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The Honorable Speaker of the Assembly

The Honorable President pro Tempore of the Senate

The Honorable Members of the Senate and the
Assembly of the Legislature of California

Members of the Legislature:

Your Joint Legislative Audit Committee respectfully submits the
Auditor General's report concerning the California Agricultural
Experiment Station.

The Auditor General found that the CAES:

- Has no current management plan for detailing research
objectives and evaluating the effectiveness of research

- Does not routinely provide to the Legislature information
on research programs supported by state appropriated
research monies

- Provides limited research support in the Community and
Economic Development program area and in urban pest
problems

- Fails to recover indirect costs for privately-sponsored
research due to weaknesses in gift, grant, and contract
procedures

- Uses restricted pesticides without permits.

The auditors are William M. Zimmerling, Audit Manager;
Robert J. Maloney; James H. McAlister; Noriaki Hirasuna; and
Karen Strand. :

Respectfu submitted,

sJ FLOYD MORI
Chairman, Joint Legislative
Audit Committee
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SUMMARY

The California Agricultural Experiment Station (CAES)
is the Tlargest 1in the nation conducting research on
agriculture, rural life, and agriculturally related problems.
Most of this research is conducfed at the Berkeley, Davis, and
Riverside campuses of the University of California. The CAES
has approximately 900 researchers and, in fiscal year 1978-79,
had a budget of over $63 million; 62 percent of these
expenditures were state general fund appropriations. Research
is conducted under seven major program goals in research areas
ranging from agricultural production and marketing to community

and economic development.

The CAES has contributed significantly to agriculture
in certain areas of research. But, while the CAES has
extensively supported research in the agricultural production,
product improvement, and protection of plants and animals, it
has provided only limited support in the community and economic
development research area--including research concerning the
rural poor. Limited support has also been provided for the
research of urban pest problems. Furthermore, the CAES does
not routinely apprise the Legislature of research expenditures

supported by state appropriations.



Our review also disclosed weaknesses in the gifts,
contracts, and grants area. For example, by classifying as
gifts funds to support specific research, the station has
failed to recover indirect costs. Funds meant to support
specific research projects should be classified as grants or
contracts. In addition, inequitable assessments of indirect
charges on certain grants and éontracts have exempted certain

organizations from paying indirect costs.

We further found that some CAES researchers were
using restricted pesticides without permits. Also, no
systematic records were maintained at the University on persons
who could have been exposed to restricted pesticides during

testing.

To correct these deficiencies, we recommend that the
California Agricultural Experiment Station consider establish-
ing both a management plan detailing research priorities and a
system to evaluate the effectiveness of research. These should

be made available for legislative and public review.

In addition, we recommend the CAES

- Develop and implement improved procedures (1) to
ensure that projects funded for specific
research interests are classified as grants or
contracts and (2) to guarantee that appropriate
overhead charges are assessed.
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Implement and enforce more effective controls
over pesticide use and maintain records on all
restricted pesticides. These activities should
be coordinated through one central office with

branches on each campus.



INTRODUCTION

In response to a resolution of the Joint Legislative
Audit Committee, the Office of the Auditor General has reviewed
certain operations of the University of California. Our
review, conducted under the aﬁthority vested in the Auditor
General by Government Code Section 10527, focused on research
activities conducted by the California Agricultural Experiment

Station (CAES).

During this audit of the California Agricultural
Experiment Station, we reviewed the sources of funds supporting
research projects, evaluated research policies and procedures
relating to the CAES, and analyzed the prioritization of
research. We also evaluated controls over restricted

chemicals.

Furthermore, we reviewed CAES research funding by
individual projects, determined the source of funds over a
three-year period, analyzed the procedures researchers used to
obtain funding, reviewed gift and grant documentation, and
interviewed researchers and administrative staff within the

CAES.



BACKGROUND

This section of the report traces the history of
agricultural research in California. Also, it details the
organizational structure of the California Agricultural
Experiment Station and discusses the station's research

contributions, program goals, and sources of funding.

Program History

Education and research in agriculture have been
supported in California by federal and state legislation. At
the federal level, Congress approved the Morrill Act in 1862
which gave public lands to states for the benefit of
agriculture and the mechanical arts. Following this act, the
California Legislature passed the Organic Act of 1868. This
act established the University of California and mandated that
the College of Agriculture be the first college established

within the University.

