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Monsanto docs not oppose voluntary labeling, since it is already legally permissible - however,
we do maintain that any voluntary-labeling must follow FDA guidelines, and be entirely truthful

and verifiable.

1would be happy to Anther discuss this matter with you - or assist you in gathering additional
information as this measure moves through the legislative process. -Please feel iieo to contactme

at (206) 390-9693, via E-mail, michael.j.diamond@mon5anto.com.

crcly,

Michael J. Diamond
Monsanto State GovernmentAffairs


mailto:michael.j.diamond@mon5anto.com
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August 18, 1997

TO. NFPA STATE ISSUES COMMITTEE

Jerry Bannister Michael Bcmcy

" EUie Bridgman Booth Norm Bomrtcin
Paul Boykxs Stanley Dunbar
Tod Ginibel Anthony Hepton
Nehl Horton Ed Klein
Paul Korody Tom Langan
Ken Lensmeyer Susan Mora
Jim O’Shaughnessy Diane Paganclli

Lawrence Sawyer

Charming Riggi
William Spam Kim Vollbrecht
Anne Marie Wicdcmcer Marion Williams

Connie Campanclla L. Michael Mullen

Nick Pyle
FROM: Bonnie Tweed, State Legislative Coordinator
SUBJECT:  Illinois vs. Ben& Jerry’s

A legal settlement between the State of Illinois and Ben & Jerry's Homemade Inc. was
announced on August 14. Illinois has agreed to allow voluntary “no-rBGH” labeling by
natural food companies. Other parties involved in the case included the City of Chicago,

Stonyficld Farm and Organic Valley.

The label will read as follows:

“Wo oppose Recombinant Bovine Growth Hormone. The family fanners who
supply our milk and cream pledge not to treat their cows with rBGH. The FDA
has said no significant difference has been shown and no test can now distinguish
between milk from rBGH treated and untreated cows.”

Soiue Ben & Jerry products, containing “chunks” that contain dairy ingredients, will be
further labolod as follows:

“Not all suppliers ofour ingredients can promise that tho milk they us©comes
from untreated cows."

Background: The federal Food and Drug Administration determined there is no
significant difference between dairy products produced from cows administered with
rBGH and cows uot administered with rBGH. The Illinois Food, Drug and Cosmetic Act
(410 IHlinois Compiled Statutes 620/1) prohibits manufacturers from labeling products
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with false or misleading information. The City of Chicago and the State of lllinois would not
allow Bea <tJerry's to add “norBGH” labels to their products. According to sources in the
Illinois Department of Public Health, the Department considered Ben & Jerry’s “no-rBGH” label
as misleading to the consumer by insinuating there is a difference. In May 1996, Ben & Jerry’s
filed a suit in Federal Court against Chicago and Illinois governments to be able to affixa "no-

rBST" label on their packages.
Ifyou havo any questions, please call me at 202/639-5970.

TOTAL PAGES: 2
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The Honorable Richard Gephardt

Democratic Leader
W ashington, IXG 20515

Dear Mr. Gephardt

Hunk you foryour letterofJammy 2$ 1999 in which you requesttbc mostcmrem review of

the Food and Drug Adfaanistrafion’s OPDA orAgency) dataconcerning recombinantbovine
somatotropin (rbST). The enclosed "Reporton tire Food and Drag Adbjmirtr*tion.’s Review of

tho Safety ofRecombinant Bovine Somatotropin." addressee specific scientific point* relating to
the safety ofibST. The FD Ahas cwrfnUy examined the safety ofthe recombinantbovine-
somaiotrvpin (rtK3BQ and has dctannmcdthattherecantreportSm a tho Health Cuxtdt, reviovers
didnotinterpretrelevant data correctly. Therefore, FD A few reaffinncd its 1993 finding fim milk
from cows treated with xbGH is safe fixrlaawn ccostnnptlon. Because ofits danoostrzted
wfoty, FDA does notintend to remove feeproduct from the market

FDA approveddie Monsanto ib<S (also taiown *arecomblmmtbovine soiM totropm 6*ST) or
Soraetribove) jaodnct, Po-siltn,cmN oraabor5,1993 following exftaevo review o fthe data to
supportthe safity and cffocfivenem oftheproduct FDA approved tinsdrug only afar Monsanto
provided the Agency with acceptable datadcmonstzatrag that theirihGSBproduct is safe and

effective.

Znrecentmonths, FDA has cotnplded a campzehensivc, pago by pa®easdito fthe hioiisn food
safety sections ofthe investigational new animal drug file and master file supporting the roGH
approval, including the 90-day ra: oral torieity stody and the reporto fthe antibody response to
oral roGH. Based on this audit, FD A tottreaffinned thatrbGH is safe foriraaM ncoasomptica

FDA's determination that food products fiota caws treated with ibGH are safe for ccmsumcrj also
has beensupported by cunwroasscientificsod regulatory bodies including The Joinl Food and
Agricnhnral Organization /World Health Organization Expert Committee on Food Additives
(JECFAX an international panel ofexpertsin the fields o ftoxicology and chemistry of animal
chug residues thatmeets to resolve differences in tho safety evaluation cfanimal drugs. In 1992,
ihcJECFA concluded that "the lack oforal activity of AST and iniuiin-1Oco growth factor |
(IGF-1) and the low level and non*toxic aatoo ofthe residues o fthese compounds, even at
exaggerated doses, results in an extremely large margin o fsafety forhumans consuming dairy
products fj-orn rbST-treated cowj," In 1998, JECFA reaffirmed the safety ofmilk and meat from

rbST-trcated cows.

RN 21 ‘9 12:53 PfICE.82
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Confirmation of POSILAC Safety

The safety of POSILAC bovine somatotropin has been thoroughly addressed. The U.S.
Food and Drug Administration, World Health Organization, American Medical
Association, American Dietetic Association and regulatory agencies in 30 countries agree
that the milk from cows supplemented with POSILAC is the same safe, wholesome

product as it always has been.

On March 5, 1998, the Food and Agriculture Organization (FAO) ofthe United.Nations
released a committee report reconfirming that treating cows with POSILAC to increase
milk production is safe. After examining new evidence, the joint FAO-Worid Health
Organization expert committee concluded that "there are no food safety or health
concerns related to BST residues in products such as meat and milk from treated
animals.” (A copy ofthe FAO news release is attached.)

The Institute of Food Science and Technology (IFST), located in. Great Britain, through
its Public Affairs and Technical and Legislative Committees, has issued m update to its
Position Statement on BST dated Juno 11, 1998, the summary ofwhich is that “ ... the
use of bovine somatotropin (BST) to improve milk yield in cows indicates that it carries
no harmful effects to humans, to the treated animals or to the environment; the resulting
milk and meat is not significantly different from milk and meat from untreated caws, in
composition or quality; and in consequence there is no scientific or ethical basis for
requiring distinctive labeling ofmiflc or meat from BST treated cows."

Over 2,000 independent scientific studies have been conducted on bovine somatotropin.
Regulatory/scientific bodies around the world have concluded that the science supporting

bovine somatotropin is complete.

December 15, 1998
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MILK AND MEATFROMBST TREATED COWSPRESENTS NODANGER
TO HUMANS SAYSCOMMITTEE REPORTRELEASED BY THE UN
FOOD AND AGRICULTURE ORGANIZATION

_Rome, March s _—Kfter examining new evidence, an |_ndeﬁendent scientific
committee has reconfirmed that treating cowe with die hormone bovine
lomalatropins, known as BST, to increase milk production is safe, s/ carding to a
technical report released today bytheUN Food and Agriculture Organization (FAQ).

| Thejoint FAO- World Health Organization (WHO) committee concluded that * there

are no food safety or health concerns related to BST residues in products such as
milk and meat from treated animals.” The use of BST increases a cow's milk

production by 10 to 15 percent.

Disagreement over use of BST has complicated trade in dairy products
between the United States, where BST is widely used, and the European Union,

which has opposed use o fthe hormone.

The Join: FAO/WHO Export Committee on Food Additives (JECFA),
determines the safety of residues from veterinary drugs in food and establishes
acceptable daily intakes (ADIs) and maximum residue limits (MRLs) for certain
drugs when duty are used on food-producing fo accordance with good

animal hushandry practices.

In the area o fmaximum residue limits (MRL) for BST, the Committee found
that available data on the identity and concentration o f residues of the veterinary
drug in animal tissues provide a wide margin of safety for consumption of residues
in food when the drug is used according to good practice in the use of veterinary
drugs. The Committee concluded that the presence of drug residues in animal
products does not presentany health concens.

In arriving at its conclusions on BST, JECFA considered possible problems
such as tho chances 0 fan Increase in the udder disease, mastitis, in Bs T-treated cows
which could lead to contamination of milk with antibiotics need to treat mastitis.
Tho Committee concluded that the use of BST will not result in a higher risk to
human health due to the use of antibiotics to treat mastitis and ifa* the increased
Potenu_al for drug residues in miTk could he managed by practices currently in use by
he dairy industry and by following label direction* for use.



~Anotherconcem the commtcs rommnftd involved the dak o f inatdiiKiepeniierit

diabetes mdlitns (IDDM). Studies btve sbosvu that expomes 0f human new boms to
cow's milk increases the dsk of IDDM approximately 1s-fold. The Conrmtfra
comriderod whether exposure o fnaw boms to milk from fIST-trc*ted cowrs might farther
increase thin risk. Itormdudai that, became ofto unchanged composition, die arifit of
BST-ftgatcdcowg dobs noticprrsuaian additional riifcrafradorvolofaaoafc o fIDDM.

~ JECFA, which met atFAQ in Rome from 17 to 26 February 1998 to evaluate
certain residues ofveterinary drugsin food, had originally stated in 1992 thatBST-treared
smmidaend animal products do not pose any risks to hnmana. JECFA Is an independent
asdeatifio committee whose nenmmondtffons to FAO and WHO cm relied upon by
governments and international orgadaadooa on ttkcdfio mstteni w th as food additive
safety and usage, tateibk levels ofcontaminants, or residua levehi o f veterinary dregs in

foods.
The Committee'a report will now be considered by the Codoc Alimentoius
CanraUaoa. Codex works to hannonizB utradania used in intemsticflal trade and to

ﬁrevent food thatla unfitfor human consumption from enteriog ccmmecidal channels. It
as developed 237 food commodity gtandards and has established over 4o gcirieKno* and

codoa forfood production and processing.

Ths Joint FAQ/WHO Expert Committee on Food Additives (JECFA) Summary and
Coachmans may be read on FAQ's Website si this address:

hAryy A fitLgig"WAICENT/FAQINEQ/ECQNQMIDESN/lecMecftLhtm
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March 15, 1999
The Honorable Norman Rokeberg nNG U/

Chairman
House Labor and Commerce Committee

Dear Chairman Rokeberg and Committee:

On behalfofthe National Food Processors Association (NFPA), I am writing to
respectfully express our concern with and opposition to H.B. 1J0, an Act concerning

voluntary labeling of rBST free milk.

NFPA is the principal scientific trade association representing the $430 billion food
processing industry. With three laboratory centers, NFPA is the leading authority on
food science and safety for the food industry’. For more than 90 years, the food
industry has relied on NFPA for government and regulatory affairs representation,
scientific research, technical services, education, communications, and crisis

management.

NFPA member companies produce the incredible variety of foods available at your
local grocery store. These include processed and packaged fruits and vegetables, meat
and poultry, seafood, cereals, dairy products, drinks, juices, and other specialty items.
These products are made using a range oftechnologies including refr-'geration,
freezing, canning, dehydration, and aseptic manufacturing.

H.B. 110 is Unnecessary
H.B. 110 attempts to legislate that which is already permitted under FDA’s 1994

Interim Guidance on the Voluntary Labeling ofM ilk andM ilk Products From Cows
That Have NotBeen Treated With RecombinantBovine Somatotropin (attached).

BST is a naturally occurring hormone in all dairy cattle. Synthetic BST is an animal
hormone produced through biotechnology which is used to increase milk production in
dairy cows. While NFPA members are not producers of milk, they are purchasers of
milk and makers of dairy products. The food industry is vety supportive of
biotechnology and other scientific advancements. All food safety is assured through
sound scientific principals, and science tells us that milk derived from BST-trcated
cows is safe. Current law already enables voluntary labeling of rBST-free milk!

In addition to our beliefthat H.B. 110 attempts to legislate what is already available to
Alaska’s milk producers, NFPA strongly questions how this legislation could possibly
be enforced. Untreated cows produce milk which is scientifically indistinguishable
from supplemented cows and all milk contains trace levels of BST. H.B. 110 makes it
a class A misdemeanor to "sell, offer to sell...” mislabeled milk. This bill requires,
under threat of criminal sanction, that sellers of milk determine, that which the state is
unable to distinguish themselves, the difference between treated and untreated milk.

* POLICY . COMMUNICATION . JEDUC”AT.ON
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Furthermore, the bill ignores both the costs of attempted compliance and enforcement for the
state, milk marketers and producers. Ultimately, these increased costs will be bome by Alaska’s

consumers.

NFPA appreciates the opportunity to express our concerns regarding H.B. 110 and respectfully
urges you to oppose this legislation for the reasons stated above.

Sincerely,

Scott Riehl
Senior Director, Government Affairs

& Associate Counsel

POLICY COMMUNICATION EDUCATION
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*Centers for Dtoece* Control and
Prevention

Nsdonal Cttfctwod Lead Poisoning
Prevention Education Conference

The Nab'anal Canter for
Environmental Health (NCEH) of the
Centers for O iw m Control and
Prevention (CDQ sod tho Agency for
Tondc Substeoc* end D leew Registry
will convene tho following conference
cosponsored by the Maternal end Child
Hoeith Bureau. Health Resources and
Services Administration; National
Institute of Environmental Health
Sdencoe. NetionalJ Institutes of Hoeith;
Food and Drug Administration; National
Institute of Standard* and Technology;
Environmental Protection Agency;
Department of Housing and Urban
Development. Cnnmmer Product Safety
Commission; and Department of
Defense.

N aaii: Notional Childhood lead Kiiircjouxg
Prevention Education Confercs*c<T—Sulldiag
Donw Programs hi Lead Education.

Tiasnand dates;UO inW i pm.. March
9. IUSt; 8J0ajn.-r0:30p.nj.. Much 10.1994;
8:30s.ra-11 u |. March 11.1991.

Place: Atlanta Reneiejeoc* Hotel, $00 West
Peachtree Street NW.. Atlucs. Georgia

30308.

Status.' Open to tho public, limltad only by
the space available.

Purpoae: To bring together Federal. Stale,
end local entities Involved In ieed education
tothan Information on effective educettoo
program*. materiel*. end strategko. The
oonfvrwoco will eleo provide training on
planning. Implementing. end evaluating
educetJonal lead programs.

Matun lo hediscussed: Conference (op'«
to bodlscuteed include: (1) Conducting
neede eeseenoents. (2) developing jdela U d
objectives. (3) planning communication
strategies, (4) evaluating programs. (3)
reeching verted audiences. (6) risk
communications, (7) social marketing. (8)
coordinating efforts.' (9) public/private sector
Involvement, (10) assessing effectiveness,
sod (11) communicadng results.

Registration forms ire available from the
contactperson shown below.

Contactperron forw on Information: Niki
K«lter. Childhood load Poisoning Prevention.
Branch. PMsion of Environmental Hnsuds
end Health Effect* fP42), NCEH, CDC. 4770
Buford Highway,'ME.Chemblm, Georgia
30341, telephone 404/488-7330.

Dated: February 3,1994.

EMn Hityer.

Associate Directorfor Policy Coordination.
Centersfor Disease Controland Prevention

ICDC).
IPR Doc 94—3047 Pllod 2-9-94; 8:45 urn|

sauna cooc 4i«s.ie~M

CDC Advisory ComrofttaB on tire
Prevention of HIVtefaction; Meeting

In accordant* with section HM«)(2) of
tho Federal Advisory Committee Act
(Pub. L. 92-463), the O aten far Disease

Control and Prevention (CD Q
announces the following committee
meeting.

Name:CDC Advisory Camfflittoo 0o the
Pravantiea of HIV htriini

77jbo*and tkrtm :fcSOantr-ap n .
February 24.1994; fc30e a r | pan- Match
1.1994.

Place:Sheraton Century Caster Hotel. 2300
Century Boulevard. NK. Alisnu, Georgia

30343.
Stem s:Open t0 the public. Halted ooly by

the spece eniladle.

Purpose: This oonmitteo Ischarged wtth
advising UWDirector. CDC, regarding
objectives, atreesgUi. end priorities t0r HIV
prevention efforts including metotalning
eurveUJence of HIV kdectioo end AIDS, the
epidemiologicand laboratory study of HIV
end AIDS. Informstioo/odudttkm and risk
reduction activities designed Gprenut the
spread of HIV Infection. and other preventive
moesuree that became available.

Mmsenr [0 ho discussed: The cosuaitfeo
will continue to review the report* of the five
auboooBBinera which conducted an external
review of CDCi IflV prevention progm *.
They will also be updated oa current HTV
prevention activities. Agenda items ere
subject Gchange as prioritie* dictate.

Contortperron fornote information:
Coflnie CrwEoff, CaBBnitineAseietBOt. Office
of the Associate Obector far HTV/AIDS. CDC.
1000 cufkm Road. N8-, MellXop X
Atlanta. Georgia 30333. telephone (404) 639-

Oared: February 3,104,
EMaHllyer.
AacdottrDirectorforPolk* Coordination.
(%aDn(t:onfo r Disease Controland Prevention
(FR Doc. H4-3045Filed 2-9-94: «'43 am)

Hstiorml Ocmmftte# on VHaf and Hearth
Statistics; Ifotting

Pursuant to Public Law 92-463, the
National Center for HoOILh Statistics
(NCHS5), Centers for Disease Control and
Prevention (CDC). announce* the
following committee meeting.

Nome: National Committee on Vital and

Hoeith Statistics (NCVHS).

Timerand dalrr: Ip.m.-$p.m.. March 8,
1994: 9a.m.-3p.m., March 0,1994:9 s.rt.-
1p.m., March 10.1994.

Place: Room 703A-720A. Hubert H.
Humphrey Building. 200 Independence
Avenue. SW. . Washington. DC20201.

Status: Open.

Purpos*:Vie purpose of this roasting li (or
the committee to consider reports from eac
NCVHS subcommittee: toreoeive reports
from office* of the Department of Health and
Human Services; to eaplorn information

6279

needs for health reform; and to address new

business as approPriate. . .
Contort perron 1o r more inform ation:

Substantive program informatics tr well «*
aummarie* trfthe meeting and acoeterof
committee manben may be obtained from
Cell F. Fisher. PhD.. e Xecutive Secretary,

NCVHS. NCH3. mow 1100. Presidential

Building. «S2S Bekrest Road. H/yetisviIJe.

Maryland 20733. telephone 101/4)8-7060.
Dated: Fobruery 3, 1994.

EMnffltyar,
Associate Directorfo rPolicy Coordination,
OtnStftfir Disease Centraland Prevention
CDQ.

(FR Doc. 94-3046 Filed 2-9-94; 8-43sjbl|.

Food and Drug Admtotetnitton
(Docket No. *40-0023)

tnurfrn GuJdenoe on the Voluntary
LobMktg of MHk «<nd MUfcProducts
Front Cow™* That H*v» Mot Been
Treated Mffth Rooomhlnont Bovin*
8om«totropfn

AAfjrcr; Food end Drug Adnrinistratloa,
HHS.
action; Notice.

mJMUAfm The Food end Drug
Administration (FDA) is pubiiihinR
interim guidance on the labeling of mUc
and milk products from cows (hat have
not been treated with recombinant
bovine aaasetotropin. Several States end
industry end ooaeuroer rapteeentetfvee
haw requested guidance from FDA on
this issue. Thin interim guidance is
intended to respond to theee requests.
OATES; Written comments by March 14.
1994.

AOONXS8SS: Submit written common Is
on the interim guidance to tho Dockets
Management Branch CHFA-306K Food
and Drug Administration, rn. 1-23,
12420 Parkiswn Dr.. Rockville, MD
20857.

fon Fum m inpoamatmn contact;
Shellee A. Davit, Center for Food Safety
and Applied Nutrition (HFS-306), Food
and Drug Administration. 200 C 5u SW.,
Waahington DC 20204.202-205-4681.
tAIFOLAMCNTAAY MFOMIATIOM; On C.
November S. 1993, FDA approved a neiV'
animal drug application providing for
the subcutaneous use of sterile
eoraotribov* zinc su*peurion
(recombinant bovine somatotropin
(rbST) or a recombinant bovino growth
hormone (rbGH)) in (actsting dairy cows
to increaee (he production of marketable
milk (56 FR 59948. November 12. 1993).
FDA approved the product becaujn the
agency had determined after a thorough
review that rbST is safe and effective for
dairy cows, that milk from rbST-treated
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cows is ufo for human o-ununption.
and that production and use of the
product do not have a significant impact
on the environment. In addition, tho
agency found that there was no
significant difference between milk from
treated and untreated cows end.
tbateforo, concluded that under the
Federal Food. Drug, and Cosmatic Act
(the act), the agency did not have the
authority in this situation to require
apodal labeling foe milk from roST-
treated cow*. FDA stated, however, that
food companies that do not uao milk
from cows supplemented with rbST
may voluntarily inform consumer! 0 f
this fact in their product labels or
labeling, provided that any statements
made am truthful and not misleading.
Several States and industry and
cmuunrer representatives have asked
FDA to provide guidance on the Ubaling
ofmilk and milk products from cows '
that have not been trusted with rbST.

FDA agrees that, with the expiration
ofthe congiesaionid moratorium on the
commercial sale of AST on February 3.
1891, tho iaatiannn of guidance would
help prevent falsa or misleading claims
regarding rbST. FDA views this
document primarily as guidance to tho
States as they consider tha prop* -
regulation of rbST Labeling claims.
Given, tha traditional rola of the States
in overseeing milk production, tho
agency intends to rely primarily on the
enfarctOMNnI activities oftha interested
States to ensure that rbST labeling
claims are truthful and not misleading.
The agency is available (o provide
assistance f0 the States.

The guidance presented hare reflect*
FDA's interpretation of the act and may
be relevant to States' interpretation of
their own similar statute*. This
document does not bind FDA or any
State, and (t does not create or confer
any rights, privileges, benefits, or
immunities toror oa any persons.
Furthermore, this document refleas
FDA's current views on this matter.
FDA may reconsider its position at a
liter date In light of any comment* it
receives on this guidanon document.

Interested persona may. on or.before
March 14.1994, submitto the Dockets*
Management Branch (address above)
written comments on tha interim
guidance. Two copies ofany comments
are to be submitted, sxcspt that
individuals may submit one copy.
Comments are to be Identified with the
docket number found In brackets fit the
heading of this document. Received
comments may be seen in the office
above between 0 am. and 4 p.m..
Monday through Friday.

The text of the interim guidance

follows:

Interim OuMenoe on the Voluntary LaoeUng
OthHIfcand Met Products From Cows That
Hove Not *000 Treated Wtfi Recombinant

Bovine Somatotropin

Appropriate Lahetiag SuKronen

At the Federal level. statement* about AST
In tha Ubaling of food shipped in interstate
commerce would bs reviewed under eectioe*
403(a) and 201 (n) of the act Under section
403(a) of th« act. a food Is misbranded If
statements on Its label or in Ms labeling an
false or misleading In any particular, tinder
section 201(a), bosh tea  -vtcsoa and the
absence of information **. teWsnt lo
whether labeling U misleadint. That la,
Ubelief may be misleading if it foils to
disclose fucia (hat ate material la light of
representation* made ubout a product or fact*
that era material with rasped 10 the
oooeequancM that may result foam um ofthe
prodUcl Thu*, canals Ubaling statements
ebout tha use of AST may bs misleading
unleu they are accompanied by additlona)
Information. This guioaace la baaed 00 the
um of tbs foiM or mUlaadtng standard in the
Federal law. which la Intw panit«d In many
Stales' food and drug laws. W may aUo
have additional authorities that ate relevant
In requUdng such claims.

