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members.”” Id. at 492. Although the issue apparently has
never arisen, the Internal Revenue Service takes the
position that Congress has done just that in section 6103,
so that members of Congress are not immune from penalties
for disclosure. The attached draft bill, then, specifically
provides that a legislator would not be immune from
penalties for unauthorized disclosure of tax information.

The legislature may, of course, take any action it
deems appropriate to regulate the conduct of its own
members. The draft bill, then, provides that disclosure of
tax information is a violation of the standards of conduct
set out in AS 24.60. Thus, even if alegislator who
disclosed confidential information were to successfully
argue that he or she was immune from the penalties of AS
43.05.230, that legislator would nonetheless have violated
the legislature®s standards of conduct, and would be subject
to the provisions of that chapter.

2. Information exchange with the Intemal_Revenue. Service.
The state is currently entitled to information from the IRS,
so long as the state has certain confidentiality
protections. In amending the confidentiality provisions,
it is appropriate to consider whether the exchange of
information with thelRS would be affected. There are two
relevant provisions of federal law.

The first is 26 U.S.C. &6103 (d), which
authorizes the IRS to disclose information generated by the
IRS directly to the states so long as the information 1is
protected by the state. An example of this type of
information would be the results of a federal a Windfall

Profit Tax audit. The information is available only to the
agency charged with administering the tax laws; it may not
even be disclosed to the governor. Thus, information

received by Alaska under this section would not be available
to the legislature under the draft bill. However, the draft
bill would not effect the receipt of this information by the
state.

The second relevant provision is more indirect,
and deals with federal tax information that is provided to
the state by the taxpayer. For example, a state may require
that the federal return be attached to the state return, or
that certain information from the federal return be entered
on the state return, jJjincs thio information comes directly
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from the taxpayer, the United States has no control over the
use to which the information isput. However, 86103(p) (8)
provides that if the state does not protect the
confidentiality of this information, the IF.S will no longer
provide the direct information ur.der 86103 (d) . | have
checked with the IRS disclosure attorneys in Washington, and
they tell me that disclosure to the legislature, but not to
the public, should have no effect on the exchange of
information. They have also said that the IRS will work
with us to determine the potential effect of any legislation
before it is passed. I also spoke with California, which
discloses information to its legislature, and the attorney
there told me that disclosure did not effect the exchange of
information with the IRS.

3. Effect of proposed bill on legislative involvement in
settlement of tax disputes. The confidential nature of the
recent settlement of severance tax issues with Arco raises
the question of what the the effect of the proposed bill
would be on the settlement process. The bill would permit
(subject to the restrictions against public disclosure)
legislators to review settlements to the extent that they
now may do so with respect to non-tax matters. In other
words, the bill removes the bar of tax confidentiality, no
more and no less. The bill would not expand the
legislature™s ability to participate in the settlement
process beyond its present parameters in non-tax matters.

summary of the Proposed Bill

The draft bill provides that confidential
information will be provided to a committee designated by

the speaker of the house® or the senate president. For
example, the speaker might request that information be
provided to the house finance committee. The committee may

review and consider confidential information only in a
closed, executive session (unless the taxpayer consents to
an open hearing). |If the committee desires that legislative
staff have access to materials, it must first define the
scope of an inquiry or investigation and then designate
specific staff members who are authorized to review
otherwise confidential information. Legislative employees
would include, for example, the house research agency, so
long as the committee, acting as a whole, designated those
employees. The proposed bill restates that disclosure of
information received under the subsection is r.ct permitted,
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and specifically notes that this is true notwithstanding the
statute setting out legislative immunity. 2J It further
would require that any individual, before receiving or
reviewing information, must sign a statement acknowledging
that he or she knows the information is confidential and
that disclosure is prohibited.

The bill would add a new subsection in the
legislative standards of conduct chapter, prohibiting
disclosure of information received under the amendments
proposed in the bill. Thus, even if a legislator
successfully argued immunity under the speech and debate
clause, he or she would still be subject to the provisions
of that chapter.

DV: jf

U The intent, here, is to waive the speech and debate
immunity, not the protections from being subjected to court
proceedings during the legislative session. A court would
orobably find that the latter protection was not waived by
the draft bill, but it may be that this should be clarified.



§ 264534 BANK AND CORPORATION TAXES

it shall be a misdemeanor for such comm|ttee or an% member, clerk
or other officer or employee thereof to divulge or make known in any
mz%nner an partlculaif f the |nformat|on so furmshﬁd except to Iaw
enforcement “officers for the (Pur pose of aid mg the detection or
prosecution of crimes committed In violations of this part.

Added Slats 1949 ch 537 § 1. effective July I, 1951
Prior Law.
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Cross References: '
Detimtton of misdemeanor and penalties therefor Pen C & 17, 19. 1%..

Collateral References:
71 Am Jur 2d State and Local Tax a| 59 601.
Corresponding federal stafute; 26 USCS §6103(a).

§26453h. Inspecf o of retuns by Attorney General or other legal
fepresentatives of State

The Att rnez General or other legal representatives ?f the state may
inspect the repart or return ot any taxpayer who shall bring action. to
et aside or review the tax hased thereon, or against whoni” an action
rocee mg} has been Instifuted to recover any_tax or any penalty
|m ose IS Pan In addition, the Attorney ‘General may. Inspect
anY report or return required under this pan’ when requiréd in_ the
enforcement of any public or charitable trust or in compelling
adherence to any charitable purposes for which any nonprofit corpo-
ration Is formed.

Added Suu 1949 ch 557 § 1, effective July L 1931; Amended Stau 1969 ch 603 §3.
Prior Law:

DSl B R A L BB VA S B Y
gb} gﬂgﬁgéﬁm 8,3 ﬁgléb% ggarcﬁsggler% 5)3220% g amended by Stau 1939 ch 1049

Amendments:
1969 Amendment Added the second sentence.

<Vou— te_| to §24837 respecting the applicahjlity of the provisions of Suu
109%9 cheﬁgg gffect?ng changegelsr? %mcqomguatﬁ%n OTJ a&es P

Cross References:

Nonprofit cor or tion generally: Corp C 889000 ef s
Atto?ney Gengra 'S pov%ers ger¥era| pGov§% %g 12310(1et Seq.



ADMINISTRATION OF TAX § 19285

Added Stau 1943 ch 659 § I, effective June 5. 1945.

grior Law: Stau 1935 ch 329 §§33 subgd %ag Ist sent l]hZZ as amended by Stau 1937 ch 668
19 p 1860. Stau™1939 ch 9157821 p 2565. Stau 1941 ch 1226 §21 p 3084,

Collateral References:

Witkin Evidence 2d 1pp 805, 806.
Cil Jur 2d Income Taxes §48.

NOTES OF DECISIONS

Copies of income tax regorts filed with State and Standard Oil Co. (1957) 49 C2d 309. 319 P2d 621:
federal government, u best evidence procurable. Vogan v McLaughlin (19596) 172 CA2d 65, 342
were competent, in grand jury mvestl%atlon of P2d 18 Davis v"Lucas (1960) 180 CA2d 407, *
lobbying and bribery of State legislators. Samuh v Cil Rptr 479. .

Supérior Court (1938) 28 CA2d 685, 83 P2d 305.  In action by buyer of motel against sellers for

Purpose of this vxooa and § 19282 a to faciltate UM In indicing’sale, gellers, Agtchaving objecteg)
N o™

o Splorcement By fncougmo ipayer toake (QRArL8,copl @Y'Sfé%%eingé‘mﬂm&%% tet

fe« ihit his statement! be revaledi or used ,0, * Juci quauoQ onNIIppaJ A wuvel

for other purposes; such ﬁnvnege should cot be ngh, 0~ Jppaa (h1l Mpiel wtre gudme.

nullified by pertmtung third parties to obtain JbiI w pnyiieg™ Md i( WL ~

mformauon by adopting indirect procedure of , £ retums in evidence, VOé;an vMéLaughIin
demanding copies of the (ax rttuma. Webb v (1959) 172 CA2d 65. 342 P2d 18.

§1921§4' Fuiwishing information to committee of Legislature; Disclo-
Sure 0y COMMILLEE 4 MISaemeanor _ .

Such information may upon request of a committee appointed by
either the Assembly ‘or the Senate, or both, be furnished to the
committee, but it Isa m|sdemfanor f%r the committee of anX member,
clerk, or_other officer or employee thereof to disclose in any manner
any particulars of the information so furnished except to law enforce-
ment officers for the purpose of aiding the detection or prosecution of
crimes committed in violation of this pan.

Added Stau 1943 ch 659 § L effective June 5, 1945,

S5 R 0 LR AT o e

uu 1941 ch 1 lp
Collateral References
Cai Jur 2d Income Taxes §48.

9285. Inspection by Attorney General or other legal representative
§r1 State P y y g Tep

The Attorney General or other legal representatives of the state may
inspect the report or return of anY taxpayer who brings an action. to
set aside or review the tax hased thereon,” or against whom an action
or proceedm%,has been instifuted to recover any tax or any penalty
Imposed by this Part. In addition, the Attorney ‘General mdy Inspect
an}/ report or return required under this part’ when requiréd in' the
enforcement of any public or charitable trust or in' compelling
547



ADMINISTRATIVE PROCEDURE £6453a

§26452. “ Business affairs”

The term “business affairs,” as used in this article means the details
relative to the business activities of the taxpayer as disclosed by the
return but shall exclude extraneous matters, stich as the exact, corpo-
rate title, corporate number, the date of commencement of business in
this State, taxable year adopted, filing date of return,name, date and
title of persons signing affidavit to the return, duedateof taxes,taxes
unpaid, taxpayer's ad(?ress, private address of officers and directors,

Added Suu 1949 ch 557 5 1, effective July 1, 1951,

Prior Law:

fa[) Stay 1929 ch l%§35 subd gaa 2
Stau_1935 ch 275 §24 p 983, SUu
ch 352 525 p 1464.

o S BE D WA 8

Pad

4. as amended by Stau 1931
) O gt

3 ch 1066 §8 p 2229,
h 1050 820 p 2972. Suu 1943 ¢ § d 212,

|
h 3782 p

2201 1939 ch 1049 §22
1pgr28 pO1 408.5 amended by Suu 1939 ch 1049 §22 p

§26453. Disclosure of information under judicial orcler

Such information may be disclosed in accordance with proper
order in cases or actions instituted for the enforcement of t
for the prosecution of violations of this part,

Added Suu 1949 ch 557 § I, effective July 1, 1951,

Prior Law;

Gose R B RS S o B B T o
20'p 212, ¢h 352 §25 p 1464,

Hot The BURARAAARE LBy svus

Collateral References:

Witkin Evidence 2d p 806.
Cal Jur 2d Taxation §384. _
71 Am Jur 2d SUte and Local Taxation &8 590, 601.

