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or net profit payment involving a claim that totals, with applicable

2 interest, $10,000.000 0Or more, the commissioner shall, not later than
3] 14 days after commencement of negotiations, advise the governor that
4 negotiations have commenced, and shall provide notice to the governor

at least once during each subsequent 30-day period that the nego-
G'k tiations continue.

7l (h) If the department proposes to compromise or settle a dispute
51 between the department and a person as to a royalty or net profit
9 payment involving a claim that totals, with applicable interest,
10]] $10,000,000 OF more, the commissioner may not enter into an agreement

n | to compromise or settle the dispute without first reviewing the
2, proposed compromise or settlement with the governor.

B (1) The commissioner may not enter into a settlement or compro-
]4[1[ mise of a dispute between the department and a person as to a royalty
15 or net profit payment if the settlement or compromise provides that
15 information relevant to the settlement or compromise, or the terms of
1] the settlement or compromise, are confidential beyond the confiden-
18 tiality otherwise provided for by law.

] (J)) The commissioner shall maintain for review full documenta-
Z)l tion of a settlement or compromise of a dispute between the department
2, and a person as to a royalty or net profit payment.

92ii- * Sec. 5 AS 3805145 is amended by adding new subsections to read:

3 (c) Payment of the royalty to the state under the provisions of

o AS 3805145 - 3805181 hecomes due on the date and in the manner

specified in the lease or in a regulation adopted by the commissioner.

(@) If, after June 30, 191, royalty to which the state Is

77 entitled under AS 3805180 is not paid when it becomes due under (c)

23, of this section notwithstanding AS 09.30.070, the royalty bears in-

5 terest at the rate of five percentage points above the annual rate
SCS C3HB 541(Res) 4



charged member banks for advances by the 12th Federal Reserve Dis-
trict, as established on the first day of each calendar quarter,
compounded quarterly.

Sec. 6 AS 4305060 is amended by adding new subsections to read:

(b) If the department enters into negotiations to resolve a tax
dispute between the department and a taxpayer involving a claim that
totals, with applicable penalty and interest, $10,000000 or more, the
commissioner shall, not later than 24 days after commencement of
negotiations, advise the governor that negotiations have commenced,
ad shall provide notice to the governor at least once during each
subsequent 30-day period that the negotiations continue.

(c) If the department proposes to enter into an agreement under
(@) of this section to resolve a tax dispute Detween the department
and a taxpayer involving a claim that totals, with applicable penalty
and interest, $10000000 or more, the commissioner may not enter into
the agreement without first reviewing the proposed agreement with the
governor.

(d) In making an agreement under (a) of this section, neither °
the department nor the attorney general may agree that information
relevant to the agreement, or the terms of the agreement, are confi- |
dential beyond the confidentiality otherwise provided for by law. The '
department must maintain for review full documentation of the agree-
ment.

- Sec. 7. AS 4305070 is amended by adding new subsections to read:

(c) If the department enters into negotiations to compromise
settle a tax dispute between the department and a taxpayer involving a
claim that totals, with applicable penalty and interest, $10,000,000
or more, the commissioner shall, not later than 14 days after com-
mencement of negotiations, advise the governor that negotiations have

5 SCS CSHB 541(Res)



commenced, and shall provide notice to the governor at least once
during each subsequent 30-day period that the negotiations continue.

(d) If the department proposes to compromise or settle a
dispute between the department and a taxpayer involving a claim that
totals, with applicable penalty and interest, $10,000000 or more, the
commissioner may not enter into the agreement without first reviewing
the proposed compromise or settlement agreement with the governor.

() In compromising a tax or penalty under this section, neit|
the department nor the attorney general may agree that information
relevant to the compromise, or the terms of the compromise, are confi-
dential beyond the confidentiality otherwlse provided for by law. The
department must maintain for review full documentation of the compro-
mise.

*Sec. 8 AS 4305225 is amended to read:

Sec. 4305225, INTEREST CN TAXES. Unless otherwise provided,

(1) until June 30, 1991 when a tax levied in this title Is
not paid on or hefore the date prescribed for its payment, [BECOMES
DELINQUENT] it bears interest at the rate of 12 percent a year|_

(2) after June 30, 1991, when a tax levied in this title is
not paid on or before the date prescribed for its payment, it bears
interest at the rate of five percentage points above the annual rate
charged member banks for advances by the 12th Federal Reserve Dis-
trict, as established on the first day of each calendar quarter,
compounded quarterly.

*Sec. 9 AS 4723025 is amended to read:

Sec. 4723025 RATES OF INTEREST. Until June 30, 1991 the

[THE] rate of interest imposed under AS 47.23.020(a)(2)(C) shall equal

the rate imposed under AS 4305225 or a lesser rate that is the
maximum rate of interest permitted to be imposed under federal law.

SCS C3B 541(Res) -6



After June 30, 1991, the rate of interest imposed under AS 47.23-
020(a)(2)(C) is 12 percent a year or a lesser rate that is the maximum
rate of interest permitted to be imposed tnaer federal law.

-7- SCS CSHB 547 (Res)
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%gdnal sponsor(s): REP. COTTEN, Navarre, Davidson, Gruenberg, Boyer,

IN THE HOUSE BY THE RESOURCES COMMTTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 541(Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to certain agreements, compromises,
and settlements entered into by the Departments of
Natural Resources and Revenue; to legislative audit
of those departments and the release of a report of
the audits, that may include or refer to confidential
information, to the legislature and public; and to
collection and payments of royalties from state
resources, the interest rate on unpaid taxes and
royalties from state resources, and the interest rate
on overpaid taxes."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
* Section 1 AS 05.15.095(c) is amended to read:
(c) A delinquent fee bears interest at the rate of 12 percent a
year [SET BY AS 43.05.225].
*Sec. 2 AS 2420271 is amended to read:
Sec. 2420271 POMRS AD DUTIES. The legislative audit divi-

sion shall
(1) conduct a performance post-audit of hoards an

missions designated in AS 44.66.010 and of those programs and activ-
ities of agencies subject to termination as determined in the manner
set out in AS 4466020 and 44.66.030, and submit the audit, together
with a written report, not later than the first day of the regular
session of the legislature convening in each year set out with refer-

ence to boards, commissions™ or agency programs whose activities are
-1- SCS CSHB H41(Res)



subject to termination as prescribed in AS 44.66
(2) audit at least once every three years the books and
accounts of all custodians of public funds and all disbursing officers

of the state;
(3) at the direction of the Legislative Budget and Audit

Committee, conduct performance post-audits on any agency of state
government;

(4) cooperate with state agencies by offering advice and
assistance as requested in establishing or improving the accounting
systems used by state agencies;

(5) require the assistance and cooperation of all state
officials and other state employees in the inspection, examination®
and audit of state agency books and accounts;

(6) have access at all times to the books, accounts, re-
ports |_ or other records, whether confidential or not, of every state
agency;

(7) ascertain, as necessary for audit verification, the
amount of agency funds on deposit in any bank as shown on the hooks of
the bank; a [NO] bank may not be held liable for making information
required under this paragraph available to the legislative audit
division;

(8) complete studies and prepare reports, memoranda or
other materials as directed by the Legislative Budget and Audit Com
mittee ;

(9 have direct access to any information related to the
management of the University of Alaska and have the same right of
access as exists with respect to every other state agencyj

(10) periodically

(A) conduct a performance audit of the tax functions

CSHB 541 (Res)



of the Department of Revenue; and

(B) submit the audit to the legislature not later than
the first day of the next regular legislative session;
cioannually
(A) conduct an audit of the resolution of disputed
royalties by the Department of Natural Resources and the resolu-

tion of disputed taxes by the Department of Revenue under AS .s.-

05.060 ANl 43.05.070; and

(B) prepare a report summarizing the results of the
audit and submit the audit and the report to the legislature not
later than the first day of the next regular legislative session;

the legislative auditor may disclose information made confiden-

tial by AS 4305230 to a committee of the legislature meeting in

executive session If the committee has adopted procedures to
protect the confidentiality of the information.
*Sec. 3 AS 34.45470(a) is amended to read:

(3) A person who fails to pay or deliver property within th
time prescribed by this chapter may be required to pay to the depart-
ment interest at the [ANNUAL rate of 12 percent a year [CALCULATED
UNDER AS 4305225 on the property or the value of it from the date
the property should have been paid or delivered.

* Sec. 4. AS 3805035 is amended by adding new subsections to read:

(0) It the department enters into negotiations to compromise o
settle a dispute between the department and a person as to a royalty
or net profit payment involving a claim that totals, with applicable
interest, $10,000000 or more, the commissioner shall, not later than
Y days after commencement of negotiations, advise the governor that
negotiations have commenced, and shall provide notice to the governor
at least once during each subsequent 30-day period that the

-3- SCS CSHB 541 (Res)
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negotiations continue.

(h) If the department proposes to compromise or settle a dispute
between the department and a person as to a royalty or net profit
payment involving a claim that totals, with applicable interest,
$10,000,000 or more- the commissioner may not enter into' an agreement
to compromise or settle the dispute without first reviewing the
proposed compromise or settlement with the governor.

(1) The commissioner may not enter into a settlement or compro-
mise of a dispute between the department and a person as to a royalty
or net profit payment if the settlement or compromise provides that
information relevant to the settlement or compromise, or the terms of
the settlement or compromise, are confidential beyond the confiden-
tiality otherwise provided for by law.

(J) The commissioner shall maintain for review full documenta-
tion of a settlement or compromise of a dispute between the department
and a person as to a royalty or net profit payment.

Sec. 5 AS 3805145 is amended by adding new subsections to read:

(c) Payment of the royalty to the state under the provisions of
AS 3805145 - 3805181 becomes due on the date and in the manner
specified inthe lease or in a regulation adopted by the commissioner.

(@) If royalty to which the state is entitled under AS 38.05.180
IS not paid when it becomes due under(c) of this section notwith-
standing AS 09.30.070, the royalty hears interest at the rate of five
percentage points above the annual rate charged member banks for
advances by the 12th Federal Reserve District, as established on the
first day of each calendar quarter, compounded quarterly.

* Sec. 6. AS 4305060 is amended by adding new subsections to read:

() If the department enters into negotiations to resolve a tax
dispute between the department and a taxpayer involving a claim that

SCS CHB 541(Res) -4
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totals, with applicable penalty and interest, $10,000,000 or more, the
commissioner shall, not later than 24 days after commencement of
negotiations, advise the governor that negotiations have commenced,
and shall provide notice to the governor at least once during each
subsequent 30-day period that the negotiations continue.

(c) If the department proposes to enter into an agreement under
(a) of this section to resolve a tax dispute between the department
and a taxpayer involving a claim that totals, with applicable penalty
and interest, $10000000 or more, the commissioner may not enter into
the agreement without first reviewing the proposed agreement with the
governor,

(d) In making an agreement under (a) of this section, neither
the department nor the attorney general may agree that information
relevant to the agreement, or the terms of the agreement, are confi-
dential beyond the confidentiality otherwise provided for by law. The
department must maintain for review full documentation of the agree-
ment .

* Sec. 7. AS 4305070 is amended by adding new subsections to read:

(c) If the department enters into negotiations to compromise or
settle a tax dispute between the department and a taxpayer involving a
claim that totals, with applicable penalty and interest, $10,000,000
or more, the commissioner shall, not later than 14 days after com
mencement of negotiations, advise the governor that negotiations have
commenced, and shall provide notice to the governor at least once
during each subsequent 30-day period that the negotiations continue.

() If the department proposes to compromise or settle a tax
dispute between the department and a taxpayer involving a claim that
totals, with applicable penalty and interest, $10,000,000 or more, the

commissioner may not enter into the agreement without first reviewing
-5- SCS CSHB 541 (Res)
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the proposed compromise or settlement agreement with the governor.

(e) In compromising a tax or penalty under this section, neithe
the department nor the attorney general may agree that information
relevant to the compromise, or the terms of the compromise, are confi-
dential beyond the confidentiality otherwise provided for by law. Tho
department must maintain for review full documentation of the compro-
mise .

*Sec. 8 AS 4305225 is amended to read:

Sec. 4305225 INTEREST ON TAXES. Unless otherwise provided,
when a tax levied in this title is not paid on or before the date
prescribed for its payment, [BECOMES DELINQUENT] it bears interest at
the rate of five percentage points above the annual rate charged
member banks for advances by the 12h Federal Reserve District, as

“ established on the first day of each calendar quarter, compounded
* quarterly [12 PERCENT A YEAR|.

