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Date: February 15, 2001

To: Representative John Coghill
Chairman, House Stale Affairs Committee

From: Representative Andrew Halcro

Re: Hearing Request - HB 123

I respectfully request the House State Affairs Committee schedule HB 123 - "An
Act relating to the use offrequentJ'lyer miles or another bonus earned on travel
paidfor by the state” for a committee hearing at your earliest convenience.

This legislation would save the State of Alaska on transportation expenses by
utilizing travel awards earned by state employees on official business travel for
subsequent state travel. Additionally, some travel agents have indicated state
employees may not be selecting the least expensive carrier option when traveling
on slate business because they want to accrue frequent flyer miles on their
preferred carrier.

Attached for your information is the referral packet including a copy of the
legislation, sponsor statement, travel expenditures compiled for recent fiscal
years, and a copy of the applicable federal travel regulations.

Please contact Kevin Hand of my staff at x4939 as needed.

Thank your for your consideration.

E-Mail: !<eprcscnl;ilive_Andrew_llalcrn@]li;gis.stale.ak.ns
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HB 123

”An Act relating to the use of frequent flyer miles or another bonus earned on travel paid for
by the state.”

Sponsor Statement

The State of Alaska spent more than $15.7 million on employee transportation in the recent fiscal
year. The public dollars spent on state business travel have been steadily trending upwards.

The State of Alaska presently has no policy regarding the utilization of mileage benefits accrued
by state employees while on state business. HB 123 would require a state employee who accrues
frequent flyer miles while on state travel to utilize any incentives received for future official state
business travel. The incentives earned while on state funded travel are rightfully the property of
the State of Alaska and should be utilized for the future benefit of the state.

This legislation has two purposes. First, to save the State of Alaska on travel expenses by
utilizing travel awards earned by state employees on subsequent state travel. Second, travel
agents have indicated state employees may not be selecting the least expensive carrier option
when traveling on state business because they want to accrue frequent flyer miles on their
preferred carrier.

HB 123 docs not present any record keeping burden on state agencies or airlines. Instead, the
onus is on the employee to comply with provisions of the legislation. Enforcement would be
through the state ethics code as personal use of slate accrued miles would be an inappropriate
utilization of state resources for personal benefit.

The federal government requires frequent flyer miles accrued by federal employees on official
travel to be utilized for the benefit of the federal government (See 41 CFR 310.53). However, the
federal standard includes criminal sanctions and fines that are not present within HB 123. This
legislation would make Alaska laws parallel the federal regulations without the burdensome
paperwork and reporting requirements of the current federal standard. Many state governments,
including the majority of western states, have implemented similar programs. HB 123 would be
the least intrusive and troublesome standard applied.

The passage of HB 123 represents an effective tool to attain real cost savings to the State of
Alaska without the creation of a expensive, burdensome program to realize those savings.

E-Mail: Reprcsentiiiive_Aiulrew_Halcro@Icgis.statc.ak.us
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You requested information on state expenditures for air travel. Specifically, you were interested
in how much the slate spent for each of the past two fiscal years for which data are available.

We sent you several previous legislative reports to answer your questions regarding business-
related mileage benefits of Alaska state employees.l1 The previous reports also provide
information about how the federal government regulates mileage benefits and attempts by private
industry to obtain mileage awards accrued by employees through business-related travel.

Table 1 provides approximate transportation costs for state executive branch employees during
the first two quarters of fiscal year 1999, and during fiscal year 1998. "Transportation costs"
include expenditures for travel including air, ferry, train, and bus. According to Debbie Bump at
the Department of Administration, Division of Finance, the cost of air transportation alone is not
available. She reports however, air transportation is the predominant method of travel used by

state employees.

Table 1: Transportation Costs for Alaska Executive Branch
Employees

ld¢and 2rd Quarters of FY99, and FY98
(thousands of dollars)

In-state Out-of-state
Year Transportation Transportation Total
18land 2™ Quarters,
Fyo9 $6,080.4 $1,338.4 $7,418.8
FY98 $12,027.6 $2,950.3 $14,977.9

Notes; Figures do notinclude costs incurred by employees of the University of Alaska, car rentals, or per

diem. Figures include air travel costs, as well as costs from other means of travel such as ferry, train,

and bus.

Source: Alaska Department of Administration, Division of Finance, (Debbie Bump, Administrative

Services Manager, 465-5615).

I hope you find this information useful. Please do not hesitate to contact us if you have questions
or need additional information.

' Previous legislative reports on employee travel and mileage benefits include 'State Travel Procedures Summary.'
compiled InApril 1997; "Frequent Flyer Program for State Employees,' Research Request 94.016; 'Airline Refunds and
Awards Regarding State Employee Travel,' Research Request 90.045, and "State Employee Travel,’ Research Request

89.396.

Legislativeresearch Report9.032 January27,1999- Page 1
Alaska Travel Expendituresand Employee M i leage Benefits
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Subject: Airline Miles
Date- Tue, 13 Feb 2001 18:30:57
Front: "harold frank™ <apasdu@hotmail.com>
To: Representative_Andrew_Halcro@Ilegis.state.ak.us

Dear Representative Halcro:

I support and applaud your efforts to capture airline miles that State
workers and legislators receive when traveling on State of Alaska business.
So many of the State of Alaska employees and legislators are frequent fliers
traveling on State business and the airline miles they receive are used for
personal trips such as vacations, etc., etc. Like you, | believe the
benefits received from business travel by public servants should remain
public property and not become personal property of the employee. |
understand that the employees and legislators are reluctant to accept such
views, but if this is part of a compensation package, then the employee
bargaining units need to accept that when pay raises and compensation are
negotiated, then airline miles should be on the table, also. | don't think
I need to address the legislators travel because you folks live in a glass

house already.

I would like to cite a couple of examples to you of how ridiculous and
ludicrous this perquisite offered and accepted by public servants can be at

times. | used to be involved in the private sector and became a Gold Card
Member of the Alaska Airlines Mileage Plan (A perg the company was thinking
of capturing, | might add.). One time, | was traveling from Juneau to

Anchorage and the announcement came over the intercom that all Gold Card and
MWP members could board. Almost the whole lobby stood up to get on the

plane and a huge majority of the MW crowd were State employees. It dawned
on me then that maybe these public servants should be using the airline
miles for public business. On another occasion, | overheard the flight
attendants say to another, "Do not announce that MWP customers may board.
The whole group holds MW cards.” | found that amusing and ironic that
almost the whole plane from Juneau to Anchorage was State employees on
business trips. | think you get my point.

I was employed by the Federal government when the Internal Revenue Service
determined that airline miles were compensation for the employee and,
therefore, subject to taxes. So the privelege was removed because the value
of compensation (i.e. vacation trips to choice of destination) could not be
determined. The IRS viewed this as added compensation and couldn't gauge
how the airline miles would be used. The value of the tickets for cashing
in airline miles changed with the seasons and competitive airline rates, so
the privelege was removed from me as a Federal employee. In other words,
cashing in 40, 000 air miles for a trip to Mexico or Bostonhad asliding
scale depending on the season or even the airlines.

I have heard the argument that this "compensates"” the State employee for
traveling in off times. That is a hollow argument. Supposedly, the
employee's bargaining unit makes sure they are fairly compensated when
budgets and pay raises are negotiated. Besides, if you look at the average
frequent flier that is a State employee, you will find that they are usually
mid- to top-level managers in a professional series and their compensation
packages should be adequate. The professional, or exempt employees have
enough compensation that "off" hour travel should be expected of the

employee. That is why they are salaried and compensated so well. As for
the non-professional series employees, from what | recall as a supervisor of
such individuals, the employment law was designed so that I, as a

supervisor, could not abuse the employee. There arj enoughregulations in
place to protect non-professional employees.

I have observed that State employees "expect" these miles as compensation
for "traveling" outside of business hours and think it is their "right" to

2/13/01 12:18 PM
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receive these benefits. | use quotes because | have had this discussion
with several State employees each time the State Legislature considers
capturing the air miles earned by each individual. 1t is logical to assume
that airline miles earned on State of Alaska business bya public servant

should be captured by the State.

If the employees argue to retain this perq, then each time the legislature
discusses employee compensation adjustments for the new fiscal year, this
type of compensation item should be mentioned in the same breath. The
average person cannot afford to take their whole family to Disneyland using

airline miles. Most State of Alaska frequentfliers can afford this. To my

way of reckoning, a family of four can expectto pay anywhere from 2,000 to
5,000 dollars on a trip to and from Disneyland in airfares. The State
employees receive airline miles for this type of vacation for what most of
us would call, "...just doing my job....". I wish | could receive such
benefits for just doing my job. For the State employees, wouldn't the
earned airline miles be better spent on business trips?

The argument is also made that State employees aren't paid enough for the
jobs they do, so airline miles compensates them for this inconvenience. |

also believe this argument is hollow. State workers are renowned and envied

for their medical, dental and retirement packages. | don't know if airline
miles fits in there anywhere, but it looks tome as if the airline miles is
a privilege and not a right. Besides, if theState employee is so
"inconvenienced” with travel, perhaps they should go elsewhere for

employment. | can think of a couple hundred people that would gladly accept

such employment packages for "...just doing my job..

I hope my letter of support inspires you to complete what you have stari ed.
There are ways to capture the airline miles that State employees receive
from business travel that are not too intrusive. The private company I
worked for considered using one travel agent that forwarded the airline
miles earned by me on company business to the company for future business
travel. The Federal government has this system already in place. The
Federal government issues airline mileage cards to those frequent flier
employees and captures the mileage earned in to one account for use upon
demand. | do not believe it is unreasonable to expect the same from State
of Alaska public sector employees. Besides, in a shrinking economy, your
idea to capture this benefit is timely.

Harold Frank, Jr.
Ph:  (907) 789-0952
e-mail: apasdu@hotmail.com

Get your FREE download of MSN Explorer at http://explorer.msn.com

2/13/01 12:18PM
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Sub[%ect: FREQUENT FLYER MILES
afe: Tue, 13 Feb 2001 12:04:48 -0900
From: "JOSEPH FORD" <anjjf@uaa.alaska.edu>
To: <Representative_Andrew_Hnlcro@ legis.state.ak.us>

Hi

| saw the art|cl in the Daily News today regardin ou r.bi]l and | wanted
?et ou _know ﬁP port your ﬁosel?fan g retir c] from the Ug
oast uard in 1 have” a o Icy, (at t h t time). reqrad mq

wnersnip of the m|Ie You may wan to check n see With ome of the
ederal agencies are |ng

| will be following your progress with this bill,
Sincerely,

Joseph J. Ford

1ofl 2/13/01 12:47 PM
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James & Mildred Tapscott

P. 0. Box 871276 (907)376-5571
W asilla, AK 996R7 mitap @ alaska.net

Februaruy 22. 2000

Rep. Andrew Halcro

Alaska State Legislature

State Capitol

Juneau, Ak. 99801 1182

Subject: HB279 - Frequent flyer miles

We are enclosing various articles and letters regarding the frequent flyer miles - dating back to
March 1991

We feel very strongly that this mileage belongs to the state and not to anyone individual who
happens to be on the state payroll. If the legislature is sincere about the so-called budget gap,
why don’t they resolve this flagrant abuse of the taxpayers money?

