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March 3, 1993

LETTER OF INTENT
HB 123, ™"An Act relating to the purchase or quota shares ~or fisheries

Alaska."

in or off

It is the intent of the Alaska State Legislature that the Commercial

Fisheries and Agricultural Bank (C-FAB), within its existing authority under AS

44.81.210, make financing available for the purchase of quota shares for

fisheries in or off Alaska.
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FISCAL NOTE _—

STATE OF ALASKA % eksion:
1008 L EGISLATIVE SESSION ) Fubleh Date: 375793

Revision Date: Department Affected: Commerce and Economic Development
Loans for IFQs Bflu. Investments

Tii-e;

Component: o

Sponsor: Representative Fran Ulmer, et al
Requestor: Special Committee of Fisheries COMPONENT SERIAL NO. 0384

EXPENDITURES/REVENUES:

OPERATING FY A FY 95 FY 9% Fy 97 FY 98 FY 9
i PERSONAL SERVICES 48.2 144.5 | 144.5 144.5 144.5 144.5
i TRAVEL 2.0 6.0 | 6.0 6.0 6.0 6.0
CONTRACTUAL 11 .3 33.9 | 33.9 33.9 33.9 33.9
SUPPLIES 1.5 1.5 | 1.5 1.5 1.5 1.5
EQUIPMENT 13.5 o 1 0 0 0 0
LAND & STRUCTURES 0 0o 1 0 0 0 o
j GRANTS. CLAIMS 0 0o 1 0 0 0 0
| MISCELLANEOUS 0 0 i 0 0 0 0
| TOTAL OPERATING 76.5 185.9 ! 185.9 185.9 185.9 185.9
CAPITA’. 0 0o ! 0 o 0 0
; REVENUE
1 FUND SOURCE: 1 0 0 0 0 0 0
FUNDING:
1002 Federal Receiots 0 1 0o 1 0 0 0 0
1CO3GF Match 0 o 1 0 0 0
i 1004 GF 0 0 f 0 0
1005 GF/Program Receipts o i o 1 0 0
1006 GF-MHTIA 0 0 1 0 0 0
OTHERC/F LU "36 76.5 | 185.9 | 185.9 185.9 185.9 185.9
| TOTAL 0 1 o 1 0 0 0 0
POSITIONS:
I FULL-TIME 3 3 3 3 3 3
| PART-TIME 0 0 0 0 0 0
TEMPORARY 0 —0 0 0 0 0

Estimate of current year (FY 93) impact:

ANALYSIS: (Attacn a separate cage if necessary.) _
See attached.
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FISCAL NOTE

168 (S AT SBssion LN rﬂaim

ANALYSIS: (continued)

This fiscoal note assumes thoat the 1FQ program woill g o into e ffect on
M arch 1, 199 4 a s e stim ated by the United S tates D epartment o f Commerwce
The operating e x penses for Fy 94 have been adjusted accordingly

PERSONAL SERV ICES

The passage of HEB 123 woill reqouire the addition o f two Loan Examiner [
position s and a Loan Closer 1 position The 1oan exam iners will process
loan requests generated as a  resou It o f thois legislation They will also
handile inqouiries., outreach 1o an e x tension s and o ther collection ac tivity
associated woith these loans The loan closer will develop the
documentation used to comoplete loans processed by the 1oan examiners and
Wil o b tain signoatures., record collateral documents and disbourse loan

TRAVEL

1t is estim ated thoat 1oan e x am iners woill make an average o f six outreach
trips to ruroal Alaska each year, at an average cost of $1.0 per trip In
FY 9 4 a to tal o f tw o trips ar.e an ticipated

CONTRACTUA AL

The o ffice space ren tal for thoree additional em ployeces is estimated at
38 .9 per y e ar I'n addition the Department an ticipate:s spending an
additional $ 25 .0 per year on owutside contractors to hoelp in its outreach
e fforts in ruoroal com m unities throwughout the State

SUPPLIES

EQUIPMENT
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The ABCs of IFQs

Representative Fran Ulmer introduces a new loan program to help Alaska
fishermen

b
Representativ)e/ Fran Ulmer

A revolytion is on the way for Alaska’s coastal communities. After 10 years of debate in the
fishing Industry, ihe U.S.”Secretary of Commerce recently approved Individual Fishery Quotas
(IFQs) for the halibut and black cod fisheries in Alaska. “If all goes as planned, by mmid-1994.
these’ fisheries will no longer be open to all those who want to Wwet a line. Instead, @ new permit
system will reserve catch”quotas for individual fishermen who qualify for an IFQ. Gone will be
the 24 hour gpenings, replaced by a season which may last from March through November. The
new system is ﬁromoted as a solution to dangerous conditions ¢reated by derby style fishing, but
critics"charge that the new system will be the“end of the small, independent Alaskd fisherman.

