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(e) The board of directors shall, as a condition of a grant, and
as necessary, set the maximum percentage of a grant award that may be
expended by a grantee to pay for overhead costs ofthe grantee"s proj-
ect.

(f) The board shall require from each grant recipient periodic
reports and a final report. The board shall disseminate to the
scientific community and to the public, on a regular basis, the re-
suits of research sponsored by the foundation. Proprietary reports
and other information voluntarily filed with the board or critical to
patent applications may be kept confidential if the person providing
the information so requests and the board finds that it is in the best
interest of the state. Information developed under a grant awarded by
the board is public information unless the applicant requests and the
board grants confidentiality prior to the award of the grant. Dis-
semination of sponsored research must be in a form of greatest utility
to the scientific community and the general public and may include
technological transfer or applications information for promising
results.

(9) As a condition of all grants awarded under this chapter, the
board of directors shall require that a fair and reasonable percentage
of all income, if any, from royalties, licenses, and patents produced
as a result of the grant be paid into the principal of the endowment,
subject to AS 37.07.

(h) In awarding a grant under this chapter, the board of direc-
tors shall give preference to an applicant who is an Alaska resident,
association, organization, or institution. If the board determines
that an Alaskan applicant does not have the expertise or capability to
satisfactorily perform the grant research without assistance from an

out-of-state person or institution, the board may award a grant,
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jointly, to the Alaskan applicant and an approved out-of-state person
or institution. If a grant is awarded to an out-of-state person or
institution, the board may require that the out-of-state grantee
associate with an Alaska scientific or technical organization while
performing the grant research. In all cases, a grant may be awarded
only if the board determines that the research to be performed will
further the purposes of the foundation under AS 37.17.010(b).

(1) A grant may include money to obtainequipment. The equip—
ment is the property of the foundation. At the termination of the
grant, the equipment shall be disposed of at the discretion of the
board.

(J) The board of directors shall provide a written report of its
activities and finances to the governor and the legislature no later
than January 30 each year.

Sec. 37.17.100. CONFLICT OF INTEREST. (a) Members of the board
of directors are subject to AS 39.52 (Alaska Executive Branch Ethics
Act).

(b) The board of directors shall adopt awritten policy, in
addition to the requirements of AS 39.52, to address potential <con—
flicts of interest of its members and members of a peer review panel.

Sec. 37.17.110. REGULATIONS. The board of directors may adopt
regulations to implement this chapter.

* Sec. 2. AS 39.25.110 is amended by adding a new paragraph toread:
(25) the executive director and staff of the Alaska Science
and Technology Foundation (AS 37.17.010).
* Sec. 3. AS 44.19.257(a) is amended to read:

() The commission is composed of eight [SEVEN] members

pointed by the governor as follows:

(1) one member is to be appointed from individuals from the
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academic institutions iji [OF] the state with expertise in areas of
research relating to the state, including the physical, biological,,
health, environmental, social, and behavioral sciences;

(2) one member is to be appointed from individuals who are
engaged in activities furthering the welfare of the human and physical
environment and who have expertise in areas of research relating to
the state, including the physical, biological, health, environmental,
social, and behavioral sciences;

A) one memberis to be appointed from state departments
with research needs;

4 one member is to be appointed from individualsfamiliar
with the state and representative of the needs andinterestsof pri—
vate industry;

(5) one member is to be appointed from individuals with
experience in national and international research programs;

(6) one member is to be appointed from the general public;
[AND]

(7) the executive director of the Alaska Science and Tech-—
nology Foundation established under AS 37.17; and

(8) the senior science advisor in the governor®soffice,
who serves as chairperson [CHAIRMAN] and director of the commission.

* Sec. 4. AS 44.19.259 is amended to read:

Sec. 44.19.259. TERM OF MEMBERS OF THE COMMISSION. Members of
the commission, other than the senior science advisor and the execu—
tive director of the Alaska Science and Technology Foundation, serve
staggered terms of four years and until a successor qualifies and 1is
appointed.

* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).
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/e 1 / STEVE CQWPER, GOVERNOR

vel Js REPLY TO:
DEPARTMENT OF LAW O J0SLW A AVENUE
ANCHORAGE, ALASKA 99501-1994
OFFICE OF THEATTORNEY GENERAL PHONE: (907) 276-3550
(] 1st NATIONAL CENTER
g
May 6, 1988 VEOMAY 613 FAIRBANKS. ALASKA 99701-4679
'n.0. BOX K-STATE CAPITOL
Hon. Rick Halford, Co-chairman UNEAU, ALASKA 99811-0300
Senate Finance Committee PHONE: (907) 465-3600
Alaska State Legislature
P.O. Box V
Juneau, AK 99811
Re: HB 390 -- science and technol —
ogy bill

Dear Senator Halford:

You have requested our opinion whether a deposit to the
principal of the Alaska permanent fund may ever be withdrawn by
an action short of an amendment to the Alaska Constitution. The
answer to your question is "no." Article IX, section 15 of the
Alaska Constitution provides, "the principal [of the Alaska per—
manent fund] shall be used only for those income-producing in—
vestments specifically designated by law as eligible for perman—
ent fund investments.”™ Once the legislature appropriates money
to the principal of the permanent fund, and that appropriation is
expended into *-he fund, the principal cannot be invaded for any
purpose.

We hope this letter satisfies your request.
Sincerely yours,

GRACE BERG SCHAIBLE
ATTORNEY GENERAL

Njames L. Baldwin
Assistant Attorney General

JLB/pjg
cc: Mary Halloran, Associate Director

OMB - Division of Policy
Office of the Governor
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May |/ | 1988

T0: The Honorable Members of the Senate Finance Committee
RE: The Alaska Science and Technology Foundation

FM: William C. Noll, Suneel Alaska Corporation

The Alaska Science and Technology Foundation has our firm support as an
excellent vehicle for the sort of applied research which will benefit many
if not all Alaskans. It is an idea whose time has come, and we sincerely
hope that you will pass the legislation needed to bring the Foundation into
being.

Here are some reasons why we support the Foundation. First, the Found—
ation, when created and endowed, will be a place where Alaskans can perform
the research necessary for our own betterment. By the amount of effort we
Alaskans exert in this forward-thinking direction, we can measure for ourselves
our movement away from a reliance upon outside experts® opinions on how and
why, for example to develop our human and physical resources. In a very prac—
tical sense, in effect we Alaskans will be a little less colonialist and more
independent in our decision-making process with the establishment of our own
Alaska Science and Technology Foundation.

I would like now to cite a real-life example of how applied research at
the Alaska Science and Technology Foundation could benefit an Alaskan resource
which our firm has handled in great abundance for more than three years. It
is also a subject which this esteemed committee has had under consideration
just last week and passed on to a unanimous floor vote. That subject is
Alaska®"s coal, and more specifically, Alaska®s sub-bituminous coal. Our firm
has purchased more than two million metric tons of it from Usibelli Coal Mine
so far. We transport it via the Alaska Railroad to our terminal in Seward.
Then we arrange for shipping it to Korea and, hopefully, in the future, to

Japan and Taiwan.

Because this sub-bituminous coal from Usibelli has so much moisture in
it — normally 27-28% - we, in reality, have a situation where we can say
graphically that every fourth rail car on the Alaska Railroad and every fourth
ship is carrying only water. Only the other three rail cars and ships are
carrying anything of value: the calories (btu"s) which the end-users at the

power plants actually want.

This moisture is organically bound into the coal. It is not something
which can be squeezed out. All coal, of course, has some moisture in it.
But the coals which are most successfully and easily traded internationally
have far less moisture, say, five to ten percent. The clear comparison is
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that our competitors®™ rail cars and ships are carrying more of value,
more calories per trip.

With that background information on Alaska®"s sub-bituminous coal,
it is also interesting and useful to know that the same coal has a very
low sulfur content. It is much lower than the sulfur content of most
of Alaska®"s competitors. Power plant operators appreciate and like that
aspect of our sub-bituminous coal. However, the power plant operators
cannot afford to pay for three ships of calories and one ship of water
merely to get a bonus of the lower sulfur content. That high moisture
content is the single biggest reason that Alaska®s coal is not being
exported in larger volumes today.

I believe that this situation is tailor made for the kind of applied
research which could be done at the Foundation. When a means is found
for lessening the moisture content of Alaska®"s sub-bituminous coal, which
will put it on an equal footing with our competition in Australia, Canada
and South Africa, then Alaska will have a premium grade product which will
fit well into the power plants of any of our Pacific Rim target market
nations.

Why should Alaskans rely on researchers in, say, Japan, Germany

or even the Lower 48 to close the doors on possibilities when we Alaskans
are the ones with our own best interests in mind? To use the coal example
again, it is in our own best interests to do the research necessary to
produce a more competitive coal. It would not only serve our customers
better but it would also expand Alaska®"s job base by increasing production
and transportation sectors of the economy. Additional rewards could ccme
directly to the Foundation itself and to the State in the form of license

fees, taxes and royalties.

Other resource industries will be able to point to similar examples
of needed research which could properly be done at the Foundation. As
for us at Suneel, we have cited very real work which can and should be done
in Alaska, by Alaskans, for Alaskans - at the Alaska Science and Technology

Foundation.

Thank you very much for your positive consideration of my testimony.
We hope for your support of these concepts. I will be happy to answer
any questions or comments you may have now or in the future.

William C. Noll
Vice President



Offered: 3/11/88 go0038hL
Referred: Rules

Original Sponsor: Rules/Governor

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 390 (Finance) am
IN THE LEGISLATURE OF THE STATF. OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act establishing the Alaska Science and Technolo-
gy Foundation; relating to the membership of the
science and engineering advisory commission; and
providing for an effective date."
BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37 is amended by adding a new chapter to read:
CHAPTER 17. ALASKA SCIENCE AND TECHNOLOGY FOUNDATION.

Sec. 37.17.010. FOUNDATION ESTABLISHED. (a) The Alaska Science
and Technology Foundation is established as a public corporation 1in
the Department of Revenue.

(b) The purpose of the foundation 1is to promote and enhance
through basic and applied research: economic development and techno—
logical innovation in Alaska; public health; telecommunications; and
sustained growth and development of Alaskan scientific and engineering
capabilities.

Sec. 37.17.020. ENDOWMENT ESTABLISHED; INVESTMENT. ©)) In
order to support the foundation, the Alaska science and technology
endowment is established, consisting of money appropriated to the
Alaska Permanent Fund Corporation for the benefit of the foundation.

(b) The endowment shall be held and invested by the Alaska
Permanent Fund Corporation as part of the principal of the Alaska
permanent fund, subject to AS 37.13.120; however, net income from the
endowment shall be distributed under this chapter. Net income from

the endowment may not be included in the ~computation of net income
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available for distribution under AS 37.13.140.

Sec. 37.17.030. ENDOWMENT INCOME; EXPENSES; GRANTS. () The
distribution of the income and realized capital gains of the endowment
is subject to AS 37.07. The net annual realized capital gains of the
endowment may be equally divided between the income and the principal
of the endowment. Upon application of the foundation®s board of
directors or its authorized representative, after authorization under
AS 37.07 the. Alaska Permanent Fund Corporation shall pay to the
foundation the income appropriated.

(b) In addition to endowment income, the foundation may receive
gifts, grants, and other aid. The foundation may accumulate income,
gifts, grants, and other aid from any one year and distribute them in
a later year.

(c) The administrative expenses of the foundation are subject to
AS 37.07 and shall be paid from zhe income of the endowment.

(d) The board of directors shall distribute the 1income of the
endowment through competitive grants under this chapter. The board
may disburse money that is received by the foundation for special or
general purposes.

(e) Subject to AS 37.07, the board of directors may pay into the
principal of the endowment any part of the endowment income. Money
paid to the principal under this subsectiontmay not later be withdrawn
by the board of directors.

Sec. 37.17.040. BOARD OF DIRECTORS. (a) The foundation 1is
governed and administered by a board of directors appointed by the
governor to serve staggered terms of four years. A member serves on
the board until a successor qualifies and is appointed. A member of
the board of directors may be removed from the board by the governor

for cause.
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(b) The board of directors is composed of nine members, as fol—
lows :

(1) two members must be scientists or engineers residing in
Alaska who are recognized contributors 1in the science or engineering
fields, one of whom is employed by the University of Alaska;

(2) two nonvoting members must be scientists or engineers
residing outside Alaska who are recognized contributors in the science
or engineering fields;

(3) four members of the public, at least two of whom have
recognized expertise or experience in x8source development, manufac —
turing, finance, telecommunications, or public health;

(4) one member who 1is employed by a department or agency of
the state, other than the University of Alaska.

Sec. 37.17.050. ELECTION OF OFFICERS. The board of directors
shall elect a chairperson and a secretary from its members, each to
serve for a term not to exceed two years.

Sec. 37.17.060. QUORUM. A majority of the voting members of the

board constitutes a quorum for the transaction of business.

Sec. 37.17.070. MEETINGS AND REIMBURSEMENT FOR EXPENSES. The
board shall meet at least twice a year. Additional meetings may be
called at the discretion of the chairperson. Board members are enti—

tled to per diem and travel expenses authorized for boards and com—
missions under AS 39.20.180. Board members not employed by the state
or the University of Alaska receive an honorarium of $200 for each day
spent on official business of the board, not to exceed a total of 30
days per annum.

Sec. 37.17.080. STAFF. The board of directors shall employ and
determine the salary of an executive director, subject to AS 37.07.

The executive director serves at the pleasure of the board. The
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executive director may, with approval of the board, select and employ
additional staff as necessary. An employee of the foundation, includ—
ing the executive director, may not be a member of the board. The
executive director and the other employees of the foundation are in
the exempt service under AS 39.25.110.

