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An Act Relating to the Telecommunications Information Council
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There is no anticipated fiscal impact on the Division of Finance.

1
Any accounting service costs will be billed directly to the fund through the Reimbursable

Services Agreement (RSA) process.
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Original sponsor(s): SEN. FAHRENKAMP

11 IN THE SENATE BY THE FINANCE COMMTITEE
CS FOR SENATE BILL NO. 485 (Finance)
N IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
S} A BILL
For an Act entitled: "An Act relating to the Telecommunications Informa-

tion Council and the provision of information ser-
- vices by the Department of Administration; and pro-
viding for an effective date."
" BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
* Section 1. AS 44.19.502(b) 1is amended to read:

2 (b) The council is composed of the governor, the commissic
13 from each principal department of the executive branch, the president
of the University of Alaska, [AND] the executive director of the
= Legislative Affairs Agency, a member of the public appointed by the

governor, and one legislator from each house, appointed by the respec-
tive presiding officer. The legislators shall serve as nonvoting
members of the council. The public member appointed by the governor
may not have a direct financial interest in the information services

industry. The chief justice of the supreme court may appoint a member

to serve on the council. Each commissioner shall appoint a deputy
221 cc\)/mmissioner to serve as an alternate for the commissioner. The vice-
president of the University of Alaska shall serve as alternate for the
president.
Sec. 2. AS 44.21 is amended by adding a new section to read:
2511 Sec. 44.21.045. INFORMATION SERVICES FUND; CHARGES. (a) The
information services fund is established as an internal services fund
in the Department of Administration. The fund consists of money
z_g.l appropriated to it, money transferred to the department by political

¥ -1 CSSB 485(Fin)
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subdivisions and state agencies as reimbursement for information
services provided by the department, and the proceeds from the sale of
surplus or other assets of the department used for information ser-
vices .

(b) Money transferred to the department by a political subdi-
vision or state agency for information services for a fiscal year that
exceeds the cost of information services provided to the political
subdivision or state agency in that fiscal year constitutes program
receipts that are subject to the procedures of AS 37.07.080(h).

(c) Except as provided in (b) of this section, money in the fund
established under (a) of this section may be expended only in accor-
dance with legislative appropriations. Money appropriated to the fund
may be used for

(1) the costs of the Telecommunications Information Coun-
cil, including its costs of performing reviews and studies considered
necessary by the council;

(2) necessary expenses of providing information services to
political subdivisions and state agencies;

(3) additions, replacements, or improvement of capital
equipment for information services; requests by the department for
capital equipment expenditures shall be included in the budget submit-
teld by the governor to the legislature under AS 37.07; and

(4) other purposes as specified in an appropriation to the
fund.

(d) The department may charge and collect fees and surcharges
a.or information services provided by it to agencies and political
subdivisions of the state. The department shall maintain cost ac-
counting records to support rates and billings for information ser-

vices provided by the department. The department shall submit a
CSSB 485(Fin) -2-



report on the operation of the fund to the governor and the legisla-
ture at the time of submission of the departmental budget.

(e) A state agency that receives information services from the
department shall include in its annual budget, as an identifiable
item, its expected fees and surcharges for information services pro-
vided by the Department of Administration.

(f) Fees and surcharges for information services of the depart-
ment are subject to annual review and approval by the Telecommunica-
tions Information Council.

() In this section, "information services" includes automatic
data processing services provided under AA44.21 .150 - 44.21.170 and
telecommunications services and operations described in AS 44.21.-
305 - 44.21.330.

* Sec. 3. AS 44.21.160(h) is repealed.

= Sec. 4. AS 44.21.045(e) and (f), enacted bysec. 2 of this Act, take
effect July 1, 1990.

* Sec. 5. Except as provided in sec. 4 of this Act, this Act takes
effect immediately under AS 01.10.070(c).

