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V. EXISTING LEGAL RESTRAINTS AND POWERS \\\\“'M}*
OF USG TO CONTROL FOREIGN INVESTMENT

The purpose of this section of the study is to outline
key laws and regulations (1) restricting foreign investment
in the US or (2) controlling or regulating the conduct of
foreign controlled business activity in the US. The section
attempts to do this by summarizing the laws and regulations
applicable to certain critical or sensitive sectors of the US
economy.

General: In reviewing this section, the reader should keep in
mind that, in addition to specific legislation dealing with
foreign investors, every foreign investment is subject to

. the same laws and regulatory constraints which control US

business (e.g. SEC, antitrust, labor and immigration laws).

It is this factor -- i.e. complex and pervasive general laws
to ensure that all economic activity is conducted in our national
interest -- that provides us with the most protection against

potential misuse of control by foreign investors.

Without a specific case in mind, it is impossible to say
precisely how a foreign investor will be regulated and what
laws will apply to him. What one can say is that =-- given these
general laws which are supplemented by various laws dealing
specifically with foreign investment «- there is minimal danger
that a foreign investor can use his investment in a way severely
detrimental to the US national interest,

A.  National Defense -

1. Any activity involving classified contracts -- Under its
Industrial Security Regulations the Defense Department
may deny security clearances required to do classified
work for the USG to any firm under "foreign ownership,
control or influence." (Over 6% foreign equlty
‘ownership establishes a presumptlon of foreign control).
The regulations do not directly prevent foreign owner-
ship of producers of defense items but only provide
protection against foreign access to classified
information that could be gained by a company contracting
with USG. However, they do act as an indirect pro-
hibition on foreign acquisition of any firm that does
classified work with USG in that such acquisition could
cause the firm to lose its classified government business.




‘contracts and (2) allocate materials and facilities

ST —

o ?\ ¥ . v ;9"'%.
=2= = >
= BRI
o -
@ s
Armament Export Controls =-- The Mutual Security Act of

1954 authorizes the President to control the import
and export of arms and technical data related thereto.
He has delegated his powers to the State Department
which administers the International Traffic in Arms
Regulations. The regulations require registration of

- arms manufacturers, exporters and importers and should

effectively prevent the unwanted export by a foreign
controlled corporation of arms or technical data
related to arms manufacture.

Defense Procurement -- There is no general limitation

of foreign ownership in connection with government supply
contracts. A number of federal statutes do require

that government agencies purchase only items produced

in the US but nonerestrict procurement from a foreign
controlled US corporation producing in the US.

However, there may be major restrictions in connection
with contracts for specific goods. For example 10 USC
2272 (f) provides that no contract for the procurement

of new designs of aircraft, aircraft parts or aeronautical
accessories may be awarded to a firm unless (1) 75%

of its stock is owned by US citizens and (2) all of

its directors are US citizens.

Emergency Powers -- (A) The Defense Production Act (which
terminated in 1972) gave the President powers to (1)
require the priority performance of defense related

necessary or appropriate for the national defense.

(B) Section 18 of the Selective Service Act provides
that under certain extreme circumstances (i,e. advice }
from National Security Resources Board and Congress
authorize materials exclusively for the use of the

armed forces), the President has power to place

priority orders and take possession of the facility if
they are not fulfilled. (C) The Trading with the Enemy
Act gives the President power -- during war or a
national emergency -- to regulate and control completely
any property in which any foreign country of a national
thereof has any interest,
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1. Atomic Energy -- The Atomic Energy Act prohibits

licenses for the operation of atomic energy utilization
or production facilities to be issued to aliens or
foreign owned or controlled corpcrations. There is no
similar prohibition for fabrication of fuel elements,
uranium mining or melting or activities involving
radioactive isotopes. However, all of these activities
are highly regulated by the AEC which can prohibit
activities in these areas which are "inimical to the
nation's welfare".

Hydroelectric Power -- Hydroelectric power sites on
navigable streams in the US may be developed only by

US citizens, associations of US citizens or domestically
owned corporations, There is no limit on the degree

of foreign ownership or control of the US corporation;
however, any company operating such a facility must

be licensed and regulated by the Federal Power Commission.

Mining and Drilling in the US -- There are certain
restrictions on foreign controlled corporations mining and
drilling for coal, gas, 0il etc on federally owned lands.

See C-2 below for details.

Regulation of Pipelines -- With respect to pipelines on
federal lands, foreidn controlled corpoations can own

an interest only if their home country grants reciprocal
rights to US companies. With respect to pipelines on -
non-federal land, foreign investors are not precluded
from ownership or control but are subject to ICC and

FPC regulation. ‘

Energy Export Controls -- The FPC regulates the export
of natural gas from the US and issues a permit only

if the export is in the national interest. 1In addition,
Section 25 of the Federal Energy Act requires FEA to
monitor exports of  other forms of energy -- specifically
coal, crude oil, residual oil or any refined petroleum
product,

C. Natural Resources

1,

Mineral Resources -- Under the Mineral Leasing Act of
1920, aliens cannot hold any interest in a pipeline or
a mineral, coal or oil shale lease on federal lands.

~ However, foreign controlled corporations may hold such
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interests if their country grants reciprocal rights to
US companies. There is, however, no prohibition on
foreign controlled corporation holding a lease to
(1) drill on the US outer continental shelf; (2) operate
under Geothermal Steam Act or (3) locate and mine
uranium under the Mining Law of 1972. Such corporations
would be subject to the term of these acts and to the

specific terms of the leases granted to them.

2. Fisheries -- Transfer of control of a foreign investor
of a US fishing company or a US shipyard engaged in
the construction, maintenance or repair of fishing vessels
must be approved by the Maritime Administration (MARAD)
with advice from the National Marine Fisheries Service.
There are also other minor restrictions =-- e.g. no fishing
by aliens in Alaskan waters (48 USC 243) and no alien
fishing vessels can land catch in the US (46 USC 251).

3. Land -- (a) Federal Land: The Alien Land Law of 1887
restricts alien ownership of federal public land to
(i) US citizens (ii) partnerships with all US citizens,
(iii) US controlled corporations and (iiii) foreign
controlled corporations if the foreign country concerned
grants reciprocal privileges to US citizens. (b) State
Land: A few states have restrictions on foreign ownership
of land under their jurisdiction.

Communications

The opportunity for foreign controlled corporations to
invest in the communications field (telephone, telegraph,
radio and/or tv) is sharply limited by the Federal
Communications Act which prohibits foreign owned or
controlled corporations from receiving a license to operate
an instrument for the transmission of communications. A
corporation is "foreign owned" if any officer or director is
foreign and if more than one fifth of its capital stock is
owned by foreign entities; and a corporation is "foreign
controlled" if it is directly or indirectly controlled by

a corporation with more than 25% foreign interests.

Publishing (including printing) and News Services

1. The Foreign Propaganda Dissemination Act (22 USC 611
et seq.) is designed to restrict foreign influence over
the contents and policies of the US news media and
requires any person acting as the "agent of a foreign
principal" to file a comprehensive registration state-
ment with the Attorney General.



F. Transportation

1. Aviation -- The only persons who may carry passengers
or cargo w}thln the US are (a) US citizens; (b) partner-
ships in which all partners are US citizens or (c) US
corporations in which at least the president and 2/3
of the board are US citizens and at least 75% of the
voting interest is owned or controlled by US citizens,
I ddltlon, CAB approval is required for any foreign
air carrier or any person controlling a forelgn air
carrier (e.g. a foreign government) to acquire control
of any US citizen engaged in any phase of aeronautics
which is defined as the "science and art of flight").

e Any person who is the beneficial owner of 10% or more

Al of the votlng capital is presumed to be in control of
an air carrier,

2. Maritime and Shipping .-~ Foreign investment in the

US maritime industry is restricted by a series of laws
which (1) limit ownership and operation of certain
vessels to US citizens; (2) prohibit transfer or
mortgage of US vessels, shipyards, drydocks or ship
repair facilities to non-US citizens without Secretary
of Commerce approval; (3) prevent non-US citizens from
receiving construction or operating differential

% subsidies and (4) limit US coastwise trade to vessels
owned by US citizens. No corporation is a US citizen
unless (a) the controlling interest is owned by
citizens of the US and (b) the chief executive officer,
board chairman and a majority of the quorum of directors
are US citizens.

G. Barking and Finance

1. Banking -- Existing state and federal banking laws
provide for extensive regulation of foreign banking
activity in the US. State Laws: Only a few states
permit foreign banking activities and those that do
require a license and closely regulate foreign
banking activities. Existing Federal TLaws: (a) A
federally chartered bank must have all US citizen
directors and must be a member of the FRB; (b) If a
foreign corporation obtains controlling influence over
the management policies of a bank, it is subject to the
Bank Holding Company Act which reguires (1) initial
FRB approval for establishing a bank subsidy or
acqulrlng control (25% or more) and subsequent periodic
supervision (2) Federal (and state) approval for acquisition
of more than one state chartered bank subsidiary.
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Proposed Federal Law: The Federal Reserve has ‘
: ; : proposed
legislation (S. 4205) to regulate foreign banks £

acquiring, operating or controlling bankin ivi
in the US. 4 S

2, Savings and Loan Associations -- All directors or
members of the Federal Home Loan Bank system must be
US citizens, But neither the Federal Home Loan Act

nor the Federal Savings and Loan Insurance Corporation

Act limit foreign ownership of savings and loan
associations, Savings and loan associations are,
however, regulated by the Federal Home Loan Bank
Board and subject to extensive federal reporting
requirements.

3. Insurance -- There are no restrictions on foreign alien

or corporation ownership of insurance companies
although five states do prevent foreign governments
from owning insurance companies., Most states have
special requiements for foreign controlled insurance
companies =- including mandatory establishment of
trusteed deposits up to the amount of the company's

; outstanding liabilities. Many states have citizenship

requirements for directors and all states license and
closely regulate insurance activities in their
state.

4. Securities Industry -- The SEC, the NASD and most
stock exchanges do not restrict or prohibit ownership
of brokerage houses by aliens. However, foreign as
well as domestic investors are subject to the same
SEC, NASD and stock exchange regulations as domestic
investors. The NYSE does, however, impose limits on

foreign ownership of its members. The Trust Indenture

Act of 1939 requires that at least one trustee under
a qualified trust indenture be organized under the
laws of the US (15 USC 77jjj(a) (1).

Agriculture

@lthough there are no specific prohibitions on foreign
investment in agriculture, foreign citizens and foreign
controlled corporations are denied the benefits of many
programs relating to agriculture, For example, Farmers
Home Admigistration loans for rural housing are limited
to US citizens; and grazing on public lands is regulate”d hy
the Forest Service and the Bureau of Land Managemént.
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I. Export Controls

1. General -- Although export controls do not restrict
foreign investment in the US, they are an important
tool in ensuring that foreign investment is not used
in a way detrimental to the US economy. The key
fact in any investment is not who owns the productive
facilities but whether the output is used to benefit
our economy. One way to ensure that resources are
retained in the US for our use is by export controls.

2. Export Administration Act =-- Prevents drain of US
resources when (1) national security is threatned
(2) there is an excessive drain of scarce materials
and a serious inflationary impact from foreign demand

or (3) export controls are needed to fulfill U.S.
foreign policy. 1974 amendments require Commerce to
monitor exports when such exports would lead to domestic
price increase or shortage which has serious impact

on economy or any sector thereof. (See National Defense

and Energy sections for special controls on armaments
and energy exports).

K. Key Laws of General Applicability

1. SEC Laws: While the SEC laws do not prevent foreign invest-

ment, they do require disclosure of significant foreign invest-

S -ment (by beneficial owner) and regulate potentially harmful
activities, Like the antitrust laws, the relevant SEC
laws make no fundamental distinction between domestic
and foreign investors. SEC regulations re tender offers,
shareholder disclosure requirements, stock price manipula-
tion and preservation of an orderly market apply to foreign

investors as well as domestic investors. The most relevant
SEC regulations are:

2. Antitrust Laws -- The antitrust laws contain no
specific prohibitions on foreign investment.
However they apply equally to US and foreign
corporations and should prevent foreign investors
from monopolizing a specific sector or engaging in
other anti-competitive practices. (Note: There are
technical problems with respect to the application of
our antitrust laws to the acts of foreign sovereigns
when its government does not act through a commercial
corpoation).

S —



3. Immigration Laws -- The ability of a foreign investor
to control effectively his US investment depends on
his ability to send foeign managerial and technical
personnel to the US. The requirements for admission
of such persons are governed by the Immigration and
Nationality Act which could be used to prevent
admission of the personnel necessary to mandge US
investmnet.

4. Industrial Relations -- The National Labor Relations
Act and other labor laws apply to all firms (foreign
as well as domestic) operating in the US to prevent
unfair labor practices (e.,g. runaway plants, arbitrary
dismissal or treatment of workers). All industrial plants
must comply with federal health and Safety and Health
Act of 1970 designed to assure every worker in the
US safe and healthful working congditions.

iy
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M. Special Aspects of Foreicn Government Investment

w

l. General -- Most US laws make no distinction between \t\;_w :
investment in the US by foreign private entities or -
investment by foreign governments or governmental
entities. This means that the bulk of the restrictions
and regulations outlined above apply to investment in .
the US by foreign governments and, where relevant, ot
would prevent or regulate activities of foreign
governmental investment in the US, There are, however,
a few areas in which foreign government investment is

treated differently. There are outlined in this
section. :

—

2, Sovereign Immunity =-- The US follows the so-called
restrictive theory of sovereign immunity which means
that a foreign government engaging in public acts
would be immune from suit in the US but not when engaged in
commercial acts. Thus, foreign governments should not
expect sovereign immunity to protect them from suit
with respect to most investment in the US. There
-are, however, some minor problems concerning (1) the
lack of a statutory procedure for service of process;
(2) immunity of a foreign government from exeuction of
a judgement and (3) the fact that the State Department and
not the courts determine factual and legal questions about

the validity of a foreign government's claim of
sovereign immunity. -
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Reporting Requirements -- Existing reportins\ﬁeqﬁfie-

ments relating to the collection of foreign direct
investment data apply to foreign governments. However
the Bureau of Economic Analysis in the Commerce De-
partment indicates that the reporting regulations are
rarely observed by companies in which a foreign
government has a controling interest and that the

USG presently has no was of enforcing them against a
foreign government or government controlled investor.
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Tax Law -- Foreign governments are generally exempt
from taxes on investment in the U.S. However, the
exemption does not apply to the income of a separate
profit making corporation which is owned by a foreign
government. Distributions to the government from such
corporations would, however, be tax free.

Antitrust Laws =-- There is a technical legal issue
over the application of our antitrust laws to foreign
governments. American courts have held that the Sherman
Act does not confer jurisdiction on US courts over
acts by foreign sovereigns and that only acts by
persons and corporations are covered. Thus, the

key factor in any determination as to the applica-
bility of US antitrust laws to the investment activity
of a foreign government would be whether it used a
separate corporation of the type generally engaged in
commercial activity.

SEC Laws -- No differentiation is made between

foreign governments and other foreign investors by
federal laws confirming investment in US securities.
There are, however, special regulations relating to the
government issuance of securities in the US.

The reporting and disclosure requirements of the
securities exchange Act of 1934 do apply to foreign
governments and foreign government controlled
corporations.

“Banking Laws -~ Bank holding company legislation does

not distinguish between US holding in foreign banks
that are wholly or partly government owned.
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MEMORANDUM FOR Dr. Roger E. Shields, Deputy Assistant N .
Secretary of Defense, OASD(ISA)

SUBJECT: Summary of Laws which Restrict or Otherwise Limit
Foreign Investment in Defense-related Industries and
Laws which Regulate Defense-related Production

This memorandum is in response to your request for a summary by

this office of any laws which (a) restrict or otherwise limit foreign
investment in businesses engaged in Defense work or Defense-related
industries and those which regulate Defense production. To our knowledge
there are no laws specifically limiting foreign investment in Defense-
related industries. Secondly, we believe that the only laws which can |

be used to control Defense production are that section of the Defense
Production Act, as codified in 50 App. U.S.C. 2071(a) and section 18

of the Selective Service Act, 50 App. U.S.C. 468.