Then in 1887, Congress passed the Hatch Act which
provided federal funding for agricultural research through the
establishment of state agricultural experiment stations (SAES).

Through this act, Congress set policy to promote research in



agriculture and rural life. Specifically, the act emphasized
research contributing to an effective agricultural industry,
research focusing upon broad problems of agriculture, research
developing and improving rural life, and research contributing
to the welfare of the consumer. The act further required that
the State provide support at Tleast equal to the federal
contributions. In 1955, Congress continued support for
agricultural research by passing Public Law 84-352 (69 Stats.
671, 7 U.S.C. 361a-361j) which incorporated the Hatch Act and

subsequently related acts.

Organization

The Division of Agriculture and University Services
within the University of California is responsible for
coordinating research and extension activities throughout the
University. The Vice President of Agriculture and University
Services, University of California, has overall administrative
responsibility for the activities of the California
Agricultural Experiment Station, which conducts research at the
Davis, Berkeley, and Riverside campuses within the University
of California system. The Vice President also serves as the
Director of the California Agricultural Experiment Station and

as the Director of the Cooperative Extension Service.



Associate Directors of the CAES are located at each of the
three campuses. Each Associate Director is also the Dean of

the College of Agriculture on each campus.*

Approximately 900 CAES academic personnel are located
in over 50 academic departments and organized research units at
the three campus sites and at nine field stations and other
facilities. These personnel, most of whom hold joint research
and teaching appointments, conduct research in the various
agricultural colleges and in the other facilities. Their time
is allocated between teaching duties in the University and
research activities in the CAES. In fiscal year 1977-78, these
researchers devoted the equivalent of 534 scientist years to

1,148 research projects within the CAES.**

CAES' Contributions
to Research

The California Agricultural Experiment Station has
made substantial contributions to agricultural research. The
CAES has assisted in the development of agriculture within the
State and has contributed to California's achievements in
agricultural production through research, extension, and

teaching activities.

* An organizational chart of the Office of Agriculture and
University Services is presented as Appendix A.

** A scientist year is the equivalent of one scientist working
full time for one year.



California's prominence in agricultural production
serves to emphasize the importance of CAES' contribution to
research. As the number one agricultural state in the United
States, California produces approximately 20 percent of the
nation's food crop. Virtually none of the food and fiber crops
now produced in California is native; nonetheless, research has
contributed to the State's commercial production of over 200

different commodities.

CAES researchers have wide latitude and independence
in determining the subject and direction of their research
activities, even though their projects are approved by their'
peers, the departmental chairperson, the Dean of the College,
and the Vice President of Agriculture and Services. Most CAES
researchers obtain extramural funding to support their research
activities. These sources of funding provide additional
support for research needs and for such necessities as research

assistant salaries, travel, and other project expenses.

Federal Reporting Requirements

The Federal Government imposes certain reporting
requirements on agricultural experiment stations. In 1966, the
United States Department of Agriculture (USDA) developed the
Current Research Information System which established
systematic classification categories for the broad areas of

research being conducted throughout the country. Appendix B



describes this system and Tists the research areas. A1l state
research projects are coded to this system. The resources and
expenditures for all research projects, narrative information
on the type of research being conducted under each project, and
a list of publications resulting from the research are reported
to the USDA yearly. Agricultural researchers throughout the
country apply to the USDA fdr approval of their research
projects. If the USDA determines that the research does not
meet national research goals, the project may be conducted as a

state project.

Program Goals

The USDA has classified national research efforts in
agriculture into nine research goals. Under each research
goal, individual research problem areas more specifically
describe the type of research conducted. Appendix B lists the

research goals and problem areas.

The California Agricultural Experiment Station groups

the USDA research goals into three categories:

- Natural Resources and Environmental Quality;

- Commercial Agriculture--Production, Processing,

and Marketing;

- People-Oriented Research--Consumer, Family, and

Community.



The CAES has also established seven broad program
goals. These consist of a number of research problem areas
which are common to both the USDA and the CAES classification
systems. Table 1 below lists the seven goals of the CAES.

