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SUBJECT: Proof of Concept Expansion 
 
 

The Board submitted a request for $2 million in one-time funds to support technology 
transfer activity within the Regental system in its FY15 Budget Request to the Governor (see 
Attachment I). Part of that request included the expansion of the existing Proof of Concept 
funding pool to provide opportunities for institutions to seek funding to cover market analysis 
and patent costs.  The request was not included in the Governor’s budget recommendations in 
December 2013, and this past January the Board directed staff to advance the proposal to the 
Governor’s Office of Economic Development (GOED) for possible funding through the Future 
Fund.   
 

GOED was engaged and the Governor subsequently agreed to expand the existing Proof 
of Concept program to provide funding to institutions for certain market analysis and patent 
costs.  RAC representatives and GOED collaborated to establish the parameters and 
requirements of the expansion and earlier this month the Proof of Concept program was 
expanded to provide funding to institutions as outlined in Attachment II.    
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South Dakota Commercialization Fund 
 Requested .................................................................................................$2,000,000 

 
Among the primary outputs of basic research and innovation at any university are 

valuable intellectual properties that have potential for commercialization and provide for 
economic development for the state.  University technology transfer offices are delegated with 
the responsibility to capture, evaluate, protect, and commercialize intellectual properties derived 
from research and innovations.  The procedures entail transferring innovations (i.e., skills, 
knowledge, technologies, methods of manufacturing, etc.) to a wider range of users who can 
develop those innovations into new products or applications.  Technology Transfer officers 
develop relationships with university faculty and evaluate their intellectual property to determine 
the relative value of the innovations for broader market.  If commercial potential is identified, a 
provisional patent (or Plant Variety Protection application) is filed with the United States Patent 
and Trademark Office and institutions undertake the process of determining whether a patent is 
warranted to secure the intellectual property rights on behalf of the researcher, the university, and 
the Board.  

 
The Regental system is currently benefiting from a decade of state/federal investments in 

basic research which has produced a record number of invention disclosures and patent filings 
over the past few years.  For example, a total of 71 invention disclosures were filed in the 
Regental system in FY11, along with 19 patent protections, and 3 patents.  However, while the 
number of invention disclosures has increased dramatically (a threefold increase over the past 5 
years), the number of patents has remained flat during this same time period.  Primarily the costs 
associated with filing for patent protection has been cost prohibitive (ranging from $10,000 to 
$50,000 per filing for U.S. protections alone, with incremental increases when international 
protections are needed) for institutions, forcing them to be highly selective in targeting a small 
number of commercialization opportunities each year.  In some situations, the institutions have 
been required to negotiate away a portion of the intellectual property rights to private industry or 
venture capital firms who are willing to provide the financial support to cover technology 
transfer costs.  As a result, promising innovations are delayed from entering the marketplace if 
private industry or venture capital firms are unwilling to make important investments to secure 
patent protection; the unintended consequence is the loss of economic development opportunities 
for South Dakota.  Once the initial technology transfer review process (the initial screening and 
patent investment), institutions continue to manage the transition of that technology through a 
variety of start-up services that require considerable investments in time, energy and 
resources.1To aid in facilitating this accumulated intellectual property, the Board of Regents is 
seeking $2 million in one-time funds to support the creation of a Commercialization Fund to be 
distributed across two programs; 1) Technology Transfer Fund; and Entrepreneur-in-Residence 
Program.    
 
Technology Transfer Fund 
                                                           
1 Start-up services that are often provided by personnel in the Technology Transfer Office include a general 
overview of the technology of interest and its ability to solve problems or address opportunities in the marketplace.  
The nature of the markets (size, relative value, potential competitors, and potential customers) must be explored and 
assessed, financial models must be evaluated (management team structure, revenue generation, financing strategy), 
and timelines/milestone events must be evaluated (product development, licensing discussions).    
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Technology Transfer Funds would be made available to Technology Transfer Offices 

within the Regental System to provide the necessary capital to cover expenses associated with 
patent prosecution and due diligence (market analyses and investigations). Furthermore, a 
primary objective of the program would be to create a mechanism for the state to make targeted 
investments to support the commercialization of research-derived innovation and new 
technologies that show promise and may produce a significant return on investment for the state. 
This past year, the South Dakota EPSCoR Advisory committee (REACH) facilitated efforts to 
develop 2020 Vision: The South Dakota Science and Innovation Strategy.  This report provides a 
framework to help South Dakota, over a seven-year period from 2013-2020, to leverage existing 
investments by focusing research and development activity around five key industry sectors that 
are projected to produce the highest potential for economic development in the state.  These 
sectors include: 1) Value-Added Agriculture and Agribusiness; 2) Energy and Environment; 3) 
Materials and Advanced Manufacturing; 4) Human Health and Nutrition; and 5) Information 
Technology/Cyber Security/Information Assurance.  Priorities would be established to provide 
Technology Transfer Funds to commercialization research-derived innovations and new 
technologies aligned with these five industry sectors.      
 
