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'fhis vol haa been prepared to xplaJ.n the purpo a, scope, and 

ttao' of t he Fiaoal Procadur a used by t he laI:ihattan District. I~ pre• 

enta th• general plan of fiscal management and the va.rioua conaidera• 

tion• which lded thia plan into its pres nt etteotive form. 

Thia volume ia arranged in th• a~uenoe ot tbcal aotion . The dia• 

cuaaioa moves trom the a\imating and budget!nc ot i'unda to th• audit ot 

olaimt again•' suoh tunda. Th• procedure• ol ti.seal recardinga and the 

audit• and methods ot related .finance services are then dbcueeed. The 

thod or publics fund diaburs enta to satiety t e udi'\ed and pproYecl 

claimaJ and the diacu1uion ot costs and ooa'\ keepiJ:ll procedur•• tollow. 

A1 aa explanat017 medium, the ti.Dal section ot this volum. se'\• torth 

the organizaUoa maintained to accomplish thee• pu.rpo•••• and indioa'tee 

the paiodio ehangea in thia organization. 

The data contained in tht. volum. are bated on the General File• of 

the District Engineer and data contained in the record• ot th• Engineer 

Diaburdq ottioer, the .Fiscal Otticer, and th• Report• and Stetiatioa 

Seat10ll 1.Cl the District Headquartera . Thia volume cover• th• period fro• 

the 1.Boeption ot the anhattan Diatric'\ to .31 December 1946. 

The q contained 1 thi• "'folume ia a condenntion ot the main 

text and ha• been inoluded a a :!hort nd oomprehen ive pict\U'e of all 

the material in \hia volume. The number• and title• ot see'\ion 1 aa used 

1n the in text, re keyed in the S r7 by underscoring the title word. 

1.1 



Appendices to thle Tolum ar~ grouped by Cbarte or Graphs (llated in 

Appendix •A"), 'fahllation (listed 1n Appendix •an), Documents (llated 

in App dix •en ) and Reference (liat.ed i n Appe.ndix "D•• ). lach item ie 

numbered within its group, end i s ret err to by letter and number 1n 

the t xt. 

15 loveaber 1947 
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To supplemen'L thit hit t.027 o the Fil!l<:al Procedures use by Ute 
vanlui.tt n Id strict, ref erenoc shoulct be mad to th£ testimony of ~r . 
Uncisny C. War1·en, Comptroll 1· Oen rel of t lC Uni.te 5tate , &t the 
Hciarinp,'S bflfor , th Sveci l Canmittee on Ato!'lic t nergy,, Uni tec! r:otatell 
Sen te, on 4 11pril 1946. 

lt ie w1th gr e.t pri . t hat the !' nhatte.n District quote thr: 
follcrdng pertin nt execrpts from th Comptro ler Gener l' ~esti~on : 

"Vi" h ve audite o:r ar 
exptindect on th1 proj ot ••• 
kept it current, I might 
cl an exp nd1tur ••• 

uditing every · ingl penny 
i audltfld on the apot and 
s y it has been Ii remark bly 

n ••• the very £act ••• that our men •er there here 
th agent of the Oovernmont could con ult with thfln: tim 
after Ume ea11rPd, b1 y o 1 n1o 1 a propnr e.eeountability ••• " 

• ... Fran the very beginnin h 11 (Gener l trove!) •bas 
insi ted upon & full audit n full accountability to the 
Ocnere.l Accountinc Offictt ••• 11 

( See the _printed record of th GCl!JU:1.1ttae ' Hearings, Part 5, pag 500) 

15 M y 1946 
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1. Introduction. - Tht• purp ne . of t hE' fiscal procedures 'a to pro-

vid effective . control for u e of Gover nme funds . 'l'he stnndL r d pro-

oe ures used were est blishad by t he Bu get and Acco nti~ Act of 1921 

whioh provide f or th following function 1 t he p1·eparation of n annual 

budg t, t h llooati on of fu s by t h Bureau of t he Bud~t, the Account-

ing procedure prescribed by the Comptroller Genet'e.l of t he. United Stntes, 

and the uditing prooedw"es . Two fpec a.l consid er tions affected the e.p-

plication of t he s t andard procedures of the l~ar Depe.r ent wi t hin.the 

nhattan District.. ~irst, security necessarily ent iled limit tions in 

th preparetion of estimates and i n the c a t accounting because the in• 

formation divulged to each indi vidual was r strict d to immediate needs . 

Secon~ the wide geographic diapereion of t he Distr ict increa ed the dif-

fieulty or pooling information bE>cause t he ...research , de s tgn , and con-

struotion peraonn 1 he.d only limited conta cts . 

2 . F..s timates and Budgets . - tn t ho early month of t he project no 

st n a.rd proc dure for obte.iniri.t; est imates s followed because of the lack 

of ba6 ic est i te a &. te and rapidly ch&nging pl ns . However , as engin1'er • 
. 

ing d signs dev loped, it h came mor feasible to prepare construction 

est ime. tes in he usual mannerJ and beginning M:aroh 1945, oonatruotion esti-

mates we.f'i submittod monthly by the Area Engine era. Operating estimates 

were first obtained at au h inter l6 a pror,:ram change & were considered 

to rrant and la tor et monthly intorvnh:i :hen ectua 1 oper tions bega n 

( early 1944). 'l'he le.test construction and ope ration field est imat s were 

coordinated and oom.p ilod each mo t h to cive a t '.)t 1 D1 strict e tiwi. t .• 
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Annual budgets were not submitted prior to the fisc~l year 1946 because 

of the need for aeourity end the i mpossibility of making basic decisions 

eo tar in advance. In vie of those conditions, uthority had been re• 

ceived t o incur obligations in excess of av ilable funds. In lieu ot 

the annual 1budget procedur , fund require ents were reviewed trom time 

to time; and arrangements ere made to provide necesaary allotments f'rom. 

funds av ilable to the ar Department. Actual allotments to JO June 1946 

were 2446 ailliona and 'J97 millions were requested tor tiecal 7ear 1947. 

375 milliona re ctually appropriated by Public law 515. A portion of 

this was transferred to the Atomic Energy Commisaion as well ae unexpended 

balances or prior 7ear tunds. 

3. Qontract Awiit. • The objective of the District audit was to 

ascertain that the contrectora' invoices were in aocord&nce with t.he 

proviaione of the contract and were substantiated by accounting recorde 

and other supporting evidence . here a contractor's eyetem of internal 

control waa aatiafactory, the interests of the Government wer protected 

by the •election of a representative •ection or the contractor's trane-

actions for detailed audit. The extent of the selective audit was deter-

ained by e review and analJ'eie of the contractor's control 17atem; and, 

although emphasis was placed on the e:x:smination of the larger claaaes ot 

transactions, representative groups or all cl.asses were audited. A fixed 

and continuing pattern of •elective audit was carefully avoided, and a 

complete detailed check wa5 aade where numerous errors were discovered 

in a contractor's accounts. The primary results of the selective audit 

were: reduction in the cost of auditing, ore satisfactory audits, and 

accelerotion of reimbursements to cost-plus-fixed-tee contractors. For 

audit of research contracts a method known as tbe ~OSRD Procedure" was 

·~ 
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in u ur tod b(i a sc; th~ re tH. roh •or k boinE:: c rfor.med did n'.'.>t lcn itself 

to more detailed prooedur s . 

Voucher procedures f ollo e th ,., r Dep11 r t r~gulntions ~ Reim-

buraement voucher ere prepared by the oontractor ri aubmi tte to tht; 

Government Au.1. itor to who the audit reepon ibility for the cont ract d 

been aasigned . If the TOuoher s approved, it was ublilitte to the ap-

propriate Contracting Officer for certification nd th n submitted in th 

usual nner to District Headquarters for pa ent . Aft r reo ipt at t he 

headquarters, the clai wae given firml r ~ie by the Di trict Audit 

Staf't prior to pre nt ti on tor pa;yment . The prep ration of r imburaem nt 

Touchera r ied with the type of oontract end th degree of aeourity re-

quired, and 11 Youohora of t he District wore segreg ted accordingly into 

• six groups. The two ms.jor reasons for th groupings ere first, the need 

tor aeourity of the project, ·&nd _eeoond, the avoidance of delay in the 

·Gener 1 Aceounting Office audits . Under t his system of grouping 11 

vouchers whos e cont ts and names er classifi d as mandatory "Se.er t" 

wer p id in th~ District Headquarters at 0 k Ridge within the aecurity 

aur'Ye1lla.nc of t he District • . The 1ystem indir ctl y re ult d in increased . 
d11burae . tu by the Finance Offioer at Knoxville and thereby permitted 

the aintene.B) of only a minimum at ff of finance employee in the Dia• 

triot Headquarters, Wiioh 8 ·also desir bl from a security viewpoint . 

Because of t h gr et distances involved, a d viation tram t he 'Vouch r 

prepnr tion prooedures s made tor uno la asif ied 1· i bur so nts voucher& 

originating at Hanford Engin er 1orks "hereb~, pay?ilent 6 de by t 

1' ... inano Of'fioer, anoou er B r racks, r. shingtorL. Contracting Officers 

were g iven the authority to make ad nnoe pa:,ments, and they were responsibl 



I 
for the audit of the advance payments every ell: months. 

The General Accounting Office was charged with en independent post­

audit of public fund disbursements under the Budget and Accounting Act 

of 1921, and the er Depe.rtment authorities were responsible for the 

administrative audit of cost-plue-fll: ~d-fee contracts. Originally, paid 

Youchere were surrender to the Chief of Fin nee , u. s. Army, for sub-

sequent delivery to the General Accounting Office 1n itaahin on; later 

they were delivered through Army Regional Aooountin Offices. Because 

the accumulation of paid vouchers at locations outside the control of 

the District lllighthave seriously impaired th security of the program, 

two Gener~l Accounting Office Project Audit Groups were eetabliehed at 

the ~iatrict Headquarters in Oak Ridge, Tennessee, and at the Hanford 

Engineer orks in Richland, aahington. Under that eetup the paid 

vouchers and contracts were placed 1n the custody of the General Account-

ing Office as required by law, and the necessary aecurity waa maintained. 

The eecurity requirements l.ergely determined the eoope of the General 

Accounting Ottice Project Audit and co pliceted tbe procedures with ~eaks 

not normally encountered. Two major deviations from standardized pro-

cedures were necessary 1n connection with District relations with General 

Accounting Office. First, the procedure for documentation and claaaifi­

cation of reimblraement Youchers was modified to eaf eguard security; and 

second, the method of procedures f'?!' Formal lot1ce of .Exception and 

related reclaim -vouchers was adapted to District needs. 

4. ll!l~ - The Finance procedures used by the 118.nhattan District 

were those prescribed by the Office of t he Fiscal Director, Army Service 
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Forces, and by the Office, Chief of Engineers, for use at field 1nstella-

tions. The procedures provided effective controls over the use of 

appropriated funds and feeiliteted the pr eperction of finanoisl reports 

for District administrative purposes and for t he information of higher 

authority. The District finance procedures were segregated into. two 

general part1, namely, accounting and vouchering. The accounting pro­

cedures wee further divided into five groups. (1) Allotments ot funds 

tor construction, oper tion, and special purposes were entered in the 

District ledgersJ and the area offices were notified of the nature. and 

the limite.tione on the use of t he funds. 
I 

(2) Obligation records were 

maintain in the District office, and e procedure tor over-obligating 

tunde waa worked out. (3) Expenditure records were aaintained 'by posting 

the total of t he vouchers paid by the various diebursing officers, and 

aontbly r eports ot obligations and expendituree were prepared tor the 

Chief or Engineers. (4) .Advanc d payments to contractors were recorded 

and constantly checked. (5) Pa1111ents to other Govern ental .Agencies 

were made either directly by the Dietrict or by financing through the 

Office, Chief ot gineers. 

The aecond general part ot Finance dealt with voucher procedures 

tor travel and co11mercial accounts. Travel accounts wer : repre'aented by 

claims for r eimbur1ement of traTel expenses incurred on official business 

trips. TraTel vouchers were normally submitted to the TraTel Unit which 

performed the audit of t he travel accounts, although exceptions to the 

general procedures were made in the case of the Santa Fe Area end the 

Hanford Engineer orks. Conformity with regulations was the general 

rule; but two 11&jor deviations were necessary, first, to prevent undue 

55 
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hardship by allowing more prompt snd ore frequent reimbursement in aome 

cases, and second, to guard secur i ty when ei r travel wae necessary. 

Commercial account& generally denoted direct procurement by ar Department 

purchase order, service contra~ts, end interdepartment and interagency 

vouchers. The voucher channels for co ercial accounts were similar to 

those for travel ccounts. T o reports on commercial accounts, one to t he 

Fiscal Director and one to the Office, Chief ot Engineers, were aubnitted 

each month. 

5. Di;l;uroing. - The dieburaemente made by authorized ar Department 

O.tticers t ollo , in general, the uniform pr ocedures preacribed by the 

Comptroller General of the Uni~ed States. These procedures together with 

the procedures of · the War Department form a basis for the disbursing 

activities of the District. At t he inception of the District ell vouchers 

were aubmitted to the Engineer Diaburoing Officer in the District Head-

que.rters for pa,aent. The increasing complexity and megnitude of businee1 

tro~ month to month resulted in volume of disbursements by t he Engineer 

Diebursing Of fleer which was oat unusual. The contemplated decentraliza-

tion or the ciisburaement activities wa1 considered eerioual;y, therefore, 

in lay 194). Decentralisation, however, wae not practicable if extended 

' to Disbursing Officers operating outeide the District's immediate security 

aurveillanoe and the eatabliehment of t o additional Engineer Disbursing 

Officers within the District • e therefore r ropoeed to the Chier of 

Finance. This proposal was disapproved beceusc of an established policy 

of the He dquertere, Services of Su ly, end the details of decentraliza­

/ . .' 
~ /~ 
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tion were revised. The deoentral1zetion as ef fected determined thst 

u. s. Army Fina ce Officers would proces s contract payments on a "strip-

voueherr. basis; t hBt the Engineer Disbursing Of f icer in the District Heed-

quarters ould process 11 class ified payment s ; that the General Accounting 

Office would provide Project Au.dit Groups · for the Clinton Engineer Worke 

and t he Hanfor d Engineer orks; and that prompt payment by U. s . Army 

Finence Officers would b · assured. Inspections or a Disbursing Offieer 'e 

money accounts by t he Inspector Gener~l'e Department were generally per-

tor ed twice annually. Insp ctions of the ldanbattan Dietrict Engineer 

Disbursing Office were performed on 20 November 1942, 5 April 1943, 

22 June 1944, 8 December 1944, 13 June 1945, 18 January 1946, and 10 June 

1946. 

