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Alaska North Slope oil prices are climbing, and were estimated at $24.87 per barrel May 
8, up $2.49 per barrel, according to Alaska Dept. of Revenue reports. Other crude oil rose 
also including the U.S. benchmark West Texas International, which was priced the same 
day at $24.74 per barrel. Oil prices are edging up overall as U.S. consumers begin driv-
ing again. The convergence of West Texas International and Alaska North Slope prices is 
considered a positive sign. Alaska has been well below WTI for a period, an indication of 
the glut of crude oil on the U.S. west coast. The narrowing of the difference, and the overall 
increase, indicates a slowly improving market. 

Prices for Alaska crude will have to get back to the $50-to-$60 per barrel to see any 
uptick in North Slope activity, which is sharply down given low prices and the COVID-19 
virus threat to operations.

Alyeska Pipeline Service Co. cuts oil “throughput” again
Alyeska Pipeline Service Co. has curtailed throughput through the Trans Alaska Pipeline 

System an additional 25,000 b/d to bring the total reduction since April 24 to 75,000 b/d, or 
15 percent, a company official told a state legislative panel Friday afternoon. TAPS has pre-
viously been moving about 490,000 b/d. The reduction, known as “pro-rationing,” is being 
shared equally among four connection points to producing fields on the North Slope, Betsy 
Haines, Alyeska’s Senior Vice President for Operations and Maintenance, told the House 

$1.2 billion small business PPP loans made to date in Alaska; $164 million in unemployment paid
$1.2 billion in Small Business Administration Payroll Protection Program loans have been made to date 

through Alaska banks and credit unions, to about 9,000 borrowers, John Bittner, director of the universi-
ty’s Small Business Development Center, told the House Labor and Commerce committee Friday.  About 
54,000 Alaskans have signed up for unemployment with $164 million in benefits paid out.

Good news: Oil prices climb
But on downside: Alyeska cuts TAPS volume again

Inside: Alaska businesses don’t want “Alaskan” PPP loans 
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Resources Committee in a briefing Friday. Haines also told legislators that Alyeska has done recent 
analyses that show it could, with additional investments in technology, operate TAPS down to a 
200,000 b/d throughput level. In its current configuration throughput can be reduced to 300,000 
b/d without operational issues, particularly in summer when warm temperatures reduce the threat 
of freezeups. However, the 200,000 barrels/day throughput, while technically feasible, does not 
consider the economics, Haines said. With TAPS’ fixed costs spread over fewer barrels shipped, the 
cost per barrel rises, lowering the value of oil on the North Slope. The 15 percent throughput re-
duction was done to manage a buildup of crude oil in storage tanks at the Valdez Marine Terminal.

How will lower oil prices and production affect state revenues and budget deficits ? 
The only official forecasts by the state Dept. of Revenue are the Fall 2019 forecast published in 

December and the spring 2020 forecast update published in April. Both are now out of date. How-
ever, the department and the Legislature’s Division of Finance follow recent events and change 
their models for more up-to-date informal forecasts. We rely here on recent work by the Legislative 
Finance Division.

If oil production averages 416,000 barrels per day in FY 2021 (year beginning in July)
• At a $37/barrel average North Slope oil price for the year, total Undesignated General Fund 

(UGF) revenues (on and non-oil) would total $1.048 billion
• At a $30/barrel average North Slope oil price, UGF revenues would total $900.5 million

If oil production averages 486,500 barrels per day in FY 2021 (Dept. of Revenue projection)
• At a $37/barrel average North Slope oil price for the year, total Undesignated General Fund 

(UGF) revenues (on and non-oil) would total $1.152 billion
• At a $30/barrel average North Slope oil price, UGF revenues would total $979 million
Both production and price are big unknowns. Both depend on the pace of U.S. and world eco-

nomic recovery.

We assume the upper price ($37/barrel) estimate for both production scenarios and the $5.152 
billion FY 2021 budget enacted by the Legislature, and the $3.1 billion contribution to the bud-
get under the percent of-market-value draw on Alaska Permanent Fund earnings. Under the lower 
production scenario (416,000 barrels/day) the projected deficit for FY 2021 would be about $1.1 
billion. Under the higher production scenario (486,500 barrels/day) the projected deficit would be 

TAPS could technically operate at 200,000 b/d
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 Effect of low oil prices: Depletion of state cash reserves

This week in the Legislature:
• Monday, Feb. 3: House Resources continues 
work on HB 27, regulating flame retardant chemi-
cals.
 

