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608 Old Hwy., Suit* 117 • Ftlrbankx, Alaska 99701
Phone (907) 4B1-7i11 • 1-600-478-704* • Fax (907) A61.8701

January 31, 2002

Representative Joe Hayes 
(907) 465-2937 FAX

Dear Mr. Hayes,

I would like to lend my support to HB300. Travel agencies are facing greater financial 
challenges every year as the airlines continue to decrease our commissions. Service fees are a 
must for travel agencies to continue to survive.

The STATE should W0T be exefr.pt from paying for services from any business. We provide a 
valuable service. I do not want to see our public servants wasting time and money trying to be 
travel agents, whe'. a call to a professional 2nd efficient travel agent can have a state 
employee off the phone and the Internet in minutes. Currently the State dees not pay for the 
service of ticket delivery or the additional time spent If a ticket has to be changed and 
reissued.

Thank you, Mr. Hayes for supporting HB300. Please let me know If I can assist, 1n any way, to 
help pass this bill.

Sincerely,

Yulanda Johansen, CTC 
Owner

Alaska Native Owned

Email: yulancUJnorthcmHahtstravel.com
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January 29, 2002

Representative Joe Hayes 
907/485 29J7 Fax

Dear Mr. Hayes;

I would like to lend my support to HB300. Travel agencies are facing great financial 
challenges as we see our airline comm issions shrinking with every passing year.
Service fees have become a way of life in the travel agent industry and without them few 
of us could remain in business. The state should not be exempt from paying fo r services 
from any business W e --ov ide a great service, as anyone who has sat on hold with the 
airlines or fumbled the . jn  internet booking can attest to. Quite frankly, I do not want 
to see our public servant, wasting time and money trying to be travel agents, when a 
call to a professional and efficient travel agent can have a state employee off the phone 
in minutes. The state does not even pay for the service of ticket delivery or the 
additional time spent if a ticket has to be changed and reissued.

My hat is off to you Mr. Hayes, please do not hesitate to contact me if there is anything 
further I can do in this endeavor.

Manager/partner

805 Airport Road, Suite 2 • Fairbanks, Alaska 99701 • (907) 452-3636



Becky's Travel Servlcei 
3035 MounUlnwood Circle 

Junnu. AK 99101 
(907) 7I9.J576

fc'tU $CO
I am Beeicy 

commission cuti and 
revenue comci from J 
hard on my bminai. I 
stay In buetneai

win Becky1! Tnvel Service and I have been In the Travel Industry for | H year*. With the 
loi ing my itate travel, 1 don’l know how long I will be able io nay In bualnMi. Moil of my 

StR l T>ivel and my client* were forced to go through only one agency. That made thing* ruaily 
hfjpe thli bill gnt patted IO they e»n ehooats who they prefar to use end help all the tgenclti

Sincerely. 
Becky Thom**



To: Rep. Hayes
FAX: 907 46J-2937 f -

From: Carol Callahan, Owner/Partner 
Sweetwater Travel 

FAX: 907 452-2154

Subject: House Bill No. 300

House bill sounds great. Short and sweet and Jhows all of the agencies intent of using mote than one 
provider and being able to charge fees, which are essential for the existence of smaller agencies. Hope it 
flies.



December 27,2000

Kymm Bowthorpe
3262 M endenhall Loop Rd. #2 ^
Juneau, AK 99801 1
790-3282-h

l

i
Senator Kim Elton 
State Capitol Room 504 
Juneau, AK 99801-1182

Dear Mr. Elton,

I am writing to you today regarding an issue that I believe is a very serious one, the State 
o f  Alaska and its travel.

As a former travel consultant o f  15 years, I have seen many argum ents the state has made 
agains’ putting its travel out to  bid. Enclosed you will find a letter written by Fran U lm er 
to our form er governor, W alter Hickle, concerning the subject.

At this point I believe it is tim e for the state to make a m ajor change. Several travel 
agencies in Juneau, as well as around the state, have gone out o f  business in the last 
couple o f  years. For some, it was due to the airlines cutting their commissions, for others 
it was a direct result o f  the states unwillingness to pay service fees in support o f local 
businesses.

I have also enclosed a research paper that I have done on the subject. I do hope you will 
take the time to look it over. I believe this is a serious issue and one that needs your 
attention.

Thank you for your time.

Kymm Bowthorpe



The Future of State Travel

This past year has been a real test for the travel agents in our state. The airlines 

have cut their com m issions in half. W hat once was a thriving enterprise is now  a 

business struggling to hang on by its fingernails. Even when com m issions were 10 

percent o f  airline ticket sales, the agencies w ere only m aking it with about a 1 percent 

profit margin. W hen the airlines cut com m issions, agencies were forced to charge their 

custom ers service fees, or risk going out o f  business altogether. In our little town o f  

Juneau, two years ago there were eight travel agencies, now only three remain (those who 

started charging the fees). The agencies that tried to hold out on charging fees, ju st to 

keep som e o f  their corporate and State o f  A laska business, have failed.

The State o f  A laska has refused to pay agencies fees from the very beginning. 

W ith som e agents not charging state travelers a service fee, it was easy for the state to get 

away w ith not paying service fees. To m e this very practice goes against the state’s 

w illingness to support local businesses. B ecause the sta te’s travel is such a large am ount 

o f  business, agencies were willing to forgo charging the state travelers a fee, ju s t to get 

their business. However, the agency not charging a service fee to the state has paid the 

ultim ate price. Southeast Executravel, one o f  the agencies not charging state travelers 

service fees, closed their doors this past Friday, D ecem ber 8th.

Just the mere mention o f  The State o f  Alaska and travel in the sam e sentence is 

enough to start an argum ent in some polu ical circles. For many years the state has been 

trying to cut expenses, but travel seems to  be the one area where the government is 

reluctant to make a change in the way they are currently doing business. At the m om ent, 

the State o f A laska has a travel policy listed in T he State o f  A laska A dm inistrative 

M anual for its travelers to follow. The state currently has its travelers m ake their own 

arrangem ents with whom ever or however they wish. Em ployees are simply trusted to 

make their arrangem ents in the best interest o f  the state. K im  G am ero, D irector o f  

Finance at The D epartm ent o f A dm inistration, says that the state w ants its travelers to 

have a choice when it com es to making travel arrangem ents (pers com m un). However,



with the state unw illing to pay travel agency service fees, the travelers ultim ately w ill not 

have a choice.

Another point Garnero makes in regard to  contracting out the state s travel 

business is that right now the procurem ent code requires the state to com petitively bid 

where com petition exists, and choose the lowest cost provider o f  the services needed.

This is being interpreted to mean that if  an agency is not charging a fee, then they m ust 

be the lowest cost provider. But what guarantee is there? H ow  does the state know it is 

not being overcharged for an airline ticket? M aybe a lower fare was available, but the 

agent was instructed to sell the state traveler the higher fare. M aybe there was a low er 

rate at the hotel, bu t the agent gave them the higher one because they knew  it was w ithin 

the allowed per diem. At this time some travel agencies are chejging fees and some are 

not. In Juneau, for instance, there is one that does not charge fees and two that do charge 

service fees. Since some are not charging a fee, there is no need for the state to 

com petitively bid out its travel. Therefore, travelers are forced by the state to use the 

agencies that do not charge service fees regardless o f  the level o f  service the agency is 

providing. The state wants its travelers to bcok whatever is in the best interest o f  the 

state, but how do travelers know if  they are getting the best deal for the state? Why does 

the state leave it up to the traveler to ensure it is getting the best deal? W hy is it assum ed 

by the state that if  it is not paying a fee for a service, it is getting the best deal?

If  the State o f  Alaska contracted out its travel, it w ould ensure that its travelers 

received the best possible service, as well as saving the state tim e and money in the long 

run. Travel agencies currently can help businesses negotiate w ith vendors (car rental 

com panies, hotels, and airlines), track travel expenses, provide very detailed reporting for 

accounting purposes, and save the travelers tim e when arranging travel. Some agents 

will even reconcile billings and travel claims. All o f  these services can be negotiated in a 

contract. Travel com panies will usually try to negotiate as m uch service into a contract 

as a custom er calls for.

Sharon Lowe, Administrative M anager for Public H ealth, D epartm ent o f Health 

and Social Services, says that when she needs to travel, all she w ants to do is call 

someone up, tell them where she is going, that she needs a car and a hotel, and have them 

fax the confirm ation to her (pers com raun). She does not w ant to spend time searching



for everything she needs on-line, nor does she wish to make a m ultitude o f  phone calls to 

all the separate vendors. She does not w ant her s ta ff to waste their time searching for 

everything as though they were am ateur travel arrangers. She needs a professional to 

handle her travel for her. If  Sharon and her staff are doing their own travel arranging, as 

many state w orkers are, by the time they are finished researching everything, it probably 

would have cost the state less to go ahead and pay a travel agent a service fee to do the 

work for them. A fter speaking in depth w ith Sharon on the subject, as w ell as other 

cow orkers, this seem s to be the consensus. State travelers do not want to spend their time 

researching travel, they want to be able to call a professional and have them  handle it and 

spend their tim e doing the work the state hired them  to do.

A travel professional that is skilled at booking governm ent reservations, w hich by 

the way is a specialty in the travel business, is a highly revered individual. They usually 

have many years o f  experience and know  which vendors will give governm ent travelers 

the best deals. W hen I called American Express Travel and spoke to Sanci Raynor (pers 

com m un), a G overnm ent Travel Counselor, she was able to tell me right o ff the top o f  her 

head how m uch a governm ent rate is at the H ilton in A nchorage, and at the W arw ick in 

Seattle. She know s exactly who has the low est governm ent rate for a car rental, and what 

the best deal on an airline ticket is. The softw are that is available to a travel professional 

is different than w hat is available to the public. A  travel agent has all the airline rates on 

one screen, enabling her/him to see ju s t w ho has the low est fares. The sam e goes for car 

rentals and hotels. I f  state travelers are usiug unskilled agents or the Internet to book 

their travel, perhaps they are not using all o f  the travel discounts they could be.

B ecause the Internet has becom e a whole new  world for travelers, there is a myth 

that John Q. Public now  has as much know ledge in regard to travel as a professional 

travel consultant does. The reality is that when John Q. Public is booking his own 

com plicated reservations to Sydney, A ustralia on-line he will spend as mucn as four 

hours researching, then only to find he booked h im se lf on a m isconnect (he d idn’t give 

h im self enough tim e to catch his connection). W hen he arrives in Sydney, trying to get 

through custom s turns into a nightmare. There was no one on the Internet to advise him 

that he needed a passport and a visa to en ter the country. Finally he m akes it out o f  the 

airport only to find that he booked his hotel for the w rong day (he forgot about the



international date line) and now he has no where to stay. All o f these things could have 

been avoided by using a professional.

A nother thing you may not realize about booking airline tickets on-line that 

involve more than one carrier is you and your luggage may have problem s making it to 

your destination. When you have one ticket that is Juneau to Seattle on Alaska A irlines 

and another ticket Seattle to M inneapolis on N orthw est Airlines, A laska Airlines is only 

obligated to protect you to Seattle if  you get w eathered in. Ln other words since your 

ticket on A laska is only to Seattle, they do not have to rebook you on any Northwest 

Flights. So technically Northwest could make you purchase a new  ticket ooce you arrive 

in Seattle. Any seasoned traveler knows this is not something they w ant to have to deal 

with, especially if  they are on business travel.

Som ething else the state may want to take a hard look at is negotiating with 

vendors. Travel agencies will negotiate on behalf o f  the state for special ra.tes. Some 

travel com panies, such as American Express Travel, already have negotiated rates in 

place for their clients. Shannon Wiley, M anager o f  the Juneau A m erican Express Travel 

office, told me that her company has negotiated rates with car rental com panies, hotels, 

and airlines world wide that any o f their custom ers can use (pers com m un). Up to this 

time, the state has not had any luck negotiating a special rate w ith any airline; however, 

with the buying power o f  a large travel com pany, it may have a better char.ce. For 

exam ple, G reen’s Creek Mining Company has a 5 percent discount on m ost domestic 

carriers and an even larger discount on international carriers. T hat may not sound big 

when you are talking about one airline ticket, but when you are talking about thousands 

o f  tickets, it adds up.

W ith travel companies willing to track travel expenses and reconcile billings and 

travel claims, w hat state traveler or state accountant w ouldn’t w ant to contract it out?

The money the state spends on these activities alone would m ost likely pay for the 

contract within the first month. The state has a very outdated accounting system. 

Corporate travel companies spend m illions on keeping their system s up to date to keep up 

with their custom ers’ needs. They have program m ers and state-of-the-art computer 

equipment. The state would just have to ask for w hat they want in backroom  services, 

and the travel company would most likely be able to accom m odate them.



Contracting out travel is the way corporate Am erica and even the Federal 

Government does their travel business. They have come to realize that outsourcing is the 

best option for such a com plicated task. Com panies that don’t want to be in the travel 

business are leaving it up to the professionals. The State o f  Alaska needs to move into 

the twenty-first century. I f  it were to contract out its travel, it would save time for its 

accountants as well as its travelers. Outsourcing allows state workers the opportunity to 

cut down travel problem s by using a professional agent and the state would have m ore 

negotiating pow er with vendors. All o f  these things together make good business sense 

and would save a great deal o f money for the state in the long run.
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FISCAL NOTE
STATE OF ALASKA
2002 LEGISLATIVE SESSION

Fiscal Note Number:
Bill Version:
() Publish Date:

HB 300

R evision  D ate/T im e (N ote  if co rrec tio n ): (R ev . 4 /8 /0 2 ) D ept. A ffected: All
Title An Act re la tiong  to th e  p ro c u re m e n t BRU All

of c e rta in  trav e l s e rv ic e s . C o m p o n en t All
S p o n so i R e p re se n ta tiv e  H a y e s
R e q u e s te r  H o u se  F in an ce C o m p o n en t No. All

E x p e n d i t u r e s / R e v e n u e s ( T h o u s a n d s  o f  D o l la r s )
N ote: A m o u n ts  d o  no t include inflation u n le s s  o th e rw ise  n o te d  below .
O PER A TIN G  E X PEN D ITU R ES FY 2 0 0 3 FY 2004 FY 2005 FY 2 0 0 6 FY 2 0 0 7 FY 20 0 8
P e rso n a l S e rv ic e s
T ravel
C o n trac tu al
S u p p lies
E qu ipm en t
L and & S tru c tu re s
G ra n ts  & C laim s
M isce llan eo u s

TOTAL O PER A TIN G * * • Hr *

CAPITAL EX PEN D ITU R ES

CHA NGE IN R E V E N U E S ( )

FUND SO U R C E (T h o u sa n d s  of D ollars)
1002 f e d e r a l  R e ce ip ts
1003 G F M atch
1004 G F
1005 G F /P ro g ram  R e ce ip ts
1037 G F /M ental H ealth
O th er (Specify Type-D o not abbreviate)

TOTAL * * * * * *

E s tim a te  o f  a n y  c u r r e n t  y e a r  (FY 2002) c o s t : 0 .0
C h e c k  th is  b o x  (X) if fu n d in g  fo r  t h is  bill i s  In c lu d e d  in  th e  G o v e r n o r 's  FY 20 0 3  b u d g e t  p r o p o s a l :

PO SITIO N S
Full-time
P art-tim e
T em oorary

ANALYSIS: (Attach a separate page if necessary)
With the recent round commission cuts, m ost airlines a re  now paying no commissions to travel ag en ts . This situation will 
effectively end the ability of travel ag en ts  to waive fees for sta te  travel. To address this change under current procurem ent law 
requires competilive solicitation which will culminate in contract awards to a  single travel agent in e ach  location w here we currently 
do not have contracts.

