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South Carolina

Research Centers of Economic Excellence

Minutes of the Review Board Meeting

August 28, 2006
Welcome and Introductions

Chairman Rook called the meeting of the South Carolina Research Centers of Economic Excellence Review Board (Review Board) to order at 10:05 a.m. The meeting was held on the 17th Floor of the Meridian Building in Columbia, SC.  Review Board members present included:

Benjamin T. Rook, Chair

Sam Tenenbaum, Vice-Chair

Paula Harper-Bethea, Secretary
Donald Babb

Harry Lightsey, III

Ed McMullen
Robert W. Pearce, Jr.

John M. Rivers, Jr.
James F. Barker

Raymond S. Greenberg

Andrew A. Sorensen
Review Board members not in attendance:

None

Others in attendance included:

Drake Accardi, CMA

Gordon Bayliss, USC

Tony Boccanfuso, USC

Richard Boyle, Bellsouth

Kathy Coleman, Clemson

Jessica Daly, Clare Morris Agency

Regina Fields, Health Sciences SC

Bill Hogue, USC

Angie Leidinger, Clemson

Connie Drake Loomis, Southern Strategy Group

Clare Morris, Clare Morris Agency

Harris Pastides, USC

Chris Przirembel, Clemson

Jerry Reeves, MUSC

Peggy Torrey, SC Dept. of Commerce

Ed Walton, USC

Gail Morrison, CHE

James Atkins, CHE

Julie Carullo, CHE

Cynthia Mallios, CHE

Voting Note

Consideration of Minutes

The minutes of the June 13, 2006, Review Board meetings were discussed including a correction to the spelling of Mr. Pearce’s name.
· Action on the June 13, 2006 Minutes
Ms. Harper-Bethea moved and Mr. Pearce seconded a motion to approve the minutes as amended per the above correction. 
· The motion was approved with all members of the Review Board present voting in favor of the motion.

Discussion of SC LightRail

Chairman Rook opened the discussion on SC LightRail. Mr. Lightsey began by stating that the discussion on SC LightRail related to telecommunications infrastructure. He stated that BellSouth had been involved in discussions with the SC LightRail parties and that efforts by BellSouth could be construed as being in competition with the proposed project. He also wanted the record to show that he had voted for this project in prior meetings under the assurances from the universities that this project did not involve an infrastructure build. However, based on the project handout, he believed this was no longer the case. As President of BellSouth in South Carolina, Mr. Lightsey recused himself from the subsequent discussion and the vote on this item. Pursuant to the State Ethics Act, a detailed statement of Mr. Lightsey’s potential conflict in this matter is attached to these minutes.
Dr. Bill Hogue opened the discussion with an overview of SC LightRail and a handout conceptualizing the proposed project which is attached to these minutes. This project is focused on higher education, health care and research. His remarks were made on behalf of Health Sciences SC (HSSC). Dr Hogue made three main points:

1. It is the universities’ Chief Information Officers’ (CIOs) opinion and others’ that SC LightRail is an essential element to the success of health care proposals funded through the Centers of Economic Excellence Program;
2. Similar programs in other states have been assessed to determine how to best approach the effort in SC; and
3. This effort will be a public-private partnership between the universities and HSSC.

At the time of the presentation, the final cost has not been established. The effort will involve leasing of fiber and the construction of advanced switching systems with an estimated initial start-up cost of $5-$6 million. The project will eventually be tied to the National LamdaRail system.