– Continued from previous page
approximately $962 million. In both cases the state’s main cash reserve, the Constitutional Bud-
get Reserve, is mainly depleted during FY 2021. Note that the state also uses the CBR as its cash 
account for meeting ongoing expenses like payroll, utilities and minor maintenance, and that a 
minimum balance of $500 million must be kept in the CBR to account for this. This calculation 
assumes no Permanent Fund Dividend, or PFD, for FY 2021.

What unexpected or other expenses might occur during FY 2021? FY 2020 required a supple-
mental budget of $399.2 million, part of which is the state’s costs to fight wildfires in 2019. The 
$5.152 FY 2021 budget cited assumes no supplemental, which is unrealistic given th possibility 
of annother major wildfire year in 2020. 

What are the implications of tapping the Permanent Fund’s earnings reserve?
The Fund’s earnings reserve is an account with accumulated earnings of the Permanent Fund. 

Under the Constitution, earnings of the Fund can be appropriated by the Legislature as they are 
now from the annual POMV draw and in prior years for the PFD.  

What if the Legislature were to appropriate more funds from the earnings reserve than is au-
thorized for the POMV, for example to pay a PFD or unexpected expenses? Basically, it would 
draw down the “seedcorn.” The earnings reserve generates income along with the Constitu-
tionally protected principle of the Permanent Fund. Withdrawals from the reserve beyond the 
5 percent allowed under state law would bring down the reserve balance and reduce revenues. 
Legislative Finance has estimated that for every $1 billion taken from the earnings reserve, for 
example to pay a PFD, would reduce future POMV draws, now about $3 billion per year, by $50 
million per year.

After experience with federal PPP, state’s businesse don’t want an Alaska version
A majority of the state’s business organizations say the state administration should use $200 

million in federal funds for small business relief in a grants program to get liquidity to small 
businesses who are quickly running out of cash. The state administration’s preference for a small 
business loan program isn’t workable, businesses and organizations told legislators Friday at a 
meeting of the House Labor and Commerce Committee.  The state has received $1.25 billion as 
a federal grant with the requirement to allocate $200 million of this to small business economic 
relief. The state’s approach of implementing an Alaska version of the Small Business Admin-
istration’s Payroll Protection Program, or PPP with a loan forgiveness feature carries with it all 

– Continued on next page
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Businesses don’t want “state version” of PPP  

the baggage of uncertainties that even businesses who got the PPP loans now face. The biggest 
uncertainty is that to get a partial loan forgiveness 75 percent of the loan must be spent on payroll 
within eight weeks under the federal requirements. This creates difficulty for Alaska firms who 
have already had to furlough or lay off employees and who must now try to bring them back on 
without having enough business in a tepid economic “reopening” to justify the expense. 

With generous unemployment, firms are having trouble getting their employees back 
With generous Unemployment Insurance Compensation, or UIC, benefits many former workers 

in industries like retail or food service receive more by staying home than coming back to work. 
The state’s average UIC benefit of $275 a week (among the lowest in the nation) coupled with 
the federal supplement of $600 a week creates a monthly income equal to a $60,000-a-year job, 
legislative finance analysts have said. One Fairbanks business reported being unable to get half 
of its employees back because of the high unemployment benefits, Marisa Sharrah, president of 
the Fairbanks Chamber of Commerce, told the House committee. There are other factors, Sharrah 
said, such as difficulties for employees in obtaining childcare. 

Others pointed to employees’ worries about health risks at the workplace when not all employ-
ers are requiring, or even allowing, employees to wear face masks. Some retailers, like Costco, 
are requiring customers as well as employees to be masked. (State health mandates only ‘encour-
age,’ but do not require, use of facemasks.)

There are also risks seen in repaying PPP loans
With a gradual reopening other uncertainties loom for businesses. One is the risk for a business 

with a PPP loan being unable to spend the required amount of the loan on payroll, or if govern-
ment auditors question a submittal. Then the forgiveness feature is lost, and the entire amount 
becomes a loan, driving up debt. The lack of clarity and certainty, and the risk of acquiring more 
debt, has become a major concern for businesses and another reason why Alaska firms don’t want 
a state version of the PPP. 

Jonathan White, owner of SteamDot, an Anchorage coffee shop chain, said his revenues are 
still at 30 percent of normal even after 10 days of the retail reopening. Many small businesses like 
White’s were able to get PPP loans. However, “if revenues don’t pick up by June we’ll be right 
back where we started,” having to lay off employees again after the PPP loans funds are exhaust-
ed, White told the House committee.
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