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Bradners’

Alaska’s economy has steadied but the recovery is 
weak. Job growth of less than half a percent per month 
in 2019 should be expected to continue. One leading 
industry in 2019 employment – construction –  showed 
signs of flattening at year end, with large military 
projects on Interior Alaska bases nearing comple-
tion. Construction jobs increased at 10 percent to 13 
percent monthly early in 2019 but by November the 
gain had dropped to 1.3 percent, with 15,700 working 
in construction in November. We expect no change 
in this trend in the absence, for now at least, of large 
new projects and a state capital budget of significance. 
Oil and gas jobs increased steadily through the year 
with monthly increases in the 2.5 percent to 5 percent 
range. Petroleum overall, with 9,700 employed in 
November, has a long way to go to get back to its peak 
of about 14,000 in 2015. Health care has continued 

Once predicted to play out, Fort Knox mine still going strong
The Fort Knox gold mine near Fairbanks, a ma-

jor employer, was once predicted to close in 2008. 
Thanks to exploration and technological innovation 
the mine life has been extended first to 2011, then 
2015, and to 2018. Along the way employment at 
the mine steadily increased, from 220 when the mine 
opened to 650 today, all residents in nearby Fair-
banks. Now, thanks to access to adjacent land and 
ore the latest estimate is for the mine to operate to 
2027 with its heap leach, a chemical process facil-

ity, operating until 2030 or 2031. This will effectively 
extend jobs at the mine and property tax payments to 
the Fairbanks North Star Borough – now $8.2 million 
a year – through the new decade. The Fort Knox story 
is typical of larger mines that are big enough to ride out 
metals price swings. Other Alaska mines like Green 
Creek near Juneau and Red Dog north of Kotzebue 
have seen similar extensions of operations. The Fort 
Knox estimates were presented to the Resource Devel-
opment Council by the owner, Kinross Gold. 

to grow but monthly increases in 2019 were modest, in 
the 0.5 percent range, a slowdown from previous growth 
rates. This is a partly a result of talk in Juneau of cuts to 
Medicaid and other state health spending, we believe. 
Two bright spots: Tourism and mining. Cruise visitors 
were sharply up last year with passenger growth of 14 
percent and a 6 percent gain expected this year. Signifi-
cantly, major cruise companies are investing in onshore 
Alaska support facilities, rather than ships, a sign of 
confidence. Alaska’s producing mines are doing well, too. 
We expect stability and some growth in this sector.
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Energy:
Fairbanks LNG storage operating
Fairbanks’ Interior Gas Utility, or IGU now has its $57 

million 5.25-million-gallon storage facility for liquefied 
natural gas in operation after two years in construction. 
Having the storage capacity will allow IGU to begin gas 
service to customers along new gas distribution lines that 
have been built. The tank allows IGU to guarantee cus-
tomers that the fuel will be available, which is necessary 
before service begins. IGU makes the LNG with Cook 
Inlet gas in a liquefaction plant in the Matanuska-Susitna 
Borough. LNG is then trucked to Fairbanks. A second 
LNG storage facility in North Pole, east of Fairbanks, is 
now under construction. When completed next year IGU 
will serve customers in the North Pole area.

***
Fire-damaged Kenai power line
A Kenai Peninsula power transmission line 

damaged by the Swan Lake wildlife last summer 
was back in service Dec. 19 after repairs were 
completed. Southcentral and Interior Alaska 
utilities suffered costs estimated at $10 million 
due to having to generate power with natural gas 
in lieu of low-cost hydro power from the Bradley 
Lake hydro project on Kachemak Bay that would 
ordinarily have been carried north to Chugach 
Electric, Matanuska Electric, and Golden Valley 
Electric Cooperative in Fairbanks. Fire-caused 
damage to the power line was less than had been 
anticipated, however. Service was cut Aug. 18 
due to the fires.

