
The Honorable Oria Moller, Minister of Defense, Denmark
may express concern over cértain F-lietter6r1TFNr

e / C

and Acceptance con.itioxduring his visit with

Attachments
n Ir.

In reply refer to:
I-~7208/76

~~~MORA~DUM FOR THE SECRETARY OF DEFENSE

SUBJECT: Danish Reservati on F-16 Letter of Offer
and Acceptance -~

~wm,*~~~w^rxr~> ,4TIOaij ~~EMO~~DU~

Thqattached p on ~$he F-16 issue are extracts fromthe ."~~~~~~~~~~~~~ ~-*.~..-"~~--,,>,, q __~&?‘e"**&:~.~~~~~~-- ~~~,-~.~~~,:-,n,~,~~-~~ ,,,,, l^lll
,,~,I:,:,,,:',~"'I~.-LX*~*~~~~~~~

Gg~,TGy your meetlne
1~1th MOD Moller. Secre$&ry Shrontz, ASD/IEL and Colonel
Preston, ISA are pf~epared to discuss the issues in
more detail if you deT'ire.
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F-16. The Danes wi l l  procure 48 F-165, with an opt ion to procure 10 more - -
the largest  s ingle defense procurement in Danish history.  ‘,Deliveries are,
t o  b e g i n  i n  1980. The Danes recent ly presen.ted strong reservat ions
about  the  F -16  dra f t  Le t ter  o f  Of fer  and Acceptance  (LOA). They have
expressed the i r  determinati,on tha t , in accordance with the Memorandum of
Understanding signed in June 1975, they be treated as a ful l  partner  and
not as just a consumer.
on the F-16 issue.

r4d7 Ier may leave a “techni,cal paper” with you
The Oanes are also concerned with possible cost

overruns and that Danish firms might not win enough offset contract ‘.
awards.

,Details of  Danish reservat ions about the LOA are at  Tab D.
”

Talking Points:

- Stress’  the F-16’s importance in improving NATD’s capabi l i ty ,  and US
determination to make the project a, success.

- Express  apprec ia t ion  ,for Danish  “ technica l  paper” ,  i f  he  leaves  i t
with you.

- Assure MpSller that we consider all members of the consortium to be
co-product ion partners and not consumers.

- Inform Danish MOD that unresolved issues involve US statutory
requirements ‘upon which we must remain firm.

- -  F-16 Mult inat ional  Steer ing Committee Contractual  and Financial
SubcommiCtee will meet,in Washington,  16 August to determine i f
a d d i t i o n a l  accom.modation pos,sible.

- -  Express conf idence that consor t ium hi! 1 resofve.outstanding LOA
issues for  f inal  Steerins  Ccwmittee approval  in September.
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expected t

position o:

Danish Reservations on F-16 getter of Offer and Acceptance (WA)

BACKGROUND:

Five nation Memorandum of Understanding @IOU) for F-16
co-production program signed June 1975.

-*- US and European Participating Governments (EPGs)
in F-16 program are Belgium, Denmark, The Netherlands,
Norway.

'.- MOU provides ove.rall program policy, while financial
arrangements requires LOA for each country pursuant
to U.S. Arms Export Control Act.

Standard Foreign Mli.litary Sales (FMS) conditions of sale
(DD Form 1513) not considered appropriate by EPG for
this program.

- DOD advised all EPG countries during MOU negotiations
that FMS conditions apply.

-- US agreed to revise conditions to the extent possi-
ble yet stay within statutory limitations in view

of partnership concept..

CURRENT STATUS:

DOD negotiations with EPGs reduced.issues to four majorI areas:
-- Limitation of USliability and acceptance of risk.

-- US termination liability.
-A Applicability of FMS legislation.

-- Pr.icing and payment guidelines.

- Danish MOD o address their.-T-etionsm
7jz"E~i~oKT~l* g- - n,:;*_.ll,~,--",,,:,yl:‘,i,,,(,,,*~~~"~~,~~,

a stronger n reservations than other countries.
Their reservations alon with US position l,i*sted below:-w,_~__m:l~.m""".s- -,,,,,, Il":l,:;ixI,:.-~-~ ,,,,,,, .,..,~,AL",- -,,,,, ii-vem**::*,)ll. ,*((111*,,
-- Reservation:~I*yxI,w,,-##+~.wwm~~~~  . Opposed to direct reference to FMS

Wlegislatlon in f,OA.

w-- US Arms Export Control Act is
enter into, and governs US imple-

mentation of, the program; reference should
remain.
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“- Reservat,,io,~:,:~,:_ Strong des~ire to participate in deci--~~~~~;~~~~illvoiving  changes to contra,ctual prices.

--- US Position: Agree to consult with EPG on
W'p~ce'?h?~Z but USG prevented by law to

. guarantee a fixed price.

-- Reservation: US should assume all risks (includitig
"'dijs"Fq~e?t loss to EPG) resulting from US can-
cellati,on of the program.
e-e US Position: US will use best efforts subject

'@TTTX?~g?>~?%nal authorization, but cannot
commit. USG legally incapable of assuming
their consequential damages.

-- Reserv US should commit to 12 months advance
notification of upward adjustments to the payment
schedule.
--- US Position: US will use best efforts to pro-

nce notification but cannot commit
or assume liability for late, payments. Pay-:
ments required from,purchaser in time to meet
contractors reque,sts for funds under U..S. law.

Significant,,major concessions made by U.S. to date.
e s " " " - " - - - - - - - *
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