M NUTES
SENATE FI NANCE COWM TTEE
April 11, 2001
9:54 AM

TAPES

SFC-01 # 72, Side A
SFC 01 # 72, Side B

CALL TO ORDER

Co-Chair Pete Kelly convened the neeting at approximately 9:54 AM
PRESENT

Senat or Pete Kelly, Co-Chair
Senator Jerry Ward, Vice Chair
Senator Gary W/ ken

Senat or Lyman Hof f man

Senat or Donal d O son

Senator Lyda G een

Also Attending: JIM DUNCAN, Conm ssi oner, Depart nment  of
Adm ni stration; LARRY WALSH, Director/Chief Technology Oficer,
I nformati on Technol ogy Group, Departnent of Adm nistration; KAREN
MORGAN, Deputy Director, Conmunications Services, Information
Technol ogy G oup, Departnent of Administration; DEL SM TH, Deputy
Comm ssioner, Departnent of Public Safety; WENDY REDVAN, Vice
President, University Relations, University of Al aska

SUMVARY | NFORMATI ON

SB  29- REAPPROPRI ATI ONS & CAPI TAL APPROPRI ATI ONS

The Commttee heard overviews on the Alaska Tel ecommunications
Partnering Project the Al aska Land Mbile Radio Project and
University of Al aska capital projects requests. The bill was held
in Conmmttee.

#SB29

SENATE BI LL NO. 29

"An Act making capital appropriations and capitalizing funds;
maki ng appropriations under art. |IX, sec. 17(c), Constitution
of the State of Alaska, fromthe constitutional budget reserve
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fund; and providing for an effective date.”

JI' M DUNCAN, Commi ssioner, Departnment of Admi nistration, stressed
t he t el ecomruni cati ons proj ect woul d change t he way
tel econmuni cations services are delivered in the state. He
enphasi zed the amount of the contract could be nore then $100
mllion for a successful vendor. For this reason, he assured, the
Departnment has been careful in proceeding with the contract award,
foll ow ng procurenent |aws closely. He added that the bargaining
units of affected state enpl oyees have been consulted to ensure the
enpl oyees' needs are addressed and to prevent conflicts wth
existing union contracts. He concluded wth assurances that
proposal s are being closely evaluated as wel|.

Conmi ssi oner Duncan referenced a handout: Overview of the State of
Al aska Tel econmuni cations Partnering Project: A Conprehensive
Solicitation for Telecomunications Services, supplied by the
Departnent. [Copy on file.] He began with page 11, which reads as
fol | ows.

Where are we in the process?
. Recei ved three proposals fromthree vendors
Compl eted Initial Evaluation process
PEC, three subcomm ttees, | TG Managenent
Gartner Group Consulting Services
Oiginal Notice of Intent Date 15 March 2001 del ayed
Vendor Response nore conpl ex
Conduct ed Vendor Di scussions
Request ed Best and Final Ofer
This required anendnent to Gartner contract
Extension of time
I ncreased costs due to BAFO and contract negoti ations

Comm ssi oner Duncan expl ained the deadline of March 15 had to be
del ayed because the matter was nore conplex than anticipated. As a
result, he stated, the Departnment would be unable to consult with
the Legislature before awarding the contract as originally
intended. He remnded that |[|anguage contained in the FY 01
operating budget allows the Departnent to transfer funds from other
agencies, wth approval from the Legislative Budget and Audit
Commttee, if necessary for this project. He noted there could be
sone budgetary inpact incurred in FY 02, but that the intent is
that funding appropriated for FY 01 woul d be sufficient.

Comm ssi oner Duncan recited page 12 as foll ows.

RFP (Request for Proposals) Tineline
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Event/ M | est one Dat e

RFP 1 ssued 3 August 2000
Proposal s Due 15 Decenber 2000
Subm ssion by State of Requests

for arification 17 January 2001
Initial Evaluation Process 1-28 February 2001
Vendor Di scussions 21-22 Narch 2001
| ssue Best and Fi nal Request 30 March 2001
Vendor Site Visits 1-3 May 2001
Fi nal Eval uation Process 1 May — 31 July 2001
Notice of Intent to Anard & Contract

Negoti ati ons 1 August 2001

Comm ssi oner Duncan opi ned the project has had responsive bidders
and it would be successful. He qualified there is no assurance a
contract would be awarded if one is not found to be in the best
interest of the state, but there is assurance that the process
woul d be conpl et ed.

