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FISCAL NOTE
STATE OF ALASKA
2 0 0 6  L E G I S L A T I V E  S E S S I O N

Revision Date/Time (Note if correction): 5/01/06 
Title Commercial Fishing Loan Program

Fiscal Note Number: 

Bill Version:
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Commerce
Investments (122)

Component Investments
Sponsor
Requester

Coqhill
S en a 'j Resources Component No. 383

E x p e n d i t u r e s / R e v e n u e s (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

[CAPITAL E X P E N D ITU R E T

CHANGE IN REVENUES (1036) | 0.0 (21.8) (42.9) (63.2) (82.5) (100.9)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2006) cost: 0.0
Mark this box (X) if funding for this bill is included in the G overnor’s FY 2007 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if  necessary)

This bill would make several changes to the Commercial Fishing Revolving Loan Fund (CFRLF). Two of the 
changes would result in fewer loans being made that would reduce the amount of interest earned by the 
fund. Section 1 of the bill would reduce the amount of vessel and gear refinancing allowed from S3u0,000 lo 
S200.000. The department estimates that this would result in one less loan each year totaling $200,000. A 
9% interest rate and r  0.6% delinquency rate were used in the calculation.

Section 3 of the bill would reduce the total amount lhat a borrower could have in outstanding loans at any 
given point in time from $930,000 to $400,000, The department estimates that this would result in one less 
loan per year totaling $68,213. A 9% interest rate and a 9.6% delinquency rate was also used in this 
calculation.

Prepared by: Gieg Winegar. Director Phone (907 )465 -2510
Division Investments  DateTTime 5/1/06 1 44 PM

Approved by: William C. Noll, Commissioner___________________________________  D ale 5/1/2006
Agency Commerce, Community, and Economic Development______________
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House Bill 304 Commercial Fishing Loan Program

SPONSOR STATEMENT

This bill is a product of my philosophical belief that government should not 
compete with the private sector. 1 want to make sure that any loan program the 
Stale administers is the source o f  last resort.

This bill would require someone applying for a loan through the Commercial 
Fishing Resolving Loan Fund (CFRLF) for repair, restoration, or upgrading of 
vessels and gear, for ihe purchase o f  entry permits and gear, and for construction 
and purchase o f  vessels to be ineligible for financing from other recognized 
commercial lending institutions. While the division currently utilizes this practice 
1 want it codify it to make it a permanent statutory requirement.

HB 304 reduces the amount o f  loans for refinancing a debt to $200,000 per
person, down from S300.000. It increases the loan limit for past due federal tax 
obligations from $30,000 to $35,000. And it limits all loans, including purchase 
o f  entry permits and gear, vessel purchases, repair o f  existing vessels, and federal 
tax debt for one person to $400,000. That limit now totals $930,000. The bill 
reduces security o f  a loan from 90% to 80% of  the appraised value o f  the 
collateral. HB 304 changes the interest rate to prime rate plus two percentage 
points and kc the cap at 10 16%.

This bill hit work in progress. I have been working with the department
diligently L ist year to clarify and tighten requirements in the Commercial
Fishing Rew Loan Program.



ALASKA STATE HOUSE OF REPRESENTATIVES
Session

(907)-465-3719
F A X #  ( 9 0 7 H 6 5 - 3 2 5 S  
State Capitol 

Room 204

REPRESENTATIVE JOHN COG H ILL

HB 304 C om m ercia l Fishing Loan P ro g ram

SECTIONAL

Section 1. Provides another qualification, that being the person is not eligible for financing 
from other recognized commercial lending institutions, for an individual for the repair, 
restoration, or upgrading o f  existing vessels and gear, for the purchase o f  entry permits and 
gear, and for the construction and purchase o f  vessels if  the individual has bee a state 
residents for a continuous two years immediately preceding the date o f  the application.

This section adds a requirement that the applicant is not eligible for financing from another 
source that is a state financial institution, federally chartered financial institution, or the 
Commercial Fishing and Agricultural Bank.

It also eliminates one category o f  applicants for a loan to p; /  federal tax obligations. With 
the change the applicant must show lack training or lack o f  employment opportunities in the 
area other than commercial fishing or is economical, dependent on commercial fishing as a 
livelihood and commercial fishing has been a traditional way o f  life.

It reduces the refinance obligation limit from S300,0()() to $200,000.

Section 2. The bill originally changed the prime rate irom a fixed 10.5 % interest rate to a 
sliding “prime rate plus two percentage points”. However, House Resources amended it back 
to the 10.5% ceiling. Prime rate in AS 44.8S.599 is defined as “the lowest United States 
money center prime rate o f  interest that is published in the Wall Street Journal.

It reduces the percent of appraised value o f  the collateral that can be loaned to secure a loan 
from 90% to 80% of the appraised value o f  the collateral.

Section 3. This section increases the amount o f  the total balance o f  federal tax loans from 
$30,000 to $35,000.

