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this title in the time required by law or regulation, or makes an 

erroneous or fraudulent return, the department shall proceed to assess 

the license fees, tax, penalties, or interest and make a return from 

information which it obtains. A  return made and subscribed by the 

department in accordance with this section is presumed sufficient for 

all legal purposes. However, nothing prevents a taxpayer from pre­

senting evidence or other information on an appeal under AS 43.05.240 

or under procedures provided bv AS 43.05.246 - 43.05.248 in order to 

rebut the presumed sufficiency of a return made and subscribed by the 

department, nor does the presumption of sufficiency alter the parties' 

respective burdens of proof once the taxpayer has presented evidence 

or other material information to rebut that presumption. The assess­

ment of license fees, tax, penalties, or interest under this section 

occurs when the department issues a notice and demand for payment of 

the license fees, tax, penalties, or interest, when a notice and 

demand for payment becomes final under AS 43.05.246(g). or when the 

department issues a final notice and demand for payment under AS 43.- 

0 5 . 2 4 7 ( f ) . The notice and demand for payment is issued when the 

notice and demand is delivered to the taxpayer in person or placed in 

the United States mail, addressed to the last known address of the 

taxpayer. Penalties and interest assessed under this title shall be 

collected in the same manner as provided in this title for the collec­

tion of tax or license fees.

* Sec. 12. AS 43.05 is amended by adding new sections to read:

Sec. 43.05.246. CLOSING CONFERENCE AND PRELIMINARY ASSESSMENT,

(a) The procedures under this section apply to taxes under AS 43.20, 

AS 43.55, AS 43.57, and former AS 43.21.

(b) Before issuing a notice and demand for payment for a tax 

described in (a) of this section, the department shall give the
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taxpayer a written draft of its preliminary conclusions. The draft of 

the preliminary conclusions must contain the following:

(1) a draft of any notice and demand for payment that the 

department preliminarily concludes may be in order?

(2) a draft narrative fully explaining how and why the 

preliminary assessment of tax or penalty has been determined; and

(3) schedules or worksheets in written or computer-readable 

format setting out the calculations for the preliminary assessment.

(c) The department shall schedule a closing conference with the 

taxpayer, to be held not less than 60 nor more than 90 days after the 

department delivers its preliminary audit conclusions under (b) of 

this section to the taxpayer in person or places those materials in 

the United States mail, addressed to the last known address of the 

taxpayer. The parties may extend the date for the closing conference 

by agreement.

(d) The purpose of the closing conference is to conclude the 

audit process and allow the parties to review and discuss the prelimi­

nary results and conclusions of that process informally so that any 

mistaken assumptions, misunderstandings, and other errors or mistakes 

can be identified and eliminated as much as possible and so that 

incomplete information and unsubstantiated items can be supplemented 

and substantiated. Although the interests of the parties are diver­

gent, the closing conference is not an adversarial proceeding. The 

taxpayer may submit written and oral evidence, materials, and state­

ments, but may not be required to do so. The department's employee in 

immediate charge of the audit, investigation, or inspection may also 

submit written and oral evidence, materials, and statements at the

closing conference. By agreement, written materials may be.submitted

at other times before or after the closing conference.

CSSB 4 0 1 (Fin) -18-
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(e) The taxpayer nay send one or more representatives to the 

closing conference. The auditor or other person in immediate charge 

of the audit, investigation, or inspection upon which the preliminary 

assessment has been made shall attend the closing conference, and the 

director of the division proposing the assessment or the director's 

immediate subordinate designated for this purpose other than the 

person in immediate charge of the audit, investigation, or inspection 

shall preside at the closing conference. The department may have 

additional representatives at the closing conference. The person in 

immediate charge of the audit, investigation, or inspection may be 

excused from attending the closing conference with the consent of the 

taxpayer or because of serious illness or injury, incapacitation, 

death, or termination of employment with the department.

(f) Not more than 60 days after the conclusion of the closing 

conference, the presiding officer shall issue a written decision. If 

the presiding officer determines thav. additional tax is owed or that a 

penalty should be assessed, or both, the closing conference decision 

shall include a proposed notice and demand for payment for the addi­

tional tax and interest and any penalty. The proposed notice and 

demand for payment shall include a written narrative fully explaining 

how and why the assessment of tax or penalty has been determined, 

together with schedules or worksheets in written or computer-readable 

format setting out the calculations for the proposed assessment. If 

the presiding officer determines that no assessment is in order, the 

taxpayer shall be given written notice to that effect within this 

60-day period. By agreement, the parties may extend the date for 

issuing a notice of assessment and demand for payment or a notice of 

no assessment.

(g) Unless the taxpayer requests a policy review hearing under

-19- CSSB 4 0 1 (Fin)
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AS 43.05.247, a proposed notice and demand for payment issued under

(f) of this section is final 30 days after its issuance and may not 

thereafter be made the subject of judicial review.

Sec. 43.05.247. POLICY REVIEW HEARING. (a) A  person aggrieved 

by the action of the department in issuing a closing conference dec*.- 

sion under AS 43.05.246(f) or in denying a request for refund of tax 

under AS 43.20, AS 43.55, AS 43.57, or former AS 43.21 may request a 

policy review hearing within 30 days after the date of mailing of the 

notice required to be given under AS 43.05.246(f) or the denial of the 

request for refund. For purposes of this section, a failure by the 

department to grant or deny a request for refund within 60 days from 

the time the request is made shall be considered a denial of that 

request, unless the parties have extended the period by agreement.

(b) The department shall schedule the policy review hearing to 

be held within 30 days after the aggrieved p e r s o n’s request for it. 

The parties may extend the date for the policy review hearing by 

agreement.

(c) The purpose of the policy review hearing is to allow the 

commissioner to determine whether the action causing the grievance 

under (a) of this section reflects and incorporates the correct pol­

icies of the department, and if so, whether those policies are being 

applied correctly to the aggrieved person's circumstances.

(d) The commissioner or an authorized representative of the 

commissioner other than an employee in the division taking the action 

causing the grievance shall preside at the policy review hearing. The 

aggrieved person, acting in person or through one or more authorized 

representatives, shall have the opportunity to explain the nature of 

the grievance and the relief sought. If the person is aggrieved by a 

proposed assessment based on facts that the person believes are

CSSB 4 0 1 (Fin) -20-
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incorrect or incomplete, the person shall present written and oral 

evidence and materials to correct or complete the facts. After the 

presentation of the aggrieved person's case, the director of the 

division taking the action causing the grievance or another authorized 

representative of the division shall have the opportunity to explain 

that action and the policies and reasons for it. The division shall 

have the opportunity co present written and oral evidence and mate­

rials to prove facts that it has asserted and that the aggrieved 

person has challenged as incorrect and to rebut or disprove any sup­

plemental facts that the aggrieved person has sought to establish. 

The formal rules of evidence do not apply to either party's presen­

tations on factual issues, but the presiding officer may require 

witnesses for both parties to give their testimony under oath and 

shall allow each party's witnesses to be examined by the other party. 

The proceedings of the policy review hearing shall be recorded and 

made part of the administrative record, together with any materials 

that may be submitted for the policy review in advance of, or after, 

the hearing.

(e) Not more than 90 days after the conclusion of the policy
hsa-r'î

review [conference^ the commissioner shall issue a policy review deci­

sion. The policy review decision must

(1) state what relief, if any, is being granted to the 

aggrieved person, and state which portions, if any, of the depart­

ment's action giving rise to the grievance are being upheld;

(2) state which additional facts, if any, that the ag­

grieved person sought to show at the hearing are being recognized and 

which additional facts are being disregarded;

(3) for each disputed fact when there is a dispute as to 

one or more facts, state what is being taken as being the actual fact;

- 2 1 -  CSSB 4 0 1 ( F in )
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and

(4) state, as specifically as possible, which statutory and 

regulatory provisions are being relied on in granting or denying 

relief to the aggrieved person, how those provisions are being inter­

preted and applied, and the specific policy considerations for the 

particular interpretation and application of these provisions; broad, 

unspecific policies, such as maximizing the state's tax revenue, are 

not sufficient for justifying a particular interpretation or applica­

tion of a statute or regulation.

(f) If the policy review decision concludes that a notice and

demand for payment should be made for additional tax and interest, or 

penalties, if any, a final notice and demand assessing the tax and 

interest, or penalties, if any, shall be issued at the same time as,

and as part of, the policy review decision. The final notice and 

demand shall include a narrative fully explaining how and why the 

final assessment of tax and any penalty has been determined, together 

• with schedules or worksheets in written or computer-readable format 

setting out the calculations for the final assessment. For purposes 

of AS 43.05.260, a final notice and demand for payment is not con­

sidered made until the narrative and the schedules or worksheets 

setting out the calculations for the final assessment have been served 

on the aggrieved person.

Sec. 43.05.248. APPEAL. Within 36 dayt’ after the issuance of

the commissioner's poxicy review decision under AS 43.05.247, a person 

aggrieved by the decision may file an action in the superior court in
t

the judicial district where the person resides or conducts business, 

for a trial de novo of those portions of the policy review decision 

giving rise to the grievance. Neither party may raise as a claim, 

counterclaim, or defense any portion or portions of the policy review 

CSSB. 401 (Fin) -22-
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decision that are not contested and do not give rise to the grievance. 

The aggrieved person shall be given access to the files of the depart­

ment in the matter for preparing the appeal. If the court determines 

that the assessment or the tax payment was correct, it shall confirm 

the tax. If the assessment or tax payment was incorrect, the court 

shall determine the amount of the tax and order the payment of the 

deficiency or the refund of the excess, as the case • may be. The 

department shall immediately pay any refund due and attach a certified 

copy of the judgment to the payment.

* Sec> 13. AS 43.05.260(a) is amended to read:

(a) Except as provided in (c) and (d ) of this section and 

AS 43.20.200(b), the amount of a tax imposed by this title must be 

assessed within three years after the return was filed, whether or not 

a return was filed on or after the date prescribed by law. If the tax 

is not assessed before the expiration of the three-year period, a 

proceeding [NO PROCEEDINGS] may not be instituted in court for the 

collection of the tax.

* Sec. 14. AS 43.05.260(c) is amended to read:

(c) The following exceptions apply to the limitation periods 

[PERIOD] in (a) and (d) of this section:

(1) in the case of a false or fraudulent return with the 

intent to evade tax, the tax may be assessed, or a proceeding in court 

for collection of the tax may be begun without assessment, at any 

time;

(2) in the case of a failure to file a return, the tax may 

be assessed, or a proceeding in court for the collection of the tax 

may be begun without assessment, at any time?

(3) if, before the expiration of the time prescribed in 

this section for the assessment of a tax imposed by this title, both

-23- CSSB 401(Fin)
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the department and the taxpayer have consented in writing to the 

assessment after the expiration of the time, the tax may be assessed 

at any time before the expiration of the period agreed upon; however, 

the period agreed upon may be extended by a subsequent agreement in 

writing made before the expiration of the period previously agreed 

upon.

* Sec. 15. AS 43.05.260 is amended by adding a new subsection to read:

(d) For a tax to which the procedures under AS 43.05.246 -

43.05.248 are applicable, the limitation period is four years.

* Sec. 16. COURT RULE CHANGE. AS 43.05.248, added by sec. 12 of this 

Act, amends Rule 609 of the Alaska Rules of Appellate Procedure by making 

trial de novo mandatory rather than discretionary in appeals relating to 

taxes to which AS 43.05.248 is applicable and restricting the claims, 

counterclaims, and defenses that may be raised.

* Sec. 17. TRANSITIONAL PROVISIONS. (a) AS 43.05.231 - 43.05.239, as

added by sec. 7 of this Act, apply to all tax returns and return informa­

tion for critical taxes, as defined in AS 43.05.239, in the possession of 

the Department of Revenue on or after the effective date of this Act.

(b) The Department of Revenue shall adopt the regulations required by 

AS 43.05.238, enacted by sec. 7 of this Act, before the department trans­

fers a tax return or return information to a legislative committee under 

AS 43.05.231 - 43.05.239. Initial regulations adopted as directed under

this subsection to implement or interpret AS 43.05.231 - 43.05.239 may not 

be adopted as emergency regulations.

(c) The provisions of AS 43.05.248, added by sec. 12 of this Act, 

apply to any grievance with respect to a tax under AS 43.20, AS 43.55, 

AS 43.57, or former AS 43.21 that, on the effective date of this Act, has 

not been appealed to superior court under AS 43.05.240(d).

* Sec. 18. This Act takes effect immediately under AS 01.10.070(c).
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Senate District I
Chugink, Eagle River, East Anchorage, Fort Richardson

M a r c h  14, 1 9 8 8  

M E M O R A N D U M

Senate Finance Committee 
Co-Chairman

TO:

F R O M :

S U B J E C T :

C o m m i s s i o n e r  H u g h  M a l o n e  
D e p a r t m e n t  o f  R e v e n u e

c k  H a l f c r d ,  C o - C h a i r m a n  
n e e  C o m m i t t e e

S e n a t e  B i l l  4 0 1

E n c l o s e d  is a p r o p o s e d  F i n a n c e  C o m m i t t e e  S u b s t i t u t e  f o r  
S e n a t e  B i l l  401. T h i s  n e w  v e r s i o n  o f  S B  4 0 1  h a s  b e e n  
d r a f t e d  in o r d e r  t o  a d d r e s s  t h e  c o n c e r n s  w h i c h  y o u  h a v e  
r a i s e d  r e g a r d i n g  t h i s  l e g i s l a t i o n  a n d  i t s  p o t e n t i a l  f i s c a l  
i m p a c t s  u p o n  t h e  D e p a r t m e n t .

I w i l l  b e  s c h e d u l i n g  t h e  b i l l  f o r  f u r t h e r  c o m m i t t e e  w o r k  
n e x t  w e e k .  P r i o r  t o  t h e  m e e t i n g ,  w o u l d  y o u  p l e a s e  p r o v i d e  
m e  w i t h  y o u r  w r i t t e n  c o m m e n t s  f o l l o w i n g  y o u r  r e v i e w  o f  t h e  
n e w  d r a f t .  S h o u l d  y o u  h a v e  o t h e r  s u g g e s t e d  c h a n g e s ,  p l e a s e  
p r o v i d e  t h e s e  a s  w e l l .

T h e  s p e c i f i c  c h a n g e s  m a d e  a r e  a s  f o l l o w s :

1. S e c t i o n  1 o f  S B  401, w h i c h  r e l a t e d  t o  a p p e a l s  
o f  t h e  a p p r o p r i a t e n e s s  o f  D e p a r t m e n t a l  i n f o r m a­
t i o n  r e q u e s t s ,  h a s  b e e n  r e m o v e d ;

2. T h e  s t a t u t e  o f  l i m i t a t i o n s  h a s  b e e n  r a i s e d  
f r o m  3 t o  4 y e a r s .

3. I n  o r d e r  t o  a d d r e s s  y o u r  c o n c e r n  t h a t  t a x ­

p a y e r s  m i g h t  w i t h h o l d  i n f o r m a t i o n  f r o m  t h e  

D e p a r t m e n t  u n t i l  t h e  c a s e  r e a c h e d  t h e  S u p e r i o r  

C o u r t  l e v e l ,  t h e  n e w  v e r s i o n  s t a t e s  t h a t  t h e  
t a x p a y e r  s h a l l  s u b m i t  t h e i r  e v i d e n c e  a n d  s u p ­
p o r t i n g  m a t e r i a l s  a t  t h e  p o l i c y  r e v i e w  h e a r i n g .

I f  y o u  h a v e  a n y  q u e s t i o n s  o r  i f  I c a n  p r o v i d e  f u r t h e r  
i n f o r m a t i o n ,  p l e a s e  l e t  m e  k n o w .

cc: S e n a t e  F i n a n c e  C o m m i t t e e  m e m b e r s

Post Office H(I\ V, Juneau, Alaska 998 11 (907) 465-4958 • I'osl Office llii\ 190 < Inigluk, Alaska 99567 (907) 694-4958
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5-1449P *
Chenoweth
3/14/88

O r i g i n a l  s p o n s o r :  F a i k s

IN THE SENATE BY THE FINANCE COMMITTEE 
CS FOR SENATE BILL NO. 401 (F inance)

IN THE LEGISLATURE OF’ THE STATE OF ALASKAi
FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL .
F o r  an  Ac t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  a u d i t s ,  i n v e s t i g a t i o n s ,  and

i n s p e c t i o n s  f o r  c e r t a i n  t a x e s ;  amend ing  p r o v i s i o n s  
r e l a t i n g  t o  a d m i n i s t r a t i v e  and  j u d i c i a l  r e v i e w  o f  d e ­
c i s i o n s  r e l a t i n g  t o  t a x e s ,  p e n a l t i e s ,  t a x  r e f u n d s ,  
and a s s e s s m e n t s  i n  t h e  a d m i n i s t r a t i o n  o f  c e r t a i n  
t a x e s ;  amending R u le  609 o f  t h e  A l a s k a  R u l e s  o f  
A p p e l l a t e  P r o c e d u r e ;  and  p r o v i d i n g  f o r  an e f f e c t i v e  
d a t e . "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t i o n  1. AS 43.05.240(a) i s  amended t o  r e a d :

(a) E x c ep t  a s  t o  a m a t t e r  f o r  w h i c h  p r o c e d u r e s  a r e  p r o v i d e d  i n
AS 43.05.246 - 43.05.248, a  [A] p e r s o n  a g g r i e v e d  by t h e  a c t i o n  o f  t h e  
d e p a r tm e n t  i n  f i x i n g  t h e  amount o f  a t a x x  [OR] i n  im po s in g  a p e n a l t y x  
o r  i n  d e n y in g  a r e q u e s t  f o r  r e f u n d  o f  t a x  may a p p l y  t o  t h e  d e p a r tm e n t  
w i t h i n  60 days  f rom  t h e  d a t e  o f  m a i l i n g  t h e  n o t i c e  r e q u i r e d  t o  be 
g i v e n  t o  t h e  p e r s o n  by  t h e  d e p a r tm e n t ,  g i v i n g  n o t i c e  o f  t h e  g r i e v a n c e  
[ , ]  and  r e q u e s t i n g  an  i n f o rm a l  c o n f e r e n c e .  At t h e  c o n f e r e n c e  t h e  
p e r s o n  a g g r i e v e d  may p r e s e n t  a rg um en t s  and e v i d e n c e  r e l e v a n t  t o  th e  
g r i e v a n c e  [AMOUNT OF TAX OR PENALTY DUE THE STATE]. I f  t h e  d e p a r tm en t  
d e t e rm i n e s  t h a t  a c o r r e c t i o n  i s  w a r r a n t e d ,  t h e  d e p a r tm e n t  s h a l l  make 
t h e  c o r r e c t i o n .

* Sec .  2. AS 43.05.240(b) i s  amended t o  r e a d :
(b) E x c ep t  a s  t o  a m a t t e r  f o r  wh ich  p r o c e d u r e s  a r e  p r o v i d e d  i n  

AS 43.05.246 - 43.05.248, a [A] p e r s o n  a g g r i e v e d  by t h e  a c t i o n  o f  th e
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d e p a r tm e n t  i n  f i x i n g  t h e  amount o f  a tax^_ [OR] i n  im p o s in g  a p e n a l t y ,  
o r  i n  d e n y in g  a r e q u e s t  f o r  r e f u n d  o f  t a x  may a p p l y  t o  t h e  d e p a r tm e n t  
an d  r e q u e s t  a f o rm a l  h e a r i n g  < ’

(1) i n  p l a c e  o f  t h e  i n f o r m a l  c o n f e r e n c e  p r o v i d e d  f o r  i n  (a)
o f  t h i s  s e c t i o n ,  w i t h i n  60 days  f rom  t h e  d a t e  o f  m a i l i n g  t h e  n o t i c e
r e q u i r e d  t o  b e  g i v e n . t o  t h e  p e r s o n  by  t h e  d e p a r tm e n t ;  o r

(2) w i t h i n  30 d ay s  a f t e r  d e c i s i o n  r e s u l t i n g  f rom  an  i n ­
f o rm a l  c o n f e r e n c e .

* S e c .  3. AS 43.05.240(c) i s  amended t o  r e a d :
(c) At t h e  f o rm a l  h e a r i n g  t h e  d e p a r tm e n t  may subpo en a  w i t n e s s e s  

and  may a d m i n i s t e r  o a t h s  and  make i n q u i r i e s  n e c e s s a r y  t o  c o n s i d e r  and 
d e c i d e  t h e  g r i e v a n c e  [DETERMINE THE AMOUNT OF THE TAX OR PENALTY DUE 
THE STATE]. The p e r s o n  a g g r i e v e d  may p r e s e n t  a rg um en t s  and  e v i d e n c e  
r e l e v a n t  t o  t h e  amount o f  t h e  t a x  o r  p e n a l t y  due t h e  s t a t e .  I f  t h e  
d e p a r tm e n t  d e t e rm i n e s  t h a t  a  c o r r e c t i o n  i s  w a r r a n t e d ,  t h e  d e p a r tm e n t  
s h a l l  make t h e  c o r r e c t i o n .