***
Railbelt utilities sign new deal
Six “railbelt” electric utilities have now signed on to 

create the long-planned Railbelt Reliability Council, 
which will “define and enforce electric reliability stan-
dards, coordinate joint planning through an integrated 
resource planning process and ensure consistent inter-
connection protocols for utilities, independent power 
producers and others who would like to use the grid,” the 
group said in a statement. The utilities have been taking 
steps incrementally over several years to improve coordi-

nation for managing power along the Southcentral-to-In-
terior power grid. The utilities agreed to system-wide 
reliability standards in 2018 and in 2019 agreed to 
cybersecurity standards. The next step for the RRC is the 
development of a business plan, which is to be in place 
by December 2020. Utilities in the RRC include Anchor-
age Municipal Light and Power and Chugach Electric 
Association serving Anchorage; Golden Valley Electric 
Association (GVEA) in Fairbanks serving the Interior; 
Homer Electric Association (HEA) serving the majority 
of the Kenai Peninsula; Matanuska Electric Association 
(MEA) serving the Mat-Su Valley and Eagle River; and 
Seward Electric, a municipally-owned utility serving the 
Seward area.

***
Cordova’s new backup battery
Cordova Electric Cooperative’ new 850-volt backup 

battery went operational in late November after being 
installed in June. The $2 million unit is expected to save 
local ratepayers $350,000 per year by using stored pow-
er in the battery to support spikes in power demand. This 
is allowing the co-op to reduce the operating rate and 
fuel usage on standby diesel generators, which are kept 
in a low-operation mode to serve as a backup. Cordova 
mainly relies on hydro.

***
Nushagak seeks hydro expansion 
Nushagak Electric and Telephone Cooperative in Beth-

el plans to ask the Legislature to allow a 30 percent in-
crease in capacity for its planned $140 million Nuyakuk 
Falls hydro project in Wood-Tikchik State Park. The co-
op would like to increase the project capacity to 58,200 
megawatt hours per year to help fish processors in the 
region lower energy costs. Legislation is needed because 
the project is within the 1.6-million-acre state park by 
three miles. The Federal Energy Regulatory Commission 
has issued a preliminary permit, which allows envi-
ronmental studies to be done. The project would divert 
water in Nuyakuk River to a 750-foot tunnel and two 
turbines. 

***

Kenai power line operating (Cont.)
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Anchorage’s fiasco with its new payroll software program should be a heads-up for state officials 
working on advanced new information systems. The new SAP system was to have cost $10 million and 
be implemented over 18 months. But instead various technical problems have delayed it for several 
years, running up a cost of $81 million so far. The latest twist is a $16 million settlement with city 
employees over payroll errors. Because of those the municipality faced a potential $2.7 billion liability, 
which the settlement will ease. Public employees will take most of the settlement in the form of added 
leave rather than cash, but about $17,000 in cash payments will be made. Former Mayor Dan Sullivan 
agreed originally to purchase the software for $1.5 million from SAP Public Services and contracted 
with Black & Veatch for $8.1 million to install it. The contractor was unable to resolve problems so the 
municipality opted to work directly with SAP, but problems continued. City officials say the system is 
working now. The possibility of recovering some of the costs through legal action are mixed, however, 
and municipal attorneys say they recommend against adding costs through litigation with the outcome 
uncertain.

Not the first time – remember Xerox Medicaid system?
This isn’t the time this has happeed. In 2016 the state settled a claim with Xerox over the troubled 

rollout of a $100 million-plus Medicaid information system purchased by the Department of Health 
and Social Services in 2014. The system was to manage payments to health care providers but a break-
down left providers including small community hospitals unpaid for extended periods. The Xerox and 
SAP Public Services contracts should cause state Commissioner of Administration Kelly Tshibaka to 
move carefully in an aggressive initiative she has mounted to develop advanced information systems 
and data analytics through several state agencies including Medicaid.

Anchorage opens dialogue with Eklutna tribe; casino issue heats up
Anchorage’s assembly unanimously passed a resolution supporting a “dialogue” on a formal govern-

ment-to-government relationship between the municipality and the Native Village of Eklutna, the only 
tribal entity existing in Anchorage. City officials said it will take about a year to work out the details 
of a formal recognition of Eklutna. Local operators of charitable gaming operations, such as bingo, 
strongly opposed the resolution, arguing that it is a step toward Eklutna operating a tribal gaming 
casino in the city. Eklutna tribal officials denied that, saying there in no connection between an initita-
tive for a casino and Anchorage’s formal recognition. Separately, the tribe has litigation underway with 
the U.S. Department of the Interior over Interior’s denial of its right to operate a small casino offering 
bingo and other gaming.  