TABLE 1

CALIFORNIA AGRICULTURAL EXPERIMENT STATION
RESEARCH PROGRAM GOALS

I. Renewable Natural Resources Conservation and
Management

II. Environmental Enhancement and Recreation

III. Production Capacity and Efficiency of Domestic Plants
and Animals

IV. Product Improvement and Marketing
V. Protection of Plants and Animals
VI. Family and Consumer Welfare

VII. Community and Economic Development

Funding

The California Agricultural Experiment Station is the
largest of all the state agricultural experiment stations with
expenditures in fiscal year 1976-77 accounting for
approximately 9.3 percent of the total national SAES budgets
($55,407,000 out of $594,220,000). The Davis campus, one of
the three campuses of the CAES, has a larger budget than any

other state agricultural experiment station. Its 1976-77
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fiscal year expenditures totaled $28,296,860. In comparison,
the Florida station, the second largest state experiment
station, had expenditures of $28,151,000 in fiscal year
1976-77.

Expenditures for ther CAES for fiscal year 1978-79
totaled $63,783,213.* The sources of these funds are detailed

in Table 2.

TABLE 2

CALIFORNIA AGRICULTURAL EXPERIMENT STATION
EXPENDITURES
FISCAL YEAR 1978-79

Source Amount
State Appropriations $39,645,201
Other State Monies 3,836,958
Federal funds 14,949,797
Endowments 1,002,571
Gifts and Private Grants 3,596,836
Other 751,850

TOTAL $63,783,213

* See Appendix C for a schedule of these funds by fund source
and by campus.
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AUDIT RESULTS

CALIFORNIA AGRICULTURAL EXPERIMENT
STATION RESEARCH PRIORITIES ARE NOT
CLEARLY DEFINED AND RESEARCH
IN CERTAIN AREAS IS LIMITED

The California Agricuitura] Experiment Station does
not have current clearly defined and updated research
priorities or program assessment procedures which are available
for legislative and public review. Without such priorities or
procedures, it is difficult to assess the performance of the
CAES. While the CAES has accomplished much worthwhile
research, it has neither met previously established objectives
in community and economic development research nor supported
needed research in urban areas. Scientist years in the area of
community and economic development, for example, declined by
nearly 50 percent, from 16.1 years in fiscal year 1975-76 to
8.41 years in fiscal year 1977-78.

The California Agricultural Experiment Station
conducted research in fiscal year 1978-79 with a $63.78 million
budget. Sixty-two percent or $39.65 million of this amount was
provided by the state general fund and was approved by the
Legislature within the overall University of California budget.
The University of California is a constitutionally created

agency which has been historically free from Tlegislative
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control. This independence is reflected in the University's
budget submissions which have provided little detail on the use

of state funds for research.

Current Research
Plans and Procedures

Since the issuance of.a five-year plan in 1972, the
CAES has not formally updated its research objectives. In
1972, the Vice President of Agriculture and University Services
issued a five-year plan which established broad programs for
research in the California Agricultural Experiment Station.
Subsequent to this plan, the three campuses in the CAES issued
their own plans 1in an attempt to specify the research
objectives they hoped to accomplish and the means by which
those objectives would be reached. However, except for the
Davis station research plan which was published in 1979, these
plans were not updated and did not project goals and objectives

for research conducted in 1978 or 1979.%*

The most recent plan for the CAES station at Davis,
issued in March 1979, updated the goals Tlisted in the 1972
plan, noting that "since 1972, when the Five-Year Plan for the
California Agricultural Experiment Station was written,

significant changes have taken place in the state, the nation,

* Updated plans for the CAES as well as for the Berkeley and
Riverside campuses were being prepared but had not been
issued during the preparation of this report.
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and the world." The 1979 Davis plan, by far more comprehensive
than earlier plans, projects research efforts for 1980-81 and
notes broad research program goals that require increased

resource allocations.

Aside from these Timitations in current planning, the
CAES also lacks procedures for evaluating research objectives.
The CAES has been operating under broad research goal
classifications and reporting systems as established by the
USDA, but it has no current published managerial plans by which
to establish specific project research priorities or by which
to evaluate the research operations of the three campuses

within the CAES.

