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Finance Committee considered SENATE BILL NO. 173"

SB 173 SCIENCE & TECH FOUNDATION/BIDCO/INT.TRADE

"An Act repealing statutes pertaining to the Alaska Science and Technology Foundation and transferring money in the
foundation's endowment; repealing statutes relating to the BIDCO assistance program; repealing statutes pertaining to
the international trade and business endowment and transferring money in the international trade and business
endowment; transferring oversight administration of outstanding Alaska Science and Technology Foundation loans and
grants to the Alaska Industrial Development and Export Authority; establishing an Alaska BIDCO assistance program to
be administered by the Department of Community and Economic Development; making conforming amendments; and
providing for an effective date."

and recommends: Senate Bill:
[ ] same title

be replaced with Cs [ j new title
House Bill:
adopt previous _ CS [ ] same title
[ ] technical title
attached amendment(s) [ 1 new: SCR #_
adopt Letter of Intent by Committee
further referral to Committee
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Department Date Fiscal Zero FN#
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wffiSGMj NOTE

STATE OF ALASKA add 9 W Fiscal Note Number: 1
2003 LEGISLATIVE SESSION * Bill Version: SB 173

Si-NAI HM NO (S) Publish Date: 4/4/03

GOMMITEL:
Revision Date/Time (Note if correction): ~ Dept. Affected; DCED
Title ASTF Elimination _BRU AK Sclonco & Technology Foundation (126)
Component AK Science & Technology
Sponsor Governor Foundation
Requester Rules by Request of the Governor Component No. 2012
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services 0.0
Travel 0.0
Contractual 0.0
Supplies 0.0
Equipment
Land & Structures
Grants & Claims 0.0
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES | |

CHANGE IN REVENUES ( ) 0.0 |

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Statutory Designated) 0.0
Other (Science & Tech Endowment) 0.0
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2003) cost: 10.608.6
Mark this box (X) If funding for this bill Is included in the Govornor's FY 2004 budget proposal: X
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separata page if necossary)

This legislation repeals the statutes relating to the Alaska Science and Technology Foundation (ASTF) and its
programs, including the BIDCO assistance program; transfers oversight of the former ASTF programs to the Alaska
Industrial Development and Export Authority: and establishes a replacement Alaska BIDCO assistance program in
the Department of Community and Economic Development. This legislation eliminates the Alaska Science and
Technology Endowment as of June 30, 2003. Subject to an appropriation in the FY04 operating budget bill, the
balance of the Endowment (estimated at $89 million) will be transferred to the General Fund. This legislation also
eliminates the International Trade & Business Endowment and subject to an appropriation in the FY04 operating
budget bill, the balance (estimated at $4.4 million) will be transferred to the General Fund.

Prepared by: Tom Lawson, Director Phone 907-465-2505
Division Administrative Services Da'e/Timo 3/21/03 1:32 PM
Approved by: Edgar Blatchford, Commissioner Date 3/21/2003
Agency Department of Community & Economic Development
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FISCAL NOTE
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STATE OF ALASKA Fiscal Note Number:

2003 LEGISLATIVE SESSI?N APR 2 8 2003 Bill VEfsion: ' SB173
() Publish Date:

Revision Date/Time (Note if correction): i\lir.-r Dept. Affected: DCED

Title Science & Tech Foundation/BIDCO/IntTrade BRU AIDEA (125)
Component AIDEA

Spcnsor Rules by Request of the Governor

Requester Senate Finance Component No. 1234

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

Personal Services 75.5

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 75.5 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (1004)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receinls
1003 GF Match
1004 GF 75.5
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)
TOTAL 75.5 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2003) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal:

POSITIONS

Full-time 1
Part-time

Temporary

ANALYSIS:  (Aftach a separate page if necessary)

This legislation transfers oversight administration of outstanding Alaska Science & Technology Foundation grants to the Alaska
Industrial Development & Export Authority. Pursuant to the existing grants, grantees have repayment obligations to the slate. The
requested funds will pay far one Grants Administrator at a range 20C. This position will adminisler the outstanding ASTF grants,
including analyzing the grants that are in repayment status and the remaining open grants. The grants administrator will determine
and then implement the appropriate management procedures for grants that are expected to repay or continue to repay funds under
the terms of the ASTF grant agreements.

