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O IL  &  G A S  C O N T R A C T  S U M M A R Y
Ju ly  I .  19 9 0  - February 15. 1994

Contractor Contract No, Case TOTAL
EXPEND ITURES

ROYALTY
PORTION

% OF 
TOTAL

TAX/OTHER
PORTION

% OF 
TOTAL

ASHBURN ct MASON No. 93-938-594 la x SO SO 0.00% $0 100.00%
BA RA K A T&  CH AM BERLIN No. 90-990-470 Roya lty Gas S9.249 S°,2s7 100.00% so 0.00%
BIRCH, HORTON, ETAL . No. 92-920-572 Export Ban $9,486 S3.672 38.71% S5.8I4 61.29%
BIRCH. HORTON, E T A L . No. 93-93 M S  1 Export Ban $533,092 $206,360 38.71% S326.732 61.29%

CONDON EAR m O W  & S IIARRO CK No. 83-816-068 Am Hess S44.256.I05 S44.256.I05 100.00% SO 0.00%
Phillip s SO SO 100.00% •SO 0.00%.

$44,256,105
I

CONDON PARTNOW & S IIARRO CK No. 92-928-587 Tax $4,154,968 $0 0.00% $4,154,968 100.00%
COULTER K ING  O 'NEILL No. 91-910-483 Contract Mgm t. S25.498 $9,870 38.71% $15,627 61.29%
HERZFELD & RUBIN No. 92-978-557 Tax $141,341 SO 0.00% $141,341 100.00%
KOF.STER, G. THOMAS No. 92-924-542 Beaufort Sea $95,000 S36.775 38.71% $58,226 61.29%
M IRROR SYSTEMS No. 94-946-659 Lit. Support S315,950 S I 22,304 38.71% $193,646 61.29%
MORRISON & FOERSTER No. 81-733-017 TAPS $5,703,298 S2.207.747 38.71% 53,495,551 61.29%
MORRISON & FOERSTER No. 87-678-317 Tax SI 89,484 SO 0.00% SI 89,484 100.00%,
NEW M AN & IIO LTZ ING ER No. 87-961-298 TAPS $245,715 S95J 16 38.71% SI 50.599 61.29%
PRESTON, ET  AL. No. 84-932-096 Tax $9.195,362 SO 0 00% $9,195,362 100.00%
QUORUM L IT .SERV ICES No. L.SS0I8 BASIS Softwar S4 7,692 SI 8,461 38.71% $29,230 61.29%
QUORUM L IT .SERV ICES No. 89-986-411 L it. Support S299.°37 $116,106 38.71% SI 83,831 61.29%
QUORUM LI T .SERVICES No. 93-936-634 Lit. Support S454.597 SI 75.974 38.71% $278,622 61.29%,
ROGOVIN , E T A L . No. 81-783-023 TAPS $23,037 S8.918 38.71% SI 4.120 61.29%
STOLLER, ROBERT No. 90-813-476 Tesoro v . St 512,285 $12,285 100.00% SO 0.00%
VINSON & ELK INS No. 90-990-461 St v. A SRC $59,534 $59,534 100.00% SO 0.00%
W ASHBURN, E TAL . No. 82-501-028 Beaufort Sea S24 / $93,495 38.71% $148,032 61.29%
WASHBURN, E TAL . No. 91-912-493 Am Hess 539,863 $39,863 100.00% so 0.00%
WASHBURN, ETAL . No. 93-938-588 la x $5,139,425 SO 0.00% $5,139,425 100.00%
W ILL IA M S . STEPHAN H. No. 92-920-551 Lease D isputes $3,554 S3,554 100.00% so 0.00?i

TOTALS: $71,195,998 .547,475,388 66.68% $23,720,610 33.32%

Department o f  Law CS ! 113454.W B I -- 0 4 /1 6 /9 4



D E P A R T M E N T  O F  L A W  - O IL  &  G A S  IN -H O U SE  R SA  S U M M A R Y
Ju ly  1. 1990 - Feb ruary 15, 1994

Fiscal Co ll. 
Year Code

Title/Case TOTAL
EXPEND ITURES

ROYALTY
PORTION

% OF 
TOTAL

TAX/OTHER
PORTION

% OF 
TOTAL

FYOI 740 O&G Operations 
741 O&G DP

S2,277.670 
$239,630

$881,686
$92,761

38.71%
38.71%

$1,395,984
$146,869

61.29%
61.29%

S2.5I7.300

FY92 710 O&G Operations 
741 O&G DP

$2,716,700
$206,700

$1,051,635
$80,014

3S.71 % 
38.71%

$1,665,065
$126,686

61.29%
61.29%

$2,923,400

EY93 740 O&G Operations 
741 O&G DP

$2,853,990
$229,717

$1,104,780
$88,923

38.71%
38.71%

$1,749,210
$140,794

61.29%
61.29%

S3,083.707

FY94 740 O&G Open 'mis 
741 C& GD P

$1,801,007
$94,810

$697,170
S36.70I

38.71% 
38.71%

S I .103,837 
$58,109

61.29%
61.29%

S 1.895.817

TOTALS: $10,420,224 $4,033,669 38.71% $6,386,555 61.29%

Departm ent o f  Law C S H B 4 5 4 .W B I - 0 4 / 1 6 / 9 4
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TOT. I • O IL  & GAS L IT IG A T IO N  EXPEND ITURES 
Ju ly  I , 1990- February 15, 1994

O&G CONTRACTS 

IN-HOUSE RSA'S 

TOTALS

TOTAL O&G ROYALTY EXPEND ITURES:

25% PERM ANENT FUND OBLIGATION :

TOTAL O&G EXPEND ITURES:
LESS PERM ANENT FUND OBLIGATION :

CBRF O BLIGATION

S51,509,056
x 25%

512,877,264

581,616.222 
(SI 2,877,264)

568.738,958

TOTAL
EXPEND ITURES

ROYALTY
PORTION

% OF 
TOTAT

TAX/OTHER
PORTION

% OF 
TOTAL

$71,195,998 547,475,388 66.68% 523,720,610 33.32%

510.420,224 54,033,669 38.71% 56,386,555 61.29%

581,616,222 551,509,056 63.11% 530,107.165 36.89%

Department o f  Law C SM B 454 .W B 1  - 0 4 / 1 6 / 9 4



i.” vT'fT' 11 ,

EST IM A TED  TOTAL O IL  & GAS L IT IGAT IO N  
Expenditures and Obligations: Ju ly  I ,  1990 through end o f FY94

Category TOTAL
EXPEND ITURES

TOTAL
O BLIGAT IO NS

ROYALTY
PORT'ON

% OF 
TOTAL

TAX/O lT IER  
PORTION

% OF 
TOTAL

O&G CONTRAC T EXP. 

O&G CONTRACT BAL's

S71,195,998 SO $47,475,388 66.68% $23,720,610 33.32%

Oil Export/Misc. SO S I .908 S739 OO .Q Os S I .169 61.29%
FERC/TAPS Issues SO S94.736 $36,672 38.71% S58.063 61.29%
Royalty O&G SO S255.733 $255,733 100.00” b SO 0.00%
Beaufort Sea SO S25.I30 $9,728 38.71% SI 5,402 61.29%
O&G Lit. Support so S379.454 S 146,887 38.71% 5232,567 61.29%
O&G Tax Litigation $0 S974,705 SO 0.00% 5974,705 100.00%

PY/IN-IIOUSE RSA'S S8.524.407 SO S3.299.798 38.71. $5,224,609 61.29%

FY94/IN-HOUSE RSA S I .895.817 S I .220,483 S I .206,320 38.71% S I .909,980 61.29%

FY94/SUPPLEMENTAL SO SI 8,450.000 $9,556,568 51.80% $8,893,432 48.20%

$81.616,222 S21.402.149 S61,987.832 60.17% S41,030,539 39.83%

TOTAL O&G APPROPRIATION: SI 03,0 IS,371

ES T IM ATED TOTAL O&G ROYALTY 
EXPEND I TURES THROUGH 6/30/94: S6L9S7.832 

x 25%

25% PERM ANENT FUND OBLIGATION: SI5.496.95S

TOTAL 0&  I APPROPRIATION:
LESS PERM \NENT FUND OBLIGA TION:

$103,018,371 
(SI 5.496.958)

CBRF OBLIGATION : S87.52I.4I3

Department o f  Law C SH B454A V B1 - 0 4 / 1 6 / 9 4



FY95 O IL & GAS APPROPRIATION REQUEST 
PROJECTED EXPEND ITURES

Coll
Code T itle /C ase

PROJECTED ROYALTY % OF TAX/OTIJER % OF
EXPEND ITURES PORTION TOTAL PORTION TOTAL

FY95 Appropriation Request S36,012,000 $13,821,703 38.38% $22,190,297 61.62%

TOTAL O&G REQUES T: S36,0l2,000

EST IM ATED  TOTAL O&G ROYALTY 
EXPEND ITURES THROUGH 6/30/95: S I 3.821.703 

x 25%

25% APFC O BLIGAT IO N : S3.455.426

TOTAL O&G FY9I-FY94 
TOTAL O&G FY95 PROJECTED 
TOTAL O&G FY91-FY95

5103.018.371 
S36.012.000

5139.030.371

LESS FY9I-FY94 APFC O BLIGAT ION  ( S I5,496,958)
LESS FY95 APFC O BL IG AT IO N  (S3.455.426)

FY9I-FY95 CBRF O BL IG AT IO N SI 20,077,987

Department o f  Law 95C S H B 4 5A V B I - 04 /16 /9 4
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DEPARTMENT OF REVENUE

OIL AND G/.S AUDIT DIVISION

650 WEST 7TH AVENUE, SUITE 570 ANCHORAGE, A IASKA 99601 PHONE: (607) 270-1303

WALTER I- HICKEL, GOVERNOR

(007) 277-B627
April 19, 1994

The Honorable Tim Kelly 
The State Senate 
P.O. Box 210001 
Anchorage, AK 99521

Re: SB 185, Relating to Statutes of Limitation on Oil and Gas Taxes

Deai- Senator Kelly:

I understand that you inquired about the effect of Section 2 of SB 185 on taxpayers in the state. 
Section 2 clarifies that during administrative consideration of a taxpayer’s appeal of an 
assessment, the Department of Revenue may amend that assessment. The original assessment 
must be issued within the three-venr limitation period unless extended by the taxpayer. There 
has been discussion of further amending this Section to provide for a prospective five-year 
limitation period for assessments, and not permitting the Department to amend the assessment 
after that five-year period, even if the administration process continues past the five-year period. 
This means that, as to past years, if the taxpayer appeals the assessment, the Department may 
amend that assessment during the administrative process. However, as to future years, the 
Department may not amend an assessment once the five years have passed.

The clarification of the three-year assessment period will affect all oil and gas taxpayers with 
open audits and assessments for tax years through 1993. The effect of this amendment on 
taxpayers will vary depending on the number of tax years still in dispute, but all oil and gas 
producer/taxpayers will be affected by this legislation.

The prospective five-year statute of limitations provides a deadline for amendments regardless 
of the administrative process. Although at first glance, the five-year period may appear to be 
more generous than the three-year period, but because it is an absolute bar, it is not. In large lax 
disputes, it has been the Department’s experience that it takes significantly longer than five years 
to process a case from assessment tlirough informal conference and through formal hearing.

1 hope this answers your question. If you have other concerns or questions, please cull me.

Very truly,

John E. Pilkinton 
Director



W A L T E R  J .  H I C K E L .  G O V E R N O R

PLEASE REPLY TO

D E P A R T M E N T  O F  L A W PHONE. 1907)269-5100 
FAX: (907)276-3697

OFFICE OF Th. - .A T TO R N E Y  GENERAL
Cl KEY BANK BUILDING

100 CUSHMAN ST.. ■JJITE'tOO 
FAIRBANKS. ALASKA 99701-4679 
PHONE (907)451-2311 
FAX: (907)451-2846

JUNEAU. ALASKA 99811-0300 
PHONE. (907)465-3600April 19, 1994
FAX (907)465-6735

The Honov">ble Tim Kelly
Chair, Senate Labor & Commerce
Room 101
State Capitol
Juneau, AK 99801-1182

Attached is a summary of the Committee Substitute that
the Departmert of Law intends to propose for consideration by your 
committee for SB 185. The summary also explains the effects of 
this amendment. Also attached is a letter from John Pilkinton, 
Director of the Oil & Gas Audit Division, Department of Revenue 
explaining the effect of a five-year statute of limitation on 
producer taxpayers.

If you have any questions, please do not hesitate to 
contact me.

Re: Committee Substitute for
SB 185 - statutes of 
limitation

Dear Senator Kelly

Sincerely

BRUCE M. BOTELHO 
ATTORNEY GENERAL

James L. Baldwin 
Assistant Attorney General

JLB:tg

Attachments
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WALTER /. NICKEL, GOVERNOR

550 WEST 7TH AVENUE, SUITE 570 ANCHORAGE. ALASKA 90501 PHONE: (007) 270-1303 (907) 277-6527
A p r il 19. 1994

The Honorable T im  K e lly  
The State Senate 
P .O . B o x 210001 
Anchorage. A K  99521

Re: SB 185, Relating to Statutes o f  L im ita tion  on O il and Gas Taxes

Dear Senator K e lly :

I understand that you inquired about the effect o f Section 2 o f SB 185 on taxpayers in the state. 
Section 2 clarifies that during administrative consideration o f a taxpayer’s appeal o f  an 
assessment, the Department o f Revenue may amend that assessment. The orig inal assessment 
must be issued w ith in  the three-year lim ita tion period unless extended by the taxpayer. There 
has been discussion o f furdter amending this Section to provide fo r a prospective five-year 
lim itation period for assessments, and not perm itting the Department to amend the assessment 
after that five-year period, even i f  the adm inistration process continues past the five-year period. 
Th is means that, as to past years, i f  the taxpayer appeals the assessment, the Department may 
amend that assessment during the adm inistrative process. However, as to future years, the 
Department may not amend an assessment once the five  years have passed.

The c larification o f  the three-year assessment period w ill affect all o ii and gas taxpayers w ith  
open audits and assessments for tax years through 1993. The effect o f this amendment on 
taxpayers w i l l  va ry  depending on the number o f  tax years still in  dispute, but a ll o il and gas 
producer/taxpayers w ill be affected by this legislation.

f l ic  prospective five-year statute o f lim itations provides a deadline fo r amendments regardless 
o f the adm inistrative process. A lthough at first glance, the five-year period may appear to be 
more generous than the three-year period, but because it is an absolute bar, it is not. In  large lax 
disputes, it has been the Department’s experience that it takes s ign ificantly longer than five  years 
to process a case from  assessment through informal conference and through form al hearing.

1 hope this answers you r question. Tf you have other concerns or questions, please call me.

V e ry  tru ly,

D irector
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"An Act relating to the limitations period for assessments for
certain state taxes, and for collection, after assessment, of taxes
due the state: and providing for an effective date."

What the proposed Committee Substitute for SB 185 Does

* SB 185 clarifies existing law so that the three-year and six- 
year limitations on assessment and collection of oil and gas 
taxes are suspended while rax appeals are ongoing. The bill 
confirms the Department of Revenue's longstanding 
interpretation of the statutes of limitations in this regard.

* The proposed amendment to the bill makes a prospective change
in the statute of limitations on assessments. For tax periods 
beginning January 1, 1994, the proposed CS would change the 
three year statute of limitations on assessments to a five 
year period, and would also make clear that assessments cannot 
be increased after that time (absent taxpayer c nsent, fraud 
or failure to file— which are exceptions under current law) 
even when a taxpayer appeal takes longer than five years to 
conclude. The purpose of the amendment is to provide the 
Department with adequate time to complete its audits in future 
tax years, tut also to provide taxpayers with certainty 
regarding their prospecti-ve tax liability.

* The proposed amendment does not change the Department's
interpretation of the six year statute of limitations on 
collections. Whenever a taxpayer appeals its tax bill, SB 185 
makes clear that the limitations period for tax collection is 
suspended until the administrative and judicial processes are 
complete.

* The bill with its proposed amendments does not increase oil
and gas taxes or change the underlying rules of liability. 
The proposed CS for SB 185 simply ensures the oil and gas
industry will not be able to avoid payment of taxes which are
due and owing the state by delaying payment through filing 
appeals and then raising the technical defense of statute of 
limitations.

* Passage of the proposed CS for SB 185 will help ensure the
state is able to collect potentially $ 3 billion in taxes, 
interest, and penalties in contested tax cases which are still 
open under appeal. It will not retroactively reopen any 
closed or settled tax cases.

* The bill will strengthen the state's position in court
challenges brought by certain oil producers by providing 
clarification of legislative intent.
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consideration of a taxpayer grievance or of a claim for credit or 

.refund, based upon a tax imposed under"

Pace : o - _ o w i r. g

O *Z dS r* -

' f2) for tax periods beginning after December 31,

3  ~~
199jf, with-.n five years after the return was filed, whether or

not a return was filed on or after the date prescribed b v  law;

the department may increase or decrease the amount of t a x  d u e

bv issuina or amendina an assessment within that f i v e - y e a r

period; after that five-year period, the department m a v  not

increase an assessment under this subsection."

Page 2, line 25:

Delete "taxpayer under AS 43.20.275"

Page 4, line 13:

Following "* Sec. 4.":

Delete "Sections 2 and"

- 5 -





DEPARTMENT OF REVENUE
OILAND GAS AUDIT DIVISION

550 VV^ST 7m  AVENUE, SUITE 570 
ANCHORAGE. ALASKA 99501 
PHONE: (907)275-1003

WALTER I. NICKEL, COVER NOR

(£07) 277-5527

April 22, 1994

The Honorable Tim Kelly, Chairman 
Senate Labor and Commerce Committee 
Alaska State Legislature 
Room 101 
State Capitol
Juneau, Alaska S9801 -1182

Dear Senator Kelly:

I have amended the table of historical information that was a handout during my 
testimony at the hearing last Thursday, to add the line for settled cases as you 
requested, I offer a couple of brief explanatory notes to make the table more useful.
First, the table was constructed on a calendar year rather than fiscal year basis merely 
because the information was more readily available in that format. Line One (the 
"Number of Taxpayers") reflects the end-of-year number of taxpayers for AS 43.55 and 
former AS 43.21. Consequently, the number of taxpayers is twice as high for the 
separate accounting income tax yeais: 1978 through 1981. This number might be 
slightly different for any particular month of the tax year as interests changed hands or 
new fields with new producers began reporting.

Line Two represents total dollars collected in that calendar year. The bulk of this 
amount would have been received with the tax returns, but some increment will be the 
result of settlements.

Line Three is the number of original audits issued for that calendar year whenever 
issued. This number will vary from the number of taxpayers for several reaso' 
During any tax period, there havo always been some taxpayers who were not audited 
because they either had no tax liability (e.g., negative elf) or because their interest was 
so small that a cursory examination failed to disclose the possibility of generating any 
additional tax owed. Additionally, some small producers would have had all their 
interests examined in one audit, while larger producers would have received separate 
audit examinations for gas and oil, and in some cases for Cook Inlet interests 
separately from the North Slope interests.



The Honorable Tim Kelly
April 22,. 1994
page 2

Line Four represents the number of amendments to the audits reflected in line three, 
whenever made. Thus, if a 1978 case was amended in 1985, that would be reflected 
in the 1978 amended case column rather than in 1985. The purpose here is to give 
a clearer picture of how many of *he older cases have actually been amended, and to 
shew the decline in amendment numbers as time has progressed. As mentioned in 
testimony, the early years represented a period of learning for both the auditors and 
industry during a time of turmoil in oil prices and federal regulation. In recent years, 
cases have often been corrected and resolved in the informal conference process 
without the need for formal amended assessments.

The entry on new Line Seven (Closed Cases) represents settled audits.

Finally, it should be pointed out that a number of audits are currently in progress for tax 
years 1987 through 1990 and are due to be issued within the next few months. Also, 
we are actively pursuing reasonable settlements of the open, issued audits.

I hope this information is of assistance. I would be more than happy to respond to any 
questions you or members of your committee may have.

Sincerely,

John E. Pilkinton, Director 
Oil and Gas Audit Division

Enclosures
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DEPARTMENT OF LAW

OFFICE OF THE ATTORNEY GENERAL

Ap ri1 22, 1994

PLEASE REPLY TO-

O  1 0 3 1  W E S T 4 T H  A  V E N U E , S U I T E  SCO  
A N C H O R A G E . A L A S K A  9 9 S 0 1 - 1 9 9 4  
P H O N E  ( 9 0 7 ) 2 6 9 - 5 1 0 0
F A X :  ( 9 0 7 ) 2 7 6 - 3 6 9 7

O K E Y  S A N K  3 U I L 0 I N G
1 0 0  C U S H M A N  S T . .  S U I T E  -100  

F A I R B A N K S  A L A S K A  9 9 7 0  ■-■'■679 
P H O N E  ( 9 0 7 ) 4 5 1 - 2 3  V
F A X :  ( 9 0 7 ) 4 5 1 - 2 3 4 6

3  P .O .  B O X  1 1 0 3 0 0 - D I M O N D  C O U R T H O U S E  
J U N E A U .  A L A S K A  9 9 8 1 I - 0 3 C 0  
P H O N E .  19 0 7 ) 4 6 5 - 3 6 0 0
F A X :  ( 9 0 7 ) 4 6 5  " 7 3 5

WALTER J. HICKEL, GOVERNOR

Honorable Tim Kelly 
Chair
Senate Labor and Commerce Committee 
ATT: Josh Fink
Room 101, State Capitol 
Juneau, Alaska 99301-1132

P.e: Department of Laws' Proposed
Amendment to SB 185 (Statute 
of Limitations)

Dear Senator Kelly:

As requested by your staff, enclosed are the Department 
of Law's requested amendments to SB 185 in amendment rorm.

If you have questions, please contact me.

Sincerely,

BRUCE M . BGTFLHO 
ATTORNEY GENERAL

Deborah E. Behr 
Assistant Attorney General

B M B :D E B :ci

cc: Richard Eliason
Legislative Liaison 
Office of the Governor



SECTIONAL ANALYSTS

Section 1 . This section contains proposed legislative 
findings setting forth the Department of Revenue's interpretation 
of AS 43.05.260 and of AS 43.05.270. The proposed legislative 
findings conclude that the department's interpretation is correct 
and that it is in the public interest that AS 43.05.260 and 
AS 43.05.270 be clarified to reflect the department's 
interpretation. This section also sets forth the purpose of 
SB 185, which is to validate and affirm the department's 
longstanding administrative interpretations and to resolve 
inconsistent decisions in the state Superior Court.

Section 2 . This section adds language to AS 43.05.260(a) 
to clarify that for tax periods ending before January 1, 1994, the 
Department of Revenue may increase or decrease the amount of a tax 
due by issuing or amending an assessment under AS 43.21 or AS 43.55 
at any time during the administrative consideration of a taxpayer 
grievance on an assessment or a ciaim for credit or refund of a 
tax. This section also adds AS 43.05.260(a) (2) which provides that 
for tax periods beginning after December 31, 1993, the Department 
of Revenue may increase or decrease the amount of a tax due by 
issuing or amending an assessment within five years after a return 
is filed. After expiration of the five-year period, the department 
may not increase an assessment.

Section 3 . This section adds language to AS 43.05.270(a) 
to clarify the six-year limitation on collection of taxes after 
assessment. Linder this section, the limitation period does not 
begin to run until the final administrative determination of a 
grievance if the taxpayer files a grievance from an assessment or 
the final judicial resolution of an appeal if the taxpayer appeals 
from a final adjudicative determination of a grievance.

Section 4 . This section makes £S 43.05.260(a) (1), 
enacted by sec. 2, and sec. 3, retroactive to January 1, 1976.

Section 5 . This section provides that all provisions of 
the bill take effect immediately under AS 01.10.070(c).
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A M E N D M E N T

OFFERED IN THE SENATE LABOR AND COMMERCE COMMITTEE 

TO: SB 185

Page 1, line 7:

Following "production":

Delete ", or severance,"

Page 1, line 11:

Following "department's":

Delete "interpretation"

Insert "interpretations"

Following "AS 43.05.260":

Delete "is"

Insert "and 43.05.270 are"

Page 1, line 12:

Following "AS 43.05.260":

Insert "and 43.05.270"

Page 1, line 13:

Following "enactment o f " :

Delete "that section"

Insert "those sections"

Following "reflect":

Delete "this"

- 1 -



Insert "these"

Page

Page

Page

Page

Page

1, line 14:

Following "administrative":

Delete "interpretation"

Insert "interpretations"

2, line 3:

Following "production":

Delete ", or severance,"

3, line 3:

Following "state;":

Delete "and"

3, line 6:

Following "uncollected":

Delete

Insert

3, following line 6:

Insert new paragraphs fc read:

" (9) because the department has had difficulties in 

obtaining information and completing audits within the three- 

year period set out in AS 43.05.260(a) and has had to amend 

assessments based on information developed during taxpayer

- 2 -



P a g e

P a g e

Page

a p p e a l s  to r e f l e c t  the c o r r e c t  a m o u n t  of t a x  due, a l o n g e r  

s t a t u t o r y  p e r i o d  for a s s e s s m e n t s  s h o u l d  be p r o v i d e d  for tax 

p e r i o d s  b e g i n n i n g  a f t e r  D e c e m b e r  31, 1993;

(10) t a x p a y e r s  a l s o  h a v e  an i n t e r e s t  in f i n a l i t y  

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

state, a n d  th a t  i n t e r e s t  w i l l  be p r o m o t e d  by h a v i n g  a f i v e -  

y e a r  s t a t u t e  of  l i m i t a t i o n s  on a s s e s s m e n t s ,  e x c e p t  as 

o t h e r w i s e  a u t h o r i z e d  by  A S  4 3 . 0 5 . 2 6 0 ( c ) ,  a f t e r  w h i c h  t i m e  no 

i n c r e a s e s  in the a m o u n t  d u e  the s t a t e  will b e  a l l o w e d ;  a n d

(11) it is in the p u b l i c  i n t e r e s t  to a m e n d  

AS 4 3 . 0 5 . 2 6 0 ( a ) ,  r e g a r d i n g  tax p e r i o d s  b e g i n n i n g  a f t e r  

D e c e m b e r  31, 1993, to p r o v i d e  for the i s s u a n c e  a n d  a m e n d m e n t  

of a s s e s s m e n t s  w i t h i n  five y e a r s  f r o m  the d a t e  t h e  t a x p a y e r ' s  

r e t u r n  is filed, e x c e p t  as p r o v i d e d  in AS 4 3 . 0 5 . 2 6 0 ( c )  ."