So please hang in there and don’t let HB279 fall thru the cracks.

Sincerely,

Millie & Jim Tapscott

Enel: various ff mileage documents
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March 12, 1991

Honorable Walter J. Hickel
Governor, State of Alaska

Pouch A
Juneau, Alaska 99809

Dear Governor Wally:

In su?port 0f Your fat-cutting efforts, Millie and | would
like to suggest that the subject of airline frequent flyer
mHeage awards be examined to possibly reduce state employee
travel costs. H5 £

When we hear state workers brag about free trips to Tahiti,
Mazatlan, Hawaii, etc. on tax payers monies, we cannot help
but wonder why those freafuent flyer mileage awards could not
be placed in _Some sort of state ‘pool to be utilized for other

official business travel.

We understand that this subgect surfaced during Governor
Sheffield’s term but did nof see the light of day.

Surely there is a way the airlines and the state can come to
some kind of an agreément to effect a considerable savings in
future official travel costs.

We hope you will appoint staff to

Wasilla, Alaska 99687



P. 0. Box 240223
Douglas,AK 99824-0223

January 21, 2000

Rep. Andrew Halcro
Alaska House of Representatives
Juneau, AK

Dear Sir:

This is in reference to your letter to the editor
in Thursday's EMPIRE concerning HB 279, requiring fre-
qguent flyer miles awarded to State employees, traveling
at State expense, to use those "miles" to the benefit
of the State.

As a former State employee, who did considerable

traveling by air (although not at a time when "frequent
flyer"™ miles were awarded), | whole-heartedly support your
proposed legislation.

As to the argument State employees travel on their
own time, are away from their families, etc., and should
be compensated with a "freebie" or over-time pay this
is a "non-call."

State employees are reasonably well paid (although

there are those who would say otherwise!), and receive
an excellent per diem rate.

If your job <calls for traveling, so be it. An em-
ployee knows what is required. If traveling is not ac-
ceptable or inconveniences his or her personal Ilife, do

something else!

A side issue would be that awarding "frequent flyer"
miles to State employees allows them to accumulate miles
to the extent it is detrimental to any other airline com-
ing to Juneau, even though a competing airline might also
offer "FFMS". Employees who already have substantial
mileage will not switch, even if costs are less. (This

was very evident during MARKAIR'S venture in the Juneau
market .)

I do not know the details of HB 279, but would suggest
-hat a State "FFM" account be established to bank all "FFM"
to a State account.

Yours truly,
1

ji f
Robert P. lIsaac



Anchorage Daily News frtiAy ,

2-Cco

Voice ofl

The Anchorage Times

~ Publisher: BILL). ALLEN _
"Believing in Alaskans; pulling Aluskafirst"

Editors: DENNIS FRADLEY; PAUL JENKINS; WILLIAM J. TOBIN

The /Inchomse Times Commentary in Oita segment of tho Anchorage Daily News does not represent the
views of the Daily News. It ta written and published under an agreement with farmer ownws of The
Times, in the interests of preserving a diversity of viewpoints in the community.

Economic travel

 TSA QUEST|ON that’s been asked since airlines first began

awarding frequent flyer bonuses: Why can state employees, who
accrue bonus miles while traveling on official business, use those
free tickets for personal travel?

Its a matter that Rep. Andrew Halcro ofAnchorage hopes to ad-
dress this session. The Republican lawmaker wants state workers
to be restricted in their use of free mileage, similar to the way Uncle
Sam limits federal employees.

There is no law on the books now that prevents state workers
from using bonus miles for vacation trips or other personal travel.
In other words, there is no requirement that these miles — earned
while traveling at public expense — be used to help offset the cost of
future state travel.

That’ not the case with federal employees. They are required to
use accrued mileage benefits for subsequent official travel assign-

ments. According to federal law, any pro-
motional benefits an employee receives
in connection with official travel are con-
sidered the property ofthe government.

But state employees can keep what
they get

Halcro says this contributes to the
high cost of state travel. “Some travel
agents,” he said, “have indicated state
employees may not be selecting the least
expensive carrier option when traveling
on state business because they want to
accrue frequent flyer miles on their pre-
ferred carrier”

He has introduced a bill to stop that. The measure, HB279, mim-
ics the federal law. It says any state employee who accrues mileage
benefits would be obligated to use them to offset the cost of future
official travel on state business.

It would be up to individual employees to comply with the re-
quirements, under provisions ofthe state ethics code —thus avoid-
ing burdensome record keeping by state agencies or airlines. Under
this proposal, personal use of state-accrued mileage benefits would
be considered an inappropriate appropriation ofstate resources.

All branches and divisions of state government, including the
University ofAlaska, the Alaska Railroad, the Legislature, the gov-
ernor’ office, administration offices and the judiciary, would be cov-
ered under the bill.

In an era when state spending is flying through the roof, Halcro%
plan would bring one portion of state expenses down to earth.

The Legislature should pass the bill.

Rights a

By PAUL JENKINS

W hen police officials ar
whim, to limitwho can po:
firearm, itis a virtual cert
their cronies will benefit.1
hard-won by blood and pi
Constitution is reduced to ]
a political favor.

In New York and Los A
er such cities, police allow ¢
mous or powerful their £
mentrights.

Anchorage is no better.

Police chiefshere forye;
who would listen that the
not and certainly will m
quired federal document, j
allow a city resident to po
whose ownership is resl
lowed, by the National Fir-
federal law controls thinj
weapons, silencers, shotgi
shorter than 18 inches an’

I know aboutthe local ]
because some time back 1
age Police Chief Duane
such a form forme so | a
inches offthe barrel of
a shotgun intended for
use as a tent gun. Ud-
land emphatically said
he had never signed
the federal forms and
never would. Period.

That was untrue,
but Tm certainly net
alone in getting that
answer. In a Jan. 3 let-
ter, he wrote an appiii- J
cantthat "The Anchor-
age Police Department a
notsign AF&F (sic) permi

That’s the story pedd
everyone who asks.

W hen an applicant, a
Udland’s signature fora s
rebuffed, the man complai
to the municipal ombudsn

That office investigate'
and Ombudsman Alan
June 26, 1998, letter to!
the municipal attorney h
ing such forms would ex
the city. Further, the oml
said, “Both the curren
Chiefs have adhered stri
cy.

Butthat, too, is untrue

Despite the ombudsi
Udland already had sigi



State gets
to ca

By SHEILA TOOMEY

Daily News reporter

Pity the poor state work-
er who must travel from
Juneau to Anchorage twice a
month on state business.

W hat a drag.

True, he’s probably well
paid and traveling is part of
his job description. But still,
that’s 29,692 miles a year in
airplanes.

Enough miles to earn Mr.
Bureaucrat a free vacation
trip “to Mexico on Alaska
Aiirlines’ frequent-flier plan.

Or he may prefer to accu-
mulate another 11,308 miles

nowhere

of travel on official state
business and get a free tick-
et to Europe, Hawaii or Asia
instead.

Is something wrong with
this picture?

Frequent-flier plans were
designed to encourage brand
loyalty among people who
fly a lot, to get frequent
fliers to buy all their tickets
from the same airline or
group of airlines. The re-
ward for buying all those
tickets can be hundreds,
even thousands, of dollars in
free air travel.

The hitch s, state

when

in efforts
ture frequent-flier miles

employees travel on state
business, they don’t pay for
their tickets. The people of
Alaska do, to the tune of
$15.5 million a year, accord-
ing to Robert Libbey, depu-
ty commissioner of adminis-
tration.

No one in government
seems to know how many
miles all that state money
buys each year, so it’s im-
possible to figure out how
many free trips the state
could reap if it captured the
mileage awards for govern-
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MILES: State travel pays for private trips

Continued from Page A-1

ment use. A mere 15,000 mi-
les — about 13 round trips
between Juneau and Anchor-

age — earns a free round-
trip ticket to anywhere in
the state that Alaska Air-

lines flies. Which means that
every 14th trip could be free.
Right now, the state of
Alaska makes no effort to
capture the miles it pays for,
and it does not contract with
airlines for cut rates in lieu
of the mileage awards.
Before it stopped flying to
Southeast, MarkAir, one of
Alaska’s two major carriers,
offered the Hickel adminis-
tration $10 million worth of
air travel for $7 million and
state officials "just sat on
it,” according to MarkAir
spokesman Larry Anderson.
“We heard all this rheto-
ric about the state trying to
cut their budget. They could
have saved 30 perceiit of
their travel budget,”” Ander-
son said. 1
State officials say Mark-
Air’s offer came with a short
take-it-or-leave-it deadline
that a government, commit-
ted to fair procurement prac-
tices couldn’t possibly meet.
Capturing air travel bene-
fits for the state is very
complicated and probably
impossible, said Nancy Bear

eUsera, commissioner of ad-
ministration. The airlines
won’t cooperate and the

unions say those miles are a
benefit that can’t be taken
away.

But there is little doubt

the state has a legal right to
take them away, even if it
can’t get all of them trans-
ferred to public use.

“(B)e assured that, in our
view, even a very strict posi-
tion on the acceptance of
these premiums would be
wholly defensible,” wrote
Assistant Attorney General
Jim Baldwin in a 1983 attor-
ney general’s opinion.

There certainly are obsta-
cles, but other states, the
federal government and
even some private corpora-
tions have overcome most of
them.

O
Of the three states along
the West Coast of the United

States, two forbid personal
use of frequent-flier miles
earned by state workers

traveling on state business.
W ashington lets state work-
ers keep ti'em. But state,
employees don’t fly often,
said Gdry Ogden of the Of-
fice of Financial Manage-
ment in Olympia. Their cit-
ies are connected by roads.
The state capital doesn’t
even have an aiiport.

In Oregon, frequent-flier
miles have been classified as
a benefit and using them for
personal travel is a violation
of the state ethics law, said
Theresa McHugh of the Ore-
gon state Executive Depart-
ment. “If you’re on state
business, those are state mi-
les.”