Excluding the purchase o f  fishing quo 'as by community quota entities, the total outstanding 
loans for a borrower may not exceed $400,000,

Section 4. AS 16.10.315 is repealed. This provision require 1 to department to alloeJc at 
least 10  percent o f  the money appropriated annually for loans o f  $35,000 or less made for

Contact:
I n t e r im  A d d r e s s ;
3340 B adger  Road 
North Pole, A K  99705 
(907)-488-5725 
Fax# (907)-48S-4271



repair, restoration, or upgrading o f  existing vessels and gear, tor purchase of entry permits 
gear, and for construction and purchase of vessels.

Section 5. Effective date o f  J uly 1,2006.
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Rep. John Coghill

F rom : Wittman, Michael [M ichael.W ittman@ farm -credit.com ]

S ent: Friday, April 21, 2006 12:50 PM

T o: Rep. John Coghill

S ub jec t: CS HB304 (FIN)

Dear Representative Coghill:

Northwest Farm Credit Services (NWFCS) is interested in CS HB 304 (FSH), which addresses the 
Alaska Commercial Fishing Revolving Loan Fund (CFRLF). It is our understanding that the Committee 
Sponsor Substitute Bill that was introduced in the House Fisheries Committee was the collaborative 
efforts o f  the Sponsor— Representative Coghill, the CFRLF and Alan Austerman, Fisheries Policy 
Advisor, Office o f  the Governor, State o f  Alaska.

NWFCS has over $12 million in outstanding loans to 57 Alaskan residents, and we actively seek out 
new business with qualified commercial fishermen in the State. However, we readily acknowledge that 
there are loan applicants who are not eligible and/or creditworthy by our statutory, regulatory, or internal 
standards; and it seems appropri ate that the State o f  Alaska attempt to serve those individuals with 
public funds. The proposed CS HB 304 (FSH) as originally introduced appeared to help clarify that 
purpose and intent.

We view the CS HB 304 (FIN), as rational and constructive adjustments and clarifications to a public 
program which in recent years has overlapped into areas and activities well-served by private lenders.

We are concerned by the potential effects o f  the amendments introduced by the House Resources 
Committee.

We especially are concerned with the seeming uncertainty as to the interest ratc(s) to be charged by the 
CFRLF. We suggest that public funds in this instance should most appropriately be viewed as a vehicle 
providing access to credit by eligible residents rather than as a means o f  offering a potential bargain to a 
chosen few. Whether or not the State o f  Alaska is actively borrowing at any particular point in time, 
there is a cost which can be imputed to any use o f  public funds; a cost which will generally retleci the 
broader funds market indices. We urge that CFRLF loan pricing policies be mandated to reflect those 
imputed costs.

We ask that the Legislature adopt CS I IB 304 (FSH) as it was passed out o f  the Finance Committee. 

Thank-you for your consideration.

Sincerely,

M ichael G. W ittman 
V ice President
N orthw est Farm C redit Services

5/1/2006

■

mailto:Michael.Wittman@farm-credit.com
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Fisheries Branch
1 tOO W  Nickerson St. Suite 215

Seattle, W A  98119
206 691-2010 direct
206 691-2005 fax
206 849-9908 mobile

CONFIDENTIALITY NOTICE: This c-niail transmission may contain confidential information. This 
information is solely for the use o f  the individual(s) or entity to whom or which it was intended. If you 
have received this email in error, please immediately notify the sender by reply e-mail. Please delete this 
e-mail from your files i f  you are not the intended recipient. Thank you for your compliance.

5/1/2006



APR-21-2006 FR1 04:54 PH dells Fargo FAX NO. 907 265 2807

Sta ler Bank Administration
MAC K32I2-0S1 
P.O.Box 196127 
Anchorage, AK 99519

WilliriroolWiliNA

A pril 21, 2006

Rep. John Coghill 
A laska  House of Representatives 
S ta te  Capital Room 204 
Juneau, A laska 99801-1182

Re: CS HB 304 (FIN)

D ea r Representative Coghill:

W e lls  Fargo Bank, A laska Region, is interested in CS HB 304 (FIN) which 
addresses the Alaska Com m ercial Fishing Revolving Loan Fund (CFRLF). 
Specifica lly, we support the rem oval o f an interest rate cap on loans m ade by this 
fund  as proposed in the  current vers ion  supported by the Finance Com m ittee.

W e lls  Fargo Bank is actively invo lved in lending to com m ercia l fishermen 
throughou t the state. M any o f ou r key store locations are situated in areas that 
have  significant com m ercia l fish ing activities. As a m arket rate lender in this 
industry  we view a rate cap as a rb itra ry  and see it as an unfair advantage in a 
s itua tion  tha t should a llow  fa ir com petition.

