

Board Meeting of the USTAR Governing Authority
01-07-2016 Meeting Minutes
GA Members: Greg Bell, David Damschen, Val Hale, Jennifer Hwu, Rich Lunsford (By Phone), Susan Opp, and Will West

Excused: Ron Mika and Derek Miller

USTAR: Cheralyn Anderson, Justin Berry, Linda Cabrales, Mary Cardon, Lincoln Clark (Finance Manger), Ivy Estabrooke (Executive Director), Jared Goodspeed, Elenor Heyborne, Jillian Hunt, Peter Jay, Joe Kulsch, Scott Marland, Jinny McGavien, Shirlayne Quayle, and Thom Williams (Managing Director)

Other: Andrew Buffmire (UofU), Jeff Edwards (UofU), Greg Jones (UofU), Christopher Pagel (Trac-Team), Tom Park (UofU), and Dave Robinson (Trac-Team)

Mr. Bell welcomed everyone to the meeting. He introduced David Damschen as the newest member.

Mr. Damschen introduced himself as the new state treasurer. He stated he was the chief deputy treasurer for seven years and served with treasurer Ellis. He was appointed by the Governor as the treasurer last month and worked in the banking industry for 20 years before joining the treasurer as the chief deputy. Mr. Bell asked how much money they managed. Mr. Damschen stated they manage anywhere from $10 to $12 billion dollars. Mr. Bell stated he has worked with Mr. Damschen and we are grateful to have his expertise and thanked him for his service.

Mr. Bell stated we have minutes from the November meeting before us and would like a motion to approve them. 

Ms. Opp motioned to approve the November meeting minutes. Mr. Bell called for a vote and the vote passed unanimously.

Dr. Estabrooke stated that back in July we had approved the funding for a database that would help with the management and tracking of technologies, both coming out of companies and universities that were related to USTAR. We are working closely with Dave Robinson and his team. They will be giving us a quick overview of the progress made. 

Mr. Robinson stated the concept of the idea is we have lots of technologies coming out of the universities in the state. A lot of it has been funded by USTAR or a USTAR facility. We have to report to the legislature on ground metrics. This was built on a concept that was pioneered by the small business administration and has made a lot of changes around SBIR that we should see in the next couple of years. They have to report to congress like we do. We have modified some of the development they already had and created a two-sided platform. On one side we have technologies that put money and information into the platform and on the other side we have the TVC office, USTAR or outside consultants who will validate the technology. For example: if I enter a technology and state that it is a Technology Readiness Level 2, we would convene a meeting and validate that it is a TRL2.  We would also give them what they would need to move from TRL2 to TRL3 as well as give them the clear metrics that are looked for. There are four key areas of metrics we are looking for: 1st is the technology, 2nd is the commercialization plan, 3rd is the assessment of the team, and 4th how they are able to get money. 

The typical pathway to get money in Utah is small grants through the University engine fund, TCIP, or the Technology Acceleration Program. We are initially set up to deal with all and report information from them. One module we would like to show you is the database of technology information. It becomes really easy to deconstruct things with the programing technology we have today. We have taken apart the SBIR process and put together a demo for the SBIR module that allows us to go in and take all the publically available information from all the SBIRs back to 1993, create business intelligence around that and take each individual proposal and deconstruct it into its elements to pull information out of the database allowing the companies to start with something to create their SBIR. 

The University of Utah has been key in this effort of the development process. The TVC office has been supportive through the development process. We are planning to work them to continue the development as a validator. Many of the university technologies that have already been entered into the database have had the initial work done by Andy. On the financing side we are ready to stand this up when we are ready push the Technology Accelerator Program. Mr. Robinson then turned the time over to Christopher Pagel.

Mr. Pagel stated they approached this from a holistic prospective in four different buckets: where is a company from a technology prospective, where are they currently understanding their business space, how are they funding themselves and who is involved in the team. We wanted to situate this to really gear towards early stage technology development. This is going to be basic research and the first few phases of development. There are 17 questions that a company would enter their information around. We wanted to make sure they were leading with solid milestones, talking about what they need to do next. The money going through this program has very specific milestones. 

