


Community Quota Entity (CQE) Legislation:

- HBS54/SB387
Commercial Fishing Loans to Eligible CQE’s

Background

0 The National Marine Fisheries Service (NMFS) is expected to publish the final rule
implementing Amendment 66 to the Fishery Management Plan (FMP) for groundfish

in the GulfofAlaska in May 2004.

e Amendment 66 is the outcome of a series of public meetings with the North Pacific
Fishery Management Council (NPFMC) and represents a consensus on how to
reverse the outward migrating of IFQs from rural Alaska communities to the Lower

48 states.

e The proposed rule would allow 42 coastal communities to be eligible purchase
Individual Fishing Quotas (IFQs). These organizations would be known as
Community Quota Entities (CQEs) and they would be authorized to purchase halibut
and sablefish guota shares on the open market and lease these shares back to
harvesters who are residents ofthe eligible communities.

e Communities represented by CQEs cumulatively would be limited to holding a
maximum o f 3 percent of the total halibut and black cod quota share in each area for

the first seven years ofthe program up to atotal of21%.

0 CQEs in Area 2C and 3A could only receive and use halibut quota share assigned to
vessels greater than 35 feet and less than or equal to 60 feet (Category C) and greater
than 60 feet (Category B). This provision would prohibit CQE’s from holding halibut
quota share assigned to vessels less than or equal to 35 feet (Category D). The
Council did not recommend catcher vessel restrictions for CQEs holding sablefish

quota shares as sablefish are typically harvested by larger vessels.

o The proposed rule identifies eligibility criteria, transfer restrictions and provides
limited administrative oversight, however, it does not identify a funding mechanism

for these communities to purchase the quota shares.

Legislation
e HB554/SB387 amends the Commercial Fishing Revolving Loan Fund (CFRLF) to
allow the Department of Community & Economic Development to make loans to

CQEs and in turn create a new local revenue stream. The department is currently able
to make loans only to individuals to purchase quota shares.

e CQE applicants would be limited to $2 million in outstanding loans per community.

® A down payment of35% would be required for loans secured by quota share.



Benefits of CQEs:

® CQEs improve the economic viability of these communities through local control of

fishing privileges.

e The majority ofthe 42 eligible communities in the proposed rule have experienced an
out-migration of quota resulting in a significant decline in the number o f quota shares
held by local residents. The amendment should provide these communities with a
mechanism to reverse the trend and this legislation will provide essential funding for

the program.

® CQEs will provide additional employment opportunities for residents, help diversify
fishing operations from salmon to halibut and sablefish, and increase efficiency by
using existing salmon infrastructure such as vessels, processing plant and cold storage

facilities.

Impact of the CQE legislation on Financial Services

e This legislation will not adversely impact private sector lenders. Section one of the
bill requires that loans may be made only if the applicant is not eligible or qualified
for financing from other recognized commercial lending institutions. This same
requirement is already contained in the Commercial Fishing Revolving Loan Fund
(CFRLF) statute for loans made to individuals to purchase quota shares.

e« The CFRLF has adequate cash flow to handle anticipated loan demand. The
Department of Community and Economic Development (Department) expects the
program to phase in over a period of several years as communities form CQE’s,
establish a capital base necessary to meet down payment requirements and locate

quota shares to purchase.

e The Department will amend the CFRLF regulations (3 AAC 80.055 (a)) to ensure that
if total loan demand for the program ever exceeds the amount o f capital available for
loans that applications submitted by individuals to purchase limited entry permits,

vessels, gear, or quota shares w ill be processed first.

e There will be no additional administrative costs associated with this proposal. The
Department will use existing staff, expertise and infrastructure to handle CQE loans

requests.
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1
2004 LEGISLATIVE SESSION Bill Version: SB 387
(S) Publish Date: 413104

Revision Date/Time (Note if correction): _Dept. Affected:; DCED

Title Commercial Fishing Loans fo Eligible RDU Investments (122)
Community Quota Entities Component Investments

Sponsor Rules

Requester By Request of the Governor Component No. 383

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES |

CHANGE IN REVENUES (1036) | 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health
1036 Commercial Fishing Loan Fund
TOTAL 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach Q separate page ifnecessary)

FY 2010

0.0

0.0

0.0

This bill would amend the Commercial Fishing Revolving Loan Fund (CFRLF) to allow the department to make loans

to a new group of ﬂuota share purchasers, Community Quota Entities éCQE), eligible under federal statute or

requlation. This bill would accommodate a new class of horrowers un

er the National Marine Fisheries Service

(NMFS) proposed rule (50 CRR 67& that will allow Individual Fishing Quota Shares (IFQs) to be purchased by non-

profit entities as identified by the NMFS 08 )
eligible under federal statute or regulat!o_n. The department anticipates making approximately $
loans in FY05 and approximately $3 million in each fiscal year thereafter through FY10.

No additional administrative costs would be required to accommodate this amendment to the CFRLF.

FS. The total balances of loans may not exceed $2 miIIion{)er_lclommurcli
million in

i

Prepared by:  Greg Winegar, Director Phone (907) 465-2510
Division Investments Date/Time 2/12/04 11:50 AM
Approved by:  Edgar Blatchford, Commissioner Date 2/12/2004

Agency Department of Community & Economic Development
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2004 LEGISLATIVE SESSION Bill Version: SB 387

(S) Publish Date: 4/13/04
Revision Date/Time (Note if correction): Dept. Affected: Fish and Game
Tille Making commercial fishing loans IRDU J

to eligible community quota entities Component
Sponsor Rules Committee
Requester ~ Governor Component No.
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
'(\B/lr_ants”&CIaims
iscellaneous
00 \0 0.0 00 00 00

TOTAL OPERATING
| | |

|CHANGE IN REVENUES ( ) | | | | |
. (Thousands of Dollars)

|CAPITAL EXPENDITURES | | |

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF _
1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type-Do not abbreviate) 00 00 00 00 00 00

TOTAL

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included nthe Governor’s FY 2005 budget prciposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: '(Anacl? a s?parale page ifnecessar'y) .
Passage of this legislation would have no fiscal impact.

Prepared by: ~ Sarah Gilbertson Phone 465-6137

Division Legislative Liaison Date/Time 1/25/04 11:55 AM
Approved by:  Commissioner Kevin Duffy Date 1/25/2004
Agency Alaska Department of Fish A Game
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