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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2006 LEGISLATIVE SESSION Bill Version: s sesii
(H) Publish Date:

Revision Date/Time (Note ifcorrection): Dept. Affected: Commerce

Title Commercial Fishing Loan Program “RDU Investm ents (122)
Comoponent Investm ents

Sponsor Coghill

Requester Finance Component No. 383

Expenditures /R evenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 20009 FY 2010 FY 2011 FY 2012
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claim s
M iscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
ICAPITAL EXPENDITURES I I I
ICHANGE IN REVENUES (1036) 0.0 (21.8) (42 9) (63.2) (82.5) (100.9)]
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 G F Match
1004 G F
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

Estim ate of any current year (FY2006) cost: 0.0
M ark this box (X) if funding for this bill is included in the Governor's FY 2007 budget proposal:
POSITIONS
Full-tim e
Part-tim e
Temporary
ANALYSIS (Attach a separate page ifnecessary)
This bill would m ake several changes to the Commercial Fishing Revolving Loan Fund (CFRLF). Two of the

changes would result in fewer loans being m ade that would reduce the amountof interest earned by the

$300,000 to

fund Section 1 ofthe bill would reduce the amountofvessel and gear refinancing allowed from
$200,000. The department estim ates that this would result in one fewer loan each year totaling $200.,000. A
9% interest rate and a 9.6% delinquency rate were used in the calculation.

Section 3 of the bill would reduce the total am ountthata borrower could have in outstanding loans at any

given point in time from $630,000 to $400,000. The departm ent estim ates that this would result in one less

rate was also used in this

loan per year totaling $68.,213. A 9% interest rate and a 9.6% delinquency
calculation .

Prepared by: Greg Winegar, Director Phone (907)465-2510
Division Investm ents Date/Time 4/19/06 10:13 AM

Approved by:  William C. | Il, Commissioner Date 4/19/2006
Agency Commerce, Community, and Economic Development
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Cyatnatdnmacs Cnmarity; [(ddqart
Commercial Fishing Revolving Loan Fund

Historical Summary

(Dollars in Thousands)

Eligibility
Purpose AllSections: M ustbe an Alaska residentfor a continuous period ofthe past?2

years immediately preceding the date ofapplication, and;

SECTION A $300,000 M axim um
Purchase lim ited entry- perm its; upgrade Possesses acrewmember or com mercial fishing license or a perm it for the year im m ediately
existing vessels and gear to im prove the opreceding date of application, and any other two of the past five years, and, has been
quality of Alaska s-afood actively participating in the fishery' during those periods

S ECTI10 N B : $100,000 M axim um
Purchase lim ited entry' penults, vessels or Because of lack of training or lack of em ployment opportunities in the area o f residence,
gear; repair, restore or upgrade existing does not have occupational opportunities available other than commercial fishing, or.
vessels or gear; upgrade existing vessels and

Is economically dependent on commercial fishing for a livelihood and for whom

gear to im prove the quality ofAlaska seafood.
com mercial fishing has been a traditional way oflife in Alaska.

SECTION C: $300,000 Maxim um
Purchase quota shares for the halibut oi For any two of the past five years, possessed a crewmember or commercial fishing license
sablefish fisheries. or apermitand actively participated in a fishery for which the license or perm it was issued;

Qualifies as a transferee for quota shares, and:

Is not eligible for financing from other com mercial lenders.

S ECTION D $30,000 M axim um

Provide loans to satisfy past due federal tax Has had a crewmember or commercial fishing license or a perm it for the year immediately
lligations. preceding the date of application and any other two o f die past five years, and has actively

participated in the fishery during diose periods;

Because of lack of training or lack of em ployment opportunities in the area of residence,

does not have occupational opportunities available odicr dian commercial fishing, or;

Is economically dependent on commercial fishing for a livelihood and for whom

commercial fishing has been a traditional way of life in Alaska.

S ECTION E : $2,000,000 M axim um

Provide loans to qualified Community' Quota CQ E is certified by NM FS and is eligible to hold Quota shares.

m

ntity (CQE) communities for the purchase o(
CQE is in good standing with the state and federal governm ent.

Quota Shares

CQE isDoteligible for financing from other recognized commercial lending institutions
S ECTION 11: S$300,000 M axim um

Refinance debts incurred by a borrower to Qualifies for a loan urder section A, B, or C

purchase a commercial fishing vessel or gear.

