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F A R M  C R E D I T  B A N K S  B U I L D I N G  
W.  705 F I R S T  A V E N U E  
S P O K A N E ,  W A S H I N G T O N  99204 
T E L E P H O N E :  (509) 456-7340

F e b r u a r y  1, 1978

SPOKANE BANK FOR  CO O PERA T IVES

Th e  Honorable. A l v i n  O s t e r b a c k  

H o u s e  of R e p r e s e n t a t i v e s  

P o u c h  V

Juneau, A l a s k a  99801

Re: " F i n a n c i n g  A l a s k a  C o m m e r c i a l - F i s h e r i e s  B u s i n e s s e s :

P r o b l e m s  a n d  A l t e r n a t i v e  S o l u t i o n s "  

by F r a n k l i n  L. Orth, A l a s k a  Sea G r a n t  P r o g r a m /

S c h o o l  o f  M a n a g e m e n t ,  U n i v e r s i t y  o f  A l a s k a  

for L e g i s l a t i v e  A f f a i r s  Agen c y ,  S t a t e  o f  A l a s k a

D e a r  Mr. O s t e r b a c k :

We h a v e  r e c e i v e d  Mr. O r t h ' s  report on f i n a n c i n g  A l a s k a  c o m m e r c i a l  fisheries 

b u s i n e s s e s  an d  b e l i e v e  that he d i d  a c o m m e n d a b l e  job o f  a n a l y z i n g  the 

a v a i l a b l e  a l t e r n a t i v e s .

Mr. Or th ' s  s u g g e s t i o n  of a C o o p e r a t i v e  F i s h e r i e s  D e v e l o p m e n t  Bank, o wned 

and c o n t r o l l e d  by its A l a s k a n  p a t rons, a p p e a r s  to us t o  h a v e  c o n s i d e r a b l e  

merit. The c o n c e p t  o f  a c o o p e r a t i v e  f i n a n c i n g  o r g a n i z a t i o n  e s t a b l i s h e d  

on a basis that w o u l d  m a k e  it e l i g i b l e  to o b t a i n  funds from  the B ank for 

C o o p e r a t i v e s  seems to us to be a v i a b l e  on e  and would h a v e  o u r  Bank's 

s u p p o r t .

S i n c e r e l y ,

S e n i o r  V i c e  P r e s i d e n t

cc: F r a n k l i n  L. Ort h
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March 27, 1978

Rep. A1 Os terback ,  Chairman 
House Resources Committee 
Pouch V S ta te  Cap i to l  
JUNEAU, AK 99811

Dear A1:

As reported to  your o f f i c e  by phone on March 27, I would recommend 
tha t  the Resources Committee con s id e r  the f o l l ow in g  changes to  HB763:

1) S e c t i o n  1 -  FINDINGS

The concept  o f  t r e  t a rg e t  group f o r  a s s i s t a n c e  throughout 
S e c t i o n  1 (fishermen and farmers) cou ld  be expanded tc  in c lude  
process ing  firms and other  bus ine s se s  whose primary func t i on  i s  to 
s e r v i c e  farmers and f ishermen, by r e fer r ing  to " a g r i c u l t u r e  and 
f i s h in g  b u s in e s s e s "  i n s t e ad  of  "farmers and f ishermen" .  T h i s  would 
appear to make the FINDINGS more c o n s i s t e n t  with Sec .  41.45.210 
POWERS OF THE BANK as w r i t t en  (and as proposed for  change in  the 
remainder o f  t h i s  l e t t e r ) .

Sec . 41.45.210 POWERS OF THE BANK

Para (1) l i n e  25, remove; r ep la ce  with , and to seafood and a g r i -

tt the a g r i c u l t u r e  and f i s h i n g  i n d u s t r i e s  for p ro j e c t s  which w i l l
e s t a b l i s h  a f a c i l i t y  w i t h in  Alaska or which wi 11 e s t a b l i s h  or expand
a market for  the harves ts  o f  r e s id en t  commercial f ishermen or farmers

Para (7) and (8) cou ld  be c l a r i f i e d  by merging tnem and d e f in ing  
t a rg e t  p ro je c t s  as d e f ined  under para (1). Th i s  cou ld  be done by 
adding of the type approved under para (1) o f  t h i s s e c t i o n  a t  the end 
of l i n e  7. Paragraphs (7) and (8) would then be*rep laced  by a 
s i n g l e  paragraph:

(7) i n v e s t  in p ro j e c t s  conducted by shareho lders  of  the bank 
o f  the type approved under para (1) o f  th i s  s e c t i o n  by purchase o f  
the c a p i t a l  s tock  o f  c o rpo ra t i on s  invo lved  in such p r o j e c t s ,  except 
tha t  no investment in  c a p i t a l  s tock  may exceed 49 percent o f  the 
c a p i t a l  s tock  of  a c o rp o ra t i o n ;
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I am hopeful tha t  these comments w i l l  be o f  a s s i s t a n c e ,  
c l a r i f i c a t i o n  i s  needed, p lea se  c on ta c t  me.