As 0l 4/1/03, S299.345 has been returned to ASTF from 29 grantees. Repayments are based on either royalty income or annual
gross revenues related to the funded project. SB173 requires that amounts required to be paid by a grantee under the terms of the
respective grant agreement shall be paid into the general fund. In 2002 ASTF received over 585,000 in grantee repayments This
position will develop an estimalo of future grantee repayments

Prepared by: Sara Fisher-Goad, Financial Analyst Phone 907.269.4623
Division Alaska Industrial Development and Export Authority Date/Time 4/8/03 4:05 PM
Approved by: Edgar Blatchford, Commissioner Dale 4/8/2003
Agency Department of Cmmunily & Economic Development
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Personalized Service Ix
Experienced Alaskans

Wc understand the unique challenges facing Alaskan

businesses.

Founding I'residcnt/CEO David Hoffman has been an
Alaskan leader in business and economic development for
20 years, He has managed businesses, ranging from start-
ups to a corporation with annual sales of $90 million. He is
the former Commissioner of the Alaska Department of
Community and Regional Affairs and has been a consultant

to businesses throughout the country.

Development Officer and Business Consultant Jason Evans
isan Inupiag front Nome. He has worked throughout
Alaska is a business consultant and project manager. Loan
Closer/Administrator Carrie Coucy has 15 years of Alaskan
experience in all aspects of lending. She is also a paralegal.
Executive Assistant Alice Ahmaogak Glenn (“Kannik") is an
Inupiaq from Barrow who lived in California's Silicon
Valley for many years before returning home. She has
strong ties to her Inupiaq culture and heritage.
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ALASKA
GrowthlICapita

The New Source
For Business Financing

Consulting Services



Alaska Growth Capita

Wi: bogus only on businesses

Alaska Growth Capital is a commercial lending institution
that is licensed and regulated by the State of Alaska. We
can make loans to viable businesses that arc deemed

"too risky" by banks. We do not accept deposits, do

consumer lending, or finance housing projects,

I-"INANCIAI PRODUCTS

We provide financing for all business needs, including
construction lending, lines of credit, permanent working
capital, equipment, and leasehold improvements. We
participate in the SBA, USDA, and BIA loan guarantee

programs.

lows AND H RMS

Our loans range from $100,000 to $600,000 and normally
have terms from three to seven years. Interest rates depend
on the risk level of the business. We customize each
financing package to meet the unique needs of your

business.

CONSULTING SERVICES

We often provide no cost consulting services to our
borrowing clients, before and after closing. We also provide
strategic planning services on a fee basis to businesses that
are not borrowers. Our clients benefit from our affiliation
with the 2 1subsidiary companies of Arctic Slope Regional
Corporation (ASRC). ASRC, the owner of Alaska Growth

Capital, is the largest corporation based in Alaska.

What Are We?

WE REACH QUT TO
NONTRADITIONAI. BORROWERS

Alaska Growth Capital provides a financing alternative to
businesses that may have trouble gaining access to
traditional bank financing. We can provide stand-alone
financing or participate with banks in joint financing. We
make a special effort to reach our to businesses that are

rural, minority-owned, or technology-oriented.

WE: IARGET BUSINESSES THAT ARE
EXPANDING ALASKA'S ECONOMY

Alaska Growth Capital can finance any business operation
within the state, but we focus on businesses that are
expanding Alaska's economy. We are primarily interested
in industrial sectors such as manufacturing, resource
development and setvice providers that have the potential

to capture business held by out-of-state companies.

VENTURE CAPITAL INVESTMENTS

In addition to lending funds, we can make a venture
capital investments in new or rapidly-growing companies.
If we can make an equity investment, we must have a clear
“exit strategy" titat allows us to get our money back once

the client company has achieved its financial goals.

i my.y.rr .,-«*\Ll-

THE APPLICATION PROCESS

Call today for a loan application or download the
application from our website. Once y u provide the
required information, we can quickly make a decision on

whether you qualify for a loan.

