
INSPECTOR GENERAL
DEPARTMENT OF DEFENSE

400 ARMY NAVY DRRIE
ARLINGTON, VIRGINIA 22202-4704

August 1, 2003, 10:30 a.m.

INFO MMO

FOR: SECRETARY OF DEFENSE

FROM: Joseph E. Schmitz, Inspector Genfalo Pinent o efense

SUBJECT: Memorandum of Understanding (MOUTween Inspector Generaand
Acting Under Secretary of Defense for AT&L on Technology Transfer to
Countries of Concern

Pursuant to my briefing to you, attached for your information at Tab A is the final
draft MOU between the Inspector General and the Acting Under Secretary of
Defense (AT&L), establishing a temporary "International Armament and
Technology Trade (IATT) Directorate" within the Office of Inspector General
(01G). This MOU will be executed by the respective parties next Monday,
August 4, 2003.

By authority of a December 1999 inter-01G MOU (at Tab B), the 01G already
oversees an inter-agency task force on technology transfers to countries of
concern and has statutorily defined responsibilities in this area. The
OUSD(AT&L) has expertise and resources that would assist and enhance the 01G
with these functions.

The new IATT Directorate is designed to "consolidate OUSD(AT&L) and 01G
efforts pertaining to technology transfer to nations of concern," the underlying
assumptions for which are front-loaded in Part I of the draft MOU at Tab A.

The one page attachment at Tab C prepared by staff of the OUSD(AT&L),
summarizes the rationale for this temporary 01G directorate: "to reform and
improve the export control process so as to measurably improve the security of
critical American technologies and manufacturing abilities."

COORDINATION: None

Attachments:
As stated

cc: USD(AT&L); USD(P); USD(I); GC DoD
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MEMORANDUM OF UNDERSTANDING BETWEEN

THE INSPECTOR GENERAL AND

THE UNDER SECRETARY FOR ACQUISITION, TECHNOLOGY & LOGISTICS

OF THE UNITED STATES DEPARTMENT OF DEFENSE

I. Underlying Assumptions

The Office of the Inspector General (01G) independently and objectively fulfills its
mission pursuant to the Inspector General Act, as amended (the Act), Title 5, United
States Code, Appendix 1, et seq., and guidance from the President's Council on Integrity
and Efficiency (PCIE). The Inspector General Act mandates, inter alia, that the
Inspector General "provide leadership and coordination and recommend policies for
activities designed [J to promote economy, efficiency, and effectiveness in the
administration of [DoD programs and operations]."

In fulfillment of the Act, the 1G is authorized to "request such. . . assistance as may be
necessary for carrying out the duties and responsibilities provided by this Act from any
Federal. . . governmental agency or unit thereof" (5 USC Appx § 6(a)(3)). It should be
clearly inferred from 5 USC Appx § 9(a)(2) that the exercise of these statutory and
regulatory authorities will not conflict with the independence and objectivity of the
Office of the Inspector General, as under no circumstances shall program management
functions, or individuals with ongoing program management responsibilities outside 01G
pertaining to the subject of this MOU, be in any way transferred to the 01G. It is the
intent of all parties hereto that the objectivity and independence of the 01G shall be
paramount and no activity conducted hereunder shall conflict therewith. If it appears that
a conflict of interest or other abrogation of the OIG's independence has developed or
may be developing, the 1G may take whatever steps he deems appropriate to correct
same.

The Inspector General has a statutory duty pursuant to the National Defense
Authorization Act of 2000 (P.L. 106-65 § 1402(b)(3)) to participate in an annual inter-
agency "audit, [along with] the Inspectors General of the Departments of.. .State,
Commerce, and Energy, in consultation with the Director of Central Intelligence and the
Director of the Federal Bureau of Investigation, of the policies and procedures of the
United States Government with respect to the export of technologies and technical
infonnation. . . to countries and entities of concern." This statutory duty has been
implemented by a 2000 MOU between and among the Inspectors General of the
Departments of Defense, State, Commerce, and Energy and involving regular
consultation with the Inspectors General from the Department of Treasury, Central
Intelligence Agency, and the U.S. Postal Service, which MOU forms the basis for the
ongoing inter-agency export control audit process resulting in an annual report, this
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year's report titled, "Interagency Review of Federal Export Enforcement Efforts" dated
April 18, 2003. (These audits are outside the scope of work for the temporary
Directorate, as described in Part II below.)

