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The Future of State Travel

This past year has been a real test for the travel agents in our state. The airlines
have cut their commissions in half. What once was athriving enterprise is now a
business struggling to hang on by its fingernails. Even when commissions were 10
percent o fairline ticket sales, the agencies were only making it with about a 1 percent
profit margin. When the airlines cut commissions, agencies were forced to charge their
customers service fees, or risk going out of business altogether. In our little town of
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, just to
keep some oftheir corporate and State of Alaska business, have failed.

The State of Alaska has refused to pay agencies fees from the very beginning.
With some agents not charging state travelers a service fee, it was easy for the state to get
away with not paying service fees. To me this very practice goes against the state’s
willingness to support local businesses. Because the state’s travel is such a large amount
of business, agencies were willing to forgo charging the state travelers a fee, just to get
their business. However, the agency not charging a service fee to the state has paid the
ultimate price. Southeast Executravel, one ofthe agencies not charging state travelers
service fees, closed their doors this past Friday, December 8th.

Just the mere mention of The State of Alaska and travel in the same sentence is
enough to start an argument in some political 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. At the moment,
the State of Alaska has a travel policy listed in The State of Alaska Administrative
Manual for its travelers to follow. The state currently has its travelers make their own
arrangements with whomever or however they wish. Employees are simply trusted to
make their arrangements in the best interest of the state. Kim Garnero, Director of
Finance at The Department of Administration, says that the state wants its travelers to

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



with the state unwilling to pay travel agency service fees, the travelers ultimately will not
have a choice.

Another point Garnero makes in regard to contracting out the state’s travel
business is that right now the procurement code requires the state to competitively bid
where competition exists, and choose the lowest cost provider of the services needed.

This is being interpreted to mean that if an agency is not chaxb'ng a fee, then they must
be the lowest cost provider. But what guarantee is there? How dues the state know it is
not being overcharged for an airline ticket? Maybe alower fare was available, but the
agent was instructed to sell the state traveler the higher fare. Maybe there was alower
rate at the hotel, but the agent gave them the higher one because they knew it was within
the allowed per diem. At this time some travel agencies are charging fees and some are
not. In Juneau, for instance, there is one that does not charge fees and two that do charge
service fees. Since some are not charging a fee, there is no need for the state to
competitively bid out its travel. Therefore, travelers are forced by the state to use the
agencies that do not charge service fees regardless ofthe level of service the agency is
providing. The state wants its travelers to book whatever is in the best interest ofthe
state, but how do travelers know if they are getting the best deal for the state? Why does
the state leave it up to the traveler to ensure it is getting the best deal? Why is it assumed
by the state that if it is not paying a fee for a service, it is getting the best deal?

If the State of Alaska contracted out its travel, it would ensure that its travelers
received the best possible service, as well as saving the state time and money in the long
run. Travel agencies currently can help businesses negotiate with vendors (car rental
companies, hotels, and airlines), track travel expenses, provide very detailed reporting for
accounting purposes, and save the travelers time when arranging travel. Some agents
will even reconcile billings and travel claims. All ofthese services can be negotiated in a
contract. Travel companies will usually try to negotiate as much service into a contract
as a customer calls for.

Sharon Lowe, Administrative Manager for Public Health, Department of Health
and Social Services, says that when she needs to travel, all she wants to do is call
someone up, tell them where she is going, that she needs a car and a hotel, and have them

fax the confirmation to her (pers common). She does not want to spend time searching



for everything she needs on-line, nor does she wish to make a multitude of phone calls to
all the separate vendors. She does not want her staffto waste their time searching for
everything as though they were amateur travel arrangers. She needs a professional to
handle her travel for her. If Sharon and her staff are doing their own travel arranging, as
many state 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. After speaking in depth with Sharon on the subject, as well as other
coworkers, this seems to be the consensus. State travelers do not want to spend their time
researching travel, they want to be able to call a professional and have them handle it and
spend their time doing the work the state hired them to do.

A travel professional that is ...killed at booking govemment reservations, which by
the way is a specialty in the travel business, is a highly revered individual. They usually
have many years of experience and know which vendors will give govemment travelers
the best deals. When | called American Express Travel and spoke to Sanci Raynor (pers
comrnun), a Govemment Travel Counselor, she was able to tell me right o ff the top of her
head how much a govemment rate is at the Hilton in Anchorage, and at the Warwick in
Seattle. She knows exactly who has the lowest govemment rate for a car rental, and what
the best deal on an airline ticketis. The software that is available to a travel professional
is different thaD what is available to the public. A travel agent has all the airline rates on
one screen, enabling her/him to seejust who has the lowest fares. The same goes for car
rentals and hotels. |f state travelers are using unskilled agents or the Internetto book
their travel, perhaps they are not using all of the travel discounts they could be.

Because the Internet has become a whole new world for 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 will spend as much as four
hours researching, then only to find he booked himself on a misconnect (he didn’t give
himself enough time to catch his connection). When he arrives in Sydney, trying to get
through customs turns into a nightmare. There was no one on the Internet to advise him
that he needed a passport and a visa to enter the country. Finally he makes it out of the

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



international date line) and now he has no where to stay. All ofthese things could have
been avoided by using a professional.

Another thing you may not realize about booking airline tickets on-line that
involve more than one carrier is you and your luggage may have problems making it to
your destination. When you have one ticket that is Juneau to Seattle on Alaska Airlines
and another ticket Seattle to Minneapolis on Northwest Airlines, Alaska Airlines is only
obligated to protect you to Seattle if 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 ticket once you arrive
in Seattle. Any seasoned rraveler knows this is not something they want to have to deal
with, especially if they are on business travel.

Something else the state may want to take a hard look at is negotiating with
vendors. Travel agencies will negotiate on behalf of the state for special rates. Some
travel companies, such as American Express Travel, already have negotiated rates in
place for their clients. Shannon Wiley, Manager ofthe Juneau American Express Travel
office, told me that her company has negotiated rates with car rental companies, hotels,
and airlines world wide that any oftheir customers can use (pers commun). Up to this
time, the state has not had any luck negotiating a special rate with any airline; however,
with the buying power of a large travel company, it may have a better chance. For
example, Green’s Creek Mining 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 talking about one airline ticket, but when you are talking about thousands
of tickets, it adds up.

W ith travel companies willing to track travel expenses and reconcile billings and
travel claims, what state traveler or state accountant wouldn’t want to contract it out?
The money the state spends on these activities alone would most likely pay for the
contract within the first month. The state has a very outdated accounting system.
Corporate travel companies spend millions on keeping their 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 for what they want in backroom services,

and the travel company would most likely 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 wantto be in the travel
business are leaving it up to the professionals. The State of Alaska needs to move into
the twenty-first century. If it were to contract out its travel, it would save time for its
accountants as well as its travelers. Outsourcing allows state workers the opportunity to
cut down travel problems by using a professional agent and the state would have more
negotiating power with vendors. All ofthese things together make good business sense

and would save a great deal of money for the state in the long run.



Works Cited

Administrative Manual. State Procurement Code, State o f Alaska,
December 1, 1999.

Garnero, Kim. Personal Interview. December 4,2000.

Lowe, Sharon. Personal Interview. November 28,2000.

Raynor, Sanci. Personal Interview. November 29,2000.

Wiley, Shannon. Personal Interview. December9,2000

Works Consulted
Administrative Manual. State Procurement Code, State o f Alaska.
December 1, 1999.
Garnero, Kim. Personal Interview. December4,2000.
Lowe, Sharon. Personal Interview. November28,2000.
Raynor, Sanci. Personal Interview. November 29,2000.

Wiley, Shannon. Personal Interview. December 9,2000



Travel industiy
braces for new

profit obstacles

Yho Neew York Times

NEW YORK-A little more
than 20 years ago, Valerie Ann.
Wilson "used family money -0
open a travel agency: e

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, Jenniter Wilson-
Buitigieg, 34, and Kimberly
Wilson ett%/ 31. Last year, the
agency bad $260 million’in sales.
And on Sept. 10, this was Iookmq
to'oe one of thq agency’s hes

® yEars ever. :

1d

—

Then, on.Sept. 11, two planes .

smashed info the World ‘Trade
Center, another bit the Pentagon
and another crashed in a field in
Pennsylvanja. Matters were
made waorse by the looming reces-
sion ancl_the."Novemper crash «£
Flight 587 in. Belle- HarbGri
Queens. ' o o
. Now some .forecasters are
warning that waves of failures,
bankruptcies and layoffs - are
ab_ol%t, fo 6weep through/the in-
fistry.

