pennsylvania

DEPARTMENT OF COMMUNITY
& ECONOMIC DEVELOPMENT

> Keystone Innovation
Starter Kits

Program Guidelines | October 2007

I > ready > set [> succeed

Commonwealth of Pennsylvania Department of Community newPA.com
Edward G. Rendell, Governor & Economic Development
www.state.pa.us Dennis Yablonsky, Secretary




Table of Contents

Section | General . . ... . 1
A, Introduction . ... e 1
B. OVeIVIeW . . .o 1
C. Use of FUNAS . . . ... e 2
D. Program Eligibility . . ... ... 3
Section |l The Application Process. . . ........ ... ... . . . . . . i .. 3
A General .. ... 3
B. Narrative . ... ... 4
C. Budget. . .. 5
D. Approval Process .. ... 6
E. Grant Allocations/Reimbursement Procedures and Requirements. . ............ 6
F. Penalties for Noncompliance. . . ... e 6
Section Il  Reporting Requirements. . . ........... ... ... ... ... ... . . ..., 7
Appendix | Definitions . ........ .. . . ... 8
Appendix Il KIZ Coordinator Contact Information . ........................... 9
Appendix lll KIZ Target Industries. ... ...... ... ... . .. ... ... .. ... . ... ..... 10






Section | — General

A. Introduction

The Department of Community and Economic Development’s (DCED) mission is to provide focused
economic opportunity and growth throughout the Commonwealth. Through proactive investments in
targeted growth areas we can continue to spur Pennsylvania’s economy. These investments will require
and foster collaboration between Pennsylvania’s Institutions of Higher Education, academic medical
centers, communities surrounding those institutions, and businesses seeking the resources those institutions
can provide. In April 2004 the Commonwealth set out to catalyze these collaborations by creating the
Keystone Innovation Zone program. Keystone Innovation Zones (KIZ) are designed to improve and
encourage Pennsylvania’s research and development efforts, technology commercialization and
entrepreneurship programs.

The Keystone Innovation Zone Program focuses Pennsylvania’s commitment to creating new technologies
and entrepreneurs — using our world class colleges and universities to deliver economic development
opportunities throughout the Commonwealth. The continuing success of the KIZ program leverages
research at partnering KIZ institutions of higher education, academic medical centers, research institutions
and companies for sustainable regional and state economic development.

The Keystone Innovation Starter Kit (Starter Kits) program is a companion program to the creation of the
KIZs. The Starter Kits provide funds to Pennsylvania academic medical centers, research institutions and
KIZ-participating institutions of higher education for recruitment of top faculty researchers. The program
provides funding for these researchers to “build out” labs and staff, equipment, acquisition, and leverage
their research.*

Oversight of the Starter Kits Program is provided by the Department of Community and Economic
Development (DCED) and aligns with the other entrepreneurial, workforce, and technology development
programs that are administered within the Department.

* See Appendix I for Program Definitions

B. Overview

The primary purpose of the Starter Kits is to recruit new, top-level research faculty to Pennsylvania. The
recruitment of these faculty members will facilitate focused research in key KIZ industry cluster areas and
motivate students to work with these faculty members to further research through potential spin-outs of the
technology to businesses in the KIZ. Three million dollars ($3 million) in funding will be awarded to
successful applicants in FY 2007-08 for the Starter Kits Program.

Three groups are eligible to apply for Starter Kits funding:
1. Colleges and Universities that are participating in KIZs. Preference will be given to this group.
2. Academic Medical Centers

3. Research Institutions



C. Use of Funds

Starter Kits will assist academic medical centers, research institutions and KIZ institutions of higher
education in recruiting the best faculty in crucial advanced technology knowledge areas. This will result in
education of the most talented undergraduate and graduate students, attracting greater research dollars,
facilitating the technology transfer process whereby creative and scholarly works may be put to
commercial application, creating more spin-out companies, and ultimately, more high-paying jobs to
position Pennsylvania prominently in today’s high tech economy. This allocated $3 million investment in
the Starter Kit Program will attract new faculty researchers and bring additional support positions to the
Commonwealth. Each Institution of higher education, academic medical center or research institution is
required to match the Commonwealth funds on a $1 for $1 cash basis. By directing new research faculty
hires into those technology areas of interest to the KIZ-related cluster of companies, the intellectual
resources of the academic medical centers, research institutions and institutions of higher education align
more closely with the technical needs of the emerging technology cluster. The technology areas of focus
will be the same as those adopted by the KIZ Partnership as their priority areas.

