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Q B J E C 7 T V E S .  S C O P E .  A N D  M E T H O D O L O G Y

In accordance with Title 24 o f  the Alaska Statutes and a special request by the Legislative 
Budget and Audit Committee, we conducted a performance audit o f  the implementation o f  the 
Alaska land mobile radio (ALMR) project. Our review primarily involved the Department o f  
Military and Veterans Affairs (DMVA) and the Department o f  Administrai.on (DOA).

Objectives

The objectives o f  the audit were to:

• Review past, present, and future funding and expenses to assess if sufficient funding has 
been obtained for the project costs

• Determine project completion date and identify major milestones
• Review the progress made in obtaining the necessary federal permits and licenses for the 

project
• Identify the sites selected for the project and the ownership status o f  any real property 

including land usage costs
• Determine site preparation and equipment costs for the project
• Estimate recurring annual operation and maintenance costs
• Determine level o f  local government support for the project and willingness and ability to 

pay future operating costs
• Evaluate the management as to its effective and efficient oversight o f  the project

Scope and Methodology

The ALMR project is a joint effort between the State and the Department o f  Defense Northern 
Command (DoD). While we have access to state records, we not have the same access to 
federal records. However, we do not believe any records, material to this audit, w'ere withheld 
by DoD. Our scope included the implementation o f  the ALMR project from inception through 
August 31, 2005. More specifically our field work included the following:

« Review o f  departmental and division policies and procedures
• Analysis o f  financial reports from the State accounting system
• Interviews of personnel from state, federal, and municipal agencies
• Test for compliance o f  the supporting documentation for 53 judgmentally-selected, high 

dollar ALMR expenditures in the time period o f  FY 98 through FY 0 5 1
• Examination o f  project files for site, funding, and cost documentation
• Analysis o f  applicable grants and grant application: for compliance with program 

requirements
• Attendance at the ALMR Executive Council meetings and review o f  past meeting minutes
• Review a federally funded contractor study o f  the implementation o f  the ALMR project

1 FY 05 expenditures included July 1, 2004 through December 31, 2004.
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Q RGAMZATION AND FUNCTIO]VJ

The Alaska land mobile radio (ALMR) system is a two-way radio system that will provide 
interoperable,2 effective, and secure communication for local, state and federal agencies. These 
agencies will be able to talk to each other “in instant real time” rather than “one to one” 
communication.3 The ALMR system uses standards set by and endorsed by the Association of  
Public Communications Officers for interoperability.

A unique feature o f  the ALMR project is that it is governed by a cooperative o f state, federal, 
and local government agencies. The ALMR Executive Council steers the course o f  the project. 
The council was set up in 1995 and is composed o f  four representatives4- one o f  each from the 
State, the Department o f  Defense Northern Command (DoD), the Alaska Municipal League, 
and the Federal Executive Association o f  Alaska (federal non-DoD agencies). Once the 
ALMR project is completed the Executive Council will disband. At that time, a users’ council5 
will assume the leadership. The users’ council will decide operational policies, procedures, and 
actions. The users’ council will also play a role in outreach to the local communities.

The State and DoD have shared financial responsibility for the project. As a result, these 
agencies jointly manage the project. Each has a project manager that is responsible for different 
aspects o f  the project but both report to the Executive Council. It is anticipated that the 
representatives o f  the non-DoD agencies and the Alaska Municipal League will become more 
active in the project once the sites are operati< tal and the users’ council is formed.

Project management for the State was firs’ ^signed to the Department o f  Administration 
(DOA), Enterprise Technology Sendees (ET ETS has the responsibility for and oversight 
o f the State’s automated data processing and telecommunications resources and services. 
Under state law,7 ETS is responsible for the study, design, implementation, and management 
o f  the state telecommunications systems and serv ices. ETS is also responsible for the 
maintenance o f  the State Telecommunications System (SATS) which ALMR is utilizing as its 
structural backbone.

In August o f  2004, the Office o f  the Governor moved the management o f  the ALMR 
project to the Department o f  Military and Veterans Affairs (DMVA), Office o f  the

: Interoperability is defined by the FCC as
...an essential communication link w ith in pub lic safety an ti pu b lic serv ice wireless 

communications systems which pe rm it units from  two ot more d iffe ren t entities to in te rac t with 
one another and to exchange in fo rm ation accord ing to a prescribed method in o rde r to achieve 
pred ic tab le results.

1 Such as talking on a cell phone where only one person can talk at a time.
The representatives from each o f these groups have changed throughout the years due to changes in administration, 

duty stations, and emplojmcnt.
' As o f March 30, 2005 the Executive Council was in the planning process fo r ,Xy users’ council.
6 Prior to December 2003, the Enterprise Technology Services was named the Information Technology Group.
Alaska Statute 44.21.020( 10).
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Commissioner/Adjutant General.8 The ALMR system was designed as a ool to be used by first 
responders and public safety' officials to aid in public safety. This objective was compatible with 
the mission o f  the Division o f  Homeland Security/Emergency Management, which is housed as 
well under DMVA.

The transfer o f  responsibilities for ALMR was documented in the 2004 Memorandum o f  
Agreement (MOA) between DOA and DMVA. The MOA sets out ;he responsibilities o f  each 
department. DOA will continue to operate and maintain SATS. DMVA will assume 
responsibility for the project completion, funding, and expenditures. However, the most recent 
appropriations9 for the ALMR project were allocated to DOA making it difficult for DMVA to 
manage the project.

The State project office is budgeted for five positions. The project office staff is composed o f  a 
project manager,10 a program coordinator, a project coordinator, and two communications 
engineer II positions. The project manager reports to the Deputy Commissioner o f  DMVA.

Once the installation o f  ALMR is complete and the system fully operational, the State project 
office will dissolve. The communications engineer II positions will be absorbed by DOA. At 
that time, DOA will be responsible for the maintenance and operations o f  the ALMR system 
and for administrating the user fees.

8 In FY 06, the ALMR project office was moved to a new DMVA division, Alaska Statewide emergency 
Communications.
* Ch. 6, SLA 2005 and Ch. 3, FSSLA 2005.
10 Since DOA hired the initia l state project manager in June 2001, the job has changed hands twice. The first project 
manager was employed from June 2001 to May 200.V The second project manager’s employment was from 
August 2003 to March 2005. The third was hired in March 2005.
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B A C K G R O U N D  I N F O R M A T I O NS^

A highly functional two-way radio system is an essential tool for governmental agencies to 
respond to emergency situations. Such a system permits efficient, secure, and flexible 
communications for first responders and public safety officials. Federal, state, and local 
government emergency response agencies in Alaska are using a wide variety o f  older radio 
communication systems as the primary means o f  emergency response communication.

T hese communication systems have been built by a variety o f  manufacturers, have been 
implemented independently, and utilize different portions o f  the radio frequency spectrum. 
This often results in an inability o f  various government agencies to effectively communicate 
with one another as necessary when responding to an emergency situation.

It is critical that first responders, public safety officials, and other agencies have 
interoperability capabilities to effectively operate in today’s heightened security 
environment. Such concerns have become more critical since the attacks o f 
September 11, 2001.

Initiative to establish interoperable statewide radio system began in 1995

The Alaska land mobile radio (ALMR) project began in September 1995 with the creation o f  
the statewide Federal Land Mobile Radio Service Migration Council, currently known as the 
ALMR Executive Council (council). The council’s founding charter set the following 
objective:

The [A L M R ] Executive C o u n cil w ill define, develop an d  coordinate a m igration p lan  to p rovid e a  coat sh ared  land m obile radio com m unication ser\'ice encom passing p a rtic ip a tin g  fe d e r a l users within the state o f  A la sk a . The [ la n d  m obile rad io]  m igration p la n  s h a ll fa c ilita te  approved users within the state to access a n d  utilize this s c n ic e , thus im proving the communications interoperability an d  mission s u noort ca p a b ility  of each user during day to day operations, contingency and 
disaster response. (Emphasis added]

The originating charter was amended in 1997 to include state and local agencies, resulting in 
a restructured partnership among the U.S. Department o f  Defense Alaskan Command (DoD), 
the Alaska Municipal League, and the State o f  A laska.11 During April 2001, the council 
received approval through a memorandum o f  understanding among the State, DoD, the 
Federal Executive Association o f  A laska,1*’ and the Alaska Municipal League to "m ove
11 Initia l management over the implementation o f the ALM R system was the responsibility o f the Department o f 
Adm inistration’s Information Technology Group. During December 2003, the name was changed to Enterprise 
Technology Services.
The Federal Executive Association o f Alaska consists o f any and all federal government entities, agencies, and 

organizations, other than the Department o f Defense, that w ill use the shared ALM R system infrastructure.
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fo r w a r d  with im plem entation o f  a  cooperative solution  " that meets the needs o f  the federal, 
state, and local agencies for "m utual aid, d isaster response an d  crisis m anagem ent a s  w ell a s  day-to -day operations. ”

State sites were evaluated and selected for inclusion in the ALMR system

It was originally determined in 2001 that 87 existing communication sites, operated by a 
variety o f  entities, would be included in the ALMR system. Most o f  the system would be 
made up o f  70 state-operated sites. The rest would involve 10 sites operated by DoD or 
another federal government agency, and 7 sites operated by a local government entity or 
private-sector company.

In order to be utilized fo, ALMR purposes, the infrastructure at the sites had to be upgrav. ;d. 
Responsibility for these infrastructure upgrades was shared between the State and DoD. In 
general, infrastructure costs fell into two categories: (1) site preparation and (2) equipment 
purchase and installation. The State was in; ally responsible for the site preparation work at 
the 70 sites it operated. DoD was responsible for buying and installing the equipment at 
57 sites, with the State being initially responsible for the remaining sites. However, over 
time, the number o f  sites and responsibilities has changed. (Refer to the Subsequent Event 
section o f  this report.)

The ALMR equipment manufacturer was selected throuuh a Request for Information (RF1)

With the approval o f  the council, the Department o f  Administration’s (DOA) Information 
Technology Group sent out a Request for Information (RFI) in June 2002 to 0 (,t°rmine if  any 
competition existed for ALMR-compliant equipment. The RFI required the communication 
vendors to

. . . provid e a ll  equipm ent, p ro je ct m anagem ent a n d  system engineering services in support o f  the f in a l  design, im plem entation, accep tan ce testing, training a n d  m aintenance support. . . .

The RFI was sent to 11 communication vendors involved with manufacturing or selling 
communication equipment.11 Five responded to the RFI, and it was determined that 
Motorola, Inc., was the only vendor capable o f  both providing and installing equipment 
required for ALMR.

13 ALM R RFIs were sent to the follow ing communications companies:

Bcndix/K ing 
F.riccson, Inc.
Kenwood Corporation, Inc. 
Relm Wireless Corporation

Daniels Electronics, Ltd. 
ICOM America, Inc. 
M /A-COM
Thales Communications, Inc.

E.F. Johnson Company 
JPS Communications, Inc. 
Motorola, Inc.
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Accordingly, project managers sought award o f  a sole-source contract, under the authority o f  
a Request for Alternate Procurement (RAP). A contract was let with Motorola, Inc. under the 
RAP to cover procurement and installation o f  equipment.

The State started work on a group o f  seven sites in September 2002. In February 2003, the 
work on these sites (plus an eighth site added at the request o f  DoD) was completed. In 
March 2003, a demonstration training exercise, Northern Edge, was conducted in Valdez that 
successfully demonstrated interoperability o f  the land mobile radio system concept.

To make sure there was compatibility within the ALMR system, DoD has also contracted 
with Motorola, Inc., for the manufacture and installation o f  communication equipment. 
Further, DoD contracted with Motorola, Inc. for system management and maintenance for 
the sites for which DoD is responsible.

Completion deadline is set bv the Federal Communications Commission (FCC) waiver

In order to achieve interoperability, ALM R manage!s had to get a waiver from the FCC. 
Such a waiver was necessary to permit the varied users to share radio frequencies. ALM R 
initially submitted a waiver request in September 2002. The waiver was approved in 
August 2003.

In September 2002, the State's project management office began submitting the necessary 
FCC applications for each o f  the 92 licenses that it was responsible to obtain. (See 
Appendix A for detail.) As o f  March 2005, the project office had obtained these FCC 
licenses. As to the requested waiver, i f  the sites are not completed prior to 
December 31, 2006, the waiver expires. However, DMVA plans to file for an extension. (See 
the Subsequent Event section o f  this report.)

The total cost estimate for the ALMR project has repeatedly been set at S151 million

Since 2001, the ALMR project cost estimate has repeatedly been put at S151 million. While 
the overall total has remained constant, both the composition o f  the costs and the estimated 
share o f  the costs contributed by each level o f  government users have fluctuated.

Specifically:

1. Composition o f  costs. The project’s cost estimate is divided between two major 
components - infrastructure and radios. As discussed, the infrastructure component can 
be divided beiween preparatory construction work at various communication sites and 
the costs involved with acquiring and installing the necessary equipment. The radio 
component represents the costs involved for prospective users to convert to radios that 
arc operable with the new ALMR system technology.

The infrastructure component was originally estimated at about $60 million in 
September 2001. Most recently, in March 2005 this component was estimated at

ALASKA STATE LEGISLATURE
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S I00 million. The cost estimate for the infrastructure component has ranged from 
S50 million to S I00 million over the last three years.

Development o f  interoperable communications will require all users to acquire radio 
communication gear that will meet ALM R operating standards. The cost estimates for 
the radio units have also varied, but generally were put at the value necessary to make up 
the balance o f  the S151 million total estimate. The September 2001 estimate for projected 
total radio replacement and upgrade costs, for all users, was S94 million. The most recent 
March 2005 estimate puts these radio costs at S51 million.

One factor in the declining radio cost estimates is thai the electronics involved have 
become less expensive over time. Since the ALMR project involved a relatively new 
technology, the price o f  the new radios to work with the system was higher than other 
radios. Initially, only Motorola, Inc. was able to provide ALMR-compliant radios. In 
recent years, other telecommunication companies are manufacturing ALM R-compliant 
radios, which results in more competitive pricing for the units. Further, as the market 
continues to expand and more vendors manufacture the ALM R-compliant radios, it is 
anticipated the cost for the radios will continue to drop.

2. Federal grants provide the funding for much of the local and state government share o f  
the project costs. The most recent project cost estimates allocate the costs among local, 
state, and federal governments. Although funding will be coming from various local 
governments for the project, it is important to realize that the source o f  much o f  this 
funding is expected to be federal grant funds received by the communities involved.

Likewise, a substantial amount o f  the State’s contribution to the ALM R project is 
expected to eventually come from federal funds routed through the state treasury. As 
discussed further in this report, currently general fund (GF) appropriations make up the 
bulk o f  the State’s contribution.