Ms. Harper-Bethea inquired about the timing of the project. Dr. Hogue responded that they hoped to have the major lines (strands) operational in early 2007. President Greenberg stressed the importance of having the system in place in the next six to nine months; therefore, funding requests would need to be finalized rather quickly. Mr. Tenenbaum asked the question about who would have final approval for the project—the Review Board, the Commission on Higher Education (CHE) or the SC Budget and Control Board (B&CB)? Ms. Harper-Bethea inquired about how the system would be procured and the impact of procurement on the proposed Spring 2007 timeframe.
In response Presidents Greenberg and Sorenson indicated that the State must move forward with the project to avoid falling further behind our neighboring states which already have an advanced network in operation. South Carolina is one of only eight states not connected to the National LamdaRail system with an advanced fiber network. Chairman Rook inquired about the source of interest in this project and who would implement the project. President Greenberg responded that the universities and research associated with the Endowed Chairs Program was the primary driver, but that the South Carolina Research Authority (SCRA) was also interested in the project, including potential management of the system. 
President Greenberg suggested using a substantial part, but not all, of the Endowed Chairs interest money to fund Phase I of the project. Mr. Pearce expressed concern over the appropriateness of using the interest monies for such a project, and indicated that the universities should discuss this concern in any proposal submitted to the Review Board. In addition, the CHE has approved a funding request for the FY 2007-08 Appropriation Act from the three research universities for $4.5M for the initial phase of the project.
 According to President Greenberg, the $4.5M would consist of $2M for equipment, $2M for annual (recurring) operating costs and the remainder for lease expenses to the telecommunications provider. Dr. Pastides commented that the project could ultimately cost up to as much as $10M. President Greenberg also stated that another source of funding discussed was to utilize the research infrastructure funds available to Clemson, MUSC and USC through the Life Sciences Act. Although the Presidents had not discussed the matter, President Greenberg thought that it would be appropriate to use research infrastructure funds for the SC LightRail Project. President Barker also stated that the universities were also pursuing federal sources of funding for the project.
Mr. Rivers and Mr. Tenenbaum both stated that the universities should provide the Review Board with a specific proposal on funding mechanisms which might draw interest monies from the SC Research Centers of Economic Excellence account or from the Life Sciences Act. Mr. Tenenbaum stated that the proposal should be based on the concept of the “Endowed Chairs” program and should include sources of matching funds. Chairman Rook inquired as to whether the SC Department of Commerce (Commerce) would be interested in participating in the effort. President Greenberg responded that Commerce was interested, but that this raised the question of who would ultimately be responsible for the project, in particular the involvement of the Office of the State Chief Information Officer.  
· Action on the SC LightRail Request
· It was agreed that the universities would provide the Review Board a proposal for consideration at the October 30, 2006, Review Board meeting. The proposal was to be provided at least one week in advance of the meeting.
Discussion and Reconsideration of the Healthcare Quality Proposal

At the June 13, 2006, Review Board meeting, the universities were granted approval to amend and re-submit the joint USC/MUSC/Clemson Center of Economic Excellence in Healthcare Quality proposal which had been submitted for FY 2005-06 funding. The proposal was included in Category 3 in the On-Site Panel Final Report dated May 31, 2006, and was not recommended for funding. President Greenberg provided a brief overview of the amended proposal and the concerns raised in the On-Site Review Panel Final Report. The On-Site Review Panel reviewed the revised proposal and recommended the award of $5M as requested to be funded from FY 2006-07 funds. The award includes two Endowed Professors.
· Action on the Recommendations of the On-Site Review Panel

Mr. Pearce moved and Ms. Harper-Bethea seconded a motion to approve funding of the amended Healthcare Quality proposal. Discussion of the motion included a question by Mr. Tenenbaum on the relationship of this proposal to the recent Duke Endowment Award to HSSC.
 President Greenberg affirmed that the Duke Award was indeed based, in part, on successfully securing this Healthcare Quality award.
· The motion was approved with all members of the Review Board present voting in favor of the motion with the exception of Chairman Rook who abstained. Pursuant to the State Ethics Act, a detailed statement of Chairman Rook’s potential conflict in this matter is attached to these minutes.
Discussion of Proposed Changes to the RFP Guidelines
Dr. Morrison reviewed proposed changes to the RFP Guidelines governing the submittal of requests for proposals.
 On Page 10 of the draft RFP Guidelines, the staff has included, at the suggestion of the On-Site Review Panel, various success metrics utilized by the University Association of Technology Managers (UATM) to monitor existing program success by the universities. Dr. Przirembel suggested that the patent timeframe in the proposed metrics was unrealistic and that it typically takes five to seven years of research effort to result in measurable, new patent activity. President Sorenson stated that it would be difficult to “acquire” the requested information, and agreed with Dr. Przirembel that most of the information being requested would be a “null” set. In other words, such success has not been obtained at this time. President Greenberg suggested that perhaps additional metrics other than those used in the UATM survey should be included, such as extramural funding activities.
Dr. Morrison stated that such metrics are important to show the economic development success of the awarded research proposals. Mr. Pearce suggested using the metrics contained in the existing guidelines currently required in the annual reports, as opposed to having a separate report as suggested in the proposed RFP Guidelines. Mr. Rivers stated that he agreed with Mr. Pearce on this matter. Mr. Pearce also added that he expects the universities to submit their annual reports this year and that such data could be included in the reports, as opposed to a special report on activities. President Sorensen suggested that the annual reports, to be submitted during October 2006, for FY 2005-06 could be attached to the proposals. Mr. Pearce asked if the Review Board would receive annual reports this year from the universities on October 1. If so, these reports could be used to summarize the success of the program to date with whatever data is available.
· Action on Proposed Changes to the RFP Guidelines
Mr. Tenenbaum moved and Mr. Rivers seconded a motion to delete the success metrics as proposed from the RFP Guidelines. The motion included a statement that the Review Board expects an enhanced annual report from the universities on October 1 that would include existing success information.
· The motion was approved with all members of the Review Board present voting in favor of the motion.
Discussion of Proposed Changes to the Program Guidelines