W e ask that the Legislature adopt CS HB 304 (FIN) as it was passed out o f the 
F inance  Committee.

inr* eki-ealw

S e n io r V ice President 
S e n io r Regional C redit O fficer



ALASKA DIVISION OF INVESTMENTS 
Department of Commerce, Community, & Economic Development

Commercial Fishing Revolving Loan Fund 
Historical Summary

________________ (Dollars ir Thousands)_________________
A S  1 6 . 1 0 . 3 0 0  - . 3 7 0 ;  e n a c te d  in  1 9 7 2 3  A A C  8 0 . 0 1 0 - . 9 0 0

Eligibility
Purpose All Sections: Must be an Alaska resident for a continuous period o f  the past 2

years immediately preceding the date of application, and;
S E C T I O N  A :  5 3 0 0 , 0 0 0  M a x im u m

P u rc h a s e  l im ite d  e n try  p e rm its ; u p g ra d e  
e x is t in g  v e s s e ls  d  gea r to  im p ro v e  the  
q u a lity  o f  A la s k a  sc od .

P o s s e s s e s  a  c rew m em b e r o r  c o m m e r c ia l  f i s h in g  lic e n se  o r  a  p e rm it  f o r  th e  y e a r  im m e d ia te ly  
p re c e d in g  d a te  o f  a p p lic a t io n , a n d  a n y  o th e r  tw o  o f  the past f iv e  y e a r s ,  a n d , h a s  b e en  
a c d v e ly  p a rt ic ip a t in g  in th e  f i s h e r y  d u r in g  th o se  p e r io d s .

S E C T I O N  B :  S 1 0 0 , 0 0 0  M a x im u m
P v c h a s e  l im ite d  e n try  p e rm its , v e s s e ls  o r  
g e a r ; r e p a i r , re s to re  o r  u p g ra d e  e x is t in g  
v e s s e ls  o r  g e a r ; u p g rad e  e x is t in g  v e s s e ls  a n d  
g e a r t o  im p ro v e  the q u a lity  o f  A la s k a  s e a fo o d .

B e c a u s e  o f  la c k  o f  t ra in in g  o r  la c k  o f  e m p lo y m e n t  o p p o r tu n it ie s  in  th e  a re a  o f  re s id e n c e , 
d o e s  n o t  h ave  o c c u p a t io n a l o p p o r tu n i t ie s  a v a i la b le  o th e r th an  c o m m e rc ia l f is h in g , o r ;

Is  e c o n o m ic a l ly  d ep en d en t o n  c o m m e r c ia l f is h in g  fo r  a l i v e l i h o o d  and  f o r  w h om  
c o m m e rc ia l f is h in g  has b e e n  a t r a d i t i o n a l w a y  o f  l i f e  in  A la sk a .

S E C T I O N  C :  S 3 0 0 , 0 0 0  M a x im u m
P u rc h a s e  q u o ta  sh a re s  fo r  the  h a lib u t  o r  
s a b le f is h  fis h e r ie s .

F o r  a n y  tw o  o f  the past f i v e  y e a r s ,  p o s s e s s e d  a  c rew m em b e r o r  c o m m e r c ia l f is h in g  lic e n se  
o r  a  p e rm it  and  a c t iv e ly  p a r t ic ip a t e d  in  a  f is h e r y  f o r  w h ich  the lic e n s e  o r  p e rm it  w a s  is su e d ;

Q u a li f i e s  as a  tra n s fe re e  f o r  q u o t a  s h a re s , a n d ;
Is  n o t  e lig ib le  f o r  fin a n c in g  f r o m  o th e r  c o m m e rc ia l le nd e rs .

S E C T I O N  D :  S 3 0 , 0 0 0  M a x im u m
,r>ro v id e  lo a n s  to  s a t is fy  past d u e  fe d e ra l ta x  

l ig a t io n s .
H a s  h ad  a c rew m em b e r o r  c o m m e r c ia l f is h in g  I'e en se  o r  a p e rm it  f o r  th e  y e a r  im m e d ia te ly  
p re c e d in g  the da te  o f  a p p lic a t io n  a n d  a n y  o th e r  w o  o f  the past f i v e  y e a r s , and  h a s  a c t iv e ly  
p a rt ic ip a te d  in  the fish e ry ’ d u r in g  th o s e  p e r io d s ;
B e c a u s e  o f  la c k  o f  t ra in in g  o r  la c k  o f  e m p lo y m e n t  o p p o r tu n it ie s  in t h e  a re a  o f  re s id e n c e , 
d o e s  n o t  h ave  o c c u p a t io n a l o p p o r tu n i t ie s  a v a i la b le  o th e r th an  c o m m e rc ia l f is h in g , o r ;

I s  e c o n o m ic a l ly  d e p en d en t o n  c o m m e rc ia l f is h in g  fo r  a l i v e l i h o o d  an d  f o r  w h om  
c o m m e rc ia l fis h in g  has b e en  a  t r a d i fm n a l w a y  o f  l i f e  in  A la s k a .

S E C T I O N  E :  S 2 . 0 0 0 . 0 0 0  M a x im u m
P ro v id e  lo a n s  to  q u a li f ie d  C o m m u n ity  Q u o ta  
E n t it y  ( C Q E )  c om m u n it ie s  f o r  th e  p u rc h a s e  o l  
Q u o ta  S h a re s .

