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SUBJECT: PROPOSZD CONTRACT AT(04-3)-472

;aéucu THE GENZRAL MANAGER

Tha University of Califoruia under its contract AT(11-1)-GRi~10 with the
ALC han beem comducting two projects for the Division of Biclegy and
Medicine. The one project dealing with the effact of radiarion
(x-irradiated) on the azinyg phenomea in the dog has been in cffect sinca
July 1, 1951. The other projact having to do with the relative toxicity
of strontiur-90 and RA 226 during the growth period of the dox hus been
in effect since July 1, 1956,

Over the years activities under the two projects have changed significantly,
both in the increase of operating expenditures which currcctly approxizste _
$850,0C0 snaually, and the fact that the work is nov all conducted in @
government-ovnad @egregated facility, valued at about §$1,250,000, loested
on the Davis Campus of the University adjacoat to the Univursity facilitlaes.
Because of tha current level of ¢perations and the fact that ths work s
conducted in goverucent-owned segregated fscilities it has been decided

to remove these two projects from the project-type GEN-10 coutrczer end

nake tham the subject of a new contraet AT(04-3)~472 with the University

of California, Davis Campus.

1]
Neyotistions on the new contract began sometime ago and all issues have
been resolved except for a problem concerning the allocatioa of University
of California overhedd to the contract.

It is the policy of the University of Califormia to ayuply a uniform

aniversity—iide overhead rate to all govermant contyacta. ‘ovever, under ) &)
three AYC contracts (Eng. 88, Eng, 36 snd Tem. 12) lowoer overaead rates gJ
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have ysen necotiatad fn raecmniticn of the fact thul the wcrl i3

concucted in goveruwent-owned facilities. The Ualveruity congpead
the voverawent-wide overtead rete should continue Lo e aupling o
protactn undar the naw contract irrespective of toe Taav vinr wo tids

{instazce the work 1« belr;r conducted in 2 sagTegatey and Lav ely self-
contained zovernwent-owned fecility.

Tha method of overhead sllocation proposed by the nivarsity for
contract AT(04-3)-472 13 not in accordarce with thea unifor: povernrent-
wide cost principles applicable to researszh snd developient centraces
with educaticnal inst{tudons as prescribed {ao BOZ Circular Lo. A-21.
The wn!form cost principles provide tihat in certain zases, acue to the
nazure of the work, the facilities or personnel involved or othier
considerations, the spplication of a sinzle indirect expense rata to
Tegearch agreerents may produce inequitakle results to the inatfiution
or tue governmcnt, and tiat such circumstances may Juszdiy taz javelop-
went of two or moxe pocls of indirect expenses. An exanmple cited i
whera a regesrch agrzement or group of sgreenments, or the far’licy

in which such agreenent{s) 1is perfornuwed, provides its oup seivizes to

¢ plenificant degvee, as nay be in the cmae of & baeplial ov a
segresated or off-canpus facilicy,

In keeping with this principla, SAN has proposad thse for tai: contract
the universicy-wide overhicai rate be adiusted dewnward to refle:t an
adjustxent of the use ciaarce {ncluded fc the over.exd vate bacauae che
govermeent ia furulshing 1t own facdlities. Suzh 13 s2lnstazal woula
bave the affeect of reducling the curreat 393 overieal race to eicur 314
anc would gasuzat to ebout $30,000 asrually. While the orcuat (ivelved
may not be particularly aiznifloant te aither party, thwra is ar

i ortant principle favolved, [} ANC were to aceede to the Universitv'a
remast, it would estallish an undesirable precedant, unst onls witn

the Universicy of Califoimie, but with other educatizue. in:titutions.

The Tniversity has fnforued $SAN thet they ecannot soree €3 an .ll:stment
of the owverhead r2ti (3ee atlachai sewsrandus re2 Univervit; s positioun)
and tas asked for & o;partd:nlly to discase this matier wieh ataff during
thalr visit to BHealquoriaers co Februsry 24 mad 25.

The Divisiena of Costracty and Biology and Medicize and the Of(fice

of the Contrcller belluwe tuar the ovarhead rate shculd ne aylusgiad

in this case ana that tle poailion faken By SAM is correct. The matter

is belaug brousht to year stieczion sisee the University reyresentatives may
lacuss talszs zatter with vyie luriny tialr wisie Co Hea.gurtiars,
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