Whether you think the new system will help or hurt Alaska fishermen, the reality is that
change is coming. We must do everything we can to help Alaskans retan their livelihoods in the
fishir g industry and to support our coastal communities. One of the best ways of doing that is_by
Prow Ing accéss to capital. That's why | recently introduced HB 123 which provide$ financing
or the purchase of IFq%. This legislation authorizes loans of up to $300,000 for IFQs to Alaska
residents who have actively participated in the fishery during three of the last five years. The
state currently finances t&e)dpurchase of limited entry permits through a revolving Toan fund
with loans of ‘up to $300,000. New legislation is required to expand the loan program to include
]F?S. HB 123 does that and providesan essential tool to accomplish the goal of keeping permits
in

he hands of Alaskans.

How it works

The new IFQ system is designed to benefit active fishermen by allocating a quota based on an
individual's actual record of past landings. When the s%ste,m starts, only vessel owners and,
leaseholders will receive an IFQ;. crew members will be jiven %reference i acquiring their
own IFS) in the future. A quota will be based on the individual fisherman's actual percentage of
the total catch in a particular area during five of the last 7 years, That percentage will then be
apphedJ on an annual hasis, to the total"allowable catch_for the individual's region in order to
determine the exact number of pounds he can harvest. To ensure maximum participation in the
fishery, no one will be allowed to harvest more than 1% of the black cod resource in an area,
and rio more than .5% of the halibut resource.

How do Alaskans fare?

In 1994, approximately 5500 halibut fishermen_and 1100 black cod fishermen will be given
IFQs hy the federal government free of charge.. Those who receive an IFQ may sell or lease all or
a portion of their quota to another, and the price of those transactions will be” set by the market,
based on the value of the resource and the fishery at the time of Burchase. Experience has shown
Bhat the thﬁ to harvest these resources can be extremely valuable and the price for IFQs may
e very high.



Altho_u%h the new system is designed to preserve and increase Alaska's presence in these
fisherieS, many fear that |FQs will migrate into the pockets of well-financed, non-resigent
vessel owners and that Alaska fishermen” will lose out. The cap on the, Percentage of the fishery
resource any one person may own or lease, and the restriction prohibiting IFQS from being
transferred "between vessel classes, are efforts to ensure that halibut and black cod continue to
be fished by a broad spectrum of Alaska fishermen. However, the only real certainty in the new
equation is"that a resource which was free to all will now be available only by permit, and for a
price.

It is essential that Alaskans keep as many of these permits as possible so that the economy of our
coastal communities will not be deprived of the wealth of this fishery resource. HB 123 and the
fmar&cmtg it provides to Alaskans will help assure this continuing economic henefit to our
residents.
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FEB-17-93 RED 13:16 AK DEPT FISH & GAME/CO FAX NO. 9074652332

DEPARTMENT OF FISE AND GAME
POSITION PAPER

Bill No: HB 123

8ponscr: Representative Ulmer

Division: Division of Commercial Fisheries

Bill Title: "An act relating to loans for the purchase of

individual fishery quota shares.™

Department Position: Support

This legislation would extend the state"s existing loan program for
limited entry permits, vassals, and fishing gear to include loans
for the purchase-of individual fishery quota shares (IFQs). The
harvesting sector of the seafood 1industry has the highest
percentage of resident participation in the industry.
Approximately 80% of the permits are owned by Alaskans. The state
loan program has been a successful tool contributing to the high
percentage of existing permits in the hands of Alaskans.

The new IFQ program will be administered by the federal government.
Regulations governing the new program were recently adopted by the
U.S. Secretary of Commerce. There is a great deal of concern on
the parf of Alaskans that these IFQs will be bought up by non-
Alaskan interests, thus reducing the opportunities for Alaskans to
harvest these resources occurring off the state"s coastline.

