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1 it in believed essential to clarify and restate the general
:r1L:plos governing relationships between the Committee for a Free

;CFA) and Sponsor, The moral responsibilities and obligations of
ss:1 Y pty must be well defined and completely understood,

-At the outeety it must be recognised that Sponsor -has responsis
end iSbligations which transcend those inherent in the usual private

.	 eirs .:Jo private activities, It is, therefore y primarily responsible to
sus,*1	 ClAts programs and objectives are in consonance with foreign

stxiv/icy aims, Moreover, Sponsors in carrying out its assigned
ta UsponSent upon and responsible for appropriated funds, Sponsor,

c:ssas must reasonobly conform with the legal and procedural standar
.1Tha-' it, Mess include the legal and moral responsibility for the

vsl	 cocanditure of its appropriated funds, the submission of sound bu
.sh:oeter reins:sting funds for the acomplilshment of its mission s c

i ,JLH	 as2raisal. cl all its activities during the fiscal year in terns.
,ststlons and results s and positive responsibility and secountabili

ss	 :J:rations which it sponsors or otherwise directs,

.iii carrying out its assigned mission s Sponsor has wilfully and
trT:7,a- elected to delegate a portion of its basic authority to obligat

ip•od appropriated funds to a separate legal entity, created by Spew:es/
instrument and proariotery activity, In oo doing Sponsor s q -

•2 1 . 7, oovor dad f -;Wxibility and is able to enlist the services and experionoo
t fo: u,:os citYloo-it whose talents would otherwise be denied to Sponsor,

- Spensar olopesee to vest and has vested certain of these citizen
,•.t . ersagorik,1 authority and responsibility. It is important to recognias

o: r a, thst Sponsor oannot and does not intend to abrogate all policy
satioority end responsibility two CFA. Ire accepting . Sponsors Cards,

• 37. .V2e4C'ignig(-:! Spentoes basic responsibilities in this activity,
vested the Executive Committee of CFA with managerial authority

• pi,b1.11..try for the, operation of CFA, subject to policy guidance lard
,	 (0" co,sautiag prograns tad finaneial funds therefor and to other

Ot,)	 'okra	 peixatc cens beisifac la
r:ffSmo have Asc7,	 their saTv1ssn 9 Terstatisms anl

(.1h11	 Ai:et'=;;Srs rid sffisrs ©: CFA they aT4
)111.72ihty JYT son4using th cps7stioas At CFA in 	 .sapmtnble snSi

-	 !..sntang tn the psiqmsastd lbfLtatioas proscribed
iv--  osoctrin eheo'rno h.:x:1 established in this desusnt, Yt 	 recognized
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that the preservation of the personal integrity of these individuals in-
volves the broad exercise of their judgment and the unfettered utilization
of their experience and talents. Accordingly, within the framework hereof,
it is contemplated that normal executive authorities will be exorcised by
these officials.

6. In recognition of the foregoing, and the complexities, both of sub-
stance and relationships, inherent in this activity, it seems necessary and
proper that the principles above stated be established and recognized in a
formal document. It is further necessary and proper that the understanding
so arrived at be implemented by effective working procedures, consistent pith
the nature and purpose of, and in order to effectuate, such understandings.
To this end the following principles and procedures are set forth.

II. Budget and Fiscal

A. Program Presentation

7. CFA shall submit annually on or before May 1 a comprehensive program
for the fiscal year beginning on 1 July broken down by divisions of CFA. This
program, submitted in conjunction with the budget presentation by CFA, shall.
describe the activities contemplated, the objectives to be obtained, and the
method to be utilized in the conduct of each. The descriptive matter shall
include data adequate for Sponsor to pass judgment on the proposed program
and should include but not be limited to personnel and logistical requirements.
Provision shall be made for contingencies to enable CFA to take advantage of
situations not foreseen when the program was prepared.

