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Section 1206 (Authority to Build Capacity of Foreign Military Forces) authorizes
short-term funding for equipment, supplics, or training to loreign militaries to
strengthen a country’s capacity to conduct counterterrorism operations and
participate in or support military and stability operations in which U.S. Armed
Forces are a participant,

Frontier Corps Authority authorizes funding for assistance in FYs 2008 and 2009
to enhance the ability of the Pakistan Frontier Corps to conduet counterterrorism
operations along the border with Afghanistan.

Foreign Military Financing (FMF) is an appropriated fund that is provided to the
Department of State but executed by the DoD for the purpose of providing grants
and loans to help foreign countries purchase LLS.-produced weapons, delense
equipment, defense services, and military (raining.

International Military Education and Training (IMET) is funded in the
Department of State budget, and is a low cost, key funding component of U.S,
security assistance that provides training on a grant basis to students from allied
and friendly nations. [IMET is a very important program that exposes students to
the U.S. military and the American way of life that has been missing for the years
that the Pakistan and U.S, military did not work together.

Combating Terrorism Fellowship Program (CTFEP) is a DoD Security Cooperation
tool that provides education and training to foreign military and civilian security
personnel in counterterrorism techniques as part of the LS. global cffort to
combat terrorism.

DoD Counternarcotics funds assist foreign military. law enforcement and
intelligence agencies, and domestic law enlorcement in the fight against narcotics.
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Assessment Objectives (U)

(U) The overall objective of the Pakistan assessment was to conduct a strategic
assessment of DoD managed programs supporting the Government of Pakistan.

(U) Specifically, we assessed the Coalition Support Funds, Section 1206 and the separate
Frontier Corp specific training and equip authority for Pakistan, Foreign Military
Financing (FMF). International Military Education and Training (IMET), Combating
Terrorism Fellowship Program (CTFP), and Counternarcotics (CN) funds to determine
whether policy and guidance were adequate; sufficient implementation procedures and
accountability measures were in place; and the programs effectively contributed to the
achievement of DoD strategic objectives. See Tablel for a list of these programs and the
funds associated with them,

(U) We also assessed the end-use monitoring (EUM) of sensitive items provided to the
Government ol Pakistan.

(U) In addition, we assessed ODRP (o ensure that it was organized. stafted, and funded
Lo achieve its mission.

(U) Finally, we assessed the DoD plans and progrinm management in relation to Pakistan
to identify whether appropriate direction had been established to achieve national goals
and whether metrics have been established to measure the progress of executing these
plans.

(U) We bricled our preliminary observations and recommendations to the Secretary of
Detense on May 8, 2008, We also briefed or provided brieling slides to the U.S.
Ambassador to Pakistan and DoD semor leaders, including the Chairman. Jomt Chiefs of
Staff, the USD (P). Under Secretary of Defense Comptroller Chicl Financial Officer
(USD|C)/CFO), and the ODRP Chiel.






¢ did not umely process CSF claims for reimbursement to Pakistan. [t took an
average of 200 days to process and pay claims submitted by the Government of
Pakistan.

s issued additional guidance on June 19, 2008, and in August 2008 on the use and
reimbursement criteria of CSF. We did not assess the implementation of this
guidance as part of this initial assessment but plan to do so during our follow-up
assessment. Further, as of December 1, 2008, the Government ol Pakistan had
not submitted any claims for reimbursement since the meetings in August 2008
when the DoD staff met with Government of Pakistan staff to explain the new
criteria.

Background (U)

(U) CSF is a program that was established to reimburse key cooperating nations for the
incremental expenses incurred in providing logistical and military support to U.S.
military operations. CSF is a DaD program that functions differently from a traditional
military assistance program because it is designed to reimburse only for incremental costs
incurred as a result of a nation’s support 10 the United States in the Global War on Terror.
Incremental costs are those costs incurred over and above normal operating costs and
should not serve as a grant payment for capacity building or regular operating expenses
incurred.

(U) We made the following three recommendations to the USD(C)/CFO to improve the
CSF reimbursement process in the classified report D-2004-045, “Coalition Support
Funds,” issued on January 16, 2004,

I, Require that Coalition countries include within their reimbursement request a
support paragraph explaining the methodology used to develop each cost category
and include adequate documentation to support the request.

o

Develop and implement procedures for conductig analyses of cost for Coaliton
countries reimbursement requests.

3. Include, as part of the reimbursement request coordination process, a specific
requirement for the USD (P) and Department ol State (DoS) to confirm that a
reimbursement 1s consistent with the U.S, Government National Security Strategy
and does not unfavorably affect the balance of power in the region.

(1)) In the January 2004 report, we noled that the USD(C)Y/CFO strengthened the
requirements for reimbursement of Coalition claims to meet the intent of the
recommendations. Specifically, the USD(C)YCFO ssued three memoranda in December
2003 to: (1) the Deputy Comptroller (Program and Budget), (2) Commanders ol U.S.
Combatant Commands and (3) Defense Attaches, Office of Defense Cooperation
Personnel, Desk Officers. These memoranda were issued under the title “Evaluation ol
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Reimbursement Requests from Key Cooperating Countries for Costs Incurred in Support
of U.S. Forces in the Global War on Terrorism™' " and were to provide guidance and
define the procedures needed to determine the reasonableness ol Coalition countries
claims for CSF reimbursement.

(L1) In addition to the memoranda. USD(C)/CFO issued supplemental cost-reporting
templates and guidance that have led to improvements in the reporting and oversight of
(he Pakistani claims, This was a result of the clarilying the documentation requived from
all Coalition countries secking CSF reimbursement as well as the process that analysts
need to follow when evaluating reimbursement requests.

=== In December 2003, the USD(C)/CFO, started to include a statement in its
coordination sheet that specilically requests the USD (P) and the DoS to review a
proposed reimbursement 1o a key cooperating nalion to ensure that it is consistent with
the U.S. Government National Security Strategy and did not untavorably alleet the
halance of power in the region.