S i n c e r e l y ,
'

Frank l in  L. Orth 
Sen ior  Economist

FLO:TOE

I f  any
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R E F E R E N C E  HOUSE B I L L  763 DUE FOR MARKUP S E S S I O N  OF  RESOURCES 

COMMITTEE",  P L E A S E  C O N S ID E R  THE "  FOLLOW ING  THE  FE D E R A L  I N T E R M E D IA T E

• C R E D IT  BANK OF  SP O K A N E  U N D E R ’T H E  FARM C R E D I T  ACT O F  1971 I S  CHARGED
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W IT H  THE  S U P E R V I S I O N  O F  P R O V ID IN G  SHORT AND I N T E R M E D IA T E  TERM C R E D I T  

FOR A G R IC U L T U R E ,  I N C L U D IN G  FARMERS ,  RANCHERS  AND HARVESTERS  AND 

PRODUCERS OF A Q U A T I C  PR O D U C TS .FO R  THE  S T A T E  OF ALASK A  BY  PR O D UC T IO N
• i * * . "T* . ’ ,' ‘ , •* * 4 * I- ' 1 . • '

C R E D I T  A S S O C I A T I O N  AND OTHER  F I N A N C I N G  I N S T I T U T I O N S .  COMMENCING I N  

THE  L A T E  60S THE  NORTHWEST L I V E  STOCK PRO D UC T IO N  C R E D IT  A S S O C I A T I O N  

HAS E X IE N D E D  A G R IC U L T U R A L  C R E D IT  TO Q U A L I F I E D  FARMERS AND RANCHERSi.• *r  ,
I N  A L A S K A .  I N  1973 ,  NORTHWEST L I V E  STOCK PR O DUCT IO N  C R E D IT  

A S S O C I A T I O N  ALSO  B EGAN  F I N A N C I N G  F IS H E R M A N  F I S H I N G  I N  ALAS K AN  

W ATER S .  TO D A T E ,  E X P E R I E N C E  HAS B EE N  S A T I S F A C T O R Y .

T H E  F E D E R A L  I N T E R M E D I A T E  C R E D IT  BANK OF SPOKANE  WOULD NOT R E G IS T E R  

O B J E C T IO N  TO THE  C R E A T IO N  OF A COMMERC IAL  F I S H I N G  AND A G R IC U L T U R A L  

C O O P E R A T I V E  DEVELO PM EN T  BANK AS  PROPOSED I N  HOUSE B I L L  763 .  I N  F A C T ,  

THE  F I C D  OF SPO KANE  LOOKS FORWARD TO WORKING C L O S E L Y  W ITH  THE BANK  

WHEN AU TH O R IZE D  I N  I T S  C R E A T IO N .  T H I S  I S  P A R T IC U L A R L Y  IMPORTANT 

B E C A U S E  THE PROPOSED B ANK  SHOULD BE  STRUCTURED  SO AS  TO Q U A L I F Y  FOR 

D IS C O U N T IN G  LO A N S  W ITH  THE F E D E R A L  I N T E R M E D I A T E  C R E D IT  BANK OF 

SP O K A N E .

F O R  F U R T H E R  I N F O R M A T I O N ,  C O N T A C T  T H E  F E D E R A L  I N T E R M E D I A T E  C R E D I T  

'  BANK OF SPOKANE WEST 705 F I R S T  A V E  SPOKANE WASH INGTON  99204 ,

TEL EP H O N E  (509 )  4 5 6 -7 3 3 0 .  S I N C E R E L Y ,

W I L L I A M  F B AR R A TT  P R E S ID E N T  F E D E R A L  I N T E R M E D I A T E  C R E D IT  BANK
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O T 1  IF  I h i m t h  THOU HiiOilUTMF
L 1SLATIVE AFFAIRS AGENCY

M E M O R A N D U M

SUBJECT: HB 763: W.O. #15/R

TO: The Honorab le  Ahuj i  O s terback

March 27, 1978

t o u c h ,  sr.\if c a m ic i

JU N 'A U  ALASKA 9«81 I 

907 <’•6.' 3800

FROM: John W i l l i am s
Research AnaTys

You have asked tha t  we prepare an a n a l y s i s  o f  HB 763, an Act r e l a t i n g  to 
commercial f i s h i n g  and a g r i c u l t u r e .  F o l l ow ing  i s  a general  d e s c r i p t i o n  
o f  the b i l l .  We w i l l  f i r s t  d i s c u s s  the b i l l  from a genera l p e r sp e c t i v e  
and then s p e c i f i c a l l y  address  the i s s u e s  o f  the purpose o f  the d ev e l op ­
ment bank, the s t r u c tu r e ,  f i n a n c i a l  a s p e c t : ,  and the e l i g i b i l i t y  r e qu i r e ­
ments.