HB 300 would eliminate the requirement for competitive procurem ents and allow the Slate to se t a  reasonab le  threshhold that could 
bo paid to all travel agenls in locations without current contracts. The difference between this threshhold and a competitively 
procured fee s impossible to predict, but the $8 estim ate used  on the original fiscal note is a  conservative guess. Tho num ber of 
tickets purch ised in 2001 on which fees were waived w as 28,599. At S8 per ticket, the estim ated savings of competitively 
procuring tra/el agent services is S228.792.

P re p a re d  by: 
Division

A pproved  by: 
A gency

V ern J o n e s P h o n e  4 6 5 -5 6 8 4
Division o f G e n e ra l S e rv ic e s D a te /T im e  0 4 /0 8 /0 2

Jim  D u n can , C o m m iss io n e r D a te  4 /8 /2 0 0 2
D e p a rtm en t ol A dm in istra tion

(Rcvisod 9/2001 OMB) Page 1 of_1_
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Finance Committee considered HOUSE BILL NO. 300
HB 300 PROCUREMENT OF TRAVEL SERVICES 

"An Act relating to the procurement of certain travel services."

and recommends:

] be re p laced  with.

adopt previous _ S -  cs  I4 -&  2>OQi ^ T  I
] attached amendment(s)

Senate Bill:
[ ] Sv..ne title 
[ j new title 
House Bill:
[ ] same title 
[ ] technical title 
[ ] new: SCR #_

[ ] APPROPRIATION -  no fiscal note

[ ] adopt Letter of Intent by

[ ] further referral to ____

NEW FISCAL NOTE(S):

Do
Pass

Do N ot 

Pass
N o  Rec Amend

_______Committee

  Committee

PREVIOUS FISCAL NOTE(S):
| Department
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STATE OF ALASKA
2002 LEGISLATIVE SESSION

R evision  D ate/T im e (N o te  if co rrec tion ): 
Title

Fiscal Note Number: J ______
Bill Version: HB 300
(H) Publish Date: 2/22/02

An Act re la tin g  to  th e  p ro c u re m e n t of c e rta in  
travel s e rv ic e s

D ept. A ffected : All
[B R U  ______________All_

C o m p o n e n t_____________ All
S p o n s o r
R e q u e s te r

R e p re se n ta tiv e  H a y es
H o u se  S ta te  Affiars

E x p e n d i t u r e s / R e v e n u e s

C o m p o n e n t No. 

( T h o u s a n d s  o f  D o l la r s )

All

N ote: A m o u n ts  d o  n o t in clu d e  inflation u n le s s  o th e rw ise  n o te d  below .
O P ER A TIN G  E X PE N D ITU R ES FY 2 0 0 3 FY 2 0 0 4 FY 2 0 0 5 FY 2 0 0 6 FY 2 0 0 7 FY 2 0 0 8
P e rso n a l  S e rv ic e s
T ravel
C o n trac tu a l
S u p p lie s
E q u ip m en t
L and & S tru c tu re s
G ra n ts  & C la im s
M isc e lla n eo u s

TOTA L O PER A TIN G * « * • • *

CA PITA L E X PE N D ITU R ES | | | |

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

FUND S O U R C E (T h o u sa n d s  of D ollars)
1002  F e d e ra l R e ce ip ts
1003 G F  M atch
1004 G F
1005 G F /P ro g ram  R e c e ip ts
1037  G F /M enta l H ealth
O th e r (Speciyf)

TOTAL * • • » * •

E s t im a te  o f  a n y  c u r r e n t  y e a r  (FY 2002) c o s t : 0 .0
C h e c k  th is  b o x  (X) if f u n d in g  fo r  th is  bill is  in c lu d e d  in th e  G o v e r n o r 's  FY 2 0 0 3  b u d g e t  p r o p o s a l :

PO SIT IO N S
Full-tim e
Part-tim e
T em p o rary

A N A LY SIS: (Attach a  separata page if necessary)
Estimated impact is based  on the following assum ptions and calendar year 2001 data, provided by tho S ta le 's  t-avel card prouder 
The assum ption is that sla te  agencies will absorb the cost in existing budgets.

Total num ber of tickets purchased 49,308
less purchased direct from Airlines 11.195

Tickets purchased from travel agen ts 38,113
less tickets from contract travel agen ts (foes charged) 9.514

Tickets purchased from travel agen ts wh"> waived foes 28,599

Cost of paying fees for services curron .y received at no cost S229.792
(28,599 tickets X assum ed  fee i 38)

P re p a re d  by: 
Division

A p p ro v ed  by: 
A g en cy

Vorn J o n e s P h o n e  4 6 5 -5 6 8 4
Division of G e n e ra l S e rv ic e s D a le /T im e  0 2 /0 4 /0 2

Jim  D u n can . C o m m iss io n e r D a te  2 /7 /2 0 0 2
D e p a rtm en t of A dm inistra tion
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Labor & Commerce 
Military & Veterans Affairs 
Stale Affairs 
Regulation Review

House Committees

^ Representative e 
Joe Hayes

! 19 N. Cushman. Sie. 205 
Fairbanks. AK 99701 

t907 > 456-7423 / Fax: 451 -9295

While in Juneau 
Stale Capitol 

Juneau.AK 99801-IIS2 
(9071 465-3466 / Fax: 465-2937

Sponsor Statement 
HB 300

HB 300 will allow for the exemption o f contracts for certain types of travel services 
including airplane travel, hotel accommodations and travel agency services from the 
procurem ent procedures of AS 36.30.

In February 2002, Alaska Airlines adopted a policy similar to other major airlines 
capping travel agent com m issions from 5% of the total ticket price to $10 and $20 for 
one-way and roundtrip airline tickets, respectively. March 2002 broug.it even worse 
news to the agencies when the airlines declared that all airline com missions would cease. 
A laska Airlines has not yet cut their com missions to travel agents, but it is expected that 
they will by May 2002. Due to the abatement of com missions, it has become necessary 
for many travel agencies to rely on agency fees to stay in business.

Since HB 300 will exem pt certain travel services from the procurement procedures 
codified in AS 36.30, adm inistrative agencies will be able to choose travel providers on a 
case-by-case basis. This will foster competition by allowing for the consideration o f all 
agencies. T hc existence o f competition is important to ensure the State will get the best 
price available. If we allow several travel agencies to go out of business, we can be 
certain a monopoly will ensue and the state will be forced to pay whatever price is set by 
the few existing agencies.

Passing the bill will give all travel agencies an opportunity to provide state travel, thus 
protecting and fostering Alaskan jobs and businesses. I ask for your support in passing 
this legislation.

------------- D istrict 30 ------------
rcpresentative_jocJiayes@ legis.state.ak.us

mailto:rcpresentative_jocJiayes@legis.state.ak.us
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D E P A R T M E N T  O F A D M IN IS T R A T IO N

OFFICE OF THE COMMISSIONER

April 5, 2002

A A A  Travel
9191 Old Seward Hwy. # 20 
Anchorage, AK 99515-2040

Dear Travel Agent:

The most recent round o f  com m ission cuts by airlines is forcing the State o f  A laska to change the w ay it 
purchases travel. As you m ay know, unless we conduct a competitive procurem ent, the State is statutorily 
able to transact business only with travel agents who have agreed to waive fees for their services. Now 
that most airlines have quit paying commissions, we believe it is highly unlikely travel agents can 
continue waiving fees for state travel.

One strategy suggested by travel agents is to set a fee threshold that could be paid to any iravel agent for 
stale travel. This is not perm issible under present procurem ent law, which requires com petitively 
awarded contracts when the State expends money.

However, the legislature is considering House Bill 300, which would exempt travel services from the 
normal com petitive requirem ents o f  the procurem ent law. Should HB 300 becom e law, we would have 
the option o f  working with travel agents to establish a fee threshold that could be paid by slate agencies to 
any iravel agent in locations where we have no existing contracts.

We continue to m onitor the progress o f HB 300; its ultim ate fate will dictate the S tate’s course o f  action.

In the m eantim e, we are preparing to pursue a com petitive procurement for the locations where w<: 
presently have no contracts, in the event HB 300 or sim ilar legislation fails to pass this session Tnese 
locations include Anchorage, Fairbanks, and several sm aller communities. Under current law, this 
procurem ent would result in single vendors in each location. On April 18l\  we w ill mail each travel agent 
in these locations a copy o f  the com petitive solicitation.

1 wanted to let you know where things stand in this fast-changing area. 1 understand recent changes have 
made your econom ic situation difficult. The State o f  A laska benefits greatly from the services o f 
professional travel agents. We hope to continue these positive relationships to m ost efficiently 
accom plish the mission o f  government.

Sincerely,

——

Jim Duncan 
Comm issioner

P.O. BOX 110200 
JUNEAU. ALASKA 99B11-0200 
PHONE. (907) 465-2200
FAX• (907)465-2135

~ , TONY KNOWLES, GOVERNOR
l£\ |i /M vK I vr\ l[\\
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Memorandum

Subject: Sectional S um m ary  o f  HB 300 relating to the p ro cu rem en t o f  certain
travel services

From: R epresentative Joe Hayes

D a te : M ay 3, 2002

Section 1. Excludes from  the state s p rocurem ent code (AS 36.30) con tracts for 
travel services, except for m o 'o r  vehicle rentals.

Section 2. States tha t sec. 2 o f  the bill does no t apply to ongoing  con tracts entered 
in to  before the effective date o f  the Act.

------------  D istrict 30 ------------
representative. joc_hayes(g)]egis.state.ak.us
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HB 300 Testim ony 
H ouse State Affairs hearing 
2/21/02 8:00 am

Room 102 Capital

Hello, my name is Kim Gamero and I work as the director of finance in the Departm ent 
of Administration.

I am not an expert on procurement issues, but I am familiar with the business relationship 
between the State of Alaska and iravel agencies.

State governm ent has a long history of relying on the private sector for professional travel 
services. Until a few years ago, these services were free to travelers because travel 
agencies relied on com missions from the travel providers such as airlines and hotels. 
Because no public funds were spent for these services, each state office was able to use 
the travel agent of their choice and strong loyalties developed.

In O ctober 1999, airlines cut travel agent com m issions from 8% to 5%. This 37.5% 
reduction was an early step in a trend that has continued to place severe econom ic 
pressure on travel agents. With ever declining com m issions from airlines, more and more 
travel agencies have respon Jed by initiating fees for their services.

When fees are introduced for travel services, the issue of com petitive procurem ent arises. 
The State o f Alaska spends over $16 million a year on airline tickets; a fee as low as 1% 
results in $160,000 spent statewide for services. Current procurem ent law requires 
formal com petitive bids for purchases o f this size. The result is that all state iravel 
purchases are then made from the successful bidder.

O ur policy has been to obtain travel agent services w ithout paying fees w henever 
possible. To that end, the Department of Administration has m aintained a web site listing 
travel agents willing to provide services free of charge to State agencies. State agencies 
may use any of the travel agencies listed or any other travel agency w illing to waive fees 
f i r  their business.

In com m unities where no travel agencies were willing to provide free services, we 
com petitively established a travel agent contract in accordance with the Procurement 
Code. This has resulted in single award contracts for the com m unities o f Juneau. 
W rangell, Petersburg, Haines, Cordova, Seward, and Dillingham. Fees paid under these 
contracts range from $5 to $20 for an airline ticket.

Effects o f the bill

If this legislation passes, travel related services would be exem pted from the procurem ent 
code. In that case, the Department o f Administration will meet with industry 
representatives to establish a reasonable fee schedule, which will become the 
“benchm ark” fo rdo ing  business with the State.



Any travel agency w illing to provide services at or below the benchm ark will be eligible 
to receive State business. State employees could choose to use any eligible travel agency.

To sum up, passage o f the HB 300 would eliminate the requirem ent for com petitive 
procurement in order to pay fees, but it would not prevent establishing future travel 
agency contracts when in the State’s best interest. It would have no effect on our current 
travel agency contracts since they are preexisting and legally binding.

I would be happy to answ er any questions.

Thank you.
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January 31, 2002

Representative Joe Hayes 
(907) 165-2937 FAX

Dear Mr. Hayes,

I would like to lend my support to HB300. Travel agencies are facing greater financial 
challenges every year as the airlines continue to decrease our commissions. Service fees are a 
must for travel agencies to continue to survive.

fhe ST ATE should HOT be exempt from paying for services from any business. We provide a 
valuable service. I do not want to see our public servants wasting time and money trying to be 
travel agents, when a call to a professional and efficient travel agent C2rs have a state 
employee off the phone and the internet in minutes. Currently the State does not pay for the 
service of ticket delivery or the additional time spent if a ticket has to be changed and 
reissued.

Thanh you, Mr. Hayes for supporting HB300. Please let me know If I can assist, in any way, to 
help pass this bill.

Sincerely,

Yulanda Johansen, CTC 
Owner

Alaska I lattve Owned

Email: vulanda(Snottheml1ahutravel.com

v .*■ * 
v .k r 'T



J.HIi-31 “Ui 1 nu 4.42 rM VKOAbUtti; ir.AVEL l*AA HU. bUI 4DZ JbOb t. I

(  \ r  S nw y  ' <
4 / T V —s<\

January 29, 2002

Representative Joe Hayes 
907/465 2927 Fax

Dear Mr. Hayes;

I would like to lend my support to HB300. Travel agencies are facing great financial 
challenges as wo see our airline commissions shrinking with every passing year.
Service fees have become a way of life in the travel agent industry and without them few 
of us could remain in business. The state should not be exempt from paying for services 
from any business We provide a great service, as anyone who has sat en hold with the 
airlines or fumbled though an internet booking can attest to. Quite frankly, I do not want 
to see our public servants wasting time and money trying, to be travel agents, when a 
call to a professional and efficient travel egent can have a state employee off the phone 
in minutes. The state does not even pay for the service of ticket delivery or the 
additional time spent if a ticket has to be changed and reissued.

