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FISCAL NOTE

•S T A T E  O F  A L A S K A
1992  L E G IS L A T I V E  S E S S IO N BELL NO. CS CSSB 302 (Fin)

Revision Date: 

Title:

4 -M av-92

Strat. Test W ell Credits

Departm ent A ffected:

BRU: Petroleum  M anagem ent

Natural R esources

Com ponents: Petroleum  M anagem ent

Senate Rules (for G overnor)Sponsor:

Requestor. Senate F inance . C O M PO N E N T  SER IA L NO.

EXPEND mJRHS/RE VENUES: (Thousands of Dollars)

439

O PER A TIN G FY  93 FY 94 FY  95 FY  96 F Y  97 FY  98

PER SO N A L SER V IC ES

T R A V EL

C O N TR A C TU A L

SUPPLIES

EQ U IPM E N T

LA N D & STR U C TU R ES

G RA N TS,CLA IM S

M ISC ELLA N EO U S

TO TA L O PER A TIN G 0.0 0.0 0.0 0.0 0.0 0.0

C A PITA L 0.0 0.0 0.0 0.0 0.0 0.0

REV EN U E
. . . .  (

ie * it it | it it X * X it it X |
Funding Source: , !

FU N D IN G :______(Thousands of Dollars)

G EN ER A L FUN D

F ED ER A L FUN D S

OTHER

Funding Source: 1007

\

TO TA L 0.0 0.0 0.0 0.0 0.0 0.0

PO SITIO N S:

FU LL-TIM E

PA R T-TIM E

TEM PO R A R Y

Estim ate o f  C urrent year impact:____________ -0-

A N ALY SIS: (A ttach a separate page if necessary)
** Will result in $0 to $50 million in total credits against 

taxes, royalties, bonuses, etc. for wo rV approved by the Commissiojier
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Approved by C om m issioner:_______________Harold C. HeinV.aU [______ Date: 4-M ay-92
Agency: D epartm ent o f N atural Resources $
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& Impacted Agency(ies).
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7-GS0108\M

CS FOR SENATE BILL NO. 302 (FINANCE)

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

S E V E N T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

BY T H E  S E N A T E  FIN A N C E  C O M M IT T E E

O ffered:
R eferred :

Sponsor(s): SEN A TE RU LES C O M M IT T E E  BY R E Q U EST O F T H E  G O V E R N O R

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to exploration incentive credits for geophysical work and for the drilling

2 of exploratory and stratigraphic test wells on certain land in the state, and providing that

3 the credits inay be deducted from rentals, royalties, bonuses, or taxes due the state; and

4 providing for an effective date."

5 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

6 * Section 1. A S  3 8 .9 5  is  a m e n d e d  b y  a d d in g  a n e w  s e c t io n  to  re a d :

7  A R T I C L E  7 . E X P L O R A T I O N  I N C E N T I V E  C R E D I T S .

8  S e c .  3 8 .9 5 .3 0 0 .  E X P L O R A T I O N  I N C E N T I V E  C R E D I T S ,  (a )  In  a d d it io n  to  the

9  e x p lo ra t io n  in c e n t iv e  c r e d i t  a u th o r iz e d  b y  A S  3 8 .0 5 .1 8 0 ( i ) ,  th e  c o m m is s io n e r  m a y  g iv e  an

10  e x p lo r a t io n  in c e n t iv e  c r e d it  fo r  e a c h  o f  th e  f o l lo w in g  a c t iv it ie s  p e r fo rm e d  o n  la n d  in  th e  state

11 e x c e p t  la n d  d e s c r ib e d  in  ( b )  o f  th is  s e c tio n :

12 ( 1 )  g e o p h y s ic a l  w o r k  o n  la n d  th a t is  n o t  s u b je c t  to  a  c r e d i t  u n d e r  A S  3 8 .0 5 .1 8 0 ( i ) ;

13  ( 2 )  d r i l l in g  a s tr a t ig ra p h ic  test w e ll ;  a n d

14 ( 3 )  d r i l l in g  an e x p lo ra to ry  w e ll.

-1- CSSB 302(FIN)
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1 ( b )  T h e  p r o v is io n s  o f  th is  s e c t io n  d o  n o t  a p p ly  to  th e  C o o k  In le t  s e d im e n ta ry  b a s in  o r

2  th e  N o r th  S lo p e  s e d im e n ta ry  b a s in . T h e  D e p a r tm e n t  o f  N a tu r a l  R e s o u r c e s  s h a ll,  b y  r e g u la t io n ,

3  p r o v id e  le g a l d e s c r ip t io n s  fo r  e a ch  o f  these  tw o  b a s in s .

4  ( c )  A n  e x p lo r a t io n  in c e n t iv e  c r e d i t  a u th o r iz e d  b y  (a) o f  th is  s e c t io n  m a y  be  a p p lie d

5  a g a in s t

6  ( 1 )  a  p a y m e n t  o r  o b lig a t io n  a g a in s t  w h i c h  th e  c r e d it  a u th o r iz e d  b y

7  A S  3 8 .0 5 .1 8 0 ( i )  m a y  b e  c la im e d ;

8  ( 2 )  taxes p a y a b le  u n d e r  A S  4 3 .2 0 ;  a n d

9  ( 3 )  o i l  a n d  g a s  b o n u s  p a y m e n ts  d u e  the  sta te  u n d e r  A S  3 8 .0 5 .1 8 0 ( f ) .

