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Estimate of Costs to the State of Alaska for the Implementation of the 
Referendum to Repeal Production Tax Bill HCS CSSB 21(FIN) am H  

Prepared by the Alaska Department of Revenue and the  
Alaska Department of Law      

 
As required by AS 15.45.090(a)(4), the Alaska Departments of Revenue (“DOR”) and 
Law (“LAW”) have prepared the following statement of costs to the State of Alaska to 
implement the law proposed by this referendum.  
 
This referendum would repeal the “Oil Tax Bill” known as HCS CSSB 21(FIN) am H 
(“SB 21”) which was passed by the Alaska Legislature in April of 2013, most provisions 
of which go into effect on January 1, 2014.  SB 21 concerns primarily oil and gas 
production taxes under AS 43.55, and also includes provisions concerning corporate 
income taxes under AS 43.20 and other tax related issues. 
 
If this referendum is approved by the voters in the August 2014 primary election, it 
would require both DOR and LAW to incur additional administrative and regulatory 
costs to effectively implement it. This referendum would take effect thirty days after 
approved by a majority of qualified voters resulting in the repeal of the tax structure that 
was in place for nearly nine months in 2014 before the effective date of the repeal. 
 
The following represents an estimate of the State’s costs; the actual costs will likely be 
different.  This estimate does not include litigation expenses, expenses that the legislature 
may incur, or potential revenue impacts to the State general fund from changes to oil and 
gas production tax revenues as a result of changing tax and credit rates or potential lower 
oil production. 
 
The estimated range of cost to the state for the implementation of this referendum is 
$1,450,000 to $2,450,000. All of these would be contractual costs for DOR. 
 
The estimated contractual costs can be broken down into three categories: 
 

Audit Assistance: $400,000  
Systems Configuration: $1-2 million 
Regulations and Legal Support:     $50,000 

Audit Assistance - DOR estimates that it will need to hire additional contract auditors at 
a cost of approximately $400,000 to assist with the issues that are identified as a result of 
the repeal of SB 21.  This cost is similar to the cost that was incurred by DOR to hire 
contract auditors to assist with the transition from the Petroleum Production Tax (PPT) 
taxation system to the Alaska’s Clear and Equitable Share (ACES) taxation system in 
2008. The additional audit resources were needed to administer the issues that resulted 
with administering a tax year involving two tax different systems.  DOR estimates that, if 
passed, this referendum would have a similar effect on its limited resources. 
  
Systems Configuration - DOR estimates that it will incur an additional expense of 
approximately $1-2 million for systems configuration.  In August 2014, DOR will be 
nearly complete with configuring the oil and gas production tax portion of its new Tax 
Revenue Management System (TRMS) based on SB 21 as passed.  The oil and gas 
portion of TRMS implementation will be the largest and most complex portion of the 
three year project.  If SB 21 is repealed, it will require DOR and its information system 
contractors to go back and reconfigure the system that they spent the previous months 
working on.  Given the limited timeframe to analyze what portions of the system would 
need to be reconfigured for the oil and gas tax if the referendum passed, DOR’s 
contractors have supplied an estimate of $1-2 million for this effort.   
 
Regulations and Legal Support - The Department of Law (LAW) estimates the legal 
support costs associated with advising DOR through the regulations process, and with 
issues relating to the application of the referendum to be approximately $50,000. 
The above cost estimates represent a minimum cost estimate to implement the proposed 
referendum.    
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Estimate of Costs to the State of Alaska for the Implementation of the  
Referendum to Repeal Production Tax Bill HCS CSSB 21(FIN) am H 

Prepared by the Division of Elections 
 

Division of Elections Cost Statement: 
 
The minimum cost to the Division of Elections associated with certification of the 
referendum application and review of the referendum petition, excluding legal costs to 
the state and the costs to the state of any challenge to the validity of the petition, is 
estimated to be $71,257.  This statement is required under AS 15.45.090(a) (3). 
 
Elections estimate by category 
 
Total           $71,257 
 
Personal Services        $69,957 
Expenses associated with certification of the referendum application and review of the 
referendum petition: 
 Three full-time employees at 522 hours is $29,200 
 8 temporary employees at 2520 hours is $40,757 
 
Services          $ 1,300 
Printing of booklets is $1,300 
                                             
 


