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INTRODUCTION

The allowable cost of performing the work under this Subcontract shall be
the costs and expenses (less applicable income and other credits) that are actually
incurred by the Subcontractor, are applicable and properly chargeable, either as
directly incident or as allocable through appropriate distribution or apportionment,
to the performance of the Subcontract in accordance with its terms and are determined
to be allowable pursuant to this paragraph. The determination of the allowability of
cost hereunder shall be based on: (1) reasonableness, including the exercise of
prudent business judgment; (2) consistent application of generally accepted accounting
principles and practices that result in equitable charges to the Subcontract work; and
(3) recognition of all exclusions and limitations set forth in this APPENDIX A, or
elsewhere in this Subcontract as to types or amounts of items of cost. Allowable cost
shall not include costs of any item described as unallowable in Paragraph B of this
APPENDIX A except as indicated therein. Failure to mention an item of cost specifically
in Paragraph A or Paragraph B shall not imply either that it is allowable or that it is
unallowable. This Subcontract recognizes that audit hereunder will be in accordance
with this contract and contract cost principles and procedures of the Commission
(AECPR 9-15.50) in effect on the date of this Subcontract. The audit might be performed
by the Government Agency having the preponderant workload. However, the Commission
reserves the right to conduct its own audit of expenditures under the contract.

A - EXAMPLES OF ITEMS OF ALLOWABLE COST

Subject to other provisions of this Subcontract, the following examples of
items of cost of work under this Subcontract shall be allowable to the extent indicated.

1. Bonds and insurance (including self-insurance) as provided in
ARTICIE XITII - REQUIRED BONDS AND INSURANCE.

2. Communication costs including telephone services, locel and long dis-
tance telephone calls, telegrams, cablegrams, radiograms, postage snd similar items.

3. Consulting services (including legal and accounting), and related
expenses, as approved by the University, except as made unallowable by Paragraph B-2L.

L. Litigation expenses, including reasonable counsel fees, incurred in
accordance with ARTICLE XXVII - LITIGATION AND CLAIMS.
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5. ILosses and expenses (including settlements made with the approval of the
University and the Commission) sustained by the Subcontractor in the performance of
this Subcontract and certified in writing by the University to be just and reasonable,”
except the losses and expenses expressly made unallowable under other provisions of
this Subcontract.

6. Materials and supplies (including those withdrawn from common stores
costed in accordance with any generally recognized method that is consistently applied
by the Subcontractor and productive of equitzble results).

7. Patents, purchased design, and royalty payments to the extent expressly
provided for under other provisions of this Subcontract or as approved by the Univer-
sity; and preparation of invention disclosures, reports, and related documents, and
searching the art to the extent necessary to make such invention disclosures in
accordance with ARTICLE XIV - PATENTS - of this Subcentract.

8. Personnel costs and related exrpenses incurred in accordance with the
Subcontractor's established personnel policies and programs applicable on a company-
wide basis throughout the Subcontractor's private operations, by collective bargaining
contracts, or by custom in the industry or ar=za, as approved by the University, such as:

a. salaries and wages; bonuses and ircentive compensation; overtime,
shift differential, holiday and other premium pay for time worked; nonwork time includ-
ing vacations, holidays, sick, funeral, military, jury, witness, and voting leave;
salaries and wages to employees in their capacity as union stewards and committeemen
for time spent in handling grievances, negotizting agreements with the Subcontractor
or serving on labor-management (Subcontractor) committees: Provided, however, that
University approval is required in each instence of fotal compensation to an individual
employee at an annual rate of $20,000 or more, when 1% is proposed that a total of
50 percent or more of such compensation be reimbursed under AEC and other Government
cost-type contracts. Total compensation, as used here, includes only the employee's
base salary and bonus and incentive compensation payrents. Work by any person or
group of persons in excess of forty-eight (L&) hours ir any one week shall require
written approval of the University; and, esteclishment of & regular work week in
excess of forty (40) hours shall require the uritten zpproval of the University;

