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FISCAL NOTE
STATE OF ALASKA BILL NO. SCS CSHB 341 (FIN)
1996 LEGISLATIVE SESSION

Revision Date:__________________________________________Dept Affected Administration
Title: "An Act relating to consideration and determination BRU: Tax Appeals *
h\ the Superior Court or..."_______________________________ Component: Tax Appeals *
Sponsor: Rep. Green________________________________  ______________
Requestor: I louse Judiciary____________________________COMPONENT SERIAL NO.
Expenditures/Revenues__________________________________ (Thousands of Dollars)
OPERATING EXPENDITUR FY 97 FY 98 FY 99 FY 00 FY 01 FY 02

PERSONAL SERVICES I I3.6 113.6 113.6 113.6 113.6 I 13.6
TRAVEL 8.8 S.8 S.8 8.8 8.8 8.8
CONTRACTUAL 35.0 29.0 29.0 29.0 29.0 29.0
SUPPLIES 3.0 3.0 3.0 3.0 3.0 3.0
EQUIPMENT 28.0 2.5 2.5 2.5 5.0 2.5
LAND & STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
GRANTS. CLAIMS 0.0 0.0 0.0 0.0 0.0 0.0
MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 188.4 156.9 156.9 156.9 159.4 I56.9

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 188.4 156.9 156.9 156.9 159.4 156.9
1005 GF/Program Receipts
1037 GF/Mental Health
Other
Total 188.4 156.9 156.9 156.9 159.4 156.9

Estimate of current year (FY 96) cost: $ 0.0 
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

1 1 1 1 1 1
1 1 1 1 1 1

Mark BoyerApproved by Commissioner:
Agency: Department of Administration M f o H . v Date:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office

{■pkl/’1■ I

we. 1/95) Page 1 of 2



4
STATE OF ALASKA

1996 LEGISLATIVE SESSION

riSCAL NOTE
BILL NO. SCS CSHB 341 (FIN)

ANALYSIS: (continued)
This bill creates an Office of Tax Appeals in the Department of Administration.

Personal Services - The Office of Tax Appeals will include one Administrative Law Judge (equivalent to a 
Limited Entry Commissioner, range 26. annual cost S96.4) who will hear all appeals involving tax matters 
from the Department of Revenue, including severance tax, corporate income tax. and all fisheries taxes. 
The ALJ will require the support of a half time Secretary I, annual cost 517.2. for a total cost of 5113.6.

Travel - Cost based upon an estimated seven trips (air fare 5400) with 3 days (5120 per day) of per diem 
for each trip for routine hearings and an additional 53.5 to cover two or three major hearings (lasting in 
excess of 3 to 5 days) at the same rate.

Contractual - Funding is needed to provide office space, communications (telephone/computer), additional 
legal support for large cases, I/A for Commissioner's Office and Administrative Services support, other 
professional services, subscriptions, courier service and printing. The recurring incremental costs for these 
items is S29.0.

Supplies - S3.0 is needed for general office supplies, software, and data processing supplies.

Equipment - Equipment needs include two computers, printers, copier. FAX and office furniture. Estimated 
start-up costs are S28.0. Recurring funding of S2.5 is needed for maintenance or replacement parts. 55.0 
has been included in 2001 for equipment replacement or upgrade.

Rev 1/95) Page 2 ol 2



R E P O R T E D  O U T  O F  
F I S C A L  N O T E  ' S F C  -------------

ST A T E  O F  ALASKA  BILL NO. CSHB 341
1996 L E G IS L A T IV E  SESSIO N
Revision Dnte: 4 / 1 7 / 9 6 _________________________________Dept Affected: A laska Judicial Council_____________
Title: Tax Cou rt _____  b r u : ____________________________________ ~
 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  _______  Components: __________________________
Spon so r______________________________________________________________________________________________________________
Requestor____________________________  ~ C O M P O N E N T  SER IA L  NO . __________ C /71

EXPENDITURES/REVENUES____________________(Thousands o f Dollars)
OPERATING EXPENDITURES FY  97 F Y 9 8 F Y 9 9 FYOO FY  01 I F Y  0 2
PERSONAL SERVICES 
TRAVEL 
CONTRACTUAL 
SUPPLIES 
EQUIPMENT 
LAND & STRUCTURES 
GRANT'? & CLAIMS 
MISCELLANY OUS

3.S
9.6
0.8

TOTAL OPERATING 13.9

|CAP1TAL EXPENDITURES | 2 E Z H  " I  I T
jCHANGS IN REVENUES ( ) | | | ‘  | |

FUND SOURCE_________________________________ (Thousand* o f Dorters)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
Other

13.9

TOTAL 1 3 3

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

0
0
0

Estimate o f current year (FY 96) c o s tS  None

A N A LYS IS : (Attach a separate page if necessary)
See attached memo to House Finance Committee from William T. Cotton, dated March 19,19%, re CSHB 341.

Prepared by: 
Agency:

W illiam T- Cotton. Executive Director { //jtZ C d U /l
A laska  Judicial Council * 7 r7Zt/e-'

Phone : 2 7 9 -2 5 2 6  
Date: 4 /17 /96

Approved by: 
Agency:

W illiam  T. Cotton. Executive D irector
A laska Judicial Council Date: 4 /17 /S6

Re* 1/9G

PREPARER TO PROVIDE ALL DISTRIBUTION CO PTES TO GOVERNORS LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office

Page 1 of 1



H o u se  F in a n c e  C o m m itte e  
March 19,1996 
P a ste  2

Costs

Travel
Travel and per diem for one 2«day Anchorage Council M eeting 3.5

C o n tra c tu a l
1. Advertising

Three small display ads in  Anchorage, Juneau, Fairbanks 
requesting public comment 1.7

2. Tem porary  Secretary (30 hours/w eek for six -weeks) 2.9
3. M ailing

a. A nnouncem ent letter (to attorneys, including Bar labels) 1.2
b. Survey (to attorneys, including Bar labels) 3.2
c. Miscellaneous (references, targeted surveys) .1

4. Credit Checks .5

Supplies
Paper, envelopes for survey .8

Total 13.9

Please feel free to  contact me w ith  any further questions.

W TC isl

TOTPL P , 04



STATE OF ALASKA

1996 LEGISLATIVE SESSION

Revision D a t e :__________________________________
Title: Tax Appeals/Assessment/1 ivy/Collection

M W

s f c  y / i f e .c  "Dept. Affected: Revenue

F I S C A L  N O T E  S ' l l ' W ™ ’

Permanent Fund Dividend_BRU: _______________________
Component; Permanent Fund Dividend

Sponsor: Representative G reen
Requestor: Senate Finance COMPONENT SERIAL NO. 981

Expenditures/Revenues: (Thousands of Dollars)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY00 FY01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL 29.0 29.0 29.0 29.0 29.0 29.0
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 29.0 29.0 29.0 29.0 29.0 29.0
CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1050 PFD Dividend Fund 29.0 29.0 29.0 29.0 29.0 29.0
1016 Federal Incentive Payments i
TOTAL 29.0 29.0 29.0 29.0 29.0 29.0
Estimate of any current year (FY96) cost $ 0.0
POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

The $29.0 in contractual funding is needed to pay for increased hearing officer services provided by the formal 
Hearing Section in the Commissioner's office, PFD formal hearing caseload has increased significantly over the past 
several years and some staffing has been paid for with general funds. With the passage of HB 341 the general funds 
available in the Hearing Section are being reduced (which helps offset the Department of Administrations fiscal note 
on this bill) as the tax appeal function is being transferred to DOA. This req- 'est for increased funding is necessary to 
replace the general funds currently being expended on PFD appeals. Thei _• is not sufficient funding in PFD's current 
operating budget to absorb the Hearing Officer costs that are currently paid for with general funds.

Prepared by:
Division:
Approved by Commissioner: 
Agency:

Deborah Vogt, (>6puty CoTritijsslooer , ^
Commissioner's Dffice ( \
Wilson L. CondorK^

[ C J i 1 J f a -

Phone: (907) 465-2302
Dale: April 30. 1996
Date: April 30. 1996

Department of Revenue

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office

Page 1 of
l:LEG:HB241PFD.XLS



S F C  —Revision Date: April 30. 1996_______________ Dept. Affected: Revenue

■ STATE OF ALASKA C IQ rA I MOTF r  -B}lLNQ:_SpS^SHB 34.1. (FIN)
1996 LEGISLATIVE SESSION R l P O K  ! O ^ Q t  O f

Title: Tax Appeals/Assessment/Levy/Coltection___________BRU: Administration and Support
___________________________________________________________ Component: Commissioner's Office
Sponsor: Representative Green
Requestor: Senate Finance COMPONENT SERIAL NO. 123

Expenditures/Revenues:_______________________________________ (Thousands of Dollars)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY00 FY01 FY 02
PERSONAL SERVICES 
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

I

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1050 PFD Dividend Fund 
1007 Interagency Receipts

29.0

-58.0

29.0
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY96) cost $ 
POSITIONS:

0.0

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (AHach a separate page if necessary)

Upon the passage of HB 341 the Hearing sections caseload will consist primarily o f Child Support Enforcement, 
Permanent Fund Dividend and Charitable Gaming appeals. The majority o f general funds allocated to this section is 
being reduced as the tax appeal function is being transferred to Department o f Administration. As detailed on the 
attached schedule, this proposed funding switch would allocate funding in accordance with this. Some PFD and 
CSED hearing services are now paid for with general funds. After the fund switch CSED services will be paid with a 
federal fund source and PFD will pay via interagency receipts.

Prepared by:
Division:
Approved by Commissioner: 
Agency:

Deborah Vogt, Deputy Commissi rner A / ]  Phone: (907) 465-2302
Commissioner's Officp | / /  Date: April 30, 1996
Wilson L. Condon X cxaJ ' W

m
A-' Date: April 30. 1996

Deportment of Revenue
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office

Page 1 of
l:LEG:HB341FN.XLS



3CS CSHB 341 ( F I N ) 1 
F i s c a l  Note A n a ly s i s  
Page 2

Alaska Department of Revenue 
Hearing Section Funding

Reduce General Fund to 10%

Position PCN Total Cost GF Cost CSED Cost PFD Cost

Senior Hearing Officer 040014 $ 93.415.00 $ 9,341.50 $ 42,036.75 $ 42,036.75
Paralegal Ass't II 040015 $ 53.516.00 $ 5,351.60 $ 24,082.20 $ 24,082.20
Admin Clerk II 041033 $ 34,912.00 $ 3,491.20 $ 15.710.40 S 15,710.40

Total $181 ,843 .00 $ 18,184.30 $ 81,829.35 $ 81,829.35

PFD Hearing Officer 040012 $ 74,909.10 $ 74,909.00
CSED Hearing Officer 040025 $ 74.909.00 $ 74,909.00

Total $331 ,661 .00 $ 18.184.30 $ 156.738.35 $ 156.738.35

General Fund Savings:

Current General Fund 
10% General Fund

Difference

$ 76,188.00 
$ (18,184.30)

$ 58,003.70

Prepared by Deborah Vogt 4/25/96 Page 2



< • 04/22/ 16 08:31. © 1 9 0 7  °70 6884- . ADMIN ACCOUNTING JirVFtti siipomn? : R i m :

RE
F IS C A L  N O T E  c

STATE OF ALASKA . BEL ^  puj,iish
1996 LEGISLATIVE SESSION
Revision Date: 04/22/96_____________________________ Dept. Affected: Alaska loun aysiem
Tllle: An Act establishing a tax court..___________BRU: Trial Courts________
 . Component:
Sponsor: Rap. Green______________________________
Requestor: House Resources    COMPONENT SERIAL NO. 768
Expenditures/Revenues ' (Thousands of Dollars)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FYOO FY 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
MISCELLANEOUS

. •

TOTAL OPERATING m • • * • m

| CAPITAL EXPENDITURES | | | | I I
CHANGE IN REVENUES ( ) ,| ) • | | | |
FUND SOURCE ’  (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1C05 GF/Program Receipts 
1037GF/Mental Health 
Other

►
•■ • • • , • m

•

TOTAL m • e • • ■

Estimate of any current year (FY 96) cost: $. 
posmoNS

None

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page If necessary)

See attached fiscal analysts.

