MEMORANDUM FOR: Director of Central Intelligence

VIA: Deputy Director for Plans
Executive Director/Comptroller

SUBJECT: Liquidation of CA Staff Proprietary Project
DTPILLAR

1. This memorandum contains in Paragraph 3 a recommen-
dation for approval by the Director of Central Intelligence.

2. Background

a. Pursuant to the recommendations of the Katzen-
bach Committee, as approved by the President of the United
States, covert support of the DIPILLAR instrumentality
(hereinafter called the Foundation) will be terminated as
soon as practicable. The 303 Committee, at a meeting on
27 May 1967, agreed that overt U. S, Government support
should be provided to help sustain the Foundation in the
future, and approved a terminal Agency grant of .
to be funded throw~» ~~vert channels. This amount, together
with an estimated(:,, . 3 in savings and reserve funds
available to the Foundation at the end of its current fiscal
year, 31 July 1967, will provide funds for FY 1968 expendi=-
tures without a prejudicial curtailment of activities, and
should allow a substantial carryover into FY 1969,

b. Since no alternate sponsorship is available,
the Trustees of the Foundation will assume full ownership
and responsibility upon disassociation with the Agency. The
Board of Trustees has assured the Agency that the Foundation
will continue its present policies and areas of interest and
its normal functions and procedures. The Agency has recom-
mended that the Foundation reduce overhead and program costs
as soon as possible to a level which is more commensurate
with the anticipated levels of support from other foundations,
overt government grants and contracts, channels to be
developed by the Rusk Committee, and donations from private
individuals and corporations.

¢c. A Liquidation Plan, concurred in by interested
Agency components, is attached.
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6. All liabilities of the Foundation, including
legal, moral, and contingent liabilities and commitments,
shall become the full responsibility of the Board of Trustees
as of 31 July 1967,

7. Upon passing of terminal funds as outlined above,
an agreement will be obtained from the key members of the
Board of Trustees and Foundation officers, whereby they
accept full title and possession of the Foundation's assets
and assume full responsibility for its liabilities and
operation. '

IV. Changes

8. There will be no change in the legal status of
the Foundation as a result of the termination of covert
interest. The Foundation was incorporated under the Cali-
fornia Nonprofit Corporation Law and has perpetual existence
unless and until it is dissolved by the members. Any future
changes, as well as any negotiation with governing bodies,
will be the responsibility of the Foundation without any
assistance or restriction by the Agency.

9. No change is anticipated in the Foundation's
policies or areas of interest, The only change foreseen in
functions and procedures is an orderly reduction of opera-
tions to adjust to an expected lower level of income.

10. The absence of headquarters guidance, security
traces, assembly of information, review of parallel actions,
establishment of priorities, etc., as well as the lack of
field station support, certainly will affect the Foundation's
day-to-day capability to provide support for U. S. Government
policies in Asia., However, the experience of the Foundation
and the character and quality of its personnel, particularly
its field representatives, who will all have varying degrees
of natural access to U, S, officials qualified to advise on
broad national interests, will tend to reduce the effects of
disengagement. Foundation management will also have access
to U. S. policy guidance through the designated liaison
officer in the Department of State,.

V. Disposition of Personnel

11, The only Agency employee in the project is (:
CL ] a staff agent, who is the Foundation field repre=
sentative in Vietnam. He will remain in his position until
a satisfactory non-Agency replacement, now planned by Septem-
ber 1967, can be made in order to avoid the security risks
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which may be involved in an earlier dismissal or resignation,
After that he will be given an assignment which will not
compromise the Foundation. His cover salary and other

costs after 31 July 1967 will not be reimbursed to the Founda-
tion. Contracts and arrangements with all other personnel
will be the responsibility of the Board of Trustees.

VI. Accounting and Writeoff of Balance

12, The Foundation will continue to submit to the
Agency copies of its monthly financial statements through
July 1967, the end of its current fiscal year, These will be
processed in the normal manner. After that, no Foundation
report to the Agency will be required.

13, The Office of Finance is authorized to write off
the balance in the DTPILLAR investment account after the
processing of the July 1967 financial statement submitted by
the Project, plus any part of the 8,5 million terminal funding
which has not yet been recorded in the investment account
at that time., It is estimated _ihat tha ¥atal amount for

writeoff will be approximateLvC- . P, consisting of
) terminal grant, ${_ f;]revolving fund,
_J liquidation fund francmitTed in April 1967,

< . Jother funds, and(:_ . t]anticipated savings on the
current year budget. Memorandum-record assets already
written off are onerational investments in Asia in the

anount of (amount recoverable in cash, neglicihla)
and capital expenditures for equivment at a cost of

(present sale value estimated atc;

VII. Audit

14, The audit for the fiscal year ending 31 July 1967
will be conducted by cleared and witting members of Peat,
Marwick, Mitchell & Co. Copies of the audit report will be
made available to the Agency. In subsequent years the Agency
will have no jurisdiction over the audit, and no further
security clearances will be obtained for this purpose.
However, the President of the Foundation has agreed to request
a cleared and witting auditor from Peat, Marwick, Mitchell &
Co., at least for the San Francisco office, for FY 1968 and
for as long after that as practicable.