Entrepreneur-in-Residence Program 
 

Although patent protection is one area for providing financial support for institutions to 
move new innovations into the marketplace, entrepreneurial expertise is an important asset that is 
critical for guiding research-derived intellectual property coming through the technology transfer 
process down the commercialization pathway.  A major motivation for many faculty principle 
investigators is the application of their research discovering through commercialization to solve 
problems and create new economic opportunities.   

 
One strategy employed to provide the entrepreneurial and business development skills to 

commercialize research results with commercial promise that have been protected by the 
technology transfer process is the hiring of an Entrepreneur-in-Residence (EIR). Experienced 
new technology entrepreneurs bring into play domain expertise on commercialization strategies 
and licensing and business development experience to move promising research-derived IP 
towards the marketplace and commercial success.  Through their insight, serial experiences and 
know-how needed proof of concept work, IP strategies, market assessments, operating expertise, 
and investment capital and commercialization partners can be undertaken or recruited. 
Furthermore, EIRs leverage their industry, team building, and capital formation experience to 
evaluate and support the development of new spinout companies by working with faculty 
innovators, who typically serve as chief science officers, and their graduate/undergraduate 
students on commercialization of research-derived IP protected by the technology transfer office 
and licensed to the spinout company.  It is expected that during their tenure (traditional duration 
is six months), the EIR will find a startup opportunity to lead. While the primary outcome for 
EIRs is to generate new start-ups, these individuals also provide guidance to students through 
guest lecturing or appearances in classes, meeting with student business plan teams, and 
coaching students involved in starting ventures. A portion of the Commercialization Funds 
provided through this program will be dedicated to support EIR personnel at Regental 
institutions.  
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Proof of Concept Fund 
 
Preamble 
 

The Proof of Concept Fund is designed to provide a three pronged approach to furthering 
the technology transfer and/or commercialization of innovations in South Dakota.  All 
Proof of Concept funding is provided as an advance that is presumed to be repaid, unless 
forgiven at the sole discretion of the Governor’s Office of Economic Development 
(“GOED”) based on the project outcome(s). The three available avenues within the Proof 
of Concept Fund include Research Funding, Market Analysis Funding, and Patent 
Funding.  As outlined below, each of the three funding tracks have distinctive 
requirements and parameters.  If you have any questions related to eligibility please 
contact Nathan Lukkes at the South Dakota Board of Regents at Nathan.Lukkes@sdbor.edu 
or (605)773-3455; or Mel Ustad at the Governor’s Office of Economic Development at 
Mel.Ustad@state.sd.us or (605)367-4515. 

 
 
Research Funding 
 

Purpose:  Proof of Concept Research (“POC Research”) funding may be utilized to 
provide up to $25,000 advances for eligible applicants to conduct research demonstrating 
the technical and economic feasibility of an innovation, significantly enhancing the 
likelihood of commercialization of the innovation.   A core consideration for POC 
Research funding is the innovation’s proximity to commercialization.  POC Research 
funding is not intended to fund basic academic research.   
 
Eligibility:  Eligible applicants for POC Research funding include entrepreneurs, 
universities, existing South Dakota companies, or other entities committed to 
commercializing the results in South Dakota.   
 
How it Works: 

1. Complete the POC Research application and submit it to the designated 
individuals at GOED/BOR. 

2. GOED/BOR staff will review the application, determine eligibility and 
contact the applicant if additional information is needed. 

3. Eligible applications will be reviewed for technical/scientific validity and 
economic viability. The Research Affairs Council, consisting of 
representatives from the six public universities, will conduct a technical 
review of the proposals.  An advisory group of private equity investors and 
business incubator managers will conduct a business revises of the proposals. 

4. The technical and business reviews will be used by GOED to make a decision 
on approval of the application. 

5. If approved, a contractual agreement will be sent to the applicant for approval 
and the POC Research project will be conducted. 

mailto:Nathan.Lukkes@sdbor.edu
mailto:Mel.Ustad@state.sd.us
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6. Upon completion of the POC Research project, a final report will be 
submitted summarizing the project and indicating if the project will continue 
toward commercialization.  Based on the outcome of the project, GOED will 
determine if the advance will be forgiven or repaid, and if applicable, the 
interest rate and repayment terms will be instituted at that time.   

