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The security provisions of the Contract required that Holmes &
Narver conform to all security regulations and requirements of the
Atomic Energy Commission and included specific provisions concerning
unauthorized disclosure of information, the safeguarding of classified
information, the clearance of personnel, and the release¢ of information,
These security requirements necessitated the provision of a full scale
security organization to cover security at the Home Office, at the
Honolulu Office, and at the Jobsite, Because Holmes & Narver had estab-
lished no formal security organization prior to this contract, it was
necessary to hire qualified security personnel and to build an organi-
zation as the needs of the job required., Personnel and facilities were
provided for the following:

1, Parsonn:l Clearance., It was required that all employees en-
gaged in AEC contract work be processed for either a "Q"
clearance or "P* security approval, according to the access
that their job would require., During the period from the
commencement of the Contract, January 1, 1949, until June 30,
1951, approximately 2900 new "Q" clearances and 4100 “P" ap-
provals were granted, In addition, approximately 1500 cases
wvere processed which did not result either in clearance or
formal denial of clearance, In this category were those in-
dividuals who withdrew their job applications, those who were
found to be physically unqualified, or those who for any other
reason were found to be unavailable before clearance proceas-
ing was completed, Once the processing was initiated, the
work involved for the Holmes & Narver Security Division was
practically the same whether the individual received a "Q"
clearance, a "P" approval, or no clearance at all,

2. Physical Security. Included in physical security were the es-
tablishment and maintenance of security safeguards at the Home
Office, Honolulu Office, and Jobsite as required by Atomic
Energy Commission General Manager’s Instructions No, 37 and
No. 153,

3. Information Security. Information security entaeiled the de-
velopment and installation of office p~ncedures for the con-
trol and accountability of classified documents and material.
It included all phases of classification and the procedures
which applied to the preparation, transmission, receipt,
storage, and destruction of Restricted Data and other classi-
fied information, As part of the program of information se-
curity, it was necessary that all employees at all locatlons
be indoctrinated in the basic fundamentals of security and
that individuals be given specific security instruction in
accordance with the needs of the job in which they were engaged.
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In addition to the basic security responsibilities outlined above,
there were numerous other continuing and recurrent activities of im-
portance to the maintenance of an adequate security program. These in-

cluded:

10

The provision of travel orders and Navy identification cards
for Holmes & Narver personnel and others travelling overseas,
Until Jndy 1950, when Joint Task Force Three established a
facility for issuing travel credentials, Holmes & Narver ar-
ranged for necessary overseas credentlals for Los Alamos per-
sonnel and others,

Maintenance of lialson with AEC, military, FBI, civic, and
other officials. This included attendance at meetings of
security interest locally, in Washington, Los Alamos, Honolulu,
and Eniwetok,

Advice to subcontractors on security matters, including clear-
ance of consultent and subcontractor employees.

Arrangements for the security notification required when Holmes
& Narver personnel visited AEC and AEC contractor installations.

Arrangements for and supervision of classified teletype service.

Dissemination of informatiom of security interest as appropri-
ate to Holmes & Narver employees.

At the commencement of the Contract, all security activities were
placed under the general supervision of the Chief Fiscal Officer, and
the security organization congisted of one Assistant Security Officer
and three clerical assistants. In August 1949, a full-time Chief Se-
curity Officer was appointed, and the security organization was ex-
panded as the contract requirements increased, At the peak of opera-
tion, the Security Division consisted of:

Home Office - 1 Chief Security Officer
"~ 1 Assistant Chief Security Officer
1 Senior Security Assistant
1 Security Assistant
1 Interviewer
1l File Clerk
1 Identification Clerk
1 Secretary

1 Clerk Typist



Honolulu Office - 1 Security Officer
1 Interviewer
Jobsite - 1 Security Officer
1 Assistant Security Officer

In addition to the above, additional clerical assistance was pro-
vided as the work load required. ‘

For the most part, this organization proved to be adequate in
numbers. This was fortunate, as the office space avallable in the Home
Office would not permit any additions.



CHAPTER 7.2

FERSONNEL CLEARANCE

The personnel clearance program under the Contract was, because of
the large numbers of personnel involved and the extent of the paper
work required, by far the most involved and greatest time consuming
activity of the Security Division,

TYIPES OF CLEARANCES

Every person hired or considered for hire for overseas or Home
Office work required some form of AEC security clearance. The minimum
requirement for employment in any capacity was a ®P" approval. This
was a formal security approval for hire and permitted the holder access
to AEC and military information classified as high as SECRET but not
containing Restricted Data, as defined in the U, S, Atomic Energy Act
of 1946,

This approval was granted after an examination of the personnel
security questionnaire and a satisfactory search of official government
files which might contain derogatory information concerning the indi-
vidual. The usual requirement was a search of the Federal Bureau of
Investigation fingerprint and individual files in Washington, D. C,,
but under special circumstances a search of local files in the vicinity
of the applicant's home address was considered acceptable,

The other type of security approval was an AEC "Q" clearance based
on a full scale investigation by the FBI. This permitted the individual
access to all types of classified information, both AEC and military
and including AEC Restricted Data. The extent of such access was de-
pendent upon whether it was necessary in order that the individual might
properly perform his job., It was, and is, a cardinal principle that no
person is entitled to more access to classified information of any kind
than his work requires,

In addition to the two basic types of clearances described above,
there were a number of combinations and variations of these which were
used to fit particular circumstances,

The "QP" clearance, as the name implies, was a combimation of "P"
approval and "Q" clearance initiated in one subtmission. In this case
the "P" approval was issued after the file search was completed, and
the "Q" clearance was later granted after the completion of the full
investigation, This procedure permitted the individual to proceed to
the Jobsite when the "P" approval was received., The "Q" clearance fol-
lowed later prior to the time that it was required by security regula-
tions. This procedure was advantageous in that it provided two re-
quired clearances in one submission and permitted the employee to pro-
ceed to Jobsite earlier than if he were required to wait for a "Q"
clearance. In some cases, however, unneeded expense of a "Q"
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investigation resulted when the employee terminated his employment
before a "Q" clearance was required,

The "QR" clearance was a reinstatement of a "QM clearance which
had been previously active but had been terminated because of nonemploy-
ment on AEC work requiring clearance.

The "QE" clearance was a "Q" clearance granted under emergency con-
ditions by the Manager of the Atomic Energy Commission, Santa Fe Opera-
tions Office, or the Commanding General of Joint Task Force 3. It was
granted only in cases of real emergeacy when it was essential that the
individual be employed or given access to Restricted Data prior to the
completion of a full investigation by the FBI, This clearance was used
very sparingly and was requested only in cases of extreme need.
Throughout the entire operation, only 13 were requested. All of these
were granted, and none resulted in later repercussions of any kind,

PROCESSING PROCEDURES

After a prospective employee had been interviewed in the Personnel
Department and was considered acceptable for employment, he was given
the forms to be completed for security clearance processing. These con-
sisted of a personal history questionnaire, a security acknowledgment,

a fingerprint card, and an extract of the Atomic Energy Act of 1946,
In the case of overseas employees, there was added a Navy identifiecation
card and a Navy identification file sheet.

The personnel security questionnaire was the only one filled out
in detail by the applicant, It was rather troublesome because it re-
quired a large amount of detailed information on the background of the
applicant, including past employment, former home addresses, citizen-
ship status, organization memberships, etc., Furthermore, it was al-
most invariably filled out incorrectly, and it was usually necessary
that a security interviewer go over individual entries with the appli-
cant in order that acceptable detail would be included. The inter-
viewer verified the citizenship of the applicant by viewing birth
certificate, naturalization papers, or whatever acceptable evidence of
citizenship was available and marked on the application that he had ex-~
amined the military discharge for military service claimed by the ap-
plicant, The applicant was then photographed and fingerprinted, and,
for overseas employees, the information required for the Navy identi-
fication card was obtained,

An initial security lecture was given at the time of completion of
the questionnaire., lLater, usually at the time of actual hiring, a
second security lecture was given. This lecture varied with the job
status of the applicant and was different for Home Office and Jobsite
employees, At the time of the second lecture, Jobsite employees were
shown a motlon picture based on security activities and requirements of
the Sandstone Operation,



After the security forms had been completed in the rough they were
typed by the stenographic pool of the Personnel Department and forwarded
to the Los Angeles Atomic Energy Commission Security Branch Office.

The above basic procedure was followed in all cases involving "P*®
approval, "Q" clearance, or "QP" clearance. In case of a "Q" clearance
reinstatement, a "Q" emergency clearance, or the submission for a "Q"
clearance after a "P" approval had been received, the procedure varied
somewhat; but in all cases the personnel security questionnaire, the
security acknowledgment, the extract of the Atomic Energy Act of 1946,
and the fingerprint card were required to be completed and submitted.

CHRONOLOGICAL HISTORY OF CLEARANCE REQUIREMENTS

The processing of overseas employees varied considerably, depend-
ing on requirements imposed by the AEC, and on conditions at Jobsite at
the time of processing. At the commencement of recruiting of overseas
employees in January 1949, all were submitted for a "QP" clearance but
were permitted to proceed overseas upon the granting of a "P® approval.
This approval was based on a check of the local files of the Federal
Bureau of Investigation and such police and other files as were avail-
able in the Los Angeles areas,

This "P* approval usually did not require more than a few days'
processing time and was therefore operationally advantageous, but it
was unsatisfactory from a security standpoint in that the checks covered
only records of the Los Angeles area and did not include information
which might be on record elsewhere, This shortcoming was evident when
reports of full investigations by the FBI on "QP" processings were re-
ceived, Reports revealed considerable derogatory information concern-
ing men already sent to the Jobsite on the basis of local check ap-
provals,

In August 1949, it was decided by AEC security officials at .Los
Alamos that, except in special cases, no further local check "P" ap-
provals would be granted and that “P* approvals would thereafter be
based on checks made of the central files of the FBI in Washington.
Checks were to be made of both the fingerprints and the name of the
individual., This procedure resulted in a much better security basis
for "P" approval but usually required at least 30 days for the grant-
ing of the approval,

On about September 15, 1949, a directive was received from the
Director of Security at Los Alamos that thereafter "QP" submissions
for clearance would not be required for new employees unless it was
reasonably certain that they would remain at Jobsite beyond November 1,
1950, which was then considered as the limiting date prior to which a
"Q" clearance would not be necessary.

In compliance with the above directive, a general rule was es-

tablished by Holmes & Narver to the effect that any employee sent to
the Jobsite more than a year prior to the then established limiting
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date would be submitted for a "P" approval only., It was assumed that
his work contract would have expired before a "Q" clearance would be
required, and in cases of renewal or extension of contract, later sub-
missions for "Q" clearance were to be made necessary.

The object of this procedure was to effect economies in clearance
costs and to reduce the work load in the AEC and FBI Offices concerned
with Holmes & Narver clearances, At that stage of the operation (more
than one year before the limiting date), a substantial savings in
clearance costs could be effected without materially affecting any other
phases of the clearance program,

By November 1, 1949, although the tentative limiting date (November
1, 1950) had not been changed it was considered by the Chief Security
Officer, Holmes & Narver, that submission for "P" approvals only should
be continued until a reasonably good estimate of the number of "Q"
cleared persons to be required in the various job classifications could
be made, based on later considerations of job progress and job require-
ments,

On January 6, 1950, a security meeting was held in the Holmes &
Narver offices in Los Angeles to determine pertinent security pro-
cedures, This meeting included security representatives from the Of-
fice of the Director of Security at Los Alamos, the AEC Los Angeles
Security Branch Office, the Washington Area AEC Security Office, and
security and other officials of Holmes & Narver. At this meeting, it
was announced that special clearance arrangements had been made for the
clearance of personnel hired in the Hawaiian Islands. These arrange-
ments permitted the granting of local check "P" approvals by an AEC
security representative stationed in Honolulu for all persons who had
resided in the islands for a period of at least 10 years., This pro-
cedure greatly accelerated the receipt of "P" approvals and the hiring
program in the Hawalian Islands, It did not affect the time required
for a "Q" clearance. At thia meeting it was also announced that the
limiting date, although still tentative, probably would not be later
than November 1, 1950, and might be earlier,

Shortly after tne meeting, the Holmes & Narver Chief Security Of-
ficer decided that-in order to insure a sufficient nucleus of cleared
personnel by the limiting date, all personnel departing from the United
States for the Jobsite should be submitted for a "Q" clearance upon de-
parture and that persons already at the Jobsite with a "P" approval
should be subtmitted for a "Q" clearance as soon as Jobsite Management
could determine with a reasonable degree of certainty that the men
would remain beyond the limiting date.

Beginning about February 1, 1950, all "P" approval personnel sent
to the Jobsite were processed for a "Q" clearance. This was continued
until about April 25, 1950, when oral instructions were received from
the Chief, AEC-NME Teat Security Branch to discontinue processing "Q"
until June 1, 1950, and thereafter to process only those men whose ser-
vices would be needed after the establishment of the new limiting date.
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These instructions were confirmed by letter (LAB-J, D-T), dated May 11,
1950, from the Chief, AEC-NME Test Security Branch, Senta Fe Operations
Office, This letter emphasized the necessity for economy in clearance
costs and the necessity for careful consideration as to the need for
clearance before initiating processing.

The deferment of clearance submissions at this time, in view of
the uncertainty as to the number of "Q" clearances to be required, was
disadvantageous to the Holmes & Narver clearance program in that it in-
creased the number of "P" approval personnel at the Jobsite who would
later have to be submitted for a "Q" clearance. The extent of the dis-
advantage of deferred submissions was apparent in the fall of 1950,
when the time came to insure that all persons who were expected to re-
main at the Jobsite after January 15, 1951, were submitted for "Q*
clearance, By this time, because of greatly expanded construction re-
quirements, it was found necessary to process all "P" approval men then
at the Jobsite for "Q" clearance, except those whose contracts were to
expire, 1n order to insure the presence of enough "Q" cleared personnel
to complete the job., As a result, approximately 430 men with "P" ap-
provals had to be processed for "Q" clearance, and each one had to sign
8 new personnel security questionnaire, Because of the number of men
involved and their distribution in all parts of the Atoll where work
was in progress, it was a major and time-consuming task to locate them
and to complete their processing. As a result, clearance subtmissions
vere delayed in many cases and it was not until the middle of November
that all needed clearances of men at the Jobsite had been submitted,
Furthermore, the sutmission of this large number of "Q" clearance re-
quests over a short period of time placed an overload on the investiga-
tive and other clearance agencies and resulted in a considerable in-
crease in clearance time required.

In July 1950, Jobsite management was requested by the Security
Division, Holmes & Narver, to submit names of men at Jobsite who would
probably be needed on the job after January 15, 1951, although at that
time it was difficult to make accurate predictions as to what personnel
would actually be needed., It was then expected that all basic construc-
tion would be finished by January 15, 1951, but the many increases in
the scope of the Projeet had not as yet been made, In August 1950, it
vas estimated that approximately 950 employees would be required on
January 15, 1951; but on that date there were actually 1826 employees
at the Jobsite, As the job work progressed in the fall, it became in-
creasingly apparent because of increases in job requirements that the
number of clearances in process would not be adequate to provide the
added number of cleared persomnel needed on the limiting date of
January 15, 1951,

On October 11, 1950, it was recommended that "P* approval person-
nel be permitted at Jobsite until March 1, 19511, This recommendation

1
Letter, CHN991l, dated Oct. 11, 1950 addressed to Manager, AEC
Santa Fe Operations Office,
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was based on a then expected required Holmes & Narver persomnel total
of 1467 during January 1951, and 1430 during February 1951. By the
middle of November, everyone at Jobsite was in process for "Q" clear-
ance except those definitely known to be leaving through contract com-
pletion prior to January 15, 1951,

In November, additional men were being hired as rapidly as possi-
ble to meet urgent construction deadlines., For example, on about
November 15, 1950, it was determined that 70 laborers would be needed
immediately for an extremely urgent grouting job that had to be com-
pleted prior to January 31, 1951, to avoid the jeopardizing of certain
test experiments, At that time there were few cleared laborers avail-
able with even a "P" approval. To meet this situationm, arrangements
were made with the Director of Security at Los Alamos to grant local
check "P* approvals to newly recruited laborers so that they could be
sent to the Jobsite with a minimum of delay. A special recruiting
party was sent to Dallas, Texas, for the purpose of utilizing the
favorable labor market there. An AEC security representative and a
Holmes & Narver security officer accompanied the party to process local
check "P" approvals, As a result, "P" approvals were received quickly,
and the personnel requisition for laborers was filled in a minimum of
time, However, there was little possibility that these men could be
given a "Q" clearance until a considerable time after the limiting date
of January 15, 1951,

On December 14, 1950, it was requested of the Manager, AEC, Santa
Fe Operations Office, that the limiting date be extended to March 1,
1951, because it was apperent that there would EOt be sufficient "Q"
cleared personnel at, the Jobsite by January 15.- Extension was granted
to February 15, 1951°; and for employees on Parry and Eniwetok Islands
only, extension was later granted to March 1, 19513,

- During the period between November 1, 1950, and January 15, 1951,
approximately 580 new employees were sent to Jobsite, and on January
31, 1951, a peak number of 1841 Holmes & Narver employees was reached.

After Japuary 31, 1951, and until the end of the operational period
Job personnel requirements continued to be considerably im excess of
previous estimates-and shortages developed in several Job categories,
including the messing, marine and power, and water distillation opera-
tions. This was due largely to the excessive over-all population, In-
stead of the 2000 expected, there were actually 2800, In addition,
the time required to process "Q" clearances had increased to approxi-
mately 90 days.

;Letter, CHN-1133, dated December 14, 1950.
Letter, AEC, SFOO, ER-1, SD6511, dated January 3, 1951.
Letter, AEC, SF00, dated February 5, 1951,



After March 1, 1951, by order of the Commanding General, Joint
Task Force Three, who had assumed control of the test operation, the
limiting date for "P" approval personnel on Parry Island was advanced
to March 15, 1951, and later to April 2, 1951. On April 2, 1951, a
total of 31 "P" approval personnel concerning whom derogatory informa-
tion had been developed were removed from the Jobsite, and the re-
mainder of the noncleared personnel, both military and eivilian, were
limited to Parry and Eniwetok Islands (not including exelusion areas).
Uncleared boat personnel were permitted to operate their boats but
could not land except on Eniwetok and Parry Island. These regulations
remained in effect until the end of the operational period.

CLEARANCE STATISTICS

Table 7.2-1 shows clearance statistics by months; Table 7.2-2
shows sutmissions, receipts, and average times required for "P* ap-
proval and "Q" clearances; and Table 7.2-3 gives an analysis of over-
all clearance activities., The total number of cases partially or com-
pletely processed for all types of clearance action was 8462. The
total number of "P" approvals received was 4072, The total number of
"Q" clearances received wvas 3237, including 350 *"Q" reinstatements and
13 "QE's." It should be noted that in a large majority of cases the
same indiwvudual was processed for a "P" approval and later for a “Q"
clearance.

The discrepancy between the receipts and submissions is accounted
for in part by the fact that many men were processed whose clearance
did not proceed to the point where a clearance was granted or demied.
These included those whose employment processing was stopped because of
failure to qualify physically, loss of interest in the job because of
the time required to obtain clearance, stoppage of clearance because of
unfavorable reference checks, uncompleted processing, orders to military
services, etc. Also included were cases vhere clearance was denied for
security reasons.

In addition to the mmber of men recorded as being not available
for hire after being nrovessed, there were many more who lost interest
in the job upon being informed that clearance was necessary and that
any type of clearance would require at least 30 days. There were also
1065 men vho were not available for hire after clearance was finally
received, The great majority of these were "P" approval cases,

As shown, the time required to fully process a "P" approval aver-
aged about 30 days, throughout the operation. This average included
approximately 900 local check "P* approvals in Honolulu and elsewhere
which averaged less than one week each.

The over-all average time required appears excessive in view of
the fact that Holmes & Narver clearances were assigned a high priority
and presumably had special handling in transit. Its adverse effesct on
hiring, especially in the earlier stages of the operation when "P"
approvals only were required, was considerable.
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TABLE 7.2-1 CLEARANCE SUBMISSIONS

Month "QP® Q" "QR" "pe
1949
January 5 20 37 2
February 5 6 5 12
March 6 5 3 7
April YA 16 5 16
May 46 11 8 15
June 17 10 10 15
July 27 6 8 13
August 54 17 13 34
September 33 12 13 98
October 11 3 5 106
November 13 1. 10 108
December 17 2 9 157
1950
January 45 14 9 308
February 54 133 8 445
March 59 117 15 304
April 69 100 10 227
May 22 11 8 241
June 39 8 21 360
July 27 9 37 360
August 27 122 12 449
September 33 172 6 353
October 101 432 20 253
November 400 382 7 60
December 467 120 13 44,
1951
January 31 182 21 4
February 6 55 7 0
March 12 231 8 1l
April 2 263 14 1
May 32 82 8 3
June 21 53 5 2
Total 1,725 2,693 355 3,998



TABLE 7.2-2 "P" APPROVAL AND "Q" CLEARANCE RECEIPTS
AND PROCESSING TIMES

"pig® Average "Q'tat Average
Month Received Days Received Days
1949
Jamiary 2 30 7 79
February 7 30 3 60
March 8 28 9 66
April 20 29 11 76
May 57 29 11 74
June 64, 28 29 70
July 23 35 26 84
August 60 28 6, 83
September 51 28 76 4
October 135 26 28 66
November 95 28 61 67
December 71 27 18 84
1950
January 147 27 13 53
February 295 25 18 61
March 414 30 35 57
April 180 30 122 65
May 288 37 163 61
June 165 27 87 87
July 237 27 31 68
August 322 26 45 53
September 262 28 55 59
October 227 31 99 60
November 311 32 91 70
December 441 30 145 75
1951
January 158 33 FVIA 80
February 4 38 517 82
March - 36 334 90
April - - IBA1 94
May 2 52 71 87
June 18 39 163 92
Total 4,072 2,887
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The time required for full processing of "Q" clearances showed a
general increase as the operation progressed. During most of 1950,
the time averaged approximately 60 days; in November 1950, it reached
70 days; and it climbed steadily thereafter. During 1951, the average
time required was approximately 90 days, and 213 cases required more

than 120 days,

TABLE 7,2-3 SUMMARY OF CLEARANCE SUBMISSIONS AND RECEIPTS

SﬁBMISSIONS
wpe
nQp®
nQe
"QR"

IQEI
Total

RECEIPTS
" P'
nQe
"QR®
lQE'
Pending, June 30, 1951
Unccmpleted (men not available for hire)
Processing stopped (derogatory information)
"Hold" cases surplused before denial

Clearance denied

Total

3,998
1,725
2,693

355
13

4,072
2,87,
350
13
455
568
367
63

22

8,784

8,784

7-13



SECURITY DENTALS AND REVOCATIONS

During the course of the job there were 22 cases in which formal
denials of clearance were received from the Manager, Atomic Energy
Commission, Santa Fe Operations Office. In these cases, the men con-
cerned were removed from the Jobsite as directed by the Manager,
Santa Fe Operations Office. Some were removed immediately and others
were permitted to remain until the completion of their contracts or
until a specified date.

Other security undesirables were disposed of variously. If, prior
to the departure of the man from the United States, derogatory informa-
tion was discovered (usuaslly as a result of the file checks), he was
not considered for hire and the case was discontinued, There were 367
cases of this type. In 63 other cases men had been sent to Jobsite on
apparently favorable "P" approval checks, and later during the FBI in-
vestigation it was developed that serious derogatory information ex-
isted, These cases presented a troublesome problem in that it was nec-
essary under current directives to remove the men from Jobsite without
revealing that their removal was in any way due to security considera-
tions,

Some of these employees were discharged for bad conduct or poor
work performance on the job; others were removed because of falsifica-~
tion of the personnel security questionnaires or job applications; and
others quit voluntarily for normal reasons, There remained however a
relatively large number whose work performance and conduct were above
reproach and who were, in fact, badly needed at the Jobsite, In the
cases of these men, Hoomes & Narver felt that their removal would not
be justified, and, in addition, removal of men with excellent job per-
formance in the face of an obvious need for their services might have
resulted in legal repercussions.

At the security meeting of January 6, 1950, this situation was ex-
haustively explored, and it was decided by the AEC security representa-
tives that in the absence of a formal security denial employees might
remain at the Jobsite until their contract expired or until the security
limiting date, whichever occurred earlier. They were not to be rehired
without a full "Q" clearance. This solution was extremely helpful,

By the time the limiting date was reached, the status of the Job-
site work was such that the remaining men in the above category could
be surplused without impairment of the job and without indication that
their removal was for security reasons. The last of these men, a group
of 31, left the Jobsite on April 2, 1951,

Throughout the entire operation there were no known cases of serious
security violatlons either at the Jobsite or at other Holmes & Narver
installations, One "Q" cleared individual was removed from the Jobsite
and his clearance revoked as a precautionary measure based on the de-
velopment of serious derogatory information after the granting of the
clearance, and another was surplused because of loose talk in letters
to a person in the United States, The information leading to these
actions was discovered by the Holmes & Narver Security Division and
forwarded to the AEC,
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CHAPTER 7.3
PHYSICAL SECURITY

At the beginning of the operation, physical safeguards for Holmes
& Narver, Inc. premises were below AEC security requirements. There-
fore, in order that the company could maintain and store classified
documents and material and in order to set up 2 limited area for classi-
fied AEC work, it was necessary to establish physical controls which
would conform to AEC General Manager's Instructions No, 37, covering
the handling, transmittal, and storage of classified matter and No. €0
(later No. 153), covering AEC physical security standards. These lat-
ter instructions took into consideration the scope of physical security
in proportion to length of contract, highest classification and quantity
of documents or work which would be involved, and type of security areas
which would be necessary for proper progress of the work,

HOME OFFICE

It was determined that the establishment of a limited area at
824 South Figuerca Street would be adequate for the engineering opera-
tion. This type of area is defined as an area in which uncontrolled
movement would permit access to clasgified matter but in which access
could be prevented by escort and by other internal controls., Safe-
guards would be more rigid than in a controlled or restricted area and
not as rigid as in an exclusion area.

Accordingly, a 24-hour, 7 days per week guard control was set up
at 824 South Figueroa Street, attended by General Plant Protection
Company's trained guards, all of whom had been granted AEC "Q" clear-
ance. A Watchclox system of area patrol was installed, certain physi-
cal barriers were erected, and a communication system was established
for guards to phone or receive phone calls from their control at
General Plant Protection Company's main office.

For entrance control, an identification badgs was issued to each
AEC "Q" cleared person requiring access to the limited area, These
badges, closely controlled by the Security Division, were tamperproof
plastic and showed the person's photograph, number, physical descrip-
tion, a signature, and a counter-signature by the Chief or Assistant
Chief Security Officer. Badges were worn by employees entering, work-
ing in, or leaving the limited area, and close scrutiny of these badges
was made by guards at the entrance to the area, No person without an

AEC "Q" clearance and without an identification badge was admitted to
the area,

In conformance with requirements of AEC General Manager's Instruc-
tions No, 37, "Storage of Classified Matter," there were at 824 South
Flgueroa Street adequate 3-way combination steel repositories meeting
AEC specifications.
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At 816 South Figueroa Street, two limited areas were established,
a central file room and a communications room because it was considered
that most if not all of the Restricted Data maintained by Holmes &
Narver, Inc., would be kept at 824 South Figueroa Street, However, the
central file room would have classified correspondence and the communi-
cations room would handle "Sigtot" one-time tapes classified "Secret,"
Hense, the two areas mentioned above were established., Admittance to
these areag was monitored by the clerks on duty and was confined to only
those "Q" cleared personnel who required access to the areas in line
of duty.

In addition, at 816 South Figueroa Street, additional physical con~
trols were set up. A 24~hour, 7 days per week guard control was es-
tablished, During offiee working hours, one guard was posted at the
main entrance as a receptionist-informationist and another acted as
general supervisor of guards in both buildings. This guard also acted
as a courier to the Navy Headquarters at Long Beach, the Army Communica-
tion Center in the Federal Building, and the Los Angeles AEC Security
Office; did finger printing, photography, and badge laminating; burned
classified waste; changedfile and safe combination as necessary; and
did other work incidental to the activities of the Security Division,
During nomworking hours, one guard patrolled the entire building.
Eleven Watchclox stations were strategically installed so that complete
coverage of the building was given by the guard during his hourly
patrols, One-hour heat resistant 3-way combination steel cabinets were
installed in the central file room, communication room, and other of=-
fices where a small number of classified documents might be temporarily
stored. Only those "Q" cleared employees whose duties required such
access were given combinations to any of the repositories. Duplicate
combinations to these vaults were under the close control of the
Security Division,

These physical controls have been closely inspected every six
months by the AEC Inspection Branch, and have always proved satis-
factory. No additional physical controls have been reccemended.

HONQLULU OFFICE

The Honolulu office had no special areas. For use in the storage
of classified material, it had a large, heavy-walled, 3-way combination
steel safe controlled by "Q" cleared persommel. However, except as a
repository for classified matter in transit, little or no classified
matter was kept there,

JORSIIE

At the start of the operation and until about November 1, 1950,
there were no limited or exclusion areas at the Jobsite, Physical se-
curity measures were limited to the provision of adequate storage
facilities for classified documents. The storage consisted of 3-way
combination safes and file cabinets in buildings secured against un-
authorized entry after working hours by screening and locks and bars
for doors and windows. In addition, a system of patrols was maintained
by camp police,
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On about November 1, 1950, the first exclusion area was set up on
Parry Island to provide protection for a scientific laboratory. The
group of buildings involved was completely fenced, and night illumina-
tion was provided., Access to the area was limited to "Q" cleared per-
sonnel required to enter in comnection with the work within the area.
The area was guarded by military police provided by Commander Task
Group 3.2. Entrance was limited to those on an approved list, with
identification provided by signature and Navy identification card.
Later, in January 1951, AEC identification badges were used.