% Sec. 9 AS 4723025 is amended to read:

§ Sec. 4723025 RATES OF INTEREST. The rate of interest imposed
* under AS 47.23.020(a)(2)(C) is 12 percent a year [SHALL EQUAL THE RATE
8 IMPOSED UNDER AS 43.05.225] or a lesser rate that is the maximum rate
2 of interest permitted to be imposed under federal law.
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AMENDMENT

OFFERED IN THE SENATE
T0: SCS CSHB 541 (Resources)
Page 6, after line 20:

Insert a new bill section to read:

"*Sec. 10, INTEREST ON DELINQUENT ROYALTY AND TAXES DUE ON
EFFECTIVE DATE OF THIS ACT. The interestrate set by
AS 38.05.145(d), added by sec. 5 of thisAct, and AS 43.05.225,
amended by sec. 8 of this Act does not appi?y to, or compound on,

interest accrued before the effective date of this Act.



Chenoweth

AMENDMENT

OFFERED IN THE SENATE
10 SCS CSHB 541 (Resources)

Page 6, after line 20
Insert a new bill section to read:

"* Sec. 10 INTEREST ON DELINQUENT TAXES DUE CN EFFECTIVE DATE CF THIS
ACT.  For delinquent taxes duebefore and remaining unpaid on the effective
date of this Act, interest onthe delinquent taxesfor the period between
the date of delinquency and the effective date of this Act must be computed
under AS 4305225 as that section read before its amendment by sec. 8 of
this  Act and, notwithstanding the amendment of AS4305225 by this Act,
may not be computed as compound interest.”

-1- 5/6/90



OFFERED IN THE SENATE
TO: SCS CSHB 541 (Resources)
Page 6, after line 20:
Insert a new bill section to read:
"*Sec. 10. INTEREST ON DELINQUENT ROYALTY AND TAXES DUE ON
EFFECTIVE DATE OF THIS ACT. The interest rate set by
AS 38.05.145(d), added by sec. 5 of this Act, and AS 43.05.225,

amended by sec. 8 of this Act does not apply to, or compound on,
interest accrued before the effective date of this Act.
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Q}H%”a' sponsor(s): REP. COTTEN, Navarre, Davidson, Gruenberg, Boyer,

IN THE HOUSE BY THE RESOURCES COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 54?(Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to certain agreements, compromises,
and settlements entered into by the Departments of
Natural Resources and Revenue; to legislative audit
of those departments and the release of a report of
the audits, that may include or refer to confidential
information, to the legislature and publi ;? and to
collection and payments of royalties from state
resources, the interest rate on unpaid taxes and
royalties from state resources, and the interest rate
on overpaid taxes."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
* Section 2. AS 05.15.095(c) is amended to read:

(c) Until June 30, 1991a [A] delinquent fee hears interest at
the rateset by AS 4305225 After June 30, 1991, a delinquent fee
bears interest at the rate of 12 percent a year.

*Sec. 2 AS 2420271 is amended to read:
Sec. 2420271 POMRS A\D DUTIES. The legislative audit divi-

sion shall
(1) conduct a performance post-audit of boards al

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

ities of agencies subject to termination as determined in the manner

set out in AS 4766.020 and 44.66.030, and submit the audit, together

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

session of the legislature convening in each year set out with
-1- SCS CSHB 54 1(Res)



"WORK DRAFT "MSP WORK DRAFT WORK DrS S

reference to hoards, commissions™ or agency programs whose activities
are subject to termination as prescribed in AS 44.66;

(2) audit at least once every three years the books and
accounts of all custodians of public funds and all dishursing officers

of the state;
(3) at the direction of the Legislative Rudget and Audit

Committee, conduct performance post-audits on any agency of state

government;
(4) cooperate with state agencies by offering advice and

assistance as requested in establishing or improving the accounting
systems used hy state agencies;

(5) require the assistance and cooperation of all state
officials and other state employees in the inspection, examination®
and audit of state agency hooks and accounts;

(6) have access at all times to the books, accounts, re-
ports" or other records, whether confidential or not, of every state
agency;

(7) ascertain, as necessary for audit verification, the
amount of agency funds on deposit in any bank as shown on the books of
the bank; a [NO] bank may not be held liable for making information
required under this paragraph available to the legislative audit
division;

(8) complete studies and prepare reports, memoranda® or
other materials as directed by the Legislative Budget and Audit Com
mittee ;

(9 have direct access to any information related to the
management of the University of Alaska and have the same right of
access as exists with respect to every other state agency|

(10) periodically

SCS CSHB 541 (Res) -2-
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(A) conduct a performance audit of the tax functions
of the Department of Revenue; and
(B) submit theaudit to the legislature not later than
the firstday of the nextregular legislative session;
(11) annually
(A) conduct an audit of the resolution of disputed
royalties by the Department of Natural Resources and the resolu-

tion of disputed taxes by the Department of Revenue under AS 43-

05060 and 43.05.070; and

(B) prepare a report summarizing the results of the
audit and submit the audit and the report to the legislature not
later than the first day of the next reqular legislative session;
the legislative auditor may disclose information made confiden-
tial by AS 4305230 to a committee of the legislature meeting in
executive session If the committee has adopted procedures to
protect the confidentiality of the information.

*Sec. 3 AS 34.45470(a) is amended to read:

(@) Until June 30, 1991, a [A] person who fails to pay or
deliver property within the time prescribed by this chapter may be
required to pay to the department interest at the annual rate calcu-
lated under AS 4305225 on the property or tht value of it from the
date the property should have been paid or delivered. After June 30
1991, a person who fails to pay or deliver property within the time
prescribed by this chapter may be required to pay to the department
Interest at the rate of 12 percent a year on the property or the value
of it from the date the property should have been paid or delivered.

*Sec. 4 AS 3805035 is amended by adding new subsections to read:

(0) [f the department enters into negotiations to compromise ol

settle a dispute between the department and a person as to a royalty
-3- SCS CSHB 541 (Res)



or net profit payment involving a claim that totals, with applicable
interest, $10,000000 or more, the commissioner shall, not later than
1 days after commencement of negotiations, advise the governor that
negotiations have commenced, and shall provide notice to the governor
at least once during each subsequent 30-day period that the nego-
tiations continue.

(h) If the department proposes to compromise or settle a dispute
between the department and a person as to a royalty or net profit
payment involving a claim that totals, with applicable interest,
$10,000,000 or more, the commissioner may not enter into an agreement
to compromise or settle the dispute without first reviewing the
proposed compromise or settlement with the governor.

(1) The commissioner may not enter into a settlement or compro-
mise of a dispute between the department and a person as to a royalty
or net profit payment if the settlement or compromise provides that
information relevant to the settlement or compromise, or the terms of
the settlement or compromise, are confidential beyond the confiden-
tiality otherwise provided for by law.

() The commissioner shall maintain for review full documenta-
tion of a settlement or compromise of a dispute between the department
and a person as to a royalty or net profit payment.

* Sec. 5 AS 3805145 is amended by adding new subsections to read:

(c) Payment of the royalty to the state under the provisions of
AS 3805145 - 3805181 hecomes due on the date and in the manner
specified in the lease or in a regulation adopted by the commissioner.

(d) If, after June 30, 1991, royalty to which the state is
entitled under AS 3805180 is not paid when it becomes due under (c)
of this section notwithstanding AS 09.30.070, the royalty bears in-
terest at the rate of five percentage points above the annual rate

SCS CSHB 541 (Res) -4-
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charged member banks for advances by the 12th Federal Reserve Dis-
trict, as established on the first day of each calendar quarter,
compounded quarterly.

* £ec. 6. AS 4305060 is amended by adding new subsections to read:

() If the department enters into negotiations to resolve a tax
dispute between the department and a taxpayer involving a claim that
totals, with applicable penalty and interest, $10,000000 or more, the
commissioner shall, not later than 24 days after commencement of
negotiations, advise the governor that negotiations have commenced,
and shall provide notice to the governor at least once during each
subsequent 30-day period that the negotiations continue.

(c) If the department proposes to enter into an agreement under
(a) of this section to resolve a tax dispute between the department
and a taxpayer involving a claim that totals, with applicable penalty
and interest, $10,000000 or more, the commissioner may not enter into
the agreement without first reviewing the proposed agreement with the
governor,

() In making an agreement under (a) of this section, neither
the department nor the attorney general may agree that information
relevant to the agreement, or the terms of the agreement, are confi-
dential beyond the confidentiality otherwise provided for by law. The
department must maintain for review full documentation of the agree-
ment.

* Sec. 7. AS 4305070 is amended by adding new subsections to read:

(c) [t the department enters into negotiations to compromise
settle a tax dispute between the department and a taxpayer involving a
claim that totals, with applicable penalty and interest, $10,000,000
or more, the commissioner shall, not later than 24 days after com-
mencement of negotiations, advise the governor that negotiations have

-5- SCS CSHB 541 (Res)



commenced, and shall provide notice to the governor at least once
during each subsequent 30-day period that the negotiations continue.

(@) If the department proposes to compromise or settle a tax
dispute between the department and a taxpayer involving a claim that
totals, with applicable penalty and interest, $10000000 or more, the
commissioner may not enter into the agreement without first reviewing
the proposed compromise or settlement agreement with the governor.

() In compromising a tax or penalty under this section, neither
the department nor the attorney general may agree that information
relevant to the compromise, or the terms of the compromise, are confi-
dential beyond the confidentiality otherwise provided for by law. The
department must maintain for review full documentation of the compro-
mise..

- Sec. 8 AS 4305225 is amended to read:

Sec. 4305225 INTEREST ON TAXES. Unless otherwise provided,

(1) until June 30, 1991, when a tax levied in this title is
not paid on orbefore the date prescribed for its payment, [BECOVES
DELINQUENT] it bears interest at the rate of 12percent a year|_

(2) after June 30, 1991, when a tax levied in this title is
not paid on orbefore the date prescribed for its payment, it bears
Interest at; the rate of five percentage pointsabove the annual rate
charged menber hanks for advances by the 12th Federal Reserve Dis-
trict, as established on the first day of each calendar quarter,
compounded quarterly.

*Sec. 9 AS 4723025 is amended to read:
Sec. 47.23.025. RATES CF INTEREST. Until June 30 1991 the

[THE] rate of interest imposed under AS 47.23.020(a)(2)(C) shall equal
the rate imposed under AS 4305225 or a lesser rate that is the
maximum rate of interest permitted to be imposed under federal law.

SCS CSHB 541(Res) -6-



After June 30, 1991, the rate of interest imposed under AS 47.23-
020(a)(2)(C) is 12 percent a year or a lesser rate that is the maximum
rate of interest permitted to Le imposed under federal law.

~7- SCS CSHB 541(Res)



CS HB ™41 (Fin) Synopsis

CS HB A1 SFln deals with three principal matters reIatlnr%; to oil and quas revenue disputes:
| B& AReport nRo'yaIthaxMtters Internal, Independent Revie ofMaﬂorOH&Gas
Settlements and, Interest Provisions on Outstanding Ro@alty and Tax Payments. A

iv'tional analysis follows:

Sec. 1 (tednical): Amends AS 05.15.095 to keep interest rates on payments relating to
Games ofill and Chance at 12% sinple.  (Amendment by legislativedrafters.)

A LB& A Report on Royalty Tax Matters

Sec. 2: This section amends AS 2420271b adding new subsections to
reﬂUlre the, Leﬂjlalatlve Aud|to to audﬂanﬂ e ori LP rIOdIfC Io the(!_ ag%!sleture on tax
ctions, including an annua reporton t er solution of royalty and tak disputes.
(Amendment propdsed by LB&A.)

Sec. 3 (tedmical):  Amends AS 34.45.470(a) to keep interest rates on payments rclz:;'g o
unclaimedpropertyat 12% sinple. (Amendment by legislatiwdrafters.)

B. Internal, Independent Review of Maior Oil & Gas Settlements

Sec.. 4: Toensure that maHorsettIementsof the State's royalty liti atlon under
AS3805aB #n the vallc Interest, t ds section requires the Commissiorier o atHraI
Res?urces orese ganyr Iyal}y IS ute Involving a claim greatert an $10 million for
acalen ar\}/ear fiye years or more P or t0 the current (ear tg obtain an in eqendent
internal review of the proposed settlement by an individual who was not involved in
negotiating the settlemen

The review will specn% initial ob ectives and how the){ are met and will consider
ow the settlerment affects other ou sta dmg d|s§)NLﬁes Addj |ona||y, this section ﬁrow es

that. the Cornmlsmners not| the ove nor when negotiations have begun; there shall
b aminimum o f 14 d a%s etwee thet|met eComm|TS|oner recewes afmaI?e tlement

offerand the date rove th settlement: no settlement shall extend confidentialit
?LGF\NISG rowéea/ B néu Il documentation s memamtamedorrewew y

mendments by House Resources Committee and House Finance Committee.)