."Tf\{ere were definitely signs
even hefore thie 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-
Forate ‘and leisure travel and how
ong it might he. before we rei

. cover.” T
WI]SOH-BUttIEIeg said it would

be hard to pick a business that

has been hit harder by the events

of the last, few months. Thfe

American SometYh of Travel
a

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. . L

mihat los

" well tbe.t_he
countr
. 40to 8{3

. commisBions,it, pai

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

.0f large cutS made by corpora-

tions' in their travel- and enter-
tainment budgets .because of the

slowing economy. e
In “addition,” the. airline in-

- dustry.cut commissions .o travel

agencles in:August to $20 per. do-
mestic flight, from $50. . .
_ After the-attack,\ Wilson de-
cided a([;alnst trying to. recouq
revenue’ immediately a
the cost ofthe consumer. -
There may be more people
fl\ll?/m% a(%aln, but business.at most.
anhattan agencies, which may
ardest hit In_the
is down anywhere from
65 percent,, according to the
agencies. Hundreds of employees
have been laid off at Manhattan
agencies .alone, *agency officials
said, mnd .many" Smaller opera-
tions, with-high fixerJ .and
little room for revenue -growth’
seem on the verge of going out of

business *.-

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

. bi_?_ citieB, and”.] think other big

cilies.are coming back quicker .
than New-!'Y ofk,said  Andy
Pesky, the president of ProTra-.
vel-Zenith Group, the high-end
company, is .based .on  Madison
Avenue™arid has offices in Milan
Londan, Beverly Hills, Calif., and
elsewhere in the United. States
a_nd{Euro[g)e. “The phones are
ringing,” e_sk?/ said, “but people
are more .'likely to'he calling, to
cancel'a trip than make a. réser-
vation.” " _ )
. Sweeping changes in the air-
line busineSs changed the lives'o
travel agents well bifore Sept. |,
.The “most fundamental shift
came in the mid-1990s, when the
airling- mdust(rjy -decided it was
going . to. gra uallg reduce the
travel ageqts’

. for brln%lng In customers. Before
S

)

*the mo _
. flat fees of $50 per ticket; then
20 per ticket — commissions on
domestic flights had dropped to 8

percent from 10 percentin 1995.; e

_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

could be boughtin bulk. - -

recent recluctions r-".to .



IMp://old-www legis.siate.ak.us/cgi-bm..doc/(U3995}/pageilems=ibody)/hiis_onl:

tS1 Sec. 39.20.140. Travel costs and travel outside the state.

(a) The Department of Administration may not pay an official or employee for per diem or
transportation costs unless the travel is clearly necessary to benefit the state.

(b) The Department of Administration may not reimburse an official or employee or pay for more than
the lowest tourist class fare for the most direct route unless

(1) tourist class accommodation is not available;
(2) waiting for tourist class accommodation would occasion adelay harmful to the state; or

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

(c) When the Department of Administration authorizes more expensive travel under (b) (3) of this
section, it shall file ajustification for that authorization with the travel voucher. When fares other than
tourist class are authorized under (b) of this section, the Department of Administration may not reimburse
the official or employee or pay for more than the lowest first class fare available.

(d) Officials and employees are authorized to travel only the least number of days necessary to
transact the business involved, to secure return passage, and to return.

(e) Every official and employee shall, unless otherwise authorized by law to travel outside the state,
obtain prior approval for travel outside the state from the head of the official's or employee's department or
from an immediate supervisor, or from the Department of Administration if the official or employee is not
within a department or is not under the direct supervision of an official or supervisor. If an employee
deviates materially from the travel authorized under this section, the employee must obtain approval for
the deviation from the person who approved the travel before the Department of Administration may
reimburse the employee for the travel.

[ rft
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AK FAIR TAX (amounts in thousands)

Income (lower)--—---> 0.000 10.000  20.000  30.000
Average AG |- > 4.038 14.851 24.791 39.366
Income (upper) — > 10.000 20.000  30.000 50.000
Base bracket rate 1.00% 1.50% 2.00% 2.00%
No. of returns/bracket 92,596 47,406 38,368 54,758
Eff rate (bracket max) 0.54% 0.68% 0.81% 0.92%
Bracket rate 0.54% 0.81% 1.08% 1.08%
Bracketamount max 0.054 0.081 0.108 0.216
vurn amount max 0.054 0.135 0.243 0.459
Cum amount ave AGI 0.022 0.093 0.187 0.344
Eff rate @ ave AGI 0.54% 0.63% 0.75% 0.87%
Eff. sales rate (303) 2.24% 2.08% 1.90% 1.73%
Bracket revenue 2019 4423 7165 18845
NOTES:

Income (lower) — > Lower limit of income bracket

Average AG |- > Average Adjusted Gross Income (AGI) within bracket

Income (upper) — >
Base bracket rate

Base mult 0.54

Upper limit of income bracket
Base tax rate on income within bracket limits (hase rate X base mult factor = brae <et rate)

No. of returns/bracket Total tax returns with AGI falling within bracket |

50.000
61.393
75.000
1.30%
43,651
0.85%
0.70%
0.176
0.635
0.539
0.88%
1.58%
23527

75.000
85.964
100.000
1.30%
24,213
0.81%
0.70%
0.176
0.810
0.711
0.83%
1.53%
17227

100.000
118.484
150.000
1.25%
16,249
0.77%
0.68%
0.338
1.148
0.935
0.79%
1.47%
15189

Eff rate (bracket max) Effective tax rate for a taxpayer whose AGI is at the upper limit of the bracket

Bracket rate
Bracket amount max
Cum amount max

Cum amount ave AGl Total tax owed if AGI = average for bracket

Eff rate @ ave AGI
Eff. sales rate (303)
Bracket revenue
Total Rev

Effective tax rate for a taxpayer whose AGI is average for the bracket
Average sales tax paid expressed as a percentage of AGI (3% sales tax from HB 303)

Total revenue from returns with AGI within bracket
Total revenue from all brackets

150.000
170.766
200.000
1.10%
3,925
0.72%
0.59%
0.297
1.445
1271
0.74%
1.38%
4988

200.000
283.772
500.000
0.30%
3,356
0.39%
0.16%
0.486
1.931
1.580
0.56%
1.03%
5303

500.000
675.418
1000.000
0.05%
486
0.21%
0.03%
0.135
2.066
1.978
0.29%
0.48%
961

1000.000
1982.316
over
0.04%
196
0.02%
2.278
0.11%
0.24% Total Rev
446 $100,093
Alaskans Pay
Sales $93,087
Fair $75,070
Savings $18,017

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)

Maximum amount of tax for income within bracket
Total tax owed if AGI = upper limit of bracket

4/22/2002
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AK FAIR TAX armunts in th mi50945
Income(ower) 10.000 B"%50005] 0000 50000 75000 100000 150000 200000 500000 1000,000
Average AG------ > 1UHl 24091 036 61383 Ho%4 11844 10/ 23772 6/HAIS 1982316
Inco p —> 10000 pil) 000 5000 A0 100000 150000 200000 500000 1000000  over
Prack [ae 1.00% 150% 20000 200% L% 130% 125% L1% 030% 00% 0.04%
refum rac et Rop 446 B MM Bl 24203 16249 395 33X 4 1%
Eff eS racketmax)  0.9% 1% 14% 161% 14% 14% 13% 126% Q6% 0.30%
0.95% 14% 18% 18% 120 12% 118% 10% 028% 00% 00%
Br etamount ITBX 0.0% 0142 0189 8.7 0307 0 888% 050 0&%L  023%
Qumamount mex 0.0% 02 045 0 1110 1418 2 208 3318 36D
untaveAGI 0,038 0163 0327 0el2 098 12 160 224 2/ 34l 396
Tamy G ae tm bR o 10 DR MR S U e
La7/0 AN/ (970 Q70 070 170 w070 70 5070 .a7/0
et revenue 53 70 159 3919 412 N4 680 8N W R H £175,164
NOTES: Aaskans
Income Iower —> Lower limit of incone bracket e b0
% ,,,,,,, > Average Adjusted Gr Income (AGI) within bracket %r 131,373
Inco per —> U rmrto rncorre jacke Savings 31,52
BaeePra etr tax rate on Erl]rr bracket Ibmr gbase rate X hase mult factor = brag <t rate)
E °ere“#5”c e{mnrggtT ectrt\?e(gtrurm%\/\grat am i att r limit of the bracket
gg $ Tax rate rlor aJ?[ncome W %racket (Inotet aLa}]t \ers vvrﬁr Income In a bracket pay the same rate for the income in that bracket)
etamountrrax mamcunto ax for rnrfome hin bracket
Qumamount mex__ Total tax owed [f Al = Vge o bracket
untae AG Tof altaxovvec = for bracket.

