


S E N A T E  C O M M I T T E E  R E P O R T

3 /4 /8 8
Mr. President: 

Finance

FURTHER

DATE TURNED INTO OFFICE 3/s?/??

Committee considered

unused airline tickets 

and recommended

[ ] replace with ___  CS_
[ ] or adopt ________  CS_

_) [ ] same title 
’) [ j new title

[ ] attached amendment(s) and 

* ^ d o  pass 

] do not pass 

] no recommendation 

] individual recommendations 

] further referral to _______

] letter of intent adopted

Committee [ •^T’attached or [ ] adopted fiscal note(s) 
[ ] new [ ] updated or [ --^previous

[ ] zero 

MEMBERS SIGNING DO PASS

[ ] fiscal impact

OTHER RECOMMENDATIONS

Chairman signature and recommendation
[ ] Committee Backup attached



r> *v - v

1588
STATE OF ALASKA

LEGISLATIVE SESSION

BILL VERSION: SB 463

PUBLISH DATE! n a . U A

FISCAL NOTE

REQUEST:

Revision Date:________________________

T i t l e : "An Act relating to unused
 airline tickets."

Sponsor: Senator Josephson_______

Requestor: Senate Transportation

EXPENDITURES/REVENUES: (1housands of Dollars)

Agency Affected: Revenue_______

BRU: Income and Excise Audit

Components: Operating

1 1 FY 88 1 FY 85 | FV 80 1 FY SI | FY S2 | FY S3

I OPERATING | | | | | |

I PERSONAL SERVICES 1 - 1 - 1 - 1 - I 1 -

I TRAVEL 1 - 1 - 1 - i - 1 > - [ -

I CONTRACTUAL I V‘ 1 - 1 - 1 - | 1 -

I SUPPLIES 1 - 1 - 1 - 1 - 1 [ -

I EQUIPMENT I - 1 - 1 - 1 - 1 j -

I LANDS & STRUCTURES 1 - 1 - 1 - 1 - i j -

I GRANTS, CLAIMS I - 1 - 1 - 1 - 1 | -

I MISCELLANEOUS 1 - 1 - 1 - j - | j -

I 101AL OPERATING |
X

1 - 1 mm ! — | — | “

I CAPITAL | 1 - 1 * 1 - “T - 1

| REVENUE | - 1 .. (100) (100)| (100) (100)| (100

FUNDING: (Thousands of Dollars)
| GENERAL FUND | - 1 - 1 - 1 - I - -

| FEDERAL FUNDS J - 1 - 1 - i - 1 - 1 -

I OTHER 1 - 1 - 1 - i - 1 - I -

1 TOTAL | - 1 - 1 - 1 - 1 - 1 -

POSITIONS:

1 :ULL-TIME 

I PART-TIME 

I TEMPORARY I

ANALYSIS: (Attach a separate page if necessary)

(see attached analysis)

Prepared By: John Hansen, Audit Supervisor 

Division: Income and Excise Audit Divisi

Approved by Commissioner: Hugh Mai on
Agency: Department of R'evenu "

Distribution (by preparer): 

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency(ies)

v Phone: 468-2300

7 7  Date: 03/02/88

03/02/88

page 1 of 2_



Prepared by: John N. Hansen 

Department of Revenue 

Income and Excise Audit Division 

r 3

SB 463 Fiscal Note Analysis

Alaska adopted the Uniform Unclaimed Property Act (AS.34.45) 1n 
1986. This Act 1s a stro; g piece of consumer protection legislation.

This legislation goes contrary to that act. No other state has excluded 

airline tickets from being considered unclaimed property. The National 

Association of Unclaimed Property Administrators (NAUPA) has been opposed 

to legislation similar to SB 463. Th ;-Department of Revenue Is opposed 

to this legislation.

The Fiscal Note reflects an annual anticipated revenue reduction of 
$100,000. This 1s based on an estimate made from our short history with 

this law. We believe this figure to be quite low, especially as the 
first report year filed will Include all unclaimed tickets to date held 

by the airlines. To date only one A1r Carrier has filed with the 

department and remitted $1-6,000. This air carrier 1s a local one.

Currently there are 22 domestic and 14 International air carriers 
operating 1n Alaska. The department believes the major air carriers 

operating in Alaska have substantial amounts of unclaimed property. This 

property should be turned over to the state so we may locate the owners.



Introduced: 2/16/88
Referred: Transportation

5-1939A

1 IN THE SENATE BY JOSEPHSON BY REQUEST

2 SENATE BILL NO. 463

3 IN THE LEGISLATURE OF THE STATE OF AI.ASKA

4 FIFTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to unused airline tickets."

7 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

8 * Section 1. AS 34.45.760(10) is amended to read:

9 (10) "intangible property"

10 (A) includes

11 (i) money, checks, drafts, deposits, interest,

12 dividends, and income;

13 (ii) credit balances, customer overpayments, gift

14 certificates, security deposits, refunds, credit memos,

15 unpaid wages, [UNUSED AIRLINE TICKETS,] and unidentified

16 remittances;

17 (iii) stocks and other intangible ownership inter-

18 ests in business associations;

19 (iv) money deposited to redeem stocks, bonds,

20 coupons, and other securities, or to make distributions;

21 (v) amounts due and payable under the terms of

22 insurance policies; and

23 (vi) amounts distributable from a trust or custo-

24 dial fund established under a pla n  to provide health, wel-

25 fare, pension, vacation, severance, retirement, death, stock

26 purchase, profit-sharing, employee savings, supplemental

27 unemployment insurance, or similar benefits;