Sec. 37.17.090. GRANT PROCEDURES, LIMITATION, AND REQUIREMENTS,
(a) The board of directors shall provide adequate and appropriate
notice of all solicitations for grant proposals at least once a year.
The board shall give preference, consistent with the purposes of this
chapter, to soliciting proposals for research projects that are rea-—
sonably expected to use or enhance research capabilities for basic and
applied research in the state. The board may actively solicit per—
sons, organizations, or institutions to apply for general or specific
grants.

(b) Grant proposals must be submitted for impartial and competi—
tive peer review for scientific and technical validity by a panel of
recognized experts appointed by the board of directors. Members of a
peer review panel are entitled to per diem and travel expenses author—
ized under AS 39.20.180. The identity of members of a peer review
panel 1is confidential until final action is taken by the board on the
grant proposal. The board shall consider the recommendations of the
panel 1in deciding whether to award a grant. The board may exempt
grants of $5,000 or less from peer review.

(c) Grant awards by the board must be consistent with the policy
and research priorities identified by the Alaska Science and Engineer —
ing Advisory Commission.

(d) Not less than 50 percent of the endowment income that is
distributed as grants by the foundation in a fiscal year must be for

grants of $100,000 or less, exclusive of other funding.
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(e) The board of directors shall, as a condition of a grant, and
as necessary, set the maximum percentage of a grant award that may b.-
expended by a grantee to pay for overhead costs of the grantee's proj—
ect.

(f) The board shall require from each grant recipient periodic
reports and a final report. The board shall disseminate to the
scientific community and to the public, on a regular basis, the re—
sults of research sponsored by the foundation. Proprietary reports
and other information voluntarily filed with the board or critical to
patent applications may be kept confidential if the person providing
the information so requests and the board finds that it is in the best
interest of the state. Information developed under a grant awarded by
the board is public information unless the applicant requests and the
board grants confidentiality prior to the award of the grant. Dis—
semination of sponsored research must be in a form of greatest utility
to the scientific community and the general public and may include
technological transfer or applications information for promising
results.

(9) As a condition of all grants awarded under this chapter, the
board of directors shall require that a fair and reasonable percentage
of all income, if any, from royalties, licenses, and patents produced
as a result of the grant be paid into the principal of the endowment,
subject to AS 37.07.

(h) In awarding a grant under this chapter, the board of direc—
tors shall give preference to an applicant who is an Alaska resident,
association, organization, or institution. If the board determines
that an Alaskan applicant does not have the expertise or capability to
satisfactorily perform the grant research without assistance from an

out-of-state person or institution, the board may award a grant,
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jointly, to the Alaskan applicant and an approved out-of-state person
or institution. If a grant is awarded to an out-of-state person or
institution, the board may vrequire that the out-of-state grantee
associate with an Alaska scientific or technical organization while
performing the grant research. In all cases, a grant may be awarded
only if the board determines that the research to be performed will
further the purposes of the foundation under AS 37.17.010(b).

(i) A grant may include money to obtainequipment. The equip—
ment is the property of the foundation. At the termination of the
grant, the equipment shall be disposed of at the discretion of the
board.

(J) The board of directors shall provide a written report of its
activities and finances to the governor and the legislature no later
than January 30 each year.

Sec. 37.17.100. CONFLICT OF INTEREST. (a) Members of the board
of directors are subject to AS 39.52 (Alaska Executive Branch Ethics
Act).

(b) The board of directors shall adopt a written policy, in
addition to the requirements of AS 39.52, to address potential con—
flicts of interest of its members and members ofa peer review panel.

Sec. 37.17.110. REGULATIONS. The board of directors may adopt
regulations to implement this chapter.

Sec. 2. AS 39.25.110 is amended by adding anew paragraph to read:
(25) the executive director and staff of the Alaska Science

and Technology Foundation (AS 37.17.010).

Sec. 3. AS 44.19.257(a) 1is amended to read:

(a) The commission is composed of -eight [SEVEN] members
pointed by the governor as follows:

(1) one member is to be appointed from individuals from the
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academic institutions in [OF] the state with expertise in areas of
research relating to the state, including the physical, biological,
health, environmental, social, and behavioral sciences;

(2) one member 1is to be appointed from individuals who are
engaged in activities furthering the welfare of the human and physical
environment and who have expertise in areas of research relating to
the state, including the physical, biological, health, environmental,
social, and behavioral sciences;

(3) one member is to be appointed from state departments
with research needs;

(A) one member is to be appointedfrom individuals familiar
with the state and representative of the needs and interests of pri-—
vate industry;

(5) one member is to be appointed from individuals with
experience in national and international research programs;

(6) one member is to be appointed from the general public;
[AND]

(7) the executive director of the Alaska Science and Tech—
nology Foundation established under AS 37.17; and

(8) the senior science advisor 1in the governor's office,
who serves as chairperson [CHAIRMAN] and director of the commission.

* Sec. 4. AS 44.19.259 is amended to read:

Sec. 44.19.259. TERM OF MEMBERS OF THE COMMISSION. Members of
the commission, other than the senior science advisor and the execu-—
tive director of the Alaska Science and Technology Foundation, serve
staggered terms of four years and until a successor qualifies and is
appointed.

* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).
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State or Alaska
office OF THE GOVERNOR
JUHEAD

January 22, 1988

The Honorable Ben-Grussendorf.......

Speaker of the House

Alaska State Legislature

P.0. Box V 7o

Juneau, AK 99811 \% ~ e :

Dear Representative Grussendorf:

Under the authority of art.- XIl, sec*,18,.. of _the Alaska Con—
stitution, | am transmitting, a bill that establishes the
Alaska Science and, Techno.logy. .Foundation, and a companion
appropriation bill, appropriating $100 million to fund an
endowment for the foundation.

The Alaska Science and Technology- Foundation is designed to
promote economic.and technological development and public

health in Alaska through basic and applied research. The
foundation 1is established as a public corporation 1in the
Department of Revenue."- The--Alaska -Permanent Fund Corpo—

ration will be the agent of- the -foundation for the purpose
of investing the principal of the endowment. The endowment
will be in an interest-bearing account, and-it is anticipat—
ed that the 1interest generated will provide steady funding

.for research grants of approximately $6 million to $8
million each year. - .. e - ;

A nine-member board of directors will govern the foundation.

The*board” will "solicit and award grants on a competitive
basis. Foundation grants will be available for research
projects that will pursue (1) the goals of product or pro—
cess development; (2) the creation of "added value"™ to the
state®s natural resources; (3) the identification and

development of new 1industries 1in the state; (4) the pro—
motion of public health; and (6) other related research that

furthers the purpose of the foundation. In awarding grants,
preference will be given to Alaskan residents, organiza—
tions, and institutions. Grants to out-of-state applicants

will be awarded when expertise 1in an area of science and
technology research is not present in Alaska.

An associated goal of the foundation 1is to promote the
skills and enhance the knowledge of our state"s scientific
and technical community and thus assure the basis for our
state"s future development. Alaska 1s one of only seven
states in the United States that has devoted no public money
for research or the furtherance of technology.
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States and countries that fail to expand their technology
base, educational facilities, or overall capacity for devel —
opmental change will fall behind with respect to other

states and countries. As our vast oil resource gradually
dwindles over the next two decades, we will lose our prime
connection with the national and world economies. So, even

as we introduce the "jobs bill"™ this year, which is expected
to provide short-term economic relief and assistance, we
must also engage in longer-term development strategies that
will encourage and ensure a sustainable economy, bring new
business to the state, and develop our own technological
capabilities. I strongly believe that the Alaska Science
and Technology Foundation will be the instrument that will
accomplish these goals.

Section 2 of the bill amends AS 39.25.120(c) and places the
executive director and staff of the foundation in the exempt
service.

Section 3 of the bill amends the composition of the science
and engineering advisory commission, making the executive
director of the Alaska Science and Technology Foundation a
member of the commission. Section 4 makes a corresponding
amendment regarding the terms of commission members.

I strongly urge your support <
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MINUTES
Alaska Science Foundation
DRAFT COMMITTEE MEETING

January 4 &5, 1988

Westmark Hotel

Fairbanks, Alaska

Ed Clinton called the official meeting of Governor Steve Cowper's
appointed Draft Committee to order on January 04, 1988, 9:00 am.,, at the
Westmark Hotel in Fairbanks. Alaska. This selected group was asked to
critique a draft Senate Bill written by the Governor. The Draft Bill is "An
Act establishing the Alaska Science and Technology Foundation."

MEMBERS PRESENT

Ed Clinton, Businessman/Inventor
Dr. Don Behrend/Vice-President/University of Alaska
Dr. Alex Hills/Staff University of Alaska
Dr. Rogz Basi/Professor/Pacific University
John Carman/Lyons Bank/Anchorage
Fay Pye/Senior Project Engineer/ARCO

GUESTS PRESENT

Dr. William R. Wood
Mr. Paul Gavora

OPENING COMMENTS: £By Ed Clinton)
Background Information:

Ed Clinton presented historical data on the Draft Bill that he had received
from Governor Cowper's office on New Year's day. Clinton had received
the idea from his good friend Dr. Alex Hills, who had received a grant
from the Federal Government. He had spoken with the Governor on
December 19, 1987. At that time, Clinton prepared a brief paper on what
he thought was a possible aﬁproach for applying basically the same sort
of program in Alaska that the Federal Government does nationwide. He
gave the governor a rough outline of this program.

The Governor responded to this by suggesting that an a-politicaT group
be formed to see If they could come up'with some form of legislation that
would employ basically those same ideas that the SBIR has in the State of



Alaska. He said that he would, Clinton had received the draft Bill from the
Governor on December 31. 1987. This incorporated some of the ideas that
Clinton had given to the governor from the SBIR section.

Clinton stated that he had mailed to as many individuals as was Posmble
a copy. of this draft. He made reference to an agenda and hoped that the
committee could come up with a form of draft legislation that would meet
the governor's requirements and possibly broaden the base of industry in
the State of Alaska. He stated that two other ﬁeople were invited and had
not yet arrived for this meeting. Dr. Don Behrend and Fay Pye had also
been invited to attend the committee meeting. Clinton informed Dr. Wood
and Mr. Gavora that they would receive copies of everything that has
been done thus far, including their input.

The time frame to get the Senate Bill back to the Governor was set for
Thursday January 7th.

The %overnpr had requested that the committee present to him the draft
Senate Bill in afinal form to give to the Legislature on January 10th; to be
one of the first bills that goés to the Legislature. He explained that this
work had to be done as expeditiously as possible.

Ed Clinton stated that he realized that the comments by Dr. Wood and M.
Gavora may differ from those suggestions by the Govérnor. The governor
would receive a copy of the transcript of the minutes. All present at the
meeting read over the Draft Bill

CQMMENIS-QH.DRAFT BILL PROM GQVERMQR-CQ.WEER:

Dr. William R. Wood made reference to the fact that a ?roup of citizens
had been working on a similar Science Foundation bill for at least four
years. They had been assured that an earlier bill 'ould pass. The
document that was before the group is similar to the one that they had
raised money for. Their doCument was two-fold. not a dime of
government moneg; no corporation money: all individuals. The money
represented $1,000.00 cash ‘on the barrel head' from  approximately

365jgS* Alaskans.7

In making reference to the Board that was set UR as a Scientific Advisory
Commission to the Foundation, Dr. Wood stated that the business industry
and government; whether it was local, state or federal or other countr

?overnment Including the academic fraternity is the principal that needs
0 be preserved in Whatever legislation that will come out. Dr. Wood



stated that the Commission can't function as a department of government,
He suspects that there will be a lot of opposition from the established
a?enmes of the same government. He felt they might not get the support
of the academic world.

"The_Foundation should be set up as far away from the Legislature as
possible. You can't mil strategy and tactics in the same office_if your
enterprise is beYQnd the embryo stage. You have to nave the policy part;
the priority part in one package. In the other Package, you have the msow
to do, the when, the where” In the field of science, you have science
a{jhmw'\}strauon in one package and you have the scienCe practice in the
other.

Dr. Wood advised that the Office of Science and Technolog* should be
through the governor, Thy State should decide what the 'P‘O icy will be.
The advisory group should inform the governor.and priorities Should be
dentified. This is a job that onlg the Legislature can decide; however they
do it under the advisement by the Governor. The Foundation would
provide a liaison function. Dr, Wood sug? ested that someone of stature
needs to represent the State. Dr. Wood felt'that it should be someone who
Fn(?wsl}helrl way around and can sit down with the top dogs at the
ederal level.

He further suggested that peolole need to be made aware of the
60P0|IIIC@1| conditions of the world_today. The Arctic zone or area of the
orth Is In mid-stage of geopolﬂmal consideration around the w-orld,
which leads to the military UI|dUP in Alaska; leads to all of the electronic
wizardy that we're getting - established to_the State by the Federal
Government. This i a ?eopohtlcal Interest. This Is_probably the most
important position the State has. It should be non-political.

In summary: the existing Alaska Science and Technology Foundation that
Dr. Rasmuson helps supPort could be what Dr. Wood described as
‘establishing direction to the program.’ Dr. Wood stated that it must be
separate; developing programs, specific projects, and funding. "Do not
leave It as a Department of Administration.

Comments from Paul Gavora:

Mr. Gavora agreed that even if the bill does pass it would be limited in its
scope, because the financial Partlmpatlon and so-forth should be wider
than the State of Alaska. It should be able to attract funds from
throughout the whole nation's industry; academia foundations.
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Committee Member Jobn Carman stated tiiat they all agree that it
shouldn't be loart of the Dept, of Administration. He did wonder what it
could be legally though.