3, l i n e  7:

F o l l o w i n g  "The":

D e l e t e  " p u r p o s e "

I n s e r t  " p u r p o s e s "

3, li n e  8:

F o l l o w i n g  "Act,":

D e l e t e  "is"

I n s e r t  "are"

3, l in e  10:

-3 -



Page

P a g e

P a g e

F a g e

Page

D e l e t e  "and"

3, line 11:

F o l l o w i n g  "(2) to":

D e l e t e  " r e s o l v e "

I n s e r t  " c l a r i f y  e x i s t i n g  law t h a t  r e s u l t e d  in"

3, l i n e  11:

F o l l o w i n g  " i n c o n s i s t e n t  d e c i s i o n s " :

D e l e t e  "of"

3, li n e  14:

Following "Civ.":

I n s e r t  "; and"

3, f o l l o w i n g  line 14:

I n s e r t  a n e w  p a r a g r a p h  to read:

"(3) to m a k e  c h a n g e s  to the s t a t u t e  of l i m i t a t i o n s  

f or a s s e s s m e n t s  in AS  4 3 . 0 5 . 2 6 0  to a l l o w  the D e p a r t m e n t  of 

R e v e n u e  five y e a r s  f r o m  the d a t e  the t a x p a y e r ' s  r e t u r n  is 

f i l e d  to c o m p l e t e  its a u d i t  a n d  i ssue or a m e n d  an a s s e s s m e n t ,  

f or t a x  p e r i o d s  b e g i n n i n g  a f t e r  D e c e m b e r  31, 1 9 9 3 . "

3, li n e  17:

F o l l o w i n g  " a s s e s s e d " :

Following "taxes;":

_4_



D e l e t e  a i l  m a t e r i a l

P a g e  3, f o l l o w i n g  line 17:

I n s e r t :

"(1) for tax periods ending before January 1, 1 9 9 4,

w i t h i n  t h r e e  y e a r s  a f t e r  t h e  r e t u r n  was"

P a g e  3, line 18:

F o l l o w i n g  "law":

D e l e t e  "."

I nsert "y_"

P a g e  3, li n e  19:

D e l e t e  all m a t e r i a l .

Ins e r t  "however, at any time during the administrative 

consideration of a taxpayer grievance or of a claim for credit or 

refund, based upon a tax imposed under"

P a g e  3, line 2 1 :

F o l l o w i n g  "amending":

Insert "an assessment;"

P a g e  3, l i n e s  22 - 25:

D e l e t e  <.11 m a t e r i a l .

Page 3, fo llow ing  lin e  25:

- 5 -
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Page

Page

A c t,

Insert new material to read:

" (2) for t a x  p e r i o d s  b e g i n n i n g  a f t e r  D e c e m b e r  31, 

1993, w i t h i n  fi v e  y e a r s  a f t e r  t h e  r e t u r n  was filed, w h e t h e r  o r  

n o t  a r e t u r n  w a s  f i l e d  on or a f t e r  the d a t e  p r e s c r i b e d  b y  law; 

t h e  d e p a r t m e n t  m a y  i n c r e a s e  or  d e c r e a s e  t h e  a m o u n t  o f  t a x  d u e  

b y  i s s u i n g  o r  a m e n d i n g  an a s s e s s m e n t  w i t h i n  t h a t  f i v e - y e a r  

p e r i o d ;  a f t e r  t h a t  f i v e - y e a r  period, the d e p a r t m e n t  m a y  n o t  

i n c r e a s e  an a s s e s s m e n t  u n d e r  t h i s  s u b s e c t i o n ."

3, line 26:

Delete "taxpayer under AS 43.20.275"

4, line 15: 

Following "* Sec. 4.": 

Delete "Sections 2 and" 

Insert "AS 43.05.260(a)(1), enacted by sec. 2 of this 

and s e c . "

- 6-
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APR-20-94 WED 15:22 ALASKA ATTORNEY GENERAL FAX NO. 9074656735 P.02/03

✓ .

0-1/28/93 09:52 ?J312 403 4017 COMP LEGAL SERV ®002

COMPTROLLER OF PUBLIC ACCOUNTS 

STATE OF TEXAS

John Sharp 
Comptroller

111 West 6th Street P. O. Box 1352a Austin/ Texas 78/11-3528 Toll Free l(800>5j;i-5441 
Fax (512)474-1643

A p ril 27,1993

Honorable Charles £. Cole 
Attorney General 
State of Alaska 
P. O. Box K - State Capitol 
Juneau, Alaska 59811-0300

De>r General Cole:

Ms. Tina Kobayashi of v- 
admiiustrative process

->r ofF .'.as made additional Inquiry coi ceming our 
d that I address her concerns In a U der to you.

To start, most of our cates m the iiearings process are audit appeals. Following the 
completion of an audit, the taxpayer is mailed a copy of the audit results and a 
Texas Notice of Tax Due. The taxpayer has 30 days to request a hearing or the 
liability becomes final and subject to collection action. To request a hearing, the 
taxpayer must file a statement of grounds that sets forth in detail the issues that 
will be contested in the hearing. The statute of limitations is tolled upon our 
receipt of the request for hearing and statement of grounds. The statute remains 
tolled during the pendency of the case until a final decision is issued. It then 
begins to run again.

While it would be the rare situation, it is my belief that an assessment can be 
increased during the hearings process as long as the statute of limitations has not 
run. I find support for this belief is Sec. 111.001 of the Tax Code and Texas 
Constitution Article 3 Sec. 55 and Article 3 Sec 10. The Constitutional provisions 
prohibit forgiveness of tax indebtedness and the statute places the duty upon this 
office to collect taxes. I think it makes little difference legally whether an audit is 
in the hearings process. Policy considerations could of course dictate a different 
result.

»n equal opportunity employer
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Honorable Charles E. Cole 
Page 2

If you have any additional questions concerning our procedures, please call me at 
l-800-531-ty m , extension 5-0526 or at 512/475-0528.

Sincerely,

Michael]- Borkland 
Chief Hearings Attorney 
Legal Services Division

'"f./ -.'V
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D E P A R T M E N T  O F  L A W

O F F IC E  OF TH E A  T T O R N E Y  G E N E R A  L

WALTER J. HICKEL. GOVERNOR

P.O. B O X  K - S T A T E  C A P IT O L  

J U N E A U , A L A S K A  3 9 8 1 1 -0 3 0 0  

P H O N E :  ( 9 0 7 )  4 6 5 - 3 6 0 0  

F A X :  (9 0 7 )  4 6 3 - 5 2 9 5

A p r i l  23, 1993

M i c h a e l  B o r k l a n d  
C h i e f  H e a r i n g s  A t t o r n e y  
L e g a l  S e r v i c e s  
P. 0. B o x  1 3 5 2 8  
A u s t i n ,  T X  7 8 7 1 1

D e a r  Mr. B o r k l a n d :

T h e  S t a t e  o f  A l a s k a  is i n v o l v e d  in a c o n t r o v e r s y  
c o n c e r n i n g  t h e  i n t e r p r e t a t i o n  of o u r  s t a t u t e  of l i m i t a t i o n  o n  oil 
a n d  g a s  t a x  a s s e s s m e n t s .  I n  o u r  d i s c u s s i o n s  w i t h  l e g i s l a t o r s  a n d  
o t h e r  i n t e r e s t e d  p a r t i e s ,  w e  h a v e  u s e d  T e x a s  (a m a j o r  o i l  a n d  g a s  
p r o d u c i n g  state) a s  a n  e x a m p l e  of h o w  o t h e r  s t a t e s  h a n d l e  
l i m i t a t i o n s  on  a s s e s s m e n t .

A s  I r e a d  T e x a s  s t a t u t e s  § 1 1 1 . 2 0 1  a n d  § 1 1 1 . 2 0 5  - 207, 
T e x a s  s u s p e n d s  its f o u r - y e a r  s t a t u t e  of l i m i t a t i o n s  d u r i n g  
a d m i n i s t r a t i v e  a p p e a l s  of t a x  a s s e s s m e n t s .  I n  o t h e r  w o r d s ,  if 
i n f o r m a t i o n  d i s c o v e r e d  d u r i n g  t h e  a d m i n i s t r a t i v e  p r o c e s s  s h o w s  t h a t  
a t a x p a y e r  o w e s  m o r e  t h a n  o r i g i n a l l y  a s s e s s e d ,  T e x a s '  T a x  D i v i s i o n  
m a y  i n c r e a s e  its o r i g i n a l  a s s e s s m e n t  t o  r e f l e c t  t h e  a d d i t i o n a l  
a m o u n t  o w e d  e v e n  t h o u g h  t h e  f o u r - y e a r  a s s e s s m e n t  p e r i o d  h a s  
e x p i r e d .  A s s i s t a n t  A t t o r n e y  G e n e r a l  T i n a  K o b a y a s h i  i n f o r m s  m e  t h a t  
y o u  c o n f i r m e d  t h a t  t h a t  s t a t u t o r y  i n t e r p r e t a t i o n  w a s  c o r r e c t  in a 
t e l e p h o n e  c a l l  y e s t e r d a y .  Y o u  a l s o  s t a t e d  t h a t  t h e  t a x i n g  
a u t h o r i t y  h a s  a d u t y  t o  t h e  p u b l i c  to i n c r e a s e  t h e  a s s e s s m e n t  w h e n  
e v i d e n c e  s h o w s  t h a t  m o r e  t a x  is o w e d  by t h e  t a x p a y e r .  I n  a d d i t i o n ,  
y o u  s t a t e d  t h a t  y o u  w e r e  n o t  a w a r e  of a n y  c h a l l e n g e  by  a n y  t a x p a y e r  
o f  t h e  T a x  D i v i s i o n ' s  i n t e r p r e t a t i o n .

S o m e  p e o p l e  c l a i m  o u r  r e a d i n g  of  t h e  T e x a s  s t a t u t e s  is 
i n c o r r e c t ,  t h e r e f o r e ,  I w o u l d  a p p r e c i a t e  v e r i f i c a t i o n  f r o m  y o u r  
o f f i c e  t h a t  o u r  i n t e r p r e t a t i o n  is c o r r e c t .  O u r  f a x  m a c h i n e  n u m b e r  
is ( 9 0 7 ) 4 6 5 - 6 7 3 5  or  ( 9 0 7 ) 4 6 5 - 2 0 7 5 .  T h a n k  y o u  v e r y  m u c h  f o r  y o u r  
t i m e  a n d  a s s i s t a n c e .

V e r y  t r u l y  yours,

C h a r l e s  E. C o l e  
A t t o r n e y  G e n e r a l

C E C :tg
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§ 111 -201 STATE TAXATION
T i t le  2

§ 111.201. Assessment Limitation

Mo tax im posed hy th is  title  m a y  be assessed a fte r fo u r  years f ro m  the date 
tha t the tax becom es due  and payabie.

Acts 1981, 67th Leg., p. 1308, ch. 389, § 1 , erf. Jan. 1 . 1982.

Historical and Statutorv .Votes

Se c tio n  10 or' Acts 1981. 67th Leg., p. 243, ch. 
102. erf. Aug, 31, 1981, p ro vid es:

T h e  a m end m ent by th is  A ct in n a rro w in g  
the period o f lim ita tio ns fo r  collection o f tax 
does not appiy to the estates o f  p e rso ns w ho 
died p r io r  :o ;ne effective date o f th is Act."

Sec tion  39(/'. of Acts 1981. 67th Leg., p. 1787, 
ch. 389, p rovides:

’Se c tio n s 1 th ro ug h  J  of S.B . .Vo. 371, Acts o f  
:he 67th Le g isla tu re  tg u la r Se ssio n , 1981 
[C hapter 102]. are repea.ed. Sec tio n  10 o f S.B . 
Vo. 371, Acts o f the 67th Le g isla ture. R eg ula r 
Se ssio n . 1981. applies to the p ro v is io n s  o f T itle

2. Ta x Code, that incorporate  the a m en d m em s 
contained in  S.B. Vo. 371 in the sam e m a nner 
that Section 10 of S.B . Vo. 371 aopiies to the 
p ro v is io n s  o f S.B. Vo . 371."

P r i o r  L aw s :
Acts 1959, 56th Leg., 3 rd  C.S., p. 137, ch. !, 

art. 1.045.
A cts 1967. 60th Leg., p. 1019. ch. 4-igt § i. 
A cts 1981, 67th Leg., p. 241, ch. 102. § 6. 
A cts 1981. 67th Leg., p. 1787. c.i. 389, 

§ 39(/).
V..A.T.S. Tax.-Gen. art. 1.045, § (A).

Cross References

Exception :o th is section, see § 111.205.

Library References

Taxa tion  e=3!8.
W E S T L A W *  Topic Vo. 371.
C J.S .  Taxa tion j§  382, 394.

Votes of Decisions

E x c e p t io n s  1

1. E x c e p tio n s

F o r  p u rp o se s o f statute, V.T.C.A., Ta x Code 
5 151.507(c), p ro vid in g  that lim ita tio n s period 
fo r a sse ssm e n t of sa les tax does not apply to 
d e te rm in a tio n  fo r collection if deficiency no­
tice has been given fo r collection o f use tax "on

the sa m e taxable item." sales tax assessm ent 
w hich  C o m p tro lle r o f  Public A ccounts sought 
to le vy  on  a d ve rtisin g  re ve n u e s o f publishing  
co m p a ny were not "on the sa m e taxable item" 
as u se  lax a sse ssm e n t levied o n  p rin t irg  and 
o th e r goods and se rvic e s that w ent into physi­
cal p ro  iuc tion  o f publications. Bullock v. Cor­
d o va n  Corp. (App. 3 Dist-1985) 697 S.W .2d 432. 
ref. n.r.e.

§ 111.202. Suit Limitation

At a ny  tim e  w ith in  th ree  years aftec_a_deficiency o r  je o p a rd y  d e te rm in a tio n 
has becom e.due .and  payabie  o r w ith in  three  y ears a lte r  the last Rec o rd in g  o t a 
l ie n ^ th e  c o m p tro lle r  m ay b r in g  an actidrTTn The co u rts  o f th is  state, o r any 
o th e r state, o r  o f the U n ite d  States in  the nam e o f the people o f  the State o f 
Texas to co llec t the a m o u n t d e lin q u e n t toge ther w ith  penalties and interest.

Acts 1981, 67th Leg., p. 1308. ch. 389, § 1, err. Jan. 1. 1982.

Historical and Statutory Votes

F o r  p ro v is io n s  re lating to application of the section was derived, see H isto ric a l and Statu - 
1981 a m en d m en t o f  the article f ro m  w hich th is to ry  V o te s  fo llo w ing  § 111.201.
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COLLECTION PROCEDURES
Ch. I l l

§ 111.203

P r io r  La w s:  A cts 1981. 67th Leg., p. 241. ch. 102, § 6.
Acts 1959. 5eth Leg., 3rd  C.S.. p. 187. ch. 1. A cts 1981. 67th Leg., p. 1737. ch. 539.

art. 1.045. § 591/).
Acts 1967, aOth Leg., p. 1019, ch. 443, § 1. V'.A.T.S. Tax. Gen. art. 1,045, § (B).

Cross References 
Delinquent tax collection, applicabiiity o f  th is  section, see § 151.607.

L lb ra rv  References
Taxation s=539. 
W E S T L A W  Top ic  No. 371 
C J.S.  T xxa tio n  j 707.

§ 111.203. Agreements to Extend Period of Limitation

(a) B efore the ex p ira tio n  o f the p erio d s  p resc rib ed  in S ections 111.104, 
111201, an d  111.202 of th is code fo r the  filing  of a re fu n d  c ia im  o r fo r the 
assessm ent an d  co llec tion  of an y  tax im p o sed  by th is  title, the  co m p tro lle r  
and a tax p ay e r m ay agree in  w ritin g  to  the  filing  o f a re fu n d  c la im  o r to  an  
assessm ent an d  co llec tion  a f te r  th a t tim e . T he ag reem en t m ust c o n ta in  the 
reasons the co m p tro lle r  and  the  tax p ay er w ish  to  ex tend  the  period . At an y  
tim e before the  ex p ira tio n  of the period  ag reed  on, the  re fu n d  m ay  be m ade , 
the tax m ay be assessed an d  co llected , o r  a n  ac tio n  m ay be co m m en ced  in  any  
court to co llec t the  a m o u n t d e lin q u en t.

(b) The ex ten d ed  perio d  ag reed  o n  u n d e r  S u b sec tio n  (a) o f  th is  sec tio n  m ay 
be ex tended  by subsequ  n t ag reem en ts  m ad e  befo re  the  ex p ira tio n  o f the 
extended p erio d . All su b seq u en t ag reem en ts  m ust set fo r th  the  reaso n s  for 
extending the  period,

(c) No sing le ex tension  ag reem en t m ay  be fo r a perio d  of m o re  th an  24 
m onths fro m  the ex p ira tio n  d a te  of the  p e rio d  being  ex tended .

(d) The p erio d  fo r filing  a re fu n d  c la im  o r  fo r assessm en t an d  co llec tio n  of 
a tax m ay be ex tended  if:

(1) w ith o u t an  ex tension , th e re  m ig h t o cc u r a revenue  loss to  the sta le ;

(2) e ith e r  the tax p ay er o r  the co m p tro lle r , desp ite  good fa ith  e ffo rts , 
requ ires m o re  tim e to p re p a re  fo r o r  co m p le te  the audit;

(3) w ith o u t an  ex tension , c irc u m sta n ces  beyond  the co n tro l o f e ith e r  the 
c o m p tro lle r  o r  the tax p ay er w ou ld  m ak e  an  au d it by the co m p tro lle r  
im p rac tica l o r  b u rd e n so m e  fo r e ith e r party ; or

(4) an  issue o f law  involved in the  a u d it  is aw aitin g  d e te rm in a tio n  in 
e ither litig a tio n  o r  an  a d m in is tra tiv e  p roceed ing .

(e) If, d u rin g  an  ex tended  p e rio d  ag reed  on  u n d e r  S ubsection  (a) of th is 
section, the c o m p tro lle r  fin d s th a t an  a m o u n tfo f  tax, penalty , o r  in te re st has 
been u n law fu lly  o r e r ro n eo u s ly  co llec ted , th e  co m p tro lle r shall c red it the 
am oun t ag a in s t any  o th e r a m o u n t th en  d u e  an d  payab le by the  tax p ay er fro m
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§ 111.203 STATE TAXATION
Title 2

w h o m  th e  a m o u n t  w a s  c o l l e c t e d .  T h e  r e m a i n d e r  o f  t h e  a m o u n t  i f  a n y  m a y  
b e  r e f u n d e d  to  t h e  t a x p a y e r .

Acts 1981, 67th Leg., p. 1508. ch. 3S9, § I, eff. Jan. 1 , 1982. Amended by Acts 1983, 
68th Leg., p. 458. ch. 94, 55 1 . 2. eff. May 10. 1983.

H is to r ic a l a n d  S ta tu to r y  N o te s
F o r  p ro v is io n s  re lating to application o f the 

1981 am endm ent of the article fro m  w hich  th is 
section was derived, see H isto ric a l and S ta tu ­
to ry  No te s fo llo w ing  § 111.201.

Th e  1983 am endm ent. :n subsec. (a), in the 
firs t  sentence, inse rted  '111.104". "filing o f a 
re fund  claim  o r  fo r the" inserted a c o m m a  
preceding "and I t! . 202 o f ,  and inse rted  "the 
filing  o f a refund claim  o r  to', and in the th ird  
sentence inserted 'the re fun d  m ay be made" 
and inserted a c o m m a  preceding "or an ac­
tion"; in subsec. (a), in the in tro d u c to ry  lan­

guage. in se rte d  "for filin g  a re fu n d  cla im  or": 
and added subsec. (e).

P r io r  La w s:

Acts 1959. 5oth Leg., 3 rd  C.S., p. 187. ch. 1, 
an. 1.045.

A c ts 1967, 60th Leg., p. 1019, ch, 448. § 1.
A cts 1981, 67th Leg., p. 241. ch. 102. § 6.
A cts 1981. 67th Leg., p. 1787, ch. 389.

§ 39(/).
V.A.T.S. T a x -G e n .  an. 1.045, § (C).

A d m in is tra t iv e  C ode R e fe r e n c e s
C o m p tro lle r of Public Accounts, state sales and use  tax. statute  o f  lim itations, see 34 TA C  § 3.339.

L ib ra ry  R e fe re n c e s
Taxa tion ■3=589. 
W E S T L A W  Topic No . 371. 
C J.S .  Taxation § 707.

Note-’ o f D ec is io n s
V a lid ity  o f p rio r  law t

I. V a lid ity  of p r io r  law

Th e  legislature could not c o nstitutiona lly  del­
egate its pow er to the c o m p tro ile r w ithout any

accom panying sta n d a rd s o r  guidelines; § (C) 
of V.A.T.S. Tax.-G en. an. 1.045 (repealed; now. 
th is section), therefore, was an in va lid  delega­
tion of pow er, and said p ro v is io n  couid  be 
inva lid  as a delegation of p o w er to su sp e n d  the 
law u n d e r C onst. .An. 1. § 28.  Op.Atty.Gen. 
1972. No . M -1 1 9 0 .

§ 111.204. Beginning of Period of Limitation

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

Acts 1981, 67th Leg., p. 1509, ch. 389, § 1, eff. Jan. 1, 1982.

H is to r ic a l a n d  S ta tu to ry  N o te s
P r io r  L a w s  Acts 1967. 60th Leg., p. 1019. ch. 448. § 1.

A cts 1959, 56th Leg.. 3rd C.S., p. 137. ch. I. V.A.T.S. Ta x.-G en. art. 1.045, § (D). 
an. 1.045.

§ 111.205. Exception to Assessment Limitation
T h e  l im i t a t i o n  p r o v i d e d  b y  S e c t i o n  111.201 o f  t h i s  c o d e  d o e s  n o t  a p p l y  a n d  

t h e  c o m p t r o l l e r  m a y  a s s e s s  a  t a x  im p o s e d  b y  t h i s  t i t l e  a t  ̂ a n y  t im e  if:



(1) w ith  in ten t to evade the tax, the tax p ay er files a fa lse  o r  frau d u len t 
report;

(2) no re p o rt for the tax has oeen filed;
(3) information contained in the report of the tax contains a gross error 

and the amount of tax due and payable after correction of the error is 25 
percent or more greater than the amount initially reported; or

(4) a tax p ay er has filed a tim ely  c laim  fo r re fu n d  w ith  the  com ptro ller;
how ever, the assessm en t is lim ited  to the period  an d  type o f tax for w hich
the re fund  is sought.

Acts 1931. 67th Leg., p. 1309, ch. 389, § 1. eff. Jan. 1, 1982. Amended by Acts 1983.
63th Leg., p. -t59. ch. 9a. § 4, eff. May 10. 1983.

Revisor’s Note
The exception in Subsection (3) of Sec. (A) o f .Art. 1.045 lite ra lly says the 

opposite o f that which is intended. The revised law chooses a meaning that 
retains the 25 percent margin of error in relation to the amount reported.

H is to rica l and
The  1983 am endm ent, in subd. (2). deleted 

"or"’ in subd. (3) sub stitu ted  or" fo r  a p e ri­
od; added jubd. (4).

P r io r  La w s:
Acts 1959. :6 th  Leg.. 3rd  C.S.. p. 137, ch. 1. 

art. 1.045.

A d m in is tra t iv e
C om otro ilc r o f Public  Accounts, txx a d m in isir;

TAC § 3.230.

§ 111.206. Exception to Limitation! Determination Resulting From Ad­
ministrative Proceeding

(a) This section applies only to a final determination resulting from:
(1) an administrative proceeding of a local, state, or federal regulatory 

agency; or
(2) a judicial proceeding arising from an administrative proceeding of a 

local, state, or federal regulatory agency.
(b) A final determination that affects the amount of liability of a tax 

imposed by this title shall be reported to the comptroller before the expiration 
of 60 days after the day on which the determination becomes final. The 
report must include a detailed statement of the reasons for the difference in 
tax liability as required by the comptroller.

(c) Notwithstanding the expiration of a period of limitation provided in this 
title, the comptroller may assess and collect or bring suit for the collection of 
any tax deficiency, including penalties and interest, resulting from a final 
determination or from investigation at any time before the expiration of one 
year after:

COLLECTION PROCEDURES §111 .206
Ch. I l l
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§ 111.206 STATE TAXATION
T ltJe  2

(1) the day the report required by Subsection (b) of this section is 
received, if the report is filed within the 60-day period; or

(2) if the report is not made or is made sifter the 60-day period, the day 
the report is received or the day the final determination is discovered, 
whichever period is the shorter.
(d) If a final determination or investigation results in the taxpayer having 

overpaid the amount of tax due the state, the comptroller shall refund or issue 
a credit for the amount of the overpayment at any time during the one-year 
period during which assessments may be made under Subsection (c) of this 
section.

(e) This section does not shorten any period of limitation elsewhere provid­
ed in this title.

Acts 1981, 67th Leg., p. 1509, ch. 389, § 1 , eff. Jan. 1, 1982.