From a business case they will talk about market need, solution, current competitors they know about, conversations they have had, and funding to understand how much they think the whole project will need. We want to set it up so that they are only taking what they need to get them to the next step, after which they can come back to fund the next phase if they have progressed. A general census business plan is what we are looking for. When we look at a team we are pulling information straight from LinkedIn and we can see where they are weak and add a team member to add value. 

When a company has provided their information, we see all the companies that have entered. No more information can be added after the submission deadline. From an admin perspective we will structure this around the fast lane model where they have technical reviewers that are sector specific as well as general business reviewers. They will see a product image, business market, milestones and the same for the technical side. Any other information will be provided to the reviewers that the company has entered in. The reviewers will be able to provide simple scores and you can see all the technology and rank based on their scores. We will migrate all the information over to the TRAC database. This will work as a funnel for TRAC. 

Mr. Robinson stated this is the application process. The company will go through to request a TAP grant. Mr. Bell stated there are limited rewards and these are the metrics you use to layout the various weaknesses and strengths to create the winners. Mr. Robinson stated we are trying to create a database for TAP to allow USTAR to push it out to independent judges to allow absolute transparency. The companies will know each individual judge’s score and the reason for the score and understand the notes. When USTAR brings the judges together to meet with the company the judges can confirm and decide where the scores are and we can draw a line for the funding. Mr. Pagel stated working with Ivy and Thom we wanted to make it possible to draw from anywhere to get judges. We will have their contact information and we can on the admin side decide if they are a general business judge or which sector they have expertise in. It should be scalable. Mr. Robinson stated this is modeled as an update to the fast lane from the NIH. SBA is coming out in early March to look at this program. 

Mr. Pagel stated the user experience is going to be very similar. There will be a standard process for all companies in the USTAR portfolio to understand where we can leverage. If a company did not go through the Technology Accelerator Program the first time they log in, they will have to go through similar questions for TAP. The information will be displayed on their company overview page if they have gone through TAP. Mr. Robinson stated the information available from the universities through Andy, Greg, or the TVC office will already be populated in this database. Each individual technology can only login and access their information. If someone from a portfolio management stand point trys to access the technologies, they will only get access to the technologies that pertain to them. Mr. Pagel stated with these milestones we are trying to create different modules to support the companies. There are more than 20 agencies to search on grants and we wanted to look back to 1993 at solicitations to make it easier to search. We made a summary of each one of the grants to make it easier for them to decide if this is the right fit. They can understand who the program manager will be. We want to streamline the process for the technologies to create a white paper. There are eight building blocks for the grant we have started. The budget justification can be generated. 

Mr. Williams stated our immediate goal is to enroll all of our current USTAR technologies and second to support TAP as it emerges and allowing us to enroll new technologies from the beginning. Mr. Pagels stated we are working to do the same thing on the reporting side and making it easier to gather metrics on the technologies. Mr. Williams stated the goal is to be able to make business decisions from the data pulled from this database and to get an impression of how far along the technology really is. Mr. Robinson stated we are looking to build more of peer-to-peer coaching opportunities. Looking across the portfolio if someone at USU is working on something related to someone at UofU, we could use that to further collaboration. We are trying to get all the university technologies that USTAR has dealt with into this database. There have been various levels of cooperation because of the various people tracking them. It should be relatively well populated. 

Dr. Hwu stated for people actually working on technology for licensing a type of model, how does the program deal with them. Mr. Robinson stated it could be a product or a technology description. Mr. Pagels stated after they have completed the first pass for the application we would strip away the sensitive information but have the general information visible as promotional material to create more opportunities for collaboration. Mr. Robinson stated we are creating a lightweight back end database with some nice analytical tools that USTAR and universities can use to help make sense of what is happening with developing technologies.