Eif rate @ave AG E ectrve ax raIe orat oseAG IS aver e or the bracket

B, sdestate (303) A sales fax WPerc%nt AGl (3% sdles tax from HB 303)
Bracket revenie TotaI evenue 1o a?t% vvrth AG within bracket

otal Rev Total revenue from all brack

4222002
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AK FAIR TAX (amounts in thousands) Bagor% 15
Income (lower) — > m 10000 0. 0000 5000 75000 1%% 150000 200,000 50000g
Aver?r%e G- A0% 1481 24701 03 61393 X 1 1060 23712 6541 1982 316
Inco upger —> 10000 20000 3000 5000 7000 100000 200000 500,000 000
Base bracket rate 1.00% 150% 20000 2000 130% 130% 125% 110% 030% 005% 004%
Aﬁ ofreumslracket 92598 4idp BB HM 4Bl 24213 16249 392§ 3
Eif rate $brac et max) 1.35% 1.(6)%% 2000 2300 21%  203%  191% 181% 09/% 052
Bracket rate 1.35% 2000 27000 270% 17 176% 16% 14% 041% 00% 0.05%
Bracket amount max 01% 0.203 8%88 0.528 049 049 084 0Of 12
Qmamount mex 013h 8%% . 11 156 205 2.%%9 36011 4806 51H

unt ave AG 0055 . 0467 0860 13347 179 233 31 3 564

rate @ave 1.35% 15% 188% 219% 219% 200% 19% 18% 13% 0./3% 8.29%

. saesTate (303) 2.20% 2000 190% 1/3% 15% 15% 140% 138% 103% o 0.24% tal Rev
Bracket revenue 58 107 1912 47113 58817 39713 1240 ]JiG 234
NOTES:

Income Iower -> Lower limit of income bracket %23 %

% ------- > ver AdJLF[ed (G0ss Income (AGI) within bracket %%675
Inco upge Imit OF Income hrackef Savlrgs
Base [al tax rate on iIncome within bracket limits gbase rate X base mult factor = brae <t rate)

t ere l#ge racke)t L tea(|:t|t\7ae( rg)t(urrn%v%trhaAtGl an Wl o %?(f at the upper limit of the bracket

imi
Bri etSat Tax rate For al?[ axRaR/ %racket (‘note t%atamt \ers V\nﬁ] Income In a bracket pay the same rate for the income in that bracket)
Bracket amount max l\/a)arrumarmun t of tax or|n hin bracket
Qumamount max ax oned fAGI m|t of r ket
OffnamountaveAGI taJ axcmed| e I br

Erf rate @ ave AG ectlve raIe or AGI IS aver or the br ts)aacket

Erf etesr&a}gn&?eog TotaI evenue vv|th A%IS 3\nth|rr?e or At (S saes taxfrom FB 38
Rev Total revenue rom 4222002




How the Alaska Fair Tax Works

The Alaska Fair Tax is abroad-based revenue measure to help fix the fiscal gap and to
preserve healthy Permanent Fund dividends far into the future. It combines the best features
of sales and income taxes and, as part of an overall fiscal plan, would help protect the
Permanent Fund and Budget Reserve Fund for another generation of Alaskans.

Like asales tax ...
everyone pays something; and
the amount is similar to what individuals would pay under a sales tax.
Like an income tax ...
it’s deductible on many federal tax returns (you can’t deduct sales taxes);
it doesn’t interfere with existing sales taxes in 97 communities; and
workers who earn money in Alaska but live Outside would pay.

Most tax returns will be simple enough to fit on a single piece of paper and only take a minute
to fill out. You'll just copy Line 33 from your federal tax return (adjusted gross income) and
then look up the amount on the state tax table. Adjusted gross income is all income minus
IRA contributions, alimony, student loan interest and afew 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. If state revenues improve through higher oil prices or new
development such as the natural gas pipeline and refill the Budget Reserve Fund, the Alaska
Fair Tax rate would go down so the state doesn’t collect any more money than is needed for
essential public services and an adequate reserve.

Here's how much you would pay if the tax were set to raise $250 million ayear:

If 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%

*|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 for many Alaskans. Unlike a sale: tax, the variable rate
schedule of the Alaska Fair Tax would not impose an unduly heavy burden on low-income
Alaskans. And, unlike atraditional income tax, it would not penalize the success of higher-
income Alaskans.

Representative John Davies, 4/27/02

lHow  *V



The Alaska Fair Tax

Representative John Davies
April 22, 2002

The Alaska Fair Tax is based on adjusted gross income (AGI) and
designed to raise from individual taxpa%ers approximately what
they would have paid if a sales tax had been enacted. Itis a “sales
tax” that is paid once a year, does not impact municipal sales taxes
and which can be deducted from federal taxable income. The
Alaska Fair Tax, therefore, is least disruptive of the economy
because it does not upset the local balance of taxation and causes
the lowest loss of’]obs. Itis fair because everyone pays it,
Including those who live Outside, everyone ﬁays the same tax on
each bracket of income, success is not punished, and some
allowance is made for those in the lowest income brackets. The
Alaska Fair Tax reflects the responsibility that everyone has to
help support our system of government, regardless of income level
or sBendmg habits. Coupled with fair use of half the earnings from
the Permanent Fund, it can substantially fill the fiscal gap. The
Alaska Fair Tax is offered unabas.hedIK as a compromise to help
break the stalemate in which we find the debate on how to balance

the budget.



FISCAL NOTE

STATE OF ALASKA
2002 LEGISLATIVE SESSION

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

2d CSHB303(RLS)

Dept. Affected: Revenue

Title: Individual Income Tax BRU: Revenue Operations
Component: Tax Division
Sponsor: Representative Whitaker
Requester: House Component Number: 2476
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 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
Estimate of any current year (FY2002) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2002 budget proposal:
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 ifnecessary)
See attached page
Prepared by: Larry Persily, Deputy Commissioner Phone 465-5469
Division Department of Revenue Date/Time 5/3/2002 2 p.m.
Approved by: Larry Persily, Deputy Commissioner Date 05/03/2002
Agency Department of Revenue
For distribution information, call the Governor's Legislative Office
Page I of 3__
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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 ESTIMATE

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.
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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.
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SENATE CS FOR CS FOR HOUSE BILL NO. 305( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): REPRESENTATIVES MURKOW SKI, HARRIS, MULDER, JAMES, Hudson, Green, Guess,

Dyson, Foster

A BILL
FOR AN ACT ENTITLED
"An Act prohibiting certain state employment, a student loan, or a permanent fund
dividend for a person who fails to register for the military selective service; and

providing for an effective date."

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

* Section 1. AS 14.43.125(a) is amended to read:
(a) A person is eligible for aloan if the person
(1) is
(A) enrolled as a full-time student in a career education,
associate, baccalaureate, or graduate degree program;
(B) enrolled as a half-time student in a career education,
associate, baccalaureate, or graduate degree program
(i) in the state; or
(ii) out ofthe state and is physically present in this state

while attending that program; or

-1- SCS CSHB 305( )
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(C) agraduate of a high school or the equivalent, or scheduled
for graduation from a high school within six months, who, at the time of loan
disbursement, will be enrolled in compliance with (A) or (B) of this paragraph;

(2) is not delinquent and has never been in default on aloan previously
awarded by the commission;

(3) is aresident of the state at the time of application for the loan; for
purposes of this section, a person qualifies as a resident of the state if at the time of

application for the loan the person

10
1

12
13
14
15
16
17
18
19
20

21

22

23
24
25
26
27
28
29
30

31

(A) has been physically present in the state for at least one year
immediately before the time of application for the loan with 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 of application for the loan with the intent to remain indefinitely, and
the person has been present in the state for at least one year of 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 for one year of the
immediately preceding five years;

(C) has been physically present in the state for 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 initial period of up to three years on
active duty as amember of the armed forces ofthe United States;

(ii) serving for up to three years as a full-time volunteer
under the Peace Corps Act;

(iii) serving for up to tliree years as a full-time volunteer
under the Domestic Volunteer Service Act of 1973;

(iv) required medical care for the applicant or the

applicant's immediate family;

(v) being a person who otherwise qualifies as aresident

SCS CSHB 305( ) -2-

New Text Underlined [DELETED TEXT BRACKETED]



