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I n t r o d u c e d :  2 / 2 2 / 8 0
R e f e r r e d :  R e s o u r c e s  a n d
F i n a n c e

B Y  T H E  R U L E S  C O M M I T T E E  BY

IN T H E  H O U S E  R E Q U E S T  O F  T H E  G O V E R N O R

H OUSE B I L L  NO. 904 

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

E L E V E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B ILL

F o r  an A c t  ent i t l e d :  " A n  A c t  r e l a t i n g  to the a u d i t i n g  of  o i l  a n d  ga s

r o y a l t y  and n e t  p r o f i t s  p a y m e n t s  a n d  r e p o r t s ; a n d  

p r o v i d i n g  for an e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A :

*  S e c t i o n  1. AS  3 8 . 0 5 . 0 3 5 ( a ) ( 9 ) ( D )  is a m e n d e d  to read:

(D) except as p r o v i d e d  in A S  3 8 . 0 5 . 0 3 6 ,  cost d a t a  a n d  

f i n a n c i a l  i n f o r m a t i o n  s u b m i t t e d  in s u p p o r t  of  a p p l i c a t i o n s ,  

bonds, leases a n d  simi l a r  items;

* Sec. 2. A S  38.05 is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 3 8 . 0 5 . 0 3 6 .  A UDIT O F  R O Y A L T Y  A N D  N E T  P R O F I T  P A Y M E N T S .  (a)

T h e  D e p a r t m e n t  of R e v e n u e  s h a l l  a u d it  r e p o r t s , p a y m e n t s , an d p a y m e n t s  

d u e  r e l a t i n g  to r o y a l t y  and n e t  p r o f i t s  u n d e r  o i l  a n d  gas  c o n t r a c t s ,  

a g r e e m e n t s ,  or l e a s e s  under t his c h a pter.

(b) T h e  D e p a r t m e n t  of R e v e n u e  m a y  i n s p e c t  al l  r e p o r t s  a n d  o t h e r  

i n f o r m a t i o n  f i l e d  i n  support o f  or r e l a t i n g  to r o y a l t y  a n d  n e t  p r o f i t s  

p a y m e n t s ,  w h e t h e r  o r  no t  that i n f o r m a t i o n  is c o n f i d e n t i a l ,  an d  s h a l l  

h o l d  that i n f o r m a t i o n  c o n f i d e n t i a l  to th e  e x t e n t  r e q u i r e d  u n d e r  o i l  a n d  

g a s  a g r e e m e n t s ,  c o n tr a c t s ,  or leases, o r  b y  t his c h a p t e r  or A S  4 3 . 0 5 . -  

230.

(c) A l l  i n f o r m a t i o n  o b t a i n e d  b y  th e  D e p a r t m e n t  o f  R e v e n u e  r e l a t i n g  

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

u n d e r  A S  43, m a y  b e  m a d e  a v a i l a b l e  to t he  d e p a r t m e n t ,  i n  the f o r m  o f  

s u m m a r i e s  and, w h e n  in f u r t h e r a n c e  o f  t h e  d e p a r t m e n t ' s  r o y a l t y  a n d  n e t  

p r o f i t s  f u n c t i o n s ,  r e l e v a n t  p o r t i o n s  o f  t h e  a u d i t s .  I n f o r m a t i o n  m a d e
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a v a i l a b l e  t o  t h e  d e p a r t m e n t  t hat w a s  o b t a i n e d  u n d e r  A S  43 is c o n f i d e n­

t i a l  a n d  s u b j e c t  to th e  p r o v i s i o n s  o f  A S  4 3 . 0 5 . 2 3 0 .

(d) T h e  D e p a r t m e n t  o f  R e v e n u e  m a y  c o n d u c t  a u d i t s  u n d e r  t h i s  

s e c t i o n  c o n c u r r e n t l y  w i t h  a u d i t s  o r  i n v e s t i g a t i o n s  u n d e r  A S  43, a n d  m a y  

u s e  i n f o r m a t i o n  o b t a i n e d  f r o m  t h e  d e p a r t m e n t  in t a x  a u d i t s ,  i n v e s t i g a­

tions, o r  p r o c e e d i n g s  u n d e r  A S  43.