H is to r ic a l  a n d  S ta tu to ry  N o te s
P r io r  La w s:  A cts 1967, 60th Leg., p. 1019, ch. 448, § I.

Acts 1959. 36th Leg., 3rd  C.S., p. 187, ch. 1, V .A .T.S. Tax.-Gen. art. 1.045, § (F). 
an. 1.045.

A d m in is tra t iv e  C ode R e fe re n c e s
C o m p tro lle r o f P ub lic  Accounts, tax a d m in istra tio n , inheritance tax, d o s in g  docum ents, see 34 

TA C  § 3.230.

L ib ra ry  References
Taxation <s=>589.
W E S T L A W  Top ic  S o .  371.
C J.S.  Taxa tion 5 707.

§ 111.207. Tolling of Limitation Period
(a) In determining the expiration date for a period when a tax imposed by 

this title may be assessed or collected, the following periods arc not con­
sidered:

(1) the period following the date of a tax payment made under protest;
(2) the period during which a judicial proceedLing is pending in a court of 

competent jurisdiction to determine the amount of the tax due; and
(3) the period during which an administrative proceeding is pending 

before the comptroller for a redetermination of the tax liability.
(b) The suspension of a period of limitation under Subsection (a) of this 

section applies only to the amount of taxes in issue under Subdivision (1), (2), 
or (3) of that subsection.

(c) A bankruptcy case commenced under Title 11 of the United States Code 
suspends the running of the period prescribed by any section of this title for 
the assessment or collection of any tax imposed by this title until the 
bankruptcy case is dismissed or closed. After the case is dismissed or closed, 
the running of the period resumes until finally expired.

70



COLLECTION PROCEDURES
Ch. I l l

§ 111.251

( d )  I n  d e t e r m i n i n g  t h e  e x p i r a t i o n  d a t e  f o r  f i l i n g  a  r e f u n d  c l a i m  f o r  a  t a x  
im p o s e d  b y  t h i s  t i t l e ,  t h e  p e r i o d  d u r i n g  w h i c h  a n  a d m i n i s t r a t i v e  p r o c e e d i n g  is  
p e n d i n g  b e f o r e  t h e  c o m p t r o l l e r  f o r  t h e  s a m e  p e r i o d  a n d  t y p e  o f  t a x  i s  n o t  
c o n s i d e r e d :  h o w e v e r ,  t h i s  p r o v i s i o n  d o e s  n o t  a u t h o r i z e  t h e  f i l i n g  o f  a  r e f u n d  
c l a i m  f o r  t h e  s a m e  t r a n s a c t i o n  o r  i t e m ,  f o r  t h e  s a m e  t y p e  o f  t a x ,  a n d  f o r  th e  
s a m e  t im e  p e r i o d  a s  a  r e f u n d  c l a im  p r e v i o u s l y  f i l e d  a n d  g r a n t e d  o r  d e n i e d  in  
w h o l e  o r  i n  p a n  b y  th e  c o m p t r o l l e r .

Acts 1981. 67th Leg., p. 1510. ch. 389, § I, eff. Jan. 1, 1982. .Amended by Acts 1983. 
68th Leg., p. 459, ch. 94, § 3, eff. May 10, 1983.

H is to r ic a l  a n d  S ta tu to r y  N o te s
The  1983 a m ena m eru  added subscc. (d).

P r io r  La w s:

Acts 1959. 56th Leg., 3rd C.S., p. 187, ch. 1, 
an. 1.045.

A cts 1967, 60th Leg., p. 1019, ch. 448. § 1.
Acts 1981, 67th Leg., p. 241, ch. 102, § o.
Acts 1981, 67th Leg., p. 1787, ch. 389,

§ 39(/).
V.A.T.S. Tax.-Gen. an. 1.045. § (E ).

Taxa tion ‘S=539. 
W E S T L A W  Topic Mo. 371. 
C J.S .  Taxation § 707.

Llb ra rv References

N o tes o f D e c is io n s
C o n stru c tio n  and application I

I. C o n stru c tio n  and application 

U n d e r V.A.T.S. Tax.-Gen. an. 20.0l(T)(2) (re ­
pealed; see. now. § 151.056). in  a "cost-plus" 
contract fo r the im p ro ve m e n t o f realty, a sepa­
rately stated charge calculated as a percentage 
of the cost o f the m a terial is c o nsid ere d  p a n  of 
the "agreed pnee" o f the m a te ria ls and is  there ­
fore  subject to the sales tax. Additionally, an 
increase in a deficiency d e te rm ina tio n, occur­
ring  afte r the deficiency d e te rm in a tio n  had 
been placed in re d ete rm ina tio n  sta tu s p u rsua nt 
to V.A.T.S. Tax.-Gen. an. 1.032(C) (repealed;

see, now. § 111.009) b ut beyond f o u r  (4) years 
f ro m  the date tax on  the tra nsa ction  was due. 
is not barred  by the fo u r-y e a r statute of lim ita ­
t io n s contained in  V A . T . S .  Tax.-Gen. an. 
20.06(D)(1) (repealed; see. now, § 151.507). 
Because V.A.T.S. Tax.-Gen. an. 2 0 .0 8 (0  (re ­
pealed; see, now. § 151.511) a llo w s the C om p­
tro lle r to increase the deficiency "at o r  before" 
the hearing, V -A .T .S. Tax.-Gen. art. 1.045(E) 
(repealed; now, th is  section) m u st  be read to 
to ll (he statute o f  lim ita tio n s fo r  all tra nsa c ­
tio n s in  the audit period, not ju s t  th o se  specific 
tra n sa c tio n s u p o n  w hich  sa les o r  u se  tax was 
assessed  in  the o rig in a l deficiency d e te rm in a ­
tion. C o m p tro lle r's D ecision Mo. 10,915 
(1980).

[ S e c t i o n s  111.208 to  111.250 r e s e r v e d  f o r  e x p a n s i o n ]

S U B C H A P T E R  E .  A S S IG N M E N T  O F  T A X  C L A IM S

§ 111.251. A ssig n m en t on P ay m en t b y  Third Person
(a) A p e r s o n  m a y  v o l u n t a r i l y  p a y  to  t h e  c o m p t r o l l e r  t h e  t a x ,  f i n e ,  p e n a l t y ,  

a n d  i n t e r e s t  d u e  f o r  a  p e r i o d  o f  t im e  u n d e r  t h i s  t i t l e  b y  a n o t h e r  p e r s o n  a f t e r  
t h e  t a x  b e c o m e s  d u e  o r  m a y  p a y  a j u d g m e n t  f o r  t h o s e  t a x e s ,  a n d  w h e n  th e  t a x  
o r  j u d g m e n t  i s  p a i d ,  t h e  c o m p t r o l l e r  m a y  a s s i g n  a l l  r i g h t s ,  l i e n s ,  j u d g m e n t s ,  
anc' r e m e d i e s  o f  t h e  s t a t e  t o  s e c u r e  a n d  e n f o r c e  t a x  p a y m e n t s  to  t h e  p e r s o n  
p a y i n g  t h e  t a x  o r  t h e  j u d g m e n t .
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ed by Acts 1992, No. 
92.
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§ 4 0 -1 -3 4 .  1

- Y *.
i d e  d i r e c t ly  to  d e p a r tm e r  

r      1992, No. 92-186, § 80. effe

O ctober 1, 1992.

§ 40-1-36. L im ita tio n  o f  a c tio n s  o n  c o lle c tio n  o f  c e r t a in  ta x e s .  R epealed 
by A cts 1992, No. 92-186, 5 80, effective' O ctober 1, 1992.

C r o s s  re fe re n c e s.  —  A s  to additional c la ri­
fication o f  lim ita tio n  periods, see §3 40-29-50 

th ro ug h  40-29-52.

§ 40-1-44. I n te r e s t  o n  d e l in q u e n t  ta x e s  a n d  o v e r p a y m e n ts .

(a) In te re s t  sh a ll be added as provided h ere in  to  an y  ta x  or o th e r  am o u n t 
due th e  d ep a rtm en t w hich is not p a id  by th e  due d a te . In te re s t  on any  
d e linquency  sh a ll be charged  from th e  d u e  d a te  o f th e  tax , excep t (1) in te re s t 
on d e lin q u e n t license taxes levied u n d e r  C h ap te r 12 o f th is  T itle  40 sh a ll be 
charged  from th e  d e lin q u en t d a te  provided in  subsec tion  (e) o f Section 
40-12-10; and  (2) in te re s t on d e lin q u en t license ta x  a n d  re g is tra tio n  fees 
levied on m otor vehicles sh a ll be ch a rg ed  beg inn ing  a f te r  th e  period  allowed 
for re g is tra tio n  or renew al; and  (3) in te re s t  on the fre ig h t lin es  an d  eq u ip m en t 
com panies tax  levied in  Section 40-21-52 sh a ll be ch a rg ed  from  th e  d e lin q u en t 
d a te  thereo f. Such in te re s t  sh a ll be com puted  based on th e  u n d e rp ay m en t ra te  
es tab lish ed  by th e  S ec re ta ry  of th e  T re a su ry  u n d er th e  a u th o r ity  o f 26 USC

6621.(b)(1) E xcept as provided in subd iv ision  (2) of th is  subsec tion  (b), in te re s t 
sh a ll  b e  paid  by th e  d ep a rtm en t on an y  refund  of ta x -e rro n e o u s ly  paid 
d irec tly  to the  d ep a rtm en t. In te re s t s h a ll  be com puted on a n y  o v erpaym en t 
from  th e  d a te  o f overpaym ent to th e  d ep a rtm en t; except, a. in te re s t  on  any  
re fu n d  re su ltin g  from a  n e t o p e ra tin g  loss carryover o r ca rry b ack  sh a ll be 
com puted  from  the  d a te  th e  c la im  g iv in g  rise  to th e  re fu n d  is  filed, b. 
in te re s t  on any  overpaym ent of ta x  w ithheld  and  pa id  o v er to th e  s ta te  
p u rs u a n t  to A rticle  2 of C h ap ter 18 o f th is  T itle  40 a n d  e s tim a ted  ta x  paid 
p u rs u a n t  to Section 40-18-83, sh a ll be pa id  b eg inn ing  90 d ay s  a f te r  th e  due 
d a te  o f th e  re tu rn  req u ired  by Section  40-18-27 for in d iv id u a ls , a n d  Section 
40-18-39 for corporations, or the  d a te  su ch  re tu rn  is filed , w h ich ev er is la ter. 
In te re s t  as  req u ired  above shall be com puted a t  th e  sam e  r a te  a s  provided

h e re in  for in te re s t on un d erp ay m en ts .
(2) No in te re s t sh a ll  be paid on an y  overpaym ent o f th e  fo llow ing taxes:

a . T axes paid  by en titie s  for w h ich  a refund  is a llow ed by Sections

40-9-12 an d  40-9-13;b. L icense taxes w hich are  re fu n d ed  p u rsu a n t to S ections 40-12-23 and

40-12-24;
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§ 40-29-50 REVENUE AND TAXATION § 40-29-52

o f  t h e  p a y m e n t  to b e  d e f e r r e d ,  a n d  i f  s u c h  p a r t  i s  n o t  p a i d  w i t h i n  t h e  
p r e s c r i b e d  p e r io d ,  s u i t  m a y  b e  i n s t i t u t e d  a g a i r t S t ; t h e  p u r c h a s e r  f o r  t h e  
p u r c h a s e  p r i c e  o r  s u c h  p a r t  t h e r e o f  a s  h a s  n o t  b e e n  p a i d ,  t o g e t h e r  w i t h  
i n t e r e s t  a t  t h e  r a t e  a p p l i c a b l e  to l i a b i l i t i e s  d u e  t h e  D e p a r t m e n t  o f  R e v e n u e  
f r o m  t h e  d a t e  o f  t h e  s a l e ;  o r ,  in  t h e  d i s c r e t i o n  o f  t h e  c o m m i s s i o n e r  o r  h i s  
d e l e g a t e ,  t h e  s a l e  m a y  be  d e c l a r e d  to  b e  n u l l  a n d  v o i d  f o r  f a i l u r e  to m a k e  
f u l l  p a y m e n t  o f  t h e  p u r c h a s e  p r i c e  a n d  t h e  p r o p e r t y  m a y  a g a i n  be  
a d v e r t i s e d  a n d  s o ld  a s  p r o v i d e d  in  s u b s e c t i o n s  (b) a n d  (c) o f  t h i s  s e c t i o n .  I n  
t h e  e v e n t  o f  s u c h  r e a d v e r t i s e m e n t  a n d  s a l e  a n y  n e w  p u r c h a s e r  s h a l l  r e c e i v e  
s u c h  p r o p e r t y  o r  r i g h t s  to  p r o p e r t y  f r e e  a n d  c l e a r  o f  a n y  c l a i m  o r  r i g h t  o f  t h e  
f o rm e r  d e f a u l t i n g  p u r c h a s e r ,  o f  a n y  n a t u r e  w h a t s o e v e r ,  a n d  t h e  a m o u n t  
p a i d  u p o n  t h e  b i d  p r i c e  b y  s u c h  d e f a u l t i n g  p u r c h a s e r  s h a l l  b e  f o r f e i t e d .  (A c t s  
1983, 4 th  E x .  S e s s . ,  N o .  83-891, p. 128, § 9; A c t s  1992, N o .  92-186, § 76.)

T h e  1992 a m e n d m e n t, effective October 1, goods) is  applicable"; su b stitu te d  "in which the
1992, deleted the fo rm er last sentence of su b - taxpayer has at least 50 percent interest"  for
section (b) which read: "W hen eve r le vy  is made "in which the taxpayer ha s co ntro lling  in te rest
w ith o u t regard to the th irty -d a y  notice period, and m ay not include property  w herein  the 
public notice of sale of the property seized sha ll taxpayer m ay sh a re  in o w ne rsh ip  w ith  other 
be made w ith in  such th irty -d a y  period unless persons" in the second sentence of subsection
section -<0-29-27 (re la ting  to sale of perishable (c); and rew rote  subsection (d).

A r t i c l e  3.

L i m i t a t i o n s  o n  A s s e s s m e n t  a n d  C o l l e c t i o n .

§ 40-29-50. L im ita t io n s on assessm en t; in com e ta x . Repealed by Acts 
1992, No. 92-186, •§ 80, effective October 1, 1992.

§ 40-29-52. S uspen sion  o f ru n n in g  o f p e r io d  o f lim ita t io n .
(a) General rule. —  T h e  r u n n i n g  o f  t h e  p e r i o d  o f  l i m i t a t i o n s  p r o v i d e d  in  

t h i s  T i t l e  40 fo r  c o l l e c t i n g  a n y  t a x  s h a l l  b e  s u s p e n d e d  f o r  t h e  p e r i o d  d u r i n g  
w h i c h  t h e  c o m m i s s i o n e r  i s  p r o h i b i t e d  f r o m  c o l l e c t i n g  b y  l e v y  o r  a  p r o c e e d in g  
i n  c o u r t  a n d  fo r  60 d a y s  t h e r e a f t e r .

(b) Assets of taxpayer in control or custody of court. —  T h e  p e r i o d  o f  
l i m i t a t i o n s  on  c o l l e c t i o n  p r e s c r i b e d  i n  t h i s  t i t l e  s h a l l  b e  s u s p e n d e d  fo r  t h e  
p e r i o d  t h e  a s s e t s  o f  t h e  t a x p a y e r  a r e  i n  t h e  c o n t r o l  o r  c u s t o d y  o f  t h e  c o u r t  i n  
a n y  p r o c e e d in g  b e fo r e  a n y  c o u r t  o f  t h e  S t a t e  o f  A l a b a m a ,  a n d  f o r  s i x  m o n t h s  
t h e r e a f t e r .  !

(c) Taxpayer outside State of Alabama. —  T h e  r u n n i n g  o f  t h e  p e r io d  o f  
l i m i t a t i o n s  on  c o l l e c t i o n  p r e s c r i b e d  i n  t h i s  T i t l e  40 s h a l l  b e  s u s p e n d e d  fo r  t h e  
p e r i o d  d u r i n g  w h i c h  t h e  t a x p a y e r  i s  o u t s i d e  t h e  S t a t e  o f  A l a b a m a  i f  s u c h  
p e r i o d  o r  a b s e n c e  i s  f o r  a  c o n t i n u o u s  p e r io d  o f  a t  l e a s t  s i x  m o n t h s .  I f  t h e  
p r e c e d i n g  s e n t e n c e  a p p l i e s  a n d  a t  t h e  t im e  o f  t h e  t a x p a y e r ' s  r e t u r n  to  t h e  
S t a t e  o f  A l a b a m a  t h e  p e r i o d  o f  l im i t a t i o n s  o n  c o l l e c t i o n  a f t e r  a s s e s s m e n t  
p r e s c r i b e d  i n  S e c t io n  40-29-51 w o u l d  e x p i r e  b e f o r e  t h e  e x p i r a t i o n  o f  s i x  
m o n t h s  f r o m  t h e  d a t e  o f  h i s  r e t u r n ,  s u c h  p e r io d  s h a l l  n o t  e x p i r e  b e fo r e  t h e  
e x p i r a t i o n  o f  s u c h  s i x  m o n t h s .
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§ 40-29-52? : “ r
7?;

a r t  i s  n o t  p a i d  w i t h i n  the! 
a i n s t ^ i h e  p u r c h a s e r  fo r t h e }  

n o t  r P a i d ,  t o g e t h e r  w i t h *  - 
te a r t m e n t  o f  R e v e n u e  *
m o f  t h e  c o m m i s s i o n e r  o r  hiaj> 
i a n d  v o id  fo r  f a i l u r e  to  m a k e *  «
t h e  p r o p e r t y  m a y  a g a i n  be-  ®
s tb) a n d  (c) o f  t h i s  s e c t io n .  I n  • ;■
y  n e w  p u r c h a s e r  s h a l l  r e c e i v e  ■ 2

; a r o f a n y  c l a im  o r  righ t o f  the ■:
w h a t s o e v e r ,  a n d  t h e  a m o u n t-  £
: h a s e r  s h a l l  b e  f o r f e i t e d .  (Acts' T-
A c t s  1992, N o .  92-186, § 76.) k

pplicable"; su b stitu te d  "in which the 
iaa at least 50 percent interest" for 
the taxpayer ha s controlling interest 
not include property  w herein the 
nay share  in ow nersh ip  w ith other 
.1 the second sentence of subsection 
wrote subsection (d).

i C o l l e c t i o n .

■me t a x .  R e p e a l e d  b y  A c t s  
O c t o b e r  1, 1992.

I of l^ ta t io n .
d  o f s  _ ^ i t i o n s  p r o v id e d  in  
e n d e d  to r  t h e  p e r i o d  d u r i n g  
t i n g  b y  l e v y  o r  a  p r o c e e d in g

of court. —  T h e  p e r i o d  o f  
s h a l l  b e  s u s p e n d e d  fo r  t h e  

o l o r  c u s t o d y  o f  t h e  c o u r t  i n  
i a b a m a ,  a n d  f o r  s i x  m o n t h s

<e r u n n i n g  o f  t h e  p e r io d  o f  
9 s h a l l  b e  s u s p e n d e d  fo r  t h e  
: S t a t e  o f  A l a b a m a  i f  s u c h  
a t  l e a s t  s i x  m o n t h s .  I f  t h e  
le  t a x p a y e r ’s  r e t u r n  to  t h e  
: o l l e c t i o n  a f t e r  a s s e s s m e n t  
fo re  t h e  e x p i r a t i o n  o f  s i x  
s h a l l  n o t  e x p i r e  b e fo r e  th e

(d) Case u n d e r  Title 11 of the United States Cod£ (Bankruptcy ). —  T h e  
r u n n i n g  o f  t h e  p e r io d  o f  l im i t a t i o n s  p r o v id e d  in  S e c t io n  40-29-51 fo r  c o l l e c t i o n  
s h a l l ,  i n  a  c a s e  u n d e r  T i t l e  11 o f  t h e  U n i t e d  S t a t e s  C o d e  ( B a n k r u p t c y ) ,  be  
s u s p e n d e d  f o r  t h e  p e r i o d  d u r i n g  w h i c h  t h e  c o m tn i s s i o n e r  i s  p r o h i b i t e d  b y  
r e a s o n  o f  s u c h  c a s e  f r o m  c o l l e c t i n g  s a i d  t a x  a n d  fo r  s i x  m o n t h s  t h e r e a f t e r .  
( A c t s  1983, 4 th  E x .  S e s s . ,  N o .  83-891, p. 128, § 20; A c t s  1992, No . 92-186, 
§ 77.)

T h e  1992 a m e n d m e n t,  effective October 1,
1992, rew rote th is  section.

Article 4.

A d d i t i o n s  t o  T a x  a n d  P e n a l t i e s .

§ 40-29-72. R u le s  fo r  a p p l ic a tio n  o f  a s s e s s a b le  p e n a lt ie s ;  " p e r s o n ” 
d e f in e d .

C r o s s  re fe re n c e s.  —  A s  to so-called "100% 
penalty" p ro vis io n s for t ru s t  fund taxes, see, in 
conjunction w ith  th is,sec tion, § 40-29-73.

§ 40-29-73. F a i lu r e  to  c o lle c t  a n d  p a y  o v e r  tax , o r  a t te m p t  to  e v a d e  o r  
d e f e a t  tax .

C r o s s  re fe re n c e s.  —  A s  to so-called ”100% 
penalty" p ro vis io n s for t ru s t  fund taxes, see, in 
conjunction w ith  th is  section, § 40-29-72.

Article 5.

J e o p a r d y .

§ 40-29-90. J e o p a r d y  a s s e s s m e n t — F o r  in co m e  tax .

(a) Termination of taxable period. —  I f  t h e  c o m m i s s i o n e r  o r  h i s  d e l e g a t e  
f i n d s  t h a t  a  t a x p a y e r  d e s i g n s  q u i c k l y  to  d e p a r t  f r o m  t h e  S t a t e  o f  A l a b a m a  o r 
to  r e m o v e  h i s  p r o p e r t y  t h e r e i n ,  o r  to  do  a n y  o t h e r  a c t  t e n d i n g  to  p r e j u d i c e  o r  to 
r e n d e r  w h o l l y  o r  p a r t l y  i n e fT e - 'a a l  p r o c e e d in g s  to  c o l l e c t  t h e  in c o m e  t a x  fo r  
t h e  c u r r e n t  o r  t h e  p r e c e d i n g  t a x a b l e  y e a r  u n l e s s  s u c h  p r o c e e d in g s  b e  b r o u g h t  
w i t h o u t  d e l a y ,  t h e  c o m m i s s i o n e r  o r  h i s  d e l e g a t e  s h a l l  d e c l a r e  t h e  t a x a b l e  
p e r i o d  fo r  s u c h  t a x p a y e r  im m e d i a t e l y  t e r m in a t e d ,  a n d  s h a l l  c a u s e  n o t i c e  o f  
s u c h  f i n d i n g  a n d  d e c l a r a t i o n  to  be  g i v e n  t h e  t a x p a y e r ,  t o g e t h e r  w i t h  a  d e m a n d  
f o r  im m e d i a t e  p a y m e n t  o f  t h e  t a x  fo r  t h e  t a x a b l e  p e r i o d  so  d e c l a r e d  
t e r m i n a t e d  a n d  o f  t h e  t a x  fo r  t h e  p r e c e d i n g  t a x a b l e  y e a r  o r  so  m u c h  o f  s u c h  
t a x  a s  i s  u n p a i d ,  w h e t h e r  o r  n o t  t h e  t im e  o t h e r w i s e  a l l o w e d  b y  l a w  fo r  f i l i n g  
r e t u r n  a n d  p a y i n g  t h e  t a x  h a s  e x p i r e d ;  a n d  s u c h  t a x e s  s h a l l  t h e r e u p o n  b e c o m e  
im m e d i a t e l y  d u e  a n d  p a y a b l e .  I n  a n y  p r o c e e d in g  i n  c o u r t  b r o u g h t  to e n fo r c e  
p a y m e n t  o f  t a x e s  m a d e  d u e  a n d  p a y a b l e  b y  v i r t u e  o f  t h e  p r o v i s i o n s  o f  t h i s

§ 40-29-72 ENFORCEMENT OF TAX LAWS § 40-29-90
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95.091 Limitation on actions to collect taxes.—
(1)(a) Except in the case of taxes for whicn certifi­

cates nave oeen sold or of taxes enumerated in s. 
72.011, any tax lien granted dy law to the state or any 
of its political subdivisions, any mumcioaiity. anv oudlic 
corporation or Dody politic, or any other entity having 
authority to levy ana collect taxes snail expire 5 years 
after the date the lax is assessed or becomes delin­
quent. whichever is later. No acton may be oegun to col­
lect any tax after the expiration of the lien securing the 
payment of the tax.
(b) Any tax lien granted by law to the state or any ol 

its political suodivisions for any tax enumerated m  s.
72.011 shall expire 20 years after the last date the tax 
may be assessed, after the tax becomes delinquent, or 
after the filing of a tax warrant, whichever is later An 
action to collect any tax enumerated in s. 72.011 may not 
be commenced atter the expiration of the lien securing 
the cayment of the tax.
(2) If no lien to secure the payment of a tax is pro­

vided by law. no action may oe oegun to collect the tax' 
after 5 years from the cate the tax is assessed or 
becomes delinquent, wmcnever is later.
(3)(a) 1 With the exception of taxes levied under 

chapter 198 and tax adjustments made pursuant to s. 
220.23, the Deoartment of Revenue may determine and 
assess the amount of any tax, penalty, or interest due 
under any tax enumerated in s. 72.011:

a. Within 5 years after the date the tax is due, any 
return with respect to the tax is due. or sucn return is 
filed, whichever occurs later:
b. Within 6 years after the date the taxpayer either 

makes a substantial underpayment of tax, or files a sub­
stantially incorrect return;
c. At any time while the right to a refund or credit 

of the tax is available to the taxpayer;
d. At any time after the taxpayer has failed to make 

any required payment of the tax, has (ailed to file a 
required return, or has filed a grossly false or fraudulent 
return; or

e. In any case in whicn there has Oeen a refund of 
tax erroneously made for any reason, within 5 years after 
making such relunc, or at any time after making sucn 
refund if it aopears that any part of the refund was 
induced by Iraud or the misrepresentation of a material 
fact.
2. For the purpose of this paragraph, a tax return 

filed before the last day prescribed by law, including any 
extension thereof, shall be deemed to have been filed 
on such last day, and payments made prior to the last 
day prescribed Dy law snail be deemed to have been 
paid on such last day

lb) The limitations in this subsection shall be totie 
for a period of 2 years if the Deparir. ant of Revenue ha 
issued a notice of intent to conduct an audit or mvestiga 
tion of the taxpayers account within the aopncaoie 
period of time as specified in this suosection. The 
department shall commence an audit within 120 days 
alter it issues a notice of intent to conduct an audits 
unless the taxpayer requests a delay If the taxoaye 
does not request a delay and the deoartment does nod 
begin the audit within 120 days after issuing the notice:! 
the tolling period shall terminate.
(4) If administrative or judicial proceedings for 

review of the tax assessment or collection are oegurrl 
within a period of limitation prescribed in this sections 
the running of the period snail be tolled during Ihe perbJ 
dency of the proceeding. Administrative proceedings! 
snail include taxpayer protest proceedings initiated j 
under s. 213 21 and deoartment rules.History.—s 20. cn. 74-382. s 37. on 85-342. s. 49. cn 37-c. ss 29 56. c/t 37-iQi 3. 4. cn 88-119; 3 «9. cn. 92-315.
95.11 Limitations other than for the recovery of real 

property.— Actions other than for recovery of real prop­
erty shall be commenced as follows:
(1) WITHIN TWENTY YEARS.— An action on a judg­

ment or decree of a court of record in this state.
(2) WITHIN FIVE YEARS.—
(a) An action on a judgment or decree of any court;1 

not of record, of this state or any court of the United 
States, any other state or territory in the United States.
.or a foreign country.

