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. UNITED STATES GENERAL ACCOUNTING OFFICE .
' WASHINGTCN, D.C. 20548 ! . e .
2 MR . ) ) ‘ --all ~=t1mated costs of providing technfcal assiscancs .
. S— g ETR E o . and training ara ideatifiad and included in zha fiscal
'kh G0 o 7 3 20 : year 1977 sales contracts currently uade nesstiation '
DIVISION OF FINANCIAL AND . NS :
GENERAL MANAGEMENT STUDIES . . Wita iran. . .
[ .
' . - ) ‘ ' SCOPE OF REVIZW
- : B-159835 " . SCOPE OF REVIZ R .
‘ . : L JUL 13 1976 . -
. - We reviewed pertinent lsgislation amdDafense rzgzulatioms; incar-
The Honorablz viewed responsibl= officials; reviewed biliing and collsczicn pro-
The Secrestarty ﬁ%_ ceduras; and raviewed thé -dudit objectives, scope of work, and work
. B - performed by the Defense auditors in Iran. -We did our work primarilw
Dear Mr. Seiratazy: at Headquarters, Department of belsnse. ‘
The Chairman of the House Appropriaticns Cermmittes Zzas ashad that BACKGROUND s
«w¢ determine whecher foreign cruncrises are being charged the Iull cost . - . , o _
of training and technical assistance services tenderad within the 4 forelgn country purchasing militarv 2quipment fzcm the Uaitad
forsizn countrie es by the Yepartment of Defanie. Statas may also purchase the services of U.3. military and civilizan
Lt ‘ * technlcﬁana, who pruvide téchnical assistance serviczs. and train )
- 2 - N . P s
The major purchasev of these services is the Governmenc of Lran. members of that countzy's armed forces to operate, maintain, arnd
Contracts with Iran for the sals of these services during fiscal vear suppor the equipment purchased.
1975 to= alnd 393.4 million. As a vesult of a recent review I che 1' . L . i
costs associ ateu wz:h providing U.S. tachnical assistance and crain- - Defense provides Fe anicar as?Lstance and ;ra}nzfg 50 foTeizn
ing to the Iranian Azmed Forces, auditors assizaed to ths Office of governments on tha basis of authority gwancad in the Foraign Milizary
: %, : .~‘- - = - -a -5 = e b= = - S 4 P ~4 o 3 ~- < = =t - Ak - ~"
¥ o ‘the Deputy Assistant Secretavy of ‘Defense (Audit) reported that Sales Act of -1968 (22 U.S.C. 2751l). The 2ct provides that che Presi- :
: roughlv.$23.5 million in costs which will be i-currad by the U.S, . ‘ dent may sell services of the Departmenk of Defense ©d any frisndly :
Government in fiscal yvear 1975 will not be rscovered. In their "Raport . cotntry or international organizatium if i: agr2es o pay not lass. than :
' . on Review of Security Assistance Program ia Iraa' dated February 25, . the value thereof in U.3. doliars. l
S ~ 1976, the Defsnse auditors concludad that much of the $238.3 million o e . - e . ;
. should be charged zo Iran and vecommended that (1) a study be made to Fiscal year'1976 sales involving technical assisctance and train-
‘ s . - PR , . + [33e) . 3 2 a 4 = - : :a . ¢
o insure that all costs of providing services to the Iranian Armed Forces 1ag to _“a‘I-anLan Armed Forces involved 13 cases totaliag 533.: ;
- are identifisd and (2) resimbursement for such costs be obtained. mllllon'! -he salec contracts covered a l3-month perisd snding Septam- .
§ : - PR b T N 3 .« 2 az . ‘ ]
[ ‘ , ' "+~ Although Defense officials concurred, they have not taken acticn to par _O{ 1276. : :
) carry out the recoumendations or could we find any indication that , o - o S . : :
o ) they olanned to do so. , Department of Defense Form L5313 is used as the Zormal comtract
) T - . R between the Unitad Statss and foreizn governmen:is for sales of Defanse
' The Office of the Chairman has requested that we report this S ‘ services. All sales are subject to the following contractual conditions, L.
matter to you to insurs that prompt action is taken to initiate the ’ . ; , - \
recommended study so that --Prices shall be at the total cost”to the U.3. Governmant.