Because of the preesnc* of nature) bST In
milk, do milk i* “hST-fraa." and a “bTT-fr**
labeling statement would be false. Also. FDA
is coootrocd that the term “AST free" may
Imply acompositional difference between
milk from treered and uncreated cows rather
than a difference In As way As milk I*
Eroduced, instead, (he concept would better

e formulated a* "from cows not treated with
AST* or A other similar way*. However,
«veo such a itattmenl. which aieerti Aat
AST baa not bean used A As production of
the subject milk, hsi As potential to be
misunderstood by ooosuom. Without
proper context, such statement* could be
misleading. Such unqualified statement* may
imply that mil* from untreated cow™ la aafar
or of higher quality than milk from treated
cow*. Such aa Implication would bo foie*
and misleadin%.

FDA believe* such mleUeding Implications
could beet be avoided by A» uea of
accompanying Information that puts Ae
statement In e proper context. Proper context
could be achieved in e number of different
ways. Forexample, accompanying the
statement “from cow* cot treated wtA AST"
wIA the statement that "No significant
difference has been shown between milk
derived from AST-treated sod oori-rbST-
treated cow*” would put Ae claim in proper
context. Proper context could alao be
achieved by conveying the firm's reasons
(oArr (ban safety or quality) for choosing do*
to use milk bum cows created wiA AST. ae
icog aathe label la truAful and
noarelaleading.

State* should evaluate soy labeling
statement about AST A tho cootax|of Ac
complete label and all labeling for Ao
product, aawell u of sny advertising for Aa
product. Available data 00 consumer*'
perception* of Ae label stetesrantt could alto
be used to determine, wheAsr s statement it

misleading.
Substantiation of | abating Claire*

Federal Register / Vol. 50. No. 28 / Thursday. February 10. 1994 | Notices

There It currently no w*y to differentiate
analytically between niturally occurring hST
and recomotnant hST la milk, nor are them
any mssourMa Compositional differsne*x
between mi k from oow* that receive
suppietnotv il hST and milk from cow* that
do not. The afore, to ensure that claim* that
milk comer {root untreated cows arc valid.
States coul J require that firm* Aat uao such
claim* establish a plan and maintain record*
to substantiate tho claims, and mako Aon*
record™* available for Inspection by regulatory
official*. The producer of a product lab*lad
with AST claims ihautd bs Ale to
demonstrate that all milk-derived ingredients
A Ae product are from cows not treated wlA
AST. Failure somaintain records would
make It difficult fora firm to defend Itself in
Ae foca of circumstantial evidence that il it
using AST or selling milk from trailed cows,
tnusome situation* (eg.. dairy cooperative®
that only procees milk from untented cows).
States may decide that affidavits from
Individual farmer* and processorsaro
adequate to document that milk or milk
product* received by the firm were from
untreated oow*.

5utM should consider requiring that Cmu
that uea etststDtntf Indicating that Amr
product is "certified" a* not from cow*
treated wiA rbST he participant* in a Alrd
party oartlficttlon program to verify that the
oow* bare not been injected witb AST.
State* Could m | to ensure that certification'
programs cootain the followingelraenu:
Participating dairy herds thouid conaiat of
animals Aat have not been supplemented
wiA AST. The program thouid be able (0
track each oow In tM herd over time. Milk
from non-AST hards should be kept separate
from other milk by a physical segregation,
verifiable by a valid paper trail, throughout
Ae transportation and proceriing step* until
the finished milk or dairy product is In fiosl
packaged fans in a labeled container. The
physics] handling and r#oocdie*pm«
provislona oftuch a program would be
necessary not beau** 0 fany safety concern*
about milk from treated cow* but to ensure
Aat Ae labeling of the milk I*not felae or
misleading.

Dat»cL February 17.1994.

Michael ft. Taylor.
Deputy CommissionaT for Policy.
(FRDoc 943214 Filed 2-6-94:9:27 atel
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Indian Health Snorlco

Tribal Management Program for
Ajtwrktin tndtana/Ataofca NoAkm:
Grants Application Announcement

AQCNCYt Indian Health Service, HUS
action; Notice of competitive grant
applications for tribal managoment
grants for American Indian*/Alaska
Natives.

SUMMARY; The Indian Hoe] A Service
(IKS) announce* A at competitive gram
applications are now being accepted for
Tribal Mansgeraont Grants for Amorican
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March 15,1999

To Whom It May Concern;

Alaska is well known for its beauty, majestic nature, and clean environment As an
Alaska Dairy fanner, 1too, enjoy the clean and healthy environment that Alaska has. Our milk
products arc free from the pressures ofthe lower 48 stares. Here we do not have to compete with
the milk market demand, there is not enough milk! And down there, there is too much, making
each farmer having to produce as much milk from each cow as it can. Thus along came BST and
the list of hormones and drugs to induce the animal to produce more milk will continue to go on

and on!

This is why we support HB 110! Alaska needs to be able to sell its agricultural products
in the manner that it is produced When we farmers work so very hard, and put so much pride in
what we produce, there should be a way to put such a label on itas to ensure the consumer that
what they aIC feeding their children is clean and pure. I am sure that if a survey was put out
today, this would be an overwhelming response ofsupport!

I thank all that arc involved with HB 110, as this is the first recognition for a fanner
making a good product, versus a corporate farm factory trying to get every penny it can...from

whomever it can get it from.

Craig and I would be happy to help you in any advisory way that we can be to you.
Again, thank you for caring!

Respectfully yours, VAR 1 51999

& Vicki L. Trytten



Alaska ">State Heg&lature
REPRESENTATIVE JOHN HARRIS

District 35 - Valdez, Coi lova, Whittier, Glonnallen, Delta Junction, Tatitlek, Kenny Lake, Paxson, Gakona, Chenega Bay

MEMORANDUM March 5, 1099

To: Representative Norman Rokeberg, Chair
House Labor and Commerce Committee

From: Representative John Harris

Subject: Request to schedule HB 110

As HB 110 was introduced last week and referred to the Labor and Commerce
committee, 1am by this memorandum requesting that you schedule it for a committee
hearing as soon as your calendar will allow. HB 110 is a consumer protection bill
relating to the “pull-date” on milk and lo the use of synthetic hormones in milk and meat.
A more complete explanation of the bill is included in the attached sponsor statement. If
you have questions about this bill or this request, please contact me or a member of my
staff. Thank you for your expeditious attention lo this request.

Co-Chair: Community and Regional Affairs Commitlee; Member. Resources, Labor and Commerce, Oil and Gas, Fisheries and Regulation Review
Session: Slate Capitol, Juneau, Alaska 99801-1182 « Phone: (907) 465-1859 Fax: (907) 465-3799
Interim: P.O. Box 1245, Valdez. Alaska 99686 « Phono (907) 835-2836 Fax: (907) 835-3732



" FISCALNOTE

STATE OF ALASKA BELL NO. HB 110

1999 LEGISLATIVE SESSION

Revision Date/Time (Note if correction) Dept. Affected DEC

Title Milk and Meatlabeling___ BRU Division of Environmental Health
_Component Food Safety and Sanitation

Sponsor Harris

Requester  (H) L&C Component Serial No. 2343

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

SO ODOoOCDOoCOO

Do o

OPERATING EXPENDITURES FY2000 FY2001  FY2002 FY2003 FY2004 FY 2005
Personal Services 0.0 0.0 0.0 0.0 0.0
Travel 0.0 0.0 0.0 0.0 0.0
Contractual 0.0 0.0 0.0 0.0 0.0
Supplies 0.0 0.0 0.0 0.0 0.0
Equipment 0.0 0.0 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0
Grants & Claims 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 00 0.0 0.0
CAPITAL EXPENDITURES 00 0.0 0.0 0.0 0.0
CHANGE IN REVENUES ( ) 00 0.0 0.0 00 0.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0
1037 GF/Mental Health 0.0 0.0 0.0 0.0 0.0
Other (Specify Type) 0.0 0.0 0.0 0.0 0.0
TOTAL 00 00 0.0 0.0 00
Estimate of any current year (FY99) cost: 0.0
POSITIONS
Full-time 0 0 0 0 0
Part-time 0 0 0 0 0
Temporary 0 0 0 0 0
ANALYS|S (Attach a separate page if necossary)
Prepared by  Janice Adair, Director Phone  269-7644
Division Division of Environmental Health Date/Time 3/10/99 11:39 AM
Approved by~ Commissioner  \]+2,u (v Date +qta+3
Agency Department of Environmental Conservation B

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
Page 1ofl
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REPRESENTATIVE JOHN HARRIS

District 35 - Valdez, Cordova, Whittier. Glennallen, Delta Junction, Tatitlek. Kenny Lake, Paxson, Gakona, Chenoga Bay

Sponsor Statement

HB 110

“An Act relating to the sale, offer to sell, and labeling
of fluid milk, meat, and meat products.”

This bill makes two consumer-oriented changes to state statutes that govern the sale of
milk and meat.

First, it would require that milk marketed in Alaska be clearly labeled with a “pull date”
that is 18 days after the milk was pasteurized. The pull date is the date on which the milk
should be removed from the grocers’ shelves. Properly cared-for milk should not go sour
for about a week after its pull date, the maximum period of time it normally would take a
consumer to use the milk after purchase.

Every state has a labeling requirement for fresh milk, generally varying between 12 and
18 days. To bring Alaska consistent with Washington state, from which much of the
milk on Alaska supermarket shelves comes, HB 110 proposes an IS day pull date.

The second part of HB 110 responds to changing consumer interests by allowing more
naturally-produced consumer goods, such as milk, meat and meat products, to be labeled
as “not induced by synthetic hormones” if such hormones have not been used. Alaskan
consumers are becoming increasingly health-conscious about what they are eating, and
synthetic hormones used by some milk and meat producers are right up near the top of
the list of suspected links to cancer. The consumer should be given a clear choice, but
currently has no way of knowing whether milk, meat and meat products contain synthetic

hormones.

Co-Chair: Community and Regional Affairs Commiltoo; Member: Resources, Labor and Commerce, Oil and Gas, Fisheries and Regulation Roviow
Session: Stato Capitol, Juneau. Alaska 99801-1182 « Phono: (907) 465-4859 Fax: (907) 465-3799
Interim: P.O. Box 1245, Valdez, Alaska 99686 ¢ Phorio (907) 835-2836 Fax: (907) 035-3732



&lagfea Ji>ttite legislature
REPRESENTATIVE JOHN HARRIS

District 35 - Valdez, Cordova. Whittier, Glennallen, Delta Junction, Tatitlek, Kenny Lake, Paxson, Gakona, Chenega Bay

Sectional Analysis

HB 110

“An Act relating to the sale, offer to sell, and labeling
of fluid milk, meat, and meat products.”

Sec. | makes a technical addition to the powers and duties of the commissioner of
environmental conservation under the Alaska Food, Drug, and Cosmetic Act (Title 17) lo
accommodate additions made in section 2.

Sec. 2 adds two new sections to Title 17.

The first (17.20,013) would require that containers for fluid milk offered for sale be
stamped with a “pull date” 18 days from the date the milk was pasteurized.

The second new section (17.20.015) would allow the producers of milk, meat, and meal
products that have been produced without the use of synthetic hormones to label the

product accordingly.

Sec. 3 adds language to the “penalty” section of AS 17.20 to make it a class A
misdemeanor to violate any of the provisions added by section 2.

Co-Chair: Community and Regional Affairs Committee; Member; Rosources, Labor and Commerce, Oil and Gas, Fisheries and Regulation Review
Session: State Capitol, Juneau, Alaska 99801-1182 « Phono; (907) 4G5-4859 Fax: (907) -165-3799
Interim: P.O. Box 1245, Valdez, Alaska 99686 « Phone (907) 835-2836 Fax: (907) 835-3732



INTERNATIONAL HEALTH NEWS

Editor/Publisher: Hans R. Larsen Mac ChE

Milk and the Cancer Connection

With complete references for researchers

by Hans R. Larsen, MSc ChE

On January 23, 1998 researchers at the Harvard Medical School released a major study providing
conclusive evidence that IGF-1 is a potent risk factor for prostate cancer. Should you be concerned? Yes,
you certainly should, particularly if you drink milk produced in the United States.

IGF-1 or insulin-like growth factor | is an important hormone which is produced in the liver and body
tissues. It is a polypeptide and consists of 70 amino acids linked together. All mammals produce IGF-1
molecules very similar in structure and human and bovine IGF-1 are completely identical. IGF-1 acquired
its name because it has insulin-like activity in fat (adipose) tissue and has a structure which is very similar
to that of proinsulin. The body's production of IGF-1 is regulated by the human growth hormone and peaks
at puberty. IGF-1 production declines with age and is only about half the adult value at the age of 70 years.
IGF-1 is a very powerful hormone which has profound effects even though its concentration in the blood
serum is only about 200 ng/mL or 0.2 millionth of a gram per milliliter(M).

IGF-1 and cancer
IGF-1 is known to stimulate the growth of both normal and cancerous cells(2,5). In 1990 researchers at

Stanford University reported that IGF-1 promotes the growth of prostate ce!ls(2). This was followed by the
discovery that IGF-1 accelerates the growth of breast cancer cells(6-8). In 1995 researchers at the National
Institutes of Health reported that IGF-1 plays a central role in the progression of many childhood cancers
and in the growth of tumours in breast cancer, small cell lung cancer, melanoma, and cancers of the
pancreas and prostate(9). In September 1997 an international team of researchers reported the first
epidemiological evidence that high IGF-1 concentrations are closely linked to an increased risk of prostate
cancer(10). Other researchers provided evidence of IGF-1s link to breast and colon cancers(10,l 1).

The January 1998 report by the Harvard researchers confirmed the link between IGF-1 levels in the blood
and the risk of prostate cancer. The effects of IGF-1 concentrations on prostate cancer risk were found to
be astoundingly large - much higher than for any other known risk factor. Men having an IGF-1 level
between approximately 300 and 500 ng/mL were found to have more than four times the risk of
developing prostate cancer than did men with a level between 100 and 185 ng/mL. The detrimental effect
of high IGF-1 levels was particularly pronounced in men over 60 years of age. In this age group men with
the highest levels of IGF-1 were eight times more likely to develop prostate cancer than men with low
levels. The elevated IGF-1 levels were found to be present several years before an actual diagnosis of
prostate cancer was made(12).

The evidence of a strong link between cancer risk and a high level of IGF-1 is now indisputable. The
guestion is why do some people have high levels while others do not? Is it all genetically ordained or could
it be that diet or some other outside factor influences IGF-1 levels? Dr. Samuel Epstein of the University
of lllinois is one scientist who strongly believes so. His 1996 article in the International Journal ofHealth
Sciences clearly warned of the danger of high levels of IGF-1 contained in milk from cows injected with
synthetic bovine growth hormone (rBGH). He postulated that IGF-1 in rBGH-milk could be a potential
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risk factor lor breast and gastrointestinal cancers(13).

The milk connection
Bovine growth hormone was first synthesized in the early 1980s using genetic engineering techniques

(recombinant DNA biotechnology). Small scale industry- sponsored trials showed that it was effective in
increasing milk yields by an average of 14 per cent if injected into cows every two weeks. In 1985 the
Food and Drug Administration (FDA) in the United States approved the sale of milk from cows treated
with rBGH (also known as BST) in large scale veterinary trials and in 1993 approved commercial sale of
niiitk from rBGH-injected cows( 13-16). At the same time the FDA prohibited the special labelling of the
milk so as to make it impossible for the consumer to decide whether or not to purchase it( 13).

Concerns about the safety of milk from BST-treated cows were raised as early as 1988 by scientists in both
England and the United States( i4.15,17-22). One of the main concerns is the high levels of IGF-1found in
milk from treated cows; estimates vary from twice as high to 10 times higher than in normal cow's

milk( 13,14,23). There is also concern that the IGF-1 found in treated milk is much more potent than that
found in regular milk because it seems to be bound less (irmly to its accompanying proteins( 13). The
concerns were vigorously attacked by consultants paid by Monsanto, the major manufacturer of rBGH. In
an article published in the Journal ofthe American M edical Association in August 1990 the consultants
claimed that BST-milk was entirely safe for human consumption( 16.24). They pointed out that BST-milk
contains no more IGF-1 than does human breast milk - a somewhat curious argument as very few
grown-ups continue to drink mother's milk throughout their adult life. They also claimed that IGF-1 would
be completely broken down by digestive enzymes and therefore would have no biological activity in
humans(16). Other researchers disagree with this claim and have warned that IGF-1 may not be totally
digested and that some of it could indeed make its way into the colon and cross the intestinal wall into the
bloodstream. This is of special concern in the case of very young infants and people who lack digestive
enzymes or suffer from protein-related allergies(13,14,20,22,25).

Researchers at the FDA reported in 1990 that IGF-1 is not destroyed by pasteurization and that
pasteurization actually increases its concentration in BST-milk. They also confirmed that undigested
protein could indeed cross the intestinal wall in humans and cited tests which showed that oral ingestion of
IGF-1 produced a significant increase in the growth of a group of male rats - a finding dismissed earlier by
the Monsanto scientists(25). The most important aspect of these experiments is that they show that IGF-1
can indeed enter the blood stream from the intestines - at least in rats.

Unfortunately, essentially all the scientific data used by the FDA in the approval process was provided by
the manufacturers of rBGH and much of it has since been questioned by independent scientists. The effect
of IGF-1 in rBGH- milk on human health has never actually been tested and in March 1991 researchers at
the National Institutes of Health admitted that it was not known whether IGF-1 in milk from treated cows
could have a local effect on the esophagus, stomach or intestines(26,27).

Whether IGF-1 in milk is digested and broken down into its constituent amino acids or whether it enters
the intestine intact is a crucial factor. No human studies have been done on this, but recent research has
shown that a very similar hormone, Epidermal Growth Factor, is protected against digestion when ingested
in the presence of casein, a main component of milk( 13,23,28). Thus there is a distinct possibility that
IGF-1 in milk could also avoid digestion and make its way into the intestine where it could promote colon
cancer( 13,22). It is also conceivable that it could cross the intestinal wall in sufficient amounts to increase
the blood level of IGF-1 significantly and thereby increase the risk of breast and prostate cancers(13,14).

The bottom line
Despite assurances from the FDA and industry-paid consultants there are now just too many serious
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questions surrounding the use of milk from cows treated with synthetic growth hormone to allow its
continued sale. Bovine growth hormone is banned in Australia, New Zealand and Japan. The European
Union has maintained its moratorium on the use of rBGH and milk products from BST- treated cows are
not sold in countries within the Union. Canada has also so far resisted pressure from the United Stales and
the biotechnology lobby to approve the use of rBGH commercially. In light of the serious concerns about
the safety of human consumption of milk from BST-treated cows consumers must maintain their vigilance
to ensure that European and Canadian governments continue to resist the pressure to approve rBGH and
that the FD.A in the United States moves immediately to ban rBGH-milk or at least allow its labelling so
that consumers can protect themselves against the very real cancer risks posed by IGF-1.
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MEMORANDUM March 5, 1999

To: Representative Norman Rokeberg, Chair
House Labor and Commerce Committee

From: Representative John Harris *

Subject: Request to schedule HB 110

As HB 110 was introduced last week and referred to the Labor and Commerce
committee, I am by this memorandum requesting that you schedule it for a committee
hearing as soon as your calendar will allow. HB 110 is a consumer protection bill
relating to the "pull-date™ on milk and to the use of synthetic hormones in milk and meat.
A more complete explanation of the bill is included in the attached sponsor statement. If
you have questions about this bill or this request, please contact me or a member of my

staff. Thank you for your expeditious attention to this request.

Co-Chair; Community and Regional Affairs Committee; Membor. Resources, Labor and Commerce, Oil and Gas. Fisheries and Regulation Roviow
Session; State Capitol, Juneau, Alaska 99801-1182 « Phon:; 5909 165-4859 Fax: ;907} 465-3799
Interim: P.0. Box 1245, Valdez, Alaska 99686 + Phone (907) 835-2836 Fax: (907) 835-3732



FISCAL NOTE

STATE OF ALASKA BELL NO. HB 110

1999 LEGISLATIVE SESSION

Revision Dale/Time (Noto ifcorrection) Dept. Affected DEC
Title Milk and Meat labeling BRU Division of Environmental Health
Component Food Safety and Sanitation

Sponsor Harris

Requester (H) L&C Component Serial No. 2343

Expenditures/Revenues (Thousands of Dollars)

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

OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002  FY 2003  FY 2004  FY 2005

Personal Services 0.0 0.0 0.0 0.0 0.0 0.0

Travel 0.0 0.0 0.0 0.0 0.0 0.0

Contractual 0.0 0.0 0.0 0.0 0.0 0.0

Supplies 0.0 0.0 0.0 0.0 0.0 0.0

Equipment 0.0 0.0 0.0 0.0 0.0 0.0

Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0

Grants & Claims 0.0 0.0 0.0 0.0 0.0 0.0

Miscellaneous 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0

1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0

1004 GF 0.0 0.0 0.0 0.0 0.0 0.0

1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0

1037 GF/Mental Health 0.0 0.0 0.0 0.0 0.0 0.0

Other (Specify Type) 0.0 0.0 0.0 0.0 0.0 0.0

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY99) cost: 0.0

POSITIONS

Full-time 0 0 0 0 0 0

Part-time 0 0 0 0 0 0

Temporary 0 0 0 0 0 0

ANALYSIS:  (Attach a separate page if necessary)

Prepared by  Janice Adair. Director Phone  269-7644

Division Division of Enviiwriniental Health Date/Time 3/10/99 11:39 AM

Approved by  Commissioner  (\j Date

Department of Environmental Conservation

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office
Page 10f1
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HOUSE COMMITTEE REPORT

(7)
Date Referred to Committee: February 26, 1999 FURTHER REFERRALS: Finance

Date of Committee Action: ITlaaj A,

The LABOR AND COMMERCE Committee considered: HB 117

HOUSE BILL NO. 117 ALASKA SCIENCE & TECHNOLOGY FOUNDATION

"An Act relating to grant procedures of the Alaska Science and Technology Foundation."

re,commepcﬁs it be re(Placed _ - v same title
with the Tollowing committee substitute 1~7 Ci-i-0 [ Janew ride

{ ] additional referral to Committee

f | attached amendments)

ADOPTS: Letter of Intent

ATTACHES NEW FISCAL NOTE(s): (@, APPROVES PREVIOUS: (EWpt/Dx)

I/f"iiscal note(s) T)Cf-l) . Lft U ( ] fiscal note(s)

Sr-

[ Jzero fiscal note(s) [ ] zero fiscal note(s)



A LASKA STATE LEGISLATURE
HOUSE LABOR AND COMMERCE COMMITTEE

Representative Norman Rokeberg, Chairman
Representative Andrew Halcro, Vice-Chairman
Representative John Harris

Representative Lisa Murkowski
Representative Jerry Sanders

Representative Tom Brice

Representative Sharon Cissna

MEMORANDUM
To: Legislative Drafter, HB 117, LS0497\D
From: Janet Seitz, Committee Staff

House Labor Si Commerce Committee

Date: May 5, 1999

RE: Committee Changes to HB 117

State Capitol

Juneau, AK 99801-1182
Telephone: (907)465-4954
Fax: (907)465-2040

Please prepare a Labor Si Commerce final CS for HB 117 as follows:

Page 2, line 7, delete "shall" and return to "may" . This would return to

original language as currently contained in the statute.

Page 2, line 11 after "annual" delete "certified"

Page 2, line 12 after "has occurred” insert "until the obligation is satisfied or

ceases to exist."

Page 2, lines 15-25 - Delete Section 3 and Section 4.

With the exception ofthe last amendment , all were adopted as "conceptual”

amendments.

If you have any questions, please contact me at 4954. Thank you.
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HOUSE BILL NO. 117
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - FIRST SESSION

BY REPRESENTATIVE BUNDE

Introduced; 2/26/99
Referred: Labor and Commerce, Finance

"An

A BILL
FOR AN ACT ENTITLED

Act relating to grain procedures of the Alaska Science and Technology

Foundation."

BE

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.17.090(b) is amended to read:

HBO11l7a

(b) Except for grants under AS 37.17.225, grant proposals must be submitted
for impartial and competitive 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 authorized under
AS 39.20.180. The identity of members of a peer review panel is confidential until
final action is taken by the board on the grant proposal. The board shall consider the
recommendations of the panel in deciding whether to award a grant. The board may
exempt grants of $5,000 or less from peer review. The board may appoint board
members to perform the peer review of grant proposals under $20,000 if hoard

members are recognized impartial experts in the relevant areas.