Alaska Growth Capital seeks to work with healthy
companies that have the potential for significant growth
and profitability. The primary criteria we consider are the

following:

Dedicated and experienced management
© Past performance
® Current economic viability of the business
© Potential for future growth in sales and profits

A Competitive advantages such as proprietary
technology, technical superiority, unique skills or
special access to a specific resource or market

Ifyou want your company to grow with the help of Alaska
Growth Capital contact us at:

(907) 349-4904 or 1-888-315-4904

E-mail us at: info@ alaskagrowth.com
or check our website at: www.alaskagrowth.com

Alaska Growth (‘iipit,il is licensediis it HIDCO (business ami
Industrial Development Corporation.) It has receivedfinancial
support through a loanfrom the Alasha Science and Technology

Tonndation,


mailto:info@alaskagrowth.com
http://www.alaskagrowth.com

Subject: Alaska Science & Technology Foundation

Formed in 1988, by Governor Steve Cowper promising the Foundation would
enable Alaska to be the world leader in arctic research.1Since its start with a
$106,000,000 endowment, ASTF has been promoted as an economic engine
and job creator for the state. Among other things, it issues what is categorized on
its web site as entrepreneur and teaching grants.

If the entrepreneui grants result in a commercialized product than the grant
recipient is obligated to make repayments to ASTF. 359 entrepreneur grants are
listed on ASTF’s web site www.astf.org. $29,6 million have been spent by ASTF
on 81 projects that are expected to generate repayments to the state. Of these
81, only 29 are actually making repayments and the total amount of payments
received since program inception in 1988 is approximately $299,3452

A review of ASTF’s web site and its annual reports reflects the following:

1. ASTF has issued entrepreneur grants to people and institutions in:
e Brazil

* British Columbia

* Nova Scotia

e California

e District of Columbia
e Florida

e« Maryland

e Massachusetts

e Minnesota

« Nevada

e New Hampshire
« New York

¢ Oklahoma

« Oregon

e Vermont
« Washington
* Wisconsin

2. Grants classified as “entrepreneur grants” have been issued to:
« U.S. Army

« National Marine Fisheries Service

e Alaska DEC

« Alaska Dept, of Public Safety

« Alaska Dept, of Education

1"Anchorage Daily News" May 14,1988, page B6.
2 Please see attached spreadsheet based on information received from ASTF staff.
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http://www.astf.org

» Alaska Dept, of Fish & Game

* Municipality of Anchorage

« Anchorage School District

« University of Alaska— Fairbanks, Anchorage & Juneau campuses

3. Over $6,000,000 in “entrepreneur” grants are listed on the web site
without published results, including some grants issued over 12 years ago.

4. ASTF has been used as a supplemental means of funding University of
Alaska operations and research outside the normal general funds appropriation
processes. Operations were funded by legislature-directed appropriations of
ASTF funds totaling $13.7 million during the period 1997-2003. Additionally,
approximately $7,000,000 in “entreDreneur” grants have been issued by ASTF to
University of Alaska staff for research, ; ctensibly through the competitive
application process. Some grants were issued to University departments and
some issued to individual professors. Some of those issued to individual
professors were issued to the professors’ private business but list a University
telephone and email for contact.

5. QUESTIONABLE PROJECTS. (Numbers are ASTF’'s grant designations.)

$1,121,426 to a UCLA Professor to commercialize a radioactive waste treatment
technology that had been patented by the professor. #91-2-060

Alaska doesn’t have a radioactive waste problem and the funds were used to
supplement funding the professor received from Westinghouse-Hanford.

$17,341 for a drug addict needle exchange program in Anchorage. #96-3-056.

$197,233 to investigate use of North Slope wild grass to keep Canada geese
away from Anchorage. #98-2-090.

$233,949 to convince Alaskans to stop smoking. #94-4-128/#99-3-102.