Currently, the source o f  most funding for the State’s share o f  costs comes from the General 
Fund

As summarized in Appendix D to this report, appropriations for the S tate’s share o f  ALM R 
project costs began in 1997. By 2000, the legislature had appropriated S I .6 million. In 2001, 
state project managers sought over S I6.6 million in legislative appropriations for ALMR. 
The project was identified as critical to improving Alaska's security and em ergency response 
readiness.

The request was further made more attractive by the amount o f  federal funding participation, 
which made up almost S15 million o f  the funding request. At the end o f  the 2001 legislative 
session, the State’s GF and other state contributions to the ALMR project, as measured by 
appropriations, stood at about 17 percent o f  the State’s total contribution.
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Even though they had little federal funding in hand and the State needed to start work on 
ALMR sites, project managers made no request for funding from the 2002 legislature - 
apparently intent on waiting for receipt o f  anticipated federal funding.

By the 2003 legislative session, the State had received only $2 million o f  the almost 
$15 million in federal fund appropriations. Project managers were still not actively seeking 
out federal funding; they appeared to believe that funding would be “earmarked” for the 
project in an upcoming federal appropriation from the U.S. Congress.

In 2003 and 2004, the legislature appropriated a total $811,000 from the General Fund for 
the project to cover administrative costs. In 2005, the legislature appropriated funding o f  
more than $16 million in GF and other state funds authority to meet state construction 
obligations.

At the start o f  FY 06, GF and other state funds made up about 75 percent o f  the more than 
S22.8 million o f  available ALMR appropriations. Project managers still anticipate receiving 
o-'er $5.2 million in various federal grant funds. These funds, if  received, would lower the 
State’s contribution to just over 60 percent o f  available appropriations for the project. Also, 
project managers continue to anticipate a $13 million federally-earmarked appropriation for 
ALMR. Receipt o f  these earmarked funds would reduce the State’s contribution to 
41 percent o f  available appropriations. The history and source o f  the appropriated funding 
and received revenues are summarized in Appendix D.

Federal funding to the State for ALMR has been received in lesser amounts and more slowly 
than originally anticipated. The impact o f  these delays was offset by the stepped-up work by 
DoD. The delay in lining up federal funds shifted a large part o f  the work, and associated 
cost, to DoD. When it became clear the State was going to be delayed in its site construction 
work at various sites, DoD managers look on the responsibility o f  performing this work at 
more sites than originally planned. Essentially, rather than fund project work through the 
federal funds flowing through the state treasury, the federal government funded much o f  the 
wo»k directly.

With federal fundine not available, state managers bcuan work usinu loan proceeds

Although the ALMR project had received over $14 million in federal funding authorization 
in 2001, by mid-2002 no federal funds had yet actually been collected. A $2 million grant 
from the U.S. Department o f  Justice’s Community Oriented Policing Services (COPS) 
program had been allocated and awarded for ALMR-rclated equipment, but had not yet been 
actually received by the State.

Even though ALMR managers needed to purchase and install equipment at seven sites for 
which the State w-as responsible, no application for any other federal funds had been made by 
mid-20r 2. However, project managers did have plans to seek a grant from the National 
Institute o f  Justice (NIJ). The cost for equipping the seven sites was $4.2 million.
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Since the COPS funding was not yet in hand and the NIJ grant had not even been applied for, 
project managers sought the advice o f  the ALM R Steering Committee. This committee is 
made up o f  the commissioners o f  the Departments o f  Administration, Public Safety, Military 
and Veterans Affairs, and the director o f  the governor’s Office o f  Management and Budget. 
In early June 2002, the steering committee decided to borrow the funds, through a capital 
lease agreement,14 necessary to buy and install the equipment. Proceeds from the COPS and 
NIJ grants would then be used to pay the loan o ff  as it came due.

14 The loan was obtained under a Master Financing Contract between the Department c.f Revenue and Key 
Municipal Finance, a division o f Key Corporate Capital Inc.
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R E P O R T  C O N C L U S I O N  g

We were directed to review and assess various issues related to the Alaska land mobile radio 
(ALMR) project. ALMR is a joint project among federal state, and local governments. For 
its part, the State has not effectively or consistently managed the ALMR project. The State’s 
uncoordinated and inconsistent management o f  the project has contributed to the following 
deficiencies:

•  Estimates o f  project costs appear unsupported and based on ' nding

• Loan proceeds were inappropriately used to finance purchases made by Department o f  
Administration (DOA)

• Some costs and contracts were not consistent with funding conditions or the procurement 
code

• Operating site information is incomplete

• The DOA did not specifically identify and allocate expenditures on a site-by-site basis

•  There is insufficient data to estimate annual operating costs o f  the project

• There has been inadequate outreach and recruitment o f  potential ALMR users

• The scope o f  the project was changed without approval from the ALMR Executive 
Council

In recent months the Department o f  Military and Veterans Affairs (DMVA) has made 
significant efforts to improve the State’s oversight and control o f  the project. While we 
recognize this, we still believe there are important improvements to be made in the way ihe 
State carries out its share o f  responsibilities. Each o f  our conclusions is discussed further, as 
follows.

Estimates o f  project costs appear unsupported and based on funding

From the beginning o f  the ALMR project, state managers have not had a reliable estimate o f  
the project's total costs. Project managers have repeatedly set the total cost o f  the project at 
SI 51 million, although closer examination o f  this estimate raises questions as to its basis and 
underlying accuracy.
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E x h ib i t  1

C h a n g in g  C o m p o s i t io n  o f th e  $151 M il l io n  
A L M R  P ro je c t C o s t E s t im a te  

( in  M i l l io n s )

D a te 
o f E s t im a te

Loca l

In f r a s t r u c tu r e  C o s ts
,a c h u s e r g ro u p ’s “s h a re "1;

Fede ra l S ta te To ta l

R a d io  C o s ts

T o ta l cos t 
e s tim a te fo r a ll 

use rs
S e p tem be r 2001 $ 0 S25 $32 $ 57 $ 94
S ep tem be r 2002 (es tim a te no t a llo ca ted am ong use r 

g roups) S 67
$ 84

O c tobe r 2003 S 0 $25 $25 S 50 $101
D ecem be r 2004 '.20 S35 $21 $ 76 S 75
M arch 2005 $14 $63 $23 $100 $ 51

f Much o f ihe funding catcgori/ed as state and local shares is very likely, to a substantial extent, to he made up of 
federal funding flowing through the state or local government entity.

Source: ALM R presentations for 2001 through 2004 and Total Cost o f Ownt rship Report dated March 2005.

_ J

The S I 51 million estimate is most recently set out in a Department o f  Defense (DoD) 
consultant study. In this March 2005 estimate, infrastructure costs are put at just over 
S I00 million— twice the amount estimated for this component in October 2003 (See 
Exhibit 1). The balance o f  S51 million is estimated to be needed to cover the cost o f  
switching to new radio equipment. Earlier cost estimates, while still pegging the total project 
cost at S I 51 million, varied in the amount allocated for radio costs. This component was 
estimated at SS4 million and S101 million at various times over the last four years.

With the exception of  the September 2001 and 2002 cost estimates, all projections, including 
the most recent one, were developed from actual and projected available funding. The 
September 2001 and 2002 estimates do appear to have been developed, in part, from site-by- 
site estimates o f  how much equipment would be needed at each site, and how much it would 
cost to buy and install. Additionally, there were cost estimates, by site, for site preparation 
construction. When we compared actual costs for selected sites,1 ̂  as reflected in state and 
federal contracts, with the 2002 estimated cost for each site, the estimates were found to be 
understated by more than two-thirds.

While this analysis is consistent with the doubling o f  the infrastructure component estimate 
from S50 million in October 2003 to S I00 million in March 2005, we hesitate to estimate 
how much the final cost o f  the infrastructure component o f  the project will be. Likewise, it is 
unclear how the estimate for radio costs has been developed. It appears that the estimate for

15 Forty-eight site preparation, equipment, and installation costs identified in the DoD and state contracts were 
compared against cost estimates.
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these costs has essentially been the d irrerence between the S151 million overall cost figure 
and the latest amount allocated for infrastructure.

The current cost estimate for the radio component is S51 million. This estimate is 
approximately half o f the SI01 million estimate made in 2003. As discussed previously, 
there are commercial factors that likely have resulted in radio electronics becoming less 
expensive. However, we cannot estimate i f  these savings are great enough to account for the 
cutting in half o f the cost estimate for radio electronics. As with the infrastructure 
component, no detailed needs assessment has been done that includes cost information 
related to various types o f radio configurations as well as overall cost calculations generated 
from this information. See Recommendation No. 1 for further discussion.

Loan proceeds were inappropriately used to finance equipment purchases made by DOA

Project managers, with upper-management approval, financed the State's first ALMR system 
equipment acquisition and installation through the use of a capital lease. Although such lease 
agreements are common when acquiring large capital items to b<* eventually paid for with 
bond proceeds; in this instance, the use o f such financing was done to compensate for 
inadequate financial planning. The standard agreement requires state agency managers to 
certify that funding is in place to repay the loan, and i f  necessary, the agency involved w ill 
seek legislative apptopriations to pay the loan in the future.

At the time the S4.2 agreement was signed in September 2002, the State only had a grant 
commitment for S2 million. The application for National Institute o f Justice (NIJ) grant 
funding had not yet been completed. Such a situation was inconsistent with the financing 
agreement's requirement that the DOA “reasonably [expected]" to have on hand "legally 
available'’ funds to repay the loan.

Some costs and contracts were not consistent w ith funding conditions or procurement code

When the NIJ funding was eventually awarded, most of the project expenditures paid for 
with the funds were not covered by the agreement’s specific conditions.16 The NIJ agreement 
lists specific sites and allocates the funds to each site for equipment. As o f March 2005, over 
S I.7 million o f the NIJ funds were used to make capital lease payments and to purchase 
equipment for sites other than those listed in the cooperative agreement. Subsequent to the 
inappropriate expenditure o f the NIJ cooperative agreement funds, DMVA requested an 
amendment to the agreement to cover the actual sites that received the equipment. The 
request was approved by NIJ on September 16, 2005.

The former project manager did not follow the state procurement code when making ALMR- 
rclated purchases. Although the project manager requested authority to use an alternative

16 NIJ has elected to enter into a cooperative agreement, rather than a grant, based on its programmatic 
responsibilities to assist and coordinate projects that deal w ith technology development and assessment.
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procurement procedure through the RFI, the eventual contract between the State and 
Motorola, Inc. had multiple deficiencies.

Specifically, the contract was: (1) not approved by a contracting or procurement officer;
(2) not review ed, as required, by the attorney general for legality; and (3) not reviewed by 
DOA Risk Management to ensure contract language regarding insurance requirements was in 
compliance with state law. Essentially, although limited to a purchasing authority o f S2,500, 
the former project manager committed the State to a S433,100 contract. Motorola, Inc. was 
notified during September 2004 o f the invalid State o f Alaska contract dated August 2004. A 
new contract was reviewed and signed by the necessary personnel during November 2004.

Operating site information is incomplete

File information for ALMR sites is incomplete. DOA and the DMVA project office still 
cannot produce a current list o f all ALMR sites, including related information such as site 
owners, land use agreements,17 and land use costs for each site. (See the Subsequent Event 
section o f the report.) In 2003 DOA, with the assistance o f Department o f Natural 
Resources,18 initiated a review o f the site files for completeness. The review identified many 
deficiencies in the files, such as expired agreements; no agreements; missing documentation; 
unclear documentation; and, in some instances, no site file was available.

We conducted a follow-up review o f the files. For some sites we were unable to identify the 
owners o f the land, any existing land use agreements, and costs associated with the use of the 
property involved. Several rights-of-way, leases, and cooperative agreements in the files had 
expired. Site information was neither centrally located nor monitored through the use of an 
electronic database.

Up-to-date, well-documented site files and listings are important first steps in the 
management o f the project. As written in the contracts, the State w ill provide site access for 
the contractors. Without knowing all the ALMR sites and the status o f the land use 
agreements (leases, permits, or rights-of-way), the project management is placing the State at 
risk for liability. See Recommendation No. 3 for further discussion on site information.

DOA did not specifically identify and allocate expenditures on a site-bv-site basis

DOA is responsible for administering the State telecommunications system (SATS). With the 
advent o f ALMR, many o f the SATS sites were included in the mobile radio project. It is 
important that costs associated with ALMR be identified separately from those related to 
SATS operations. During the time that DOA managed the project, ALMR costs were not 
identified and allocated on a site-by-site basis. Therefore, no comparison o f actual costs 
incurred could be made with the 2001 or 2002 individual site cost estimates in order to 
validate a total estimated project cost.

17 Laud use agreements include leases, permits, cooperative agreements, and rights-of-way.
Department o f Natural Resources provided its expertise on the necessary land use agreements.
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In August 2004, oversight o f the project office transferred from DOA to DMVA. The 
administrative office at DMVA realized the necessity to track site costs, and has set up its 
accounting structure to do so. However, expenditures prior to that time were not specifically 
identifiable by site.

Because prior expenditures were not tracked in the state accounting system, actual site costs 
are unknown. Since most o f the ALMR sites are also SATS sites, work performed on sites 
has not been monitored to ensure costs are being allocated to the appropriate communication 
component. Verification o f work performed through contracts on the sites was not possible 
because specific tasks were not recorded on invoices or as backup for the invoices. This 
results in actual project and site costs being distorted.

It is important that project costs be tracked and summarized for each ALMR site. This is 
necessary not only to comply with specific grant or cooperative agreement requirements, but 
also for the effective management o f the project and for accurate state property records.

There is insufficient data to estimate annual operating costs o f the project

In 2002, ongoing maintenance work at SATS sites was provided through a contract with 
Alaska Communication Services (ACS), a private telecommunications company. ACS 
carried out the maintenance work as part o f a comprehensive five-year telecommunications 
contract with the State. In 2003, the agreement was rescinded just prior to the cancellation of 
the comprehensive contract. In December 2003, DOA entered into a contract with General 
Communication, Inc. (GCI) for maintenance work, although the services were provided on 
an as-nceded basis and billed based on time and materials used,1'* rather than as ongoing 
scheduled maintenance.

The department still utilizes the GCI contract and has hired seven technicians in the past six 
months to also carry out ongoing maintenance at the State’s communication sites. 
Additionally, DoD has hired contractors for maintenance o f its sites that an part o f the 
ALMR system.

Even though current maintenance costs are being effectively addressed, there is insufficient 
historical data to estimate a recurring annual operating cost for the ALMR system. The 
limited historical data was uue to DOA's lack of effective tracking o f SATS operations and 
maintenance (O&M) costs.

IM The term ‘lim e and materials”  refers la repairs being done on an as-needed basis: essentially, when something 
breaks GCI is called to fix it.
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There has been inadequate outreach and recruitment o f potential ALMR users

Most state-affiliated entities and agencies20 and DoD service units21 are committed to 
participating in the ALMR system. Some o f the state agencies and organizations have 
expressed interest in participating, but are concerned about being able to obtain funding for 
the necessary radio equipment. Additionally, it is important that local communities be 
recruited to participate in using and, to a les? er extent, funding the project.