* S ec .  4.. AS 43.05*245 i s  amended t o  r e a d :
S ec .  43.05.245. ASSESSMENT AND COLLECTION OF TAX, PENALTIES^ AND 

INTEREST, i f  a- t a x p a y e r  f a i l s  t o  f i l e  a r e t u r n  o r  r e p o r t  r e q u i r e d  by 
t h i s  t i t l e  i n  t h e  t im e  r e q u i r e d  by l aw  o r  r e g u l a t i o n ,  o r  makes an 
e r r o n e o u s  o r  f r a u d u l e n t  r e t u r n ,  t h e  d e p a r tm e n t  s h a l l  p r o c e e d  t o  a s s e s s  
t h e  l i c e n s e  f e e s ,  t a x ,  p e n a l t i e s ,  o r  i n t e r e s t  and  make a r e t u r n  from 
i n f o r m a t i o n  wh ich  i t  o b t a i n s .  A r e t u r n  made and s u b s c r i b e d  by  t h e  
d e p a r tm e n t  i n  a c c o r d a n c e  w i t h  t h i s  s e c t i o n  i s  p re sumed  s u f f i c i e n t  f o r  
a l l  l e g a l  p u r p o s e s .  However, n o t h i n g  p r e v e n t s  a t a x p a y e r  f rom  p r e ­
s e n t i n g  e v i d e n c e  o r  o t h e r  i n f o r m a t i o n  on an a p p e a l  u n d e r  AS 43.05.240 
o r  u n d e r  p r o c e d u r e s  p r o v i d e d  by AS 43.05.246 - 43.05.248 i n  o r d e r  t o  
r e b u t  t h e  p re sumed  s u f f i c i e n c y  o f  a r e t u r n  made and s u b s c r i b e d  by t h e  
d e p a r tm e n t ,  n o r  does  th e  p r e s u m p t i o n  o f  s u f f i c i e n c y  a l t e r  t h e  p a r t i e s '
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r e s p e c t i v e  b u r d e n s  o f  p r o o f  once  t h e  t a x p a y e r  h a s  p r e s e n t e d  e v i d e n c e
o r  e t h e r  m a t e r i a l  i n f o r m a t i o n  t o  r e b u t  t h a t  p r e s u m p t i o n .  The a s s e s s -

*

m en t  o f  l i c e n s e  f e e s ,  t a x ,  p e n a l t i e s ,  o r  i n t e r e s t  u n d e r  t h i s  s e c t i o n  
o c c u r s  when t h e  d e p a r tm e n t  i s s u e s  a n o t i c e  and demand f o r  paymen t  o f  
t h e  l i c e n s e  f e e s ,  t a x ,  p e n a l t i e s ,  o r  i n t e r e s t , when a n o t i c e  and 
demand f o r  paymen t  becomes f i n a l  u n d e r  AS 43.05.246(g), o r  when th e  
d e p a r tm e n t  i s s u e s  a f i n a l  n o t i c e  and  demand f o r  paymen t  u n d e r  AS 43.- 
05 .247( f) . The n o t i c e  and  demand f o r  paymen t  i s  i s s u e d  when th e  
n o t i c e  an d  demand i s  d e l i v e r e d  t o  t h e  t a x p a y e r  i n  p e r s o n  o r  p l a c e d  i n  
t h e  U n i t e d  S t a t e s  m a i l ,  p o s t a g e - p a i d  and  a d d r e s s e d  t o  t h e  l a s t  known 
a d d r e s s  o f  t h e  t a x p a y e r .  P e n a l t i e s  and  i n t e r e s t  a s s e s s e d  u n d e r  t h i s  
t i t l e  s h a l l  b e  c o l l e c t e d  i n  t h e  same m anne r  as  p r o v i d e d  i n  t h i s  t i t l e  
f o r  t h e  c o l l e c t i o n  o f  t a x  o r  l i c e n s e  f e e s .

* S e c .  5. AS 43.05 i s  amended b y  a d d i n g  new s e c t i o n s  t o  r e a d :
S e c .  43.05.246. CLOSING CONFERENCE AND PRELIMINARY ASSESSMENT,

(a) The p r o c e d u r e s  u n d e r  t h i s  s e c t i o n  a p p l y  t o  t a x e s  u n d e r  AS 43.20, 
AS 43.55, AS 43.57, and f o rm e r  AS 43.21.

(b) B e f o r e  i s s u i n g  a n o t i c e  and  demand f o r  paymen t  f o r  a t a x  
d e s c r i b e d  i n  (a) o f  t h i s  s e c t i o n ,  t h e  d e p a r tm e n t  s h a l l  g i v e  t h e  t a x ­
p a y e r  a w r i t t e n  d r a f t  o f  i t s  p r e l i m i n a r y  c o n c l u s i o n s .  The d r a f t  o f  
t h e  p r e l i m i n a r y  c o n c l u s i o n s  mus t  c o n t a i n  t h e  f o l l o w i n g :

(1) a d r a f t  o f  any n o t i c e  and  demand f o r  paymen t  t h a t  t h e  
d e p a r tm e n t  p r e l i m i n a r i l y  c o n c l u d e s  may be  i n  o r d e r ;

(2) a d r a f t  n a r r a t i v e  f u l l y  e x p l a i n i n g  how and why th e  
p r e l i m i n a r y  a s s e s sm e n t  o f  t a x  o r  p e n a l t y  h a s  been  d e t e rm i n e d ;  and

(3) s c h e d u l e s  o r  w o r k s h e e t s  i n  w r i t t e n  o r  c o m p u t e r- r e a d a b l e  
f o rm a t  s e t t i n g  o u t  t h e  c a l c u l a t i o n s  f o r  t h e  p r e l im i n a r y  a s s e s s m e n t .

(c) The department shall schedule a closing conference w i t h  the 

taxpayer, to be h e l d  not less than 60 nor more than 90 days after the
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d e p a r tm e n t  d e l i v e r s  i t s  p r e l i m i n a r y  a u d i t  c o n c l u s i o n s  u n d e r  (b) o f  
t h i s  s e c t i o n  t o  t h e  t a x p a y e r  i n  p e r s o n  o r  p l a c e s  t h o s e  m a t e r i a l s  i n  

, t h e  U n i t e d  S t a t e s  m a i l ,  p o s t a g e - p d i d  and  a d d r e s s e d  t o  t h e  l a s t  known 
a d d r e s s  o f  t h e  t a x p a y e r .  The p a r t i e s  may e x t e n d  t h e  d a t e  f o r  t h e  
c l o s i n g  c o n f e r e n c e  by  a g r e em en t .

(d) The p u r p o s e  o f  t h e  c l o s i n g  c o n f e r e n c e  i s  t o  c o n c l u d e  t h e  
~ a u d i t  p r o c e s s  and a l l o w  t h e  p a r t i e s  t o  r e v i e w  and d i s c u s s  t h e  p r e l i m i ­

n a r y  r e s u l t s  and  c o n c l u s i o n s  o f  t h a t  p r o c e s s  i n f o r m a l l y  so  t h a t  any 
m i s t a k e n  a s s u m p t i o n s ,  m i s u n d e r s t a n d i n g s ,  and  o t h e r  e r r o r s  o r  m i s t a k e s  
c a n  be  i d e n t i f i e d  and  e l im i n a t e d  a s  much as p o s s i b l e  and  so  t h a t  
i n c o m p l e t e  i n f o r m a t i o n  and u n s u b s t a n t i a t e d  i t em s  c a n  be  s u p p l em e n t e d  
and  s u b s t a n t i a t e d .  A l th o u g h  t h e  i n t e r e s t s  o f  t h e  p a r t i e s  a r e  d i v e r ­
g e n t ,  t h e  c l o s i n g  c o n f e r e n c e  i s  n o t  an  a d v e r s a r i a l  p r o c e e d i n g .  The 
t a x p a y e r  may s u bm i t  w r i t t e n  and  o r a l  e v i d e n c e ,  m a t e r i a l s ,  and  s t a t e ­
m en t s ,  b u t  may n o t  b e  r e q u i r e d  t o  do s o .  The d e p a r tm e n t ' s  emp loyee  i n  
im m ed ia t e  c h a r g e  o f  t h e  a u d i t ,  i n v e s t i g a t i o n ,  o r  i n s p e c t i o n  may a l s o  
s u bm i t  w r i t t e n  and o r a l  e v i d e n c e ,  m a t e r i a l s ,  and  s t a t e m e n t s  a t  th e  
c l o s i n g  c o n f e r e n c e .  By a g r e em en t ,  w r i t t e n  m a t e r i a l s  may b e  s u b m i t t e d  
a t  o t h e r  t im e s  b e f o r e  o r  a f t e r  t h e  c l o s i n g  c o n f e r e n c e .

(e) The t a x p a y e r  may s e n d  one o r  more r e p r e s e n t a t i v e s  t o  t h e  
c l o s i n g  c o n f e r e n c e .  The a u d i t o r  o r  o t h e r  p e r s o n  i n  im m ed ia t e  c h a rg e  
o f  t h e  a u d i t ,  i n v e s t i g a t i o n ,  o r  i n s p e c t i o n  upon wh ich  t h e  p r e l im i n a r y  
a s s e s s m e n t  h a s  b e en  made s h a l l  a t t e n d  t h e  c l o s i n g  c o n f e r e n c e ,  and  t h e  
d i r e c t o r  o f  t h e  d i v i s i o n  p r o p o s i n g  t h e  a s s e s sm e n t  o r  t h e  d i r e c t o r ' s  
im m ed ia t e  s u b o r d i n a t e  d e s i g n a t e d  f o r  t h i s  p u rp o s e  o t h e r  t h a n  th e  
p e r s o n  i n  immed ia te  c h a r g e  o f  t h e  a u d i t ,  i n v e s t i g a t i o n ,  o r  i n s p e c t i o n  
s h a l l  p r e s i d e  a t  t h e  c l o s i n g  c o n f e r e n c e .  The d e p a r tm e n t  may have 
a d d i t i o n a l  r e p r e s e n t a t i v e s  a t  t h e  c l o s i n g  c o n f e r e n c e .  The p e r s o n  i n  
imm ed ia te  c h a r g e  o f  t h e  a u d i t ,  i n v e s t i g a t i o n ,  o r  i n s p e c t i o n  may be
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e x c u s e d  f rom  a t t e n d i n g  t h e  c l o s i n g  c o n f e r e n c e  w i t h  t h e  c o n s e n t  o f  t h e  
t a x p a y e r  o r  b e c a u s e  o f  s e r i o u s  i l l n e s s  o r  i n j u r y ,  i n c a p a c i t a t i o n ,

t
d e a t h ,  o r  t e r m i n a t i o n  o f  employment w i t h  t h e  d e p a r tm e n t .

(f) Not more t h a n  60 days a f t e r  t h e  c o n c l u s i o n  o f  t h e  c l o s i n g
c o n f e r e n c e ,  t h e  p r e s i d i n g  o f f i c e r  s h a l l  i s s u e  a  w r i t t e n  d e c i s i o n .  I f%

t h e  p r e s i d i n g  o f f i c e r  d e t e rm i n e s  t h a t  a d d i t i o n a l  t a x  i s  owed o r  t h a t  a 
p e n a l t y  s h o u l d  b e  a s s e s s e d ,  o r  b o t h ,  t h e  c l o s i n g  c o n f e r e n c e  d e c i s i o n  
s h a l l  i n c l u d e  a  p r o p o s e d  n o t i c e  and demand f o r  payment f o r  t h e  a d d i ­
t i o n a l  t a x  and  i n t e r e s t  and  any  p e n a l t y .  The p r o p o s e d  n o t i c e  and 
demand f o r  paymen t  s h a l l  i n c l u d e  a w r i t t e n  n a r r a t i v e  f u l l y  e x p l a i n i n g  
how and  why t h e  a s s e s sm e n t  o f  t a x  o r  p e n a l t y  h a s  b e en  d e t e rm in e d ,  
t o g e t h e r  w i t h  s c h e d u l e s  o r  w o r k s h e e t s  i n  w r i t t e n  o r  c om pu t e r- r e a d a b l e  
f o rm a t  s e t t i n g  o u t  t h e  c a l c u l a t i o n s  f o r  t h e  p r o p o s e d  a s s e s sm e n t .  I f  
t h e  p r e s i d i n g  o f f i c e r  d e t e rm i n e s  t h a t  no a s s e s sm e n t  i s  i n  o r d e r ,  t h e  
t a x p a y e r  s h a l l  b e  g i v e n  w r i t t e n  n o t i c e  t o  t h a t  e f f e c t  w i t h i n  t h i s  
60-day p e r i o d .  By a g r e em en t ,  t h e  p a r t i e s  may e x t e n d  t h e  d a t e  f o r  
i s s u i n g  a  n o t i c e  o f  a s s e s sm e n t  and  demand f o r  payment o r  a n o t i c e  o f  
no a s s e s s m e n t .

(g) U n l e s s  t h e  t a x p a y e r  r e q u e s t s  a p o l i c y  r e v i ew  h e a r i n g  u n d e r  
AS 43.05.247, a p r o p o s e d  n o t i c e  and  demand f o r  payment i s s u e d  u n d e r
(f) o f  t h i s  s e c t i o n  i s  f i n a l  30 days  a f t e r  i t s  i s s u a n c e  and may n o t  
t h e r e a f t e r  b e  made t h e  s u b j e c t  o f  j u d i c i a l  r e v i ew .

Sec .  43.05.247. POLICY REVIEW HEARING.. (a) A p e r s o n  a g g r i e v e d  
by t h e  a c t i o n  o f  t h e  d e p a r tm e n t  i n  i s s u i n g  a c l o s i n g  c o n f e r e n c e  d e c i ­
s i o n  u n d e r  AS 43.05.246(f) o r  i n  d e n y in g  a r e q u e s t  f o r  r e f u n d  o f  t a x  
u n d e r  AS 43.20, AS 43.55, AS 43.57, o r  f o rm e r  AS 43.21 may r e q u e s t ' s  
p o l i c y  r e v i e w  h e a r i n g  w i t h i n  30 day s  a f t e r  t h e  d a t e  o f  m a i l i n g  o f  t h e  
n o t i c e  r e q u i r e d  t o  be g i v e n  u n d e r  AS 43.05.246(f) o r  t h e  d e n i a l  o f  t h e  
r e q u e s t  f o r  r e f u n d .  Fo r  p u r p o s e s  o f  t h i s  s e c t i o n ,  a f a i l u r e  by t h e
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department to grant or deny a request for refund within 60 days from

the time the request is made shall be considered a denial of thatt

request, unless the parties have extended the period by agreement.

(b) The department shall schedule the policy review hearing to

be held within 30 days after the aggrieved person's request for it. 

The parties may extend the date for the policy review hearing by 

agreement.

(c) The purpose of the policy review hearing is to .allow the

commissioner to determine whether the action causing the grievance 

under (a) of this section reflects and incorporates the correct pol­

icies of the department, and if so, whether those policies are being 

applied correctly to the aggrieved person's circumstances.

(d) The commissioner or an authorized representative of the

commissioner other than an employee in the division taking the action 

causing the grievance shall preside at the policy review hearing. The 

aggrieved person, acting in person or through one or more authorized 

representatives, shall have the opportunity to explain the nature of 

the grievance and the relief sought. If the person is aggrieved by a 

proposed assessment based on facts that the person believes are incor­

rect or incomplete, the person shall present written and oral evidence 

and materials to correct or complete the facts. After the presenta­

tion of the aggrieved person's case, the director of the division 

taking the action causing the grievance or another authorized rep­

resentative of the division shall have the opportunity to explain that 

action and the policies and reasons for it. The division shall have 

the opportunity to present written and oral evidence and materials to 

prove facts that it has asserted and that the aggrieved person has 

challenged as incorrect and to rebut or disprove any supplemental 

facts that the aggrieved person has sought to establish. The formal
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rules of evidence do not apply to either party's presentations on 

factual issues, but the presiding officer may require witnesses for 

both parties to give their testimony under oath and shall allow each 

party's witnesses to be examined by the other party. The proceedings 

of the policy review hearing shall be recorded and made part of the 

administrative record, together with any materials that may be submit­

ted for the policy review in advance of, or after, the hearing.

(e) Not more than 90 days after the conclusion of the policy 

review conference the commissioner shall issue a policy review deci­

sion. The policy review decision must

(1) state what relief, if any, is being granted to the 

aggrieved person, and state which portions, if any, of the depart­

ment's action giving rise to the grievance are being upheld;

(2) state which additional facts, if any, that the ag­

grieved person sought to show at the hearing are being recognized and 

which additional facts are being disregarded;

(3) for each disputed fact when there is a dispute as to 

one or more facts, state what is being taken as being the actual fact; 

and

(A) state, as specifically as possible, which statutory and 

regulatory provisions are being relied on in granting or denying 

relief to the aggrieved person, how those provisions are being inter­

preted and applied, and the specific policy considerations for the 

particular interpretation and application of these provisions; broad, 

unspecific policies, such as maximizing the state's tax revenue, are 

not sufficient for justifying a particular interpretation or applica­

tion of a statute or regulation.

(f) If the policy review decision concludes that a notice and 

demand for payment should be made for additional tax and interest, or

_  7 . * • mm i
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p e n a l t i e s ,  i f  any ,  a f i n a l  n o t i c e  and  demand a s s e s s i n g  t h e  t a x  and 
i n t e r e s t ,  o r  p e n a l t i e s ,  i f  any, s h a l l  be  i s s u e d  a t  t h e  same t im e  a s ,  
and a s  p a r t  o f ,  t h e  p o l i c y  r e v i e w  d e c i s i o n .  The f i n a l  n o t i c e  and 
demand s h a l l  i n c l u d e  a n a r r a t i v e  f u l l y  e x p l a i n i n g  how and why th e  
f i n a l  a s s e s sm e n t  o f  t a x  and any  p e n a l t y  h a s  b e e n  d e t e rm in e d ,  t o g e t h e r  
w i t h  s c h e d u l e s  o r  w o r k s h e e t s  i n  w r i t t e n  o r  c o m p u t e r- r e a d a b l e  f o rm a t  
s e t t i n g  o u t  t h e  c a l c u l a t i o n s  f o r  t h e  f i n a l  a s s e s s m e n t .  Fo r  p u r p o s e s  
o f  AS A3.05.260, a f i n a l  n o t i c e  and  demand f o r  payment i s  n o t  co n ­
s i d e r e d  made u n t i l  t h e  n a r r a t i v e  and  t h e  s c h e d u l e s  o r  w o r k s h e e t s  
s e t t i n g  o u t  t h e  c a l c u l a t i o n s  f o r  t h e  f i n a l  a s s e s sm e n t  h ave  b e e n  s e r v e d  
on t h e  a g g r i e v e d  p e r s o n .

Sec .  43.05.248. APPEAL. W i t h i n  30 days a f t e r  t h e  i s s u a n c e  o f  
t h e - c o m m i s s i o n e r ' s  p o l i c y  r e v i ew  d e c i s i o n  u n d e r  AS 43.05.247, a p e r s o n  
a g g r i e v e d  by t h e  d e c i s i o n  may f i l e  an a c t i o n  i n  t h e  s u p e r i o r  c o u r t  i n  
t h e  j u d i c i a l  d i s t r i c t  where  t h e  p e r s o n  r e s i d e s  o r  c o n d u c t s  b u s i n e s s ,  
f o r  a t r i a l  de novo o f  t h o s e  p o r t i o n s  o f  t h e  p o l i c y  r e v i ew  d e c i s i o n  
g i v i n g  r i s e  t o  t h e  g r i e v a n c e .  N e i t h e r  p a r t y  may r a i s e  a s  a  c l a im ,  
c o u n t e r c l a im ,  o r  d e f e n s e  any p o r t i o n  o r  p o r t i o n s  o f  t h e  p o l i c y  r e v i ew  
d e c i s i o n  t h a t  a r e  n o t  c o n t e s t e d  and  do n o t  g i v e  r i s e  t o  t h e  g r i e v a n c e .  
The a g g r i e v e d  p e r s o n  s h a l l  be g i v e n  a c c e s s  t o  t h e  f i l e s  o f  t h e  d e p a r t ­
men t  i n  t h e  m a t t e r  f o r  p r e p a r i n g  t h e  a p p e a l .  I f  t h e  c o u r t  d e t e rm i n e s  
t h a t  t h e  a s s e s sm e n t  o r  t h e  t a x  paymen t  was c o r r e c t ,  i t  s h a l l  c o n f i rm  
t h e  t a x .  I f  t h e  a s s e s sm en t  o r  t a x  paymen t  was i n c o r r e c t ,  t h e  c o u r t  
s h a l l  d e t e rm i n e  t h e  amount o f  t h e  t a x  and  o r d e r  t h e  payment o f  t h e  
d e f i c i e n c y  o r  t h e  r e f u n d  o f  t h e  e x c e s s ,  as  t h e  c a s e  may b e .  The 
d e p a r tm e n t  s h a l l  im m ed ia t e l y  pay  any  r e f u n d  due and a t t a c h  a c e r t i f i e d  
copy o f  t h e  ju d gm en t  t o  t h e  paymen t .

* Sec .  6. AS 43.05.260(a) i s  amended t o  r e a d :
(a) E xcep t  a s  p r o v i d e d  i n  (c) and (d) o f  t h i s  s e c t i o n  and 

crsr /,rmrin\ -o
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AS A3.20.200(b) , t h e  amount o f  a t a x  imposed  by t h i s  t i t l e  mus t  be 
a s s e s s e d  w i t h i n  t h r e e  y e a r s  a f t e r  t h e  r e t u r n  was f i l e d ,  w h e t h e r  o r  n o t  
a r e t u r n  was f i l e d  on o r  a f t e r  t h e  d a t e  p r e s c r i b e d  by law. I f  t h e  t a x  
i s  n o t  a s s e s s e d  b e f o r e  t h e  e x p i r a t i o n  o f  t h e  t h r e e - y e a r  p e r i o d ,  a 
p r o c e e d i n g  [NO PROCEEDINGS] may n o t  b e  i n s t i t u t e d  i n  c o u r t  f o r  t h e  
c o l l e c t i o n  o f  t h e  t a x .