-1- HB 117
Mew TexC Underlined (DELETED TE\'T BRACKETED]



1-LS0497VD

* Sec. 2. AS 37.17.090(g) is amended to read:

1
2 (g) As a condition of all grants awarded under AS 37.17.010 - 37.17.110 or
3 37.17.225, the board of directors shall require that a fair and reasonable return to the
4 foundation, as determined by the board, from the revenue, economic value, or profits
5 derived by the grantee from the grant project be paid into the principal of the
6 endowment, subject to AS 37.07. To secure payment of sums owed to the foundation
7 under a grant agreement, the foundation <me_[MAY] take a security interest in
8 (ANDJ own patents, copyrights, and other intellectual property that are developed as
9 part of the grant project after the grant is awarded. The foundation shall
10 periodically notify grantees in writing of their repayment obligation under this
11 subsectionj®*and shall require grantees to submit annual cepdftgH”Tir.ancial
12 statements until repayment has occurredjj*The foundation shall request the
13 assistance of the attorney general in enforcing the repayment provisions ofa grant
14 agreement when other efforts by the foundation have not had satisfactory results.
* Sec. 3. AS 37.17.090(i) is amended to read:

(i)\A grant may include money to obtain equipment. The equipment is the
property of tire foundation. Subject to (1) of this section, at [AT] the termination of
the grant, the equipment shall be disposed of ~th e discretion of the board.

* Sec. 4. AS 37.17.09CKis amended bvaddlusfa new subsection to read:
(1) Each grant agi“enieintmtiSt provide that, if the business of a grantee fails
during the grant pen'ocHbrffinHg the repayment period for the grant, and if equipment
22 that was purchase(Wirwhme\)r in part with grant money is sold before or after the
23 failure, the proceecb/of the sale\up to an amount that equals the state's share of the
24 original purchase price for *he equipment, are state money and shall be paid into the
25 principal offthe endowment, subject to AS 37.07.
-fa64U f
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Talking Points on HB 117
HB 117 makes two changes to ASTF's statute.

Reviews of Projects under $20 K

Lines 12-15 require ASTF to have written peerreviews ofprojects of small grants
under $20 K. Since the February 1999 meeting the Board has filled out three
written reviews or staff has found outside reviewers. This amendment would
codify existing practice that ASTF pledged to documentin response to the 1998

LB& A audit.
Mandates ASTF to hold Intellectual Property

Section 2 lines 7-14 would require ASTF to file security interests in intellectual
property or own patents, copyrights, or other intellectual property to be developed
by ASTF funding. There would be no discretion by ASTF in implementing this
provision with ASTF incurring legal expenses no matter what the size of the
projector how small ASTF'srole was in the overall project.

ASTF has four concerns about this change.
1. ASTF already has sufficient authority to require repayments.

State law already requires audits for any organization expending over $300
K inasingle year. ASTF furtherrequires certified financial statements of
fees and revenues during the project and requires an audit when more than
$50 K in ASTF funds have been spent. Perthe grant agreement, ASTF has
authority to require audits for any project and can waive the requirementfor
smaller projects if there is no reason to believe funds have not been spent as

budgeted or fraud is suspected.

The standard terms and conditions of the Grant Agreement (see attached
sections 27-29) which all grantees sign allows ASTF audit and inspection
rights for five years to ensure adequate reporting on the repayment
obligation and requires thatno IP be transferred to a third party without
ASTF approval. Section 27 (b) gives ASTF the right to take security
interests in IP but this provision is not exercised in smaller projects, is
eliminated in non-proprietary. Science projects, and not exercised unless



the expense isjustified. The thinking of the ASTF attorney and the Board
behind ASTF's tough stance on these standard terms and conditions is to

give the state the maximum ability for accountability and then waive the

exercise ofthose tough measures unless ASTF decides they are required.
Changing “may” to “shall" in the ASTF statute would remove this

discretion from ASTF management.

There are no incidents yetofgrantees not cooperating in providing
inform ation to assess their obligation or refusal to pay.

The standard repayment provision since the 1995 statute change is 5% of
gross revenue up to 1.5 times the amount of the grant. (Science or
Knowledge projects do not de\elop intellectual property so no repaymentis
required.) There have heen a couple of voluntary repayments not owed
underthe pre-1995 grant agreement that allowed only royalty payments.

In short, there isno problem to solve with this change.

ASTF recognizes that more stafftime is required to fully monitor repayment
obligations but the issue is stafftime not grantee compliance.

Changes the Role of ASTF and the Private Sector

The Board and staffof ASTF believes mandating state ownership of
intellectual property would discourage most entrepreneurs and business
people from working with us.

The draft bill would require entrepreneurs to define and protect the state of
ownership ofthe intellectual property at the start ofthe process and to
distinguish that property from whatis developed during the project. Since
ASTF funds both pre-patent and post-patent work distinguishing two sets of
ownership from pre and post-ASTF funding would create extra expense and
additional management issues due to differential ownership.

In many cases ASTF isasmallerportion ofalargerprojectand the ASTF
investment necessary to complete financing does notjustify ASTF
ownership of the technology. We require investors to match our investment
with cash and in-kind; if they have to give ownership of the technology to



ASTF as well, the initiative would passto ASTF from where it needs to
be— with the business.

There are many issues in managing intellectual property (IP) such as the
status of [P priorto project funding, the expense offiling outside the U.S.,
exclusive vs. non-exclusive licensing, and protecting with patents versus
trade secrets. ASTF reviews the intellectual property plans and expenses of
aproject butwe think itis areal mistake to position the state as holder and
implied decision-maker for the intellectual property. Those decisions
rightly rest in the private sector.

We think that engaging the private sectorin taking more technical risk to
address Alaska opportunities is best served by having ASTF in the role of
cM-financing entrepreneurs rather than the role of government contractor,
ASTF is co-financing R& D and the management of that fiduciary
responsibility require different risk management than the state would
require ofvendors selling proven products to the state. Financing research
and developmentis an early stage, higherrisk venture and most firms view
itas along-term expense. Requiring ASTF to hold security interests or
ownership in the intellectual property R& D moves the issue of
administration and implementation from the private sector to govern.nent
and diffuses responsibility for the success ofaproject. Why should a
business take initiative to develop and protect IP if ASTF owns the IP
rights? And since R& D usually takes longer and costs more than originally
predicted, when an entrepreneur faces needing more cash or effort to
succeed then ASTF ownership provides an additional disincentive to invest
furtherin technology ASTF owns. ASTF isin its properrole when itstays
clearly on the fiduciary side of the table holding the project manager
responsible for benchmarks and project success rather trying to make
managementdecisions and diffusing responsibility.

According to the State Science and Technology Institute of Columbus Ohio
which tracks state technology programs, no other state technology program
Is known to require the state to own or have security interests in the
intellectual property in funded project. Like Alaska, most state programs
are aimed atdeveloping the technical capability of the private sectoror
launching technology-based businesses notin positioning the state to have
an ownership position in the assets of technology-based firms.

3



3. ASTF having security interests in the IP will discourage investors from
financing technology-based firms.

In most cases, entrepreneurs need to find investors to finance the next stage
oftheirbusiness. Investors wantclear title to IP and the prospectof a state
ownership of the intellectual capital would complicate the control of assets
and clear management. The resultwould be to discourage next stage

investment.

4, Paying for patents and registering ASTF as a security interest makes
mandatory a decision that is only cost effective on a case-by-case

assessment.

Paying for intellectual property protection and security interests is a
significant expense that should be made only on a case-by-case basis. If the
state were to be mandated to own intellectual property, then the business has
few incentives to file for patents or try to file for foreign rights. We want
the decision on protecting IP to be a business decision of the project made
by the entrepreneur with ASTF and not mandated by the state. ASTF
already has anumberofhooks to protectits fiduciary interests during the
project. These include monitoring performance on established benchmarks
to see if further payments are warranted, ownership ofall ASTF-funded
equipmentin ASTF's name until the Board disposes of equipment at the
Final Report, and afinal 10% hold back of ASTF funds until Board

acceptance of Final Report.

In the past two years there have bheen two projects of sufficient size and risk
sO ASTF paid the $10-20K legal expenses to register ASTF's security
interest in the patents. (These are ASTF side only expenses and do not
include the much larger patenting expenses from the entrepreneurs to
protect the intellectual property.) By requiring ASTF in every case to
register its interest in existing patents and patents to be developed,
additional costs would bhe mandated that in many cases are notjustified by

the size or stage ofthe project.
Jamie Kenworthy

Exec. Dir. ASTF
May 4, 1999



glaslui g>tatc legislature

DURING INTERIM

(907 4653&71
HﬁEp?AWﬁd«mﬁiwmorg/Bume.Hm Representative Con Bunde Roprescriaiive_Con Bundo0 |€giS.S|8JE._EgkIALll§
District 18
VICE-CHAIR: HOUSE FINANCE QCOMMITTEE
VEVBER LEGSLATIVE BUDGET &ALDIT COVMITTEE

Sponsor Statement
HB 117

"An Actrelating to grant procedures ofthe Alaska Science and Technology
Foundation”

HB 117 is being proposed in response to A Special Report on the Department of
Commerce and Economic Development, Alaska Science and Technology Foundation,
Grant Procedures; completed by Legislative Budget and Audit (084589-99) and released

September 30, 1998.

The purpose of the audit was to determine the adequacy and reasonableness of ASTF
grant procedures, both as they applied to grant proposals in general, and to determine if
assets purchased with ASTF grant funds are disposed of at the end of the grant in an

appropriate manner.

HB 117 forces the ASTF to comply with some of the findings and recommendations of
the September 30, 1998 audit. This proposed legislation would allow board members to
perform peer reviews of grant proposals under $20,000 by board members if the board
members are recognized as impartial experts in the relevant areas. Currently, ASTF only
submits grant proposals over $20.000 for peer review from board members.

HB 117 also requires the state to take a security interest in patents, copyrights and other
intellectual properties that are developed as part of the grant project. Under this
provision the grantees also must submit an annual certified financial statement until
repayment (if required by grant provisions) of the grant has occurred (see audit
recommendation # 3).

This proposed legislation would help the Alaska Science and Technology Foundation
move forward using good business practices. The work that the Foundation does is
important to Alaska and its future. However the ASTF is overseeing large amounts of
state money and must be accountable. Good business practices will assure a strong future
for the Alaska Science and Technology Foundation.

Thank you for your consideration of the legislation. | urge the committee's favorable
response.
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ASTF should implement procedures to ensure it is receiving all the repayment to \vhich it is
entitled. Such procedures could include having ASTF send letters to past grantees reminding
them that they agreed to submit repayments when they accepted grant funds, or requiring
audited financial statements on a predeteimined lime frame. The foundation could also take
legal action if it believes a noncompliant grantee is receiving profits from which ASTF is

entitled to repayment.

Recommendation No. 4

The legislature should consider amending ASTF’s peer review statute to reflect the
foundation’s current practice.

Alaska Statute 37.17.090(b) requires that all grant proposals for over $5,000 must be
submitted for impartial and competitive peer review. However, in most cases, the board’s
current practice is to submit only proposals over $20,000 for such peer review. For grant
proposals under $20,000, selected board members serve as peer reviewers. If the board finds
that it lacks the expertise required to do an adequate evaluation, the grant proposal is then
submitted for the regular peer review process. We believe the current practice is reasonable
given the dollar amount of the grants involved. Therefore, we recommend that the legislature
consider amending this statute to require peer reviews only for grant proposals over $20,000.
In conjunction, we recommend that the board continue to its current practices in relation to

small grant proposals.

Recommendation No.5

ASTF should submit complete and timely conflict-of-interest reports to the Attorney
General’s (AG) Office.

ASTF is currently submitting the required conflict-of-interest quarterly reports to the AG’s
office on a semi-annual basis. Thus, ASTF is out of compliance with AS 39.52.260. Late
submission of conflict-of-interest reports prevents the AG’s office from reviewing the reports
within a reasonable time frame. Such timely review is ari important aspect of state control
procedures designed to guard against harmful conflicts of interest on the part of board or
commission members. By not submitting these reports when due, ASTF hinders the ability of
the AG to effectively ensure that conflicts of interest have not occurred.

Additionally, the summary information submitted to the AG’s office is not as complete as it
should be. Thus, the information included in the report is not always sufficient to easily make
a determination regarding whether a true conflict situation ex’sts or existed.

We recommend that ASTF implement measures to ensure conflict-of-interest reports are
submitted on a quarterly basis, as required by statute. We also recommend that ASTF review
reports prior to their submission to ensure that enough information is presented to allow the
A G’s office to easily ascertain all the pertinent facts regarding the disclosed potential conflict

of interest.
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SUMMARY OF: A Special Report on the Department of Commerce and Economic
Development, Alaska Science and Technology Foundation, Grant Procedures, September 30,

1998.

PURPOSE OF THE REPORT

In accordance with the provisions of Title 24 of the Alaska Statutes and two special requests by the
Legislative Budget and Audit Committee, we reviewed the activities of the Alaska Science and
Technology Foundation (ASTF or the foundation). The objectives of our audit were to determine the
adequacy and reasonableness of ASTF grant procedures, both as they are applied to grant proposals in
general, and as they applied to ASTF grants to Alaska Power Systems, Inc. and Distributed Systems, LLC.
Other objectives were to determine if ASTF’s contract with a public relations firm is reasonable, and to
determine if assets purchased with ASTF grant funds are disposed of at the end of the grant in an
appropriate manner. We also reviewed ASTF’s actions regarding public testimony received on the $1.5

million grant award to Distributed Solutions, LLC.

REPORT CONCLUSIONS

We note that statutory changes since 1995 have allowed the foundation extraordinarily broad authority to
fund a wide variety of grants. We believe that ASTF’s overall grant procedures are generally consistent
with this broad authority. We also believe the board is committed to funding those projects that have
potential to generate beneficial results for Alaskans. We found the foundation’s approach to the disposition

of equipment purchased with grant funding to be reasonable.

However, we have concerns regarding the manner in which the foundation is monitoring ongoing grants
and its lack of enforcement of post-grant reporting requirements. While grant funds are disbursed
throughout the grant period, little if any independent verification of information reported to ASTF by
grantees is obtained until the final report phase of the project.

The foundation’s standard grant agreement requires grantees to submit five annual update reports to ASTF
after the grant is closed. Repayment provisions are also applicable to many ASTF grants. However, ASTF
efforts to enforce these grant agreement provisions are not sufficient. Efforts to enforce post grant reporting
requirements are limited, and no independent verification is required to show whether a past grant recipient

owes any repayment to the foundation.

We are also concerned with the foundation’s actions in relation to its grant to Distributed Systems, LLC.
While it appears the foundation’s board took public testimony in deciding on this grant, we believe ASTF
overestimated the feasibility of the project when it awarded the grant and it failed to enforce benchmarks or

4/30/99 7:44 A
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heed signs that the project’s success was doubtful.

The scope of our audit also included a review of ASTF’s contract with an Anchorage public relations firm.
In our view, state monies should not be used in an effort to influence legislative decisions on funding.
Further, we question whether contracting with such a firm is the most efficient manner of reaching
potential grantees to solicit interest in the foundation’s program.

FINDINGS AND RECOMMENDATIONS
1. ASTF should increase its efforts to monitor large ongoing grants.

2. ASTF should enforce post-grant reportine requirements.

3. ASTF should implement procedures to ensure it is receiving all the repayment to which it is entitled
from past grantees.

4. The legislature should consider amending ASTF’s peer review statute to reflect the foundation’s
current practice.

5. ASTF should submit complete and timely conflict-of-interest reports to the Attorney General’s (AG)
Office.

6. ASTF’s board should document the statutory authority for each grant.

Legislatiue Audit ¢
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September 30, 1998
Members of the Legislative Budget and Audit Committee:

In accordance with the provisions of Title 24 ofthe Alaska Statutes, the attached report is submitted for
your review.

DEPARTMENT OF COMMERCE AND
ECONOMIC DEVELOPMENT
ALASKA SCIENCE AND
TECHNOLOGY FOUNDATION

September 30, 1998
Audit Control Number
08-4589-99
This audit detennined the adequacy and reasonableness ofthe Alaska Science and Technology Foundation
(ASTF) grant procedures, both as they applied to ASTF grant proposals in general, and as they applied to
ASTF grants to Alaska Power Systems, Inc. and Distributed Systems, LLC. Other objectives included
determining if ASTF’s contract with a public relations firm is reasonable, and determining if assets
purchased with ASTF grant funds are disposed of at the end ofthe grant period in an appropriate manner.

We also reviewed ASTF’s actions regarding public testimony received on the $1.5 million grant awarded
to Distributed Solutions, LLC.

The audit was conducted in accordance with generally accepted government auditing standards. Fieldwork
procedures utilized in the course ofdeveloping the findings and discussion presented in this report are

discussed in the Objectives, Scope, and Methodology section.

Pat Davidson, CPA
Legislative Auditor
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AGENCY RESPONSE
Alaska Science and Technology Foundation

LEGISLATIVE AUDITOR'S ADDITIONAL COMMENTS

OBJECTIVE. SCOPE. AND METHODOLOGY

In accordance with the provisions of Title 24 of the Alaska Statutes and two special requests by the
Legislative Budget and Audit Committee, we reviewed the activities ofthe Alaska Science and
Technology Foundation (ASTF or the foundation).

Objectives

The objectives of our audit were:

e To determine the adequacy and reasonableness of ASTF grant procedures, both as they are applied to
grant proposals in general, and as they applied to ASTF grants to Alaska Power Systems, Inc. and

Distributed Systems, LLC.
 To determine if ASTF’s contract with a public relations firm is reasonable.

* To determine if assets purchased with ASTF grant funds are disposed of at the end of the grant in an
appropriate manner.

» To determine if ASTF’s actions regarding public testimony received on the $1.5 million grant award
to Distributed Solutions, LLC were reasonable.

Scope and Methodology

In the course of our audit, we reviewed information from a variety of sources, including the following.

20f 3 4DTLN
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ASTF’s enabling legislation and other applicable Alaska Statutes

ASTF Administrative Code regulations

ASTF grant files

8 ASTF board of directors meeting minutes

The ASTF Grant Information and Forms booklet

In addition, we interviewed ASTF board members and staff, interested members ofthe public, and
employees of other State agencies. We also attended two ASTF board meetings.

ORGANIZATION AND FUNCTION

The Alaska Science and Technology Foundation (ASTF or the foundation) was created by an act ofthe
1988 Alaska State Legislature as a public corporation. Currently, the foundation is administratively
assigned to the Department of Commerce and Economic Development.

The purposes of the foundation, as defined at AS 37.17, are to promote and enhance "economic
development cmd technological innovation in Alaska; public health; telecommunications; and sustained
growth and development ofAlaskan scientific and engineering capabilities." The foundation is mandated
to accomplish these pugjoses "through basic and applied research and the development and
commercialization oftechnology." Prior to a 1995 statutory change, this authority focused on research and
did not include the development and commercialization oftechnology as a means of achieving these
purposes. This, and other statutory amendments, broadened the type of grants ASTF is pennitted to make.

At the same time the foundation was created, the legislature established a separate fund. This Alaska

Science and Technology Endowment (endowment) is held and invested by the Alaska Permanent Fund
Corporation. It is not part of the Permanent Fund, however. Grants approved by the foundation’s board of

30f73 4YDTLA
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directors are funded with income from the
endowment. ASTF’s budget was $7.7 million for
grants and $1.3 million for operations for FY 98,
according to its 1997 annual report.

The foundation is administered by a nine-member
board of directors. The governor appoints each
member to a four-year term. Two ofthe members
must be renowned scientists or engineers residing
in Alaska, one of whom is employed by the
University of Alaska. Two other members must be
scientists or engineers who are not Alaska
residents and who are recognized contributors in
their field. Four members must be public
members, two of which have a recognized
expertise in resource development, manufacturing,
finance, telecommunications, or public health. The
final member shall be a State of Alaska
departmental or agency employee not from the
University of Alaska.

The ASTF board of directors employs an
executive director. Staffare hired by the director
and currently consist of a grants administrator, a
technology administrator, an office manager, and
an administrative assistant. The board also
contracts for services with two to three circuit
riders Circuit riders provide grantees with

i/ g st kst e/ 1000Vl

Alaska Science and Tedmology Foundation

. DL i Board Members , . 'm
Ranald A. Duncan, Chairman

Anchorage

Public Member with Telecommunications Expertise

Dr. ChristinaB.Behr-Andres, PhD.

University of Alaska Fairbanks

Scientist or Engineer/University

Mr. JohnHargesheimer

Fairbanks

Scientist or Engineer

Dr. Phillip R. Mundy, Ph.D.

Lake Oswego, Oregon
Non-Alaskan Scientist
Dr. George Kazmetsky
Austin, Texas
Non-Alaskan Scientist
Dr. John W. Gerster, M.D.

Anchorage

Public Member with Public Health Expertise
Mr. Richard Strutz

Anchorage
Public Member with Finance Expertise

Mr. Mead Treadwell

Anchorage
Public Member with Finance Expertise

Lt. Govemoi Fran Ulmer
Juneau
State ofAlaska

technical and business development assistance. Circuit riders also review proposed business plans and

grantee reports.

ASTF makes the following types of grants. The following descriptions are based on information from the

Grant liformation and Forms booklet published by ASTF.

» Knowledge Projects. Knowledge projects undertake basic and applied research and development
activities. The purpose of these projects is to develop knowledge that directly addresses a particular
Alaskan problem or opportunity, and involve the recipients of that knowledge in its acceptance and
use. Knowledge projects usually involve researchers, industry managers, or natural resource
managers. Since knowledge projects aim at public dissemination of that knowledge, proposals are
usually not granted confidential status as are tecnnical or proprietary projects. Since January 1995,
ASTF has funded 57 knowledge based projects at a total cost of$12.6 million. See Appendix A fora

listing of these projects.

» Technology Projects. These are projects that develop and commercialize technology. They will be
defined at one of three stages described below. Both the technological as well as the
commercialization aspects of these projects are critical and will have parallel benchmarks defined in
the grant agreement. Most technology projects are proprietary in nature and are subject to grant
repayment provisions if the project is a financial success.

Stage | - Proofof Concent/Market Analysis Stage. Proposed projects at this stage must result
in proving the concept of an idea and perform sufficient marketing analysis to justify further

YDA
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investment in the project. At the end of Stage |, project managers should be able to show how
the project team will be able to finance and carry out next-stage prototype development, or
how they will interest next-stage investors and product developers.

Stage Il - Prototype/Prefeasibility Business Plan Stage. Projects funded at this stage should
result in a working prototype and a preliminaiy business plan.

Stage Il - Commercialized Technology/Business Plan. Technology commercialization
projects should conclude with the first successful deployment (beta test) necessary to
demonstrate the technical and economic feasibility of the technology. The final
commercialization benchmark for projects at this stage is a fundable business plan for startup
ventures or a license orjoint venture agreement with an existing firm to deploy the technology.

Since January 1995, ASTF has funded 70 technology projects at a total cost of $13.7 million. See
Appendix B for a listing and description of these projects.

Teacher Grants. Direct grants to teachers for up to $5,000 are available for innovative projects that
promote the understanding of science, math, or statistics in grades kindergarten through 12.
Additional funding is made available to allow teachers who receive these grants to present their
projects at an annual teacher conference. Alaska Statute 37.17.420(a)(4) requires ASTF to "act in an
advocacy rolefor... science education important to the state that might otherwise be overlooked."
In addition, AS 37.17.420(a)(9) requires the foundation to "promote science education and training
foryoung scientists and engineers to pursue careers in the state and the Arctic.”" ASTF believes
these grants are justified under AS 37.17.420. From the beginning of 1995 to the present, 143 teacher
grants totaling $946,000 have been awarded. See Appendix C for a listing of these teacher grants.

Internet Connectivity Grants. The foundation has awarded grants to school districts to purchase
hardware and wiring to connect the schools’ computers to the Internet. These funds may not be used
to purchase computers or for other costs. Citing the same authority il applies to teacher grants, ASTF
believes Internet grants are justified under AS 37.17.420(a)(4) and (9). The foundation began
offering these grants in 1996 and has awarded 44 school districts $4.5 million to date for these
projects. See Appendix D for a listing of these grants.

Small Business Innovations Research (SBIR) Bridging Grants. Federal SBIR projects often involve
two or more phases. A phase may be completed before the next phase funding is received. Thus,
projects may be without funding for a period of months. The purpose ofthe bridge grant is to help
projects over these voids. Successful Phase I recipients of federal SBIR programs are eligible to
apply for an ASTF bridging grant if the project meets ASTF criteria. To date, three bridge grants
totaling $165,000 have been approved by ASTF. Two ofthese grants, totaling $105,000, have been

approved since January of 1995. They are listed in Appendix E.