(b) A legal or equitable action on a contract, obliga­
tion, or liability founded on a written instrument.
(c) An action to foreclose a mortgage.
(3) WITHIN FO U R  YEARS.—
(a) An action founded on negligence.
(b) An action relating to the determination of pater­

nity. with the time running from the date the cniid 
reaches the age of majority.

(c) An action founded on the design, planning, or 
construction of an improvement to real property, with 
the time running Irum the date of actual possession oy 
the owner, the date of the issuance of a certificate cf 
occupancy, the date of abandonment of construction » 
not completed, or Ihe date of completion or termination 
of the contract between the professional engineer, reg­
istered architect, or licensed contractor and r . 
employer, whichever date is latest; except that, wn- 
the action involves a latent defect, the time runs from • - 
time the defect is discovered or should have been dis­
covered with the exercise of due diligence. In any event, 
the action must be commenced within 15 years after the 
date of actual possession by the owner, the date ot tne 
issuance of a certificate of occupancy, the date of aban­
donment of construction if not completed, or the date of 
completion or termination of the contract between the 
professional engineer, registered architect, or licensed 
contractor and his employer, whichever date is latest.

(d) An action to recover public money or property 
neld by a public oflicer or employee, or former public offi­
cer or employee, and obtained during, or as a result of, 
his public office or employment.
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SEVERANCE TAX 205.306

a n d  c o m p le t e  r e c o r d  o f  a l l  s u c h  o i l  p r o d u c e d  in t h i s  k t a t e  d u r i n g  th e  t im e  
so  e n g a g e d  in i t s  p r o d u c t i o n ,  a n d  s a i d  r e c o r d  s h a l l  b e  o p e n  a t  a l l  t im e s  to  
th e  in s p e c t i o n  o f  t h e  M i c h i g a n  t a x  c o m m is s io n .  A n y  c o r p o r a t i o n ,  a s s o c i ­
a t i o n  o r  p e r s o n  f a i l i n g  to  c o m p l y  w i t h  t h i s  r e q u i r e m e n t  s h a l l  b e  s u b j e c t  
to  a  p e n a l t y  o f  n o t  l e s s  t h a n  500 a n d  n o t  m o re  t h a n  1,500 d o l l a r s  p a y a b l e  
to  t h e  s t a t e  o f  M i c h i g a n ,  a n d  s u c h  p e n a l t y  s h a l l  a c c r u e  f o r  e a c h  20 d a y s  
o f  f a i l u r e  to  c o m p ly  w i t h  ch is  s e c t i o n  w i t h  r e f e r e n c e  to  e a c h  s e p a r a t e  o i l 
o r  g a s  w e l l .

1 Sections 205.301 and 205.302.

H is to ric a l Note

So u rc e : C.L.1948, § 205.304.
P.A .1929. No. 48. § 4. E ff.  Aug. 28. C.L.1970. § 205.304.
C.L.1929. j 3607.

L ib ra r y  References

Lic e n se s ®=25, 41.
C.J.S. Lic e n se s §§ 35, 55, 62 to 65.

205.305. Report, contents
S e c .  5. I n  e a c h  r e p o r t  r e q u i r e d  to  b e  m a d e  b y  t h i s  a c t ,  s u c h  c o r p o r a ­

t io n ,  a s s o c i a t i o n  o r  p e r s o n  m a k i n g  th e  s a m e  s h a l l  s h o w  in d e t a i l  th e  
d i s p o s i t i o n  m a d e  o f  a n y  s u c h  o i l  o r  g a s .  S a id  r e p o r t  s h a l l  s h o w  to  w h o m  
a n y  s u c h  o i l  o r  g a s  w a s  s o l d  o r  d e l i v e r e d  to e a c h ,  a n d  s h a l l  s h o w  th e  
n a m e  a n d  lo c a t io n  o f  t h e  p e r s o n ,  r e f i n e r y ,  p ipe l in e  e s t a b l i s h m e n t ,  p la n t ,  
f a c t o r y ,  r a i l r o a d ,  i n s t i t u t i o n  o r  p l a c e  to w h i c h  o r  to  w h o m  d e l i v e r y  w a s  
m a d e .

H isto ric a l Note

So u rc e : C.L.1948, § 205.305.
P.A. 1929, No. 48. § 5, E ff.  Aug. 28. C.L.1970. § 205.305.
C.L.1929, § 3608.

L ib ra r y  References

Lic e n se s «=25.
C.J.S. Lic e n se s § 35. •

205.306. Administration; rules; deficiency, interest, or penalty;
limitations

S e c .  6. (1) T h e  t a x  im p o s e d  b y  th i s  a c t  s h a l l  b e  a d m in i s t e r e d  b y  th e  
r e v e n u e  c o m m i s s i o n e r  o f  t h e  d e p a r tm e n t  o f  t r e a s u r y ,  u n d e r  A c t  N o .  122 
o f  t h e  P u b l i c  A c t s  o f  1941, a s  a m e n d e d ,  b e in g  s e c t i o n s  205.1 to  205.19 o f  
t h e  M i c h i g a n  C o m p i le d  L a w s ,  a n d  t h i s  a c t .  I n  c a s e  o f  c o n f l i c t  b e tw e e n  
A c t  N o . 122 o f  t h e  P u b l i c  A c t s  o f  1941, a s  a m e n d e d ,  a n d  t h i s  a c t ,  the  
p r o v i s i o n s  o f  t h i s  a c t  s h a l l  p r e v a i l .
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(2) R u l e s  s h a l l  b e  p r o m u lg a  A c t  N o .  306
o f  th e  P u b l i c  A c t s  o f  1969, a s  to  24.315 o f
th e  M i c h i g a n  C o m p i le d  L a w s .

(3) A  d e f i c i e n c y ,  i n t e r e s t ,  o r  p e n a l t y  s h a l l  n o t  b e  a s s e s s e d  a f t e r  t h e  
e x p i r a t i o n  o f  4 y e a r s  a f t e r  t h e  d a t e  s e t  f o r  t h e  f i l i n g  o f  t h e  r e q u i r e d  
r e t u r n  o r  t h e  d a t e  t h e  r e t u r n  w a s  f i l e d ,  w h i c h e v e r  i s  l a t e r .  T h e  t a x p a y e r  
s h a l l  n o t  c l a im  r e f u n d  o f  a n y  a m o u n t  p a id  to t h e  d e p a r tm e n t  a f t e r  th e  
e x p i r a t i o n  o f  4 y e a r s  a f t e r  t h e  d a t e  o f  t h e  p a y m e n t .  A  t a x p a y e r  s h a l l  
n o t  a s s i g n  a  c l a im  a g a i n s t  t h e  s t a t e  to  a n y  o t h e r  p e r s o n .  I f  a  p e r s o n  
s u b j e c t  to  t a x  u n d e r  t h i s  a c t  f r a u d u l e n t l y  c o n c e a l s  a n y  l i a b i l i t y  f o r  t h e  
t a x  c r  a  p a r t  o f  t h e  t a x ,  t h e  c o m m i s s i o n e r ,  u p o n  d i s c o v e r y  o f  t h e  f r a u d  
a n d  w i t h i n  2 y e a r s  t h e r e a f t e r ,  s h a l l  p r o c e e d  to  a s s e s s  t h e  t a x  w i t h  
p e n a l t i e s  a n d  i n t e r e s t  a s  p r o v id e d ,  c o m p u t e d  f r o m  th e  d a t e  on w h ic h  th e  
t a x  l i a b i l i t y  o r i g i n a l l y  a c c r u e d  a n d  th e  t a x ,  p e n a l t i e s ,  a n d  i n t e r e s t  s h a l l  
b e c o m e  d u e  a n d  p a y a b l e  a f t e r  n o t i c e  a n d  h e a r i n g  a s  p r o v id e d .

(4) T h e  r u n n i n g  o f  t h e  s t a t u t e  o f  l im i t a t i o n s  s h a l l  b e  s u s p e n d e d  f o r :
(a) T h e  p e r i o d  p e n d i n g  a  f i n a l  d e t e rm i n a t i o n  o f  t a x  a f t e r  i s s u a n c e  o f  a 

n o t i c e  o f  i n t e n t .
(b) A  p e r i o d  w h i c h  t h e  t a x p a y e r  a n d  t h e  c o m m i s s i o n e r  c o n s e n t  to in 

w r i t i n g .
Amended b y  P .A .1980, No. 166, § 1. E f f .  Sepc. 17.

H isto ric a l No te

S o u rc e :
P.A.1929, No. 48, § 6. E ff.  Aug. 28.
C.L.1929. § 3609.
C.L.1948, § 205.306.
C.L.1970. § 205.306.
P.A.1975, No. 5, § 1, Imd. E f f.  M arch 25.

T h e  1975 am endm ent su b stitu ted  "depart­
m ent" fo r “co m m ission” th ro u g h o u t the 
section; inse rted  "examine the books, 
records, and files o f a person required to 
make a re p o rt"  in the f i r s t  sentence; and 
deleted "and shall certify  the sam e to the 
state  tre a su re r  fo r collection" following 
"penalties and c o sts"  in the la st sentence.

T h e  1980 am endm ent rew rote  th is sec­
tion, which fo rm e rly  read:

"The  d e p a rtm ent shall have the pow er to 
examine the books, records, and files o f a 
person required to make a report, require  a 
producer o r  o th e r person, corporation, or 
association required to make a re p o rt to 
fu rn ish  additional inform ation as m ay be 
deemed necessa ry fo r the fair determ ina­
tion o f the a m o u nt o f severance tax, and

shall have the pow er to issu e  subpoenas and 
examine w itnesses. W h e n e ve r it shall ap­
pear to the departm ent tha t a producer or 
other person required to make a re p o rt has 
unlaw fully  made an u n tru e  or incorrect re ­
port, the departm ent shall correct the re ­
p ort and shall a sse ss  the severance tax 
thereon, together with all penalties and 
costs."

P.A. 1980, No. 166, § 3, provided:

“Thi3  amendatory act shall not take e f­
fect unless H o use  Bill No. 4718 (req uest 
no. '79 of the 1979 re g u la r se ssio n  o f the 
legislature  is enacted into law. T h is  act 
shall take effect on the effective date of 
H o use  Bill No. 4718 o f the 1980 re gu la r 
se ssio n  of the legislature."

H o use  Bill No. 4718 was enacted as P.A. 
1980, No. 162. It became effective Se p te m ­
ber 17, 1980.

P .A .1980, No. 166 was ordered to take 
immediate effect and was approved Ju n e  
18. 1980.
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§ 27-57-341 T a x a t i o n  a n d  F i n a n c e  0 ^  I

y ea rsca :. record  of a ll oil purchased,.- rece iv ed ,. p ro cu red , .'m anufac tu red , 
refined* com pounded,' used , sold, stored ; o r. delivered  w ith in  th is ts ta te  by 
sqch. d is trib u to r , to g e th e r w ith, invoices;, bills of lad ing , an d  o th e r, p e r tin e n t 
records a n d  papers as m ay  be reasonab ly  requ ired  by, th e  com m ission;. ^  £1- 
.. I t,sh a ll b e ;th e  duty, of every  person  p u rch as in g  oil fro m  a, d is tr ib u to r o f oil 
o r  o ther, perso n  for th e  purpose of sale  o r d is trib u tio n  , to m a in ta in  .and keep 
for. a -p erio d , of . th re e  (3) .y ears  a ure c o rd .o f ail-.oil: received*; together,, w ith
deliyeryi tickets,., invoices;,, bills'-of- lading,,- an d  su ch ..o th e r; records-.;as - th e  
com m ission m ay  re q u ire d '

•r rA ll' sales - m adei b y ^ a ; d is tr ib u to c °o d o il^ rotheD than> -re ta il I s a le s , fromrra 
service-, s ta t io n ,'s h a lh b 'e  ev idenced; in rw ritin g ; sig n ed  .by the! se lle r^  o n .h is  
agent,Cshall bear! the! d a te ' o f.purchase;.'na ine , and ; ad d ress :o firth e ip u rch aser 
and th e  se lle r, a n d - s h a l l  show " th e  k ind  an d i q u a n tity , o f th e  p ro d u c t 
purchased. Sales t ic k e ts .a n d  invoices m ade to cash  sh a ll n o t be considered  
as com plying w ith  the, term s.of. th is  a r tic le .,  a* .*<:•: .m  ... ,.U  C-'i

A d u a l u se r  shall m a in ta in  records from  w hich a n  ac cu ra te  d e te rm in a tio n  
o f 'th e  q u an titie s  o f diesel fuel ot kerosene ',used fo r-h ig h w a y 'a n d  n o n h ig h ­
way, purposes, can  be m a d e ; . ^ • ‘ * ^  -  sauu» ■* 7:1
." If1, in -'the n o rm al co n d u c t'o f  business o f a -d is tr ib u to r  o f oil o r d u a l u ser,1 
the  records o f such  d is tr ib u to r o r d u a l u ser a re  m a in ta in e d 'a n d 'k e p tr a t  a h  
office ou tside th is s ta te ,,i t .sh a ll  be a-sufficient com pliance w ith  th is .sec tio n .if  
th e  re co rd s -sh a ll be m ade availab le--for a u d i t ! a n d  ex a m in a tio n  by th e  
com m ission a t  such office located outside M ississippi. If  a  d is tr ib u to r  or d u a l

hoyeea. to 
i day, th e  
ave th em  
a f te r  th e

ords,. o r if  
r t  filed by 
ip a id , th e  
• fro m  an y

-1
1*, p.-*-

user fails o r  refuses to .p e rm it th e  
check an d  au d it its  records d u rin g  t 
com m ission sh a ll have a u th o r ity  to 
b rough t to  th e  office of; th e  com n 
subpoena is served  o n  th e .d is trib u to i 
,.. I f .a  d is tr ib u to r  of'oil. on. d u a l u se r 
an  au d it of th e  records o f s a id  d istril 
him  o r an y  o th e r  in fo rm atio n  disclc 
com m ission sh a ll m ake-assessm en ts 
inform ation , available,' w h ich  sh a ll be p rim a  facie‘correct.-1 • '. 0 -, , • , ■ f 1* • *r
- All ac tions by  th is  s ta te  fo r th e  recovery  of ad d itio n a l am o u n ts  c la im ed  as 
ta x  d u e -u n d e r  th is  a r tic le  m u st be^com m enced w ith frra . period-.'of th ree , (3) 
y ears  from  th e  d a te  o f th e  filing o f th e  req u ired  rep o rt, w ith , th& 'com m issipn, 
provided th a t  in  th e  ca se 'o f a -frau d u len t o r falser rep o rt-w ith  in te n t  to  evade 
tax- o r 'o f 'a - fa ilu re  to ; file aireport,*  ac tio n /m ay  b e 'co m m en ced  a t  a n y  tiine .1 
However,v w h e n  an. exam ination-.o f a , tax p ay e r 's r  records. to :-yenfy- re tu rn s  
mades under-- this:: c h a p te r  - has-been -- in itia te d ; and . th e  ta x p a y e r  notified 
th e reo f by -certified , m ail, within.' t h e - th irty-sixhno’h th ' ex am in a tio n -1 period  
provided h e re in ,.th e . d e te rm in a tib n ^ fd h e .c o rre c fc  fax  liab ility  m ay  b e  m ade 
b y  th e  com m ission, a f te r - th e  ex p ira tio n  o f aa id .th irty -a ix -m o h th 'ex a in in a tio n  
period,, p rov ided^ th a t-s a id ^  d e te n b m a tjo n . sh a ll be m ad e  m tT f'ifeaaonab le  
p ro m p tn e ss^ n d  diligence. • ”  ; : "<> •« **c - ’*
S O U R C E S :  L a w s ,  1981, cli7408, } 48; 1982, c h. 438/ § 12, e ff f ro m  a n d  a f te r  J u l y  l','.1982,'

E d i t o r 's  N o te —
‘ S e c tio n  23 o f  c h .  438, L a w s ,  1982, effective fro m  and a f te r  J u l y  1, 1982, provideo as followa: 

" S E C T IO N  23. N o th in g  in th is  act sh a ll affect o r  defeat any. claim, assessm ent,, appeal, su it, 
r ig h t o r cause of action fo r taxes due o r accrued u n d e r T itle  27/ C h a p te rs 65, 67/ 61 and 63, 
M ississip p i Code o f 1972, p rio r to J u l y  1, 1982, w h e th e r such a sse ssm en ts, appeals, s u it s ,  c la im s
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§ 39-2-214 TAXATION AND REVENUE § 39-2-214

T h e  1991 a m e n d m e n t,  effective A p ril  1, the W y o m in g  legislature  d y n n g  the sam e 
1991, in  the second sentence, su b stitu te d  "de- se ssio n  in which th is  act is  Adopted sha ll be
pertinent" for "board" and deleted "depart- g iven precedence and sh a ll, p re va il o ve r the
m e n t” following "taxpayer." am end m ents in  th is act to the extent that such

C o n flic tin g  le g is la tio n . —  La w s  1991. ch. nct3 are in conflict W lth th is  act."
174, § 4, provides: " A n y  other act adopted by

§ 39-2-214. V aluation am endm ents and lim itation period.
(a) Effective u n til M arch 1, 1994, the d ep a rtm en t is au tho rized  to rely  on 

final au d it find ings u nder W.S. 9-2-2003, tax p ay e r am ended re tu rn s  or 
d ep a rtm en t review , and  to certify  m ine product valuation  am en d m en ts  for 
production  in  ca len d ar y ea r 1985 and th ereafte r, to the  county assessor of the 
county  in w hich th e  property  is located, to be en te red  upon th e  assessm en t 
ro lls of the county  and  taxes ct ;ubject to appeal
u n d er subsection (g) of th is : ,

(b) C om m encing M arch 1, -,<fvv’;Y'J -rized to rely  on
final au d it find ings, tax p ay er 1/ t  rev iew , and  to
certify  m ine product valuatic  assessor of the
county  in  w hich th e  p roperty  th e  assessm en t
rolls of the  county  and  taxes ci subject to appeal
un d e r subsection  (g) of th is  lu d i t /o r  review")

t^co m m ences^ r  re tu rn  is filed w eT h ep ro d u c tio n
should  have been or was reported  p u rsu a n t to W.S. 39-2-201(b)(i), w hichever 
is la ter.

(c) T he d ep a rtm en t is au tho rized  to rely  on final au d it findings, tax p ay er 
am ended  re tu rn s  or d ep a rtm en t review , and to assess deficient severance tax  
paym ents, in te re s t an d  pena lty , if  any, for the sam e periods g o vern ing  m ine 
product va lu a tio n  am en d m en ts  p u rsu a n t to subsections (a) an d  (b) of th is  
section.

(d) All au d its  or d ep a rtm en t review s, as applicab le, p u rsu a n t to subsec­
tions (a), (b) and  (c) of th is  section are  subject to the  following conditions:

(i) A udits a re  com m enced w hen the  tax p ay er receives w ritte n  notice 
of the  in ten d ed  action;

(ii) P rio r to en te rin g  th e  prem ises of a tax p ay e r or th ird  p arty , th e  
tax p ay er or th ird  p arty  sh a ll be provided a t  le a s t fou rteen  (14) days 
w ritten  notice;

(iii) A u d its  a re  com pleted w hen th e  final find ings a re  issued  to  ,the 
tax p ay e r by th e  d ep a rtm en t of audit;

(iv) U nless otherwise, ag reed  to in  w riting , au d its  sh a ll be com pleted 
and the  final a u d it  find ings issued to the  tax p ay e r not la te r  th a n  th e  end 
of the  m on th  two (2) y ea rs  a f te r  the  au d it is commenced;

(v) Any assessm en t or levy, includ ing  the  assessm en t of a  p en a lty  and  
in te re st, if  any , re su ltin g  from  final au d it find ings or d ep a rtm en t review  
sh a ll be issued w ith in  one (1) y ea r following th e  com pletion o f  th e  a u d it  or 
review;

(vi) Upon receip t of d ep a rtm en t review  find ings, the tax p ay e r sha ll 
have six ty  (60) days in w hich to subm it a response.



G o o d  a f te rn o o n  M r. C h a irm a n  a n d  C o m m itte e  M e m b e rs

M y  n a m e  is J o h n  P ilk in to n . I am  D ire c to r  o f  O il &  G a s  A u d it.

W ith  m e  to d a y  is R o n  B itz e r , c h ie f  o f  m y  A p p e a ls  S e c tio n .

W e  w a n t  to  le a v e  y o u  w ith  th re e  m e s s a g e s -

1. S B  185  a n d  o r  its  s u b s t i tu te s  s h o u ld  b e  p a s s e d  o u t  o f  th is  

c o m m itte e  w ith  an  o v e rw h e lm in g  e n d o rs e m e n t  a n d  p a s s e d  b y  th e  

S e n a te  a n d  H o u s e  th is  s e s s io n . T h e re  a re  s u b s ta n t ia l  d o lla rs  a t r isk .

2 . T h e  p e rs o n n e l o f  D iv is io n  o f  O il &  G a s  A u d i t  h a s  d o n e  a n  

o u ts ta n d in g  jo b  fo r  th e  c it iz e n s  o f  A la s k a  a n d  in s te a d  o f  th e  

c a s t ig a t io n  b y  in d u s try  a n d  th e  m e d ia  th e y  s h o u ld  b e  a p p la u d e d . 

T h e  a u d its  o f  O il a n d  G a s  ta x  a n d  ro y a ltie s  o f  th e  s ta te  a re  

c o m p le x , g a rg a n tu a n  ta s k s  d o n e  w ith  so m e  o f  th e  la rg e s t  

c o rp o ra t io n  in  th e  w o rld .

3. T h e  c la r if ic a t io n  p ro p o s e d  in  S B  185 a re  r e a s o n a b le , 

e q u ita b le  to  th e  c o m p a n ie s  a n d  to  A la sk a 's  c it iz e n s .

F ir s t  le t m e  m e  s u m m a r iz e  th e  tw o  p o r t io n s  o f  th e  b ill a s  o r ig in a lly  

s u b m it te d  a n d  th e  s u g g e s te d  s u b s ti tu t io n :



T h e  6 y e a r  c o lle c t io n  s ta tu te  is th e  le a s t  ta lk e d  a b o u t  p o r t io n  

o f  th e  b ill ,  th e  s im p le s t  to  u n d e rs ta n d  y e t  w ith  th e  la rg e s t  e x p o s u re  

to  th e  s ta te . T h e  e x is t in g  la w  sa y s  6 y e a rs  f ro m  d a te  o f  a s s e s s m e n t  

th e  ta x  m a y  b e  c o lle c te d  b y  le v y  o r  b y  a  p ro c e e d in g  in  c o u rt. T h e  

p ro p o s e d  c la r if ic a t io n  in  w o rd in g  p ro v id e s  fo r  th e  la te r  o f  6 y e a rs  

a f te r  a s s e s s m e n t  o r  6  y e a rs  a f te r  f in a l  a d m in is tr a t iv e  o r  ju d ic ia l  

a p p e a l. O n ly  o n e  ta x p a y e r  h a s  th u s  fa r  ra is e d  th is  as  a  d e fe n se  b u t  

in a d d it io n  to  a s s e s s m e n ts  a lre a d y  p a s t  th e  s ix  y e a rs , th e re  w ill b e  

se v e ra l a s s e s s m e n ts  m a d e  in  th e  la te  8 0 's  th a t  c o u ld  b e  

j e o p a r d iz e d  in  th e  n e x t  fe w  y e a rs  i f  th e  la w  is n o t c h a n g e d . W e  

b e lie v e  th e  ta x p a y e rs  a re  e n t i t le d  to  e x e rc is e  th e ir  fu ll r ig h ts  to  all 

le v e ls  o f  p ro te s t  w i th o u t  p re m a tu re  le v y 's  a n d  c o lle c tio n  a c tio n s  

a n d  u rg e  y o u  to  g iv e  th e  ta x p a y e rs  th a t  p ro te c tio n .