. t /

•

Prepared by: C. S . Christensen III, Staff Counsel ( /uv T Y Phone: 264-8228
Agency: Alaska Court System i Dr.te; 04/22/96

Approved by: Arthur H. Snowden, II, Administrative Director „  ru e / _ Date: 04/22/96
Agency: Alaska Court System *

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
01:20 AM

Rev 1/96 Page 1 ol 2
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A la sk a  C o u rt S y s te m  • - •
F isca l A n a ly s is
S C S  CSH B 3 4 1  (JU D )

S C S  CSHB 3 4 1  (JU D ) a m e n d s  th e  c u r r e n t  m e th o d  o f  a d m in is tra t iv e  a d ju d ic a tio n  an d
ju d ic ia l a p p e a ls  re la tin g  to  ta x  c a s e s .  It e s ta b l is h e s  th e  o ffice  o f ta x  a p p e a ls  a s  a
q u a s i- ju d ic ia l a g e n c y  in th e  D e p a r tm e n t o f A d m in is tra tio n , an d  u n d e r  c e r ta in
c o n d i t io n s ,  g iv e s  ta x p a y e r s  th e  rig h t to  go d ire c tly  to  c o u r t  t o  c h a lle n g e  ta x
a s s e s s m e n ts  in a tria l d e  n o v o , ra th e r  th a n  an  o n - th e - re c o rd  a p p e a l.

• •

T h e  D e p a r tm e n t o f R ev en u e  h a s  a d v ise d  th a t  th e  c i rc u m s ta n c e s  u n d e r  w h ic h  a 
ta x p a y e r  w o u ld  b e  e n title d  to  go  d ire c tly  to  c o u r t a re  v e ry  lim ited , a n d  th a t  e v e n  u n d e r  
e x is t in g  la w , it w o u ld  norm ally  u s e  its  d isc re tio n  to  a llo w  a  ta x p a y e r  t o  g o  d ire c tly  to  
c o u r t  o n  th o s e  is s u e s .  A cco rd in g ly , th is  n o te  d o e s  n o t  a t te m p t  to  e s t im a te  th e  
a m o u n t  o f  jud ic ia l an d  c lerica l tim e  w h ic h  m ig h t b e  s p e n t  on  d ire c t a p p e a ls  a u th o riz e d  
b y  th is  le g is la tio n .

A c c o rd in g  to. t h e  D e p a r tm e n t o f R e v e n u e , th e re  a re  a p p ro x im a te ly  2 4  ta x  c a s e s  p e r  
y e a r  to  w h ic h  S C S  CSHB 341  (JUD ) w o u ld  app ly : 2 0  in th e  Incom e a n d  E xcise  A ud it 
D iv ision , a n d  4  in th e  Oil an d  T ax  A u d it D ivision. T h e s e  c a s e s  v a ry  in s ize  an d  
c o m p le x ity , w ith  th e  la rg e s t c a s e s  req u irin g  a s u b s ta n t ia l  c o m m itm e n t o f  jud icial an d  
c le rica l tim e , if th e y  c o m e  d ire c tly  to  c o u r t  fo r a tria l d e  n o v o .

Page 2 of 2
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17

A M E N D M E N T

O F F E R E D  IN T H E  SE N A T E
TO: SCS C SH B  341(JUD), dated April 22, 1996

BY SEN A TO R

Page 3, line 1:

Delete “ 120"

Insert “ 150”

Page 3, line 8:

Delete “3 0 ”

Insert “6 0 ’

Page 3, line 12:

Delete b u t”

Insert how ever,"

Page 3, line 15: 

Insert:

S S
/ l> 0

d (J o jO '/ jc L

REV.A 
4/27/96

“ (d) (Jpon notice o f  an opening and request by the governor for 

nominations under tins section, including a vacancy caused by the oecision o f  a 

sitting administrative law judge to not seek reappointm ent, a vacancy caused by 

the removal or resignation o f  an administrative law judge, o r  an opening 

resulting from  the decision to add an additional administrative law judge position 

to the office, the judicial council shall advertise and invite applications for the

1



position. The judicial council shall meet and make nominations under this 

section for the position within 120 days o f the governor’s notice and request for 

nom inations, unless the 120-day period is extended by the council with the 

concurrence o f the governor. ”

Renum ber remaining subsections accordingly.

Page 3, line 15:

Delete “(a) o f”

Page 3, line 21:

Delete “(c) and (d) o f”

Page 4, line 2:

Insert “copies o f” after “recommendations”



REV.C
4/27/96

0 J L j

A M E N D M E N T

O F F E R E D  IN  T H E  SEN A TE BY SEN A TO R

1

2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

TO : SCS CSHB 341 (JUD), dated April 22 , 1996 

Page 17, line 20

Delete all material.

Insert:

"decision only with respect to an issue in the assessment for tax, interest and 

penalties that the taxpayer raises upon the ground that a tax statute or tax 

regulation is"

Page 17, line 24

Follow ing "appeal" insert "of an issue"

Page 17, line 30

Follow ing "tax" insert "related to the issue"

Page 18, line 10

Follow ing "exclusive" insert "as to the issue raised"

Page 18, line 10

Follow ing "pursue an appeal" insert "of the issue"

Page 18, line 11

Follow ing "statute" insert "on the issue"

Page 18, lines 21-22

Delete "or if the superior court rules against the taxpayer,"



REV.C
4/27/96

2 Page 18, lines 23-25

3 Delete "without prejudice to any claims or defenses o f the taxpayer that were

4 barred from being raised in court by (c)(4) o f this section"

5

1

2



J DA M E N D M E N T

OFFERED IN TH E SENATE BY SENATOR
TO: SCS CSHB 341(JUD), dated April 22, 1996

1 Page 17, line 13:

2 Delete “6 0 ” and insert “30”

3 Page 17, line 16:

4 Delete “6 0 ” a.id insert “30"

5 Page 18, line 14:

6 Delete “60” and insert “30”
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A M E N D M E N T  £

OFFERED IN THE SENATE BY SENATOR l u a - j Q

1

2

3

4

5

6

7

8 

9

TO: SCS CSHB 341(JUD), dated April 22, 1996

Page 22, line 2:

Insert:

“(d) Notwithstanding sec. 20 of this Act, upon receipt o f a notice and 

request for nominations by the governor, the Alaska Judicial Council shall 

immediately proceed to advertise the position, invite applications, give public 

notice o f applications received, invite public comment on the applications, 

evaluate the applicants, and make nominations as provided in AS 43.05.410 in 

sec. 1 of this A ct.”

Renumber remaining subsection accordingly.

Page 22, line 7:

Delete all material and insert: 

u*Sec. 19. Section 18(d) of this Act takes effect immediately under 

AS 01.10.070(c).

*Sec. 20. Except as provided in sec. 19, this Act takes effect July 1, 1996.”
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SENATE CS FOR CS FOR HOUSE BILL NO. 34I0FTff>)—

IN THE LEGISLATURE OF TH E STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY T H E  SENATE JU D IC IA R Y  C O M M IT T E E

O ffered: 4/22/96
R eferred: Flnsince

Sponsor(s): REPRESEN TA TIV ES G REEN , Jam es

A BILL

FOR AN ACT ENTITLED

1 "An Act relating to adm inistrative adjudication and judicial appeals and to (lie

2 informal resolution of certain factual disputes between taxpayers and (he

3 Departm ent of Revenue; establishing the office of tax appeals as a quasi-judicial

4 agency in the Department of Adm inistration; revising the procedures for hearing

5 certain tax appeals, including appeals regarding seafood marketing assessments;

6 relating to consideration and determ ination by the superior court of disputes

7 involving certain taxes and penalties due, and am ending provisions relating to

8 the assessment, levy, and collection of taxes and penalties by the state and to

9 the tax liability of taxpayers; providing for the release of agency records

10 relating to formal adm inistrative tax appeals; relating to litigation disclosure of

11 public records; clarifying adm inistrative subpoena power in certain tax m atters;

12 and providing for an effective date."

IIII0341E -I- SCS CSIIIl 341(JUD)
N e w  T e x t  U n d e r l i n e d  [ D E L E T E D  T E X T  B R A C K E T E D ]



1 BE IT ENACTED BY THE LEGISLATURE O F T H E STATE OF ALASKA:

2 * Section 1. AS 43.05 is amended by adding new sections to read:

3 ARTICLE 4. OFFICE O F TA X  APPEALS.

4 Sec. 43.05.400. OFFICE OF TA X  APPEALS ESTABLISH ED. The office of

5 tax appeals is established within the department.

6 Sec. 43.05.405. JURISD ICTION . The office of tax appeals has original

7 jurisdiction to hear formal appeals from informal conference decisions o f  the

8 Department of Revenue under AS 43.05.240. Appeal to the office may be taken only

9 from an informal conference decision under AS 43.05.240. Jurisdiction o f  the office

10 is limited to, and AS 43.05.400 - 43.05.499 applies lo and governs, an administrative

11 appeal regarding

12 ( I )  electric and telephone cooperative taxes under AS 10.25;

13 (2) a seafood marketing assessment under AS 16.51;

14 (3) all taxes levied under AS 43, except the property tax assessed under

15 AS 43.56; and

16 (4) any other taxes administered by the Department o f  Revenue.

17 Sec. 43.05.410. APPOINTM ENT; TER M ; REAPPO IN TM EN T, (a) The

18 governor shall appoint a chief administrative law judge o f  the office o f  lax appeals

19 from among two or more persons nominated as most qualified for that position by the

20 Alaska Judicial Council. If one or more additional administrative law judges are

21 established in the office of lax appeals, the governor shall appoint additional

22 administrative law judges from among two or more persons nominated as most

23 qualified for each position by the judicial council.

24 (b) The initial term for an administra ive law judge, including the chief

25 administrative law judge, is two years. The governor may reappoint a person appointed

26 to serve as an administrative law judge, including the chief administrative law judge,

27 to subsequent terms of four years each.