10
11

12
13
14
15
16
17
18
19
20

21

22

23
24
25
26
27
28
29
30

31

WORK DRAFT WORK DRAFT 22-LS1209\0

and is accompanying a spouse who qualifies as a resident under (i) -
(iv) ofthis paragraph;

(vi) an absence allowed under (D)(i) - (iv) of this

paragraph; or

(D) is a dependent of 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
recognhized by the commission;
(if) attending a school as a full-time student;
(iii) full-time employment by the state;
(iv) being a member of or employed full-time by the
state's congressional delegation;
(v) being a person who otherwise qualifies as aresident
and is accompanying a spouse who qualifies as a resident under (i) -

(iv) ofthis paragraph;

(4) does not have a past due child support obligation established by
coun order or by the child support enforcement division under AS 25.27.160 -
25.27.220 atthe time ofapplication or loan disbursement;

(5) has not, within the previous five years, had a loan discharged or
written off by the commission for any reason;

(6) does not have a status, at the time of the application for a loan or
disbursement of loan funds, that would prevent the person from repaying the loan as it

becomes due;

(7) has not within the previous seven years defaulted on another loan,
made to the person by alending entity unless the person can show good faith efforts to
repay the loan and. extraordinary circumstances that led to the default; [AND]

(8) does not have a credit history, at the time of application for a loan,
that demonstrates chronic inability or unwillingness to pay an extension of credit or

loan as it becomes due; and

3- SCS CSHB 305( )
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(9) has complied with the military selective service registration
requirements iiwosed under 50 U.S.C. Add. 453 (Military Selective Service Act),

if those requirements were applicable to the person.

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

(c) In addition to the provisions of (a) of this section, a borrower is eligible for

aloan under AS 14.43.170- 14.43.175 if the borrower

(1) is not delinquent on and has never been in default on a loan
previously awarded by the commission;

(2) atthe time of 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, within the previous five years, had a loan discharged or
written o ff by the commission for any reason;

(4) does not have a status, at the time of application for a loan or
disbursement of loan money, that would prevent the borrower from repaying the loan

as it becomes due;

(5) has not within 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;
[AND]

(6) does not have a credit history, at the time of application for a loan,
that demonstrates chronic inability or unwillingness to pay an extension of credit or

loan as it becomes due: and

(71 bhas complied with the military selective service registration
requirements imposed under 50 U.S.C Ann. 453 (Military Selective Service Act),

if those requirements were applicable to the person.

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

(a) A person may apply for and obtain a family education loan on behalfof a

family member if
(1) the borrower

(A) is aresident of the state at the time of application for the

-
New Text Underlined [DELETED TEXT BRACKETED]
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loan; for purposes of this paragraph, a borrower qualifies as a resident of the
state if the borrower has been physically present in the state for at least one
year immediately before the time of application for the loan with the intent to
remain indefinitely or, if 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) - (vi);

(B) satisfies the requirements of AS 14.43.125(alf61 - (9)
[AS 14.43.125(a)(6)-(8)];

(2) the family member

(A) is enrolled as a full-time student in a career education,
associate, baccalaureate, or graduate degree program; or

(B) is a graduate of a high school or the equivalent, or
scheduled for graduation from a high schoc 1within six months, who, at the
time of loan disbursement, will be enrolled in compliance with (A) of this
paragraph; and

(3) neither the borrower nor the family 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 atthe time of application or loan disbursement;

(C) has, within the previous five years, had a loan discharged
or written offby 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, partially exempt, or
exempt service unless the person has complied with the military selective service
registration requirements imposed under 50 U.S.C. App. 453 (Military Selective
Service Act), if those requirements were applicable to the person. Notwithstanding
AS 39.25.110, this subsection applies to employees in the exempt service except

(1) ajustice, ajudge, or a magistrate;

-5- SCS CSHB 305( )
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(2) the governor or the lieutenant governor;
(3) amember of the legislature;
(4) a person appointed under art. Ill, sec. 25, or art. Ill, sec. 26,
Constitution of the State of Alaska.
* Sec. 5. AS 43.23.005(a) is amended to read:
(a) An individual is eligible to receive one permanent fund dividend each year
in an amount to be determined under AS 43.23.025 if the individual
(1) applies to the department;
(2) is a state resident on the date of application;
(3) was a state resident during the entire qualifying year;
(4) has been physically present in the state for at least 72 consecutive
hours at some time during the prior two years before the current dividend year;
(5) is
(A) acitizen ofthe United States;
(B) an alien lawfully admitted for permanent residence in the
United States;
(C) an alien with refugee status under federal law; or
(D) an alien that has been granted asylum under federal law;
[AND]
(6) was, at all times during the qualifying year, physically present in
the state or, if absent, was absent only as allowed in AS 43.23.008; and
(7) was in compliance during the qualifying vfar with the military
selective service registration requirements imposed under 50 U.S.C. App. 453
(Military Selective Service Act), if those requirements were applicable to the

individual.

* Sec. 6. The uncodified law of the State of Alaska is amended by adding a new section to
read:

APPLICABILITY. This Act applies to a person who seeks employment with the

state, applies for an education loan, supplemental education loan, or family education loan

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

effective date of the appropriate corresponding section of this Act.

SCS CSHB 305( ) -6-
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* Sec. 7. Sections 1- 3 and 6 of this Act take effect July 1, 2003.

* Sec. 8. Except as provided in sec. 7 ofthis Act, this Act takes effect January 1, 2004.

-1- SCS CSHB 305( )
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A laska State L egislature

Sen. Gnry Wilken, Co-Chair

Sen. Bettye Davis

Sen.Loren Leman

Sen. Randy Phillips

Sen.Alan Austerrnan, Alternate

Public Members: Jake Lestenkof s John Hoyt « George Vakalis « Dean Owen ¢« Frank Love

J oint A r m ed S er vices C o mm

January 17, 2002

Representative Lisa Murkowski
Special Committee on Military and Veterans' Affairs

Alaska State Legislature
Juneau, Alaska 99801

Dear Representative Murkowski:

Rep. Eldon Mulder, Co-Chair
Rep.Jeannette James

Rep. John Harris

Rep. Reggie Joule

Rep. Lisa Murkowski

Rep. Bill Hudson, Alternate

e Charles Wallace

it t e e

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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JAN 25 '02 01:06PM BLFiTCHIEY MID SCHOOL P 2/2

To: T?&Senate
From: LTC Victor Van Hom, _
SSS Detachment Commander* Alaska Army National Guard

Educator tor the Sitka School Borough
Re; SSS Legislation

Iam Infull support of the legislation for the Selective Service System BIill. As on
educator, Iknow 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 Wil violate the Federal law- even
though the SSS hasnt prosecuted anyone lately doe9 not mean we dcTt need
the legislation. But by helping a student to regls rar, we Wil keep himfiom
violating Federal law and subject to $250,000 maximum fine, a prison’erm of up
to five years, or a combination of both. Itis hard enough to make ftwitl tout

utting another burden on these young kids. Our Jobs as citizens, educators, and
egislators 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, Iknow 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, we
have many other tasks to complete in order to be ready whan we do Incorporate
a draft, itis not an easy task to got registrars in all thB _|?h schools InAlaska-
right now we are at 90% of the high schools have a registrar on their staff. \We
need 100% high school to have registrars Inorder to be effactivB, 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 Inorder to make sure the draft Is fair and equitable for everyone.