6 and_7: Toensure that major settl mentgof the State’s tax
liti Cfﬂa\tlo unOerAS430 060 or AS, 43.050/0are In t rp “f Interest, these
enhtica sectlonsre uwet Co mlss ner of Revenue, befoesettmqnanly taxdlsgf]

Involvin amounts eatert mill] on forataxz\earﬁve ears or rior
eurrenéﬁ%ar to obtain an m?aeggn ent, internal revie of the proposed sett ement yan
individual who was not involved in negotiating the settlement.

Sections 6 and 7 contain Ian%uage similar to Fectlon 4 excePt that the minimum
hiatus between the time the Comm| ssioner rece|ves afinal settle er and the date s/he
E)provest esettlement IS onl seven 313 fortax cases. Unlike t ero alty case, In which
royatg/rﬁa ers are bound t et erind single case, In tax cases each company |ssep rate
anad settiéme tsare routine. F [ tnis reason, e minimum hiatus 1S re ucg%toseven gs
Not mq mstatl[lte imits t eComm|33|0ner cret|onarypowerto exten atgeno f
complete a settlement reveiw, orfor any ot er#]ur 0se. “(Amendment by Hous
Resources Committee and House Finance Commit ee.)

(OVER)



Fromthe deSkof Richard A. Fineberg 401 8th St. - Apt. 208

Juneau, Alaska 99801 tel 907 / 463-3568
IS Representative Cliff Davidson Date: April 2, 1950
Co-Chair, House Resources Committee (rev. #2)

Representative Curt Menard
Co-Chair, House Resources Committee

flat Comments on HB 541 (0il & Gas Settlement Review)

You have now heard testimony for three days on measures
dealing with oil and gas revenue disputes. I believe the
most important of these bills is KB 541 (Cotten), which
provides straight-forward statutory guidelines for review of
settlements for a tax or royalty claim greater than $10
million, on the books for at least one year and involving a
year at least five years prior to the current year.

Industry representatives have opposed HB 541. More
surprisingly, the Departments of Law and Natural Resources
have also expressed reservations. Since this bill simply

codifies review procedures the Commissioner would use to pass
judgement on settlements of this importance, lack of
departmental support is surprising. While some of the
arguments against KB 541 have merit at first glance, T
believe these arguments are answerable.

As 1 understand them, industry and department staffs
have raised five major points concerning KB 541. These
arguments, along with the response to each, follow:

1. The Commissioner could circumvent this statute
simply by hiring someone to do what the Commissioner wants.

Response: The rubber-stamp problem .is unavoidable
and is no reason not to enact this statute. The fact
is, at this time there are no guidelines in place to
govern this major policy area. With codified procedures
in place specifying internal, independent review, you
are certainly less likely to see a rubber-stamp
settlement than without such procedures. (To cure the
rubber-stamp problem by setting up an independent review
process outside the department was considered and
rejected during the drafting of KB 541 because such a
proposal would add a new layer to an already complicated

process.)



Fineberg 4/2/90 (rev. #2)
Page 2

2. The existence of a review procedure would nrsriermfno

the negotiators * status with ifp industry connrorpar-g.

Response: It is not clear why this 1is
review would undermine the settlement process. HB 541
merely sets out in statute a review similar to what a
Commissioner should do before taking a major policy
step. Industry negotiators must be aware that
settlements involving hundreds of millions of dollars
are public policy issues that can and should be reviewed
by elected public officials before they are put into

place.

3. A settlement of this kind of case 1is too complex to
be reviewed in 14 days.

Response: (A) In fact, | conducted a review
similar to the one set out in HB 541 in the 1938 ARCC
income tax settlement. That review required less than
14 days. (B) Nothing in the proposed statute prevents

the Commissioner from beginning the independent review
earlier; the 14 day hiatus specified in 1IB 541 is simply
a cooling off-period, not a review mechanism.

41 The Commis.slQng-rL_of_ljatLural Resources has .already
specified that she will get a "second opinion"™ from the
litigating attorneys in the royalty litigation.

Response: (A) Even if this were true, what about
future commissioners? Shouldn®"t matters of this
magnitude have statutory guidelines? (B) Nothing 1in r.he
proposed review framework prevents the Commissioner from
seeking the counsel of the litigating attorneys; the
review framework established by HB 541 simply guarantees
the litigating team a sounding board to present its
viewpoint. This is necessary because policy makers have
sometimes discounted the opinions of litigating
attorneys 1in previous settlements because the attorneys
were felt to have a vested interest in continued

litigation.

5. This review will not contribute to Public review by
putting more information in.t-Q th=-Publi.c_.re.c.ord m

Response: This statute was designed to improve
policy execution/ not development or review. However,
it is possible to amend this legislation by requiring



the Commissioner to make a summary of a major settlement
public. (Since settlements covered by KB 541 involve
tax years five years prior, such a provision should not
jeopardize current market information.)

The Department of Revenue has proposed adding sections
pertaining to interest rates and legislative oversight

measures Tfor HB 541. While legislative oversight can improve
the State"s policy formulation and review, the essence of HB
541 deals with policy execution. Post-settlement legislative
review is no substitute for statutory guidelines for the
execution of major oil and gas revenue dispute settlements.

This analysis supports the conclusion that the need for
codified, internal, independent review of major oil and gas

revenue disputes outweighs the arguments against HB 541. In
view of the amounts at 1issue in outstanding cases and the
documented questions concerning past settlements, | believe

HB 541 should be enacted this year.



From the desk of ard A. Fineberg 401 8th St. + Apt 208
U/ 78alU, Alaska 99801 tel 907 / 463-3568

Via Telefax— Return Phone or Fax 907/463-3568

To: Rep. Sam Cotten Date: April 19, 1990
Speaker of the House

Fax#: 907 / 465-2418 No. of Sheets (including thissheet): 3

Re: Effects of Floating Interest Rates

Last night you requested tables comparing the effects of
applying different interest rates to a $100,000 outstanding
tax balance. The attached tables indicate that:

Table 1. Over the last five years, the Department of
Revenue®"s proposed interest rate of 5% above the federal
funds rate, compounded quarterly, would increase the
taxpayer®"s to:*.al payment on outstanding assessment balances
by approximately 10% over payments at the current statutory

rate.

Table 2. If the floating rate proposed by DOR had been

in effect since 1980, the relatively high interest rates of
the early 1980"s would have been reflected in higher taxpayer
payments. Because the holder of that money would have been
able to earn a higher return on that money, the State would
have been well served by the DOR proposal.

To summarize: Based ,on these data, m onclusion is
that in recent years the d|f¥ere BeﬁNeeﬁ fhe cunrent
statutory 12% interest rates dll .the ra BrOpOSG by %
Department of Revenue 1s apprOXImate|y tﬁ/b VET d |V9'year

er|oa When interest rates fluctuate, the DOR proposal will
track those changes more accurately.

These are preliminary data-. To ensure that these tables
correctly reflect the data the Department of Revenue provided
the House Resources Committee, | have requested prompt review

of these tables by the Department of Revenue.



Date

1/1/35
4/1/85
7/1/35
10/1/85
1/1/86
4/1/86
7/1/36
10/1/36
1/1/87
4/1/87
/1/87
10/1/87
/1/88 P i;
4/1/838
7/1/38
10/1/38
1/1/89
4/1/39
7/1/89
10/1/89
1/1/20

12% Simple 12%% Compound

(curtent law) Annual
100,000 : 100,000
112,000 112,000
124,000 125,440
136,000 140493
148,000 157,352
160,000 vV 176234

12% Compund

roloi

Quariedy

100,000
103,000
106,090
109,273
112551
115927
119405
122987
126677
130477
134,392
138423
142,576
146,853
151,259
155,797
160471
165,285
170,243
175351
180611

14% Compund

Quarterly

100,000
103500
107123
110872
114,752
118,769
122,926
127228
131,681
136,290
141,060
145997
151,107
156,396
161,869
167,535
173399
179,468
185,749
192,250
198979

16% Compound

Quarterly

" H H M
104,000
108,160
112486
116,986
121,665
126532
131593
136,857
142331
148,024
153945
160,103
166,507
173168
180,094
-187'298
194,790
2025582
210,685

Federal Funds +
5A Com cfund
Quarterly

iil 100,000
103,250
106477
109,804
H3«235
116,632
119,986
123135

1:1 126367
129,685
133,089
136,749
140,509
144373
148,344
152,609

. H i 11156996

161,706
166,557
171554

21?2,11218|88f

This table compares the effects of simple versus compound and floating interest rates over the last five years.

Amounts in the right hand column are pegged to federal fund interest rates as reported by Department of Revenue.

4/19/90

PRELIMINARY DATA; SUBJECT TO REVISION

Page 1



TABLE 2

SIMPLE. COMPOUND AND FLOATING INTEREST RATE COMPARISQNSaJW-i/90

Date 12* Kimnfc* 125 ComDOund 125 ConiDund 145 Comnund 165 Compound Federal Funds +
(current law) Annual Quarterly Quarlei Iv Quarterlv $ Compound
Quarierh:
thm 100,009 100,900 100,000 100,000 100,000 100,000
4/./80 103,000 103300 104.000 104300
7/1/80 106,090 107.1X3 108.160 108,680
10/1/80 109X73 110.872 112,486 113,027
1/1/81 112,000 - 112,000 11X551 114.752 116,986 118113
4/1/81 115927 118,769 121.665 123429
7/1/81 119405 122,926 126332 129X91
10/1/81 122,987 127X28 131393 135433
1/1/82 124.000 . 1X5,440 126,677 131681 136,857 141,189
4/1/82 130477 136.290 142331 147,189
7/U/82 134392 141.060 148,024 153,445
10/1/82 138423 145997 153,945 159,199
/1/83 i36.000 140,493 142376 151,107 160,103 164372
4/1/3 146,853 156396 166307 170,126
7/1/83 151X59 161,869 173,168 175,868
10/1/83 155,797 167335 180,094 181,803
148.000 157352 160471 173399 187X98 187339
4/1/84 165X85 179,468 194,790 195457
7/1/84 170X43 185,749 202382 202X98
10/1/84 175351 192X50 210,685 209378
1/1/85 160,00) >34 180311 198,979 219,112 216,183
4/1/85 186,029 205,943 227,877 223X09
7/1/85 191,610 213151 236,992 230,184
10/1/85 197359 220.611 246,472 237378
1/1/86 m;000 197382 203,279 228333 256330 244,796
4/1/86 209378 236.324 266384 252,139
7/1/86 215,659 244396 277X47 259388
10/1/86 222129 253,157 288337 266,197
1/1/87 184,000 221,068 228,793 262,017 299,870 273,185
4/1/87 235.657 271188 311,865 280356
/1487 242,726 280.679 324340 287,716
10/1/87 250,008 290303 337313 295,628
1/1/88 196.000 ] 247396 ; 257308 300.671 350,806 303,757
4/1/88 265X34 311.194 364,838 312,111
7/1/88 273191 322,086 379,432 320,694
10/1/88 281386 333359 394,609 329,914
izi/89 208,000 - 277308 289.828 345,027 410393 339399
4/1/89 2983X3 357,103 426,809 349381
7/1/89 307,478 369,601 443881 360,068
10/1/89 316,703 382337 461,637 370,870
I/1T0 . 310385 326X04 395,926 480,102 mmtm

This tabic compares the effects of simple versus compound and floating interest rates over the last ten years.
Amounts in the right hand column are pegged to federal fund interest rates as reported by Department of Revenue.

4/19/0 PRELIMINARY DATA; SUBJECT TO REVISION

Page 1



CSfB 541 (Resources)

Department of Revenue Comments
House Finance Committee
April 19, 1990

The committee 1s considering CSH3 541 (Resources), which
currently embodies a number of provisions suggested by the Department
of Revenue. The legislation will Improve the process for resolving
disputes between the state and the oil Industry over back taxes and
royalties.