The Deputy Under Secretary of Defense (International Technology Security) has been
tasked by the USD(AT&L) to conduct a review of the transfer of technologies and
technological information to countries of concern which is parallel to, although not
duplicative of, ongoing efforts by the 01G under the National Defense Authorization Act
of 2000 (P.L. 106-65 § 1402(b)(3)).

In October 2002, the President signed National Security Presidential Directive (NSPD)
19, which (in its unclassified parts) establishes DoD as the co-lead agency on the subject
of "Defense Trade Export Policy and National Security." While the Under Secretary of
Defense for Policy has primary responsibility for implementation of NSPD-19, per
Executive Secretary memorandum of October 21, 2002 (Tab B), the 01G and the
OUSD(AT&L) have concurrent statutory and policy duties thereunder.

The Under Secretary of Defense for Acquisition, Technology, and Logistics
(USD(AT&L)) is the principal staff assistant and advisor to the Secretary and Deputy
Secretary of Defense for all matters relating to the DoD Acquisition System; research and
development; technology; developmental test and evaluation; production; logistics;
installation management; military construction; procurement; cooperative research and
development; interoperability between U.S. and friendly and allied forces; and nuclear,
chemical, and biological matters.

The Deputy Under Secretary of Defense (International Technology Security)
(DUSD(ITS)), acts for the USD(AT&L) and, among other duties, "serves as the principal
officer and spokesman for [the USD(AT&L)] on all issues and decisions regarding
international technology security, arms transfer, commercial sales of defense and dual use
items, and all matters bearing upon the transfer or sale of technology to non-U.S. entities,
such as international arms cooperation, foreign mergers and acquisitions and foreign
military sales" and "serves as the principal advisor and assistant to the USD(AT&L) on
all issues bearing on the above areas." The incumbent's Position Description was
approved by the USD(AT&L) on August 18, 2001.

In performing his duties under the Inspector General Act, the Inspector General and his
Office would benefit from technical advice and expertise that the USD(AT&L) can
provide on matters regarding international technology security, arms transfer, commercial
sales of defense and dual use items, and all matters bearing upon the transfer or sale of
technology to non-US entities, such as international arms cooperation, foreign mergers
and acquisitions, and foreign military sales.

The Inspector General recognizes the role of the OUSD(AT&L) in providing advice on
technological matters within the DoD and considers it advantageous to draw upon
USD(AT&L) expertise to assure the technological integrity of 01G activities in specific
areas of interest. The parties to this MOU agree that it is desirable to consolidate
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year's report titled, "Interagency Review ofFederal Export Enforcement Efforts" dated
April 18, 2003. (These audits are outside the scope of work for the temporary
Directorate, as described in Part II below.)

D. The Deputy Under Secretary ofDefense (International Technology Security) has been
tasked by the USD(AT&L) to conduct a review ofthe transfer oftechnologies and
technological information to countries of concern which is parallel to, although not
duplicative of, ongoing efforts by the OIG under the National Defense Authorization Act
of2000 (P.L. 106-65 § 1402(b)(3)).

E. In October 2002, the President signed National Security Presidential Directive (NSPD)
19, which (in its unclassified parts) establishes DoD as the co-lead agency on the subject
of "Defense Trade Export Policy and National Security." While the Under Secretary of
Defense for Policy has primary responsibility for implementation ofNSPD-19, per
Executive Secretary memorandum of October 21, 2002 (Tab B), the OIG and the
OUSD(AT&L) have concurrent statutory and policy duties thereunder.

F. The Under Secretary ofDefense for Acquisition, Technology, and Logistics
(USD(AT&L)) is the principal staffassistant and advisor to the Secretary and Deputy
Secretary ofDefense for all matters relating to the DoD Acquisition System; research and
development; technology; developmental test and evaluation; production; logistics;
installation management; military construction; procurement; cooperative research and
development; interoperability between U.S. and friendly and allied forces; and nuclear,
chemical, and biological matters.