NOTES OF DECISIONS

Audicial
IS partor

The “cases or scdera" are those brought by the ttus provision permuting disclosure, in actions to
ute. Franchise Tax Board v Superior Court enforce the statute, of cértain information required
l1930) 36 C2d 531, 225 P2d90J. in tax returns. Franchise Tax Board v Superior

A taxpayer in asserting s cliim for s refund does (1930) 36 c7d 338. 223 P2d 905.
not "enforce” the statute within (he exception of

§26453a. Fumishing information to Assembly and Senate committees

Such information may upon re(%uest of the committee appainted by
either the Assembly or the Senate be furnished to the committee, but

343



MEMORANDUM

TO: Louann Cutler, Committee Aide,
House Finance”Conunittee

FROM: J. Hartle, CalJj~ tee Aide,
House Judiciary committee

RE: Sectional Analysis, CSHB 58 (Judiciary)

CSHB 58(Jud) 1is very similar to CSHB 502(Jud)am which passed the
House last year. Amendments were added at the request of the
Department of Revenue, and the oil industry.

Sectional analysis:

Section 1: A findings and purpose section is included to assist
the courts in interpreting the bill in balancing a taxpayer®"s right
to privacy under Alaska Constitution Article 1, Section 22 with the
legislature®s need for information onhow the state®"s tax laws are
operating. Subsection (b) states the purpose of the Act. Page 2,
line 24, item (7) was added at DOR"s request.

Section 2: Adds a new section to Title 24, Article 2, on
legislative employees, stating that apresent or former employee or
agent of the legislature may not disclose confidential tax
information.

Section 3: Adds a new section to the Legislative Standards of
Conduct Code, stating that no person covered by the Code may
disclose confidential tax information,

Section 4: Also adds to the Legislative Standards of Conduct Code a
section to protect confidential information that may have been a
source of a complaint before the Legislative Ethics Committee.

Section 5: Changes the penalties for disclosing confidential tax
information to a class A misdemeanor. (Maximum penalties: 1 year
imprisonment and $5,000.) This 1is the criminal code classification
that most closely approximates current law. Last year, CSHB 502
(Jud)am specified a Class c felony, The change was made at the
request of the Department of Revenue.

Section 6: Subsection (h) lays out the procedures for the
legislature to deal with confidential tax information. It
requires: a simple resolution to be passed authorizing a committee
to request the tax information, requests must be in writing, the
taxpayer must be notified, and all consideration must be in
executive session unless the taxpayer consents in writing to a
public meeting.

Subsection (i) was added at the request of the Department of
Revenue. The purpose of this section is to allow, under prescribed
circumstances, the Commissioner of Revenue to initiate the process



of disclosing confidential tax information to the legislature.

Subsection (J) was added at the request of the oil industry (Jim
Palmer, Standard Alaska). It provides that if tax records to be
examined by a legislative committee identify a specific taxpayer,
that taxpayer may attend the portion of the meeting that considers
their particular return.

Subsection (k) makes it a violation of the law for a legislative
member, Tformer member, or employee to disclose confidential tax
information (see Section 5 for the penalties). This section raises
constitutional questions under Alaska Constitution Article 11,
Section 6 (See memo from Theresa L. Bannister, Legislative
Council.) The section is written under the constitutional theory
enunciated in the U.S. Supreme Court decision in U.S. v. Helstoski
442 US 477 490. The theory is that the legislature has plenary
powers to discipline itself and may enlist the aid of the
administrative branch and courts to do so.

Section 6 also requires legislators or employees, before viewing
confidential tax information, to sign a form acknowledging that
they are aware that the information is confidential and disclosure
is prohibited.

Subsection (k) ensures that the exchange of information agreement
with the Internal Revenue Service will not be violated.

Section 7: The bill has an immediate effective date.

Items in the referral file Include:

Proposed CSHB 58 (JUD)

Memo from Theresa Bannister

Sectional analysis

Februrary 21, 1986 memo from Deborah Vogt to Louann Cutler
Exerpt from U.S. v. Helstoski 442 US 477 490

January 16, 1986 Memo from Deborah Vogt to Mike Greany
Statutes from other states on disclosure of tax information
Zero fFiscal note
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Alabama 8 40-1-33

California S 19284

Idaho 863-3077

Minnesota. 8 290-61 -abibeAtlleld) 6071/ | s
Oregon §314.840 - "7~Z myrrcw i $ fliA "V
Washington 8§ 8232.330

Wisconsin 871.11 (44)

_ OTHER STATES PERMITTING DISCLOSURE TO
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5 40-1-31. Distribution of revenues collected.

All revenues collected under the provrsrons of sections 40-12-128, 40-12-310
through 40-12-319, 40-5-1 through "40-25-28 and 40-25-140 through 40-25-147
shaIL after eductrﬁn of the cost 0 collect on, bedeuosrted In th saﬁe treasury
tot redl tof the Alabama specra ucational trust fund. Al revenues
collected un ert rovisions of se%:trons 10-21-56, 40-21-57,"40-21-58, 40-21-60
ar]d4021 -61 shall, after deduction of the cost of collection, be drstrrbut d rnthe
0 owrng manner.

ifty- erght Percent of the halance remajning after deduction of the cost

?f coIIectr? rﬁq be deposited | (Jn the special mental health fund to be used

or mental health purposes; an
(2) Forty-two gercent of the balance remarnrng after deduction of the cost
of%llectron shall be depoirte In the state tr asurly to the cre it fthe

abama special educational trust fund to be used for educational pur
5A4(1:(t)s) 1935, No. 194, p. 256; Code 1940, T. 51, 8 910; Acts 1971, No. 1 p

9 40-1-32. Alabama special educational trust fund surplus account.

The[e rg hereb%/ aet up inthe state treasu ry afund to be known as the Alabama
S ecra ucatro al trust tund surplus account
surplus heretofore accrued in the state treasury to the credit of the
mas ecra educatrona trust fund and which has been transferred to the
Pro ertgt relief fund is heretfy tran?ferred into and shall become a part of
he Alabama special educational trust fund surplus account

Any surplus in the Alabama s ecraI educational trust fund on September 30
of edch fiscal year, begrnnrn tember 3, 1943, remaining after all
a proPrratrons now or hergafter par{]a le from the Alabama special educational

trust fund have been Pard in full, shall be transferred into and become a part
of the Alabama special educational trust fund surplus account (Acts 1943, 'No.

39, p. 3L
§ 40-1-33. Confidentiality of returns, statements, etc.

All tax returns, financial statements and information secured by the
de Partment of revenue officials or employees thereof for the purpose of arfiving
at the amount of ad valorem, franchise, income or license tax shall be kept under
lock and key by the department of revenue and an)( official oy employee of the
department of revenue who shall divulge the contents or ermrtthe examination
thereof except forthe purpose. of roPer%admrnrsten the tax Jaws of this
state or upon order of th ec mrssr nerof the er[)artmento revenue and except
Lunder the order of the court or or the information of the legislature shall
quilty of a misdemeanor and shall be subject to a fine of not more than S50.00
and shall thereafter be rneIr%rb e to be an employee or agent of the department
0f revenug; provided, that the provisions of this section shall notar%I fo retumns
filed and information secured under laws of this state levying or imposing excise

15
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Added Stat.i 1943 oh 639 5 I, effective June J. (945.

Prior Law: Stats 193S ch 329 6 13 subd (a) 1st sent p 1122, as amended bv Stats 1937 ch 668
C8T A S SR R B0g) SR A Ay

Collateral References:

Witkin Evidence 2d 1pp 803. 806.
Cal Jur 2d Income Taxes $48.

NOTES OF DECISIONS

Copies of income tax regorts filed with Stale and  Standard Qil Co. (1937) 49 C2d 309. 319 P2d 621:
federal government. as bat evidence procurable, Vogan v_MeLaughlin (19396) 172 CA2 63 342
wen competent, in grand jury investigation of P20 18: Davts v-lueal (1960) 180 CA2d 407, 4
lobbying and bribery of State legislators. Samtsh v Cal Rptr 479,
Superior Court (1938) 28 CA2d 683. 83 P2d 303, fIn ?jct_ion_ gy ,buyterjof rlTotel a%aliqnst, sellers Ior
i canti i it raud in inducing tale, sellers, not having cojecteo
P o1 s el 1206 1400 10 Bl o of e ihne s e o
full and truthful declarations in his refur without {3 Oter Of ‘COpies In vidence, on_ground that
fear that his statements will be revealed or used %%Fg'efag?rgugﬁ'v'qﬁ%gtioﬁg Vgﬁrea&%aﬁmgﬂg eW%(i)\lljed
s 0 bemitng . ot o than (51 (5CAT 0 P2, O e
information by adopting indirect procedure of  copies of returns m evidence VoganchLaugnIin
demanding copia of the tax retuns. Webb v (1939) 172 CA2d 63. 342 P2d 18.

COMMITtEE a MISaEMeanor

Such Information may upon request of a committee appointed by
either the Assembly ‘or the Senate, or hoth, be furnished to the
ommittee, but it isa misdemeanor for the committee or any member,
clerk, or_other officer or employee thereof to disclose in any manner
any particulars of the information so furnished except to law enforce-
ment officers for the purpose of aiding the detection or prosecution of
crimes committed in Viofation of this part.

l192§4. Furni%pin Information to committee of Legislature: Disclo-
re oy P

Ae!ded Stau 1943 ch 659 § 1. effective June 5. 1945.
8T B SRS R 5 S0 la) L serkp 122 A angpded By Stts 1987 ch 668
Collateral References:
Cal Jur 2d Income Taxes §48.

§f19t2%5. Inspection by Attorney General or other legal representative
01 Stdle

The Attorney General or other legal representatives of the state may
inspect the report or return of an¥ taxpayer wha brings an action to
set aside or review the tax hased thereon, or against whom an action
of proceedmgn_has been instituted to recover any tax or any penalty
imposed by this Part. In addition, the Attorney “General may inspect
an}/ report’ or return required under this part” when requiréd in the
enforcement of any public or charitable trust or in compelling

547
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327 INtOMKTAX 63-3077

contained in such returns may be furnished or made accessible to the officers
or representatives of the stute or county charged with the duty of prosecut-
ing or defending the same, under such rules and regulations as the state tax
commission shall prescribe; and all such returns and the statements and
correspondence relating thereto may be produced in evidence in any action

or proceeding, civil or criminal, directly pertaining to such returns or the
tax imposed on the basis of such return.

