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October 21, 2005

Members of the Legislative Budget
and Audit Committee:

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

DEPARTMENT OF MILITARY AND VETERANS AFFAIRS
DEPARTMENT OF ADMINISTRATION
ALASKA LAND MOBILE RADIO PROJECT

September 21, 2005
Mudit Control Number
09-30021-06

This audit addresses various issues pertaining to the implementation of the Alaska land
mobile radio project. Specifically the issues included: (1) the project funding and
expenditures, (2) the issuance and current status of various federal licenses, (3) the
identification of project sites, (4) total project costs, (5) annual operation and maintenance
costs, (6) recruitment of prospective ALMR system users, (7) the projected date of project
completion, and (8) the overall adequacy of project management.

The audit w-as conducted in accordance with generally accepted government audit standards.

Fieldwork procedures utilized in the course of developing the findings and discussion
presented in this report are discussed in the Objectives, Scope, and Methodology.

Legislative Auditor
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Q BJEC7TVES. SCOPE. AND METHODOLOGY

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

Objectives

The objectives of 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 of 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 of 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 of the project

Scope and Methodology

The ALMR project is ajoint effort between the State and the Department of 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 of the ALMR project from inception through
August 31, 2005. More specifically our field work included the following:

« Review of departmental and division policies and procedures

« Analysis of financial reports from the State accounting system

* Interviews of personnel from state, federal, and municipal agencies

« Test for compliance of the supporting documentation for 53 judgmentally-selected, high
dollar ALMR expenditures in the time period of FY 98 through FY 051

« Examination of project files for site, funding, and cost documentation

« Analysis of applicable grants and grant application: for compliance with program
requirements

« Attendance at the ALMR Executive Council meetings and review of past meeting minutes

« Review a federally funded contractor study of the implementation of the ALMR project

1FY 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.3The ALMR system uses standards set by and endorsed by the Association of
Public Communications Officers for interoperability.

A unique feature of the ALMR project is that it is governed by a cooperative of state, federal,
and local government agencies. The ALMR Executive Council steers the course of the project.
The council was set up in 1995 and is composed of four representatives4- one of each from the
State, the Department of Defense Northern Command (DoD), the Alaska Municipal League,
and the Federal Executive Association of Alaska (federal non-DoD agencies). Once the
ALMR project is completed the Executive Council will dishand. 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 of the project but both report to the Executive Council. It is anticipated that the
representatives of 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 of Administration
(DOA), Enterprise Technology Sendees (ET ~ ETS has the responsibility for and oversight
of 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
of the state telecommunications systems and services. ETS is also responsible for the
maintenance of the State Telecommunications System (SATS) which ALMR is utilizing as its

structural backbone.

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

: Interoperability is defined by the FCC as
...an essential communication link within public safety anti public service wireless

communications systems which permit units from two ot more different entities to interact with
one another and to exchange information according to a prescribed method in order to achieve
predictable results.

1Such 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 of March 30, 2005 the Executive Council was in the planning process for X 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 of the Division of Homeland Security/Emergency Management, which is housed as

well under DMVA.

The transfer of responsibilities for ALMR was documented in the 2004 Memorandum of
Agreement (MOA) between DOA and DMVA. The MOA sets out ;he responsibilities of 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 of a
project manager,10 a program coordinator, a project coordinator, and two communications
engineer Il positions. The project manager reports to the Deputy Commissioner of DMVA.

Once the installation of ALMR is complete and the system fully operational, the State project
office will dissolve. The communications engineer Il positions will be absorbed by DOA. At
that time, DOA will be responsible for the maintenance and operations of 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.
0Since DOA hired the initial 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 ACKGROUND INFORMATIONS?

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 of older radio
communication systems as the primary means of emergency response communication.

These communication systems have been built by a variety of manufacturers, have been
implemented independently, and utilize different portions of the radio frequency spectrum.
This often results in an inability of 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 of

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 of
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 [ALMR] Executive Council will define, develop and coordinate a migration plan
to provide a coat shared land mobile radio communication ser\'ice encompassing
participating federal users within the state of Alaska. The [land mobile radio]
migration plan shall facilitate approved users wjthin the state to access and utilize

this scnice, thus improying the l nd mission
suypoort capability 8&'

aal
(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 of Defense Alaskan Command (DoD),
the Alaska Municipal League, and the State of Alaska.ll During April 2001, the council
received approval through a memorandum of understanding among the State, DoD, the
Federal Executive Association of Alaska,?* and the Alaska Municipal League to "move

1 Initial management over the implementation of the ALMR system was the responsibility of the Department of
Administration’s Information Technology Group. During December 2003, the name was changed to Enterprise
Technology Services.

The Federal Executive Association of Alaska consists of any and all federal government entities, agencies, and
organizations, other than the Department o f Defense, that will use the shared ALMR system infrastructure.
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forward with implementation ofa cooperative solution " that meets the needs of the federal,
state, and local agencies for "mutual aid, disaster response and crisis management as well as
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 of entities, would be included in the ALMR system. Most of the system would be
made up of 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 of sites and responsibilities has changed. (Refer to the Subsequent Event

section of this report.)

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

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

vendors to

. provide all equipment, project management and system engineering
services in support of the final design, implementation, acceptance testing,

training and maintenance support. ...

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

required for ALMR.

BALMR RFIs were sent to the following communications companies:

Bcndix/King Daniels Electronics, Ltd. E.F. Johnson Company
F.riccson, Inc. ICOM America, Inc. JPS Communications, Inc.
Kenwood Corporation, Inc. M/A-COM Motorola, Inc.

Relm Wireless Corporation Thales Communications, Inc.
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Accordingly, project managers sought award of a sole-source contract, under the authority of
a Request for Alternate Procurement (RAP). A contract was let with Motorola, Inc. under the

RAP to cover procurement and installation of equipment.

The State started work on a group of seven sites in September 2002. In February 2003, the
work on these sites (plus an eighth site added at the request of DoD) was completed. In
March 2003, a demonstration training exercise, Northern Edge, was conducted in Valdez that
successfully demonstrated interoperability of 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 of 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, ALMR manage!s had to get a waiver from the FCC.
Such a waiver was necessary to permit the varied users to share radio frequencies. ALMR
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 of the 92 licenses that it was responsible to obtain. (See
Appendix A for detail.) As of March 2005, the project office had obtained these FCC
licenses. As to the requested waiver, if 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 of 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 of the costs and the estimated
share of the costs contributed by each level of government users have fluctuated.

