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m Original sponsor(a)■ REP.  COTTEN, Navarre

1 IN  THE HOUSE BT THE RESOURCES CWtllTTEE

2 CS FOR HOUSE BILL NO. 541 (Resources)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to certain agreements, compromises,

7 and settlements entered into by the Departments of

8 Natural Resources and Revenue, to legislative audit

9 of the Department of Revenue and the release of a

10 report of that audit, that may include or refer to

11 confidential information, to the legislature and

12 public, and to the interest rate on unpaid taxes and

13 to overpaid taxes."

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

15 * Section 1. AS 24.20.271 is amended to read:

16 Sec. 24.20.271. POWERS AND DUTIES. The legislative audit divi-

17 sion shall

18 (1) conduct a performance post-audit of boards and com-

19 missions designated in AS 44.66.010 and of those programs and activ-

20 itiea of agencies subject to termination as determined in the manner

21 set out in AS 44.66.020 and 44.66.030, and submit the audit, together

22 with a written report, not later than the first day of the regular

23 session of the legislature convening in each year set out with refer-

24 ence to boards, commissionSj, or agency programs whose activities are

25 subject to termination as prescribed in AS 44.66;

26 (2) audit at least once every three years the books and

27 accounts of all custodians of public funds and all disbursing officers

28 of the state;

29 (3) at the direction of the Legislative Budget and Audit
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1 Committee, con du ct perform ance p o s t - a u d it s  on any agen cy o f  s t a t e
2 governm ent;

3 (4 ) co o p e ra te  w ith  s t a t e  a g e n c ie s  by o f f e r i n g  a d v ic e  and
4 a s s is t a n c e  as re q u e ste d  in  e s t a b lis h in g  o r  im p ro vin g  th e  a cc o u n tin g
5 system s used by s t a t e  a g e n c ie s ;

6 (5 ) r e q u ir e  the a s s is t a n c e  and c o o p e ra tio n  o f  a l l  s t a t e
7 o f f i c i a l s  and o t h e r  a ta te  em ployees in  th e in s p e c t io n , e x a m in atio n ,.
8 and a u d it  o f s t a t e  agency books and a c c o u n ts ;
9 (6 ) have a c c e s s  a t a l l  tim es to  the b o o k s, a c c o u n ts , r e -

10  p o r t s x o r o t h e r  r e c o r d s , w hether c o n f id e n t i a l  o r  n o t , o f  e v e ry  s t a t e
11  ag en cy;
12 (7 ) a s c e r t a i n ,  as n e c e s s a r y  f o r  a u d it  v e r i f i c a t i o n ,  th e
13 amount o f agency funds on d e p o s it  i n  any bank aa shown on the books o f
14 the bank; a [HO] bank may not be h e ld  l i a b l e  f o r  making in fo r m a tio n
15 re q u ir e d  under t h i s  p aragrap h  a v a i l a b l e  to the l e g i s l a t i v e  a u d it
16 d i v i s i o n ;
17 (8 ) com plete s t u d ie s  and p re p a re  r e p o r t s ,  meau>randax o r
18 o th e r  m a t e r ia ls  as d ir e c t e d  by th e  L e g i s l a t i v e  Budget and A u d it Com-

19 m it t e e ;
20 (9 ) have d i r e c t  a c c e s s  to any in fo rm a tio n  r e l a t e d  to  th e
21 management o f  th e  U n iv e r s it y  o f  A la s k a  and have th e same r i g h t  o f
22  a c c e s s  as e x i s t s  w ith  re sp e c t to  e v e ry  o th e r s t a t e  agen cy^
23 (1 0) a n n u a lly
24 (A) conduct a perform ance a u d it  o f  th e ta x  fu n c t io n s
25 o f  the Department o f  Revenue, in c lu d in g  th e  d e p a r t a e n t ' a r e s o lu -

26 t io n  o f  d is p u te d  t a x e s ;
27 (B ) p re p a re  a r e p o r t  sum m arising th e r e s u l t s  o f  th a
28 a u d it t h a t  may c o n ta in  in fo rm a tio n  made c o n f i d e n t i a l  by AS 4 3 . -
29 05.230 and a v e r s io n  o f  th e re p o r t  e d it e d  f o r  th e p u b l i c ;  and
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(C) su bm it th e a u d it  and th e  u n e d ite d  r e p o r t  p re p a re d  

u n d er (B ) o f  t h i s  p a ra g ra p h  to  th e l e g i s l a t u r e  not l a t e r  th an  the
f i r s t  day o f  th e  r e g u l a r  l e g i s l a t i v e  s e s s i o n .