(b%_ Any officer, agent, clerk or em Iogee violating ang ofthe provi%ions
of this section shall b ?unty of a felony and, upon conviction thereof, be

punished by a fine of not less than S100 nor more than $5,000, or by impris-
onment for not more than five (5) Years. Such officer, agent, clerk or em-
Elo ee upon such conviction shall‘also forfeit his office of employment and
hall be ‘incapable of hoIdegganﬁ/ gubllc office in this state for a period of
twc9> é%) years thereafter. [1959, ch. 299, § 76, p. 613; am. 1969, ch. 319, § 20,

' I'l * " . no_ . .
co%ﬁi%)rgls?géé%%t %6%8%%&’101?33 1;hi|:czcr;p"'et; gogg/(\)l'&%mjﬁerfeﬁgn et'asl’te and Local Taxation.
as 9 63-30 T '

o L S e

63-3077. Info manR furnished to certain officials. — The state I%
commission, under such rules as It may prescribe, may permit, notwith-
standing thehprowsmns ofthisact as t? secrec¥, he commls?[oner ofinternal
revenue of the United States or his delegate of the mpropero ficer ofany state
|mposmg1 a tax on or according to income or the multistate tax commissjon
or its délegate to inspect the Income tax returns of any taxpayer makmg
returns under this act, or may furnish to such officer or his authorize
[epresentative an abstract ofary income tax return or any matter containgd
in"any affidavit, statement, or Certificate made or filed in connection with
any return or_any tax or credit claimed as an offset against any tax or an
Information djsclosed by the [)eL,oort %f an mvesﬂgﬁtl?n relating fo the ir-
come or tax o1 any taxLPa er, but such permission Shall be grant
mation famished'to suc ofﬁc?]ror his representatives oply If the statutes
0f the United States or such other state, as the case may b, grant sustan-

tially similar nwl?ﬁ]es to the proper officer of this staYe charged with the
adnfinistration of tnis act

,Notwﬂhstan,dmg the provisions, of this act as to ,secrecpg, an dule; cohn-
stitucedi committeg of eimer~brarich~oT'tKe state_|e9|slatu, shall have the
right to inspect returns upon request. Nothing in this aci shall P_ruhlblt a
fax ager, or his authorized r%p,resentanve, uPon gro er identification, from
Inspecting or copying his own income tax returns. Any taxpayer making a
return, whetherdccrual or cash basis, shall furnish the'state tax commission
wgth the figure or fl(Ilures repr sentlnﬁ? the valtfe of his mvthory ofs‘ock

d or infor-

ofgoods in'trade. In the event the taxpayer shall have more thanone place
of business, then and in that event the taxpayer shall give the amount of
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Amended by Laws 1973, ¢. 492. § 14,

290.60. Repented by Laws 1981, c. 178, 9 119

Laws 1981, ¢ 178, 5 120 provides. in part that
B?cﬁg\ﬁssjl oﬁl and 1 arper%v eg%l\ll% ?grr taxg-
e yean beginning afur December 31. 1980.

§ 290.61

rovided for in
| .ang.b the
e commissioner

290.61. Publicity of returns, information

It shall be unlawful for the commissioner or any other public official or employee to
divulge or otherwise make known in any manner any particulars set forth or discigsed in
any Teport or return required by this chapter, or any information concerning, the
taxpayer's affairs acquired from his or its records, officers, or employees while ex_amml_nﬁ
or auditing any taxpayer's liability for taxes imposed hereunder, excépt in connection wit
a proceeding Involvirg taxes due under this chapter from the taxpager making such
return or to comply with the provisions of sections 290.612 and 302A.821. The commis-
sioner ma¥ furnish”a copy of any taxpayer's return to any official of the Unjted States or
of any state having duties to pefform in respect to the assessment or coilection of anY tax
Imposed_upon or measured by income, if such taxpayer Is required by the laws ot the
United States or of such state to make a return_therein. The commissioner may disclose
Information from withholding tax returns received from the taxpayer to the Minnesota
department of economic security for purposes of auditing unempldyment tax. Pnor to
the release of any information to any official of the Unitéd States or any other state or
the department ot economic security’ under the provisions of this section, the person to
whom the information is to be reledsed shall sign an agreement which provides that he
will protect the confidentiality of the returns and information revealed thereby to the
extent that it is g),rotecte,d under the [aws of the state of Minnesota. The commissioner
and all other public officials and employees shall keep and maintain the same secrecy In
respect to any Information furnished by any department, commission, or official ot the
United States or of any other state in réspect to the income of any Person as Is required
bﬁ this section In respect to information concerning the affairs, ot taxpayers under this
chapter, Noth!nfq herein confained shall be construed to_prohibit the commissioner from
publishing statisfics so classifie as not to disclose the,|dent|t¥ of particular returr.3 or
reports and the items thereof. Upon request of a majority of the members of me senate
ax committee or of the house tax committee or the tax Study commission, the commis-
uoner shall furnish abstracted, financial.informationJo those committees for research
P_ur 0ses from returns or reports filed pursuant to this chapter, provided that he shall not
15003¢_the.name, address, social security number, business idgntification.number or any
other item ofjnfprmation associated with any return.or repoi”whichLAhejommissioner
believes 1s-likely to identify the taxpayer. The commissioner shall not furnish the actual
return, or a portion thereof, or a reproduction or cop;{ of any return or portion thereof,
"Abstracted financjal information” means only the dollar amounts set forth on each line
on the form including the filing status.

Any person violating the provisions of this section shall be guilty of a gross misdemean-
o,

In order to locate the named a)()ee on state warrants issued pursuant to this chapter or
chapter 290A and undeliverable by the United States postal service, the commissioner
ma%gubhsh In any English language newspaper of general circulation in this state a list
of the name and st known address of the payee as Shown on the reports or returns filed
with the commissioner. The commissioner may. exclude the names of payees whose
refunds are in an amount which is less th%%a minimal amount to be determined by the
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82.32.220 1, EXCISE TAXES EXCISE TAXES 82.32.330

~ ISiU Amendment. RawroU the fust  Effa*M) ftlu-U vi 1933 1 Kx, ~ Notes of Oeciilons g]cltsjé\tﬁly lbrg grSnEd s lrae)é iOHtSit%rpscmicoh

iarsgrxjib . IfgS_SO.IS.ee Historical Note follow- t Dé/a;:gﬂzn%forf g{/aetr%%gsrme , mu|- Rents gf 2 n_ew?y C%Ste article, L

! ey i pg Star Industries, Inc. v. Slate, [tept of

82.32.230. Agent of the department of reven&e may execute atrmw% Whrgt%grpunrp%%te%t sL ﬁec?t%' Re\éfnue (192) 97" Wah2d 630,p 647
e sales tax was invalid insofar as it imper- .20 1013,

. la the discretion of the department of revenue, an order of execution of
lika terms, force, and effect may be issued and directed to any agent of tho

depa{tn;]erht tauthorhzetﬂ to collect taxfes, %n% in| the executhion_ftfherbeog chlrlu 82.32.330. Secrecy enjoined—Exceptions
agent shall tnve all the powers conferre aw upon sheriffs, but sha i ided i

i e oy o comoratn ettt aprss o ST T S Lt fe i o1 e et
8?|91|enwlae”gﬁ{ormanceo such auty, which shall be added to tho amount ,thfereoffor anyt othgr_person Eo m%qlfed Ii)nown (%r reveal any flactsdor
' , . , information contained in any return filed by any taxpayer or disclosed in
Amended by Laws 1983, lit Ex_Seii., ch. 65, f 11, off. July tife)983. any investtigationt% [ teﬁ«ami(?g/t_io,nto ft_the tﬁxp%ygerysTﬁoo%syund_recoi]ds made
% i - % in “connection with the administration hereof. The foregoing, however,
mi1*9 3m /U\menddncrlI;n 'jfdaerr t?f Exi%'un SCEﬁectlvee_daEee Hibgﬂij%ﬁff},,%@‘; shall not be construed to prohibit the department of revengue ogr_a member
non" for "2 Wiivrant’” in*aS’Qf.Ué.Olf). or employee thereof from: (12 Glving such facts or information in evidence
|nf atrp]y court action r%nvol\/flng ax |r|nposed hetrﬁun%?rlor énvol\{lng at woljant%n
82.32.235. Notice and order to withhold and deliver property dug or ol Ne Provisions nereat or '”VO‘“-”% anoner bljo department lnd_ the
00— * taxpayer; (2) giving such facta und information to the taxpayer or his dul
Imne %y taxpayer Oon(? Judgment by ge?gult autﬂq¥|zed(a)g%nt; (1’3) publishing statistics so classified an) Yo prevent ,th}é
Note* of Decisions 2. Scorch and aciiure identificationof particular returns or reports or items thereof; (4) giving

. Sjoholm <1979) 26 Wiaah. such facts or information, for official pur[>oses only, to the goverfor or
nrii%1979 25 a?PA[PCp ?Wﬁ;f é%[(rgg{n @H%%?Emr%q attorney general, or to any state department, agency, hoard, commission,
znggnvognb alin (1 g angj , odl P, 06%081 council, oF any committee or subcommittee of the legislature dealing with,
i A, BR0ER! - dismissed, certionu) - genied 106, matters of taxation, revenue, trade, commerce, the control of industry or

d2d %5 ' %‘f !155 618 GM n v h%% the professions: (5; permitting its records to be audited and examine bKJ

the proper state officer, his agents and emﬁloyees; (G) giving any suchy
facta or information to the proper officer of the internal revenug service of

Yo

%“%%%d UC;%@M?% ok

82.32.300. Deiiurtment of revenue to administer - -

A : _ = the United Slutes or to tho proper officer of the lax department of an
_The administration of this and chapters 82.04throuHh 82.21 ROWof this £ state or city or fown or coFl)Jnt?/, for official purposes, pb_ut only if iho
title is vested In Ihe department of revenue which shall prescribe forms and sis statutes of the Untied Slates of of such other state or city or Lown or
o o g o e e o e Bl e oy ST e o ynd sl S s

: : + proper officers of this stale; or (7) giving any such facts ar information to
bnd cllecion f taxes and penalties imposed the_reun%er. _ Ft)hepDepartment of Justice or the argmy ,ogr na)\l/y departments of the United
noIhien ggrﬁ)salgtt?netmtr?grmﬁﬂuengrc]ggsamr?/k?oa% %lgglelsftlh%ullre% %qusrig%gla&\llﬁpcsﬁ Stales, or uny authorized representative thereof, for official purposes.
shall have the same. force and effect as if specifically ‘included therein Any person acquiring knowledge of such facts or information in the

Pnless declared Invalid by the judgment of a court of record not appealed course of his employment with the department of revenue and any person
rom. a5ch|r|ng knowledge of such facts and information as provided under (1),

e : G) and (7) above, who reveals or makes known uny such facts or
The deé)artment ma)f emgl% éluch clerks,_spemfallsts and other a35|stﬁ1nbts mform)ation t(o)anot_h_er not entitled to knowledge of such facts or informa-

gs are necessary. >alarie compensation of suich employees shall be tion under the provisions of this section, shall be punished by a fine of not
threghgydgggr%%%rtﬁment and shall be charged to tho proper appropriation excgedjnrgtpneﬁhousafrgd dollure ur}d, if tr];e”pffetrﬁ)(%erﬁr %eBr’lslofn ?u.itlty Ohf
: - - - such viofation is un officer or employee of llie state, he shall forfeit Suc

ol P St e gl uperiionof e alslon 8 ffce o eployment ndshl e s f i any bl fice o
suits or proceedings in”the courts as may be necessary and proper. employment in this stale for a period of two years thereafter.
Atueuded by Laws 1983, ch. 3, 1 2. Amended by Uws 1984, elt. 138, 4 12, elf. march 7, 1984,

19U Aurodmtnt. lo the fist pnm- inistrati References *S Amemliuritl,  Inmertei), in milnl,  couneil," following “any tUile ihjiurt-
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|de t of the fstate and whether the Infermaﬂon Is desired for the use

enefit of a nonresi Herson or firm or a oretr%qn corporation.

