1: 34: 29 PM

CALL TO ORDER

Co-Chair

HOUSE FI NANCE COW TTEE
February 11, 2016
1:34 p. m

Neurman called the House Finance Commttee neeting

to order at 1:34 p.m

VEMBERS PRESENT

Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative

VEMBERS ABSENT

None

ALSO PRESENT

Shel don Fi sher,
Consul t ant

Everett Ross,
SUMVARY

NPRESENTATI ON

Mar k Neunman, Co-Chair
St eve Thonpson, Co-Chair
Dan Saddl er, Vice-Chair

Bryce Edgnon

Les Gara

Lynn Gattis
David Guttenberg
Scott Kawasaki
Cat hy Munoz
Lance Pruitt
Tamm e W1 son

Comm ssi oner, Departnent of Adm nistration;
Al aska Shared Servi ces.

SHARED SERVICES | N TIATIVE - DEPARTMENT OF

ADM NI STRATI ON

1: 35: 14 PM

SHELDON FI SHER, COWM SSI ONER, DEPARTMENT OF ADM NI STRATI ON

expl ai ned t hat
approach
but as part
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efforts would be ongoing to continue to make inprovenents
with a focus on custonmer services. He introduced the
Power Poi nt Presentation: "State of Al aska Departnment of
Adm ni stration: Shared Services Overview. "

Comm ssi oner Fisher shared the genesis of the departnent's
relationship wth Everett Ross. He relayed that the
admnistration felt the initiative was right for the state
and that M. Ross had private sector experience that would
prove useful for the inplenentation of the Integrated
Resource Information System (I RI'S)

1: 38: 32 PM

Conmmi ssi oner Fisher turned to Slide 1: "Table of Contents":

e Iris Overview

» Shared Services Overview

* Public Sector Exanples

» Scope O Shared Services Mdel

e Cient Mgration Approach and Ti nmefrane

* Governance

* Key Per f or mance I ndi cators and | ndependent
Verification and Validation

» Expected Chal | enges and Resol utions

e Project Status Dashboard

* Cross Departnmental Efficiencies Background

Comm ssioner Fisher turned to Slide 2: "IR'S Schedul e". He
stated that the state had |aunched the financial and
procurenent conponents of IRIS in July 2015, and was now in
the stage of stabilizing and optim zing the environnent. He
said that the human resources nodule would be |aunched at
the end of 2016. He continued to Slide 3, "Change
Managenent and ' Managi ng Change'". He said that the
departnment was in the process of adding data to the system
and that the capabilities of the system were increasing
daily. He estimted that npst state departnents were
bet ween hope and acceptance. He added that sone departnents
wer e behind schedul e, but that work was being done to catch

up.
1: 40: 12 PM

Conmi ssi oner Fisher scrolled to Slide 4: "Looking Forward:
The Prom se of IRIS":
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Reengi neering Financial Business and Decision-Mking
Processes

e Real-time access to conplete information
* Ability to search by session reference -
| egislative bill source for an appropriation
* Expense budgets |inked to revenue budgets
for better conpliance controls
* Accounting corrections tied directly to origina
transacti on

* Budget structures cont rol and enforce
budgets for projects and grants
* Expedite annual cl ose- out activities t hat

normal |y occur over two nonth period

e Easier Conprehensive Annual Fi nanci al Repor t
(CAFR) devel opnent

Reengi neer Purchasing for |nproved Savi ngs
e Vendor Self-Serve - enpowers vendors to be
custodians of business opportunities available
t hrough state procurenent
e Over 100 solicitations posted to VSS since
Go-Live (44 RFQ 20 RFP, 19 1 TB, 15 IRFP and
2 RFI)
« 20 solicitations have had el ectronic
responses from 33 vendors
* Vendors have submtted 86 el ectronic
i nvoi ces, ranging from$1.50 to $88, 500
e Geater Transparency
* Vendors and nenbers of the general public
can track the prices paid per NIGP unit per
commodity code

Wor kf | ow Reengi neeri ng

 Approval s and wor kfl ow are I nt egrat ed and
i nsepar abl e

 Wirkflow — routing of the docunent to “teant
work lists

e Email notification when an event occurs

* Serve as internal controls - provide central
control and nonitoring of transactions
e Specific depart nment and manageri al

requi renents
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e Significantly reduce elapsed tine for docunent

approval processing — elimnate routing of paper
files
e Three-way-match — integrating procurenent and

fi nanci al processes

e Purchase Order wusing Punch-Qut E-conmerce
capability [/ Vendor ships [/ Recei vi ng
Confirms / AP processes..all tied together
in an automated process

Comm ssi oner Fi sher expressed exci t ement wth t he
possibilities for efficiencies that the system would bring,
but stressed that processes needed to be built around
collected data in order to facilitate those possibilities.