G. The Deputy Under Secretary ofDefense (International Technology Security)
(DUSD(ITS)), acts for the USD(AT&L) and, among other duties, "serves as the principal
officer and spokesman for [the USD(AT&L)] on all issues and decisions regarding
international technology security, arms transfer, commercial sales of defense and dual use
items, and all matters bearing upon the transfer or sale oftechnology to non-U.S. entities,
such as international arms cooperation, foreign mergers and acquisitions and foreign
military sales" and "serves as the principal advisor and assistant to the USD(AT&L) on
all issues bearing on the above areas." The incumbent's Position Description was
approved bythe USD(AT&L) on August 18,2001.

H. In performing his duties under the Inspector General Act, the Inspector General and his
Office would benefit from technical advice and expertise that the USD(AT&L) can
provide on matters regarding international technology security, arms transfer, commercial
sales of defense and dual use items, and all matters bearing upon the transfer or sale of
technology to non-US entities, such as international arms cooperation, foreign mergers
and acquisitions, and foreign military sales.

1. The Inspector General recognizes the role ofthe OUSD(AT&L) in providing advice on
technological matters within the DoD and considers it advantageous to draw upon
USD(AT&L) expertise to assure the technological integrity of OIG activities in specific
areas of interest. The parties to this MOU agree that it is desirable to consolidate
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OUSD(AT&L) and 01G efforts pertaining to technology transfer to nations of concern
into a single effort under the Inspector General. The purpose of this memorandum is to
set forth the relationship between the Inspector General and the USD(AT&L) to ensure
that the Inspector General and his staff receive independent and objective technological
assistance in this and in related areas of interest.

II. Establishment of Temporary Directorate

A. Purpose

1. This MOU establishes within the 01G the temporary International Armament &
Technology Trade (IATT) Directorate, the Director of which shall report and be
under the supervision of the Inspector General or his designee.

B. Directors

The first Director of the IATT Directorate shall be the Deputy Under Secretary of
Defense (International Technology Security). Subsequent Directors, if any, shall
be appointed by the Inspector General, in concurrence with the USD(AT&L). The
Director shall serve quo Director as a senior independent advisor to the Inspector
General on technology and export control issues in order to assist the Inspector
General in fulfilling his statutory duties.

The Director shall moreover carry out his IATT Directorate-related duties in
whatever way the Inspector General may instruct. For any member of the SES
selected and appointed under the terms of this MOU for detail to the IATT
Directorate from outside of the 01G, USD(AT&L) expressly gives the Inspector
General the right to appraise the performance of, and, if necessary, remove the
assignee from any 01G functional position for performance reasons, as the
Inspector General deems appropriate.

The Director, quo Director, shall be under the general supervision of, and serve at
the pleasure of, the Inspector General.

The Director shall operate in this capacity mainly from existing offices in the
Pentagon; however, the Inspector General may also provide the IATT Directorate
workspace in the Office of the Inspector General, as needed.

C. Staff

As appropriate, USD(AT&L) may recommend staff to the Director for assignment
to the IATT Directorate, where they will serve under the guidance of the Director,
pursuant to the terms and provisions of this MOU. The Inspector General may, at
his sole discretion, assign additional 01G staff to assist the Director, as needed.
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The Director may contract for additional staff and conduct operations to include
travel, as needed, the expense for which shall be divided between the parties to this
agreement on a case-by-case basis.

2. OUSD(AT&L) and 01G staff assigned to the IATT Directorate shall be provided
on a temporary and non-reimbursable basis. In addition, parties to this agreement
shall fully support the expenses and budgetary requirements of their respective
assignees to the Directorate, to include but not be limited to travel and personnel
related operational expenses.

D. Directorate Authorities

The decisions of the Inspector General shall be final with respect to any action or
inaction proposed by the Director involving the Inspector General's statutory duty,
as set forth in Section 2 of the Inspector General Act, as amended, inter alia, that
the Inspector General shall "provide leadership and coordination and recommend
policies for activities designed [J to promote economy, efficiency, and effectiveness
in the administration of [DoD programs and operations]."

The Director may recommend to the Inspector General that the IATT Directorate
initiate and pursue audits, evaluations, investigations and inquiries related to
international technology security, arms transfer, commercial sales of defense and
dual use items, and all matters bearing upon the transfer or sale of technology to
non-U.S. entities, such as international arms cooperation, foreign mergers and
acquisitions, and foreign military sales. However, to ensure compliance with
Government Auditing Standards, where necessary and appropriate, all matters
which require the specialized expertise of the Deputy Inspector General (Auditing)
shall be referred to that office.