Specifically, the provisions prohibiting extra confidentiality
In settlements, requiring documentation of settlements, and the
legislative oversight provision together provide for less secrecy and
more accountability than under the law today. This 1Is good public
policy. We note that these provisions apply to tax and royalty
disputes, but not to pipeline tariff disputes.

Additionally, the interest provisions improve the "back-taxes"

resolution by removing a disincentive to pay - or an lIncentive to drag
out a dispute as long as possible. The current Interest provision |Is
outdated and needs revision;the rate should follow the market. The

department would prefer that the interest rate be uniform for all

taxpayers and all tax types.

The department does not support the notification provisions 1n

sections 3 (AS 43.05.060(b))and 4 (AS 43.05.070(c)).- First, progranm



responsibility should clearly reside in a single program. To require
notification is to Imply shared responsibility; shared responsibility
means loss of accountability. Second, good managers will Invoke the
procedures outlined here I1n appropriate cases, whether or not the
provisions are in statute; bad managers will avoid these guidelines --
or give them pro forma compliance -- whether or not the provisions are
in statute. Attached 1s a proposed amendment deleting this provision;

for consistency, it is deleted from the royalty provision as well as

the tax provisions.

Finally, although the department 1is comfortable with the
internal review provisions in the bill, the department does not support
the seven day restriction on the ability to approve an agreement. The
provision may be too restrictive 1in some cases, and would not be long
enough 1in others. Again, program responsibility must reside with the
program manager. The attached amendment would delete this provision

from the two tax provisions, and, for consistency, also from the

royalty provision.
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PROPOSED AMENDMENTS TO CSHB 541 (Finance)

(dealing with various tax and royalty issues)

Department of Revenue
Hugh Malone May 2, 1990

I suggest some specific amendments to HB 541.

Several of the amendments deal only with clarification or technical
conforming changes, and are self-explanatory.

The other amendments deal with the issues in the bill, and | believe
will both strengthen and simplify the legislation.

First, | recommend that the internal review required by the bill
apply to all settlements over the threshhold amount (which 1s $10 million
in the bill). There does not seem to be any sense 1in requiring review
only for settlements that have "aged"™ for five or more years. One of the
amendments would accomplish this consistency.

Second, | believe that the scope of the separate review should
clearly be limited to determining whether the settlemt meets the goals

established for the settlement. These goals are established early in the
process. It should be clear that the reviewer does net have the
responsibility to set these goals after the fact as part of the review
process. There 1Is a proposed change to accomplish this.

Third, based on my experience 1in coordinating inter-agency projects,
I strongly recommend that the reviewer not be required to determine
whether there 1is a possible adverse Impact on all the litigation 1in which

the state 1s involved. This would not only be cumbersome, but may
establish a divided responsibility that makes it difficult for even the
governor to determine whQ 1is responsible for the project management. |

am submitting language that would ameliorate this poss 1bi 1tv~

Finally, 1 believe that there should be a uniform Interest rate
schedule that applies to all taxes due the state. Setting a $1 million
floor for the floating rate raises difficulties in applying the rate to
different tax types and periods. For example, suppose that a taxpayer
owed $900,000 for fisheries business license taxes for one operation, and
another $250,000 for corporate income tax for another or the same tax
year. Would the fixed rate or the floating rate apply? Similarly, would
the floating rate apply to an oil producer which owed $1.1 million 1in oil
production tax over 15 different reporting periods? I believe that the
floating rate should apply to all taxes due, just as the IRS does now.

An amendment to accomplish this 1is submitted for the committee”s
consideration. A conforming amendment is offered for the royalty

interest provision.



Bg&a&tm%of Revenue

AMENDMENT

OFFERED fN THE SENATE

TO: CSHB 541 (Finance)
AMENDMENT
Page 3, line 3, after "the":

Insert "next"

Page 3, line 6, after "and

Insert "the resolution of"

Page 3, line 7, after "Revenue"
Insert "under AS 43.05.060 and
AS 43.05.070"

Page 3, line 9:

Delete "audits", 1insert "audit"”

Page 3, line 13, after "the"

Insert "next"

Page 3, 1line 24:

Delete "penalty and”

Page 4, line 3, after "applicable

Delete "penalty and”

Technical Amend's

EFFECT

Clarifies that audit 1is to
be submitted promptly.

Clarifies subject of
annual audit

Same

Makes consistent with
paragraph (A)

Clarifies that audit and
report are to be submitted
promptly

There are no penalty
provisions for royalties

Same



Department of Revenue
RS

AMENDMENT

OFFERED IN THE SENATE
TO: CSHB 5*1 (Finance)

AMENDMENT

Page 5, lines 18 - 20:
Delete "and that relates to a calendar
year that ls five or more years before
the current year,"

Page 5, lines 27 - 28:
Delete ™and that relates to a calendar
year that Is five or more years before
the current year,"

Page 6, lines 28 and 29:
Delete "and that relates to a calendar
year that |Is five or more years before
the current year,"

Page 7, lines 7 - 9:
Delete "and that relates to a calendar
year that 1Is five or more years before

the current year,™

Age of Dispute

effect

Deletes reference to

age of dispute

Same

See above

See above



AMENDMENT

OFFERED IN THE SENATE
TO: CSHB 541 (Finance)

AMENDMENT

Page 6, line 8 after "must”
Delete "specify the objectives of the
department®s™
Insert "contain a statement of the
department®s objectives in the"

Page 6, line 13:
Delete "whether"; insert "how"
Delete "adversely"”

Page 6, line 14:

Delete "litigation"™; insert "revenue

dispute"”

Page 7, line 17 after "must"
Delete "specify the objectives of the
department®s”
Insert "contain a statement of the
department®s objectives 1in the"

Page 7, line 22
Delete "whether"; Insert "how"
Delete "adversely”

Page 7, line 23:

Delete "litigation"; insert "revenue

di spute™

Internal Review

EFFECT

Clarifies that the
objectives are set by
the commissioner, not
by the reviewer

Modifies review of other

di sputes

Same

Clarifies that the
objectives are set by
the commissioner, not
by the reviewer

Modifies review of other

di sputes

Same

-ZG85% atkve



B&ga&tm%of Revenue

OFFERED IN THE SENATE

TO: CSHB 541 (Finance)
AMENDMENT
Page 5, 1llnes 9 and 10:

Delete "and the total

due exceeds $1,000,000"

AMENDMENT

amount of royalty

Page 8, lines 9 and 10, after "year™:

Delete all material

Insert "under AS 05.15.095(c),

AS 34.45_.470(a), and AS 47.23.025"

Page 8, lines. 14 and 15 after "quarterly"”

Delete all material
Page 8, lines 16 - 18:

Delete all material

Tax & Royalty Interest

EFFECT

Deletes $1,000,000 floor
for royalty interest
rate

Deletes $1,000,000

floor for tax interest
Retains 127. interest

for gaming, unclaimed
property and child support

Same

Conforms to single rate
set out above



SCS CSHB 541 (Fin) by Cotten...relating to
agreements and settlements entered into by
Departments of Natural Resources and

Revenue

For many years, the Legislature has 'been in the dark’ about tax
settlements and disputed royalty payments. The bill, approved by
the Departments of Law, Natural Resources and Revenue, merely has
Legislative Budget and Audit conduct periodic performance audits of
the tax functions in the Department of Revenue and submit it to the
legislature. Disputed Royalty payments will be treated in the same
manner on an annual basis. Information collected by the Legislative
Auditor will be treated confidentially.

Additionally, new language provides that the departments will
advise the Governor when negotiations begin—and provide him with
monthly updates-in royalty disputes over $10 million. Any
compromise the department proposes must be reviewed by the
Governor prior to Ssignature.

Finally, the bill calls for full documentation of settlements or
compromises so that continuity can be continued during possible
changes in Commissioners and/or Administrations.

AFETV S v, jatf enr
J./a h *1lv

miles/37 11



ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

P.0. Box Y, Slate Capitol
Juneau, Alaska 99811-3100

Mail Stop 3100
(907) 465-3991
April 3, 1989

MEMORANDUM

ATTN:

FROM: Ginny Fay

Legislati
RE: IncentivesLto Settle Outstanding Corporate Tax Liabilities

Research Request 89.328

You requested information regarding procedures in other states to encourage
settlement of state income tax liabilities. You are interested in changing
Alaska®s collection, interest, and penalties procedures for businesses that are
deficient in paying their state income taxes. You asked that we discuss means
of accomplishing this in light of practices at the federal Ilevel and in other

states. Additionally, you wanted to know if other states have special tax
courts and/or administrative judges to handle tax liability cases. You asked
if other states required or allowed prepayment of |liabilities pending the
outcome of tax litigation. You are particularly interested in California“s

constitution and statutes that vrequire prepayment of any disputed tax
liabilities.

The major conclusions vreached in this memorandum are that the Alaska
Legislature could encourage prompt settlement of tax deficiencies by changing
AS 43.05.225 to specify an interest rate greater than the present 12 percent

simple interest charge. Interest could be tied to a floating financial
indi.cator--such as the short-term Treasury Bill rate or Prime rate charged by
major banks--plus some premium (perhaps three to five percent). Doing so would

ensure that a business owing the state back-taxes does not receive use of its
tax deficiency at a below market rate of interest. Alternatively, Alaska could
adopt a procedure similar to California, where any disputed tax 21iabil"TTTT»s~
must be prepaid in order to havp_jiiHicia[ standing.

Further incentive could be provided by charging compound interest on the
outstanding deficiency (including.oenalties and interest charges). Presently,

T business can pay off the principal of a deficiency owed the state and
indefinitely appeal 1its case 1in court without paying any 1interest on out-—
standing penalty or interest charges. A compound interest provision could
discourage this practice. Another incentive would be to specify that penalty
and interest charges must be paid before the principal of the deficiency can

be reduced.



C

April 3, 1989
Page 3

current statute, corporations may prepay the principal of their deficiency
pending the outcome of their appeal without accruing further interest liability
on already outstanding interest and penalty charges--effectively stopping the
meter on its liability. On the other side of the issue, once DOR has received
payment of the deficient principal, the agency 1is likely to be much more
amenable to delays in the appeal process and has less incentive to settle the
case promptly.

For overpayments of tax liability, the 12 percent annual interest rate paid by
the state is an above (current) market rate of return for a corporation.
financial 1incentives in cases of disputed tax assessments appear to be we

y>in the taxpayer®s favor. Depending on one*s viewpoint, this may or may not

/ a desirable statutory objective. Relative to Alaska®"s statutes, the IRS Tax

Code provides greater incentive to settle disputes promptly.

Tax Courts and Administrative Procedures in Alaska and Other States

In Alaska, the administrative process for taxpayers protesting assessments,
penalties or other actions by the DOR occurs at the agency level. Any taxpayer
is entitled to a formal hearing before the commissioner®s office within 90 days
of filing an appeal. Taxpayers are encouraged to settle disagreements at an
informal conference prior to the formal hearing.

If a taxpayer disagrees with the formal hearing decision, within 30 days of the
decision, he/she must file an appeal with the Superior Court in the district
in which he/she resides. Department of Law (DOL) attorneys represent the state
in court. In most cases, the court record and subsequent decision on the
merits of the appeal is based entirely on information produced at the agency
hearing. To introduce new material for review by the court, the taxpayer must
file a motion for a de nqyo trial, which the courts have traditionally been
very reluctant to accept.

Other states have established a variety of agencies and review procedures for
revenue department rulings. Attachment C contains a comprehensive state by
state compilation of these agencies and descriptions of each state"s appeal
procedures. In two states and the District of Columbia, special tax courts
with jJudicial status have been established. Administrative review boards,
which provide a review of tax rulings before any recourse to the courts, have

2
A de novo trial means trying a matter anew; the same as if it had not

been heard before and as if no decision had been previously rendered.
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ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

April 3, 1989

ATTN: O

FROM: Ginny Fay
Legi si ati vrAYial/yjst

RE: Incentivesv-to Settle Outstanding Corporate Tax Liabilities
Research Request 89.328

You requested information regarding procedures 1in other states to encourage

settlement of state income tax liabilities. You are interested in changing
Alaska®"s collection, interest, and penalties procedures for businesses that are
deficient in paying their state income taxes. You asked that we discuss means
of accomplishing this in light of practices at the federal level STid in other
states. Additionally, you wanted to know if other states have special tax
courts and/or administrative judges to handle tax liability cases. You asked
if other states required or allowed prepayment of liabilities pending the
outcome of tax litigation. You are particularly interested in California®s

constitution and statutes that vrequire prepayment of any disputed tax
liabilities.