-3- CSSB 485 (Fin)
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SUMMARY OF PROPOSED CS FOR SENATE BILL MO. 485

* Section 1. No changes from CSSB 485(SA).

* Section 2. The proposed substitute makes several changes
to Sec. 44.21.045 as contained in CSSB 485(SA). Under
subsection (a), in addition to the fund consisting of

The
that

money appropriated to it and money transferred to the
department for information services, it includes the
proceeds from the sale of surplus or other assets of the
department used for information services.

This wording was added toaddress concerns over the
disposition of sale proceeds. Without specifically
providing for the disposition, it is unclear as to where
the money should go. TheWorking Capital Fund, for
example, has this ambiguity.This would allow for the
proceeds to be used, based on appropriation, to offset

future equipment or other asset acquisition costs.

Under subsection (b) , it 1is proposed that 1instead of
excess money at the end of the fiscal year being
transferred to an account 1in the general fund, that the
excess money constitutes progranm receipts that are
subject to the procedures of AS 37.07.080(h), the
revised program process of the legislative Budget and
Audit Committee.

This provision, coupled with the appropriation language

added to subsection (c) , requires the department to go
before the Legislative Budget and Audit Committee for
any unbudoeted RSA money. Effectively, this gives the

Legislature oversight of the revenue flow generated by
the department for information services in excess of the
budgeted amounts.

Subsection (c¢) adds the provision that except for the
revised program process provided for in subsection (b),
money in the fund may only be expended 1in accordance
with legislative appropriation.

This language makes it clear that the department cannot
use the money 1in the fund wunless it 1is appropriated by
the Legislature. Any "unappropriated"” fund balance
would be available to offset general fund budget
requests for information services operations or capital
equipment; or it could be appropriated for any other
purpose specified by the Legislature.

remainder of the proposed CS is the same as the bill
is now before the Finance Committee.



R BETTYE FAHRENKAMP WHILE IN
AN. RESOURCES COMMITTEE R
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9071452-4882 OFFICE (90
7) 456-2899 Senate HOME [90
TO:; genator Rick UehIWg
enator Johne Binkls R/ ,
Co-Chalrs, Senate Finance Committee

FROM: Senator Bettye Fahrenkamp

DATE: March 21, 190

SUBJECT: Senate Bill 4%

In March, 1989, a legislative audit was released that, among other things, recommenged
that. the Departmentof Adﬂumstratlon nefded {0 mro e |t? acc,ounu'w controls.  The
audit recom ende?] establis mg an Internal service tund for all of Its teleCommunications
services, ...now that DOA/TElcom I providing a centralized service to a numbper of
agenues on a reimbursement basis, and generatm% revenues from that operation, different
accountin treatmgentI must be aEPhed. It went on to epymerate the a vanbai;es of
creating an ISF, Inc |

uding greater ease in costing and pricing Sepvices, the anility to
accumulate resources %r %8 acmg_ IXed assets, ar(ﬁld |sola%ng ﬁ]terfung_ Services sot}fhat
governmental fund. types do not display revenues ang exPe ditures twice (once by the

epartment furnishing the services, and"once by the department receiving the services).
Our goal in this legislation is to do the following:

1) Through the Telecommunications Information Coun%il, involve ll fta%e departments
In estaolishing the rates to be.charged for the yse of computer, telepnone and other
services provided by the Division Of Information Services;

2)  Establish an ISF,. into which interagency receipts will be deposited and separatel
accounted for, with an annual r$ orhto the governor and the Igglslature 0N MONIgs
received and expended to pay Tor the costs of providing Services;

3  Give the legislature oversight of large capital equipment purchases and uparades.
) These are gurrently eln gdone_ mo%ﬁ %?_roug%qvegse—pu#gﬁase arrange_m n%s gald
for by Interagency TecelpfS. This bill requiresthat any money charge In excess uf
the cost to growde services Will lapse t0 the general” fund unless grog)nated to

the ISF, _Iﬁ also requires tha the er%'flrtment must Include In its blﬁ) e ;I)roioo%ﬂ