The IATT Director may request the assistance of other employees and contractors
of the U.S. Government, industry, and members of the public who are familiar with
the technological issues in any particular matter, subject to relevant laws and
regulations, and consistent with the terms contained herein.

E. Where the Inspector General determines that the subject matter of an inquiry or
investigation is of such a nature that communication of its substance to the USD(AT&L)
would impair the OIG's "independent and objective" function, the Inspector General will
so inform the IATT Director after which the Director and staff of the IATT will refrain
from any such communication about any such matter with the USD(AT&L) or his staff.

F. During the duration of this MOU, periodic reviews of Directorate activities will be
scheduled by the 01G and led by the Inspector General not less frequently than once a
quarter. The review agenda will be established by the IATT Director and approved by
the Inspector General.
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The Director may contract for additional staff and conduct operations to include 
travel, as needed, the expense for which shall be divided between the parties to this 
agreement on a case-by-case basis. 

2. OUSD(AT&L) and OIG staff assigned to the IATT Directorate shall be provided 
on a temporary and non-reimbursable basis. In addition, parties to this agreement 
shall fully support the expenses and budgetary requirements of their respective 
assignees to the Directorate, to include but not be limited to travel and personnel 
related operational expenses. 

D. Directorate Authorities 

1. The decisions of the Inspector General shall be final with respect to any action or 
inaction proposed by the Director involving the Inspector General’s statutory duty, 
as set forth in Section 2 of the Inspector General Act, as amended, inter alia, that 
the Inspector General shall “provide leadership and coordination and recommend 
policies for activities designed [I to promote economy, efficiency, and effectiveness 
in the administration of [DoD programs and operations].” 

2. The Director may recommend to the Inspector General that the IATT Directorate 
initiate and pursue audits, evaluations, investigations and inquiries related to 
international technology security, arms transfer, commercial sales of defense and 
dual use items, and all matters bearing upon the transfer or sale of technology to 
non-U.S. entities, such as international arms cooperation, foreign mergers and 
acquisitions, and foreign military sales. However, to ensure compliance with 
Government Auditing Standards, where necessary and appropriate, all matters 
which require the specialized expertise of the Deputy Inspector General (Auditing) 
shall be referred to that office. 

3. The IATT Director may request the assistance of other employees and contractors 
of the U.S. Government, industry, and members of the public who are familiar with 
the technological issues in any particular matter, subject to relevant laws and 
regulations, and consistent with the terms contained herein. 

E. Where the Inspector General determines that the subject matter of an inquiry or 
investigation is of such a nature that communication of its substance to the USD(AT&L) 
would impair the OIG’s “independent and objective” function, the Inspector General will 
so inform the IATT Director after which the Director and staff of the IATT will refrain 
from any such communication about any such matter with the USD(AT&L) or his staff. 

F. During the duration of this MOU, periodic reviews of Directorate activities will be 
scheduled by the OIG and led by the Inspector General not less frequently than once a 
quarter. The review agenda will be established by the IATT Director and approved by 
the Inspector General. 
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Joseph E. Schmitz
Inspector General
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Implementing this MOU will involve the support of the Inspector General and
USD(AT&L). This mutual support should not be interpreted as either compromising the
independence of the 01G or as predetermining the results of any audits, evaluations,
investigations, or inquiries. It is intended that support from outside the 01G shall be in an
advisory capacity, in conformity with the ongoing and permissible practice by the 01G of
receiving outside advice and support for its activities, without compromising the integrity
of its findings and analysis. All Directorate assignees will, at all times, safeguard the
independence principle embodied in the 1G Act. Moreover, when any audit conducted
hereunder shall involve a specific matter in which an OUSD(AT&L) assignee was
substantially involved in another capacity, and where such matter is not transferred to
01G pursuant to this MOU, such assignee shall recuse himself, and his organization shall
designate an appropriate substitute representative for the duration of that specific project.

Pursuant to the Government Auditing Standards, Amendment No. 3, § 3.30.4, the
Inspector General concludes that the Directorate established by this MOU meets all the
safeguards listed in paragraph 3.30.3.