1.0 ( d )  A n  e x p lo ra t io n  in c e n t iv e  c r e d it  a u th o r iz e d  b y  (a )  o f  th is  s e c t io n  is  a v a ila b le  o n ly  i f

11  ( 1 )  a  s tra t ig ra p h ic  test w e ll o r  e x p lo r a to ry  w e ll  is  d r i l le d  o r  g e o p h y s ic a l  w o r k  is

1 2  c a r r ie d  o u t  a fte r  th e  e f fe c t iv e  d a te  o f  th is  A c t  a n d  b e fo re  J u ly  1, 1 9 9 7 ;

1 3  ( 2 )  c o p ie s  o f  a ll ra w  a n d  p ro ce s s e d  d a ta  d e r iv e d  f r o m  d r i l l in g  a s t r a t ig r a p h ic  test

1 4  w e l l  o r  e x p lo ra to ry  w e ll  o r  p e r fo r m in g  g e o p h y s ic a l  w o r k  are m a d e  a v a ila b le  to  th e  c o m m is s io n e r

1 5  w it h in  3 0  d a y s  f o l lo w in g  its  a v a ila b il ity ; the  p r o v is io n s  o f  A S  3 8 . 0 5 . 0 3 5 ( a ) ( 9 ) ( C )  a p p ly  to  d a ta

1 6  o b ta in e d  b y  the  c o m m is s io n e r  u n d e r  th is  p a ra g ra p h , e x c e p t  th a t the  c o m m is s io n e r  m a y , in  the

1 7  c o m m is s io n e r ’s d is c r e t io n ,  m a k e  that g e o p h y s ic a l  d a ta  a v a ila b le  to  th ird  p a rtie s  i f  the

18 c o m m is s io n e r  d e te rm in e s  th a t d is c lo s u r e  o f  th e  d a ta  is  n e ce s s a ry  to  g e n e ra te  in te re s t  in the

19  a f fe c te d  state  la n d ; a n d

2 0  ( 3 )  a p p l ic a t io n  fo r  th e  c r e d i t  is  m a d e  to  th e  c o m m is s io n e r  a n d  is  a p p ro v e d  b y  the

2 1  c o m m is s io n e r  b e fo re  th e  d r i l l in g  o r  g e o p h y s ic a l  w o r k  c o m m e n c e s .

2 2  (e )  A n  e x p lo r a t io n  in c e n t iv e  c r e d it  a u th o r iz e d  b y  (a )  o f  th is  s e c t io n  s h a ll be  b a s e d  o n

2 3  c o s ts  a p p ro v e d  b y  the  c o m m is s io n e r ,  a n d  m a y  n o t  e x ce e d  5 0  p e r ce n t  o f  th e  c o s ts  o f

2 4  ( 1 )  g e o p h y s ic a l  w o r k  p e r fo rm e d ;

2 5  ( 2 )  d r i l l in g  the  s tra t ig ra p h ic  test w e ll;  o r

2 6  (3 )  d r i l l in g  the  e x p lo ra to ry  w e ll.

2 7  ( f )  T h e  to ta l o f  a ll c re d its  a p p ro v e d  b y  the  c o m m is s io n e r  u n d e r  th is  s e c t io n  m a y  n o t

28 e x c e e d  $ 3 0 ,0 0 0 ,0 0 0 .  C r e d it s  s h a ll be  u se d  d u r in g  a  l im ite d  p e r io d  e s ta b lis h e d  b y  the

2 9  c o m m is s io n e r  a n d  m a y  be  a ss ig n e d  d u r in g  th a t p e r io d .

30 ( g )  A m o u n t s  d u e  the  p e rm a n e n t  fu n d  u n d e r  A S  3 7 .1 3 .0 1 0  s h a ll  b e  c a lc u la te d  b e fo re  the

,31 a p p l ic a t io n  o f  c r e d its  u n d e r  th is  s e c tio n .

C S S B  302(F1N) -2-
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1 ( h )  In  th is  s e c t io n ,

2  ( 1 )  " c o m m is s io n e r"  m e a n s  the  c o m m is s io n e r  o f  n a tu ra l r e s o u r ce s ;

3  ( 2 )  " e x p lo ra to ry  w e ll"  m e a n s  a  w e ll  d r i l le d  fo r  the  p u r p o s e  o f  o i l  a n d  g a s

4  e x p lo r a t io n  th a t is

5  ( A )  lo ca te d  three  m ile s  o r  m o re  f r o m  a n o th e r  w e ll d r i l le d  fo r  o i l  a n d  g a s

6  w ith  a ll d is ta n ce s  m e a su re d  as the  h o r iz o n ta l d is ta n c e  b e tw e e n  e x p lo r a t io n  ta rge ts ; o r

7  ( B )  w ith in  three  m ile s  o f  a w e ll d r il le d  fo r  o i l  a n d  g a s , b u t  tests p o te n t ia l

8  h y d r o c a r b o n  traps th a t the  c o m m is s io n e r ,  a fte r  a n a ly z in g  e v id e n c e  s u b m it te d  b y  th e  le sse e

9 a n d  o th e r  in fo r m a t io n ,  d e te rm in e s  co n s t itu te  a d is t in c t ly  sep a ra te  e x p lo r a t io n  ta rge t;

10  ( 3 )  " g e o p h y s ica l w o rk "

11 ( A )  m e a n s  a ll g e o p h y s ic a l  m e th o d s  u se d  in  h y d r o c a r b o n  e x p lo ra t io n  a n d

1 2  fo r  the  d e te rm in a t io n  o f  g e o lo g ic  h a za rd s ;

1 3  ( B )  in c lu d e s  s e is m ic ,  g ra v ity , m a g n e t ic ,  a n d  e le c t r o m a g n e t ic

1 4  m e a s u re m e n ts ;

1 5  ( 4 )  " s tra tig ra p h ic  test w e ll"  m e a n s  a w e ll  d r i l le d  to  a  s u f f i c ie n t  d e p th  to  m e a s u re

16  the  g e o lo g i c ,  g e o p h y s ic a l ,  a n d  e n g in e e r in g  p a ra m e te rs  u se d  fo r  d e te r m in in g  an a re a ’ s o i l  a n d  g a s

17  p o te n t ia l.