The state buys its tickets
through 'ia single travel
agent, who bids for the con-

“just

tract. "It’s generally pretty
Nasy for wus to track,”
McHugh said.

In 1991, Oregon adopted a
policy of encouraging state
employees to join frequent-

flier clubs so the mileage
:could be used, by the people
who earned it for future
state trips, said Barbara
Carranza of the Executive
Department budget and
management division. Each

employee is required to keep
travel records going back
three years. Agencies moni-
tor their own staffs, Carran-
za said.

"It’s really cumbersome,”
she said. “The airlines don’t
make it easy.” They won't
allow the miles to be pooled
and used by someone other
than the person who earned
them. "They’re banking on a
lot of these miles never be-
ing used."

A lot of state employees
don’t collect the mile-
age, Carranza said. “It’s too
much trouble.”

Again, most travel in Ore-
gon is by car.

|
California is big enough
to require a lot of in-state

air travel, and no one keeps
any benefits earned while
traveling on state business,
according to James Lee in
Gov. Pete Wilson’s office in
Sacramento.

The state negotiates exclu-
sive paired-cities contracts
with airlines in return for
significantly cheaper fares —
usually hali. the standard
coach ticket, said Charles

Adams of the California
General Services Depart-
ment. No one flying on a

state ticket gets frequent-fli-
er miles.

Policing the
pretty simple,
Lee. Except in rare circum-
stances, state tickets ‘must
be purchased with special
state air travel charge cards.
The cards may only be used
to buy approved tickets on
contract airlines. Use of the
charge cards triggers the
special state rate and blocks
the awarding of frequent-fli-
er miles.

The federal government
has a similar program. Fed-
eral employees who use fre-
quent-flier miles earned on
government-purchased tick-
ets are stealing government
property and can be pun-
ished if caught — anything
from a reprimand to crimi-
nal prosecution, said Larry
Tucker, chief of the regulato-
ry policy branch of the Gen-
eral Services Adm inistration
in Virginia.

Federal workers must use
designated carriers, And be-

program is
according to

cause the contract rate is so
much lower than standard
fares, other airlines won't

let them trade in their tick-
ets so they can fly on, and
illegally collect benefits
from, an unauthorized carri-
er.

Ticket switching is one of

the loopholes any govern-
ment travel plan must ad-
dress. In Alaska, M arker

Please see Back Page, MILES
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Continued bom Page A-7

teamed abou It the hard
way.

As a token show of sup-
port for MarkAir and the
competition it introduced in-
to the marketplace this win-
ter. the llickel administra-
tion bought 100 discounted
MarkAir tickets. The pur-
chase turned out to be even
more of a token than it first
seemed.

Most of the MarkAir tick-
ets were traded in for tickets
on Alaska Airlines by state
workers heavily invested In

the Alaska Airlines frc-
qucnt-flier program, said
Anderson of MarkAir. This

was possible because Alaska
Airlines was willing to ac-
cept the discount tickets.
M arkAir had no choice but
to forward most of the mon-
ey it got from the state to a
rival that may well put it
out of business.

"They're all working to
go to Hawaii," said Ander-
son of the ticket switchers.
He believes llie state doesn't
want to change its travel
rules, even if it means sav-
ing millions ot dollars, be-
cause everyone from the
commissioners on down is
making out like bandits.
"Who wants to kill the gold-
en goose?"

"1 call these frequent-flier
programs the cocaine of the
industry,” said Anderson,
repeating one of his favorite
lines.

Slate workers are so ad-
dicted, "they think they de-
serve it," he said. "They're
down there in that damn
rainhole down in Juneau
and they figure we owe
them a free trip to Hawaii

because they're down
there."

Anderson is bitter. Mark-
Air spent millions cutting

fares and expanding its ser-
vice to Southeast, expecting
to significantly increase its 8
percent slice of the state
travel pie. But the company
failed to do adequate rer
search beforehand.

"Quite frankly, | don't
think we were aware how
important, what an effective
tool the frequent-flier pro-
gram was with the state
workers." Anderson said. "I
don't think we were as

State

gets

aware of it as we should
have been. We kind of
got in there and then we
discovered it."

It's all academic now.
Last month, MarkAir can-
celed its Southeast flights.

D

<Lack of competition.

< Airline noncooperation

< Unions

-State procurement rules

This is Nancy Bear User-
a's short list of reasons why
she has been unable to fix
what ails stale travel rules.
Usera says she's been
searching for a way to col-
lect some kind of air travel
benefits for the state since
she joined the Hickel admin-
istration.

Right now, for instance,
the state has a request for
bids on the table, asking
airlines to bid on exclusive
rights to state travel be-
tween paired cities: Juneau-
Anchorage, Juncau-Seattlc,
JuneuuSitka, Juneau-Fair-
banks and Fairbanks-Seat-
tle, Anchorage-Fairbnnks,
Anchorage-Senttle, Anchor-
age-Bethel and Anchorage-
Kotzebue.

The deadline was June 11
No airline bid, Usera said.

The deadline was extend-
ed to June 30.

"I don't believe we're go-
ing to bid Hie project,” said

Anderson of MarkAir. “It's
too little, too late."
Although the contract

says state workers will be
required lo fly on the con-
tract airlines, there's no pro-
tection against ticket switch-
ing, Anderson said. The
tickets would be written on
regular ticket forms and
Alaska Airlines would al-
most certainly accept them.
"There's nothing that
guarantees you're going to
get the revenue you bid for.
You bid the fare then
you don't get the volume."
If MarkAir doesn't bid,
that leaves Alaska Airlines
as the only realistic contend-
er for most of the routes.
"We're evaluating the sit-
uo'ion as we speak," Alaska

Airlines spokesman Greg
W itter said last week.
Alaska Airlines lias "a

philosophical problem" with
giving the government spe-
cial rales, Witter explained.

«'We've always been of the
opinion that government

nowhere
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we u give jou a contract?”
Usera asked.

alonerralein

contract fares arc a subsidy
for the government paid for
by the general public.
Costs have to be passed on."
However, lie added, "if for
competitive reasons we're
forced to bid, we wiill."
Forced by competition?

O
With so little competition, is
there any point to changing
lhe state travel system now
in plade?

Yes,';according lo Ander-

Not likely. son. MarkAir currently of-
"What on earth is Alaska fers_ a' rebate program to
Airlines' incentive lo say business and government.

in efforts to collect travel

For every dollar a company
or an agency spends on the
airline, they get 10cents in a
credit account. They can buy
tickets or other merchandise
with those credits, Anderson
said. MarkAir will do the
bookkeeping.

And on July 1, MarkAir
t e cts to start offering a
mileage program in addition
to the rebates. When a fre-
quent flier cams enough mi-
les for n trip to Mexico or
Hawaii, MarkAir will buy
them one on an airline that
flics there, Anderson said.

Theoretically that would
give MarkAir an edge over
tile competition — the state
gets a 10 percent savings and
state workers get their trips
to Hawaii. (Actually, Mexico
is the most popular destina-
tion for Alaskans using fre-
quent-flier miles, according
to Daily News travel colum-
nist Scott McMurren. Hawaii
is the preferred destination
of choice nationwide.)

“A double dip," is how
Anderson describes Mark-
Air's benefits.

But Alaska Airlines has
proved an aggressive com-
petitor and there is every
reason to believe it would
challenge MarkAir if il
started losing business lo
tlicni.

Usera said state agencies
have been told they con join
tile MarkAir rebate plan if
they wish, but a spot check

of several departments lust
week prnilieed no one in
charge of travel who had

gotten this message, not Cor-
rections. l,aw, Fisli and
Game or llie governor's of-
fice i

li

Amitlici voice in lhe de-
bate iivei travel benefits is
the stale employer unions.
In Ittllit, stale negotiators
agreed In writing to let su-
pervisor', keep frequent-flier
miles as a benefit Bill that

conttael expires this year.
Usera said.
There Is no such agree-

ment with the general gov-
ernment workers. Jon S'n-
Ides, business agent for (lie
Alaska Slate Employees As-
soeintlon, said onion activ-
ists prricr Alaska Airlines
in pari bcrausr it's a better

union company lie relleial
eo lhe union position that
the stale can't lake away

bonuses

travel benefits without nego-

tiations.

The 1983 legal opinion
from the Department of Law
disagrees.

Personal use of frequent-
flier miles by stale workers
probably doesn't violate the
state's ethics law, concluded
Assistant Attorney General
Jim Baldwin back then. Le-
gally they don’'t add up to
"an unlawful gratuity." The
law was rewritten in 1988.
but that opinion is probably
still correct, Baldwin said
last week.

However, Baldwin’s writ-
ten opinion says, the state
has broad power to regulate
travel by state workers. And
such regulations could be en-
acted immediately, because
they affect only the internal
management of a state agen-
cy, not the public at large.

O

If the competitive situa-
tion Is as bleak as it looks,
and if the state can't figure
out a way to capture fre-
quent-flier benefits for pull
lie use. is there any reason
to stop state employees from
keeping the miles for per-
sonal use? Wouldn't the un-
cooperative airlines be the
only beneficiaries of a ban?
They'd get the same amount
of business, but wouldn't
have to pony up free tickets.
Baldwin's 1983 opinion sug-
gests another consideration:

"To the extent that travel
is discretionary with an em-
ployee, ihe availability of a
premium may influence an
employee to abuse that dis-
cretion by traveling when it
is not justifiable. This
availabilitj of premiums
from various airlines may
influence decision regarding
scheduling ... or whether or
not to request a special fare
(most premiums are avail-
able only to those who trav-
el at full fare). Consequent-
ly. the stale’s interests can
be directly and substantially
affected any time the avail-
ability of a travel premium
becomes a factor in an em-
ployee's decisions regarding
travel plans."

-Said Anderson "Tile stale
needs to lake cuntrid of Its

travel budget Hut nobody
wants lo step op mid lain
tin- responsibility ol doing

il They'll pinlialily end ti]
ill the liver."
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IT'S A QUESTION that's been asked since airlines first began
awarding frequent flyer bonuses: Why can state employees, who
accrue bonus miles while traveling on official business, use those
free tickets for personal travel?

It's a matter that Rep. Andrew Halcro of Anchorage hopes to address
'iis session. The Republican lawmaker wants state workers to be
restricted in their use of free mileage, similar to the way Uncle Sam
limits federal employees.

There is no law on the books now that prevents state workers from
using bonus miles for vacation trips or other personal travel. In other
words, there is no requirement that these miles - earned while
traveling at public expense =be used to help offset the cost of future
state travel.