On January 15, 1951, an exclusion area was established on Farry
Island to include the main offices of Holmes & Narver, the Headquarters
Offices of the AEC representatives, and the Headquarters of the Com-
mander Joint Task Force 3. This area was fenced and was guarded by
military police., Entrance was limited to those to whom exclusion area
identification badges had been issued,

Later, additional exclusion areas were established both on Farry
and on other islands, The regulations concerning these areas were
similar to those previously established for other exclusion areas,

When the office exclusion area was established on January 15,
1951, the AEC badge system was initiated., Access to areas of dif-
ferent security importance was controlled by different colored photo
identification badges. These badges were produced, issued, and con-
trolled by AEC Security Officers. Also, at this time military police
assumed responsibility for the patroling, guarding, and control of all
areas, The normal police functions incident to the control of Holmes
& Narver personnel remained with the Holmes & Narver camp police force.

With the assumption of security control by the AEC, assisted by
the military police, the function of the Holmes & Narver Jobsite Se-
curity Officer and his staff was largely to render assistance to the
AEC security staff in so far as Holmes & Narver personnel were con-
cerned. At this time and for the remainder of the operating pericd,
an important activity of Holmes & Narver security was to insure that
Holmes & Narver personnel were kept supplied with the proper badges to
permit their access to areas where they were required to perform neces-
sary work and to insure thit unnecessary access to security areas was
denied. This included preparation of badge requests after cereful
checking of the individual's clearance and the need for the access re-
quested. In cases where access was requested but the person concerned
did not have the proper clearance, it was necessary to arrange for a
special pass and the provision of an escort in the area,
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CHAPTER 7.4

INFORMATION SECURITY

Because Holmes & Narver, Inc., was engaged in classified work for
the U, S, Atomic Energy Commission, it was necessary not only to obtain
clearances for its personnel and to establish physical security stand-
ards, but to establish, as well, an information control program to pre-
vent unauthorized dissemination of classified information.

When a prospective overseas employee was first processed through
the Security Division, his final step in the processing procedure was
a thorough 40 minute security lecture in a lecture room provided for
that purpose. Everything expected of him in the control of informa-
tion to which he would have access was carefully explained to him. He
was familiarized with the Atomic Energy Act of 1946 and with the penal-
ties for its violation. The personnel clearance procedure was explained
to him, as were the responsibilities placed on a cleared employee,
Finally, a question and answer period was held in order that all points
could be clarified, (An outline of the lecture is presented as an ex-
hibit at the end of this section.)

When the overseas employee was finally cleared by AEC and put on
a flight list for overseas, he was again called into the lecture room,
vhere a 4(5-minute secondary security lecture was given him, reviewing
information given him in the first security lecture and admonishing
him to control his letter writing at the job and his participation in
"scuttlebutt® sessions there. At the close of the second lecture,
another question and answer period was held and a 16 mm sound film
"Operation Sandstone® was shown, "Operation Sandstone" as shown in
this instance, consisted of a depiction of a part of that operation
which emphasized security aspects, which in general would apply to
present and future operations, (An outline of this lecture is pre-
sented as an exhibit at the end of this section.)

To meet the different circumstances found in the Home Office the
first lecture given prospective Home Office employees was somewhat
varied in emphasis from that given the overseas employee., More stress
was laid on storage, handling, and tranamittal of classified documents
and on the control of special areas; and he (or she), like the over-

seas employee, was thoroughly indoctrinated in the control of classi-
fied information,

When the Home Office employees had received their AEC clearances,
they were called to the lecture room in groups for a second security
lecture., These groups were called at convenient times and in numbers
calculated to cause the least interference with work. This lecturs,
for the most part, consisted of a thorough explanation of GM-37,
"Storage, Handling and Transmittal of Classified Documents.® For this,
special charts were used, as well as the 16 mm Oak Ridge security sound
film, At the conclusion of the lecture a question and answer period
served to clarify any points in question,
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At the Jobsite, similar instruction was given to office employees
with the purpose of familiarizing them with the handling of clasgified
documents. In addition, the Jobsite Security Officer gave instructions
to supervisory employees at staff conferences.

When an employee terminated from the Jobsite or the Home Office,
a thorough termination security interview was held, stressing control
of whatever classified AEC information to which he may have had access,
A security termination statement was then signed by him, and he was
required to turn in his identification card and anything else of an offi-
cial nature which he may have had, Finally, if the terminating employee
was not to be rehired, the security termination statement was forwarded
to the AEC and the person's clearance was terminated. (An outline of
this interview is presented as an exhibit at the end of this section,)

At a very early stage of the operation of the Contract, a Security
and Correspondence Manual was prepared and issued by the Security
Division. It proved to be extremely useful in the indoctrination of
employees, particularly those in ey positions and those engaged in
secretarial work, This manual contained the more important of the AEC
General Manager's Instructions, such as GM-37, "Procedures for Handling
Classified Matter®; GM-153, "Physical Security Standards for AEC Facili-
ties"; GM-2, "Transmittal - Documents and Materials®; @4-59, "Responsi-
bility for Security"; and @4-19, "Top Secret Control." Also included
were applicable directives issued by the Santa Fe Operations Office,
such as SF-122, "Administration of Contract No. AT-(29-1)-507"; SF-3,
"Personnel Security Clearance Policy and Procedure"; SF-181, “Down-
grading of Classified Documents™; and bulletins and notices issued by
the Holmes & Narver Security Division covering a variety of subjects
and intended in general to clarify current directives and to disseminate
new security requirements and information.

Among the subjects covered in Holmes & Narver Security Bulletins
were classification, guard orders, special instructions on handling of
classified documents, speclal instructions on handling of classified
teletypes, visits to AEC and other classified installations, news re-
leases, Jobsite nomenclature, reprints of AEC Security Newsletters,
visitor control, ete.

In addition to the above, the manual contained complete instruc-
tions on the marking, preparation, transmission, and handling of classi-
fied and other correspondence. These instructions contained samples of
all types of correspondence, with the markings required for the various
security classifications., Included were letters, interoffice corres-
pondence, cover sheets, routing slips, receipt forms, inner envelopes,
and outer envelopes. These instructions were used extensively by
secretarial personnel and found to be very helpful both at the Jobsite
and in the Home Office,

Visual media were found to be of considerable value in constantly
reminding all employees of the ever present need for vigilance in the
preservation of security. Security reminders were made by means of
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posters, signs, slogans, articles in the Jobsite daily newspaper, and
notices distributed and posted on bulletin boards.

The Jobsite was particularly well covered by posters, and well
executed signs were continuously displsyed in prominent places such
as mess halls, post offices, offices, ete., Frequent slogans and
articles on security appeared in the Jobsite paper, the "Coral Island
Breeze,."



EXHIBIT A

Outlines of Security Lectures



1,

INITIAL SECURITY LECTURE
Need for Security on Operation Greenhouse
a, Type of work on Project
b. Holmes & Narver function
¢, Importance of security
Security forms to be executed
a. Forms to be filled out
b, Methods of filling out forms
c. Details of forms
(1) Correspondence of addresses and employment
(2) Information about organizations and arrests
(3) Certification
d. Penalties for falsifications
Processing of security forms
a, Function of FBI in "P" approvals and "Q®" clearances
(1) Loyalty
(2) Associations
(3) Character
(4) Habits
b. Functions of AEC in "P* approvals and "Q" clearances

c. Function of Holmes & Narver Personnel Department after approval
is received

Processing of applicants employed

a, Notification of second security lecture
(1) Purpose'of lecture
(2) Content of lecture

b, Further processing



e,

f.

Security obligations
Restrictions at Jobsite

(1) Cameras

(2) Firearms and explosives
(3) Binoculars

(4) Radio transmitters
Suggested clothing list
Mail address

Jobsite conduct

a, Restricted areas

b, Mail restrictions

c. "Scuttlebutt® sessions

d, Classified materials
Termination

a, Official materials and documents
b, Termination interview

¢. Termination statement

d. Responsibilities of terminated employees
e, Security requirements

Surmary

a, Cost of security comtrol

b, Value of security to nation
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T-2h

SECOND SECURITY LECTURE
Purpose of meeting
a, Refresher on securlity regulations
b, Film on security in Operation Sandstone
¢, Personnel processing
Security processing review
a., Security acknowledgment significance
b, Responsibilities pertaining to "P" approval and "Q" clearance
(1) Mail
(2) Scuttlebutt
(3) Information dissemination
Proposed security measures
8, "Q" clearance processing
(1) Cost
(2) Responsibilities of employee
(3) Penalties for falsifications

b, Control of classified information

Termination processing

Summary

a, Importance of security

b. Reporting of infractions

¢. Over-all responsibilities

Film "Operation Sandstone"

a, Introduction and comments on site, security, and results
b. Film showing

¢, Questions and answers



TERMINATION SECURITY INTERVIEW

Termination interviews vary with the type of employment of the term-

inating employee and the degree of access to classified information

Following are the steps in the interview:

19

25

Pick up badges and identificatioun cards,

Pick up any official documents or other items the terminating
employee may have,

Remind terminating employee that he is still bound by security
acknowledgments and by the provisions of the Atomic Energy
Act, even though he 1s no longer on the Project.

Explain regulations for dissemination of information through
Information Control Service, Washington, D, C,

Explain restrictions on dissemination of information pertain-
to Jobsite.

a, Use of names of islands, >fficial designations, etc.

b, References to events before or after tests

c¢. Discussion of scope, type, or location of construction

Explain necessary AEC clearances of speeches, press releases,
and radic releases.

Witness signature of termination statement.

Explain reinstatement possibilities of clearance or approval
for other AEC work,

Answer questions,
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Secteon 8

PERSONNEL



CHAPTER 8.1

GENERAL

Personnel activities related to Contract AT-(29-1)-507 were those

normally associated with an offshore construction project but were

characterized as well by the extraordinary requirements imposed by per-
sonnel security clearance requirements, preemployment medical examina-

tion requirements, and the impact of increases in the scope of work.

Thus, the first activities of the Personnel Department were related to
the establishment of job classifications and wage schedules, the prep-
aration of manual and ronmanual employment agreements, the determination
of transportation facilities available and applicable procedures, and
the survey of potential labor markets for recruitment of personnel for
the Project. Organizationally, the department was integrated into the
Operations Division and the department was functionql;z;qﬁviéqusyto 5

sections with duties as follows:

Employment Section

1. Analysis of personnel requisitions for the various H & N Divi-

sions engaged in work under the Contract.

2, Establishment of recruiting programs and methods designed to

fulfill these requisitions.

3. Accomplishment of interviews with all applicants.

4. Complete checking of qualifications, military status, and

background employment records.

5. Decisions on hiring, job classifications, and rate of pay.

Processing Section

1. Preparati;n of all questionnaires.

2. Preparation of all personnel security clearance forms.
3. Preparation of all overseas employment agreements,

4. Preparation of all hiring forms.

Trans ati Sec

1. Determination of mode of transportation to be employed and

space allocations available,

2., Procurement of invitational orders for use of military trans-

portation services.

3. Procurement of identification cards required by emigration

regulations,
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Claims Section
1. Processing of all claims arising out of employment.

Records Section

1. Maintainance of complete personnel files.

In order to meet the difficulties imposed by the continual upward
revision of the scope of work to be performed by H & N and the require-
ment that all personnel shipped to the Jobsite have at least a "P"
approval type of security clearance, the tempo of Personnel Department
activities was maintained at a high level in the period between January 1,
1949 and July 1, 1951, During this period, 30,000 applicants were
screened; 17,000 interviews were held; more than 6,200 applicants were
processed for medical and security clearances; and arrangements wers
made for the movement of more than 3,300 employees overseas. 4 chart
of the H & N forces at the Jobsite as a consequence of these efforts is
shown in Figure 8,1-1, and a tabulation of manual and nonmanuel Jobsite
and Home Office personnel is given in Table 8,1-1;

A "Manual f Standard Operating Procedures" covering all phases of
personnel activities was prepared at the inception of the Project. This
manual prescribed in great detail the personnel practices which were to
be followed, the use of all forms required by the government and by H & N
policies, and the handling of all other matters which came to the atten-
tion of the Personnel Department. Thus, for example, in connection with
interviewing, the procedure prescribed that after the interviewer has
decided that an applicant possesses sufficient qualifications for a posi-
tion and has informed the applicant that he will be considered, subject

to completion of reference checks, security investigations, and medical
examination,

100,10

A- The interviewer shall select the past employers
who are to be checked and shall mark them with a
large red check on the left side of the application.

B~ The application is then given to a clerk who
shall send out the Reference Check Forms. The clerk
shall enter, beside the red check made by the Inter-
viewer, the date on which the Rgference Letters are
sent,

C- A numerical file with numbers from 1 to 10 inclu-
sive shall be set up, in which all applications shall
be filed as soon as Reference Letters are sent.

D- A clerk shall file the returned Reference Letters
each day. As they are matched with the proper appli-
cation, the letter "R" shall be entered over the red
check on the application to designate the Reference
Letter has been returned.
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TABLE 8.1-1

H & N JOBSITE AND ON-CONTINENT PERSONNEL, CONTRACT AT-(29-1)-507

Jobsite
Non-

Manual Manual Total

On-Continent*

1949
Jan,
Feb,
Mar,
Apr.
May
June
July
Aug.

Sept.

Qet.,
Nov,
Dec,

1950
Jan,
Feb.
Mar,
Apr.
May
June
July
Aug,

Sept.

Oct.
Nov.
Dec,

1951
Jan,
Feb.
Mar,
Apr.
May
June

13
16
38
70
112
106
114
202
256
320

357
437
565
697
778
750
806
895
990
1033
1050
1174

1256
1210
994
804
432
296

124
140
154
183
279
300
358
410
491
“501
531
547

570
573
508
437
278
183

17
22
27
73
115
164
167
175
278
356
435

481
577
719
880

1057

1050

1164

1305

1481

1534

1581

1721

1826
1783
1502
1241
710
479

35
29
45
63
103
145
145
175
17
191
188
197

436
355
229
235
180
_12

*On-Continent employees include Contractor's employees who

worked part-time on Contract AT-(29-1)-507.




E- When the "R" i3 entered over the last red check,
the application and returned Reference Letters are
given to the Employment Interviewer for his consid-
eration, Each morning, the clerk handling the Refer-
ence Letters shall move the last file in the numer-
ical file to the front and its contents shall be given
to the Interviewer. He shall then decide, after a
careful study of the applications, whether any are to
be retained for the return of additional Reference
Letters, rejected or hired. As he makes his decision,
he shall so indicate on theapplication, and then see
that they are appropriately filed.

100,12

A- When, in the judgment of the Employment Inter-
viewer, sufficient references have been received to
warrant a decision, he shall make the decision and,
if he decides to go on with the original offer, send
for the applicant.®

Similar detailed instructions covered all subjects of personnel
cognizance. During the course of the Project there were instances in
which the prescribed procedures had to be waived in order to meet the
deadlines established. A situation requiring such action occurred in
December of 1950 when a substantial number of laborers were urgently
required at the Jobsite for a short period of time in connection with
the foundation grouting of Structure 3.,1.1. To shift forces from other
work in progress would have meant delaying completion of work beyond
deadlines, As a consequence, a concerted effort was made on a high
priority basis to recruit personnel and move them to the Jobsite for
the particular program, In view of the urgency of the requirement, the
low job classification of the personnel involved, and the short duration
of their stay, it was felt that the most expeditious action could only
be based upon spot reference checks to the degree consistent with early
fulfillment of requirements. This was dons, and as a result of such
action, the program was completed on schedule.

Such instances are a reflection of the major difficulties encountered
in planning the work of the Personnel Department which arose out of the
interaction of increased requirements for personnel at the Jobsite, the
security clearance requirement, and a tightening labor market introduced
by the Korean War. Of these factors, the 30 day to 100 day period re-
quired for security clearsnce established a barrier to efficient planning.
Personnel would be interviewed looking toward the fulfillment of a partie-
ular requisition or estimated requirement, and a tentative offer of em-
ployment made, subject to a security check. In many cases, by the time
security approval had been obtained, the prospective employee had taken
other employment. As a consequence, throughout the Project, it was neces-
sary to anticipate on a long range basis the classifications of personnel
that would be required and the number of individuals in each classifica-
tion in order to permit the establishment of a vool of applicants in

process and reduce the time lag in fulfilling Jobsite personnel requisi-
tions, See Table 8,1-2 and Figure 8,1-2,
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TABLE 8,1-2
NUMBER OF PERSONNEL IN PROCESS

Month 1949 1950 1951
January 0 562 553
February 0 608 348
March 0 555 335
April 0 646 562
May 19 559 529
June 49 461 546%
July 42 436
August 113 579
September 126 48?

October 122 400
November 71 529
December 248 600

*Number personnel in process remained constantly high to meet Job-
During April 1951, Jobsite cancelled requisitions
covering 360 personnel.

site requisitions.
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Figure 8.1-2 Time Lag in Fulfilling Jobsite Personnel Requirements
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The Jobsite Personnel Office was the focal point of all personnel
and labor relations activities. All personnel actions at the Jobsite,
ineluding changes of classification, wage changes, snd terminations were
initially processed by the Jobsite Personnel Office and forwarded to the
Personnel Department at Los Angeles for approval. Personnel requisitions
emanating from the Jobsite were screened through the Personnel Office,
and close liaison was maintained betwsen that office and the Home Office
Personnel Department to maintain a current plcture of the status of all
requisitions,

8-8



CHAPTER 8.2

RECRUITING

In order to recruit sufficient personnel to meet Jobsite require-
ments various means of recruitment were utilized. In the early part of
the Project most applicants were referred to the Contractor through the
Overseas Craftsmen Association (not an agency or union) and this contact
point was invaluable throughout the entire Projsct. The type of appli-
cant secured through this association was above average in capabilities
and one who had proved his ability to adjust himself to the conditions
prevalent with foreign employment., Newspaper advertisements were used
quite extensively as a medium, and during the peak recruiting period
advertisements were run in newspapers in a number of West Coast cities,

In January 1950, in order to take advantage of a favorable labor
market a branch personnel office was established in Honolulu. The loca-
tion of this office and the formulation of an expedited security clear-
ance program which made clearance possible within a nominal period of
time were both significant advantages to be realized. When Jobsite
experience indicated that no resl problem would result from the hiring
of native Hawaiians, this area hecame an important recruiting center.

To meet special emergencies and to meet Jobsite peak demands for
personnel, recrulting teams conducted recruiting programs at various
locations during the project, including:

1. Richland, Washington. This source of supply was used on several
occasions when specific skilled classifications were required
at the Jobsite on an emergency basis. Nearly all applicants
from this area formerly worked at the AEC Hanford Project and
had been previously cleared by security. This permitted immedi-
ate utilization of these applicants and enabled the Personnel
Department to meet urgent Jobsite requirements, and valuable
employees were secured with only nominal expense involved for
security clearance.

2. El Centro, California and Yuma, Arizona. A recruiting team
conducted an extensive campaign at El1 Centro and Yuma to pro-

vide employees in the lower classifications. To meet Jobsite
requisitions, this program was very essential, as the wage
schedules being offered were below the prevailing rates in the
Los Angeles area and difficulty had been encountered in re-
cruiting personnel for unskilled classificetions,

3. Dallas, Texas. To meet special emergency Jobsite requests,
recruiting teams were sent to Dallas on one occasion to employ
pipefitters and on another (noted above) to employ laborers.
These recruiting trips were motivated by the availability of
the particular classifications of personnel in the area,
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4. San Bernardino, California. A recruitment program to secure
applicants of all classifications was conducted at this loca-
tion on almost a continuing basis in order to meet the short-
age of available personnel to meet job requirements.

5, San Francisco, California. A recruiter made several trips to
San Francisco to interview applicants submitted through the
Construction Men's Association, a national organizationm,
which did primary screening on the basis of criteria supplied
by H & N.

6. QOther Locationg. Many trips were made throughout the outlying
districts of Los Angeles by recruiters in search of specific
gkills. TFor example, extensive recruitment for marine person-
nel was conducted in the port cities such as Long Beach, Newport
Beach, etec.

In interviewing applicants the work history was of paramount im-
portance and all records of employment were investigated. Reference
checks with former employers as to the applicant's ability, soberness,
integrity, and patriotism were made on substantially all applicants.
All applicants were instructed as to the terms and conditions set forth
in the employment agreements and the basic procedure necessary to se-
cure security clearance. Applicants with work histories reflecting
broken contracts on other foreign work were eliminated unless support-
ing evidence of justification for their action could be submitted.

All applicants were required to pass prescribed medical examina-
tions prior to being put into process for security clearance. This
eliminated any further action on employees who failed to meet medical
requirements and thus relieved the work load on the Security Division.
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CHAPTER 8.3
WAGES, WORKING HOURS, AND OVERTIME

In meking a determination of the wage structure necessary to cover
the many classifications of personnel required on the Project, numerous
factors had to be considered. To be in position in a competitive labor
market to recruit sufficient personnel for the Project's requirements
made it imperative that a wage structure be established to meet all con=
tingencies,

The original wage schedules were established and approved by the
AEC following an extensive review of wage rates existing throughout the
Pacific Ocean Area and California, In analyzing various wage schedules,
every benefit set forth was considered, including the hourly rates, the
scheduled work week, vacation provision, sick leave provision, etc,

A review of existing wage schedules revealed many standard provi-
sions as well as specific provisions to provide for the many ramifica-
tions of specific projects. A number of the wage schedules examined
provided for the payment of accrued vacation leave; others provided for
the payment of an incentive bonus, and still others provided various
benefits including free subsistence, insurance, wage differential, etc,
Projects in the Pacific Ocean Area operating under jurisdiction of Western
Ocean Division were permitted to grant ten per cent "incentive" increase
to employees who had completed one year of service,

In setting up a wage structure, full consideration had to be, and
was given the many provisions of other wage structures and the competi-
tion faced in the recruitment of adequate manpower, In promulgating the
overseas wage schedules H & N made every effort to adopt wage rates con-
sidered the minimum that would permit H & N to meet Jobsite personnel
requirements,

The wage schedules as adopted and approved by AEC in 1949 represented
a compromise between the Los Angeles American Federation of Labor wage
schedules and those prevalent in the Pacific Ocean Area, The hourly
rates established were comparable to those approved by the Joint Army-
Navy Wage Board but were approximately forty cents per hour below the
rates recognized by the Los Angeles A F of L and also were lower than
the rates established for projects in Greece, Arabia and Alaska.

It was recognized that some benefit provision would have to be
provided in lieu of accrued vacations, free subsistence, etc., as an
incentive for contract completion at the isolated location of the Project.
It was finally agreed that the payment of an incentive bonus for con-
tract completion was the type of provision that would at least match
the various benefits offered on other overseas construction jobs when
taken together with the $10,50 weekly subsistence charge, On this basis,
a completion of contract bonus providing for the payment of an ad-
ditional sum of $25.00 per week for manual employees and a sum equal to
20 per cent of the gross base salary or $25.00 per week, whichever was
the greater, to nonmanual employees was incorporated in the approved
wage schedules.
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The hourly rates established, based on a forty hour work week re-
turned to H & N overseas employees a gross pay check that was $16,00
less than the wages being paid to employees under Los Angeles A F of L
rates, Furthermore, under the terms of the employment agreement, a
weekly deduction for subsistence and’a weekly deduction to cover return
travel expense of defaulting employees, reduced net "take-home" pay to
the point at which recruiting of high calibre personnel became a rather
serious problem, However, by establishing a basic work week of more
than 40 hours and including the incentive weekly bonus, a competitive
total net pay was achieved for an employee who satisfactorily completed
his contract.

In order to ascertain that the interests of all government agencies
participating in construction projects in the Pacific Area were pro-
tected, a meeting of representatives of the Army, Navy, AEC, and H & N
was held on July 15, 1949. The subject of discussion was the compari-
son of the provisions of the H & N wage schedule with similar provisions
approved by the Joint Army-Navy Wage Board for work in the Pacific area,
The results of this meeting were broadly expressed in a letter written
by the Chief of the Industrial Relations Branch, AEC, (Reference PR 120)
on July 26, 1949, in which it was said, "We had some discussions as to
the wages to be paid, on completion of contract bonus and other arrange-
ments, and I would say that our general conclusion was to the effect
that we had offered certain advantages on the Holmes & Narver contract
although on the whole the advantages proffered by each of us seemed to
be counterbalanced by other advantages and disadvantages so that the
net result was that our working conditions, our pay schedule, etc.,
were not at odds with those of Army or Navy overseas contractors."

Repercussims of the difference in provisions between the H & N
type of overseas employment agreement and the type used by Army and
Navy contractors in the Pacific Area came to light in January of 1951,
However, reference to the above noted meeting of the interested parties
held in July of 1949 clarified the situation.

At the time the original wage schedules were approved it was esti-
mated that the maximum manpower requirements for overseas employment
would not exceed 600, At the peak of employment in January 1951, the
number of employees at the Jobsite was three times the original estimate,
To meet Jobsite requirements and to properly classify employees, new
job classifications had to be secured and new wage rates had to be
established for all new classifications. Inequities existing in orig-
inal wage rates were adjusted from time to time in order that all rates
reflected the proper differential between the various classifications,
All such additions, deletions, and modifications of original wage rates
as approved in an original "Appendix A - Contract AT-(29-1)-507" were
accomplished by the submission of Reimbursement Requests to the AEC at
Los Alamos, New Mexico, and securing prior approval of all revisions,
in the form of Reimbursement Authorizations.

During the early part of 1950, it became apparent that existing
approved wage schedules, because of unfavorable wage differentials,
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represented an increasingly serious handicap in the procurement of quali-
fied men for employment at the Jobsite. Wage rates, as recognized by
the Los Angeles Building and Construction Trades Council, had been re-
vised upwards several times since the establishment of H & N schedules
for this Project. On August 4, 1950, a request was made (Letter HN-5408)
for an immediate review of wage schedules to bring them into line with
the rates existing in the Los Angeles area., During the next two months,
a number of conferences were held to discuss the possible solution but
no definite decision was reached, However, on November 14, 1950, re-
vised wage schedules were presented to the AEC for consideration and by
letter (SD 6453) received on December 18, 1950, notification of their
approval was received, On January 22, 1951, a Reimbursement Authoriza-
tion was received reflecting approval of the revised wage schedules and
setting the effective date of the revision as January 29, 1951,

The revised wage schedules provided in the main an hourly rate in-
creased by $.48 per hour for manual employees and a reduction in the -
contract completion bonus from $25.00 to $10.00 per week, As an incen-
tive for manual employees to renew their contracts, an additional bonus
of $10.00 per week was provided for completion of renewal agreements,

Basic considerations of the economies to be realized by such action
prompted the provision for the payment of a contract renewal bonus,
These economies were inherent in the fact that a personal security clear-
ance had been obtained for the employee, the employee had proved his
ability to adjust himself to Jobsite living conditions, and the employee
had also proved himself qualified for the work that he was doing, With
respect to nonmanual overseas employees, the revised wage schedules pro-
vided for time and one-half overtime for specified categories, and in-
creased the maximum limit of salary ranges in other catagories. This
revision was necessary in order to maintain a proper pay differential
between manual employees and supervisory personnel, who did not receive
overtime premium pay, In order to place the new wage schedules in
effect, revised employment agreements embodying the new wage provisions
were prepared.

A minimum work week of 48 hours for overseas employees was approved
at the inception-6f the Project and was incorporated into overseas em-
ployment agreements., By October of 1949, it was apparent that substan-
tial economies could be realized by the authorization of a 54 hour week
at the Jobsite, and approval was granted on October 24, 1949. The
economies were achieved in the obviating of the substantial expense in-
volved in the recruiting, security clearance, movement overseas, and
support of employees at the Jobsite. In order to minimize the capital
investment in facilities and the number of employees necessary for hous-
ing and feeding operations, it was necessary to minimize the total number
of employees at the Jobsite, Furthermore, certain operations, such as
power generation, water distillation, boat pool, and mess hall opera-
tions, could only be carried out on schedules which involved a consider-
able amount of overtime if the total number of employees at the Jobsite
was to remain a minimum,
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Other activities of an emergency nature, such as stevedoring, which
had to be done on an around-the-clock basis to meet sailing schedules
of ships calling at the Atoll, and emergency preparations to meet

unusual weather conditions, such as storms and typhoons, also required
overtime work,



CHAPTER E€.4

CLAIMS

Numerous claims and suits have been instituted by retwrning em-
ployees, These claims fall into the following categories:

1, Claims based upon allegations that discharges for cause
were unjustified,

2. Claims for bonuses in cases of voluntary termination because of
physical condition,

3, Claims for refunds of employees' travel fund,
deo Claims arising out of alleged personal injuries,

A total of 146 formal claims were entered during the period between
the inception of work and July 1, 1951. Of these, 41 were settled, 52
were rejected, and 53 are pending, Settlements involved the payment of
$6,795. The total value of all claims, including those settled, rejected,
and pending, was approximately $286,000, including $250,000 claimed as
compensation for alleged personal injuries arising out of employment
at the Jobsite, In carrying out the responsibility of handling all
personal claims arising out of employment under Contract AT-(29-1)-507,
the Personnel Department maintained close liaison with the AEC and pro-
vided a constant flow of claims information to the AEC officials con-
cerned,

One of the most prolific sources of claims was connected with re-
turn travel funds withheld to assure contract completion, By the terms
of the original employment agreement, specific weekly amounts, up to a
total of $250, were withheld from each overseas employee's wages as a
contingent fund to pay for the cost of return travel in the event of the
failure of the employee to complete his contract by reason of fault or
voluntary termination, The $250 sum established was intended to cover
the cost of commercial transportation from Honolulu to the West Coast
of the United States, and no provision was made for recoupment of the
cost of MATS transportation from Eniwetok to Honolulu, However, on
August 29, 1950, the AEC directed Holmes & Narver— to recover from de-
faulting employees the cost of transportation furnished by MATS from
Eniwetok to Honolulu, or from Eniwetok to the West Coast., The amounts
involved were $312 and $480, respectively., Under the terms of the
directive, H & N retained all moneys due to defaulting employees neces-
sary to cover the travel cost shown., Such action appeared to the de-
faulting employees involved to be in contravention to the terms of the
employment agreements which provided a $250 maximm travel fund, A
test case was brought before the Labor Commissioner of the State of
California during December 1950 and was defended at the direction

1450 1etter SD 6004, dated August 29, 1950.
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of the AEC, A decision was rendered in favor of the contesting em-
ployee and the matter was deferred to the AEC in order to obtain author-
ization to pay the claim. The entire subject was referred to the
Controller General of the United States for decision, and at present 40

claims are being held in abeyance pending final action by the Controller
General and the AEC,
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CHAPTER 8.5

PERSONNEL TRANSPORTATION

Personnel movement to and from the Jobsite was dependent to a major
extent on Government transportation facilities. Although during the
early stages of the Project, proposals were discussed concerning the use
of commercial transportation facilities to Wake Island, the feasibility
of such proposals was difficult to establish. As a consequence of the
heavy traffic burden carried by government transportation systems, the
desired flexibility in moving personnel to the Jobsite was never avail-
able, Transportation backlogs accumulated at Los Angeles, San Francisco,
and Honolulu awaiting transportation by MATS.