28 (B) does not include

29 (i) unused airline tickets; or

SB0463a -x- SB 463



) shares of stock issued by a corporation 

organized u nder 43 U.S.C. 1601 - 1629a (Alaska Native Claims 

Settlement Act) or [TO] unclaimed dividends payable on the 

shares of stock;

-2- SB0463a



c«* • * • '•i
HHK U/' 'bb Ids Id  kLtVL_H.KWH'<'b

I I I  IF M S B
D E P A R T M E N T  O F  R E V E N U E

SB
STEVE COWPER, GOVERNOR

S T A T E  OF FICE BUILDING 

P.O. BOX SE
JUS'EAU, ALASKA 0981 W O O

June 9, 1987

Ms. Loretta J. Anondson 
Comptroller 
Reeve Aleutian Airways. Inc. 
4700 West International Airport Road 
Anchorage. AK 99502-1091 

Dear Ms. Anondson:

We are In receipt of your letter of April 9, 1907, 1n which you 
Inquire whether ticket monies paid to Reeve Aleutian Airways for travel 
on a second airline, which are not subsequently claimed or underbllled by 
the second airline, are reportable under the Alaska Uniform Unclaimed 
Property Act. Following review of your question, we have concluded that 
such funds are Indeed reportable as miscellaneous Intangible property 
under Alaska Statutes Section 34.45.110.

Your company has taken the position that no money 1s owing to a 
passenger cun1ess he proves to us by an unclaimed coupon that he did tret 
travel." However, Alaska Statutes Section 34.45.110(b) clearly states 
that property 1s reportable notwithstanding the fact that the “owner 
failed to demand the property or t-- present an Instrument or document 
required to receive payment of the property.* Thus, the non-presentment 
of a ticket or the passenger's failure to file a claim with Reeve 
Aleutian Airways does not prevent the ticket monies from becoming 
abandoned and thus reportable.

With respect to your assertion that transportation regulations 
require a passenger or a second airline to claim the ticket monies from 
Reeve Aleutian Airways within a time frame of two to two-and-one-half 
years, even 1f such regulations have been adopted the unclaimed or 
underclalraed ticket monies remain reportable by virtue of the 
ant1-Hm1tat1on provision set forth 1n Alaska Statutes; section 34.45.430 
[“The expiration...of a period of time specified by contract, statute, or 
court order, during which a claim for money or property can be 
made...does not prevent the money or property from being presumed 
abandoned..."].



Hs. Loretta J. Anondson 
JUnt 9, 1987 
Page 2

We can appreciate that the unclaimed or underclalmed ticket monies 
would aid Reeve Aleutian Airways 1n offsetting losses where you have sold 
tickets but collected Insufficient funds, but the Alaska Uniform 
Unclaimed Property Act makes no provision for such 'nett1ngu of items.
The unclaimed or underclalmed ticket monies constitute amounts held and 
owing and must be reported rather than utilized 1n offsetlng 
underpayments.

In summary, we conclude that the unclaimed or underclalmed ticket 
monies are reportable as unclaimed property five years following the date 
of Issuance of the ticket. I have enclosed a set of reporting forms and 
Instructions to facilitate the reporting of these funds; please do not 
hesitate to contact the undersigned 1n the event that'you have any 
addition?! :.:,uest1ons.

Sincerely,

Steven E. Kettel 
Director of Audit 
(907) 455-2320

Enclosure
cc: Brenda Vaughn



Alaska State Legislature
S e n a t e

P.O. BO X  V 

S t a t e  C a p i t o l  

Juneau, Al a sk a

March 15, 1988

M E M O R A N D U M

To: Senate Finance Committee Members
From: Sen. Joe Josephson
Re: SB 463 (Hearing Scheduled for March 17, 1988)

I  introduced SB 463 to remove a i r l in e  t ic k e ts  from 
A la sk a 's  unclaimed property statute. Ex isting  law requires 
that sums equal to  the price of a l l  "unused" a i r l in e  t ic k e ts  be 
paid over by a ir  carriers to  the State f iv e  years from the date 
of t ic k e t  issuance. (In theory, these sums, when paid, are 
received by the State in trust for the passengers who bought 
the t ic k e t s .  Under AS 34.35.310, the State i s  supposed to try 
to lo c a te  those people.)

The la w 's  requirements and procedures as they apply to 
a i r l i n e  t ic k e t s  are i l l o g i c a l  and unreasonable.

1. O rdinarily , such s o -c a l le d  "unused" t ic k e ts  were not 
used on the f l ig h t s  for which they were issued or w ithin the 
ap p lica b le  expiration dates, and so the value of such t ic k e ts  
has been eliminated or reduced under the terms of the 
passenger-carrier contract. In other cases the t ic k e ts  were 
used or redeemed, but through data entry mistakes, the use or 
redemption was not properly recorded.

2. I f  small in -s t a te  a ir l in e s  comply with the Unclaimed 
Property Act, the additional record-keeping burden could 
require them to purchase new equipment and suffer additional 
personnel co sts . These requirements may cause t ic k e t  prices to 
increase. (A irline  marketing techniques —  including the 
introduction of discount and frequent f ly er  programs —  have 
changed r a d ic a l ly  since a ir l in e  t ic k e ts  were included in the 
uniform law developed in  1981). Air carriers suggest that the 
a d d ition a l record-keeping costs they w i l l  bear w i l l  be greater 
than the amount of money that would be produced.

3. As interpreted by the Department of Revenue, the 
Alaska unclaimed property statute would infringe on the 
a i r l i n e s '  a b i l i t y  to  offer lim ited-duration and sp ecial 
r e s t r ic t io n  t ic k e ts .  I f  a carrier  wishes to offer a discounted 
fare for a t ic k e t ,  but require that i t  be used by a certain 
date, or on certain  f l ig h t s ,  i t  should be able to do so. After 
a l l ,  that i s  one of the objectives of a ir l in e  deregulation.

