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* Description_ of the Project ) .

4 This is a.Eompendium of summaries of. reports based on studies conducted as” part of
the University of California Research Management Improvement Project (R1P) supported
by a grant’from the National Science Foundation.' The principal investigator is .
WJohn A, Perkins, Vice President--Business and Finance for the University. The
co-principal investigatars are Herman D. Johnson, Vice Chancellor--Financial Manage- {
. ment for the San Diego campus and Robert F. Kerley, Vice Chancellor--Administration,
for. the Berkeley campus. .

. ‘ The RMI project is composed of two major segments, with the principal research
condycted in Systemwide Administration and at the Berkeley, and San Diego campuses
with cooperation of other campuses of the University. Project 1 has resulted in a
series of reports which identify research management problems resulting from certain
requirements of selected Federal sponsoring agencies; assess the impact of those

., requjrements on the institution; and, where appropriate, recommend standardization or

3 modification of the Federal requirements or in their implementation by the agencies
ar by the institutions. A separate report, Critical Issues Involved in the Review
of Research Proposals at Universities, examines in more detail the research proposal
review process at universities. R ¢

Praject 2 includes the preparation and publication of the document: Appraising
Administrative Operations: A Guide for Universities and Colleges and a Study of
the organization arid management of & 1arge/3pgan1zed research unit and its technical

and administrative-support systems.

Description of the Impact Studies

In éonducting the research for the nine impact studies ip Project’l, impact was
considered in terms of the seven elements described in Appendix A. That appendix
also lists the nine Federal sponsoring agencies selected for the study. These

agencies comprise approximately 80%. of the tothl Federa

contract and grant

activity at the University of California.
requirements areas considered for study a
individual research projects. )

Appendix B describes each of the major
nd indicates the nine areas chosen for

a

The impact studies, published as separate studies, include: Cash Flow, Environmental
Health and Safety, Féderal Procurement Requirements, Financial Management: Budgeting
and Reporting under Federal Contracts and Grants, Indirect and Direct Cost Recovery
under Federal Contracts and Grants, Property Management, Proposal Preparation,
Negotig&jon and Award, Protection of Human Sub%ects, and Time and Effort Reporting.

. The summaries of these studie$ provided in_this volume are preceded by an Introduction
.and Overview section wifich states some basic principles regarding the relations between
universities performing Federally supported reseatch and other prejects and Federal
sponsoring agencies. It draws some-general conclusions from the specific conclusions

" containéd in each of the reports, each of which addresses the requirements of an
individual functional area. )

- About the University of California .

The State of California higher education system cdnsists of the University gf California,
the California Sﬁpte University System, and Community College complex.

» -

-
-
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The University of Califormia, created by the State Legislature in 1869, is a .
statewide University system consisting of nine campuses and approx1mate1y 12é 000
students. The population of the-Berkeley campus is 30,000 students Enro]]mept »
at the San Drego campus 15 over 9,000. .

P //.' : .

- Research is an 1ntegra1 part of the Uniberéity‘s function, with nearly 10¥ of total
Federal research funds awarded to higher educdtion being received by the University
of Californmia. The Berkeley academic staff numbeys 3,839, with approximately 25% of

the total engaged in research.

sSSP 1hon for the last five
years averaged $51 million.

The contract and grant awards_at Berkeley averaged
years. Expenditures on that cdmpus for those fiwg
On the San Diego. campus, the atademc résearch staff

constitutes 257 of the total academic staff of approximately 1500. OUn tbat campus,
.contract and grant awards averaged 551 million over the-past five years, with:
expenditures averaging $41 mi1lion over the same time per1od,frepresent1ng the source
of nearly 40°. of the total expenditures of. that institution.

Acknow]edgements* . , \ .

-

The quality of reports undér PrOJECt 1 Sanef1ted considerably by the critical revigw
and comments on drafts of the reports contributed by the University of WasMington,
Colorado State, the University of Southern California and otner campuses of the
University of California. In add1t1on many persons with the Umversity of California
System were invaluable as. consultants and resource persons n the research for the
studies.

.

RMI Progect Staff

Univensity of Califorhia - SySterwide Administration: John A. Perkiné, Principal
Invest1gator, Gerald L Griffin, Project Manager; and Norman H. Gross, C0n5u1tant
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8erke1ey Campus: - Theodore H. Chenoweth,

Robert F. Kerley, Co- Pr1ne1pa1 investigator;
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THE IMPACT OF FE / RAL CONTRACT AND GRANT REQUIREMERTS ON
WS‘A—jﬁ RCH MARAGEMENT IN COLTEGES. Aun,umvsRsmrs

[ ] “ i : - /‘,

. -\ Amoopcnon AND OVERVIEW . .

. Y . ~
The preposa] that 1n1t1ated e RMI project at the Un1vers1ty of Ca]1forn;a pbinted
out that, "s¥nce World War Ir the advent of Federa]!y supported research at ™
ipst1tut1ons of higher education mas had a serious effect on the administrative
structure o un1vers1t1es“ and that, “the problem has been further complicated by
the wide range” of requirements 1mposed on institutions, as a consequence of
accepting Fegeral. contracts and grants." ) g

»

These Federal requirements and their ifipacts upon the educat1ona1‘1nst1tut1on have
- been tMe=dgcal point of a major divisbon of our project; our findings regarding

them are cont:ﬁned in nine separate reporfs. Within cértain limits, the nature of
and the variatiions in these requirements-among Aine major funding agencies hdve
been identified. Their impactson different segments of the institution have been
analyzed. Their relationshipsto the systems and objectives of: both the institution
and the funding agency have been sidered. Finally, based upon the basic
princip]es that we feel should quj § and improve relationships in this area,
a series of findings and recommendations have evolved with respect ®o the
pract1¢es of the educat1ona1 Tnstjtutions and the funding agencies.

N N

At the outset of the prOJect we recognized the inherent plu;;;::;}that characterizes
both Federat. funding agencies and educational institutions.- fach Federal agency has
its own systems, organic ]eg1s]atﬁon ‘and program objectives. Withia individual
agencies there are substanttal variations among the different nroarams and different
qrgan1zat1ona1 components of that agency. $1m11ar]y, educational institutiens vary
widely in size, in their educational programs’ objectiyes and in‘administrative-and
professional sophistication. From institution to institution,administrative and
funding operations differ significantly and even within a single campus there are
variations among large organized research units, professional schools and academic
departments Further, the administrative concerns, the professional and research
staff concerns and, the overall management concerns of educational institutions and
of the Federal agencies are often divergent and may be in conflict. Despite these
elements of plurality, th are-underlying themes and principles that can be .
identified gnd areas in w?rehvs1gn1f1cant improvement of administration by both
partners can’ take place. Some progress in this direction has been evident through .
the past efforts of, for example, the Office of Management and Budget, GSA's Office »
of Federad Management Policy, the Department of Health, Edutation and Welfgre and
the National Science Foundation Research Management Improvement Program, Related
action has been taken by the Committee on Governmental Relations of the National
Association‘of College and University Business Officers, the American Council pn
tducation and other educational organizations and by individual institutions. It

is our hope that our studies will help point the way toward a sirengthen1ng and a
focusing of this important -effort. -

Under111ng Issues Devel_ped by RMI Impact Stud1es

Perhaps "the bas1c issue that influences Federal agenty dnd un1vers1ty relat13%sh1ps.
‘although it may often 1ie beneath the surface of day-to-day interactionhs, is the -
‘differing attitudes toward contract and grant programs by these financial partners.
The educational institutions are requesting funds for extramural support of
activities related to the objectives of higher education. They require additional
sources of money to carry out the institutions' academic, research and public _service
program, The Federal agencies and the Congress are ﬁund1ng broad research program

«
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.o objectives (in the case of d}nera} research funding agenc1es) or, moré frequently, ’
. specifac research progecns in support of spec1f1c aqency program objectives., o .

Ideally, 1t 1s hoped that- the same fund$. can be used to ach1eve both agency and . \w/é
' '1nst1tut1ona1 objectives. In pract1ce, there .are a number of‘S1qn1f1cant obstacles . ’
to the accomplishment of this result. The key to success 1n the effective meshing of
N these dual objectives centers-in the ‘details gf tne supporting interactions ag
expressed 1n contract and grant work statements, terms and. condi taons, administtative .
systems, audits, and_program evaluations. [f these do npt mesn, they become the
source of many of the conflicts and 1rritations in the relationships that adversely
affect both tne Federal agencies and the universjties. °. -
Research under this project highlighted a number- of problem_areas. Threer that
surfaced 1n most of the studies are of a broad, general character. First of all,
there 1s a multiplicity of variations in the specifics of Federal agency requ)rements
armong different Federal agencies, different organizationdl comporents of the same
agency, and differeht programs of the same component. Tms 1S true even though
there are only three or four basically different relat1onsn1ps invclved. The second
- problem lies 1n the administrative support systems of the-.institutions, such as those .
for cost accounting, equipment utilization, personnel and payrol}, that frequently
are not capable of relating effectively to both d1verse agency requ1rements and
tne anstitution's own traditional operating needs. ‘Finally, the agencies' concern
with comorenensive audits of admimistrative detan]s increasingly overshadows, in
tne minds of university personnel, substantive technical evaluations of research
efforts and trir results as the basis for evaluation of research programs in
. un1ver51t1es . =

- ~ .
* Organized Research as a Coooerative Effort

Our perspect1ve of the problems involved in the relations between Federa] sponsoring
agencies ang un1ver51t1es is founded on several premises. .. _._ .

First, administration of wresearch shou]d represent a partnersh1p between Federal
agencies and universities., DHEW stated:
. 3
wel] over 30% of the Departments' programs are carried out in
partnershxp with non-Federal organizatyons. Accomplishment of )
HEW's mission, therefore involves ngt only its own management .
expertise but the management expertise and concern of thQusands
of grantee institutions as well."* -

) Second, as members of this partnership, universities and the Federal agencies both

have a contractual commitment to the obligations.stated i1n the grants and centracts

and related documents. . Within the institution there is a further commitment by , ~ - .
the individlal Pr1nc1pa] Investigator to fu1f111 the substantive research :
obligations.

Third, the exercise of prudent stewardship of Federa]‘funds by grantees is of
significant concern and 1s a benefit to both the institution and the Sponsoring
agencies. Contréls over grantee administration and spending should be a par
of the continuum of prudedt stewdrdship of Federal funds which begins in the
agency and extends through all ‘of the administrative services of the institution
to the Pr1nc>pa1 Investigator, a]though the latter's primary interest, under- .
standably, is with the substance of the research rather than with adm1n1strative
stewardship. In viewing this cont1nuum agencies shou]d without sacrificing

' accountability, accept demonstrations of equity and prudgqce in_the management of
funds* baged on measurements and reasonable assumptions which-do not deman a h1gh
degree of prec1s1on and deta11ed data to justify their use. -

v

*DHEW-A Program for Improving the Quality of Grantee Management Vol. 1 June, 1970
AT a - ’ . \
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Finally, the 1mproJement of administrative relations between sponsoring agencies qnq
educational institutions will prove mutually beneficial in terms of better resegrch
products.and of .economy and effectiveness of operatipns. .

- ) . The Central Issue

An this partnership, Federal agencies and universities share responsibility for the
administra#ion of funds used for resddrch and—other educational programs. The key
issue is where -the preponderant balance of administrative responsibility should be
placed--with the agency or with the university. This question of where and how.,
much responsibility should be placed has important implications-for the optimum use
of government expertditures on-research, for the quality of research amd for the
status of the nation’s universities as. independent’institutions. °
Where requirements aré detailed and strict, a greater degree of administrative
responsibility is retained by the agency. Where requirements are general and minimal,
a greater degree of respons®bility falls on the university. Detailed requirements
-ipvolve a government surveillance organization with many controls involving multiple . |
. financial audits; minimal requirements entail.universities. to assure and to demonstrate |
by-performance that they have -the administrative capabilities to discharge their '
obltgations. Under the latter conditions, Federal agenéies must rely on more general ,
“controls, on appraisals of the management capability of the institutions and T
evaluation of the quality of the research effort and products. ' Altnough these latter -
conditions are preferred by institutions, we realize that universities do not have’
a traditjon of-tjght administrative control and that many do not rgspond satisfactorily
to agreed upon éxternal administrative requirements or even manage‘their own internal
*affairs very well. Therefore, unless the pniversities change, leaving responsibility
to.them is risky for the agencies and logically it is incumbent upon the latter to -
be strict in order to live up to their own responsib¥lities.

v )

A Multiplicity of Systems and Points of View

As indicated earlier in this introduct ory statement, extramural funding of educational
institutions by Federal agencies inv6lves a pluralistic relationship. The Federal
agencies should not any longef 1pok ypon the process simply as a mechanism for
“carrying out tfigir short-term program responsjbilities. NGr can they expect to
impose the normal administrative controls which they would require 1f the work '
weye done in-house or represented an‘end-product purchased on the competitive
market. On the.other hand, educational institutions cannot look upon Federal
"« research fumding merely as an additional source of money that permits them to continue
or expand.their same basic programs, free of any additional contrgls or new
- obligations. In fact, each contract or grant'must involve the careful integration-
- “of the’ objectives and values of two systems, hopefully Ynden conditions that will
be productive-to both anmd subject to a minimum of restrictions ‘or constraints on .
A her, . :

. .
n their relationships with the p®ivate, profit-motivated segment of the society,
Federal agencies must evidenge concern for the general state of the economy and
societal objectives. This same concern for the long-run institutional we]férex to
a far greater°degree, must infuse agency-institutional relationships, albeit with
varying degrees of concern among different agencies, different programs and different
types of funding agreements. . LIS <

‘Each Federal agency'5a§“its own progFam objectives, administrative sgptems, traditions

and external forces that shape its fundind and program po]jcies; 0 e other hang, .
universities have several.purposes - teaching, public service and arch., They _
have become significant reservoirs of knowledge, sources of new 'id and understanding,
and. stronghoTds of informed and independent judgement. They tendz hquyer, to be‘ .
relatively loosely structured, with complex ¥nternal geals .and objectives, operating -
. .
’ £
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-~ under diffused management and’contrdlsx'wftﬁ\limited flexibility, and in*need of long
Tead-time to accommodate changes. How can these two aroups yorz together effectively?

r»3g~_0ur project explores some of the aséq"gf?ﬁci les that we hope can provide answers

. ¢ I*is these questions without signﬁ/ﬁcant detrimeht to the interests of either party.,

’
-

[T VR SRR
'\&Baszc Principles . ‘ Y oo ' , ,

- -~ . .

A set of principles shosld govern the work of the partnership.’ These recommended
principles arise from our studies of i1mpacts.in various regulatory areas, the
studies are published by this Project:

-

1. Federal rejuirements should .contain the minimum-amount of administrative’
control and detailed, precise record-keeping necessary to assure responsible, -
effective expenditurgs by grantees and contractors in Tight of overall ’
re1aa§pnships;of-the Federal agency and educational institutions.

A relationship between the Federal agencies and universities based on

. @ mutual understanting of theé programs‘and objectives of poth parties
shoulq be developed through a continuing and collaborative ef fort to,’
minimize the amount of agency’ control which has the objective of assuring
responsible and effective expenditures by grantees.

" There should be a continuing systematic effqrt by universities to correct
the 1nadequdcies of their institutional planning and- administrative systems,
based, in part, upon a program of assessment of how effective these are
in carrying out their functions, particularly as they relate to Federal
contract and grant operations, )
Whenever a university has demonstrated that it is operating under éffective

administrative and institutional pdanning systems, Federal agensies should

place more reliance on university administration and less reliance on

their own detailed control mechanisms, , - .

With regard to assuring compliante by universities with their requirements,
Federal® agencies should practfce "management by. exception”. They should’
rely upon the effectiveness of university administrative Systems that have
met established standards or are under a systematic program of review,
Only those institutions wjth a record of serious deficiencies in their
"ability to comply with requirements, or which have not met established
standards,_ should be subject to detailed audit reviews.

The Federal auditing agencies should accelerate the trend toward ‘auditing
universities' administrative systems rather than auditing inYividual
transactions or vouchers, Other Federal agencies should rely on“the

work of-the Defense fontract and HEW Audit Agencies and discontinue
detdiled "desk" auditing on a project or transaction basis.

- » N .

Agencies shouldsprogressively standardize requirements in certain grants
and contracts management areas, working initially on basic and master
agreements for all funding programs within an agency and then extending
these to all, or at least comparable,groupings of Federal agencies.

