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cu5ff«i by tfe* Twenty &rector/Si:rf«r*> -Coe9troll»i,^£&lef» Audit‘-Staff, c-cl
the Chief, ’ibclmical sarflceo Mvluloa. ' A* o rsanit of tJte Ols^isslsjUj. 1
ves given the uh»±[y^m, of rovi-^vla^ ibs uceou&tlos preeedutoi ‘«»a ; In' •

•

v

.offset, i»S spevlsinij thaar to provide control of cash^icbBrsci tofer'Uto
suifeerities prescribed fcr<r}£l3A2d(v'^^a- < ir-v-v-. •;. > £

>.* y

. -

^

, ...

“TV

:<
; 2* It w»a found 1a the review that tho doc'^Antatloa in uaci‘v&e‘ fer ;.'V>
tbs cost jpar$ sufficient for sgaageceat tf f»a«a diabstr,eoa, cad it was .

Bsee*si«y pftly to establish proper accosting 'sfeahl&r&s--to fee: Applied, cfc the' ,'r

various pollute of ccsfe-eeeowftt^&Ulty.—55^«« accounting gter4.ftMs teva
redaeed to o .written procedvfa In tbs fora of-a' fiscal ’-m&x* as ttassa fuiiis '-•

are disburse*! oaly ty diraotloa of tha Sfedsatenl"Sgr^ice* Mvisior^.tha .... .

-

:
- .:;%

aaarf»^«it of ,e»4 rcsp^alfelllty 'forth^_
'fa^T^nsif1> lo tho .bnelo. tct«tn.*' -

,

,'Afeotebl vMch.'tho Fisaal yaoes .writteo* •’•‘^•V ‘'-.v
•*.

3» la estsi'Mftbius the controls provided
-
by tha. Fiscal ynaax, it will .

'

fee necessary to &na2y.so jssat t ricno.avIr.^s la er^r to brliv^ into coritrol
record* tJ» tes^'at of casli disbursed but rot yet ocoouato-l for*- ifesa these •/.

.'

.ftsotate have icc-n ostcai?i^3^ it is ou.sy^ated a eehsevile fee prepared to :

s^port the ioitlal oatziee to. the eentjrol reeca’ds, .She- schadole chain v
.

reiloot the t4a^.sr«to haM fey e^ch grentee, project, e&t identified
1 by jf»ir ett*3«)Jacfc It in. valueste$ that a copy of .the--:".-.

^'*

echcdula W furclehed to the fii^ace Divisioa. -vto the tsuiccoucteil for .. •'.:.!

ca*a J»2Xd by ETKatscs, projects* a»4 cat-cmte hae feoca deteralml entered -

in the codtrel vceor-.o, tvifesecaww %m^x%Sjom 'vill fe® •Kahj-sct -to rcutlce ..

hs.«ilire* it la etx&asitdd i&& isplesmtatloa oi* t&» Flccsl iaaeai .
-

,

: - -

proce:»u:\j« should fee &ccc^lishc4 in the rssath'of 1952 ts it is r<ot •
"•-

”

dapetuMns upoa ccr^ictioa of tfea Ciaclysis e-f past ts^metioae* - ', .
•'•. - "I

.
. .

*»
,

•
'

-i

fi* Sbs assi ^strife vo» facilitated to a c^sl^re^sdgera^fcy the :* .-

ftlcnily cooper&tioa aed Aasidtanee «sf i X.1 :

car JUiiit diccuRoioa c» 9 duly Ipui, these seat on, -

1

viih the esccpti'jn of aaforec-a»a prefej^nso, tt« f'^sex piwidee the
aeeoscnry £s*io©li2aa for diacho ĉ;iS3 tha fia.c*3iBl.jsun^3iceat iodpoosibllittce
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A., Cn 6 June 1953, the Project Poviev Ccssxitteo approved

Sfescarch Prosprwo. f!£» PEG approval authorized the Direc tor of

his uiociHition mil with tba approval of tha Beszsavh Chatrean,

research funds and to apportion tlsesi esoag individual research

ouch project3 to he subject to. tba usual Agency prooedurea eal

controls • - rh • >V.'! -.W-:;
:

tiio dd/p/tss
research, at .

to obligate
projects,
odsieistrative

' -.‘t. •

•

'
-r -S *. >.

