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

JUN 1 6 2008

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 proposals as part of the National Defense Authorization Bill for Fiscal Year
2010.

The purpose of each 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 presenting of these legislative
proposals for your consideration and the consideration of the Congress.

Enclosure:
As stated



GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
1600 DEFENSE PENTAGON
WASHINGTON, D.C. 2030 1-1600

GENERAL COUNSEL JUN 1 6 2009

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 proposals as part of the National Defense Authorization Bill for Fiscal Year
2010.

The purpose of each 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 presenting of these legislative
proposals for your consideration and the consideration of the Congress.

Enclosure:
As stated
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SEC. __ .ESTABLISHMENT OF A DEFENSE COALITION SUPPORT FUND TO
MAINTAIN INVENTORY OF CRITICAL ITEMS FOR COALITION
PARTNERS.

(a) ESTABLISHMENT OF FUND.—Section 51 of the Arms Export Control Act (22 U.S.C.

2795) is amended as follows:

(1) ESTABLISHMENT AND PURPOSES OF FUND.—Subsection (a)(1) is amended—

(A) by striking “in consultation with” and inserting “with the concurrence
of”;

(B) by striking “shall establish a” and all that follows through “in this” and
inserting “shall establish a Defense Coalition Support Fund (in this”;

(C) by inserting “and management” after “control”;
and

(D) by inserting *, including to support coalition or international military
stability or counter-terrorist operations” after “international organizations”.
(2) USE OF FUND FOR BUILDING PARTNER CAPACITY.—Subsection (a)(4) is

amended—

(A) by striking “narcotics control purposes” and inserting “building
partner capacity”; and

(B) by striking “, such as small boats, planes (including helicopters), and
communication equipment”.
(3) ASSETS OF FUND.—Subsection (b) is amended—

(A) by striking “and” at the end of paragraph (2);

(B) by inserting “and” at the end of paragraph (3);
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(C) by inserting after paragraph (3) the following new paragraph:
“(4) collections from leases made pursuant to section 61 of this Act,”; and
(D) by inserting “to the Department of State or the Department of
Defense” after “authorized and appropriated”.
(4) Size oF FUND.—Subsection (c) is amended to read as follows:

“(c) The value of property purchased and held in inventory under this section may not
exceed $300,000,000. Amounts credited to the Fund under subsection (b) shall remain available
until expended.”.

(b) CLERICAL AMENDMENTS.—

(1) SECTION HEADING.—The section heading of such section is amended by
striking the first three words and inserting “Defense Coalition Support”.

(2) CHAPTER HEADING.—The heading of chapter 5 of such Act is amended to read
as follows:

“Chapter 5—DEFENSE COALITION SUPPORT FUND”.
(c) CONFORMING AMENDMENT.—Section 114 of title 10, United States Code, is amended

by striking subsection (c).

Section-by-Section Analysis

This section would authorize the President to establish a Defense Coalition Support Fund
to better support coalition partners in the U.S. overseas contingency operations. This legislation
would establish a Department of Defense (DoD) account for advance purchases of defense
articles (such as night vision devices, communication equipment, and body armor) to be used by
coalition partners in U.S. overseas contingency operations. Advance purchases will focus on
high-demand warfighter support equipment that has long procurement lead times. Long
procurement lead times are often the main limiting factor in our ability to provide coalition
partners with critical equipment to make them operationally effective.

This section would create an improved mechanism that builds on aspects of the Special
Defense Acquisition Fund (SDAF) (authorized by the International Security and Development





Cooperation Act of 1981, Public Law 97-113, and decapitalized in 1993). This proposed
revision to existing SDAF legislation would allow DoD to pre-purchase equipment for transfers
to its partners, using funds that have been made available to DoD through appropriations by the
Congress. Under this authority, DoD could accept orders from other federal agencies such as the
Department of State to provide defense articles to coalition partners for U.S. overseas
contingency operations purposes like counter-terrorism, stability operations, border security, and
peacekeeping activities. No existing law provides the authorities that are found in this proposed
revision to the Arms Export Control Act.