Anchorage Mayor Ethan Berkowitz and Alaska Cong. Don Young have voiced support for Eklutna’s 
initiative but the state of Alaska opposes it, warning that the precedent could pave the way for tribal 
casinos across the state. The state filed to intervene in Eklutna’s lawsuit on the side of the government.
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Responding to cuts in state funds, small communities raise taxes 
Responding to cuts in state funds and upward pressures on costs, small communities are raising taxes. Ketchikan 

is raising its property tax mill levy from 6.6 mills to 7.1 mills to raise an additional $438,000 next year. Among 
other things the money would be used to pay a 2 percent cost-of-living adjustment for city workers. The city will 
also raise its sales tax exemption from $1,000 to $2,000. Previously, the tax applied only to the first $1,000 of 
cost; the revision would have sales tax applied to the first $2,000. The city-owned Ketchikan Public Utilities will 
also increase local power rates by 3.5 percent effective Jan. 1. The Bristol Bay Borough enacted an additional 2.5 
percent levy on fish products on top of an existing 3 percent borough and 3 percent state fisheries tax.

Governor’s second year of cuts in school debt reimbursement puts more pressure on municipalities
Gov. Mike Dunleavy’s proposal for a second year of state school debt reimbursement at 50 percent of what 

would ordinarily be paid could result in a $2 million budget gap for the Kodiak Island Borough. Municipal leaders 
warned of possible local tax increases. The plan is in the governor’s FY 2021 budget.

Public comment period on Tongass road rule ends; Southeast communities weigh in
The public comment period has closed on the U.S. Forest Service’s proposed change in the “roadless” rule 

for the Tongass National Forest in Southeast Alaska. Most Southeast communities have weighed in against 
the change. Skagway and Haines recently joined the list. The forest service had originally not intended to hold 
community sessions in Skagway and Haines, which are at the head of Lynn Canal in Southeast. In late November 
the USFS relented and added Skagway and Haines to the 17 communities selected for meetings. Sixty percent of 
Skagway residents attending a Nov. 26 hearing voiced support for the existing rule as did the local municipality, 
according to the Skagway News. 

ASRC exits Alaska Federation of Natives – not the first time
Arctic Slope Regional Corp.’s board voted unanimously to leave the Alaska Federation of Natives, which rep-

resents about 400 Native organizations and tribes. ASRC, which has exited AFN before and then returned, said it 
wanted to focus on regional concerns. The real cause, however, may be a resolution adopted by AFN at its recent 
convention declaring an emergency over climate change effects in Alaska. ASRC is heavily invested in the oil and 
gas industry, a contributor to climate change through emissions released to the atmosphere.

Southeast groups seek new ANCSA village corporations, lands
Alaska Natives Without Land, a Southeast group, has organized an effort toward federal legislation and an 

amendment to the Alaska Native Claims Settlement Act of 1971 to recognize five new Native urban village corpo-
rations, in Haines, Ketchikan, Petersburg, Tenakee Springs and Wrangell. If the act is amended the five would gain 
about 36 square miles of land selection rights in the region, most likely in the Tongass National Forest. Sealaska 
Corp., the Southeast regional corporation based in Juneau, is aiding the effort.

Governor again cuts funds for state dairy inspections
The governor has again proposed to eliminate $180,000 in state funding for state dairy inspections, which are 

required for the two remaining dairies to sell products. The administration proposed a similar cut last year but 
backed off when legislators objected. One plan looked at last year that would have the dairies contribute to cover 
at least part of the cost was not implemented. 
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Unless the cut is reversed again by the Legislature the small Havemeister dairy in Palmer, the sole remaining 
provider of local milk, will be forced to close. Also affected is Kodiak Heritage Farms, a small producer of goat 
cheeses and ice cream. Kodiak Heritage has expanded sales of goat ice cream, which finds a ready local market.