--re. sursable costs insurred in providing technical --The U.S. Government will attempt to notify the fcreign
assistance and training in Iran during fiscal.year government of price increases which will affact the
. 1976, which were not included in the Fiscal year total estimated contract price by more than 10 parcent;
. 1976 sales contraces w;tn Iran, are identified. but Lal?ura to so advise does not altar the foreizn
R and recoverad and . government's oblizacion to reimburse tha 1.3, Govermment
. for the total cost incurred, ’ ‘ )
FOMSD-T5-54 . )
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3-159835 B-159333 :
v, ) ~--The foreizn govarament agraes to raimburse the U.S5. L . » the iranian A-med Forces or support to U,5, training parsonnal and
Govermment if the final cost axcseds the amount zsci- Lo . C . advisors. The auditors reviawed rganizatisns naving 1,%22 of thass
: matec in the sales agreement. o = perscanal.  Of the 1,922 personnel, thay idancifiad 109 perscunel whss:
" K . : . £ ' nay and allowances of 57.3 million nad not bdean iacluded ia salas
TEVET i a e ~r AN —uoirm e . S R : v . . . -
DETINSE HAS NOT TAKIN ACTION TO INSURZ THAT . v ‘ . ] cotttracts 25 costs to D2 reimbursed by Iran to the U,S. Government,
T AACTe St T . . B s TS | ) .. . . N N . . -
. . ALL COSTS TWZURRID IN 2ACVIIING ST - = Defense auditors said that pay and allowancas for the wamaining L,T1l3
o SoToTANC T sy T o— . . " s PR it - . .
ASSISTANCE AXD TRAINING ARE RECOVIRID E : personnel-had been included in contracts with Iran for reirbursament.
o Lo oh . , The personnel omittad were idantifizd as Seinz assignad primazily o
. Defense officials have not initiated the study, racommended by i : _ the U.3. Support Activity, U.5. Army Medical Depaziment Acctivity,
» , ‘ Defsnse audizors, to insure thac all costs inecurvad by the U.S5. Govern- i ' Army Communicatious Command-Europe, Military Airlift Command, and U.3.
. : aent in providing tachnical assistance and craiming to the Iranian o e © - American Forces Radio and Talavision Sarvics and as providing eithar
: Armed Fotces are idantifiad and that they ara being recoverad, - ; divect or indiract support to the foraign military sales proiram.
of:the Defsnse auditcors and bdelieva tha: . Similarly, the auditors astimazed that Defense would nor recovar
> L0 warrant Implsmentation of their racom- : about $20.7 million in other costs iacurrad in fiscal wear 1975 no
, : ! support the technical assistance and training prograw in Izan. For
. . L » 4 example, the iuditors raported that Defanse had not iacluded elouc
. . ] cors ide fied rzougily $23.3 million . ia costs wnhich will $19.5 million in operating costs the Military Airlift Command had
e Iirmcurred as a vesu £ providing technical assistancs ard rraining . incurred to support the Iranian Government ia computing raimbursable i
i . in Iran during fiscal vsar 1976 buc wn'ch had not been included ia : . : ¢ gOSsts. kccordxng to Defsnse auditors, thess operating costs consistad
salss concraces with Iran. o - . of the cost of maintaining the command's facility in Iran and the cost
. . - o . ! i of transporting. to Iran persounel-support itams, such as commissaczy i
. The audicors tald us that their raviaw was not dirscted at detas- and medical items.