.V£i$S
:• 5.V. i*

:
». • •evi/?

B. Kowcver, in a s^randnci to tba DD/a, doted 13 April 1953, the CCX - 5

recognised that the wltra-saasitlvo nature* of certain research projects in *
, / ?

the Bosesreh Prograa precludes the handling of these projects by Boons of -5“
-
••%¥•*--

•

'usual 'direct contractual rolaticasship*- la order to conceal IB Q&revzsxxto interest

: in or tspoasorsMp of each projects the £61 Ess»re»a»a authorised tte - -

Sfecfcoical Services Mvisicn to c&asvsatd egreeosnts vith ot2»rs to act as -'• -

ostensible nrinciuals or cut*outs in developing and c&isibalnlng tbs desired -;.-
r

;

retationuLii.ua vitli organisations engaged in research in those ultra«sonsitiv© - =

©3-S83 of iates-est to ^•••...abe.sltra-sens.itim portion of the Eeseorcbj
; ?VV

Progrsa vaa iUontimd in the CGI ssooraadwa' by the cryptonya KCHLSBA *
.

_* l'<c~

C. 22$o purpose of tMa paper is to establish procedurea for the control

and financial eci^iristration of fvnda suvanced or disbursed on behalf of*.

KKbXTBA activities*' y ••
.

;
?

' D. i‘or the purposes of this paper, the follo,«?lns dofiaitio»s will apply s

V - 1

. pBOJEGlf - Operational activity subject .to~-~fo«sal Asaucy approval :

;
.

. - procMm^aito wMcii funds and otter resources ore ^: . ;

ftUnthgd for use in perforcsonca, established by wD -
or other elssonta for the

of MMWRV activity,

support including funiing

CBf-OOT Entity or individual used by ?3D for nolo purpose ci-

providlng covert funding channel for IKlddxlA activity.

CSABTSS ... - mtiaata recipient of funds foy research providod '...
.,

• • under *KUim .activity,
^--’T

II. AOSiLOTT COIflHOIt CP FU3D3 :.

J

;v- V.
v |"

'^;C
f

,.,

\

A. ftM dogroe of control to be eserciped by tbs Agency over funds ad*

v»nG >
'l lui ler progroia 2&UISRA, nnd-the point at which accountability for these -

fundi la relimuiuhed ahall bo determined by tho Agency relaticnship with

elements hoiiins cueh funds. Fuads advanced to and hold by cuit-outs, an .'••'

entity uu.dcr the control of any Agency cot^nent, end other Govarcaent Agencies

are c-aa iuerad to be within the control of the /.gensy eni will be so treated

in. Ar.-v.ncy records, rurds edvr-nesd or yaoaefl to »on*Ag)sncy pewcsmel CO©xs«d ia

rccsnrch nro considered to bo quanta and will te charged to costa skoj ovidoncc

"the funds have been ynesed. to the Granted. Control ever Jfuada hold by fixuii-ese

vlll bo cooorclscd throu^j tbs use of acsorondun isccousts* •;
",

.

‘“T-^rw u'^vnrF '-'

-vi

vS



A. Budget proposals from prospective grantees will be reviewed by the
/responsible Branch Chief and forwarded by ocraorandum to the Chief, Technical

'--- Services Division, Shis Ecmoronduia will include a statement regarding the
type and depth of accounting exacted from the grantee and the frequency of
such accountings. .After approval by the Chief, TSD, the amount of the budget
proposal will be obligated on the ellotaent 'records maintained by TSD*

; ,

• ri; B.The Technical Services Division is authorised to advance funds; •

directly to grantees, to cut-outs, or to funding trsebardems (projects) under
the control of 2BD or other Agency conponcnt3, in amounts consistent with
requirements stated in the budget proposals. At the discretion of the Chief,
TSD, or his ccsijpjse, funis bo advancediin the tot^tb^unts of budget

t

proposals but ' should .be limited to partial amounts in. those instances where
- the relationship with the grantee permits.

; IV. AGC0U??IIK3 TRMTlEiifi? ?
'

'
-

''{/A?*

.

r: Since the Agency relationship with each project l«'. the • activity -

' largely determines the choice of. funding methods to be used, this relation-
ship will govern the accounting treatment to be given advances and accountings.