Responsibility for Coalition Support Funds (U)

(L1) In December 2003, DoD established a multi-step approval process to review the
C'oalition country claims for reimbursement before releasing the payment. Currently, the
following offices arc involved in the review. validation, and approval of the Pakistani
claims for CSF reimbursement:

s Olfice of the Defense Representative Pakistan

s« U.S. Ambassador to Pakistan

« LS. Central Command

s Under Secretary of Defense (Comptroller)/Chief Financial Officer

# LUnder Secretary of Delense for Policy

e Assistant Secretary of Defense for Legislative Affairs

=«  DoD Office of General Counsel

s Office of Management and Bidget (OMRB)

¢ Department of State

(L) On June 19, 2008, USIXC P CFO issuced updated guidinice on CS1
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Pakistan’s costs. However, the USD(C)/CFO did not clearly summarize the requirements
to determine whether

o steps were taken in the analysis process to verily the reasonableness of Pakistan’s
claims;

» astatement addressing what supporting documentation provided by Pakistan was
used in the evaluation: or

# g statement to reflect that the costs incurred were based on the U.S. requirement
(incremental costs) and would not otherwise have been incurred by Pakistan.

Assessment of December 2003-June 2008 Guidance (U)

(U) The USD(CYCFO guidance that was in place December 2003 through June 2008
was not adequate for evaluating the reasonableness of Pakistani claims. More and better
guidance is needed, specifically in (1) defining what the term “incremental costs™ means
in the case of Pakistan; (2) defining additional cost categorices, for example, what is an
allowable reimbursement for equipment lost as a result of combat operations and GWOT
(3) establishing tmeframes for processing claims; (4) describing the
documentation/support Pakistan needs to provide in support of its claim to show the
operations in which the costs were incurred and the outcomes of these operations, and (5)
describing the oversight that is expected of USCENTCOM and ODRP (o validate the
Pakistani claims submitted and the supporting documentation of the costs incurred by
operation.

Incremental Cost (U)

(U) USD(C)/CFO had not consistently applied its delinitton of meremental costs when it
evaluated the Pakistani claims for CSF reimbursement. According to the DoD guidance,
incremental costs are those costs above and beyond normal levels, or costs above what a
country would have incurred in the normal course of its activities. The guidance states
that the USD(CYCFO intends “to support requests for reimbursement from countries thal
have incurred incremental costs to provide logistical, military, and other support to U.S.
military operations in connection with U.S. operations in Irag, Afghanistan and elsewhere
in the Global War on Terror,”

(L) C'SF 1s a DoD program that functions differently from a traditional military
assistance program because it is designed to reimburse only for costs incurred over and
above normal operating costs (ineremental) and not serve as a grant payment for actual
expenses incurred.

(U) During our review of Pakistani claims. we found several categories ol costs that
were claimed as incremental costs that normally would be considered sustainment costs,
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assessment Lo cvaluate the claim for reasonableness and credibility,
The comparative cost assessment will compare the total cost of the
country’s support to the total cost of potential U.S. costs for similar
support to reach an estimate of potential cost suvings and to enable i
determination that the costs are reasonable and credible,

In those instances where the support provided by a key cooperating
nation is recurring or ongoing, the evaluation shall include a
comparison to previous reimbursements made by the U.S. for similar
support provided for a similar duration.  The historical comparison
should address cost fluctuations that exceed 10 percent in each cost
category and note changes that occurred in operational tempo, lorce
strength, or cost elements that may have resulted in the change.

(U) The revised guidance included additional procedures for the Combatant Commander
1o validate CSF retimbursement to Coalition countries. In the December 8, 2003,
USD(C)/CFO guidance, the Combatant Commander was required to oblain detailed
documentation that sufficiently supports the reimbursement request and then forward the
documentation to the USD(C)/CFO. The revised guidance deseribes the processes by
which the Combatant Commander validates that supporl provided is in connection with
the U.S. military operations and that expenses are reasonable and credible for the
operation undertaken by the cooperating nation.

(U) As observed during this assessment, the December 8, 2003, USD(C)/CFO
memorandum did not provide adequate guidance for the LS. Embassy Islamabad to
review claims for CSF reimbursement. The revised memorandum, however, provides
detailed procedures for improving the LLS. Embassy Islamabad process. These
procedures require a memorandum or letter supporting reimbursement signed by the
designated U.S. Embassy official. The memorandum or letter must:

» summarize the expenses claimed by the country for support to U.S. military
operations;

« verify the currency exchange rate used and the date and source ol exchange rate:
o describe the support provided by the country to LLS. military operations:

e certity, to the best of the Embassy’s knowledge, information, and beliet. that the
country incurred the costs and provided the support:

« venly that expenses claimed for resmbursement are costs reasonably expected 1o
be incurred by the country for the type of support provided;
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= recommend disallowing or deferring expenses with appropriate explanation (not
eligible for reimbursement. not reasonable charges for type of support provided);

e recommend use of comparalive cost assessment in the absence ol mvoices or
other cost documentation;

o confirm that the country could not provide the support without reimbursement ol
cxpenses,

« in the case of countries that receive recurring reimbursements, verily the
country's explanation of fluctuations that exceed 10 percent in each cost category
(increase in troop strength, increase in operations, increase in [ood or fuel costs);
and

» verify, to the extent possible, that claimed costs are charged to the appropriate
ategory and are not double-counted.

(U) We believe that the revised procedures will assist the ULS. Embassy Islamabad in
processing Pakistan's requests for CSF reimbursement. Further, although new
procedures have been implemented, we believe that additional revisions are needed as
outlined in our recommendations to ensure that assessments or evaluations are adequately
documented and that the process is consistently applied.

U. S. Officials Visit Pakistan to Discuss CSF
Reimbursement Criteria

(U) In August 2008, staft from USD(C)/CFO, USD (P), USCENTCOM J-8, and ODR
met with Pakistani representatives in Islamabad to discuss the updated June 2008
guidance. As part of this visit the U.S. Government representatives also provided
additional guidance that the USD(C)/CFO stall plans to incorporate in its next CSF
guidance update. As of December 1, 2008, the Government of Pakistan had not
submitted and been reimbursed for any new claims since the U.S. Governmenl
representatives met on the new guidance. Therefore, we could not evaluate the impact of
these discussions or the impact of the new eriferia,
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(L)) When separate appropriations did not exist, Section 1206 programs were funded
from the DoD Operation and Maintenance Appropriations. [n liscal year 2009, this
authority has its own budget line for funding. Once a project is approved and funded.
DoD uses the Foreign Military Sales (FMS) process, directed by the USD(P) and
managed by DSCA, to procure and deliver the training and cquipment. FMS is a
government-lo-government sales program of delense articles and services that is used not
only to enhance the military capabilities of our allics, but also to promote interoperability
of materiel, logistics, and training.