My hat is off to you Mr. Hayes, please no not hesitate t.> contact me If t*<ve is anything 
further I can do in this endeavor.

Ramona Oxendine 
Manager/partner

805 Airport Road, Suite 2 • Fairbanks, Ala:;ka 99701 • (907) 452-3636



S e n a t o r  K i m  E l t o n

March 5,2002

Mrs. Cassandra Ritter Days 
PO Box 33716 
Juneau. Alaska 99803

Dear Cassandra:

Thanks for you letter concerning the travel industry in Alaska. Small business is an important part 
of the Alaskan economy and it’s discouraging to see that executive and legislative actions may 
ha' e had a negative impact on small travel businesses in order to save approximately 2 percent on 
the cost of state travel.

It is not good for our economy to simply focus on the 2 percent and not reflect on what ripples 
through the private sector. I wanted to let you know that Representative Joe Hayes (D-Fairbanks) 
has introduced a bill that will eliminate this procurement process for the for travel agents. I ’ve 
attached the copy of Rep. Hayes’ bill, HB 300. Please call my office if you have any questions.

Sincerely,

cc: Representative Hayes

   A l a s k a  S e n a t e    ----
S t a t e  C a p i t o l  -  J u n e a u .  A l a s k a  99801 - 11 82 •  (901) 4<S5- ' 1«347 .  r v  r o r m  °
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March 1, 2002

Representative Joe Hayes 
Alaska State Capitol, Room 422 
Juneau, AK 99301-1182

Dear Representative Hayes:

Thank you for sponsoring House Bill (HB) 300. I also want to thank other members of 
the House State Affairs Committee for their approval of the legislation on February 21, 
2002. Airlines Online & Travel Sen/ices Network, Inc (Airlines Online) supports 
passage of HB 300.

Airlines Online is a full-service travel agency certified by the Airlines Reporting 
Corporation (ARC). We have been headquartered in Anchorage since 1992. Airlines 
Online provides both traditional and internet based travel and travel management 
services on a global basis for corporate, government, and leisure clientele. First and 
foremost, our professional staff provide unparalleled customer service. Airlines Online 
is a member of the Alaska Business Travel Association, American Society of Travel 
Agents, and other travel organizations.

I learned about this legislation by viewing a video of the February 21 hearing. If enacted, 
HB 300 will amend AS 36.30 to allow travel agencies tr charge service fees for travel 
services purchased by state employees. Director Kim Garnero, Division of Finance, 
testified the legislation would not sever existing travel agency/state fee based contracts 
currently in force in a few communities.

At the hearing, Director Garnero also clarified the fiscal note for an $8 roundtrip ticket 
service fee was an estimate and indicated it was still subject to input from travel industry 
representatives. Airlines Online requests to be among the industry 
representatives queried for input by the legislature and Director Garnero 
regarding the fiscal no»e and bill language. Airlines Online would also appreciate 
being informed of future hearings in the House and Senate related to this legislation.

Airlines Online suggests HB 300 should include a provision requiring the state to 
establish a minimum standard for mandatory data reporting by all travel agencies



Representative Joe Hayes -2- March 1, 2002

authorized to sell travel to state employees and assess fees. This reporting 
requirement would generate information needed by state managers to evaluate whether 
employees purchased fares in compliance with travel parameters established by the 
state. Such a standard would also enable the state to better monitor whether travel 
agencies are offering lowest logical fares meeting state travel regulations and policies. 
These types of record keeping and reporting requirements are currently used for our 
corporate clientele. The federal government mandates similar requirements.

Please keep in mind that reporting requirements are not intended to make a travel 
agency into an enforcer of state policies. Instead, they merely require travel agencies to 
supply reports to the state on a timely basis that identify the costs of the lowest logical 
fares offered to employees by a travel agency versus the costs of the tickets employees 
actually chose to purchase. Based on our experiences with other clientele, this 
reporting can lead to tremendous savings and better adherence to travel policies. 
There are similar advantages associated with ticket purchases from travel agencies 
versus direct purchases from air carriers.

Airlines Online also recommends the state reassess its general travel policies to insure 
they are current and more likely to result in lowest logical fare purchases.

I look forward to contributing to the fiscal note discussions and learning when the next 
hearing 'w il l be held. Please let me know if you require additional information.

)
President
Bbeck@airlinesonline.com

cc: House State Affairs Committee
House Finance Committee 
Representative Brian Porter, House Speaker 
Senator Rick Halford, Senate President 
Governor Tony Knowles 
Lt. Governor Fran Ulmer 
Jim Duncan, Commissioner of Administration 
Kim Garnero, Director of Finance

r -------

Airlines Online A Travel Services Network, Inc. 
1236 E. 72nd Avenue Anchorage, AK 99518 

www.airlinesonline.com

mailto:Bbeck@airlinesonline.com
http://www.airlinesonline.com


22February02
House State Affairs 
To Representative John B. Coghill, Jr.

House Bill 300

Your statewide travel agency network must implement service fees 
against the State of Alaska's travel procurement. This 
implementation is primarily a result of the airline industries 
commission cuts and subsequent cuts made by related travel 
industry options.

We believe these fees ultimately save money. We are an unbiased 
travel source. The airline industry wants to remove itself from the 
"high rent" computer systems we have and become solely an 
internet commodity. At that point, price comparisons, itinerary 
options, and change options become extremely limited and 
expensive, with Dracula in control of the blood bank.

Sweetwater Travel has been a vital and successful travel agency 
for over fifteen years, supporting our community and state with 
revenues and payrolls. We would like to keep our revenue intact, 
and in the State of Alaska.

Thank you for your consideration of this house bill.

Sincerely,

Marty Fisher - ' 
Sweetwater Travel

Carol Callahan ^  
Martv Fisher - '

CC: Representative Joe L. Hayes
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C r u ise  an d  T ravel
February 13, 2002

H B 258

I am w riting this in response to a b ill that is going to be proposed. W e are 
totally against this b ill because it is unfair to businesses that only earn a 
portion o f the gross sales. A s most o f you know, the travel industry has 
changed drastically. The airlines have cut our commissions down to 5% o f 
the gross base fare without taxes and on top o f that, it’s capped at $20.00. 
That is the most money we can make on ?n airline ticket I f  this b ill is 
passed, it w ill cause our agency to close its doors as w ell as m ost other travel 
agencies in A laska. Please reconsider passing such a financially devastating 
bill that w ill ruin the sm all businesses o f Alaska.

4 1 5 - 5 f h  S t r e e t  • D o u g  F a s ,
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Bccky’i Trival Sarvlcei 
303) M w nttlnw ood Circlo 

Junta*. AK 99101 
(907) 7 1 '.' .«576

5)0^
I im Beclcy wty Becky1! Trtvel Sirvlea and I hava hern In the Travtl tnduitry for Ik yun. WW> they will

eommtojicn cun and lot ing my itale travel, 1 don'l know how long I will br able io cay In bualnati. Moil of my 
rrvcnuo come! from Stl I Travel and tny client* wctv forced io go through only one agency. Thai madu thing* rvally 
bard on my buiinnt. I hppt thlt bill geu p tttid  k> ibay can choow who ihiy pn Fc to u u  and help all the agancki 
Cay In butfneii.

Sincerely.
Becky Thom»*

4



From: Carol C allahan, Owner/Partner 
Sweetwatar Travel 

FAX: 907 452-2154

Subject: House Bill No. 300

House bill sounds great. Short and sweet and shows all of the agencies intent o f  using more than one^ 
provider and being able to charge few, which are essential for the existence of smaller agenciea. Hope it 
flies.
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December 27,2000

K ym m  Bowthorpe 
3262 M endenhall Loop Rd. ft2 
Juneau , AK 99801 
790-3282-h

Senator Kim Elton 
S tate Capitol Room 504 
Juneau, AK 99801-1 182

D ear Mr. Elton,

I am writing to you today regarding an issue that I believe is a very serious one, the State 
o f  Alaska and its travel.

\
As a former travel consultant o f 15 years, 1 have seen many argum ents the state has made 
against putting its travel out to bid. Enclosed you will find a letter written by Fran U lm er 
to our former governor, W alter Hickle, concerning the subject.

At this }\)int 1 believe it is time for the state to make a m ajor change. Several travel 
agencies in Juneau, as well as around the state, have gone out o f  business in the last 
couple o f  years. For som e, it was due to the airlines cutting their com m issions, for others 
it was a direct result o f  the states unwillingness to pay service fees in support o f  local 
businesses.

I have also enclosed a research paper that I have done on the subject. I do hope you will 
take the time to look it over. I believe this is a serious issue and one that needs your 
attention.

Thank you for your time.

Kymm Bowthorpe



The Future of State Travel

This past year has been a real test for the travel agents in our state. T he airlines 

have cut their com m issions in half. W hat once 'vas a thriving enterprise is now  a 

business struggling to hang on by its fingernails. Even when com m issions w ere 10 

percent o f  airline ticket sales, the agencies w ere only making it w ith about a  1 percent 

profit margin. W hen the airlines cut com m issions, agencies were forced to  charge their 

custom ers service fees, or risk going out o f business altogether. In our little tow n o f 

Juneau, two years ago there were eight travel agencies, now only three rem ain (those who 

started charging the fees). The agencies that tried to hold out on charging fees, ju s t to 

keep some o f their corporate and State o f  A laska business, have failed.

The State o f  A laska has refused to pay agencies fees from the very beginning.

With some agents not charging state travelers a service fee, it was easy for the state to get 

away with not paying service fees. To me this very practice goes against the state’s 

willingness to support local businesses. Because the state’s travel is such a large am ount 

o f business, agencies were willing to forgo charging the state travelers a fee, ju s t to get 

their business. H owever, the agency not charging a service fee to the state has paid the 

ultimate price. Southeast Executravcl, one o f  the agencies not charging state travelers 

service fees, closed their doors this past Friday, D ecem ber 8th.

Just the mere m ention o f The State o f  Alaska and travel in the sam e sentence is 

enough to start an argum ent in some political circles. For m any years the state has been 

trying to cut expenses, but travel seems to be the one area w here the governm ent is 

reluctant to m ake a change in the way they are currently doing business. At the m om ent, 

the State o f A laska has a travel policy listed in The State o f  A laska A dm inistrative 

M anual for its travelers to follow. The state currently has its travelers m ake their own 

arrangem ents w ith w hom ever or however they wish. Em ployees are sim ply trusted to 

make their arrangem ents in the best interest o f  the state. K im  G am ero , D irector o f  

Finance at The D epartm ent o f A dm inistration, says that the state w ants its travelers to 

have a choice when it com es to making travel arrangem ents (pcrs com m un), However,



w ith the state unw illing to pay travel agency service fees, the travelers ultim ately will not 

have a choice.

A nother point Garnero makes in regard to contracting out the state s travel 

business is that right now  the procurement code requires the state to  com petitively bid 

w here com petition exists, and choose the lowest cost provider o f  the services needed.

T his is being interpreted to mean that if an agency is not charging a fee, then they must 

be the low est cost provider. But what guarantee is there? H ow  does the state know  it is 

not being overcharged for an airline ticket? M aybe a low er fare was available, but the 

agent was instructed to sell the state traveler the higher fare. Miaybe there w as a low er 

rate at the hotel, bu t the agent gave them the higher one because they knew  it w as within 

the allow ed per diem . A t this time some travel agencies are charging fees and some are 

not. In Juneau, fo r instance, there is one that does not charge fees and tw o that do charge 

service fees. S ince som e are not charging a fee, there is no need fo r the state to 

com petitively bid out its tTavel. Therefore, travelers are forced by the state to use the 

agencies that do not charge service fees regardless o f the level o f  service the agency is 

providing. T he state wants its travelers to book w hatever is in the best interest o f the 

state, but how  do travelers know if they are getting the best deal fo r the state? Why does 

the state leave it up to the traveler to ensure it is getting the best deal? W hy is it assum ed 

by the state that i f  it is not paying a fee for a service, it is gening the  best deal?

I f  the S tate  o f  Alaska contracted out its travel, it w ould ensure that its travelers 

received the best possible service, as well as saving the state tim e and m oney in the long 

run. Travel agencies currently can help businesses negotiate w ith vendors (car rental 

com panies, hotels, and airlines), track travel expenses, provide very  detailed  reporting for 

accounting purposes, and save the travelers tim e when arranging travel. Som e agents 

will even reconcile billings and travel claim s. All o f  these serv ices can be negotiated in a 

contract. T ravel com panies will usually try to negotiate as m uch service into a contract 

as a custom er calls for.

Sharon Low e, Administrative M anager for Public H ealth , D epartm en t o f Health 

and Social Services, says that when she needs to travel, all she w ants to  do is call 

som eone up, tell them  where she is going, that she needs a ca r and  a hotel, and have them 

fax the confirm ation  to her (pers com m un). She docs not w ant to  spend tim e searching
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travel agency to be licensed and bonded by the Airline Reporting CommlttM (ARC) M i 
to maintain an office in the community. Feedback from state agenciei on th* drill 
document is expected by January 14th, and procurements could proceed befora tha end W 
January.

Recommended Action:
Proceed with competitive bids in the proposed communities. Solicit every traval apney  
in each community. Contract awards would be mandatory for state travel purchaMt in 
that location when the services of a travel agent are used.



Imp://old-ww w .legis.siate.ak.us/cgi-bin...doc/(tl 3995 )/pageiiems= (body )/hits_onl;

O  Sec. 39.20.140. T ravel costs and travel outside the state.

(a) The D epartm ent of Administration may not pay an official or em ployee for per diem  or 
transportation costs unless the iravel is clearly necessary to benefit the state.

(b) The D epartm ent o f Administration may not reimburse an official or em ployee or pay for m ore than 
the lowest tourist class fare for the most direct route unless

(1) tourist class accom m odation is not available;

(2) waiting for tourist class accommodation would occasion a delay harm ful to the state; or

(3) the D epartm ent o f Administration finds that travel by tourist class accom m odation is not in the 
best interest of the state, and authorizes other accommodation.

(c) W hen the D epartm ent o f Administration authorizes more expensive travel under (b) (3) of this 
section, it shall file a justification  for that authorization with the travel voucher. W hen fares o ther than 
tourist class are authorized under (b) of this section, the Department o f A dm inistration m ay not reim burse 
the official or em ployee or pay for more than the lowest first class fare available.

(d) Officials and em ployees are authorized to iravel only the least num ber o f days necessary to 
transact the business involved, to secure return passage, and to return.