The Defense Production Act, 50 App. U.S. Code 2071(a)(1) authorizes
the President to require that performance under contracts or orders
which he determines to be necessary to promote the national defense
shall take priority over performance under any other contract or order.
He may require acceptance of such contracts or orders in preference
to all others by any person he finds to be capable of performance.
Subsection (a)(2) authorizes the President to allocate materials and
facilities in such manner, condition and extent as he determines to be
necessary to promote the national defense.

There are no provisions under this law, as it presently exists, for con-
demnation by the Government of the property of a person who refuses
to comply with an order. The only sanctions available are provided
under 50 App. U.S.C., 2073 which states that any person who willfully
fails to perform any act required by the provisions of the above section
or any order thereunder shall upon conviction be fined not more than
$10, 000 or imprisoned for not more than one year or both.

Subsection (a) of section 18 of the Selective Service Act authorizes the
President, whenever he determines that it is in the interest of the



national security to obtain prompt delivery of any articles or materials :Au:’ &
authorized by Congress to be purchased exclusively for the use of the \ ¥
armed forces of the United States or for the use of the Atomic Energy i
Commission, to place an order with certain individuals, firms or

companies. A recent amendment to this section requires that no order

which requires payment in excess of $25, 000,000 will be placed unless

the Committees on Armed Services of the Senate and House of Representa-

tives have been notified in writing of the proposed order 60 days of

continuous session of Congress prior to the placing of the order and no
disapproving resolution has been adopted by either House of Congress

within those 60 days. The requirement for the President to consult

with and receive advice from the National Security Resources Board as

originally expressed in the statute was abolished by section 5(a) of the
Reorganization Plan No. 3 of 1953.

Under the provisions of this law the individual, firm or company is given
notice that the order is placed under the authority of the statute to make
him aware of the fact that compliance is mandatory and that refusal to
comply may result in Government seizure of the facility.

Subsection (b) concerns the duty to comply with Government orders.
Orders placed by the Government under this law shall have precedence
with respect to all orders (Government or private) placed before or after
,such notice of the order. The subsection also requires that the order

be filled within the period of time prescribed by the President or as soon
as possible thereafter.

Subsection (c) provides authority for the President to seize the facilities
if there is a failure to comply with properly placed orders. If any indi-
vidual with whom an order is given under the authority of section 18 of
the Selective Service Act refuses or fails--(1) to give the order the
precedence which may be prescribed by the President; (2) to fill such
order within the period of time prescribed or as soon thereafter as
possible--such time to be determined by the President; (3) to produce
the kind or quantity of articles or materials ordered; or (4) to furnish
the quantity, kind and quality of articles or materials ordered at the
price negotiated with the Government; the President is authorized to take
immediate possession of any plant, mine or facility operated by such
person and to proceed to operate it through any government agency for the
production of such articles or materials as may be required by the
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Government. Additionally, subsection (f) of section 18 provides that any
person or any officer of any person as defined in this section who will-
fully fails to carry out the duty imposed on him by receipt of such an order
shall be guilty of a felony and upon conviction thereof be punishable by

imprisonment for not more than three years or by a fine of not more than
$50, 000 or both.

Jerome Nelson
Assistant General Counsel
(Manpower, Health & Public Affairs)



ASSISTANT SECRETARY OF DEFENSE
WASHINGTON, D. C. 20301

INTERNATIONAL SECURITY AFFAIRS

p
Senator Daniel K. Inouye ,ﬁ?
Chairman, Foreign Commerce and (o

Tourism Subcommittee C.

-Committee on Commerce
Washington, D. C. 20510

Dear Senator Inouye:

Reference is made to your letter of 5 December 1974 in
which you asked about various aspects of the Defense
Department's policy towards foreign investments in de-
fense industries. Enclosure (1) outlines the general

Defense Industrial Security Program thrust and imple-
mentation.

Special care should be taken to safeguard our response

to your question No.4 and our enclosed Lists No.2, "Fa-
cility Clearances Granted Where Foreign Ownership Control
or Influence is a Factor" and No.3, "Facility Clearance
not Granted or not Continued Due to Foreign Ownership Con-
trol or Influence."

These lists have not been released to the public. The
information has been received by the Government in con-
fidence since as a general rule the contractor considered
the information to be "privileged." This is because con-
tractors are required to report, among other things, the
percentage of gross income derived from foreign sources
and, more specifically to identify by percentage the par-
ticular countries from whence derived. This, and similar
information, would be of value to competitors, because it
points up marketing activities and the like. The Freedom
of Information Act, Title 5, USC 552(b) (4) specifically
exempts such commercial or financial information obtained
from a person from the general disclosure requirement.
Title 18, USC 1905 may also be applicable. Hence, our
holding the data as "privileged".
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As requested I am providing you the following addltlonal
responses to your specific inquiries:

Question 1: "Is the Department of Defense able to con-
firm the report that an offer for a controlling interest
in Lockheed was in fact made by Arab investors?"

ERAIN

-

Response: The Department of Defense has no information
other than what has appeared in the news media.

Question 2: "Is the Department able to confirm the claim

that Lockheed rejected the offer in the manner described
in the POST article?"

Response: The Department of Defense is not familiar with

the action taken by Lockheed or the relationship described
in the POST article.

Question 3: "If such an offer was made, was the Department
advised of it? At what point in the negotiations was the
Department told of the offer and rejection?"

Response: The Department of Defense has received no
information of the reported offer and rejection.

Question 4: "Is the Department aware of any companies

engaged in significant defense activities in which foreign
investors have a controlling interest (10 percent or more

of the voting stock)? 1If the answer is yes, please list

them. (The term "significant" is intended to mean significant
in volume or in importance because of the type of product,
process, data, or service provided.

Response: Enclosure (2) is a listing of all facilities

for which the DoD has made a determination, as provided

for in paragraph 2-203b of the Industrial Security Regu-
lation(DoD 5220.22-R) as to their eligibility for a facility
security clearance based on 6% or more foreign ownership of
their voting stock. The listing also gives 'the rationale

as to why a favorable determination was made and their cur-
rent status. Enclosure (3) provides a separate listing of
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facilities whose security clearance was either not granted
or discontinued while being adjudicated after reporting 6%

or more foreign ownership of their voting stock along with
the reason why.
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Question 5: "Does the Department of Defense know of any (= ®
other bids for control (as defined above) of any such firm u i
described above?" v

Response: Under the Defense Industrial Security Program
preliminary reports have been received from field components
that Magnavox and Occidental Petroleum have experienced
acquisitions of their stock by foreign investors. Both
cases are now under review.

Question 6: "If such offers for control are made, does
the Department require this information to be forwarded to
the Department? If not, why not? If yes, at what point
during the negotiation would this information have to be
provided to the Department?"

Response: Under the Defense Industrial Security Program
cleared Defense contractors are required to report when

such offers become accepted and as a result a change in
ownership occurred to an extent that control of a corporation
was affected. Furthermore, should foreign interests own or
become owners of 6% or more of the corporation's voting stock,
we are furnished a report of such changed conditions in
accordance with paragraph 6a(4) of the Industrial Security
Manual for Safeguarding Classified Information (DoD 5220.22-M),
together with a revised Certificate Pertaining to Foreign
Affiliation (DD Form 44ls).

Question 7: "Please list existing reporting requirements -
laws, rules, regulations or other procedures - maintained

by the Department as to the identity, location, and nationality
of the foreign investors and the nature of the investment in
companies engaged in significant defense work. In replying

to this question, please cite the precise legal basis for the
requirement."

Response: The only reporting requirements are established
under the Defense Industrial Security Program. These re-
porting requirements are contained in the DD Form 44ls(Cer-
tificate Pertaining to Foreign Affiliation), which the
contractor is required to execute pursuant to paragraph 2la
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of the Industrial Security Manual for Safeguarding Clas- e
sified Information (DoD 5220.22-M). ASPR 7-104.12 (Mil-

itary Security Requirements) requires the contractor to
comply with the terms of the Security Agreement (DD Form 441)
including the Industrial Security Manual which is attached

to it and made a part, thereof, thus affording a contractual
basis for the reporting requirement.

Question 8: "Please list all enforcement powers which exist
to ensure compliance with the Department's data collection."

Response: Under the Defense Industrial Security Program a
contractor's failure to furnish information pertaining to
foreign ownership of stock may result in the denial or rev-
ocation of a facility security clearance. Misrepresentation
of the extent of foreign ownership may result in a fine or
imprisonment or both (18 USC 1001).

Question 9: "To your knowledge, have the disclosure and
reporting requirements been effective or ineffective?

Have the enforcement powers to require disclosure ever been
., used, and if so, in your opinion have they been sufficient
to secure the necessary disclosure?"

Response: The disclosure and reporting requirements con-
tained in the Defense Industrial Security Program have been
accepted by participating contractors and are considered
effective. No defense contractor's security clearance has
been terminated for failure to report percent of foreign
ownership, however, failure to report percent of foreign
ownership or change thereto, could result in termination of
a Defense contractor's facility clearance.

Question 10: "To what extent has the information collected
been made available to the public and to the Congress?"

Response: We have no knowledge of such information being
made available to the public or to the Congress. As stated
above the information is considered to be privileged

and is specifically exempt from public disclosure under the
Freedom of Information Act (Title 5, USC 552(b) (4).

Question 1ll: "Are there any gaps in the scope or coverage
of reporting and disclosure? If so, in your opinion, what
are they?"
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Response: No gaps have been identified in the scope or \E
coverage of reporting under the Defense Industrial Se- \\\ﬁ—’;

curity Program.

A
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Question 12: "Are there any factors such as foreign laws,
use of foreign or domestic nominees, etc., which make it
difficult or impossible to obtain information as to the
identity, location, and nationality of the investors and
the nature of the investment?

ﬁq_,s .y-c‘gyol('d ow  The boells e  Un, el Sdates CQﬁwa'hqg‘
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Response: We aré’hotkawareﬂof”ani\f reign laws that re=
strict disclosure of stock ownership{l However, corporate
stock may be held by a domestic nominee under a private
agreement with a non-U.S. citizen which may make it ex-
tremely difficult to ascertain whether the voting stock is,
in fact, owned or controlled by non-U.S. citizens. Further,
since stock can be held in any name and the records of the
stock transfer agent need only show residence, not citizen-
ship, a non-U.S. citizen can be a resident and his citizen-
ship unknown. In most cases, U.S. firms are able to determine
when foreign interests have a significant amount of their
stock because they would be aware of any holding that could

affect control over their firm by election of a director to
their Board.

Question 13: "In your view, is any additional legislative
authority needed to improve the data collection and disclo-
sure program administered by the Department of Defense? If
the answer is yes, please list your suggestion."

Response: The present method of obtaining information on
percent of foreign ownership~of Defense contractors'
participation in the Defense Industrial Security Program is
considered adequate. As you know, the recently enacted
legislation which was sponsored by you and Congressman
Culver (PL 93 479) requires the Commerce and Treasury Depart-
ments, as part of their overall review, to study the adequacy
of information, disclosure and reporting requirements, and
to recommend means whereby information on foreign investment
can be kept current. Moreover, the Office of Management and
Budget (OMB) and the Council on International Economic Policy
(CIEP) are conducting an Interagency review of reporting re-
quirements. This study will be supplied to the Congress by
mid-February. Upon completion of the foregoing, we will be
in a better position to determine if any further legislative
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recommendations are necessary. Qi\\ :
Question 14: "Can any changes or improvements be made e

administratively without further legislation? If so
please list your suggestions."

evtm Mo v
Response: Yes, since present procedures are considered
adequate it may be desirable to require prior notification
of acquisition by a foreign investor of an interest in a

qav§¢* ™ys defense manufacturer. For example, companies with

}QVV C/\h nar 'é
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classified contractslmlght be required to notify DoD when-
ever negotlafigpp-Wyuu'a prespective significant (e.g. 6%
or more ownership) forelgn investor commenceX. This matter
will be further assessed in light of the findings of the

studies mentioned in response to Question 13, above.

Question 15: "Please list any laws which restrict or
otherwise limit foreign investment in businesses engaged
in defense work or in defense-related industries."

Response: We are not aware of any legislative basis which
restricts foreign investments in defense industries, A1-
though the industrial security regulations discussed above
do not directly prohibit foreign investment in the defense
sector, they do act as an indirect prohibition on foreign
acquision of any firm that does classified work with the
government in that such acquisition could cause the firm to
lose its classified government business. 1In addltlon,mp.
the President has certain emergency powers which can be used
to prevent abuse by any investor of his control of a defense
related firm -- e.g. power to require priority performance of
defense contracts in certain circumstances and broad powers
under the Trading with the Enemy Act if a national emergency
exists. 1In order to give the President added flexibility to
protect national security in situations falling short of a
declared emergency or war, you might want to consider broaden-
ing the case by case authority. For example, the President
might be given authority to make a determination(based on
national security grounds) to require that a specific firm
should have ownership and control (e.g. voting rights) sep-
arated from management of the firm. (e.g. through establish-
ment of a trust device). Alternatively, the President's
power to act under the Trading with the Enemy Act might be
made independent of the existence of a legal "state of
emergency" and dependent only on his ad hoc determination
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that regulation of a particular foreign investment was
required in the interest of our national security.

I trust theiinformation furnished you will be of as-
sistance in your deliberations. If I can be of any

further help in this matter, do not hesitate to call
upon me.

Sincerely yours,
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WCE CONTRUW vitce <5 January 1975 l is
“SUBJECT: NAME, DIRECTORATE, EXTENSION, AND SIGNATURE OF ORIGINAT-
ING OFFICIAL:
Reply to Senator Inouye's letter of SN . FOp
5 December 1974 on DoD Foreign Investment Joseph W. Darling/BD/59282° ¢
Controls. {; \
L :
@ N
INITIAL| DATE BI‘AL DATE
ASSISTANT SECRETARY s DASD NE, AF&SA AFF N
EXECUTIVE OFFICER X0 DIR, NE&SA REG NE
ASST FOR ADMINISTRATION AO DIR, AFRICAN REG NA
. RECORDS & CONTROL RC
DEP FOR MC&TO TO DASD-P/PL&NSC AFF P
PRINCIPAL ASSISTANT SA DIR, P/PLANSC AFF PD
SP ADV (POW AFF) PW NSC r,f--" ' PN
CONF ASST TO ASD CA DiIR, MBF iR T¥ PF
DIR, LAW OF SEA TF LS
SPEC ASST (NUCLEAR POLICY) RS
PRINCIPAL DASD D DASD FOR SA M
MILITARY ASST DM DIR, SA PLANS & POLICY MD
SPEC ASST FOR CONG REL DS PLANS & PROGRAMS DIV MP
SPEC ASST TO PDASD DT POLICY DIV MN
DASD FOR EA&PAC AFF A DEF SCTY ASST AGCY
DIR, EA&PAC REG AD DIRECTOR T
DEP DIR TD
SPEC ASST T8
DASD EUR&NATO AFF E COMPTROLLER TC
DIR, EUR&NATO AFF ED DIR FOR MIiL ASST T
2 DIR FOR SALES NEG TS
DASD |-A, FTD&MR AFF I
DIR, I*A REGION 1A 2 |DASD = INT'L ECON AFFAIRS B
DIR, FMR AFFAIRS IF 1 DIRECTOR, IEA 8D | Kif (L |29 gan
DIR, ST&D IT
COORDINATION OUTSIDE ISA
ACTIVITY NAME AND TITLE INITIAL | DATE
GENERAL COUNSEL
THE JOINT STAFF
DEPT OF STATE
REMARKS (Including Coordination Qutside ISA Not Shown Above)
Attached reply is responsive to the questions raised in Senator Inouye's letter of
5 December 1974. The reply points out that information contained in the two DoD lists
of firms ''cleared'" and ''not cleared'" for classified DoD contracts under the Industrial
Security Regulations are considered '"privileged'" and should not be released to the
public. The proposed reply has been concurred in by the offices of General Counsel, the
Assistant Secretary of Defense, Installations and Logistics, and the Assistant Secretary
of Defense Comptroller, and approved in draft by staff of the Council on International
Economic Policy. The section on the rumored Lockheed aircraft ''take over' attempt was
cleared with Admiral Carr of Mr. Clements' office. SUSPENSE DATE
31 January 1975
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DEFENSE INDUSTRIAL SECURITY PROGRAM 2

Foreipgn Ownership, Control and Influence Policy >

As part of the Defense Industrial Security Program, the Department of
Defense has established policies concerning foreign ownership, control,
and iufluence in U.S. industry. The policy relates only to those U.S,
companies who perform on classified contracts. A classified contract

is defined as one the negotiation or performance of which will necessi-
tate the contractor or his employees to have access to classified in=
formation. As a condition precedent to the award of a classified con~
tract the contractor must be issued a facility security clearance. This
is done as part of the Defense Industrial Security Program. Currently,
there are approximately 11,500 cleared contractors or facilities paxr=-
ticipating in the program, and they employ approximately 1.2 million
people who have been issued personnel security clearances. The DoD In-
dustrial Security Program is administered by the Deputy Director, Contract
Administration Services, Defense Supply Agency. Within the Defense Supply
Agency there are eleven Regional Oifices which have been delegated the
respousibility for the security supervision and inspection of these 11,500
contractors. Overall, responsibility for policy development is vested

in the Assistant Secretary of Defense (Comptroller) through the Deputy
Assistant Secretary of Defense (Security Policy).