Application of
Research Resources

Our analysis disclosed substantial variation in the
distribution of resources for various types of research
programs. One way of measuring the amount of CAES resources
devoted to an area of research is to examine the number of
scientist years expended on that area. The following table
lists the scientist years for fiscal year 1977-78 and shows how
fund expenditures and scientist years have been applied within

the seven program goals.
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Table 3 demonstrates where CAES research efforts have
been focused. The CAES has strongly supported research
activities in the goals of production capacity and efficiency
of domestic plants and animals and the protection of plants and
animals. About 54 percent of CAES' resources were devoted to

research in these goals.

Limited Support for
Research in Community and
Economic Development

and Urban Areas

Although the CAES has emphasized the program goals of
agricultural production and plant and animal protection in its
research efforts, it has provided Timited support to other
important program goals and areas. For instance, it has
offered only limited support to the program goal of community
and economic development even though research areas within this
goal are mandated by the Hatch Act. The CAES has also provided
1imited support to research in the area of pests in the urban

sector.

Research in Community and
Economic Development

The research program goal of community and economic
development has received Timited research support in the
California Agricultural Experiment Station. Although the 1972

five-year plan projected that the number of scientist years
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devoted to this goal would more than double between fiscal
years 1970-71 and 1975-76, this increased level of effort had
not been reached. Scientist years in the area of community and
economic development declined by nearly 50 percent, from 16.1
years in fiscal year 1975-76 to 8.41 years in fiscal year

1977-78.

The Hatch Act directed that agricultural experiment
stations conduct "such investigations as have for their purpose
the development and improvement of the rural home and rural
life." The California Agricultural Experiment Station's
commitment to this research was demonstrated when, in 1972, the
Division of Agriculture and University Services' five-year plan
stated that one of its missions was "to contribute to the
improvement of man's health and his economic and social
surroundings, particularly in rural areas...." In 1977, the
Director of the CAES restated the commitment to conduct

research in the area of community and economic development.

Research program areas within the community and
economic research goal include the economic potential of rural
people, causes of poverty among rural people, and improved
income opportunities in rural communities. Expenditures and
scientist years for the entire community and economic

development program goal are shown in Table 4.
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TABLE 4

COMMUNITY AND ECONOMIC DEVELOPMENT RESEARCH

FISCAL YEAR 1977-78

Research Problem Areas

Technical Assistance to
Developing Countries

Competitive Interrelationships
in Agriculture

Causes of Poverty among
Rural People

Improvement of Economic
Potential of Rural People

Structural Changes in
Agriculture

Improved Income Opportunities
in Rural Communities

Improvement of Rural Community
Institutions and Services

Research on the Management
of Research

TOTAL

Total
Expenditures

$ 32,008
10,525
32,378
80,765
91,758

204,799

91,475

142,738

$686,446

Scientist
Years

1.10

.18

.32

1.06

1.15

1.11

[e)]
o

o
D
—

These research areas constitute only 1.57 percent of the total

‘scientists years and only 1.16 percent of the total CAES

expenditures for fiscal year 1977-78.

As previously mentioned

in this section,

the 1972

five-year plan projected that the number of scientist years in

the community and economic development goal would be increased
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from 7.4 in fiscal year 1970-71 to 21.0 in fiscal year 1975-76.
This increased Tlevel of research effort was not reached;
moreover, there has been a decline of almost 50 percent in
actual scientist years devoted to this goal between fiscal

years 1975-76 and 1977-78.

An example of the 1im1ted support in this goal is
illustrated by the program area causes of poverty among rural
people. Recent research indicates that California's poor are
concentrated in areas of large-scale high-yield agriculture,
with the exception of the poor in the Los Angeles area.*
However, the CAES expended only $32,378--.05 percent of the
total CAES expenditures and .32 scientist years researching

this area.

Research in
Urban Area Pests

The CAES has conducted studies of urban area pest
problems since these problems are similar to those in the
agricultural environment and affect Californians at large. The
CAES has approved research on urban pests, the effects of
pesticide use within urban areas, and the problems of rodents.
The Federal Government has also approved urban research

projects for funding under the Hatch Act. However, while the

* Draft report -- Poverty in the State of California,
D. MacCannell, University of California, Davis.
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economic loss due to urban area pests is significant, the CAES
directs only a limited amount of resources toward research in

this area.

