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The Future o f  State Travel

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

have cut the ir commissions in half. What once was a th riv ing  enterprise is now  a 

business struggling to hang on by its fingernails. Even when commissions were 10 

percent o f  a irline ticke t sales, the agencies were only making it  w ith  about a 1 percent 

p ro fit margin. W hen the airlines cut commissions, agencies were forced to charge the ir 

customers 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 remain (those who 

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

keep some o f  the ir corporate and State o f  Alaska business, have failed.

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

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

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

w illingness to support local businesses. Because the state’ s travel is such a large amount 

o f  business, agencies were w illing  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 

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

service fees, closed their doors this past Friday, December 8th.

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

enough to start an argument in some po litica l circles. For many years the state has been 

tTying to cut expenses, but travel seems to be the one area where the govemment is 

reluctant to make a change in the way they are currently doing business. A t the moment, 

the State o f  Alaska has a travel policy listed in  The State o f  Alaska Adm inistrative 

Manual fo r its travelers to fo llow . The state curren tly  has its travelers make the ir own 

arrangements w ith  whomever or however they wish. Employees are sim ply trusted to 

make their arrangements in the best interest o f  the state. K im  Garnero, D irecto r o f 

Finance at The Department o f  Adm inistra tion, says that the state wants its travelers to 

have a choice when it  comes to making travel arrangements (pers commun). However,



w ith  the state u nw illing  to pay travel agency service fees, the travelers u ltim ate ly w ill not 

have a choice.

Another po in t Garnero makes in  regard to contracting out the state’ s travel 

business is that righ t now the procurement code requires the state to com petitive ly b id  

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

This is being interpreted to mean that i f  an agency is not chaxb'ng a fee, then they must 

be the lowest cost provider. But what guarantee is there? H ow  dues the state know  i t  is 

not being overcharged fo r an airline ticket? Maybe a lower fare was available, but the 

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

rate at the hotel, but the agent gave them the higher one because they knew it  was w ith in  

the allowed 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. Since some are not charging a fee, there is no need fo r the state to 

com petitively b id 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 book whatever is in the best interest o f  the 

state, but how do travelers know i f  they are getting the best deal fo r  the state? W hy does 

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

by the state that i f  i t  is not paying a fee fo r a service, it  is getting the best deal?

I f  the State o f  Alaska contracted out its travel, it  would ensure that its travelers 

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

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

companies, hotels, and airlines), track travel expenses, provide very detailed reporting fo r 

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

w ill even reconcile b illings and travel claims. A ll o f  these services can be negotiated in a 

contract. Travel companies w ill usually try  to negotiate as much service in to  a contract 

as a customer calls for.

Sharon Lowe, Adm inistrative Manager for Public Health, Departm ent o f  Health 

and Social Services, says that when she needs to travel, a ll she wants to  do is call 

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

fax the confirm ation to her (pers common). She does not want to  spend tim e searching



fo r 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 want her staff to waste their time searching for 

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

handle her travel fo r  her. I f  Sharon and her staff are doing their own travel arranging, as 

many state workers 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 fte r  speaking in depth w ith  Sharon on the subject, as w e ll as other 

coworkers, this seems to be the consensus. State travelers do not want to spend their tim e 

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

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

A  travel professional that is ...killed at booking govemment reservations, w h ich 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 w il l  give govemment travelers 

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

comrnun), a Govemment Travel Counselor, she was able to te ll me right o f f  the top o f  her 

head how much a govemment rate is at the H ilton in Anchorage, and at the W arw ick in 

Seattle. She knows exactly who has the lowest govemment rate fo r a car rental, and what 

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

is d ifferent thaD what is available to the public. A  travel agent has a ll the a irline  rates on 

one screen, enabling her/him  to see ju s t who has the lowest fares. The same goes fo r car 

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

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

Because the Internet has become a whole new w orld  fo r travelers, there is a myth 

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

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

complicated reservations to Sydney, Australia on-line he w i l l  spend as much 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). When he arrives in  Sydney, try ing  to get 

through customs turns in to a nightmare. There was no one on the Internet to advise him 

that he needed a passport and a visa to enter the country. F ina lly  he makes i t  out o f  the 

airport only to find that he booked his hotel fo r the wrong day (he forgot about the



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

been avoided by using a professional.

Another th ing you may not realize about booking airline tickets on-line that 

involve more than one carrier is you and your luggage may have problems m aking it  to 

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

and another ticke t Seattle to M inneapolis on Northwest A irlines, Alaska A irlines is only 

obligated to protect you to Seattle i f  you get weathered in. In other words since your 

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

Flights. So technically Northwest could make you purchase a new ticke t once you arrive 

in Seattle. Any seasoned rraveler knows this is not something they want to have to deal 

w ith, especially i f  they are on business travel.

Something else the state may want to take a hard look at is negotiating w ith  

vendors. Travel agencies w ill negotiate on behalf o f  the state fo r special rates. Some 

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

place for their clients. Shannon W iley, Manager o f  the Juneau Am erican Express Travel 

office, told me that her company has negotiated rates w ith  car rental companies, hotels, 

and airlines world  wide that any o f the ir customers can use (pers commun). U p  to this 

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

w ith the buying power o f  a large travel company, it  may have a better chance. For 

example, Green’ s Creek M in ing  Company has a 5 percent discount on most domestic 

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

when you are ta lk ing about one airline ticket, but when you are ta lk ing  about thousands 

o f  tickets, it adds up.

W ith  travel companies w illin g  to track travel expenses and reconcile b illings  and 

travel claims, what state traveler or state accountant w ou ldn ’ t want to contract it  out?

The money the state spends on these activ ities alone would most lik e ly  pay for the 

contract w ith in  the firs t month. The state has a very outdated accounting system. 

Corporate travel companies spend m illio ns  on keeping the ir systems up to date to keep up 

with their customers’ needs. They have programmers and state-of-the-art computer 

equipment. The state would just have to ask fo r what they want in  backroom services, 

and the travel company would most lik e ly  be able to accommodate them.



Contracting out travel is the way corporate America and even the Federal 

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

best option for such a complicated task. Companies that don’ t want to be in  the travel 

business are leaving i t  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 tim e fo r its 

accountants as w e ll as its travelers. Outsourcing allows state workers the opportunity to 

cut down travel problems by using a professional agent and the state would have more 

negotiating power w ith  vendors. A ll 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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T r a v e l  i n d u s t i y  

b r a c e s  f o r  n e w  

p r o f i t  o b s t a c l e s

Yho N«w York Times
NEW YORK-A little more 

than 20 years ago, Valerie Ann. 
Wilson used family money -to 
open a travel agency. •.

It was a gamble for Wilson, ■ 
now 59, who had two young 
daughters and had not been 
working. . .

The bet more than paid off. 
The agency, Valerie Wilson 
Travel, has grown into a New 
York business with nearly ; 300 
employees, including Wilson's 
two daughters, Jennifer Wilson- 
Buttigieg, 34,. and Kimberly 
Wilson Wetty, 31. Last year, the 
agency bad $260 million in sales. 
And on Sept. 10, this was looking 
to 'be one of the agency’s best 

•• years ever. • '.
Then, on .Sept. 11, two planes . 

smashed into the World Trade 
Center, another bit the Pentagon 
and another crashed in a field in 
Pennsylvania. Matters were 
made worse by the looming reces­
sion ancl the. November crash •«£ 
Flight 587 in. Belle- HarbGri, 
Queens. ' • . ';_1
. Now some .forecasters are 
warning that waves of failures, 
bankruptcies and layoffs - are 
about, to 6weep through/the in- 

1 diistry.' •
."There were definitely signs 

even before tbie government said!
!' that it' was a  recession, but we; ' 

thought, we would be fairly insu­
lated,” said Wilson-Buttigieg, the 

. executive vice president who has 
been managing the agency siiice 
her mother had a heart attafck 
earlier this year. "I'don’t  think 
anyone realized the ramifications 

, of how Sept.'11 would affect cor­
porate 'and leisure travel and how 
long it might he. before we rei 

: cover." . "  '
Wilson-Buttigieg said it would 

be hard to pick a business that 
has been hit harder by the events 
of' the la s t. few months. Thfe 
American Society of Travel 
Agents. estimates' that its mem­
bers lost $1.36 billion just in'the . 
four weeks after the attack be­
cause of the. drop in bookings for 
flights, hotel rooms, rental cars 
and cruises. . . *

But even before Sept. 11,-age­
ncies had begun to feel the effect 

..of large cuts made by corpora­
tions' in their travel- and enter­
tainment budgets .because of the 
slowing economy. • '

In addition, th e . airline in- 
- dustry.cut commissions .to travel 

agencies in:August to $20 per. do­
mestic flight, from $50. . .

After the-attack,\ Wilson de­
cided against trying to recouj)

■' that lost revenue immediately at 
; the cost of the consumer. -•

There may be more people 
flying again, but business at most. 
Manhattan agencies, which may 

'. well be.the hardest hit in the 
country, is down anywhere from 

. 40 to 65 percent,, according to the 
agencies. Hundreds of employees 

" have been laid off at Manhattan 
agencies . alone, • agency officials 

! said, ■ and .many' .smaller opera- 
i tions, with-high fixeiJ' COBts . and . 
i little ’room for revenue -growth’, 
j seem on the verge of going out of 
[business. *-'j-

"Other parts of the country 
are-rebounding a lot' faster than 

. big citieB, and . I think other big 
cities. are coming back quicker . 
than New-! Y o rk ,s a id  Andy 
Pesky, the president of ProTra-. 
vel-Zenith Group, th e  high-end 
company, is .based on Madison 
Avenue 'arid has offices in Milan, 
London, Beverly Hills, Calif., and 
elsewhere in the United. States 
and ' Europe. “The phones are 
ringing,” Pesky said, “but people 
are more .'likely to'he calling, to 
cancel'a trip than make a. reser­
vation.” ' • •

Sweeping changes in the air- 
line business changed the lives'of 
travel agents well bifore Sept. l i .

.The most fundamental shift ' 
came in the mid-1990s, when the 
airline- industry -decided it was 
going to gradually reduce the 

. commisBions.it, paid travel ageqts’
: for bringing in customers. Before 

•the most recent recluctions r-'.’to . .
i . flat fees of $50 per ticket; then • 

$20 per ticket — commissions on 
I domestic flights had dropped to 8 

percent from 10 percent in 1995. ; • 
Another major change in the 

industry has been a wave -of 
mergers of small companies; Thp 
Internet also undercut agents by ; 
offering discounted tickets that 

I' could be bought in bulk. - -  -



lM p://old-w w w .le g is .s ia te .a k .u s / c g i-b m ...d o c / (U 3 9 9 5 }/ p a g e ile m s = ib o d y )/ h iis _ o n l:

tS1 Sec. 39.20.140. T ravel costs and travel outside the state.

(a) The Department o f Administration may not pay an o ffic ia l or employee fo r  per diem or 
transportation costs unless the travel is clearly necessary to benefit the state.

(b) The Department o f Administration may not reimburse an o ffic ia l or employee or pay fo r more than 
the lowest tourist class fare fo r the most direct route unless

(1) tourist class accommodation is not available;

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

(3) the Department o f Administration finds that travel by tourist class accommodation is not in the 
best interest o f the state, and authorizes other accommodation.

(c) When the Department o f Administration authorizes more expensive travel under (b) (3) o f this 
section, it shall f ile  a ju s tifica tion  for that authorization with the travel voucher. W hen fares other than 
tourist class are authorized under (b) o f this section, the Department o f Adm in istra tion  may not reimburse 
the o ffic ia l or employee or pay fo r more than the lowest first class fare available.

(d) O ffic ia ls and employees are authorized to travel only the least number o f  days necessary to 
transact the business involved, to secure return passage, and to return.

(e) Every o ffic ia l and employee shall, unless otherwise authorized by law to  travel outside the state, 
obtain prio r approval fo r travel outside the state from  the head o f the o ffic ia l's  o r employee's department or 
from  an immediate supervisor, or from the Department o f Adm in istra tion i f  the o ffic ia l o r employee is not 
w ith in  a department o r is not under the direct supervision o f an o ffic ia l or supervisor. I f  an employee 
deviates materially from  the travel authorized under this section, the employee must obtain approval fo r 
the deviation from  the person who approved the travel before the Department o f  Adm in is tra tion  may 
reimburse the employee fo r the travel.

I r.f t

http://www.legis.siate.ak.us/cgi-bm...doc/(U3995%7d/pageilems=ibody)/hiis_onl




AK FA IR  TAX (a m o u n ts  in th o u sa n d s) B ase m ult 0 .54
Incom e ( lo w e r ) ------> 0.000 10.000 20 .000 30 .0 00 50 .000 75 .000 100.000 150.000 200 .000 500 .000 1000.000
A verage A G I----------> 4 .03 8 14.851 24 .791 39 .366 61 .393 85 .9 64 118.484 170.766 283 .772 67 5 .418 1982 .316
Incom e (u p p e r) — > 10 .000 20 .000 30 .000 50 .000 75 .000 10 0.000 150.000 20 0.000 50 0 .000 1000.000 o v er
B ase b ra c k e t ra te 1 .00 % 1 .50 % 2 .0 0 % 2 .0 0 % 1.30% 1.30% 1.25% 1.10% 0 .3 0 % 0 .0 5 % 0 .0 4 %
No. o f re tu rn s /b ra c k e t 92 ,596 47 ,4 06 38 ,3 68 54 ,758 43 ,651 24 ,213 16,249 3,925 3 ,356 486 196
Eff ra te  (b ra c k e t m ax) 0 .5 4 % 0 .6 8 % 0 .8 1 % 0 .9 2 % 0 .8 5 % 0 .8 1 % 0 .7 7 % 0 .7 2 % 0 .3 9 % 0 .2 1 %
B racket ra te 0 .5 4 % 0 .8 1 % 1.08 % 1 .08 % 0 .7 0 % 0 .7 0 % 0.6 8 % 0 .5 9 % 0 .1 6 % 0 .0 3 % 0 .0 2 %
B racket a m o u n t m ax 0 .05 4 0.081 0 .10 8 0.216 0.176 0.176 0.338 0 .29 7 0.486 0 .13 5
v urn a m o u n t m ax 0 .0 5 4 0.135 0.243 0 .4 5 9 0 .63 5 0.810 1.148 1.445 1.931 2.066
Cum a m o u n t av e  AGI 0.022 0 .093 0 .18 7 0 .3 4 4 0 .539 0.711 0.935 1.271 1.580 1.978 2 .27 8
Eff ra te  @ av e  AGI 0 .5 4 % 0 .6 3 % 0 .7 5 % 0 .8 7 % 0 .8 8 % 0 .8 3 % 0.7 9 % 0 .7 4 % 0 .5 6 % 0 .2 9 % 0 .1 1 %
Eff. sa le s  ra te  (3 0 3 ) 2 .2 4 % 2 .0 8 % 1 .90 % 1.73 % 1.58 % 1.53% 1.47% 1.38% 1.03% 0 .4 8 % 0 .2 4 % Total Rev
B racket rev en u e 2019 4423 7165 18845 23527 17227 15189 4988 5303 961 446 $1 00 ,093

NOTES: A laskans Pay
In co m e (low er) — > Low er limit o f incom e b rack e t Sales $ 9 3 ,0 8 7
A verage A G I--------- > A verage A djusted  G ross In co m e (AGI) w ithin b ra ck e t F:air $7 5 ,0 7 0
In co m e (u p p e r) —  > U p per limit o f incom e b rack et Savings $ 1 8 ,0 1 7
B ase b ra ck e t ra te B ase tax  ra te  on  incom e w ithin b rack e t limits (b a s e  ra te  X b a se  m u lt fac to r =  brae <et ra te )
No. o f re tu rn s /b ra c k e t T o tal tax  re tu rn s  w ith  AGI falling w ithin b rack e t |
Eff ra te  (b ra c k e t m ax) Effective ta x  ra te  fo r a  tax p ay e r w h o se  AGI is a t  th e  u p p e r limit o f th e  b ra ck e t
B racket ra te T ax  ra te  for all in co m e w ithin b rack e t (n o te  th a t  all tax p ay e rs  w ith incom e in a b ra ck e t pay  th e  sa m e  ra te  fo r th e  incom e in th a t  b rack et)
B racket a m o u n t m ax M axim um  a m o u n t o f  tax  fo r incom e w ithin b rack et
Cum  a m o u n t m ax T o tal tax  ow ed  if AGI =  u p p e r  limit o f b rack e t
Cum a m o u n t a v e  AGI T o tal tax  ow ed if AGI =  a v e ra g e  for b rack e t
Eff ra te  @ a v e  AGI Effective tax  ra te  fo r a tax p ay e r w h o se  AGI is a v e ra g e  fo r th e  b rack e t
Eff. sa le s  ra te  (30 3) A v erag e  sa le s  tax  pa id  ex p ressed  a s  a p e rc e n ta g e  o f AGI (3 %  sa le s  tax  from  HB 303)
B racket re v e n u e T otal rev en u e  from  re tu rn s  w ith AGI w ithin b rack e t
Total Rev Total rev en u e  from  all b rackets 4 /2 2 /2 0 0 2

