Virginia Polytechnic Institute and State University No. 13010 Rev.: 4
Policy and Procedures Date: May 13, 2008

Subject: Faculty Conflicts of Interest and Commitment Policy
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1. Pur pose

Virginia Tech recognizes that external activities can advance its ability to provide high quality research and
educational experiences for students. External activities congruent with the professional expertise of faculty and
consistent with the mission of the corresponding department enhance professional development and enrich the
learning community. In addition, activities such as licensing of technology, consulting, or business start-ups are
critical to promoting economic development and meeting society's needs. It is the purpose of this document to
provide a policy and the commensurate procedures for the management and monitoring of such activities in a
manner that will both promote and safeguard the interests and reputation of Virginia Tech and its faculty.

2. Policy

All faculty members of the university must be committed to conducting themselves in accordance with the highest
standards of integrity and ethics. This includes identification of the potential for conflicts of interest and
commitment, and the assurance that participation by faculty in such activities does not improperly affect the
university.

A conflict of interest occurs when a faculty member is in a position to advance one's own interests or that of one's
family or others, to the detriment of the university.

A conflict of commitment arises when the external activities of a faculty member are so demanding of time,
attention, or focus that they interfere with the individual's responsibilities to the university.

Both state and federal law define conflict of interest and the conditions under which such conflicts may be deemed
acceptable. A prohibited conflict of interest arises when a company in which an employee or member of the
employee's immediate family has a personal interest contracts directly or through a subcontract with a state
institution of higher education. A personal interest is defined as owning more than three percent of the equity in the
company or having a commercial arrangement worth more than $10,000 annually. In the case of contracts
involving Federal agencies, all Federal guidelines relating to conflicts of interest apply. The Federal Conflict of
Interest Guidelines set the maximum allowable commercial arrangement at $5,000 annually.
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The law exempts certain categories of contracts. In particular, for the purposes of this policy, research and
development, and commercialization of intellectual property contracts are exempted provided that the disclosure
and approval requirements of this policy are followed. Typical research and development contracts covered by this
policy are research agreements through the Office of Sponsored Programs and licensing agreements from the
university or an affiliated corporation. Under Section 2.1-639.6(C)(6), Code of Virginia, the Board of Visitors has
the authority to approve contracts between an employee and the university for research and development and
commercialization of intellectual property.

While financial interest in a company doing business with the university represents an obvious potential conflict of
interest, a wide variety of other external activities in which faculty members engage may also present perceived or
real conflicts with their primary responsibilities for teaching, research, administration, and service. It is the policy
of Virginia Tech that each faculty member will disclose fully any activities outside the university which may
potentially involve business, employment, consulting, or appointment to other positions or responsibilities within
an external organization. For external activities that require approval, such approval must be obtained in advance
of the commencement of those activities. A renewal application must be filed annually for those approved
activities that extend beyond one year.

This policy identifies three categories of external activities and the disclosure and approval requirements for each.

1. Category I consists of relationships that, while potential conflicts in a technical sense, are allowable
because they are accepted academic practices at Virginia Tech.

2. Category Il consists of activities that may be allowable after disclosure, review and approval of oversight
procedures that are designed to ensure academic standards, intellectual values, and institutional integrity
are maintained.

3. Category Il activities are those which contravene state or federal law or university policy and will not be
permitted.

This policy must be read in conjunction with related university policies and procedures, such as intellectual
property and consulting. In addition, special consulting policies apply for faculty with Cooperative Extension
appointments and for all faculty members in the College of Veterinary Medicine.

Policy 13010 and the procedures outlined herein are in satisfaction of the oversight requirements of the Virginia
Tech Board of Visitors, and Sections 2.2-3100 through 2.2-3127 of the Code of Virginia, as amended.

3. Procedures

3.1 Disclosure of External Activities

Faculty members are strongly urged to discuss proposed external activities with their department heads and/or
senior colleagues in making an initial judgment as to the appropriate category for that activity. If there is any
doubt, then approval should be requested.

Faculty members who plan to be involved in activities that may be category Il are required to seek approval in
advance. The following forms are required depending on the nature of the activity proposed and the potential for
conflict of interest or commitment.

1. Form 13010 A documents the nature of the proposed external activity and the potential conflict of interest
to those responsible for review, approval, and oversight. This form is required for all cases where
disclosure is required. Approval of the application expires automatically at the end of the academic year. If
a renewal is desired, a new application must be filed.
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2. For those activities which appear to present a more significant conflict of interest, Form 13010 B must be
completed for further review and approval. In addition, a Memorandum of Understanding [MOU] is
required for those activities.