* Sec .  7. AS A3.05.260(c) i s  amended t o  r e a d :
(c) The f o l l o w i n g  e x c e p t i o n s  a p p l y  t o  t h e  l i m i t a t i o n  p e r i o d s

[PERIOD] i n  (a) and (d ) o f  t h i s  s e c t i o n :
(1) i n  t h e  c a s e  o f  a f a l s e  o r  f r a u d u l e n t  r e t u r n  w i t h  t h e

i n t e n t  t o  evade  t a x ,  t h e  t a x  may be a s s e s s e d ,  o r  a p r o c e e d i n g  i n  c o u r t
f o r  c o l l e c t i o n  o f  t h e  t a x  may be  begun  w i t h o u t  a s s e s sm e n t ,  a t  any
t im e ;

(2) i n  t h e  c a s e  o f  a f a i l u r e  t o  f i l e  a r e t u r n ,  t h e  t a x  may 
be a s s e s s e d ,  o r  a  p r o c e e d i n g  i n  c o u r t  f o r  t h e  c o l l e c t i o n  o f  t h e  t a x  
may be  begun  w i t h o u t  a s s e s s m e n t ,  a t  any  t im e ;

(3) i f ,  b e f o r e  t h e  e x p i r a t i o n  o f  t h e  t im e  p r e s c r i b e d  i n
t h i s  s e c t i o n  f o r  t h e  a s s e s sm e n t  o f  a  t a x  imposed by t h i s  t i t l e ,  b o t h  
t h e  d e p a r tm e n t  and  t h e  t a x p a y e r  h a v e  c o n s e n t e d  i n  w r i t i n g  t o  t h e  
a s s e s sm e n t  a f t e r  t h e  e x p i r a t i o n  o f  t h e  t im e ,  t h e  t a x  may be  a s s e s s e d  
a t  any  t im e  b e f o r e  t h e  e x p i r a t i o n  o f  t h e  p e r i o d  a g r e e d  upon; however ,  
t h e  p e r i o d  a g r e e d  upon may be e x t e n d e d  by a s u b s e q u e n t  a g r e em en t  i n  
w r i t i n g  made b e f o r e  t h e  e x p i r a t i o n  o f  t h e  p e r i o d  p r e v i o u s l y  a g r e e d  
upon.

* Sec .  8. AS A3.05.260 i s  amended by a d d i n g  a new s u b s e c t i o n  t o  r e a d :
’ (d) F o r  a t a x  t o  wh ich  t h e  p r o c e d u r e s  u n d e r  AS A3.05.2A6’- 

A3.05.2A8 a r e  a p p l i c a b l e ,  t h e  l i m i t a t i o n  p e r i o d  i s  f o u r  y e a r s .
* Sec .  9. COURT RULE CHANGE. AS A3.05.2A8, added  by s e c .  5 o f  t h i s  

Ac t ,  amends Ru le  609 o f  t h e  A l a s k a  R u l e s  o f  A p p e l l a t e  P r o c e d u r e  by making
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t r i a l  de novo m and a to r y  r a t h e r  t h a n  d i s c r e t i o n a r y  i n  a p p e a l s  r e l a t i n g  to  
t a x e s  t o  w h ic h  AS 43.05.248 i s  a p p l i c a b l e .

, * Sec .  10. TRANSITIONAL PROVISIONS. The p r o v i s i o n s  o f  AS 43.05.248, 
added  by s e c .  5 o f  t h i s  Ac t ,  a p p l y  t o  any  g r i e v a n c e  w i t h  r e s p e c t  t o  a t a x  
u n d e r  AS 43.20, AS 43.55, AS 43.57, o r  f o rm e r  AS 43.21 t h a t ,  on t h e  e f f e c ­
t i v e  d a t e  o f  t h i s  A c t ,  h a s  n o t  b e e n  a p p e a l e d  t o  s u p e r i o r  c o u r t  u n d e r  
AS 43.05.240(d).

* Sec .  11. T h i s  Ac t  t a k e s  e f f e c t  im m e d i a t e l y  u n d e r  AS 01.10.070(c).



STATE GF ALASKA BILL VERSION: CS SB 401 (Finance)
1S68 LEGISLATIVE SESSION PUBLISH DATE: 0472T7T' .

*v

FISCAL NOTE

REQUEST:_____________________________________

Revision Date: Agency Affected: Revenue
Title: "An Act relating to appeals of BRU: Department combined
information requests...state tax laws
Sponsor: Senator Faiks Components:
Requestor: Senate Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)
1 1 FY 68 I FY 69 | FY SO | FY SI I FY S2 | FY 93
I_______OPERATING
I PERSONAL SERVICES i - 1 1664.61 3152.81 5014.81 5451.61 5451.6
1 TRAVEL I - I 356.2] 544.51 790.91 656.41 856.4
I CONTRACTUAL I - 1 555.7! 263.11 291. S| 170.71 17C.7
1 SUPPLIES I - 1 31.SI 31.91 41.91 41.91 41.9
| EQUIPMENT I - 1 106.01 171.5| 30.31 - 1 -

I LANDS & STRUCTURES I - 1 - 1 - 1 - 1 - 1 -

I GRANTS, CLAIMS | - 1 - ) - 1 - 1 - 1 -

I MISCELLANEOUS I - 1 - 1 - 1 1 1 —

I tOTAL OPERATING | - 1 2738.61 4163.81 6169.61 6520.61 6520.8

I CAPITAL | 1 - 1 - 1 - 1 1 —

I REVENUE | - 1 - 1 1 1 1 -

FUNDING: (Thousands of Dollars)
I GENERAL FUND I - 1 2736.61 4163.61 6169.61 6520.61 6520.8
1 FEDERAL FUNDS | - 1 - 1 1 1 1 MB

1 OTHER | - 1 - 1 1 1 1 BB

I TOTAL | - 1 1 1 1 1

POSITIONS:
I FULL-TIME | - 1 32 | 59 | 92 I 97 1 97
I PART-TIME I 1 - 1 1 1 I mm

1 TEMPORARY | - 1 - 1 - 1 - 1 - 1

ANALYSIS: (Attach a separate page if necessary)

Prepared By: Steve Kettel,_Director___________
Division: Incorr.e and Excise Audit Division/:

Approved by Commissioner: Hugh Malo
Agency: Department of Revenue

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget 
Impacted Agency(ies)

hone: (S07) 465-2300
Date: April 21, 1588

: April 21, 1986

page 1 o f  10



STATE OF ALASKA
1988 LEGISLATIVE SESSION

BILL VERSION: CS SB 401 (Finance)
PUBLISH DATE: 04/21/88__________

FISCAL NOTE
REQUEST:______________________________________

Revision Date: Agencv Affected: Revenue
Title: "An Act relating to disclosure BRU •• Income and Excise Audit Division
to the legislature of tax returns___
SDonsor: Senator Falks Components:
Reauestor: Senate Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1 FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92 1 FY 93
I OPERATING 1 J_ 1 1 1 1
1 PERSONAL SERVICES 1 - | 259.9 1 259.9 | 259.9 | 259.9 1 259.9
| TRAVEL 1 - | 177.4 1 177.4 | 177.4 | 177.4 1 177.4
| CONTRACTUAL 1 - | 24.7 1 4.1 I 4.1 1 4.1 1 4.1
| SUPPLIES 1 - I 5.9 1 5.9 | 5.9 | 5.9 1 5.9
| EQUIPMENT 1 - | 23.5 1 - 1 - 1 - 1 -
| LANDS & STRUCTURES 1 - 1 - 1 - 1 - 1 - 1 -
| GRANTS, CLAIMS 1 - i - 1 - 1 - 1 - 1 -
1 MISCELLANEOUS 1 - 1 - 1 - 1 - 1 - 1 -
1 TOTAL OPERATING 1 - | 491.4 1 447.3 | 447.3 | 447.3 1 447.3

1 CAPITAL 1 - 1 ^ 1 - 1 - 1 - 1 -

1 REVENUE 1 - 1 - 1 - 1 - 1 - 1 -

FUNDING: (Thousands of Dollars)
| GENERAL FUND | — | 491.4 1 447.3 | 447.3 | 447.3 | 447.3
| FEDERAL FUNDS | _ 1 - 1 - 1 - 1 - 1 -
| OTHER | — 1 - 1 - 1 - 1 - 1 -
1 TOTAL 1 - | 491.4 1 447.3 | 447.3 | 447.3 | 447.3

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

| 5.0 | 5.0 | 5.0 | 5.0 | 5.0

ANALYSIS: (Attach a separate page 1f necessary)

See Attached y
Prepared By:
Division:

Steven E. Kettel. Dlretor / ^
Income and Excise Audit Division

Approved by Commissioner: Hugh Malone
Agency: Department of Revenue_______

(9071 465-2320
April 21 1988

April 21 . 1988

Distribution (by preparer): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 

Impacted Agency(les) page 1 o f  2 _



Prepared By: Steven E. Kettel 
Income and Excise Audit D ivision 
A p ril 21, 1988

SB 401 ANALYSIS 

Appeals Section F ie ld  Audit

PERSONAL SERVICES

Revenue Auditor V $65.1
Revenue Auditor IV $57.8
Revenue Auditor I I I  $51.0
C lerk Typist I I I  $28.2 Revenue Auditor V $57.8
TOTAL: $202.1 TOTAL: $57.8 TOTAL: $259.9

TRAVEL

Inform ation Requests $84.8
Closing Conferences $33.6
Po licy  Review $25.2
Court Travel $ 7 .0 F ie ld  Audit Travel $26.8
TOTAL: $150.6 TOTAL: $26.8 TOTAL: $177.4

CONTRACTUAL

Telephone $1.8
P rin ting  $1.4
O ffice  Chairs $4.9
Modular O ffic e s  $8.8
5 Drawer Legal F i le s  $2.9 Telephone $ .9
Wang P r in te r Maintenance $ .5  Wang PC $3.5
TOTAL: $20.3 TOTAL: “ $4 .4 TOTAL: $ 24.7

SUPPLIES

O ffice  Supp lies $4 .9 O ffic e  Supplies $1 .0 TOTAL: $ 5.9

EQUIPMENT

Wang P r in te r  $7 .0
Wang Computers $16.5
TOTAL: $23.5 TOTAL: $ 23.5

Should th is  b i l l  be amended to  provide fo r  mandatory extensions to the sta tu te  o f 
lim ita tion  when the taxpayer is  appealing a records request o r  p o lic y  dec ision , the sine o f 
th is f is c a l note would be reduced.



STATE OF ALASKA
19S8 LEGISLATIVE SESSION

REQUEST;

BILL VERSION: 
PUBLISH DATE:

SB 401 
'275/88

FISCAL NOTE

Revision Date: Ayency Affected: Revenue
Title: "An Act relating to appeals of BRU: Department combined
information requests...state tax laws
Sponsor: Senator Faiks Components:
Requestor: Senate Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1 FY 88 | FY 69 | FY 90 I FY 91 | FY 92 | FY 93
I OPERATING | 1 1 1 1 1
I PERSONAL SERVICES I - ! 2,953.0| 5,472.21 7,554.41 7,554.41 7,554.4
I TRAVEL 1 - i 592.81 943.01 1,229.01 1,229.0| 1,229.0
I CONTRACTUAL | - 1 837.2 665.41 692.01 658.7| 658.7
I SUPPLIES 1 - 1 53.01 56.01 56.01 58.01 58.0
I -EQUIPMENT I - ! 186.61 155.21 150.01 - l -

I LANDS & STRUCTURES I - 1 - 1 - 1 - 1 - 1 -

I GRANTS, CLAIMS I - I - i - 1 - 1 - 1 -

I MISCELLANEOUS I - 1 - 1 - 1 - 1 - I _

I TOTAL OPERATING | — 1 4,622.81 7,493.81 9,883.41 9,500.1| 9,500.1

| CAPITAL | — 1 - 1 1 - 1 - 1

I REVENUE | - 1 1 - | - | - 1 -

FUNDING: (Thousands of Dollars)
1 GENERAL FOND | - 1 4,622.8 7,493.61 9,883.41 5,500.11 9,500.1
| FEDERAL FUNDS | - 1 - 1 - 1 - 1 - 1 -

1 OTHER j - 1 - 1 - 1 - 1 - i -

| TOTAL | - 1 1 1 1 1

POSITIONS:
I FULL-TIME I - 1 53.01 97.01 136 I 136 | 136
| PART-TIME | 1 - I 1 - 1 - I
I TEMPORARY I - 1 - 1 - 1 - 1 - 1 -

ANALYSIS: (Attach a separate page if necessary) 

Steve Kettel, DirectorPrepared By: 
Division: Income and Excise Audit Division

Phone: (907) 465-2300
Date: March 1, 1968

Approved by Commissioner: Hugh Malone
Agency: Department of Revenue

Date: March 1, 1968

Distribution (by preparer): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Bucget 
Impacted Agency(ies) page 1 of 1G



STATE OF ALASKA BILL VERSION: SB 401
1988 LEGISLATIVE SESSION PUBLISH DATE: 2/9/88

FISCAL
REQUEST:

NOTE

Revision Date: Agency Affected: Revenue
Title: “An Act relating to aDDeals of BRU: Income and Excise Audit Division
Information requests...state tax laws
Sponsor: Falks Components:
Requestor: Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1 FY 88 1 FY 89 1 FY 90 | FY 91 1 FY 92 | FY 93
1 OPERATING 1 1 1 1 1 1
| PERSONAL SERVICES 1 - 1 433.8 | 433.8 1 433.8 | 433.8 1 433.8
| TRAVEL 1 - i 242.0 | 242.0 1 242.0 | 242.0 I 242.0
| -CONTRACTUAL 1 - 1 33.4 | 6.1 1 6.1 1 6.1 1 6.1
| SUPPLIES 1 - 1 8.0 i 8.0 1 8.0 | 8.0 1 8.0
| EQUIPMENT 1 - 1 31.5 1 - 1 - 1 - 1 -

| LANDS & STRUCTURES 1 - 1 - 1 - 1 - 1 - 1 —

| GRANTS, CLAIMS 1 - 1 ■ - 1 ' - 1 - 1 - 1 —

1 MISCELLANEOUS .1 - 1 - i - 1 - 1 - 1 —

1 TOTAL OPERATING 1 - 1 748.7 | 689.9 1 689.9 | 689.9 I 689.9

1 CAPITAL 1 - 1 - 1 - 1 - 1 - 1 -

1 REVENUE .1 - 1 - 1 - 1 - 1 - 1 -

FUNDING: (Thousands of Dollars)
| GENERAL FUND 1 - 1 748.7 | 689.9 1 689.9 | 689.9 1 689.9 ‘
| FEDERAL FUNDS 1 - 1 _ 1 - 1 - 1 - 1 —

| OTHER 1 - 1 _ 1 - 1 - 1 - 1 —

1 TOTAL .1 - 1 748.7 | 689.9 1 689.9 | 689.9 1 689.9

POSITIONS:
| FULL-TIME 1 - 1 8.0 | 8.0 1 8.0 | 8.0 1 8.0
I PART-TIME 1 - I _ 1 - 1 1 - 1 ..

1 TEMPORARY I - 1 - 1 - 1 - 1 - 1 -

ANALYSIS: (Attach a separate page 1f necessary)

See Attached

Prepared Bv: Steven E. Kettel. Dlretor Phone: (907) 465-2320
Division: Income and Excise Audit Division Date: March 1. 1988

Approved by Commissioner: Date:
Agency:   _

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget

Impacted Agency(les) page  of



Prepared By: Steven E. Kette l 
Income and Excise Audit D iv ision 
March 1, 1988

SB 401 Analysis

Appeals Section F ie ld  Audit

Personal Services

Revenue Auditor V 
Revenue Auditor V 
Revenue Auditor IV 
Revenue Auditor IV 
Revenue Auditor I I I  
Revenue Auditor I I I  
C le rk Typist I I I  

-  TOTAL:

$65.1
$65.1
$57.8
$57.8
$51.0
$51.0
$28 .2

$376.0
Revenue Auditor / 
TOTAL:

$57.8
$57 .8 TOTAL: $433.8

Travel

In form ation Requests 
Closing Conferences 
P o licy  Review 
Court Travel 
TOTAL:

$121.2
$48.0
$36.0
$10.0

$215.2
F ie ld  Audit Travel 
TOTAL:

$26.8
$26 .8 TOTAL: $242.0

Contractual

Telephone
P rin ting
O ffic e  Chairs
Modular O ffic e s
5 Drawer Legal F i le s
Wang P r in te r Maintenance
TOTAL:

$2 .5
$2 .0
$7 .0

$12.6
$4 .2
$-7

$29.0

Telephone 
Wang PC 
TOTAL:

$ .9
$3 .5
$4 .4 TOTAL: $ 33 .4

Supplies

O ffic e  Supplies $7 .0 O ffic e  Supplies $1 .0 TOTAL: $ 8 .0

Equipment

Wang P r in te r 
Wang Computers 
TOTAL:

$7 .0
$24.5
$31.5 • TOTAL: $ 31 .5

Should th is  b i l l  be amended to  provide fo r  mandatory extensions to  the sta tu te  o f 
lim ita tio n  when the taxpayer is  appealing a records request o r  p o lic y  decision , the s ize  o f  
th is  f is c a l note would be reduced.



. STATE OF ALASKA BILL VERSION: SB 401____
1588 LEGISLATIVE SESSION PUBLISH DATE: 2/5/88

FISCAL NOTE

REQUEST:_________________________________________________________________

Revision Date: Agency Affected: Revenue______
Title: "An Act"relating to appeals of BRU: Oil and Gas Audit Division
information requests...state tax laws_____________________________________
Sponsor: Senator Faiks_______________  Components:_______________
Requestor: Senate Finance____________ ____________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)... ..
FY ¥8 I FY 65 | FY 50 | FY 5T' | FY 52 | FY 53

I OPERATING 1 1 1 1 1 1
I PERSONAL SERVICES 1 - | 2,082.21 4,164.41 6,24b.6| b,246.6| 6,246.6

I TRAVEL 1 - i 285.31 570.01 856.01 856.01 856.0

I CONTRACTUAL 1 - I 775.01 801.71 826.31 555.01 555.0

I SUPPLIES 1 - ! 40.01 40.01 40.01 4C.0I 40.0

I - EQUIPMENT 1 - I 125.01 125.01 150.01 - 1 -

I LANDS & STRUCTURES 1 - I - 1 - ! 1 1 -

I GRANTS, CLAIMS 1 - 1 - 1 - 1 - 1 1 -

I MISCELLANEOUS 1 - 1 - 1 - i - 1 1 -

I TOTAL OPERATING I — I 3,307.51 5,701.11 8,120.51 7,737.61 7,737.1

I CAPITAL 1 — 1 - 1 - 1 1 1

I REVENUE 1 - 1 - 1 - 1• 1" I “

FUNDING: (Thousands of Dollars)
I GENERAL FUND 1 - I 3,307.5 5,701.11 8,120.5| 7,737.61 7,737.6

I FEDERAL FUNDS 1 - 1 - 1 - 1 - 1 - 1 -

I OTHER 1 - 1 - 1 - 1 - 1 - 1 -

I TGTAL 1 - 1 i 1 1 1

POSITIONS:
I FULL-TIME 1 - 1 35 | 78 1 11) 1 117 I 117
I PART-TIME 1 - 1 - 1 - 1 - 1 - 1 -

I TEMPORARY 1 - 1 - 1 - 1 - 1 - 1 -

ANALYSIS: (Attach a separate page if necessary)

Prepared By: Will jam Floerchinger, Director________  Phone: (507) 277-562/
Division: Oil ano Gas Auoit Division____________  Date: march 1, 1588

ApproveG by Commissioner: Hugh Malone _______  Date: March 1, 1586
Agency: Department of Revenue_______________________•

Distribution 'by preparer):
Legislativa Finance 
Legislative Sponsor 
Requestor
Office of Management and Buaget
Impactea Agency(ies) page 1 of____



Prepared By: W illiam  Floerchinger 
O il and Gas Audit D ivision 
Harch 1, 1988

SB 401 ANALYSIS

PERSONAL SERVICES (1) No Cost Total

Revenue Auditor Supervisor I  
Revenue Auditor V 
Revenue Auditor IV 
Revenue Auditor I I I  
C le rk Typist I I I  
TOTAL:

10 
10 
32 
55 . 

JO
HI

$66.0
$65.1
$57.8
$51.0
$28.2

TOTAL:

$ 660.0 
$ 650.0 
$ 1849.6 
$2 ,805 .0  
$ 282.0 
$6 ,246 .6

TRAVEL

Information Requests 
Closing Conferences 
Po licy  Review 
Court Travel

TOTAL:

$ 636.0 
$ 75.0 
$ 55 .0 
$ 90 .0  
$ 856.0

CONTRACTUAL

Telephone 
P rin ting 
Furn itu re (2)
Space (3 )
Computer Maintenance

TOTAL:

$ 50 .0  
$ 40 .0 
$ 700.0 
$ 425.0 
$ 80 .0  
$1 ,295 .0

SUPPLIES

O ffice  Supplies TOTAL: $ 40 .0

EQUIPMENT

Computers (4) TOTAL: $ 400.0

(1 ) Should th is  b i l l  pass the large increase no number o f  additiona l s t a f f  would cause
tra in ing  and implementation problems requiring a phase in over three years.

(2 ) The fu rn itu re  would be purchased as needed over three year period.

(3 ) The space costs would be picked up in the revenue budget the f i r s t  year a f t e r  that
the Department o f Administration would bear the cost.

(4 ) The computers would be phased in  along with the additiona l s t a f f .