1:42:45 PM

Co- Chair Neuman queried the original proposed cost of IRIS.

Comm ssi oner Fisher stated that the departnment had budgeted
$85 million to $90 million and expected to stay on budget.

Co-Chair Neuman thought $90 mllion had been originally
appropriated for the initiative.

Comm ssi oner Fi sher agreed.

1: 43: 23 PM

Vice-Chair Saddler asked that the acronynms in the
presentation be identified as the conversation progressed.

1: 43: 43 PM

EVERETT ROSS, CONSULTANT, ALASKA SHARED SERVICES, began
with Slide 5: "Business Mdel Conpare":

Shared Services Mddel vs. Centralized

Decentral i zed Mdde

* Federated support nodel of varying processes &
systens within the agencies.

» Focus on responsiveness and custoner service.

Centralized Model 5% - 15% Savi ngs
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* Processes and systens consolidated into a
single cost center.

e« Standardi zed processes with a single technol ogy
pl at f orm

Shared Services Mddel 30% Savings / 50% Hybrid

* Centralized, standardized, sinplified.

 Profit center driven to create efficient
service delivery & neet custoner needs.

M. Ross related that the savings associated with the
Centralized Mdel was short-term the savings went away
because the focus was on information technology (IT), and
staff, and not busi ness process reengi neering or
standardi zation. He said that the Shared Services Mdel
focused on «centralizing technology, standardizing the
busi ness process, training staff, using custoner data, and
delivering value based on those factors. He asserted that
the nodel constantly focused on process standardization,
reducing <cost, increasing efficiencies, and delivering
hi gher quality service to the custoner.

1:47:27 PM

Vi ce-Chair Saddler wunderstood that the Centralized Model
would vyield only short-term savings, and the Shared
Services Mdel centralized IT while nmaintaining a focus on
busi ness process.

M. Ross replied that the Centralized Mdel was a business
process that was supported by a technology platform which
were all centralized. He stated that the initial savings
was because staff was being reduced and the process was
com ng before one entity; savings eroded because there was
not a constant focus on business process, standardization
and staff training. He offered the exanple that the state
had 13 different cabinet agencies, with 13 different ways
of doing accounts payable; all 13 variant nodels woul d need
to be standardized in order to nove them to one platform
wi t hout | osing cost savings.

1:48: 58 PM

M. Ross explained Slide 6: "Shared Services Overview',
which offered an illustration of Decentralized Services
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versus the Shared Services Mdel. He asserted that the
Shared Services Mdel was a "win on both sides."” He
explained that the core mssion of the Shared Services
organi zation was to deliver high quality back-office
functions, with efficiency, and at a low cost. Meeting
custoner needs cheaply and efficiently would free up budget
and staff in the agencies to focus on core mnission
activates.

M. Ross continued to Slide 7: "Shared Services Overview'
Shar ed Servi ces Foundati on

M ssi on

e Provide back-of fice support of conmon
adm nistrative transactions to allow agencies to
use budget and staff to focus on core mssion
responsibilities.

M. Ross explained that if an organization wanted to expand
into a new service offering, custoner data would need to be
collected in order to assess need.

Structure

e Strong data-centric organization focused on Key
Performance | ndicators (KPISs).

M. Ross stated that the KPIs were netrics around quality,
cost, efficiency, and staff associated with each service
offering, and were reviewed with clients nonthly.

* Use of Lean Methodologies to drive continuous
i mpr ovenent (reduce costs, i nprove quality,
reduce cycle-tines).

e Service Level Agreenents (SLAs) established with
each client / service.

