
Minutes* 
 

Senate Research Committee 
Monday, April 19, 2010 

2:15 - 4:00 
238A Morrill Hall 

 
 
Present: Melissa Anderson (chair), Margaret Catambay, Paula Chesley, Leslie Delserone, 

Genevieve Escure, Demoz Gebre, Maria Gini, Seung-Ho Joo, Nikhil Kundargi, Frances 
Lawrenz, Tucker LeBien, Jennifer Linde, Timothy Mulcahy, Jason Neff, Karen Williams 

 
Absent: Mustafa al'Absi, Linda Bearinger, Arlene Carney, Paul Cleary, Jerry Cohen, Donald 

Dengel, Robin Dittman, Tom Hays, Toni Leeth, Federico Ponce de Leon, John Sullivan, 
Thomas Vaughan 

 
Guests:  Jay Schrankler (Director, Office of Technology Commercialization); Vice President 

Kathryn Brown; Carol Foth (Office of the Vice President for Research) 
 
Other: none 
 
[In these minutes:  (1) proposed changes to the Regents policy on Commercialization of Intellectual 
Property Rights; (2) salary reductions for individuals supported by grants; (3) update on light-rail transit; 
(4) responsible-conduct-of-research training; (5) administrative conflict-of-interest policy; (6) committee 
business] 
 
 
1. Proposed Changes to the Regents Policy on Commercialization of Intellectual Property 
Rights 
 

Professor Anderson convened the meeting at 2:20 and asked Vice President Mulcahy to introduce 
the discussion of the proposed change in the Regents policy on Commercialization of Intellectual 
Property Rights.   
 
 Vice President Mulcahy introduced Jay Schrankler, Director of the Office for Technology 
Commercialization (OTC), who has been at the University about three years.  Mr. Schrankler, he said, has 
made a lot of changes in how the University approaches technology commercialization, and while the 
system is not yet perfect, those who interact with it have indicated they have had a better experience than 
in the past.  And it will get better in the future.  His opinion is that the University must modify the 
financial model for supporting OTC; doing so would require a change in the Regents policy.  They hope 
to bring the proposed change to the Board for information in June and action in July. 
 
 Mr. Schrankler distributed copies of a set of PowerPoint slides and walked the Committee 
through them.  [Much of the language that follows is taken from those slides.] 
 

He began by framing the issues as he sees them:  the University derives significant benefit from a 
robust technology-commercialization operation, federal policy (the 1980 Bayh-Dole Act) requires 
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universities to commercialize technology developed with federal support, technology commercialization 
is a costly function, they are seeking ways to normalize funding for technology commercialization 
comparable to peer institutions, and need to identify changes to current policy that would be necessary to 
achieve this normalization.  The reason it is an expensive process is because the initial patent cost is about 
$3,000-$4,000, it costs on average between $25,000-$30,000 to obtain a US patent (it can be more), and 
can cost a great deal more (into the hundreds of thousands/millions) in future years to maintain US & 
international patents on a particular technology.  One problem is that the licensing revenue from a number 
of patents does not end up covering their costs.  Over half of the OTC budget is to pay for filings to 
protect intellectual property.  Moreover, there is increasing pressure on universities to serve as vehicles of 
economic development in order to create jobs, and Minnesota is among a number of institutions 
responding to a federal Request for Information on how universities can do so. He also mentioned that 
many, if not all, federal grants require grantees to cover commercialization in their proposals.  

 
The benefits of technology commercialization are several, Mr. Schrankler explained.  It amplifies 

the impact of University discoveries, it improves public health and well-being, it generates multifaceted 
economic benefits, such as new companies, additional jobs, and revenue growth, it provides funds for 
further research and for research infrastructure investments, and it serves as an extension of the 
University's threefold mission of research, teaching, and outreach and public service.  Among other things 
that came out of the University are Medtronic, seat belts, airplane black boxes, and Orasi Medical (a start-
up focused on developing software to measure the effect of treatments for neurological disorders such as 
Alzheimer’s). 