ASTF also administers the Business Industrial Development Corporation (BIDCO) assistance program.
Our audit focused on the basic ASTF grant program. We did not review the foundation’s handling of the

BIDCO program.

REPORT CONCLUSIONS

As stated in the Objectives, Scope, and Methodology section of this report, this audit focused on the
Alaska Science and Technology Foundation’s (ASTF or the foundation) grant procedures. We note that
statutory changes since 1995 have allowed the foundation extraordinarily broad authority to fund a wide
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variety of grants. We believe that ASTF’s overall grant procedures are generally consistent with this broad
authority. Finally, we believe the board is committed to funding those projects that have potential to

generate beneficial results for Alaskans.

However, we have concerns regarding the manner in which the foundation is monitoring ongoing grants
and its lack of enforcement of post-grant reporting requirements. We are also concerned with the
foundation’s actions in relation to its grant to Distributed Systems, LLC. While it appears the foundation’s
board took public testimony in deciding on this grant, we believe ASTF overestimated the feasibility of the
project when it awarded the grant and it failed to enforce benchmarks or heed signs that the project’s

success was doubtful.

The scope ofour audit also included a review of ASTF’s contract with an Anchorage public relations firm.
We do not believe such a use of public funds is appropriate.

Our detail conclusions follow.
Statutory changes gave ASTF extraordinarily broad grant authority

In a 1994 audit report, we noted that ASTF was operating outside its statutory authority by soliciting and
funding technology projects. At that time, ASTF had the authority to grant funds for basic and applied
research. In 1995, statutory changes were made to allow gran: fortechnology projects. This specifically
included grants for the development and commercialization oftechnology. In 1996, ASTF was authorized
to make grants for a i.ew Business Industrial Development Corporation (BIDCO) program. This program
was designed primarily to provide "risk capital and management assistancefor businesses" throughout the
State. In addition to grants from anew BIDCO fund, ASTF was authorized to expend up to $2,000,000 of
endowment income for BIDCO purposes. The net result ofthese statutory changes is that ASTF now has
extraordinarily broad authority to fund a wide variety of grants.

ASTF has increased its emphasis on economic development over the course ofits ten-year existence. It
requires that a feasible business plan be included in all technology project proposals. It has also funded
several projects targeted purely at the promotion of economic development within the State. The
Manufacturing Extension Partnership Center project is an example of such a grant. This $600,000 grant is
targeted at economic development of the forest products industry and has little or no research or
technology associated with it. The stated purpose ofthis grant is to promote the forest products industry by
providing businesses with free or low-cost business assessments, establishing lumber grading within the
State, and facilitating joint business ventures. It is also to provide low-cost technical assistance for
production and marketing, and to establish a forest products business center. ASTF believes projects such
as this are within the foundation’s authority found in AS 37.17.010(a)(1)(D). This statute states that the
foundation is to promote and enhance "sustained growth and development o fAlaskan scientific and
engineering capabilities." However, we believe that there is little if any connection between this grant and
the growth or development of scientific and engineering capabilities. Although ASTF has declined to
identify it as such, this $600,000 grant ma”~ fall under the broad umbrella of "management assistancefor
businesses™ allowed under the BIDCO program. See Recommendation No. 6.

Although this grant authority is very broad, in most cases it appears there is a potential benefit to the State
in the grants approved by ASTF. However, we did note a few grants where such potential for benefit is
limited. While these were generally older grants for under $20,000, a grant to the Alaska Resource Alliance
is a more recent grant with which we are concerned. The alliance is a group of Alaskan companies active in
the oil industry. These companies have banded together with the intention of supplying oil exploration,
development, and production operations to instate and world markets. A $20,000 grant was requested and
approved to fund the formation of a for-profit corporation, to prepare a business plan, and to electronically
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connect each participant to an Internet web page through which its supplies or services can be purchased. It
is our beliefthat the companies associated with the Alliance are well able to finance such a project without
state assistance. In our opinion, the formation of this for-profit corporation is not of significa.it benefit to

the State.

As stated above, we believe most ASTF grants are of potential benefit to the State. However, we note that
ASTF’s expanded authority now permits the it to grant monies for research, technology, and even
"management assistanceTraditional, basic economic development projects may be funded, rather than
focusing on research and technology. Such grants blur the line between ASTF and other economic
development vehicles in state government, such as the Alaska Industrial Development and Export
Authority and the Department of Commerce and Economic Development. The legislature may wish to
reevaluate the role of the foundation from time to time to prevent an unnecessary duplication ofagency

missions.
ASTF’s erant approval process is generally adequate

ASTF grant procedures are described in the Grant Information and Firms booklet published by the
foundation. The application process begins with the submission of a pre-proposal which briefly describes
what the proposed project would be expected to accomplish. ASTF’s technology administrator reviews the
pre-proposal and either invites the applicant to submit a full proposal, or informs the applicant of how the
project does not meet ASTF requirements.

Full proposals for projects requesting grant funds greater than $20,000 are submitted to a peer review panel
ofrecognized experts. This peer review process is an important mechanism for providing the board with
independent expert opinion on the merits of proposed projects. In addition, proposals for technology
development undergo a business review by a circuit rider to determine the commercialization potential of
the project. Summarized peer review and business plan evaluations are given to board members for their
review as they consider proposed projects. Board members serve as peer reviewers for grants under
$20,000. By not submitting proposals requesting between $5,000 and $20,000 to peer review, the board
violates AS 37.17.090(b). This statute requires peer review for all proposals over $5,000. Although an
independent peer review is not conducted for these grants, given the dollar value associated with these
projects, the current board procedures appear reasonable. We believe that the statute should be amended to

reflect the board’s current procedures. See Recommendation No. 4.

Select board members are given the full project proposal and full peer review evaluations prior to the board
meeting when the proposal is to be voted on. The selection of which member is to review a particular
proposal is based on considerations such as the member’s area of expertise and availability. These
members report to the full board on the proposal. Other members receive only a summary of the proposal

and peer review reports. This summary is prepared by ASTF staff.

Time is allotted at all board meetings to hear public testimony on any grant proposal. In our review of 38
grant files, public testimony was offered on only one grant proposal. The foundation advertises all
meetings and makes a meeting agenda available to anyone who requests it.

In many instances, applicants whose proposals are to be considered attend board meetings. Board members
often question the applicant. Ifthe proposal is not approved in its cuirent form, the board often advises the
applicant on what can be done to make the proposal acceptable.

Often, projects are approved contingent on modification of some aspect ofthe proposal. Each grant

includes benchmarks that are used to measure the project’s progress and success. Benchmarks are unique
to each grant and are the aspect of the proposal most likely to be modified in the approval process. ASTF’s
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grants administrator is responsible for ensuring these modifications are made. Grant agreements are
reviewed and signed by the executive director.

Overall, procedures for approving new grants appear reasonable.

ASTF grant monitoring is weak

Although ASTF has commissioned three management reviews over the last few years, we still noted
several deficiencies in ASTF’s grant monitoring process. While grant funds are disbursed throughout the
grant period, little if any independent verification of information reported to ASTF by grantees is obtained

until the final report phase of the project.

Once a grant agreement is signed, an initial grant payment is made. This payment is often as much as 50%
ofthe total grant amount. Subsequent payments are scheduled to follow due dates for progress and
financial reports. Enforcement of reporting requirements is limited almost exclusively to the withholding
of subsequent payments until progress and financial reports are received and reviewed. Either the grant
administrator or a circuit rider performs this review. Unless grantee reports indicate that there are problems
with the project, no other monitoring efforts are generally employed. As long as the grantee is submitting
reports that indicate benchmarks and budgets are being met, subsequent payments are generally
forthcoming with no additional oversight until the final report is issued.

The final grant distribution, which is usually 10% of the total grant amount, is withheld until the final
report is approved. An audit or some sort of agreed-upon review procedure is generally required at the end
of the grant project and in some instances an on-site visit is conducted at that time. However, by the time
these independent reviews generally occur, 90% ofthe grant funds for the project have been disbursed.

Ifa grantee is not submitting reports or if ASTF becomes aware that progress is not being made toward the
project benchmarks, ASTF staff or circuit riders contact the grantee to try to determine what problems exist
and to offer any assistance possible. If progress is still not made, the grant is deemed to be in default. After
default status is established, circuit riders again try to work with the grantee to correct the deficiencies that
lead to the default. Ifthe problems with the grant are still not corrected, it is terminated. However, ASTF
appears slow to pursue the default/termination process.

During our audit, we reviewed all funded grants that ASTF has terminated since its inception. We found
ASTF actions in relation to these grants to generally be reasonable. However, as stated above, we noted
that ASTF appeared slow to terminate grants. In one instance, the last progress report on a grant was
received three years prior to the date the project was terminated.

In addition, we found one instance in which progress reports were being received, but it was clear that the
grantee was not working toward the objectives described in the grant agreement. A $26,000 disbursement
was made after a circuit rider report questioned whether the grant should be terminated. A total of
$122,000 was disbursed for the grant, and ASTF has not made any effort to recover these funds even
though the final audit ofthe project contained a disclaimer of opinion because the grantee refused to give
their auditors access to financial records relating to the grant funds.

We believe that these problems are a direct result of the foundation’s weak monitoring controls over
ongoing grants. We note that the grants administrator is responsible for drafting the grant agreements,
negotiating grant modifications, and monitoring ongoing and closed grants. These responsibilities appear
veiy demanding and this concentration ofresponsibility may contribute to this weakness. See

Recommendation No. 1
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Procedures for closing grants are generally reasonable

Final progress reports, including requests for equipment disposition are reviewed by the grant administrator
or circuit riders. On occasion, site visits are conducted at the end of the grant period. Based on these
reviews, a project summary is drafted and recommendations to the board are made regarding whether the
final report should be accepted, whether the final payment should be disbursed, whether the equipment
disposition request should be approved, and in rare instances, whether a bonus should be awarded.

In addition, a financial audit or an agreed-upon review procedure performed by a CPA is required at the
end of the project for grants over $20,000. These requirements are at the board’s discretion for grants under

$20,000.

Once the board approves the final report and the CPA review or audit, the final payment is disbursed and
the grant is considered closed.

We found ASTF’s approach to tho disposition ofequipment purchased with grant funding to be reasonable.
In most instances, ASTF gives title to equipment purchased with grant funds to the grantee after successful
completion of the project. In the case of terminated grants, ASTF takes possession of such equipment if it
is practical to do so. ASTF then donates the equipment to another research institution such as the

University of Alaska.
Post-grant requirements are not enforced

ASTF’s relationship with its grantees does not simply terminate after the grant is finished. The
foundation’s standard grant agreement requires grantees to submit five annual update reports to ASTF after
the grant is closed. Additionally, if the grant is proprietary in nature, the grantee is required to reimburse
ASTF based upon the profits received as a result of the project’s success.

However, ASTF efforts to enforce these grant agreement provisions are not sufficient. On an annual basis,
the grant administrator sends out a letter to past grant recipients asking for an update report. These letters
are written in a very informal manner. They simply ask the grantee to send in an update. They do not refer
to the fact that these updates are required, and no action is taken if the update is not forthcoming. See

Recommendation No. 2.

No independent verification is required to show whether a past grant recipient owes any repayment to the
foundation. To date, ASTF has received approximately $100,000 in repayment from seven grantees. Of
this total, $89,000 has been received from a single grantee. We note that prior to a 1995 statute change, the
foundation was entitled to repayment from royalty income only. While several projects resulted in some
type of income for the grantee, very few produced royalty income. Thus, ASTF was entitled to few
repayments from pre-1995 grants and monitoring for repayment provisions was not as important as it is

now.

Since the 1995 statutory change, however, the foundation is entitled to repayment from all sources of
income relating to technology developed in ASTF funded projects. Therefore, it is incumbent on the board
to implement procedures to ensure that ASTF is receiving all the repayment to which it is entitled. See

Recommendation No. 3.

Alaska Power Systems fAPS) and Distributed Systems. LLC CDS) granted $1.83 million

Since 1992, ASTF has awarded two grants to APS and one grant to APS’ wholly-owned limited liability
company, DS. For a number of years, APS provided and maintained power generation systems for a
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variety of entities including some small, rural Alaskan communities. DS was established to conduct
product development research for APS, but only after APS was experiencing significant financial

difficulty. Each grant is briefly discussed below.

In 1993, ASTF approved an award to APS for $249,438. This project is titled Village-scale Hydro/Diesel
Generation System (the Hydro/Diesel Project). As presented in the grant proposal project description, this
project was 10 develop an innovative hydro/diesel power generation system to be used in the village of

Akutan on the Aleutian chain. Existing available technology was to be adapted and transferred to this new

application.

In 1994, ASTF awarded APS a second grant of$81,167 for a project titled Remote Control and Monitoring
for Multiple Diesel Generation (the Remote Monitoring Project). This project was to involve the
development of technology necessary for simple automated control of multiple paralleled diesel generating
systems in rural Alaska, including improving remote monitoring, troubleshooting, and reprogramming.

In 1997. ASTF awarded DS a $1.5 million grant over the ardent objections of some members of the public.
The project title is IED 2000/GenMan/Application Software (the IED 2000 Project). The project was to
develop technology capable of monitoring and controlling power generation systems from remote
locations. To date, $700,000 has been disbursed for this project, which is reportedly ongoing. In deciding
whether to fund this proposal, the board had to consider the project’s strengths and its weaknesses. On one
hand, the project appeared to have the potential to bring high paying technology jobs and capital to the
State. It also had potential to provide lower-cost power generation to rural Alaska. On the other hand, the
cost of the grant was very high, the company had a history of delays on earlier grants, and the company’s
financial position was shaky. We acknowledge that this was not a clear and easy decision, however, for
reasons outlined in the following sections, we are concerned with the board’s actions in relation to this

grant.

Unresolved questions on earlier APS grants existed when current grant was approved

The $1.5 million IED 2000 project is among the largest ever approved by the foundation. Given the size of
the project, we believe the board was obliged to exercise extreme care in approving this grant. This
included an obligation to establish confidence in the grantee’s ability to meet its projected goals. From its
two prior grants, APS had an established track record of grant performance available for ASTF to consider
when detennining funding for the IED 2000 project. In reviewing these prior grants, several issues of

concern came to our attention.

e An ASTF circuit rider questioned the disposition of equipment purchased with grant funds from the
Hydro/Diesel Project prior to the board’s approval of that project’s final report. ASTF did not
adequately pursue answers to these questions before accepting the final Hydro/Diesel Project report
or before the two subsequent grants to the company and its subsidiaiy were made.

» We noted several areas ofconcern in our review of the Remote Monitoring Project.

1. It was originally scheduled for completion within six months. In actuality, it took
approximately 26 months for the foundation to receive the final project report. This indicates
that APS had trouble meeting the deadlines it established.

2. As part of the final review for this project, an ASTF circuit rider examined the final report
submitted by APS. This report stated that APS had applied for five patents. We have only been
able to verify that three were applied for. Two ofthese patents have been granted and one is
pending. No explanation regarding the other two patents was ever obtained by ASTF. This
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indicates a lack of oversight on ASTF’s part.

3. We also noted statements in the final Remote Monitoring Project report regarding fuel
efficiencies achieved using technology developed during the project. Based on a study
commissioned by the Division of Energy regarding power systems using this technology, these
statements appear overly optimistic. ASTF did not obtain any independent verification of this
reported information. We believe such verification should have been obtained, not only
because it was necessary to adequately assess this project, but also because the IED 2000
project was, to some degree, an extension of this project. It would seem prudent for the board
to obtain full assurance that the results of this project were favorable before it approved

funding for the IED 2000 project.

» At the time the IED 2000 Project was approved, the third annual post-grant report for the
Hydro/Diesel Project was approximately eight months overdue. Also, the first annual report on that

project, dated April 11, 1995 states, in part,

Akutan has apowerhouse that has over the past 12 months generated 338,176-Kilowatt
hours ofelectricityfrom the combination ofhydro and diesel consuming 11,900 gallons

ofdiesel.

However, Division of Energy records show that from April 1994 through April 1995,
366,613-Kilowatt hours of electricity were generated using 31,229 gallons ofdiesel. ASTF did
consider fuel efficiencies when drafting incentives in the repayment provisions of the grant
agreement. However, we note that efficiency incentives are of no consequence if the technology is
not sound. As in other instances mentioned above, ASTF did not verify information reported to it by
the grantee. We believe that such verification is essential for accurate assessment ofprojects
previously funded, and so that knowledgeable decisions regarding future grants can be made. See

Recommendation No. 1.
Current DS grant awarded despite ASTF’s awareness of potential problems

When the IED 2000 grant award was approved, the board believed that the project had great potential to
create a high technology export industry within the State. It appears that potential may still exist. However,
the board was also aware of many potential obstacles to achieving this success.

e The board voted to fund the IED 2000 grant on September 5, 1997, contingent on grant agreement
negotiations. A follow-up teleconference meeting was held on September 26,1997 to discuss two
modifications to the grant agreement provisions approved at the prior meeting. In addition to the
negative input received in the months leading up to these meetings, the board heard significant
negative public testimony regarding funding this project at each ofthese meetings. Much of this
testimony, as well as a significant amount of correspondence, was received ffom individuals who
had direct dealings with APS. In addition, members of the rural power industry cautioned the board
about the project. This is particularly significant given the fact that although the board provides time
for public testimony at all its meetings, it is extremely rare that such testimony is offered. The board
took the testimony offered, but approved the IED 2000 grant despite the ardent objections it heard.

e The board was aware that APS was in serious financial difficulty. In fact, it appears that DS was
established, at least in part, to protect assets from APS creditors. ASTF included language in the

grant agreement stipulating that grant funds were not to be used to pay APS debt.

» At its September 26 meeting, the board was made aware that a key member of the development team
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was leaving the company. Retention of this person, as well as other key employees was one of
several grant benchmarks. Thus, ASTF was aware that grant agreement benchmarks had been
violated even before the agreement was signed. By the time the grant agreement was signed, ASTF
was aware that this member of the development team was leaving, at least in part, due to

nonpayment of salary.

« Review of the IED 2000 grant file indicated that the technology development was taking place in
California prior to the signing of the grant agreement. DS did move these operations to Alaska, but it
is not clear exactly when. We note that DS moved all its operations back to California in February or
March 1998. The board apparently believed that even if DS developed the technology for the IED
2000 system in California, it would return to Alaska for actual production.

In addition to the initial grant payment of $500,000, ASTF disbursed another $200,000 to DS after it
moved its operations back to California. According to AS 37.17.090(h) the board is required to give
preference to Alaskan applicants. The statute also stipulates that the board award only grants that
benefit Alaska. According to the foundation’s mission statement, all projects must bring direct and
significant benefits to Alaskans. As DS’ ties to the state diminished, the chances that the project
would benefit Alaska decreased substantially. We believe it was incumbent on the board to take this

into consideration.

» In response to the negative indications the board had been receiving regarding this project, ASTF
commissioned an independent engineer’s report on the IED 2000 technology. The engineer’s report
indicated that the IED 2000 power generation control system was viable and had potential for
success. However, the report also contained indications that the project might not be as beneficial to
the State as ASTF might have hoped. Although IED 2000 was being designed to provide a range of
functions not available in existing power generation control systems, the report also noted that each
individual function or some combinations ofthe functions included in the IED 2000 system were
currently available from systems produced by other manufacturers. Many companies in this market
sector were conducting significant research and development on similar projects. Thus, competition
was strong, and timeliness was ofthe essence. As discussed above, APS had performed slowly with
the Remote Monitoring grant. The technology, or a variation of it, was sure to be developed and
made available in Alaskan markets in the near future. If another company beat DS to market with
similar technology, DS’ potential success would be severely hampered.

Given all the above mentioned indications that the IED 2000 project might be troublesome, it appears that
the board should have been wary of approving this project.

ASTF board chairman disclosed potential conflicts of interest with APS/DS

In July 1997, ASTF’s board chairman, who is also the president ofan Anchorage-based
telecommunications company, disclosed that APS and his company shared office space in two villages and
that APS owed that company $20,000 for phone services, some ofwhich was past due. His company’s
annual revenues are approximately $200 million, and the ASTF board chairman owns 3% of its stock. He
also disclosed that he is a personal friend of APS/DS’ principal owner. The board substantially followed
state procedures in determining that the disclosed facts did not constitute a conflict of interest for the board
chair. Those procedures included voting on whether the disclosed information constitutes a conflict and
submitting a report to the Attorney General’s (AG) Office regarding all disclosed potential conflicts. See

Recommendation No. 5.

According to another member ofthe board, all were satisfied that no true conflict existed. The board
apparently believed there was no potential for the board chairman to benefit directly from the project. The
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appearance of conflict was also reportedly considered. In determining whether the appearance of conflict of
interest was significant enough to exclude the chairman from the decision-making process on the IED 2000
grant, board members considered the fact that he was one ofthe members most knowledgeable in the area

of the technology applicable to the grant.

Usual grant approval procedures require review of peer review recommendations and staff reports. In this
case, in addition to those processes, significant board involvenrnt occurred. Prior to the board’s approval
of the grant award for the IED 2000 project, two board members, including the board chairman, spent time
reviewing the project. One member reviewed the technology development work being done by the
company, and the other reviewed the company’s business plan. These members recommended that the
grant amount be increased from $950,000 to $1,500,000, although peer reviewers did not indicate the
project was underfunded. Based on their review, these two members believed that the $1,500,000 was
needed if the project was to be a success. Such involvement in the project by board members is
controversial. Close scrutiny by board members leads to more informed decisions. However, there is a
danger that board members may lose their objectivity if they become too involved in the project.

Standard grant repayment provisions enhanced for the IED 2000 grant

In modifying the grant agreement, the board negotiated terms that have potential to increase the benefit of
the grant to the State.

To its credit, ASTF combined repayment provisions from prior grants into the current grant agreement.
Both grants to APS were made befo::the 1995 statutory changes discussed earlier in this section. Under
the old statutes, repayment provisions were based only on royalty income received by the grantee as a
result of technology developed with ASTF funds. Because neither grant project generated royalty income,

repayment requirements did not apply.

In drafting the provisions of the IED 2000 grant agreement, however, ASTF included repayment provisions
that covered not only the current grant funds, but also the two earlier APS grant monies. According to the
agreement, if DS maintains an Alaska presence, its repayment obligation will be 1.5 times the total gTant
proceeds from all three grants. Thus, the repayment provision totals $2,745,908, subject to credits earned if
IED 2000 systems are installed in Alaska and shown to reduce the cost of power generation within the
State. If Alaska presence is not maintained according to the original giant agreement, DS repayment
provisions increase to five times the grant amount, up to $7,500,000. However, all repayment provisions
are moot if the project is not a success, or if those provisions are not enforced. See Recommendation No. 3.

Benchmarks modif  but still not met

Many benchmarks contained in the original IED 2000 grant agreement have not been met, yet funding for
the project continued until May 199S. For example:

» Key technical and financial personnel were to be committed to the IED 2000 project during the first
two years of the grant. Currently, one year into the project, only two of these key personnel, the
company’s owner and a financial consultant, are still associated with the project. The person most
involved in actual development of the project had resigned before the grant agreement was signed. In
January 1998, ASTF became aware that other key personnel, including the grant manager, had left
the company. Their actual departure dates are not clear.

The agreement stipulates that if any ofthese individuals left, ASTF could determine at its discretion

if equivalent talent was committed to the project. In all these cases, ASTF determined that equivalent
talent was available for the project. It should be noted, however, that time was supposedly ofthe
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essence for the project’s success. Changing personnel under these circumstances was an obvious
impediment for timely completion of the project.

» Monthly financial statements based on generally accepted accounting principles, and annual audit
reports for both DS and APS were to be submitted. These requirements have never been met. In lieu
of monthly financial statements, ASTF was provided with a checkbook register printout. This
register showed payments to APS that were reportedly to cover personnel costs. However, ASTF did
not obtain supporting documentation to determine if these expenditures were proper. No audits for
either company have been provided. See Recommendation No. 1.

* A beta test of the system was to be performed demonstrating system capabilities in tenns of several
functions. The actual beta test, performed in March 1998, included only one function.