Term s: Interest rate: Fixed ;ate at Prime plus 2% , notto exceed 10.5%. (Product quality improvement is Prime rate minus 2% .)

M axim um loan term: 15 years
Statistics as ofJune 30,2005
Total appropriations to R LF 60,201.0 Last appropriation R LF FYB85 3.710.0
Total appropriations from R LF: (87,313.5)
. Net ofappropriations: (27.112.5)

"Tad ninfer dFlarsaonmitied 62 Nnedamrsasady 2R)
Tad dlasanmitied 86.190.0
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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 ofJune 30, 2005

Total appropriations to R LF: 60.201.0 Last appropriation RLF: FYB8S5 3,710.0
Total appropriations from R LF 89,168 .4
Net ofappropriations: 28,967 .4
g 159 Number ofaccounts outstanding:
Total number of loans com m itted: 2,580
Total dollars com m itted : 382,558 .7 Principal amount outstanding: 86.190.0

H 1 JcJt
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Too Fti&eriti florae# Prognra (F1P) fe a direct
government loan program aullorixad under HUe XJ
of (e MitcJianl Marine Ad of 1WA m amaaded, tfcal
receiver in annual loro authority from Corpus to
B]rp\_nde loisglerns loins U~ the aquaculture,
iricullure, and com m ercial fish aria* industries

Eligible Project* _
finance Refinance
Only

.. Refinance
AgustatInft A MirituMnre

Now conilruclkut XX
ring

niharitnBharerltfe
radiilks
Na.w .mnalrucl.l_on X X
Puicfiaaa Enuiiog XX
Reoonstructien XX
Pbbfog Vwaib

Purchese Faiilinr XX

econa troch'oa

Fiablng capacity X X

Reconttivetinn
Increared fishing

Capacity

AratJability
Cnngrers mm<i(y eulborlna fuadj For uia
during (be P/il quarter of (fit rtieiidsr ytar.

Is (bare a mrrltnum or mbtinruns toon amount?
0. Ths loan amount cannot exceed RUYof the
eligible pr<|)Ject coal. The only conatrainl Jathe
mmourt of [oan authoiity Congress authorizes foi the

&

FPP anan annual besis, sod thoannual loin
priorities.

What are tha banaflfs of tho FTP7

Long-Leub, fined rale loans with imerest rates 2%
over the U.S. Traaaury's cost of bndi. Call the
Regional Financial Service* Office inyoar net for
current rates.

Ixim maluriliea np 1025 years, butoote  ding the
economic uaoft] Irfc of yoar pr\?d%. With a fixed-
rate, luog-terai lau you know wihat your payments
will be for (e lire of tte loan.

AirPtotal may bd prepeid at anytime without
penally.

oufinanced the purchese, conslructinn,
reconstruction or rtcoadihcning ofyour project with
mebort term fender, you na%/arv\ant 0 refinance
short-bum lo<a with a lang-tarro branover a longer
period of lime.

Ifyou paid Tortho parehue, construction,
reoumlinictioo or recoodilloniiiB of year project net
ofyour oanfmdv, a FFP loan can e used to
rdimburae a portion of what you peid.

Monlfinancing available to the fishing Industry
reitrich the term to meetthe rinds ofthe
financialinstitution not thefisheries borrower.

Additionally, nutsl availablefinancing is
variable rati rather thanfixed rale.

FFPfinancing considers the useful life o fthe
fishery asset In determining the term and
establishes afixed rah for tha term o fthe loan,

Afoedralecan saemoney end will skdlllie

cashflos. The inoreessdtermal loasyon to
repay tte lcenover ttre eamiings lieoftte

fideryast.
What ara toe elfglbilty r«gairtmtnti7

S MustheaUs. ortiaen

</ Good eomings record, net worth, and liquidity
behind project

Fully eocired with borrower™* aeeeta

S Principals’ pesionaJguarcnirw. Norvrecouise
crediit lanot available.

Y flood credit record.

S Strong primary coNaleral

You should bava at Inst a3-year history of owning
or operating tha fisheries project which will be tire
subject of your proposed application or m8-yetr
history owning or operating a comparable project.