By May of 1950, the air transportation situation became critical and,
in order to absorb accumulated backlogs, surface vessel transportation
was utilized., This practice was followed periodically through the follow-
ing year, even though it was a source of difficulty in maintaining a high
standard of personnel relations. The facilities employed for transpor-
tation of personnel to and from the Jobsite and the extent of utilizetion
is shown in Fig. 8.5-1,
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Figure 8.5-1 Personnel Transportation to and from Jobsite
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SECTION 9

LABOR RELATIONS

In any overseas construction project, the labor relations function
involves a closer personal relationship than comparable functions in a
domestic organization. The isolation of the Jobsite, the virtual absence
of means of rapid communication, and the long contract term utilized all
tended to create anxieties on the part of employees and their families
and many other problems of a personal nature not normally encountered.
The need for a comprehensive labor relations program was apparent at the
inception of the Project and early cooperative planning between H & N
and the AEC resulted in a policy which had a material bearing on the low
labor turnover experienced.

The first steps in the program included the establishment of rea-
sonable and competitive wage schedules, the approval of morale aids, such
as day rooms, recreation centers, libraries, and theatres for Jobsite
personnel, and fringe benefits, including sick leave, insurance plans,
and the like.

During the course of the Project, continual efforts were made to
promote good working relationships bhetween employees and management.

At the Jobsite, a constructive morale aid and recreation program was
pursued, which provided church services, reading material, records,
gymnasium equipment, motion picture films, athletic equipment, fishing
and hobby equipment, and educational classes in various subjects, A
Recreation Council wae formed at the Jobsite to coordinate all phases
of the recreation program and to maximize the benefits to all personnel.
Prizes, trophies, and other awards were established; talent shows and
luaus were arranged; and many other activities were fostered through the
efforts of the Recreation Council and personnel assigned to recreation
duties. Above all, one of the greatest moral boosters was the planned
program of serving good food in an appetizing manner.

From the inception of work under this Contract through July 1, 1951,
no strikes occurred nor was there any shutdown of work on the basis of
personnel grievances, During the summer of 1950, there was a brief
threat of a walkout by a group of carpenters at the Jobsite, reflecting
similar action by West Coast carpenters at the same time. The basis of
the threat was a demand for an increase in the hourly rate of pay. The
demand was not met and the walkout failed to materialize.
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The results of labor relations activities are apparent in the
following relevant statistics:

Completed Voluntary Medical

Year Contracts Termination Termination Discharged Deceased
1949 68 11 9
1950 436 368 60 31 2
1951 1341 149 20 18
(to 7/1)

1777 585 91 58 2
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CHAPTER 10.1
GENERAL

The health and safety record established at Eniwetok Atoll during
the period between January 1949 and June 1951 is impressive, Much has
been said about reports concerning unsanitary camp conditions at various
times during this period, but the record speaks for itself, Certainly
cases existed in which sanitary and safely measures were ignored or
neglected, However, none of these cases indicated a continous course of
neglect over periods of time, and investigation always revealed that the
lapses were invariably attributable to special circumstances.

Generally, the health conditions on Parry Island and the islands to
the north were on a par with any well regulated stateside commmunity. The
incidence of the usually encountered illnesses was normal, This condition
1s not surprising when one remembers that a complete physical examination
of each overseas employee was required prior to employment and that the
record of examination was approved by LASL personnel before execution of
employment agreements, This procedure was established at the inception
of the project and, while at times it caused difficulty in mobilisatiom,
it appears to have been well worthwhile,

The single job-incurred fatality which happened during the Project
was the result of an umusual chain of circumstances, A worker on an M-
Boat coming along side a tug had two toes crushed between the deck of the
M-Boat and the strake of the tug, A tourniquet was immediately applied
to the involved leg and the man removed to the Eniwetok Island Hospital.
Upon arrival there the tourniquet was removed in preparation for surgery
by H&N and Army surgeoms. Shortly thereafter the man died. Am autopsy
performed thereafter in Honolulu revealed that crushed bone particles had,
upon removal of the tourmiquet, travelled through the blood stream causing
pulmonary and cersbral embolism,

Such a record, details of which are given hereinafter, is not a
matter of chance, It is the result of a well conceived and well executed
program which took imto account the type of persomnel employed, living
conditions, the availability of recreational facilities, insect comtrol,
and the whole host of other related factors. The necessity for dust
control, for proper sewage and trash disposal, for radiological safety
education, for the provision of recreational facilities and moral aides
and for rigid control on the dispemsing of liquor had been foreseen and
all been recognized as necessary, and were in the plans and executed.
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CHAPTER 10.2

HEALTH

Throughout the period of activities at the Proving Ground, the gen-
eral health of all personnel was good and compared favorably with normal
standards. This is not considered to be unusual in view of the requirement
that all overseas employees pass a preemployment physical exsamination
which included personal examination by a physician, complete laboratory
tests and an x-ray examination. No epidemics were encountered and the in-
cidence of intestinal ailments was consistently normal lndicating good
general sanitary control. No specific tropical diseases were prevalent;
however, it was noted that fungus conditions of the skin and feet and
other skin diseases usually found under similar climatic conditions were
comnon ailments but never reached unusual proportions. Time lost due to
such ailments was minimal and care was taken in treatment and medical
supervision to eliminate malingering, Mention should be made of the fact
that infections of any type fail to respomd to treatment as readily as
under climatic conditions usually found in the United States, and con-
siderable treatment beyond normal was required in such cases.

Initially, by agreement with the Military Establishment, medical
services were provided for H&N persomnel by garrison medical personnel;
unusual and dental cases were transported to Kwajalein or Oahu for treat-
ment, Recruitment of suitable medical persommel proved difficult by
reason of the isolated nature of the site, the pay scales offered and the
standards of campetence established as necessary. However, by July 1949
a suitable candidate was employed and after interview and indoctrination
at Los Alamos and indicated approval, was sent to the jobsite, arriving
there in August, Unfortunately this man became mentally ill and ultimately
took his own life, His successors, chosen on even more stiringent stand-
ares, undertook and carried out their duties without difficulty.

An H&N dispensary was established on Eniwetok Island on June 26, 1949
with one head nurse in attendance, On October 19, 1949 the Medical Depart-
ment moved to Parry Island and established a three-bed dispemsary. As
the population at the Jobsite increased it became mecessary to provide
medical service on all the other principal islamnds north of Japtan., At
Eniwetok Island the Army maintained a hospital adequately staffed with
physicians and surgeons, At Parry the dispensary continued to operate
until April 19, 1950, at which time a well-equipped hospital was estab-
lished, staffed by a physician and a minimm of four aidmen. The hospital
was equipped to handle X-ray, laboratory study, and diathermy and had
facilities for six bed-patients, with additiomal facilities available to
meet emergencles. The adjacent barracks, occupied as living quarters by
the aldmen could be converted into additional hospital space should the
need arise, The hospital provided 24~hour daily service with at least
three aidmen on duty during the day and ome aidman on night duty. In
July 1950 dental facilities were added to meet the increasing need for
such service,
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As the construction work progressed on the outer islands, first-aid

stations were established on Engebi on March 1, 1950, on Biijiri on

May 15, 1950, and on Runit., Navy requirements at Japtan were met through
the Army hospital., The first-aid stations were staffed by one first aid
man, with the exception of the one at Engebi, and were equipped to treat

all minor complaints and emergencies. A dispensary was established at

Engebi on December 1, 1950, with one doctor and one aidman in attendance.

The medical service on the so-called operationsl islands was maintained

until the islands were evacuated.

The following statistics show the use of the medical services pro-
vided by H & N personnel for the period from June 26, 1949 to June 1,

1951:

Average daily sick calls

Total out-patient treatments

Total hospital patients

Average hospital days per patient

Major operations performed
Immunizations completed

79

44,831

670

4
14

2,745

During the operational period, facilities were made available to

the Army Atoll Surgeon for a military dispensary adjacent to the hospi-
tal at Parry to meet the medical needs of Task Force military personmnel;
however, H & N personnel provided medical services to military personnel
on a reciprocity basis when the Army surgeon was not available.

On the

operational islands, Task Force personnel were treated at the H & N

medical stations and approximately 750 treatments were rendered.

The

Army assigned hospital corpsmen to assist the H & N staff at these is-
lends during the peak period of the operational phase.

On Eniwetok Island the Army Medical Corps rendered the following

services to H & N personnel during the period from March 17, 1950 through

June 1, 1951:

Consultations
Physical examinations
Out-patients treated

Total Cut-patient treatments

Patients hospitalized
Total hospital days

Major operations performed
Immunizations completed

122
23
216
441
19
140
10
38

The H & N medical department held sick call twice daily, morning
and evening, and while these hours were the ones most frequently used,
patients were allowed to call at any time medical service was required.
The number of patients on occasions ran abnormally high, particularly
in the early days of the Project. The ease of availability and the
lack of cost for treatment were the prime reasons for the high number
of sick calls. Many of the complaints, if Stateside, would not have

required treatment and in the main would not have been referred at such

an early date. Stringent steps against malingering soon reduced sick-

call attendance to normal.
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Man Hours Lost Time Days Frequency Severity

Year __Worked  _Injuries Logt _Rate ~ _ Rate

From Aug.l

1949 480,441 5 332 10.41 0.69

1950 3,821,720 15 6301 * 3.92 1.65

Thru May 31

1951 2,271,509 5 8 2,20 Q.14
6,573,670 25 951 3.80 1,05

#Includes 6,000 days lost - Penalty set by National Safety Council
in Case of Death of Worker.

During the project there was one fatal accident at the Jobsite and
no accidents resulting in permanent total disability or amputation of
an entire member. The improved frequency and severity date during the
peak construction period, as reflected above speaks well for the safety
program at the Jobsite. To properly evaluate the above accident ratios
the following table of camparisons is offered:

fear  Frequepcy Rate Severity Rate
Construction =
Nat'l, Safety Council 1949 19.48 2.15
AEC=Construction
Santa Fe Operations Office 1949* 19.63 4.09
1950% 11.78 1.83
(May 31) 1951* 11.02 2.98
Holmes & Narver 1949 10.41 .69
1950 3.92 1.65
1951 2.20 14

* The percentagesshown above for H & N are included in the rates
reflected for the Construction Diviaion of the Santa Fe Operations Office
and contributed to reducing these percentages.

Among unique safety problems confronted on conatruction jobs was
that encountered in comnection with the Phase I activities devoted to
decontamination of the Sandstone shot islands. Considerable discussion
among personnel of the AEC and H & N revolved around ways and means of
working the radiocactive ground around the old zero points., After de-
termining the degrees of contamination present, it was initially decided
that if the grading and filling could be done without raising a dust,
men could work in the areas for an unlimited time.
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CHAPTER 10.3

SAFETY

Initially, in our overseas activities, the functions of safety
supervision and control were carried out by personnel of the Resident
Manager's Office. However, as activities at the Atoll expanded and the
tempo of construction increased the establishment of a Safety Department
under the Project Manager was effected in mccordance with established
plans. The function of this department was to assist the Project Manager
in providing safe aml healthful working conditions and in protecting
Government or Contractor property against loss or damage as a result of
fire, accident, misuse, or abuse. A safety engineer to head the depart-
ment arrived at the Jobsite on December 23, 1949, and assumed his duties
as responsible to the Administration Manager for effective planning,
organizing, directing, coordinating, and controlling the activities of
the H & N Jobsite Safety Department. The numbers of personnel fluctuated
to meet Jobsite requirements. At peak load one Safety Engineer, one
Assistant Safety Engineer, and three Fire Chiefs were employed.

The activities of the Safety Department may be broken down into
three major categories, Accident Prevention, Fire Protection, and Camp
Sanitation, and will be discussed in that order.

ACCIDENT PREVENTION

The "™™Manual of Accident Prevention in Construction", issued by the
Associated General Contractors of America, Inc., and "Standard Safety
Requirements of the AEC, Regulations -- Safety #3" were the basic guides
used in formulating the accident prevention program. Frequent inspec-
tions of the entire Jobsite were made to detect, amd to promote appro-
priate action to eliminate conditions which might cause injury, illness,
or damage to property. Many meetings were held at which employees, both
individually and by groups, were orientated to safe working practices.
All accidents were investigated and analyzed to determine the cause,
and action was initiated to eliminate the causes and to prevent any re-
currence of the accident.

Safety education was promoted by the utilization of signs designa-
ting hazardous locations, safety bulletins, posters and directives as
required, to effect optimum results. On the first working day of each
week, a report was submitted to the Resident Manager reviewing the
Safety Department's activities for the previous week. A monthly Summary
of Accident, Occupational Disease and Fire Experience and other reports,
as required, were prepared for the Los Angeles office, to be forwarded
to the Atomic Energy Commission after the inclusion of Home Office totals.
A recapitulation of these reports for the twenty-two month period,
August 1, 1949, through May 31, 1951, shows that for a total of
6,573,670 man hours worked there were 25 occupational injuries involv-
ing lost time as follows:
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A system was conceived of sprinkling the ground by employment of a
"Rainmaker" sprinkler array while carrying ocut earth-moving operationm,
and a token quantity of this equipment was sent to the Jobsite for trial
purposes. A demonstration proved highly successful, and AEC officials
gave unqualified spproval. This method of preventing dust during the
period of grading "shot areas" was used on all shot islands with excel-
lent results, anmd latent contamination ani radioactivity levels were
reduced to well below tolerance.

During these operations, continuous surveillance was exercised by
"rad-safety monitors" for airborne radioactive particles and for redia-
tion and no hazardous practices were tolerated. Educational lectures
by rad-safety personnel to those engaged in the operation helped to
avoid unwarranted fears and to engender respect for the safety procedures
prescribed. ' As an additional precaution, all personnel entering or
working in contaminated areas were required to wear protective clothing
aml carry standard film dosimeters. A record of all exposures to radio-
activity was kept at the Los Alamos Scientific Laboratory. No exposures
beyond tolerance were recorded.

FIi CTI0

A Fire Department was organized to provide fire protection and
prevention, and was placed under the supervision of the Assistant Safety
Engineer. The department had three units of mobile apparatus —- two
1-1/2 ton Chevrolet trucks, one with a 500-gpm pump and the other pro-
viding 300-gpm pumping capacity, and one American La France 4 x 2 Ford
truck with 300-gpm pumping capacity. This equipment was located at
Parry, Engebl, and Biljiri, where the greatest fire hazard existed. All
buildings, structures, marine craft, and hazardous locations were pro-
vided with an adequate number of the appropriate type fire extinguishers.
Four jeeps, obtained from the Army, were squipped with 150 pounds of
COp2 and other fire~-fighting equipment and stationed at the various air
strips for use as crash trucks. One Fire Chief was utilized exclusively
for making fire prevention inspections, checking fire extinguishers,
etc., throughout the Jobsite. During the seventeen-month period
(Jamuary 1, 1950 through May 31, 1951) a total of forty-six fires oc-
curred with a fire loss totaling $1,473.61.

CAMP_SANITATION

In view of the importance of insect control throughout the Atoll
it is considered to be appropriate to set forward at length the steps
followed in the insect control program.

l. The daily spray of fog smoke was used at Parry Island to
control flies. This spray was discharged through the exhaust of a
specially equipped truck. "No Spray®, an oil-base insecticide contain-
ing 5 per cent DDT, was used approximately one-half the time and a
lindane insecticide solution of one part of insecticide to twenty parts
of water was used the balance of the time. The two insecticides were
used in order to avoid a build-up of insect resistance to either one.
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2. Another spray truck was used for Runit, Aomon, and Engebi,
and for an occasional operation at Japtan. At these sites, semiweekly
schedules were followed using the solutions mentioned above in con=-
nection with Parry Island.

3. During the period between July 1950 and May 1951 the entire
Atoll was sprayed from the air, employing a L-5 airplane equipped for
this purpose. An oil=-base insecticide containing 15 per cent DDT was
ugsed. This type of spraying was carried on on calm days with the air-
plane operating at an altitude between 75 and 100 feet,

4. The interiors of all mess halls were sprayed with a "D Part"
vaporizing spray which contains no ingredient harmful to humans. Mess
halls were sprayed a minimum of once weekly with pressure-type hand
sprayers, '

5. The ground around all buildings and tents was sprayed monthly
with an insecticide solution of "L & C" spray to control ants amd
earwigs.

6. The interior of all tents and barracks at all camp locations
were sprayed with both "L & C" spray and "D Part" spray on an average
of once every two months.

7. All garbage racks were screened. All garbage cans were steam-

cleaned and scrubbed after being emptied. All garbage was dumped at
sea daily.

8. Beaches were inspected periodically and materials which would
provide incubation breeding spots for flies were removed.

9. All latrines were screened and sprayed regularly.

10. During the roll-up period, all marine life washed up on the
beaches after the detonations was removed and dumped at sea.
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CHAPTER 11l.1

GENERAL

After the issuance of the Letter-of-Intent on September 16, 1548,
and immediately after a week of conferences between personnel of the
Atomic Energy Commission and of Holmes & Narver on the scope and nature
of the projected work, the Chief Fiscal Officer of H & N proceeded to
los Alamos to confer with the AEC Director of Finance and others about
Documentary Audit Requirements, Accounting Procedures, Fiscal Records,
Funds, and other fiscal problems, pending the execution of the Definitive
Contract.

As a result of this meeting of September 25, 1948, together with
subsequent conferences and the exchange of correspondence, forms, etc.,
a very satisfactory understanding and agreement was reached for the ade-
quate and timely processing of all fiscal records prescribed by the Com-
migsion., This agreement, in turm, permitted the Contractor to set up ap-
propriate standard procedures, basic accounting records, and books in a
satisfactory manner and avallsble at any time for audit by the Commisgion's
auditors.

In addition to the customary Documentary Audit Requirements, Books
of Account and Record, and basic supporting data for voucher assemblies,
such as Payrolls, Purchase Orders, Invoices, Receiving Reports, Travel
Records, Per Diem Records, Fmployment Records, Property Records, Cost
Records, Certifications, etc., a number of special matters were discussed
and agreed upon.

Among such matters was the advisability of introducing a mechanical
tabulating system of accounting control for the fiscal operations under
this contract. After a Joint review by the Commission's fiscal repre-
sentatives and those of the Contractor's staff, it was decided to defer
introduction of the mechanical tabulating system because: (1) The Pro-
Ject, as contemplated early in 1949, was to be of comparative short du-
ration; (2) The total overseas force was them estimated as not likely to
exceed ‘a maximum of 600 for a limited peak period; (3) The tabulating
equipment was not available for immediate delivery. Hence, decision was
made to operate fiscal accounts and records under the manual system, with
semimechanical payroll, addressograph, and other office reproductioa
equipment.

As time progressed, particularly during the latter part of 1949 and
early 1950, the scope of the work under this contract was greatly expand-
ed. The overseas force was increased to an estimated 900, them to 1400,
and finally to 1800 workers at the Jobsite as a peak force to meet en-
glneering-construction, operation, maintenance and support requirements.

Conslderation was again given to the introduction of mechanical tabu-

lating equipment, but the idea was abandoned because of the potential
hazards of changing 2 trained major accounting operation in the midst of

11-1



peak-load production schedules involving both persommel and procurement
disbursements, as well as timely periodic financial reports, statements,
tax returns, accountability reports, etc. However, for greater economy
and efficiency, a mechanical tabulating system supplied by the IBM Ser-
vice Bureau was employed in processing the voluminmous payroll tax returns.

The decision not to use a mechanical tabulating system way well be
deemed to be Justified by the facts that all employees, or their family
allottees, received theilr pay checks on schedule every week throughout
the history of the Project; that all vendors' invoices were discounted
and promptly pald, except for a few disputed cases; and that all finan-
cial statements and reports required by the Commission, by other author-
ized agencies, and by Holmes & Narver, Inc., wvere invariably ilssued on
schedule each month, despite various changes or revisions required by the
greatly augmented scope of the work. Such a recordé of production and
services involved in & most umusual and complicated project, speaks for
itself, in spite of the accepted superior value of hindsight.

As a result of the preliminary conferences desaling with the Docu-
mentary Audit Requirements of the Commission, and as a result of the
study and development of appropriate fiscal procedures and methods of
control, the Contractor and the Commission were well prepared to formulate
and Jointly agree upon the permanent fiscal provisions of the Definitive
Contract, which was negotiated and processed auring the period from Janu-
ary to May 1949.

The special fiscal requirements and respomsibilities under the terms
of this A-E~C-M Contract are summarized as follows:

The A-E-C-M shall organize offices at the site of work overseas,
for construction, maintenance, operation, and special services
and shall organize iis central office for the engineering and
design work, together with procurement, purchasing, expediting,
and other services required. (Art. II - 1)

In addition to the Fixed Fee, reimbursement to the A-E-C-N shall
include actual expenditures in performance of the work under the
contract, including salaries, transportation, travel, materials,
supplies, equipment and freight, storage and cartage thereon; all
subcontracts or services; Pederal Social Security, applicable
state or loeal taxes; insurance, losses, rentals, permits, 1i-
censes, claims, counsel fees, office space and facilities, Homse
Office overhead allocation; and other charges as approved or
ratified by the Commission. (Art. Vv - 1)

Payments to the A-E-C-N shall be made from funds advanced by the
Commission, based on audit not less often than once esach three
month period. (Art. vI)

The A-E-C-M shall keep Records and Books of Account at a place
mutually sgreesble, showing the actusl cost of all items of labor,
materlials, equipment, supplies, services, and other expenditures
for which reimbursement is authorized under the proviasions of the
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contract. The system of accounting and internal auditing pro-
cedure set up and maintained shall be satisractory to the Com-
mission. Such books, records, and supporting data are the pro-
perty of the Commission and shall be delivered to the Commission
upon the completion or termination of the contract. (Art. VIII)

The A-E-C-M shall make such fiscal reports to the Commission,
and in the form prescribed, as may be required from time to
time. (Art. VIII)

In order to observe the fiscal requirements and responsibilities set
forth in these provisions of the A-E-C-M Contract, and in order to render
appropriate fiscal services to the Commisgsion, to the Contractor, to vendors,
and to a large force of workers, both overseas and on-continent, the Fis-
cal Division was required to solve many problems pecullar to this Project.

For exemple, owing to the time and distance factors between two widely
separated operating locations, it became necessary to establish and co-
ordinate the functions and services of two fiscal divisioms. The Job-
site Fiscal Office was set up to originate, administer, and process the
basic financial documents and records for timekeeping, payroll, costs,
inventories, requisitions, revolving fund accounts, and cashiering. These
basic documents and reports were then either communicated or forwarded to
the On-Continent Fiscal Office audit, permanent recording in the Books of
Account and Record, procesaing for payment, and reimbursement from the
Contract Advance Fund Account.

To make possible prompt weekly payment of wages and salaries for a
large overseas payroll, the regular work schedule was teletyped each week
to the On-Continent Fiscal O0ffice for payroll preparation in accordance
with the Employment Agreements, and for malling of pay checks to the
families or allottees of the overseas employees. This teletype report
was followed by an airmail report and time record of overtime worked each
week, to be similarly processed for payment to the allottees, on & cur-
rent schedule.

In the interests of maintaining goed will and morale, these and other
related fiscal policies, such as the provision of advance funds for sub-
sistence while in travel status and the provision of cash token payments
at the Jobsite for personal requirements, were established on a current
ready-to-serve basis to employees at, or en route to and from, the Jobsite.

Problems or requirements in the format of statements, reports, ana-
lyses, procedures, methods, adjustments or recommendations, etc., have,
at all times, been consistently resolved between the Commission and the
A-E-C-M fiscal representatives, always on a high plame of coerdination
and constructive cooperation.

During the initial stage of the work under the Letter-of-Intent con-
tract and before the execution of the Definitive Contract, a problem of
financing the Project arose. Owing to the delay in processing the nec-
essary documents for the authorization of Contract funds, the progress
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of the work was delayed. This delay affected procurement of materials
and personnel and set back the Project work schedules for a corresponding
period.

In the advance planning of functional operations and basic records,
the H & N Fiscal Division endeavored to give full consideration to the
complexities of record and report requirements peculier to Cost-Plus-
Fixed-Fee Contracts with govermment agencies, particularly in overseas-
on-continent operation. Gulded by extensive past experience, it was an-
ticipated that many complicated problems would be encountered in efforts
to comply not only with the fiscal requirements of the AEC but with those
of the numerous governmental agencles associated with the Commission in
a "Joint-venture” arrangement on this Project. As an Integrated Contractor
of the AEC, it was the desire of Holmes & Narver to function effectively
as a member of the team engaged in this important phase of the work. To
this end, the constant efforts of the entire fiscal staff were always di-
rected, and to this end the splendid cooperative efforts of govermmental
fiscal sgencies were similarly directed.
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CHAPTER 11.2
FISCAL ORGANIZATION

Under date of April 6, 1949, the Chief Fiscal Officer of H & N ad-
dressed a commmication to the Chief Project Auditor for the AEC, out-
lining in considerable detail the basic fiscal organizational planning,
both on-continent and overseas. Attached was a proJjected organization
chart reflecting the anticipated numerical requirements by classification
at both locations. (See Chart, Figure 11.2-1.) This chart reflected a
total of 45 fiscal employees, excluding the Chief Fiscal Officer. Full
use was made of the only guide available in projecting fiscal personnel
requirements--specifically, the then-known and contemplated scope of
work and estimated total personnel requirements, material requirements,
and related service requirements.

In October 19549, the Chief Fiscal Officer required that a survey be
made of the fiscal organization and work load for the Contract. This
survey was performed on an independent basis by an auditor attached to
the Corporate Office of the Chief Fiscal Officer and not connected with
project fiscal organization. By this time two island locations had been
added to the original scope of work as reflected by Contract Appendix "D".
Ehe Project fiscal personnel strength at the time of the survey totaled

5.

In January 1951, the Project fiscal organization reached its peak
strength - a total of 89 employees. (See Figures 11.2-2 and 11.2-3.) It
should be noted that this peak strength is almost exactly double the esti-
mated fiscal personnel requirements as originally projected; whereas, due
to the greatly increased scope of work, the total Contract costs approxi-
mated two and one-half times the estimated cost of the original scope of
work under the Contract, and overseas employees at the peak almost tripled
the number of originally estimated employees at Jobsite.

The Chief Fiscal Officer of the Contractor 1is solely responsible for
all receipts and bank deposits in behalf of this contract and retains the
authority for signing all disbursement checks. He also retains the author-
ity of approving all basic payroll documents, including changes of status
and rates of pay, in accordance with authorized schedules approved by the
AEC; and he retains ultimate authority for direction in all major fiscal
policies, exceptions to established procedures, and fiscal relationships
with the AEC and with other agencies concerned.

Subordinate to the Chief Fiscal Officer is the Controller, who is
in charge of all fiscal personnel and operations for this Contract. He
is responsible for the processing and auditing of records and payments
for all commitments, based upon established procedures and upon documents
originating in the several production and operastion departments of this
Project.

Originally, Jobsite fiscal operations were performed by a subordi-
nate of the Controller; but when the fiscal operations became greater
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and more complex as a result of the expansion of the Project, a separate
Controller was appointed to head the Jobsite Fiscal Office. He was made
subordinate to the Project Manager at Jobsite, but acted in conformity
with standsrd operating procedures and basic fiscal policies established
and approved by the Chief Fiscal Officer, and issued through the Control-~
ler at the Home Office.

ON-CONTINENT FISCAL ORGANIZATION

The On-Continent Controller, aided by an Assistant Controller, is
assigned duties which include the supervision of the fiscal office, files,
and secretaries as well as the supervision of the six Fiscal Sections:
Internal Andit, General Accounting, Property Accounting, Payroll, Ac-
counts Paysble, and Cost Accounting. (See Chart, Figure 11.2-k.)

Through these sections, the On-Continent Fiscal Office audits, re-
cords, and processes for disbursement or entry, and for reimbursement,
all purchases or charges of material, supplies, equipment, and services.
This office also processes all labor payrolls, taxes, petty cash, travel,
per diem, transportation, and other authorized expenses for recording on
the permanent Books of Account and Record and for the compiling of state-
ments and reports required by the Commission or by the Contractor.