OVERVIEW

HB 763 repea l s  the commercial f i s h i n g  loan a c t  (AS 16.10.300-370) and 
c r e a t e s  the Commercial F i s h in g  and A gr i cu l tu r e  C o opera t iv e  Development 
Bank ( i t  does not repeal the A laska  A g r i c u l tu r a l  Loan Act— AS 3 .10) .
The bank i s  s ub j e c t  to  the p r o v i s i o n s  o f  the c o op e r a t i v e  c o rp o ra t i on  
laws (AS 10.15.005-600) except as  o therw ise  s p e c i f i c a l l y  prov ided for  in  
the b i l l .

The bank i s  to be i n i t i a l l y  c a p i t a l i z e d  v ia  purchase by the S t a te  o f  
n on -v o t ing  preferred s tock  in the co rpo ra t i on .  The in i  t i l l  seed money 
is  to be repa id  to the S t a t e  w i t h in  20 years  from the p r o f i t s  *f the 
bank and from the purchase o f  s t o ck  by fishermen and farmers. I f  the 
S t a t e ' s  i n i t i a l  investment i s  no t  returned w i th in  20 y e a r s ,  the commis­
s i o n e r  o f  Commerce and Economic Development may d i s s o l v e  the corpora ­
t i o n .

The bank may borrow money, lend money, guarantee l o a n s ,  j o i n t  venture in 
loans  w ith  i n s t i t u t i o n s  o f  both the p ub l i c  and p r i v a t e  s e c t o r s ,  hold 
equ i t y  i n t e r e s t  in e n t e rp r i s e s  o f  i t s  members (not to exceed 49#)> and 
may i s s u e  bonds.

PURPOSE

S e c t i o n  2 of IIB 763 d e s c r ib e s  f i v e  purposes o f  the Act (economic a s s i s t ­
ance for Alaskan commercial f ishermen and farmers,  to encourage u t i l i ­
z a t i o n  o f  agrar ian  and f i s h e r y  r e sou r c e s ,  encourage t e c h n o l o g i c a l  d e v e l ­
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opment in those  two renewable re source  i n d u s t r i e s ,  and to promote a more 
rap id  development o f  the a g r i c u l t u r a l  i n d u s t r y ) .  The b i l l  w i l l  a l s o  
have the e f f e c t  o f  encouraging members o f  those i n d u s t r i e s  to form 
c o op e r a t i v e s  and perform d e c i s i o n  making through peer group p ro c e s se s .  
The intended impact , however, i s  to i n su re  the a v a i l a b i l i t y  o f  f i n a n c i a l  
r e sources  f o r  expans ion o f  the f i s h i n g  and a g r i c u l t u r a l  i n d u s t r i e s  in 
the S t a t e .

STRUCTURE

The bank i s  c l e a r l y  modeled a f t e r  components of the federa l  farm c r e d i t  
system, which were i n i t i a l l y  f in an ced  by the f edera l  government and 
subsequent ly  f u l l y  owned and f in an ced  by the members. The federa l  seed 
money was r epa id ,  a t  which time federa l  invo lvement in  the system was 
terminated (ocher than as  a r e gu l a t o r y  o v e r se e r ) .

The Commercial F i s h in g  and A g r i c u l t u r e  C oopera t iv e  Development Bank i s  
e s t a b l i s h e d  as an in s t r um en t a l i t y  o f  but separa te  from the Department o f  
Commerce and Economic Development (Sec .  3) . I t  i s  governed by a Board 
o f  D i r e c t o r s  ( three  in  number), w i th  the i n i t i a l  d i r e c t o r s  appo inted  by 
the Governor. Subsequent d i r e c t o r s  a re  e l e c t e d  by the shareho lders  and 
serve  three y ea r  terms. The d i r e c t o r s  are charged w i th  f i l i n g  the 
a r t i c l e s  o f  i n c o rp o ra t i o n  and w i t h  adopt ing  by laws .  They s h a l l  a l s o  
e s t a b l i s h  the v a lu e  f o r  and i s s u e  s t o ck  in  the bank, as we l l  as s e t  out 
a s chedu le  o f  g u id e l i n e s  f o r  l o a n s  made by the bank. A d i r e c t o r  o f  the 
bank i s  p r oh ib i t ed  from vo t ing  on matters  for  which he or she has a 
c o n f l i c t  o f  i n t e r e s t  (Sec .  41.45.190).