*  S e c . 2 . AS 3 8 .0 5 .0 3 5  i s  amended by a d d in g  new s u b s e c t io n s  to  re a d :
(g ) I f  th e  departm ent e n t e r s  in t o  n e g o t ia t io n s  to  cosq>romise o r

s e t t l e  a d is p u t e  betw een th e departm ent and a p e rso n  a s  t o  a r o y a lt y
o r  n e t p r o f i t  payment in v o l v in g  a c la im  th a t  t o t a l s ,  w it h  a p p lic a b le  

p e n a lt y  and i n t e r e s t ,  $ 1 0 ,0 0 0 ,0 0 0  o r m ore, th e com m ission er s h a l l ,  not 

l a t e r  th an  14 days a f t e r  commencement o f  n e g o t i a t io n s ,  a d v is e  the  

c o a sn is s io n e r o f  reven u e and th e a tt o r n e y  g e n e r a l th a t  n e g o t ia t io n s  

have commenced. The co m m issio n e r s h a l l  p r o v id e  n o t ic e  to  the commis­
s i o n e r  o f  revenue and th e  a tt o r n e y  g e n e r a l a t l e a s t  once d u rin g  each  

su bseq u e n t 3 0 -d a y p e r io d  th a t th e n e g o t ia t io n s  c o n tin u e .
(h ) I f  th e departm ent p ro p o se s to  compromise o r  s e t t l e  a d isp u te  

betw een th e departm ent and a p e rso n  as to  a r o y a lt y  o r  n et p r o f i t  

payment in v o lv in g  a c la im  th a t t o t a l s ,  w ith  a p p l ic a b le  p e n a lt y  and 

i n t e r e s t ,  $ 1 0 ,0 0 0 ,0 0 0  o r  m ore, the com m ission er may not e n te r  in t o  an 

agreem ent to  compromise o r  s e t t l e  the d is p u t e
(1 ) w ith o u t f i r s t  s e c u r in g  and re v ie w in g  an independent ap­

p r a i s a l  o f  th e e f f e c t s  o f  th e proposed compromise o r s e t t le m e n t ; the  

in d epen d en t a p p r a i s a l
(A) may be made by a p e rso n  who i s  an em ployee o f  the  

departm ent o r  who i s  engaged by c o n t r a c t  to  com plete the a p p r a i­
s a l ,  but may n ot be made by a p e rso n  who h as been in v o lv e d  in  

p r e p a r in g  th e p ro p o sed  compromise o r  s e t t le m e n t;
(B) must s p e c i f y  the o b je c t iv e s  o f  th e  d e p a rtm e n t's  

n e g o t i a t io n s ;  and
(C) must re v ie w  th e p ro p o sed  coaq>romise o r  s e ttle m e n t

( i )  to  e n su re  t h a t  i t  m eets th e  o b je c t iv e s
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specified; and

( i i )  to  determ ine w hether i t  a d v e r s e ly  a f f e c t s  

o th e r l i t i g a t i o n  to  w hich th e s t a t e  i s  a  p a r t y ;  and
(2 ) u n le s s  a t le a s t  14 days p a s s  between the day the com- 

a i s s i o n e r  r e c e iv e s  the proposed co sp ro m lse o r s e t t le a e n t  agree aen t and 

th e day the c o a a is s io n e r  execu tes th a t a g re e aen t.

( i )  The c o a a is s io n e r  aay not e n t e r  in to  a s e t t le a e n t  o r coapro - 

a i s e  o f  a d is p u te  between the d e p a rta e n t and a p e rso n  as to  a r o y a lt y  

o r  net p r o f i t  payaent i f  th e s e t t le a e n t  o r  c o a p ro a ise  p ro v id e s  th a t  

in f o r a a t io n  r e le v a n t  to the s e t t le a e n t  o r  c o a p ro a is e , o r th e t e r a s  o f  

th e s e t t le a e n t  o r  c o a p ro a is e , a re  c o n f id e n t ia l  beyond th e c o n fid e n ­
t i a l i t y  o th e rw ise  p ro vid ed  f o r  by law .

( J )  The c o a a is s io n e r  s h a l l  m a in ta in  fo r  re v ie w  f u l l  documenta­
t io n  o f  a s e t t le a e n t  o r c o a p ro a ise  o f a d isp u te  between th e dep artae n t  

and a parson  as to  a r o y a lt y  o r net p r o f i t  payaent.
*  S e c . 3. AS 4 3 .0 5 .0 6 0  i s  amended by ad d in g  new s u b s e c tio n s  to re ad :

(b) I f  the department e n te rs  in t o  n e g o tia tio n s  to r e s o lv e  a tax  

d is p u te  between th e departaen t and a ta x p a y e r in v o lv in g  a c l a i a  th at  

t o t a l s ,  w ith  a p p lic a b le  p e n a lty  and i n t e r e s t ,  $ 1 0 ,0 0 0 ,0 0 0  o r a o r a , the 

c o a a is s io n e r  s h a l l ,  not l a t e r  than 14 days a f t e r  coasMncement o f  

n e g o t ia t io n s , a d v is e  the com m issioner o f  n a tu ra l re so u rc e s  and the
a tto rn e y  g e n e ra l th a t n e g o tia tio n s  have coaaenced. The c o a a is s io n e r

