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iley Cuttis Thayer, Deputy Commissioner

Wynetta Ayers , Direclor Division of Economic Development

I'rom : Duncan Mields

Shoreside Consulting

Date: I"cbnﬁ.ary 17,2011

RE: Energizing the Community Quota Entity (COR) Program

In 2003 the North Pacific Fisheries Management Council recognized the need Lo increase
fisheries access in smaller Gulf of Alaska fishery dependent communities -- those under
1,500 people and without road access. The Council understood that halibut and sablefish
quota shares held in trust for community residents would have significant long term
benefits. Consequently, the Council qualified 42 Gulf of Alaska communities to purchase
and retain 1FQ quota shares. Each qualified community needed to form a non-profit
Community Quota Enlity (CQE) for the acquisition and management of their quola.

About 15 communities have formed CQEs. However, the expected rural development
benelits from the program have not been realized. The market costs of acquiring quolta
shares has increased significantly to about $30.00 per pound for area 3A quota or a ratio
of between 6 & 7 times the exvessel value. With the current State loan program, cxpected
annual CQE returns from fishing quota share barely covers debt service and docs not
provide reserves for quota fluctuation. Mote importantly, current programs require 20%
down or an 80% loan to value ratio. This type of down payment is simply beyond the
capabililies of these smaller, cconomically depressed, Alaska communitics. Competing
purchascrs are able Lo use income from other fisheties to finance their down payment and,
if needed, meet debt service. However, CQE communities don’t have “other” income.

The CQE community halibut and sablefish purchase program would “work” if these
communities could obtain loans with a 5% down payment and lower interest loans that
could be waived for a period of time to build up CQE reserves and for a term of 30 years
Remember, the purchased quota would temain tn the community in perpetuity or, if sold,
the loan\grant amount would be repaid. Conscquently, the term of the loan is viewed
dilferently by the CQLE. This type of CQFE guota share purchase loans will have
significant long term economic benefits in these communities, benefits that could easily
outlast other types ol capital projects or State assisted Programs.
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