· Inclusion of the FY 07 Budget Proviso in the Program Guidelines, Section IV
Dr. Morrison reviewed proposed changes to the Program Guidelines beginning on page 6 of the document. The change would clarify the types of research efforts that could be funded under the program consistent with Part 1B proviso in the Appropriations Act for FY07. 

· Action on the Inclusion of the FY 07 Budget Proviso in the Program Guidelines
Mr. Rivers moved and Ms. Harper-Bethea seconded a motion to include the budget proviso in the Program Guidelines.

· The motion was approved with all members of the Review Board present voting in favor of the motion.
· Clarification of Use of Non-State Matching Funds in the Program Guidelines,
 Section V
Dr. Morrison reviewed proposed changes to the Program Guidelines on page 6 that clarify the allowable use of matching funds. The change makes explicit that both state funds and non-state matching funds may “be used to maintain an endowed professorship to include financial support for the professor’s salary, fringe benefits, and start-up/support package, and may also include support for other faculty, staff, and especially graduate students, as well as equipment, facilities, library, and other resources.”

· Action on the Clarification of Use of Matching Funds in the Program Guidelines

Mr. Tenenbaum moved and Ms. Harper-Bethea seconded a motion clarifying the use of non-state matching funds in the Program Guidelines as proposed.
· The motion was approved with all members of the Review Board present voting in favor of the motion.
· Change in the Deposit Schedule of Non-State Matching Funds to a University’s Endowment in the Program Guidelines, Section VII
Dr. Morrison reviewed a proposed change to the Program Guidelines on page 8 concerning the deposit schedule of non-state matching funds to a university’s endowment. The word “first” was removed which will allow non-state matching funds to be pledged, received and used for operational costs of a center or endowed professor before non-state state matching money is deposited into the university’s endowment. The Program Guidelines were changed to read “For an endowed professorship, all of the state match plus $2 million of matching funds raised must go into an endowment (e.g., $7 million). Until official pledges and/or cash contributions are obtained for the $2 million of matching funds required to go into an endowment, no other State funds may be dispersed.”
· Action on Change in the Deposit Schedule of Non-State Matching Funds to a University’s Endowment in the Program Guidelines
Mr. Pearce moved and Mr. Tenenbaum seconded a motion to eliminate the requirement to deposit the first $2 million in non-state matching funds into the university’s endowment.
· The motion was approved with all members of the Review Board present voting in favor of the motion.
· Discussion of Whether Non-State Matching Funds are Required “Per Chair” or “Per Center or Award” 
President Greenberg discussed the confusion related to the amount of non-state money required to be placed in the university’s endowment to match state funds. The three research universities are not in agreement regarding their interpretation of the statute or of the Program Guidelines. The Medical University of South Carolina and the University of South Carolina have assumed that the first $2M required to be deposited in the university’s endowment was “per Center or proposal.” For example, an award for $5M, which includes two chairs, would only require the first $2M of non-state matching funds to be deposited in the endowment before state funds could be drawn down. Using this same example, Clemson has operated on the assumption that the first $4M ($2M per chair) of non-state matching funds would need to be deposited into the endowment before state funds could be drawn down. For a $6M dollar award with three chairs, all state and non-state matching funds (a total of $12M) would need to be placed in the university endowment, leaving no expendable funds to initiate the research effort.
According to President Greenberg, the award of the Duke Endowment monies to HSSC has created an additional concern over the requirement to match “per Chair” as opposed to “per Center or proposal.” Pursuant to the award, Duke Endowment monies cannot be placed in an endowment. If this Program Guideline remains in effect, all awarded and future funded proposals which seek to use Duke Endowment monies as a non-state match will be required to seek other pledges and obtain those pledges before the Duke monies can be used to match an award. Given the constraint that the Duke Endowment monies must be used in the next three years, such a requirement would not allow the universities to use the Duke Endowments monies in the required timeframe set forwarded by Duke. Therefore, he proposes that the Program Guidelines should be clarified and that the Review Board should adopt the “per Center or proposal” funding model. President Greenberg also suggested that any change would need to made retroactive due to the funding decisions already made by the universities.
Mr. Lightsey commented that he believes that the legislative intent of the statute is clear that each chair should be matched per the Clemson model. President Greenberg stated that the universities agree on a dollar for dollar match, just not on a “per chair” basis. The issue is how much money needs to go into the university endowment. He emphasized that it takes a substantial amount of funding to start-up the research effort; therefore, non-state funds need to be liquid and not all be placed into the university endowment. 
Mr. Tenenbaum added that the ultimate aim is to improve South Carolina and that the Review Board’s final decision on this matter must advance the program. President Barker commented that President Greenberg’s proposal represents a change in Clemson’s original understanding, but acknowledged that such a change would provide greater operational flexibility. This would minimize the institutional investment to start-up a Center and accelerate the research success. Mr. Pearce asked how such a change would negatively impact the ability to fund an endowed chair long-term, and expressed concern over President Greenberg’s suggestion to make these proposed funding changes retroactive. He concluded that it was an issue of an “endowment” versus flexibility to use matching funds for operation. Dr. Pastides re-emphasized that the university is not as concerned about the long-term value of the endowment as it is about finding funds to start the research effort.