VIII, Disposition of Records

15, Overt files will continue under the Foundation's
present records management system. The Foundation maintains
a secure file of correspondence and documents executed in

seudonym., This file will be made available to a representa-
give of the CA Staff to determine its disposition.
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IX., U. S. Government Liaison after Agency Disassociation

16, The 303 Committee has agreed to designate
an officer in the Department of State to act as liaison with
the Foundation on matters of national interest and as coordina-
tor for negotiations between the Govermment and the Founda-
tion on matters of overt support. For as long as is reqguired
the CA Staff will make available to the Department representa-
tive an Agency officer who is knowledgeable of the project
and Foundation affairs.

X. Project Amendment or Renewal

17. This Liquidation Plan and the approved memorandum
to which it is attached shall serve as a project amendment
{(or renewal) and termination for the authorization of the
terminal funding covered in Paragraph 3.

XI. Security

18, All witting Foundation employees will be afforded an
appropriate debriefing regarding their responsibilities in protecting
sensitive information concerning the Agency - Foundation relationship
against disclosure to unauthorized persons.
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vun i Adldid FORE Exacutive Director-Couptroller

v tirusCT S Terwination of The Asia Foundeltion Pro.ect

i, The Bpeciel Group come t2 the followling decisions recenily regarding
Wnw Aske Foundation.

o. CIA should terminate its relatiomship with the Frundation
08 8.1 a3 p vaible.

b. Klslae Depoertoent should asquie the respousibility for
liels u with the Frundation end for development of vvert asupp.rt
to tne Mowrdistion elter FY 1566,

c. CIA shuuld continue to provide covert finsanclel supprt (o
the Fowvletion for FY L1403,

2, Tao ten v of the Opecinl Groap discusslon makes Lt apparent Ll
Cia supp rt in L.U3 is Lo be c.nslderod a teralnel paymont to the Fownvisviun,
Looke wanr Lo supp rt the foundatlon throwh witatevar interlon perlua is '
nocesnery Lo eabablliah odoquete ovort funding tiwough privete and govern-
wrubol B owceces, In this aense, thesae fwwla are no longer Lo be evnsiuvred
w4 anckad Lo the execublon of & particular progren during 19640,

3. The declgion of the Speciol Gr up 18 in eunplete accurd with the
aolley stntewent recunsonded by thae Ketzenbach Conmittee end put in force
Ly tho Presldent., The spirit of the polley requires the termlnatl n of
covert funding of The Asle Foundatlion as quickly eg possible. Under the
eevmp of gpeelsl Group deeclgdon, funds to suppert the Foundabi.on through
¥Y 1468 gould be avved Lo the Foundation in FY 1967 thereby providing en
st lumedlate end Lo cur legol releticnship with the Poundetion. This
would require the full wing

o, A repsrve relepsss of | Jt" be parsed tu tha
Foundetion es a terninal grent,

b. DNotlee to the Congress that under 8pecinl Groap guldance,
the Apency intends Lo take thla step unlesa there Is some B ection,
This nvtlce should offer & reduction of C 7 in the 120U




ecatinste 0w betore the Conjtess and should indicete the reductiron in
vig roecorve reculting frowm this ecticn,

<. A Leradnnvion or Uquldatlon plan should be prepared wiich
conbi s Lo usark lepsl requirenents ending CIA respuomslibilities
Jor T cwoimnt oo Liavilities, oautherizing the write-off of Agoency
agoswn, puvie izing erenduent of Lhe progeet for the (;. .eradnotion
irant eni describling whatever new covert funding sethods will Le used
L) pesa the goand funda.

h. Tuoe propussel to seek a reserve relense in order to teruinate our
rejotlonaidp witu the Foundetion has advantegea to the Govermment, the
£y, snd Lhe Foundaticn. The quicker terminatlon tekes place, the qulicker
Lne risk of the Msclusure of the contlnulng relationghip is reduweed, The
guicier teomdnation taces place, the qulcker the Foundation can pursua lte
veat for private finenclng, divested from CIA, with guod conaclence and
B0l -BE8UrANCH,

5. A0 albernnlive is to awalt FY 1960 and stteapt to pess funds %o
cug Fouavdation thein. Thie wmay require the saswption o Congreaslional
ropropriation of theae funds in lleu of waltiug fur the ectual appropria-
« vie IrC we do walt actual sppropriation, ithe eutire process of terwinaticn
e requlre an additlonal elx penths of continued asaceiation whlich le both
wocurdty risk end n doterront to the fund rolalng efforts of the Fowulati-n.