M. Ross shared that if accounts payable were provided to a
client, the client would request that drivers be neasured,
whi ch was part of a Service Level Agreenent. He el ucidated
that SLAs were two-way: the service delivery on the shared
servi ces organi zation side, but was also on the client
commtment to change. He asserted that in order to fully

| everage the technol ogy investnent, or the investnent in

t he new busi ness process, there were certain actions were
required of the client.
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« Strong governance and controls of spend while
supporting adoption of enterprise investnents.

Benefits
e Shared Services Mddels targets 30% - 50%
reduction in costs.

e Increased quality and service delivery.
* Increased speed delivery.
* Increased client satisfaction.

Strong |eadership is required to support and mandate
the use of a shared services nodel

M. Ross advanced to Slide 8: "Business Mdel Conpare -
Account s Payabl e":

Bef ore Shared Servi ces
e Manual Volune: 1.5M Transactions
 FTE: 219
* Cycle Tinme: 30 + Days
« Transaction Rate: $56
e Annual Cost: $13.5M

After Shared Services
e Manual Vol une: 150K Transactions
e FTE: 45
e Cycle Tine: 1.4 Days
e Transaction Rate: $0.00 - $12
e« Annual Cost: $2.7M

The slide contained an exanple of actual data form the
state of Chio Accounts Payable service offering before a
shared services approach and after inplenentation of a
shared services nodel. The shared services approach all owed
the state to realize reductions in: manual volune, full-
time equivalents (FTE), cycle tinme, transaction rate, and
annual cost. Reduction in cycle times from 30 plus days to
1.4 days allowed the state to |everage additional savings
with pronpt-pay discounts (2/10 net 30), wth a tota
opportunity of $150 million.

1: 52: 58 PM
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Vi ce-Chair Saddl er asked whether the cost |line for annua
transacti ons i ncl uded bot h aut onat ed and manual
transacti ons.

M. Ross said that was correct.

Vi ce-Chair Saddler assunmed that nuch of the remaining cost
was because of the manual transactions.

M. Ross agreed that nost of the annual transaction cost
was due to nmanual transactions.

Vi ce-Chair Saddler posited that the transaction rate on the
slide of $12, was the average for both the automated and
t he manual

M. Ross relayed that the nunber was a point in tineg;
Cctober 1, 2015, and was an average rate.

He shared that reducing cycle tines had presented other
opportunities in other procurenent areas For exanple,
pr onpt pay discounts, which were standard in nost
contracts, often resulted in a 2 percent reduction of the
overal | invoice.

Representative Gara asked whether Al aska was receiving the
2 percent, pronpt pay discounts for pronpt pay.

M. Ross clarified that his information was linted to the
experience of the state of Onio.

Comm ssi oner Fisher interjected that the adm nistration was
in the process of nodifying its contractual terns in an
effort to lock in the 2/10 net 30 terns.

Representative Gara asked why a conpany would want to offer
a 2 percent reduction for paying a bill 30 days early.

M. Ross stated that the tinme value of nobney was inportant
to nost business and it was not wunusual in business to
receive a 2 percent discount for pronpt paynent.

Co- Chair Neuman thought that the pronpt paynent discount
made business sense. He felt that the idea of making
paynents, electronically in to IR'S, rather than nmanually
entering them had val ue.
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Representative Gattis thought that being paid back on a
timely basis when borrowing at higher than 2 percent was
significant. She stated that the discount was common.

Co-Chair Thonpson comented that as a vendor he had
experienced the benefits of the 2 percent discount, and
added that it was a comobn business practice across the
United States. He shared that the discount created faster
turn around and financial savings.

2: 00: 54 PM

Representati ve Munoz asked whether the Medicaid nanagenent
system woul d benefit fromthe IR S.

Comm ssi oner Fisher believed that the Medicaid managenent
systemwas a "different can of worns."

Representative Gara deduced that 2 percent, for 30 days,
was equal to 24 percent per year, which was a surprisingly
hi gh nunber.