Official Business



4 .  T h e  f i s c a l  n o t e  c o n s i d e r s  o n l y  s u p e r f i c i a l l y  t h e  r e a l  
i m p a c t  o f  S B  4 6 3 .  A s  n o t e d  a b o v e ,  m o n e y  p a i d  o v e r  t o  t h e  S t a t e  
d o e s  n o t  n e c e s s a r i l y  r e m a i n  w i t h  t h e  S t a t e .  I n  a d d i t i o n ,  t h e  
p r e p a r e r  o f  t h e  f i s c a l  n o t e  g a v e  n o  c o n s i d e r a t i o n  t o  t h e  
r e d u c t i o n  i n  a d m i n i s t r a t i v e  c o s t s  t o  g o v e r n m e n t ,  i f  i t  i s  
s p a r e d  t h e  d u t y  o f  d e a l i n g  w i t h  s o - c a l l e d  " u n u s e d "  a i r l i n e  
t i c k e t s  u n d e r  t h e  u n c l a i m e d  p r o p e r t y  l a w  a n d  t r y i n g  t o  l o c a t e  
t h e  p u t a t i v e  " o w n e r "  o f  t h e  " p r o p e r t y " .

C o n c e p t u a l l y ,  t h e  i s s u e  p r e s e n t e d  i s  w h e t h e r  a i r l i n e  
t i c k e t s  s h o u l d  b e  t r e a t e d  t h e  s a m e  a s  s u c h  p r o p e r t y  a s  b a n k  
a c c o u n t s ,  s t o c k  c e r t i f i c a t e s ,  o r  r e a l  e s t a t e ,  w h i c h  a r e  
u n c l a i m e d  p r o p e r t y  u n d e r  t h e  l a w ,  o r  w h e t h e r  t h e y  s h o u l d  b e  
t r e a t e d  t h e  s a m e  a s  t o u r  p a c k a g e s ,  s e a s o n  t h e a t e r  o r  s p o r t s  
t i c k e t s ,  a n d  s i m i l a r  i t e m s ,  w h i c h  a r e  n o t  c o n s i d e r e d  " u n c l a i m e d  
p r o p e r t y " .

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  S B  4 6 3 .  I f  t h e r e  i s  
a n y  o t h e r  i n f o r m a t i o n  w e  c a n  p r o v i d e  b e f o r e  t h e  h e a r i n g ,  p l e a s e  
c o n t a c t  m e ,  o r  D a v i d  F i n k e l s t e i n  o f  m y  s t a f f ,  a t  4 6 5 - 4 5 2 5 .
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March 7, 1988

The Honorable Hugh Malone 
Alaska Department of Revenue 
P. 0. Box SA
Juneau, Alaska 99811-0400

Re: SB 463
Dear Commissioner Malone:

The Unclaimed Property Administrator for the State of 
Alaska, Patty LaPierre, has brought to my attention a b i l l  
now pending in  Alaska which could have substantial impact on 
other s ta te s .  SB 463 apparently excludes unused a ir l in e  
t ic k e ts  from the reporting and remitting requirements of the 
Alaska unclaimed property laws.

No other states exclude unused a ir l in e  t ic k e ts  from their 
laws. In addition, most states have encountered, either 
through le g is la t io n  or l i t i g a t io n ,  attempts to carve out 
exceptions to the unclaimed property laws. In the southwest, 
o i l  and gas companies long resisted unclaimed property 
requirements. In other sta te s, co-ops have attempted to 
avoid turning over abandoned property.

O rd in arily , both the State and i t s  c it iz e n s  suffer as a 
resu lt  of any exceptions to the unclaimed property laws —  
the State, because of a diminution in revenue, and it s  
c it iz e n s ,  because they probably w i l l  not be n o tif ied  about 
their  abandoned accounts.

Another impact to the kind of exception the Alaska 
le g is la tu r e  i s  considering is  that under the United States 
Supreme Court case of Texas v. New Je r se y , 379 U.S. 674 
(1965), any property excepted from coverage by Alaska law may 
then be subject to reporting and remitting under the laws of 
the state of incorporation of the holder (in th is  instance, 
the a i r l i n e ) .  Thus, i f  the property (unused a ir l in e  tick ets) 
i s  not covered by the law of the state of the passenger's 
last-known address, i t  w i l l  probably be covered by the law of 
the state  of incorporation of the a ir l in e  (for example, 
Delaware).
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Moreover, i t  w i l l  be only the c it iz e n s  of Alaska who 
suffer from th is  law, because the laws of the other states 
w i l l  apply when their residents have unused t ic k e ts  for 
Alaskan a ir l in e s .  For example, the unused t ic k e t  of a Texas 
resident tr a v e llin g  on an Alaskan a ir l in e  would s t i l l  be 
subject to Texas unclaimed property laws.

In the past few years, the National A ssociation of 
Unclaimed Property Administrators has worked c lo se ly  with 
corporations required to report in many sta te s. A goal of 
both the states and corporations has been to make the 
unclaimed property laws more uniform —  not complicate 
corporate reporting by state exceptions. On behalf of the 
Association, we hope you and le g is la t o r s  considering SB 463 
w i l l  consider carefu lly  the matters^s^t forth above in  your 
d elib eratio n s.