That's not the case with federal employees. They are required to use
accrued mileage benefits for subsequent official travel assignments.
According to federal law, any promotional benefits an employee
receives in connection with official travel are considered the property
of the government.

But state employees can keep what they get.

Halcro says this contributes to the high cost of state travel. "Some
travel agents," he said, "have indicated state employees may not be
selecting the least expensive carrier option when traveling on state
business because they want to accrue frequent flyer miles on their
preferred carrier."

He has introduced a bill to stop that. The measure, HB279, mimics
the federal law. It says any state employee who accrues mileage
benefits would be obligated to use them to offset the cost of future
official travel on state business.

It would be up to individual employees to comply with the
requirements, under provisions of the state ethics code - thus
avoiding burdensome record keeping by state agencies or airlines.
Under this proposal, personal use of state-accrued mileage benefits
would be considered an inappropriate appropriation of state
resources.

hilp://www.adn.com/storics/T00020478.html
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All branches and divisions of state government, including the
University of Alaska, the Alaska Railroad, the Legislature, the

governor's office, administration offices and the judiciary, would be

covered under the bill.

In an era when state spending is flying through the roof, Halcro's

plan would bring one portion of state expenses down to earth.

The Legislature should pass the bill.
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Wanted

by state

By TROY K. SCHNEIDER

Governing Magazine

Alaska’s state employees
rack up millions of frequent-
flier miles traveling back
and forth over a state that’s
bigger than Texas, Califor-
nia and Colorado combined.

Alaska officials would
like to capture all.of that
free air travel for the state’s
own use, but so far the
effort doesn’t seem to be
able to get off the ground.

Alaska’s government
spends $15.5 million a year
on travel, delivering services
in a state where the distance
from the capital, Juneau, to
the biggest city, Anchorage,
is 571 miles.

Naturally, state employ-
ees’ frequent-flier miles add
up quickly. The Alaska
State Employees Associa-
tion, the state’s major em-
ployee union, takes the posi-
tion that the miles constitute
an employee benefit. But
state officials argue that
benefits earned at taxpayer
expense should be going to
the state for official travel.

Last spring, when the
. state solicited bids for exclu-
sive contracts on nine fre-
quently traveled routes, offi-
cials. hoped to -emulate
California’s arrangement.
There, employees fly for as
little as half the standard
fare and no frequent-flier
miles are given.

In Alaska, however, no
airlines bid. Robert Libbey*
a deputy commissioner of
administration, said lack of
competition and the recent
industry price wars gave
carriers little incentive to
offer discounts. "They said
they really can’t offer us
anything less than the price
we’d get if we walked up to
the counter.”

Discount contracts aren’t
the only way to get the most
out of travel budgets, how-
ever. Hawaii, for example,
simply requires that employ-
ees use state-financed miles
.for subsequent trips.

But for now at least, such
a policy isn’t on the agenda
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PART 301-53—USING PRO-
MOTIONAL MATERIALS AND FRE-
QUENT TRAVELER PROGRAMS

Sea.

301|53.1 Wliat must | do with promotional
benefits or materials | receive from a
travel service provider?

1301-1-53.2 Should | join a frequent
Iprogram?

301|53.3 May my agency reimburse member-
ship fees in a frequent traveler program?

use frequent traveler

traveler

301-53.4 How may |
benefits?

301f53.5 Under what
use frequent traveler benefits to upgrade
my transportation class of service?

301-53.6 When my agency participates In a
mandatory travel management program,
may | select a travel service provider

whether It provides frequent

circumstances may |

based on
travel credits?

301¢53.7 How should | handle frequent trav-
eler credits when | accumulate both per-
sonal and official credits from a single
travel service provider?

SOlj-53.8 What are my options If | cannot es-
jtablish separate frequent traveler ac-

lcounts?
301r53.9 What Is my liability for improper
juse of frequent traveler benefits?

301f53.10 Is there any Instance when | may
make personal use of benefits furnished

by a travel service provider?
AUTHORITY: 5uU.5.C. 5707; 31 U.S.C. 1353.
SOURCE: 63 FR 15970, Apr. 1. 1998. unless

otherwise noted.

$301-53.1 W liat must I do with pro-
motional benefits or materials | re-
ceive from a travel service pro-
1 vider?

Any promotional benefits or material
you receive from a private source in
connection with official travel are con-
sidered property of the Government.
You must:

(a) Accept the benefits or materials
on behalf of the Federal Government;
and

(b) Turn the benefits or material over
to your agency in accordance with
your agency's procedures established
under 41 CFR 101-25.103.

§301-53.2 Should 1 join a frequent
traveler progmm?
Yes. You are encouraged to join fre-
quent traveler programs to realize cost
savings or reduce official travel cost.

51

§301-53.3

8§301-53.3 May my agency reimburse
membership fees in a frequent trav-
eler program?

Yes, If the benefits of membership

are expected to exceed the cost of

membership.

8§301-53.4 How may | use frequent
traveler benefits?

You may use frequent traveler bene-
fits earned on official travel to obtain
travel services for a subsequent official
travel assignment(s).

§301-53.5 Under what circumstances
mny | use frequent traveler benefits
to upgrade my transportation class
of service?

You may use frequent travel benefits
earned on official travel to upgrade
your transportation class of service

.when your agency’s policies authorize

you to upgrade to premium-class other
than first-class airline accommoda-
tions, solely through redemption of fre-
quent traveler benefits or when the re-
quirements for first-class or premium
other than first class airline accom-
modations are met in accordance with
§§301-10.123 and 301-10.124.

§301-53.8 When my agency partici-
pates in a mandatory travel man-
agement program, mny 1 select a
travel service provider based on
whether it provides frequent travel
credits?

No. You must use the travel manage-
ment program for which your agency is
a mandatory user, including contract
passenger transportation service when
such programs are available.

6301-53.7 How should 1| handle fre-
quent traveler credits when | accu-
mulate both personal and official
credits from a single travel service
provider?

You should establish separate ac-
counts for personal and official U3e.

41 CFR Ch. 301 (7-1-99 Edition)

§301-53.8 What are my options if |
cannot establish separate frequent
traveler accounts?

You must be able to account for
every credit and debit in your frequent
traveler account, and submit an ac-
counting to your agency upon request.
The accounting must specify:

(a) The date and amount of all cred-
its you receive for both personal and
official travel, including credits (e.g.,
credits from a travel service vendor
credit card).

(b) The date and amount of any debit
to your account for both personal and
official travel.

§301-53.9 What is my liability for im-
proper use of frequent traveler ben-
efits?

You may be subject to:

(a) Disciplinary action by your agen-
cy. which may include repayment of
the cost of the ticket: and

(b) Criminal sanctions. Including a
fine and/or Imprisonment.

8§301-53.10 Is there any instance when
I may make personal use of benefits
furnished by a travel service pro-
vider?

Yes, you may use benefits (e.g., free
meals, check-cashing privileges, or
nf1emberships in executive clubs) only
If:

(a) The Government can not use the
benefit:

(b) To receive the immediate benefit,
you do not forfeit a future benefit the
Government could use; and

(c) The benefit can not be redeemed
for cash value.
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2001 LEGISLATIVE SESSION Bill Version: hb 123

() Publish Date:
Revision Date/Time (Note if correction): Dept. Affected] All state agencies
Title: An Act relating to use of frequent BRU: Various
flyer miles or other bonus earned on state travel. Component: Various
Sponsor: Rep. Halcro
Requester: House State Affairs Component Number:___
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 43.2 43.2 215.8 215.8 215.8 215.8
Travel (10.5) (10.5) (52.5) (02.5) (52.5) (52.5)
Contractual 20.7 6.0 94.8 30.0 30.0 30.0
Supplies 15 15 7.5 7.5 7.5 7.5
Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 54.9 40.2 265.6 200.8 200.8 200.8
CAPITAL EXPENDITURES I

CHANGE IN REVENUES ( ) [

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 59.1 44.4 286.6 221.8 221.8 221.8
1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type) various - note 3 (4.2) (4.2) (21.0) (21.0) 21.0y 21.0)
TOTAL 54.9 40.2 265.6 200.8 200.8 200.8

Estimate of any current year (FY2001) cost: 0.0

POSITIONS

Full-time

Part-time 3 3 15 15 15 151

Temporary

ANALYSIS: (Attach a separate page if necessary)
Assumptions:

1. Fifteen executive branch agencies are affected by the proposed legislation. Only three agencies have widespread impact hefore
the bargaining unit contracts expire June 30.2003 because initially the bill v'Il only affect non-covered employees.

2. Each affected agency will require part-time (1/3) range 12 gosition to track mileage by individual traveler, monitor its use. and
perform routine compliance procedures. First year includes 57,400 in computer, phone, cubicle, supplies and training costs
associated with each of thesedpositions, succeeding years include $2.500 in costs associated with each of these positions. Not
included is any cost for the adaitional time spent by managerial or supervisory staff in compliance and enforcement efforts.
Additional costs will be incurred as a result of bargaining activities. It is not possible to estimate those costs at this time.

Phone 465-3435
Date/Time 2'21/00 2:30 PM

Prepared by:  Kim Garnero

Division Finance
Approved by: Jim Duncan, Commissioner Date 2/21/01
Agency Department of Administration

For distribution information, call the Governor's Legislative Office

(R}/\MMB Page 1 of
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3. On average, ten travelers per agency earn enough mileage per year to purchase one
ticket per individual for benefit to the state. Average ticket price on these trips is
assumed at $350 for annual travel savings of $3,500 per affected agency. Because
mileage accrues to individual, benefits accrue to progam paying individual's salary'.
Funding source for savings allocated 60% GF/40% other funds to match overall funding

mix for state payroll expenditures.



FISCAL NOTE

NO.
STATE OF ALASKA BILL VERSION:
2001 LEGISLATIVE SESSION PUBLISH DATE:
Revision Date: Department Affected:  Legislature
Title: "An act relating to the use of frequent BRU: Legislative Council
(Iyer miles or another bonus earned on travel paid..." Legislative Operating Budget
Sponsor:  Representative Halcro Component: Al

Requestor:  House State Affairs
COMPONENT SERIAL NO:

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 02 FY 03 FY 04 FY 05 FY 06 FY 07
PERSONAL SERVICES 16.2 13.7 13.7 13.7 137 137
TRAVEL 0 -3.9 -3.9 -3.9 -3.9 -88
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 9.8 9.8 9.8 9.8 9.8
CAPITAL 0 0 0 0 0 0
REVENUE FUND SOURCE 0 0 0 0 o o

FUNDING: (Thousands of Dollars)

GENERAL FUND 0.0 9.8 9.8 9.8 9.8 9.8
FEDERAL FUNDS

OTHER FUND SOURCE

TOTAL 0.0 9.8 9.8 9.8 9.8 9.8
POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact:

ANALYSIS: (Attach a separate page if necessary)

HB 123 would require Legislators and Legislative Branch employees who participate in frequent
flyer mileage programs or other bonus programs and who accrue riiles or another bonus in the program because
of state-paid travel expenses use the mileage or bonus for subsequent state travel. The Legislative Council
will implement this program for the Legislative Branch. The Legislature would realize cost savings from cashing
in mileage for airline travel but would also incur costs due to increased monitoring responsibilities.