Ott(e(()P of an ;(returns e supplied to any perso excep[t as per-
mi

(c) Su gect to regulat|ons ftho dePartment any income tax or
Ift tax returns, or any sched ues exnibifs, writings or audit reports
ertaining to the s me on file with the departmert of taxa on ras
essor of Incomes shall be open to examination by any of t é) 8

e St il

Wi In authorized
v|ded that tﬁe use o? mfo m)atlon 00 ta|ne |s restricted to the JIS
rIgeP dutie |mpose upon said persons by law or b¥ the duties of
heir office, and any of said persons who use Qr permit the use,of any
|nformat|0n dlrectly or indjrectly so obtained peyond the duties Ini-
posed upon them by law or by the duties of thelr office or by order of
gugggétloar? set forth In subd. 6 shall be deemed in violation of this

he commlssmner of taxation, or ang officer, agent or em-
pone of the department of taxation or assessor of Incomes;

otlbhc officers of thgs state or its pohtmgl s% hdivisions or the
auth 0r|ze %ents of such officers whep).deemed by them necessary in
the performa ce of the auties of their office;

3. Members of any Ie%slatwe committee or _jts authorized
ag vy]h%e deemed %the necessary to accomplish the purpose
which the committee Was organized;

4. Publi off|c rs of t Jwe federal government or ohher state %ov
rﬂents o the aut orjz ents of sych officers, where Heces a
n the administration of the wso suc (I;overnments fo the exten
t at such Oq ver me P%accords similar rights of examination or infor-
mation to t|C|aso this state;

5, The [person who filed or satbmltted such return, or to whom
the same relates or by his authorized agent or attorney:;

Any person examining, such return pursuant tq a court order
rt/ 3bta|n ﬂ upon a showingto the court that the jnformation con-
tained In'such return is relevant to a pending court action.

)2 hthe time of or within 30 da safher ét d|str|but|on of in-
come tax collections pursuant to s. /1.14 21 e|? rtmentwf taxa-
tion maY file, In an jncome tax assessment district orfice, astatemen(s
setting forth onlt{ the names, addre%ses identification numners an
redport income ‘taxes of persons ot ft an corgoratmnsw 0se re-

rted taxes were Included In the total Income taxes attributed to a
count town, vil a%e or C|ty as used.in tho calcuiation of the Income
tax collections alloCated and as so distributed thereto. Upon the Til-
Ing with such district office of a certified copy of a resolution, adopt-






6-8.1-6-4 TAXATION—DEPARTMENT CJF REVENTK

Income Tax Bulletins. Extension to File to Kil* Indinna Corporntion Income Tax
Indiana Corporation Income Tax Returns and ~ Returns, 4 IR 2593.
Recognition of the Federal Extension of Time

6-8.1-6-4. Returns and forms [t? be certiﬂed trug, — Al returqs and
forms that a person IS required to file Under the pré)wsmns of law relating
to any of the Tisted taxes must be certified true unagr penalties of perjury.
1IC 6-8.1-6-4, as added by Acts 1980, P.L. 61,5 1.

_Indiana Am. Cade. For pertinent admin-  tory Tables in the tables volume of the
istrative rules and regulations, see the Statu-  Indiana Administrative Code.

CHAPTER 7
CONFIDENTIALITY
section. SECTION
6-8.1-7-1. Disclosure of information in tan studies — Information as to
_report. o whether individual income tax
6-8.1-7-2.  Disclosure of statistical informa- return filed.

tion or results of statistical 6-s.1-7-3. Violations — Penalty.

6-8.1-7-1. Disclosure of information in tax report — <a Unless in
accordance with a rJnudlmal order or as otherwise provided in this chapter, the
dePartment, its el ploge%s, former employee_s counsel, agents, or any other
person may not |vulg the amount of tax paid by any taxpayer, or any other
Information disclosed by the reports fileq under the provisions of the law
relatmg to any of the listed taxes, including required informatjon derived
from a Tederal return, excent to members and emnlovees of the deoartment.

or to the governor, or fo the attorney general or any other legal rep-/

resentative”of the state in any action in fespect to the amount of tax due
under the provisions of the law relating to any of the listed taxes, or to anK
duly authorized officers of the United States, when it is a?r,eed that suc
Infdrmation is to be confidential and to be used solely for official purposes.
éb) Th? informatjon described in subsection S?I) may b% revealed upon the
recelpt ora certified request of any designated officer 0 the state tax depart-
mentofany other state, district, territory, or possession of the United States

when suchi state, district, territory, or possession permits the exchange of

like nformation with the taxing officials of the state of Indiana and when
It I agreed that such information is to be confidential and to be used solely
for tax collection purposes. . . _ _

¢). The Information described in subsection (a) relating to a é)erson on
gu Ic weléare or a ggrson,who has made %pglgatlon for E)u lic welfare maey
e revealed to the admjnistrator of the state eﬁ,artmen of public welfarg,
and to any county welfare director located in this state, upon receipt of a
written réquest from that administrator or director for such information,
The information_ shall be treated as confidential by the administrator or
county welfare director. In addition, the information described in subsection
(a) refating to a person who has been designated as an absent parent b;j the
state Titlé' IV-D agen%shall be made available to the state Title JV-D
agency upon request. The information éhall be subject to the information
safegUarding provisions of the stale and tederal Title 'V 1) programs.
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COMMt'TKHS INCOME TAX 77-B: 28

Il. Delivery to a taxpayer or his de; authorized icprescntnlive of a
c%py tof any return or other paper filed by the taxpayer pursuant to this
chapter,
1. Publication of statistics so classified as to pievent the identifica-
tion of a particular return and the items of the return;

V. Exchange of information with the United States internal revenue
sendee in accordance with compacts made and provided for such cases;
| V. Disclosure in confidence to the governor and council or their a?ent
in the_ exercise of their general Supervisory .powers, or to any person
authorized to audit the acCounts of the commission in pursuancé of such
audit, o* the aftorney ?eneral or other legal rerr]J,resentatwe of the state
In connection with an action or proceeding under this chapter.

History

Source. 1070, 20:1, eff. July 1, 1970.

17*B: 21 Preference. The taxes and interest imposed by this chaPter

have preference in any distribution of the assets of the taxpayer, whether
In insolvency or otherwise.

History

Souree. 1970, 20: 1, eff. July 1, 1970.

77*B:28  Dissolution of Corporations. No corporation organized under
any law of this state may be dissolved until all taxes and interest required
t0 be withheld b}/ said corporation. under this chapter have been fullg ga|d.
The secretary of state shall not issue a certificate of dissolution, and no
decree of dissolution shall be signed in any,court without a certificate from

|

the commission that no taxes and interest imposed by this chapter are due
and unpaid.

History

Source. 1970, 20:1, eff. July 1, 1970,

469
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Original sponsor: Rules/Legislative
Budget and Audit

IN THF. HOUSE BY THE JUDICIARY COMMITTEE
CS FOR HOUSE BILL NO. 58 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to confidential tax information of
the Department of Revenue; and providing for an
effective date.™
BE IT ENACTED BY THF. LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. LEGISLATIVE FINDINGS AND PURPOSE. (a) The legislature

finds that

(€D) the majority of the state®s revenue is derived from taxa—

(2) tax revenue enables the state to provide essential services
to thecitizens of the state to ensure the public health and welfare;

(3) the elected representatives of the people of the state must
be assured that the state 1is receiving all of the income to which it is
entitled and that the tax laws are operating in the manner intended by the
legislature;

A the legislature must exercise 1its oversight authority to
ensure that tax revenue collection by the Department of Revenue 1is effi—
cient, fair, prompt, and in the best interest of the state;

(5) there is a legitimate and compelling governmental interest
in the legislature having adequate access to tax-related information to
allow responsible oversight;

(6) without sufficient information, the legislature cannot
adequately determine that the state"s tax revenue collection functions are

properly administered and that tax revenue due the state is promptly re—

ceived;
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@) tax returns and return information contain confidential
information, often regarding sensitive business information;

@) taxpayers have protections against public disclosure of
certain tax information;

(€)) exchange agreements with the Internal Revenue Service re—
quire that certain tax information not be publicly disclosed;

(10) protection of confidentiality fosters full disclosure by
taxpayers to taxing authorities and therefore promotes effective adminis—
tration of tax programs; and

(1) legislators and legislative employees who improperly dis—
close confidential tax information should be subject to the same sanctions
imposed against executive branch employees.

(b) The purpose of this Act is to ensure that
(1) the state is receiving all the tax revenue due the state;
(2) oversight of the tax revenue collection function is effec—
tively provided;
(3) tax revenue due to the state is available to provide for the
public health and welfare of the citizens of the state;
(4) taxpayers are protected from improper disclosure of tax
information;
(5) the exchange agreements with the Internal Revenue Service
regarding tax information are not jeopardized;
(6) tax programs are administered fairly; and
(7) the right of the people to privacy is recognized and may not
be infringed.
* Sec. 2. AS 24.10 is amended by adding a new section to article 2 to
read:
Sec. 24.10.070. CONFIDENTIALITY OF [INFORMATION. A present or
former employee or agent of the legislature may not disclose tax
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information contained in a report or return filed under AS A3 with the
Department of Revenue and furnished to “;he person under AS 43.05.-
230(h) or (i).

Sec. 3. AS 24.60.060 is amended by adding a new subsection to read:

(b) A person to whom this chapter applies may not disclose
information contained within a report or a return filed under AS 43
with the Department of Revenue and furnished to the person under
AS 43.05.230(h) or (i).

Sec. 4. AS 24.60 is amended by adding a new section to read:

Sec. 24.60.172. SPECIAL PROCEEDINGS BEFORE THE COMMITTEE.
Notwithstanding AS 24.60.170, 1if a complaint before the committee
involves an allegation that a person to whom this chapter applies has
disclosed tax information contained within a report or return filed
under AS 43 with the Department of Revenue and furnished to the person
under AS 43.05.230(h) or (i) and the taxpayer or a third party whose
tax information 1is alleged to have been improperly disclosed does not
agree to the public disclosure of the 1identity of the taxpayer, the
third party, or the tax information,

(1) the hearing may not be held in open session;

2 a transcript containing confidential tax information
shall be edited to prevent the disclosure of the confidential informa—
tion;

(3) a decision, if made public, shall be edited to prevent
the disclosure of the tax information and to protect the identity of
the taxpayer or the third party; and

(4) a public statement may not contain information identi—

fying the taxpayer, a third party, or the tax information.