6. Qost Aosounting. • The cost aocounting procedures of the Die­

triot differed widely trom the regul.sz· cost aocounting r equirements pre• 

scribed by th£ Chief ot Engineer s for the normsl U. S. Engineer inetalla-

tion. ~he very no.tv.re of the District made it impossible to assay t he 

cost accounting requirements trom an overall standpoint or to give the 

1ubject the cmmplete atudy and plfl.lliling usually connected with devieing 

a well integrated coat system. The cost accounting problems, therefore, 

had to be approached on a daily basis. The purposes of the Distri ct's 

ooet accounting wer to provide a simple and co r ehenaive set of cost 

accounts and procedures, to provide controls as a means o.f checking Area 

and Oontraetor's costs, to provide estimate information, to develop con-

atruction cost date, to provide information to permit an internal check . 

ot tiacel accounts, to provide r elieble data t or hietor1c~l record pur-



poses, t o provide basic cost d ta for special atudies, and t o provide a 

eans for t he determination of efficiency, economy, nd i mprovement of 

operati ons. The cost voucher s which ., r e proces ed by t he Di strict Cost 

Section t hrough 31 Dece ber 1946 amount ed to gross cost of approximately 

t2,200,ooo,ooo. However , certain costs ere excluded i n recording the 

gros s costs , euch &. allot ment by the Chief of Engineer s t o other 

tLgencies tor ork performed for t he District, open llo tments, free depot 

i6suee, and expenditures by t he Of fice of Scientific .Research and Develop• 

&ent prior t o t he inception of t he District. Security regulations created 

diffie l t cost account i ng problems because of t he division of the work 

ong .1'4Uly contractors and the withhol ing of pertinent information for 

security reaaona. 

The Cos t Section of t he District Headquarters devised the generel 

procedures in accordance with t he policy of the ar Depart ent and re• 

vi~wed t he contractors ' coet proc~dures for adequacy. Th~ be.sic coat 

accounting principles of the general procedures were divided into three 

main groupas direct coats, indirect costs, and deferred costs , The 

costs from the deferred cost accounts (nholdingn accounts) were \rans­
\ 

ferred eventually to either direct coat accounts or indirect cost account1. 

Upon fi.l'lal accounting all indir ect coats are t o be allocated to direct 

costs which then will reflect the total cost incurred for the particular 

undertaking. The cost accounts were aintained according to a clasaiti­

cation of aocoUn.ts which incl uded District overhead, Area overhead, hired 

labor ecount&, contract costo, general ledger accounts and detail eoet 

codes. The ecount employed for original entries consisted ot deferred 

and indirect types of acoounts whose final cost applications were left 

for later determination because security preventedJSireot applications 
~ ~ ~ 

'· 
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or costs. However, e. monthly cost stat ement prepared from such records 

e not euffic1 t for budgeting and control purpoees; and in December 

1944 El. breekdow11 by prine1pal r ro "rams wee i naugurated t '.;l facilitate 

t hie. control. As of t hie writing construction costs for firutl etetement 
\ 

.ere i n t ht developmental steges . Research costs ere also being compiled 

and allocated. Security end other fcct ors ade i mpracticable any attempt 

t o formulate a coet eys tem which would indicate eueeeesive operating 

cost s . Therefore, the final military repor t of operating costi l!ill be 

eteted in teri:ns of eontraote and programs . 
0

The gener al c'ost theories were eppli ed by means of specific pro-

cedures. The bas ic accounts and records in the District Headquarters 

wer e divided into those costs involving expenditures of funde direetl7 

allotted t o t he District, end other costs, such es free issues which 

i nvolve no eXJ.ienditure~ of District e.llotment of funds. ·I n addition 

t o t he cost accounts maintained in the District Headquarters, ecoounts 

were meinteined i n the l ar ger area~ covering work t here. At the Hanford 

Engineer Works, independent cost eoeounts were 116inte1ned and although 

general control accounts ere mai ntained in tti1e District Headquartere 

t or the Santa Fe Area, this .Area was permitted to function as a unit and 

to ~stablish its own detail accounts. The r ecor ding end filing of costs 

\consisted of cost entries prepared from disbursement , collection, and 

transfer vouchers; coat vouchers fi leJ in nwnerieal sequence by months; 

cost l edger sheet s filed by fieeal year; and contr~ctors' cost statements. 

Cost dets were compiled in t he form of cost statement s each month by the 

District Cost Section1 the Ares Offic c-s , snd co~~lus-f'ixed-fee 
'· ~ ' 

"" I" ,. . 

~~ 

contractors. 

t 
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The cost report .. were retain d in the Dietriet Headquarters or the flrea 

offie s ae cl6ssified material . 

District El nucleus of treine p r onnel a.a obtained from other I::r.gineer 

Divi~i ns and Districts, and the Civil Service Corr.mission. U ually, the 

area- fiscal duties, except thoso pertaining to budgeting, were performed 

by t he Area .Audit Groups. However, in the la!'ger ere!.is the finance and 

cost duties wer e handled by units s parate and distinct from the audit 

group. The inereasine volume of work resulted in several organizational 

changes and the number of f iscal personnel throughout the Dist rict 

increased from approximately 180 in the tall of 1943 t o approximat ely 

460 in the fall of 1945. 
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VOW 5 - l"IJGAL f ROCEDUit£S 

lliCTICi 1 l • IN'rHODUCTICN 

l-1. Purpose. - The purpose of f isc l ·rooedure is to rovide 

ei·.rsctivo controls for the use of Government .fu.nds. ,.. These cont,1·ola 

functicn to providG the info tion necessary to justif'y fund re<1uir 

oents , to provide th noca ry budgeta~ ... ontrola in re ct to t.he 
~ 

use and clminiatration of funds reouivad, to y:'el!.Uard the us of the 

lwids through the performance o1 audit. functions_, and to maintain th 

fiaeal aceoWlting records nacoa$ r y to compil. reports uired by higher 

authority. 

1• 2. 3ta d Procedure •. · 

a. 2ud5~. - ' he Budget and Accounting Act ot 1921 (See App. 

D-1 ) places upon tha f'rcaid. .t o! the United 3t tes the duty of trans-

mitt in? to Congress an lUal budget , to~~ether rl.th e,stioatea of receiz>t , 

e.;'{pe.nditure3 and other budgetary <lat " TQ aid ths President in this duty, 

the smle act created the J urea11 o! the I:.udgf:)t . ~der rules pre:-Jcr bed by 

the Fro!iicct1t 1 the :...."Ure., u pr;: pare for h 11 the aru1t.ml mdeet nd such 

·to Con.r~reos . 1'entat.i•1e .:mt:L:.:.atc r Jl"e rod in the ·1a i us -::oncies ,, 

eau of the !:udget and iJ' ped by tha Preait.lent into a 

"!O>:ipreh. ·~nsive ;:,roJ am i'or C!OWJicleral:.i :.n u Con,~oas . 1'he ~ud_;at oi't'icors 

1' i,h <lop rt.nent n.rH.l catnblish1.1enta or the rJoverninent .fun:iish nee AW4ry 

ta therefor to the '.'..'Ul .. ec"lu. 111 the C3S of th Corns of En; .ecrll, the 

t.o ~-h C 1ioi' of 

" 
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Engln er1 o trans 1t1 conaolidated r qu1rement1 to the Budget Otticer 

ot the .1a't' partm nt. During peacetim , the 1'lar Departm t ii required 

t o transmit ita eati te1 to the reau ot the Budg t on 15 September ot 

e ob y ar tor the tiaoal year beginning on the following l July. ring 

wartime, e1timatea were sub itted in such time • would permit Congre11 to 

• an ord rly r view ot the eatimatea to insure pa11a • betore the be-

ginnin~ ot the ti cal year cover d by th• e1t1mate1. Tb.e1e procedur 1 are 

1oribed in ' ar partm nt Technical 'anual 14-210. Typical imple nta• 

tion ot theae ·procedurea ia illustrated by o. c. • Circular L tter Mo . 

269&, dated 18 January 19•4, (See App . c-1). l'hi1 circular called for 

an e timate ot tund1 n eded to cov r obli atione expeoted to b incurred 

1n the Fiscal Y ar 194 , o b• aub tted to the Ottice, Chief ot i!i gineert , 

not l ter than 31 January 1944. 

b. location ot Fund.I. - Fundt appropriated by Congre11 on 

the bul t ot the .Pr a1 nt'• budg t ar apportioned by the ur au ot the 

Bu g t to the varioua d par nta . In the oaae ot th• ar Departm t, the 

Secretary ot ar alloca~1 th• apportioned tunda to th vari ut a enoiea, 

who in turn llot th• tunda to the inatallationa und r their control. 

o. Accounting. - Seo. 301 ot th Budget and Accounting Act ot 

1921 (S App. 1) authori1 1 the Co ptroll r General to pre cribe the 

to a, yat a and proo ur • for a niatr ti appropri tion an fund 

accounting in th veral d par nta and atabliabmenta ot the GoTern• 

~ent. 1'he ap lioation ot the ccountin proce ure1 of th Nar p rtment 

i au rvia d nd directed hy th Aoeounta " vision ot t he Office of the 

~1 obor, rrrry SerYio• oro 1, ani co et nt 11a1 on le int in d 

1t h the eompon nt1 ot t he ,:ar ooountin~. 
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!ate upervision of f iscal acco1.1I1t 1n " t field installations ot 

th la~ Depar ent is char ged to t he commanding general s of service 

commands :vith reference to Cl.a.as I and Clas II in talle.ti one , t o t he 

Commanding General, Army Air Fore , dth respec t to Claes III install.a• 

tions , and to the chiefs of the technical services with refer nc to 

Class IV installation • 

d . 4.w;Jit.Wg. - The udit ·Divi ion, Office of the Fiscal 

Director, Service •ore a, is r god 1th t he responsibility of 

pr scribing and sup rviaing the audit procedures of the War Department . 

The chieta of the various service , 1n turn, prescribe the proecdurea 

f'or the installations und r their control. Th audit manuals issued 

by the service re written t 0 cover t-e procedures and problems appli­

cable t o the partic~ service, but all general r~lic!es and procedures 

re coordinated by h Office of the Fiscal Director in order that uni• 

for ty . ill prevail. 

l•J. ~~ee~ l Conaiderationg. 

• Etfecta of Segµ;rit.x . • he trem ndous importance of main­

taining ...aecurity in regard to the Di trict' project resulted in J:JBn7 

limitati ons in connection wi th fiacal activ1t1e' • Because information 

divulged to each individual was restricted to i mediate needs , personnel 

preparinlirest i t s were not c p ble of eval uating d a and production 

"'hangea . Further, cause of the neco oory restricted oircmlation of -

far"tati on, eo t aecounting p rsonnel did not know t he inter-r l ations of 

t he various contract s , t hereby precluding the keep of ~oats by progr.ams . 

13 cause of' t he a t iain ft eta of 1;;ecurity, difficulty waa nece _ari)Jr 

.axper eneed in th oomp risons f ectual d eet i mat d costs . 1.• curit;r t 



inforrnotion alao prohibited t l:a payments f all contract r iain1bursement 

vouchers by dlabursing officers of t he Army outaido the control of t he 

District. This necessitated the use of en Engineer disbursing off car 1n 

the District Of fice , under Di trict control, for , he purpose oi' classit'ied 

disbursements . 

b. geographip Spreed of Operat!ona• - The ~ide geographic 

di pgrsion of the District inoreae d the ditficulty or preparing factual 

estimates because research, design and construction personnel had only 

limited oantact , thereby Wiking it diffioult to clarify questions or 

to pool in.formation. This di per ion of activities also re~ulted in ·!;he 

necessity for some payment t.o be d by disbursing off'icers of the ArtnT• 



SIDTION 2 - ESTDIATES & BUDGETS 

2-1. f..arlx Eatimotes. - The field of eost estimates increased as the 

program developed. Earl.1 estimates · er of necessity confined to a 

compilation of rough guesses covering only features definitely antici­

pated at the time. This condition ~as due to the tact that acientU'io 

development had not progressed to th• point where requirements tor meet• • 

!ng production objectives could be predicted, and it rras impossibl to 

foresee developments. In the early months o£ t he project (prior to 

March 1943) no standard proc dure for obtaining estimates we followed 

because of the lack of basic estimate data and rapidly changing plans. 

V1ben a need !or an stimate arose, for example to answer an inquiry ot 

higher authority, 'or to use in shaping the .future of the program, the 

officers acquainted with t he various features of work obtained the best 

available data from those concerned, and fumished the figures to the 

District Engineer for compilation. lthou comparative estimates ot 

various plans were made from time to time tor guidance in making de­

cisiona immediately required, the status ot research and development 

work made it impossible to set any definite limits to the scope ot work 

which t he national interest would require. Funds already available to 

the War Department were, therefore, requested on an "as required• basis. 

(See App. C-2 for example). 

2-2. ~qgth],z stimates. 

a. Field Esti- ate~. - As engineering designs developed, it 

become more feasible to prepare construction estimates i n the usual 

, nner, based on .:n.aterial take-off s and unit prices, and to formulate 

operating estimates on the basis of anticipated personnel and mat&rial 



needs. Beginning arch 1943, construction estimate wer obtained 

monthl)" through the diua of Field Progresa Reports (see App. D-2) 

submitted by Construction Officers. Operators' estimates er obtained 

trom time to time, roughly quarterl7, at such intervals aa progra 

change•, '.Teighed again t the diversion ot ettort involved, were consider­

ed to warrant re-estimate. 

b. Qonaql1datt4 Eot1J1ote1.- The lateat conatruotion and 

operation estimate• were ~rdinated and compiled each month to give a 

total district estimate. en actual operati na began, (early 1944), 

month]J' Oper tion• ports (s•• App. D-J) wera submitted which gave 

estimate• to JO June 1945, and thes• were used in preparing the monthl7 

district estimates. The breakdown waa by program (Y-12, K-25, etc), 

turther broken down into contracts and segregated into capital 81ld opera­

ting costs. The first estimate in which 11 the ba ic projects were 

included (I-12, l -25, x-10, P-9, I and S~ecial aterial1 Plants) waa 

prepared in !.larch 194.3. As aotivities were added, and the scope ot 

operations increased, the monthly estillatea rose alino t oontinuouaJ.7. 

Appendix A-1 shows the estimate total from rch 194.3 to Januarr 1947, 

bT lllQnth•. ount• shown are the current estimates for work detinite]J' 

planned at the time of the esti te. C pital costs include e ineering, 

design, and construction costs, and also ba io research and development 

to JO June 1945. Operating (continuing type) costs included special 

material production, prel.imina1'7 and actual product plant o~eration. 

It will noted t at estil:l&tes for per ting costs tor additional six 
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months period were added in tha report ot 31 a7 1943, Jl arch 1944, 

Jl Ju17 1944, and estimated coats tor an additional ye r' operation 

and tor the post war plant cost wer added in th r eport for 31 

December 1945. The det iled estimates trom hich these totals were 

taken are in the Reports and Statistics Section files under the heading, 

"Monthly Budget Statem_ents•. In June 1944, a monthly analysis ot the 

change in e timatea waa initiated and kept current until shortly after 

the cessation ~r hostilities when the unpredict ble ar time prograa 

modifications, which caused Jor changes in fund requir ents , would 

no longer be expected. These analyse• are ntered in the Report & 

Statistic• tiles under the heading, "Revi • ot Changea in ProJeot 

Estimates• . A summa17 ot the project estimate as of Jl Dece 1>4tr 1945 

ia attached, (see App. B-1). A graph showing onthly expenditures la 

also attached, (see App. A-2). 

2-3. Mgota. • The first tentative annual budget was prepared b7 

the Manhattan District in Dec&mber 1944, covering anticipated coat• 

tor the Fiscal Year 1946, (see App. C-3). An annual budg t had not 

been prepared in prior years tor three reasonaa 

a. Because ot the e erimental nature of the project, basic 

decisions concerning the aco~e ot the project could not be formulated 

tor the necessary eighteen months in dvance. 

b. Security required that t he scope ot the project, as would 

have been revealed by a large annual budget, be concealed as t r as 

possible from riar Department personnel, and even fro the Congres • A 

select group fro <fon ress as kept a vised of plans for the District. 