(e) Every official and em ployee shall, unless otherwise authorized by law to travel ou tside the state, 
obtain prior approval for travel outside the state from the head of the official's or em ployee's departm ent or 
from an immediate supervisor, or from the Department of A dm inistration if  the official or em ployee is not 
w ithin a departm ent o r is not under the direct supervision of an official or supervisor. If an em ployee 
deviates materially from  the travel authorized onder this section, the em ployee m ust obtain approval for 
the deviation from the person who approved the travel before the D epartm ent o f  A dm inistration m ay 
reim burse the em ployee for the travel.

http://www.legis.siate.ak.us/cgi-bin...doc/(tl


Good Afternoon Chair members o f the committee.

Thank you for hearing HB 300.

Given the rather full agenda, I will keep my introduction of this bill brief as to give those 
waiting on line and here in Juneau the opportunity to testify.

HB 300 will allow for the exem ption of con iaas for certain types of travel services 
including airplane travel, hotel accommodations and travel agency services from the 
procurem ent procedures o f AS 36.30.

W hen I first introduced this bill, the travel agencies were not facing as dism al of a 
-"^ s itu a tio n  as they currently are. W hen I introduced this bill at the beginning of session,
L )AK Airlines had recently followed the rest of the airlines and capped com m issions at 10 
/  '  and 20 for one way and round trip tickets, respectively. Now all major airlines excluding 

AK Airlines have cut com m issions completely. This presents a dire strait situation for 
AK travel agencies.

Currently, A laska only allows the use o f agencies that do not charge fees. This has 
excluded m any agencies in the state from competing for State travel because it is difficult 
to provide travel w ithout charging a fee. Especially since these businesses already 
operate on small m argins, usually 1-2%.

Passing this bill will give all travel agencies in the state an opportunity to provide state 
Iravel. Additionally, it time for the state to pay for services rendered. S ince the airlines 
have cut com m issions, any iravel the agency arranges for the state will essentially cost 
the agency money.

I have agents on line and here in Juneau ready to testify, so I would like to entertain any 
questions you have at this time so they can testify.



TONY KNOWLES, GOVERNOR

D E P A R T M E N T  O F A D M IN IST R A T IO N P.O. BOX 110210 JUNEAU. ALASKA 99311-0210 
PHONE: (907) 465-2250 
FAX: <907)465-2189DIVISION OF GENERAL SERVICES

May 11, 2002

Senator Jerry Ward 
State Capitol, Room 427 
Juneau, AK 99801-1182

Dear Senator Ward:

In today's Senate Finance Committee hearing on HB 300, you asked several questions 
about establishing a contract in which Alaska Airlines would provide the State of Alaska 
with the frequent flier mileage benefits accrued by its employees.

I have had several discussions with representatives of Alaska Airlines in the past 
regarding this issue. Alaska Airlines has been unwilling to enter into a contract with the 
State. I know of no legal method to compel an airline to respond to a solicitation or 
enter into a contract with the State, regardless of the terms or conditions. Such an 
agreement would have to be voluntary.

Notwithstanding the issues surrounding union bargaining agreements and employee 
contract rights, if the State were to require its employees to establish Alaska Airlines 
mileage accounts that would accrue to the State, they would only be of significant value 
if the State were able to combine the miles. However, Alaska Airlines has been 
unwilling to allow the combining of mileage benefits. Even if Alaska Airlines did provide 
mileage benefits to the State, without the ability to combine the mileage accounts of its 
employees, there would be negligible benefit - the miles would be widely distributed in 
individual accounts.

I hope this answers the questions you asked regarding HB 300. Please feel free to 
contact me if you need further information.

Vern Jones
Chief Procurement Officer

Cc: Senate Finance Committee members

07B7LH
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State  of A laska  

Department of Administration 

Division of Finance

Authorized Travel Agencies

Loading
N avigation...

Anchorage and Southcentral Region 

Fairbanks and Interior/Northern Region 

Juneau and Southeast Region 

Kodiak and Southwest Region 

Seattle. WA  and lower 48

Travel A gency

Arctic Travel 

AST Travel 

Beyond Travel

Cordova Travel Services
(See Section 12 of the Contract Award Manual lor fee 
structure)

Front er Travel 
(e-tick ats only)

Homer Travel Services

Navigant / World Express Travel
(To avoid STR lee, use only CTA or credit card)
Contract information

One Stop Travel

Contact Information 
Anchorage and Southcentral Region

423 E. 5th Avenue 
Anchorage, Alaska 99501

3858 Lake Street, Ste. 21 
Homer, Alaska 99603

7110 Arlene St.
Anchorage, Alaska 99502

P.O. Box 118 
Cordova, Alaska 99574

3601 C St., Suite 234 
Anchorage, AK 99503

90 Sterling Highway 
No. 10
Homer, Alaska 99603

300 4th Ave.
Seward, Alaska 99664

Non Stop Air Service 
1501 Huffman Rd. Ste. 197 
Anchorage, AK 99515

Sears Mall
600 E. Northern Lights 
Anchorage, Alaska 99503

Muldoon
7731 E. Northern Lights Blvd., Ste 
291
Anchorage, Alaska 99504

Norlhway Mall
3101 Ponland Pkwy, G29
Anchorage, Alaska 99508

5th Ave. Mall
320 W. 5th Ave. «302
Anchorage, Alaska 99501

Dimond Mall Location 
800 E, Dimond Blvd., Sle 123 
Anchorago, Alaska 99515

Palmer
1150 S. Colony #5
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Palmer, Alaska 99654

Soldotna Branch 
131 C Warehouse Ave. 
Soldotna, Alaska 99669

Kenai
11312 Kenai Spur Hwy Ste 3 
Kenai, Alaska 99611

Eagle River
11901 Business Blvd. Ste 103 
Eagle River, Alaska 99577

Wasilla Branch 
500 Main Street 
Wasilla, Alaska 99654

US Travel 1415 East Tudor Road
(To avoid STR fee, use only CTA or credit card) Anchorage, Alaska 99507

100 Meals Avenue 
Valdez, Alaska 99686

1590 Financial Drive 
Wasilla, Alaska 99654

Fairbanks and Interior Northern Region
Allegro Travel 29 College Road, Suite 11

Fairbanks, Alaska 99701

Northern Lights Travel

One Stop Travel

Progressive World Travel, Inc. 

Santa's Travel World 

Sunshine Travel 

The Travel Cafe, Inc.

505 Old Steese Hwy.,
Suite 117
Fairbanks, Alaska 99701

Fairbanks Branch 
3627 Airport Way, Ste 11A 
Fairbanks, Alaska 99701

1922 Peger Road 
Fairbanks, Alaska 99709

133 Santa Claus Lane 
North Po.e, Alaska 99705

1200 Noble Street 
Fairbanks, Alaska 99701

3206 Airport Road 
Fairbanks, Alaska 99709

US Travel P.O. Box 357
(To avoid STR fee, use only C FA or credit card) Baiicw, Alaska 99723

1211 Cushman Street 
Fairbanks, Alaska 99701

Prudhoe Bay Hotel 
Prudhoe Bay, Alaska 99734

Vagabond Travel 805 Airport Road, Suite 2
Fnitbanks, A>laska 99701

Juneau and Southeast Region
Kruzoff Travel 204B Kntlian SI. 

Sitka, Alaska 99835
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O hana  T rave l

The Travel Connection
(See Section 12 ol (he Contract Award Manual lor fee 
structure)

Tyee Travel, Inc.
(See Section 12 of the Contract Award Manual for fee 
structure)

US Travel
(More Information)

3304 Ohana Court 
Ketchikan, Alaska 99901

P.O. Box 645 
Haines, Alaska 99827

P.O. Box 738
112 Federal Way, Suite 206 
Wrangell, Alaska 99929

111 South Seward Street 
Juneau, Alaska 99802

(To avoid STR fee, use only CTA or credit card) 1007 Water Street 
Ketchikan, Alaska 99901

(To avoid STR lee, use only CTA or credit card) 

Viking Travel, Inc.
(See Section 12 ol the Contract Award Manual for fee 
structure)

P.O. Box 498 
Metlakatla, Alaska 99926

P.O. Box 787
Petersburg, Alaska 9999833

Kodiak and Southwest Region
Navigant / WorldExpress Travel
(To avoid STR fee, use only CTA or credit card) 
Contract information

Arctic Travel

US Travel
(To avoid STR fee, use only CTA or credit card)

104 Main Street 
Diking' m, Alaska 99576

423 E 5th Avenue 
Anchorage, Alaska 99501

565 Ballyhoo Drive 
Dutch Harbor, Alaska 99692

340 Mission Road 
Kodiak. Alaska 99615

Seattle, WA and lower 48
US Travel
(To avoid STR fee, use only CTA or credit card)

5470 Shilshole, Suite 600 
Seattle, W A  98107

Finance Updates Services & Contacts Accounting Payroll Financial Rep rts Eleclronic Payments (EDI) Credit Card Pi 
Travel Moving Manuals AKSAS & GENEVA Training Additional Resou jes User Prelerences Site Map Site Inlotm.
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MEMO TO FILE

DATE: May 3, 2002

TO: Finance Committee

BILL/RES. NO.: HB 300 Procurement of Travel Services

ATTENTION: Heidi, Vicki
Senate Secretary’s Office

This bill/resolution has not yet received a do pass recommendation. 

Please leave this note in the file.

Thank you.
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DATE: 4/22/02

SENATE COMMITTEE REPORi

FURTHER: Finance

DATE TURNED 
IN TO OFFICE:

State Affairs Committee considered HOUSE BILL NO. 300
HB 300 PROCUREMENT OF TRAVEL SERVICES 

"An Act relating to the procurement of certain travel services."

S k i  <90-

and recommends:

\yi be replaced w ith S. CS /f 3>
] adopt previous ____  CS____________

] attached amendment(s)

] adopt Letter of Intent by

] further referral to ____

NEW FISCAL NOTE(S):
Department Date Fiscal Zero FN#

|

Senate Bill:
'same title 
new title 

House Bill:
(_______ ) [ ] same title

[ ] technical title 
[ j new: SCR #_

  Committee

Committee

PREVIOUS FISCAL NOTE(S):

| Department Date Fiscal Zero FN#

/O m 2h 1
[

7

I
[ ] APPROPRIATION - no fiscal note

SIGNATURES AND RECOMMENDATIONS: Do
Pass

D o Not 
Pass

No R ec Amend

L ^ M s K  M . sJ

1 - /

I ^  /  .

1



HB 300-PR O CU R EM EN T O F T R A V E L  S E R V IC E S  
S E N A T E  F IN A N C E  C O M M IT T E E

S I G N - I N

,/
NAME: — --L— ------------------------------------------------ Subject/Bill No:

Co./Dcpl./Title: , J s k ijd d lr il Phone: J b S z B r J tl-

Do you wish to testify? f  Yes  No  Respond To Questions

N A M E :--------------------------------------------------------------------------------  Subject/Bill No:

C o./D cpt./T itle:---------------------------------------------------------------------- Phone:-------------

Address:_____________________________________________________ Z ip :___________

Do you wish to testify?  Yes  No  Respond To Questions

N A M E :--------------------------------------------------------------------------------  Subject/Bill No:

C o./D ept./T itle:---------------------------------------------------------------------- Phone:-------------

Address:--------------------------------------------------------------------------------  Z ip :-----------------

Do you wish lo testify?  Yes  No  Respond To Questions

N A M E :-------------------------------------------------------------------------------- Subject/Bill No: --------

C o./D ept./T itle:---------------------------------------------------------------------- Phone:---------------------

Address:--------------------------------------------------------------------------------  Z ip :-------------------------

Do you wish to testify?  Yes  No  Respond To Questions

SEC -1- 5/11/02
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s i t e : ANCHORAGE L IO

C O M M IT T E E : Senate  Finance  

DATE: 5 - 1 1 - 0 2

S U B J E C T  O F M E E T IN G :
HB 300

U PD ATE  # ;  1

DO YOU WANT
R  I  N T  YOUR NAME ADDRESS (MAILING & Z I P)  REPRESENTING TO TE STIF Y?

Y o r  N

Sally Huntley F ro n tie r T ravel Y -H B300
Enjhil address:

/foil Beck A irlines - O nline Y -H B300
Email address:

Email address:

Email address:

Email address:

Email address:

Email address:







Amendment ^  p d e > 9 ^ C Q

Offered in the House

HB 302 V ersion 22-L Sl205\C ”

B y :____________________________________

Page 15, line 4 D elete "Twenty-Second"

Insert "Twenty-Third”

Page 15, line 6 D elete “First"

Insert “Second”



22-LS1205\C.l
Chenoweth

4/18/02

A M E N D M E N T

1 Page 16, line 13, following "DIRECTORS.":

2 Insert

3 "(a) The governor shall appoint the initial members o f  the beard o f  directors o f  the

4 Alaska Gas Corporation under AS 41.41.020, added by sec. ?. o f  this Act. not later than 30

5 days after the date o f  subm ission o f the report to the governor under sec. 5(u^ o f  this Act and

6 m ly if  the report that is subm itted to the governor concludes that construction and operation

7 o f  a natural gas transm ission pipeline project, as defined in AS 41.41.990, added by sec. 2 o f

8 this Act, by a public corporation is feasible.

9 (b)"

L -1-



LEGAL SERVICES
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY
(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M April 19 ,2002

S U B JE C T : CSSB 302 (Finance) (W ork Order No. 22-LS1205\F)

TO:  Representative Bill Williams, Co-Chair
House Finance Committee 
Attn: Mike Tibbies

FROM: Jack Chenoweth
Assistant Revisor o f  Slat

In the com mittee-adopted final that accompanies this memo, I have made as many o f  the 
committee-requested amendments as possible. However, 1 did not m ake the change o f  
reference to the Joint Committee on Natural Gas Pipelines at page 15 o f  the draft 
com mittee substitute that the committee considered exactly as the com m ittee directed. 
That jo in t committee, established under 2001 Legislative Resolve 32, terminates (as 
provided in that resolution) at the convening o f  the 23rd Legislature, next January 21st. 
So it is not in order simply to substitute "Twenty-Third" for "Twenty-Second" at page 15, 
line 4 o f  the draft the committee had under consideration. Because it is also at least 
legally questionable that one legislature may exercise authority by resolution to establish 
a committee structure that extends the life o f  a legislative com m ittee into a following 
legislature, I hesitate to su g g ,f,‘ that the life or duration o f  the jo in t committee be 
extended by adoption o f  a further resolve.