Dr. Wood then sugz%ested_ it could be a State Corporation; maybe
_somethmc[} similar to The Railroad Authority. It is quasi Independent but
IS, close f0 be totall>( Independent as it ‘can be humanly divided. He
showed concern that the Legislature would spread it all out, doing this for
political reasons; done on the basis of let's just distribute the wealth that
we have'. Dr. Wood recommended that there be no department; not in the
University: not in the office of the governor. The Governor must have an
advisory council at a level that is beyond politics.

Paul Gavora was also concerned that it would be a part of the funding
of the State Budget and felt it would be lost.

John Carman commented that the funding would come, automatically
through the endowment; would not be subject to refunding each year
throu%h the legislature. The spending and allocation of the grant would be
done Dy a board and would not be_ subject to legislative approval. He felt
that they were going in the right direction.

Ed Ginton stated that he didn't feel that they were at ‘cross-purposes.
He agreed that the statement of purpose needs to be more precisely
defined. In reference to Section 37.17 (b) he relayed that he felt this
should be made more specific. Dr. Wood stated that he didn't feel it
should be made too specific.

Mr. Clinton clarified comments made by Dr. Wood to make sure that he
understood exactly wh?re he was fomln from. He felt that Dr, Wood
wants this removed as tar as possible from the control of the legislature
and should be a-political.

Dr. Wood made reference that the Legislature are in total control of the
vital part; they are in control, and nobody else can be by the Constitution
of the State, except the lawmakers.

Ed Clinton agreed wi h this. He su?gested that the Board of Directors
shall appoint “the Executive Director. If this Bill were to become
legislation, the people who evaluate the ?roposals and the grants_should
be totally removed f/om legislative control; should be experts in their
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field; and it shouldn't be_the responsibility of the continuing Board of
Directors to judge the merit of the value of the proposals for grants.

Dr. Wood commented about Sec. 37.17.040, The Board of Directors...
he felt this needed some attention. He felt that it is good that there are
some members from outside of Alaska; it's more important that they
have some top people outside of Alaska among the advisors to the
Hovernqr's_of ice; on what's happening around the world: what's
apfo,enmg in the US. and Canada, and what's _happenln? in Alaska in the
multi-national efforts, He felt that it is more important to have the real
top people from outside of Alaska on that Board' than on the operational
Board; on the policy and priority one. In addition to scientists, he felt
there should be some_ people from industry; specify that they must be
scientists associated with industry in a major executive capacity. Industry
must be recognized at the veri/ top. He suggested that riobody bt
principals should have a vote on the Board of Directors.

Ed Clinton made reference to a document from the SBIR; a paragraph on
the section where people have submitted requests for grants. A panel of
judges have been picked by the Board of Directors of this organization to
judge the merit of these grants.

"The submitted proposals would then be evaluated by a panel of
judges made up of distinguished scientists, educators and
Industrialists. For example, the USSR could be asked to send a
member of the Soviet Academg of Sciences; Royal Dutch Shell.
Director of Engineering; Hewlett Packard, a Research Scientist, This
Banel would be flown'to Alaska; their fees and expenses E)ald for
y the State. Their spouses would be invited to accomﬁany hem. A
possible location for the panel to convene would be the University
of Alaska - Fairbanks in July. The University and its faculty would
act as the hosts for the State. The ]ud%mg would take place over a
two or three week period. The panel's stay in Alaska would be
made as pleasant as possible. Tourist, f|sh|nﬁ, and cultural
exchange would be encouraged. It is envisioned that the good will
of interest created between the judges and the State by such an
event would have wide ranging benefits for the State. The cost to
the State for those panel's expenses would certainly be less than

$100,000.00.

Dr, Wood commented that this was exactly the proposal that they had
Presen_ted to the State two years. The model is different, however. He felt
hat this was ‘exactly right'. He felt this is a good proposal.



In reference to Sec. 37.17.040, he stated that this must be reworked with
(t:)ar% tlo tg%t the balance and the partnership. He suggested that Item No. 4
e deleted.

Paul Gavora commented that he felt that the ‘four year term' is wrong;
the staggered term is workable. He stated that there should be 7a
minimum of a six year term. He explained that if they did this this would
not be politicized.

Dr. Wood elaborated' that it takes at least two years to get to the point
where you r_eall¥ dare raise your voice on a subject. He telt that it will
take some time Tor these peoPIe to.get familiar with some of the things
that they will need to ‘wrestle" with; proprietary information. There s
going to be a tremendous interchange of information.

John Carman explained that if there is a 9 member board on four year
terms, this would mean that there would be two new members; He
assumed that there would be nothing to prohibit some of them from
being appointed for a second four year term. But, assuming that there
weren't, there would be two new mémbers every year.

Paul Gavora showed concem that a new governor could be negative and

could cause problems. He felt that a longer term should be ‘chosen to

énakte sure it would work properly. He did not feel that four years would
0it

Dr. Wood reminded the committee that "this is not kid's play; this is not
routine politics, this is not vote getting... this is survival of'the State of
Alaska as an entity in the Union.” He stated that it is necessary to have a
network of information that will be available to the public; at least on the
need-to-know basis.

Ed Clinton made reference to the Uniform Trade Secrets. Act. He
explained that it is alaw in 26 states which protects innovative ideas and
processes from the time that they're concelved until such time & a
copyright is granted or denied, or’a Patent IS granted or denied. That
passed the Senate last year; is _belngi held up Presently. It does offer alot
of protection. He hoped that this will become law.

In, response to a question by Mr. Clinton concerning the resemblance of
this bill and the one that Dr. Wood's group had presented, Dr. Wood stated
that it incorporates some the things that were in the previous bill.



Mr. Gavora said that the spirit is there; the mechanics are political. He
ad a problem with the selection of limitations. One of the major
objectives should be here, not only utilization in the State; the resources
and talent and brains, but attracting additional brains and talent into the
State; as Ionﬁ as it addresses the North. He felt that "we should look
throughout the whole world to get the best damned brains in here."

Mr. Clinton made reference to the last para rarph on Page 2 of the
sAtlatekmpnt sheet entitled "Establishment of a High Tech Industrial Base in
aska"

"The winners of the grants will then be notified of their awards.
There will be certain Stipulations attached to the grant awards. One
would be that the grant awards must, in Iar%e_ art, perhaps 90
Percent, take place in Alaska; in addition to a strict time frame, and
he State would he_lf),them with housing. The State owns lots of
housing, and a building. . . help them” get licenses. . . " (The
statement was read into the record.)

Dr. Wood stated that they would not be ready for any grants the first
year. Alot of time will be Spent to develop a program.

In response to a question by John Carman concerning the dollar amount
of funding that would be appropriate on an annual level to_create
something that would be viable and have value to the State, Mr. Gavora
replied thusiy: "$300 million would be a nice place to start."

The committee were astonished at this amount.

Mr. Carman stated that to create a $100 million a year in income you'd
have to have an endowment...

Mr. Gavora stated that this is ultimately what is needed. They would
have some seed money and then their group tried to flgure out some
lace to get a portion of a future income, which is gom%I 0 come to the
tate, which 1S not appropriated today; case-in-point, North Slope Gas.
This would ?row over a period of 15 years; a long time. He stated that
there are a lot of catch-uPs to do... Dr. Wood stated that the "State is
totally dependant on what people want of us on the outside." This project
would be a start for the State to stand on their own two feet.



Dr. Don Behrend arrived at this juncture in the meeting. Dr. Behrend
was briefed as to what had transpired thus far.

Dr. Wood reminded the committee that the Governor has addressed the
real legislative concerns in his draft Senate Bill and is making progress.

Paul Gavora stated that Dr. Wood had already addressed many of his
thoughts. He made reference to talk about 'sciénce for science sake'. He
reiterated that Science can be bl? business. He felt that examples of
economic models should be brought out to be reviewed. The Rlan IS long-
range; a certain amount of pure science in this type of work should not be
eliminated: reaching for new frontiers rather than just adaptation. It is
necessary to have hoth,

Dr. Behrend commented that if you don't have both basic science and
directed applied work that you condemn this effort to one that's more of
an agoregation of projects that will be jerked around for their own
particular constituencies. Basic Science can provide real continuity and
real strength to it. He a(t;reed that everything had_been written broadly
enough t0 include both hasic science and directed research and
technological development.

Dr. Behrend asked Dr. Wood about how a corporation such as this can be
set up to receive private, federal, and state monies? He wondered if the
procedure for a private foundation was well established in this state.

Dr. Wood stated that if it is set up as a department of government, they
should forget the whole thing.

Dr. Basl asked. how the Alaska Railroad Board was set_ up. Dr. Wood
rePhed by statlnq that this is a good model to examine. He made
reference to the Alaska Power Authority. He suggested that they look at
these examples.

Mr. Gavora commented on two things that he felt that the Act is not
addressing. . . 1) there is a great need in non-proprietary knowledge
within thé State; 2) a need for the collection of the information whichis
going to be created. There needs to be a place to store the non-
proprietary knowledge; should be available to be retrieved.

Dr. Wood agreed that there should be an electronic information network

for the Alaskan based information; The Rasmuson is ranked No.+1 on
Alaskan data. Alaska Environmental Information Data Center (AEIDC)
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would be a tremendous b_eginninq. He made reference to the Arctic and
Anarctic Institute in Lenigrad; also cooperate with the laboratories in
Northern Japan.

Mr. Gavora stated that one reason they went out with the white paper
was to try to create an awareness on the street of everyday Alaskans; of
the need of havm% something like this foundation. They not only agreed,
but people gave $1,000.00.

Mr. Clinton asked why their proposal was not reintroduced?

Mr. Gavora answered that they went for a constitutional amendment
because of the allocation of the Tesource's issue. The Legislature cannot
allocate those resources.

Mr. Clinton showed the group that it is quite impossible to get their
Proposal to the governor by the 10th. Dr. Wood stated that it is already
here in the files so there would be no need.

Dr. Wood explained: "In our original Ie(tylslatlon, we were going for a vote
of the people, the way they did for the Permanent Fung; to get the
allocation of a resource that would %o against the dedicated” funds
provision of the Constitution of the Stafe. That was the point that Paul
was making here."

Mr. Clinton stated that the ultimate goal of their white paper could be
%chl%ved through this legislation and would depend on the action of the
oard.

Dr. Wood responded that if it's set up as a department of government,
one will not qet one ‘cent’. He reiterated that this is a ‘common-sense
approach’. He'felt that the logistics are there. He felt that the public would
accept this, a,vmdmi the boom and bust, which has always been
controlled outside of Alaska; a pretty basic point.

He reminded the group that there is a tremendous amount of monies and
effort to get this program on its way.

Mr. Clinton responded by sayin? that the compilation of the list is going
ao _r{equwe a lot of effort from™a lot of people; no single hoard is going to
0it,



Mr. Carman asked for some clarification ... he wondered if Dr. Wood
wanted the legislature to address the policy of priorities? Dr. Wood
answered by saying, "Exactly." Mr. Carman stated that the Legislature
cannot direct the inventors or the scientists as to where they're gonna
come up with ideas. He felt that ideas have to come first, in this case.

Dr. Wood responded that the State cannot fund the ideas that come in at
_rantﬂom; they've got to have a plan. There is a need for more knowledge
in these areas.

Dr, Basi stated that he felt that they would be better off by seeking the
guidance from scientific eioerts.

Dr. Wood argued that nobody is authorized to make policy for the State
of Alaska excePt the elected representatives of the people in the law
making body. If the Legislature would rather Play around with projects
without policy, it's up to the Governor to take the’leadership and feed in
the information upon which policy is to be established. And he does this,
He distinguished between the words policy and practices. Dr. Wood
reminded the grouF that the only definition of policy that has legal
viability is the constitutional one.

Dr. Behrend made an attempt to make the definition of policy clear. The
Legislature makes the BO“C the governor giving some good ideas for it);
the Board; a Science Board 1s called further; explicates that and sefs
priority areas for emphasis, and then the operation's arm of the Board
proceeds to advertise for proposals; entertains proposals; evaluates and
somehow gets on with the research.

All the committee agreed that this is true.

Mr. Clinton stated that it would be practical to continue on with the
Agenda. He appreciated their comments and felt that there were no major
problems; there may be some administrative details that may_ be ‘in
conflict with each other. He did not feel that there is a conflict with the
General Goal and desired to get on with business. He invited Dr. Wood
and Mr. Gavora to return the following day at 1 o'clock. Dr. Wood said
that he would not be able to attend because he had surgery that day. Mr.
tGelx(vora stated that he would be back the following day.” A recess was
aken.

Mr. Clinton suggested that the committee elect an Acting Chairman.
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Motion No. 1

MOVED BY FAY PEY AND SECONDED BY DON BEHREND TO ELECT EDWARD
CLINTON AS ACTING CHAIRMAN OF THE COMMITTEE TO DRAFT A BILL
FOR AN ACT ENTITLED, "AN ACT ESTABLISHING THE ALASKA SCIENCE
AND TECHNOLOGY FOUNDATION."

Motion No. 1 passed unanimously

Chairman Clinton asked that the record show his disappointment that Dr.
Alex Hills had not yet arrived at the meeting and hoped that he would be
able to join them Soon. He hoped that when Dr. Hills arrived that he will
agree with their decisions. If not, he hoped that another vote could be
taken; if he disagrees. There was no objection to his request.

He then requested that the group.go through the Governor's draft, line by
line and make sug}gestlons, coming up with final phrasing: collectively
trying to put something together that will be satisfactory.

STATEMENT QF.P.URPQSE;
LVievs from Committee on Purpose of Science Foundation)

Committee member Pey requested that a definite statement of purpose
be determined. Reference was made to the Draft Page L Item B . . this
will be the first thing that the Legislature reads and is the single most
important phrase.

Ms. Pey showed concern with the $300 million request that Dr. Wood
suggested. The Chairman commented that he did not feel that the large
request Is a political reality.

