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The meisr pusthasaer af these
Conzracts with Iran for the sal 3
L1275 toraled 73,4 millisa.  As T €
cos%s assrclated with providing U.5. technical assiscenca and traine
ing o the iranian Ammed Forces, zuditors assiprad =o the Office of
the Depurty Assistant Seorstary of Defenss favdit) reporsed thes
roughiy 3230 niliion in costs which H oy the U.3.
) Goverrmesnt in figzal year 1976 in their "Reporc
on Review of Jecuritv Assistan 4 FTebruary 25,
1976, the Defense auditsrs con $23,3 ailiion
sheculd be chavrged ta Iran and tudy be made to
insure that all costs of provid nian Armed Forces
" are identifiad and (2} raimbur sbtained.
Although Defense offlcials caone ken action to
) ceriy out thae recommendations dication that
they piLanned to do so.
The Ofiice 2f the Chalrmun has requested that wo Teport tais -
matier o yeu Lo insurz that prempt actiom is caken to initiate the
recommended stwdy so that
~-veirbursable costs incurred in providing technical )
assistance .nd training in Iran during fiscal vear
1976, which were not included in the fiscal veas
1976 sales contracts with Iran, are identifiel
.2nd recovered and
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%e reviewed pertinent ilzgislaticon
viewed veszponsible officials: reviewszd
cedures; and raviewed thet udiz cbiect
perfirmed by the Defensz audicors in 1
at Headguar:-ers, Departnent ci Celense

A forai
Staztes mav a
technicians,
membars of thac ¢
supporz the

Defensa provides tezhnical assistan
governments cn the basis of zuthoriry gw
Sales Act of 1963 (22 €.5.C. 27al). Th=s
dent Tay seil services of the Department
countxry ot intarmational organization iZ
the value thereof in U.3. déollars.
Fiscal vear 1976 sales involviag techniczl assiscance 2nd train-
ing to the Iranian Armed Torces involved 12 cases totaling 393.¢&4
million. The sales contracts covered a l3-month period ending Septzm~

ber 30, 1976.

Department of Defense Form 1313 is used as the formal contract
between the United States and foreizn governments for sales of D:efanse
sersices. All sales are subject co the rollowing contvactual conditicns.

-=-Prices shall be at the total cost to the U.3. Govermmant.

~-The U.§. Government will attemnt to notify the foreign
government of price increases which will affect the
total astinated contract price by more than 1) percent;
but failure to so advise does not alter the foreign
government's oblization to reimburse tha U.3. Govermment
for the total cost incurrad.
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The auditors {dentilied rough'ly 322.3 miliion in 22s:ts which
Se Incurred 33 3 wesult of providing fechnical assiszance and training
in Iran during tlscal vear 1375 buc which had noz been Iacludad iz
salas coneractsd with Isan.

The audleoass told s th t datar-
niniag Lhe sreci-T amount of cost TACLS
and trau the $13.5 uillion was a T2
secirmendad 1o (1) lhe Chlaf, U.3 ranian
Ammy and U.3, Military Assiscance ) zhe
Defensa fezurlty Assistance dgzenc rzaniza-
tions in Iran Ye studied, ko insu nrifying
and requesting reinmbuirsement for, oviding
technicai assigtance and trzianing d Forces

The report the Defense au'itors is
the U.5. Yiiitary Missisn wizh the Iran
Advisovy Group to Iran agread with thai s
Defensa Srcurity Assistance Agency sonc ol
Securizy As=lstance Agency officials, h a ag, ai
Agency wa3 vesponsibie {or insuring that ail cos acurred D
ing tecnnizal assistance and “raining in Iran ars rscovevred, thev had
oot initiated the study the Defense auditcrs had raccamendad, Further,
we did nouv find any evidence that thev intended te =m2kez the study.
Since the study has not been initiated, no action haa besn takzsn to
seek reimburs-aent {sr any of the fiscal vear 1276 costs ths auditors
tad 1dentilied oo to include such costs ia £iscal —ear 1977 agreements,
Defense zuditors reportad th.t the =etal autherized strengzh of
the 28 U.§, uni:cs ans orzanizations permanentlv =s:sizned in Ivzn was
2,37C perscnnel, of which 2,043 personnel were assizned to organiza-
tions engaged In p*ﬂ' idirz either technical assistance 2ad training to
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1he auditors

rai of costs
the U.S. Govermment i tudv :o
identify unrecovared also
identify any pertinen provenmer t.

The fiscal vear
1976, and the fiszcal
sidered. Therefore D
ldentify all costs as
training to the Iranian
of the Forel
1513, seek 1

srov

We noted, with :respect to the rtecovary of co3ts up to and includ-
ing final bi.ling, tnat the Department of Defanse Farm 1313 provides
that adjustments may be made to estimatsd costs wnea they ars not ’
cormensurats with actuval costs incurred. Therifore any cos that
are not vecovered can an aould be ! tly bi T

the delay in comp
costs, the more
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--Inlciare and zomzlera the
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S Tiracicr, Jelznsa S2Ccuriiy
study the Defeanca auflzors

A3 you Mnew, seztlion 193 of the Lagislactiva Hzorgenization Act
1370 raquires the hexnd of a Tedaral agancy %5 submit 2 written stat
Tent on actfonc Takan on cur recommendatizas o the Housa and Senat
Committeaes on Uovernmen. Cperations aot liter than 50 days after zh
date of %he report and to the Hcouss and Tenate Committa22s cn Approp
tioas with the aznqcv'“ Zitst rvecuest Zor apgropriatisns made mer:
59 davs afrer - date of the reperTr,

We would aporeciate being 'nfaormed cf actions taken or plannad
with regard %o our reccrmendations 2nd of 2mounts of vesoveries of
costs not ow {ncluded i1 contracts ~ith Ivan., We witl be glad o
dis~:3s these mattsvs with you or with you:r representativas,

We are sendling copies of this rsport tcday to the Divector, Cf
of Managemzn® ane Budger; the Chairmen of the House and Senats Comm
tees on Covernmment Operations, Appropriations, and Armad Services;
the Director, Dafet ge Security Assistance Agency.

Sincerzly wvours,

Py

‘) ,/\FD(‘ el e

D. L. Scantlebury
OJirector
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