While this program is authorized in Title 16, the fish and game
statutes, the program is administered by the Department of Commerce

and Economic Development.

There is no fiscal impact on the Department of Fish and Game from
this legislation.

Commissioner®s Bigaat Date:



||| HB 123; "An Act relating to loans for the purchase of
individual fishery quota shares.™

HB 123 amends the Commercial Fishing loan program to allow Alaskan
residents to finance the purchase ofindividual fishery quota shares. In order

to be eligible, an applicant must:

1. have been a two-year resident;

a£
2. have had a crew member or commercial fishing license for the
year immediately preceding the date ofapplication and any other
two of the past five years;
3. have actively participated in the fishery for which the shares are

issued during three ofthe last five years; and
4. qualify as a transferee under applicable law.

HB 123 also allows the department to prequalify applicants for the purchase
of fishery quota shares. Under this portion of the program, an applicant can
obtain a 60-day commitment to finance fishery quota shares prior to locating

the specific shares to be purchased.

In addition, the bill establishes a limit of $300,000 that a borrower can have
outstanding at any point in time that was used to purchase fishery quota

shares.

In keeping with the mission of the Commercial Fishing program, this
legislation will assist Alaskans in their efforts to participate in the halibut and

8 £ sablefish fisheries in Alaska.

NJ&ul Fuhs, Commissioner

v J - fo-
0Q Date

dgl/064pp.inv
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P.O. Box 1229 Sitka, AK 99835 (907) 747-3400

March 5, 1993

Representative Williams, Chair
House Resource Committee
Juneau, AK 99801-1182

Dear Representative Williams,

| am writing to express the support of the Alaska Longline Fishermen's
Association (ALFA) for H.B. 123: a bill to provide funding to Alaska
residents for the purchase of fishing quota shares.

Quotas share management offers an opportunity for Alaskans that the
State can not afford to miss. By providing affordable loans, Stats financing
will increase Alaskan participation in the fisheries of the Bering Sea and
North Pacific. Increased participation by Alaskans will, in turn, ensure
that the on-shore seafood processing industry, the seafood >upport
industry, and the coastal communities as a whole continue to prosper,

b' lging revenue to the State both directly (through raw fisn tax) and

| directly (through enhanced socioeconomic health). Financing the
purchase of quotas shares can also be expected to provide a direct financial
benefit to the State through interest payments.

Support for establishing a State quota share loan system is broad-based.
Alaskans are committed to enhancing fishing opportunities for State
residents. H.B. 123 is a vital step in that direction. Representative Ulmer
has worked with the industry over the past month to ensure that the bill
will accomplish the stated intent and directly benefit resident fishermen.
ALFA members are satisfied with the Bill and and eager to see it moved
quickly through the legislature.- -ALFA respectfully requests your support
of H.B. 123 and asks that you expedite its passage through the House
Resource Committee.

Thank you for your time and attention. Sincerely,

Linda Behnken
(exec, director, ALFA)



FISH FACTOR

/"By "LAINE WELTCH

Km TIMJUNEAU BVPIFE
IFQ'band you: Alaskan crewmemlxrs who don't

have a chance at ac umng uota shares for halibut
and hlagk. aod c? L on% r]asmst from the state
The |n Ividual Tishing quota plan recentg ap proved
% federal managers Ilmlts initial alloca ons of
shares only to eli |bIe Ionglme vessel owners
shares are deterniined accord mgD tg specific catc
histories in the fisheries, and maxh/ e hought or leased
from owners n twantmc{; fo use t

ADill_introduced to the Legis ature by Rep. Fran
Ulmer, D-Juneau, would broaden the state's commer-
cial f|sh|n revolvm Ioan rogram 1o mclud? the
Purc ase of IFQs. The loan Brogram provides funds
or the purchase of limited entryﬁmmlts House Bill
1Z3would authorize_loans up t 000 for the pur-
chase of IFQs. The Joans would not require an ai)pro-
priation of addjtional money from the state, as there
Is an excess of $ million currently available in the
limited entry revolving loan fund.

Ulmer said HB123 could provide a hig boost to
crewmembers who receive no allocations of halibut
or black cod in the new IFQ program.