b. legally required contribuilons to old age and survivors' insurance,
unemployment compensation plans and workmen's compensation plans (whether or not
covered by insurance); voluntary or agreed urcn plans providing benefits for retire-
ment, separation, life insurance, hospitalizezion, medicali-surgical and unemployment
(whether or not such plans are covered by insurance);

c. travel (except foreign trzwel whica requires specific approval by
the University on a case by case basis); inciisntal subsistence and cther allowances
of Subcontractor employees, in connection wizth perfcrmance of work under this Subcon-
tract (including new employees reporting for work anc transfer of employees, the
transfer of their household goods and effects znd ths travel and subsistence of their
dependents);

d. employee relations, welfarc, mcra'=, etc., programs, including
incentive or suggestion awards, employee courzeling szrvices, health or first aid
clinics and house or employee publications;
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e. personnel training (except special education and training courses
and research assignments calling for. attendance at educational institutions which
require specific approval by the University on a case by case basis), including
apprenticeship training programs designed to improve efficiency and productivity of
subcontract operations, to develop needed skills and to develop scientific and
technical personnel in specialized fields required in the Subcontract work;

f. recruitment of personnel (including help-wanted advertisement),
including services of employment agencies at rates nct in excess of standard
commercial rates, employment office, travel of prospective employees at the request
of the Subcontractor for employment interviews; and

g. mnet cost of operating plant-site cafeterias, dining rooms and
canteens (attributable to the performance of this Subtcontracz).

9. Rental and leases of land, buildings, and equipment cowned by third
parties where such items are used in the performance of the subcontract, except that
such rentals and leases directly chargeable to the subcontract shall be subject to
approval of the University.

10. Repairs, maintenance, inspection, replacement and disposal (as provided
in ARTICLE XI - PROPERTY) of Government-owned property to the extent directed or
approved by the University. Subcontractor is hereby directed to perform minor repairs
and routine maintenance and inspection of Government-cwned property in accordance with
sound industrial practice.

11. Repairs, maintenance and inspection of Subcontractor-owned property used
"in connection with the performance of this Subcontract including reasonable standby
facilities which are due to ordinary wear and tear from use and the action of the
elements provided such maintenance and repalrs keep tne property in efficient operating
condition and do not add to its permanent value or avpreciab.y prolong its intended
useful 1life; and major repairs (including replacement, to such property as directed

or szpproved by the University, when charged directly =o the Subcontract.

12. gSpecial tooling, including Jjigs, dies, Zixtures, molds, patterns,
designs and drawings, tools and equipment of & specic’ized nzture generally useful
to the Subcontractor only in the performance cI this Subcontract.

13. Subcontracts, purchase orders and purcrzses from Subcontractor con-
trolled scurces subJject to approvals required ty other provisions of this Subcontract.

14. Subscriptions to trade, business, techric

al, evd professional periodicals
as approved by the University when charged dirsctly <o the S:t

contract.

15. Taxes, fees and charges levied t publi: agenciz=s which the Subcontrac-
tor is required by law to pay, except those wrich ars sxpress.y made unallowable under
ARTTCLE XXVIII - TAXES, or under any other prcoision:z of —he Subcontract.

16. Utility service ircluding electrisizy, zas, wa-2r, steam, and sewage.

17. Equipment and services necessary to carry out :z2¢
safety measures under this Subcontract as approved b the Uri-ve

urity, health and
rsity.
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18. The costs of preparing bids and proposals tc the extent approved by
the University, but not to exceed one percent (1%) of the direct material and direct
labor costs of the Subcontract work.

19. The cost of independent research anc development ©o the extent approved
by the Commission through the University.

20. TItems of cost which are not expressi disailcwed by any other provisions
of thie Subcontract and specifically certified in writing by the University as belng
reasonable and necessary to the performance >f work under this Subcontract.