Co-Chair Kelly pointed out funds for other Information Technol ogy
(IT) projects are included in the FY 02 capital budget. He asked
for a brief description of why these are necessary.

Conmi ssi oner Duncan responded these itens reflect IT activities as
currently practiced in the state. He explained that if a contract
were not awarded, the current systens woul d need to be expanded to
deliver teleconmunication services. He stated that if a contract
were awarded, the funds would still be needed to pay the service
provider. He comrented that a contract would not result in an
overall cost reduction, but there would be increased flexibility
and capacity in delivering tel ecomruni cati on services.

LARRY WALSH, Director/Chief Technology Oficer, I nf ormati on
Technol ogy Group, Department of Administration, referred to page 3
as foll ows.

Proj ect Size — FY99 Costs:

Total Statew de Tel ecomuni cati ons Costs $29.1 Mllion
I n Scope Costs $21.5 MIlion
| TG $8.8 M1 lion
Ot her State Agencies $12.7 MIlion
Qut of Scope Costs (in DOA) $7.6 MIlion

Co-Chair Kelly referred to the out of scope costs and asked for a
definition of "in scope costs".

M. Wal sh gave e-nail as an exanple. He referred to page 4, which
contains a pie chart titled as foll ows.
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Project Size: The Wole Ball of WAx
Today' s Tel econmmuni cati ons Costs In Scope of RFP + $21.5
MI1lion*
*Costs for agencies reporting in AKSAS

M. Walsh stated the itens shown on the pie chart reflect the
services the RFP stipulates the vendor would provide as part of
this contract. He |isted tel ephone services, network services,
satellite transport and nmintenance and operations of the SATS
m crowave system as sonme of the services. He reiterated
Comm ssi oner Duncan's conments that telecomunication activities
are grow ng. M. Walsh stressed the Internet alone grows 40
percent annually. As a result of the "technol ogi cal explosion”, he
stressed, the State needs a partner to help deliver services.

M. Wal sh referred to page 7 as foll ows.

VWho are the Participants?
. Al'l executive branch agencies
Al aska Court Systenr
Al aska State Legi sl ature*
University of Al aska*
Al aska Rai | r oad*
*Extent of participation is voluntary

M. Wal sh then addressed page 8 as foll ows.

VWhat is the Scope of the RFP?
Mandat ory Requirenents
Bundle 1 — Wred Tel ephone Services
Basi ¢ and enhanced | ocal service
Long distance and toll-free access
Audi o tel econferencing

Bundl e 2 — Data Network Services
. WAN connectivity
. | nt ernet access

Bundl e 3 — Video Services

. Vi deo tel econferencing
Bundl e 4 — Pagi ng Services

. St at ewi de pagi ng system
Private vendor provided pagi ng

Bundle 5 — Cel lul ar Services
Bundle 6 — Satellite Transport Services
Bundl e 7 — Support Services

Net wor k moni tori ng and nmanagenent
Centralized hel p desk for:
» Problemresol ution
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» |nter-service coordination
Integrated data security
Bundl e 8 — SATS M crowave System
Managenment and QOperations
Mai nt enance and Repair

M. Wl sh continued with page 9.

What is the Scope of the RFP?
Optional Requirenents and Resource Bundl es
Optional Service Bundl es
Bundle 9 — Satellite Tel ephony Services
Bundle 10 — Satellite Earth-Station Miintenance
and Repair
Option A — Satellite Earth-Station Access
Option B — SATS M crowave Site Access
Option C — SATS M crowave Excess Bandw dt h Access

M. Wl sh next read page 10 as fol |l ows.

VWhat is NOT in Scope?
Two Way Radi o
This will be provided by the LMR Vendor of the
Emer gency Conmuni cati ons Proj ect
Comput i ng
. Emali
Wb Based Services

M. Walsh directed the Commttee's attention to page 16 and read
the foll ow ng.

V\hy was Radi o Excluded fromthe RFP?
LMR Desi gn Process was underway but not conplete
RFP was a state only bid and its conponents did not
require the level of interoperability that is required
with LMR
Most tel ecommuni cations vendors that woul d respond to the
Tel ecommuni cations RFP did not support two-way radio as a
regular line of their business

Co-Chair Kelly requested a brief statenent supporting what this
project would acconplish and how it would inprove the current
si tuation.