Prepared By: Karla Schofield. Deputy Directoh-AyxA” Phone: 465-3852
Division: Administrative Services Date:JL 2t(o/
Approved By: Pamela A. Varni, Executive Director OhiAM-

Agency: Legislative Affairs Agency Datenp¢V\ 0

Distribution (by preparer): Leg. Finance, Legislative Sponsor, Requestor, OMB, Gov., & Impacted Age?cy(ies).
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Personal Services

Travel

PPT Range 12, approximately 1/3 time, to track mileage, and ensure
the State of Alaska received the benefit of legislator and employee paid
travel mileage awards and that Legislative Council policies were followed. 13.7

Programmer time to modify the Legislature's travel database to accommodate 2.5
legislative employees and mileage information.

Cost savings would be realized each time a Legislator or employee used mileage
earned for the purchase of an airline ticket on a subsequent trip.

Alaska Airlines mileage can be redeemed for a free airline ticket at 20,000 miles,
or 30,000 for a peak ticket.

A few Legislators would be able to redeem enough mileage for 1 free ticket per year.
Several Legislators would need to accumulate mileage for two or three years to qualify
for a free ticket. A few Legislators would need to accumulate miles over several years in
order to qualify for a free airline ticket. It would also take several years for those
legislative employees who travel to earn sufficient mileage for a free ticket.

This fiscal note estimates 7 free tickets per year could be purchased. The savings from
the free tickets would not begin to be realized until the second year after the program

was implemented.

Coach airfare to Anchorage is 551. 7 times 551 = 3,857 -3.9
Savings to the Legislature would be 3.9 per year.

Page 2 of 2



You requested information on state expenditures for air travel. Specifically, you were interested
in how much the state spent for each of the past two fiscal years for which data an | available.

We sent you several previous legislative reports to answer your questions regardin? business-
related mileage benefits of Alaska state employees.l The previous reports also provide
information about how the federal government regulates mileage benefits and attempts by private
industry to obtain mileage awards accrued by employees through business-related travel.

Table 1 provides approximate transportation costs for state executive branch employees during
the first two quarters of fiscal year 1999, and during fiscal year 1998. "Transportation costs
include expenditures for travel including air, ferry, train, and bus. According to Debbie Bump at
the Department of Administration, Division of Finance, the cost of air transportation alone is not
available. She reports however, air transportation is the predominant method of travel used by
state employees.

Table 1: Transportation Costs for Alaska Executive branch
Employees
1Btand 2rdQuarters of FY99, and FY98

(thousands of dollars)

In-state Out-of-state
Year Transportation Transportation Total
%it(ggd 2rdQuarters, $6,080.4 $1,338.4 $7,418.8
FY98 $12,027.6 $2,950.3 $14,977.9

Notes: Figures do not include costs incurred by employees of the University of Alaska, car rentals, or per
diem. Figures include air travel costs, as well as costs from other means of travel such as ferry, train,
ar dbus.

Source: Alaska Department of Administration, Division of Finance, (Debbie Bump, Administrative
Services Manager, 465-5615).

| hope CYou find this information useful. Please do not hesitate to contact us if you have questions
or need additional information.

' Previouslle%islative reports on employee travel and mileage benelits include ' State Travel Procedures Summary,’
compiled In April 1997: "Frequent Flyer Program for State Employees,’ Research Request 94.016; 'Airline Refunds arid
é\s\)/vgg%s Regarding State Employee Travel,” Research Request 90.045, and 'State Employee Travel,” Research Request

legistavve Research Report 90,032 JanuaryZ?,lggg-Pagel

Blaska Travel Expendituresand Eaployee ilesgeBenefits
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Subject: Airline Miles
ate: Tue, 13 Feb 2001 18:30:57
From: “harold frank" <apasdu@ hotmaii.com>
To: Representative_Andrew_Halcro@ legis.state.ak.us
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FREQUENT FLYER MILES

Sub[gect: FREQUENT FLYER MILES

afe! Tue, 13 Feb 2001 12:04:48 -0900
From: "JOSEPH FORD®" <anjjf@uaa.alaska.edu>
TO <Representative_Andre\v_Halcro@ legis.state.ak.us>

Hi

| saw the a ticle in the Daily News toda rdin ou r.bi]l and | want
?et now%%v F]P é ort your Pi%?n g re " (J from the Dg
oas uard n 1 We d| have” a o at t h t time). radlnq

wnerspip of the m|e?]% You may wan heck n see With Some of the
edera agenmes are doing.

| will be following your progress with this bill,
Sincerely,

Joseph J. Ford

lof 1 2/13/01 12:47 PF
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James & Mildred Tapscott

P. O. Box 871276 (907)376-5571
WasiHa, AK 99687 mitap @ alaska.net

Februaruy 22. 2000

Rep. Andrew Halcro

Alaska State Legislature

State Capitol

Juneau, Ak. 998011182

Subject: HB279 - Frequent flyer miles

We are enclosing various articles and letters regarding the frequent flyer miles - dating back to
March 1991

We feel verg strongly that this mllea?e belongs to the state and not to anyone individual who
happens to be on the state p arroll ITthe legislature is sincere about the so-called budget gap,
why don’t they resolve this flagrant abuse of the taxpayers money?

S0 please hang in there and don’t let HB279 fall thru the cracks.

Sincerely.

Millie & Jim Tapscott

Enel: various ff mileage documents


mailto:mitap@alaska.net

March 12, 1991

Honorable Walter J. Hickel \
Governor, State of Alaska .
Pouch A

Juneau, Alaska 99809

Dear Governor Wally:

In su?port of Your fat-cutting efforts, Millie and | would
like to suggest that the subject of airline frequent flyer
mHeaqe awards be examined to possibly reduce state employee
travel costs. |

When we hear state workers brag about free trips to Tahiti,
Mazatlan, Hawaii, etc. on tax payers monies, we cannot help
but wonder why those frequent flyer mileage awards could not
be placed in Some sort of state pool to be utilized for other
official business travel

We understand that this subgect surfaced during Governor
Sheffield's term but did not see the light of day.

Surely there is a way the airlines and the state can come to
some kind of an agreément to effect a considerable savings in
future official travel costs

We hope you will appoint staff to Is subject.

jPa6ES a.

0. Bo
MIasH?aT Alaska 99687



P. 0. Box 240223
Douglas,AK 99824-0223

January 21, 2000
Rep. Andrew Halcro

Alaska House of Representatives
Juneau, AK

Dear Sir:

This is in reference to your letter to the editor
in Thursday’s EMPIRE concerning HB 279, requiring fre-
qguent flyer miles awarded to State employees, traveling
at State expense, to use those "miles” to the benefit

of the State.

As a former State employee, who did considerable
traveling by air (although not at a time when "frequent
flyer" miles were awarded), | whole-heartedly support your
proposed legislation.

As to the argument State employees travel on their

own time, are away from their families, etc., and should
be compensated with a "freebie" or over-time pay this
is a "non-call."

State employees are reasonably well paid (although
there are those who would say otherwise!), and receive

an excellent per diem rate.

If your job calls for traveling, so be it. An em-
ployee knows what is required. If traveling is not ac-
ceptable or inconveniences his or her personal life, do

something else!

A side issue would be that awarding "frequent flyer™"
miles to State employees allows them to accumulate miles
to the extent it is detrimental to any other airline com-
ing to Juneau, even though a competing airline might also
offer "FFMS". Employees who already have substantial
mileage will not switch, even if costs are less. (This

was very evident during MARKAIR'S venture in the Juneau
market.)

I do not know the details of HB 279, but would suggest
that a State "FFM" account be established to bank all "FFM"

to a State account.

Yours truly,

Robert P. Isaac



§301-53.2

PART 301-53—USING PRO-
MOTIONAL MATERIALS AND FRE-
QUENT TRAVELER PROGRAMS
|

Sec.

301r53.1 What must | do with promotional
benefits or materials | receive from a
travel service provider?

301t53.2 Should | join a frequent traveler
program?

301-53.3 May my agency reimburse member-
ship fees in a frequent traveler program?

301T53.4 How may | use frequent traveler

benefits?

301x53.5 Under what circumstances may |
use frequent traveler benefits to upgrade
my transportation class of service?

301-53.6 When my agency participates in a
mandatory travel management program,
may | select a travel service provider
.based on whether it provides froquent
|travel credits?

301(-53.7 How should | handle rrequent trav-
eler credits when | accumulate both per-
sonal and official credits from a single
travel service provider?

301r53.fl What are my options if | cannot es-
tablish separate frequent traveler ac-

fcounts?
301r53.9 What is my liability for Improper
|uso of frequent traveler benefits?
301-53.10 Is there any Instance when | may
make personal use of benefits furnished
! by a travel service provider?

authority: 5U.S.C. 5707: 31 U.S.C. 1353.

| Source: 63 FR 15970. Apr. 1. 1998. unless
otlerwise noted.

8301-53.1 Whnt must | do with pro-
motional benefits or materials I re-
ceive from a travel service pro-

' vider?

Any promotional benefits or material
you receive from a private source in
connection with official travel are con-
sidered property of the Government.
You must:

(a) Accept the benefits or materials
on' behalf of the Federal Government:
and

(b) Turn the benefits or material over
to your agency In accordance with
your agency's procedures established
unjler 41 CFR 101-25.103.

§301-53.2 Should I join a frequent
traveler program?
Yes. You are encouraged to join fre-
quent traveler programs to realize cost
sayings or reduce official travel cost.

§301-53.3

8301-53.3 Mny my agency reimburse
membership fees in a frequent trav-
eler program?

Yes, If the benefits of membership
are expected to exceed the cost of
membership.

§301-53.4 How mnv | use frequent
traveler benefits?

You may use frequent traveler bene-
fits earned on official travel to obtain
travel services for a subsequent official
travel assignment(s).

