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Financial And. Legal Aspects Of The 
Agreement On The Availability Of 
Certain Indian Ocean Islands 
For Defense Purposes 

Departments of Defense and State 

A classified note to this December 30, 1966, 
agreement provides for the United States to 
pay $14 million toward the British cost of 
detaching certain tndian Ocean Islands. The 
U.S. share is being financed through waivers 
of the research and development surcharge 
ur&er the Polaris Sales Ageement of April 6, 
1963. 

GAO is unable to say that U.S. law was 
violated by these financial arrangements but 
believes the method used was a circumvention 
of the congressional oversight role. 
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The Honorable Gary Hart cl R$’ b&6-” 
United States Senate ’ 

cj 
Dear Senator Hart: 

Your letter of September 11, 1975, asked us to 
report to you how the dislocation of the inhabitants 
of Diego Garcia and of its associated islands was fin- 
anced and whether U.S. law was violated. 

The United States waived $14 mill ion under the 
Polaris Sales Agreement to cover its share of the 
British Indian Ocean Territory detachment costs. Be-. 

’ OOD$%ause of limitations placed on access to records by the 
Departments or State and Gefense , we were unable to sat- 

about the financing methods considered by 
thr Department of Defense .or to learn the total extent 

financial participation. However, we d id note 
that U.S. economic assistance has been provided to the 
islands since the United States became involved in this 
area. 

From the information made available to us, we are 
unable to say that U.S. law was violated. However, we 
consider the method used as a circumvf:ntion of congres- 
sional oversight authority. 

Details of these and other matters are discussed 
below. 

FINANCIAL ARRANGEMENTS FOR __._._- --- ---- --- 
DETACHMENT OF IS LANDS --. --- -_-- --- 

On December 30, 1966, the Ijnitcd States and the 
United Kingdom entered into an agree,ntnt whereby the 
United Kingdom would detach the island i now comprising 
the British Indian Ocean Territory fron Mauritius and 
the Seychelles to make them available f,‘rr possible joint 
defensive purposes. In a classified no:e to the agree- 
ment, the L’nited States agreed co provic,e up to half 
of the total Britisn detachment costs, rut nJt to exceed 
$14 ml: 1 ioil. Compensation was reauired for such matters 
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as loss of sovereignty by Mauritius anJ the Seychelles, 
purchase of privately owned property or lard, and re- 
rettlemer t of inhabitants. 

! . 
- i-- 

f 
: . 

The U.S. share of detachment costs was to be pro- 
vided through a waiver of the S-percert research and 
development surcharge imposed on procurements under 
thKApr il 6, 1963, Polaris Sales Agreement between the 
United States and the United Kingdom. This surcharge 
was expected to reach $17 million by mid-1972, but at 
November 30, l966, it was about $4.3 mill ion. The 
then Secretary of Defense made the decision to forego 
tl*e’surcharges until tile amo’ ;t, which would have other- 
wise been payable by the BL t.ish, reached $14 million. 
When this amount was reached, the surcharge was to be 
reimposed on subsequent sales. 

t 

However, to give the British earlier budgetary 
relief, as it would h?ve taken severa! years to make 
the contribution through the research and development 
surcharge accrual a1 one, the United States provided 
the entire 514 miliion to Britain shortly after enter- 
ing into the 1966 agreement by: 

\, 

--Applying toward the current procurement 
charges the amounts already paid into the 
Polaris Trust Fund by the British for 
research and developeent surcharges and 
overhead and facil ities charges, (The 
overhead and facility charges d::re f ixeci 
amocln’s to be paid over a 24-quarter 
per iod . ) 

. . .- 
--Waiving British payments in December 

1956 [and March 1967 for then-current 
PO3 ar is procurement charges (reflecting 
the application of funds as above), over- 
head charges, and facility use charges 
while allowing the British t,? restart over- 
head and facilities charge:; cn an accele- 

\ rated basis in order to repay he Trust 
i Fund within the original [-ayment schedule. 
I 

Thus, in effect; the United States loaned the 
@British the $14 million from the Polaris Trust Fund 

‘which was subsequently repaid except for the reEearch 
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and development surcharge which had been waived. Cur- 
rently, thz research and development account still h*: 
about $2.5 million to accrue before the surcharge is 
reimposed. As of September la, 1975, the accrual had 
reached $11.542 million, the last accrual being in . 
July 1375.. .(See app. I.) 