Instead, this committee substitute should be amended to do what 1 understand the 
com mittee contemplates. That amendment would authorize continuation o f  the joint 
com mittee for one year as a m atter o f  uncodified statute. The text o f  the amendment 
would read substantially as follows:

Amendment to CSHB 302 (Fin):

Page 15, line 4, following "Resolve 32)", insert:
", as extended by this subsection,"

Page 15, line 10, following "feasibly.", insert:
"Notwithstanding the termination date o f that jo in t com m ittee described in 
the concurrent resolution by which it is established, the existence and 
authority o f  the jo in t committee is extended until January 31, 2004. The 
jo int committee, as extended, has the organization, powers, and duties 
described in the concurrent resolution by which the jo int com m ittee is



established and as described in this section. A t the convening o f  the First 
Regular Session o f  the Twenty-Third Alaska Slate Legislature, the 
presiding officers o f  the respective houses o f  the legislature may 
reconstitute the membership o f  the jo in t committee."

*

This responds to the im mediate drafting question. Even so, I need to caution that having 
a jo in t legislative committee, through contract, take responsibility for preparation o f  a 
report the content o f  which would give effect to the perm anent law provisions o f  this bill 
(see CS1-IB 302 (Finance), page 16, lines 16 - 18) raises two significant delegation 
questions. The first calls up legislative branch involvement in carrying out the execution 
o f  laws otherwise com mitted to or the responsibility o f  the executive branch (delegation 
o f  executive branch authority to the legislative branch),1 while the second raises the 
question o f  w hether the legislature may, by law, delegate legislative authority to one o f  
its own committees. Further, the com mittee's addition o f  the limitation on removal o f  
members o f  the board o f  the corporation only for cause further im plicates the separation 
o f  power. The Alaska Suprem e Court has inteqireted article III, section 26, Constitution 
o f  the State o f  Alaska, as setting the outside boundaries o f  the legislature's authority with 
respect to appointm ents.2 The pow er to appoint carries w ith it, im plicitly, the power to 
remove. Since this is a public corporation, not treated as a "section 26" board, it is 
doubtful that the legislature may curtail the governor's ability to remove the board 
members.

To expedite further action on CSHB 302 (Finance), at this point, I can only warn that 
these questions arise out o f  the committee's action in am ending this bill and do not here 
propose to discuss them.

cc: Representative Jim W hitaker, bill sponsor (memo only)
Representative Eldon M ulder, House Finance Com m ittee co-chair (mem o only)

JBC:lmb 
02-07 l.lm b

Enclosure

Representative Bill W illiams
April 19, 2002
Page 2

1 There are trial court decisions concluding that the legislature cannot use 
money for the routine execution o f  the law. Legislature v, Hammond, l-JU-80- 
1163 Civil, Superior Court, First Judicial District (holding invalid an 
appropriation to the Legislative Council for a feasibility study involving the 
Yukon-Kuskokwim Crossing); Compact v. Faiks, 3-AN-SS-S459 Civil 
(legislature may not make money available by transfer to the M unicipality o f  
Anchorage for a Navy home port feasibility study).

2 Bradnerv. Hammond, 553 P.2d 1 (Alaska 1976).



LEGAL SERVICES
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY 
(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M  April 2, 2002

SU B JE C T : House Bill 302 -- sectional analysis
(W ork Order No. 22-LS1205\C)

T O : Representative Jim  W hitaker

FR O M : Jack Chenoweth
A ssistant Revisor o f  S ta tjjte^

/ y '  B .
The principal purpose o f  this measure us to establish the Alaska Gas Corporation as a 
public corporation and to define the structure, management, responsibilities, and 
operation o f the corporation. The chief m ission o f the Alaska Gas f'crporation  is to 
facilitate the com m ercial development o f  the state's North Slope natural gas reserves.

Bill section 1, an uncodified provision, sets out the findings and intent that have 
influenced developm ent o f  the legislation.

Bill section 2: These provisions set out in a new ch \pter o f title 41 o f  the Alaska Statutes 
(AS 41.41) the corporate structure, powers, and responsibilities o f  the A laska Gas 
Corporation. The chapter is arranged by articles.

Article I.

The sections identified as AS 41.41.010 - 41.41.130 are set out to define the organization 
o f the corporation:

AS 41.41.010 establishes the corporation, enum erates its purposes, and affirms 
that it is intended to be a public corporation o f the state.

AS 41.41.020 creates the corporation’s board o f  directors, a board com posed of 
six public members. The general qualifications o f  persons to serve as members are 
stated, and the corporation's obligation to establish its organization is set out.

AS 41.41.030 sets overlapping four-year terms for the members and authorizes 
reappointment.

AS 41.41.040 circumscribes the governor's authority to remove m em bers and sets 
out procedures to be followed relating to removal and filling ol’the vacancy created.



AS 41.41.050 defines quorum and voting requirements.

AS 41.41.060 prescribes compensation for m em bers and authorizes paym ent o f 
per diem and travel expenses comparable to those provided to state em ployees for 
members.

AS 41.41.070 authorizes the board to employ an executive director who, in turn, 
is assigned responsibility for selection and employment o f  additional staff "with the 
approval o f  the board." The concluding subsection authorizes the corporation to contract 
for specialized services.

AS 41.41.080: Provisions o f law requiring disclosure o f  financial and business 
interests (AS 39.50) are made applicable to members o f  the board. In addition, provision 
is made for specific disclosure o f information concerning a board m em ber's or 
employee's involvement in an entity or project "in w hich assets o f  the corporation are 
invested."

AS 41.41.090 sets out the budgetary and financial relationship between the 
corporation and the state's budget and fiscal procedure acts.

AS 41.41.100 authorizes the Legislative Budget and Audit Com m ittee to 
undertake post audit and performance evaluation o f  corporate obligations.

AS 41.41.110 prescribes publication o f an annual report o f  the corporation and the 
contents o f  the report.

AS 41.41.120 bars the corporation from using its resources to finance or influence 
political activities.

AS 41.41.130 defines information in the corporation's possession that is or is not 
to be treated as a public record under AS 40.25.110 - 40.25.140 and sets limits on the use 
or disclosure o f confidential, non-disolosable information.

Representative Jim W hitaker
A pril 2,2002
Page 2

Article 2.

The one section in this article, AS 41.41.200, enum erates general powers o f the 
corporation.

Article 3.

The sections identified in AS 41.41.300 * 41.41.410 generally bear upon the corporation’s 
issuance o f  securities (bonds and notes and other evidence o f  debt). M uch o f the material



is technical boilerplate and is included so that, as a public corporation, under article IX, 
section 11 o f  the state constitution, the corporation enjoys full authority to contract debt 
based on its ability to repay out o f  its anticipated future revenues:

AS 41.41.300: This section authorizes issuance o f  revenue bonds and related 
evidence o f  debt, using provisions not unlike those included in chapters establishing other 
public corporations o f  the state to facilitate the use o f debt obligations.

AS 41.41.310 prescribes perm issible covenants that the corporation's board may 
make in conjunction with issuance o f  revenue bond debt.

AS 41.41.320 makes the level o f the corporation's authorized debt subject to 
legislative authorization.

AS 41.41.330 permits the board to contract for the services o f  an independent 
financial advisor in conjunction w ith private sale o f  debt instruments.

AS 41.41.340 describes the nature o f  the corporation's pledge o f  its assets or 
revenues to paym ent o f  principal and interest on corporation-issued debt.

AS 41.41.350 details use o f "capital reserve funds" to meet repaym ent obligations 
in conjunction with the corporation's indebtedness.

AS 41.41.360 addresses remedies available to holders o f debt obligations and 
their representatives to enforce the timely paym ent o f  an obligation or a related 
obligation.

AS 41 .4 l.370  makes the corporation's obligations negotiable instruments.

AS 41.41.380 explicitly makes the corporation's obligations permissible 
investments for public officers and for others handling surplus funds as identified in the 
section's text.

AS 41.41.390 authorizes use o f  refunding bonds as a device to adjust the 
corporation's bond obligations to obtain the benefit o f  more advantageous terms and 
conditions.

AS 41.41.400 affirms that, because the corporation's obligations are revenue- 
based debt instrum ents, the credit o f  the state is not pledged. Liability on the debt 
instrum ent is limited to the assets and revenues o f  the corporation.

AS 41.41.410 releases the corporation’s officers from personal liability with 
reference to action taken by the corporation with respect to a dcbl obligation.

Representative Jim  W hitaker
A pril 2, 2002
Page 3



The one section in tills article, AS 41.41.450, authorizes the Alaska Gas Corporation to 
acquire and hold property and interests in property "necessary or convenient for the 
financing o f  the [Trans Alaska Gas Pipeline] project."

Article 5.

The article contains general provisions:

AS 41.41.900 ieaffirm s the blanket immunity from  taxation that the A laska Gas 
Corporation enjoys and provides a general tax exemption provision: the corporation and 
its operations and earnings are exempt from taxes and assessm ents in the state; bonds and 
security instrum ents are exempted from taxes and assessments made by the state.

AS 41.41.990 sets out a series o f  definitions for terms used in the chapter.

Bill section 3 amends AS 39.25 to aad employees o f the Alaska Gas Corporation as 
members in the exempt service under the State Personnel Act.

Bill section 4 amends AS 39.50.200 to add the Alaska Gas Corporation's board o f 
directors and executive director as persons who are subject to the state's general conflict 
o f  interest law (AS 39.50).

Bill section 5: This uncodified provision directs the preparation and delivery o f a 
"project plan" or feasibility study for planning, design, construction, and operation o f a 
gas transm ission pipeline. The specific points that are to be covered or addressed in the 
feasibility study and a time line for its presentation are set out.

Bill section 6 prescribes initial terms o f  office for the initially appointed members o f the 
corporation's board o f directors in order to establish overlapping terms o f  office.

Representative Jim  W hitaker
April 2 ,2002
Page 4

Article 4.

JBC:med 
02-343.med



LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M  E M O R A N D i :  M January 21, 2002

SUBJECT: A pplying the standard applicable under article XI, section 4, 
Constitution o f the State o f Alaska, is House Bill 302 ("An Act 
establishing the Alaska Gas Corporation . . . ") "substantially the 
same measure" as Initiative 01GSLN ("The All-Alaskan Gasline 
Initiative")? (W ork Order No. 22-LS1205/C)

TO:

FROM:

Representative Jim W1

Jack Chenoweth 
Assistant Revisor o f  S

Question presented: v

You have asked w hether House Bill 302, "An Act establishing the Alaska Gas 
Corporation . . .  ", would be found to be "substantially the same measure" as Initiative 
01GSLN, the "All-Alaskan Gasline Initiative." A determination that the bill, passed by 
the current legislature and enacted into law, is substantially the same measure as the 
initiative would void the initiative petition thereby requiring the lieutenant governor to 
order the initiative, if  properly filed, removed from the Novem ber general election ballot.

Short answer:

For the reasons considered and discussed below, in my judgm ent the differences between 
the initiative and the bill should not be sufficient to defeat a determ ination by the 
lieutenant governor that the bill and the initiative are substantially the same.

Discussion:

The applicable constitutional provision is set out in the last sentence o f  article XI, section 
4 o f the state constitution:

In itia tive  E lection. An initiative petition may be filed at any time.
The lieutenant governor shall prepare a ballot title and proposition 
sum m arizing the proposed law, and shall place them on the ballot for the 
first statewide election held more than one hundred twenty days after 
adjournm ent o f  the legislative session following the filing. If, before the 
election, substantially the same measure has been enacted, the petition is 
void.



The provision is supplem ented by a statute, AS 15.45.210:

D ete rm in a tio n  o f void petition . If  the lieutenant governor, with 
the formal concurrence o f  the attorney general, determ ines that an act o f 
the legislature that is substantially the same as the proposed law was 
enacted after the petition had been filed, and before the date o f  the 
election, the petition is void and the lieutenant governor shall so notify the 
committee.

The test for invalidating the petition under the "substantially the same measure" standard 
is considered by the Alaska Supreme Court in Warren v. Boucher, 543 P.2d 731 (Alaska 
1975). The nub o f the test appears in the following two paragraphs:1

Representative Jim W liitaker
January 21, 2002
Page 2

1 To acconunodate analysis in the text o f  this mem o, I w ant to set out the extent 
o f  the court's discussion in its entire context:

. . .  In order to interpret this ianguage [i.e. the m eaning o f  "substantially 
the same measure"] we must analyze its functional relationship to other 
constitutional provisions. We must infer the purposes and intentions o f the 
framers from the language o f  the constitution itself, with careful regard for 
the apparent aims which the framers had in mind.

The words "substantial" or "substantially" are relative, inexact 
terms. Their m eaning is quite elusive. Application o f  Scroggin, 103 Cal.
App. 2d 281, 229 P.2d 489 (1951). The meaning o f  such term s can be 
derived only [by] reference to all the circumstances surrounding the 
context in which they are used. Atchison, T. & S.F. Ry. v. Kings Count}1 
Water District, 47 Cal.2d 140, 302 P.2d 1, 3 (1956). So here, we believe 
that the term  "substantially the same measure" must be viewed against the 
total structure contem plated in Art. XI o f  our constitution in the matter o f 
direct legislation.

. . . By providing that the legislative enactment o f  substantially the same 
measure could have the effect o f voiding an initiative, the framers 
em powered the legislature to cut o ff initiated legislation from 
consideration and vote by the general public. The manner in wliich Art, 
XI, Sec. 4, was am ended in the constitutional convention m akes this clear. 
The original proposal at the convention would have required that an 
initiative could be voided only by legislative enactm ent o f  "the measure 
initiated". Read literally, this would require that the language o f both 
measures be identical. However, as discussed above, the final
constitutional language requires merely that "substantially the same



Representative Jim  W hitaker
January 21, 2002
Page 3

measure" be enacted by the legislature in order to void an initiative 
petition.

It is clear that the legislative act need not conform to the 
initiative in all respects, and that the framers intended that the 
legislature should have some discretion in deciding how fa r  the 
legislative act should differ from the provisions o f the initiative. The 
question, o f course, is how great is the permitted variance before the 
legislative act becomes no longer substantially the same.

Upon reflection we have concluded that the legislature's 
discretion in this matter is reasonably broad. I f  in the main the 
legislative act achieves the same general purpose as the initiative, i f  the 
legislative act accomplishes that purpose by means or systems which are 
fairly comparable, then substantial similarity exists. I t is not necessary 
that the two measures correspond in minor particulars, or even as to all 
major features, i f  the subject matter is necessarily complex or i f  it 
requires comprehensive treatment. The broader the reach o f  the subject 
matter, the more latitude must be allowed the legislature to vary from the 
particular features o f the initiative.

The constitution thus vests broad authority in the legislature to 
vary the terms o f  an initiated law, after its adoption, by the process o f 
amendment. This power amounts to a check or balance against the 
initiative process. No doubt the legislature was given this power to assure 
that initiatives which were ill-advised, which might seriously cripple or 
frustrate the sound workings o f  government, or which might be 
impracticable, could be altered or corrected rapidly by the legislature. It 
was obviously intended by the framers that the initiative process should 
not be perm itted to disrupt vital governmental functions or to impose 
intolerable burdens upon established administrative systems. To this end 
the legislature was given the ability to substitute its judgm ent for that of 
the proponents o f  an initiative.