IV The accounting treatseat will be based ©a the following general precepts;

t r.> //l# . tfeaorandica accountability for funds passed directly or indirectly'.if/ti
• to grantees vill be dronced upon receipt of evidence that the funds have

:• been used for the purposes: intended. •
•

.-)*• ..Vi.;: jj. Accountability for fvaidsipassed^to projects under the control of L/-_’,.iv£

TSD cr other Agency corjponentc for the purpose of funding grantees will -1 /
y
V^vr*

;
follow the transfer of such funds/ end will be dropped upon receipt of :

. . evidence the funds-bare been passed to a grantee or otherwise' accounted .

*

for* • v
\.:

; ..

'
.

•* ;„V £?

C. Accountability bv cut-outs fordfuoda Passed to them will be.. dropped ....vy

upon receipt of evidence that the cut-out has passed the funds to the project. -

:S£

. -

A D. Claims for reimbuyeeaent of dlobursejKnts mde from funds belonging, v?!. ’./I

to a project, another entity* or an individual* ...will bo charged to costs.when .t*

paid coil no follow-up will be required other than evidence that the payee actually
:* received payment.

.

- - .•wy..* :

; , V. FINANCIAL AlflXHIS-IBATIOH

i^inancinl Administration &f IKULTRA funds under each of the circumstances
cited in Para* IV, A through C above are further delineated in attachments A
through C. -

. ^
'

. ; „ . - -



ACC0lCiTIf>3 nOH KKULTSA FUM>3 T!Li3$4XH£D 5*0 GRANXEES

iV’
;

css3iwl’''' .

:

Vliera ths relationship between tho Agency end the -grantee. id rntch »o
to pcrsdfc direct passage of ths funds to the grantee, it is presumed ths •

funds ore within the effective control of the Agency until utilised. • \V"-i
Eawever, since these funds ere in feet

:
grants,'.memranduR accountability ,

:

only vill fee Maintained and vill ho dropped^'upon receipt froa tfao project *.
:

c

.\-

,. of evidence that the funds have been used for the purpose intended* - ; -a / :
•

'

ii. rmmujL AsmMis?M?iQ$ '

'

.
'-i'

>-•'
•;

••'
4
*

-*-'**i

'

: t
' ..... . . "V t

;
. -#- - * f T : r^

- •
*

. *
" ' 1 . . *'•“*. v’» • . _•

• jf

A. l&sorondusi control records vill be" mlatalfied ia TSO to reflect-
' te

v;
. ‘3

the. status of all funds advanced to each grantee. Each record will reflect
.

\tba cryptcnya or other..Identification ossi'gnsd' to tho project end vill have ;

.jcalaais entitled Recording Cat©, Advances, Ascouatine»,‘:.v-|
•’end Balance.. The record ulll be^posted inrtfcs Advances coluwa with wsounts .

.

\'~4

passed to the grantee, and in thi accounting,? colmm with saounts disbursed
"

. os shown on approved accountings
-
frea .the grantee. Accountings ' will' fed" ro«

viewed end, if deemd satisfactory,
-
'approved fey the chief of the responsible '

: 1
• branch prior, to recording -ia the control record. If the accounting information...
is included in progress or operating imports, a certification fros* the chief - :

•

of the it?speasifele
r
feriineh rullacrtisg the jjteunt\ expended. way fee used in lieu

of an accounting, jin those instances where a grantee fails to submit and diligent- '

‘ efforts have been rB'te to obtain an accounting, the responsible Branch Chief
•‘my prepare a 'oecorandua to the Chief, Technical Sjtvic«3. Division requesting \

his approval;for write-off of tfee'mtehtricumlvod. ..SMs mmrondum will reflect
the follow-up

.
action previously tekea and tbo reaaon(s) why the Branch Chief

feels further, action is considered useless • Wbea approved ths SK^oranduei
vill bo used ia lieu of an accounting from the grantee.

'

~

- B. fho ' responsible branch of TOD will prepare nod forward to the fimnee .