C Q E  is c e r t i f ie d  b y  N M F S  and  is  e l i g ib le  t o  h o ld  Q u o ta  sh a res .
C Q E  is in  g o o d  s ta n d in g  w ith  th e  s ta te  a n d  fe d e ra l g o v e rnm en t.
C Q E  is n o t e lig ib le  f o r  f in a n c in g  f r o m  o th e r  r e c o g n iz e d  c o m m e rc ia l le n d in g  in s t itu t io n s .

S E C T I O N  1 1 :  5 3 0 0 . 0 0 0  M a x im u m
R e f in a n c e  d e b ts  in c u rre d  b y  a  b o r r o w e r  to  
p u rc h a s e  a  c o m m e rc ia l fis h in g  v e s s e l o r  g e a r .

Q u a li f i e s  f o r  a  lo a n  u n d e r  s e c t io n  A , B ,  o r  C .

T e r m s :  In te re s t  ra te : F ix e d  ra te  a t P r im e  p lu s  2 % ,  n o t  t o  e x c e ed  1 0 .5 % . (P r o d u c t  q u a l i t y  im p ro v e m e n t  is P r im e  ra te  m in u s  2 % . )  
M a x im u m  lo a n  te rm : 1 5  y e a rs

Statistics as o f June 30, 2005

T o t a l  a p p r o p r i a t i o n s  t o  R L F :  
T o t a l  a p p r o p r i a t i o n s  f r o m  R L F :

6 0 , 2 0 1 . 0  L a s t  a p p r o p r i a t i o n  R L F :  F Y 8 5  3 . 7 1 0 . 0  
( 8 7 , 3 1 3 . 5 )

N e t  o f  a p p r o p r i a t i o n s : ( 2 7 , 1 1 2 . 5 )

T o t a l  n u m b e r  o f  l o ;  n s  c o m m i t t e d : 6 , 1 5 2  N u m b e r  o f  a c c o u n t s  o u t s t a n d in g : 2 , 5 8 0

T o t a l  d o l l a r s  c o m m i t t e d : 3 8 2 , 1 0 4 . 9  P r i n c i p a l  a m o u n t  o u t s t a n d in g : 8 6 , 1 9 0 . 0



ALASKA DIVISION OF INVESTMENTS 
D epartm ent of Commerce, Community, & Economic Development

Commercial Fishing Revolving Loan Fund 
Statistical Summary'
(Dollars in Thousands)

AS 16.10.300-.370: enacted in 1972 3 AAC 80.010-.900

Statistics as o f  June 30, 2005

Total appropriations to RLF:

Total appropriations from RLF:

Net of appropriations:

Total number of loans committed:

60,201.0 Last appropriation RLF: FY85 

-89,168.4

-28,967.4

g j 59 Number of accounts outstanding:

3,710.0

2,580

Total dollars committed: 382.558.7 Principal amount outstanding: 86,100.0

1 ‘7#

Ci,  J  ' I f
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s , j \  ? V  \ UNITED STATES DEPARTMENT OF COMMERCE 
Nattioruil Qc»»nic and A tm ogphariu ActmirWmir at4on
NATIONAL MAfllNE RSH C T IH  SERVICE

Financial Services Branch 
7600 Sand Point Way N.E.
BIN C15700, Building 1 
Seattle, W A 98115

We are accepting applications for the Halibut and Sablefish Fisheries Quota 
Shares Loan Program (HSQS Loan Program) for fiscal year 2006. We 
encourage you to submit your loan application. If approved, you will have 
upwards of four years to utilize your NMFS loan.

Our loans have competitive rates and can extend up to 25 years. Payments arc 
due on a quarterly basis and prepayments are allowed w ithout penalty. Primary 
collateral is the Quota Shares, and a Preferred Ship Mortgage may be required If 
you own a U.S. Coast Guard documented vessel (see attached letter from 
Michael Grable for explanation). Guarantees may also be required.

Please complete the following forms enclosed with this letter (If this Is a joint 
application, each applicant must fill out and sign the enclosed forms.)

1) Our application, NOAA Form 88-1

2) Tax Information Authorization Form

3) Certification Regarding Lobbying Form (extra form for co-apolicant)

4) Applicant for Funding Assistance Form (extra form for co-applicant)

In addition, please provide the following:

• Proof of U.S. citizansh’p. (Photocopy of a birtn certificate or U.S. passport,)
If this Is a joint application, both parties must provide proof of citizenship

• Copy of Transfer Eligibility Certificate (TFC) issued by the RAM Division. If
you need to obtain a TEC, contact the RAM Division at 1-800 304-4846. Be 
advised that the RAM Division will not issue a hired skipper cam or allow 
quota shore to be leased by a fisherman that i t  aporoved for a loan through 
our program. Tbe RAM Division can be reached at 1-800-304-4846.

• Copies cf comolote personal and/or business tax returns for 2003,2004 and 
2005.

• Porsonal Balance Sheet, (see attachod example)

©  PrW a on deer tied *■*<•

•*v



• Copies of recent bank statements showing cash on hand. Please Include 
IRAs or other investment accounts as well.

• Copy of tax assessment o r appraisal showing your home's value. Please 
provide the same for any additional properties you may own.

