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I. Inteeductien

ot e

Lo 1% is belisved essentisl to clerify end reslata the general
wiviples poverning relationships between the Committes for & Free
i CTRY and Sponsew. The moral responsidilities and ebligations of
wirly muat be well defined and cempletely understocd.

2. At the oviset, At must bs recognized that Sponscr has responsi-
Siien wad cbligations which transeend those inberemt im the usuval private
2 srivate setivities, It i3, therefore, primarily responsible ts
vor thad CFRYs progeamy end ebjectives are in corsomance with foreipn

‘:';a*%ﬁ relleyr aimz, Moresver, Sponsor, in carrying cut its assigned

L3 depspdent vpon end respsnsible fopr appropristed funds. Spongos,
2, muet reasonebly conform with the legel and procedural standar
- 1%, ‘thssa include the lsgal and moral respensibility for the
Bl ¢fJunﬁgmvxa of ibte appropriated {wnds, the sutmission of sound bu

8 pae ”G%A&S@!ng fopds for the aeﬁ@mp]ﬁshmen& of its mission; c
wopeipal of ell its activitles during the fiscal year in temms.
ions smd results, and positive responsibility and zcecountabild
sparations whieh i1t sponsors or otherwiss direets.

. In earyyisng out its assignsd mission, Sponsor has wilfully amnd
v wdected o delegatie s porticn eof its basic authorify to obligati
d appropriated funds to & separets legal entity, cweeated by Sporseoy
B0 Ioaman ﬁﬂs*“mwﬂﬂt and progFletary echtivity. In 20 doing Sponsor wme =
. Juxibility and s able to onlist the services and experiines
’,M44 whose talonta would otherwise be denied to Sponsop.

BRansor prepeses t@ veat and hss vested certain of these cltizens
ricl suthuerity end responsibility. It is important to recogmize
thiat Soousor canrod and does mot imtend t¢ abrogats all poliesy
e, E&y%ﬁ?id& Nﬂd P‘Bﬁ@ﬂﬂibility te CFA. Im zecepting Spomgoris Turds,

Vg ) x

vrauem th@ Ex@@utiva C@mmitt@@ of CFA with managerial auwtherity

neibdllty fop ths operaiion of CFA, subject 4o poliey guidamce ard
wf esevabing progrens snd finamclial fuadg therafor and o other

?0 hava & 3 thoir ﬂ@?vjaeﬂ, Wﬁpmtati@mg amd

. Az d sy nnd of Tlcars ef OFA they are
adweting tha epsratlons of CFA in 4 repuitable aad

to the puyrposes snd limitations preseribed by

ztsbliehad tn thle decwnsnt. IV 1 pecognized
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that the preservation of the personal integrity of these individuslas in-
volves the broad exercise of their judgment and the unfettered utilization
of thelr experience and talents. Accordingly, within the framework hereof,

i 1s contemplated that normal executive authorities will be excroised by
these officials. |

6. In recognition of the foregoing, and the conplexities, 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 understending
8o arrived at be implemented by effective working procedures, consistent -i1th
the nature and purpose of, and in order to effectuate, such understandings.
To this end the following mrinciples and procedures are set forth.

IX. Budget and Fiscal

A. Program Presentation

7. CFA shall submit annually on or before May 1 2 comnrehensive program
for the fiscal year beginning on 1 July broken down by divisions of GFA. 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 shell
include data adequate for Sponsor to pass judgment on the proposed program
and should include but not be limited to persomnnel and logistical requirements.
Provision shall be mede for contingencies to enable CFA to take advantage of
situations not foreseen when the program vas prepared.

8. Sponsor shall promptly review this program for consistency with
forelgn and domestic policies and for consistemcy with 1ts own mission.
Sponsor reserves the right to anprove,; modify or require absndonmont, or
change in emphasis any of the existing or proposed programs. Only those
activities provided for and approcved in the program shall be undertaken by
CFA. Proposed departures from this program shall be presented to Sponsor for
its consideration when necessary. Such presontation shall include not only new
activities as are reasonably sipnificant either in their policy or financial
implications,

9. Sponsor shall provide CFA with policy guldance on a continuous
basis, and CFA shall carry out its program in accordance with such policy.
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0.  Speheor's approval of the program and the financlial bwdget sube
m,tt@r therey, th st all suthorize CFA T0 FROeceed in the execution ef the ap-
ol wmgran subject only to such conditiens as may be expressly imposed
in. such epproval and to the terms and conditiens hereef, -

11. CFA shall supply sueh menthly progress and perfomance reperts as
¥1.11 pernit Sponsor to svelvate adaguately the accomplishments of CFA and
s garge its effectivencss in the fulfillment of iis sssigned program.