Transportation:
Cyber attack worse than expected, RavnAir says
RavnAir said a Dec. 20 cyber attack on its information technology network caused more damage than first 

thought and that it may take up to a month to get systems back to normal. The problem is causing flight can-
callation for small air carriers in the Ravn network including RavnAir Alaska, RavnAir Connect and PenAir. The 
carriers serve small Alaska communities.

Arctic marine shipping council bill out of Senate committee
Proposed federal legislation creating an Arctic marine shipping coordination council has cleared the Senate 

Commerce Committee. The bill is sponsored by Alaska’s two senators, Lisa Murkowski and Dan Sullivan, and 
now Commerce committee chairs Sen. Roger Wicker, R-Miss., and Maria Cantwell, D-Wash., the ranking minori-
ty member, have signed on as cosponsors. There would be 15 members of the body including representatives of 
federal agencies; coastal communities; tribes; and the states of Alaska and Washington.

Alaska Airlines’ freighters back in service to rural hubs
Alaska Airlines’ three grounded 737 freighters are back in the air after required modifications were made to 

cockpit doors. Rural “hub” communities of Nome, Kotzebue, Bethel and Utkiagvik (formerly Barrow) were 
served with freight carried on passenger flights. Nome’s AC Co. store reported no disruptions in freight service.

New tariffs at Anchorage’s Port of Alaska kicked in including higher fees on petroleum and cement to help pay 
for a $200 million modernization of the petroleum and cement terminal at the port.
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Petroleum:
Hilcorp’s hiring for North Slope
Hilcorp Energy has so far offered jobs to 806 of 

BP’s 1,567 Alaska employees with 749 of the offers 
have been accepted. Also, 349 BP employees have 
volunteered for severance packages; 153 were of-
fered jobs with BP elsewhere, and 29 have resigned 
for various reasons. This leaves 294 BP workers 
looking for work, including several who declined 
Hilcorp offers. BP said this number is still fluid be-
cause the company is still working to place people.

***
Hendrix buys Furie’s Inlet assets
John Hendrix, a former Apache Corp. executive 

and advisor to former Gov. Bill Walker, has or-
ganized Hex LLC and purchased Cook Inlet gas 
producing assets held by Furie Operating, which 
filed bankruptcy, for $15 million. Furie owed $440 
million to creditors but is due eventually to be paid 
some amount of refundable tax credits by the state. 
This will go to creditors. Furie operated a small 
producing platform in the Inlet, a pipeline and an 
onshore gas processing facility. It supplied gas to 
Homer Electric Assoc. and Enstar Natural Gas Co. 
A contract to supply Chugach Natural Gas begins in 
2023. Hex would continue to service the contracts.

***
Pikka resources revised upward
Consulting firm Ryder Scott issued a revised 

resource estimate for the new Pikka project on the 
North Slope, estimating that 500 million to 728 
million barrels can be produced. This is a 46 percent 
increase from previous estimates of recoverable 
resources. The new estimate was based on recent 
favorable drilling results. Pikka’s operator, New 
Guniea-based Oil Search Alaska, has previously said 
it expects Pikka to eventually have one billion bar-
rels of recoverable resources. Repsol is a 49 percent 
partner with Oil Search in Pikka. Advanced planning 
and engineering is now underway at Pikka with the 
Final Investment Decision expected in late 2020.

***

Increased slope investment seen
North Slope producers have told the state of 

Alaska that they expect a substantial increase in 
capital investment next year. The estimates of future 
expenditures are required by state law although 
the companies cannot guarantee the spending will 
actually occur. Capital investment of $3.38 billion 
is projected for state Fiscal Year 2021, which begins 
next July. This is up from $2.62 billion estimated for 
the current FY 2020, which ends June 30. The figure 
for the previous year, FY 2019, ending last June 30, 
is $2.16 billion.

Increasing investment is expected because of new 
projects under development but the FY 2021 esti-
mate would not include major spending on two large 
projects planned, Pikka and Willow. The investment 
decision in Pikka will come in late 2020, which 
means some spend will be in the $3.38 billion esti-
mate but most will come in the next year. Willow’s 
investment decision will come even later.