JUBSITE FISCAL ORGANIZATION

The Jobsite Controller, aided by a Chief Auditor, is assigned duties
which include the supervision of office personnel as well as supervision
of the five Jobsite Fiscal Sections: Timekeeping and Cost Distribution,
Cashiering, Personnel Facilities Accounting, Property Accounting, and
Cost Accounting. (See Chart, Figure 11.2-5,)

Through these sections, the Jobsite Fiscal Office prepares and sudits,
in accordance with standard procedures, all basic timekeeping and cost
distribution data, material issues, token payments, travel advances,
cashlering records, inventory records, and other fiscal documents for
transmittal to the On-Continent Fiscal Office.
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CHAPTER 11.3

METHODS AND PROCEDURES

In conformance with the terms and conditions of the Contract, as

set forth in Chapter 11.l; in accordance with requirements and directives
of the Commission's Director of Finance; and through audit-procedure re-
views and consultations with the Commission’s Local Auditor and General
Accounting Office Field Auditors, the Contractor's fiscal officials have
compiled and issued various and necessary Controller's Bulletins for the
guldance of operating departments. These methods, procedures, and pro-
cesses, together with sample exhibits of forms, reports, and statements,
are reviewed and described in the following subsections:

PROCUREMENT AUDIT

The Fiscal Division audit of procurement documents (Purchase Orders,
Abstracts of Bids, Requisitions, pertinent correspondence, quotetions,
etc.) was initially performed on a selective post audit basis under which
spproximately 10 per cent of all Purchase Orders issued were audited.

This selective post audit was considered adequate in view of the abilities
and qualificaticons of the top-level procurement personnel, and in view
of the established Procurement Procedure.

It became apparent to H & N that selective audit was not adequate
because of the customary and natural inclination of buyers to expedite
procurement and delivery while neglecting compliance with govermmental
reimbursement documentation requirements. In March 1950, during a re-
view of procurement practices with AEC personnel, 1t was agreed that
more stringent measures were necessary to insure compliance with the
established Procurement Procedure.

As a result, immediate steps were taken to organize and staff a
Procurement Audit Unit, under the general supervision of the Chief In-
ternal Auditor, reporting directly to the Office of the Controller. This
unit imnediately assumed respomsibility for the pre-audit and for audit
approval of all currently issued Purchase Orders, in order to verify ade-
quacy of the documents with respect to:

l. Basgis of award.

2. Approval by proper authority. (For exsmple, orders in the
amount of $50,000.00, or more, required prior approval by of-
ficially designated representatives of the AEC.)

3. Propriety of items purchased, for use in performance of the work
under the Contract, and for reimbursement from govermment funds.

4. Conformance of items specified on Purchase Order to specifications
reflected by the Requisition. (In numerous instances it was nec-
essary 1o obtain confirmation from engineering, or other tech-
nical personnel.)
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5. Quantity requirements, as reflected by the Requisition.

6. Propriety of terms, FOB point, and dslivery schedule, as re-
flected by vendor's quotation.

7. Propriety of method of shipment, and/or special imspection fees
authorized by the Purchase Order.

As soon as it was possible to staff the unit with an adequate mum-
ber of qualified workers, a 100 per cent post saudit wvas made, in confor-
mance with the above outlined procedure, on the 4,651 Purchase Orders is-
sued prior to the inauguration of the pre-audit procedure. This phase
of the assignment was completed in October 1950. The special Procurement
Andit Unit was then disbanded, and the personnsl transferred to other Di-
visions, or reassinged within the Fiscal Division. The pre-audit of all
Purchase Orders was continued as one of the assigned functions of the In-
ternal Andit Section, under the general supervisiom of the Chief Auditer.

As of June 30, 1951, eudit of 13,12k Purchase Orders had beea com-
pleted, including 1,406 audited revisions to Purchase Orders. The total
dollar amount of these Purchase Orders was spproximately $16,600,000.00;
an average of $1,265.00 per Purchase Order or revisioa.

ACCOUNTS PAYABLE, VENDORS

The Accounts Payable procedures developed were predicated upoa fa-
miliarity, through experience, with the customary requirements of govern-
ment agencies administering Cost-Plus-Fixed-Fee Contracts, and the re-
quirements of the General Accounting Office in the performance of its
post audit of expenditures from government funds,

Problems arising were those usually encountered im processing ven-
dor payments for materials and services under CPIT Contrascts. With the
exception of a negligible number of invoices requiring adjustment or jus-
tification on the part of the veadors, all payments were made promptly
and . no cash discounts were lost.

From September 16, 1948 June 30, 1951, 27,229 invoices, to-
taling spproximately $16,500,000,00 (after deduction of cash disceunts

in excess of $83,000.00) were precessed and paid by issuance of mere tham
14,000 checks.

WORK AUTHORIZATIONS, WORK ORDERS, AND CHANGE ORDERS

The Jobsite Fiscal Division and others concermed vith proper as-
counting, audit, and control of costs, as well as final entry on the
Books of Account and Records and preparation of financial statements
rendered to the Commission and to the Contractor's Management, make
constant use of the basic documents of work order suthority.

lnig figure includes costs of services as well as materials and
should he distinguished from the amount totaled for Purchase Orders.
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In addition to the basic Work Authorization Letters originated by
the Commission‘'s Contracting Officer the Contractor's Project Manager
issues various forms of work orders. These work orders may be described
as follows:

1. Engineering Work Orders are issued by the Jobsite Engineering
Manager to the Jobsite Construction Manager to proceed with

vork outlined, in accordance with approved plans and specifi-
cations.

2. g%e Orders are initiated at the Jobsite to cover or meet prac-
tical field conditions, to meet changed requirements, or teo
achieve economy and efficiency. All Change Orders are subject
to approval of both the Contractor‘'s Resident Manager and the
Commission’s Resideat Engineer, together with formal submittal
of Cost Estimates to the Commission’s Cemtracting Officer for
reviewv and approvel as modifications to the Contract, if nec-

essary.
3. Extraordinary Maintenance Work Orders are issued to cover un-

usual or large maintenance items which could not be anticipated
in preparation of the original Job 4 Estimate. Here, likevise,
formal estimates are submitted to the Commission for reviev and
approval. '

4. Job-No. 5 Work Orders cover requests of "Users” for Contractor's
services. These requests are approved by the Commission's Re-
Presentative at the Jobsite.

Semples showing the form of the various types of work orders are
presented as exhibits at the ead of this section.

GENERAL ACCOUNTING AND COST ACCOUNTING

The initlal Charts of Accounts and the early financial and cost
statements, reports, and records conformed to Contr!n Appendix "D" amd
to other specific, written instructioms of the ABC.- These written in-
structions were furaished in detailed clarification and confirmstion of
oral instructions given to the On-Continant Controller by representgtives
of the AEC Finance Division, at Los Alamos, on May 16 and 17, 1949,
Except for minor revisions and additional reports required by the Com-
mission in accordance with warious directives in the form of Centroller's
Releases, GM Bulletina, SPF Bulletins, and others, all fiscal records,
statements, and reports vere maintained and submitted in sccordsnce with
these instructions, through December 31, 1549,

- 73(-50 letters, May 18, 1949 (é!-’{h? and -Th8); AEC letter, undated

2Controller's Trip Report, May 18, 1949,
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It became appearent very early in the history of the contract that
because fiscal reports and statements, as prescribed by the AEC, were
nodeled after those required of AEC On-Continent Integrated Operati
Contractors, some of thew did not present an adequate factual picture of
Overseas A-E-C-M activities. Notable among these was the "Cost Report -
Projects in Progress.”

For example, the Cost Report required that all indirect costs be
distributed at the end of each calendar month. This requirement resulted
in an inequitable distortion of the costs reported for the work undesr
Phase I and in the eerly construction projects under Fhase II. Further,
by this method no mobilization costs could be distributed to subsequent
major construction projects for the various agencies, all of which bene-
fited from the mobilization program.

Therefore, im order to provide a more equitable and realistic dis-
tribution of costs for both Holmes & Narver Management and the AEC, it
became necessary to revise and supplement the Cost Statements for ready
interpretation and analysis. Onm Jamary 19, 20, and 21, 1950, vhen the
On-Continent Controller and members of his staff attended a meeting at
Los Alamos to obtain instructions about additional reporting requiremeats
required by the Joint Techmical Planning Committee (the plamning prede-
cessor of Joint Task Force Three) in Washington, the Controller empha-
sized that a seriously distorted cost picture was resulting from some
of the mandatory reporting requirements, such as distribution of all in-
direct costs, including mobilization, on a menthly basis. It was also
emphasized that this method would result in absorption of all mobilizatioa
costs by the AEC on the earlier increments of work and that construction
for the Department of Defense amd for other agencies would bear no portioa
of this major item of indirect cost.

Pending decision on this matter and in order to meet the reperting
deadline of the 10th of the subsequent month, it was necessary to sudb-
mit the "Cost Report - Projects in Progress” for the month of January
1950, on the previously prescribed basis. But discussion of this matter,
and of other related accounting amd reporting problems, was resumed in
the H & N offices in Los Angeles on February 7 and 8, 1950, with the
AEC (Los Alamos) Director of Finance, members of his staff, and repre-
sentatives of the AEC Controller, Washington, D. C. During these con-
ferences, H & N was authorized subject to subsequent official comfir-
mation from Los Alamos, te rearrange Cost Btatements and Records te paral-
lel the original estimate, as revised. H & N was also authorized to ap-
portion indirect costs to Jobs in Progress by predetermined rates, using
the original estimate ratio of indirect costs to direct costs as a basis
for the initial rates. It was alse sgreed that these predetermined rates
might be adjusted from time te time, as indicated to be necessary dy ex-
perience as to their adequacy or inasdequacy, without retrocactive appli-
cation of any rate adjustments. Also discussed wvas the treatment of
H & N field engineering services as a direct engineering expense, rather
than as an indirect congtructioa cost, as would have been the case if the
construction contract had been swarded to another contractsr. This
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matter was not settled at this meeting, but-was later corrected as a re-
sult of further discussions at los Alamos on February 27, 1950.1

Revised statemenmts through Jamusry 31, 1950, were then prepared;

and after careful review by Messrs. Bolmes and Narver, the Chief Fiscal
Officer, Budget Director, Chisf Estimater, and Controller, they were sub-
mitted to the Commission.2 They were then reviewed with the AEC Com-
tracting Officer, Contract Administrator, Deputy Director of Finance, s
representative of the Commission's Washington Contreller, and subsequent-
ly with the Deputy Manager. By letter the Atomic Energy Commission Con-~
tracting Officer approved the proposed method of presentation, with the
sddition of three items by his office.3

Subsequent “Cost Reports - Projects in Progress” have been presented
in strict conformance to the original estimate as revised and supplemented
from time to time; and Charts of Accounts and Records have similarly been
revised from time to time to comform to the items and features of these
estimates. Subsequent modificatioms were made to the Contract, also con-
forming to the arrangement of estimates.

Further illustrations of the difficulties encountered and coopera-
tively surmounted in adhering to the reporiting requiremeants of the Com-
wission's Finance Division while at the same time attempting to presemt
a realistic picture of costs in relation to estimates may be found in
the following accounts of the handling of specific problems such as field
enginsering costs, indirect costs, depreciation, and others:

During meetings at Los Alamos, February 27 through March 2, 1950,
the E & N Controller pointed out to a representative of the AEC's Washing-
ton Controller that the arrangement of reports required by Controller's
Release No. 9 resulted in distorting the reflected cost of "Enginsering
Design and Inspection” inasmuch ss items of field emgineering normally
performed by the construction comtractor were being included im this
item of cost. It was acknowledged that because Holmes & Narver was the
only AEC Integrated Architect-Eagimeer Contractor performing construction
work, the AEC standard reportiag requirements for exclusively A-E con-
tractors resulted in reflecting distorted and umtrue engineering design
costs. The AEC Contreller's represeatative advised that he was not suther-
ized to approve deviation from the standard requirements as prescribed
by CR-9, but that H & ¥ was authorized to contimme qualifying the re-
Port by means of a foetnote such as that appearing oa tho Jamary 31,
1950, Statement. That foetnote was as follows:

Overseas costs in the amount of $57,949.43 covered direct ex-
pense of Topographical and Other Surveys and Maps, Supervision,

loontroller's Trip Report, Section 1, Los Alamos Meetings February
27 and 28, 1950.

2F & N letter HN-3267, Pebruary 2k, 1950,
3ABC letter SD-5364, March 3, 1950 (HN-5898).
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Inspection and Materials Testing and indirect items such as
Progress Reports, Clerical, Blueprinting, etc.

The H & N Contraller was later advised that the information supplied by

means of the report required by Comtroller‘'s Release No., 9 was a manda-

tory requirement of the Bureau of the Budget, which had proved reluctant
to approve various revisions proposed by AEC.

At the February 17 - March 2 meetings, approval of the proposed me-
thod of allccating indirect expense to Jobs in Progress was secured, with
one exception. H & N was advised by the representative of the AEC's
Washington Controller that new ingtructions to be reflected by revised
AEC Controller’'s Release No. § classified salaries of the Personnel and
Procurement Departments as "Administrative,” to be distributed to cost
through indirect expense, rather than following direct labor and direct
materials cost in accordance with the H & N proposal, based on the origi-
nal estimate. The H & N Controller expressed extreme reluctance to con-
tinue deviating from the basis of the original estimate, inasmuch as this
practice compromised internal control of Job costs and created an un-
tenable position in the event that, as a result of being combined with
other estimate items, an estimate item over-ran the estimated cost. The
Controller was then informed that it was not mandatory that the change
be effected immediately and that the matter would be discussed further
after official issuance of the revised CR-9. It was conceded that if the
change became mandatory, it would probably be desirable to indicate by
footnote a reconciliation between H & N proposed Cost Statements and the
CR-9 Report.

During these meetings instructions were issued, effective March 1,
1950, requiring all integrated contractors to reflect equipment depre-
ciation. The Controller suggested that because of the climatic conditions
preveiling at the overseas project, normal Stateside depreclation rates
would prove inadequate. This was readily recognized, and it was recom-
mended that depreciation be computed on the basis of the anticipated life
of the equipment, or the anticipated length of the construction contract,
wvhichever was the shorter. Subsequent authorization was obtained to de-
preciate new equipment on a li-year basis and used equipment on a 2-year
basis, with provisions for necessary sdjustments at the end of the con-
struction phase by surveying off equipment no longer usseble, or repair-
able, on an economic basis. Anthorization was also given to reflect de-
preciation on comstruction equipment in the "Equipment Usage” column of
the "Cost Report - Jobs in Progress”, in conformance with the original
estimate. Approval was also granted to reflect depreciation on marine
or automotive equipment in indirect costs for proration to the Jobs in
Progress, in accordance with the approved formla.

Information was furnished by the AEC Contract Administrator to the
effect that revision of Appendix "D" of the Contract to coaform to the
original estimate was ia progress.

During the lLos Alamos conferences of January 19, 20, and 21, 1950,
it had been specifically agreed that the Construction Battalion would be
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responsible for distribution of cost of materials procured by Holmes &
Narver and delivered to the Battalion for construction on Eniwetok Is-
land, As r=flected by the Controller's report on his trip to Los Alamos,
June 25 to 27, 1950, no record of the end-usage of the construction ma-
terials delivered to the Battallon was maintained by them,

The AEC Los Alamos Director of Finance recommended distribution of
these material costs on a Bill of Material basis at the time of delivery
to the Construction Battalion, and the Contracting Officer suggested an
alternate method of making the distribution after completion of the Eni-
wetok Island construction, But the H & N Controller advised that the
latter method would result in am interim inflation of inventories by in-
clusion of materials no longer in H & N custody. The Contracting Officer
stated that either method was acceptable to his office. It was then
pointed out by the H & N Controller that charging the materials to the
Enivetok Island Jobs in Progress on a pre-use basis would result in a
non-factual relation between the material costs reflected by H & N state-
ments and the reported percentage of completion, as furnished H & N by
the Battalion. This wes acknowledged by the Contracting Officer, who
stated, however, that because this appeared to be the best solution of
the matter, the AEC could not object to the diastorted picture. He ad-
vigsed that the Commission was not interested in labor costs of the Bat-
tallon as reported by the Military to the Joint Technical Planning Com-
mittee, and that he recognized the impossibility of presenting any com-
parable costs for structures on Eniwetok Island and similar or identical
structures erected by H & N on other locations. He also stated that the
only costs of interest to ARC were actual expenditures from AEC funds.
Subsequently request was made distribute these material coata on the
basis of the original estimate.

In gddition to these major problems, there were many other com-
Plexities of General and Cost Accounting reporting peculiar to the Pro-
Ject: .

During meetings at los Alamos from July 26 through July 29, 1950, the
H & K Contrellsr expressed concern over the requested continued delay in
closing books as of June 30, 1950, because this delay interfered with
processing of internal reports for the month of July. (On August 2, 1950,
telephonic ingtructfions were received to close the books and submit the
reports on the basis of H & N records, despite the fact that the AEC re-
cords reflected a material difference in the AEC equity accounts.) Also
discussed was the methed of handling ARC billings te the Departmant of
Defense covering the construction services performed by H & N for the
Military. This was subsequently resolved by AEC, by rescinding its pre-
vious instructions to bill the Commission by processing an Interoffice
Transfer. This method would have resulted in understating contract costis;
although admittedly the result obtained by this method, insofar as AEC
books were concerned, was correct. Specifically, E & N was authorized
to continue to report these costs as currently reflected on the "Cost

LAEC letter SC-6419, December 6, 1950 (HN-10843).
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Report - Jobs in Progress", enabling AEC to bill the Departwment of De-
fense without distorting the true contract costs on H & ¥ Statements.

On April 9, 10, and 11, 1951, conferences were held in Homolulu to
formulate policies governing cut-off and close-cut of construction costs
to completed facilities to be transferred to permanent Property Records,
in conformance with the AEC Property Unit Catalog. These coaferences
vere attended by the AEC Contract Administrator, four representatives of
AEC's Los Alamos Finance Division, and the Controller of JIP-3; Holmes
& Narver was represented by both the On-Continent Controller and the Job-
site Controller. Agreements were reached in connection with fiscal pro-
blems related to the continuations of Contract Jobs 4 and 5,

The Cost Accounting records were designed to provide a cumulative
record of direct costs for the 35 Contract items, sudbdivided into 187
Contract features, on 21 island locations. Indirect costs were accumu-
lated in 7 indirect cost centers, consisting of 160 cost accounts, for
distribution to the Contract features.

The Direct Cost Accounts, required for accummlation of costs by
individual work orders, change orders, and island locations, totaled
2,316 accounts.

During the Project, it was necessary to distridute many of these
cost accounts to reflect the costs incurred in work for the 18 prime
Users and 59 sub-Users. As of May 31, 1951, the AEC requested that costs
of Job 5 Support and Roll-Up Services also be distributed by prime User
and sub-User. This requirement had previously been appliceble to comn-
struction costs only.

PROPERTY AND MATERTALS ACCOUNTABILITY

Because it was recognizred that many intricate problems would arise
in accounting for equipment and materials, by virtue of the logilstics
involved, the unavoidable delays in communications, snd the large num-
ber of agencies to be supplied from stockpiles in H & N custody; Pro-
perty and Materials Accounting Sections were organized at the Jobsite
and in the On-Continent offices. Inasmuch as the functions of property
and materials sccounting must, of necessity, be carefully syachroaized
with receiving and wvarshousing operations, the accountability precedures
were developed in conjunction with representatives of the Jobsite and
on-continent warehousing organizations. The Jobsite Receiving and Ware-
house Procedures were drafted concurrently with the Jobsite Property and
Material Accounting Procedures in order that adequate accounting controls
could be maintained at all times without hampering, or overlapping, the
functions of the warehouses.

It was necessary to provide for On-Continent Receiving Reports in
order to process vendors' invoices for payment in a timely manner, in
compliance with govermment requirements wvhereby payment of vendors' in-
voices without a corresponding Receiving Report is not permissidble. Job-
site Recelving Reports were prepared at the time of receipt of equipment
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or materials st the site. Test checks indicate that the average lapse of
time between on-continent receiving and Jobsite receiving on shipments
made by surface vessels was spproximatsly 53 days.

It was found necessary o adopt the usual accounting coatrol for
items in transit 4o overseas locations by setting up an Inventory in
Transit Account. The procedure provided that upon receipt at Jobsite
the items should be cleared from the Inventory in Transit Account by ap-
propriate charge to sither the applicable warehouse inventory account,
or the Work Order number applicable to the feature of work, to which many
items of materials were delivered diresctly from the ship or the dock.

In the latter type of transaction, *this system required ilssuance of a
swmary Stores Issue Slip (supported by a copy of the official receiving
report reflecting in detail the items involved) from Inventory in Tran-
git to the applicable Work Order mumber,

The procedures provided for Stores Issue Slips indicating end-usage
of all items transferred from warehouse stocks.

In addition %c on-continent furniture, fixtures, and equipment re-
cord cards, provision was made for ithe maintenance of stock record cards
on all materiasl items received at Jobalte; record cards on all items of
equipment, installed and non-inatalled; and records of Jobsite furniture
and fixtures.

The Jcbsite squipment record cards were duplicated at the Los Angeles
Office and reconciled monthly with the Jobsite equipment record cards by
means of a Jobsite monthly report listing additions to, and retirements
from, equipment accounte. Periodically, as determined necessary, com-
plete perpetual inventory equipment listings were originated at the Job-
site for use in the loe Angeles Office in effecting a 100 per cent re-
conciliation of the on-continent equipment reccrds with the correspond-
ing Jobsite records. Psriodically, physical inventories of Jobsite equip-
ment were taken and copies furnished the On-Continent Controller. Copies
cf the monthly listings of additions to, and retirements from, equipment
inventories; of the periodic complete listing of equipment perpetual in-
ventory; and of the periodic physicel inventories were also required by
AEC at Los Alamos. Approximately 50,000 materisl and equipment items
were recorded on stock record cards at Jobsite, and, in additiom, equip-
ment card records were maintained on more than 1,500 on-continent items.

Coples of all invoices were furnished the Jobsite Property and Ma-
terials Accounting Section for use im pricing out, and clearing frem,
the Imventory in Transit Accourt all items actually received and trans-
ferred to work in progress or to warshouse inventories. Pricing was
done on a first-in-first-out basis in order to reflect market tremds and
because of communications time lag. At the end of sach calendar month,
Jobsite prepared a summary statement of transfer from the Inventory in
Transit Account, supported by Journal vouchers indicating the offsetting
charges to other accounts; warshouse inventory accounts or end-usage
account. The Los Angeles Property and Materials Accounting Sectiom thenm
Prepared a statement of reconciliation, listing in detail the items
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included in the Inventory in Tramsit Account on the on-continent books
at the end of the applicable accounting period, and submitted this state-
ment to Jobsite for information and required action. For example, ma-
terials paid for and received on-continent were immediately charged to
the Inventory in Transit Account on the on-continent records, but might
remain on the doeks at Oakland, and/or in transit for one or more months
after payment,

When shipping aschedules were normal, these reconciling items were
normally cleared from the Jobsite Inventory in Transit Account during the
subsequent month; however, items uncleared from the account at Jobsite
for 60 days were not uncommon. Items not cleared from the Inventory in
Transit Account within 90 days were given preferred attention by both
Jobsite and On-Continent Fiscal Divisions, in order that their identity
might not be lost. In many instances - especially in connection with
items obtained from other govermment agencies - inveices, shipping docu-
ments, end related identifying documents were not furnished by the re-
spective agencies on a current basis. In some instances, copies of these
documents might be received at Jobsite with no documentation furnished
the Los Angeles Office, or vice versa, by reason of inconsisteat mailing
practices on the part of the various agencies involved.

Jobsite also furnished monthly summaries of all inventeries by clas-
sification, including the Inventory in Transit Account, reflecting total
dollar amount of each inventory category, as reflected by the Jobsite
Inventory Control Accounts. These swumaries wers reconciled with on-
continent inventory controls by the On-Continent Property and Materials
Accounting Section by addition of the amounts pald for items not re-
ceived at Jobsite as of the end of the spplicable month.

Receiving records were consistently good. Some loss and damage was
sustained on items in transit by Navy surface vessel. Ia vierv of the
fact that cargoes were loaded aboard vessels carrying cargoes for in-
stallations at Hawvaii, Johnston Island, Kwajalein, and the Orieat, these
losses in the amount of $55,322.26, through June 30, 1951, were considered
negligible. This amount constituted approximately 0.33 per ceat of items
charged to the ILaventory in Tramsit Account (imcluding items furnished
by the govermment), in the approximate total amount of $16,600,000.00.
Relief of accountability was accomplished by processing Over, Shortage,
and Damage Reports at Jobsite upon receiving or inspection of the ship-
ments. Practically all sdjustments or claims vith vendors and on-con-
tinent carriers resulting from over- and umnder-shipments or demage in
transit were accomplished by coerdinated effort on the part of the on-
continent procurement and fiscal organizations. Over, Short, and Damage
Reports were prepared by the om-continent warehousing personnel at time
of receipt of shipments. FNormally, it was considered that oa-continent
recelving reports indicating receipt of items im goed conditiom, sup-
ported by export packing records and evidence of transshipment as re-
fleeted by the shipping manifests and dills of lading, precluded the
possibility of claims against vendors or on-continent carriers. There
were, however, a negligible number of claips against vendors for defective
equipment or inadequate export packing which could not be ascertained prior
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to installation or erection at Jobgite. Without exception these claims
(including the item cost, on-continent freight, Jobsite direct labor,

and a reasonsble allowance for supervision and overhesd) ware settled in
a satisfuctory manner, adequately protecting the govermment from finan-
cial loss by reason of established negligence on the part of the vendors.

Materials and equipment sxpended at Jobsite by loss, destruction,
or normal wear and tear were clearsd from accountability records by means
of reports of survey containing full information as to the circumstances
undsr which expended. These were adequately documented and certified by
responsible Contractor personnel and authorized representatives of the
various govermment agencies, all in accordance with established formal
procedure, as approved by the AEC Chief of Supply at los Alamos. DBe-
cause many of the surveyed items of major equipment had been almoat or
entirely depreciated ocut prior to the date of survey, it was possible to
charge appreciable amounts tc the General Ledger Account, "Reserve for
Depreciation.”

Until approximately November 1549, Propsrty and Materials Account-
ing Procedures were generally adhered to in a satisfactory manner, and
the Jobsite and On-Continent Fiscal Offices were able to maintain ade-
quate accountability control. During late 1949, Jobsite Stores Issue
Procedures were abandoned or disregsrded in practically all the con-
struction materials warehouses. In a concerted effort to regain pro-
Jected construction schedules vhich were some 60 days behind by reason
of the shortage of funds in May and June of 1949, and by reason of the
inadequacy of government furnished shipping, it was erroneously con-
2luded at Jobsite that materials accountability should te sacrificed to
construction speed.

Without the knowledge of on-continent sdministrative and fiscel or-
ganizations, the Jobsite Superintendent of Warehouses was instructed by
Jobsite Management to relinquish his administration of practically all
the construction materials warehouses to the various craft superinten-
dents. This arrangement precluded any possidility of the maintenance
of asccountability controls by the Jobsite Warehouse Superintendent and
the overseas and on-continent fiscal personnel. As was t0o be expected,
the customary disinclination of construction or operating personmel to
be hindered in their work by "non-essential paper work,” resulted in a
complets breakdown in accountability records because large quantities
‘;r construction materials were used without the preparation of Stores

2sues .

Some effort was made to retain accountability by means of charging
shipments, as received, directly to the Jobs in Progress, in most in-
stances based on the end-usage indicated by the applicable Field Re-~
quisition. Ever changing priorities of the many features of work snd the
normal inclination of construction superintendents to meet their indi-
vidual construction schedules without due regard for the propriety of
their methods resulted in major diversions of materials in the field.

In many instances large quantities of materials charged directly from the
Inventory in Transit Account to specific Jobs in Progress resppeared on
subsequent physical warehouse inventcries.
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Because Jobsite personnel apparently did not attach sufficient im-
portance to Property and Material Accounting Procedures to notify on-
continent adminsitrative and fiscal authorities, and because of normal
time lag from the time of on-continent receiving until issuance from
Jobgite inventories (60 to 90 days), this violation of Fiscal Procedures
was not ascertainesble from the on-continent records until late January
1950. By this time it became evident that the monthly Summary of Stores
Issues was not being received on a current basis. It was considered
possible that Jobsite warehousing or fiscel persomnel were dilatory in
processing and recording the Stores Issues as required by the established
procedure.

In early February, the On-Continent Assistant Controller was in-
structed to proceed to Jobsite for a faw weeks to survey the situation,
as well as to review other routine fiscal matters. From his reports to
the Chief Fiscal Officer and Controller and from oral information ob-
tained by questioning returning Jobsite employees, the serlousness of
the actual situation became obvious. The Assistant Controller, on tempo-
rary duty at the Jobsite, was instructed by teletype to remain at Job-
site pending the arrival of senior mansgement officlals of the Corpor-
ation, early in March 1950, and to place himgelf at the disposal of such
officials for the length of time necessary to resolve the situation.

Conferences were held with Jobsite management, warehouse, and fiscal
personnel and the On-Continent Assistant Controller, for the purpose of
determining the extent of defection in accountability control and for the
purpose of devising remedial actioan. The Assistant Controller was as-
signed the administrative responsibility for rectifying the condition,
and Jobsite personnel were directed to assist and cooperate in every

way possible in reestablishing adequate accountability records and
controls.

Complete physical inventories were taken. However, because of the
inadequacy of warehousing space, the difficulty of ready accessibility
to materials stored in open storage areas, and the lack of erdsrly ar-
rangement of many stores items, the result of the physical inventories
taken at this time was not conclusive. These inventories were used,
however, as a basis for establishing decentralized stock record cards
at various warehouse locations; and the difference between the total
dollar amounts of the physical inventories, plus the Stores Issues pro-
cessed prior thereto, and the total dollar amount of materials receipts
to the date of the physical inventories were recorded in a suspense ac-
count "Inventory Variance Account.” '

By means of subsequent analyses performed by a special group of en-
gineers and accountants under the direction of the Jobsite Controller,
and by means of subsequent complete and accurate physical inventories,
the Inventory Variance Account was reduced to a negligible amount, and
Jobsite Materials and Equipment Receipts were satisfactorily accounted
for, and the costs properly distributed.

Shortly after the dismantling of shot island construction camps and
facilities and their return to salvage inventories, all materials and
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equipment were physically inventoried and properly stored in an orderly
manner; at that time, accountability controls and stock records reflected
a variance of approximately $2,000.00 or .0122 per cent of the approxi-
mate total charges ($16,400,000.00) to the Inventory in Transit Account.