2.3 



c • . utborit y had b n recei~ed ~ the Chief t Zngineers, 

permitting t Manhattan Dis t rict to inour obligations in excess ot 

vailable tunds , thus reducin .fund requirements to cover act 1 expendi­

tures, (see App. D·4). 

In lieu of the o~stomary annual budg t procedure , fund requirements 1er 

r eviewed f r om time to ·ti.ma , and arrangements ere made to provide 

neceaa ry allotments to cover expenditures, ( 3e App. C·2 for example). 

·The e allot nts were de tro funds av Uable to th War D part ent. 

On J February 1945, the first annual budg t, in ~he • unt ot 792 

lli ns (for f iscal yeax- 1946), wa1 trsnumitted to Colonel LaCrou ot 

t he Office, Chi o£ ot gineera by General Groves, ( see App. C·J). Thi• 

budget w~ based on the .nonthly eti te as of 31 Dec ber 1944 and 

etailed beckup for the f igure 7 be found in the Reports end Statistic• 

file under the heading "Fund Requirements, F. I. 1946. 11 Reasonable 

contingency allow ees were included to provide for the etill unpredictable 

changes in th natur and scope ot operati one. The amount of 792 llilliou 

was lat er increased to J92 million1, ( see A • C-4), to allow t or the 

uthoriz tion of t he K-.27 ojaot and incr ea ed estimates for K-25. The 

r vised total tas predict d on total allot ants ot 1950 million dollars to 

30 June 1945, (see pp. C-5), wi th th und r t anding th t al lotm nt of a 
I 

po_rtion t t he 1950 could be deferred an dded to th 892 if' pref erred 

by higher utbority. Actual llotmente to 30 Jun 1945 iere 1 78 millions. 

The subs u t surren er of J an ermitted substanti 1 curtai l:nent ot 

f'und r q r emente, nd only 568 milli ons ere aotuall.y allott d during 

t £1 oal 7e r 1946, br inging th total of fund3 allotted to 2,446 

millions. .funds in t.he -?unt of 397 millions er e reque ted for the 



I. 

tiseal year 1947 backup for hich a prepared in estimate form and 

cop7 t hich ma7 be f ound in t he Reports and ~tatiatios f il under 

th beading "Fund Requir e nta, F, I . 1947", The eau ot the Budgei 

r educed this requirement to 200 millions in sub itting the President'• 

annual budget (war suppl ement) to Congress. Thi " a the first time 

a separate budget was prepared tor Dhattan ProJ ot tunctiona and it 

a entitled Atomic Service ar Department. F\inda b retotore requested 

troa Congreaa tor thia purpose had been hidden under ar Department 

titles and bad been d tended betore Congress in oft-the-record hearings. 

General Groves accompanied b,y Colonel D, E, Antea defended the proposed 

Atomio Service Appropriation tor F. Y. 1947 betore a sub-co ttee ot 

the House ot Repreaentativ 1 Committee on Ap ropriationa on Jl !a7 1946. 

A transcript ot the recorded hearing ms.7 be found i n the Reports and 

Statistics tile under t he heading "Appr opriation Hearings,• A bill was 

subsequently reported out on the f loor ot t he House, which would appro­

priate ·th• sua of three-hundred and sevent7-five million dollars for 

Atomic ~rvice tor the fiscal 7ear ending June JO, 1947. Thia bill 

waa enacted into Public Law 515. On Ju]J" 25, 1946, the ar Department 

Budget Otfice addressed a letter to the Commanding General, nhattan 

Project, requiring that a bldget tor t he tiso 1 year 1948 be prepared 

and submitted to hil office b;y ... eptember 14, 1946. A budget in the 

amount or five-hundred and seven million dollars aa submitted to and 

approved by the W r ~apartment. ean bile, Public Law 585, establishing 

th Atomic Energy Co ission as successor to t he nhattan Project, was 

2.5 
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e eted and the ·;1 r Department J lsted that portion of t heir 1948 budget 

request dee.ling ·Rith .Atomic Services . Prior to December .31 , 1946, two­

bundred d thirty udllion dollar had been llotted to the r•anhatt6Jl 

Projen ot t he three-hundred and seventy-f i ve milli on dollars appropriated 

by Congres for th fi se l year 1947. Ho e ver, one-hundred and fif teen 

million dol lars of this amount was revokod of , hich forty mill i on doll.are 

w s retained by the Office, Chi ef of Engineers, and ight;r- five million 

dollars wa transferred to the tomic .l!.n r gy CommissiJn by ecutive 

allocation on December 31, 1946. two-hundred and t'itty million dollars 

ot the :fund allotted in the f iscal t ear 1946 ere alao revolted -. nd 

transferred to the Atomic er Commi ssion. .As of December 31, 1946, 

the net allot ent to the nhattan roj ot totaled two-bi lli on-three-

hundr d and eleven million dollars . 

2.6 



TIO' 3 - CO? .tJ.C1 AUDI'I 

J•l. _encral . 

e obj cti~e of t he 

it of ·ar D p rt ent coat - lu~-fi:x d- fe contract 1 t o a ert i n t het 

he cont ·ctor ' invoic , c r t ified by b s in tru ~nd corr et, r 

i ccor ce ith t h provi ions of t h c ntr ct nd nr ub t~nti ted by 

accounting r co s nd oth r support vid nee . co plete r. nd detailed 

ainution of all tran action 1 n t i nrperativ to chi v thi obj cti¥ • 

&d t e nd ore pr ctie 1 t hod 1 t h , eel ction of a repr e 

a ction of th contr otor•e trans ction nd proc dureo for de 11 udit. 

ile t hi proc dur~ 1 de iation from t be basic philosophy ot checki 

in d t 11 every item of th contr ctor' co t , th ler volum of con-

tr et t o be udit d e D rt nt n the 1 it auppl ot 

co pet nt k s this odific tion of t ander J procedure retive. 

Thi eel ctiv audit es the ic appli t} ory of ' ttan District 

au it . In eneral, the uol for dminietrat i v · udit of Cost-Plue-A-

Fixed-F Con truotion Contr dt ," iaeu d b7 t he Co ot ineers and 

T 14-1000, 1sau d by r D r ent, w r t he sic 

in District procedures of ud1t, (S Ap • D-5 and D-6). 

• 2 ntr ators~ Intern l Qontrol. • n r the contractor 

int~in e aetiet ctory sy: te ot internal control, under whicl1 all ex-

penditur s on alf of the o n ract ar audited tor his o protection 

by hi own or anizatio , the interest s of the Gov rn ent c n be pro-

t cted, ithout duplic tin t he •ork rfor ed by t h contractor, by th 

use of flcxibl electiv audit perfor ed bJ a relativ~ ly s 11 nu b r 

J.l 
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r --peri . IC ·c• Gov rr 11ant. uditor~ . J\ :.. t. i sfaeto1•y 

control roquireo t.he BElJ.1 rotiv.\ of otivitieo anci r sponsibilitie~ \::, t :.-

the corJ,,ructor' organiz J. o , tog thor \ t i ppliot' ccou.'1t:ln r; c orJ•.r" l s , 

i n o.:®r tt ot every imp rtant phaac· r the' t.rarumctions f'~ • b · u.b.1oct to 

cros -ehcck. ~uch Byet.ao :dJ dzes the possibilit;;· of errors nc" just.-

ifies th depart.urc i'rco ri.c;i Gl'lc: detniled p:rocedureo of.' au i.t . The 

C:opt. ion f tho selective udit p1•oceduro dooo J:iot reduce in e .y .r the 

necessit.y o:: a revitw. of Q:.1t~uent. and sche<.iul es in support o.' all ouchero 

subniitte for rcimburseo.ent b th cont~ tor. Ho\'1ever, by t.. h · elli~ina\.ion. 

ot u·1product:ive detailed checkine, moro time is ail.able for euch revi , 

by th Gover ·uent aucitor. 

c. Extent cf Selectiv Audit. • ln order t hat th eJ..-t lt of 

th selectiv udit. procedur may be determined tor y particular e oot roet, 

t he cont ctor1 syst of internal control i f iret r eviewed by the Govern-
' 

:ment aud,6tor to wh the audit reaponsihility for the contr act hna been aa.,. 

sign d. An outline ie then pre red which ahems th sco1..;c and adequacy cf 

the eontrc otor1 s int ernal. control. If th control are not adequate,, and 

if it 1 pract.1cabl to corr ct the def icienaie ... , t he contr ctor is r equir­

ed t o do so. Upon approval of the systan of intemnl control, the eJrt..ent 

to ich selective audit procedures re to be pplied i s detol'Yidned. In 

tte ctwe of eertain · cl saes er expen itures by the cont. ra-:t or , \.here; ordi-

narily no quostion as to their allowobility fra:i ·a technical st..a idpc.int 

todsts , t c audit prohle::i iB to ubstantiate the utf cnticit r anC. r.iBthe-

mot ieal accura •~:,· or ouch cx1~nditures . v;here the volUc.:J.e of individua 

tr naaot icn~ cf these classes cif mq .emlit.ures is consider'· bl , t .t1e s l cl-



or doubtful for llo nbility, e ubjected to a more extensive revi w 

d in ony c~ses r given a corui: letc and det ailed examin~tion. 

elective · .thod of audit throughout the Di trict, a fixEd ana continuing 

ttern of procedure was car tully avoided nd t he cope nd ext t ot t he 

udit progra~ p riodically revised. h11 t h policy of the District w 

to plae mphasis on t he xaminstion ot t he l rger ola ses of trnnuaetions, 

a repr eentativ group of 11 cle sea of the contructor ' tre.nsectlone 

waa leo selected . In t hi way, an audit or a r lntiv ly 11 number of 

tr sact.ion · cover the gre t er part of the doll r total of auch tr. n -

actions. 
. d 

Y.hen the revier. of the i nternal control procedur s di closcp:' 

t hat c r 1n phase of t h . trangactions were not entirely adequate• a 

ore •xtensive udit 'lffl S f · ect d, nd ·icilarly where the uelective 

audit procedure di clo!ed numerous rrors , a complete d6ta11Ed check 

ae de of that phase ct the contraotor1e ecounts . 

• Jlesyl.S:r; of Seleettye Audit . - Exist conditfonr 

d ter in€ t he necessity tor expe.~sion of any rtieular audit program. 

The oontractore• ystem of eooounting and internal control was periodically 

checked to insure that it Gdequat ly pro~ect d t he inter t s of the 

Govern nt, nd the audit wee projected tar enough to establish the 

credibility of the ·accounting records nd dat supporting reimburse ent 

t o the con~r c or. Selective euditi.g, in t hose oe. es wh re ere are 

setiatactor y internal controls, not only r due d the cost of uditing and 

result d in mor·f.t satiefactory udit.e, but ccel rated reimbursement to 

cost-plus•tixed ... f e oontr ctors or t .he D1atr1et. 

f. 



inaugurate:l for · District research contr ctor • · Inasmuch t h bu sic 

manuels require d t ail d supporting document8tion, and bee us t he work 

being perform d by re arch contr ctor did not 1 nd itself t o these 

det iled proe duree, it wee considered edvisabl to apply dif£ rent 

standards of audit to the o contracts. A procedure known a the "0• s. 

R. D. Procedur " due t o it in.augur tion by nd approval for the Ortic 

of Scientific Re rch and D velo ent was, therefor , pl ced into effect 

after being discussed 1th and verbally approYed by the Chief, Audit Div­

ision, c. A. o. This procedur , in general, p rmitted t he r tention of 

aupportin document by t he contractor rather than their use in upport 

of rei bursement voucher , and established r lmbur ement t hroueh the use 

of certificates r ther than by documents (S e App . c-6). 

3.2. Xouqber fr<>oeijuree. 

a. 2eneral• - The voucher procedures of the District tollow 

the finance series of rmy R guletiona and .ar Department Teehnic 1 l4anual 

14-504 (See App . D-7). In general , the cont ractor prepared hi reimburse­

ment wuchere within his own org nization, audit ed auch vouchers for allowe­

billty under his contract nd tor adeqWiicy of documentary support, and 

oertifi to the justness and correetnes of his cl i m. The reimbura ment 

vouchers were th n sulY.nitted by the contractor to the Government auditor to 

whom the audit r sponsibility for t he contract bed been ssigned. The 

auditor elected e representative cro s • seotion of th claim for selective 

audit in accord nee with t he principl es outlined in para.graph J-l. The 

voucher es then approved by the auditor, or returned to the contractor 

if rrors wer found. I f t he the auditor submitted the 



el.elm to the appr~pri t eont raetin offi cer f or certific tionG . he 

vouc r tts then u tted i n t ht us"JAl mrum r t o Dist rict het.dquarterE> 

for p ent. The voucher, &~er r c i pt t District headquarter 1 was 

r vi w d by ' ie District udit t ft prior pr esent ation for pa ent. 

hie u.dit consi ted of fl ch ok of t he major items, such e. certiticetions , 

corr ctne e of form, correctne of f iec l account ing d t , tc., and t h 

intenence of t h n c se ey r cords i n connection with t he no of ue 

vouch rs. Th UO£f... a Audit Group'' ot the District ud1t atliff which 

performed thi : final revi was not charg d with the udit re ponsibility 

or th eontracte for hioh i t reviewed rei.mbureement vouch r • In t.hie 

wuy, n ind r nd nt .check ae perform by uditor who w re in e position 

to note question ble ite which y not have been appar t to the r aponsi ble 

auditor ho w 8 in dsi]T con ot with cl s under the contractunl terms . 

Thie ay t of doubl ch ck elimin ted y qu stion which might otherwise 

hav en r 1sed bJ other ccounting . gen~ies of the Gov ro nt, nd ae, 

th r fore , .th et int r sts of both the Government and t h oont r ct.or . 

Flow-Char ot thi eyst is e.tte.ehed e App. A ... ) . 

b. frtn~tnt1<m...2L.B ~~t Yoych r • ... Th pr paration 

of e contr ct r 1mbursement oucher varied with t he typ of contr ct 

end the d ree of s curity necea ary for applic&tion to ch type . All 

vouchers ot the Dist rict were cle sified into one of six roups 

tollow 1 

gro'Qk ! · contained onl y vouchers pertaining t o cer t in 

Univ r 1ty and Colle contracts, r egard! ss of t h type or els e ifica­

tion of the contracts 

~ pertai ning t o contr ctors 



whose f.f'ilietions viith the District, i t' knoi·m, would be detrioento l t o 

t he Di..., trict ecurity program, xolusive of Gr.:iup l contreets, nd re-

gerdless of t rpe or claasifloat1on of the contract; 

.Qx:oup l• con i ned vouchers pert ai ning t o Oo~t·Plus·A· 

Fixed-Fee, Cost-Plus-Overhead, and Coat -Plus-Allo anee contract$ regard• 

less of t heir classification, toeether with cles ifi contract• raga • 

l ss or t heir t ype , • elusive of G oup l end Group 2 vouchers ; 

~roup A - contain d vouchers p rteinins t o unclassi!ied 

contracts~ exclusive of Group l , Grour 2, e.nd Group 3 voucher sJ 

Qr.gup ~ ... cont ain d •only vouchers per ining to travel 

of tilitary snd Ci v111An Personnel. Group 5 ... A contained only m;clagsifi§d 

trevel vouch rs; Croup 5·B eont e. ined only Ql Hi.fit~ t ravel vouchers; 

grgup 6 - contained only Standard Form 1 0 (Voucher 

for Adjust ments _between Appr oprbtion and/or Funds ). Group 6-A cont ained 

only unQl !§it:ied 1080' U Group 6-B contained only ,alass1fitd l,MQ1 !• 

c. !eoeesi~Y for Vgycner Preuaration Pr oo@dyr§e- - These 

eroupings were nece se.ry tor two r sons . First, it w s believed that 

a eerious eourity breech might r esult from 8 continueticn or t he practice 

cf submitting vouohere for pa,.ment t<> the' Fi nence Officer, u. s. Army, 

Knoxvill , Tennessee, i nstituted upon the decentralization of disbursing 

prooeduree: (See par. 5 ... aa). While uch voucher ! were unelassified, the 

names of some contractors were nationally known i n various tielde of 

scientific research, nd the revelation of e connection between such 
qc+;.,,.j+)e.;i 

contractors and District aei\ivies might be detrimental t o security. 