The major conclusions reached in this memorandum are that the Alaska
Legislature could encourage prompt settlement of tax deficiencies by changing
AS 43.05.225 to specify an interest rate greater than the present 12 percent

simple interest charge. Interest could be tied to a floating financial
indicator--such as the short-term Treasury Bill rate or Prime rate charged by
major banks--plus some premium (perhaps three to five percent). Doing so would

ensure that a business owing the state back-taxes does not receive use of its
tax deficiency at a below market rate of interest. Alternatively, Alaska could
adopt a procedure similar to California, where any disputed tax liabifities
must be prepaid in order to havp-juriicial standing.

Further incentive could be provided by charging compound 1interest on the
outstanding deficiency (including penalties and interest charges). Presently,

business can pay off the principal of a deficiency owed the state and
indefinitely appeal 1its case in court without paying any 1interest on out-—
standing penalty or interest charges. A compound interest provision could
discourage this practice. Another incentive would be to specify that penalty
and interest charges must be paid before the principal of the deficiency can
be reduced.
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Interest Rate and Penalty Schedules

Alaska Statute 43.05.225 specifies a 12 percent (simple) interest rate to be
charged on delinquent taxes. AS 43.05.220 assigns an additional civil penalty
of five percent of the delinquency per month for failure pay taxes or file the
proper forms. The penalty may not exceed 25 percent of the outstanding
deficiency. Interest and penalty charges begin to accrue from the due date of
the return (in cases of failure to file) or from the date the return is filed
(in cases of underpayment of taxes). Conversely, the state is required to
begin paying 12 percent annual interest on any overpayment of corporate income
taxes if the taxpayer does not receive a return within 90 days of filing. None
of the national tax organizations we contacted were able to supply a central
compilation of interest and penalty charges 1in other states.

The Internal Revenue Service (IRS) <charges a variable interest rate on
delinquent taxes based on the short-term federal Treasury Bill rate for a given
quarter. For deficiencies, the rate charged 1is the 90 day T-Bill rate plus
three percentage points. For overpayments (refunds), it is the T-Bill rate
plus two points. The IRS date of claim provisions are the same as Alaska“s.
(Attachment A is House Research Agency memorandum 87.313, which includes copies
of the relevant Alaska and federal laws.) Alaska is a signatory to the federal
Tax Economic Fiscal Responsibility Act (TEFRA), which allows the state®s
Department of Revenue (DOR) to adopt most provisions of the IRS Tax Code.
Alaska®"s treatment of deficiencies and refunds is an obvious departure from the
IRS approach.

According to Carl Meyer, DOR chief of Audit Appeals, one factor that acts as
a disincentive for prompt settlement and payment of outstanding tax deficien—
cies is the simple interest rate charged by the state. A taxpayer must appeal

a state assessment of tax deficiency within 60 days of the mailing date of the
department®s notice of action (see Attachment B for details of the appeals

procedure). Once a request for appeal 1is filed, it is common for a corporation

to pay off the principal of the deficiency pending the outcome of the appeal

process.

The problem with this is that the state®"s assessment of back-taxes (following
an audit) generally occurs several months after the company has filed its
return. Thus, a delinquent taxpayer owes the principal of the deficiency as
well as interest accrued and any penalty charges assessed by the DOR. Under

In Alaska, corporations are required to prepay their estimated tax
liability on a quarterly basis. Corporations may file for an extension of up
to six months on their annual return deadline. If a subsequent DOR audit
reveals that the corporation prepaid less than 90 percent of its annual tax
liability, DOR assesses a penalty of up to 25 percent of the outstanding
deficiency. Thus it 1is common for deficient taxpayers to have accrued
substantial penalty and interest charges before filing an appeal.
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current statute, corporations may prepay the principal of their deficiency
pending the outcome of their appeal without accruing further interest liability
on already outstanding interest and penalty charges--effectively stopping the
meter on its liability. On the other side of the issue, once DORhas received
payment of the deficient principal, the agency 1is likely to be much more
amenable to delays 1in the appeal process and has less incentive to settle the
case promptly.

For overpayments of tax liability, the 12 percent annual interest rate paid by
the state 1is an above (current) market rate of return for a corporation.

financial incentives in cases of disputed tax assessments appear to be wei
n the taxpayer®s favor. Depending on one"s viewpoint, this may or may not
/ a desirable statutory objective. Relative to Alaska®s statutes, the IRSTax

Code provides greater 1incentive to settle disputes promptly.

Tax Courts and Administrative Procedures in Alaska and Other States

In Alaska, the administrative process for taxpayers protesting assessments,
penalties or other actions by the DOR occurs at the agency level. Any taxpayer
is entitled to a formal hearing before the commissioner®s office within 90 days
of filing an appeal. Taxpayers are encouraged to settle disagreements at an
informal conference prior to the formal hearing.

If a taxpayer disagrees with the formal hearing decision, within 30 days of the
decision, he/she must file an appeal with the Superior Court 1in the district
in which he/she resides. Department of Law (DOL) attorneys represent the state

in court. In most cases, the court record and subsequent decision on the
merits of the appeal 1is based entirely on information produced at the agency
hearing. To introduce new material for review by the court, the taxpayer must

file a motion for a de novo trial, which the courts have traditionally been
very reluctant to accept.

Other states have established a variety of agencies and review procedures for

revenue department rulings. Attachment C contains a comprehensive state by
state compilation of these agencies and descriptions of each state's appeal
procedures. In two states and the District of Columbia, special tax courts
with judicial status have been established. Administrative review boards,

which provide a review of tax rulings before any recourse to the courts, have

2

A de novo trial ir.eans trying a matter anew; the same as 1if it had not
been heard before and as if no decision had been previously rendered.

\
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been set up in twenty states. Four states require an independent review by a
commission or board which performs administrative functions other than tax
review but does not administer the tax in dispute. In the remaining states

(including Alaska), the tax collecting agency 1itself conducts the review.
Eleven states have more than one administrative review agency, where a separate
property tax review board has been established to handle property tax appeals.
Seven states have instituted small claims procedures to handle some taxpayer
complaints.

According to Carl Meyer, the appeal process in Alaska works fairly efficiently.
It is likely that establishment of a special tax appeals court would simply
create a large backlog of cases by adding to the DOL workload. Auditors fronm
DOR would have to educate DOL attorneys on the accounting complexities of each
case instead of only those that are appealed to the Superior Court.

Prepayment of Liabilities Pending the Outcome of Tax Litigation

In Alaska, tax deficiencies, penalties and interest need not be paid prior to
appealing a tax deficiency. For federal taxes, once the IRS has conducted an
audit of a tax return and issued a notice of deficiency to the taxpayer, he/she
has 90 days in which to appeal the case to a U.S. Tax Court. IT the case 1is
appealed, the |IRS cannot issue an assessment until the case 1is decided 1in
court, but the taxpayer may prepay the deficiency pending the outcome of the

case. (There 1is no suspension of interest accrual until all charges are paid).
If the case is not appealed, the IRS issues an assessment (after the 90 day
period is up) which must be paid. Once payment is made, the taxpayer has six
months in which to file an original action in federal District Court for a
refund. In layman®s terms, a taxpayer must pay before he/she can sue for a
refund.

In California, all taxpayers can dispute state tax assessments. In order to
dispute a tax assessment in California, however, a taxpayer must have paid the-~
disputed tax. According to Glenn Rigby, chief counsel. California Franchise
lax Board, this feature tends to discourage challenges to tax assessments and
is in marked"contrast to Alaska®s procedure! As mentioned above, in Alaska

disputed~Taxes do not have to be paid and the simple, fixed interest rate
"charged essentially results in a relatively low-mterest Tffari to corporations
mi/fiTie taxes are in dispute. Prepayment of taxes encourages rapid settlement.
California®s prepayment requirement 1is established in sfafe~ constitutlw~a~s~
well as statutorily! See Attachment D for pertinent sections.

According to Linda Spencer, staff attorney with the National Association of Tax
Administrators (NATA), most states allow prepayment of tax deficiencies and
many require full payment of all charges before allowing a taxpayer to file
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suit for a refund. None of the national tax organizations contacted had
compiled a centralized list of state laws or regulations governing prepayment
of tax liabilities pending the outcome of litigation. Attachment E contains

two articles sent by NATA on this issue.

* *

I hope we have provided enough information for your purposes; these are
technical issues. If you have further questions, | suggest you call Carl Meyer
at 465-2343. He is very knowledgeable on this subject and patient in
explaining the intricacies of tax provisions.

Attachments



The three provisions of CSHB 541 (Finance) that might be deleted
Include the following purposes In each section.
Important to the purpose of the legislation.

These provisions are

Before the provisions are deleted, the advocates of deleting these
purposes should be asked to explain to the committee why 1t Is not In the
public Interest to have these purposes set out In the law. Since there
are various provisions, It Is Important to address each Issue
separately.

PURPOSE AGENCY SEC. PAGE LINE

1) REQUIRES MAINTAINING FULL NAT RES 4 5 1-3

DOCUMENTATION OF A SETTLEMENT. THIS REV 6 6 21-22

ALLOWS THE LEGISLATIVE AUDITOR, A REV 7 8 2-3

SUBSEQUENT COMMISSIONER OR OTHER

AUTHORIZED PERSON TO DETERMINE WHAT

HAPPENED AND WHY.

2) PROHIBITS EXTENDING NAT RES 4 4 24-29

CONFIDENTIALITY FOR SETTLEMENT RLV 6 6 18-21

PROVISIONS IN EXCESS OF THAT WHICH REV 7 7 27-29;

IS PROVIDED IN THE LAW. AGAIN,THIS 8 1

ALLOWS THE LEGISLATIVE AUDITOR, OR

OTHER AUTHORIZED PERSON ACCESS. IN

ADDITION, ITEMS THAT THE LAW DOES

NOT REQUIRE TO BE CONFIDENTIAL

WOULD BE AVAILABLE FOR PUBLIC

INFORMATION.

3) REQUIRES NOTIFICATION OF NAT RES 4 3 21-29

GOVERNOR FOR ANY MAJOR SETTELEMENT REV 6 5 16-23

NEGOTIATIONS

4) REQUIRES "COOLING OFF"™ PERIOD NAT RES 4 4 21-23

FOR MAJOR SETTLEMENT AGREEMENTS REV 6 6 15-17
7 7 24-26

5) REQUIRE COMMISSIONER TO NAT RES 4 4 7-20

ESTABLISH AN INDEPENDENT INTERNAL REV 6 b 1-14

REVIEW OF ANY MAJOR SETTLEMENTS 7 7 10-23

BEFORE THE SETTLEMENT 1S CARRIED
ouUT.



Fromthe desk of ft1 Richard A. Fineberg 401 8th St. - Apt. 208
If Juneau, Alaska 99801 tel 907 / 463,3568

To:  Senator Bettye Fahrenkamp, Chair Date: May 4, 1990
Senate Resodrces Committee

fi:  HB 541 (Cil and Gas Revenue Disputes)

One of the three principal challenges to this bill raised in your committee
dne da Lconcerns Secs. 4,6 ang 7, w ich arevrrtuglly identically-worded srfctrons
caI |n ernal Inde endent review of major oil an %z%s revenuedrsP te settlements.

i IS question: Since érn Inde end nt revLew the tlement In
notena e o |cey akers to [denti (? emssu se% enth/ revealed, how would the
&A report an tlt ement review procedures help®? estion Is particular releva[t
to the Staesro aIt J%atron In (Yvhrct] settlemen ef{or 5 itctrve a lar enum ero ol
companies arer flconfr entla W Imits the fiel 15 10 an BX reme
ggsrg W group. After I deal with TAPS and other past cases return tot e royalty

|. TAPS

Inm rei)ort to the enrslat&tre in FebruarY | included a su entar studyofthe
1985TAPS ett ement In stu dorfumen ed twent exam omrsr
misinformation, ne}ed essl obscure %nd delayed pre ent stha R]ered po ic mahers
mtherrgevrewo t f ftlément of what has enca ar estan stcom? tﬁ:ate
Hreceo rate-making t%atron mthehrshorry teUn On the asso

cumentary histor e TAPS case, here Iswhy | erev% ernt%rnal ePen ent
review proposalso HB 541 would be responsive to the problems | have identlfied:

1 Unlike tIte internal mde&endent revlr roposed in Secs. 4. 6an|d 70fHB
541 the TAPS sett ement stud onnie Bar ow n 1985wasaPOST sett ement
ana ysrs Ms. Barlow was re arned by the Legrs atyre In mr -Feb ru _
gﬁ]oxrmatelyaweek after the settlemient was orma sr ned with A %O Faced with
ﬁ eth mg it it accfomﬁ 1, her charge was not top 8y dgement on the settlement and
er reportexplicitly refrained doing so.