Considerable difficulty was encountered in establishing costs of
equipment and materials delivered into E & K custody at Jobsite by the
pilitary agencies, for which they reimbursed themselves from working
funds advanced to them by the Commission. In mccordsnce with agreements
tetween the Commission and the respective military agencies involved in
these transactions, charges asgainst the AEC advanced working funds were
to be covered %y properly documented billings furnished AEC on a current
basis. The charges were in turn to be transferred to H & N by the Com-
mission by means of Inter-Office Transfers. (See sample form presented
as an exhibit at the end of this section.)

Non-conformance to this procedure on the part of the military was
consistent throughout the Construction and Test phases of the Project.
Inter-Office Transfer billings covering these transactions seldom if
ever were furnished H & N in less than 90 days; and in some instances,
billings of items transferred at costs well in excess of $100,000.00 were
not received by H & N until more than a year after delivery. Thus H& N
wvas unable to apply exact costs to Materials and Rquipment Record Cards
and was compelled to process Stores Issues indicating quantities used
only and reflecting no unit price, or dollar value. Much later, upon
receipt of the priced Inter-Office Transfers, it was necessary to com-
Plete a voluminous quantity of such unpriced Stores Issues and to prepare
cost distribution journals many months after consumption, or use, of the
items involvad.

H & N was repeatedly advised by AEC that every effort was being
made o secure the necessary documentation from the military agencies to
make possible transfer of these costs to H & N. Inasmuch as AEC was
never successful in resolving the situation, it was ultimately mtually
agreed that all items received from these military sources would be set
up on H & N accountability records at estimated prices, based on the
most recent military billings available on identical items; and that they
would be costed out on this basis at time of issuance from stock. Any
veriances resulting from the use of estimated prices were costed into a
variance account for subsequent proration to the cost features of the
work,

Agreements were reached during los Alames Meetings of Jamuary 19,
1950, whereby all other participating sgencies (excluding AEC) were to
designate Property Accountable Agents and station them at the Jobsite
to receive and maintain custody and accountability records in connection
with items acquired by or for these other agencies. This would relieve
Holmes & Narver of any responsibility or sccountability for items not
delivered into H & N custody. These agreements conformed to prior agree-
ments at Washington levels, as confirmed by “"Secret” letters from General
Gerhart, acting on behalf of "The Chairman, Joint Technical Planning
Comnittee," addressed to "The Chief of Naval Operations (Op-40)," and
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"to the Departments of the Army and Air Forces," dated 9 December, 15hk9,
requesting assigmnment of Property Accountable Officers "to Joint Task
Force Three at the earliest practicable date.”

Before the arrival at Jobsite of any of the agreed upon Property
Accountable Officers, H & N was required to transship and receive at Job-
site, a fev shipments of items procured by or for other agencies. At a
meeting in the Office of the Chief, Supply Branch, AEC, at Los Alamos on
November 29, 1950, attended by representatives of AEC, Los Alamos Scien-
tific Leboratories, and the H & N Controller's Office, clarification of
responsibility and accountability was requested in connection with ship-
ments by or for other agencies. The H & N Controller explained that
H& N vas villing to assume accountability and responsibility as required
by the AEC, but that there was grave concern over the possibility of being
called upon to account for techmical equipment and instruments acquired
by and for use of ether agencles, after the fact, as a result of the
fallure of other sgencies to render the proper accounting. An example
cited was the material cost distribution covering items used by the Con-
struction Battalion at Eniwetok. It was learned that after the Jamuary
1950 Meetings it had been determined that only one Property Accountable
Officer would be required by Joint Task Force Three, and that his ap-
pointment had been deferred for various reasons. Advice was given, how-
ever, that the Joint Task Force Three Property Accountable Officer had
been appointed, and that his operations had been estadblished in %ﬁ
tor! In the meantime, a Warrent Officer had been stationsd at O
and assigned the responsibility for receiving and transhipping technical
equipment and ingtruments furnished by and for other agemcies; and an
enlisted man had been assigned to Jobsite to assume the responsibility for
recelving, warehousing, and accountability for these shipments, pemding
the arrival of the designated Property Accountable Officer. These ac-
countability records were maintained by the Military Property Accountable
Officer, and H & N did not assume any responsibility therefor.

STATEMENTS AND REPORTS

Monthly fiscal reports originally required by AEC Finance, as pre-
scribed by letters and attachments, H & N file Nos. EN-T47; HEN-Tk8; and
HEN-T55, were:

1, Statement of Estimated Cash Requirements.

2. Statement of Cash Receipts and Disbursements. (These reports
duplicated informatiom furnished as support for 1034 Public
Vouchers used in securing advances of additional funds, in
accordance with the provisions of Contract Article YI.s

3. Balance Sheet.

k, Operating Statement.

5. BStatement of Entries to and Balance in Current Account, sup-

ported by a Reglster of Receipts and Issues by Receiving Re-
port Mumber and Shipping Memo Number.
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6. Rezonciliation of Summary Statement of Cash Receipts and Dis-
bursements with Cpsrating Statement.

T. Report of Obligations, Expenditures, and Reimbursements.
8. Cost Report - Projects in Progress.

New reports have been added to the required list from time to time.
On July 8, 1949, Bulletin GM-88 and Bureau of the Budget Circular A-30
were received. These required submission of anmual reports of costs of
maintenance and operation of AEC motor vehicles. On September 16, 1949,
AEC Controller's Release No. 9 and AEC Controller's Release No. 17 were
received. These reguired submission of a momthly report, “"Cost Report
on Changes in Plant and Equipment."” By the emd of October 1949, the
fiscal reporting requirements of all AEC Divisions had increased to a
total of 20 reports, including: the Annual Motor Vehicle Report, 3 semi-
monthly statements, and 16 monthly reports ana statements. These were
in addition to 6 internsl reports prepared for the guidance of H & N
Management in the administration of all company matters, including
govermment centracts.

At the request of the AEC Contracting Officer, the various report
requirements ¢of the AEC and H & N internal reports were reviewed by the
Chief Fiscal Officer and the Controller. Thig wr.l:-iz, reprinted at

the bsck cf *h-: 2. . lin, was furnished to the AEC Contracting Officer
under date of November 18, 1949,

Additional report requirements continued to be made. On December
6, 1949, in the AEC Controller's Office, Washington, D. C., the H& KN
Controller was given a copy of AEC Controller‘s Release No. 14, which
required submission of an addifional monthly report, "Cost and Budget
Report." The first report was furnished as of Februsry 28, 1950. At
the Los Alamos meetings of Jamuary 19, 20, and 21, 1950, instructions
were given for the preparation of a speclal report required by the Joint
Technical Planning Committee in Washington. The first report was sub-
mitted as of January 31, 1950,

Because H &% ¥ cost ledgers and accounts, as revised, were designed
to furnish cost classifications paralleling the revised estimates and
Contract features, as modified for the purpose of the Cost Report - Pro-
Jects in Progress, it was necessary each month to regroup and reclassify
practically all cost ledger accounts three times, in order to conform to
the varying requirements of the reports requested by Controller's Releases
Ne. 9 and 14, and the Joint Techmical Planning Committee.

On Pebruary 7 and 8, 1950, during discussions at the H & N Home Of-
fice among the Los Alamos AEC Director of Finance, members of his staff,
tvo representatives of the AEC Washington Controller's Office, the H & K
Chief Fiscal Officer, and the E & N Controller, a reviev was made of all
fiscal reports being furnished AEC. Analysis of the arrangement and con-
tent of the various reports revealed that some of them were of question-
able value and, from a msnagement standpoint, misleading. One of the
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representatives of the Washington Controller was delegated io spend ad-
ditional time with H & N fiscal persomnel in revising the Balance Sheet
to reflect a more realistic picture, and in formulating recommendations
for the discontimuation or comsolidation of various other reports and
schedules. The Balance Sheet was revised in accordance with the agree-
ments reached at these meetings. With the exception of mimer revisions
in the arrangement of the Statement, resulting principally from the in-
creased participation of other agencies in the operations at the Project,
no further changes in the Balance Sheet presentation have been necessary.

It was also mutually agread that aome of the reports might well be
discontinued or consolidated, with no detrimental effect on the finmancial
reporting insofar as AEC at Los Alamos and Washington was concerned.

During the H & N Controller‘'s visit to Los Alamos on March 1, 1950,
this matter was further discussed (in conjunction with the proposed re-
vised Cost Report - Projects in Progress) with the ARC Contracting Of-
ficer, the AEC Contract Administrator, the Deputy Director of Finance
at Los Alamos, and the representative of the Washington AEC Controller's
Office. As a result, authorizetion was given to discontinue all pre-
viously required financial statements, reports, and schedules, except the
following:

1. Balance Sheet (as revised on January 31 for the purpose of pre-
sentation at this conference).

2. Cost Report - Projects in Progress, to conform generally to the
revised report of January 31.

3. Report required by Controller's Release No. 9.

. Report required by Controller’s Release No. lk.

5. Report required by JTPC (JTP-3). In connection with this re-
port permission was granted to substitute "Structures" for the
sub-heading previously classified as "Buildings."

6. Monthly report of Obligations, Expenditures, and Reimbursements.

7. Monthly Statement of Contractor’s Earned Fee. This statement
actually constitutes detailed billing for earned fee and ser-
vices, as a basis for payment from AEC advance funds to the
Holmes and Narver treasury, following approval of the Con-
tracting Officer as required by the Contract.

8. Annual Motor Vehicle Report.

9. Analysis of Inter-Office Transfers.

Although this reduction materially lessened the multiple handling

of fiscal data, it vas still necessary to make three regroupings of ac-

counts for the reports required by Controller's Release No. 9 and No. lk
and for the report for JTPC.
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Nn March 2, 1950, the revised schedule of fiscal reports was re-
viewed with the AEC Deputy Manager, who commended the projected revisions,
especially the discontinmuation of the mmmerous reports and schedules,
stating that these statements would be satisfactory to the AEC Mmnager's
Office so long as they were adequate for the management requirements of
the Contracting Officer and of Management of Holmes and Narver, Inc.

In conferences at the H & N Home Office on April 4 and 5, 1950, the
AEC Dirzctor of Finance and his Chief Auditer requested resumption of the
preparation and submission of the following statements and schedules which
had been discontinued as 4 result of the Los Angeles conferences of Feb-
ruary 7 and 8, 1950, and tke Los Alamos conferences of March 1, 1950:

l. Cash Receipts and Disbursements.
2. Statement of Entries to and Balance in Current Account.

3. Reconciliation of Summary of Cash on Hand and Disbursements and
Estimated Cash Requirements.

4., Operating Statements from Inception of Contract.

5. One additional Reconciliation Schedule to be requested by letter
from the AEC Chief Auditor, indicating desired arrangement.

Following a review of the notes on the Los Angeles meetings of Feb-
ruary 7 and 8, 1950, and of the Controller‘s Report of the Los Alamos
meetings of March 1 and 2, the Chief Piscal Officer and the Controller
of H& N advigsed that H & N would continue to furnish required reports
and statements in accordance with the terms of the Contract. It was
emphasized, however, that none of the discontinued reports served any
useful purpose insofar as H & N Management was concerned, and that the
discontinuation had been officially ratified at the lLos Alamos meeting
of March 1, 1950. It was further advised that assurance had been given
by the AEC Contracting Officer and by H & N Management that the reports
being furnished in accordance with the agreements of March 1, 1950, were
adequate for management purposes.

Upon a subsequent visit of the AEC Deputy Manager to the H & N Home
Office, he was presented with the views of the Fiscal Division on the re-
instatement of these requirements. Later, in a letter, dated April 25,
1950, H & N was advised that reinstatsment of the discontimued reports
veuld not be requiredol

Other statistical reports submitted by the Fiscal Division, in ac-
cordance with Commisgion requirements, are listed below:

1. Monthly Personnel Status Report (Form SFO-58).

1ARC letter, April 25, 1950 (EN-7357).
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2. Quarterly Personnel Status Report (Form 8F-135).
3. Monthly Report of Contractor Exployment,

4, Monthly Report of Change in Vehicle Levels.

5. Quarterly Report of Motor Vehicle Operation.

The following internal statements and reports were prepared by the
On-Continent Fiscal Division for the guidance of Holmes & Narver Manage-
ment and Fiscal Administrators:

l, Daily Summary of Reimbursible Expense and Cash Position.
2. Weekly Statement - Status of Commitments and Commitments Pald.

This latter report was developed during the early days of the Project
(May 1549) to supply E & N Management and Fiscal Administrators with cur-
rent, basic financial information essential to sound Contract financial
administration; and to insure at all times adherence to the provisions
of Contract Article VI governing the obligation and advancing of Contract
funds by the Ateomie Energy Commission.

Close surveillance of Comntract financial position was effected by
careful review of this Weekly Commitment Report, which proved to be an
extremely useful and informative tool of Management throughout the pro-
Ject, serving as a basis for notifications to the AEC when commitments
exceeded 85 per cent of the total funds obligated, as required by Con-
tract Article VI. (By Contract Modification No. 20, dated Jamuary 2k,
1951, this percentage was subsequently increased to 95 per cent of the
total amount obligated.) The report also served as basis for requesting
monthly advances of funds to insure adequate funds on hand at all times
to pay current invoices and payrolls.

In March 1951, the Controller of the Joint Task Force and the Atomic
Energy Commission Director of Finance at los Alamos requested that copies
of this theretofore exclusively intermal report be furnished them.

PAYROLL AND TIMEXEEPING

The payrolls for all employees were prepared and paid by the los
Angeles Fiscal Division on a weekly basis, in accordance with Job clas-
sifications and rates, as contained im the Contract. Overseas employees
worked under terms of signed Employment Agreements wvhich guaranteed 48
hours work per week, and which provided for a Contract Completion Bonus.

The on-continent payroll, supported by employees' time cards, was
prepared immediately following the close of the weekly pay period and
checks were delivered within two days. The overseas payroll was com-
pleted and checks were mailed within five days after the close of the
weekly payroll period. To accomplish this, the On-Continent Fiscal Di-
vision prepared overseas payrolls and checks on a current basis for the
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normal regularly scheduled work week, except for employees working fewer
hours, as shown by a weekly teletype from Jobsite. Overtime was paid on
the second successive payroll after receipt of the time cards from Jobsite.

The mamual payroll system originally used was altered to meel changing
requirements brought about by the increase in mmmber of Jobsite employed
from 500 to 600 as originally planned to mors than 18500, The Todd Pro-
tectograph Payroll System and Addressograph were used eifectively to com-
plete 31l payrolls on schedule during the entire Project. This record
soentributed greatly tc high morale of personnel at Jobsite and relatives
at home.

In addition to the mormal payroll deductions and records, special
dsductions were made for Returm Travel Fund, Subsistences and Quarters,
Token Payments, etc. Net payroll earnings, lass token cash payments,
were sent by check to designated allotiees.

During the early days of the project, currency for payment of pay-
roll token raymerts was cbtained by an arrangement whersby tire pillots
of shuttle planes betwssn Kwajalein and Eniwetok delivered checks drawva
on the Jobsite Revolving Fund Account to the custodian of the Commission-
ed Officers’ Mess at Kvajalein and hand-carried the equivalent in curren-
cy on their next flight to the Jobsite. The shuttle flight schedules wvere
not maintained with regularity, and upon two occasions it was necessary
for Jobsite staff members to supplement the Jobsite petty cash from their
personal funds in order to effect the token payment.

In early July 1949, the Jobsite Petty Cash Fund was augmented by
shipment of currency from Los Angeles by registered mail. By mid-Angust,
requirements had increased so that they exceeded the cash resources avail-
able from the Kwajalein Officer, Mess and from Jobsite facilities. At
this time, regular weekly transmittals of currency by registered mail
from Los Angeles were begun. Substantial quantities of coins were hand-
carried to Jovsite for change funds in commissaries and other facilities.

During a visit of the On-Continent Controller to Jobsite, in May
1950, arrangements were made with the Military Pinance Officer at Eai-
wetok to cash Revolving Fund Checks in smounts sufficient for Jobsite
petty cash requirements, effective June 1, 1950, at which time the regu-
lar weekly transmittals of cash by mail were discontinued.

Timekeeping for on-continent smployees was handled in the routine
mannsr commor to most business organizations. DBecause physical control
was close, no problems of any importamce developed. Procedures ars covered
in Standard Operating Procedures of Holmes & Narver, Inc. (See exhibit
at and of +his section.)

Timekeeping for overseas employees was handled in the routine man-
ner common to most constructioa companies. The various foremen and time-
keepers filled out time sheets. These were reviewed; checks were made
with ths dispensary; routine field checks were made at varying times and

intervals. Al +time sheets were reviewed by the Jobsite Controller's
Office.
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The timekeeping for employees working in the restricted buildings
offered a problem in that timekeepers could not enter, but the log in
and out offered a check. On the whole, timekeeping was effective, and
it is clear that additional timekeepers would not have justified thelir
additional cost. On the other hand, procedural changes appeared to be
warranted. As of May 25, 1951, Jobsite timekeeping procedure was for-
mally revised, incorporating changes and improvements which had been de-

veloped through experience. Bulletins No. 281 and 282, outline these
changes. (See exhibit at end of this section.)

The payroll and timekeeping functions as of January 1951, served a
peak of k36 employees on-continemt, including part time employees, and
1,826 overseas. The total mumber of pay checks processed through June
30, 1951, was 143,118, amounting to $16,596,158.89.

ALLOTTEES PAYMENTS

Because of the isolated location of the Jobsite, with no banking
feacilities, it was not deemed practical or desirable for Holmes & Narvex
t0 pay net payroll earnings directly to the overseas employees. Con-
sequently, wvage payments made directly to employees at Jobsite were limited
to cash token disbursements, usually $5.00 or $10.00 per week, sufficient
for purchase of supplies for personal requirements. Allottees were for-
mally designated by the employees as recipieats of the balance of their
net weekly earnings in accordamnce with Section 17 of the Employment Agree-
ments. Pay checks reflecting the names of the employees were made payable
to the designated allottees, ususlly relatives or banks, and corresponding
pay check stubs were then sent to the Jobsite employees as their state-

ments of weekly earnings and deductions.

An important duty of the On-Continent Payroll Section (in addition
to making payments oh schedule) was t0 aid in maintaining Jobsite morale.
by supplying peyroll information to employees and allottees upom request.
This usually involved answering inmmerable questions, of allottees, re-
lating to pay checks. These questions, almost without exception, were
attributable to deductions of payrell sdvances to employees, failure of
employees to work the wsual mumber of evertime hours, changes of de-
signated allottees, or unreported chamges of address by allottees.

PAYROLL WITHHOLDING AND SOCIAL SECURTTY TAXES

In accordance wvith determimations of the United States Treasury De-
partment, Withholding Taxes were dedusted from the earnings of Jobsite
employees, although the site location was a Trust Territory of the United
Nations and some doubt existed as to whether or not incomes of Jobsite
persoxmel vere taxable. Any claims fer refund of taxes were initiated
independently by employees who believed they could qualify under various
sections of the Intermal Revemus Code, and no record of decisions is
availsble. A total of over $2,000,000.00 was withheld from the vages
of overseas and on-continent empleyees, prior to June 30, 1951.

Prior to Jamuary 1950, the earmiags of overseas employees wers not
subject to the provisions of the Social Security Laws, whereas those of
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the on-continent empioyees wers. Subseguent to that date, 0ld Age Bene-
£it Taxes (F.I.C.A.) were deducted from the overseas earnings under the
amended previsions of the law. The overseas earnings, however, continued
to be exempt from State Unemployment Taxes.

As of June 30, 1951, a total amount of $281,824.8h of employees’
and employer's Social Security Taxes had been paid, or accrued for pay-
ment, on overseas and on-continent employees’ earnings.

PER DIEM AND TRAVEL

Proceesing of Per Diem and Travel Expense payments was designated
as a function of a Travel Unit of the Accounts Paysble Section. Pro-
cedures were developed adhering to established company policy, as re-
flected by Appendix "A" of the Comtract. Unusual circumstances not
gpecifically covered by the provisions of Contract Appendix "A" were
regolved by application of the rules contained in the government pamph-
let "Standardized Govermment Travel Regulations.”

No problems of appreciable complexity were encountered in processing
Per Diem and Travel payments. Extreme caution in processing Per Diem
payments was necessary, however, because of the varying Fer Diem rates
at different locatione, as prescribed by Contract Appendix “A." Another
factor contributing to the difficulity of proceseing Per Diem payments
was the number of time zones (including the International Date Line) extered,
or crossed, in travel necessary in connection with the Contract. The
periodic adoption of Daylight Saving Time in only a few of the zones
further complicated the matter. These difficulties were resolved by the
simple expedient of cemwerting departure and arrival time, as reflected
by the traveler’s itinerary, te the equivalent of prevailing time at
1os ?ngeleu (1.e., Pacific Standard Time or Pacific Daylight Sewing
Time).

From September 2i, 1548, date of lssuance of Travel Order No. 1,
through June 30, 1951, payments were processed by 5,312 checks, in an
amount approximsting $600,000.00 and covering 6,285 Travel Expense State-
ments. These were exclusive of tramsportation by military and naval
surface craft and planes.

TRUSTER FOR TRAVEL FUND

In accordance with the provisions of Contract Appendix "A" and
Section 2(c) of the Ewployment Agreement executed by each overseas em-
Ployee at the time of hire, defaulting Jobsite employees were required
to assume the cost of all return tramsportation to the peint of hire and
all living and other expenses im commection therewith, frem the date of
termination. The Contract Appendix and the Employment Agreement also
provided for weekly payroll dedwctions as partial security to guarantee
compliance on the part of the employee. It was also stipulated that upon
satisfactory completion of the designated term of employment, all amounts
vithheld for this purpose automatically reverted to the employee for pay-
ment from the "Trustee for Travel Fund” Account at the time of final
termination.
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All amounts withheld as security for defaulting employees' retmrn
travel were deposited weekly to a special bank account entiteld "Holmes
& Narver, Inc., Contract No. AT-(29-1)-507, Trustee for Travel Fund Ac-
count." These deposits through Junme 30, 1951, totaled $982,007.16. The
corresponding credits were entered to the individual employee's Return
Travel Fumd Account on the records. In the evemt of default on the part
of the employee, the balance centained in his Return Travel Pund Account
was applied to the costs incurred in comnection with his returnm travel,
by drawing a check on the Trustee for Travel Fuad Account and depositing
it to the Contract Advance Fund Account.

At the inception-of the Comtract, the maximum amount of return travel
fund payroll deduction stipulated by Comtract Appendix "A" and the Em-
ployment Agreement wvas $250.00. As directed by the AEC,” this smount was
increased to $450.00, and Appendix "A" of the Contract was revised accord-
ing;z In accordance with later imstructions? the amount vas increased
to $#80.00 on on-continent hires. The latter revision was incorporated
in Revised Bmployment Agreements, execution of which was required by all
nev hires on and after October 16, 1950. The revised Employment Agree-
ments were also submitted to all Jobsite employees for execution at Job-
site, bearing an effective date of February 5, 1951. Because of the in-
clusion of provisions for increased hourly rates in the Revised Employ-
ment Agreements, most of the manual employees found the Revised Agree-
ments acceptable and executed them, thus rescinding the Imployment Agree-
ments previously signed. Inasmuch as the Revised Employment Agreements
contained essentially no additional benefits for nom-maxual employsees,
efforts to obtain their signatures were, in the main, unsuccessful.

In compliance with specific written instructions of the ARC, HA N
withheld payment of amounts due defaulting employees at time of termi-
nation, in addition to and im excess of the $250.00 maximm Return Trans-
pertation Fund prescribed by the original Employment Agreemesnts, but not
exceeding $450.00. Bubdsequently, claims were filed with the State of
California Labor Cemmissioner by some of these defaulting employees, pro-
testing withholding of wages and other amounts due them, in compliance
wvith the Client's instructions requiring collection of $450,00 retwra
travel costs instead of $250.00. The Labor Commissionsr ruled, on Feb-
ruary 1, 1951, File Ro. 63055-M, that in his opinion withholding of amounts
in excess of $250,00 from defaulting employees whose executed Employment
Agreemant specifiéd a maximum Return Travel Fund deduction of $250.00 was
not permissible, As of June 30, 1951, H & K had received a number of
communications from the Labor Commissioner pressing for information as
to the disposition of amounts withheld in excess of the $250.00 prescribed
in Employment Agreements as a maximum Return Travel Fund deduction.

1AEC letter 8D-6099, September 21, 1950 (HN-9811).
210¢ from Director of Procurement to H & N Controller, dated October

19, 1950, recording instructions received by the Director of Procurement
and the Chief Mscal Officer at a Los Alamos meeting on October 1T, 1950.
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Although contacts with the Labor Commissioner in this matter had been
closely coordinated with those of AEC Legal Counsel, who was thoroughly
familiar with the developments, this opinfion of the Labor Commissioner
was officially referred to the AEC on Pebruary 8, 1951 (HN-8034k), to-
gether with an additional letter from the Labor Commissioner, dated Feb-
ruary 5, 1951, requesting an answer in this matter. Under date of April
3, 1951, the Labor Commissioner again requested an immediate reply to his
inquiry cf February 5, 1951. This request was also referred to the AEC
by letter (HN-8643) dated April 4, 1951, On the same date the H & N
Assistant Chlef of Operations discussed the matter with the AEC Contrecting
Officer by telephone., Under date of April 6, 1951, H & N was advised by
the Contrac ving Officer that the matter was being referred to the Comp-
troller General of the United States, with a request that a decision be
rendered as to whether or mot refunds made in accordance with the opinion
of the Labor Commissioner would be reimbursible from govermment funds .1

As of May 31, 1951, no decision had been furnished as to the proper
dispoesition of claims of this nature.

FRINGE BEREFITS

In accordance with the Contracter's established policy, all employees
of the Contractor‘’s Home Office participate in Employees Fringe Benefit
paymnents. These benefits include prescribed annual allowances for vaca-
tion, sick leave, holiday pay, severance pay, supplemental compensation,
and a Group Life Insurance Plan.

To provide, in part, for these payments, the Contract, Appendix "A",
stipulates that an amount will be paid the Contractor equal to a percent-
age of the reimbursible on-continent payroll. This percentage is re-
viewed and/or adjusted with the approval of the Commission, at the begin-
ning of each calendar year. It is based on the previous calendar year's
record of experience, covering the actual amount of fringe benefits paid
in relation to the total on-continent payroll as defined in Appendix "A"
of the Contract. During the past three calendar years, the Fringe Bens-
fit percentages as approved by the Commission, have been: 1549, 13.5 per
cent; 1950, 9.18 per cent; and 1951, 11.646 per cent.

The Fringe Benefit policy is administered by the Contractor's Manage-
ment, through the office of the Chief Fiscal Officer, as Chairman of the
Salary Committee, in accordance with the established coumpany policies
as reflected in Fiscal Bulletin No. 1 and Fiscal Bulletin No. 1, Re-
visions 1 and 2. Copies of these bulletins are reproduced as an exhibit
at the end of this section.

INSURARCE

Under the terms of the Contract, reimbursement of premiums paid for
insurance and bonds could be secured only on "such bonds and insurance
policies" as had been "approved or required by the Commission.” H & N
vas advised, prior to the actual issusnce of the Definitive Contract,

1AEC letter, April 6, 1951 (HN-13776).
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that it was not the policy of the Commission to approve or require any
bond or insurance coverage on the part of its integrated¢ contractors ex-
cept Workmen's Compensation and Public Liability. H & N was also advised
that the nature of the work at the Project site would bear a security
classification precluding both the designation of Jjob classificatioms con-
forming to the Compensation Insurance Mamumls and the normal andit of pay-
rolls by the Insurance Auditors. Representatives of the Commission advised
that an established arrangement existed between the various integrated coa-
tractors of the AEC and the major casualty insurance companies, vhereby
provisional premiums were paid and at periodic intervals adjusted to actual
claims paid, plus direct costs of admimistering and processing the claims,
and plus percentage factors to cover fees.

Effective January 31, 1949, just prior to the departure of the first
contingent of employees for Jobsite, the Insurance Carriers isswed binders
serving as temporary overseas Jobsite Workmen's Compemsation and Com-
prehensive Liability policies, pending megotiation end issuance of a de-
finitive policy with endorsements as required by the ARC.

It ultimately became obvious that it wvas impractical to handle the
insurance negotiations by correspondemce between the Carrier's San Fran-
cisco Office, the AEC at los Alamos, the Chief of the AEC Ingurance Branch
in Vashington, the H & N insurance advisor, and H & X in 1Les Angeles. In
December 1949, the H & N Controller travelled to Washingtom for a comfer-
ence with representatives of the Commission and the Carrier in order to
expedite the issuance of formal policies conforming to the requirements
of all concerned. It was also necessary to obtain the comcurreace of the
Director of the Bureau of Employees' Compensatiom, Federal Security Agency,
the govermmental bureau charged with responsibility for sdministeriag claims
in accordance with the provisions of the lLongshoremea's and Harbor Worker's
Act, as amended and extended by the Defense Base Act in Public Law 787 -
T7th Congress, the goveraing statute oa compemsation imswrance coverage
for everseas projectis.

Agreements were reached satisfactory to the govermmeat agencies in-
volved;, the Insurance Carriers, and H & N Management. Early iam 1950, the
formal overseas policies were issued, dating from Jamuary 31, 1949, the
effective date of tho interim binders.

No problems were involved in securing on-contimeat ceverage vhare
the classifications of employees amd payroll statistics and records were
unclassified and could be made available to the Imsurance mditers. This
eliminated the mecessity for a cost-plus-percentage arrangemeat for om-
continent casualty coverage. Stamdard pelicies were issuwed, effective
September 17, 1948, covering both Woerkmen's Compemsation and Comprehensive
Public Liability.

