GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
1600 DEFENSE PENTAGON
WASHINGTON, D.C. 20301-1600

SEP 11 2008

GENERAL COUNSEL

The Honorable Nancy Pelosi
Speaker of the House of Representatives
Washington, DC 20515

Dear Madam Speaker:

The Department of Defense requests that the Congress enact the enclosed
legislative proposal authorizing the President to transfer certain naval vessels by grant
and by sale. The purpose of this proposal is stated in the accompanying section-by-
section analysis. The Office of Management and Budget advises that there is no
objection, from the standpoint of the Administration’s program, to the presentation of this
legislative proposal to the Congress.

Enclosure:
As stated



GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
1600 DEFENSE PENTAGON
WASHINGTON, D.C, 20301-1600

SEP 1 1 2009

GENERAL COUNSEL

The Honorable Joseph Biden
President of the Senate
Washington, DC 20510

Dear Mr. President:

The Department of Defense requests that the Congress enact the enclosed
legislative proposal authorizing the President to transfer certain naval vessels by grant
and by sale. The purpose of this proposal is stated in the accompanying section-by-
section analysis. The Office of Management and Budget advises that there is no
objection, from the standpoint of the Administration’s program, to the presentation of this
legislative proposal to the Congress.

M’- s Johnson

Enclosure:
As stated
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ABILL

To provide for the transfer of naval vessels to certain foreign recipients.

Be it enacted by the Senate and House of Representatives of the United States of America
in Congress assembled,

SECTION 1. TRANSFER OF NAVAL VESSELS TO CERTAIN FOREIGN
RECIPIENTS.

(a) TRANSFERS BY GRANT.—The President is authorized to transfer vessels to foreign
countries on a grant basis under section 516 of the Foreign Assistance Act of 1961 (22 U.S.C.
2321)), as follows:

(1) INDIA.—To the Government of India, the “OSPREY” class minehunter coastal
ships KINGFISHER (MHC-56) and CORMORANT (MHC-57).

(2) GReece.—To the Government of Greece, the “OSPREY” class minehunter
coastal ships OSPREY (MHC-51), BLACKHAWK (MHC-58), and SHRIKE (MHC-62).

(b) TRANSFER BY SALE.—The President is authorized to transfer the “OSPREY” class
minehunter coastal ship ROBIN (MHC-54) to the Taipei Economic and Cultural Representative
Office of the United States (which is the Taiwan instrumentality designated pursuant to section
10(a) of the Taiwan Relations Act (22 U.S.C. 3309(a))) on a sale basis under section 21 of the
Arms Export Control Act (22 U.S.C. 2761).

(c) ALTERNATIVE TRANSFER AUTHORITY.—In the event that a recipient to which a vessel
transfer is authorized under subsection (a) or (b) declines to accept the transfer, the President is
authorized to transfer such vessel to another eligible recipient justified to the Congress as

required by law for the fiscal year in which the transfer is authorized. Each such transfer shall be
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on a sale basis under section 21 of the Arms Export Control Act (22 U.S.C. 2761), or a grant
basis under section 516 of the Foreign Assistance Act of 1961 (22 U.S.C. 2321j), and shall be
subject to the applicable Congressional notification requirements of those Acts.

(d) GRANTS NOT COUNTED IN ANNUAL TOTAL OF TRANSFERRED EXCESS DEFENSE
ARTICLES.—The value of a vessel transferred to another country on a grant basis pursuant to
authority provided by subsection (a) or (c) shall not be counted against the aggregate value of
excess defense articles transferred in any fiscal year under section 516 of the Foreign Assistance
Act of 1961 (22 U.S.C. 2321j).

(e) CosTs oF TRANSFERS.—ANNY expense incurred by the United States in connection
with a transfer authorized by this section shall be charged to the recipient (notwithstanding
section 516(e) of the Foreign Assistance Act of 1961 (22 U.S.C. 2321j (e))).

(f) REPAIR AND REFURBISHMENT IN UNITED STATES SHIPYARDS.—T0 the maximum
extent practicable, the President shall require, as a condition of the transfer of a vessel under this
section, that the recipient to which the vessel is transferred have such repair or refurbishment of
the vessel as is needed, before the vessel joins the naval forces of the recipient, performed at a
shipyard located in the United States, including a United States Navy shipyard.

(g) EXPIRATION OF AUTHORITY.—The authority to transfer a vessel under this section

shall expire at the end of the two-year period beginning on the date of the enactment of this Act.

Section-by-Section Analysis

This legislative proposal would authorize the President to transfer five naval vessels by
grant to India and Greece, and to transfer one naval vessel by sale to Taiwan. Because these
naval vessels displace in excess of 3,000 tons or are less than 20 years of age, section 7307(a) of
title 10, United States Code, requires statutory approval for the transfers.

Each naval vessel must be transferred to a foreign country under the Arms Export Control
Act or the Foreign Assistance Act. The specific statutory authorities to transfer naval vessels to





foreign recipients include: (1) section 516 of the Foreign Assistance Act of 1961 (22 U.S.C.
2321j), which provides the authority for the grant transfer of defense articles from stock; and (2)
section 21 of the Arms Export Control Act (22 U.S.C. 2761), which provides authority for the
sale of defense articles from stock.

In accordance with section 7307(a) of title 10, for those vessels specifically authorized
for transfer by name in subsections (a) and (b), the Secretary of Defense may substitute another
vessel of the same class if the vessel substituted has virtually identical capabilities as the named
vessel. This proposal also would provide alternative authority to the President to transfer a naval
vessel to another recipient if the recipient specified in subsection (a) or (b) declines to accept the
proposed transfer. Under this alternative authority the President may transfer the vessel by grant
or sale only after appropriate Congressional notification. This authority would permit the Navy
to develop alternative transfer prospects without having to wait for another legislative cycle
before it could offer a previously declined vessel to another prospective recipient.

This proposal provides that the authorized transfers must be executed within two years of
the date of enactment of the Act of which this proposal is a part. This would allow for a
reasonable amount of time to reach an agreement on the terms and to execute the transfer.

This proposal does not alter the effect of the Toxic Substances Control Act (or any other
law) with regard to their applicability to the transfer of ships by the United States to foreign
countries for military or humanitarian use. The laws and regulations that apply today would
apply in the same manner if this section were enacted.

Budget Implications: The Department of Defense estimates it would cost $180,000 per year
($30,000 per vessel) to maintain in Beaumont, Texas the six vessels proposed for transfer. The
Department also estimates that the revenue the U.S. would receive for the sale of the minehunter
coastal ship to Taiwan would be $60 million, including $6.8 million for the value of the ship.