2:01:45 PM

M. Ross turned to slide 9: "Business Mddel Conpare -
Travel & Expense":

Bef ore Shared Services
e Annual Transactions: 28,000 - 30, 000
e Avg. Cycle Tine: 32.5 days
» Cost: $267.21 per transaction
« FTE: 129
e Annual Cost: $7.75M

After Shared Services
* Annual Transactions: 28,000 - 30, 000
e Avg. Cycle Tine: .8 days
» Cost: $6.42 per transaction
 FTE 3.1
 Annual Cost: $285K

The slide reflected the difference before shared services
and after shared services using the sane drivers as the
previous slide. Travel & Expense processes supported by 26
Agencies were mgrated to Chio Shares Services from 2009-
2010. Ove the next 24 nonths several re-engineering and
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standardi zation efforts resulted in reduced costs, reduced

FTE support, increased conpliance, higher quality, and
faster cycle tinmes. Changes in policy, process, and fully
| everagi ng existing technology resulted in a $7.4 nmllion

savings annually. M. Ross noted that the changes were
experienced over 3 years, and that gains were constant.

Co-Chair Neuman wondered how nmany transactions Al aska
handl ed annual ly.

Comm ssioner Fisher responded that the Ohio nunbers were
conpar abl e to Al aska.

2:04: 30 PM

Co- Chai r Neuman queried the total of al | of t he
transactions in every departnent.

Comm ssioner Fisher said that he would get back to the
commttee with the information.

Representative Edgnon thought that it would be interesting
to apply the before and after scenarios to Alaska's
oper at i ons.

Comm ssioner Fisher believed that the nagnitude of the
change could differ between Al aska and Chio, but expected
that, directionally, there would be simlarities. He
anticipated the savings to the state would be between 30
and 50 percent.

Co- Chair Neunman asked how nuch the state spent per year in
pur chasi ng.

Conmi ssioner Fisher |anmented that he did not have the
nunbers but that the departnment was working toward
establ i shing those benchmarks.

Co- Chair Neuman asked how nmuch the state spent in FY16 in
pur chasi ng transacti ons.

Comm ssioner Fisher stated that the total spend, sone
funded by the federal government, and was approxinmately
$1.5 billion for procurenent of goods and services.

Co- Chair Neuman asked how nuch of a percentage of savings
on that total the state could expect with the new system
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Comm ssioner Fisher said that the main focus of shared
services was to drive the efficiency of the organization
t hat was managi ng purchasi ng, accounts payable, and travel.
He said that savings would be realized by finding
efficiencies in personnel and related costs associated with
personnel .

Co-Chair Neuman worried that smaller conpanies would not
offer the state the 2 percent, pronpt pay discount, and
those that did would not have the high average of Chio. He
reiterated his request for a spreadsheet with all of the
state's transacti ons.

Commi ssi oner Fisher agreed to provide a docunent that could
give the commttee greater insight, He indicated that the
adm nistration would be developing a specific set of goals
and targets for savings.

Co-Chair Neuman asserted that the state needed to have
accountability for IR'S, he felt that the admnistration
shoul d already have transaction and spending nunbers. He
opined that Al aska had fewer contractors for hire than
hi o.

2:09: 23 PM

Representative GQuttenberg asked if there was an interagency
aspect to the shared services organization.

Comm ssioner Fisher replied that he would address the
guestion further in the presentation.

2:10: 12 PM

Representative Gara wondered whether conpanies would
inflate prices by 2 percent in anticipation of the pronpt
paynent di scount.

Comm ssi oner Fisher responded that there was value to being
paid pronptly. He reiterated that the term was a business
standard and did not believe that conpanies would be
increasing their prices in a conpetitive market. He said
that cash flow was one of the hardest things for snall
busi nesses to manage, which increased the value of pronpt
paynent .
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Co- Chair Thonpson added that the mmjority of conpanies
of fered the pronpt paynent discount for commodities and not
services rendered.

M. Ross replied that, in Onhio, service contracts were a
little different, but small consulting firms and services
gravitated toward the 2 percent discount. He said that
di scounts were commonly given for comodities, but there
had been sonme crossover into services.

Co- Chair Thonpson thought that sone conpani ed even offered
up to a 5 percent discount.

2:12: 49 PM

Vice-Chair Saddl er asked whether the shares services nopde
had already been integrated into the RIS system

Comm ssioner Fisher replied that the presentation was on
how the IRIS system could be |everaged and expanded. He
said that the system provided the capability to enable
shred services, but the expansion wuld take the
di sci plined and sustained effort of the state.