•  List of typical monthly living expenses. Examples - mortgage/rent, utilities, 
food, auto payments, auto insurance, health Insurance, credit cards, other 
consumer loans, student loans, child support and miac. expenses.

• A brief outline of your fishing experience Bnd any other information you feel is 
relevant in our review o f your experience and skills as a fisherman.

•  What type of IFQ do you intend to purchase?

• Indicate how you intBnd to fish the Quota Shares, (i.e. -  on your own vessel 
or someone else's vessel).

- If on your own vessel, provide your estimate of costs fo r fuel, bait, food 
and crew wages to fish the NMFS financed Quota Shares.

- If on someone elae's vessel, provide the percentage of gross revenues 
you expect to reoeive from your Quota Shares.

• Name of fish processor you plan to deliver to. If available, please provide 
contact name and phone number.

• Copy o f U.S. Coast Guard Certificate of Ownership for each vessel you own.

• Yaur acknowledgement that you will be aboard any and all vessels on which 
Quota Shares financed underth is program is fished at the tim e such Quota 
Shares are fished.

• Employer references for applicant and spouse, (unless 100% of your Income 
is self-employment income)

» Three personal references. Provide names and ohone-numbers.

Please provide your return address on all correspondence to this office. Also 
provide i.'j phone-numbers arid/or e-mail addresses that we may contact you at 
from the months of February -  September.

For further information you may contact us at (206) 526-6122. Ourfox-numberis 
(206)526-6306. You maV also e-mail us at NW FinancerSDnoao.gov



T bo  P f i i e r i a i  f in a n c e  P ro g ram  (F F F )  is a  d ir e c t  
go ve rnm en t lo an  p ro g ram  au th o r iz e d  u n d e r  T it fe  X I  
o f  the M erch an t M rui/ra A c 4 o f  1936 .  an em en ded , lh a l 
re ce iv e s  an annun t lo an  a n lh o i i ly  Tram  C o n g re ss  (o 
p ro v id e  long- term  lo an s  In ( lie  a q u a c u ltu re , 
in s r lc u l lu r c , n c d  c o m m e rc ia l f is h e r ie s  in d u s tr ie s .

Eligible Projects
F in an ce  Refinance

«ud O o ly
R e f in an ce  

AquacallureA Maricutfure 
Facilities 

New conilruclinn 
Purchase Existing
Recomlnidion 

r i lh e t j t l  Shoves lire 
i ' i c l t i l t a
N ew  con at ru c t io n  
P u rch a to  E a is l in g  
R eco n s tru c tio n  

P b b to g  V c n t l*
N ow  co n sb u c lia o  
P u rcha se  E s i i t in g  
R econa tn jch ’cn  
N o  m a e a ic d  
F ish in g  ca p a c ity  
R econstruction 
ln c rra sed  lith in g  
C ap a c ity

It  there ■ m n linunt or minimum toan amount? 
No Tha loan mrmmt catmol excard Hllli of (lie 
eligible project (.-uni. The only constraint is tho 
iinounl o f loan aulhotily Congicsi authotirca for Ihe

FF I* on  an  an nual tiaail, and  tho an n u a l lo a n  
p rio rities .

W h a t a r e  th e  &»"'•*!»»o f  th e  F F P 7

L ong-term , fixed  »u - loans w ith  in le rest m te i 2% 
ov er the  U .S . T re a iu ry 's  coat u r fu n ib .  O il l  the 
R eg io n a l F ioan d a l Serv ices O fiio e  in  y o n r  a i e i  for 
curren t ra tes.

L oan m o lu tilie s  up  to 25 years, b u t n o t ex ceed ing  d ie 
eco n o m ic  usefu l life o fy o u r  p ro jec t. W lth a f ix o d -  
n i c ,  lo n g -te rm  l o u  you know  w b al y o u r pzym en la  
w ill b e  fo r live lilts o f  the Joan.

F F F  loans m ay  bd prepaid  at a n y tb o e  w ithou t 
penally .

I f  y o u  f in an ced  ihe  p tirch w c, co n s tru c tio n , 
reco n stru c tio n  o r  reanadiliuniD g o f  y o u r  p ro jec t w itit 
a  sh o rt- te rm  fender, you m ay w an t lo re fin an c e  that 
sh o rt-te rm  lo » a  w ith  a lon g -te rm  to an  o v e r  « longer 
p eriod  o f  lim a.

I f  you p a id  for tho p tu x b a ie , L oru lruclran , 
reouw ln ic tioD  or recond ition ing  o f  y o u r p ro jec t out 
o f  y o u r ow n  fimda, ■ FFP loan can  b e  u io d  to 
rc lm b u ise  n p o rtion  o f  w lial you paid .

Mo.il financing available to I lie fishing Industry 
restricts the term (a meet the needs o f  the 
financia l institution not Ihe fisheries borrower. 
Additionally, most available financing is 
variable rate rather than fixed rate.