While there has been some outreach, siate p.ojcct managers have not provided the local 
communities with enough specific information to allow them to make an informed decision. 
The primary reason that effective outreach has been limited stems from the project office’s 
inability to develop a reliable estimate o f what the prospective „ost to the user will be. Local 
communities arc hesitant to commit to participating in using ALMR because of concerns 
about the lack o f sufficient funding, including paying up-front radio equipment costs as well 
as knowing how much it w ill cost in ongoing user fees.

Out o f seven communities we contacted, three (see Exhibit 2) expressed a reluctance to 
commit without knowing what the user fee will be.

DoD has funded a consultant 
study to develop some user 
cost estimates, but because o f 
the insufficient state O&M 
cost data, the consultant has 
had to rely on O&M costs 
from another state as a basis 
for its study. The federally- 
funded study w ill provide
various options for O&M
procedures to be performed, a 
rate methodology for the 
system, and scenarios for
DOA to recoup the O&M 
costs through user fees. The lack o f an accurate, workable project cost estimate, coupled with 
the lack o f accumulating maintenance costs on a site-by-site bas.s, has limited the State’s
project office from providing critical information to prospective users. See
Recommendations Nos. 1 and 4 for further discussion.

20 As o f March 31, 2005, the Alaska Railroad Corporation and the Alaska Marine Highway System have not 
committed to becoming participants.
21 Department o f Defense service units refer to the U.S. A ir Force, Army, Navy, and National Guard.

E xhib it 2

L evel o f  P a r tic ip a tio n

Community Committed
Subject to 

Costs Involved
City of Ester ✓
City of Kenai ✓
City of Steese ✓
City of Wasilla ✓
Fairbanks North  Star Borough ✓
Matanuska-Susitna Borough
Municipality of Anchorage ✓
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The scope o f the project was changed without approval from the ALMR Executive Council

The initial scope for the ALMR project was for the construction and installation of 87 sites. 
In 2004, the former project manager felt there were insufficient sites for effective radio 
coverage and added four additional sites. Two of the sites were not existing SATS sites and 
required extensive work to become an ALMR site. The addition o f the four sites cost the 
State an estimated S2 million and increased the number of ALMR sites to 91.

The change in project scope was done without the approval o f the ALMR Executive Council. 
The April 2003 council charter states:

The Project Team consists of members appointed by the Executive Council to 
carry out key roles in the system development and implementation process, to 
include defining the operations, maintenance and management life-cycle 
processes. The Executive Council is the final approval authority’ over these 
processes.

There was no indication in the council meeting minutes that the expansion o f the scope to 
include the four additional sites was formally reviewed and approved by the council. See 
Recommendation No. 2 for further discussion.
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O lIB S E O U E N T E V E N ' J 1

Subsequent to our fieldwork date o f September 21, 2005, the Department o f Military and 
Veterans Affairs, Alaska land mobue radio (ALMR) project manager, provided a more 
complete listing of the ALMR sites. This listing is included in the report as Appendix A.

As o f September 30, 2005, there are now 105 ALMR sites, including controllers, consoles, 
bi-directional antennas, and key management facilities that require 94 Federal 
Communications Commission (FCC) licenses. The State has obtained 92 o f the 94 FCC 
licenses it needs to obtain under the FCC waiver. Due to the State not obtaining sufficient 
funding, DOD did the site preparation, with some State assistance, on 11 sites that the State 
was originally responsible to complete.

As o f September 30, 2005, there were 57 sites operational, leaving 48 to be completed before 
the FCC waiver deadline o f December 31, 2006. In view of the work yet to be completed, the 
ALMR project manager stated that he is planning to apply for an extension o f the FCC 
waiver deadline.
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p iN P IN G S  AND R E C O M M E N D A T IO N g

Recommendation No. 1

The Alaska land mobile radio (ALMR) project manager should take steps to develop a more 
comprehensive, better supported cost estimate for the project.

As reflected in the Report Conclusions section of this report, the ALMR project, at leas', on 
the part o f the State, has not been planned or managed in a coordinated and consistent 
manner. Implementation o f what appears to be a very worthwhile project has been impeded 
by the lack o f planning, ineffective communication with other stakeholder groups, and 
inattention to developing an accurate accounting of costs on a site-by-site basis. In past years, 
funding needs for the project have not been clearly communicated to the legislature or the 
general public. Coordination o f construction activities with partnering federal project 
managers has been lacking.

The first step in improving the planning o f and communication about the project is to 
develop a better cost estimate. As discussed in the Report Conclusions section, the cost 
estimates for ALMR do not appear to have been develop'd from the projected costs involved 
with bringing the project on line. The project manager under the Department o f Military and 
Veterans Affairs (DMVA), with the cooperation of the Department o f Administration (DOA) 
staff,23 should develop a comprehensive cost estimate using actual historical expenditure 
information now available. By looking at expenditures incurred for construction at various 
sites and applying those costs to the approximately 51 remaining sites,23 managers can 
develop a better documented, better supported, and presumably more accurate cost estimate 
o f infrastructure construction.

Likewise, project administration-overhead should be easier to estimate given the last few 
years o f management activity. It is also necessary to develop a better estimate o f radio costs. 
Project managers should begin with an extensive needs assessment for each participating 
state agency, and should determine what costs w ill be involved to meet those needs.

In past years, we do not believe the legislature has been provided a clear, comprehensive 
picture of: (1) what the scope o f the ALMR project entailed—especially in the area o f 
necessary upgrading o f radio equipment; (2) what the full costs o f the project are likely to be; 
and (3) the share o f costs that will be covered by the State’s General Fund, compared with 
what federal funding may be available to meet the State’s obligations.

22 The August 2004 Memorandum o f Agreement between DMVA and DOA requires DOA to segregate ALMR
expenditures and transfer custody o f all records related to ALMR as well as other requirements. 
u As o f August 31, 2 0 0 \ 41 o f the 92 sites for which the State obtained FCC licensure, were completed, leaving at 
least 51 sites to be completed before the December 31, 2006, FCC waiver deadline.
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Improved cost estimates, broken down by site, should allow managers to better project how 
much funding w ill be required for each construction season. Further, such cost information 
will provide a better basis for future funding requests, whether to the legislature or federal 
agencies.

Recommendation No. 2

Department o f M ilitary and Veterans Affairs (DMVA) project and administrative support 
managers should continue making improvements in the oversight o f the ALMR project.

As reflected in the Report Conclusions section of this report, implementation of the State’s 
management o f the ALMR project has been neither effective nor appropriately focused. We 
identified and discussed a wide range o f deficiencies, such as: (1) unallowable expenditures 
paid with grant funds, (2) lack o f project documentation, (3) incomplete and inaccurate cost 
information for both individual sites and the project as a whole, and (4) changes to the 
project scope done without approval by the ALMR Executive Council.

Both the state and federal stakeholders, such as the Alaska State Legislature, want to know 
the actual cost o f the project; however, it is unavailable. As a result o f this ineffective 
management, a seemingly important and worthwhile project may not be operational by the 
end o f 2006— the effective deadline established by the expiration o f the FCC waiver. 
Further, sustaining ALMR operations through widespread adoption of, and funding for, the 
system by local government and other prospective users has become problematic.

As discussed in the Background Information section, in August 2004 responsibility for the 
project was transferred to DMVA from DOA. In March 2005, DMVA appointed a new 
project manager to oversee the ALMR project. Many o f our findings stem from actions or 
inactions of the prior project managers. While we recognize that the change in project 
management may resul in improvements in the oversight o f the ALMR project, we offer the 
following suggestions for further improvement.

1. Improve recordkeeping. The project office was unable to provide pertinent .nformation 
regarding the Ax^MR system, such as site preparation and equipment costs involved with 
each site and cost o f the system as a whole. As stated in the Report Conclusions section, 
the current total estimated cost o f the project according to the project office is SI51 
million. Included in this amount is the projection o f radio equipment costs24 for federal, 
state, and local governments. This cost projection has no apparent basis, as the project 
office has no documentation supporting this cost estimate.

The magnitude o f this project necessitates cflective management. The project office 
should retain copies o f pertinent documentation for the project. Even with the move o f

:4 Radio equipment costs include the portable (handheld) and mobile (installed in vehicle) radios each agency w ill 
need in order to use the system.
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the project office from DOA to DMVA, copies o f all documents related to the project 
should have been kept.

We recommend that the project office, with the assistance o f DOA staff, ensure all 
information related to the project is retained. Tracking o f information by site, vendor, or 
contract would assist to ensure site information is obtained and complete. Records 
retention also assists with monitoring o f funding and expenditures o f the project.

2. Make better use of the state accounting system to track costs. As noted in the Report 
Conclusions section, the project office was not able to provide site preparation and 
infrastructure costs on a site-by-site basis. The DOA project managers did not utilize the 
state accounting system to track costs for the ALMR project by site.

Presently, the financial staff at DMVA has established project codes for each specific 
site. The project office should ensure all contracts entered into for infrastructure and 
preparation costs are detailed by site location. This allows for appropriate site costs to be 
allocated to the proper project code in the State accounting system. How'ever, recent 
funding o f SI2.5 million received for the project is being managed and disbursed by the 
DOA, which has not tracked costs by site. Since DOA received program codes from 
DMVA for each ALMR site, it is important that DOA track the expenditures o f these 
funds to provide appropriate allocation between the tv\o communication systems: ALMR 
and the State telecommunications system (SATS).

In order to capture the total cost of the ALMR project, the project office should also track 
the cost o f the radios purchased by the siate agencies using the state accounting system. 
In addition, local communities generally purchase radios with federal grant monies 
passed through by the State.25 The project office should make an effort to keep track of 
the amount passed through and used for radios so these costs can be included in the total 
project cost.

3. Improve outreach and recruitment of local government (communities) users. The 
memorandum of agreement between the federal Assistant Secretary o f Defense for 
Networks and Information Integration and the commissioner of the Department o f Public 
Safety provides in part:

The state will strongly encourage all state and local entities to use the shared
ALMR infrastructure, whenever feasible, to satisfy their radio communication
needs.

Making the improvements in recordkeeping and accounting discussed in the preceding 
items will provide more information to be used in the outreach effort. Accordingly, this 
should result in a more effective recruiting effort.

These grants are awarded to local communities by the D ivision o f Homeland Security w ithin DMVA .

ALASKA STATE LEGISLATURE
- 2 3 -

DIVtSION OF LEGISLATIVE AUDIT



As discussed in the Report Conclusions section, the primary reservation that prospective 
local government users have about participating in ALMR is costs—both the costs 
involved with acquiring new radio gear and the ongoing operating cost assessments they 
w ill be required to pay in future. The methodology and costs involved in recouping 
ALMR operation and maintenance costs are being addressed, to some extent, in the 
current consultant study being done by a U.S. Department o f Defense Alaskan Command 
(DoD) contractor.

ALMR project managers need to develop a better understanding o f the concerns o f 
potential participants, and take steps to assemble the cost information necessary for the 
communities to make an informed decision. Focusing the outreach efforts on 
communities that currently are not interested w ill identify what their specific concerns 
and reasons are for not wanting to participate. The project office needs to conduct 
outreach efforts to these participants to address their concerns and reasons, further their 
understanding o f the value of the project, and hopefully increase the number o f 
participants.

To perform effective outreach to the communities and to show state government support 
for the project, it is important to have all appropriate state agencies that use radio 
communication as participants in the project. The project manager should provide 
assistance in obtaining grants for the state agencies that are unable to obtain sufficient 
funding to purchase the necessary equipment. Also, for the undecided state agencies, the 
project manager should continue recruitment efforts to identify and work to resolve their 
concerns.

During the initial outreach process, communities should be evaluated based on their level 
o f commitment towards the ALMR project. From our interviews with officials in the 
communities listed in Exhibit 2, we determined there was still a great deal o f 
ambivalence about getting involved with the ALMR effort. Some communities are 
strongly committed without knowing what the user fee amount will be, while others are 
price-sensitive and need that information to make a decision.

Changes to the project scope must be reviewed and approved bv the ALMR Executive 
Council. Even though the charter for the ALMR project clearly states mat the council has 
final approval authority over the system development and implementation, the previous 
project manager added four additional sites to the project without the approval o f the 
council.

Although the current project manager has implemented a change-order process to ensure 
the appropriate personnel are informed and any dollar-amount change receives the 
approval o f the council, this process docs not address the requirement that project scope 
changes receive the approval of the council.
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The project manager needs ;o establish a process for project scope changes to:

(1) formally present to the council any project scope change for their approval;

(2) inform the council o f the reason for and necessity o f the project scope change; and

(3) present any additional costs associated with the change. The council’s approval 
needs to be documented in the minutes o f the meeting. A project scope-change 
document should be submitted by the project manager to the council to ensure that 
approval from all the council members has been received.

The ALMR project will have a major impact on the State. The national security and 
emergency response implications o f the project make it critical that the State’s participation 
is managed in an effective and cost-efficient manner. Implementation o f these 
recommendations would improve the State’s participation in making the ALMR project fully 
operational.

Recommendation No. 3

The director o f DOA’s Enterprise Technology Services should ensure that site records are 
current and complete.

As discussed in the Report Conclusions section, site-specific information has not been 
routinely collected and maintained in an organized manner. DMVA is currently the more 
active state manager for the ALMR project. However, DOA, in its oversight capacity o f the 
State’s communications systems, must also take steps to accumulate and keep track o f 
information related to sites that have been included in the ALMR system. It should be noted 
that we received numerous lists o f sites, purported to be all-inclusive lists o f sites in the 
ALMR system. However, none o f these lists agreed in content, and they could not be 
reconciled to the number of sites presented in management reports.

In 2003, DOA reviewed site files to ensure all information was current and correct— and 
determined there were numerous deficiencies. No action has been taken to address these 
identified deficiencies. Information such as ownership status o f the land and related land use 
agreements must be documented and retained. Such information should be updated prior to 
the completion o f the site preparation.

Additionally, especially for ALMR-sclected sites, the capital investment and improvements 
made at each site should be catalogued to include a description of the equipment installed at 
each site and, as appropriate, state property control tags:h should be used. The information

’l> Presently, DOA is utiliz ing Computer Task Group, Inc. and is receiving assistance from a federally funded 
contractor to identify and track equipment at the sites. Information generated from this review could potentially 
serve as a basis for the revamped and restructured site file information.

AIASKA STATE I.EG1SIATURF.
- 2 5 -

niVISION OF LEGISLATIVE AUDIT



would be critical to DOA in monitoring the wear and tear on the equipment and developing 
future schedules for equipment replacement and upgrade.