Vice-Chair Saddler wanted clarification on what could be
added to the system

Comm ssioner Fisher explained that IRIS needed to expand
and evolve in order for the state to benefit, otherwise it
m ght as well be working under the old system

Vice-Chair Saddler understood that the admnistrati on was
endorsing the additional capacity  of IRIS in the
presentati on.

Comm ssioner Fisher indicated that the agency was already
utilizing the system and proceeding forward wth the
devel opnment of shared services.

Co- Chair Thonpson relayed that he had been surprised when
he | earned how much of the state's systens were under the
old mainframe. He wondered how departnents with the ol der
systens would be handled and how they would interact with
IRIS. He opined that the coding would be out of date, which
woul d | ead to probl ens.
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Comm ssioner Fisher agreed that there were a nunber of
progranms supported under the minframe. He offered that
many departnents were working to mgrating to other systens
off of the mainfranme and that many would be off within the
next 3 years.

Co- Chair Thonpson asked whether there was interactions
between the ol d mainfrane systens and IRl S.

Comm ssi oner Fisher responded that sone systens interacted
with RIS and sone did not depending on the functionality
of the systemi nvol ved.

2:16: 52 PM

Representative WIlson asked if it would take legislation in
order for there to be only one system

Conmi ssioner Fisher clarified that RIS was the state's
financial system and all departments were using it, there
is no alternative. He explained that there were a variety
of applications on the mainfranme that IRIS did not provide,
and had not been intended to be repl aced.

2:18: 36 PM

Representative W/Ison understood that noving to the shared
services organization could result in greater efficiencies
t hroughout all departnents.

Comm ssioner Fisher agreed. He said that one of the
chal l enges for the adm nistration would be that each agency
processes and invoice slightly differently. He related that
the state would need to nove to a conmopn nanagenent process
for accounts payable as the result of noving to a shared
servi ce nodel

2:21:16 PM

Representative W/l son surm sed that a shared services nodel
woul d all ow departnments to share information and elimnate
r edundancy.

Comm ssioner Fisher replied that the essence of shared
services was pulling departnents together and then working
with themto nmeet their needs in a standard and consi stent
way.
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M. Ross turned to Slide 10, which presented a table
charting the scope of OChio Shared Services, wth color
indicators of: Oiginal Scope for Ohio Shared Services,
Most frequently in Shared Services, Typically in IT Centric
Shared Services. He relayed that when he arrived in Chio in
2011, 8 of the 26 cabinet agencies were on board with the
shared services program He said that once an independent
audit was perforned the reduction in costs was validated,
client demand rose, and the shared services program proved
successful for the state.

2:22:21 PM

M. Ross continued to Slide 11: "Mgration Approach &
Tinmeline."

Uphi I | St ages

e LNW Horizons of Value (Vision, Launch, G ow h,
Sust ai n)

» Service line(s) identified
e Service line |aunch & growh

e |ncrease in clients, volune, staff, costs, &
def ects

Downhi I | St ages
e Continuous inprovenent cycles (Inprove, Automate)
* Business process re-design
e Technol ogy inplenmentation / support

* Decrease in mnual volune, staff, costs, &
defects
e Downhill stages are continuous as RO pernits

M. Ross discussed his approach for successfully | aunching
t he shared services systemin Ohio.

2:25:25 PM

Co- Chair Thonpson asked how long it had taken for the State
of Chio to realize savings.

M. Ross replied that the savings were imediate if the
plan was inplenented <correctly. He stated that often
organi zations would mgrate everything all at once, or
“"l'ift and shift". He opined that the lift and shift node
was unsuccessful because of non-standard processes and
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different custoner expectations, coupled with the shared
servi ces organi zation not being mature enough to support 13
different ways to pay a bill.

Co- Chair Thonpson understood that the "custonmers” in this
scenari o were state agenci es.

M. Ross replied in the affirmative. He added that the lift
and shift nodel always failed, and that his approach had
changed into a nore increnental approach. He shared that
t he sl ower approach allowed for know edge of client needs,
a mat ur e shar ed services or gani zati on, and a
standardi zati on of each client as they crossed over.