B. Budget Presentsation

12, CFA shall submit annually on or bsfora May 1 & fimanclial butiged

{ sogsther with & comprehensive progrem) for the coming yeer, eand a gomeral
eotéinnte of budgetary roquirements for the succesding yeer, cach broken dewn
trr rdvislong of CFA betwecn opereting cxponses and cepltall asset reguirs-
nants.  The annual “udget should be broksn dewn with quarterly phasing as
supplemental information. The budgetary regquirements so submitted shell, of
couree, be planned with reasonsble thoroughnhess end accuracy. A detalled
snalysis of the ebjective caztogorles of expense or the major items of con-
gnruction or purchese of capital assets shall be sulmitted together with and
in surzport of the buwdget. '

13, The budget prosentation shall be accumpaniad by a message explains
ing the ectivities and functions of each division. In additiom, major changes
in budgatary requirsments from prior periods and significani mew proposals -
should te explained. Lastly, each major or significant item im the capital
poogram should be explained in terma of the operating nesd or ebjectiva.

3. The Sponsor shall have the right to establish dudgetary limitations
for esch of tha major progzrams oy sctivities contemplated in the budget or
o preseribe spscific stipulations in regard to single activities contemplated
17 deesmed werpanted by spacizl cirewmstances.

5. Budgetary planninz shall inelwde only the astimated amount of ex-
pendi tures apd actual contractual obligations to be imcwrred during the fiseal
yoar, The uncblipsied portion of the budget sllocated by Sponsor for the
activities of CFA remaining at tha end of the fisesl year shall expire.
Epecifios budgeted and approved capital aeset requirements for which ectuel
purchsse or ebligation was not eéccomplished, shell be rebudgeted in the folleow-
ing ficcel year to the oxtent the items may still be regqulred,

15, In the ovent certalin plemnod sctivities are too provisioral to per-
st detnilod budgetary planmwz or poslitive budgetary determinetion, provizicn
arould nevartholese be nade in the budget wlth epprepriate notation. At the

drerredon of Sponger, furde from its opprogriation will te cammarksd fer the
3)?1:5.»;1»53:- 2 requodted, bub an actual allolnent of funds may be withheld pending
Tl covslapmant of the prepesal smd thie conclusive plaming of rezlistic

mrdyaiwry reguirements.
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i7. It shell be upderstecd that the eppreved budget alleiments nade
by Spoasor are related to the purpoeses or activities disclosed in the de-
telled budgstary prosentation., New activities of significent importance
act centenplated in the budgetary presentation shell raquire the submission
of & budget emsndment even though the previously approved budget may be ado-
quote @ provide the funds required for the new activity,

33, The expenditure or cbligstion of funds for activities mot con-
templeied in the budget and for which fumds have not been allotted to CFA
by Sponsor is prohibited excapting as is provided for in the proviesion of
& contingsncy fund as provided belew,

19. Requested revisloms of the budget shall be submitted quarterly
bed mey also be sulmiticd st sny time that proposed new activities or un~
ferecesn circunstances require a significent chenge in the spproved budget.
Svpper ing dudgetary detall, sn explanation will bs reguired to ths degree
warranlked by ¢he magnitude amd significance of the requested revision,

22, Spemsor shall give prompt cemsideration to all budget submissions
. &nd shall formally notify CFA of its doterminations, and shall clearly in-

dicatoc any specisl limitations or stipulatioms conditiopal to its approved
allotmanta. : _

G- Ceutingeney Fumd

21, A contimgency fumd in & rasasonzble amount shall bs provided aa an
integral part of the budget. The purpcse of this fund is to ensure that the
butdgetary linitations preseribsd by Sponsor may not become a teechnieal gb-
etruction to the full exploitation of wnanticipatsd opportunities or require
nunerens minor revislons of thas established budgetary limitstions, The cou-
tingensy fwad thus may te used at the complete discretion of CFA to exceed
any of the bedpatary limitations prescribed by Sponsor. In addition, it moy
be wand without prdor epproval on & practlcel or emergency basis to implement
ary ney actlvity not contemplsted im the approved budgst. Amounts of the con-
tlngensy Tund s0 uwsed, hovever, will be reimbursed only upon submission and
approval of e requast for a budget revision with erpleopation of the transfers
from the contingeney fumd. Itams not approved will not be restorzd to the
continzensy fund,