LEGAL BASIS FOR FINANCIAL --- 
ARRANGEMENTS __ -- -- 

According to Defense officials, the detachment of 
the Indian Ocean Islands had to be accoF,pl ished quiakly 
because a British withdrawal from the area was feared. 
Accordingly, the Polaris financing arrangement was 
deemed the best solution by Defense, as the regular ‘5 t 
appropriations route via Congress would be sl.rbject to C@ ’ ” 
considerable delay. Except for these two methods, we 
do not know of any other financing alternatives con- 
si’dered. 

A November 12, 1965, Defense memorandum for State’s 
Deputy Legal Adviser summarized the legal basis for the 
Polaris offset technique as follows. 

“Insofar as the payments relating to overhead 
and facilities are concerned, the proposal does 
not affect the total sum to be paid by the 
United Kingdom; it -merely alters the timing of 
such payments. The United States receives 
adequate consideration for this alteration in 
timing by being granted the use of the Islands 
for defense purposes. Further , the statutory 
authority under which the Polar is Sales Agree- 
ment was consummated, section 507 of the Foreign 
Assistance Act of 1961, as amended, does not 
require payment to be made pr ior to 120 days 
after delivery of the defense articles or 
defense services purchased. This 120 day per- 
iod begins to run after delivery of the last 
defense article or the rendering of the last 
defense service .I’ 

“Insofar as the payments relating to P&D are 
ccncerned, the proposal foregoes payment up to 
the amount of $14 mil I ion. This sum is not a 
sum now owing to the United States. The exact 
amount of the H&D !>ayment is uncertain, being 
dependent upon pr ice of the i terns sold. It is 
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fui ther uncertain in that the United Kingdom 
ma!’ at any time at its option cancel the Polaris 
purchase, without being 1 iable for any H&D 
charges over and beyond those calcul atL on 
items al redy de1 ivered. Al so sign I f icant 
is the fact that section 537 of the Foreign 
Assistance Act of 1961, as amended, does not 
require the imposition of any R&D charge 
whatsoever. Such a charge could have been 
omitted from the agreement, and was inserted 
in the agresyent only as a matter of policy. 
Accordingly, the waiter of such a charge in 
exchange for a valuable consideration cioes 
n*>t constitl;te the waiver of a charge which 
the Executive Branch is under a statutory 
mandate to collecl. Viewed in this 3 ight, 
the Uniteo States is merely giving up one 
right in exchange for another right of equal 
or greater val ue .‘I 

From the information made available, we are unable 
to say that these financial arrangements violated U.S. 
law. But, we believe the method of financing--a technique 
which masked real plans and costs--was clearly a circum- 
vention of the congressional oversight role. 

Early .!n 1962, for instance, the Joint Chiefs of 
Staff recommended making arrangements with the British 
that would assure the availability of selected rslands 
in the Indian Ocean; by 1963, Defense had firm plans for 
facilities in Diego Garcia. l5il itary constrcction funds 
were sought for fiscal year 1961 buf: were not approved 
by Congre- 3 Because firm riqhts to i:he !: ite were not 
available. Despite evidence that the firlancing method 
was seemingly settled by State and C&tense as early as 
1965, it was not until .1963 that these arrangements were 
first discloseJ to a Member of Congress. 

Defense officials were not aware of any other 
instances in which research and d:velopmcn; surcharges 
had been waived to acquire base rights. ‘)ccasional J y, 
however, such surcharqfzz are reduze5 or e. iminated 
in connection with a given sale= transaction. 

OTHER FINANCIAL HA?TE.RS --_--- ---.-- 

Officials of State snd Defense told ui that the 
$14 million Polaris research and development offset *as 



6-184915 

the sole financial involvement of the United States in 
the British Indian Ocean Territory detachment effort. 
However, we have thus far been denied full and complete 
access to records of negotiations and other memorandums 
we consider necessary to our review; therefore, we are 
unable to independently verify these statementri. 

During our review we noted other financial matters 
that, although recognizing they may not bear any relation- 
ship to the detachment question, we believe should be 
set forth. 

. 
Economic assistance - -- 

Since the early 196Os, Maim i tiils has been receiv ‘.ng 
a small amount of U.S. assistance, mostly under Public 
Law 480 (Food fcr Teace) . This averaged about $100,000 
a year until 1958, w;rtn it increased to $800,GOO. In 
1969, assistance decreased to $100,000, and during 1970- 
74 it ranged from $1.1 million to $3.3 million. 
assistance programs for 1975 and 

Proposed 
i976 were $1.2 million 

and $1.8 r,,ill ion, respectively. T’:us, total assistance 
to Mauritius (proposed and actual) since the Unita?d 
States became involved in the area, approaches $lti mil- 
lion. 