(L) Further, the National Defense Authortzation Act lor FY 2008 included a new
authority to build the capacity of the Pakistan’s paramilitary Frontier Corps, The
authorization is to provide training and equipment to enhunce the ability of the Pakistan
Irontier Corps to conduct counterterrorism operations along the Pakistan's border with
Alghanistan. Seventy-five million dollars were authorized in I'Y 2008 in support of the
training of the Frontier Corps. The FY 2009 NDAA reauthorized (his authority with an
authorization level of $25 million. (See Parts | and J of this report for more information
on the DoD plan, management, and funding for Pakistan)

Training and Equipping Pakistan Security Forces (U)

(L) The ODRP at the U.S. Embassy Islamabad is the Ambassador’s and the DoD lead
agent for security assistance to the Pakistan Security Forces and 1s the manager of the
Section 1206 program for Pakistan. ODRP. in coordination with the Ambassador and the
country team, Pakistan military and security officials. and USCENTCOM. manages the
Section 1206 program to support LS. strategies for Pakistan. Pakistan received
approximately $28 million in FY 2006, S13 million in FY 2007, and $56 million in FY
2008,

(L)) The strategy for the Section 1206 program is 1o rapidly increase Pakistan's military
sapacily to conduct counterterrorism operations, Two specilic objectives are to:

#  provide the capability for special operations forces to conduct nighttime air
assault operations in the FATA and border regions; and

» improve maritime counterterrorisim capability. close the open corvidor along the
Makran Coast of Pakistan, and build mterdiction capability along the southemn
borders.

(L) The objeet of the separate authority for the Frontier Corps waimng and cquipping 1s
Lo provide the Frontier Corps the capability 1o conduct sustained counterterrorism
wperations.
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FY 2006 Program (U)

(U) The FY 2006 funding was used to increase the capability of the Pakistan Army’s
rotary-wing aviation units, improve the availability ol its helicopters, and enhance night
operations, Requirements included aviation night vision goggles; spare parts for the
Cobra AHI-F, Bell-412, and MI-17 helicopters: a night vision targeting system for the
Cobras: and limited visibility training for pilots. These projects focused on training and
equipping the 21" Quick Reaction Squadron. which is dedicated to providing air mobility
to the Special Services Group.

(U) According to the ODRP officials, these projects are helping Pakistan develop an
integrated rotary-wing assets capability to expedite the receipt, analysis, and
dissemination of intelligence. These capabilitics are essential for rapid planning and
execution ol Pakistani counterterrorism special operations raids in the FATA and border
regions to fight terrorists and extremists.

FY 2007 Program (U)

(U) The FY 2007 funding was used to improve the training and equipment for air
mobility support for the Pakistani Navy Special Services Group and the Quick Reaction
Squadron. Requirements included MI-17 helicopter modifications (door-mounted
machine guns), radios, weapons and ammunition, weapon modifications, and body
Armor.

(U) According to ODRP, the FY 2007 projects are designed to:
e develop the capability of the Special Services Group to conduci vertical-msertion,
night vision aided company-sized attack helicopter-supported raids against

terrorist targets in the FATA,

e provide raining and equipment to improve the operational efficiency and
survivability of Pakistani Marine units,

e improve maritime counterterrorism and interdiction capabilities for the southem
borders. and

v close the open corridor along the Makran Coast.
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FY 2008 Program (U)

(U) DoD provided about $56 million in FY 2008 for Scction 1206 programs in Pakistan.
The FY 2008 funding for Section 1206 is designated to support the implementation of the
USCENTCOM/ODRP Security Development Plan. These programs included:

e Special Services Group counterinsurgency kick-start inihative to facilitate the
establishment of a direct action capability as part of the Security Development
Plan ($17.9 million).

o Pakistan Army helicopter counterterrorism capability enhancement initiatives
which will provide spare parts, maintenance test equipment, training to improve
pilot and maintenance skill levels, and supply operations assistance
(520.9 million). and

s MI-17 support program which provides training and equipment for the MI-17
helicopter program (S17 million).

(U) Separately, in FY 2008, DoD provided 575 million via the Frontier Corps Authority
to enhance capability of the Frontier Corps participation in support of the USCENTCOM
Security Development Plan (S75 million).

Challenges in Program Implementation

(U) Scetion 1206 is the lirst major DoD authority to be used expressly for training and
equipping forcign military forces. Generally, DoD has trained and equipped foreign
military forces through DoS authority. such as FMF and IMET. According to USD(P)
staft, DoD requested its own training and equipping authority because the Combatant
Commander needed a flexible tool to help them meet military requirements. Further, the
DoS FMF authority was established with a peacetime footing and does not respond well
in a wartime or fast paced and changing contingency environment. As documented in the
DoD FY 2009 Budget Request Summary Justification, dated February 4, 2008,
“traditional security assistance takes three to four years from concepl to execution,” while
“Global Train and Equip authority allows a response to emergent threats or opportunities
mn six months or less.”

(U) Further, according (o ODRP, although they can normally start a response Faster, (he
Section 1206 funding is implemented using the traditional FMS process, which results in
the program losing its intended purpose of responding quickly to GWOT needs because
of the lime elapsed between case implementation and 100 percent equipment delivery.
Although the Section 1206 program is faster than the FMF/FMS process, it still takes
between 18 months and 2 years to complete a Section 1206 praject. According to DSCA
officials, this is true if the project includes long lead time items like helicopter parts. As
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a result, the program in Pakistan, like all 1206 programs, depends on the ability of
industry to respond timely to requisitions.