8. Sponsor shall promptly review this program for consistency with
foreign and domestic policies and for consistency with its own mission.
Sponsor reserves the right to anprove, modify or require abandonment, or
change in emphasis any of the existing or proposed programs. Only those
activities provided for and approved in the program shall be undertaken by
CFA. Proposed departures from this program shall be presented to Sponsor for
its consideration When necessary. Such presentation shall include not only new
activities as are reasonably significant either in their policy or financial
implications.

9. Sponsor shall provide CFA with policy guidance on a continuous
basis, and CFA shall carry out its program in accordance with such policy.
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Spertor u s approval of the program and the financial budget cube
oeAted thersoe th stall authorize CFA TO PROceed in the execution of the ap=
pmew&i prevail subject only to such conditions as may be expressly imposed
in. seet approyal aZd to the terms and conditions hereof0

II, CFA shall supply ouch monthly progress and performance reports as
eill permit Sponsor to evaluate adequately the accomplishments of CFA and
1.0 gage its effectiveness in the fulfillment of its assigned program,

p, Ded.et Presentation

no CPA shall submit annually on or before Mey 1 a financial budget
(twther with a comprehensive program) for the coming year, and a general
eetimeto of budgetary requirements for the succeeding year, each broken &en

diAsions of CFA	 between operating expenses and capital asset require..
m.mitoo ihe annual budget should be broken dam with quarterly phasing as
cupplemavtal informatiorr, The budgetary requirements so submitted shallo of
c.mrae, be planned with reasonable thoroughness and accuracy, A detailed
dealyels of the objective categories of expense or the major items of con-
eeruction or purchase of capital assets shall be submitted together with and
in surpert of the budget.

13, The budget presentation shall be accompanied by a message explain
ing the activities and functions of each division. In addition, major changes

bueeetery requirements from prior periods and significant new proposals
'Mould be explained ° 'essays each major or significant item in the capital
peegram should be explained in terms of the operating need or objective,

The Sponsor shall have the right to establish budgetary limitations
for eaeh of tha major programs sr activities contemplated in the budget or
te prescribe specific stipulations in regard to single activities conteMplated
II' deemed warranted by special circumstances,

Eudgetary planning shall include only the estimated amount of ex-
penditures and actual contractual obligations to be incurred during the need/
year, The unobligated portion of the budget allocated by Spenser for the
activities of CFA remaining at tha Pad of the fiscal year shall expire°
Specific.budgeted and approved capitak asset requirements for which actual
purchsee or obligation was not accomplished, shall be rebudgeted in the follow,
ing flow/ year to the extent the items may still be rewired.

In the event certain pion:led ectivities are too provisional ea pee-
Wet ecylaod hedgetaey Rifle cr positive budgetary determeuetdon, provialon

Quhrccmr,tartheleas bes rade An the biAdget uith appropriate netationi, At the
ct:r caef Sponser ,9 fumde fyem its eppreptlatioa wila to earmarked for the

‘'..cqeo5tedp but tm retool alletment ef Clods may be withheld pandimg
:? t:rtor Caresprent ef the propesal and the searlusive plannimg ef rerdistio
telyy requirements,
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11, It shall be eaderetood that the approved budget allotments made
be Speiser are related to tho purposes or activities disclosed in the dee
felled budgetary presentation. New activities of significant importance
net centemplated in the budgetary presentation shall require the submission
of a bedget amendment even though the previously approved budget may be ado-
qvote to provide the fends required for the new activity°

11. The expenditure or obligation of funds for activities not con.
templated in the budget and for which funds have not been allotted to CFA
by Sponsor is prohibited excepting as is provided for in the provision of
a contingency fund as provided below°

19. Requested revisions of the budget shall be submitted quarterly
bet may ale@ be submitted at any time that proposed new activities or un-
tenement] circumetancee require a significant change in the approved budget.
Supporting budgetary detaile an explanation will be required to the degree
warranie2d by the magnitude and significance of the requested revision°

200 Sponsor shall give prompt comeideration to all budget submiesiono
andnhell formally notify CFA of its determinations, and shall clearly in-
dicate apy special limitations or stipulations conditional to its approved
allotmento.