P. Recserve Pr@visi@q

e T v ey s =

22, In addlticon o widervriting tho eperating programs and capiial
esz@% rogulrencate of CFA, Snovsor agroes to provids and to permit the re=
taavien by CFA of s liguid-agset reserve fund, Sporsor will therefore moke
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sdditinonal prevision from ita anproprlation, as necessary, to ensurs the
availasility of funds te CFA to malntain this reserve fumd &t a&n appropriate
level. The reserve fund chall be invested entirely in U. S. Governmant obe
lipations of a readily convertible and shopi-~-ierm variety,

23, The principle of the recerve fund 1s that CFA may have on hand at
all times sufficient net availsble current mssets to provide for all esctuel
or condingent liabilities which would exist in the event unforeseen circumstances
nocessitated the abrupt termination of Spomsor’s underwriting of the CFA pro-
geam, To provide the funds which may be necessary to creats apd maintain
“ha reserve fund assets at the proper laswsl, the allctment of funda by Sponsoy
te CFA ahall be increased or decrzased at guarterly intexvals to the extent
that not availeble liquid assets may ba leoss or more than the resorvre fund
requircments. ‘

Zito Actual or contingent liabilitiea provided for in this reserve in-
clude the following:

2. The general liquidation costs which would be incurred by

UPA if liquidation becoame neceszary at any time without further

funds from Sponsor or other sourceg. The liquidation prineipal

it ostimating such ccsts shell be thai of & complete, orderly and
. solvent liguidation with coomomical disposition of all properties
. and the negotieted conclusion ef all contractusl commitments.

Iiluatrative of such costs are teminal pay for employees, roturn

transporbatien of American smployess %o the U. S,, and the general

overhesd costs of an efficient conclusion of CrA affairs.

b. The total of the unliquidatsd balances of all zugstand-
ing contrectuwal eommitments. These will consist largely of con-
etrugtion and procurensnt contracts in connection with the capital
augat program,

¢, Outstanding non-capital asset contractual ebligations ex-
ciuding any portion applicable to the current fiscal year. These
will eonsist largely of term contracts for the rantal of proper-
ties or for services.

d. A provision of one moatn's vorking cspltal requirements
for both damestic and fovelizn operatlions.

2%,  CFA will requisition funds queriterly from Sponscr ox an ag-needed
banis vp Lo the tatal amount of $he actnal allotment provided by Sponsor.,
CFy will be notified at all timos as to the emount of this allotment. The
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alletwent will not include items wequusted in the budget presontation which
have been rejected or suspendod pending the submission of additional infor-
mation or the development of more corirete plans and requirements.

Fo Auiit
26, CFA shall engage at its own uxpepsa the services of s firm of Cer-
tifisd Public Accountants, approved by Sponsor, for the annual auvdit of its

financial operetions. Sponsor shall also heve the right to cenduct oy direct
such supplemental audits as it may dece necessary.

G. Fiﬁanciul Reporting

29, CFA shall submit monthly firanslel reports reflsciing 115 operatioms,
and, in addition, a comparative, quarterly report of ihe approved budget end
actual expenditures. CFA shall also sutmit such other financial reports
refleciing its operations as Sponsor nay require.

H~ Spucisl Projocts

2. Sponsor may request from lime to time that CFA undertake to carry out
certain specisl activities im its bonalf, To the extent that such activitias
ava, i the opinion of the Executive Cormittee of CFA, compatible with the
purpescs of the organization and will no% jeoperdize its major activitieg or
reputaiion, CFA shall undertaoke thei, In thie cepecliy, Sponsor is an indg~
penden’; donci end shall asmme wespiisibility for making additional funds
availabla for the apacific activilyy, CFA need make wo budgetery provision
for sueh. notivitdes and nied recowr! for these funds to Spomsor only im ac-
cordance 11éh Whe agreed=upen teims of the spaclel grants,

I. Privals Comtributioms

2%, CFA will wndertske no pubiie solicitation of funds without prior
Sponeo: approval. CFA shall pol accept funds from private donore if cone
dition: erc attached thareto, withoiy prior Sponsor approvel for such aceepiancs,
CFA ma: ancept unsolicited funds but sueh funde shall be segreogated in a
seoara‘e bank account until their 4i.position is approved by Yponsor. A
aquarterly report of such receipis shall be submitted with whatever detall az te
thaiyr rouwrce mey be avallshle.

