
OFFSETS IN DEFENSE TRADE 

ST AND ARD OPERA TING PROCEDURES 
\ 

Background 
In 1984, the U.S. Congress amended the Defense Production Act (DPA) to require the President 

to submit an annual report to Congress on the impact of offsets on the U.S. defense industrial 

base. 1 The Office of Management and Budget was the first agency appointed as the interagency 

coordinator for preparing the report for Congress. In 1992, Congress amended the DP A and 

directed that the Secretary of Commerce function as the President's Executive Agent in 

preparing the annual report to Congress.2 

Section 723 of the DPA authorizes the Secretary of Commerce to develop and administer the 

regulations necessary to collect offset data from U.S. finns.3 The Secretary of Commerce has 

delegated this authority to the Bureau of Industry and Security (BIS). BIS published its offset 

reporting regulation in 1994.4 BIS amended its offset regulation in 2009.5

\ 

Offsets in defense trade encompass a range of industrial compensation arrangements required by 

foreign governments as a condition of the purchase of defense articles and services from a non­

domestic source. 

BIS collects data annually from U.S. firms involved in defense exports with associated offset 

agreements in order to assess the impact of offsets in defense trade. 

Exports of defense articles and services can lower overhead costs for the Department of Defense; 

help sustain production facilities, workforce expertise, and the supplier base to support current 

and future U.S. defense requirements; promote interoperability of defense systems, subsystems 

1 ,Stt Pub. L. 98-265, April 17, 1984, 98 Stat. 149.
2 � Pub. L. 102-558, Oct. 28, 1992, 106 Stat..4198; � also Part IV of Exec. Order No. 12919, 59 Fed. Reg.
29,525 (June 3, 1994) and Exec. Order 13603. Fed. Reg. 16,651 (March 22, 2012). 
3 Previously, the offset report was submitted pursuant to Sec. 309 of the Defense Production Act of 1950. However, 
as a result of the Defense Production Act Reauthorization of 2009, Pub. L. 111-67, which rewrote Title III of the Act 
and introduced a new Sec. 723 on offsets, the report is now submitted pursuant to Sec. 723. Section 723 is largely 
the same in content as the prior Sec. 309. 
4 

� 59 Fed. Reg. 6 I, 796 (December 2, I 994) codified at 15 C.F.R. § 701. 
5 See 74 Fed. Reg. 68,136 (December 23, 2009) codified at 15 C.F.R. § 701. 
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LIST OF FOIA EXEMPTIONS   

 

(b)(1) – exempts from disclosure classified national security information 

 

(b)(2) – exempts from disclosure records related solely to the internal personnel rules and practices of an 

agency. 

 

(b)(3) – exempts from disclosure information prohibited from disclosure by another statute.  An example of 

such a statute is section 12(c) of the Export Administration Act which protects information concerning export 

license applications. 

 

(b)(4) – exempts from disclosure (1) trade secrets and (2) information which is (a) commercial or financial, (b) 

obtained from a person and (c) privileged or confidential.  This exemption applies only to information 

submitted from outside the government.  Information which has been voluntarily submitted is confidential if it 

constitutes information which the submitter would not customarily make available to the public.  Information 

which has been compelled to be submitted is confidential if disclosure is likely to:  1) impair the government’s 

ability to obtain necessary information in the future or 2) cause substantial harm to the competitive position of 

the person from whom the information was obtained. 

 

(b)(5) – exempts from disclosure internal Federal government documents which are both pre-decisional and 

deliberative.  In addition, the attorney work-product privilege and the attorney-client privilege have been 

incorporated into exemption (b)(5). 

 

(b)(6) – exempts from disclosure information about individuals, the disclosure of which would constitute a 

clearly unwarranted invasion of personal privacy, so long as that invasion is not outweighed by a public interest 

in disclosure. 

 

(b)(7) – exempts from disclosure records or information compiled for law enforcement purposes 

(administration, civil, or criminal.) and meet one of the following sub parts: 

 

(b)(7)(A) - exempts information where disclosure “could reasonably be expected to interfere with 

enforcement proceedings.” 

 

(b)(7)(B) - exempts information that the disclosure “would deprive a person of a right to a fair trial or an 

impartial adjudication.” 

 

(b)(7)(C) - exempts information that the disclosure of which “could reasonably be expected to constitute 

an unwarranted invasion of personal privacy.” 

 

(b)(7)(D) - exempts information that “could reasonably be expected to disclose the identity of a 

confidential source, including a state, local, or foreign agency or authority or any private institution 

which furnished information on a confidential basis.” 

 

(b)(7)(E) - exempts information that “would disclose techniques and procedures for law enforcement 

investigations or prosecutions, or would disclose guidelines for law enforcement investigations or 

prosecutions if such disclosure could reasonably be expected to risk circumvention of the law.” 

 

b)(7)(F) - exempts information that “could reasonably be expected to endanger the life or physical safety 

of any individual.” 




