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C S F O R  S E N A T E  B IL L  N O . 86( )

IN T H E  L E G IS L A T U R E  O F TH E STA TE O F  A LA SK A  

T W E N T Y -T H IR D  LEG ISL A T U R E  - FIR ST  SESSIO N

BY

O f f e r e d :
R e f e r r e d :

Sponsor(s): SEN A TE FIN A N C E C O M M IT T E E

A B IL L

F O R  A N  A C T  E N T IT L E D  

"A n  A ct a m e n d in g  th e  r a te  o f  in te re s t on  d e lin q u e n t taxes w hen  th e  a m o u n t o f the  tax  

d e lin q u e n c y  is less th a n  $100,000, w h ich  a m e n d m e n t a lso  h a s  the  e ffec t o f  ch an g in g  the 

in te re s t  r a te  p a y a b le  on  o v e rp a y m e n t o f tax es ."

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

* S ec tio n  1. AS 43.05.225 is am ended to read:

Sec. 43 .05.225. In te re s t . U nless o therw ise provided,

(1) w hen a tax levied in this title becom es delinquent an d  the  a m o u n t 

o f  th e  d e lin q u e n cy

(A) is less th a n  $100.000. it b e a rs  in te re s t  in a c a le n d a r  

q u a r t e r  a t  th e  ra te  o f five p e rc e n ta g e  po in ts  above  th e  a n n u a l ra te  ch arg ed  

m e m b e r  b a n k s  fo r ad v a n ce s  by th e  12th F e d e ra l R e se rv e  D is tric t as o f the 

f ir s t  d a y  o f  th a t  c a le n d a r  q u a r te r ,  o r  a t  the  a n n u a l r a te  o f e ig h t pe rcen t, 

w h ic h e v e r  is g re a te r , c o m p o u n d e d  q u a r te r ly  as o f  the  last d av  of th a t 

q u a r te r :

- 1-

New Text: U n d e r l i n e d  IDELETED TEXT BPJiCKETZD)
CSSB 86( )



(B) is $100.000 o r  m o re, it bears in terest in a calendar quarter 

at the rate o f five percentage points above the annual rate charged m em ber 

banks for advances by the 12th Federal R eserve D istrict as o f the first day of 

that calendar quarter, o r at the annual rate o f  11 percent, w hichever is greater, 

com pounded quarterly  as o f the last day o f that quarter;

(2) the in teiest rate is 12 percent a year for

(A) delinquent fees payable under AS 05.15.095(c);

(B) [R EPEA LED  AND

(C)] unclaim ed property that is not tim ely  paid or delivered, as 

allow ed by AS 34.45.470(a).
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C S F O R  S E N A T E  B IL L  N O . 86( )

IN T H E L E G ISL A T U R E  O F T H E  ST A T E  O F  A L A SK A  

T W E N T Y -T H IR D  L E G IS L A T U R E  - F IR ST  SE SSIO N

BY

O ffered:
R eferred:

Sponsor(s): SENATE FIN A N C E C O M M ITTEE

A B IL L  

F O R  A N  A C T  E N T IT L E D

" A n  A ct re la tin g  to  th e  r a te  o f  in te re s t on  d e lin q u e n t tax es ."

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

* S ection  1. AS 43.05.225 is am ended to read:

Sec. 43 .05.225. In te re s t . U nless o therw ise provided,

(1) when a tax levied u n d e r  AS 43 .20 .072 . AS 43.55. o r  A S 43.56 [IN 

THIS TITLE] becom es delinquent, it bears in terest in a calendar quarter at the rate o f 

five percentage points above the annual rate charged  m em ber banks i 'o i  advances by 

the 12th Federal Reserve D istrict as o f the first day o f  that calendar quarter, or at the 

annual rate o f 11 percent, w hichever is greater, com pounded  quarterly  as o f the last 

day o f that quarter;