%:the legislature any proposal to spend funds that are allowed to accurmulate in the
With these mHItiE)Ie levels of oversight, establishment of thah ISF should result iH better
management, Detter accounting, morg nvolvement among ot ,?,r deparllments In the rates
being charged for .services they require, and an improved ability to plan for long range
Nees.
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House and the Senate.

epartme provides telecommunications and comput

Sectional Analysis of SB 485

1ex ands the TIC by adding one_more voting member, who is to be a public
06S not ave anly Irect financial mt%mest in the In ormat|o SErvices
(IDﬂsca notefom De artment of A |n|strat|on 15 or trave eXenses

blic member. It also ad stvvo ronaIrgmembers, one each from the

o] SIS 1 W e
[ SEIVICES.

Subsection I)on agetwostatescear that all mone rece|veds Il be separately
P R L e L
back to th%n Py Yo

Subsect|on () allows the costs of theTICto be pa|d fro thE fund, gnd also gllows

|ta L%@fplet?ﬁ Ct‘rchases tg E]elgﬁ e from t Eyﬂe

Subsection (0) ﬂ equire t e de a,rtment to kee \}) gcords 0 sugpﬁrt G{he rate it
charges othe ent| es for t ese ICes Peing provided. It requires the department
to stlomit an annual report to the Ieglslature and the governor.

Subsection () requires that agencies receiving services from the department shall
mclfudet (cgsts ftﬁese Services In their anﬂual%udgets p

Subsection g IVES tﬂe TeIecommun tlons Information (Eounul the authori
review and approve the rates chare y the de artment or provision of se ces

(.9, the phone charges and charges for compu er Usage).

Subsection g) defines information services as data processing  and
telecommunications Services.

2Creates he formatLon Services Fund, co
mone trans erre to It Dy state agencies an E

Stian3repeals a provision made redundant by passage of this hill,
Sutios4atSare the effective dates.



1990 LEGISLATION
POSITION PAPER
DEPARTMENT OF ADMINISTRATION

Division Information Services BUI Number SB 485

Bill Title TIC/Provision of Info. Services

Fostion Statement: Explain brieflywhat bill does, its impacts and Department®s
position, i.e. a) support, b) do not support, c) neutral or d) oppose.

This bill adds three members to the Telecommunications Information Council (TIC):
a member of the public appointed by the governor; and one legislator from eac

house, appointed by the respective presiding officer. The legislators will serve as
nonvoting members and the public member may not have a direct financial interest
in the information services industry.

In addition, this bill establishes an internal service fund, named the Information
Services Fund, in the Department of Administration and sets parameters for receipts
into the fund and expenditures from the fund.

The Department supports this bill for the following reasons.

1) The Department encourages participation from the Legislature and the public
regarding information and telecommunication plans _and policies. Inclusion of
respresentatives from both of these groups In the TIC will help to ensure that
participation.

a_ The Information Services Fund is viewed as being similar in function to the
_|<I:1(hways Working Capital Fund and having similar benefits to the State: a) the
linkages of information services revenues and expenditures in_the Department of
Administration will become visible; b) fees and surcharges for information services
provided by the Department will undergo a thorough review and approval process by
customers of the services; and, c) requests for services and the expenditure of funds
to satisfy those requests, particularly for major hardware and software items identified
in TIC-approved plans, will be clearly defined and visible in annual budget requests.