2. The Cfrssrﬁnmen ofaknowled?eable LB&A staff Person nd the statutor
mandate forrn iient Internal analysswrl nProvrdeamoeheat y mstrtutrona
framework than Bar ow encountere From greconstructrono the TAPS record
be|ieve Barlow may have been unaware $or ave too IrttIerecognrtron to the fact) that prior
to her retainer, State economjsts from var|o % ?encresw 0 Were %strfonrngte
settlement had been admonished by the Chief of Staff on the eve of the formal signing.

1The other two major questions, as | understand them, were: (1) How can confidentiality be preserved? and
(2) Is the $ 1 million floor on a floating interest rate equitable? W hile Messrs. Welker and Malone should
serve you better than | on these two question, | think it is appropriate for me to take on the settlement
review question. Unlike the others, | have some first-hand familiarity with all three of the major
settlements since 1985. Aside from yourselves as distant observers. | believe nobody else in the room can
make that claim (Norm Gorsuch and Mary Nonlale were involved only in the first two).
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The{Y rbetold to back o‘ that It Was too ate toHuestron the settlement, ahd that It was
g g esrgnedtefo owrn? ay. Barlow, who was on an extremel |mrte budﬁet
Il muchof her w rkR Phone encountered a system: thatw wor gn agiar st

0 Mtrve review. Undert se clrcumstances, It s not urprrsrng at gr In a
clusions were su entrfre (Potentra eProblem

ortive of th eset?ement even thou
aret and |t|sunggrstan§a%lethatseoverlooked the%rgnr icance of some of th
glitches she encountered.

A common denominator in a(!l thre mgror settlements since 1985 | |s that the

review grocess is essentially circular, B )i mangatin epen dent, internal review of
W

seftlements the rovrsr ns 0f HB 541 will alleviate the effec hrsb reaucratrc ermuda
rrann] One asont HemsrntheTAPS settlemehtdS d)notsur ace |n arc 9&

IS the extensrve reIrahceo the settlors themselves. The clearest example.of this_is the
surpr mg omrssrdn of the U remeétourt]s unanrmo*r 1978 decisipn on TAPS
ref uns om brietin document; sente Int grrng 1985— one facet ofa
tend encY to d OWHP the role ot the courts in general. At the same time that reviewers
were no berng told fthehSuPreJne Court detc 1on on TAPS Je ynds, the LPro oner&ts ofthg
B%tt Oeom Rtrcuﬁtetge tﬂggt at trading away refunds was a good thing because refunds wou

[l. Other Major Settlements

As | mdrcated in Prror testjmony, in another major settlement there were at least
frcance that never came to the attention ofthe Lngrs aure under

tvvo olicy ISSues o srﬂ
e roc% ures presently In place. Wantto tress again that, unlike T do not
ve t eseﬁ) IC)r/] SUes S (tjrld hﬁve led to eove urning 0 that artrcu arsetle e
T oint 1S this; gsecon oftreemaorsettemenéss ce 1 ||smY lef that an
meendentrevrew |scovergo |r\:)/ Issties that would have led t ecg ssioner to
g stfubstantrvec anﬂ%s I that review.nad been mstrtutroHaIrzed an mandated aSa
settlement review w The only reason | cannot

H In th COMMISSIONer's routine
ocument this point Is the confidentiality requirements of that particular settlement

[1l.  Royalty Litigation

In October, Ieﬁrslatrve leaders were %dvrsed that the State had Huantrfred Its claims
\Irrr}atshrl:%rgror% : dtandrng tigation. As part of the four pages released at that time, one page

Settlement Prrncrple ofthe Amerada Hess Working Group
gop Feb. 16 1988
Modified August 23, 1989

a}s concerned that this release — one of the few documents in the ublic record
thtsrdeof(je procedural record mtheCourtfre—contarned Fclear Im atronthat
whatever document was created on Februa Z\é was no orlr%%r og ratrve avrng
heen replaced by the document of A ?ust 989 In fact, the H/

ocument contains rtr atron quidefines for the case and Is regardedby he\Norkrng

roup asS very muc
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Since the litigation quidelines are understandably d|fferent from the settlement
U|d?l|nes and these ?ocum%nts sometlmes seem to (le (f vel OLﬂ) their own,2 it seern ed
ecyliar to create confusion yglvmg e Islators and the public t em|3|mpre53|on that t
uidelines of Fen. 16, 1983 were no'lo geroperatlve

To_my surprise, henAcaIIed this roPIemt the Cgawoftﬁ ROZ %/A_m ation
Workmg Gru was advised, over a Severa mont Peno that the Ch no Intend
to release t elnf%matlon or even to bring the matter to the Work mg %

Cansequently, It has tak ?nan undue amo toftlmeandenergytoetertecorrect
information |nto the public record.

1am (Pe?me SQU|n1%|here the merits of the settLeme t %mdelmes as comgared to H]e

|It|g|atlon ul {1t was |m ortanﬁto eFe OC&J ntlntot
Ptl ;C record because anYarewewo aro at?/n?@? settl ements oyld be done with t

oalsasatemp etoseew atwe %eysoughtandwhatwe left on theteﬁ)e

Consl ra |onofsucha ters could not H) man informed manner on t
basmoﬁt e|Pc‘ormat|on’$ islative leaders POcto er 1/ 1989 1ttqo montE

to get fhat Informatign Into the rec r% Ime spent trying to get the basic facts Is time taken
# eration based on those facts. PERLITYIG 109

mmd the ?1|ff|culty cIarlfIy B S rec?rd demonstrzi\tes th/ It Is necessary to

I%you clea et at, as g matte 0 Ic policy, we shoudre u F
m|33|onerco | the goals of all ma or ettlement Tha ‘lsonyoneo five rather

f|c provisions of the internal, mdepen ent review proposal you have been as ed 0

0 dedaf

away o g

elet

A second ?Hbstantlv requirement of these three seclllons— notific gtlon ofgp
overncir— woyld ensure t setement IP] &ax case wilJ not have.an a versee ecton
the royalt cas? orV|ce—versa This cross-check seems enthrelﬁ/ consistent with f
servatl e Int rnatg) al Tax ComBanson r?gr(\)/\lljpho observed that Alaska has

road num er of separate groups deali Il and gas policy and ma
Eener} ?ro improved coor maﬁmn In‘this area. e POTiey Y

Without going thyough th% remalnln(% three elements of the mternﬂ mdegendent
review sections, Ith|nk|tm| ht eae %etoasktheo pponens to t esese tions who
naye recently a roe1che eyou WhIChO these five substantiy ro |$|ons

epende rnal review sections of HB 541 seem |l eba public Jxs cytothem and

t
Why tﬁey Holéln this view.

As you know, the ommlss|0Per0sz1turaI Resources ilascreatedaspemal
settlement team that I wor mg actively to settle the State's ro t}/ [itigation
Commissioner of has informed the Holise Resources Committee that She has no intention

- Consider, for example, the May 17, 1982 Halford-Fahrenkamp letter to Governor Hammond on TAPS.
This letter was frequently cited in 1985 as the basis of State pipeline policy.

3 1 was also informed that | might be in violation of the Administrative Ethics Act if | made public any
information gained as a member ofthe Working Group, including the fact that there was a second set of
guidelines still in existence. However, when the House Resources Committee requested the documents,
they were deemed appropriate for public release by the Department of Law. As aresult of these inquiries,
the litigation guidelines are now on public file with the House Resources Committee.
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of establjshing an independent review procedure for this important case. Instead, she
mformeuln 8ha|ro? Ratcommntee d P

|n|t|aI rewew of settIement offers WI|| be undertaken b%/ the settIem nt team |
ave apPome Any recommend a|oné oward se lement tor this group
h l% eviewed by thelltl ation team and Its eonsu ants That team,
has underta ent e most extensive ana SIS QT and a%gresswe
posture toward roR/a ta/ obl |é;at|ons would provide the most extensive
secon opinion" orf proposed settlements or settlement offers [emphasis

added] .

In my estimation, the Commissjoner's blueprint js no substitute for the internal,
independent review that HB 541 would mandate. Her plan has two basic problems:

FnsFt settlements tend to (itevelogam(me't nwfthenown as enave seen in the
E 5 am)ens ecause a settling team Is li ecome enamore Its own
ettlement, and also ecauseﬁbureaucratmgroupthatwor s at length on a project
naturally wants to complete that project

What about the so-called "second gpinion" by the litigating attomeys? If the
Ao not apBrove ﬁte sett(fgment tR)ellrwwé mlns la ?et bedlstn?essseed on

I|t|gat|ng/attorner?/

P O?ﬁ) S: Eete want o litigate; T g ers.

aw ersgus OR ahttoseet r rice bowl broken.” I'v se athappenatcnttcal
Junctures in both of the major settlements with which | am familiar.

Note that the Comm|ss|oner s letter to the Resources Committee |nd|cates that the

AR e o e R una
ou thls | he

ond o mpe who u%hed the 1982 TAPS settlement ave tremen

m|rat|on orWt on and res ect rtheworko IS team.. But | can te

snot ap rove of some asp ctso asett ement, his view 1s liable t?b dlsmlsse asone

those li at|n attornes Moreover, 1The IS notaepnsed of a settlement’s particulars in

tlﬂ]e hisad |ra caut| snatureW|If|ttJreventh|m om eE( ressmﬁstron 0 pos|t|o[t(
IS'iS not an outs erso;tunlon |nadd| lon to servmg on t u)/t ation \Working

Liti
rouE from its inception through early 1989, | worked close \yvllso and his team
in Los Angeles and Anchorageon thrée separate projects in 1987 and

The settlement review sprocedures of HB S41 will provide a mechamsm to make
sure we do not allow ourselves to get stampeded into settlements we will later regret.

With hundre%s of millions of dollars riding on royalty d|stt)utes with individual
companies and $1.3 billign in outstanaing claims {excludin ? unitive dama esg te
Inde en ent, internal review mandated by HB 54 seemsl ea\ |3e [Preca tion. This is
esggcla y[rue In vjew of the very small number of players involved in this arena.

itjonally, the history of previous settlements, described above, clearly demonstrates the

neeo fort |s measure at this time.

Twould welcome the. oggortunltru to meet W|th u and t opartt ipate mfurther
ellberatlonsuvhth the committ event, Iwou le(tp rec ate |t| ou Wou shar?
thesS(?n\alt?eArls with the mem ersofyourc mmittée. Than oryour onsideration 0
|
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04/1/85
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04/1/86

07/1/86
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0171787

04/1/87
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10/1/87
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04/1/88

07/1/88

10/1/88

0171789

04/1/89

07/1/89

10/ /89

01/1/90

ANNUAL INTEREST RATE CHARGED MEMBER
BANKS FOR ADVANCES BY 12TH FEDERAL
RESERVE DISTRICT ON FIRST PAY OF EACH

CALENDAR QUARTER

Bate

percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent

percent

Rate

13

13

12.5

12.5

12.5

12

11.5

10.5

10.5

10.5

10.5

11

11

11

11

11.5

11.5

12

12

12

+ 5 percentage points

percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent
percent

percent

Department of Revenue

April

25, 1990



COMPOUND INTEREST -AN INCENTIVE TO PAY
Assumptions: $1,000,000 plus interest 1/1/85 to 1/1/90 showing total amounts
which would be due at 1, 2, 3, 4 and 5 years.

1/1/86 1/1/787 1/1/88 1/1/89 1/1/90

Rate

12% Simple 1,120,000 1,240,000 1,360,000 1,480,000 1,600,000
12% Compound 1,120,000 1,254,400 1,404,928 1,573,519.4 1,762,341.
13% Simple 1,130,000 1, 260, 000 1,390,000 1,520,000 1,650,000
13% Compound 1,130,000 1,276,900 1,442,897 1,630,473.6 1,842,435,
14% Simple 1,140,000 1,280,000 1,420,000 1,560, 000 1,700,000
14% Compound 1,140,000 1,299,600 1,481,544 1,688,960.2 1,925,414.
15% Simple 1,150,000 1,300,000 1,450,000 1,600,000 1,750,000
15% Compound 1,150,000 1,322,500 1,520,875 1,749,006.2 2,011,357.