Chairman Rook inquired about how to distinguish between state and non-state matching funds placed in the endowment versus non-state matching funds used for start-up. He was of the opinion that state funds would not be used for start-up costs but would be placed in the endowment. Ms. Harper-Bethea stated that the Review Board should seek to encourage collaboration between the universities and promote economic development. She also stated that the program was at a critical juncture and that some consideration must be given to changing the Program Guidelines to take advantage of the Duke Endowment award. 
Chairman Rook requested of the Review Board their preference as to a time frame to find a solution to this issue. Mr. Pearce suggested that a resolution be found in the next two weeks. 
Clemson University Infrastructure Certification Change Request

President Barker reviewed the proposed change to Clemson’s prior research infrastructure certification issued by the Review Board on June 29, 2005. Clemson is requesting that $2.5M of the original $4.2 bond request certified for the purchase of property be reallocated to equipment for the Campbell Graduate Engineering Center.
· Action on the Requested Certification Change
Mr. Lightsey moved and Ms. Harper-Bethea seconded a motion to amend Clemson University’s prior research infrastructure certification as proposed. Chairman Rook inquired about the current status of the use of infrastructure certification and requested that an update be provided at the next Review Board meeting.
· The motion was approved with all members of the Review Board present voting in favor of the motion.
Audit Committee Report
Mr. Pearce presented the recommendation of the Audit Committee Panel which reviewed four proposals submitted in response to the Audit Request for Proposal. Mr. Pearce chaired the panel, and Mr. Tenenbaum participated from the Review Board. Also participating on the panel were Dr. James B. Atkins, Mr. Gary Glenn and Mr. Jeff Richards from the Commission on Higher Education staff.
· Action on the Audit RFP
Mr. Pearce moved and Ms. Harper-Bethea seconded a motion to affirm the panel’s selection of Derrick, Stubbs and Stith, LLC, to conduct the audit of the South Carolina Research Centers of Economic Excellence Program.
· The motion was approved with all members of the Review Board present voting in favor of the motion.
Marketing Committee Report
As Chair of the marketing committee, Ms. Harper-Bethea introduced Ms. Clare Morris, President of the Clare Morris Agency. Ms Morris introduced her staff and thanked the Review Board for the opportunity to conduct the marketing effort. Ms. Morris stated that they had initiated work on developing a marketing plan which will include branding, education of key stakeholders and developing a new website for the program. President Sorenson emphasized that he thought that it was important not only to market to in-state interests, but also to out-of-state interests to attract the actual endowed chairs. Ms Morris informed the Review Board that an external Stakeholder Committee has been formed and had already met to discuss their thoughts on the program.

