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****************************************************************************** 
 
SUBJECT:  Grants and Conflicts 
 
 Please review the new revisions to Board Policy No. 5:2, Externally-Sponsored Programs. 
 The changes pick up some of the comments that were tendered by members of the AAC and RAC.   
 

The changes also try to make clearer still the intention that faculty members or 
administrators who have only partial employment with the Board, or who have outside business 
interests, are subject to an obligation to report grant opportunities to the employing institution and to 
allow the employing institution to work out whatever arrangements may be necessary with the third-
party employer or business.   

 
NOTE:  This version is addressed solely to grants, as is the existing chapter.  It is a fair 

question whether the policy should be amended to address contracts as well.  Within the system, 
BHSU has made significant strides towards institutionalizing a research culture by supporting a 
laboratory focused primarily on provision of testing services.  Such services also play important 
roles at SDSU, through the ADRDL.  Hence, it may be important to expand the scope of Board 
Policy 5:2 to include outside research or testing contracts.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
****************************************************************************** 

RECOMMENDED ACTION 
  

 Discussion and recommendation. 
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 SOUTH DAKOTA BOARD OF REGENTS 
 
 Policy Manual 
 
SUBJECT: Externally-Sponsored Programs 
 
NUMBER: 5:2 
 
The Board encourages faculty members, administrators and professional employees to pursue 
opportunities for external funding for activities that are appropriate to their assignments and 
consistent with their professional qualifications, skills, achievements and resources.  Each institution 
shall advise faculty members, administrators and professional employees that it will provide pre-
award services, post-award accounting and compliance programs for approved external grant funded 
activities.  Before initiating any application or proposal for external grant funding, faculty members, 
administrators and professional employees shall disclose the opportunity to their supervisors.  The 
disclosure obligation applies irrespective of whether the prospective grant applicant is employed 
full-time by the Board, and irrespective of the applicant’s interest in private commercial entities that 
may also be eligible to apply for the grant.  Where an employee may have similar obligations to 
other employers, or where an employee may have relevant outside interests , the employee shall 
disclose these to the institution, together with the grant opportunity.  The institution shall determine 
whether arrangements should be made to permit the submission of the grant through a third party.  
Absent specific approval for other arrangements, each employee shall submit the application or 
proposal on behalf of the employing institution. 
 
1. Information Relative to Grants 
 
 All grant applications and acceptances must be approved by the Executive Director unless 

the grantor expressly requires approval by the Board of Regents as a condition of 
acceptance.  The application and award information shall be reported by all institutions in a 
standard format approved by the Executive Director. 

 
2. Grant Overhead Funds 
 
 All grant and contract indirect cost recovery funds shall be under the direct supervision of 

the president of the institution.  An annual report shall be included in the Supplemental 
Budget Information submitted as part of the budget request cycle.  The annual report shall 
include a breakdown of personal services and O & M expenditures within NACUBO 
program.  Grant overhead funds shall be included in the Operating Budgets submitted during 
each budget cycle.   

 
 Research grants overhead shall be utilized as follows: 
 

A. Directly in matching support of organized research or distributed on a departmental 
basis to promote research-related activities; 
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B. For administrative and audit costs related to research undertakings; 
 
C. For physical plant costs; 
 
D. For graduate research assistants in developing new and needed research areas; or 
 
E. To support research in departments where outside grant funding is not available. 

 
3. Indirect Cost Definition 
 
 A. Indirect costs are real and defensible costs of conducting sponsored projects and 

activities.  These costs represent incremental expenses which should be recognized 
by all agencies that do business with colleges and universities. 

 
 B. The most defensible posture for the institutions to assume is to base the indirect cost 

rates applied to grants and contracts with State agencies on each institution's 
federally-approved indirect cost rate.  The cognizant audit agency for all of the 
institutions under the supervision of the South Dakota Board of Regents is the U.S. 
Department of Health and Human Services Audit Agency. 

 
4. Recovery of Indirect Cost from State Agencies 
 
 A. In order to recognize the State of South Dakota's monetary contribution to higher 

education and higher education's desire to serve the State of South Dakota, indirect 
cost rates charged to State agencies shall be limited to 60% of each institution's 
Federally-approved indirect cost rate.  This rate adjustment for State agencies does 
not apply to grants and contracts that involve Federal or other non-state funds. 

 
 B. Each institution must be allowed the flexibility to negotiate indirect cost recovery on 

individual grants or contracts based on the potential benefit of that sponsored project 
to the institution.  Where the actual level of indirect cost recovery is less than the 
amount dictated by the federally approved cost rate, the difference shall be shown as 
an institutional contribution to the project. 

 
 
 
SOURCE:  BOR, 1965; BOR, 1968, P. 293; BOR, May, 1991; and BOR, May, 1993; BOR 

June 2008. 