3. It should be expected that the process of developing an acceptable oversight agreement may be iterative.

Disclosure and Approval Requirements for Legally Permissible External Activities

Activity |Disclosure Forms Required Approvals Required
Category |Required? (See below for admin officers)
Category |Discussion None None
I with dept head
recommended
Category |Yes Form 13010 A Department/Unit Head and Dean
I
Completea  |"Application to Engage in an External Form 13010 B and the Memorandum of
form for Activity and/or Disclosure of Potential Understanding also require approval of
EACH Conflict of Interest” the Senior Vice President and Provost
activity.
If response to any question in part 2 is "yes,"
then Form 13010 B "Disclosure of
Relationships with External Organizations"
must be completed.
If requested, a Memorandum of
Understanding must be prepared.

In the case of faculty members who hold administrative positions, Form 13010 A "Permission to Engage in an
External Activity" and review of external relationships will proceed as follows

Individual Seeking Permission: Initial Reviewing Authority:
Directors of centers, institutes or  |Administrator as defined in Policy 3020 "Centers Financial and
laboratories Administrative Policy and Procedures”

Directors, Department heads Dean of respective college, or Vice President of respective unit
|Deans and vice presidents \Senior Vice President and Provost

|Seni0r Vice President and Provost \President

|President \Board of Visitors

Disclosure forms, including the MOU, will be considered confidential within the university, to the greatest extent
possible, and made available only to those individuals charged with the responsibility for review. Offices of the
department heads, the deans, the vice presidents, and the Senior Vice President and Provost will establish means
for the preservation of confidentiality. The disclosure forms, however, are subject to the Virginia Freedom of
Information Act.
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3.2 Management of Potential Conflict

The following procedures describe processes for the management and, where necessary, oversight of external
activities for faculty members who are involved in category Il activities.

1. If an approved activity is to extend beyond one year, the faculty member must file an updated form(s)
annually.

2. If a"yes" response is given to any question in Part 2 of Form 13010 A, then the faculty member must also
submit a Form 13010 B "Disclosure of Relationship with External Organizations."

3. The department head and dean are responsible for monitoring and, when necessary, providing oversight of
the approved category Il activities. If requested at any level of approval, the faculty member must prepare a
Memorandum of Understanding.

4. As part of the MOU, the faculty member must provide detailed information on the nature of the potential
conflict. The MOU must be endorsed by the department head and dean or vice president and approved by
the Senior Vice President and Provost. It must address the potential conflicts as disclosed in Form 13010 B
"Disclosure of Relationship with External Organizations™ and specify the details of the oversight process,
the responsibilities of the department head and dean, and reporting mechanisms relating to the activities.

5. The Senior Vice President and Provost may refer Memoranda of Understanding to the Committee on
Conflicts of Interest and Commitment for review and advice.

3.3 Committee on Conflicts of Interest and Commitment

The Committee on Conflicts of Interest and Commitment (subsequently referred to as the conflicts committee)
plays an important role in advising university officials on needed revisions to related policies and procedures, and
in reviewing and advising on specific cases referred to them. The committee shall be an operational committee
appointed by and advisory to the president. The majority of committee members will be faculty members chosen at
large who, because of their experience or expertise related to the matters before this committee, bring an informed
and highly ethical perspective to its deliberations. In certain cases, it may be appropriate to augment the
membership of the committee with members from regional campus locations and/or to seek advice from
individuals outside the institution. The committee's deliberations and recommendations concerning individual
cases and appeals are to be treated with as much confidentiality as possible.

The committee will have the following responsibilities:
1. to make periodic recommendations to university officials on the institutional policy and procedures
pertaining to conflicts of interest and commitment,

2. to make recommendations to the Senior Vice President and Provost on oversight procedures suggested by
the faculty member and his/her department in each proposed Memorandum of Understanding that is
referred to the committee, and

3. toreview cases in which an appeal is submitted or non-compliance has occurred and to make
recommendations to the Senior Vice President and Provost on resolution.

4. Appeal Process

In the event that a request for approval of an external activity is not acceptable to the department head, or the
department head does not accept the faculty member's judgment that there is no conflict of interest, the faculty
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member will propose a plan of action for resolution and resubmit to the department head for approval. If the
department head agrees, the proposal will continue through the normal approval route.

If permission has not been granted, or the conditions or restrictions to be imposed are not acceptable, the faculty
member may appeal the case to the dean or vice president. If a satisfactory resolution is not reached by appeal to
the dean or vice president, the faculty member may appeal to the Senior Vice President and Provost, who will refer
the case to the conflicts committee for a recommendation. The Senior Vice President and Provost will make a final
determination. If the determination is consonant with the recommendation of the conflicts committee, no further
appeal is possible. A determination that is not consonant with the committee's recommendation may be appealed to
the President for final disposition. The faculty member and relevant administrators will be afforded the opportunity
to present their views at each stage of the appeal procedure.