Second, atta inment of successful results from the ctivitiee of the 

Oene!:"&l Acoounti Office f r ojeet udit Gr oup st Oak Ridge made i t 

"r . 

.J.6 



1 er tivc th t reimbur cnt vouchers be placed in t h fO ee &ion of 

this Au it Orou . e soon after pprov 1 as po ibl • These t wo purpose& 

the Engineer Disbursing Of fieer in 

the Di trict be dquort r for ym nt of vouchers containine info tion 

d tri entel to security, and by e tebli bing ne District regulstione 

re t1v to voucher prep ration~ (See App.C...6 nd 0•7). 

d. fJi UX Results of You2ber froparatiqQ Prqgegurei• • 

The e t bli hment of Group 11 21 5-B and 6-B, which included 11 

vouchers ot e co rom1aing nature, and the claesU'ieetion of all vouchers 

within Groups l nd 2 s ndatory nsecret" ' vouchers, ma.de payment in 

th District headquarters nee 818!"1• In this way t b.e compromieing 

vouchere were at all times within the security surveillance of the Die• 

trict, nd could be eurrendered t o the General Accounti Office Project 

Audit Group t Oek Rid e 1 ediately fter payment. The establiahment 

of Group ) t o include all voucher to be udited by tbe General Account-

1.n,g Office Pro.1 ct Audit Group, with the exception of Groupe 1 n1i 2 

vouch rs, permitted the insertion of ttQ eral Accounting Office Advance 

Copy" in t he voucher. This 9 .Adve.nee Copy" was r t.urned by the Finance 

Officer, u. s. 1 lnoxville, Tennes ee, immed.iet ly after payment, to 

the ner 1 Accounting Oftic Project Audit Group et Oak Ridge. Inasmuch 

as all documente supporting t he r 1 buree ent vouchers e:r detached 

trom the voucher befor subdssion to th Financ Officer, u. s. Army, 

Knoxvill , tenneaaee, for yment , (eee Grou J voucher pr par tion 

chart in Appendix c-7), this "Advance Oopyn of tbe paid voucher cou ld be 

matched by t be Pro j ot udit Group nd t he udit by the General 

Accounting Oftic ete.rtcd. Thia procedur~ . resulted 1n 11 
,i:=...;t.;;..'-t!""'~·4~- ~.:.;~. 



da b inf ! vt.ilnbl • for Gen r l Jcoountine Office udit purpos s in, 

gen r&ll , t o dEl. j'El from 

r turn o! t h orlgirml puid voucher for audit uld heva resulted in 

d l ys v , int from t"uo to four month • 

• b condary ul ts of Vouchc r Prooedur s • 

The groupinr. of r.11 oontr ct r imburs ment oucher , e.ltnough st bliahed 

pri.mfirily for eeurity purpos 
' 

1 o r ulted in inore ing disburaementa 

by tl Finnnc Officer , u . s . Army, lnoxville , 'l'ennea o , inasmuch 85 

Group 3 anci Group 4 claaeificatione {i . e . th se contract groups p~id by 

th Army Fin no Officer) . contained 84 percent of the contract of the 

District . Tai w s highly desir ble , since it p rmitted th intenanc 

of only inimum stllff o District Office Finano ploy~e in tho Di -

trict ll udqwirtera . 

r. Devifltion f r om It will 

b noted from the flo"'- chart of vouch r (see Jpp . A- 3) thet only clae-

ified voucher• were su mitt d by the H nford En&inoer .ork.s to the Di - · 

trict be dqu rtera for pa. ent . Thi in ccorda ce with inBtruotione 

i saued 24 arch 1944 , (aee App . D· B) . Because of t h great distances in-

volved, and the resultant time inter val for submission of r imburaomont 

vouch rs acroa t he continent , pe.;vmont .of unelauifi d voucher originat-

i ng a t t h Hanford F.nr;inoer \\orlcs wer aubm!tt d to the Fina.noe Officer, 

u. s. Army, V noou r Barracks , 1ie hington. Ina uch s no Group 1 or 

Group 2 oontnaotu w re in xisteno , 11 oontraotc at thi site w r oodi• 

.fied Group 3 or Group 4 . Th refor , s curity could be adequat l y- pre-

aerv d a pa : m nts to oontr otors nccelerat d by the us of thi modi-

tied proo dur • If nd when the n ce sity tor Group 1 nd Group 2 p yment 
• 

arose, such p ymenta ere to b Disbursing Officer in th 

I 



Dist2: ict JI dquart rs . 

3-.3 . &ld.\'tJ?f Ac1vanc ·; Psn;2:nts :t2 Contrat;j;Q,ti> • 

a . Q.eneniJ.. It i t e policy of the Chief of Engin NI to 

decentralize the euthority for ki.n£ sdvan pa nts, toeether 1th the 

edminist tion thereof, to Contraotin Offie r s . l!:aoh Contracting Officer 

ie r s, nsible for intenene of proper ocounting records, the 

pomputs.tio of inter st .her pplic bl , the preparation of the requir 

financial report , and the periodic fl it of tpe contr ctor • ec.ounting 

records • ./ 'this le.st responsibility r.t be exercised not less ~ quently 

than oncei e l.lch six montho, snd hee liS its objectives: (l) determination 

tbut deposits ar de in eocordance 1 tJ th vance payment ~o nt, 

(2) an surane that th fU.nd in the advance Pfi. nt e.eeount are bein€ 

used, or have been used, tor the purpose intended end tor which th 

~dvanee was authorised, {3) ssuranee the the rate of disbursement 

from the apeeie.1 d posit account set up under the advance payment agree• 

ment 1s not excesei , and (4) e. d t rmination th t no conditions exist, 

either with respect to the financial condition of th contrEictor or the 

manner in which the adva.nc e e disbursed or used, hi.ch adversely 

atfect the best interests of th Government, or which in any way might 

affect the efficient and xpeditioUfl oompl tion of the con~ ct. 

b. lgpor\ RCN)lireg . Standard. prooedur req~es that a report 

be eubmitted after a.ch e.udit. This report is narretive in form, and i 

supported by pertinent schedules . This report e.lao co~taine a signed 

stat . ent by th contractor which includes the follo ing dntes (1) con­

tract number end dcte , (2) type of contractor, (3) authorised amount of 

advano payments, {4) mount of advance payments r ceived, (5 ) uount or 
edvanc " payments liquid ted, , end (6) amount of advsnce r.ayments outetanding, 



.· 

It s beli ved t bt.t t o h& thi 1•eport t o hi 1h r EiUthori t ould 

have b e detr n 1 t the etri t curit, of the District . ccord ly, 

b letter dtt d 26 tobc l 44, (ea App . D-9), the Chief of gin er 

.w r equ st.ed o grant an exe tior: for t h · sub esion of this re1iort with 

th sti ul tion th t udi r port rt ining t advance ym nts ould 

be in in by Dietriot . Thi xc ption a granted on Jl October 

1944, <• • D· lO) . 

)-4. ~AU52Wl..JU.::m...:~...YmW:&Ll...l~!lW~..Ja:lls.&l • 

a. §tntffi!!ent of Policy. Th ar De rtment r ecogniz .B that 

th Gen r al ocountin Off i i chi! (" d wi t h ind · ndent po:st udit 

or public tund di bure ments Wld r th Bud t nd Accounting Act, (42 

tat. 2 ) ( P• D-1) . 'l'h Departm nt aoti~el;.r . follo s the policy of 

assi tine th Gener 1 Accounting Of'fioe in every w y pr ctic .ble in 1ng 

• 
th. kind of udi t it considers nee os ry in th y 1 t d eme mo t 

appropriat • The General ccountine o.rrio in turn r .cogniz s that the 

r D per nt uthoriti ibl for the dm1nistr t ive udit 

of cost-plus-fixed-fe cont racts , an it 1 t h expressed intent of that 

otfio t o c WI t h minimum 1.nterfer -nc 1th War Depar nt uditors o.nd 

the ork of the contractors. 

b. Di atribution of Vqughe.rs t q the Qeneral Aceollllt ing Otfioe. 

Fro th inception of the District until l April 1943, pai d original 

voucher were sur ndere t o the Chief of Fine.nee, u. ~ . , f or aubs -

quent delivery to t h ehington Offic of the Goner 1 coounting otfioe . 

nt r .lized its ccounting functione 

to tour r i o l c~ounting off i ce t N . York, N. Y., 

tlant , or ia , Chicago, Illinoi 1 and U>e iingeles , C llfornia. During 

t h peri od l A ril to l S pt em r 1943, 11 p id origin 
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surrendered t o t h Ar / Regio l cco ti. Off o • a , York, l . Y. 1 

hie t in tum periodicuJ.ly fer 1a d ch vouch r l Aecount-

111€ Office . csu of the clt nee in District he qWtrt rs in t h month 

of ugust 194.3 f'rom e York , Tennes e , eub u nt vouc r 

we submitted .U:'ter ""A~ifmftnt to the Ar 

" Atlent.E., G or ta. 

Of :fice in 

c. jst,e.bliobment of Pro1§ct Audit Groups for D•strict. 

It w s realized that ccumuletiona of Youcher at locations outside 

th control of th District migbt seriously impair th . eecurity of the 

progr , and action w e taken during the closin monthe of 1943 to effect 

& ore stringent control over peid vouchers. These efforts l d to dis­

cusaionB with th •taff of the Fiscal Director, u. s. Ji.ruzy, and member 

ot th General, Accounting Office, nd culminated in approv 1 for 

establiahment of t o G e,ral coounting Office I'rojeot udit Group for 

the District. J (Se Paragraph 5•2c). The e Project Audit Groups were 

establish t the District lfldqua1·t r in Oe.k Ridge, tenne see, and at 

the Hnnford Engineer 1ork in Richland, '.J ehington. Th p i d voucher 

pr viously referred to ere transf erred fro tho General Accounting 

Office in & hington , D. c., to the ProJeot wit Group to which they 

per ined. I Th classified eontracte of the istriet, son of which ere 

in th . hington office of the Cienerel Accounting Offio ere r istri· . 

buted in a like manner • ..J Neees acy voult storage space a tu.rnish d t he 

General Accountinr, Office at e ch site in order t o meet the. eeourity 

requirements .of the Distr1et.J a er ult of the for goi , th . paid 

vouchers n contr cts ere placed in .the custody of th General ccount-

in Of.fie u r uir by the Budget am ccouo.ti . J•ct, · th necesa 

eeourity so vi'Wl t o the oper ·tion of the l.listrict Eis int!:ined. 



d., 

f:J cur1ty of th District dete 1n d, to ll. great extent, the scope or the 

Project J.udits rfor ed by t he Geners.l Acooµr1t1n{~ Office . V ith th 

exc ptio of vouchers originnting t or pert i rl.nc to th enford Engineer 

1or s , t he Oak Ridge Project Audit Group performed the audit of all paid 

reimbursement voucher rtainine to cret, Confidential, and Restricted 

contractu of th Distri t regardless of tl c · esifieation of euch vouch rs, 
I 

together ith ll SEJcr t and Confidenti!l.l paid vouchers r e rdleee of the 

type of such vouchers. In thie manner every pe.id wucber ich 1n its lf 

ae detr nt~l to security or wpich referred cl.6.esified eontr cte w 

ca ble of r etention within th oeourit y urveill nee of the District. 

• Maison YfitQ Gworal Accountine Offige . A group of tour 

General Accounting Office auditors arrived t Oek Ridg for preliminnry 

disc aions 1n J, nuary 1944• · t this time tl e District, eeing th need 

for t he centr~llristion of contact between the General .kceounUne Ottice 

and the District, established & District General Acco\Ultiri Otfic Liaison 

0.ft'icer. Thie officer e.s chars d initially ith the promUlge.tion of 

procedures bet een the District and the General Aooountirl.g Office, anci 

le.ter with the r ceipt, distribution and clearance of all General Accoimt­

ing Office Informal Inquiries, Formal · otices of Exception, (Std. Form 

!lo. 1100) , and eimil.llr requeata originating with t he Oak Ridge Group. 

The Ohief Project AUdito~ t the Benford &lgineer ~orks ected in 6 similar 

capacity f or the Hanford Engineer Works Group. In ebrusry 1944, the 

Gener l coounting Offic ssign d a r eident Chief Cost Auditor to ach 

Audit Group, end &e quickly as poesiblt1 assigned auditore to each Group . 

1:he Oak Ridge Groll).; consisted of t wenty eudi tore, while t he Hanfo · 
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· 1nec1· · ork 'rou~, totaled ten au i tor • 

f . ec UB of th s uri r uire on 

of tl ietrict, ~terit.16 and oth itenw h to be 

r u.c c:i t o co • ed on th G ne~ 1 ccountine otfic k 

not no all encounter in its udit . r bl ms of t 1 kind er r f rred 

t o tt . Di trict · .ineer or hi ecutiv ffioeT~ , in th c se of th 

orks Grou • n o o ca 

of th 

iaed by th 

n!'ord inc. r 

ccount-

ing Of fie could n c u of cur1ty. B • v: rbal 

in ach ca , th Gen r~l co\mtin Offic ha d f rr d su h qu t1ons 

tilth n ed for urity ·no log r 

•. · JUtnfil~W~W....:iJ~S.fll:sllWU::;C!lSLWiJ!.!1:.atti• ho jor d -
tions f r om iz ry in connection it.h 

Distr et r l tions with th G n rel Aocotmt Offic • Tb e devi tions 

related to (1) documcnttltion mid cl aificntion of all Di trict r i,m ... 

bur nt vouch rs , mid (2) tbod of proc~dlll£ tor handlin or l 

otioee of Exe ption tmd reln d r cla vou her • ch is bri f"J¥ 

discussed belo : 

(1) pogwuenta,tign anti Cla.1siti9otion of Reimbursgment 

vouchers . Bo US"' of District aecurit r re . tiona, it e con idered 

inadvi able to sub t to tb yin Finmiee Officers vouchers for r im-

burs nt " icb cont in d 11 oc ntary vid nca suwartin s ch 

bureement. To ha don thi ould h&v r &ulted in en ccumulation of 

id voucher , th ch he. alre dy discuss • 

Th nor 1 project it prooedur s of th · G ~ l ccountin Off ice 

ere ilk i <. co sider 1r bl 1 1na mucL 

t 



-
ouebere, though unsupporte•' nd conteinin • no doawnentation, ould be 

forward ' to the ~.n shin[tou Offic of th Generi... 11.ccountin ' Offi c , 

tiler b~' fiordint; en opportun1t- t o person~ not under Di triot control 

to ain knoTJled 'e of t e ecop end volume of di bur ement~ of tlJ Dis•· 

trict. A edified procedur ap , t herefore, adopt ed hich permitted 

the supporting document t o be remov d from t he approv d vouch rs 

prior to ps.yment end surrendered to t he Gener al .J~ecounting Offi e Project 

Audit Groups ( aee PP• C-7) . Th p yin F'inance Officer w..de p yment 

of the voucher on the bu i of the nor l certificntion appearing on 

the. voucher xecuted by an authorized C rtii'yine Officer . Arra.n ements 

ere made i t h the pr.ropriate udit Branches of the Gener 1 Account-

ing Office, .hich wer loc ted at ecb /lrrrry Regional ccounting Office, 

to return all pa.id origi n 1 vouch rs to the Project Audit Groups . B th 

use of this proc dure, security woe adequat ely protected and t h peed of 

the General Accounting Offic udit h tened . 

