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(d) Information on quality assurance 
delegations to foreign governments is 
in subpart 246.4, Government Contract 
Quality Assurance. 

[56 FR 36367, July 31, 1991, as amended at 60 
FR 29498, June 5, 1995]

225.872–6 Audit. 

(a) Memoranda of understanding with 
some qualifying countries contain an-
nexes that provide for reciprocal ‘‘no-
cost’’ audits of contracts and sub-
contracts (pre- and post-award). 

(b) To determine if such an annex is 
applicable to a particular qualifying 
country, contact the Deputy Director 
of Defense Procurement (Foreign Con-
tracting), ((703) 697–9351/2/3, DSN 227–
9351/2/3). 

(c) Handle requests for audits in 
qualifying countries under 215.404–2(c). 

(1) Except for the United Kingdom 
(UK), send the request to the adminis-
trative contracting officer at the cog-
nizant activity listed in Section 2B of 
the Federal Directory of Contract Ad-
ministration Services Components. 
Send the request for audit from the UK 
directly to their Ministry of Defence. 

(2) Send an advance copy of the re-
quest to the focal point identified by 
the Foreign Contracting Directorate, 
Office of the Director of Defense Pro-
curement. 

[56 FR 36367, July 31, 1991, as amended at 60 
FR 29498, June 5, 1995; 63 FR 55052, Oct. 14, 
1998; 64 FR 61028, Nov. 9, 1999]

225.872–7 Industrial security for quali-
fying countries. 

The required procedures for safe-
guarding classified defense information 
necessary for the performance of con-
tracts awarded to qualifying country 
sources are in the DoD Industrial Secu-
rity Regulation DoD 5220.22–R (imple-
mented for the Army by AR 380–49; for 
the Navy by SECNAV Instruction 
5510.1H; for the Air Force by AFI 31–601; 
for the Defense Information Systems 
Agency by DCA Instruction 240–110–8; 
and for the National Imagery and Map-
ping Agency by NIMA Instruction 
5220.22). 

[56 FR 36367, July 31, 1991, as amended at 56 
FR 67215, Dec. 30, 1991; 64 FR 51076, Sept. 21, 
1999; 64 FR 61029, Nov. 9, 1999]

225.872–8 Subcontracting with quali-
fying country sources. 

In reviewing contractor subcon-
tracting procedures, the contracting 
officer shall ensure that the prime con-
tract does not preclude qualifying 
country sources from competing for 
subcontracts, except when restricted 
by national security interest reasons, 
mobilization base considerations, or 
applicable U.S. laws or regulations. 
(See the clause at 252.225–7002, Quali-
fying Country Sources as Subcontrac-
tors.)

225.873 Waiver of United Kingdom 
commercial exploitation levies.

225.873–1 Policy. 

DoD and the Government of the 
United Kingdom (U.K.) have agreed to 
waive U.K. commercial exploitation 
levies and U.S. nonrecurring cost 
recoupment charges on a reciprocal 
basis. In order for U.K. levies to be 
waived, they must be identified and a 
waiver must be requested before award 
of the contract or subcontract under 
which the levies are charged. 

[57 FR 53599, Nov. 12, 1992]

225.873–2 Procedures. 

(a) Waiver of U.K. levies must be ap-
proved by the Government of the U.K. 
When an offeror or contractor identi-
fies a levy included in an offered or 
contract price, the contracting officer 
shall provide written notification to 
the Defense Security Cooperation 
Agency, Attn: PSD–PMD, 1111 Jeffer-
son Davis Highway, Arlington, VA 
22202–4306, telephone (703) 601–3864. The 
Defense Security Cooperation Agency 
will request a waiver of the levy from 
the Government of the U.K. The notifi-
cation shall include— 

(1) Name of the U.K. firm; 
(2) Prime contract number; 
(3) Description of item for which 

waiver is being sought; 
(4) Quantity being acquired; and 
(5) Amount of levy. 
(b) Waiver may occur after contract 

award. Where levies are waived before 
contract award, the offer will be evalu-
ated without the levy. Where levies are 
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identified but not waived before con-
tract award, the offer will be evaluated 
inclusive of the levies. 