* Sec. 5. AS 43.05.230(f) is amended to read:

(f) An intentional [A WILFUL] violation of the provisions of
-3- CSHB 58(Jud)

tax



10

11

12

13

14

15

16

17

18

19

21

this section is a class A misdemeanor [PUNISHABLE BY A FINE OF NOT
MORE THAN $5,000, OR BY IMPRISONMENT FOR NOT MORE THAN TWO YEARS, OR
BY BOTH].

Sec. 6. AS 43.05.230 is amended by adding new subsections to read:

(h) A legislative committee, after identifying the scope of ari
investigation or inquiry relating to matters of taxation and the
adoption by either house of a simple resolution giving the committee
authority to receive confidential tax information, may request the
commissioner of revenue to provide confidential taxpayer returns or
return information; the request by the committee shall be in writing
and may 1identify, directly or indirectly, a particular taxpayer. On
adoption of the resolution, the commissioner of revenue shall provide
the committee with the requested returns or return information. If
specific returns or return information concerning a particular taxpay-—
er are provided to a legislative committee under this subsection, the
commissioner of revenue shall notify the particular taxpayer of the
request and of the delivery to the committee of the information. The
committee may designate legislative employees or agents to inspect
returns and return information. The committee may consider informa—
tion made available under this subsection only in executive session
unless the taxpayer and any third party whose tax information 1is being
considered consent in writing to a disclosure in open session.

(1) Notwithstanding (h) of this section, the commissioner may
transfer information made confidential under this section to a legis—
lative committee after a written finding by the commissioner that the
transfer is in the best interest of the public. The transfer of the
confidential information is in the best interest of the public if

(€D) a taxpayer has testified before a legislative

tee, either orally or in writing, or has otherwise provided

CSHB 58(Jud) -4-
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information to a committee concerning the administration of a tax
under this title and the departmenthas confidential information of
the taxpayer that directly conflicts withthe testimony or information
offered by the taxpayer;

(2) a legislative committee is reviewing the administration
of a tax imposed by this title and confidential information is needed
to demonstrate the application of the tax to taxpayers;

(3) the legislature has under consideration a bill propos—
ing to add an additional tax or to amend a tax administered by the
department and confidential information is needed to demonstrate the
fiscal effect of the proposed new tax or amendment; or

(4) after giving the taxpayer a hearing, the commissioner

makes a written determination thatthe interest of the public in

transferring the information to the legislative committee outweighs

the interest of the taxpayer 1in avoiding the transfer of the informa—
tion.

Gi) If a return or information that 1is provided to a committee
under (h) or (i) of this section identifies the taxpayer, the taxpayer
may attend the portion of the committee meeting that considers the
return or information.

(9] The disclosure of information made confidential by this
section by a member or former member of the legislature or by a pre—
sent or former employee or agent of the legislature is a violation of
this section. A member of the legislature and an employee or agent of
the legislature, before receiving or reviewing information provided by
the commissioner under (h) or (i) of this section, shall acknowledge,
on a form prepared by the commissioner, that the information is confi—

dential, and that a disclosure of the information 1is prohibited by
law.
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(€H) The legislative committee and the commissioner of revenue

shall adopt procedures governing the transmittal, receipt, safekeep—
ing, and use of the confidential information provided by the commis—
sioner under (h) or (i) of this section.

(m) This section does not permit the disclosure to the legisla—
ture of confidential information provided by the Internal Revenue

Service under exchange agreements with the department.

* Sec. 7. This Act takes effect immediately under AS 01.10.070(c).
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5-0321A

Introduced: 1/20/87

Referred: Judiciary and
Finance
BY THE RULES COMMITTEE BY
REQUEST OF THE LEGISLATIVE
IN THE HOUSE BUDGET AND AUDIT COMMITTEE

HOUSE BILL NO. 58
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the disclosure of certain state
tax assessment information by the Department of
Revenue."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. LEGISLATIVE FINDINGS. (@) The legislaturefinds that

(1) the natural resources of land owned by the state belong to
the citizens of the state;

) natural resource extraction presently dwarfs all other
taxable economic activity in the state;

3) the vast majority of the state"s revenue is derived from the
extraction of natural resources; and

“4) state government provides a wide range of critical services
to the citizens of the state to ensure public health and welfare.

(b) The legislature further finds that

(1) the citizens of the state must be assured that the state is
receiving all of the income to which it is entitled;

(2) because the revenue from the extraction of natural resources
is derived from only a relatively few taxpayers, the consequences of error
in each case are magnified;

(3) the legislature must exercise its oversight authority to
assure that the administration of revenue collection by the Department of
Revenue 1is conducted efficiently, fairly, promptly and in the best inter-
ests of the citizens of the state;

(4) the legislature and the public have a legitimate and

HBOO58A -1- HB 58



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

compelling interest in having access adequate for responsible oversight to
information regarding the revenue owed to the state from the extraction of
natural resources;

(5) without sufficient information, the legislature cannot
adequately determine whether the state®s revenue collection functions are
properly administered and whether the revenue due to the state is promptly
received; and

(6) the public interest is best served 1if the identity of a
corporate taxpayer and the amount assessed against the corporate taxpayer
are available to the legislature and the public at the time of assessment,
whether or not the corporate taxpayer agrees that the amount 1is due and
whether or not any amount 1is delinquent.

* Sec. 2. LEGISLATIVE PURPOSE. The legislature adopts secs. 3, 4, and
5 of this Act in response to concerns identified by the findings in sec. 1
of this Act to ensure that

(¢D) the state is receiving all revenue that is due to the state;

) sufficient oversight of the revenue collecting function 1is
provided; and

3) the revenue that is due to the state is available to provide
for the public health and welfare of the citizens of the state.

* Sec. 3. AS 09.25.100 is amended to read:

Sec. 09.25.100. DISPOSITION OF TAX INFORMATION. Information in
the possession of the Department of Revenue that [WHICH] discloses the
particulars of the business or affairs of a taxpayer or other person
is not a matter of public record, except for purposes of investigation
and law enforcement. The information shall be kept confidential
except when its production is required in an official investigation or
court proceeding. These restrictions do not prohibit the publication

of statistics presented in a manner that prevents the 1identification
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of particular reports and items, or prohibit the publication of tax
lists showing the names of taxpayers who are delinquent and relevant
information that [WHICH] may assist in the collection of delinquent
taxes. Notwithstanding the other provisions of this section, the
amount of a tax assessment made by the Department of Revenue against a
corporate taxpayer and the name of the assessed taxpayer are public
information.
Sec. 4. AS 43.05.230 is amended by adding a new subsection to read:
(h) The amount of an assessment made by the department against a
corporate taxpayer and the name of the assessed taxpayer are public
information.

Sec. 5. AS 09.25.100, as amended by sec. 3 of this Act, and AS 43.-

05.230(h), as enacted by sec. 4 of this Act, apply to assessments that are
either outstanding on the effective date of this Act, or made on or after

the effective date of this Act.
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BY TH2 JUDICIARY COMMITTEE
CS FOR HOUSE BILL NO. 502 (Judiciary) am
IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Act entitled: "An Act relating to confidential tax information of
the Department of Revenue: and providing for an

effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. LEGISLATIVE FINDINGS AND PURPOSE. (@) = The legislature
finds that

(1) the majority of the state®"s revenue is derived from taxa—
tion;

(2) tax revenue enables the state to provide essential services
to the citizens ofthe state to ensure the public health and welfare:

(3) theelected representatives of the people of the state must
be assured that the state is receiving all of the income to which it 1is
entitled and that the tax laws are operating in the manner intended by the
legislature;

(4) the legislature must exercise itsoversight authority to
assure that tax revenue collection by the Department of Revenue 1is effi—
cient, fair, prompt and in the best interest of the state;

(5) there 1is a legitimate and compelling governmental interest
in the legislaturehaving adequate access to tax related information to
allow responsible oversight;

(6) without sufficient information, the Jlegislature cannot
adequately determine that the state"s tax revenue collection functions are
properly administered and that tax revenue due the state is promptly re—

ceived;
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(7) tax returns and return information contain confidential
information, often regarding sensitive business information;

(8) taxpayers have protections against public disclosure of
certain tax information;

(9) exchange agreements with the Internal Revenue Service re-
quire that certain tax information not be publicly disclosed;

(10) protection of confidentiality fosters full disclosure by
taxpayers to taxing authorities and therefore promotes effective adminis-
tration of tax programs; and

(11) legislators and legislative employees who improperly dir-
close confidential tax information should be subject to the same sanctions
imposed against executive branch employees.

(b) The purpose of this Act is to ensure that

(1) the state is receiving all the tax revenue due the state;

(2) oversight of the tax revenue collection function 1is effec-
tively provided; and

(3) tax revenue due to the state is available to provide for the
public health and welfare of the citizens of the state;

(4) taxpayers have protections against improper disclosure of
tax information;

(5) the exchange agreements with the |Internal Revenue Service
regarding tax information are not jeopardized; and

(6) tax programs are administered fairly.

* Sec. 2. AS 24.10 is amended by adding a new section to article 2 to
read:

Sec. 24.10.070. CONFIDENTIALITY OF INFORMATION. A present or

former employee or agent of the legislature may not disclose tax
information contained in a report or return filed under AS 43 with the

Department of Revenue and furnished to the person under

CSHB 502(Jud) am 2-



AS 43.05.230(h).
Sec. 3. AS 24.60.060 is amended by adding a new subsection to read:

(b) A person to whom this chapter applies may not disclose tax
information contained within a report or a return filed wunder as 43
with the Department of Revenue and furnished to the person under
as 43.05.230(h).

Sec. 4. AS 24.60 is amended by adding a new section to read:

Sec. 24.60.172. SPECIAL PROCEEDINGS BEFORE THE COMMITTEE.
Notwithstanding AS 24.60.170, if a complaint before the committee
involves an allegation that a person to whom this chapter applies has
disclosed tax information contained within a report or vreturn filed
under AS 43 with the Department of Revenue and furnished to the person
under AS 43.05.230(h) and the taxpayer or a third party whose tax
information is alleged to have been improperly disclosed does not
agree to the public disclosure of the identity of the taxpayer, the
third party, or the tax information,

(1) the hearing may not be held in open session;

(2) a transcript containing confidential tax information
must be edited to prevent the disclosure of the confidential 1informa—
tion;

(3) a decision, if made public, must be edited to prevent
the disclosure of the tax information and to protect the identity of
the taxpayer or the third party; and

(4) a public statement may not contain information 1identi—
fying the taxpayer, a third party, or the tax information.

Sec. 5. AS 43.05.230(f) is amended to read:

() An intentional [A WILFUL] violation of the provisions of

this section is a class C felony [PUNISHABLE BY A FINE OF NOT MORE

THAN $5,000, OR BY IMPRISONMENT FOR NOT MORE THAN TWO YEARS, OR BY
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Sec. 6. AS 43.05.230 is amended by adding new subsection; to read:

(h) A legislative committee, after identifying Che scope of an
investigation or inquiry relating to matters of taxation and the
adoption by either house of a simple resolution giving the committee
authority to receive confidential tax information, may request the
commissioner of revenue to provide confidential taxpayer returns or
return information; the request by the committee shall be in writing
and may identify, directly or indirectly, a particular taxpayer. on
adoption of the resolution, Che commissioner of revenue shall provide
the committee with the requested returns or return information. If
specific returns or return information concerning a particular taxpay-—
er are provided to a legislative committee under this subsection, Che
commissioner of revenue shall notify Che particular taxpayer of the
reouest and of the delivery to the committee of the information. The
committee may designate legislative employees or agents to inspect
returns and return information. The committee may consider informa—
tion made available under this subsection only in executive session
unless the taxpayer and any third party whose tax information is being
considered consent in writing to a disclosure in open session.