Economic loss to California crops from plant pests
totaled $589 million in 1977. For fiscal year 1977-78, the
CAES conducted research on projects to control agricultural
pests; this research was supported by 45.1 scientist years and
$4.6 million. In contrast, research efforts in the urban pest
area during fiscal year 1977-78 amounted to approximately 5.3
scientist years and $.5 million. VYet the cost to the general
public from pests in the urban sector amounted to over $300
million. For example, termite problems in the urban sector
result in over $137 million worth of damage a year in
California and vertebrate pests (chiefly rodents) destroy about
$93 million worth of foodstuffs in the State in agricultural
and urban settings. Despite these 1losses, only about 1.5
scientist years are devoted to termite research, and about 1.2

scientist years are devoted to rodent research annually.

Aside from the verifiable dollar losses resulting
from pests in the urban sector, there are also the costs of the
general public's attempt to control pests. It 1is estimated
that the cost of these materials alone is $45 million. Urban

Californians use an estimated 35 to 40 million pounds of

-20-



pesticides a year. Recent research indicates that very little
is known about homeowners' uses of pesticides. CAES support

for research in this area has been limited.

CONCLUSION

The California Agricultural Experiment Station has no
current formal plans which outline 1its research
efforts and which are available for public and
legislative review. Since the 1972 five-year plan is
outdated and the CAES has no formal plan on the
relative importance of all areas of research, we
could not ascertain why support for research in the
community and economic development and urban pest
areas was limited while other research areas were
emphasized. Likewise, the Legislature cannot
determine what research programs are funded equitably
because the University requests funds for unspecified

agricultural research.

RECOMMENDATION

The California Agricultural Experiment Station should
consider (1) preparing a management plan which
contains overall research priorities for funding and
(2) establishing a system to measure the

effectiveness of the California Agricultural
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Experiment Station in fulfilling its research
objectives. This plan should be periodically updated
for purposes of management evaluation and measurement
and should be available for legislative review and

public study.

MATTERS FOR CONSIDERATION
BY THE LEGISLATURE

The Legislature may wish to require the University of
California, in its agricultural research budget
request, to specify how state monies will be used to
support specific California Agricultural Experiment

Station research programs.
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CALIFORNIA AGRICULTURAL EXPERIMENT STATION
IS NOT RECOVERING INDIRECT COSTS

The California Agricultural Experiment Station does
not always recover appropriate indirect costs for research
activities as required by University regulations.* A previous
Auditor General report issued in September of 1978 reported
this failure to recover indirect costs, and this deficiency
still exists.** Furthermore, certain funds received from
private sponsors to support specific tests and investigations
are being incorrectly classified as gifts, which under
University policy are not subject to indirect cost charges.
Many private grants and contracts which are subject to indirect
costs have been exempted from these costs. As a result, some
private sponsors who do pay indirect costs are receiving
inequitable treatment. Moreover, these practices have caused
the State to subsidize certain privately sponsored research

activities.

* Indirect costs include costs not readily identifiable with
or incurred as the result of specific research activity but
those costs generally applicable to research activity. This
category includes such costs as maintenance and operation,
building and equipment use allowance, administration,
libraries, and student services.

** Review of Privately Supported Research, Report No. 715.9,
Office of the Auditor General, California State Legislature,
September 1978.
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University Requlations

The University of California is required to recover
direct and indirect costs from outside agencies for research
conducted by the University. University Regulation No. 4
states in part that "for all tests and investigations made for
agencies outside the University, a charge shall be made
sufficient to cover all expenses, both direct and indirect."
The practice of recovering indirect costs from the sponsors of
research 1is to ensure that such costs associated with that
research are not borne by the State. The University's current

base rate for indirect costs is 29.6 percent of direct costs.