Department of Revenue
1990

April 25,
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Jan \] » 1980-.Tan. 1.1990

12% Simple

172,000

208,000

Federa<Funds +

5%

Compound

Quarterly

, 757

339399

The columns AT LEFT show the difference between
$100,000 compounded at current statutory rates and
compounded at the proposed rates overthe TEN -YEAR
period between Jan. 1,1980 and Jan. 1,1990.

The columns BELOW show the difference between
$100,000 compounded at current statutory rates and
compounded at the proposed rates overthe FTVE-YEAR
period between Jan. 1,1985 and Jan. 1,1990.

Note the effects of the relatively high interest rates
ofthe early 19803 on the amounts at the end of5 years,
compared to the to the amount after five years in the

columns below.

Federal Funds

Quarterl
100,000 100,000
112,000
*26,3%;
136,000 140,509
148,000 156,996
160,000 176,700

This table compares the effects of simple versus compound floating interest rates over the last ten years.

Amounts in the right-hand columns are pegged to federal fund interest rates as reported by Department of Revenue.

5/2/90
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Fromthedesk offlf Richard A. Fineberg 401 8th St. - Apt. 208
| Juneau, Alaska 993801 tel 907 / 463-3568

To.  Senator Bettye Fahrenkamp, Chair Date:  April 22, 1990
Senate Resodrces Committee

Re:  HB %41 (Qil and Gas Revenue Disputes)

In view of your long-standing interest in this area, | wanted to make sure you were aware
that this bill passed out of the House Finance Committee last week.

CS HB 541 (Fin) deals with three principal matters relating to oil and gas revenue disputes:
LB&A report on royalty and tax matters; internal, independent review of major oil and gas
settlements; and interest provisions on outstanding royalty and tax payments.

The hearing record includes extended testimony in the House Resources Committee by the
administration, representatives of the three North Slope majors and myself. The Finance
Committee heard testimony from the Speaker, the Department of Revenue and myself
(supporting) and representatives of the three North Slope majors (opposing). The
Finance Committee substitute, with revisions resulting from its hearing Wednesday, was
moved Friday with bipartisan support.

This bill embodies five of the 22 recommendations in my February report to the Legislature
on oil and gas revenue disputes. In my estimation, the provisions of CSHB 541 (Fin)
would greatly reduce many of the problems associated with executing and reviewing major
oil and gas revenue dispute settlements. The provisions increasing tax and royalty dispute
monitoring and reporting by LB&A, prohibiting the special confidentiality accorded to
some major settlements in the past and setting up a procedure calling for independent,
internal review of major settlements are particularly important during transition —
especially in view of the existing lack of statutory guidelines for policy judgements in this

important area.

A synopsis of the bill and a copy of the Finance Committee substitute are attached. Please
let me know if you would like additional information,



CS HB 541 (Fin.) Synopsis

HB 541 SFrn dealswrth three grrncrpal matters refatin [%;to oil and as revenuedrsputes
LB& A oyalty T tters aema ent Revie HorOrI&Gas
ttlement and Inte bst rovrsrons on Outstanding Ro@alty and Tax Paymen

Sec. 1 (tedmical): Amends AS 05.15.095 1o keep interest rates on payments relating t©
Games of&illand Chance at12% simple. (Amendment by legislative drafters.)

A LB& A Report on Royalty Tax Matters

% This section amends 82420271t1 addn ane subsection to
ﬂurret eLeﬁJrslatrveAudrto to audit an eor”renodr a [ é_gx ture on tax
unctions, incfuding an annua reporton ther solution of royalty and tax disputes.

Amendment proposed by LB

Sec. 3 (tedmical): Amends AS 34.45.470(a) to keep interest rates on payments relating to
unclaimedproperty at 12% simple. @mendment by legislative drafters.)

B. Internal. Independent Review of Maior Oil & Gas Settlements

Sec Bitsure th; >major settlements of the State's royalt Irtrgatron ulnder
AS3805a[) rn thew C Interest JssectronrequrresttieCommrssr er of N H
Res?urces ore sett g royatty rsgtﬁernvolvrn a claim greater t an $10 million for
aca endar year fi e] ears or oreP or t []ecurredtt(e t% obtain an Ind erfen
Internal review 0 [I proposed settlement by an indl al who was not involved in’
negotiating the settlement.

The review will srt)ecr initial otr)rectrves and how theY are met and will considey
ow the settlerment affec ?t e[ outsta drnr? drswtes Addi |ona||y this sectronﬁrovr es
that: the Commrsronershal notif he ove nor wnen negotiations'h ave be un there shall
beamrnrmutn 0f 14 days betweerf the time th eCommrﬁsroner re\cervesa In ?ettlement
ferend the ate he EPﬁroveé thesettement nos ttements extendcon |dent|a||ty
therwise provide l}/ andfull documentation shall be maintainedfor review
Amendments by House Resources Committee and House Finance Committee.

To ensure that mador seftlements ? the State's tax
Idt atlo under AS 430 O 0 or AS, 43.05,070 are in th pub frnterest these

|de trca sections require t e ommissjoner of Revenue, be ore settrndnanry tax dis ute
Involving amounts%eatert an 10m|II|on forataxyear Ve years or more prior t0 th
curren(s L}/ear to obtain anrndeggn ent, internal review of the proposed settlement by an
individual who was not involved in negotiating the settlement.

Sections 6 and 7 contain Ian%uagesrmrlarto ?ect on4 exce? that the minimum
hiatus between the time the C?mmrs loner receives afina seﬁtle e] erandthe dates/he
anprovest esettlement |son seven da sfortax Cases. tero alty case, In which
royatg{ga ers are bound t et errn sing t%case n tax cases each comgany |sseparate
and settléme tsare routine. F [ this reason, the minimum hiatus Is reducg to'seven (lays.
Nothin mstatdte Imits t eCommrssronersdrscretronar Rowerto exten thatgeno f
complete a settlement reveiw, ortor any oth er%urpose mendment by Hous
Resources Committee and House Finance Committee



CSHB 541 (Fin)
Page 2 (4/23190)

C. Interest Provisions on Outstanding Rovaltv.and Tax. Payments

ec. 5 TQIS sectlor] amends AS 38.05.145 to ¢ afnge the interest rates for
outstanding oil and gas royalties (paid undey AS 38.05.180) from 12% interest toa

T el e

ity o
amount of royalty due exceeds 1,000,000. (Amenament yHouseFman e Committee.)

(?ec 8. This amendment to AS 43.05.225 to chan?e the interest rate for

outstan Ing taxes to afl atln mterest ratef|ve %ercentag lf nts above the annual rate

member an S o advances b (? ral Reserye District and

com oun ed quarterly If the total amoun ofroyalty ue exceeds $1,000,000.
Amendment by House Finance Committee.)

Sec. 9: This section amends AS 43.05.280 to make the interest rates for State
refundsofover ayments on oil and gas taxes equal to those of Sec. 8. gAmendmen
proposed by Rep. Rieger.)

Sec. 10 (tecnical): Amends AS 47.23.025 1o keep interest rales on payments relating ©
childsupportat 12% sinple. (Amendment by legislative drafters.)
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6-1806H "
Chenoweth
A/20/90
Original sponsor(s): REP. COTTEN, Navarre, Davidson
IN THE HOUSE
CS FOR HOUSE BILL NO. 541 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to certain agreements, compromises,
and settlements entered intoby the Departments of
Natural Resources and Revenue; to legislative audit

of those departments and the release of a report of
the audits, that may include or refer to confidential
information, to the legislature and public; and to j
collection and payments of royalties from state
resources, the interest rate on wunpaid taxes and |1
royalties from state resources, and the interest
rates on overpaid taxes."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 05.15.095(c) is amended to read:
(c) A delinquent fee bears interest at the rate set by
AS A3.05.225(1) [AS A3.05.225].
* Sec. 2.* AS 2A.20.271 is amended to read:
Sec. 2A.20.271. POWERS AND DUTIES. The legislative audit divi—
sion shall
1) conduct a performance post-audit of boards e
missions designated in AS AA.66.010 and of those programs and activ-—
ities of agencies subject to termination as determined in the manner
set out in AS AA.66.020 and AA.66.030, and submit the audit, together
with a written report, not later than the first day of the regular
session of the legislature convening 1in each year set out with refer—

ence co boards, commissions”™ or agency programs whose activities are

-1- CSHB 5Ai ()
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subject to termination as prescribed in AS $4.66;

(@ audit at least once every three years the books and

accounts of all custodians of public funds and all disbursing officers

of the state;
3) at the direction of the Legislative Budget and Audit

Committee, <conduct performance post-audits on any agency of state

government;

(4) cooperate with state agencies by offering advice and

assistance as requested in establishing or improving the accounting j

systems used by state agencies;
(5) require the assistance and cooperation of all state

officials and other state employees 1in the inspection, examination”

and audit of state agency books and accounts;

(6) have access at all times tothe books, accounts, re-

portSj_ or other records, whether confidential or not, of every state

agency;

(@) ascertain, as necessary for audit verification, the

amount of agency funds on deposit in any bank as shown on the books of

the bank; a [NO] bank may not be held liable for making information

required wunder this paragraph available to the legislative audit

divisions

(8) complete studies and preparereports, memoranda” or
other materials as directed by the Legislative Budget and Audit Com-—
mittee ;

) have direct access to any information related to the

management of the University of Alaska and have the same right of

access as exists with respect to every other state agency”
(10) periodically

(A) conduct a performance audit of

54K ) o



WORK DRAFT WORK DRAFT WORK DRAFT

of the Department of Revenue; and
(B) submit the audit to the legislature not later than

the first day of the regular legislative session;

4 (11) annually

5 (A) conduct an audit of the resolution of disputed
6 royalties by the Department of Natural Resources and disputed
! taxes by the Department of Revenue;

8 (B) prepare a report summarizing the results of che

audits that may contain information made confidential bv AS 43.-

Ly 05.230 and a version of the report edited for the public; and

1 (C) submit the audit and the unedited report prepared
©
13

under (B) of this paragraph to the legislature not later than the
first day of the regular legislative session.
14 * Sec. 3. AS 34.45.470(a) is amended to read:

16 (a) A person who fails to pay or deliver property within the
16 time prescribed by this chapter may be required to pay to the depart-

o ment interest at the [ANNUAL] rate calculated under AS 43.05.225(1)

18 [AS 43.05.225] on the property or the value of it from the date the

1 property should have been paid or delivered.

Y * Sec. 4. " AS 38.05.035 is amended by adding new subsections to read:

a (9) |f the department enters into negotiations to compromise or
2 settle a dispute between the department and a person as to a royalty

= or net profit payment involving a claim that totals, with applicable

24 penalty and interest, $10,000,000 or more and that relates toa calen-

25 dar year that is five or more years before the current year, the com-

26 missioner shall, notlater than 14days .after commencement ol nego-

27 tiations, advise chegovernor chatnegotiations have commenced, and

28 shall provide nocice to the governor at least once during each

29 subsequent 30-day period chat the negotiations continue.

-3- CSHB 541( )
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(h) If the department proposes to compromise or settle a dispu
between the department and a person as to a royalty or net profit
payment involving a claim that totals, with applicable penalty and
interest, $10,000,000 or more and that relates to a calendar year that
is five or more years before the current year, the commissioner may
not enter into an agreement to compromise or settle the dispute

(1) without first securing and reviewing an independent ap-
praisal of the effects of the proposed compromise or settlement; the
independent appraisal

(A) may be made by a person who is an employee of the
department or who is engaged by contract to complete the apprai-
sal, but may not be made by a person who has heen involved in
preparing the proposed compromise or settlement;
(B) must specify the objectives of the department's
negotiations; and
(C) must review the proposed compromise or settlement
(1) to ensure that it meets the objectives speci-
fied: and
(i1) to determine whether it adversely afi
other litigation to which the state is a party; and

(2) unless atleast 14 days pass  between the day the com-
missioner receives the proposed compromise or settlement agreement and
the day the commissioner executes that agreement.

(1)The commissioner may not enter into a settlement or compro-
miseof a dispute between the department and a person asto a royalty
ornet profit payment if the settlement orcompromise provides that
information relevant to the settlement or compromise, or the terms of
Che settlement or compromise, are confidential beyond the confiden-
tiality otherwise provided for by law,

CSHB 5w > -4-
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(j) The commissioner shall maintain for review full documenta-
tion of a settlement or compromise of a dispute between the department
and a person as to a royalty or net profit payment
Sec. 5. AS 38.05.145 is amended by adding new subsections to read:

(c) Payment of the royalty to the state under the provisions of
AS 3b.05.145 - 38.05.181 becomes due on the date and in the manner
specified in the lease or in a regulation adopted by the commissioner.