 
Mr. Schrankler then explained how technology commercialization supports the University's 

strategic goals.  In terms of exceptional students, it helps colleges and departments support deserving 
students, funds $50 million of the Presidential Scholarship Fund, and provides matching funds for donor 
contributions.  For exceptional faculty and staff, it rewards inventors, funds research and scholarly 
activity through opportunities like the Imagine fund, and supports faculty through Innovation Grants that 
help bridge the gap between sponsored-research funding and the point where a technology could be 
licensed or become a start-up.  (They have provided about one-half million dollars in such grants to 
faculty and graduate students so far this year.)  In terms of exceptional organization, it supports 
responsible stewardship of resources and encourages outstanding performance and provides matching 
funds for major instrumentation purchases.  Finally, for exceptional innovation, technology 
commercialization funds showcase research achievements and bring University discoveries to the world, 
support Innovation Grants to further develop promising technology, and are used for Ignition 
Investments, early-stage loans made to a University start-up company to help enable a successful launch.  
They provide seed capital, in other words, and many of these start-ups employ students. 

 
There have been several strategic initiatives undertaken in the three years that he has been at the 

University, Mr. Schrankler reported.  They have significantly improved several aspects of the process, 
including the disclosure evaluation timeliness and  thoroughness, implementation of a rigorous analysis 
process for prospective intellectual property, communication through technology evaluation process, 
operation by strategic business units, leveraging of industry contacts and experience of the new OTC 
staff, and have targeted and innovative marketing efforts.  In 2007 they had 193 invention disclosures; 
this year they are targeting hitting a goal of 250.  In 2007 some of the invention disclosures sitting in OTC 
were 10 years old; they now guarantee a three-month turnaround (and usually get them done in 3-4 
weeks).  Their budget only has about $3 million for patents, so they must do a rigorous analysis to 
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determine what intellectual property to seek to protect.  They have heard the perception that the 
University is difficult to work with and have made it much easier.   

 
Improvements ahead include more efficient royalty-distribution processing, expedited agreement 

processing, and a new evaluation process for University-based start-ups.  Money from commercialization 
is to go to the Office of the Vice President for Research, the college/department, and the inventor, and 
there have been problems with the distribution system that they are fixing.   

 
Mr. Schrankler turned to the current funding model for OTC.  It is exclusively self-funded 

through royalty revenue and receives no central administrative (O&M) funds.  The major royalty revenue 
stream (from Glaxo for the HIV drug Ziagen, which makes up 90% of total revenue) is in decline as 
patent coverage sunsets.  OTC assumes all the risks and the costs associated with intellectual-property 
protection and licensing—it must entirely cover costs for "winners" as well as "losers."  The current 
University funding model is an exception when compared with its peers.   

\ 
The model needs to change, Mr. Schrankler told the Committee, because a key source of OTC 

funding, the Ziagen royalties, are going to disappear; for the Office of the Vice President for Research 
they are predicted to amount to about $13 million in the current fiscal year, then $12 million, $10 million, 
$9 million, and zero in subsequent years.  (The University has received $421 million in Ziagen royalties 
during the period 2000-2009 which were then distributed according to the current policy.)   The OTC 
staffing level and operating budget must be appropriately scaled to research volume and to the 
University's peers, which it is at present, and they are not proposing to increase the budget.  If the budget 
declines, it will reduce the ability of OTC to perform the tasks that he has outlined, Mr. Schrankler 
pointed out, and the larger benefits of technology transfer to the University will be diminished. 

 
It is a matter of balancing costs with benefits, Mr. Schrankler explained.  The current situation 

requires a workable solution that accomplishes the following: 
 
--     Strikes more appropriate balance between the University's risk of investing in the costs of 

technology transfer with the rewards received by all stakeholders 
-- Maintains faculty inventorship/entrepreneurialism incentives 
-- Compels licensees to pay appropriate fees (industry recognizes there is a cost of doing business) 
-- Helps to sustain the cost of technology transfer operations after decline of royalty revenue from 

the current "blockbuster" (Ziagen) 
 
The solution they propose includes assuring that faculty are rewarded but is also one that balances the 
risks.  In the past, the University has given away intellectual property, allowing others to make millions of 
dollars. 
 