***
Transport costs rising for slope
Higher estimates of transportation costs for North 

Slope oil are also included in cost estimates submit-
ted by companies to the state. The cost was $8.02 
per barrel last year, in FY 2019, and will average 
$9.06 per barrel for FY 2020, the current year. Next 
year, in FY 2021, the costs are projected to average 
$9.78 per barrel. The figure includes Trans Alas-
ka pipeline costs of shipping oil through smaller 
inter-field pipeline on the slope, and marine (tanker) 
transport costs. The bulk of the cost increase is in the 
Trans Alaska Pipeline System tariff, or fee, for mov-
ing oil from Prudhoe Bay to Valdez. The TAPS tariff 
is projected to rise from $4.49 per barrel last year to 
$5.83 per barrel next year and $6.34 per barrel year 
for the following year, FY 2022. Assuming a $9.78 
per barrel total cost in FY 2021 and a $60 per barrel 
market price, the value of oil on the slope would 
be $50.22 per barrel. Companies would use that to 
judge new projects.

***
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The upcoming BEC Meeting on January 8  will fea-
ture discussion of the Training and Vocational Education 
Program (TVEP) that helps fund training entities in the 
preparation of the workforce across Alaska. The funding is 
through the legislature and managed by the DOLWD’s Di-
vision of Employment and Training. Ten institutions across 
the six economic regions receive grants to align training 
with regional workforce development.

The program faces re-authorization this year, so a concert-
ed advocacy is needed from both the training institutions 
and from business / industry.

Minerals:
Alaska moves up in Fraser ranking

Fisheries:
Sablefish value down in 2019
There were fewer harvesters in the 2019 halibut and 

sablefish fisheries according to fee collection data 
from NOAA. There were 1,800 harvester fee invoices 
processed by the agency, down from a typical average 
of 2,000. The fees are intended to cover the federal 
agency’s cost of fisheries management, which is about 
$4.5 million. The combined value of the halibut was 
$150 million, down from $161 million in 2018, mainly 
due to weak sablefish prices. Those were an average 
of $2.96 per pound in 2019 compared with $3.68 per 
pound in 2018. Halibut prices were generally stable av-
eraging $5.30 per pound in 2019 compared with $5.35 
per pound in 2018.

***
Dunleavy trims fish management    

Gov. Mike Dunleavy trimmed the state fisheries man-
agement budget by $820,000 in his recommended Fiscal 
2021 state budget. The budget would cut the state’s red 
king crab stock assessment in Southeast Alaska; close 
the Dept. of Fish and Game office in Wrangell (which 
can be served from the nearby Petersburg office, the 
agency said) and cut state participation in the Bering 
Sea juvenile salmon survey. ADF&G said it is working 
to find other funds for the Bering Sea study.

***
Togiak herring fishing to be down 
Togiak will have a healthy 80-million-pound herring 

biomass next spring but fewer harvesters are expected 
to participate because of weak demand for herring roe 
in Japan, the sole customer. Cultural and consumer taste 
changes in Japan, and the decline of traditional holiday 
gift-giving of roe, have resulted in sharp drops in roe 
prices. Harvesters are considering other markets such as 
use of roe as bait or as a human food product but there 
are costs associated with that. Also, Togiak herring have 
less oil content than is normally desired for bait fish.

***
More on fishing: Bering Sea cod fishing started Jan. 

1 with a 305.5 million pound quota. Snow crab fishing 
begins Jan. 15. Gulf of Alaska cod is down but a Tanner 
crab fishing starting Jan. 15 will help Kodiak.

***

Alaska moved has up several notches in the Fraser In-
stitute’s last annual minerals industry survey. The state is 
the No. 2 best place for mining investment in the U.S. in 
the latest Fraser report.  Worldwide, Alaska is 5th best.  In 
Fraser’s previous report state was No. 10 in the worldwide 
measure, which is still notable amid 91 jurisdictions in the 
survey. Every year, the Fraser Institute solicits data over 
several months from 2,600 individuals and companies in-
volved in various facets of the mining industry. 

