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(ii) Assume all or some of the cog-
nizant agency responsibilities (see
paragraph (a)(2) of this section), as
deemed necessary.

(4) For other State and local govern-
ments, institutions of higher edu-
cation, and other nonprofit institu-
tions, receive and distribute copies of
single audit reports to appropriate DoD
Components for appropriate action and
followup by designated program offi-
cials.

(5) For audit reports that contain
conditions affecting DoD programs, in-
stitute followup efforts to ensure that
corrective actions have been taken by
DoD organizations responsible for man-
aging associated programs or funds.

(b) The Heads of the DoD Compo-
nents shall:

(1) Designate an official to coordi-
nate with the IG, DoD, on matters
dealing with audits of financial assist-
ance provided by the DoD Component
to State and local governments, insti-
tutions of higher education, and other
nonprofit institutions.

(2) Ensure input of accurate award
data for Federal financial assistance to
the appropriate DoD management in-
formation system.

(3) Ensure that the State or local
government, institution of higher edu-
cation, or other nonprofit institution
takes appropriate actions to correct
audit deficiencies involving financial
assistance provided by the DoD Compo-
nent.

(4) For State and local governments,
institutions of higher education, and
other nonprofit institutions for which
the OMB has assigned DoD cognizance,
do the following:

(i) Coordinate with the IG, DoD, on
requests from other Federal Agencies
for audits of State and local govern-
ments, institutions of higher edu-
cation, and other nonprofit institu-
tions, in addition to those required by
OMB Circulars A-128 and A-133.

(ii) Seek the views of other interested
agencies when a coordinated audit ap-
proach is to be used and before com-
pleting a coordinated program.

(iii) Help coordinate the audit work
and reporting responsibilities among
independent public accountants, State
auditors, and both resident and non-
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resident Federal auditors to achieve
the most cost-effective audit.

§266.6 Procedures.

The costs of audits made by non-Fed-
eral auditors under OMB Circulars A-
128 and A-133 are allowable charges to
Federal financial assistance programs.
The charges may be considered as a di-
rect cost or an allocated indirect cost
in accordance with OMB Circulars A-
87, A-122 and A-213; FAR, part 31 (48
CFR part 31); or the DFARS, part 231
(48 CFR part 231). Generally, the per-
centage of costs charged to Federal as-
sistance programs for an audit shall
not exceed the percentage of Federal
funds expended to the total funds ex-
pended by the recipient during the fis-
cal year. No cost, however, may be
charged to Federal programs for audits
not made in accordance with OMB Cir-
culars A-128 and A-133 and other appli-
cable cost principles and regulations.
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§268.1 Purpose.

This part establishes standard proce-
dures to be used for the collecting and
reporting of foreign indebtedness. Such
indebtedness may arise through the (a)
sale of Defense articles and services
pursuant to the Arms Export Control
Act; (b) operation of military missions;

3See footnote 1 to §266.1(b).
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and (c) logistical support provided
under country-to-country agreements.

§268.2 Applicability.

The provisions of this part apply to
the Office of the Secretary of Defense,
the Military Departments, and the De-
fense Agencies (hereafter referred to as
“DoD Components’’).

§268.3 Policy.

It is the policy of the Department of
Defense that timely and aggressive col-
lection efforts will be conducted to as-
sure that foreign arrearages to DoD
Components are held to the absolute
minimum. Foreign indebtedness will be
uniformly and accurately reported to
the Department of the Treasury on
forms prescribed by the Treasury Fis-
cal Requirements Manual. The infor-
mation system on the status of collec-
tion actions will support the informa-
tion requirements of the National Ad-
visory Council on International Mone-
tary and Financial Policies (NAC).

§268.4 Responsibilities.

(a) The assistant Secretary of De-
fense (Comptroller) is the DoD point of
contact for matters concerning foreign
indebtedness requirements imposed on
DoD from outside the Department,
such as by the Congress, Treasury De-
partment, and NAC.

(b) The Defense Security Assistance
Agency (DSAA) is responsible for con-
solidation of feeder arrearage reports
and submission of a single consolidated
DoD arrearage report to the Treasury
Department. The DSAA shall (1) mon-
itor collection actions; (2) follow up
when initial collection actions have
been unsuccessful; and (3) serve as the
focal point within DoD for responding
to NAC information requests.

(¢c) Unless otherwise directed, the
DoD Component which makes the sale,
or is otherwise assigned responsibility,
is responsible for taking initial collec-
tion action, accounting for indebted-
ness, preparation of feeder arrearage
reports, and providing copies of arrear-
age reports to the DSAA.