’

Impact Report'Findingg

-

3 / - . - L]
The nine separate impact reports detail instances both in the application and.neglect
of these basic principles. They evaluate the effects on a umiversity of requ1remepts
in a particular area and the benefits dérived from compliance. They explore methods

. .
-~
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- have been earned, had there been prompt payment. 7Eff1c1

v
‘"

. of ach1ev1ng the benefits of a requirement wh11e reducxng the admwnﬂstrat1ve costs.
. They idept1fy abuses arisyng from either ‘too little or too much control. It should

be notéd that 'we did net make evaluptions of individual agencies' overa4l po]1c1es
but rather addressed their requ1rements‘1n specific functional areas. Following is

a very brief sampling oﬁ'these f1nd1ngs in different requirement ‘areas. . .

' .
- '

Cash Flow _ ! N ;} . , N

The variety of bl ng requirements among Federal agencies is unnecessary and costly
iMterms of &he and effort required of universities in providing-different. forms
and vouchers, OR d1fferent t1me frames and to d1ffentnt 1eve1s of detail. o

The delays in payment .of 1eg1t1mate invoices resu]t in sgbstant1a1 losses.which might
nt cash-management is
important irf the 1ife of the un1vers1t1es.

Environmental Health and Safety

’ . -
a L]

-

Environmental.health and safety pract1c3s re]ated to Federa] ¢ontracts and grants, are
determ1ned1arge1y by requirements’of Fédaral, State and local regulatory agencies
generally app11cab1e to.educational and other inStitutions rather than the provisions
of funding agencies or individuals contracts or grants. It is assumed that the

observance of these general regu}atory agengy requirements w11l more than meet the !

requ1rements of individual agencies or individual contracts and grants.

There shou}d be an e11m1nat1on of xeduction of Federa] funding agency requirements for
health and safety as largely duplicative and ineffective except where .specific safety
problems exist. Consideration should be given'td the treatment’ 6f h¥alth and safety
by regu}atory agencies and institutions as a risk management program. Acadehic and
research personnel should be more understanding and responsive to.health ahd safety
needs; campus” management shoyld. be made aware of health and safety problems and take -
a leadérship role ‘in their resolution; health and safety costs should be specifically
funided and controlled under -contract and grad%*operat1ons, respons1b111ty for health
and safety corsidétations in research proposals should rest with the principal
investigator with advance cbnsultatidns with envirponmental health and safety-~staff;
and agency and university cooperation is required for the deve loprent of new NIH
1aboratory animal polictes. . - . -

" . . s
« .

Federal Procurement Requirements' .

~ 7 ' .

In addition to examining aqther regulatory processes, th1s study compares " two mechanwsms .

for rebudgeting equipment procurement. Under the Public Health Service, authority -
is delegated to individual institutions to grant prior approval for equ;pment

- rebudgeting. Thus researchers can initiate. and complete procurement without delay.

Under NSF, the researcher must obtain approval from the agency in advance, frequently
involving delay. The two procurement mechanisms fyave been systematically compared.
Results show that the simpler Public Health Service procurement mechanism reduces”
administrative costs and deTays, while maintaining effegfivé and responsible steward-
ship. - . -

[ 3

Finahcia] Management: épdgeting,and Reporting under Federal Contracts and Grants

Federal budgetary and expenditure repdrt1ng requirements should be made more consistent
and simple to provide ‘flexibility in the use of resources to accommodate the paC1ng and
natural d1rect1on of research. . .

\ . ‘ o .
Un1vers1t1es need to str1ve for closer coordination of atl administrative components
involved in the confract and grant procesk and for more coord1nated admnistrative
support to pr1nc1n@1 investigators and researchers.

N
. . s . .
—_— a .
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Felderal Contracts qu‘G;gnts -
-4 A

Indirect and Direct Cost Redwbvery under
" Cost recovery palicies must be developed in the context of overall FeJZFa]-university

relationships, 1ncluding clarification of c¢ost sharing requirements. Federal cost

recovery practices should be standardized and based on recovery of full joint costs.

The audrt and negotiation process leading to recovery of direct and indiract costs

$hould be conducted by. an dagency independent of Federal funding agencies, with a =
» strong staff Jeadership ro%e 1n the Executive Office of the President. This would :

1nc]u9e determination of indirect cost rates.

_ Umiversities should improve their administrative systems, particularly for planning,.
management and financial control. University management is ‘responsible to assdre
that a&dequate funds are aviilable to departments, organized research units, and staff
units to carry but their‘responsibilities for support and stewardship in relation ‘ .
to the 1ndirect cost burdens under Federal tontracts-and grants., -

N . . . .- b
Property Management . . N

The™ need for standardization of agency practices and regulations relating to property
manadement requlfements is particulagly acute. These regulations shou eflect the
fact of differing levels of sophistication in the property management systems -of -
educational institutions. -7 . s

An 1mportant feature of these stanrd&dized regulations would be that title to ) \‘
property acquired by educational imtitutions with cohtratt amd grant funds should ’

M normally vest 1n the institution upon acquisition without further restrictions regard- .
’ ing title, use or dposition. :

Universities should in turn develop effective property utilization programs to
encourage effective sharing. of equipment and its optimum commitment to contract

and grdnt objectives. ' .

e -

Proposal  Preparation, Negotiation and Award ) . —
. ¢ . . .

Experiencé with the use of master or basic agreements with NIH, ONR, USAF and AEC

shows that they result in a significant reduction insproposal preparation; review,

and negotiation costs and processes.

Thé wide range of minor variations from agency to agency-in requirements'and guide- .
lines relating to proposal app]ication\formats resujts in unnecessary costs and \2
administrative burdens both to universities and to agencyes.

. - . T

| . ’ . . - . '
Rédsearch proposals, increasingly must reflect, often beyond the point of reality,
.detailed and precise estimates of expenditures and the outlines-of research

methodology and results in terms of agency sh%{t—range goals. . . -

-Protectﬁon‘of'Humaﬁlsubgects ' .
’ v

'
Pl

?H]S report analyzes thé'benefits,and costs.arising from the DHEW requirements. The
benefits include: . .

i

P \ +- '
T 1.. Protection which results from committee review; A j{"
" ‘ 3
» 2. Prﬁtectjon which results from a-gener31 campus consciousness raising;

3. The development of a greup of professionalé with special knowledge in
. . hrotecting human subjects; ) -
/ ' ., * )

, . ) .
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o . * .
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.
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| ) 4. The development of & cellection of case histories on the ethical
SRR ~ considerations and research procedure§- for-protec®ing human subjects, and® - !
. } X )

5. The pfoteetioﬁ of the univeqsity\againgl bad public %elations ahd iega] action, |
: e 2 ‘ t

| -

t

i - ' Py t v M
i . w costs include: .~ . L
foea : . - <
i .

{ .o

1. Financial cosé%} - . AL s e . ‘ s
< . g & ' ‘
- ‘2. The negative effects on research of‘f%e informed co

' ?éht requirément; (in
some cases, informed consené can significantly intérfere with the
scientific-merit$ of a research design); .
. . i w 'y
. - > . /
- 3. The threat to academic freedom; \ . v \ -

@

1 - 4. The nedative effects on the direction of research; (the'DHEﬂ'requirements‘ o
« “Can have a,chitling effect by influencing the kind of research which is -
. ., pursued); . - . , :

5. Delays; .

.

. : 6. The distraction of the researcher from his' primary task. A
o 7F . . A - h
: .’ . # - -
v Time and Effort Reporting ’ '
e . . . \V
| The requirements for cost distribution of direct charges for salaries and wagess .
R to the degree of elxactness required, partic ly with respect to multi-source
. 2 funded pos1t1ons,\impose costs fay in gxcess of the benefit degived. - 4 .
Although. there are substaritial costs arising from positive time reporting, they
‘ result as much from the University's own administrative requirements and thdse ‘
. .- of the Fairabor Standards Act as from'-those prescribed’in ‘grants and contragts. s
. _ - o ¥ o I—
General -Conclusions of the Impact Studtes . a- :

. S A ‘ 3 ’
In each' of our impact studies we rgached é$n51usions specific to the requirements.
area and campus studied. These appear in the respective reports, We noted,
. hodever, several recurring themes in various tombinations of the ‘reports‘which lent N
., themselves to summarization as general conclusidns eoncerning Federal agency- . '
: educational institution partnersh?p in contract and grant administration.
. . r N 4 . . : " - .
1. Federal agency requirements are very often jmposed with insufficient
analysis given to, or adequate understanding of, their real effective-
ness in meeting agency needs and objectives, or of their impatct on o
universities and the actua) ddministrative processes which take place ‘
o . at the project level to carry out these requirements. ¥’

i 2. Many requirements involve“a considerable bureaucratic burfen without
- C + ssignificantly improving the responsible stewardship of funds. w

3. The facts that "there are legitimate differences among grantees in_the .
) - procedures and practices they follow",and "that grantee organiZations o
- , : vary widtly in their management capability - and hence their ability ’ )
- “to exercise prudent stewardship of FeYeral funds"* have not been -
retognized by Federal agencies intthe establishment and administration
of requirements. ‘Thé administrative syi(gms and processes of stme -

./ . 4 - . & " -

I

* - : . ' ’ : Y v
' OHEW - A Programefor Improving the Quality of Grantee ‘Management™Vol: 1 June, 1970 ~ .
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universities can provide an adequate and satisfactory response-to -
.Federal agemncy requiyements withoyt the necedfiity for detailed audits

by ggencies and back-up reports-to them. . However, we recognize that the . -
administrative systems of other universitiesvare not adequate’ and that
-agency reQuirements and surveillance must be Strict until thése . .

universities strengthen their administrative operatjons. ’ .o Co

AZuniversity pust periodically Mview the organization and pracedures of
" 1ts ‘various administrative systems and make adjustments necessary to 4
assure itself spacifically that its systems are fulfilling.the .
responsibilities assumed by the university, when it.accepts Feder¥] ‘grants
“and contracts® .- ’ ‘. ' .' o

- . N . . = R
Conflict: 7s* introduced into the agency—university'relatioﬁship because,
.on the one hand, agenc?ep insist that universities accept administrative
requirements with which universitiés cannot successfully compTy through
their normal aqministrative.SYStems;'whi1e,.on the other hand,  upiversities -
fail to.evaluate carefully their compliance capabilities and the actual r.-

costs to comply. The resulting situation exacerbates the ganeral
relationship, . : . e -

» A
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.at the actual performancg of administrative systems,

. "must be exercised by the

. . . C s
Pract1cal Ass1stance fog Universitiés T
| 9 .

—

Orie of our genera] conclusions “above ig that “a university must,per1od1ca1]y review
the organ1zat1on nd procedures of its various admfhistrative systems and make "
adJustments necessary to assure itself specifically that.fhese systems'are fulfilling

- the reSpons1b111t1es,a51’med by the-university when it accepts Federal grants and
t

contracts.”. In additio®to the, Impact Reports, our RMI Project is also producing X

aid them in iden nistrative inadequacies. e

’ threc-reports wh&nm ta provide un1vers1;«1es with some practical assistarrce to

ing ‘an¥ correcting a

Appraising Administrative QOperations: A Guide for Universities* S
and Colleges . Y
o . r/g' |
This pub11cat1on is based on a study of operat\ons and effectjveness of the L0

University of California's Quality of danagement Proqram, The OﬂP is a perméﬁ‘nt
systematic, cyc]1ca] progcess of review of administrative operat1ons The program

has ‘been conducted for fhe past threx;years by each of the nine University campuses
under a University-wide framework servations h\;e been made of the effectiveness
of .techriques used at various campuses, and the prosesses ‘and experiences that went:
into the conduct of the evaluations“are described. The Guide assesses variou$
techniques "used in planning, condﬁtt1ng, implementing, and evaluating adMinistrative ,
appraisal reviews. Include? are review,guideline questionnaires for conducting

" evaluations of .the general management of an organization, and of twelve functional

areas, for exampje: Contract and Grant Administration; Financial Accounting;
Personne] Student Financial Ass1stance Adm1n1strat1on. ‘Registrar.

Criticdl s Involved in the Rev1ew of Research Proposa]s * ,
at Univ ties . . . ) !

N < LY
. . L 4 . . . .
This report discusses various facets of the campus process in relation to tnstitutional
commitments; academic plans“¥nd campus restraints; accéeptability of agency_terms and
conditions;-adequacy oft the proposal budget and other considerations. Bas€d upon

-research on contract and grant operations, and ghg impact of Federal contract and

grant requirements at the Berkeley, Los Angeled and San Diego campuses, the réport
will .help institutions identify cr1t1ca} responsibilities in the review and .

- °

approval process. . . u, :

Organization and Ménagement of a‘Larqe Ofganized Research Unit within
a Campus Environment - Scripps Institutign of Oceanography

This 'report summarizes the results of a stud ade in 1973) of ‘the organization and
management of45cr1pps Institdtion of Oceanography and its relationships yith the
University of California D1ego and evaluates some of the resulting administrative .
changes that have been Made since that time. Specific areas to be included are:
provisions for prOJeCt management, budgeting and p]ann1ng, contract and grant
administration, fugding arrangements, technical support abministrative gervices,
data and scientific collectigns. Evaluation was made in 1975 and 1976. ~
— T = .
We regard the fgublications described above‘as a
that universities must assure themsélves of the
systems. For example, since the appraisal proces

.

ollary to our general concYusion
ffectivene f their administrative
describfd an the Guide is atmed
s.an immediate relationship
€ 2 university's ab111t te comply effectively with requirements; the*discussion

of proposal approval | lights s1gn1f1cpnt points in the process where responsibility
niversity; thel\organized research unit study describes

adjustment in erganization and administrdtion designed to more effectively respond
. . to requirements. These are conc?ete demonstrations of ways .to assure respons1b1e

L 4 - ) . ‘

effective stewardship.




. : ' \ FUNDING OF FEDERAL

. X CONTRACTS AND GRANTS S »
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~ . SummaRY'

£

I. Introduction

-

: Cash flow, or-the funding of con'tract and grant funded programs, is an integral

part of the larger area.encompdssed within Financial Management. Three methods
of Federal payment are used: ¢ — . .o,

1. - . The letter of credit,. . - -
N - 4. advance by Treasury check, or : ‘ ’

‘3. reimbursement by Treasury check.

In recent yéars, Federal sources have recognized the.impact of ‘non-stapdardized.”
requirements among agencieg within these areas for cost reimbursement, cash ad-
vances and financial reporting requirements and have moved to implement uniform .
_Practices to relieve the burdens of compliance placed on non-profit institutions.

‘11. _Federal Requirements - -

{  Federal requirements concerning cash flow are outlined as to: ' \

1. Method of payment,- ‘ '
2. cash depositbry\requiremehts, and )
3. financial reporting requirements, /

L 3 . F
¢ The’ propesed Federal Management Circuldr, FMC 75- "Uniform Admiristrative Require-
ments for Educational Institutions, Hospitals apd Wther Private Non-Profit
Institutions” (popularly referred to as "A 102 /2") contains sigiificant recommen-
dations for unifdorm agency application of requiTements in the above areas.

-

I11. Federal-Agency Development of Uniformii‘gand.Simplification

Beginning with the'Hystad'Report (U.S. Bureau of the Budget, Report on the Project
+" Concerning| the Policies, Terms and Conditions Used for Research Projects at Educa-:
tional "Institutions, 1966.) several stepsshave beeh taken to simpTify and consis-
teQE]y apply payment procedures. The proposals of the Department of Health, Educa-
tion"and Welfare ' Federal Assistance Financing System (DFAFS) and the recommenda-
tions of the Commission on Government Procurement for Regional Contract Piyment
Offices are outlined. : -

) © " IV. wniversity Implementing Polities and Proceduress - .,
- The University of California's (the University) Accounting Manual under "Gontracts

and Grants: Federal Cash Advance Programs" adequately details the varfous Federal
payment mafh@ds and indicates procedures for each. T ‘

In addition, the Chief Accountant periodically follows up on Federal accounts
receivable by means of am aging schedule,to ascertain the effectiveness of Univer-
sity €laiming procedures and the magnitude of the areas of concern. " - .

~

-‘f( V. Impact of Requirements

- The' research conducted indfcates that the Federal requirements concerning cash
NG flow have significant impact on the University in several areas:

- N
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ENVIRONMENTAL HEALTH AND SAFETY

SUMMARY
I. FEDERAL REQUIREMENTS

“The campus hea1th and safety programs are-determined overwhe]m1ng]y by the.require-’
ments of the Federal, State and local regulatory agencies rather than the specific
requirements.of 1nd1v1dua1 Federal funding agencies. Furthermore, the campus health
and safety programs are genera]]y applicable to all campus activities and not spec-
ifically identified with contract and grant activities.

Most of the specific Federal agency requ1rements are limited to genera] references
to regulatory ageney or std%utory requirements. The Natjonal Aeronautics and Space
Administration ?NASA) does require, in connection with specific contracts, the sub-
mission of health and safety plans and treports on accidents and other incidents.

The other ‘Federal agency requirements, as outlined in the repdrt, are very general
in character. None-of these specific requirements have.a substantive impact on
health and safety programs for contract and grant pesearch activities. The Federal,
State and local regulatory requitements, hdwever, are a determ1n1ng factor in the A
health and safety programs.