It’s always been known that Alaska has one of the world’s 
best endowments of mineral resources, but a lot of the 
recent gain in Fraser’s ranking has to do with an improved 
regulatory environment. For the 2018 report, 291 responses 
were received with data on 91 jurisdictions. “Sixty percent 
of respondents in the survey with Alaska data indicated an 
ability to obtain necessary permitting in two months or less. 
That increased to 93 percent who were able to obtain them 
in 6 months or less,” Goodrum said.

***

Workforce:
UA graduates’ debt-load is low
A Georgetown University study of student loan debt car-

ried by graduates of U.S. four-year colleges ranked the Uni-
versity of Alaska system favorably. Debt for graduates at 
University of Alaska Anchorage averaged $9,595; at $9,500 
at University of Alaska Fairbanks and $9,152 at University 
of Alaska Southeast. In the peer group of U.S. Northwest 
universities, Washington State University graduates were at 
$14,711; Central Washington University at $14,669; Mon-
tana State at $13,000; Boise State at $14,655; and Northern 
Arizona at $12,500.

***

TVEP reauthorization: The state Training and Vocation-
al Education Program (TVEP) that helps fund workforce 
training at 10 institutitions across the state is up for reautho-
rization by the Legislature this year. The money comes from 
a training set-aside from unemployment insurance payments 
made by wage and salary workers in the state. It’s relative-
ly non-controversial but anything in the Legislature faces 
uncertainties.

***
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Health care:
Governor leaves Medicaid funding intact but gets 5 percent payment reduction to health providers
In his proposed Fiscal Year 2021 budget Gov. Mike Dunleavy left state appropriations for Medicaid essentially 

at current-year levels, a big surprise for many in the health care industry who expected the governor to again seek 
a big cut in state funds. Dunleavy was largely unsuccessful last year due to legislative opposition and the inability 
of the Department of Health and Social Services to realize hoped-for efficiency savings. However, the governor 
was successful in achieving a 5 percent reduction in Medicaid payment for most types of health care providers 
achieved through a regulatory process. Physician payments were previously cut through a separate regulatory 
action. The reduction this year was stymied by litigation for the first quarter of FY 2020, the current budget year, 
but has been in effect since Sept. 1. Primary care providers and critical care hospitals (typically community hospi-
tals) are exempt from the reduction. 

Among the providers, cuts for nursing homes are a concern because these typically operate on thin margins 
with a high percentage of Medicaid in their patient mix, and many are operated by hospitals, so the economics of 
both are intertwined.

Without comment, governor quietly restores adult dental Medicaid coverage 
Without comment, the governor quietly restored adult dental Medicaid coverage, which the governor cut last 

year as one of several high-profile budget actions aimed at easing the state deficit. The policy reversal evidently 
came when the state Department of Health and Social services discovered that federal requirements limit the 
state’s ability to eliminate the coverage. In the three months that the program was suspended hospital emergency 
rooms reported a rise in adult dental emergencies, many resulting in tooth extractions from conditions that could 
have been prevented with routine care. In his proposed FY 2021 budget the governor has included $27 million for 
adult dental coverage including $8.2 million in state general funds and the remainder in federal funds. Overall, 
the governor cut $160 million in state funds from the FY 2020 state Medicaid budget but projections show only 
$40 million in actual savings, Anchorage Daily News reporter James Brooks wrote.

Regulatory:
New state air quality plan for Fairbanks in effect Jan. 9 
A new state air quality plan for the Fairbanks North Star Borough goes into effect Jan. 9 after the Department of 

Environmental Conservation filed a revised plan with the U.S. Environmental Protection Agency. The plan puts 
new restrictions on use of wood-burning stoves for residential heating and imposes new rules on businesses that 
generate emissions that contribute to unhealthy air conditions during winter temperature inversions. The state has 
been working with the borough and EPA for years on the problem in hopes of forestalling EPA sanctions.

Prudhoe operators file to end seawater injection
North Slope oil operators are asking for state approval to end injection of seawater into the Prudhoe Bay res-

ervoir to flush remaining oil from parts of the field, in  a “waterflood” procedure. The companies say they can 
achieve the same results using water produced with oil in the field. 