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

£ - 1 -
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SELECTIVE SERVICE SYSTEM

FAXND 7209411685

P. (3

AEPCRT NO. REGSTATS4

ORRENT  PRIOR
YCB YCB
STATE 1983 1982

4,688
24,008
171,761
18,223
863
5,566
20,009
9,501
17,466
32,453
32,905
122
6,544
5,099
11,995
11,309
8,727
22,937
19,946
5,756
17,303
7,873 34,374
1,091 3,948
ns==at:==:ji:==qass =s7,
TOTALS 109,530 485,495

aecssBSBsB aessssatisssK

NATIONWDE STATISTICS

1,113
5.188
35,185
4,507
143
1,271
5,158
2,458
4,415
7,825
0,380
28
1,556
1,558
3,186
2,600
1,892
4234
4,614
1,561
3,614

7 XZSBIREZMESTEEHTSILBRRER

YCB 19S3
YCB 1982

Draft Eligible (76-81)

All YCB (76-83)

mvsssQ «eiBs=aak:sssaaftrB 8 Pas=cs3Btt(=

DATE PREPARED 06/27/2001

REGISTRATION STATISTICS REPCRTING SYSTEM

REGISTRATION STATISTICS
FOR MEDIA RELEASE
As Of

April 30, 2001

YCB YCB YCB YCB TOTAL
1979 1970 1977 1976 AL YOB
—=axHc=— ::3>B3SSBI<K!£SS'?805tSpaBSIt|&:

4,599 4,412 4,251 4,061 32,863
28,222 26,716 26,548 26,246 195,160
200,782 192,782 194,120 194,862 1399579
25,721 24,107 23,947 23,195 172,773
1,205 1,101 1,099 7,899
6,727 6,474 6,276 46,557
20,790 20,841 19,657 151,990
9,799 9,971 9,391 72,362
17,474 17,680 17,100 131,738
32,881 31,929 30,477 241,438
35,655 35,613 33,775 258,238
228 246 236 1,470
6,824 6,881 6,500 49,613
4,902 5,070 4,745 37,087
12,015 12,070 11,53? 89,474
12,464 12,339 12,0"". 89,298
9,163 8,900 8,jo2 67,466
23,906 24,348 23,944 175,517
21,273 21,304 20,515 155,408
5,693 5,689 5,567 42,858
19,314 19,588 18,958 139,053
38,818 39,641 36,144 36,082 35,150 266,576
4,183 4,294 4109 4,199 3,814 30,139
aattSszaaels—s-K—a—alBB:s/\SM bcssaiaisaies=aaai::=saBB>»S
556,929 572,394 554,645 528,603 529,191 517,769 3854556
iK2t:sssa«c2sJ = =;3r«55ss=rc;ares==sra*s: ===;"«KJ3=!=;3®eaa«s*»a»et:=r*a»BK —==
ACTUAL ESTIMATED
REGISTRATIONS QOVPLIANCE RATES
360,443 75.9%
1,542,420 73.6%
10, 405 728 90,3%
12,388,591 87.4%
3=aasc==biiBar==Biaess:="aicsssonass-saaknrcsse

YCB YCB
1981 1980

4,818
29,828
207,281
27,022
1,186
6,889
22,353
10,661 10,357
19,485
35.631
38,169 37,432
219
7,149
5,328
13,376
13,200
10,257
25,916
22,806
6,360
20,525

4,929
28,404
202,806
25,971
1,113
6,384
21,364
10,224
19,279
35,599
36,309
174
7,083
5,217
12,781
12,791
10,062
24,978
22,824
6,169
19,467
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T heS elkctve Servie Sysem h e re g sSra @ n program

foor A m erca $youngm enporovide ourtrN a o n w ih

America's only time-proven, inexpensive defense manpO\Ner Insurance pO“Cy in a
still dangerous and uncertain world, and a hedge against underestimating the num-
ber of soldiers needed to fight in a future crisis.

A visible symbol ofnational resolve to America's potential adversaries.

A link between society-at-large and today's volunteer military, demonstrating that
America's young men are responsibly standing ready to serve should a national

crisis demand it.

A proven, time-tested method of conducting a military draft in a crisis that would,
from the outset, be the most fair and equitable draft in our nation's history.

A small and efficient government agency, operating at a minimum essential bud-
get level. Recent budgets have been consistently less than the Fiscal Year 1985
budget of $27.4 million.

A system that can conduct a skill specific draft, should the military find itselfshort
ofpersonnel with critical skills in a national emergency (i.e., medical personnel).

Maintenance of a low cost infrastructure, existing in a variety of forms since 1917, to
provide America with the ability to plan and operate an emergency conscription program.



Chair:

Labor and Commerce

Member:

Military and Veterans Affairs
Community and Regional Affairs
Legislative Council

Joint Armed Services

Alaska State Legislature .
gt “ Session:

Alask'a State Capitol

Juneau, AK 99801-1182

Phone: (907) 465-3783

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

Interim:
716 W est 4th Avenue

Anchorage, AK 99501-2133
. . . PHONE: (907) 269-0174
Representative lisa M urkowski Fax: (907) 269-0177

Government Hill « Elmendorf « East Anchorage

Sponsor Statement

HB 305

“An Actprohibiting certain state employment, a student loan,
orapermanent fund dividend for a person who fails to register
for the military selective service; and providing for an affective

date.”

In an effort to encourage military selective service registration for all eligible persons, | have
introduced HB 305. The intent of this legislation is to ensure that Alaskans arc
knowledgeable about the military selective sendee registration system and will register
promptly. This is particularly timely in view of the attack on 2\merica on September Illhand
die resurgence of patriotism and sendee to protect our freedom and way of life in our

country.

HB 305 requires any United States male citizen who is between the ages of 18 and 26 to
comply with the federal selective sendee registration requirements, if applicable, when

applying to receive:

Certain state employment
An Alaska student loan

A permanent fund dividend

Failure to timely register widiin 30 days of turning 18 will result in ineligibility for die above
state benefits. Federal law already requires military selective service registration, with
consequences for not registering. A male U.S. citizen, who is 18 and meets die requirements
0f50 U.S.C. App. 453 and has notregistered for the selective sendee, is subject to a fine of
3250,000 and up to five years in prison. Registration is also a requirement to qualify for
federal student aid, job training benefits and most federal employment. The US Immigration
and Naturalization Service makes registration with die selective service a condition fo~US
citizenship if die man first arrived in die U.S. before his 26th birdiday. Twenty-eight odier
states have or are considering legislation which attaches conditions of service for eligibility
for certain programs and state benefits. With this legislation, Alaska will join diose other
states in ensuring compliance with the federal registration requirements.



FISCAL NOTE

STATEOF ALASKA
2002 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
Title Noncompliance

with Selective Service
Sponsor Rep. Murkowski

Requester Senate State Affairs

Expenditures/Revenues

Fiscal Note Number:
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OPERATING EXPENDITURES FY 2003
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 00
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FUND SOURCE
1002 Federal Receipts
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1004 GF
1005 GF/Program Receipts
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We do not expect this hill to have a fiscal effect on the operations of the Permanent Fund dividend

program,

See Page 2 for further discussion.

Prepared by: Nanci A. Jones

Phone 465-2323

Date/Time 4/21/02 3:16 PM
Date 4/21/2002

Division Permanent Fund Dividend
Approved by: Larry Persily, Deputy Commissioner
Agency Department of Revenue

(Revised 9/2001 OMB)
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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 of Senate State Affairs
From: Representative Lisa Murkowski J/ /
Date: March 25, 2002 »

Re: Hearing Request

Session:

Aiaska State Capitol

Juneau, AK 99801-1182

Phone: (907) 465-3783

Fax: (907) 465-2293
Reprocmam'c_Lisa_Murko\vski(?lcgis.state.aduis

Interim:

716 W est 4th Avenue
Anchorage, AK 99501-2133
Phone: (907) 269-0174

Fax: (907) 269-0177

Please schedule House Bill 305, the “Selective Service Registration Awareness and
Compliance Act”, to be heard in the Senate Standing Committee of State Affairs as soon

as possible.

Included with the request is:
1) Latest version of HB 305
2) Fiscal Note
3) Sponsor Statement
4) Letters of Support
5) Informational Testimony

Thank you for your consideration.
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CS FOR HOUSE BILL NO. 305(STA)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY THE HOUSE STATE AFFAIRS COMMITTEE

Offered:
Referred:

Sponsor(s): REPRESENTATIVES MURKOW SKI, HARRIS, MULDER, JAMES, Hudson, Green, Guess,

Dyson, Foster

A BILL
FOR AN ACT ENTITLED
"An Act prohibiting certain state employment, a student loan, or a permanent fund
dividend for a person who fails to register for the military selective service; and

providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section
to read:
SHORT TITLE. This Act 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 for aloan if the person
(1) is
(A) enrolled as a full-time student in a career education,
associate, baccalaureate, or graduate degree program;

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

-1- CSHB 3U5(STA)
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associate, baccalaureate, or graduate degree program
(i) in the state; or
(ii) out of the state and is physically present in this state
while attending that program; or

(C) a graduate of a high school or the equivalent, or scheduled
for graduation from a high school within six months, who, at the time of loan
disbursement, will be enrolled in compliance with (A) or (B) of this paragraph;

(2) is not delinquent and has never been in default on a loan previously
awarded by the commission;

(3) is aresident of the state at the time of application for the loan; for
purposes of this section, a person qualifies as a resident of the state if at the time of
application for the loan the person

(A) has been physically present in the state for at least one year
immediately before the time of application for the loan with 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 of application for the loan with the intent to remain indefinitely, and
the person has been present in the state for at least one year of 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 for one year of the
immediately preceding five years;

(C) has been physically present in the state for 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 initial period of up to three years on
active duty as a member of the armed forces of the United States;