Tennination.

Any party hereto may withdraw from this MOU, effective immediately, upon
written notice. The MOU will be terminated on the withdrawal of the Inspector
General or the withdrawal of the USD(AT&L).

This MOU is expressly intended to be a temporary consolidation. The MOU shall
become effective upon the date of signing by the Inspector General and the
USD(AT&L) and shall continue until such time as this MOU is modified in writing
and signed by all parties hereto, or terminated. On termination, either party is free
to resume separate efforts to protect the national security interests of the United
States regarding the transfer of technology to nations of concern.

Signed this day of , 2003.

Michael W. Wynne
Acting Under Secretary of Defense
(Acquisition, Technology & Logistics)
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Inspector General 
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Acting Under Secretary of Defense 
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I. OVERVIEW

A. Background

The United States controls the export of certain goods and
technologies for national security, foreign policy, or
nonproliferation reasons under the authority of several different
laws. The primary legislative authority for controlling the
export of dual-use commodities (goods and technology that have
civilian and military application) is the Export Administration
Act (EAA) of 1979, as amended (Title 50, United States Code,
Appendix 2401) . The EAA gives authority to the Secretary of
Commerce to issue rules and procedures for processing dual-use
export license applications. The export of goods and
technologies that have only military use is controlled under the
authority of the Arms Export Control Act (AECA) (Title 22, United
States Code, Section 2751) . The AECA authorizes the President to
control the export of items included on the U.S. Munitions List,
which is maintained by the Department of State (State) . As a
result of the National Defense Authorization Act of FY 1999,
State's role in the munitions licensing process expanded. The
authorization act requires all licenses associated with
commercial satellites to he transferred from the Department of
Commerce (Commerce) to State.

The Commerce Bureau of Export Administration controls the export
of dual-use commodities using the authority provided in the EAA.
The EAA last expired in August 1994, and has not been reenacted.
However, pursuant to Executive Order (EO) 12924, 'Continuation of
Export Controls Regulations," August 19, 1994, the President
declared a national emergency and, under the authority of the
International Emergency Economic Powers Act (Title 50, United
States Code, Section 1701), continued and amended the provisions
of the EAA. Each year thereafter, the most recent on August 10,
1999, the President issued a notice 'Continuation of Emergency
Regarding Export Control Regulations," continuing the national
emergency declared by EQ 12924.

In December 1995, the President issued EQ 12981, 'Administration
of Export Controls," in response to the need for more
transparency in the dual-use export licensing process.
Specifically, it authorized the Departments of Defense, Energy,
and State and the Arms Control and Disarmament Agency to each
have the authority to review any license application received by
Commerce. In addition, EQ 12981 established mandatory escalation
procedures for all dual-use export license applications under
interagency dispute and refined the timelines for both processes.
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B. Requirement for Annual Export Control Interagency Revie

Public Law 106-65 National Defense Authorization Act for Fiscal
Year 2000, Section 1402, Annual Report on Transfers of Militarily
Sensitive Technology to Countries and Entities of Concern,
October 5, 1999, requires an annual interagency review of export
controls be conducted. Subsection (a) of Section 1402 states:

ANNUAL REPORT. Not later than March 30 of each year beginning
in the year 2000 and ending in the year 2007, the President shall
transmit to Congress a report on transfers to countries and
entities of concern during the preceding calendar year of the most
significant categories of United States technologies and technical
information with potential military applications.

Subsections (b) and (c) of Section 1402 state:

CONTENTS OF REPORT. (3) An audit by the Inspectors General of
the Departments of Defense, State, Commerce, and Energy, in
consultation with the Director of Central Intelligence and the
Director of the Federal Bureau of investigation, of the polic:es
and procedures of the United States Government with resoect to re
export of technologies and technical information referred to
subsection (a) to countries and entities of concern.