Required coverage, as specified above, was contimied throughout the
1life of the project, and as of June 30, 1951, the claims ratio was, ac-
cording to the Carrier, extremely lowv for a project of this nmature, om-
continent or elsewvhere.

Although disallowed as a reimbursible item of expense by the AEC,
a Blanket Position Bond has beem maintainmed contimuously im force dmring
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operstions to date, the premiums for which were paid from corporate funds
on a non-reimbursible basis. The bond premiums were considered & Justi-
fiable corporate expense as an added precawtion sgxixat loss of govera-
ment funds (normally reimbursible under the terms of the Comtract) and im
consistent contimuation of established company policy.

REVENUE PROIXCING FACILITIES

Operation of facilities mecessary to provide adequate subaistence
aad quarters for the personnel of all agencies, coatractors, and others
(except for certain military detachments) statiomed at Jobsite vas an in-
tegral part of the scope of E & K work under terms of the Comtract. During
the early nmegotiations, representatives of the AEC indicated willingness
to furnish subsistence and quarters without charge to Jobsite personnel
and to adjust pay scales accordingly. This suggestioa did mot coanform to
established H & N policy in commectiom with other overseas projects, am,
based on the firm request by H & X, authorization wvas givea to collect
$1.50 per day both from Jobsite employees and from regular om-contineat
employees visiting Jobsite on temperary assignments. Subsequent auther-
ization was alsc given to collect the same amount frem the persemmel of
all other agemcies, coatractors, subcontractors, and ethers who were fur-
rished subsistence and quarters at facilities operated by H & N. The ex-
tent of activities imvolved may be seen from the fact that through Jume
30, 1951, meals served to jobsite persomnsl totaled 2,335,173.

The terms of the Contract also required that H & X operate other
revemus producing facilities, such as Commissaries (similar to Military
PX and Ship 8tere Opcratioui; Bars serving both beer and liquor; Snack
Bars; etc. Prices charged for items s0ld in these merchandising facilities
were based on cost, plus a very nominmal markup (e.g. im the Commissaries,
the markup ranged from approximately 10 per cent oa necessity items such
as clothing, shoes, gloves, and sundries essential to the cemferts and
welfare of the employees, to 30 er 35 per cent om so-called luxury items
commenly obtainable from Military PX's and Ship Stores im similar locations).
It vas contrary to H & ¥ peligy te merchandise strictly mon-esseatial items
and, in the main, this policy was adhered to despite the receipt of a coa-
siderasble volume of Field Requisitiens for items of a nen-essemtial mature.
This wvas accomplished by screemiag the regquisitioms wpor receipt at the
los Angeles offices. K & X employees were, however, permitted te visit
Nilitary PX installations at Emivetok Island to purchase say items avail-
able ia the PX stocks.

In accordance with the requiremeats of Article V of the Cemtract, all
revenues derived from the operatioa of these facilities were applied as
credits to the cost of the werk umder the Contract. They were depesited
monthly to the Contract Advance Fumd Account, and thus reverted te the
government .

From imception, unuswally rigid internal coatrol was exercised over
the stocks and revemue derived from these facilities. As a cemsequence,
no significant shortages or thefts occurred. Ome reported loss by
was presented to the bending company as a claim and was paid im full,

13ee d1scussion of Blanket Positiom Boad under "Insurance.”
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As of Jume 30, 1551, recorded revemmes from all these reveaus pre-
ducing facilities totaled $1,939,395.12, all ef which had beenr deposited
to the Contract Advance Fuad Acceount and applied as a credit to the cest
of the work under the Coatract.

OVERHEAD - METHOD OF PAYMENT

Under the terms of the Comtract, Article VI - Method of Paymeat,
Modification 18 thereeof, and Appeadix "C", provisiom is made for a quarterly
determination and payment of the Contractor’s allowsble Heme Office over-
head. Allowabls Home Office overhead bears ths same relatiem to total
Home Office overhead as total basic wages of this Contract, as defimed by
the Contract, bear to the total basic wages of all the Comtractor's oper-
ational activitisas.

In Part I, of Appendix "C" are set forth the following gemeral ac-
count classifications which deseribe the items of expense that make up
the Contractor's Home Office overhead, as determined by the Report of
Audit of Records ef the Contractor, prepared Wy Dewglass NoKenzie, C.P.A.,
as of December 31, 1948: '

Salaries, Accounts Receivable Writtem Off, Advertising,
Blueprints, Contributioms, Depreciation, Insurance, Le-
gal and Accounting Fees, Licemses and Permits, Member-
ships, Miscellaneous Expense, Meving and Storage, 0ffice
Cleaning and Maintenance, Office Rent, 0ffice Changes
and Installation Expenses, Office Supplies and Expenses,
Office Utilities, Outside Typing, Payroll Tmxss, Pest
Contract Audit, Promotion and Research, Repairs, Swb-
scriptions and Dues, Taxes - Personal Property, Tele-
phone and Telegraph, Travel and Entertaimment.

In Part II, of Appendix “C", the following categories of Premotioa
and General Expense classificatiens are eliminated from the Coatracter's
Home Office expemses as non-sllowable wader the terms of the Contraect:

1, Advertising (except Help Wanted)

» Comtributions and Donations
. Extra-ordinary Legal Yees
. Expenses of Litigatioa

. Accounting Fees Pertaining to Tax Returas

. Memberships

2

3

b

5

6. Licenses and Permits
7

8. Entertaimment

9

. The salaries of James T. Holmes, D. Lee Narver, and the Project
Manager and that portiom of the salaries of other corperate
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officers which is attributable to the performance of their fumctioas
as corporate efficers.

10. Interest Expense

11. Taxes on Net Income

12. Public Relations Expense

13. Excess Profit Taxes

1k, Capital Stock Taxes

15. Steck Transfer Fees and Taxes

16. Unusual and extra-ordimary expemses already applicable te the
Contractor's prior or future fiscal years except as othervise
agreed by the Contracter and the Commission.

17. Any item listed in the Miscellaneous Expemse Account shall be
excluded herefrom or imcluded herein as the Comtractor and the
Commigsion may agres.

18. Other salaries, vages and expemses of empleyees not regularly
engaged in Home Office Administration,

19. Any other expenses mot properly chargeable to Home Office—ad-
ninistration expense.

20, Of any item charged te everhead expemse, that pertiom vhich is
handled as a direct charge to operations umder this or any other
contract.

From January 1, 1549, threwgh Jume 30, 1951, the allecation eof Home
Office overhead, inclwiiag fringe bemefits, on the prescribved formmla has
been as follows:

Calendar Allewsble Non-Allowable
Year o Overhead Overhead
1949 $ 99,k82.67 $ 224,5k8.00
1950 162,1k8.54 268,679.46
1951 (6 mo.) 128,590.26 135,492.52

TOTAL $ 390,221.h7 $ 628,719.98

Thus, of the total overhead fer the period, the Comtract sbsorbed -
38 per cent amlall other Holmes & Narver, Imc., eperaticmal activities bore
62 per cent, exclusive of federal cerperation taxes. The allowable ever-
head has smounted te 1.19 per ceat of the total Centract costs.
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AUDI'T AND CONTROLS

The On-Continent Internal Amndit Section was organized in the early
days of the Project, under the direct supervisioa eof the Chief Anditor,
who reported to the On-Continent Controller. This section performed all
internal audits normal to any extensive business and financial transactions,
and in addition performed special audits and exercised comtrols designed
to protect the government from financial loss resulting from umjustifiable
and unsuthenticated charges by veandors. These controls included aunditing
of records of subcontractors performing technical services on a cost-plus
basgis.

The Internal Andit Section vas given responsibility for dstermination
that all expenditures under the Contract conformed to the reimbursement
and documentary audit requirements of the AEC amnd the General Accounting
Office. This responsibility required the auditors to have intimate know-
ledge of applicable decisioms (both current and past) of the Comptroller
General of the United States.

It is noteworthy that as of Jume 30, 1951, out of total expenditures
of $35,557,395.46, no non-reimbursibles had been sustaimed.
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CHAPTER 11.h4
FISCAL SUMMARY

The financisl statements and reports presented at the end of this
section are intended to provide an over-all factual picture of Project
costs and of the magnitude of the effort involved in maintaining the re-
quisite financisl records. Financial statistics eand amounts considered
to be of unususl significance or import have beea extracted from these
statements and reports and have been illustrated by means of graphs. (See
Flgures 11.3-1 and 11.4-2.)
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Sample Forms



Form No. 0/S 139 (Rev. 2)
HOIMES & NARVER
Incorporated
APO 187

ENGINEERING WORK ORDER

TO: CONSTRUCTION MANAGER CONTRACT NO. AT-(29-1)-507

WORK ORDER NO.

SUBJECT:

REFERENCE :

ENCLOSURES :

APPROVED BY Date

DISTRIBUTION:
P. W. Spain AEC (2) Chron File 0s (1) Cost Code:
Chief Engineer HO (1) Central File 08 (1)
Operations HO (1) ©Eng. Div. Pile 08 (1)
Construction Manager 0S (2) Fiscal 08 (3)
Service Operations 0S8 (2) Warehouse 0s (1)
Inspection 0s (2)
Chief Estimator H (1)
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Form No. 0/8 luu

Dwg. No. HOIMES & NARVER Contract No.
Order No. INCORPORATED Project No.
Type F.S. No. Job No.
Date: CHANGE ORDER Sheet No. of
Title:
Kind Detalled ‘Authority
Location of Change Description of Change | for Change

TENTATIVE COST ESTIMATE AT JOBSITE...

Reason for Change: Affects Dwg. Nos.
Proposed By: Date:
Recommended By: Date:
Approved By: Resident Manager, H & N Date:
Approved By: Resident Engineer, AEC Date:

REIMBURSEMENT AUTHORITY

Approval of the sbove change in work or services, by the undersigned, con-
stitutes reimbursement authority, covering the cost incurred in the per-
formance of the work, as revised.

Any change in the scope or character of the work necessitating adjustment
of the total estimated contractual cost, and/or an sdjustment of the Con-
tractor's fixed-fee, will be authorized subsequently, by formal modifica-
tion to the contract, in accordance with the provisions of Article XIII,
Contract AT-(29-1)-507.

Approved By: Contract Administrator Date:
Approved By: Contracting Officer Date:
Remarks: DISTRIBUTION -
A.E, C. 2 Construction Mgr. 6 Cost Code
Los Angeles 3 Service Operations 1
Engineering Div. Orig & 1 Const, Off. 1l
Figcal 3 Insp. Off. 1
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Form 0/S 277

Dwg. No. HOLMES & NARVER Contract No.
Order No. INCORPORATED Project No.
Type F.S5. No. Job No.
Date: EXTRACRDINARY MAINTENANCE Sheet No. of
Title: WORK ORDER
Kind ' Detailed Authority
Location of Change Description of Change | for Change

TENTATIVE COST ESTIMATE AT JOBSITE......

Reason for 5hange: Affects Dwg. Nos.
Proposed By: Date:
Recommended By: Date:
Approved By: Resident Manager, H & N Date:
Approved By: Resldent Engineer, AEC Date:

REIMBURSEMERT AUTHORITY

Approval of the asbove change In work or services, by the undersigned, con-
stitutes reimbursement authority, covering the cost incurred in the per-
formance of the work, as revised.

Any change in the scope or character of the work necessitating adjustment
of the total estimated contractusl cost, and/or an ad justment of the Con-
tractor's fixed-fee, will be authorized subsequently, by formal modifica-
tion to the contract, in accordance with the provisions of Article XIII,
Contract AT-(29-~1)-507.

Approved By: Contract Administrator Date:
Approved By: Contracting Officer Date:
Remarks: DISTRIBUTION
A. E. C. 2 Construction Mgr. 6 Cost Code
Los Angeles 3 Service Opersations 1
Engineering Div. Orig & 1 Const. Off. 1
Fiacal 3 Insp. Off. 1
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Form No.: 0/8 210
(Revised 1/23/51)

HOIMES & NARVER, INC.
ENGINEERS

CONTRACT NO. AT-(29-1)-507

JOB NO. 5 WORK ORDER

DATE REQUIRED: WORK ORDER NO.:

PIQRITY: DATE ISSUED:

SITE: .

USER: REQUESTED BY:

COST CODE: Group Leader
AEC APPROVAL:

DETAIL OF REQUIREMENT

DISTRIBUTION:

ACTION COPY
Engineering Division
Construction Division
Service Operations
Administration Division
Fiscal Division

0/S Chronological

H/O Operations
AFC Resident Engineer
User

A9

N N e N Nl S e Nt o St

HOLMES & NARVER, INC.

PN LN LN PN PN P PN PN —
HU W
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STATEMENT OF INTER-OFFICE TRANSFERS

For Period

Issuing Orgaenization

Preliminary Statement

Preliminary Final Statement

) 19___t° ) 19__ No.

Recelving Organization

Final Statement

Line Shipping Doc-~
No Order No. ument No..

Amount

Debit

T

Credit

[ Acctg. Class.(a) | Amount | Acctg. Class.(A) |

Remarks

fod { o | ot |t
Lu}Gia oo |o-lionkn| Ef o -

=

[l Lt
[a2Y N3]

I

TOTAL

RET TRANSACTIONS

OO (I [P0 e
FIO IN{F{Oh |

CUMULATIVE TOTAL LAST STATEMENT

25 CUMULATIVE TOTAL THIS MONTH
(a) For Receiving Organization
FOR RECEIVING OFFICE USE:

Audited By

ter ~ *o A-~~mts for Month of

FOR ISSUING OFFICE USE:

Prepared by

Approved

vate




EXHIBIT B

Analysis of Reports Furnished AEC
as of November 5, 1949
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Contract AT-(29-1)-507

Page 1 of 5 psages

ANALYSIS OF FISCAL REPORTS FURNISHED A.E.C.

AS OF NOVEMBER 5, 1949

WOULD SIMILAR REPORT BE REQUIRED
ON FOLLOWING TYPES OF PROJECTS?

Job 640

Comments

Annmual Motor Vehicle

Igsues Journal
Receipts Journal
Accounts Payable Journal

Balance Sheet

Small, Commesrcial, Other

Centralized, Field Gov't
Commercial or Branch Agencies
Yes No Yes No Yes No
=2= ie8 X0 2e8 0

X X X

X X X

X X X

X X X

This report is a mandatory requirement

of the Bureau of the Budget, (B of B Cir-
cular A-30), and all Government agencies
are required to furnish identical reports.

Bo-called journals are in effect nothing
more than "Journsl Vouchers" in use almost
universally as necessary accounting docu-
ments. All Government agencles require
some form of documentation, (ususlly call-
ed shipping documants), and some record
of transactions between agencies. These
so-called "Journals" are muach siwmpler and
more practical than those in use by other
Government agencies.

Standard F{nancial Statements in the Com-
mercial World. Other Gevermment agencies
require monthly reports titled "Status of
Allotment Reports” and various other re-
ports bearing similar nomenclatures. Sep-
arate detailed Balanes Sheet are also re-
quired by other Govermment agencies from
Contractors having cash advances.



16-1T

(Cont'd)

Contract AT-(29-1)-507

ANALYSIS OF FISCAL REPORTS FURNISHED A.E.C.

Page 2 of 5 pages

AS OF NOVEMBER 5, 1049

WOULD SIMILAR REPORT BE REQUIRED

ON FOLLOWING TYPES OF PROJECTS?

" Job 640

Small, Commercial, Other
Item Centralized, Field Gov't
No. Title Commercial or Branch Agencies Comments
Yes No Yes No Yes No

6 Analysis of Cash X X X This information is included on "Status
Receipts and Dis- of Allotment Report" by some Govern-
bursements ment Agencles.

7 Statement of Entries X X X* * Ugually incorporated in "Status of
Allotment Report" by other Ggvermment
agencies except where cash aovances are
outgtanding in which event an addition-
al report is required.

8 Register of Receipts X X X Recapitulation of Receipts Journal. Sim-
from A.E.C, or A.E.C ilar reports required by other Govern-
Integrated COntractors ment agencies covering all property

transfers.

9 Reconciliation of Cash X X X Information necessary when Contract is
on Hand and Disburse- operated from "Advance" or "Revolving"
ments with Total Advances Fund allocations.

10 ProJects in Progress X X X Accurmlation of costs by Job feature 1s

Statement (Costs by Job
Feature)

not new on A-E-Construction Cemtracts.
Buccessful Major Contractors required
similar reports for Managemenl purposes
25 years ago. Some other Govermment
sgencles, during the war years, required
a much more detailed breaskdown of costs
than 18 required by A.E.C. for the pur-
pose of this report.



(Cont'd)

2s-T1

Contract AT-(29-1)-507

Item

No. Title

11 Operating Statement -
A.E.C. Funds

12 8tatement of Egtl-
mated Cash Require-
ments

ANALYSIS OF FISCAL REPORTS FURNISHED A.E.C.

Page 3 of 5 pages

AS OF NOVEMBER 5, 1949

WOULD SIMILAR REPORT BE REQUIRED
ON FOLLOWING TYPES OF PROJECTS?

Small, Commercial, Other
Centralized, Field Gov't
Coumerclal er Branch Agencies
les To Yes No Yes No
X X X
X X X

Job 640

Comments

This is merely a statement of coats by
Genaral Clagsification, e.g. Labor, Ma-
terials, Freight, etc. Accumlation of
costs in this manner is required of all
Government sgencles operating from ap-
propriated funds in order to substan-
tiate thelr requests for Fund Appro-
priations. The Bureau of the Budget
and Congressional Appropriation Com-
mittees take a very dim view of ap-
propriatien requests not substantiated
by statlistics based on experience. For
strictly commercial enterprises annual
schedules, arranged in this mamner, are
required when submitting Imcome Tax Re-
turns. Small congtructien concerns cen-
tralized at one location frequently pre-
pare such a report annually by rearrange-
ment of their "Cost by Feature" reports,
(Reference Item No. 10 above.)

Combined with Item No. 9 sbove, this
Statement, or a similsr one, consgtitutes

‘the basis for supplementimg Operating

Advences or Revolving Funds.
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(Cont'd)

Pege 4 of 5 pages
ANALYSIS OF FISCAL REPORTS FURNISHED A.E.C, o8 > P&

AS OF NOVEMBER 5, 1949

Contract AT-(29-1)-507 WOULD SIMILAR REPORT BE REQUIRED Job 640
ON FOLIOWING TYPES OF PROJECTS?
Small, Commercial, Other
Item Centralized, Field Gov't
No. Title Commercial or Branch Agencies Comments
Yes No Yes No Yes No
13 Report of Obligations, X X X Most commercial firms would not require

Expenditures and
Reimburgements

14 BStatement of Estimated
Commitments

15 Statement of
Contractor's Fees

16 Overtime Reports

this as a separate report, but Manage-
ment of large concerns requires a daily
report of Cash and Inventory positions.
This form 18 an exact duplicate of a
form long in use by U. S. Englneers.

X X X Purnished R. E. Cole, Director of Engi-
neering and Construction; is considered
customary and necessary for information
and control purposes.

X X X Required by all Gevermment agencies
from Cest-Plus type A-E-C-M Contractors,
a8 a basis for Fee Payments. Required
by General Accounting office in every
instance where Contractor's Fee is based
on percentage of work completion,

X X X Usually, barring abuse, Commercial Con-
tractor's permit the Fleld Superintend-
ents to determine necessity for over-
time. Other Government agencies custom-
arily require reports in much greater de-
tail and prior spprovel by the Contract-
ing Officer or his authorized represent-
ative. This report is not required by
A.E.C. Finance,
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(Cont'a)

Contract AT-(29-1)-507

Item
No. Title

ANALYSIS OF FISCAL REPORTS FURNISHED A.E,.C.

Page 5 of 5 pages

AS OF NOVEMBER 5, 1949

WOULD SIMILAR REPORT BE REQUIRED
ON FOLLOWING TYPES OF PROJECTS?
Small, Commercial, Other
Centralized, Fileld Gov't
Commercial or Branch _Agencie¢

Job_6k0

Comments

17 Changes in Vehicle
levels

18 Fringe Benefit Clains

Yes o Yes No Yes Fo

X X X*

19 Bank Balance (A.E,C. Funds) X X X

(Telegram)

20 Cost Report on Changes
in Plant and Equipment

* To the best of our knowledge this re-
port is not required by other Govern-
ment sgencies. It is furnished A.E.C.
in accordance with the request of Mr.
Geo., Udell, Chief, Supply Division,
8.F.0.0,

Berves as & documentary basis for pay-
ment of this item on a percentage basis,
(in lieu of individual directly reim-
bursed ftems of this nature) eas provid-
ed by the Contract. Is also used as an
audit document by auditors of the ree
spective Contracting Govermment agencles
and Genersl Accounting Office.

-~
Information is essential, but custom-
arily is included in other regulsr
monthly reports of status of Govern-
ment advances or Commercial Field Re-
volving Funds.

Budgetary informstion customarily re-
quired in commercial, Field Operations
and contracts of other Government
agencies and is frequently combined
vith Ttems 9 end 12 sbove.
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(et

ANALYSIS OF INTERNAL FISCAL REPORTS FURNISHED H&N MANAGEMENT

Contract AT-(29-1)-507

Title

AS_OF NWOVEMBER 5, 1949

Page 1 of 2 pages

Al
i

Work Progress Report

Status of Coumitments

Daily Analysis of
Reisbursable Expenditures,
Bank Balances and Cash on
Hand

WOULD SIMILAR REPORT BE REQUIRED Job 640
ON FOLIOWING TYPES OF PROJECTS?
Small, Coumercial, Other
Centralized, Field Gov't
Commercial or Branch _Agencies Comments
Yes Fo Yes No Yes No

X X X Chart of all major work assigmments
indicating deadline dates and com-
pletion dates. A customary tool of
management to determine adequacy of
personnel and procedures and to in-
sure expaeditious processing of man-
datory work., Is regquired by some oth-
er Govermment agencies. No coples are
furnished A.E.C,

X X X Weekly summary of contractual com-
mitments for the asgistance of man-
agement in determining that Contract-
ual Budgetary limitations are not ex-
ceeded. A.E.C, and other Government
agencies usually require Budgetary and
Comuitment reports monthly and/or quar-
terly. HNo coplies are furnished A.E.C.

X X X To afford Chief Fiacal Officer and Man-

agement the dally status of all funds
on hand and also dally Receipts and Dis-
bursements for overall Fiscal control
and administration, Neo copies are furn-

ished A.E.C.
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1
(Cont*a) ANALYSIS OF INTERNAL FISCAL REPORTS FURNISHED HEN MANAGEMENT

Contract AT-(29-1)-507

AS OF NOVEMBER 5, 1949

WOULD SIMILAR REPORT BE REQUIRED
ON FOLLOWING TYPES OF PROJECTS?

Page 2 of 2 pages

Job 640

Small, Commercial, Other
Centralized, Field Gov't
Title Commercial or Branch Agencies Comments
Tes Ko Yes No Yes Ho
Balance Sheet X X X Reflects statuas of "Contract Fund" used
(Corporate Funds) in financing operation of the contract
prior to inception of the use of Govern-
ment Advance Funds at June 1, 1949, In-
formation is necessary and required by
all auccessful commercial concerns. No
copies are furnished A.E.C. '
Trial Balance X X X Purnished in lieu of "Operating State-

(Gensral Ledger)
(Corporate Funds)

ment” as all pertine: t information ap-
pears on the Trial Balance. Not s "For-
wmal" accounting statement, but a copy
of the informal liating of month-end
ledger balances prepared by all account-
ants prior to preparation of Formal "Op-
erating Control Statement” and "Balance
Sheet”. No copies are furnished A.E.C.



EXHIBIT C

Timekeeping Bulletins



T

HOIMES & NARVER, IRC.
ENGINEERS
BULLETIN NO. 281
25 May 1951
: ALl DEPARTMENT HEADS, SUPERINTENDENTS & FOREMEN

SUBJECT: REVISION TO TIMEKEEPING PROCEDURE

The following method of timekeeping shall become effective Monday, 5-28-51:

1. "Check in check out" system. The "check in check out" gystem to be

used will be the standsxd brass system normally used on large construc-
tion jobs. This applies to all employees except those whose contracts
limit their pay to the standard work week.

A,

BO

C.

A timekeeping office will be established at a central locationm on
each sgite.

The timekeepers shall have & brass check on which the employee's
payroll number is stamped.

Each day as employees report to work, they will go to the Time-
keeping Office and pick up their brass check, The timekeeper
will note the time when each employee picks up his check as the
starting time for the day.

At the end of the shift, each employee will check out at the time
office by depositing his brass check with the timekeeper. The
timekeeper will note the time that each employee has checked out
and figure the elapsed time on the time check asheet.

The time check sheet will then be checked against the foreman's
time sheets for cemtrol purposes. No time will be paid in ex-
cess of that shown om the time check sheets.

2. Overtime Authorization.

Al

B.

11-58

All overtime in excess of standard work shifts mst be approved
in advance by the Division Managers.

Each foreman mmst report his overtime requirements in advamce to
his Division Head for approval prior to the end of the mormal shift.

A list (2 copies) of employees approved for overtime by the Divi-
sion Manager must be furmished to the time office prior to 1400
each day. Approved overtime for Sundays must be submitted to the
time office prior te 1700 each Saturday.



Proposed Revision to Timekeeping Procedure (Cont'd)

3. Reporting of Time,

A.

B,

CO

The Timekeeping Department will furnish foreman time sheets daily
which list the foreman and his crew.

The foreman will £ill in the hours worked for himself and each of
his men showing the description of the work at the top of the time
sheet in order that the proper cost accounts can be shown thereon
by the Timekeeping Department.

Each foreman shall have his time sheets ready for the timekeeper
not later than 0800 of the day following the work performed.

h. Timekeeper's Checking Responsibility.

AO

B.

TDE/ci

The timekeeper will not submit time for payment in excess of that
shown on the "check in check out" sheet.

The timekeeper shall not submit overtime in excess of standard day
for payment without written prior approval of the overtime., Im
extremes emergencles, the written overtime authorization may be sub-
mitted by the Department Mansgers the following day.

The timekeeper shall make a complete field check of all employees
at least once a day verifying that each man is on the Job and that
the time is being charged to the proper account,

The timekeeper shall make frequent field audits of employees work-
ing overtime.

The timekeeper shall prepare audit work sheets of all field checks
made indicating; all irregularities discovered; adjustments made
to correct any discrepancies.

The findings of the field audits will be submitted to the Jobsite
Controller who will refer all irregularities to the Division
Managers afid the Resident Manager for any corrective action re-
quired. All audit reports will be maintained as permanent records.

NEIL. H. DURKEE
PROJECT MARAGER
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HOILMES & NARVER, INC,
ENGIREERS

BULLETIN NO. 282

25 May 1951

TO

(3]

ALL EMPLOYEES
SUBJECT: REVISED TIMEKEEPING PROCEDURE

Effective Monday, May 28, 1951, all employees, except those whose
contracts limit their pay to the standard work week, will check in
before going to work and check out after their dsy's work is
completed.

The system to be used for checking in snd out will be the standard
brass system used on large construction Jjobs.

Each employee will pick up his brass check at the Timekeeping Of-
fice each morning as he goes to work and return it each evening
at the completion of his shift. Brass checks will be stamped with -
the employee's payroll number and each employee should call for it
by number, Employee's payroll number will be shown in red pencil
in tge lower right hand cormer of check stubs for week ending

May 6.

The Timekeeping Office is located at the Northeast cornmer of the
Beer Hall and will be opem from 0530 to 2%00. Foremen who have
employees who will check in or out at other hours can make special
arrangement with the Timekeeping Office. Fmployees working split
shifts will check in and out before and after each shift,

NEIL H. DURKEER
PROJECT MANAGER

JHS/ed
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HOLMES & NARVER, INC.
ENGINEERS

March 21, 1951

SUBJECT: TIME -- PAYROLL EXPENSE DISTRIBUTION

This bulletin is issued to all department heads for their ad-
ministrative guidance in the preparation of employees' time cards,
overtime approval requests, requisitions, travel requests, etc.,
for the proper segregation and distribution to the proper accounts
and recording of costs for the different types of contracts.

The contract and job cost records are divided into three main
categories, as follows:

(1) CPFF contracts, including Contracts -507, -759, and -1107.
These contracts are for the Atomic Energy Commission, and
all work or operations performed, both direct and indirect,
are directly chargeable to the respective CPFF contract
operations. The only exceptions to this contract policy
are the prorations of administrative, utilities, rents, etc.
overhead, which is handled by the office of the Chief Fiscal
Officer.

Therefore, in every instance separate time cards, overtime
requests, requisitions, etc., must be issued and processed
as separate documents.

(2) All other Holmes & Narver Home Office private and/or
government Navy contracts, such as Inyokern and Kwajalein,
carry charges for direct production operations only. This
includes direct labor for engineering design, specifica-
tions, blueprints and transportation costa. All direct time
on such H & N private or lump sum jobs will be recorded on
a single time card for cost distribution purposes. How-
ever, travel requests and requisitions for blueprints,
specification work, etc. are issued separately as a direct
charge to the respective Jjob.

All other items of overhead for direct or ilndirect services
or supplies are chargeable to the general administrative
overhead account--Series 70. Such indirect overhead charges
in total are distributed to the various Jjobs on a direct cost
ratio basis by this office. For example, all time worked by
employees of the personnel, procurement, security, operations,
fiscal, administrative, and office service departments is
chargeable to Account Series 70O instead of directly to the
Job concerned.
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Time -- Payroll Expense Distribution -2 March 21, 1951

(3) In some instances, we negotiate a contract with the
Navy or Army on a CPFF basis. In such instances only
direct engineering production time and expenses are
chargeable to the respective CPFF Jjob. Overhead or
service ltems as described above are charged to the
administrative account Series 70, and not to the CPFF
Job, as 1s the case with AEC CPFF jobs.