(ii) serving for up to three years as a full-time volunteer
under the Peace Corps Act;

(iii) serving for up to three years as a full-time volunteer

2-
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under the Domestic Volunteer Service Actof 1973;

(iv) required medical care for the applicant or the
applicant's immediate family;

(v) being aperson who otherwise qualifies as a resident
and is accompanying a spouse who qualifies as a resident under (i) -

(iv) of this paragraph;

(vi) an absence allowed under (D)(i) - (iv) of this
paragraph; or
(D) is a dependent of a parent or guardian who has bee
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;
(if) attending a school as a full-time student;
(iii) full-time employment by the state;
(iv) being a member of or employed full-time 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) ofthis paragraph;

(4) 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 atthe time of application or loan disbursement;

(5) has not, within the previous five years, had a loan discharged or
written off by the commission for any reason;

(6) does not have a status, at the time of the application for a loan or
disbursement of loan funds, that would prevent the person from repaying the loan as it
becomes due;

(7) bhas not within the previous seven years defaulted on another loan

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

-3- CSHB 305(STA)
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repay the loan and extraordinary circumstances that led to the default; [AND]

(8) does not have a credit history, at the time of application for a loan,
that demonstrates chronic inability or unwillingness to pay an extension of credit or
loan as it becomes due; and

(9) has complied with the military selective service registration
requirements imposed under 50 U.S.C. Ann. 453 (Military Selective Service Act),
if those requirements were applicable to the person.

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

10
11
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21
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24
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27
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29
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31

(a) A person may apply for and obtain a family education loan on behalfofa |
I

family member if

(1) the borrower
(A) is aresident of the state at the time of application for the
loan; for purposes of this paragraph, a borrower qualifies as a resident of the j
state if the borrower has been physically present in the state for at least one
year immediately before the time of application for the loan with the intent to
remain indefinitely or, if 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) - (vi);
(B) satisfies the requirements of AS 14.43.125(a)f6) - (9)
[AS 14.43.125(a)(6)-(8)];
(2) the family member
(A) is enrolled as a full-time student in a career education,
associate, baccalaureate, or graduate degree program; or
(B) is a graduate of a high school or the equivalent, or
scheduled for graduation from a high school within six months, who, at the
time of loan disbursement, will be enrolled in compliance with (A) of this
paragraph; and

(3) neither the borrower nor the family member

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

previously awarded by the commission;

CSHB 305(STA) -4-
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(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 atthe time of application or loan disbursement;

(C) has, within the previous five years, had a loan discharged
or written o ff 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, partially exempt, or
exempt service unless the person has complied with the military selective service
registration requirements imposed under 50 U.S.C. App. 453 (Military Selective
Service Act), if those requirements were applicable to the person. Notwithstanding
AS 39.25.110, this subsection applies to employees in the exempt service except

(1) ajustice, ajudge, or a magistrate;

(2) the governor or the lieutenant governor;

(3) amember of the legislature;

(4) a person appointed under art. Ill, sec. 25, or art. Ill, sec. 26,
Constitution of the State of Alaska.

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

(a) An individual is eligible to receive one permanent fund dividend each year

in an amount to be determined under AS 43.23.025 if the individual
(1) applies to the department;
(2) is a state resident on the date of application;
(3) was a state resident during the entire qualifying year;
(4) has been physically present in the state for at least 72 consecutive
hours at some time during the prior two years before the current dividend year;
(5) is
(A) acitizen of the United States;
(B) an alien lawfully admitted for permanent residence in the
United States;
(C) an alien with refugee status under federal law; or

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

[AND]
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(6) was, at all times during the qualifying year, physically present in
the state or, if absent, was absent only as allowed in AS 43.23.008; and

(7) was in compliance during the qualifying year with the military
selective service registration requirements imposed under 50 u.s.c. Add. 453
(Military Selective Service Act), if those requirements were applicable to the j

individual.

* Sec. 6. The uncodified law of the State of Alaska is amended by adding a new section to
read:
APPLICABILITY. This Act applies to a person who seeks employment with the
state, applies for a student loan or family education loan under AS 14.43, or applies for a
permanent fund dividend under AS 43.23 on or after the effective date ofthis Act.

* Sec. 7. This Act takes effect January 1, 2004.

CSHB 305(STA) -6-
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OPERATING EXPENDITURES
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims
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TOTAL OPERATING

CAPITAL EXPENDITURES
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1002 Federal Receipts

1003 GF Match

1004 GF
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1037 GF/Mental Health
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TOTAL

Estimate of any current year (FY2002) cost:

FISCAL NOTE

Fiscal Note Number:
Bill Version: HB 305
() Publish Date:

Dept. Affected; Revenue
BRU Revenue Operations
Component ~ Permanent Fund Dividend

Component No. 981
(Thousands of Dollars)

FY 2005  FY 2006  FY 2007  FY 2008

0.0 0.0 0.0 0.0

(Thousands of Dollars)

0.0 0.0 0.0 0.0

Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal: [

POSITIONS
Full-time
Part-time
Temporary
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We do nat expect this bill to have a fiscal effect on the operations of the Permanent Fund dividend

program,

See Page 2 for further discussion.

Prepared by:  Nanci A. Jones

Phone 465-2323

Division Permanent Fund Dividend

Approved by: Larry Persily. Deputy Commissioner

Agency Department of Revenue

Date/Time 2/11/02 4:15 PM
Date 02/11/2002
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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 S'v'(iend would be judged on their compliance with Selective Service
registration in bd — 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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MEMORANDUM May 31,2001
SUBJECT: Confirmation of governors appointees during a special session

(Work Order No. 22-LS 1039)

TO: Representative Brian Porter
Speaker o f the House o f Representatives
Attn: Tom Wright

FROM: Tamara Brandt Cook « - J
Director

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

Under (1) o fthat section the governor is directed to present names for confirmation to the
legislature during the first 30 days of a regular session. If an appointment is made after
the first 30 days but while the legislature is still in session, the governor must present the
name to the legislature within 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 within 20 days after receipt of notice by the legislature that it 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 with the statement in paragraph (1) that presentment may
only occur during the time the legislature is in regular session. Furthermore, paragraph
(3) goes on to state: "Failure of 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 of 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 athand, that session is the upcoming special session.

Consequently, if 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 fthe House o f Representatives
May-31,2001

Page 2

consider the confirmation of a person appointed to the position during the upcoming
special session, despite the contradictory language of AS 39.05.080(1) if the governor
presents the name to the legislature. Note, however, that the 20 day provision of
paragraph (3) clearly applies only when the legislature has declined an appointment and a
subsequent appointment is made as a result of the failure of 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).

| have today checked with 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 of letters of appointment sent to the appointees. It is possible
that the governor will elect to rely on AS 39.05.080(1) and present all his appointees

during the next regular session.

TBC:glc
01-312.glc
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DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

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

MEMORANDUM May 30,2001

SUBJECT: Confirmation process(Work Order No. 22-LS 1040\A)

TO: Representative Brian Porter

Attn: Tom Wright *
FROM: Terri Lauterbach

Legislative Counsel

Enclosed is a draft bill that would eliminate the potential for confirmation sessions to be
required during special sessions of the legislature. It would also deal with the potentially
conflicting parts of AS 39.05.080 regarding the timing of presentation of the governor's
appointees. It is my understanding that you wish for presentments to occur only during

regular sessions.

Under current law, AS 39.05.080(3) requires that the governor present a new appointee
within 20 calendar days after the legislature notifies the governor of the legislature's
refusal to confirm one of the governor's appointees. Since joint sessions for confirmation
purposes are often held near the end of a regular session, this would mean that the time
for presentation of the new appointee would probably fall during a special session (if one
is held during the interim) because presentation is generally considered to occur when the
governor's message of appointment is communicated to the legislature by being read
across at a floor session. The special session would be when the first floor session
occurred at which messages from the governor sent to the legislature after adjournment of
a regular session could be read. In turn, this presentation would trigger the requu .ments
of AS 39.05.080(2): hearings by standing committees and the holding of ajoint session
for confirmation purposes. Failure of the legislature to act on such an appointment by the
end of a special session, according to the last sentence of 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 of
special sessions, or result in a person losing a position because the legislature failed to act
on confirmation of the person during the special session (due to lack of time 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 of AS 39.05.080(3) is at odds with the presentment requirements of
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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 of
paragraph (3) will often place presentment at a special session, if one is held after the
legislature refuses to confirm an appointee during a regular session. This difference in
the two paragraphs is not reconcilable without changing the words of either paragraph (1)

or paragraph (3).
The enclosed draft reconciles the two paragraphs in the following ways:

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

(2) throughout the section, "regular" is inserted as appropriate;
(3) "within five calendar days" is removed from the latter part of paragraph (1). 1

Although you did not ask for it, the draft also inserts "on or before" in AS 39.05.080(1),
with reference to the March 1 date in subparagraph (B). This will pick up the non-
student members of the Board of Regents whose terms expire on the first Monday in

February under AS 14.40.140.