Dr. Estabrooke stated we talked briefly on the statute update in November. There have been a couple of meetings to discuss the bill that Senator Milner and Representative Wilson is driving the bill for the statute rewrite. A statute working-group has been created, including members of both the research universities, USTAR members, and Senator Milner. We met to discuss the metrics and to have an agreement on the outcome metrics as well as the fiscal accounting metrics that will drive the rest of the statute rewrite. We have largely a consensus on the impact metrics and most are driven from the SRI report and their recommendations on metrics. We are still working through who needs to respond on which metrics. The fiscal metrics will be standard accounting metrics. On Monday we are meeting again and hopefully by the end of that session we will know what they are and can be discussed among GA members. 

Dr. Estabrooke stated the current framework is that the commitments to the on-going salaries and the remaining startup balances will be protected at the universities. It will still fall under USTAR in our appropriation and reporting will still go through us. There will still be a budget approval process, however, the salary tails that have been committed to will be fenced off as long as the faculty are meeting the metrics and reporting requirements. The expectation is that there will be two components; one will be the legacy program, which will be primarily the university report, and a USTAR new ventures component that will have all of the authorities that are necessary for implementing the program recommendations by SRI such as the pre-seed funds, industry/university partnerships, outreach program, incubators, and other more corporately focused programs. 
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Dr. Estabrooke stated a couple of requests from Utah State. They do not impact the overall budget but are requests for changes in line items in the original budget. Foster Agblevor who is one of the USTAR faculties at USU is requesting a move of some of his funds, reducing his salary and benefits to fund and support student research in his lab. The other is Leo Chen, who has taken a position at one of the national labs back east. However, the graduate students he had been working with will continue to work throughout 2016. No overall impact on budget but changes in the line items. 

Mr. Hale motioned to approve the amendments to the Utah State budget line items. Mr. Bell called for a vote and the vote passed unanimously.

Dr. Estabrooke stated when SRI did their impact assessment of the TOIP program as we were working through that and the data for the annual report, we recognized we were not capturing the potential economic impact of the companies spinning out of the University of Utah and Utah State, and were licensing IP that was generated from USTAR faculties. This snapshot shows what license agreements have been established from USTAR IP. This is bound between 2008 and 2014. The number of licenses executed, still active, where the licenses went, and time from invention disclosure to license, revenue, follow on investment and jobs created. This will be data that we would like to capture and include in the annual report. It gives us a baseline as we go forward. 
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Dr.. Cockett stated she has seen the numbers and is very comfortable with them. Mr. West stated there are 16 licenses executed at the UofU and one product that is commercialized by an existing company, and no product commercialized by a start up. Over what period of time are those licenses executed. Dr. Estabrooke stated these are from 2008 to 2014. Mr. West stated it shows a big delta between the licenses and the products commercialized. Mr. Jones stated a concept to product is an eight to 10 year overnight success story. Mr. West stated you are already starting with a technology at a fundamental base and if you don’t have something generating revenue in 20 to 36 months then you don’t have something. Mr. Jones stated these are companies three to five years from angel funding so we are at the development of a technology to a prototype and still trying to figure out if there is even a market interested. The USTAR funding is leveraging the federal funding that is going to our professors and the federal funding defines what technology comes out. Federal funding is basic research, which is part of the elongated timeline. We are trying to leverage that with USTAR funds to try and accelerate it. 

Mr. Jones stated with an SBIR grant you have to obtain an executed license if it’s a USTAR technology. It forces us to prematurely license the technology. Creating an evaluation problem. The University and the startup company are in the license. The company is formed based on the research generally. Dr.. Estabrooke stated almost half of the licenses are to existing companies, which is more than I expected given the assessment that says those connections between industry and university is weak. Mr. Parks stated about 70 percent of our licenses go to existing companies but the majority of the revenue comes from startups. Either we do not get a deal with strong revenue or the existing companies do not commercialize the product. 
Mr. Jones stated the typical NSF grant is more for basic research. The SBIR grants are more for prototypes and licenses. A company that just applied for an SBIR grant had an algorithm that if you take a tumor sample from a cancer patient we will run that through multiple screens to create a cocktail drug that will fight that tumor more effectively than a single drug. That is the prototype and the market problem is you take three cancer drugs and we don’t know what the toxicity level is. All these prototypes have pretty significant barriers going to market. Phase 1 we will do that and Phase 2 we will do the toxicity screen for those cocktails. Mr. Bell stated SBIR is for a product for the company subject to testing. 