It is important for all concerned to digest and thoroughly under-
stand the various types of contracts under which we operate. Careful
consideration is necessary to see that our basic financial and cost
records are adequately processed. If there is any doubt or gquestion
as to the proper distribution of various items of cost, it is request-
ed that inquiry be made to Mr. R. L. Christopher regarding Job 640; to
Mr. R. M. Chapman regarding Jobs 759 and 777; and to Mr. C. H. Thompson
regarding all lump sum contracts, whether with government or private
agencies.
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HOIMES & NARVER, INC.
ENGINEERS

March 28, 1951

SUBJECT: EMPLOYEES' WEEKLY TIME CARDS

It is requested that department heads review carefully the fol-
lowing required information when approving time cards:

1. Correct work or Job Order Number, or Account
Number, to be recorded daily at close of business.

2. ©BSignature by the employee.

3. Signature by the department head.
L. Total hours worked, or accrued, to be paid.
5. Notations of time not worked, or tardiness.

6. Signed and approved time cards must be received
by 8:30 A. M. Monday.
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EXHIBIT D

Fringe Benefit Bulletins



HOLMES AND NARVER Page 1 of 2
ENGINEERS

Contract AT-(29-1)-507

OVERTIME, HOLIDAY, VACATION AND SICK LEAVE POLICIES

Fiscal Bulletin No. 1, January 25, 1950

TO: THE STAFF

FROM: C. H. THOMPSON, CHIEF FISCAL OFFICER

The following Overtime, Holiday, Vacation and Sick Leave Policies
are effective for all On-Continent employees of Holmes & Narver:

WORK SCHEDULE AND COMPENSATION:

(a) Salaried employees' regular weekly compensation (up to and including
Chiefs of Departments) is based on a 40-hour work-week schedule. Work
in excess of 8 hours per day, or 40 hours per week is payable at
time and one-half rate (except for the Executive Staff), when au-
thorized in writing by the Management.

(b) BHourly wage employees' compensation is based on straight time rate
up to 8 hours per day or 40 hours per week with time and one-half
rate for time worked in excess of 8 hours per day or 40 hours per
week, when authorized in writing by the Management.

HOLIDAYS WITH PAY:

The following holidays are non-work days, but are paid for as work
days:

New Year's Day Labor Day
Memorial Day Thanksgiving Day
Independence Day Christmas Day

To qualify for Holiday pay, employees must be at work or receive
leave pay for the work days proceding and following the holiday.

VACATION LEAVE WITH PAY:

All employees will be credited with 5/6 of & day vacation leave per
month after each calendar month of service. The vacation year period for
the purpose of accruing vacation leave with pay, begins with the month of
May and ends with the month of April., For the first month of employment,
vacation leave will be accrued only when the employee is hired prior to
the 16th of the month, in such case 5/6th of a day of vacation leave will
be granted.
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VACATION LEAVE WITH PAY: (Continued) Page 2 of &

Accrued vacation leave with pay is granted for the purpose of teking
vacations during each year of employment. The period of taking vacations
is from May 1 thru September 30. Such anmual vacations cannot be accrued
to a succeeding year, either for extended vacation or payment in cash.

In case of termination, for any reason, accrued vacation leave to month
of termination, will be pald in any one vacation year of employment.

ACCRUED SICK LEAVE:

Each employee will be credited with 1/2 of one 8-hour day, after each
annlversary month of employment during a work year of 12 months, or a nor-
mal maximum of 6 work days per annum.

Payment of accrued sick leave will be made only in case of abgences
for sickness or accident. At the close of the anniversary year of em-
Ployment, the sick leave that has accrued, but was not used during the
Year, shall be carried forward to the following year only. Accrued sick
leave 1z not payable in whole or in part for any that is not used, nor
payable on termination of employment except in the case of sickness,

Payment for holiday, vacation and sick leave 1s charged to Account:
No. 29A Fringe Benefits. In all cases, time card records must indicate
the reason for any absences and must be approved by Department Heads.
The Payroll Department will furnish on request a1 statement showing the
status of accrued vacation leave or accrued sick leave.

Exceptions to the above leave policies may be made at the discretion
of the Management.

C. H. Thompson
Chief Fiscal Officer
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HOLMES AND NARVER Page 1 of 1
ENGINEERS

Contract AT-(20-1)-507
OVERTIME, HOLIDAY, VACATION, AND SICK LEAVE POLICIES

Fiscal Bulletin No. 1, Revision No. 1
March 29, 1950
T0: THE STAFF

FROM: C. H. THOMPSON, CHIEF FISCAL OFFICER

Reference is made to Controller's Bulletin No. 8, dated July 5, 1949,
cancelled and replaced by Fiscal Bulletin No. 1, dated Jamuary 25, 1950,
which is hereby supplemented.

The brief 1949 Vacation Leave granted Job #640 employees, by exten-
sion of the "vacation year period" to July, in lieu of April 30, as provided
by Controller's Bulletin No. 8, was authorized for the sole purpose of ex-
tending to employees of the new Project office a measure of good will and
recognition of thelr services. By virtue of the discretionary authority
extended us, under the terms of Contract AT-(29-1)-507, the above refer-
enced deviation from our policy, as established for our permanent em-
ployees, was intended as an added "fringe benefit" for the new employees
on Job #640. It definitely was not our intent to reduce the 1950 Vacation
Leave of Job #640 employees to compensate for the two or three days Vaca-
tion Leave allowed during 1949,

Fiscal Bulletin No. 1 is also hereby supplemented to provide that in
accordance with ocur established policy, a minimm of six months employment
18 required before Vacation Leave accrued as of April 30, at the rate of 5/6
of a day per calendar month, will be authorized.

Upon termination, however, earned accrued Vacation Leave will be paid,
regardless of term of empldyment, except that employees discharged for
cause, or causes as determined by the Management, prior to six month's
service, will be concidered as having automatically forfeited any Vacation
Leave accrued, in accordance with established company policy.

In accordamce with established company policy, discretionary au-
thority is vested in this office to approve Excused Leave with pay for
employees absent due to a death, or serious illness, in the family, Re-
ligious Holidays, working conditions considered detrimental to the health
of employeeg, or for other reasons deemed proper and Justifiable.

The above will clarify and supplement Controller's Bulletin No. 8
and Fiscal Bulletin No. 1, 1n order that they will accurately reflect the
intent and policy of the company with respect to Vacation Leave.

C. H. Thompson
CHT:RIC:vp Chief Fiscal Officer
cc: Controller (3)
Auditor in Charge
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HOLMES AND NARVER Page 1 of 1
ENGINEERS

Contract AT-(29-1)-507

FRINGE BENEFIT POLICIES

Fiscal Bulletin No. 1
Revision No. 2

April 4, 1950

TO: THE STAFF

FROM: C. H. THOMPSON, CHIEF FISCAL OFFICER

Fiscal Bulletin No. 1, as revised, is hereby supplemented to in-
corporate therein the following Fringe Benefit Provision conforming to
our previcusly established policy:

At the discretion of our management, payment of premiums on short
term life, health or accident insurance pitlicies, secured for executives
and key personnel engaged in hazardous assigmments and/or assigmments
of an unusual nature, voiding or limiting the protection provided the
employee by his personal insurance coverage.

For several years our management has considered inauguration of:

(a) Group Insurance Plan (with employees
and employer participating Jointly in
the premiums payments)

(b) Employees Pension Plan (on a joint employee-
employer cost participation basis)

Sub ject FPiscal Bulletin is hereby amended to provide that immedi-
ately upon installation of either (or both) plans (a) and (b) above,
such plans shall automatiCally become an integral part of our estab-
lished employee Fringe Benefit Program.

CHT:RLC:vp

C. H. Thompson
cc: J. W. Carlson Chief Fiscal Officer

Auditor in Charge

C. H. Thompson
Controller (3)
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EXHIBIT E

Fiscal Reports



CHN-1443

HOLMES & NARVER, INC,
ENGINEERS

Contract No, AT-(29-1)-507

RECONCILIATION OF CASH BALANCE
WITH CASH ACCOUNTABILITY AND CURRENT ACCOUNT

JUNE 30, 1951
Cash Balance $1,325,837.63
Cash Accountability $11,323,031.72
Current Account (9,997,194.09 1,325,837.6
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H VER, INC
ENGINEERS

Contract No, AT-{29-1)-50

RECONCILIATION OF INVESTMENT ACCOUNT WITH NET ASSETS

JUNE 30, 1951

Investment Account $12,154,604,95
Net Assets;

Deposits and Trust Funds $ 213,916.90

Accounts Receivable ‘‘et) 53,851.68

Inventories : 3,039,388.69

Plant (Net) 10,105,410.61

Accounts Payable (357,063.66)

Payrolls Payable (123,926.39)

Accrued Liabilities (536,196.46)

Funds Held for Others (240,726, 42) 2,154,6
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HOLMES & NARVER, INC.
ENGINEERS

Contract No, AT-(23-1)-507

STATEMENT OF ENTRIES TQ AND BALANCE IN INVESTMENT ACCOUNT
JUNE 30, 1951

July 1, 1950 Opening Balance $13,414,984.28

Deduct - Adjustments Decreasing AEC Equity:

Prior Year's Adjustment -

Reserve for Expendable

Construction $708,248.00

Decrease in Net Assets 584,328.47 $1,292,576.47
Add - Adjustments Increasing AEC Equity:

To Reverse Adjusting Entry No. 6

to June 30, 1950 Balance (1) 32,247,214 1,260,329,33
JUNE 30, 1951 - CLOSING BALANCE $12.154.654.95

(1) Refer Director of Finance Ltr., serial SD-6106 dated September 21,1950,
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AEC Advances - General Fund _ $ 1,207,63,.13
Overgseas 3levolving Fund zg,égégé
Payroll Account »000.
Petty Cash Funds 22a049,5 31,325,837.63
Deposits $ 3,25.,00
Trustee for Travel Fund ——200,660,90 213,916.3C
Aceounts Recelivable (3) 3 60,£51.68 )
Less: Reserve for Bad Debts — 7,000,000 53,851,638
Inventories - Current Uge & Standby (At Cost) 3,039,388.69
Completed Plant (2) $11,752,540.00
less: Reserve for Depreciation —1.647,129,39 .10,105,430,61
TOTAL ASSET $,738,405.51
1 5D Ly
Accounts Pavable (3) : § 357,063.65
Eavrolls Pavable 123,926.39
Accryed Liabllitieg |
Overseas FEmployees' 3onus (Zstimated) S 3B,574.31
Overseas Zmployees' Return Transportation (Estimated) 125,508.49
Funds Due Treasurer of United States (Estimated) (1) o 62,113,66 536,196.46
' Cthers
Employees' Tax Deductions $ 25,245.21
Overseas Employees! Return Transportation Deductlons 214,203,53
Employees! Insurance Premium Deductions 78.49
Garnishment of Weges 1,199,192 240,72€,42
AcC b
Cash Accountability $ 5,600,344.35
Current Account (45274,506.72)
Investment Account 12,154 ,654.95 13,48Q,492.58
TAL L i 1D E [ §|é!ZEIéQ§-21

(1) Represents collections from defaulting overseas employees for Government furnished
transportation.

(2) Includes $58,606.35 installation cost on CHR equipment furnished by University of
California.

(3) There are no outstandinz Inter-Contractor receivebles or payables.
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Paie . T L Pages
COUT REPORT - PROJECTS 1h PROGHESE
AS GF JUNE 3C, 1991
_ COSTS INCURRED N
CUMULATIVE - TO DATE
Tctal Percentage of
Direct Direct EqQuipmen: Camp Ergineering Estimnted Physical Zomple-
cescription Totsl Labcr Material Usage Indirect Operat {on Desim Cost (< tion to Date
= 37 O i e o B ) e ) e S —an
PARRY ISLANT - BUILDINGS & FACILITIES
Blading & shaping {Rcads) 0 73,901.90 % cnivciw ¢ 2,315.33 $17,057.01 ¢ 228%0.72 8 7,006.86 100.0
Asphult surfacing (Atirstrip) 26,507 9% 2,b09.32 917.15 3,182,533 8,263.37 2,538.61 100.0
Dust peiliative (S1te Prep.) __1_5_13_,;}_22 —%EM g,bgu.ﬁﬂ _}é.gF_olé 48,967.1 15,043.31 10C.0
(e) 258,472.99 1,511.71 567 .35 59,691 '_36'1,091_.22 2%‘65.’% T 100.0
Aluminum buildings 2,300,R08,£7 567,%05.97 885,894 .2k 30,257.h¢ 598,834 .60 177,548, 34 100.0
Frame storage vault 1,727.88 432,19 590.78 11k.02 438,65 130.45 100.0
Tents, including slab 94,9k, 35 30,510.493 22,756.85 1,839.16 30,483.1% 9,210.56 100.0
Refriperation plant 127,745.55 10,095.15 93,304 .74 24 ho 12,301.54 3,047.53 8 10C.0
Water facilities 530,437 .42 115,306, 54 248,284 b1 6,150.96 119,393.58 34,808.78 5 . 100.0
Sever facilities 108,434 4L 32,23€.95 23,412.87 5,862.18 32,191.38 9,731.70 4,799, 3 13C,L65 100.0
Fuel facilities . 182,121.7k 52,997 .64 Sk, 461.0b 3,047.1k 52,453.39 15,727.25 4,335.28 4,570 100.0
Electrical facilities 406,T75.91 75,8F2 .24 206,484 .83 5,802.48 80,645.15 23,203.21 12,782.00 BSe TR e 100.0
Telephone submarine cable 837,103.41 167,080.79 430,770.50 13,976.76 174,836.95 50,438.41 - 1,298,330 100.C
Telephone facilities 67,733-59 12,140,545 36,995.67 - 12,851.24 3,664.99 2,081.13 72,975 100.0
Cintrel & signal system (included in
Bogullus estimste) - - - - - - B = -
Radio back-up system (Equipment furnished
by Military) 1€,689.9° £,385.5¢ - - 6,256 .74 1,927.67 2,119.99 11,095 100.0
Public Addresa system 840.138 - - ~ - - 845,38 1,885 100.0
Purniture for all buildings 146,912.74 12,£33.35 114,201 .45 - 15,292.18 3,813.76 Q72.C0 101,275 100.0
Equipment for all buildings 498,154 .40 31,074.71 411,813 .49 6.63 40,938.11 9,381.45 5,338.¢C1 7,320 100.0
Plers - 154 ,611.70 5C,7C8.75 28,30%.72 9,398.81 50,416.92 15,307.98 474,53 109,255 100.0
Rehsbilitation of existing varehouses 158,365.77 €1,509.59 17,382.27 188.52 60,717.75 18,568.54 - 106,%0 100.0
Initial rehabilitation (b) - - - - - - - - -
C.M.R. Area Facilities 459,745.65 13k,7¢7.82 139,417.12 4,555.28 135,591.48 40,665.65 4,827.25 335,140 #« 109.0
Undergrcund Shelter Area 29,897.34 10,154 .13 5,80G.57 m 10,109.07 3,068.35 13<.51 27,995 100.0
Miscellaneous Structures & Facilitles 58,278.28 23,797.83 10.50 3,967.83 23,318.03 1,18k.09 - 101,40 100.2
TOTAL $ 6,4k9,120.22  $1,b97,06R.07  $2,728,169.38  $14F,788.56  $1,537,1€1.19 $§ 451,935.49 $ 87,997.57 $ 6,054,735 100.0
ERNIVETOK ISLAND - BUILDINGS & FACILITIES )
Blading & shaping (Reads) $ 3,092,560 § 197.39 § 1,994.67 ¢ 20.51 $ 156.11 2.k $ 787.50 $ 2,030 100.C
Asphalt surfacing (site Prep.) 1,068.81 119.95 - 23.59 117.55 36.21 T71.51 2,115 100.0
Dust palliative (Asphalt Roads) 46,980, 40 4,7cC.,72 32,320.38 1,893.95 5,867.3k 1,419.05 773.96 32,300 100.0
Modificat!on of runvay (Runway Shift & Surfacing) 60,957.23 17,572.20 17,103.00 2,%18.01: 17,221 .4k g,}oh.ﬁa R38.:3 132,540 100.0
(c) 112,1C5.0k 22,499.50 51,418.C5 ,801.09 23,352, ,792.20 3,171.50 175,585 (a) 100.0
Plane parking areas 23,304.35 6,029.28 9,308, 45 - 6,146 kg 1,82¢.12 - 3,745 100.0
1) Air Porce Living Camp, Aluminum Bldgs. 171,172.48 242,99 1€1,124 A3 - 4, 346,79 T31.36 5,382.71 197,175 100.0
(2) Tents, including slab 73,4%65.75 136,54 79,599.84 - 1,907.25 32.17 7.3.95 9R 1LY 100.C
‘1) Army Living Camp, Alumipum Bldgs. 93,967,727 k3, 5k £7,322.05 - 2,857.43 194 .27 2,950.08 104,705 100.0
2) Tents, including slab 43,90k 49 59.32 39,450.06 - 1,06L4,07 17.90 403,156 54,805 100.0
Alumipum Bligs., Army Service Center 109,774 LR 154,07 102,17:.23 - 2,756.34 LE.51 L,8LE, 33 131,240 100.0
(1) Aluminum Bldgs., Ccmmon Services 997,367.85 162,611.53 599,06k €8 38.09 174,547.18 49,089.25 11,917.06 766,05 100.0
’) Tents, including slab 54,54 .63 548,32 51,639.66 - 1,756.18 135.3b 525.13 71,53 100.0
Aluminum Bldge., Alr Force Operational 182,854,799 1,841,111 1£8,660.,06 - 6,105.21 555.79 5,591.92 22€ k5% 100.0
Aluminum Bldge., Transmitter & Recelver
Bldgs. & Power Houses 79,81..08 15,402.86 42,109.60 713.86 1£,170.58 4,650.13 753.55 80,445 100.0
) POL Focilities - On Shore 95,L13.42 159.52 88,651.83 - 2,415.95 LB.16 4,133,995 129,445 100.0
¢) POL submarine lines 10,778.27 3,288.9C 11,967.98 - 3,528.54 992.85 - 36,930 10 .0
‘1) Electrical Generation Facilities 238,915.07 28,981.78 168,216.82 273.68 32,693.75 8,7k9.Ck - 313,915 100.0
) Electrical Distribution Facilitles 221,R°7.53 55,127.75 82,446, 20 1,354.88 56,121.56 16,541.99 10,155.12 oM 2an see -
Telephcne Pacilities 164,287,421 1,810.11 154,019.07 - ot :

1) Crrraw Brenilittan




(&) Prame st:rage vault ’ 1:737.q8 ’h32 1” ‘590 78 11k.02 438.65 130.h9 £1.78 1,715
(f) Tents, including slab 9k L, 35 30,510.93 22,756.85 1,839.16 30,483.19 9,210.56 125.96 106,250
(g) Refrigeration plant 127,746,595 10,095.15 q},30b,7b 24,40 12,301,54 3,047.53 8,973.19 86,825
(n) Water facilities 530,43P b2 115,30(.54 248,284 41 6,150.96 119,393.58 34,808.78 5,L9L .15 552,475
(1) Sewer facilitles 108,43k L, 32,23€.95 23,412.87 5,862,18 32,191.38 9,731.70 b,999. 36 130,65
() Fuel facilities 182,121.74 52,797 .6 54,461 ,0L 3,087.1k 52,453.39 15,727.25 4,335.28 4 h,ﬂo
(k) Electrical facilities LOE, 775,91 75,862 24 206,484.83 $,802.48 80,045.15 23,203.21 13,78* oe S, 02
(1) Telephone submarine csble 827,103.L; 167,080.79 430,770.50 13,97€.76 174,8136.95 50,438.41 - 1,352,330
(m} Telephone fecilities €7,733.59 12,1%0.54 36,995.67 - 12,851.24 3,66%.99 2,081.13 74,975
{n) Ceotrel & sigmal system (included in
Bogullus estimute) - - - - - - - "
(c) Radio bacr-up system (EqQuipment furnished
by Military) 1 £8g. 6,385.55 - - 6,256.7h 1,927.67 2,116.99 12,8405
{(p) Public Address system e PEL:] - - - - - RLS, 30 1,045
(q) Furniture for all buildings 146,012 74 12,73%,35 114,201 .45 - 15,292,18 3,813.76 q7..20 1C1,275
(r) Equipment for all buildings 498,154 b2 31,07%.71 411,413 kg £.63 40,938.11 9,381.45 5,338.C1 7,300
(s) Piers < 15k,811.70 50,708.75 28,30L.70 9,398.81 50,416.92 15,307.98 L75%.53 109,255
(*) Rehabilitation of existing warehouses 15P,3%.77 €1,509.59 17,382.27 188.42 60,717.75 18,568.54 - 106, %0
fu) Initial rehebilitation (b) - - - - - - -
{v) C.M.R. Area Facilities 459,745 .40 134,707.82 139,417.12 4,555.28 135,591.48 40,665.€5 Ly 827 25 335,140 #»
w) Underground Shelter Area 20,R97 .k 10,164 .13 5,804 .57 fhE 1 10,109.07 3,068.35 132.51 27,595
fx} Miscellznecus Structures & Facilities __5R,278,28 23,797-83 10,50 3,967.83 23,318.03 __ _7,18k.09 - 101,240
TOTAL i_lkho,ﬁo-ﬁ $1,497,0€8.03  $2,728,1%9.38  $147,788.56  $1,537,1€1.39 $ 451,935.49 $ 87,997.57 & €,05L,73
ENIWETOK ISLAND - BUTLDINGS & FACILITIES
(a) Bledins & shaping (Rceds ) 4 3,099 % ¢ 107.20 ¢ 1,294.07 $ 20.51  $ 156.11 ¢ 32.h2  $ 787,50 $ 2,030
b) Asphalt surfecing (Site Prep,) 1,38, %1 19.95 - 23.59 117.55 36.21 T71.51 7,115
) Dust palliative (Asptalt Ruads) 4€,080 47 N 7on 72 32,320.38 1,993.95 5,857.34 1,419.CS T73.9 30,350
) Modification of runway (Runway Skift & Surfacing) (C,297.23 17,571.20 17,103.00 2,918.04 17,221 .44 5,304 .52 83°..3 136,LL0
(c) 112,1.5.00 2o a9 % 51,518.35 L,871.00 23,3 6,792.20 3,171.50 174,585 (=)
(=) Plane parking aress 23, 35 6,029.08 9,308, 47 - 6,1h% b9 1,82c.12 2,775
(f) (1) Air Porce Living Camp, Aluminum Bldgs. 1717008 242,99 1€1,124.73 - i, 346,79 73.36 1,3&~71 197,175
(2) Tents, locluding slab 77,8557 106,54 70,599.9h - 1,907.25 32.17 7.9.9% AR 1L
{g) (1) Army Living Camp, Aluminum Bidgs. 93 07 ks £42.54 87,322.05 - 2,857.43 19k 27 2,955.08 100,705
(2) Tents, including slab bc,?ﬂh_ug 59.30 39, 450,06 - 1,064,07 17.90 LG3.15 54,805
(r) Aluminum Blidgs., Army Service Center 107,774 L8 154.07 102,17:.23 - 2,756.34 L6 .51 4,84 .33
(1) (1) Alumipum Bldgs., Common Services g7, w,7.a5 1A2,4611.59 599,55 .8 38.09 174,547,18 Lg,089.25 11,917.06
() Tents, including slsb 5:,?%.63 548,32 51,032,656 - 1,756.18 135.34 525.13
() Aluminum Bldgs., Air Force Operational 182,754, 79 1,841 .11 168,5660.06 - 6,105.21 555.79 5,591.92
(x) AMuminum Bldgs., Transmitter & Receiver
Bldgs. & Power Houses 79,711,469 15,403,86 %2,120.€0 713.86 1£,170.58 4,650.13 T63.55 8c,has
(L) (1) POL Facilities - Om Shore 95,Li0, L2 159.53 88,651.83 - 2,415.95 L8.16 4,132.95 129,445
(2) POL submarine lines 16,77 o7 3,288,590 11,957.98 - 3,528.54 992.45 - 36,910
{m) (1) Electrical Generation Facilities 23R8,315.07 28,981.76 168,216.82 273.58 22,693.75 8,7hg. 0k - 317,915
(2) Electrical Distribution Facilitles 221,777.57 55,127.75 82,446, 2C 1,354 .88 56.121.56 16,6k1.99 10,155.12 281,380
(=) Telephcne Facilities 2 1,810.11 154,919.07 - 5,72l .43 545,43 1,°87.37 155,500
(v} (1) Sewer Fucilities 80.81 53,412.71 - 1,441.21 2k .39 2,880 .22 gk,1L5
(2) Sewer Outfall (only) 3,994.33 €,205.61 - 4,072.98 1,205,821 - 32,195
(p) Water Facilitles 11,353.86 55,407,358 - 12,550.27 3,430.53 c 194, 28¢
(a) Water Distillation Piant (only) £,38€.4) 181,524.60 - 1¢,887.73 1,927.93 243, uk0
(r) Cargo Pler 20 <77ﬂ 3P 30.49 20,168.28 - Shh .17 9.20 45,740
(s) Personnel Pler L5,435.27 13,715.hg 10,416.56 3,228.74 13,767.79 4,150,414 05,545
TOTAL ¢ 3,188,073 33%,97¢.71  $2,214,295.36 $ 10,470.3% $ 384,819.hk $_101,123.81 615,229
Miscellanecus Services for the Construction
Battalicn * 145 000 ‘Tentat
$ 3,760,220
* This estimate his not been forpally submitted to ALE.C. for negcriaticn.

** Cos's incurred Include wdditicomel Flectrical Faucilities for C,M.E., Part of which are covered in the estimate cf I{k).
Also sdditicnal izbor costs chargeable to U.C.R,L, on 4n inter--ffice trensfer.



CHAPTER 12.1
GENERAL

The Estimating Department of Holmes & Narver in the latter part

of 1948, functioned within the Engineering Division in close coordina-
tion with all departments of engineering design which were in a position
to supply design criteria, quantity take-off, and detailed specifica-
tions for bills of material, This organizational arrangement was also
important in enabling the Estimating Department, through the prepara-
tion of cost analyses and estimates, to assist the engineering design
departments in their study of, and economical application to the AEC's
specific requirements,

Upon completion of the design of any particular feature and trans-
mittal of this design to the AEC for approval, the Estimating Depart-
ment was required to supply a cost analysis for further engineering
investigation; and, upon design approval by the AEC, a final and re-
vised cost estimate was in every case necessary to determine the dollar
eoffect which the final and approved design would have on the Contract
estimated cost of each particular feature of the Contract. During the
early stages of design work, upon completion and approval of design
features it was the Estimating Department's responsibility to prepare,
in conjunction with tle engineering design groups,camplete bills of
material and requisitions of this material for transmittal, and action
by the Procurement Department,

By January 1950, as the expanding scope of construction and the
supplementary duties of the Estimating Department required closer ties
with construction functions, the department was transferred to the
Operations Division. Carried over in the transfer were the responsi-
bilities for the preparation of all estimates required in connection
with the design work being performed under the Contract, the develop-
ment of cost estimates for new work contemplated for additions to the
Contract scope, and the collation of progress reports. Additional
functions of the Estimating Department and the preportismsef the
total time (35,000 man hours to June 30, 1951) spent on each are shown
in Table 12,1-1,

All cost estimates in comnection with Contract No, AT-(29-1)-507
were prepared on a uniform basis under four general headings: material,
labor, equipment and transportation. During the entire period of
the Contract, all coast estimates were based on the going stateside
costs at the time the estimate was prepared; at no time during the
period of the Contract were the overseas construction factors changed
from the factors applied in the Reconnaissance Report of January 1949.

The basic thinking in the application of cost to these four
features was as follows:



TABLE 12,1-1

ESTIMATING DEPARTMENT DUTIES

Proportion Estimated
of Total Man-Hours to

—ZLtem of Work _Work Load June 30,1951

Economic Exploration of Materials

and Equipment 2% 700
Studies on Availability of Materials

or Equipment 2% 700
Tentative Engineering Cost Estimates 6% 2,100
Formal Engineering Cost Estimates 21% 7,350
Construction Labor Analyses 2% 700
Construction Materials Tonnage Analyses 2% 700
Construction Unit Special Analyses 2% 700
Change Order Estimates 15% 5,250
Budget Control Summaries 8% 2,800
Fiscal Division Studies 13% 4,550
Construction Progress Reports 2% 700
Construction Progress Charts 2% 700
Narrative Reports 1% 350
Cumulative Unit -Cost Analyses 5% 1,750
Special Studies for AEC 2% 700
Analysis of Job 5 Work Orders 2% 700
Analysis of Certificates of Completion 1% 350
Continuing Property Record Completion

Reports 8% 2,800
Special Economic Studies 4% 1,400
TOTAL WORK LOAD 100% 35,000




Material Costs. From schematic drawings, estimated quantities of
materials, and from approved design drawings, actual take-off quanti-
ties of materials were established for the particular item of construc-
tion involved. The estimated or actual quantities determined for each
feature of the contract were increased in accordance with normal esti-
mating practice to cover lap and waste in actual construction,

However, because of the location of this Project, involving an
abnormal shipping problem, material quantities estimated in accord-
ance with normal practice were increased in the amount of 15 per cent
to cover loss, waste, breakage, and other similar unpredictable items,

After arriving at the estimated quantities of materials needed
for any feature of the Contract in accordance with the above proce-
dure, the unit cost was applied from quotations and catalog prices
supplied by the manufacturers or vendors. In the majority of instances
this quotation was FOB the Oakland Naval Supply Center.

Labor Costs. Cost estimates for direct labor included the labor
directly chargeable to specific items of work plus the cost of hand-
ling materials at the Jobsite from a central warehouse to the aspecific
location of any astructure or facility. The labor rates applied to the
various classes of construction labor were the rates effective within
the Bullding and Construction Trades Council, American Federation of
Labor, as applied in both the Los Angeles and San Francisco areas,

Equipment, Costs. Equipment costs were determined from a detailed
estimate of the equipment necessary to complete the construction of
each work feature, and the costs supplied were based on the estimated
time the equipment would be in operation on each work feature. In
the absence of specific information as to the type and amount of con-
struction equipment that would be purchased new or be supplied in
various states of repair by Government agencies, the equipment costs
on all cost estimates reflect an equipment rental rate which was
established on a cost per day basis from "Average Owners Expense
Schedules®" of the Assoclated General Contractors of America, Inc.,
combined with equipment rental rates established by Maximum Price
Regulation No. %34, which included the items of amortization, normal
maintenance and repair, fuel and lubricants.