1 8  *  S e c .  2 . P R O V I S I O N S  N O T  A P P L I C A B L E  T O  A S  3 8 .0 5 .1 8 0 ( i ) .  T h e  p r o v is io n s  o f  A S  3 8 .9 5 .3 0 0 ,

19  a d d e d  b y  s e c . 1 o f  th is  A c t ,  d o  n o t  a f fe c t  A S  3 8 .0 5 .1 8 0 ( i ) .

2 0  *  S e c .  3 . T h i s  A c t  takes  e f fe c t  im m e d ia te ly  u n d e r  A S  0 1 .1 0 .0 7 0 ( c ) .

-3-
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FISCA L N O T E

STATE OF ALASKA 
1992 LEGISLATIVE SESSION

R evision D ate: January  21. 1992____________

Title: S tratigraphic T est Well Credits

S ponsor: Rules fo r G overnor____________

R equestor: Senate Oil & G as

B ILL NO. SB 302

Departm ent A ffected:

BRU: N atural Resources
N atural Resources

Com ponents: Petroleum  M anagem ent

C O M PO N EN T SER IA L NO. 439

E X PEN D ITU R ES/R EV EN U ES: (Thousands o f D ollars)

O PER A TIN G FY 93 FY 94 FY  95 FY 96 FY  97 FY 98
P ER SO N A L  SER V IC ES

T R A V E L

C O N TR A C TU A L

SU PPLIES

E Q U IP M E N T

L A N D & STR U C TU R ES

G R A N TS.C LA IM S

M ISC ELLA N EO U S

T O TA L O PER A TIN G 0.0 0.0 0.0 0.0 0.0 0.0

C A PIT A L

R E V E N U E  

F unding Source:

FU N D IN G :______(Thousands o f  Dollars)

G E N E R A L  FUN D

FED E R A L  FU N D S

OTHER

Funding Source:

TO TA L 0.0 0.0 0.0 0.0 0.0 0.0

PO SITIO N S:

FU LL-TIM E

PA R T-TIM E

T EM PO R A R Y

Estim ate o f  Current year im pact: -0-
ANALYS1S: • (A ttach a separate page if  necessary)

W ould allow  up to S20 m illion in credits against royalty and tax paym ents for drilling 
strati graphic test w ells and providing the inform ation to die stale.

Prepared by: 
D ivision:

Carol W ilson
C om m issioner's Office

A pproved by  C om m issioner: f ffl_________H arold C
A gency: D epartm ent o f N atural Resources

• Heiim!dC

465-2400
2 1 -Jan-92

2 1 -Jan-92

Distribution (by preparer) : Legislative Finance, legislative Sponsor, Requestor, OMB,
& Impacted Agcncy(ies).
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F I S C A L  N O T E

S T A T E * O F  ' A L A S K A .

1991 L E G I S L A T I V E  S E S S I O N

Bill Version: 3
(S) Pubiisii Date: =£/ , 7  /*7 (

Revision Data- Department Affected: R evenu e/ ', 'a tu ra l R e so u rc e s
Title: "An A c t re.1a.ted .to. r.redi tS-flga i nst BRU: Rpygni.P Onprafinnc

c e r t a i n  paym ents due th e  s t a t e ,  . . . "  Component: O il & Gas A u d it
Sponso rr Ru le s  C om m ittee by r e q u e s t  o f  Gove rn o r  
Requestor- __________________________________________ COM PONENT S E R IA L  NO.

ExpandftLoes/Revenueet(Thousands of Dollars)
OPERATTNQ- FY 92 FY 93 FY 94 FY 95 FY 96 FY  97

PERSO N AL SERV IC ES
TRAVEL-
CO NTRACTUAL
SUPPLIES
EQ U IPM EN T*
LAND & STR U C TU R ES
GRANTS, CLAIM S
M ISCELLANEO US*
TO TA L O PEH AT IN O :

C A P I T A L -

r e v e n u e :  ($0 ) ( $20mm)- JL

FUNDtNG: (Thousands of Dollars)
G E N E R A L  FUND -----  (SO)  • ($20mm) - - 0 0 0 n
FED ERAL FUNDS
OTHER
TO TAL Iooo111 ($20mm) - 0 0 C n

PO Sm O N S:
FULL-TIME
PART-TIME
TEM PO RARY

Estimate of current y ea r  Impact-.

ANALYSIS: (Attach a separate page if necessary.)*

( s e e  a t t a c h m e n t )
j L  <2—

PnwrpHfly R°9er f ^ k s  f ?  Phnnfl- 277-5627oy. ^  none.
Oh/won:   / / ^ ^ ______________________ Date: ' '
Approved by Comm issioner. _____
A g e n c y r __________________________________________________________________________________  Date: " f /

Distribution (by  preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agencyflea).
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A n a l y s i s :
"An act relating to credits against certain payments due the state, 
earned by drilling stratigraphic test wells on unleased land; and 
providing for an effective date."

This bill would give exploratory incentive credits, in the form of 
reductions in existing royalty or tax obligations to the state, for 
drilling stratigraphic test wells (or conducting other similar 
testing) on unleased 3tate acreage. Under the Alaska Statehood Act 
the state must complete its land selections by January 1994. This 
bill provides drilling incentives so that the state would have more 
information on resource potential for making its selections. 
Stratigraphic test wells are drilled off structure and are 
explicitly designed not to find oil, but to gather geological 
information on the area. Usually companies pool funds to make such 
t e s t s .