FINANCIAL ASPECTS

Ca, * a! i z a t i o n

The uank i s  i n i t i a l l y  c a p i t a l i z e d  by the s a l e  o f  preferred  s tock  to the 
S t a t e  (60-80% o f  i s suance )  and to  members. Membership s tock  i s  i s sued  
in  the amounts and w ith  the v a lu e  determined by the Board o f  D i r e c t o r s .

S e c t i o n s  41.45.120-180 prov ides  f or  bonding powers. The bank may i s s u e  
bonds a t  i t s  d i s c r e t i o n ,  except th a t  the matur i ty  o f  any Is sue may not 
exceed 30 y e a r s ,  arid the bank may not p ledge  the f u l l  f a i t h  a.id c r e d i t  
o f  the S t a t e .  A l l  property  and bond i s su an ce s  o f  the bank are tax 
exempt and l e g a l  investments for  f i d u c i a r i e s .

Sec .  41.45.210(15) a l l ow s  the bank to borrow money and i s s u e  secured or 
unsecured ev idence  o f  indebtedness .

Lending

As mentioned e a r l i e r ,  the bank i s  f a sh ioned  a f t e r  the farm c r e d i t  s y s ­
tem. To be e l i g i b l e  to borrow from the bank, a l endee  must be a p a r t i c ­
i p a n t  in the hank. The farm c r e d i t  system s p e c i f i e s  th a t  a member must 
own a t  l e a s t  10% of  the va lue  in s t o ck  of  an ou t s t and in g  l oan .  A m in i ­
mum p a r t i c i p a t i o n  i s  not s p e c i f i e d  in  HB 763.
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The b i l l  l e a v e s  broad d i s c r e t i o n  to the Board o f  D i r e c t o r s  in  determin ­
ing l o an  p o l i c y .  Sec .  41.45.210 s p e c i f i e s  that  the bank may make v a r i ­
a b l e  r a t e  or  f ixed  rate  l o a n s ,  Drov ide  f o r  ex ten s ion s  o f  loan terms ( for  
poor f i s h i n g  or farming s e a s o n s ) ,  make loan s  j o i n t l y  w ith  o ther  p u b l i c  
o r  p r i v a t e  i n s t i t u t i o n s ,  guarantee  or endorse o b l i g a t i o n s  o f  o ther  
c o r p o r a t i o n s ,  and a c cep t  subord in a te  l e i n s  as s e cu r i t y .

Se c .  41.45.210(18) a l l ow s  the bank to p rov ide  " t e c h n i c a l  s e r v i c e s "  to 
s hareho lder s  to enhance t h e i r  a b i l i t y  to ob ta in  f i n a n c i a l  a s s i s t a n c e  
from the bank.

Investments

The bank i s  g iven  broad powers to i n v e s t  i t s  r e sources .  Sec .  41.45.210(7) 
p rov id e s  f o r  the bank to " i n v e s t  i n  p r o j e c t s  conducted by shareho lders  
o f  the bank by purchase o f  the c a p i t a l  s t o ck  o f  c o rp o ra t i on s  in v o lv ed  in 
such p r o j e c t s ,  except th a t  no inves tment in  c a p i t a l  s to ck  may exceed 49 
per c en t  o f  the c a p i t a l  s t o ck  o f  a c o r p o r a t i o n " .  Subparagraph (8) o f  
the same s e c t i o n  prov ides  f o r  the bank to i n v e s t  in  p ro j e c t s  r e l a t i n g  to 
the deve lopment o f  farms, s t o ra ge  and p ro c e s s ing  o f  farm produce, e t c .  
except  that no investment may exceed 49°/> o f  the c a p i t a l  s t o ck .  There i s  
no s im i l a r  p r o v i s i o n  s p e c i f i c a l l y  a l l o w in g  the bank to i n v e s t  in  " v e r t i ­
c a l l y  i n t e g r a t e d "  f i s h i n g  o p e r a t i o n s .

E L IG IB IL ITY

Sec .  41.45.210(1) d e s c r ib e s  the e l i g i b i l i t y  requirements.  A pp l i c a n t s  
must be members o f  the bank to be e l i g i b l e  to  r e c e i v e  l o an s .  E l i g i b l e  
r e c i p i e n t s  a re  de f ined  as "commercia l f ishermen and farmers o r . . . c o r ­
p o r a t i o n s ,  p a r tn e r sh ip s ,  or j o i n t  ventures  51 per cent o f  which are 
owned by commercial f i shermen or  farmers who are s t a t e  r e s i d e n t s . . . . "

E l i g i b l e  a c t i v i t i e s  do not appear to be l im i t e d  to s t r i c t l y  f i s h i n g  or 
farming. Subparagraphs (7) and (8) o f  Sec . 41.45.210 a l l o w  the bank to 
i n v e s t  in  a c t i v i t i e s  conducted by shareho lder s  o f  the bank. Subpara­
graph (7) i s  not s p e c i f i c  as to  what k inds o f  p r o j e c t s  the bank may 
i n v e s t  i n ,  o ther  than the p r o j e c t s  must be p r o j e c t s  "conducted by the 
s h a r e h o ld e r s " .  Subparagraph (8) s p e c i f i e s  th a t  bank investments  may be 
made in  the deve lopment and o p e r a t i o n  o f  v e r t i c a l l y  in t eg ra t ed  a c t i v i ­
t i e s  r e l a t i n g  to farming.