FF I' financing considers the useful Ufa o f  the 
fishery asset In determining the term and 
establishes a fixed  rate fo r  the term o f  Ihe loan

A fixed rate can Jave money and will stabilise

cash flows. The increased term allows yon lo  
repay the loan over the earnings life o f  the 
fishery asset.
W h a t  aa*  th e  r f fg lM f ty  r e q u i r e m e n ts ?
s Must be a U.S. citizen.
/■ Good aarninga reand, net worth, and liquidity

behind pioJccL
✓ Fully tecared with borrower's nsaeU
✓ Principals' personal guarantees. Non-recouiso

credit is nut available.
✓ Good credit record,
✓ Strong primary collateral.

Vou should have at lea* I s 3-year history o f owning 
or operating Ihe liibvitca piojccl which will be live 
subject o f your proposed application or a 3-year 
biilory owning or operating a comparabfo project.

W h a t  1* n o t  (Ilglble7

S  N o  ven tu re  cap ita l.

S  No ila iM p  projects ur new business ventures,

l lu w  d o  I apply fo r  a  F F F  lo a n ?

Contact live Regional Fmnocial Services Office in 
you/ area. A loan officer will be glad to discuss or 
review your project with you to determine its 
eligibility tinder the program.

N o r th e a s t  Region
NOAA Piiherlea, Fieancial Services
11-15 Paikcr Street, Saito 2(M
Gloucester, MA 01930-1109
I’ltnne: 9/8-211-9201 Fax*. 978 281-9375

Sautheast KrgKnt
N O A A  FW ietki, F inancia l S e rv ices
9721 Executive Center Dr. N.
SI. Petersburg. FL 33702 2419 
Phone: 727-570-J377 Fax: 727-570 5380

N o r th w e s t  R egion
NOAA Fisheiie*. Finnnciil Servkes
7600 Sand Point Way. N.B. (O IN C 15 700)
Ufdg. 1, Seattle, WA 98115-6349 
PhnnK 206-526 6122 Fax: 306.526-6.106 
Hamit mv.rinanc«0it<iaagov
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XX
XX

XX

A rn tf  ab ility  

Cong rets mirrtall) attlboilui fundi for utt 
■luring th e  firs I q u a r t e r  of th e  c i l e u d a r  y e a r .
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Purtliaao or Re-finnrw»
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yearac Ejuimpf* A* or 10 /10 /05  
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No Ptepajm ant pennrtJe*

How io I la a rn n o ta  about Iba p u o g ia m o rg o t 
a n a p p ltn t ta n ? ?

Contact l b  «  2 0  W 2& -SJ72  Or 
E/nal rtw./TnancoMnoaajfov

ftho  .ttk  about our Vttmni 
Loan IVcgruin!
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A N A LYS IS .................... ..

seiners, trailers, and gill, drifl, and set 
nets—harvest salmon in both coastal and 
river fisheries. In every fishery there arc 
different issues, challenges, and opportu­
nities.

The state co n tro ls  th e  num ber o f  
boats under a lim ited  en try  perm it sys­
tem and reg u la tes  ha rv es ts  through 
restrictions on boat size, gear type, and 
riming o f openings. A lask a 's  biological 
salmon m anagem ent has been very suc­
cessful; the M arin e  Stew ardship  
Council (an  in te rn a tio n a l non-profit 
group prom oting w ell-m anaged  fish­
eries) has recognized A lask a ’s manage­
m ent as ‘'su s ta in ab le ."  The salmon 
industry is still one o f  A laska's top 
employers, w ith thousands o f  jobs in 
fishing and processing  and m any more 
in other businesses that depend indirect­
ly on salmon fishing.

W hit’s the Problem?
The prices fisherm en are  paid for their 

catches have plum m eted. From the peak 
in the 1980s to the bottom  in 2002. total 
annual earnings in  the salm on fisheries 
plummeted by tw o thirds. A nd as salmon 
prices and fisherm en 's earnings fell, so 
did die value o f  lim ited  entry permits. 
Overall permit values declined about two 
thirds, with losses varying among fish­
eries. And if  we ad just those figures for 
inflation— to show the change in pur­
chasing power over tim e—  the fell in 
both comings and perm it values is even 
steeper, near 75 percent.

Unable to cover their costs, thousands 
o f salmon perm it holder*— both resi­
dents and non-reaidents— q u it Gibing. 
B ut A iaikanj have been  hardest hit. The 
num ber of resident perm it holders active­
ly fi3hing dropped 40  percen t between

1988 and 2002, com pared with 27 per­
cent among non-residents. The decline 
among Alaskans w as bigger because the 
sm all-scale opera to rs w ho are m ost 
affected by low er prices— setnetters and 
hand-trollers— are predom inantly
Alaskans.

The causes o f  the decline are complex 
and vary by fishery. The biggest has been 
competition from  fanned  salmon, but 
smaller sockcye harvests, changes in the 
food industry, and an economic slow­
down in Jap an  (h istorically  A laska's 
most im portant m arket) have also con­
tributed. Since hitting lows in 2002, total 
earnings arc up— but not in all fisheries.

Why Restructure?
Restructuring can have many goals—  

but keep in m ind that it is not an attempt 
to im prove conservation : A laska 's

IFQ L$m s
W h e n  you  need  to^bn&d y o u r  fish in g  
buA ine»s, com e to  f l a t  B a n k .I i.