STATE OF ALASKA
1988 LEGISLATIVE SESSION

REQUEST:

BILL VERSION: 
PUBLISH DATE:

SB 401

FISCAL NOTE

Revision Date:_________________
TTtle: "An Act relating to appeals of~ 
information requests...state tax laws" 
Sponsor: Senator Faiks 
Requestor: Senate Finance___________

Agency Affected: Revenue
BkU: Commissioner's Office

Components:

EXPENDITURES/REVENUES: (Thousanas of Dollars)

OPERATING
I FY 88 | FY 8S | FY SO | FY SI I FY S2 | FY S3

1 1 1 1 r 1
PERSGNAL SERVICES 1 - I 45/.0| 874.01 8/4.01 874.01 874.0
TRAVEL 1 - I 65.51 131.01 131.01 131.01 131.0
CONTRACTUAL 1 - 1 28.81 57.61 57.61 57.61 57.6
SUPPLIES 1 - 1 5.0| 10.01 10.01 10.01 10.0
EQUIPMENT 1 - I 30.5 30.2 1 - 1 -

LANDS & STRUCTURES 
GRANTS, CLAIMS 
MISCELLANEOUS

TOTAL OPERATING I 566.61 1,102.81 1,072.61 1,072.61 1 072.6

CAPITAL T
REVENUE

FUNDING: (Thousanos of Dollars)
"1 566.6 1,102.8| 1 ,072.61 1 ,072.6| 1 ,072.6I GENERAL FUND 

I FEDERAL FUNDS 
I OTHER 
I TOTAL

I
I I

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

6 I I T IT T T T f

ANALYSIS: (Attach a separate page if necessary)

Prepared By: Deborah Vogt, Senior Hearing Officer
Division: Commissioner's Office

Approved by Commissioner: Hugh Malone
Agency: Department of Revenue_________

Distribution (by preparer): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and buoget 
Impacted Agency(ies)

Phone: (S07) 465-2300
Date: March 1, )s8b

Date: March 1, 1988

page 1 of



SB 401 Analysis 

Hearing Officer Section

Personal Services

Revenue Hearing Officer (Anch) 
Revenue Hearing Officer (Anch) 
Revenue Hearing Officer (Anch) 
Revenue Hearing Officer (Juneau)

Clerk IV (Juneau)
Accounting Clerk III (Juneau)
Law Clerk (Juneau)
Law Clerk (Anch)
Law Clerk (Anch)
Law Clerk (Anch)
Accounting Clerk III (Anch)
Clerk Typist ITI (Juneau)
Clerk Typist III (Anch)
Clerk Typist III (Anch)

Travel

Income & Excise Hearings 
Oil & Gas Hearings 
Court/Income & Excise 
Court/011 & Gas

Contractual

Research 
Space Costs 
Telephone 
Printing 
Maintenance

Supplies

Equipment

Office Cha1rs/Equ1pment 
Computer Torm1nals/Pr1nters

86.9
86.9
86.9
86.9

34.9
34.9 
80.0
84.9
84.9
84.9
34.9
29.0
29.0
29.0

Total $874.0

$36.0
55.0
10.0
30.0

Total $131.0

$18.0
35.6
10.0
5.0
7.0

Total $75.6 

Total $10.0

$22.0 •
38.5

Total $60.5



STATE 03? ALASKA 1563 LEGISLATIVE SESSION 
FISCAL NOTE

Bill Version: CS SB 401 (Finance)
REQUEST:  Publish Date:

Revision Date: 04/25/66 Agency Affected: Alaska Court System
Title: An act relating to ... the ad- BRU: Trial Courts

ministration of state tax laws 
Sponsor: Faiks Components:
Requestor: Senate Finance

;''EX?ENDITURE;S/REVElTUfiS: ; ■(TnouBands^of; Dollars)
OPERATING' •' FY 88 FY 3.9 - ? Y  50 ... . FY 91 ' FY .92 . FY 9.3
Personal Services . . . .  581,2 796.5 796.5 581.2 . 581.2
Travel .  ...........................      .
Contractual . . . .  2C.0 30,0 30.0 20.0- 20.0
Supplies . . . .  3,0 5.0 5.0 3.0 3.0
Equipment . . . .  29.5 10.0    . . . . .
Land & Structures ................. .. .............................................
Grants & Claims ............................................. ....................
TOTAL OPERATING 0.0 633.7 643,5 832.5 604.2 604.2

. vCAPIT/il "vjl . a t . . . . .  . . . »  . . . .  . . . .

E ; V* . . . .  . . . .  . . . .  . . . .  . . . .
— 111 ■ .— — m i   ̂ Ni — ■ >■■!«     ............... — ■niwm ifiiB ■ — ■ ■■ «    

• FUNDING:'-. ':/•■' (Thousands, o f ; Dollars)
General Funds O.c 633.7 342.5 833.5 604.2 604.2
Federal Funds . .....................................................................
Other .................................................. ...................

TOTAL 0.0 633,7 343.5 833,5 504.2 604.2

'/ P O S I T I O N ' S : ' '
Full-time . . . .  10.0 16.0 16,0 10.0 10.0
Part-time .        . . . . .
Temporary .....................................................................

ANALYSIS: '/7.(Attach a separate page if nsoa&sary); . ' ■

t  • *

See attached analysis.

Prepared b y ^ h&rqV,'General Counsel Phone: 264-8228
Division: -"'Alaska Court -System Date: 04/25/88

Approved by: Arthur H. Snowden,-ll, Administrative Director Date: 04/^5/oa
Agency: Alaska Court System

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management i Budget 
Impacted Agency(las)

, Senate, Secretary '* Page 1
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ALASKA COURT SYSTEM

Fiscal Impact CS SB 401 (Finance).

Personal Services:

2 Superior Court Judge, PFTr Anchorage 
2 In-Court Clerk, Range 12B, PFT, Anchorage 
2 Secretary, Range 12B, PFT, Anchorage 
2 Law Clerk, Range 13A, PFT, Anchorage 
2 Court Clerk II, Range 10S, PFT, Anchorage 
2 Pro Te?a Superior Court Judge, PFf, Anchorage 
2 In-Court Clerk, Range 12B, PFT, Anchorage 
2 Court Clerk II, Range 10B, PFT, Anchorage

Subtotal Personal Services

h■T
'}) Contractual:
•0 f -
1 • Telephones, postage, copier rental, lega.l
£ reference materials
►— l.l t

^ Supplies:Z)
Forms, file folders, copier paper, desk

~ supplies, etc.

•i
<x
CO
li!»

Equipment: (one-time costs)

Desk, chair, filing cabinets, typewriter,
-;n statutes, courtroom recording equipment, etc.

U'i(>)
•o. /I L
•I

Total Cost£

t

FY 89 FY 90 FY 91 FY 92 FY 93

300,834 ,834 300,834 300,834 300,834
71,332 7 1 .332 71,332 71,332 71,332
71,332 ?3,-%3r 71,332 71,332 71,332
73,438 V 38 73,438 73,438 73,438
64,254 254 64,254 64,254 64,254

81,602 31,682
71,332 71,332
64,254 64,254

581,190 798,458 790,458 58.1,190 581,1.90

20,000 30,000 30,000 20,000 20,000

I

3,000 5,000 5,000 3,000 3,0u0

29,500 10,000 0 0 0

. 633,690 843,458 833,458 604,190 604,190 %

Pa
g
e
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A L A S K A  CO U R T  SYSTEM 

F I SC A L  A N A L Y S IS  T O R  CS SENATE .  S I L L 401

Th is  b i l l  wou ld p r o v i d e  f o r  t r i a l s  de novo  in s u p e r i o r  c o u r t  o f  a s s e s sm en ts  f o r  
c o r p o r a t e  Income t sx e s  (A S  4 3 , 20 ) ,  p r o d u c t i o n  taxe s  (A S  4 3 . 55 ) ,  the  f o rm e r  
s e p a ra t e  accoun t ing  income t axes  (A S  4 3 , 51 ) ,  end c o n s e r v a t i o n  t a x e s  (A S
4 3 . 57 ) .  A ssum ing  tha t  o n e - h a l f  o f  th e  D epa r tmen t  o f  R e v enu e ' s  p r e s e n t  I n ­
fo rma l  and fo rma l  h ea r in g  case load  f o r  these  tax a s s e s smen ts  wou ld  e n t e r  the 
c o u r t  s y s tem  fo r  c o u r t - t r i e d  t r i a l s  de n o v o ,  the c o u r t  sy s tem  wou ld  e xp e c t  to 
r e c e iv e  a p p ro x im a t e l y  107 c a s e s ,  the. m a jo r i t y  o f  which wou ld  b e  e xp e c t e d  In 
FY 's  90 and  91 , The  case load  wou ld  ba  e xp e c te d  to c on t in u e  a t  a pp ro x im a t e l y  
25 cases  p e r  y e a r  t h e r e a f t e r ,  T h e se  e s t ima tes  a r e  b a s ed  on s ta t i s t i c s  p r o v i d e d  
b y  th a  D epa r tm en t  of R e v e n u e .  See a t t a ch ed  c o r r e s p o n d e n c e  f r om  Depa r tm en t  
o f  R e v e n u e .

A cco rd ing  t o  f o rm e r  A t t o r n e y  Cana ra i  Wi lson C ond on ,  ma jo r  oi l a n d  ga s  cases  
can be  e xp ec ted  to t a k e  be tween f o u r  and s i g h t  weeks  o f  t r i a l  t ime ,  G iven  an 
es t ima ted f i v e  weeks  o f  t r i a l  p e r  ca?o ,  anch s u p e r i o r  c ou r t  j u d g e  a s s igned  to 
these  cases  wou ld  be ab le  to h e a r  app ro x im a te l y  7 - 1/2 cases  p e r  y e a r .  T h u s ,  
f o u r  j u d g e s  c ou ld  be  e xp ec ted  to t r y  an a v e r a g e  o f  30 c f  th e se  cases  each 
y e a r .  T h e  c ou r t  s y s tem  e xp e c t s  to h and l e  th is  w o r k l o a d  with a comb ina t ion  o f  
p e rm an en t  jud ic i a l  s t a f f  and t em p o r a r y  p r o  tern j u d g e s ,

Th e  c o u r t  sys tem  wou ld need two p e rm an en t  fu l l - t im e  jud ic i a l  u n i t s  composed o f  
two s u p e r i o r  c o u r t  j u d g e s ,  two I n - c o u r t  oaput lcm, two s e c r e t a r i e s ,  f o u r  c o u r t  
d o r k s  and two law c l e r k s .  A ls o ,  u complement o f  two p r o  tem j u d g e s  e n d  two 
I n - c o u r t  d epu t i e s  wou ld  be h i r e d  for a tw o - y e a r  p e r i o d  in FY 's  90 and  91 , 
d u r i n g  which time the case load  wou ld  b e  mon i to red  to d e te rm ine  w he th e r  t h e r e  
wou ld  be  a c on t inu ed  need  f o r  th la  comp lement .  I f  tha  cases a re  r e s o l v e d  more 
sw i f t l y  than  an t i c ip a t ed ,  the p r o  tern complement c ou ld  b o  r ed u c ed  o r  t e rm ina ted  
within th e  tw o - y e a r  p e r i o d .

Pag o  3 of 3
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STATE OF ALASKA 
1988 LEGISLATIVE SESSION

RE Q U EST :

BILL VERSION: __________
PUBLISH DATE:  2 / 9 /8 8

FISCAL NOTE
sktaDate:
: Rji1 A(

_azimRevlsi<

Title: Xn1 Act relating to ... the admin- bru7 
IstraTfgR of state tax laws ‘

Sponsor: \  Fa.liiS, .. .. —  ZZZ Components:
R e q u e s t o r F 1  naxice _________

EXPEND ITURES/REV feyUES : (Thousands of Pollan)

Agency Affected: Alaska Court System

OPERATING . m * . . . . FY 89 FY 90 FY 91 FY 92 FY  93
PERSONAL SERVICES

- V 7 9 8 .5 - 7 9 8 .5 64C .5 6 4 5 .5 6 4 5 ,5
TRAVEL \
CONTRACTUAL H  ..Tn.n _?n.n RO.O . Rn.n
SUPPLIES \  5 .0 ......  5 .0 5.0 ..5.0 5 .0
EQUIPMENT \W .5  .. O.fl . ft O . , 0 .0 0 .0
LAND &  STRUCTURES
GRANTS, CLAIMS . \
MISCELLANEOUS __ \
T O T A L  OPERATING 8 7 3 .0  N 8 3 3 .5 6 8 0 .5 6 8 0 .5 6 8 0 .5

V
CAPITAL f \ 1

R E V E N U E  j \

FUND ING : (Thousands of Dollars) \
GENERALFUND 8 7 3 .0 8 3 3 .5 6 * 0 .5 6 8 0 .5 6 8 0 .5
FEDERAL FUNDS ..\  ^
OTHER 1 .. \
TOTAL .. . ,_S70‘" ■KFUIUBi

PO S IT IO N S ! ... \
FULL-TIME 16 16 12

■ \ 2 12
PART-TIME
TEMPORARY

ANALYSIS j (Attach a separate page i f  necessary)vwutcn a separate page 11 necessary; /

4 y a / a e -

danPrepared by:  r 9 i-S & L
Division • Alaska Court System

taff Counsel

Division:
Phnrti* • 2 6 4 -8 22852??— 3727S5—

Distribution (by preparer) :  
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget Impacted Agency(ies) page, of



A L A S K A  C O U R T  S Y S T E M

Fiscal Impact - SB 401

Personal Services:

2 Superior Court Judge, PFT, Anchorage 
2 In-Court Clerk, Range 12B, PFT, Anchorage 
2 Secretary, Range 12B, PFT, Anchorage 
2 Law Clerk I, Range 13A, PFT, Anchorage 
2 Court Clerk II, Range 10B, PFT, Anchorage 
2 Pro Tern Superior Court Judge, PFT, Anchorage 
2 In-Court Clerk, Range 12B, PFT, Anchorage 
2 Court Clerk II, Range 10B, PFT, Anchorage

Total Personal Services

Contractual:

Telephones, postage, copier, legal reference 
materials, equipment rental, etc.

Supplies:

Forms, file folders, copier paper, desk 
supplies, etc.

Equipment: (one-time costs)

Desk, chair, filing cabinets, typewriter, 
statutes, courtroom recording equipment, etc.

Total First Year Cost
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A L A S K A  C O U R T  S Y S T E M  

F I S C A L  A N A L Y S I S  F O R  S E N A T E  B I L L  401

T h l3  b i l l  w o u ld  p r o v id e  f o r  t r ia l s  de  n o v o  In s u p e r io r  c o u r t  o f  a s s e s s m e n ts  f o r  

c o r p o r a te  Incom e ta x e s  ( A S  4 3 .2 0 ) ,  p r o d u c t io n  ta x e s  ( A S  4 3 .5 5 ) ,  th e  fo rm e r  

s e p a ra te  a c c o u n t in g  Incom e ta x e s  ( A S  4 3 .2 1 ) ,  a n d  c o n s e r v a t io n  ta x e s  ( A S

4 3 .5 7 ) ,  A s s u m in g  t h a t  o n e - h a lf  o f  th e  D e p a r tm e n t  o f  R e v e n u e 's  p r e s e n t  In ­

fo rm a l a n d  fo rm a l h e a r in g  c a se lo a d  f o r  th e s e  ta x  a s s e s s m e n ts  w o u ld  e n te r  th e  

c o u r t  s y s te m  fo r  t r ia l  d a  n o v o , th e  c o u r t  s y s te m  w o u ld  e x p e c t  to  r e c e iv e  a p ­

p ro x im a te ly  107 c a s e s  a n d  w o u ld  e x p e c t  th e  c a s e lo a d  to  c o n t in u e  a t  a p p ro x im a te ­

ly  25 c a s e s  p e r  y e a r  t h e r e a f t e r .  T h e s e  e s t im a te s  a r e  b a s e d  on  s t a t is t ic s  

p r o v id e d  b y  th e  D e p a r tm e n t  o f  R e v e n u e . S ee  a t ta c h e d  c o r r e s p o n d e n c e  fro m  

D e p a r tm e n t o f  R e v e n u e .

A c c o r d in g  to  fo rm e r  A t t o r n e y  G e n e ra l W ilso n  C o n d o n ,  m a jo r o il a n d  g a s  c a se s  

c a n  b e  e x p e c te d  to  ta k e  b e tw e e n  fo u r  a n d  e ig h t  w e e k s  o f  t r ia l  t im e . G iv e n  an  

e s t im a te d  f iv e  w e e k s  o f  t r ia l  p e r  c a s e ,  e a ch  s u p e r io r  c o u r t  Ju d g e  a s s ig n e d  to  

th e se  c a s e s  w o u ld  b e  a b le  to  h e a r  a p p ro x im a te ly  7 -1 /2  c a se s  p e r  y e a r .  T h u s ,  

fo u r  ju d g e s  c o u ld  b e  e x p e c te d  to  t r y  an  a v e r a g e  o f  30 o f  th e s e  c a s e s  e a ch  

y e a r ,  T h e  c o u r t  s y s te m  e x p e c t s  to  h a n d le  t h is  w o rk lo a d  w ith  a c o m b in a t io n  o f  

p e rm a n e n t  j u d ic ia l  s t a f f  a n d  te m p o ra ry  p r o  tern J u d g e s .  T h e  c o u r t  s y s te m  w o u ld  

n eed  tw o  p e rm a n e n t  f u l l - t im e  ju d ic ia l  u n it s  co m po sed  o f  tw o  s u p e r io r  c o u r t  

J u d g e s ,  tw o  I n - c o u r t  d e p u t ie s ,  tw o  s e c r e t a r ie s ,  f o u r  c o u r t  c le r k s  a n d  tw o  law  

c le r k s .  A ls o ,  a co m p lem en t o f  tw o  p r o  tem  Ju d g e s  a n d  tw o  I n - c o u r t  d e p u t ie s  

w o u ld  b e  h ir e d  f o r  a tw o - y e a r  p e r io d  d u r in g  w h ic h  t im e  th e  c a se lo a d  w o u ld  be  

m o n ito re d  to  d e te rm in e  w h e th e r  th e r e  w o u ld  b e  a c o n t in u e d  n e e d  f o r  t h is  

c o m p le m e n t, I f  th e  c a s e s  a r e  r e s o lv e d  m ore  s w i f t ly  th a n  a n t ic ip a t e d ,  th e  p r o  

tem  co m p lem en t c o u ld  b e  re d u c e d  o r  te rm in a te d  w it h in  th e  tw o - y e a r  p e r io d .

T h is  b i l l  a ls o  p r o v id e s  fo r  th e  t a x p a y e r s ' r ig h t  to  a p p e a l In fo rm a t io n  r e q u e s t s .  

T h e  c o u r t  s y s te m  e x p e c t s  to  h a n d le  th e s e  a p p e a ls  w ith  e x is t in g  r e s o u r c e s .

P a g e  3 of 3
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M l  IF ALASKA
DEPARTMENT OP REVENUE

OIL AND GAS AUDIT DIVISION

February 8, 1988

Jan Strandberg 
Staff Counsel 
Alaska Court System 
303 K Street 
Anchorage, Alaska 99501

Re: Administrative Appeal Statlstics- 
Sen. Falks Proposal for Tax Appeals

Dear Ms. Strandberg:

You have asked that I provide to you the number of cases that we would 
anticipate being appealed to the Tax Division.

In reviewing Hr. Meyer's letter to you, I noticed that he has listed 
each tax period as an Individual case. The Income tax return under AS 
43.21 1s filed for each year while the production tax return for oil 
or gas under AS 43.55 1s filed monthly.

The 011 and Gas Audit Division currently has the following cases 
pending:

*s_«t£L Cases Tax Periods

Formal Hearing Level 10 14

Informal Conference Level 13 23
*

AS 43.55
•

Formal Hearing Level 19 406

Informal Conference Level 1.5 572

Total 52 1,01?

It 1s anticipated that the following cases will have 
audit process with the assessment being Issued, and be 
the appeal process by June, 1988:

completed the 
ready to start

AS 43.21 C&S1L

8

Tax Periods 

12

AS 43.55 16 468

Total 24 480

STEVE COWPER, G O V E R N O R

550WEST 7TH AVENUE ANCHORAGE, ALASKA 99501 RHONE: (M7) 27&1363



Jan Strandberg 
Page Two

The current inventory of the Department in non-oil and gas cases is as follows!

INFORMAL CONFERENCE 

£ases fox Pedgds

FQMiaU l E ARlHfl. ■IPTAl

fo$«s Tax Periods Cases Tax Periods

Corporation Tax 
(Chapter 20) 

All Other Tax 
Totals

90
139.
229

234
325
559

43

I&
61

89
33

122

133

151
290

323
358
681

I have not made any attempt to quantify the Chapter 21 and 55 Oil and Gas 
cases. Generally, there are as many coses as there are producers and tax 
periods. The statistics really begin to add up since oil and gas production 
is on a monthly tax period. In summary form for the oil and gas cases, we 
have 1615 tax periods at informal conference and 95 at formal hearing.

Commissioner Malone's letter of December 31, 1987 to Art Snowden estimates 
what cases might be expected to go to the court system. Our statistics tend 
to prove the administrative appeal process has been efficient in resolving a 
great percentage of the cases. This corresponds with the finding of the 
United States General Accounting Office regarding resolution of federal tax 
disputes in their report of July 1986 to the Acting Commissioner of the 
Internal Revenue Service. I have enclosed a copy of the report for your 

review.

In addition to the number of cases the court system would receive from 
taxpayers who elect to bypass the administrative appeal process, the current 
version of the bill apparently would also allow a taxpayer to proceed first 
through the administrative appeal process and then to file a de novo action in 
the court system. This would give taxpayers more leverage, harden taxpayer 
positions at all phases, and generally result in fewer administrative 
resolutions of tax disputes. The result or that would be more cases entering 
the court system.

I hope you find the Information useful for your purposes, 
know if we can be of any further assistance.