(C) ADDITIONAL REQUIREMENT FOP. FIRST REPORT The first annual
report required by subsection (a) shall include an assessmer.z by
the Inspectors General of the Departments of State, Defense,
Commerce, and the Treasury and the Inspector General of the
Central Intelligence Agency of the adequacy of current export
controls and counterintelligence measures to protect against the
acquisition by countries and entities of concern of United States
technology and technical information referred to in
subsection (a)

II. ANNUMJ INTERAGENCY REVIEW TOPICS

The National Defense Authorization ACt requires a total of eight
interagency reviews between F? 2000 and F? 2007. In addition,
the FY 2000 report requires an assessment of counterintelligence
measures to protect against the acquisition of technology and
technical information referred to in Subsection (a) of
Section 1402. Based on discussions with Congressional staffers,
topics to be addressed in the FY 2000 through FY 2007 reviews may
include, but need not be limited to, legislative and exe:::ve
guidance for export licensing, the referral and dispute
resolution process, procedures in place to assess the cumulative
effect of exports, database management, mechanisms designed co
ensure compliance with export license conditions, and
implementation of end use checks. The following is the tentative
schedule for the annual reviews; changes to the plan may be made
by the interagency working group, if required.
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FY 2000 Deemed Exports at Federal Labs and Agencies and an
Assessment of Counterintelligence Measures

FY 2001 Development of the United States Munitions and Commerce
Control Lists

FY 2002 Enforcement of Export Controls
FY 2003 Databases
FY 2004 Cumulative Effect
FY 2005 Contractor and University Deemed Exports
FY 2006 The Licensing Process
FY 2007 Implementation of Working Group Recommendations

Annually, an implementation agreement detailing that year's
interagency review objectives, scope, and methodology will be
prepared by the interagency working group discussed in Part III.
In addition, for FY 2000 an additional implementing arrangement
will be prepared detailing the objectives, scope, and methodology
of the assessment of counterintelligence measures. The
implementation agreement will be signed by the Assistant
Inspector General for each of the Offices of Inspector General
(OIC-s) participating in that year's review.

III. ROLES AND RESPONSIBILITIES

To ensure the success of the interagency review(s) and ensure
close coordination among the five OIGs participating in the
reviews, each agency agrees to the following procedures.

The Inspectors General of the Departments of Corrunerce,
Defense, Energy, State, and the Treasury will provide a
representative to an interagency working group to coordinate the
review. That working group will meet at least once a month Lo
discuss the progress and direction of each agency's review and
coordinate joint activity. An Inspector General representative
is not required to participate in the working group meetings when
the agency does not have a role in the export review topic under
examination that year.

The methodology for the reviews will be developed by the
working group. The working group will develop and agree upon a
common approach to address each year's review topic. The working
group will also establish milestones for the overall execution of
each review.

The Inspectors General of the Departments of Commerce,
Defense, Energy, State, and the Treasury agree to designate a
team leader and appropriate team members to accomplish the
various annual reviews. All team members will have appropriate
security clearances, and each agency 01G team will take steps to
ensure that results of the review are properly safeguarded.
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Each agency 01G team will follow the general approach agreed
upon by the working group. Major deviations from the approach
shall be coordinated in advance with the working group. Each 01G
may add supplemental review steps as appropriate for that agency.
Working paper files will be maintained by each 01G team as deemed
appropriate. The review will be performed in accordance with
each OIG's appropriate standards.

Each 01G team will review the operations at its agency and
will perform work as needed to address concerns or questions
raised by other review teams. There may be instances where the
working group determines that a joint effort or arranging access
for a review team into a different agency would be more
efficient. In those instances, the work will be conducted in
coordination with, and following the prior approval of, the 01G
being visited by other 01G staff. Each 01G reserves the right to
execute its oversight function in accordance with established
law, regulation, and/or its internal procedures. In addition,
each 01G may recommend corrective action if the need arises
during the course of the review before the issuance of the annual
interagency report.

Each 01G will be responsible for logistical matters for its
team.

The OIGs performing reviews under Section 1402 of the
National Defense Authorization Act for Fiscal Year 2000 will
consult with the Office of the Inspector General of the Central
Intelligence Agency and the Inspections Division of the Federal
Bureau of Investigation, as appropriate.

IV. OTHER MATTERS

Each 01G of the Departments of Commerce, Defense, Energy,
State, and the Treasury will issue separate announcement letters,
if appropriate, and hold separate entrance conferences with its
agency.

The team leaders will brief the review results and tentative
conclusions to their respective Inspectors General and cognizant
Assistant Inspectors General. Each 01G will independently
prepare and distribute its own report (if determined necessary by
the respective Inspector General), using its standard procedures.