Specifically:

1. Composition of 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

ALAKKA STATE LEGSLATURE DIMSION OF LEGISLATIVE ALDIT



S100 million. The cost estimate for the infrastructure component has ranged from
S50 million to S100 million over the last three years.

Development of interoperable communications will require all users to acquire radio
communication gear that will meet ALMR 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 of 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 of 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 ALMR-compliant
radios, which results in more competitive pricing for the units. Further, as the market
continues to expand and more vendors manufacture the ALMR-compliant radios, it is
anticipated the cost for the radios will continue to drop.

Federal grants provide the funding for much of the local and state government share of
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 of much of this
funding is expected to be federal grant funds received by the communities involved.

Likewise, a substantial amount of the State’s contribution to the ALMR 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 of the State’s contribution.

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

As summarized in Appendix D to this report, appropriations for the State’s share of ALMR

project costs began in 1997. By 2000, the legislature had appropriated S1.6 million. In 2001,

state project managers sought over S16.6 million in legislative appropriations for ALMR.
The project was identified as critical to improving Alaska's security and emergency response

readiness.

The request was further made more attractive by the amount of federal funding participation,
which made up almost S15 million of the funding request. At the end of 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 of 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 of anticipated federal funding.

By the 2003 legislative session, the State had received only $2 million of 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 of
more than $16 million in GF and other state funds authority to meet state construction

obligations.

At the start of FY 06, GF and other state funds made up about 75 percent of the more than
$22.8 million of 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 of available appropriations for the project. Also,
project managers continue to anticipate a $13 million federally-earmarked appropriation for
ALMR. Receipt of these earmarked funds would reduce the State’s contribution to
41 percent of available appropriations. The history and source of 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 of these delays was offset by the stepped-up work by
DoD. The delay in lining up federal funds shifted a large part of 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 of 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 of the

woxk 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 of 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 of 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 N1J grant had not even been applied for,
project managers sought the advice of the ALMR Steering Committee. This committee is
made up of the commissioners of the Departments of Administration, Public Safety, Military
and Veterans Affairs, and the director of the governor’s Office of Management and Budget.
In early June 2002, the steering committee decided to borrow the funds, through a capital
lease agreement,¥4 necessary to buy and install the equipment. Proceeds from the COPS and
NIJ grants would then be used to pay the loan offas it came due.

U The loan was obtained under a Master Financing Contract between the Department c.f Revenue and Key

Municipal Finance, adivision of Key Corporate Capital Inc.

ALAKA STATE LEGISLATURE DIVISION OF LEGISLATIVE ALDIT
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R EPORT CONCLUSION g

We were directed to review and assess various issues related to the Alaska land mobile radio
(ALMR) project. ALMR is ajoint 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 of the project has contributed to the following

deficiencies:

« Estimates of project costs appear unsupported and based on ' nding

« Loan proceeds were inappropriately used to finance purchases made by Department of
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 of the project
 There has been inadequate outreach and recruitment of potential ALMR users

« The scope of the project was changed without approval from the ALMR Executive
Council

In recent months the Department of Military and Veterans Affairs (DMVA) has made
significant efforts to improve the State’s oversight and control of 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 of responsibilities. Each of our conclusions is discussed further, as

follows.

Estimates of project costs appear unsupported and based on funding

From the beginning of the ALMR project, state managers have not had a reliable estimate of
the project's total costs. Project managers have repeatedly set the total cost of the project at
SI51 million, although closer examination of this estimate raises questions as to its basis and

underlying accuracy.

DIMSON OF LEGISLATIVE ALDIT
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Exhibit 1

Changing Composition of the $151 Million
ALMR Project Cost Estim ate
(in Millions)

Radio Costs

Date Infrastructure Costs
of Estimate ,ach user group’s “share"1;
Total cost
estimate for all
Local Federal State Total users
September 2001 $0 S25 $32 $ 57 $ 94
September 2002 (estimate not allocated among user $ 84
groups) S 67
October 2003 s 0 $25 $25 s 50 $101
December 2004 120 S35 $21 $ 76 s 75
March 2005 $14 $63 $23 $100 $ 51

f Much of 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: ALMR presentations for 2001 through 2004 and Total Cost of Owntrship Report dated March 2005.
J

The SI51 million estimate is most recently set out in a Department of Defense (DoD)
consultant study. In this March 2005 estimate, infrastructure costs are put at just over
S100 million—twice the amount estimated for this component in October 2003 (See
Exhibit 1). The balance of S51 million is estimated to be needed to cover the cost of
switching to new radio equipment. Earlier cost estimates, while still pegging the total project
cost at SI51 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 of 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,* 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 of the infrastructure component estimate
from S50 million in October 2003 to S100 million in March 2005, we hesitate to estimate
how much the final cost of the infrastructure component of the project will be. Likewise, it is
unclear how the estimate for radio costs has been developed. It appears that the estimate for

55 Forty-eight site preparation, equipment, and installation costs identified in the DoD and state contracts were

compared against cost estimates.

AljNKA STAIt. LEGISLATURE DMSION OF .KGSLATIVE ALDIT
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these costs has essentially been the dirrerence between the S151 million overall cost figure
and the latest amount allocated for infrastructure.

The current cost estimate for the radio component is Sb1 million. This estimate is
approximately half of the SI0OL 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 if these savings are great enough to account for the
cutting in half of 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 of radio configurations as well as overall cost calculations generated
from this information. See Recommendation No. 1for 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 of 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 if necessary, the agency involved will

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 & million. The application for National Institute of 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 with 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.16The NIJ agreement
lists specific sites and allocates the funds to each site for equipment. As of March 2005, over
SI1.7 million of 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 of 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 with 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 of S2,500,

the former project manager committed the State to a S433,100 contract. Motorola, Inc. was

notified during September 2004 of the invalid State of 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 of all ALMR sites, including related information such as site
owners, land use agreements,I7 and land use costs for each site. (See the Subsequent Event
section of the report.) In 2003 DOA, with the assistance of Department of Natural
Resources,Binitiated a review of 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 of the files. For some sites we were unable to identify the
owners of 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 of the project. As written in the contracts, the State will provide site access for
the contractors. Without knowing all the ALMR sites and the status of 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 asite-bv-site basis

DOA is responsible for administering the State telecommunications system (SATS). With the
advent of ALMR, many of 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 of actual costs
incurred could be made with the 2001 or 2002 individual site cost estimates in order to

validate atotal estimated project cost.