(2) iNthods of Prgcod.urea for formal Notic~§ of £xcept1on 

,&;nd Related Reel 1m Youpherp . In order th t '.e.r Department contr ets 

at time of termi.nr:.tion mi ht be 6S current as possible , the Under S cretary 

of ar , on 6 December 1944, ( ee AJP• D-11) , directed that upon receipt of 

a 1''ormel Notice of Exception from the Gener l Accounting Office, the 

except d amount should be 1mm diet ly collected by deduction from current 

claims of t he contractor . Becc.us t he Distri t bed many contracts which 

provided for (a) reimbursem nt of costs without fix d fee , (b) r imburse• 

ments of covts 1th a fixed t e of 1, and {c) reimbursement of costs ·ith 

an indemnifying ranty, it a felt th~t i mmedi at deductions of amount s 

exc pted by t he General .h.ccount1ng Off ice under t hese typ~s of contrc.ets 

ould not be proper. Accordin ly, the DiEtrict requ eted, by letter det ed 



8 Janu ry 1945 t o t h isocl Director, u. s. Ar my, ~ho baa been charged 

b.: t he Under Secretary of Y1er i t h t he issu.ance of i nstructions neceHnry 

t o sec ·re the desired r esult s , an exemption t o cover xaept ed amounts 

under these t s of contr cts, (e e App . D-12). Thie wa iver ae 

approved on 1 Februnry 19451 (a App, D- l.J) a.Id incorporated into the 

District ethode of prooedur • The procedure of edinte deduction 

a t out by t he Fiac l Dir ct<>r 111 Finanee Bulletin, No. 105, 16 Dee ber 

19.44, (eee App, »•14), wa. effected. tor all other amounts except d by 

t he General Accounting Ottice on Formal Notice of Exception. When the 

contr ctor believed that a deduction, because of General .Accounting 

Office ud1t action, w&e erroneous, reclaim voucher wae sul:nitted. 

All such reclaim Youehers, for eeeurity reaaona, were eubmitted to 

the General Accounting Oftioe, Liaison Off icer and t ransmitted t.o the 

Comptroller Gen.eral tor advance decision by the Engineer Disbursing 

Officer in t he District headquarter•, (aee App. C-8). 



S I Ol; 4 - FI " ~ct 

4.1. 

• t h n ... 

hatt n District w re tho e pr scr i d by the Office of th Fisc 1 Dir ctor, 

Ar1.I1Y Service orce d by t.he Ott ce, Chi ef of Engineer , for us t 

field ins ll tions. be Di trie r nee procedures c n be divid .d 

into wo general parts, ccountin nd vouchering. Th A.ccount-

inr; eyst w a origins.Uy e bliehed in aecorde.nce with t he Fill ce 

and Accounting nus.1 for Military .Funds issued by th Chief of = ineer , 

( e e pp. f)..15) • Ch e in t he aya m wer de tr ti to time 

a n instructions were 1 sued by t he agenei s ref err d to above. The 

17stem provided eutf icient ecoOUllting r ecord of t he r o ipt , obligation, 

expenditure and coll etion of appropriet d tunds .d w s df.lsign d so a 

to make account i ng informetion Y ilabl t abort. notice. The vouch r 

procedur s diaeu eed i n this e ction per in to tr v l and co rciel 

accounts and ar t hoee prescribed. by t he inance Dep rtment cries of 

Army gul t.ions and by th r Depart nt Technic l nuale 14-S0.3, (e e 

PP• D-16), 14·50.4 (ae App, D-7), and 14·507 (aee App. D-17). 

vided etf ective controls over t he use cf appr opriat ed fwlds end t 0111 .. 

tated t b pr Pfil"i tion of financial r ports tor District dmlnietrative 

purposes an l tor t h intor tion of higher authority. The deh contained 

i n t he r ports were utiliz d by t he Di trict offio in holding tund require• 

ments t o dosir d ini , in effecting prompt payments and coll ctions, 

and 111 asur 1ng t he t f'iciency end eff <:'tivenese of oi;erations and ad.minis• 

. 4.1 



trntion en r lly. ·ucli utiliz tion .::. e rt1c t o tbi 

off c because o tb ographic spr ead of oper tione an t~ v iec 

nat of o er tion • 

• 

{1) 

Allo of fund tor eon truetion etion wer made by ' Chit 
\ 

of t ly entered int.~~ Di' trict 
\ ' 

l dger and t h ri oftice noti!'i d t t he appropri&tion evmbol, \ 

t d 1gne ion, project account, object clas:sific tion, nd ot \ 
\ 

th limit t 1ons o e ue of the tunds. 

into tion h 18 · ed by t he Di trict Office nd th erea in t he 

prepnr t1on of e tr ats, purcba e ord i , requisitions, p nt vouchers, 

e, r nspo t ati o r quest and 

of lading.- B 11.er i nfo tion re rdin th op n allot ente tor ottioer~' 

pay and llo anoe 1 enliet d n'e y nd llow ne s, r tion llo ce~, 

trav ·l end transportation, was tren itted t o the ar ~ office 

diet l.y upon r c i t in th Di trict office. Theee data wer used i n 

th preparation of officer _' p y vouchers, list d a n 's pe.yrolle, tr vel 

ord rs , tran port tion reque ts nd bill or lading. The open ellotmente 

wer thoe pr scribed the ftar Depar nt ( App. D ... 18) tor expenditur 

without limitation e t amount, provided th expenditur s were of the 

natur · cifi d in t he instructions r l et t o the us of t h respective 

account • 

( .3 ) - Funds tor 



civili n die 1 ttention of m.ilit r per onnel llot t e.d t~e 

Surgeon Gener l . Fun a f or t he clter tio s of clothinf of nlieted 

o en, fun ' s for t he el f a of lie r sonnel ; d fisca l y ~ r 

1946 tunde for o rv oee t t h . Clinton .n,zineer 1orke 

were fUrni hed by tb Co ner 1, Fourth S rvic Co nd. 

11 vouch ch fine th a tunde • r pr red t Di trict h dq ters . 

Th e e.llo n de quarterl in accord nee with eat t e sub-

tt d. 

(4) Fieoal Tear Tote.la. • The t otal 

durine &ch tiec l year 1• aa followei 

71aoal Tear 1945 
Piecal Year 194' 
Fi•oal. Year 1946 
iecal Te r 1946 

1iacal Year l 41 (to 81 Deoe er 19,6) 

Total to Sl December 1946 

ount of' funda allotted 

ass,000,000.00 
4:22, 935,396.70 

1,069,929,609.74 
667,658,lS0.60 

-134,976,Sll.69 

2,ll0,6'4,l26.S5 

The ainue total tor allotaenta during ti cal year 1947 ia due to revooa-

tiona of unexpended balanoe1 of District tunda for the purpose of pro• 

Tiding funds tor the O. S. Atomic En rcy Commieaion. A detailed liat 

ot all allotment and revocations 11 attached as Appendix B-2. 

b. Obligation • 

(1) Accounting Procedure. • The tenn "Obligation M s UI d 

in finance procedure c be defined a. th amount of oont r ote a.w rded, 

ordera placed, or • ervioos rec ived, or the ount of any oth r trana-

a.otion hich legally r aervee an appropriation or fund f or e:xpendit~r • All 

originating unit in t he Diatriot otfioe forward d copy of ach obliga-

tion dooument to th Finance Section for posting to the accounts . Until April ,.... 



- - . .. 
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1944, th proc dure tor the r offie a •ae 1dentic 1 th th t of the 

District offic • All doc nts nee e1ary for th maintenance ot oblig -

tion records were tra.n 1tted to th District office for recordin i 

detail. Theae obli ation r liquid ted by means of expenditu 

voueh r 1ent by th areas to t Di trict office tor p nt. The 

only change in 1:he procedure occurred in April 1944 and July 1946 

when th Hanford Engineer orks and anta F Area, reepeetiT ly, were 

authorh d to k ep in pendent fine.nee records d to transmit monthly 

report• to the District office for conaolidation (1ee App. D-8). All 

obligations on the Diatriet ledgers pertain! to Hanford and Santa F 

were transferred to th area account1. 

(2) Over-obligation ot Funds • That it would b neceseary to 

over-obligate tunda waa reoogni&ed during the early planning tor the 

project, A letter dated 13 June 1942 addreas d to Ron. H. A. allace, 

Vio Pr aident of the United tates, Bon. Henry L. Sti son, S oretary of 

ar, and Gen. G o. c. Kar1ball, Chi f or Statf, by Dr. J. • Conant, 

Che.irman ?iDRC , and Dr. V. uah, Dir otor, OSRD, and outlining a general 

prog tor th produotion of Atomic ia1ion Bo ba inolud d the follow• 

inga "In order. to avoid d lay and/or auapension of the •ork on a.ny 

phaa er the e project • • • • the Chief or Eng1n era should be authorised 

to e xpendi.ture tr or over-obli to any fund under hh control 

with the un reto.ndin that he 111 b reimbursed for 1uoh exp ndi tures 

e.t e. 1 ter date. Thie progr wa approved by the above entioned 

addr e eee. In letter or 17 J appro 1 of the Pr lident of 

the United St t e w a also 1olicit d by Dr. V. Bu h, and it too w granted. 

Photo1tatic oopie of these letters wer of the 



District ine r, (aee App . D-4). 

c. E:xpenditur s. 

(1) Accounting Procedurea . - The expenditur recor er 

int n d by posting the totals of Youchera paid by the Yarious di• -

bursin officers. Under the oentraliaed aooountin control 1yate us d 

b th nhattan Di trict durin the perioQ Au uet l 4~-Karoh 19'4, all 

doou nta necea aey tor the prop r recording er exp nditurea • eent 

by the are a to the D11trict orr1ce. Beoause or 1 curity reat.rictions, 

all vouch re oo er1ng the expenditure or Dietrict funds were sent by 

the ar as to the diebur ing officer in the Di etriot otfioe tor pay-

ent . Therefor~, det 1led recorde of expenditures could be kept with-

out tmdue difficulty. Bee uae of th inatallatio or·the General Account-

ing Oftic Fi ld nits (aee Par. S-4c) d the r aul tant reviBion in 

vouch r proc dure , certain change in th accountin proc duro were de 

a of l April 1944. Hanfor d gin er ftork wa.a authoriied by the 

triet orfioe on 24 arch 1944 to aen d payment voucher ~o the Finance 

Officer, u. • Array. V&neouv r Barrack1, a1hington, and to ma.intain 

aeparate aecountin records (eee App . D-8) . ~onthly reports of 

expenditures wer aubmitted by Hanford to the Di1triet Ottice for con-

eolidation with the controlling record&. Although no General Account-

ing Otfic Field Unit was eatablilhed at Santa fe , that ottice 1 

authoriz d by the Dietriet otfic on 27 arch 194 to aend unclassified 

Touch rs to the Finan Otfioer, U. s. Army, Fort Bliaa , Texa5, &nd t 

tran it copie of paid vouchers to the District office tor accountin 

purpoaes (ae App. D-lS). I n order that th consolidat d xpendi ture 

report to irher authorit r woul d cont in all expenditures, ar range-·-



mente ere ade whereby ant a Fe would notify e Dbtrict office by 

teletype or the dollar mount of all vouchers p ro ed nd tol"t.'erd d 

to Fi~ce Otficer for which no paid copi es had been r eel ea. On 

July 1, 1946 t he Santa · e A a w s eompletel decentr lized insof r ae 

t hE ub.ds ion of vouchers ss eonc med. A Finencc Officer , u. s. 
Ari»y, wes st blisb d. et S nta Fe; N e:deo nd oll pa ents both 

classified and unclasai!i were proce ed by t he Senta Fe r e through 

the local Fin no Officer. Sep rato coounting r eords re · intQ1ned 

at Santa F and monthly ~ port submitted to the Dietrict Office for 

eonsolidetion 1th the controlling records. Effective Ue;y 15 ~d 20, 

1944 pn;yrolls for gred d and ungraded mployeea respectively, on duty 

in t he York etropoliten r gion, l re proce eed for peyeent through 

the fin nee f ice, 11 . s • . Army, r e York, ew York . Expenditures were 

maintained by the District Offic Finance S$etion es record~d from 

f'i cal copy of payroll voucher furni ed b:·,,. t he New York Finance Office. 

All ether ar ae ntinued to eend th i r vouchers to the District office 

tor processing, but becau e of t he vi ed vouch r procedure, the 

majority of auch vouchers wer torwnrded to 1'be Fin noe Offic r , U. s. 

A:rrq, ICnoxvill , Tellllea e , ( ~ub equentl7 oved to Oak Ridge) !or 

paym nt. The u e of other tinane oftioere bJrought about the neeeeaitT 

for the establishment ot ddition l eontrol in the District off ice to 

insure t h t 11 vouch r s ere recorded in the !inane accounts. During 

t he period 1 August 1()42 ..... 31 De e .ber 1946 total ot 207, 83L. exp diture 

vouch rs ere processed thro h the penditure account~ of the District . 

A chart indie tin the flo of ll differ nt types of oxpenditur 

vouchers i attached s r. pend1x -4. 

(2) J!eport§. - onthly reports ot: obligations and e enditures 
_.-



pert ininc to con1truction d op r t ion llot nte wer p pared tor 

eubm.11 ion to the Chief of En ,in er. inc the amounts contained i n 

these report! wer considered cla sified infor tion, the report ak 

nee to the attan I>istrict and re tran mitted in plain 

envelop~ • Thia method of reporti s requested by the Fiscal Br ncb, 

Offio , Chi f of Engine rs, in order to t cilitate t h handling er th 

report in th t offi (aee App . D-20). Reports of oblig tions and 

expenditur 1 in connection with 11 t ent received from the Surgeon 

Gen ral and the Fourth Service Co d were submitted onthly to the 

concerned in accordance wit ti ce.l instruction• contained i n 

ar Department Technical Manual 14-702 (see App . D-21) . 

(~) Monthly Expenditure • • A t bulation of the total n t 

expendituree by months tr 1 July 1 42 to Sl oember 1946 and th un-

expende b lance of allotm nte aa of Sl December l 46 1 attached as 

Appendix B-5. 

cL Advano 

expenditu accounts, a consolidated record of advanc payments to con-

traetors w maintained by contracts and allotment in accordance ith ar 

Dep rtment Technical Ma.nu l 14-702 (e e App. D-21). A eonetant check wu 

JJ\&de of out tanding ctvance& and all ar ngineers and op rations chlete 

were quested to keep th b l nc s in the hands of their contractor at a 

minim.um. Becauee of the eret n tu of the contracts, oontraetore re 

eneourar d to accept advanc payment1 from thtl Di1triot rather th n re ort 

to other typ e or financine which would h ve required the reT lin of cer-

tain infonnation re ardint th~ contr et to outgi d Thie, to eth r 

with the fact that a number or th contract provided tor_.!>- te 
C• 
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nd were of nee 

ounts being dv need. 

r ulted in le.r 

1946 333,554,367.39 had be 

adv need t o contractors. Of t his totel 308,8971 481.0J h d en r couped, 

l vi n out ~ding leno of $24,656,886.)6 held under t hirty-two 

contr cts (ae A • · 4). 