(i) The disclosure of information made confidential by this
section by a member or former member of the legislature or by a
present or former employee or agent of the legislature is a violation
of this section. A member of the legislature and an employee or agent
of the legislature, before receiving or reviewing information provided
by the commissioner under (h) of this section, shall acknowledge, on a
form prepared by the commissioner, that the information is confiden—
tial, and that a disclosure of the information is prohibited by law.

(J) The legislative commictee ana the commissioner or revenue

CSHB 502(Jud) am _a-



shall establish procedures governing the transmittal, receip | safe-
keeping, and use of the confidential 1information provided py the
commissioner under (h) of this section.

(k) This section does not permit the disclosure to the |egisla-
ture of confidential information provided by the |Internal Revenue
Service under exchange agreements with tha department.

* Sec. 7. This Act takes effect immediately in accordance with AS 01.-

10.070(c).
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TESTIMONY OF
STANDARD ALASKA PRODUCTION COMPANY

CONFIDENTIALITY OF CERTAIN TAX INFORMATION

The Standard Alaska Production Company recognizes Alaska®"s right
to administer the audit, assessment and collection of tax
revenues. However, we believe that the requirement of
confidentiality imposed upon the State in matters relating to the
audit and collection of taxes 1is essential in order to protect

the sensitive and propriety business information of taxpayers.

THE BILL WOULD INHIBIT THE AUDIT PROCESS

ORIGINALLY, H.B. 58 would have simply allowed the disclosure of a
taxpayer®s name and the amount of an assessment. An objection
could have been made to that proposal on the grounds that the
only practical result would be to embarrass the taxpayer and that
would serve no useful purpose. The proposed Committee Substitute
however, 1is not designed to embarrass the taxpayer but is far
more sweeping 1in scope. We believe it poses a very real
economic threat to the taxpayer and does serious damage to the
relationship between the taxpayer and the Department of Revenue
during the audit process. There is a very real concern that the
hearing process may be besieged by motions, discovery requests,
delay tactics, objections and jurisdictional <challenges, if
information supplied by the taxpayer 1is subject to disclosure

outside the Department of Revenue.



The duties of the Department of Revenue will be made more
difficult by permitting a legislative panel to intervene, at any

point in the audit process, and to question and challenge

assumptions, calculations and compromises.

The audit procedure will be come far more formal and adversarial
at a much earlier stage. Books and records that are now
routinely submitted to the State to settle minor valuation or
accounting problems will probably be produced only as a result of
lengthy discovery motions. Audits will consume even more time
delay even further the time when the State receives 1its tax

revenues.

THE BILL RISKS DISCLOSURE OF PROPRIETY INFORMATION

There 1is a significant risk inherent 1in the proposed legislation
that a taxpayer®s highly confidential information may be
disclosed. Proprietary information would be available to
legislators, legislative employees and their agents. Any number
of copies of taxpayer information will inevitably be made and
circulated. Certain pieces of this information, 1in the hands of
an experienced analyst, would allow a competitor to anticipate
our marketing and pricing strategies and thereby gain an unfair
competitive advantage. Some of this information 1is so sensitive
that it is currently subject to a protective court order. H.B.
58 would make it very difficult for SAPC to continue to protect

this type of highly confidential information.



PENALTIES FOR DISCLOSURE ARE INADEQUATE

The penalties for disclosure are inadequate. For example, the
penalties apply only to intentional disclosure of confidential
information and not disclosure that is occassioned through

inadvertence or carelessness.

Moreover, the penalties for disclosure apply only to those
persons who would be specifically entitled to receive the tax
information pursuant to the legislation. The sanctions do not
apply to anyone who 1is not authorized to receive the information

but simply sees a copy in the House or Senate chamber or in a

Representative®s office. Those persons may disclose any of this
information with impunity. A newspaperman, Tfor example, who
publishes the information but refuses to reveal his sources, is

effectively beyond any sanctions.

Obviously, a company always has the rish that a disgruntled
employee may disclose some proprietary information. However, in
the case of an employee, the Company has the recourse of
terminating employment or possibly bringing a civil action for
damages because of the breach of a fiduciary duty. The Company
has no such remedies 1if 1its most confidential marketing
information suddenly appears 1in the daily newspaper.

These fears are real. As noted 1in the January 17, 1986 letter
from the Attorney General®s office to the Legislative Budget and

Audit Committee:



"The Department of Revenue has expressed concern that
simple disclosure of the amount of an assessment might
reveal sensitive information about taxpayers....
In the oil 1industry, it is possible that disclosure of
assessments could allow one taxpayer to learn valuable
information about the transportation costs or valuation
practices of its competitors.”
If the simple disclosure of an assessment can be that harmful,
then the risk of damage occassioned by the distribution of entire
tax returns and supporting information is obviously far, far

greater.

SEPARATION OF POWERS

Under the Alaskan Constitution and general Separation of Power
doctrine, we believe that tax law enforcement is a function of
the Executive Branch - through the Department of Revenue. Under
the broad powers conferred by H.B. 58, a chosen legislative panel
would appear capable of participating actively and perhaps
controlling the tax audit process, including the negotiation of
tax disputes. There is no limitation in H.B. 58 as to when, 1in
the audit process, the tax returns and tax information may be
requested by the designated legislative committee, the power
could be invoked immediately at the onset of an audit with the
taxpayer required to supply every record, invoice and strategy

that is in its files, to the Legislative panel.



Additionally, H.B. 58 1is conspicuously silent on what constitutes
the exercise of legislative oversight. The Legislature has
certain oversight functions. For example, the collection of
information necessary for tax writing purposes or the review of
charges of negligence or conflict or interest within the
Department of Revenue. However, we believe that H.B. 59 1is so
broad, so all encompassing, that it could be used to raise new
issues on audit and essentially perform a secondary review of
proposed audit settlements. In so doing, H.B. 58 would allow a
legislative panel to perform executive functions and second guess

the tax professionals in the Department of Revenue.

H.B. 58 ignores the fact that the Department of Revenue has spent
years familiarizing itself with the facts and law associated with
the disputed issues. Tax settlements should be reached in an
environment free from the pressures of the political arena and
with professionals whose backgrounds and training have prepared
them to deal with unbelievably complicated tax issues. Under
H.B. 58, Standard would view negotiations with the Department of
Revenue as merely preliminary, and not final, while the ultimate
tax payment would probably be the same, the time period would be
extended, manpower and costs unnecessarily increased, and the

likelihood of litigation heightened.

CONCLUSION

In summary, we object to H.B. 58, because:



H.B. 58 empowers a legislative panel to perform functions
properly reserved to the Executive Branch and delegated to
the Department of Revenue.

Despite sanctions against disclosure of confidential
information, wunauthorized disclosure of confidential
material may result and such disclosure could cause Standard

Alaska material competitive harm.



TESTIMONY OF

MARY L. JENSEN
EXXON COMPANY, U.S.A.

BEFORE

HOUSE FINANCE COMMITTEE

ON
HOUSE BILL 58

JUNEAU, ALASKA
February 17, 1987



MY NAME 1S MARY JENSEN. I AM THE ALASKA TAX
ATTORNEY FOR EXXON COMPANY, U.S.A. WE APPRECIATE
THE OPPORTUNITY TO PRESENT TESTIMONY IN OPPOSITION

OF HOUSE BILL 58.

HOUSE BILL 58 WOULD PERMIT THE DEPARTMENT OF REVENUE
TO PROVIDE CONFIDENTIAL TAXPAYER INFORMATION TO
LEGISLATIVE COMTTEES, THEIR EMPLOYEES AND AGENTS.
WE OPPOSE THIS BILL FOR THE FOLLOWING REASONS:

WE BELIEVE THIS BILL IS UNNECESSARY;

IT WOULD [INCREASE THE RISK OF UNAUTHORIZED

DISCLOSURE OF CONFIDENTIAL TAXPAYER INFORMATION
TO THE PUBLIC AND TO INDIVIDUALS;

IT WOULD IMPEDE THE EFFECTIVE ADMINISTRATION OF
THE STATE®"S TAX LAWS.

WE WOULD LIKE TO DISCUSS EACH OF THESE POINTS IN

MORE DETAIL.



HB 58 IS UNNECESSARY

THE LEGISLATURE CURRENTLY HAS SUFFICIENT STATUTORY
AUTHORITY TO MONITOR THE OPERATIONS OF THE DEPART—
MENT OF REVENUE. AS 24.20.271 PROVIDES THE LEGISLA—
TURE OVERSIGHT AUTHORITY OVER THE TAX REVENUE
COLLECTION FUNCTION OF THE DEPARTMENT OF REVENUE.

IN ADDITION, AS 43.05.010 REQUIRES THE COMMISSIONER
OF REVENUE ANNUALLY TO REPORT AND MAKE RECOMMENDA—
TIONS TO THE GOVERNOR AND LEGISLATURE CONCERNING THE
EFFICIENCY AND EFFECTIVENESS OF THE DEPARTMENT AND
THE ADMINISTRATION OF THE TAX LAWS. THEREFORE,

HB 58 IS UNNECESSARY AND, AS WRITTEN, WOULD BLUR THE
CONSTITUTIONAL BOUNDARIES BETWEEN THE EXECUTIVE AND

LEGISLATIVE BRANCHES OF GOVERNMENT.

UNWARRANTED RISK OF DISCLOSURE OF HIGHLY SENSITIVE
TAXPAYER INFORMATION

DURING THE AUDIT PROCESS, THE DEPARTMENT OF REVENUE
REVIEWS HIGHLY PROPRIETARY BUSINESS [INFORMATION TO
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DETERMINE THE ACCURACY OF A TAXPAYER®"S REPORTED TAX
LIABILITY. HB 58 WOULD PERMIT DISCLOSURE OF ALL
THIS INFORMATION TO A LEGISLATIVE COMMITTEE, ITS
EMPLOYEES AND AGENTS, [INCLUDING TEMPORARY, CONTRACT
EMPLOYEES.  THIS GREATLY EXPANDED DISTRIBUTION OF
HIGHLY PROPRIETARY INFORMATION INCREASES THE RISK OF
UNAUTHORIZED DISCLOSURE TO THE PUBLIC AND TO

COMPETITORS.