Disbursements were made through May 1998. Further disbursements have been held pending DS
compliance with grant agreement stipulations, as outlined in a May 1998 amendment to the grant
agreement. DS reportedly has potential customers for its product outside the United States. However,
whether any sales will actually occur remains to be seen. Even if the company becomes a success, there are
few indications that Alaskans will benefit from the funding ASTF has contributed to the project.

Based on the preceding aspects of grants to APS and DS, it appears that ASTF poorly handled the IED
2000 grant. Not only did ASTF overestimate the feasibility ofthe project when it approved the grant, it
also failed to enforce benchmarks or heed signs that the project’s success was increasingly doubtful.

ASTF’s public relations IPR) contract of questionable value to the State

We are concerned that certain functions provided to ASTF by a public relations firm on contract to the
foundation are inappropriate for a state agency. Specifically, we do not believe state monies should be used
in an effort to influence legislative decisions on funding. Further, we question whether contracting with
such a firm is the most efficient manner of reaching potential grantees to solicit interest in the foundation’s

program.

ASTF currently has an Anchorage public relations firm under contract. The three-year contract, signed
June 16, 1996, is for SI 10,000 per year. Additionally, a $50,000 amendment was signed in 1997 that
requires the firm to produce a series of television spots for the foundation.

Tasks required by the initial contract include issuing press releases and monthly news faxes, one-on-one
media briefings, advertising and promoting teacher conferences and an ASTF lecture series, issuance of the

annual report, and Internet web site enhancement and support.

The stated goal of the contract is:

To increase awareness and undetsiunuinf' o fASTF % role in growing ancl diversifying
Alaska's economy among the general public, media, community and business leaders, and

Legislators. [Emphasis added.]

ASTF’s executive director stated that the foundation required such a firm on contract for the following
reasons.

1. To get the attention of industry leaders so they would think of ASTF when they are considering
doing projects. To inform people that ASTF is ready to "do projects.”
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2. To get the attention of "opinion leaders™ because they have the ear of the legislature. He spoke of
fears that the ASTF endowment could be "raided.” Opinion leaders are also important because they
can influence the attitude of Alaskans as a whole. By promoting a "we can produce it here" attitude,
the foundation furthers its mission to sustain growth and development of Alaskan scientific and
engineering capabilities. Capability is fueled by attitude.

3. A public relations firm can more effectively "get the word out"” regarding ASTF projects and
programs. Foundation staff do not have the expertise or time to do what the public relations finn

does.

We realize that a small agency such as ASTF may wish to use a contractual public relations service to
generate interest in its program with the intent of attracting additional proposals for projects. However, this
does not appear to be what the contract in question is primarily designed to do. Indeed, if attracting new
proposals was the primary reason for the contract, we believe it is a highly inefficient means of
accomplishing this task. We are concerned that the thrusts of many of the services performed under this
contract are tantamount to an attempt to protect ASTF’s funding base. We do not believe such actions are

appropriate for a state agency.

FINDINGS AND RECOMMENDATIONS

Recommendation No. 1
ASTF should increase its efforts to monitor large ongoing grants.

Monitoring of ongoing ASTF grants generally consists of a staff or circuit rider review of progress and
financial reports submitted by the grantees. These reviews are perfonned to ensure that reports show that
benchmarks and budgets are being met. However, independent verification of reported information is
rarely obtained until the final report is submitted. Supporting documentation of reported financial or
project information is generally not requested. Site visits are usually conducted only when there is a clear
indication that problems exist or toward the end of a project.

Under current procedures, few if any measures are taken to ensure that the reported information is accurate
until the final report is submitted. At the final report stage, agreed-upon review procedures or an audit by a
CPA is required in most instances. While these measures appear adequate for smaller grants, we believe
more stringent monitoring for larger ASTF grants is warranted. Payments are made on many grants over an
extended period oftime. Ongoing verification that reported information is accurate is necessary to ensure
that ASTF grant funds are being expended properly. Such monitoring need not be burdensome for the
grantee. It could simply consist of more on-site visits or the submission of supporting documentation for
reported expenditures for review by ASTF staff. In some cases, periodic audits may be warranted. This
would allow ASTF to better identify potential problems before the bulk of funding for a project has been

disbursed.

We note that the grants administrator is responsible for drafting the grant agreements, negotiating grant
modifications, and monitoring ongoing and closed grants. These responsibilities appear very demanding
and this concentration ofresponsibility may contribute to the weakness in the monitoring function that we
note in this recommendation and to the weaknesses we note in Recommendation Nos. 2 and 3.

Recommendation No. 2

ASTF should enforce post-grant reporting requirements.
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Article IV section 22 of the standard ASTF grant agreement states:

During the Term ofthis Agreement andfor aperiod offive (5) years thereafter, the Grantee shall
provide ASTF with a detailed written report withinforty-five (45) days after the end ofeach
calendaryear summarizing the Grantee's post-Project efforts, including, without limitation:

a. Its efforts andplans to Commercialize the Technology and Intellectual Property.

b. Its efforts and plans to otherwise use, disclose or disseminate the Technology or Intellectual
Property, such as publishing articles, lecturing, and distributing materials related to the Technology

or Intellectual Property.

Currently, the grant administrator sends a letter out annually requesting update information. The letter
makes no reference to the above mentioned grant agreement clause. It does not convey any sense of

urgency or authority, and in many instances grant recipients ignore it.

No follow-up action is taken when former grantees do not submit these annual reports. In at least one
instance, ASTF made a subsequent grant to a company that was not current with post-grant reporting

requirements associated with prior ASTF funded projects.

W ithout the post-grant information required by the grant agreement, the foundation is not able to
accurately assess the effect of these projects on the Alaskan economy. It is unable to track how effective
the grants it has made have been. Consequently, it is difficult, if not impossible, for ASTF to do any
meaningful self-assessment as to the types of projects it has funded in the past or should fund in the future.
Therefore, we recommend that ASTF take a more proactive approach to enforcing post-grant reporting
requirements. This could include reminding past grant recipients that they are contractually obliged to

submit these reports.

Recommendation No. 3

ASTF should implement procedures to ensure it is receiving all the repayment to which it is entitled from
past grantees.

No enforcement mechanism is in place to ensure that the foundation is receiving the repayment to which it
is entitled. Under AS 37.17.090(g), ASTF is required to obtain a fair and reasonable return from the
revenue, economic value, or profits derived by the grantee from ASTF sponsored projects. ASTF’s
standard grant agreement requires the grantee to pay the foundation 5% of any profits up to 1.5 times the
original grant amount so long as the grantee remains in Alaska. Ifthe grantee moves out of the State, the
provisions double to 10% ofincome up to three times the grant amount. Such provisions are applied to
proprietary grants only and are subject to modification at the board’s discretion. Repayment provisions are
not applied to knowledge projects because no economic gain is expected to be received by the grantee.

However, ASTF takes no actions to ensure that past grantees are meeting the repayment provisions they
agreed to or that repayments are adequate. Past grantees are essentially on an honor system when it comes

to repayment. ASTF takes no measures to seek out past grantees beyond those described in
Recommendation No. 2, nor does it require independent verification to ensure that the repayments it does

receive are adequate.

ASTF should implement procedures to ensure it is receiving all the repayment to which it is entitled. Such
procedures could include having ASTF send letters to past grantees reminding them that they agreed to
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submit repayments when they accepted grant funds, or requiring audited financial statements on a
predetermined time frame. The foundation could also take legal action if it believes a noncompliant grantee

is receiving profits from which ASTF is entitled to repayment.

Recommendation No. 4

The legislature should consider amending ASTF’s peer review statute to reflect the foundation’s current
practice.

Alaska Statute 37.17.090(b) requires that all grant proposals for over $5,000 must be submitted for
impartial and competitive peer review. However, in most cases, the board’s current practice is to submit
only proposals over $20,000 for such peer review. For grant proposals under $20,000, selected board
members serve as peer reviewers. If the board finds that it lacks the expertise required to do an adequate
evaluation, the grant proposal is then submitted for the regular peer review process. We believe the current
practice is reasonable given the dollar amount of the grants involved. Therefore, we recommend that the
legislature consider amending this statute to require peer reviews only for grant proposals over $20,000. In
conjunction, we recommend that the board continue to its current practices in relation to small grant

proposals.

Recommendation No. 5

ASTF should submit complete and timely conflict-of-interest reports to the Attorney General’s (AG1
Office.

ASTF is currently submitting the required conflict-of-interest quarterly reports to the AG’s office on a
semi-annual basis. Thus, ASTF is out of compliance with AS 39.52.260. Late submission of
conflict-of-interest reports prevents the AG’s office from reviewing the reports within a reasonable time
frame. Such timely review is an important aspect o f state control procedures designed to guard against
hannful conflicts of interest on the part of board or commission members. By not submitting these reports
when due, ASTF hinders the ability of the AG to effectively ensure that conflicts of interest have not

occurred.

Additionally, the summary information submitted to the AG’s office is not as complete as it should be.
Thus, the information included in the report is not always sufficient to easily make a determination
regarding whether a true conflict situation exists or existed.

We recommend that ASTF implement measures to ensure conflict-of-interest reports are submitted on a
quarterly basis, as required by statute. We also recommend that ASTF review reports prior to their
submission to ensure that enough infonnation is presented to allow the AG’s office to easily ascertain all
the pertinent facts regarding the disclosed potential conflict of interest.

Recommendation No. 6
ASTF’s board should document the statutory authority for each grant.

The foundation appears to be operating under the assumption that any grant that promotes the purposes of
the foundation as defined under AS 37.17.010 is appropriate. That is to say, any grant that promotes and/or
enhances "economic development and technological innovation in Alaska; public health;
telecommunications; and sustained growth and development o fAlaskan scientific and engineering
capabilities™ is appropriate. There does not appear to be acknowledgement of the constraint that such
purposes are to be accomplished either "through basic and applied research and the development and

YDA
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commercialization oftechnology” or through means specified in other sections of ASTF’s statute.

http://www .legis.state.ak.us/legaud/web/pages/audits/1999/4589rpt.hti

On several occasions during the course of our audit, ASTF staff were unable to tell us what statute allowed
them to approve a particular grant. The grant for the Manufacturing Extension Partnership Center discussed
in the Report Conclusions is an example. It appears that this grant may be appropriate under AS 37.17.225.
However, the foundation is limited to spending no more than $2 million in endowment income for grants
approved under this statute and this grant alone was $600,000. If ASTF does not determine what statute
allows a particular grant, it is unable to ensure compliance with requirements such as this. Therefore, we
recommend that clear statutory authority be documented for all ASTF grants.

APPENDICES

Information provided directly by the
Alaska Science and Technology Foundation

APPENDIX A

Knowledge Projects

Funded from January 1995 through September 1998

Index
Project Name

Yukon River Salmon Project

Stunning, Bleeding, & Transferring Chum Salmon

Seismic Microzonation of Anchorage

Kachemak Bay Shellfish Nursery Culture Research Project
Eval. of Water and Wastewater Practices in Selected Villages ...
Sanitation Master Planning for Rural Alaskan Villages

Research Design: Effects of Total Dissolved Solids on Aquatic Life
Rural Sanitation Manual (Transferred from Pickett/95-3-105S)
Alaska Technology Transfer Center

Eval of Resid. Composting Toilets (Report for Grant 92-2-083)
Alaska White Spruce Dimensional Lumber Visual Grading Rule
Growing Alaska's Economy Symposium

Geology Guidebook of Anchorage

Health Promotion Program

Fireweed Rock Glacier Research, Ph. Il

Alaska Health On-line

ISCORD '97— Showcase of Alaska Cold Regions Technology
Estimating Wildlife Population Levels with DNA Techniques

Funds Awarded

$24,914
$76,400
$668,654
$68,158
$45,688
$455,240
$13,200
$14,209
$230,289
$47,925
$27,900
$13,453
$14,110
$24,949
$18,725
$139,115
$20,000
$19,981

Page

29
29
29
30
30
30
31
31
31
32
32
32
32
33
33
33

34
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Inundation Mapping for Tsunami Hazard Mitigation $60,000 34

Influence of Early Stand Density Mngmnt on Tree Form Growth... $204,385 34
$32,528 35

$18,000 35
$3,000,000 35
$20,000 36
$167,602 36

Pratt Museum Internet Connectivity Project

Coop. Studies on Suction Dredge ...

Aurora BIDCO

Anesthesia of Pacific Salmon for Harvest and Spawning

Evaluation of Helical Anchor System

Devel. ofa GIS Data Base to Predict Human/Bear Conflicts... $19,846 36
Canola Research and Demonstration $12,000 37
Resource & Market Feasibility Study: Devel. of a SurfClam Industry $85,653 37
Kodiak Launch Complex $5,000,000 37
Thermal Exploration for Energy $20,000 38
Yukon Kuskokwim Delta Telecom Forum and Devel.Project $20,000 38
A Demo of the use of Electrocoagulation for Solid Waste Recovery ... $13,423 38
Constructed Wetlands for Seasonal Wastwater Treatment $19,700 39
Metallogenesis & Position of Nonvisible Refractory Gold ... $19,960 39
Deadhorse Runway Instrumentation Project $20,000 39
River Thaw Bulb-W ater Supply Development $20,000 40
U.S.-Japan Coop Project to Evaluate Pollock Quality ..ng Methods $10,000 40

$77,076 41

Syringe Exchange for Hepatitis
$54,895 41

$271,553 41

NetDay Alaska 2000
Alaska InvestNet

Depuration of Paralytic Shellfish Poisoning (PSP) from Geoduck $49,872 42
Clams

Corrosion Workshop Devel. for Russian Nuclear Power Plant... $44,299 42
Alaska Sealife Center Internet Connectivity Project $52,380 42
Rural Sanitation Manual $1,423 43
App. of New Tech. to Detect Dinoflagellates $19,839 43
Performance Eval for Modified Vacuum Sewer System Components $150,000 43
Alaska Earthworks Fish/Timber Composting Pilot Project $137,531 44
Arctic Research Vessel Design $19,109 44
North Pacific Volcano Center (NPVLC) $5,450 44
Preventing Sudden Death in Iditarod Sled Dogs $71,200 45
Alaska Challenger Learning Center $5,000 45
Southwest Alaska Technology Planning Project $20,000 45
Improved Analytical Techniques for Contaminated Soil in Alaska $107,553 46

Manufacturing Extension Partnership Center $600,000 46
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Software Industry Development

Testing the Use of Alaskan Fish Bonemeal as a Nutrient Source...

Eval. of Helical Piers for Use in Frozen Ground

Yukon River Sainton Project
Project # 97-1-067S
Grant Manager: Albrecht, Dan

1 Start Date: 05/08/1997
End Date: 12/31/1998
TECHNICAL AREA: FISHERIES
ASTF FUNDS AWARDED: $24,914
MATCHING FUNDS:; $27,814

| Natthar-narvested Chum Saimon for
L Maximum Quality

Project # 97-1-058

Grant Manager: Amend, Donald

Start Date: 07/07/1997

End Date: 02/01/1998

TECHNICAL AREA: FISHERIES

ASTFFUNDS AWARDED: $76,400

MATCHING FUNDS: $441,150

Seismic Microzonation of Anchorage
Project u97-3-1312

Grant Manager: Biswas, Niren

Start Date: 05/01/1998

End Date: 05/31/2002

TECHNICAL AREA: ARCTIC STUDIES
ASTF FUNDS AWARDED: $668,654
MATCHING FUNDS: $771,836

http://vvww.lIcgis.statc.ak.us/legaudAveb/pages/audits/1999/4589rpl.litT

$20,000 46
$20,000 47
$149,999 47

Develop new markets for local Yukon River salmon processors and
expand consumer recognition of Yukon River salmon products through
telemarketing, direct sample shipments to chefs, distributors, food service
operators, and distribution of promotional materials and trade show
Eartl(:lpatmn. The test ma_rketln% and market information developed will
e shared by the Yukon River salmon processors.

The focus of this project is to further develop and refine the process of
stunning and bleeding live salmon in order to improve quality while
maintaining or improving throughput of fish in the process. The South
Southeast Region Agriculture  Association will “build on earlier
ASTF-funded research and development work performed in 1995-96 in
this new project. The project will use hatchcry-raised chum salmon
harvested in terminal areas during the project and the intermediate
products will be evaluated by reprocessors using the fish to produce
market-ready products.

The desired outcome for the project will be an improved intermediate
product that can be produced as efficiently or more so by salmon
processors and Alaskan hatcheries. These accomplishments would
enhance the value ofa significant Alaskan natural resource by |mprovmﬁ
Processmg methods which in turn would improve economic returns for a
acets of the State's salmon industry. The findings of the project will be
shared with the rest of the Alaskan salmon Industry by the Project

Managers.

This is a continuation of a previous project #91-2-125 Seismic
microzonation: Greater Anchorage Area. In the first project an 18-station
strong motion network was installed and is operating. Results included
improved identification of theJ)otentlal earthquake zones, delineation of
soil classes and site factors and development of computer algorithms for
responses. In this project, more seismic information will be collected and
the latest subsurface geology data will be integrated to produce a detailed
series of hazard maps of the Anchorage bowl. These will be used by
design engineers and building officials to design and build structures
appropriate to the characteristics of the location. An advisory board of
technical, private sector, and public sector professionals oversee the work
for usefulness and validity.

This work will provide the information required to design and build
structures appropriate to the locale. Buildings will be designed to match
the local hazards, not be over- or under-designed. The information will be
compiled and stored with the Municipality of Anchorage, which will
maintain the data base and continue to operate the instrument system
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Kacheinak Bay Shellfish Nursery
Culture Research Project

Project # 96-4-071

Grant Manager: Bradley, Mark

Start Date: 12/30/1996

End Date: 01/31/1999

TECHNICAL AREA: F SHERIES
ASTF FUNDS AWARDED: $68,158
MATCHING FUNDS: $131,372

Evaluation of Water and Wastewater
Practices in Selected Villages in the
Vukon-Kuskokwim Delta and Bristol
Bay Regions of Alaska

Project #96-2-0212

Grant Manager: Campbell, Ann

Start Date: 05/07/1996

End Date: 09/30/1996

TECHNICAL AREA: SANITATION
ASTFFUNDS AWARDED: $45,688
MATCHING FUNDS: $7,262

Sanitation Master Planning for Rural

Alaskan Villages-Kipnuk & Kigillingok

Project #97-2-100

Grant Manager: Campbell, Ann

Start Date: 12/31/1997

End Date: 08/01/2001

TECHNICAL AREA: SANITATION
ASTFFUNDS AWARDED: $455,240

i/ v ek 5 gL ety ecgs it/ 1000/ 4580 i

beyond the end of the task. Emergency response planners will be better
informed so improved response approaches will be developed and
implemented. The project outcomes include cost savings for buildmg
design and site characterization, as well as minimization of damage,
injuries, and disruptions from future earthquakes.

Design, ‘est, and evaluate shellfish nursery equipment and procedures
aﬁpro_pnate to the Alaskan environment to convert hatchery-produced
shellfish seed to an acce\otable size for stocking on Alaskan aquatic farms.
One of the primary goals of the project is to determine how long it will
take to grow hatchery-produced oyster seed to a size suitable for stocking
on aquatic farms. Demonstrate that large oyster seed can be produced in
Alaskan nurseries in one growing season.

Project will complement the shellfish hatchery that will be built as a
component of the Mariculture Technical Center. Information gained from
this pr(Hect will benefit Alaska by developing and testing the technology
required to produce a stable source of large high-quality oyster spat for
stocking of Alaskan farms. Nursery culture techniques developed could
also be used in future projects to facilitate restoration of indigenous
bivalve Hoopulatlons on oil-spill impacted beaches or to provide new
species for use by Alaska shellfish growers for product diversification.

This project finishes out the Evaluation of Residential Compost
technology project of Dr. Olofsson. This project will evaluate, in concert
with local communities, existing information pertinent to water and
wastewater practices and their possible long-term improvement in the
villages of Kwigillingok, Nunapitikuk, Kaliganek, and Manokotok. If
successful, it will lead to a long-term implementation project for
improvement of local sanitation practices in those communities.

Rural sanitation practices in Alaska are one of the leading health and
community development problems statewide. Developing better sanitation
practices using new and existing technologies will lead to better Jiving
conditions and improved community health in the rural villages of Alaska.

The tangible results of this Froject include a report of community process
and model; an analysis of lifestyle elements impacting village sanitation
systems; a development co:.tract for villa?es to model in forming
relationships with agencies outside of the village; engineering and costs
reports for modular systems constructed during the project; a catalog of
modular systems for use in other rural villages; decision tree tools for
future use in other rural villages; a model business plan for operation of
village "utility" systems; and, an analysis of critical project successes and

failures.

Ultimate success for this project would be achieved when the villages of
Kipnuk and Kwigillingok have taken a proactive stance in the
development, implementation, and ownership of a new water and
wastewater system for their villages. Ultimate success will require
regulatory agencies, principally, the State of Alaska, Department of

4DTLA
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MATCHING FUNDS: $15,287,309 Environmental Conservation, and the U.S. Public Health Service, to
actively include the villages in the design and implementation of village
water and wastewater systems. Expected

outcomes over the next five to ten years are: empovvennent of rural
villages in sanitation demsmn-makln?, implementation and operation;
technology transfer to a broad range of rural communities; and regulatory
agency buy-in to this new regulatory approach.

Research Design: Effects of Total This knowledge project is to develop a design for researching the effects
Dissolved Solids on Aquatic Life of Total Dissolved Solids (TDS} on fish and other aquatic life that is
acceptable to all stakeholders including both the regulators as well as the

Project# 98-1-012S industry participants. The Project Co-applicants and team consists of
representatives of AKDEC, AKDF&G, and the Council of Alaska

Project Manager: Campbell, McKie Producers, a mining industry consortium of hard rock mining companies
that have interests in Alaska. Once this phase is completed and an

Start Date: 04/17/1998 acceptable research design has been developed, additional fimding will be
sought to perform and Interpret the research regarding TDS" effect on

1End Date: 06/30/1998 aquatic life. Project success will provide a mutually agreed research
design for this topic as well as a model for how to approach other

TECHNICAL AREA: MINING politically ~ sensitive topics in a low-key scientific manner.
ASTF FUNDS AWARDED: $13,200 Project success would provide an acceptable research design for
determining the effects of TDS on fish and other aquatic life forms and

MATCHING FUNDS: $39,940 suitable levels for establishing regulations for the State that could be

implemented and interpreted ina future project.

Rural Sanitation Manual (Transferred ~ Develop a manual that describes an array of sanitation strategies

Lfrom Pickett/95-3-1055) appropriate for household and community application in rural Alaska. The
b Project will consist of the research, design, writing, and production
Project # 96-3-059S necessary to create and disseminate to a wide audience. The manual will
include a description, evaluation, cost and sources for household

Project Manager: Carnegie, John technologies for safely disposing o f sewage. The project will involve rural
sanitation experts, health officials, village health aids, and others. Fifteen

Start Date: 08/19/1996 thousand copies of the 8.5"xII" booklet of up to 49 pages will be printed
for distribution as well as load the product Into an electronic format for

End Date: 05/31/1997 computer networks. This manual will contribute significantly to closing
critical communication gaps and empower everyone concerned not only

(TECHNICAL AREA.SANITATION with new hope, but with real, practical tools to make rural Alaska a

healthier, happier place to live.
ASTF FUNDS AWARDED: $14,209

MATCHING FUNDS: $4,394

Alaska Technology Transfer Center The Alaska Technology Transfer Center (ATTC) provides Alaskan small
businesses with technology research and information searches to evaluate

Project #97-3-124 the technical feasibility of ideas and assists in refining and developing
. _ ideas into viable businesses. ATTC has access to federally developed
Project Manager: Christy, Charles technologies and links Alaskan businesses to federal labs to further the

technolo%y base in Alaska. A major component of this project is assistinﬁ
Start Date: 09/10 1997 Alaskan businesses in obtaining grant funding through the national Sma
Business Innovative Researc.i (SBIR) program, from background
End Date: 10/31/2000 information searches through proposal writing assistance. Through
one-on-one counseling and seminars ATTCs goal is to increase the
TECHNICAL AREA: UNCLASSIFIED success rate of SBIR grant funding in Alaska and to stimulate economic
development and diversification of the Alaskan economy.
ASTF FUNDS AWARDED: $230,289

ATTCs assistance will help leverage existing efforts to apply science and
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Evaluation of Residential Composting
Toilets in Remote Alaska (Report for
Oloffson Grant 92-2-083)

Project # 92-3-083

Project Manager: Craciun, Jean

Start Date: 11/14/1994

End Date: 05/31/1994

TECHNICAL AREA:
ENVIRONMENTAL

ASTF FUNDS AWARDED: $47,925
MATCHING FUNDS: $1,925

Alaska White Spruce Dimensional
Lumber Visual Grading Rule

Project# 95-1-002S

Project Manager: Curtis, Kevin

Start Date: 03/20/1995

End Date: 04/01/1996

TECHNICAL AREA: FORESTRY
ASTF FUNDS AWARDED: $24,900
MATCHING FUNDS: $1,750

Growing Alaska's Economy Symposium

Project #97-1-01 IS

Project Manager: DeMarco, Patricia
Start Date: 03/07/1997

End Date: 06/01/1997

TECHNICAL AREA: UNCLASSIFIED
ASTF FUNDS AWARDED: $13,453

/A ek s et Pty i/ 1000V 4S80 v

technology for the benefit o f Alaskan businesses. This project fills a niche
in economic development for the state bf/ fostering the growth of
techn_oloF_y-based companies which typically results in high paying
technicaljobs and new employment opportunities.