Each 01G will evaluate management comments and track the
recommendations made to its agency, using its standard
procedures. Agency disagreement with 01G recommendations will be
resolved according to established agency procedures.
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Each 01G will perform its own investigations of waste, abuse,
and illegal actions that may be uncovered during the review.
Allegations involving other agencies will be referred to the
cognizant 01G for action.

The 01G, Department of Defense, in coordination with the
other OIGs, will prepare an interagency final report containing a
summary of issues that may cut across two or more agencies. If
all the OIGs do not concur, the significant differences will be
discussed in the summary of issues. In addition, the 01G,
Department of Defense, will prepare a letter transmitting the
interagency final report to the National Security Council. The
transmittal letter will be signed by all Inspectors General
participating in the review.

Space will be made available at the 01G, Department of
Defense, for the interagency working group, and each interagency
01G review team, on an as-needed basis.

V. IMPLEMENTATION AND TERMINATION

This MOU shall become binding and enter into force upon signature
of all parties. This MOU shall terminate upon completion of the
FY 2007 interagency final report. Early termination of this MOU
rny occur upon mutual agreement of the parties.
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The undersigned have reviewed this document and are in agreement

with the conditions contained herein.

nie E. Frazier
ector General
rment of Cornrerce

/ /?,A I/Il
-"-' ( V V \OQ4-..-'..J Date

Donald Mancuso
Acting Inspector General
Department of Defense

Grego.' -. Friedman
Inspector General
D. art.t'e ò Energy

Jacqu-lyn L. Williams-Bridge
Inspector General
Department of State

Jeffery Rush, Jr.
Inspector General
Department of the Treasury

*The Inspector General, Department of the Treasury, did not feel a
fora1 MOU was necessary, and thus did not sign this MOU.
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Summary and Rationale for Memorandum of Understanding Establishing
International Armament and Technology Trade Directorate

The Under Secretary of Defense (Acquisition, Technology and Logistics) (USD(AT&L))
has proposed, and the 1G has tentatively agreed, to consolidate OUSD(AT&L) specialist
expertise and 01G mandated authority pertaining to technology transfer to nations of
concern into a single effort under the Inspector General. This MOU establishes within
the 01G the temporary International Armament & Technology Trade (IATT)
Directorate.

The Deputy Under Secretary of Defense (International Technology Security)
(DUSD(ITS)) was created at the beginning of this administration to reform and improve
the export control process so as to measurably improve the security of critical American
technologies and manufacturing abilities. He has been tasked by the USD(AT&L) to
conduct an inquiry into the transfer of technologies and technological information to
countries of concern which is parallel to, although not duplicative of, ongoing efforts by
01G.

The Inspector General (1G) was given a statutory duty pursuant to the National Defense
Authorization Act of 2000 (P .L. 106-65 § 1402(b )(3)), to audit "policies and procedures
of the United States Government with respect to the export of technologies and technical
information. . . to countries and entities of concern." Inspector General Schmitz has
broad personal experience in this area, and regards this mandate as an avenue to the sort
of imaginative attack on intractable problems you suggested he undertake when he came
aboard.

The Directorate will press reform across the whole of DoD and the entire interagency
process, via an existing interagency MOU between the various Inspectors General. As
important, it will be able to focus on countries of interest such as Iraq and correlate real
time diversions of weaponry and technology into the overall reform of the technology
transfer process.

The Director, IATT will be Dr. John A. Shaw, DUSD(ITS). Dr. Shaw has served in a
variety of senior positions in the government for over 30 years, including the White
House staffs of Presidents Nixon, Ford, and Reagan. Uniquely, he oversaw export
control issues from all three of the government agencies which play principal roles in
export controls: Defense, State and Commerce.

Dr. Shaw served as White House Liaison to the Defense Department for Secretary
Rumsfeld under President Ford. In 1975 he was confirmed as Inspector General of
Foreign Assistance and Assistant Secretary of State, responsible for the oversight of all
U.S. Foreign Military Sales. From 1989-91 he served as Associate Deputy Secretary and
Chief Operating Officer of the Department of Commerce, and oversaw a major effort to
reform the Bureau of Export Administration. In 1992, he was appointed Assistant
Secretary of Commerce for Export Enforcement.
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