'C. Coetter Fund

TA. A contingency fund in a reasonable amount shall be provided as an
integral e ‘ rt of the budget. The purpose of this fund is to ensure that the
bedgetery limitations prescribed by Sponsor may not become technical eh-
etructeon be the full exploitation 61 unanticipated opportunities or requiee
nenercee minor revimions of the establithed budgetary limitations. The cone
tingeney fund thus may be used at the complete discretion of CFA to exceed
cry of the bedgetary limitations preacribed by Sponsor. In addition, it ney
be use,i without prior epproval on a practical or emergency basis to implement
my nee ecteviey not coetemplated in the approved budget. Amounts of the cone
tingeeey•feed so used, houever, will be reimbursed may upon submission and
cenrovel of a reqnset for a budget revision with eeplanetion of the transfers
from the eontingency fund. Items not approved will not be restored to the
centineeney fund.

D. Reeeree Previalen

In nedition L qatiderwritinE the operating program end eapital
eset 7equiroraento a CFA, Spc.reter agrees to provide and to permit the re-
tJotic Icy CFA of e liquid,assat reseree fund. Spencer will therefore makt?
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seditinnal provision from Ste appropriations as necessary, to ensure the
availaeility of funds to CFA to maintain this reserve fund at an appropriate
level, The reserve fund ehall be invested entirely in U. S. Government ob-
ligatiene of a readily convertible and short-term variety.

23. The principle of the reserve fund is that CFA may have on hand at
all times sufficient net available current assets to provide for all actual
or contingent liabilities which would exist in the event unforeseen circumstances
necensitated the abrupt termination of Sponsors underwriting of the CFA pro-
gram. To provide the funds which may be necessary to create and maintain
ths reserve fund assets at the proper level, the allotment of funds by Sponsor
to CFA shall be increased or decreased at quarterly intervals to the extent
that not available liquid assets may be less or more than the reserve fund
requirements.

24. Actual or contingent liabilities provided for in this reserve in-
clude the followings

a. The general liquidation costs which uould be ineurred by
crA if liquidation became neceseary at any time without further
funds from Sponsor or other sources, The liquidation principal
iti estimating such costs shall be that of a complete, orderly and
savant liqeidation with (monomial,/ disposition of all properties
and the negotiated conclusion of all contractual commitments,
Ielnetrative of such costs are terminal pay for employees, return
teaneportation of American employees to the 119 Sop and the general
ewer/lead costs of an efficient conclusion of CFA affairs.

bo The total of the unliquidated balances of all outstand-
ing eontractual commitments, These will consist largely of cop-
seruction and procurement contracts in connection with the capital
aeon program.

co Outstanding non-capital asset contractual obligations ex-
cluding any portion applicable to the current fiscal year. These
will consist largely of term contracts for the rental of proper-
tees or for services.

do A provision uf one month o s working espetal requeremente
for both dcmestic and foreign oporaticeen

Feeeimp

25, CFA will requisition feeds querterey from Sponsor ca an ac-needed
beeis vp to the total amaze% ef the aeteal aleotment provided by Sponsor,'
CPA will bc notified at all times as to the amount cf this allotment, The
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alloteent will not include items recivosted in the budget presentation which
have been rejected or suspended pending the submission of additional infor-
mation or the development of more coturete plans and requirements.

F. Audit

26. CFA shall engage at its own uxpense the services of a firm of Cer-
tified Public Accountants, approved be Sponsor, for the annual audit of its
financial operations. Sponsor shall aleo have the right to conduct or direct
ouch supplemental audits as it may der, necessary.

2Y. CFA shall submit monthly fieancial reports reflecting its operatiens,
and, in addition, a comparative, quarlerly report of the approved budget aei
acCual expenditures. CFA shall also vubmit such other financial reports
reflecting its operations as Sponsor nay require.