T h e  p ro p o s e d  3 y e a r  c la r if ic a t io n  a llo w s  th e  d iv is io n  to  

in c re a s e  o r  d e c re a s e  a n  u n p a id  a s s e s s m e n t  th a t  w a s  p re v io u s ly  

is su e d  w i th in  th e  th re e  y e a r  s ta tu te . T h e  c o n c e p t  is th a t  th e  

ta x p a y e r  h a s  b e e n  p u t  o n  n o tic e  w ith  a n  a s s e s s m e n t  th a t  th e ir  ta x  

l ia b i li ty  is in  d is p u te  a n d  th a t  th e  D iv is io n  w a n ts  to  c o lle c t  th e  

c o rre c t  a m o u n t  o f  ta x , b e  it h ig h e r  o r  lo w e r. S o  th e  D iv is io n  n e e d s  

to  b e  a b le  to  a d ju s t  its  o r ig in a l  a s s e s s m e n t  fo r  n e w  in fo rm a tio n . 

{T h e  a l te rn a te  la n g u a g e  in  th e  s u b s t i tu te  b ill w o u ld  s ti ll  p ro v id e  

th e  r e t ro a c t iv e  fe a tu re  b u t  w o u ld  p u t  a  c a p  o n  th e  fu tu re  o f  f iv e  

y e a rs  to  m a k e  a n y  a s s e s s m e n t -  a  s h o r t  p e r io d  w h e n  y o u  o f te n  a re  

n o t  a llo w e d  to  s ta r t  a u d it in g  th e  ta x p a y e r  w ith  th e  b a re s t  o f  

in fo rm a tio n  fo r  e ig h te e n  m o n th s  to  tw o  y e a rs .}  L e t u s  w a lk  th ru  a  

q u ic k  s u m m a r y  o f  th e  p ro c e s s  o f  a u d it  a s s e s s m e n t  a n d  a p p e a l.



( C H A R T )  o f  p r o c e s s

T h e  a m e n d in g  o f  a n  a s s e s s m e n t  c o m e s  a b o u t  n o rm a lly  in  tw o  

w a y s . O n e  as th e  ta x p a y e r  e x e rc is e s  its  a p p e a l r ig h ts  th e  c a se  is 

a s s ig n e d  to  an  a p p e a ls  o f f ic e r  w h o  lo o k s  a t  th e  a u d i t  a n d  

d e te rm in e s  w h e th e r  th e  a u d i t  w a s  d o n e  in  a c c o rd  w ith  D iv is io n  

a n d  D e p a r tm e n t  p o lic y , is  a c c u ra te ly  d o n e  a n d  th a t  th e  fa c ts  a re  

s u p p o r te d . In a n  in fo rm a l h e a r in g  th e  h e a r in g  o f f ic e r  a lso  m a y  

h e lp  to  n e g o tia te  a  c o m p ro m is e  w ith  th e  ta x p a y e r . In  a  fo rm a l 

h e a r in g  th e  o f f ic e r  w ill  r e n d e r  a  ju d g m e n t  o n  th e  fa c ts . T h e  

ta x p a y e r  h a s  f i le d  th e i r  a p p e a l  a n d  to ld  th e  D iv is io n  w h a t  th e y  

b e lie v e . A ll o f  th is  b e c o m e s  th e  b a s is  o f  w h a t  g o e s  to  c o u rt, 

s ta r t in g  in  S u p e r io r  C o u r t ,  i f  a g re e m e n t  is  n o t  r e a c h e d .

T h e  s e c o n d , m o re  e x tr e m e  c a se  c o m e s  a b o u t  w h e n  a  ta x p a y e r  

p la y s  h a rd b a l l ,  w ill  n o t  p r o v id e  in fo rm a tio n , w ill  n o t  w a iv e  th e  

s ta tu te  o f  l im ita t io n s  a n d  th e  D iv is io n  h a s  to  is s u e  a n  a s s e s s m e n t  

b a s e d  o n  e s t im a te s -  a  j e o p a r d y  o r  b lu e s k y  a s s e s s m e n t . T h is  is  ra re  

fo r  a  c o m p a n y  to  d o  b u t  it h a s  h a p p e n e d  e v e n  d u r in g  m y  sh o r t 

te n u re . B u t  th e  m o re  l ik e ly  s i tu a t io n  is w h e re  o n  a  p a r t ic u la r  is su e  

w ith in  a  la rg e r  a u d it ,  th e  t a x p a y e r  is s lo w  to  p ro v id e  in fo rm a tio n  

o n  a  p a r t ic u la r  is s u e  a n d  fo rc e  th e  a u d i to r  to  b e  v e ry  v e ry  p re c is e  

in  a s k in g  fo r  p a r t ic u la r  in fo rm a t io n  o r  d o c u m e n ts .  A  ta x p a y e r  in  

M a y  1 9 8 6  e x p la in e d  to  a n  a u d i t  te a m  th e  c o n c e p t  o f  " p e e lin g  th e  

o n io n " . T h a t  is m a k in g  th e  a u d i to r  w o r k  th e i r  w a y  th r u  th e  lay e rs  

o f  in fo rm a tio n , a lw a y s  a s k in g  th e  r ig h t  q u e s t io n s  to  g e t  to  th e  n e x t



layer. In  th is  s i tu a t io n  c h a n g e  in  in e v ita b le  as in fo rm a tio n  c o m e s  

to  l ig h t  g o in g  th ru  a n  a p p e a l p ro c e ss .

E ith e r  w a y  th e  a s s e s s m e n t  w ill  b e  a d ju s te d  b a s e d  o n  th e  fa c ts  

p ro v id e d  a n d  a s s u m in g  n o  s e t t le m e n t  w ill  b e  th e  c a se  th a t  is tr ie d .

N o w  p e rm it  m e  to  g iv e  y o u  an  o v e r  v ie w  o f  w h a t  w e  a re  d e a l in g  

w ith .

F o r  1 9 9 0  to  1 9 9 2  th e re  w e re  1 1 2 5 7  f i l in g s  fo r  18 o r  19 p ro d u c e rs  

fo r  a s  m a n y  as 2 8  f ie ld s  fo r  as m a n y  a s  3 6  p ro d u c t io n  m o n th s . 

(1 8 1 4 4  m a x im u m )  w ith  e v e ry  p r o d u c e r  n o t h a v in g  a n  in te re s t  in  

e v e ry  f ie ld  a n d  re tu rn s  b e in g  f i le d  fo r  b o th  o il a n d  g a s . T h e n  th e  

p ro d u c e rs  f i le d  3 7 0 9  a m e n d e d  f i l in g s  fo r  th e  s a m e  p e r io d  (3 3 % ), 

( a n d  th e y  c o m p la in  a b o u t  th e  D iv is io n  f i l in g  a m e n d e d  

a s s e s s m e n ts .)

F o r  1 9 9 3 , th e  n u m b e rs  a re  :

3 9 9 3  s e v e r a n c e  t a x  f i l in g s

2 7 3 7  a m e n d e d  f i l in g s  b y  ta x p a y e rs  (6 9 % )

E a c h  o f  th e s e  f i lin g s  a n d  a m e n d e d  f i l in g s  b y  ta x p a y e r s  h as  to  be  

d e a l t  w i th  as o n e  la rg e  m e c h a n ic a l  a s p e c t  o f  th e  a u d it .  In  fa c t 

ta x p a y e rs  a re  o f te n  t ry in g  to  m a k e  a m e n d m e n ts  w h ile  w e  a re  

t ry in g  to  a u d it  a  re tu rn .



N o w  I w o u ld  l ik e  to  s h o w  y o u  w h e re  w e  h a v e  b e e n  w ith  th is  

s p re a d  s h e e t  s u m m a r y . ' ( p a s s o u t  c o p ie s )

W a l k  t h r u  th e  l in e s

C o n te x t  o f  th e  w o r ld  a n d  in d u s try  a n d  h o w  it h a s  c h a n g e d , th in g s  

g o in g  o n  in  7 9  8 0 - g a s o l in e  l in e s , p r ic e  c o n tro ls ,  w in d fa l l  p ro f its  

ta x , n o  s e t t le m e n ts  o f  ro y a lty  o r  ta x , e m e rg in g  m a rk e ts  f c r o il.

A s  y o u  se e  w e  h a v e  re s o lv e d  m o s t  c a se s  a n d  fo r  th e  e a r l ie s t  y e a rs  

th e re  a re  o n ly  a  c o u p le  ta x p a y e r s  le f t  a n d  th o s e  a re  n o t  th e re  fo r 

la c k  o f  e ffo r t. T h e re  h a v e  b e e n  n u m e ro u s  m e e tin g s  to  n e g o tia te  

e q u ita b le  s e t t le m e n ts  to  n o  a v a il. W e  h a v e  n o t  c o n v in c e d  th e  

ta x p a y e rs ,  n o r  h a v e  th e y  c o n v in c e d  u s  s o  w e  m o v e  fo rw a rd  to w a rd  

re s o lu tio n  in  a  fo rm a l h e a r in g  a n d  i f  n e c e s s a ry  to  a  ju d ic ia l  

s o lu t io n . W e  w o u ld  h a te  to  h a v e  o u r  g o o d w il l  in  t r y in g  to  w o rk  

o u t  in fo rm a l s o lu t io n  to  b e  h e ld  a g a in s t  u s  w ith  a  ju d ic i a l  d e c re e  

th a t  p re v e n ts  u s  f ro m  c o lle c t in g  w h a t  is d u e  th e  c i t iz e n s  o f  A la sk a .



T E S T I M O N Y  BY A T T O R N E Y  G E N E R A L  B R U C E  M. B O T E L H O  R E G A R D I N G
SB 185 - S T A T U T E  O F  L I M I T A T I O N S  

A p r i l  7, 1994

L e t  m e  b e g i n  b y  r e i t e r a t i n g  t h a t  w h a t  is a t  s t a k e  h e r e  is not 
a d i s p u t e  a b o u t  h o w  m u c h  t a x  a n  oil c o m p a n y  s h o u l d  pay. It is not 
a d i s p u t e  a b o u t  w h e t h e r  t h e  d e p a r t m e n t  of r e v e n u e ' s  a s s e s s m e n t s  
r e f l e c t  a c o r r e c t  o r  i n c o r r e c t  a p p l i c a t i o n  of t h e  p r o d u c t i o n  t a x  or 
t h e  i n c o m e  t a x  laws. W h a t  is at s t a k e  is w h e t h e r  t h e r e  c a n  e v e n  
b e  a d e t e r m i n a t i o n  of w h o  is r i g h t  a n d  w h o  is w r o n g  and of h o w  m u c h  
is a c t u a l l y  o w e d  u n d e r  t h e  s t a t e ' s  r e v e n u e  laws.

W h a t  d o e s  SB 185 do?

SB 185 c o n f i r m s  t h e  s t a t e ' s  i n t e r p r e t a t i o n  o f  two s t a t u t e s  of 
l i m i t a t i o n .

W i t h  r e s p e c t  t o  AS 4 3 . 0 5 . 2 6 0 ,  t h a t  i n t e r p r e t a t i o n  is t h a t  so 
l o n g  as t h e  d e p a r t m e n t  of r e v e n u e  h a s  i s s u e d  a n  a s s e s s m e n t  on a t a x  
y e a r  w i t h i n  t h e  t h r e e  y e a r  period, it m a y  l a t e r  a m e n d  t h a t  
a s s e s s m e n t  t o  r e f l e c t  n e w  e v i d e n c e  t h a t  h a s  c o m e  to l i g h t  d u r i n g  
d i s c o v e r y .

T h e  s e c o n d  st a t u t e ,  AS  4 3 . 0 5 . 2 7 0 ,  on its f a c e  d e c l a r e s  t h a t  
t h e  d e p a r t m e n t  of r e v e n u e  m u s t  i n i t i a t e  a c o l l e c t i o n  a c t i o n  w i t h i n  
s i x  y e a r s  of t h e  a s s e s s m e n t .  O n c e  ag a i n ,  the s t a t e ' s
i n t e r p r e t a t i o n  is t h a t  the p e r i o d  d o e s  n o t  r u n  w h i l e  the t a x p a y e r  
c o n t i n u e s  to  d i s p u t e  the a m o u n t  t h a t  is a c t u a l l y  due.

W h y  d o  w e  b e l i e v e  this is t h e  r i g h t  i n t e r p r e t a t i o n ?

L e t  m e  f o c u s  o n  the a s s e s s m e n t  s t a t u t e  of l i m i t a t i o n s .

A s  C h a r l i e  C o l e  m a d e  c l e a r  in h i s  t e s t i m o n y ,  the p u r p o s e  of 
t h e  s t a t u t e  of l i m i t a t i o n s  is to r e q u i r e  t h a t  a t a x p a y e r  be  p u t  on 
n o t i c e  t h a t  a t a x  t y p e  a n d  t a x  y e a r  h a v e  b e e n  c h a l l e n g e d  in a 
t i m e l y  e n o u g h  f a s h i o n  t h a t  t h e  t a x p a y e r  k n o w s  t o  k e e p  r e c o r d s  on 
hand.

C h a r l i e  c o m p a r e d  the a s s e s s m e n t  to  t h e  c o m p l a i n t  in a c i v i l  
s u i t — a c o m p a r i s o n  t h a t  t h e  s u p r e m e  c o u r t  t h i s  w e e k  al s o  m a d e  in 
t h e  H i c k e l  v. H a l f o r d  lav/suit. C h a r l i e  n o t e d  t h a t  c ivil s t a t u t e s  
o f  l i m i t a t i o n  m a k e  no m e n t i o n  of r e l a t i o n - b a c k  a n d  t o lling, b u t  
t h e y  a r e  w e l l - a c c e p t e d  d o c t r i n e s  t h a t  s h o u l d  b e  a p p l i e d  in t h i s  
c o n t e x t  as well.

T h a t  is to  say, t h a t  in a g a r d e n  v a r i e t y  c i v i l  suit in A l a ska,  
t h e  p l a i n t i f f  h a s  t h e  b e n e f i t  of b o t h  t h e s e  d o c t r i n e s :  r e l a t i o n -  
b a c k  a n d  e q u i t a b l e  to l l i n g .  T h e s e  r i g h t s  a r e  n o t  s t a tutory, b u t  
a r i s e  u n d e r  t h e  c o m m o n  law. T h e  i n d u s t r y  n o w  a r g u e s  t h a t  t h e  s t a t e  
s h o u l d  be d e n i e d  t h e s e  s a m e  b e n e f i t s .  And, in o p p o s i n g  SB 185, t h e  
i n d u s t r y  a r g u e s  t h a t  the l e g i s l a t u r e ,  in e n a c t i n g  AS 4 3 . 0 5 . 2 6 0 ,



d e c i d e d  to d e n y  t h e  s t a t e  r i g h t s  t h a t  a r e  t r a d i t i o n a l l y  a n d  
u n i f o r m l y  a v a i l a b l e  to  o t h e r  A l a s k a  p l a i n t i f f s .  T h i s  b i l l  s a y s  
t h e y ' r e  wrong.

Well, if y o u ' r e  so s u r e  of y o u r  p o s i t i o n ,  w h y  not let t h e  
A l a s k a  S u p r e m e  C o u r t  s i m p l y  d e c i d e  t h i s  case. W h y  i n v o l v e  us in 
t h i s  c o n t r o v e r s y ?

As  y o u  m a y  know, t h e r e  h a d  b e e n  a s t a y  in e f f e c t  in t h e  A l a s k a  
S u p r e m e  C o u r t  b e t w e e n  M a y  1993 a n d  J a n u a r y  of th i s  year. T h e  
S t a t e  a n d  E x x o n  h a d  a g r e e d  to t h e  s t a y  in o r d e r  to a l l o w  f o r  
c o n t i n u i n g  n e g o t i a t i o n s  to see w h e t h e r  w e  c o u l d  r e s o l v e  o u r  
o u t s t a n d i n g  d i f f e r e n c e s .

W h e n  I b e c a m e  a t t o r n e y  general, I l i f t e d  t h e  s t a y  a n d  a s k e d  
t h e  S u p r e m e  C o u r t  to s c h e d u l e  oral a r g u m e n t — n o w  set for M a y  13th.

So  w h y  a r e  y o u  i n v o l v e d  w i t h  SB 185? T h e r e  are two r e a s o n s .  
O n e  is o b v i o u s .  H o w  e v e r  s t r o n g  w e  b e l i e v e  o u r  p o s i t i o n  to be, 
t h e r e  is t h e  p o s s i b i l i t y  w e  m i g h t  lose.

T h e  s e c o n d  r e a s o n  r e l a t e s  to m y  d e c i s i o n  t o  lift t h e  stay. 
T h e  s t a t e  a n d  o i l  c o m p a n i e s  c a n n o t  s e t t l e  t h e i r  d i f f e r e n c e s  so l o n g  
as t h e  c o m p a n i e s  a s s e s s  t h e i r  r i s k  o n  d i s p u t e d  t a x e s  t h a t  are 
a f f e c t e d  b y  t h e  s t a t u t e  of l i m i t a t i o n s  at zero.

M e a n i n g f u l  n e g o t i a t i o n s  c a n n o t  b e  c o n c l u d e d  u n t i l  t h e r e  is a 
f u n d a m e n t a l  r e t h i n k i n g  of t h a t  view. A n d  w h i l e  t h e  A l a s k a  S u p r e m e  
C o u r t  m a y  h e a r  o r a l  a r g u m e n t  in May, I d o  n o t  b e l i e v e  it l i k e l y  
t h a t  t h e  c o u r t  w o u l d  i s s u e  its d e c i s i o n  f o r  at l east s e v e r a l  
m o n t h s ,  p e r h a p s  m o r e  t h a n  a y e a r  a f t e r w a r d .

T h e  s i x  y e a r  s t a t u t e  of l i m i t a t i o n s  h a d  b e e n  a r g u e d  in t h e  
s u p r e m e  c o u r t  a n d  h a d  b e e n  a w a i t i n g  d e c i s i o n  for m o r e  t h a n  13 
m o n t h s  w h e n  w e  f i r s t  n o t i f i e d  the c o u r t  t h a t  w e  w e r e  e n g a g i n g  in 
s e t t l e m e n t  d i s c u s s i o n s  w i t h  Tesoro. W e  u l t i m a t e l y  s e t t l e d  w i t h  
T e s o r o  s e v e r a l  m o n t h s  later, r e s u l t i n g  in d i s m i s s a l  of t h e  case.

In short, p a s s a g e  of SB 185 w i l l  p u t  u s  b a c k  on t r a c k  t o w a r d  
early, m e a n i n g f u l  r e s o l u t i o n  of o u t s t a n d i n g  t a x  disputes.

L e t  m e  r e s p o n d  b r i e f l y  to o t h e r  c o n c e r n s  t h a t  I've h e a r d  
e x p r e s s e d  a b o u t  t h i s  bill.

T h i s  b i l l  is c h a n g i n g  t h e  r u l e s  in t h e  m i d d l e  of t h e  game.

As  I s t a t e d  a t  the outset, t h i s  b i l l  d o e s  n o t  c h a n g e  a n y  t a x  
rule. It d o e s  c o n f i r m  the l o n g s t a n d i n g  p o s i t i o n  of the s t a t e —  
e x p l i c i t l y  a n d  p u b l i c l y  s e t  f o r c h  in a f o r m a l  o p i n i o n  of t h e  
d e p a r t m e n t  of l a w  10 y e a r s  ago.



I m u s t  a d m i t  t h a t  I w a s  t r o u b l e d  b y  t h i s  a r g u m e n t  r a i s e d  by 
Mr. H o u s e h o l d e r  on  b e h a l f  o f  t h e  A l a s k a  Oil a n d  Gas A s s o c i a t i o n .  
W h e n  o i l  b e g a n  f l o w i n g  f r o m  P r u d h o e  B a y  in S e p t e m b e r  1977, the r u l e  
of  t h e  g a m e  w a s  " s e p a r a t e  a c c o u n t i n g " .  T h a t  d i d n ' t  s t o p  t h e  
i n d u s t r y  f r o m  t r y i n g  to c h a n g e  t h e  rule.

I n  1979 t h e  i n d u s t r y  f i l e d  s u i t  to  h a v e  it d e c l a r e d  
u n c o n s t i t u t i o n a l  a n d  t o  s e e k  r e f u n d s  for all m o n i e s  the s t a t e  w o u l d  
r e c e i v e  u n d e r  t h e  tax. And, a l t h o u g h  t h e  t a x  w a s  u p h e l d  at e v e r y  
s t a g e — t h r o u g h  t h e  A l a s k a  S u p r e m e  C o u r t  in 1985, w i t h  cert, d e n i e d  
in 1 9 3 6  b y  t h e  US S u p r e m e  C o u r t — t h e  i n d u s t r y  w a s  s u c c e s s f u l  in 
g e t t i n g  t h e  s e p a r a t e  a c c o u n t i n g  a c t  r e p e a l e d  in 1982.

T h e  d e p a r t m e n t  of r e v e n u e  is r e s p o n s i b l e  f o r  the y e a r s  long 
d e l a y s  in c o m p l e t i n g  t h e  t a x  c a s e s

T h e r e  is n o  d o u b t  t h a t  t h e  p e r i o d  of t i m e  to  s o l v e  s o m e  of t h e  
o l d e s t  c a s e s  is e x t r a o r d i n a r y .  T h e r e  is b l a m e  to g o  a r o und. 
T h e r e  s h o u l d  a l s o  be r e c o g n i t i o n  t h a t  t h e  a m o u n t s  a t  s t a k e  a r e  s o m e  
of  t h e  l a r g e s t  p i e c e s  of l i t i g a t i o n  in t h e  U n i t e d  S t a t e s ;  t h e  
i s s u e s  a r e  c o m p l e x .  T h e y  t a k e  time.

T o  t h e  e x t e n t  t h a t  y o u  w i s h  t o  g e t  to  t h e  b o t t o m  of t h i s  
issue, I u r g e  y o u  to do  t h r e e  t h i ngs:

a. c o n t a c t  o t h e r  oil p r o d u c i n g  s t a t e s  t o  fi n d  o u t  w h e t h e r  
t h e y  h a v e  c a s e s  t h a t  a r e  as lo n g  s t a n d i n g  as o u r s — I b e l i e v e  t h a t  
y o u  w i l l  f i n d  them.

b. s c h e d u l e  a s e p a r a t e  h e a r i n g  so t h a t  t h e  d e p a r t m e n t  of 
r e v e n u e  c a n  p r o v i d e  y o u  w i t h  a d e t a i l e d  a n a t o m y  on p e n d i n g  cases.
A s k  t h e m  to a c c o u n t  t o  y o u  for t h e  delay.

c. A n d  e a c h  t i m e  a r e p r e s e n t a t i v e  o f  t h e  i n d u s t r y  c o m e s  
f o r w a r d  t o  a r g u e  t h a t  t h e  d e p a r t m e n t  h a s  d e l a y e d  r e s o l u t i o n  of 
t h e i r  t a x  m a t t e r ,  a s k  h i m  o r  h e r  w h e t h e r  h e  o r  s h e  is p r e p a r e d  to 
w a i v e  t h e  c o n f i d e n t i a l i t y  s t a t u t e  so t h a t  t h e  p u b l i c  m a y  m a k e  a 
d e t e r m i n a t i o n  a b o u t  w h e t h e r  t h e  d e p a r t m e n t  of  r e v e n u e  h a s  b e e n  
d i l a t o r y .

E f f o r t s  t o  c o l l e c t  t h e s e  d i s p u t e d  t a x e s  w i l l  s e r i o u s l y  i m p a i r  
t h e  f i n a n c i a l  v i a b i l i t y  of t h e  c o m p a n i e s

T h e r e  is no d o u b t  t h a t  t h e  a m o u n t s  o f  d i s p u t e d  t a x e s  is great.
B u t  t h e r e  a r e  t h r e e  p o i n t s  to  b e  made:

a. T h e y  a r e  d i s p u t e d  o b l i g a t i o n s  t h a t  h a v e  a c c r u e d  in t h e

p a s t ;

b. T h e  t a x p a y e r s  h a v e  t h e  a b i l i t y  a n d  t h e  r i g h t  t o  an 
i m p a r t i a l  a d m i n i s t r a t i v e  t r i a l  a n d  f u l l  a p p e l l a t e  r e v i e w  t o  m a k e  
s u r e  t h a t  t h e  o n l y  t a x e s  t h e y  p a y  a r e  t h e  " c o r r e c t "  taxes.



c. V i r t u a l l y  e v e r y  t a x p a y e r  h a s  r e p o r t e d  in its S E C  f i l i n g s  
t h a t  it h a s  s u f f i c i e n t  r e s e r v e s  to c o v e r  its A l a s k a  c o n t i n g e n t  t a x  
l i a b i l i t i e s .

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  to a d d r e s s  y o u  o n  t h i s  i m p o r t a n t  
m a t t e r .  I u r g e  y o u r  s p e e d y  e n a c t m e n t  of SB 185.
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T E S T I M O N Y  O N  S5  185, A N  A C T  R E L A T I N G  T O  T H E  L I M I T A T I O N S  
P E R I O D  F O R  A S S E S S M E N T S  F O R  C E R T A I N  S T A T E  

TAXES, A N D  F O R  C O L L E C T I O N ,  A F T E R  A S S E S S M E N T ,  O F  T A X E S  D U E  T H E  
ST A T E ;  A N D  P R O V I D I N G  F O R  A N  E F F E C T I V E  D A T E

D a r r e l  J. R e x w i n k e l ,  C o m m i s s i o n e r  
D E P A R T M E N T  O F  R E V E N U E ,  S T A T E  O F  A L A S K A

I . I N T R O D U C T I O N

M y  n a m e  is D a r r e l  J. R e x w i n k e l ,  I a m  t h e  C o m m i s s i o n e r  of the 
D e p a r t m e n t  of R e v e n u e  for the S t a t e  of A l a s k a .  I a m  h e r e  to u r g e  
p a s s a g e  of SB 1 8 5  a n d  to p r o v i d e  b a c k g r o u n d  i n f o r m a t i o n  t h a t  w i l l  
s h o w  p a s s a g e  of SB  185 is in t h e  b e s t  i n t e r e s t s  o f  the p e o p l e  of 
the S t a t e  of A.laska.