Va->
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AK FAIR TAX (amounts in thousands) Base mult=j 0.945
Income (lower) — > 0.000 10.000 20.000 30.000 50.000 75.000 100.000 150.000 200.000 500.000 1000.000
Average AGI-------> 4.038 14.851 24.791 39.366 61.393 85.964 118.484 170.766 283.772 675.418 1982.316
Income (upper) — > 10.000 20.000 30.000 50.000 75.000 100.000 150.000 200.000 500.000 1000.000 over
Base bracket rate 1.00% 1.50% 2.00% 2.00% 1.30% 1.30% 1.25% 1.10% 0.30% 0.05% 0.04%
No. of returns/bracket 92,596 47,406 38,368 54,758 43,651 24,213 16,249 3,925 3,356 486 196
Eff rate (bracket max) 0.95% 1.18% 1.42% 1.61% 1.48% 1.42% 1.34% 1.26% 0.68% 0.36%
Bracket rate 0.95% 1.42% 1.89% 1.89% 1.23% 1.23% 1.18% 1.04% 0.28% 0.05% 0.04%
Bracket amount max 0.095 0.142 0.189 0.378 0.307 0.307 0.591 0.520 0.851 0.236
Cum amount max 0.095 0.236 0.425 0.803 1.110 1.418 2.008 2.528 3.378 3.615
Cum amount ave AGI 0.038 0.163 0.327 0.602 0.943 1.245 1.636 2.224 2.765 3.461 3.986
Eff rate @ ave AGI 0.95% 1.10% 1.32% 1.53% 1.54% 1.45% 1.38% 1.30% 0.97% 0.51% 0.20%
Eff. sales rate (303) 2.24% 2.08% 1.90% 1.73% 1.58% 1.53% 1.47% 1.38% 1.03% 0.48% 0.24% Total Rev
Bracket revenue 3533 7740 12539 32979 41172 30147 26581 8729 9281 1682 781 $175,164
NOTES: Alaskans Pay
Income (lower) — > Lower limit of income bracket Sales $162,902
Average AGI -....... > Average Adjusted Gross Income (AGI) within bracket Fair $131,373
Income (upper) — > Upper limit of income biacket Savings $31,529
Base bracket rate Base tax rate on income within bracket limits (base rate X base mult factor = brae<et rate)
No. of returns/bracket Total tax returns with AGI falling within bracket
Eff rate (bracket max) Effective tax rate for a taxpayer whose AGI is at the upper limit of the bracket
Bracket rate Tax rate for all income within bracket (note that all taxpayers with income in a bracket pay the same rate for the income in that bracket)
Bracket amount max Maximum amount of tax for income within bracket
Cum amount max Total tax owed if AGI = upper limit of bracket
Cum amount ave AGI Total tax owed if AGI = average for bracket
Eff rate @ ave AGI Effective tax rate for a taxpayer whose AGI is average for the bracket
Eff. sales rate (303) Average sales tax paid expressed as a percentage of AGI (3% sales tax from HB 303)
Bracket revenue Total revenue from returns with AGI within bracket
Total Rev Total revenue from all brackets 4/22/2002
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AK FAIR TAX (amounts in thousands) Base mult 1.35
Income (lower) — > 0.000 10.000 20.000 30.000 50.000 75.000 100.000 150.000 200.000 500.000 1000.000
Average AGI-------> 4.038 14.851 24.791 39.366 61.393 85.964 118.484 170.766 283.772 675.418 1982.316
Income (upper) —  > 10.000 20.000 30.000 50.000 75.000 100.000 150.000 200.000 500.000 1000.000 over
Base bracket rate 1.00% 1.50% 2.00% 2.00% 1.30% 1.30% 1.25% 1.10% 0.30% 0.05% 0.04%
No. of returns/bracket 92,598 47,406 38,368 54,758 43,651 24,213 16,249 3,925 3,356 486 196
Eff rate (bracket max) 1.35% 1.69% 2.03% 2.30% 2.12% 2.03% 1.91% 1.81% 0.97% 0.52%
Bracket rate 1.35% 2.03% 2.70% 2.70% .1.76% 1.76% 1.69% 1.49% 0.41% 0.07% 0.05%
Bracket amount max 0.135 0.203 0.270 0.540 0.439 0.439 0.844 0.743 1.215 0.338
Cum amount max 0.135 0.338 0.608 1.148 1.586 2.025 2.869 3.611 4.826 5.164
Cum amount ave AGI 0.055 0.233 0.467 0.860 1.347 1.779 2.337 3.177 3.951 4.945 5.694
Eff rate @ ave AGI 1.35% 1.57% 1.88% 2.19% 2.19% 2.07% 1.97% 1.86% 1.39% 0.73% 0.29%
Eff. sales rate (303) 2.24% 2.08% 1.90% 1.73% 1.58% 1.53% 1.47% 1.38% 1.03% 0.48% 0.24% Total Rev
Bracket revenue 5048 11057 17912 47113 58817 43067J 37973 12470 13258 2403 1116 $250,234
NOTES: Alaskans Pay
Income (lower)----> Lower limit of income bracket Sales $232,717
Average AGI-------> Average Adjusted Gross Income (AGI) within bracket Fair $187,675
Income (upper) —  > Upper limit of income bracket Savings $45,042
Base bracket rate Base tax rate on income within bracket limits (base rate X base mult factor = brae<et rate)
No. of returns/bracket Total tax returns with AGI falling within bracket
Eff rate (bracket max) Effective tax rate for a taxpayer whose AGI is at the upper limit of the bracket
Bracket rate Tax rate for all income within bracket (note that all taxpayers with income in a bracket pay the same rate for the income in that bracket)
Bracket amount max Maximum amount of tax for income within bracket
Cum amount max Total tax owed if AGI = upper limit of bracket
Cum amount ave AGI Total tax owed if AGI = average for bracket
Eff rate @ ave AGI Effective tax rate for a taxpayer whose AGI is average for the bracket
Eff. sales rate (303) Average sales tax paid expressed as a percentage of AGI (3% sales tax from HB 303)
Bracket revenue Total revenue from returns with AGI within bracket
Total Rev Total revenue from all brackets 4/22/2002



How the Alaska Fair Tax Works
The Alaska Fair Tax is a broad-based revenue measure to help f ix  the fiscal gap and to 
preserve healthy Permanent Fund dividends far into the future. It combines the best features 
o f sales and income taxes and, as part o f  an overall fiscal plan, would help protect the 
Permanent Fund and Budget Reserve Fund fo r another generation o f Alaskans.

L ike  a sales tax . . .
everyone pays something; and
the amount is sim ilar to what individuals would pay under a sales tax.

L ike  an income tax . . .
i t ’ s deductible on many federal tax returns (you can’ t deduct sales taxes); 
i t  doesn’t interfere w ith  existing sales taxes in  97 communities; and 
workers who earn money in Alaska but live Outside would pay.

M ost tax returns w ill be simple enough to f i t  on a single piece o f paper and only take a minute 
to f i l l  out. Y ou ’ l l  just copy L ine 33 from  your federal tax return (adjusted gross income) and 
then look up the amount on the state tax table. Adjusted gross income is a ll income minus 
IR A  contributions, alimony, student loan interest and a few other items. The tax would be 
withheld from  wages.

The amount the Alaska Fair Tax would raise statewide would depend on how much is in  the 
Constitutional Budget Reserve. I f  state revenues improve through higher o il prices or new 
development such as the natural gas pipeline and re fill the Budget Reserve Fund, the Alaska 
Fair Tax rate would go down so the state doesn’ t collect any more money than is needed fo r 
essential pub lic services and an adequate reserve.

Here’s how much you would pay i f  the tax were set to raise $250 m illion  a year:

I f  your adjusted Your tax* Your effective
gross income is: would be: tax rate would be:

$4,000 $55 1.35%
$25,000 $467 1.88%
$40,000 $860 2.19%
$65,000 $1,412 2.17%

$100,000 $2,025 2.02%
$150,000 $2,869 1.91%
$285,000 $3,951 1.39%
$675,000 $4,965 0.73%

* I f  you itemize on your federal taxes, this amount would be deductible.

The Alaska Fair Tax calculates income taxes to approximately equal the amount individuals 
would pay under a moderate sales tax. But, unlike a sales tax, the income tax would be 
deductible on the federal tax returns fo r many Alaskans. U n like  a sale: tax, the variable rate 
schedule o f the Alaska Fair Tax would not impose an unduly heavy burden on low-income 
Alaskans. And, unlike a traditional income tax, it  would not penalize the success o f higher- 
income Alaskans.

R e p r e s e n t a t iv e  J o h n  D a v i e s ,  4 / 2 7 / 0 2

l l o w  *|V



T h e  A l a s k a  F a i r  T a x
Representative John D a v ies  

A pril 22, 2 0 0 2

The A la sk a  Fair T ax is based on adjusted gross incom e (A G I) and 
d esign ed  to raise from  individual taxpayers approxim ately what 
they w o u ld  have paid i f  a sales tax had b een  enacted. It is a “sales  
tax” that is  paid o n ce  a year, does not im pact m unicipal sales taxes  
and w h ich  can be deducted from  federal taxable incom e. The  
A laska Fair Tax, therefore, is least disruptive o f  the econom y  
b ecau se it does not upset the local balance o f  taxation and causes  
the lo w e st  lo ss o f  job s. It is fair because everyone pays it, 
includ ing  those w h o live O utside, everyon e pays the sam e tax on  
each bracket o f  incom e, success is not punished, and som e  
allow an ce is m ade for those in  the lo w est in com e brackets. The  
A laska  Fair Tax reflects the responsibility that everyone has to 
help support our system  o f  governm ent, regardless o f  incom e lev e l 
or spending habits. Coupled w ith fair use o f  h a lf the earnings from  
the Perm anent Fund, it can substantially fill the fisca l gap. The  
A laska  Fair Tax is  offered unabashedly as a com prom ise to help  
break the stalem ate in w hich w e find the debate on how  to balance  
the budget.



FISCAL NOTE
S T A T E  O F  A L A S K A
2 0 0 2  L E G I S L A T I V E  S E S S I O N

Dept. Affected:

F is c a l  N o t e  N u m b e r :
B ill  V e r s io n :
() P u b l is h  D a t e :

2 d  C S H B 3 0 3 ( R L S )

Revenue
Title: Individual Income Tax BRU: Revenue Operations

Component: Tax Division
Sponsor: Representative Whitaker
Requester: House Component Number: 2476

E x p e n d i tu r e s /R e v e n u e s (Thousands o f D ollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 2,188.1 3,743.0 4,356.7 4,331.2 4,331.2 4,331.2
Travel 81.5 57.5 55.4 44.0 44.0 44.0
Contractual 1,620.4 1,519.4 1,549.8 1,599.7 1,599.7 1,599.7
Supplies 49.0 77.4 91.5 92.0 92.0 92.0
Equipment 426.0 592.0 96.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 4,365.0 5,980.3 6,149.4 6,066.9 6,066.9 6,066.9

CAPITAL EXPENDITURES 4,608.5 1,302.5 421.2

CHANGE IN REVENUES (increase) | 110,000.0 250,000.0 250,000.0 250,000.0 250,000.0 250,000.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 8,973.5 7,282.8 6,570.6 6,066.9 6,066.9 6,066.9
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type)

TOTAL 8,973.5 7,282.8 6,570.6 6,066.9 6,066.9 6,066.9

E stim ate of any  c u rre n t y ear (FY2002) co s t: 0.0
C heck th is box (X) if funding for th is  bill is included in the  G overnor's FY 2002 b u d g e t p ro p o sa l: 

POSITIONS ________________
Full-time 42 62 74 74 74 74
Part-time 5 5 5
Temporary 54 54 54 54 54

ANALYSIS: (Attach a separate page if necessary)

See attached page

Prepared by: 
Division

A p p r o v e d  b y :
A g e n c y

Larry Persily, Deputy Commissioner Phone 465-5469
Department of Revenue

Larry Persily, Deputy Commissioner

Date/Time 5/3/2002 2 p.m. 

Date 05/03/2002
D e p a r t m e n t  o f  R e v e n u e

For  distribution information, call the Governor's Legislative Office
P a g e  1  o f  3 ___



P a g e  2  o f  3

OVERVIEW
This legislation would put into statute a personal income tax, which Alaskans last paid in 
1979. The tax structure in this legislation, however, is one-third the level of the 1979 tax. 
If imposed today, the 1979 tax would produce about $750 million a year in revenue. This 
legislation’s tax rates will produce an estimated $250 million a year in revenue.

This legislation would base the new income tax on an individual’s Adjusted Gross 
Income, Line 33 from the 2001 federal tax return. Adjusted Gross Income is all income 
minus certain items, including IRA contributions, alimony and student loan interest.

The legislation includes two different “triggers” that would set into place a lower tax rate 
schedule for any year in which the Constitutional Budget Reserve Fund exceeds $2 
billion or $3 billion as of September 30 of the previous year.

REVENUE ESTIMA TE
Based on the starting tax rate schedule specified in the legislation, the Department of 
Revenue estimates the personal income tax would generate about $250 million in 
revenue for its first full fiscal year (Fiscal 2004).

Because the tax would start on Jan. 1, 2003, in the middle of Fiscal 2003, and because 
the state would not receive by June 30, 2003 all of the taxes withheld from wages and all 
of the estimated tax payments due from self-employed workers, we estimate the 
legislation will produce about $110 million in revenue for the last half of Fiscal 2003.

The department’s revenue estimates do not include any of the following variables:
(1) federal tax changes that could affect the definition of Adjusted Gross Income,
(2) any growth of real income or population in Alaska, (3) tax avoidance or evasion, 
and (4) changes in the structure of the Alaska economy.

COSTS OF OPERATION
The department based its estimate for setting up and running a personal income tax on 
the following assumptions:
• A program capable of providing quality service to ihe public, with timely response to 

phone calls, emails and letters; prompt processing of returns and refunds; adequate 
staff resources devoted to helping employers with the withholding requirements; and a 
comprehensive web-based system for distributing forms and information.

• A data processing center and three other offices to serve Alaska’s population centers.
• Allowing electronic payments of taxes and electronic filing of tax returns.
• Electronic imaging of tax returns to reduce paperwork handling and storage needs.

2 d  C S H B 3 0 3 ( R L S )

D e p a r t m e n t  o f  R e v e n u e



The fiscal note estimate also assumes that either or both the Permanent Fund Dividend 
Division in Juneau and the Alcoholic Beverage Control Board in Anchorage may need to 
be relocated to other offices to accommodate the new personal income tax section within 
the department’s Tax Division. These moves would allow the income tax section to be 
located in and use the premises, equipment and staff of the Tax Division, which would be 
a more efficient use of staff rather than locate the two sections in separate offices.

The one-time cost of relocating the Dividend Division and the ABC Board is estimated at 
approximately $325,000, which is reflected in the Fiscal Year 2003 capital budget request 
for this legislation.

Any increase in annual operating costs for the Dividend Division and/or the ABC Board 
would depend on the lease costs for new office space, and would be addressed, if 
necessary, in a supplemental Fiscal 2003 budget request next session.