The increased assistance to Mauritius r0l.qhly CCIT- 
responds with two events: (1) The relocation of irilabi- 
tants from Diego Garcia to Mauritius, and (2) The inJe- 
pendence of Mauritius on Malch 32, 1968. 

Both State and Defense officials said there was 
absolutely no connection between economic assistance to 
Mauritius and U.S. mil itary programs. One Stat? Depart- 

i 
ment officidl observed that the United States ;.ormally 

\ 
did not give much assistance to dppendtincics and that 
the increase could prObaDly be r elatti to Maur it ian 
independence. 

! 
The Seychelles, still a British Crown Colony, has 

, been provider: assistance primarily under Pub1 ic Law 480 
total ing aoout $300,000 during 1962-74. 

’ tance programs for 1975 and 
Pr oposed ass i s- 

1976 were $26,000 and $143,060, 
* respectively. 

9 

i 1 
- s- 
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Other assistance -es -me- 

In February 1975, units of the 7th Fleet provided 
cyclone relief assistance to Maur 1tius at a cost to the 
United States of more than $3GO,OOO. In addition, the 
United States Fledgeo $25,000 to assist victims of the 
cyclone. A Defense official said thp S300,cOO included 
money, suppl ies, and manpcwer used in the relief effort. 

For a Lime, the U.S. military purchased fresh vege- 
taoles from Mauritius in an effort to aid the island eco- 
nomy. This was discontinued anout 2 years ago because 
the Mauri tians were unable to sup@ y the needed quanti- 
ties and Lhe military found the arrangement inconvenient. 

f3r it ish detachment cos Ls __-.---- --- - -- -- 

As of Septembe. 34, 1975, tie British stated they 
had incurred +;le following detachment costs. 

Descr iEt ion ---.-_ --.- -. Amount (note a) 77 - 
(ml1 1 Ions) 

Compensation to Mauritius 
for loss oi sovereignty $ 8.40 

Copra plantation 3.78 

Construct ion of commer ical 
airfield (Seychelles) 17.36 

Compensation to Mauritius 
for relocation of inhabitants 1 .82 -- 

Total $31.36 -- -- 

a/ One pound sterling equals $2.80, the rate 
of exchange used for the 1966 Aqreement. 

There has oeen no 1J.S. verification of British 
expenses incur red, but the above schedule was oral 1 y 
reconfirmed by the British in October 1975. 

The Britibn rendered a similar accounting to the 
United States in April 1970, at which time their expenses 
amount Lo $19.958 mill ion, including S322,OOO for a ship 
used by the British for administrative purposes. The 
amount for the ship dia not appear in the 1975 account- 
ing, and officials were unclear whether this represented 

-6- 
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the value of a new or used ship ?r of rental charges or 
whether there was more than one Jhip involved. 

A Defense official stated that the British must 
have changed their minds about the appropriateness of 
including the ship(s) in the detachment costs. Be said 
that, since detachment was purely a Eritish effort,. the 
United States must accept the British accounting on good 
faith. 

CLASSIFICATION AN3 RESPONSIBLE 
mIALS 

---- --- 

According to State and Defense, the information 
relating to the detachment was classified at the reauest 
of the British Government. At the time of our revler, 
the British were in the process of declassifyinq certain 
information; however, somr? still remains classified. 
Under these circumstances, we crnnot say that the secu- 
rity classification was imposed injudiciously. 

As previously stated, the Secretary of Defrnse 
made the decision to finance the U.S. contribution from 
the Polaris Salts Agreement. Throughout the discu.;sion 
which subsequently resulted in thd 1066 Agreement, the 
State Department worked closely with Defense, and offi- 
cials of both Departments were apparently in agreement 
on the eventual outcome. 

As you requested, Eormal comments have not been 
obtained frcm the Departments of State and Defense. 
informal comments were solicited and officials generally 
agreed with the factual content of this report. The 
report has also been reviewed for security classifi- 
cation. As ag‘eed with your staff, we will make scbse- 
quent distribution of this report to the agencies and 
interested committees of Congress after it is transmitted 
to you. 

If you would like to discuss this m,rtter.further 
with m;’ staff or need additional arsistacce, please let 
me know. 