2:26:51 PM

Vi ce-Chair Saddl er requested further clarification of Slide
11.

M. Ross responded that the 12, 24, and 36 nonths was an
average maturity cycle tinme. He explained that as the curve
on the chart grew, so did the staff, volune, and the cost
of the process for the internal service provider. He added
that defects also increased because of the nunber of non-
standard processes. He said that the downhill slope of the
graph indicated that continuous inprovenent was occurring
and automati on was pushing staff and costs down.

Vice-Chair Saddler understood that the "Y' axis on the
chart represented cost and staff tine.

2:28:16 PM

M. Ross discussed Slide 12: "Governance & Service Level
Agreenments (SLAs)":

CGover nance Counci
» Executive Council approving overall strategy.

* Address nmjor scope expansion and investnent
deci si ons.

Executi ve Counci l

e Approve policy reconmmendations submtted by
Process Council .

* Independent Verification & Validation (IV&/) to
ensure val ue realizations.
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Process Counci
 Cient Subject Mitter Experts (SMEs) recomrendi ng
and approvi ng process changes and policy
recomendati ons to Executive Counci l
e Ensuring goals established by Executive Council
are delivered.

Service Level Agreenents

* Driving day-to-day tactical work effort to neet
cust oner expectations and shared service goals.

e Cient conmmtnents defined.

2: 30: 07 PM

M. Ross reviewed Slide 13: "Independent Verification &
Val idation (1V&) & Key Performance Indicators (KPIs)."

Key Performance Indicators (KPIS)

» Key Performance Indicators (KPIs) are the netrics
used to assess the organization's efficiency,
guality, and cost effectiveness.

* Key Performance Indicators (KPIs) are established
by clients.

« Data drives course correction and continuous
i nprovenent initiative (i.e. Lean / Continuous
| nprovenent Progranm.

e Client Scorecard reviewed with clients each nonth
to conpare service delivery against Service Leve
Agreenments (SLAs) and client baseline.

| ndependent Verification & Validation (IV&V)

* Independent Verification & Validation (1V&Y)
functions to ensure t he shared services
organi zati on delivers expected value to clients.

« Aligns agency investnment with enterprise goals.

* Validates successful delivery of enterprise
strat egi es.

 Cients self-report data related to program
del i very.

e Builds client confidence in accuracy of data and
val ue of shared servi ces nodel

M. Ross continued to Slide 14: "Expected Challenges &
Resol utions. "
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Leadershi p & St akehol der Support
* Resistance to change & line of business focus.

Al leaders create and “sell” the vision (Market
vs. Mandate).

| npl enent ati on Cost
e High cost of inplenmentation / expansion.

e Uilize existing resources to execute on the
Vi si on and drive change (i.e. Busi ness
I ntegration Services).

Return on | nvest ment
e Inability to predict when/ i f RO will be
achi eved.
e Align agency spend to achi eve enterprise goals.
» Leverage existing investnment to neet objectives
of the business.

Shar ed Servi ces Process Focus (Upstream VS.
Downst r eam)
e | nplenmentation f ocused on downst r eam
transacti onal processes.
 Upstream processes | argely i gnor ed (i.e

procurenent).
e Force upstreamfocus to drive greatest benefit.

M. Ross read from slide 15: "Cross Departnental
Efficiencies.”

Backgr ound

Qpportunity Revi ew

In May 2015, OVB Director Pat Pitney convened
conmi ssi oners, deputy conmi ssi oners, and
adm nistrative service directors to identify
cross-departnent opportunities to address the
$29.8M in unallocated reductions. As a result of
this sessi on, el even cross-depart nent al
efficiencies were identified; nine align wth
common shared services prograns.

Cross-Departnental Initiatives:

Adm nistrative Initiatives:
1. Train and i nplenent process i nprovenent
principles statew de
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2. Travel process revanp

3. Renegotiate procurenent/|ease contracts for
10- 20% savi ngs st at ew de

4. Inplement RIS

5. Unify facility maintenance / nmanagenent

6. Central collections office for agency fines,

debts and attachnents
7. Re-exam ne charge back system between
departnents

8. Statewide |IT consolidation; call centers,
di saster recovery, helpdesk staff, and data
st or age

9. Streamine billing for LAW

Next Steps:

The Depart nent s of Adm ni stration and
Transportation are leading the administrative
efficiency initiatives. As the admnistrative
initiatives align wth comon shared services
support nodels, Everett Ross (forner Director of
Ohio Shared Services) has been brought in for
external support.