W hat is significant to us here is the effect which the amendatory 
power o f  the legislature has upon our interpretation o f  the words 
"substantially the same measure." For if the legislature has broad power 
o f  amendment, it follows that it has broad power to change an initiative by 
an enactment covering the same subject as the initiated measure. In short, 
we must interpret Art. XI, Sec. 4, broadly and not narrowly as to the scope 
o f  legislative pow er....................



It is clear that the legislative act need not conform  to the initiative 
in all respects, and that the framers intended that the legislature should 
have some discretion in deciding how far the legislative act should differ 
from the provisions o f  the initiative. The question, o f  course, is how great 
is the permitted variance before the legislative act becom es no longer 
substantially the same.

Upon reflection we have concluded that the legislature's discretion 
in this m atter is reasonably broad. I f  in the m ain the legislative act 
achieves the same general purpose as the initiative, if  the legislative act 
accomplishes that purpose by means or systems which are fairly 
comparable, then substantial similarity exists. It is not necessary that the 
two measures correspond in m iner particulars, or even as to all m ajor 
features, if  the subject matter is necessarily com plex or if  it requires 
comprehensive treatment. The broader the reach o f  the subject matter, the 
more latitude must be allowpd the legislature to vary from the particular 
features o f  the initiative.

Warren v. Boucher, 543 P.2d 731, at 736.

Dissimilarities in the statem ent o f findings and intent o f  the respective measures aside, 
House Bill 302 differs substantively from the initiative2 in these significant aspects:

(1) the description o f  the "services and functions" o f  the coqDoration, coupled 
with the definition o f  the term "project" and the manner o f  treatment o f the obligation to 
develop a "project plan";

(2) the size o f the board, qualifications o f  its members, duration o f terms o f the 
members' board sendee, and com pensation due members for their sendees;

(3) the issue o f legislative confirmation o f board members;

(4) differences in treatment o f the corporation's/authority's legal representation;

Representative Jim W hitaker
January 21 ,2002
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Warren v. Boucher 543 P.2d 731, at 735 - 736 (emphasis added; notes omitted).

2 If the initiative appears on the ballot and is approved by the voters, it has to be 
codified. Just to have it on record, assuming that the text o f  the initiative set out on the 
state Internet entry is accurate, there are several minor editorial matters that need 
attention: in AS 41.41.310(8), the word "provide" was omitted and should be reinserted 
before "for"; the section catchline for AS 41.41.410 duplicates the catchline for the 
preceding section, is inappropriate as to the section's contents, and should be revised to 
read "Officers not liable."



(5) the matter o f  the disposition o f  corporate/authority earnings "in excess o f  
future operating needs";

(6) the explicit handling in the initiative, omitted from the bill, o f  the subjects o f  
"project term  agreem ents with labor organizations," em ploym ent opportunities for state 
residents, and the use o f  experienced Alaska businesses; and

(7) the express power given to the authority (but not to the corporation) to 
"acquire natural gas supplies."

I'll briefly discuss each in order.

1. The description of the "services and functions" of the corporation, coupled with 
the definition of the term "project" and the manner of treatment of the obligation to 
develop a "project plan":

The initiative assigns the authority a different mandate than does the bill. In the 
description o f  the "services and functions" set out in the initiative's AS 41.41.010, in the 
initiative's definition o f  "project" for the new chapter, and in the description o f  the project 
plan in an uncodified section at the end o f  the initiative, the scoDe o f  the project 
incorporates reference to a pipeline system to tidewater and a spur line to southcentral 
Alaska, and makes reference to gas (as LNG) distribution to Yukon River and coastal 
communities. The bill, as you know, addresses only the delivery to the interior and then 
along the Alaska Highway to Canada or to tidewater, or both.

The initiative and the bill both include provisions applicable to early developm ent o r  a 
project plan. Though the elements that the plan is to address are not congruent, there is 
overlap. W hat differs, o f  course, is the identity o f the entity to undertake the p la n -a  
legislative jo in t com mittee under the bill and the new authority under the in itia tive-and  
the requirement o f  the bill that the project plan determine "whether the construction and 
operation o f  a natural gas transmission pipeline project by a public corporation is 
feasible," while the initiative seems to presuppose the project's feasibility and the board 
o f  directors o f  the proposed authority is directed to begin by producing a developm ent 
plan.

These differences are not insignificant. The bill, clearly, reflects an im m ediate concern 
by the legislature that the N orth Slope's reserves be made available overland to domestic 
North American and overseas markets, while the initiative om its overland domestic North 
American m arket considerations and focuses on overseas shipm ents and opportunities for 
instate use. Because o f  the magnitude o f the financing attending construction o f  one or 
two pipelines, the legislature is understandably more cautious about the project's 
feasibility and requires evidence o f  operational success rather than starting from the 
assumption, as the initiative does, that the project's success may be inferred.

Representative Jim  W hitaker
January 21 ,2002
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Bub while not insignificant, the differences do not seem to m e to be fatal to a 
determination that the bill is "substantially the same measure" as the initiative. Warren v, 
Boucher acknowledges the opportunity o f the legislature to "vary from the particular 
features o f  the initiative" while achieving the same general purpose. That, arguably, is 
exactly w hat is happening. The approach used in the bill is m ore conservative in its 
initial approach and takes cognizance o f circumstances (specifically, overland 
transportation o f  natural gas to domestic North American markets) that may not have 
been com mercially viable when the initiative was crafted. These differences should not, 
in my view, be regarded as sufficient to defeat a determination that the bill and the 
initiative are substantially the same.

2. The size of the board, qualifications of its members, duration of terms of the 
members' board service, and compensation due members for their services:

Differences between the initiative and the bill relating to six versus seven board 
members, qualifications o f  appointees, duration o f service, and com pensation payable are 
technical matters and should not, in my judgm ent, be sufficient to defeat a determination 
that the bill and the initiative are substantially the same.

3. Legislative confirmation of board members:

The state constitution does not now authorize legislative confirm ation o f  members o f  
public corporations (by whatever name denominated). The initiative requires legislative 
confirmation o f  board members; the bill omits the requirement. The bill avoids Un­
constitutional argum ent and, consistent with language in Warren v, Boucher speaking to 
the authority o f  the legislature to take corrective action, improves (legally speaking) the 
content o f the initiative on this point. The difference is not, in my judgm ent, sufficient to 
defeat a determ ination that the bill and the initiative are substantially the same.

4. The corporation's/authority's legal representation:

The initiative expressly assigns legal representation to the attorney general; the bill omits 
the express provision and adds selection o f  legal counsel as a discretionary power o f the 
board. W hile, under the bill, the attorney general may nevertheless assert authority to 
represent the proposed corporation under powers spelled out in AS 44.23.020, the 
difference in treatm ent o f  this issue as between the initiative and the bill is not, in my 
judgment, sufficient to defeat a determination that the bill and the initiative are 
substantially the same.

5. The matter of the disposition of corporate/authority earnings "in excess of future 
operating needs":

The bill, but not the initiative, provides that

Representative Jim W hitaker
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Earnings o f  the corporation in excess o f  future operating needs shall 
accrue and be transferred to the state general fund once each year, not later 
than January 15, after the first full year o f  operation.

Its inclusion in the bill is arguably a reflection o f  the third paragraph o f  the bill's 
statement o f  findings ("the production o f oil and gas from state land is an important 
source o f  revenue to the state and job  opportunities for all people o f  the state;") and is not 
inconsistent w ith inclusion o f sim ilar approaches in other chapters establishing and 
defining the pow ers and duties o f state public corporations requiring disclosure ( if  not 
actual transfer) o f  fund balances in excess o f  operating requirements. Again, under the 
analysis o f  Warren v. Boucher, the court acknowledges that tire legislature has latitude to 
vary from the content o f  an initiative if  the subject matter is "necessarily complex". 
Identifying the corporation's activities as a potential general fund revenue source is surely 
a m atter o f  more concern to the legislature than to sponsors o f  the initiative. Warren v. 
Boucher allows this variance, it seems to me, and the difference in treatm ent o f  this issue 
as between the initiative and the bill is not, in my judgm ent, sufficient to defeat a 
determination that the bill and the initiative are substantially the same.

6. Explicit handling in the initiative, omitted from the bill, of the subjects of 
"project term agreements with labor organizations," employment opportunities for 
state residents, and the use under contract of experienced Alaska businesses:

As between the initiative and the bill, treatment o f  these matters differ. The initiative 
adds mandatory no-strike "project term agreements," resident hire, and business 
contractor and supplier preference provisions; the bill omits mandatory language but does 
require docum entation o f  com pliance or expected compliance with related requirements 
in conjunction with development o f  the project plan expected to make a determination 
that "construction and operation o f  a natural gas transm ission pipeline project . . .  is 
feasible." M oreover, the bill's approach arguably starts from recent legislative experience 
in this area w herein some substantially sim ilar requirements were not directly addressed 
in law but were required to be added as contract terms. So, for example, the Stranded 
Gas D evelopm ent Act, ch. 104, SLA 1998, directs the com m issioner o f  revenue to 
address use o f  Alaska businesses and state residents as a condition o f a contract providing 
incentives under that Act to encourage investment to develop stranded gas resources, 
while, earlier, legislation authorizing amendment o f  the N orthstar Unit oil and gas leases, 
ch. 139, SLA 1996, addressed resident em ploym ent and instate business contracting 
requirements by legislative intent statements attending legislative approval o f  the 
measure.

Admittedly these differences are also material. In contrast to the mandatory language o f 
the initiative, the legislature's approach is, understandably, relatively more cautious, and 
may simply reflect its appreciation o f  the constitutional constraints that do attach to state- 
initiate J m andatory resident hire or local action requirements. To that end, substitution 
o f  the approach set out in the bill is defensible under that p a r t». r the Warren v. Boucher 
analysis that expresses legislative power to address initiative [ lo u s io n s  that were "ill-
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advised" or that m ight be "[legally] im practicable." On that basis, difference in treatment 
o f  this issue as between the initiative and the bill should not, in my judgm ent, be 
sufficient to defeat a determ ination that the bill and the initiative are substantially the 
same.

7. The express power given to the authority (but not to the corporation) to "acquire 
natural gas supplies."

Both the initiative and the bill permit the corporation/authority to acquire property. The 
initiative adds, at its AS 41.41.200(6), language by which the board, "in furtherance o f  its 
corporate purposes," m ay "acquire natural gas supplies." If  the bill is enacted, 
presumably the board o f  the corporation would not have need o f  this express au thority - 
the biii contemplates operation and maintenance o f  the natural gao pipeline system would 
involve third-party contracts. On the other hand, if  it becomes clear that the corporation 
must own natural gas i f  construction and operation o f the project are to be successfully 
undertaken, the absence o f  language -xpressly permitting acquisition o f  gas supplies 
should not defeat the exercise o f  general authority by the corporation to acquire gas 
supplies as "property." Presum abi), the project plan developm ent provisions will provide 
guidance as to whether or not state intervention and acquisition o f  gas supplies would be 
essential to successful developm ent and operation o f the com pleted project.

This provision frames w hat I believe may be the chief characteristic difference between 
the approach set out in the initiative and the one proposed in the bill. The initiative 
sponsors' statement declares tha* the authority is established for the purpose that it would 
"acquire and condition N orth Slope natural gas." In contrast, the bill directs use o f third 
parties for the developm ent and operation o f  the natural gas pipeline system 
contemplated. Again, the difference in approach may simply reflect an appreciation that 
the measure proposed and enacted should reflect the state's role as a project facilitator 
rather than assuming active development and operational responsibility. The legislature 
understands-the initiative sponsors may not--that the state Right-of-W ay Leasing Act 
and federal legislation favoring expanded developm ent o f  a domestic N orth American 
natural gas system for Alaska North Slope gas already provide guidance to and incentive 
for private, not state-directed, design, construction, and operation o f  either a tidewater 
delivery system, an overland delivery system, or both. W hile I recognize that this 
characteristic difference is important, nothing in the Warren v. Boucher analysis compels 
the conclusion that, as to a matter that is "necessarily com plex" and that surely requires 
"comprehensive treatment," the legislature may not exercise its discretion and "substitute 
its judgm ent for that o f  the proponents o f  the initiative." As to a project o f  this size, the 
legislature surely has latitude to determine the manner in which limited state resources 
may be committed to achieve the outcome sought by you and the initiative sponsors 
Differences in this treatm ent as between the initiative and the bill should not, in nn  
judgm ent, be sufficient to defeat a determ ination that the bill and the initiative are 
substantially the same.

Representative Jim W hitaker
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The constitutional provision and statute first cited assign determ ination o f  w hether or not 
an enacted bill represents "substantially the same measure" as a  valid initiative to the 
lieutenant governor. My reading o f  the test and its application to HB 302 and Initiative 
01GSLN lead me to conclude that the proposed legislation has the same general purpose 
as the initiative and is fairly comparable in its choice o f means or system  to w hat has 
been described in the initiative. Some o f the differences do not seem to me to be 
material. Insofar as the differences are material, because the bill's variant provisions 
arguably serve to sidestep possible legal and practical shortcom ings o f  the initiative as 
submitted, they should be regarded as consistent w ith the legislature's authority to 
substitute its judgm ent and to take corrective action.

On that basis, then, it is my judgm ent that differences between the initiative and the bill 
as introduced should not be sufficient to defeat a determ ination by the lieutenant 
governor that the bill and the initiative are substantially the same. W hether or not she 
would make the determination that the bill and initiative are, under the standard o f 
Warren v. Boucher, substantially the same measure is not for me to say.

Representative Jim  W hitaker
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The Honorable Scott Ogan
Alaska State House of Representatives
State Capitol (MS 3100)
Juneau, AK 99801-1182

FAX 9 0 7-465 -3265
Dear Representative Ogan,

While 1 had hoped to visit you and the House Special Committee on Oil and Gas 
before the end of March, I'm not able to do so because I'm traveling to Moscow 
for a meeting of Northern Forum leaders. Nevertheless, I want to compliment 
you and the Committee on its efforts to understand where Alaska stands in world 
markets for natural gas.

Any successful gas project requires willing buyers, willing sellers, willing 
transporters, and financing. My work in this area has been to try to bring those 
elements together, and I hope your committee can do the same.

If I were there, I would make three points.

First, Alaska has to look out for its own interests. In the late 1970s, an overland 
project failed -  but not before Alaska's efforts helped Canadian reserves get to 
market. If overland was the best way to go, we would have an oil pipeline to 
Bellingham today. We don’t. Tidewater gives us the most options, and while we 
can pursue an overland route, we can't allow the tidewater option to be ignored 
by the state or the producers. We must aggressively pursue Asian markets, 
and that means ensuring that a gas supply is independently offered for sale. So 
far, that has not been done. Instead, we’re telling the Asian market we're not 
ready to sell.

