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May 17, 1991 ? 6

The Honorable Richard I. Eliason 
President of the Senate 
P.O. Box V 
Juneau, AK 99811

D e a r  P r e s i d e n t  E l i a s o n :

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to credits for 
drilling stratigraphic test wells. The bill authorizes the 
commissioner of natural resources to extend exploration incentive 
credits under AS 38.05.180(i) to persons drilling stratigraphic 
test wells between July 1, 1991 and July 1, 1993 on land in the 
state.

Currently, AS 38.05.180(i) permits the commissioner to grant oil 
and gas lessees credits against royalty and tax payments due the 
state. The credits are limited to one-half of a lessee's costs 
for drilling an exploratory well or performing geophysical work.

The purpose of the new credits is to encourage the drilling of 
stratigraphic test wells on xand not currently under oil or gas 
lease. In an effort to obtain information that would help the 
state complete, by January 1994, its selection of land under the 
Alaska Statehood Act, all the major oi] and gas companies 
operating in the state have already been asked to consider 
drilling stratigraphic test wells on unleased land; none are 
motivated in the absence of credits.

The bill requires the driller to provide the state with well data 
before a credit is approved. This assures that no credit will be 
granted unless the state receives, in exchange for the credit, 
Information bearing on the selection of land under the Alaska 
Statehood Act.

The total of all credits granted for drilling stratigraphic test 
wells may not exceed $20,000,000. If drillers' costs approved 
for credit exceed $20,000,000, then $20,000,000 in credits would 
be pro-rated among the drillers'on the basis of approved costs.
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AS 38.05. 180 ('!) is rewritten by the bill to prevent that 
subsection from becoming unduly cumbersome through the addition 
of the language, providing for the new credits. No substantive 
change has been made in the existing provisions.

Sincerely,

Walter̂ J; Hickel
Goverrwrr
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