- - .

5 II. UNIVERSITY OF CALIFORNIA’POLICIES’ANB PROCEDURES

The Un1vers1ty of California policy statements on health and safety are very brief
and general in character. This situation reflects the existence of comprehensive
Federal, State and local health and safety. regulations and the apsence of a Univer-
sity-wide staff officer for this function. They outline, genera\]y, the basic
_health, safety, and firg prote¢tion policies, the academic departmental responsibil-
ities for health and ety, and the responsibility of the Chancellors for review of
cohtract and grant proposals for health and safety considerations. A 1973 Presiden-
tial task force report on the status of health and safety highlighted ‘the need for
‘@ strengthened health and safety program particularly in view of the CAL-OSHA re-

irements, but if these resources were applied selectively, a fifty percent reduc-

ign of losses would be possible over a ten year period. .Both the initial added
costs and the long term benefits would have a s1gn1f1cant impact on contract and
grant research programs. . .
. * III. ue SAN DIEGO IMPLEMENTINS PROCEDURES

* The general approach taken on the UC San Diego ‘campus in the field of hea1th and

safety- is that observance of the genera] regulatory and advisory guidelfnes of
Federal’, State and local agencies will more than satisfy the specific requirements
of Federa] funding agencies. .However, some of thegmpecific Federal requirements re-
_sult in an administrative<burden on research operaWons with limited benefit-<o the °
research program. Thus, in general, the Federa] State and local ‘health and safety

+ requirements of the regulatory agencies rather than requirements of the Federal

funding agencies determine the campus health and safety program. If is these reg-
ulatory requirements that have a significant impact on campus research programs.

The UC San Diego implementing policies in the field of health and safety are fairly
general in character and‘reflect the provisions of University-wide requirements.
Contract and grant proposals are reviewed for health and safety considerations, But
no formal approvals are required. Radjation Safety Manuals have been issued for the
main campus and the Medical School which set forth radiation standards and require
Committee approval of all applications for use.of radioisotopes. Atthough

CAL-OSHA is applicable to the University, no campus Manual has*been issued and no
state inspections have been made on the UC San Diego campus. The increased health
and safety expenditures that are anticipated will require increasem direct and in- -
direct charges fo contract and grant funds for their proportionate share of the cam-

13

.
. . -
T .
: 7 :
w ¢
- ]
|

, o R . .

o




.
2

.
- .
‘ {
3 . '
.

, ENVIRONMENTAL HEALTH AND SAFETY e

SUMMARY
I. FEDERAL REQUIREMENTS

“The campus hea]th and safety programs are-determined overwhe]m1ng]y by the.require-’
ments of the Federal, State and local requlatory agencies rather than the specific
requirements.of 1nd1v1dua1 Federal funding agencies. Furthermore, the campus heglth
and safety programs are genera]]y applicable to all campus activities and not spec-
ifically identified with contract and grant activities.

Most of the specific Federal agency requirements are limited ‘to genera] references
to regulatory ageney or statutory requ1rements The National Aeronautics and Space
Administration ?NASA) does require, in connection with specific contracts, the sub-
mission of health and safety plans and teports on accidents and other incidents.

The other Federal agency requirements, as outlined in the repdrt, are very general
in character. None.of these specific requirements have-a substantive impact on
health and safety programs for contract and grant pesearch activities. The Federal,
State and local regulatory requitements, hdwever, are a determining factor in the
health and safety programs.

- - .

P 1. UNIVERSITY OF CALIFORNIA*POLICIES'MQ PROCEDURES

The University of California policy statements on health and safety are very brief
and general in character. This situation reflects the existence of comprehensive
FederaT, State and local health and safety. requlations and the apsence of a Univer-
sity-wide staff officer for this function. They outline, generaﬁ]y, the basic
_health, safety, and firg prote¢tion policies, the academic departmental responsibil-
ities for health and ety, and the responsibility of the Chancellors for review of
cohtract and grant proposals for health and safety considerations. A 1973 Presiden-
tial task force report on the status of health and safety highlighted -the need for
‘a strengthened health and safety program particularly in view of the CAL-0SHA re- -
2nirements, but if these resources were applied selectively, a fifty percent reduc-

ion of losses would be possible over a ten year period. . Both the initial added
costs and the Tong term benefits would have a s1gn1f1cant impact on contract and
grant research programs. .- .

IR ITT. bHC SAN DIEGO IMPLEMENTIN® PRECEDURES

" The genera] approach taken om the UC San Diego ‘campus in the field of hfg]th and

safety is that observance of the genera] regulatory anc advisory guidelfines of
Federal’, State and local agencies.will more than satisfy the specific requirements
of Federa] funding agencies. However, some of thegapecific Federal requirements re-
_sult in an administrative‘burden on research operaWons with limited benefit—€o the °
research program. Thus, in general, the Federal, State and local ‘health and safety

© requirements of the regulatory agencies rather than requirements of the’Federal

funding agencies determine the campus health and safety program. If is these reg-
ulatory requirements that have a significant impact on campus research programs.

The UC San Diego implementing policies in the field of health and safety are fairly
general in character and“reflect the provisions of University-wide regquirements. -
Contract and grant proposals are reviewed for health and safety considerations, But N
no formal approvals are required. Radiation Safety Manuals have been issued for the
main campus and the Medical School which set forth radiation standards and require
Committee approval of all applications for use.of radioisotopes. Atthough

CAL-OSHA is applicable to the University, no campus Manual has*been issued and no
state inspections have been made on the UC San Diego campus. The increased health
and safety expenditures that are anticipated will require increasee direct and in- -
direct charges fo contract and grant funds for their proportionate share of the cam-
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pus costs.

IV. IMPACT STUDIES ON THE -UC SAN DIEGO CAMPUS i :

——— e T

On the basis of a series of studies in Scripps Institute of Oceanography, the Med-
ical School and the General Campus, the impacts of health and safety requirements
on the UC San Diego campus are discussed under the following subjects:

-Health and Safety Features of Contract and Grant Proposals. The campus Environment-

al Health and Safety Officer recéives a copy of the Request for Extramural Support

4RES) forms but does nog<mormally indicate his formal approval before the praposal ,
is forwarded to'the funding agency. The procedure keeps the-Environmental Health

anq Safety Qffice informed on emerging research programs but does not appear to be

an effective mechanism for participation in the campus planning process for research

programs nor does i& fully meet Unhversﬁty-ﬂide requirements. - - |

Health and, Safety Programs for Animal, Resources. The animal care program at UC San
D1ego operates undér the direction of the Campus Veterinarian and the Office of
Animal Resauwces 1n the Medical School dnd is financed through recharges.  While
“the extensive requirements for dnimal care are being met, it is increasingly diffi-
cult to-maintain animal care &tandards in view of spiraling costs. Variations in
laboratory animal charges among different institutipns and the three to five-fold
increases in these prices in the past few years arg mattets of increasing concern
to NIH, the¢principal funding agency. These costs constitute a serious threat to
the maintenance of-minimum health and safety standards and the quality of research.

Biohazards Program. The biohazards growing out of exposure to pathogenic micro-
organisms and oncogenic viruses is a matter of increasing campus cbncern: A special
safety program and manual is being developed ta-meet this potential danger in ad-
vance of specific agenty requiféements, - -

‘ - ™~

Impact of Specific Federal Agency Health and Safety Requirements. The specific Fed-
eral agency requirements.relating to hedlth and safety appedr to have no impact on
the substantive research programs. .Fhey do, however, add to'the unproductive ver- .
biage involved in the contract and grant process and in the case of NASA contracts
requirée preparation of health.and safety planss that have 1iftle or-no impact on the®
health and safety program of the cigpbs. Unless there are specific health and saf-

4

ety problems that require special aftention, such as biohazards, the imposition of

%,

such requiﬁementf as those used by WASA appear to have no benefits or justification.
JImpact of ﬁea]th and Safety Program-gn Vessel Operations. Ocean vessel operations
of Scripps Instwute ofyOceanography present unique health and safety problems, but
these appear to have beéen reso?ved. Health and,safety of crews and scientists at
sea' for hong periods of time under high risk conditions is a matter of particular
concern. The National Science Foundation (NSF) and Office of Naval Research (ONR) "
arrange for periodic inspections of vessels .thwough the University - Natienal Ocean- L .
graphic Laboratory System {UNOLS) particularly for vessel safety and evaluation of
udget requests. .

The. Impact of OSHA and CAL-0SHA. The #mpact of OSHA and CAL-OSHA on UC San.Diego

research programs is only in its initial stages, but a number" of corrective programs

have been instituted on the campus. The role of the'Environmental Health and Safety .,

., Officer is materially- strengthened by the mandatory application of these regulattons.

The funding of OSHA coests is not normally made a direct jssue in the contract and |

grant proposal process,'but may'well become a matter of increasing concern tb campus -
management. Such a.program will require more-of the elements of systematic evaluation,
benefits and costs analysis of alternatives, and risk management. Also, it will re-

quire close cenrdination agd understanding between representatives of the campus and :
the enforcement ageqfies to develop immedjate and long-range programs to reduce

I - .
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health and safety dangers to reasonab1e levels with{n available fungsng.

V. RECOMMENDATIONS

14
"Elimination qr Reduction of Federal Agency Requirements‘

Federal funding agencies omit any references to health, safety or related insurance
and workmen's compensation requirement® in contracts or grants to educational in-
stitutions or-1ymt their General Provisions to general references to.applicable
regulations. Exceptions should be made only withrrespect to those cases where
specific health and safety hazands or special insurance problems are involved in
the research project or program, and are not covered by existing regulations..
These special sjtuations should be identified;, and- spec1f1c requ1rements prescr1bed
in the contract or grant documents . . .
Health and Safety as a R1sk Maﬂagement Program .

N
Both the health and safety enforcement agencies and campas env1ronmenta1 health and . -
safety offices develop a reasonable balance in .the enforcement of regulations,
taking into consjideration such factors as: the degree of risks involved, the cost
outlays required, impact oq.xesearch, and the degree of commitment and pr:?ress to-

ward=health and safety objectives. The agademit and esedrch departments thould be
equally anderstanding and responsive to Realth and tety needs in their research
proposals and operations, and their commitment to, 1eve the objectives of the~
health and sa}ety programs. Management of educgtional 1nst1td;P$ns should be kept

Rl

fully informed of health and safety conditions and the degrees risk and cost/ben-
efits involyed. By the.same token, management has aresponsibill ity—to take—2 tead-
ership role in resolving areas of differences which may develop among academic, re-
search personnel, the Environmental Hea]th and Safety Officer, and the regu]atory
agencies,

- -

Fundigg of Increased Health and‘Safety Costs

e - . .

Where specific health and safety:consi rations.are involved to a substantial de-
gree in proposed research projects, ref@ted costs should be ideritified in the re-
search proposals and specific funds requested for these purposes. To cover those,
increased health and safety costs that have a more d1ffused impact on campus opera-
tions, including contract and grant research, increases should be made 1n the in-
direct cost recovery charges for the proport1onate ‘share represented by those re-.
search programs. .

- ¢
Health and Safety Considerations in Research Proposa]s

-
[y

A'clear campus po11cy should be promu]gafed that places primgry respons1b111ty for
health and safety consideratiods of contract and.grant proposals in the cipal.
investigators and the academic channels of review at the department or higher level.
In addition, theré should be a requirement for advance consultation with the Envi- .
ronmental Health' and Safety Officer by the principal investigator. The proposal
forms should state that there has been such consultation and refer to any unresolved _
-problems. The Environmental Health and Safety Office should be available for con-
sultation during the proposal development process and shou]d continue to review all A <\
(%4

proposals to keep informed on research programs and to advise management on any
-potential health and safety problems that may be involved and are. not resolved. He |
* should not, however, be in the, formal proposal approval process. Campus planning &f
research and academic programs for health and satety and other management considera-
“tions should be a separat® planning proc¢ess rather than a by-product of the review =
of 1nd1v1dua1 contract and grant proposa]s
[

-

-
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- ‘Representatives of NIH and universities with significant research pregrams in-
i ., yolying-yse of animals should work together in the development of an acceptable ’
o }g' S g"fundmg such operations based upon cost accounting methods ‘and reflect- .
SR o 5 iffjcant differences in administrative policies .among research institutions.
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Y S EEDE%RAL PRLCURQ«‘ENT REQUIRGMENTS -

SUMMKRYV »
. Part 1 o '
. . ‘ Introduction - .-

This‘repori is a case study based on the underlying premise that federal require-
ments should be as min§Mal as possible consistent with responsible stewardship.
) Within the ‘area of fedéral procurement requirements, two different systems have
. been identified for analysis. The search is for that balance in which federal /
. requirements are not o lehient that they permit irresponsible expenditures, nor Ty
$0 strict that they in®olve a Targe administrative burden without measurably ’
improving respohsible spending. - ‘ '

' " 14

) . T Procdrgment Rebudgeting Requirements Under’ the
) X . HAgency Approvall and Institutional Approval Systems

: - . - T

The two different models identified for.amalysis in this report are the Agency -/ ~

Approval system and the Insfitutional Approval system. - d

[ .- ’ . - . »

. Under the Agency Approvél_system, the grantee must receive approval from the agency
before transferring funds within approved operating categories in order to purchase.
research equipment. . .o - .

< %

]

-

Under the Institutional.Approval system, approval authority far equipment rebudget-
ing has been delegateg ‘to the grantee institution.. The grntee Bust receive ap-
proval from his institution only before rebudgeting for the procurement of research
equipment, - ' . ‘
-~ - /

.

&

o . 11. Campus Processes for Equipment Procurement,Rebudéeting Under
| . - " the Agency Approval and Institutional \Approval Systems J

o o

P Under the Agency Approval system; a’ rebudgeting reque:} is reviewed both within
. tHe institution dnd at the ‘agency. At the same time that an internal purchase
N ‘requisition~is submitted to the procuremént system, a latter of justification must
(f be sent forward for agency review. Action cannot be completed.until the agency
v review has been accomplished. "

: v ) ; .

. The Institutional Approval system-avojds the delays of the Agency roval system
" by permitting rebddgeting requests to be reviewed within the fnstitution as the

entire réquest package is processed, in the case of the Berkeley system, by uti-

1izing @ singfe 1 Orm. ‘ .

’ * '
. The impact of the latter system has beén such that researchers and adminfstrators
strongly recommend that it be adopted. by all federal agencies. :

[

.
-
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[11. Comggr{sqn of the Impact of the Two Rebudgeting Systems

~

* The Instjtutional Approval system is shown-to have the following advantages bvér

+ the Agency Approval system:

1%

Minimigation of delays; - ) , \ s L s
Minimization of administrative work for researchér ahq.supﬁbrt staff),
. .Possible 'improvement in the quality of research;

~

Improvement, in researcher méral; and
Reduction in costs. '

s 4
&
e

) » IV. Conclusions

on

- N «d

Given a ph1losophy which calls for minimal requ1rerents consistent with ré&ﬁonsable
stewardsh1p, the Institutional Approval model is superior. The evidence presented
in the paper also suggests that, in general, delegation of authorwty and increased
reliance on the administrative control systems of institutions warrants further use.

Part 2

, )
) Introduction

’

Of the many federal requirements applicable to contract and gwant operations, those -
covered irmr this section are considered to have been ‘established to benefit both the
governmgnt and the institution. There has been, evidently, Timited efforts to
measure the degree to which this goal has been achieved. And it is an underlying
impression from the following surveys that.in order to bring about situations lend-
ing themselves to positive results, several areas should be re- eva]uated in-terms

of their or1gana1 1ntent and their current status. v

-

I. Vendor Equal Opportunity

" Exécutive Order 11246 and the Civil nghts Act of 1964, as amended, have ob]igated !
institutions to the establishing of procurement programs which encourage and de- !
velop equal opportunity for minority suppliers to compete for university business. '
Policies have been issued and procedures created, which permit the issuance of
trial ordérs to test performancngotential., In addition, vendors are required to:

certify to the existence of e employment opportunity and non-segregated f
Tities. : i
The success of this program is such that it is considered an on-going part ot “the
norma] ‘purchasing function and not a costly additional wequirement, ‘

‘

- i

II. Sc}eeﬁing Properéy .

The federal government makes avai]ab]e bcth the Defense Industrial Plant Equipment‘ .
Center and Equipment Visibility Systems which are utilized by recipients ‘of -

]
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contracts and grants in the attempt to locate needed equipment. Both systems re-

quire the processing of prescribed forms. It "has been the experience of this

campus that neither system has preduced equipment to the extent needed, dnd,most

research admjnistrators recommend that basic research orientedprojects be exempted
. from their use. ' ;

L

.