'  ' I H j  len d e rs  u n  

b u s in e s s  arid carr'oi 

a n d  t e r r a M f fh e lp  y6 i

jGsbing 

’petitive rates’ 
inesygjrow,

JuAeau A
Sitkfe ■ V 4 7 A 8 3 S -  Ketobiktt) ,22WfJUfA

' d k V  £  I j & M  a
V K
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ALASKA DIVISION OF INVESTMENTS 
DEPARTMENT OF C O M M U N E  AND ECONOMIC DEVELOPMENT

MEMORANDUM

TO:

FROM:

DATE:

Greg Winegar 
Lending Branch Manager

Lujean Fedotov
Anchorage Lending Section Supervisor 

February 21, 2006

SUBJECT: Interest rate survey

Per your request I conducted a survey of several lenders who make commercial fishing loans. 
The following information was received on February 21, 2006 via telephone conversations:

FARM CREDIT. Erik Olsen. S r Credit Officer. Soattic. Washington, 206-691-2000
TYPES OF LOANS: Farm Credit is a pnvete cooperative witn S5 billion in assets, $90 million 

in net revenues, returning .7% to shareholders in 2005. Farm Credit 
finances quota shares, vessel upgrades, vessel refinances, vessel 
upgrades or other valid purposes for fishermen, processors, or 
commercial fishing-related businesses for individuals who live in Oregon, 
Washington, and Alaska, Idaho, and Montana, Farm Credit specializes in 
all types of loans, including vwestment properties, residential properbes, 
etc for commercial fishers and families.

IFQs;

VESSELS;

RATES:

OTHER INFO'

5-15 year term. 1% fee + S300 - S500 verification/filing fees cnarged at 
closing, rates variable or fixed, with a maximum 50% of value of IFQs as 
collateral value,

10 years on exsting, 15 years on new vessels, 1% fee ♦ COO - 5500 
verificatian/filrng fees charged at dosing, rates variable or fixed 
Maximum collateral LTV is 60% on a new vessel and 50% on nxisting 
vessels.

Current interest rate for an average borrower P + 2%, currently 9.25%, 
and can lio the rats to UBOR as wall. Rates are fixed or varuble and 
vary, dependent upon borrower strengrth, use of a priting card, which 
indudcs liquidity, debt/B sset ratio, product'on/)iabiity rato. LTV, and 
earning/debt coverage ratio. Funds are purchased from AgAmenca or 
from Western Farm Credit Bank in California

According to Mr Otson. vessel upgrades, IFQ purchases, vessel 
purchases, and family transfers (where the younger generation is buying 
all or part of a parent's fishing business) an# currently the most active loan 
requests. They can make construction loans and have technical helD 
available to borrowers.

WEB SITE. www.farm-credlt.com

http://www.farm-credlt.com


Interest m e survey Toaihi February 21, 2006

WELLS FARGO BANK, Jon  Stavrc. Cordova - 42A-325B 
e-mail: jon.k.stavig@weflsfaroo.nom
TYPES OF LOANS: IFQs, vessel purchases, vessel refinances, upgrades. Most active types 

of loans this season are vessel purchases, repowerlng, and woriting 
capital.

IFQs:

IFQA/ES5EL
COMBO:

VESSELS:

O TH E R :

RATES: 

WEB SITE:

5 -7year term, 50% LTV, 1% loan fee, variable rates, typically P + 2%, 
currently 9.25%. variable.

7-10 year term, 50% LTV, 1%loan fee, variable rates, typically P«- 2% 
currently 9.25%, variable,

7-10 year max term for existing vessels, 10-year term for new vessels. 
Vessel financing is 75% LTV, 1% loan fee, Prime + 2% currently 9,25%, 
variable.

Jon states that the general attitude in the local PWS fishery economy is 
that the drift fleet will be fine this year, but the salmon seine fishery wtt 
likelv face challenges wtth the hatcheries in cost recovery mode. Those 
who participate in the batrom fisheries will continue to be strong.

Most loans are vocable rate of P + 2% currently 9.25%.

Wells Fargo has a wtb site at www.wellsfargo.com,

FIRST NATIONAL BANK ALASKA. Mike Dye. Branch Manager. Homer, Alaska -  235-5B01 
e-mail: mcfye@fnbaia6ka.cofn

TYPES OF LOANS: IFQs and vessels on a case-by-case baais to strong borrowers or to those 
who have long term relationships with FNBA and/or other collateral to 
pledge as security.

TERMS:

RATES

WEB SITE

Vary, will base loan on 50% Loarvto-Value of IFQs or vessel, 1% bank 
fee +■ dosing costs, term usually 5-7 years.

Most loans are variable rales. Variable rate is commonly P + 2%. 
currently 5.25%.