Division a separate "statosoat” for each recounting received, identified' to
the appropriate grantee." The fetateasnt my be in the form of /is. Eosorundiira ...

to the Authorized Certifying Offion' refleetin^the uco and statue of funds**
held by the grantee, eniifilJL contein tho certificate of the chief : of. tho "

.

responsible branch that £’ I T^tlfy: that* ter feest of ay knowledge and belief t?

the amount shown above va» dichurued to or u«e4 for Agency authorised activities
,

end cervices 'or material have been received , and further advances as r$ay be
directed fey the Agency ere vorrantsd* .5he.documnts upon which this state-
Eonts la b?.a«d are Maintained in -th© -files c-f $SD for security reasons and will
fee fijdo scrollable for review by the Certifying Officer at hia request.'^Jv

<?. The finance D%vision Certifying Officer Is empowered to accept the :

:

:

state-sent in pirfjgsaph II B above for the aizounts shown therein as tho - ;

basis for entries to the Exsoorundua accounts subject to bis later osajnina felon

of tho grantee eccocntins cainteincd in the flics of TAD.
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A* Accountability *o? funds passed through projects' under the control, .
.'•„

Of ¥SD or other A©»ney ces^cneEts vill^follbwltbeltronsfercf such funds, and
.

will bo drooped only v'nen the fuMa have been'accounted for or passed to an •

entity over which tbs Agency exercises no control. Agency conpoceata control^
.
ling such projects vill cs directed- to' furnish- 5SD and Finance Division- v1th .•

deeunentory evidence of each such transfer mda ea behalf of J-iJUIffnA. -

,;; B. Control of tbs ssoveaent of each fends rests with KB end appropriate

'

control and mmtas&m records viH bo Eaintoiaed vithin 2SD to indicate -

tbs status of -these funds at oXX~%S&3i~tov m&asci&nt and audit purposes. .-.
-\" :

it.

.

financial mmzs^Tto^
\. ****'"

A. Aivmces ©tide to projects or otter entities under Agency control for
‘

purposes of funding clearly
1

identified as eucb, in . -V
order to scpivrafeo thea from advances' provided for tbs operation of the : P
project. *Rris PSfUIKSlA funds advanced to funding entities' vill be treated '

;

as fURds in transit and'accounteMllty for theacTfimds vill be Baintainod -. • .
-

.until .receipt of eviuoMo tost:tho funds teve teea passed to the gf&htoo.
.
d ,

I/- B. Projects or other entities vill bo diroctsd to fufttish KB
©nd Finance Division with dootaaantory evidence of each disbursensot ivuSe '‘a

to grantees ciu betelf of ICCOISRAV

d

,

'

-
‘

.V

C. Central records will bo maintained la KB to reflect . the . status of .

:
.loll fur4s odv&ucod to"A$>nay entities for funding I-ftUJEtS great^s^

-
Each

record. vill reflect the ei^ptonjcs essignad to tbs entity holding ti>e funis, -

and vill have columns entitled' Recording" Bate, "GrahtOo - Identification, -

Sransrsittal letter Bate# /advances. Accountings, end Boissce. uhe record *. -

1

?.’

vill be posted in thus Advances Coltarii with bufourto '.passed 'to the project, -' “
';

end in tho Ac'counti.%33 column with amounts disbursed to KKljlSRA grantees- os • :

shown on approved accountings
-

ffrca'tte
-
projoetv Accountings will bo re- ‘ J-'

viewed and, if satisfactory,'“approved by- tfca chief of the responsible branch
. ;

prior to their being recorded -in the control record.
: p, 1 \

• .-'•

D. Iho responsible brooch vill prepare .a separata statesasat for attach**

®?nfc ho each euah accounting. Ena stutci-sat «*y be in the fora of a .

.*
.

• ;.

Swcoranlwa to tho Authorised Certifying Officer rail vill contain tho certificate;
of t)io chief of the reopomitsle breach that S>I certify that to tho boat of r*y •

knowlqd:cs> and belief, the eseu&t(») nttributs«l to rSiUL'KlA on the ettaehsd r • a
accountin;; verc disburccil at Agency direction to authorised ectivitiea, - ;

serviceu anu/or csiteriol bava been rceeived, usd furtfcor advances as isoy bo
directed by ‘tho Agency era warranted. 'V ... :

••

ir* ‘ '•

,

if-i'i, •§ i' *1 i. , -..ji . .

y-:'?*
h=‘!

• : v‘ ‘ \%/t‘ 'TT" ''r^T'
isxs&i z

- fjf j i

y .-vip!>5A TV' -ww&r?
,-y-v -'



€’



JEM* •.