The proceeds from items sold from stock not to be replaced are normally deposited into
Miscellaneous Receipts with other collections, such as nonrecurring cost recoupments, and
average $22 million per year. Once the Defense Coalition Support Fund is established, it could
sustain itself without further regular appropriations through collections of sales or transfers made
from this account and collections from transfers or sales of defense articles made pursuant to
section 21(a)(1)(A) of the Arms Export Control Act of 1976, or the Foreign Assistance Act of
1961, as amended, representing the actual value of defense articles not intended to be replaced in
DoD stocks.

BUDGET IMPLICATIONS

The Department estimates that the initial capitalization of the Defense Coalition Support Fund
(DCSF), formerly known as the Defense Coalition Support Account (DCSA) and budgeted as
such, will be $22 million in the first year. After that, the account will self-finance with inflation
built into the sales prices. Proceeds from sales to approved purchasers will be deposited back
into the account, and used to finance next purchases at the time funding is received. The initial
appropriation will be into the Defense Coalition Support Fund, budgeted by DSCA (via Issue
Paper).

RESOURCE REQUIREMENTS ($MILLIONS)

FY FY FY FY FY FY | Appropriation | Budget Dash-1
2010 | 2011 | 2012 | 2013 | 2014 | 2015 To Activity | Line Item

DSCA | +22.0 | +22.0 | +22.0 | +22.0 | +22.0 | +22.0 | 4640D (to be
established)

DSCA +0.0 | +22.0 | +22.0 | +22.0 | +22.0 | +22.0

Costing Methodology (DCSF Capitalization): The DSCA estimated the first-year capitalization
cost for the purchase of items into the account at $22 million, procuring items specifically
required for coalition partners to support United States objectives in overseas contingency
operations. These items may include, but would not be limited to, night vision devices, small
arms and ammunition, and body armor. They would be procured by the military department or
defense agency that is normally the lead for the procurement of each specific type of military
equipment.

Costing Methodology (Sale and Re-capitalization): After the first year of procurement activities,
the DCSF will start selling or transferring the military items to authorized recipients. Sales
prices for FMS purchasers will be at the current cost (including inflation), not the initial purchase






price. When the sale is consummated, the initial deposit will constitute the entire cost of the
transfer; when the deposit is received, it will be transferred from the FMS Trust Fund into the
DCSF and available for funding the next DCSF purchases. The estimates provided in the
Resource Requirements of the DCSF are based on that pricing schema.

Changes to Existing Law: This section would make the following changes:
1) Chapter 5 of the Arms Export Control Act (22 U.S.C. 2795):

Chapter 5—SPECIAL-DEFENSE COALITION ACQUSHHON SUPPORT FUND

Sec. 51. Special-Defense-Coalition Aeguisition Support Fund.—(a)(1) Under the
direction of the President and ir-censultation-with with the concurrence of the Secretary of State,

the Secretary of Defense shall establish a Special-Defense Coalition Support Aeguisition Fund
(in this chapter referred to as the “Fund”), to be used as a revolving fund separate from other
accounts, under the control and management of the Department of Defense, to finance the
acquisition of defense articles and defense service in anticipation of their transfer pursuant to this
Act, the Foreign Assistance Act of 1961, or as otherwise authorized by law, to eligible foreign
countries and international organizations, including to support coalition or international military
stability or counter-terrorist operations, and may acquire such articles and services with the funds
in the Fund as he may determine. Acquisition under this chapter of items for which the initial
issue quantity requirements for United States Armed Forces have not been fulfilled and are not
under current procurement contract shall be emphasized when compatible with security
assistance requirements for the transfer of such items.

(2) Nothing in this chapter may be construed to limit or impair any responsibilities
conferred upon the Secretary of State or the Secretary of Defense under this Act or the Foreign
Assistance Act of 1961.

(3) The Fund may be used to keep on continuous order such defense articles and defense
services as are assigned by the Department of Defense for integrated management by a single
agency thereof for the common use of all military departments in anticipation of the transfer of
similar defense articles and defense services to foreign countries and international organizations
pursuant to this Act, the Foreign Assistance Act of 1961, or other law.

(4) The Fund shall also be used to acquire defense articles that are particularly suited for
use for nareeuesreemrel—pa%peses bqumq partner capamty and are approprlate to the needs of
recipient countries
eguipment.