P a g e  3  o f  3

2 d  C S H B 3 0 3 ( R L S )
D e p a r t m e n t  o f  R e v e n u e





W O R K  D R A F T W O R K  D R A F T W O R K  D R A F T

22-LS1209\O
Ford

4/30/02

SE N A TE CS FO R CS FO R  H O U SE B IL L  N O . 305( )

IN  THE LEG ISLATURE OF THE STATE OF A L A S K A  

TW ENTY-SECOND LE G ISLA TU R E - SECOND SESSION

B Y

O ffe re d :
R e fe rre d :

S ponsor(s): R E P R E S E N T A T IV E S  M U R K O W S K I,  H A R R IS , M U L D E R , J A M E S , H u dso n , G reen , Guess, 
D yson, F os te r

A  B IL L

FO R  A N  A C T  E N T IT L E D  

"A n  A c t p ro h ib it in g  certain state em ploym ent, a student loan, o r a perm anent fund  

d iv idend  fo r  a person who fa ils to reg ister fo r  the m ili ta ry  selective service; and 

p ro v id in g  fo r  an effective date."

BE  IT  E N A C T E D  B Y  T H E  L E G IS L A T U R E  OF T H E  S T A T E  O F A L A S K A :

* Section 1. AS 14.43.125(a) is amended to read:

(a) A  person is eligible fo r a loan i f  the person 

(1) is

(A) enrolled as a fu ll-tim e  student in  a career education, 

associate, baccalaureate, or graduate degree program;

(B) enrolled as a half-tim e student in  a career education, 

associate, baccalaureate, or graduate degree program

(i) in  the state; or

( ii)  out o f  the state and is physica lly present in this state 

while attending that program; or

- 1 -  S C S  C S H B  3 0 5 (  )
New Text Underlined [DELETED TEXT BRACKETED]



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

21

2 2

23

24

25

26

27

28

29

30

31

W O R K  D R A F T W O R K  D R A F T 2 2 - L S 1 2 0 9 \ O

(C) a graduate o f  a high school or the equivalent, or scheduled 

fo r graduation from a high school w ith in  six months, who, at the time o f  loan 

disbursement, w ill be enrolled in  compliance w ith  (A ) or (B ) o f  this paragraph;

(2) is not delinquent and has never been in default on a loan previously 

awarded by the commission;

(3) is a resident o f  the state at the tim e o f  application fo r the loan; for 

purposes o f  this section, a person qualifies as a resident o f  the state i f  at the tim e o f 

application for the loan the person

(A) has been physically present in  the state fo r at least one year 

immediately before the time o f  application for the loan w ith  the intent to 

remain indefinitely;

(B) is dependent on a parent or guardian fo r care, the parent or 

guardian has been present in the state fo r at least one year immediately before 

the time o f application fo r the loan w ith  the intent to remain indefinite ly, and 

the person has been present in the state for at least one year o f  the immediately 

preceding five years except that the commission may by a two-thirds vote, 

acting upon a written appeal by the person, grant an exemption to the 

requirement that the person has been present in the state fo r one year o f  the 

immediately preceding five years;

(C) has been physically present in  the state fo r at least one year 

immediately before the applicant was absent from  the state, the person intends 

to return permanently to the state, and the absence is due solely to

(i) serving an in itia l period o f  up to three years on 

active duty as a member o f the armed forces o f  the United States;

( ii)  serving for up to three years as a fu ll-tim e volunteer 

under the Peace Corps Act;

( ii i)  serving for up to tliree years as a fu ll-tim e volunteer 

under the Domestic Volunteer Service A ct o f  1973;

(iv ) required medical care fo r the applicant or the 

applicant's immediate fam ily;

(v) being a person who otherwise qualifies as a resident

S C S  C S H B  3 0 5 (  )  - 2 -
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and is accompanying a spouse who qualifies as a resident under (i) - 

(iv) o f  this paragraph;

(v i) an absence allowed under (D )(i) - (iv ) o f  this

paragraph; or

(D) is a dependent o f  a parent or guardian who has been 

physically present in  the state fo r at least one year immediately before the 

parent or guardian was absent from  the state, the parent or guardian intends to 

return permanently to the state, and the absence is due solely to

(i) participating in  a foreign exchange student program 

recognized by the commission;

( ii)  attending a school as a fu ll-tim e student;

( iii)  fu ll-tim e employment by the state;

(iv) being a member o f  or employed fu ll-tim e by the 

state's congressional delegation;

(v) being a person who otherwise qualifies as a resident 

and is accompanying a spouse who qualifies as a resident under (i) -

(iv ) o f  this paragraph;

(4) does not have a past due ch ild  support obligation established by 

coun order or by the child support enforcement d ivis ion under AS 25.27.160 -

25.27.220 at the time o f application or loan disbursement;

(5) has not, w ith in  the previous five years, had a loan discharged or 

w ritten o f f  by the commission fo r any reason;

(6) does not have a status, at the tim e o f  the application fo r a loan or 

disbursement o f  loan funds, that would prevent the person from  repaying the loan as it 

becomes due;

(7) has not w ith in  the previous seven years defaulted on another loan, 

made to the person by a lending entity unless the person can show good faith efforts to 

repay the loan and. extraordinary circumstances that led to the default; [A N D ]

(8) does not have a credit history, at the time o f  application for a loan, 

that demonstrates chronic in ab ility  or unwillingness to pay an extension o f  credit or 

loan as it  becomes due; and

- 3 -  S C S  C S H B  3 0 5 (  )
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(9) has complied w ith  the m ilita ry  selective service reg is tra tion

W O R K  D R A F T  W O R K  D R A F T  2 2 - L S  1 2 0 9 \ O

requirem ents iiw o s e d  under 50 U.S.C. A dd . 453 (M ilita ry  Selective Service A c t), 

i f  those requirem ents were applicable to the person.

*  Sec. 2. AS 14.43.172(c) is amended to read:

(c) In addition to the provisions o f (a) o f  this section, a borrower is e lig ib le fo r 

a loan under AS 14.43.170- 14.43.175 i f  the borrower

(1) is not delinquent on and has never been in default on a loan 

previously awarded by the commission;

(2) at the time o f application or loan disbursement does not have a past 

due child support obligation established by court order or by the child support 

enforcement division under AS 25.27.160 - 25.27.220;

(3) has not, w ith in  the previous five  years, had a loan discharged or 

written o f f  by the commission for any reason;

(4) does not have a status, at the tim e o f  application fo r a loan or 

disbursement o f  loan money, that would prevent the borrower from  repaying the loan 

as i t  becomes due;

(5) has not w ith in  the previous five  years defaulted on another loan 

made to the borrower by a lending entity unless the borrower can show good faith 

efforts to repay the loan and extraordinary circumstances that led to the default; 

[A N D ]

(6) does not have a credit history, at the time o f  application for a loan, 

that demonstrates chronic inab ility  or unwillingness to pay an extension o f  credit or 

loan as it  becomes due: and

(71 has complied w ith  the m ilita ry  selective service reg istra tion 

requirem ents imposed under 50 U.S.C A nn. 453 (M ili ta ry  Selective Service A ct), 

i f  those requirem ents were app licable to the person.

*  Sec. 3. AS 14.43.750(a) is amended to read:

(a) A  person may apply for and obtain a fam ily  education loan on behalf o f  a 

fam ily  member i f

(1) the borrower

(A ) is a resident o f  the state at the tim e o f  application for the

S C S  C S H B  3 0 5 (  )  -4 -
New Text Underlined [DELETED TEXT BRACKETED]



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

21

2 2

23

24

25

26

27

28

29

30

31

W O R K  D R A F T W O R K  D R A F T 2 2 - L S 1 2 0 9 \ O

loan; for purposes o f this paragraph, a borrower qualifies as a resident o f  the 

state i f  the borrower has been physically present in the state fo r at least one 

year immediately before the time o f  application fo r the loan w ith  the intent to 

remain indefinite ly or, i f  not physically present in  the state, the borrower has 

not declared or established residency in  another state, intends to return 

permanently to the state, and the absence meets the requirements imposed 

under AS 14.43.125(a)(3)(C)(i) - (v i);

(B) satisfies the requirements o f  AS 14.43.125(alf61 - (9) 

[AS 14.43.125(a)(6)- (8 ) ] ;

(2) the fam ily member

(A ) is enrolled as a fu ll-tim e student in  a career education, 

associate, baccalaureate, or graduate degree program; or

(B) is a graduate o f  a high school or the equivalent, or 

scheduled for graduation from  a high schoc 1 w ith in  six months, who, at the 

time o f loan disbursement, w il l be enrolled in compliance w ith  (A) o f  this 

paragraph; and

(3) neither the borrower nor the fam ily  member

(A ) is delinquent or has ever been in  default on a loan 

previously awarded by the commission;

(B) is past due on a child support obligation established by 

court order or by the child support enforcement division under AS 25.27.160 -

25.27.220 at the time o f  application or loan disbursement;

(C) has, w ith in  the previous five years, had a loan discharged 

or w ritten o f f  by the commission for any reason.

* Sec. 4. AS 39.25.160 is amended by adding a new subsection to read:

(k) A  person may not be employed in the classified, partia lly exempt, or 

exempt service unless the person has complied w ith  the m ilita ry selective service 

registration requirements imposed under 50 U.S.C. App. 453 (M ilita ry  Selective 

Service A ct), i f  those requirements were applicable to the person. Notwithstanding 

AS 39.25.110, this subsection applies to employees in  the exempt service except

(1) a justice, a judge, or a magistrate;

- 5 -  S C S  C S H B  3 0 5 (  )
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(2) the governor or the lieutenant governor;

(3) a member o f  the legislature;

(4) a person appointed under art. I l l ,  sec. 25, or art. I l l ,  sec. 26, 

Constitution o f the State o f Alaska.

*  Sec. 5. AS 43.23.005(a) is amended to read:

(a) A n  ind iv idual is e lig ib le to receive one permanent fund dividend each year 

in an amount to be determined under AS 43.23.025 i f  the individual

(1) applies to the department;

(2) is a state resident on the date o f  application;

(3) was a state resident during the entire qua lify ing year;

(4) has been physically present in  the state for at least 72 consecutive 

hours at some time during the p rio r tw o years before the current dividend year;

(5) is

(A ) a citizen o f  the United States;

(B ) an alien law fu lly  admitted fo r permanent residence in the

United States;

(C) an alien w ith  refugee status under federal law ; or

(D ) an alien that has been granted asylum under federal law;

[A N D ]

(6) was, at all times during the qua lify ing  year, physically present in 

the state or, i f  absent, was absent only as allowed in  AS 43.23.008; and

(7) was in com pliance d u rin g  the q u a lify in g  v f  a r w ith  the m ilita ry  

selective service reg is tra tion  requirem ents imposed under 50 U.S.C. A pp . 453 

(M ilita ry  Selective Service A ct), i f  those requ irem ents were app licab le  to the 

in d iv id u a l.

* Sec. 6. The uncodified law o f the State o f  Alaska is amended by adding a new section to 

read:

A P P L IC A B IL IT Y . This A c t applies to a person who seeks employment w ith  the 

state, applies for an education loan, supplemental education loan, or fam ily  education loan 

under AS 14.43, or applies fo r a permanent fund dividend under AS 43.23 on or after the 

effective date o f the appropriate corresponding section o f  this Act.

S C S  C S H B  3 0 5 (  )  - 6 -
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0

1 * Sec. 7. Sections 1 - 3 and 6 o f  this Act take effect July 1, 2003.

* Sec. 8. Except as provided in sec. 7 o f this Act, this A ct takes effect January 1, 2004.

L
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A l a s k a  S t a t e  L e g i s l a t u r e

S e n .A lan  A uste rrnan , A lte rn a te

Sen. B e ttye  D a v is  
Sen. L o re n  Lem an 
Sen. R a nd y  P h illip s

Sen. Gnry Wilken, Co-Chair Rep. Eldon Mulder, Co-Chair
R ep. J eannette J ames 

Rep. John H a rr is  
R ep. R egg ie  Jou le  

Rep. L isa  M u rk o w s k i 
R ep. B i l l  H udson , A lte rn a te

P u b lic  M e m b e rs : Jake  L e s te n k o f • John H o y t  •  G eo rg e  V a k a lis  •  D e an  O w e n  • F ra n k  L o v e  • C h a rle s  W a lla ce

J o i n t  A r m e d  S e r v i c e s  C o m m i t t e e

January 17, 2002

Representative Lisa Murkowski 
Special Committee on Military and Veterans' Affairs 
Alaska State Legislature 
Juneau, Alaska 99801

Dear Representative Murkowski:

At the November 15, 2001 meeting of the Joint Armed Services 
Committee, we received an informative briefing from Charles Smith, State 
Director of the Selective Service System for Alaska.

As you are aware, at that meeting Senator Randy Phillips moved that 
our committee request legislation be put forward requiring receipt of state 
benefits including the Permanent Fund be tied to Selective Service 
registration. Following lengthy discussion, the motion carried unanimously. 
We are pleased to lend our support to this worthwhile legislation.

Co-Chairman

716 W 4th Avenue, Suite 380 • Anchorage, Alaska 99501 • Phone (907) 269-0220 • Fax (907) 269-0221 
State Capitol, Room 101 • Juneau, Alaska 99801 • Phone (907) 465-3865 • Fax (907) 465-3950 Cell: 907 360-6655
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/ v r y  ' " I l t *  ^
y z z z p 'O *  / ( j ~s  y  -----------

' s p r ^ ,  j~ l  £ p  k3  yp  iT p r r > r c ^ r ? ^ 7  W c T f j r - 

i 'r r ? n > y  — ^  - - y y ^ "go /

■ ^  ^  ^  ^ f J Z T ^ 7 T t i r r ^ ^ p f ~ ~ ' ^ , r r * r r F T o n j  » y ~

j y y y y v - j  / ^ '^ 7  " > c ? W l\f T 3 7 ]7 V m̂ / ^ iy 7 n W J ^  " 4' 3 T , V q 7 “

x j ^ T ? 1̂  — u j~ 5 ~ r r ^ ? j^ ^ — T p ^ 7 w n ~ -

5 ^ 7 7 9 = ^ — ^ 7 ^ - 5 )  ( y r - f T V j  x * T V f — ' F T v T 'C / p

y *

■“Tv7 s jr r p — ^ 7  n v v t **T v *pff - '*~ **?r v -2 '

y V ^ U T ^ r  {7— ^ 7  7 7 E T — ^  y - ^ j r p q j ^ x g / — T F K J T T r r i ^ j -

J Z  w o i r v s d  3 ^ 2 — y r p w r — 3 7 — - < - i ? p r

7 ^ S r v ^ z y  ( ™ F f *  p p c % -  = n  i f -  i T l ^ r r t s r r j r

~ rj~ "  i v 'o X X  y 'E W .  y ^ 7 T T ^ ? ^ ^ p - T z a - ^ r r ^ ---------^ r r r ^ f

- j r v / ^ i  W 7 Z 7 ?

y / r T p ^ j ^ n f ^ - - J f r ^ f  ^  • j ' A y p ?— - ^ r g r  “

'"& ? M -& "t< £  y p T z z t y v r 7 ^ 7  ■? ( V / p ^ n r j p > z r p  7TT% r~

r /  r u ^ r ^ / /  y —<? ja z r ^ r r r z : --------- :"

T r y ^ p f V f ^ o y f ' ^  v y ? ? v F 7 q / i  z ^ c r

 ^ ~ n r r ^ j -  ~ y ^  h l ^ -  v ^ v r f  

T j r s ^ ^ r - y r r y ^ ^ T ^ — T / r z r v ^  f r r ^ r & j r T r ^

   jw y p r p - r ^ — p - ' r - s r v v p

y w p ^ v p & i / ^ - * y y  * ̂ v - l  5

 >v  j n  v / » ■ y ? / / f ^ r ^  • '■s j r r ^ j  - r ? j .