Chairman Rook suggested that if we had a standard PowerPoint presentation, it could be used at various speaker bureaus and other forums as a marketing tool. President Greenberg emphasized the importance of developing a website for the program. He had been unable to locate the current website which is imbedded in the CHE website.
· Ms. Harper-Bethea proposed and the Review Board agreed to have a more formal and lengthy presentation on marketing activities at the October 30, 2006, Review Board meeting.
Report of the Nominating Committee-Election of Officers
The Nominating Committee was chaired by Mr. McMullen, with Mr. Lightsey and Mr. Pearce serving as members. Mr. McMullen presented the recommendation of the Nominating Committee which was to maintain the current officers.

· Action on the Recommendations of the Nominating Committee
Mr. Rivers moved and Mr. Pearce seconded a motion to nominate Mr. Rook as Chair, Mr. Tenenbaum as Vice-Chair, and Ms. Harper-Bethea as Secretary of the Review Board for FY 2006-07.

· The motion was approved with all members of the Review Board present voting in favor of the motion.
New/Other Business

Chairman Rook requested that perhaps one of the Endowed Chairs could attend the next Review Board meeting and provide a brief overview of his research. Chairman Rook also requested a progress report from the universities on the status of their respective research infrastructure projects, including construction/implementation progress and the amount of non-state matching funds received to date. Mr. Pearce also requested information on the status of hiring endowed chairs. Dr. Pastides stated that the recruiting efforts were well underway, and that USC hoped to hire several additional chairs in Fuel Cells, Brain Imaging and Polymer Nanocomposites later in the academic year.

Mr. Tenenbaum also requested that Dr. Morrison exam the current staffing for the program and provide the Review Board a recommendation on staffing the program. Mr. Tenenbaum stated that this should include hiring an accountant and an additional research person as needed. Chairman Rook also suggested that someone on staff be involved in managing the marketing activities currently underway.
The next scheduled meeting of the Review Board is October 30, 2006.
Having no other business, Chairman Rook adjourned the meeting at 1:30 p.m.
� Mr. Ed McMullen was present at the meeting following the discussion of changes to the Program Guidelines. Therefore, he did not cast any votes on items prior to, and including, the Program Guidelines.





�� HYPERLINK "http://www.nlr.net/about/" �� National LambdaRail� (NLR) is a major initiative of U.S. research universities, regional networking organizations, and private sector technology companies providing a state-of-the-art national scale networking infrastructure. NLR exists both to serve “big science” and other discipline-based research initiatives in advancing knowledge and understanding and to support network research in developing new networking technologies and capabilities. Refer to � HYPERLINK "http://www.nlr.net/about/" ��http://www.nlr.net/about/�.


� This funding was approved at the September 2006, CHE meeting.


� Refer to the June 13, 2006, Review Board minutes for a discussion of the Duke Endowment Award to HSSC.


� In a change from the prior year(s) Program Guidelines, the guidelines were separated into two distinct documents; the RFP Guidelines and the Program Guidelines. The RFP Guidelines include references to the submittal of proposals under this program, including but not limited to, selection criteria and due dates for proposal submittal and award. The Review Staff has proposed that the RFP Guidelines will be updated annually to reflect changes to program due dates or other amended proposal review or award criteria. The Program Guidelines will be limited to programmatic guidelines and will be updated and/or amended only as deemed necessary by the Review Board.


� Part 1B proviso in the Appropriations Act for FY07 clarified this section of the Act. Part 1B reads: 





5A.18. (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 specifically provided for use in the areas of Engineering, Nanotechnology Biomedical Sciences, Energy Sciences, Environmental Sciences, Information and Management Sciences, and for other sciences and research that create well-paying jobs and enhanced economic opportunities for the people of South Carolina and that are approved by the Research Centers of Excellence Review Board that are derived from private or federal government sources, excluding state appropriations to the institution, tuition, or fees. The only federal dollars that may be used to meet the endowed professorships matching requirement are those federal dollars received after July 1, 2003.
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