nining the precise amouat of costs omitted from the salas cortracts ; : . :
and that the 323.3 million was a rough estimate. Thay charafors - CCONCLUSION
: Teccmmended oo (i) the Chiaf, U.3, Miltitary Mission wizh the Iranian ot : ) : :
Army and U.5. Military Assistance Advisory Group zo Iran and (2) the , 4 3 - The auditors raised wvalid quastions'about'thé racovery oL costs
fansa Semitwd s3ise = v orhak T1aZama ;- : 0 . : ’ . : | y s -
Delense Security Assistance dgency that Dafense missions and organiza- _ o v ' the U.S. Government incurrsd in Iran, and ths racommsndad study o
. - tioms'in Iran Ye studi.iz, to insurs that Defense was Jully identifying, S : identify unracoverad c¢osts is warrantasd. The study should also ; . ;
: AnC requesting relmbursement for, all costs associatad with pwoviding ‘ ' i ' identify any pertinsnt controls and prscedures that need improvement. S
! tachnical assistance and training services to the Iranian Armed Forces. ' ' . - i : e : . o
. i ‘ C R ‘ . The fiscal year 1976 contracts 'with Iran expire on $
) the teport the Defanse audizors issied indicated chat the Chisf of ..1976, and the fiscal vear 1977 contracts with Iran are be . §
- 7.5, Milirca Missie :3 7 N {1 4mny Yy Aaf P imi s o . K
. - tte,h'b',dlLL* ty Mission with the Iranian Aray and U.5. Milicary " sidered. Thevefore Defense shouid prompily initiaze the T
Advisory Group to Iran agreed with their resccmmendations and that the identify all costs associated with providing technical: as :
- . Nar Secyuzicr - vee s — . i . N E . . o R R Ve . H
Defense Secusity Assiscance Agency zoncurred in principle. Defanse training to the ILramian zovernment and, comsistent with ¢ : -
?ecurx;y Assiszance Agency . ofiicials, howewer, said thac, althouzh the of ‘the Foreign Military Sales Act and the Department of. D *ora B o 1
. Agency was responsibla for imsuring cthat all costs incurred in provid- 1513, seek reimbursement for such cos:s{ ' U e e e D e
ing technical assistance'and training in Iran are racovared, they had : . B L e e
> not initiated the study the Defense auditors had vraccmmended. Further, S ‘ o N R 0. We noted; with re pect to the ‘ecovery of costs up-to and includ~. S '
. we did not :L;d any evidence that they intend:d to make the study. o . i .. . -ing final billing, that the Department of Defanse Form. L3513 provides — . - R
RS Since the study has nmot been initiated, uc sctior. had besn taken to o ’ ' o that adjustments may be made 'to estimatad costs ‘whep, they zre.aobl’ R .
- seex vt .nbursement for ony of the Fiscal wear 1976 costs ths auditors | ‘ co ' ; 1 2 £ rcoits SHat . %
. had identified or to inciude such costs i% fiscal woar L97} h_bamn :_ commensurate with actual gosta incurred. There-oro aﬂ\ CO:;: 5naf‘ ol
—. , ; iz incs a costs in fiscal yaar agreemants, o are not racovered can ‘and should be subsequently billed.  THe lonzer i g
; s : X : gl the delay in complating the ;uudv and billing Yran for unracovarad :
) Defense iltors reportad that the total authorized strangth of g costs, the more di'f*cul“'xt k-Ll be to recnvar these coasts. B
the 23 U.S. units and orzanizations permanently 2ssizned in Iran was o} o ol ’ : - BRI : v
2,370 personnsel, of which 2,063 personnel wers assigned tp organiza- S . '
L tions engaged in providing either tschnical assistance and trainiag to ‘ f :
) : - + L . :
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‘We recommend that vos direct the Diractor, De-ense Security

Assistance Agancy, ta: . . .
~-lnitiate and complets the study the Defanse auditors )
recommended befors the {isc v 1976 contrades
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~--Include in futurse foraizn milicary sales cpntracts .
any alditional estimazed cosis idencifiad duriang the
study as being associataed with providing technical
assistance and trainizg servicas to Iran. .
We also racommend that the procsduras and criteria usad-for
identifying costs that should be veimdursad by Iran b2 reevaluacad
to insure that all c¢oszs the U.S. Coverameat incurrad in providiag
technical assistance and training in IzTan are':ecove:ed.
; #SﬁYdu know, section 238 of the Lagislative Reorzanizatiocn Ac: of
‘1970 rzquires the head of a Taderal azancy Lo sudbmit .2 writtsn stacte-
merit: on actions taksn on our racommendations to the House and 3enata
Committaes on Govermment Cperations not later tnan 50 days after the
~date of the report and to the Houses and Senate Commitr2es on Appropria- )
tions with the agency's {irst vequesc Tor appropriations made moce than .
60 days after the date of the reporti. :
. We would appreciate being informad of actions taken or plannad .
with gahc to our reccmmendations and of amounts of racoveries of. )
' costs not now included in cor.racts with Iran. We will be zlad to- ’
or with your :epfesen:atives. ' ’

. dis cgss these matters with” you

We are sending copies of this repor: toda y to the Dlrec or, Dfiice
of Management and Sud5°C°'*he Chairmen of the ‘House and Senate Commit- . . . -
I et X
. teas on Govermment Operations ,‘kgprogr;aczcns,~and “Armed Services; and -
the DirBetor, Defanse Sec rity Assisvance Agency. ;
. Sincaraly youts, -7 ,

- - -~
, . D. L. Scantlebuzy .
. Director .
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