"Their only w ﬁy in at this point is to be %ble to bu
from so eon wno's e%lq\%nlen IFQs b teDefa
ment of Commerce, and who does no WISh to
them. Only throujh' a loan program like this ml%l

crewmembers have a chance of participating,”
mer said.

HB123 is_scheduled for a hearing Feb. 19 by the
House Special Fisheries Committee chaired b%/
Carl Moses, 1-Unalaska. After p assm? through vari-
ous other committees, it must make it througl the full
House and Senate before it becomes law. So'far there
has been no opBosmon to the bill, but Ulmer said that
Is o reason td become complacent.

"You can't every take this Rrocess for ?rant?d S0
Feople who want tg'make {nis ap?en should definite-
y express their opinions of support,” Ulmer said.

Quotas OK'd for halibut, black cod

By ROSANNE PAGANO
nfuucuinmu

ANCHORAGE. Alaika - The
U.S. Commerce Department on
Friday approved a commercial
fishing reform that allocates quo-
E)ast of Alaska black cod and hali-

ut.

Final regulations may be In
place in time for the widely disput-
ed individual fishing quota system
to go Into effect next year, the Na-
tional Oceanic and Atmospheric
Administration said.

Fishermen will be allotted their
share based on how long they have
been active in the halibut or black
cod fishery, and how much fish
they have caughl in previous sea-
sons.

Regulators sai/ the system,
known as IFQ, will end derby-style
fishing thal attract hundreds of
boats for 24-hour openings In
spring and fall.

Opponents in some Alaska ports
say quotas will edge out some
smaller operators and crews,
weakening the local economy.

Fishermen using fixed gear. In-

cluding pot gear and hook-andllne

gear, are targets of the new sys-

tem. NOAA said.

Quotas restrict the halibut and
black cod commercial catch in
U.S. waters. Fisheries primarily
are in Alaska Including Bristol
Bay. the Bering Sea and (he Gulf
of Alaska.

William Fox, din clor ofthe Na-

tional Marine Fisheries Service a

branch of NOAA. said Friday quo-

tas would improve fishing safely
and could provide consumers with
fresh fish more often.

Fox said quotas permit opera-

tors to fish when the price Is right,

rather than work the 24-hour open-
ings even If full crews are unavail-

able, weather is bad or vessels are
unprepared.

"A derby is a very unsafe fish-
ery." Fox said.

Details remain to be worked out
In final regulations. Alaska's con-
gressional delegation last summer
sought to block final approval of
IFQs. saying the reform needed
more study,

That put the delegation at odds
with the Hickel administration's
fisheries expert. Clem Tlllion, who
helped win approval for quotas
from the North Pacific Fishery
Management Council.

The council developed Ihc plan
and approved it in 1991 Kodiak,
among the nations top fishing
ports, was among Alaska commu-
nities seeking to block final ap-
proval.

A coordinator of the Kodiak Is-
land Borough's effort said meet-

ings may be arranged with envi-

ronmental groups, also opposed to
quotas, to see if continued appeals
were worthwhile.

"This Is going to be a very ex-
pensive program," Kodiak coordi-
nator Jeff Stephan said. He said
cost ofadditional paperwork would
siphon monies that could have
gone to fisheries research and
management.

Stephan said opponents may ar-
gue the program's cost as a strike
against it with members of Con-

I

gress.

In Sitka, the executive director
of Alaska Longline Fishermen's
Association said she was pleased
with the federal approval.

Rut Linda Bchnken said morj
work may yel be done to make
quotas more fair.

"It's been IonF hard work end
a lot of people participated,”
Bchnken said. "Bui It's also a little
tough, knowing that a tot of people
in the community still have a lot of
concerns.”

Alaska Sen. Frank Murkowskl
in a prepared stalement Friday
said he had urged delay of the IFQ
approval until there were assur-
ances the system would not harm
small fishermen.

"We all know something needs
lo be done to protect fishermen
from having to fish In bad weath-
er, to spread out the arrival of

fresh fish on th« market to im-

prove both quality and price,"
Murkowskl said.

"I'm slill pot certain that the
current IFQ system is the best."
Murkowskl said many coastal cit-
ies were "entirely dependent" on
fishing.