Sincerely,

Please let us

Carl A. Meyer 
Chief of Appeals
Division of Income & Excise Audit
(207) 465-2313

Enel.
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DEPARTM ENT OP REVEN UE

STEVE C O W P E R ,  G O V E R N O R

STATE OFFICE BUILDING 
P.O. BOXSA
JUNEAU, ALASKA 99B11-0400

E C E I V E

January 20, 1988

Jan Strandberg 
Staff Counsel 
Alaska Court System 
303 K Street
Anchorage, Alaska 99501

Dear Ms, Strandberg:

JAN 22 1988
Office of Adminlitratlv* Director 

Alaska Court System

Re: Administrative Appeal Stat1st1cs- 
Sen. Falks Proposal for Tax Appeals

Statistics concerning the administrative appeal process are shown 1n the 
table below. The numbers do not Include any oil and gas cases arising under 
AS 43.21 (former separate accounting) or AS 43.55 (production tax). The 
references to oil and gas cases concern those arising under AS 43.20.

INFORMAL CONFERENCE 
TAX DECISIONS

ADMINISTRATIVE APPEALS.

FORMAL HEARING 
DECISIONS*

CASES APPEALED TO 
SUPERIOR COURT*

0(0)
0(0) 
5(1)
3(0)
6(3)
10(3)

U U L  
38(8)

6.3 1.654
6.3 23.554

♦Calendar Year Stat1st1cs-Does not Include Permanent Fund Dividend or Child 
Support Enforcement Agency Decisions Issued by the Department.

**Not Included In Averages.

***628 Accounts Estimated As 314 Cases.

FYTD 88** 106 2(0)

FY 87 314*** 8(2)
FY 86 338 9(0)

FY 85 183 20(0)

FY 84 387 26(6)

FY 83 573 43(5)

FY 82 499 55(4)

Totals 2294 161(17)

Average 382.3 10054 26.8 7.0154

Average - 26.8 100%

( ) Denotes Pre-1978 011 and Gas Income Tax Cases Included In Total. 011 and 

Gas Informal Conference Cases Have Not Been Identified.
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Jan Strandberg 
February 8, 1988 
Page 2

The length of time for a case to proceed through the appeal's process 
1s hard to determine. As an example, one case which Involves <• years 
of Income tax under AS 43.21 by the time the formal hearing Is 
completed will have required 3 years of work with 20 plus attorneys 
working full time on It. It 1s estimated that 1t will take 8 weeks at 
a minimum for both parties to present the case at formal hearing. 
Their are several cases like this one Included 1n the above listing.

I hope you find the Information useful for your purposes. Please let 
me know 1f I can be of any further assistance.

Ronald H. Bltzer
Appeals Officer
011 & Gas Audit Division
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EXPENDITURES/R&yENUES: (Thousands of Dollars)
OPERATING V y 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES “ " V 274.2 282.4 290.9 151 .3 155 .8
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FEDERAL FUNDS \
OTHER - 0- 3 7 2 .5 3 4 7 .0 375V5 190 .4 196 .1
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Date: March 1. 1988 

Date: March 1 , 1988

Distribution (bypreparer): / 9 tc j/ s e c /  2
Legislative Finance 7
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies) page of



C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S

F o r  Bill/Resolution No. SB 4°*

I t  i s  d i f f i c u l t  f o r  the  Department o f  Law t o  e s t im a te  w ith  any 
e x a c t i tu d e  the r e s o u rc e s  r e q u i r e d  to  implement SB 401. as i t  i s  c u r r e n t l y  
d r a f t e d .  However, we can i d e n t i f y  a re a s  we expec t w i l l  r e q u i r e  
s u b s t a n t i a l  a d d i t i o n a l  l e g a l  s e r v i c e s .

S e c t io n  1 c r e a te s  a tw o -s tep  app ea l p ro c e s s  f o r  any taxp aye r  
who b e l i e v e s  th a t  a re q u e s t  f o r  in fo rm a t io n  o r  m a t e r i a l s  d u r in g  the 
cou rse  o f  an a u d i t ,  i n v e s t i g a t i o n ,  o r  in s p e c t io n  i s  u n re a s o n a b le .  Th is  
s e c t io n  d r a m a t ic a l l y  expands the c ircum stances  under which a taxp aye r  
cou ld  r e fu s e  to  p ro v id e  access  to  documents (and th e re b y  impede the 
a u d i t ,  i n v e s t i g a t i o n ,  o r  i n s p e c t i o n ) .  C u r r e n t ly  the  Department o f  
Revenue may is s u e  an a d m in i s t r a t i v e  summons. When a ta xp aye r  f a i l s  to  
produce the n e ce ssa ry  documents the department may go to  c o u r t  immedi­
a t e l y  f o r  a j u d i c i a l  d e te rm in a t io n .  The p ro p o s a l  in  s e c t i o n  one c re a te s  
an unnecessa ry  a d m in i s t r a t i v e  s tep  which w i l l  o n ly  d e la y  the u l t im a t e  
c o u r t  d e c i s io n .

Given t h i s  d ep a r tm en t 's  e xp e r ie n ce  in  o th e r  o i l  and gas
l i t i g a t i o n  re s p e c t in g  p ro du c t io n  o f  documents, we b e l i e v e  th a t  enactment 
o f  t h i s  s e c t io n  would r e q u i r e  one f u l l - t im e  a t t o rn e y  and a p a r a le g a l .

Under S e c t io n  7 ,  the new p rocedu re s  i n  the b i l l  would a pp ly  to  
a u d i t s ,  i n v e s t i g a t i o n s ,  o r  in s p e c t io n s  th a t  a re  pending as w e l l  as 
g r ie v a n c e s ,  th a t  have "n o t  been f u l l y  h ea rd "  as o f  the  e f f e c t i v e  da te  o f  
the b i l l .  Th is  s e c t io n  r a i s e s  s e r i o u s  s t a t u t e  o f  l im i t a t i o n  prob lems as 
w e l l  as p r a c t i c a l  ones f o r  a l l  c u r r e n t  c a se s .  I s s u e s  in c lu d e  whether 
the s t a t u t e  o f  l im i t a t i o n s ,  which would have run in  June 1988 , f o r
example , i s  t o l l e d  f o r  a case th a t  i s  ( a )  aw a it in g  the com m iss ion e r 's  
d e c i s i o n ,  (b ) in  h e a r in g  ( c )  in  c on fe ren ce  a t  the d i v i s i o n  l e v e l ,  o r  (d )
r e c e n t ly  assessed  o r  whether a case th a t  i s  a t  any g iven  s tage  a t  the
time o f  t h i s  b i l l ' s  e f f e c t i v e  date  must beg in  anew i f  the ta xp aye r  so
d e s i r e s .  We b e l i e v e  th a t  l i t i g a t i o n  o ve r  t h i s  s e c t i o n  w i l l  be p a r t i c ­
u l a r l y  in te n s e  because i t s  e f f e c t  c ou ld  be to  e l im in a t e  o r  s u b s t a n t i a l l y  
reduce eve ry  t a x p a y e r ' s  u l t im a t e  ta x  e xposu re . The t o t a l  a t  s ta ke  in  
the tax  cases th a t  a re  in  some s tage  o f  a d m in i s t r a t i v e  appea l exceeds 
$ 2 .5  b i l l i o n .

We b e l i e v e  th a t  enactment o f  t h i s  s e c t io n  would r e q u i r e  two 
f u l l - t im e  a t t o rn e y s  o v e r  a p e r io d  o f  t h r e e  y e a r s .  Combined w ith  the
impact o f  s e c t io n  one o f  the b i l l ,  we would a l s o  r e q u i r e  one f u l l - t im e
s e c r e t a r y .

The t im e l in e s  and a p p e l l a t e  scheme i n  the  rema inder o f  the 
b i l l  w i l l  a l s o  d r a m a t i c a l l y  a f f e c t  the Department o f  Law. C u r r e n t ly ,  
the Department o f  Law hand le s  o n ly  a v e ry  l im i t e d  number o f  ta x  casea . 
The l i t i g a t i o n  model both the Department o f  Revenue and the  Department 
o f  Law have been work ing toward i s  one in  which o i l  and gas ta x  cases 
would no t r e q u i r e  s i g n i f i c a n t  a t t o rn e y  r e p r e s e n t a t i o n  a t  the adm in i­
s t r a t i v e  l e v e l  w i th in  the Department o f  Revenue. Th is  b i l l ,  which 
p la c e s  the t r i a l  in  the  c o u r t  system , w i l l  r e q u i r e  a t t o r n e y s  f o r  a l l  ta x  
cases because o n ly  a t t o rn e y s  a re  a l low ed  to  r e p re s e n t  the s t a t e  in  
A la s k a 's  s u p e r i o r  c o u r t s .
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C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S

F o r  Bill/Resolution No. SB ^ 01

We b e l i e v e  th a t  the se  t a x  cases  must be l i t i g a t e d  in  the same 
manner as o u r  c u r r e n t  o i l  and gas l i t i g a t i o n ,  in  which we use a combi­
n a t io n  o f  o u t s id e  coun se l and e x p e r t s  w ith  s t a t e  p e r s o n n e l .  There a re  
t h re e  rea son s  f o r  t h i s :

1 . There a re  m i l l i o n s  o f  d o l l a r s  a t  s ta k e  in  each o f  the cases —  the 
in d u s t r y  w i l l  c on t inu e  t o  devo te  th e  b e s t  l e g a l  r e s o u rc e s  a v a i l a b l e  
t o  these  c a se s ;

2 .  Adverse p receden t in  one case  c ou ld  s e r i o u s l y  harm the  s t a t e  in  
o th e r  c a se s ;  and

3 . The Department o f  Revenue, r a t h e r  than the c o u r t  system has a co rps 
o f  d e c is io n -m ak e rs  w ith  e x p e r t i s e  i n  the f i e l d  o f  o i l  and gas 
t a x a t i o n .  Such a r a d i c a l  change o f  fo rum , in  the e a r l i e s t  cases a t  
l e a s t ,  cou ld  p la c e  the  s t a t e  a t  g r e a t e r  r i s k  i n  a ttem p t in g  to  
r e c o v e r  i t s  p r o p e r ly  due t a x e s .

The f o l l o w in g  t a b le  shows the l e v e l  o f  e xp end itu re  f o r  the two 
p roceed ings  th a t  a re  most ana log ous  to  the cases th a t  would be genera ted  
under t h i s  b i l l ;  a c u r r e n t  ta x  p ro ceed ing  and the Amerada Hess r o y a l t y  
case which in v o lv e s  many o f  the same is s u e s  p re sen ted  in  the m a jo r  tax  
c ase s .

Amerada Hess

6 /3 0 /8 4
6 / 3 0 /8 5
6 / 3 0 /8 6
6 / 3 0 /8 7
6 / 3 0 / 8 8 ( E s t . )

T o t a l  Expended

1 , 7 2 2 ,3 4 0 . 5 1
3 , 5 9 8 , 6 6 6 . 5 0
6 , 9 0 9 , 8 3 2 . 8 2

1 1 , 4 7 8 , 2 9 6 . 4 4

T o t a l  
Avg A l l  

Avg l a s t  3 y r s

Annual Expended

1 ,7 2 2 ,3 4 0 .5 1
1 ,8 7 6 ,3 7 5 .9 1
3 , 4 0 1 ,1 6 6 . 3 2
4 , 4 7 8 , 4 6 3 . 5 7
5 , 6 2 0 , 0 0 0 . 0 0

1 7 ,0 9 8 ,3 4 6 .4 1
3 , 4 1 9 , 6 6 9 . 2 8
4 , 4 9 9 ,8 7 6 . 6 6

P ro d u c t io n ,  O i l  Income Tax

6 /3 0 /8 4
6 / 3 0 / 8 5
6 / 3 0 /8 6
6 /3 0 /8 7
6 /3 0 /8 8 ( E s t . )

T o t a l  Expended

1 9 1 ,0 4 1 .7 5
6 9 5 ,3 5 6 .7 1

1 , 5 6 8 , 2 5 4 . 6 3
2 , 9 2 2 , 6 1 8 . 5 2

T o t a l  
Avg A l l  

Avg l a s t  3 y r s

Annual Expended

1 9 1 ,0 4 1 .7 5
5 0 4 ,3 1 4 .9 6
8 7 2 ,8 9 7 .9 2

1 , 3 5 4 ,3 6 3 . 9 2
3 , 9 7 5 , 0 0 0 . 0 0

6 , 8 4 7 , 6 1 8 . 5 5
1 , 3 6 9 ,5 2 3 . 7 1
2 , 0 5 0 , 7 5 3 . 9 5
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C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S

F o r  Bill/Resolution No. SB ______

The b i l l  cou ld  e f f e c t i v e l y  r e q u i r e  the Department Law to 
l i t i g a t e  s im u l ta n e o u s ly  s e v e r a l  t r i a l  . le v e l  c a s e s ,  w h i le  app ea ls  a re  
be ing argued i n  the A la ska  Supreme C o u r t .  Look ing a t  ou r e xp e r ie n ce  in  
the tax  cases  and in  Amerada Hess we reg a rd  the c u r re n t  e xp end itu re  
l e v e l  o f  $4 m i l l i o n  a n n u a l ly  as ou r base f o r  revenue tax  c a s e s .  There 
a re  s e v e r a l  o th e r  cases th a t  j u s t i f y  an e f f o r t  p a r a l l e l i n g  the c u r re n t  
ta x  case because o f  the amount a t  s t a k e .  There w i l l  a l s o  be numerous 
cases th a t  each in v o lv e  tens o f  m i l l i o n s  o f  d o l l a r s .  In  FY 89 we have 
reques ted  $1 m i l l i o n  above ou r  base . Th is  amount r e f l e c t s  o u r  b e l i e f  
t h a t  cases  under t h i s  b i l l  w i l l  n o t  be ready  f o r  Department o f  Law 
p ro s e c u t io n  u n t i l  m id -y e a r .  Fo r FY 90 and FY 91 we b e l i e v e  th a t  in  
o rd e r  to  e f f e c t i v e l y  p ro secu te  an a d d i t i o n a l  f o u r  to  s i x  cases p e r  y e a r  
a t  the t r i a l  c o u r t  l e v e l  we would r e q u i r e  an a d d i t i o n a l  $4 m i l l i o n .  
A f t e r  th a t  p e r io d  the  amount re q u i re d  shou ld  be reduced s u b s t a n t i a l l y  
because o f  c o u r t  p receden t e s t a b l i s h e d  th rough the  e a r l i e r  c a s e s ,  
e l im in a t i o n  o f  b a c k lo g ,  and new cases w ith  s u b s t a n t i a l l y  l e s s  a t  s t a k e .  
A c c o rd in g ly ,  we b e l i e v e  th a t  in  FY 92 and 93 ou r t r i a l  l e v e l
e xp end i tu re s  cou ld  be reduced to  $2 m i l l i o n  above base f o r  each y e a r  and
in  FY 94 t o  o u r  base . A d d i t i o n a l l y ,  we have reques ted  $ 3 7 2 ,5 0 0  in  FY 89 
f o r  the f i v e  new s t a f f  p o s i t i o n s  d e sc r ib ed  above. The impact o f  S e c t io n  
I and S e c t io n  7 w i l l  be f e l t  on ou r s t a f f  as soon as the b i l l  goes i n t o
e f f e c t .  Two o f  the f i v e  p o s i t i o n s  w i l l  be d e le te d  in  FY 92 when work
from  the t r a n s i t i o n a l  p e r io d  shou ld  be com p le ted . We n o te  t h a t  
e x te n s iv e  l i t i g a t i o n  w i l l  be ongoing even a f t e r  t h a t  f i s c a l  y e a r  as 
a u d i t s  and ta x  laws f o r  the y e a rs  a f t e r  1981 a re  c h a l le n g e d .

Appea ls t o  the Supreme Cou rt would occu r under e i t h e r  the 
c u r re n t  o r  p roposed framework . A cco rd in g ly  we have not in c lu d ed  c o s t s  
f o r  a p p ea l .



C O N T I N U A T I O N  o f  F I S C A L  N O T E  A N A L Y S I S

F o r  Bill/Resolution N o  S B .AQ1.-----

SB 401 F i s c a l  A n a ly s is

Department o f  Law S t a f f  C osts

S e c t io n  1 Costs  S e c t io n  7 Costs

P a r a le g a l
A t ty  I I I A s s t ,  I I A t ty  IV A t ty  I I I Leg Sec I TOTAL

F e r .  Svcs . 6 3 .7 4 3 . 3 7 2 .0 6 3 .7 3 1 .5 2 7 4 .2

T ra v e l 2 . 4 2 . 4 2 . 4 2 . 4 - 0- 9 .6

C o n t ra c tu a l 6 . 6 6.6 6.6 6.6 5 .4 3 1 .8

Supp l ie s 4 . 5 4 . 5 4 . 5 4 . 5 3 .3 2 1 .3

Equipment 6.8 6.8 6.8 6.8 8 .4 3 5 .6

T o t a l 8 4 . 0 6 3 .6 9 2 .3 8 4 . 0 4 8 . 6 3 7 2 .5

P o s i t i o n  and a s s o c ia te d  c o s t s  beyond FY 89 in c lu d e  a 3% annua l i n f l a t i o n  
f a c t o r ,  l e s s  one -t im e  i tem s . The two a t t o rn e y s  r e q u i r e d  f o r  S e c t io n  7 
t r a n s i t i o n a l  l i g i t a t i o n  a re  d e le t e d  a f t e r  FY 91 . The c o s t s  f o r  these  
new p o s i t i o n s  w i l l  occu r in  the O i l  & Gas BRU as in te ra g en c y  funded . 
However, g e n e ra l  funds must a l s o  be in c lud ed  in  the annua l s ep a ra te  
a p p ro p r i a t i o n  f o r  o i l  and gas s p e c i a l  l i t i g a t i o n  to o f f s e t  these  c o s t s .
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Position Title
Attorney III

No. of Positions
 1

Range/Step
22A

Barg. Unit
PX

Time Status

PFT

Staff Months

12

location

Anchorage

Flection District

Type of Expenditure Amount

1 2 3

Salary •49,140

ncncfils 14,597

Premium Pay

Other

Total Personal Services 63,738

Travel 2,400

Contractual 6,600

Commodities 4,500
ipuicnl 6,800

(Micr

Total Cost 84,038

Funding Source for Total Cost

Federal Receipts 1002
C 1. Match 1003

(icncral Fund 1004

(»F Program Receipts 1005

Other / i n t e r a g e n c y  R e c e i p t s 1007 84,038

Justification

T h i s  p o s i t i o n  is r e q u i r e d  to o v e r c o m e  c h a l l e n g e s  

f o r  r e a s o n a b l e n e s s  t h a t  a r e  e x p e c t e d  to a r i s e  

d u r i n g  the c o u r s e  of  o i l  a nd g a s  t a x  a u d i t s ,  if 

the p r o v i s i o n s  of  S e c t i o n  1 of S B  401 b e c o m e  law. 

T h e r e  a re l i t e r a l l y  h u n d r e d s  of t h o u s a n d s  o f  d o c u­

m e n t s  t h a t  a re s u b j e c t  to i n s p e c t i o n  an d  e x a m i n a­

tio n  d u r i n g  a n  a u d i t  of  o i l  an d  g as p r o d u c t i o n  a n d  

i n c o m e  t a x  r e c o r d s .  T h i s  s e c t i o n  of  t he b i l l  

d r a m a t i c a l l y  e x p a n d s  the c i r c u m s t a n c e s  u n d e r  w h i c h  

a t a x p a y e r  c o u l d  r e f u s e  to p r o v i d e  a c c e s s  to 

f i n a n c i a l  t r a n s a c t i o n  d o c u m e n t s ,  a nd w i t h o u t  w h i c h  

an a u d i t  c o u l d  n ot e f f e c t i v e l y  p r o c e e d .  A l l o c a­

tion of t he p o s i t i o n  o n e  g r a d e  l o w e r  t h a n  t he f u l l  

j o u r n e y  l e v e l  of  A t t o r n e y  IV is a p p r o p r i a t e  f o r  

this w o r k  b e c a u s e  it m a i n l y  a d d r e s s e s  p r o c e d u r a l  

i s s u e s  r a t h e r  t h a n  s u b s t a n t i v e  l e g a l  i s s u e s .

R e q u e s t  F o r

N e w  P o s i t i o n

Agency
I1IUJ

Component

D e p a r t m e n t  o f  L a w

O i l  & G a s  S p e c i a l  P r o j e c t s  

O p e r a t i o n s _______________________
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Position Title , , ,P a r a le g a l  A s s i s t a n t  I I No. of Positions
i 1

Range/Step 16A Barg. Unit GGU
Time Status Staff Months Location Election District

PFT 12 Anchorage 8

Justification

Type of Expenditure Amount i

1 2 3

.Salary 32.424

Benefits 10,901 \ ' • v

Premium Pay ■' ■ • • •' C W
Other

Total Personal Services 43.325

Travel 2.400

Contractual 6,600

Commodities 4,500

Equipment 6.800
Ulhcr

Total Cost 63,625

Funding Source for Total Cost

Federal Receipts 1002

G. F. Match 1003

General Fund 1004

GF Program Receipts 1005

Other /Interagency Receipts 1007 63,625

Th is  p o s i t i o n  i s  needed to  overcome c h a l le n g e s  f o r  
re a son ab le n e s s  th a t  a re  expected t o  a r i s e  d u r in g  
the cou rse  o f  o i l  and tax  a u d i t s ,  i f  the p r o v i ­
s io n s  o f  S e c t io n  1 o f  SB 401 become law . There 
a re  l i t e r a l l y  hundreds o f  thousands o f  documents 
th a t  a re  s u b je c t  t o  in s p e c t io n  and exam ina t ion  
du r in g  an a u d i t  o f  o i l  and gas p ro d u c t io n  and 
income ta x  r e c o rd s .  Th is  s e c t io n  o f  the b i l l  
d r a m a t i c a l l y  expands the c ircum stances  under which 
a ta x p ay e r  c ou ld  r e fu s e  to  p ro v id e  access  to  
f i n a n c i a l  t r a n s a c t i o n  documents, and w ith ou t  which 
a t a x  a u d i t  cou ld  n o t  e f f e c t i v e l y  p ro ceed . Th is  
p o s i t i o n  would be r e s p o n s ib le  f o r  t r a c k in g  the 
m u l t i tu d e  o f  re sp on ses  and c h a l le n g e s  t o  t a x  
a u d i t o r  r e q u e s t s  f o r  in f o rm a t i o n .  Th is  work i s  
i d e a l l y  s u i t e d  to  the P a r a le g a l  A s s is t a n t  I I  j o b  
c l a s s .