Committee member Carman conceived that it was possible that the
previous proposal was too research oriented and not ,technolo%y
oriented/and aRplled technology oriented, and felt that this was the
problem that the Legislature or the Governor had with it. He made
reference to Dr. Basi's comment about the small garage inventor, or the
smaller proiects that might have more specific value added to the State as
opposed to large scientific projects like studying the Aurora Borealis.



Dr. Basi had received the impression that there was much too much
research orientation. This is a basic question that needed to be examined.

Ms. Pe¥_ commented that she understood that the purpose of creating a
foundation was more to create the industries and/or expanding existing
ones; establishing industries; at least a little bit more result oriented.

Mr. Clinton suggested: "The purpose of the Foundation_is to promote and
enhance techno_logmal_development In Alaska with emphasis on
increasing the industrial base through practical applications of the
technolo% developed by the recipients of the grants made available
through the Foundation."

Some discussion followed concerning the word ‘research’. Dr. Behrend
su?qested that it might be necessary io have the University as the
catalyst and be the prime mover in the implementation of this program.

Chairman Clinton reminded the group that the prime mover and those

who will control this is the Board of Directors of the Foundation. He

suggested that the purpose of the Foundation be defined as broadly as
0ssible without offending anybody; obtain the money; and get a Board of
Irectors beyond the reach of the Iegislature, once they're in.

Mr. Carman suggested the wording might be ‘through practical application
of the research and technology developed by ... "He felt that "research’
should be read into the statement somehow.

Ms. Pey pointed out that the Foundation should not take the 100 percent
risk of funding the entire project: they should ask a bank to assist. The
committee wholeheartedly agreed.

The Chairman requested that each committee member write down what
It:heydfetl_t would be a proper opening phrase for the purpose of the
oundation.

Discussion followed, trying to come up with an acceptable statement.

STATEMENTS BY COMMITTEE MEMBERS |
(Proper wording for Purpose of Foundation)

John Carman stated that he tried to incorporate Fay Pey's consideration
in his statement that the product consideration not only be the value
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added to the State, but the non-availability of alternative funding; want
to use these funds where they wouldn't otherwise be funded.. Oné would
not want to fund a project just because it's a good project if it would be
funded through some ather Source anyway.

Don Behrend agreed that this should be incorporated in the
implementation of anY rogram. He didn't feel that this should be put in
the purpose statement. This could be put under regulations, policies, and
by-laws. This is a policy document.

Ed Clinton stated that it would be necessary to spell out what type of

information is going to be freely disseminated. He made reference 'to the

Elossmmty of the Uniform Trade Secret Act will Pa_ss the House this term.
e stated"that the phrase that is used should be fairly straight-forward.

Fay Pey suggested using the words ‘availability of information’.

John Carman summarized his interpretation of what the committee as a
whole intend the purpose of the foundation to be in reality. Ed implied
that the foundation is to promote development. For example, in order for
the inventor to come in and apply for a grant and work under this
system, he alsq has to feel that the reward is out there for the patent and
his ideas; for him to get some reward for that. Carman got the impression
that what was needéd was more of that development and technological
expertise in Alaska.

Dr. Behrend suggested that people from the University and the private
sector should be Put together. Mr. Clinton disagreed. He felt that they
would automatically come together.

John Carman stated that, if the Uniform Trade Secret Act is enacted,
then the information can be disseminated as soon as it is available. Mr.
Carman stated that the committee will have to decide whether they're
more concerned with dissemination of information; will this attract more
industry? Qr, will prowdm? these patent rights and protecting trade
secrets provide more techno O_?IC&| development. Dr, Basi found this most
mterestm?. Carman felt that It seemed that the University would e the
catalyst To disseminate information and the Foundation's prlmarhf
function would be primarily to promote the development throug

maintaining proprietary information and protecting trade secrets.

Ed Clinton spoke on the Trade Secrets Act and how important it is.
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Dr. Basi teaches Entrepreneurship at Alaska Pacific and had many
experiences with students giving away their secrets.

Dr. Behrend stated that one function of the Foundation is to conduct
research in the State which will promote the economic development of
the State, some of which will not be attracting companies that are going to
be in the research and development business also.

Dr. Basl read his statement into the record. "The purpose of the
Foundation is to promote economic and social advancement of Alaska
through enhancing science and technolo%y, facilitatin aErogram of R&D
for diversification of the value added base of Alaska.™ The overall
purpose is the economic and social advancement of the State of Alaska.

Chairman Clinton commented that if the phrase 'the free dissemination
of information’ Is included in the opening Statement, that it needs to be
clarified. It ,ml%ht be better not to address it here. It should be addressed
in other legislation.

John Carman stated that, in order to make the statement simple, they
would have to say that what they want to do is promote and enhance
economic and social advancement”through technological development of
Alaska basically through grants.

Dr. Behrend statement read, “To promote and enhance the diversified
economic and social advancement of Alaska through Science and
T_echno_log}/,, including wide basic research and {he appropriate
dissemination_of sciéntific and technological can be information or
knowledge — in keeping with protection of proprietary interests— "

Fay Pey suggested that she felt it inappropriate to place ‘economic and
soclal development' in front of the statement; this is a by-product. She
felt that the primary purposg of the foundation is to promote enhanced
technological development. This will enhance the social and economic

development.

Dr. Behrend commented that it should then be called the Alaska
Technological Foundation. This was not his understanding ever of what
this whole thing is about.

Fay Pey's understanding was that the purpose was for innovative
technology and to create new industries. She wished to put the emphasis
on the scientific and technological rather than the economic and social
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development because she felt this was too broad. Alaska would be
Improving economic and social development by improving scientific and
technological development.

Dr. Basi understood that the Governor was trying to come up with a
package, and this statement is one of the piecés which would enhance
economic and social development of the State.

The differences between the terms 'scientific’ and ‘technological' were
*«*discussed at length.

The Chairman stated that it would be impossible to put everyone's wish
list into the para%raph. There should be no hidden agendas; there needed
to be something Dasic.

John Carman's statement read as follows: "The purpose of the
foundation Is to promote and enhance scientific and technological
development in Alaska through grants for research and development.

Motion No. 2

MOVED BY JOHN CARMAN AND SECONDED BY DON BEHREND THAT THE
COMMITTEE AS A WHOLE AGREE THAT SEC. 37.17.010 (b) SHOULD READ:
"THE PURPOSE OF THE FOUNDATION IS TO PROMOTE AND ENHANCE
SCIENTIFIC AND TECHNOLOGICAL DEVELOPMENT IN ALASKA THROUGH A
PROGRAM OF RESEARCH AND DEVELOPMENT FOR DIVERSIFICATION OF
THE ECONOMIC AND SOCIAL BASE IN THE STATE OF ALASKA."

Motion No. 2 passed unanimously

Dr. Behrend asked that a semi-final draft be presented the following day
so there could _be some 'fine tuning' of the document that will be sent to
the Governor. The Chairman also requested that Dr. Hills should have an
opportunity to ask questions and there might be possible changes.



SRC. 37.17.010 FOUNDATION ESTABLISHED:

The Chairman made reference to Sec. 37.17.010. FOUNDATION
ESTABLISHED, It was determined that ‘noa-orofit' should be inserted
between public and corporation,

SEC. 37.17.0310. ENDOWMENT INCOMEJI&ENSES. GRANTS:

A discussion followed as to how large the endowment should be. The
Chairman asked if the group felt an amount should be inserted. Dr.
Behrend stated that the” most |mRortant vJing would be to get the
framework established: and then to have an appropriate bill presented.

Dr. Behrend stated that he preferred that there be two separate bills, but
introduced together. John Carman commented that the appropriation's bill
could be done this Year and next year another $20 ‘million could be
added. Dr. Behrend Telt that if this"was defeated this time, and they
wouldn't have another ‘whack' at it.

The Chairman suggested that a discussion should take place on the
appropriation.

John Carman stated that he felt that there should be a minimum amount
to establish the corporation and the "more additional funds you can get
added to it, the more value you'll have to the State of Alaska."

|t was suggested that monies could be put into a permanent fund, Dr.
Behrend commented that it will take time to get into this new field.
Clinton suggested that perhaps the amount of grant's percentages is based
on an 8§ percent return on an endowment of $30 million. He'felt that it
would be necessary to have a basis for everything that is done from this
time forward: an approximate amount that will be received. He felt that
there would be less bookkeeping this way.

Dr. Basi suggested that the word ‘initial' be placed before ‘endowment’.

Dr. Behrend assumed that the Foundation would receive monies from
federal, private and other sources to add to the corpus, or to use in its
operations to promote.

It was suggested that the last sentence be taken out. It shoud now read,
(a) Upon~application of the Foundation's board of directors or its
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authorized representative, the Alaska Permanent Fund Corporation shall
pay to the Foundation all net income then accrued from the endowment.

Dr. Behrend suggested the following: a chan?e in item (b): to place ‘hold
and' between aiSQ and disperse. "It should read; (b) In addition to
endowment income, the board may also hold and disperse money that is
received by the Foundation for special or general purposes.

Ms. Pey was concerned about the amount and how often grants will be
distributed. Dr. Behrend felt that these types of things should be the
policies and placed in the by-laws of the Board.

CORRESPONDENCE:

The Chairman made reference to a letter that Governor Cowper wrote to
Jan Faiks. He had highlighted parts of the letter, making reference and
reading a portion into the record.

" The substantive bill requires the Center to submit annual reports

to the legislature and_repeals the statute that provides for

establishing the Center. The repeal takes effect in 10 years, so that

the Legislature can, at that time, review the Center's value and

quture desirability. It also requires them to report annually to the
overnor.”

Mr. Clinton desired to know if the Committee wished that this statement
be contained in the bill. He was not certain that the Governor left this out
intentionally. It could be that he does not want it in. Clinton stated he
would respéct the consensus of the group.

SugPestions were offered by various committee members. John Cannon

could see that, for political éxpediency, it would be nice to have it in the
bill. He felt that the word 'review" should be used.

Ms. Pey stated that she felt it should be in there, but 'not repealed’.
SEC. 37.17.040. BOARD OP DIRECTORS.
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Fay Pey favored four year terms. She had earlier contemplated that two
might be sufficient. All Committee members agreet that the terms should
be staggered. They had various ideas for their selections.

The Chairman showed some real concemn about item (h). He felt that some
limitation would be necessary. Clinton read a statement into the record.

"The winners of the grants would then be notified of their awards.
There would be certain stipulations attached to the grant awards.
One would be that the grant work must, in large part, perhaps 90%,
take place in Alaska. In addition, strict time frames would apply
for completion of the grant to work. In addition to the grant award,
the State should be prepared to provide other assistance to the
winners. It could take the form of subsidized housing: subsidized
buildings: subsidized use of the State's communication systems:
summation of information: contact the State government to assist
in permits.”

Dr. Behrend made reference to a Statement made b¥ a governor friend of
He thought this mlﬁht serve as an example of what could happen in this
situation. He read the statement into the record.



BOARD OF DIRECTORS DETERMINATION:

The Board of Directors would consist of nine persons. After lengthy
discussion, 1t was determined that they should recommend that "The
foundation shall be governed and administered in accordance with
a{)pllcable law by a board of directors, all of whom are appointed to
saggiered siic-year terms by the governor, with the consent of the
legislature. Two members must be” scientists (technical experts); two
members must be scientists residing outside Alaska; three members of
the Alaskan public; and one member shall be nominated by the speaker
of the house, and one member by the president of the senate."

It was suggested that the Board of Directors should be Alaskans, however
the panel might be a mixture from ail over.

Chairman Clinton reminded the group that the basis of the foundation is
to broaden the economic or value added base. And he stated that the only
way to do this is to bring in outside ideas and talent, because the ones
that are here are doing it now; by giving.them more_money doesn't mean
that they're going to increase théir-abilities or capabilities.

Clinton felt that it Is up to the State and the people of the Board to
]gncouragelthose individuals to stay here. This can be done by tax breaks,
or example.

PATENTS:

Clinton ex?lalned that a corporation cannot have a license to a patent; this
has.to go to an individual; that individual has the right to license other
individuals to patent that, or has the right to offer that license to a State,
for example, One could say that the State has the right to the license. to
this Patent, In addition to the inventor, and the State has the right to give
this license to other individuals. So, if this individual leaves the State, the
State has the right to offer free use of this patent to somebod>{ Who comes
into the State and uses it. The only way he is going to be able to protect
his patent is to stay in Alaska,

The State could say, "We've got this patent right and we're looking for
someone to come in and produce it."
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Dr. Behrend reminded the arquo that once vou start dealina with oatents.
and ﬁcenses, and rlgh%s Wlﬁl peo ‘e rfrom otﬁer nations —EheY ave

whole different cultures and Ie%al Bases, and it can be very complicated.
This is no reason, however, not to open it up to everyoné, Anyone can
apply, however they will have to agree to the State's ‘operating terms'.

BOARILQF-BIRECIORSDISCUSS ION (Continuation 1

Fay Pey stated that she, at one point, thought that two years would be
enough, however now felt that four would be a better number.

John Carman agreed that four would be _apprroprla_te. He said that he could
understand the written argument for six. There is a definite negative on
the four year term, however it will totally r_eaploomt the Board In every
governor's term. He did agree that six years is a long time.

Dr. Basi opted for the six year term. The fact that the governor can change
the entire board hothered him.

Dr. Behrend agreed that a six year term would be approgriate. They will
bte changdlng. ot all will be chosen for a six year term: the terms will be
staggered.

Ed Clinton concurred with the six year staggered term. He was not so sure
that this group should determineé who should get to give the six year
terms. He wondered how this should be addressed to the Governdr or

incorporate it into the Bill.

John Carman reviewed the term staggering process by saying, "You'd
almost have to go: “two Six-years, oné fivé year, two four-yéars, one
three-year, two two-years and one one-)(ear." Then after that, everybody
else thiat gets appointed, gets appointed Tor a six year term.