IN ADDITION, NO BILL CAN PROVIDE TAXPAYERS WITH
COMPLETE PROTECTION FROM DISCLOSURE OF PROPRIETARY
TAXPAYER  INFORMATION. THE  ALASKA  CONSTITUTION
PROVIDES TO LEGISLATORS IWIUNITY FROM CRIMINAL AND
CIVIL SANCTIONS FOR UNAUTHORIZED DISCLOSURE OF
CONFIDENTIAL INFORMATION IF MADE IN THE EXERCISE OF
THEIR LEGISLATIVE DUTIES. ALSO, DISCLOSURE MAY
OCCUR IN A MANNER THAT PRECLUDES IDENTIFICATION OF
THE RESPONSIBLE PARTY. THE TAXPAYER"S ONLY REAL
PROTECTION IS TO LIMIT THE INFORMATION PROVIDED.

4 .
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IMPEDE EFFECTIVE ADMINISTRATION OF TAX LAMS

THE DEPARTMENT OF REVENUE RECEIVES FROM TAXPAYERS A
BROAD RANGE OF INFORMATION, SOME OF WHICH IS
EXTREMELY CONFIDENTIAL. DISCLOSURE TO THE PUBLIC
AND, POTENTIALLY, TO COMPETITORS COULD BE DAMAGING.
HB 58 WOULD MAKE THE TAXPAYER MORE RELUCTANT TO

PROVIDE SUCH CONFIDENTIAL INFORMATION.

FURTHERMORE, SINCE HB 58 DOES NOT LIMIT THE SCOPE
AND PURPOSE OF THE LEGISLATIVE REVIEW OF TAX
MAHERS, THE LEGISLATURE COULD INTRUDE IN THE AUDIT
AND SEHLEMENT PROCESS WHICH 1S THE RESPONSIBILITY
OF THE DEPARTMENT OF REVENUE. SUCH AN INTRUSION
WOULD INCREASE THE STATE"S ADMINISTRATIVE COSTS AND

FURTHER DELAY THE RESOLUTION OF TAX DISPUTES.

HB 58 IS NOT IN THE BEST INTERESTS OF THE STATE OR
THE TAXPAYER, AND WE URGE THE HOUSE FINANCE
COMMIHE E TO REJECT THIS PROPOSAL.

5.



ATLANTIC RICHFIELD COMPANY TESTIMONY ON HB 58

HOUSE OF REPRESENTATIVES FINANCE COMMITTEE

MARCH 5, 1987

My name is Robert Nelson, Il am a Tax Attorney with Atlantic

Richfield Company in Anchorage. Il am here today to offer testi —

mony opposing HB 58,

First, let me express our appreciation for the opportunity

TO STATE OUR CONCERNS ABOUT HB 58 AND TO OFFER INPUT DURING THE

LEGISLATIVE DRAFTING PROCESS OVER THE PAST TWO WEEKS,

Although ARCO understands the legislature®™ concerns about

CERTAIN CONFIDENTIAL TAXPAYER [INFORMATION, WE OPPOSE HB 58, THE

LEGISLATION, AS CURRENTLY DRAFTED, GOES BEYOND WHAT WE CONSIDER

ACCEPTABLE, PARTICULARLY IN THE CONTEXT OF ALASKA®S UNIQUE AND

SMALL TAXPAYER POPULATION AND THE UNIQUE BUSINESS RELATIONSHIP

THAT THE OIL [INDUSTRY HAS WITH THE STATE.

ARCO IS OPPOSED TO AiiY TAXPAYER INFORMATION DISCLOSURE

LEGISLATION WHICH WOULD PERMIT THE TRANSFER OF ™"TRANSACTIONAL

DOCUMENTS™. SIMILARLY WE MUST OPPOSE ANY LEGISLATION WHICH WOULD
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PERMIT THE DEPARTMENT OF REVENUE TO TRANSFER SUMMARY DOCUMENTS

WHICH WOULD HAVE THE EFFECT COF DISCLOSING THE [IDENTITY OF THE

TAXPAYER OR THE TAXPAYER"S TRADING PARTNERS OR WHICH WOULD

ATTRIBUTE THE COMMERCIAL DETAILS OF A PARTICULAR TRANSACTION TO A

PARTICULAR PRODUCER. THESE TRANSACTIONAL DOCUMENTS AND THE

DETAILS OF TO WHOM AND IN WHAT MANNER WE BUY AND SELL IN CARRYING

OUT OUR BUSINESS ARE SENSITIVE AND VALUABLE ASSETS.

Particularly troubling is the potential anti-trust and anti —

competitive CONSEQUENCES OF PROVIDING SPECIFIC CRUDE OIL SALES

AND PRICING INFORMATION TO A BODY SUCH AS THE LEGISLATURE WHICH

HAS ALSO ASSUMED AUTHORITY TO REVIEW AND APPROVE THE STATE®S

SALES OF ROYALTY OIL. BECAUSE THE LEGISLATURE HAS CHOSEN TO ACT

ON BEHALF OF THE STATE IN REVIEWING AND APPROVING SALES CONTRACTS

OF THE STATE"S ROYALTY OIL, THE LEGISLATURE SHOULD NOT SEEK TO

OBTAIN PROPRIETARY DATA THAT COULD BE USED TO THE ECONOMIC

DISADVANTAGE OF ITS COMPETITORS IN THE CRUDE OIL MARKET, HUY

DISSEMINATION OF THIS SENSITIVE TRANSACTIONAL [INFORMATION BEYOND

the Department of Revenue creates, in our view, an unacceptable

RISK THAT IS CENTRAL TO OUR OPPOSITION TO HB 58.
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Further, ARCO is opposed to HB 58"S provisions under which

the Department of Revenue would be permitted to transfer con—

fidential TAXPAYER INFORMATION WITHOUT THE LEGISLATURE®"S EVEN

HAVING EXPRESSED ITS DESIRE OR NEED FOR THE [INFORMATION. WE ARE

CONCERNED THAT SUCH A PROVISION UNNECESSARILY COMPROMISES THE

BALANCE BETWEEN PROTECTING THE TAXPAYER®"S RIGHTS TO PRIVACY AND

TO PROTECT CONFIDENTIAL BUSINESS DATA ON THE ONE HAND, AGAINST

THE LEGISLATURE®S NEEDS AND DESIRES TO EXAMINE THIS SENSITIVE AND

CONFIDENTIAL INFORMATION ON THE OTHER, ARCO OPPOSES  ANY

LEGISLATION WHICH PERMITS SUCH UNREQUESTED TRANSFERS OF

INFORMATION.

Thank you.



Testimony of
MARY L. JENSEN
Exxon Company, U.S_A.
House Finance Committee
CSHB-58

March 5, 1986
My name 1is Mary Jensen. I am the Alaska Tax Attorney for Exxon
Company, U.S_.A. We wish to thank the House Finance Subcommittee for
the opportunity to seek improvements to HB-58. We appreciate the
committee members® and other participants efforts to balance the

interests of the legislature in reviewing tax information with the

privacy interests of the taxpayer.

While we have a greater appreciation of each others®" interests, we

were unable to agree on these issues:

0 The definition of taxpayer return and return information.

0 The commissioner™s role in providing unreguested taxpayer

information to the legislature.

0 The security procedures governing the transmittal of

taxpayer information to the legislature.

The first and most important issue is the virtually unlimited
proposed definition of taxpayer return and return information

subject to disclosure.

We believe this definition should be narrowed to, at a minimum,

exclude transactional documents. Without this exclusion, taxpayers



would be discouraged from freely providing the Department of Revenue
with proprietary documents whose release could result in substantial
harm to their competitive position. This would unnecessarily

interfere with resolution of tax disputes within the current audit

process.

Second, the current proposal allows the commissioner to become an
active participant in the legislative process. We believe the
separation of powers mandates that his role be limited to providing

the information requested by the legislature by simple resolution.

Finally, the current proposal requires the adoption of regulations
governing the transmittal of taxpayer information to the

legislature. We believe that Section 7(h) should be expanded to

provide for:

0 Centralized safekeeping of taxpayer information,

0 An accounting of the transferred information to the
taxpayer.

0 Sanctions imposed upon the Department and its employees

for non-compliance with Section 7 (h).

Again, we appreciate the opportunity to contribute to the Finance
Subcommittee®s efforts on this bill and regret that we cannot

support the resulting committee substitute.
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PROPOSED CSHB 58 (FIN) RELATING TO CONFIDENTIAL TAX INFORMATION
OF THE DEPARTMENT OF REVENUE.

Changes to CSHB 58 (Jud):

AS 43.05.230(f). Establishes penalties for violation of the
confidentiality provisions. A "knowing"™ violation is a class A
misdemeanor; a "negligent”™ violation 1is subject to a civil
penalty of $5000. The Judiciary CS contained a penalty (class A
misdemenaro) only for an "intentional™ violation.

AS 43.05.232. Creates a new section of statute to deal
specifically with the transfer of confidential tax information.
The Judiciary CS proposed amendments to existing AS 43.05.230.
This is simply a change 1in drafting style.

(a) Establishes purposes for which tax information may be
transferred to the legislature (to assist in consideration of tax
legislation, oversight of the administration of tax laws,
including the review of settlements, litigation, and audits, or
estimation of future state revenues), and purposes for which
information may not be transferred (to direct the executive
branch in 1ts audit, litigation, or settlement efforts, or to
embarrass, harrass, or discriminate against a taxpayer).
Judiciary CS did not contain purposes.

(b) Clarifies that the committee chair or co-chair rnay
request information from the department once a Simple Resolution
has been adopted by the legislature. Judiciary CS allowed the
"committee" to request.

(c) Requires the commissioner to provide affected taxpayers
with a copy of his written finding that the transfer of
information is iIn the best interest of the state. Lists points
the commissioner must consider in making his finding (whether the
information would demonstrate the application of a tax or the
effect of a change in tax law, assist 1In estimating revenues, or
clarify information provided by a taxpayer, and the potential
harm a taxpayer may suffer by the possible subsequent illegal
disclosure of the information). Judiciary CS did not require
that a copy of the finding be provided, and listed the above
points as criteria which the information must meet before it
could be transferred, rather than as considerations the
commissioner must make.



(d) Clarifies that confidential information may be
considered only in executive session, and that all legislators
may attend the session. Authorizes the chair or co-chair to
designate employees and agents to review the tax information and
attend the executive session, and directs the chair/co-chair to
seek to minimize the number of employees designated. Authorizes
the chair/co-chair to allow the taxpayer whose returns are being
considered to attend the executive session. Because of the
drafting style used in the Judiciary CS, it was not clear as to
when executive session was required. The Judiciary CS contained
no language on keeping employees/agents to a minimum, and
expressly allowed the taxpayer to attend the executive session.

(e) Requires that the commissioner notify the taxpayer of
the contents of the information transferred to the committee.
Judiciary CS required notice of transfer, but not a content Ilist.

(f) Requires that, when more than onetype of information
will satisfy the legislature™s request, the commissioner choose
the information which is the least commercially sensitive.
Judiciary CS contained no such provision.

(g) Specifies that prior to receiving confidential
information, legislators, employees, and agents must sign a form
acknowledging that disclosure of the information 1is prohibited by
law, and agreeing to abide by safekeeping procedures adopted by
the department. The Judiciary CS did not include the provision
regrding departmental procedures.