 Under the current Regents' policy, Mr. Schrankler said, the University loses money on some 
inventions.  He provided two real examples, where the income was distributed according to the formula 
(1/3 to the inventor, 1/3 to the college/department, and 1/3 to the Office of the Vice President for 
Research).  What happened, however, was that there was a net loss to the Office of the Vice President for 
Research because of the costs absorbed, even with the 1/3 of the funds the office received.  They believe 
that a portion of the overall costs associated with that technology (which includes but is not limited to just 
patent costs) should come off the top, before income is distributed. 
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 Mr. Schrankler reviewed the policies for funding technology transfer at a number of peer 
institutions; the University's policy is out of synch.  A number of institutions also have a proviso that the 
university's share of the income is increased after a certain threshold is reached.  The strategies used to 
support OTCs at counterpart institutions include reducing or capping faculty and/or department/college 
distributions, endowment income (e.g., Wisconsin Alumni Research Foundation), central administrative 
funds (becoming rare), and partially funding it with a service fee.  The University at present does none of 
these. 
 
 What they are proposing is the implementation of a technology-transfer service fee that is 
comparable to that used by peer institutions.  They do NOT proposed to reduce or cap distributions (that 
does not seem productive if the idea is to encourage entrepreneurialism), they do not have an endowment 
to draw on, and they do not believe it appropriate to ask for central-administrative funds, especially at this 
time of financial constraints.  So they recommend retaining the 1/3-1/3-1/3 split after payment of a 15% 
service fee and patent costs; they also recommend aggressive OTC financial goals, as measured by 
disclosures, patents, and so on.  They are also recommending allowing University investment in 
commercially-focused efforts in order to earn a financial return.  (Some of the biggest donations to the 
University have come in bad economic times, and they believe it is time to approach donors to support a 
start-up fund the University can use to invest in new companies in order to earn a return.)  The change, 
Mr. Schrankler said, would allow the University to fund an appropriately-robust technology-transfer 
activity.  It represents a reasonable balance between risk and reward, it reflects peer practices, and it will 
provide a level of funding that will allow OTC to do its work. 
 
 So, Professor Gini concluded, the distributions to the inventor, the college/department, and the 
Vice President's office would be reduced from 33.3% to 28.3% if the 15% service fee is adopted.  They 
would, Mr. Schrankler said.  Are the examples he cited standard or outliers, Professor Gini asked?  Every 
deal looks like that for the first four or five years, Mr. Schrankler said (that is, a loss for the Vice 
President's office); after that, one hopes the income will increase.  These deals represent early-stage 
technology, when the bugs have not all been worked out; a lot of early technologies resembles those 
examples. 
 

Ms. Chesley asked why the 15% figure was chosen—because it is the number used by peers?  It 
is, Mr. Schrankler said; they do not propose to ask for the total cost of licensing because OTC should 
share in the risk as well, in order to encourage making good decisions about what to support.  The 15% 
fee will not cover the loss of income from Ziagen, Ms. Williams observed; how will OTC operating costs 
be funded?  They are trying to raise money and they do have cash reserves, Mr. Schrankler said.  This 
only covers patents and not copyright or trademarks, Ms. Williams asked?  It covers all intellectual 
property, Mr. Schrankler said, but the University has few trademarks (although it will be more aggressive 
about them in the future, and has registered the trademark to Sweet Tango, the most recent apple 
developed).   

 
Mr. Kundargi asked how they will distinguish between "winners" and "losers" as they decide 

what to support.  Patents break even after about 10 years, Mr. Schrankler explained. 
 
Professor Anderson asked if there was any objection to the proposed policy.  None were 

registered. 
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Professor Anderson thanked Mr. Schrankler for bringing the recommended change to the 
Committee. 
 