I I . R E C O M M E N D A T I O N

A S  4 3 . 0 5 . 2 6 0  (a) p r o v i d e s ,  " . . .  t h e  a m o u n t  of a tax- 
i m p o s e d  b y  T i t l e  43 m u t e  b e  a s s e s s e d  w i t h i n  t h r e e  y e a r s  a f t e r  the 
r e t u r n  w a s  filed. . . .  If the t a x  is n o t  a s s e s s e d  b e f o r e  the 
e x p i r a t i o n  of t h e  t h r e e  y e a r  p e r i o d ,  p r o c e e d i n g s  m a y  n o t  be 
i n s t i t u t e d  in c o u r t  for the c o l l e c t i o n  of t h e  t a x , " w i t h  the 
l i m i t e d  e x c e p t i o n s  of f a i l u r e  to f i l e  a r e t u r n  o r  the f i l i n g  of a 
f a l s e  o r  f r a u d u l e n t  r e t u r n  w i t h  t h e  i n t e n t  to e v a d e  tax.

A S  4 3 . 0 5 . 2 7 0  (a) p r o v i d e s ,  " W h e n  t h e  a s s e s s m e n t  o f  a tax 
i m p o s e d  b y  t h i s  t i t l e  has b e e n  m a d e  w i t h i n  the p e r i o d  of 
l i m i t a t i o n  u n d e r  A S  4 3 . 0 5 . 2 6 0 ,  the t a x  m a y  b e  c o l l e c t e d  b y  l e v y  
or b y  a p r o c e e d i n g  in court, b u t  o n l y  if t h e  l e v y  is m a d e  or the 
p r o c e e d i n g  is b e g u n ;

(1) w i t h i n  six y e a r s  a f t e r  t h e  a s s e s s m e n t  of the tax;"

T h e  Oil & G a s  A u d i t  D i v i s i o n ' s  p o s i t i o n  is b a s e d  u p o n  t h e  
A t t o r n e y  G e n e r a l ' s  O p i n i o n  of O c t o b e r  16, 1984. T h i s  o p i n i o n  
p r o v i d e d  that t h e  s t a t u t e  of l i m i t a t i o n s  d o e s  n o t  b a r  a m e n d m e n t s  
of a s s e s s m e n t s  d u r i n g  the a d m i n i s t r a t i v e  a p p e a l s  p r o c e e d i n g s  of 
oil a n d  g a s  t a x  c a s e s  b e c a u s e  its o p e r a t i o n  is s u s p e n d e d  d u r i n g  
t h o s e  p r o c e e d i n g s .  T h i s  is p r o p e r  to p r o t e c t  the p u b l i c  i n t e r e s t  
d u e  to t h e  e x t r e m e l y  l a rge a m o u n t s  of t a x  r e v e n u e s  at risk.

P r e s e n t l y ,  w e  h a v e  a s s e s s m e n t s  o u t s t a n d i n g  of $983 m i l l i o n  
in t a x e s  p l u s  p e n a l t i e s  a n d  i n t e r e s t  of $2 b i l l i o n  for a t o t a l  of 
$2, 9 8 3  b i l l i o n  s u b j e c t  to t a x p a y e r  c l a i m s  of s t a t u t e  of 
l i m i t a t i o n s  d e f e n s e  a r g u m e n t s .  C e r t a i n  p r o d u c e r s  h a v e  c h a l l e n g e d  
t h e  D e p a r t m e n t ' s  i n t e r p r e t a t i o n  in t h e i r  v a r i o u s  a p p e a l s  a n d  a r e  
a s s e r t i n g  that a s s e s s m e n t  a n d  c o l l e c t i o n s  s t a t u t e s  of l i m i t a t i o n s  
cu t  off t h e  s t a t e ' s  a b i l i t y  to c o l l e c t  t a x e s  d u e  a n d  o w i n g  the 
s t a t e  if the d i s p u t e  is o v e r  3 y e a r s  old.

1



It is s t r o n g l y  u r g e d  t h a t  SB 185 b e  p a s s e d  i n  o r d e r  to 
c l a r i f y  t h e  l e g i s l a t u r e ' s  p o s i t i o n  a n d  a f f i r m  t h e  D e p a r t m e n t ' s  
l o n g  s t a n d i n g  i n t e r p r e t a t i o n  o f  A S  4 3 . 0 5 . 2 6 0  a n d  270

III. H I S T O R Y

T h e  c h a r g e  to the D e p a r t m e n t  o f  R e v e n u e  is set o u t  in 
A S  4 3 . 0 5 . 0 1 0 .  T h e  C o m m i s s i o n e r  of R e v e n u e  m u s t  a d m i n i s t e r  the t a x  
la w s  of t h e  S t a t e  of A l a s k a  i n c l u d i n g  t h e  i n s p e c t i o n  of t a x  
r e t u r n s ,  i n s p e c t i o n  o f  b o o k s  a n d  r e c o r d s ,  a n d  t h e  h o l d i n g  of 
c o n f e r e n c e s  a n d  h e a r i n g s  to d e t e r m i n e  the c o r r e c t  a m o u n t s  of tax 
d u e  a n d  to r e s o l v e  d i s p u t e s .  T h e  A t t o r n e y  G e n e r a l  a n d  the 
D e p a r t m e n t  of L a w  a r e  s i g n i f i c a n t l y  i n v o l v e d  in t h e s e  p r o c e s s e s .

T h e  P e t r o l e u m  R e v e n u e  D i v i s i o n  w a s  c r e a t e d  i n  1975, p r i o r  to 
T A P S  c o m i n g  o n  l i n e  in J u n e  of 1976.

In 1 9 7 6  t h e  o i l  a n d  g a s  " s e p a r a t e  a c c o u n t i n g  i n c o m e  tax" w a s  
p a s s e d  b y  t h e  l e g i s l a t u r e .  T h e  D e p a r t m e n t  of R e v e n u e  a d o p t e d  
r e g u l a t i o n s  to i m p l e m e n t  this a c t  in F e b r u a r y  1979.

T h e  s e p a r a t e  a c c o u n t i n g  i n c o m e  t a x  w a s  s u b s e q u e n t l y  
c h a l l e n g e d  as  u n c o n s t i t u t i o n a l  b y  the p r o d u c i n g  c o m p a n i e s ,  b u t  
the s t a t e  w a s  u l t i m a t e l y  u p h e l d  in the U n i t e d  S t a t e s  S u p r e m e  
Court, e v e n  t h o u g h  the s t a t e  h a d  b y  t h e n  r e p e a l e d  the law.

T h e  D i v i s i o n  h a s  a t t e m p t e d  to i s s u e  the a u d i t s  as q u i c k l y  as 
p o s s i b l e .  T h e  r e s u l t  is a b a c k l o g  of c a s e s  w h i c h  h a d  b e e n  
a s s e s s e d  a n d  a p p e a l e d  to the i n f o r m a l  or  f o r m a l  c o n f e r e n c e  l e v e l  
b y  t a x p a y e r s .

T h r o u g h  D e c e m b e r  1977, the P e t r o l e u m  R e v e n u e  D i v i s i o n  h a d  
o n l y  o n e  R e v e n u e  F i e l d  A u d i t o r .  T a x  R e t u r n s  w e r e  f i l e d  w i t h  the  
D e p a r t m e n t  of N a t u r a l  R e s o u r c e s .  In the f a l l  of 1978, the 
D i v i s i o n  b e g a n  p r o c e s s i n g  tax r e t u r n s  f i l e d  u n d e r  the n e w  
s e p a r a t e  a c c o u n t i n g  t a x  st a t u t e .  In the S p r i n g  of  1979, the 
f i r s t  a u d i t  w a s  s t a r t e d .  B y  S e p t e m b e r  1979, the f i r s t  a u d i t  w a s  
c o m p l e t e d .

B y  D e c e m b e r  1979 the s t a f f  w a s  i n c r e a s e d  to: a C h i e f  of
A u d i t  S e r v i c e s ,  f i v e  r e v e n u e  f i e l d  a u d i t o r s  a n d  o n e  tax e x a m i n e r .  
B e t w e e n  1983 a n d  1985 the s t a f f  g r e w  to e i g h t  f i e l d  a u d i t o r s .  In 
J u l y  of 1 9 8 5  t h e  P e t r o l e u m  R e v e n u e  D i v i s i o n  w a s  c o m b i n e d  w i t h  the 
A u d i t  D i v i s i o n .  P r u d h o e  B a y  O i l  p r o d u c e r s  h a d  s e e n  n i n e  y e a r s  
w o r t h  of p r o d u c t i o n  f l o w  d o w n  T A P S  a n d  f i l e d  in e x c e s s  of 200 
m o n t h l y  p r o d u c t i o n  tax r e t u r n s  e a c h  y e a r  (12 m o n t h s  x  18 
p r o d u c e r s ) . F o r  s o m e  y e a r s  the n u m b e r  of  r e t u r n s  is d o u b l e  or 
t r i p l e  t h a t  b e c a u s e  of the f i l i n g  of o n e  o r  m o r e  a m e n d e d  r e t u r n s  
for a m o n t h  o r  g r o u p  of m o n t h s .



In D e c e m b e r  1986, t h e  O i l  & G a s  A u d i t  D i v i s i o n  w a s  f o r m e d  
a n d  the s t a f f  w a s  i n c r e a s e d  to f i f t e e n  r e v e n u e  a u d i t o r s ,  two 
a u d i t  s u p e r v i s o r s ,  two t a x  e x a m i n e r s  a n d  t h r e e  a p p e a l s  o f f i c e r s .

IV. C U R R E N T  O P E R A T I O N S

C u r r e n t l y  w e  h a v e  s i x t e e n  r e v e n u e  a u d i t o r s ,  o n e  a u d i t  
s u p e r v i s o r ,  f o u r  a p p e a l s  o f f i c e r s ,  one a p p e a l s  s u p e r v i s o r ,  six 
m e m b e r s  of t h e  e c o n o m i c  r e s e a r c h  staff, a n d  t w o  i n  the p r o p e r t y  
t a x  section, o n e  a s s i s t a n t  to the d i r e c t o r  a n d  f o u r  s u p p o r t  a n d  
r e t u r n  p r o c e s s i n g  p o s i t i o n s .

T h e  p r o c e d u r e s  p r e s c r i b e d  for tax d i s p u t e  i e s o l u t i o n  a r e  s e t  
o u t  in the A l a s k a  S t a t u t e s  a n d  the A l a s k a  A d m i n i s t r a t i v e  C o d e  
(the R e g u l a t i o n s ) . T h e  " n ormal" p r o c e d u r e  c o n s i s t s  of an a u d i t  
of a t a x p a y e r ' s  r e t u r n s  p e r f o r m e d  b y  the D e p a r t m e n t  of R e venue, 
t h e  i s s u a n c e  of a n  a s s e s s m e n t  of t a x  due w i t h  a n o t i c e  of 
d e f i c i e n c y .  T h e  a s s e s s m e n t  is i s s u e d  w i t h i n  the 3 - y e a r  s t a t u t e  
of l i m i t a t i o n s  (or the a g r e e d - u p o n  e x t e n s i o n  p e r i o d ) . T h e  
p r o b l e m  o c c u r s  w h e n  the d e p a r t m e n t  sees a n e e d  to m a k e  c h a n g e s  
as the r e s u l t  of i n f o r m a t i o n  d e v e l o p e d  d u r i n g  a n  a d m i n i s t r a t i v e  
a p p eal. If a t a x p a y e r  d i s a g r e e s  w i t h  the a s s e s s m e n t  a R e q u e s t  
for A p p e a l  m u s t  b e  f i l e d  b y  t h e  t a x p a y e r  w i t h i n  60 d a y s  of 
r e c e i p t  of the n o t i c e  of a s s e s s m e n t .  T h e  t a x p a y e r  m a y  r e q u e s t  a n  
a p p e a l  to the i n f o r m a l  c o n f e r e n c e  l e v e l  to p r o v i d e  a d d i t i o n a l  
facts, d o c u m e n t s  o r  r e l e v a n t  i n f o r m a t i o n .  Or, t h e  t a x p a y e r  m a y  
r e q u e s t  a f o r m a l  h e a r i n g ,  c o n d u c t e d  in a m o r e  f o r m a l  legal 
s et t i n g ,  w i t h  the g r o u n d  w o r k  b e i n g  l a i d  f o r  s u b s e q u e n t  
l i t i g a t i o n  if the c a s e  r e m a i n s  u n r e s o l v e d  or if f u r t h e r  a p p e a l e d  
to the A l a s k a  S u p e r i o r  C o u r t  o r  A l a s k a  S u p r e m e  C o u r t .

T h e  a s s e s s m e n t s  d e a l i n g  w i t h  b o t h  p r o d u c t i o n  t a x  a n d  
s e p a r a t e  a c c o u n t i n g  i n c o m e  t a x  a r e  h i g h l y  c o m p l i c a t e d  a n d  de a l 
w i t h  h i g h l y  c o n f i d e n t i a l  a r e a s  of v a l u a t i o n  of the oil a n d  the 
c o s t  of t r a n s p o r t i n g  the oil s i n c e  A l a s k a ' s  t a x e s  a r e  b a s e d  on 
t he value, n e t  of t r a n s p o r t a t i o n  costs. A n y  i m p a c t  u p o n  t h e s e  
t w o  f a c t o r s  m e a n s  m i l l i o n s  of d o l l a r s  in tax.

To d e t e r m i n e  the v a l u e  of oil for tax p u r p o s e s ,  e s s e n t i a l l y  
e v e r y  b a r r e l  is t r a c e d  d u r i n g  a u d i t  to the s a l e s  d e l i v e r y  point, 
n o r m a l l y  the w e s t  or g u l f  c o a s t s  of the U n i t e d  S t a t e s .  E v e r y  
b a r r e l  is a l s o  t r a c e d  to a s a l e s  c o n t r a c t ,  w h i c h  is e x a m i n e d  to 
d e t e r m i n e  the a c t u a l  c o n s i d e r a t i o n  r e c e i v e d  b y  the t a x p a y e r  a n d  
t h e n  that is c o m p a r e d  to w h a t  w a s  r e p o r t e d  o n  the t a x  r e t u r n s  a n d  
to the D e p a r t m e n t ' s  o w n  d e t e r m i n a t i o n  of the p r e v a i l i n g  v a l u e  of 
t he oil in t h e  m a r k e t  w h e r e  sola.



T h i s  p r o c e s s  r e q u i r e s  v o l u m i n o u s  d a t a  b e  o b t a i n e d  f r o m  the 
p r o d u c i n g  c o m p a n i e s  a n d  c a r e f u l  e v a l u a t i o n  of t h a t  d a t a  to 
d e t e r m i n e  the c o n s i d e r a t i o n  r e c e i v e d  b y  the p r o d u c e r ,  s i n c e  m u c h  
of the o i l  is t r a d e d  i n - k i n d  or r e f i n e d  b y  t h e  p r o d u c e r ,  a n d  n o t  
s o l d  o u t r i g h t  f o r  cash. It t a k e  p r o f e s s i o n a l  j u d g e m e n t  a l o n g  
w i t h  s o p h i s t i c a t e d  f a c t u a l  d a t a  a n a l y s i s  to d e t e r m i n e  the v a l u e  
of t h e  o i l  for t a x  p u r p o s e s .

A l a s k a ' s  oil a n d  g a s  d o e s  n o t  g e t  to m a r k e t  u n t i l  w e e k s  
a f t e r  it is p r o d u c e d .  T h e  p r o d u c t i o n ,  t r a n s p o r t a t i o n  a n d  
m a r k e t i n g  a c t i v i t y  e n c o m p a s s e s  m a n y  d i v e r s e  a n d  o f t e n  
g e o g r a p h i c a l l y  d i s t a n t  a f f i l i a t e s  o f  l a r g e  i n t e g r a t e d  oil 
c o m p a n i e s .  T h e  c o m p i l a t i o n  of i n f o r m a t i o n  f o r  j u s t  f i l i n g  the 
ta x  r e t u r n s  i n v o l v e s  m a n y  i n d i v i d u a l s  a n d  v o l u m e s  of i n f o r m a t i o n .  
A m e n d e d  r e t u r n s  a r e  o f t e n  f i l e d  m a n y  m o n t h s  a n d  s o m e t i m e s  y e a r s  
a f t e r  the o r i g i n a l  r e t u r n  is f i l e d  is the rule.

A n y  r e s i s t a n c e  or h e s i t a t i o n  b y  the t a x p a y e r  c o m p a n i e s  to 
p r o v i d e  t h i s  d a t a  s l o w s  the a u d i t  p r o c e s s  to t h e  e x t e n t  to w h e r e  
a n  a u d i t o r  f r e q u e n t l y  m u s t  r e q u e s t  a w r i t t e n  c o n s e n t  of the 
t a x p a y e r  to e x t e n d  the p e r i o d  for a u d i t  u n d e r  t h e  t h r e e - y e a r  
s t a t u t e  of  l i m i t a t i o n s .  T a x p a y e r ' s  s e e m  to b e  i n c r e a s i n g l y  
h e s i t a n t  to g r a n t  s u c h  w a i v e r s .

T h e  a u d i t o r  m a y  b e  f o r c e d  to i s s u e  a n  a s s e s s m e n t  b a s e d  on 
i n s u f f i c i e n t  i n f o r m a t i o n ,  if f a c t u a l  d a t a  is n o t  f o r t h c o m i n g  
d u r i n g  a u d i t  f i e l d  work. T h e  t a x p a y e r s  t h e n  t r y  to s e t t l e  d u r i n g  
t h e  a d m i n i s t r a t i v e  a p p e a l s  p r o c e s s  o n  s o m e  o t h e r  ba s i s ,  in  h o p e s  
of a v o i d i n g  the p r o d u c t i o n  of i n v o i c e s ,  c o n t r a c t s  a n d  r e c o r d s  
c o n c e r n i n g  the r e a l  c o n s i d e r a t i o n  r e c e i v e d  f o r  t h e i r  oil.

O n e  b e g i n s  to g r a s p  an u n d e r s t a n d i n g  of t h e  t r e m e n d o u s  
w o r k l o a d  in t e r m s  of w o r k - h o u r s , d o c u m e n t  p r o d u c t i o n  a n d  c o m p u t e r  
d a t a  p r o c e s s i n g  r e q u i r e d .  W e  a r e  d e a l i n g  w i t h  s o m e  the l a r g e s t  
a n d  m o s t  s o p h i s t i c a t e d  c o r p o r a t i o n s  i n  the w o r l d .  A  d i s p u t e  o v e r  
t a x e s  q u i c k l y  e v o l v e s  i n t o  a m a j o r  l e g a l  c o n t e s t  of s k i l l e d  
a t t o r n e y s  a n d  c r e d e n t i a l e c  e x p e r t  w i t n e s s e s  p i t t e d  a g a i n s t  the 
State. In a r e c e n t  f o r m a l  h e a r i n g  c o m p l e t e d  b y  t h e  D e p a r t m e n t ,  a 
s i n g l e  t a x p a y e r  p r o d u c e d  o v e r  12C b o x e s  of d o c u m e n t s . T h e  
a d m i n i s t r a t i v e  h e a r i n g  r e c o r d  c o n s i s t e d  of a b o u t  4 0 , 0 0 0  pa g e s .

G i v e n  the l a r g e  v o l u m e s  of oil, the l a r g e  n u m b e r s  of 
c o n t r a c t s  a n d  t h e  r e l a t i v e l y  f e w  a u d i t o r s ,  it is a h i g h - s t a k e s  
g a m e  the t a x p a y e r s  p l a y  w e l l  a n d  to t h e i r  a d v a n t a g e .  T a x p a y e r  
a t t e m p t e d  to u s e  t h e  t h r e e - y e a r  a u d i t  l i m i t a t i o n  a n d  a s i x - y e a r  
c o l l e c t i o n  l i m i t a t i o n  p e r i o d  to p r e v e n t  t h e  D e p a r t m e n t  f r o m  
d e t e r m i n i n g  or c o l l e c t i n g  t h e  " c o r r e c t " t a x  d u e  b a s e d  or. f a c t u a l  
i n f o r m a t i o n  d i s c o v e r e d  y e a r s  a f t e r  she fact.



E v e n  the u n i t i z a t i o n  of  the N o r t h  S l o p e  O i l  F i e l d  a n d  the 
m u l t i p l e - o w n e r s h i p  of T A P S  have, d e s p i t e  t h e i r  e f f i c i e n c i e s ,  
c r e a t e d  d i s p u t e s  a m o n g  a n d  b e t w e e n  the p r o d u c e r s  t h e m s e l v e s  t h a t  
h a v e  t a k e n  m a n y  y e a r s  to r e s o l v e .

S e c t i o n  2 of p r o p o s e d  S B  185 e n s u r e s  t h a t  t h e  D e p a r t m e n t  m a y  
u t i l i z e  i n f o r m a t i o n  d i s c o v e r e d  d u r i n g  the c o u r s e  o f  a n  a p p e a l  in 
d e t e r m i n i n g  the c o r r e c t  a m o u n t  of  t a x  due. T h i s  is o n l y  c o m m o n  
s e n s e .

A t  the p r e s e n t  time, t h e  D i v i s i o n ' s  n o r m a l  a u d i t  p r a c t i c e  is 
to a u d i t  t h r e e  or f o u r  y e a r s  of m o n t h l y  o i l  & g a s  p r o d u c t i o n  t a x  
r e t u r n s  in a s i n g l e  a u d i t  p r o g r a m .  W e  a r e  p r e s e n t l y  a u d i t i n g  t h e  
1987 - 91 p e r i o d  of the m a j o r  p r o d u c e r s .

W h i l e  s o m e  t a x p a y e r s  m a y  t r y  to p r o v i d e  us  i n f o r m a t i o n  to 
c o m p l e t e  t h e  a u d i t  a s s e s s m e n t s ,  w e  f r e q u e n t l y  f i n d  t h a t  the 
i n f o r m a t i o n  is i n c o m p l e t e  a n d  a d d i t i o n a l  i n f o r m a t i o n  is n e c e s s a r y  
to a c c u r a t e l y  a n a l y z e  a n d  d e v e l o p  a u d i t  i s s u e s .  If  t h e  d e a d l i n e  
e x p i r e s  p r i o r  to r e c e i p t  of the n e c e s s a r y  d a ta, a s s e s s m e n t  is 
b a s e d  on i n c o m p l e t e  i n f o r m a t i o n .

If SB 185 is n o t  p a s s e d  - a u d i t s  m a y  n o t  b e  c o m p l e t e d  a n d  
d i s p u t e s  f r o m  a s s e s s m e n t s  w i l l  occur, r e s u l t i n g  i n  r e - a u d i t i n g  
d u r i n g  the a d m i n i s t r a t i v e  a p p e a l s  p r o c e s s . T o o  m u c h  t a x  r e v e n u e  
is at r i s k  to a l l o w  oil a n d  gas p r o d u c e r s  to g o  u n - a u a i t e d  
b e c a u s e  of u n r e a l i s t i c  s t a t u t e  of  l i m i t a t i o n s  r e s t r i c t i o n s .

In t h e  f a c e  of r e d u c e d  oil p r i c e s  on t h e  w o r l d  m a r k e t  a n d  
t h e  i n e v i t a b l e  d e c l i n e  in N o r t h  S l o p e  o i l  p r o d u c t i o n ,  e v e r y  
d o l l a r  of t a x  a s s e s s e d  in c u r  a u d its, a n d  u l t i m a t e l y  c o l l e c t e d  
u n d e r  A l a s k a ' s  tax laws, b e c o m e s  m o r e  i m p o r t a n t  to t h e  S t a t e  
T r e a s u r y .

It is n o t  u n c o m m o n  to r e c e i v e  c o m m e n t s  a b o u t  h o w  o l d  s o m e  of 
the oil a n d  gas tax c a s e s  are. L e t  m e  p o i n t  o u t  t h a t  the r e c e n t  
A r a m c o  c a s e  d e c i d e d  b y  t h e  U.S. T a x  C o u r t  l a s t  D e c e m b e r  i n v o l v e d  
c o m p l e x  i s s u e s  s i m i l a r  to t h o s e  a r i s i n g  u n d e r  A l a s k a ' s  p r o d u c t i o n  
t a x  a n d  d e a l t  w i t h  t h e  19 7 9  - 82 tax y e a r s .  T h a t  case, a n d  the 
A m e r a d a  H e s s  R o y a l t y  l i t i g a t i o n ,  b o t h  i l l u s t r a t e  t h e  a m o u n t  of 
t i m e  a n d  w o r k  i n v o l v e d  i n  r e s o l v i n g  t h e s e  c o m p l e x  m a t t e r s .  T h e s e  
c a s e s  s h o u l d  d i s p e l  a n y  t h o u g h t  t h a t  t n e s e  l i n g e r i n g  d i s p u t e s  a r e  
d u e  to l a c k  of a c t i v i t y  o n  the p a r t  of the S t a t e  o f  A l a s k a ,  w h i c h  
h a s  b e e n  d i l i g e n t  in p u r s u i n g  r e s o l u t i o n  of t h e s e  m a t t e r s .