FNB has had little change in rates and terms In the past year enroept the 
increasing pnme interest rate

www.fnbalaska.com has no information concerning commercial fishing 
loans.

mailto:jon.k.stavig@weflsfaroo.nom
http://www.wellsfargo.com
http://www.fnbalaska.com


Interest toe mwvcy results Pa«e3 February 21.2006

CFAB. Bob Clark. VP. Anchorage. Alaska -  276-2007 e-mail: robart@cfgbala8ka.com

TYPES OF LOANS: Permits, quota 9hares, vessels, tourism, processing plants in Alaska, 
tenders

PERMITS:

IFQs;

VESSBJPERMIT: 
OR IFQ COMBO

VESSEL ONLY:

FEES/TERMS:

PATRONAGE
REBATE:

1% loan fee. variable rates, currently 7.5%, no set Loan-to-Value.

1 % k)Bn fee, variable rates, currently 725 %, with 50% loan-to-Vatus. 
(This is the only rate that has changed since 2005)

1 % loan fee, variable rates, currently 8.0%

1% loan fee, variable rates, currently 9,0%

CFAB requires that borrowers purchase 2% (cap of $2500) of Class 8 
preferred stock. Term is usually 10-12 years. Smaller loan amounts 
have shorter terms. Interest rate base for CFAB is 6.0%, same as 2005.

Interest rate can change at any time. Payments are fixed for 3-year 
periods. Interest rates are set based on base rate plus a percentage with 
collateral being the determining factor.

Borrowers receive up to 1% check back from CFAB annually. The CFAB 
Board derides annually what percentage borrowers will receive.

SOURCE OF FUNDS: Spokane Bank of Cooperatives (blended bond rate)

OTHER INFO: Most active loan types are salmon permits & boats with most activity in
PWS and SE fisheries. IFQ market Is tight A few tourism loans are 
being done.

W E B S ITE www.cfaba taska.com is informative and has applications on-line

NORTH RIM BANK. Herman White. A nchorage-261-3558

TYPES OF LOANS: Northnm Bank is not making direct commercial fishing loans, refers 
commercial fishing business to CFAB.

Note: Originally called Northrim Bank to talk to Stephen Street, formerly of 
ABbc, about loans and interest rates Stephen Street resigned Northrim 
a week ago.

mailto:robart@cfgbala8ka.com
http://www.cfaba
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NMFS Financial. Paige Parafclchc. Loan Officer. 7800 Sand Point Way ME. Bin C l5700, 
Bldo. 1. Seattle, WA 9B115 - 206-S26-S122

TYPES OF LOANS: Quota Share purchases and refinances, vessels, Aquaculture, and Shore- 
based processors. $5,000,000 has been designated as IFQ financing 
and $59,000,000 has been designated for vesseii/prooaescrs.

VESSELS:

IFQs:

TERMS:

O T H E R :

Most vessels are 52,000,000 or over in purchase pries.

Purchases are 80% Loan-to-Value, must pay 20% down in cash. 
Refinances are 80% Loan-to-Value. Not able to do the new crab quota 
shares yet, but talking about it

Term is up to 25 years. Little change in interest rates from 2005. Rates 
are fixed - based on T-Bill rate (at www.treas.gov) + 2% (interest rate 
currently 6.57% for 10 years and 6.72% for 20 years -  up about .25% 
from 2005), Prequallfications are issued with no set time limit to find 
quota shares to purchase. Most IFQ borrowers are Alaska, Washington, 
or Oregon residents.

Funding is seasonal with NMFS Financial. They receive funding in March 
each yaar-$5,000,000 for quota and this year and last yearfor quota 
shares* 559,000.000 for vessals. Commitments are issued when funding 
is available.

There is no prepayment penalty, but there is a default rate on a case-by- 
casa basis. Borrowers lose their "initial issued' status if financed by 
NMFS Financial. If a borrower owns more than 50,000 pounds of quota 
shares, he is ine. for financing. Borrowers cannot own a vessel 
larger than 60'.

NMFS Finandf*1 
Equity in the

■yds a vessel .mortgage on all quota share loans 
in issue for the mortgage.

There are fo- 3 ~s m the program over the past year.

http://www.treas.gov


SENATE COMMITTEE REPORT

DATE: 4/25/06 FURTHER: ( Finance

DATE TURNED 
IN TO OFFICE: 5

Resources Committee considered CS FOR HOUSE BILL NO. 304(FIN) am

HB 304 COMMERCIAL FISHING LOAN PROGRAM 

"An Act relating to the commercial fishing loan program; and providing for an effective date."

M i

and recommends:

] be rep laced  with 

] adopt p re v io u s  _

CS

CS

] attached amendment(s)

] adopt Letter of Intent by 

] further referral to ______

NEW FISCAL NOTE(S):

Departm ent Date Fiscal Indet. Zero FN#

3
/

[ ] A PPR O PR IA TIO N  - n o  f is c a l  n o te

Er/lb/']

D y s c n

Sfolnwi)  

0. b k iC tv

tA)ay>imt-Y

SIGNATURES AND RECOMMENDATIONS:

Committee

Com m ittee

CS Senate B ill:
[ ] Same Title 
[ j New Title

SCS House B ill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

SC R #

PREVIOUS FISCAL NOTE(S):

Departm ent Date Fiscal Indet. Zero FN#

.