8301-53.5 Under what circumstances
mny | use frequent traveler benefits
to upgrade my transportation class
of service?

You may use frequent travel benefits
earned on official travel to upgrade
your transportation class of service
when your agency's policies authorize
you to upgrade to premium-class other
than first-class airline accommoda-
tions. solely through redemption of fre-
quent traveler benefits or when the re-
quirements for first-class or premium
other than first class airline accom-
modations are met in accordance with
§§301-10.123 and 301-10.124.

8301-53.0 When my agency partici-
pates in a mandatory travel man-
agement program, may | select a
travel service provider based on
whether it provides frequent travel
credits?

No. You must use the travel manage-
ment program for which your agency is
a mandatory user, including contract
passenger transportation service when
such programs are available.

8301-53.7 How should 1| handle fre-
quent traveler credits when | accu-
mulate both personal and official
credits from u single travel service
provider?

You should establish separate ac-
counts for personal and official use.

41 CFR Ch. 301 (7-1-99 Edillon)

§301-53.8 Whnt ore my options if |
cannot establish separate frequent
traveler accounts?

You must be able to account for
every credit and debit in your frequent
traveler account, and submit an ac-
counting to your agency upon request.
The accounting must specify:

(a) The date and amount of all cred-
its you receive for both personal and
official travel, including credits (e.g.,
credits from a travel service vendor
credit card).

(b) The date and amount of any debit
to your account for both personal and
official travel.

§301-53.9 Woliat is my linbility for im-
proper use of frequent traveler ben-
efits?

You may be subject to:

(a) Disciplinary action by your agen-
cy, which may include repayment of
the cost of the ticket: and

(b) Criminal sanctions, Including a
fine and/or imprisonment.

§301-53.10 Is there any instance when
I may make personal use of benefits
furnished by a travel service pro-
vider?

Yes, you may use benefits (e.g., free
meals, check-cashing privileges, or
memberships In executivo clubs) only
If:

(a) The Government can not use the
benefit:

(b) To receive the immediate benefit,
you do not forfeit a future benefit the
Government could use; and

(c) The benefit can not be redeemed
for cash value.
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POM for Representative Halcro
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IE\B/Iielsls:aglgB 123 Title: USE OF BONUSES EARNED ON STATE TRAVEL

Tremendous savir]Fs could be realized if state travel was done by using frequent flyer miles earned
by individuals while on state travel. These miles belong to the state. They would not have been
earned were it not for the state travel. There's no reason they shouldn't he used for state travel.
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TG Senator Halford
Alaska State Senate
ATTN: Theresa Haser
FROMt Lee Ann lucas”®
Senate AdvisorV Council
*1ATE: March 2, 1988

«iiBJECT: Frequent Flyer Mileage: IRf 38-0032*0

You isked the Senate Advisory Council to gather information on the K-j. m |
pol n.y i»jrtr<jing use of "frequent flyer"” mileage awards by its emploype e
government business.

41 fFR Part 1-1-25 issued October 18, 1983 (see Attachment A) incotpnraies
dl'j codilics existing policies regarding promotional materials received by
employees in connection with official travel and based on the purchase yf a
ticket orother services (e.g. car rent-1). lhe n filiation states in part:

(a) All promotional materials (e.g. bonus flights, reduced Ure
coupons, cash, merchandise gifts, credits toward future tree or
reduced costs of services or goods, etc.) received by employee:- in

conjunction with official travel and based on the purchase of a
ticket or other services (e.g. car rental) are properly
considered to be due the. Government and may not be retained

by the employee.

(b) Promotional coupons that provide for future free or rcduif!
costs of services (travel) should be integrated into the

agency travel plans to maximice the benefits to the
Government.

The U.S. Department of Transportation, Office of the Secretary, issued an
Order onApril 5, 1982 concerning commomcarr ier promulLional efforts (sec
Attachment p; intended to provide guidance for the accountability and
disposition of reduced fare coupons and other promotional gratuities offered by
common carriers while on official business. Sections D and 10 of this Order
read:

5. RESPONSIBILITY Of IRAVELFR. far.h traveler on official
business during a carrier's promotional period is



Information as soon as | receive u .
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Senator Mil ford
March 2, 19S8
Page 3

I also contacted Alaska Airlines Gold Coast Travel Service Center to
inquire If a person could be issuedtwo Gold Coast Travel cards, one for

business and one for personal travel. 1 was informed that yes that could be
done. I also asked if a card could be issued 1n the name of an agency or
company. Sheresponded that mileage could not be pooled into an agency or

company account, the <cards can only be issued under an individual s name.
However, mileage awards may be designated to another person by stating the
designee’'s name on the redemption request form when submitting. Once the
transfer is made, the award then becomes non-transferable.

If | can be of further service, please let me know.

LAL:lal
Attachments
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Introduced: A/18/89 6-1198A
Referred: State Affairs and

Finance

IN THE HOUSE BY THE FINANCE COMMITTEE

HOUSE BILL NO. 297
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SE5SION
A BILL
For an Act entitled: "An Act relating to use of travel benefits by state
employees."
BE IT F.NACTEL BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.90 is amended by adding a new section to read:

Sec. 39.90.030. TRAVEL BENEFITS. (a) If the cost of travel or
lodging was paid for by the state or if the employee was reimbursed by
the state for the cost, a state employee may not acquire or use, for
the employee's personal benefit, benefits offered for purchase of the

travel or lodging.

(b) This section does not prohibit a state employee from estab-

lishing a state travel account with an airline or other travel entity
or from requesting, if the account is established, that benefits
earned by travel at state expense be credited to that account. Bene

fits earned on the employee's state travel account may only be used

tor travel expenses incurred on state business.

11B0297A | Hit 797
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(C) In this section, -state agency” means a department, institution, board,
commission, division, authority, public corporation, com mittee, 0. other adm inistrattve
uni, o. the executive, judicint, or legislative, branch of state government, includtng the

University of Alaska, the Alaska Housing Finance Corporation, and the Alaska

Railroad Corporation.
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Senator Loren Leman

Sponsor Statement for

House CS for CS STR8(MLYV)

During Interim, lune - December*
716 W 4th Ave. Suite 520
Anchorage. Alaska 99501

t907| 269-02*10

269-02-12 1rsr

“Relating to supporting polling places at military installations.”

SJR 8 expresses the Legislature’s support for locating polling places at military installations to

provide convenient access for military men and women to vote.

SJR 8 responds to a Department

of Defense (DoD) directive issued before the last election that advised installation commanders

not to allow their facilities to be used for polling places.

For many years polling places have been located at military bases, posts, armories and other

installation facilities, such as elementary schools.

denying a military voter convenient access to the ballot box.

The impact of the DoD directive on the last election was temporarily avoided.

Denying access to these facilities means

U.S. Senator Ted

Stevens helped postpone the effective date of the DoD directive until December 31, 2000

through a congressional insert in an appropriations bill.

directive is now

be in jeopardy of being denied access to their traditional polling locations.

That time has expired, and the DoD

in full effect. Thousands of military men and women in Alaska, therefore, could

SJR 8 calls upon the President of the United States and Secretary of Defense to rescind the DoD

directive so military men and women are able to freely exercise the same Constitutional right

they defend for every American.

Prepared by Paul Roetman, Legislative Aide to Senator Loren Leman (907-465-3712)
Last updated: February 14,2001

Serator_loron_1.arerflegls.slate.ak_us * ww.akrepubl icans_org/Laren._htm
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Senator Loren Leman

Sponsor Statement for CSSJR 8(STA)
“Relating to supporting polling places at military installations.”

SJR 8 expresses the Legislature’s support for locating polling places at military installations to
provide convenient access for military men and women to vote. SJR 8 responds to a Department

of Defense (DoD) directive issued before the last election that advised installation commanders

not to allow their facilities lo be used for polling places.

For many years polling places have been located at military bases, posts, armories and other
installation facilities, such as elementary schools. Denying access to these facilities means

denying a military voter convenient access to the ballot box.

The impact of the DoD directive on the last election was temporarily avoided. U.S. Senator Ted
Stevens helped postpone the effective date of the DoD directive until December 31, 2000
through acongressional insert in an appropriations bill. Thar time has expired, and the DoD
directive is now in full effect. Thousands of military men and women in Alaska, therefore, could

be in jeopardy of being denied access to their traditional polling locations.

SJR 8 calls upon the President of the United States and Secretary of Defense to rescind the DoD
directive so military men and women are able to freely exercise the same Constitutional right

they defend for every American.

Prepared by Paul Roetman, Legislative Aide to Senator Loren Leman (907-465-3712)
Last updated: February 4, 2001
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2001 LEGISLATIVE SESSION Bill Version: HB 123

0 Publiish Date:
Revision Date/Time (Note if correction): Dept. Affected] All state agencies
Title: An Act relating to use of frequent BRU: Various
flyer miles or  other bonus earned on state travel. Component: Various
Sponsor: Rep. Halcro
Requester: House State Affairs Component Number,
Expenditures/Revenues (ThOUS&ﬂdS of DOIlarS)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2002 FY 2003 FY 2004 FY 2005 FY 2006 FY 2007
Personal Services 43.2 43.2 215.8 215.8 215.8 215.8
Travel (10.5) (10.5) (52.5) (52.5) (52.5) (52.5)
Contractual 20.7 6.0 94.8 30.0 30.0 30.0
Supplies 15 15 7.5 7.5 7.5 7.5
Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 54.9 40.2 265.6 200.8 200.8 200.8

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) [

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF 59.1 44.4 286.6 221.8 221.8 221.8

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type) various - note 3 (4.2) 4.2) 21.0) 21.0y 21.0 (21.0)
TOTAL 54.9 40.2 265.6 2008 200.8 2008

Estimate of any current year (FY2001) cost: 0.0

POSITIONS

Full-time

Part-time 3 3 15 15 15 15

Temporary

ANALYSIS: (Attach a separate page if necessary)
Assumptions:

1. Fifteen executive branch agencies are affected by the proposed legislation. Only three agencies have widespread Impact before
the bargaining unit contracts expire June 30, 2003 because initially the bill will only affect non-covered employees.

2. Each affected agency will require part-time (1/3) range 12 position to track mileage by individual traveler, monitor its use, and
perform routine compliance procedures. First year includes $7,400 in computer, phone, cubicle, supplies and training costs
associated with each of these&aositions, succeeding years include $2,500 In costs associated with each of these positions. Not
included is any cost for the additional time spent by managerial or supervisory staff in compliance and enforcement efforts.
Additional costs will be incurred as a result of bargaining activities. Itis not possible to estimate those costs at this time.