M. Wl sh relayed he recently attended a conference on technol ogy
and governnental issues. He |learned that the speed of a conputer is
doubl i ng every 15 nonths and woul d continue to do so for the next
ten years. As a result, he expressed, there is a "groundswell of
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new opportunities”, which would continue to increase. He also told
of the anmpunt of information that could be transmtted via fiber
optic cable and how this capability is also continuing to increase.
Because of this, he stated, the state needs to "partner up with a
vendor who has that vision and [with whon]i we can share our vision
of what the State of Al aska needs in tel econmunications.”

Co-Chair Kelly gave an anal ogy of the state currently using "copper
wire", which is inconpatible with "glass wire". He explained the
state's current systemis not conpatible with the technol ogica
possibilities that exist elsewhere in the world.

M. Walsh clarified the current system could be nade conpatible
through separate procurenents, using a "project by project”
appr oach.

Co-Chair Kelly remarked that the current system would have to be
upgraded regardless of how it is done in order to be conpatible
with the current and potential technol ogy.

M. Wal sh stressed the state has a "great teant that is "l ean and
nmean” in the amount of services it is able to provide. However, he
expressed if the state conbines efforts with the private sector,
even nore services are possible. He noted the possibilities in
rural areas are even greater then in urban areas.

Conm ssi oner Duncan responded that, by partnering wwth the private
sector, neeting the demands of the state by taking advantage of,
and responding to, new technologies could be done in a tinely
manner and in a cost effective manner. He stated that although the
current staff does a "good job", governnment could not respond as
qui ckly as could a private provider.

Senat or Hof f man asked how much of the technol ogy purchased with
this $29.1 mllion would be obsolete in five years given the speed
of the changes.

M. Wl sh responded that a |large portion of the funds woul d be paid
to the vendor for the operating expenses of providing services.
Therefore, he stated, nmuch of the funds would be to "use
t echnol ogy" rather than "purchase technol ogy". He remarked that the
ability to position the state to take advantage of new t echnol ogy
is another benefit to having a partner in the private sector. He
enphasi zed that technology is always changing and that obsol ete
equi pnent and systens woul d al ways be an issue.

Senator A son understood there is an effort to change from anal ogue
to digital systens to allow information to be transmtted faster.
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However, he stressed in rural areas, the speed of technology is not
an i ssue since none of the technology is avail able. He asked what
this project would provide to villages, especially rural school.

M. Walsh told of investigations of wireless and satellite delivery
of these services, which he noted is "exploding". He said it is a
hope that using a private service provider would assist in bringing
| T services to Rural Al aska.

Senat or O son asked how the Conm ssioner could insure the $21.9
mllion would be a one-tinme only expenditure.

Comm ssi oner Duncan stressed this is not a one-tine project, and
the expenditures are anticipated to be ongoing at the sane or
hi gher | evels.

Comm ssioner Duncan infornmed that the RFP specifically directs
bi dders to "be aware of the inpacts on rural Al aska and to address
t hat. "

Co-Chair Kelly assured Senator O son, that the intent of this
project is to pass the burden of keeping technol ogy current al ong
to the private vendor.

Senat or O son understood. However he commented that as a private
busi ness operator, "you tend to go where the noney and the busi ness
is at, which tends to | eave out our neck of the woods."

KAREN MORGAN, Deputy Director, Communications Services, Information
Technol ogy Group, Department of Administration, stated that one of
the primary reasons to nove forward with this project was to
address the need of providing services to rural Al aska. She told of
criticisns that the state owns and operates |IT systens, and these
criticisns have been nost detrinmental to the state's ability to
provi de services in rural areas. She infornmed the Departnent had
held a neeting in Bethel, specifically to address rural needs.

DEL SM TH, Deputy Conmi ssioner, Departnent of Public Safety,
referenced the handout titled: State of Alaska, Energency
Conmuni cations: Land Mobil e Radio Project Overview, provided by the
Departnment of Admnistration. [Copy on file.] He began with page 2,
which listed the nenbers of the executive council as foll ows.