5. Compliance

Virginia Tech expects its faculty members to comply fully and promptly with the policy. The office of the Senior
Vice President and Provost is responsible for overseeing the implementation of the policy and associated
procedures.

The Senior Vice President and Provost will review all alleged breaches of the disclosure process, including (a)
failures to comply with such process, whether by virtue of a faculty member's refusal to respond or by his/her
responding with incomplete or knowingly inaccurate information, (b) failures to remedy conflicts, and (c) failures
to comply with a prescribed oversight plan. Such cases will be forwarded to the appropriate university unit for
investigation if necessary, or to the conflicts committee for review and recommendation. The conflicts committee
will provide the faculty member an explicit opportunity to respond to allegations of a breach in the disclosure
process, first in writing and then in person if appropriate. Any such written response will be appended to the
committee's report for review by the Senior Vice President and Provost.

Instances of deliberate breach of policy - including failure to file a required disclosure form, knowingly filing an
incomplete, erroneous, or misleading disclosure form, or failure to comply with prescribed monitoring procedures -
will be adjudicated in accordance with applicable disciplinary policies and procedures of the university as
described in the Faculty Handbook.

6. Reporting Approved Contracts to the Board of Visitors

The Vice President for Research will prepare a quarterly report of all contracts that have been approved between
an employee and the university for research and development and commercialization of intellectual property as
allowed by state law. The report will be forwarded to the Office of the President for presentation to the Board of
Visitors for review and ratification at each quarterly meeting.

7. Record Retention

All original signed forms and memoranda of understanding related to conflicts of interest and commitment will be
retained in the faculty member's departmental personnel file in accordance with university record retention
guidelines. Copies of disclosure forms will be maintained in the Office of Sponsored Programs. Copies of
approved forms 13010 B and Memoranda of Understanding will also be retained in the office of the Senior Vice
President and Provost.

8. Definitions

1. "Business" means any corporation, partnership, sole proprietorship, firm, franchise, association,
organization, holding company, joint stock company, receivership, business or real estate trust, or any
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other legal entity organized for profit or charitable purposes, but excluding the University or any other
entity controlled by, controlling, or under common control with the University.

"Disclosure” is the full recording or specification of the faculty member's relationship with an external
organization or involvement in external activities.

"Faculty member" is anyone who has faculty status at Virginia Tech, including those in both standard and
special faculty ranks, such as special research faculty or administrative and professional faculty. The
complete categories of faculty are given in Section 2.1 of the Faculty Handbook.

"Family Member" means a) spouse and b) any other person residing in the same household as the faculty
member who is a dependent of the faculty member or of whom the faculty member is a dependent.

Note: It is noted that a potential conflict of interest may arise when the party holding the "Financial
Interest” as defined in (e) below is related to the faculty member in ways other than spouse and dependent
children. Financial interests held by this party should be disclosed by the employee to the best of his/her
knowledge.

A "Financial Interest" is an interest in a business consisting of any stock, stock option, or similar
ownership interest in such business. However, if the value of the interests meet both of these conditions:
(a) it does not exceed $10,000 (or $5,000 where federal contracts are involved) and (b) it does not
represent more than 3% ownership when aggregated for the faculty member and his/her family, then the
following will be excluded:

a. any interest arising solely by reason of investment in such business by a mutual, pension, or other
institutional investment fund over which the faculty member does not exercise control; or

b. receipt of, or the right or expectation to receive, any income from such business, whether in the
form of a fee (e.g., consulting), salary, allowance, forbearance, forgiveness, interest in real or
personal property, dividend, royalty from the licensing of technology, rent, capital gain, real or
personal property, or any other form of compensation, or any combination thereof.

9. References

Faculty Handbook, Section 2.16

Policy 13000 "Intellectual Property"

10. Approval and Revisions
Recommended by the Commission on Research.

Approved by University Council: January 20, 1992

Approved by the President: January 20, 1992

Revision 1

Change in Sections 2 and 3 to reflect changes in the Code of Virginia and to bring the university into
compliance with current law.

Approved by the Board of Visitors, November 9, 1998
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e Revision 2

Complete revision of policy in all aspects to reflect broader range of external activities, new reporting and
approval mechanisms, and other changes.

Recommended by the Commission on Research: April 26, 2000

Approved by University Council: May 1, 2000

Approved by the President: May 1, 2000

Approved by the Board of Visitors: June 5, 2000
e Revision 3

April 23, 2002: References to Code of Virginia section numbers updated; position titles updated.
e Revision 4

May 13, 2008: Updates to position titles and/or responsibilities due to university reorganization.

Delegation of Authorities and Responsibilities approved by the Board of Visitors, March 31, 2008.
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