$20,000 to Louisiana State University to develop a plan for the University of
Alaska to better transfer technology to the private sector. #91-2-070

$44,299 for a workshop for Russian nuclear plant workers. #97-1-079.

$232,889 to manufacture yurts in Nome that would be shipped to Southcentral
Alaska for assembly. The grant recipient promised to create a new industry and
jobs in Nome. The recipient never manufactured yurts in Nome: with the ASTF
money, he opened a shop in Homer where he makes and sells yurts. #97-1-
060/#98-4-121.

$646,620 to a Maryland firm to design and develop a small satellite launch
vehicle that was never developed. #91-1-057.
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$111,195 to manufacture bows and arrows in Alaska. 91-2-069

$100,000 to the University of Alaska/Fairbanks to develop construction materials
using vegetable oil. Alaska doesn’t produce vegetable oil. #00-2-054.

$40,568 to cross breed wild pigs with domestic pigs. #97-1-001.

$2,252,000 to a resident of Washington State to develop a machine to remove
pin-bones from salmon. #97-1-004. The grant recipient had never developed fish
r rocessing equipment before and the machine produced fillets that were not
icceptable to the market. The grant was made at the time that the firm Carnitech
was already producing and selling state of the art pin-bone removal machines.

$232,439 to the University of Alaska Southeast to study how to increase pink
salmon returns to hatcheries. #90-1-040. Do we need more pink salmon?

$207,292 to a University of Alaska Anchorage professor to study the acceptability
of composting toilets in rural Alaska. #92-2-083/#96-2-0212. Composting toilets
have been in use in rural Alaska since the 1970’s which would seem to indicate
that they are acceptable.

$960,000 to an Anchorage company to cut and bag vegetables for sale in the
local market. The grant was justified with the claim that it would develop new
technology to handle the unique characteristics of Alaska vegetables. Vegetables
are vegetables, and Alaska vegetables are available only 3 months a year which
means the company is processing imported vegetables 9 months a year with the
same equipment. Is vegetable packaging “cutting edge" technology?

6. Projects that demonstrate a lack of due diligence by ASTF.

$78,338 to study over-wintering bees in Alaska. #89-1-217. This same issue was
studied under the Hammond administration program's resource development
grant program. The latest study has not led to any measurable increase in honey
production in Alaska.

$399,622 in 1999 to a Fairbanks company to build composite shelters. One of
the princi,. ' of the Fairbanks company had filed Chapter 7 bankruptcy years
prior to getting the ASTF grant. Since receiving the ASTF funds the company has
sold 11 shelters: all of which were manufactured outside Alaska. #99-1-102.

$ 1,037,346 to Scott Thompson (from Nevada) who promised to build cutting

edge energy systems in rural Alaska but tried to sell milk tanks for use as fuel
tanks in bush Alaska and left i .ipaid debts all over the state.
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Even an internal ASTF audit in 1997 concluded they had wasted $miilions
and that a more thorough review of applications would have resulted in
rejection of 20% of the projects they had funded.3This begs the quesflon of
why weren’t the applications subjected to thorough review before the
money was granted?

7. ASTF made grants to agencies that issue grants, essentially increasing
the administrative costs for a project.

Example

$496,200 in grants to the Alaska Fisheries Development Foundation a foundation

that .itself, issues grants for fishery development projects and is funded by

federal funds.

8. ASTF duplicated the work of other organizations.

Examples
$408,506 for fish marketing projects that should be funded by ASMI.

$201,000 to the Univ. of Alaska to improve pink salmon management. #90-1-008.
This is the function of ADF&G.

9. ASTF grants have been made to the University of Alaska that were
actually subsidies for graduate thesis projects.

10. Some of ASTF’s claims seem to be overstated.

Claims have been made that ASTF is responsible for delivering $150 million in
benefits to the suiimi industry on Kodiak by underwriting the development and
demonstration of new equipment. In fact, the equipment (a decanter) had already
been developed and produced by Alfa Laval and ASTF actually spent $150,708
to subsidize Alfa Laval's sales demonstration on Kodiak. The industry would
have purchased the equipment without ASTF’s involvement.