More specifically, for more effective oversight o f the information, we recommend the 
department reorganize the site data in one central location. Also, the department should 
develop and maintain an electronic database to better track and monitor the information.

Recommendation No. 4

The director o f DOA’s Enterprise Technology Services should establish a tracking method to 
ensure all costs associated with operations and maintenance (O&.Vl) o f the ALMR system are 
identified and recorded appropriately.

The users o f the ALMR system will be required to pay fees to fund the O&M costs of the 
new system. ALMR will be primarily operating through existing, albeit revamped, SATS 
sites. It is essential that a cost-accounting system is in place to capture O&M costs before 
ALMR is fully operational. The current memoranda of understanding icquires that DOA 
maintain adequate recordkeeping “to insure (sic) proper billing is established for ALMR and 
SATS."

In general, DOA has not effectively tracked the O&M costs o f state-owned 
telecommunications. The department, and more specifically Enterprise Technology Services, 
should begin establishing accounting system structures, along with appropriate processing 
procedures, to make sure all O&M costs are identified and allocated to various sites and 
telecommunications functions in a consistent, systematic manner.

Accordingly, we recommend that Enterprise Technology Services establish procedures and 
the related accounting structures to identify and record expenditures related to operations and 
maintenance o f ALMR-project sites. This is especially critical for those sites that are part o f 
the ALMR project— which have a larger number of non-state agency users. Such procedures 
are necessary to develop rates for the fees to be billed to these users. Such a process is 
critical for recapturing the ongoing costs involved in providing ALMR-project services.

A! ASK A STATE LEGISLATURE
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A P P E N D IX  A

A la sk a  L an d  M o b ile  R a d io
S ite s  as o f  S e p te m b e r  3 0 , 2 0 0 5

(U n a u d ited )

FCC
Licensed

Responsible for 
Site Preparation1

Responsible for 
Eouipmenf Operational3

L o ca tio n : D oD S ta le D oD S ta te

Alaska Hiahwav 
1. B e a v e rC re e k y ✓ ✓

2 . C a th e d ra l R a p id s ✓ ✓ ✓ y
3 . D e lta ✓ ✓ ✓ y
4 . Do t L a ke ✓ ✓ ✓ y
5 . G e rs t le  R ive r ✓ ✓ ✓

6 . T ok V y y y
Cit•• of Cordova 
7. H e n e y R a n g e y y ✓

Citv of Craia 
8 . M oun t S u n n y H a y y ✓ y

Citv of Haines 
9 . H a in e s ✓ ✓ y

Citv of Juneau 
10. A u ke Lake ✓ ✓ y y
11 . J u n e a u F e d e ra l B u ild in g y y y
12. Lena P o in t4 ✓ y y
13. S a d d le M o u n ta in y y y y

Citv of Ketchikan
14. H igh M o u n ta in ✓ ✓ y

Citv of Petersbura
15. P e te rs b u rg y y y

Citv of Sitka 
16. S itka ✓ y y

Citv ot Skaawav 
17. S ka gw a y ✓ y y

Citv of Whittier 
18. W h itt ie r ✓ / y y

Citv of Wranaell 
19. W ra n g e ll ✓ y %

Dalton Hiahwav 
20 . M one y K nob ✓ y ✓

1 Site preparation means readying the site to ensure adequate room and electrical service are available in existing 
buildings or shelters, or erecting such structures at the site, prio r to equipment installation.
2 Equipment includes such items as repeaters, routers, and systems-interconnect equipment.
3 Sites completed, tested, accepted, and turned on as o f September 30, 2005
4 Sites added in 2004 by former project manager w ithout Executive Council approval.
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A P P E N D IX  A

A la sk a  L a n d  M o b ile  R a d io
S ite s  a s  o f  S e p te m b e r  3 0 ,2 0 0 5  (co n tin u ed )

1
FCC

Licensed
Responsible for 
Site Preparation

Responsible for 
Eauipment Operational

Location: DoD State DoD State

Glenn Hiahwav 
21. Bailey Hill y ✓ ✓ s ✓ y
22. Blueberry Hill4 y ✓ y y
23. Lions Head (Sheep Min.) ✓ ✓ ✓

24. R 1 North ✓ ✓ ✓ y
25. Sawmill ✓ y ✓

26. Site Summit4 ✓ y y y
97. Tahneta Pass y y ✓

2fc. Tolsona ✓ y ✓ y
Kenai Peninsula 
29. Ruqqed Island ✓ y y
Kenai Spur Road 

30. Kenai Police Department ✓ y y
31. Nikiski ✓ y y

Kodiak Island 
32. Pillar Mountain y y y
33. Woman's Bay y y y

Municipality of Anchoraae(MOA)
34. Anchoraqe Fire Station #12 - 800 MOA MOA
35. Anchoraqe Fire Station »12 - VHF y ✓ y
36. Atwood Building -  800 y ✓ y y
37. Atwood Buildinq VHF y y y y
38. Ted Stevens Airport -  800 y y y y

Parks Hiahwav 
39. Alcantra y y y y
40. Beckwitt's Bluff y y y
41. Bvers Creek y y y
42. Chulitna y y y y
43. Clear y y y y
44. Ester Dome y y ys y y
45. Garner y ✓ y y
46. Gold Creek y ✓ y
47. Honolulu y ✓ y
48. Hurricane y ✓ y
49. Mount SusitnaS y ✓ y
50. Nenana y y y
51. Reindeer Hills y ✓ y y
52. Willow Creek4 y ✓ y y
53. Yanert y ✓ y y

5 The State was responsible for the site preparation for 11 additional sites; however, due to a funding shortfall, DoD 
funded the majority o f the site preparation contract.
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A P P E N D I X  A

A la sk a  L a n d  M o b ile  R ad io
S ite s  as o f  S e p te m b e r  3 0 ,2 0 0 5  (c o n tin u e d )

Location:

FCC
Licensed

Responsible for 
Site Preparation
DoD State

Responsible for 
EauiDinent

DoD State

Operational

Richardson Hiahwav 
54. Black Rapids ✓ ✓ ✓ ✓

55. Canyon Creek ✓ ✓ ✓ ✓

56. Divide ✓ ✓ ✓

57. Donnely Dome ✓ ✓ ✓

58. Ernestine Mountain ✓ ✓ ✓ ✓

59. Glennallen ✓ ✓ ✓

60. Hardinq Lake ✓ ✓ ✓ ✓

61. Hill 3265 ✓ ✓ ✓ ✓

62. Paxson ✓ ✓ ✓ ✓

63. Peqer Road ✓ ✓ ✓ ✓

64. Pole Hill ✓ ✓ ✓ ✓

■5. Quarry Hill ✓ ✓ ✓

0 6 . Sourdouqh ✓ ✓ ✓ ✓

57. Trims ✓ ✓ ✓ ✓

6 8 . Tsina ✓ ✓ ✓

69. Valdez ✓ ✓ ✓ ✓

70. Willow Mountain ✓ ✓ ✓ ✓

Seward Hiahwav 
71. Cooper Mountain ✓ ✓ ✓5 ✓

72. Girdwood ✓ ✓ ✓ ✓

73. Grandview ✓ ✓ ✓

74. Hope ✓ ✓ ✓ ✓

75. Hunter ✓ ✓ ✓

76. Moose Pass ✓ ✓ ✓ ✓

77. Portaqe ✓ ✓ ✓ ✓

78. Rabbit Creek ✓ ✓ ✓=> / ✓

79. Seward ✓ ✓ ✓ ✓

80. Silvertip ✓ ✓ ✓ ✓

81. Summit Lake ✓ ✓ ✓

82. Wolcott Mountain ✓ ✓ ✓=> ✓ ✓

Sterlma Hiahwav 
83. Anchor River / ✓ ✓

84. Diamond Ridge ✓ ✓ ✓

85. Kasilof ✓ ✓ ✓

8 6 . Ninilchik ✓ ✓ ✓

87. Pipeline Hills ✓ ✓ ✓

8 8 . Seldovia ✓ ✓ ✓

89. Ski Hill ✓ ✓ ✓

90. Sterlinq ✓ ✓ ✓

Others Off Hiahwav Svstem 
91. St. Paul Isiand ✓ ✓ ✓



A P P E N D IX  A

A la sk a  L a n d  M o b ile  R a d io
S ite s  a s  o f  S e p te m b e r  3 0 ,2 0 0 5  (c o n tin u e d )

Location

FCC
Licensed

Responsible for 
Site Preparation 
DoD State

Responsible for 
Eauioment 

DoD State
Operational

Controllers. Consoles. Bi-directional 
Antennas, and kev Manaaement Facilities 
92. Birch Hill ✓ ✓ ✓ ✓

93. City of Fairbanks Police Dept. N/A ✓ ✓
94. City and Borough of Juneau (CBJ) N/A CBJ CBJ ✓

95. City of Valdez (CoVAL) Police Dept. N/A CoVAL CoVAL ✓

96. Eielson Air Force Base N/A ✓ ✓ ✓

97. Elemendorf Air Force Base N/A ✓ ✓ ✓

98. Fort Greely N/A ✓ ✓ ✓

99. Fort Richardson N/A ✓ V ✓

100. Fort Wainwriqht N/A ✓ ✓

101.Ted Stevens A irpo rt-VH F ✓ ✓ ✓ s
102.Transportable North

Stale to obtain N/A ✓

103.Transportable South
State to obtain N/A ✓ ✓

104.Tudor Road N/A ✓ / ✓

105.Whittier Tunnel N/A ✓ ✓ ✓

Totals: State 92 725 41

DoD N/A 28 61

Local N/A _3 _3

Total 92 103. 105 5Z

6 Transportable North and South did not require site preparation; therefore, a total o f 103 needed site preparation.
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A P P E N D IX  B

Alaska Land Mobile Radio 
M ap of Sites
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A P P E N D !? : C

Alaska Land M obile Radio 
M ajor M ilestones

September 19,1995

September 1997

September 1997

January 1999

1999

April 4. 2001

February 27, 2002 

June 5, 2002 

September 3, 2002

September 23-25, 2002 

October 15. 2002 

February 2003 

March 11-13, 2003

The Alaska Land Mobile Radio (ALMR) Executive Council is chartered to provide 
interoperable and cost-effective land mobile radio service that is compliant with federal, 
state, and local regulations and responsive to federal agency needs in the State of Alaska.

The ALMR Executive Council's charter is amended to include state and local agencies, 
and to broaden the focus to address interoperability across all gr vernment public safety 
and first-responder agencies.

A memorandum of understanding (MOU) among the U.S. Department of Defense Alaskan 
Command, the State of Alaska, the Federal Executive Association of Alaska, and the 
Alaska Municipal League is signed to develop a combined land mobile radio migration1 
plan.

A request for information is sent to members of the communications industry regarding 
solutions for an interoperable public safety communications system.

The State Telecommunications Information Council selects Project 252 as the standard for 
digital radio communications used by federal, state, and local public safety agencies to 
enable interoperability among the agencies.

An MOU among the State of Alaska, the U.S. Department of Defe.ise Alaskan Command, 
the Federal Executive Association of Alaska, and the Alaska Municipal League is signed to 
provide approval for the ALMR Executive Council to move forward with the implementation 
of a communications system that is responsive to the needs of federal, state, and 
municipal agencies for day-to-day operations, mutual aid, disaster response, and crisis 
management missions.

The State of Alaska is awarded $2 million through a federal Community Oriented Policing 
Services grant for the purchase of radio equipment.

The State of Alaska and Motorola, Inc 3 enter into a $7.5 million contract for the purchase 
of radios, digital repeaters, and base stations.

The State of Alaska and Motorola, Inc., enter into a $4.2 million agreement for the 
purchase, snipment, installation, and testing of the equipment needed at seven sites for a 
concept demonstration.

Applications for Request for Waiver of Federal Communications Commission's Rules 
regarding shared frequency usage are filed.

The State of Alaska signs a $4.2 million financing contract with Key Municipal Finance for 
monies to purchase the equipment under the Motorola agreement.

Site preparation, installation of equipment, and testing of the system is completed for 
Fairbanks, Anchorage, and Valdez.

A demonstration training exercise, Northern Edge, in Valdez successfully demonstrates 
interoperability of the land mobile radio system concept.

' To move approved users with in the Sta te o f Alaska 'o accessing and utiliz ing the ALMR system .
3 A set o f standards deve loped by the Association o i Public Safety Communica tions Offic ia ls and the Telecommunica tions Industry 
Association.
3 Motorola, Inc., Is a te lecommunica tions company with a portfo lio of pub lic safety and security products fo r m ission-critical 
integrated communications, in formation management, regional coordination, and incident command.
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A T T A C H M E N T  C

A laska Land M obile R adio 
M ajor M ilestones 

(continued)

May 9. 2003

May 21, 2003

July 28. 2003

August 7, 2003 

September 29, 2003

November 12, 2003

February 2004

May 19, 2004 

July 12, 2004 

August 15, 2004

November 23-30, 2004

December 8, 2004

January 13, 2005

March 23, 2005

March 2005 

July 2005 

August 31, 2005

The ALMR Governance Project, a study to determine how to govern the system, identifies 
ALMR's governance requirements and develops a detailed cooperative agreement setting 
out specific terms and provisions for the partners' joint management of the 
communications system.
The State of Alaska is granted authority to construct and operate several sites of he 
ALMR system prior to receiving the Federal Communications Commission (FCC) waiver.

An MOU between U.S. Department of Defense Alaskan Command and the State of Alaska 
is filed.

A Request for Waiver of Federal Communications Commission’s Rules is approved.

The State of Alaska is awarded $1.98/ million through a National Institute of Justice 
cooperative agreement.

The State of Alaska and Motorola, Inc., enter into a $770,000 agreement for the purchase, 
shipment, installation, and testing of the equipment needed at three sites for the unified 
defense exercise.

Northern Command Unified Defense combines National Guard, Coast Guard, State 
Trooper, and local police forces to demonstrate the communications interoperability of the 
ALMR project.

The State of Alaska is earmarked $2.5 million through a federal Community Oriented 
Policing Services grant for site infrastructure equipment, site upgrades, and installation.

A "Beta Period" membership agreement'1 is entered into between the City of Valdez Police 
Department5 and the Department of Administration.

A memoranda of agreement between the Department of Administration (DOA) and the 
Department of Military and Veterans Affairs (DMVA) is signed delegating DOA's 
responsibilities and duties for the management of the ALMR project to DMVA.

The State of Alaska and Motorola, Inc., enter into a $443,000 contract for the purchase of 
equipment for the Willow Creek and Lena Point sites and a $792,000 contract for the 
purchase and installation of equipment at the Blueberry Hill and Site Summit sites.

A “Beta Period" membership agreement is entered into between the U.S. Drug 
Enforcement Administration and the Department of Administration.

The State of Alaska is earmarked $2.5 million6 through a Community Oriented Policing 
Services grant for the purchase of equipment for the ALMR project.