28 (c) A reappointment o f  a person appointed to serve as an administrative law

29 judge, including the chief administrative law judge, shall be made as follows:

30 (1) if an administrative law judge seeks reappointment, the governor

31 shall notify the judicial council o f  the impending end o f  the administrative law ju d g e ’s
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term at least 120 days before the end o f  the term;

(2) in reviewing the performance o f  the administrative law judge, the 

judicial council shall collect and review sufficient information to thoroughly evaluate 

the administrative law judge; the review by the judicial council must include a 

published notice requesting written comm ents on the administrative law judge whose 

performance is being evaluated;

(3) the judicial council shall review the performance o f  the 

administrative law judge and submit by at least 30 days before the vacancy a 

recommendation to the governor on whether the administrative law judge should be 

reappointed;

(4) the governor has discretion to reappoint or not reappoint an 

administrative law judge whom the judicial council recommends for reappointment, but 

the governor may not reappoint a person as administrative law judge if the judicial 

council recommends against that reappointment.

(d) Nominations made by the Alaska Judicial Council under (a) o f  this section 

shall be made after the judicial council has reviewed the qualifications o f  applicants 

for administrative law judges. The judicial council shall collect and review sufficient 

information to thoroughly evaluate each applicant. The review by the judicial council 

must include a published notice requesting written comments on the list o f  applicants 

for an administrative law judge opening.

(e) in reviews by the Alaska Judicial Council under (c) and (d) of this section,

(1) comments, references, or survey responses that request 

confidentiality, or for which the judicial council promises confidentiality, shall be kept 

confidential, but the judicial council shall provide the applicant for administrative law 

judge or administrative law judges seeking reappointment a summary of the concerns 

raised in the comments, references, and survey responses that are kept confidential;

(2) the judicial council has authority to review confidential Alaska Bar 

Association files, including bar complaint files, on applicants for administrative law 

judge and on administrative law judges seeking reappointment whose applications or 

reappointment evaluations are under review; the judicial council shall maintain the 

confidentiality of these files; and

IIB034IK -3- SCS CSIIIt 341(.1 LID)
N e w  T e x t  U n d e r l i n e d  [ D E L E T E D  T E X T  D R A C K E T E D j



1 (3) the judicial council shall send to the governor with its nominees or

2 reappointment recommendations all nonconfidentiai materials that it gathers on

3 applicants for administrative law judge and administrative law judges seeking

4 reappointment whose applications or reappointment evaluations are under review, and

5 shall provide the governor with summaries of concerns raised in the comments,

6 references, and survey responses that are kept confidential.

7 Sec. 43.05.415. REM OVAL, (a) The chief administrative law judge may be

8 disciplined or removed from office by the commissioner only tor good cause.

9 (b) An administrative law judge other than the chief administrative law judge

10 may be disciplined or removed from office by the chief administrative law judge only

11 for good cause.

12 (c) In this section, "good cause" includes

13 (1) violation of the Alaska code of judicial conduct adopted by the

14 Alaska Supreme Court;

15 (2) conviction of a crime of moral turpitude;

16 (3) unjustified failure to handle the caseload assigned or similar

17 nonfeasance o f  office;

18 (4) failure to meet the requirements of AS 43.05.425 relating to

19 qualification for office; and

20 (5) unreasonable failure to comply with the statutes or regulations

21 regarding the confidentiality of taxpayer information.

22 Sec. 43.05.420. ADM INISTRATION, (a) The chief administrative law judge

23 (1) shall exercise general supervision o f  the office; and

24 (2) may select and hire staff for the office.

25 (b) An administrative law judge, including the chief administrative law judge,

26 may preside over a proceeding and carry out any procedures authorized under

27 AS 43.05.400 - 43.05.499.

28 (c) The chief administrative law judge may adopt regulations implementing or
29 interpreting AS 43.05.400 - 43.05.499, including rules of procedure and evidence for

30 proceedings before the office.

31 Sc . 43.05.425. QUALIFICATIONS; CODE OF CO N D U C T, (a) An
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administrative law judge, including the chief administrative law judge, at the time of 

appointment, must

(1) be licensed to practice law in this state or another state; and

(2) have experience in the field of tax law or tax administration.

(b) A person appointed as an administrative law judge under AS 43.05.410 

who is not licensed to practice law in this slate at the time of appointment must 

become licensed to practice law in this state within 12 months after appointment or 

shall cease to hold office.

(c) An administrative law judge, including the chief administrative law judge, 

shall comply with the Alaska code of judicial conduct and, except as provided in (b) 

o f  this section, shall be and remain licensed to practice law in this state.

Sec. 43.05.430. NOTICE OF APPEAL FROM INFORM AL CO NFERENCE 

DECISION. An appeal under the jurisdiction of the office is initiated by filing with 

the office, and serving upon the commissioner of revenue, a notice of appeal from an 

informal conference decision of the Department o f  Revenue under AS 43.05.240. A 

notice o f  appeal from the informal conference decision may be filed or amended after 

the time for filing has expired only if good cause is shown.

Sec. 43.05.435. SCOPE AND STA ND ARDS FOR DECISION. The 

administrative law judge shall hear all questions de novo under AS 43.05.400 -

43.05.499. The administrative law judge shall

(1) resolve a question of fact by a preponderance o f  the evidence or, 

if a different standard of proof has been set by law for a particular question, by that 

standard of proof;

(2) resolve a question of law in the exercise of the independent 

judgment of the administrative law judge;

(3) defer to the Department of Revenue as to a matter for which 

discretion is legally vested in the Department of Revenue, unless not supported by a 

reasonable basis.

Sec. 43.05.440. SERVICE OF DOCUM ENTS. Service o f  documents required 

under AS 43.05.400 - 43.05.499 may be accomplished in any manner authorized under 

the Alaska Rules of Civil Procedure. If service is done only by mail, the date of
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service is determined by the date o f  mailing. If service is done by both mail and hand 

delivery, the date o f  service is determined by the earlier o f  the date o f  mailing or 

actual receipt of the documents.

Sec. 43.05.445. DISCOVERY, (a) In an appeal under AS 43.05.405, 

discovery may take place only under a plan for discovery approved by the 

administrative law judge. The administrative law judge shall approve a plan for 

discovery to the extent consistent with the efficient, just, and speedy conduct of the 

appeal. The plan may limit or set conditions on discovery and must include provisions 

for stipulations o f  fact by the Department o f  Revenue and the taxpayer. Discovery 

shall be limited to information that is relevant to the determination o f  the correct tax 

or penalty, unless the Department of Revenue or the taxpayer makes a showing that 

the discovery is reasonably calculated to lead to admissible information.

(b) Requests by the taxpayer for disclosure o f  public records relating to the 

appeal arc governed by, and the records are disclosed only in accordance with, the plan 

approved under this section.

(c) Legislative history, reported court decisions, statutes, regulations, or similar 

documents available for public inspection at a library or the office o f  the lieutenant 

governor or through a publicly accessible database must be obtained through those 

means and may not be sought through discovery.

Sec. 43.05.450. SUBPOENAS. An administrative law judge may issue a 

subpoena to compel attendance o f  a witness or the production of a document or thing. 

A subpoena may compel attendance of a witness or production of a document or thing, 

located cither inside or outside the state, to the maximum extent permitted by law. A 

subpoena may be used for the purpose of discovery or for the purpose of presenting 

evidence at a formal hearing. A subpoena shall issue upon request o f  a party, subject 

to reasonable limitation or conditions set in the subpoena. A subpoena may be 

enforced by petition to or other appropriate legal proceeding brought in a court o f  this 

state or another jurisdiction.

Sec. 43.05.455. FO RM A L HEARING, (a) At or before the formal hearing, 

a party may present argument and evidence relevant to the amount o f  the tax or 

penalty. The administrative law judge shall administer oaths and permit inquiry

SCS CSHB 341(JUD) -6-
N e w  T e x t  U n d e r l i n e d  [ D E L E T E D  T E X T  B R A C K E T E D j

I1B034IE



necessary to determine the proper amount of the tax or penalty.

(b) Each party and witness shall be present during the formal hearing, except

that

(1) with the consent o f  the taxpayer, the administrative law judge may 

conduct all or part of the hearing by telephone, a u d i ) or video teleconference, or other 

electronic medium; and

(2) with the consent o f  the parties and the administrative law judge, all 

or part of the hearing may be conducted through correspondence.

(c) The taxpayer bears the burden o f  proof on questions o f  fact by a 

preponderance o f  the evidence unless a different standard of proof has been set by law 

for a particular question.

(d) The formal hearing before the administrative law judge is not required to 

be conducted with strict adherence to the Alaska Rules o f  Evidence. Relevant 

evidence must be admitted if it is probative o f  a material fact in controversy. 

Irrelevant and unduly repetitious evidence shall be excluded. Hearsay evidence is 

admissible if it is the kind o f  evidence 011 which responsible persons arc accustomed 

to rely in the conduct of serious affairs, regardless o f  the existence o f  a common law 

or statutory rule that makes improper the admission o f  the evidence over objection in 

a civil action. Oral evidence may be taken only on oath or affirmation. The rules of 

privilege arc effective to the same extent that they arc recognized in a civil action in 

the courts o f  this stale, except that relevant documents and other material items that 

are public records under AS 09.25.100 - 09.25.220 shall be admissible.

(c) The administrative law judge shall make a record o f  the proceedings of the 

appeal, including recordation o f  the proceedings of a formal hearing by electronic or 

stenographic means.

(f) The administrative law judge may grant exceptions to the requirements of 

this section in the interest o f justice.

Sec. 43.05.460. ENFORCEM ENT, (a) The administrative law judge and each 

party is responsible for the efficient, just, and speedy conduct o f  the formal hearing. 

The administrative law judge may impose sanctions on the parties for failure to comply 

with a subpoena, an order respecting discovery, and any other matter regarding conduct

I1B034IE -7- SCS CSHB 341 (JUD)
N e w  T e s t  U n d e r l i n e d  [ D E L E T E D  T E X T  B R A C K E T E D  I



of  the appeal. In imposing sanctions, the administrative law judge shall be guided by 

the practices of the courts o f  this state in imposing sanctions for similar offenses in 

civil proceedings.

(b) The administrative law judge may

( J ) remand the matter for consideration o f  material new information or 

material information withheld by a party;

(2) prohibit a party from introducing information previously withheld 

without good cause, and any oll.cr evidence dependent upon the information;

(3) enter an order, upon a showing o f  good cause,

(A) barring a designated claim or defense;

(13) striking part or all of  a pleading o f  a party; or

(C) dismissing part or all o f  the appeal; or

(4) grant any other relief that the administrative law judge considers

appropriate.

(c) In addition to the remedies o f  (a) and (b) o f  this section, a party may seek 

enforcement o f  a subpoena or other order of an administrative law judge by the 

superior court under AS 44.62.590.