(2) w hen  a tax  levied in  th is  title  o th e r  th a n  a  ta x  d e sc rib ed  in  (1) 

o f  th is section  becom es d e lin q u e n t, it b e a rs  in te re s t  in a  c a le n d a r  q u a r te r  a t  the  

ra te  o f  five p e rc e n ta g e  p o in ts  abo v e  th e  a n n u a l r a te  c h a rg e d  m e m b e r  h a n k s  fo r 

a d v an ces  bv the  12th  F e d e ra l R eserve  D is tr ic t  as o f  th e  f ir s t  d a v  o f  th a t  c a le n d a r  

Q u a rte r , co m p o u n d e d  q u a r te r ly  as o f th e  la s t d a y  o f  th a t  u u a r te r :
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1 (3) the interest rate  is 12 percent a year for

2 (A) delinquent fees payable under AS 05 .15 .095(c);

3 (B) [R EPE A LED

4 (C)] unclaim ed property that is not tim ely  paid o r delivered , as

5 allow ed by AS 34.45.470(a).

6 * Sec. 2 . AS 43.05.280(a) is am ended to read:

7 (a) In terest shall be a llow ed and paid on an overpaym ent o f a tax under this

J 8 title  at the rate and in the m anner Drovided in  AS 43.05.225 fAS 43.05.225(1)1.

9 * Sec. 3. AS 43.31.141 is am ended to read:

10 Sec. 43.31.141. W h e n  ta x  d u e , ex ten s io n  a n d  in te re s t . T he tax im posed  by

11 this chap ter is due and payable 15 m onths after the decedent's death and shall be paid

12 by the executor to the departm ent. I f  the departm ent finds that the paym ent on the due

13 date o f  tax or any part o f  the tax w ould  im pose undue hardsh ip  upon the estate, the

14 departm ent m ay ex tend  the tim e fo r paym ent o f any part, but no  extension  m ay be for

15 m ore than one year and the aggregate of extensions w ith respect to an estate  m ay not

16 exceed  five years from  the due date. In that case, the am ount in respect o f  w hich the

17 ex tension  is granted shall be paid on or before the date o f the exp iration  o f the period

18 o f  the extension  unless a further extension  is granted. If  the tim e for the paym ent is

19 extended , there shall be collected , as part o f this am ount, in terest on the tax  as

20 Drovid. d in AS 43.05.225 [AS 43.05.225(1)1 from  the due date  o f  the tax to the date

21 the tax is paid.

L
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Alaska State Senate
S e n a te  F in an c e  C om m it te e

Mail S lop  3IOO
official Business Stale Cnpilol

Ju n eau . A laska  9D801-118

SPONSOR STATEMENT

Senate Bill 86 
Interest 011 Delinquent Taxes

A laska’s revenue and taxation laws are laid out in T itle  43 o f  the A laska Statutes. 

Section 43.05.225 sets the interest rate that the slate m ust levy for delinquent taxes at 5 

percentage points above the 12lh Federal Reserve D istrict discount rate o r at the rate of 

11%, w hichever is greater, SB 86 elim inates the 11% m inim um  interest rate reference 

and retains the 12lh D istrict discount rate plus 5 form ula as the only option for calculating 

inlcm st on delinquent taxes.

E lim inating the statutory reference to a set interest rate  o f 11% will establish a fair 

m ethod o f  calculating interest ow ed and interest due by allow ing it to float with the 

m arket. Since 1991, the m arket driven form ula o f 5 percentage points above the 12th 

D istrict d iscount rate has consistently  rem ained below' 11%. It is inappropriate  to charge 

A laskans 11% interest on delinquent taxes, especially  since m any delinquencies arc a 

result o f legitim ate filing  errors. In addition, the S late has been forced to pay the 

exaggerated  interest rate o f  11% on refunds for ovei-paymenl o f  taxes.