In addition to the equipment costs that were established in this
manner, there was added a factor of 50 per cent to cover the vari-
ables of climatic and Jobsite conditions that were known to exist
in the humid climate and sea-level location of the construction proj-
ect. Therefore equipment costs as they have appeared in all Contract
No. AT-(29-1)-507 cost estimates might be more accurately described
as equipment rental.

All cost estimates were submitted in a form that would reflect
a provisional deduction to be made should any appreciable amount of
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Government-furnished equipment be supplied without charge to this
zontract, A review of the equipment at the Jobsite was made in February
1950, on the basis of Govermment-furnished equipment at the Jobsite. A
determination was made with the approval of all concerned that the
estimated equipment rental rates estimated as above should be reduced
by 49 per cent as representative of that portion which the total Govern-
ment—furniihed equipment at the Jobsite bore to the total equipment
praocured,

Trangportation. The original thinking of the Atomic Energy
Commission, which was in effect throughout the Contract, was that trans-
portation of personnel and materials would be provided by other Govern-~
ment agencies at no cost, On the basis of this thinking during the
negotiations leading to the Definitive Contract, the entire estimated
cost of transportation was deducted from the Reconnaissance Report
estimete at the insistence of the Atomic Energy Commission. It was not
until February 1950 that it was brought to the attention of the Atomic
Energy Commission that the estimated transportation costs included
transportation of personnel and materials in the United States as well
as the water transportation between Oakland, Californle, and Eniwetok
Atoll. At this time the Atomic Energy Commission reinstated in the
Ccntract that portion of transportation which had been estimated in
excess of the Government-furnished water transportation. All estimates
submitted after February 1950 provided for the deduction of Government-
furnished water transportation from the total estimated transportation
cost,

Transportation costs as reflected in all cost estimates were estab-
lished from the estimated tonnage of all items of materials and supplies.
Because there was no definite determination as to whether or not Govern-
ment water transportation would be supplied, or land transportation would
te under Government bills of lading, all cost estimates were prepared
cn the basis of all materials being delivered by common carrier on both
iand and water from the FOB point, Z, I,, to the Jobsite central warehouse,

In February, 1950, when it was definitely determined that water
iransportation would be supplied for all materials, there was inserted
ir. a1l cost estimates a feature of provisional deduction for Government-
furnished water transportation at the average estimated cost of $27.00
per ton.

1H & N letter CHN-346, February 14, 1950,



CHAPTER 12.2
ORIGINAL RECONNAISSANCE REPORT ESTIMATES

On the basis of the information secured during the reconnaissance
survey in October of 1948, supplemented by aerial photographs, maps,
and charts, the Estimating Department was instructed to assemble a cost
estimate for inclusion in the Reconnaissance Report subtmitted to the
Atomic Energy Commission in January 1949. This estimate was prepared
in accordance with the procedures described in Chapter 12.1, and was
based on the following criteria:

1,

The proposed development of the Eniwetok proving ground was to
be made up of five phases. Phase I was to constitute the
preparation of the Reconnaissance Report to be submitted in
January 1949. Phase II was to constitute a period of time
between February 1, 1949, and July, 1949, when personnel would
be sent to the Atoll to prepare preliminary surveys and general
rehabilitation to accommodate a construction camp., FPhase III
was the conatruction program between July 1949, and December
1950, Phase IV was to be the experiment period between
December 1950, and May 1951, Phase V was to be the roll-up
and maintenance period after the experiment ending in May
1951.

The construction camp was to accommodate a total force of 900
men, of whom 600 were to be construction workers and 300 were
to handle the operation of the several camps,

Quartermaster supplies were to be made available for this job,

Boats, vehicles, and aircraft were to be available from other
Government agencies to the contractor on memoranium receipt,
at no cost,

Transportation of personnel and materials to and from the
Jobsite was to be provided by MATS at no cost.

Conastruction materials were to be transported to the job by
Navy water transportation at no cost,

During the Phase IV or the experiment period, it was assumed
that the Atomic Energy Commission would have 200 people based
ashore, and that Holmes & Narver would make avallable a sup-
port crew of 100 mechanics and helpers to aid this group, It
was assumed that all other visitors, guards, etc, would be
quartered aboard ship or on Eniwetok Island, without service
by Holmes & Narver,

The initial interim construction camp was to be established
on Eniwetok Island using rehabilitated facilities until such
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time as a permanent camp could be established on Parry Island.
At such time as the Parry Island camp was established, con~
struction crews were to be quartered in the permanent build-
ings on Parry Island as well as the camp facilities on the
islands of Runit, Aomon, Biijiri, and Engebi.

9, Permanent construction was to be accamplished on the islands
of Parry, Eniwetok, Runit, Aomon, Biijiri, and Engebi. Tem-
porary construction camp facilities installed on Eniwetock
were to be turned over to the military users upon occupancy
of the Parry camp.

10. The estimate was to include activation of the island of Bogal-
lua. However, because of the fact that the Atamic Energy
Camission had not definitely decided to activate Bogallua,
this feature of the estimate was to be brought up separately
in order that it could be either included or deleted fram
the Contract estiuate.

The cost estimate in accordance with the above criteria was pre-
- ssnted in the Reconnaissance Report of Jamuary 1949 in the total
amount of $16,694,400, which included the activation of Bogallua. The
cost flgures applied to the estimated quantities were based on going
construction costs both direct and indirect, existing in the western
portion of the United States during 1948, To this figure was added
the factors of indirect costs that would be incurred to do this same
work on Eniwetok Atoll.

The indirect costs were worked up in detail by Holmes & Narver
personnel with recent experience in Pacific Island construction work
on Okinawa. On the Island of Okinawa, experience had shown that con-
struction costs were 2.6 times the camparable stateside construction
costs., However, at this time, the general thinking of CINCPAC in
Fonolulu was that the Eniwetok construction would possibly be higher
than the (Okinawa construction and that the differential between state-
side construction cost and Eniwetok Atoll construction costs should
be a factor of 3, or slightly less.

When the Reconnaissance Cost Estimate was finally assembled in
detail, it was determined that it reflected an overseas cost of con-
struction at Eniwetok Atoll which was, on the average, 1.96 times
the comparable damestic cost, and this factor was used in the prepara-
tion of all subsequent estimates. The AEC was advised of this com-
parison early in 1949, The differential between damestic construc-
tion costs and Eniwetok construction costs was based upon the follow-
ing factors:

1. Increased material costs including:

a8, Transshipment warehousing cost at port of embarkation

b. Export packing costs



¢. Shipping costs
d. Stevedoring costs at Jobsite
e. Lightering costs at Jobsite from ship to warehouse

f. Intra-Atoll water movement of materials from warehcuse
to construction site

Increased labor costs including:

a. Higher recruiting cost due to requirement for security
and medical clearance

b. Security and medical clearance costs

¢. Overseas pay bomus

d. Cost of standby time awaliting shipment, and of travel
time between West Coast and Jobsite, including travel
expense and per diem allowances

e, Cost of comuting time, i.s., time used by personnel
in intra-Atoll travel

f. Cost of loss in time and efficiency due to climatic
conditions.

g. Higher cost of insurance premiums for offshore con-
struction

Increased equipment costs including:

a. Costs attributable to extraordinary maintenance due
to elimatic conditions

b. Costs attributable to short lifetime of equipment
under conditions prevalent at Eniwetok Atoll

Increased camp operation and maintenance costs including:

a. Cost of operating separate camps at major site locations
within the Atoll

b. Cost of maintenance and repair of navigational aids,
piers, channela, airstrips, and equipment required for
the intra-Atoll movement of personnel and materials for
work at a multiplicity of sites

e, Cost of recreational and medical facilities for construc-
tion personnel



TABLE 12.3-1. TABULATION OF DOLLAR COST ESTIMATES SUBMITTED UNDER CONTRACT AT-(29-1)-507
TN SUPPORT OF TOTAL CONTRACT NEGOTIATIONS AS OF JUME 30, 1951, - INDICATING A.E.C, AUTHORIZATIONS OF INCREASED CONSTRUCTION INVOLVING COST ONLY AND 8COPE OKLY

Note: All Estimated Costs shown hereon are net costs after Deductions have been pade for Government Purnished Labor, Equipment and Water Transportation.

Item Feature Eat .Scope Defined Added Modification t 24 Deletions from Mod. AEC Authorized Total Auth- Total Auth- ‘Total
Reconn. 8cope Scope Added Added by & f2 AEC Authorized Change Orders orization orization Estimate
Report Moc. f7  Mod.f13 Cost Scope Cogt Scope Additions Added Added Involving Involving of Cost
Jan. 1949  5-17-50 10-12-50  3-20-51 3-20-51 T-Tk51 T7-7-51 Cost Scope Cost Scope Added Cost  Added Scope and Scape
- 1 Only Only
1. B-Parry Island 4,669,190 5,190,555 34,849 537,110 (B4,825) 23,075 68,130 205,435 280,455 263,357 5,991,425 6,254,784
2. A-Enivetok Islamd 5,055,160 3,432,040 (67,790) E,475 93,530 148,975 102,005 3,513,225 3,615,230
3. L-Japtan Island -0- 843,605 12,570 19,270 -G- -0=- -0- 30,010 k5,290 k2,580 908,165 950,ThS
4. C-Runit Igland 1,208,970 1,343,835 24,900 5,000  {2},500) (57,185) -0- -0- 16,090 59,470 16,00 1,351,120 1,367,210
5. D-Aowon Group Is. 1,473,300 1,637,500 24,900 5,470 (52,265) 56,980 93,385 81,880 1,684,090 1,765,970
6. E-Fngebi Island 1,26k,550 1,k05,435 196,105 (65,020) - -0- 16,665 328,600 16,665 1,865,120 1,881,785
7. F-Bogallua Tgland 723,800  BOk,0ko (747, 340) 56,700 56,
6. Miscellaneous Is. 623,260  6Y%,370 (266,135) 5,945 5,95 28,235 A3h,180
N, Military Struct. 3,558, 5h5 236,150 37,860 2,120 238,270 3,522,k05 3,760,675
10. 8.2 Program 165, 140 165,140 165, 140
11l. Loran Station 100,000 170 100 270 100,000 100,270
12, Towers 294,200 42,900 k2,900  29%,200 37,100
13. Job k-Maint.& Oper. 1,511,000 5,375,030 8,655 8,655 6,886,030 6,8%,685
14. Job 5-Support & Roll-Up 1,000,000 2,172,900 3,172,900 3,172,900
15. N.0.B.L. 215,520 -11,460 ' 226,960, 226,980
16. J-T - 6,090 490 490 6,09 6,580
17. R.B.S. 1,143,080 (3,220) 1,139,860 1,139,860
18. B.G.G. 191,660  159,9% 3,635 53,560 430 159,99 249,285 809,275
19. N.R.L. 202,510 52,960 (54,615) 1,265 1,265 200,875 202,140
20, J-3 14,855  109,u65 ko,h55 109,865 185,310 29,775
21. LD-50 83,800 18,480 18,680 121,000 121,000
22, T+B 57,500 1,940 b, 900 610 2,550 ,N00 6k, 950
23. M-D 16,610 1,500 18,110 18,110
2h. AM.C. 3,600 3,110 6,450 3,110 10,050 13,160
25. ALl Users 336, 36,290 336,29
26. U.C.R.L. & N.R.L.K. 576, 310 241,490 (57,465) 47,275 k20 (57,045) 865,075 808,030
27. 0.8.C.0, L 180 7,550 f 1,730 . 7,730
28, METROR T 7,680 B, - * o 8,1N 7,680, 15,%‘;’3
29. RAD-CEEM * 57,000 38,600 375,920 1,5% 38, b3, 520 w13,
30. W.R.D.L, 1,800 1,275 23,635 1,835 1,835 26,710 28,545
31, A.F.0.A.T. 37,520 (9,150) : 28,3710 28,370
32. A.C.C. 950 . 950 g
33. B.R.L. - A.P.G. 1,000 . 1,000 3,
3. A.E.C. -0- 330 g.}?g : 533.;{8; 5 3g,°65
35A.Grouting Program 530, ’ » 315
3ZB Prilling Program 4,900 1?13'820 1,76 1,k 26,66 %m',amz; lig'ggg
36. E-Plus 24,
TOTALS 15,018,300 21,506,265 3,083,955  88%,32h 1,508,475 (2W300) (1,3%0,560) 12,350 3,0%, 5731.515: Wf& 1,11'3‘33‘;, 35,288,305 38,355, 7R
: ' o Sk :




4. Detailed analyses and breakdowns of each feature contained
in every cost estimate which the Atomic Energy Commission
approved for construction, in order to provide the Jobsite
Management and particularly the Construction Department with
the estimated total quantities to be used in connection with
the preparation of progress reports.

CHANGE ORDER ESTIMATES

Change Orders in connection with this contract constituted orders
covering those changes in approved plans which the Atomic Energy Com-
mission Resident Engineer at Eniwetok determined were necessary., It
should be recognized that these field changes were made and Jobsite
engineering change orders were issued only after an extensive review
of Jobsite conditions indicated that a change in design, an additlon to
design, or a deletion from design was advisable in the best interests
of the over-all Contract.

A copy of the Change Order containing Jobsite estimated costs of
materials, labor, and equipment usage was forwarded to the Estimating
Department, Los Angeles; upon the basis of this information, a formal
estimate including all direct and indirect costs was prepared in ac-
cordance with standard estimating practice, The estimate for each par-
ticular Change Order was assembled in order to show the total net direct
and indirect costs divided between materlial, labor, equipment, and
transportation; and it was then formally transmitted to the Atomic
Energy Commission at Los Alamos.

During the period covered by this Completion Report, more than
three hundred change orders of this type were issued involving a
total of $1,440,405.

SUMMA RY

. . All of the above noted types of eatimates were periodically sum-
marized for the purpose of contract modification., Table 12.3-1 shows
such a tabulation for June 30, 1951, indicating AEC authorizations of
increased construction involving cost only and scope only.
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CHAPTER 12.4

ESTIMATES FOR JOBS 4 AND 5

It should be noted in connection with the estimates prepared for
work under Jobs 4 and 5 of the Contract, that definitive criteria were
established by the AEC in August 1950, as follows:

"In order that you may have at hand definite criteria on which

to base your revised estimate of cost for Job Nos., 4 and 5 of the
Contract, information is given below which is believed to be suf-
flciently comprehensive to form a good basis for such an estimate,

1. Asgumptiong:

(a)

(b)
(e)

(d)

(e)

(a)

(b)

The date of the first shot is on or about April 15, 1951;
the second May 1, and the last May 15.

The order of shots will be Site "E“, "D", and "C®,

A1l construction, aside from incidental‘work by the so-
called labor pool, will be completed not later than
March 1, 1951,

Scientific and task force personnel will arrive at and
depart fram the jobsite as shown on the graphs presented

to you in our letter SD-5912 dated August 4, 1950, but
with the understanding that the fourth shot and one Krause-
Hall experiment are omitted.

Your post-operation maintenance and roll-up forces will
be based on Eniwetok Island together with the military
garrison force,

No preparation will be made for any further series of
tests,

~—

Undertake to perform this job on sites "B®, "C", "D®, and
"E" as described in the Contract and on Site "A" as
described in the Memorandum of Agreement for Construction
on Eniwetok Island, between AEC and JTF-3. These duties
are to be assumed at each site as construction is completed
and as required to support operational, as distinguished
from construction, activities, since the cost of camp
operation, maintenance and management during construction
is already included in the construction cost estimates.

Job. No, 4 will cease on each shot island at the time their
respective shots are fired. It will cease on Japtan Island



as soon as Program 2 personnel depart from the Jobsite, On
Parry Island it will cease as soon as Scientific and Task
Force personnel depart from the Jobsite, crating and ship-
ment of scientific and other equipment to Z.I. is campleted,
and transfer of your roll-up and maintenance personmnel to
quarters on Eniwetok is accomplished,

(¢) On Eniwetok Island your limited Job No, 4 duties as
described in paragraph 2(a) above will cease when Task
Force personnel have departed (October 1, 1950) and will
be replaced by full Job No, 4 duties as described in the
Contract with the exceptions listed below, which exceptions
are predicated on CINCPAC approval of a proposed memorandum
of agreement for military support during the roll-up
period.

(1) Provide messing facilities only for your own personnel,
The garrison will provide its own mess,

(2) Provide quarters and administration space for the
garrison but not housekeeping or supplies for such
quarters and space, except beds and mattresses.

(3) Provide one-half of the stevedoring crew required,
also lighters and operators, fork 1lifts and operators,
and cranes and operators, from hold to warehouses.

The garrison may be assumed to total not more than
125 men, and will furnish one-half of the stevedoring
crew, also trucks and operators, from hold to
warehouse,

(4) Provide operation and maintenance only for your own
boats, vehicles and equipment.

(5) Except as noted above, the garrison will supply all
personnel required for its own support, but you will
operate 811 utilities and maintain all facilities

- iAncluding buildings, roads, and utilities,

Jdob N i S =Up S :

(a) Provide a labor pool to assist the Scientific personnel in
installation and removal of instrumentation and equipment,
and other work incidental to the actual tests., More de-
talled information concerning these requirements may be
found in the following letters,

(1) H & N Inter-Office Memo from Bowen to East, dated
July 13, 1950.

(2) SD-5837 dated July 13, 1950, subject: "Estimated Labor

Pool Requirements for Greenhouse-Hall and Greenhouse-
Krause®,
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(b)

(e)

(@)

(e)

(£)

(g)

(3) SD-5777 dated June 26, 1950, same subject as (2) above,

(4) SD-1902 dated May 26, 1950, subject: "labor Pool
Requirements"”,

(5) NRL letter 3120-75MS/50 dated June 16, 1950, subject
same as (2) above,

(6) Inter-Office Memo from H, S, Allen to Duncan Curry,
J-4-522, dated May 29, 1950, subject: "Estimate of
Labor Pool Requirements."

(7) sD-1901 dated May 9, 1950, subject same as (6) above.

In interpreting the referenced data, please bear in mind
the omission of a fourth shot, omission of one Krause-Hall
experiment, and the 45-day postponement of D-day.

Beginning after the first shot, crate and ship sclentific
instruments and equipment as required by Division J-4, IASL,

Assume that all construction equipment and motor vehlcles
except that belonging to TG 3.2, will remain at the Jobsite.
It will be necessary to place all such equipment in
"mothball®™ status except for such items needed for roll-up
purposes. It should be placed under covered storage,

either in warehouses, under tarpaulins, or in the B-50
hangar, Painting and other anti-corrosive measures should
be provided as required. Tired vehicles should be blocked
up, and all batteries placed in trickle charge status.,

Tugs, LSUs, and barges will be returned to the Navy except
for a minimum number required for roll-up lightering. All
smaller craft except aa needed for roll-up will be pulled
out above high tide, blocked up, and provided with neces-
sary painting and other anti-corrosive measures required
to maintain them in standby status. It is suggested that
an epen shed be constructed over these craft which will
consist of a roof and a wall on the windward side to pro-
tect against salt spray. ‘

Warehouse all items not required for the roll-up period.

It is not anticipated that more warehouses will be con-
structed, and you should count on using all types of build-
ings to provide the necessary square footage.

"Mothball", insofar as possible, all generator, distilla-
tion, pumping facilities, and other equipmemt. This
should be done where applicable, in accordance with recom-
mendations of the manufacturers.

Clean up and dispose of all debris and severely damaged or
destroyed structures on the shot islands, including military



and scientific structures and camp facilities., Camp
facilities are not to be reconstructed, but portions which
are not too severely damaged should have sufficient work
performed thereon to prevent further deterioration in order
that they may be used for future tests. All scientific
structures which are not destroyed or damaged beyond further
usefulness are to have appropriate protective maintenance,
It is anticipated that military structures will be removed
and disposed of as a security measure, and a separate cost
estimate should be made for such structures so that NME
funds may be requested to cover the cost,

(h) All cleanup, salvage, and maintenance work on test islands
will be done with the assistance of radiclogisal momttors
to be provided by this office,

(1) All buildings and other structures will be maintained by
painting or other preventive measures to avoid more than
normal deterioration. '

(j) The roll-up and maintenance period contemplated herein
extends to December 31, 1951.

"The basic criteria presented herein will not, in all cases, apply
if additional tests should be scheduled; however, you are requested
to prepare your estimates on the assumption that such tests will
not be scheduled. In preparing your estimates, items will un-
doubtedly come to your attention which have not been specifically
discussed herein; in such cases please call on us for advice.

"We wish to reiterate our requirements in these matters for absolute
economy in operations consistent with satisfactory maintenance of
proving ground facilities for future use.®

On the basia of this directive and a series of discussions on the
subject, estimates were submitted for Job 4 and Job 5, totaling
$4,537,720 and $1,463,490, respectively. These estimates were con-
sidered high at the time however in the light of the criteria ultimately
developed for these phagss of the work (which differed radically from
those given above), the final estimates for Jobs 4 and 5 were much
greater than the amounts given above. These final estimates were
$6,894,685 for Job 4, and $3,172,900 for Job 5.
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CHAPTER 12.5

COST ESTIMATE COMPARISONS

Two studies have been prepared in connection with cost estimates
on this project which point up certain relevant facts, In the first of
these studies, estimated costs for each of the varlous features of work
performed at the Eniwetok Proving Ground were compared with the actual
costs incurred as collected in the various cost centers established by
fiscal procedures, The second study constituted an analysis of the
actual costs of major features of construction and a comparison of
these costs to estimates of costs of comparable construction at a West
Coast location in order to establish an empirical multiplying factor
for construction at Enlwetok. The results of these studies are set
forth at length hereinbelow.

COMPARISON OF ESTIMATED COSTS
WITH ACTUAL COSTS AS OF JUNE 30, 1951

Estimated Incurred Cost
Feature Total Cost Total Direct Indirect
PARRY ISLAND -
BUILDINGS AND
FACILITIES

Blading & shaping 176,850 252,010.19
Asphalt surfacing - 300.17

Dust palliative 10,870 6,361,73
187,720  258,672.09  153,974.07  104,698.02

-~—

Aluminum bldgs. 1,999,100 2,309,898.67 1,533,615.73  776,282.94

Frame storage 1,75 1,727.88 1,158.78 569.10
vault

Tents, including 106,030 94,946.35 55,252,60 39,693.75
slab

Refrigeration Plant 86,825 127,746.55 112,397.48 15,349.07
Water facilities 652,475  530,438.42  376,236,06  154,202,36
Sewer facilities 130,465  108,434.44 66,511,36 41,923.08
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Estimated Incurred Cost
Feature Total Cost  Total Direct Indirect
Fuel facilities 434,570  182,121.74  113,941.10 68,180.64
Elec. facilities 359,040  406,779.91  302,931.55  103,848.36
Telephone sub-
marine cable 1,352,305 837,103.41 611,828,05 225,275.36
Telephone facil-
ities 73,975 67,733.59 51,217.36 16,516.23
Control & signal system
(included in Bogallua
estimate)
Radio back-up system
(Equipment furnished
by Military) 11,095 16,689.96 8,505.55 8,184.41
Public Address
system 1,885 840.38 840,38 -
Furniture for all
buildings 101,275 146,912.74  127,806,80 19,105.94
Equipment for all
buildings 76,320  498,154.40  447,834.84 50,319.56
Plers 109,255 154,611.70 88,886.80 65,724.90
Rehabilitation of
existing ware-
houses 106,060  158,366.77 79,080.48 79,286.29
Initial rehabili-
tation - -
C.M.R. Area facil-
ities 335,140 459,765.60 283,508.47 176,257.13
Underground Shelter
Area 27,895 29,897.34 16,719.92 13,177.42
Mise. structures &
facilities 101,640 58,278.28 27,776.16 30,502,12
Total 6,254,785 6,449,120.22 4,460,023,54 1,989,006.68
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Estimated Incurred Cost
Feature Total Cost Total Direct Indirect
ENIWETOK ISLAND -
BUILDINGS AND
FACILITIES
Blading & shaping 9,690 3,482,57
Asphalt surfacing 30,300 63,760.92
Dust palliative 2,455 2,169.11
42 445 69,412.60 61,616.78 7,795.82

Modification of

runway 132,440 42,692, 44 20,333.62 22,358,82
Plane parking

areas 31,765 23,304,35 15,337.74 - 7,966,61
Air Force Living

Camp - aluminum

bldgs. 197,175 171,170.48 166,750.33 4,420,15
Tents, including

slab 98,140 73,465.75 71,526.33 1,939.42
Army Living Camp -

aluminum bldgs. 106,725 93,967.37 90,915.67 3,051.70
Tents, including

slab 54,895 40,994.49 39,912,52 1,081.97
Aluminum Eldgs. -

Army Service

Center 121,240 109,974.48 107,171.63 2,802,.85
Aluminum Bldgs., -

Common Services 766,365 997,367.85 773,631.42 223,736.43
Tents, including

slab 71,860 54,504.63 52,613,11 1,891.52
Aluminum Hldgs, -

Air Force

Operational 226,455  182,854.09  176,193.09 6,661.00
Aluminum Bldgs, -

Transmitter and

Receiver bldgs.

& Power Houses 80,485 79,811,68 58,990.87 20,820,81
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Estimated Incurred Cost
Feature Total Cost Total Direct Indirect

POL Facilities -
On Shore 129,445

POL Submarine lines 36,930

Electrical Genera-
tion facilities 313,915

Electrical Distri-
bution facilities 281,880

Telephone facili-

ties 195,600
Sewer Facilities 94,145
Sewer Qutfall

(only) 32,195
Water Facilities 194,385
Water Distilla-

tion Plant

(only) 245,440
Cargo Pier 45,740
Personnel Pier 105,565

Total 3,615,230

Misc, Services for
the Construction

Battalion 145,000

~ -

Total 7 3,760,230

JAPTAN ISLAND -
BUILDINGS AND
FACILITIES

Aluminum Builldings-
Quarters 52,450

Aluninum Hldgs. -
Mess Hall 36,070

Aluminum Bldgs, =
Smell Animal
Quarters 75,920

95,410.42 92,945.31 2,465.11
19,778.27 15,256.88 4,521.39

238,915.07  197,472.28  41,442.79
221,857.50  149,083.95  72,773.55

164,287.41  158,016.55 6,270.86
57,839.44  56,373.84 1,465.60

15,478.73  10,199.94 5,278.79

87,860,590  71,879.79  15,980.80

200,716.66  187,901.00  12,815.66
20,978.38 20,425.01 553,37

45,435,27 27,587,054 __17,848,23
3,108,077.95 2,622,134.70  485,943.25

65,548.59  46,960.72  18,587.87

104,865.56 72,729.34 32,136.22

98,838.32  179,685.71  19,152.61
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Estimated Incurred Cost
Feature Total Cost Total Direct Indirect
Aluminum Bldgs, -

Large Animal

Quarters 221,470  185,590.18  127,227.32 58,362,86
AMuminum Bldgs, -

Animal Food

Warehouse 8,795 12,664.03 8,562,20 4,101.83
Aluminum Bldgs. ;

Laboratory 36,325 81,603,26 48,690, 66 32,912,60
Autopsy Building 18,595 16,147.38 9,016.53 7,130.85
X-Ray Building 5,445 7,616.16 3,727.87 3,888.29
Pumphouse 18,605 13,770.20 8,450.14 5,320.06
Greenhouse 750 667.25 370.14 297.11
Roads and Park-

ing Areas 2,840 7,949.54 4,467.99 3,481.55
Telephone Facili-

ties 61,245 27,898.94  16,612,90  11,286.04
Elec, Facilities 158,610 119,594.29 79,758.35 39,835.94
Water Facilities 136,095 159,280.,78 111,112.53 48,168.25
Sewer Facilities 58,570 38,583.19 22,239.14 16,344.05
Pier Rehabilita-

tion 4,960 11,407.50 5,315.59 6,091,91
Service Station 7 3,250 5,105.56 2,491.58 2,613,98
Incinerator 325 266,00 179.04 86.96
Infirmary Bldg. - ’

Wood Frame 7,715 10,057.20 5,385.37 4,671,83
Cargo Pier 39,445 61,631.79 36,429.73 25,202,06
Tents 2,155 645.06 333.47 311,59
Thermal Eldg. and '

Exposure Units 1,110 955,96 418.86 537,10

Total 950,745 1,030,686.74 690,165.18 340,521.56
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Estimated Incurred Cost

Feature Total Cost Total Direct Indirect
RUNIT ISLAND -
BUILDINGS AND
FACILITIES
Blading & shaping 38,165 71,464.90
Asphalt surfacing -

Roads 70 18.67
Asphalt surfacing-

Other areas 167,050 118,870, 35
Dust Palliative 11,010 98.90

Total 216,295 190,452.82 129,011.,07 61,441.75

Aluminum Rldgs. 93,555 141,521.40 90,144.07 51,377.33
Concrete Building 181,235 98,271.73 53,291.02 44,,980.71
Tents, including

slab 56,950 28,997.62 16,016.88 12,980.74
300-foot Tower,

complete 197,900 240,083,00  144,761.55 95,321.45
Water Facilities 178,850  178,928.70  128,616.57 50,312,13
Sewer Facilities 72,980 16,140.54 10,067.14 6,073.40
Elec, Facilities 197,685 169,698.32 132,093.05 37,605.,27
Telephone Facili-

ties 7,780 10,340.87 8,270.31 2,070.56
Control & Signal

Equipment 53,505 38,276.92 21,966.00 16,310.92
Radio Back-up Equip~

ment (Equipment

furnished by
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