It should be pointed out that the Department of Defense pursuant to
authority enunciated in Executive Order 10865 administers the Industrial
Security Program, not only as it pertains to all Department of Defense
classified contracts, but also on behalf of 14 other Departments and
Agenciecs of Government. They are listed in Enclosure 1. Mention is made
of these User Agencies because the foreign ownership, control, and in-
fluence policies and decisions affect not only DoD contractors, but also
the contractors of these other Departments and Agencies of Government.

Since the inception of the Industrial Security Program within the De=
partment of Defense in 1950, there has been a recognition of the need

to insure those contractors who are entrusted with U.S. classified in-
formation are not subject to foreign ownership, control, or influence.
This policy, which has been essentially unchanged since 1950, provides
that facility clearances may be granted only to contractors organized and
existing under the laws of any of the States or Puerto Rico, and that
facilitics which are determined to be under foreign ownership, control

or influcnce are not eligible for a facility clearance. This policy is

expressed in Section II, Part 2, Industrial Security Regulation (DoD
5220,22R).

onel. /.
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The standard which is applied for determining the existence of foreish\\‘__,//

ownership is:

"a facility will be comnsidered to be under foreign ownership,
control or influence when the degree of ownership, control or
influence from a foreign source is such that a reasonable
basis exists for concluding that compromise of classified in=-
formation may result,"

There is an exception to this general rule. Pursuant to bilateral agree=
ments, facilities which are under United Kingdom or Canadian ownership,
control or influence way be cleared. These clearances are based on a
security assurance oun the foreign parent or owner from the government

of Canada or the United Kingdom, as appropriate., These facility clear=
ances are limited to the extent that classified information not releas-
able to the United Kingdom or Canada is likewise not releasable to facil=-
ities with United Kingdom or Canadian reciprocal facility clearances.

The reason for this foreign ownership policy is quite siwmple. The In=
dustrial Security Program is based on an agreement between the Depart-
ment of Defense and the top managecment of the company to safeguard
classified information in accordance with the Industrial Security Manual
for Safeguarding Classified Tnformation (DoD 5220.22M). If the top
management of the company consists of a foreign entity or is undexr the in-
fluence or control of a foreign entity, it would not be reasonable to
entrust them with classified information which is not releasable to
their foreign principal or owner. As a minimum, it would establish an
untenable conflict of interest. As a maximum, it would be entrusting
classified information with those who mnational policy has dictated
should not have it =~ for example, the foreign government, itself.

The inquiry to establish whether or not there are elements of foreign
ownership, control or influence begins as part of the initial survey
which is conducted as the first step in processing a company for a facil-
ity security clearance. The policy is explained and the company is asked
to furnish information relating to foreign ownership, control or influence.
To facilitate this factfinding, a form entitled "Certificate Pertaining
to TForeign Affiliation” DD Form 44ls was developed in 1959, This form,

a copy of which is attached as ¥Enclosure 2, asks the conltractor to

answer relevant questions with respect to foreign ownership, control and
influence. Wherever the contractor indicates an affirmative aunswer, he

is required to provide an explanation. Subsequent to the filing of

this form with the DoD Cognizant Security Officer, the contractor is re=
quired to report any significant change in the information or answers
previously provided. This requirement is set forth in paragraphs 6a(4) (£)
and 21 of the Industrial Security Manual for Safeguarding Classificd In-
formation (DoD 5220.22M). TFrom this it can be seen that primary source
of foreign ownership, control and influence information is from the
contractor itself.
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The more common foreign ownership, control or influence elements are
outlined in Enclosure 3. Income from foreign sources is far and away
the largest single factor. Income from foreign sources is expressed
and analyzed in terms of a percentage of gross income. With respect
to ownership, 6% is the general threshhold. Where less than 6% of the
stock is foreign held, it generally will not be significant in terms of
foreign influence. When the percentage exceeds 6%, then it may be a
facter in influence and control. For example, in a very widely held
corporation, a foreign owner controlling 6% of the voting stock may be

in a position to exercise significant control. Oa the other hand, in

a closely held corporation an amount considerably in excess of 6% may not
be significant in terms of control of the corporation.

QERAL,

Interlocking directors standing alone will generally not be indicative
of a problem. On the other hand, interlocking directors coupled with

ownership by a foreign principal who appoints such directors may well

be significant in terms of corporate control.

Licensing, patent, or trade secret agreements must be carefully re-
viewed to insure that they would not form a basis for intentional or
inadvertent unauthorized disclosure of classified information.

Finally, with respect to foreign indebtedness, the debt must be re=
viewed in terms of its percentage of corporate assets and also in terms
of collatecral that might be pledged.

"

Because of the complexity and significance of foreign ownership, control
or influence decisions the authority to make these decisions has always
been held to a high level within the Department of Defense. Prior to

1965, the decision had to be made at the Secretarial level of the Mili=-
tary Departments. Since 1965, when Industrial Sccurity was consolidated
in DSA, the authority was specifically delegated to the Deputy Director

of DSA for Contract Administration Services (DD/CAS). There are cer=

tain further delegations to region commanders which are set forth in
Enclosure 4., These are strictly interpreted and whenever there is a doubt,
the case is forwarded to DDCAS for decision.,

Whenever there is significant evidence of foreign ownership, control or
influence, the case is discussed in detail with the contractor and its
counsel. If it appears that an adverse decision is indicated, the con-
tractor is informed and advice and guidance is provided as to actions
that the contractor might take to isolate or nullify this foreign owner-
ship. Where there is a significant degree of foreign ownership, a voting
trust agreement is generally supggested as a means of isolating this for=-
eign owner. The voting trust which normally will consist of three dis=-
interested individuals can be used to transfer legal title from a foreign
owner to trustees who are U.S. citizens. The forcign owner becomes then
simply a bencficiary. In order for such an arrangement to be approved,
the forecign owner must agree to relinquish all the normal prerogatives of
management. The trust must be de facto as well as de jura., In other words,
the U.S, trustees must assume reponsibility for wmanagewment and control

'
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of the corporation, thereby isolating the foreign owner from the cleared
U.S. facility. If there are interlocking directors, the interlocking
directors must resign, because otherwise they would circumvent the trust
agreement. When a contractor establishes such a trust, it is generally
possible for DSA to issue or contiuue the facility security clearance.

In making the clearance determination in foreign ownership, control or
influence cases, DSA will generally analyze three primary channels for
corporate contrvol. They are ownership, management and technical common=
ality of interest. Owmership is obvious., When a foreign entity owns a
significant portion of a company, he has the ability to influence or
control., Generally speaking, this ownership will be manifest by the
appointment of directors or officers. This constitutes the second, or
management avenue, of control. If directors or officers are appointed
by a foreign owner, then, of course, coantrol and influence must be pre=~
sumed. The third chanmel for potential control and influence relates

to techmical commonality of interest. If a foreign parent and U.S. sub=-
sidiary are engaged in the same general types of pursuit, or technical
areas, there will be exchange and possibly dependence or interdependence
in technical areas, and this situation may result in influence or control.
It also establishes the possibility for a conflict of interest. On the
other hand, when the foreign owner is strictly a financial iunstitution
and the U.S., subsidiary is involved in electronics, for example, there
is no technical commonality of interest so this avenue would not be a
potential source of difficulty in such a case,

To conclude, it should be pointed out that in the vast majority of cases
foreign ownership is not a significant problem. Between 1968 and Novem=

“ber 1974 there were a total of 682 foreign ownership, control or in-

fluence cases resolved at Headquarters, DSA. 1In most of these cases

the ultimate decision is made to issue the facility clearance., 1In a
small percentage it is necessary for the contractor to establish a trust
before a favorable decision can be made. Some companies, albeit few

in number, elect to not enter the classified procurement field, because
their foreign owners choose not to relinquish the prerogatives of manage-
ment., There have been very few adverse decisions.

Mention should also be made of the "utilization of facilities'" policy

set forth in paragraph 2-204, Industrial Security Regulation (DoD 5220.22R).
Under this policy, a classified contract can be awarded even though the
company is not cleared under the DoD Tndustrial Security Program. The
advantage of this procedure is that it enables th2 Government to take
advantage of the company's expertise, while, at the sawe time, not per=
mitting the cowpany to compete for other classified work which could be
performed equally well by other U,S, contractorse

4 Iinclosures:
1. List of liser Agencies (In proper ovder)
2, DD Form 44la :
3. Common clewents of FOULU (Lrom vupraph) ¥
4, Delegation of authority (from vugraph) (6% wevoership, etc.)
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DEPARTMENTS AND AGENCIES WHICH UTILIZE THE
INDUSTRIAL SECURITY PROGRAM AS AUTHORIZED BY E.

DEPARTMENTS OF
. STATE
. TREASURY
. INTERIOR
. AGRICULTURE .
. COMMERCE
. LABOR
. HEALTH, EDUCATION AND WELFARE

. TRANSPORTATION

AGENCIES:
. FEDERAL ENERGY ADMINISTRATION
. GENERAL SERVICES ADMINISTRATION
NATICNAL AERONAUTICS AND SPACE ADMIMNISTRATION
. ENVIRONMENTAI PROTECTION AGENCY
. NATICNAL SCIENCE FOUNDATICN

. SMALL BUSINESS ADMINISTRATION
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CERTIFICATE PERTAINING TO FOREIGN AF FILIATION TYPE OR PIINT | Forn Approved

ALL ANSWENS Pudget Bureeu No. 22-RI9)

PENAITY » Feiluro to &awnr all questions, or ey misreprcseniation (by emission of concealment, or by mizleeding, false or
pArtial anawers) may serve as a basis [or dental of cleacance lor eccess to classilied Department of Delense information. In ed-
ditlan, Title I8, United States Code 1001, makes it @ cniminal offense, punishable by & maximum of five (5) yeara® irprisonment,
410,000 line, or toth, knowingly to make o [nlsc atement or representation (o any Departemnnt or Ag=ncy of tho Uniled Statas, oo
to eny matter within the jurisdiction of any Departrant or Agency of the United States,

This includes eny statement made hersin
which in knowingly incorrect, incomplete or misleading in any important particular,

PROVISIONS

1. Deflore classified defenss information may be dis-
closed by the Departmert of Defense to contractors, they
must meet certain estabiished secunty standards. You United States or a state or other jurisdiction of the Unit-

arc requested to complete this form so that your eligi- ed States which is owned or controiled by a foreign fitm
bility for a facility security cleerance for access to clas- | or foreign nationai.
sificd delense information may be uetermined.

U. S. or its possessions, and (¢) any form of business
enterprise otganized or incorporated under laws of the

3. Complete all questions on this form. Answer
each question in either the “'Yes' or “‘No' column.
If your answer to any question s *'Yes', furmsh full
and complete information under '‘Remarks'’.

2. As used below, the term "“foreign interests’’ re-
fets to () any natural person who is not a citizen or
national of the U. S., (b) any form of business enterprise
organized under the laws of any country other than the

§ QUESTION

1. DO FOREIGN INTERESTS OWN €% OR MORE OF YOUR ORGANIZATYION'S VOTING STOCK!

IS YOUR ORGANIZATION ORGANIZED IN SUCH A MANNER SO THAT INTERLOCKING DIRECTORATES OR
HOLDING COMPANY ARRANGEMENTS ARE DEING MAINTAINED WITH FOREIGN INTERESTS?

DOES YOUR ORGANIZATION MAINTAIN AMY LICENSING, PATENT EXCHANGE OR TRADE SECRET
AGREEMENTS WITH FOREIGN INTERESTS!?

&

DOES YOUR ORGANIZATION MAINTAIN ARY TRUST OR PROXY ARRANGEMENTS WITH FOREIGN INTERESTS!

IS YOUR ORGANIZATION INVOLVED IN ANY AGENCY, CARTEL, PARTNERSHIP OR JOINT VENTURE
AGREEMENTS WITH FORELIGN INTERESYS?

DOES ANY FOREIGN INTEREST CONTROL THE APPOINTMENT OR TENURE OF ANY OF YOUR DIRECTORS,
OFFICERS OR PRINCIPAL SUPERVISORY MANAGEMENT PERSONNEL!?

IS ANY FOREIGN INTEREST IN A POSITION TO INFLUENCE THE APPOINTMENT OR TENMURE OF ANY OF
YOUR DIRECTORS, OF FICERS OR PRINCIPAL SUPERVISORY MANAGEMENT PERSONNEL!

ARE THERE ANY FOREIGH OWNERS, OFFICERS. DIRECTORS OR PRINCIPAL SUPERVISORY MANAGEMENT
PERSONNEL WHO MAY BE IN A POSITION YO MAVE ACCESS TO CLASSIFIED INFORMATION?

IS YOUR FAZILITY CURRENTLY INDEBTED TO, OR SUPPORTED FINANCIALLY IN ANY WAY BY,
FOREIGN INTEREST S!

’

cARE THEARC ANY CITIZENS OF FOREIGN COUNTRIES WHO MAY VISIT YOUR FAZ\LITY(or fectiition) IN A
CAPACITY WHICH MAY PEAMIT THEM TO MAVE ACCESS TO CLASSIFIED INFORMATION?

\

. MAS YOUR FACILITY EVCR DEEN DENIED A FACILITY SECURITY CLEARANCE DY THE DOD OR ANY

OTHER U. 5. GOVEFANMENTAL ACENCY BECAUSE IT MAS BEEN CONSIDERED YO &L UNDER FOREIGN
OWNERSHMIP, INFLUENCE OR CONTROL!

FORM RFPLACES EOITICN OF | APR 59 -wMICH wRY BF USED,
DD nun44i5,
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CERTIFICAYION

I CERTIFY YHAT THE ENTRIES MADE BY ME ABOVE ARE TRUE, COMPLETE, AND CORRECT TO THE BEST OF MY KNOWLEDGE
AND BELIEF AND ARE MADE IN GOOD FAITH. i

WITNESS
OATE CERTIFIED .
2 By
CONTRACTOR

NOTE « In cavo of corperation, withesnes
nol reyulred but certificrete below must be TITLE
compleled. Type or print names under all
elgnaturen,

ADORKENS

NOTE » Contractor, {f a corporation, should cause the lollowing certilicate fo ba execuied under Ite corporsfe seal, provided thet the same
ollicar ehall not exacute Loth the sgreamend end the carltilicnata.

. CERTIFICATE

I, cortify that 1 em Lhe
of the corporation named ss Contractor harsin; that <
who signed this certiflicate on behall of the Contractor, was then x

of sald corporation; that sald certificate wae duly slgned for and in behall of weid corporation by authority of its governing body,
and ls within the scope of its corporate powaers.