ASTF also claims that it is responsible for the success of the Alaska shellfish
mariculture industry which it values at $200 million annually. ASTF has assisted
the industry, but it was in existence and producing value prior to ASTF’s
existence and is only producing less than $1 million in products annually
according to the Alaskan Shellfish Growers Association.

Note: The Anchorage Daily News (ADN) editorial combined these inflated

numbers when it claimed that ASTF’'s work was on the verge of
delivering $350 million in returns to the Alaska fishing industry.4

3"Anchorage Daily News", page 01, February 9,1997
4"Anchorage Daily News", Opinion, March 15, 2003
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Also note that the ADN editorial claims that Pat Simpson’s company,
Scientific Fishery Systems, Inc. would not have opened in Anchorage
Without a $65,000 grant from ASTF. Actually, ASTF gave Simpson $165,000
that was used to get $1.2 million in grants from the federal government.5

Highly publicized grants went to companies that moved their businesses
out of Alaska. E.G., Autogenesis received $250,000 from ASTF and is now
doing business in Baltimore, MD and Grant#98-2-082 for $380,207 to

a company to make glass tiles in Fairbanks that is now operating out of
Boise, Idaho.

11. ASTF's recent actions weigh against continuing the program.

On Feb. 12, 2003 ASTF's Board passed a resolution authorizing the
initiation of a “Conversion Credit” program that would forgive 2/3’s of any
repayment obligation grant recipients have. The criteria for granting
reduction credits are vague and difficult to quantify and would be the
subject of personal interpretation by ASTF staff. ASTF staff have long
taken the posiiion that the measurement of success for their projects is not
a return to the general fund.

Attached is a spread sheet that demonstrates the maximum potential
impact of the Conversion Credit program. Assuming all repayment projects
repay the obligated amount, the state could eventually receive $39.6 million
from these projects. If *he Conversion Credit program were implemented,
the state could receive a maximum of $13 million. (These numbers are
based on information supplied by ASTF.)

*NOTE: As of April 14, 2003 ASTF has decided to put its Conversion Credit
plan on hold.

Conclusion:

After 15 years and the expenditure of over $100 million the state is no closer to

being the world leader in arctic research. What is the connection among yurt

making, bow & arrow manufacturing, composting-toilet use, smoking prevention,
clean needles for drug addicts, wild pig breeding and arctic research?

5ASTF web site, “Anchorage SBIR Bridging Grant".
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SB 173 ASTF/BIDCO/International Trade

Testimony by Edgar Blatchford, Commissioner
Alaska Department of Community & Economic Development
to the Senate Finance Committee
9 April 2003

The bill repeals the existing AS 37.17 statutes that create the Alaska Science and Technology
Foundation (ASTF) and programs it administers: foundation grants and the BIDCO (Business and
Industrial Development Corporation) assistance program.

The statute creating the international trade and business endowment in the ASTF is also repealed.

Subject to appropriation, the bill provides for the transfer to the general fund of the money remaining
in the ASTF endowment fund and in the international trade and business endowment.

Oversight administration of existing ASTF grants and BIDCO assistance program loans and other
financial assistance would be transferred to the Alaska Industrial and Export Authority.

A new BIDCO assistance program, very similar to the repealed BIDCO assistance program is
established and administered by the Department of Community and Economic Development (DCED).

ASTF was created in 1988 with an endowment of more than S100 million to support grants for
technology project:, knowledge projects, small business innovation research bridging grants and
direct grants to teachers. Through its endowment, ASTF has generated about S126 million in income
for distribution. Between 198S and 2002, one half the endowment income —S63 million - has been
appropriated and spent for “non-ASTF purposes”:

» S35 million for University of Alaska operations, Alaska Aerospace Development Corporation
(AADC) operations, and Trade and Development operations:

e S17 million was appropriated to the state general fund: and

e« Sl million was used to match federal funding for construction of AADC's S39 million
Kodiak Launch Complex.