6. In adiltion to the dissdventages of walting, we belleve it would be
tn2 DL velog's Interests to be nble to duneotrate to the Congrecs thail
o Apeney s takdng actlon to Jdisnsgociale from domestic orgonisatlons and

Lt such cosusorelation will resalt in future dollar savings., My recorveendas

i waat wa peor. b regerve relefige will provide the Director an cpporiunity,
«oodrenut U Lho Budpet approvel, to gugpest to the Conygrenslonol Comuittee

¢ . i ln welca they cen reduca the Agency's budgeb for FY 1008 aid pruvidae

C rrautee weobors with concrele mmwsaniticn Lo support the position that the

Aoy hes beon ascrubbed and thot the Comiadttee has teken stepa to withhold

s, An poart end where reasoneble, for those thinga which the Katzenbuch

vooup ddentliled as progeets the CIA should net fund after Deccuver 1467,

T« With your epprovel, I would propose to discuss this netter formally
witln the Buroau of the Budget. Unless sorious reservations are raised in
that corner, I would then recorsiend that the Director diacuss the mattar with
the Chalrwen of cur Congressional Comulittees, and eesuning satisfectory
renctivn thereivun muthorize en lusediste reserve relemse request of $8.5
willion for the purpose.

John M, Clarke
Director of Planning,
Prograoning, and Budgeting

APPROVED
C TTtive girector-Cunptroller Data
. - D/PrB o : ' )
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LIQUIDATION PLAN for
CA Staff Proprietary Project
DTPILLAR

I. Identification J&

1., Project DIPILLAR was initiated in April 1951 to
aid in the creation of private action institutions and groups
in Asia which would provide expanding opportunities for
Asian< and thus counteract the appeal of Communism. Since
1951 J has heen nhliagated for this project.

FY 1967 approval was C, ., ]

2. The instrumentality is a non-profit, tax-exempt
foundation based in San Francisco, with a small office in
New York and resident offices in fourteen Asian countries,
where it has won widespread recognition, acceptance, and
respect. It is run by a Board of Trustees and elected offi-
cers who take an active interest in its affairs.

II. Terminal Funding

3. In accordance with the 303 Committee's recommen-
dation of a terminal Agency grant of , this amount
will be requested from the Agency's reserve f contingencies,
or otherwise made available, and will be passed as soon as
securely feasible in order to close out the funding channels
and to permit a timely and complete disassociation of the
Agency from the Foundation. It will be transmitted to the
Foundation, in coordination with Monetary Division and Central
Cover Staff, with 31 July 1967 as a target date for completion.

4, After completion of the terminal funding, the
Trustees and officers will be in a position to deny cate-
gorically that the Foundation is continuing to receive
covert support, falling back on their 21 March published
statement that they have in the past accepted an unstated
amount of funds from organizations identified as Agency
conduits.

IITI. Transfer of Ownership

5, All assets of the Foundation will be turned over
to the Board of Trustees as of 31 July 1967, plus any part of
the terminal funding not received at that time. There will
be no further accountability to the Agency.
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3. Recommendation

It is recommended that the Director of Central
Intelligence approve:

a. A terminal grant of(l ‘;]to DTPILLAR,

b. The transfer as of 31 July 1967 of all
Foundation assets, liabilities, and functions
to the Beard of Trustees of the Foundation,
and :

c. The writeoff of the terminal grant ((;_ __;]
as well as the outstanding balance in the
Agency's DIPILLAR investment account (an
estimated additiona after the
processing of the Fouiddaticon's July 1967
financial statement.
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Attachment:
Liguidation Plan



LIQUIDATION PLAN
CA Staff Proprietary Project
DTPILLAR
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MEMORANDUM FOR: Director of Central Intelligence

VIA: Deputy Director for Plans
Executive Director/Comptroller

SUBJECT: Liquidation of CA Staff Proprietary Project
DIPILLAR

CONCUR:

V% JUN 957

B oiensotpan, ETurb]
puty Diréctor for Suppor
@l;j 3 JUN
cc. \ 1 3 JUN 1967

enera unse

20 JUN 967

Executive Director/Comptroller

Tt

The Recommendation contained
in paragraph 3 is approved:

. Conan /’5/ A 8/€pf7ut7vu~jg:rniecfor of Central Intelligence

20 JUN 567

Larrnn /wvxjf" /Q}dLuu4a—

Date



