COMMITTEE REPORT

April 3, 2002


H. 4622
Introduced by Reps. Wilkins, Harrell, Jennings, Keegan, J. Young, Hayes, Battle, Lourie, G. Brown, Carnell, Cato, Coleman, Emory, Gilham, Hinson, Leach, McGee, J.M. Neal, Ott, Perry, Riser, Sandifer, Scarborough, J.E. Smith, J.R. Smith, Stuart, Trotter, Whatley, J. Brown, Bales, Clyburn, Govan, Lee and J. Hines
S. Printed 4/3/02--H.

Read the first time January 30, 2002.

            
THE COMMITTEE ON WAYS AND MEANS

To whom was referred a Bill (H. 4622) to enact the “South Carolina Research Centers of Economic Excellence Act”, including provisions to amend Title 2, Code of Laws of South Carolina, 1976, etc., respectfully

REPORT:

That they have duly and carefully considered the same and recommend that the same do pass with amendment:


Amend the bill, as and if amended, by striking all after the enacting words and inserting:


/ SECTION
1.
Title 2 of the 1976 Code is amended by adding:


“CHAPTER 75


South Carolina Research Centers of Economic Excellence


Section 2‑75‑05.
(A)
This chapter is known and may be cited as the ‘South Carolina Research Centers of Economic Excellence Act’.


(B)
The General Assembly finds that:



(1)
it is in the public interest to create incentives for the senior research universities of South Carolina consisting of Clemson University, the Medical University of South Carolina, and the University of South Carolina to raise capital from the private sector to fund endowments for professorships in research areas targeted to create well‑paying jobs and enhanced economic opportunities for the people of South Carolina; 



(2)
these endowed professorships must be used to recruit and maintain leading scientists and engineers at the senior research universities of South Carolina for the purposes of developing and leveraging the research capabilities of the universities for the creation of well‑paying jobs and enhanced economic opportunities in knowledge‑based industries for all South Carolinians;



(3)
in communities across the United States in which better paying jobs and enhanced economic development in knowledge‑based industries has flourished, the local or state government has created incentives and made a long‑term commitment to public and private funding for a significant number of endowments for professorships in targeted knowledge‑based industries;



(4)
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;



(5)
these endowed professorships must be awarded to the senior research universities through a competitive application process, provided that the competitive process must encourage the senior research universities to submit cooperative applications with one another as well as in cooperation with other institutions of higher education; and


(6)
these endowed professorships, funded equally from the South Carolina Education Lottery and from other private sources, provide a foundation for the creation of centers of economic excellence.


Section 2‑75‑10.
There is created the Research Centers of Excellence Review Board.  The board shall consist of nine members.  Of the nine members, three must be appointed by the Governor, three must be appointed by the President Pro Tempore of the Senate, and three must be appointed by the Speaker of the House of Representatives.  The terms of members are three years, and members are eligible to be appointed for not more than two additional terms.  Of the members initially appointed by the Governor, the President Pro Tempore, and the Speaker of the House, one must be appointed for a term of one year, one for a term of two years, and one for a term of three years, the initial term of each member to be designated by the Governor, President Pro Tempore, and Speaker of the House when making the appointments.  The Governor, the President Pro Tempore, and the Speaker of the House shall appoint persons with substantial experience in business, law, accounting, technology, manufacturing, engineering, or other professions and experience which provide an understanding of the purposes of this chapter.  The board is responsible for recommending annually to the Budget and Control Board for approval a schedule by which applications for funding are received and awarded on a competitive basis, awarding of matching funds as provided in Section 2‑75‑60, and for oversight and operation of the fund created by Section 2‑75‑30.  The review board shall provide an annual report to the Budget and Control Board, which must include an audit performed by an independent auditor.


Section 2‑75‑20.
The presidents of the senior research universities shall serve as ex officio nonvoting members of the board.