The b i l l  i s  not s p e c i f i c  as to what l o an  a p p l i c a t i o n s  are e l i g i b l e  for  
c o n s i d e r a t i o n  by the bank, except  th a t  loans  are made on ly  to members 
and members must be e i t h e r  commercial f i shermen or farmers. Loan a p p l i ­
c a t i o n s  submitted by members for p r o j e c t s  o u t s i d e  the purview o f  e i t h e r  
f i s h i n g  or a g r i c u l t u r e  are  presumably e l i g i b l e ,  un le s s  o therw ise  pro ­
v ided for  by the Board o f  D i r e c t o r s  in  the a r t i c l e s  o f  i n c o rp o ra t i o n  or 
by laws .

JW:dh
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M E M O R A N D U M  Apri l  18, 1978

SUBJECT: D r a f t  CS for  HB 573 ( F i n a n c e ) ;  W.O. #24/R

TO: The Honorab le  Terry  Gard iner

FROM: John W i l l i am s  \jfaJ
Research A n a l y s V ^

You have asked th a t  we prepare a s e c t i o n a l  a n a l y s i s  o f  the d ra f t  F inance 
Committee S u b s t i t u t e  for  HB 573. The f o l l ow in g  i s  a genera l  d e s c r ip t i o n  
o f  the b i l l  and a more d e t a i l e d  s e c t i o n a l  a n a l y s i s .

There  a re  four  major r e v i s i o n s  and one minor r e v i s i o n  of  the commercial 
f i s h i n g  loan  program conta ined  in the Committee S u b s t i t u t e .  S e c t i on  1 
p rov id e s  f o r  a minor r e v i s i o n - c l a r i f y i n g  the presen t  e l i g i b i l i t y  r e q u i r e ­
ments f o r  a p p l i c a n t s .  S e c t i o n  2 expands the e l i g i b i l i t y  requirements 
f o r  a p p l i c a n t s .  S e c t i o n  3 r a i s e s  the loan  s i z e  to $500,000 and prov ides  
f o r  the s t a t e  to  assume a subord ina te  l i e n  in some in s t a n c e s .  S e c t i o n  4 
adds language th a t  would a l l ow  a p p l i c a n t s  to r e c e i v e  a loan  to purchase 
a l im i t e d  en try  permit.

SECTION 1

The s e c t i o n  adds language to c l a r i f y  the l e g i s l a t i v e  in t e n t  with 

regard .o e l i g i b l e  fishermen who may app ly  f o r  commercial f i s h in g  l o an s .  

The language added s p e c i f i e s  that  e l i g i b l e  a p p l i c a n t s  must have been 

r e s i d e n t s  f o r  f i v e  cont inuous  years  p r i o r  to making a p p l i c a t i o n  for  a 

l o a n ,  and must have been commercial f i shermen for  any three of those 

f i v e  y e a r s  (and a c t i v e l y  p a r t i c i p a t e d  in  a f i s h e r y ) .

POUCHY STATE CAPITOL

JUNTAU ALA SK A'>'>811

907 465-38U0

SECTION 2

The p re sen t  commercial f i s h i n g  loan  program i s  a v a i l a b l e  on ly  to 

i n d iv id u a l  commercial f ishermen. S e c t i o n  2 expands the e l i g i b i l i t y
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s tandards  to i n c lu d e  bu s in e s s  ventures  owned 100 percent  by i n d iv i d u a l  

commercial f ishermen. The a l l o w a b l e  bus iness  arrangements are  j o i n t  

v en tu re s ,  p a r tn e r sh ip s ,  and c o r p o r a t i o n s .

Commercial f i s h i n g  has become a major bus ine s s  a c t i v i t y  f o r  a l a rg e  

number o f  A laskan f i shermen ,  many o f  whom can no l onger  avo id  tak ing  

advantage o f  the va r i ou s  b u s in e s s  arrangements which a l l o w  them to l im i t  

l i a b i l i t y ,  l e v e r age  c a p i t a l ,  share  r i s k ,  and take advantage o f  severa l  

o ther  b e n e f i t s  o f f e red  by i n c o r p o r a t i o n  or other  bu s in e s s  arrangements.  