Sen. Ted Slevens, R-Alaska,
said he remained concerned that
many crewmembers and oilier
participants will be lefl out of the
halibut and black cod fisheries

"1 am slill hearing serious ques-
tions about the impact of IFQs on

coastal communities and the coal
of Implementing the proposal.
Stevens said Ina news release.

1
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Petershurg Vessel Owners Association

P.O. Box 232
Petersburg, Alaska 99833
Phone (907) 772-9323 Voice and Fax

March 8, 15)93

Hepresen La Live Bill Williams
A.lask;i Shate Lejjis laturc
State Cap il.ox

Juneaui Alaska 99801-1182

Dear Representative Williams,
I

\It is our understanding that HB 123 was recently passed out of
T.he Fisheries Oommit.tee and"has been sent to House Resources,
As chairman of the Resources Committee, we respectfully request
that, you schedule: HB 123 for a hearing as soon as possible.

We believe HB 1.23 is an important piece of legislation which
will greatly benefit Alaska ™ commercial fishers. The present
State loan program which provides loan funds for the purchase
of limited entry permits, has been of tremendous help to insure
that Alaskans are allowed the financial opportunity to
participate in the fisheries along our coast. We believe
including- assistance for the purchase of quota shares is a
logical extension to make for the State > fisheries loan
program.

Represent,:* Ljvc Williams, we * -_pprcciate your assistance 1in
allowing this important pi&c - . -sheries legislation ;to get.
the attention H-deserves. Please schedule n hearing for HB

123 as soon as possible.

oc: .Senator Robin Taylor
RopreHeriit.at-dvc Fran Ulmer



JERE T. MURRAY, Ph.D
P.O. Box 237, Seldovla, Alaska 99663-0237

<O07? 234-7646 CVoice or FAX)
March 02, 1993,

Alaska Legislature _

House of Representatives

Special Committee on Fisheries_

Representative Carl Moses, Chairman

Representatives Harley Olber%, Gall Phillips, clif£ Davidson,
and Irene Nlcholla, Members

Via FAX Onlly* 465-3445

Dear Mr. Chairman and Members of the Committee:

Thank you for this opportunity to comment on HB123, "An Act relating
to loans for the purchase of individual fishery quota shares.'

Please consider all the following facts. Last session the Alaska
House of Representatives unanamqusl%/lerejected the IFQ plan by passing
HJIR61. A companion measure in Senate had similar wide support
but was kept from the floor by the actions of a single Senator who 1is
no _longer in office. Our Congressional delegation members_each have
serious concerns about this plan and are maneuvering against It in
Washington. The Commerce Department has not yet published this plan
as a "Final Rule" and 1t may still be rejected by the Office of the
President and or the Congress where opposition is growing daily.
Even i1f the plan passes these hurdles and survives I_e?al challenges
sure to be mounted, It will not be Implemented until after one or
more additional sessions of the Alaska Legislature.

Then, surely, the best one can say for HB123 Is that It is very
premature and sends the wrong message concerning the thoughts of the
legislature on this plan (assuming last session"s sentiments remain).

I know you will receive considerable testimony on the economic
aspects of these proposed loans and 1 wlll not attempt to duplicate
those here. Let me only pass on to yoo the comment one of the
staunchest _ proponents of Ing made to me when 1 brought _up the
subject of a loan program such as that envisioned by HB123 during the
December 1991 meeting of the North Pacific Fisheries Management
Council In A"chorage, Mr, Clem Till ion, whom I"m sure you all know,
said "1 woullc<"t want to loan them money they won"t be able to
repay I \There Is -. “right from the horses mouth.” -\

At Vthls time . the best thing the Alaska State Legislature can do for
Alaska ;In connection with" 1 Is to_reaffirm the position of last
session®"s House and pass a resolution similar to HIJR61 which Includes
the additional -resolve of the Senate ecompanion, V.SJR38, "FURTHER
RESOLVED that the Alaska State Legislature opposes the use of state
agency ;vresources,\ state operated .facl 11llee, state funds, or.”other
forms  of cooperation #ato implement/-an £slndividual "=Fishery ~ Quota
management em'and send oopies™:;;of *the resolution to}" the-;
appropriate eral offlclals L In: the executive and leglglatlve

branches as soon as possible. - \

There will._ be pienty of time to attempt toameliorate the many
adverse _effects the IFQ_ plan will have on Alaskan citizens and
communities If and when it Is Implemented. Passage of HB123 at this
time can do no good and may do harm In the battle against this
devastating plan. First things Tirst, please.