Section 2‑75‑30.
There is created the Centers of Excellence Matching Endowment.  The endowment must be funded annually by appropriations from the South Carolina Education Lottery Account in the amounts provided by the General Assembly.  The fund must be managed by the State Treasurer, subject to awards from the endowment as provided in this chapter.  Interest earnings of the endowment must remain in the fund.


Section 2‑75‑40.
The senior research universities, individually or in conjunction with one or more other senior research universities or with other South Carolina higher education institutions, may make application for awards from the endowment as provided in this chapter.


Section 2‑75‑50.
An application for an award from the endowment must:



(1)
provide to the board documentation of private matching funds, on hand, in an amount equal to the amount for which application is made;



(2)
provide to the board documentation that all matching funds are committed and raised exclusively from sources other than South Carolina tax dollars, and that the funds are committed and raised after January 1, 2002;



(3)
be for an amount of not less than two million dollars and not more than five million dollars;



(4)
document that the application has significant potential to provide for enhanced economic development for the citizens of South Carolina in a specified knowledge‑based industry or field of commerce; and 



(5)
provide specific partnering activities with other institutions, businesses, or the community.


Section 2‑75‑60.
Upon a determination by the board that the provisions of Section 2‑75‑50 are met, the board shall appoint a panel of experts chosen from outside South Carolina for their expertise in the respective research field to review the application.  The members appointed to the panel shall have no affiliation with the senior research universities.  The panel shall convene in the State to review the proposals and to conduct site visits to ensure that appropriate research infrastructure exists at the applying university.  The panel shall make a report and recommendation to the board as to the merits of the application not more than ninety days after its submission to the panel.  The board then shall make a determination as to whether or not to award the matching funds and the amount of the award.


Section 2‑75‑70.
Staff and support for the operations of the board and the panels must be provided by the Budget and Control Board.  The Budget and Control Board shall approve all necessary funds for the prudent operation of the board, including per diem, subsistence, and mileage expenses of board members as provided by law for members of state boards, committees, and commissions, and for the costs and expenses of the panel members.  The expenditures authorized by this section must be provided from the fund created by Section 2‑75‑30, upon approval by the Budget and Control Board.


Section 2‑75‑80.
If any section, subsection, paragraph, subparagraph, sentence, clause, phrase, or word of this chapter is for any reason held to be unconstitutional or invalid, such holding shall not affect the constitutionality or validity of the remaining portions of this section, the General Assembly hereby declaring that it would have passed this section, and each and every section, subsection, paragraph, subparagraph, sentence, clause, phrase, and word thereof, irrespective of the fact that any one or more other sections, subsections, paragraphs, subparagraphs, sentences, clauses, phrases, or words hereof may be declared to be unconstitutional, invalid, or otherwise ineffective.”


SECTION
2.
This act takes effect upon approval by the Governor.  /


Renumber sections to conform.


Amend totals and title to conform.

ROBERT W. HARRELL, JR. for Committee.

            
STATEMENT OF ESTIMATED FISCAL IMPACT
REVENUE IMPACT1/


This bill would have no impact on the estimate of $127 million in lottery revenues for the South Carolina Education Lottery Account in FY 2003.

Explanation


This bill deals with allocating monies from the South Carolina Education Lottery Account.  The bill establishes a Center of Excellence Matching Endowment Fund.  The South Carolina Education Lottery will provide the funding so that it may be used in dollar-for-dollar matching amounts from nonstate sources sufficient to create endowed professorships.  On October 1, 2001, the BEA estimated the state lottery to generate $127 million for the Education Lottery Account in FY 2003.  Upon passage of this bill, the state lottery can still expect to generate $127 million in lottery revenue for FY 2003.  Therefore, this bill would have no impact on estimated lottery revenues.  


