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Regent Affiliated Organizations Part II
ISSUE
Additional information regarding the mission, equity, assets, revenues, and expenditures
relating to the foundations and other organizations affiliated with the State Board of Regents.
AFFECTED AGENCIES
The 3 institutions of higher education under the control of the State Board of Regents.
University of Iowa (SUI)
Iowa State University (ISU)
University of Northern Iowa (UNI)
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CODE AUTHORITY
Section 262.9(7), Code of Iowa.
BACKGROUND
Background of affiliated organizations of the Board of Regents was provided for the
November 1992 meeting of the Legislative Fiscal Committee. Additional information has
been received as a result of questions asked by members.
SPECIFIC FOLLOW-UP REQUESTS
1. Explain the relationship of indirect cost reimbursements and the affiliated
organizations.
Since the contract is between the grantor and the institution itself, an affiliated
organization does not receive revenue from indirect cost reimbursement. This
reimbursement is the portion of the grant which is received for costs such as utilities,
administration, and maintenance at the institution. Therefore, in the
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case of the FAX patent, the student who developed the technology that allowed the
transmission of electronic information under the National Science Foundation fellowship
was an employee of ISU.
2. Delineate the proposed distribution of the proceeds from the FAX patent revenue.
The disbursement of the estimated $28 million is estimated as follows:
Direct costs: (Legal Fees and other costs)

43.0%

12,040,000

Foundation Operational Fee

15.0%

4,200,000

Net income remaining

11,760,000

Inventory share of Net

33.0%

3,880,800

College share of Net (College of Engineering)

33.0%

3,880,800

ISU share of Net

33.0%

3,880,800

3. Delineate the proposed distribution of ISU's portion of the proceeds of the FAX patent
revenue.
ISU plans to expend the Institution's share ($3.9 million) of the FAX patent income on
protecting other ISU intellectual property and technology transfer initiatives at ISU.
4.

Delineate the proposed expenditures of the proceeds from the sale of WOI-TV.
Information regarding planned expenditures of the net profit from the sale of WOI-TV was
provided prior to the legal action currently underway. The information indicated that the
proceeds would be used to establish a trust fund, which would create an endowment to fund
programs in Biotechnology, Electronic Media Studies, Distant Learning and Technology
Transfer Initiatives, the Center for Teaching Excellence, and Student Scholarships. Legal
costs related to the sale of WOI-TV through October 25, 1992 were $513,700.

GOVERNANCE ISSUES

The issue of ownership of the generated funds and appropriate expenditures or
investments of the generated funds by the institution or controlling board of directors of an
affiliated organization continues. Although the institutions may indicate the planned
investment and expenditure of funds, only the controlling board of directors determines
whether the plans are to be implemented and there is currently no recourse in the event
funds are not invested or expended as planned.
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The second issue would be the transfer of ownership of property, such as WOI-TV, and various
patents, such as the FAX patent, from an institution to a private foundation or other affiliated
organization directly related to an institution of higher education under the Board of Regents.
Although the Board of Regents may argue that an affiliated organization may pursue legal action
and receive the proceeds of such legal action or patent proceeds on behalf of an institution, nothing
would preclude the institution from performing such action on its own behalf.
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