The goal of these research activities was to identify and assess
non-technical barriers to the acceptance and correction of composting
toilets in rural Alaskan households. Qualitative research activities were
designed to focus on the "people side" of rural sanitation, including an
assessment of the perceptions of key informants and stakeholders familiar
with sanitation issues, as well as the experience of rural residents.
Qualitative data was collected through in-depth interviews, site visits to
four rural Alaskan communities, and focus groups with rural residents.
Based on findings from this research, strategies to address barriers to the
acceptance and proper use o f composting toilets are presented.

This project will result in the development of a visual Prading standard for
Alaska white spruce dimension lumber. Successful completion could
potentially lead to import annual substitution of approximately 100
million board feet of dimension lumber. Although there is a large
variation in the purchase price of dimension lumber across the state, even
conservative estimates of $700 per thousand board feet results in a
SI%ﬂIfJC&_ﬂt amount of money remaining in-state through import
substitution in the dimension lumber market.

The visual grading standard, or source document, created by this project
will serve as the basis for establishing a voluntar{ trade association that
will maintain quality standards and enable Alaska white spruce to be
specified for construction projects according to established and accepted

standards.

The Anchorage Economic Development Corporation (AEDC) and the
Alaska Science and Technology Foundation cosponsored the first
conference in a series "Growing Alaska's Economy" in 1996. The first
conference placed a focus on technology and innovation while the second
symposium addresses the global marketplace. With a shared mission of
promoting growth and diversity in the economy of the state, AEDC and
ASTF co-sponsors this symposium to collaborate with Alaskan businesses
in creating a sustainable base for tire economy of the state.

MATCHING FUNDS: $10,000
LI} . - . 1 11

Bof B YYDTLN


http://w/vw.%5dcgis.statc.ak.us/IegaudAveb/pagcs/audits/1999/4589rpt.htiv

Auit Reoort B D9

20f 73

Geology Guidebook or Anchorage
Project u97-2-090S

Project Manager: Dilley, Lorie
Start Date: 06/27/1997

End Date: 04/01/1999

TECHNICAL AREA:
ENVIRONMENTAL

ASTF FUNDS AWARDED: $14,110
MATCHING FUNDS: $23,590
Health Promotion Program
Project # 94-4-128S

Project Manager: Domnick, Joan
Start Date: 03/20/1995

End Date: 10/31/1995

TECHNICAL AREA: HEALTH
ASTF FUNDS AWARDED $24,949
MATCHING FUNDS: $45,053
Firetveed Rock Glacier Research, Ph. 11
Project #97-2-087S

Project Manager: Elconin, Roger
Start Date: 07/02/1997

End Date: 10/31/1998

TECHNICAL AREA:
ENVIRONMENTAL

ASTF FUNDS AWARDED: $18,725
MATCHING FUNDS: $8,045
Alaska Health On-line

Project it 97-4-153

Project Manager: Garrison, Steve
Start Date: 09/10/1998

End Date: 09/30/2001

TECHNICAL AREA: HEALTH

i 7wl ekus ety e ks BRYASt Hin

This project will partially fund the production, publishing, and marketing
ofan easy-to-use guidebook on the geological processes and history of the
Anchorage area. Various localities which demonstrate important geologic
topics around Anchorage will be identified, described, and explained,
including relevant processes, landforms, and hazards involved. The
guidebook produced b?/ this project should be a useful tool for city and
private planners, developers, engineers, geologists and students on the

geology of Anchorage.

This project will design, implement, and evaluate an innovative smoki_nﬂ
cessation program _usmg distance delivery technology combined wit
smoking cessation aids. Project will use a RATNet long-distance delivery
system available to all parts of Alaska and will evaluate success of
pro?ram based upon results achieved in three rural communities. The
evaluation will provide the necessary information to support a full-scale
implementation of Healthlink as a means of providing continuing
education and health promotion. Project results will be used to support
institutionalization ofdistance-delivered community health promotion and
continuing education for community-based workers. The principals
include a number of native corporation and native health associations as
well as the state Department of Health & Social Services.

This project will advance exploration techniques for mountain permafrost.
Geophrsmal measurements will be conducted on a flowing mountain
permafrost landform, a rock glacier. The findings from this project should
result in the development of a powerful dia%nostic_ tool that can be applied
to other rock glaciers and earthflows. This will benefit cold regions
engineers and scientists in their investigations of mountain permafrost and
related phenomena.

This research explores an innovative and cost-effective way of training
teachers. AK Health Online permits teachers to retrieve health materials
(HcalthHELP) from the Internet, communicate with fellow teachers and
use an Internet student "portfolio” to monitor students’ success in health
education. In this study rural and urban teachers will be arranged in three
groups. Each group receives a different training re?|m_e. A primary
measure for checking research hypotheses will be analyzing data about
health factors in participating communities; these reports will assess the
impact of AK Health Online, and are to be provided especially for this
project by the state of Alaska, Dept, of Health and Social Services. A
secondary measure of testing research hypotheses will be data collected
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ASTF FUNDS AWARDED: $139,115
i MATCHING FUNDS: $234,109

11SCORD "97-Showcase of Alaska Cold
| Regions Technology

Project it 96-3-067S
Project Manager: Gill, James
Start Date: 12/06/1996
|1End Date: 07/31/1997
JTECHNICAL AREA: UNCLASSIFIED
ASTF FUNDS AWARDED: $20,000
MATCHING FUNDS: $13,000
| Estimating Wildlife Population Levels
lWith DNA Techniques
Project# 97-1-009S
Project Manager: Groves, Pamela
Start Date: 04/17/1997
End Date: 12/01/1998
TECHNICAL AREA: AGRICULTURE
j ASTF FUNDS AWARDED: $19,981
MATCHING FUNDS: $27,396

Inundation Mapping for Tsunami
Hazard Mitigation

Project # 97-1-002

Project Manager: Hansen, Roger
Start Date: 09/08/1998

End Date: 01/31/2001

TECHNICAL AREA: HEALTH
ASTFFUNDS AWARDED: $60,000
MATCHING FUNDS: $327,911

Influence of Early Stand Density

oAtk epuaAnc s i/ 10060 i

about teacher frequency of use of HealthHELP.

This project will sponsor presenters and students at the 1997 International
Symposium of Cold Region Development (ISCORD) to Iv' held in
Anchorage in May 1997. Conference proceedings will be prepared and
distributed to all conference attendees in CD ROM form and ASTF will
have Home Page ready proceedings to unload to ASTF's Home Page.
Planning and preparatmn.supRort for organizing exhibitors and sponsors
for symposium that will showcase Alaskan technology businesses.

This project will develop a technique of counting wild animal populations
without the need to capture and handle live specimens. DNA analysis of
fecal samples will be used to identify the specific animal that left the
deposit, and accepted statistical methods would be applied to conduct
population estimations.

This innovative identification technique could save significant amounts o f
wildlife management funds and provide a method of wildlife management
that is safer both for the subject animals and for the people associated with

live capture.

As part of a Federal/State Tsunami Hazard Mitigation initiative, a team
has been assembled of university, state, and federal employees in
seismology, oceanography, geographical mapping, and e_me_rgi_ency
response/hazard mitigation has been assembled for an interdisciplinary
approach to evaluating and mapping the inundation and flooding of
Alaska coastlines following large coastal earthquakes and landslides that
generate tsunamis.

The model will serve to predict the extent of tsunami water wave runup
(floodmg% along Alaska shores. This basic information is particularly
valuable for tsunami warmning and_i)_r_edlctlon and is critical for evacuation
of populated areas and marine facilities. People in towns and ports on the
shores of the Gulf of Alaska and Cook Inlet and the Aleutians subject to
tsunami inundation will be the primary users of the information developed

in this project.

1 Naturally generated clearcut harvest areas in Southeast Alaska will be

4YDTLA
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Management on Tree Form Growth and

Habitat Development in
Southeast Alaska Forests

_ Project u97-2-112

I Project Manager; Harris, Richard
Start Date: 03/12/1998
End Date: 03/31/2009
TECHNICAL AREA: FORESTRY
ASTF FUNDS AWARDED: $204,385

MATCHING FUNDS: $263,690
1

Pratt Museum Internet Connectivity
Project

Project ti 98-2-100

Project Manager: Hawfield, Michael
Start Date: 08/18/1998

End Date:

TECHNICAL AREA: UNCLASSIFIED
ASTF FUNDS AWARDED: $32,528
MATCHING FUNDS: $34,416
Suohun Disdge Operations Relaed t
Turbidity &

Arsenic Mobility on the Forty-mile
River

Project//98-1-079S

Project Manager: Henning, Mitch
Start Date: 07/27/1998

End Date: 01/31/1999

TECHNICAL AREA: MINING
ASTF FUNDS AWARDED: $18,000

Imp://Ainunloggs sate.ak s/ecpLc/netyreges/aLcits/1999//6580rt i

thinned to live different density levels with and without control of
competing shrubs. Tree growth and stem quality will be measured and
observed for a decade and beyond. A companion study will observe if
natural regeneration can be facilitated by delaying the development of
competing undesirable plant species. In addition, the plots will be
evaluated for combinations of ve%_etatmn and stand density management
in terms o f the degree to which habitat for blacktail deer and other wildlife
is enhanced. The ﬁijeCt is scheduled to take twelve years. In the Firstyear
precommercial thinning and brush treatments will take place. The
subsequent eleven years will involve detailed analysis of the results.

Sitka spruce and western hemlock timber provide the backbone of much
of southeast Alaska's economic activitK. This project will provide
manag?ers of forest land in southeast Alaska with information relating to
the effects of regeneration density on future yields and (éuaht of
spruce/hemlock timber, and to determine the role of shrubs and herbs in
yield of thinned stands, development of ungulate habitat, and recruitment
of natural regeneration on newly harvested sites. The project will provide
an analysis of general responses of youn? Sitka spruce/western hemlock
forests to intensive manipulation in their first two decades. Differences in
coniferous and non-coniferous cover are extreme with the natural range of
Sitka spruce in Alaska. Observations elsewhere indicate that overstocking,
species composition, and domination by brush or herbs will have a strong
effect on stand growth and habitat for a decade or more.

The primary goal of this project is to connect the Pratt Museum to the
Internet so that Alaska citizens and interested persons worldwide will
have access to the programs, projects and resources ofthe Museum. Three
additional goals facilitate this. Thus, a second goal of the BFOJECI IS to
Browde significantly broadened, efficient communication between the
ratt Museum and other science centers and museums within Alaska and
outside the state. A third goal of the ﬁroject IS to connect Museum visitors
to certain Internet resources in the context of Museum interactive
exhibitions. The fourth goal of the project is to connect all Museum
offices to the Internet and internal communications network in order to
enhance the capabilities and efficiencies o f program and support staff. The
ﬁrOJect includes the purchase and installation of routing and switching
ardware. The installation of data lines, the formatting of an interactive
web site, staff training, and the expense of publishing the web site.

In collaboration with the Alaska Department of Natural Resources, the
U.S. Geological Survey and the U.S. Environmental Protection Agency,
this project will provide basic understandmg of the effects of modem
suction dredging on the water quality in the Forty Mile River. Questions
existed about the magnitude of changes in turbidity and arsenic
concentration downstream from mining operations.
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MATCHING FUNDS: $61,200

Aurora BIDCO

Project it 97-1-054

Project Manager: Hoffman, David
1 Start Date: 06/18/1997

End Date: 06/30/2009

TECHNICAL AREA: UNCLASSIFIED
ASTFFUNDS AWARDED: $3,000,000
MATCHING FUNDS: $3,000,000

Anesthesia of Pacific Salmon for
orSuperaniled Water TP cee!
Project #96-1-01 IS

Project Manager: Hovda, Joar

Start Date: 04/01/1996

End Date: 10/31/1996

TECHNICAL AREA: FISHERIES
ASTF FUNDS AWARDED: $20,000
MATCHING FUNDS: $17,000
Evaluation of Helical Anchor System
Project #97-1-005

Project Manager: Kinney, Thomas
Start Date: 05/27/1997

End Date: 07/15/1999

i/ Aol stk /et VoA ot ASPVABS O
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BIDCOs are private-sector financial institutions intended to promote
economic growth. They differ from banks in that they are foermltted to
make equity investments in growing business as well as to loan maney.
Also, they are designed to provide more technic? 1 assistance and
management consulting services to client businesses than banks are able

to provide.

In 1992 the Alaska Legislature passed the Alaska BIDCO Act, which was
essentially the same as the Michigan statute. In 1996 the Legislature
authorized ASTF to provide a $3 million loan to an Alaska BIDCO if a
new BIDCO could raise $3 million in private-sector investment. After
issuing a Request for Proposals in 1996, ASTF selected the proposal
submitted by Alaska Growth Capital, which was based on a commitment
for $3 million in capitalization from Arctic SloPe Regional Corporation.
The loan was structured so that it could gradually be converted to a grant
over a number ofyears if the BIDCO succeeded Iin becomm% a permanent
financial institution that significantly contributed to the Alaskan economy.

The mission of the BIDCO is to provide financing and technical
assistance to growing Alaskan businesses. AGC will not normally finance
start-up businesses. AGC will provide commercial financing based on the
growth potential of the business. AGC is especially interested in financing
resource-related and technology-oriented businesses which produce a
ﬁroduct. AGC can either make equity investments, conventional loans or
ybrid loans which involve a relatively low fixed interest rate plus a
percenta_?(_e of either sales or net profits. AGC has an initial capitalization
0f 86 million and intends to provide approximately $2 million per year in
financing to Alaskan businesses.

The focus of this project is to examine the feasibility ofusing superchilled
water as a means of anesthetizing salmon during processing. A processmg
line will be fabricated that will include a chilling unit, conveyor belt, an
bleed tank for use in processing cost recovery fish b?]/ Prince William
Sound Agriculture Center during their 1996 season. The processed fish
and eggs will be assessed for quality and the economics of the process
will be analyzed for comparative efficiencies.

The results of this demonstration project will be useful in comparing this
technique with existing anesthesia_methods such as electroanesthesia or
C02 as a practical and economical method of anesthetizing fish in
commercial scale processing operations.

Alaska Foundation Technology has marketed helical piers for foundations
over soft soils since 1990; the design and installation procedures for this
use are well established. It is probable that the same pier system would
work well in permafrost, but no information confirming this is available.
The piers could be used on buildings for which stabilization is currently
considered not economically feasible, and they could reduce costs on
some new construction. This study \ 1 determine if the technology is
economically viable, make revisions in the hardware design and
installation techniques where applicable, and develop design and
installation guidelines for use by engineers and contractors working in

TECHNICAL AREA: ARCTIC STUDIES  permafrost.
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ASTF FUNDS AWARDED: S167,602
MATCHING FUNDS: S149,693

Development of a Geographical
Pt Humanigeat Confis

in Anchorage

Project #98-1-078S

Project Manager: Kleckner, Christopher
Start Date: 05/18/1998

End Date: 12/31/1999

TECHNICAL AREA: UNCLASSIFIED
ASTF FUNDS AWARDED: $19,846

MATCHING FUNDS: $21,221

Canola Research and Demonstration
Project# 96-2-018S

Project Manager: Knopp, Paul

Start Date: 06/06/1996

End Date: 12/31/1996

TECHNICAL AREA: AGRICULTURE
ASTFFUNDS AWARDED: $12,000
MATCHING FUNDS: $46,421
Resource and Market Feasibility Studj
ofthe Developmentofa Sun'Clam
Industry in Coastal Alaska

Project # 94-2-041

Project Manager: Kopplin, William
Start Date: C6/12/1995

End Date: 03/31/1996

TECHNICAL AREA: FISHERIES
ASTFFUNDS AWARDED: $85,653
MATCHING FUNDS: $236,364

/At ok /oL Aetv o A 100/ 4580

A successful outcome will entail the helical pier system provinfg effective
in permafrost and offering builders a lower cost altemative-for at least
some aspects of construction on permafrost—than is presently available, If
the system is effective, the project will produce design and installation
guidelines for use by engineers and contractors working in permafrost.

The development of a Geographic Information System (GIS) database of
the seasonal habitat preference of black bear in the Anchorage area is a
ﬁertment key to the prediction of high-risk areas and reduction of
uman/bear conflicts. Alaska Department of Fish and Game has estimated
a total of 250 black and 60 brown bears in the Anchorage area.
Development of this database provides many benefits. The information
can be used to predict areas where a great potential for human/bear
conflicts exists and plan accordingly to reduce this potential. Secondary, a
reduction of human/bear conflicts will require less man hours and
equipment to deal with Broblem bears as well as reducing medical costs to
those injured. The database will be constructed from data compiled over
the next two years from the seasonal distribution and habitat of the
Anc_hora(fe black bear study. The information will be taken from 15
radio-collared black bears.

Six farmer cooperators will each (TJrow 24 acres of canola in the Delta
Junction area fo provide fleld-scale tests needed to increase the local
knowledge on the costs and management requirements of producing
canola. This study involves production demonstrations, economic
feasibility, seed quality analyses, and seed for initial operation of an
oilseed crusher in interior Alaska. Demonstration of the crop V|ab|I|tV will
stimulate interest and financial support for an oilseed industry in Alaska.

The project will first survey the slock of surf clams and cockles in the
coastal regions of the Gulf of Alaska and the Bering Sea and will harvest
small quantities for use as samples for identified markets in Japan and

Spain.

If the surver reveals a population that could sustain commercial harvest
and market feedback warrants the effort, this research project may provide
the basis for a niche industry using a nonutilized renewable resource that
will both expand the economy and create new employment opportunities
for Alaskans.

43072 N
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I'Kodiak Launch Complex

Project # 96-4-077

Project Manager: Ladner, Pat
Start Date: 10/03/1997

End Date: 12/31/1998

TECHNICAL AREA: UNCLASSIFIED
ASTFFUNDS AWARDED: $5,000,000

MATCHING FUNDS: $23,000,000

Thermal Exploration for Energy

Project # 95-3-095S

. Project Manger: Lappi, David

Start Date: 11/14/1995

End Date: 04/30/1996

TECHNICAL AREA: ENERGY
ASTF FUNDS AWARDED: $20,000
MATCHING FUNDS: $23,500

Yukon Kuskokwim Delta
Telecommunications Forum and
Development Project

Project# 97-4-150S

Project Manger: Leonard, Martin
Start Date: 01/13/1998

End Date: 09/30/1998

TECHNICAL AREA: UNCLASSIFIED

ASTF FUNDS AWARDED: $20,000

MATCHING FUNDS: $25,250

A Demonstration of the use of
Electrocoagulation for Solid Waste
Recovery in the Seafood

Industry

i/ s s kAL Gy g A A0V AS

The Kodiak Launch Complex (KLC) will be located on Narrow Cape,
Kodiak Island, on 3100 acres of state-owned land and serve as a dual-use
launch facility able to caiJ_ture customers from hoth the private and
government sectors. The KLC will be the first commercial spaceﬁ)ort in
the U.S. and will provide facilities needed to support a rocket launch
complex capable oflaunching up to 8,000-pound payloads (satellltesR into
low earth polar orbit. The facilities consist of a Launch Control and
Management Center, Payload Processing Facility, Integration and
Processing Facility, an Integrated Spacecraft Assembly and Transfer
Facility, .and a Launch Pad.

The launch facility is expected to add new dimension to the Alaska
economy. Building the facility will temporarily increase Kodiak's
construction employment by more than 50%, and the facility operations is
expected to generate 50 to 140jobs, depending on the number oflaunches
i)_er year. In addition to increasing the Kodiak payroll, tourism would
ikely increase, and the presence of the facility could create research
opportunities for University of Alaska scientists.

Develop a new satellite-based exploration tool which will allow screening
of unexplored areas of Alaska. Many subsurface ener%y resources can he
located by their surface thermal anomalies. Develop a new |ma%e
Processmg and interpretation technique which uses the data from the
ittle-used nighttime passes of the Landsat satellite to identify thermal
anomalies. The project consist of three main areas, which are data
acquisition and correction, image processing and image interpretation.

This project will assist rural Alaska in developing its own locally
Eroduced energy s_uppli/), and reduce the high cost of importing diesel fuel
y ocean tanker, river barge or aircraft, and the associated environmental
risks from fuel spillage during shipment, transfer, and storage.

The focus of this Yukon-Kuskokwim-Delta regional development effort
will be on developing strong ties and dialogue between: .

telecommunications providers; community development, municipal and
tribal specialist; state and federal telecommunications agencies; and
regional education, health care and human service O[Pamzatmns. The
dialogue and dissemination of information will be facilitated through a
two- aJ regional conference and the production of multimedia resources
to be delivered to the region, statewide, and on a national/international

level.

A ﬁilot project to determine the viability of using electrocoagulation
technology as a method of recovering solids in seafood processing plant
wastewater streams. The undertaking is a combined effort of the Pacific
NW Pollution Prevention Research Center, UniSea, Inc., and the Alaska
Department of Environmental Conservation to reduce waste and pollution

4/30/99 7:42 A
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Project it 95-3-098S

Project Manager: Leviten, David
Start Date: 10/02/1995

End Date: 06/01/1996

TECHNICAL AREA: FISHERIES
ASTF FUNDS AWARDED: $13,423
MATCHING FUNDS: $18,530

Constructed Wetlands for Seasonal
Wastwater Treatment

Project it 98-2-088S

Project Manager; Maddux, Dave
Start Date: 08/18/1998

End Date:

TECHNICAL AREA:
ENVIRONMENTAL

ASTF FUNDS AWARDED: $19,700
MATCHING FUNDS: $21,310

Metallogenesis & Position of Nonvisible

Refractory Gold in Interior Alaska
Lode Deposits

Project # 95-1-028S

Project Manager: McCoy, Daniel
Start Date: 10/02/1995

End Date: 11/30/1997

TECHNICAL AREA: MINING
ASTF FUNDS AWARDED: $19,960
MATCHING FUNDS: $62,500

Dcadliorse Runway Instrumentation
Project

Project# 97-2-094S
Project Manger. Meese, Debra

Start Date: 04/20/1998

/A g st ks e e A R4S

in the seafood industry by greater utilization of the resource during the
Processmg procedure. The demonstration will take place in the UniSea,
nc., plant located in Dutch Harbor during fall and winter of 1995-1996. If
the desired outcome is achieved, Alaska will benefit in several ways from
this project. All information learned will be disseminated throughout the
industry in Alaska <d other locations as well. The state's aquatic
resources will be better utilized and industrial pollution will be reduced at

the same time.

Build a constructed wetland for seasonal secondary treatment of sewage
wastewater from a summer camp..

This project will use spectroscoric methods to evaluate the position of
nonvisible refractory gold in Alaska lode deposits and determine best
methods for recovering it from ore. The Bro;ect also categorizes the ore
mineralogy and geochemistry of recoverable deposits. Refractory gold is
trapped within other minerals. Only a small portion can be visiblﬁ
detected, as in arsenopyrite. The rest is not visible even wit
high-powered microscopes despite high assay values. This prolect_wnl
attempt to develop tecliniques for finding and recovering cost-effectively
these gold deposits in Alaska. If successful, this project will provide the
mining industry with new tools for refractory gold discovery and
extraction.