Coeporate Seel) SIGNATURL AND DATE




MORE COMMON FOCI ELEMENTS

" FOREIGN INCOME

FOREIGN OWNZIRSHIP

. INTERLOCKING DIRECTORS

LICENSING AGREEMENTS

- FOREIGN INDZBTEDNESS




DELEGATION T(O REGION COMMANDERS

LESS THAN 67 OWNERSHIP

INTERLOCKING DIRECTORS

LICENSING AGREEMENTS

FOREIGN INCOME LESS THAN 107 OF GROSS INCOME
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Information

is

Considered Arivileged and Is Protecte

From Pub

Tic Disclosdre by 5 USC 552(b) (%)

US Companies with Foreld

gn Ownershig

Facility Clearances Gran

t-PERCENL

NAWME AND LOCATION

OF FACILITY

ed

FOREIGH
OWNED

ACTION TAKEN 10
NULLIFY FOREIGN
CWNERSHIP, CONTROL
CR INFLUENCE

TYPE OF PRODUCT,
PROCESS, DATA OR

| SERVICE PROVIDED

FACILITY

CLEARANCE

STATUS

| O |
§ o
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Sep 7%
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v

Telegraph Corp.
New York, NY

o urfﬁ;;}’

o
\ijgaﬁ

Addington Labé,
Inc., Sunnyvale,
CA 5

i6,6 %

11.7 %

dual, regardless of

i EET s
y diversified;
»_ 222,900 stock-
holders, a toral of .-
4,364 are foreign
nationals with 704 of
this number actually
zesiding in the U,S,.
Fo foreign group is .-
zepresented by more
than 5% of the stock
snd no single indivi~

e =)
(o}
th

nationality, owns
nore than 1%, Stock-
tolders in Communist
countries receive no
dividends and take no
rart in voting actionms.

11.7% of stock owned
ty a Liechtenstein
firm. Officers and
Directors of U,S,
firm control 527 of
ctock and have exe=-
cuted a Board reso-
lution to notify
DCASR of change in
stock distribution,
DCASR, San Franéilsco,
instructed to make
rercentage of foreign
c¢vnership speclal in-
terest during inspec-
t.ions.

Cermyenications

Manufacturing
Microwave
Components

Active

Active

gmoég



NAME AND LOCATION
OF FACILITY

PERCENT
FOREIGN
OWNED

ACTION TAKEN T0
NULLIFY FOREIGN
OWNERSHIP, CONTROL
OR INFLUENCE

TYPE OF PRODUCT,
PROCESS, DATA OR
SERVICE PROVIDED

FACILITY
CLEARANCE
STATUS

Feb 74

Sep 74

Dynelectren Corp,
Was“1ngto1, D, C.

\\qu
A".

4')‘?0

,“‘
{w(ﬁ
\ 07V83%

Danmont Corp.
Huntsville, AL

The A, H, Emery Co,
New, Canaan, CT

i-T-E Imperial Corp,
Spring House, PA

8.33 %

15 %

6.01 %

Three Canadian citi- -
zens own the 8.337%

of stock and are asso=<_{:-

ciated with U,S. firms
wholly owned subsidi-
ary., Percentage of
stock not large enough
to affect control.

All officers and dir-
ec-ors of U.S, firm
are U,S. ¢itizens dnd.

caa:isolate’ forelgn A

coatrel,

Canadian citizens own

157 of stock. Largest

single Canadian holder
is 17 of stock. 65% ..
of stock owned by U,S%
citizens.

92% of stock owned by
four V.S, ecieizens
who are Officers of
Directors of U.S. firm.
Mexican national's 8%
ownership of stock
effectively isolated by
U.S. 927 ownership of
stock,

European Investment Co.
ovms 6.017% stock, which
resulted in a foreign
national being elected

14

Migsile Mainten--
ance and Operatlons

Manufacture Hydrau-
lic load Cells
Weighing Equipment

Manufacturing ElecH
trical Equipment

Active

Excluded parent
of Astro-Space
Labvoratories, It
Huntsville, AL

Active

Active
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NAME AND ILOCATION

OF FACILITY

PERCENT
FOREIGN
OWNED

ACTION TAKEN TO
NULLIFY FOREIGN
OWNIRSHIP, CONTROL
OR INFLUEKCE

TYPE OF PRODUCT,
PROCESS, DATA OR
SERVICE PROVIDED

FACILITY
CLEARANCE
STATUS

AL 73
JiCan

73
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Fugro National Inc.

Long Beach, CA

Cablewave Systems,

.\ R4¢

A
\

Inc., North Heven, CT

Checchi and Company

Wa=n~“gton, b, C.

100 %

50 %

7.4 %

.0f Checechi and Company
*1s owned by Ganta Trad%

to U.S. f£firm's board.
U.S. f£irm has taken
board action by reso-
lution which isolates
the foreign director-
from management-action
involving classified. -
information.

Wholly owned by Dutch
firm, Stock placed in
voting trust with three
U.8; eitizens, execus-
tors of trust, with
sole authority.

50% stock ownership by
West German firm.
Plsced in voting trust
agreement esteblished
with two U.S. citizens
trustees. Trust agree-4
ment contains sufficier
terms and conditions
essurlng trustees sole
ané absolute discretion
with all rights and
powers in the same man+
ner as if they own the
St(’cko

6..% of the voting stod

and Investments, Ltd.,

Consultiang Engi-
neers on Earth
Sciences

Manufacture Coax
Cable and Electri-
cal Wave Cuide and
Connectors

k.:

ng

Active

Active

Terminated
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NA¥E AND LOCATION
OF TACILITY

ACTION TAKEN TO

NULLIFY FOREIGKN
OWNERSHIP, CONTROL
OR INFLUENCE

TYPE OF PRODUCT,
FROCESS, DATA OR
SERVICE PROVIDED

FACILITY
CLEARANCE
STATUS
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Jan 73

General Semicon-
ductor Industries,
Inc., Tempe, AZ

Keydata Corporation
Watertown, MA

ach Corporation
Los Angeles, CA

PERCENT
FOREIGN
OWNED
27 %
8.6 %
30 %

Banamien corporation
owned by Roberto
Vullaneuva, one of

the directers of sub-
ject facility. Am
gdditional 17 of voting
steck is owned by share
belders in England,
Italy, the Philippines

"and Switzerland for an

overall total of 7.47%.
Fereign ownership of
stock widely diversi-
fied.

Trust agreement estab-
lished to effectively
isolate the U.S, com~
pany from foreign
wnership of 277 of its
stock by Swiss and U.K.
individuals and corpor-
ations.

8.67% of stock owned by
Canadien firm, nen-cu-
mulative, -“Canadian. '
firm has been:éxcluded
from access to.elassi-
fied information by
Board action.

307% cwnership by Bri-
tish intecrest, no cu-
mulative voting rights.
59% of stock owned by

R&D Semiconductors

Computer Equipment,

Design and Develop-

ment

R&D Electronic
Instruments

Active

Active

Active
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OWNERSHIP, - ACTION TAKEN TO

CONTROL OR PERCENT NULLIFY FOREIGN TYPE OF PRODUCT, FACILITY
INFLUENCE NAME AND IQCATION FOREIGN | OWNERSHIP, CONTROL PROCESS, DATA OR CLEARANCE
ACTION OF FACILITY OWNED OR INFLUENCE SERVICE PROVIDLD STATUS
& 94\\ U.S. family (Ohrstron).
[ - At this ratio, -U,S.
| control is maintained
\53; —’/// nullifying foreign
LD control,
Aug 73 UMC Industries, Inc, Te¥ % Foreign stock owner=- Excluded pare:
New York, NY ship is sufficiently of Unidynamic
diversified between St. leouis, PO,
59 citizens of Canada . and Phoenix, /

and 58 other foreign
nationals to preclude
any single foreign: -~
. interest from exert-
ing control on the

Us 8 firm.
May 72 DeBell & Richardson, 10.1 7% 10.1% stock owned by Plastic Enginecering| Active
Inc., Enfield, CT deceased British citi- | and Development

zen. Hartford National
Bank & Trust Company is
. sole executor of estate
g . of deceased British
citizen (Mr Warner) and
has sole authority to
vote stock,

Yay 72 Loomis Cdrporation ?,7.9 % 7.97 stock ovned by Excluded parec

Seattle, WA 4 Canadian firm. 92.1% X of Loomis Elec
of stock 1s held by U.Sk tronics Protec
interest who in turn Inc., Seattle,

owns 1007 6f Canadian

firm which owns 7.97% 61
U.S. firm's stock, thus
211 stock 1is controlled}.
v U.8,




L4ST FOREIGN
OWNERSHIP,
OOXTROL OR
IXFLUEXCE

ACTION

NAME AND LOCATION
OF FAGILITY -

PERCENT
“FOREIGN
OWNED

ACTION TAKEN TO
NULLIFY FOREIGN
OWNERSHIP, CONTROL
OR INFLUENCE

TYPE OF PRODUCT,
PROCESS, DATA OR
SERVICE PROVIDED

FACILITY
CLEARANCE
STATUS

Sep 72

Apr 68

Mar 71

dor 71

Unexcelled,. Inc,
Depew, NY
D
@t 7
7.
P

C‘}’

Aiken Industries,
Inc., New York, NY

-~

Comma Cérporation
Los Angeles, CA

Argus Incorporated
West Columbia, SC

.8 2

Lb

80 %

13.38 %

2.3 %

The 8.8% of stock
held by foreign
interest is widely
diversified (69
owners in 12 coun-
tries) with the
largest single amount
(2.8%) hteld by the
Bank of Bermuda,

An Ecuadorian Cor-
poration which is:
80% owned by U.S.
citizens in turn
cwns 80% of U.S.
firm. U.S. £ietm
established execu-
tive committee com-
prised of three
Directors with full
authority on all
classified matters,

13.38% of U.S. flrm's
stock is owned by 8
Canadian shareholders,
non of whom owns more
than 3.30% of stock.
No single foreign own-
ership enough to exert
control, . -

Voting trust agreement
established to isolate
U.S. firm from Italian

Manufacture Elec-
tronic Equipment

Computer Repair
and Maintenance

Terminated

Active

Active
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NAME AND 1IOCATION
OF FACILITY

PERCENT
FOREIGN
OWNED

ACTION TAKEN TQ
4NULLIFY FOREIGN
OWNERSEIP, CONTROL
QR INFLUENCE

TYPE OF PRODUCT,
PROCESS, DATA OR
SERVICE PROVIDLD

FACILITY
CLEARANCE
STATUS

¥ »
e

20

~

72
D
"
~!
N

tn
W
BY)
~J
-t

(o
I\
‘
’

~I

.—-l

Mar 71

<\ Lig)
,4"g 4
(.,-
,g%
e
North American

Philips, New York, -
NY

InfcDyne, Inc,
Arlington, VA

FORMERLY: The J. D,
Xettelle Corporation

Icore Electro-Plastics
Inc., Santa Clara, CA

[

63

13

6.2

17,2

%

%

%

%

stock owners, thus
aullifying foreign
sontrol,

.8, Philips trust
created in 1941 to
isolate the 637% stock
neld by N.V. Philips
(Bolland). File re-
viewed in 1957, 1962,
1971 and is currently
under review due to
recent granting of
money by Dutch parent
to purchase Magnavox
Company.

13% owned by British
gitlzen. U.5, firm
controls 74,77, U.S.
firm considered to have
adequate stock to off-
set foreign control,

5.2% 1s divided among

three foreign countries
anone of whom are consid
ared to be in a
to control U.,S. firm,

The 17.27 owned by
British firm, Irrevo-
cable proxy obtained fr

3ritish controlling fir}

l

1

positiopn

Manufacturing of
Electronic Compo-
nents and Appliancesg

QOperations Research
{(Mathematics)

Active

Terminated

Active

Terminated

-
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NAME AND IOCATION
OF FACILITY

PERCENT
FOREICGN

OWNED

ACTION TAKEN TO
NULLIFY FOREIGN
OWNERSHIP, CONTROL
OR INFLUENCE

TYPE OF PRODUCT,
PROCESS, DATA OR
SERVICE PROVIDED

FACILITY
CLEARANCE
STATUS

Aug 71

Oct 70

Inc., Newark, NJ

_Morristown, NJ

Liquidonics Industries
Inc., Plainsview, NY

American Metal Climax,
Inc., New York, NY

-

Schlumberger Technolo-
gy Corp., New York, Nﬁ
and Weston Instrument,

Allied Chemical Corp.

o

:

9.9

11.8

100

10.67

%

%

%

A

control U.S, firm,

numing the President
and Secretary of Icore
as agents of proxy.

9,9% owned by Swiss
investment company
which operates as a
mutual fund organiza-
tZion that holds stocks
for growth potential,
not for exercising own-
ership perogatives,

11.8% of stock divided
between two British

and one Canadian invest
ment firms, none of whi
are considered enough t

Voting trust establishe
to isolate the 100% sto
ownership by Schlumberg
Limited, a Netherlands
Antilles Corporation.
Case was subject of a
favorable determination
in 1957-1961 by Navy,
and reviewed in 1967,
1970.

9,72% of stock held by

Mining and Refin-
ing Research

=

ch
o]

(ST

v
Lo}

Research and Develf

Belgulm firm 4hich is

Sl S

epment of Chemicalj

Terminated

Active-

Excluded parent
of Weston Instr
ment, Inc., New
NJ

Active
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LD 1 TURLLLN

OWNERSEIP,

CONTROL OR
NFLUENCE

ACTICN

NAME AND IOCATION
OF FACILITY

PERCENT
FOREICGN
OWNED

ACTION TAKEN TO
WLLIFY FOREIGN
OWNERSHIP, CONTROL
OR INFLUENCE

~4

LTAY

L

A g

Jan 70

(S

May 70

et

Griffin Industries,
Inc., Miami, FL

Ine.
ille, NY

Ground/Data Corp.
Ft. Lauderdale, FL

8.45 %

25.2 %

71.50 7%

a N.Y. brokerage firm.
«95% of stock diversi-
fied among other
foreign countries, none
of which are considered
to be in a position to
control U.S. firm,

8% of voting stock of
U.S. firm owned by
Montreal Trust Co.;
.457. owned by Canadian
nd English citizens an
cne Mexican. No singld
foreign cwner of stock
is considered in a posi
tion to coatrol U.S.
firm.

Voting stock trust
appointing a U,S.
citizen as trustee
established to control
the 25.2% of stock
owned by a Netherlands
Antilles Corp, and a
Canadian company,

7.507 of stock owner-
ship is divided betweeJ
two countries (U.K, -
.0045%, F.R.G. - 7.50%]
627 of stock ovmed by
Board of Directors of |

1. S.‘_"{'-T b 1Y
f

Manufacture of
Photographic

Instrumentation -

and Electronic -
Systems

Terminated

Active

Terminated -
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NAME AND IOCATION
OF FACILITY

PERCENT
FOREIGN
OWNED

PERSONBIRN S TCE e BN

A TN

- NY 52 '
A LAEIN

LSRR LA 0
KULLIFY FOREIGN
: CONTROL

e VSO B

TYPE OF PRODUCT,
PROCESS, DATA OR
SERVICE PROVIDZD

Lo
=

'\,.)

L~

- o, ——

Xov 701

sul 70

Xov 70

Pall Corporation
Glen Cove, NY

<o

\"‘) o

Pneumafil Corporatiocn
Chariotte, NC

Rolm Corporation
Cupertine, CA

"Hovermarine Corp.

Pittsburg, PA

i
45

FRF o
P

Tcch

n

C

P}
~
O
g}
'

FORM
.
t

tat

S |
0

. -
4 e
e

T
O

)
|
-
>

-

11.2 %

LI8AN
)
A

39

60 %

15.4 7

12,21 %

6.8% of stock is

owned by a Canadian
company. 4.4% owned
by numerous foreign
countries. - No foreign
source is considered

to be in a position

to control the U.S.
£irm,

All foreign-owned
shares are in an
irrevocahle trust
with two U.S. citi-
zens as executors,

15.4% held by a
Papama cempany -
remainder percentage
of stock 1s U.S.
owned, mcstly by
management of U,S.
firm,

12.21% owned by 4
diverse U.K. firms.
Directors, officers
and employces of U.S.