‘e

IIT: Obtaining Excess Property Lo . .
n ‘\ -

. i - ’ .
-The G3A system, which makes*available excess personal property to research insti-
tutions, is utilized to a significant extent by Berkeley' campus projects. Monthly -
catalogs are intensively sedrched and, when items are found, campus procedutes '

fwhich incorporate the use of a single government form are carried out. This system -
has a long histqry of posiil&e impact upen projects which, often- for the price af
transportation 4nly, have been immeasurably aided. ‘fb

. IV.” Record Keeping .
A 2 - -
Procurement documents are retained: tn ac%ordance with both federal requiremen%s
and University policies. This essent1al function encompasses the recording o
equipment acquisition by definition either as inventorial type or that fo.be used
for Speciaggtest purposes onlyJ It has been of positive value to retain prpcure-
~~ ment files For significant periods of time, particularly with respect to the -
reference effort often required when disposition or title change occurs. {Hote:

for a related discussibn of .property management, see the E. Z. Irvin and A. B.
Jebens report in this RMI series.) :

.
« N

o V. Subcontract Administration

-

This brief survey of such a vast subject emphasizes that the Federal:Procurement
Regulations and the Armed Service Procurement Regulations are the base documents

in this field. Significant exferience has been gained within the Berkeley pro- *
curement function by years of accumuldted reference to these documents. This

experience has -benefitted fesearch administration because of the inclusive nature

of these two policy and procedure manuals. .
. / e
* e a
/
-7 .
. - . 4 /‘/
. 4 -
J 4
% " . —
. L P
- &
', “‘/_v [}




. . . N
, . ' .3- -7 N - ’ . ’
. N - . .

FINAWCIAL MANAGEMENT: BUdGETING AND REPORTING

- v UNUER FEJERAL CONTRACTS AND GRANTS
_ | “SUMMARY | ‘ « ‘ .
) A . \ v .- % . . s
‘ . T ’ ' :
: -, - 1. INTRODUCTION ~

P . z - A
. @
) * '

. Financial management of. contracts arid grants_is concerned with many tofiics re-
. ldted to funds received by the Universify from .federal agencies for the support
of research, training and public service programs. This stUdy ‘encompasses four

“of the central topics, consisting of: _ - ;
. . 1. Bydgeting . . ' i g
/d\f-ﬁ 2 Rebudgeting R : R ‘ . .
’ 3.  Reporting ' ) B ‘ -
F 3 . . . R ‘ . .
. 4. Recordkeeping e
Other fiﬁangia] management studies conducted by this Research ngabement Imgfoie-
ment Project are: Cash Flow, Cost-Recovery, Federal Procutement Requirements, .
" " Property Hanadement, and Jime and_Effort Reporting. ‘ - -
n . . N - .
- The*interrelatignshipe amqﬁg the four main supjects ¢f this report ‘are pervasive
and crucial. Therefore, a1l four are—stydied-here in a sifgle report rather
than in separate reports. Variatigns in'gge agency requjrements om those sub-
jects are-a formidable array, stemping frolm divergent. agéncy approaches to aca-
demically based research. Main attention is given to"grants, and comtracts are
| discussed only as they relate to special problems. ; -
' . . / ‘ Y
\ - - o . E
‘ S II. FEUDERAL |BUDGETARY REQUIREMENTS « - ' " s

. o ) - .
Budgetary detail relating to Federal funds is.much greater than the detqil which
most ‘tnstitutions require for their own resources. Furthermore, variatiofs in
agency ‘requirementS pertaining to budgetary matterS pervade the &éntire process,
from the preparation of the propospl budget through budget adherence and control
and the rebudgeting of funds. Thejse varfations occur between -agercies as*well as
within agencies, sucH as fﬁam‘gra t to grant or among differént officials of a

+ given agency. - . | .
- R I11. FEUERAL EXPENJITURE REPORTING REQUIREMENTS _f

Expenditure reporting, as a secondary,Gontrol feature, is introduced when agencies
'd . - require reporting by specific categories. The form and content of expenditure
. reports, apd.the frequency of submission, vary from agedcy to agency, dependent
orsassorted motivating factors. i

-




¥ Lo . | \
The "Financial Status Report," which will be promulgated in forthcoming regula-
cions, is being‘used by an increasing number of,agencie$ 1n an-attempt:to achieve
RN greater standardization. Whether or not 1t will accomplish its purpose will
» depend mainly on whéther agencies maintain its basic uniformty and ‘simplicity -
- or alter its use by a prufusion of deviations.

Jocuments supporting cash flow, such as the, DHEW Federa] Assistance Financing

System, may serve a dual purpose by doubling as vehicles for obtaining cadh and
y as reports of funds expended, : . .

-

- o

Y

4

-

4

1.

IIMPLEMEUTAFEOR UF REQUIREMENTS

At the University qf California the 1mp1emeﬂtaf1on;process for the control of -
budgets and expenditures-is built around a sophisticated computerized accounting .
system which 1ncorporates budgetary as well as financial transactions: Although
this system 1s heavily relied upon, agencies' requirements for, control and re-
portfing of 11ne(item-categories, and for unysually complex program-related re¢
-ports of expenditures and estimated expendytures, also necessitate manual systems
and controls which must be. superimposed on the automated system.

-

Preparation of final expenditure reports is a cooperative effort between the
Acceunting Uffice and the Principal Investigator. For some reports it is the
Principal Investigator who must supply data in. highly complex financial and .
program related form: This poses a severe problgm as project related staff-often
lack the acceounting and analytical background for these reports.

.
. . -

4

V. INMPACT OF THE REQUIREMENTS -

Application of federal reguirements 1s inconsistent and unreasonable in its level
of review, detail of justification, and severity of application and causes nega-
tive impacts on the University. Examples of these negative aspects are:

1. The artificial segmentation bf research program work around budgets '
arranged for finahcial considerations®rather than for programmatic
needs. . ' .

) t ’

l. Uelay in project work and problems 1B3Schedu1ing caused by factors

such as time mwequired for obtaining approvals.

Potential disallowances and cog?gqyent costs that must be absorbed -
by the University when lack of €larity and consistency in require-
ments makes implementation extremely difficu]@.

4, Ingreased costs for manpower and related facilities resutting from
stringent requirements which are difficult to impTement. «
| ’ . ) 3
iThe University has benefitted fromM the development of cost center-cost accounting
infarmatioh systems and professional ¥esearch administrative staff. Benefits from
this professionalism have'carried over into other areas of administration, and -
* therefore represent ‘a favorable impact in this respect.
" .

4
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-Overall, however, the writers feel that the 1ncons1stenCy,'comp]ex1ty and 1aek R
of c]ar1ty of the requ}rEments strain the capability of, the University in'im- <
p]ement1ng theh proper .

. -
P

.,

RECOMMENUATIONS

The Federal Agencies” oL . . .

Among the recommended changes in federal policies with the potential for' 1mprov1ng
the quality of research and s1mp]1fy1ng financial managegent are these:

1. Use scientific program progress reports to monitor research 1nstead of
relying on financial reports and contro]s

Provide plexibility in spending to the greatest reasonab]e degree, to
accommodate the pac1ng and the natural direction of ‘the research

3. Standardize requirements, at the lowest poss1b1e level of*detail, so
long as they encourage flexibility rather than rigidity and letsen
the burden on the research process and the institution. Certain por-

"tions of OMB Circular A-102 1/2 appear to have favorable potential.

4, Clarify 1mprec1se terminology, including def1n1t1ons, and use standard
1anguage whenever possible.

b, Exteha the UHEW Federal Assistance Financing System (DFAFS) to include -
annual reports, hereby reducing expenditure detail and individual
variations among agencies,
b. Reference all requirements in handbocks and manuals back to the origihal
or earlier soupees.
The University R4 - ; .

-

Although elimination of adverse Federal requirements appears to be the most bene-
ficial avenue, institutional changes at the University, such as the following,
should be explored:

1. Closer coordination of all administrative components of the contracts
: and grants system, especially the proposal, budget and reporting~un1ts.
. -
2. More coordinated administrative support by campus centralized or academic
units to serve directly the principal investigator and researchers.

3.  Modification of University automated reporting systems, so that budget
categories and expenditures are directly reldted and reporting periods
for cash flow and expenditure reporting conform with agency demands.

N o :

.




* SUMMARY

& ' ) R
INDIRECT AND DIRECT COST RECOVERY
UNDER FEDERAL CONTRACTS AND-GRANTS v
~ INTRQDUCTION
. . . . I . -
This study of cost recovery is concerned with the process o reimbursement to colleges
_and universities for performance; of research and training’ and provision of educationa

-services under Federal contracts and grants. Thestudy addresses basic questions of what
+ costs does the univgfsity recober and how does it récover these costs, both direct and

indirect. While the process is essentially a simple one for a single gontract or grant, it has ¢

become quite complex and controversia] for institutions corimitted to substantial Eederal
contract and grant operations. Sybsequent sections of this report identify.pajbr factors
complicating the cost recovery process, describe University of Taliforfia operating
procedures and experiences with cost recovery, discuss recent developments in cost
. recovery -policy revision' and make a series of recommendations that could lead to
improvements in the cost recovery proeess iakib.oth Federal agencies ¢nd educational
institutions. . . P ’

The basic theme of this study is that the cost recovery process requires, 1) a reasonable

* 1evel of accopntabllity, financial planning and control by educational institutions, and 2)
recognition lx Federal agencies of complexities of accounting and management problems
involved in carrying out large-scale contract and grant programs in a university
environment. " . _ ¢

O i v

CHAPTER 1-~ FACTORS COMPLICATING THE COST RECOVERY PROdESS .
> T N

4

. 'L Federal Cost Recdvery Guidelines and Requirements’ .

Federal Management Circular 73-8, Cost Principles for Educational Institutions (FMC 73-
~ 8), provides basic gui ~for cost recovery by educational institutions. The tone of the
Cirqular is gge of reasonable aécountability,- negotiation and compromise with wide
flexibility fo%n‘identifying full allocated costs, based upon open interaction between
representatives of Federal agencies and institutions. R

upon fgincremental or byproduct rather than a full joint cost accouynting approach, which
- places 1 stitutions at a distinet financial disadvantage. ' :
N ~ . ‘e : )

. “ Kllowable costs, hoth direct and indirect, arg thé focus of attention of more fhan 90
\“paragraphs and subparagraphs of the ~Cirfcular. Important institutional costs, suclrf as
) interest. on borMwed capital, are excluded completely while others are subject to linfiting
conditions. In addition, individual agencies wnd specifi¢ contract and grant requirements

further limit gllowable costs. . ;- ) . “ \
Pirect and indirect cogts are differentiated M general terms as to degree and ease of
identity with the research project, and #pt by standardized definitions or the nature of the
goods-or services. Consistency of treatment under like circumstances is required, but thi§
. does not result in€omplete uniformity in’treatment ‘of similar costs, because of valid
differences in institutions, administrative systems and research environment. . . . ?

w - .

>

Unlik&l&licies for profit making organizations, this Circular is based in —m'any respects

-

4
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Indirect cost allocation and*cost rates are pased upon the distribution of such costs ’ o~
proportionately to different institutional objectives: a simple concept, but one that can - ‘
become quite complex as described in the‘regulatlons and in practice, particularly under
the current adversarv relations with Federal audit.and negotiating agencies. Various cost

oo pooling arrangements are authorized and different approacheq‘pr cost distribution and )
weighting factors may be used, if determined equntable Alternative indirect cost rates.

are negotiated where different environmental ‘factors exist. The result is a eomplex

schedule of rates applied to ‘salaries and wages or modified total direct costs, with

. numerous minor- variations in definitions of these base® ™ Indirect cost rates may be

) provisional, post determined, predetermmed fixed, or, fixed with a carry forward feature.
Most major institutions use the latter type.

W

~
<

The required certification that all charges are ap; N -riate and in accordance with the
a@ent involves an mstxtutxonal pre-audit of expenditures m \.Se cost recovery process.

. 2. Indirect™Cost Recovery Proposal, Audit and Negotiation Procegs -

An indirect cost recovery rate proposal is submitted to the cognizant audit-negotiation

e proposal preparalon and negotiation process. has expan

¢y, which is DHEW for over 90% of the institutions, us%n annual basis.

the past five years, as a result of major policy implementa

disallowances. Negotiated rates, once approved, are accept
but rate increases may present difficult problems of imple

mentation for th

The

d outof all proportions in
ifferences and audit

ed by othem‘.federa agencies, .

institution

when applied to continuing cost-reimbursement contracts that were n

egotxa d at a lower

rate payable out of earlier year funds. ( ) -

L3
: . T S -
Special rechgrge rate proposals may be required for certain institutional sérvices, such as
the computer, center or patient care”costs. These.negotiations often involve complex
questions of differentiating leases and sales, inclusion df interest oosts; reasonableness of

LT rates.and possxbl‘e inequity of charges to Federal contracts and grants in relation to other - 4
users. , . f
b4 L. . .- ’
3." Institutional Facto%omphcatmg Cost Recovery Process i 3
- Institutional 'factors complicating . the cost recovery process range from academic

attitudes toward planning, management and financial control processes to the nature of
. administrative systems and realities of earrying out a number of intermixed programs
=~ under different funding sources. In addition, indirect costs h#ve increased substantially in
. ’ recepgt’ years. A more subtle point is that dipect costs are funded directly and are
. contfolled at the departmental .or organized red€arch unit level, while indirect costs are
’ the responsibility of intermediate and higher levels @f admunistration. Moreover, funding . (
of indirect costs.is confused by the budgetary processes and the use of campus-wide and -
institutional-wide cost averages. This results in principal* investigators and funding
agencies seeking spec1a1 indirect cost rates and bemg criticdl of indirect polm'es and

practices. / A -~ ) <+
. [nstxtutxona} management is required to carry out joing angwmtermxxed program objectives .
funded from a wide variety of fund sources without basic Working capital funds,-but with

expectations of a high degree of-financial stability. At the same time, there is increased
‘ efphasis on accountability for each of hundreds, or thousands of segmented fund sources,
. as well as for overalsystem operation.

. .
i -
. s . L .
PN . _
. -
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4. Federal Agency Factors Camplicating Cost Recovery Process

* The very numbet of‘Federal agencies involved in funding contract and grant operations,

- with their® vdriations in- allowkble costs and cost recovery procedures, is a major

.. complicating factor. Different cost reporting categories apd requirements fqr supporting
data add to the problem. More fundamental problems arise out of the confused policy

. position and rationale for institutional cost sharing for Federal ‘projects, and Federal
agency attitudes toward responsibility for support of higherdéducation. Also, absence of
‘Cb'r:guuing,‘-(cﬁs'{stent and effective Executive Office lea rship in cost recovery and
othér financial policy matters, independent of individual Federal Tunding agencies, makes
it difficult to resolve these issues in a mutually satisfactory manner.

CHAPTER ?UNIV\ERSITY OF CALIFORNIA EXPERIENCE WITH COST RECOVERY
“ k

Cost recovery operations in the University of California are centered at individual
- campuses, except that indireet cosy‘FEcovery rate determinations, advance payments. and
master contract negotiations and development of administrative systems are generally .
responsibilities ‘of Systemwide Administration. Direct cost recovery represents a .
burdensome paperwork operation for the Extramural Accoupting Staff, with an emphasis
on audit of individual transaetions. University of California administrative systems do not
accommodate direct production of expenditure reports required by the agencies, as is trues
L in a few other institutions, nor does it permit effective financial control by complete
, . *comparison awysis of expenditures in relation to budget and planning documents.
The Unjversity pas experienced few disallowances of direct co}(s, but cufrent cognizant
agency audits of this and other institutions are raising numerous and substantial questions
of potential disallowances. They " involve ‘controver‘sial issues of fund expenditure
-transfers, time. and effort reporting and certification, payments to consultants, late or
N early charges and related matters. - .

<. / = .- '
. Indirect cost recovery rate Peoposals have been Peceiving increased attention in the
" University. The ‘current rate roposal has beef the subject of extensive audit and
negotiation. Questions are beifig raised on a number of major issues, although the
propeged rate is almost identical.to that for the previous_year and there has been no
significant change in the research program or University environment. Final determin-
ation may well be almfost a year late in its application to 1975-76. .

o

v The University shifted from a rate base of salaries and wages to modified total direct

costs for fiscal year 1974-75. The change resulted in some shifts in impact on individual
c:)lf'acts and grants, but made no change in the total arount to be recovered. It resulted .
. \ 7 ip#/Mmore equitable-assessment of indirect costs and avoided some of the arbitrary effectd '
- ~  of use of salary and wage base. Although there was some initial opposition, the new rate
base has operated satisfactorily. ’ :
The academic research community of the University has learned to live with direct cost
recovery requitrements, although there is still some evidence of opposition to and
variations im observance of, time and effort reporting and other paperwork routines. .
Indireet cos? are a differgnt matter. There is little support for indirect cost policies and :
- practices. This situation'is aggravated-by University systems of funding: and finapeial

) e control which do not accommodate the realities of indirect costs. Progress in changing
these practices is being made, but it has not satisfied the academic community or funding
agencies. * ) o
. . .
L3 ~ 4
» ' ! .. 4
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CHAPTER 3. RECENT NATIONAL DEVELOPMENTS IN COST RECOVERY POLICIES

»

As an outgrowth of the developments and conditions deseribed in this report, DHEW has
taken a series of steps which have had a major impact on cost -recovery -policies and.
f)ra,ctnces. Actual or proposed disallowances are-becoming widespread, cost recovery rate
proposals are being given a thorough review,®and a complete revision of FMC 73.8 has
been proposed ‘and circulated that incorporates fifteen major policy,changes. University
officials anticipate that these revisions would reduce indigect cost Tecovery by 40% or
more, without any reduetion in the indirect cost burf:z’?gf the institution. They are
seeking to have the matter reconsidered on a f basis through GSA, OMB,

Congressional Committees and their own organizations.