Sec. 43.05.465. DECISION; RECONSIDERATION; FINALITY, (a) Within 

180 days after the record on the appeal is closed, the administrative law judge shall 

issue a decision in writing. The decision must contain a concise statement of reasons 

for the decision, including findings of fact and conclusions of law. In the decision, the 

administrative law judge may grant relief, provide remedies, and issue any order that 

is appropriate. The administrative law judge shall serve each party in the case with 

a copy o f  the decision. Unless reconsideration is ordered under (c) o f  this section, the 

decision under this subsection is the final administrative decision.

(b) A party may request reconsideration o f  a decision issued under (a) o f  this 

section within 30 days after the dale of service shown in the certificate o f  service o f  

the decision. The request must state specific grounds Tor reconsideration. 

Reconsideration may be granted if, in reaching the decision, the administrative law 

judge has

(1) overlooked, misapplied, or failed to consider a statute, regulation,
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1 court or administrative decision, or legal principle directly controlling;
2 (2) overlooked or misconceived some material fact or proposition of
3 law;
4 (3) misconceived a material question in the case; or
5 (4) applied law in the ruling that has subsequently changed.
6 (c) The administrative law judge may issue an order for reconsideration of all
7 or part of the decision upon request of a party. Reconsideration is based on the record,
8 unless the administrative law judge allows additional evidence and argument. A
9 hearing on reconsideration at which additional evidence or argument is offered or

10 received is subject to the procedures applicable to a hearing under AS 43.05.455.
11 (d) The power to order reconsideration expires 60 days alter the date of
12 service, as shown on the certificate of service, of a decision issued under (a) of this
13 section. If the administrative law judge docs not issue an order for reconsideration
14 within the time allowed for ordering reconsideration, a motion for reconsideration is
15 considered denied.
16 (e) Within 60 days after the close of the record on reconsideration, the
17 administrative law judge shall issue a written decision upon reconsideration. The
IS administrative law judge shall serve each party in the case with a copy of the decision
19 upon reconsideration. The decision upon reconsideration is the final administrative
20 decision.
21 (I) A final administrative decision becomes final either on the date
22 (1) 60 days after the date of service of a decision issued under (a) of
23 this section if an order for reconsideration is not issued; or
24 (2) the decision upon reconsideration is served, as shown by the
25 certificate of service executed by the administrative law judge under (e) of this section.
26 Sec. 43.05.470. PUBLIC PROCEEDINGS AND RECORDS, (a) Records,
27 proceedings, and decisions under AS 43.05.400 - 43.05.499 are confidential, except
28 that the records, proceedings, and decisions become public records and open to the
29 public when the final administrative decision is issued and becomes final.
30 (b) Upon a showing of good cause, an administrative law judge shall issue a
31 protective order requiring that specified parts of the records, proceeding, or decision
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shall be kept confidential in a particular appeal. If a protective order is issued, the 
final administrative decision shall be made public after redacting by deletion or 
substitution of information as required by the protective order.

(c) The department, in consultation with the chief administrative law judge, 
shall maintain, index, and make available for public inspection the final administrative 
decisions, proceedings, and records of the office made public under this section.

Sec. 43.05.475. CONSISTENCY OF DECISIONS, (a) As to questions of 
law, a final administrative decision issued under AS 43.05.400 - 43.05.499, unless 
reversed or overruled, has the force of legal precedent.

(b) To promote consistency among legal determinations issued under 
AS 43.05.400 - 43.05.499, the chief administrative law judge may review and circulate 
among the other administrative law judges the drafts of formal decisions, decisions 
upon reconsideration, and other legal opinions of the other administrative law judges 
in the office. The drafts arc confidential documents and are not subject to disclosure 
under AS 09.25.100 - 09.25.220 or this chapter.

Sec. 43.05.480. JUDICIAL REVIEW, (a) Judicial review by the superior 
court of a final administrative decision may be had by a party to the appeal under 
AS 43.05.400 - 43.05.499 by filing a notice of appeal in accordance with the 
applicable rules of court governing appeals to that court in civil matters. The notice 
of appeal shall be filed within 30 days after an administrative decision becomes final 
under AS 43.05.465. The right to judicial review under this subsection is not affected 
by the failure to seek reconsideration before the administrative law judge.

(b) The amount due must be paid or refunded within 30 days after the date 
that the final administrative decision becomes final under AS 43.05.465. In place of 
payment of the amount due, a taxpayer who has appealed a final administrative 
decision may file a bond with the court or otherwise obtain relief from payment in 
accordance with the Alaska Rules of Appellate Procedure.

(c) Appeals under this section are reviewed under AS 44.62.560 and 44.62.570.
(d) If, after the appeal is heard, it appears that the final administrative decision 

was correct, the court shall affirm the decision. If the final administrative decision is 
incorrect, the court shall determine the amount due. If the taxpayer is entitled to a
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1 refund, the court shall order the repayment and the Department of Revenue shall pay
2 the amount due and attach a certified copy of the judgment to the payment. If the
3 court determines that the taxpayer owes an additional amount, the court shall order the
4 payment and the taxpayer shall pay the amount due and attach a certified copy of the
5 judgment to the payment. Any payment required under this subsection shall be paid
6 by the 30th day following the expiration of the time within which an appeal from the
7 superior court decision may be filed, unless the parly appealing files a bond or
8 otherwise obtains relief from payment in accordance with the Alaska Rules of
9 Appellate Procedure.

10 Sec. 43.05.499. DEFINITIONS. In AS 43.05.400 - 43.05.499, unless the
11 context otherwise requires,
12 (I) "administrative law judge" means an administrative law judge
13 appointed under AS 43.05.410;
14 (2) "commissioner" means the commissioner of administration;
15 (3) "department" means the Department of Administration;
16 (4) "discovery" means the use of subpoenas, subpoenas duces tecum,
17 interrogatories, requests for production, requests for admission, depositions, and other
18 methods of civil procedure by which one party to an action may discover information
19 within the knowledge and control of another person;
20 (5) "legislative history" means the documents of the legislature
21 recording the background and events, including draft bills, correspondence and
22 memoranda, committee reports, tapes and transcripts of hearings, and tapes and
23 transcripts of floor debate concerning consideration of a bill;
24 (6) "office" means office of tax appeals in the department;
25 (7) "party" means the Department of Revenue or the taxpayer;
26 (8) "proceeding" means only a proceeding under the jurisdiction of the
27 office;
28 (9) "subpoena" means a command to appear at a certain time and place
29 to testify, or to appear at a certain lime and place to produce books, papers, and other
30 things, and testify;
31 (10) "tax" means a lax described in AS 43.05.405, including a seafood
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marketing assessment under AS 16.51;

(11) "taxpayer" means a person required to pay a tax, including a 

person required to pay a seafood marketing assessment under AS 16.51.

* Sec. 2. AS 09.25.100 is amended to read:

Sec. 09.25.100. DISPOSITION OF TAX INFORMATION. Information in the 

possession of the Department of Revenue that discloses the particulars of the business 

or affairs of a taxpayer or other person is not a matter of public record, except for 

purposes of investigation and law enforcement. The information shall be kept 

confidential except when its production is required in an official investigation, 

adm inistrative adjudication under AS •43.05.400 - 43.05.499. or court proceeding. 

These restrictions do not prohibit the publication of statistics presented in a manner 

that prevents the identification of particular reports and items, [OR| prohibit the 

publication of tax lists showing the names of taxpayers who are delinquent and 

relevant information that may assist in the colieclion of delinquent taxes, o r prohibit 

the publication of records, proceedings, and decisions under AS 43.05.400 -

43.05.499.

* Sec. 3. AS 09.25.122 is amended to read:

Sec. 09.25.122. LITIGATION DISCLOSURE. A public record that is subject 

to disclosure and copying under AS 09.25.110 - 09.25,120 remains a public record 

subject to disclosure and copying even if the record is used for, included in, or relevant 

to litigation, including law enforcement proceedings, involving a public agency, except 

that with respect to a person involved in litigation, the records sought shall be 

disclosed in accordance with the rules of procedure applicable in a court or an 

adm inistrative adjudication [RULES]. In this section, "involved in litigation" means 

a parly to litig* jn or representing a parly to litigation, including obtaining public 

records for the parly.

!l! Sec. 4. AS 22.10.020(d) is amended to read:

(d) The superior court has jurisdiction in all matters appealed to it from a 

subordinate court, or administrative agency when appeal is provided by law. The 

hearings on appeal from a final order or judgment of a subordinate court or 

administrative agency, except an appeal under AS 43.05.242. shall be on the record
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1 unless the superior court, in its discretion, grants a trial de t:ovo, in whole or in part.

2 The hearings on anneal from a final order or judgment under AS 43.05.242 shall

3 he on the record.

4 * Sec. 5. AS 37.10.410 is amended to read:

5 Sec.37.10.410. "ADMINISTRATIVE PROCEEDINGS INVOLVING TAXES"

6 DEFINED, (a) The following money received by the state is considered to be

7 received as a result of the termination of an administrative proceeding for purposes of

8 applying art. IX, sec. 17(a), Constitution of the State of Alaska:

9 (1) past due taxes that are received by the state for each tax year for

10 which a request for an informal conference under AS 43.05.240 [AS 43.05.240(a)] is

11 made to the Department of Revenue, together with penalties and interest on the taxes;

12 (2) past due taxes that are received by the state after a request for a

13 formal hearing under AS 43.05.241 [AS 43.05.240(b)(1)] is made to the Department

14 of Revenue, together with penalties and interest on the taxes.

15 (b) Money received by the state under the following conditions is not

16 considered to be received as the result of the termination of an administrative

17 proceeding for purposes of applying art. IX, sec. 17(a), Constitution of the State of

18 Alaska:

19 (1) taxes that are not due at the time the request for the proceeding was

20 made under AS 43.05.240. 43.05.241. or 43.05.242 [AS 43.05.240(a) or (b)(1)];

21 (2) taxes set out in a return not audited by the Department of Revenue

22 at the date of collection; or

23 (3) taxes collected for a lax year for which the taxpayer did not give

24 notice of appeal of an assessment made by the Department of Revenue.

25 * See. 6. AS 39.25.110 is amended by adding a new paragraph to read:

26 (31) the chief administrative law judge and any other administrative law

27 judges appointed to the office of tax appeals of the Department of Administration

28 under AS 43.05.400 - 43.05.499.