!■!■ 11 III I <>11 1 1 1 II



0 1 /2 5 /2 0 0 2  1 9 :1 7  9 0 7 -7 9 0 1 9 5 7  CHARLES SMITH PAGE 04

 --------------------------------------= ^ t ~ = ---------------------------------------------

y T C r w g  - y  T F r ^ v ^ r

JW ~ f l P  " J K --------- v w ^ ' - ^ s j y  ' " ^ 7

X ~ ^ 7

' d i i ^ ^ ^ T g r - ' ^ i r a *  •*&  ' > 7 — — K r y f y ^ f

- ^ n t y z ;  ■ ’̂ 5 > £ i  v y ^ jr ~ j£ ~ * Y  ~ p '  ? t ^ - ~ t t f —



J A N  2 5  ' 0 2  0 1 :0 6 P M  B L f iT C H lE Y  M ID  S C H O O L P . 2 / 2

S 0  3 D V d

To: The Senate
From: LTC Victor Van Horn,

SSS Detachment Commander* Alaska Army National Guard 
Educator tor the Sitka School Borough 

Re; SSS Legislation

I am In full support of the legislation for the Selective Service System Bill. As on 
educator, I know what happens to students that don't register for the Selective 
Service. There are many reasons to help students register for the Selective 
Service: Federal financial aid, Federal employment (Includes Post Office), job 
training benefits, and some State jobs, They will violate the Federal law- even 
though the SSS hasn’t prosecuted anyone lately doe9 not mean we dcTt need 
the legislation. But by helping a student to registrar, we will keep him fi om 
violating Federal law and subject to $250,000 maximum fine, a prison' erm of up 
to five years, or a combination of both. It is hard enough to make It wltl tout 
putting another burden on these young kids. Our Jobs as citizens, educators, and 
legislators are to educate them to get registered with the SSS and help make 
sure they don't loose valuable benefits,

As the SSS Detachment Commander, I know we are limited to three National 
Guard officers to make sure all students registrar. These officers work for the 
SSS while on National Guard duty (part time) - which means we don’t have 
enough time to make sure registration is done throughout the entire state, w e 
have many other tasks to complete in order to be ready whan we do Incorporate 
a draft, it is not an easy task to got registrars in all thB high schools In Alaska- 
right now we are at 90% of the high schools have a registrar on their staff. We 
need 100% high school to have registrars In order to be effaotivB, along with the 
SSS legislation. Each person that does not registrar, Alaska looses many 
potential dollars for job training and Federal employment,

Registration with the SSS is not only a law but also a duty that every citizen 
should not take lightly. The protection of the US and the protection of our rights 
are important to all of us- because we must keep this country strong. Please help 
us make sure everyone does his part by registering with the Selective Service. 
We need to make sure all individuals that must registrar do registers with the 
SSS In order to make sure the draft Is fair and equitable for everyone.

Thank you for considering the SSS bill as a very Important legislation for the 
State of Alaska,

-  £ - / -
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SELECTIVE SERVICE SYSTEM
AEPORT NO. REGSTATS-4 DATE PREPARED 06/27/2001

REGISTRATION STATISTICS REPORTING SYSTEM

REGISTRATION STATISTICS 
FOR MEDIA RELEASE 

As Of 
April 30, 2001

CURRENT
YOB

PRIOR
YOB YOB YOB YOB YOB YOB YOB TOTAL

STATE 1983 1982 1981 1980 1979 1970 1977 1976 ALL YOB
:= = a>«Efc = = = = = 3l>B3SS3l<K!£ss?S05t:spaBSIti& =

AK 1,113 4,688 4,929 4,818 4,599 4,412 4,251 4,061 32,863
AZ 5,188 24,008 28,404 29,828 28,222 26,716 26,548 26,246 195,160
CA 35,185 171,761 202,806 207,281 200,782 192,782 194,120 194,862 1399579
CO 4,507 18,223 25,971 27,022 25,721 24,107 23,947 23,195 172,773
GU 143 863 1,113 1,186 1,189 1,205 1,101 1,099 7,899
HI 1,271 5,566 6,384 6,889 6,970 6,727 6,474 6,276 46,557
IA 5,158 20,009 21,364 22,353 21,818 20,790 20,841 19,657 151,990
ID 2,458 9,501 10,224 10,661 10,357 9,799 9,971 9,391 72,362
KS 4,415 17,466 19,279 19,485 18,839 17,474 17,680 17,100 131,738
MN 7,825 32,453 35,599 35.631 34,643 32,881 31,929 30,477 241,438
MO 0,380 32,905 36,309 38,169 37,432 35,655 35,613 33,775 258,238
MP 28 122 174 219 217 228 246 236 1,470
MT 1,556 6,544 7,083 7,149 7,076 6,824 6,881 6,500 49,613
ND 1,558 5,099 5,217 5,328 5,168 4,902 5,070 4,745 37,087
NE 3,186 11,995 12,781 13,376 12,513 12,015 12,070 11,53? 89,474
NM 2,600 11,309 12,791 13,200 12,504 12,464 12,339 12,0’’ '. 89,298
NV 1,892 8,727 10,062 10,257 9,873 9,163 8,900 8, j92 67,466
OK 4,234 22,937 24,978 25,916 25,254 23,906 24,348 23,944 175,517
OR 4,614 19,946 22,824 22,806 22,126 21,273 21,304 20,515 155,408
SD 1,561 5,756 6,169 6,360 6,063 5,693 5,689 5,567 42,858
UT 3,614 17,303 19,467 20,525 20,284 19,314 19,588 18,958 139,053
WA 7,873 34,374 38,818 39,641 38,494 36,144 36,082 35,150 266,576
WY 1,091 3,948 4,183 4,294 4,501 4,109 4,199 3,814 30,139
ns==at:==:ji:== qass = s7;aatt3s=;aaeis = = s ■ K = a:=aiBB=s^3M bcssai:a:saies=aaai::: = saBBS»S
TOTALS 109,530 485,495 556,929 572,394 554,645 528,603 529,191 517,769 3854556
a e c s s B S B s B a e s s s s a t i s s s K
NATIONWIDE STATISTICS

iK 2 t:sssa«c2sJ = =;3r«55ss=rc;a»es =  = s ra *s : = =  = ;^« K J 3 = != ;3 ® e a a « s *» a » e t:= r^a » B K  — =* =

ACTUAL ESTIMATED
REGISTRATIONS COMPLIANCE RATES

YOB 19S3 
YOB 1982
Draft Eligible (76-81) 
All YOB (76-83)

: n v s s s Q « e i B s = a a k : s s s a a f t r B 8

360,443
1,542,420

10,405,728
12,388,591

pas=cs3Btt( = 3 = a a sc  = = 5iiBar = = Biaess:=^ai

75.9%
73.6%
90,3%
87.4%
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T h e  S e le c tiv e  S e r v ic e  S y s te m  th e  r e g is tr a tio n  p r o g r a m  

fo r  A m e r ic a 's  y o u n g  m e n  p r o v id e  o u r  N a tio n  w ith :

America's only time-proven, inexpensive defense manpower insurance policy in  a 
s till dangerous and uncertain world, and a hedge against underestimating the num­
ber o f  soldiers needed to f ig h t in  a future crisis.

A  visible symbol o f  national resolve to America's potential adversaries.

A  lin k  between society-at-large and today's volunteer m ilitary, demonstrating that 
America's young men are responsibly standing ready to serve should a national 
crisis demand it.

A  proven, t i me-tested method o f  conducting a m ilita ry  draft in a crisis that would, 
from  the outset, be the most fa ir and equitable draft in  our nation's history.

A  small and effic ient government agency, operating at a m inimum  essential bud­
get level. Recent budgets have been consistently less than the Fiscal Year 1985 
budget o f  $27.4 m illion.

A  system that can conduct a sk ill specific draft, should the m ilita ry  fin d  itse lf short 
o f  personnel w ith  critical skills  in  a national emergency (i.e., medical personnel).

Maintenance o f  a low cost infrastructure, existing in  a variety o f  forms since 1917, to 
provide America w ith the ab ility  to plan and operate an emergency conscription program.



A la s k a  St a t e  L e g is l a t u r e

Chair:
L a b o r  a n d  C o m m e r c e  

Member:
M il ita r y  a n d  V et er a n s  A ffa ir s  
C o m m u n it y  a n d  R e g io n a l  A ffa irs  
L e g is l a t iv e  C o u n c il  
Jo in t  A r m e d  S erv ic es R e p r e s e n t a t iv e  l is a  M u r k o w s k i

Government H ill • E lm endorf • East Anchorage

Session: 
A la sk 'a  S t a t e  C a p i t o l  

J u n e a u , A K  99801-1182 
P h o n e :  (907) 465-3783 

Fax : (907) 465-2293 
Reprcsenrative_ljsa_Murko\vski(‘?legis.statc.ak.us

Interim: 
716 W e st  4t h  Av e n u e  

A n c h o r a g e , A K  99501-2133 
PHONE: (907) 269-0174 

Fax : (907) 269-0177

Sponsor S ta tem ent

H B  305

“An A ct p ro h ib itin g  certa in  sta te  em ploym ent, a s tu d en t loan , 
or a p e rm an en t fun d  d iv idend for a p e rso n  w ho fails to  reg is te r 
for the  m ilitary selective service; and  p rov id ing  for an  affective 

da te .”

In  a n  e f f o r t  to  e n c o u r a g e  m ilita ry  s e le c t iv e  se rv ic e  r e g is t r a t io n  fo r  a ll e lig ib le  p e r s o n s ,  I  h a v e  
in t r o d u c e d  H B  3 0 5 . T h e  in t e n t  o f  th is  le g is la tio n  is  to  e n s u r e  th a t  A la s k a n s  a rc  
k n o w le d g e a b le  a b o u t  th e  m ilita ry  s e le c tiv e  s e n d e e  r e g is tr a t io n  s y s te m  a n d  w ill r e g is te r  
p r o m p tly .  T h is  is  p a r t ic u la r ly  tim e ly  in  v ie w  o f  th e  a t ta c k  o n  2 \m e r ic a  o n  S e p te m b e r  l l lha n d  
d ie  r e s u rg e n c e  o f  p a t r io t is m  a n d  s e n d e e  to  p r o t e c t  o u r  f r e e d o m  a n d  w a y  o f  life  in  o u r  
c o u n try .

H B  3 0 5  re q u ire s  a n y  U n i te d  S ta te s  m a le  c i t iz e n  w h o  is  b e tw e e n  th e  a g e s  o f  18  a n d  2 6  to  
c o m p ly  w ith  th e  fe d e ra l  s e le c tiv e  s e n d e e  r e g is tr a t io n  r e q u ir e m e n ts ,  i f  a p p lic a b le ,  w h e n  
a p p ly in g  to  re c e iv e :

•  C e r ta in  s ta te  e m p lo y m e n t
•  A n  A la sk a  s tu d e n t  lo a n
•  A  p e r m a n e n t  f u n d  d iv id e n d

F a ilu re  to  tim e ly  r e g is te r  w id i in  3 0  d a y s  o f  tu r n in g  18 w ill r e s u l t  in  in e lig ib ility  fo r  d ie  a b o v e  
s ta te  b e n e f i ts .  F e d e ra l  la w  a lre a d y  re q u ire s  m ilita ry  s e le c tiv e  s e rv ic e  r e g is tr a t io n ,  w ith  
c o n s e q u e n c e s  f o r  n o t  re g is te r in g . A  m a le  U .S . c itiz e n , w h o  is 18 a n d  m e e ts  d ie  r e q u ir e m e n ts  
o f  5 0  U .S .C . A p p .  4 5 3  a n d  h a s  n o t  r e g is te re d  f o r  th e  s e le c t iv e  s e n d e e ,  is s u b je c t  to  a f in e  o f  
3 2 5 0 ,0 0 0  a n d  u p  to  five  y e a rs  in  p r is o n . R e g is tr a t io n  is a ls o  a  r e q u i r e m e n t  to  q u a lify  f o r  
fe d e ra l  s t u d e n t  a id , jo b  t r a in in g  b e n e f i ts  a n d  m o s t  fe d e ra l  e m p lo y m e n t .  T h e  U S  I m m ig r a t io n  
a n d  N a tu r a l iz a t io n  S e rv ic e  m a k e s  r e g is tr a t io n  w ith  d ie  s e le c t iv e  s e rv ic e  a c o n d i t io n  fo.~ U S  
c i t iz e n s h ip  i f  d ie  m a n  f ir s t  a r r iv e d  in  d ie  U .S . b e f o re  h is  2 6 th b ird id a y .  T w e n ty - e ig h t  o d i e r  
s ta te s  h a v e  o r  a re  c o n s id e r in g  le g is la tio n  w h ic h  a t ta c h e s  c o n d i t io n s  o f  s e rv ic e  f o r  e lig ib ility  
f o r  c e r ta in  p r o g r a m s  a n d  s ta te  b e n e f i ts .  W ith  th is  le g is la tio n , A la sk a  w ill jo in  d io s e  o th e r  
s ta te s  in  e n s u r in g  c o m p l ia n c e  w ith  th e  fe d e ra l r e g is t r a t io n  r e q u ir e m e n ts .



FISCAL NOTE

S T A T E  O F  A L A S K A
2 0 0 2  L E G I S L A T I V E  S E S S I O N

R ev is ion  D a te /T im e  (N o te  if  co rrec tion ): 
T itle  N o n com p liance

w ith  S e lec tive  S erv ice

F is c a l N o te  N u m b e r :
B ill V e r s io n :
() P u b l is h  D a t e :

Dept. A ffec ted :
; b r u

'C o m p o n e n t

C S H B 3 0 5 (S T A )(a m )

R evenue

R evenue O pe ra tions
P e rm a n e n t Fund D iv idend

S p o n so r
R e q u e s te r

Rep. M urkow sk i
S e n a te  S ta te  A ffa irs

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

C om po n e n t No. 

(Thousands of Dollars)
981

Note: A m o u n ts  d o  no t inc lude  in fla tion  un less o th e rw ise  noted below .
O P E R A T IN G  E X P E N D IT U R E S FY 2003 FY 2004 FY 2005 FY 2006 F Y  2007 FY 2008

P ersona l S e rv ices  
T rave l 

C on tra c tu a l 
S upp lies  
E q u ip m e n t 

Land & S tru c tu re s  

G ran ts  & C la im s 
M isce lla n eo u s

T O T A L  O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0
C A P IT A L  E X P E N D IT U R E S

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

F U N D  S O U R C E ________________________    (T housands  o f D o lla rs)

1002 F edera l R ece ip ts
1003 G F M atch
1004 G F

1005 G F /P ro g ra m  R ece ip ts  

1037 G F /M e n ta l H ea lth
O the r (Specify Type-D o  not abbreviate)

T O T A L 0.0 0.0 0.0 0.0 0.0 0.0
E s tim a te  o f  a n y  c u r re n t  y e a r  (F Y 2002 ) c o s t :  0.0
C h e c k  th is  b o x  (X ) i f  fu n d in g  fo r  th is  b i l l  is  in c lu d e d ' 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:  

P O S IT IO N S

F u ll-tim e
P art-tim e
T em pora ry

A N A L Y S IS : (Attach a separate page if necessary)
This bill amends the eligibility section of the Permanent Fund Dividend statutes by adding a section 
requiring that an individual who is required to register with the Selective Service System be in compliance 
during the qualifying year in order to be determined eligible for the dividend.
We do not expect this bill to have a fiscal effect on the operations of the Permanent Fund dividend 
program.
See P age  2 fo r fu rth e r d iscuss ion .

P repared  by: N anc i A. Jones______________________________________________________ P hone  4 6 5 -2 3 2 3
D iv is ion  P e rm a n e n t Fund D iv idend  D a te /T im e  4 /2 1 /0 2  3 :16  PM

A p p r o v e d  b y : Larry P e rs ily , D e p u t y  C o m m is s io n e r ______________________________  D a t e  4 /2 1/ 2 0 0 2
A g e n c y  D e p a r t m e n t  o f  R e v e n u e ___________________________________________

(Revised 9/2001 OMB) P a g e  1  o f  2

f i s c a l  a I oh ' *  bo R



CSHB305(STA)(am) 
Department of Revenue

Although the Dividend Division does not expect this legislation will have a significant 
fiscal effect on the operations of the dividend program, we do expect that it will increase 
the number of eligibility determinations that go into review and appeal each year. The 
Division expects a fair number of applicants will be denied each year for failure to 
register with Selective Service -- particularly in the first year of the new law. Young 
Alaska men in 1999 and 2000 averaged 86.5% compliance with Selective Service 
registration.