This draft would also remove the last sentence of AS 39.05.080(1). You did not ask for
this change either, but making this change might forestall a future potential problem.
Under the A.L.LV.E. case, it is fairly clear that the legislature cannot change a law by
using a resolution. So, removal of this sentence in paragraph (1) is intended to keep this

issue from coming up.

Please let me know if you would like to resolve the tension between paragraphs (1) and
(3) differently, if you would like other changes, or if | can be of other assistance.

TML:glc
01-305.glc

Enclosure

1This 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 if the appointment were made during the regular session.
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MEMORANDUM February 28,2002

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

TO: Representative John Coghill

Attn: Rynnieva \
FROM: 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
if 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 with
the statute amended in this bill.

In my opinion, the meaning of "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
o
—_

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

If you want to give the governor the flexibility to delay presentment until after a three-
day holiday weekend but still ensure that "immediately” has an outside time limit, 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 of 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 of this use of "immediately" is the reporting of 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 limit is an outside time limit that the legislature put on the term
"immediately"” in this context. Without that outside time limit, the term would probably
be construed according to the first phrase of the definition: "as soon as is reasonably
possible."

The legislature has also put outside time limits on the use of "immediately” in another
context. Under AS 47.12.250, a statute relating to alleged delinquents, a police officer
who detains aminor 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, if 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 limit on the
term "immediately." There may be other statutes with outside time limits on
"immediately.”

However, most of the uses of "immediately” in the statutes cany no outside time limit.
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 of a claim to the insurer, courts have found that the notice
must be given "within. a reasonable time under the circumstances.” dCKS Law

Dictionary, Severtth Edition.

Therefore, | 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 of 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 of
a regular session might be several days. There would still be plenty of time for the
legislature to act on the appointment. In contrast, a reasonable time for presenting an
appointment made on the 100th day could well be construed to be by the time o fthe 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. Ifitis importantto you that there be an outside time limit, then you should put that
time limit in the statute,
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| hope you find this discussion helpful to you as you consider your legislative options. |
have attached aprintout showing where "immediately” is used in the Alaska Statutes. If |

may be of 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 dy‘ring a regular session is valid;

- Inserting as appropriate throughout the section, T€(Ular,

* 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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HB331

Sectional Analysis

AS 39.05.080 establishes the procedures on how the positions or memberships on a
specific board or commission shall be handled.

Paragraph 1. This paragraph directs the governor to:

e Presentnames of appointed individuals to the legislature. It stipulates that only
presentments that occur while the legislature is in regular session constitute
‘presentment.’

« Within the first 30 days after the legislature convenes its regular session, the
governor presents the names of the following persons to the legislators:

A. appointments who have not been pi ?viously confirmed by the
legislature; and

B. appointments of persons who will fill a position for which the term
w ill expire on or before March 1during that legislative session.
If an appointment is made after the first 30 days of the convening of
the legislature but while the legislature is in regular session, the
governor shall immediately present that appointment to the
legislature for confirmation.

This paragraph of AS 39.05.080 also reflects the elimination of the five-day period
of time in which the governor had to present the individual to the legislature
following the appointment. The five-day presentment requirement in paragraph
(1) was problematic because the fifth day could be outside the regular session even
if the appointment was made during the regular session.

This paragraph also reflects the elimination of a mechanism (by concurrent
resolution) where the legislature could have extended the five-day deadline. This
is, of course an unconstitutional provision. A statute may only be modified by
another statute not by aconcurrentresolution of agency regulation.

Paragraph 2. When appointments are presented to the legislature for confirmation:
A. The presiding officers of each house assign the appointee to a
committee for a hearing, report, and recommendation. The standing

committees may meetjointly; then

Scc-berruld. flcvulysis



B. Before the end of the regular session in which the appointments
are presented, the legislature meets in joint session to act by
confirming or declining to confirm by a majority vote.

The word "regular” is added to this paragraph of AS 39.05.080 so that it is
clear that confirmation hearings do not occur during special sessions.

Paragraph 3. When the legislature declines to confirm an appointment:
« the governor is notified ofits action and avacancy for the position is
created which the governor fills by making a new appointment.

o The governor cannotre-appoint the rejected candidate during the
regular session of the legislature at which the confirmation failed.
Likewise, the governor may not appoint the failed candidate
during the interim between regular sessions to carry out the duties
of that vacant position,

o Finally, if the legislature fails to actto confirm an appointee during
the regular session, the appointee is, in effect, rejected.

The 20-day provision for the governor's presentment following the initial
failed confirmation is deleted from Section 3. By eliminating the 20-day
provision of section (3) and keeping the requirement of section (1) it is
clear that only presentment during aregular session is valid.

Paragraph 4. The appointees with pending confirmations shall exercise the
functions, have the powers and be charged with the duties prescribed by
law.

There are several specific limitations cited in this paragraph, such as:
e The term of an appointee who is named during the interim by a governor
who leaves office prior to the first day of the regular session ends on the

first day of the regular session.

This section is completely unchanged from the original statute.

HB331 Sponsor Statement Page 2
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To: Senator
From: Rep. Pete
Date: March 18,

Regarding: HB 331
Governor's Appointments

Attached to this memorandum is a copy of HB 331, relating to the timing of the
governor's appointments, that just passed the House of Representatives this
morning. This bill isimportant as it cleans up a statute that is replete with
ambiguities and inconsistencies relative to the procedures of the governor's
presentment of board candidates. | am also submitting my sponsor statement
and a sectional analysis for your consideration.

At this time, | would like to request a hearing in State Affairs, at the earliest

opportunity.

Representative Pete Kott

JUNEAU OFFICE (907) 465-3777  TOLL FREE 1-800-861-KO0TT(5688) FAX (907&465-281_9
EAGLE RIVER OFFICE (907) 694-8944  FAX (907) 694-8945 E-MAIL: represenlative_pete_kotl@Iegis.stale.ak.us
http://ww.akrepublicans.org/Kott.ntm
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ANCHORAGE POLICE DEPARTMENT

4501 South. Bragaw Street ® Anchorage, Alaska 99507-1599
Telephone (907) 786-8500

http://wvrw.ci.anchorage.ak.iis
UvvrgoP. Wur.rch, P g Wall I\/kl)gegan

Mayor

FAXED APRIL 5,2002. Fax No. 907°65*2819
April 5,2002

Representative Pete Kott

Alaska State Legislature

State Capitol, Room 204

Juneau, AK 99S01

Attn: Linda Sylvester

Re: Legislation regarding driver's licenses and expanded fees

Dear Representative Kott:

As apolice officer, | strongly support the legislation regarding upgrading the
quality and capabilities of Alaska Driver's license.

| understand that this will increase the costs, but from the law enforcement

perspective, the costs are small compared to the time and subsequent costs to all
those in public safetywho mustwork with identifications such as driver's

licenses.

Please consider this letter as support for your bill.

Sincerely,
W alt Monegan

Chief of Police

W M /ta

Supper*]-'
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|dentifying a better driver's license

BY Dibva Sarkar and Diane Frank Printing? Use this

Dec. 12, 2001 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  “Congress mulls 1D
department officials wants to enhance the cards™ [Federal
credibility of the license as an ID document. ggor?futer Week, Dec. 3,
Instead of a national EDcard, driver's licenses are :
really personal identification cards that are Congress hears national
accepted and used on a national level, said Linda  |D opinions” [Federal
Lewis, president and chief executive officer of the ComButer Week, Nov.
American Association of Motor Vehicle 19, 2001]
Administrators, which represents officials fom
the United States and Canada. POD preps smart card
roll out" [Federal

The problem is trusting that the person with a Comguter Week, Oct.
license is actually who it says on the card. And the 30, 2001]

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 Januaéy_ its findings and recommendations about reducing driver's license
fraud and improving verification, said Jay Maxwell, ﬁremdent and chief
operating officer of AAMVAnet Inc., an affiliate of the association that helps
Eovernmer_lt agencies share motor vehicle information electronically. In-—
ebruary, it wll 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.

wyshwye// 26/t /Anananv fow. comv/prin.asp
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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 EDand 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.