I7 Laud use agreements include leases, permits, cooperative agreements, and rights-of-way.
Department of Natural Resources provided its expertise on the necessary land use agreements.
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In August 2004, oversight of 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 of 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 of 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 of the project and for accurate state property records.

There is insufficient data to estimate annual operating costs of 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 of 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,I* 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 of its sites that an part of 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 of SATS operations and

maintenance (O&M) costs.

IMThe term ‘lime and materials” refers la repairs being done on an as-needed basis: essentially, when something

breaks GCI is called to fix it.

ALAKA STATT- LEGISLATURE division OF LEGISLATIVE ADIT

- 15-



There has been inadequate outreach and recruitment of potential ALMR users

Most state-affiliated entities and agencies and DoD service units2l are committed to
participating in the ALMR system. Some of 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 of what the prospective ,0st to the user will be. Local
communities arc hesitant to commit to participating in using ALMR because of concerns
about the lack of sufficient funding, including paying up-front radio equipment costs as well

as knowing how much it will cost in ongoing user fees.

Out of 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 Exhibit 2

study to develop some user
cost gstime}tgs, but because of Level of Participation
the insufficient state O&M

cost data, the consultant has Subject to
had to rely on O&M costs Community Committed Costs Involved
from another state as a basis  City of Ester

for its study. The federally-  City of Kenai

funded study will provide City of Steese

various options for O&M  City of Wasilla

procedures to be performed, a  Fairbanks North Star Borough

rate methodology for the  Matanuska-Susitna Borough

system, and scenarios for  Municipality of Anchorage

DOA to recoup the O&M

costs through user fees. The lack of an accurate, workable project cost estimate, coupled with
the lack of accumulating maintenance costs ona site-by-sitebas.s, haslimited theState’s
project office from providingcriticalinformation toprospective users. See
Recommendations Nos. 1and 4 for further discussion.

20 As of March 31, 2005, the Alaska Railroad Corporation and the Alaska Marine Highway System have not

committed to becoming participants.
21 Department of Defense service units refer to the U.S. Air Force, Army, Navy, and National Guard.
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The scope of 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 of 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 of 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 of 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 IIBSEOUENTEVEN'J 1

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

As of 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 of 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 of September 30, 2005, there were 57 sites operational, leaving 48 to be completed before
the FCC waiver deadline of 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 of the FCC

waiver deadline.
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p INPINGS AND RECOMMENDATIONg

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 of the State, has not been planned or managed in a coordinated and consistent
manner. Implementation of what appears to be a very worthwhile project has been impeded
by the lack of 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 of construction activities with partnering federal project

managers has been lacking.

The first step in improving the planning of 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 of Military and
Veterans Affairs (DMVA), with the cooperation of the Department of 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,Z managers can
develop a better documented, better supported, and presumably more accurate cost estimate

of infrastructure construction.

Likewise, project administration-overhead should be easier to estimate given the last few
years of management activity. It is also necessary to develop a better estimate of radio costs.
Project managers should begin with an extensive needs assessment for each participating
state agency, and should determine what costs will 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 of the ALMR project entailed—especially in the area of
necessary upgrading of radio equipment; (2) what the full costs of the project are likely to be;
and (3) the share of 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.

2 The August 2004 Memorandum of Agreement between DMVA and DOA requires DOA to segregate ALMR
expenditures and transfer custody of all records related to ALMR as well as other requirements.

u As of August 31, 200\ 41 of 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 will 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 of Military and Veterans Affairs (DMVA) project and administrative support
managers should continue making improvements in the oversight of the ALMR project.

As reflected in the Report Conclusions section of this report, implementation of the State’s
management of the ALMR project has been neither effective nor appropriately focused. We
identified and discussed a wide range of deficiencies, such as: (1) unallowable expenditures
paid with grant funds, (2) lack of 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 of the project; however, it is unavailable. As a result of this ineffective
management, a seemingly important and worthwhile project may not be operational by the
end of 2006—the effective deadline established by the expiration of 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 of 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 of 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 of the system as a whole. As stated in the Report Conclusions section,
the current total estimated cost of the project according to the project office is SI151
million. Included in this amount is the projection of radio equipment costs4 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 of this project necessitates cflective management. The project office
should retain copies of pertinent documentation for the project. Even with the move of

‘4 Radio equipment costs include the portable (handheld) and mobile (installed in vehicle) radios each agency will

need in order to use the system.
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the project office from DOA to DMVA, copies of all documents related to the project
should have been kept.

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

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 of S12.5 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 of 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 of 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. 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.

Improve outreach and recruitment of local government (communities) users. The
memorandum of agreement between the federal Assistant Secretary of Defense for
Networks and Information Integration and the commissioner of the Department of Public

Safety provides in part:

The state will strongly encourage all state and local entities to use the shared
ALMR infrastructure, wheneverfeasible, 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 Division of Homeland Security within DMVA.
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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
will 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 of Defense Alaskan Command

(DoD) contractor.

ALMR project managers need to develop a better understanding of the concerns of
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 will 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 of the value of the project, and hopefully increase the number of

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
of 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 of
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 of 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 of 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 ;0 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 of the reason for and necessity of 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 of 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 of the project make it critical that the State’s participation
is managed in an effective and cost-efficient manner. Implementation of these
recommendations would improve the State’s participation in making the ALMR project fully

operational.

Recommendation No. 3

The director of 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 s currently the more
active state manager for the ALMR project. However, DOA, in its oversight capacity of the
State’s communications systems, must also take steps to accumulate and keep track of
information related to sites that have been included in the ALMR system. It should be noted
that we received numerous lists of sites, purported to be all-inclusive lists of sites in the
ALMR system. However, none of 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 of the land and related land use
agreements must be documented and retained. Such information should be updated prior to

the completion of 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

‘B> Presently, DOA is utilizing 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.
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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 of 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 of DOA’s Enterprise Technology Services should establish a tracking method to
ensure all costs associated with operations and maintenance (O&.VI) of the ALMR system are

identified and recorded appropriately.