R, Special Projects

.	 •
2C, Sponsor may request from lima to time that CFA undertake to carry out

ceetain special activities in its behalf. To the extent that such activities
are, in the opinion of the Executive Committee of CFA, compatible with the
purposes of the organisation and will not jeopardise its major activitlea oe
reputation, CFA shall undertake thee in this capacity, Sponsor is an inde-
peedent donor and shall 444=0 respilsibility for making additional funds
available for the specific activity, CFA need make ao budgetary provision
for sunh activities and need recoure for these funds to Sponsor only in ace
cordanve 17141 Che agreedeepon terms of the special grants.

I, Prevate Contributions• 

29. CFA will undertake no pab))a solicitation of funds without prior
Spenec? a pproval. CFA shall not acc(pt funds from private donors if con-
dition': are attached thereto, withal prior Sponsor approval for such acceptance.
CFA mae accept unsolicited funds but such funds shall be segregated in a
scoarfl bank account until their S',tesition is approved by Sponeor. A
querteely report of such receipt? stAll be submitted with whatever detail al to
th-Ar ruvrace may be available,

J, Filcal Liaison

31, The CFA comptklUer and a designated liaison officer of Sponsor till

be reseoneible for the eemplcagnees and authenticity of all fiscal matters for

each party, It shall ti the datly of the Sponsor liaison officer to be responsi-

ble foe insuring that yeepee allelmects are made and that tha funds are available
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for transmission to CFA.

III. General and Administrative

A, Personnel

31. Sponsor will be consulted in advance concerning the election or
appointment of CFA committee members, directors or key officers.

32. A memorandum of understanding reflecting the individuals responsi-
bilities to Sponsor shall be executed by each such person before assumption
of his position, Sponsor will furnish such memorandum, In addition, no
officer, employee or committee member shall be made witting of sponsorship
without executing a suitable, similar agreement furnished by Sponsor, No
personnel appoinbnent shall be made by CFA over objections of Sponsor,

33, Sponsor shall indemnify the directors and °ricers of CFA against
any liability arising from litigation resulting from actions undertaken
with Sponsor approval, without negligence or malfeasance on their part,

34. A formula for overseas allowances or other benefits shall be es-
tablished which in conjunction with basic salaries shall be consistent with
standard business practices in the area, giving due consideration to the
additional intangible rewards offered by private business such as but not
being limited to pensions, insurances private commissary privileges, etc,

Construction and Procurement of Ca ital Assets

35, Adequate records of property acquisition and disposition shall be
maintained by CFAb

36, A procurement officer or purchasing agent facilities shall be es-
tablished and maintained by CFA,

37, The procurement program and the electronic communications program
of CFA shall be presented with the annual budget or any revisions thereto,
and approval of the budget shall constitute approval of the procurement and
electronic equipment programs, unless specific stipulations or requirements
are prescribed provided that a qualified purchasing agent or procurement
o f ficer is available to and used by CFA,

C, Termination

36, It is to be understood that Sponsor reserves the right to direct
the liquiration of any part or the whole of CFAs activities at any time.
Any such liquioation necessarily must proceed in an orderly manner.

SECRET
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39, The unexpended funds on hand after liquidation of CFAs affairs
shall be distributed in accordance with its by-laws on a preiata basis. A
charitable organisation designated by Sponsor to receive such portion of
the funds available for distribution as the total of its contribution to
CFA bears to total contributions to CFA from all sources. This provision
is subject to the right of the donors of limited or restricted gifts for
special projects to a return of the unexpended portion of their funds as re-
quired by the terms of their grants. In any liquidation, applicable state
law shall be observed,

D, Liaison Channels and Coordination

4°0 A point of liaison for the conduct of CFA affairs will be desig-
nated by Sponsor, Policy guidance will be furnished CFA by Sponsor from time
to time as required, Except in matters requiring action by the head of Sponsor
or his immediate deputies, such guidance will be furnished by or through the
single central liaison office of Sponsor, Any matters which CFA desired to
bring to the attention of Sponsor may be referred through such liaison office,