Y4 P230PM
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Message to Maine Motorists
from Secretary of State Dan. A. Gwadosky

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.

irnfrnmnT

13 LIg.i;iH,HtilIXUI31ILL

R S LICENSE

v

45()]5'){51999 01/01%[
\ﬁl@lm

erf

4/4/2002 3:02 PM


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

Maine's Digital Driver's License htp./Aainistaie.rr.us/sos/bmv/liconses/igilalioansc hin

20f3

RESTRICTIONS- A Vu slvwitr uxiednm tei aw WUt RCIdI’% rnolci \triBda
arify cperalB mcet In geograpnicjllatea

ENDORSEMENTS-NONE

878739127001

What is a Digital License?

The digital license is produced with computer technology that allows for your image
to be captured digitally and displayed on the license. This same process will be

used to issue state identification cards.

The digital system does not use a photographic process or film to take your picture.
Instead, a video camera and a computer are used to take your picture and produce
the license. Since the system is computer based, it has the ability to store your

picture and signature on magnetic disk.

The stored images will provide added convenience and security to the licensing
process. Replacements for lost licenses can be processed without having to visit a

motor vehicle branch office to retake a picture.

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

Maine will be joining many other states that currently use a digital process for
issuing driver’s licenses and state |.D. cards. This technology has been tried and

tested to ensure that you receive a quality product.

Customer Benefits

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

Choice of Photos

The new digital technology allows for a choice of two photos. Your image is
captured twice by the digital technology providing you with the opportunity to view,
side by side, 2 different photographs on the computer screen. You may select
whichever of the 2 photos meets your satisfaction.

Convenient Duplicates

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

Bar Coding

The information on the front of your license will be stored in the bar code on the
reverse side. This will allow for a more accurate exchange of information whenever

442 3@P
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you conduct a transaction with us inthe future.
Organ Donor Indicator

If you wish to bo an organ donor your intention may be clearly indicated on the front
of your license. No more decals that peel off, wear out or fall off. A smali red heart
and the “organ donor” statement are a printed part of your license.

Security Features

State of the art security features make it nearly impossible for anyone to alter or
copy your license. The digital license provides for a number of security features
including a small ghost photo image and an embedded hologram.

Additionally, your license will be mailed directly to you within 10 days. This new
process will help prevent individuals from fraudulently obtaining a driver's license.

Your Image is Protected

Maine law protects your digital image. Your digital image is considered confidential
and cannot be distributed to sales and marketing companies or to the general

public.
Driver Privacy Protection

In order to ensure your privacy, the personal information on your motor vehicle
records will no longer be provided to sales and marketing organizations, or the
general public without your authorization. To find out how you can authorize the
release of your personal information, please ask for a Driver Privacy Protection

Brochure.
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DIGITAL DRIVER LICENSE

Alaska’s driver license is

« aPolaroid instant-photo film; _
» aform with physical description and contact information;
« aplastic security pouch, heat-sealed, in which both of the above are encased.

The technology was developed in the 1950°s and remains essentially unchanged. Itis a
manual Erocess and duplicate documents cannot be manufactured without a new ﬁhoto
being taken. It does not contain any electronically readable media to verify that the face
of the license has not heen 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: representalive_pete_kott@legis.state.ak.us
http://www.akrepublicans.org/Kott.htm A~ AVy
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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, “gihost” image, micro-line printing,

etc.) than a photo license. The Brinter 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 ug 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 henefactors 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
Pe mar(]je terril(winal-to-terminal and bypass using the dispatcher, thus freeing that individual
or 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 gAmerican
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 ﬁalcohol 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
atabase 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 D 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 _ _ - o
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 Eresent 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 i)erson 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

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

Why digitize?
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. Inthe 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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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 500.0 00 00
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 500.0 00 00

CAPITAL EXPENDITURES

00 00

00 00

ICHANGE IN REVENUES (1005 ) | 900.0 900.0 900.0 900.0 900.0
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts 500.0 00 00
1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)
TOTAL 500.0 00 00

Estimate of any current year (FY2002) cost: 0.0

00 00

00 00

Check this box (X) if funding for this bill is included in the Governor's FY 2003 budget proposal: [

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqge if necessary)

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 of 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.

00

00

900.0

00

00

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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ANALYSIS CONTINUATION

operation and supplies for the current photographic licenso system. The only needed funding is the onetime cost for IT system
development and related costs. DMV estimates these costs to be $500.0. This estimate is based on information from companies
involved in license projects in other states and from the recent experience of other states who have developed digital license

systems.
REVENUE

This bill increases the fees for the original issue, renewal, and duplicates of driver licenses, and ID cards by $5. The fee for
instruction permits is increased by $10. The lastincrease in these fees was over 10 years ago. The licenses and ID cards are valid
for 5 years so costofthe license or ID card increases by $1 per year. The Instruction Permit is valid for 2 years so the cost
increase is $5.00 per year. Commercial driver licenses including school bus permits are not included in the increase.

DMV does approximately 180,000 of these transactions per year. The annual increase inrevenue is $900,000. There are no
operating costs involved with changing the fees.
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M em orandum

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

Regarding: Request for Hearing
HB 344 DMV Fee Increase/Conversion to Digital Licensing

Attached to this memorandum isa 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. Not only does the bill benefit the General Fund but 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 Municipality of
Anchorage. The bill is sponsored by House Rules, by the request of the Division
of Motor Vehicles. If you need any more information, 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@Iegis.stale.ak.us
http://www.akrepublicans.org/Kotl.htm
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House of Representatives

House District 24

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

Old 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

Why digitize?
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. Inthe 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.



Alaska 3tatc legislature

tlousc of TUcprescntatiucs

'OF INTERIM:
RULES COMMITTEE, CHAIR 10928 EAGLE RIVER RD, SUITE 141
COMMITTEE ON COMMITTEES EAGLE RIVER, AK 99577
LABOR & COMMERCE COMMITTEE
MILITARY & VETERANS AFFAIRS SESSION:
LEGISLATIVE COUNCIL ALASKA STATE CAPITOL
JUNEAU, AK 99801

M em orandum

To: Sen. Gene Therry

From: Linda Sylvdst
Rep. Pete KoL

Date: April 18, 2002'

Regarding: HB 344
Driver License Fees

Today, HB 344 passed the House with a vote of 35 to 2. HB 344 raises fees for
non-commercial drivers licenses, ID cards and learner's permits, which will raise
revenue by $750,000 to $900,000 per year. It will also authorize $500,000 for to
fund the IT component for the Division of Motor Vehicle's conversion to a digital

driver's license system.,

Attached is a copy of the bill, sponsor statement and fiscal note. As well, I'm
including background information for you.

At this time, I respectfully request a hearing before the Senate State Affairs
Committee 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@IQyis.state.ak.us
http://www.akrepublicans.org/Kolt.htm
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DIGITAL DRIVER LICENSE
Fee and Volume Information

I[_)river)License is valid for 5 years; the current cost is $3 per year ($15 fee for a 5-year
icense).

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

The propé)sed 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 einre and are renewed

although DMV anticipates that some individuals would choose to convert earlier, thus
potentially boosting revenue numbers.
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RESOLUTION

THIS RESOLUTION is adopted by the Anchorage Responsible
Beverage Retailers Association this 12th day of December, 2001,

WHEREAS, the Members of the Association are engaged in the
sale of age restricted products; and

WHEREAS, the Association has been informed that the Division
of Motor Vehicles is endeavoring to change the format of its
drivers licenses and its state identification cards from a
photographic system to a digital system; and

WHEREAS, the Association believes that such a digital, system
of drivers licensing and identification would Treduce” the

incidence of minors and underage individuals making purchases of
age restricted products; and

~ _WHEREAS, one of the primarily goals of the Association and
its individual members is to prevent the sales of age restricted

products to underage individuals; and

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

WHEREAS, the Association has 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, the Association has been further informed that an
increase of $5.00 in the original and duplicate drivers license,
instruction permit and identification card fees will provide
sufficient funding for the division to implement a digital

system,

NOW THEREFORE, the Anchorage Responsible Beverage Retailers
Assoclation

RESOLVES as-follows:

_ The Association supports increasing the drivers license,
instruction permit and identification card fees and the
appropriation by the Alaska Legislature of sufficient funds to
complete the conversion of the drivers license, instruction
permits and state identification cards to digital format.
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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 APHOTOGRAPHIC 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 5h day of February

1§
Dick Traini
Chair
ALTEST:
is/
Greg Moyer

Municipal Clerk
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