P A U L A  S M I T H  
V i c e - P r e s i d e n t  ( A c t i n g  P r e s i d e n t )  
N a t i o n a l  A s s o c i a t i o n  o f  U n c l a i m e d  

P r o p e r t y  A d m i n i s t r a t o r s  
D i r e c t o r
U n c l a i m e d  P r o p e r t y  D i v i s i o n  
T e x a s  S t a t e  T r e a s u r y

PS/na
cc: Ms. Patty LaPierre 

Administrator
Alaska Unclaimed Property D iv isio n

M A L O N E
PS



A p r il 9, 1987

State of Alaska 
Department of Revenue 
P.O. Box SA 
Juneau, Alaska 95811

Reference: Unclaimed Property Act

Dear Sir:

This is a rather gray area of interpretation of the Unclaimed Property Act 
and I need a letter of opinion concerning the following situation.

Reeve Aleutian Airways sells tickets to customer which can include travel 
on another airline or airlines. The travel on the other airline is set up in 
our bookv as a liability. When the airline bills us the correct amount or 
more we pay it but when the amount is le6s, then we have a problem with the tax 
regulation. For example if the other airiine bills us more than was collected 
we deduct this amount from our revenue and pay the other airline. If the 
other airline bills us less or lost the ticket and never bills, us do you con­
sider this our additional revenue or do you consider this unclaimed property?

Our position in this matter is that it should be considered our revenue.
We charged the passenger the appropriate amount and no refund is due the passenger 
unless he proves to us by an unclaimed coupon that he did not travel. Only at 
that time is it considered a refund. Until that time all liabilities and revenue 
are considered earned. Transportation regulations require that a passenger must 
complete travel within one year of date of issue and can be refunded in two years, 
thereafter, it is our revenue and their loss. As for the liability the other 
airlines have 2l| years to bill us, otherwise,, it is considered our revenue and 
their loss. This helps to offset our losses when we have sold a ticket and not 
collected sufficient funds to cover the travel.

Your assistance in this matter will be sincerely'appreciated. If you need 
any futher information in order to give us a written opinion, please feel free 
to call me.

Sincerely yours,

Loretta J. Anondson, Comptroller

4700 W. INTERNATIONAL AIRPORT RD. • ANCHORAGE, ALASKA 99502-1091
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Operated by Hermens Air 
Box 7010 • Bethel, Alaska 99559 • (907) 543-4220

March 3, 198B

The Honorable Lloyd Jones 
The State Senate 
Alaska State Capitol 
Senate Transportation Committee 
Juneau, Alaska 99802

Dear Senator Joneei

I am very much in support of Senator Joaephson's legislation to delete 
unused airline tickets from the state's unclaimed property list.

1. Our company writes around 50,000 tickets per year.

2. Four or five tickets per month are unclaimed but are paid for with 
a travel voucher. Those vouchers are voided by the agency, thus 
cancelling the ticket value.

3. We have less than one ticket per month that is paid for but not 
picked up,

4. The average value of our ticket is only $45,00 and the cost of 
tracking these unused tickets for five years would far exceed the 
ticket value.

• * •

5. Each time a passenger makes a reservation the airline is charged 
about $1.50. Each ticket cost approximately ten cents plus the 
cost of the agent writing the ticket.

Therefore, we are not making money on unused tickets.

Stan Hermans 
President

SH/fc
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March 7, 1988

Honorable Lloyd Jones 
Chairman
Senate Transportation Committee 

Dear Senator Jonepi

Reeve Aleutian Airways would like to comment on the Uniform Unclaimed 
Property Act (AS 34,45) that your committee ia reviewing.

Reeve Aleutian Airways did remit $25,109 in miscellaneous open accounts 
with credits due pursuant to Uniform Unclaimed Property Act. The accounts 
varied in dollar value with a vast majority loss than $50.00, I also wish to 
note that the time period Reeve researched and made remittance for exceeded 5 
years. Accordingly, any subsequent remittances pursuant to this act would be 
substantially lass.

Reeve did protest and assert to tha Dept, or Revenue that AS 34.45 created 
a conflict with filed tarirr rules regarding refunds by individuals or claims 
by other airlines. Reeve also argued that with respect to tickets, revenues 
and liabilities were earned. Please note that a credit may be claimed within a 
time frame of two years for an individual and two and one half years by an 
airline for unused ticket coupons,

Reeve charges a passenger the appropriate amounts for travel Including 
taxes, Unless the passenger can prove that he did not travel by presenting an
unused coupon Reeve does not refund money, Reeve does however set up credits 
by passenger name/airline until the entire package of ticket coupons is 
received to debit against credits. Coupons are lost, misplaced, not. matched, 
misfiled, not submitted, etc., etc. Accordingly, there are credits that are 
not cleared during the tariff time period. That certainly does not mean that 
Reeve should Issue a credit nor consider the credits abandoned property. Until 
the expiry of the tariff time period all liabilities and revenues are 
considered earned income.

4 7 0 0  W .  I N T E R N A T I O N A L  A I R P O R T  R D .  •  A N C H O R A G E ,  A L A S K A  9 9 5 0 2



Honorable Lloyd Jonea 

March 7, 1999 
Page 2

Reeve believes that a significant portion of the sum remitted to the State
is earned revenue belonging to Reeve. The Dept, of Revenue considers unmatched
coupons as miscellaneous intangible property that is abandoned and thuo
reportable. Reeve disputes that position. The fact that Reeve remitted sums
does not mean that Reeve concurs nor agrees with the Department’s position.