What Is not t(lg]bla7

S No venture capital.
J  No statfap projects or now business ventuiea.

flow da I apply tor is FFr lots?

Contact the Regional Ftaauciai 3«nrica* Office in
you aiea. A loan officer will be glad to discuss or
Sevftw your project with you to determine its
e|lglbl|l¥y under the program

Norfoaaal Region _

NOAA Hahnritu, Fioincial Services
11-15 Father Street, Suite 204

Cluuceater. MA019)0-1119

Phone; 978-2H-9203 Fax: 978 281-9)75

Sautficait Region _ )

NOAA FUhttkt, Financial Service!

St bafte“n“b”u‘r’g”,w AL 33702 2419

Phone: 727-570-5377 Fax: 727-570 3380

Nojrtbneat Region _

NOAA PisJtulaa, Finantltl Services

7<00 Sard - ..... Way, N.B (BIN C15700)
Bldg. !, Seattle, WA 98115-4349

Phonr 206-526 <122 Fax; 21\W-526-6306
Hrall: mv.rmnKe@noaa.gov


mailto:mv.rmnKe@noaa.gov

NOAA FISHERIES
NAIQA L MARINE FISHERIES SERVICE

WS »1m NOW M V tfW IM
IPFItCATKIIU FM OU» HALMUTMID ISP**x

PIMIVIAM rirfiVtia 0« z06s

Wbaaaiwtfta alTgBIIBy ratpslirtrtaalaT . Up lo 80% Financing for IFQ
Musi b«aU.S. CIMran Purchaao or floAiiarron
Currantl/ pw, il Dun 60.000 ITQ Ib* a Compalil/va Flsad Raloaup lo 28
. yaatc taamp/aAt of 10/18/05
Hava a Eirglwwr'CanlJloaU

16 if+ 8 >r«6.71*

* NoPrepaynenl pena\Bé

Maw tol l«ain M ia abnirt 1Ini paojtamo” (*t
Mepgltar anti

From RAM or can qualify lor ona

Contact IS « 2f)6-63f1-81?3 Or Altamh aboutour Vacsnl
Emal nw.fnnnctGnaaagnr loan Program!
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ALYSS

itten. trailers. and gill, drift, and set
oeu—harvest sstacn in both coastal and
river fisheries. In every fishery there are
dIiI_fe_rent issues, challenges, and opportu
nitiei.

The state controls the number of
boats under a limited entry permit sys-
tem and regulates harvests through
restrictions on hoat site, gear type, and
riming of openings. Alaska’s biological
salmon management has been very suc-
cessful, the Marine  Stewardship
Council (an international non-profit
group promoting well-managed  fish-
eriesJhat recognized Alaska’s manage-
ment as “'sustainable.”” The aalmon
industry is still one of Alaska's top
employers, with thousands of jejs in
fishing and processing and many more
in other businesses that depend indirect-
ly on xaimon fishing.

Alaiks Fshm—raui's

What’s the Problem?

The prices fishermen are pud for their
catches have plummeted From trie peak
in the 1980; to the bottom in 2002. total
annual earnings ia the salmon fisheries
plummeted by two thirds. And as salmon
prices and fishermen's earnings fell, so
did trie value of limited entry permits.
Overall permit values declined about two
trimb. with losses varying among fish-
eries. And if we adjust those figures foe
inflation—lo show the change in pur-
chasing power over trine— the fell in
both earnings ind permit values is even
steeper, near 75 percent.

nable to cover their costs, thousands
of salmon permit_holdm—poth resi-
Cents and non-residents—quit - fishing
But Alaskans have been hardest hit. The
number of resident permit holders sctive-
ly fishing dropped 40 pcicent between

IFQ

W hen you need
basincm, come

and ten

uyffTbelp yb.

1988 and 2002. compared with 27 iJer-
cent among non-residents. The decline
among Alaskans was bigger because the
small-scale operators who are most

affected by lower prices— setnettcn and
hand-trollen—are predominantly
Alaskans.

and'lhe causefs cr>]f the dﬁclti)ne are ﬁom lex

ishery. The biggest hns been
com\r/g%% frorrny fannedg gsalmon, hut
smaller sodreye harvests, changes in the
food industry, and an economic slow-
down in Japan (historically Alaska's
most important market) have also con-
tributed. Since fritting lows in 2002, total
eamings art up—but not in all fisheries.