Manufacture Filters
and Enviromental
Products

Research and Devel-
opment Electro-Cptic

Manufacturing of
Ships

5

e

Active

Active

ctive

Terminated



DATE OF
LAST FOREIGN
CWRERSHIP, ACTION TAKEN TO
CORTROL OF PERCENT NULLIFY FOREIGN TYPE OF PRODUCT, FACILITY
INFLUENCE NAME AND IOCATION "FOREIGN OWNERSEIP, CONTROL PRCCESS, DATA OR CLEARANCE
O ACTION OF FACILITY WNED OR INFLUENCE SERVICE PROVIDED STATUS
10 Apr 68 Warnecke Electron 12 % 11% of stock owned Manufacture Elec- Active
Tubes, Inc., Des by a French firm, tronic Tubes
Plaines, IL e e 89% is owned by a
, ad “5ﬁ’ cleared U.S. firm
'y " which votes the
ég stock as a block,
\e thus nullifying the
Lty ibility of forei
C\J30_J possibility of foreign
control,
+1 Mar 68 Arcos Corporation 100 % Voting trust executed R&D Electrical Active
Philacdelphia, PA - by Belgian firm which |Welding
transfers 100% of stock
to U.S. citizens with
full authority.
2 Apr €8 Rird Johnson, Co. 100 . % Voting trust establish-f Manufacture Marine | Active
Wwalpole, MA ed to isolate U.S. Hardware
firm from Swedish
owned parent (A, John-
i son and Co,, New York,
NY).
3 Feb 67 Cecil H. Wrightson 12 i Family corporation, Graphic Arts Active
" Inc., DBA/Wrightson Mr Cecil Wrightson
Typographers, Boston, (U.S.) owns principle
MA stock, Mr Wrightsen's
" brother and two sisters
(U.K.) own 12%.
Jun 67 Magnetic QOntrols Co. 18.90 % 18.907% of stock owned | Manufacturing of Active
Minneapolis, MN by a Hong Kong company.} Temperature Control
U Three U.S. citizens haviz and Communications
 FPSUFRIS (CPRNCERI SR . - >



AL A VA
LAST FOREIGN
OUNIRSHIP,

ACTION TAKEN TO

FACILITY

Corp., Miami, FL

national of Cuba, All

foreign owned stock
placed in trust with
v.8. eitizen,

ORTROL OR ; PERCENT NULLIFY FORRIGN TYPE OF PRODUCT,
INFIUENCE NAME AND IOCATION FOREIGN OWNERSHIP, CONTROL PRCCESS, DATA OR CLEARARCE
ACTION OF FACILITY OWNED OR INFLUENCE SERVICE PROVIDED STATUS
o L'32\\
he = cover the 13,907
- ~ .
o foreign ownad stock,
&
L
Jun 66 Mark Hurd Aerial 13.9387% 13,9387 of stock Graphic Arts (Topo-{ Active
Surveys, Inc., owned by a Mexican graphical)
Minneapolis, MN nationail, Company
by-laws eamended to
require Directors
to be U.S. citizens,
" Feb 66 Monotype Composition 30 % 30% of stock owned by Terminated



TACILITIE

Information is Considered Privileged and is Protected from Public Disclosure by 5 USC 552
ZS CLEARANCES NOT CONTINUZD OR GRANTED DUE. TO FOREIGN CWNERSHIP, CONTROL OR INFLUENCES

Ay L ANU D

(b) (lb

iV

o

ATE ; FERCENT
OF o Lee OF 0
1AST & " FORZICGN REASON FOR DISCONTINUANCE OF
ACTION NAMEQQ CWNERSIlIP FACILITY PROCESSING ACTIONW T§i
\\'?“'H-aa - ‘J&i

22 Jul 70

S Oct 70

'—‘
)
Q
O

tr
~i
N

17 Apr 72

28 Nov 72

B&X Instruments, Inc,
Cleveland, OH

OCRA, 1Inc,
Cambridge, MA.

U.S. Time (Timex)
Bridgeport, CT

Interdata, Inc.
Oceanport, NJ

Howmet Corp.
Greenwich, CT

Shell 01l Co,
Houston, TX

United Grephics, Inc,
Seattle, WA k

0 %
v - .
33 %
17 %
56 %
69 %
85 %

Procurement need lapsed. Action to clear

discontinued on 24 Sep €8,

Clearance action discontinued on 19 Jun 70

at request of the facility,

Clearance terminated at request of management.
Facility elected not to establish a voting
trust to isolate their foreign owned stock.

Action to clear the firm was discc
.on 16 Apr 71 at request of management,

inved

Clearance terminated on 2 Oct 72 when procure-

ment need could not be justified,

hell 01l indicated a voting trust was not
fcasible vhen the facility was found to be

under foreign ownership and control,
- elected to utilize them under para 2-204, ISR.

AF

Tacility clearance was administratively
terminated on 17 Nov 72. Facility elected
not to be processed for a Canadian Reciproczl

Clearance or establish a voting trust,




Information is considered Privileged and is Protected

om Public Disclosure by 5WUSC 552 (b) (4) T

; TACTIL.ITIZS CILEARANCES K0T CONTINUED OR CGRANTED £ T0 FOREIGN OWNERSHIP. CONTROL OR iINFLUZNCE .
\:\s Wi‘;.“ u =
X" L
DATE o %. | PERCENT
i~ o4
OF o <} OF
IAST ) ’2& FOREIGN REASON FOR DISCONTINUAXNCE OF
O, ACTION NAME 79 OWRERSHIP FACILITY PROCESSING ACTION
8 6 Tedb 73 Delaval Separator Co, 100 % Facility clearance was administratively
Poughkeepsie, NY bE i terminated on 6 Feb 73 when & procurement
need no longer existed.
9 12 Cct 73 Dynamic Communications] .36.8 % Action to clear the firm was discontinued
Rivera Beach, FL 24 May 73. 1Management elected not to
esteblish a voting trust, 3
& Fed 73 L.I28. Ine, 100 % Dutch parent of U.S. firm weculd not endorse
Ozkland, CA a voting trust to isolate their stock owner-
' ship.
z5 Jul 73 Stouffer Corp,. 100 % Swiss parent,of U.S. firm would not endorse
Cleveland, OH a voting trust, Clearance terminated when
Navy advised clearence was not needed,
-4 17 2ug 73 Sigmatron, Inec, 100 7 i Clearance terminated on 16 Aug 73 when
Santa EBarbara, CA issue of a voting trust agreement could not
be resolved,
15 Jun 73 Caulin Corp, 100 % British parent did not endorse a voting trus:t
Everett, MA ; and the Iavy elected not to request 2 U.K.
Reciprocal Clearance for U.S. firm in licu oZ
a voting trust to isolate U.S. firm from U.:.
53 Deec 73 Graphtek Corp, 2.6 2 U.S. facility elected not to estzblish a wctl
Fhcenix, AZ trust to isolate foreign ownership and requcs
g Kl il withdrar<al from the Defense Industrial Sccur:
- Permma- - -
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December 5, 1974

Honorable James Schlesinger
Secretary of Defense
Department of Defense
Washington, D. C.

Dear Mr. Secretary:

On gunday, December 1st, the Washington POST carried a story on
a proposed attempt by foreign investors to purchase a substantial block
of common stock in the Lockheed Corporation. The proposed purchase would

have been of such a magnitude as to constitute a controlling interest in
that firm.

According to one version reported in the POST, the in1t1a1 offer was
accepted and then subsequently rejected. It was further reported that
the foreign investors suspected that the United States Government vetced
the bid although there was no evidence to support such a suspicion.

Without prejudging the accuracy of the ariticle, I have developed some
misgivings over foreign investments in American firms involved in national
security activities and the Administration's policies with respect to such
“investments - or proposed investments. Our policy has been to permit foreign
investment in the United States with the exception of a few areas traditionally
reserved for domestic control and investment and to extend to such foreign
investment - once made - "national treatment". I have supported and still
support that policy. I believe in the need to maintain an open world economy.

Enactment of unnecessary restrictions would seriously undermine free trade and
the free flow of capital.

Nevertheless, I believe that it would be advisable if the policy with respect
to foreign investment in American companies with a large or important stake
in defense work were clarified. Therefore, I would appreciate your response

to several questions which I have prepared about the news story and about the
Defense Department's policy in general.

15321
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December 5,

—

1.

9.

]O.

1.

1974 '- ‘

Is the Deparhmgnt of Defense able to confirm the report
that an offer for a controlling interest in Lockheed was
in fact made by Arab investors?

Is the Department able to confirm the claim that Lockheed
rejected the offer in the manner described in the POST article?

If such an offer was made, was the Department advised of it?

At what point in the negotiations was the Department told of
the offer and rejection?

Is the Department aware of any companies engaged in significant
defense activities in which foreign investors have a controlling
interest (10 per cent or more of the voting stock)? If the
answer is yes, please list them. (The term "significant" is
intended to mean significant in volume or in importance because
of the type of product, process, data, or service provided).

Does the Department of Defense know of any other bids for control
(as defined above) of any such firms described above?

If such offers for control are made, does the Department require
this information to be forwarded to the Department? If not, why

- not? If yes, at what point during the negotiation would this
~information have to be provided to the Department?

Please 1list existing reporting requirements - laws, rules,
regulations or other procedures - maintained by the Department

as to the identity, location, and nationality of the foreign
investors and the nature of the investment in companies engaged

in significant defense work. In replying to this question, please
cite the precise legal basis for the requirements.

Please Tist all enforcement powers which exist to ensure comp.lance
with the Department's data collection. -
To your knowledge, have the disclosure and reporting requirements
been effective or ineffective? Have the enforcement powers to
require disclosure ever been used, and if so, in your opinion
have they been sufficient to secure the necessary disclosure?

To what extent has the information collected been made avai]abde
to the public and to the Congress?

Are there any gaps in the scope or coverage of reporting and
disclosure? If so, in your opinion, what are they?
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Page 3

December 5,

12.

13.

14.

15.

16.

1974

Al

Are there any factors such as foreign laws, use of foreign or
domestic nominees, etc. which make it difficult or impossible

to obtain information as to the identity, location, and nationa-
lity of the investors and the nature of the ,investment?

In your view, is any additional legislative authority needed to
improve the data collection and disclosure program administered
by the Department of Defense? If the answer is yes, please list
your suggestions. -

Can any changes or improvements be made administratively without
further legislation? If so, please list your suggestions.

Please Tist.any laws which restrict or otherwise limit foreign
investment in businesses engaged in de.ense work or in defense-

related industries.

Has the Department of Defense encountered any special problems

- with foreign government investors or fore1gn goverment-controiled

investors?

Your cooperétion in responding to this inquiry is greatly appreciated.

DKI:elf =

Sincerely, yours,
ol

“»- FOR)

d\ .

\\‘\ DANIEL K. INOUYE, Cha1rman
éf ' Foreign Commerce and Tourism
s = _ Subcommittee

< \\-—,—f} ﬂ
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INTERMATIONAL | In reply
EECURITY AFFAIRS Refer to: I-11268/74

Senator Daniel K. Inouye
Chairman, Foreign Commerce and

- FOp,
Tourism Subcommittee .

3

) \

o~ (;\

Comnittee on Commerce L o

Washington, D. C. 20510 \% gf
*

Dear Senator Inouye:

Reference is made to your letter of 5 December 1974 in which
you asked about various aspects of the Defense Department's
policy towards foreign investments in defense industries.
Enclosure (1) outlines the general Defense Industrial Security
Program thrust and implementation. :

In connection with our response tc your Question No. 4. your a
tention is invited to the enclosed Lists No. 2, "Facility Cle=z
ances Granted Where Foreign Ownership Control or Influence
Factor" and No. 3, "Facility Clearance not Granted or not C
inued Due to Foreign Ownership Control or Influence." Th
lists have not been released to the public. Information
tained therein has been received by the Government in coni
since as a general rule the contracter considered the inf
to ke "privileged." In this connection we would like to
out that the Freedom of Information Act, Title 5, USC 552
(b) (4) specifically exempts commercial or financial infor- .
mation obtained from a person from the general disclosure
requirement.
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As requested I am providing you the following additional
responses to your specific ingquiries:

Question 1l: "Is the Department of Defense able to con-
firm the report that an offer for a controlling interest
in Lockheed was in fact made by Arab investors?"

Response: The Department of Defense has no information
other than what has appeared in the news media.

Question 2: "Is the Department able to confirm the claim
that Lockheed rejected the offer in the ranner described . --.
in the POST article? & o




Response: The Department of Defense is not familiar with
the action taken by Lockheed or the relationship described
in the POST article.

Question 3: "If such an offer was made, was the Department
advised of it? At what point in the negotlatlons was the
Department told of the offer and rejection?"

Response: The Department of Defense has received no /% Fop
information of the reported offer and rejection. %ﬁ
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Question 4: "Is the Department aware of any companies o
p

engaged in significant defense activities in which foreign
investors have a controlling interest (10 percent or more

of the voting stock)? If the answer is yes, please list

them. (The term "significant" is intended to mean significant
in volume or in importance because of the type of product,
process, data, or service provided.

Response: Fnclosure (2) is a listing of all facilities

for which the DoD has made a determination, as provided

for in paragraph 2-203b of the Industrial Security Regu-
lation(DoD 5220.22-R) as to their eligibility for a facility
security clearance based on 6% or more foreign ownership of
their voting stock. The listing also gives the rationale
as to why a favorable determinaticn was made and their cur-
rent status. Enclosure (3) provides a separate listing of
facilities whose security clearance was either not granted
or discontinued while keing adjudicated after reporting 6%
or more foreign ownership of their voting stock along with
the reason why.

Question 5: "Does the Department of Defense know of any :
-other bids for control (as defined above) of any such firms
described above?"

Response: Under the Defense Industrial Security Program
preliminary reports have been received from field components
that Magnavox and Occidental Petroleum have experienced
acquisitions of their stock by foreign investors. Both
cases are now under review.

Question 6: "If such offers for control are made, does
the Department require this information to be forwarded to
the Department? If not, why not? If yes, at what point
during the negotiation would this information have to be
provided to the Department?"




Response: Under the Defense Industrial Security Program
cleared Defense contractors are required to report when

such offers become accepted and as a result a change in
ownership occcurred to an extent that control of a corporation
was affected. Furthermore, should foreign interests own or
become owners of 6% or more of the corporation's voting stock,
we are furnished a report of such changed conditions in
accordance with paragraph 6a(4) of the Industrial Security
Manual for Safeguarding Classified Information(DoD 5220.22-M),
together with a revised Certificate Pertaining to Foreign
Affiliation (DD Form 44ls).

Question 7: "Please list existing reporting requirements -
laws, rules, regulations or other procedures - maintained

by the Department as to the identity, location, and nationality
of the foreign investors and the nature of the investment in
companies engaged in significant defense work. . In replying

to this question, please cite the precise legal basis for the
requirement."

Response: The only reporting requirements are established

under the Defense Industrial Security Program. These re- % Fop

porting requirements are contained in the DD Form 441s(Cer- ;? 0(
tificate Pertaining to Foreign Affiliation), which the o -
contractor is required to execute pursuant to paragraph 2la’\e g
of the Industrial Security Manual for Safeguarding Clas- »

sified Information (DoD 5220.22-M). ASPR 7-104.12 (Mil-
itary Security Requirements) requires the contractor to
comply with the terms of the Security Agreement (DD Form 441)
including the Industrial Security Manual which is attached
to it and made a part, thereof, thus affording a contractual
basis for the reporting requirement. '

Question 8: "Please list all enforcement powers which exist
to ensure compliance with the Department's data collection.™” v

Response: Under the Defense Industrial Security Program a
contractor's failure to furnish information pertaining to
foreign ownership of stock may result in the denial or rev-
ocation of a facility security clearance. Misrepresentation
of the extent of foreign ownership may result in a fine or
imprisonment or both (18 USC 1001).

Question 9: "To your knowledge, have the disclosure and
reporting requirements been effective or ineffective?

Have the enforcement powers to require disclosure ever been
used, and if so, in your opinion have they been sufficient
- to secure the necessary disclosure?"




Response: The disclosure and reporting reguirements con-
tained i1n the Defense Industrial Security Program have been
accepted by participating.contractors and are considered
effective. No defense contractor's security clearance has
been terminated for failure to report percent of foreign
ownership, however, failure to report percent of foreign
ownership or change thereto, could result in termination of
a- Defernge contractor's facility clearance. »
Question 10: "To what extent has the information collected
been made available to the public and to the Congress?"