The project will install sensors to monitor the performance of the
rehabilitated Deadhorse Airfield. Monitoring efforts on the new asphalt
pavement will include using temperature sensors and strain gauges_ in
addition to other measured distresses such as cracking and rutting.
Additionally, an airport design group wants to monitor the heat produced
by the lights buried in the runway to determine if there is any permafrost
thaw beneath tire fill. Through an Educational Partne_rsh|8 Agreement
with llisagvik College in Barrow, students will work with Cold Regions

4DTLA
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End Date: 09/30/1998

TECHNICAL AREA: UNCLASSIFIED
ASTF FUNDS AWARDED: §20.000
| MATCHING FUNDS: 545,000

mRiver Thaw Bulb—Water Supply
Development

Project # 96-3-063S
Project Manager: Meltzer, Andrew
Start Date: 11/01/1996
1End Date: 05/01/1999
!1TECHN|CAL AREA: SANITATION
ASTF FUNDS AWARDED: $20,000
MATCHING FUNDS: $79,620

I U.S.-Japan Cooperative Project to
Evaluate Testing Methods for Assessing
Quality of
Alaskan Pollock Surimi
Project # 96-3-062S
Project Manager: Mitchell, Christopher
Start Date: 08/29/1996

J End Dr*e: 06/01/1997
TECHNICAL AREA: FISHERIES
ASTF FUNDS AWARDED: $10,000
MATCHING FUNDS: $0
Syringe Exchange for Hepatitis
Project # 96-3-056
Project Manager: Nenzel, Andrea
Start Date: 09/10/1996
End Date: 12/31/1999
TECHNICAL AREA: HEALTH
ASTFFUNDS AWARDED: $77,076

/A ek pLrAve et/ A0V A5

Research & Engineering Laboratory (CRRELJ researchers to install
subsurface and pavement temperature ‘sensors an Paveme_nt strain gauges
to monitor the project. The students will remotely monitor the runway
data from Barrow and will be assisted by CRJIEL researchers and
Ilisagvik faculty in data collection and analysis.

This project will demonstrate the applicability of surface-calibrated earth
electrical resistivity measurements to define subsurface river thaw bulb
dimensions. The project will also construct a prototype
high-dcnsity-polyethylene, curved well casing which will be connected to
an existing water treatment plant.

Electrical resistivity is an established geopf&ysical exploration method.
Measurements are typically calibrated with a drilled hole rather than from
the surface. Measurements are typically adjusted to account for the effect
of a single resistivity measurement being used to measure mixed
resistivity from layers of different subsurface materials or temperatures.

This project, however, will use known local soil formations for resistivity'
calibration from the surface. Resistivity of known local soil formations
will be taken during late winter when the seasonal active layer is mostly
frozen. The resistivity of thawed soil below the river will be very different
from the frozen resistivity of similar soils.

A joint effort of Japanese & U.S. food scientists to evaluate the two
conf!lctlnP methods currently used in the industry for establishing the
quality of poilock surimi. The desired outcome would be a set oftestmg
methods that would fairly evaluate product (1uallty and would be accepte
by both the manufacturers of surimi as well as the Japanese buyers and
consumers of surimi. This set of testing methods would then be the
standard for the Codex Ailimentarius being developed to reguiate
international trade of foodstuffincluding surimi.

The desired outcome for this project would benefit Alaska by enhancing
the value of the substantial amounts of surimi manufactured in Alaska
each year and sold in Japan and around the world.

The Alaskan AIDS Assistance Association (AAAA) will be conducting a
syringe exchange program at two different locations. One location will be
in Spenard, the other in downtown Anchorage/Mt. View. This syrin%e
exchange program will be part of a clinical trial conducted by the
University of Alaska Anchorage %UAA) that will be funded by the
National Institute on Drug Abuse. The outcome measure will be Hepatitis
B Vims incidence, which will be monitored through serological testing of
Partlmpants. The cohort will include 600 current needle users and 550
ormer needle users.

If this project is successful, the Surgeon General of the U.S. will use the
results of this study to lift the ban on the use of federal funds for needle
exchange. The Surgeon General will be able to do this because the gold
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standard of scientific evidence will have been met, that of a randomized

MATCHING FUNDS: $68,640 prospective clinical trial.
NetDay Alaska 2000 This knowledge project is to establish an Alaska statewide office for
NetDay Alaska 2000. The NetDay Alaska 2000 office will coordinate the
Project # 97-1-006S statewide activity to participate in a national effort to wire K - 12 schools
throughout the state using community volunteer labor, and with minimal
Project Manager: Newell, Mark materials costs. This wiring will enable the schools to get on the Internet
and/or network their computers throughout the school for class projects
1 Start Date: 03/19/1997 and shared use of resources, such as accessing CD-Roms and laser
printers.

End Date: 06/01/1999 o _ _
This infrastructure in the schools will push the demand end of the Internet
TECHNICAL AREA: INTERNET for more band width and educate the students in the process.

ASTFFUNDS AWARDED: $54,895
MATCHING FUNDS: $155,200

Alaska InvestNet A three year, four month effort to build a statewide capital network for
investors and entrepreneurs. A means of assisting Alaska businesses in
Project #97-1-010 accessing the capital needed for new and innovative ventures. The project
will concentiate on building an investor base of individuals capable of
Project Manager: Northrip, Charles investing in Alaska businesses and on setting standards and making
assistance available to assure entrepreneurs enrolled in the network are
Start Date: 09/11/1998 ready for negotiations with serious investors.

End Date: 01/31/2002
1TECHNICAL AREA: UNCLASSIFIED
ASTF FUNDS AWARDED: $271,553
MATCHING FUNDS: $450,386
Depuration of Paralytic Shellfish The f)roject will test the feasibility of cleansing geoduck clams harvested

Poisoning (PSP) from Geoduck Clams in Alaska dive fisheries of PSP by "depurating" toxic geoducks in oyster
farming gear. The cNansing process would more than double the value of

Project #97-1-008 the geoducks to be ,old on the live market. The project will result in the
development of procedures for depuration operations, background disease

Project Manager: Painter, Rodger testing for most of Alaska's commercial-scale geoduckbed, market
analysis for live geoducks, and business plan for a commercial-scale

Start Date: 04/25/1997 geoduck depuration business. The project would involve intensive testing
of geoducks for PSP by National Marine Fisheries Service and Alaska

End Date: 07/31/1998 Department o f Environmental Conservation.

TECHNICAL AREA: FISHERIES Project addresses the biggest obstacle encountered in efforts to develop

Alaska's vast bivalue resources bV using low-cost methods to cleanse

ASTFFUNDS AWARDED: $49,872 eoduck clams of PSP. ADEC will work with the project team in testing
the feasibility of the relay method of PSP toxin reduction an

MATCHING FUNDS: $77,470 development of operating procedures for commercial-scale operations.
_ _ . ADEC would be testing the samples at the Palmer lab, assembling PSP
Depuration of Paralytic Shellfish data for Alaska geoduck fisheries, review the National Shellfish Sanitation

PoisoningéPSP) from Geoduck Clams Prqgra_m for requirements for commercial operations, development of
(Continued) guidelines for a "sentinel" system to provide early indications of PSP, and
review the final results. [f successful, this project will significantly
increase the value of one of Alaska's existing shellfish resources.

Corrosion Workshop Developn nt for | This project will develop, conduct, and evaluate a corrosion workshop for
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Russian Nuclear Power Plant Personnel

Project # 97-1-079

Project Manager: Perrigo, Lyle

Start Date: 07/09/1997

End Date: 09/30/1998

TECHNICAL AREA: ENERGY
ASTF FUNDS AWARDED: $44,299
MATCHING FUNDS: $86,395

Alaska Sealife Center Internet
Connectivity Project

Project if 97-4-143

Project Manager. Pfeiffenberger, Jim
Start Date: 12/31/1997

End Date: 04/30/1999

TECHNICAL AREA: FISHERIES
ASTF FUNDS AWARDED: $52,380
MATCHING FUNDS: $52,699
Rural Sanitation Manual

Project it 95-3-105S

Project Manager: Pickett, Anna

Start Date: 10/18/1995

End Date: 10/01/1996

TECHNICAL AREA: SANITATION
ASTF FUNDS AWARDED: $1,423
MATCHING FUNDS: so

Application of New Technologies to
Detect Dinoflagellates that Produce
Saxitoxin

Project //98-2-0863
Project Manager: Plumley, Gerald
Start Date: 05/29/1998

i/ gt ok AL Ave eyt APV

selected personnel from the northeastern Siberia Bilibino Nuclear Power
Plant. This prototype workshop will be held in Anchorage, then be refined
and offered as a technical service to the staffs of other Russian nuclear
reactors. U.S. Department of Energy personnel will assist in identifyin
specific  sites where future workshops will be conducted.

If successful, this project will establish a new knowledge-base business in
Alaska and decrease the possibilities of nuclear accidents in reactors

adjacent to Alaska.

The project will include the purchase ofequipment for the installation ofa
functioning dedicated internet connection into the Alaska SeaLife Center
and the use of that connection to reach students, scientists, teachers, and
citizens both within Alaska and beyond.

The Alaska Sealifc Center (ASLC% Internet Connectivity Project is
designed to Frovide Alaskans with access to the knowledge and
capabilities of ASLC. They plan to provide "cutting edge" marine
research in a laboratory setting to Alaska. The information provided will
be of great interest to Alaskans and others who have a stake in the health
of North Pacific marine ecosystems. ASLC plans to establish a World
Wide Web site for use by students, teachers, supé)ort information for
researchers, and general information about the ASLC facility for the
general public.

Develop a manual that describes an array of sanitation strategies
appropriate for household and community application in rural Alaska. The
Project will consist of the research, design, writing, and production
necessary to create and disseminate to a wide audience. The manual will
include a description, evaluation, cost and sources for household
technologies for safely dlsposmg1 of sewage. The project will in "olve rural
sanitation experts, health officials, village health aids, and others. Fifteen
thousand copies of the 8.5"xI1" booklet of up to 49 pages will be printed
for distribution as well as load the product into an electronic format for
computer networks. This manual will contribute significantly to closing
critical communication gaps and empower everyone concerned not only
with new hope, but with real, practical tools to make rural Alaska a
healthier, happier place to live.

This project will take part in the beta-level testing of a new DNA-based
technology that shows great promise in the rapid, unambiguous
identification of the toxic dinoflagellates (i.e., Alexandrium 's;})]p.) that are
enerally regarded to be the major source of paralytic shellfish poisoning
?PSP) toxins (i.e., saxitoxins) in Alaska. The goal for this project is to
position themselves so that they can implement the DNA and shellfish
monitoring programs quickly, as volunteer groups begin their monitoring
Programs around the slate under the auspices of ASTF. The final report
or this project wili include a detailed project plan for follow-on activities.
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End Date: 11/01/1998

TECHNICAL AREA: FISHERIES
ASTF FUNDS AWARDED: 519,839
MATCHING FUNDS: $4,160

Performance Evaluation for Modified
ATcie Envionménts T
Project # 97-4-148

Project Manger: Reich, Richard

Start Date: 05/28/1998

End Date: 09/30/1998

TECHNICAL AREA: ARCTIC STUDIES
ASTF FUNDS AWARDED: $150,000

MATCHING FUNDS: $58,062

Alaska Earthworks Fish/Timber
Composting Pilot Project

Project if 97-1-068

Project Manager: Rinehart, Roberta
Start Date: 09/24/1997

End Date: 09/15/1998

TECHNICAL AREA: FISHERIES
ASTF FUNDS AWARDED: $137,531
MATCHING FUNDS: $26,666

Arctic Research Vessel Design
Project #95-1-019S

Project Manager: Royer, Thomas
Start Date: 06/30/1995

End Date: 09/15/1995
TECHNICAL AREA: SCIENTIFIC
RESEARCH

i/ A ek e ARy s/ 190B/4580

This project will be a performance evaluation for modified vacuum sewer
sy\/s_tem components in Arctic environments. The proposed s%ste_m will
ultimately be constructed in four of the North Slope Boroug_ villages.
The system will modify die current vacuum sewer system used in warmer
climates to allow for operations in Arctic environments. The system will
incorporate direct-bury piping and standard plumbing fixtures within the
home. This design will depend on die modified vacuum system's
transition from gravity to vacuum, either with a vacuum pit buried in the
frozen soil or a vacuum sump surface mounted on the user's dwelling.
Numerous operating variations will be simulated and tested to provide
sufficient data on each valve's performance.

The project provides a means to develo,o the vacuum sewer technology
that provides reliable performance and low operating costs in an arctic
environment will benetit the bush communities of Alaska, now and in die
future. Vacuum sewer technology has advanced tremendously in the past
decade, as evidenced by installations in wanner climates and even by the
PHS in Alaska. The proposed technological advancement with this project
to bury the collection system in permafrost and provide water-flush toilets
is but another step forward.

This pilot project is a demonstration of composting a combination of fish
waste and wood waste to produce nutrient-rich soil additive products.
Once the demonstration pr%_ect has been successfully completed, there are
plans in place with fitn |ng1, to establish a business-based on the
developed products that would then be sold in various markets. The
business would be based in Sitka and would provide fifteen full-time jobs
once fully operational.

The outcome of this project would include the latest composti_nﬁ
technology being demonstrated in the State, and this would be shared wit
other interested parties in the State. It will be the basis for a new
Alaska-based business that will provide full-time.emlploymer_lt for fifteen
persons once the business is fully operational. Finally, it will produce a
salable product from what is now a waste product that is currently an
environmental problem for the timber and fish hatchery industry.

To continue the design of an Arctic research vessel into its next stages.
The project involves the preparation and presentation of materials on the
vessel for the National Research Council which will evaluate the vessel
for federal funding sources.

The Arctic Research Vessel is of vital interest to the s.ate of Alaska. It
will be a state-of-the art ice breaker devoted to oceanographic research in
the Arctic Ocean and Bering Sea. It will be used to investigate scientific
questions of Arctic pollution, global climate change, ocean circulation,
resource development, fisheries, and Arctic transportation. It will provide
a platform for the University of Alaska scientists to work and would
attract similar world class scientists to this region. When built, the
operations of this vessel will be supported primarily by the federal
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government and will create new jobs in Alaska for the next three or four
ASTF FUNDS AWARDED: S19,109 decades.

MATCHING FUNDS: 540,891

North Pacific Volcano Center (NPVLC)  The project will enable the North Pacific Volcano Learning Center to
create a web site and maintain it during the development phase. This is a

I Project #98-1-0035 necessary step in the Internet Connectivity for science museums and
learning centers in Alaska. This is phase 1 of a multiple phase project

Project Manger: Salo, Judith which will lead them to a more sophisticated electronic outreach plan for

the Center. As a result of this project, the NPVLC will have a basic, but

Start Date: 03/10/1998 useful foundation for their eventual electronic outreach program.

End Date 10/01/1998
TECHNICAL AREA: SCIENTIFIC
RESEARCH

ASTF FUNDS AWARDED: §5,450
MATCHING FUNDS: $7,610

Preventing Sudden Death in Iditarod Develop techniques to identify dogs at increased risk of sudden cardiac
Sled Dogs death during the Iditarod and measures to prevent injury or death to the
. dogs as a result of sudden cardiac failure. Outcome ofthe research will be
Project if 94-4-117 the determination of the normal EKG in sled dogs, and the ability to
_ detect, by pre-race EKG examination, dogs at increased risk of sudden
Project Manger: Schmidt, Karin death during the race.
Start Date: 06/13/1995 Reducing the number of dogs dying suddenly during the Iditarod Trail
sled dog race, and other long distance sled dog races will increase support
End Date: 06/30/1999 for the races and demonstrate proper care for the do(?s. Sled dog racing
has a significant economic impact on the tourism industry in Alaska, as

TECHNICAL AREA: UNCLASSIFIED well as other sectors of the Alaska economy. Reducing or eliminating sled

dog (deaths will favorably impact owners” responsibilities to their dogs,
ASTF FUNDS AWARDED: $71,200 public perception of the races, and result in enhanced tourism
opportunities statewide as support for the Iditarod and other sled dog races
MATCHING FUNDS: $40,200 benefits from the prevention of animal fatalities during the race.
Alaska Challenger Learning Center The Alaska Challenger Learning Center provides its users, students of all
ages, with the opportunity to Investigate and applhl science and math
Project # 96-2-025S technologies through space flight simulation. The Kenai proposal
develops use of the center by creating an electronic classroom in order to
Project Manager: Scott, Kathleen allow distance delivery of applied uses through modem audio and video
teleconferencing removing the obstacle of distance barriers for all
Start Date: 05/15/1996 Alaskans. This phase of the project will refine the technology applications

for distance delivery.
End Date: 04/30/1997

TECHNICAL AREA: SCIENTIFIC

RESEARCH

ASTFFUNDS AWARDED: $5,000

MATCHING FUNDS: $30,000

Southwest Alaska Technology Planning | The Southwest Alaska Municipal Conference (SWAMC) represents the
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.ﬂ Project

| Project # 97-3-125S

j Project manager: Stadum, Mary

Start Date: 08/22/1997
End Date: 06/30/1998
| TECHNICAL AREA: UNCLASSIFIED
| ASTFFUNr A VARDED: $20,000
MATCHING FUNDS: $6,500

Improved Analytical Techniques for
Contaminated Soil in Alaska

Project 4 95-3-111

Project Manger. White, Daniel
Start Date: 11/13/1996

End Date: 06/30/1999

TF THNICAL AREA:
ENVIRONMENTAL

ASTF FUNDS AWARDED: $107,553
MATCHING FUNDS: $51,650

Manufacturing Extension Partnership
Center

Project # 96-4-070

Project Manger: Witten, Lynn

Start Date: 03/07/1997

End Date: 03/31/2000

TECHNICAL AREA: FORESTRY
ASTF FUNDS AWARDED: $600,000
MATCHING FUNDS: $600,000

Software Industry Development
Project u95-2-077S

oAt ks ety A 9BV i

communities in the Bristol Bay, Kodiak Island, the Alaska Peninsula, die
Aleutian Chain and the Pribilof Islands. The goal of this project is to
stimulate telecommunications planning in Southwest communities so that
the needs of schools, libraries, businesses, nongrofits, utilities, and local
g_overnme_nts are integrated. Residents of the Southwest region will be

irectly involved throughout the project as they will be the end
beneficiaries of the knowledge and Flanning efforts. The final product
will be a technology directory that clearly outlines the technology needs
and planning process stages, as well as, technolodg%ex ertise and abilities
of Southwest communities. The work performed by SWAMC will serve
as an example to other regions of the state, on how to integrate school
technology plans with community needs in order to maximize long term
technology and economic development planning.

The Alaska Department of Environmental Conservation }ADEC)
currently specifies an extraction and analysis procedure for soil
contamination that cannot distinguish between natural organic material
(NOM) and true soil contamination. It is believed that soil is being
remediated throughout Alaska when it is not necessary, adding millions of
dollars to remediation costs. This project proposes to develop a
pyr_ol?;sw-gas chromatography/mass spectrometry (GC_/M?R F/lrocedure
which can probe soils to determine how much of the soil's NOM will be
recorded  as ADEC analysis.

The method developed will supplement the ADEC methods and allow
requlators to set accurate and obtainable clean-up goals, which could
mean millions of dollars in savings to private industry tnd governmental
organizations throughout Alaska.

"contamination" in  standard

Establish a Manufacturing Extension Partnership Center to provide
technical assistance to small- and medium-sized manufacturers. ASTF
will cost share on activities in the forest products industry tlirough grad!ng
services for Alaskan wood. Assistance will be available in ﬁro uction
technology, marketing, and business practices. Year two and three of die
grz?_nt art()e| contingent on satisfactory performance by INC of prior year
eliverables.

A Forest Products Adv sory Committee will be instrumental in defininE
group activities and review annual deliverables for the MEP Center wor
In diis sector. In the first Year of the MEP Center, ASTF will work with
AHIRC, the SBDC, Alaska Regional Development organizations,
including the Anchorage Economic Development Coiporation, and
industry groups in the seafood p_rocessmﬁ and energy supply sectors.
Services will be marketed and provided to the entire manufacturing sector,
and the INC will work with any interested manufacturer. Working with
the local partnership, technical assistance, including firm competitiveness
assessments, will be offered to organizations.

This project will examine the strengths and weaknesses of Alaska's
software industry, and determine die merits of forming a software
association. |f interest is established, private and public sector partners
will be brought together for a "software sector workshop/conference."
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JProject Manager. Wolf, Greg
| Start Date: 10/03/1995
End Date: 04/30/1996
TECHNICAL AREA: SOF
ASTF FUNDS AWARDED: 520,000
MATCHING FUNDS: $8,570

Testing the Use of Alaskan Fish
Boncmcal as a Nutrient Source that will
Stimulate the Growth of Microbics in
Bioremcdiation Applications

Project # S5-2-069S

Project Manager: Woolard, Craig

Start Date: 07/08/1995

End Date: 07/01/1996

TECHNICAL AREA: FISHERIES
ASTF FUNDS AWARDED: $20,000
MATCHING FUNDS: $21,195

Evaluation of Helical Piers for Use in
Frozen Ground

Project u98-2-0942

Project Manager: Zubeck, Haruiele
Start Date: 05/21/1998

End Date: 06/30/2000

TECHNICAL AREA: ARCTIC
RESEARCH

ASTFFUNDS AWARDED: $149,999
MATCHING FUNDS: $303,732

http://www.lcgis.state.ak.us/legaud/wcb/pagcs/audits/1999/4589rpt.htr

Articles of incorporation and bylaws of the Alaska Software Association
will be drafted, then distributed at the workshop/conference. The project
will evaluate the statewide impact of development of the software
tecluiology sector which will include measurements based on job creation
and financial impact. The project will also develop a preliminary strategic
plan based on information determined during the project, industry input,
conference feedback and the economic impact.

The focus of this project is the testing of the use of Alaskan fish bone
meal as a supplemental nutrient source for the growth of microbe in
bioremcdiation applications. Bonemeal represents a significant by-product
of the Alaskan fishing mdustrl whose value could be increased if this use
could be documented and markets developed over time.

|f the desired outcome is achieved, the results of this project could lay the
foundation for use of bonemeal as a supprlemental nutrient source for
microbe in bioremediation applications. The salutary impacts would
include new uses for this industry by-product and its use in aiding the
cleanup of contaminated sites located In Alaska.

This project is intended to present adequate information for practicing
engineers to design helical foundations for frozen ground applications by
identifying the relationship between loading and soil creep. Existing
theories of El_lmg in frozen ground will be identified and tested in the
laboratory. Finite element analysis will be used to verify or modify
existing theories as well as to understand the soil-pier interaction
mechanisms.

The design and installation procedures for soft soils are well established.
No design procedures exist for frozen ground, which slows down the
adaptation of helical piers for frozen E_round aP lications, The piers could
be used economically to restore sinking bui mgs and to support now
construction. This study will develop, design, and installation guidelines
for froze, ground applications for use by engineers and contractors.