The legislation does allow, however, Alaskans who are determined ineligible for the 
dividend for failing to register with Selective Service to correct the deficiency and regain 
their eligibility for the dividend by registering with the Selective Service System within 30 
days of being notified of their lack of compliance.

We also expect that an unknown number of applicants will be initially denied each year 
because of failures in data matches between the Dividend Division's applicant 
information and computer tapes obtained from the Selective Service System. Although 
such errors (data entry, human error, hard-to-read hand-written applications) occur in 
any data match and can be corrected, some applicants will experience delays in 
receiving their dividend until they have cleared up any data errors in the matches.

The new eligibility rule of this legislation would be advertised in the January 2003 
application booklet, giving applicants a full year’s notice to register with the Selective 
Service System before the effective date of this bill on January 1, 2004.
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To: Senator Gene Therriault, Chair o f Senate State A ffa irs

From: Representative Lisa M urkowski J/ /

Date: March 25, 2002 »

Re: Hearing Request

Please schedule House B ill 305, the “ Selective Service Registration Awareness and 
Compliance A ct” , to be heard in the Senate Standing Committee o f State A ffa irs as soon 
as possible.

Included w ith the request is:
1) Latest version o f HB 305
2) Fiscal Note
3) Sponsor Statement
4) Letters o f Support
5) Informational Testimony

Thank you fo r your consideration.
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IN  TH E LE G ISLA TU R E OF TH E STATE OF A L A S K A  

TW EN TY-SECO ND LEG ISLA TU R E - SECOND SESSION

B Y  T H E  H O U S E  S T A T E  A F F A IR S  C O M M IT T E E

O ffe re d :
R e fe rred :

Sponsor(s): R E P R E S E N T A T IV E S  M U R K O W S K I,  H A R R IS , M U L D E R , J A M E S , H udson, G reen , Guess, 
D yson, F oste r

A  B IL L  

FO R A N  A C T  E N T IT L E D  

"A n  A c t p ro h ib it in g  certa in  state em ploym ent, a student loan, o r a perm anent fund  

d iv idend fo r a person w ho fails to register fo r the m ilita ry  selective service; and 

p ro v id in g  fo r  an effective date ."

BE IT  E N A C T E D  B Y  T H E  L E G IS L A T U R E  O F T H E  S T A TE  OF A L A S K A :

* Section 1. The uncodified law o f the State o f  Alaska is amended by adding a new section 

to read:

SHORT T ITLE . This A ct may be known as the Selective Service Registration 

Awareness and Compliance Act.

* Sec. 2. AS 14.43.125(a) is amended to read:

(a) A  person is eligible fo r a loan i f  the person

(1) is

(A ) enrolled as a fu ll-tim e student in  a career education, 

associate, baccalaureate, or graduate degree program;

(B) enrolled as a half-tim e student in  a career education,

CS FOR HOUSE B IL L  NO. 305(STA)
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associate, baccalaureate, or graduate degree program

(i) in  the state; or

( ii)  out o f  the state and is physically present in this state 

while attending that program; or

(C) a graduate o f  a high school or the equivalent, or scheduled 

for graduation from  a high school w ith in  six months, who, at the time o f  loan 

disbursement, w ill be enrolled in  compliance w ith  (A ) or (B ) o f  this paragraph;

(2) is not delinquent and has never been in  default on a loan previously 

awarded by the commission;

(3) is a resident o f the state at the time o f  application for the loan; for 

purposes o f  this section, a person qualifies as a resident o f  the state i f  at the tim e o f  

application for the loan the person

(A ) has been physica lly  present in  the state fo r at least one year 

immediately before the time o f  application for the loan w ith  the intent to 

remain indefinitely;

(B) is dependent on a parent or guardian for care, the parent or 

guardian has been present in  the state for at least one year immediately before 

the time o f application fo r the loan w ith  the intent to remain indefin ite ly, and 

the person has been present in  the state fo r at least one year o f  the im m ediately 

preceding five years except, that the commission may by a two-th irds vote, 

acting upon a w ritten appeal by the person, grant an exemption to the 

requirement that the person has been present in  the state fo r one year o f  the 

immediately preceding five  years;

(C) has been physica lly  present in  the state fo r at least one year 

immediately before the applicant was absent from  the state, the person intends 

to return permanently to the state, and the absence is due solely to

( i)  serving an in itia l period o f  up to three years on 

active duty as a member o f  the armed forces o f the United States;

( ii)  serving fo r up to three years as a fu ll-tim e  volunteer 

under the Peace Corps A c t;

( i i i )  serving fo r up to three years as a fu ll-tim e  volunteer

C S H B  3 0 5 ( S T A )  - 2 -
New Text Underlined [DELETED TEXT BRACKETED]



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

2 0

21

2 2

23

24

25

26

27

28

29

30

31

under the Domestic Volunteer Service A ct o f  1973;

(iv ) required medical care for the applicant or the 

applicant's immediate fam ily;

(v) being a person who otherwise qualifies as a resident 

and is accompanying a spouse who qualifies as a resident under (i) - 

( iv ) o f  this paragraph;

(v i) an absence allowed under (D )(i) - ( iv ) o f  this

paragraph; or

(D ) is a dependent o f  a parent or guardian who has been 

physically present in the state for at least one year immediately before the 

parent or guardian was absent from the state, the parent or guardian intends to 

return permanently to the state, and the absence is due solely to

(i) participating in a foreign exchange student program 

recognized by the commission;

( ii)  attending a school as a fu ll-tim e student;

( ii i)  fu ll-tim e employment by the state;

( iv ) being a member o f  or employed fu ll-tim e by the 

state's congressional delegation;

(v) being a person who otherwise qualifies as a resident 

and is accompanying a spouse who qualifies as a resident under (i) -

(iv ) o f  this paragraph;

(4) does not have a past due child support obligation established by 

court order or by the ch ild  support enforcement d ivis ion under AS 25.27.160 -

25.27.220 at the time o f  application or loan disbursement;

(5) has not, w ith in  the previous five years, had a loan discharged or 

written o f f  by the commission fo r any reason;

(6) does not have a status, at the tim e o f the application for a loan or 

disbursement o f loan funds, that w ould  prevent the person from  repaying the loan as it  

becomes due;

(7) has not w ith in  the previous seven years defaulted on another loan 

made to the person by a lending entity unless the person can show good fa ith efforts to

- 3 -  C S H B  3 0 5 ( S T A )
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repay the loan and extraordinary circumstances that led to the default; [A N D ]

(8) does not have a credit history, at the time o f application for a loan, 

that demonstrates chronic inab ility  or unw illingness to pay an extension o f  credit or 

loan as it  becomes due; and

(9) has com plied w ith  the m ilita ry  selective service reg is tra tion
I

requirem ents imposed under 50 U.S.C. A nn . 453 (M ili ta ry  Selective Service A c t), 

i f  those requirem ents were app licab le  to the person.

* Sec. 3. AS 14.43.750(a) is amended to read:

(a) A  person may apply fo r and obtain a fam ily  education loan on behalf o f  a |
I

fam ily  member i f

(1) the borrower

(A ) is a resident o f  the state at the time o f  application fo r the 

loan; for purposes o f  this paragraph, a borrower qualifies as a resident o f  the j 

state i f  the borrower has been physically present in the state for at least one 

year immediately before the tim e o f  application fo r the loan w ith  the intent to 

remain indefin ite ly or, i f  not physically present in  the state, the borrower has 

not declared or established residency in another state, intends to return 

permanently to the state, and the absence meets the requirements imposed 

under AS 14.43.125(a)(3)(C )(i) - (v i);

(B) satisfies the requirements o f  AS 14.43.125(a)f6) - (9) 

[AS 14.43.125(a)(6)- (8 ) ] ;

(2) the fam ily  member

(A ) is enrolled as a fu ll-tim e  student in a career education, 

associate, baccalaureate, or graduate degree program; or

(B) is a graduate o f  a high school or the equivalent, or 

scheduled for graduation from  a high school w ith in  six months, who, at the 

time o f loan disbursement, w i l l  be enrolled in  compliance w ith  (A) o f  this 

paragraph; and

(3) neither the borrower nor the fam ily  member

(A ) is delinquent or has ever been in default on a loan 

previously awarded by the commission;

C S H B  3 0 5 ( S T A ) -4-
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(B ) is past due on a child support obligation established by 

court order or by the ch ild  support enforcement d iv is ion under AS 25.27.160 -

25.27.220 at the tim e o f application or loan disbursement;

(C) has, w ith in  the previous five years, had a loan discharged 

or written o f f  by the commission for any reason.

* Sec. 4. AS 39.25.160 is amended by adding a new subsection to read:

(k) A  person may not be employed in the classified, partia lly  exempt, or 

exempt service unless the person has complied w ith  the m ilita ry  selective service 

registration requirements imposed under 50 U.S.C. App. 453 (M ilita ry  Selective 

Service Act), i f  those requirements were applicable to the person. Notw ithstanding 

AS 39.25.110, this subsection applies to employees in  the exempt service except

(1) a justice, a judge, or a magistrate;

(2) the governor or the lieutenant governor;

(3) a member o f  the legislature;

(4) a person appointed under art. I l l ,  sec. 25, or art. I l l ,  sec. 26, 

Constitution o f the State o f  Alaska.

* Sec. 5. AS 43.23.005(a) is amended to read:

(a) An ind iv idua l is e lig ib le to receive one permanent fund dividend each year 

in an amount to be determined under AS 43.23.025 i f  the individual

(1) applies to the department;

(2) is a state resident on the date o f application;

(3) was a state resident during the entire qua lify ing year;

(4) has been physically present in  the state fo r at least 72 consecutive 

hours at some time during the p rio r two years before the current dividend year;

(5) is

(A ) a citizen o f  the United States;

(B ) an alien law fu lly  admitted fo r permanent residence in  the

United States;

(C) an alien w ith  refugee status under federal law ; or

(D ) an alien that has been granted asylum under federal law;

[AN D ]
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(6) was, at all times during the qualify ing year, physically present in 

the state or, i f  absent, was absent only as allowed in  AS 43.23.008; and

(7) was in compliance d u rin g  the qua lify ing  year w ith  the m ilita ry  

selective service reg istra tion requirem ents imposed under 50 U.S.C. A dd. 453 

(M ili ta ry  Selective Service Act), i f  those requirem ents were applicable to the j 

in d iv id u a l.

*  Sec. 6. The uncodified law o f the State o f  Alaska is amended by adding a new section to 

read:

A P P L IC A B IL IT Y . This Act applies to a person who seeks employment w ith  the 

state, applies fo r a student loan or fam ily education loan under AS 14.43, or applies fo r a 

permanent fund dividend under AS 43.23 on or after the effective date o f this Act.

* Sec. 7. This A ct takes effect January 1, 2004.

2 2 - L S  1 2 0 9 \ J
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FISCAL NOTE

2002 L E G IS L A T IV E  SE SSIO N  Bill Version: HB 305
() Publish Date: _______

S T A T E  O F  A L A S K A  F is c a l  N o t e  N u m b e r : _________

Revision Date/Time (Note if correction):________________________ Dept. Affected;__________ Revenue_______
Title Noncompliance________________________________ BRU Revenue Operations
_______________with Selective Service__________________________ Component Perm anent Fund Dividend
Sponsor Rep. Murkowski________________________________ ____________________________
R equester Military and Veteran Affairs_____________________ Component No. 981

Expenditures/Revenues________________________ (Thousands of Dollars)___________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES___________

[CHANGE IN REVENUES ( ) |

FUND SOURCE______________________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E stim ate  of any  c u rre n t year (FY2002) co st: 0-0
C heck th is  box  (X) if funding fo r th is  bill is inc luded  in th e  G ov ern o r 's  FY 2003 b u d g e t p ro p o sa l: [ 

POSITIONS _________________
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This bill amends the eligibility section of the Permanent Fund Dividend statutes by adding a section 
requiring that an individual who is required to register with the Selective Service System be in compliance 
during the qualifying year in order to be determined eligible for the dividend.
We do not expect this bill to have a fiscal effect on the operations of the Permanent Fund dividend 
program.
S ee  P age 2 for further discussion.

Prepared by: Nanci A. Jon es____________________________________________  Phone 465-2323
Division Perm anent Fund Dividend Date/Time 2/11/02 4:15 PM
A p p r o v e d  b y : Larry P e r s ily . D e p u t y  C o m m is s io n e r ______________________________  D a t e  0 2 / 1 1/ 2 0 0 2
A g e n c y  D e p a r t m e n t  o f  R e v e n u e ____________________________________________

(Revised 9/2001 OMB) P a g e  1  o f  2
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However, we do expect that this legislation will increase the number of eligibility 
determinations that go into review and appeal, as we expect a fair number of applicants 
will be denied each year for failure to register with Selective Service -- particularly in the 
first year of the new law. Young Alaska men in 1999 and 2000 averaged 86.5% 
compliance with Selective Service registration.

The bill carries a January 1, 2003 effective date, which would mean applicants for the 
October 2003 dividend would be judged on their compliance with Selective Service 
registration in 2002 —  and we would expect that some applicants would be caught 
unaware of the new dividend eligibility rule until they were denied and it was too late the 
remedy the omission. (The new rule would be printed in the January 2003 application 
booklet.)

We also expect that an unknown number of applicants will be initially denied each year 
because of failures in data matches between the Dividend Division's information and 
computer tapes obtained from the Selective Service System. Although such errors (data 
entry, human error, hard-to-read hand-written applications) occur in any data match and 
can be corrected, the applicants will experience delays in receiving their dividend until 
they have cleared up any data errors in the matches.
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(907) 465-3867 or 465-2450 
FAX (907) 466-2029 
Mail Stop 3101

LEGAL SERVICES
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 U M May 31,2001

SUBJECT:

TO :

FR O M :

Confirmation o f  governors appointees during a special session 
(W ork Order No. 22-LS 103 9)

Representative Brian Porter 
Speaker o f  the House o f  Representatives 
Attn: Tom W right

Tamara Brandt Cook « -  j  
Director

You ask whether the legislature may confirm appointees o f  the governor during the 
upcoming special session. Unfortunately, AS 39.05.080 is ambiguous on that point.

Under (1) o f  that section the governor is directed to present names for confirmation to the 
legislature during the first 30 days o f a regular session. I f  an appointment is made after 
the first 30 days but while the legislature is s till in  session, the governor must present the 
name to the legislature w ith in five days after the appointment is made. The paragraph 
specifically states: "only presentment that occurs during the time that the legislature is in 
regular session constitutes presentment under this section."

However, under (3) the governor is required to make a new appointment and present the 
name w ith in  20 days after receipt o f notice by the legislature that i t  has declined to 
confirm an appointee. Last session the legislature failed to confirm  an appointee to the 
Game Board. As to this vacancy, the governor is directed to make an appointment and 
present the appointment by a deadline that falls during the interim  before the special 
session begins. This conflicts w ith the statement in  paragraph ( I )  that presentment may 
only occur during the time the legislature is in regular session. Furthermore, paragraph
(3) goes on to state: "Failure o f the legislature to act to confirm  or decline to confirm  an 
appointment during the session in which the appointment was presented is tantamount to 
a declination o f  confirmation on the day the session adjourns." When the appointment is 
made during the interim, it  can certainly be urged that the session referred to in  this 
sentence is the first session that occurs after the appointment when the message from the 
governor making the appointment would, presumably, be received and read by the 
legislature. In  the case at hand, that session is the upcoming special session.

Consequently, i f  the governor presents an appointee to the legislature for the Game Board 
position and the legislature fails to consider that appointment, an argument could be made 
that the appointee has lost that position. To avoid that possibility the legislature should
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Representative Brian Porter 
Speaker o f  the House o f  Representatives 
M ay-31,2001 
Page 2

consider the confirmation o f  a person appointed to the position during the upcoming 
special session, despite the contradictory language o f AS 39.05.080(1) i f  the governor 
presents the name to the legislature. Note, however, that the 20 day provision o f  
paragraph (3) clearly applies only when the legislature has declined an appointment and a 
subsequent appointment is made as a result o f  the failure o f  the legislature to accept the 
first person. No other appointments that the governor may make before or during the 
special session are covered by paragraph (3) and they should be neither presented to the 
legislature by the governor nor acted upon until the next regular session under paragraph 
(1 ) .