Present  language would not a l l o w  a fisherman to  r e c e i v e  a loan  in the 

name o f  h i s  f i s h i n g  bu s in e s s  or  to  app ly  with o ther  f ishermen f o r  a loan  

to  be u t i l i z e d  by a consor t ium . The p ro v i s i o n s  provided in  s e c t i o n  2 

should  a l l o w  f o r  a g r e a t e r  number o f  Alaskan f ishermen to  u t i l i z e  the 

loan  program.

SECTION 3

Paragraph (a) o f  s e c t i o n  3 (AS 16.10.320) p rov ides  f o r  the l im i t  on 

commercial f i s h i n g  l o an s  to  be r a i s e d  from $150,000 ( e x i s t i n g  law) to 

$500,000, The language a l s o  r e o rgan i z e s  the s e c t i o n  so tha t  l o an  terms

are  c l e a r l y  presen ted .  The paragraph c on ta in s  no o ther  changes in
\

present  law.

Paragraph (b) i s  c on ta in ed  in e x i s t i n g  law.

Paragraph (c) i s  new language  which s e t s  out c o n d i t i o n s  whereby the 

s t a t e  may accep t  a subord in a te  l i e n  as loan s e c u r i t y  for  the purchase o f  

a new or e x i s t i n g  v e s s e l .  The c o n d i t i o n s  are tha t  (1) the borrower 

must have p r i o r  w r i t t e n  agreement from a p r i v a t e  l end ing  i n s t i t u t i o n  to
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ac cep t  a f i r s t  l i e n  on the v e s s e l ;  (2) the s i z e  o f  the s t a t e  loan may 

not exceed 35 p ercen t  o f  the v e s se l  appra ised  va lue  or $1 m i l l i o n ,  

wh ichever  i s  l e s s ;  (3) the term o f  the loan  s h a l l  not exceed 15 y e a r s ;  

and (4) the i n t e r e s t  on the loan s h a l l  be between 7 and 8 percent a t  the 

d i s c r e t i o n  o f  the  Department of Commerce and Economic Development.

Paragraph (d) p r o h i b i t s  more than one commercial f i s h i n g  loan be ing 

made to  an i n d i v i d u a l  or a s s o c i a t e  of  the i n d i v i d u a l ,  except as provided 

in  paragraph ( e ) .

Paragraph (e) a l l o w s  for  two or more e l i g i b l e  commercial f ishermen 

to  j o i n t l y  o b t a i n  a l o a n ,  the s i z e  of  which cannot exceed $500,000 times 

the number o f  p a r t i c i p a t i n g  fishermen app ly ing  for  the l o an .  The terms 

o f  the loan  a re  i d e n t i c a l  to p r o v i s i o n s  in s e c t i o n  3, paragraph (a) o f  

the b i l l .

SECTION 4

T h i s  s e c t i o n  adds new language to  AS 16.10 which a l l ow s  the commercial 

f i s h i n g  loan program to make loans to fishermen f o r  the purpose o f  

buying l im i t e d  entry  permits . Terms f o r  loan s  s h a l l  he the same as 

provided in  s e c t i o n  3, paragraph ( a ) ^ .  Paragraph (b) d e f in e s  the pro ­

cedure th a t  would be u t i l i z e d  for  entry  permit l o a n s ;  s p e c i f i c a l l y  tha t  

the commiss ioner o f  Commerce and Economic Development s h a l l  be the lega l  

owner o f  the perm it ;  the fishermen s h a l l  be l i s t e d  as equ i ty  owner and 

deb tor ;  and the debtor  s h a l l  be i s sued  the annual permit cards and s h a l l  

bear f u l l  r e s p o n s i b i l i t y  as permit owner. Paragraph (c) s t i p u l a t e s  that

1 The term p r o v i s i o n s  are not s p e c i f i e d  in the d r a f t  CS. At page 5, 
l i n e  6 o f  the work d r a f t ,  d e l e t e  " s e c s .  300-370" and i n s e r t  " s e c .  320(a ) " .



Hon. Terry Gardiner -4- April 18, 1978

the commissioner i s  not l i a b l e  f o r  any a c t  (or l a ck  th e re o f )  w ith  r e sp e c t  

to  the permit . Once the debtor  has s a t i s f i e d  h i s  debt ,  the commiss ioner 

s h a l l  so n o t i f y  the Commercial F i s h e r i e s  Entry Commission (paragraph (d)) 

and s h a l l  amend the permit to  l i s t  the debtor as l e g a l  owner (paragraph ( e ) ) .

S ec .  16.10.335 o f  s e c t i o n  4 s p e c i f i e s  the a c t i o n s  to  be taken by 

the commissioner i f  a debtor  f a l l s  in  a rrears  on an entry  permit l o an .