DOA receives a general fund supplemental appropriation in the sum of $6 million for 
ALMR infrastructure upgrades.

Fifteen ALMR sites are operational.

DOA receives over $6.4 million in state funds for the ALMR project.

Forty-one *VLMR sites are operational.

* This is an interim agreement for usage while the system Is no t fu lly operational.
5 This agreement is in dra ft form and not signed yet.
8 As o f April 30, 2005, the two federa l Community O rien ta ted Polic ing Services grants, fo r S2.5 m illion each, have not been received.
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A P P E N D IX  D

ALMR Funding and Expenditures 
as of August 31, 2005 

(in thousands)

Approp ria tions by Funding Source

Legislation
A pp rop ria tio n

General
Fund

O ther
State

Funds1
Federal
Funds

Tota l
Authorized

Collected
Federal
Revenue

Expenditures
Actual Encumbrances

Unexpended 
Unobligated 
State Funds

Ch. 100, S LA 97 $ 485 $ -0- $  -0- $ 485 $  -0- $ 398 $ -0- $ 87

Ch. 135, SLA 00 -0- 850 350 1,200 -0- 850 -0- -0-

Ch. 61, SLA 01 120 540 14,894 15,554 3,987 5,605 175 (1,133)

Ch. 61, SLA 01 1,033 -0- -0- 1.033 -0- 1,033 -0- -0-

Ch. 82, SLA 03 400 -0- -0- 400 -0- 400 -0- -0-

Ch. 159, S LA 04 50 -0- -0- 50 -0- 50 -0- -0-

Ch. 159, SLA 04 361 -0- -0- 361 -0- 361 -0- -0-

Ch. 6, SLA 05 6,000 -0- -0- 6,000 -0- 1,495 344 4,161

2005 RSA2 -0- -0- 1,600 1,600 1,600 670 21 909

Ch. 3, FSSLA 05 4,157 2,248 -0- 6,405 -0- -0- -0- 6,405

Ch. 3, FSSLA 05 2,744 2,744 -0- -0- -0- -0-

Ch. 4. FSSLA 05 662 258 dQr 920 -0z 74 65 781

$ 13,268 $ 3.896 $ JL9.588 $ 26 .J22 $ 5.587 $ 10.936 s 605 $ 11.210

'Other state funds arc $850 and $540 o f Internal Service funds. $2,248 of Student Loan Corporation bonds, and $258 of C ipital Improvement Project funds

JDMVA, Division o f Homeland Security was appropriated these federal funds under Ch. 82. SLA 03 In April 2005. the grant funds were passed through to die 

ALMR project with a reimbursable services agreement.
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DEPARTMENT OF ADMINISTRATION

OFFICE OF THE COMMISSIONER
JUNEAU, ALASKA 99811-0200 
PHONE: (907) 465-2200
FAX: (907) 465-2135

P.O. BOX 110200

FRANK H. MURKOWSKI, GOVERNOR

Decem ber 22, 2005

Ms. Pat Davidson 
Legislative Auditor 
Division o f  Legislative Audit 
P.O. Box 113300 
Juneau, A K  99811-3300

r e c e i v e d

DEC 2 7 2005 
LEGISLATIVE AUDIT

Dear Ms. Davidson:

This letter is in response to your N ovem ber 4, 2005 confidential prelim inary  audit report on the 
Department o f  Military and Veterans Affairs and Department o f  Adm inistration, Alaska Land 
Mobile Radio Project, Septem ber 21, 2005.

In 1995 the Alaska Land M obile Radio Project (ALM R) began with creation o f  the ALM R 
Executive Council. The project office was located in Department o f  A dm in istra tion’s 
Information Technology Group, currently called Enterprise T echnology Services (ETS). The 
charter o f  the project was to provide interoperable and cost-effective land m obile radio service 
that is compliant with federal, state, and local regulations and responsive to federal agency needs 
in the State o f  Alaska.

When Governor M urkowski took office, problems with the ALM R project, which then existed in 
the Department o f  Administration (DO A) were identified. To deal with the problem s and due to 
other factors as outlined below, the Governor temporarily transferred the A L M R  project office to 
the Department o f  Military and V eteran 's  Affairs (DM VA). Transferring  the O ffice to DM VA 
helped foster the S tate’s relationship with the Department o f  Defense (D O D ), which shared 
financial responsibility for the project, and allowed DMVA to focus on A L M R  and DOA to 
focus on the S tate’s overall telecomm unications services, which at the time were suffering under 
the failing Telecom m unications Partnering Agreement (TPA) with A laska C om m unications 
Systems. Factors supporting the transfer include the following:

4  The DOA was in the midst o f  attempting to implement the TPA . T he TPA  was a contract 
with a third party to provide all o f  the S tate’s telecom m unications needs. T he  contractor 
was having difficulty m eeting the terms o f  the contract, and increasingly, resources 
within ETS were needed to try to mitigate the T P A ’s failure taking tim e aw ay  from the 
ALM R project.

4  Under the TPA, the State o f  Alaska Telecomm unications System (SA T S) infrastructure, 
on which the A LM R  equipm ent would be installed, was to receive S2.8 m illion in capital 
investment. The contractor failed to make the investment. In addition, one  o f  the 
bundled services under the contract included operation and m ain tenance  o f  the SATS 
system. The TPA called for each SATS site to be visited at least once annually  for 
inspection and m inor repair and maintenance. When DOA requested  the contractor 
provide detailed reports to sub antiate that ongoing m aintenance was being performed,
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the contractor failed to do so. As it turned out little i f  any  m aintenance was performed on 
any sites which resulted in delays o f  installation o f  A L M R  equipment.

4  The A L M R  project included construction o f  com m unications towers and the installation 
o f  radios to be used by the military. It was determined the transfer o f  the program office 
to D M V A  would help keep the focus within ETS on the overall telecomm unications 
needs o f  the state and the construction o f  these towers would be completed under the 
direction o f  the project office, and the expertise in that area within the DMVA.

± In partnership with the DOA, the Project Office has installed the A L M R  system on 60 o f  
the original 87 sites and the rem aining sites will be com pleted in the sum m er o f  2006. 
D O D  and the State have been working with a contractor to help facilitate a m ethodology 
for creating rates and recouping the operating costs o f  the A L M R  system. N ow  that 
A LM R  is becom ing  operational, the G overnor’s FY07 budget includes a plan to transfer 
the project office back to the DOA to incorporate the operation o f  A L M R  within the 
S tate’s enterprise telecommunications unit.

Although m any problem s were encountered when Governor M urkow ski took office, we have 
taken corrective action and are now on a path to successfully im plem ent the A LM R project. 
During FY05, the project picked up speed and through the coordinated effort between DOA and 
D M V A we have been able to accomplish:

+  Successful participation in one o f  three national Exercises o f  Significance for homeland 
defense. The project successfully demonstrated the new technology.

4* Com pleting the site build-out for 43 sites.

4  Developing a planned build-out for FY07 for the rem ain ing  sites along the road system 
from Kenai to Fairbanks.

4i Successfully testing the concept test for linking rem ote locations to A L M R  via satellite.

Incorporating the existing accounting structures within ETS to account for SATS 
expenditures by site.

ALM R System im provem ents were illustrated in a recent d iscussion w ith  D O T& FF where we 
learned previous com m unications on the Richardson H ighway included m any  dead spots. 
However, on Decem ber 15, a D O T& PF em ployee was able *o notify  staff, via an ALM R radio, 
o f  an avalanche and attested that with the new technology they h av e  not found any dead spots as 
far as mile 46, where historically com m unications were no better than sporadic.

Below I have specifically addressed your recom m endations.

Recommendation No. 1

The Alaska land mobile radio (A LM R ) project m anager should take steps to develop a more 
comprehensive, better supported cost es tim ate for the project,

DOA concurs with this recom m endation and has worked with the project m anager and fiscal 
s taff at the D M V A  to coordinate the build out o f  the A LM R  system . DOA is com mitted to 
continue to support the project m an ag er’s efforts in this area.
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As discussed on page 6 o f  your report, the State must upgrade the infrastructure on the 70 state 
sites on w hich  the  A L M R  system would reside. The funding to upgrade these sites has been 
appropriated to ETS. ETS maintains cost centers by site to account for this activity, however, 
historically expenditures have not been consistently recorded to specific sites. DOA recognizes 
the need to track these costs by site and has worked with the ETS program m anager to ensure 
these costs are charged accordingly.

By capturing these costs by  site, DOA will be able to provide the A L M R  Project M anager 
accurate upgrade and related operating costs which can be used to prepare comprehensive cost 
estimates as recom m ended.

R ecom m endation  No. 2

Department o f  M ilitary  and Veterans Affairs (D M V A ) project and adm inistrative support 
m anagers should  continue m aking improvements in the oversight o f  the A LM R  project.

DOA concurs with this recommendation and will continue to work to im prove the information 
available to the project m anager and fiscal s ta ff  to assist them with the oversight o f  the ALM R 
project. As m entioned above DOA has site specific cost collectors to capture financial data by 
site.

Recom m endation  No. 3

The director o f  D O A ’s Enterprise Technology Services should ensure that site records are 
current and complete.

The DOA concurs with this recommendation. As discussed in your report DOA reviewed the 
site files and num erous deficiencies were noted. Furthermore, with incorporation o f  ALM R into 
ETS operations, the rate structure must be able to distinguish services provided between two-way 
radio, A L M R  and o ther services provided over the SATS infrastructure.

As you m entioned in footnote 26, ETS contracted with Com puter Task Group, Inc. to capture the 
current SA TS systems and processes and offer strategic recom m endations for an approach to 
asset m anagem ent supporting SATS equipment, inventory, work requirem ents and 
documentation. W e are currently reviewing their report.

The FY06 capital appropriation included a com ponent to perform a SA TS Network Site Survey. 
As part o f  that survey, ETS will incorporate the results from the aforem entioned report and will 
be developing a process and database to ensure we can m ore effectively m anage the site data.
The p rocess will address who will ensure that the inventory listing is current and the m onitoring 
o f  equipment including projected equipment replacem ent and upgrade.

Recomm endation No. 4

The d irector o f  DO A's Enterprise Technology  Services should establish a tracking m ethod to 
ensure all costs associated with operations and m aintenance (O & M ) o f  the A LM R  system are 
identified and recorded appropriately.

The DO A  concurs with this recommendation. SATS m ust be structured to allow it to be  a 
sustainable service on a cost recovery basis. In order to accom plish  this, ETS must quantify the 
complete cost o f  SATS service delivery. This should include deferred m aintenance and periodic 
equipment replacement. Furthermore, ETS m ust establish a tracking m echanism  to identify

M s. Pat D a v id so n  3 D ecem b er 22 , 2005
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users and quantify  usage on the State's SATS system to include all services delivered over the 
SA TS infrastructure.

As discussed on  page 16 o f  your letter, the DO D  has engaged a consultant to develop som e user 
based cost estimates. Your report indicates that due to insufficient state O & M  cost data, the 
consultant has had to rely on O& M  costs from another state. Your report, however, fails to 
identify the b igger issue with the O& M  cost data. By all accounts the state has not adequately  
m aintained the SATS infrastructure. The funds have not been available to perform  the routine 
m aintenance for these sites. Historical costs m ay provide som e insight into future costs o f  an 
enhanced SATS system, however, utilizing historical costs o f  a dilapidated system to determ ine 
total cost o f  operation o f  an adequately maintained SATS system would provide an inaccurate 
basis for establishing rates.

The S tate’s federal cost negotiator has been engaged to assist ETS with incorporation o f  the 
A L M R  operation within the federally approved cost allocation plan for the division. W ith  his 
assistance, ETS will be evaluating the impacts o f  the new service and analyzing the results o f  the 
D O D  engagem ent to develop user based allocation o f  costs for recovery. T he  chargeback 
m ethodology  and operational structure o f  the SATS system must be structured in a m anner that 
will m eld  with the existing operation.

The DOA w elcom es your timely recom m endations regarding State o f  A laska’s 
Telecom m unications Network. Thank you again for the opportunity to com m ent on the findings 
and recom m endations presented in your report.

cc: Kevin Brooks, Deputy Com m issioner
Department o f  Administration

Michael Tibbies, Deputy C om m issioner 
D epartment o f  Administration

Eric Swanson, Director 
Division o f  Administrative Services 
Department o f  Administration

Stan Herrera, Director
Division o f  Enterprise Technology Services
D epartment o f  Administration

Sincerely,

acott J. Nordstrand 
C om m issioner

- 4 2 -



®F M i t t
D E P A R T M E N T  O F  M IL IT A R Y  A N D  V E T E R A N S  A F F A IR S

O F F IC E  OF TH E COMM ISSIONER

FRANK H. MURKOWSKI, GOVERNOR  

P. O. B O X  5600

AN C H O R AG E, A LA S K A  99505-0800  

PHONE: (907 )428-6003  

FAX: (907) 428-6019

RECEIVED
Pat Davidson 
Legislative Auditor,
Division o f Legislative Audit 
P.O. Box 113300 
Juneau. AK 99811-3300

S t’ 'ect: DMVA Response to the AI.MR Audit (Ref: Legislative Budget and Audit. Preliminary Audit Report, dated 
Se, ember 21, 2005)

The Alaska Land Mobile Radio project is not a recent idea it has roots from the early days ol'the previous administiation. 
Die project originated as a Federal Government initiative in 1995 and was broadened to include the State o f  Alaska in 
1997. Technology selection, adoption o f the n'fionwide P.25 standard and further program broadening to include local 
governments continued through 1999 when tl first intergovernmental cooperative agreement was signed. Motorola was 
the only respondent to the two invitations to bid and was selected as the infrastructure provider, The implementation 
phase then began with a successful proof o f concept phase. As the project progressed several local and national disasters 
such as the Millers Reach fire reinforced the need to have a fully interoperable first responder and command and control 
radio network. Since the audit was concluded Hurricane Katrina reinforced this point on a national scale. The audit 
report accurately points out that despite its early successes the Stale portion of the ALMR program historically suffered 
from continuing management and funding challenges throughout the previous administration.

When Governor Murkowski was elected in 2002 and ushered in a new administration, he recognized both the potential 
value o f the ALMR system and the lack o f effective State management. He initiated a period o f review and analysis to 
determine how to correct the shortfalls and deficiencies. At the culmination o f that review the Governor determined that 
the project would be better served by moving the responsibility for system build-out from the Department of 
Administration (DOA) to the Department o f M l. ary and Veterans Affairs (DMVA). The DMVA agreed to provide 
dedicated full-time project management and aggressive administrative support and oversight. Once the build-out phase is 
completed the entire program will be transferred back to the Department o f Administration for continuing operations and 
maintenance (July 1,2006).