(d) If royalty to which the state is entitled under AS 38.05.180
Is not paid when it becomes due under (c) of this section and the
total amount of vroyalty due exceeds $1,000,000, notwithstanding
AS 09.30.070, the royalty bears interest at the rate of five percent-
age points above the annual rate charged member banks for advances by
the 12th Federal ReserveDistrict, as established on the first day of
each calendar quarter, compounded quarterly.

Sec. 6. AS 43.05.050 is amended by adding new subsections to read:

(b) If the department enters into negotiations to resolve a tax
dispute between the department and a taxpayer involving a claim that
totals, with applicable penalty and interest, $10,000,000 or more and
that relates to a calendar year that is five or more years before the
current’ year, the commissioner shall, not later than 14 days after
commencement of negotiations, advise the governor that negotiations
have commenced, and shall provide notice to the governor at least once
during each subsequent 30-day period that the negotiations continue.

(c) If the department proposes to enter into an agreement under
(a) of this section to resolve a tax dispute between the department
and a taxpayer involving a claim that totals, with applicable penalty
and interest, $10,000,000 or more and that relates to a calendar year
that is five or more years hefore the current year, the commissioner

may not enter into the agreement
-5- CSHB 541f )
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(1) without first securing and reviewing an independent ap-
praisal of the effects of the proposed agreement; the independent
appraisal

(A) may be made by a person who is art employee of the
department or who is engaged by contract to complete the ap-
praisal, but may not be made by a person who has been involved in

preparing the proposed agreement;
(B) must specify the objectives of che department's

negotiations; and
(C) must review the proposed resolution
(1) to ensure that it meets the objectiv

fied; and
(1) to determine whether it adversely

other litigation to which the state is a party; and

(2) unless at least seven days pass between the day the
commissioner receives the proposed agreement and the day the commis-
sioner executes that agreement.

(d) Inmaking an agreementunder (a) of this section, neither
thedepartment nor the attorney general may agree that information
relevant to the agreement, or the terms of the agreement, are confi-
dential beyond the confidentiality otherwise provided for by law. The
department must maintain for review full documentation of the
agreement.

Sec. 7. AS H3.05.070 is amended by adding new subsections to read:

(c)If the department enters into negotiations to compromise or
settle a tax dispute between the department and a taxpayer involving a
claim that totals, with applicable penalty and interest, 510,000,000
or more and that relates to a calendar year that is five or more years
before the current year, the commissioner shall, not later than K

CSHB 5HK ) -6-
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days after commencement of negotiations, advise the governor that i
negotiations have commenced, and shall provide notice to the governor
at least once during each subsequent 30-day period that the
negotiations continue.

(d) If the department proposes to compromise or settle a t
dispute between the department and a taxpayer involving a claim that
totals, with applicable penalty and interest, $10,000,000 or more and
that relates to a calendar year that is five or more years before the
current year, the commissioner may not enter into the agreement

(1) without first securing and reviewing an independent ap-
praisal of the effects of the proposed comprrtnise or settlement agree-
ment; the independent appraisal

(A) may be made by a person who is an employee of the
department or who is engaged by contract to complete the ap-
praisal, but may not be made by a person who has been involved in
preparing the proposed compromise or settlement agreement;

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

negotiations; and
(C) must review the proposed compromise or settlement

(1) to ensure that it meets the objectives
fied; and

(i) to determine whether it adversely af
other litigation to which the state is a party; and
(2) unless at least seven days pass between the d

commissioner receives the proposed compromise or settlement agreement
and the day the commissioner executes that agreement.

(e) In compromising a tax or penalty under this section, neithe
the department nor the attorney general may agree that information

relevant co the compromise, or the terms of the compromise, are
-7- CSHB 541( )
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confidential beyond the confidentiality otherwise provided for by law.
The department must maintain for review full documentation of the
compromise.

* Sec. 8. AS 43.05.225 is amended to read:

Sec. 43.05.225. INTEREST ON TAXES. Unless otherwise provided,
when a tax levied in this title is not paid on or before the date |
prescribed for its payment. [BECOMES DELINQUENT] it bears interest at
the rate of

(1) 12 percent a year if the total amount of the tax owed
by the taxpayer does not exceed $1,000,000; or

(2) five percentage points above the annual rate charged
member banks for advances by the 12th Federal Reserve District, as
established on the first day of each calendar quarter, compounded
quarterly, if the total amount of the tax owed by the taxpayer exceeds
$1.000,000.

* Sec. 9. AS 43.05.280(a) is amended to read:

(a) Interest shall be allowed and paid on any overpayment of a

tax under this title at the rates [RATE] prescribed in AS 43.05.225.
* Sec. 10. AS 47.23.025 is amended to read:

Sec. 47.23.025. RATES OF INTEREST. The rate of interest imposed
under AS 47.23.020(a)(2)(C) shall equal the rate imposed under AS 43.-
05.225(1) [AS 43.05.225) or a lesser rate that is the maximum rate of
interest permitted to be imposed under federal law.

CSHB 541( )
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BP EXPLORATION BP Bplation (Aega) It
9 Ezst Rtrst Buleard

PQ. Box 196612
, Alaska 98519-6612
@0) &

May 7, 1990

The Honorable Betitye M. fahrenkamp
Alaska State Legislature

P.0. Box V

Juneau, AK 99811

Dear Senator Fahrenkamp:

Committee Substitute for House Bill 541 1is an extremely
significant and harmful tax bill for BP Exploration and Alaska's
oil industry.

From its effective date, CSHB 541 will result in an effective
doubling of the current interest rate charged on tax and royalty
claims. This effective doubling of the rate imposes a competitive—
ly unfair burden on BP Exploration because the Department of
Revenue chose to concentrate its efforts on another major taxpayer
until early last year.

Even now, BP Exploration has not received final assessments
for any 1income tax years after 1977. It is impossible to even
negotiate tax resolutions before v/e receive final assessments.

The recent International Tax Comparison study highlighted the
tension between the oil industry and the State. This bill — which
effectively doubles an interest rate on the 1industry while
providing no opportunity for the industry to accelerate settlements
-- wculc make matters much worse.






DATE TURNED INTO OFFICE: 3

Resources Committee considered CSHB 569 (Resources)

"An Act relating to the maximum length of salmon seine vessels.”

and recommended: i
same title

[ ]
[ 1 replace with E } new title

[ ] or adopt technical
- title change
attached amendment(s) (HB only)
letter of intent adopted
[\/ do pass
[ 1] do not ps.ss
[ 1 no recommendation
[ ] individual recommendations
[ ] further referral to
ATTACHES NEW FISCAL NOTE(S) : APPROVES PREVIOUS:
Dept/Date: Dept/Date:
[ 1 fiscal note(s) [ 1 fiscal note(s)
[ 1 zero fiscal note(s) [  zero fiscal note(s) f~ f
[ 1 appropriation-no fiscal note [ 1 Governor®s bill w/fiscal note

OTHER RECOMMENDATIONS:

7
Chair: Signature and/Recommendation
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My main purpose is to bring you up to date reference the Enforceability of
the maximum Length of Seines Vessels. During the summer of 1987 we
received inquiries from the fishing industry reference the two criteria
involved in determining the maximum length of a seine vessel. What was at
issue was - did the vessel have to comply with both the 50ft official
Coast Guard length as well as the 58ft overall length. The individuals
inquiring into the statute wanted to build vessels that complied with one
but not both of the criteria. I1E., they wanted to build a 50ft official

Coast Guard length vessel that was more than 58ft in overall length.

The Department of Law determined that one has to comply with both
standards of measurement in order to remain legal. This opinion also
included the Coast Guard definition of both Official Coast Guard register
length as well as Overall Length. Which specifically excludes bowsprits,
rudders, outboard motors brackets, similar fittings or attachments from

the overall measurement. The following summer of 1988 we observed several



vessels and received several complaints from fisherman reference seine
vessels that were clearly longer than 58ft. overall length, however the
portion of the vessel that exceeded 58ft was in most cases a bolted on
tray or extension. We were unable to prosecute in absence of a State

Statute that defined overall length hence the federal standard was

applied.

During the Summer of 1989 we faced a similar problem in Bristol Bay.
Bristol Bay Drift Gillnetters are limited to a 32ft. overall length
vessel. Using the standard that overall length did not include
attachments several individual fisherman build 34ft. boats then cut off
two feet of the bow they then added a water tight bulkhead to both cut off
sections and bolted the (attachment) on the bow. Thus circumventing the
32ft. overall requirement. We received numerous complaints from the
fishing fleet but were unable to prosecute again due to a lack of our own
State definition of overall length. To keep this new type of vessel from
becoming the industry standard the Board of Fisheries defined Overall

Length for only Bristol Bay Drift Gillnetters at its February 1990 meeting



which specifically made bolt on bows ilegall. From an enforcement

perspective only and not taking into account any biological or gear

efficiency questions we feel that what ever the legal overall limitis

ultimatly determined tobe it should be clearly defined so that all

fisherman are put on to equal footing and also so that the length can

easily be determined in the field with a simple tape measurement.



STATE OF ALASKA

HOUSE OF REPRESENTATIVES
Box V, Juneau, Alaska 99311
(9C7) 465-2487 < 465-2498

REPRESENTATIVE CLIFF DAVIDSON < DISTRICT 27 e Box 746, Kodiak, Alaska 99615 - (907) 486-8250

TO: Senator Bettye Fahrenkamp, Chairman
Senate Resources Committee

FROM: Representative CIiff Davidson, Co-
House Resources Committee

DATE: March 20 1990

SUBJECT: House Bill 569
Maximum length of salmon seine vessels

House Bill 569 passed the House of Representatives on March 15,
1990 and has been referred to the Senate Resources Committee. |
would like to request this bill be scheduled for a hearing in Senate
Resources as soon as possible.

This bill updates language currently in Alaska Statute 16.05.835
which states commercial salmon seiners "may not be longer than 50
feet, official Coast Guard register length, and 58 feet overall
length.” On September 12, 1989, the Coast Guard changed their
method of measuring vessels. Previously, the length from the bow
to the rudder stock was used. They are now measuring the overall
length of a boat to be consistent with international law.

Alaska Statute and regulation both refer to the "50 feet, official
Coast Guard register length" language. If this language is not
changed in Statute, newly built salmon seiners will be Coast Guard
registered using the overall length (rather than the keel length) and
would be over the allowable size limit. The language change
proposed in this bill will correct this problem and simplify the
measurement standard.

Thank you for your consideration of this request. If you have any
guestions regarding this legislation, please contact Stephanie Love

in my office.



STATE OF ALASKA
OFFICE OF THE GOVERNOR

BILL ANALYSIS

OEFAPTWENT (!J-VISICN . ) . BILL NUMBER SPONSOR
tisn and Game ommercial Fisheries HB 569 House Resources

""Taxfrn”m*~ength of salmon seine vessels

DEPARTMENT PCSITION
Support
1

SUMMARY
OTHER AGENCIES AHHECTED BY BILL CONSTITUENT GROUFTS) AFFECTED BY BF.y
Public Safety Commercial Salmon Seiners
ORGANIZATIONAL SUPPCRT FOR BILL ORGANIZATIONAL CPRCSITION TO BILL
Unknown Unknown
FISCAL IMPCT: 27 NONE "Q FISCALNOTE ATTACHD

BACKGROUNDALEGISLATIVE INTENT
The US Coast Guard recently changed the definition of "Registered
Length™. Under the new definition, some vessels will exceed the
50 foot registered length limit, but not the 58 foot overall length
requirement, thus making them 1illegal for use 1in the commercial
salmon seine fishery.

ANALYSIS OF BILL"PROGRAV BFFECTS
Passage of this legislation will not effect the programs of the
division. Passage will make it easier for department staff to

explain, and the public to understand, the length restriction.

AVENDVENTS PROPOSED

The term "overall length” has caused enforcement problems with the
Bristol Bay 32 foot maximum length regulation. That problem was
overcome by defining "overall length™ to mean "the straight line
length between the extremities of the vessel, but does not include
anchor rollers.” We recommend this language be considered as an
amendment to this legislation.

PLEASE ATTACH A SEPARATE SHEET FOR ADOTOCHAL. COMMENT) OH ANALYSIIS.
31-08 RY. 7/87)
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