Response: We have no knowledge of such information being
mace available to the public or to the Congress.

Question 11: "Are there any gaps in the scope or coverage

of reporting and disclosure? If so, in your opinion, what 7

are they?" ! [gﬁ;—m}a
f <

Response: No gaps have been identified in the scope or (:

Fyann

coverage of reporting under the Defense Industrial Se-
curity Program.
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Question 12: "Are there any factors such as foreign laws, use

of foreign or domestic nominees, etc., which make it difficult

-or impossible to obtain information as to the identity, locaticn,
and nationality of the investors and the nature of the investment?

Response: We are not aware of any foreign laws that restrict
disclosure of stock ownership as recorded on the books of United
States corpcrations. However, corporate stock may be held by a
domestic nominee under a private agreement with a non-U.S. cit-
izen which may make it extremely difficult to ascertain whether
the voting stock is, in fact, owned or controlled by non-U.S.
citizens. Further, since stock can be held in any name and the
records of the stock transfer agent need only show residence, not
citizenship, a non-U.S. citizen can be a resident and his citizen-
ship unknown. In most cases, U.S. firms are able to determine
when foreign interests have a significant amount of their stock
because they would be aware of any holding that could affect
control over their firm by electicn of a director to their Board.

Question 13: "In your view, is any additiocnal legislative
authority needed to improve the data collection and disclos-
ure program administered by the Department of Defense? If
the answer is yes, please list your suggestion."

Response: The present method of obtaining information on
percent of foreign ownership of Defense contractors'
participation in the Defense Industrial Security Program is
considered adequate. As you know, the recently enacted
legislation which was sponsored by you and Congressman

-



Culver (PL 93-479) requires the Commerce and Treasury De
ments, as part of their overall review, to study the ad
of information, disclosure and reporting reguirements,
to recommend means whereby information on foreign inves
cdan be kept current. Moreover, the Office of Management
Budget (OMB) and the Council on International Economic Do
(CIEP) are conducting an Interagency review of reportin
guirements. This study will be supplied to the Congresa
mid-February. Upon completion of the foregoing, we will
in a better position to cetermine if any further 1eclsla:
recommendations are necessary.
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Question 14: "Can any changes or improvements be made aé iinis~
ist

tratively without further legislation? If so, please 1i
suggestions."

Response: Yes, even though present procedures are ccnsicdered
adequate it may be desirable to require prior notificaticn of
acquisition by a foreign investor of an interest in a US
fense manufacturer. For example, companies with classiZ:
contracts might be required to notify DoD whenever negot
for the purchase of company owned stock with a signfican
(e.g. 6% or more ownership) foreign investor commence.

matter will be further assessed in light of the findingcs
the studies mentioned in response to Question 13, abkove.
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Question 15: "Please list any laws which restrict or cther-
wise limit foreign investment in businesses engaged in ceZense
work or in defense-related industries."

0
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Response: We are not aware of any legislative basis whi
restricts foreign investments in defense industries. 2

1()?‘%‘
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though the industrial security regulations discussed akt
do not directly prohibit foreign investment in the defs
sector, they do act as an indirect prohibition on forei
acquision of any firm that does classified work with the
government in that such acquisition could cause the £firm to
lose its classified government business. In addition,
the President has certain emergency powers which can t
to prevent abuse by any investor of his contro] of a defer
related firm -- e. g. power to require priority performance
defense contracts in certain circumstances and broad powers
under the Trading with the Enemy Act if @ national emercency
exists. 1In order to give the President added flexibility to
protect national security in situations falling short of z
declared emergency or war, you might want to consider krczacd
ing the case by case authority. For example, the Presicen
might be given authority to make a deterriination(based con
national security grounds) to require that a specific £irm
should have ownership and control (e.g. voting rights) sep-
arated from management of the firm. (e.g. through establish-
ment of a trust device). Alternatively, the President's
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power to act under the Trading with the Fnemy Act might ke
made independent of the existence of a legal "state of emer-
gency" and dependent only on his ad hoc determinaticn that
regulation of a particular foreign investment was required in

the interest of our national security.

I trust the information furnished you will be of assistance
in your deliberations. If I can be of any further help in

this matter, do not hesitate to call upon me.

Sincerely yours, [f——\\\
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EFENSE INDUSTRIAL SECURITY PROGRAM

o

Forcipgn Owneixship, Control and Influence Policy

As part of the Defense Industrial Security Program, the Department of
Dafense has established policies concerning foreign ownership, control,
and influence in U.S. industry. The policy relates only to those U.S,
companies who perform on classified contracts. A classified contract

is deflined as one the negotiation or performance of which will nccessi=
tate the contractor or his employees to have access to classified in=-
formation. As a coundition precedent to the award of a classified con=
tract the contractor must be issued a facility security clearance. This
is done as part of the Defense Industrial Security Program. Currently,
there arc approximately 11,500 clecared contractors or facilities par=-
ticipating in the program, and they employ approximately 1.2 million
people who have been issued personnel security clearances. The DoD In-
dustrial Security Program is administered by the Deputy Director, Countract
Administration Services, Defense Supply Agency. Within the Defense Supply
Agency there are cecleven Regional Oiffices which have been delegated the
responsibility for the security supervision and inspection of these 11,500
contracitors., Overall, responsibility for policy development is vested

in the Assistant Secretary of Defense (Comptroller) through the Deputy
Assistant Secretary of Defense (Security Policy).

It should be pointed out that the Department of Defense pursuant to
authority enunciated in Executive Order 10865 administers the Industrial
Security Program, not only as it pertains to all Department of Deiense
classified contracts, but also on behalf of 14 other Departments and
Agencics of Government. They are listed in Enclosure 1. Mention is made
of these User Agencies because the foreign owmnership, control, and in=-
fluence policies and decisions affect not only DoD contractors, but also
the contractors of these other Departments and_Agencies of Government.

Since the inception of the Industrial Security Program within the De=-
partment of Defense in 1950, there has been a recognition of the necd
to insure those contractors who are entrusted with U.S. classified in-
formation are not subject to foreign ownership, control, or influence.
This policy, which has been essentially unchanged since 1950, provides
that facility clecarances may be granted only to contractors organized and
existing under the laws of any of the States or Puerto Rico, and that
facilities which are determined to be under foreign ownership, control
or influcnce are not ecligible for a facility clearance. This policy is
expressed in Section II, Part 2, Industrial Security Regulation (DoD
5220,22R).
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The standavd which is applied for determining the existence of foreign
ownership is:
g i e
“a facility will be considered to be under foreign ownership, f{fk'Fofa
control or influence when the degree of ownership, control or;:?
influence from a foreign source is such that a reasonable =

\@
basis exists for concluding that compromise of classified in=-
formation may result," i

There is an exception to this geaneral rule. Pursuant to bilateral agree=
ments, facilities winich are under United Kingdom or Canadian ownership,
control or influence may be cleared. These clearances are based on a
security assurance oun the foreign parent or owner from the government

of Canada or the United Kingdom, as appropriate. These facility clear=-
ances are limited to the extent that classified information not relecas=
able to the United Kingdom or Canada is likewise not recleasable to facil=-
ities with United Kingdom or Canadian reciprocal facility clearances.

¥gin
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The reason for this foreign ownership policy is quite siwmple. The In=-
dustrial Security Program is based on an agreement between the Depart=-
ment of Defense and the top managcment of the company to safeguard
classified information in accordance with the Industrial Security Manual
for Safeguarding Classified Information (DoD 5220.22M). If the top
management of the company consists of a foreign entity or is under the in=-
fluence or control oi a foreign entity, it would not be reasonable to
_entrust them with classified information which is not releasable to
“their foreign principal or owner. As a minimum, it would establish an
untenable conflict of interest. As a maximum, it would be entrusting
classified information with those who national policy has dictated
should not have it == for example, the foreign government, itself.

The inquiry to establish whether oxr not there are elements of foreign
ownership, control or influence begins as part of the.initial survey
which is conducted as the first step in processing a company for a facil=-
ity security clearance. The policy is explained and the company is asked
to furnish information relating to foreign owanership, control or influence.
To facilitate this factfinding, a form entitled "Certificate Pertaining
to Foreign Aifiliation'" DD Form 44ls was developed in 1959. This form,

a copy of which is attached as Enclosure 2, asks the contractor to

answer relevant questions with respect to foreign ownersiip, control and
influence. Wherever the contractor indicates an affirmative answer, he
is required to provide an explanation. Subscquent to the filing of

this fona with the DoD Cognizaunt Sccurity Officer, the contractor is re=
quired to report any significant change in the inforwation ox answers
previously provided. This requirement is set forth in paragraphs 6a(4) (i)
and 21 of the Industrial Security Manual for Safeguarding Classificd In=-
formation (DoD 5220.224). From this it can be seen thalb primary source
of forecign owanership, control and influence information is from the
contractor itseli.,
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The wore comnon {oreign ownersiiip, control or influence elements are
outlined in Enclosure 3. Incoume from foreign sources is far and away
the largest single factor. Income from foreign sources is expressed
and analyzed in terms of a percentage of gross income. With respect

to ownersihip, 0% is the genmeral threshhold. Where less than 6% of the
stock is foreign neld, it gencially will not be significant in terms of
foreign influence. When the percentage exceeds 6%, then it may be a
factor in influence aund control. Tor exawmple, in a very widely held
corporation, a foreign owner controlling 6% of the voting stock may be
in a position to exercise significant control. On the other hand, in

a closcly held corporation an amount considerably in excess of 6% may not
be significant in terms of control oi the corporation.

Interlocking dircctors standing alone will generally not be indicative
of a problem. On the other hand, interlocking directors coupled with
ownership by a foreign principal who appoints such directors may well
be significant in terms of corporate control.
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Licensing, patent, or trade secret agreements must be carefully re-
viewed to insure that they would not form a basis for intentional or \\\x..—E
inadvertent unauthorized disclosure of classified information.

Finally, with respect to foreign indebtedness, the debt must be re=-
V1ewc0 in terms of its percc*“age of corporate assets and also in terms
cocllateral that might pledged.

Because of the complexity and significance of foreign ownership, control
or influence decisions the authority to make these decisions has always
been held to a high level within the Department of Defense. Prior to

1965, the decision had to be made at the Secretarial level of the Mili-
tary Departments., Since 1965, when Industrial Sccurity was consolidated
in DSA, the authority was specifically delegated to the Deputy Director

of DSA for Contract Administration Services (DD/CAS). There are cer-

tain further delegations to region commanders which are set forth in
Enclosure 4, These are strictly interpretcd and whenever there is a doubt,
the case is forwarded to DDCAS for decision,

Whenever there is significant evidence of foreign ownership, control or
influence, the case is discussed in detail with thg contractor and its
counsel. If it appears that an adverse decision is indicated, the con=
tractor is informed and advice and guidance is provided as to actions
that the contractor might take to isolate or nullify this foreign owner=
ship. Where there is a significant degree of foreign ownership, a voting
trust agrecement is generally suggested as a wmeans of isolating this for-
eign owner. The voting trust which normally will consist of three dis=
interested individuals can be used to transfer legal title from a foreign
‘owneyr to trustees who are U.S. citizens. The foreign owner becomes then
simply a beneficiary. In order for such an arrangement to be approved,
the foreign owner must agree to relinquish all the mormal prerogatives of
managemnent, The trust must be de facto as well as de jura. TIn other words,
the U,S. trustees must assume reponsibility for wanagowent and control
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of the corporation, thereby isolating the foreign owner from the cleared
U.S. facility. If there are interlocking directors, the interlocking
directors must resiygn, because otherwvise they would circumvent the trust
agrecment.  When a contractor establisbes such a trust, it is generally
possible for DA to issue or coutinue the faciliiy security clearance.

In making the clearance determination in foreign ownership, control or
influence cases, DSA will generally analyze three primary channels for
corporate contcol. They are ownership, management and technical common=
ality of interecst. Owmership is obvious. When a foreign entity owns a
significant portion of a compauy, he has the ability to influence or
control, Generally speaking, this owmership will be manifest by the
appointment of directors ox officers. This constitutes the second, or
management avenue, of countrol. If dircctors or officers are appointed

-
A3
- 4
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©
by a foreign owner, then, of course, coatrol and influence must be pre= \\\\‘m

sumed. The third chanunel for potential control and influence relates

to technical commonality of interest. If a foreign parent and U.S. sub=-
sidiary are engaged in the same general types of puvrsuit, or technical
areas, there will be exchange and possibly dependence or interdependence

in technical areas, and this situation may result in influence or control.

It also establishes the possibility for a conflict of interest. On the
other hand, when the foreign owner is strictly a financial institution
and the U.S. subsidiary is involved in electronics, for example, there
is no technical comnonality of interest so this avenue would not be a
potential source of difficulty in such a case.

To conclude, it should be pointed out that in the vast majority of cases
foreign ownership is not a significant problem. Between 1968 and Novem=
5. ber 1974 there were a total of 682 foreign ownership, control or in=
fluence cases resolved at Headquarters, DSA. In most of these cases
the ultimate decision is made to issue the facility clearance., 1In a
small percentage it is necessary for the contractor to establish a trust
before a favorable decision can be made. Some ceuupanies, albeit few
in nunber, elect to not enter the classified procurement field, because

their foreign owners choose not to relinquish the prerogatives of manage=

ment, There have been very few adverse decisions.

Mention should also be made of the "utilization eof facilities" policy

set forth in paragraph 2-204, Industrial Security Regulation (DoD 5220.22R).

Under this policy, a classified contract can be awarded even though the
company is not cleared under the Dol Industrial Security Program. The
advantage of this procedure is that it enables th: Government to take
advantage of the company's cxpertise, while, at the sawe time, not per=
mitting the cowpany to compete for other classified work which could be
performed equally well by other U,S., contractors.

4 Inclosures:
1. List of liser Agencics (In proper ovder)
2. DD Form 44la _
3. Common clements of FOCT (Lrom vupraph)
4, Delegation of authority (from vupraph) (6% wevoership, etc.)

L
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DEPARTMENTS OF

T . i o e e 54

\ o STATE
. TREASURY
« INTERIOR
. AGRICULTURE .
« COMMERCE
. LABOR
. HEALTH, EDUCATION AND WELFARE

. TRANSPORTATION

AGENCIES :
. FEDERAL ENERGY AD{INISTRATION
. GENERAL SERVICES ADMINISTRATION
- ' . NATIONAL AERONAUTICS AND SPACE ADMINISTRATION™
. ENVIRONMENTAL PROTECTION AGENCY
. NATIONAL SCTENCE FOUNDATION

. SMALL BUSINESS ADMINISTRATION
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CERVIFICATE PERTAINING TO FOREIGH AFFILIATION

TYPF O PrONT
ALL ANSWERNS

Form Adpproved
Ludfet Puress “o

PRS2 5 )
H

PENAITY - Feilwo to aisnwr all guostions, or ey misrepreseniation (by covisaton of coencesl~ent, or by miste siing, fa se
pArtial anawers) may serve 83 2 basiy (or denial ol clearance lor eccess (o classilied Department of Dalense informat ime.
dilion, Title |8, United States Codo 10, meies it a crirminal offrnsa, punishadle bv o marimuer of f1va (5) years’ i~yerasr—ant,
410,000 line, or toth, knowinly to make o laise Walement or represeniation lo any Departrwnt or Ag=ncy of Ihs [mited Z's'ne. oe
to eny matter within the jurisdiction of any Dearimant or Agency of the Lnited States.
which Ia knowirgly incorrecl, incomplete oOr misleading in any imporiant particular,

o

in od-

This includes any ataiecmt raze Pe—vin

- o S S

1. Belore classiflied defensc information may be dis-
closed by the Departimert of Defense to controctors, they
must meet certain estabiished secunity stardards. You
arc requested to compiete thus form so that vour eligs
bty for a facility security cievrance for access to clas-
sificd delense information may ve uetetniined.

2. As uscd teiow, the term “foreizn interests’ re-
fets to (8) eny natural person who is not a citizea of

PROVISIONS

U. S. or its possessions, and (¢) any form of b2
enterprise organized of incorporaled under (2s3 20 tea

United States or a state or other jurisciciing of tre | =ite

ed States which is owned ot controiied by a fere:gs 1im
ot foreign national.