Why Restrwcture?
Restructuring can have many gosls—

but keep in mind that it is not an attempt
to improve conservation: Alaska's

I\dIns

your fighting
t Bank.

ta&ahing

grsi«/e rates

\ Pleastf cMaII one of/é

/AL » Dwmber 20*
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M EM ORANDUM

FROM - Lujoan Fedotoyv

Anchorage Lending Section Supervisor

SUEJECT Interest rate survey

Peryour request iconducted a survey of severallenders who make commercial fishing loans.

Tire following information was received on February 21. 2006 via telephone conversations:

FARM CREDIIT Erik Olsen. Sr Credit O fficer Seattle. W ashington 206-691-2000

TYPES OF LOANS Farm Credit i$ a private cooperative with S5 billion m assets, $90 million
in net revenues, returning .7% to shareholders In 2005 Farm Crdh
finances quota shares, vessel upgrades, vessel refinances, vessel
upgrades or Other valid purposes for fisherm en, processors, or
commercial fishing-related businesses for individuals who I've in Oregon,
Washington, and Alaska, Idaho, and M ontana Farm Cm ® specializes in
all types of bans, inciudng investm entproperties, residential properties,
etc for com m ercial fishers and fam ilies

I 5-15 year term. 1% fee + S300 - $500 verification/filing fees charged r
dosing, rates variable or fixed, with a m axim um 50% of value of IFQs as

collateral value

VESSELS 10 yeare on owst-ng, 15 years or.new vassals, 1% fee * $300 - $500
veriffcatbrvfsSng fees charged at dosing, rates variable or fixed
M aximum collateral LTV is 60% on a new vessel and 50% on existing

vessels.

R ATE S Current interact rate tor an average borrower P 2% . currently 8.25% ,
and can be the rate to LIBOR as well. Rates are fixed or variable and
vary, dependent upon borrower strength, use of a pricing card, which
induces liauidity, debt/asset ratio, productior/fato*ty ratio. LTV, and
earning/debtcoverage ratio. Funds are purchased from AgAmenca or

frorr W estern Farm Credit Bank in California

O THER INFO - According to Mr Otson. vessel upgrades, IFQ purchases, vessel

purchases, and family transfers (where the younger generation a buying

all or part o parent** fgshing nu.sunqss)lare curre"lly the qus.t aIle toar

availapie

WBYTE www.farm-credlt.com



http://www.farm-credlt.com

Interestme mvc; imlu Fetrary 21,2006

474258

«-m ail: jon.k.shrvig@ wrifcsfaroa.nGm

TYEOLONS 3 %I;%ﬁ\%@
e T/ Darks s ik Pi2)

(FQ/VESSEL

comMmBoO 7-10 year term . 50% LTV, 1% loan fee, variable rates, typically P + 2%
currently B.25% , variable.
VESSELS 7-10 yaar m ax term for existing vessels, 10 -year term for new vessels.

Vessel financing is 75% LTV, 1% loan fee. Prime ++ 2% currently 9.25% ,

variable .

OTHER: Jon stafc-s that 1he general attitude in the local P W S fishery economy is
that the driftfleet will be fine trite year, butthe salm on seme fishery w fl
likely face challenges wttri tfw hatchenes in costrecovery mode. Those
who participate in the bottom fisheries will continue Jo be strong.

R ATES M ost loons are vsnabte rite of P + 2 % currently 9 2 5V

V\%ﬂ Wells Fargo has a web site atw ww .wellefarga.com ,

FIRST NATIONAL BANK ALASKA. Mike Dye. Breech Manager. Horner” Atesfcg - 235-5801

e-m ail: mdye@ fntxalaska.com

TYPES OF LOANS: IFQs and vessels on acase-by-case basis to strong borrowers or to those
who have long term nHattonships with FNBA and/or other cotaterat to

pledge as security.

