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This summary reviews a number of issues regarding the Program Guidelines of the SC Research Centers of Economic Excellence Program principally concerned with the issue of chairs verses centers, and the use of in-king non-state matching funds. The purpose of this summary is to propose recommendations to the Executive Committee for an upcoming agenda item on Program Guidelines at the October 30, 2006 Review Board meeting. It is further intended as a discussion draft for the Executive Committee, which will be considered at the full Review Board meeting on October 30, 2006.
1. Issue: Pursuant to Section 2-75-50 (3), of the SC Research Centers of Economic Excellence statute, an application
 for an award from the Centers of Excellence Matching Endowment must be in an amount of not less than $2M and not more than $5M. Is an award to a single endowed professor or is the award to multiple endowed professors clustered in a Center? How should minimum contributions of non-state matching funds to an institution’s Centers of Economic Excellence Endowment be structured to optimize the success of the research effort?
Recommendations: The Program Guidelines should be changed to include the following:

· Applications (proposals) submitted to the Review Board must be in an amount of not less than $2M and not more than $5M. 
· Proposals may be for a single professor or for multiple professors clustered in a Center of Economic Excellence. Specific funding and budget justification must be provided with each proposal to document that the proposed research effort(s) can be adequately supported with the amount of funding requested for the professor, professors and/or Center of Economic Excellence.

· To receive an award from the Centers of Excellence Matching Endowment, the lead fiscal agent must place a minimum of 40 percent 
 of non-state matching funds in the institutions’ Center of Economic Excellence Endowment. For example, for a $2M award, a minimum of $800,000 in cash from a non-state source must be matched with the $2M in cash from the Centers of Excellence Matching Endowment (e.g. Lottery Funds). For a $5M award, a minimum of $2M in cash from a non-state source must be matched with the $5M in cash from the Centers of Excellence Matching Endowment. The state and non-state matching funds which comprise the endowment principal must remain in the endowment.
· The Review Board intends to provide adequate flexibility to the institutional fiscal agent to manage the institution’s Centers of Economic Excellence Endowment and overall research effort based on the specific funding requirements of the professor, professor(s) and/or Center of Economic Excellence. Based on the funding and budget information provided with each proposal, the lead institutional fiscal agent for the proposal must submit an estimated endowment funding schedule which details the schedule of non-state matching cash deposits to the endowment.
 This schedule will be subject to accounting true-ups
 as pledges are received and deposited into the endowment account. These true-ups must be reported to the Review Board.
· Pledges of non-state matching funds will be reported to the Review Board on not less than a quarterly basis. Documentation must consist of legal or financial data, including but not limited to, a transmittal or award letter from the non-state source of funds, internal accounting documentation of the institutional fiscal agent, inventory list, appraisal or other such information necessary to demonstrate the value of the pledge, and to confirm that the pledge is from a non-state source. The Review Board must provide written certification of the value of the pledge to the institutional fiscal agent in a timely manner. 
· Upon actual receipt of a certified pledge, the institutional fiscal agent should provide documentation that a pledge has been received. Documentation must consist of legal or financial data, including but not limited to, a transmittal or award letter from the non-state source of funds, check, deposit statement, internal accounting documentation maintained by the institutional fiscal agent, inventory list, appraisal or other such information necessary to quantify the receipt of the non-state match.       
· Upon receipt by the Review Board of data documenting receipt of the certified pledge, the institutional fiscal agent may request a drawdown of cash from the Centers of Excellence Matching Endowment. The request for drawdown must be an amount not less than $100,000 and cannot exceed the balance of the institution’s documented received pledges. The drawdown request must be consistent with the specific funding and budget justification provided with each proposal to document that the proposed research effort(s) can be adequately supported with the amount of funding requested for the professor, professors and/or Center of Economic Excellence.

2. Issue: Pursuant to Section 2-75-50 (1), of the SC Research Centers of Economic Excellence statute, an application
 for an award from the Centers of Excellence Matching Endowment shall “provide to the board documentation of private matching funds, on hand, in an amount equal to the amount for which application is made.” Does the statute require that matching funds be cash or can funds be in-kind? What are the positive and /or negative impacts of allowing other than a non-cash match?
Facts: Based on a review of data from the institutions, the majority, if not all, of non-state matching funds received to date have been cash in the form of private funds, extramural grant awards or federal earmarks. However, the University of South Carolina has proposed that an in-kind non-state match be approved. These funds, which total approximately $1M and are a match from Health Sciences South Carolina, are associated with the construction and outfitting of the McCausland Brain Imaging Center at the Palmetto Health Hospital campus.
However, pursuant to Section 2-75-50 (4), of the SC Research Centers of Economic Excellence statute, the South Carolina Education Lottery “provides a source of funding and an incentive for the senior research universities to raise, in dollar-for-dollar
 matching amounts, sums from private sources sufficient to create endowed professorships.” This section may indicate that only cash could be used to match state funds or the wording could imply that funds must be matched on an equal basis.
Analysis: Due to the large number of current and potential future, awards with Health Sciences South Carolina as a partner, the Review Board should gather information from the institutions concerning the potential for future requests to use in-kind non-state matching funds. The use of in-kind non-state matching funds could provide needed infrastructure required for the research effort. Having such facilities, either new or upgraded, could greatly facilitate the recruitment of professors and associated faculty and graduate students.
Recommendation: The Program Guidelines should be changed to allow the use of in-kind non-state matching funds to facilitate the start-up of research efforts. The value of such funds would be evaluated and certified in the process described earlier in this brief. The value of any in-kind non-state matching funds must be based on accepted cost-share standards consistent with applicable and current US Office of Management and Budget circulars.
� Emphasis added.


� 40 percent is derived from $2m divided by $5M. In suggesting this amount, this provides a uniform contribution to the endowment allowing equal financial flexibility for all awards, no matter the total amount of the award. The current flat amount of $2M of non-state matching required to be placed in the endowment acts as a disincentive for small awards.


� This schedule would replace the current Program Guidelines which require the first $2M in non-state matching funds to be placed into the institution’s Centers of Economic Excellence Endowment.


� Periodic adjustments and updates to the endowment fund balance.


� By reducing the minimum drawdown requirement from $500,000 to $100,000, non-state matching funds will be placed in the institution’s Centers of Economic Excellence Endowment at an earlier date than allowed under the current Program Guidelines, and would likewise allow non-state matching funds to be expended without having to first be placed in the endowment. Such an approach would provide a win/win situation for the institution allowing greater flexibility in managing the research effort of the professor, professors or Center, and also would provide an infusion of funds to speed initiation of the research effort.


� Emphasis added.


� Emphasis added.
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