[57 FR 53599, Nov. 12, 1992, as amended at 64 
FR 51076, Sept. 21, 1999]

225.873–3 Contract clause. 

Use the clause at 252.225–7032, Waiver 
of United Kingdom Levies, in all solici-
tations and contracts for supplies— 

(a) Where U.K. firms are expected to 
participate as offerors/prime contrac-
tors; or 

(b) If a subcontract over $1 million 
with a U.K. firm is anticipated. 

[57 FR 53599, Nov. 12, 1992]

Subpart 225.9—Customs and 
Duties

SOURCE: 65 FR 19855, Apr. 13, 2000, unless 
otherwise noted.

225.901 Policy. 
(1) Section XXII, Chapter 98, Sub-

chapter VIII, Item 9808.00.30 of the Har-
monized Tariff Schedule of the United 
States authorizes duty-free importa-
tion of defense supplies. 

(2) 19 U.S.C. 1309 authorizes duty-free 
importation of certain supplies (not in-
cluding equipment) for vessels or air-
craft operated by the United States 
(see FAR 25.903(b)). 

(3) Unless the supplies are entitled to 
duty-free treatment under a special 
category in the Harmonized Tariff 
Schedule of the United States (e.g., the 
Caribbean Basin Economic Recovery 
Act or NAFTA), or unless the supplies 
already have entered into the customs 
territory of the United States and duty 
already has been paid, DoD will issue 
duty-free entry certificates for— 

(i) Qualifying country supplies (end 
products and components) on all de-
fense contracts; 

(ii) Eligible products (end products 
but not components) on defense con-
tracts subject to the Trade Agreement 
Act or NAFTA; and 

(iii) Other foreign supplies, if there is 
reasonable assurance that the adminis-
trative and other costs of processing 
and controlling the certificates will 
not exceed the amount of duty that 
would be paid.

225.902 Procedures. 
(1) General.
(i) Preaward.
(A) Unless duty was paid prior to sub-

mission of the offer, an offer of domes-
tic end products with no nonqualifying 
country components, an offer of quali-
fying country end products, or an offer 
of eligible products under the Trade 
Agreements Act or NAFTA, should not 
include duty. 

(B) Offers of U.S. made end products 
with nonqualifying country compo-
nents, and offers that are neither quali-
fying country offers nor offers of eligi-
ble products under a trade agreement, 
should contain applicable duty. 

(c) Exclude from the evaluation of 
domestic end products, or information 
technology end products in Federal 
Supply Group 70 or 74 in acquisitions 
subject to the Trade Agreements Act, 
any duty for nonqualifying country 
components listed in the provision at 
252.225–7003, Information for Duty-Free 
Entry Evaluation, for which duty-free 
entry will be granted. 

(D) Except for acquisitions of infor-
mation technology end products in 
Federal Supply Group 70 or 74 subject 
to the Trade Agreements Act, apply 
the evaluation procedures for the Buy 
American Act in accordance with 
225.502. 

(ii) Award. Exclude duty from the 
contract price for supplies (end prod-
ucts or components) that are to be ac-
corded duty-free entry. If duty-free 
entry is granted to the successful offer-
or in accordance with the clause at 
FAR 52.225–8, Duty-Free Entry, and the 
clause at 252.225–7003, Information for 
Duty-Free Entry Evaluation, request 
that the offeror provide the list of for-
eign supplies that are subject to such 
duty-free entry, and list such supplies 
in the contract clause at 252.225–7008, 
Supplies to be Accorded Duty-Free 
Entry. 

(iii) Postaward.
(A) Issue duty-free entry certificates 

for all qualifying country supplies in 
accordance with the policy at 
225.901(3)(i) and the clause at 252.225–
7009, Duty-Free Entry—Qualifying 
Country Supplies (End Products and 
Components); for all eligible products 
subject to trade agreements in accord-
ance with the policy at 225.901(3)(ii) and 
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