I  have today checked w ith  the Chief Clerk and been informed that the governor has not 
yet this interim  presented any appointees to the legislature for confirmation, although that 
office has received copies o f  letters o f  appointment sent to the appointees. I t  is possible 
that the governor w ill elect to rely on AS 39.05.080(1) and present a ll his appointees 
during the next regular session.

TBC:glc
01-312.g!c
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LEGAL SERVICES
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY 
(907) 465-3867 or 465-2450 STATE OF ALASKA S ta te  Capitol
FAX (907) 465-2029 Ju n eau , A laska 99801-1182
Mail S top 3101 Deliveries to: 129 6th S t ,  Rm. 329

M E M O R A N D U M May 30,2001

S U B JE C T: Confirmation process (W ork Order No. 22-LS 1040\A)

T O : Representative Brian Porter
A ttn: Tom  W right *

F R O M : Terri Lauterbach
Legislative Counsel

Enclosed is a draft b ill that would elim inate the potential for confirmation sessions to be 
required during special sessions o f the legislature. It would also deal w ith  the potentia lly 
conflicting parts o f  AS 39.05.080 regarding the tim ing o f  presentation o f the governor's 
appointees. It is my understanding that you wish fo r presentments to occur only during 
regular sessions.

Under current law, AS 39.05.080(3) requires that the governor present a new appointee 
w ith in  20 calendar days after the legislature notifies the governor o f  the legislature's 
refusal to confirm  one o f  the governor's appointees. Since jo in t sessions for confirm ation 
purposes are often held near the end o f  a regular session, this would mean that the time 
for presentation o f  the new appointee would probably fa ll during a special session ( i f  one 
is held during the interim) because presentation is generally considered to occur when the 
governor's message o f appointment is communicated to the legislature by being read 
across at a floor session. The special session would be when the firs t floo r session 
occurred at which messages from  the governor sent to the legislature after adjournment o f 
a regular session could be read. In turn, this presentation would trigger the requu .ments 
o f  AS 39.05.080(2): hearings by standing committees and the holding o f  a jo in t session 
for confirmation purposes. Failure o f  the legislature to act on such an appointment by the 
end o f a special session, according to the last sentence o f  AS 39.05.080(3), would be the 
same as refusal to confirm, and that person could not again be appointed to the same seat 
during that interim.

The above-described result could cause longer special sessions, diffuse the focus o f 
special sessions, or result in a person losing a position because the legislature failed to act 
on confirmation o f  the person during the special session (due to lack o f  tim e or other 
focus) when the person might have, in  fact, been mutually agreeable to both the governor 
and the legislature.

The above-described result is also more complicated than this because the second 
sentence o f  AS 39.05.080(3) is at odds w ith  the presentment requirements o f
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AS 39.05.080(1). Paragraph (1) says that only presentment that occurs during a regular 
session constitutes presentment. However, as noted above, the 20-day requirement o f 
paragraph (3) w ill often place presentment at a special session, i f  one is held after the 
legislature refuses to confirm  an appointee during a regular session. This difference in 
the two paragraphs is not reconcilable w ithout changing the words o f either paragraph (1) 
or paragraph (3).

The enclosed draft reconciles the two paragraphs in  the fo llow ing ways:

(1) removing the 20-day requirement in paragraph (3) and keeping the 
requirement o f  paragraph (1) that says only presentment during a regular session is valid;

(2) throughout the section, " re g u la r" is inserted as appropriate;

(3) "w ith in  five calendar days" is removed from the latter part o f paragraph (1). 1

A lthough you did not ask for it, the draft also inserts "on o r before" in AS 39.05.080(1), 
w ith  reference to the March 1 date in  subparagraph (B). This w ill pick up the non­
student members o f the Board o f  Regents whose terms expire on the first Monday in 
February under AS 14.40.140.

This draft would also remove the last sentence o f  AS 39.05.080(1). You did not ask for 
this change either, but making this change m ight forestall a future potential problem. 
Under the A .L .L V .E . case, it is fa irly  clear that the legislature cannot change a law by 
using a resolution. So, removal o f  this sentence in paragraph (1) is intended to keep this 
issue from coming up.

Please let me know i f  you would like to resolve the tension between paragraphs (1) and
(3) d ifferently, i f  you would like other changes, or i f  I can be o f other assistance.

T M L:g lc
01-305.glc

Enclosure

1 This five-day presentment requirement in paragraph (1) is just as problematical as the 
20-day presentment requirement in paragraph (3) because the fifth  day could be outside 
the regular session even i f  the appointment were made during the regular session.
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LEGISLATIVE AFFAIRS AGENCY 
. STATE OF ALASKA State Capitol 

•Juneau, Alaska 99801*1182 
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M E M O R A N D U M February 28,2002

SUBJECT:

TO :

FR O M :

Governor's appointments (CSHB 331(STA), draft version "C")

Representative John Coghill
Attn: Rynnieva \

Terri Lauterbach s \  . \
Legislative CounseK ^ \}*M :

Enclosed is the draft CS you requested.

'You also requested my opinion as to what "immediately" would mean with regard to 
when the governor would have the duty to present an appointee's name to the legislature 
i f  the appointment were made on a weekend or holiday. Your stated Intent is to ensure 
that "immediately" would provide the governor the flexibility to present the appointee's 
name to the legislature on the next "business day" and still be found In compliance w ith  
the statute amended in this bill.

In my opinion, the meaning o f "immediately" is flexible and depends on the context In 
which it  is used and the circumstances existing at the time the duty to act "immediately" 
arises.

W b
^ S o r

essipTTCDuia wen be on a wccKchd oHioirdayrpwrfftnar.., 
end o f a regular session. But, at other times, the next "business day" o f the legislature 
would normally be a weekday.

I f  you want to give the governor the flexib ility to delay presentment until after a three- 
day holiday weekend but still ensure that "immediately" has an outside time lim it, then 
you could amend AS 39.05.080(1) to say "immediately, but in no event more than 72 
hours later,"

DISCUSSION

"Immediately" appears hundreds o f times in the Alaska Statutes and is defined only once. 
In AS 47.17.290(6), "immediately" means "as soon as is reasonably possible, and no later 
than 24 hours." The context o f  this use o f "immediately" is the reporting o f suspected
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Representative John Coghill 
February 28,2002 
Page 2

child abuse and the notices and investigations that must happen after the initial report. 
The 24-hour lim it is an outside time lim it that the legislature put on the term 
"immediately" in this context. Without that outside time lim it, the term would probably 
be construed according to the first phrase o f the definition: "as soon as is reasonably 
possible."

The legislature has also put outside time lim its on the use o f "immediately" in another 
context. Under AS 47.12.250, a statute relating to alleged delinquents, a police officer 
who detains a minor must "immediately, and in no event more than 12 hours later," notify 
the court about the detention, and the court must "immediately, said in no event more than 
48 hours later," hold a hearing except that, i f  the minor is being held securely In 
correctional facilities that house adult prisoners, the court must "immediately, and in  no 
event more than 24 hours after the custody begins," hold a hearing. Again, this is a 
specific context in which the legislature has chosen to put an outside time lim it on the 
term "immediately." There may be other statutes with outside time lim its on 
"immediately."

However, most o f the uses o f "immediately" in the statutes cany no outside time lim it. 
These statutes relate predominantly to notice situations, notices that must be given by or 
to courts, boards, departments, corporations, banks, etc. At least one other relates to the 
governor's duty to "Immediately" appoint a board member (AS 03.09.010(b)). In these 
contexts, a court would probably use a reasonableness standard for the term 
"immediately." For Instance, when construing insurance policies that require an insured 
to give "immediate" notice o f a claim to the insurer, courts have found that the notice 
must be given "within a reasonable time under the circumstances." Black's Law 
Dictionary, Seventh Edition.

Therefore, I think "immediately," as used in AS 39.05.080(1) in the enclosed CS, would 
probably be construed by a court as meaning "within a reasonable time under the 
circumstances." In the context o f AS 39.05.080(1), the circumstances considered by the 
court would include the fact that the legislature should be given time to consider a name 
presented to it. A  reasonable time for presenting an appointment made on the 60th day o f 
a regular session might be several days. There would still be plenty o f  time fo r the 
legislature to act on the appointment. In contrast, a reasonable time for presenting an 
appointment made on the 100 th day could well be construed to be by the time o f  the next 
legislative floor session, which is when messages from the governor could be read across.

There is a possibility that a court would allow "immediately" to be longer than several 
days. I f  it  is important to you that there be an outside time lim it, then you should put that 
time lim it in the statute,
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I hope you find this discussion helpful to you as you consider your legislative options. I 
have attached a printout showing where "immediately" is used in the Alaska Statutes. I f  I 
may be o f further assistance, please advise,

TML:med
02-232.med

Enclosure
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Sponsor Summary 
HB 331

HB331 eliminates ambiguities in AS 39.05.080 making it clear that presentment of the 
governor’s appointees to boards and commissions may only occur during regular 
sessions of the legislature. This bill eliminates the potential for confirmation sessions 
occurring during special sessions and it also reconciles potentially conflicting language 
regarding the timing of the appointee’s presentation.

This issue arose at the end of the 2001 regular session, following the failed confirmation 
bid of a Game Board appointee. In response to that event, under paragraph (3), the 
governor made a new appointment and presented the name to the legislature within 20 
days following notification of the failed nomination. As to that Game Board vacancy, the 
governor was correct under paragraph (3) in appointing and presenting the name, but 
since the regular session of the legislature had adjourned, under paragraph (1), that 
presentment was ineffective.

Because joint sessions for confirmation purposes are ofien held near the end of the 
regular session, this means that the time for a new appointee’s presentment would most 
likely fall during a special session (if one is held in the interim).

The waters become muddy because the 20-day requirement (that the governor has to 
name a candidate following a failed confirmation) of paragraph (3) is a direct conflict 
with paragraph (1), which states that only presentment that occurs during a regular 
session constitutes presentment. To further complicate the issue, AS 39.05.080 is 
utterly ambiguous as to whether the legislature is even authorized to confirm appointees 
during the special session.

HB331 reconciles the two problematic paragraphs of AS 39.05.080 by:
• Removing the 20-day requirement in paragraph (3) and keeping the requirement 

of paragraph (1) stating that only presentment during a regular session is valid;
• Inserting as appropriate throughout the section, “regular;”
• Removing "within five calendar days’’ from the latter part of paragraph (1) 

because the five-day presentment requirement in paragraph (1) is just as 
problematical as the 20-day presentment requirement since the fifth day could be 
outside the regular session even if the appointment were made during the regular 
session.
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S ectiona l A n a ly s is

AS 39.05.080 establishes the p rocedures on  h o w  the p o s itio n s  o r m em bersh ips on a 
specific  bo a rd  o r  com m iss ion  sha ll be handled.

Paragraph 1. Th is  pa rag raph  d irec ts  the gove rn o r to:
•  Present nam es o f  app o in ted  in d iv id u a ls  to the leg is la tu re . I t  s tipu la tes  tha t o n ly  

p resen tm ents tha t occur w h ile  the leg is la tu re  is in  re g u la r session constitu te  
'p resen tm en t.'

•  W ith in  the  f irs t 30 days a fte r the le g is la tu re  convenes its  re gu la r session, the 
g o ve rn o r presents the nam es o f the fo llo w in g  persons to the leg is la tors:

A . app o in tm en ts  w h o  have n o t been p i ? v ious ly  co n firm e d  b y  the 
leg is la tu re ; and

B. app o in tm en ts  o f persons w h o  w i l l  f i l l  a p o s itio n  fo r  w h ic h  the te rm  
w i l l  exp ire  on  o r b e fo re  M a rch  1 d u r in g  th a t le g is la tive  session.
I f  an a p p o in tm e n t is m ade a fte r the f ir s t  30 days o f  the conven ing  o f 
the le g is la tu re  b u t w h ile  the leg is la tu re  is in  re gu la r session, the 
g o ve rn o r sha ll im m e d ia te ly  present tha t a p p o in tm e n t to  the 
leg is la tu re  fo r  co n firm a tion .

Th is  pa ra g ra p h  o f AS  39.05.080 also reflects the e lim in a tio n  o f  the f iv e -d a y  p e rio d  
o f tim e  in  w h ic h  the gove rn o r had to present the in d iv id u a l to  the le g is la tu re  
fo llo w in g  the a pp o in tm en t. The five -d a y  presen tm ent re qu ire m en t in  pa rag raph  
(1) w as p ro b le m a tic  because the f if th  day cou ld  be ou ts ide  the re g u la r session even 
i f  the a p p o in tm e n t was m ade d u r in g  the regu la r session.

T h is  pa ra g ra p h  also reflects the e lim in a tio n  o f a m echan ism  (by  concu rren t 
re so lu tio n ) w he re  the leg is la tu re  cou ld  have extended the fiv e -d a y  dead line . Th is  
is, o f course an u n c o n s titu tio n a l p rov is ion . A  s ta tu te  m ay  o n ly  be m o d if ie d  by  
ano the r s ta tu te  n o t b y  a concu rren t reso lu tion  o f agency regu la tion .

Paragraph 2. W hen  app o in tm en ts  are presented to the leg is la tu re  fo r co n firm a tio n :
A . The p re s id in g  o fficers  o f each house assign the appo in tee  to a

com m ittee  fo r  a hearing , repo rt, and recom m endation . The s tand ing  
com m ittees m ay  m eet jo in t ly ; then

While In Juneau 
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Juneau, Alaska 
99801-1182 

(907) 465-3777 
FAX (907) 465-2819

House of Representatives
House District 24

HB331
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B. Before the end o f  the re g u la r  session in  w h ic h  the appo in tm en ts  
are presented, the leg is la tu re  meets in  jo in t  session to  act b y  
c o n firm in g  o r d e c lin in g  to c o n firm  by  a m a jo r ity  vote.

The w o rd  " re g u la r"  is  added to th is  pa rag raph  o f AS 39.05.080 so that i t  is 
clear th a t co n firm a tio n  hearings do  n o t occur d u r in g  special sessions.

P arag raph  3. W hen the le g is la tu re  declines to  c o n firm  an appo in tm en t:
•  the gove rn o r is n o tif ie d  o f  its  action  and  a vacancy fo r the p o s itio n  is 

created w h ic h  the g o ve rn o r f ills  b y  m a k in g  a new  appo in tm en t.
o The g o ve rn o r cannot re -a ppo in t the rejected cand ida te  d u r in g  the 

re g u la r session o f the leg is la tu re  at w h ic h  the co n firm a tio n  fa iled . 
L ikew ise , the gove rn o r m a y  n o t a p p o in t the fa iled  candidate 
d u r in g  the in te r im  between regu la r sessions to ca rry  o u t the du ties 
o f tha t vacan t pos ition , 

o F in a lly , i f  the le g is la tu re  fa ils  to act to  c o n firm  an appo in tee  d u r in g  
the reg u la r session, the appo in tee  is, in  effect, rejected.

The 20-day p ro v is io n  fo r the gove rn o r's  p resen tm ent fo llo w in g  the in it ia l 
fa ile d  c o n firm a tio n  is de leted fro m  Section 3. By e lim in a tin g  the 20-day 
p ro v is io n  o f section (3) and keep ing  the requ ire m en t o f section (1) it  is 
c lear tha t o n ly  p resen tm en t d u r in g  a re g u la r session is va lid .

Paragraph 4 . The appoin tees w ith  p e n d in g  co n firm a tions  sha ll exercise the 
func tions , have the pow ers  and  be charged w ith  the du ties  prescribed b y  
law .

There are several spec ific  lim ita tio n s  c ited in  th is  pa rag raph , such as:
•  The te rm  o f an appo in tee  w h o  is nam ed d u r in g  the in te r im  by  a governor 

w h o  leaves o ffice  p r io r  to the f irs t day o f the re g u la r session ends on the 
f irs t  day  o f the re g u la r session.

Th is  section is com p le te ly  unchanged fro m  the o r ig in a l statute.