Al aska Land Mobil e Radi o (ALMR)

Executive Counci
Col onel Sue Ann d savicky, Departnent of Defense Al aska
Del Smth, Deputy Comm ssioner, Al aska Departnment of
Public Safety
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Doug Robi nson, Al aska Munici pal League Representative
Mke Lewis, US Fish & WIldlife, Non-Departnment of Defense
Federal Governnent Representative

M. Smth recited page 3 as follows.

Proj ect Goal and Approach
Goal
To build a reliable and effective two-way radi o voice
comuni cati on system capable of ensuring the safety
and wel | -being of all Al askans.
Appr oach
. Federal, state and | ocal governnents work together
Share resources and property
Share costs
| mpl ement i n phases
Share in operations and nai nt enance
Use an open, industry standard — Project 25
Conpetitively Procure wherever possible

M. Smth clarified land nobile radios as those in police cars,
snowpl ows and any ot her |and based system

M. Smth next referenced Page 4 as foll ows.

ALMR (bj ecti ves:

. Create a partnership across federal, state and |ocal
jurisdictions to build and operate an inter-operational
two-way radi o systemfor day to day and energency uses.
Leverage federal frequency nandates to pronote the
proj ect.

Enhance personnel safety and operational capabilities.
M nim ze federal, state and | ocal governnent spendi ng.
Use existing federal, state and | ocal governnent assets.
| mpl enent in a phased approach.

Share the infrastructure and costs of the systens anong
all participants.

M. Smth spoke of a "trunk systeni, which allows comunication
between nultiple parties and is beneficial in the case of an
ener gency response situation.

M. Smth referenced page 6, which reads as foll ows.
Why are we doing this?
Need to replace equi pnent

» Existing 2-way equipnment is old, Analog & "Stove-
Pi ped"
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» Technology is changing fromanalog to digital
Limted spectrum
* Federal Mandates
Need to interoperate
* Mller's Reach Fire; Seward aval anches; Wnter 2000
Al aska Railroad Spil
Cost efficiencies fromsharing
= By working together we can achieve the system no
single entity can afford al one.

M. Smth continued with page 7 as foll ows.

Way not a satellite solution?

Satellite solutions rarely work well inside buildings
(i.e. GPS systens don't work well inside a sinple wood
structure.)

Terrain or vegetation obstructions can degrade the
connecti on.

Tinme delay affects multi-user group conversation.
Satellite-based solutions are usually one-to-one.
Energency situations require one-to-nmany broadcasts to
respond qui ckly and effectively.

M. Smith noted the decision to not use a satellite system was
reached after presentations on the matter here heard by the

Counci | .

M. Smith referred page 8 as foll ows.

Why Project-25 as the Standard?

APCO Project 25 is a joint effort of US federal, state
and | ocal government with support from the US
Tel ecommuni cati ons I ndustry Assoc. (TIA).
APCO i s the Association of Public-Safety Conmunications
Oficers.
P-25 is a user controlled standards devel opnent process.
Four Manufacturers are working on P-25 Equi pnent today.
Goal s of the standard are:
» Provide high performance, digital, narrowband
radios for all public-safety needs.
» Provide maxi nrumradi o spectrum efficiency, ensuring
conpetition throughout the |life of the system and
ensuring the equipnment is user-friendly.

M. Smth next referenced page 9, which reads as foll ows.

ALMR — Participating Agencies
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HQ Al askan Comrand

US Arny Al aska

3"9 Wng USAF

US Navy Al aska

Al aska National CGuard

Non- DOD

Department of Interior
Bureau of Land Managenent
Federal Law Enforcenent Agencies
Nat i onal Parks Service
Bureau of Indian Affairs
Fish and Wldlife Service
Ofice of Aircraft Services
Al aska Ceol ogi cal Survey
Federal Conmuni cations Conm ssi on
Federal Aviation Adm nistration
US Coast Cuard
State of Al aska
e Departnent of Adm nistration

* Depart nent of Communi ty and Econom ¢
Devel opnent

e Departnent of Corrections
» Departnent of Education and Early Devel opnent
e Departnent of Environnmental Conservation
e Departnent of Fish and Gane
e Departnent of Health and Social Services
 Departnent of Labor and Wbrkforce Devel opnent
e Departnent of Mlitary and Veterans Affairs
 Departnent of Natural Resources
e Departnent of Public Safety
 Departnent of Revenue
* Departnent of Transportation and Public
Facilities
e« Ofice of the Governor/Safety Section
» Al aska Court System
* University of Al aska
* Alaska Railroad
Al aska Muni ci pal League
* Includes nost |ocals under municipal authority

Smth shared the l|ocal governnents are represented on the
and that each participating |ocal governnment agency was
interviewed regardi ng their needs.
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M. Smth listed the itens on pages 12 and 13, which read as
fol |l ows.