Phone 465-3435

Prepared by:  Kim Garnero
Date/Time 2/21/00 2:30 PM

Division Finance
Approved by: Jim Duncan, Commissioner Date 2/21/01
Agency Department of Administration

For distribution information, call the Governor’s Legislative Office

Rv B0 Page 1 of
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3. On average, ten travelers per agency earn enough mileage per year to purchase one
ticket per individual for benefit to the state. Average ticket price on these trips is
assumed at S350 for annual travel savings of $3,500 per affected agency. Because
mileage accrues to individual, benefits accrue to progam paying individual's salary.

Funding source for savings allocated 60% GF/40% other funds to match overall funding

m ix for state payroll expenditures.



FISCAL NOTE

NO.
STATE OF ALASKA BILL VERSION:
2001 LEGISLATIVE SESSION PUBLISH DATE:
Revision Date: Department Affected:  Legislature
Title: "An act relating to the use of frequent BRU: Legislative Council
flyer miles or another bonus earned on travel paid..." Legislative Operating Budget
Sponsor: Representative Halcro Component:; JAM

Requestor:  House State Affairs
COMPONENT SERIAL NO:

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 02 FY 03 FY 04 FY 05 FY 06 FY 07
PERSONAL SERVICES 16.2 13.7 137 13.7 13.7 13.7
TRAVEL 0 -3.9 -3.9 -3.9 -3.9 -3
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 9.8 9.8 9.8 9.8 9.8
CAPITAL 0 0 0 0 0 0
REVENUE FUND SOURCE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND 0.0 9.8 9.8 9.8 9.8 9.8
FEDERAL FUNDS

OTHER FUND SOURCE

TOTAL 0.0 9.8 9.8 9.8 9.8 9.8
POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact:

ANALYSIS: (Attach a separate page if necessary)

HB 123 would require Legislators and Legislative Branch employees who participate in frequent
flyer mileage programs or other bonus programs and who accrue miies or another bonus in the program because
of state-paid travel expenses use the mileage or bonus for subsequent state travel. The Legislative Council
will implement this program for the Legislative Branch. The Legislature would realize cost savings from cashing
in mileage for airline travel but would also incur costs due to increased monitoring responsibilities.

Prepared By: Karla Schofield. Deputy Director*tQa”J2”\<J”o'TuJLd/ Phone: 465-3852
Division: Administrative Services Date.X 2.1(0 /

Approved By: Pamela A. Varni, Executive Director ~ «faM txIl/UIU JaHtAA- C
Agency: Legislative Affairs Agency Date:X>! | 01

Distribution (by preparer): Leg. Finance, Legislative Sponsor, Requestor, OMB, Gov., & Impacted Agency(ies).
Page 1 of 2



Personal Services

PPT Range 12, approximately 1/3 time, to track mileage, and ensure
the State of Alaska received the benefit of legislator and employee paid
travel mileage awards and that Legislative Council policies were followed.

Programmer time to modify the Legislature’s travel database to accommodate
legislative employees and mileage information.

Travel

Cost savings would be realized each time a Legislator or employee used mileage
earned for the purchase of an airline ticket on a subsequent trip.

Alaska Airlines mileage can be redeemed for a free airline ticket at 20,000 miles,
or 30,000 for a peak ticket.

A few Legislators would be able to redeem enough mileage for 1 free ticket per year.
Several Legislators would need to accumulate mileage for two or three years to qualify
for a free ticket. A few Legislators would need to accumulate miles over several years in
order to qualify for a free airline ticket. It would also take several years for those
legislative employees who travel to earn sufficient mileage for a free ticket.

This fiscal note estimates 7 free tickets per year could be purchased. The savings from
the free tickets would not begin to be realized until the second year after the program
was implemented.

Coach airfare to Anchorage is 551. 7 times 551 = 3,857
Savings to the Legislature would be 3.9 per year.

Page 2 of 2



GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
1600 DEFENSE PENTAGON
WASHINGTON. D. C. 20301-1600 ‘'tot.fVED

O00CTII NS. (3

OCT 1 0 2000

GENERAL COUNSEL

The Honorable William M. Thomas
Chairman

Committee on Administration

U.S. House of Representatives
Washington, DC 20515-0157

Dear Mr. Chairman;

This is in response to your request for the views of the Department of Defense on H.R.
5174, 106th Congress, a bill "To amend titles 10 and 18, United States Code, and the Revised
Statutes to remove the uncertainty regarding the authority of the Department of Defense to
permit buildings on military installations and reserve component facilities to be used as polling
places in Federal, State, and local elections for public office."

The Department of Defense opposes this legislation.

The Department has a longstanding policy prohibiting the use of military installations as
polling sites for elections. This policy is based on sound public policy of maintaining strict
separation between the military and the political process. The policy of separating the military
and partisan politics is critically important to maintaining public support for and confidence in
VourArmed Forces, as well as maintaining good order and discipline within military ranks.

The principle of separating the military from the political process is also reflected in two
federal criminal statutes. 18 U.S.C. § 592 provides that:

[w]hoever, being an officer ofthe j\rmy or Navy, or other person in the civil,
military or naval service of the United States, ord' rs, brings, keeps, or has under
his authority or control any troops or armed men at any place where a general or
special election is held, unless such force be necessary to repel armed rnemies
ofthe United States, shall be fined under this title or imprisoned not more than

five years or both.........

Similarly, 18 U.S.C. 8 593 subjects members ofthe Armed Forces to criminal penalties if they
"impose or attempt to impose any regulations for conducting any general or special election in
a State, different from those prescribed by law,"” or "interfere in any manner with an election
officer's discharge ofhis duties." Placement of voting sites on military installations in which
"troops or armed men" are likely to come into close contact with voters is fundamentally
incompatible with the concept of maintaining separation between the military and politics.



If enacted, H.R. 5174 would reverse Department of Defense policy by authorizing the use
of military installations as polling places. (We strongly disagree that it is appropriate for the
fundamental political activity of voting to take place at locations that the Department of Defense
strives to make politically neutral and nonpartisan] The proposed legislation also would not
effectively amend the criminal statutes referenced above to relieve military personnel from
potential criminal liability. Specifically, the amendments to the criminal statutes proposed in
section 1(c) of H.R. 5174 would only clarify that it is not a crime for polling places to be placed
on military installations. It would not address at all the placement of troops or armed men at
polling places. It would not be practical simply to prohibit military personnel from approaching
or entering a polling place on a military installation during voting hours. The commander of a
military installation must at all times have complete control over the facilities within his or her
authority. It is possible that circumstances could arise that would require a commander to order
military personnel to enter a building designated as a polling site if that building is located on a
military installation. We believe it is therefore prudent to retain the prohibition on the use of

military buildings as polling places.

A We rccogiuze that some installations have overlooked the Department's policy on this
issue in the past and that some military facilities have been used as polling places in some
localities.[In some cases, short-term waivers of the policy have been granted if an alternative
location could not be identified in time to avoid disruption to an upcoming election. In such
cases, local election officials have been advised to designate a new polling place as soon as
possible?] Furthermore, section 121 of the Military Construction Appropriation Act for Fiscal
Year 2001 requires that military facilities that have been used as polling places over recent years
must be permitted to be used as polling places for the November election. Enactmentof H.R.
5174 is not necessary, therefore, to relieve any possible inconvenience to voters in the November
election resulting from enforcement ofthe Department of Defense policy.

Finally, we want to point out that our policy does not apply to National Guard armories or
other Guard facilities. These buildings are subject to the control of state Governors through their

Adjutant Generals, not the Department of Defense.

The Office of Management and Budget advises that, from the standpoint of the
Administration's program, there is no objection to the presentation of this report for consideration
of the Committee.

tor-nNn 'S
f
, ®C C r-o
ow -rke
cc: The Honorable Steny H. Hoyer .0 C

Ranking Member
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Monday, February 19,2001

Shari & Pam,

I nerd fiscal notes for HB 123 "An Act relating to the use of frequent flyer miles or another bonus earned
on travel paid for by the state” by Thursday, February 22.

Thanks for your help.

Rynnieva

2/19/01 3:29 PM
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Alaska State Legislature
CIIMK
TRANSPORTATION

VICE-CHAIR
LAIIOK AM) COMMERCE

MEMBER
COMMUNITV AND REGIONAL AFFAIRS

SPECIAL COMMITTEE R ) A g Hoat
ECONOMIC DEVELOPMENT AND TOURISM epresentative Andrew alero
District 12

Date: February 15,2001

To: Representative John Coghill

Chairman, House State Affairs Com mittee
From Representative Andrew Halcro

Re: Hearing Ru _,est - HB 123

SESSIOX

STATE CAPITOL. SUITE 418
JUNEAU, AK99HOI-1182
19071 465-4959

FAX (911714052418
1-800*465-4959

IXTERIM

716 WEST 4TI SUITE 620
ANCHORAGE, AK 99501
19071 269-0244

FAX 1907) 269-0248

n
lrespectfully request the House State Affairs Com mittee schedule HB 123 - An

Act relating to the use offrequentflyer miles or another bonus earned on travel

paldfOF by the State“ for acommittee hearing at your earliest convenience.

This legislation would save the State of Alaska on transportation expenses by

utilizing travel awards earned by state employees on official business travel for

subsequent state travel. Additionally, some travel agents have indicated state

employees may not be selecting the least expensive carrier option when traveling

on state business because they want to accrue frequent flyer miles on their

preferred carrier.

Attached for your information is the referral packet including a copy of the
legislation, sponsor statement, travel expenditures com piled for recent fiscal
years, and a copy of the applicable federal travel regulations.

Please contact Kevin Hand of my staff at x4939 as needed.

Thank your for your consideration.