APPROVED:
Director Paul Monette Division Information Services
Signflturer/~c P - Date. 1 {'tMO

Commissioner Frank S. Baxter

(For more information, call Sioux Plummer 465-2200)



A SPECIAL REPORT ON THE
DEPARTVENT OF ADMINISTRATION
DIVISION O TELECOMMUNICATIONS
STATE VOICE TELEPHONE NETWORK

March 6, 1989

Audit Control Number
02-4325-89-S

Commissioner, Department of

Administration John M Andrews
Deputy Commissioners, Department
of Administration Charles E. Taylor

James J Fox
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FINDINGS AND RECOMMENDATIONS

Recommendation No. 1

The Department of Administration, Division of Telecommunica-
tions (DOA/Telcom) needs to improve accounting controls over
the fiscal operations of its voice telephone network. The
Department of Administration should establish an Internal-
Service Fund (ISF) for all of its telecommunications servic-
es, including its voice network. “

As described earlier DOA/Telcom provides voice telephone
network services to man gaut not all) state a(%;enmes in the
Juneau, Anchorage, an airbanks area.  DOA/Telcom also
provides data and video telecommunication services to state
agencies.

Since the state network has been constructed over a number
of years with annual ap]p_roprlatlons from the general fund,
it is not readily identifiable how much has been invested in
the state's telecommunication network. The original ac-
counting of the Division of Telecommunications' activities
throu%h the general fund was proper at the time. However,
now that DOA/Telcom is providing a centralized service to a
number of agencies on a reimbursement basis, and generating
revenues from that operation, different accounting treatment
must Dbe aPplled. An ISF should be established to account
for all telecommunication services provided by DOA/Telcom to
user agencies including the voice "elephone network.

The ISF classification should be used to account for the
financing on a cost-reimbursement basis of services provided
by one department or agency to other departments or agencies
within the same governmental entity.

An ISF has the following advantages:

Account for the total cost of the activity;
Provide greater ease in costing and pricing
services; _ _

Accumulate resources for replacing fixed assets;
Combine certain governmental fund-type overhead
costs so they can be redistributed to the benefit-
ting programs; and, _

Isolate interfund services so that governmental
fund types do not display revenues and expendi-
tures related to interfund transactions twice
within the same fund type (i.e., wusually the
general fund) - once bg the department furnishing
the services and once by the department receiving
the services.

STATE or ALASKA -19- Olvision or oIT



We recommend that DOA/Telcom perform the following:

1.

Identify the investment in capital (fixed) assets used
in all telecommunications services provided to wuser
agencies (voice, data, and video). This includes the
cost of microwaves, antennas, towers, tower site
preparation, transportation costs to sites, buildings
at tower sites, switch and related equipment, terminal
and multiplex equipment. power supplies and plant
charges, and any other equipment that is utilized in
the origination, transmission, or recording of voice,
data, or video traffic.

Once the investment (cost) in the equipment is identi-
fied, a determination should be made of the percentage
of use that the equipment is utilized for each type of
service provided, including voice telephone network
traffic. (For example, 20% of utilization is_dedicated
to voice, 40% to data transmission, etc.) The calcu-
lated percentage of wuse should be applied to the
identified investment in plant. This amount should
then be "capitalizedl and depreciated, through the ISF,
over its estimated useful life. The calculated annual
depreciation should be incorporated into the cost
recovery calculations for user rate design.

DOA/Telcom should institute procedures to identify and
capture the costs mentioned above for its property
control  system. In the past, transportation and
personnel costs associated with microwave site instal-
lation or major repair have been expensed without a
record maintained of the amount of expenditure by site.
Since transportation and personnel costs often exceed
the amount of the microwave or tower itself, these
costs should be capitalized as part of the equipment
and recorded as such on the property control system.
These major installation costs should also be recovered
from the user agencies by incorporating them into the
user rate designs over the estimated useful life of the
equipment.

Donated equipment that will be used in any form for the
state voice telephone network should be recorded at its
fair market value at the date of receipt. Presently,
donated property is recorded into the property control
system at a value of $1.