Please consider the various points and arguments before you carefully. I 
would like to urge the committee to exempt airline ticket coupons from AS

3 4 . 4 5

Thank you

Sincerely,

David A. Jensen*'''-1 
Administrative Vice President

DAJ/kd
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DISCUSSION ON ABANDONED PROPERTY LAW RE: UNUSED AIRLINE TICKETS

H a r k A i r ' s  p o s i t i o n  is t h a t  u n u s e d  a i r l i n e  t i c k e t s  s h o u l d  n o t  b e  c l a s s i f i e d  a s  

a b a n d o n e d  p r o p e r t y .  T h e  m a i n  r e a s o n s  f o r  t h i s  p o s i t i o n  a r e :

I O f  a l l  t h e  a i r l i n e  t i c k e t s  s o l d ,  v e r y  f e w  o f  t h e s e  t i c k e t s  a c t u a l l y

r e s u l t  i n  u n u s e d  t r a n s p o r t a t i o n .

II O f  a l l  t h e  t i c k e t s  s o l d  b u t  n o t  u s e d ,  m o s t  h a v e  a  d e  m i n i m u s  v a l u e .

Ill A c c o u n t i n g  f o r  t i c k e t s  s o l d  o v e r  a n  e x t e n d e d  p e r i o d  c a r r i e s  a

s i g n i f i c a n t  a n d  b u r d e n s o m e  c o s t .

IV T i c k e t s  a r e  s o l d  w i t h  t h e  u n d e r s t a n d i n g  t h e y  a r e  g o o d  f o r  t r a v e l

a n y t i m e  w i t h i n  t h e  s u b s e q u e n t  y e a r  u n l e s s  r e s t r i c t i o n s  a r e  i m p o s e d  o n  

t h e i r  u s e  d u e  t o  s p e c i a l  d i s c o u n t e d  f a r e s .

M a r k A i r  u t i l i z e s  a  c o m p u t e r i z e d  s y s t e m  t o  a c c o u n t  f o r  t h e  s a l e  o f  t i c k e t s  a n d  

p a s s e n g e r  r e v e n u e .  T h e  s y s t e m  m a t c h e s  e a c h  s a l e s  d o c u m e n t  w i t h  i t s  r e l a t e d  

t i c k e t s  b a s e d  o n  t h e  t i c k e t  a n d  c o u p o n  n u m b e r .

A  s i m p l i f i e d  d e s c r i p t i o n  o f  h o w  H a r k A i r ' s  s a l e s  a n d  M a t c h - U s e  A c c o u n t i n g  S y s t e m  

w o r k s  m a y  b e  h e l p f u l  a t  t h i s  p o i n t .

A  p a s s e n g e r  t i c k e t  o r  e x c e s s  b a g g a g e  t i c k e t  i s  p r e p a r e d  a t  a  M a r k A i r  t i c k e t  

c o u n t e r ,  c i t y  t i c k e t  o f f i c e  o r  a n y  o f  f i v e  h u n d r e d  p l u s  t r a v e l  a g e n c y  l o c a t i o n s  

a u t h o r i z e d  t o  i s s u e  t i c k e t s  o n  M a r k A i r .  A n  a c c o u n t i n g  c o p y  o f  t h e  t r a n s a c t i o n
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i s  s u b m i t t e d  t o  t h e  A n c h o r a g e  a c c o u n t i n g  o f f i c e  f o r  r e c o r d i n g  i t s  v a l u e ,  t a x e s ,  

r o u t i n g  a n d  o t h e r  d a t a  b y  t i c k e t  n u m b e r .

T h e  t i c k e t  n u m b e r ,  a l o n g  w i t h  i t s  v a l u e  a n d  i s s u e  d a t e  b e c o m e s  t h e  b a s i s  o f  a  

M a t c h - U s e  f i l e  a n d  g e n e r a l  l e d g e r  t r a n s p o r t a t i o n  l i a b i l i t y  a c c o u n t .  A s  a  f l i g h t  

c o u p o n  i s  u s e d  b y  t h e  p a s s e n g e r ,  t h e  c o u p o n  i s  p r o c e s s e d  i n t o  t h e  f i l e  u s i n g  i t s  

f o u r t e e n  d i g i t  t i c k e t  n u m b e r .  T h e  s y s t e m  w i l l  t h e n  m a t c h  t h e  c o u p o n  t o  a  s a l e s  

r e c o r d  a n d  r e d u c e  t h a  l i a b i l i t y  v a l u e  o f  t h e  f i l e  a n d  t h e  g e n e r a l  l e d g e r  f o r  t h e  

a m o u n t  o f  t h e  t i c k e t .

T h e  e n t i r e  s a l e s  r e c o r d  f o r  e a c h  t i c k e t  w i l l  r e m a i n  i n  t h e  f i l e  u n t i l  o n e  o f  t w o  

e v e n t s  o c c u r :  ( 1 )  a l l  c o u p o n s  a r e  m a t c h e d  o f f  o r ,  (2)  t h e  r e c o r d  b e c o m e s

f i f t e e n  m o n t h s  o l d ,  a t  w h i c h  t i m e  t h e  r e m a i n i n g  o p e n  c o u p o n s  a r e  r e m o v e d .

T h e  c h e c k s  a n d  b a l a n c e s  i n  t h e  s y s t e m  i n c l u d e  a  c o m p u t e r i z e d  f i l e  w h i c h  p r o v i d e s  

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

t h e  t r a n s p o r t a t i o n  l i a b i l i t y  a c c o u n t  i n  t h e  g e n e r a l  l e d g e r .  O n  a  m o n t h l y  b a s i s ,  

t h e  g e n e r a l  l e d g e r  a c c o u n t  i s  r e c o n c i l e d  t o  t h e  c o m p u t e r  f i l e ,  w i t h  a c c e p t e d  

d i f f e r e n c e s  r e s u l t i n g  i n  r e v e n u e  a d j u s t m e n t s .