The Department o f Military and Veterans Affairs has carefully and thoroughly reviewed the subject audit performed by 
the Legislative Budget and Audit office. The subject audit, in general, is an accurate, fact-based analysis o f the past and 
current state o f the ALMR program. After careful reading it is readily apparent that the audit team diligently and 
thoroughly researched the program, Several o f  the findings show keen insight into vital corrective actions required for 
the future success o f the program in the accounting, execution, management, and outreach areas. The summary o f  
specific findings from the audit team included:

The historical accounting procedures followed by DOA does not provide sufficient generally accepted 
accounting principle safeguards. These procedures do not track expenses with sufficient granularity to provide

December 21, 2005 DEC 2 8 2005
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object reporting on program costs. Similarly these procedures do not provide sufficient data to make accurate 
projections of future system costs.

Site information, land use permits, frequency information and other critical relevant documents for each site are 
not correctly maintained. Site information is not maintained in a single location.

■k The current change control process does not provide adequate project scope change controls or safeguards to 
insure that the Executive committee retains full control over the program.

Historically this vital area has not received sufficient attention.

Since restructuring duties associated with ALMR, DMVA ar'l DOA have worked diligently to correct project 
deficiencies and management practices to provide aggressive executive support. In March of 2005 in an effort to 
revitalize this effort DMVA hired a new Project Manager with extensive experience in successfully completing 
technology projects. The DMVA and DOA team has accomplished the following specific achievements:

Generally accepted accounting principles for the government have been implemented and reinforced for the 
project.

Past accounting records for the program have been organized and the current expenditures are now tracked 
properly.

•i- The grant accounting and reporting processes have been restructured to the best practices.

4> All members of the DMVA project team have completed procurement orientation training and the team has 
developed a close working relationship with DMVA’s Administrative Services procurement team.

During the calendar year the ALMR program has completed 43 sites covering the bulk of the road system 
between Fairbanks. Anchorage, and Valdez,

The program laid the groundwork to reaching beneficial use for the road system from Fairbanks to the Kenai by 
the end of 2006.

•4- ALMR completed an extraordinarily successful proof of concept test for linking ALMR to remote locations via 
satellite.

ALMR completed and tested the first of its kind transportable ALMR site.

4- The system completed a very successful technology concept demonstration during the Alaska Shield/Northern 
Edge 05 exercise. This was one of three Exercises ofNational Significance fo r  Homeland Defense conducted 
within the United State for the year Each of these exercises had a technology demonstration project -  ALMR 
was that demonstration project for the Alaska Shield exercise.

4  Obtained Federal grant funding at twice the historical levels with matching funds provided by the State.

Specific responses to the legislative audit recommendations arc as follows:

-44-
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Recommendation 1: The ALMR Project Manager will take steps to develop a comprehensive, better supported 
cost estimate for this project.

Though DMVA concurs heartily with this action, it is not currently within the authority of the ALMR Project Manager to 
accomplish the task. The Department of Administration has historically controlled all funds for this project and 
continues to do so. The historical cost information has recently been made available to enable the breakdown required for 
forecasting the costs for the remainder of the implementation program. This audit supports the challenges in this area 
with the statements: (1) “DOA did not specifically identify and allocate expenditures on a site-by-site basis”; (2) “There 
is insufficient data tc estimate annual operation costs of the project”. Starting in July 2005 the grant and SOA Capital 
Improvement Project (CIP) funds for ALMR will be diverted to DMVA for execution and tracking. As soon as sufficient 
data is compiled the DMVA Project team will complete the requisite analysis to forecast future capital based costs. The 
August 2004 memomdum of agreement between DOA & DMVA (Attachement A) states in part that “DOA will 
document and forward to DMVA on a monthly basis the costs associated with their involvement of maintaining the 
ALMR Project”, and that DOA will further “document and have on file the cost associated with the maintenance and 
operations of SATS, 2-way radio and Paging." This data is essential in determining the total operations and maintenance 
cost. An interim projection for site construction and operations costs will be made as soon as the Critical Design Review 
(C'DR) for 2006 activity is completed in January 2006. One of the deliverables from that review is an accurate cost 
projection for all sites scheduled to be built during the 2006 construction season. The ALMR team has developed 4 
categories with cost estimates for each. These numbers can, and will, provide a basis for building cost estimates for the 
remainder of the project. As an interim measure the DMVA project office provided a copy of a spreadsheet that, when 
populated, will provide accurate capital expense records by site. The data will be further broken out to show SATS, 
ALMR. and site preparation costs for each site. A copy of that document is at (Attachment B).

Recommendation 2: DMVA project and administrative support managers s\ill continue making improvements in 
the oversight o f the ALMR project.

DMVA concurs with this recommendation, with the following responses to the itemized observations in the report:

A) Improve Record Keeping:

Concur. Though DMVA concurs with .his action, it is not currently within the authority of the ALMR Project Manager to 
accomplish the task. The Department of Administration historically controlled all funds for this project and continues to 
do so. These numbers can, and will, provide a basis for construction cost estimates for the remainder of the project. As 
an interim measure the DMVA project office provided a copy of a spreadsheet that, when populated, would provide 
accurate expense records by site.
When it is completed that data will be used to refine the estimates for future site construction. The data will be further
broken out to show SATS, ALMR, and site preparation costs for each site. (Attachment B)

The project team is now retaining both project and site specific information as part of its current daily routine. As an 
example, at the end of the project a comprehensive site book will have been created for each site. This book will contain 
all information on the site including site ownership, lease agreements, frequency licenses, technical specifications, and as 
built documentation. Copies of these books will be retained by DoD, DOA, and at each site. The project team is using 
Microsoft Project Server 2003 as a repository of all information related to the project, including schedules, adjustments 
to schedules, documentation, and lessons learned. This information will be archived at the end of the project as both a
“lessons learned” library and a technical reference for similar projects in the future.
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Concur. This fundamental problem has plagued this project since its inception more than ten years ago. At the time that 
this audit was conducted the responsibility for execution of the ALMR project had been passed to DMVA, but the 
financial record keeping and spending authorities remained with DOA. This arrangement makes both accurate, detailed 
accounting records and DMVA control of the project extremely difficult. In every effective management structure the 
project manager’s control over the effort is always based on that individual’s control of the finances. That essential 
element for success is still missing in the ALMR project. In an effort to minimize this disruption, the DMVA project 
office has developed a system of site-based cost tracking codes within the State accounting system and shared that 
schema with DOA. An additional measure that DMVA project office also provided a copy of a spreadsheet that, when 
populated, would provide accurate expense recoids by site (Attachment B). Using this tool the data for each site would 
then be further broken out to show SATS equipment costs, ALMR equipment costs, and site preparation costs for each 
site.

C) Improve outreach and recruitm ent of local government (communities) users:

Concur. Through the decade of this project’s history, prior to the current DMVA project managers’ arrival, outreach was 
an ad hoc, poorly addressed issue. Great strides have been made in this area since the addition of a deputy project officer 
specifically assigned this responsibility. The inability to give agencies participation cost projections, as pointed out in 
the audit, remains the principal impediment to progress in this area. Despite this challenge the new deputy has brought 
several new participants into the system in the last four month', including IRS criminal enforcement, NOAA, and 
Alyeska Pipeline security Service as the latest groups to make a commitment. Tho project team will continue to make 
progress in this area, particularly in the area of understanding concerns of prospective participants within the State of 
Alaska’s Government group.

In an effort to accelerate the adoption of a cost sharing methodology that will answer the agency cost question the DMVA 
project team developed and presented a "strawman” methodology for apportioning costs. This proposal uses the current 
DoD maintenance contract with Motorola as an estimate for the costs for ALMR operations and maintenance. The 
Motorola/DoD contract numbers were used because they are the best available at this time. This proposal was accepted 
by the Executive Council as a starting point and they have directed a final version be coordinated and brought forward for 
their approval by the end of February, 2006. The DMVA project office is engaged in that coordination process at this 
time and a copy of the strawman proposal is also attached for your consideration.

D) Changes to the project scope must be reviewed and approved by the ALM R Executive 
Council:

Concur. This project has never had a scope control philosophy, or a documented process for making changes. As a result 
the previous ALMR project manager lectcd to add four sites to the program without approval of the Executive Council. 
Since these additional sites consumed the majority of the available funds for the calendar year 2004, the project became 
woefully under funded for the remainder of that period and into 2005. A clearly written, well understood, and faithfully 
followed change control process will avoid that type of action.

B) Make better use of the state accounting system to track costs:
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The DMVA project team has presented a scope change control document to the Executive Council and it was approved 
as written. This document clearly delineates what constitutes a scope change. It also explicitly states that any scope 
change, including building any site in a year or location other than originally planned must be approved by the Executive 
Council. Finally, the scope change document describes the process for submitting scope control level changes to the 
Executive Council for approval. This process has been successfully tested with five site construction items that rose to 
the level of scope changes and the process worked well. A copy of the scope control document is attached for your 
consideration.

Recommendation Three: The Director of DOA’s Enterprise Technology Services should ensure that site records 
are current and complete.

DMVA concurs with this recommendation and will assist in any way possible.

Recommendation Four: The Director of DOA’s Enterprise Technology Services should establish a tracking 
method to ensure all costs associated with operations and maintenance of the ALMR system are identified and 
recorded appropriately.

DMVA concurs with this recommendation and will assist in any way possible.

Sincerely,

CC: Mike Nizich, Deputy Chief of Staff 
Scott Nordstrand, Commissioner, DOA 
Roger Schnell, Deputy Commissioner, DMVA 
John Cramer. DMVA Dir Admin. Services 
Mike Callahan, Project Manager, DMVA
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• M emorandum of Agreement
between the 

Department of Administration and 
Department of Military and Veterans Affairs 

Delegation of Responsibility for ALMR Project Management
August 2004

This Memorandum of Agreement (MOA) servos to establish an agreement regarding the 
delegation and terms of service, duties, roles and responsibilities of the parties hereto, according 
to which the D epartm ent of Administration (hereafter referred to as “DOA”), by and through 
its Commissioner, agrees to delegate DOA’s responsibilities and duties as to the management of 
the Alaska Land Mobile Radio Project (hereafter referred to a  “ALMR"), to the Department of 
M ilitary f t  V eterans Affairs (hereafter referred to as “DMVA”).

L  Background:
The Office of the Governor recently announced a decision to initially transfer the management of 
ALMR, to DMVA from DOA. In addition, the Governor has identified the ALMR project as a 
priority for the State of Alaska and DMVA. The end result of the delegation under this MOA 
will be that DMVA will take over responsibility for the day-to-day management of the ALMR 

. project It is understood that there is integration required between ALMR and die SATS
microwave syBtem and the 2-way radio maintenance shop that will require communications with 
the ALMR Project Manager.

2. Agreement on Roles and Responsibilities:
The following identifies the responsibilities of each party under this MOA:
DOA:

>  Will continue to operate and maintain the State of Alaska Telecommunications System 
(SATS), 2-way radio and paging systems.

>  Will transfer management and operation of any and all assets directly related to ALMR to 
DM VA

>  Will document and forward to DMVA on a monthly basis the costs associated with their 
involvement o f maintaining the ALMR project

>  Will document and have on file the costs associated with the maintenance and operations of 
SATS, 2-way radio, and Paging.

>  Will transfer the following positions to DMVA:
•  ALMR Project Manager, PCN 02-T072
•  ALMR Project Coordinator, PCN 02-133X
•  Communications Engineer EL, PCN 02-3029

> Will provide direct support on a charge-back basis to ALMR.
>  Wifi coordinate ALMR related work process throagh DSD requests.
>  Will continue to provide space at 5900 B. Tudor for all ALMR staff, equipment records,

electronic work stations, and test bays ou a charge-back basis.
> Will allow the ALMR Project Manager to continue to be the Agency Project Manager for 

the ALMR Project Contract currently under Contract Number WG IT CA99-197-A
> Will transfer custody of all records, (paper f t  electronic formats) related specifically to 

ALMR to the ALMR Project Manager.
>  SATS and 2-way radio records will be maintained at 5900 E.Tudor Road and the ALMR

Project Manager can coordinate access to these records through the ETS Telecom Deputy 
Director.

Page 1 o f 3
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M emorandum  of Agreement 
between the 

D epartm ent of Administration and 
D epartm ent of Military and Veterans Affairs 

Delegation of Responsibility for ALMR Project M anagement
August 2004

> Will establish demarcation of the ALMR equipment in SATS sites for the purposes of 
technical support going forward, to insure proper billing is established for ALMR and 
SATS.

>  T/iD continue to be the authority for the telecommunications services for SATS, 2-way 
radio, and Paging.

>  W in  allow 24 hour access to the 5900 B. Tudor Road facility for authorized ALMR 
prsonneL

>  Will advise the ALMR Project Manager of scheduled maintenance trips to SATS sites (via 
helicopter) to allow potential sharing o f costs.

>  The Commissioner of DOA shall provide, aa necessary, additional delegations o f authority 
to DMVA for the ALMR project.

DMVA:
> Will assume responsibility for the ALMR Project
> Will utilize the USD process for requesting work on ALMR related issues.
>  Will pay BTS for the ALMR footprint in the 5900 E. Tudor facility.
>  Will be responsible for die management of maintenance and operations for ALMR.
>  Will become die responsible agency to approve all expend!tu' s for ALMR.
>  Will oversee any project scope changes for the ALMR project.
>  The ALMR Project Manager will advise ETS SATS staff of any scheduled helicopter trip* 

to SATS sites that are ALMR related to potentially share costs.
>  The ALMR Project Manager will coordinate maintenance trips to co-Iocatcd SATS site* 

with ETS.

3. Amendment or Modification of MOA; Termination:
The MOA •'rill be reviewed by June 30,2005  or at the request of cither party. The terms of the 
MOA may be amended or modified upon written agreement of the parties. With the concurrence 
of the Governor this MOA may be terminated upon written agreement of the parties.

4. Funding:
> Within 15 days of signing this MOA, DMVA will assume responsibility for expenditure* 

and revenues related to ALMR. DOA will change the appropriation controla on AKSAS to 
transfer control of the ALMR appropriations to DMVA. Additionally, two RSAs will be 
created to provide support by DMVA ALMR staff to ETS and ETS staff to DMVA 
ALMR.

> For cost accounting purposes, all ALMR FYQ5 financial activity will be reported under 
DMVA financial structures.

>  All ALMR, Sa TS, 2-way radio, and Paging assets vrill be segregated, but will remain 
within, the Information Services Fund.

