
Annex C
FINANCIAL PROCEDURES

1.
For any logistic support, supplies, or services, the Participants may negotiate for payment either in cash in the currency specified by the supplying Participant ("reimbursable transaction"); payment in kind (an "exchange transaction"); or payment in "equal value" to be defined in monetary terms only. Accordingly, the receiving Participant will pay the supplying Participant in conformity with sub paragraphs (a), (b), or (c) below:

(a)
Reimbursable Transactions.  The supplying Participant will submit invoices to the receiving Participant after delivery or performance of the logistic support, supplies or services. In the event arrangements are made between Governments providing for prepayment of purchases of the type covered by the MOU, the Participants will not be prohibited from applying such arrangements to reimbursable transactions under the MOU. Both Participants will maintain records of all transactions, and the Participants will pay outstanding balances, if any, within thirty days.  In pricing reimbursable transactions, the Participants will abide by the following principles:

(i)
When a definitive price is not determined in advance of the order, the order will establish a maximum limitation of liability for the Participant ordering the logistic support, supplies or services, pending determination of a final price. The Participants will promptly enter into negotiations to establish a final price, which may under certain circumstances exceed the initial maximum limitation of liability. The burden of justifying the increase will rest with the Participant seeking to exceed the maximum. In the event that the Participants have difficulty in determining a final price, they may consider replacement-in-kind.

(ii)
At the time accounts are settled, neither Participant will make or retain any profit resulting from the transactions being settled. This provision applies to the total of transactions being settled on each invoice rather than to individual transactions.

(iii)
In the case of specific acquisitions by the supplying Participant for the receiving Participant, the price charged will be no less favourable than the price charged to the armed forces of the supplying Participant for identical items or services. The price charged may take into account differentials due to delivery schedules, points of delivery and other similar considerations.

 (iv) 
In the case of transfers from the supplying Participant's own resources, prices for material and services will be based upon reciprocal charging methods, that is, the receiving Participant will be charged the same price as the supplying Participant charges its own forces. In the case where a price has not been established or charges not made for their own forces, the Participants will determine a price in advance, excluding charges that are excluded under reciprocal pricing principles.

(v) For most reimbursable transactions the supplying Participant's finance agency will forward a completed Order/ Receipt Form (based on STANAG Form 2034) and an example of which is at Appendix 1 of Annex B, together with supporting receipt documents, if applicable, to the ordering Participant's designated finance agency no later than three months from the date the material or services were provided to the ordering Participant. All billing will reference any applicable TA/IA.
(b)
Exchange Transactions.    Both Participants will maintain records of all transactions, and the receiving Participant will pay the supplying Participant in kind by transferring to the supplying Participant logistic support, supplies, or services that are identical or substantially identical to the logistic support, supplies, or services delivered or performed by the supplying Participant and which are satisfactory to the supplying Participant. If the receiving Participant cannot pay in kind within the terms of a replacement schedule, in effect at the time of the original transaction, the transaction may, by mutual consent, be deemed a reimbursable transaction and governed by sub paragraph (a) above, except that the price will be based upon the date on which the payment in kind was scheduled to take place. For transactions undertaken within the auspices of a running exchange account (for example, airlift part load transactions), the outstanding balance of the account may be deemed reimbursable if the account is not settled within time frames which may not exceed six months from the date of the annual point of reconciliation. In this case, the price will be based upon the date of the original reconciliation of the account.

(c)
Equal Value Exchange. The term "equal value" means logistic support, supplies or services defined in monetary terms using actual or estimated prices in effect at the time a transaction is approved. Both Participants will maintain records of all transactions, and the receiving Participant will pay the supplying Participant by transferring to the supplying Participant logistic support, supplies, or services that are equal in value to the logistic support, supplies, or services delivered or performed by the supplying Participant and which are satisfactory to the supplying Participant. If the receiving Participant does not pay in "equal value" within the terms of an exchange schedule in effect at the time of the original transaction with time frames which may not exceed twelve (12) months from the date of the original transaction, the transaction will be deemed a reimbursable transaction and governed by sub paragraph (a) above.

2. 
Invoices will contain a reference to this MOU (UK/LVA 01- MLS MOU) and/or applicable TA/IA. Invoices will be accompanied by evidence of receipt/performance by the Participant receiving the logistic support, supplies, or services. The invoices will itemise the various supplies or services being billed and the charges for each.

3.
The price for in-shop repair or technical assistance services rendered will be based on only those direct costs associated with providing the services, for example, supply stock list prices and actual labour charges.  The price for services rendered in a temporary duty capacity will be based on the individual's actual per diem and transportation costs.  
4.
Whilst the provision of transport should be managed as an exchange transaction wherever possible, an Order/Receipt form, as described in paragraph 1(a)(v) above, will be raised for each Participant to open the accounts in the first year of operation and at the anniversary of this date thereafter.  This will facilitate authorisation of the accounts to run, together with the means to finalise outstanding balances at the end of each calendar year from the point at which the account was opened following reconciliation between the relevant staffs of the Participants.  Such outstanding balances will be settled in accordance with the procedures identified in paragraph 1 (b) above.  
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