ALMR M | est ones
. August 1997

= Menorandum of Understandi ng (MOU) between federal,
state and | ocal governnent |eaders to work together
on interoperable concept for a statewi de public
safety energency communi cati on system

March 1999- June 1999

» Decision nade to peruse APCO 25 radio system
through a RFI  Process, TIC Review and ALM
del i berati on.

* LMR Executive Council conpletes a Capital
| mprovenent Plan for a cooperative comunications
systemwi th all agencies sharing in the cost of an
ener gency comruni cati on system

Sept enber 1999- May 2000
= DOD conducts and conpl etes needs assessnent for DOD
requi renent.
August 2000
» State and | ocal governnment needs assessnent begins.
» AQA issues Tel ecommunicati ons RFP
Sept enber/ Cct ober 2000
» Federal funding obtained to begin DOD build.
January 2001

= DOD contract awarded. DOD/ Al aska Northern region

schedul ed for conpletion in early 2002.
Legi sl ative Session 2001
» CIP request for 16.2 mllion dollars to begin SOA

bui | d.

March 2001
» Received State and Local Governnent design

April 2001

= Menorandum of Understandi ng (MJU) re-adopted by the
federal, state and | ocal governnent representatives
to nove forward with the inplenentation of a
cooperative sol ution.

M. Smith noted that of the $16.2 mllion state portion of the
project, $1.3 is general funds. He informed the Departnent is
attenpting to secure federal funds for the renaining anount.

Co-Chair Kelly asked the estinated percentage of federal funds to

general funds to operate this systemin future years. He al so asked
whet her the general fund would be considered matching funds to a
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federal appropriation.

M. Smth responded the intent is to secure the maxi num anount of
federal funds for the program possibly using general funds to
| everage federal receipts.

VENDY REDMAN, Vice President, University Relations, University of
Al aska, testified to the $6,325,000 for the University's capital
budget projects included in the Governor's proposed FY 02 budget.
She listed the projects as follows. She stated the priority
criteria for selecting projects is the sanme for the Board of
Regents as that enployed by the Ofice of Managenent and Budget.

SAFETY AND HI GHEST PRI ORI TY RENEWAL AND REPLACENMENT
$4, 000, 000
Ref erence No.: 34507

TELECOVMUNI CATI ONS EQUI PMENT | MPROVEMENTS
$1, 875, 000
Ref erence No.: AMD34508

Ms. Rednman noted this item had previously been presented to the
Commi ttee.

UNI VERSI TY OF ALASKA SMALL BUESI NESS DEVELOPMENT CENTER
$450, 000
Ref erence No.: 34516

Ms. Redman stated the center is located in Anchorage but serves the
entire state. She pointed out this $450,000 general fund
appropriation would secure approxinmately $5 mllion.

Al R TRAFFI C CONTROL SI MULATOR
$2, 500, 000
Ref erence No.: 34513

Ms. Redman enphasized this appropriation consists entirely of
federal funds.

ARCT| C REG ON SUPERCOMPUTER PURCHASE
$30, 000, 000
Ref erence No.: 34517

Ms. Redman noted this itemalso utilizes only federal funds.

SFC 01 # 72, Side B 10:41 AM
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Senator W1l ken asked if there are other priority projects that are
not included in the governor's proposed budget.

Ms. Redman responded the Board of Regents had identified the
Conmmuni ty Canpus | nprovenent project and snaller replacenent/repair
projects in Sitka, Bristol Bay, Ketchikan and Palner. She said
funding for these itens is approximately $7 mllion. She added the
conpl etion of the Museum Expansi on Project in Fairbanks, Phase |
of the Egan O assroom Project in Juneau, and $1 mllion to continue
pl anning efforts of the science facilities in Anchorage and
Fai r banks.

Ms. Redman stated the Governor chose anbng the projects submtted
by the Board of Regents to determ ne which would be included in the
FY 02 budget proposal.

Senator Wlken clarified the Board of Regents sel ected the nmuseum
cl assroom and science facilities projects as top priorities.

Ms. Redman affirned.
Co-Chair Kelly after all it was abbreviated. Thank you.

#
ADJ CQURNIVENT

Co-Chair Pete Kelly adjourned the neeting at 10: 44 AM
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