41, There shall be the closest possible coordination and liaison con-
sistent with security, with the maintenance of proper cover for both Sponsor
and CFAs, and with the specified general objectives of CFA, between the
specified field representative of Sponsor, and the CFA representative in each
Asian country or agreed area. This coordination and liaison shall include
but not be limited to official approaches by CFA representatives to important
officers of foreign governments when these approaches affect the operations
of either Sponsor or CFA. The specified field representative of Sponsor shall
be informed promptly of the operations plan in his area for the coming fiscal
year as soon as this plan has been approved by Sponsor, and it shall be the
responsibility of Sponsor's home officer to see that such information is
promptly provided in each case. If upon receiving that informations, the
Sponsor specified field representative in that area has comments or suggestions,
they shall be promptly discussed with the CFA representative in the field,
If the Sponsor's home liaison officer fails to receive any objections from
the Sponsor specified field representative within one month after receipt of
the operations plan, it will be interpreted as meaning that the Sponsor repre-
sentative has no objections,

420 The CFA representative in each country or area shall regularly
Worm the Sponsor representative in that courtry or area of any changes in
the plan of operations, additions to it, and any important details regarding
their execution. The Sponsor representative shall in turn regularly inform
the CFA representative of (a) activities of himself and his associates,
knowledge of which is relevant to the interest of CFA within the bounds of
full security,and (b) any suggestions or objections which he may have to offer
regarding proposed CFA operations,
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4:L In the event of disagreement on matter° of fundamental and basic
importance between the Sponsor representative and the CFA representative in
the field, Sponsor representative may instruct the CFA representative to vuz-
pead the proposed action until each has reported the case to his respective
head office (in the East and San Francisco) for resolution°

E, Stamps

4h. Sponsor may from time to time conduct such surveys of the organi-
zational structuree pereonnel policies, employment procedures and standards
of Employee benefits, procurement and electronic communications program,
fiscal activities, and seenrity policies as it shall see fit. Based thereon
Spenser may require any modifications deemed necessary or desirable after full
consultation with the Executive Committee.

IV. atarnica
45. CTA and Sponsor will at all times take all practical precautions

ageinst compromising the relationship between CFA and Sponsor. This infer
mtion in and of itself is recognized as classified information.

460 The recruitment of all personnel for CFA either by CFA or .Sponsor
shall be conducted in n manner no ea not to disclose Sponsor o o interest.
The officers of CFA and other employees whose duties require or presome a
knewIedee of the fact that CFA is a sponsored Organization and that appropriated
funds ere being utilleed for the operation of this organization shall require
sy Security Clearance from Sponsor in advance of their employment and in ad-
vance of their acquisieion of this information. For coneenience„ this grow?
wiU be referred to in communications and otherwise as Category 1, Each
peeson who has the above, knowledge or who will have access to this knowledge
meat execute a secrecy agreement, which should be filed with Sponsor.

47e The remaining officers and employees of CFA, direct or indirect;
who specifically are not authorized to have knowledge of sponsorship;
financial support or interest and whose duties are such that they are aot
anely to obtain such information, may be employed without prior security
apprewel ef Snonsor. .However„ prior to the employment of individualErin this
lees seneitive category, an advance 2h hour check will be made by CFA with
53poneoe to determine whether any information exists which, in the opinion of
Spenser . , vould preclude the employment of the individual concerned. Suttee-
enent ee this check and after employment by CFA, a Personal History Statemect
fty[.1 cOoptoe for this purpose will be completed and submitted to Sponsor Poo

h 15:citae security check as Sponsor Nay doom appropriate, For scarognienee,
pu?soes felling into thin latter category will be referred to in pubsequent
cflanicuileas ae .Category EL It is uederstoad that the beaic seana
rebponcibility for initial aud centinuig security of employees falling uinia
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Category II, shall be that of CFA. For special procedures for hiring local
Asians see paragraph 55,

48. Continuing security clearance by Sponsor is a prerequisite to
the employment by CFA of all personnel in Category I. Sponsor shall have
the right for security reasons only to disapprove the employment or con-
tinued employment or other use of personnel in Category I. or II.