3. Compiete all questions on this form. A=swer
each question in either tre “"Yes' or *'NNo' e=. o

if your answer to any guestion is *‘Yes”, so fwi

notional of trhe U. S., () any {orm of husiness enterprise and complete information under *‘Remarks’’,
orgenized under the iaws of any coualsy other than the
. QUESTION b oyes -

« DO FOREIGN INTERESTS OWN €% OR MORE OF YOUR ORGANIZATION'S VOTING $TOCK!

2 1S YOUR ORGANIZATION CRSANIZED IN SUCH A MANNER SO THAT INTERLOCKING CIRECTORATES OR
HOLDING COMPANY ARRANGEMENTS ARE DEING MAINTAINED wiTH FOREIGN INTERESTS!?

AGREEMENTS WITH FOREIGN INTERESTS!

). DOES YOUR CAGANIZATION MAINTAIN AMY LICENSING, PATENT EXCHANGE OR TRADE SECRET 3

4. DOES YOUR ORGANIZATION MAINTAIN ANY TRUST OR PROXY ARRANGEMENTS WITH FOREIGN INTERESTS!

AGREEMENTS WITH FOREIGH INTERESTYS?

.
B. 1S YOUR ORNGANIZATION INVOLVED IN ANY AGENCY, CARTEL, PARTNERSHIP OR JOINT VENTURE 3 i

€. DOES ANY FCREIGN INTERESY CONTROL THE APPOINTMENT ON TENURE OF ANY OF YOUR CIRECTORS, i
OFFICERS OR PRINCIPAL SUPERVISOKY MANAGEMENT PERSONNELT 1

7. 1S ANY FORNEICN INTERESY N A POSITION TO INFLUENCE THE APPOINTMENT OR TENURE OF ANY OF
YOUR DIRECTORS, OF FICERS OR PRINCIPAL SUPERVISORY MANAGECMENT PERSONNEL! i

6. ARE THERE ANY FOREIGN OWNERS, OFFICERS, DIRECTORS CA PRINCIPAL SUPERVISOAY MANAGEMENT
PEASONNEL WHO MAY BE IN A POSITION TO HAVE ACCESS TO CLASSIFIED INFORMATION?

FOREIGN INTERESTS!

9. 13 YOUR FAZILITY CURRCNTLY INDEBTED 7O, OR SUPPORTED FINANCIALLY iX ANY WAY BY, i

'w. ARE THEAL ANY CITI2ENS _O’ FORFIGN COUNTRICS wHO MAY VISIT YOUR FAZ ' ITY(or faciiitian) \N A
CAPACITY #uiCH MAY PERMIT THEM TO MAVE ACCCESS TO CLASSIFIED INFORMEZTIONT

OWNERYWIP, INFLULNCE O CONTAOL!

MAS YOUR FACILITY EVCR BEEN DENIED A FACILITY SECURITY CLEAAANCE DY THE COD ON ANY
CYRCA U. §. GOVFRANUZNTAL ASENCY BUCAUSC IT MAS DECH CONSIDERED YO cL UNDCR FOREIGN

D D ::;.n.n” 4 4‘3 S

RFPLACES CDITICN OF | AR 59 aMIiCH way @f VUSCO.
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.
AERVAnmY (Allach sadiiionsl sneele, il necesaary, iof a Ml delaiied statement)

CERTIFICAYION

ICERTIFY YHAT THE ENTRIES MADE BY ME ABOVE ANE TRUL, COMPLETE, AND CORRECT TO THE BEST OF MY KNOWLECDGE
AND DELIEF AND ARE MADE IN GOOD FAITH,

WITHESS
]
g DATE CERTIFIED .
4 By
CONTRACTOA
NOTE «In cave of corperation, withessee
nel required but ceriifirete balow muel be TiTLE
comp d. Type or print names under all s -
eigneturse,
;. ADCAINS

NOTUH » Cortractor, If a corporatlion, ehould cause the (vilowing certilicate to bs execured under Ite corporste eeal, provided thal (he sarie
olficer sh @il nol exacute LN the ajreerend end INe carlilicnta.

R - s CERVIFICATE

I certify thet 1 am the

of the corporstion named se Contractor harein; thet

who algned this certificate on behall of the Contractor, was then 3

of esid corperation; that said certificate was duly signed fof and in behall of seid corporaticn by suthority of its governing body,
end is within the scope of its corporate powers.

Forporete Seal) IGHATURL AND DATE

T

pro—




MORE COMMON FOCI ELEMENTS

" FOREIGN INCOME

FOREIGN OWNZIRSHIP

INTERLOCKING DIRECTORS

LICENSING AGREEMENTS

- FOREIGN INDZIBTEDNESS



DELEGATION TO REGION COMMANDLRS

LESS THAN 67 OWNERSHIP
INTERLOCKING DIRECTORS
LICENSING AGREEMENTS

FOREIGN INCOME LESS THAN 10% OF GROSS INCOME
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ADLA] E. STEVENSO®H 111, 1L,
WASHINGTON, D.C. 20510
PR FRCDERICK J. LOROAN, STAFF DIRCCTOR . 4 .

MICHALL PERTSCHUK, CHIEF COUNSEL

December 5, 1974

Honorable James Schlesinger

Secretary of Cefense ' , <L
Department of Defense , _ {:JA. <
Washington, D. C. ' (= :

- S 1 o > >/
Dear Mr. Secretary: ; R \\\\_“ij 2

- On Sunday, December 1st, the Hash1ngton POST carried a story on
a proposed atb,mpt by foreign investors to purchase a substantial block
of common stock in the Lockheed Corporation. The proposed purchase wouid
have been of such a magnitude as to constitute a controlling interest in
» that firm.

According to one version reported in the POST, the initial offer wes
accepted and then subsequently rejected. It was further reported that
the foreign investors suspected that the United States Government vetced
the bid although there was no evidence to support such a suspicion.

HWithout pre3udg1ng the accuracy of the ariticle, I have developed som
misgivings over foreign investments in American firms involved in naticnz
security activities and the Administration's policies with respect to such
investments - or proposed irivestments. Our policy has been to permit foreicn

Loy 1 >

investment - once made - "national treatment”. I have supported and stil
support that policy. I believe in the need to maintain an open worid eccnomy.
Enactment of unnecessary restrictions wouid seriously undermine free trace and
the free flow of capital.

icn
cn
4
'

Nevertheless, I believe that it would be advisable if the policy with re
to foreign investment in American companies with a large or important stake
in defense work were clarified. Therefore, I would appreciate your resccnse

to several questicns which I have prepared about the news story and abcut the
Defense Department's policy in general.

15321
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7.

10'

11.

Is the Department of Defense able to confirm the reporf
that an offer for a controlling interest in Lockheed was
in fact made by Arab investors?

Is the Department able to confirm the claim that Lockheed
rejected the offer in the manner described in the POST article?

I1f such an offer was made, was the Department advised of it?
At what point in the negotiations was the Department told of
the offer and rejection?

Is the Department aware of any companies engaged in sicnificant
defense activities in which foreign investors have a controliing
interest (10 per cent or more of the voting stock)? If the
answeris yes, please list them. (The term "significant" is
intendad to mean significant in volume or in importance because
of the type of product, process, data, or service providad).

Does the Department of Defense know of any other bids for contrecl
(as defined above) of any such firms describad above?

If such offers for control are made, does the Departmant reguire
this information to be forwarded to the Departrent? If not, why
not? If yes, at what point during the negotiation would this

-information have to be provided to the Department?

Please list existing reporting requirements - laws, rules,
regulations or other procedures - maintained by the Deoartment
as to the identity, location, and nationality of the fTorsicn
investors and the nature of the investment in ccmpanies enga
in significant defense work. In repiying to this question,
cite the precise legal basis for the requirements.

ced
pieas

(D

Please 1ist all enforcement powers which exist to ensure compiiance
with the Department's data collection. . '

To your knowledce, have the disclosure and reporting recuirements
been effective cr ineffective? Have the enfcrcement powars 7o
require disclosure ever been used, and if so, in your opinicn
have they been sufficient to secure the necessary discicsure?

To what extent has the informaticn collected been made available
to the public and to the Congress?

Are there any gaps in the scope or coverage of reporting and
disclosure? If so, in your opinion, what are they?

A

i
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13.

14.

15.

16.

DKI:elf

T —— g~ v v oy

Are there any factors such as foreign laws, use of foreign or
domestic nominees, etc. which make it difficult or impossible

to obtain information as to the identity, location, and naticna-
lity of the investors and the nature of the investment?

In your view, is any additional legislative authority needed
improve the data collection and disclosure program administer
by the Department of Defense? If the answer is yes, please 1
your suggestions. -

A
U
=
1%

T

Can any changes or improvements be made administratively without
further legislation? If so, please list your suggestions.

Please list any laws which restrict or otherwise 1imit foreicn
investment in businesses engaged in defense work or in defense-
related industries.

Has the Department of Defense encountered any spascial problens
with foreign government investors or foireign goverment-contraiizd
investors? :

-

Your cooperaticn in responding to this inquiry is greatiy appreciated.

Sincerel

DANIEL K. INOUYE, Chairman
Foreign Commerce and Tourism

~ Subcommittee
SRR "
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IYPE QF PRODUCT,
PROGCESS, DATA OR
PROVIDED

to the Public

JL

FACTLISTY
CLESPARCE
STATUS

| Ed

Sep 7%

Internacicnal
Telephone &
Telegraph Coxp.
New York, NY

Addington Labé,
Inc., Sunnyvale,
CA .

16,6 7%

) L‘é‘

o #
& ;>\
pra

11.7 %

dualy regardiess of

The owncrﬁhip Ok
extremely diversified;
of the 222,900 stock-
holders, a total of . -
4,364 are forzign
ratiorals with 704 of
thiis number actually
zesiding in the U.S,
Ko foreign group is
zepresented by more
than 57 of the stock
and no single indivi~

0

natlonality, owns
nore than 1%, Stock=
btolders in Communist
countries receive no
dividends and take no
rart in voting actions/

11.7% of stock owned
ty a Lischtensteln
firm. Officers and
Tirectors of U.S,
{irm control 527 of
ctock and have cxe-
cuted a Doard reso=-
lution to notify
DCA R of change in
tock distribution.
“CNSR, San Frandéilsco,
instructed to make
prercentage of foreign
cwnership special in-
terest during inspec-

t.lons.

Communications

Manufacturing
Microwave '
Components

Active

Active




Facility Clearances Grant
Where FOCT Ts a fTactor.

NAME AND TOCATION
OF FACILITY

d

_ JERCENT
FOREIGN
OWNIED

s O - Gobius b A

ACTITON TAKEN 10

NULLIYY FOREIGN

OWHERSHIP, CONTROL
OR TINFIUENCE :

R IINR I i Sk 5 I T

TYPE OF I'RODUCT,
I'ROCESS, DATA OR
SERVICE PROVIDED

Ay A 4 R (B

FACILITY
CLEARANCE
STATUS

Lo G

“ed 74

“ep 74

lnformatipq Considered Privileged under Title 5 U

Dynalectren Corp,
Washington, D, C,

. Danmont Corp.
Huntsville, AL

The A, B, Esexy Co;
New, Candan, CT

I-T-E Imperial Corp.
Spring ilouse, PA

8.33 %

1 %

6.01 %

Thrce Canadian citi-
zens own the 8.33%

of stock and are asso-..
ciated with U.S. firimns
wholly owned subsidi-
ary, DParcentage of
stock not large cnough
to affecct control,

All officers and dir-
eczors of U.8. firm
are U,$., ¢itizens dnd. .

' caa:isolate foreign--

contrel. . e

Canadian citizens own

157 of stock. Largest

single Cenadian holder
is 1% of stock. 857 .
of stock owned by U,S%
cikizens.

92% of stock ownecd by
four 0,8, citirens

vho are Officers or
Dizeetors of U.S5. Eirm.
Mcxican national's 87
ownershlp of stock
effectively 1solated by
U.S. 927 ownershiip of
stock,

European Investwent Co.
ovms 6.017% stock, which
resulted in a foreign

national being clected

tiesile Mainten=--
ance and Opecrations

> LI
/(SEB BN,
<

1
/ »
-,

f
\ o
%

Y39

Maaufacture Hydrau-
lic load Cells
Weighing Equipmeat

Manufacturing Elec-
trical Equipment

Active

Excluded parent
of Astro-Spcce -

Lavoratories,

Huntsville, AL

Active

Active

SC 552 (b)(4) - Should not be Released to the Puhlir
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";;;"33.[‘;" acility Clearances Grantje d ACTLION TAKEN 10

NIAOL OR Where FOCT Ts a factor. | PERCENT 4| NULLICY FOREICN TYVE OF PRODUCT, FACILITY
iLENCE NAME AND ILOCATION FOREIGN OWN3IRSHHIP, CONTIROL PROCESS, DATA OR CLEARANCE
16N OF FACILITY OWNED OR INTIUENCE . SERVICE PROVIDED STATUS

to J,S. firm's boaxd. /QQO U N

U.S, firm has taken [ 'i

board ection by reso- (" =<}

lution which isolates v

the foreign director- ¥39

frcom management-action
involving classified. -
information.

rug 74 Fugro National Inc, 100 % Wholly owned by Dutch | Consulting Engi- Active
Long Beach, CA firm. Stock placed in { neers om Earth
. ‘ % voting txust with threc| Sciences

U.S. citizens, execu-
tors of trust, with
. sole authority.

> 73 Caeblewave Systems, 50 % 50% stock ownership by | Manufacture Coax Active
it Inc., North Haven, CT West German firm. Cable and Electri-
Placed in voting trust | cal Wave Cuide and
- i agreement estcblished Connectors

with two U,S. citizens
: trugtess, “Irhsr ngrch
- ment contains sufficicijt
: terms and conditions

assuring trustces sole
ané¢ absolute discretio : N
with all rights and
powers in the same mrxn-J
ner as if they own the

stock.
73 Cheecchi and Company 7.4 7 6.9 of the voting stodk Terminated
Washington, D, C, .0f Checehi and Company | '

is owned by Ganta Trading
g and Iavestmonte Thkd. ’n .
Informatnon Considered Privileged under Tntle 5 USC 552 (b) (4) = Should not be Released to the Public




L asnLr, ncillly Clvlrnnrv Gran Qﬂ
CCLIROL 0? Where FOCT is a factor., | I.RCENT
TuSRUENEE TREVZTASDTIOCATION T | FORETGN
SCEION OF FACILITY OWNED
]
Jul 73 General Scmicon- 27 %
ductor Industries,
Inc., Tempe, AZ
Jaa 73 Reydata Corpdration 8.6 %
Watertown, MA
reb 73 leach Corporation 30 %

Los Angeles, CA

ACTION TAREN TO
NULLIFY FOREIGK
OWRERSHIP, CONTROL
OR IWFIDENCE ¥

IYTZ OF PRODUCT,
FROCESS, DATA OR
SERVICE PROVIDED

R 4

FACILITY
CLLARANCE
STATUS

Baiininlnn corporatlon
owned by Noberto
Vullancuva, one of
the direcclers of sub-
ject focility. bNHa
additional 17 of voting
steck is ownezd by share
holders in Englard,
Italy, the Philippines
“.and Switzeriand for an
overall total of 7.4%.
Fereign ownership of
stock widely diversi-
fied.

' Trust agreement estab-
lished to effectively
isolate the U,S. com=
pany from foreign
cwnershilp of 277 of 1ts
stock by Swiss and U.K,
individuals and corpor-
ations.

8.6% of ctock owned by
Canadien firm, neca-cu-
mulative. Canadian
firm has been:éxcluded
from access to. classi-
fied inferiration by
Board action.

3”7 ocwne : ip by Bri-
tish interect, no cu-
mulative voting rights.