The credit would only be available for work done between July 1, 
1991, and March 1, 1993. There is a $20 million cap on total
credits that can be granted for all work. Credits cannot exceed 50 
percent of the cost of the work, and a credit cannot exceed 50 
percent of the payment toward which it is being applied.

It is possible that the entire $20 million ceiling would not be 
reacned and the direct cost to the state would be less. The bill 
is targeted toward interior basins whose resource potential is poor 
to moderate. Therefore the expected return from testing may still 
not be sufficient to justify testing, even with the credit. No such 
tests have been performed without the credit over the last several 
y e a r s . The estimated cost of a stratigraphic test well is 
approximately $8 million. Therefore it would take five such wells 
to obtain the $20 million limit.



R evision D;ite: April 15, 1992

STATE OF ALASKA
1992 LEGISLATIVE SESSION

c

Title: Relating to exploration  iucentive credits...

FISCAL NOTE

(S) P ub lish  D ate : V — / 5 T  -  9 * ^

D epartm ent A ffecteu; INCVCIIUC_____________________________

B R U : Revenue O perations________________________________

Com ponent: Oil &  Gas A udit____________________________

No.,
V Bill Version: 0  3  -S ( / )  *- Ct)

Sponsor: Sen R ules by R equest o f G overnor

Requestor: Sen O& G _________________________ Component Serial No.
0 1 1 5

O P E R A T IN G F Y  93 F Y  94 F Y  95 F Y  9/1 F Y  97 F Y  98

PER SO N A L SERV ICES

TR A V EL •

C O N TRA CTU A L

SUPPLIES

EQ U IPM EN T

L A N D  &  STR U C TU R ES

G RANTS, CLAIM S

M ISCELLA N EOU S

T O T A L  O P E R A T IN G 0 0 0 0 0 0

C A P IT A L

R E V E N U E  FU N D  S O U R C E ($0 - ( $ 0 - ( $ 0 - ( 5 0 - ( 5 0 - ( 5 0 -
550m m ) S50m m ) 550m m ) 550m m ) 550m m ) S50mm)

FUNDING: (Thousands o f  D ollars)

G EN ER A L FUND

FED ERA L FUNDS

OTHER FUND SO U R C E

T O T A L 0 0 0 0 0 0

POSITIONS:

FULL-TIM E

PART-TIM E

TEM PO R A R Y

Estim ate o f  current year im pact: 0_

ANALYSIS:

Jrepared by: Rod Mouranl Pbone: 4N5-23U0

Division: C om m issioner's Office

Approved by Commissioner:

Agency: Revenue_______

Date:

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
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DMPT. O tfN A T U R A L  UESOUKCES

cc \ c  ^  ' *  
WALTER J. N ICKEL, GOVERNOR

P.O. BOX 107034
ANCHORAGE. ALASKA 93510-7034 
PHONE: (907) 762-2553

W .

Dl VISION OF OIL AND GAS

J u l y  3 , 1 9 9 1
( 9 0 7 ) 7 6 2 - 2 5 4 7

COMMISSIONER'S OFFICE 
JUNEAU

JUL 0 8 1391

D e a r  R e p r e s e n t a t i v e  N a v a r r e :

T h e  H o n o r a b l e  M i k e  N a v a r r e  
A l a s k a  S t a l e  L e g i s l a t u r e  
P .  O .  B o x  1 6 9  
K e n a i ,  A l a s k a  9 9 6 1 1
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T h a n k  y o u  f o r  i n q u i r i n g  a b o u t  t h e  p r o p o s e d  l e g i s l a t i o n  ( L I B  3 3 9 ^ / S B  3 0 2 ) ’w h i c h  w o u l d  
e n a b l e  t h e  S t a t e  t o  a p p l y  E x p l o r a t i o n  I n c e n t i v e  C r e d i t s  t o  s t r a t i g r a p h i c  te s t  w e l l s .  I  h a v e  
t r i e d  t o  a d d r e s s  e a c h  q u e s t i o n  y o u  h a v e  a s k e d  a s  f u l ly  a s  p o s s i b l e .  H o w e v e r ,  s h o u l d  y o u  
h a v e  a n y  o t h e r  c o n c e r n s ,  d o n ’ t h e s i t a t e  to  a s k .

1. T h e  p u r p o s e  o f  t h e  p r o p o s e d  s t r a t i g r a p h i c  te s t  w c l l ( s ) ,  p o s s i b l y  w i t h  a c c o m p a n y i n g  
s e i s m i c ,  is t o  g iv e  t h e  s la t e  s u b s u r f a c e  i n f o r m a t i o n  i m p o r t a n t  f o r  e v a l u a t i n g  t h e  h y d r o c a r b o n  
p o t e n t i a l  o f  o n e  o r  m o r e  i n t e r i o r  s e d i m e n t a r y  b a s in s .  V e r y  l i t t l e  is  k n o w n  a b o u t  t h e  
s u b s u r f a c e  g e o l o g y  o f  t h e  s t a t e ’s i n t e r i o r  b a s in s .  A s  t h e  s t a t e  m o v e s  f o r w a r d  w i t h  i t s  f i n a l  
s e l e c t i o n  o f  B L M  l a n d s  f o r  c o n v e y a n c e ,  s t r a t i g r a p h i c  t e s t s  i n  t h e s e  b a s in s  w i l l  p r o v i d e  
i m p o r t a n t  i n f o r m a t i o n  a s  t o  t h e i r  r e s o u r c e  p o t e n t i a l .  O n e  c o m p a n y  h a s  s u g g e s t e d  a  w e l l  
t h a t  w o u l d  b e  d r i l l e d  to  a p p r o x i m a t e l y  6 5 0 0  f e e t  u s i n g  a  s l i m - h o l e  c o r e  r ig .  E I C s  f o r  s u c h  
a  w e l l  w o u l d  t o t a l  a b o u t  5 4  m i l l i o n .