TER M S Vary, will base loan or, 50% loarvto-Value of IFQs or vessel, 1% bank

fee 1 closing cosU, term usually 5-7 years

R ATES M ost loans ere variable rates Variable rate is com m only P + 2% ,

currently 9.25%

FNB has had Irttte change in rates and term s In the past year except the

increasing prime interest ran*

W E B SITE www .fnbalaska.corn has nc informabon concerning commercial fishing

loans.


mailto:jon.k.shrvig@wrifcsfaroa.nGm
http://www.wellefarga.com
mailto:mdye@fntxalaska.com
http://www.fnbalaska.corn

[*tenwi»eiunveyreslt«

C FAB Bob Clark. VP

TYPES OF LOANS:;

IFQ s:

VESSEL/PERMIIT

OR IFQ COMBO

O N LY

VESSEHL

FEES/TERM S

RONAGE

EBATE:

SO URCE OF FJIJNDS
O THER INFO

W E E S ITE

NQRTMR RIM B AN K H
TYPES O F LOANS

N ote:

Anchoraat. Aiaeta-275-2007 e-m ail: rob«rt@ cfab*)*sfca.oom
Permits, quote shares, vessels, tourism, processing plants in Alaska,
tenders
1% ban fee, variable rates, currently 7.5% , no set Loen-to-Value
1% ban fee, variable rates, currenlty 7325 % , with 50% Loan-to-Valus.
(This is the only rate thathas changed since 2005)

1% ban fee, variable rates, currently 6 .0 %

1% ban fee, variable rates, arrently 9.0 %

CFAB requires thet borrowers purchase 2% (cap of$2500) of Class B
preferred stock. Term is usuaty 10-12 years Smaller loen amounts
have shorter term s, tntenesl rate base for C FAB is 6.0% , same as 2005.
Interest rate can change atany time, Payments are fixed fr year
periods Interest rates are setbased on base rate plus a percentage with
collateral being the determ ining factor.

Borrowers receive up to 1% check back from CFAB annually The CFAB
Board ctebdas annually whatpercentage borrowers wifi receive.

Spokane Bank of Cooperatives (btended bond rate)

Most active loan types are salmon permits L boats with m ost activity in
PW S and SE fisheries. IFQ market Is tight. A few tourism bans are
being done

www.cfabalaaka.com is informative and has appicabons on-line
erman W hite. Anchorage-261-3558

No'thnm Bank is notmaking rSred com m ercial fishing loans, refers
commercial fishing business to CFAB

Originally called Northnm Bank to talk to Stephen Street, formerly c?
ABOC. about loans and interest rates Stephen Street resigned Nothnm
a week ago.

Pxje 3

Fcbnmy 21,2006


http://www.cfabalaaka.com

w

tt* 4 Febnsny 21,2006

N M, F .S JFinan al.Palg*Par s ie e~Loan Qmear”~"TBDO Sand PaintWay NE, BIn C157FPS,
gdg, adfis M* \&: m

TYPES

VESSEL

TER M S

OTHER:

EB S IT

OF LOANS: Quota Share purchases and refinances, vessels, Aquaaiture, and Shore-
based processors. $5,000,000 has bean designated at IFQ financing

and $5S5S.000.000 has beer designated for vessels/processors.

.
s : Mostvessels are 52,000,000 or over nrchase price
Purchases are 60% Loar-to-Value, mustpay 20% down in cash
Refinances are 80% Low i-to-Value Notable to do the NEW crab quota
shares yet, buttalking about it
Term is up to 25 years. Little change in interest rates from 2005. R ates
are fixed - based on 7-BB rate (at www.treas.gov)+ 2% (interestrate
currently 6 57 % for 10 years and 6.7 2% for 20 years - x> about 25 %
from 2005). Prequalifications are issued with no set time lim it to find
quota SNAres to purchase. M ost IFQ borrowers are Alaska. W ashington,
or Oregon residents.
Funding is seasonal with NM FS Financial. They receive funding in March

each year-$5,000,000 for quota and this year and testyearfor quota
shares-*- $59,000,000 for vessels. Commitm ents are issued when funding

is availaole.

There isno prepaymentpenaty, butthere is a defaultrate on a cose-by-
case oasis. Borrowers lose their "initial issuee* status f financed by
NMFS Financial. Ifa borrower owns more than 50,000 pounds erfquota
shares, he is ineligible for financing. Borrowers cannotown a vessel

larger than 60*

N M FS Finantoal records a vessel mortgage on an quota share loans

Equity in the vessel is notan issue for the mortgage

There are few changes in the program over the past year.

E . N one


http://www.treas.gov
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