(1) J.l1reot fipan~1ng by Pistrict. • Cert in pha es or 

th work rfo d under e Manhattan District progr wor tinane 

by a vane e of tunde to oth r Gov r nt g ncies. Th procedur 

st.ebliehed by AR 35-880 tor aak1n such ad nc provides for trans­

mittal of the transfer voucher fro t.h agency to r c iv the dvanee 

to t he Chier ot the Teohnie 1 ervice concerned. A copy or th e-

aent or other instrument cover1n th contemplat d eervioes and/or 

terielu to be r oeived auet acco peny the billing. f ter v rifio tion 

by t he ohnic 1 service fiecal offie r, th ouoher is to rd through 

the Fiscal Director, .Army Servic Forces , for payment by the Finance 

Officer, u. s • .l.rlq, aahington, D. c. B c uae of t he f ct that the 

advanc aade by the District to other agencies p rtein to highly 

cla aified projects , it wa absolutely essential t o the eecurity program 

that information pert ining to th adv nee should not be rev 1 to 

partie not dir ctl,y concerned. Ther for , the vouchers from the billing 

agenci were trans itt d dir ct to the ebingt on , D. c., beadq rtera 

of th District na w r then d1 p tohed to the i neer Disbursing 

Otf ieer t Oak Ridee , Tennessee, for pe111tent . A t bulation of the 

d nc s d and th genci a concern 



(2) 

f'lmd directly dvanced by th Encinoe r Diebur i or~iccr, funds w r al 0 

tranaf rred to oth r (enci a b th ar Depart nt for th aocount of th 

Oiatric • ( ee App. B-6). 

'9-3. 

Sectio pertain t o travel account and c rcial aooounts. Th. type 

or account are diacu11 d briefly belows 

a. Travel Accounts . 

(1) General . - Gen rally, all claim.a tor reimbursement or 

travel expen1 1 wer ade by the traveler d r pr sent d to the Area 

of£1 to which he ia assigned. Th Area offic , eith r by the maintenance 

cf a ep rat travel unit or by th inoluaion of such unit und r the super-

vision of th proj ct uditor, pr pared the tr veler's claim on standard 

voucher forms. The strict of'fico trav 1 unit p rtormed this f\Ulction 

tor 11 District h dquarter1 peraonnel and for fiv a all areas, the 11& 

of which do not mAke the atabliahment of a travel unit practicable. Thia 

procedur a ry ~n order that claims oould b corr ctly prepared 

and reimbursonent to the tr v ler ther by ccelerated. A a 11 unit which 

h oognisant ot 11 applicable rules and regulations regarding Government 

tr~vel can reoe1~ claims and prepare vouohers in a manner acceptable to 

the di bursin officer uch ore ffioiently than can e ch trav ler, 

e pecially ei ce the avera~e trav ler 1 not necee~arily awar ot the 

ramifications in t hi e epeoiali& d field. The preparation of travel ao-

count in aoc ptable torm minim.be the return of voucher from the dis-

bursint officers nd ep ds paym nt. Tho activitie of the Di strict wer 

county-wide and an extraordinary amount of travel I!! nee seary for 

4.9 



fficient op r tion. Be au e of t h1 vol e and bee use of the recurring 

trips of m ny individu 1 pr .pt r im ur ement a easent1 1. 

(2) Audit of Tr v 1 Aooounte. - Cla sifi d and unola eitied 

travel vouch re (1e Groups 5-A 5-B, Par. 3·2b) pr pa.red by Aree.. off.ices 

were eubmitted to the Tr vel 1 t in the Di triot office. Such voucher 

were th n thoroughly audited for allow bility and oorrectnea • Thie 

audit was two- fold in eoope. Firat. th ol im itself. de up ot 

certifications, doc entary eupport and amount , wae ecrutinhed in d tail 

aod any necessary addit on 1 information a cured. Second, the Di trict 

office wa ble to oheok th methods and proo dur $ used by t,he areas 

and to inetitut immediat corrective aaure! where ftece11 ry. 

(S) Exceptions to General Procedu s. - viations from 

the travel accounts procedure dJ.aou eed abov~ wer made in the oaee 

of Santa Fe Are and the Hanford Engineer orka . The Santa Fe Ar a 

aubm1tt d unolaaeified travel account to th Fin nc~ Officer, U. S. Army, 

Fort Bli e, Texas, tor paymentJ th~ Hanford Engln r orks submitted 

uncle.uifi d t vel acoounte to the fin ce ON'1e r, V nccuver B rro.cko, 

aahington, tor payment . Theee exceptions to Di1trict policy of centralised 

audit within the h adquarter• wer d bee ua of the gre t dietances 

inTolved and the ro1ul.tant ti s lat for the eubmi1sioo of t vel account 

to Oak Ridge , T rmeaeee, and in returnin p yment to the tr vel r . 

(4) Contormity with egulatione. - In g neral, the Finance 

Depart ent eerie f >.. •• Regulatione a d the Technical Manuals 1 sued by 

., 
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t.lie ar Dep rtment were t b ic r e ulations uaed by th Manhattan Die-

trict in e pr paration and audit of trav 1 aooounts. In addition, the 

Stand rdized Gov rnment rrav~l gul~tions &6 apprcved by the Prealdent 

of t h Unite d St tes, and ag am nded, re used for the tra~ l ot civilian 

per onn l ( eee App . D-22) . Certain d viationa trcm the atanda.rd pro-

ceduree prescribed by the above publications w re neoeeeary in order t hat 

the op ration• of the strict could proceed without hindrance. Two 

major deviations w r d and theee •r di1cu1sed bri tly belotrs 

(a) Stand rdi&ed Government Travel Regulations pr scribe t hat 

"account be rendered currently tor ench trip of les them two 

onths dui-ation or for the period ending wi.th th month tollowin th 

beginn1n of the trav 1, or for the period beginn1n With t he onth pre-

ceding the completion of the travel, but not ore frequ ntly th n 

monthly, by c lendar onth.n To have eomplied with this portion of the 

re ()ulations , particularly durin the early 1tage• of th Diltriot, would 

hav 1eriou ly handicapped th travelers in th 

8ecau1e o?ll.y a limited ount of t rained personnel was available, auoh 

personnel were required to pertol"m extensiv travel b tween widely 

aep rat d operation 1 tite of th D11triot. Th.is resulted in the 

neoeaai ty for prompt and mor frequent r 1mbur1 nt than provided for 

by th above quot d r ation. Durint the process of audit of Di1trict 

travel vouch r , the Gen ral Accounting Office , aahington, D. c., noted 

the fact thnt mor than one vouch r we. being 1ubmltt d b travelera dur-

4.11 



ing e.n a.ooounting period and by letter ted 26 A ril 1946, brought the 

b aoh of r egulations to th attention of' the Fisoa.l Di rector, Army Ser ... 

vice orcee, .a1hin ton, D. r. . (tee App. 23). In y lG45 th policy 

ot eub itting traTel claim~ or frequ ntly th n monthly a$ e.~ended. 

Thie amendment p.rovided that all employee or th Dietriet whos salary 

cla eific t1one were in exeee of 2300 p r ann would render elai~J 

tQr tr vel performed only once each month unleas a mhowing of perr.ional 

hardship could be made. Employ ea who e •al•l"Y claeeifications ware 

leu than t2500 per armum would continue to 1ubrn.i t travel ol&ims t the 

oonclueion of each trip i n order th ~ peraonal hardship might b1I avoided. 

(b) Army Regulations 56·120 pre1cr1bed that travel order 

iaaued to Millt ry and Civilian Personnel of the a.r Dep rtm nt whoae 

travel h to be perfo d by comm.erci 1 aircraft shall, if such travel 

ia neoeeea.ry t o eoeompli1h an e rgency war mieeion and requires 'th uso 

of a priority to insure a sent in a · eormnereial tdroratt,, direct the use 

or eomm.e reial aircraft between auch epecitic pointa a smfly be necessary. 

A eopy of travel ordere, d1r et1ng trav 1 by CO!l'.lmerc1al aircraft, we.e 

1urrendered to th commercial airU.ne by the traveler u the basis tor 

e.ir priority. Thie tra:vel erder u in turn filed with the Regional Ait' 

Prioritie Board of the Air Tranuportation Co!'lllfl nd, A.A.F. It w e be-

lieTed thet breach of aeaurity could eult trom this pro~edure of 

eurranderinr, copies of travel ordera to the commereial airline, in.a mue~ 

a t he pointe on the traTeler itin.ere.ry would be shown, l'Jlld thtlreby 

indicat the acope ot activities of the J:!ietrict. In accordence with 

t lephonic inetructio.ns from th Office of M jor General L. R. Groves, 

a procedur was eetablhhed in },ie.y 1945 whcireby tra el ordere would 



cont in et te · ~t di reotinc the uu of G v r nment or Commeroie.1 Air­

craft wher v r n oe sary and further p rovided fo onl y extracts of t ravel 

ordere , oontai iny onl y t hi tat ent, to b 1urr nd red to th irlines. 

Thi pr ooodur approve by the A y Air Foro r, and auoh a prove.l b 

i n th f ile6 of th Di t r ict En ineer (aee A P• 24) . 

b, Col'IJDl1'lroial Accounts. 

{l) General. - The te . •oomm rci 1 ocount• ae \18ed in 

t h h dbeu e on denotes voucher ooverinf; di r e>ct procurement t hrou h the 

U8 of the tar par tme t purcha e orders , ar partment Utility, entU , 

and Comrnunic tion Servio Contr cts, and interdepartm nt nnd intent ncy 

r 1 ur ent vouoher1. Such voucher were the 1 on ibility of the 

Finruice S ction in th Di trict ne dqu rtera, and of co re~ l voucher 

unit in 011 t> Ar officee of sufficient ai&e to w rrant t h eatabliah• 

ent of aepnrate unit for thi purpoae. these Aro unite w r a 

function and reeponaib1li ty or t he reepeotive Are C1ief Project Aud1tore. 

1'h commercial Toucher unit i n t he Dietrict headquartere prepared an 

audited vouche rs covering District he dquarterg e mm rei l eoounte. and 

perfonnod a ch ok audit of commerei&l vouch rt prepared in Area office~. 

(2) Vou her Channele. • Th ouehe r t amitt 1 

channels, both from the Ar as to the Diat r ict Headquartere. and trom the 

Diatriot he quarter to the inane Officere, wer simil r to travel 

ao ount , (e Par . 4-3 (2) (5)). All vouohere r cei ~ tro t he 

Aro offio c . ·r t record d ! n th Pi trict offi e prlor to e.udi t. After 



the audit h 8 b en pe r f ormed, n t he voucher ubmitted for payment. copie 

of t h paid vouch r w r r eturned by the Finance Ot!' i .oer. J>aym nt d t 

.we r e t hen r ecord d and th paid vouch r copios 1ent to t he or1 inating Are 

offic tor completion of their fil •· 

(S) Reportai, - In a ooordano with in1truetion11 of th ar part nt 

(1•e App. D-25 and D-26), axad of t h 0ff1 e, Chi t of ngineer1 (1e PP• 

D-27 t.nd D-28) , two report• pertaining to i nvoio a w re eubmitted to hi her 
. 

authority each month. A onthly report ii 1ubm1tted to the iloal Directo r, , 
Army Service ForcH, which tabulate• the following informations 

(a) her or inYoicea on hand at th beginning of the mont h, 

(b) »umber of inToice1 r eoe i Ted during the month. 

(c) Number of invoice• tre.n1mitted to Finance Offioere tor 

pa)'1118nt during t he month, 

(d) lumber or invoices othenriae d11po1ed ot (i.e., 1nvo1oee 

r turned to vendors tor corr ction, irrvoioe1 returned as not pertin nt to 

~•c i ving otfio , t c.) 

( ) Jhmb r ot invoice on hand &t the end of the month, and 

(f) lumbe r of invoio a on hand at the end cf the nth which 

are 60 or 120 day1 old. and th detailed cauH tor auch d9lay. A copy of 

thia report wa1 turni1hed the Ottioe. Chief or Engin era. tor control 

purpo• •· 

A report, containing information 1ia1lar to that contained ln 

th onthly r port , oov r1n t he 1ni tial fifteen day1 of each aonth, wae 

transmitted to t he Ottioe, Chief or ngine ra . 

-~ 
----
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Th a two reporte were of rea value ae an aid i n etfe~ting 

pro t p ~nt of account • They afforded eupervi•c~y peraonn 1 ot all 

echelcns a fe.etull.l opportunity to ve.luo.te the invoice ei tuation at e. 

glance em enabled them to take prompt corr ctiTe action. Arter the 

establiehment of the aonthly report in . y 19•4, and the eatabli hment 

or t he tiftoGn d y report in January 1945, a O,eided i re~ ent in th 

payment of commercial a.coountt wae noted. Conttant evaluation of 

th 1e r porte by the Dietrict headqu rters brought exoellent reault1 

and reo nt reportt indie ted that a.ll ot'fioee of the 1'1.striot were on a ' 

current bash. 

..us 



SFCTIU. 5 ... 'ISBU .Slf'J 

5-l. Gene • .. 'l'h diebur ame~ tv ma thori~e \' De rtm. t 

of'fieerG i'o1low., in genercl.., the uniform proee urea prescribed b t.hc 

Com.ptr ller General of the Unit StEt t to the autherity clcl ... 

gateci tei the General Aecountin~ Ottic , b.'' t1 e .Budget and Accounting Act 

of 1921 (42 SL t . 20) (See App. JJ..l) . 'l'heae procedures, together with 

the proceC:ures of the ';ar Department,, are jiublis.hed in the i"inano Depart­

ment series of A'!'t1J.lf Rc,jU).citiom: an<.: 1n 'feehnioal l!a, \Jal 14- 500 (See App. 

D- 29) and f onn a basis for the disbursing activities or tho District . 

5-2. J2ocontr licaiicn of Ditbursinc; Progedures . 

a . in.tt1al Procedures Prior to eo ntr lizntio~~· ... An 

Engineer Disbursin~ Offiee was eotablis.ed upon the inception of the 

ManheF.tnn District . The purpose of this estebliel:u.1ent wa to provide f or 

the pro::i t a."iC:. regul.ar payl;ient of all just claitr:s of contractors; vendors 1 

nd perso. el within tho sc pe of the Eagineer Disbursing Officer's juris-

diction; to dvise the Diotr ict • gineer teehnieel .t'inanoe and account• 

1ng policieSJ to expedite payment s of vit l import.ance; and generall:Y to 

provide for the satisfactory transaction of public business . During the 

initial period, all reir:lbux·sement vouchers wer s u. '7.itted by ll crea of 

the District to the Engineer Disbursing Ottie r in t he District Headquarters . . 

for p yment . During this period, also, n Areas or tbe District were 

eete.blished and many contra to ere entered into. This tremendous expansion 

of l.lint:riet ctivitie increased the isbureeru.ents of the &l~ineer Diabur -

ing Q,'fiee tron .coont,h t month , and resulted in . volurn of bua:ineas w!dch 

w&s mo· t unusual for such an establishment, This pan ion of' di.sbursenents 



en the pur f (;he l~ '· :i!1eer lliabur"'ill,_, vft'icer i s ind · e t e <l y Ap ·.:'lci:lx 

b • 

.more an tn0r pparent that prcj .cl ith the c l ~ .m.agnituoo anti 

scope of the 1.l.an} attai1 Vi.strict warrAnted clece.ntr liution of disburs-

r · ctiorw. Such ecentroliZRtion, however, l e not praot ieubl 

if extended to Visb\U"sins Oft"icers operatina outeid · the scope of t he 

Dist rict ' s ii:unediate nd controll l>l e secur ity surveil.lllnce. 'l' have 

at t em_r-t ed such decent lizat ion woul ~ heve required thats (l) copie('l 

of contracts wottld h;.1vo had to be filed ' ith such Disbu.rsin::; Officers 

designated to . ke paymcnto for the U.Snhattan District . 'l'he r icid s ... 

curity erci.seC: over these iL1port.ant doeum.ents eoul not permit t he 

clisal osure of ttwir elas~ified information to persons out.s i de t he cm-

trol of l.he l..iistrict. Thie factor of docootr lization as of prime 

importance in th future decentrali~ation procedures of the DistrictJ 

(2) Detenr.inations of polley and ott er operational determi.nationt; l'fould 

be subject to questionri and querieo by pe.r ons to whom the sis for 

s uch det erminations could not be r evenled. The s ecurity requi.rc.1lt.nts of 

the Di.6ttlet limit d the dit>per al of infor ti.on to only '~hos persons 

.who required such Wormntion in tho direct pertonnanee of their ork. 