S i n c e  t h e  m o n t h l y  r e v e n u e  d o l l a r s  a r e  e n t i r e l y  c o n t r o l l e d  w i t h i n  t h e  c o m p u t e r  

s y s t e m ,  t i c k e t s  w h i c h  a r e  u s e d  b u t  a r e  n o t  p r o c e s s e d  f o r  w h a t e v e r  r e a s o n ,  a r e  

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

t r a n s p o r t a t i o n  l i a b i l i t y  a n d  u n d e r s t a t e m e n t  o f  r e v e n u e .  U n m a t c h e d  t i c k e t s  

h a v i n g  o n  i s s u e  d a t e  i n  e x c e s s  o f  f o u r t e e n  m o n t h s  f r o m  t h e  c u r r e n t  m o n t h  a r e  

r e c o r d e d  a s  r e v e n u e .

T h e  m a j o r  a r e a s  w h i c h  c a u s e  r e v e n u e  t o  a g e - o f f  r a t h e r  t h a n  b e  m a t c h e d - o f f  a r e  a s

f o l l o w s :

1 4 9 6 Q - 2

0 3 - 1 6 - 8 8



1. F a i l u r e  t o  l i f t  f l i g h t  c o u p o n s  a n d  e x c e s s  b a g g a g e  c o u p o n s  f r o m  p a s s e n g e r s  

m a k e s  i t  i m p o s s i b l e  t o  r e m o v e  t h e m  b y  t h e  m a t c h - u s e  p r o c e s s  f r o m  t h e  s a l e s  

r e c o r d .

2 .  L o s s  o f  e n t i r e  f l i g h t  e n v e l o p e s  c o n t a i n i n g  t h e  f l i g h t  c o u p o n s  l i f t e d  f r o m  

p a s s e n g e r s  r e s u l t s  i n  u s e d  M a r k A i r  f l i g h t  c o u p o n s  n o t  b e i n g  m a t c h - u s e d  o f f  

t h e  s a l e s  r e c o r d .

3 .  F a i l u r e  o f  h e a d q u a r t e r s  a c c o u n t i n g  p e r s o n n e l  a n d  t h e  s y s t e m  t o  m a t c h  u s e d  

f l i g h t  c o u p o n s  o f f  t h e  s a l e s  r e c o r d  b y :

a) F a i l u r e  t o  p r o c e s s  c o u p o n s / d a t a .

b )  K e y p u n c h  e r r o r  i n  f o u r t e e n  d i g i t  t i c k e t  n u m b e r .

c )  U n a b l e  t o  r e a d  t h e  f o u r t e e n  d i g i t  t i c k e t  n u m b e r .

4 .  F a i l u r e  f o r  o t h e r  a i r l i n e s  t o  b i l l  M a r k A i r  b e c a u s e  o f  s i m i l a r  m i s h a n d l i n g  

p r o b l e m s  a s  m e n t i o n e d  i n  3.

5 .  T i c k e t s  w h i c h  a r e  r e f u n d e d  b u t  a r e  n o t  r e m o v e d  f r o m  t h e  s a l e s  r e c o r d  b e c a u s e  

o f  t h e  a b s e n c e  o f  a p p l i c a b l e  t i c k e t  a n d  c o u p o n  n u m b e r .

6 . R e f u n d s  o f  " A g e d "  s a l e s .  R e f u n d s  o f  t i c k e t s  o v e r  f o u r t e e n  m o n t h s  i n  a g e  a r e  

m a d e  a n d  a c c o u n t e d  f o r  i n  t h e  c u r r e n t  a c c o u n t i n g  p e r i o d .  N o  a d j u s t m e n t s  f o r  

t h e s e  r e f u n d s  c a n  e v e r  b e  m a d e  t o  a  c l o s e d  r e c o r d .
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7. U n s u p p o r t e d  e x c h a n g e  u s e  t i c k e t s  n o t  b e i n g  r e m o v e d  f r o m  t h e  s a l e s  r e c o r d  

b e c a u s e  t h e  a p p l i c a b l e  t i c k e t  a n d  c o u p o n  n u m b e r s  w e r e  n o t  a v a i l a b l e .

A d j u s t m e n t s  t o  t h e  t r a n s p o r t a t i o n  l i a b i l i t y  a c c o u n t  a r e  a l s o  r e q u i r e d  t o  a d j u s t

t h e  s a l e s  r e c o r d  f o r  f a r e  c h a n g e s ,  r e f u n d  f e e s  a n d  c o m m i s s i o n  e x p e n s e  p a i d  t o  

t r a v e l  a g e n c i e s .

A n  a n a l y s i s  o f  t i c k e t  s a l e s  a n d  l i f t  p r o c e s s i n g  h a s  b e e n  p e r f o r m e d  t o  d e f i n e

w h a t  a c c o u n t s  f o r  t h i s  f a i l u r e  t o  a c h i e v e  m a t c h e d  u s e  r e m o v a l :

A b o u t  s i x t y - t h r e e  p e r c e n t  o f  u s e  a g a i n s t  M a r k A i r  s a l e s  i s  f r o m  L I F T  u s e .

P a s s e n g e r  c o u p o n s  c a n  b e  l i f t e d  b y  M a r k A i r  p e r s o n n e l  i n  s e v e r a l  a i r p o r t

l o c a t i o n s .  F o r  p a s s e n g e r  c o n v e n i e n c e  a n d  t o  r e l i e v e  c o n j e s t i o n ,  s o m e  f l i g h t  

c o u p o n s  m a y  b e  l i f t e d  a t  t h e  p o d i u m  i n  t h e  g a t e  w a i t i n g  a r e a  a n d  s o m e  a r e  l i f t e d  

b y  t h e  i n f l i g h t  a t t e n d a n t s  a t  t h e  d o o r w a y  t o  t h e  p l a n e .  A l l  c o u p o n s  f o r  t h e  

s a m e  f l i g h t  a r e  c o n s o l i d a t e d ,  p u t  i n t o  a  f l i g h t  e n v e l o p e  a n d  s e n t  i n t o  t h e  

A n c h o r a g e  a c c o u n t i n g  o f f i c e .