Second, I've attached an excerpt from a talk the late Senator Bob Bartlett gave to 
Alaska's Constitutional Convention. He warned about companies with assets 
Outside Alaska warehousing assets they acquire in Alaska. Of course, no oil 
company would admit that they are warehousing gas, or keeping it out of the 
market because it has other supplies available. But a state owner of such a 
large resource has to protect itself, because it could happen. It is clear to me 
we haven't protected ourselves.

What do we do? We must be tough. Our options range from a reserve tax to 
taking back the resource for non-performance. Neither of these options would
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be necessary if a sufficient gas supply to serve the LNG route were committed to 
an independent marketing effort.

Third, we must learn our lessons from the oil line: Unless structured correctly, a 
pipeline owned by producers is likely to result in tariff, royalty, and tax disputes 
because of a conflict in incentives between profits from transportation and profits 
from wellhead production. Since TAPS began, the state has had to collect close 
to $10 billion in dispute because of the way the Trans-Alaska Pipeline was 
structured. Two options could help head off similar disputes on gas. First may 
be requiring sn independent transportation company to carry the gas. Second 
may be having the state take an ownership interest in the pipeline at least equal 
to its royalty interest in the gas. Ken Thompson’s trading hub idea also has 
merit in heading off this kind of conflict.

At least two transport companies have invested millions of dollars designing and 
permitting systems to deiiver North Slope gas. The state is doing nothing I’m 
aware of to help bring these investors together with the producers.

I look forward to further discussion with you on my return. I’m doing what I can, 
as an individual, to urge producers, transporters, buyers, and financiers to get 
together. The state must help to do the same.

If this letter is presented to your Committee in my absence, Mead Treadwell -  
who works with me -  can attempt to answer any questions you have.

With best regards.

Sincerely,

Enc.



Excerpt from

MEETING THE CHALLENGE 

By
Delegate E. L. Bartlett

A laska Constitutional Convention 
University of Alaska 
November 8, 1955

The various bills for statehood enabling legislation which have been introduced in 
the Congress in recent years have uniform ly called fo r large grants of land from the 
United States public domain to be made to the State of Alaska. The figure mentioned 
has been in excess of 100 million acres, an area roughly equal to the tota l land area 
of the State of Caitfornia. The 100 million acre figure would appear to be 
approximate ly the figure which will fina lly be adopted.

The State of Alaska would choose almost all this acreage from the lands not 
included in present federal reservations and withdrawals, or which is otherw ise 
unappropriated. The 100 million plus acres represent a veritable empire, a wealth of 
land and resources never before conferred on any state, saving only Texas which, 
upon its entry into the Union, was allowed to retain all its public lands. A laska will 
receive also, in addition to the 100 million acre plus grant, an uncounted but 
tremendous acreage of submerged lands, land which under decisions of the Supreme 
Court of the United States have been held in trust for the future state. These 
submerged lands include lands under the beds of navigable rivers, lakes, and streams; 
the tide lands proper; and the submerged soils of the marg ina l sea out to the three- 
mile limit.
• • •

Two very real dangers are present. The first, and most obvious, danger is 
that of exp lo ita tion under the thin disguise of development. The taking of Alaska 's 
mineral resources w ithout leaving some reasonable return for the support of Alaska 
governmental services and the use of all the people of A laska will mean a betrayal in 
the adm inistration of the people’s wealth. The second danger is that outside 
interests, determ ined to stifle any development in A laska which m ight compete with 
their activ ities elsewhere, will attempt to acquire great areas of A laska 's public lands 
in order NOT to develop them until such time as, in the ir omnipotence and tne 
pursuance of the ir own interests, they see fit. If large areas of A laska 's patrimony 
are turned over to such corporations the people of A laska may be even more the 
losers than If the lands had been exploited.
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Sponsor Statement 
House Bill 302 -  Alaska Gas Corporation

A rtic le  V ffl,  S ec tion  2 o f  the C onsti tu t ion  o f  the  S ta te  o f  A la s k a  spec if ies  that, “ the  leg is la tu re  
shall p ro v id e  for the u ti liza tion , d ev e lo p m en t,  and  co n se rv a t io n  o f  all natura l  resources; b e lo n g in g  
to the  S ta te ,  inc lud ing  land  and w ate rs ,  fo r  the m a x im u m  b en e f i t  o f  its p eo p le .” F o r  m an y  years ,  
the S ta te  o f  A lask a  has  relied heav ily  on  the p ro d u c tio n  o f  oil to fo s ter  its l ive l ihood , p ro v id e  
o p p o r tu n i t ie s  for its peop le ,  and  genera te  revenues  to  en su re  co n t in u ed  p rosperity .  W e  have  all 
seen  an d  en jo y ed  the posit ive  effec ts  o f  oil dev e lo p m en t.  H o w e v e r ,  oil p r ice  f luc tua tions  and  
red u ced  co m p eti t io n  resu lting  in reduced  p ro d u c tio n  have  ad v e rse ly  a ffec ted  the S ta te ’s ab il i ty  to 
p ro v id e  a secu re  ec o n o m ic  future. A s we face an e n o rm o u s  b u d g e t  deficit,  w e  m u s t  look  b ey o n d  
o u r  re lian ce  on oil p roduc tion ,  b u d g e t  cutting, an d  taxation  as the on ly  m ean s  o f  e n su r in g  a lo n g ­
te rm  fiscal so lu tion . It is in cu m b en t  u p o n  the leaders o f  this s tate to re c o g n iz e  that fu r th e r  
re so u rc e  d ev e lo p m e n t  is critical in o rd e r  to secu re  an add itional and  substan tia l  rev en u e  s t rea m  to 
the S ta te  o f  A laska .  C onserva tive ly ,  100 tril lion  cub ic  feet o f  natura l  gas is s t ran d e d  on the  N orth  
S lope ,  and  the fa ilu re  to recogn ize  this vital re sou rce  as a va lu ab le  c o m m o d i ty  is in d irec t  con f lic t  
w ith  the p rov is ions  o f  the  C o ns ti tu t ion  o f  the S ta te  o f  A laska.

In o rd e r  to facilita te  the  ex trac t ion  and  sa le  o f  natura l gas, H o u s e  Bill 302  e s tab l ish e s  Ihe A la sk a  
G as C orp o ra tio n .  T h e  p r im e  re sponsib il i ty  o f  the  co rp o ra t io n  is to p ro v id e  fo r a basic  
c o m m o d i ty  tran sp o r ta t io n  system : a natura l gas p ip e l in e  system ; o p en  to all po ten tia l  
co m p e t i to rs ,  and o pen  to all realistic  m arke t access  opportun it ie s .

O v e rc o m in g  a n u m b e r  o f  im p ed im en ts  is e ssen tia l  in o rd e r  for a pro jec t  o f  this na tu re  to b ec o m e  
a reality .  W e  h av e  ex tens ive ly  stud ied  the ec o n o m ic s ,  m ark e t  viability , f inanc ia l  needs, and  
regu la to ry  obs tac le s  assoc ia ted  w ith  the co n s truc tion  and o p e ra t io n  o f  this p ro jec t.  H o w ev er ,  in 
o rd e r  to  truly u n d ers tan d  the ec o n o m ic  v iab il ity  o f  the A la sk a  G as  C orp o ra tio n ,  w e  m u s t  turn  to 
p ro fess io n a ls  in the en g inee ring ,  f inancial and  m ark e t  sec to rs  in o rd e r  to e s tab l ish  abso lu te  
e c o n o m ic  feasibility , and  an assoc ia ted  p ro jec t  plan.



H o u se  B ill  3 02  requ ires  a natura l gas p ip e l in e  feasib ility  s tudy  and  p lan  be  c o m p le te d  and 
p re sen ted  to the tw en ty-th ird  A laska  S ta te  L eg is la tu re  and the G o v e rn o r .  T h is  repo rt  shall 
con ta in  spec if ic  in fo rm ation  per ta in ing  to technical ,  f inancial,  reg u la to ry  and  m a rk e t  access  
m atte rs  re la ting  to th e  project. T h e  passag e  o f  H B  302 is o f  p a ra m o u n t  im p o r tan ce  in o rd e r  Lo 
m o v e  fo rw ard  and  dev e lo p  our  natura l resources  in the m a x im u m  bes t  in te rest  o f  th e  c i t izen s  o f  
the S ta te  o f  A laska .
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Bill Version:
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Dept. Affected: 
> R U  ___ 
'C o m p o n en t

R evenue
Administration and  Support 
C om m issioner's Office

Sponsor
R eq u este r

R ep resen ta tive  W hitaker
H ouse Oil and  G as Com m ittee

Expenditures/Revenues

C om ponent No. 

(Thousands of Dollars)

123

Note: A m ounts do not include inflation un less otherw ise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008

. ersonal S erv ices
Travel
Contractual
Supplies
Equipm ent
Land & S tructu res
G rants & Claim s
M iscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I

CHANGE IN REVENUES ( ) I
FUND SO URCE (T housands of Dollars)
1002 Federal R eceip ts
1003 GF Match
1004 GF
1005 G F/Program  R eceip ts
1037 GF/M ental Health
O ther (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E stim a te  o f a n y  c u r r e n t  y e a r  (FY2002) c o s t : 0 .0
C heck  th is  box  (X) If fu n d in g  fo r th is  bill is in c lu d ed  in th e  G o v e rn o r 's  FY 2003 b u d g e t p ro p o s a l:

POSITIONS
Full-time
Part-time
Tem porary

ANALYSIS: (Attach a  separate page if necessary)
This legislation d irec ts  the Joint C om m ittee on Natural G as  P ipelines to subm it a  project plan by January  2003 
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HOUSE BILL NO. 302

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T Y -S E C O N D  L E ‘ r lS L A T U R E  - S E C O N D  S E S S IO N

BV R E P R E S E N T A T IV E  W H I T A K E R  

In t ro d u c e d :  1/14/02
R efe r red :  H ouse  Special C o m m it te e  on Oil a n d  G as ,  R esources ,  F inance

A BILL 

FOR AN ACT ENTITLED

1 "An Act establishing the Alaska Gas Corporation, a public corporation, and providing

2 for its structure, management, responsibilities, and operation, and requiring the

3 development of a project plan to evaluate whether construction and operation of a

4 natural gas transmission pipeline project by the corporation is feasible."

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

6 * S e c t io n  1. T h e  uncod if icd  la w  o f  th e  S ta le  o f  A la sk a  is a m e n d e d  by ad d in g  a  n ew  sec tion

7 to read:

8 F IN D IN G S  A N D  IN T E N T , (a) T h e  legislature finds that

9 (1) art. VIII, sec. 1, C onsti tu t ion  o f  the S ta te  o f  A lask a ,  p rov ides  that it is the

10 po licy  o f  the  s ta te  to en c o u rag e  the se t t lem en t o f  its land and  the d e v e lo p m e n t  o f  its resources

11 by m a k in g  them  ava ilab le  for m a x im u m  use  c o n s ’stcnt w ith  the  pub lic  interest;

12 (2) art. VIII, see. 2, C o n sti tu t io n  o f  the S ta te  o f  A laska ,  requ ires  the legislature

13 to p ro v id e  for the u tiliza tion , d ev e lo p m e n t,  and  co n se rv a t io n  o f  all natura l  resources

14 b e lo n g in g  to the state, includ ing  land and  w ate rs ,  for the m a x im u m  benefit  o f  its peop le ;
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(3) the p ro d u c tio n  o f  oil and  gas  from state land is an  im p o rtan t  sou rce  o f  

re v en u e  to  the s ta le  and  jo b  o p p o r tu n i t ie s  for all the p eop le  o f  the  s ta te ;

(4) natura l gas  loca ted  on  the N orth  S lo p e  is a va lu ab le  re so u rce  to the slate 

that  has  n o t  b een  p ro d u c ed  for sa le  in the m ark e t  place;

(5) the a m o u n t  o f  n a tu ra l  gas  located  on  the N o rth  S lope  is subs tan tia l  and, i f

so ld , w ill  g en e ra te  s ig n if ican t  re v en u e  to  the s tate  and o p portun it ie s  and  b en e f i ts  to its peop le

fo r m a n y  y ea rs  into the future;

(6) m a x im u m  benefi t  to the p eo p le  o f  die State o f  A la s k a  by  the  sale o f  N orth  

S lo p e  n a tu ra l  gas  m ay  be  rea l ized  o n ly  th ough  pub lic  o w n e rsh ip  o f  a  co rp o ra te  en ti ty  that 

p e r fo rm s  the essen tia l  g o v e rn m e n t  func tion  o f  p ro v id in g  transpor ta t ion  in fras truc tu re  that 

o th e rw ise  m ay  no t  be p rov ided ;  and

(7) fa ilure to p ro d u ce  an d  sell the natura l gas  re so u rce  located  in the state for 

the  m a x im u m  benefi t  o f  its p eo p le  is in d irec t  conflic t  w ith  the  p ro v is io n s  o f  the C onsti tu t ion  

o f  the S ta te  o f  A laska .

(b) T h e  in ten t o f  th is  A c t is to

(1) p ro v id e  the p eo p le  o f  the s ta te  the m a x im u m  b en e f i t  poss ib le  through 

ex tra c t io n  o f  natura l  re so u rces  as req u ired  by  the C o ns ti tu t ion  o f  the  Sta te  o f  A lask a ;

(2 ) foster  and  p ro m o te  th e  long-term  eco n o m ic  g ro w th  and d e v e lo p m e n t  o f  the

state;

(3) reco g n ize  that the p ro d u c tio n ,  ow n ersh ip ,  an d  sa le  o f  na tu ra l  gas  is in the 

lo n g - te rm  and  m a x im u m  best in terest  o f  the c it izens  o f  the slate;

(4) es tab lish  a m e a n s  by w h ich  the s ta te  can  b rin g  N o u h  S lope  natural gas 

re so u rce s  to  m arke t;

(5) c rea te  a  pub lic  co rp o ra t io n  w ith  the p o w e rs ,  du ties ,  and  functions

n ec essa ry  to  facilita te  the o w n e rsh ip  o f  transpor ta t ion  in fras truc tu re  requ ired  for the sale o f

N o rth  S lo p e  natura l gas;

(6) requ ire  the co rp u r .u io n  to con trac t  w ith  p r iv a te  sec to r  en t i t ie s  for the

fo l lo w in g  se rv ices  and  func tions  in o rd e r  to b r ing  natura l gas  from  the  N o rth  S lo p e  to market:

(A ) the d es ig n  a n d  cons truc tion  o f  the natural gas  p ip e l in e  sys tem ; and

(B) the o p e ra t io n  and  m a in ten an c e  o f  the na tu ra l  gas  p ipe l ine  system .

