

Agenda Item 5b


Consideration of Revision to Program Guidelines:
Usage of Funds for Programmatic Support Purposes

Purpose:  To propose revisions to the South Carolina Research Centers of Economic Excellence Program Guidelines at the February 26, 2007, Review Board meeting which define legitimate programmatic support expenses to be paid from the Research Centers of Economic Excellence Lottery Account.

Issue:  Section 2-75-70 of the Research Centers of Economic Excellence Act states that expenses for “staff and support for operations of board and panels,” as well as “all necessary funds for the prudent operation of the board” must be provided from the Research Centers of Economic Excellence Matching Endowment.
As the Endowed Chairs Program has evolved, the Review Board has used Lottery Account funds to provide for program expenses explicitly defined by the legislation, as well as for expenses not explicitly defined by the legislation, but which clearly fall within the parameters of prudent operation in order to ensure the overall success of the program.
The Review Board has operated under the premise that the main corpus of the fund (the annual appropriation) should be reserved for Endowed Chairs Research Center proposals, and the expanded fund (accumulated interest) may be used for programmatic support expenses.  However, the Act does not distinguish between accessing the Lottery Account principal and the Lottery Account interest.  Section 2-75-30 simply states:  “Interest earning of the endowment must remain in the fund.”  Section 2-75-70 states that programmatic expenses “must be provided from the fund….”  Therefore, there exists only a single fund from which monies may be drawn for Endowed Chairs Research Center proposals and programmatic support expenses.
At present, the Program Guidelines do not contain a stated policy on the usage of the Lottery Account for programmatic support purposes.  The Program Guidelines also lack an inclusive definition of programmatic support funds, what the legislation broadly refers to as “the prudent operation of the board” (2-75-70).
Recommendation:  The Program Guidelines should be revised to include a new section, which clarifies what portion of the Lottery Account may be used for programmatic support purposes, and which also defines programmatic support expenses, as follows:
Section XII.  Usage of Funds for Programmatic Support Purposes
Pursuant to Section 2-75-70 of the South Carolina Research Centers of Economic Excellence Act, funds from the Research Centers of Economic Excellence Lottery Account may be used to pay for programmatic support expenses.  The expanded fund—that is, that portion of the Lottery Account which may be defined as “accumulated interest”—may be used for programmatic support expenses, which include:  staff support; operation of the Review Board and all Review Board committees; operational expenses of onsite review panels; marketing contracts; auditor contracts; conferences and professional development directly related to the program; honoraria for technical and onsite reviewers; and other prudent programmatic support expenses directly related to the operational success of the Endowed Chairs Research Centers program.

The Review Board may also permit Programmatic Support proposals that make use of the expanded fund in order to directly assist the Research Centers in their mandate to enhance economic opportunities in knowledge-based industries; e.g., an information technology system or infrastructure project that collectively serves all of the research institutions and endowed chairs.  Such Programmatic Support proposals must conform to the Review and Awards Process, and all other proposal requirements, as stipulated in these Guidelines, including:
—Individual Programmatic Support proposals must be in an amount no less than $2 million and no greater than $5 million;
—Individual Programmatic Support proposals are subject to a three-stage review process (e-review, onsite panel, Review Board) as described above in Section VI, and elsewhere, if appropriate.

—Individual Programmatic Support proposals must comply with the non-state matching requirements and calendar deadlines as stated in Section VII above, and elsewhere.
—Individual Programmatic Support proposals are subject to all evaluation and report deadlines as stated in Section X above, and elsewhere.

—Individual Programmatic Support proposals are subject to all the terms and conditions for the transfer of state matching funds as stated in Section IX above, and elsewhere, with the following exception:
State matching funds need not be placed in an endowment, but instead may be placed in the Research Centers of Economic Excellence Fund of the lead fiscal institution for use as stipulated in the Programmatic Support proposal.  The lead fiscal institution shall be responsible for maintaining all appropriate records and financial statements for presentation annually to an independent auditor.