B - EXAMPLES COF ITEMS OF UNALLOWABLE COSTS

The following examples of 1tems of cost er2 unallowable under this Subccn-
tract to the extent indicated:

1. Advertising, except (a) : isirg and (b) other advertis-
ing {such asz costs of participation in exhibits ariz by tae University as cleariy
in furtherance of work performed under the oubccnt;

o~

2. Bad debts (including expenses of collz:t.on) znd provisions for bad debt:
not arising cut of the performance c¢f this Subcontrzot.

3. Bonuses and similar ccmpensati-n urnder any othesr name, which (a) are not
pursuant tc an agreement between the Subcorntirac zad employee pricr to the renderirng
of the services or an established plan consicsterntliy 2llowed by the Subcontractor,

(b) are in excess of those costs which are ziiow by the Internal Revenue Code and
regulations thereunder, or {(ci provide tots: : tc an emplcyee in excess of
reasonable compensation for the services rerce

L, Commissions, bonuses ard fees (unﬁer wnatever name) in connection with
g ¥ a modificaticn thereto, except
_ished selling organizations main-
ing Zovernment business.

when pald to bona fide empLoyees or bona f1C€
tained by the Subcontractor for the purpcse o

5. Contingency reserves provisicr: - rovicsiong for reserves under a
self-insurance vrogram to the extent that tr= =t . :ﬁveV“ge, rates znd premiums
would be allowable if commercial insurance =7 : * over tne same risk, as

apprcved by the University).
6. Contributicns and donations.

zpplicaticn of methods

‘nternal Revenue (Code of

ance (using a rate not

epreciezlon been com-

itg metnods, on the basi:z

lated fiz=d assets les

2d ugefu_ 1life. Amart:

.7 asset: or of assetcs
gocounT d1s unallcwable

7. Depreciatior In excess of tha=
apprcved for use by the Internal Revenue Ser:
1954, as amended, including the straight-lir=,
exceeding twice the rate which wculd have b=
puted under the straight-line method) or sum
of expected useful 1ife to the cost of acqguls
estimated salvage or residual value at the =7
zatlon or deprecietion of unrealized appreci:z
fully amcrtized or deprecizted on the Subcorzis .

&. Dividend prov roprieturs

and partners, dLSLFlbuTLUHD o

on Or payments . 1o oihe
profit.’

o]
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9. Entertainment costs, except the costs of such recreational activities
for on-site employees as may be approved by the University or provided for elsewhere
in this Subcontract.

10. Fines and penalties, including assessed interest, resulting from
violations of, or failure of the Subcontractor to comply with Federal, state, or
local laws, or regulations, except when incurred in accordance with written approval
of the University or as a result of compliance with the provisions of this Subcontract.

11. Government-furnished property, except to the extent that cash payment
therefor is required pursuant to procedures of the Commission applicable to transfers
of such property to the Subcontractor from others.

12. Insurance (including any provision of self-insurance reserve) or any
person where the Subcontractor under the insurance policy is the beneficiary directly
or indirectly; and insurance against loss of or damage to Government property as
defined in ARTICLE XI- PROPERTY.

13. Interest, however represented (except interest incurred in compliance
with ARTICLE XXVIII - TAXES), bond discounts and expenses, and costs of financing
and refinancing operations.

1k. TLegal, accounting, and consulting services, and related costs incurred
in connection with the preparation of prospectuses, preparation and issuance of stock
rights, organization or reorganization, prosecution or defense of anti-trust suits,
prosecution of claims against the United States or contesting actions or proposed
actions of the United States and prosecution or defense of patent infringement
litigation.

15. Losses (including litigation expenses, counsel fees, and settlements)
on, or arising from the sale, exchange or abandomment of capital assets, including
investments; losses on other contracts including the Subcontractor's contributed
portion under cost-sharing contracts; losses in connection with price reduction to
and discount purchases by employees and others from any source; and losses where
such losses or expenses:

a. are compensated for by insurance or otherwise; or which would
have been compensated by insurance required by law or by written direction of the
University but which the Subcontractor failed to procure or maintain through its
own fault or negligence, or which could have been covered by permissible insurance
in keeping with ordinary business practice but which the Subcontractor failed to
secure or maintain;

b. result from wilful misconduct or lack of good faith on the part
of any of the Subcontractor's directors, corporate officers, or managerial
personnel, as defined in ARTICLE XI - PROPERTY .