Dr.. Hwu stated her experience with her company for licensing and manufacturing is you can actually say this is more suitable for licensing and this is for a spin out. Mr. Jones stated all the licensing managers are building relationships with companies and the entrepreneurial community and trying to vet where the technology will be the most accepted and have the most impact and financial. The faculties that USTAR recruited are more productive in these areas and granting than your typical faculty. USTAR has achieved bringing a high caliber faculty member to Utah. In years to come we will see better products come out of that research university. It will take a while for startups to come out of basic research on the product side.

Mr. Jones stated the way TAP is working and lean canvas, it becomes how do you judge winners in losers in this space. How do you judge potential? Lean canvas is NSF’s attempt to better SBIR turnout. Looking at these methods and looking at the methods SRI has identified and bringing those best practices from this will help these Utah technology companies be identified by USTAR and its partners to make better bets. Dr.. Estabrooke stated this provides more realistic data than what the original prospectus had. This is one component of what USTAR did.

Dr. Estabrooke stated this year’s audit would likely be released next week. We have been working closely with the auditors in drafting a response. We would start with the recommendations made in the first two audits and where we are in addressing them. Many of the 2013 audit recommendations were re-audited in 2014. Some of the categories were completed or implemented or in process. There are a number of recommendations the auditor did not go back and review. In the status column it’s noted the status has been validated by the 2014 audit or not. The first recommendation was really around the importance of reporting actual outcomes and not estimates. This was a challenge that kicked off the first audit. Second had do with having an explicit methodology for tracking and validating commercialization revenues and making sure that data is accurate. In 2014 we were deemed in process. 

One of the pieces that have been critically important for addressing these metrics is both the assessment work that was done with SRI to identify new metrics that are best practices and really align to the economic development outcomes that USTAR was designed to accomplish. Also, with the university data and the TOIP economic impact study we had SRI develop the measurement instrument for taking those measurements. For TOIP they collected all the data themselves. For the universities they worked with the TVC and the TCO so that USTAR stayed at arms length to reduce the reporting bias. We have done everything to make sure we have done the data collection with best practices to reduce potential support bias as much as possible. One of the original recommendations was to define what a high quality job was. The legislature took care of that giving us the 125 percent of prevailing wage as our high quality job. It’s important to note, particularly with startups, the founders are typically not making anything close to 125 percent. This is probably not a great indication of whether or not we are following the path to success. 

One of the challenges we are having currently is that the survey methodology that SIR employed in collecting this data is industry best practice. The auditor is questioning the validity of the data because it is self reported survey data. We have been having a lot of discussion with them. There isn’t a recommendation of how to do this better. There are no other practices that anyone else is doing that could be implemented here that would give us a more validated number. Mr. Bell stated the assumption when the statute was drafted was that these would be companies that still would have some relationship to the university, allowing some count of employees and revenue. These companies however may or may not be still connected to the university, depending on whether they are mature or not. If they are not publicly held we have no way to require the information and even it they were to give us the numbers we have no way to verify the information. We are caught from both sides because we cannot report the raw data. Council advised us that we have no legal ability to require these companies to report information. The statute was corrected to allow us not to do that. 

[bookmark: _GoBack]Dr. Estabrooke stated return on investment should be measured in terms of a change in the state’s tax revenue. SRI was able to use an in-plan economic estimate for what the change to the state’s tax base was based on their assessment of the TOIP impact. It is a well-known methodology. The auditor comes back to the bias in how the data was collected. We are working with the legislature fiscal analyst running models and they have been interested in the data we have. Formalizing reporting and the reports required from everyone we give money to and the metrics from the research teams was implemented according to the 2014 audit. The formal contracting and budget processes were implemented. We will need to rewrite administrative roles and adopt new policies for some of this reporting if we do get the new statute changes. 