2 . S t r a t i g r a p h i c  t e s t s  a r c  r e g u la r l y  p e r f o r m e d  b y  i n d u s t r y ,  w i t h  a l l  t h e  D C S  b a s in s  i n  
A l a s k a  b e i n g  d r i l l e d  o n e  o r  m o r e  t im e s  b e f o r e  a c t u a l  l e a s in g .  T h e  o n l y  s t r a t i g r a p h i c  te s t  
t o  h a v e  b e e n  d r i l l e d  o n  s t a t e  l a n d  w a s  t h e  R e i n d e e r  I s l a n d  w e l l  d r i l l e d  p r i o r  t o  t h e  j o i n t  
F e d e r a l - S t a t e  L e a s e  S a l e  i n  1 9 7 9 .  I n  t h is  p a r t i c u l a r  c a s e ,  t h e  o f f s h o r e  l e a s in g  b c n e f i t t e d  
m o r e  f r o m  t h e  i n f o r m a t i o n  t h is  w e l l  g e n e r a t e d .  I n  a n y  c a s e ,  t h e  w e l l  p r o v i d e d  i m p o r t a n t  
s u b s u r f a c e  i n f o r m a t i o n  u s e d  t o  e v a lu a t e  s u r r o u n d i n g  s t a t e  a n d  f e d c r N  a c r e a g e .

3 .  C u r r e n t l y  n o  s p e c i f i c  w e l l  l o c a t i o n s  h a v e  b e e n  p r o p o s e d  b y  in d u s t r y , ,  a l t h o u g h  t h e  
D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  is  e n c o u r a g i n g  a c t i v i t y  in  t h e  i n t e r i o r  b a s in s .

4 .  T h e  a t t a c h e d  t a b l e  l i s t i n g  t h e  E I C s  p a i d  to  d a t e  l i s t s  o n l y  c x p o r a t o r y  w e l l s .  T o  d a t e ,  
E I C s  h a v e  n o t  b e e n  p a i d  f o r  g e o p h y s i c a l  w o r k .  A s  o f  t h e  m o m e n t  o n l y  o n e  c o m p a n y ,  
M A X U S ,  is  g c t t i i i  T a n y  m o n e y  f r o m  th e  s t a l e  f o r  o l d  E I C s .  M o s t  o f  its  c r e d i t s  w e r e  
a s s ig n e d .  M A X U S  g e t s  a b o u t  $ 1 9  t h o u s a n d  p e r  m o n t h  f o r  it s  o u t s t a n d i n g  E I C s  c r e d i t e d  
t o w a r d ?  r e n t s .  M A J X U S  h a s  n o  r o y a l t ie s  o r  ta x e s  t o  p a y .

A s  to  d i r e c t  b e n e f i t s  t o  t h e  s t a t e  in  t h e  f o r m  o f  n e w  o r  e n h a n c e d  p r o d u c t i o n ,  t h e r e  a r c  n o n e  
t o  d a t e .  H o w e v e r ,  a n  o i l  d i s c o v e r y  i n  t h e  C o I v i l R  D e l t a  a r e a  w a s  t h e  r e s u l t  o f  a n  E I C  w e l l  
f o l l o w e d  b y  t h r e e  a d d i t i o n a l  E I C  w e l l s  in  t h e  a r e a .  N o  d e v e l o p m e n t  p l a n s  h a v e  h e c n  
a n n o u n c e d  t o  d a t e .  I n d i r e c t  b e n e f i t s  i n c l u d e  i n c r e a s e d  b o n u s  b i d s  o n  E I C  t r a c t s  a n d
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i n f o r m a t i o n  o b t a i n e d  f r o m  d r i l l i n g  t h e s e  w e l l s .  T h e o r e t i c a l l y ,  t h e  c o m p a n i e s  a r e  a d j u s t i n g  
t h e i r  b o n u s  b i d  f o r  le a s e s  w h e r e  E I C s  a p p ly  f o r  a n  a m o u n t  t h a t  w o u l d  a p p r o x i m a t e  th e  r e a l  
v a l u e  o f  t h e  E I C .

T h e  s t a t e  is  s h a r i n g  i n  t h e  g e o l o g i c a l  r i s k  o f  a  d r y  h o l e ,  h o w e v e r ,  a n d  h a s  t o  p a y  f o r  i t .  
W i t h o u t  t h e  E I C ,  t h e  r is k s  a r e  s h a r e d  d i s p r o p o r t i o n a t e l y .  F u r t h e r m o r e ,  s i n c e  t h e  i n t e n t i o n  
o f  t h e  E I C  is  to  e n c o u r a g e  e x p l o r a t i o n  i n  a r e a s  t h a t  a r e  n o t  v e r y  p r o s p e c t i v e  ( a r e a s  w i t h  a  
h ig h  d i y  h o l e  r i s k ) ,  i t  s h o u l d  n o t  b e  t o o  s u r p r i s i n g  t h a t  m a n y  o f  t h e  E I C  w e l l s  d r i l l e d  h a v e  
n o t  l e d  to  i m m e d i a t e  d e v e l o p m e n t .  I n  t h e  a r e a s  w h e r e  E I C  w e l l s  h a v e  b e e n  d r i l l e d ,  t h e  
i n f o r m a t i o n  f r o m  t h e s e  w e l l s  h a s  b e e n  u s e d  b y  t h e  s t a t e  t o  e v a lu a t e  t h e  s u r r o u n d i n g  l a n d s .