The necessary explanations and cl rifyins b ekground 

had to be divulged to outsi · DisburainG O!f'ie ro could obviously not 

be s disclosedJ (3) Vendors and in ividu.e.la , wf ose ralat.·ime with t he 

Manhattan ' istrict, if knom:i, ould havo resulted in a bre ch of security, 

vroul(; have been diselosed by the , . .e:::isa~c of vouohel's to thee<'.l out siae 

Di uurt:J in.' Officers . ' ny contruct ors of t he Distri ct rE. nat ioriall.v 



!'j 

kn , fo v iou~ ffrlc ,. f zi .1tifi researcl , · ar · the i closure of in-

f rr· -. t:ion Li · c.i. otd:c! l:hi1 cuc'1 cont,r "J toi:a o 1.1 triet ctivitics coul' 

not b I erirl.tte ·• 1;t ia c..bject ion lso cov r d the "'fillation of th 

Di r-lct lt!, forei·~n cone rns; (4) l undu . bur n oulC: h v · hac' to be;: 

db· other Disburain~ Officeru. rec adv nc pay cnt>:i und clas -

ifie cont. cto, d 

l t as kl 1 that such t ctiono would r ault in aut at ic s uspension 

by th UA"I A'!'•::il Accounting O!tice, bee use or the 1.ntem l proe dure 

that Agency, unt· uch t s th d ce would be llqui te 

cs uao or the l ngthy period of ti.me ovor 1oh uch dv ees er exp 'et d 

to be cutst ding, it .1 bollev d trust un<hle curio 1ty ould b 

It , therefo 1 determined th t th e ob t cl could be be overcome 

by tho estsbliahla t of t addition l Iragineer Disbursirt Oifiecr within 

the District . Thi cont .plated a ti ould have r sulte · in estnbllshin.s 

Oi bursiriz Uft'ie t h l nfor<l En;.;inoor orka nd a air.lilnr o.ffice t 

the Clinton " vinecr ~or·k • These t o offices , to ether with the existing 

E..~[',ine r Disburuinr• Office in cw York, • Y. 1 would have been i; o :r jihic-

lly loclltod t, the point~ of greateet financial ctivities, i ' mul.d 

have hastened x einbu:rse:aent aa 11 as eliminatin"" tho Wldesirable le!:ienta 

of disburse. ents by Financ Officer outside t !ie District . fortJal proposc.l 

of such ction B made b. l t Ler dated Jl ' 1943 to the Chief of ':ina:1co 

throur)l t.h Chief of ~gin r s, ppointoent f Ca1,Lain 

\. . :CC uley, Jr., and Lt . ' rtin 1 . Bar t t s l!ht;in er Disbur ing 

Ofticera for the CH.nt oo l-0gineer •.ork the Uanfor F.llginee •or 

respectively. (Sc A p. D- ). etion · a· indoree by th Of!ie 1 



) ' 

Chief ct &igineers to the Chief of Financ recommending this eetion. The 

propoar.lf however, did not aeet with favo~ ble consideration by that 

office. This di1approv l w s s d on the gro s \hatJ (1) Adminiistra• 

ti•• II orand lo. 23, Headquarters, Service ot Supply, dat 18 August 

19421 establiehed th polle7 of ppo1nt1ng Dieburaing Oftic rs .from 

otticere of th Finance Dep rtmentJ (2) .Adequate t'ina.nee aervice could De 

proyided tor the two aajor installation of the District by the Finance 

Ofticer, tJ. s • .Ariv1 Atlan , Georgia, and by the Fuance Otficer, u. s. 
J.:rlq', Vancou-nr Barncka, Washington, both ot who were fullT equs.j>ped to 

hand1- all olaHitled ii• 1n accordance with ngular pr9cedures1 

(3) Expansion of act1v1t1ee, re ulttng in a greatly incr aaed cUeburaing 

lead at either auggeettd Finance Otfiae, would afford consideration tor 

establiebment of a illance Ottiaer, u. s. Army, at t.he appropriate Manhattan 

District inetallat1onJ (4) The Finance Otticer, u. s, ArrJr¥, Knoxville, 

Teml•H e, who h d been established 1n that city only a abort time betore, 

could provide adequate finance eervice tor the Clinton Engineer orka. 

•. Dtqtnk•liation g l(feottcJ. • Upon receipt ot thia oounier 

propoaal, a conte~noe ••• held 1n the ottioe of the Deputy Chlet ot 

Finan &ttended 'by General Bueper, Lt. Col. Sange, Mr. Eet1~1 JlaTlor, 

C.neral Oro••• end Lt. Col. V&Dden Dulek. It was determined at this time 

'hats (1) !be Fiunoe Oftioer, u. s. J:rmy, Knoxville, Tenneaaee, would 

procees unclasaitied payments, and contract pa7ment1 on a •strip-vouoher", 

baaia, i.e., aupporting paper detached, proceaaed t hrough th District 

OfficeJ (2) The 1inano Officer, u. s. Araq, Vancouv r Barracks, would pro­

oeaa uncla11it'ied parments, and contract payments on "strip-voucher• -.s1 

tor ihe antord Engineer orks; (3) The Finance Of!ioer, u. S, Army, Fort 
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BJ.i s , 'fexn · oul proe ss u:-icles ... lfi cl puymcnts for t.r · Sant 1" 

(4) Tac· &1.'.:',incer I>isbur in:, Officer · oulti proeea all clasceificc:l poymonts, 

ana all r,a~·me.1ts tt· co tI'3ct.ors whose affiliations ·ith the District ere 

det.rinent 1 to security, for D AreaF. of th List.rict.; (5) Th Gcnor~l 

Account inc Office woul t' bE requeot d t provide Project Audit u-rours for 

the Clinton 1:..nr,ineer ''orkn an· the } anfo c t.r\gineer \1orks; (6) '1'!1.<;; Fin-

ancc (J.fficer8 , u. s. Army , '1ho '/Cre t be designnted to pay !:am ntt n Dia-

tric'L account.a were to e :l..!wtr Jetcd that pr0ll1.pt action woul<~ Le requir- c;.. 

Ir. ediatcl ' ofter this co fereuco it r the eruty Chief of Finance, another 

cor1.ferenc wao held in the G era l Accountin~ Offic tt ded by L'r . !::. \,~ 

Bell t 1-ir . Estill i aylor, and l . Col. Vanden lhlek. I t s deter,"linc that· 

Gener 1 c ountin.; Qffiee Project Audit. Grou > would be established llt the 

Clinton :bri.°"'ineer i. ork and tho Hanford fu;~ineer Jones · t tho earliest po -

ible tine. These counter•propnsals by the Chief of ' inance ore aceeptod 

by the "istrict, id f .fect ed i n arch 1944. It was !'elt thst by process­

i ng pa.y.ents of classified na ture t hrough th Engine r l>iebursint~ - 0£.fieer 

(P.1r . 5 ... 2c (4)) 1 and the UBo of a striP-voucher proeodure (P r . 5··2e . (1) 

end (2)) , together wi th the eatablie · ent of Gen ral Aecountin[: Office Pro­

j ct Audit Groups (Par . 5-20 (5)), the noceesary eeurity eafe~UBrds could 

be obtained. 

a . General. - A Diri t)ursin.r; Offieer ' s money accou.1ts arc in-

E> ct.eC t..wice annu l~ by the I n:.; poet or Gener~l o Dcpc._rtmcnt, vJhic!i 6e-

teils for lhio f'Ul1 ose :tnc )(rtors y: 10 tire in no vmy connected wH . t 

d promote the. ge."l r 1 con admin t rctiv , efficiene of the 



: · Disbursing Officer beirlg inspeeted. In pect1ons b;,· th hapector General's 

Department cover the nee ssity, economt, and propriety er all dieburae• 

~te; op ~ tion ot office J e letene e of records ; and the king of 

de oeit e the ieauanoe of' checks. 

Qt't1qe. • Th n ,- accountability ot the gin or Disbar ing Oftio4Jl" 

ot the D1str1 t wea acoordin ly insp&ct.d nnd verified e follow a 

In -pection collduct in Distr ict B.eadquart , e1i Iork, 

. t., on 20 · ov ber 1942 by the S cond S rviee CoJ.DEld. 

4099uqtg ot Lt. Qol.. C. Yaru3en Bulc;k 

InepecUoae eondu.ated in District Headquarters, .New York• 

N. I., 5 April 1943 by the S oond Servic Cor.mutnd nnd 1n 

District llaodqu rters, Oak Ridge, Tennessee, on 22 June 

1944, 8 Dee mber 1944, l:J June 1945; and 18 January 194! , 

by J'OUJ"t.l'l Service Command, e.nd 10 June 1946 ~,. Sev nth 

.Army. 

Aggqun.to gt Lt, Og4. C. C, loble 

ln1 ction conducted 1n Diatrict Beadque.rtere, Oak Ridge, 

T rm 1aee, on JeZIWiry 10, 1947 by Seventh J.rmy. 
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SECTION 6 - COST ACCOUJJ'l' I.iG 

6-1. General . • Th• coat accounting proo d~ret, methoda and report• 

for the Manhattan Engineer Distl"iot, s established and us d, ·dif f r widely 

from the re &I" cost accounting requir mont1 pretoribsd by th• Chief ot 

Engineer• for the normal U. s . En i neer inst allation. By t he very uatur• 

ot the Manhattan Diatricrt, it was i mpos11ble to aasay at t he outset the 

coat accounting requirelftent• tr an overall 1tandpo1nt, or to iv• the 

1ubjeot t he oomplete study and lannin~ u1ually oonnected with the 

ct.Tiain ot an etticient attd well inte rated coat 1yetem. Therefore, 

it w 1 neoea1ary to approach ths problem almo1t on a day to day basis. 

6-2. Purpo••• - The principal ob j eotiTea of t he co1t accounting 

functi on• may be stated as follow11 

a. To provide a aimple, yet oomprehen11Te aet ot ooet 

accounta and procedure• tor all D11triot act ivitie1. 

b. To provi de control ooount1 a1 a mean1 ot checking ooat• 

a1 reported by contractor• and Area otticet. 

c. To p rorlde, through perlodio and 1pecial reporte, inform&• 

tion tor uae in forecasting intelli ently the ultimate coat ot different 

pha1e1 or the project ~~ring the progreaa ot the work. 

~. On con1truotion work, t o deTelop ooat data neoe1eary tor 

the p par tion ot Fo.r'!ll 398 (Co1t1), Final tail Coat StateJ!lent a 

required by the Office of t h• Chi t ot Engineer• Coat Accounting anual, 

Chapter II, litary Aotivitie1 . ( See PP• 31). 

rnal cheq,k w1 th th th cal aocount1. 
j 

- j 



t. To .furnish sufficient and reliabl data on completed 

work for historic 1 record purpoe s. 

g. To provide basic coat data tor speoial studies. 

h. To provide, t hrough contractor raaint1Jined cost records, 

reliable cost dat for the determination ota 

(1) The relative etficieno7 ot oper tiona between 

planta and ditferent types of proceaaea. 

(2) Wh ther work b being performed eeonomioa117. 

(J) Trends ot cost tigurea 1n order to measure impro'Ye-

menta. 

6-J. Vol.umo agg ~cm. 

s. Qeoera1. .. From start of operations through .31 December 

1946 three hundred fifteen thousand coat vouchers were processed b,y the 

District Coat Section resulting in gross costa ot approximatel.7 2,200, 

000,000. Total cost• a• ot Jl December 1946 aa reported on Coat Forma 

'J9 and summa17 sheet are attached. (See App. B-8 and B-9) 

b. Coata Exaluded• - The groH cost tigure in •· above ia 

not all inclusive. Cost incurred from militaey f\mda llated below ar 

not inoludeda 

(l) llotments by t he Chief ot Engineers to other 

genoies. 

(2) Transportation Corps (open allotments). 

(J} Finance Department (pq, allo ancea, and travel 

ot the Arrq). 
' (4) W.scellaneous procurements and depot issuea oL other 

6.2 



agenci es not charged to ' lenhattan ·'unds or vouchered as free issue • 

(5) Expendituros by OoRD pr or to the establishment of 

the Manhattan District . 

6-4. Eitlocts ot Security. - The rigid security regulations imposed 

on the project had a direct and positive effect on cost accounting pro• 

cedures throughout the project, both government and contractor . On 

nwnerou occn ions pertinent information as withheld from accounting 

personnel solely for security r easons , hich often resulted in decisions 

contrar y to good cost accounting practice . 'fhe di vis i on of the work among 

many contr actor , which wa s moti vat ed t o a l arge degree by security, creat­

ed many complex pr oblems from a cost accounting control standpoint . Con• 

ver sely some contracts cover a wide scor e of orer tion; such as , r esearch, 

construction, manufact uring and special services all in one contract ~ In 

shor t , many contra~ts did rot fit into a logical oost pattern. 

6-5. General Prs>c§dtg;,~. 

a . Q§n1tr@L. - Ths i nq;ortanco of cost accounting was fully re-

oognized. A Cost Accounting ~eotion under t he Administrative Division 

was provided for in the original organization of the District . Ii devol~ d 

upon the Cost eetion to devi se ways and means to establish cost contr ols 

of sufficient reliabi lity for·tbe needs of the District . The Cost Section 

wa given a f ree hand in this assignm nt . In accordance with the general 

policy f the "War Department , Of.fice of the Chi f of Ent!:ineera , Cost 

ccounting r. anual, Chapt er II , ilitary 'ctivities" , ( see App . 0-31) , co t 

accounts wer e set up on a control or source basis, ~nd the contractor 

wer made responsible fo r maintaining adequate datuiled cost accounts . 

Con»truction contr actors ·1ere instructed to foll o in Lenera.l rrinoiple 
'l 



the ... o-t ,. ountinj .1mw 1 1 r'* . r r d to boveJ :>peratin~ ·~ontraetors; ore 

: emitted to elev c their own <!O t .~yat ei'. , and t,hes ayste.1 ·i/cre .. ~eviewed 

by co3t pe · oru1 1 of.' th is 3e t f'or oquncy . 1'h ,.;enu l poll .y .11th 

refcr enco to eo.ntrrJctors • co t . ceount..i.ng r acords and reports is . ot out 

re detail ... n ec:iorandu.i d ted l J Jan ry 1 ?1+5 btributed :is an in­

lo ur to IJist. ct Ci cular Lotter (C sts 45- 2) dated 18 Jan\13ry 1%.5. 