2. Salary Reductions for Individuals Supported by Grants 
 
 Professor Anderson reported that Associate Vice President Webb was unable to join the meeting 
today to discuss salary reductions for individuals supported by grants, but that she sent a condensed 
summary of the rules. 
 

The salary reduction will apply to all faculty and P&A appointees, regardless of fund source (in 
other words, sponsored funds will be treated the same as non-sponsored.).  Funds freed up 
because of the salary reduction can be re-budgeted by PIs to cover salary or non-salary costs on 
their grants (in very rare cases, agency prior approval might be needed to move the funds - but in 
almost all cases, such authority rests with the PI).  Because of rebudgeting flexibility, we do not 
envision that we will need to return funds to agencies because of the salary reduction.  SPA will 
be happy to advise any PI who may be uncertain about what rebudgeting rules apply to his/her 
award. 

 
3. Update on Light-Rail Transit 
 
 Vice President Mulcahy provided a brief update on the light-rail transit negotiations.  On the 
Friday before this meeting the Board of Regents authorized the President to sign an agreement with the 
Metropolitan Council.  A lot of faculty and staff worked very hard to meet two goals:  Get light rail in 
place and not allow it to disrupt the research environment.  For the last 15 months there has been a faculty 
committee that worked with the University's consultants and the Metropolitan Council on vibrations and 
electro-magnetic interference and with design engineers to mitigate the impact of both so that they were 
no worse than the ambient circumstances that prevail now.  The Metropolitan Council agreed to engineer 
the track to mitigate the effects; the University wanted to be sure if there were variance from the 
standards, the Council would have an obligation to return the performance to the standards and would 
reimburse the University for costs incurred if the standards were exceeded.  The Council did not want to 
take on that long-term obligation.  The judge ordered the two parties to mediation; a week of intense 
negotiations ended Thursday night (April 15).   
 
-- The agreement identifies a research-impact corridor, 300 feet on either side of the track (rather 
than lab by lab).  There will be a floating slab to reduce vibrations (with allowance for variation from the 
standard a small percentage of the time), and a split power supply that effectively cancels the electro-
magnetic interference.   
 
--   The Council agreed to be prompt and careful on maintenance in order to minimize damage to 
University facilities. 
 
-- The big question was what to do protect the University in the future.  They approached the issue 
with a 2x2 matrix, with "exceeded standards/not" and "quantifiable damage/not" as the axes.  In the case 
of "did not exceed standards" but "quantifiable damage," for the first two years of train operation the 
Council will cover the cost of damaged equipment, and it will work with the University to obtain state 
funding with expensive remedies.  In the case of "did exceed standards" and "quantifiable damage," the 
Council will bring the train up to standards, will fix the damage, and provide compensation for lost time 
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and redoing experiments, up to $200,000; the University and Council will share any additional expenses 
on a 50/50 basis, per incident.  The University remains concerned about the "did not exceed standards" 
and "no quantifiable damage" quadrant.  The Council agreed to try by operational measures to keep the 
trains within standards (e.g., operating the more slowly through the campus).  If that is insufficient, and 
capital costs need to be incurred, the University and the Council will share them 50/50.   
 
 Vice President Mulcahy said he believed this is a good arrangement for the duration of the 
operation of the train.  It will allow the University to continue to do its research. 
 
-- The University is concerned about construction, which will cause more vibration than will the 
trains.  The Council agreed to minimize vibrations during construction and to time work carefully, and 
also agreed to do testing during the work.   
 
 The negotiators did a good job, he concluded, and through an arduous process, developed a 
framework that will allow the project to proceed.  There are details that remain to be worked out. 
 
 Professor Anderson asked if labs will move.  They are still looking into that, Dr. Mulcahy said.  
With assurance that the Council will lobby the state to help obtain funds to fund moves, if necessary, it 
may be that some can move within a building while others would present more difficult problems.  A lab 
would be moved only after careful assessment. 
 
 Professor Anderson thanked Dr. Mulcahy for his report. 
 