T h e  f l i g h t  e n v e l o p e s  a r e  c h e c k e d  a g a i n s t  a  f l i g h t  r o s t e r .  C o u p o n s  i s s u e d  b y

o t h e r  a i r l i n e s  a r e  s e p a r a t e d  f r o m  t h o s e  i s s u e d  b y  M a r k A i r .  T h e  o t h e r  a i r l i n e  

s a l e s  c o u p o n s  a r e  i n p u t  a n d  p r o c e s s e d  t o  t h e  b i l l i n g  s y s t e m .  M a r k A i r  l i f t

c o u p o n s  a r e  i n p u t  a n d  p r o c e s s e d  t o  b e  m a t c h e d  t o  t h e  s a l e s  r e c o r d  c o m p u t e r

f i l e .

A p p r o x i m a t e l y  t w e n t y - n i n e  p e r c e n t  o f  H a r k A i r ' s  s o l d  f l i g h t  c o u p o n s  a r e  u s e d  f o r  

f l i g h t s  o n  o t h e r  a i r l i n e s .  T h e  o t h e r  a i r l i n e s  t h e n  b i l l  M a r k A i r  f o r  t h e s e  u s e d  

f l i g h t  c o u p o n s .  T h e  b i l l e d  c o u p o n  n u m b e r s  a r e  e n t e r e d  i n t o  o u r  s y s t e m  t o  

m a t c h - o f f  u s e  f r o m  t h e  c o m p u t e r  s a l e s  r e c o r d  f i l e .  A  m a j o r  p r o b l e m  e n c o u n t e r e d
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h e r e  i s  t h a t  m a n y  t i m e s  a n  a i r l i n e  w i l l  b i l l  m u l t i p l e  c o u p o n s  f o r  t h e  s a m e  

t i c k e t  b u t  i n d i c a t e  o n l y  o n e  c o u p o n  n u m b e r  w i t h  t h e  e n t i r e  b i l l i n g  o n  t h e  o n e  

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

f i l e .

R e f u n d s  a r e  m a d e  a t  t i c k e t  c o u n t e r s ,  t i c k e t  o f f i c e s ,  a t  t r a v e l  a g e n c i e s  a n d  i n  

t h e  A n c h o r a g e  a c c o u n t i n g  o f f i c e .  W h e n  r e f u n d s  a r e  m a d e ,  t h e  r e f u n d e d  c o u p o n s  

a r e  b a t c h e d  a n d  s e n t  t o  d a t a  i n p u t  s o  t h a t  t h e  t i c k e t  a n d  c o u p o n  n u m b e r s  c a n  b e  

i n p u t  t o  r e l i e v e  t h e  s a l e s  r e c o r d s .  T h e r e  h a v e  a l w a y s  b e e n  a  n u m b e r  o f  

d i f f i c u l t i e s  p r o c e s s i n g  r e f u n d e d  c o u p o n s  t o  t h e  c o m p u t e r  f i l e .  T h e  r e f u n d s  a r e  

m a d e  b u t  t h e  c o u p o n s  m a y  g o  t o  s t o r a g e  p r e m a t u r e l y  w i t h o u t  t h e  u s e  ( r e f u n d )  

b e i n g  p r o c e s s e d  a g a i n s t  t h e  s a l e s  r e c o r d  f i l e .  S o m e  r e f u n d s  m a d e  i n  t h e  f i e l d  

a r e  m i s s i n g  e n t i r e  o r  p a r t i a l  c o u p o n  a n d  t i c k e t  n u m b e r s  o r  w e  a r e  u n a b l e  t o  r e a d  

t h e m .  O t h e r  r e f u n d s  a r e  m a d e  t o  p a s s e n g e r s  w h o  h a v e  l o s t  t h e i r  f l i g h t  c o u p o n s  

a n d  w e  a r e  u n a b l e  t o  d e t e r m i n e  t h e  c o m p l e t e  t i c k e t  o r  c o u p o n  n u m b e r .

T h e  e x c h a n g e  o f  o n e  t i c k e t  f o r  a n o t h e r  t i c k e t  c r e a t e s  a  n e w  s a l e s  r e c o r d .  W h e n  

f l i g h t  c o u p o n s  a r e  e x c h a n g e d  f o r  n e w  t r a n s p o r t a t i o n ,  t h e  e x c h a n g e d  f l i g h t  

c o u p o n s  a r e  n o r m a l l y  a t t a c h e d  t o  t h e  n e w  s a l e s  r e c o r d s  a n d  s e n t  i n t o  t h e  

a c c o u n t i n g  o f f i c e  t o  p r o c e s s  b o t h  t h e  " u s e "  o n  t h e  o l d  s a l e  a n d  t o  e s t a b l i s h  a  

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

o l d  f l i g h t  c o u p o n ,  t h e  n e c e s s a r y  t i c k e t  a n d  c o u p o n  n u m b e r  r e q u i r e d  t o  c l e a r  t h e  

o l d  r e c o r d  i s  a b s e n t  a n d  t h e  t r a n s p o r t a t i o n  l i a b i l i t y  i s  i n c o r r e c t l y  

o v e r s t a t e d .