HB331 Sponsor Statement Page 2
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SESSION; 
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M em o randum
To: Senator
F rom : Rep. Pete
Date: M a rch  18,

R egard ing : H B  331
G ove rno r's  A p p o in tm e n ts

RULES COMMITTEE, CHAIR 
COMMITTEE ON COMMITTEES 

LABOR & COMMERCE COMMITTEE 
MILITARY & VETERANS AFFAIRS 

LEGISLATIVE COUNCIL

A ttached  to  th is m e m o ra n d u m  is a copy o f H B  331, re la tin g  to the t im in g  o f the 
g o ve rn o r's  appo in tm en ts , th a t ju s t passed the H ouse o f Representatives th is 
m o rn in g . Th is b i l l  is im p o r ta n t as i t  cleans up  a s ta tu te  tha t is rep le te w ith  
a m b ig u itie s  and inconsistencies re la tive  to  the procedures o f the gove rno r's  
p resen tm en t o f boa rd  candidates. I am  also s u b m itt in g  m y  sponsor statem ent 
and a sectional ana lys is  fo r y o u r  considera tion .

A t  th is  tim e, I w o u ld  lik e  to request a hea ring  in  State A ffa irs , a t the earliest 
o p p o r tu n ity .

Representative Pete Kott
JUNEAU OFFICE (907) 465-3777 TOLL FREE 1-800-861-K0TT(5688) FAX (907) 465-2819 

EAGLE RIVER OFFICE (907) 694-8944 FAX (907) 694-8945 E-MAIL: represenlative_pete_kotl@legis.stale.ak.us
http://www.akrepublicans.org/Kott.htm

mailto:represenlative_pete_kotl@legis.stale.ak.us
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http://wvrw.ci.anchorage.ak.iis Wall Monegan 

Chief

FAXED APRIL 5,2002. Fax No. 907^65*2819
A p r i l 5,2002

Representative Pete K o tt 
A laska State Legislature 
State C ap ito l, Room  204 
Juneau, A K  99S01

Attn: Linda Sylvester

Re: Leg is la tion  regard ing  d rive r's  licenses and expanded fees 

Dear Representative K o tt:

A s a po lice  officer, I  s trong ly  support the leg is la tion regard ing  upg rad ing  the 
q u a lity  and capabilities o f A laska D rive r's  license.

I  understand tha t th is  w i l l  increase the costs, b u t fro m  the la w  enforcement 
perspective, the costs are sm all compared to  the tim e and subsequent costs to all 
those in  p u b lic  safety w h o  m ust w o rk  w ith  identifica tions such as d rive r's  
licenses.

Please consider th is  le tte r as support fo r y o u r b ill.

Sincerely,

W a lt M onegan 
C h ie f o f Police

W M /ta

S u p p e r * ] - '

http://wvrw.ci.anchorage.ak.iis
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Identifying a better driver's license
BY Dibva Sarkar and Diane Frank 
Dec. 12, 2001

Printing? Use this 
version. 

Email this to a friend.

Although it doesn't back the idea of a driver's 
license becoming a national identification card, a 
nonprofit association representing motor vehicle 
department officials wants to enhance the 
credibility of the license as an ID document.

Instead of a national ED card, driver's licenses are 
really personal identification cards that are 
accepted and used on a national level, said Linda 
Lewis, president and chief executive officer of the 
American Association of Motor Vehicle 
Administrators, which represents officials from 
the United States and Canada.

"Congress mulls ID 
cards" [Federal 
Computer Week, Dec. 3, 
2001]

"Congress hears national 
ID opinions" [Federal 
Computer Week, Nov. 
19, 2001]

"POD preps smart card 
roll out" [Federal 
Computer Week, Oct.
30, 2001]

The problem is trusting that the person with a 
license is actually who it says on the card. And the 
way to do that is to hold up the state's obligation 
on the issuing end, Lewis said at a Dec. 11
luncheon sponsored by the Council for Excellence in Government in 
Washington, D.C.

An AAMVA fwww.aamva.org) task force will report to its board of directors 
in January its findings and recommendations about reducing driver's license 
fraud and improving verification, said Jay Maxwell, president and chief 
operating officer of AAMVAnet Inc., an affiliate of the association that helps 
government agencies share motor vehicle information electronically. In 
February, it will outline the board's decisions with transportation, information 
technology and law enforcement officials from across North America.

The task force will unveil long- and short-term strategies to improve the 
initial issuance of a driver's license, residency and citizenship verification, 
security of the physical document and the IT infrastructure used in the ID 
process, Maxwell said at the National Electronic Commerce Coordinating 
Council's annual conference in Las Vegas Dec. 10.

He said the group foresees the use of a unique identifier so that a driver can 
use one license in the United States and Canada.
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Lewis said one of the issues to consider is how state systems could link with 
federal systems at such agencies as the Social Security Administration and the 
Immigration and Naturalization Service to verify information. If such a link 
existed with INS, for example, it would close a loophole that exists because 
driver's licenses do not automatically expire when an immigration visa 
expires, she said.

The group also is investigating using smart card technology to reduce fraud 
and improve verification of the card's owner. That could mean the person, the 
driver's license ED and the person's driving record would be "inextricably 
linked," Maxwell said.

But he said motor vehicle departments are not convinced they want to do that. 
The key will be finding a way to manage the information on the card if the 
license is revoked or a person moves from one state to another, he added.

Improvements to the driver's license document could help reduce underage 
drinking, identity theft, the number of bad drivers using multiple licenses and 
the issuance of such documents to terrorists.
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Maine's Digital Driver's License

D ig ita l D r iv e r 's  L ic e n s e

http://www.state.me.us/sos/bmv/licenscs/digitaIlicense.litm

V iew  th e  
F lash  

P re se n ta tio n

Sample
License

What is a 
Digital 

License?

Customer
Benefits

Security
Features

Image
Protection

M essage  to  M a ine  M o to r is ts  
fro m  S e c re ta ry  o f  S ta te  Dan. A. G w a d o s k y

I am pleased to introduce Maine’s new digital 
driver’s license. We have begun implementing this 
new license design at many of our branch offices 
and will continue to do so over the next several 
months.

This license will have a new look and will open the 
door to new customer benefits. The citizens of 
Maine will have the advantage of receiving a 
driver’s license with superior quality pictures, 
state-of-the-art security features and a new 
attractive design in a high quality, tamper-proof 
card.

With Maine’s staggered renewal cycle and over 
800,000 licensed drivers, it will take 6 years to 
completely replace all Maine driver’s licenses.

Because driver’s licenses are used for everything 
from cashing a check to showing proof of age, it is 
important to have a license that is easy to read, 
durable and secure. We are confident that this 
new license will serve Maine’s citizens well.
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W hat is a Digital License?

The digital license is produced with com puter technology tha t a llows for your image 
to be captured dig itally and displayed on the license. This sam e process w ill be 
used to issue state identification cards.

The digital system does not use a photographic process o r film  to take your picture. 
Instead, a video cam era and a com puter are used to take your p icture and produce 
the license. S ince the system  is com puter based, it has the ability to store your 
p icture and signature on m agnetic disk.

The stored images will provide added convenience and security to the licensing 
process. Replacem ents fo r lost licenses can be processed w ithout having to visit a 
m otor vehicle branch office to retake a picture.

Additionally, since your image is e lectronically stored, the ability to fraudulently 
obtain a driver’s license or sta te  I.D. card is reduced dramatically.

M aine will be join ing m any o ther states that currently use a digital process fo r 
issuing driver’s licenses and state I.D. cards. This technology has been tried and 
tested to  ensure that you receive a quality product.

C ustom er Benefits

The new Maine driver’s license offers a num ber of exciting benefits. 

Choice of Photos

The new  digital technology allows fo r a choice of two photos. Your im age is 
captured tw ice by the digital technology providing you with the opportunity to view, 
side by side, 2 d ifferent photographs on the com puter screen. You m ay select 
w hichever of the 2 photos m eets your satisfaction.

C onvenient Duplicates

A lost license can easily be replaced since your digital photograph is stored 
electronically. You no longer need to return to a m otor vehicle branch office to 
request a duplicate license. S im ply request a duplicate license (including the 
required fee) and one will be m ailed to you.

Bar Coding

The inform ation on the front of your license will be stored in the bar code on the 
reverse side. This will a llow  fo r a m ore accurate exchange of inform ation whenever

2 of 3 4/4/2002 3:02 PM
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Organ Donor Indicator

If you wish to bo an organ donor your intention m ay be clearly indicated on the front 
of your license. No m ore decals that peel off, wear out or fall off. A sm ali red heart 
and the “organ donor” sta tem ent are a printed part of your license.

Security Features

State of the art security features m ake it nearly im possib le fo r anyone to alter or 
copy your license. The digital license provides fo r a num ber of security features 
including a sm all ghost photo image and an em bedded hologram .

Additionally, your license w ill be m ailed directly to you w ithin 10 days. This new 
process will help prevent individuals from  fraudulently obtaining a driver's license.

Your Im age is Protected

M aine law protects your dig ital image. Your digital image is considered confidential 
and cannot be distributed to sa les and m arketing com panies or to the general 
public.

Driver Privacy Protection

In order to ensure your privacy, the personal inform ation on your m otor vehicle 
records will no longer be provided to sales and m arketing organizations, or the 
general public w ithout your authorization. To find out how  you can authorize the 
release of your personal information, p lease ask fo r a Driver Privacy Protection 
Brochure.

you conduct a transaction with us in the future.

_ y  .^_DrrygjJJc(^ Qtilincje^1cE^_Rcuiistratioiis & Titles | y - 

’J  'Commercial-Vehicles Locations&Hours> Administration 
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DIGITAL DRIVER LICENSE

Alaska’s driver license is

• a Polaroid instant-photo film;
• a form with physical description and contact information;
• a plastic security pouch, heat-sealed, in which both of the above are encased.

The technology was developed in the 1950’s and remains essentially unchanged. It is a 
manual process and duplicate documents cannot be manufactured without a new photo 
being taken. It does not contain any electronically readable media to verify that the face 
of the license has not been altered -  a favorite practice of those under 21 and criminals. 
Alaska is one of only four remaining states using a photograph rather than a digital 
license process. Comparing the benefits of the two types of licenses is like comparing 
typewriters to computers.

The driver license and birth certificate are “breeder” documents; once in hand they can be 
parlayed into other documents: checking accounts, passport, voter registration, credit 
cards, firearms permits, etc. and a new or false identity is set up. Additionally, they are 
the two most common documents of fraudulent identification and use for cashing bad 
checks and perpetrating other types of bank fraud -  a $7 billion annual loss. One must 
keep in mind that the information contained in driver licenses and identification cards is 
directed at two specific purposes: law enforcement and reliable individual identification 
for puiposes of commerce.

DMV offices regularly experience attempts at license fraud and alteration 

Security, Fraud Prevention, Data Transmission
First, a digital license is significantly more difficult to alter than a photo license. Because 
it is computer generated, the format can be varied to stay ahead of counterfeiters and

Representative Pete Kott
JUNEAU OFFICE (907) 465-3777 TOLL FREE 1-800-861-KOTT(5688) FAX (907) 465-2819 

EAGLE RIVER OFFICE (907) 694-8944 FAX (907) 694-8945 E-MAIL: representa!ive_pete_kott@legis.state.ak.us
http://www.akrepublicans.org/Kott.htm ^  A. V  y
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others desirous of altering a license. The information is layered into a blank “chip” arid 
can incorporate more security features (blacklight, “ghost” image, micro-line printing, 
etc.) than a photo license. The printer is not available to small-scale forgers whereas a 
photo license can be duplicated by most home computer printers or large multi-function 
copying machines.

Second, instead of taking a photograph of a person, a camera records a fine-quality digital 
image of the individual and their signature. This is used for the license and is also stored 
on a server. The image can be disseminated electronically with minimum human 
intervention; likewise, it can be called up on the division’s computers to verify identity 
when an individual claims to have lost their license and need a duplicate. Under the 
current photo-license process, the division has no image of the individual on file.

The biggest benefactors would be local, state and national law enforcement agencies that 
would retrieve images. Anchorage Police Department has a project underway to place 
mobile terminals in patrol cards by 2004. An officer could retrieve an image at a traffic 
stop or arrest scene and make instant identification of the individual. Also, inquiry could 
be made terminal-to-terminal and bypass using the dispatcher, thus freeing that individual 
for other tasks.

The images could also be transmitted among states as the driver moves from state to state. 
States now communicate driving record information and AAMVA (American 
Association of Motor Vehicle Administrators) has been designated by the federal 
government as the clearinghouse for this program (DRVRs) much as it is the national 
clearinghouse for the Commercial Driver License Information System and the Problem 
Driver Pointer System shared by all states. The DRVRs program is to include the ability 
to transmit images among states. Transmission of images is supported at the national 
level to decrease identity theft and to reduce the threat of terrorists obtaining fake driver 
licenses.

Electronic/Machine Readable Media
The digital license can incorporate a 2-D bar code that is difficult to alter. This media 
contains the same information that is printed on the front of the license. In the unlikely 
event that a person could alter the printing on the front of the license, it would be 
difficult, if not impossible, to alter the electronic media. The media can be used by 
commercial sellers of restricted products (alcohol and tobacco) to verify age and ensure 
that the license is valid and has not been altered. Scanning devices to read the media are 
commercially available and are in use in some states.

Law Enforcement Support
Statewide, law enforcement strongly supports replacement of Alaska’s photo license 
system with a digital license system. Not only would they have access to an on-line photo 
database but should Alaska move into the capture of biometric data, this can be an add-on 
to a digital license process.



Best Technology Practices
Polaroid has the only patent in the U.S. for instant film and this market has declined with 
the advent of digital cameras. Polaroid has filed for Chapter 11 bankruptcy and sold its 
Identification Division with all of the driver license contracts. It is unlikely that the new 
company will support the market for the instant photo processes. All Canadian provinces 
and 47 states have digital license processes.

Industry Support
The restricted products sales industry (alcohol and tobacco) that have a legal requirement 
to verify age fully support the digital license. A major advantage is the ability to use the 
machine readable media to verify information. Additionally, an “Under 21” license could 
be printed in vertical format with the actual date a person turns 21 prominently printed on 
the license. This negates the practice of subtracting to verify age. The Alaska 
Responsible Beverage Retailers Association (ARBA) has adopted a resolution of support 
for the digital license concept and for raising driver license and ID card fees to cover the 
cost of implementing the program. The Cabaret, Hotel and Restaurant Association 
(CHAR) will take up the same resolution of support soon.

National Standards
In the wake of September 11 there is a demand to “harden” all driver license systems 
rather than create a national ID card. One of the already existing national standards for 
driver licenses is the digital license. Other standards include uniform standards for the 
appearance, photo file format and readable media among state driver licenses.

Customer Service
A government issued photo ID is required to board any airline. This is a problem when 
an Alaskan is out of state and loses a driver license of ID card. At present DMV can send 
them a certified copy of the driver license manually produced; this has received mixed 
acceptance among airlines. DMV cannot reproduce the photo on a finished license when 
the person is not present to have a picture retaken. With a digital license, an exact 
duplicate of the original license can be produced from the store image of the licensee and 
sent to the individual.
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Sponsor Statement
HB 344

HB 344 raises the fees for non-commercial drivers licenses, and ID cards by $5.00. 
Instruction permits will increase by $10 dollars. While these revenues go into the 
General Fund, DMV requires additional funding to implement the first ever overhaul of 
the license format. The archaic laminated Polaroid license will be converted to a digital 
system bringing Alaska up to national standards in terms of security and fraud 
prevention for its personal identification system.

The one-time start-up cost of digital driver license and ID card would be $500,000.
Once the digitized system is in place, licensees could convert as they expire and are 
renewed, or people may want to convert to the new format earlier. The new fee 
structure would remain in place following the conversion, as it would conform to fee 
structures in other states. Of note, this is DMV’s first rate increase since 1993. The fee 
increase means that the Alaskan driver will pay an additional $1 per year as a 
consequence. The increased

O ld  Fee New

Original and renewing driver’s license: $15 $20
Instruction permits $5 $15
Duplicate licenses and permits: $10 $15
Identification cards $15 $20

W hy d ig it ize ?
Alaska is one of the last four states to convert to digital licenses. By moving beyond 
1950’s era technology, Alaska steps up efforts to insure the integrity of its individual 
identification system. In the wake of September 11, there is a demand to “harden” all 
driver license systems rather than create a national ID card. One of the existing 
national standards already in place is the digital driver license. Other standards include 
uniform standards for the appearance, photo file format and readable media among 
state driver licenses.