Previous Auditor General
Report No. 715.9

The Auditor General's report, Review of Privately

Supported Research, issued in September of 1978, examined

research activities throughout the UC system. The report noted
that certain funds received from private sponsors in support of
a large number of research projects were classified as gifts.
These projects, however, exhibited characteristics normally
associated with grants and contracts. By incorrectly
classifying as gifts funds received from private sponsors to
support specific research activities, the State was subsidizing
privately supported research. Furthermore, the report
disclosed that the University reduced or eliminated indirect

costs on some privately sponsored grants and contracts.
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To correct these problems, the report recommended
that the University recover full indirect costs of privately
sponsored research, develop a clear definition of a gift, and
vigorously enforce wuniversity policy so that privately

sponsored research will not be classified as gifts.

The University's official response to the report's

conclusion and recommendations said in part

More rigorous enforcement of this policy is
clearly needed and 1is being put into
effect.

Funds received from private entities for
the support of research should be subject
to review to determine that such research
conforms to University regulations and,
when appropriate, is subject to policies
and procedures governing the conduct of
sponsored research. The University is
currently developing a policy which will
provide more specific guidance concerning
such reviews including application of
indirect cost rates where sponsored
projects are involved, as contrasted to
outright gifts for support of research.

Research Funds Improperly
Classified as Gifts

We reviewed correspondence from the period prior to
the issuance of report 715.9 and found that sponsors might

specify one or more of the following conditions:

- The experiment would be carried out under

conditions specified by the sponsor;
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- The sponsor's personnel would direct certain

activities;

- Certain reports were required; and

- The final report would be furnished to the

sponsor before being published.

We then vreviewed gifts, grants, and contracts
received by the California Agricultural Experiment Station
during the year following the issuance of report 715.9, and we
determined that many research projects are still partially
supported by funds in the form of gifts from private sponsors.*
Moreover, some sponsors still specified in writing certain
terms and conditions to be followed. Once classified as gifts,
the funds received were not subject to indirect cost charges
and the total amount could be used to support the research

objectives.

The following letter which accompanied a gift from a
chemical company to the CAES illustrates the practices

criticized by report 715.9.

* Certain research projects receive extensive gift funds. Gift
money to support CAES research for fiscal year 1977-78 was
provided to 460 projects out of 1,148 and amounted to
$3,262,176. One hundred and fifty projects expended more
than $6,000 each 1in gift money. These 150 projects,
representing 13 percent of the total projects, received
85 percent of the total gift funding. This concentration of
gift money was primarily in the areas of production capacity
and efficiency of domestic plants and animals, and protection
of plants and animals.
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It was a pleasure talking to you this
morning and discussing our cooperative
research program on (crop) and (crop) with
our (pesticide) and (pesticide).

I think the rates of (pesticide) in (crop)
of 1, 2 and 3 gallons per acre in the row
should prove very successful. I also feel
that the rates which we discussed for the
(pesticide) and (pesticide) should be
equally successful.

I am enclosing a grant-in-aid of $1,500 to
help defer some of your expenses in these
tests.*

Eight months after report 715.9 was issued, the
University continued to classify money received from this
chemical company as a gift, although it was intended to fund
the same type of research on the same pesticide. This letter

from the University verifies the classification:

This will acknowledge receipt of your check
No. 0643 dated April 12, 1979 in the amount
of $2,000.00 to establish a grant-in-aid in
support of (pest) control studies with
(chemical name) under the direction of Dr.
(name), (department), University  of
California, (campus).

On behalf of the President and The Regents
of the University of California, I am
pleased to accept this gift and to assure
you of our sincere appreciation for the
generous support and interest of (company)
in our research efforts.

* The University defines grant-in-aid as a gift.
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The next Tetter indicates that the CAES was
conducting specific tests and investigations for a chemical
company; however, no indirect costs were recovered as required
by University Regulation No. 4. Dated seven months after the
issuance of report 715.9, this correspondence from a chemical
company representative preceded a check for $1,000 which was
classified as a gift to a UC researcher.

I would 1like to briefly summarize our

conversation concerning your work with

(company product) on (weed). We understand

you will apply (company product) at rates

of 2 and 4 1bs. ai/A, and (company product)

plus (chemical), at 1 + 1 1bs. ai/A. These

rates will be applied at two locations in

California.

Thank you for your interest in (company)
products.

Fees for Service

Other correspondence indicates that UC researchers
have received fees for certain services in the form of gifts.
In analyzing correspondence within this department, we
discovered these Tletters which the CAES sent to a private
company. The first letter returned the check to the company
because the sender had indicated a fee for service on the
check.