Approved By:

William C. Gillespie


Board of Economic Advisors

1/ This statement meets the requirement of Section 2-7-71 for a state revenue impact, Section 2-7-76 for a local revenue impact, and Section 6-1-85(B) for an estimate of the shift in local property tax incidence.
STATEMENT OF ESTIMATED FISCAL IMPACT
ESTIMATED FISCAL IMPACT ON GENERAL FUND EXPENDITURES:

$0 (No additional expenditures or savings are expected)

ESTIMATED FISCAL IMPACT ON FEDERAL & OTHER FUND EXPENDITURES IS:

See Below

EXPLANATION OF IMPACT:


A review of this bill indicates the enactment of this legislation would have no impact on the General Fund of the State as all funding will be provided from the South Carolina Education Lottery Account.  The estimated impact on the Education Lottery Account is as follows:


Section 2-75-10 requires the Review Board to provide an annual report to the Budget and Control Board (B&CB), which shall include an audit performed by an independent auditor.  The estimated cost for this audit is $5,000 annually.


Section 2-75-30 requires the endowment to be funded annually.  The amount appropriated into the fund is at the discretion of the General Assembly.


Section 2-75-60 requires the Review Board to appoint a panel of experts chosen from outside South Carolina for their expertise in the respective research field to review applications for receiving an award from the endowment by the senior research universities.  It is estimated the cost associated with this review process is approximately $300,000 annually, depending on the number of applications received.


Section 2-75-70 requires that staff and support for the operations of the Review Board and panel must be provided by the B&CB and that the B&CB shall approve the necessary funds for the prudent operation of the Review Board.  Due to the number of potential meetings and staff support required, the support cost to the South Carolina Education Lottery Account should be limited.


Approved By:

Don Addy


Office of State Budget

A BILL

TO ENACT THE “SOUTH CAROLINA RESEARCH CENTERS OF ECONOMIC EXCELLENCE ACT”, INCLUDING PROVISIONS TO AMEND TITLE 2, CODE OF LAWS OF SOUTH CAROLINA, 1976, RELATING TO THE GENERAL ASSEMBLY, BY ADDING CHAPTER 75 SO AS TO ESTABLISH A CENTER OF EXCELLENCE MATCHING ENDOWMENT FUND TO BE FUNDED FROM APPROPRIATIONS FROM THE SOUTH CAROLINA EDUCATION LOTTERY ACCOUNT FOR THE PURPOSE OF PROVIDING MATCHING FUNDS TO THE THREE SENIOR RESEARCH UNIVERSITIES OF THIS STATE IN ORDER TO CREATE ENDOWMENT PROFESSORSHIPS.

Be it enacted by the General Assembly of the State of South Carolina:

SECTION
1.
This act is known and may be cited as the “South Carolina Research Centers of Economic Excellence Act”.

SECTION
2.
The General Assembly finds:


(1)
it is in the public interest to create incentives for the senior research universities of South Carolina consisting of Clemson University, the Medical University of South Carolina, and the University of South Carolina to raise capital from the private sector to fund endowments for professorships in research areas targeted to create well‑paying jobs and enhanced economic opportunities for the people of South Carolina; 


(2)
these endowed professorships should be used to recruit and maintain leading scientists and engineers at the senior research universities of South Carolina for the purposes of developing and leveraging the research capabilities of the universities for the creation of well‑paying jobs and enhanced economic opportunities in knowledge‑based industries for all South Carolinians;


(3)
in communities across the United States in which better paying jobs and enhanced economic development in knowledge‑based industries has flourished, the local or state government has created incentives and made a long‑term commitment to public and private funding for a significant number of endowments for professorships in targeted knowledge‑based industries;


(4)
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 nonstate sources sufficient to create endowed professorships;


(5)
these endowed professorships should be awarded to the senior research universities through a competitive application process, provided that the competitive process shall encourage the senior research universities to submit cooperative applications with one another as well as in cooperation with other institutions of higher education;


(6)
these endowed professorships, funded equally from the South Carolina Education Lottery and from other nonstate sources, provide a foundation for the creation of centers of economic excellence.