The remaining S63 million was distributed by the ASTF board over the last 14 years:

e S25 million in technology project grants;

e S10 million in knowledge project grants;

eSS million to partners:

* 55 million to wiring K-12 schools and science museums orinternet connectivity;
e S2 million in K-12 science and math teacher grants;

e Contributions to the principal of the ASTF endowment (lessthan $500.000); and
e SI13 million ir. ASTF operations.

In mid-March the Legislature passed and the Governor signed into law a supplemental appropriation
reducing ASTF FY 2003 operations to amounts spent and obligated to date and included intent
language to ASTF to wind down operations by May 15 2003. The Governor’s FY04 budget
provided no funding for ASTF.

Thank you for the opportunity to speak before you today and | urge you to support passage of SB 173.



The Alaska Science and Technology Foundation

Governor Murkowski’s FY04 budget eliminates the Alaska Science and Technology
Foundation (ASTF) and returns the remainder of its assets - $87 million- to the General
Fund. A program designed to provide high risk capital grants is beyond \'hat government
should be doing at a time when the state is struggling to red ice its dependence on
withdrawals from the Constitutional Budget Reserve and is reducing state services to
Alaskans.

ASTF v/as created in 1988 with an endowment of $100 million to support grants for
technology projects, knowledge projects, small business innovation research bridging
grants, and direct grants to teachers. Through its endowment, ASTF has generated about
$126 million in income for distribution. Betweenl988 and 2002, one half the endowment
income - $63 million - has been appropriated and spent for “non-ASTF purposes”:

e $35 million for University of Alaska operations, Alaska Aerospace Development
(AADC) Corporation operations, and International Trade and Development office
operations;

* $11 million was used to match federal funding for construction of the AADC’ $39
million Kodiak Rocket Launch Center; and

 $17 million was appropriated to the state general fund.
See attached excerpt from the 2002 annual report.

Distributions to support core programs totaled: $25 million in technology grants, $10
million for other knowledge grants, $8 million for business partners, and $2 million in
grants to math and science teachers. Foundation operating expenses totaled $13 million,
equal to 35% of the $45 million spent for core purpose grants.

In mid-March the Legislature passed and the Governor signed into law a supplemental
appropriation reducing ASTF FY 2003 operations to amounts spent and obligated to date
and included instruction to ASTF to wind down operations by May 15th. The Governor’s FY
2004 budget supports the Legislative directive - no funding is provided for ASTF.

While the ASTF was a noble idea, it has neither proven to be an essential or effective
function of state government. Nevertheless it addressed an important function, the use of
science and advanced technology to improve the economy of Alaska and the lives of
Alaskans. With the elimination of ASTF, the Administration will support these important
and legitimate functions and want to see them continue.

To achieve this objective, the Governor will establish by administrative order a Science
Advisory Board. This board would work with governments, the private sector and higher
education to strengthen the link between science and commercialization, to promote
cooperation on issues of scientific importance, and to advise the Administration on policy
issues related to scientific research and its applications. The Administration will work with
current and former memoers of the ASTF Board of Directors to formulate specific goals for
a new advisory board and pursue Federal Government funding.

DCTD. Sally Saddler - 465-2503 1of2 March 25, 2003



ASTF has reported that each new job it has helped to create cost the state $56,000.
Grantees have reported gross revenues of $29 million resulting from ASTF grants. The cost
of each business started or helped that is still in business is $300,000 per business. ASTF
has no valid measurement for the effectiveness of educational grants showing student
improvement.

The Following are examples of some of the grants the ASTF have issued in recent years
to build Alaska:

>

A 1999 grant of $18,000 to the Alaskan Chopped Stick Factory in Fairbanks for
assistance in mass production. We cannot find that the company exists in 2003;

A 1997 grant of $20,000 to test growing wild ginseng;

A 1992 grant of $17,529 to a man from Florida to develop a plastic prototype of a
full-body shower system;

A 1999 grant of $19,986 to an Oregon foundation to study theuse of discarded
chum and pink salmon for human consumption; and

A 1999 grant of $1,265 to ALK Environmental of Batavia, Ohio to investigate the use
of fish oil as an insect repellant.