¢. vrepresent liabilities to third persons for which the Subcontrac-

tor has expressly accepted responsibility under other terms of this Subcontract.
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16. Maintenance, depreciation, and other costs incidental to the Subcon-
tractor's idle or excess facilities (including machinery and equipment) other than
reasonable standby facilities.

17. Membership in trade, business, and professional organizations except
as approved by the University.

18. Pre-contract costs, except as expressly allowable under other
provisions in this Subcontract.

19. Reconversion, alteration, restoration, cr rehabilitiation of the
Subcontractor's facilities, except as expressly provided elsewhere in the Subcon-
tract.

20. TIndependent research and development costs, unless specifically
provided for elsewhere in this Subcontract.

21. Selling costs, except to the extent they are determined to be
reasonable and to be allocable to the Subcontract. Allocability of selling costs
to the subcontract will be determined in the light of reasonable benefit to the
agency program arising from such activities as technical, consulting, demonstration,
and other services performed for such purposes &s applying or adapting the Subcon-
tractor's product for agency use.

22. Storage of records pertaining to this Subcontract after completion of
operations under this Subcontract irregpective of contractual or statutory require-
ments of the preservation of records.

23. Taxes, fees and charges in connection with financing, refinancing, or
refunding operations, including the listing of securities on exchanges; taxes which
are paid contrary to ARTICIE XXVIIT - TAXES; Federal texes On net income and excess
profits; and special assessments on land which represent capital ilmprovements.

24 . Salary or other compensation (and expenses related thereto) of any
individual employed under this Subcontract as a consultant or in another comparable
employment capacity who is an employee of another crgarization and concurrently
performing work on a full-time annual basis for thai organization under a cost-type
contract with the Commission, except to the extert that cash payment therefor is
required pursuant to the provisions of this Subcontract or procedures of the
Commission applicable tc the borrowing of such ar individual from another cost-
type contractor.

25, First-class alr travel in excess of the cost of less than first-class
air accommodations, except when less than first-class accommodations are not reason-
ably available to meet necessary migsion reguircments, such as, where less than
first-class accommodations would:

a. Require circuitous routing.

b. Require travel during unreascczble nours

¢. Greatly increase the daratior of the filzht.

€. TResult in additional costs whiich would cffset the
transportation savings.

e. Offer szccommodaticons which are not resascnably
adequate for the medical need: of the traveler
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C - OVERHEAD

1. Pending {inal audit and determination of overhead, Subcon-
tractor shall be paid a provisional overhead rate as approved by the
University from time to time and authorized in writing by the University.
Such provisional payments will be adjusted to the actual overhead costs
and expenses determined as set forth in this APPENDIX A and principles
herein established.

2. When actual reimbursable overhead costs have been deter-
mined pursuant to this Subcontract, adjustment shall be made for the
difference between the sum to be determined and the sum of the
provisional payments made under Paragraph C (1) above.

3. Provisional and/or final general overhead costs for
this Purchase Order and changes thereto, shall be limited to an
amount not to exceed 103% of direct labor, including payroll burden,
charged to this Purchase Qrder.

4, pProvisional and/or final general and administrative
expense for this Purchase Order and changes thereto, shall be limited
to an amount not to exceed 9% of total allowable costs under this
Purchase Order.

ACCEPTED: AUTHCRIZED:

MONSANTO RESEARCH CORPORATION UNIVERSITY OF CALIFORNIA
LAWRENCE RADIATION IABORATORY

By /s/ K. Warren Easley By /s/ C. L. Blue

Vice President C. L. BLUS
Title Dir. of Govt. Relatioms Title Procurement Manager
Lawrence Radiation Laboratory

Date 29 Oct. 1965 Date October 18, 1965
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