' CHAPTER 4. RECOMMENDATIONS . - -

1. Federal-University Relationships

a. Cost Recovery Policies Must Be Developed 1n Context Of Overall Federal-
~ University Relations¥/ Any substantial modification of cost recovery policies,
particularly those reldting to allowable costs and indirect gost rate determinations,
should be accomplished within the broader conte®f of clarification of the basic
character of Federal-university relationships in reséarch, instruction, and publie
service. This ineludes resolution of the issue of the degree of university cost sharing
for different Federal-university programs. =~ < = ’
.~ AR b , .
b., Ligited Number of Fedepal—Ur“versit; ﬂArrarngments Should Be Prescribed.
‘Federaigumyersity relationships should.be based on a premise that a limited number
of alternative arrangemests; from competitive pracyrenient contracting to outright
institutiongl, individual of Project support for research, instruction and public service
programs, is required grd-desirable, Each of these alternatives may well require
different processes forzipplications and proposals; different terms and conditions in’
the agreement; giffeteat deg}ees of Federal support or institutional cost sharing;
“ different polieies #ft the degree to which indirect costs should be considered
recovetable and certain direct costs considered allowable; and different audit and
=, evaluation procedures. oL ' :

N

c. Basic Federal Agency Requirements Should Be Standardized. .Within‘:each of the
broad categories of Federal-university relationships that are established, Federal
agency procedural requirements for direct cogt recovery, advance payments,
expenditure reporting, number of copies of reports, degree-of detail for supporting
documentation, close-ocut -proecedures and_audit practices should be standardized.
Federal emphasis should be on standardiza\iqn of Eederal agency practices, rather
~ than.on attempting to standardize university practices thrpugh the auditing process.

d. . Application of Guidelines for Indirect Cost Recovery Should Be Flexible and

. Equitable, Based on Full Joint Cost Recoverv for Research Programs. Effective
. | standard. guidelines” for Indirect cost determinations should be developed for all
'* categories of these Federal-university. arrangements, Although variations in the
. degree of recovery of these costs may be provided under,some arrangements, full
recovery -of joint costs under Federal research contracts and grants should be
authorized. These guidelines.should recognize that indirect- and direct costs cannot

be forcgd into rigid and arbitrary definitions, but, muskq reflect need for full

, identification of all 'indirect costs, based upon an-effeetive joint cost accounting
approach, which recognizes that cost ,dassiflcation's' will vary under different

]
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erganization arrangements, administrativer systems and managemeh conditions.
Where joint cos'fs are involved, mutually acceptable, equitable methods of. cost
allocation and 'distribution must be developed that avoid the minutiae, cost and
objections ‘of complete time and effort reporting; detailed equipment 4nd space

utilizatjon and inventory data; and full cost accounting systems. Rather, reliance .

should be placed on the' use of sensitive, equitable and readily available indicators of
use and costs. -~

e. Agency Exceptions Should Be Controlled. Individual agency and specific contract
and grant exceptions to standardized procedures for these different categories of
relationships should be strictly controlled. Where exceptions are mate, full
opportunity for appeal by educational mstltutlons to a central staff agency for ah
1mpartlal review should be permitted.

<«

f. No Overall Co§t-Sharing Percentage Limitations Should Be Imposed. No overall
agency or government-wide percentage limitations on cost sharing or cost recovery

should be includedSn legislation or administrative regulations.
. %
,[I-xegeral Audit and Negotiation Functions Should Not Be Responsibilities of %Furfding

Agenci s. In view ol the inherent conflict of interest involved, Federal fuhding
ageneies\sRould not perform the functions of auditihg and negotiation of indirect cost
recovery) rates. A separate organization in the Executive Office, of the President
should b& assigned these functions. = - .

‘h. A Central Federal Staff Poticy. Role Required. An effective policy and leadership
role on Federal-univérsity relationships should be established in the Executive Office
of the President on a continuing basis for cost regovery and indirec{ cost practices
and related financial policies.” This staff, preferably in the Office of Managemént and
Budget, should. also be responsible for handling appegls from indf¥idual agency
determinations on these matters and from mdmdual agency modifications in

established standards. : .

. (

1

a. Universities Should Improve Their Admini§trative Systems. . Universities should,
where Federal contract and grant operations are significant, develop or modify their
adminisérative systems to be more.directly responsive to various standardlzed Federal

University Administration

-cost recovery requu'ements and models. ~ . . T

b. Universities Should Emphasize Planning, Management and Financial Contr{
Greater emphasis should be placed by universities on overall planning, management
and financial control of contra¢t and grant expenditures, rather than on detalled
documentatlon and audit of specific.minor items of expenditure. - -

¢. Indiréct Costs And Cost Sharing Information Should Be Integrated Into Umversnv
Administrative Svstems. Indirect costs and cost sharing -practices of universities
should be built into budgeting and accounting systems so that reliable” datg can be
developed on. these items as an integral part of regular financial management and
contro}l systems that recognize. indirect costs and cost sharing as major items of
r?anagement attention. -

-
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d. Universities Should Assure That Adequate Funds &re Included in Current Campus
Budgetary Allocations To ‘eet Appropriate Share of Indirect Cgst Obligations.
Universities have a responsibility to amssure that adequate funds are reflected In

current budgetary allocations for departments, organized research units and sup- .

porting staff offices to meet an appropriate share ‘of indirect cost burdens. Such

provisions for - current ‘budgetary -allocations are required if thHese organizational

elements of the institutions are to be able to carry out their responsibilities for

support and stewardshlp of Federal aontract and grant operatxons and funds.
. +

e. Umversmes Should Promote Greater, Understanding of Cost Recoveriand Indirect

Costing Policies. After universities have taken steps to improve their administrative
systems and strengthen ‘their planning, management, and financial control practices
—- as part of thetr regu}ar administrative systems, a concerted effort should be made to
promote faculty understanding and observance of their resporsibilities in cost
Técovery and indirect costing operations of universities. . P
. . .
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PROPERTY MANAGEMENT
( - SUMHARY

‘Introduction

-
'

P4
Property management functions for the purposes of this report include the activi-
- ties performed By the University from receipt throughout its useful life to final
disposition of materTalg, supplies and equipment acquired in connection with
Federal contracts and grants. This includes property that is acquired as,
Government property or as University property but subject to certain reporting,
use, recovery rightssor other conditions imposed by the Federal Government. The
acquisition and procuremewt of property is covered by a separate impact study
report. Lf the proﬁerty becomes University property not subject to any further
F$dera1 requirements, conditions or other restrictions, it is outside the scope
of this report. ' '

A substantial proportion of property at UC San Diego falls within the categories
of Government property or of University property subject to special Federal
property management requirements resulting from its being acquired in connection
with Federal contracts or grants. This is true although 99% of this property
will eventually become ufirestricted University property or will be used exclu-
sively by the University during the life of the property. These requirements
were found to be quite burdensome on research operations in the academic depart-
ments, or the equipment management staff, and on other staff offices of the
University. Their value ‘in the accomplishment of substantive researgh results
is very limited. Where agencies such as the National Science Foundation and the
National Institutes of Health have relaxed their controls, the results have been
beneficial to both the agency and the University. -

Much of the detailed dgengy regulations and provisions of contracts and grants
relating to property\man¥esent reflect the wording of the Grant Act and Office
of Management and Budget Circular A-101 which refer to "discretionary authority"
to vest title in instituttons "on such terms and fonditions as the agency deems
approprijate”. Pending draft revisions of the Federal property management poli-
cies do not correct this situation. They appear to reflTect the General Services
Administratigqls concer® with the technicalities of property management rather
than with the support.of research at universities. g

A '

1." SPECIFIC FEDERAL REQUIREMENTS

The specific Federal reaUTFements relating to property management are not only
volumtnous but reflect a wide variatian in the details of these requirements
among agencies-and within individual mgencies for different programs and com-
ponents of the agency. The extent of the variations is shown in two tabulations
of Federal agency requirements when title to property vests in the University and
when title vests in the Government. In the latter case, agency variations are
more extensive than-when title vests in the University.

The Natjonal Institutes of Health and the Environmental Protection:Agency have
accepted the University of California froperty management regulations as meeting
“the agency property control system requirgments, and this has resulted in a
substantial reduction in the adminfstratfve burden on the Universaty. .
The conditions under whicH prdperty is considered nonexpendable are generally the
same for Federal agencies and under the University's property management system.
Whether, and at what stage of the process, title vests in the Governrient or the

>
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University is determined by the terms of the contract or grant. Variations in
the-specifTc' requirements for property which is under.either title status are
numerous. * If Goverpdent property .status is retained, additional requirements
are 1nvolved. # . - -
-/ N
The recently:issued GSA regulations governing excess personal propérty announce
a policy encouraging use of excess property 1n connection with contract and
grants but impose a number of conditions on use and require reténtion of title

'n the. Government. Agency implementing procedures have not, as yet, been jsswed

8

but they present the potential for further restrictions on the universities in //, .

the management of such property. Excess Government property is not, however,
@ significant factor in UC San Diego research operations.

.

IT. FEDERAL AGENCY RESIDENT REPRESENTATIVE REQUIREMENTS 5

Some Federal agencies assign a resident representative to in#Litutions to provide
assistance and expedite actions. Such a representative has been assigned by the
Office of Naval Research to the UC San -Diego campus, and he has been authorized
to act as the representative of four other Federal agencies. The resident repre-
sentative hds been authorized to make most of the approvals required by these
Federal agencies 1n connection with property management functions. His presence
on campus has not resulted in any additional controls by the agencies.

F

IT1. UNIVERSITY OF CARLIEQRNIA IMPLEMENTING
) - POLICIES Ar%\ CEDURES i

The University of California policieseprovide for a uniform property management

" and 1nventory system throughout al] campuses which applies to all property owned
by or in custody of the University. The system is designed (to satisfy-the res
quirements ;g the Federal agencies as well as to meet University management needs.
Primary respbnsibility for property management s assigned to the principal in-
vestiﬂator and to the §ggpartment assigned custody with supporting functions -
assigned to the Equipmeht Management Department. ’ - ,
University-wide requlations do not clarify the problem of recording title in the
» University rfor &% they outline the specifics of an effective property utilization
program. Rather, the emphdsis is on the mechanics of £he inventory system. The
major.deficiencies in the inventory system are the 1nab1lity to record data on
funds wsed ta acquire property if it is identifi - University property ard the
ambiguities in the coding system used to identify equipment items. Also, the'
requirement to note the contract or grant number on the University decal not

only repfesents a substantial workload, but it is not an effective substitute

for having this data 1n the inventory system. The emphasis on this requirement
tends to detract from development of an effective property utilization program.

! IV. UNIVERSITY OF CALIFORNIA, SAN DIEGO IMPLEMENTING
POLICIES AND PROCEDURES” :

.

The University of California, San Diego policies and procedures are essentially a
repetition of tze University-wide policies, but they do not resolve the deficien-
cies noted in the University-wide system. Also, under the UC San Diego practices,
the equipment inventory system does not record the-property as University property
.even if authorized by the terms of the contract or grant until after preparation .
and approval by the .agency of the property reporting lists. Special provisions
are made for property management responsibilities during contract”and_grant close-
. - . r :

& ,

-

LN

i




- . | ,
outs and for the transfer of the property if a principal ‘investigator transfers .-
to 7another institution. .

¥ B ’. - -
. V. RELATIONSHIP OF FEDERAL PROPERTY MANAGEMENT REQUIREMENTS - -
’ ‘ AND THE UNIVERSITY OF CALIFORNTA IMPLEMENTING
. - - POLICIES AND PROCEDURES ) -

-
-

I

The University of California implementing policiés and prpcedures generally
parallel the Federal property management requirements. There are séveral areas .
for which no University implementing ‘policies have been jssued where Federal
requirements exist or where University procedures- are pot as strict as agency
N requlations. These matters have beén resolved at the campus level based on
working experience with the particular agency. .

~

-

. In several areas, particularly the perpetual inventory system for equipment,
: the University system goes beyond the Federal agency requirements to meet its
'own management.needs. On the other hand, certain Federal requirements such as
restrictions on the use ozzproperty or the transfer of title would interfere
with any effective property utilization program that might be dewveloped by the
Upiversity. . g

EY

« V1. IMPACT OF THY FEDERAL AGENCY REQUIREMENTS Qﬁ THE "UNIVERSITY °

—

A Y
/ The determination of the impact &f Federal agency requirements on UC San Diego
: was based on sample studies of the academic departments, research units, the-

Equipment Management Department, the Actounting Office and the Contracts and
Grants 0ffice. Two stakjstical studies were made. The first of these indicated
that of the 37,271 line ™ems currently under inventory control, over 18% were

- not recordedfas University property and resulted in a 'disproportionately larger
workload on fthe academic departments, research units and staff offices. Further-
more, if th€ restrictions on the transfer of title were raised from $1,000 to
$3,000 thé number of equipment items subject to Federal restrictions would be
reduced by 60%. This would represent a substantial savings t@ the Federal
agepcies and the uniyersities.’ <

~

The second study was an amalysis of nonexpendable propeérty acquisitions in cal-
endar year 1972 and subsequent changes of status of these items since that time.
_Out of 2,201 items acquired by UC San Diego in 1972, Only 3% were Government

" furnished, but of the items that continued to be in the inventory system as of
June 30, 1973, only 34% were recorded as University property. Of the remaining
two-thirds of the items that were not carried as University property, they were
involved in one or more fund number changes which involved considerable paper-
‘Work.
The study révealed th$€’;he maintenance of awareness of, and compliance with,
the numerous variations in Federal agency property management requirements im-
posed heavy workload burdens throughout the campus.

Particularly onerous was the impact of theIOffice’Qf Economic Opportunity require-
‘ nts that 'placed almost a]]rproper}y in the nonexpendabtle.category subject to
invantorycontrol and retained title in the Government. Other requirements that

.

were identified as being burdensome included: .
-The Identification and Decaljng of Government Property
Restrictions on the Use of Government Property

» .




» Receipts for Government Property
Physical Inventories and Reports
Disposition of Government Property .

The study revealed that there were situations such-as under the Mational Scierfte,

Foundation chbntract for Deep-Sea Drilling where the retention of Government d

property status was Justified. Under this contract the University is acting as .

ar~agent for the Federal agency to carry out an agreed upon area of research and

data gathering. The program operates fairly independently of other University re- s e

search and is carried out on agency leased vessels and agency-funded facilities.

The proposed requirements im the draft Federal Management Circular relating to
residual i1nventories of expendable personal property appear to be undu?y re-

strictive pgrticularly since potential abuses could be handled through alter- .
native aoproaches that would be less burdensome on the University,

1Y

VII. RECOMMENDATIONS

On the basis of the analysis and findings of the impact study outlined in he ear-
lier‘chapters of the report, this Chapter provides recormendations relative to Fed-
eral requirementg, Umversity of Lalifornia policiesgand procedures, and education-
al institutions generally. ’

L

Recommendations Relating to Federal Requirements

Standardization of Property Management Requirements and Practices

Representatives of the Federal Government and the educational institutions ,should
cbllaborate 1n the development of a basic policy and detailed statement of stand-
ardized operating procedures to be followed with respect to all aspgcts of property
managerent relating te contract and grant operations. . é

//135Ligg of Title to Nonexpendable Personal Property ‘

A key feature of the standardized Federal property management system should be that
the title to property acquired by educational 1nstitutions with contract or grant
funds norrally vest in the institution upcn acquisition without further Jegal title,
eporting, use or disposition restrictions. This seme policy should' also appiy to
excess Governwent property made available to educational institutions. Exceptions to
this policy whereby the Government would retain title should be based upon mutually
acceptable guidelires, and the specific items of prooerty which are to be treated as
exceptions to this.policy listed as part of the proposal and award process and spe-
cifically noted in the award. . ! :

Con%ro] of Ef%endab]e Personal Property - . -

The property management requirements applicable to expendable personal property
should be limited to those presently in effect under research agreements to normal
budgetary, recording of expenditures, and audit procedures. The proposed require-
ment in the draft Federal Management Circular and the currept PHS regulations re-
lating to residual 1inventories of expendable personal propdrty having a total ag-

' gregate fair market value of S500 or more should be dropped, particularly for edu-
cational institutions with procurement and properiy management systems meeting min-

»

imum requirements. . ¢ '
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Use of Propeggy . \ . ’ . (\

Py . 7" . r'
The individual agenCywcoQFract’and grant restrictions on the use of property acquir-
ed under Federal contract or grant operations showld be eliminated., Rather, reliapce
-should be placed upon the fact that the®acquisition of the property was adequately
Justified initially and that a mutually acceptable property utilization program or
property pooling arrangement had been adopted by the jinstitution. -

Reporting of Nonexpencable Dersonaf\PFoperfy Acquisitigns

\?"Tﬁ?pract‘i‘ces of NIH and NSF of climinating reports of the acquisition of monexpend-
able personal property” to the funding_agency when the title vests in the educational
institution should be adopted by all Federal funding agencies.