(e) I n  t h i s  s e c t i o n ,  " a u d i t "  m e a n s  t h e  p r o c e s s  o f  o b t a i n i n g  s u f­

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

i n q u i r y ,  a n d  c o n f i r m a t i o n  to a f f o r d  a r e a s o n a b l e  b a s i s  for a s c e r t a i n i n g  

th e  c o m p l i a n c e  b y  the s u b j e c t  o f  th e  a u d i t  w i t h  t h e  a p p l i c a b l e  law, 

r e g u l a t i o n ,  l e a s e ,  a g r e e m e n t ,  a n d  c o n t r a c t  terms; it doe s  n o t  i n c l u d e  

a n y  o t h e r  a c t i o n s  n e c e s s a r y  to a d m i n i s t e r  A S  3 8 . 0 5 p e r t a i n i n g  t o  o i l  

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

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

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

*  Sec. 3. A S  4 3 . 0 5 . 0 1 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to r e a d :

(16) a u d i t  r e p o r t s ,  p a y m e n t s ,  a n d  p a y m e n t s  due r e l a t i n g  to 

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

l e a s e s  u n d e r  A S  38.05.

*  Sec. 4. A S  4 3 . 0 5 . 0 4 0 ( a )  is a m e n d e d  t o  r e a d :

(a) T h e  d e p a r t m e n t  m a y  e x a m i n e  t h e  b o o k s , p a p e r s , r e c o r d s , o r 

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

o r  t o  d e t e r m i n e  w h e t h e r  a t a x  o r  a p a y m e n t  for o i l  o r  gas r o y a l t y  or 

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

3 8 . 0 5  is d ue, o r  in a n  i n v e s t i g a t i o n  o r  i n s p e c t i o n  in c o n n e c t i o n  w i t h  

t a x  matters o r  m a t t e r s  r e l a t i n g  to o i l  a n d  ga s  r o y a l t y  o r  n e t  p r o f i t s  

u n d e r  c o n t r a c t s ,  a g r e e m e n t s ,  o r  l e a s e s  u n d e r  A S  3 8 . 0 5 . T h e  r e c o r d s  

and t h e  premises w h e r e  a b u s i n e s s  is c o n d u c t e d  s h a l l  b e  o p e n  a t  al l 

reasonable t i m e s  fo r  o f f i c i a l  i n s p e c t i o n ,  a n d  t h e  d e p a r t m e n t  m a y
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s u m m o n  a n y  p e r s o n  to a p p e a r  a n d  p r o d u c e  b o o k s ,  r e c o r d s ,  pape r s ,  or 

m e m o r a n d a  b e a r i n g  u p o n  t a x  m a t t e r s  or m a t t e r s  r e l a t i n g  to oil an d  g a s  

r o y a l t y  or n e t  p r o f i t s  u n d e r  co n t r a c t s ,  a g r e e m e n t s ,  or leases u n d e r  A S  

3 8 . 0 5 . a nd  to g i v e  t e s t i m o n y  or a n s w e r  i n t e r r o g a t o r i e s  u n d e r  o a t h  

r e s p e c t i n g  t a x  m a t t e r s  o r  m a t t e r s  r e l a t e d  to oil a n d  gas r o y a l t y  o r  

n e t  p r o f i t s  u n d e r  c o n t r a c t s ,  ag r e e m e n t s,  o r  l e a s e s  u n d e r  A S  3 8 . 0 5 , an d  

the d e p a r t m e n t  m a y  a d m i n i s t e r  o a t h s  to p e r s o n s  w h o  are so s u mmoned.

* Sec. 5. AS 4 3 . 0 5 . 2 3 0 ( a )  is r e p e a l e d  an d  r e - e n a c t e d  to read:

(a) It is u n l a w f u l  for an  officer, e m p l o y e e ,  or a gent of the 

s t a t e  to d i v u l g e  the a m o u n t  o f  i n c o m e  or t h e  p a r t i c u l a r s  set out o r  

d i s c l o s e d  in a  r e p o r t  or r e t u r n  m a d e  u n d e r  this title, ex c e p t

(1) i n  c o n n e c t i o n  w i t h  o f f i c i a l  i n v e s t i g a t i o n s  or p r o c e e d­

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

t a x e s  du e  u n d e r  this title;

(2) in c o n n e c t i o n  w i t h  o f f i c i a l  i n v e s t i g a t i o n s  or p r o c e e d­

ing s  of  the c h i l d  s u p p o r t  e n f o r c e m e n t  agen c y ,  w h e t h e r  j u d i c i a l  or 

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

a b l e  u n d e r  A S  25 or A S  47;

(3) as p r o v i d e d  in A S  3 8 . 0 5 . 0 3 6  p e r t a i n i n g  to a u d i t f u n c­

tions; and

(4) as o t h e r w i s e  p r o v i d e d  in th i s  section.

* Sec. 6. T h i s  A c t  t akes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 

0 1 . 1 0 . 0 7 0 ( c ) .
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