(U) The Section 1206 process includes identification of the requirement; submittal of a
request by the Combatant Commander and embassy: vetting by DoD and DoS; approval
by both respective Secretaries; DSCA notification to Congress: the release of funds: and
then the contracting for and delivery of equipment or training. Delivery is undertaken by
DoD for either the equipment or training or both. According to ODRP, the time between
requirement identification and equipment delivery varies. but it can take up to 2 years
because the vendor usually has until the end of the subsequent fiscal year to complete the
delivery. For example, the FY 2006 helicopter parts began arriving in mid-FY 2007 and
continue to be delivered as of July 2008,

Management of the Section 1206 Program (U)

(U) DSCA, under the direction of the USD (P), administers and supervises the execution
of all security assistance programs, including Section 1206 assistance. DSCA establishes
FMS cases for Section 1206 transactions as it would when nsing FMI©. DSCA charges
3.8 percent for its administrative surcharges.

(U) However, unlike FMS cases, Pakistan officials do not co-sign a 1206 letier of
acceptance, which reduces the time to complete the letter of acceptance process.
However. according to ODRP, the average timeline from the start of a case to completion
of delivery to Pakistan can be 18 months.

(L) As for 1206 bridge-funded projects that are long-term projects, according Lo
USCENTCOM, these projects are only endorsed at the Combatant Command level and
any specific long-term funding for the completion and sustainment ol the individual
project is developed by the U.S. country team in Pakistan, USCENTCOM also told us
that the Pakistan LS. Security Assistance Oftfice works with the Government of Pakistan
in the normal course of their duties to defermine the priorities for security assistance
including execution of FMF. However, we could not identify how future funding was
planned nor could we identify funding within the U.S. budget or with the Government of
Yakistan to sustain Section 1206 initiatives. We addressed these funding issues in Part |
of this report: “DoD Plans and Funding for Pakistan.™

Recommendations (U)

(U) We are nol making any recomimendations at this time regarding Section 1206
program in Pakistan.

(1)) We are also not making recommendations at this time regarding the separate
authorization to tram and equip the Pakistan Frontier Corps since the program is in its
beginning stages of planning and execution.

- 30 -
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(L) We address the need for long-term planning and funding in Part I: “DoD Plans and
Funding for Pakistan™ under Recommendation [.1.d.
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Cobra AH-1F Helicopter Program (U)
Observation (U)

(L) We tound that:

@ the Cobra AH-1F Helicopter program is 3 years behind schedule.

* there has been a $21 million program cost increase based on Pakistani
requirements changimg over time. The final cost of the program is still not known
because there are stll exght aircraft to be overhauled.

Background (U)

(U) Twao separate U.S. assessments of Pakistan’s maintenance and logistics practices
confirm that the Pakistan Army has not invested sufficient funds in the maintenance,
sustainment, and operation of Pakistan's Cobra helicopters.

(L) According to the ODRP staff, the United States agreed to provide Pakistan 20
refurbished AH-1F helicopters, more commonly known as Cobra helicopters, to bolster
akistan's ability to fight counterterrorism. The agreement was designed to give the
Yakistani Army an edge as the helicopter is night-capable. which is a decided advantage
against terrorists, who often lack the ability 1o fight in the dark. The agreement expands
Pakistan’s fleet, as it had already acquired 19 refurbished helicopters of the same model.

(U) According to UL.S. Joint Chiefs ol StalT personnel, the Cobra helicopters have proven
to be successful fighting the Taliban and other militants. In December 2007, a Pakistani
incursion into the Swat Valley included 15,000 Pakistani troops aided by Cobra
helicopters and artillery. Also, according to unconfirmed reports, afler fierce lighting. the
Pakistani troops had killed at least 290 Taliban fighters while losing only 5 of their
own.™ Tnaddition. on April 23. 2008, the Chairman of the Pakistan Joint StafT provided
the DoD OIG with a list of operations where he stated the helicopters were a key enabler
in the Pakistan hight in the western area of Pakistan (sce Appendix D: Pakistan
Operations).

Ly UPakistan Claims Upper Hand Against Taliban"(ABC News), December 8, 2007
















Management Comments

(U) USCENTCOM concurred recommendations D. | through D.4
Our Response

(L") Commander, USCENTCOM comments were responsive. No additional comments
are recuired.
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According to ODRP, Pakistan had received $714,000 in FY 2006 and $998.000 in FY
2007 for CTFP. According to USD(P) staft, in FY 2008. ODRP reccived about
$1.079.334 for CTFP.

(L) The CTFP is focused on strategic and operational-level education and traimng
combalting terrorism for mid-to-senior-level foreign military officers, ministry of detense
officials, and security officials. The Assistant Secretary of Defense for Special
Operations and Low Intensity Conflict provides policy oversight and management. and
DSCA provides lnancial management.

(L)) The FY 2007 DoD annual report to Congress on CTFP describes the program goals
as follows:

= build and strengthen a global network of experts and practitioners in combating
terrorism al the operational and strategic levels;

o build and reinforce the capubilities for combating terrorism by partner nations
through operational and strategic-level education:

¢ contribute to efforts to counter ideological support for terrornsm: and

= provide the U.S. Military with a flexible and proactive program that can respond
lo emerging requirements for combating terrorism,

(L) In FY 2007, 55 Pakistani students atiended 25 (raining courses. Details of these
traming and education activities were detailed in the FY 2007 DoD annual report to
Congress on CTFP.

Recommendation (U)

(1) We are not making any recommendations at this time regarding the Combating
Ferronsm Fellowship Program in Pakistan.
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Part F: Counternarcotics Program (U)

Observations (U)

(U) We did not perform a detailed assessment of the operational effects of the
Counternarcotics (CN) program; our abservations are based on discussions and brietings.
However. the DoD OIG Audit is conducting a review of contracts supporting the DoD
Counter Narcoterrorism program that includes contracts supporting CN in Pakistan.™

(U) ODRP stated that this program has provided positive impacts 1o the LS. goals in
Pakistan. Specifically, we found that:

e« DoD CN funding to Pakistan has increased each fiscal year since 2005, and these
funds were used for many ol the key initiatives in Pakistan.

¢ DoD plans showed that all FY 2008 CN funding (estimated at $54.7 million) was
carmarked to provide suppori to the USCENTCOM/ODRP Security Development
Plan. We discussed this plan in Part J: DoD Plans Tor Pakistan.