59% of stock owned by

>
-
o

w0 Lig

\\)
/“/ )
o =<
! o

>

L!J .
. 79

R&D Semiconductors

Computer Equipment,

Decign and Develop-

ment

R&D Electroanice
Instruments

Active

Active
L

Active

‘Informatlon Considered Privileged under Title 5 USC 552 (b) (4) = Should not be Released to the Public



GuNERSATr,
CONITROL OR
INFIUENCE
ACTI10N

intormation Lons

Facility Clerances Gran
Where FOCI is a factor.
TTNISE AND LOCATION

OF TACILITY

(dered Privileged under Title 5 USC 552

ed
PERCENT
FORE IGN
OWNED

ACTION TAKEN 1O
NUTLIFY FOREICN
CWNERSNIP, COWIROL
OR INFLUENCE

(b) (4) - Should not be Released to the Public

TYPE OF PRODUCT,
FROCESS, DATA OR
SERVICE PROVIDED

)):
FACTLITY
CLEARANCE |
STATUS

Auvg 73

¥ay 72

Yay 72

e el & S =

UMC Industries, Inc.
New York, NY

DeBell & Richardson,
Inc., Enfield, CT

Loomis Cérporation
Seattle, WA '

7.7 %

10.1 7%

o )

. Interest from exert-

‘Ut.. So firm.

U.S. family (Ohrstrom).
At this zatlo, U8,
control is maintained
nullifying foreign
control,

Foreign stock owner-
ship is sufficiently
diversified between
59 citizens of Canada
and 58 other foreign
nationals to preclude
cny single foreign: -

ing control on tlie

10.1% stock owned by
deceased British citi-
zen, llartford National
Bank & Trust Company ir
sole exccutor of estate
of deceased British
citizen (Mr Warner) anc
has sole authority to
vote stock.

7.97 stock owned by
Canaddan Filrm. 92.W,
of stock 1s held by U.S
interest vho in turn
owns 100% 6f Conadlsn
firm which owns 7.9% 6f]
U.S. firm's stock, thus

&ll stock is controlled|,

Plastic Enginecering
and Development

Excluded par
of Unidvnend

ot LO\.}J.S, o
end Fhoenix,

Active

Excluded pare:
of Loomils Eice
tronics Protec
Ine., Seattic,
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ORTROL OR
INFINENGE
ACTION
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Sep 72

Apr 68

¥Nar 71

Epr 71

Facility Clearances Gran

Where 10C1 is a Tactor.
BANE AND 1OCATION
OF FACILITY .

—— - e e b . p———

Uncxcelled,, Ine,
Depew, NY

Aiken Industries,
Inc., New York, NY

-

Comma Cérporation
Los Angeles, CA

Argus Incorporated
West Columbia, SC

ed
PERCENT
FOREIGN
oW kD

v - ———y—

8.8 %

80 %

13.38 %

9.5 %

"o

ACTION TAEKLEN 10
NULLIFY FORETICN
OUNERSITTE, (QITROT,
OR THEFIUENCE

SERVICE

TYPE OF PRODUCT,
PROCESS, DATA OR
PROVIDED

pAap o tnrormation Considered Privileged under Title 5 USC 552 (b) (4) - Should not be Released to the Public)

T
FACILITY
CLEARANCE
STATUS

The 8.8B7 of stock
held by foreipn
interest is widely
diversificd (69
owncrs in 12 coun-
tries) with the
largest single amount
(2.8%) held by the
Bank of Bermuda,

4

An Ecuadorian Cor=-
poration which is:-
80% owned by U.S.
citizens in turn
cwas 80% of U.S.
fieg. WS Fivi
established execu-
tive committee com-
prisced of three
Directors with full
acthority on all
classified matters,

13.38% of U.S. firm's
stock is owncd by 8
Canadian sharcholders,
non cf whom owns more
than 3.30% of stock,
No single forecign own-
ership enough to exert
control,. .-

Manufacture Elec~-
tronic Equipment

Computer Repair
and Maintenance

Terminated.

Active

Active

A\

Vo' .



Iné., Santa Clara, CA

CRICREWIP,  [Facility Clearances Granipd
CONTROL OR Where FOCI is a factor., UFRCENT
INTIOENCE NAME AND 1OCATION POREIGN
AUTION OF FAGCILITY OWNLED
Sep 72 North American - | 63 %
Philips, New York,:
NY
Sep 71 InfoDyne, Inc, 13 4
Arlington, VA
vay 71 Cappa Systems 6,2 %
Arlirgton, VA
FORMERLY: The J. D.
Lettelle Corporation
Mar 71 icore Electro-Plastics| 17.2 %

ACTION TAKEN 10
NULLIEFY TOREICN
DWNERSHIP, CONIROL
OR IRFLUENCE

stock owners, thus
aulliflying [ereign
control,

U.5., Bhilips trust
created in 1941 to
isolate the 637
held by N.V, Pailips
(lolland), File rec-

vicwed in 1957, 1962,
1971 and is curreantly

under review due to
rccent granting of

money by Dutch parent

to purchase Magnavox
Company,

13% owned by British
cglttizen, U.S. firm
controls 74.7%.

set foreign control,

6.2% is divided among
three foreign countries
none of whom are censidy
positio
to coatrol U.S. firm,

2red to be in a

The 17.2% ownecd by
British firm,

cable proxy obtained frem

Reitrdeh Anntrad T

- e Y - ——— - — "

stock

LA
firn considered to have
adequate stock to off-

Irrevo-

1YPE OF PRODUCT,
PROCESS, DATA OR
SERVICE TROVIDED

; DR S S _ . e ; N
sy Information Considered Privileged under Title 5 USC 552 (b) (4) = Should not be Released to the Public ¢
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FACILITY ~
CLEARASCE
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A 2\
. 24
e H
/
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‘J- o

Mianufacturing of
Electronic Compo-
nents and Appliances

.

Operations Research
| (Mathematics)

1

_- L3

Terminated

3
Active

Terminated
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C”"?OT OR
AXELVENCE
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Fncnl ity Clearances
Where FOCT is a factor,

NAHE AND TOCATION
OF rACILITY

Graw

£
PERCENT
FOREIGN
OWNED

s

*IOR

— AT ‘ e

ACTION TAKEN TO
NULLIFY FOREIGN
OWKNERSHIP, CONTROL
NFLUENCE

TYPE OF PRODUCT,
PROCESS, DATA OR
SERVICE PROVIDED

Sy e 1
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Information Considered Privileged under Title 5 USC 552 (b)(4) - Should not be Released to the Public

1 -))
FACILITY
CLEARANCE
STATUS

-

Aug 71

Oet 70

Jun 70

Liquidonics Industries
Inc., Plainsview, NY

American Metal Climax,
Inc., ﬂcw York NY

-

Schlumberger Technolo-
gy Corp., New York, Ny
and Weston Instrument,
Inc,, Newark, NJ

Allied Chemical Corp.

i

vorristown. NI

9.9 %

1.8 %

100 %

10.67 %

control V.S, firm,

nuining the President
and Sccretary of Icore
as agents of proxy.

9.9% owned by Swiss
investment company
which operates as a
mutuval fund organiza-
tion that holds stocks
for growth potential,
not for exercising own-
ership perogatives,

11.8% of stock divided
between two British

and one Canadian invest
ment firws, none of whi
are considered enough t

Voting trust establishc

to isolate the 100% stop:
ownership by Schlumberg)

Limited, a Netherlands
Antilles Corporation,

Case was subject of a

{fivorable determination
in 1957-1961 by Navy,
and revicwed in 1967,
1270,

Y939

Mining and Refin-
ing Research

.

h
b

2, 72% of 'tock held by

Resecarch and Develd

Terminated

Active:

Excluced parent
of Weston Instr
ment, Int., lic-
NJ

Active
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a N.Y. brokerape (lLym,
D57 of stock diversi- w;45;\
fied among other P kA
forecign countries, nonc Il i
of which are consideredf | \o
to be in a position to “¥39
control U.S. firm. =

Jan 70 Griffin Industries, 8.45 % 8% of voting stock of L ekt
Inc., Miami, FL U.S. firm owned by
& o Montreal Trust Co.

.457. owned by Cana dlan
and English citizens and
‘ cne Mexican, No singlec _ ,
foreign owncr of stock1 ; _ .
is considered in 2 posi
tion to control V.S,
Firm.

"l
)
u
~1
L%}
» )
H B

sel, Die. 25.2 % Voting stock trust Manufacture of Active’
tyville, KY appointing a U,S. Photographic’

- ) citizen as trustee Instrumentation
estzbliched to control{ and Electronic -
the 25.2% of steck Systems \
owned by a Netherlands \
Antilles Corp, and a
Canadian company,

ey 70 Ground/Data Corp, 7.50 % 7.507% of stock owner- 5 Terminated
o Ft. Lauderdale, FL ship is divided betwee:

, two countries (U.K, -

.0045%, F.R.G. - 7.50%}.

62% of stock owned by

h Eoard of Dircctors of |

1. 8..%4 vin.
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Téb 70

Nov 70¥

Jul 70

wov 70

Pall Corporation
Glen Cove, NY

Pneumafil Corporation
Charlotte, NC

Rolm Corporation
Cupertino, CA

Hovermarine Corp,.
Tittsburg, PA

TORIE2LY: Transpors

tat dna Puclinslepy, Iad.

11.2 - %
60 %
15.4 7
12:21 %

6.87 of stock 1is
owncd by a Canadian
company. 4.4% owned
by nurcrous foreign
countries.
source is considered
to be in a position
to control the U.S.
firm,

All foreign-owned
shares are in an
irrevocable trust
with two U.S., citi-
zens as exccutors,

15.4% held by a
ranama con paay -

remainder pcrccntage'

of 'stock is U.S.
owred, mestly by
management of U.S.
firm,

12,217% owned by 4
divevse U, K., firns,
Dircctors, offlcers

and pmployces of G,.8,

L1 cun €D '.-'. G
Stoes Pitn e teralgs
e 20,20 ¢F ::rck ewn
by ¥.8. citizens,

. No. foreign

Manufacture Filters
and Enviromental
Products

Research and Devel-
opment Electro-Optic

Manufncturtn“ of

ships

(%]

Active

Terminated

Active
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LAST FOREIGN

Facility Clcarances Gran

cd

e

QS ERSHIR, whcere FOUT is a Tactor, ACTTION TAKEN TO
CONIROL OR PERCENT NULLIFY FOREICGN TYPE OF PRODUCT, FACILITY
IREICENCGE NAME AND TIOCATION FORE IGN OWHNERSIIP, CONTROL PROCESS, DATA OR CLEARANCE
ACTION OF FACILITY ' WNED . OR INFLUENCE SERVICE PROVIDED STATUS
apr 638 Warnecke Electron 11 % 11% of stock owned Manufacture Elec- Active
Tubes, Inc., Des by a French firm, tronic Tubgfﬁiu\
Plaines, IL 897 is owned by a o+ "l
cleared U.S. firm ‘?
vhich votes the -
stock as a block, %,
S 79
thus nullifying the
possibility of foreign
eontzol,
Mar 68 Arcos Corporation 100 % Voting trust executed R&D Electrical Active
Philacelphia, PA . by Belgian firm which |[Welding
- transfers 1007 of stoc
to U.S. citizens with
full authority.
Apr €8 Bird Johason, Co, 100. 7% Voting trust establish-{ Manufacture Marine | Active
Walpole, MA ' ed to isolate U.S. Hardware
firm from Swecdish
. owned parent (A, John-
= son and Co,., New York,
NY).
; “
reb 67 Cecil H. Wrightson 12- % Family corporation. Graphic Arts Active
- Inc., DBA/Wrightson ; Mr Cecil Wrightson
Typographers, Boston, (U.S.) owns principle
MA stock, Mr Wrightsen's
" brether and two sisters
- (U.K.) own 12%.
Juna 67 Magnetic Controls Co. 18,90 % 18.90% of stock owned | Manufacturing of Active

Minnecapolis, MN

by a llong Kong company.

Temperature Control
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Corp., Miami, FL

national of Cuba. All
foreign owned stock
placed in trust with
U.8. e¢itizen,

EsST TORE
OiNIRSHIP, ACTION TAKEN TO -1
CONTROL OR Wﬁﬁ"'WCC‘Wra”‘:cslgra”‘ﬁ‘gncnm NULLIFY FOREICN TYPE OF PRODUCT, FACILITY -~
INFLUENCE M%—&éﬁ[{&——— FOREICN OWNERSHIP, CONTROL PROCESS, DATA OR CLEARANCE
ACTION  FACILITY OWNED OR INFTUEINCE SIERVICE PROVIDED STATUS ‘
cover the 13,90%
foreign owned stock,
Jun 65 Mark Hurd Aerial 13,938% 13,9387 of stock Graphic Arts (Topo-| Active
Surveys, Inc., owned by a Mexican graphical)
Minneapolis, MN national, Company A
- by-laws amended to /R0 Ligy
require Directors " g s .
to be U.S. citizens, :: b
2,
. : ' Y3
" Feb 66 Monotype Composition 30 % 30% of stock owned by E Terminated
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Scattle, WA

terminated on 17 Nov 72, Facility elected
not to be processed for a Canadian Reciprocal
Clearance or establish a votirg trust,

{' c FAQILITIC LEARANCES NOT QONTINGTD, OR GRANTED DUE TO FOREIGN OWNERSGIP, CONTROI OR INFLUENCE
\ .
DATE FERCENT -
OF or
LASE TOREIGN REASON FOR DISCONTINUANCE OT
WO, AGTION NAME OWNERSIID FACILITY PROCESSING ACTION
2 5 '//:Q;q i 1104’
1 24 Sep 68 B&K Instruments, Inc, 20 T |s Biocurement neced lapsec. Action to clear
- Cleveland, OH \8 dlscontinued on 24 Scp 68.
A
. 34 .
2 22 Jul 70 OCRA, 1Inc, 22 % Clearance action discontinued on 19 Jun 70
Cambridge, MA i at request of the facility.
3 5 Oet 70 U.S. Time (Timex) 29 % Clecarance terminated at request of management,
b = Bridgeport, CT . ' Facility elected not to establish a voting
. trust to isolate their foreign owned stock.
4 21 Apr 71 Interdata, Inc, 17 % Action to clear the firm was discentinued
Oceanport, NJ on 16 Apr 71 at request of management,
p 19 Oct 72 Howmet Corp, 56 % Clearance terminated on 2 Oct 72 when procure-
Crecenwich, CT ment need could not be justified,
6 17 Apr 72 Shell 0il Co, 69 "% Shell 011 indicated a voting trust was not
Houston, TX fcasible when the facility was found to be
' under foreign owrnership and control, AF °
,-elected to utilize them under para 2-204, ISR.
7 28 XNov 72 United Graphies, Inc, 85 % Facility clearance was administratively
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DATE PERCENT v
OF ' OF Mg
LAST j FOREIGN /QL\RD L,;-, REASON FOR DISCONTINUANCE OF
ACTION NAME OWNERSHIP ’_,/"<~ "",‘"“FACILIYY PROCESSING ACTION
’:c; 2 %
““
6 Feb 73 Delaval Separator Co, 100 % fo acility clearance was administratively
Poughkeepsie, NY e ' h terminated on 6 Feb 73 when a procurement
nced no longer cxisted.
12 Qct 73 Dynamic Communications| .36.8 % Action to clear the firm was discontinucd
Rivera Beach, FL 24 May 73, Management elected not to
esteblish a voting trust, g
6 Feb 73 LIPS, Ine, 100 & Dutch parent of U.S. firm would not endorse
Oakland, CA a voting trust to isolate their stock owner-
ship, '
25 Jul 73 Stouffer Corp, 100 % Swiss parernt,of U.S. firm would not endorse
Cleveland, OH a voting trust, Clearance terminated when
: Navy advised clearence was not nceded,
17 Aug 73 Sigmatron, Inc, 100 % Clearance terminated on 16 Aug 73 when
i Santa Barbara, CA i issue of a voting trust agreement could not
be resolved, )
15 Jun 73 Gaulin Corp, 100 y British parent did not endorse a voting trust
Everett, MA : and the Navy elected not to request a U.K.
Reciprocal Clearance for U,S, firm in licu of
a voting trust to isolate U.S. firm from U.X.
5 Bee 73 Craphtek Corp. 22,6 ‘% U.S. facility elected not to establish a vetir
Fhecenix, AZ trust to isolate foreign ownership and requcs-
withdraval {rom the Defense Industrial Secur!
« Procram.