J. Fiseal Lisigon

L

3), The CFA comptriilor and o designated iisison officer of Spensor will
be ressenaible for the ranpletemess and suthenticity of gll fiscal metters for
each pirtyn 1t shell v th2 duty of the Sponscr llaiscn offiter to bs responsic
vle for insuring that rioper alletments are made and that the funds are aveilsable
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for transmission to CFA.

iII. General and Adninistrastive

A, Pergonnal

31. Sponsor will be consulted in advence concerning the election ox
appolntment of CFA committee members, directors or key officers.

32. A memorandum of understanding reflecting the individual's responsi-
bilities to Sponsor ehall be executed by each such peraon before assumption
of his position. Sponmor 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 appointment shall be made by CFA over objsctions of Spongor.

33. Sponsor shall indemnify the directors and of“icers af CrA against
any liability arising Zrom litigation resuliing from actions undertsken
with Sponsor approval, without negligence or malfeasance on thelr part.

A, A formula for overseas alluwWwances or other benefits shall be es-
tablished which in conjunction with basic salaries gshall be conaziatent with
standard business practices in the areas, giving due consideration to the
additional intangible rewards offered by private business such as but not
being limitad to nemsions, insurance, private commissary privileges, ete.

B. Construction and Yrocurement of Capital Assets

35, Adequate regords of property acquisition and disposition shall be
maintained by CFA.

36. A procurement officer or purchasing agent fecilities shall ba es-
tablished and meintained by CFA.

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

C. Temination

38. 1t is to be understood that Sponsor reserves the right to direct
the liquisation of any part or the whole of CFA's activities at any time.
Any such liguivation necessarily must proceed in an erderly manner.
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39. The unexpended funds on hand after liquidation of CFA's affairs
shall be distributed in accordance with its by-laws on a profata basls. A
charitable organization 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 & 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. Iiaison Channels and Coordination

40, A point of liaison for the conduct of CFA affairs will be desig-
nated by Svonsor. 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 guicance will be furnished by or through the
sinple central liaslson office of Sponsor. Any matters which CFA desired to
bring to the asttention of Sponsor may be referred through such liaison office-

kl. There shall be the closest possible coordination and llaison con-
sistent with security, with the maintenance of proper cover for both Sponsor
and CFA, and with the specified general objectives of CFA, between the
apecified field representative of Sponsor, and the CFA representative in each
Asian country or agreed area. This coordination and liaison shall irnclude
but not be limited to official approaches hy CFA representatives to important
officers of foreign govermments 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 scon &s this plam has been approved by Sponsor, and it shall be the
responsibllity of Sponsor's home officer to see that such information is
promptly provided in each case. If upon receiving that information, the
Sponsor specified field representative in that area hag 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 apecified field representative within one month after receipt of
the operations plan, it will be 1ntarpreted as meaning that the Sponsor repro~
sentative has no objections.

2. The CFA representative in each country or area shall regularly
irform 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 4s 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 propesed CFA operaticns.
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L3. In the event of disegresment on natters of fundanental and dbesle
importancs bgtwesn the Sponsor representative and tho CFA representadive in
the fiasld, Sponsor represcntative may instruct the CFA represgentetive 10 sus~
pead the proposed actlon until each has reported the case to his respecitive
head offies {(in the East nnd San Franciseo) for resolution.

E. §EF” |

lik. Sponsor may from time to time conduct such surveys of the owgani-
zatlonal structure, peraonrel policlss, employment procedures and standards
of employoe benefits, procurement and electronic comnunications program,
fiscal mciivities, and suipurity pollclies ag it shzll see fit. Basaed therecn
Sponzor may require any modifications deemed nmecessary or desirable aftaer full
coasultation with the Exccutive Commities.

IV, Security Pollcies

b5, CFA and Sponsoyr will at all times take all practical preczuticns
againsi, compromising the relatlionship between CFA and Spensor. This infoy-
ms3ion in and of itself is rscognized as classified infermation.

b, The recruitment ef all personnel for CFA esither by CFA or Sponscr
shall ba conducted in » manner #mo as not %o disclose Sponsor?s interest.
Tha officors of CFA ani? other employess whoae dutics reguire ox presume a
knowledge of the fact that CFA ip & sponsored organization amnd thet oppropriated
funda are belpg utiliznd for the cparation of this organization shall require
e Security Clearance from Sponsory in advanea of thelir employment and in ad-
vaice of their acquisiclon of this information. For comvenience, thiz growp
will ba referved to irn eommunieations and otherwise as Category &, Each
pergon who has the &bove knowledge or who will have acceas to this knowledgs
muat exacute a secreqy agraement, which should be filed with Sponsor.