Background (U)

(U) Opium production in Afghanistan has turned Pakistan mto a transit zone for illicit
narcoties tratficking to Asia and Europe. This trafficking contribuies to the instability in
the region and provides funds for the Taliban. Al-Qaeda, and other militants.

(U) DoD CN program funds have been used to increase the capabilities of the Pakistan
Security Forces to:

e support the counternarcotics activities between the Afghanistan-Pakistan border
and Pakistan’s southern coasl;

e provide equipment and infrastructure assistance for maritime surveillance and
interdiction operations;

e build capacity for the Special Services Group and Frontier Corps i support ol (he
USCENTCOM/ODRP Sccurity Development Plan: and

s improve key security capabilities at selected airports,
(U) CN funds assist loreign military. law enforcement, intelligence agencies, and

domestic law enforcement in the fight against narcotics trafficking. DoD CN efforis in
Pakistan have focused along the Makran Coast and along the border between Pakistan

* This review 1s being conducted under project code 12008-DO0V0AS-0255.000
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o Equipment: forward looking infrared radar systems (or refurbished patrol boats
» Refurbish 36 Coasl Guards outposts

¢ Equipment: 12 motoreyeles and 6 radar for patrol boats

s Equipment: 2 mobile scanners in Karachy and Uthal

(L) Pakistan’s Maritime Security Ageney. The 2,500-strong Maritime Security
Agency, headquartered in Karachi, is under the operational control of the Pakistan Navy
and is responsible for patrolling Pakistan’s waters. The Agency is equipped with a former
Yakistan Navy destroyer, two coastal patrol craft, and four oceanic patrol craft. CN funds
have been used to improve communications, equipment, and infrastructure.

(U) Improved Security at Selected Airports. The Pakistan Customs Agency is very
similar to LS. Customs in structure and function and is responsible for conltrolling
personnel and cargo leaving or entering the country. CN funds have been used (o procure
baggage and bady scanners and provide equipment, such as dog kennels, VHF radios.
and so forth, for airports in Karachi, Islamabad, Quetta, Peshawar, and Lahore.

(U) Anti-Narcoties Foree. The Anti-Narcotics Force is under the operational control of
the Pakistan Army but has police powers, [is mission is comparable to the LLS. Drug
Lnforcement Administration mission. CN funding was used (o refurbish one Pakistan
MI-17 helicopter.

Recommendations (U)

(L) We are not making any recommendations regarding the countemarcotics progran,
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Part G: End-use Monitoring Program (U)

Observations (U)

(L) Although there are challenges in completing timely inventory reviews. the End-use
Monitoring (EUM) program overall accountability was adequate and there were no
discrepancies at the time of our visit. Specilically. we found that:

e the shortage of ODRP Security Assistance Office personnel and the Irequent
turnover were factors that contribute to challenges in maintaining established
procedures as inventories increase. We address ODRP staffing in Part H: Office
of Defense Representative Pakistan.

e as defined by the DSCA. the items that were covered under the Golden Sentry
end-use monitoring Program and delivered to Pakistan under the FMS program
consist of night-vision devices, as well as Stinger and Harpoon missiles.

s the past shortcomings in the EUM procedures have been well-documented and
clearly addressed in the DSCA Compliance Assessment Visit, completed in
November 2007, and subsequent cornrespondence between ODRP, DSCA, and
USCENTCOM.

o (he ODRP Sccurity Assistance Office has made significant improvements to
address the EUM procedures in Pakistan. ODRP emphasizes the continuing need
to educate the Pakistani officials in the underlying reasons why certain sensitive
items require a level of accountability and control.

o DSCA, along with the ODRP Security Assistance Office, is providing
accountability by monitoring the end-use of defense articles provided to Pakistan.

Background (U)

(U) The EUM program is intended to establish procedures to ensure security and
accountability of sensitive items provided to Pakistan. The program defines, through
memoranda of agreement, the specific steps that end users must take o ensure
compliance with LS. and DoD policies for safeguarding and controlling sensitive
materials. Timely comphiance with established policy and procedures and cooperation
between U.S. and Pakistani officials arc essential for long-term support.

{U) Golden Sentry is the DoD EUM program that monitors the end use of defense
articles and services provided to foreign customers or intermational organizations through
government-to-government programs. The goals of the Golden Sentry program include
technology security, industrial base protection, and foreign compliance.
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database, and the continuing ODRI efforts to educate Pakistan officials on their EUM
responsibilities.

(U) Based on our observations, we supporl the change in fexibility of the method of
oversight. We believe that the very procedures implemented to secure and control
sensitive items should minimally interfere or disrupt critical combat operations. Several
ODRP mulitary officers recounted their beliet that recent enemy altacks against Pakistan
Army border outposts were deliberately timed to coineide with the monthly or quarterly
inventory of night-vision devices, (o take advantage of the loss of night-vision capability
when the devices were taken off the front lines to be inventoried at rear area locations.
Situations such as this should not occur. Changing the inventory method to make it more
random should improve this situation. DSCA and ODRP should maintain flexibility in
the EUM procedures to accommodate the logistical challenges m administrating a
compliance policy during combat operations, while achieving the ultimate goal, that is,
preventing the loss. theft, or diversion of sensitive technology.

Stinger Missiles

{U) Stinger missiles were stored at Nowshera Army

Depot, Pakistan. DSCA requires an annual 100-

percent inventory, At the time of our visit, the lasl

inventory was conducted and completed in September

2007. According to DSCA and ODRP records, the
B program is in complhiance with EUM policies.
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Recommendations (U)

Harpoon Missiles

(L)) The Harpoon missiles were stored at
the Pakistan Navy Missile Complex near
Karachi. The missiles had not been
deployed. so the inventory process at the
time of our assessment was relatively easy.
DSCA requires an annual 100-percent
inventory,

() Al the time of our visit, the last
inventory was conducted and completed in
September 2007, According to DSCA and
ODRP records. the program is in
compliance with EUM policies.

(U) We are not making any recommendations at this time regarding the end-use

monitoring program in Pakistan.