T h e  d i v i s i o n  p r e s e n t l y  has f i v e  a s s e s s m e n t s  of  A S  4 3 . 5 5  oil 
a n d  gas p r o d u c t i o n  t a x  a g a i n s t  t h r e e  p r o d u c e r s  w h o s e  a s s e s s m e n t s  
w e r e  c o r r e c t e d  b a s e d  on i n f o r m a t i o n  d i s c l o s e d  d u r i n g  t h e  i n f o r m a l  
c o n f e r e n c e  or f o r m a l  h e a r i n g  s t a g e s .



V. A M E R A D A  H E S S  R O Y A L T Y  C A S E

T h e  t a x p a y e r s  p o t e n t i a l l y  h a v e  m u c h  to g a i n  b y  d e f e a t i n g  SB 
185. M u c h  of t h e  D e p a r t m e n t ' s  a b i l i t y  to i s s u e  t h e s e  a s s e s s m e n t s  
h a s  a r i s e n  d i r e c t l y  f r o m  d a t a  o b t a i n e d  t h r o u g h  l i t i g a t i o n  a g a i n s t  
t h e  t a x p a y e r s  in t h e  A m e r a d a  H e s s  R o y a l t y  Case. O n e  p r o d u c e r  
e v e n  d e v e l o p e d  a m e t h o d  of c o n c e a l i n g  the a c t u a l  d i s p o s i t i o n  of 
b a r r e l s  of A N S  e x c h a n g e d  f r o m  the c o n s i d e r a t i o n  r e c e i v e d ,  t h e r e b y  
b u r y i n g  t h e  a u d i t  trail.

It h a s  o n l y  b e e n  t h r o u g h  l e gal d i s c o v e r y  in t h e  A m e r a d a  H e s s  
R o y a l t y  c a s e  a n d  the g r e a t  v o l u m e  of d o c u m e n t s  p r o d u c e d  to the 
S t a t e ' s  a t t o r n e y s ,  t h a t  a u d i t o r s  w e r e  f i n a l l y  a b l e  to o b t a i n  
m u c h - n e e d e d  f a c t u a l  i n f o r m a t i o n  c o n c e r n i n g  the e a r l y  s a l e s  a n d  
d i s p o s i t i o n  of A N S  crude. T h a t  c a s e  t o o k  a l m o s t  10 y e a r s  to 
p r e p a r e  a n d  m a n y  t e n s  of m i l l i o n s  of d o l l a r s  in l e g a l  a n d  
c o n s u l t i n g  fees!

W i t h o u t  t h e  d a t a  o b t a i n e d  in t h e  R o y a l t y  l i t i g a t i o n ,  m u c h  of 
the i n f o r m a t i o n  u s e d  b y  o u r  a u d i t o r s  w o u l d  s t i l l  b e  u n a v a i l a b l e  
t h r o u g h  t h e  " p e e l i n g  of the on i o n "  a p p r o a c h  th a t  p r o d u c e r  c o m p a n y  
t a x  p e r s o n n e l  p u t  in f r o n t  of S t a t e  o f  A l a s k a  a u d i t o r s .

If the State was unable to toll the three-year and the six- 
year statute of limitations during the administrative appeals 
process, the State would be barred from determining the correct 
tax due under Alaska law. It is that amount to which the State 
is legally entitled to, and only that amount, that the Department 
of Revenue is trying to assess and collect.

O n e  n e e d  o n l y  to l o o k  at the r e c e n t  h i s t o r y  o f  s e t t l e m e n t  
r e v e n u e s  r e c e i v e d  to g r a s p  t h e  m a g n i t u d e  of i m p a c t  u p o n  t h e  S t a t e  
T r e a s u r y  t h e s e  c a s e s  have.

VI. C O N C L U S I O N

I n  s u m m a r y ,  b e c a u s e  of the l a r g e  a m o u n t s  of p u b l i c  r e v e n u e s  
at r i s k  a n d  the D i v i s i o n ' s  l o n g - s t a n d i n g  p o s i t i o n  a n d  d e s i r e  to 
a s s e s s  a n d  c o l l e c t  the c o r r e c t  a m o u n t s  of oil a n d  g a s  p r o d u c t i o n  
a n d  " s e p a r a t e  a c c o u n t i n g "  t a x e s  d u e  t h e  S t a t e  of A l a s k a ,  I again, 
u r g e  y o u  to p a s s  S e n a t e  B i l l  185 w h i c h  c o n f i r m s  t h a t  the s i x -  
y e a r  c o l l e c t i o n  s t a t u t e  of l i m i t a t i o n s  is t o l l e d  a n d  a l l o w s  f o r  
the i s s u a n c e  of a m e n d e d  a s s e s s m e n t s  d u r i n g  the a d m i n i s t r a t i v e  
a p p e a l s  p r o c e s s .
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Q U E S T I O N S  A N D  A N S W E R S  
S t a t u t e  of L i m i t a t i o n s  o i l  and G a s  T a x a t i o n  

C S S B  377 ( f o r m e r  SB 185)

1. W h a t  is a s t a t u t e  of l i m i t a t i o n s ?

A  s t a t u t e  of l i m i t a t i o n s  is a l e g i s l a t i v e l y - c r e a t e d  b a r  t o  the 
p r o s e c u t i o n  of a c l a i m  in a j u d i c i a l  or q u a s i - j u d i c i a l  p r o c e e d i n g  
b a s e d  u p o n  a s p e c i f i c  lapse of t i m e  s i n c e  t h e  c l a i m  aro s e .

2 . w h a t  a r e  the c u r r e n t  s t a t u t e s  o f  l i m i t a t i o n s  
i n v o l v e d  in oil a n d  g a s  t a x a t i o n ?

T h e r e  are two. T h e  f i r s t  is a t h r e e  y e a r  s t a t u t e  o n  a s s e s s m e n t s .  
T h a t  m e a n s  t h a t  t h e  d e p a r t m e n t  of r e v e n u e  m u s t  i s s u e  a n  
a s s e s s m e n t  w i t h i n  t h r e e  y e a r s  of t h e  f i l i n g  of  a r e t u r n  by  a 
t a x p a y e r .  T h e  s e c o n d  s t a t u t e  r e q u i r e s  t h e  s t a t e  t o  c o l l e c t  the 
t a x  w i t h i n  s i x  y e a r s  of the a s s e s s m e n t .

3. W h y  is t h e r e  a n e e d  f o r  l e g i s l a t i o n  a b o u t  the 
s t a t u t e  of l i m i t a t i o n s ?

T w o  s e p a r a t e  l a w s u i t s  w e r e  f i l e d  by oil c o m p a n i e s  t o  c h a l l e n g e  
t h e  d e p a r t m e n t  of r e v e n u e ' s  a p p l i c a t i o n  of t h e s e  s t a t u t e s .  T h e  
first, f i l e d  b y  Exxon, and p e n d i n g  b e f o r e  t h e  A l a s k a  S u p r e m e  
C o u r t ,  c h a l l e n g e d  the d e p a r t m e n t ' s  u s e  of a m e n d e d  a s s e s s m e n t s .  
W h i l e  the d e p a r t m e n t  h a s  a l w a y s  i s s u e d  a m e n d m e n t s  w i t h i n  t h e  
t h r e e  y e a r  p e r i o d  (or o b t a i n e d  w a i v e r s  of t h e  s t a t u t e  f r o m  t h e  
t a x p a y e r s ) , it has f r e q u e n t l y  i s s u e d  a m e n d e d  a s s e s s m e n t s  a f t e r  
t h e  t h r e e  y e a r  p e r i o d  h a s  run. E x x o n  c l a i m s  t h e  s t a t e  m a y  n o t  do 
this. T e s o r o  s e p a r a t e l y  c h a l l e n g e d  t h e  s i x  y e a r  s t a t u t e  of 
l i m i t a t i o n s  on c o l l e c t i o n s ,  c l a i m i n g  t h a t  if t h e  s t a t e  h a s  n o t  
c o m p l e t e d  the h e a r i n g  p r o c e s s  a n d  c o l l e c t e d  t h e  t a x e s  w i t h i n  the 
s i x  y e a r  p e r i o d ,  t h e  t a x p a y e r  is n o  l o n g e r  o b l i g a t e d  t o  pay. T h e  
p u r p o s e  of t h e  l e g i s l a t i o n  is t o  c o n f i r m  t h e  s t a t u t e ' s  h i s t o r i c  
i n t e r p r e t a t i o n  a n d  a p p l i c a t i o n  of t h e s e  s t a t u t e s .

4. If the m a t t e r  is in t h e  c o u rts, w h y  s h o u l d  the 
l e g i s l a t u r e  d e a l  w i t h  it?

T h e r e  are t h r e e  r e a s o n s .  First, t h e  T e s o r o  l a w s u i t  i n v o l v i n g  t h e  
s i x  y e a r  s t a t u t e  on c o l l e c t i o n s  w a s  s e t t l e d  b e f o r e  t h e  A l a s k a  
S u p r e m e  C o u r t  c o u l d  r e a c h  a d e c i s i o n  (the s t a t e  h a d  w o n  in t h e  
S u p e r i o r  C o u r t ) . Thus, t h e r e  is no  p r e c e d e n t  t h a t  is b i n d i n g  a n d  
t a x p a y e r s  r e m a i n  f r e e  to  l i t i g a t e  t h a t  issue. S e c o n d ,  t h e  
a m o u n t s  at i s s u e  in the E x x o n  c a s e  b e f o r e  t h e  A l a s k a  S u p r e m e  
C o u r t  m a k e  it e x t r e m e l y  d e s i r a b l e  to h a v e  a n  i n s u r a n c e  p o l i c y .  
F i n a l l y ,  w e  a n t i c i p a t e  m a n y  m o n t h s  t o  e l a p s e  b e t w e e n  o r a l
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a r g u m e n t  a n d  a d e c i s i o n  (more t h a n  13 m o n t h s  h a d  g o n e  by b e t w e e n  
o r a l  a r g u m e n t  in t h e  S u p r e m e  C o u r t  a n d  t h e  p a r t i e s '  d e c i s i o n  to 
s e t t l e  in t h e  T e s o r o  c a s e  w i t h o u t  d e c i s i o n ) . T h a t  d e l a y  w i l l  
a d v e r s e l y  a f f e c t  t h e  a b i l i t y  of t h e  s t a t e  a n d  i n d i v i d u a l  
c o m p a n i e s  to n e g o t i a t e  fair s e t t l e m e n t s .

S. W h a t  d o e s  the a d a i n i s t r a t i o n ' 3 p r o p o s a l  o n  t h e
s t a t u t e  of l i m i t a t i o n s  c o n t a i n e d  in C S 8 B  377 do?

T h e  bi l l  c l a r i t i e s  e x i s t i n g  s t a t u t e s  of l i m i t a t i o n s .  It m a k e s  
c l e a r  t h a t  t h e  t i m e  l i m i t a t i o n s  o n  a s s e s s m e n t  a n d  c o l l e c t i o n  of  
o i l  a n d  g a s  t a x e s  a r e  s u s p e n d e d  for as l o n g  as a t a x  a p p e a l  is 
open. T h e  b i l l  a l s o  m a k e s  a p r o s p e c t i v e  c h a n g e  to the s t a t u t e  of 
l i m i t a t i o n s  o n  a s s e s s m e n t s ,  so t h a t  a s s e s s m e n t s  m a y  not be 
i n c r e a s e d  a f t e r  f i v e  years, e v e n  if a t a x  a p p e a l  t a k e s  l o n g e r  
t h a n  t h a t  to r e s o l v e .

6 . H o w  d o e s  the p r o p o s a l  a f f e c t  t b a  t h r e e - y e a r  
s t a t u t e  of l i m i t a t i o n s  on  a s s e s s m e n t s ?

T h e  b i l l  e n s u r e s  t h a t  for all c u r r e n t l y  p e n d i n g  o i l  c o m p a n y  t a x  
a p p e a l s ,  t h e  d e p a r t m e n t  can a m e n d  its o r i g i n a l  a s s e s s m e n t s  
u p w a r d s  or d o w n w a r d s .  T h i s  m e a n s  that, if i n f o r m a t i o n  c o m e s  to  
t h e  a t t e n t i o n  of t h e  d e p a r t m e n t  of r e v e n u e  d u r i n g  a n  a p p e a l  w h i c h  
r e q u i r e s  an a d j u s t m e n t ,  the d e p a r t m e n t  c a n  d e t e r m i n e  t h e  c o r r e c t  
t a x  a m o unt. T h e  b i l l  m e r e l y  c o n f i r m s  t h e  d e p a r t m e n t ' s  
l o n g s t a n d i n g  i n t e r p r e t a t i o n  of t h e  s t a t u t e  of l i m i t a t i o n s  in t h i s  
r e g a r d .

7. W h a t  d o e s  the p r o p o s a l  do to t h e  s i x - y e a r  s t a t u t e  
of l i m i t a t i o n s  o n  c o l l e c t i o n s ?

T h e  b i l l  c o n f i r m s  t h e  d e p a r t m e n t ' s  i n t e r p r e t a t i o n  of e x i s t i n g  law 
on t h e  s i x - y e a r  s t a t u t e  of l i m i t a t i o n s  t h a t  t h e  l i m i t a t i o n s  
p e r i o d  for t a x  c o l l e c t i o n  is s u s p e n d e d  u n t i l  a d m i n i s t r a t i v e  a n d  
j u d i c i a l  a p p e a l s  by t h e  t a x p a y e r  h a v e  b e e n  c o m p l e t e d ,  a n d  t h e  t a x  
a m o u n t  o w i n g  h a s  b e e n  f i n a l l y  d e t e r m i n e d .

e. D o e s  the p r o p o s a l  r e t r o a c t i v e l y  c h a n g e  t h o  t a x  
l a w s ?

T h e  b a s i c  t a x  l a w s  r e m a i n  t h e  same. T h e  p r o p o s e d  l e g i s l a t i o n  
m e r e l y  i m p r o v e s  the l i k e l i h o o d  t h a t  t h e  s t a t e  w i l l  u l t i m a t e l y  
c o l l e c t  w h a t  is f o u n d  to be o w i n g  u n d e r  t h e  e x i s t i n g  t a x  
s t a t u t e s .
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No. It o n l y  a f f e c t s  the s t a t u t e  of l i m i t a t i o n s ,  n o t  t h e  t a x  
r a t e s  or s u b s t a n t i v e  r u l e s  of t a x  l i a b i l i t y .

9. Dogs the proposal increase o i l  taxes?

10. Is the proposed legislation fair to the oil 
companies?

Yes, it is. T h e  b i l l  e n s u r e s  t h a t  t h e  c o m p a n i e s  c a n n o t  a v o i d  
p a y i n g  t h e  c o r r e c t  tax a f t e r  t h e  d e p a r t m e n t  h a s  a l l  r e l e v a n t  
i n f o r m a t i o n .  T h e  bill a l s o  e n s u r e s  t h a t  t h e  c o m p a n i e s  c a n n o t  
d e l a y  p a y m e n t  of t a x e s  by a p p e a l i n g  t h e  d e p a r t m e n t ' s  a s s e s s m e n t s ,  
and t h e n  a v o i d  p a y m e n t  a l t o g e t h e r  on  t h e  t e c h n i c a l  g r o u n d  t h a t  
the s t a t u t e  of l i m i t a t i o n s  b a r s  c o l l e c t i o n  a f t e r  t h e  a p p e a l  is 
over. In fact, to not pa s s  t h e  l e g i s l a t i o n  w o u l d  b e  u n f a i r  to 
t h o s e  c o m p a n i e s  w h o  h a v e  s e t t l e d  t h e  e a r l y  y e a r s .

11. D o e s  the p r o p o s e d  l e g i s l a t i o n  a f f e c t  a l l  t h e  o i l  
c o m p a n i e s  e q u a l l y ?

T h e  b i l l  w i l l  a f f e c t  all oil a n d  g a s  t a x p a y e r s  w i t h  o p e n  a u d i t s  
an d  a s s e s s m e n t s  for tax y e a r s  t h r o u g h  1993. T h e  p r e c i s e  
f i n a n c i a l  e f f e c t  on i n d i v i d u a l  c o m p a n i e s  w i l l  v a r y  d e p e n d i n g  u p o n  
the n u m b e r  of t a x  y e a r s  s t i l l  in d i s p u t e ,  b u t  a l l  o i l  a n d  g a s  
p r o d u c e r s  w i l l  be a f f e c t e d  by t h i s  p r o p o s e d  l e g i s l a t i o n .

12. H o w  m u c h  m o n e y  is r e a l l y  at s t a k e ?

I n c l u d i n g  i n t e r e s t  and p e n a l t i e s ,  n e a r l y  t h r e e  b i l l i o n  d o l l a r s  in 
ba c k  t a x  a s s e s s m e n t s  (claims) are at r i s k  f r o m  t h e  o i l  c o m p a n i e s '  
s t a t u t e s  of l i m i t a t i o n s  a r g u m e n t s .  F inal t a x  a m o u n t s  o w i n g  t h e  
s t a t e  h a v e  n o t  b e e n  d e t e r m i n e d  in all t h e s e  ca s e s ,  h o w e v e r .

13. D o e s  the p r o p o s a l  a l l o w  a n y  c l o s e d  o r  s e t t l e d  
c a s e s  to be r e o p e n e d ?

No. It a f f e c t s  o n l y  c a s e s  w h i c h  a r e  s t i l l  o p e n  u n d e r  a n  a p p e a l  
b r o u g h t  by t h e  t a x p a y e r .

14. W h a t  do o t h e r  s t a t e s  a n d  t h e  f e d e r a l  g o v e r n m e n t  
do?

T h e  f e d e r a l  s t a t u t e  s p e c i f i c a l l y  p r o v i d e s  t h a t  t h e  s t a t u t e s  of 
l i m i t a t i o n s  a r e  s u s p e n d e d  w h e n  a t a x p a y e r  a p p e a l s  a n  a s s e s s m e n t .  
O t h e r  s t a t e s  h a v e  s i m i l a r  p r o v i s i o n s ,  s u s p e n d i n g  t h e  s t a t u t e ,  as 
well. In a d d i t i o n ,  A l a s k a ' s  o t h e r  s t a t u t e s  of l i m i t a t i o n s  h a v e  
b e e n  i n t e r p r e t e d  c o n s i s t e n t  w i t h  t h e  d e p a r t m e n t  of r e v e n u e ' s



p o s i t i o n .  S e e  e.g. c i v i l  R u l e  15(c), A l a s k a  R u l e s  of C i v i l  
P r o c e d u r e .

15. W h y  w a s n ' t  t h r o e  y e a r s  e n o u g h  f o r  t h e  D e p a r t m e n t  
to c o m p l e t e  the a s s e s s m e n t  in  t h e  p a s t ?

T h e r e  a r e  g o o d  h i s t o r i c a l ,  p r a c t i c a l ,  a n d  l e g a l  r e a s o n s  t h a t  t h e  
p r o c e s s  h a s  t a k e n  so long. In brief, t h e  t a x  o w e d  d e p e n d s  o n  the 
" v a l u e "  of t h e  c r u d e  oil. V a l u e  w a s  d i f f i c u l t  to  d e t e r m i n e  e a r l y  
on b e c a u s e  t h e  o i l  e i t h e r  w a s  t r a d e d  in d i s t a n t  m a r k e t s  or 
i n t e r n a l l y  p r o c e s s e d  (so t h e r e  w a s  no a r m s - l e n g t h  t r a n s a c t i o n ) .
In a d d i t i o n ,  t h e  oil m a r k e t  w a s  in a s t a t e  of flux. T h e  
D e p a r t m e n t  w a s  n o t  at f i r s t  p r e p a r e d  for t h e  s i z e  of t h e  p r o b l e m  
— o v e r  5 b i l l i o n  b a r r e l s  of oil h a d  to be t r a c e d  t o  f i n a l  
m a r k e t s .  And, t h e  c o m p a n i e s  c o n t r o l l e d  t h e  i n f o r m a t i o n .

16. T h e  c o m p a n i e s  h a v e  a s t e r t e d  t h a c  the D e p a r t m e n t  
has a l w a y s  had p l e n t y  of r e s o u r c e s  to d e a l  w i t h  
the p r o b l e m s  p r e s e n t e d  b y  t h e s e  t a x e s .  Is t h a t  
t r ue?

In 1977, the D e p a r t m e n t  h a d  o n e  a u d i t o r ;  in 1979, t h r e e  m o r e  w e r e  
hired, but n o n e  h a d  a n y  s p e c i a l  oil & g a s  e x p e r i e n c e .  T h e  n u m b e r  
of a u d i t o r s  i n c r e a s e d  to t e n  b y  1983. A t  t h a t  time, t h e r e  w e r e  
19 t a x p a y e r s  f i l i n g  b o t h  m o n t h l y  ( p r o d u c t i o n  tax) a n d  y e a r l y  
( s e p a r a t e  i n c o m e  tax) r e turns. U n f o r t u n a t e l y ,  t h e  s t a t e — h a v i n g  
b e e n  u n p r e p a r e d  at t h e  b e g i n n i n g — s p e n t  t h e  n e x t  d e c a d e  p l a y i n g  
c a t c h - u p .

17. T h e  c o m p a n i e s  h a v e  c o m p l a i n e d  a b o u t  t h e  d e l a y s  in 
th e  p r o c e s s .  Is t h e r e  a n y t h i n g  to  t h e s e  
c o m p l a i n t s ?

T h e  p r o c e s s  h a s  t a k e n  a lot of time. H o w e v e r ,  if a n y  t a x p a y e r  
t h o u g h t  the d e l a y s  it w a s  e x p e r i e n c i n g  w e r e  u n r e a s o n a b l e ,  it 
c o u l d  h a v e  r e q u e s t e d  t h a t  a p p e a l  be t a k e n  t o  f o r m a l  c o n f e r e n c e  
i m m e d i a t e l y .  T h e y  h a v e  a l m o s t  u n i f o r m l y  c h o s e n  N O T  t o  d o  t h is.  
In fact, u n t i l  l^go, w h e n  t h e  i n t e r e s t  r a r e s  i n c r e a s e d ,  t h e  
t a x p a y e r s  h a d  n o  i n c e n t i v e  to m o v e  t h e  c a s e s  a l o n g  b e c a u s e  t h e y  
d o n ' t  h a v e  to  p a y  u n t i l  the a p p e a l s  p r o c e s s  is c o m p l e t e d .

18. A r e  o i l  c o m p a n y  t a x p a y e r s  a t  t h e  m e r c y  of the 
d e p a r t m e n t  of r e v e n u e  w h i c h  c a n  i s s u e  a m e n d e d  
a s s e s s m e n t s  ad i n f i n i t u m ?

No. In a d d i t i o n  to r e q u e s t i n g  an a c c e l e r a t e d  p r o c e s s ,  e a c h  
t a x p a y e r  has t h e  r i g h t  to p a y  t h e  d i s p u t e d  a m o u n t  a n d  f i l e  a 
c l a i m  for r e f u n d ,  t h u s  b a r r i n g  a n y  a d d i t i o n a l  a s s e s s m e n t s .



19. T h e  c o m p a n i e s  h a v e  a r g u e d  t h a t  t h i s  p r o p o s a l
e n a c t e d  in t o  l a w  w i l l  f u r t h e r  d e l a y  s e t t l e m e n t  of 
m a j o r  t a x  l i t i g a t i o n .  Is t h a t  t r u e ?

No. T h e  b i l l  r e m o v e s  i n c e n t i v e  to d e l a y  b y  m a k i n g  it c l e a r  t h a t  
the s t a t u t e s  o f  l i m i t a t i o n s  a r e  s u s p e n d e d  d u r i n g  t h e  a p p e a l  
p r o c e s s .  T h i s  m e a n s  t h a t  t h e  t a x p a y e r s  c a n  n o  l o n g e r  a r g u e  t h a t  
t h e y  d o  n o t  h a v e  t o  p a y  a n y  t a x  if t h e  p r o c e s s  t a k e s  m o r e  t h a n  
si x  y e a r s .  T h i s  c a n  o n l y  e n c o u r a g e  s e t t l e m e n t  o f  t h e s e  tax  
c a s e s .

2 0 . M a n y  in the i n d u s t r y  c l a i m  t h a t  t h e  b i l l  is u n f a i r  
b e c a u s e  it " c h a n g e s  t h e  r u l e s  in t h e  m i d d l e  o f  the 
g a m e . "  Is t h i s  t rue?

No. T h e  u n d e r l y i n g  t a x  s t r u c t u r e  is not c h a n g e d  o n e  iota. It is 
ironic, h o w e v e r ,  t o  h e a r  t h i s  a r g u m e n t  f r o m  i n d u s t r y .  Its s e n s e  
of f a i r n e s s  d i d  n o t  i m p e d e  t h e  i n d u s t r y ' s  w i l l i n g n e s s  t o  
c n a H e n g e  A l a s k a ' s  oil t a x  s t r u c t u r e  a n d  d e m a n d  r e f u n d s  f r o m  the 
coui ..3 b e g i n n i n g  in 1979. T h o u g h  t h e y  lost a t  e v e r y  s t a g e  of 
l i t i g a t i o n  ( t h r o u g h  t h e  U n i t e d  S t a t e s  S u p r e m e  C o u r t  in 1986), 
t h e y  w o n  t h e  b a t t l e  in 1981 by  c o n v i n c i n g  t h e  l e g i s l a t u r e  t h a t  
t o o  m u c h  w a s  at  r i s k  for it not to a b a n d o n  t h e  s e p a r a t e  
a c c o u n t i n g  i n c o m e  tax.

21. D o e s  t h e  s t a t u t e  of l i m i t a t i o n s  b i l l  a f f e c t  a n y  
n o n - o i l  a n d  g a s  t a x p a y e r ?

No. T h e  b i l l  is l i m i t e d  to t a x p a y e r s  t h a t  w e r e  s u b j e c t  t o  t h e  
s t a t e ' s  oil a n d  g a s  s e p a r a t e  a c c o u n t i n g  s t a t u t e  in e f f e c t  b e t w e e n  
1979 a n d  1981 a n d  to t h e  s t a t e ' s  oil a n d  g a s  p r o d u c t i o n  tax,
AS 43.55.