Chairman Clinton sngested that members appointed from the State of
Alaska, should they leave the State of Alaska, will automatically cease to
tserve and that their position will be replaced for the remainder of the
erm.

There was some discussion about the Governor's intention when stating:
"One member shall be designated by the speaker of the house, and one
member by the president of the senate." Members did not see anything
inappropriate about the speaker of the house and the president of the
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senate aPpointingi a member of this board. |t was decided that the word
'designated’ should be changed to ‘nominated’.

BOARD OF DIRECTORS DETERMINATION:

It was determined that there would be nine; two members must be
scientists residing in Alaska; two members must be scientists residing
outside Alaska. Three members would be members of the Alaskan public
and It was determined that they must be scientists (technical experts).
After some deliberation the “Committee agreed to the followin

corrections, deletions, or additions to Sec.” 37.17.040. BOARD O
DIRECTORS, (b) "the board of directors consists of nine persons; to be
appointed as Tollows: 1) two members must be scientists (technical
exPe_rts) re&dmg In Alaska; 2) two members must be scientists residing
outside Alaska; 3) three members of the Alaskan public; and one member
shall be nominated by the speaker of the house, and one member bY the
Breydent of the senate; 4} Alaskan nominees who change their Alaska
esidency status shall forfeit their membership on the board; 5) The
replacement for any vacated position shall be nominated by the office of
the original nominator, consistent with the categories 1 through 4 above."

fiRAHI-E&Q-CEOWRIES. LIMITATIQN.-AWP-RBQUIREMJSNIS :

The items under Sec, 37.17.060 were scrutinized carefully and a
conts_|derable amount of time was spent arriving at final wording for this
section,

Dr. Behrend explained to the Committee how proposals for Grants of
$20,000 or more are normally handled, He felt that it will be extremely
difficult_ for the committee to detail a procedure that will work.
Honorariums were discussed. Dr. Behrend suggested that the outfits that
suppart research, first have their pr_(#)osals reviewed for scientific and
technical merit. That's what an individual reviewer will do, They are not
asking a reviewer to deal with it from a standpoint of poiicy. They are
dealing with the scientific and technical soundness of the project.

The Chairman stated that he would like to see a panel of at least three; at
least one person that has first-hand knowledge of the problem. These

qualified persons should be anonymous.
It was determined that it would be advisable to have not less than three

qualified persons, whose identities will be kept confidential until the
grant is awarded. The board shall consider the recommendations of the
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reviewers, other possible sources of funding and the Foundation's stated
purposes in deciding to award grants.

Fay Pey showed concem that there was not a proper definjtion of what a
?rant proR‘osal is. There was then considerable discussion concerning
tem (D) "Not less than 60 percent of the income distributed as grants by
the foundation in each fiscal year must be grants of $100,000 or less,
exclusive of other funding."

It was determined that most all the parts of the section needed to be
changed. Dr. Behrend stated that some of the details should be left to the
Board in putting together its own policies, Oﬁeratlng procedures and
guidelines that ‘are “going fo govern what happens. The committee
ﬁroce_eded to eliminafe portions of the section, constantly commenting
ow important the presentation will be to the Legislature.

It was the consensus of the Committee that Item (k) mi%ht be eliminated
In its entirety and changed. Each member wrote down their thoughts on
each item, 'k" was tackled thusly:

Dr. Behrend's statement read: "Any individual, association, organization or
institution may apply for gzrants under this chapter, but a majority of the
research and development must be conducted within the boundaries of
Alaska or by persons employed by Alaskan businesses or institutions."

Dr. Basi's statement read: "Any individual or association or institution
may apply for a grant. If a grant is, however offered and accepted, the
reC|Elent would agree to perform at least 90 percent of the propose-
work in Alaska."

Fay Pey stated, "Any group or individual can apply for grants under this
chapter..."

John Carman stated, "Any person may apply for a %rant from this
foundation, however strong consideration wiil be given for a portion of
the work to be conducted in the State of Alaska."

Chairman Clinton suggested,"_ Strong consideration will be given to those
responses whose work -- majority of the work will be carried out in the
State of Alaska, which has the “possibilities of creating an additional
economic base for the State."



The final determination for Item (k) was. "Any _?erson_may apply for a
grant from this foundation. Strong greference will be given to proposals
and projects to be conducted in the State of Alaska."

The Chairman suggested that examples of language to be used in a grant
proposal should De presented to the Governor in the ‘'white paper'. A
sample statement could be: "The State has given a license and
transferable rights to patent copérlghts: that they might stipulate that for
$1.00 value considered, that the State has the right to utilize the patent at
no fee, or should the individual leave the State to carry on the research
outside the grant proposal, the State has the right to reassign this license
or patent to-an individual or corporation residing in the State."

Dr. Behrend commented that the whole business of getting patents and
licenses. is complicated and expensive. Small individuals would have a
tough time. He asked the committee whether the foundation should
actively engage; be pro-active in the pursuit of patents and licenses? The
Chairman did not feel that the foundation should be responsible for going
after patents on its own. Individuals doing the research ought to be

allowed to have those patents.

The Chairman was able to answer questions concerning royalties as he is
an inventor himself, He stated that ro¥alt|es don't have thie same values
to the private individual. If the patent is granted to an individual and it
does have value, the State will have the right to use it or assign it. The
object of the foundation s to enc_ouraﬁe the individual, not to make
him/her lose their motivation., "I think that if a person has a valid gatent
and the processes are valuable, and the patent itself is valuable, before
?omg Into this is assigned the transferable rights to the patent or process
0 the State, and he |eaves the State, then the State has the right to bring
somebody else in: to set ‘em up and let ‘em make it. That negates the
value that a patent would have," He further felt that a tax free zone
should fall outside this ?roup. |f the State had a transferable license from
that inventor, he would be foolish to go ‘outside’, because the only
advantages that a patent has is that it excludes unfair competition; it
ﬂ%ves you a monopoly on that patent for 17 years. It is important that
ere IS a base of manufacturing in Alaska.

Item (k), which would later read (j) was revamped.
Dr. Behrend suggested that all income from licenses, and Cs)atents resultin

from research Under this chaPter shall be distributed as follows; |
income derived from manufacture and utilization of commerce within
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Alaska 100 Percentwith the inventor; 2) for income derived from sources
outside of Alaska; 50 percent to the inventor; 50 percent to the principal
of the endowment.

Dr. Basi suggested that all patents generated follow-up licensing and/or
manufacturing work will be expected to be undertaken in Alaska. If a
patentee goes outside; moves outside of Alaska, the State will have the
right to transfer patent rights to the foolish, and the foundation will have
the right to_assign patent licenses or production to another entity in the
State. Also, if any patent related licensing production income is génerated
outside of Alaska, such income will be shared 50-50 between the
patentee and the State (foundation).

Mr. Carman desired to make the statement relatively broad and stated
that he felt that the Board should make the specifics. His statement was
"As a condition of all %rants awarded under this chapter, the board of
directors shall attempt o assure that a fair and reasonable percentage of
income from Hoenses and patents produced as a result of the %ra_n_t be
paid into the principal of the endowment. In order to create additional
Incentive for Alaskan ?roductlon, this condition may be waived for ail
income derived from Alaskan manufacture or production.”

Fay Pey statement read “As a condition of all grants awarded under this
chapter, the board of directors shall require that the licensee rights shall
be transferable to someone designated by the Alaska Science Foundation
should the inventor discontinue Tesidency and a reasonable Percent_a e of
any income ?enerated outside the State from the patent shall be paid into
the principal’of the endowment."

Chairman Clinton's statement read: "As a condition of all grants and
awards under this chapter, the board of directors shall require that the
recipient of any grant asm%n all rights and patent rights that may accrue
to the inventor tg the foundation in the form of a transferable license. In
addition the recipient promises to pay to the hoard 50 percent of all
income derived from out of state” manufacturing to the foundation.
Income derived from sales of finished products manufactured or
assembled in Alaska will remain free of assessment. Repayment of the
grant amount will not release the recipient of the liabilifty under this
Clause." He explained 'sale of finished products'. He brought up the
examPIe of an automabile which would not be manufactured here. He felt
that they should be allowed to bring in certain items that are not
available in the State.
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Mr. Carman had made a general statement, not saying what the specific
condition would be. The' committee found this ‘interesting and were
impressed. It was decided that they would go with this, probably only
changing one word. This would give more flexibility to the board, Re had
aﬁro lem with the word ‘shall’, “will', ma}/ |t was ‘decided that the word
'shall' should be put in. They wanted this to happen without question.

ltem (k%would now read as follows: "As a condition of all grants awarded
under this chapter, the board of directors shall attempt to assure that a
fair and reasonable ,oercentage of all income from licenses and patents
produced as a result of the grant be paid into the principal of the
endowment. In order to create additional incentive for Alaskan
production, this condition shall be waived for all income derived from
Alaskan manufacture or production.”

Item (1) was altered to read: "The board shall disseminate to the scientific
community and to the public, on a reqular basis, the results of projects
_spfonsor%d by the Foundation except those deemed as propriétary
Information.”

The Chairman sug%ested that the hoard should report to the governor
yearly, at least, on the progress report.

Jtem Sg) was discussed and it was suggested that it should be deleted in
Its entirety, reasoning being that Item (h) states already that “the board
may avt\]/ard grants t0 a recipient of other funds for related or similar
research.”



CONFIDENTIALITY OF PROPOSALS;

Chairman Clinton sugﬂested that anything that comes to the Board in the
form of aﬁroposalm be held in confidentiality, Dr. Behrend questioned
whether these could be held in confidence, referring to the Open Meeting
Law. Mr. Carmon stated that it should be stated somewhere that the
Committee realizes. that the board will be dealing with proprietary
information; that it is in the public's interest that this information be held
proprietary. The Chairman referred again to the Uniform Trade Secrets
Act becoming law in the State before'the Alaska Science and Research
Foundation Senate Bill goes through; the importance thereof.

It was the consensus of the Committee that it would be important to add
in the wording that would state the valid Rubllc purpose to keep the
information proprietary that is submitted to the board.

ltem (g) was discussed. Fay Pey showed concem stating that this should
not be deleted. After somé discussion, it was decided that it would be
appropriate to delete in its entirety.

ltem (c): Dr. Behrend commented that he did not like the statement in its
present form. The committee agreed that it should be a positive
statement. After several written versions were presented, the statement
became: "Grants may be made for a specific period of time from one to
three years. Applicants with projects that show significant promise may
be encouraged to apply for additional one year grants.”

The Chairman stated that the initial proposal should be set up in such a
way that it sets out a goal. At the_end of this time, there should be, a
nafural lead in. It may not be possible and it is unlikely that the initial
ﬂgants will be able to"come up with something that's manufacturable in

e State; that's going to be a finished product. He hoped that the person
receiving the_fqrant would treat the monies received with a great deal of
respect, as if ifwould the their own; it is his/her money.

Reference was made again to Item &b). John Carmon ,su%gested to change
it to read 'not less than 60 percent of the grants (instéad of income)
distributed br the foundation in each fiscal year must be grants of
$100,000 or less, ezclusive of other funding'.”Clinton felt that this is
extremely biased towards the back¥ard inventor as opposed to the Iarge
University researcher. At this juncture in the meeting, the amount ‘60
Percen_t' was left in the statement in Item (b) to be possibly changed at a
ater time in the meeting.
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The meetingi was adjourned until the following morning. At this time, it
was hoped that the ‘draft would e in its final state and a white paper
would be prepared to explain details concerming decisions made.

RECONVENED MEETING: (lanuarv 5. 1988)

All were present eicept Dr. Alex Hills, who was expected later on in the
morning. The meeting was called to order at 8:00 am.

The Court Reporter presented a second draft of the Senate Bill prepared
from notes and tapes from the previous day's meeting.

Changes were notated. Item (a) was not changed.
ltem (b) changes would be finalized at the end of the megting.

Under Sec. 37.17.020. ENDOWMENT ESTABLISHED: INVESTMENT. Item (a)
hetween "benefit’ and foundation' should be inserted ‘and Foundation'.

Dr. Behrend commented that Mary Hajdukovich of Golden North
Reporting Service and Recording Secretary for the Committee meetin

had doné a remarkable job of preparing and presenting the second dra

for the committee's review. She had listened to ail the tapes, rewewmg
comments by committee members, and came up with a document whic

was readable and helpful in preparing the final draft which would be
sent to the Governor for his approval.

Corrections as follows:

Dr. Behrend suggested that Item (b) be changed to read 'hold and
disperse’. He also suggested that numbers (3) and £4) under Item (b‘) be
combined by replacing ‘and" with the number (4). Number (5) then
became (4) ‘and was Changed to read, 'Alaskan nominees who Change
their Alaska remdencg status shall forfeit their membership on the board
as suggested by Fay Pey. Number (6) became (5) and should read, "The
replacement for any vacated position shall be nominated by the office of
the original nomindtor, consistent with the categories 1 through 4 above,
(c) was inserted to read, "The Bifttd shall elect a'chairperson annually."

Dr. Basi stated that he stil| did not |ike (cL concerning the "ot less than
60 percent of the grants c”stn uted'. Dr.(%ascl commer‘(flted that ﬁ]e ?elt tﬁe
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main objection of the Foundation is economic development and research
and development. He felt that small businesses should be encouraged.

Dr. Alex Hills arrived at the meeting at anrOX|mateI¥]_9:OO am. The
Chairman introduced the committee to Dr. Hills and gave him an overview
of what had ﬂrevmusly transpired and how they had came to the draft
they had on the table.

Fay Pey desired to alter |tem (f) toread 'shall be made' rather than 'ma
be granted’; will" should be changed to 'may’. All agreed that it woul
read better this way.