§268.5 Collection and followup proce-
dures.

Each DoD Component is responsible
for taking timely and aggressive bill-
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ing and followup collection actions for
each category of indebtedness incurred
by official and private obligors pursu-
ant to authorized programs.

§268.6 Reporting of accounts receiv-
able and sales under 120 days de-
layed payment terms (short-term
credit).

(a) General. (1) Amounts payable to
DoD Components for sales of Defense
articles and services on terms which
require payment of cash in advance of
delivery/performance or within 60 days
thereof will be classified as accounts
receivable. Military Departments shall
submit reports to the DSAA of foreign
indebtedness related to those sales.

(2) Sales made by DoD Components
under existing cases which provide for
120-day payment terms shall be classi-
fied as short-term credit sales. Simi-
larly, those sales made after Sep-
tember 30, 1976, under special emer-
gency appropriations which provide for
payments 120 days after delivery of ar-
ticles or services will also be classified
as short-term credit sales. DoD Compo-
nents shall submit reports to the DSAA
of these short-term credit sales.

(3) Foreign indebtedness to DoD Com-
ponents for logistical support, mission
support costs, and other programs is
payable upon presentation of the ap-
propriate billing documents. Reports of
foreign indebtedness related to these
programs will be submitted to the
DSAA.

(b) Basis for reporting. Amounts to be
reported will be determined by ana-
lyzing unpaid bills using the criteria
and definitions contained in §268.9.

§268.7 Collecting and reporting of for-
eign debts under long-term loans
and debts.

The DSAA is responsible for admin-
istering FMS long-term loans and cred-
it programs authorized by Section 23 of
the Arms Export Control Act, and like-
wise is responsible for determining for-
eign indebtedness against these pro-
grams. Debts remaining uncollected 90
days after the due date will be referred
to the State Department for diplomatic
assistance to effect settlement.
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§268.8 Flash report of major foreign
debt arrearages.

Major foreign debt arrearages are
monitored by the NAC. Therefore, peri-
odically DSAA will request flash re-
ports from the DoD Components to sat-
isfy NAC requirements for information
on major foreign debt arrearages. For
this purpose, a ‘“‘major’ foreign debt
arrearage is any country program ar-
rearage which involves the sum of
$250,000 or more. Flash reports will be
submitted directly to DSAA by the
local command in message form with
information copies to the next higher
command. The report will reflect any
significant changes in major foreign
debt arrearages from the quarterly for-
eign indebtedness reports submitted in
accordance with §268.6. Collections, in-
formation on increased indebtedness,
problems encountered in unsuccessful
collection attempts, or country cir-
cumstances which may adversely affect
collections are examples of the infor-
mation which should be included in the
flash reports.

§268.9 Discussion of terms.

(a) Accounts receivable. ‘‘Accounts re-
ceivable’ consist of those amounts due
in which the original payment time re-
quired full payment within 90 days of
delivery or performance. It excludes
principal payments or interest on
short-term and long-term loans and
credits.

(b) Arrearage delinquency determina-
tion. Obligations generated by formal
agreements, as in the case of Foreign
Military Sales contracts, are due on
the dates specified in the contract or
on the date specified in billings ren-
dered in accordance with these con-
tracts. Obligations incurred under Mili-
tary Mission Support (Program 142)
Logistical Support (Program 143) and
any other authorized programs are due
on the date billings are made to the
customer country unless otherwise
stated in the bill. Followup and report-
ing actions required by this part will
be taken based on these dates. (See
§268.5.)

(c) Country designations. For report-
ing purposes, grants and contingent li-
abilities will be identified with the
country which receives the benefit.
Loans and credits will be identified
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generally with the country of the obli-
gor or, in the instance of official multi-
national organizations, with the insti-
tution name. When the project is lo-
cated in, or goods are destined for an-
other country or area, the latter coun-
try or area should be stated in the de-
scription of purpose. If a government
credit intermediary is the obligor, the
transaction should be identified with
the country where the project is lo-
cated or the goods are destined.

(1) United States. ‘‘United States”
shall mean the states of the United
States, the District of Columbia, the
Commonwealth of Puerto Rico, Amer-
ican Samoa, the Canal Zone, Guam,
Midway Island, U.S. Virgin Islands, and
Wake Island.

(2) Foreign country designations. Coun-
try designations other than the
“United States’ shall be consistent
with the standardized names and codes
contained in the Military Assistance
and Sales Manual (MASM).