Part H: Office of the Defense Representative
Pakistan (U)

Observations (U)

(U) The role of ODRP is growing in size and importance, requiring a change in the
organization and staffing of the office. ODRP reports to both the U.S. Ambassador to
Yakistan and to the USCENTCOM for its mission in Pakistan. Specifically. we found
that:

e the Ambassador and ODRP did not have authorities or funding available to
address immediate needs that could be small investments in building the trust of
the Pakistani people. In Iraq and Afghamistan, the Commanders’ Emergency
Response Fund was determined to be effective in building trust among the local
population. While those circumstances are different in that the U.S. military
personnel are on the ground and able to interact directly with the end-users of the
Commanders™ Emergency Response Fund, some accommodation in Pakistan
would be useful in our effort to legitimize the role of the Frontier Corps and
Pakistan Army in border arcas where the writ of Pakistani governance is less than
in the populated arcas. The urgency of establishing such an authority in Pakistan
is all that much more important in the context of the current displacement ot over
200,000 internally displaced persons resulting from Pakistant military operations
in the border region.

o the United States did not have a Status of Forces Agreement with Pakistan to help
regulate the military-to-military relationship. which puts increased pressure and
responsibility on the ODRP personnel to manage important relationships with the
Pakistan military. As additional U.S. military personnel travel to Pakistan in
support of train & equip programs and bilateral military exercises. such an
Agreement becomes critical to protecting U.S. personnel,

« another difficulty for ODRP in establishing relationships is the stalTs short-touy
rotations and having the level of experience and correct skill sets to perform
dutics assigned.

&  ODRP provides the mitial review of the Pakistan military reimbursement claims
for CSF and has a key management role for all funding provided to Pakistan that
is for programs covered i this report. T August 2008, the ODRP CSF stalT were
provided additional training.

« although the USCENTCOM stalf reallocated staff to ODRP as a resull of analysis
of its requirements for security assistance positions across its area of



responsibility. it has not determined the required skill sets and experience needed
to perform the ODRP mission. Given the importance of this organization as one
of three key roles in the GWOT along with lraq and Afghanistan, it should have a
top priority to stay lilled to 100 percent with skill sets, experience, and grades
required.

Background (U)

(L)) The mission of ODRP, in coordination with the U.S. Embassy Islumabad Country
Team and U.S, and North Atlantic Treaty Organization — International Security
Assistance Forces in Afghanistan, is to promote and enhance U.S. security mterests in
Yakistan, ODRP manages security assistance, liaison, and military-to-military
engugements in order to improve Pakistan’s security and stability. ODRP is also the
[ront-end monitor of the reimbursement claims against the CSF.

(UJ) Before September 11, 2001, U.S. Delense interests in Pakistan were handled by a
four-person Security Assistance Olfice headed by a colonel, with a separate Defense
Attaché Office. After September |1, 2001, military and contractor personnel were added
to the ULS. Embassy Islamabad on an ad hoc basis to manage the increased military
responsibilities, The ODRP was created to provide an umbrella organization for most
DoD clements in Pakistan and in recognition of Pakistan’s strategic importance in the
war on lerrorism.

(U) Although the United States/Pakistan defense relationship has grown m complexity
and importance since September 11, 2001, the ODRP has not grown commensurately.
ODRP is the DoD organization overseemg and facilitating that relationship and the
supporting programs. These multiple programs require the oversight or direct
management of multiple programs and CSF reimbursements to Pakistan and. as a recent
requirement. the Security Development Plan as discussed in Parts 1 and J of this report.

(L1} On December 21, 2007, as a Secretary ol Defense directed itiative, Dol issued
Directive 5105.75 o create the position of Senior Delense Olficer as the principal DoD
official in U, S. embassies. This directive also established the Semor Defense Officer as
the Defense Attaché and Chief of the Security Assistance Organization.

(U On January 14, 2008, the LS, Embassy Islamabad and the Chiel, ODRP requested
assistance i providing additional permanent Security Assistance Olfice personnel in
support of the ODRP. The request lor maore personnel 1s to support the growing FMS and
the military-to-military support to Pakistan.

(L) On February 15, 2008, DoD initiated the “immediate sourcing™ ol additional
manning to support ODRP,
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Our Response

(U) We revised the language in the recommendation as requested by DoD since the
revised recommendation language meets the intent of the actions we initially
recommended. No additional comments are needed.
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noted, there was no overall program manager for the DaD Pakistan programs. The
purpose ol a program manager is 10 oversee the management and operations (o ensure
that the goals ol the U,S, and DoD are being achieved. We believe that a program
manager would have overall responsibility of the DoD programs in Pakistan, prepare (he
DoD budget request. develop the policies, and provide oversight that would ensure that
ODRP and other support tleams have consistent operations with enough trained personnel.
The program manager would also be the DoD office to coordinate the unity of effort
among all the U.S. Government programs rom the DoD perspective. However, the LS.
Government unity of effort policies should be above this olfice and coordinated with the
U.S. Ambassador to Pakistan.

Defense Consultative Group

(U) The Detense Consultative Group (DCG), led by USD(P), is the senior-most Defense
bilateral meeting between the United States and Pakistan, The DCG brings together
defense leaders from the United States and the Government of Pakistan to discuss issucs
of concern to both countries. According to USD(P) staff, the DCG 1s not a standing body
but a bilateral meeting that 1s supposed to occur annually al alternating capitals with the
UISD(P) and Pakistan’s Secretary of Defense as presiders. Currently, the DCG serves as
a primary torum for exchanging ideas and coordinating defense policy discussions to
facilitate cooperation of the bilateral defense relationship, The DCG is scheduled to meet
annually; however, it has not met since May 2006 because ol a series of political and
seeurity developments. including the November 2007 imposition of a State of Emergency
m Pakistan.

(U) The joint statement following the 2006 meeting stated that the DCG meeting was a
strategic discussion about the U.S.-Pakistan long-term strategic relationship, during
which the two sides exchanged views about the importance of the relationship and how
they could build upon an already robust defense partnership 1o ensure that it continues Lo
grow stronger. The DCG also discussed counterterrorism steategies along the Pakistan
border but has not discussed CSF.