After spendm% approx_lmateIY 15 minutes of talking back and forth, a
final statement was arrived at concerning Item (gg. |t was altered to read,
"Proposals for Grants of $20,000 or more from the_Foundation shall be
submitted for review to not less than three qualified persons, whose
identities will be kept confidential until the grant_is awarded. The board
shall consider the recommendations of the reviewers, gther possible
sources of funding and the Foundation's stated purpose in deciding to
award grants."

item (h), which was originally (i) remained the same. "The board may
award grants to a recipient of other funds for related or similar research.

Item (i) would now read, "The board shall disseminate to the scientific
community and to the public, on a reqular basis, the results of projects
_spfonsorte_d by the Foundation except those deemed as proprietary
information.

ltem (j) was altered slightly. It would now read, "As a condition of all
grants awarded under this ¢ aBter, the board of directors shall attempt to
assure that a fair and reasonable Percentage of all income from licenses
and patents produced as a result of the grant be Pa_ld into the principal of
the endowment. In order to create additional incentive for Alaskan
production, this condition shall be waived for all income derived from
Alaskan manufacture or production."

ltem (k) would become (c) and be moved to.its proper section without
any changes. “The board of directors may administer and pay out awards,
grants, or other money appropriated to the Foundation."



ltem (1) would read: "Any person may apply for a grant from this
Foundation. Strong preference will be given to ‘proposals and projects to
be conducted in the State of Alaska.”

Dr. Hills asked if there was some language which reflects back on the
basic purpose of the entire Foundation. to stimulate industrial and
elcontl)mlc development. He was referred to Item (g) which ezplained this
clearly.

Dr. Basi requested some changes in the last item. The final statement
would read, "The Board of Directors shall submit annual reports to the
Legislature as well as the Governor. The Alaska Science Technology
Foturg)(liathlon %nall be reviewed every 10 years from the date of
establishment.

Dr. Hills reminded the committee that the technical writers will make
things read properl¥ when necessary. He felt that the Governor would
Probably want the Foundation to go out of business unless renewed by
he Legislature.

The Chairman hoped and the rest of the committee agreed that they did
not think the (‘;overnor would want the Foundation to,qo out of business.
Dr. Basi did, not suggest sun-setting. However, the Legislature could cut it
off at any time if they so desired.

ltem (k) was discussed and the committee were opposed to ha\_/inq the
equipment become the property of the University of Alaska explicitly. It
was decided to allow the Foundation to dispose 0f the equipment af the
discretion of the Board. The Chairman thought that it could become the
property of the Foundation.

The committee concluded that_the following would be acceptable; “A
ﬂ]rant mag/ include equipment. The equipment becomes the property of
e Foundation, to be disposed of at the discretion of the Board."

INQUIRIES BY COMMITTEE MEMBERS:

Dr. Hills had a problem with Items (4) and (5). He was informed that they
were changed just prior to his arriving at the meeting. He agreed that the
significant_changes were in order. Or. Hills had some questions about
aPpropnatJon. e questioned how staff would be hired and how the
office equipment would be acquired. He presumed that the Foundation
would be a part of a state agency and reminded the group that the
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bureaucratic things would have to be accomplished. This did not fit into
any model that he was familiar with. He thought maybe the technicians
would deal with this.

He wondered if it would be appropriate to instruct the Foundation to
enact requlations. He believed that they would do this though. Dr. Hills

\(/jlvasf reminded that a transmittal letter would be sent along with the
raft.

Dr. Hills su%gested that it might be aPproprlate to make a list of examples
of things that the Foundation might be able to fund. This is sometimes
included in the legislation itself. Dr. Behrend stated that he felt that this
list might become controversial, Chairman Clinton commented that this
had merit and should be considered a little later on in the meeting.

ITEM (b) DISCUSSION & DETERMINATION:

John Carman wanted to discuss the 60% issue. Carman explained that
obviously you use 60% of the income. "You are directing the grants
towards smaller ﬂran_ts, which would tend to direct the ?rants towards in-
state use by smaller individual type people as opposed fo foundation type
%ra,nts. The larger the grant the more you're going to attract Cornell

niversity to apply for 1t" He stated that if you take 60% by income,
that's a much larger percentage of that 60% Dy number of grants. The
way the governor had this written '60% b{ income" really Sckued the
whole process towards in-state use of the money as oPposed 0]
institutional type applications of the money. Dr, Behrend felt that this
would inhibit People to apply for grants as it is. Fay Pey did not feel that
$100,000 would brmg a lot of people into Alaska. Dr, Basi disagreed. This
item had been argued for a considerable amount of time.

The Chairman did not feel that this should be changed in due respect to
the Governar.

The Chairman stated that many liberties had been taken with many items
in this bill, and he felt it was the resPonsmlIlty of the committee to do
the best they could to ?et It to pass; at the same time they should try to
|mPr_ove the“internal structure. Dr. Behrend stated that he couldn't make
political judgment, but the governor ‘can and will'. He suggested that a
Statement be made in the transmittal letter stating, "we'Ve made these
changes; we have a rationale for them that we'll be glad to discuss them
with you. We recognize that you have considerations... and so-forth’"
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The Chairman wondered if the language might be, "Reci,oients of grants
must still assign the right to any products or process developed under the
gnrants even if the product or process is not successfullY completed during

e term of the grant. This clause should be effective tor a period of five
yea(rjs af_tetr the end of the grant period." Dr. Basi found this to be a very
good point.

John Carman felt that they could lose a |ot of entrePreneurs by being too
restrictive. Clinton felt that this could happen, but felt the people that
they would be losing would not be contributing to the economy of the
Stafe anyway.

After much deliberation, there was a consensus_ that Dr. Hill's statement
"In accordance with the purpose of the Foundation, a significant number
of the grants awarded in each fiscal year shall be grants of $100,000 or
less." would be an appropriate replacément for Item (c).

OVERHEAD:

Dr. Hills stated that there are some f_u_ndingi_ agencies: private foundations
and federal government which specifically Timit how much the}{'re willing
to pay in overhead. He wondered if overhead should be fimited. Dr.
Behrend agreed that it shoud be looked at with caution.

IN SUMMARY:

The Purpose of the Foundation was further enhanced by addlng some
new language. Dr. Behrend suggested an alteration of Item (b) under Sec.
37.17.010. FOUNDATION ESTABLSIHED would be in order and that the
final statement should read: "The purpose of the Foundation is to promote
and enhance scientific and technglogical development in Alaska through a
program of hasic and athe . research and development ~for
diversification of the economic base in the State of Alaska."

Dr. Basi asked what the group felt about electing the Chairperson. It was
agreed that the Chairperson should be elected by the Board on an annual
basis. This would be in Sec. 37.17.40. BOARD OF DIRECTORS. It would
read sub-paragraph (c). "The Board shall elect a Chairperson annually."

The Chairman stated that Paul Gavora and Possmly another person might
appear at 1.00 p.m. The purpose of the afternoon meeting would be to
explain what had transpired durln% the committee me_etln%s. Dr. Behrend
had to leave the meeting and stated that he would like fo touch bases
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with Wendy Redman, the legislative liaison and talk with President of the
Unlve,rs_lty. He would call In if things would come up that would be
beneficial. "This is the Alaska Science and Te,chno,log}/ oundation, which
is very broad in title." There is room to move in this; to expand it. He was
hta[%py tot see that 'applied research’ was put back into the purpose
statement.

The meeting was recessed for lunch and would reconvene at 1:00 p.m.
The final draft would be prepared _durln? the lunch hour and presented
to Committee members for their review af the after-lunch meeting.

RECONVENED MEETING:

The meeting was reconvened at 1:.00 pm. The final draft had been
prepared during the lunch hour by the Recording Secretary and
resented to the committee in its final form. [t was understood that the
hairman would have his office make any final, final corrections and
retype hefore mailing to the Governor.

ENDOWMENT INCOME:

Sec. 37.17.030. ENDOWMENT INCOME was discussed. There are different
kinds of investments that the Endowment can make, Equity investments
IS where the ‘capital gains' comes in. John Carman interpreted that the
Governor intended that the endowment would be invested and probably
commingled with the other permanent fund investments. He thought that
it would"be practical to use the same formula_that the Permanent Fund
3_ses etmd the board of directors could possibly do this at their own
iscretion.

He further stated that it might be the Governor's intention that the other
half would be plowed back, then the original contribution would have to
be a significant portion. No final conclusions were drawn,

Dr. Hill commented he was please that this g{roup had been brou?ht
together to work on the Draft Bill. He felt ‘that the work that the
committee had done was quite an accomplishment. The Chairman
explained a few details that he had missed because of his not being able
to be at the meeting the day before.

The Chairman stated that he would be sending in the Draft, commenting
on the changes that had been made. He would be cross-copying
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everybody. He stated that the transmittal would explain why the
committeé changed 'thus and thus'.

Minutes of the meeting were discussed. It was agreed that formal
minutes should be prepared. Dr, Hill was concerned about the expense.
The Chairman said that he would take care of the fee charged by the
Recording Secretary. Ms. Pey stated how important minutes would be. Mr.
Carman offered that the data in the minutes would be beneficial to the
Board of Directors also. It was the consensus of the Committee to have Ms.
Hajdukovich prepare indepth minutes, whether or not the Senate Bill
passes; reference data.

The Committee members showed disappointment that Mr. Gavora did not
appear at the afternoon meeting.

The meeting was adjourned at 2:00 p.m.
Respectfully submitted by.

Goiden North Reporting Service
415 Fifth Avenue, Suite 202
Fairbanks, Alaska 99701

(907) 452-6325 or 451-6363



AN ECONOMIST®S VIEW OF THE PROPOSED AUASKA SCIENCE FOUNDATION
David M. Reaurae, February 22, 1988

In a review of the professional literature on the relationship between
research and development expenditure and economic growth, Morton Karaien
and Nancy Shwartz of Northwestern University"s graduate school of
management had this to say: ""All of the evidence at the level of the
firm, industry, and economy indicates that the contribution of R&D"to

economic growth and productivity 1is positive, significant, and high.""

[JOURNAL OF ECONOMIC LITERATURE, Vol. XIIl1, No.1l, page 11 (1975)]

Nothing that has happened since their survey was conducted has changed
that conclusion. The present consensus opinion among professionals who
have studied the 1issue iIs that the gross social rate of return to R&D
expenditure lies between 30S and 50t; where by ""gross social return®"
Is meant the profits of the innovator plus any profits which accrue

to imitators or which can be directly attributed to the use of the

innovation.

A question immediately arises. Can a government funded and managed Ré&D
program be expected to perform as well as the average of those which
have been shown to yield such large gross social rates of return ? In
the body of this report 1 will address two aspects of this question of
interest to those who wish to judge the merits of the proposed Alaska
Science Foundation. (1) Why should state government involve itself in

R&D; and (2) What can Alaska expect to realize in the form of a return

on i1ts i1nvestment in R&D ?

Alaska Economics, Inc
10746 HORIZON DRIVE o JUNEAUALASKA99801 *(907) 5864677



"why "should state government get involved ?

There are five justifications for Alaska state government involvement
In an R&D program aimed at broadening our economic base: (1) the
widespread sharing of risk and thereby its effective reduction; (2) the
possibility that industries important to Alaska ™ future cannot or will
not optimally invest in R&D; (3) the tendency towards under invest—
ment in R&D by the private sector that follows from the inability of
innovators to capture all of the rewards of their 1innovations; (4) the
desire on the part of some players to protect their investments in what
may be obsolete skills and technology; and (5) government®"s accepted

role as guardian of the interests of the unrepresented, in this context

future Alaskans.

(1) RISK SPREADING/REDUCTION- Investment 1in research & development

even under 1ideal circumstances is risky. Although the average (mean)
return may be as high as 50 percent, the variance of returns is also
high, possibly comparable to the variance of results in oil exploration.
In other words, the R&D equivalent of finding a dry hole is a very
common experience. Government funding of R&D helps to spread the losses
from R&D dry holes over a larger number of players. This has the effect
of making more attractive many actuarially sound but risky R&D plays
that might otherwise be left unexploited. If the additional players
stand to benefit from the R&D, their participation may be justified.

(2) INDUSTRIES IMPORTANT TO ALASKA ARE AT THE BOTTOM OF THE R&D PILE-
New products and better ways of producing existing products will be
found only 1f they are sought. Alaska®s non-oil workhorse industries
are near the bottom of the national ladder 1in terms of R&D expenditure
measured either as a percent of sales, as a percent of pre-tax profits,
or per employee. For example, in 1985 the metals and mining iIndustry
spent only 1.5 percent of sales on R&D, compared to A.1 percent for
the aerospace industry, 3.5 percent for the automobile Industry, 7.8
percent for the drug industry, and percent for the electronics
Industry. The food & beverage industry nationally spent an even lower
percent of sales on R&D than did metals and mining (0.8 percent). For
whatever reason, ( a shortage of funds 1is likely part of the answer),
we cannot expect Alaska®'s existing basic industries to provide the
product and process innovations needed i1f Alaska 1s to prosper.

(Data from Standard & Poor®"s Compustat Services as published annually
in BUSINESSWEEK magazine®s R&D Scoreboard.)



e (3) INNOVATORS CANNOT CAPTURE ALL OR MOST OF THE REWARDS- It appears
from the research conducted over the past twenty years that between
one-third and two-thirds of the profits directly attributable to an
innovation are typically captured by imitators and by others, and not
by the person or firm making the breakthrough. What this means 1is that
many advances that are expected to produce more than adequate total
profits are not pursued i1f too large a fraction of the total can be
captured by parties other than the innovator. The patent system iIs an
imperfect guarantor of property rights. If many Alaska players gain
from a single innovator9s -breakthrough, state government funding may
be needed to assure that good projects with dispersed benefits find
their way onto the R&D agenda.