The debtor s h a l l  be n o t i f i e d  and g iven  60 days from the postmark o f  the 

n o t i c e  to  c o r r e c t  the s i t u a t i o n .  I f  he does not respond w i t h in  the time 

a l l ow ed ,  any i n t e r e s t  he may have in  the permit may be terminated .

Sec .  16.10.337 s p e c i f i e s  the means of  d i s p o s in g  of  permits  which by 

d e f a u l t  are the property  o f  the s t a t e .  The Commercial F i s h e r i e s  Entry 

Commission i s  g iven  f i r s t  op t i on  to  buy the permit ( i f  the permit i s  for  

a f i s h e r y  which has a buy -back program) for  the amount ou t s t and in g  on 

the loan  (p lu s  hand l ing  c h a r g e s ) .  I f  the commission does not e x e r c i s e  

i t s  o p t i on  w i t h in  30 d ay s ,  the person l i s t e d  as debtor may name a q u a l ­

i f i e d  f isherman to  whom he w ish e s  to a s s i g n  h i s  former r i g h t s .  I f  the 

nominated i n d iv i d u a l  meets a l l  ne ce s sa ry  requirements to  ho ld  a l im i t e d  

en try  perm it ,  he may assume o i l  r i g h t s  and r e s p o n s i b i l i t i e s  o f  the 

o r i g i n a l  debtor .  I f  the o r i g i n a l  debtor does not nominate a s u c c e s s o r ,  

the commissioner s h a l l  s e l e c t  a t  random, from a l i s t  prov ided  by the 

Commercial F i s h e r i e s  Fntry  Commiss ion, a fisherman who may assume the 

l oan .

Sec .  16.10.339 p rov id e s  f o r  the Entry Commission to adopt r e g u l a ­

t i o n s  to implement t h i s  p o r t i o n  o f  the b i l l .

S e c .  16.10.342 c r e a t e s  a f o r e c l o s u r e  expense account  from the 

" e x c e s s "  i n t e r e s t  earned on loan s  P'ade with second mortgages ( s e c t i o n  3,
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paragraph ( c ) ) .  Money may be expended from the account  when necessary  

to p ro t e c t  the s t a t e ' s  i n t e r e s t  in c o l l a t e r a l  on loan s  granted under 

t h i s  chapter  or to de fray  expenses incurred dur ing f o r e c l o s u r e  proceed ­

ings a f t e r  a d e f a u l t .

S e c t i o n s  5 and 6 o f  the b i l l  prov ide f o r  t e c hn i c a l  amendments 

( d e f i n i t i o n s  and amendments to chapter  43) . S e c t i o n  8 i s  the e f f e c t i v e  

date  c l a u s e .  The b i l l  would take e f f e c t  on J u l y  1, 1978.

P lea se  l e t  us know i f  we may be of further  a s s i s t a n c e .

JW: jrri



Juneau, Alaska
M a r c h  h i, 1973

Hon. H u g h  M a l o n e ,  S p e a k e r  o f  the H o u s e  of R e p r e s e n t a t i v e s  

A l a s k a  S t a t e  L e g i s l a t u r e  

J u n e a u ,  A l a s k a

De a r  Mr. M a l o n e ,

A t t a c h e d  is a m e m o r a n d u m  and c o m m e n t s  l i s t i n g  a d d i t i o n a l  
s u p p o r t  for the f i n d i n g s  in CS  HB763. I w o u l d  list t h e s e  

a d d i t i o n a l  f i n d i n g s  in t h r e e  c a t e g o r i e s  as stated.

In . .-sponse to y o u r  c l o s i n g  c o m m e n t s  la s t  n i g h t  r e g a r d i n g  
t h e  l a c k  of f i n d i n g s  in the l e g i s l a t i o n  as it is w r i t t e n  in 
t h e  books, I w o u l d  o n l y  say th a t  t h i s  is u n f o r t u n a t e  indeed. 
T h e  f i n d i n g s  s h o u l d  f o r m  the m o s t  i m p o r t a n t  p a r t  o f  any 
l e g i s l a t i o n ,  for it is o n l y  t h r o u g h  the s t a t e m e n t  of the 
f i n d i n g s  t h a t  o n e  can a d e q u a t e l y  d e t e r m i n e  the f u l f i l l m e n t  

o f  the i n t e n t  of a n y  l e g i s l a t i o n .

In s c i e n t i f i c  t e r m i n o l o g y  the f i n d i n g s  c o r r e s p o n d  to 
the i d e n t i f i c a t i o n  o f  a p r o b l e m .  T h e  final c r e a t u r e  c r e a t e d  
b y  l e g i s l a t i o n ,  in this c a s e  the bank, can o n l y  be t e s t e d  
f or p u r p o s e  by c o m p a r i n g  it w i t h  the o r i g i n a l  p r o b l e m  stated.