A p p r o x i m a t e l y  n i n e t y - n i n e  p e r c e n t  o f  u s e  i s  p r o p e r l y  a p p l i e d  i n  t h e  n o r m a l  

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



t a k e n  a s  a g e d  r e v e n u e  b e c a u s e  w e  k n o w  t h e  p r o b l e m s  a n d  e r r o r s  w h i c h  e x i s t  i n  t h e  

h a n d l i n g  o f  u s e d  t i c k e t s .  M a r k A i r  h a s  a l w a y s  b e e n  c o n c e r n e d  a b o u t  u s e  

p r o c e s s i n g  e r r o r s ,  b u t  i t  h a s  n e v e r  b e e n  e c o n o m i c a l l y  j u s t i f i a b l e  t o  s e e k  a  

h u n d r e d  p e r c e n t  a c c u r a c y  f r o m  t h e  m a n y  e m p l o y e e s  h a n d l i n g  t r a n s a c t i o n s  m a n y  

t i m e s .

W h i l e  n e a r l y  a l l  t i c k e t s  s o l d  a r e  u s e d  b y  t h e  p a s s e n g e r ,  s o m e  v e r y  s m a l l  

p e r c e n t a g e  r e m a i n  u n u s e d .  S i n c e  w e  r e f u n d  e x p i r e d  t i c k e t s  a s  w e l l  a s  l o s t  

t i c k e t s ,  u n u s e d  a n d  u n r e f u n d e d  t i c k e t s  a r e  m o s t  l i k e l y  o f  l i t t l e  v a l u e .  W e  h a v e  

f o u n d  p e o p l e  g e n e r a l l y  s e e k  r e f u n d s  o n  u n u s e d  t i c k e t s  o f  a l m o s t  a n y  v a l u e ,  

h o w e v e r ,  r e f u n d  f e e s  a n d  a d j u s t m e n t s  f o r  b r e a k i n g  r e s t r i c t i o n s  o n  d i s c o u n t e d  

t i c k e t s  e . g . ,  w e e k e n d e r  o r  s u p e r s a v e r  f a r e s ,  m a k e  t h e  n u i s a n c e  o f  a p p l y i n g  f o r  

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

A c c o u n t i n g  f o r  s o l d  t i c k e t s  o v e r  a n  e x t e n d e d  p e r i o d  c a r r i e s  s i g n i f i c a n t  c o s t s .  

T h e s e  c o s t s  a r i s e  f r o m  r e c o r d  k e e p i n g ,  r e s e a r c h ,  a u d i t i n g  a n d  s t o r a g e .  F o r  a  

c a r r i e r  l i k e  M a r k A i r ,  t h i s  c o s t  t o d a y  v/o u l d  i n v o l v e  a d d i n g  a d d i t i o n a l  p e r s o n n e l ,  

r e c o r d  s t o r a g e  s p a c e  a n d  c o m p u t e r  p r o c e s s i n g  a n d  s t o r a g e  c a p a b i l i t y .  T h e s e  

c o s t s  w o u l d  c o n t i n u e  t o  r i s e  o v e r  t h e  y e a r s  a s  a d d i t i o n a l  s a l e s  r e c o r d s  c o n t i n u e  

t o  b e  a d d e d  t o  h i s t o r i c a l  f i l e s .  S m a l l  c a r r i e r s  w i t h o u t  a  c o m p u t e r i z e d  

m a t c h - u s e  s y s t e m  w o u l d  b e  f o r c e d  t o  a d d  p e r s o n n e l  a n d  c o m p u t e r  h a r d w a r e  a n d  

s o f t w a r e  t o  d e v e l o p  a  s i m i l a r  c a p a b i l i t y .  T h e  r e s u l t  w o u l d  b e  t h e  e v e n t u a l  

r e s o l u t i o n  o f  m o s t  u n u s e d  t i c k e t s  a s  m i s p r o c e s s e d  o r  m i s h a n d l e d  o r  u n u s e d  

d i s c o u n t e d  t i c k e t s  w h i c h  t h r o u g h  t h e  p a s s a g e  o f  t i m e  m a y  h a v e  n o  r e f u n d  v a l u e .

f i n a l l y ,  s i n c e  t i c k e t s  a r e  g e n e r a l l y  v a l i d  f o r  o n e  y e a r  a f t e r  p u r c h a s e ,  b e i n g  

f o r c e d  t o  r e f u n d  u n u s e d  t i c k e t s  m a n y  y e a r s  a f t e r  t h e y  a r e  s o l d  i n f r i n g e s  o n  t h e  

c o n t r a c t  m a d e  b e t w e e n  t h e  a i r l i n e  a n d  t h e  t i c k e t  p u r c h a s e r .  T h e  a i r l i n e  w i l l
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h a v e  p r o v i d e d  t h e  a v a i l a b i l i t y  o f  t r a n s p o r t a t i o n  f o r  t h e  y e a r  a f t e r  p u r c h a s e  a n d  

i n c u r r e d  t h e  c o s t s  a s s o c i a t e d  w i t h  p r o d u c i n g  t h e  s e r v i c e  a n d  s q h e d u l e .  W h e t h e r  

t h e  t i c k e t s  a r e  u s e d  o r  n o t ,  a i r l i n e s  w i l l  h a v e  h e l d  u p  t h e i r  s i d e  o f  t h e  

c o n t r a c t  a n d  o n e  y e a r  l a t e r  i f  t h e  t i c k e t  h a s  e x p i r e d  t h e y  d e s e r v e  t o  r e t a i n  t h e  

v a l u e  o f  t h e  t i c k e t  a n d  n o t  b e  r e q u i r e d  t o  i n c u r  t h e  c o s t s  t o  t r a c k ,  a u d i t  a n d  

r e s e a r c h  o l d  t i c k e t s  f o r  y e a r s .
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