Comptroller General 
of the United States 

-7- 
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APPENDIX I APPENDIX I 

ACCRUED RESEARCH AND DEVELOPMENT SURCHARGES 
AGAINST ?hE PlrLARIS SALES AGREEMENT - -.-- - 

As of Pqtember 18 -- --- , 1975 

Fiscal 
year - Amount m-e- 

. 1964 $ 224,000 

1965 1,819,OOO 

1966 1,724,OOO 

1967 i -984,000 

1968 3,621,OOO 

1969 1,033,00t 

1970 251,000 

1971 140,000 

1972 188,OOQ 

1973 l77,900 

1974 155.000 

1975 204,000 

Julk 3375 19,000 --- 
Totlsl $~542,000 

I I  , r  
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Cf Phe Honorable John E. Moss 

]‘L 
House of Represer tatives 

Dear Mr. boss: 

On February 27, 1975, you request&l that >Je survey the 
extent and leqality of federally provided protective services -...- ~~ 
for Cabinetllevel offitils a nd respond to a numbsr of spe- 
vns. You also requested that our survey include- 

$-,L? apecificaJ.fy the Secretaries of the Army, Navy, and Air Force;zzL7, / I , 3-q I? 
-‘,the Comn*issioner L Internal )ct-t :r,Je Service; the Administrator, 

-’ ~~;!jisw 
QGJ,> /d’j7 

Eniorcement Assistance Adm. .iistration; and the Administra- / 
_, tor, Drug Enforcement Administration. 

We sent questionnaires to 11 executive departments re- 
. questing Lspecific information on perso, al protective serv- 

ices provided to Department, bureau, and agency officials, 
includinq top-level official% of any independent agency or 
commission controiled by the Department. A list of the agen- 
cies that we surveyed is enclosed. All Departments provided 
data for personal protective servicts within the continental 
United States, Pnd a few furnished information on protection 
provided durir.g foreigr travel, Several of the agencies’ re- 
sponses required clarification or additional information, 
which was obtained through discussion with headquarters offi- 
cials and examination of the agencies’ records and files. 

Some information provided by the Departments of the 
Treasury and Defense was classified. We are, therefore, pro- 3d< <?- 
viding the information you requested in two reports. This T. 
report provides data on those questions which can be answered 
without disclosing information that has been classified by 
the two Departments. The Department oc Defense, however; has 
specified that the information it furr.ished for this report 
is to be retained for official government use. The report pro- I 
vides data C.C (1) how many Cabinet members and heads of other 
entities are receiving protection and the type of protection 
provided, (2) the source of funds for protection and whether 
the agency formally requests those funds ‘:rom the Congress, 
(3 j Federal agencies that have their own police forces which 
provi& the protection for the officials, and (4) the legal 
basi8 for the protection. 

GGD-76-38 
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INDIVIDUALS PROTECTED 

Personal protective services were provided to the 
following officials during fiscal year 1975. 

1. Attorney General. 

2. Secretary of State. 

3. Secretary of the Treasury. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

Secretary of Defense. 

Sacretary of Agriculture. 

Secretary of Commerce. 

Secretary of Health, Education, and Welfare. 

Secretary of the Interior. 

Secretary of Transportation. 

Secretary of Housing and Urban DevelopmPnt. 

Secretary of the Air Force. 

Serretar; of the Army. 

13. Secretary of the Navy. 

14. Commissioner of the Internai Revenue Service. 

The degree of protection furnished the:;e officials ranged from , 
around-the-clock personal security to c&asional escort while 
traveling or at public appearar&ces. ’ , 

l . 
The Secretary of Labor did not recei.vt? personal protec- 

tion; however, his office is secured by an alarm system. 

The Administrators of the Law Enforcem%nt Assistance Ad- 
ministration and the Drbg Enforcement Admini ;tration received 
no protecticn during this period. 

More specific information on the type of pro’.ection pro- 
vided each individual is shown in the classified report to 
you l 



SOURCE OF FUNDS --w--u 

Funds wc-re drawn from each Department’s appropriation: 
however, none of the Departments’ appropriation Lequesrs spe- 
cificallq.’ jhowed that funds were to be used for this pur p&se. 
In hearlnqs before the Subcommittee on the Treasury, Postal 
Secvjce, 

(: ‘F 
;dnd General Government , House Committee on Appropria- Cc oc 3f/’ 

ti+ns, a department of the Treasury official informed the Sub- 
committee that Secret Service’s fiscal year 1976 budget re- 
quest included funds for protecting the Secretary of the 
Treasury. Protective services were funded from various 
salaries and expenses accounts of the Departments of State, 
the Treasury, Commerce, Justice, Agriculture, LakJor I and 
Transportation: the operations and maintenance account of 
the Department of Defense, including military personnel dc- 
counts; the working capital fund of the Department of the 
Inter ior; the management budget ol’ the Department of Healt\. 
Education, and Welfare: and the administrative operatin: fund 
of the Department of Housing and Urban Development. 