490 An officer of CFA, who has been granted a covert security
clearance, should be designated as security officer of CFA to be responsible
for the implementation and continuation of the security requirements for
the operation. This officer shall be approved and indoctrinated in these
requirements by Sponsor and within CFA shall be vested with the necessary
authority to carry out his responsibilities.

50, Sponsor will communicate to CFA its decision as to security
clearance for employment in each case involving an individual falling into
Category I. Sponsor in addition will furnish any pertinent personnel in-
formation developed by the investigation for the guidance of CFA.

51. CFA shall make no appeals to agencies of the U. S. Government
concerning the status or entry of aliens associated with or employed by
CFA except in coordination with Sponsor. At its discretion, Sponsor shall
be the exclusive channel for placement of such appeals.

52. All communications between Sponsor and CFA are to be undertaken
within channels of communication approved by Sponsor. Communications of
security interest between CFA representatives in the field directly and CFA
headquarters will be transmitted through covert channels approved by Sponsor.
All matters which do not involve any security interest will be transmitted
from the CFA field representative to CFA headquarters through open mail and
cable charnels, CFA has an obligation to insure that no matters of security
interest are included in open mail and cable channels. These communication
procedures will be subject to periodic check by appropriate security officials
to be certain that adequate security practices are observed,

53 Q While all practical efforts shall be taken to ensure non-compromise
of information indicating Sponsor interest in CFA, it will be necessary to
provide to CFA some classified materials not higher than secret for policy
guidance or otherwise, which material is not considered practical to sterilise.
This requires, therefore, that adequate internal safeguards be maintained
to handle and protect this material. Prior to transmitting it to CFA, it
will be screened by Sponsor, and it should be made available by CFA only
to consult with Sponsor for security advice in establishing measures to
protect from compromise and disclosure any classified materials received

5b Special security measures which may be deemed necessary to support
the continuing functions of CFA will be devised by Sponsor in cooperation
with CFA, and shall be implemented by the latter.

SECRET
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551 Prior to hiring a local Asian, CFA will consult the Sponsor,o
local station chief. It will be implicit in this consultation that (A)
there in no CE information precluding employment; (B) there is no other
oecurity interest which in the view of the station chief precluden CFA
employment. It should be understood that in these consultations ths
responsibility of the Sponsoes station chief is to approve on a security
basic and advise on other matters. (It is understood there may be cases in
which by a mutual agreement both CFA and Sponsor are utilizing the same
peracn.)

56. Prior to hiring a local Asian, the CFA representative will make
a security check with his local sources, tncluding as a general rule the
local U. S. Embassy.

57. The CFA representative is authorized to hire upon completion of
the above two procedures.

930 Simultaneously with hiring a local Asian -- if poesible, in ad-
vance of Local hiring -- the CFA representative will forward such infor-
mation as he has secured locally to CFA o s head office via suitable channels.
Spencer will then conduct appropriate additional checks including its in=
dicer checks and CE files.

590 The CFA representative will enter into employment agreements only
on a sufficiently flexible basis e0 as to permit dismissal of the empleyes
on proper directive. The CFA representative will at no time indicate
:security factors as grounds for dismissal.

600 Whenever a CFA representative, in the course of local investigation
through sources other than Sponsor% uncovers derogatory information COE.=
eernimg a prospective employee determining against employment, he will re-
port such information to the Sponsor for introduction into Sponsor o s record°.

61c In any case where there may be any question as to the security or
other suitability of any Asiatic or other nor-U.S, citizen, continued em-
ployment in the field will be uoderstood to be contingent upon subsequent
offirmative approval by Sponsor.

62. Integral activities of CFA conducted under other corporate or OTo
Eanirmtional form shall be subject to the provisions herein unless specifically
excluled by Sponsor.
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