(3) Official Multinational Organization.
For reporting purposes, ‘‘Official Mul-
tinational Organization’’ shall mean
any international or regional organiza-
tion (or affiliated agency thereof) cre-
ated by treaty or convention between
sovereign states.

(d) Dollar equivalents of foreign cur-
rency. Represents dollar equivalent of
all foreign currency amounts disbursed
and still outstanding, undisbursed bal-
ances, and arrearages of principal and
interest. They shall be computed at the
reporting rate prescribed by Treasury
Department Circular No. 930 for bal-
ances as of the end of the reporting pe-
riod. The dollar equivalents of all other
reportable amounts shall be the sum-
mation of individual transactions com-
puted at the reporting rate prescribed
for the period in which the trans-
actions occurred.

(e) Foreign indebtedness. ‘‘Foreign in-
debtedness’” means financial obliga-
tions owed to the U.S. Government by
the following entities in connection
with DoD activities.

(1) Any individual, including a citizen
of the United States (excluding U.S.
military members and U.S. Govern-
ment employees) domiciled outside the
United States.

(2) Any partnership, association, cor-
poration, or other organization created
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or organized under the laws of a foreign
country, excepting branches or agen-
cies thereof located in the United
States.

(3) Any branch, subsidiary, or allied
organization within a foreign country
of a partnership, association, corpora-
tion, or other organization created or
organized under the laws of a foreign
country or the United States.

(4) Any government of a foreign
country and any subdivision, agency,
or instrumentality thereof, including
all foreign ‘‘Official”’ institutions, even
though located in the United States.

(5) Any private relief, philanthropic,
or other organization of a multi-
national or regional character with
headquarters abroad.

(6) Any official multinational organi-
zation, defined as any international or
regional organization (or affiliated
agency thereof) created by treaty or
convention between sovereign states.

(f) Indebtedness. ‘‘Indebtedness’ with-
in the context of this part refers to fi-
nancial obligations to make pay-
ment(s) to the U.S. Government in ac-
cordance with contractual or other ar-
rangements. Such obligations gen-
erally arise from

(1) The disbursements of cash to be
repaid at a future time (with or with-
out interest),

(2) The extension of credit (by formal
agreement or an open book account) in
connection with the sale of products,
property, or services,

(3) The formal deferral of interest
collection,

(4) The purchase or repurchase of ob-
ligations that have been insured or
guaranteed by the U.S. Government,
and

(6) Payments by the U.S. Govern-
ment in cases of default on insured or
guaranteed loans and other invest-
ments when the U.S. Government ac-
quires a debt instrument from the in-
sured.

(g) Long-term loans and credits. ‘‘Long-
term loans and credits’ include any in-
debtedness under which the original
payment terms provided for payment
within a period of time exceeding one
year after delivery or performance.

(h) Official obligor. ‘‘Official obligors”’
are debtors or guarantors who are:
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(1) Central governments or their de-
partments (ministries) or components,
whether administrative or commercial.

(2) Political subdivisions such as
states, provinces, departments, and
municipalities.

(3) Foreign central banks.

(4) Other institutions (such as cor-
porations, development banks, rail-
ways, and utilities) when (i) the budget
of the institution is subject to the ap-
proval of the government, or (ii) the
government owns more than 50 percent
of the voting stock or more than half
of the members of the board of direc-
tors are government representatives,
or (iii) in the case of default the gov-
ernment or central bank would become
liable for the debt of the institution.

(5) Any official multinational organi-
zation.

(i) Private obligor. ‘‘Private obligors”
are all debtors or guarantors who are
not defined as ‘‘official obligors.”

(j) Program. ‘‘Program” is the law,
international treaty, appropriation, or
other authority under which the loans
or credits are extended, or the accounts
receivable arise. When a narrative pro-
gram designation is required, com-
monly used terms should be used, e.g.,
Arms Export Control Act, Logistical
Support, and Military Assistance Advi-
sory Groups.

(k) Short-term loans and credits.
“Short-term loans and credits’ include
any indebtedness under which the
original payment terms provided for
payment within a period from 90 days
to and including one year after deliv-
ery or performance.

(1) Time conventions. The terms 30, 60
and 90 days should be interpreted to
mean 1, 2, and 3 calendar months, re-
spectively. That is, the period Feb-
ruary 6 through May 5 would be consid-
ered to be 90 days. For example, in cal-
culating amounts ‘‘due and unpaid’ 90
days or more as of December 31 the
amounts due before October 1 and re-
maining unpaid as of December 31
would be reportable. However, amounts
due as of October 1 but remaining un-
paid at December 31 would not be re-
portable.
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