The users of 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 establishedfor ALMR and

SATS."

In general, DOA has not effectively tracked the O&M costs of 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 of ALMR-project sites. This is especially critical for those sites that are part of
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.
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Location:

Nasle Hahwnay

BeaverCreek
Cathedral Rapids
Delta

Dot Lake

Gerstle River

Ot-ofOJth/a
. Heney Range
Mount Sunny Hay

Qtvef Fhines

Givef e

10. Auke Lake

G)U'l-bwl\!

11. Juneau Federal Building

12. Lena Point4
Saddle Mountain

Qv ofkechien

14. High Mountain

GtvofPeterShra

Petersburg

Ol\/OfSltka

Sitka

leotSl@a\/\av

17. Skagway

Qtvof Whitier

18. W hittier

leofWEmeII

. Wrangell

[Hthm/\a/

. Money Knob

APPENDIX A

Alaska Land Mobile Radio
Sites as of September 30, 2005
(Unaudited)
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State
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1Site 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, prior to equipment installation.

2Equipment includes such items as repeaters, routers, and systems-interconnect equipment.

3Sites completed, tested, accepted, and turned on as of September 30, 2005

4 Sites added in 2004 by former project manager without Executive Council approval.
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Location:

Gem Haway

Bailey Hill

22. Blueberry Hill4
23. Lions Head (Sheep Min.)

24. R 1 North
25. Sawmill

§f7 Site Summit4
. Tahneta Pass

2fc. Tolsona

Kenel PenirsLia

29. Rl{qqed Island
Kerai Spur Road

30. Kenai Police Department

31. Nikiski

Kodiek Island

32. Pillar Mountain
33. Woman's Bay

APPENDIX A

Alaska Land Mobile Radio
Sites as of September 30,2005 (continued)

Gy Sonmbelr  ReRtelr oo

DoD State DoD State

¥
y
y
y

—_< << <
<<

Mnapﬂltyofﬁtﬂume(l\/m) - -

. Anchoraqge Fire Station #12 - 800
35. Anchoraqe Fire Station »12 - VHF

36. Atwood Building - 800
37. Atwood Building VHF

Ted Stevens Airport - 800 gj

Paistw\aJ

Alcantra

40. Beckwitt's Bluff
41. Bvers Creek

42. Chulitna
43. Clear

44. Ester Dome

45. Garner
46. Gold Creek
47. Honolulu
48. Hurricane

49. Mount SusitnaS

50. Nenana

51. Reindeer Hills
52. Willow Creek4

53. Yanert

5The State was responsible for the site preparation for 11 additional sites; however, due to a funding shortfall,

<
<<
)
S O

DoD

funded the majority of the site preparation contract.
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Location:

Rdmbon Hahway

55.
56.
57.
58.
59.
60.
61.
62.
63.
64.

w5,
06.

57.

68.

69.

Black Rapids
Canyon Creek
Divide
Donnely Dome

Ernestine Mountain

Glennallen
Harding Lake
Hill 3265
Paxson
Peger Road
Pole Hill
Quarry Hill
Sourdough
Trims

Tsina

Valdez
Willow Mountain

Sa/\arde/\a/

72.
73.
74.
75.
76.
77.
78.
79.
80.
81.

Cooper Mountain
Girdwood
Grandview

Hope

Hunter

Moose Pass
Portage

Rabbit Creek
Seward

Silvertip

Summit Lake
Wolcott Mountain

Sterirra Haway

84.
85.
86.
87.
88.
89.

OmrsdeamwS\/stem

91.

Anchor River
Diamond Ridge
Kasilof
Ninilchik
Pipeline Hills
Seldovia

Ski Hill

Sterling

St. Paul Isiand

APPENDIX A

Alaska Land Mobile Radio
Sites as of September 30,2005 (continued)
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Location

APPENDIX A

Alaska Land Mobile Radio

Sitesas of September 30,2005 (continued)

Controllers. Consoles. Bi-directional
Antennas, and kev Manaaement Facilities

92.
93.
94.
95.
96.
97.
98.
99.

Birch Hill

City of Fairbanks Police Dept.
City and Borough of Juneau (CBJ)

City of Valdez (CoVAL) Police Dept.

Eielson Air Force Base
Elemendorf Air Force Base

Fort Greely
Fort Richardson

100. Fort Wainwright

101.Ted Stevens Airport-VHF
102.Transportable North

103.Transportable South

104.Tudor Road
105.Whittier Tunnel

Totals: State

DoD
Local
Total

i SRl

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A
N/A
92
N/A
N/A
92

DoD State

CBJ
CoVAL

N/A

N/A

725
28

103.

DoD

RPN i

State
cBJ
CoVAL
S
/
41
61
3
105 57

6 Transportable North and South did not require site preparation; therefore, a total of 103 needed site preparation.
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APPENDIX B

Alaska Land Mobile Radio
Map of Sites
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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

APPEND!?: C

Alaska Land Mobile Radio
Major Milestones

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 migrationl

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 3enter 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 within the State of Alaska 'o accessing and utilizing the ALMR system.
3 A set of standards developed by the Association oi Public Safety Communications Officials and the Telecommunications Industry

Association.
3 Motorola, Inc.,

Is a telecommunications company with a portfolio of public safety and security products for mission-critical

integrated communications, information management, regional coordination, and incident command.
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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

ATTACHMENT C

Alaska Land Mobile Radio
Major Milestones
(continued)

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'lis entered into between the City of Valdez Police
Department5and 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 not fully operational.