Alaska’s sweeping driver license format change will be benefit law enforcement as well 
as industries that sell restricted products such as alcohol and tobacco.
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The intent language contained in this bill instructs DMV to implement a digital license system in 
accordance with established national standards. There are three components needed to implement such 
a system. These are development of an IT system to support issuance, storage, and transmission o f the 
digital images, equipment to produce the licenses in DMV field offices, and annual operational budget 
costs to purchase supplies for producing the digital licenses.

DMV already has capital funding for the equipment to produce the licenses. The annual operating costs 
are approximately the same as DMV currently has funded in the operating budget for the (continued on 
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STATE OF ALASKA
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BILL NO. CSHB 344(STA)

ANALYSIS CONTINUATION

o p e r a t io n  a n d  s u p p l i e s  fo r  th e  c u r r e n t  p h o to g r a p h ic  l i c e n s o  s y s t e m .  T h e  o n ly  n e e d e d  fu n d in g  is  th e  o n e t im e  c o s t  fo r  IT s y s t e m  
d e v e lo p m e n t  a n d  r e l a te d  c o s t s .  D M V  e s t i m a t e s  t h e s e  c o s t s  to  b e  $ 5 0 0 .0 .  T h is  e s t im a t e  is  b a s e d  o n  in fo rm a tio n  fro m  c o m p a n i e s  
in v o lv e d  in l i c e n s e  p r o je c ts  in o th e r  s t a t e s  a n d  fro m  th e  r e c e n t  e x p e r i e n c e  o f  o th e r  s t a t e s  w h o  h a v e  d e v e lo p e d  d ig ita l l i c e n s e  
s y s t e m s .

R E V E N U E

T h is  bill i n c r e a s e s  th e  f e e s  fo r  th e  o r ig in a l i s s u e ,  re n e w a l ,  a n d  d u p l i c a te s  o f  d r iv e r  l i c e n s e s ,  a n d  ID c a r d s  b y  $ 5 . T h e  f e e  fo r  
in s tru c tio n  p e r m its  is  in c r e a s e d  b y  $ 1 0 . T h e  la s t  in c r e a s e  in t h e s e  f e e s  w a s  o v e r  1 0  y e a r s  a g o .  T h e  l i c e n s e s  a n d  ID c a r d s  a r e  v a lid  
fo r  5  y e a r s  s o  c o s t  o f  th e  l i c e n s e  o r  ID c a r d  i n c r e a s e s  b y  $1  p e r  y e a r .  T h e  In s t ru c tio n  P e rm i t  is  v a lid  fo r  2  y e a r s  s o  th e  c o s t  
in c r e a s e  is  $ 5 .0 0  p e r  y e a r .  C o m m e rc ia l  d r iv e r  l i c e n s e s  in c lu d in g  s c h o o l  b u s  p e r m its  a r e  n o t  in c lu d e d  in t h e  in c r e a s e .

DM V  d o e s  a p p ro x im a te ly  1 8 0 ,0 0 0  o f  t h e s e  t r a n s a c t i o n s  p e r  y e a r .  T h e  a n n u a l  in c r e a s e  in  r e v e n u e  is  $ 9 0 0 ,0 0 0 .  T h e r e  a r e  n o  
o p e r a t in g  c o s t s  in v o lv e d  w ith  c h a n g in g  th e  f e e s .



A l a s k a  3 t a t e  l e g i s l a t u r e

f l o n s c  o f  H e p r e s c n ta t io E S

INTERIM:
10928 EAGLE RIVER RD„ SUITE 141 

EAGLE RIVER, AK 99577

S E SSION: 
ALASKA STATE CAPITOL 

JUNEAU, AK 99801

M e m o r a n d u m

To: Senator Gene Therriault
From: Rep. Pete Kott
Date: April 18, 2002

Regarding: R equest for H earing
HB 344 DM V Fee Increase/C onversion to D igital Licensing

Attached to this m em orandum  is a copy of HB 344 and the backup materials.

At this time, I respectfully request a hearing on this bill in your committee as 
soon as you can find time. N ot only does the bill benefit the General Fund bu t it 
authorizes the first ever overhaul of the state 's driver's license system. It is 
supported by the restricted sales industry, law enforcement, the M unicipality of 
Anchorage. The bill is sponsored by H ouse Rules, by the request of the Division 
of Motor Vehicles. If you need any m ore inform ation, Linda Sylvester is the 
contact person for this item.

Thank you for your consideration

Representative Pete Kott
JUNEAU OFFICE (907) 465-3777 TOLL FREE 1 -800-861 -KOTT(5688) FAX (907) 465-2819 

EAGLE RIVER OFFICE (907) 694-8944 FAX (907) 694-8945 E-MAIL: represenlative_pele_kott@legis.stale.ak.us
http://www.akrepublicans.org/Kotl.htm
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FAX (907) 694-8945

House o f Representatives
House District 24

While in Juneau 
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(907) 465-3777 
FAX (907) 465-2819

Sponsor Statement
HB 344

HB 344 raises the fees for non-commercial drivers licenses, and ID cards by $5.00. 
Instruction permits will increase by $10 dollars. While these revenues go into the 
General Fund, DMV requires additional funding to implement the first ever overhaul of 
the license format. The archaic laminated Polaroid license will be converted to a digital 
system bringing Alaska up to national standards in terms of security and fraud 
prevention for its personal identification system.

The one-time start-up cost of digital driver license and ID card would be $500,000.
Once the digitized system is in place, licensees could convert as they expire and are 
renewed, or people may want to convert to the new format earlier. The new fee 
structure would remain in place fc'lowing the conversion, as it would conform to fee 
structures in other states. Of note, this is DMV’s first rate increase since 1993. The fee 
increase means that the Alaskan driver will pay an additional $1 per year as a 
consequence. The increased

O ld  Fee New  Fee

Original and renewing driver’s license: $15 $20
Instruction permits $5 $15
Duplicate licenses and permits: $10 $15
Identification cards $15 $20

W hy d ig it ize ?
Alaska is one of the last four states to convert to digital licenses. By moving beyond 
1950’s era technology, Alaska steps up efforts to insure the integrity of its individual 
identification system. In the wake of September 11, there is a demand to "harden” all 
driver license systems rather than create a national ID card. One of the existing 
national standards already in place is the digital driver license. Other standards include 
uniform standards for the appearance, photo file format and readable media among 
state driver licenses.

Alaska’s sweeping driver license format change will be benefit law enforcement as well 
as industries that sell restricted products such as alcohol and tobacco.
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M e m o r a n d u m

To:
From:

Date:

Regarding:

Sen. Gene Therry 
Linda Sylvdst 
Rep. Pete Ko^L 
April 1$, 2002'

HB 344
Driver License Fees

Today, HB 344 passed the House w ith a vote of 35 to 2. HB 344 raises fees for 
non-commercial drivers licenses, ID cards and learner's perm its, which will raise 
revenue by $750,000 to $900,000 per year. It will also authorize $500,000 for to 
fund the IT com ponent for the Division of M otor Vehicle's conversion to a digital 
d river's license system.

A ttached is a copy of the bill, sponsor statem ent and fiscal note. As well, I'm  
including background inform ation for you.

A t this time, I respectfully request a hearing before the Senate State Affairs 
Com m ittee as early as practicable.

Representative Pete Kott
JUNEAU OFFICE (907) 465-3777 TOLL FREE 1 -800-861 -KOTT(5688) FAX (907) 465-2819 . "

EAGLE RIVER OFFICE (907) 694-8944 FAX (907) 694-8945 E-MAIL: representative_peto_kott@l0gis.state.ak.us
http://www.akrepublicans.org/Kolt.htm
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DIGITAL DRIVER LICENSE 
Fee and Volume Information

Driver License is valid for 5 years; the current cost is $3 per year ($15 fee for a 5-year 
license).

ID card is valid for 5 years; the current cost is $2 per year ($10 fee for a 5-year ID 
card).

The proposed fee increase of $5 equates to a $1 per year increase for a driver license 
or ID card.

Fees were last raised in 1991.

DMV issues approximately 150,000 -  180,000 original driver licenses, permits, ED 
cards, duplicates or renewals per year.

Revenue generated is estimated to be $900,000 per year.

One-time start-up cost of digital driver license and ID card would be $500,000.

Licenses and ID cards would convert to digital as they expire and are renewed 
although DMV anticipates that some individuals would choose to convert earlier, thus 
potentially boosting revenue numbers.
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R E S O L U T I O N

THIS RESOLUTION i s  a d o p te d  by th e  A nchorage R e s p o n s ib le  
B e v e rag e  R e t a i l e r s  A s s o c ia t io n  t h i s  12th d ay  o f  D ecem ber, 2001.

WHEREAS, th e  Members o f  th e  A s s o c ia t io n  a r e  en g ag ed  in  th e  
s a l e  o f  ag e  r e s t r i c t e d  p r o d u c t s ;  and

WHEREAS, th e  A s s o c ia t io n  h as  b een  in fo rm ed  t h a t  th e  D iv is io n  
o f  M oto r V e h ic le s  i s  e n d e a v o r in g  to  change t h e  fo rm a t o f  i t s  
d r i v e r s  l i c e n s e s  and  i t s  s t a t e  i d e n t i f i c a t i o n  c a r d s  from  a 
p h o to g r a p h ic  sy s te m  to  a d i g i t a l  sy s te m ; and

WHEREAS, th e  A s s o c ia t io n  b e l i e v e s  t h a t  su ch  a d i g i t a l ,  sy s tem
o f  d r i v e r s  l i c e n s i n g  and  i d e n t i f i c a t i o n  w ould  re d u c e  th e
in c id e n c e  o f  m in o rs  and  u n d e ra g e  i n d i v i d u a l s  m aking p u rc h a s e s  o f  
age r e s t r i c t e d  p r o d u c t s ;  and

WHEREAS, one o f  th e  p r i m a r i l y  g o a ls  o f  th e  A s s o c ia t io n  and
i t s  i n d i v i d u a l  m embers i s  t o  p r e v e n t  th e  s a l e s  o f  ag e  r e s t r i c t e d
p ro d u c ts  t o  u n d e ra g e  i n d i v i d u a l s ;  and

WHEREAS, th e  A s s o c ia t io n  h as  b e en  in fo rm e d  t h a t  v i r t u a l l y  
e v e ry  o t h e r  S t a t e  i n  th e  U n ite d  S t a t e s  h a s  a l r e a d y  c o n v e r te d  t o  a 
d i g i t a l  d r i v e r s  l i c e n s e  and  i d e n t i f i c a t i o n  sy s te m ; and

WHEREAS, th e  A s s o c ia t io n  h as  b een  in fo rm e d  t h a t  fu n d in g  from  
th e  L e g i s l a t u r e  i s  a l l  t h a t  i s  r e q u i r e d  f o r  th e  D ep artm en t o f  
M otor V e h ic le s  t o  im p lem en t th e  new s y s te m ; . and

WHEREAS, th e  A s s o c ia t io n  h a s  been  f u r t h e r  in fo rm e d  t h a t  an 
i n c r e a s e  o f  $ 5 .0 0  i n  th e  o r i g i n a l  and d u p l i c a t e  d r i v e r s  l i c e n s e ,  
i n s t r u c t i o n  p e r m i t  and  i d e n t i f i c a t i o n  c a r d  f e e s  w i l l  p ro v id e  
s u f f i c i e n t  fu n d in g  f o r  th e  d i v i s i o n  t o  im p lem en t a d i g i t a l  
sy s te m ,

NOW THEREFORE, th e  A nchorage R e s p o n s ib le  B ev e rag e  R e t a i l e r s  
A s s o c ia t io n

RESOLVES a s - f o l l o w s :

The A s s o c ia t io n  s u p p o r ts  i n c r e a s in g  th e  d r i v e r s  l i c e n s e ,  
i n s t r u c t i o n  p e rm it  an d  i d e n t i f i c a t i o n  c a rd  f e e s  and  th e  
a p p r o p r i a t i o n  by th e  A la sk a  L e g i s l a t u r e  o f  s u f f i c i e n t  fu n d s  to  
c o m p le te  t h e  c o n v e r s io n  o f  th e  d r i v e r s  l i c e n s e ,  i n s t r u c t i o n  
p e r m i ts  and  s t a t e  i d e n t i f i c a t i o n  c a r d s  to  d i g i t a l  f o r m a t .



Submitted by: Assembly members: 
TESCHE, TRAIN1
Prepared by: Department o f  Assembly 
For reading: February 5, 2002

ANCHORAGE, ALASKA 
AR NO. 2002-47

A RESOLUTION OF THE ANCHORAGE MUNICIPAL ASSEMBLY SUPPORTING 
THE STATE DIVISION OF MOTOR VEHICLES IN ITS EFFORT TO CHANGE THE 
FORMAT OF ITS DRIVERS’ LICENSES, INSTRUCTION PERMITS AND STATE 
IDENTIFICATION CARDS FROM A PHOTOGRAPHIC TO DIGITAL SYSTEM.

WHEREAS, the Assembly has been informed that the Division of Motor Vehicles of the 
State of Alaska is endeavoring to change the format of its drivers’ licenses, instruction permits, 
and State Identification cards from a photographic system to a digital system; and

WHEREAS, the Assembly believes that such a digital system of licensing and 
identification would reduce the incidence of minors and underage individuals making the 
purchases of age-restricted products; and

WHEREAS, the Assembly has been informed that virtually every other State in the 
United States has already converted to a digital driver’s license and identification system; and

WHEREAS, the Assembly has also been informed that funding from the Legislature is all 
that is required for the Department of Motor Vehicles to implement the new system; and

WHEREAS, an increase of S5.00 in the original and duplicate driver’s license, 
instruction permit, and identification card fees will provide sufficient funding for the Division to 
implement a digital system.

NOW, THEREFORE, the Anchorage Municipal Assembly resolves:

The Assembly supports increasing the driver’s license, instruction permit and 
identification card fees and the appropriation from the Alaska Legislature of sufficient funds to 
complete the conversion of drivers’ licenses, instruction permits, and State identification cards to 
digital format.

PASSED and APPROVED by the Anchorage Assembly this 5lh day of February .
2002.

/§/____________________________
Dick Traini 
Chair

A1TEST:

is/______
Greg Moyer 
Municipal Clerk
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February 25,20Q1 , •

Representative Pete Kott 
■ State Capitol. •• •

'.. Juneau, AK 99801 -1182 ••

•' Re: HB 344.: .*•' *. r'”:

DearRepresentative'Kott, • . ", • ’ '

I would like.-PSEA 344.' We ai \
... PSEA believe -sfe^-handles•
. its system of.issuing personal and^^y|^.|licen|es...v

:•••• As a representative: of'A^k&'s Jaw. ̂ ei^ |ce 'fce^^^^rs':|^t[s' impe âllvte that we come. • 
into- the- 11* ^ekfcy.and':*fe . ^ f e e n t  th^ia!becoming the • .

.. standard forlaw W orce.m ;% /t#ci^ I&  |44  would give
, : our state’sjaw.<ep>rcement oftifcerj a boo^jin/the Pfpctg of identify^'j)e.rsons when 

the individual’s', identity; i#m quest^i^, Und^ tWs p;lj*}fate î'c t̂ion' of ̂ ^identification 
• w i U ' . b e e x t r e m e l y g a i ^ n w & v ' '  *• $ t l S ‘ "• - ‘ :*
. Moreover,' .the! | ^ e * o | | ^ f o r n ^ ^ r i s . P B ^  m^efficient ways to .

enforcement should the 
. and ID cards is a

PSEA hopes tW the4eg$h& eW l act •'Swiftly on this matter and pass HB 34& ^.f$t •

A ?  .:>«!; C-:, ..• ” ••. .

Keith ;Perrin •• '•. ' . -
Business.Mahager

■ 43CO BonJ/acc Parkway,'Suite 116, Anchorage, Alaska 99504 
Phone (907) 337-1979 ; *A X .(9 0 7 ) 337-1753 ; E-Mail psca@psca.nct

mailto:psca@psca.nct