(h) Requires that the correnissioner adopt regulations
governing the transmittal, receipt, safekeeping, duplication, and
accounting for return of the information. Judiciary CS provided
for the commissioner and each legislative committee to adopt
procedures.

(J) Defines "return™ and "return information” as it 1is
defined in federal law. Judiciary CS provided no definition.

Section 8. Amends existing law to allow the department to grant
taxpayers an extension for filing their returns. Judiciary CS
contained no such provision.

Section 9. Specifies that the act applies to all returns and
return information in the possession of the department on the
effective date of the act. Judiciary CS contained no such

provision.



March 5, 1987

CSHB 58 (Fin) Relating to confidential tax information of the
Department of Revenue

The subcommittee™s work sessions resulted 1in consensus being
reached on several points.. The following are points on which the
subcommittee members agree, but on which the industry representa—
tives who attended the work session do not:

1) Definition of "tax return”™ and "return information."

The subcommittee agreed to use the federal definition, which
is very inclusive and would allow legislative access to a
wide range of information filed with the Department of
Revenue. Industry representatives expressed concern that
this would 1include proprietary information such as specific
transactional agreements with third parties. They argued
that possible subsequent illegal disclosure of such informa—
tion would bevery damaging to a company®"s competitive
position. Additionally, industry argued that such sensitive
information was not of the type the Legislature needs to
investigate tax laws and policies.

In an attempt to address this concern, the subcommittee
added language to HB 58 which: a) Increases the penalties
for disclosure (page 4, lines 14-17); b) Requires the
commissioner to transfer the least commercially sensitive
information that meets the legislature®s request (page 7,
lines 9-12); c¢) Requires the implementation of regulations
that govern the transmittal and safekeeping of confidential
documents (page 7, line 29 through page 8, line 3); and d)
Minimizes the number of legislative employees and agents who
would have access to the information (page 6, lines 21-22).

2) The commissioner®s ability to initiate the transfer of
informat ion.

The subcommittee agreed to authorize the commissioner, under
certain conditions, to come forward with confidential
information (i.e., passage by the legislature of a simple
resolution would not be required). The subcommittee felt
this would provide a needed avenue when the legislature may
not be aware of specific problems, as in the case of the
Administration advancing its own tax legislation.
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Mike Greany, Director

Legislative Finance Division
Legislative Budget and Audit Committee
Pouch WF - State Capitol

Juneau, Alaska 99811

Dear Mr. Greany:

You have asked whether the Departments of Law and
Revenue are prohibited, under AS 43.05.230, from disclosing to
the Legislature or the public information relating to outstanding
assessments against corporate taxpayers, including the identity

of those taxpayers. You have further asked whether, if the
statute currently prohibits that disclosure, it would be legal to
amend it to permit disclosure. We conclude that AS 43.05.230

prohibits the_ contemplated disclosure, but that, within certain
limitations, it might be possible to amend the statute to pernmit
soma disclosure to the Legislature.

AS 43.05.230 provides that, with certain exceptions, it
is unlawful to divulge the particulars set out or disclosed on a
return or report made under Title 43. The exceptions include
disclosure to the taxpayer or in connection with an official
investigation of the Department of Revenue, and exchange agree—
ments with other states, the United States and the Multistate Tax
Commission. The exceptions, then, do not include disclosure to
the Legislature or to the public.
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AS 43.05.230(e) provides that the section does not
prohibit the publication of statistics that do not disclose

particular taxpayers. Thus, under this language, the Department
may disclose the aggregate amounts that have been assessed
against categories of taxpayers under various taxes. I under—

stand that this information is ~currently available to the
Legislature.

That subsection further permits publication of the
names of delinquent taxpayers. Our office has recently analyzed
this section, and concluded that publication should not be made
until the appeal period under AS 43.05.240 has run. Inf. A.G.
Op. August 21, 1985. Thus, a taxpayer who has filed a protest
and appealed an assessment is not a "delinquent taxpayer"™ for the
purposes of this section.

Thus, AS 43.05.230, as presently drafted, prohibits the
release of the contemplated information to the Legislature or to
the public. Your question then becomes whether the constitutions
of Alaska and the United States would permit amendment of the
statute to authorize the disclosure.

Before turning to the constitutional analysis, it will
be helpful to set out the rationale for laws protecting the

confidentiality of tax information. There are several. The most
obvious 1is the protection of the privacy interest of the tax-—
payer, coupled with concern with protection from
self-incriminatory demands. Since tax returns are mandatory,

governments have long been sensitive to the "substantial and
difficult constitutional questions [posed by obligatory reports
which] touch wupon intimate areas of an individual®s personal
affairs [and which] can reveal much about a person"s activities,
associations, and beliefs."™ California Bankers Assn. v. Shultz.
416 U.S. 21, 78-79 (1973). Thus, tax confidentiality statutes
reflect legislative protection of an individual®s Fifth Amendment
(self-incrimination), Fourth Amendment (search and seizure), and
First Amendment (free association) rights, as well as the right
to privacy.

Tax confidentiality statutes are also based on a
legislative recognition that our tax laws rely heavily on
voluntary assessment and compliance, and that compliance is
enhanced when the information provided 1is protected. Thus, the
"purpose of ... statutory provisions prohibiting disclosure is to
facilitate tax enforcement by encouraging a taxpayer to make full
and truthful declarations 1in his return, without fear that these
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statements will be revealed or used against him for other pur—

poses." Webb v. Standard Oil Co., 319 P.2d 621, 624.

The constitutional underpinnings of confidentiality
statutes primarily protect the rights of individuals. At least
under the United States Constitution, these protections may not
as strong for corporations. California Bankers, sunra. at 55,
65-66. However, the United States Supreme Court has held that

the Fourth Amendment protection from unreasonable searches and
seizures extends to business premises at least to the extent of
requiring a warrant before a search. G.M. Leasing Coro, V.
United States. 429 U.S. 338 (1977). Probably the strongest
constitutional protection at 1issue here would be the right to
privacy set out in the Alaska Constitution, article 1, section
22.

Former Attorney General John Havelock expressed the
opinion that Alaska®"s tax confidentiality statute protected
information "within the ambit of the protection intended to be
afforded by the Right of Privacy” 1in the Alaska Constitution.
1972 Op. Att"y Gen. #8. It is not clear whether that provision
protects corporations. In Hilbers v. Municipality of Anchorage.
611 P.2d 31, 43 (Alaska 1980), the court held that the
"" [commercial and public®™ aspects of appellants®- massage parlor
activities remove the shield of privacy from these activities."
However, 1in Woods & Rohde, Inc. v. State, Dept, of Labor. 565 P.
2d 138 (Alaska 1977), the court, in holding that the Alaska
constitution prohibits warrantless searches of business premises,
stated that its conclusion was "bottomed on the amendment to our
constitution found in article I, section 22._." We will assume
that Alaska®"s privacy protection extends, at least to some
degree, to corporations. It may be that our court would hold,
for example, that the —constitutional ©provision protects a
corporation®s proprietary or sensitive information. In addition,
the line between personal activity and corporate activity may be
a thin one, particularly in the case of small, closely held
corporations.

Further, a business may have a privacy interest
unrelated to proprietary information: it could be argued that the
simple disclosure of the existence of an assessment could be
embarrassing, since it might 1imply delinquency or tax evasion.
The Department of Revenue tells me that a great many assessments
against taxpayers are reduced during the review process within
the department. That 1is, the taxpayer may prevail, before the
department, on one or more 1issues at the informal conference
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level, after a formal conference, or after a hearing. A taxpayer
who 1is making a legitimate, good faith (and perhaps successful)

argument that an assessment 1is not due is in a very different
position from one against whom the issues have been decided and
who still does not pay. If the Department were to disclose the
amounts of contested assessments, taxpayers would 1likely chal—
lenge that disclosure as an invasion of a privacy interest.

The test for interests protected under the Alaska
Constitution®s privacy amendment is that a person have an actual
expectation of privacy, and that the expectation be one society

is prepared to recognize as reasonable. Hilbers, supra. 611 P.2d
at 42. If a privacy interest 1is implicated, then that interest
must be balanced against the public interest in disclosure. At

least as far as certain competitive information is concerned, it
is likely that our court would hold that the privacy interest in
non-disclosure 1is fairly strong - at least unless and until a
taxpayer 1is actually delinquent. Your request for an opinion
does not articulate any particular legislative need-to-know, or
public interest, against which to balance this privacy interest.
As a result, it 1is difficult to predict how our court would
balance the competing interests.

The Department of Revenue has expressed concern that
the simple disclosure of the amount of an assessment might reveal
sensitive information about taxpayers. As an example, the
fisheries business tax 1involves a very simple calculation, and
revealing a taxpayer®"s liability wunder that act would be
tantamount to revealing the volume of fish processed by the
taxpayer. Similarly, in the oil industry, it is possible that
disclosure of assessments could allow one taxpayer to learn
valuable information about the transportation costs or valuation
practices of its competitors.

It is possible that some disclosure could be made to
the Ilegislature that would not reveal sensitive or proprietary
information. At least in the case of a large, publicly held
corporation, whose shareholders are often entitled to tax records
(see. 26 U.S.C. 6103(e)), an expectation of privacy with regard
to at least some tax information might not be very strong, and
might be outweighed by legitimate public interest. However, 1in
view of the potential for the inadvertent revelation of sensitive
information, | believe that the legislature should approach any
amendment to the non-disclosure statute with caution.
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One final consideration should be discussed. The state
presently receives tax information from the United States - and
is authorized to receive information from other states - so long
as that information 1is kept strictly confidential. Federal
regulations adopted under 26 U.S.C. 6103 authorize the IRS to
terminate the exchange of information if the state makes
unauthorized disclosure of federal tax return information re—
ceived under the agreement. The Department of Revenue 1is con—
cerned that the disclosure contemplated by this opinion request
may Jjeopardize the exchange agreement with the IRS.

In conclusion, without an articulation of the public
purpose to be accomplished by the proposed changes, it is impos—
sible to assess whether our supreme court would find a violation
of the state"s privacy amendment. It is possible that a fairly
strong public purpose would outweigh the privacy interests of at
least some types of corporate taxpayers, with respect to at least

some types of information. If this legislation is pursued, the
public purpose sought to be accomplished should be <clearly
articulated. It then would be advisable to limit an amendment to
AS 43.05.230 to the narrowest range of situations that would meet
the legislature®s need for information. The Department of
Revenue should be consulted <concerning the potential for
inadvertent disclosure of proprietary information. Legislation

might be limited to public corporations, and/or to assessments in
excess of a certain dollar amount, or 1in excess of a certain
fraction of the taxpayer®s reported income. In any event,
disclosure should be limited to the name of the taxpayer and the
amount of the assessment, and not include the underlying data or
calculations that went 1into making the assessment, since that
information is often proprietary.

Please let me know if our office can be of any further
assistance.

Sincerely,

Deborah Vogt
Assistant Attorney General
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