2 2 . I 9 t h e  a u d i t  p r o c e s s  r e a l l y  t h a t  c o m p l i c a t e d ?

Yes, it is. A l a s k a ' s  p r o d u c t i o n  a n d  s e p a r a t e  a c c o u n t i n g  t a x e s  
are b a s e d  o n  t h e  g r o s s  v a l u e  of t h e  oil at t h e  p o i n t  of 
p r o d u c t i o n  o n  t h e  N o r t h  Slo p e ,  t h o u s a n d s  of m i l e s  a w a y  f r o m  t h e  
m a r k e t s  w h e r e  t h e  o i l  w a s  u s e d  or d i s p o s e d  of. V e r i f y i n g  t h e  
v a l u e  r e p o r t e d  b y  a p r o d u c e r  r e q u i r e s  t r a c i n g  e a c h  m o n t h ' s  
b a r r e l s  of p r o d u c t i o n  t o  t h e i r  u l t i m a t e  m a r k e t ,  v a l u i n g  t h e  oil 
in t h a t  m a r k e t ,  a n d  c h e c k i n g  t h e  t r a n s p o r t a t i o n  c o s t s  t h a t  a r e  
d e d u c t e d  to  a r r i v e  a t  a p o i n t - o f - p r o d u c t i o n  v a l u e .

B e t w e e n  1977 a n d  19 8 6  alone, t h e  d e p a r t m e n t  of r e v e n u e  w a s  
r e q u i r e d  t o  m o n i t o r

• o v e r  5 b i l l i o n  b a r r e l s  of  oil p r o d u c e d  o n  t h e  N o r t h  Slope;
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• s o m e  1 5 , 0 0 0  t a n k e r  v o y a g e s  a n d  o v e r  2 6 , 0 0 0  p i p e l i n e  t a r i f f  
t r a n s a c t i o n s  to  t r a n s p o r t  t h i s  oil;

• o v e r  1 6 , 0 0 0  s e p a r a t e  d e l i v e r i e s ;

• d e l i v e r y  to  t h i r d  p a r t i e s  u n d e r  m o r e  t h a n  4 , 8 0 0  d i f f e r e n t  
c o n t r a c t s ;

• A N S  c r u d e  oil e x c h a n g e s  for 105 o t h e r  c r u d e  oils.

23. W a s n ' t  th i s  i n f o r m a t i o n  a v a i l a b l e  b e c a u s e  of t h e  
s t a t e ' s  l i t i g a t i o n  w i t h  t h e  o i l  p r o d u c e r s  o v e r  
r o y a l t y  o b l i g a t i o n s ?

T h e  s t a t e  d i d  c o l l e c t  th i s  i n f o r m a t i o n  in t h e  l i t i g a t i o n  w i t h  the 
p r o d u c e r s  o v e r  r o y a l t y  o b l i g a t i o n s .  H o w e v e r ,  t h e  r o y a l t y  d a t a  
b a s e  w a s  n o t  c o m p l e t e d  u n t i l  1989. T h e  D e p a r t m e n t  is n o w  m a k i n g  
e x t e n s i v e  u s e  of t h a t  d a t a  base.

24. A r e  A N C S A  c o r p o r a t i o n s  a f f e c t e d  b y  t h i s  
l e g i s l a t i o n  in a n y  w a y ?

No. N o  A N C S A  c o r p o r a t i o n  has an  o u t s t a n d i n g  a s s e s s m e n t  p e n d i n g  
b e f o r e  t h e  d e p a r t m e n t  of r e v e n u e  i s s u e d  o u t s i d e  t h e  t h r e e  y e a r  
s t a t u t e  of l i m i t a t i o n  on a s s e s s m e n t s .

25. w i l l  c o l l e c t i o n  of t h e  d i s p u t e d  b a c k  t a x e s
f i n a n c i a l l y  c r i p p l e  a n y  o i l  a n d  g a s  t a x p a y e r ?

G e n e r a l l y  s p e a k i n g ,  t h e  t a x p a y e r s  h a v e  a d v i s e d  t h e i r  s h a r e h o l d e r s  
t h a t  th e y  h a v e  r e s e r v e s  s p e c i f i c a l l y  s e t  a s i d e  f o r  v a r i o u s  t a x  
c l a i m s ,  i n c l u d i n g  A l a s k a ' s .  T y p i c a l l y  s o m e  v a r i a n t  o f  t h e  
f o l l o w i n g  l a n g u a g e  is e m p l o y e d :

S e t t l e m e n t  of t h e  o p e n  t a x  m a t t e r s  is n o t  
e x p e c t e d  to h a v e  a m a t e r i a l  e f f e c t  on  t h e  
c o n s o l i d a t e d  f i n a n c i a l  p o s i t i o n  of t h e  
c o m p a n y  and, in the o p i n i o n  of m a n a g e m e n t ,  
a d e q u a t e  p r o v i s i o n  h a s  b e e n  m a d e  f o r  i n c o m e  
a n d  f r a n c h i s e  t a x e s  e i t h e r  u n d e r  e x a m i n a t i o n  
o r  s u b j e c t  t o  f u t u r e  e x a m i n a t i o n .

6
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We the follow ing oppose Senate B ill 185 and the House Companion B ill 511,

Our jobs here in Alaska evolve around the o i l f i e ld  industry, both in 
exploration and production. Passage of any further taxation or retroactive  
taxation by our s ta te  le g is la to r s  does nothing bur jeopardize our job 
securi ty.

The sta te  o f Alaska is way overdue towards offering  incentives that w ill 
enhance these o il  f ie ld  companies to search for new productive f ie ld s .

Let us jo in  together towards rebuilding that industry that once made 
th is great s ta te  of Alaska "TICK",

Sincerely,

__

• - T  •

■y2-

— l.



Mark Sauve
5929 Camden Circle
Anchorage AK, 99504

The Honorable Senator Tirr Kelly 
Room 101 
State Capitol
Juneau, Alaska 99801 -1182 

Dear Sir,

I am writing to you as a constituent of Senate district R in regards to 
Senate Bill 511 concerning the statute of limitations for oil company taxpayers. I 
am particularly troubled about the possibility of its passage and the ensuing 
devastating impact it will unquestionably have on the economy of Alaska.

It is inconceivable that a reasonable legislative body would impose such 
restrictions as SB 511 would make to the appeal process for the oil industry, 
singling out that industry for special discriminatory latent taxation. When the State 
was wallowing in petrodollars there was no complaint in the amount of taxes 
being promptly paid by the oil companies, but when the reality of fiscal 
responsibility finally began to set in retroactive (and in my opinion unethical) 
taxation became the word of the day. For the legislature to add to this legacy of 
shame with SB 511 is in my opinion underhanded and downright stupid in light of 
today's oil prices.

How can we expect modern corpora lions (petroleum related and 
otherwise) to seriously consider investment in Alaska if we send a signal to the 
world that they can expect a shifting taxation regime, dependent ur whims 
of a mercurial legislature? The attraction of capital is now played ou l  on  a global 
theater and Alaska will further loose its reputation for and area with acceptable 
risk if SB 511 is passed. Corporations will be forced to invest their rr jney 
elsewhere and Alaska will take a big step down the road to economic 
catastrophe. As a lifelong Alaskan I urge you sir, with all my heart, o actively 
oppose SB 511, a bill *hat can only help to bring ruin the this great state.



BelJi Fox 

7410 Foxridge Way rrH 

rVncForage, Ak. 9951S

To Senalor Drue Prue rearce,

I am wnling in reference to Senate Bill 185 to encourage your opposition to this measure. Hie 
oil inilustry is lltc most vital player in our state s economy. By passing legislation that tie stabilized our 
state s lax policy will only lead to less industry investment and consequently less state revenue and joLs.

Having lust moved u p  here, an d adopting tkis stale as m u  Lome, I m a little concerned witk 
Alaska s way of thinking. Bade in Minnesota, wc call era like we see em ! And this to me looks lilcc 
the higgcst scam since Tea Pot Dome!!!!

Bell: F.

cci Tim kelly. Senate Labor and Commerce 
Senator Loren Leman



To Senator Tim Kelly

From Julio Rivera 
11903 Copper Mountain 
Eagle River, AK 99577

What's going on here!!! Senate Bill 185 sends a clear message to  
the business commur. '-DON'T DC BUSINESS IN ALASKA!!!!

I urge you to kill this legislation. The People have spoken, please

Julio Rivera

cc: Loren Leman, Senator



B rett R aw alt 
1600 Ju n eau  Dr. 
A nchorage. AK 

9 9 5 0 1

For Senator J o h n n v  Ellis

A laska h a s  the h ig h est oil exp loration  and field 
d evelop m en t c o s ts  in the world, and the add itional im pact of 
low  oil prices h a s  already reduced in v estm en t in the search  for 
m ore oil here. Let's not aggravate the problem  further by  
p a ss in g  S en ate  Bill 185 .

The oil in d u stry  pays its fair sh are - Let's be fair back. I 
en cou rage  your op p osition  to th is n e e d le ss  leg isla tion .

And by the way, I ju s t  becam e a father. When my 
d au ghter grows up. w h at am I going to tell her if she starts to 
q u estion  the w ay th ings are run in the world? We teach  our 
ch ild ren  to be fair, and play by the ru les. The oil industry  pays 
m ore than their fair sh are , b u t ru ies to the gam e are changing. 
Do I tell H osan n a  that life isn ’t fair? G ovem em nt is 
com p licated  en ou gh  w ith ou t having to exp la in  to your child  
th a t it can do w hatever it w ants to w hoever they want, 
regard less of w h at is right!!



Molly Griess 
P.O Box 200126 
Anchorage, AK 99520

Dear Senator Kelly,

I heard about the possibility of Senate Bill 185 passing, and frankly, 
I'm very concerned. Haven't the oil companies contributed enough to the 
State's spending budget? 85% to me sounds like a heck of a lot! Not to 
mention all the money spent as sponsors to different events that go on 
around Alaska, like the Health Fair, Special Olympics, Alaska Science 
and Engineering Fair. The oil companies don't have tc be "nice guy's". 
But they try to give back to Alaska a little of what was taken in the form of 
much needed sponsorships. So let’s be fair, or otherwise, the oil 
companies are going to start "giving as good as they get". In other 
words, nothing!!!

-Molly Griese 
A Concerned Citizen

cc: Loren Leman, Senator

Kr*. -



(907) 561-2668 • FAX (907) 562-5258 •

, 4300 3  Street. Suite 407. Anchorage. AK 99503

Members M arch  2 9 ,  1994
A l a s k a  S t a t e  L e g i s l a t u r e  
J u n e a u ,  A l a s k a

D e a r  S e n a t o r / R e p r e s e n t a t i v e ,

We w ou ld  l i k e  t o  t a k e  t h i s  o p p o r t u n i t y  t o  c o n v e y  t o  a l l  members  
o f  t h e  S t a t e  L e g i s l a t u r e  K o n i a g ' s  s t r o n g  o p p o s i t i o n  t o  S . B . 1 8 5 .

T h i s  l e g i s l a t i o n  i s  c l e a r l y  n o t  i n  t h e  b e s t  i n t e r e s t  o f  t h e  S t a t e  
o f  A l a s k a  i n  t h a t  i t  w i l l  s e n d  t h e  m e ss a g e  t h a t  A l a s k a  i s  n o t  a  
g o o d  p l a c e  t o  i n v e s t  c a p i t a l  o r  c o n d u c t  b u s i n e s s .  I t  c o n v e y s  t h e  
f a c t  t h a t  A l a s k a ,  i n  i t s  z e a l  t o  e x t r a c t  e v e n  more r e v e n u e  f rom  
t h e  o i l  p r o d u c e r s ,  i s  w i l l i n g  t o  c o n s t a n t l y  t i n k e r  w i t h  t h e  
s t a t e ' s  t a x  c o d e  t o  a c h i e v e  t h a t  o b j e c t i v e .

We b e l i e v e  t h a t  t h e  r e t r o a c t i v e  p r o v i s i o n  o f  S .B .1 8 5  i s  most  
l i k e l y  u n c o n s t i t u t i o n a l  a n d  t h a t  i t  i s  c l e a r l y  u n f a i r  a n d  " a n t i ­
b u s i n e s s "  .

T h e r e  i s  no d o u b t  i n  o u r  m inds  t h a t  t h i s  l e g i s l a t i o n ,  i f  
s u c c e s s f u l ,  w i l l  h a v e  a n  a d v e r s e  e f f e c t  on  t h e  economy o f  t h e  
s t a t e .  T h i s  c o n c e r n  was a l s o  c l e a r l y  v o i c e d  b y  CIRI i n  i t s  
t e s t i m o n y  b e f o r e  t h e  S e n a t e  L a b o r  a n d  Commerce C o m m i t t e e  on March 
22 ,  1994 .  A d d i t i o n a l l y ,  t h i s  l e g i s l a t i o n  w o u ld  c e r t a i n l y  c a u s e  
t h e  o i l  i n d u s t r y  t o  r e - t h i n k  i t s  i n v e s t m e n t  s t r a t e g i e s  i n  A l a s k a  
an d  i t  w i l l  d i s c o u r a g e  o t h e r  r e s o u r c e  b a s e d  c o m p a n i e s  f ro m  com ing  
h e r e .

We w o u ld  h o p e  t h a t  t h e  l e g i s l a t u r e  w i l l  s o u n d l y  r e j e c t  S .B .1 8 5  
f o r  t h e  b a d  l e g i s l a t i o n  i t  i s !

S i n c e r e l y ,

F r a n k  Pagano  
P r e s i d e n t

c c : G o v e r n o r  W a l t e r  H i c k e l



M a r c h  3 0 ,  1 9 9 4

Sen. Tim Kelly, Chair
Senate Labor and Commerce Committee
Alaska State Legislature
State Capitol (MS3100)
Juneau, Alaska 99801-1182

Dear Sen. Kelly:

I cannot believe that any rational person would seriously consider 
Senate Bill 185 which would give the state carte blanche to harass 
the oil industry out of existence.

This bill is nothing but a ruse to cover your refusal to take 
responsibility for the fiscal mess we face. Instead of making some 
hard decisions about the future of this state, you want to take the 
easy way out. You want to unleash your tax dogs, hoping to harangue 
a few more dollars out of an industry that already pays more tax 
than any other that does business in Alaska?

This approach is short-sighted and extremely dangerous, not to 
mention unfair and probably illegal. Who would want to do business 
in a state where the ground rules change retroactively and the
statute of 'im itation never expires?

I encourage you to put a stop to this insanity now, and to share my
comments with the rest of your committee.

Lana Johnson 
3440 Korovin Bay Circle 
Anchorage, AK 99515 
349 -5419



M a r c h  30. 1994

Sen. Tim K e lly . Chairman 
Senate Labor and Commerce Committee 
A laska State Legislature 
State Capitol (M S3100 )
Juneau, A laska 99801 -1182

1 am writing in opposition to SB 185. This b ill is ill-tim ed, ill-considered, and 
just plain unfair.
W ith the o il industry already packing up and leaving A laska as o il reserves 
dwindle, now is not the time to impose a new industry tax o f any kind. Instead,
the state should be trying to figure out what it can do to entice the industry to
stay longer and explore more.
The stubbornly low ppce o f o il is another reason r.ot to fidd le with the tax
structure. The industry in our high-priced state s already reeling from these
bargain basement prices. I'm afraid that a new tax w ill just increase 
exp loration  and development in bargain basement countrics--not in A laska.

As fo r the tax itse lf, it's sneaky and unfair. And what a perfect bu lly ing tool it 
would be fo r these bureaucrats i f  they cou ld raise a company's assessments 
during the m iddle o f  an appeal! There's a measure o f desperation in this
attempt to go back almost 20 years to try and collect more taxes o f f  an industry 
that pays 85%  o f our bills alreauy.

Please, vote no on SB 185.
Thank you fo r  you r consideration.

V i
15
Anchorage, A laska 99501



T i m  K e l l y ,  S e n a t e  L a b o r  a n d  C o m m e r c e
R o o m  1 0 1
S t a t e  C a p i t o l
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

March  31,  1 99 4

D e a r  S e n a t o r  K e l l y ,

I k n o w  it's n o t  p o p u l a r  to  q u o t e  B i l l  C l i n t o n  r i g h t  n o w ,  e s p e c i a l l y  i n  A l a s k a ,  b u t  I a s k  y o u  
t o  u r g e  y o u r  c o l l e a g u e s  t o  r e c a l l  h i s  u n o f f i c i a l ’ c a m p a i g n  s l o g a n  a s  t h e  S e n a t e  
c o n s i d e r s  S B  1 8 5 :  "It's t h e  E C O N O M Y ,  S t u p i d ! "

A l a s k a ' s  e c o n o m y  i s  h a n g i n g  b y  s o m e  p r e t t y  f r a g i l e  t h r e a d s  r i g h t  n o w .  F i s h  p r i c e s  a r e  
t e r r i b l e  ( a n d  s t o c k s ,  t o o ,  i n  s o m e  a r e a s )  a n d  s h o w i n g  n o  s i g n s  o f  r e c o v e r y ;  m i l i t a r y  
c u t b a c k s  a r e  i n e v i t a b l e ;  h u n d r e d s  o f  j o b s  i n  t h e  n o n - m i l i t a r y  f e d e r a l  b u r e a u c r a c y  a r e  
g o i n g  t o  d i s a p p e a r ;  s t a t e  e m p l o y m e n t  i s  p o i s e d  to  f o l l o w  t h e  P r u d h o e  B a y  c u r v e  
d o w n w a r d ;  t h e  o i l  i n d u s t r y  s e e m s  t o  b e  s t a b l e  a f t e r  m a k i n g  s e r i o u s  c u t b a c k s ,  b u t  i s  a  
s h a d o w  o f  i ts  f o r m e r  s e l f .

T h a t  l e a v e s  t o u r i s m  a s  j u s t  a b o u t  t h e  o n l y  g r o w t h  i n d u s t r y  w e  h a v e  l eft ,  a n d  m o s t  o f  t h e  
j o b s  it o f f e r s  a r e  l o w - p a y i n g ,  s e a s o n a l  e m p l o y m e n t .  N o t  e x a c t l y  t h e  k i n d  o f  w o r k  a  
f a m i l y  c a n  s e n d  t h e  k i d s  t o  c o l l e g e  o n .

N o w  S B  1 8 5  h a s  t h e  p o t e n t i a l  t o  p l a y  i ts o w n  n e g a t i v e  r o l e  i n  t h i s  s c a r y  s i t u a t i o n ,  
b e c a u s e  it w i l l  r e p r e s e n t  y e t  a n o t h e r  f i n a n c i a l  d r a i n  o n  a n  i n d u s t r y  t h a t  i s  a l r e a d y  o n  t h e  
b r i n k  o f  r e t r e a t  f r o m  A l a s k a .

T h e  b i l l  s i m p l y  g i v e s  t h e  s t a t e  t o o  m u c h  r o o m  t o  a b u s e  i ts a l r e a d y  p o t e n t  p o v / e r s  to  
i m p o s e  a n d  c o l l e c t  t a x e s  f r o m  t h e  o i l  c o m p a n i e s .  I n  t h e  l o n g  r u n ,  t h i s  b i l l  c o u l d  w e l l  
c a u s e  m a n y  o f  t h e  c o m p a n i e s  t o  d e c i d e  A l a s k a  i s  j u s t  n o t  w o r t h  t h e  t r o u b l e  a n y  l o n g e r ,  
a n d  y o u  k n o w  w h a t  t h a t  w o u l d  m e a n  t o  w h a t ' s  l eft  o f  o u r  w e a k e n e d  e c o n o m y .

I u r g e  y o u  t o  o p p o s e  t h i s  b i l l ,  a n d  if a n o t h e r  S e n a t o r  a s k s  y o u  w h y  y o u  d o n ' t  w a n t  to  
t w e a k  t h e  o i l  i n d u s t r y  w i t h  j u s t  o n e  m o r e  t a x  b i l l ,  j u s t  g i v e  h i m  o r  h e r  t h i s  a n s w e r :  "it's

cc: Steve Rieger, Senator
Bert Sharp, Senator 
Georgianna Lincoln, Senator 
Judy Salo, Senator

I 1 1 Q u e e n  Anne A venue N., Su ite  500. 5  ,,iUlu. W ashington  90109. 2 0 0 /2 8 2 -1 9 9 0



M a rc h  3 0 , 1 9 9 4

Sen. Tim Kelly , Chairman
Senate Labor and Commerce Com m ittee
Rlaska State Leg is la tu re
State Capito l (MS3100)
Juneau ,H lasko  99801-1182

Dear Senator Kelly:

I am Luriting to enpress my concern about Senate Bill 105, w h ich  apparen tly  
w ou ld  a l low  our s ta te  bu reaucra ts  to r e w r i te  the  tan law fo r  the oil indus try  
a t w i l l .  This w ou ld  set a dangerous p recedent and m ust be s topped at all 
costs.

I don't w o rk  fo r  on oil company, so my own ju s t  isn 't  ( im m ed ia te ly )  at s take. 
But i do know  how dependent o u rw h o le  s ta te  is on the oil in d u s try ,  flnd I 
also know  w h a t 's  r ig h t .  I t 's  not r ig h t  th a t  anonym ous em ployees o f  the 
gouernm ent in Juneau can change tan polic ies w i th o u t  any public process. 
Where is the fa irness  in tha t?  I f  we w a n t  to increase som ebody 's  taues, le t 's  
be open and abo ue -boa rd  about i t — not sneak a round and t ry  to  do it on the
sly.

Please uote  aga ins t Senate Dill 105.

Sincerely,

Ciiii (. j n c c i c y  

7765 Port Orford 
Anchorage, OK 9951 6



M aarch 31, 1994

C hristopher Ransom  
426 G Street #1 
Anchorage, AK 99501

D ear Senator Ellis,

It has ju st com e to my attention that the legislation m ight try to change the tax 
assessm ent procedures as they apply to the oil com panies. I'm  hoping in writing this 
letter, as I was taught grow ing up, that my voice counts, and i say VOTE InO on SB 
185.

I see no justification for giving the revenue service even M ORE time than it 
already has to collect taxes and levy more. The thought of taxing anyone for 
som ething which has already transpired (as far as 1976) is outrageous! W hat's next?

The average consum er probably does not realize the am ount o f money oil 
com panies already pay, but I believe if  they knew, they would stand up and fight for 
equal rights. Should I let them know? Or can we nip this in the bud?

W ould it not be m ore prudent to suck in ou r fiscal stom achs' and tighten our 
budget belts' instead o f looking to the people who put us on the map financially?

Signed,

Judy Salo, Senator



Dear Senator Kellv;

I am writing to tell you that I am deeply concerned about Senate Bill 185. which is 
currently pending in your Labor and Commerce Committee.

April 1, 1994

I am sure you'll hear a lot about this issue, since it has a tremendous effect on all Alaskans. 
W e all know how important the oil industry is in our state. I am sure that everyone who 
lives and works in Alaska knows that their lifestyle would be very different if the oil 
industry were not successful here. Of course we need to diversify our economy, but that 
w on't work if we don't have a strong base to build on.

Tnat is why I am so concerned about SB 185. Passing legislation that allows such 
blatantly unfair treatment o f the oil industry harms us all. If this bill were aimed at private 
citizens, we would vote to recall the entire legislation in a heartbeat. I realize that it gets 
harder every year to find the money that we need to operate the state government, but 
pillaging the oil companies is a dead end. If we take away their future here, we destroy our 
future, too. SB 185 could signal the end of Alaska's healthy economy.

I hope you will give this naner vour most careful attention.

Sincerely,

, - Lc-f (sk~C »'—■
Lauren Siemer 
636 W. 20th Ave. 
.Anchorage, AK 99503

cc: Senator Reiger
Senator Sharp 
Senator Halford 
Senator Ellis 
Senator Pearce



S e n a to r  T im  K elly  
R oom  101 
S tate  C ap ito l 
Ju n e a u , A K  99801-1182

SUBJECT: S enate  Bill #185

D ear S en a to r K elly:

I w ish  to ex p re ss  m y  co n ce rn  a b o u t S enate  Bill #185 w h ic h  w o u ld  re tro - ta x  th e  o il 
in d u s try  in  A laska . I se rio u s ly  q u e s tio n  the  e th ics  o f a tax in g  g o v e rn m e n t b o d y  
lo o k in g  m o re  th a n  th re e  y ears  in to  the p a s t to  assess  taxes. E v ery  b u s in e ss  in  th is 
S ta te  w ill re -ex am in e  th e ir  p u rp o s e  a n d  b en efits  o f d o in g  b u s in e s s  in  A laska.

F u rth e r , th e  bill in c re ase s  p re s s u re  o n  o u r  le a d in g  in d u s try  a n d  p ro v id e r  in  A lask a 's  
eco n o m y  w h o se  p ro d u c tio n  is n o w  d ec lin in g . I q u e s tio n  th e  lo n g -te rm  w isd o m  of 
a d d itio n a l tax p re s s u re  o n  a n  in d u s try  n ea rly  all of us h a v e  b e n e fite d  fro m  for so m e  
tim e  for a o n e -y c a r S ta te  b u d g e t "fix."

B ased  o n  these  re a so n s  I re sp ec tfu lly  a sk  y o u  to u se  y o u r  p o w e r to s to p  th is  bill from  
p ass in g .

S in c e re ly ,

W E ST M A R K  H O T E L S, IN C .

H e rb e r t E. E v ere tt 
D irec to r o f S afety  an d  
W o rk e rs ' C o m p e n s a t io n

Wcstituirk Corporate Office 880 II Street, Suite 101, Anchorage, Alaska 9950I-.VI00 
(907) 272-9-103. Facsimile: (907) 258-0560
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