Increase in OMB Circular A-101 and Related Federal Agency Restrictions on Acquisi-
tion, Use, Disppsition, and Recovery Rights of Nomexpendable Personal Property from
$1,000 to 33,000 . - . . .
- 2~ ’ : P

4 OMB Circular A-101 and related Federal agemcy restrictions applicable to the acqui-
sition, use, disposrtion, and-recovery rights of nonexpendabie personal property
With an acquisitwon’cost 1n excess of $1,000 should be amended to increase this

* Timitation to $3,000. .- .
. g ‘ ¢ ;> .

Recommendations Pertaining to University of California Policies and Procedures

-

Equipment Inventgry Record System -,
The University of California equipment inventory record system\should be revised to
include data on the specific funds used to acquire the property,.at least for the

length of time that thé& contbact or grant is active or that the specific fund num-
ber is valid. These data should be retajned in the system even after the title to
the property is transferred to the University of California.

Use of Project Fund Numbers

The fund numbers assigned to individual contracts and grants should be retained for
the Tife of the project rather than-be subject to change each fiscal year, particu-
larly if the agency permits the wstitutions to carry forward fund balances to the
next fiscal year. ¢ -

Property Uti]?}axipn Program

The University of'Balifornia should take the lead in developing an effective prop-

. erty utilization program including arrangements for equipment sharing and'pooling
subject to recharges or reimbursement, where appropriate. The system should expand
the equipmént-«ipventory data system to include information on the actual use of such
equipment, specific lpcation, title status, uniform coding nomenclature, identifica-
tion of responsible custodian'at the operational level, maintenance schedules, and
repair information. Utiiization cemmittees made up of equipment managemnent, tech-
nicians and academic cepartment’staff officers should be established to monitor
operations of the programl} An important feature of the system should be to have
the system operate on a defentralized basis to accomodate the needs of individual
campuses and avoid the comflexities of the logistics of a centralized, multi-campus

| ‘/!system. .
d ' ‘
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University Equipment Polic§ pn Decaling

: . . ' Lo

The University of California equipment inyentory policy $tatement requiring that the
contract or grant number under which the equ1pment was acquired be noted on the
1dent1fy1ng decal should be rescinded. .

-
4

Yy

’

Recommendations Applying to Educational Institutions Generally
Other educational institutiens, to the.extent that it is feasible to do so, should
equest Federal agencies to adopt their own institutiona® property control ystems
‘in lieu of the more restrictive individual agency requirements; arrange to take
title to nonexpendabTe personal property upon acquisition, and qgvelop effective, ° -
equipment utilization programs’ involving equipment sharing and p00]1ng and other
features suggested for the University of Ca11forn1a system. . . \
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PROPOSAL PREPARATION,NEGOTIATION AND AWARD . c
1. FEDERAL AGENCY REQUIREMENTS .
. ' ( General Discussion B
L]

Fede‘a] agency requirements relating to pFdesaT preparation, negotiation and a-

ward are characterized by the volume of material used-to describe the require-
ments and the extent of minor variations agencyby agency om the same basic theme.
These conditions prévail despite the fact \that each agency is seeking the same ba- s

sic information dbout, the proposed research. -y

Proposal requirements are viewed differently by the administratile personael, by ~
the academic ‘researchers, and by the scientific or academic administrators.

Also, they are belng applied to a wide range of different types of research pro
posals. Even the basic terminology relating to use of the terms "contract"
"grant" has been confusing and not determinative of the nature of the relation-
ships created between the funding agencies and the umiversities. -

The relationship of the proposal process to the institutional commitment that

eventually emerges is a matter of increasing concern not only in the proposal

"stage but also during the negotiation and acceptance stages. The value of mas-

ter or basic agency agreements is partfcularly evident during these latter stages
since they tend to reduce the burden of detdiled administrative reviews and nego-
tiations. Agency debeiefings in connection with acceptance, or more importantly -
rejections, of proposals are a largely untapped source of management insights for
both the agencies and the educational institutions. C.
Tabulation of Agency Requirements - L ox

. A .
Two tables are presented that summarize twenty-twoqspecific requiremeng’ of nine !
Féderal gbencjes involved in the proposal preparation, negotiation and award pro-
cess. These tables document the wide variations in requirements among the‘gbencies
on a wide range of elements invalved in the proposal process. :

Specific Federal Agency Requirements !

Some of the unique and potentially burdensome or otherwise significant require-

ments of the agencies that were identified during the course of the study involve
such areas as basic information about the proposal, provisions for pre-proposal

agency contacts, usejof prescribed agency forms, cost Sharing, budgetary informa-
tion and supporting defail, contact requirements, and agdpcy review and evaluation
processes. ~A-number of specific agency provisfons are of particular significance
including the step-funding of NASA, the questionable administrative requirements

.of EPA, and the continuing and expanding relationships between the funding agency
-and the institution encouraged by the Sea Grant Program of NOAA.
‘ Vd

I1. _THE UNIVERSITY OF. CALIFORNIA POLICIES AND PROCEDURES

Basic responsibility in the University of California system for the submission of
contract and grant proposals is divided among the Board of Regents, the Président
of_the University and the Chancellor of each campus.” The overwhelming bul¥ of
proposal activity is carried out and controlled by the individual Chancelldrs. Ba-
sic policy.and procedures have been issued in the Policy and Procedare Manual for .
Contract and Grant Adminisifation which covers such topics as dcademid policy, Uni-

_versity commitment, cost recovery, cost sharing, approval of solicitation, authof

rity to submit proposals, and acceptance of contracts and grants.

1
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" II1. UC SAN DIEGO IMPLEMENTING PROCEDURES . —
SAN IMPL

Y

- \ . . s .
_ ¢ Although UC San Diego is a relatively young qampus except for the Scripps Insti-

tution of Oceanography, it had 1,643 active contracts and grants in 1973-74 re-
presefiting 40% of the total expenditures- for the campus from all sources. NSF,
DOD, NASA, and AEC. are the principal funding agencies, in the order listed, but

nearlty all other Federal funding agencies have been or are currently represented.

. .6

UC San Diego implementing procedures "on proposal preparation and review are set
forth in the Policy and Procedure Manual. A1l campus proposals must be processed .
through the Contracts and Grants Offices. Detailed procedures are prescribed for -
pregaration and clearances before approval. A standard form has been developed
for .use when the agency does not use prescribed forms. Average’ clearance time is
less than ten days although many proposals arg ‘cleared in much less time ‘to meet
agency deadlines. Negotiations‘are‘goordinated with the Office of Contracts and
Grants and with the 0ffice of the President. Acceptances are made through the

Office of Contracts and Grants and involve careful review of the terms and condi-
tions, ’

Differen; review and clearance procedures are observed in the Medical School,
Scripps

involvement at the Departmental and Dean's or Director's levels. Selective
dissemination of information relating to available funding sources and other data
-relating to research projects, personnel, facilities, equipment, and research pro-
gram developments based on the Stanford Unjverst¥ty SCRIPT system appears to be of
interest and potential value to research personnel.

IV.  IMPACT STUDIES Qﬁ_lﬂgiig SAN DIEGO CAMPUS LT

. The impact studies on the UC San Diego campus of the Federal contractf and grant re-
quirements rélating to proposal preparation, negotiation and award were based on a
standard set of questions addressed toaiministrative and research personnel .in
twenty academic departments or organized research units. This was suppiementad
by interviews and analyses in various campus staff offices involved 4n the propo-
sal process., The General Campus, Medical School, and Scrigps Institution of Ocea-
nography were équally represented in the: sample. - : - i

To a large degree the Yniversity requirements in connection with_the proposal pro-
cess are a direct reflection or implementations of Federal- agency requirements,

Some specific steps are introduced in the process, but they are related to the néed-
for appropriate institutionaT commitment to the propdsal. There are some reviews, .
such as those that relate to the number of. research’assistants being funded, which
are imposed in the interests of the educational progkam of the UniVersity. These_
reviews are relatively minor in cost and impggt.

5
-

i . . w
A significant numbee of findings are set forth in’the report covering such matters
?s: ) . I
" -the commitment by staff to process proposals to meét agency and University
requirements., .
-the wide range of minor variations among agency requirements wb*éh do not
represent an overwhelming problem to individual investigators, '

-the diversity in the types of'proposa1s submitted and research agreements
that are used. ) )

-
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nstitution of Oceanography, and the Main Campus with different degrees of .“
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’ ! . : .
-the limited review of the substance of. research probosals in the-review -
proGess. ’ :

v &
. , M 1 - * I3 . ¢
-the negattveneffects of agency requirements that ask for too detaile
supporting data too explicit research méthods and results. v
L

"-the interre]atioqsﬁip of private and Governmenfa1,supbort in proposal -
development. ‘ . )

; - . - . o
-the frequent neglect of technical and administrative support provisions apd

management need$ in proposals. ) ‘

" -the advantages of éon.ii'nu‘lng personamétibnships between the. ﬁrincipaT\"
'1nvest%E?tor and *funding agency personnel. . ’
S ? . e

. -the need for a selective dissemination system on funding agency announgges: . .
merits, campus research capabilities, and related information for investige - -

. . 4

., tors. . L. ‘ - —lfﬁf%%'

R I

_ . . e,
-the spectal management a#d administrative suppori;requiremen%s of large-
scale managéd,applied,regearcb'groposg]s.; ) I "l ’
-evaluatigns of the relatjonsktps betw‘eéﬁi?invéégiégté%é andi specific funding

“agencies. . ' g a . .

\ : —

+the neéd for specialized contract and:grant assistance {n thenghoo] of
Medicine. , _ T .. 4

In addition to these general obs j » the report\discusses the issue of the -+ .
impact of these requirements on research management in\terms qf the following fac-
tors: » . . . ) ) -
* - e . » AN . . - o
Cost and Effort  Information onthe monetary cost and time and-effort of. the 4¥
injtial proposal preparation at the investigato and the subsequent pro-
© cessing, review, negotiation and awardiare set forth/for a number of different
. situations. Ne total dollar c#st figur ai¥éble but tie amount is sub-
" stantial and*must be considered 1n,gg4‘ on to the\nearly 7,000 proposals in
1973-74 which resulted® ip:$267 millipf i ards. The'problems of funding this
substantial cost are also outlined. Feda agencies seldom specifically fund
such cqsts direc}]y atthough they may do § wrndirect1p. <L

s

Delays Whilé considerable perfods, of time may be invélyed in meeting University
or Federal agency réquiﬁem!hts, the reswting delays sel if ever result in
not meeting. agency deadljnes. However, the 6-8-10 months) orymore requijred “for,
agency processing does_present.sérious problems to the*Urdiversity, particularly
v Since mosk Federal funding-is on a year-to-year basis. (No relief appears to.be
“in sight. 'Some of the University review tequirements a discuszsg_in detail, "
and .the potential dangers involved in their arbitrary en orcement”are-highlighted.

&ntroduction-d? Conflict Some of the numerous areas of tentia]‘cz$£1i6t be-

tween funding agenci® and the University-academic world a d\pe ween the academi¢
apd administrative staffs of the University are” identified. 35 a1soBpBinted
out ‘that these same'areas represent opportunities for cooperation. There does
™ Jappear to.be any simple, one-time sdTuﬁions’tp these numerous potential areas

of conff?it, but the University, both with respect to its own internal conflicting
forces and in.its relationsRips with Federal agencies, must maintain an atmesphere
of open interaction in which these probleg areas can be resolved or tempered befare

[
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. they ;%te1erate'to a serjous level. :

» -

1‘2cademit Issues  In addition to the academic issues raised in the discussion of .
ntroductfon of conflict, there 1s the question of whether the University should
gear itself to shoyrt-term miSsion orfented research and pylic service projects
or Twmig itself to Tonger-term, basic research projects carried out by the indj-
viduad investigator. This, in turn ralses questions of academic frd®dem and the
degree of. research managefient required. Paralleling this issue is the potential
‘for further divigion between the administrative-managemeﬁt concerns of the}campus
and the attitudés and objectives of the acagemit-research personnel. ’

'

Non-Standardized Requirements There is a serjous problem in the divergence in
agency propgal requirements on a wide-range of detaiJed items. The most note-
worthy of these are jtemjzed in the  report. Theavariations are not a major N
source of complaint at the research leve] since each reséhrcﬂ’nﬁt usuaTly works

. With one or two funding agencies, or where more agencies are 1nvolved, use of
UC San Diego's staridard proposal farm minimizes che problems. While standardization -
is hot a problem of overriding urgency, it does” require attention, particularly to
agd#d,the unreasonable requirements of new agencies and programs and unilateral
changes in requirements by existing funding agencies. At the same time, recognij-
tion should be given to. the need for three or' four standard format® for the basij-
cally different types of Propasals. Mechanisms should be developed so that the .

“institutions have a sifnificant voice in developing these formats and reviewing

'~ deviations by individual agencjes before they are made -effective .

L3

Record Keeping . While both .the campus and University-wide have extensive record

keeping responsibilities in c nnection with research proposals and awards to meet .

agency ‘requirements, these are“carried out by the coritracts and grants staffs
#ith Tittle involvement or impact on reéearch.management or academic departments.
Increasing reliance by some Federal agencies on the contract and grant staff as
the primary official channel of communication reinforces -the peed for ‘an-effective
records system and communication with the academic departments.

. i
. | o , .
© V. EONCLUSIONS AND RECOMMENDATIONS t

T

Federal.Ageﬁcyt-‘rnsbétutiona1 Relationships

Standardized Proposal Fé?mat A series of.standardized research proposal formats
o be developed, by representatives of the Federal agencies and of selected universi-
ties for the major categories of research projects. The standard formats sbould
avoid the specific agency requifements that have been highlightéd.,in the report .
43 being burdensome.gk\ - v . o : ’

"Fedsral Agency-University Coordination’ Continuing mechanisms to-coordfnate—- .
relationships between the higher educatiogal insti tions.and“the Féderal fund- -
ing agencies on all aspects of.gxtramuraéﬁﬂhnding hould be strengtHened. Partj-
cular attention should be focused on such problems-as providing an effective means

. of controlling unilateral agency departures or innovations in-contract and grant
requirements; clarifying the‘b}sic ¢haracter and objective; of, the vesearch furd-
1Ng programs w?th-universitieskrproviding a systematic primary channel of regula-
tory and advisory communication’ and strengthening the central coordinatign rofle
in the Exécutive Office of tHe President on these matters.
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* computations for educational institutions.

* .
: - iy
. ] .
.

- ‘ { N
Multiple Year Funding Multiple year funding or stef” funding of research pro-
Jects at educational institutions be encouraged as a matter.of natiopal policy te

gear such research to the educational programs, academic requirements ang admini-
strative needs of the universitijes.

; \
Extended Use of Basic or Master Agreements - The use of basic or master dyreements

should be extended to cover all major Federal funding agencies supporting educa-
tional institutions with a significant number .of research agreements.

.
M T

~ Funding of Proposal Preparation Costs Federal funding agencies should recognize

and make specific prov¥sion for the funding of costs of preparing research propo-
sals for the more complex research projects preferably as direct cost$ subject
to reimbursement or,.alternatively, as an element in the indirect cost recovery

¢

Specific Proposal Requirement Problem Areas , ; - * »

support Data Requirements for detailed support data of budget estimates be
Timited to major expense jtéms (over $2,500) ‘that depart substantially

(25% or more) from normal operating levels of expenditures by the institution
and are subject to reasonable and detailed forecasts. .

Duplicate Budget Data The requirements for duplicate budgetary data deve-
Toped for agency actiyity or program categories in connection with NIH, " N
NASA, U.S. Air Force contracts ‘and the NOAA Sea %rant -Program be eliminated.