(See PP• C ) . 

r divided i.nt o in ~~l"OUpS J 

ooer , cost account 

ely 1 tiirect cost 1 1Hdi:C'ect co t 

and ~ .tarred coot , Dotorred cost ceount d s 11holdit1g11 ccount J 

these co ts eventuall,y a t nsferr d eith r t o direct co t accounts or 

in ct co t ceowit - t'ihichev r i ppllo bl • Upon f'lnal count1n[,~ 1 

all 1 rect c ocat d to dir ct co t a 1 

t tment reflects th total co t curr d or th 

It t e dertald.nf, ur bl by 

d th final cost 

rt i ular de rt 

unit. ost can . 

ascert ined by vidil ci; tho tot l unit into th total cost . Thia sic 

pri .cinle of c t ccount~ ha ueen follcn to the f ulleat wet.ant 

poss bl ev 1 vin,, t h cost yst currently u 0 . Tho nee sity or 

sL: plif lo. tio a oo 1 .:i a : r ·-> facto ecnsider d in o ·. mlati.ng rJethodo 

and . i·oc l ·o • 

• 

c t o o__ cot 

,iv bHl t l 

• t l in of :h elas if i-

1. inL i n d tn t J.I tri ,t Office 0o t ·~oticn is 

(1) vi ed into ct:t 1al 

ceo t • 



(2) 

( 3 ) H1rod bor Aaoount • - Provided roquiredJ th 

very aw exception , all work 1 t to oontraotora . 

account ml 

ollowat 

( 4) Contraot Coats (Regardle. a of Typ ). - One oontr 1 

intained tor eaoh individual pr contr ot subidivided 

( ) Re1mbur ement• and/or eatnings . 

(b) Fee ymonta (Cost Plus Fixed Fee only). 

{ o) In uranoe nd ~Velf re funds . 

(d) 

( ) 

Itoma :t'urni bed by government 

Sp oi l ooounts requir d . 

t no oost. 

(5) General Ledg r Aooounts . • Ca hJ llotmentsa reo iv• 

able 1 1noludin advancea 1 payable , 1nolud1n aoorualSJ contr aooountar 

nd any oth r aooounta roquirod to intain ael f -bal noing double entry 

s t of cost lodgers . 

• or th det il co t ood • se• 

Classti'ication t Aooount.s ( S e App. C•lO) . 

(7) TJIPe• ot Aooo\Dlts. - From n xamination ot coat 

account• raployed t r original entries , 1 t can readi l y b soon that they 

oom.o within th oat gory ~t deferred nd indirect typos of ooount • 

heretoro, the fir t ontry or l y reoo.rd the ouroe . Th f1 1 pplioa• 

tion (end ) 1 lat't r lat r d termination. The Cost Seot1 n did n t 

ave u.f' ioient info ation a ilable to it to pennit di ot pplio tion 

of cost • Thi t due, p rily to the strict security 0£ the pro ject, 

and eaondly to th fa t t po of lotting nd ohanging contract • 
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r o 1944, it ~ s 

realiz ed tl t a onthl y oost t toment prepared olely on souroe ba 1 

not u:ffioi nt or budgeting and oost oontrol purpo ea. The Diatriot 

Control Seotion e tabli hed a br eakdown or t pro ject by principal 

pro gr , and the pro r beoam the unit ot control. Th Co t Section. 

thereupon, was directed to change the method of r eporting coats solely 

f rom souro b h t o a oombination of ouroe and progr ba is . 

From. info tion furnished by the Control Section, the contract oost 

aooounta re coded by programa; and t new thod of repor ting, rthioh 

ia in use at this writing, t arted with the report for December 1944. 

For a olearor present ation, an outline of the divi ion by pro~rruns , in 

chart form, is incl uded. (See Ap~. A-5). 

e. Construotion Costs . - For conatruotion co ts , the 1nten-

t1on wa to fo llow the g neral requirement t the Office of the Chief 

ot Engin era in the Cost Accounting ~ nual, Chapter II, ilit ary Aotivi-

ties , d other directi ve on th ubjeot . Co t d t a necessary for the 

preparation of Form 39B (Co ta, "Pro ject Cost Summary - lli.litarr Funds , 

Final D tai l Cost Statement" er developed as fast n oonditiona per-

f . Re earoh Costs. • Co t of reae roh wor of a general n t ure 

from the tart f the job thr ou 30 June 1945 wa charged to capital 

ooat • After 30 June 1945 , r esearoh oost were cha r~ed to perating 

proer s . A new pr ogr "Po t 1·~ r" nddod July i ; 1946. 

g. Operating Co ts . - No ole r-cut polioy v~ establi had 

with roferenc to operatin co t directl y connected ·nth the nu• 



,, 
I f aoture of t he end product . Operations .. re carried on through , ze ot 

contracts of all typos . Becaus e of the , ovezoont of t ~ pr oduct through a 

eries of uocessiv steps involving :many contractors , ith produotion 

figure at each stage olo el y guarded. and bee e of the policy of not 

ssing nufaoturi oo ts of rly processed ·~atarial f'rom on c n-

tr otor to anoth r or , i ng available costs of raw terial and nu­

faoturing suppl! S; it wa not de ed practical or desirable, as lon0 as 

th war la ted• to ttempt a cost syato that ould permit applio tion ot 

oo te of in"Ventoriea at any tage of production. Unit oost were dove• 

loped by some ot the contr otors tor their own p rtioul•r operationa. 

but in ny cases , it did not represent the true oost bocau e the oo t 

ot governnent furni had itema s xoluded nd depr eciation ohar&es were 

omitt d . There£ore, undar the existing system, the onl y feasible £1 l 

co t aooounting report for operations wa one atatod in tenna of oontraots 

and pro s . To ke th necessary ohang a t t uld enable the pr ic-

ing of inventories , either base product or nufaoturing supplies , at any 

st g of produotion, v;ould roquire a survey and study of great gnitude. 

6 .. Speoi.fio Proo 

a . Aooounts 

r divided int two group • 

dir otly allotted to the 

cords. - Th Di triot basic oo t records 

Costs in lvin axpendituros of fund 

ttan District iere r oorded in Group I • 

c at with no exp nditure nr.attan funds ; such aa , free is uea , 

tranai'or without reimbur em nt , ESA open llotments . i tribution • 

eto., " re reoordod in Gr up II. c ~roup or set of accounts cons is..,ed 

o a control j urnal and oost ledg r she ts . Eaoh group , intain d 



· aooordi n t o the prinoipl e of doubl ntry b okkoepi ng and ·. elf• 

b lanoing. roup I • proved a.nd reconoi led rith t he Di triot Fi cal 

aooount eaoh month. 

• Area Aooounta • 

{l) Gen ral. • In addition to the oost account in-

t inod in th Di triot Ottioe, th following Areas 

aooounta for ror under their supervi iona 

diaon Square Ar a 

Wilmington Area 

ew Yor k Area 

Chic go Ar a 

Hanford Engineer Works 

S nta Fe Area 

intained co t 

All Are& aooount , with t h exception t llanford Engineer or and 

S nt Fe Are , tied in with the Diatriot aooounts along th lines ot 

branch coounting. Commenoing 1 ch 1944, cost accounts independent 

of t Di triot aocounta er established t Hanford Engineer Worka. 

Deoontral ized ooat ooounta were eatabli hod t Santa Fe 1 July 1946. 

(2) Santa Fe Area. • The Di triot Co t Section ave 

per onal upervi ion of 11 Area Cost accounting , excepting the Santa e 

Area. The ene l control account f or this Area ero 1ntained by the 

Distriot , until June 30, 1946 and the Aroa s ~iven authority to st b• 

lish it own detail acoounta (See App. D- 32) . B ginnin Jul y 1, 1946,, 

Sant G .:iaintainod H: wn enoral control ooount and ub ittod re­

port t o t he Di triot Office for oo olidation • 

• a 



o. Re cording and Filing. 

(l) Cost Entries . • Coat entries were prepared from dis­

bursement vouohera , eolleot i on v uohers and t r ansfer documents} henoe,. 

with few exoeptions, oos t were not posted t o t he oost recor ds in t he 

same month in whi oh i nourred. Ther efore , t he cost aooounts were not a 

true reflection of otual oosts incurred f or part i cular period. How­

ever, more up- to•dat oosts were asoertainable by t aki ng into oon idor• 

ation the contr ctora • oost statements • 

(2) Cost Vouchers~ - Co t vouchers were number d con• 

seoutively starting with number one each month a nd fil ed in numerical 

sequenoe by m.onthf, •. 

(3) Cost 
----~~----------

ledger sheet were filed 

by fisoal years with balanoee earri d torMJ.rd to new sheets 1 July of 

eaoh year. 

( 4) Contractors• Cost Statements., - Contractors• cost 

tatements wero recorded on index oa~ds and filed under oontraot name 

and number. 

6•7. Oost Reports. • Cost data were oompil d in the form of cost 

stateme nts eaoh month by t he District Cost Seotion, t he Area Off ices 

and CPFF cont r aotors in acc ordance with existing Engi neer De r tment 

procedures. oause of t ru. District security program , cost report were 

not suomi ttod to hi gher authorit y , All cost r eports were kept on £1 1 

either in the District Of£1oe or in ne of t he Area Otfioes . No one 

person or depar tment was gi von the a uthority to reoeive and f'ile 11 

ooat reports a hanoe, oo t reporte. were not ooumulated i n one f ile. 'rh 

'; 



majority of th r eport w r olassifiod oonfi dential or higher• even 

though in dient used and produots produced 1; er hown in cod onl y. 

Bee u of th .nany contractors , e oh u ing h own mothod ot cost o-

aounting. the r esultant operation• oost ta were not uniform even on 

comparable operations . 9ertain tud1es , a l yse and oorrelatton ot 

oo t f i gur s would be neceasary in order to apply oosts to apeoifio 

purposes . 

6.10 
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or ani ed nuoleua of f1s al oreaniz tion ms b ined trom oth r 

Enginoer Depart nt office • The rsonnel t.t ured had be n tr ir.ed 

in Engin car Oorpa pro ur nnd' they et blished the initial 

n oe ry to c rry on the ork. 

7-2. • .. a the Di trict progrsm increased, additional 

e loyeea r e obtained through the assiatanee t the Chi t ot Engineers, 

1neer Divi ions and Districts, end the Civil rviee Commio•ion. 

Fiscal personnel · er placed in the rea .otfiaea a those office• were 

eetabllah d. In mo t instances, the area f isoal duties, except those 

pertainin to e tima ing and budgeting, wer per1'ormed by the area audit . 
oupe. Ho ve.r, in the l.4rcer areas, au.ch aa Clinton Engine r 'ork , 

Hontord ineer ";ork and .Janta e, it waa tound necessary to organi:ae 

unita separate and distinct from the audit sroupa, to handle the finance 

coat duti a. The number ot fiscal personnel throughout the District 

tro pproxim&tely l 0 employee• in Uove.mbtrr 1943 to approvi• 

.1y 460 employee s of Jl ee mber 1945. 

1-3. Orga.ni;ati nal Charuret • - '?he inor a in volume ot work 

asult in changes in the Diatrict o£'£1ce fiscal organization. These 

o • are indicat d on org nization oharta. ( ee App. A-6, 7 and 8). 

re involv l procedures• 
. 

• Coln l J. c • rahall • Diatrict ..... gine r tro ugust 

\ 1943. 

b. Col n l K. D. Nichole - Deputy District F..ngin er trom 



•• 

•· Colonel • B. ar1den - Control Ot.ticer !ro• Januar;r 1943 

to Au&U&t 1943J Executive Officer • JulT 1943 to present. 

d. Colonel D. • t ea - peoial Inapect or fro Augu '\ 1944 

tticer troa Augus\ 19.42 to brwl%7 1943. 

t. Lt. Col. O, Vanden Bulok - DeputT Di abu.rainc otticer and 

J.1aiatant Adainiatrati•• Ottioer trom October 1942 t o V bruar'T 1943J 

Di1buraiq Officer troa Februa17 1943 to September 1946, nd dainiatra• 

tiTe Otticer troa 1ebru&J7 1943 to present. 

g. Lt. Col. o. J.. Nelson • Chief, Serrlce nd Control DinaiOA 

fro• .lugua\ 1943 to ovea~r 1943. 

h. laJ, J, • Travi1 • Ohi•t, SerYice and Control Dinaion 

troa NoTeaber 1943 to J'•brua1"7 1944J Chie.t, Inapeotion end Oontrol Branch 

troll June 194' to date. 

1, U.Jor D. C, Bogart, Jr, • D91>ut7 Dia'tnlr ing O.t'fioer fro 

Jul7 194) to Ya7 1946J riscal Officer tro11 NoYember 1943 to preaent, 

J, Jor B, G. S•lts - 11! tant to Control Officer from 

Janua17 1943 to uguat l943J Chiet, Control ection r o11 u t 1943 to 

June 194,J Cbiet, Reports d tat! tiaa S tion, June 1945 t o present. 

Jr. Captain w. R. cOauley, Jr. • 11sc l Ot fia r from Febru.&r7 

1943 to Nov~mber 19431 ·Deput7 Diaburain Otticer 

1943 J General Acoounting Ott1ae Liaison otticer tro 

ch 1943 to June 

1. Mr. J. c. Olarke .. eaiate11t to daini r t 1v• O.ftioer from 

Jul)' 1944 to present. 



t]J' assi t d t he respon ible individuals in the development and 

applic t ion ot fiscal procedureaa 

• Colonel J mea • .La Croix - Chiet, Fiscal Division, 

Offi ce, Chief ot in er • 

b. Lt. Col. J • H. Savage - Aa1iatant Chief 1 Disburse nt 

D1v1•1on, Oft1c of the Fiscal Director. 

o. Jor B~ .D. Ander1on .. Finance Ott1cer, u. s. ArrtI¥1 

KnoXVille, Tenneeaee. 

d. Jor D. L. York • Finance Otticer, tJ. s. lJ'ID7i Knox• 

ville, T nne1see. 

e. Lt. Col. B. F. Bullock - Finance Of'.ficer, u. • A:nq1 

Vancouver rraoka, Washington. 

t. Colonel Han7 Foster - Finance Officer, u. s. Arrq1 

Vancouver Barrecka, ~ashington. 

' 
g. · Colonel • o. Net.cber - Fin nee Officer, u. s. J\r!q, 

ort Bllsa, Tu:aa . 

h. UaJor Bert H. Hellpena -· Finance Ottioer, u. • A.rr:q, 

Fort Bll a, Texa.. 

, 
1. • • • ~iener • aaiatant to Fin nee 0£t1c r, u. s. 

ookl.Jn, ·ew Yor k. 

J. ~ ,.,. 
• • • aylor - :i;; oial istent to th ~iscal 

!rector, U. s. ArrIJ¥. 

k. ?Ar. "• · • B ll ... Chief, Audit Division, Gener l Account-

in Office . 

l. • i . • · 1111ngbam - Assistant Chier, ' dit Division, 

G al ccoun ing Office. 
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• • F. D. Bl ack! ton - Chiet Cos·t Audit or, eneral 

Accounting Otfice, Oak Ridge, Tennea e • 

n. • Paul Goshorn • Chi t Co t uditor, en ral 

Accounting Ott!oe, Riehl.and, ashington. 

--
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