5This agreement is in draft form and not signed yet.
8As of April 30, 2005, the two federal Community Orientated Policing Services grants, for S2.5 million each, have not been received.
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APPENDIX D

ALMR Funding and Expenditures
as of August 31,

(in thousands)
Appropriations by Funding Source
Other Collected Unexpended
Legislation General State Federal Total Federal Expenditures Unobligated
Appropriation Fund Fundsl Funds Authorized Revenue Actual Encumbrances State Funds
Ch. 100, SLA 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, SLA 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 dor 920 -0z 74 65 781
$ 13,268 $ 3.896 $ JL9.588 $ 26.122 $ 5.587 $ 10.936 s 605 $ 11.210

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

JDMVA, Division of 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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FRANKH MURKOWSKI, GOVERNCR

DEPARTMENT OF ADMINISTRATION POBOXUOXO

PHONE: (907) 465-2200

OFHCE OF THECOVMISSIONER FAX (007) 4652135
December 22, 2005

Ms. Pat Davidson
Legislative Auditor

r e c e iv e d

Division of Legislative Audit
P.0. Box 113300 DEC 27 2005
Juneau, AK 99811-3300 LEGISLATIVE AUDIT

Dear Ms. Davidson:

This letter is in response to your November 4, 2005 confidential preliminary audit report on the
Department of Military and Veterans Affairs and Department of Administration, Alaska Land

Mobile Radio Project, September 21, 2005.

In 1995 the Alaska Land Mobile Radio Project (ALMR) began with creation of the ALMR
Executive Council. The project office was located in Department of Administration’s
Information Technology Group, currently called Enterprise Technology Services (ETS). The
charter of the project was to provide interoperable and cost-effective land mobile radio service
that is compliant with federal, state, and local reqgulations and responsive to federal agency needs

in the State of Alaska.

When Governor Murkowski took office, problems with the ALMR project, which then existed in
the Department of Administration (DOA) were identified. To deal with the problems and due to
other factors as outlined below, the Governor temporarily transferred the ALMR project office to
the Department of Military and Veteran's Affairs (DMVA). Transferring the Office to DMVA
helped foster the State’s relationship with the Department of Defense (DOD), which shared
financial responsibility for the project, and allowed DMVA to focus on ALMR and DOA to
focus on the State’s overall telecommunications services, which at the time were suffering under
the failing Telecommunications Partnering Agreement (TPA) with Alaska Communications
Systems. Factors supporting the transfer include the following:

4 The DOA was in the midst of attempting to implement the TPA. The TPA was a contract
with a third party to provide all of the State’s telecommunications needs. The contractor
was having difficulty meeting the terms of the contract, and increasingly, resources
within ETS were needed to try to mitigate the TPA’s failure taking time away from the

ALMR project.

4 Under the TPA, the State of Alaska Telecommunications System (SATS) infrastructure,
on which the ALMR equipment would be installed, was to receive S2.8 million in capital
investment. The contractor failed to make the investment. In addition, one of the
bundled services under the contract included operation and maintenance of the SATS
system. The TPA called for each SATS site to be visited at least once annually for
inspection and minor repair and maintenance. When DOA requested the contractor
provide detailed reports to sub antiate that ongoing maintenance was being performed,
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Ms. Pat Davidson 2 December 22, 2005

the contractor failed to do so. As it turned out little if any maintenance was performed on
any sites which resulted in delays of installation of ALMR equipment.

4 The ALMR project included construction of communications towers and the installation
of radios to be used by the military. It was determined the transfer of the program office
to DMVA would help keep the focus within ETS on the overall telecommunications
needs of the state and the construction of these towers would be completed under the
direction of the project office, and the expertise in that area within the DMVA.

In partnership with the DOA, the Project Office has installed the ALMR system on 60 of
the original 87 sites and the remaining sites will be completed in the summer of 2006.
DOD and the State have been working with a contractor to help facilitate a methodology
for creating rates and recouping the operating costs of the ALMR system. Now that
ALMR is becoming operational, the Governor’s FYOQ7 budget includes a plan to transfer
the project office back to the DOA to incorporate the operation of ALMR within the

State’s enterprise telecommunications unit.

I+

Although many problems were encountered when Governor Murkowski took office, we have
taken corrective action and are now on a path to successfully implement the ALMR project.
During FY05, the project picked up speed and through the coordinated effort between DOA and

DMVA we have been able to accomplish:
+ Successful participation in one of three national Exercises of Significance for homeland
defense. The project successfully demonstrated the new technology.
4* Completing the site build-out for 43 sites.

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

41 Successfully testing the concept test for linking remote locations to ALMR via satellite.
Incorporating the existing accounting structures within ETS to account for SATS
expenditures by site.

ALMR System improvements were illustrated in a recent discussion with DOT&FF where we
learned previous communications on the Richardson Highway included many dead spots.
However, on December 15, a DOT&PF employee was able *o notify staff, via an ALMR radio,
of an avalanche and attested that with the new technology they have not found any dead spots as
far as mile 46, where historically communications were no better than sporadic.

Below I have specifically addressed your recommendations.

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,

DOA concurs with this recommendation and has worked with the project manager and fiscal
staff at the DMVA to coordinate the build out of the ALMR system. DOA is committed to

continue to support the project manager’s efforts in this area.
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As discussed on page 6 of your report, the State must upgrade the infrastructure on the 70 state
sites on which the ALMR 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 manager to ensure

these costs are charged accordingly.

By capturing these costs by site, DOA will be able to provide the ALMR Project Manager
accurate upgrade and related operating costs which can be used to prepare comprehensive cost
estimates as recommended.

Recommendation No. 2

Department of Military and Veterans Affairs (DMVA) project and administrative support
managers should continue making improvements in the oversight of the ALMR project.

DOA concurs with this recommendation and will continue to work to improve the information
available to the project manager and fiscal staff to assist them with the oversight of the ALMR
project. As mentioned above DOA has site specific cost collectors to capture financial data by

site.
Recommendation No. 3

The director of DOA’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 numerous deficiencies were noted. Furthermore, with incorporation of ALMR into
ETS operations, the rate structure must be able to distinguish services provided between two-way
radio, ALMR and other services provided over the SATS infrastructure.

As you mentioned in footnote 26, ETS contracted with Computer Task Group, Inc. to capture the
current SATS systems and processes and offer strategic recommendations for an approach to
asset management supporting SATS equipment, inventory, work requirements and
documentation. We are currently reviewing their report.

The FY06 capital appropriation included a component to perform a SATS Network Site Survey.
As part of that survey, ETS will incorporate the results from the aforementioned report and will
be developing a process and database to ensure we can more effectively manage the site data.
The process will address who will ensure that the inventory listing is current and the monitoring
of equipment including projected equipment replacement and upgrade.