 
Basic Terms: 

• Applications can be submitted at any time. 
• GOED/BOR staff will screen applications for completeness and eligibility, 

and forward to reviewers within 10 days of submission. 
• A 10% matching cash or in-kind contribution is required. 
• POC Research proceeds may NOT be used to pay the principal(s) or 

researcher(s) salaries.  Legal fees for incorporation and sales expenses and 
general business operating expenses are NOT eligible. 

• POC Research proceeds may be used to pay consultant contracts, material and 
supplies, salaries of employees in South Dakota, graduate assistant stipends, 
and other necessary services pertaining to technical feasibility or marketing 
studies. 

• South Dakota universities may pursue advances from multiple Proof of 
Concept funding pools. 

 
 
Market Analysis Funding 
 

Purpose:  Proof of Concept Market Analysis (“POC Market Analysis”) funding may be 
utilized to provide up to $25,000 advances for South Dakota universities to explore and 
assess the market, value and commercialization potential of an innovation. 
 
Eligibility:  South Dakota universities are the only eligible applicants for POC Market 
Analysis funding. 
 
How it Works: 

1. Complete the POC Market Analysis application and submit it to the 
designated individuals at GOED/BOR. 

2. GOED/BOR staff will review the application, determine eligibility and 
contact the applicant if additional information is needed. 

3. Eligible applications will be reviewed for technical and economic viability. 
The review committee, consisting of representatives from the private sector, 
GOED, BOR, and the university tech transfer offices, will conduct a review of 
the applications and recommend approval or denial to GOED. 

4. The review and recommendation of the review committee will be used by 
GOED to make a decision on approval of the application. 

5. If approved, a contractual agreement will be sent to the applicant for approval 
and the POC Market Analysis project will be conducted. 
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6. Upon completion of the POC Market Analysis project, a final report will be 
submitted summarizing the project and indicating if the innovation will 
continue toward commercialization.  Based on the outcome of the project, 
GOED will determine if the advance will be forgiven or repaid, and if 
applicable, the interest rate and repayment terms will be instituted at that time.   

 
Basic Terms: 

• Applications can be submitted at any time. 
• GOED/BOR staff will screen applications for completeness and eligibility, 

and forward to reviewers within 10 days of submission. 
• A 1:1 matching cash contribution is required. 
• POC Market Analysis proceeds may NOT be used to pay the principal(s) or 

researcher(s) salaries.  Legal fees for incorporation and sales expenses and 
general business operating expenses are NOT eligible. 

• POC Market Analysis proceeds may be used to pay consultant contracts, 
industry experts, and other direct costs associated with determining the 
market, value and/or commercialization potential of an innovation. 

• South Dakota universities may pursue advances from multiple Proof of 
Concept funding pools. 

 
 
Patent Funding 
 

Purpose:  Proof of Concept Patent (“POC Patent”) funding may be utilized to provide 
up to $15,000 advances for South Dakota universities to assess and pursue the patenting 
of an innovation. 
 
Eligibility:  South Dakota universities are the only eligible applicants for POC Patent 
funding. 
 
How it Works: 

1. Complete the POC Patent application and submit it to the designated 
individuals at GOED/BOR. 

2. GOED/BOR staff will review the application, determine eligibility and 
contact the applicant if additional information is needed. 

3. Eligible applications will be reviewed for technical and economic viability. 
The review committee, consisting of representatives from the private sector, 
GOED, BOR, and the university tech transfer offices, will conduct a review of 
the application and recommend approval or denial to GOED. 

4. The review and recommendation of the review committee will be used by 
GOED to make a decision on approval of the application. 

5. If approved, a contractual agreement will be sent to the applicant for approval 
and the POC Patent project will be pursued. 

6. Upon completion of the POC Patent project, a final report will be submitted 
summarizing the outcome of the POC Patent project and indicating if the 
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innovation will continue toward commercialization.  Based on the outcome of 
the project, GOED will determine if the advance will be forgiven or repaid, 
and if applicable, the interest rate and repayment terms will be instituted at 
that time.   

 
Basic Terms: 

• Applications can be submitted at any time. 
• GOED/BOR staff will screen applications for completeness and eligibility, 

and forward to reviewers within 10 days of submission. 
• A 20% matching cash contribution is required. 
• POC Patent proceeds may NOT be used to pay the principal(s) or 

researcher(s) salaries, sales expenses and general business operating expenses. 
• POC Patent proceeds may be used to pay consultant contracts, attorney’s fees, 

and other direct costs associated with assessing and pursuing the patenting of 
an innovation. 

• South Dakota universities may pursue advances from multiple Proof of 
Concept funding pools. 

 
 