5 . E x p l o r a t i o n  a n d  d e v e l o p m e n t  c o s t s  i n  A l a s k a  a r e  a m o n g  t h e  h ig h e s t  i n  t h e  w o r l d .  T h e  
E I C  p r o g r a m  is  i n t e n d e d  t o  m i t i g a t e  t h e s e  c o s t s  a n d  t o  p r o v i d e  a  m e c h a n i s m  w h e r e b y  t h e  
r is k s  o f  p r o s p e c t i n g  h e r e  a r e  s h a r e d  b e t w e e n  t h e  le s s e e  a n d  t h e  s t a t e .  I n d u s t r y  h a s  d r i l l e d  
1 0  w e l l s  u n d e r  t h e  p r o g r a m  t h a t  m i g h t  n o t  h a v e  b e e n  d r i l l e d  ( o r  w o u l d  n o t  h a v e  b e e n  
d r i l l e d  a t  t h e  t i m e )  w i t h o u t  E I C s .  I n f o r m a t i o n  f r o m  t h e s e  w e l l s  m a y  h a v e  d e v a l u e d  s o m e  
p r o p e r t y ,  b u t  e v e n  b a d  n e w s  h a s  v a lu e .

6 . T h e  F e d e r a l  g o v e r n m e n t  d o c s  n o t  h a v e  a n  E I C  p r o g r a m .

7 .  T h e  a b i l i t y  o f  o n e  f i r m  t o  a s s ig n  its  E I C s  t o  a n o t h e r  is  a n  e x t r e m e l y  i m p o r t a n t  a s p e c t
o f  t h e  p r o g r a m .  A n  E I C  is  d e v a l u e d  ( a n d ,  l i e n e e ,  t h e  p r i c e  i n i t i a l l y  r e c e i v e d  f o r  i t  b y  t h e  
s t a t e  i n  t h e  f o r m  o f  a  h i g h e r  b o n u s  b i d )  i f  i t  c a n  b e  s o l d  t o  o n ly  o n e  c u s t o m e r ,  i .e .,  t h e  s t a t e .  
B y  a l l o w i n g  f i r m s  t o  s e l l  t h e i r  E I C s  t h r o u g h  a s s ig n m e n t s ,  a  r e c i p i e n t  c a n  e x p e c t  t o  r e c e i v e  
f u l l  v a l u e  f o r  t h e  E I C ,  a p p r o p r i a t e l y  d i s c o u n t e d  t o  r e f l e c t  t h e  t im e  v a lu e  o f  m o n e y  a n d  a n y  
t r a n s a c t i o n  c o s t s .  B y  a l l o w i n g  f i r m s  to  a s s ig n  E I C s ,  c o m p a n i e s  t h a t  d o n ’ t c u r r e n t l y  o w n  a n y  
p r o d u c i n g  s t a t e  o i l  le a s e s  s t i l l  b e n e f i t ,  a n d  b e n e f i t  in  a  t i m e ly  w a y .  A n y  r e s t r i c t i o n s  p l a c e d  
o n  t h e  a s s i g n m e n t  o f  E I C s  w i l l  r e d u c e  t h e i r  v a lu e  b y  r e d u c i n g  t h e i r  l i q u i d i t y .  T h e  s t a t e  
w o u l d  u l t i m a t e l y  r e c e i v e  le s s  in  b o n u s  b id s  f o r  E I C  le a s e s  a n d  t h e  i n c e n t i v e  to  e x p l o r e  
w o u l d  b e  r e d u c e d .

I h o p e  t h is  h e lp s .  A s  y o u  c a n  s e c ,  b e n e f i t s  f r o m  a  p r o g r a m  s u c h  a s  t h e  E I C  a r c  d i f f i c u l t  to  
e x p r e s s  in  d o l l a r s ,  a n d  t h e  r e a l  b e n e f i t s  m a y  b e  y e t  t o  c o m e .  I f  y o u  h a v e  a n y  f u r t h e r  
q u e s t i o n s ,  w e  w i l l  b e  h a p p y  t o  m e e t  w i t h  y o u .

S i n c e r e l y ,

/ J a m e s  E a s o n  
( D i r e c t o r

A t t a c h m e n t y
c c :  H a r o l d  C .  I l e i n z c ,  C o m m i s s i o n e r ,  D N R

CTJI’Ininjc
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ADI.
3 4 3 1 0 9

344010

3 4 4 0 3 3

3 5 5 0 0 5

2 4 5 1 2 6

3 5 5 0 3 7

3 6 4 4 7 8

\vn I._______
G-2 Well

Ix ff ingw cl l  

M  W ell

Long Island Well

Tolek  Mills 

Colvil le Delta H1

Colville Della Area 
A11C 25-13-6 HI Well

3 5 5 0 3 8  Colvil le Delta H2

3 5 5 0 3 9  Colvil le Delta H3

3 4 4 1 7 6  Gyr HI

COMPANY
C E R n n C A H O N
DATE

1UTAL
AMOUNT

Exxon 1 0 /0 5 /8 3 5 6 , 1 9 7 .6 2 5 . 0 0
Standard Alaska 1 2 /2 7 /8 3 4 ,1 5 2 ,4 0 8 . 7 5
lll’AE 1 0 /0 5 /8 3 2 .0 4 5 .2 1 6 . 2 5