47. The remalning officers and employess of CFA, direct or indirec’,
who specifically are not authorized to have knowledge of sponsorship,
firancial support o intercst and whose duties are such that they are nod
1ikely to obtain such information, may bhe employed without pricr security
approvel of Snonsor. - Howsver, vrior to the employment of individuals in thig
lecs scnpiidve catepory, an advence 2h-hour check will be made by CFA with
Sponzoy o determine whether any information exists which, im the opinion of
Sponser, vould preclude the employment of the individual comcerned. Subne-~
guonf t2 this check and after empleyment by CFA; @& Personal Histery Statemsad
foom alspted for this purpese will be completed and submitted o Sponsor for
suoh Lindled seewelty cheek as Spomsor uay desm appropriale. For comveniense,
weosong felling Ante this latter catagory will be reflorwed to in subsesnont
eormundeatlons ap Category Ll. L% is uidersiood that the basic secwrily
rerponcibility for indtial and econtinulsng securlty of employees fallin: witizin
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Category II, shall be that of CFA. For special procedures for hiring local
Asians see paragrarh 55.

k8. 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 emplcyment or con~
tinued employment or other use of personnel in Category I. or I1I. .

k9. An officer of CFA, who has been granted a covert security
¢learance, should be designated as security officer of CFA to be responsible
for the implementation end 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 veated 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 caze involving an individual falling into
Category I. Sponsor in addition will furnish any pertinent personnel in-
formation developsed by the investigation for the guidance of CFA.

51. CFA shall make no appeals to apencies 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 axclusive channel for placement of such appesls,

52. Al) communications baiween Sponsor and CFA are to be undertaken
within channels of communication approved by Sponsor. Communications of
pecurity intereat between CFA representatives in the field dirsctly and CFA
headquarters will be transmitted through covert channels approved bty Sponsor.
All matters which do not involve any security interest will be transmitted
from the CFA fleld 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 charnnels. These communication
procedures will be subject to periodic check by appropriate security officials
to be certain that adequate security practices are observed.

53. While all practical efforts shall be taken to ensure non-compromise
of information indicating Spensor interest in CFA, it will ba necessary to
provide to CFA scme classified materials not higher than secret for policy
guidance or otherwise, which matsrial is not censidered practical to sterilise.
This requires, therefore, that adequate internal s&feguards be maintained
to handle end protect this material. Prior to transmitting it to CFA, it
will be screened by Sponsor, apd it should be made available by CFA only
to conpult with Sponsor for security advice in establishing measures to
protect from compromise and disclosure any c¢lassified materials received.-

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

SECRET
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55. Prior to hiring a lecal Asiasn, CFA will consult the Sponsor’s
local station ehief, It will be implicit in this comsultation that (&)
there ia no CE informetion precluding employment; (B) there is no etiher
mecurity intersast which in the view of the station chief precludes CFA
employment, It should be understood that in these consuitations ths
reaponsibility of the Spensor's station chief is to approve on a security
basis and advise on other matters. (It is undsrstood there may be cases in
which bg a mutual agreement both CFA and Spongor are uwtilizing the same
Beracn,

g8, Prior to hiring @& leoal Asian, the CFA representative will make
a security check with his local sources, including as a general rule the
local U, S, Embassy,

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

58, Simultaneously with hiring & loecal Asien -- if possible, in ad-
ranee of loeal hiring == the CFA representative will forward such infor-
maticn as he has secured logally to CFA’s head offiece wia suitable channcls.
Sponeor will then conduct appropriate additional checks including its in=
dices ehecks and CE files,

59. The CFA repraesentative will enter into employment agrosments ornly
on & sufficiently flexible basis 20 as to permit dismissal of the employea
on proper directive. The CFA representative will at no time indicata
security factors as grounds for dismisssl.

60, Whenever a CFA representativa, im the ecursa of local irvestdgetion
bLhirough sources other than Spensor'e, uncovere dercgatory informeticn con-
cerning & prospective employee determining against employment, he wili po-
port such information to the Spomsor for intreduction into Sponsor's recerd:,

1. Im any case where there may be any dGuestion ag o the security ow
other svitability of any Asiatle or othar mor-U.S. citizen, continued enm-
ployment in the field will be understood to be contingent upon subsequent
uffirmative aoproval by Spensor.

_ 62. Integral sctivities of CFA conducted under other corperate of or-
ganizational form shall be subject o the provisions herein unless specifically

cxeludad by Sponsor.

[ I I
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