29 !|! See. 7. AS 43.05.010 is amended to read:

30 Sec. 43.05.010. DUTIES OF COMMISSIONER. The commissioner of

31 revenue shall
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1 (1) exercise general supervision and direct the activities of the

2 Department of Revenue;

3 (2) supervise the fiscal affairs and responsibilities of the department;

4 (3) prescribe uniform rules for investigations and hearings;

5 (4) keep a record of all departmental proceedings, record and file all

6 bonds4 and assume custody of returns, reports, papers, and documents of the

7 department;

8 (5) [REPEALED

9 (6)] adopt a seal and affix it to each order, process, or certificate issued

10 by the commissioner;

11 (62 [(7)] keep a record of each order, process, and certificate issued by

12 the commissioner, and keep the record open to public inspection at all reasonable

13 times;

14 f7jl [(8)] hold hearings and investigations necessary for the

15 administration of state tax and revenue laws;

16 (8) except as provided in AS 43.05.400 - 43.05.499. [(9)] hear and

17 determine appeals of a m atter within the jurisdiction of the Department of Revenue

18 [INVOLVING INCOME, EXCISE, LICENSE, OR OTHER TAXES LEVIED UNDER

19 STATE LAWS] and enter orders on the appeals that arc final unless reversed or

20 modified by the courts;

21 (9) issue subpoenas to [(10)] require the attendance of witnesses and

22 the production of necessary books, papers, documents, correspondence! and other

23 tli in us [EVIDENCE AT HEARINGS];

24 (10) [(II)] order the taking of depositions before a person competent

25 to administer oaths;

26 (11) [(12)] administer oaths and lake acknowledgments;

27 (12) [(13)] request the attorney general for rulings on the interpretation

28 of the tax and revenue laws administered by the department;

29 (13) [(14)] call upon the attorney general to institute actions for

30 recovery of unpaid taxes, fees, excises, additions to tax, penalties, and interest;

31 [142 [(15)] issue warrants for the collection of unpaid tax penalties and
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interest and take all steps necessary and proper to enforce full and complete 

compliance with the lax, license, excise, and other revenue laws of the state;

(15) [(16)] audit reports, payments, and payments due relating to 

royalty and net profits under oil and gas contracts, agreements, or leases under 

AS 38.05 [;

(17) REPEALED].

* Sec. 8. AS 43.05.040 is amended to read:

Sec. 43.05.040. INSPECTION OF RECORDS OR PREMISES AND 

ISSUANCE OF SUBPOENAS, (a) The department may examine the books, papers, 

records, or memoranda of any person to ascertain the correctness of a return filed or 

to determine whether a tax or a payment for oil or gas royalty or net profits shares 

under a contract, agreement, or lease under AS 38.05 is due, or in an investigation or 

inspection in connection with lax matters or matters relating to oil and gas royalty or 

net profits under contracts, agreements, or leases under AS 38.05. The records and the 

premises where a business is conducted shall be open at all reasonable times for 

official inspection, and the department may subpoena any person to appear and 

produce books, records, papers, or memoranda bearing upon lax matters or matters 

relating to oil and gas royalty or net profits under contracts, agreements, or leases 

under AS 38.05, and to give testimony or answer interrogatories under oath respecting 

tax matters or matters related to oil and gas royalty or net profits under contracts, 

agreements, or leases under AS 38.05, and the department may administer oaths to 

persons who arc so subpoenaed. A subpoena issued under this section may compel 

attendance of a witness nr production of a document or tliinu. located cither 

inside nr outside the state, to the maximum extent permitted by law.

(b) A subpoena may be served by the commissioner of public safely or a peace 

officer designated by the commissioner of public safety! [OR] by a person designated 

by the Department of Revenue, o r as otherwise provided by law. A subpoena mav 

also he served by registered n r certified mail for delivery restricted only to the 

person subpoenaed. The return  delivery receipt must be addressed so that the 

receipt is returned to the departm ent.

(c) If a person who is subpoenaed neglects or refuses to obey the subpoena

IIII0341L -15- SCS CSHB 341(JUI))
N e w  T e x t  U n d e r  l i n e d  I  D E L E T E D  T E X T  B R A C K E T E D/



issued as provided in this section, the department may report the fact to the superior 

court or the appropriate court of another jurisdiction, and may seek an order 

from the court compelling obedience to the subpoena. The [AND THE] court, to 

the maximum extent perm itted by law, may compel obedience to the subpoena to 

the same extent as witnesses may be compelled to obey the subpoenas of the court.

* Sec. 9. AS 43.05.230(a) is amended to read:

(a) It is unlawful for a current or former officer, employee, or agent of the 

state to divulge the amount of income or the particulars set out or disclosed in a report 

or return made under this title, except

(1) in connection with official investigations or proceedings of the 

department, whether judicial or administrative, involving taxes due under this title;

(2) in connection with official investigations or proceedings of the child 

support enforcement agency, whether judicial or administrative, involving child support 

obligations imposed or imposablc under AS 25 or AS 47;

(3) as provided in AS 38.05.036 pertaining to audit functions; [AND]

(4) as provided in AS 43.05.400 - 43.05.499: and

(5) as otherwise provided in this section.

* Sec. 10. AS 43.05.240 is repealed and reenacted to read:

Sec. 43.05.240. TAXPAYER REMEDIES, (a) A taxpayer aggrieved by the 

action of the department in fixing the amount of a tax or penalty may apply to the 

department within 60 days after the date of mailing of the notice required to be given 

to the taxpayer by the department, giving notice of the grievance, and requesting an 

informal conference to be scheduled with an appeals officer. The taxpayer shall be 

given access to the taxpayer's file in the department in the matter for preparation for 

the informal conference. At the informal conference, the taxpayer may present to the 

appeals officer arguments and evidence relevant to the amount of tax or penalty due 

the state. If the department determines that a correction is warranted, the department 

shall make the correction.

(b) A party who believes that the appeals officer is unduly delaying a hearing 

process may notify the commissioner in writing. Within 30 days after being notified 

by a party, the commissioner may issue an order prescribing a schedule for the appeals

SCS CSHB 341(JUD) -16-
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1 officer to complete the informal conlerence or setting a meeting at which that schedule

2 will be discussed and prescribed. The schedule may be subsequently modified by

3 consent of the parlies. If the commissioner fails to issue an order within 30 days after

4 receiving notice of a party’s belief of undue delay, the department’s action in fixing

5 the amount of tax or penally shall be considered to have been summarily affirmed by

6 the appeals officer the same as if an informal conference decision to that effect were

7 issued on the last day of that 30-day period.

8 * See. 11. AS 43.05 is amended by adding new sections to read:

9 Sec. 43.05.241. ADMINISTRATIVE APPEAL. For a matter within the

10 jurisdiction of the office of tax appeals under AS 43.05.405, the taxpayer aggrieved

11 by an informal conference decision entered under AS 43.05.240 may file with the

12 office of tax appeals a notice of appeal for formal hearing, as provided in

13 AS 43.05.430, no later than 60 days after service of the decision resulting from an

14 informal conference.

15 Sec. 43.05.242. JUDICIAL APPEAL CHALLENGING VALIDITY OF TAX.

16 (a) Within 60 days after a decision resulting from the informal conference, a person

17 aggrieved by the action of the department under AS 43.05.240 on a ground specified

18 in this section may appeal to the superior court.

19 (b) An appeal under this section may be taken from an informal conference

20 decision only upon the ground that a tax statute or tax regulation is

21 (1) violaiivc of the United States Constitution;

22 (2) violative of the state constitution; or

23 (3) preempted by federal statute, regulation, or treaty.

24 (c) An appeal under this section may not be taken from an informal conference

25 decision if

26 (1) there is a dispute of material fact;

27 (2) a factual record is necessary to decide the question of law raised;

28 (3) development of a factual record will render it unnecessary to reach

29 the question of law raised; or

30 (4) the taxpayer challenges the assessment of the tax on a ground other

31 than one listed in (b) of this section.
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1 (cl) An issue may not be presented to the superior court unless the issue first
2 has been presented in writing to the department at or before the informal conference.
3 The department shall prepare a record of that portion of the informal conference
4 relevant to the issue on appeal. The superior court shall
5 (1) resolvr. a question of law  in the exercise of the independent
6 judgment of the superior court judge;
7 (2) defer to the department on a question of law for which discretion
8 is legally vested in the department unless not supported by a reasonable basis.
9 (e) An appeal of the informal conference decision under this section is

10 exclusive. The taxpayer electing to appeal under this section may not pursue an appeal
11 under AS 43.05.241 or pursue any other action under another statute.
12 (f) When an appeal is taken under this section, the taxpayer shall be given
13 access to the file of the department in the matter for preparation of the appeal.
14 (g) In an appeal under this section, the amount due shall be paid within 60
15 days after the date of the service of the informal conference decision. In place of
16 payment of the amount due, the taxpayer may file a bond with the court or otherwise
17 obtain relief from payment in accordance with the Alaska Rules of Appellate
18 Procedure.
19 (h) Venue for an appeal filed under this section shall be set under rules
20 adopted by the supreme court.
21 (i) If it is determined that appeal was improperly filed under this section, or
22 if the superior court rules against the taxpayer, the appeal shall be transferred to the
23 office of lax appeals for further proceedings under AS 43.05.400 - 43.05.499 without
24 prejudice to any claims or defenses of the taxpayer that were barred from being raised
25 in court by (c)(4) of this section.
26 * See. 12. AS 43.05.245 is amended to read:
27 Sec. 43.05.245. ASSESSMENT AND COLLECTION OF TAX, PENALTIES,
28 AND INTEREST. If a taxpayer fails to file a return or report required by this title in
29 the time required by law or regulation, or makes an erroneous or fraudulent return, the
30 department shall proceed to assess the license fees, tax, penalties, or interest and make
3! a return from information Clint [WHICH] it obtains. An assessment or a [A] return
32 [MADE AND] subscribed by the department in accordance with this section is presumed

SCS CSHB 341 (JUD) -18- HB0341E
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1 sufficient for all legal purposes. However, nothing prevents a taxpayer from presenting

2 evidence or other information in [ON] an i n lb rm  a I conic re n ec [APPEAL] under

3 AS 43.05.240 o r  in an anneal u n d e r  AS 43.05.241 in order to rebut the presumed

4 sufficiency of an assessm ent o r  [A] return [MADE AND] subscribed by the department,

5 nor does the presumption of sufficiency alter the parties’ respective burdens of proof

6 once the taxpayer has presented evidence or other material information to rebut that

7 presumption. The assessment o f license fees, tax, penalties, or interest under this section

8 occurs when the department issues a notice and demand for payment of the license fees,

9 tax, penalties, or interest. The notice and demand for payment is issued when the notice

10 and demand is delivered to the taxpayer in person or placed in the United States mail,

1 1 addressed to the last known address of the taxpayer. Penalties and interest assessed

12 under this title shall be collected in the same manner as provided in this title for the

13 collection of tax or license fees.

14 * Sec. 13. AS 43.05.275 is amended by adding new subsections to read:

15 (c) A taxpayer who has filed a return, paid the full amount due on the return,

16 and made a claim under this section may, without exhausting administrative remedies,

17 file an action in superior court to recover on the claim if the sole ground for appeal is

18 that a tax statute is

19 ( I )  violative of the United States Constitution;

20 (2) violative of the state constitution; or

21 (3) preempted by federal statute, regulation, or treaty.

22 (d) An action may not be brought under (c) of this section if

23 (1) there is a dispute of material fact;

24 (2) a factual record is necessary to decide the appeal;

25 (3) development of a factual record will render it unnecessary to reach

26 a question of constitutional law or federal preemption; or

27 (4) the taxpayer challenges the assessment of the tax on a ground other

28 than one listed in (c) of this section.