Recommendation No. 4

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

The DOA concurs with this recommendation. SATS must be structured to allow it to be a
sustainable service on a cost recovery basis. In order to accomplish this, ETS must quantify the

complete cost of SATS service delivery. This should include deferred maintenance and periodic
equipment replacement. Furthermore, ETS must establish a tracking mechanism to identify
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users and quantify usage on the State's SATS system to include all services delivered over the
SATS infrastructure.

As discussed on page 16 of your letter, the DOD has engaged a consultant to develop some 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 bigger issue with the O&M cost data. By all accounts the state has not adequately
maintained the SATS infrastructure. The funds have not been available to perform the routine
maintenance for these sites. Historical costs may provide some insight into future costs of an
enhanced SATS system, however, utilizing historical costs of a dilapidated system to determine
total cost of operation of an adequately maintained SATS system would provide an inaccurate

basis for establishing rates.

The State’s federal cost negotiator has been engaged to assist ETS with incorporation of the
ALMR operation within the federally approved cost allocation plan for the division. With his
assistance, ETS will be evaluating the impacts of the new service and analyzing the results of the
DOD engagement to develop user based allocation of costs for recovery. The chargeback
methodology and operational structure of the SATS system must be structured in a manner that

will meld with the existing operation.

The DOA welcomes your timely recommendations regarding State of Alaska’s
Telecommunications Network. Thank you again for the opportunity to comment on the findings

and recommendations presented in your report.
Sincerely,

acott J. Nordstrand
Commissioner

cc:  Kevin Brooks, Deputy Commissioner
Department of Administration

Michael Tibbies, Deputy Commissioner
Department of Administration

Eric Swanson, Director
Division of Administrative Services
Department of Administration

Stan Herrera, Director

Division of Enterprise Technology Services
Department of Administration
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FRANK H. MURKOWSKI, GOVERNOR

P. O. BOX 5600

DEPARTMENT OF MILITARY AND VETERANS AFFAIRS ANCHORAGE, ALASKA 99505-0800
PHONE: (907)428-6003
OFFICE OF THE COMMISSIONER FAX:  (907) 428-6019
RECEIVED
Pat Davidson December 21, 2005 DEC 2 8 2005
Legislative Auditor,
LEGISLATIVE AUDIT

Division of Legislative Audit
P.O. Box 113300
Juneau. AK' 99811-3300

St’ 'ect: DMVA Response to the ALMR 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 of Alaska in
1997. Technology selection, adoption of 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 proofof 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 of the ALMR system and the lack of effective State management. He initiated a period of review and analysis to
determine how to correct the shortfalls and deficiencies. At the culmination of 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 of M |. 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 of Administration for continuing operations and

maintenance (July 1,2006).

The Department of 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 of the past and
current state of the ALMR program.  After careful reading it is readily apparent that the audit team diligently and
thoroughly researched the program, Several of the findings show keen insight into vital corrective actions required for
the future success of the program in the accounting, execution, management, and outreach areas. The summary of

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
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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.

m 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:

4

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.

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

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.

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.

The system completed a very successful technology concept demonstration during the Alaska Shield/Northern
Edge 05 exercise. This was one of three Exercises ofNational Significancefor 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.

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:
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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 of 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. Thedata will befurther

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 ashoth a

“lessons learned” library and a technical reference for similar projects in the future.
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B) Make better use of the state accounting system to track costs:

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. Inan 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 recruitment 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
specn‘lcally 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 ALMR 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.
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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 ayear 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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. Memorandum 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 Department 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 toa “ALMR"), to the Department of
Military ft Veterans 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 DMV A will take over responsibility for the day-to-day management of the ALMR
project Itis 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. APreement on Roles and Responsibilities:
E)hC()aAf\OI owing identifies the responsibilities of each party under this MOA:

> 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

DMVA
> Will document and forward to DMVA on a monthly basis the costs associated with their

involvement of 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 B, 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 ft electronic formats) related specifically to
ALMR to the ALMR Project Mana?er.

> SATS and 2-way radio records will be maintained at 5900 E.Tudor Roadandthe ALMR
Project Manager can coordinate access to these records through the ETS Telecom Deputy

Director.

Page 10f3
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r, sep-07-2004 TUE o1:25 PMDHVA DAS Juneau office hfw NU, hu/wmouo

Memorandum of Agreement
between the
Department of Administration and
Department of Military and Veterans Affairs
Delegation of Responsibility for ALMR Project Management
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. N _

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 of costs. N _ _
The Commissioner of DOA shall provide, aa necessary, additional delegations of authority
to DMVA for the ALMR project.

DMVA:

vVVVVVYV

\V4

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-locatcd 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: N | .
> 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 staffto 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, SaTS, 2-way radio, and Paging assets vrill be segregated, but will remain

within, the Information Services Fund.

Page 2 0f 3
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SEP-07-2004 TUE 01*25 PH DWA DAS Juneau Ullic# mii i ouitujivuy
Memorandum of Agreement
between the
Department of Administration and
Department of Military and Veterans Affairs
Delegation of Responsibility for ALMR Project Management
Angus! 2004

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

S sJclL
Ray Matifihowski ate / /
CommisaWner

Department of Administration

Craig Campbell
General/Commissioner
ent of Military Sc Veterans Affairs

Page 3 of 3
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FUNDING SOURCE r |- i
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Municipality of Anchorage Kenai Peninsula Borcigh
632 W 6mAvenue 144 N Binkley

Anchorage, AK 99501 Soldotna, AK 99669
(907)714-2335

M?*anuska-Susitna Borough
35 E Dabhlia Avenue

Palmer, AK 99645
(907)745-4801 (907)343-7100

Tri-Borough Commission

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 moie 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 lhey
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 dM -
/Mdblin J Williams
|/ Mayor /

/

M/ ANUSKA-SUSITNA BOROUGH
By:

'ST

Timothy Anderson
Mayor

cc: Members of the Alaska Slate Legislature



ALASKA STATE LEGISLATURE
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 of Senate Concurrent
Resolution 22, “Relating to the Joint Legislative Oversight Committee for the Alaska Land
Mobile Radio Project.”" This resolution creates ajoint legislative oversight committee to review
the management of 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 « | 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

ALASKA STATE LEGISLATURE
SENATOR GRETCHEN GUESS

S ponsor Statem ent

Senate Concurrent Resolution 22:

"Relating to the Joint Legislative Oversight Committeefor the Alaska Land Mobile Radio
Project. "

Senate Concurrent Resolution 22 (SCR 22) creates ajoint legislative oversight committee to
review the management of and expenditures for the Alaska Land Mobile Radio project (ALMR).
This oversight is necessary in light of the conclusions of 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 ajoint project of the federal
government, the state government, and local governments. The state's legislative audit division
performance audit of the state's implementation of 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 of the project has contributed to the
following deficiencies:

« Estimates of 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-hv-site basis.
There are insufficient data to estimate annual operating costs of the project.
There has been inadequate outreach and recruit of potential ALMR users.
The scope of the project was changed without approval from the ALMR Executive

Council.”