(U) According to the Defense Security Cooperation Agency Desk Officer for Pakistan,
the DCG also has three working groups that are bilateral and meet semi-annually. These
three working groups are;

¢ Military Consultative Commiltee,

o Sceurity Assistance Working Group, and

« Counterterrorism/Counterimsurgency Working Group,
{(U) We believe the DCG meetings may be the idea) forum to discuss issues such as CSF
and other bilateral interests, We also believe, however, with so many pressing issues

between (he United States and the Government of Pakistan when we are fighting as allies
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Appendix A. Scope, Methodology and
Acronyms (U)

(U) Wiz conducted this assessment from April 15, 2008, through January 30, 2009, and
visited sites in Pakistan from April 18, 2008, through April 26, 2008. We planned and
performed the assessment Lo obtain sufficient and appropriate evidence to provide a
reasoniible basis for our observations and conclusions based on our assessment
objectives. We believe that the evidence obtained provides a reasonable basis for our
recommmendations based on our assessment objectives.

(U) We reviewed documents such as Federal laws and regulations, including the
National Defense Authorization Acl, National Defense Appropriations Act, Emergeney
Supplemental, Bridge Supplemental, Financial Management Regulation, and the Security
Assistance Management Manual. In addition, we evaluated the adequacy of the
USD(C'Y/CFO guidance and processes for evaluating requests to reimburse Coalition
Support Funds to the Government of Pakistan,

(U) We also imerviewed key managers and appropriate staff responsible for the
management, oversight, and execution of the reviewed programs. Our interviews
included discussions on the adequacy of the:

s processes and procedures used to reimburse Coalition Support Funds to the
Government of Pakistan,

« accountability and control of sensitive items provided to the Frontier Corps of
Pakistan, and

o use of training and equipment fundmg.
(U) We interviewed personnel in the following organizations;
»  Office of Management and Budget
» LS. Department of State
= 11 S Fmbassy Islamabad
« Under Secretary of Defense (Comptroller)/Chief Financial Offices

o  Under Secretary of Defense for Policy






(U) Scope Limitations. We limited our review to DoD) funded programs supporting the
Government of Pakistan,

(U) Use of Computer-Processed Data, The OUSD(C)/CFO obtmned data from the
Departiment’s Contingency Operation Support Tool madel for use in validating whether
the costs in the Pakistan claims were reasonable. We evaluated the assessments made by
the USD(C)/CFO using the data from the model, but, we did not test the accuracy or
currency of the data.

(U) Use of Technical Assistance. We did not use Technical Assistance to perform this
assessment,

(U) Acronyms Used in this Report The following is o list of the acronyms used in this
report.

CN Counternarcotics
COIN Counterinsurgency
CSF Coalition Support Funds
CTFP Combating Terrorism Fellowship Program
DCG Defense Consultative Group
DoS Department of State
DSCA Defense Security Cooperation Agency
EUM End-use Monitoring
FATA Federally Administered Tribal Arcas
FMF Foreign Military Financing
FMS Foreign Military Sales
GAO Government Accountability Office
GoP Government of Pakistan
GWOT Global War on Terror
ISAF International Security Assistance Force
NDAA National Defense Authorization Act
ODRP Office of Defense Representative Pakistan
OEF Operation Enduring Freedom
SDP Security Development Plan
USCENTCOM United States Central Command
USD (CyCFO Under Secretary ol Detense (Comptroller)/Chiel Financial

Officer
UsD () Under Secretary of Defense for Policy

B






DoD IG (U)

(L) DoD IG Secret Report No. D-2004-045. “Financial Management: Report on the
Coalition Support Funds,” January 16, 2004

(1) DOD IG Secret Report No, SPO-2008-001, “Assessment of the Accountability of
Arms and Ammunition Provided to the Security Forees of lrag,” July 3. 2008
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(L) This is the process that was being followed during our assessment.

(U) Government of Pakistan. The Government of Pakistan through its Delense
Ministry Department submits its request for reimbursement 1o the Office of the Defense
Representative to Pakistan at the LS. Embassy Islamabad and includes:

e services or missions performed. by whom, and mission objectives,
» types of costs incurred and a discussion of how costs were computed,

» spreadsheets of cost elements and costs incurred by Pakistan in support of the
military operation, and
e copies of invoices.

(U) U.S. Embassy Islamabad. The Office of the Defense Representative to Pakistan at
the U.S, Embassy [slamabad reviews Pakistan’s requests for reimbursement, gets
clarification or additional information from Pakistan as required, and forwards the request
with the Embassy’s endorsement o the USCENTCOM and LSD(C)Y/CFO. The U.S.
Embassy Islamabad sends Pakistan’s reimbursement claim to USCENTCOM for their
validation, In addition, the Embassy sends a cable or other type of communication such
as a memorandum, to the;

e Sccretary of State, and

e Secretary of Defense,

(L1) In addition, 1).S. Embassy Islamabad also sends an information cable or another type
of communication to the:

s American Consulate in Karachi,

s American Consulate in Lahore,

e American Consulate in Peshawar.

e  USCENTCOM Intelligence Office in MacDill Air Force Base in Flonda,

e Commander in Chief, USCENTCOM in MacDill Air FForce Base in Florida.

e Jomt Staft, and the

«  Central Intelhgence Agency.

(L) Further, besides the above muin recipients, the information cabie or another form of
communication s sent to more than 100 recipients,

=P






e  USCENTCOM validation of claim, and the

« Comptroller evalnation of the claim,

(L) Budget and Appropriations Affairs. The Budgel and Appropriation Aftairs Office
reviews the Pakistan claims by evaluating the reasonableness of the costs based on the
USD(C)YCFO guidance, assessing, the level of congressional interest, and verifying that
the notifications of the claims are addressed to the appropriate congressional committees.

(U) Director, Accounting and Finance Policy and Analysis. The USD(C)/CFO
discontinued coordination with the Director, Accounting and Finance Policy and
Analysis USD(C)/CFO in September 2006.

(U) DoD Office of General Counsel. The DoD) Oftice of General Counsel reviews
what’s being claimed. compares it against the Comptroller guidance, reviews (he
numbers for accuracy against the claim. and contacts USD(C)/CFO on any costs that
appear to deviate from the guidance.

(U) Department of State. Department of State reviews relied mostly on the DoD
review and validation.