M
V*-. J$05

Attactaont C. ' V '•
'

-
j..

•
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A* Ftio&a advanced to "end bald by cut-outs for tfco purposo ©f ftnKUcg
MKUXAKA grsate88 are considered to b3 vitbln the control of tfco'A^sncy ool 1

'

viH ts eo treated vifchla Agency. “ Aocoiuvtability for such. funds vill

,

follow tbo transfer "of ths fundo ©ad will bo crowed only vbea funds have ;

^
been accounted for* or passed to a grantee* • J , : JJ - , .

.
: .- ^

:• •

; v

.

B* A.grocRcnts k?*&s with cut-outs viH to reduced to vrltlogj .'• vill
' contain tbs basic eleosnts'o? a contract,.- including .tha-.fea to to paid by :

-

..tbo Agsneyj- t'ill proviso for fif^stpd. reports as proscribed by. tM Agency;
1

.; ;

.
and vill prerids tbab eny gronta; &ra the property of tta.^s*8cy»

C» /.gesoy funds advuneoi to ect-outs vlUL-W deposited to bai& aecoosto \

established for tl» sblolj^rpbco of receiving andjdlaburslng -A^sey. funds ik h
-Tha cut-out vill execute a Doolerntica c?'£ruaft-thst the funds therein are ."

•’y.tbo property of Was. United States Covemssnt. . .. ..'. :j; .? -.. ,<v'VX;

-•>-. D» Appropriato control records for and audit purposes vill. .

be ratnt&insd ot nil titsjo vithin SSDT^iMlcdtertM.atatws of fyawlo advanced-
'. to cut-outa* : . ; -...<--

.

• ---.-
;.. ' : •.-...• •- ••; ,. _> p ;

t tv -'.;.v

:

a 0f0:
:
A» Pirida advanced to cut-otfts viH. be tested as funds 'In transit end’ ’ ’

~'aee©ealaM3Lity-for these- funds will to enlct-slned until receipt of evidence "C-

that the funds have been passed to the grantee* B&xueats for Uwaess' vill
laJicata the ejsiount of the odvscce-vMeli vill be passed to the grantee er*!

.
..

the amount which vill be retained- by the cut-out as foes*;- ;•
;• .*-£.£ v .

t .

• 'B* Cut-outs vill be directed to &ub9ib a report at least quarterly,

reflecting the atct.no of ell fuswis edvasced by tha A-^ncy* report vill . :h

reflect tbo ctisbureeswata ideatiflad to specific grebteca end/or proiecta^ 'h- ;.

end the balacec on hand at the erd of the period*'-" ’fSo cat-out accounting '?£%?.

vill rc«iin in tbo files ofJ2S3.1^
AJphctoatable copy of the bosit ' statsnant vi-J

. toother vith copies of tIda cencdllcd thseka vill be submitted aa aoon aa •. .-.

’
•

posaiblo ofter their receipt by the cut-out*. -* y

;

r -. ... y.:hr.V;."'-;

-.5.---.' C. Individual control rccorda vlll ba mintcincd In. 550 to reflect the
: status of ell funi.5 edvanced to cut-outs for {aOJLtiiA bctivitica* Psch record -

vill r.;a'loct tbo nno© or cryytonya • oasHped to the cut-out ««1 vill Jravo

columns cntitJisd I^coralng iUtOj CrUnteo Kfistifiaatlcn, ffrsasRiitt&l loiter •
.

.
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23 January 1964

MEMORANDUM FOR

ATTENTION

Chief Support, TSD

-

^

t

1. Subject MKULTRA vouchers on 21 January 1964, {$4 ,500)

,

and #4^942^8.468) were adjusted by transfer from the£B£55v*H2«9 account
to the fjjggSSBi 42.9 account. In the future it is requested that similar

vouchers contain the crypto of the funding mechanism to be used, as originally

requested and shown on the sample vouchers furnished to your office.

2. The last two vouchers submitted for MKULTRA sub project 110, invoices

9 and 10, were submitted on Request for Advance forms .and not Request for
Payment forms as the payment requires

.

3. Due to the complexity of MKULTRA »s program, you are kindly requested

to use care in preparing vouchers for their submission to this office.
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