SECTION
3.
Title 2 of the 1976 Code is amended by adding:

“CHAPTER 75

South Carolina Research Centers of Economic Excellence


Section 2‑75‑10.
There is created the Research Centers of Excellence Review Board.  The board shall consist of nine members.  Of the nine members, three must be appointed by the Governor, three must be appointed by the President Pro Tempore of the Senate, and three must be appointed by the Speaker of the House of Representatives.  The terms of members are three years, and members are eligible to be appointed for no more than two additional terms.  Of the members initially appointed by the Governor, the President Pro Tempore, and the Speaker of the House, one shall be appointed for a term of one year, one for a term of two years, and one for a term of three years, the initial term of each member to be designated by the Governor, President Pro Tempore, and Speaker of the House when making the appointments.  The Governor, the President Pro Tempore, and the Speaker of the House shall appoint persons with substantial experience in business, law, accounting, technology, manufacturing, engineering, education, or other professions and experience which provide an understanding of the purposes of this chapter.  The board shall be responsible for the awarding of matching funds as provided in Section 2‑75‑60, 1and for oversight and operation of the fund created by Section 2‑75‑30.  The review board shall provide an annual report to the Budget and Control Board, which shall include an audit performed by an independent auditor.


Section 2‑75‑20.
The presidents of the senior research universities shall serve as ex offficio nonvoting members of the board.


Section 2‑75‑30.
There is created the Centers of Excellence Matching Endowment.  The endowment must be funded annually by appropriations from the South Carolina Education Lottery Account in the amounts provided by the General Assembly.  The fund must be managed by the State Treasurer, subject to awards from the endowment as provided in this chapter.


Section 2‑75‑40.
The senior research universities, individually, in conjunction with one or more other senior research universities or with other South Carolina higher education institutions, may make application for awards from the endowment as provided in this chapter.


Section 2‑75‑50.
An application for an award from the endowment shall:



(1)
provide to the board documentation of matching funds in an amount equal to the amount for which application is made;



(2)
provide to the board documentation that all matching funds have been committed and raised exclusively from sources other than South Carolina tax dollars, and that the funds have been committed and raised after January 1, 2002;



(3)
be in an amount of not less than two million dollars and not more than five million dollars;



(4)
document that the application has significant potential to provide for enhanced economic development for the citizens of South Carolina in a specified knowledge‑based industry or field of commerce;



(5)
provide specific partnering activities with other institutions, businesses, or the community.


Section 2‑75‑60.
Upon a determination by the board that the provisions of Section 2‑75‑50 have been met, the board shall appoint a panel of not more than five from its membership to review the application.  The board shall designate one of the members of the panel to serve as chairman.  The members appointed to the panel shall have expertise in subject matter areas of the application and shall have no affiliation with the senior research universities.  The panel shall make a report and recommendation to the board as to the merits of the application not more than ninety days after submission to the panel.  The board shall then make a determination as to whether or not to award the matching funds and the amount of the award.


Section 2‑75‑70.
Staff and support for the operations of the board and the panels must be provided by the Budget and Control Board.  The Budget and Control Board shall approve all necessary funds for the prudent operation of the board, including per diem 

expenses of board members and for the costs and expenses of the panel members.  The expenditures authorized by this section must be provided from the fund created by Section 2‑75‑30 upon approval by the Budget and Control Board.”

SECTION
4.
If any section, subsection, paragraph, subparagraph, sentence, clause, phrase, or word of this act is for any reason held to be unconstitutional or invalid, such holding shall not affect the constitutionality or validity of the remaining portions of this act, the General Assembly hereby declaring that it would have passed this act, and each and every section, subsection, paragraph, subparagraph, sentence, clause, phrase, and word thereof, irrespective of the fact that any one or more other sections, subsections, paragraphs, subparagraphs, sentences, clauses, phrases, or words hereof may be declared to be unconstitutional, invalid, or otherwise ineffective.

SECTION
5.
This act takes effect upon approval by the Governor.

‑‑‑‑XX‑‑‑‑
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