Consequently, ajoint 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 of and expenditures for the ALMR project, and
would submit a report of its findings to the legislature before disbanding on March 15, 2007.
The oversight committee would be composed of six members as follows: (1) two members of
the Senate majority; (2) two members of the House majority; (3) one member of the Senate
minority; and (4) one member of the llouse minority.

Thank you for your consideration.






FISCAL NOTE

STATE OF ALASKA

LEG IS LATIVE S ESSION

2005

Revision Date/Time (Note ifcorrection):

Title Const. Amend relating to and limiting

appropriations from and inflation-proofing the AK Perm Fund

Sponsor Rules at Request of LB&A

Senate State Affairs Committee

Fiscal Note Number:

Bill Version SJR 8

() Publish Date

Dept Affected 006
RDU Elections

Component Elections

Component No 214

Requester

Expenditures/Revenues

OPERATING EXPENDITURES FY 2006 FY 2007

Contractual
supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous

TOTAL OPERATING 15

0.0

CAPITAL EXPENDITURES
CHANGE IN REVENUES ( )
FUND SOURCE

(Thousands of Dollars)

Amounts do not include inflation unless otherwise noted below

FY 2008 FY 2009 FY 2010

0.0 0.0 0.0

(Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 G F 15
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbrev ate)
TOTAL 0.0 15

Estimate of any current year (FY2005) cost:

Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS

Full-time
Part-time

Temporary

ANALYSIS:

(Attach a separate pace 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

Lauri Allred. Adm in Assistant Supervisor

Phone 465-4611

Prepared by

Division Division of Elections

Approved by  Laura A Glaiser, Director

Date/Time 3/11/05 3 54 PM

Date 3/11/2005

Agency Office of the Lt Governor.

iRV O

Division of Elections

Page 1of 1

FY 2011

0.0



FISCAL NOTE

FTATE OF ALASKA Fiscal Note Number:

2005 LEGISLATIVE SESSION Bill Version: SR8
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected,; Revenue

Title Const, Am Permanent Fund P.O0O .M.V R DU AK Permanent Fund Corporation
Comoponent A K Permanent Fund Corporation

Sponsor Rules by Request of LBA Committee

Requester Senate State Affairs Component No. 109

(Thousands of Dollars)

Expenditures/Revenues

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

OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008

Personal Services

FY 2009 FY 2010 FY 2011

Travel
Contractual
supplies
Equipment

Land & _ .uctures
Grants & Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURE?
ICHANGE IN REVENUES ~
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 G F Match
1004 G F
1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Fype--Do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: 0o

Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS

Part-time

Temoporary

ANALYSIS: (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.

Executive Direclor/CEO Fnone 907-465-2047

Prepared by: Michael Burns,
Date/Time 03/11/05

Date 3/11/2005

Division Alaska Permanent Fund Corporation

Approved by:
Agency

Page 1of 2
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Current Statutes

Contributions & appropriations (after payouts)
Unrealized gains (losses) on invested assets
Realized earnings account (after payouts)
Total market value end of year (after payouts)

Total lump sum dividend appropriation
Per person dividend under current statute

Transfer status quo inflation proofing
(realized earnings to Principal)

POMYV spending limit information

POMV 5% spending limit

less AFPC management costs

Net 5% POMV limit available for appropriation

Total lump sum dividend payout (current formula)
% of dividend to the POMV payout limit

Per person dividend under current statute

Assum ptions:

1 POMV assumes a 5% payout limit, which is first used to fund APF administrative costs; and then only the dividrnd (current statutory calculation) Is paid out

Alaska Permanent Fund Corporation

Financial projection comparison of the Alaska 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.

Al $ values in millions except the per person dividend

FY05 FY06 FYO07 FY08 FY09
24,654 25,680 26,690 27,658 28,640
2,548 2,717 2,895 3.084 3,282
2,113 2,772 3,337 3,799 4,258
29.316  31.169  32.923 34541  36.180
607 691 886 1,082 1,170
$950  $1,080  $1,380  $1,680  $1,800
624 650 676 700 725
1,309 1,332 1.384 1,464 1,551
48 50 51 53 55
1,261 1,282 1,333 1411 1,497
607 691 886 1,082 1,170
46% 52% 64% 4% 75%
$950  $1,080  $1,380  $1,680  $1,800

FY10

29,647
3,489
4,806

37.942

1,168
$1,780

751

1,620
56
1,564

1,168
2%

$1,780

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 assumes 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.

fMi'f iPvrtuiuil lacal fitnslBudyt't SUlini|<tIAPfC SUInk ipm 06 ]fl 04 Nn SO

FY11l

30,684
3,707
5,387

39.777

1,229
$1,860

177

1,682

58
1,624

1,229
73%

$1,860

FY12

31,742
3,934
6,006

41.682

1,290
$1,930

804

1,743

60
1,684

1,290
74%

$1,930

FY13

32,821
4.173
6,664

43.659

1,352
$2,000

831

1,805

61
1,744

1,352
75%

$2,000

FY14 FY15
33,921 35,040
4,423 4,685

7,366 8,111
45710  47.836
1,417 1,484
$2,070  $2,150
859 887
1,867 1,930
63 65
1,804 1,865
1,417 1,484
76% 7%
$2,070  $2,150

J\4 PM

FY05-FY15
Totals

47.836

12.378
$18,680

8,283

17,689
620
17,068

12,378
69%

$18,680

1%t Uixfiteil M Ju'<)4



Alaska Permanent Fund Corporation

“The need for change”

1969: The boom begins _

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

The Operating Budget for that fiscal year (FY70) was
$173 million.