4. Responsible-Conduct-of-Research Training 
 
 Professor Anderson welcomed Ms. Foth to the meeting and turned to Associate Vice President 
Frances Lawrenz to start the discussion of the revised policy on the responsible conduct of research. 
 
 Dr. Lawrenz noted that this used to be a Faculty Senate policy but will now be an administrative 
policy that is to be approved by the Faculty Senate [a change that has been made for all policies formerly 
denoted "Faculty Senate" or "University Senate" policies].   Ms. Foth explained that in rewriting the 
policy for placement on the policy-library website, they tried to retain the same intent.  In terms of what 
faculty and graduate students must do, is it the same as what is currently on the web, Dr. LeBien asked?  
It is, Ms. Foth said.   
 
 Professor Gini asked if there is a difference between administrative and Senate policies.  Vice 
President Brown had joined the meeting at this point; she explained that Senate policies have been 
incorporated in administrative policies for practical reasons:  They are indexed, on a common site, and 
easy to find.  People could not find Senate policies.  The faculty worked with the administration to bring 
all the policies into one system.  Who approves administrative policies, Professor Gini asked?  It is a 
transparent process, Vice President Brown said, and there is a policy that outlines the steps.  A staff group 
reviews them, then they go to the President's Policy Committee for review, and that review must include 
identification of where the proposal has been consulted and the feedback that was received.  If those are 
acceptable, the policy goes out for a 30-day review, and they look at any comments that are received.   
 
 Professor Gini said she was asking the questions because she has received many inquiries about 
the proposed policy from Sponsored Projects Administration deal with summer effort.  This is the first 
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time many people had heard of it but the deadline for responding is very short.  What way is there to 
ensure that faculty know about policy proposals?  Vice President Brown said that faculty governance 
committees are consulted and there is also the 30-day review.  Vice President Mulcahy noted that the 
policy had been reviewed by this Committee, as well as the Council of Research Associate Deans, so it 
had been vetted.  The governance process has been robust and transparent, he said. 
 
 Professor Anderson thanked Dr. Lawrenz and Ms. Foth for making their report. 
 
5. Administrative Conflict of Interest Policy 
 
 Professor Anderson moved next to the revised administrative conflict-of-interest policy, which 
she described as the most important work of the year for the Committee other than its consideration of the 
sustainability of the research enterprise.  She commented that she used to teach about university 
governance in a course every year; she said she believed that, in the case of this policy, the governance 
process worked as it is supposed to work.  The draft was brought to the governance bodies, the 
administration took comments that were heard, and developed a revised draft.  She turned to Vice 
President Brown to introduce the revised policy. 
 
 Vice President Brown began by noting that since the process started last fall, and the Committee 
saw the earlier draft, the Board of Regents has adopted a policy on conflict-of-interest, and this revised 
administrative policy reflects the provisions of the regental policy.   
 
 Professor Anderson pointed out that the definition of "business entity" was not included in the 
materials provided to the Committee.  She asked if it is consistent with the Regents' policy.  There is one 
narrowing of the definition, Ms. Zentner responded:  It no longer includes all non-profits.  Some non-
profit organizations resemble for-profit organizations, but they heard many comments about educational, 
philanthropic, and religious organizations, so those have been removed from coverage by the policy.   
 
 Professor Gini said the revised version is a great improvement.  She asked if someone is 
automatically in Group A (those who participate in high-risk activities) if they have to have IRB approval 
for work.  That would put people in Group A who are not engaged in high-risk activities.  She also said 
that "technology commercialization" is vague—what does it mean? 
 
 Vice President Brown pointed out that the same ethical standard applies to everyone.  The policy 
simply says that certain activities carry higher-risk conflicts of interest so they will be monitored more 
closely.  Professor Gini said she agreed with that approach and that everyone should be subject to the 
same standard, but because someone had a project in front of the IRB, they cannot accept gifts?  There 
needs to be a more exact definition of who is covered.  Professor Anderson said that proposals exempt 
from IRB review would not be covered; Professor Gini said hers are expedited, not exempt.  She 
wondered if there should be a distinction drawn among projects.  Professor Linde asked if the only 
difference is the dollar level requiring reporting ($5,000 in Group A versus $10,000 in Group B).  Ms. 
Zentner said that those involved in high-risk activities may also not accept gifts, and if involved in 
consulting that draws on one's University expertise, there must be a written agreement.   
 