I am returning your check for $125 payable

to the Regents of the University of

California as a fee for (activity). We

cannot accept this check as a gift or grant
to the University for (activity) because of
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The second letter

CAES sent after the company had submitted the replacement

check.

evidenced by excerpts from two letters from the CAES to a

the nature of the information on the check.
Would you please send to me a check of the
standard type, made out to the Regents of
the University of California for the $125,
and if you wish to state the purpose for
which the $125 dis being paid for your
records, please give that in a separate
letter or note.

I am sorry to put you to this trouble and
look forward to receiving the replacement
check.

I am writing to acknowledge receipt of your
firm's check in the amount of $125 received
as a grant-in-aid in support of research in
(research area and research area) at
(department). This expression of your
interest in our efforts at the (department)
is very much appreciated.

Another illustration of charging fees for a study is

private company.

With this letter I am forwarding two copies
of Final Report No (xxx) entitled (title)
by (researcher) and (researcher). This is
the final report of the study concerning
your company's pesticides, (names of
pesticides).

In accordance with earlier agreements,
costs for this study totalled $885.
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After receiving the payment for the service, the
University acknowledged the receipt of funds as though it was a

gift by dispatching the following Tetter.

I am writing to acknowledge receipt of your
company's check in the amount of $885 as a
grant-in-aid in support of research here at
(department) 1in the area of (research
title). :

Your interest and support of our efforts
here at (department) is greatly
appreciated.

In this example, as in those above, no indirect costs were
recovered for research expenses. Thus, the CAES subsidized
this research by absorbing the costs for utilities,

administration, and facilities.

Another example of the practice of accepting gifts to
support specific research activity is illustrated by the
following letter from a private company to the CAES. 1In this
example, the company specified that its representative would

work on campus conducting research for the company.

(Company) wishes to award a gift for the
amount of $20,024 to cover the total
project cost of construction of a
prefabricated greenhouse unit. It s
agreed by (company) that the greenhouse
facility will be the property of the
Regents of the University of California and
will be managed by and assigned to the
(department) upon completion of
construction. Further, it is agreed that
the (company) representative, (researcher),
will have a courtesy University appointment
and in general will use the greenhouse for
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three years in conjunction with the
(department) with provision for extension
of use by (company) for an additional two
years in cooperation with (department) use.

The company representative was given the courtesy
appointment within the CAES but remained a full-time paid
employee of the donor company during his tenure at the CAES.
His research centered around a specific interest of his
employer, and his employer provided funds to the CAES to
support the direct costs of his research activities, staff, and
supplies. At the time of our field work, this project was
still ongoing. Again, since these funds were classified as
gifts, the CAES subsidized this research because it absorbed

various indirect costs.

Grants and Contracts
Exempted From Indirect Costs

Our review of grants and contracts within the CAES
revealed that indirect costs are not always recovered for
privately sponsored vresearch under these classifications.
Specifically, the CAES did not recover indirect costs from most
private companies and associations representing agricultural
interests. At the same time, it did require many charitable

organizations to pay these costs.
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The University grants and contracts policy, which
includes agreements with the State and with the Federal
Government, states that effort 1is to be directed toward the
full recovery of indirect costs. Inconsistent with the above
policy, however, indirect costs are not always recovered.
Indirect cost rates are individually negotiated for application
to projects. Deviations from the University's rates are
allowable if the sponsor will not negotiate his rates and if
the sponsor consistently applies this policy in dealing with
other universities. Therefore, the University will not attempt
to recover indirect costs if the sponsor's policy is to pay no

indirect costs.

An addendum to the University's official grants and
contracts policy exempts state marketing orders from paying
indirect costs. Although no specific policies have been
formulated, federal marketing orders and associations of
agricultural growers and processors have also been routinely

exempted from paying indirect costs.

We analyzed all contracts and grants at one campus
of the CAES for the period between October 1, 1978 and
September 30, 1979. Three hundred thirty of the 392 contracts
and grants reviewed were from the state and federal government.
These contracts and grants were assessed standard indirect

charges. The 62 remaining contracts and grants were from
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private sponsors; these included private companies,
foundations, and agricultural growers and processors. The CAES
did <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>