29 * See. 14. AS 43.20.270(a) is amended to read:

30 (a) The department may collect taxes, with interest, penalties, and other

31 additional amounts permitted by law, by distraint and sale, in the manner provided in this

32 section, of the properly of a person liable to pay the taxes, interest, penalties, or other
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additional amounts, who neglects or refuses to pay them within 10 days from the mailing 

of notice and demand for payment of them, and who has not appealed from the 

assessment of the taxes, interest, penalties, and other additional amounts determined 

under AS 43.05.240 or following appeal taken under AS 43.05.241 or 43.05.242.

* Sec. 15. AS 43.55.013(g) is amended to read:

(g) The monthly production at the economic limit for a lease or property is 

presumed to be 3,000 Mcf times the number of well days for the lease or property during 

that month for which the tax is to be paid. The taxpayer may rebut this presumption 

[AT A FORMAL HEARING UNDER AS 43.05.240] by providing clear and convincing 

evidence of a different monthly production rate at the economic limit for the lease or 

property. The hearing shall be held before February 15 of the year or within six months 

after commencement of gas production for a lease or property. The monthly production 

rate at the economic limit for the lease or property based upon the clear and convincing 

evidence of the taxpayer shall be calculated by dividing the value determined under (i) 

of this section into the average monthly direct operating cost determined under (h) of this 

section.

* Sec. 16. AS 43.55.040 is amended to read:

Sec. 43.55.040. POWERS OF DEPARTMENT OF REVENUE. Except as 

provided in AS 43.05.400 - 43.05.499, the [THE] department may

(1) require a person engaged in production and the agent or employee of 

the person, and the purchaser of oil or gas, or the owner of a royalty interest in oil or 

gas to furnish additional information that is considered by the department as necessary 

to compute the amount of the tax;

(2) examine the books, records, and files of such a person;

(3) conduct hearings and compel the attendance of witnesses and the 

production of books, records, and papers of any person; and

(4) make an investigation or hold an inquiry that is considered necessary 

to a disclosure of the facts as to

(A) the amount of production from any oil or gas location, or of 

a company or other producer of oil or gasi [,] and

(B) the rendition of the oil and gas for taxing purposes.

* Sec. 17. EFFECT ON EXISTING REMEDIES AND PROCEDURES. This Act does not
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1 affect the remedies and procedures

2 (1) specified in AS04.11, including AS 04.11.560; AS 05.15, including

3 AS 05.15.610; AS 42.05, including AS 42.05.551; or AS 43.56, including AS 43.56.120 and

4 43.56.130; or

5 (2) adopted by regulation by the Department of Revenue governing appeal of a

6 decision of the Department of Revenue regarding

7 (A) a game of chance or skill made under AS 05.15;

8 (B) a permanent fund dividend under AS 43.23:

9 (C) a coin-operated device or punchboard under AS 43.35; or

10 (D) a child support obligation under AS 25.27.

11 * Sec. 18. TRANSITIONAL PROVISIONS, (a) The remedies and procedures provided

12 by this Act apply to all revenue tax appeals in which a request for formal hearing is filed with

13 the Department of Revenue on or alter the effective date of this Act. The remedies and

14 procedures existing before the effective dale of this Act apply to all revenue tax appeals in

15 which a request for formal hearing was filed with the Department of Revenue before the

16 effective date of this Act, unless all of the parties to an appeal agree in writing to the remedies

17 and procedures established by this Act.

18 (b) Notwithstanding AS 43.05 .405 , enacted by sec. I of this Act, unless the office of

19 tax appeals has a full caseload, and with the approval of the chief administrative law judge, the

20 chief administrative law judge or any other administrative law judge of the office of tax appeals

21 may be appointed by the governor, by the commissioner of administration, or by the

22 commissioner of another department to serve as a special hearing officer or special

23 administrative law judge on another matter outside the scope of this Act and arising from another

24 department of the executive branch. Appointment under this subsection may not interfere with

25 the primary mission of the office of tax appeals under this Act of the expeditious resolution of

26 administrative tax appeals under its jurisdiction.

27 (c) Until 15 AAC 05.001 - 15 AAC 05.320 and other Department of Revenue

28 regulations in effect on the effective date of this Act are revised as necessary, those regulations

29 continue to govern an administrative appeal of a Department of Revenue decision not within the

30 jurisdiction of the office of tax appeals, including a decision regarding a

31 (1) game of chance or skill under AS 05.15;

32 (2) permanent fund dividend under AS 43.23; and
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1 (3) coin-operated device or punchboard under AS 43.35.

2 (d) In this section,

3 (1) "chief administrative law judge" means the chief administrative law judge

4 of the office of tax appeals appointed under AS 43.05.410, enacted by sec. 1 of this Act;

5 (2) "office of tax appeals" means the office established in AS 43.05.400, enacted

6 by sec. 1 of this Act. ^ S=

7 * Sec. 19. This Act takes effect July 1, 1996. / j

iLrt-th dflCl̂ CLrV'> ■̂ Y\-rAOJr)L
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OFFERED IN THE SENATE BY SENATOR_________^ A ^ lj

TO: SCS CSHB 341(JUD), dated April 22, 1996

1 Page 22, line 2: Br.
e /

2 Insert: V - 3  S o
• Z -

3 “(d) Notwithstanding sec. 20 of this Act, upon receipt of a notice and

4 request for nominations by the governor, the Alaska Judicial Council shall

5 immediately proceed to advertise the position, invite applications, give public ^  va-tc-

6 notice of applications received, invite public comment on the applications,

~ 3 - 4
7 evaluate the applicants, and make nominations as provided in AS 43.05.410 in

8 sec. 1 of this A ct.”

9 Renumber remaining subsection accordingly.

10 Page 22, line 7:

11 Delete all material and insert:

12 “*Sec. 19. Section 18(d) of this Act takes effect immediately under

13 AS 01.10.070(c).

14 *Sec. 20. Except as provided in sec. 19, this Act takes effect July 1, 1996.”

1



THE ALASKA OIL AND GAS ASSOCIATION

TO THE SENATE FINANCE COM M ITTEE 

REGARDING HB 341

April 27, 1996

Mr. Chairman and Members of the Finance Committee:

The Alaska Oil and Gas Association (“AOGA”) would like to take this opportunity to offer 
you our comments in support of House Bill 341. AOGA is a trade association whose 19 
member companies account for the majority of oil and gas exploration, production, trans­
portation, refining and marketing activities in Alaska. These comments reflect the unani­
mous consensus of the AOGA Tax Committee.

The present tax appeals process is, we believe, seriously flawed in practice and denies tax­
payers the opportunity to have their tax appeals heard and decided by a truly independent 
and impartial tribunal. House Bill 341 would significantly reform this process by estab­
lishing a forum outside the Department of Revenue, and independent of it, where taxpay­
ers’ appeals would be heard, tried and decided. The Bill would also clarify the standards to 
be used in reviewing the claims and positions asserted by the Department against taxpayers, 
while ensuring that the Department’s judgment will not be overturned in matters where dis­
cretion has been legally vested in it, so long as it has acted reasonably in the exercise of that 
discretion. The Bill would promote greater efficiency and speed in tax appeals by provid­
ing for greater control over the “discovery” process, which has been an area of abuse in the 
past.

The majority of the provisions in SCS CSHB 341 (Judiciaiy) reflect consensus not only 
within the industry, but also between industry and the Administration. However, there are 
also many compromises between industry and the Administration which are in the Bill as 
well. Indeed, the last remaining issues of disagreement between ourselves and the Admini­
stration were resolved in compromise amendments presented to the Senate Judiciary Com­
mittee April 19th, which that Committee adopted.

AOGA endorses the Senate Judiciary CS for HB 341 and requests you to approve it with­
out substantive changes.
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C u rre n t Fu n d in g

Alaska Department of Revenue
Hearing Section Funding

Position PCN Total C ost G F Cost CSED Cost

S en io r H earing Officer 040014 $ 93,415.00 $46 ,707 .00  $ 23.354.00
P aralegal A ss't II 040015 $ 53,516.00 $17 ,842 .00  $ 17,837.00
Admin Clerk II 041033 $ 34,912.00 $11,639.00  $ 11,636.50

Total $181 ,843 .00  $76 ,188 .00  $ 52,827.50

PFD H earing Officer 040012 $ 74,909.00
CSED  H earing Officer 040025 $ 74,909.00 $ 74,909.00

Total $331 ,661 .00  $76,188.00 $127 ,736 .50

PFD C ost

$ 23,354.00 
$ 17,837.00 
$ 11,636.50

$ 52,827.50 

$ 74,909.00

$127 ,736 .50

Prepared by Deborah Vogt 4/25/96 Page 1



Alaska Department of Revenue 
Hearing Section Funding

R e d u ce  G enera l Fu n d  to  10%

Position PCN Total Cost G FC os t CSED  Cost PFD  Cost

Sen ior Hearing Officer 040014  $ 93 ,415 .00  $ 9 ,341 .50  $ 4 2 ,0 3 6 .7 5  $ 4 2 ,0 3 6 .7 5
Para lega l Ass't II 040015  $ 53 ,516 .00  $ 5 ,351 .60  $ 2 4 ,0 8 2 .2 0  $ 24 ,0 82 .20
Admin C le rk II 041033  $ 34 ,912 .00  $ 3 .491 .20  $ 15 ,710 .40  $ 15 ,710 .40

Total $ 1 8 1 ,8 4 3 .0 0  $ 18 ,184 .30 $ 8 1 ,8 2 9 .3 5  $ 81 ,8 2 9 .3 5

PFD  Hearing O fficer 040012  $ 74 ,909 .00  $ 74 ,909 .00
C SED  Hearing O fficer 040025  $ 74 ,909 .00  $ 7 4 ,9 09 .0 0

Tota l $ 3 3 1 ,6 6 1 .0 0  $ 18 ,184 .30 $ 1 5 6 ,7 3 8 .3 5  $ 1 5 6 ,7 3 8 .3 5

G enera l F u n d  S a v in g s

Current General Fund $ 76,188.00
10% General Fund $(18,184.30;

ifference

A ?  f£ 'A A ttc-A  

o A y p / .  A o  e* ™ *  A c ' t - 'C  

J)dci. ujXjUI pTOv/tdlfi tacita_ !
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Position

Senior Hearing Officer 
Paralegal Ass't II 
Admin Clerk II

Total

PFD Hearing Officer 
CSED Hearing Officer

Total

Alaska Department of Hevenue 
Hearing Section Funding

R e d u c e  G enera l Fu n d  to  Z e ro

PCN Total Cost GF Cost CSED Cost

040014 $ 93,415.00 $ - $ 46,707.50
040015 $ 53,516.00 $ - $ 26,758.00
041033 $ 34,912.00 $ $ 17,456.00

$181,843.00 $ * $ 90,921.50

040012 $ 74,909.00
040025 $ 74,909.00 $ 74,909.00

$331,661.00 $ $165,830.50

G e n era l F u n d  S a v in g s :

Current General Fund 
General Fund at Zero

Difference

$ 76,188.00 
$ -

$ 76,188.00

P F D  C o s t

$ 46,707.50 
$ 26,758.00 
$ 17,456.00

$ 90,921.50 

$ 74,909.00

$165,830.50
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aiaska judicial council
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EXEOmVE DTECTOR 
W llli im  T. Catron

TO:

FROM:

DATE:

R E :

M E M O R A N D U M

H ouse Finance Com m ittee 

W illiam T . C otton, Executive D irector 

M arch 19, 1996 

CSHB 341

NO*ftT70R*Y MEMBERS 
D tvia A. O flpcevich 

J in ie a  L ianh a r: 
Vicki A. One

ATTORfCY MCMSS?S 
Mark 6. Ashburn 
Thoma* Q. Nava 

C ftria iophar E. Z im m arm an
CHAPMAN. Excmco 

Allan T. Compton 
Chief Ju st ic e  

Sup rem e C ou rt

I have set out below the  costs of having the Judicial Council screen applicants for 
A dministrative T ax Judges much as it does for judicial applicants. I  will submit a fiscal note when 
appropriate. As I  previously testified, the Council has not taken any position on this legislation.