1
s h a l l  p ro v id e  n o t ic e  to the com m issioner o f n a tu ra l re so u rc e s  and the  

a tt o r n e y  g e n e ra l a t le a s t  once d u rin g  each  subsequent 30-day p e rio d  

t h a t  th e n e g o tia t io n s  co n tin u e .
( c )  I f  th e department proposes t o  e n te r in t o  an agreement under

(a )  o f  t h i s  s e c t io n  to r e s o lv e  a ta x  d is p u t e  between th e d e p artaen t
y

and a ta x p a y e r in v o lv in g  a c l a i a  th a t t o t a l s ,  w ith  a p p lic a b le  p e n a lty  

and i n t e r e s t ,  $ 1 0 ,0 0 0 ,0 0 0  o r  a o r e , th e coasd .ssio n er aay n o t e n te r in to
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tha agreement

(1) without first securing and reviewing an independent ap­

praisal of the effects of the proposed agreement; the independent 

appraisal

(A) may be made by a person who is an employee of the

department or who is engaged by contract to complete the ap­

praisal, but may not be made by a person who has been involved in 

preparing the proposed agreement;

(B) must specify the objectives of the department's 

negotiations; and

(C) must review the proposed resolution

(i) to ensure that it meats the objectives speci­

fied; and

(ii) to determine whether it adversely affects

other litigation to which the state is a party; and

(2) unless at least seven days pass between the day the

commissioner receives the proposed agreement and the day the commis­

sioner executes that agreement.

(d) In making an agreement under (a) of this section, neither 

the department nor the attorney general may agree that information 

relevant to the agreement, or the terms of the agreement, are confi­

dential beyond the confidentiality otherwise provided for by law. The 

department must maintain for review full documentation of the agree­

ment .

* Sec. 4. AS 43.05.070 is amended by adding new subsections to read:

(c) If the department enters into negotiations to compromise or 

settle a tax dispute between the department and a taxpayer involving a 

claim that totals, with applicable penalty and interest, $10,000,000

or more, the commissioner shall, not later than 14 days after

HB0541B -5- CSHB 541(Res)
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cqgw*nc#»ent of negotiation*, advigp the coaaissioner of Q^l^ucfl re­

sources and th« attorney general th#t negotiations hava coauenced. 

Thjp coaaissioner shall provide notice to tha commissioner of natural 

resources and the attorney general at least once during each subse­

quent 30-day period that the negotiations continue.

(d) If th« departpent proposes to cqpprouise or settle a tax 

dispute between the departaent and a taxpayer involving a claia that 

totalp, with applicable penalty and interest, $10,000,000 or aore, the 

coaaissioner pay not enter into the agreeaent

(1) without first securing and reviewing an independent ap­

praisal of the effects of the proposed coaproaise or settleaent agree­

aent; the independent appraisal

(A) may be aade by a person who is an eaiployee of the 

departaent or who is engaged by contract to coaplete the ap­

praisal, but aay not be a»de by a person who has been involved in 

preparing the proposed cosprouise or settleaent agreeaent;

(B) pust specify the objectives of the departaent's 

negotiations; and

(C) must review the proposed coaproaise or settleaent-e
(i) to ensure that it aeets the objectives speci­

fied; and

(ii) to deteraine whether it adversely affects 

other litigation to yrhich the state is a party; and

(2) unless gt least seven days pass between the day the 

copulasioner receives the proposed coaproaise or settleaent agreeaent 

a$d the day the commissioner executes that agreement.

(e) In compromising » tax or penalty under this section, neither 

the departpent nor the attorney general pay agree that information 

relevant to the coppropiSSt or the terns of the coaproaise, are
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1 confidential beyond the confidentiality otherwise provided for by law.

2 The department must maintain for review full documentation of the

3 compromise.

4 * Sec. 5. AS 43.05.225 is amended by adding a n ew subsection to read:

5 (b) If a tax imposed by AS 43.55, AS 43.56, AS 43.57, former

6 AS 43.21, or former AS 43.58 is not paid on or before the date pre-

7 scribed for payment, it bears interest at the rate of five percentage

8 points above the annual rate charged member banks for advances by the

9 12th Federal Reserve District, as established on the first day of each

10 calendar quarter, compounded quarterly.

11 * Sec. 6. AS 43.05.280(a) is amended to read:

12 (a) Except as provided in (d) of this section, interest [INTER-

13 EST] shall be allowed and paid on an [ANY] overpayment of a tax under

14 this title at the rate prescribed in AS 43.05.2 2 5 (a) [AS 43.05.225],

15 * Sec. 7. AS 43.05.280 is amended by adding a new subsection to read:

16 (d) Interest shall be allowed and paid on an overpayment of a

17 tax imposed by AS 43.55, AS 43.56, AS 43.57, former AS 43.21, or

18 former AS 43.58, at the rate prescribed in AS 43.05.225(b) less two

19 percentage points.
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