R e q u e s t  F o r

N e w  P o s i t i o n

Agency
BRU

Component

Department of Law F Y  8 9
Oil & Gas Special Projects

Operations

I age Z til j
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Position Title
Attorney IV

No. of Positions
I

Range/Step
24A

Rarg. Unit
PX

Time Status

PIT

Staff Months

12

Location

Anchorage

Election District

Type o f Expenditure Amount

1 2 3

Salarv 5 6 . 2 4 4

Benefits 1 5 . 7 1 3

Premium Pay
Other

Total Personal Services 7 1 . 9 5 7

Travel 2 , 4 0 0

Contractual 6 , 6 0 0

Commodities 4 , 5 0 0
Equipment 6 . 8 0 0
Other

Total Cost 9 2 . 2 5 7

Funding Source for Total Cost

Federal Receipts 1002
G F. Match 1003
General Fund 1004
GF Program Receipts 1005

Other / I n t e r a g e n c y  R e c e i p t s 1007 9 2 , 2 5 7

Justification

T h i s  is o n e  of t h r e e  p o s i t i o n s  t h a t  w i l l  be n e e d e d  

to h a n d l e  l i t i g a t i o n  tha t  is e x p e c t e d  to a r i s e  

f r o m  the t r a n s i t i o n a l  p r o v i s i o n s  of  SB  4 0 1 ,  if 

S e c t i o n  7 is a d o p t e d  a nd b e c o m e s  law. T h i s  

s e c t i o n  r a i s e s  s e r i o u s  s t a t u t e  of l i m i t a t i o n  

p r o b l e m s  as w e l l  as p r a c t i c a l  o n e s  f or a ll c u r r e n t  

o i l  a n d  g a s  c a ses. L i t i g a t i o n  o v e r  t h i s  s e c t i o n  

w i l l  be  p a r t i c u l a r l y  i n t e n s e  b e c a u s e  its e f f e c t  

c o u l d  be  to e n t i r e l y  e l i m i n a t e  o r  s u b s t a n t i a l l y  

r e d u c e  e v e r y  t a x p a y e r ' s  u l t i m a t e  t a x  e x p o s u r e .  

T h e  t o t a l  at s t a k e  in the o i l  a n d  g a s  i n c o m e  an d  

p r o d u c t i o n  t a x  c a s e s  that are in s o m e  s t a t e  of 

a d m i n i s t r a t i v e  a p p e a l ,  a nd w h i c h  w o u l d  be s u b j e c t  

to t h e  b i l l ' s  t r a n s i t i o n a l  p r o v i s i o n s ,  e x c e e d  $ 2.5 

b i l l i o n .  A l l o c a t i o n  to the A t t o r n e y  IV l e v e l  is 

r e c o m m e n d e d  b e c a u s e  of t h e  s u b s t a n t i v e  l e g a l  

i s s u e s  i n v o l v e d  in t h i s ' a s p e c t  o f  the bill.

R e q u e s t  F o r

N e w  P o s i t i o n

Agency

IIRIJ

Component

D e p a r t m e n t  of  L a w
F Y  8 9

O i l  & G a s  S p e c i a l  P r o i e c t s
Page 3 of 5
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Position Title
A t t o r n e y  III

Sta ff Months
No. of Positions
 1

Range/Step
22A

Darg. Unit
PX

Time Status

• P F T 12

Location
A n c h o r a g e

Election District

Type o f Expenditure Amount
! i 2 3

SalarY •49.140 ■ .■ / \ r

: ■ '
Benefits 14.597
Premium Pay
Other

Total Personal Services 6 3 ,7 3 8
Travel 2 ,4 0 0
Contractual 6 ,6 0 0
Commodities 4 ,5 0 0
Equipment 6 .8 0 0
Other

Tota l (.'osl 8 4 .0 3 8

Funding Source fo r Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004
GF Program Receipts 1005
Other / I n t e r a g e n c y  R e c e i p t s  1007 M i

Justification

T h i s  is t he s e c o n d  o f  t h r e e  p o s i t i o n s  t h a t  w i l l  be 

n e e d e d  to h a n d l e  l i t i g a t i o n  t h a t  is e x p e c t e d  to 

a r i s e  f r o m  the t r a n s i t i o n a l  p r o v i s i o n s  of SB  401, 

if S e c t i o n  7 is a d o p t e d  a n d  b e c o m e s  law. T h i s  

s e c t i o n  r a i s e s  s e r i o u s  s t a t u t e  o f  l i m i t a t i o n  

p r o b l e m s  as  w e l l  as p r a c t i c a l  o n e s  f o r  a l l  c u r r e n t  

o i l  a n d  g a s  c a s e s .  L i t i g a t i o n  o v e r  t h i s  s e c t i o n  

w i l l  b e  p a r t i c u l a r l y  i n t e n s e  b e c a u s e  i ts e f f e c t  

c o u l d  be  to e n t i r e l y  e l i m i n a t e  o r  s u b s t a n t i a l l y  

r e d u c e  e v e r y  t a x p a y e r ' s  u l t i m a t e  t a x  e x p o s u r e .  

T h e  t o t a l  at s t a k e  in  the o i l  a nd g a s  i n c o m e  a n d  

p r o d u c t i o n  t ax c a s e s  that ar e  in  s o m e  s t a t e  of 

a d m i n i s t r a t i v e  a p p e a l ,  a n d  w h i c h  w o u l d  be  s u b j e c t  

to t he b i l l ' s  t r a n s i t i o n a l  p r o v i s i o n s ,  e x c e e d  $ 2 . 5  

b i l l i o n .  T h i s  p o s i t i o n  w i l l  a s s i s t  t he A t t o r n e y  

I V  r e s p o n s i b l e  f o r  s t a t u t e  of  l i m i t a t i o n  p r o b l e m s  

in t he c o n d u c t  of  e x t e n s i v e  an d  c o m p l e x  l i t i g a t i o n  

r a i s e d  by  the b i l l ' s  t r a n s i t i o n a l  p r o v i s i o n s .

R e q u e s t  F o r

N e w  P o s i t i o n

Agency D e p a r t m e n t  o f  L a w ______________

II1UJ O i l  & G a s  S p e c i a l  P r o j e c t s

Component O p e r a t i o n s _______________________

Page 4  o f 5
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Position Title
Legal Secretary I

No. of Positions
1

Range/Step
10B

Barg. Unit
GGU

Time Status

PF T

Staff Months

12
Location
A n c h o r a g e

Election District

Type o f Expenditure
1

Salary
Benefits
Premium Pay
Other

Total Personal Services

2 2 , 7 1 6

3 . 7 4 9

Travel
Contractual
Commodities
Equipment
Other

Tota l Cost

Funding Source fo r Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004
CF Program Receipts 1005
Other / I n t e r a g e n c y  R e c e i p t s  1007

Amount

-o-
5 . 4 0 0

3 , 3 0 0

8 . 4 0 0

4 8 . 5 6 5

4 8 . 5 6 5

Justification
T h i s  is t h e  t h i r d  of t h r e e  p o s i t i o n s  t hat w i l l  be 

n e e d e d  to h a n d l e  l i t i g a t i o n  t h a t  is  e x p e c t e d  to 

a r i s e  f r o m  the t r a n s i t i o n a l  p r o v i s i o n s  of S B  4 01, 

if S e c t i o n  7 is a d o p t e d  and b e c o m e s  law. T h e  

p o s i t i o n  w i l l  p r o v i d e  l aw o f f i c e  s u p p o r t  f o r  t he 

two a t t o r n e y s  r e q u i r e d  b y  S e c t i o n  7, a n d  t he 

p o s i t i o n  w i l l  a l s o  p r o v i d e  o f f i c e  s u p p o r t  fo r  t he 

a t t o r n e y  a nd the p a r a l e g a l  r e q u i r e d  by  t h e  t w o -  

s t e p  a p p e a l s  p r o v i s i o n s  of S e c t i o n  1. C o n s e q u e n t­

ly, the p o s i t i o n  w i l l  p r o v i d e  f u l l - s p e c t r u m  l a w  

o f f i c e  c l e r i c a l  s e r v i c e s ,  and a l l o c a t i o n  to  L e g a l  

S e c r e t a r y  I is t h e r e f o r e  r e c o m m e n d e d .

R e q u e s t  F o r

N e w  P o s i t i o n

Agency D e p a r t m e n t  of  L a w ______________

B R U  O i l  & G a s  S p e c i a l  P r o j e c t s

Component O p e r a t i o n s _______________________

Page 5 of 5
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C O N T I N U A T I O N  o f  F I S C A L  N Q T E ,  A N A L Y S I S

F o r  Bili/Resolution N o .  C SSB (Jud.)

'i . ' • ■

Th is  f i s c a l  no te  supe rcedes the n o te  o f  March 1 , 1988 . N eve r­
t h e l e s s ,  o b s e rv a t i o n s  made i n  t h a t  n o te  c on t inu e  t o  be r e l e v e n t .

The a d d i t i o n  o f  HB 58 p r o v i s i o n s  in - s e c t i o n  7 ,  p a r t i c u l a r l y  
w ith  r e s p e c t  t o  t r a n s f e r  r e v iew  (AS 4 3 . 0 5 . 2 3 4 ( a ) ) ,  e d i t e d  t r a n s c r i p t s -  
(AS 4 3 . 0 5 . 2 3 6 ) ,  and d r a f t i n g  r e g u la t i o n s  (AS 4 3 . 0 5 . 2 3 8 )  c r e a t e s  a 
s u b s t a n t i a l l y  in c r e a s e d  l e g a l  w o rk lo a d .  Of t h e s e ,  th e  e d i t i n g  o f  
t r a n s c r i p t s  i s  th e  most h i g h ly  s p e c u la t i v e .  I f  l e g i s l a t i v e  comm ittees 
u nde r ta ke  m a jo r  ta x  p o l i c y  r e v iew ,  t h i s  fu n c t i o n  w i l l  be e s p e c i a l l y  
c r i t i c a l .  We n o t e ,  how eve r , t h a t  s e c t i o n •1 o f  th e  o r i g i n a l  SB 401 has  
been d e le t e d ,  thu s  o f f s e t t i n g  what we b e l i e v e  t o  be a r e a s o n a b le  e s t i ­
mate o f  r e s o u r c e s  r e q u i r e d  under new s e c t i o n  7.

Under s e c t i o n  1 2 ,  the new p rocedu re s  i n  the  b i l l  would a p p ly  
to  g r ie v a n c e s ,  t h a t  have  n o t  been appea led  to  th e  s u p e r i o r  c o u r t  as o f  
the  e f f e c t i v e  d a te  o f  the b i l l .  T h is  s e c t i o n  r a i s e s  s e r i o u s  s t a t u t e  o f  
l im i t a t i o n  p rob lem s as  w e l l -  a p r a c t i c a l  ones f o r  a l l  c u r r e n t  c a s e s .

. I s s u e s  in c lu d e  whethe r the s t a t u t e  o f  l im i t a t i o n s ,  which wou ld have  ru n '  
i n  June 1 9 8 8 , f o r  examp le , i s  t o l l e d  f o r  a case t h a t  i s  ( a )  aw a i t in g  th e  
c om m iss ion e r 's  d e c i s i o n ,  ( b )  i n  h e a r in g ,  ( c )  i n  c on fe ren ce  a t  th e  d i v i ­
s i o n  l e v e l ,  o r  (d )  r e c e n t l y  a sse ssed  o r  whether a case  t h a t  i s  a t  any 
g i v e n ’ s tag e  a t  th e  t im e o f  t h i s  b i l l ' s  e f f e c t i v e  da te  must b eg in  anew i f  
the  t a x p a y e r  so d e s i r e s .  We b e l i e v e  th a t  l i t i g a t i o n  o v e r  t h i s  s e c t i o n  
w i l l  be p a r t i c u l a r l y  in t e n s e  because i t s  e f f e c t  c ou ld  be t o  e l im in a t e  o r  
s u b s t a n t i a l l y  reduce e v e ry  t a x p a y e r ' s  u l t im a t e  t a x  e xp o su re .  The t o t a l  

' a t  s ta k e  i n  the t a x  cases  t h a t  a re  i n  some s tag e  o f  a d m in i s t r a t i v e  
app ea l exceeds $ 2 . 5  b i l l i o n .

We b e l i e v e  t h a t  enactment o f  t h i s  s e c t io n  would r e q u i r e  two 
f u l l - t i m e  a t t o r n e y s  o v e r  a p e r i o d  o f  t h r e e  y e a r s .  Combined w i th  th e  
impact o f  s e c t i o n  seven o f  th e  b i l l ,  we would a l s o  r e q u i r e  one f u l l - t i m e  
s e c r e t a r y .

The t im e l i n e s  and a p p e l l a t e  scheme in  p roposed AS 4 3 . 0 5 . 2 4 8  
w i l l  a l s o  d r a m a t i c a l l y  a f f e c t  th e  Deaprtment o f  Law. C u r r e n t l y ,  th e  
Department o f  Law h and le s  o n ly  a v e r y  l im i t e d  number o f  t a x  c a s e s .  The 
l i t i g a i t o n  model bo th  the Department o f  Revenue and th e  Department o f  
Law have been work ing toward  i s  one i n  which o i l  and gas ta x  cases would 
n o t  r e q u i r e  s i g n i f i c a n t  a t t o r n e y  r e p r e s e n t a t i o n  a t  th e  a d m in i s t r a t i v e  
l e v e l  w i t h in  the  Department o f  Revenue. Th is  b i l l ,  which p la c e s  th e  
t r i a l  i n  th e  c o u r t  sy s tem , w i l l  r e q u i r e  a t t o r n e y s  f o r  a l l  t a x  cases  
because o n ly  a t t o r n e y s  a re  a l low ed  to  r e p re s e n t  the  s t a t e  i n  A la s k a ' s  
s u p e r i o r  c o u r t s .

W e  b e l i e v e  t h a t  t h e s e  t a x  c a s e s  m u s t  b e  l i t i g a t e d  i n  t h e  s a m e  

m a n n e r  as o u r  c u r r e n t  o i l  a n d  g a s  l i t i g a t i o n ,  in  w h i c h  w e  u s e  a c o m b i­

n a t i o n  of  o u t s i d e  c o u n s e l  a n d  e x p e r t s  w i t h  s t a t e  p e r s o n n e l .  T h e r e  a r e  

t h r e e  r e a s o n s  f o r  this:



C O N T I N U A T I O N  o f  F I S C A L  N O T E .  A N A L Y S I S

F o r  Biil/Resolution N n . CSSB 401 (Jud.)

i

1 . There a r e  m i l l i o n s  o f  d o l l a r s  a t  s ta k e  i n  each o f  th e  cases  —  the 
in d u s t r y  w i l l  c on t in u e  t o  devo te  th e  b e s t  l e g a l  r e s o u r c e s  a v a i l a b l e  
to  the se  c a s e s ;

2 .  Adverse p receden t i n  one case  c o u ld  s e r i o u s l y  harm the  s t a t e  i n  
o t h e r  c a s e s ;  and

3 .  The Department o f  Revenue , r a t h e r  than th e  c o u r t  system  has a c o rp s  
o f  d e c is io n -m a k e rs  w ith  e x p e r t i s e  in  th e  f i e l d  o f  o i l  and gas 
t a x a t i o n .  Such a r a d i c a l  change o f  fo rum , i n  the e a r l i e s t  c a se s  a t  
l e a s t ,  c ou ld  p la c e  th e  s t a t e  a t  g r e a t e r  r i s k  i n  a t tem p t in g  to  
r e c o v e r  i t s  p r o p e r l y  due t a x e s . .

The f o l l o w in g  t a b le  shows the l e v e l  o f  e xp en d i tu re  f o r  th e  two 
p roceed ing s  t h a t  a r e  most an a log ou s  to  th e  cases  t h a t  would be gene ra ted  
unde r t h i s  b i l l ;  a c u r r e n t  t a x  p ro c e e d in g  and the Amerada Hess r o y a l t y  
case  which i n v o lv e s  many o f  .the same i s s u e s  p re sen ted  i n  the  m a jo r  ta x  
c a se s .

Amerada Hess

6 / 3 0 / 8 4
6 /3 0 / 8 5
6 /3 0 /8 6
6 / 3 0 /8 7
6 / 3 0 / 8 8  ( E s t . )

T o t a l  Expended Annual Expended

1 , 7 2 2 , 3 4 0 . 5 1  1 , 7 2 2 , 3 4 0 . 5 1 '
3 , 5 9 8 , 6 6 6 . 5 0  1 , 8 7 6 , 3 7 5 . 9 1
6 , 9 0 9 , 8 3 2 . 8 2  3 , 4 0 1 , 1 6 6 . 3 2

1 1 , 4 7 8 , 2 9 6 . 4 4  4 , 4 7 8 , 4 6 3 . 5 7
5 , 6 2 0 , 0 0 0 . 0 0

T o t a l  1 7 , 0 9 8 , 3 4 6 . 4 1
Avg A l l  3 , 4 1 9 , 6 6 9 . 2 8

Avg l a s t  3 y r s  4 , 4 9 9 , 8 7 6 . 6 6

P r o d u c t io n ,  O i l  Income Tax

T o t a l  Expended

6 /3 0 /8 4
6 / 3 0 / 8 5
6 /3 0 /8 6
6 /3 0 /8 7
6 / 3 0 /8 8 ( E s t . )

1 9 1 , 0 4 1 .7 5
6 9 5 , 3 5 6 . 7 1

1 , 5 6 8 , 2 5 4 . 6 3
2 , 9 2 2 , 6 1 8 . 5 2

T o t a l  
Avg A l l  

Avg l a s t  3 y r s

Annual Expended

1 9 1 ,0 4 1 .7 5
5 0 4 , 3 1 4 .9 6
8 7 2 , 8 9 7 . 9 2

1 , 3 5 4 , 3 6 3 . 9 2
3 , 9 7 5 , 0 0 0 . 0 0

6 , 8 4 7 , 6 1 8 . 5 5
1 , 3 6 9 , 5 2 3 . 7 1
2 , 0 5 0 , 7 5 3 . 9 5

page. of



C O N T I N U A T I O N  o f  F I S C A L  N Q T E .  A N A L Y S I S

F o r  Bill/Resolution N o .  CSSB 4̂ )1 (Jud.)

' i •

The b i l l  c ou ld  e f f e c t i v e l y  r e q u i r e  the  Department Law t o  l i t i ­
g a te  s im u l ta n e o u s ly  s e v e r a l  t r i a l  l e v e l  c a s e s ,  w h i le  app ea ls  a r e  b e in g  
argued i n  the A la sk a  Supreme C o u r t .  Look ing  a t  ou r  e xp e r ie n ce  in  the  
ta x  cases  and i n  Amerada Hess we re g a rd  th e  c u r r e n t  e xp end itu re  l e v e l  o f  
$4 m i l l i o n  a n n u a l ly  as o u r  base  f o r  revenue ta x  c a s e s .  The re  a re .  
s e v e r a l  o t h e r  cases t h a t  j u s t i f y  an e f f o r t  p a r a l l e l i n g  th e  c u r r e n t  t a x  
case because o f  the amount a t  s t a k e .  There  w i l l  a l s o  be numerous cases  
t h a t  each in v o lv e  ten s  o f  m i l l i o n s  o f  d o l l a r s .  I n  FY 89 we have 
r e q u e s te d  $1 m i l l i o n  above ou r  b a se .  T h is  amount r e f l e c t s  o u r  b e l i e f  
t h a t  case s  under t h i s  b i l l  w i l l  n o t  be ready  f o r  Department o f  Law 
p r o s e c u t i o n  u n t i l  m id - y e a r .  F o r  FY 90 and FY 91 we b e l i e v e  t h a t  i n  
o r d e r  t o  e f f e c t i v e l y  p ro s e c u te  an a d d i t i o n a l  f o u r  t o  s i x  cases p e r  y e a r  
a t  th e  t r i a l  c o u r t  l e v e l  we would r e q u i r e  an a d d i t i o n a l  $4 m i l l i o n .  
A f t e r  t h a t  p e r io d  th e  amount r e q u i r e d  shou ld  be reduced s u b s t a n t i a l l y  
because o f  c o u r t  p re c ed en t  e s t a b l i s h e d  th rough the  e a r l i e r  c a s e s ,  
e l im in a t i o n  o f  b a c k lo g ,  and new case s  w ith  s u b s t a n t i a l l y  l e s s  a t  s t a k e .  
A c c o rd in g ly ,  we b e l i e v e  t h a t  i n  FY 92 and 93 ou r t r i a l  l e v e l  

• e x p e n d i tu re s  c ou ld  be reduced t o  $2 m i l l i o n  above base f o r  each y e a r  and" 
i n  FY 94 t o  o u r  b a se . A d d i t i o n a l l y ,  we have reques ted  $ 3 7 2 ,5 0 0  i n  FY 89 
f o r  th e  f i v e  new s t a f f  p o s i t i o n s  d e s c r ib e d  above . The impact o f  S e c t io n  
•1 and S e c t io n  7 w i l l  be f e l t  on ou r  s t a f f  as soon as the b i l l  goes i n t o  
e f f e c t . .  Two o f  the  f i v e  p o s i t i o n s  w i l l  be d e le t e d  i n  FY 92 when work 
from  the t r a n s i t i o n a l  p e r i o d  sh ou ld  be com p le ted . We n o te  t h a t  
e x t e n s iv e  l i t i g a t i o n  w i l l  be ongo ing  even a f t e r  t h a t  f i s c a l  y e a r  as 
a u d i t s  and ta x  laws f o r  th e  y e a r s  a f t e r  1981 a re  c h a l le n g e d .