SECURITY FORCES 
t 

Each of the executive departments providing personal pro- 
tection to the Department head, except the Department of Kous- 
ing and Urban Development, has a “p slice force” (employees 
whose duties include providing personal protection). These 
forces range in size from a few employees to a large agency, 
such as the United States Secret Service or the Federal Bureau 
of Investigation. The protection is usually provided by police 
forces of tile respective Fepartments: however, the incumbent 
Secretary of State receives protective services from the 
Secret Service, on a reimbursable basis under provisions of 
the Economy Act (31 U.S.C. 686). The organizational units 
responsible for protective ser.rices are identified in the 
enclosure. The Departments of Labor and of Housing and Orban 
Development do not have forces for protecting their Depart- 
ment heads, 

! 
although on occasion the Department of Housing and 

:, Urban Development has used guards from the Federal ?rotective 
Service --a unit of the General Services Administration--to 
protect some officials while at public meetings. 

LEGAL BASIS 

. Specific statutory authority exists for the Secret Scrv- 
ice to protect official representatives of the United States 
o 1 special missions abroad (18 U.S.C. 3056) and for Depart- ? 
ment of State security officers to protect the Secretary of 
State and the Under Secretary of State (22 U.S.C. 2666). 

. . 



, . 

. 

. 
B-171490 

A Decision of the Comptroller General (54 Comp. Gen. 624) 
concludes that protective services provided the Secretary of 
the Treasury are authorized if the Secretbry is threatened 
or in danger and the Department determines that the risk is 
such as to Impair hts ability to carry out his duties and 
h-n,-& to adversely affect the efficient functioning of the .,C..“_ 
Department. . 

We asked the remaining agencies to cite the lecral au- 
thorization for providing protection. The Department of Jus- 
tice said the ComptroAler General’s decision is applicable 
to the protection of the Attorney General. The other Depart- 
ments could not cite statutory authority for protection, but 
they gave us several reasons for protecting their Department 
heads, such as threats of murde;. kidnapping, or other violent 
acts directed against Governmer, Jfficials; possible harass- 
ment; demonstrations qainst the Government; and sit-ins at 
Government offices. For officials otlier than the Secretary 
of State and the Under Secretary of State, there is no spe- 
cific ‘statutory authority for protection; however, we be- 
lieve that, if an official has been threatened or there are 
other indications that he is i,, danger and if administratively 
determined that the risk is such as to impair his ability to 
carry clt his duties and hence to adversely affect the effi- 
cient functioning of the agency, then agency funds, which are 
not otherwise restricted, would be available to protect him. 
This follows from the premise that appropriations are gener- 
ally available for necessary expenses. 

Family members sometimes receive protection when they 
enter tSe immediate environment of the protected official. 
The wife of the Secretary of State has been provided .protec- 
tion for several years, whether or not she is with the Secre- 
tary. While there is no specific statutory provision for pro- 
tecting the wife of the Secretary, we note that the Department 
disciosed to the Senate Appropriations CommIttee, in its fis- 
cal year 1974 budget justification, its intention to protect 
the Secretary and his family “at all times.” 

Comptroller General 
of the United States 

Enclosure 

4 
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. ENCLOSURE ENCLOSURE 

PROTECTION SURVEi’ -----I_--- 

Depa r tmec& 

State 

Treasury (and Internal 
Revenue Service) / 

Defense (includes Depart- 
ments of the Army, Navy, 
and Air Fcrce) 

Justice (includes Law En- > 
forcement Assistance Ad- &’ 
minis&ratio: and Drug En- 
forcement Administration) 

Inter iot 

Labor 

Commerce 

Transportation 

Agricalture l 

Health, Education, and 
Welfare 

Housing and Urban Develop- 
ment 

Organization providing 
protection -----w 

Secret Service (for the Secre- 
tary) 

Department of State’s Division 
of Investigations (for the 
Secretary’s wife) 

Secret Service 
Internal Revenue Service, In- 

ternal Security Division, In- 
teiligence Division (support 
personnel) 

Security Staff, Office of the 
Secretary 

Army Crixinal Investigation 
Command 

Naval Investigative Service 
3ff ice of Special Investigations 
L 
Federal Bureau cf Investigation 

(for the Attorney General only) 

Division of Enforcement and 
Security &qanagement 

Office of Investigations and 
Security 

Investigations and Protection 
Division 

Office of Investigations 

Office of Investigations and 
Security 

MO regular prrrtection provided 

No regular pro section provided 

1 
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