2:34: 24 PM

Comm ssioner Fisher referred to an earlier question from
Representative Quttenberg, noted the interagency sharing
both externally and internally.

2: 34: 48 PM

Representati ve Kawasaki shared that he had pondered in the
past why every departnent needed an adm nistrative services
di vision. He wondered whether there were some agencies for
whi ch conbi ni ng procurenent efforts could be difficult.

M. Ross joked that every division held the belief that it
was special and unique. He said that over tinme that m ndset
changed, he said when he began offering zero-cost on
accounts payable invoices 90 percent of the divisions cane
onboard. He shared that there were certain services that
would not fit into the shared services nodel; a snal
percentage of services should be expected to remain being
handl ed solely by their agency.

2: 36: 45 PM
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Representati ve Kawasaki surm sed that the eventually Al aska
woul d not need an administrative services division in every
depart nent.

Comm ssi oner Fi sher replied that the admnistrative
services within each different departnent had a nunber of
functions, sone of which were specialized. He said that a
pari ng down woul d vary depending on the service provided by
t he divi sion.

Representati ve Kawasaki hoped that the all departnents
woul d work to realize savings.

2:38: 16 PM

Representative (Quttenberg asked about the 11 cross-
departnment efficiencies that had been identified, 9 of
whi ch had been aligned. He queried the 2 efficiencies that
had not aligned.

M. Ross believed that they were aligned wth the
Department of Corrections and that the admnistration had
chosen not to focus on those pieces.

Comm ssi oner Fisher interjected that one of the issues had
been inprovenment of prisoner transport, which had not

seened |ike an appropriate fit for the shared services
nodel .

2:39: 06 PM

Representative W/Ison asked whether the shared nodel would
centralize procurenent and lessen confusion between
agenci es.

Comm ssioner Fisher replied that the goal was to make the
non-core mssion functions that could be perfornmed in a
shared service nodel, centralized and delivered in the nobst
efficient way possible

2:39:55 PM

Representative WIson asked whether the budget process be
easier wwth the shared servi ces.

Comm ssioner Fisher indicated that there would still be
exanpl es of interagency paynents for services. He thought
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that it would nmake budgeting managenent and accountability
easier to track

2:41: 06 PM

Vice-Chair Saddler asked whether there was anything in
statute that would pose challenges to inplenmenting the
shares services nodel

M. Ross replied that every agency would have to review
policies and inplenent laws in order for the nodel to reach
full mturity. He guessed that changes would need to be
made to adopt to a new way of doi ng busi ness.

Comm ssi oner Fi sher interjected t hat substanti al
i npedi mrents had not been identified that would prevent the
change from novi ng forward.

2:42: 36 PM

Representative Gattis thought that the transition to shared
services was a good idea. She said that the onus would be
on the administration to prove that the centralization
woul d benefit the state. She asked why M. Ross was no
| onger working in Chio.

M. Ross related that he worked with a lot for Harvard
University and often traveled on speaking tours. He had
nmet Comm ssioner Fisher at a presentation and had di scussed
the possibilities of shared services in Al aska. He
concl uded that he had done all of the work he needed to do
in Chio and wel conmed the chal | enge of hel pi ng Al aska.

2:45: 33 PM

Representative Pruitt who was paying M. Ross's salary.

M. Ross responded that his contract was through the
Depart ment of Adm nistration and the Departnent of
Transportation and Public Facilities.

2:46: 34 PM

Representative Pruitt asked whether M. Ross was a vendor
who received his paynents through IR S
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Comm ssioner Fisher clarified that all state paynments were
bei ng process through IRl S.

M. Ross indicated he had gone through the vendor process
and had been paid pronptly through the RIS system

Co- Chair Thonpson di scussed housekeepi ng.

#ADJ QURNMVENT

2:49: 21 PM

The neeting was adjourned at 2:49 p.m
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