Alaska Carbon Fiber Boat Production - March 1995 grant of $84,840 - to develop
and test market boats from carbon fiber and isophthalic resins. Ended up being
used as a voc-tec activity. No boats sold yet.

Grant to Alaska Public Radio Network Feb. 1992 of $19,500 - to develop a “Science
Reporting Unit”

DCED, Sally Saddler - 465-2503 2 of 2 March 25, 2003
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2002 ASTF's FINANCIAL STATUS

ENDOWMENT EARNINGS HAVE DECLINED

Endowment earnings have declined beginning in FY99:

» ASTF’s endowment is co-invested with the Alaska
Permanent Fund; and,

* Earnings have significantly declined due to the stock
market downturn and a smaller earnings base.

ASTF'S RESPONSE TO THE STOCK MARKET
DOWNTURN

The ASTF Board reduced distributions in FY02 by:
* Reducing operations costs;

» Deferring consideration of new proposals;

» Reducing payments ro partners;

* Prorating available earnings to ASTF, UA and AADC;
and,

* Closely managing payments to existing grantees.

LEGISLATIVE APPROPRIATIONS FOR NON-ASTF
PURPOSES

Over the last five years, the legislature appropriated $14.2
million of ASTF’s endowment earnings for non-ASTF
pUrposes:

* $11.4 million to the University of Alaska;
« $2.3 million to Alaska Aerospace Development Corp.;
* $0.5 million for DCED International Trade;

 In FY02, the ASTF Board prorated available income
and paid $1.1 million to UA and AADC equivalent
to approximately 100 percent of its FY02 endowment
earnings; and,

* For FY03, the legislature appropriated $2.3 million
to UA from the ASTF endowment.

EXPENDITURES FOR ASTF PURPOSES AND
THE OVERALL ENDOWMENT VALUE HAVE
DECLINED

Expenditures for ASTF purposes have declined and
fallen short of legislative appropriations due to:
* The signification reduction in endowment earnings; and,

 Continued legislative appropriations for non-ASTF
purposes.
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state of Alaska

office of the Governor

Juneau
April 3, 2003

The Honorable Gene Therriault
President of the Senate

Alaska State Legislature

State Capitol, Room 107
Juneau, AK 99801-1182

Dear President Therriault:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, | am
transmitting a bill relating primarily to the Alaska Science and Technology
Foundation (ASTF) and the programs it currently administers.

The bill would repeal the existing AS 37.17 statutes that create the ASTF,
its endowment fund, and the programs it administers — foundation grants and
the BIDCO assistance program. The statute creating the international trade
and business endowment in the ASTF also would be repealed. Subject to
appropriation, the bill would provide for the transfer to the general fund of the
money remaining in the ASTF endowment fund and in the international trade
and business endowment.

Oversight administration of existing ASTF foundation grants and BIDCO
assistance program loans and other financial assistance would be transferred
to the Alaska Industrial Development and Export Authority. A new Alaska
BIDCO assistance program, very' similar to the repealed BIDCO assistance
program, also would be established, to be administered by the Department of
Community and Economic Development.

The bill also would make amendments in several other statutes to
conform them to the changes described above.

| urge your prompt and favorable consideration of this bill.

Sincerely

-Frank H. Murkowski
Governor
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PLEASE PRINT:
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‘terian Bjorkquist Dept of Law Ans. vs

Mark Bendersky ASTF Ans. ?’s
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VAAME: A
Co./Dept./Title: nNon
Address:  JU. <M5—iA .

Do you wish to testify?

NAME:
Co./Dept./Title:
Address:

Do you wish to testify?

NAME:
Co./Dept./Title:
Address:

Do you wish to testify?

NAME:
Co./Dept./Title:
Address:

Do you wish to testify?

SFC-03
SB 173

Subject/Bill No: 12 _I--

Phone: " noA

Zip:.

Yes N o Respond To Questions

Subject/Bill No:

Zip:

Yes No .Respond To Questions

Subject/Bill No:

Zip:
Yes No .Respond To Questions

Subject/Bill No:
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Yes No .Respond To Questions

s 04/09/03