T he costs outlined below assume one selection (or later, one evaluation) per year. They 
fu rther assume tha t existing Council staff will perform the professional w ork gathering and 
analyzing inform ation on applicants. Counci] members are not paid for their time (other than per 
diem).

A fter m uch thought, I believe a Bar Survey w ith com ments would be highly advisable. 
W hile the response raw would be low, the information received would be im portant.11 have kept 
costs low by having existing Council staff do the analysis at no charge.

’ F o r  e x a m p l e ,  s o m e  j u d i c i a l  a p p l i c a n t s  a r e  r a t e d  b y  w e l l  o v e r  5 0 0  r e s p o n d e n t s .  H o w e v e r ,  e v e n  a  r e s p o n s e  

o f  l e s s  t h a n  1 0 0  r e s p o n d e n t s  i s  v e r y  u s e f u l .  A  r e c e n t  a p p l i c a n t  w i t h  a  n a r r o w  b a n k r u p t c y  p r a c t i c e  w » s  r a t e d  b y  2 3 0
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C  No.
F I S C A L  N O T E   .....

STATE OF ALASKA . BIL (s) puMish nate; 9 / ^ M h  '
1996 LEG ISLATIVE SESSION V '
Revision Dale:____04/22796___________________________ Dept. Affected: Alaska lo un  aystem________________________
Ttile: An Act establishing a tax court..__________BRU: Trlai Courts_____________________________
________________________________________________ ______________ C o m p o n e n t : ___________________________________________________

Sponsor: Rep. Green _________________________ ____________________________________________________
Requestor H ouse  Resources ____  _____ COMPONENT SERIAL NO. 768______________________

Expenditures/Revenues    (Thousands of Dollars)
CPERATINQ EXPENDITURES FY 37 FY 98 FY 99 FYOO FY 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS 1 CLAIMS
MISCELLANEOUS
TOTAL OPERATING * * • 0 • '

| CAPfTAL EXPENDITURES | | I I

|CHANGE IN REVENUES 7

FUND SOURCE_______   ’______ (Tltousands of Dollars)
1C02 Federal Receipts
’ 003 GF Match •
1C04GF • * * 9 0 ■

1C05 GF/Prcoram Recaipts ■
1C37 GF/Mentat Health
Other
TOTAL ’ ' • • * ■m

Estimate of any current year (FY 95) cost: 3. None

POSmONS
FULL-TIME
PART-TIME
TEMPORARY

'

ANALYSIS: (Attacn a separate page II necessary) 

See attached fiscal analysts.

. * /

Prepared by: C. S. Christensen III. Staff Counsel ( M 7 Phone: 264-8228
Agency: Alaska Court System t Date: 04/22/96
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c
A laska C ou rt System 
Fiscal Ana lys is 
SCS CSHB 341 (JUD)

SCS CSHB 341 (JUD) amends the cu rre n t m ethod o f adm in is tra tive ad ju d ica tio n and 
jud ic ia l appeals re la ting to ta x cases. It estab lishes th e o ff ic e o f ta x appea ls as a 
quas i- jud ic ia l agency in the D epa rtm en t o f A dm in is tra tio n , and under ce rta in 
co n d itio n s , g ives taxpaye rs the rig h t to  go d ire c t ly to cou rt to cha llenge ta x 
assessm en ts in a tria l de novo , ra the r than an on -th e -re co rd appeal.

The D epa rtm en t o f Revenue has adv ised th a t the c ircum s tan ces under w h ich a 
ta xp a ye r w ou ld be en title d to go d ire c tly to cou rt are ve ry lim ited , and th a t even under 
ex is tin g law , it w ou ld norm a lly use its d isc re tio n to a llo w  a ta xpaye r to go d ire c tly to 
co u rt on those issues. A cco rd in g ly , th is note does no t a ttem p t to  es tim a te the 
am oun t o f jud ic ia l and cle rica l tim e w h ich m igh t be spen t on d ire c t appea ls au tho rized 
by th is leg is la tio n .

A cco rd in g to. the Depa rtm en t o f Revenue, the re are app ro x im a te ly 24 ta x cases per 
yea r to  w h ich SCS CSHB 341 (JUD) w ou ld app ly : 20 in the Income and Excise A ud it 
D iv is ion , and 4 in the Oil and Tax A ud it D iv is ion . These cases va ry in size and 
com p le x ity , w ith  the largest cases requ iring a su b s ta n tia l com m itm en t o f jud ic ia l and 
c le rica l tim e , if th e y come d ire c tly to co u rt fo r a tria l de novo .

P a g e  2 o f  2



r FISCAL NOTE

Revision Date:____________________________________
Title: "An Act relating to consideration and determination
by the Superior Court of..."___________________________

S T A T E  O F  A LA SK A
1996 L E G IS L A T IV E  SESSIO N

Sponsor
Requestor

Rep. Green
House Resources

N<L 4 _
Bill Version: CSHB 341 ( j u d ) 
(H) Publish' Date: 3 /12 /96

OepL Affected: Administration
’3RU:
Component:

Tax Appeals *
Tax Appeals *

COMPONENT SERIAL NO.

OPERATING EXPENDITUR FY 97 FY 98 FY 99 FY00 FY 01 FY 02
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

225.6 225.6 225.6 225.6 225.6 225.6
8.8 8.8 8.8 8.8 8.8 CO bo

43.0 43.0 43.0 43.0 43.0 43.0
4.5 4.5 4.5 4.5 4.5 4.5
55.5 2.5 2.5 2.5 35.0 2.5
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

TOTAL OPERATING 337.4 284.4 284.4 2S4.4 316.9 234.4

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE fThousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 337.4 284.4 284.4 284.4 316.9 284.4
1005 GF/Program Receipts
1037 GF/Mental Health
Other
Total 337.4 284.4 284.4 284.4 316.9 284.4

Estimate of current year (FY 96) cost: S 0.0

POSITIONS:
FULL-TIME 3 3 1 3 3 3 3
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)
* New BRU and Component in the Department of Administration

(See Auached)

Approved by Commissioner: Mark Boyer________/M jl Date: 3 1 1 P  To
Agency: Department of Administration I 1

PREPARER TO PROVIDE A_L DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office

(R«v 1/9S)
C O M M I T T Z z Page 1 of 2



a

STA TE OF ALASKA

1996 LEG ISLA T IV E  SESSION

ANALYSIS: (continued)

This bill creates an Office of Tax Appeals as a quasi-judicial board to be housed in the Department of 
Administration.

Personal Services - The Office of Tax Appeals will include two Administrative Law Judges (equivalent to a 
Limited Entry Commissioner, range 26, annual cost $96.4) who will hear all appeals involving tax matters 
from the Department of Revenue, including severance tax. corporate income tax, and all fisheries taxes. 
The ALJs will require the support of a full-time Administrative Clerk II range 8, annual cost 532.8, for a total 
cost of $225.6.

Travel - Cost based upon an estimated seven trips (airfare S400) with 3 days ($120 per day) or per diem 
for each trip for routine hearings and an additional $3.5 to cover two or three major hearings (lasting in 
excess of 3 to 5 days) at the same rate.

Contractual - Additional funding is needed to provide office space, communications (telephone/computer), 
legal support, other professional services, subscriptions, courier service and printing that will result from 
creating a new office, and devoting it entirely to tax appeals. The recurring incremental costs for these 
items is $43.3.

Supplies - $4.5 is needed for general office supplies and data processing supplies.

Equipment - In setting up the new office, equipment needs include three computers, printer, copier, FAX 
and office furniture. Estimated start-up costs are S55.5. Recurring funding S2.5 is needeo for maintenance 
or replacement parts. We have also estimated S35.0 in 2001 for equipment replacement or upgrade.

FISCAL N O T E  (
B ILL  NO. CSHB 341 (R ES )

(Rev: 1/95) Pane 2 of 2



F I S C A L  N O T E

STATE OF ALASKA 
1S96 LEGISLATIVE SESSION 
Revision Data: 01/26/96
Title:

Version: cshb 341(jud i 
• (H) Publish.Date: 3 / 19 /qfi

An Act establishing a  tax court...
Dept. Alfected: Alaska Court System 
BRU: Trial Couns
Component:

Sponsor Rep. G reen 
Requestor COMPONENT SERIAL NO. 768

Excenditures/Revenues
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY00 FY 01 FY 02
PERSONAL SERVICES 134.7 134.7 134.7 134.7 134.7 134.7
TRAVEL
CONTRACTUAL 2.5 2.5 2.5 2.5 2.5 2.5
SUPPLIES 2.0 2.0 2.0 2.0 2.0 2.0
ECUIPMENT 9.3
LAND & STRUCTURES
GRANTS a CLAIMS
MISCELLANEOUS
TOTAL OPERATING 149.0 139.2 139.2 139.2 139.2 139.2

CAPITAL EXPENDITURES

CHANGE IN RF/ENUES ( )

FUND SOURCE (Thousands of Dollars)

Estimate of any current year (FY 96) cost: S 

POSITIONS

None

1002 Federal Receipts
10C3GF Match
1CC-GF 149.0 139.2 139.2 139.2 139.2 139.2
10C5 GF/Program Receipts
1037 GF/Mental Health
Other
TOTAL U9.0 139.2 139.2 139.2 139.2 139.2

FULL-TIME
PART-TIME
TEMPORARY

2.0 2.0 2.0 2.0 2.0 2.0
2.0 2.0 2.0 2.0 2.0 2.0

Agency: A laska Court System

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

c o m m i t t e e  c o p y Page 1 of 3



A la ska  C o u rt S ys tem 
Fiscal A n a ly s is 
CSH B 3 4 1  (RES)

A t th e p re sen t tim e , the supe rio r co u rt has ju r is d ic t io n  ove r all ta x cases appealed from  
the D epa rtm en t o f R evenue 's adm in is tra tive hearing process . Such appea ls are held 
on th e reco rd unless the co u rt, in its d is c re tio n , hears a pa rtic u la r appeal de novo.