DOA/Telcom should identify all employees who are
associated in any capacity with the voice, data, and
video network. This would include engineers, adminis-
trators, repair personnel, clerical, data processing,
and accounting and billing functions. A percenta%e
estimate of each employees time expended on each of the
telecommunications services provided, including the

STATE Or ALASKA -21- DIVISION OF LEGISLATIVE AUDIT



its operating budget. As part of the annual budget process,
agencies submit to the Legislature their estimate of the
revenues expected to be received by providing services to
other state agencies. These estimated receipts are taken
into consideration by the Legislature during its budget
deliberations. Oftentimes RSA revenues are a significant
part of the budget authorized by the Legislature.

For FY 88 the Legislatu_re authorized a DOA/Telcom budget of
approximately $5.4 million. Included in that amount were a
few budgeted RSAs. Except under wunusual and unplanned
circumstances when additional revenues become available
outside the budget process this is the amount the Legisla-
ture intended to fund DOA/Telcom operations.  However,
durlndg the fiscal year an additional $2.7 million in
unbudgeted RSAs were recorded bg DOA/Telcom.  This had the
effect of increasing DOA/Telcom ud?et (and related expendi-
ture authority) to $8.1 million. Of that amount, DOA/Telcom
lapsed apprommatelkf $122,000, resulting in DOA/Telcom
expending %ppromma ely $2.5 million more than originally
?pproprlate by the Legislature during the budget delibera-
fons.

FY 89 is not much different. The authorized budget of $5.6
million has been increased because of unbudgeted RSAs to
$7.7 million, an increase of $2.1 million.

A majority of these unbudgeted RSAs result from agencies
subscribing to the state voice telephone network.

Normally, the_servicing_ agency party to an RSA will incur
expenditures in providing the service it renders to the
requesting agency. The is the mechanism for the servic-

ing %Igency_t_o recover those costs. However, DOA/Telcom's
stated position is that there are few, if any, costs for
adding additional agencies to the voice network. Since in
DOA/Telcom's opinion there are minimal, if any, costs
associated with the voice network attributable to any one
agency most, if not all, of the RSA can be construed as a
"profit" to DOA/Telcom since there are no, or minimal, costs
to recover. Wt would expect to see any amount above and
beyond the costs associated with servicing an RSA to sup-
Blant the General Funds previously appropriated in _the
udget and see a similar amount lapsed to the General Fund
for subsequent appropriation by the Legislature. However,
as noted above this has not been the case. Those RSA funds
in excess of cost to provide voice telephone service have
been expended by DOA/Telcom. This indicates that DOA/Telcom
either did not reveal its full costs of operation to the
Legislature during the budget deliberations or that the
expenditure of the RSA funds were for other programs or
urposes which the Legislature did not intend for
OA/Telcom.

STATE OF ALASKA -23- OIVIStON OF LEGISLATIVE AUDIT



Additional errors noted in the CDR included instances of
duplication of calls and incorrect costing of directory
assistance calls. One extension detail CCR report correctly
categorized and costed two public switched long distance
calls, but then duplicated the two calls, with identical
data in each field. A different CDR report identified an
Alaska dlrec'_[or%/ assistance call but costed it at $2.76 for
two minutes instead of the customary $.60.

The effect of these classification and costing errors, many
of which DOA/Telcom was unaware of, is that state network,
public switched long-distance, and local traffi. and their
corresponding costs are under or overstated for the periods
in question.  DOA/Telcom should have the (DR software
modified to ensure that the data collected classifies and
costs calls correctly.

Recommendation No. 4

DOA/Telcom should have the CDR software modified to capture
traffic and cost data using the correct parameters.

When the CDR was initially installed, it was programmed to
cost public switched long-distance traffic using the parame-
ters that American Telephone and Telegraph (AT&T) utilizes.
These parameters are, in many respects, quite different than
the parameters that the tariffed Alaskan intrastate long-
distance company uses. While AT&I recognizes ten national
holidays throughout the year and discounts its rates corre-
spondingly, Alascom lowers its intrastate rates for only
Christmas and New Year's Day. Alascom also begins its more
expensive weekday day rate at 7 a.m., while AT&T's parame-
ters have the day rate beginning at 8 a.m. The effect of
these differing parameters is that CDOR will calculate the
cost of Alascom intrastate calls made on a holiday other
than Christmas and New Year's Day or on a weekday beginnin
between 7 a.m. and 8 a.m. incorrectly. Any state networ
call made during those time periods will be compared to an
incorrect, comparable Alascom cost with a corresponding
incorrectly calculated network savings figure.