(U) ENTRENCHED INDUSTRIES MAY SUPPRESS R&D IN ORDER TO PROTECT EXISTING
INVESTMENTS- This 1is another way of saying that the goals of companies
doing business in Alaska need not include growth and expansion if the
risk to existing products and technology 1is perceived as great. In such
cases new products may be much delayed or may be developed by others

at some cost in terms of missed Alaska opportunities. Satisfaction with
the status quo and mis-estimation of potential demand have been i1dent—
ified as other reasons why R&D may be suppressed. (Examples on request.)
(5) GOVERNMENT HAS A SPECIAL OBLIGATION TO FUTURE ALASKANS- Future
citizens are the special concern of government, or at least have been
considered so at most times in U.S. history. Operationally, this means
that government in its role of guardian of the interests of the un—
represented should be somewhat more forward looking than a citizen
concerned solely with his or her own future. In the context of our
discussion of the merits of the proposed Alaska Science Foundation,
this means that the long lead times inherent in R&D processes should
not weigh heavily against endowing the Foundation.

WHAT RATE OF RETURN CAN BE EXPECTED ON AN INVESTMENT IN R&D ?

The consensus is that in the long run the mean gross social return to
investment 1in research and development lies between 30 percent and 50
percent. Of considerable importance is the generally accepted fact that
there 1s a great deal of variation across programs, and for a given
program over time. An investment in R&D 1is risky and acknowledged to

be so. Many well designed and well implemented R&D programs show zero
or negative returns on investment. It is expected that there will be

numerous TfTailures before a success 1is achieved, just as it is expected



that an oil company will drill many dry holes for every discovery.
(An excellant summary of research into the impact of R&D on growth is

TECHNOLOGY, LABOR, AND ECONOMIC POTENTIAL, by Roger E. Brinner, Data

Resources, Incorporated Study No. 29.)

In major piece of research conducted for the National Bureau of
Economic Research, John Kendrick and Eliot Grossman had this to say:
""The most important determinant of productivity growth 1is what

Denison calls "advances in knowledge®-technological and organizational-
as applied in production. It results from cost-reducing innovations in
the ways and means of production.l1® (PRODUCTIVITY IN THE UNITED STATES
TRENDS AND CYCLES, Johns Hopkins University Press, 1980, page 16)

Of the 30 percent to 50 percent mean gross return on R& 1investment
about one-third to two thirds 1is typically captured by the investor
with the remainder accruing to other players. The IBM company benefited
greatly from prior investments by Apple Computer. Other companies,

some outside of the United States, benefit from the developments
pioneered by Apple and by IBM. In principle there exist many
innovations with a more than adequate gross social return on investment

which .will not come to market or which will be delayed for some time

because the innovator cannot capture enough of the return.

Translated into direct impacts on Alaska these observations can be

restated in the form of a small set of propositions.

Proposition #1: There are no guarantees that an expenditure on R&D

will have any measurable impact on the Alaska economy

ﬂ45¢Md the creation of R&D jobs per se.



Proposition $2: For every $1 Billion invested in Alaska RAD an

expected return of 40 I on investment means that the
possible outcomes measured in terms of annual income

created center around $1.4 million per year.

Proposition #3: The potential for a bonanza exists. Publicly funded

RAD could lead to breakthroughs with very large rates

of return.

A veil-designed Alaska Science Foundation is a good idea. On average,
the results can be expected to be unexciting but solid; the downside
loss potential is minimal (at most we lose the interest on the endow—

ment); and the upside potential is worth reaching for.



ALASKA CONFERENCE OF MAYORS

RESOLUTION NO. 88-19

RESOLUTION OF THE ALASKA CONFERENCE OF MAYORS
SUPPORTING ESTABLISHMENT OF THE
ALASKA SCIENCE FOUNDATION.

WHEREAS, the link between scientific/technical achievement and
economic development has been clearly demonstrated in communities around
the world; and

WHEREAS, 1local governments are playing a leading role in efforts to
achieve economic development in Alaska; and

WHEREAS, there 1is no institution in Alaska with responsibility to
apply scientific knowledge to Jlocally defined and selected economic
development issues; and

WHEREAS, the scientific resources of the University of Alaska, state
government, and other Alaska organizations have not been effectively
mobilized to meet technical and economic development and health needs
identified by local leaders; and

WHEREAS, the state administration has proposed to establish and endow
the Alaska Science Foundation to provide and focus scientific and
technical resources on clearly defined Alaska needs.

THEREFORE, BE 1T RESOLVED that the Alaska Conference of Mayors urges
the legislature to establish the Alaska Science Foundation; and

BE IT FURTHER RESOLVED that municipal and community and industry
leaders be provided formal representation on the governing board of the
Alaska Science Foundation to insure a practical and applied orientation e
to the research.

Adopted this 10th day of February 1988.

Erling Tr/J/>hanseiy” Presidlnt
Alaska Cbrtference: (offf Mayors

ATTEST;

Scott A. Burgess, Executive Director
Alaska Municipal League



FEB 33 "39 15:12 ?*-

Alaska State Legislature

Please enter into the record my testimony to the House HESS
committee name

committee on -Hb sgn amragi~~ dated .Februagy 23, 1989
bill/subject

We believe HB 390/HB 391 is an investment 1n Alaska®s future and we

therefore strongly support it and hope you will as well. One of Alaska®"s

greatest resources 1s the creativity of its citizenry. This fact has

been demonstrated time and again. HB 390/HB 391 provides an opportunity

to draw upon that creative resource and direct it to applied research
leading to enhancement of economic development, enhancement of public
health and enhancement of technological innovation in and for Alaska.

Some additional points we would like to make:

1. Because of the large engineering profession that exists in Alaska -
engineers have played a vital role in the past and present development 1n
the state and will be a critical element 1n the future of the state - we
believe the name of the bill should be changed to Alaska Science and
Engineering Foundation, Consider if you will the role engineers have
played 1n the design, construction and operation of the North Slope oil
fields or their role in improving public health facilities 1n rural and
urban Alaska.

2. To ensure balanced representation of science and engineering on the
Board of Directors of the Alaska Science and Engineering Foundation
(Sec 37.17.040) we recommend that the section be amended so the;

Two members residing 1n Alaska be one scientist and one engineer

Two members residing outside Alaska be one scientist and one engineer

3. Finally, we believe the emphasis of the research projects funded by
Alaska Science and Engineering Foundation be on applied research. I mean
by this research directed at solving Alaska®"s problems, the type of
problems eijgin”rsj can pyovide a leadership role in solving.

Signed:

Testifier - J&ht” Zarling\\Ph.D., P.E., Director
Institute of Northern Engineering, University of Alaska Fairbanks

Representing (Optional)

539 Du.ckerino Building. 1JAF. Fairhanks.. AK. 9077.5
Address

Office - 907 474-7775
Phone No.

5/88 ugitidive Information Olfict
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Alaska State Legislature

Please enter Into the record my testimony to the House HESS---reemmv
committee name

committee on  HB 390 & HB 39! ( dated . 1/22/88
bill/subject

The bills are an excellent concept and will materially assist the
State of Alaska in stabilizing the economy by developing new
methods and techniques of accomplishing needed solutions to our
problems. The concept Iterates the role of the engineer but does
not fully address the fact that the engineer is the translator
between science fact and usable end product. To this end it Is
mstrongly urged that the word "technology™ be replaced in the
title of the bill, In the name of the foundation, and in the name
of the endowment in both bills by 'the word "ENGINEERING".
"Technology" describes both science and engineering. The National
Science Foundation has had continuing problems with the exclusion
of the word "ENGINEERING™ from It's title. Dr. E. Block, Director
of the National Science Foundation, continues to point to the
role  of_ engineering and has had to make significant
organizational changes to compensate for the omission. The
further change of appointment of a "scientist, and an engineer™ in
Section 37,17.040 b 1 and b 2 Instead of “scientists or
engineers™ will help to assure a bhalance.

Testifier
Dean, School of Engineering, University of Alaska Fairbanks

Representing (Optional)

1258 Viewpoints Drive, Fairbanks. AK 99709
Address

Office 907 474 7330
Phone No.

9/M Ltgiiituv* Irformation O»>c*



State of Alaska ) n
orncG or the governor
JOHBAD

January 22, 1988 \

The Honorable Ben-Grussendorf

Speaker of the House

Alaska State Legislature

P.0. Box V "o ;"~ -

Juneau, AK 99811 " ~eeaaaa i

Dear Representative Grussendorf:

Under the authority of ar-t. XIlI, sec.”i8_of .the Alaska Con—
stitution, I am transmitting, a bill that establishes the
Alaska Science and,_Tecbno.logy .foundation, and a companion
appropriation bill, appropriatingl $100 million to fund an
endowment for the foundation.

The Alaska Science and Technology- Foundation 1is designed to
promote economic_-and technological development and public
health in Alaska through basic and applied research. The
foundation 1is established as a public corporation 1in the
Department of Revenue.The- -Alaska Permanent Fund Corpo—
ration will be the agent of the foundation for the purpose
of investing the principal of the endowment. The endowment
will be in an interest-bearing account, and-it is anticipat—
ed that the 1interest generated will provide steady funding
.for research grants of approximately $6 million to $8
million each year.

A nine-member board of directors will govern the foundation.
The™ board ewill solicit and award grants on a competitive
basis. Foundation grants will be available for research
projects that will pursue (1) the goals of product or pro-—
cess development; (2) the creation of "added value™ to the
State"s natural resources; 3) the identification and
development of new 1industries 1in the state; (4) the pro-—
motion of public health; and (5) other related research that

furthers the purpose of the foundation. In awarding grants,
preference will be given to Alaskan residents, organiza-—
tions, and institutions. Grants to out-of-state applicants

will be awarded when expertise 1in an area of science and
technology research is not present in Alaska.

An associated goal of the foundation 1is to promote the
skills and enhance the knowledge of our state"s scientific
and technical community and thus assure the basis for our
state®s future development. Alaska 1is one of only seven
states in the United States fhat has devoted no public money
for research or the furtherance of technology.



The Honorable Ben Grussendorf Page 2

States and countries that fail to expand their technology
base, educational facilities, or overall capacity for devel —
opmental change will fall behind with respect to other

states and countries. As our vast oil resource gradually
dwindles over the next two decades, we will lose our prime
connection with the national and world economies. So, even

as we introduce the "jobs bill"™ this year, which 1s expected
to provide short-term economic vrelief and assistance, we
must also engage 1in longer-term development strategies that
will encourage and ensure a sustainable economy, bring new
business to the state, and develop our own technological
capabilities. I strongly believe that the Alaska Science
and Technology Foundation will be the instrument that will
accomplish these goals.

Section 2 of the bill amends AS 39.25.120(c) and places the
executive director and staff of the foundation in the exempt
service.

Section 3 of the bill amends the composition of the science
and engineering advisory commission, making the executive
director of the Alaska Science and Technology Foundation a
member of the commission. Section 4 makes a corresponding
amendment regarding the terms of commission members.

I strongly urge your support <



Nobel Prize for Theory
of Economic Growth

Thirty years ago, Solow-proved that technology, not capital, is
the keyfactor in making economicsgrow—an insight now

takenforgranted

heke may have been a moment in

the early 1950s when Robert M.

Solow, winner of this year’s Nobel
Prize in Economic Science, was not in the
mainstream of American economic think-
ing. That was before Solow had published
his papas on technology and economic
growth, written when he was a 32-ycar-old
assistant professor at Massachusetts Institute
of Technology (MIT).

But when die papers came out and were
read, the mainstream shifted course and
enveloped Solow. He has stood squarely in
the deep part of the stream since then,

many younger economists to ven-
ture in, tossing jokes at those he thinks are
dinging to the shallows.

Economists contacted by Sdaut after the
prize was announced spoke warmly of So-
low’s contribution to the field not just as a
writer but as a person. “He’s been a great
moral force within the community” because
of the integrity of his research arid profes-
sional life, says Dale Jorgenson of Harvard.
*Tn another society he would be a holy
man.” The Nobd award in this case was
Tong overdue," says Henry Aaron of the
Brookings Institution, who also mentioned
Solow’s charm and w it The Nobd commit-
tee ought to embellish the prize this time
with “an oak leafduster for humor," accord-
ing to Charles Sdrahzc o fBrookings, chair-
man o f President Carter’s Coundl of Eco-
nomic Advisers.

These comments come from Solow's own
team, in the seme that these writm share a
common vision o f bow the maouecanony
wods and how governments can intervene
to ameliorate its effects, derived from the
theories of John Maynard Keynes. But
friendly words ate heard in the opposing
camp aS well, among the free market, mone-
tarist, and neoclassical writer* oased at the
Uoivcrrity of Chicago. Robot Lucas, Jrnan
opponent of government meddling in the
markets who is mentioned as a potential
N obd winner, saysthat in the 1950s"Solow
Was a real pioneer in pushing a whole field
in d dynamic direction. He was a big influ-
ence on me and a lot ofother people....
His work has had such wide snftxnce that

154

just about everybody believes it; ask any
economist.” While Lucas and the Keynes-
ians differ on policy recommendations, Lu-
cas sees Solow’s early work as neutral: “It
had nothing to do with Keynesian econom-
ics: it was just straight neoclassical econom-

ICS

“Y'm take a 25-year-old
economist, a theorist at
that, andyougive him
an office next to Paul
Samuelson... that’s a
great experience,” says

Solow.

The papers the Nobd committee cited in
announcing the prize were published in
gukksuccessioninl956and 1957. The first
proposed a novd theory to explain how
national economies grow. The second of-
fered a means of testing the theory, laying
out a system by which the inputs to growth
could be broken down into pieces and the
pieces measured. This work established
some new economic truths and proved them
by rigorous methods.