CSHB 341 (RES) amends th e ju r isd ic tio n o f th e supe rio r co u rt w ith  respec t to ce rta in 
typ e s o f ta x  cases. In cases re la ting to fix in g  th e am oun t o f, o r im pos ing a pena lty 
on, a ta x  levied and co lle c te d by the s ta te unde r AS 4 3 .1 9  and AS 4 3 .2 0 , fo rm e r AS 
4 3 .2 1 , AS 43 .5 5 , AS 4 3 .6 5 , and AS 4 3 .7 5 , the supe rio r co u rt w ou ld have the 
fo llo w in g  appe lla te ju r is d ic t io n :

1. Final orders o f the Depa rtm en t o f Revenue in m a tte rs re la ting to fix in g the 
am oun t o f, or im pos ing a pena lty on, a ta x lev ied and co lle c te d by the sta te 
w hen appeal is ta ken under AS 4 3 .0 5 .2 4 2 (c ) (1 ) sha ll be heard as a tria l de 
novo as a m a tte r o f rig h t.

2. Final orders o f the D epa rtm en t o f Revenue in m a tte rs re la ting to fix in g the 
am oun t o f, or im pos ing a pena lty on, a ta x lev ied and co lle c te d by the s ta te 
w hen appeal is ta ken under AS 4 3 .0 5 .2 4 2 (c ) (2 ) sha ll be on the record unless 
th e supe rio r co u rt, in its d is c re tio n , g ran ts a tria l de novo , in whole , or in part.

T e s tim o n y ind ica tes th a t m any taxpaye rs w ou ld p re fe r to go d ire c t ly to co u rt ra the r 
than u tilize the D epa rtm en t o f Revenue 's fo rm a l p rocedu re fo llow ed by an on-the - 
record appea l. By g ran tin g taxpaye rs th e rig h t to a tria l de novo a fte r an in fo rm a l 
hearing by th e D epa rtm en t o f Revenue, CSHB 341 (RES) w ill s ig n if ic a n t ly increase the 
num be r o f ta x cases heard by the supe rio r co u rt, and w ill increase the leng th o f tim e 
requ ired fo r d ispos ition o f ind iv idua l cases.

A c co rd in g to the D epa rtm en t o f Revenue, the re are app ro x im a te ly 2 4 ta x cases per 
yea r to  w h ich CSHB 341 (RES) w ou ld app ly : 20 in th e Incom e and Excise A ud it 
D iv is ion , and 4 in the Oil and Tax A u d it D iv is ion . These cases va ry in size and 
com p le x ity , w ith  the la rges t cases requ iring a sub s ta n tia l com m itm e n t o f jud ic ia l and 
c le rica l tim e .

As d ra fte d , CSHB 341 (RES) a rguab ly g ran ts th e rig h t o f ju ry  tr ia l. Th is note does no t 
re fle c t ju ry  cos ts , on the assum p tion th a t th e bill w ill be amended to c la r ify th a t the 
de novo tria l is befo re a judge , n o t a ju ry .

P ag e  2 o f 3



A laska Court S ys tem  
Fisca l Ana lys is 
CSHB 341 (RES^

Personal Services

Position Salary Benefits Total
Pro Tern Superior Coun Judge, Anchorage, PPT, 6 months 50% vested S24.150 S14.890 $39,040
Records Clerk, 10A, Anchorage, PFT, 12 months 24,012 9,762 33,774
In Coun Clerk, 12A, Anchorage, PPT, 6 months 13,554 5,181 18,735
Lav/ Clerk, 13D, Anchorage, PFT, 12 months 31,824 11,273 43,102

Total Personal Services 134,651

Contractual

Postage, telephone, annual updates to legal reference
materials, copier rental, etc. ’ 2,500

Supplies

Office, counroom and computer supplies. 2,000

Equipment fone time item)

Office furniture, computer or data terminal, software, dictation
equipment, statutes, rules of coun, facsimile machine, etc 9,800

Total Estimated Cost S148,951

Page  3 of 3



Reviaon Dote: January 17. 1996
Title:

STATE OF ALASKA
1996 LEGISLATIVE SESSION

F I S C A L  N O T E
No. [

Alaska Tax Court

QiV"''e rs ion : gshb 361 (re s ) 
(h>Pub lish Dste: 1/ 26/96

Dept. Affected: Revenue________ "
3RU: Revenue_Operations____________
Component: CHI and Gas Audit

Sponsor:
Requestor:

Representative Green

COMPONENT SERIAL NO. 115

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

OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY00 FY01 FY 02
PERSONAL SERVICES 
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thouscncs of Dollars)
1002 Federal Receiprs
1003 GF Match 
1C04GF
1C05 GF/Program Receipts 
1037 GF/Menfal Health 
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY96) cost $ 

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

(See A ttached Analysis)

Prepared by:

Division:
Approved by Commissioner: 

Agency:

.)6hn E. Pilkipf£>n. Director Phone: (907)276-1363 Ext. 225
’ ' "■ j
Dil and Gqs f.udif O j f  ) Date: January 23, 1996

I  - Date: January 23. 1996

Department of Revenue
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 

For further distribution information call the Governor’s Legislative Office
P a g e  1 of

I:LEG:FISC_341.XLS C O M M I T T E E  C O P Y
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Analysis: HB 341 
January 23, 1996 
Alaska Tax Court 
Page 2

As drafted, CSHB 341 will at a minimum add to our audit workload and delay current audits by 
reforming the “informal" proceedings within the department. It is also possible that it could 
eventually add an additional layer to the appeals process by altering the likelihood of trial de novo 
in an appeal from formal hearing, thereby increasing future costs of case resolution. The reason 
for both results is that CSHB 341 changes the primary purpose of the reviewing court from an 
appellate function to a trial function.

The change in the Court's fundamental purpose, and the fact that under AS 43.05.242(b) informal 
hearings now become automatic in all cases, will change the nature of the informal proceeding. 
Today, informal proceedings serve as a second review of the audit results and provide an informal 
process within which the taxpayer can attempt to resolve the matter. Although taxpayers can now 
bypass informal conference and go directly to formal hearing, most of the Division's past cases 
have been resolved at the informal level. Under existing iaw, an informal conference is followed by 
a formal administrative proceeding whero the bulk of the department's work in putting our official 
litigation position together now takes place. Under CSHB 341, uncertainty regarding whether the 
taxpayer will go to formal hearing or to a civil trial de novo, will require much more “formal" and 
detailed preparation at the informal level. This will involve considerable time and effort from the 
audit and appeals staff that would normally be spent on current audits and informal resolution. 
Additionally, the current informal/formal procedure allows the department the opportunity to develop 
issues and determine which should be resolved and which litigated. Automatic appeal to civil court 
will allow taxpayer decisions to drive the department's litigation costs.

The change in the reviewing court's primary function could also alter the likelihood of trial de novo 
being granted on appeal from any cases which do go to formal hearing. Under CSHB 341, the 
Superior Court's review will no longer be primarily an “appellate review". Instead, the Court's 
primary function in these cases will be to sit as a specialized trial court for tax matters. Different 
rules of procedure and evidence will apply in a tax civil trials and sophisticated oil and gas 
taxpayers will likely have little trouble presenting “new" issues and “new"evidentiary questions to 
encourage the Court to exercise its independent judgment rather than defer to a Department 
hearing officer's decision which is portrayed as biased. Over time, the court will develop 
specialized tax expertise. Since these large, complex cases are almost unanimously appealed, a 
Judge is likely to prefer that the case go up on a record which he/she had some control in creating. 
Formal hearings might easily become little more than discovery and negotiation tools, with an 
almost automatic right to trial de novo.

I:LEG:cshb34l.anl
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w h i l e  in  s e s s i o n

CAPITOL BUILDING 
JUNFAU. ALASKA 90801-1102 

1907)465-4931 1-800 870-4931 
(907J 405-4316 FAX
INTERIM ADDRESS 

710 WEST 4TH AVENUE 
ANCHORAGE. ALASKA 99501 

(907) 258-8108 
(907) 258-B171 FAX

TO:

FR:

RE:

DATE:

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

CO-CHAIR. RESOURCES COMMITTEE 
VICE CHAIR. JUDICIARY COMMITTEE 
MEMBER. STATE AFFAIRS COMMITTEE

FINANCE SUBCOMMITTEES 
DEPT. OF NATURAL RESOURCES 

DEPT OF COMMERCE & ECONOMIC DEVELOPMENT 
DEPT OF ENVIRONMENTAL CONSERVATION

R e p r e s e n t a t i v e  J o e  G r e e n
District 10

Senator Rick Halford, Co-Chairman 
Senator Steve Frank, Co-Chairman 
Senate Finance Committee

Representative Joe Green W

HB 341 - Tax Appeals Progress

April 24,1996

Please schedule HB 341 at the earliest opportunity. 

Thank you for your consideration.



LEGAL SERVICES

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

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 Seward Street, Suite 409 
Juneau, Alaska 99801-2105

M E M O R A N D U M April 21,1996

SUBJECT: SCS CSHB 341 (JUD); Office o f Tax Appeals

TO: Senator Robin Taylor, Chair 
Senate Judiciary Committee 
Attn: Chuck Achberger

FROM: Pamela Finley /  
Revisor o f Statutes

In revising the referenced bill, I noticed the following, which I wanted to bring to your 
attention to make sure these were deliberate choices:

1. AS 43.05.242 (bill sec. 11) refers to tax statutes and tax regulations, while 
AS 43.05.275(c) (bill sec. 13) refers to tax statutes only.

2. AS 43.05.242(b) (bill sec. 11) does not include a claim that a tax regulation is 
inconsistent with a tax statute. Because this is a question of law, I expected to see it listed 
in (b) and want to make sure the omission was intentional. ( If  AS 43.05.275(c) should also 
include regulations, see #1 above, then the same comment applies to AS 43.05.275(c).)

3. Under AS 43.05.242(e) (bill sec. 11) the direct appeal to the Superior Court is 
"exclusive." However, under AS 43.05.242(i), if  the taxpayer loses in the direct appeal, the 
case is sent back to the office o f tax appeals. I can understand why the case would be sent 
back to the office if it were improperly filed in the superior court, or if  the superior court's 
decision on the law (no matter who prevails on the legal question) makes additional factual 
findings necessary before the case can be finally decided. However, I do not understand why 
a taxpayer who loses on a purely legal question, where there are no remaining factual issues, 
should have the case returned to the office for further proceedings.

4. Also, I gather from the "without prejudice” language in AS 43.05.242(i) that you 
want a taxpayer to be able to go directly to court if  the taxpayer is challenging the assessment 
on grounds listed in AS 43.05.242(b) and other grounds, although the court would not be 
allowed to consider the other grounds. However, AS 43.05.242(c)(4) says that the direct 
appeal may not be used if the taxpayer challenges the assessment on other grounds. It would 
be clearer if (c)(4) were deleted and the rules were stated in a separate subsection for cases 
where the taxpayer challenges an assessment on both the grounds listed in AS 43.05.242(b)



Senator Robin Taylor, «Jhair 
April 21, 1996 
Page 2

and other grounds. Also, if  the ’ other" grounds involve a dispute of material fact, would the 
direct appeal be precluded under AS 43.05.242(c)(1)?

I will be out o f the office Monday April 22 with knee surgery, but you can discuss any o f the 
above with Jack Chenoweth, the drafter assigned to this bill.

PF:glc
96-239.glc