EPA Special Requirements " The questions raised by the University of Califor-
n1a and theNommittee of Government Relations of NACUBO on the EPA interim
grant regulations.of November 27, 1971, and on provisions in subsequent re-
search agreements relating to such matters as cost sharing, .acceptance of
grant conditions at the proposal stage, special time and effort reporting
provisions, right of termination, chapges in scope of work, provisions for
property management, and insurance coverage should be resolved through coope-
. rative negotiations. ° BN ’

‘Equipment Certification and P‘ercentmt Requirements The special re-
quiremengs of AEC and ONR7for a certif®ation in connection with equipment .
‘purchases and of ONR, REC, NASA and Air Force relating to the special docu-
fentation of percentage of effort of investigators devoted to the project be |
€liminated, and the underlying problems of propertysmanagement and time com-
mitment to the research project be specifically idgﬁ?ified and resolved oh é.

breader basis.

" Institutional and University of California-
’ Policies and Practices o ,

\ . B

« Selective UszﬁQQnation of Research Opportun¥ty Information and Related

Data UC aneUrego and other educational institutions with significant
researtch interests§geve1op-or utilize automated selective dissemination sys-
tems for distributing announcements of research opportupities and -related
Tegislative, Cpngressional and- agency materials from both governmental and
private sources to individual members of the faculty and other research person-
nel. Such a system could also be expanded to exchange informatign within the
research community of the fnstitution on on-going research interest and capa-
‘bilities, aid- in the development of intgrdisciplingry research proposals, and
provide information op the availability“ef.special services, unique itéms of
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“equipment and!specialized‘fiéilities that may* be of interest to other re-
search persghpel. . g o ¢ . :

J ,i-: . L t .. 48 .

-Administrative-Management Considerations in the Proposad Process At the
time that pretiminary consideration s being given to the deve]obmént“of a
complex research praposal, arrangements be made for'actiye participation in
‘the project Planning process by selected campus interests to assure a ba-
lanced concern of acddemic-research and administrative-management intere§ts
throughout 311 .stages of the proposal process and subsequent administration
of the agreémen&; Research proposals that are' more routine in cliaracter
should have a verygimited review in the department or school, the Office of
the ChangeVlor and the Office of Contracts and Grants to assure compliance

“with camput. pad idies and to identify potential problem cases. Campus-plan-
njng‘ﬁroc%ssésj ould also focus attention on anticipating major devg]opments
in organized reggarch pri§rams and reflecting them in campus plans without

reliance onxreviqwtof each contract or grant proposal.

; ) FaL ., - oo -
POSitive P]anniﬁg of Campus-Federal Agency Relationships The Office.

of Contracts and Grants, the Offfce of Graduate Studies and Research and

a select group of research administrators and rincipal investigators make
annual evaluations of campus-Federal agency relationships on research,
training and other programs on both an-overall and agency-by-agency basis.
These evaluations should be based on such sources-‘as individua1‘gxperiences; .
agency announcements and requlation$; informal administrative and prafessio-
nal comtacts; library reference infarmation; annua? reports; reasons gjven
for revision; rej i oposals; information

i E s of audits and site

pus strategy a
program- approach should be developed generally and for each major funding
agency. This information should then-be widely reviewed and communicated 4p o
the campus compunity for quidance ip the development and negotiation of ré--
search proposals. : . T K
Traiping in Proposal Preparatjon UC San Diego and other gradwate and,pro- »
fesdronal schools offer formal training to junior academic and resedrgh '
members in the development and preparation of research proposals ard
supporting administrative data, drawing upon the experienée,gjf;be S
research personnel, representatives of public gpdoprivate Funddng sg6
and selective use of availableg lj;egazarg:aﬁfﬁbéﬁﬁsal‘greﬁérggjonl

Channels of Communications with ¥unding Agencies . Emphasis be placed upon
the maintenance of the official] channel of communjcation betwegn ghg,caﬂy
pus and the funding agencies through®the campus.Office ‘of Contracts apd
Grants. Direct informal contacts between the princiba1~in9estigaior and
the agency technical staffs should also be encouragédg, particularly on the
substance of the re§earch_proposa1, but the Office of Contracts and Grapts .
should be kept informed on each development as it occlrs. Only in this_
way will that office be able to assess the imp4ct of changes® in the propo-
sal on the institution and to coordinate evaluation df révisions of the .
financial support or substance of proposals during gbe aanCy reviews nego~
tiation and acceptance stages. ¢ . * )

' ‘ -

ot . .
*Since this report-was written, a ﬁ%w redraft of FMC 75- . relating to uniform
administrative requirements has been received. This draft yncludes standard forms
» for applying for all types of Federal assistance and a statement of the general
policy objective of consistency and uniformity<in agenty refuirements. : Unfortu-
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nately, this redraft has provisiehs -for a number of exceptions and-falls consi-
derably short of the recommendations set forth in this report. Before final
issuance of the Circular, further discussions with selected university represen-
tatives along the lines suggested by thise report would be helpful. There should 2
also be a firm tommitment by the funding agencies that they would use the stan-
dard forms und instructions. Any exceptions should be subject to-advance nego-"
tiations with the educational institutions :as well as approval by GSA.- - i
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THE DHEW REQUIREMENTS FOR THE PROTECTION
(OF HUMAN SUBJECTS: . +
ANALYSIS AND IMPACT ATgEHE -
'UNLVERSITY OF CALIFORNIA, BERKELEY

¢

+
g

S . :
. ©  SUMMARY L

~

I AND II. BACKGROUND AND IMPLEMENTATIQN OF THE REQUIREMENTS

. . - L - Ay
The fundamental DHEW requirement is that no grant or contract Tnvolving human
subjects will be made unless the résearch design has been reviewed and approved
by an institutional review committee compdsed of research professionals.
Chapters I and Il of the report provide the background @n this requirement and
describe the Berkeley campus policy and.process for implementation of the require-
ment. : :

I11. IMPACT OF THE DHEW REQUIREMENTS

-

Bgnéfits

“12'*fhe direct and indirect benefits.which have been identified and analyzed at
Berkeley include the following: -

1. Protection whicﬁ results from committee revieq;(

4

Protection which refults from a generdl. campus <onsciousness raising;
t

The development of a group of professionals with special knowledge in

protecting human subjects; - 2t -

The devglopment of a collection of case histories on the ethical consider-
at¥ons and research procedures for protecting human subjects; and

The protection.of the-University against bad public relations and legal
action. )

L)

Costs
» '——'_', '

l * .
! The direct and indirect costs identified and analyzed include the following:

# 1. The financial cggts;

. ~
.. The negatiVe‘effects on research of the informed consent requirement;
1)

\

The threat to academic freedom;

The negafive effects+on the direction of reseaFEh;

7
L]

{
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‘5. Delays; and

-

6. The distraction of the researcher from his primary task.

2

Other Impacts of the Requirements
The requirements created a maJor controversy over the concept of soc1a1 risk at
Berkeley. This controversy “{s described and analyzed.

IV." BASIC PRINCIPLES OF AN IDEAL SET OF REQUIREMENTS

. hd .

This chapter discusses basic pr1nc1p1es re1evant .to any/ further revisions in the
DHEW requirements and to any new set of requirements 1£sued by any other govern-
ment agency The principles include the following:

1. Self responsibility of the researcher;

2. ,_Loeaﬂ)eer group review;

A simple administrative procedure to clear minor risks;

.

Emphasis on the positive benefits of human subject research; '

M1n1m1zat1on of the dangers of dentra11zed control- and government censor-
ship;

. . ¢ - '»

Emphasis on the-importance of academic freedom;

Prevision for a waiver of written informed consent;
)
Avoidance of heavy add1t1qna1 procedures.for clearing vulnerable subject
‘experimenta tiony
Elimination of any requ1rement for completed wnst1tut1ona1 review before
a proposal is submitted for federal fundjng; and .
¥

. Provision for ro;atjng membership on the institutional review committee.

-

’

", Y. IMPROVEMENT IN THE CAMPUS PROCESS. FOR PROTECTING HUMAN SUBJECTS

This chapter discusses a new process developed by the Berkeley campus for clear-
ng non-DHEW funded. human subject research .

L) .
>




TIME AND EFFORT REPORTING

- S

SUMMARY

~ INTRODUCTION - 7

UCSDypayrolls over 3,000 employees each month of wﬁ*@h one, half receive all-or part
of their salary from contract and grant funds. These payments totaled over $20 mil-
lion in 1972-73 and affected operations in more than 50 campus departments and re-

search units. . ’ : )

*
-

foice'of Management and Budget (OMB) Circular A-21 Rev.-(reissued as Federal Man-
agement Circular (FMC) 73-8) establishes Federa] contract and grant requirements for
time and effort reporting.

No additional or supplementary requirements are 1mposed by ‘individual funding
agencies.

Annual manpower surveys‘required by National Institutes of Health (NIH), National
Science Foundation (NSF), National Aeromautics and Space Adm1n1strat1on (NASA) and
other agencies are excluded from this analysis.

¥

) . _ 1.- FEDERAL REQUIREMENTS . @ °

‘Allowable personal services costs must be réasqnab]e and conform to established
~ institutional policy consistently appliea and adequately suppor<ed.

" Persomal services costs must be based on institutional payrolls appropriately
documented.

[N . — _

Stipulated sa]ary support is authorized but generally not used by the Un1vers1ty of
California.

Dirett charges of’academic salaries must be based upon institutional salary systems

supported by: ,

a. adequate appointment and workload distribution system and accompahied
by monthly reviews by responsible officials and a report of any signif-
icant changes, or , -

b. - a monthly "after-the-fact" certification by departmental cha1rmen of
the d1str1but1on of effort of 1nde1dua1 academics.

Direct charges for sa]ar1es and wages of non- profess1ona1s must be supported by
time and attendance and payroll distribution records.

The Fair Labor Stdndards Act of 1938. imposes positive time peporting requirements on
non exempt employees of educational institutions (80 of toLeJ .staff emp]oyees)

JIL UNIVERSITY OF CALIFORNIA»{NPLEMENTING POLICIES AND ahOCEDURES

In general, the University re11es ubon the payro]] Sys and normal documentation
supplemented by a monthly "after-the>fact" review of(ﬁork1oad distribution by a
respons1b1e official for academic persdnne] £

PR

\ .
Positive reporting of time and effgft is ﬁ%quireq of all staff employees funded
‘Y from Federal contracts and grants. \ } .

o S
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I RSITY OF CALIFORNJA-SAN DIEGO IMPLEMENTING PROCEDURES

The University“of Californmia, San Diego policy and procedures mandal sets forth the |
following requirements . ’ :

a. Accuraté att®wdance records are required for all staff employees and
academic employees eligible to accrue vacation/sick benefits. °

b. Empioyeés' tio®e records are"maintained for .all staff employees any

// portion of WhosgLégjary or wage costs are charged directly to a
Federal contract oh grant. ..

. - c. bayro]] Time Sheets and special payrolls are the mechanisms used to
pay general assistance employees.

, d. A1l payroll documents must be yetained in departmental files for ten
years or longer 1n accordance with award requirements.

IV. RELATIONSHIP OF FEDERAL TIME AND EFFORT REPCRTING REQUIREMENTS
AND UNTVERSTTY TFPLEMERTING POLICIES AHD PROCEDURES

There is a significant relationship between Federal time and effort reporting

requirements, the Fair Labor Standards Act of 1938 and the University policies and
procedures. . “ -

4, ’
Without any requirements in Fede‘a] contracts and grants, the University would
have nad to develop a system of positive time recording for most staff employees

and a basis for alldcation of the time of academics and exempt staff ehp]oyeeg to
various®contracts and grants and leave status.

The formal review and certification by the departmental chairman of the workload )
distribution of academics to spec1fi€ projects represents an additional requirement. ’

The Federal contract and §rant requirements reinforce the need for positive time .
reporting and records for payroll distribution of salary costs. These requirements -7
apply to exempt as well as non-exempt staff employees. ’

- . V. IMPACT STUDIES OF THE FEDERAL
TIME AND EFFORT REPDRTING REQUIREMENTS

. Indtvidual:-Departmental Analyses \ . » '

Eight research units and academic’departﬁents were included in the sample for the
UC San Diego campus. They were:

o
. Marine Physical Laboratery
Marine Facitities . ’
Marine Biology Research Division ) . -
Applied Physics and Information Systems
Physics Department
-+ Chemistry Department A
Medicine Department l
- Radiology Department -

fﬁe surveys of the sample departments revealed observance of the Pederal reqﬁirements o
but considerable variation in detaided procedures at the departmgntal level and lim-
ited observance of some of -the additional local campys requirements.

rd

48




g

/

7

Tee Offices of Contracts angiGrants, Accounting.and Staff Personnel, both 1n the "
Office of the President and the campus level, were 1nvolyed in policy and procgedure
as well as spec1fic'opgrat\ng aspects of time angd effort reporting. The only
identifiable costs were those required in connection with internal audits by the
General Accounting Division of the Accounting Office of 1/4 FTE a year at a annual
cost of $4,000.

General Findings of the Impact Studies

Direct costs in 1ndividual units are nominai but when aggregated for the entire

University might total $500,000. However, modification or elimination of the con-
tract and grant requirements would not reduce the University's gperating cost
materially. :

, Delays - This requirement does not involve any significant delays i1n processing
contracts or-grants nor 1n the carrying out of the research effort, although
it may result 1n some deldays in payments or final close-out. These delays do
not appear to be significant. N . -

Time and Effort - Widespread time and effort is required at numerous points within

the University fo comply with this reguirement, but within each umit the amount 1s

nOminaL. o

Introduction of Conflict - The time and effort reporting requirement wtroduces a
potential element of conflict for both staff and acacemic employees. While the

copfjict 1s fairly low-key, 1t contributes to the gap between the admimistrative
and dcademic-research worlds of the University. * ’

P

Non-Standard Reguirements - The requirements in thig area are standard as set forth
1n OMB C1pguTar A-21 Rev. Reference to this source in agericy requlations would be
" helpful. t- .

- N
Academic Issues - In addition.to the introduction of conflict issues discussed & .
above, the requirement does involve the potential for serious-acadernc objections

. due to the practical difficulties in assigning-tine and effort to specific activi-
ties and, more significantly, to the implications of such reporting to the pro-
fessional status of the academic staff.

"Record Keeping - Two aspects of record keeping merit attention: {1) the record
keeping involved 1n time and effort reporting for staff employees 1s becoming 1n-
cre®ingly burdensome and (2) the  10-year record retention requirement 15 costly
and appears excessive. :

LY

VL. CONCLUSIONS AND RECOMIENDATIONS®
Conclusions

Minor Cost E]emeﬁt

0 - L]
The direct and indirect costs. of positiye time reporting for staff employees and
"after-the-fagt" review and certification of distribution of effort of academic
-employees 1nvolves a minor cost for each Umversity employee financed from )
these funds although the aggregate represents a substantial sum. However, these
costs result as much from the University's own admmistrative requirements and
the requirements of the Fair Labor Standards Act as from those prescribed n
Federal contracts and grants. The costs would not be substantially reduced b
modificqtion or even elimination of the latter. -

[y
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1ame and Effort Reporting and Multiple-Source Funding

Administrative problems that result from- time and effort reporting are minimal when ] -
the salarjies and wdrk effert are related to a single Federgl Contract and grant.
Administrytive difficulties develop when Federal contract and grant activities are
multi-source funded and gonstitute the primary sources of funds for the unit. Under

these conditions the following factors tend to make the time and effort reporting
requirements particularly burdensome:

-A substantial percentage, up to 30% in some instances, of the total direct
charged salaries in contract research units is for technical and adminis-
trative support personnel. The efforts of these employees are not readily
1dentifiable with "individual reseé¥mqh contracts and-their salaries might
appear to be appropriately funded as indirect costs. - .

-The University of California payroll system was not designed to accom-
modate the complexities of multi-funded employees within the time schedule
of the system. To avoid the burdensome paperviork in the research depart-
ments and the Personnel or Accounting Offices, numerous practical accom-
modations ;in the procedures for the costing of salaries have developed.

<

AN

-Federal contract and grant funding is based on a by-product or incremental
‘GQé{qaccount1ng concept with Federal support shifting away from general
nstwtutional supportf™to funding of a larger number of specific projects.
Because of this trend, it is increasingly difficult for universities to
adhere to specific time and effort ‘reporting reguirements for the funding *#
i of general technical and administrative type positions. N
r .
-Academic-research supervisors, while expecting a full eight hour day and
forty hour work week from staff efployees, place a low value on positive
time reporting and regular working hours for themselves and their staff
employees and often reflect this in their administrative practices.

Stipulated Salaries ) ‘

-

/ .