W ith the passage o f SB 86, the Stale will receive a fair and reasonable interest from 

delinquent taxpayers and also pay a fair and reasonable interest on refunds to taxpayers.
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Marathon Oil Company
5555 San  Felipe 
P.O. Box 3128 
Houston. TX 77253-3128 
Telephone 713/629-6600

April 4, 2003 

Bill No. 86
Testimony of Marathon Oil Company
Against Lowering the Interest-Rate on Tax Deficiencies for Some Taxpayers but N ot for 
others

Before the SENATE FINANCE COMMITTEE

Dear Senator Wilken and members of the Finance Committee,

I am General Tax Counsel for Marathon Oil Company. M arathon would like to take this 
opportunity to support the passage o f SB 86, as originally proposed, which would eliminate 
the present floor o f 11% for the interest under AS 43.05.225 that accrues on unpaid taxes or 
underpaid taxes. Additionally, I would like to second the comments made by Mr. Tom  
Williams of BP regarding the proposed Committee Substitute for SB 86. Marathon also 
opposes the committee substitute for the reasons outlined by Mr. W illiams.

Thank you for the opportunity to provide my written testimony to the Committee today.

Sincerely,

General Tax Counsel 
Marathon Oil Company 
(713)296-3939
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BP E X P L O R A T IO N  (A L A SK A ) INC.
A G A IN ST  

L O W E R IN G  T H E  IN T E R E ST -R A T E  
O N  T A X  D E F IC IE N C IE S  FO R  

SO M E  T A X P A Y E R S B U T  N O T  F O R  O T H E R S

B e f o r e  t h e  S e n a t e  F i n a n c e  C o m m i t t e e  

A pril 4 , 2003

G ood m orning, M r. C hairm an and m em bers o f the F inance C om m ittee. M y nam e 
is T om  W illiam s, and I am  A laska Tax C ounsel for B P  Exploration (A laska) Inc. I am 
here today to testify  on behalf o f B P regard ing  S enate  B ill No. 86.

SB 86, as orig inally  proposed, w ould  e lim inate  the present floor rate o f  11%  for 
the in terest under AS 43 .05 .225  that accrues on unpaid  o r undeipaid  taxes. T he e lim in a­
tion o f  this floor w ould  let in terest accrue on tax  defic iencies at a floating rate that is five 
percentage points above the so-called  “fed funds rate” —  that is, the rate charged  by  the 
Federal R eserve to its m em ber banks for cash advances that it m akes to them .

A lthough the bill is no t one w e have ac tive ly  sought, BP believes SB 86 as p ro ­
posed w ould be fair and reasonable. T he floating  rate w ill be m ore than adequate to  hold 
the S tate harm less w ith respect to the short-term  earn ings it could  have m ade if  the late or 
unpaid  taxes had been paid on tim e. T oday, fo r instance, w ith the fed funds rate  at only 
114 percent, the best the S tate could  do as a safe  short-term  investm ent o f tax receipts 
w ould be a 6-m onth  C D  (certificate o f deposit) w ith a rate o f  about 1.3 percent o r m aybe 
a bit m ore. C learly , the sta tu tory  floating rate  o f  614 percent today is m ore than enough to 
com pensate  for the loss o f such puny investm ent earnings. H aving a floor at 11% is not 
only overkill, it is punitive and verges on the confiscato ry . If I w ere charg ing  som eone 
11% on m oney I lent them , I w ould be violating A laska’s usury law, AS 45 .45 .010(a).

But the real reason w hy I ’m  here today is to testify  ag insl a proposed  C om m ittee  
Substitu te for SB 86 which we understand your C om m ittee  has o r m ay have before it to ­
day. U nder the proposed  CS, we are told, the p resent ! 1% floor w ould be e lim inated  for 
all taxes except the incom e tax on oil and gas corporations (AS 43.20.072), the oil and 
gas production tax  o r “severance tax” (AS 43 .55 ), and the stale property tax on oil and 
gas exploration property , production property and pipelines (AS 43.56).

W e oppose this idea for two reasons. F irst, i t ’s unfair. The oil and gas industry  
has done noth ing  w rong to deserve being d iscrim inated  against in this fashion. Second, it 
sends the w rong signal to com panies looking at A laska as a possible place to com e to 
look for oil and gas. By d iscrim inating  against this one industry , the CS w ould  be w arn ­
ing com panies that they m ight be tolerated if they com e to do business in A laska, bu t not 
w elcom ed.
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