Page 2 of 3
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M emorandum  of Agreement 
between the 

Departm ent of Administration and 
Departm ent of M ilitary and Veterans Affairs 

Delegation of Responsibility for ALMR Project M anagem ent
Angus! 2004

5. Effective Date o f Agreement:
This MOA is effective immediately upon signing.

Ray Matifihowski 
CommisaWner
Department of Administration

jS /is J c iL
Date /  /

Craig Campbell 
General/Commissioner 
ent of Military Sc Veterans Affairs
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M?*anuska-Susitna Borough 
35 E Dahlia Avenue 
Palmer, AK 99645 
(907)745-4801

Municipality o f Anchorage 
632 W 6m Avenue 
Anchorage, AK 99501 
(907)343-7100

Kenai Peninsula Bo rc igh 
144 N Binkley 
Soldotna, AK 99669 
(907)714-2335

T r i-B o ro u g h  C o m m is s io n

March 1. 2006

The Honorable Trunk Minkowski
Governor
P.O Box 110001
Juneau, AK 99811

Dear Governor Murkouaki:

We, the mayors ol Matanuska-Susitna Borough, the Municipality of Anchorage and the 
Kenai Peninsula Borough, write to urge the Slate of Alaska to make available the Alaska 
Land Mobile Radio System (ALMR) to emergency first icspondcrs and local 
governments without user fees

ALMR was conceived more than 10 years ago by the State and the Department ol 
Defense (DOD) to otter mobile radio coverage along the road systems of Alaska Both 
agencies had radio systems that vveie old, did not offer adequate coverage and required 
replacement due to federal regulatory mandate. As the result of 10 years of ALMR 
project partnership between the State and DOD, Alaska will soon benefit from an 
interoperable radio system that provides seamless communication for Alaska’s largest 
communities including Juneau, Anchoiage, Fairbanks, Homer. Valdez and their 
connecting highways

The technology ot ALMR permits multiple agencies to operate independently and 
transparently of each other on a daily basis The technology also enables departments 
and individuals to communicate across those agency barriers during times ot disaster 
With rnoie than 60 radio towers completed, the system is will soon become operational 
for state and federal users
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As the ALRM project evolved, the State and the DOD generously included local 
emergency response agencies in the planning process This foresight will allow for true 
interoperability should a statewide, regional ot community disaster occur Many local 
police, fire and EMS agencies see the value ol the system and are eager to use ALMR 
In many cases, local departments have invested Homeland Security giant funds into 
ALRM compatible radios and communications equipment in anticipation of joining the 
system

However, the State is now considering the implementation of an ALMR fee that will 
requite local responders to contribute to the maintenance of the ALMR system. Local 
lirst responders, many of whom operate as volunteers, believe this fee is unjustified in 
that locals will represent only a small fraction of the useis on the system and because 
maintenance costs for the State remain constant regardless the number of users

Local police, fire and EMS agencies are anxious to make se of this system I hey 
recognize that enhanced radio coverage and the ability to communicate with partner 
agencies will lead to gieater safety for the public and for Alaskan first responders 
However, until these organizations have assurance of the long-term financial implications 
ot adoption ot ALMR, they are unable to transition to the system

The benefits to all citizens of Alaska of having out governments and first responders able 
to communicate across geographic and agency borders - to “interoperate” - ate well 
understood The 9/11 attacks and the Louisiana disaster of 2005 have shown how lives 
and property can be lost when those working to help can't communicate ALMR has the 
potential to offer an unprecedented level of interoperability in cities, boroughs and along 
the highways of our state Safety and efficiency of various State government users will 
be enhanced by communications with munieipal/botough toad maintenance and 
emergency first responders

The State of Alaska, the DOD and other federal agencies must use and maintain this 
system Any fees from cities, boioughs and volunteer lire and rescue organizations 
would make up a tiny portion ol the maintenance costs The marginal cost to the State to 
grant oui request is zero Maintenance costs will not be icduccd if this system is not 
adopted by local governments
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For these reasons, we encourage you to plan and budget Alaska’s portion ot the 
continuing maintenance of ALMR infrastructure without reliance on contributions from 
local first responders

Sincerely,

MUNICIPALITY OF ANCHORAGE

Mayor

KENAI PENINSULA BOROUGH
By:

U d M -
/^dblin J Williams 

I / Mayor /
/

M / ANUSKA-SUSITNA BOROUGH 
By:

'STTimothy Anderson 
Mayor

cc: M em bers o f  the Alaska Slate Legislature



A L A S K A  S T A T E  L E G I S L A T U R E

SENATOR GRETCHEN GUESS

Memorandum
Date: February 16, 2006

To: Senator Therriault
Chair, Senate State Affairs Committee

From: Senator Gretchen Guess

Re: Hearing Request for SCR 22.

Please consider this memorandum a formal request for a hearing o f  Senate Concurrent 
Resolution 22, “Relating to the Joint Legislative Oversight Committee for the Alaska Land 
Mobile Radio Project." This resolution creates a joint legislative oversight committee to review 
the management o f  and expenditures for the Alaska Land Mobile Radio Project.

If you have any questions regarding SCR 22, please feel f  ee to contact me or my aide, Wayne 
Lcighty, at x2435.

Thank you very much for your consideration.

January-May: State Capitol • Juneau, AK 99801-1182 • (907) 465-2435 • l ax (907) 465-6615 
June-Decembcr: 716 W. 4th Avenue • Anchorage, AK 99501* (907) 269-0120* Fax (907) 269-0122 
Entail: Senator Gretchen Gucss@lcgis.statc.ak.us Website: www.GretchenGuess.com

mailto:Gucss@lcgis.statc.ak.us
http://www.GretchenGuess.com


A L A S K A  S T A T E  L E G I S L A T U R E

SENATOR GRETCHEN GUESS

S p o n s o r  S t a t e m e n t

Senate Concurrent Resolution 22:

"Relating to the Joint Legislative Oversight Committee fo r  the Alaska Land Mobile Radio
Project. "

Senate Concurrent Resolution 22 (SCR 22) creates a joint legislative oversight committee to 
review the management o f and expenditures for the Alaska Land Mobile Radio project (ALMR). 
This oversight is necessary in light of the conclusions o f  a recent Legislative Budget and Audit 
report on the ALMR.

The Alaska Land Mobile Radio project is designed to establish a two-way radio system foi 
responding to emergency situations throughout the state. It is a joint project of the federal 
government, the state government, and local governments. The state's legislative audit division 
performance audit o f  the state's implementation o f  the ALMR, completed in October, 2005, 
found the following.

"The state has not effectively or consistently managed the ALMR project. The state’s 
U'lwOordinated and inconsistent managemement o f  the project has contributed to the 
following deficiencies:

• Estimates o f  project costs appear unsupported and based on funding.
• Loan proceeds were inappropriately used to finance purchases made by DOA.
• Some costs and contracts were not consistent with funding conditions or the 

procurement code.
• Operating site information is incomplete.
• DOA did not specifically identify and allocate expenditures on a site-bv-site basis.
• There are insufficient data to estimate annual operating costs o f the project.
• There has been inadequate outreach and recruit o f  potential ALMR users.
• The scope o f  the project was changed without approval from the ALMR Executive 

Council.”

Consequently, a joint legislative oversight committee for the next year would be a wise 
investment to help bring the important ALMR project back on track. The oversight committee 
would be tasked with reviewing the management o f  and expenditures for the ALMR project, and 
would submit a report o f its findings to the legislature before disbanding on March 15, 2007.
The oversight committee would be composed o f  six members as follows: (1) two members of 
the Senate majority; (2) two members of the House majority; (3) one member o f the Senate 
minority; and (4) one member o f  the 1 louse minority.

Thank you  for your consideration .





F I S C A L  N O T E

2 0 0 5  L E G I S L A T I V E  S E S S I O N  B i l l  V e r s i o n  S J R 8

( )  P u b l i s h  D a t e  ____________

STATE OF ALASKA Fiscal Note Number: ____

R e v i s i o n  D a t e / T i m e  ( N o t e  i f  c o r r e c t i o n ) : _____________________________________________ D e p t  A f f e c t e d ________________________ O O G

T i t l e  C o n s t .  A m e n d  r e l a t i n g  t o  a n d  l i m i t i n g ______________________________ R D U  E l e c t i o n s _____________________

a p p r o p r i a t i o n s  f r o m  an d  i n f l a t i o n - p r o o f i n g  t h e  A K  P e r m  F u n d __________________ C o m p o n e n t  E l e c t i o n s ______________________

S p o n s o r  R u l e s  a t  R e q u e s t  o f  L B & A ________________________________________________  ________________________________________

R e q u e s t e r  S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e ______________________________________C o m p o n e n t  N o   2 1 ^

Expenditures/Revenues_______________________________ (Thousands of Dollars)_______
N o t e :  A m o u n t s  d o  n o t  i n c l u d e  i n f l a t i o n  u n l e s s  o t h e r w i s e  n o t e d  b e l o w

O P E R A T IN G  E X P E N D IT U R E S FY 2 0 0 6 FY 2 00 7 FY 2 00 8 FY 2 0 0 9 FY 2 0 1 0 FY 2011
P e r s o n a l  S e r v i c e s  

T r a v e l  

C o n t r a c t u a l  

S u p p l i e s  

E q u i p m e n t  

L a n d  &  S t r u c t u r e s  

G r a n t s  &  C l a i m s  

M i s c e l l a n e o u s

1 . 5

TO TA L O P E R A T IN G 0.0 1 .5 0.0 0 .0 0 .0 0 .0

C A PIT A L  E X P E N D IT U R E S

C H A N G E IN R E V E N U E S  ( )

FU N D  S O U R C E _____________________________________________________________________________________________________ ( T h o u s a n d s  o f  D o l l a r s )

1 0 0 2  F e d e r a l  R e c e i p t s

1 0 0 3  G F  M a t c h

1 0 0 4  G F

1 0 0 5  G F / P r o g r a m  R e c e i p t s  

1 0 3 7  G F / M e n t a l  H e a l t h

O t h e r  ( S p e c i f y  T y p e - D o  n o t  a b b r e v  a t e )

1 5

TO TA L 0 . 0 1.5 0 . 0 0 . 0 0 . 0 0 . 0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 00 5) c o s t :
M ark th i s  b o x  (X) if f u n d in g  fo r  th i s  bill is  in c lu d e d  in th e  G o v e r n o r 's  FY 2 0 0 6  b u d g e t  p r o p o s a l :  

P O SIT IO N S
F u l l - t i m e

P a r t - t i m e

T e m p o r a r y

A N A LY SIS: (A ttach a separate pa ce  if  necessary)

If this amendment appears on the 2006 ballot, the cost of providing information about this issue in the 
Official Election Pamphlet, as required by AS 15 58 is $1 5. Should the addition of this question require 
printing an 8 1/2 by 18 inch ballot the cost will increase to $22 0

P r e p a r e d  b y  L a u r i  A l l r e d .  A d m i n  A s s i s t a n t  S u p e r v i s o r _______________________________________________ P h o n e  4 6 5 - 4 6 1 1

D i v i s i o n  D i v i s i o n  o f  E l e c t i o n s  D a t e / T i m e  3 / 1 1 / 0 5  3  5 4  P M

Approved by Laura A Glaiser, Director__________________________ Date 3/11/2005
Agency Office of the Lt Governor. Division of Elections_

iRovised 9/73/2004 OWB) Page 1 of 1



F I S C A L  N O T E

FTATE OF ALASKA Fiscal Note Number: ____
2005 LEGISLATIVE SESSION Bill Version: SJR 8

() Publish Date: ____

Revision Date/Time (Note if correction):__________________ Dept. Affected;__________Revenue________
T i t l e  C o n s t ,  A m :  P e r m a n e n t  F u n d  P . O . M . V __________________________ R D U  A K  P e r m a n e n t  F u n d  C o r p o r a t i o n

___________________________________________________________________________________________________________________________________ C o m p o n e n t  A K  P e r m a n e n t  F u n d  C o r p o r a t i o n

S p o n s o r  R u l e s  b y  R e q u e s t  o f  L B A  C o m m i t t e e ____________________________ _________________________________________________________________

R e q u e s t e r  S e n a t e  S t a t e  A f f a i r s ____________________________________________________________ C o m p o n e n t  N o .  1 0 9

Expenditures/Revenues_______________________________ (Thousands of Dollars)
N o t e :  A m o u n t s  d o  n o t  i n c l u d e  i n f l a t i o n  u n l e s s  o t h e r w i s e  n o t e d  b e l o w .

O P E R A T IN G  E X P E N D IT U R E S FY 2 0 0 6 FY 2 0 0 7 FY 2 00 8 FY 2 0 0 9 FY 2 0 1 0 FY 2011
P e r s o n a l  S e r v i c e s

T r a v e l

C o n t r a c t u a l

S u p p l i e s

E q u i p m e n t

L a n d  &  _  . u c t u r e s

G r a n t s  &  C l a i m s

M i s c e l l a n e o u s

T O TA L O P E R A T IN G 0.0 0 .0 0 .0 0 .0 0 .0 0 .0

IC A PIT A L  E X P E N D IT U R E ?  

IC H A N G E  IN R E V E N U E S  ~

FU N D  S O U R C E ______________________________________________________________________________________________________( T h o u s a n d s  o f  D o l l a r s )

1 0 0 2  F e d e r a l  R e c e i p t s

1 0 0 3  G F  M a t c h

1 0 0 4  G F

1 0 0 5  G F / P r o g r a m  R e c e i p t s  

1 0 3 7  G F / M e n t a l  H e a l t h

O t h e r  ( S p e c i f y  F y p e - - D o  n o t  a b b r e v i a t e )

T O TA L 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0 0 . 0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (FY 2005) c o s t :  0 0

M ark  t h i s  b o x  (X) if f u n d in g  fo r  t h i s  bill is  in c lu d e d  in th e  G o v e r n o r 's  FY 2 0 0 6  b u d g e t  p r o p o s a l :  

P O S IT IO N S
F u l l - t i m e

P a r t - t i m e

T e m p o r a r y

A N A L Y SIS: (Attach a separate page if necessary)

SJR 8 would ask voters in the next general election whether to approve a constitutional amendment that 
would limit annual appropriations to no more than 5% of the average year-end market value of the Fund for 
the preceding five years.

SJR 8 would not affect the budgeted costs to manage and invest the Permanent Fund, nor would it change 
the amount of income earned by Permanent Fund investments.

See the attached schedule for financial projections of the Fund comparing the "Status Quo" to a 5% POMV 
spending limit.