The stipulated salaries alternative for academic salary payments does not appear to

be subject to modifications that would mfke it generally acceptable to the univer-

sities as a viable alternative for present procedures. It also does not appear

feasible to extend this alternative to staff employees in view of other legal
requirements and management éqnsiderations. . :

N ’ AY

Potential Conffict in Administrative and Academicgg:T;;§\‘

Enforcement of time and effort reporting requiremeszbnmust be carefully balanced
against the sensitive professional and personal issues that are involved. and the
basic role of research in the university's program, Unilateral development of
‘\%dministrat1ve regulations and the arbitrary enforcement of their minutiae beyond

he point-of reality can set the stage for disregard of even reasonable requirements
and lead to unnecessary confrontations. Failure of academic personnel to understand
and cooperate in theé achievement of reasonable controls and to recognize a public .
trust .responsibility in the expenditure of public funds can result in equally serious
political and administrative reactions. The answer lies in restraint, reasonablpness,
understanding and cooperation by both parties, and a mutual effort to reduce the gap
in attitudes and value systems of administrative and research personne]. .

- -1
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Recommendations

Federal Agency

Administrative Approval of Certifications . .

The monthly "after-the-fact" certification requirements of OMB Circular A-21 Rev.
and those of the University should be modified to provide more leeway to campus
administrators to delegate authority to responsible administrative officials
Other than the departmental chairman or equivdlent academic officials to make the
certifications.

Publication of Requirements

The standard government-wide requirements that apply to-all Federal contract and
grant operations, such as OMB Circular_ A-21 Rev., should be issued in a single,
source document rather than reissued in duplicate wording in individual agency ,
regulations’. The Federal Procurement Regulations might well serve as, this single
source document. Implementation of this recommendation may be feasible under the
recent .reorganization of the Office of Management and Budget which placed most of
the Federal assistance managemen programs within the General Services Administra-
tion, an agency which has a well established system of regulations. This is only
one aspect of the more general prcoblem of developing simpler and more authoritative
documentation of agency requirements with am effective system of -access for the -
many offices on campus requiring this information.

Cost Distributn of Direct Charges for Salaries and Wages

Federal requirements and the University implementing procedure$ should be modified, --
particularly with respect to multi-source funded positions, fo separate the payroll
and cost distribution procedures. The former could be handled through a ciearing
account based on daily attendance and hours of work reports. Labor cost distri-
bution, on the other hand, could be based on one or more of the alternatives of
work orders, specific hours worked (as is expected under current policies in OMB
Circular A-21Rev.), percentages of time over the reportirig period, or othér appro-
priate factofs as determined by working conditions. In all cases, review and
approval of cost distribution by a responsible person familiar with the work
situation should be required for each pay period, and the basis for the.distribu-
tion be a matter of record. Close coordination in the documentation of these two
records should also be reflected in the system. This system would be particularly
appropriate for administrative and technical support poesitions that must be
financed as direct charges but whose services are not readily identifiable with

a small numbér of individual contracts or grants. However, in the interests of
uniformity, the system could be extended to all contPact and grant employees.

o Institutional Recomhendption
1 -
Institutional Management Policy -

~

On the basis of this study of time and effort reporting requirements and practjces,
including those of Federal-agencies, it is apparent that the management and faculty
of educational institutions should give increased attention to this area of opera-
tions. Potentially serious problems are being identified as a result of deficien-

cies in the basic documentation of time and“effort of both academic and staff
personnel ‘and in the systems used to distribute and verify these costs on a real-
istic basis. These areas db represent complex administrative.issues particularly

~
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where research is funded from multiple 'sources and integrated with teaching and
public service programs. Further complications flow from the apathy or even
negative attitudes of the university personnel directly involved. The acceptance
of Federal contract and grant funds i1nvolves a commitment of time and effort and
its systematic reporting, distribution and verification. The institution must
reflect this commtment 1n 1ts planning and systems operations to a degree that
may well represent a substantial departure from the traditional university opera-
ting style or‘va1ue system on administrative matters.

. University of Calffornia Recommendations

¥4
Changes in University of California Regulations

The following recommendations are directed at \jmproving University of California
1mp1ementatioq of time and effort reporting reqirickments: .

-The new payroll procedurescurrently being developed should reflect the
need to charge salaries and wages to a number of différent fund accounts
for individual employees on a ftequently changing bas®s without extensive
personnel- actions, paperwork or payroll corrections.

-Requirements for retention of payroll support documents and certifications

«0f academic Tistings should be reduced from 10 years to 5 years, unless
a longer time.is set forth’ 1n the agency award requirements. This change
would make the retention requirement consistent with other University

" records retention periods. It would also result 1n substantial savings
n record retention costs. , :

-The Offices of Accounting and Staff Per‘ae] should “be closely coordinated
in training, audit programs, and the issuance of instructions involving
time and effort reporting, payroll and personnel policies.

-The detailed instructions for time and effort reporting and related

- payroll procedures at the departmental level should be standardized
campus-wide with authorized alternative procedures for those situations
involving multi-funded positions, personnel at sea, personnel at remote
locations, or other unusual conditions. These instructions should be
developed in close cooperation with representatives of the academic
departments and should be implemented through a campus-wide training
effort. ’ : .

-The UC San Diego campus requtirement that deviations fh@m the work sche-
dule, i.e., reporting late for work, be reported as tardiness and makeup
time should be eliminated as long as the employee works eight hours each
day and forty hours each week.

-In ‘those instances where the time of employees is charged to individual
contracts’ and grants on the basis of approximations made by reasonable
- methods as authorized by the OMB Circular, the basis for the approximation
" should be a matter of record in the department and updated or verified as
to its validity each month. ’

--Th& payroll listings used to support the after-the-fact certifications of
the distribution of effort of individual academics. should also include
data on effort of individual staff employees charged to that contract or
grant to provide a full picture of salary and wage charges.

-
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.. Impact Elemehfs hnd Selected Agencies

- JImpact Elements: \~'a The fdllo!\h,i‘né are thos¢ areas of potential ipact used

*

o

2. .
. Benefith .

. Cest: .

b4 “~

by the RMIP staff- in analy?¥g each of the Federal require-
ment areas. ) :
Benéf‘lts'which may accri]é to the Universit;} in implementing
a Federal r;eqduirianfent. ) : (

Iﬁenﬁﬁablé,dduar costs of ac y -quirem,ents fulfill-
ment by .various University uni “individuals' respon- . .

., sible fof empliance. ) .. -

’

Delay, for example, in the research effort due to the

need for obtaining clearances required by various dgencies
(and within the University to the extent that tje process
is caused by-ap agengcy requirement); delay in payments
for reimbursement of University working capitaﬁ‘ used to

, fund contract and grant dctivity; delay in the pr§®ssing

' 'ln‘trodfxction of:
Conflict

—

>
.

. Non-Standird Re:
uirements +

cord-Keeping:

.

S .‘a
- ]
N

" -fef example, meetings of campus Human Subjects Committee, -

of documents. !
i e B
Policies, procedures and requirenjents introduged into
the UfiiverSity's environment which are divergent from . °
the noﬁn%ode of University operations and which may

cause turbulence either between elements of the Uﬁivgr-

"sity o between the University and an otside agency.

Academic issues are also examined,in this category.
' . .- .
T . A

Vatiations among the requirements of Faderal agencies
in the same area, such as reporting, recording properly
or obtaining prighapprovals.- . ~

- v P

and time limit-

quuirements_ for a variety of records, s? as detail
0

reeords tobe R'exgt._ménner of recordin
-gtions. ° ‘. LI

-

Time of camptis personnel inegarryink out a requirement, ,

Jtime to prepare proposals, or time%e-prepare dethiled *
progress reports.of projects. { y

- /




‘ ; : (9) United States Air Force

T . APPENDIX A (contd.. ™
.. Impact Elements and Selected Agencies v
Agencies: : The following Federal sponsoring agencies are &ncluded

in the impadt studies:
g (1) Atomie Energy Commission* -
< , ('2? En\ﬂronﬁ‘ne%&l Protection Agency
: (3) .Nati‘onal Aeronauties and Space Admi.ni.stratipn
. . » “(4). jNat,i,onal ‘Ir-lstitute,of Education - s
‘ (5) National Institutes of ‘Health
. (6) National Ocearii;: ;ﬁ‘q Atmospheric Adeinistrati‘on‘
‘ (D) National Science P;){J,ndation ’

/-
(8) - Office of Naval Research

» 1975 the Atomic Energy Com
ent Agency. For purposes of this

rt, Federal requirements

pertaining e AEC and discussed in the impact Mtudies will be those in '
effect befgfre the above changeover.date. S
- <
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. e Dest\:’;ﬁtlon of Major Federal Requuemept Areas - ) .

Thé’ following is’a deseription of the majer Federal req‘uir?emeqt areas considered for study
by the RMIP staff. Nine areas (indieated by an asterisk) were selected. for. in-depth study.
The studies provide an analysis of the impact certain Federal requirenients impose on an
inst‘:tion as a result of accepting: Federal contracts and grahts. ‘
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Federal Requirement Areas:

Affirmative Action: Actions which must be taken to achieve the goals of the
Federal Equal Employment Opportunity program,” inelude: 1) recordkeeping; 2)

women; ;5) special training; 6) affirmative action commimttee operations; 7)
special; staff, such as coordinators; 8) continuing review and reporting to
management on goal achievement. . b

Yin ludes letters of credit, advance by Treasury check, or reimbursement
%su@ check. - ‘ .

k4
4

Consultants: Procegures which must ‘be folfowgd in the utilization _of both irf-

assuring compliance with agency restrictions on use of internal consultants; 2)
justifigation in proposals t’or’ use pf particular persons selectedds consultants and
> s ramoun®s of fees;"3) procedures to comply with agency requirements posts; 5)
-deterimination of whether specific arrangement should be treated as a consulting

" contgact’or employee’status. ~~—

L3S

'Césti Reaovery: "Procedures necessary to document and demonstrate direct and

institution. The procedures include: 1) geccumulation of data, development. of
proposal and negotiation of indireet cost rates: 2) accumylation of data,
+  development of proposal and negotiation of computer rates; 3) application of
indiregt cost rates; 4) impact of the CASB; 5) negotiation of Patient Care .Cst
Recovery Rates. T . ’ (=
Cost Sharing® . Actions which must be taken to ¢omply with policies regm‘ing
" Institutions to contribute a certain portion 6f project costs. Those. adtions
‘ihelude: 1).seftifg methods for making the contribution, either through salaries
of fMoregoing indirect costs; 2) maintenance of records required’to
-:«establish sharing; 3) negotiation of agreements with agencies, either institutional
Cort _;"9; individual; 4) audit of evidence of. compliance; 5) prcparatiop of final reports.

: ;!ﬁ_u‘gnméntal Impact: Actions taken to meet Federal and State Legislation
req?jgg environmental impact studies concerning land Use planning prior to

congruction. The actions include the preparation and processing of environ-
mental impact studies and reports. - ‘

- E— . N
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*Cash ‘Elbw: Maintaining the cash flow for Federally funded projects, which’

2

Indirect . costs rising under’ Federal projects so as to recover costs for the

determination of patterns; 3) goal setting; ,4) recruitment of minorities and -

ternal and externa consultant funded by research project sourceg include: 1) °
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Description of Major .Federal Requirement Areas

*Financial Mdnagement: Budgeting, accounting and detefmination of allowable costs.
These actions encompass: 1) expenditure limitations; 2) submission of financial reports; 3)
rebudgeting, inclulfing pragram and budget deviations; 4) record.keeping; 5) close-out of
project. ’ . .

- A\

*Health and Safety: Procedures to assure a healthful&nd‘safe environment in areas under® .

campus jurisdiction for students, faculty, statf and the general public, and to minimize
loss of people power, facilities and money. The area encompasses: 1) OSHA requirements;
2) radiation and biological hazgrds; 3) te disposal; .4) air and water pollution; 5)
equipment safety; 6) fire and ex&sion safety.”” ’

*Human Subjects Protection: The process of éssurir)g the protectjon @f human

includes: 1) review of proposals for human subject utilization; 2) writing proto )
operations of the Human Subjects Committee including study of protocols, reviey and
approval of protocols, record keeping, educating and consulting with the campus,
“continuing review of project operations, principal investigator's adherence t required
standards; 4) use of Consent Forms by the principal investigator and audits by C?ﬂa_mittee..

Inventions and Patents: Resolution of the interests of the rescarciler, institution, agency
and publichin inventions and patents resulting from the resedrch. The area encompasses:
1) negotiations of conflict between institutional and agency policies; 2) entering into
patent agreements with Federal sponsors; 3) complying with agency rfequirements for -
disclosure stat>ments; 4) making agreements concerning division of royalties; 5)
development of institutidnal policy;.6) interim and close-out reports.

Laboratory Animals, Care of: Observance of requirements, for, the health and care of
amimals used in research projects. The area encompasses: 1) provision of proper facilities
as required by law; 2) animal carg and use committée operations; 3) maintaining and
obtaining accreditation; 4) campus surveillance of ammal activities and compliance
surveys; ‘ 5) 1ndividual certification of projects; 6) -arrangements for ‘services of
veterinarians. g )

4 S ' R .
Narcotics and Dangerous Drugs: Actions required in acquisition, handling, stdrage, issue,
use and dispensing of narcotics and dangerous arugs for research purposes in order to
comply with.laws and regulations. Those actions include: 1) obtaining required licenses -
_and approvals for individual research projects; 2) maintenan® of a control system at the
institution; 3) cross-reference to "Human Subjeets"; including afgy special protocols or
reports required; 4) clearance by State Clearing House (peculiar to C lifornia).

*Procurement: Those procedures involved in‘acquiring personal and real property and
. services other than pérmanent payroll staff’ including procurement of outside consultants.
The area includes: 1) vendor equal-dpportunity; 2) sereening .property; 3) agency prior
_ approyal; 4) use of GSA; 5) obtaining excess property; 6) record keeping; 7) payment of_

<

State sales tax; 8) subcontract administration. ‘
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beinig at
risk in research projects including physical, social and psychological risks.- Thﬁ(ii%s C
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. acceptance and execution of award. The area encompass

_‘Time and Efforting Reportipg:

. ~academic employees;

. N .
# - i . .
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» " APPENDIX B (contd)
Des;:ription of Major Federal Requirement Areas - ..

*Property Management: Actions to maintain, control, account for, report status on and
dispose of property furmshed by government fund# include: 1) inventorying; 2)
maintenance; 3) recopd keeping; 4) reporting to agency; 5) restricted use; 8) title transfer;™
7) disposition; 8) close-out of pro;ect 9) transfer of property to another institution,

‘PropoLal Prewatlon Negotiation and Award Dra-ftmg and .developing docu,ments
mstltutlonal review, approval and submission; revision tiation with agency and
¢ following: 1) work of the
" principal investigator; 2) pre%posal contagt with the agency; 3) assistance of campus
contract and grant office; 4) institutional levels of review; 5) assessment of applicability
"of agency terms and conditions; 6) review of legal form; 7) resources analysis/cost sharing;
8) other institutional requxrements peculxgr to California, such as State Clearing House,
State Flre Marshal, Drugs, etc. . ! -

: e
nghts in Data: = Resolution of the mferests of the researcher, institution, agency and
.publi€ in the data of knowledge’ developed?n the research. Thg area includeg: 1) negoti-
ation of conflict between agency itutional policies; 2) compliance with résearch
agreement terms; 3) development and administration of institutional policy,” mcludmg
involvement of _the facxfety and administration; 4) resdlution of problems concerning -
sponsor restrictioms on publication data; 5) negotiating and carrymwt ©f publication
agreements; 6) dlsposmon of data and clofe-out prolect

Technical Reports Actlon,s to provxde the sponsormg agency with the substantive findings
of the research project. JThe contracting institution reports, which might also include
journal publications. The reports, may be submitted in writing, film or tape. The
researcher participants in the negotxatzons between the agency and the University
mvolvmg the reporting requirements. *

Policies sand procedures .for complying with Federal
contract and grant requireménts to document and supbort diréct charges for salaries and
wages of academic and staff employees. The area encampasses: 1) time and attendance
records and procedures for staff personnel; 2) entering of time and attendance data onto”
the payroll time sheets/and processes; 3) ad)ustments 1in employment forms, payrolls and
fund accounts to which payroll is charged on th¢ bdkis of 'time and effort reports; 4) time
and attenddnce records of academic personnel; 5) ‘certification of payroll listings for
6) audits of time anpd attendance reports, payroll records;’ and
certlflcatlon for academic employees. . x $

-~

The process of complying with reét'rict,idns on travel funded from
1} describing and buddgeting ttavel “in

Tr&vel Approval
research project sources’includes the following:

arrangements to assure ‘compliance with: ‘contra8t and grant terms; 4) obtaining spe
approval for certain types of travel, e.g., meetings; §) makmg-report»s,of travel performed. -
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' proposal; 2) obtaining special approval for foreign travei; 3) mdintenancé of mstltutﬁog?,,, )