Arco I0 /0 2 /H 4 3 , 7 0 6 ,0 0 0 . 0 0
Union 1 0 /0 2 /8 4 3 ,7 0 6 ,0 0 0 . 0 0

E xxon 1 0 /3 1 /8 4 5 , 1 1 9 ,5 0 0 . 0 0

Exxon 1 1 /1 4 /8 4 1 , 3 7 8 ,0 7 6 .0 0
Standard Alaska 1 1 / I  4 /8 4 1 .3 7 8 .0 7 6 .0 0

Aico Alaska 0 8 / 0 2 /8 5 7 1 5 ,5 3 0 .8 1

Texaco 0 7 / 0 9 /8 6 6 3 7 ,5 0 0 .0 0
Amerada Hess 0 7 / 0 9 /8 6 8 8 3 .5 9 4 .0 0
Diamond Shamrock (A) 0 7 / 0 9 /8 6 1 0 0 ,1 2 8 .0 0
M obil 0 2 / 0 5 /3 7 432 ,51  1.00
Placid Oil (C) 0 7 / 0 9 /8 6 3 1 4 ,6 7 9 .0 0
Union Texas (11) 0 7 / 0 9 /8 6 4 7 5 , 6 3 1 .0 0
R osewood Resources 0 7 / 0 9 /8 6 1 2 ,6 6 2 .0 0
Hunt Pet Co. 0 7 / 0 9 /8 6 1 1 ,2 1 3 .0 0

A m e n d s  Hess 1 0 /1 2 /8 7 6 7 7 ,8 5 3 .0 0
Union Texas (G) 1 0 /1 2 /8 7 5 0 8 ,3 9 0 .0 0
Texaco 1 0 /1 2 /8 7 2 2 5 ,9 5 1 .0 0
Maxus ltxpl. (G) 1 0 /1 2 /8 7 1 46 ,757 .41
Placid Oil 1 0 /1 2 /8 7 129,1 15.00
R osewood Res. 1 0 /1 2 /8 7 2 1 ,3 6 0 .0 0
Hunt Pet Co. (G) 1 0 /1 2 /8 7 1 8 ,9 8 7 .0 0
Texaco (E) 0 2 / 0 1 /8 8 7 9 ,1 9 3 .5 9

Amerada Hess 1 0 /2 8 /8 7 7 5 7 . 7 3 1 . 4G
Union Texas (G) 1 0 /2 8 /8 7 2 0 5 ,1 0 6 .9 5
Texaco 1 0 /2 8 /8 7 2 7 3 ,4 7 5 .9 3
Maxus Expl. (F) 1 0 /2 8 /8 7 2 7 3 .4 7 5 .9 3
Placid Oil (II) 1 0 /2 S /8 7 4 2 3 . 9 8 2 .2 6
R osewood Res. (D) 10 /2 S /S 7 7 7 ,5 6 1 .4 9
Hut Pet Co. (G) 10/2S/K7 6 8 ,9 4 3 .5 0

Amerada Hess 10 /2 S /S 7 3 6 1 ,0 4 8 .1 3
Union Texas (G) 1 0 /2 8 /8 7 9 1 .0 1 2 .0 3
Texaco 1 0 /2 8 /8 7 3 6 1 ,0 4 8 .1 3
Maxus Expl. (G) 1 0 /2 8 /8 7 3 6 4 .0 1  S. 13
Placid O i l ( i i ) 1 0 /2 8 /8 7 I 7 8 .9 1 S .3 7
Rosewood Res. (D) IO /2S/S7 3 4 ,4 1 0 .3 1
Hist Pel Co. (G) 1 0 /2 8 /8 7 3 0 .5 9 2 .2 8

Arco Alaska. Inc. ! 1 /1 5 /9 0 7 1 9 ,5 6 0 .5 6
C o n o co 1 1 /1 5 /9 0 7 6 1 , 4S 1.20
Amerada Mess 1 1 /1 5 /9 0 7 6 1 ,4 8 1 .2 0

GRAND TOTAL 53S  S 2S .84  1.67

(A) Assigned 5432,511 o f  EIC to <̂ obil Oil Corp. clfcctivc 02/05/S7
(11) Assigned entire EIC to 111’ Alaska effective 02/03/87
( Q  Assigned cnli tc EIC to Texaco Inc. effective 03/3 I/S7
(D) Assigned entire EIC to T exaco  Producing Inc. effective 01/01/SS
'T) Assigned 579,193.59 of EIC to Texaco Producing Lnc. effective 02/01/83
CT Assigned entire EIC to T exaco  Producing Inc. effective 02/01/SS
(G) Assigned entire EIC to Texaco Producing Inc. effective 05 /17/SS
(if) Assigned entire EIC to Standard Alaska effective 05/17/88

Source: Alaska Department of  Natural Resources, Division of Oil and Gas
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WALTER J . HICKEL
GOVERNOR
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O F F I C E  O F  T H E  G O V E R N O R

J u n e a u

May 17, 1991

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

Dear President Eliason:

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.]80(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 land 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 oil and gas companies 
operating in the state have already been asked to consider 
drilling sbratigraphic test wells on unleased land; none are 
motivated in the absence of credits.

