

Agenda Item 5c


Consideration of Revision to Program Guidelines:
In-Kind Matches for Endowed Chairs Program
Purpose:  To revise the South Carolina Research Centers of Economic Excellence Program Guidelines at the February 26, 2007, Review Board meeting, concerning the use of In-Kind, Non-State Matches for individual Endowed Chairs proposals.
Issue:  Section 50 of the South Carolina Research Centers of Economic Excellence Act refers to non-state “private matching funds” which must be raised (“on hand”) by institutions prior to the drawing down of state funds for individual Endowed Chairs proposals.  During the first several years of the Endowed Chairs program, all institutions used cash matches exclusively.  On August 23, 2006, the University of South Carolina submitted a Matching Funds Certification for the Brain Imaging Endowed Chair that includes an in-kind match,
 the McCausland Brain Imaging Center, to be constructed by the Palmetto Health Alliance at PHA’s expense.
The Brain Imaging Matching Funds Certification prompted dialogue and discussion at the staff level regarding the legal definition (including legislative intent) of the phrase “private matching funds.”  The staff considered the fact that the South Carolina Research University Infrastructure Act (11-50-70) permits a broad spectrum of cash equivalent, non-state matches, defined as follows:

This portion of the cost, in the discretion of the Research Centers of Excellence Review Board, may be in the form of cash; cash equivalent; buildings including sale‑lease back; gifts in kind including, but not limited to, land, roads, water and sewer, and maintenance of infrastructure; facilities and administration costs; equipment; or furnishings.
It is important to note that at the October 30, 2006, Review Board meeting, the Program Guidelines were revised such that institutions are now required to deposit no less than 40% of the non-state match total into the proposal endowment.  Therefore, in-kind matches may not exceed 60% of the non-state match total.
Recommendation:  Section VII of the Program Guidelines should be revised in the following manner:

VII.  Eligible Matching Funds

Institutions have the option of obtaining dollar-for-dollar cash matches or in-kind matches.  An in-kind match refers to the value of non-cash contributions provided by a third party.  These contributions may be in the form of real property, equipment, supplies and other expendable property, and the value of goods and services directly benefiting and specifically identifiable to the project or program.  If a good/service has been donated to an institution, the institution may claim the fair market value of the good/service as a ‘cash equivalent’ match.  If a good/service has been sold/provided to the institution at a reduced rate, the institution may claim the reduced rate of the good/service as a ‘cash equivalent’ match.  [See The Research University Infrastructure Act Cost Share Accounting Policy for specific guidelines on claiming in-kind matches.]
Only funds and in-kind contributions that have been committed to this program and derived from contributions or revenues from non-S.C. tax dollars committed and raised after January 1, 2002, may be used as matching funds.  The term “contributions” is defined to mean only such funds and in-kind contributions that are actually collected by a university’s Research Centers of Economic Excellence Fund (see Section VII below) and verified by the respective institution in such a manner as deemed satisfactory to the Research Centers of Excellence Review Board.  Cash contributions, revenues, or other types of monetary funding used as matching funds may not be borrowed.  Federal funds may be used as matching funds
 but must be investments in infrastructure in direct support of a particular Research Center of Economic Excellence (i.e., equipment grant, construction grant).  Federal awards made for the purpose of conducting specific scientific investigations are not eligible.

At least $4 million (at least $2 million matched by $2 million) and possibly as much as $10 million (up to $5 million matched by $5 million) can be generated under this program.  For an endowed professorship, all of the state match plus no less than 40% of matching funds raised must go into an endowment.  Until 40% of the non-state match total has been obtained in official pledges and/or cash contributions, no other State funds may be dispersed.  In-kind matches may not account for more than 60% of the non-state match total.
�  An in-kind match refers to the value of non-cash contributions provided by a third party.  These contributions may be in the form of real property, equipment, supplies and other expendable property, and the value of goods and services directly benefiting and specifically identifiable to the project or program.  If a good/service has been donated to an institution, the institution may claim the fair market value of the good/service as a ‘cash equivalent’ match.  If a good/service has been sold/provided to the institution at a reduced rate, the institution may claim the reduced rate of the good/service as a ‘cash equivalent’ match.


�  The ability to use federal funds as non-state match was first allowed under Proviso 5A.27 in Part 1B of the FY04 Appropriations Act, which reads:


5A.27.  (CHE: Research Universities Matching Resources) Notwithstanding the provisions of Sections 2-75-05(B)(4) and (6) and 2-75-50 of the 1976 Code, to meet the endowed professorships matching requirement of those provisions, a research university may use funds from any source except state appropriations to the institution derived from taxes or fees imposed or authorized to be imposed by the General Assembly, or any other state appropriations derived from taxes or fees imposed or authorized to be imposed by the General Assembly.