* Sec. 2. A S 41 is am en d e d  by a d d in g  a  n ew  ch a p te r  to read:
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Chapter 41. Alaska Gas Corporation.
Article 1. Establishment of the Corporation.

Sec. 41.41.010. Establishment of the corporation, (a) T h e re  is  e s tab lished  

th e  A laska  G a s  C o rp o ra tio n ,  th e  p u rp o se  o f  w h ich  is to  p ro v id e  one  o r  m ore  o f  the 

fo l lo w in g  serv ices  and  fu n c tio n s  in o rd e r  to b r in g  natura l  gas  f ro m  the  N o r th  S lope  to 

m arke t:

(1) the d es ig n  a n d  co n s tru c tio n  o f  the  p ro jec t;  and

(2) th e  o p e ra t io n  and  m a in ten an c e  o f  the pro jec t.

(b) T h e  co rp o ra t io n  is a  p u b lic  co rp o ra t io n  and  a n  in s tru m en ta l i ty  o f  the s ta te  

w ith in  the  D ep ar tm en t  o f  R ev en u e .

(c) T h e  co rp o ra t io n  has  a  legal ex is ten ce  in d ep en d e n t  o f  and  sepa ra te  from  the

state.

(d) T h e  tran sp o r ta t io n  o f  natura l g as  from the N o r th  S lo p e  b y  the A la sk a  G as  

C o rp o ra  ion  is a n  essen tia l  g o v e rn m e n t  func tion  o f  the state.

(e) T h e  co rp o ra t io n  m a y  not b e  te rm in a ted  as  long  as  it has  bonds ,  no tes ,  o r  

o th e r  o b liga t ions  ou ts tand ing .

See .  41.41.020. Corporation governing body, (a) T h e  co rp o ra t io n  shall be 

g o v ern ed  by  a b o ard  o f  d i rec to rs  co n s is t in g  o f  six  m e m b e rs  ap p o in ted  by  the  g o v e rn o r  

f ro m  the public ,  w h o  m a y  no t  ho ld  an o th e r  s ta te  o r  federal o ff ice ,  posit ion , o r  

em p lo y m en t ,  e i ther  e lec t iv e  o r  ap p o in t iv e ,  e x c ep t  a s  a  m e m b e r  o f  the a rm e d  forces o f  

e i th e r  the U n : ‘ed  S ta tes  o r  th is  state.

(b) T h e  m em b ers  o f  th e  board  m u st  h av e  re co g n ized  c o m p e te n ce  and  w ide  

ex p e r ien ce  in f inance ,  b u s in ess  m an ag e m en t ,  and  g as  indus try -re la ted  endeavors .

(c) T h e  b o ard  shall an n u a lly  e lec t  a  chair , and  m a y  e lec t  o ther  o ff icers ,  from  

am o n g  its m em bers .

See. 4l.41.030. Term of office. T h e  m em b ers  o f  the board  shall be appo in ted  

for te rm s o f  fou r  years ,  an d  they  m ay  b e  reap p o in ted .  T h e  te rm s  o f  the m em b ers  shall 

be  s tag g ered  so that no  m o re  than  tw o  te rm s  o f  m em b ers  ex p ire  each  year.

Sec. 41.41.040. Removal and vacancies, (a) T h e  g o v e rn o r  m a y  re m o v e  a 

m e m b e r  o f  the  board  from  o ff ic e / ,  A  rem o v a l  by the  g o v e rn o r  m u s t  be  in w ri t ing  and  

m u s t  state the reaso n  for the rem o v a l .  A  m e m b e r  w h o  is rem o v ed  by  the g o v ern o r

H 1)0302n -3 - 111)302
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m ay no t partic ipa te  in  board  b u s in e ss  and  m ay  not be  co u n ted  for pu rposes  o f  

e s tab lish in g  a q u o ru m  af te r  the m e m b e r  rece ives  w ri t ten  no tice  o f  re m o v a l  from  the 

governor.  A  m e m b er  w h o  is re m o v e d  by  the g o v e rn o r  is not en ti t led  to honora ria ,  per 

d iem , o r  travel expenses  au th o r iz ed  u n d e r  A S  4 4 .4 1 .0 6 0  for w o rk  p e r fo rm ed  af te r  the 

m e m b e r  rece ives  the w ri t ten  no tice  o f  rem o v a l .

(b) T h e  governo r  shall p ro m p t ly  Fill a  v ac an cy  on  the b o a rd  b y  appo in tm ent.  

A n  ap p o in tee  to a vacancy  shall ho ld  o ff ic e  fo r  the b a lan ce  o f  the te rm  fo r  w h ich  the 

ap po in tee 's  p red ecesso r  on the board  w a s  appo in ted .

(c) A  v acan cy  on  the  board  d o e s  not im p a ir  the au tho ri ty  o f  a  q u o ru m  o f  the 

board  to exe rc ise  all the  p o w ers  an d  pe r fo rm  all the d u ties  o f  the board .

See. 41.41.050. Quorum and voting. F o u r  m em b ers  o f  the b o a rd  consti tu te  a 

q u o ru m  for the t ransaction  o f  b u s in ess  and  the ex e rc ise  o f  the p o w e rs  and  du ties  o f  the 

board . A c tio n  m ay  be taken  on ly  u p o n  the a f f i rm a t iv e  vo te  o f  a m a jo r i ty  o f  the  full 

m em b ersh ip  o f  the board .

Sec. 41.41.060. Compensation of board members; per diem and travel 

expenses, (a) M em b ers  o f  the b o a rd  rece ive  an  h o n o ra r iu m  o f  $ 4 0 0  fo r  each  day 

sp en t  at a m ee t in g  o f  the board  o r  a t a m ee t in g  o f  a  su b co m m it te e  o f  the b o ard  or a t a 

pub lic  m ee tin g  as a rep resen ta tive  o f  the board .

(b) M em b ers  o f  the b o a rd  a re  en ti t led  to p er  d ie m  an d  travel expenses  

au th o r ized  for boards  and  co m m iss io n s  u n d e r  A S  39 .20 .180 .

Sec. 41.41.070. Corporation staff, (a) T h e  board  m a y  e m p lo y  an d  de term ine  

the sa lary  o f  an execu tive  director.

(b) T h e  execu tive  d irec to r  m a y ,  w ith  the ap p ro v a l  o f  the board ,  se lec t  and 

em p lo y  add itional s ta f f  as  n ecessary .

(c) A n  em ployee  o f  the co rp o ra t io n ,  in c lu d in g  the ex ecu tiv e  d irec to r,  m a y  not 

be a  m e m b e r  o f  the board . T h e  ex ecu tiv e  d irec to r  and  the o th e r  em p lo y ee s  o f  the 

b oard  are  in the ex em p t  serv ice  u n d e r  A S  39 .2 5 .1 1 0 .

(d ) In add it ion  to its em p lo y ee s ,  the co rp o ra t io n  m ay  co n tra c t  for and  engage  

the se rv ices  o f  bond  counse l,  legal co u n se l,  co n su l tan ts ,  expe rts ,  an d  financial advisors  

the co rp o ra t io n  cons iders  n ecessa ry  for the p u rp o se  o f  d ev e lo p in g  in form ation , 

fu rn ish in g  adv ice , o r  co n d u c tin g  s tud ies ,  inves tiga tions,  hea rings ,  o r  o ther
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pro ceed in g s .

S ec .  4 1 .4 J .0 8 0 .  C o n f l ic ts  o f  i n t e r e s t ,  (a) M em b ers  o f  the  board  an d  the 

ex e cu t iv e  d irec to r  o f  the co rp o ra t io n  are  su b jec t  to the p rov is ions  o f  A S  39.50.

(b) I f  a  m e m b er  o f  the b o ard  o r  an  em ployee  o f  the  co rp o ra t io n  acquires ,  

ow n s ,  o r  co n tro ls  an  in terest,  d irec t  o r  ind irec t,  in an en tity  or p ro jec t  in w h ich  asse ts  

o f  the co rp o ra t io n  are  invested, the  m e m b e r  shall  im m edia te ly  d isc lo se  the  in terest  to 

the board . T h e  d isc losure  is a m a t te r  o f  pu b lic  record  and shall  b e  inc luded  in the 

m in u te s  o f  the b o ard  m ee t in g  next fo l lo w in g  the  d isclosure .

S ec .  4 1 .4 1 .0 9 0 .  C o r p o r a t i o n  b u d g e t ,  (a) T he rev en u e  ea rned  by  corpora te  

o p e ra t io n s  m u s t  be iden tif ied  as the so u rc e  o f  the opera t ing  b u d g e t  o f  the co rpo ra t ion  

in the  sta te 's  o p e ra t in g  budget u n d e r  A S  3 7 .07  (E xecutive  B udge t  Act) .

(b) E a rn in g s  o f  the co rp o ra t io n  in  e x c ess  o f  future opera t ing  n eed s  shall  acc ru e  

and  be t ran s fe rred  to the  s tate  genera l  fund  o n ce  each  year,  no t la ter  than  Jan u a ry  15, 

a f te r  the first full  y ea r  o f  operation .

See .  4 1 .4 1 .1 0 0 .  A u d i ts .  T h e  L eg is la t iv e  B udget and A u d it  C o m m it tee  m ay 

p ro v id e  fo r  an  an n u a l  pos t  audit an d  an n u a l  operational and  p e r fo rm an c e  ev a lua t ions  

o f  the  co rp o ra t io n 's  op era t io n s  and  budget.

S ec .  4 1 .4 1 .1 1 0 .  R e p o r t s  a n d  p u b l i c a t io n s .  (a) By S ep tem b e r  30 o f  each  

year ,  the b o a rd  shall pub lish  a report o f  the  co rpo ra t ion  for d is tr ibu tion  to die g o v e rn o r  

and  the  pub lic .  T h e  board  shall no tify  th e  leg is la tu re  that the report is available .

(b ) T h e  report  m u s t  include financia l  s ta tem en ts  au d ited  by in dependen t  

o u ts id e  au d i to rs  and  a  s ta tem en t o f  the am o u n t  o f  m o n ey  rece ived  by  the co rpo ra t ion  

from  its o p e ra t io n s  d u r in g  the per iod  co v e red .

S ec .  4 1 .4 1 .1 2 0 .  P o li t ica l  a c t iv i t ie s .  T h e  re sources  o f  the co rp o ra t io n  m ay  not 

be used  to f inance  o r  in f luence  politica l ac tiv it ies .

S ee .  4 1 .4 1 .1 3 0 .  P u b l ic  a c c e s s  to i n f o r m a t io n ,  (a) In fo rm ation  in the 

p o ssess io n  o f  th e  co rp o ra t io n  is a pub lic  reco rd ,  excep t  that  in fo rm ation  that  d isc lo ses  

the par ticu la rs  o f  the bus iness  o r  a f fa irs  o f  a p rivate  en terp rise  or in v es to r  is 

con f iden tia l  and  is no t  a public  reco rd  for p u rposes  o f  A S 4 0 .2 5 .1 1 0  - 40 .25 .140 . 

C o n fid en tia l  in fo rm a tio n  m ay  be d isc lo sed  on ly  for the pu rposes  o f  an off ic ia l  law  

e n fo rc e m e n t  inves tiga tion  o r  w hen  its p ro d u c tio n  is requ ired  in a court  p roceed ing .
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(b) T h e  res tr ic tions  o f  (a) o f  this sec tion  do  not p ro h ib i t  the p u b l ica t io n  o f  

s ta tis tics  p re sen ted  in a  m a n n e r  that p reven ts  the iden tif ica tion  o f  p a r t icu la r  reports ,  

items, p e rsons,  o r en terp rises .

Article 2. Powers of the Corporation.

Sec. 41.41.200. Powers of the corporation. In fu r the rance  o f  co rp o ra te  

p u rp o se s ,  in ad d it io n  to o th e r  p o w e rs ,  the co rp o ra t io n  m ay

(1) sue  an d  be  sued ;

(2) ad o p t  a seal;

(3) adopt,  am en d ,  and  repeal b y law s  and  regu la t ions ;

(4) m ak e  and  ex e cu te  con trac ts  and  oil ie r  ins trum ents ;

(5) in its o w n  n am e  acq u ire  p ro p e rty ,  lease, rent,  co n v ey ,  o r  acq u ire  

real and  personal property ; a  p ro jec t  site  o r  par t  o f  a  p ro jec t  site m ay  b e  ac q u ired  by  

em in en t  d o m ain ;

(6) issue b o n d s  and  o th e rw ise  in cu r  in d eb ted n ess  in a c c o rd a n c e  w ith  

A S  4 1 .4 1 .3 0 0  - 4 1 .4 1 .4 1 0  in o rd e r  to pay  the cos t  o f  a  pro jec t;

(7) accep t gifts, g ran ts ,  o r  loans from  and en te r  into co n trac ts  o r  o th e r  

transac t ions  regard ing  gifts, g ran ts ,  o r  loans w ith  a  federal a g e n cy  o r  an  a g e n c y  o r  

in s trum en ta l i ty  o f  the state ,  a m u n ic ip a l i ty ,  p r iva te  o rgan iza t ion ,  o r  o th e r  sou rce ;

(8) en te r  into co n trac ts  o r  ag reem en ts  w ith  a federal ag en cy ,  a g e n c y  o r  

in s tru m en ta l i ty  o f  the state , m u n ic ip a l i ty ,  o r  pub lic  o r  p r iva te  ind iv idua l o r  en ti ty ,  w ith  

respec t  to the exe rc ise  o f  its p ow ers ;

(9) charge  fees o r  o th e r  fo rm s  o f  rem u n e ra t io n  foi u se  o f  p ro p e r t ie s  

and  facilit ies  o f  the co rpora tion ;

(10) d efen d  and  in d em n ify  a cu rren t  o r  fo rm er m e m b e r  o f  the  b o ard  or 

an  e m p lo y e e  or ag en t  o f  the au th o r i ty  ag a in s t  the costs ,  expenses ,  ju d g m e n ts ,  and  

liabilities  as  a resu lt  o f  a c tio n s  tak en  in good  faith on  b e h a l f  o f  the au tho ri ty ;  an d

(11) pu rchase  in su rance  to p ro tec t  its assets ,  serv ices ,  au d  e m p lo y ee s  

aga ins t  l iab ili t ies  that m ay  ar ise  from  authority  op era t io n s  an d  activ ities .

Article 3. Revenue Bonds and Notes.

Sec. 41.41.300. Bonds and notes of the corporation, (a) T h e  co rp o ra t io n ,  

by  reso lu t ion ,  m a y  issue revenue  b o n d s  and  bond an t ic ip a t io n  n o te s  in o rd e r  to p ro v id e
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