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Original Intent of ELF

 Protect marginal fields
 Tax should not cause a field to shut-in

 Tax base is gross value at wellhead
 Downstream costs deducted
 Upstream costs covered by ELF proxy

 Shield the volume of oil required to cover direct operating costs from 
taxation

 With the introduction of field size factor in 1989
 Large fields pay higher tax
 Small (marginal) fields pay little or no tax
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Fields With Positive ELF
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Unified Operations: “Best Well” Produces

Gas Constrained
Production Facility

Large Mature Field  - High GOR

Tax Treatment:
Most Production above Economic Limit

Small Field  - Low GOR

Tax Treatment:
Most or All Production
below Economic Limit

To Pipeline

Total Production Increases
Average ELF decreases
Less Tax
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Solution: Administrative ELF Change

 Department has discretion under AS 43.55.013 (j) to 
aggregate certain “leases or properties (or portions of 
them)…”

 Aggregation in Prudhoe Bay Unit
 Prudhoe IPA, Midnight Sun, Aurora, Borealis, Pt McIntyre, Orion and Polaris

 Prudhoe fields being operated as a single entity
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Most Experts Rate Alaska as Competitive
(100% is most competitive, 0% is least competitive)
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Alaska’s Fiscal System Ranking Dependent on 
Underlying Price Assumption
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ANS West Coast Price, July 1977 – November 2004
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