The following guidelines provide descriptions of eligible uses of these funds:

Starter Kits will be used for the following purposes when tied to the hiring of the new research faculty
member (research faculty member hired up to 1 year after the awarding of the Starter Kit Grant):

1. Provide funding for recruitment of new research faculty members that contribute directly to the
enhancement of targeted industries by:

a. Developing and/or teaching courses that are directly related to the targeted industry areas.

b. Advising undergraduate students in their relevant course of study.

c. Supervising thesis work of M.S. students.

d. Serving as dissertation advisor to Ph.D. students conducting research in targeted industry areas.
e. Patenting and licensing of intellectual property.

f. Assisting early stage companies for commercialization of intellectual property.

2. Starter Kit Funds may also be used for one or more of the following purposes as part of a package to
recruit new faculty members in a targeted technology area:

a. Purchase of design, development and testing equipment (e.g., workstations, peripherals, electronic
test and prototyping equipment), as designated by the newly recruited research faculty member.

b. Tuition and/or stipends for M.S. and/or Ph.D. students directly supervised by the newly recruited
research faculty member.

c. Renovation of research laboratories and related facilities, as designated by the newly recruited
research faculty member.

d. Licensing of key technologies for design, development verification, testing and related activities.
3. Grant funds may only be used for any of the above purposes. Grant funds may not be used to:

a. Fund the payment of academic year based salaries.

b. Fund travel outside of the country.

c. Fund indirect costs.

d. Planned long-term (beyond grant-year) support of staff salaries.



D. Program Eligibility
Three groups are eligible to apply for Starter Kits funding:
1. Colleges and Universities that are participating in KIZs. Preference will be given to this group.
2. Academic Medical Centers
3. Research Institutions

These institutions may submit an application to the Department of Community and Economic Development
(DCED) to receive a Starter Kit Grant. Each grant request may not exceed $250,000, and must be matched
by the applicant on a cash $1 for $1 basis. Each institution may submit no more than two applications
or grant requests during this funding cycle.

Allocation of Starter Kit Grant Funds toward the applicable direct support of hiring new research faculty
will be considered only for research faculty who have been hired up to 1 year after the Starter Kit official
award date. Written proof must be submitted that a new faculty/employee has been hired within the 1 year
after the Starter Kit official award date or funds will not be allocated. Funds not used after the 1 year from
the Starter Kit official award date will be returned to DCED. The deadline for DCED receipt of
applications is Friday, December 14, 2007.

Please refer to Section II1.B — Narrative, for specifics pertaining to the Starter Kit Grant proposal. The
narrative with each Single Application should be no more than ten pages. Pages must be numbered.
Font should be 12 pt. and set to Times New Roman.

Section Il — The Application Process

A. General

1. The application for a Starter Kit shall be submitted to the Department of Community and Economic
Development utilizing the Single Application form plus any additional background materials required
by these parameters or requested by DCED staff. Application deadline is Friday, December 14,
2007 with commitments expected in late February 2008.

2. The Single Application can be printed and or completed online (preferable) by accessing
www.newPA.com. Click on “Funding & Program Finder”.

3. Copies of the Single Application kit may be obtained by contacting the DCED Customer Service
Center at 800-379-7448 or 717-787-3405 or e-mailing ra-dced(@state.pa.us.

4. Applications must be submitted to DCED from a KIZ Participating College or University with a letter
of support by the KIZ Coordinator.** Applications from academic medical institutions, their affiliates,
and research institutions should be submitted directly to DCED.

** See Appendix Il for a list of approved KIZ’s & Coordinator Contact Information and Appendix 111
for a list of each KIZ’s Target Industries. This information is also available at
www.newPA.com/download.aspx?id=128.





















Appendix Il — KIZ Target Industries

Keystone
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10 «xyz Target Industries information as of September 24, 2007