E-Mail: Rcprecsentative_Andrcw_Halcro<s)k,gis.staic.ak.us



FISCAL NOTE

NO.
STATE OF ALASKA BILL VERSION:
2001 LEGISLATIVE SESSION PUBLISH DATE:
Revision Date: Department Affected:  Legislature
Title: "An act relating to the use of frequent BRU: Legislative Council
flyer miles or another bonus earned on travel paid..." Legislative Operating Budget
Sponsor:  Representative Halcro Component: Al

Requestor:  House State Affairs
COMPONENT SERIAL NO:

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 02 FY 03 FY 04 FY 05 FY 06 FY 07
PERSONAL SERVICES 16.2 137 13. 13. 137 13.
TRAVEL = -3. -3 -3
CONTRACTUAL 0

0

0

oo oWy

cCoow—y
ooo%

.
g
0
SUPPLIES 0
EQUIPMENT 0
LAND & STRUCTURES
GRANTS, CLAIMS

MISCELLANEOUS
TOTAL OPERATING 0.0 9.8 9.8 9.8 9.8 9.8

OO OoOO

CAPITAL
REVENUE FUND SOURCE

FUNDING: (Thousands of Dollars)

GENERAL FUND 0.0 9.8 9.8 9.8 9.8 9.8
FEDERAL FUNDS

OTHER FUND SOURCE

TOTAL 0.0 9.8 9.8 9.8 9.8 9.8
POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact:

ANALYSIS: (Attach a separate page if necessary)
HB 123 would require Legislators and Legislative Branch employees who participate in frequent

flyer mileage programs or other bonus programs and who accrue miles or another bonus in the program because
of state-paid travel expenses use the mileage or bonus for subsequent state travel. The Legislative Council

will implement this program for the Legislative Branch. The Legislature would realize cost savings from cashing
in mileage for airline travel but would also incur costs due to increased monitoring responsibilities.

Prepared By: Karla Schofield, Deputy D|rectoh"IkJX/"|ZaJ|"" Phone: 465-3852
Division: Administrative Services " Date: JL |2 |jO|

Approved By: Pamela A. Varni, Executive Director J o
Agency: Legislative Affairs Agency Date: V | Vu 0

Distribution (by preparer): Leg. Finance, Legislative Sponsor, Requestor, OMB, Gov., & Impacted Agency(ies).
Page 10f 2



Personal Services

Travel

PPT Range 12, approximately 1/3 time, to track mileage, and ensure
the State of Alaska received the benefit of legislator and employee paid
travel mileage awards and that Legislative Council policies were followed. 13.7

Programmer time to modify the Legislature's travel database to accommodate 2.5
legislative employees and mileage information.

Cost savings would be realized each time a Legislator or employee used mileage
earned for the purchase of an airline ticket on a subsequent trip.

Alaska Airlines mileage can be redeemed for a free airline ticket at 20,000 miles,
or 30,000 for a peak ticket.

A few Legislators would be able to redeem enough mileage for 1 free ticket per year.
Several Legislators would need to accumulate mileage for two or three years to qualify
for a free ticket. Afew Legislators would need to accumulate miles over several years in
order to qualify for a free airline ticket. It would also take several years for those
legislative employees who travel to earn sufficient mileage for a free ticket.

This fiscal note estimates 7 free tickets per year could be purchased. The savings from
the free tickets would not begin to be realized until the second year after the program

was implemented.

Coach airfare to Anchorage is551. 7 times 551 = 3,857 -3.9
Savings to the Legislature would be 3.9 per year.

Page 2 of 2
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Suigfea &>tate TLegtelature

»>aTh A/J»i*ofy Council eo Bo*v
St*ie Capitol

Junwao Alaska SUM

Phono (007) JE5'3tt«

TO: Senator Halford
Alaska State Senate

ATTN: Theresa Maser

FROMt Lee Ann Lucas'
Senate AdvtsorV Council

1ATE: March ?, 1988

.OBJECT: Frequent Flyer Mileage: 1R# 88-003240

You jskeri the Senate Advisory Council to gather information nr. the I..5 |
liol u.y r>-4j4r(Jiny use of '"frequent flyer"™ mileage awards by its employee’
government business.

41 OR Fart 1-1-25 issued October 18, 1983 (see Attachment A) incorporates
and cudilies existing policies regarding prumulional materials received by
employees in connection with official travel and oased on the purchase gf *

ticket or other services (e.g. car rental). lhe regulation states in part:
(a) All  promotional materials (e.g. bonus flights, reduced **re
coupons, cash, merchandise gifts, credits toward future tree or
reduced costs of services or goods, etc.) received by employee:- in

conjunction with official travel and based on the purchase or a
ticket or other services (e.g. car rental) are properly
considered to be due the Government and may not be retained

by the employee.

(b) Promotional coupons that provide for future tree ur rcdm*-.
costs of services (travel) should be integrated into the

agency travel plans to maximice the benefits to the
Government.

The U.S. Department of Transportation, Office of the Secretary, issued an
Order on April 5, 1982 concerning commom carrier promutional efforts (see
Attachment (j; intended to provide guidance for the accountability and
disposition of reduced fare coupons and other promotional gratuities offered hy
common carriers while on official business. Sections 5 and 10 of this Order
read :

5. RESPONSIBILITY Of IRAVELFR. Fach traveler on official
business during a carrier's promotional period is



Inform ation as soon as | receive

it.

"dd: 27 y9P"I0!‘i-i"Si'" ILF'S FI/T hP'IH mm
Senator Halford
March 2, 1936
Page 3

I also contacted Alaska Airlines Gold Coast Travel Service Center to
inquire I f a person could be issued two Gold Coast Travel cards, one for
business and one for personal travel. I was informed that yes that could be
done. I also asked if a card could be issued 1n the name of an agency or
company. Sheresponded that mileage could not be pooled into an agency or
company account, the cards can only be issued under an individual s name.
However, mileage awards may be designated to another person by stating the
designee's nari* on the redemption request form when submitting. Once the
transfer is made, the award then becomes non-transferable.

If 1 can be of further service, please let me know.

LAL:1al
Attachments
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© 9072794836 BONNIE L JACK
Introduced: A/18/89 6-1198A
Referred: State Affairs and

Finance

IN THE HOUSE BY THE FINANCE COMMITTEE

HOUSE BILL NO. 297

IN THE LEGISLATURE OF THE STATE OF ALASKA

SIXTEENTH LEGISLATURE « FIRST SESSION 0
A BILL
For an Act entitled: "An Act relating to use of travel benefits by state

employees.”
BF. IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.90 is amended by adding a new sectionto read:

Sec. 39.90.030. TRAVEL BENEFITS. (a) If the cost of travel or
lodging was paid for by the state or if the employee was reimbursed by
the state for the cost, a state employee may not acquire or use, for
the employee's personal benefit, benefits offered for purchase of the

travel or lodging

(b) This section does not prohibit a state employee from estab-

lishing a state travel account with an airline or other travel entity
or from requesting, if the account is established, that benefits
earned by travel at state expense be credited to that account. Bene-

fits earned on the employee's state travel account may only be used

tor travel expenses incurred oil state business.

Hh 797

P04
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(0 In this section, "stale agency"”

means a department, institution, board.

commission, division, authority, public corporation, com m ittee, or other admin,srra.tve

uni, 0. the executive, judiciai, or legislative branch 0. state government, includm g the

University of Alaska, the Alaska Housing Finance Corporation, and the Alaska

Railroad Corporation.
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POM for Representative Halcro H

From: %OOCErﬂZJt%n'sA\evré Telephone: 250-1953

Email Anchorage, AK 99516 NON Constituent Registered Voter: V
mail;

E/lilli HB 123 Title: USE CF BONUSES EARNED ON STATE TRAVEL
essage;

Tremendous savin?s could be realized if state travel was done by using frequent flyer miles earned
by individuals while on state travel. These miles belong to the state. They would not have been
earned were it not for the state travel. There's no reason they shouldn't be used for state travel.

Entered in ANC on  2/20/01 POMID:99222 Distribution: 15
j Main Menu . J Store All .| Store This One . J Prev M . | Next POM

Message 2 out of 12,

of | 2/23/01 4:07 PM



FISCAL NOTE
NO.

STATE OF ALASKA BILL VERSION: HB 123

2001 LEGISLATIVE SESSION PUBLISH DATE:

Revision Date: Department Affected: Legislature

Title: "An act relating to the use of frequent  BRU: Legislative Councll

flyer miles or another bonus earned on travel paid..." Legislative Operating Budget
Sponsor:  Representative Halcro Component: Al

Requestor: House State Affairs

COMPONENT SERIAL NO:

Expenditures/Revenues: (Thousands of Dollars!

OPERATING FY 02 FY 03 FY 04 FY 05 FY 06 FY 07
PERSONAL SERVICES 16.2 137 13.7 137 137 137
TRAVEL 0 -3.9 -3.9 -3.9 -3.9 -3.9
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 16.2 9.8 9.8 9.8 9.8 9.8
ICAPITAL 0 0 0 0 0 0
REVENUE FUND SOURCE 0 0 0 0 0 0
FUNDING: (Thousands of Dollars)
GENERAL FUND 16.2 9.8 9.8 9.8 9.8 9.8
FEDERAL FUNDS
OTHER FUND SOURCE
TOTAL 16.2 9.8 9.8 9.8 9.8 9.8
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact:
ANALYSIS: (Attach a separate page if necessary)

HB 123 would require Legislators and Legislative Branch employees who participate in frequent

flrer mileage programs or other honus programs and who accrue miles or another bonus in the program because
of state-paid travel expenses use the mileage or bonus tor subsequent state travel. The Legislative Council
will implement this program for the Legislative Branch. The Legislature would realize cost savings from cashing
in mileage for airline travel but would also incur costs due to ipcreased.monitoring responsibilities.
Prepared By: Karla Schofield, Deputy Director fy JJ jT Phone: 465-3852
Division: ~ Administrative Services 0 r Date:7-/"-( 10 (
Approved By: Pamela A. Varni, Executive Director -1
Agency:  Legislative Affairs Agency Date: Tsfy\\lo 1

Distribution (by preparer): Leg. Finance, Legislative Sponsor, Requestor, OMB, Gov., & Impacted Agency(ies).
Page 10f 2



Eersonal Services

PPT Range 12, approximately 1/3 time, to track mileage, and ensure
the State of Alaska received the benefit of legislator and employee Fa|d
travel mileage awards and that Legislative Council policies were followed.

Programmer time to modify the Legislature’s travel database to accommodate
legislative employees and mileage information.

Travel

Cost savings would be realized each time a Legislator or employee used mileage
earned for the purchase of an airline ticket on a subsequent trip.

Alaska Airlines mileage can be redeemed fora free airline ticket at 20,000 miles,
or 30,000 for a peak ticket.

A few Legislators would be able to redeem enough mileage for 1 free ticket per year.
Several Legislators would need to accumulate mileage for two or three years to qualify
for a free ticket. A few Legislators would need to accumulate miles over several years in
order to qualify for a free airline ticket. Itwould also take several years for those
legislative employees who travel to earn sufficient mileage for a free ticket.

This fiscal note estimates 7 free tickets per year could be purchased. The savings from
the free tickets would not begin to be realized until the second year after the program

was implemented.

Coach airfare to Anchorage is 551. [times 551 = 3,857
Savings to the Legislature would be 3.9 per year.

Page 2 of 2