APPENDIX B

Technology Projects

Funded front January 1995 through September 1998

Project Name

Index

Funds Awarded ' Page
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Enhancing Value & Market Potential for Hatchery Chum Saimon $18,815 51
StratEnergy Devel. to Combat Fanned Salmon ... $185,750 51
StratEnergy Implementation of Phase | Research Project $185,750 51
Devel... of Traction Enhancing Articles of Manufacture $200,058 52
Fisheries Catch Data Project $140,000 52
Recycled Glass Processing Plant $266,000 53
Alaska Resource Alliance, an Electronically Integrated Supplier $20,000 53
Remote Sensing Technology for Mining Applications $396,390 53
Stage 2 - Full Scale Double Diffusion Preservation Treatment $320,000 54
Chem. & Biol. Upgrading , Desulfurization of Petrol. Feedstocks $403,000 54
Automated Data Optimization and Characterization System $20,000 54
Paralytic Shellfish Monitoring Program $49,048 55
Repulsive Mode, Passive Magnetic Bearings $55,768 55
GPS/INS Survey System Study $20,000 55
Natural History Products Project $16,500 56
EPA Pesticide-Repellent Registration $20,000 56
Color-enhanced Chum Salmon Blocks Stabilized with Antioxidants $178,100 56
Pinbone Removal Device Design & Evaluation $20,000 57
Demo, of Coal Diesel Technology Using Low Rank Coal Water Fuel $3,800,000 57
Evaluation of Field Screening Methods $19,227 57
Stage 2 Devel. of Alaska Pink Salmon Meals $125,000 58
Wild Boar/Domestic Hog Cross $39,967 58
Spruce Pole Furniture Project $20,000 58
Water Purification & Arsenic Removal Project $99,500 59
Ps. 49 Project $20,000 59
Improving the Quality of Arctic-Yukon-Kuskokwim Salmon $19,804 59
Devel. of Functionally Enhanced, Fabricated Longline Baits $319,000 60
Commercial Application and Adaptation of Fish Drying $279,365 60
Wave Barrier Procedure Development $119,000 60
Product Development Utilizing Hatcher Brood Salmon $17,889 61
Prototype Development Utilizing Brood Salmon $203,420 61
Levelock Smoked Salmon $11,550 61
Circumpolar Reindeer/Muskox Multimedia Presentation $16,151 62
Development of Ergonomic Pickup-based Camper $14,627 62
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Recycled Glass Tile Project $80,000 62
Displacement of Diesel Fuel with Wind Energy $422,723 63
P.E.T. Bottle Indexing Device $18,200 64
Alaskan Field Trials for Paralytic Shellfish Poisoning Test Kits $91,704 64
Human Services Management Information System $598,534 64
BIDCO Development Project $9,684 65
Invention New Tie down Rails $15,000 65
Assess of Puccinellia Arctica, $197,232 65
Alaskan Shellfish Broodstock Development Products $18,185 66
Mineral Exploration Application of TRACER Technology $17,632 66
Seawater Purification System $227,073 66
Integrally Heated Arctic Pipe $19,100 67
Growing Wild Ginseng $20,000 67
Growing Organic Ginseng in Alaska $80,000 67
Mobile Dry Kiln $15,225 68
Modeling Riverine Fisheries Acoustics $111,743 68
BIDCO Administrative Plan $8,223 68
Demonstration of a New Decanter Surimi Process $150,000 69
Chinook Manufacturing Jager Project $200,000 69
Seasoning Softwoods and Hardwoods $164,910 69
Alaskan Ecotechnology for Commercial Lingonberry Production $20,000 70
Ecotechnology for Commercial Lingonberry Production $75,645 70
Nomad Shelter Arctic Ger $46,700 70
IEB 2000/GenMan/Application Software $1,500,000 71
Innovative Method of Marine Magnetic Compass Adjust. & Comp. $18,696 71
Tidal Power Generation Prototype $200,000 71
Birch Bark Manufacturing Teclinology $202,808 72
Total Bone Removal System $45,000 72
Total Bone Removal for Salmon $519,164 72
Leading Edge Exhaust Collector Systems $176,513 73
Digital Mapping System (DMS) $180,000 73
Reverse Engineering $240,924 73
Research & Development of Birch Sap Beverages $19,835 74
Catch Data Uploading in Bristol Bay $29,866 74
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Natural Convection Dry Kiln

Chunk/Flake Style Pink Salmon Meat Packed in Retortable

1

Enhancing Value & Market Potential for

Hatchery Chum Salmon Harvested in
Terminal Areas

Project f 95-1-005

Project Manager. Amend, Donald
Start Date: 08/01/1995

End Date: 12/31/1995

TECHNICAL AREA: FISHERIES
ASTF FUNDS AWARDED: $18,815
MATCHING FUNDS: $23,668

StratEnergy Development to Successfully
Combat Farmed Sainton and to Distribute

& Market Value-added Wild Salmon
Products

Project #97-1-003

Project Manager: Anderson, Susan
Start Date: 09/08/1998

End Date: 01/31/1999

TECHNICAL AREA: FISHERIES
ASTF FUNDS AWARDED: $185,750
MATCHING FUNDS: $321,670

StratEnergy Implementation of Phase |
Research Project

Project #97-3-1372

Project Manager: Anderson, Susan
Start Date: 09/08/1998

End Date: 01/31/1999

i/ A stk /AL ey ey i/ 1900/4580

$21,797 74
$435,000 75

The focus of this project is to adapt several anesthesia techniques to the
processing of chum salmon harvested in terminal areas. The fish processed
using the different techniques will then be delivered to several different
secondary processors for tneir evaluation of the intermediary product as a
base ingredient for various smoked fish products.

Benefits to Alaskans if the desired outcome is achieved would be the
enhancement of the value of a historically low value salmon species by
improving its quality for use in different food products. The techniques
used to improve the quality of the salmon may be adopted by other salmon
processors throughout the state to add value to an important renewable
resource and improve revenues received by Alaskans working in the state's

salmon industry.

Develop the marketing strategies required to allow "wild" Alaska salmon
products to successfully compete with farmed salmon products in the
domestic market place. This will be accomplished through extensive
marketing research Fro;ects_at the consumer and grocery trade level. Five
alliance members of the project will also create quality standards to ensure
a consistent finished product, The project represents a new zﬁ)proach to
answer key marketing questions for the Alaskan salmon industry, and
provide a model that can be duplicated once it has been successfully
demonstrated in the next phase of development.

When completed, this project will provide the necessary tools for the
alliance to develop and market value-added "wild" Alaska salmon
products. It may also be a model for other firms to combat the pressure of
the farmed salmon business which is expanding rapidly. This "ill return
manufacturing and processing jobs to Alaska, and stronge: exports
from the state.

This project implements the marketing strategies that were develoP_ed in
the first project completed in December 1997. The Alaska Salmon Alliance
members, with the_?mdance ofan experienced marketing professional, are
undertaking four dirferent marketing strategies to develop new markets for
their Alaskan seafood products in domestic markets. The desired outcome
would be the establishment of successful market connections for Alliance
members' seafood products and the expansion of the Salmon Alliance and
the expansion of similar organizations in Alaska.

A successful outcome for this project would be proven strategies for
marketing Alaskan seafood products in the United States that could be
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TECHNICAL AREA: FISHERIES
ASTF FUNDS AWARDED: S185,750
MATCHING FUNDS: $321,670

Commérciainaton o} Tracion Eupancin
Articles of Manufacture

Project # 98-1-069

Project Manager: Cook, Mike

Start Date: 06/24/1998

End Date: 07/31/1999

TECHNICAL AREA: UNCLASSIFIED
ASTF FUNDS AWARDED: $200,058

i MATCHING FUNDS: $168,674

F Flisheries Catch Data Project

Project #97-1-075

Project Manager: Cotter, Larry

Start Date: 10/21/1997

End Date: 10/01/1998

TECHNICAL AREA: FISHERIES
ASTFFUNDS AWARDED: $140,000
MATCHING FUNDS: §372,000

Recycled Glass Processing Plant

Project #98-1-070

Project Manager: Dean. John

Start Date: 04/21/1998

End Date: 05/31/1999

TECHNICAL AREA: ENVIRONMENT
| ASTF FUNDS AWARDED: $266,000

/A e s e e g i/ APV ABBL i

expanded and replicated by Alaskan seafood companies.

This project proposes to develop, manufacture, and commercialize
"Traction Enhancing Articles of Manufacture," an invention involving new
flexible material that surpasses any prior art in its ability to increase
traction on hard packed snow and ice. This traction device can be
incorporated into many different applications creating numerous
marketable products that increase the safety of individuals as they relate to
arctic environments. The project will design, engineer, and construct the
manufacturing machinery and develop the process for commercializing the

products.

This project has the potential for producing numerous products that will
enhance the safety of the general populous in its interaction with the
environment; namely, hard f)acked snow and ice. Recipients such as the
elderly and handicappc t will esEecially benefit from the incorﬁoration.of
this technology. Since most of the potential products address the peculiar
needs associated with winter conditions, Alaska becomes an optimal place
to manufacture and market these products. The manufacturing and
marketing process will create numerous jobs and generate revenues that
will have a positive impact on Alaska's economy.

The focus of this project is to develop software that will facilitate the
collection, organization, dissemination, and use of harvest and production
data from the commercial fishing industry. The software will be used by
both fishery managers and individual operators to make crucial decisions
pertaining to their use of harvest quotas, and bycatch and prohibited
species catch limits. Additionally, the software will provide an opportumt?/
for harvest and production data to be integrated in a manner that will
facilitate inventory control and operations oversight. If successful, the new
software will provide more accurate, timely, and sophisticated information
than is currently available for this purpose. The need for the same kind of
information is present in many different fisheries worldwide. This provides
a substantial opportunity for future sales growth for the software product
being developed.

The successful outcome of this project will be the basis for a new
Alaska-based business that is two-thirds owned by Alaskan Community
Development Quota corporations and should provide quality employment
opportunities for Alaskans as the business develops.

The focus of this major technology project is to design and fabricate a
processing plant to recycle glass to produce a sandblasting material. The
product will be test marketed by a local distributor as an import
substitution for blasting sand. As a part of this demonstration project,
Anchorage Refuse will collect glass from commercial clients and deliver it
to the recycling facility. The desired outcome for this project would be the
establishment of a glass recycling facility that would be self-supporting
from its operations, as well as a business hased on the sale of the unique
and strategically sized plant to interested parties locatedLin similar-sized

communities.

Alaska stands to benefit in several ways if this project is successful in
achieving its desired outcomes. Anchorage would have a glass recycling
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MATCHING FUNDS: $235,600

1 Alaska Resource Alliance, an

I Electronically Integrated Supplier
Project # 97-1-012S
Project Manager: DeMarco, Patricia
Start Date: 03/07/1997
End Date: 03/31/1998
TECHNICAL AREA: UNCLASSIFIED
ASTF FUNDS AWARDED: $20,000
MATCHING FUNDS: $27,500

Remote Sensing Technology for Mining
Applications

Project # 98-3-101

Project Manager: Ellis, John

Start Date: 09/09/1998

End Date: 09/30/1999

TECHNICAL AREA: MINING
ASTF FUNDS AWARDED: $396,390
MATCHING FUNDS: $292,817

Stage 2- Full Scale Double Diffusion
Preservation Treatment

Project# 95-4-126

Project Manager: Garber, Bart

Start Date:

End Date:

TECHNICAL AREA: FORESTRY
ASTF FUNDS AWARDED: $320,000
MATCHING FUNDS: $547,914

|
Chemical and Biological Upgrading and

Desulfurization of Petroleum Feedstocks
Project # 98-2-083

i/ g ek /LU e ALt AV -

that would reduce the bulk going into the landfill, and the blasting material
that would be produced would be an import substitution. Finally, the -
recycling plant designed and fabricated for the demonstration project may
be the basis for a new business supplying similar units for use in other
communities.

The Alaska Resource Alliance is an informal group of companies which
supply equipment, materials, and services to the oil industry. This group
project funds the formation of a for profit corporation of an appropriate
structure, the electronic interconnection of the participants, and a
marketing plan for the Sakhalin Island development projects. The for profit
corporation (Alaska Resource Alliance, or AkRAJ, will'act as an integrated
supplier to oil exploration, development, and production operations both in
Alaska and in such off-shore markets, specifically Sakhalin Island.

We will acquire and process remote sensing data to be applied to mining
applications. With the help of the mining industry experts, we will evaluate
each data application for its value in mining. The technolog¥ will be
applied to an active mine site, used to develop a Geographical Information
System, and the results of the project will be published in CD media.

The funding requested in this stage Il proposal will be used to expand a
full scale double-diffusion treatment plant for Alaska white spruce
dimension lumber and other wood products that is currently under
development. This proposal and included project are follow up to ASTF
Grants Nos. 91-1-049 Preservative Treating Alaska White Spruce and
92-4-237S Modified Double Diffusion Preservative Treatment.

This Stage 2 pro&ect will develop and optimize a Conversion/Extraction
Desulfurization (CED) process that converts sulfur compounds in Alaska
transportation fuels into polar compounds that are amenable to solvent
extraction and biotreatment. Market research and a prefeasibility business
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plan will be completed on the commercial potential of the CED process in

Project Manager. Gore, Walter Alaska and in other parts of the world.
Start Date: 07/22/1998 If successful, this process will ﬂrovide a cost-effective method of
producing desulfurized fuels and other products from Alaska crude oil in
End Date: 05/31/2000 compliance with increasingly stringent environmental regulations. Petro
Star intends to commercialize this technology in Alaska and license it to i
TECHNICAL AREA: ENERGY other companies throughout the world.
LASTF FUNDS AWARDED: $403,000
MATCHING FUNDS: $849,735
Automated Data Optimization and This project will develop an Automated Data Characterization and
Characterization System Optimization System—an integrated software Environment to manage
inspection data to maintain the integrity of pressure vessels, tanks and
Project# 98-1-076S pipelines in Alaska's petroleum industry. This innovative product will be
designel to efficiently manage data from a wide variety of Automated
Project Manger: Heaps, Kenneth Nondesti ictive Evaluation (NDE) systems while allowing comparisons
between past, present, and future inspections acquired over the lifetime of
1 Start Date: 04/29/1998 a system. Use of this technology will allow correlation and data
! interpretation between data sets acquired utilizing a variety of inspection
i End Date: 03/01/1999 techniques, .hereby allowing producers to reduce inspection costs, while
maintaining or increasing levels of environmental safely for critical
TECHNICAL AREA: UNCLASSIFIED facilities.
ASTF FUNDS AWARDED: $20,000
MATCHING FUNDS: $57,171
Repulsive Mode, Passive Magnetic Bearings Develop and test the de3|?n methodology, and produce
. proof-of-concept prototypes for passive magnetic bearings
Project #95-1-031 systems. These bearings will use the repulsive force of permanent
_ magnets to provide support for two classes of rotating machinery.
Project Manager: Imlach, Joseph The result will be a proven design of a new type of bearing which
will facilitate the improvement and/or the development of several
Start Date: 01/05/1996 types of machinery.
End Date: 12/31/1996 Passive magnetic bearing systems will provide highly efficient and
cost-effective alternatives to conventional magnetic bearings which
TECHNICAL AREA: UNCLASSIFIED require an electronic control system. The immediate end products
that would benefit from this technology are canned motor pumps
ASTF FUNDS AWARDED: $55,768 and flywheel energy storage systems.
MATCHING FUNDS: $91,010
GPS/INS Survey System Study Develop detailed specifications for suitable Global Positioning
. System/Inertial Navigation System for surveying, with emphasis
Project # 95-2-039S on Bureau of Land Management requirements. Although this

intePrated technology has been developed for military use, no

Project Manager: Jones, Steven civilian GPS/INS survey system has been proposed by any
manufacturer. This research will include investigation of available
Start Date: 11/27/1995 GPS, INS, and GPS/INS hardware and technology, as well as
existing technical E)apers on the subject matter. The results of this
End Date: 05/31/1996 research will enable the production ofa prototype and provide the

basis for system development.
TECHNICAL AREA: ENERGY
ASTF FUNDS AWARDED: $20,000
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}MATCHING FUNDS: $20,000

Natural History Products Project Students (grades 6-8) who have studied natural history of Southeast
. Alaska as part of science classes, including field studies, will develoP]
Project it 95-1-032S and market products related to their natural history research efforts suc
as trail guide kits, multimedia programs and note cards. Project success
Project Manager: Jordan, Susan will be twofold: 1) development of a model for transfernn? research
into self-sustaining programs at the middle school level, and 2)
Start Date: 05/03/1995 increased awareness of the natural history of Southeast Alaska. Through
the development o f marketable products for tourists, which reflect local
End Date: 06/30/1996 natural h|storY and culture, the students will be addressing economic,
environmental, and educational issues associated with tourism and

TECHNICAL AREA: UNCLASSIFIED conservation of natural resources.

ASTF FUNDS AWARDED: $16,500
MATCHING FUNDS: $5,525

1
EPA Pesticide-Repellent Registration McNeil River Enterprises, Inc. has developed a formulation of a
bear/animal repellent pepper spray which requires chemical testing for
Project #98-1-01 0S EPA registration. This project assists with the costs associated with the
testing and will lead to registration with the EPA and quce this Alaskan
Project Manager: Keller, Barbara company in the forefront of the industry with it being the first to
comply with EPA requirements and standards for mandatory EPA
Start Date: 03/13/1998 registration.
End Date: 07/01/1999
TECHNICAL AREA: UNCLASSIFIED
'HASTF FUNDS AWARDED: $20,000
MATCHING FUNDS: $46,464
Color-enhanced Chum Salmon Blocks The focus of this project is to enhance the value of pale-meated,
Stabilized with Antioxidants dark-skinned Alaskan Chum salmon by coloring the flesh and
, improving overall qualitg by processing the fish more efficiently. The
Project #97-1-056 ETOJECI addresses a problem that occurs with a large percentage of
. atchery-reared pinks and chums that are harvested in terminal areas in
Project Manager: Kelley, John the Southeast and Southcentral Alaskan regions. If the research and
' development efforts  *.e successful, the results would provide
| Start Date: 07/08/1997 substantial economic Ealns for the Alaskan seafood industry since it
1 would improve market acceptance and valuation of significant
End Date: 12/01/1998 quantities of salmon that currently have little attractiveness in
coexisting markets. This outcome would in turn ir prove the processor's
TECHNICAL AREA: FISHERIES \f/yi”ingness to purchase these pale-meated fish from the hatcheries and
ishers.

ASTFFUNDS AWARDED: $178,100 _ _ _ _ .
The potential benefits for the Alaskan economy if the desired project
MATCHING FUNDS: $317,903 outcome is attained would be increased market valuation of a key fish
resource. This development would have immediate salutary effects
throughout the levels of the salmon industry from the harvesting sector
through the market channels since the increased demand would improve
economic well-being for all levels of this slumping industry.

Pinbonc Removal Device Design & Design, construct and test one of three possible methods for commercial
Evaluation fish pinbone removal. Test and evaluate the devices to determine the

. ractical suitability for use in the development of a working prototype.
Project # 97-1-052S he model will be demonstrated to the seafood processing industry

attracting partners for future development.
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Project Manager: Kozycki, Lawrence
j Start Date: 05/19/1997
; End Date: 01/15/1998
| TECHNICAL AREA: UNCLASSIFIED
ASTF FUNDS AWARDED: $20,000
MATCHING FUNDS: $26,358
Demonstration of Coal Diesel Technology Advance the "Low Rank Coal Water Fuel" (LRCW F) technology which

Using Low Rank Coal Water Fuel produces a premium fuel from the vast Alaska low-sulfur coal reserves,
The LRCWF hydrothermal process will be scaled-up to 30-to-I, with a

Project # 96-2-055 6-ton per hour coal processing plant installed at the University of
Alaska Fairbanks. Funds will be used to desi?n and construct the new

Project Manager: Krier, Greg coal proc.essing. plant in 1998. The coal will be hot-water dried and
mixed with additional water to create a liquid fuel that can be used in a

Start Date: 10/15/1997 diesel engine. The pr%ect includes the installation of a 9.6 MW coal
diesel plant at the UAF power plant site as part of the demonstration

End Date: project. The new plant would then be operated to produce a premium
coal slurry fuel (LRCWF) for a three-year period (1999-2001) using

TECHNICAL AREA: ENERGY funds from the U.S. Department of Energy and other stakeholders.
fASTF FUNDS AWARDED: $3,800,000 As a -result of this demonstration project, the economics of producing
LRCWF will be determined. If LRCWF can be produced and shipped

MATCHING FUNDS: $43,800,000 for a cost as currently estimated, LRCWF from tidewater reserves can

be very competitive against heavy fuel oil sold to Pacific Rim
economies. If successful, the demonstration will also show that
electricity can be reliably produced by diesel engines using coal at 6-10
cents per kilowatt. A tidewater LRCWF plant with a primary export
market could supply coastal Alaska villages economically with this
diesel grade fuel. The Alaska Low-Rank Coal Water Fuel
Demonstration Project at the University of Alaska Fairbanks is the first
step leading to commercial development of an LRCWF industry in
Alaska. The Beluga coal field near Cook Inlet is a potential location for
the development ofa processing plant.

Evaluation of Field Screening Methods This project will cofund an Alaska Department of Environmental

conservation proHect to assess reliable and practical methods of

Project #97-2-09 1S screening low volatile hydrocarbons in soil. The results of this project
will provide remediators of petroleum spills improved methods of
Project Manager: Leety, Jeffrey screening for heavier, less volatile hydrocarbons than existing methods
now can accomplish. This should eliminate the costly re-excavation of
Start Date: 08/11/1997 contaminated sites that frequently is required when currently used

screenin% methods fail to adequately detect the occurrence of these
End Date: 09/30/1998 hydrocarpons. It should result in more efficient and cost-effective

remediation of many petroleum spills in Alaska and elsewhere.
TECHNICAL AREA: ENVIRONMENT

ASTF FUNDS AWARDED: $19,227 \
I

MATCHING FUNDS: $49,979 {

Stage 2 Development of a Line of Affordable, ~ This stage 2 project will accomplish the steps necessarY for

Tastr, Convenient Alaska Pink Salmon commercialization of a prototype value-added pink salmon meal. The

Meals project will result in 1) FD_A-apJ)roved, consumer-preferred taste
choices, 2) quantitated food ingre

ient formulas and manufacturin();

Project # 95-4-1182 systems, 3) consumer purchase frequency and price sensitivity, and 4
marketing  strategies and  authoritative  sales  projections.
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Project Manager: Lowell, Russell
Start Date: 06/28/1996

End Date: 06/15/1999

TECHNICAL AREA: FISHERIES
ASTF FUNDS AWARDED: $125,000
MATCHING FUNDS: $203,060

Wild Boar/Domestic Hog Cross
Project # 97-1-001

Project Manager: Maloney, Denise
Start Date: 03/03/1997

End Date: 10/31/1998

TECHNICAL AREA: AGRICULTURE
ASTF FUNDS AWARDED: $39,967
MATCHING FUNDS: $155,311

Spruce Pole Furniture Project
Project # 95-2-085

Project Manager: Manthei, John
Start Date: 03/25/1996

End Date: 08/31/1996

TECHNICAL AREA: FORESTRY
ASTF FUNDS AWARDED: $20,000
MATCHING FUNDS: $328,720

Water Purification & Arsenic Removal
Project

Project #95-1-0112

Project Manager. McClintock, William
Start Date: 03/09/1995

End Date: 05/15/1996

TECHNICAL AREA: ENVIRONMENT

http://www.legis.stalc.ak.us/Icgaud/wch/pQgcs/audits/1999/4589rpt.lil

The benefits to Alaska as a result of this project are revitalizing sales
and improving the growth opportunities in Alaska's salmon industry,
_espemaly for the pink salmon hatcheries, fishers, and processors;
increased salmon proc_essm? employment. The U.S. market exposure of
a fish meal made with Afaska pink salmon will improve consumer
potential for the purchase of traditional or new Alaska seafoods
products, especially all species of salmon, and increase fish taxes and
spendable personal income.

Research the marketability within Alaska o f specialty meat from a wild
boar/domestic hog cross. By developing this cross, the availability of
local pork year-round is possible. Many ofthe domestic breeders do not
breed for winter litters due to the colder temperatures. This results in a
reduced supply of local meat production and retail outlets are forced to
ship greater (iua_ntmes from other states. This prol]ect includes a
marketing analysis to determine who will purchase the hog cross at
what price, a controlled tracking of costs to raise the hog cross to
butcher weight, available processing facilities, regulations on state
inspections, and developing a  prefeasibility  business plan.

The availability of a fresher, leaner meat supply in the local markets
would be of benefit to the purchaser, and would benefit an Alaskan
business rather than having to ship product into the state. Successful
results in supplying the local markets will benefit an area of the state
that could use diversification of the economic base, and create new jobs.

This project will transform fire-killed Alaska spruce trees into quality,
rustic pole furniture. The prerct will use an underutilized Alaska
resource into a final product and explore entering a wider market with a
manufactured product through the development of a transition plan.

The spruce pole furniture project will provide tangible, measurable
benefits to Alaska and its residents b% establishing a manufacturing
industry in Interior Alaska; creating jobs; creating a model for other
firms in Alaska; and adding value to an underutilized natural resource.
Examples of spruce pole furniture Prototypes to be designed, developed
and tested include stools, chairs, love seats, couches, ottomans, beds,
tables, outdoor furniture, and children's furniture.

Develop a production prototype for a residential water purification and
arsenic removal system from a successful engineering prototype and
patent. Perform market research and formulate a business plan to
market water purification and arsenic removal systems for residential
and small pubic water systems, Iar?e industrial systems, and licensing
f?r Tajor water utilities. Prospect for a client-financed field test pilot
plan

Arsenic in residential and public wells is a serious problem in several
parts of Alaska. Arsenic in mining effluent has been a major barrier in
the development or continuation of several important mines in Alaska.
This project’s Patented technology could result in both an effective
arsenic removal device for residential wells and a large-scale system of
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