The bill requires the driller to provide the stare 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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The Honorable Richard Eliason - 2 -

AS 38.05.180(i) 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,



W h e r e  O u r  M o n e y  C o m e s  F r o m

N o n - P e t r o i e u m  
( 1 4 % )

P e t r o l e u m
( 8 6 % )

M a j o r  S o u r c e s  o f  I n c o m e  ( I n  1 9 9 1 ) :

B O N U S :  $ 3 8 . 3  M i l l i o n

R E N T S :  $ 2 1 . 3  M i l l i o n

R O Y A L T I E S :  $ 1 . 2 6  B i l l i o n

T A X E S :  $ 1 . 2 8  B i l l i o n



S a le  4 3 / 4 3 A  B e a u f o r t  S e a / C o lv i l le  R i v e r  D c l l a / P r u d h o c  B a y  U p la n d s  M a y  2 2 , 1 9 8 4

T r a c t s  E I C
t  1 d r i l le d  to  3 0 %  o f  w e l l  c o s ts ,  1st w e l l/ t r a c t ,  1 0  y r  l im i t

4 3 A - 7 9 - 8 4  * 3 7 5 / f t  t lr i l le d u *  3 0 %  o f  w e l l  c o s t s ,  1s t  w e ll/ t ra c t ,  l O y r l u n i

J u n e  4 ,  1 9 9 1
S a le  6 5  B e a u f o r t  S e a

A11 m i c ls  '  s i , o o o / a d r i l l e d  u p  10 15%  o f  w e l l  c o s ts ,  1st w e l l/ t r a c t ,  5 y r  l im i t

J a n u a r y  2 9 ,  1 9 9 1
S a le  6 7 A  C o o k  In le t  E x e m p t

A U  t ta c ls  $ 2 0 0 / f t  d r i l l e d  to  2 0 %  o f  w e l l  c o s ts ,  1 w e l l  / tra c t , 3  y r  l im i t

J a n u a r y  2 9 ,  199 1
S a l e 7 0 A  K u p a r u k  U p la n d s  E x e m p t

$ 3 0 0 / r t  d r i l le d  to  2 0 %  o f  w e l l  c o s ts ,  1 w e ll / tra ct, 5  y r  l im i t  
A l l  tra cts  /

E IC  SALES
.z.

S e p t e m b e r  2 4 ,  1 9 9 1
S a le  7 4  C o o k  In le t

$ 2 0 0 / f t  d r i l le d  to  2 0 %  o f  w e l l  c o s ts ,  1 w e l l  / tra ct, 3  y r  l im i t



EXPLORATION INCENTIVE CREDITS 
Report Month: February 1992

ADI. WFII. COMPANY
CERTIFICATION
DATE

TOTAL
AMOUNT

343109 G-2 Well Exxon 10/05/83 S6.197.625.00
Standard Alaska 12/27/83 4,152,408.75
Bl’AE 10/05/83 2 ,045,216.25

344010 LeffingweU Arco 10/02/84 3,706 ,000 .00
Union 10/02/84 3,706 ,000 .00

344033 J-l Well Exxon 10/31/84 5,119 ,500 .00

355005 Long Island Well Exxon 11/14/84 1,378,076.00
Standard Alaska 11/14/84 1,378.076.00

245126 Totck Mills Arco Alaska 08/02/85 715,530.81

355037 Colville Della H\ Texaco 07 /09 /86 637,500.00
Amerada Hess 07/09/86 888.594.00
Diamond Shamrock (A) 07/09 /86 100,128.00
Mobil 02/05/87 432,511.00
Placid Oil (Q 07/09 /86 314,679.00
Union Texas (B) 07 /09 /86 475,631.00
Rosewood Resources 07 /09 /86 12,662.00
Hum Pet Co. 07 /09 /86 11,213.00

364478 Colville Delta Area Amerada Hess 10/12/87 677,853.00
A1IC 25-13-6 #1 Well Union Texas (G) 10/12/87 508.390.00

Texaco 10/12/87 225,951.00
Maxus Expl. (G) 10/12/87 146,757.41
1 lacid Oil 10/12/87 129,115.00
B ascwood Res. 10/12/87 21,360.00
11 nt Pet Co. (p) 10/12/87 18,987.00
Tc ;aco (13 02/01/88 79,193.59

355038 Colville Delta 82 Amends Hess 10/28/87 757,731.46
Union Texas (G) 10/28/87 205,106.95
Texaco 10/28/87 273,475.93
Maxus Expl. (E) 10/28/87 273.475.93
Placid Oil (11) 10/28/87 423.982.26
Rosewood Res. (D) 10/28/87 77,561.49
Hut Pet Co. (G) 10/28/87 68,943.50

355039 Colville Della 83 Amerada Hess 10/28/87 364,048.13
Union Texas (G) 10/28/87 91,012.03
Texaco 10/28/87 364,043.13
Maxus Expl. (G) 10/28/87 364,048.13
Placid Oil a  I) 10/28/87 178,918.37
Rosewood Res. (D) 10/28/87 34,416.31
Hut Pet Co. (G) 10/28/87 30.592.28

344176 Gyrtfl Arco Alaska, Inc. 11/ /90 719.560.56
Conoco 11/ 190 761,481.20
Amerada Hess 11/ /90 761,481.20
Arco Alaska, Lie. 01/92 16,151.00
Conoco 01/92 9,479.94
Amerada Hess 01/92 9,479.93

GRAND TOTAL . S38.863.952.54

(A) Assigned 5432,511 . I EIC to Mobil Oil Co-p. effective 02/05/87
(B) Assigned entire EIC to BP Alaska effective 02/03/87 
(Q  Assigned entire EIC to Texaco Inc. effective 03/31/87
(D) Assigned entire EIC to Texaco Producing In :, effective 01/01/88
(E) Assigned 579,193.59 of EIC to Texaco Ptoducing Lie. effective 02/01/88
(E) Assigned entire EIC to Texaco Producing Inc. effective 02/01/88
(G) Assigned entire EIC to Texaco Producing Inc. effective 05/17/88
(II) Assigned entire EIC to Standard Alaska effective 05/17/88

Source: Alaska Department of Natural Resources, Division of Oil and Gas