Appea ls  t o  the Supreme Cou rt  would occu r under e i t h e r  th e  
c u r r e n t  o r  p roposed  fram ework . A c c o rd in g ly  we have no t in c lu d e d  c o s t s  
f o r  a p p e a l .



i
CSSB 401 F i s c a l  A n a ly s is  

Department o f  Law S t a f f  C os ts

C O N T I N U A T I O N  o f  F I S C A L  N O T E .  A N A L Y S I S

F o r  Bill/Resolution N n - QSSB 4j)l (Jud.)

S e c t io n  7 C o s ts  S e c t io n  12 C os ts

A t t y  I I I
P a r a le g a l  
A s s t .  I I A t ty  IV A t ty  I I I Leg Sec I TOTAL

P e r .  S vc s . 6 3 . 7 4 3 . 3 7 2 . 0 6 3 .7 3 1 .5 2 7 4 .2
T r a v e l 2 . 4 2 . 4 2 . 4 2 . 4 - 0- 9 . 6
C o n t r a c tu a l 6. 6 6 . 6 6.6 6.6 5 . 4 3 1 . 8
S u p p l ie s 4 . 5 4 . 5 4 . 5 4 . 5 3 . 3 2 1 . 3
Equipment 6. 8 6 . 8 6 . 8 6.8 8 . 4 3 5 .6

T o t a l 8 4 . 0 6 3 . 6 9 2 . 3 8 4 .0 4 8 .6 ' 3 7 2 .5

P o s i t i o n  and a s s o c ia t e d  c o s t s  beyond FY 89 in c lu d e  a 3% annua l i n f l a t i o n  
f a c t o r ,  l e s s  one - t im e  i t em s .  The two a t t o rn e y s  r e q u i r e d  f o r  S e c t io n  7 
t r a n s i t i o n a l  l i g i t a t l o n  a re  d e le t e d  a f t e r  FY 91 . The c o s t s  f o r  th e se  
new p o s i t i o n s  w i l l  o ccu r  i n  the  O i l  & Gas BRU as in te ra g en c y  funded . 
However, g e n e r a l  funds  must a l s o  be in c lu d ed  i n  the  annua l s e p a ra t e  
a p p r o p r i a t i o n  f o r  o i l  and gas s p e c i a l  l i t i g a t i o n  t o  o f f s e t  th e se  c o s t s .

page  of



Position Title A tto rn ey  I I I No. o f Positions
1

Range/Step 22A Barg. Unit p x
l ime Status S ta ff Months Location Election District

P F T 12 Anchorage 8
•i

 ̂ -
fliaf SflAalanM

Type o f Expenditure Amount
1 2 3

Salarv •49 .140
Benefits 14 .5 9 7 ;v5£;< <
Premium Pay
Other

Tota l Personal Services 6 3 .7 3 8
Travel 2 .4 0 0
Contractual 6 ,6 0 0
Commodities 4 . 5 0 0
Equipment 6 ,8 0 0
Utlicr

T ota l Cost 8 4 ,0 3 8
■■ ' .

Funding Source fo r Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004
GF Program Receipts 1005
Other / In t e r a g e n c y  R ece ip ts 1007 8 4 .0 3 8

Justification
Th is  p o s i t i o n  i s  r e q u i r e d  to  re v iew  l e g i s l a t i v e  
r e p o r t s  o f  c r i t i c a l  t a x  i n f o rm a t i o n  t o  in s u r e  
c o n f i d e n t i a l i t y ,  i f  th e  p r o v i s i o n s  o f  S e c t io n  7 o f  
CSSB 401 become law . There  a r e  l i t e r a l l y  thou ­
sands o f  documents t h a t  a r e  s u b je c t  t o  i n s p e c t i o n  
and e xam ina t ion  du r in g  a l e g i s l a t i v e  o v e r s ig h t  
rev iew  o f  th e  t a x  assessm en ts  and taxp aye r  r e c o rd s  
o f  o i l  and gas p ro d u c t io n  and income t a x e s .  A 
re v iew  o f  any o v e r s ig h t  r e p o r t s  is su ed  by the  
l e g i s l a t u r e  must be conducted c a r e f u l l y  t o  i n s u r e  
t a x p ay e r  c o n f i d e n t i a l i t y  as r e q u i r e d  by t h i s  
s e c t i o n ,  a s  w e l l  as th e  U .S .  Tax Code. Substan ­
t i a l  c o o r d in a t i o n  between the Departments o f  Law 
and Revenue, and the  l e g i s l a t i v e  o v e r s ig h t  commit- 

■ te e  w i l l  be r e q u i r e d .  A l l o c a t i o n  o f  the p o s i t i o n  
one g rade low e r  than the  f u l l  j o u rn e y  l e v e l  o f  
A t to rn e y  IV  i s  a p p ro p r i a t e  f o r  t h i s  work because 
i t  m a in ly  add re s se s  p r o c e d u r a l  i s s u e s  r a t h e r  than  
s u b s ta n t iv e  l e g a l  i s s u e s .

R e q u e s t  F o r

N e w  P o s i t i o n

Agency Department o f  Law____________
BRU O i l  & Gas S p e c i a l  P r o j e c t s

Component O p e ra t io n s_____________________
Page 1 o f 5 i
Revised Dale
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Position Title
Paralegal Assistant II

No. of Positions
1

Range/Step
16A »«g. «  GGU

Time Status

PFT

Staff Months

12

Location

Anchorage

Election District

8

..... -.......... -..-......
Justification

Type o f Expenditure Amount
1 2 3

Salarv 3 2 , 4 2 4 "
Benefits 1 0 , 9 0 1 .'■■/yyy. >> •&sk\/'W'y‘A
Premium Pay
Other

Tota l Personal Services 4 3 , 3 2 5
Travel 2 . 4 0 0
Contractual 6 , 6 0 0
Commodities 4 , 5 0 0
Equipment 6 , 8 0 0
Other

Tota l Com f 6 3 , 6 2 5

Funding Source fo r Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004 6 3 , 6 2 5
GF Program Receipts 1005
Other

Th is  p o s i t i o n  i s  needed t o  m on i to r  and c o n t r o l  t a x  
documents t r a n s f e r r e d  to  the l e g i s l a t u r e ,  i f  th e  
p r o v i s i o n s  o f  S e c t io n  7 o f  CSSB 401 become law . 
The re  a re  l i t e r a l l y  thousands o f  documents t h a t  
a re  s u b je c t  t o  in s p e c t io n  and exam ina t io n  du r in g  
a l e g i s l a t i v e  o v e r s ig h t  rev iew  o f  t a x  assessments 
and ta x p a y e r  r e c o rd s  o f  o i l  and gas p ro d u c t io n  and 
income t a x e s .  C a r e f u l  re v iew  and s c r u t i n y  o f  any 
r e p o r t s  is su ed  t o  in s u r e  t a x p a y e r  c o n f i d e n t i a l i t y  
a re  e s s e n t i a l  under the  p roposed  s t a t u t e  as w e l l  
as th e  U .S .  Tax Code. T h is  P a r a le g a l  A s s i s t a n t  I I  
p o s i t i o n  i s  i d e a l l y  s u i t e d  to  a s s i s t  the a t t o r n e y  
r e s p o n s ib le  f o r  rev iew  o f  r e p o r t s  i n  m on i to r in g  
and c o n t r o l l i n g  t a x  r e p o r t  documents.

R e q u e s t  F o r

N e w  P o s i t i o n

Agency Department of Law

BRU Oil & Gas.Special Projects

Component Operations_______________

Page 2  o f  5 
Revised Dale

F Y  8 9



Position Title
Attorney XV

No. of Positions Range/Step
24A

Darg. Unit
P X

Time Status

P F T

S ta ff Months
12
::.>!%•: C::;

■•Sf'vx
Funding Source fo r Total Cost

Federal Receipts 1002
G. F. Match 1003

General Fund 1004

G F  Program Receipts 1005

Other / I n t e r a g e n c y  R e c e i p t s  1007 9 2 ,2 5 7

Location
Anchorage

Election District

Type o f Expenditure Amount
1 2 3

Salarv ’5 6 , 2 4 4
Benefits 1 5 . 7 1 3
Premium Pay
Other

Tota l Personal Services 7 1 , 9 5 7
Travel 2 , 4 0 0
Contractual 6 , 6 0 0
Commodities 4 . 5 0 0
Equipment 6 , 8 0 0
Utlicr

Tota l Cost 9 2 , 2 5 7

Justification

Th is  i s  one o f  t h r e e  p o s i t i o n s  t h a t  w i l l  be needed 
to  h an d le  l i t i g a t i o n  t h a t  i s  expected  t o  a r i s e  
f rom  the  t r a n s i t i o n a l  p r o v i s i o n s  o f  CSSB 4 0 1 ,  i f  
S e c t io n  12 i s  adopted and becomes law . T h is  
s e c t i o n  r a i s e s  s e r i o u s  s t a t u t e  o f  l im i t a t i o n  
p rob lems as w e l l  as p r a c t i c a l  ones f o r  a l l  c u r r e n t  
o i l  and gas c a s e s .  L i t i g a t i o n  o v e r  t h i s  s e c t i o n  
w i l l  be p a r t i c u l a r l y  in t e n s e  because i t s  e f f e c t  
c ou ld  be t o  e n t i r e l y  e l im in a t e  o r  s u b s t a n t i a l l y  
reduce e v e ry  t a x p a y e r ' s  u l t im a t e  t a x  e x p o su re .  
The t o t a l  a t  s ta k e  i n  the o i l  and gas income and 
p r o d u c t io n  t a x  cases t h a t  a re  i n  some s t a t e  o f  
a d m in i s t r a t i v e  a p p e a l ,  and which would be s u b je c t  
t o  th e  b i l l ' s  t r a n s i t i o n a l  p r o v i s i o n s ,  exceed $ 2 .5  

• b i l l i o n .  A l l o c a t i o n  t o  th e  A t to rn e y  IV l e v e l  i s  
recommended because o f  the s u b s t a n t iv e  l e g a l  
i s s u e s  in v o lv e d  i n  t h i s  a spec t  o f  the  b i l l .

R e q u e s t  F o r

N e w  P o s i t i o n

Agency D e p a r t m e n t  of  L a w ______________

B R U  O i l  & G a s  S p e c i a l  P r o j e c t s

Component O p e r a t i o n s _______________________



Position Title 
Time Status

A t t o r n ey I I I
S ta ff Months

No. of Positions Range/Step
22A

Oarg. Unit
PX

in.

Location

12. Anchorage
Election District

Type o f Expenditure
1

-SalapL
Benefits
Premium Pay
Other

49,140
14,597

Tota l Personal Services IT
Travel
Contractual
Commodities
Equipment
Other

Tota l Cost
•••• T®.

Amount

mm

84,

Funding Source fo r Total Cost
Federal Receipts 1002
G. F. Match • 1003
General Fund 1004
GF Program Receipts 1005
Other / In te ragency  R eceip ts 1007

mm
63,738
2,400
6,600
4,500
6,800

038

IT-*•

Justification

Th is  i s  th e  second o f  t h r e e  p o s i t i o n s  th a t  w i l l  be 
needed t o  h and le  l i t i g a t i o n  t h a t  i s  expected to  
a r i s e  f rom  th e  t r a n s i t i o n a l  p r o v i s i o n s  o f  CSSB 
4 0 1 ,  i f  S e c t i o n  12 i s  adopted  and becomes law . 
Th is  s e c t i o n  r a i s e s  s e r i o u s  s t a t u t e  o f  l i m i t a t i o n  
p rob lem s a s  w e l l  as p r a c t i c a l  ones f o r  a l l  c u r r e n t  
o i l  and gas c a s e s .  L i t i g a t i o n  o ve r  t h i s  s e c t i o n  
w i l l  be p a r t i c u l a r l y  in te n s e  because i t s  e f f e c t  
cou ld  be t o  e n t i r e l y  e l im in a t e  o r  s u b s t a n t i a l l y  
reduce  e v e ry  t a x p a y e r ' s  u l t im a t e  t a x  e xp o su re . 
The t o t a l  a t  s ta k e  i n  the  o i l  and gas income and 
p ro d u c t io n  t a x  cases t h a t  a re  i n  some s t a t e  o f  
a d m in i s t r a t i v e  a p p e a l ,  and which would be s u b je c t  
to  th e  b i l l ' s  t r a n s i t i o n a l  p r o v i s i o n s ,  exceed $2 . 5  
b i l l i o n .  Th is  p o s i t i o n  w i l l  a s s i s t  th e  A t t o rn e y  
IV  r e s p o n s ib le  f o r  s t a t u t e  o f  l im i t a t i o n  p rob lem s 
in  the  conduct o f  e x t e n s iv e  and complex l i t i g a t i o n  
r a i s e d  by the  b i l l ' s  t r a n s i t i o n a l  p r o v i s i o n s .

R e q u e s t  F o r

N e w  P o s i t i o n

Agency Department o f  Law____________
BRU O i l  & G a s .S p e c ia l  P r o j e c t s

Component O pe ra t io n s _____________________



Type o f Expenditure Amount
1 2 3

Salarv '22 .716 •1 i£i * >">•* vV':v ' y ' : : '• • •.•S.-V-.-.-i:•: x f / i :• "• • •' ‘-v
'• r. • •: ;

: " '

Benefits 8 .7 4 9
Premium Pay
Oilier

Total Personal Services . - 3 1 ,4 6 5
Travel - 0-
Contractual 5 ,4 0 0
Commodities 3 ,3 0 0
Equipment 8 ,4 0 0
Oilier

Total Cost 4 8 ,5 6 5

Funding Source fo r Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004
GF Program Receipts 1005
Oilier / In t e r a g e n c y  R e c e ip t s  1007 4 8 ,5 6 5

Th is  i s  th e  t h i r d  o f  t h re e  p o s i t i o n s  t h a t  w i l l  be 
needed t o  h and le  l i t i g a t i o n  t h a t  i s  expected t o  
a r i s e  f rom  the  t r a n s i t i o n a l  p r o v i s i o n s  o f  CSSB 
4 0 1 ,  i f  S e c t io n  12 i s  adopted and becomes law . 
The p o s i t i o n  w i l l  p r o v id e  law o f f i c e  suppo r t  f o r  
the two a t t o r n e y s  r e q u i r e d  by S e c t io n  12 , and th e  
p o s i t i o n  w i l l  a l s o  p r o v id e  o f f i c e  suppo r t  f o r  the  
a t t o rn e y  and th e  p a r a l e g a l  r e q u i r e d  by th e  two- 
s tep  a p p ea ls  p r o v i s i o n s  o f  S e c t io n  7 . Consequent­
l y ,  the p o s i t i o n  w i l l  p r o v id e  f u l l - s p e c t r u m  law  
o f f i c e  c l e r i c a l  s e r v i c e s ,  and a l l o c a t i o n  t o  L e g a l 
S e c r e t a r y  I  i s  t h e r e f o r e  recommended.

Department o f  Law

•

F Y  8 9
O i l  & Gas S p e c ia l  P r o l e c t s Page 5 of 5 •
O pe ra t io n s Revised Date •

R e q u e s t  F o r

N e w  P o s i t i o n

Agency 

• URU 
Component



STATE OF ALASKA
1S88 LEGISLATIVE SESSION

BILL VERSION: CS SB 401 (Finance)
PUBLISH DATE: ~ 04/21/88_________

FISCAL NOTE

REQUEST:

Revision Date: X Agency Affected: Revenue
Title: "An Act relating to disclosure BRU: Oil and Gas Audit Division
to the legislature of tax returns....
Sponsor: Senator Faiks\ Components:
Requestor: Senate Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 6b I FY 85 | FY SO | FY SI | FV 52 | FY S3

TGPERAT1NG
PERSONAL SERVICES 1 1424.51 2892.51 4il7.S| 4317.91 4317.9

1 TRAVEL |\ - 1 180.81 367.11 548.0! 548.01 548.0
CONTRACTUAL | 1 531.01 255.01 255.01 105.01 105.C

. SUPPLIES 1 \ 1 26.01 26.01 26.01 26.01 26.0
EQUIPMENT j - \ 1 84.51 171.51 | - 1 -

LANDS & STRUCTURES | - \ 1 - 1 - 1 - | - 1 -

GRANTS, CLAIMS j - 1 1 1 -

MISCELLANEOUS j - i\ - 1 - 1 - | - 1 -
TOTAL OPERATING j — 1 ^247.2| 3716.51 5150.51 5000.51 5000.!

"CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
\GENERAL FUND 
I FEDERAL FUNDS 
I OTHER 
I TOTAL

5GCG.5

POSITIONS: 
FULL-TIME 

I PART-TIKE 
I TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

William Floerchinger, DirectorPrepared By: 
Division: Oil and Gas Audit Division

Approved by Commissioner: Hugh Malo
Agency: Department of Revenue

Distribution (by preparer): • , / / /
Legislative Finance ^ r / J £ y x X
Legislative Sponsor
Requestor
Office of Management ana Buaget

Impacted Agency(ies) page 1 of__2



Prepared by: William Floerchinger 
011 and Gas Audit Division 
April 21. 1988

CS SB 401 ANALYSIS (FINANCE)

PERSONAL SERVICES (1) No Cost Total

Revenue Auditor Supervisor I 
Revenue Auditor V 
Revenue Auditor IV 
Revenue Auditor III 
Clerk Typist III 
TOTAL

7
7
21
39
7
81

$66.0 
$65.1 
$57.8 
$51.0 
$28.2 
TOTAL:

$ 462.0 
$ 455.7 
$1213.8 
$1989.0 
$ 197.4 
$4317.9

TRAVEL

Information Requests 
Closing Conferences 
Policy Review 
Court Travel

TOTAL:

$ 407.0 
$ 48.0 
$ 35.0 
$ 58.0 
$ 548.0

CONTRACTUAL

Telephone 
Printing 
Furniture (2)
Space (3)
Computer Maintenance

TOTAL:

$ 32.0 
$ 26.0 
$ 448.0 
$ 272.0 
$ 51.0 
$ 829.0

SUPPLIES

Office Supplies TOTAL: $ 26.0

EQUIPMENT

Computers (4) TOTAL: $ 256.0

(1) Should this bill pass the large Increase 1n number of additional 
staff would cause training and Implementation problems requiring a phase 1n 
over three years.

(2) The furniture would be purchased as needed over three year period.

(3) The space costs would be picked up 1n the revenue budget the first 
year. After that the Department of Adm1n1nstrat1on would near the cost.

(4) The computers would be phased 1n along with the additional staff.



STATE GF ALASKA 
19S& LEGISLATIVE SESSION

BILL VERSION: CS SB 401 (Finance) 
PUBLISH DATE: 04/21/66

FISCAL NOTE
REQUEST:

Revision Date: Aqency Affected: Revenue
Title: "An Act relating to appeals of BRU: Commissioner's Office
information requests...state tax laws
Sponsor: Senator Faiks Components:
Requestor: Senate Finance

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 1 FY BB 1 FY 69 1 FY 90 1 FY SI I FY 52 | FY 53
I OPERATING | 1 1 1 1 "T
I PERSONAL SERVICES ] -

r . _ .
1 - 1 437.01 6/4.01 674.0

1 TRAVEL | - 1 - 1 - 1 65.51 131.01 131.0
I CONTRACTUAL | - 1 - 1 - 1 28.81 57.61 57.6
I SUPPLIES I - 1 - 1 - 1 5.0| 10.01 10.0
I EQUIPMENT I - 1 - 1 - 1 30.31 - 1 -

I LANDS & STRUCTURES i - 1 - 1 - 1 - 1 i -

I GRANTS, CLAIMS ! - 1 - 1 - 1 - 1 1 -

I MISCELLANEOUS | - I - 1 1 - 1 1 ■M

I TOTAL OPERATlNb | - 1 - 1 - 1 566.61 1,072.61 1,072.6

| CAPITAL | 1 - 1 1 - 1 1 —

I REVENUE | - 1 - 1 - 1 1 1 -

FUNDING: (Thousands of Dollars)
| GENERAL FUND j - I - 1 - 1 566.61 1,072,61 1,072.6
I FEDERAL FUNDS I - 1 - 1 - 1 - 1 1 _

| OTHF* | 
I TOTAL |

1 -
1

1
1

** 1 - 1 
1 1

1
1

POSITIONS:
1 FULL-TIME | - I - 1 - 1 6 | 11 1 11
1 PART-TIME 1 - 1 - 1 - 1 - 1 I
1 TEMPORARY | - 1 - 1 - 1 - 1 - 1 -

ANALYSIS: (Attach a separate page if necessary)

Prepared By: Deborah Vogt, Senior Hearing Officer ^  Phone: (907) 465-23C0
Division: Commissioner's Office , / / y  Date: Apri 1 21, 1588

Approved by Commissioner: Hugh Mai on Date: April 21, ISfcS
Agency: Department of Revenue

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of (management and Budget
Impacted Agency(ies) page 1 of 2



SB 401 Analysis 

Hearing Officer Section

Personal Services

Revenue Hearing Officer (Anch) 86.9
Revenue Hearing Officer (Anch) 86.9
Revenue Hearing Officer (Anch) 86.9
Revenue Hearing Officer (Juneau) 86.9

Clerk IV (Juneau) 34.9
Accounting Clerk III (Juneau) 34.9
Law Clerk (Juneau) 80.0
Law Clerk (Anch) 84.9
Law Clerk (Anch) 84.9
Law Clerk (Anch) 84.9
Accounting Clerk III (Anch) 34.9
Clerk Typist III (Juneau) 29.0
Clerk Typist III (Anch) 29.0
Clerk Typist III (Anch) 29.0

Travel

Income & Excise Hearings $36.0
011 & Gas Hearings 55.0
Court/Income & Excise 10.0
Court/011 & Gas 30.0

Contractual

Research $18.0
Space Costs 35.6
Telephone 10.0
Printing 5.0
Maintenance 7.0

Supplies

Equipment

Office Cha1rs/Equ1pment $22.0
Computer Terminals/Printers 38.5

Total $874.0

Total $131.0

Total $75.6 

Total $10.0

Total $60.5



S T A T E  OF A L A S K A
1 9 8 8  L E G I S L A T I V E  S E S S I O N

BILL V E RS I O N :  CS SB 401 (Finance!