(b) The Fund shall consist of—

(1) collections from sales made under letters of offer issued pursuant to section
2761(a)(1)(A) of this title representing the actual value of defense articles not intended to
be replaced in stock,

(2) collections from sales representing the value of asset use charges (including
contractor rental payments for United States Government-owned plant and production
equipment) and charges for the proportionate recoupment of nonrecurring research,
development, and production costs, and

(3) collections from sales made under letters of offer (or transfers made under the
Foreign Assistance Act of 1961) of defense articles and defense services acquired under






this chapter, representing the value of such items calculated in accordance with
subparagraph (B) or (C) of section 21(a)(1) or section 22 of this Act or section 644(m) of
the Foreign Assistance Act of 1961, as appropriate, and
(4) collections from leases made pursuant to section 61 of this Act,
together with such funds as may be authorized and appropriated to the Department of State or the
Department of Defense or otherwise made available for the purposes of the Fund.
(c)_The value of property purchased and held in inventory under this section may not

exceed $300 000, 000 QlaiFhe—s&&eHm-Fuﬂd—may—ne%exeeed—seeh—delﬁHmeem%as—B

appFethmenAets untll expended

2) 10 U.S.C. 114:

8 114. Annual authorization of approprlatlons

(a) * * * * * *







SEC. . ONE-YEAR EXTENSION OF AUTHORITY TO PROVIDE ADDITIONAL
SUPPORT FOR COUNTER-DRUG ACTIVITIES OF CERTAIN
FOREIGN GOVERNMENTS.

(a) ONE-YEAR EXTENSION OF AUTHORITY.—Subsection (a)(2) of section 1033 of the
National Defense Authorization Act for Fiscal Year 1998 (Public Law 105-85; 111 Stat. 1629),
as most recently amended by section 1024 of the Duncan Hunter National Defense Authorization
Act for Fiscal Year 2009 (Public Law 110-417; 122 Stat. 4587), is amended by striking “2009”
and inserting “2010”.

(b) EXTENSION OF MAXIMUM ANNUAL AMOUNT OF SUPPORT.—Subsection (e)(2) of such
section is amended by striking “during fiscal year 2009” and inserting “during either of the fiscal
years 2009 and 2010”.

Section-by-Section Analysis

This section would extend for one year the authority under section 1033 of the National

Defense Authorization Act for Fiscal Year 1998, providing the Department of Defense authority

to provide additional support for counter-drug activities of certain foreign governments.

Budget Implications: The Department of Defense would not require any additional resources to
implement this authority.

Changes to Existing Law: This section would make the following changes to section 1033 of
the National Defense Authorization Act for Fiscal Year 1998:

SEC. 1033. AUTHORITY TO PROVIDE ADDITIONAL SUPPORT FOR
COUNTER-DRUG ACTIVITIES OF OTHER COUNTRIES [Public Law
No. 105-85, Nov. 18, 1997, amended by 8 1021, Floyd D. Spence National
Defense Authorization Act for Fiscal Year 2001, Pub. L. No. 106-398; § 1021,
NDAA for FY 2004, Pub. L. No. 108-136; § 1022, John Warner NDAA for
FY 2007, Pub. L. No. 109-364; § 1022, NDAA for FY2008, Pub. L. No. 110-
181; and § 1024 of the Duncan Hunter NDAA for FY 2009, Pub. L. No. 110-
417].

(a) AUTHORITY To PROVIDE SUPPORT.—(1) Subject to subsection (f), the Secretary of
Defense may provide any of the foreign governments named in subsection (b) with the support
described in subsection (c) for the counter-drug activities of that government. In providing





support to a government under this section, the Secretary of Defense shall consult with the
Secretary of State. The support provided under the authority of this section shall be in addition to
support provided to the governments under any other provision of law.

(2) The authority to provide support to a government under this section expires
September 30, 20092010.

(b)***

* * k*k Kk * Kk Kk %

(e) FiscAL YEAR 1998 FUNDING; LIMITATION ON OBLIGATIONS.—(1) Of the amount
authorized to be appropriated under section 301(20) for drug interdiction and counter-drug
activities, an amount not to exceed $9,000,000 shall be available for the provision of support
under this section.

(2) Amounts made available to carry out this section shall remain available until
expended, except that the total amount obligated and expended under this section may not
exceed $20,000,000 during any of the fiscal years 1999 through 2003, $40,000,000 during any of
the fiscal years 2004 through 2006, $60,000,000 during either of the fiscal years 2007 and 2008,
or $75,000,000 during either of the fiscal years 2009 and 2010.
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