In order to calculate accurate network savings and displaced
revenue totals, as well as ensure correct Dbillings to user
agencies, DOA/Telcom should modify the CDR software to
reflect the correct parameters in place for Alascom's
intrastate tariffs.

Recommendation No. 5

DOA/Telcom should either have its CDR software modified to
capture call traffic and cost data for the telephone cir-
cuits leased to the University of Alaska’s (UA) three main
campuses or require that the campuses provide DOA/Telcom
with"compatible call detail traffic summaries.
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affect CDR processing. In addition, DOA/Telcom should
protect its CDR files wunder the ACF2 computer security
system. This would permit access only by authorized indi-
viduals or programs.

Recommendation No. 7

DOA/Telcom  should  consider  either  eliminating all
off-pretnise extensions (OPXs) in locations where a local
exchange telephone company (LEC) provides service or estate
lish a charge for all OPX usage ot the state network.
Regardless of choice, the CDR software should be modified"to
record all OPX traffic.

All calls made from OPXs tied to either the Anchorage or
Fairbanks switch appear to the CDR as having originated
where the switch is ph|y5|cally located. For state network
calls, this means a call to Anchorage from an OPX physically
located in Delta Junction but off the Fairbanks switch will
appear on the CDR as a Fairbanks to Anchorage state network
call. The charge will be the standard Fairbanks to Anchor-
age $.35 per minute. This is also the case for calls
between OPXs off different switches; they will be billed at
the Fairbanks to Anchorage rate (see below for discussion of
unbilled OPX calls "internal to the switch"). The same
holds true for a non-State network intrastate (Alascom)
call. If the same OPX in Delta Junction calls a non-State
network location such as Barrow, the call is completed
through Alascom, who sees the call as originating in
Fairbanks and charges the Fairbanks to Barrow tariff, rather
than the Delta Junction to Barrow tariff, possibly displac-
ing revenues from the public switched network.

A number of OPXs' physical locations bear no logical rela-
tionship to the switch to  which they are tied, and the
agencies enjoy free long-distance calling because of it.
The "E" Detachment of the Alaska State Troopers are physi-
cally located in Fairbanks, ?/et are tied to the Anchorage
switch. ~ This means that all calls to Anchorage and its
surrounding extended area of service from "E" Detachment's
Peger Road headquarters in Fairbanks are made without a
charge to them as the (DR sees these calls as being local
(Anchorage to Anchorage). Even though they are located only
blocks away, the offices of the Department of Transportation
and Public Facilities in Fairbanks must pay $.35 per minute
to call Anchorage since they are tied to the Fairbanks
switch. FY 88 data showed that the "E" Detachment made
1,566 calls for a totalof 5,275 minutes to non-State

network Anchorage locations alcne; this data does not
include call's to Anchorage such as to the Department of
Public Safety, as these calls are "internal to the switch"
(see below). This free calling is inequitable as the public
switched network does not receive any revenue, DOA/Telcom
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the CDR output (from which the interagency billing is made)
should be compared at regular intervals for the Fairbanks
and Anchorage nodes. Total traffic and costs per the (R
should be within a pre-determined percentage of the Alascom
totals, or a more detailed analysis should be performed
(reviewing to the departmental, divisional, or even exten-
sion level.)  This reconciliation should be done on a
quarterly basis and will help in identifying CDR problems in

a timely manner.

As Alascom bills individual agencies in the Juneau node, a
sweeping reconciliation such as above is not possible.
However, the same basic reconciliation should be performed
on a smaller basis using test divisions or departments.
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