Solow conocdes that the social sciences
have “finzy edges* and that in economics it
It possible to keep a bad idea alive for 10
years on shea ingenuity and “enlargement
cf observations.” But in the 30 years since
Solow asserted that technology plays the key
role in economic growth, his idea has been
examined in literally hundreds of journal
arrides and a score of books, leading to a
cottage industry in die profession known as
“growth accounting.* As Solow says, ‘The
idea has matured. | know o fno case where it
has been discoafinned in modem industrial

Like ocher discoveries, this ooe seems
obvious now, but was not obvious when
first described. Solow recalls dut like many
other* be was drawn to this topic after
World War 11 by the ecooomic drama o fthe
newly decolonized nations. Everyooe ex-

peered them ro follow the path of the indus-
trial nations, he says, but how? \What would
make their economies grow?

Economists had been preoccupied with
the fluctuations of business cycles, the peri-
ods of growth and recession that hover
about long-term trends of growth in the
gross national product. But relatively little
attention had been given to the question of
why one country has a growth trend of3%;
asecond, 4%; and athird, 2%. Most atten-
tion focused on 10-vear bio of economic
behavior. Solow wanted to look at longer
periods.

The wisdom at the time, Solow says, was
that investment of savings was the key to
growth The more a nation saved, the faster
it could grow. “What distinguished poor
countries from rich countries was that poor
countries were able to save very little be-
cause they were poor,” Solow say3. The rich
ones would grow faster because they started
out rich. That was an idea he rejected.
Another was the notion that an industrial
economy—once launched on a path ofhigh
growth—would have ¢ » choice but to con-
tinue along a very narrowly prescribed
growth trend line. “Ifit ever drifted offin ooe
direction or the other, thouc movements
would be magnified,” leading to a crisis.

Solow formulated a new theory that did
away with the “knife edge” description of
growth, allowing for greater flexibility in
planning. He found that the existing litera-
ture omitted forces that tend to balance one
another and keep the economy in good
health. His technical efforts to dissect
growth made a big impression, for he came
up with a startling and unexpected fact:
capital investment is not the htry factor in
economic growth, not by a long shoe Nti-
ther is the increase in workers. Solow
showed with statistics on wage and property
income between 1909 and 1957 that neither
of these two was the most significant de-
ment. Instead, it was a resxfcal factor, an

be known as smovmoo or |

Pubficarion of this filCEMY nude a splash
n 1957, as several of Sotowt cofleagnes
point out, partly because it coincided with
the Soviets’ bunch of Sputnik. Sotow pro-
vided the intellectual basis and the Soviets
provided the political impetus for an intense
national drive to promote science and tech-
nology. It is now taken as an arricle offaith,
certainly by the current Admwasrarion, that
one of the best uses of federal finds is to
invest than in baric research. For example,
Ronald Reagan’s January 1967 budget pri-
orities statement justifies a 76% increase in
research funding berwcoi 19S2 2nd 1988 as
follows: “Support BAbasic research, panic-
ubriy atumvenities, is a key foaor in gcner-

9CUNCB, VOL. 2)8
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SAMPLE PROPOSALS IN RESOURCES AND HIGH TECH

1. Seekins, Maine: Mid Coast Compost and Feasibility
Project - Market Survey.

Funding: $10,000
Private Match: $91,000
2. Laxipila, Oregon: Development of Value-Added Products

Frcm Salmonids.
Funting: $77,544
Matching Funds: $22,242

3. Merriil, Washington: Bull Kelp Cultivation
Technologies.

Funding: $48,934
Matching Funds: $22,242
4. Malinkowski:  NY: Integrating Surf Clam Culture into
an Existing HardClamMariculture Faculty.
Funding: $38,614
Matching Funds: $ 6,210

5. McClintock, AK: ANFModel Land Lease
Funding: $32,440
Matching Funds:

6. Charles, Bethel, AK: Nelson Island and Nunivak Island
Near Shore Fishery Survey May 1988 to May 1989.

Funding: $60,938
Matching Funds: $2,359,882

7. Burgess, Fairbanks:Underground excavator for
subsurface placer mining in winter. Prototype

development and testing with CRREL.
Funding: $12,400

Matching Funds: $206,000

hc768/dams8 -1 -



8.

10.

11.

12.

13.

14.

Rao, MIRL: Distribution and Significance of Trace
Elements in Alaskan Coals.

Funding: $0
Matching Funds -DOE $59,749

Walsh, Rao, MIRL: Performance Evaluation of Water Only
Cyclones Using Radiotracers

Funding: $0
Matching Funds -DOE $78,224

Rao, MIRL: Drying of Low Rank Coals and Its Impact on
Coal Surface Chemistry.

Funding: $52,076
$34,000
Matching Funds - DOE: $86,511

Maneval, Besiot, MIRL: Feasibility of Briquetting and
Marketing of Dried Alaska Coal.

Funding: $30,450
Matching Funds - DOE: $30,450

Bandopadhyay, MIRL: Technical and Economical
Feasibility of Underground Mining Coal Deposits on the

North Slope.
Funding: $33,637
Matching Funds - DOE: $33,637

Bandopadhyay, MIRL: Manual of Practice for Pre-mining
in Arctic and Subarctic Alaska.

Funding: $33,637
Matching Funds - DOE: $33,637

Sengupta, MIRL: A knowledge Based System for Selection
of Surface Coal Mining Equipment under Arctic
Conditions.

Funding: $20,857

Matching Funds - DOE: $20,857

hc768/dams8 -2 -



15.

16.

17.

18.

19.

20.

21.

22+

Johnson, Skudrzyk, MIRL: High Pressure Water Jet
Fragmentation and Cleaning of Alaskan Coal.

Sackinger, GI, UAF:~ Sea lIce and Ice Island
Characterization, Movement and Structure Interactions.

Funding: $150,000
Matching Funds - DOE: $150,000
Kennish, Anch: Evaluate Southestern Alaska Fisheries

as a Dietary source of Omega-3 fatty acids.
Funding: $32,410
Matching Funds:

Kramer, Anch: Demonstration of the Culture of Mollusks
and Seaweed for sale.

Funding: $64,437
Matching Funds: $17,865
Raymond: Salmon Enhancement in Western Alaskan Coastal

Villages through recirculating incubators.

Funding: $51,000
Matching Funds: $35,777
Clinton: Computed operated portable calibration

devices for the pipeline.

Funding:

Matching Funds:

Larsson, Wrangel: Pilot Oyster Project.
Funding: $44,000
Matching Funds:

Panst: Littleneck Clam Harvesting, Detoxification, and
Marketing.

Funding: $14,000

Matching Funds: $11,250

hc768/dams8 -3-
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Division of Policy
23 February 1988

HB 390
SECTIONAL ANALYSIS

*Section 1
e Sec. 37.17.010

The Alaska Science and Engineeering Foundation is housed in the Department
of Revenue. Its purpose is to promote economic development, technological
innovation and public health through basic and applied research in Alaska.

Sec. 37.17.020

The endowment of the Alaska Science and Engineering Foundation is managed
along with other moneys of the permanent fund, but the identity of this money is
kept separate and the interest on this money is distributed as grant funds.

Se&37,17.0aQ

a)  Atthe request of the board of directors, the interest income from the
endowment shall be released to the foundation. Net capital gains are split
betweeen the principal and income of the endowment.,

b)  Inaddition, to endowment income, the foundation can distribute money
received from gifts, grants, and other aid; funds received by the foundation do
not lapse.

c)  The foundation’s administrative expenses come from the endowment
income, subject to the Executive Budget Act.

d)  Grants are distributed through a competitive bidding process.

e) Income may be deposited to the principal, but cannot be withdrawn by the
board at a later time.

Sec. 37.17.040

The nine members of the board of directors are appointed by the Governor to
staggered four year terms and may be removed for cause. Ths membership is
specified and is designed to represent the interests of the scientific community
as well as the general public with emphasis on resource development,



manufacturing, finance or public health. Four members must be scientists or
engineers, two from in-state and two from out-of-state.

S6i-37Zi17.35Q

The board shall elect its officers to terms of no more than two years.

SfifcjzJZtlfifl
A majority of the board constitutes a quorum.
Sec. 37.17.070 -

The board must meet at least twice a year. Per diem an” travel expenses, as
well as a $400 per day honorarium, are paid to the members for meetings of the
board and its subcommittees (the same arrangement and dollar amount as the
Alaska Permanent Fund Corporation).

3 fiffJZJZ,0.8Q

This section provides tor the hiring of an executive director and additional staff.
All employees are in the exempt service.

S9C3Z.17PQ

a)  Notice of all solicitations for grant proposals must be given at least
annually.

b) Grant proposals shall be reviewed by an anonymous peer review panel
appointed by the board. Grants of less than $5000 may be exempted from this
peer review.

c¢)  The policy and research priorities for the state set by the Alaska Science
and Engineering Advisory Commission shall be considered by the foundation in
making grant awards.

d) At least 50 percent of endowment income must go to grants of $100,000
or less.

e)  The board will specify the amount of each grant that can be used for
overhead.

f) Grant recipients will be required to file reports. Research results will be
distributed to the public regularly, unless deemed proprietary by the board.



g  Afair percentage of income from royalties, licenses, and patents
resulting from grant research shall be paid to the endowment principal.

h)  All qualified Alaskans may be eligible for grants. Preference shallbe
given to Alaskan grant proposals be they individuals, firms, organizations, or
academic institutions. Out-of-state recipients may have to associate with an
Alaska organization. Grants must further purposes of the foundation to solve
Alaska problems.

) If grant money is awarded for equipment purchases, the foundation owns
that equipment.

) An annual report to the Governor and legislature is required.
Sec. 37.17.100

The Alaska Executive Branch Ethics Law shall apply to board members, and
they shall adopt a conflict of interest policy for themselves and the peer review
panel.

3600%,IL1.1Q

This section permits the board to adopt necessary regulations.

«Section 2
Sec,-39,25,110

Adds the executive director and staff of the foundation to the exempt service.

«Section 3

SsMJ4J&2Snm

The executive director of the foundation is added to the membership of the
Alaska Science and Engineering Advisory Commission.

«Section 4
S9C 44,19.259.

The executive director of the foundation is exempted from the staggered term
provision of the Science and Engineering Advisory Commission.

*Section 5

Immediate effective date.



MEMORANDUM State of Alaska

to;

from:

10/75)

The Honorable Johnny Ellis and

The Honorable Nilo Koponen date. February 24, 1988
Chairmen
House Hess Committee fileno: 88D-328

TELEPHONE NO: 465-3568

Mary Halloran, Director subject: HB 390
Office of Management and Budget
Division of Policy

During the various meetings and discussions concerning the
referenced bill, some members of your Committee have expressed
concern over the validity of Sec. 37.17.090(h). This section
requires the board of directors of the foundation to give
preference to grant applicants who are Alaska residents. [
believe that the provision would be upheld should it be subject

to judicial scrutiny.

At your request our office discussed the matter with the
Attorney General"s Office. Although there was time only for an
informal discussion, the attorney who drafted the legislation
had no reservations about her opinion that the provision was
valid. The reason for her opinion was that the grant program
is basically a public welfare program — and certainly states
can limit welfare programs to its own citizens.

Research by my staff supports this conclusion. The bill
establishes a grant program, not a jobs program. It distin—
guishes between residents and non residents, rather than making
distinctions among classes of residents. In analyzing an equal
protection issue involving a residency requirement, the court
will only require that the classification have a reasonable
basis; in other words, the classification cannot create arbi —

trary distinctions.

Gilman v. Martin, 662 P. 2d 120 (Alaska 1983), citing Isakson
v. Rickey, 550 P. 2d 359 (Alaska 1976)«. It seems clear that
the preference for Alaska applicants is a reasonable one. One
of the major purposes of the foundation is to proenote techno—
logical innovation and capability in the state. Certainly, the
preference of Alaska professionals is rationally related to

this goal.

MH/dmc



MEMORANDUM State of Alaska

TO;

02-001A(Rev. 10/79)

The Honorable Al Adams date: March 3, 1938
Chairman
House Finance FILE NO:

TELEPHONE No:  465-3568

Mary-Halloran, Director subject: HB 390 Amendments

Division of Policy
Office of Management and Budget

We would like to propose three amendments to CS HB 390 (Hess)
for the House Finance Committee®"s consideration Thursday. The
first two are technical in nature; number three is a policy
consideration. All three are attached.

Amendment No. 1 clarifies the language concerning how the
Permanent Fund Corporation handles the endowment. Dave Rose,
Permanent Fund director, has informed us that the current
language could be interpreted as meaning the Corporation has to
invest and otherwise manage the endowment monies entirely
separately from other Permanent Fund deposits. As a result,

Mr. Rose indicates that the Permanent Fund Corporation would
have to charge the endowment more than $200 thousand annually
in management fees. We, obviously, do not wish to have any
unnecessary operating expenses; hence, the suggested amendment.

Amendment No. 2 is proposed in response to a legal memorandum
by legislative counsel dated February 24, 1988 (copy attached).
The memorandum indicates that the bill language could be
construed as a dedication of funds in certain sections, notably
Sec. 37.17.090(g). As it was always our intent that the
sections be subject to the Executive Budget Act, we offer
clarifying language to that effect in Amendment No. 2. In
reviewing the bill, we spotted other sections which might be
misconstrued and have included those also in the proposed
amendment.

Amendment No. 3 speaks to a change from the original bill with
which we do not concur - the deletion of voting for those two
board members from outside Alaska. We strongly urge that all
members of the board be placed on an equal footing. We will
discuss the reasoning behind our perspective more fully in the
testimony before the committee Thursday.

Thank you for your help.
MH
Attachments

cc: House Finance