(U) Office of Management and Budget. Office of Management and Budget (OMB)
reviews the Pakistan claims to identify any trends that look problematic and follows up
with USD(C)/CFO for clarification, if needed. OMB’s review and validation processes
include evaluations by its international assistance and mtelligence activities. Upon
completion of its review and validation processes. OMB forwards its approval or
disapproval to the USD(C)/CFO.

(U) USD(P), The USD(P) verifies that the Pakistan claim is consistent with LS, foreign
policy goals and has no impact on the balance of power in the region.

(U) Deputy Secretary of Defense. The Deputy Secrelary of Defense reviews and
approves claims, then sends letters (o congressional committecs for review of the
Pakistan claim.

(U) Congress. Congress has 15 days to implement a congressional hold on the payment,
If they do not issue a hold, USD(C)/CFO sends a funding document 1o the DSCA that
authorizes funds (o pay the claims.

(L) Defense Security Cooperation Ageney. DSCA receives the authorization to pay
the claims via a Funding Authorization Document from the USD(C)YCFO, Next, DSCA
semds an SF 1034, “Public Voucher for Purchases Other Than Personal.” by fax to the
Delense Finance Accounting Service office in Indianapolis.

(U) Diefense Finance Accounting Service, The Defense Finance Accounting Service-
Indianapolis then sends an electronic payment to Pakistun,
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Appendix D. Pakistan Operations ¢&

CENTCOM: (b)(1), 1.4(a), (d)




CENTCOM: (b)(1), 1.4(a), (d)
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1) We agree with recommendation Ja above believing the Jength of tours should be increased o
A mnmum of 12 months Pre-deplovment tumng and demobabiznoen will secur roughly two
addtronal months of the tonr as well s requarements for specific on-the-job wammg dising
m-over. Increacng toe length to 13 mosths wall provide a louger contact tume for
relanonslups 1o function and mow. provide mote stabiliry by reducing the nuber of
relanonshups that kave to be gebuiir, and will provide betrer continmty withi each assignment

) RE recommendaton 2d above, donmg the CENTCOM Jomt Manning Document (JMD)
confarence ODR-P prasented a raquast 1o add billets to thew JMD Through this process
ODR-P aalyzed thair current billats and found they did not have infficient personnel and
in somie cas2s persommel withoot tha propar axpenence and skill set In the end ODR-P
recuestad an addinonal 41 personnzl and made changes ' grade expeneace wid skl
sefs  This achon 15 cumrently i siatfing at CENTCOM . In order to make proper
projections for thew futige neads CENTCOM 1 contmes to work wath ODR.-P 1n
analvzng billets ensunng ODR-P i staffed to meet its growng muission

RECOMMENDATION S, (J 3 page 62)
1 DODIG secommends thar the Commandes U'S Centeal Command

a () Establish an operancnal program manages for the DoD programs w Pakistan we luding the
Coal:tion Suppost Funds clams by Pakistan. This program mavager should Lave the overall
tespensibaluy to oversee the management and operations to 2nsute that the goals of the Upatad
states and DoD are baing achweved Tins prozram manager should also be responsible fos
developing the pohicies that will assist with having a consistent operation of the program.
develop a budge: for Pamre expected rembussements 16 Pakistan a¢ well a¢. creatmg a funding
plars Lor all the DoD programs m Pakstan: and ensure that the Oftice of Defense Representanye
Pakiatan has enough personne! to cw thus coneal oussion and that they ae well wawed and
wpdated on all program maners

CENTCONM RESPONSE: CENTCOM concuus with recommendation 3a above, CENTCOM
recommends Secunity Assistance Office (SAO) provide oversight of Coalition Support Funds
with o "sost based modal - CENTCOM w cumentiy prepacing mavel to Pakistan to sstablish the
miodel and propose the way ahead to reduce paperwork requements. whale ensunag that U S
20als and objectives ase met. The program memager. resading o the Office of Defense
Representative 1o Pakestan will ensure preater sivational awateness of ongoug Paksstan Malstany
Operanions w and aloog the wastern bosder


http:111.,u.ig
http:P1U.1~r.1u
http:rn111u.11

Appendix F. Report Distribution (U)

(U) Department of State

Secretary of State

U.S. Ambassador to Pakistan®

Assistant Secretary of State for Political-Military Aflfairs
Inspector General, Department of State

(U) Office of the Secretary of Defense

Secretary of Defense™
Deputy Secretary of Defense®*
Chairman, Joint Chiefs of Staff*
Under Secretary of Defense for Acquisition, Technology and Logisties
Under Secretary of Defense (Comptroller)/Chiel Financial Officer®
Deputy Chief Financial Officer
Deputy Comptroller (Program/Budget)
Under Secretary of Defense for Policy*
Under Secretary of Defense for Intelligence
Vice Chairman of the Joint Chiefs of Stal*
Assistant Secretary of Defense (Legislative Affairs)
Assistant Secretary of Defense (Public Affairs)
Director, Program Analysis and Evaluation
Director, Detense Procurement and Acquisition Policy
Director, Joint Staft
Director, Operations (J-3)*
Director. Strategic Plans and Policy (J-5)*
Director, Force Structure, Resources. and Assessment (J-8)*

(U) Department of the Army

Auditor General, Department of the Army
Inspector General of the Army

(U) Department of the Navy

Auditor General, Department of the Navy
Naval Inspector General

(U) Department of the Air Force

Auditor General, Departmeni of the Air Force
Inspector General of the Air Force
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(V) Combatant Commands

Commander, U.S. Central Command®
Inspector General, U.S, Central Command®

(U) Other Non-Defense Federal Organization

LInited States Comptroller General
Office of Management and Budget

(U) Congressional Committees and Subcommittees,
Chairman and Ranking Minority Member

Senate Committee on Appropriations
Senate Subcommittee on Defense, Committee on Appropriations
Senate Committee on Armed Services
Senate Committee on Foreign Relations
Senate Committee on Homeland Sccurity and Governmental Affais
House Commitiee on Appropriations
House Subcommittee on Defense. Committee on Appropriations
House Committee on Armed Services
House Committee on Oversight and Government Reform
House Subcommittee on Government Management, Organization, and Procurement
House Subcommittee on National Security and Foreign Affairs
House Committee on International Relations
House Committee on Homeland Security

* Recipients of the dralt report
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