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January 23, 2012
Senator Bert Stedman, co-chair
Senate Finance Committee

State Capitol, Suite 516

Juneau, AK 99801

Dear Senator Stedman:

Legislation currently residing in the Senate Finance Committee (House Bill 121) will help provide a needed boost to one of the most promising small business opportunities in economically distressed communities from the Panhandle to Kodiak.  The Alaskan Shellfish Grower’s Association (ASGA) urges you to hear the legislation as soon as possible and pass it on with strong recommendations for approval by the full Senate.
The mariculture revolving loan fund, contained in the legislation introduced by Gov. Sean Parnell, is patterned after the state’s salmon hatchery loan program, a key component of what might be the most successful economic development initiatives by the State of Alaska.  State loan officials adapted that successful model to address the biggest hurdle faced by shellfish farmers: high front-end costs at a time when the business is generating no revenues.

HB 121 tackles that issue head-on with terms of up to 20 years and the ability to postpone principal payments for up to the first six years of a loan. These terms provide the farmer with the opportunity to get the farming operations going and build sales revenues before significant loan payments have to be made. 
To create a business with enough sales revenues to support a living wage, cover operating expenses, pay state lease and permit fees, and meet loan payments, a new oyster farmer might have to invest $150,000 in capital and forego salary for 3-4 years. Another $10,000 will be spent paying tidelands lease fees and meeting DEC harvesting and processing requirements before revenues begin flowing.

It takes 4-5 years to move a crop of oysters through a farming operation and geoduck clams might take 8-9 years. Once annual crops begin rotating through the farm a steady income flow is created.

 
Numerous new oyster farms are in the start-up process in Southeast Alaska, and there will be many to follow over the next five years.  Native corporations and tribal governments working with apprentice oyster farmers in Yakutat, Angoon, Hoonah and Kake, and another Native oyster farm is developing in Kasaan. The Weekend Warrior project is gearing up to handle five new oyster farming apprentices in Naukati and a half dozen other farms are under development in other areas of Southeast.
The loan fund is vital to the emergence of these new small business operators, since no private lenders are willing to invest in businesses which can’t generate revenues for the first 3-9 years of operation.  USDA’s Farm Service Agency offers operating loans to experienced shellfish farmers, but doesn’t make loans for start-up expenses.  
The proposed loan fund could help launch or expand a couple dozen new small business in economically distressed rural coastal communities, and when the money is repaid additional loans can be made.  The Division of Investments has an excellent record in administering existing state loans and has a remarkably low default rate.
The mariculture revolving loan fund could be viewed as an excellent investment for the State of Alaska at a time when it has huge revenue surpluses.  The $3 million capitalizing the fund will be earning 5% interest while it creates new jobs and business opportunities for Alaskans.  The legislature has the prerogative to reallocate the loan funds should the state encounter financial difficulties in the future.

The committee might even consider increasing the capitalization to $5 million to help stimulate the development of more small businesses while setting aside revenues in another “rainy day” account.

I’d be pleased to provide the committee with any information you may require.  I look forward to testifying in support of HB 121.  Thank you for considering our request.
Sincerely,
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Rodger Painter

c.c.
Senator Lyman Hoffman, co-chair

Senator Donald Olson


Senator Dennis Egan


Senator Joe Thomas


Senator Johnny Ellis


Senator Lesil McGuire


Darwin Peterson, committee staff
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