PUBLISh DATE: 04 / 2 1 / 8 8 ______________

FISCAL NOTE

REQUEST:

R e v i s i o n  Date:.

Title: "An A c t  r e lX t l n g  to d i s c l o s u r e

to the l e g i s l a t u r e  V  tax r e t u r n s ----

Sponsor: S e n a t o r  FaTks

R e questor: S e n a t e  Fi n a n c e

E X P E N D I T U R E S / R E V E N U E S :  ( t housands of Dollars)

A g e n c y  A f f e c t e d :  Revenue__________________

BRU: In c o m e and Excise A u d i t  D i v i s i o n

Components:.

1 FY 88 1 FY 89 1 FY 90 1 FY 91 1 FY 92 1 FY 93

O P E R A T I N G  >. 1 1 1 1 1 1
P E R S O N A L  S E R V I C E S \  | I 259.9 1 2 59.9 | 259.9 I 259.9 1 2 59.9

T R A V E L \ l  - 1 177.4 1 1 7 7 . 4 | 177.4 | 177.4 1 1 77.4

C O N T R A C T U A L \  - 1 24.7 1 4.1 1 4.1 ! 4.1 1

1

4.1

S U P P L I E S
i \ -  I 5 *9 1 5.9 | 5.9 | 5.9 5.9

E Q U I P M E N T 1 \  1 23.5 1 - 1 - 1 - 1 -

LANDS & S T R U C T U R E S I \  1 - 1 - 1 - I - 1 —

GRANTS, C L A I M S 1 - \  1 1 - 1 - 1 - I

1

—

M I S C E L L A N E O U S 1 - \ l  - 1 - 1 - 1 - —

T O T A L  O P E R A T I N G | ~  \  491.4 1 4 47.3 | 4 4 7 . 3 I 44 7 . 3 1 4 4 7 . 3

C A P I T A L

R E V E N U E

FUNDING: ( T h o u s a n d s  of Dollars)

| G E N E R A L  FUND | - 1 4 9 1 . 4 INS447.3 1 4 4 7 . 3 | 4 4 7 . 3 1 4 4 7 . 3
| FEDE R A L  F U N D S | - 1 - 1 \  - 1 - 1 - 1 —

| OTHER | 1 - 1 1 - 1 - 1 -

1 T OT A L 1 1 4 9 1 . 4 1 44 /S 3 I 4 4 7 . 3 | 4 4 7 . 3 1 4 4 7 . 3

POSITIONS:

| FUL L- T I M E J - 1 5.0 1 5.0 5.0 | 5.0 1 5.0

| PART-TIME I 1 - 1 - 1 \  - 1 - 1 —

1 T E M P O R A R Y [ 1 - 1 - 1 1 - 1 -

( A t t a ch  a separateA N A L Y S I S

See A t t a c h e d

Prepared By: S t e v e n  E. Kettel. D l r e t o r

D ivision: I nc o m e  and Excise A u d i t  D i v i s i o n

page 1f n e c e s s a r y )  , / /  /

>ne: (9071 4 6 5 - 2 3 2 0

Date: April 21 1988

Ap p r o v e d  by C o m m i s s i o n e r :

Agency: D e p a r t m e n t  of Revenue

D i s t r i b u t i o n  (by p reparer): 

L e g i s l a t i v e  F i n an c e  

L e g i s l a t i v e  S p o n s o r  

R eq u e s t o r 

Of f i c e  of 

Impacted Agency(

Date: April 21. 1 9 8 8

M a n a g e m e n t  and Bu d ge t  r/.

g e n c y (1 es) vL  r , -‘.-A?>!Q£ page 1 of 2



Prepared By: Steven E. Kettel 
Income and Excise Audit Division 

April 21, 1988

SB 401 ANALYSIS

Appeals Section Field Audit

PERSONAL SERVICES

Revenue Auditor V $65.1
Revenue Auditor IV $57.8
Revenue Auditor III $51.0
Clerk Typist III $28.2 Revenue Auditor V $57.8

TOTAL: $202.1 TOTAL: $57.8 TOTAL: $259.9

TRAVEL

Information Requests $84.8
Closing Conferences $33.6
Policy Review $25.2

Court Travel $ 7.0 Field Audit Travel $26.8

TOTAL: $150.6 TOTAL: $26.8 TOTAL: 1177.4

CONTRACTUAL

Telephone $1.8
Printing $1.4
Office Chairs $4.9
Modular Offices $8.8
5 Drawer Legal Files $2.9 Telephone $.9
Wang Printer Maintenance $.5 Wang PC $3.5

TOTAL: $20.3 TOTAL: $4.4 TOTAL: $24.7

SUPPLIES

Office Supplies $4.9 Office Supplies $1.0 TOTAL: $ 5.9

EQUIPMENT

Wang Printer $7.0
Wang Computers $16.5

TOTAL: $23.5 TOTAL: $ 23.5

Should this bill be amended to provide for mandatory extensions to the statute of 
limitation when the taxpayer is appealing a records request or policy decision, the size of 
this fiscal note would be reduced.



y
The n e w  SB 401 pr e sents an Irony. Half the bill 1s an adm i s si o n  that

• '$$
the leg i s l a t u r e does not have th e  necessary I n f o rm a t i o n  to r e v i e w  and

$}
oversee the a d m i n i s t r a t i o n  and operation of t h e s e  critical taxes, and the

W
other half w o u l d  d r a s t i c a l l y  revise the tax a s s e s s m e n t  process for oil 

and gas taxes. i v

?r '!• 
nU i

In v ie w  of the fact that t h e legislature has not reviewed tn1s

T  1 ( s s s t j y f  /
Information, t h e  findings that the d epartment 1 s > 6 x c e s s 1 v e l y  d e l aying A

taxes appeals, or that t h e  d ep a r t m e n t  hearing p r o c e d ur e s  are  unfair, are

m e r e ly  unf o u n d ed  assertions.

SB 401 1s not d e s i gn e d  to coll e c t  taxes. It 1s d e s ig n e d  to cripple 

the state's a b i l i t y  to coll e ct  the revenues that the le g i s l a t u re  

Intended. At best, 1t 1s founded 1n Ignorance.

The d e p a r t m e n t  opposes SB 401. It 1s u n f o r t u n a t e  1f th e  Senate does 

not act s e p a r a t e l y on the d i s c l o s u r e  provisions w h i c h  are con t ai n e d  1n HB 

58. But the c o m b i n ed  bill does not help, 1t hurts. It does not hurt the 

D e partment of Revenue. It hurts the people of Alaska.



^ r - s t n f t r i  F \ndJuxs = v m m ^ n ^ & B S i^ -

y&
T h e  n e w  d raft combines the substance,of HB 58 p r o v i d i n g  rules for

d i s c l o s u r e  of tax Inform a t i o n  to th e  legislature w i t h  th e  p r ovisions of

SB 401, that puts the s u p e ri o r  court In the business of a d m i n i s t e r i n g  the

M
oil and gas ta x  laws.

A
SB 401 does this by subs t i t u t i n g a de novo court trial 1n place of a

i
a d m i n i s t r a t i v e  hearing by the department. To require tha t  ju d g e s  (or 

jurorsl subs t i t ut e  t h e i r  j u d g m en t  for that of tax experts 1n the 

d e p a r t m e n t w o u l d  m ean there ar e  as many revenue c om m i s s i o n er s  as their
■s$

are judges (or juries) a ss igned to the cases. This will g r e at l y  w ea k e n

our revenue program. ■;*
• .u n■i/,•V

One spurious a r g ument m a d e  for the bill 1s that the d e p a r t m e n t  Is

"Judge, jury, and e x e cutioner" and cannot m ake a fair d e t e rmination.
.

This v i e w  1s contrary to the actual development of a d m i n i s t r a t i v e  law 

decisions 1n this state and this country, w h i c h  has provided a 

reasonable, fair, and eff i c i en t  a lternative to having e very d i s a g r e e m e n t  

taken to court.

A d m i n i s t r a t i v e  hearings ar e  required to be conducted by the rules of 

evidence and due process. Our present law provides for Judicial rev i e w  

1f a person does not a gree wi t h  the departmental decision. That 

guarantees fairness.



' . J f  •
The same fatal problems still exist with the a u d i t and appeal 

procedures as 1n earlier drafts of SB 401.

1. There are still no provi s i o n s  linking the tim e  frames for the

o f

'a
0

1

2.

procedures adopted under SB 401 with the running of t h e  statuteYi'/g•t\r
of limitations. These provisions are stacked a g a i n s t  the State,

'■fit’•.V
and revenue losses will be the result.

j u - y l
y oysxs'* / ' V /)

J h e .

J o / J ~

/ A
In centive to present all the I nf o r m a t i o n and

arguments n e cessary to complete a d e t e r m i n a ti o n  of tax

liability. Instead, the Incentive 1s to p lay " keep-away" and
£ ;

wai t until court to address the I s s u e s r 

Co/vt't, a * *

3. Retention of the trial de novo provisions vi r t u a l l y  ensures that

p r o v  i < 5 ^

fOo t^QcO

i t o t o
24  \p / d f^ 'ay

■piy c&o ^

current system.

the case resolution process w1ll_. t a k e - l o n g e r - t h a n  -under~the-

r s & f * 4  / /
y / s  /  / \ M s O

The section of the bill t aken fro m  HB 58 would set out t h e T u l e s  

under w hich the le g i sl a t u r e  w o u ld  oversee the a d m i n i s t r a t i v e  of "critical 

taxes" (oil and gas taxes only). I note these provisions have become 

very c u m b e r s o m e 1n the Senate com m i t t e e substitutes for th e  bill.

W h i l e  the d e p a r tm e n t  supports the concept of l e g i s la t i v e  o v e r s i g h t ^  

the proposed over s i g h t  rules a r e  n o w  combined w i t h  t h e  p r o vi s i o n s  of 

SB 401, which are not supported.

6 ' o



• ’ H* ? ' ® ■ '

The main d i s c l o s u r e p r ovisions are:

y5

1. How  the t r a n s f e r  to the Legislature of confidential tax

I n f o rmation on "critical taxes" (oil and gas tax type) will be
■h

handled. The t r a n s f e r  can be Initiated by a le g i s lative

$
committee, the C o m m i s s i o n e r  or the taxpayer(s).

1 2 . A m e n d m e n t s  to the l e g i s l a t i v e  ethics code and to t i t l e  AS 43

w e r e  m a d e  to Insure a g a i n s t  Inappropriate d i sc l o s u r e  and the
. i'ti

h a n d l i n g  of v i olations - penalties have a l s o  been Included.

* f
-

3. A taxpayer, w h o s e  tax Information 1s under re v i e w by the

l egislature, will h ave a right to be present at such a meeting, 

as well as the right to address the committee.

4. Th e  Depa r tm e n t  of Reve n ue  will have the r e s p o n s i b i l i t y  of 

establishing, t h r o u gh  regulations, the proce du r e s  for 

transferring, d u p l i c a t i n g  and safeke e pi n g  t hese materials.

d  P A # -  - f  ^  3 « )
As the c u rr e n t  Cham b e r  of C o m m e r c e  a d v e r t i s e m e n t  says, lets get the 

revenue flowing Into th e  S tate Treasury. This, I believe, 1s the 

o b j ective all of us share. This can be a c c o m pl i s h e d  by:

1. A b a n d o n i n g  SB 401.

~Affopt1ng HB 58 ( l e g i s l a t i ve  o v e r s i g ht  of tax matters).



3. Fullyfund1ng the requested oil and gas tax budget.

4. R e q u 1 r ^ * c r 1 t 1 c a l  t a x p ay e r s "  to pay taxes du e  a f t e r  a formal 

a d m i n i s t r a t i v e  hearing and before extended l i t i g a t i o n 1n the court 

( p r e p a y m e n t  of taxes).
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3. Fullyfundlng the requested oil and gas tax budget.

4. R e q u 1 r ^ c r 1 t 1 c a l  t axpayers" to pay taxes du e  a f t e r  a formal 

a d m i n i s t r a t i v e  hearing and before extended l i tigation 1n t h e  court 

(p r e p a y m en t  of taxes).



SENATE FINANCE COMMITTEE PRESENTATION 

Committee Substitute for Senate Bill 401

The Finance Committee Substitute for Senate Bill 401 which 

you have before you today is a very significant piece of 

legislation. The new version incorporates the 

"CONFIDENTIALITY" provisions from House Bill 58.

The result is a bill which establishes a new system for 

collecting these disputed tax assessments in a TIMELY AND 

EFFICIENT MANNER, and allows the Legislature to review the 

taxpayer returns in the future in order to oversee how this 

process is working.

The Committee has been provided with a sectional analysis 

of the C.S. In addition to the sectional analysis, there 

are two other documents which you have been provided with 

this morning relating to the bill.

CHENOWITH MEMO:



The first document is a Memorandum dated April 8, from Jack 

Chenowith, Legislative Counsel with the Division of Legal 

Services.

I requested this memo in order to answer several questions 

which arose in the Department of Revenue's testimony and 

comments on the bill. The Department has repeatedly 

complained that when they request documents from the 

taxpayers it is like "peeling an onion".

They have also stated that under the provisions of this 

bill they will be unable to make taxpayers produce all of 

the relevant evidence and supporting documentation 

necessary for the Department to do their job. Now the 

Chenowith Memo lists for you all of the tools available to 

the Department. THIS BILL DOES NOT MAKE ANY CHANGES TO 

THESE TOOLS, and page 2 of the Memo lists the penalty 

provisions for violation.

Now refer to page 3 of the Memo. The first paragraph 

states:

"NOTHING IN SB 401 MAKES IT MORE DIFFICULT FOR THE 

DEPARTMENT TO GET THE NECESSARY INFORMATION FROM THE 

TAXPAYER.



With regard to the new requirement in the bill which adds 

the requirement that the taxpayer "shall present" Mr. 

Chenowith states that:

"The requirement that the taxpayer "shall present" DOES 

PUT THE BURDEN ON THE TAXPAYER TO BRING FORWARD THE 

EVIDENCE THE TAXPAYER BELIEVES NECESSARY TO CORRECT OR 

COMPLETE THE FACTS THAT FORM THE BASIS OF THE 

DEPARTMENT'S PROPOSED ASSESSMENT."

At the bottom of page 3 the Memo concludes:

"IF THE DEPARTMENT IS CONFRONTED WITH NEW EVIDENCE THAT 

IT HAS NOT HAD AN EARLIER OPPORTUNITY TO CONSIDER, ITS 

PERSONNEL WHO EXAMINE THE TAX RETURNS AND RELATED 

DOCUMENTS HAVE NOT DONE THEIR JOBS."

CHANGES MADE TO ACCOMMODATE THE DEPARTMENT OF REVENUE:

You have also been provided with a summary of the changes 

which have been made in the new bill in response to 

concerns raised by the Department of Revenue with regard to 

earlier versions of House Bill 58 and Senate Bill 401.



All 10 of them are listed right there for you. This new 

version of the bill has incorporated every reasonable 

concern they have raised.

CONCLUSION:

Mr. Chairman, the time has come when we need to ask whether 

the Department of Revenue can really act as AUDITOR, 

PROSECUTOR, JUDGE, AND JURY with regard to these cases.

Something is wrong when 5 to 10 years go by and the 

Department of Revenue still has not concluded the audit 

process for these crucial revenue sources.

Something is wrong when a taxpayer can request a hearing cn 

its tax liability and the Department takes 2, 3, or even 4 

years AND MORE before even holding a hearing.

Something is wrong when the Department of Revenue issues 

assessments for tens, or even hundreds, of millions of 

dollars without first making sure that taxpayers in similar 

situations are treated similarly, and without first making 

sure that the assessments reflect the Department's policies 

and its own regulations.



Something is wrong when the Department of Revenue can issue 

gigantic assessments for additional tax (with penalties and 

interest) and be unable to get those assessments through 

its own administrative review and into court.

Something is wrong when matters have remained in this 

uncertain state for so long that now the interest is nearly 

as great as the underlying claim for additional tax.

Something is wrong when the stakes get so high that a 

hearing officer cannot remain truly impartial.

The bill which you have before you attacks from two 

directions the ongoing problems regarding the huge amounts 

of claimed and unresolved oil and gas taxes. It corrects 

present lack of meaningful legislative review of the most 

important taxes for this state.

First, the earlier provisions from SB 401 will take some of 

the pressure off the Department of Revenue as it makes its 

administrative rulings. And more importantly, the 

provisions from SB 401 should go a long way toward 

preventing a recurrence of the present situation where some 

$2.6 billion in tax, interest and penalties have been



Second, legislative committees will be able to review 

actual tax information and documents as part of the 

Legislature's oversight of the administration of the most 

important tax laws. This oversight will allow the 

Legislature in the future to make appropriate changes in 

the tax laws, if necessary or advisable, in order to 

prevent matters from getting out of hand again in the 

future.

& J Z J Z  o R _ :

A  p f o ^  (*-0—  UtN^(jC)----

P o l i c y

assessed without thorough review within the department.



Alaska State Legislature
SENATE 

Office o f the President
P.O. Box v 

State Capitol 
Juneau, Alaska 99811 

(907) ‘165-3755

SECTIONAL ANALYSIS 

SENATE BILL 401

Section 1: Enacts a new section, AS 43.05.055, providing
for appeals of requests by the Department of Revenue (DOR) 
for information or materials requested with respect to an 
audit, investigation or inspection relating to the four 
major state taxes imposed on the oil and gas industry.
Those taxes are the corporate income tax (AS 43.20), the 
production tax (AS 43.55), the conservation tax (AS 43.57) 
and the former separate accounting income tax (AS 43.21).

Because the DOR also conducts audits of oil and gas royalties 
and net profits for the Department of Natural Resources 
(DNR), DOR can seek and use information obtained in the 
course of a royalty or net profits audit to determine a 
person's liability under one or more of these four principal 
taxes. This section grants the right to appeal an audit 
request made in the course of a royalty or net profits 
audit under AS 38.05 in order to avoid any circumvention of 
a person's right to appeal an unreasonable audit request by 
characterizing the audit as a royalty or net profits audit 
instead of a tax audit.

Section 2: The current procedures for administrative
appeals within DOR are set out in AS 43.05.240. This 
second section of the bill amends AS 43.05.240(a). The new 
language being added at the beginning of the statute 
reflects the fact that the new procedures are being enacted 
for the four principal taxes on the oil and gas industry 
(corporate income tax, production tax, conservation tax and 
the former separate accounting income tax). The ad valorem 
property tax, AS 43.56, is not included because the special 
procedures for it, which allow the the involvement of 
affected municipalities and boroughs, have not led to the 
problems which have resulted from the administration of the 
four principal taxes.

For all other taxes, the present procedures are not being 
materially changed. Section 2 also creates a new ground 
for appeal by a person aggrieved by an action of the DOR in



denying the person's request for a tax refund. Currently 
this right exists only througn the Department's regulations 
and does not have an explicit statutory basis. Section 2 
also amends AS 43.05.240(a) to reflect the new right of 
appeal of information requests that is being enacted as AS 
43.05.055 under section 1 of this bill.

Section 3:- This section makes the same changes to AS 
43.05.240(b) as Section 2 makes to subsection (a) of that 
statute.

Section 4: This section amends AS 43.05.240(c) to reflect
the fact that a formal hearing before the DOR will no 
longer be limited solely to questions involving the amount 
of tax or penalty due the state. The present language 
reflecting this narrow scope of appeal is replaced with 
more general language that speaks in terms of considering 
and deciding the appellant's grievance.

Section 5: This section amends the present law regarding
tax assessments, AS 43.05.245. The first insertion of new 
language reflects the enactment of new procedures for the 
four principal taxes on the oil and gas industry by making 
it clear that nothing in AS 43.05.245 will prevent a person 
from presenting evidence or other information under those 
new procedures. The second insertion of new language 
reflects the fact that, under the new procedures for oil 
and gas taxes, tax assessments will become final under 
either of two specific rules set out in those new 
procedures.

Section 6; This section enacts new procedures for the 
issuance and administrative review of tax assessments for 
the four principal taxes. Under the present procedures, 
multimillion-dollar oil and gas tax assessments are issued 
by the audit staff without any prior discussion with the 
taxpayer and without any review by the Commissioner to see 
that they are consistent with other assessments and 
correctly apply the Department's policies. Under the new 
procedures, both the discussion with the taxpayer and the 
Commissioner's review will occur before an assessment 
becomes final (except in one situation, discussed below).

New section AS 43.05.246 provides for a closing conference 
to close out the audit process. 60 to 90 days before the 
conference, the Department is to give the taxpayer a draft 
of its preliminary audit conclusions. If the preliminary