P r e p a r e d  b y :  M i c h a e l  B u r n s ,  E x e c u t i v e  D i r e c l o r / C E O ___________________________________________________  F n o n e  9 0 7 - 4 6 5 - 2 0 4 7

D i v i s i o n  A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n ________________________________________________________  D a t e / T i m e  0 3 / 1 1 / 0 5

Approved by: ____________________________________________  Date 3/11/2005
Agency ____________________________________________

(RoviMid 9/25/2004 OMB) Page 1 of 2



Financial projection comparison of the A laska Permanent Fund (median case) 
under status quo versus POMV spending limit beginning in FY05. Under each 
scenario only the dividend (under current statutory calculation) is paid out.
All $ values in millions except the per person dividend

Alaska Permanent Fund Corporation

Current Statutes
FY05 FY06 FY07 FY08 FY09 FY10 FY11 FY12 FY13 FY14 FY15 F Y 0 5 -F Y 1 5

T o ta ls

C o n tr ib u tio n s  & a p p ro p r ia t io n s  (a fte r  p a y o u ts )  
U n rea lize d  g a in s  ( lo s s e s )  o n  in v e s te d  a s s e t s  

R e a liz e d  e a r n in g s  a c c o u n t  (a f te r  p a y o u ts )  
T ota l m a rk e t v a lu e  e n d  o f  y e a r  (after p a y o u ts )

24 ,65 4
2 ,5 48
2 ,1 1 3

2 9 .31 6

2 5 ,680
2 ,7 17
2 ,7 72

31.169

26 ,69 0
2 ,895
3 ,337

32.923

27 ,6 5 8
3.084
3 ,7 99

34.541

28 ,640
3,282
4 ,258

36.180

29 ,647
3 ,489
4 ,8 06

37.942

30 ,684
3 ,707
5 ,387

39 .77 7

3 1 ,74 2
3,934
6 ,006

4 1 .682

32,821
4 .173
6 ,664

4 3 .659

33,921
4 ,4 23
7,366

45 .710

35,040
4 ,6 85
8,111

4 7 .83 6 4 7 .83 6

T ota l lu m p  s u m  d iv id e n d  a p p ro p r ia t io n  
P e r  p e r s o n  d iv id e n d  u n d e r  c u r r e n t  s ta tu te

607
$950

691
$ 1 ,080

8 86
$ 1 ,380

1,082
$1,680

1,170
$ 1 ,800

1,168
$1 ,780

1,229
$ 1 ,86 0

1,290
$ 1 ,930

1,352
$2 ,000

1,417
$2,070

1,484
$ 2 ,150

12.378
$ 18 ,680

T ransfer s ta tu s  quo  inflation proofing 
(realized ea rn in gs to  Principal) 624 650 676 700 725 751 777 804 831 859 887 8 ,2 83

POM V s p e n d in g  lim it in fo rm a tio n
POM V 5%  s p e n d in g  lim it 

l e s s  A FPC  m a n a g e m e n t  c o s t s  
Net 5% POMV lim it a v a ila b le  fo r  a p p ro p r ia t io n

1,309
48

1,261

1,332
50

1,282

1.384
51

1,333

1,464
53

1,411

1,551
55

1,497

1,620
56

1,564

1,682
58

1,624

1,743
60

1,684

1,805
61

1,744

1,867
63

1,804

1,930
65

1,865

17,689
6 2 0

17,068

Total lu m p  s u m  d iv id e n d  p a y o u t  (c u r re n t fo rm u la ) 

% o f d iv id e n d  to  th e  POMV p a y o u t limit

607

46%

691

52%

886

64%

1,082

74%

1,170

75%

1,168

72%

1,229

73%

1,290

74%

1,352

75%

1,417

76%

1,484

77%

12,378

69%

P e r  p e r s o n  d iv id e n d  u n d e r  c u r r e n t  s ta tu te $950 $1,080 $1,380 $1 ,680 $1,800 $1 ,780 $1,860 $1 ,930 $2,000 $2,070 $2,150 $ 18 ,680

A s s u m p tio n s :
1 POMV assum es a 5% payout limit, which is first used to fund APF administrative costs; and then only the dividrnd (current statutory calculation) Is paid out
2 Additional POMV monies above the dividend to the 57. limit is not spent, but loft In the Fund to earn additional income,
3 POMV payout assum es calculation methodology is 57. of the ending market value (pre payout) for the first five of the last six fiscal years.
4 Callan Associates 2004 Capital Market Assumptions, APFC 2004 asset allocation. Fall 2004 revenue forecast and APF financial statements through 6/30/04. All 
payouts are assumed to happen at fiscal year end, all dollar values in millions except the per person dividend.
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A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n  

“ The need for change”

1969: The boom begins ■■■■

Sep tember 1969— Alaska receives $900 million from the 
Prudhoe Bay oil lease sale.

The Operating Budget fo r th a t fiscal year (FY70) was 
$173 million.

Using the in fo rma tion and tes t im ony ga thered during meetings held across the 
state, the Legis lature decided to invest in Alaska, th rough capital pro jec ts and 
state programs.

By 1975 people were asking, "W ha t happened to the $900 m ill ion?" The 
implication was tha t the money had been wasted, and Alaskan's began to accept 
the idea o f saving fo r the fu tu re .

« - | I - • , y . - H fly • I A f  1/jfK ’• "f* I J34|̂ GU~ _ '■ » ■ I . |  $ . •

1974: Start of pipeline construction
With the promise of more oil money on the horizon, Alaska's 
leaders b rough t a plan before the people o f Alaska to save a 
portion of the Sta te 's oil wealth .

" J u s t  a s  a  w i s e  a n d  p r u d e n t  f a m i l y  s e t s  a s i d e  m o n e y  in  a  

s a v i n g s  a c c o u n t  f o r  t h e  f u t u r e ,  s o  s h o u l d  A l a s k a ' s  s t a t e  

g o v e r n m e n t  s e t  a s i d e  a  r a i n y  d a y  f u n d  t o  b e n e f i t  t h i s  a n d  

f u t u r e  g e n e r a t i o n s  o f  A l a s k a n s . "
1976 Voter's Guide

Statement in favor of the proposed constitutional amendment

1976— 1980: What should we do with the Fund?

o r
I n v e s t m e n t  

F u n d

Alaska!Permanent Kund Growth and Stability



to benefit ail generations...”

A S  3 7 . 1 3 . 0 2 0 ( 1 )

. . .  t h e  F u n d  s h o u l d  p r o v i d e  a  m e a n s  o f  

c o n s e r v i n g  a  p o r t i o n  o f  t h e  s t a t e ' s  r e v e n u e  

f r o m  m i n e r a l  r e s o u r c e s  t o  b e n e f i t  a l l  

g e n e r a t i o n s  o f  A l a s k a n s .

As the Trustees manage the Fund, they mus t balance the righ ts o f cu rren t 
genera tions agains t those o f fu tu re genera tions . Ne ithe r the pro tec tion o f the 
Fund fo r the fu tu re nor the payou ts to cu rren t genera tions should take 
precedence.

The Fund, then and now

Fixed Income

100%

80%

Alternative

In v e s tm e n ts :

P a y o u t  m e th o d :

1980
B o n d s

B a s e d  o n  re a liz e d  
in c o m e

2005
B o n d s ,  s t o c k s ,  re a l e s ta te , 
a n d  a lte rn a t iv e  in v e s tm e n ts

S t i l l  b a s e d  o n  re a l iz e d  in c o m e

In f la t io n  p r o o f i n g : S ta tu to r y  c a lc u la t io n  
a n d  t r a n s fe r  to  p r in c ip a l

S t i l l  u s e  s ta tu to r y  c a lc u la t io n  
a n d  b o o k k e e p in g  t r a n s fe r



THE FOLLOWING DOCUMENT(S) 
HAVE BEEN REFILMED TO 

ASSURE LEGIBILITY OR PAGINATION

Central Microfilm Serv ices
Dcpartement o f Education & Early Development
State o f Alaska



"... to benefit ail generations. H

A S  3 7 . 1 3 . 0 2 0 ( 1 )

. . .  t h e  F u n d  s h o u l d  p r o v i d e  a  m e a n s  o f  
c o n s e r v i n g  a  p o r t i o n  o f  t h e  s t a t e ' s  r e v e n u e  

f r o m  m i n e r a l  r e s o u r c e s  t o  b e n e f i t  a l l  

g e n e r a t i o n s  o f  A l a s k a n s .

As the Trustees manage the Fund, they must balance the righ ts o f cu rren t 
genera tions aga ins t those o f fu tu re generations. Neither the pro tec tion of the 
Fund fo r the fu tu re nor the payouts to curren t genera tions should take 
precedence.

The Fund, then and now

100%

80%

60%

40%

20%

0%

&  &  <6** S?3 <$> cp op' <P

In v e s tm e n ts :  

P a y o u t  m e th o d : 

In f la t io n  p ro o f in g :

1980
B o n d s

B a s e d  o n  re a liz e d  
in c o m e

S ta tu to ry  c a lc u la t io n  
a n d  t r a n s fe r  to  p r in c ip a l

2005
B o n d s ,  s to c k s ,  re a l e s ta te , 
a n d  a lte rn a t iv e  in v e s tm e n ts

S t i l l  b a s e d  o n  re a liz e d  in c o m e

S t i l l  u s e  s ta tu to r y  c a lc u la t io n  
a n d  b o o k k e e p in g  t r a n s fe r

Alaska PermanenTfund GrcnvthrandStabillty fi-Wck'



Return and income caicutations

R e c o g n i z e d  m e t h o d A l a s k a  m e t h o d

T o t a l  r e t u r n  

-  I n f l a t i o n

T o t a l  R e t u r n  

- U n r e a l i z e d  g a i n s / l o s s e s

R e a l  r e t u r n R e a l i z e d  i n c o m e

-  A m e r a d a  H e s s  i n c o m e

S t a t u t o r y  i n c o m e

The need for change

As the marke ts have changed over the last 25 years, so have the Fund's 
investments . As a resu lt, the payou t s truc tu re th a t worked in 1980 no longer fits 
with how the Fund is managed today.

I t made sense to base payouts on realized income when the fund was invested 
entire ly in bonds. But now tha t a s ign if ican t portion o f the Fund's assets 
accumula te unrea 'ized gains, th is cu rren t oayou t s truc tu re does not allow cu rren t 
genera tions of A laskans to take full advan tage o f the Fund's grow th .

At the same tim e , the Legis la ture may expend all of the Fund's accumula ted 
earnings. In some years th is has left the Fund vu lne rab le to overspend ing . As the 
Legis lature con temp la tes the use o f earn ings foi gove rnm en t services, the Fund's 
Board o f T i  js te e s believe tha t it is im po r ta n t to lim it spending w ith in susta inab le 
yield to preserve the Fund's value ove r time.

P O M V  i s  a  s p e n d i n g  l i m i t  f o r  t h e  P e r m a n e n t  F u n d  t h a t  i s  c o m p a t i b l e  

w i t h  t h e  F u n d ' s  i n v e s t m e n t s .  I t  i s  n o t  a  f i s c a l  p l a n  f o r  t h e  s t a t e  

U n d e r  P O M V ,  n o  m o r e  t h a n  5  p e r c e n t  o f  t h e  F u n d ' s  m a r k e t  v a l u e ,  

a v e r a g e d  o v e r  f i v e  y e a r s ,  m a y  b e  w i t h d r a w n  e a c h  y e a r .  

U n d e r  t h e  c u r r e n t  s y s t e m ,  a l l  r e a l i z e d  e a r n i n g s  a r e  a v a i l a b l e  f o r  

s p e n d i n g  f r o m  t h e  F u n d .

What is POMV?



POMV v Status quo in FY2004 •

POMV pro tec ts more o f the Fund from overspend ing than is pro tec ted under the 
curren t s truc tu re .

*6% re a l iz e d  e a r n in g s  

$1 .6  b i l l io n

11%  u n re a l iz e d  n e t g a in s  

$3 .0  b i l l io n  ________ — "  $ 2 0

*83% c o n s t i t u t io n a l!  

d e f in e d  p r in c ip a l 

$23 .4  b i l l io n

□  U npro tected

□  Partially p ro tected 
■  P rotected

Current 
method

P O M V

5%  o f  a v e ra g e  

m a rk e t  v a lu e  fo r  

p r e v io u s  f iv e  y e a r s

$1 .4  b i l l io n

95%  c o n s t i t u t io n a l ly  

p ro te c te d  u n d e r  P O M V  

$26 .6  b i l l io n

* Va lues as o f June  30, 2004 and do not reflect $581 m illion  PFD  paym ent or $170 m illion  
in flation proo fing  transfer from  rea lized earn ings to princ ipa l.

What about inflation proofing?
Curren tly a trans fe r is made each year to offset the effec t o f in fla tion on the Fund's 
principal. The earn ings of the Fund (17% of the Fund on June 30, 2004) are not 
in f la t ion -p roo fed .

F Y 9 4  t o  F Y 0 3  F Y 0 5  t o  F Y 1 4
a c t u a l  p r o j e c t e d

T o t a l  r e t u r n  7 . 8 %  7 . 6 %

I n f l a t i o n  r a t e  2 . 5 %  2 . 6 %

R e a l  r a t e  o f  r e t u r n  5 . 3 %  5 . 0 %

I f no more than 5% is w ithd rawn from the Fund each year, the gains tha t resu lt 
from in fla tion will remain in the Fund. This will in fla tion proo f the en t ire Fund, and 
preserve its purchas ing power fo r fu tu re generations.



• Anchorage, Fairbanks, North Slope Borough and Sitka residents voted 
to use POMV fo r munic ipa l tru s t accounts.

. Private founda tions such as the Rasmuson Foundation and the Ford 
Foundation are requ ired by the IRS to pay ou t at least 5% of the ir 
m a rke t value.

• 83% o f colleges and univers ities polled by the National Association of 
College and Un ive rs ity Business Officers use some fo rm o f a POMV 
payou t m e thod .

What are Alaskans asking?

• W i l l  t h i s  c h a n g e  l e a v e  t h e  p r i n c i p a l  u n p r o t e c t e d ?

I f the marke ts were to perfo rm poorly fo r several years in a row, it is possible tha t 
a small part o f wha t js e d to be known as principal would be ava ilab le fo r 
approp r ia t ion by the Legis la ture. However, the Legis la ture is not ob liga ted to 
w ithd raw the full 5 percen t availab le under POMV. In add ition , POMV would prov ide 
be tte r pro tec tion when the Fund rises in value, as it has for 25 o f the last 28 years.

• H o w  w i l l  P O M V  a f f e c t  m y  d i v i d e n d ?

I t is up to the Leg is la ture to de te rm ine whe the r a new div idend ca lcu la tion is 
app rop r ia te unde r POMV, and if so wha t tha t d iv idend am oun t would be.

• I s  P O M V  a  r a i d  o n  t h e  P e r m a n e n t  F u n d ?

No. The Legis la ture a lready has the au tho r i ty to spend the Fund's realized 
earn ings, and does spend a portion of the earn ings each year when fo r Permanent 
Fund Div idends. POMV would change how the am oun t availab le fo r spending is 
de te rm ined .

• W h y  f i x  t h e  P e r m a n e n t  F u n d  i f  i t  i s n ' t  b r o k e n ?

The Trustees believe th a t the cu rren t s truc tu re is broken. Earnings are not 
in f la t ion -p roo fed , the Fund is vu lnerab le to overspend ing and the payou t s truc tu re 
is not compa tib le w ith the standard asset allocation fo r an ins t itu t iona l fund . POMV 
would address all o f these issues.