 Ms. Williams also said that the policy was much improved.  She asked if someone who is 
negotiating agreements about journals for the libraries would be barred from having dinner with vendors.  
They would, Ms. Zentner said.   
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 Adjunct faculty would be required to report if they participate in high-risk activities, Dr. LeBien 
noted.  If the Medical School did not wish to include such faculty in the reporting requirement, could it 
opt out?  There are no opt-out provisions, Ms. Zentner said.  The Medical School will likely have an 
appendix that will be similar to the draft policy circulated last year, but no college may have a policy that 
is less restrictive than the University policy.  Dr. LeBien said he was interested in the governance 
principle, what the Medical School can and cannot do.  This is a University-wide policy, Vice President 
Brown repeated and all colleges will be expected to adhere to it.  Some colleges may choose to adopt 
more restrictive or special regulations, but there is no "opt out" provision.   
 
 Professor Anderson raised questions about several specific points in the draft policy, some of 
which involved rearranging the text.  Ms. Zentner agreed to consider all of the points Professor Anderson 
made.  Mr. Kundargi asked what mechanism would be used to determine whether someone is in Group A 
or Group B.  If someone has a question, is there a committee he or she can go to?  Vice President Brown 
said that if someone is uncertain, Ms. Zentner's office would be able to provide technical help, and if there 
is a major issue, the dean's office should be involved.  Typically that would be the associate dean for 
research, Dr. Mulcahy added.   
 
 Professor Gini alluded to the language addressing whether or not someone may accept a meal.  
She said she was concerned that Group A was quite large and that requiring all individuals in that group 
to obtain permission before taking a meal could add a lot of work with little benefit.  Ms. Zentner said she 
anticipated that as the policy becomes operational, the individuals responsible for decisions will develop 
categories of what will and will not be approved, so that people should not have to inquire about every 
single event.  Professor Anderson suggested that they develop interpretations at the appropriate level and 
how they will be applied.  There will need to be practical rules.   
 
 Professor Gini noted the language covering anyone who takes action on behalf of the University.  
Everyone who chooses a textbook or selects a piece of software does that.  The question Professor Gini 
raises, Dr. Mulcahy commented, is about being sure that something is in the high-risk category; the 
criterion is whether the action could benefit the individual.  The point of the language that Professor Gini 
mentioned is to ensure there are no kickbacks.  Vice President Brown said that was a good point and said 
the discussion has been rich and robust and enhanced the understanding of what the policy should say. 
 
 Professor Anderson thanked Vice President Brown and Ms. Zentner for presenting the report; 
Vice President Brown thanked Committee members for their time and effort in reading the draft policy. 
 
6. Committee Business 
 
 Professor Anderson announced that there may not be enough business to warrant holding the May 
10 meeting.  If things arise, it will be held; in any event, she will be out of town and will ask someone 
else to chair if there is a meeting. 
 
 Professor Anderson reported that at some point this summer she would meet with Vice President 
Mulcahy and Associate Vice President Lawrenz to set the agenda for the Committee next year.  If anyone 
wishes items to be taken up, they should let her know.   
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 Professor Anderson thanked Committee members for participating in the lunches with her; she 
said they provided a much better sense of the Committee and will help in setting the agenda next year.   
 
 Professor Anderson thanked the outgoing members of the Committee, Professor Escure and Ms. 
Chesley, for their service.   
 
 Finally, Professor Anderson said she was pleased with the revised conflict-of-interest policy:  The 
process worked the way it was supposed to, and she was pleased with the way the governance process 
manifested itself through the work of the Committee. 
 
 Professor Anderson adjourned the meeting at 4:00. 
 

-- Gary Engstrand 
 
University of Minnesota 