'W-Vir.V:V'



KLVOR TEL No .907-486-2470 Feb.18,93 15:05 P.01

KODIAK L NgUNE 326 CENTER AVENUE, P.0. BOX 135
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February 38, 3993

Representative Fran UJmer
ALASKA STATE LEGJSILATURE
State Capital.

Juneau, Alaska 99801

RE: HB 123 ...

Dear Fran,

| would like to express our support for HB 123. 3 have felt for some lime that with the
implementation of individual fishing quotas on the horizon, a loan program for Alaskans
is vital. Those vessel owners who live in Alaska must be able to purchase quota quickly
whcu the program is in place.

Jtis my belief that the large majority of Alaskan vessel owners who will receive quota will
either sell immediategl or wish to buy. Since the people who qualify for quota far exceeds
the number of individuals who currently participate in the fishery, the “pie” will be cut in
ways that people did not anticipate. Many vessel owners will immediately need to purchase
quota in order to participate effectively in the fishery.

We stronglly support this bill and would assist in any way possible to see that it is passed.
It can’t help but be a significant help to those Alaskan vessel owners who won't initially

receive the quota they need.

Sincerely,

Linda Kozak
Director
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HALIBUT e« SABLEFISH < PACIFICCOD <« CRAB

February 18, 1993

Representative Fran Ulmer
ALASKA STATE LEGISLATURE

State Capital.
Juneau, Alaska 99801

RE: KB123 ...

Dear Fran,

Lwould like to express our support for HB 123. 1 have felt for some lime that with the
implementation of individual fishing quotas on the horizon, a loan program for Alaskans
is vital. Those vessel owners who live in Alaska must be able to purchase quota quickly
when the program is in place.

It is my belief that the large majority of Alaskan vessel owners who will receive quota will
either sell immediatel(}/ or wish to buy. Since the people who qualify for quota far exceeds
the number of individuals who currently participate in the fishery, the “pie” will be cut in
ways that people did not anticipate. Many vessel owners will immediately need to purchase
quota in order to participate effectively in the fishery.

We strongly support this bill and would assist in any way possible to see that it is passed.
It can’t help but be a significant help to those Alaskan vessel owners who won't initially

receive the quota they need.

Sincerely,

Linda Kozak
Director



March 2, 1993

CS HB 123, "An Act relating to loans for the purchase of quota shares for
fisheries in or off Alaska."

The proposed committee substitute for HB 123 reflects the following changes from
the original bill:

Title. The title change clarifies that technically the loans authorized in
this bill are for the purchase of quota shares, not Individual Fishing Quota
(IFQs.) The clarification is made throughout the bill.

Section 1. Purpose and Intent. A purpose and intent statement was added to
emphasize that the loans authorized in this bill are intended to benefit Alaskans
who participate IFQ system fisheries and to clarify that there 1is no intent to
diminish the amount of funds currently available for loans under AS
16.10.310(a)(1)(A) or (B) for entry permits, vessels and gear.

Page 2. subsection (C)(ii). The previous sections (ii) and (iii) were
combined to simplify two eligibility criteria. That is, in two of the last five
years an applicant must have possessed either a crewmember or commercial fishing
license or permit and. must have participated in a fishery for which the license
or permit was issued.

The original bill was more narrow. It said that the crewmember or commercial
license or permit must have been possessed for the year preceding the date of
application as well as for two of the past five years. The original bill then
required that the applicant must have participated in the fishery during three
of the last five years.

- Page 2. subsection (C)(iv). This is an addition to the bill which limits the
loans to those individuals who are not eligible for alternate financing, as is
currently the case for loans authorized under subsection (B) for vessels and
gear.

This section will ensure that the loan program will benefit those Alaskans most
in need of assistance in accessing capital.

- Letter of Intent. The letter of intent accompanies the bill to emphasize that
the committee intends for the Commercial Fisheries and Agricultural Bank to make
financing available for the purchase of quota shares.

As stated above, the loans that the Commercial Fishing Loan Fund is authorized
to make under HB 123 are limited to those who can not obtain loans elsewhere.
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