Using the information and testimony gathered during meetings held across the
state, the Legislature decided to invest in Alaska, through capital projects and

state programs.

By 1975 people were asking, "What happened to the $900 million?" The
implication was that the money had been wasted, and Alaskan's began to accept

the idea of saving for the future.
« Al -ey. - Hy . A UK M B m>m L $. ¢
1974: Start of pipeline construction

With the promise of more oil money on the horizon, Alaska's
leaders brought a plan before the people of Alaska to save a
portion of the State's oil wealth.

"Just as a wise and prudent family sets aside money in a

savings account for the future, so should Alaska's state

government set aside a rainy day fund to benefit this and

future enerations of Alaskans."
: _ 1976 \tter's Guick
Staterrert infavor of the proposed corstitutioral anrendnrent

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

In v e s tm e n t

Fund
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to benefit ail generations...”

AS 37.13.020(1)

.the Fund should provide a means of
conserving a portion of the state's revenue
from mineral resources to benefit all

generations of Alaskans.

As the Trustees manage the Fund, they must balance the rights of current
generations against those of future generations. Neither the protection of the
Fund for the future nor the payouts to current generations should take

precedence.
The Fund, then and now
Alternative
100%
80%
Fixed Income
Investments: Bonds Bonds, stocks, real estate,
and alternative investments
Payout method: Based on realized Still based on realized income
income
Inflation proofing: Statutory calculation Still use statutory calculation

and transfer to principal and bookkeeping transfer



THE FOLLOWING DOCUMENT(S)
HAVE BEEN REFILMED TO

ASSURE LEGIBILITY ORPAGINATION

Central Microfilm Services
Dcpartement of Education & Early Development
State of Alaska



"... to benefit ail generations.

AS 37.13.020(1)

H

.the Fund should provide a means of

conserving a portion of the state's revenue

from mineral resources to benefit all

generations of Alaskans.

As the Trustees manage the Fund, they must balance the rights of current
generations against those of future generations. Neither the protection of the
Fund for the future nor the payouts to current generations should take

precedence.

100%

80%

60%

40%

20%

0%

Investments:

Payout method:

Inflation proofing:

The Fund, then and now

& & ® SB $ cp op <P

1980

Bonds

Based on realized
income

Statutory calculation
and transfer to principal

2005

Bonds, stocks, real estate,
and alternative investments

Still based on realized income

Still use statutory calculation
and bookkeeping transfer
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Return and income caicutations

Recognized method Alaska method

Total return Total Return

- Inflation -Unrealized gains/losses

Real return Realized income

- Amerada Hess income

Statutory income

The need for change

As the markets have changed over the last 25 years, so have the Fund's
investments. As a result, the payout structure that worked in 1980 no longer fits

with how the Fund is managed today.

It made sense to base payouts on realized income when the fund was invested
entirely in bonds. But now that a significant portion of the Fund's assets
accumulate unrea'ized gains, this current oayout structure does not allow current
generations of Alaskans to take full advantage of the Fund's growth.

At the same time, the Legislature may expend all of the Fund's accumulated
earnings. In some years this has left the Fund vulnerable to overspending. As the
Legislature contemplates the use of earnings foi government services, the Fund's
Board ofTi jstees believe that it is important to limit spending within sustainable
yield to preserve the Fund's value over time.

What is POMV?

POMYV is a spending limit for the Permanent Fund that is compatible

with the Fund's investments. It is not a fiscal plan for the state

Under POMV, no more than 5 percent of the Fund's market value,

averaged over five years, may be withdrawn each year.

Under the current system, all realized earnings are available for

spending from the Fund.



POMYV v Status quo in FY2004

POMYV protects more of the Fund from overspending than is protected under the

current structure.

0,
*6% realized earnings 5% of average

$1.6 billion

market value for
previous five years

11% unrealized net gains $1.4 billion

$3.0 billion —" $20

0O Unprotected
O Partially protected

® Protected
95% constitutionally

protected under POMYV
$26.6 billion

*83% constitutional!
defined principal
$23.4 billion

Current POMYV
method

*Values as of June 30, 2004 and do not reflect $581 million PFD payment or $170 million
inflation proofing transfer from realized earnings to principal.

What about inflation proofing?

Currently a transfer is made each year to offset the effect of inflation on the Fund's
principal. The earnings of the Fund (17% of the Fund on June 30, 2004) are not

inflation-proofed.

FY94 to FYO03 FYO5 to FY14
actual projected
Total return 7.8 % 7.6 %
Inflation rate 2 .5% 2 .6 %
Real rate of return 5.3 % 5.0 %

If no more than 5% is withdrawn from the Fund each year, the gains that result
from inflation will remain in the Fund. This will inflation proof the entire Fund, and

preserve its purchasing power for future generations.



« Anchorage, Fairbanks, North Slope Borough and Sitka residents voted
to use POMYV for municipal trust accounts.

Private foundations such as the Rasmuson Foundation and the Ford
Foundation are required by the IRS to pay out at least 5% of their
market value.

« 83% of colleges and universities polled by the National Association of
College and University Business Officers use some form of a POMV

payout method.

What are Alaskans asking?

e Will this change leave the principal unprotected?

If the markets were to perform poorly for several years in a row, it is possible that
a small part of what jsed to be known as principal would be available for
appropriation by the Legislature. However, the Legislature is not obligated to
withdraw the full 5 percent available under POMV. In addition, POMV would provide
better protection when the Fund rises in value, as it has for 25 of the last 28 years.

. How will POMV affect my dividend?

It is up to the Legislature to determine whether a new dividend calculation is
appropriate under POMV, and if so what that dividend amount would be.

. Is POMV a raid on the Permanent Fund?

No. The Legislature already has the authority to spend the Fund's realized
earnings, and does spend a portion of the earnings each year when for Permanent
Fund Dividends. POMV would change how the amount available for spending is

determined.
e Why fix the Permanent Fund if it isn't broken?

The Trustees believe that the current structure is broken. Earnings are not
inflation-proofed, the Fund is vulnerable to overspending and the payout structure
is not compatible with the standard asset allocation for an institutional fund. POMV

would address all of these issues.