An audit recommendation of formalizing reporting requirements with the universities. In this year’s annual report we declined to provide estimates on things we did not think were estimable. That is something the auditor has called out as not responding. We think they are not required by statute. Mr. Jones stated we have been asked why don’t you put in the license the demand to report jobs. Any clause you put in a license, if the company violates you have to be willing to breach that license. In general I don’t think if we have a valuable company if they are not reporting jobs timely enough that we want to breach that license. It is almost a meaningless clause that really should be in good faith. It’s bad contractual practice to put in the license.

Mr. West questioned you have an obligation to invalidate the license if any requirement is missed?  Mr. Jones replied if a company does not report jobs and may not have time. Mr. West stated if you ask a company about jobs they would tell you. If there is a financial obligation or contractual obligation to you they will report jobs. Mr. Jones stated if the TVC put in the license that you have to report jobs, they would get a very similar job response as you would get in a survey. Mr. Bell stated we have found people unwilling to report wage levels and they see that as private and invasive. Mr. Parks stated it becomes public information when it is reported. USTAR and companies have a hard time giving up the information. Mr. West stated if there were a contractual requirement the attitude would likely be different. Ms. Estabrooke stated with the public information concern that information can be marked confidential. In this data collection everything was aggregated before it came to us. SRI has the actual line item data but we only saw the aggregate so that information was not exposed to the public. Mr. Bell stated we couldn’t identify what a USTAR company was very easily. 

Rich Lunsford exited the call at 4:00 pm.

Mr. Jones stated there are USTAR faculty and people who live in the USTAR building. If you label the person with part of their lab in a USTAR lab as USTAR, then the university has an obligation at the end to share a significant portion of royalties. Unfortunately, in the beginning those definitions were not created. Mr. Bell stated if you could identify a USTAR company then you should be able to contractually require some aggregated reporting. Mr. West stated if we are unable to measure there is a problem. Mr. Parks stated we don’t have any problem putting the request in the license agreements. How can we verify the numbers? Mr. Bell stated the auditor has nailed us harder on not being able to verify numbers we report than they have for not reporting numbers. The newspaper reports what is in the audit. They do not report the audit response or testimony letter. That’s what we have had to fight. The universities have not pursued this kind of reporting before. It wasn’t in the original MOUs. The best practice from SRI is survey data.

Mr. West stated we get asked for employee data with some frequency from our investors. We have to answer every time they ask. None of the startups are going to fight the reporting requirements. Dr. Hwu stated they are subject to audit if they get a phase 2 SBIR. Dr. Estabrooke stated if statute changes are made and we shift more of the investment to direct companies in the terms in those contracts the reporting of follow on funding and jobs will be in the contracts. Those will be direct contracts between USTAR and the company.  

Dr. Estabrooke stated we wanted to point out a couple of good news stories. We kicked off our September GA meeting with Bobbi Mohanti presenting on his TB Breathalyzer Nano Tubes test. The professor has spun out of the University of Utah and USTAR has invested some funds to do clinical trials in India. They were just awarded a Phase 1 grant from the Bill and Malinda Gates foundation. Spidersilk at Utah State has received a million dollar grant from the army to look at the use of spidersilk in body armor. Rajesh Menon has invented this new technology expected to change how night vision works. 

Ms. Opp motioned to adjourn the meeting and Mr. Bell called the meeting to a close.  
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UNIVERSITY IMPACT FINDINGS FROM LICENSING
AGREEMENTS (SRI) 2008'2014 e  *All amounts are reported by 1 start-up company

e  **Exjsting companies are unlikely to report follow-
on investment

Measure UofU uUsu
Licenses Executed 16 12
Licenses still active 12 6

License to Start Ups 9 6

License to Existing Companies 7 6

Full Patent Applications Filed (for active licenses) 8 5

Time from invention disclosure to license 1-3 years 1-5 years
Invention Disclosure and patent costs for all licenses $370,305 $212,248
executed

Gross Revenue Generated by the licenses $195,111
Total follow-on investment for active licenses $3.66M $4.4M*
Products commercialized by existing companies 1 1
Products commercialized by start ups 2

Full time jobs (average wage) 12 ($73,625) 6* ($200k)
Part-time jobs (average wage) 8.5 ($35,256) 2* ($50k)

Graduate student job 1 ($24k)
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