I w o u l d  s u g g e s t  t h a t  if the laws e x i s t i n g  o n  the b o o k s  
h a v e  not b e e n  w r i t t e n  to i n c l u d e  f i n d i n g s  in the p a s t  that 
the l e g i s l a t u r e  d o  s o m e t h i n g  to c o r r e c t  this p r a c t i s e .

I e n j o y e d  t e s t i f y i n g  b e f o r e  the H o u s e  R e s o u r c e s  C o m m i t t e e  
3ast e v e n i n g  as m u c h  as y o u  d i d  c r e a t i n g  the bill. T h a n k  
y o u  for the o p p o r t u n i t y .

S i n c e r e l y ,

Enc. C o m m e n t s  r e q u e s t e d  o n  f i n d i n g s

cc. C h a i r m a n  O s t c r b a c h  
Mr. G o r d e r



To: S p e a k e r  of the House, H u g h  M a l o n e

F r o m :  J a c k  0. H a k k i l a

D a te: M a r c h  28, 1978

Re: C o m m e n t s  on f i n d i n g s  in CS  H B 7 6 3

M y  c o m m e n t s  la s t  n i g h t  r e g a r d i n g  the f i n d i n g s  as p r e s e n t e d  
in t h e  c o m m i t t e e  s u b s t i t u t e  H B 7 6 3  w e r e  as follows:

T h e  f i r s t  s t e p  in w r i t i n g  be it in b u s i n e s s ,  g o v e r n m e n t  
o r  s c i e n c e  i n v o l v e s  t h e  p r o p e r  i d e n t i f i c a t i o n  of a p r o b l e m .
I c o n c u r  w i t h  the c o m m i t t e e  in the s t a t e m e n t  o f  the p r o b l e m  
r e g a r d i n g  f i s h e r i e s  a n d  the n e e d  for the c r e a t i o n  o f  a c r e d i t  
s o u r c e  for the i n d u s t r y  i m m e d i a t e l y .

I a l s o  i d e n t i f i e d  a s i m i l a r  p r o b l e m  f a c i n g  a g r i c u l t u r a l  

d e v e l o p m e n t .

T h e  t h i r d  e l e m e n t  t h a t  s h o u l d  be  b r o u g h t  t o g e t h e r  c o n c e r n i n g  
t h e s e  t w o  a r e a s  is the i n a d e q u a c y  o f  b a n k i n g  in the r u r a l  

c o m m u n i t i e s .

W h i l e  I do n o t  h a v e  a n y  d a t a  r e g a r d i n g  t h e s e  o t h e r  two 
a r e a s  I w i l l  d r a w  t o g e t h e r  s o m e  s u p p o r t i n g  e v i d e n c e  f r o m  the 
t o p  of m y  h e a d  w h i c h  m a y  s e r v e  as a d d i t i o n a l  f i n d i n g s  o r  s u p p o r t  
for f i n d i n g s  a l r e a d y  i d e n t i f i e d .

A t t a c h e d  a r e  m y  c o m m e n t s .
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1. F i s h e r i e s :

T h e  f i s h e r i e s  i n d u s t r y  w i l l  s u p p o r t  an  a d d i t i o n a l  o n e  • 
h u n d r e d  t h i r t y  p r o c e s s i n g  p l a n t s  w h i c h  w i l l  s e r v e  an a d d i t i o n a l  
e i g h t  h u n d r e d  v e s s e l s .

F o r  e v e r y  p e r s o n  e m p l o y e d  on  w a t e r ,  s e v e n  p e r s o n s  are 
e m p l o y e d  on shore. F i v e  p e o p l e  e m p l o y e d  p e r  b o a t  i d e n t i f i e d  
a b o v e  w o u l d  r e s u l t  in f o u r  t h o u s a n d  p e o p l e  e m p l o y e d  on the 
w a t e r  a d d i n g  a n o t h e r  t w e n t y - e i g h t  t h o u s a n d  p e r s o n s  e m p l o y e d  
o n  shore.

T h e  t o t a l  i m m e d i a t e  i n v e s t m e n t  r e q u i r e d  for the p r o c e s s i n g  
p l a n t s  a n d  v e s s e l s  a b o v e  is a p p r o x i m a t e l y  two b i l l i o n  d o l l a r s .

2. A g r i c u l t u r e :

T h e  t o t a l  o f  a g r i c u l t u r a l  la n d  w h i c h  c a n  be f a r m e d  in the 
s t a t e  is a p p r o x i m a t e l y  t w e n t y  m i l l i o n  acres. A n  a d d i t i o n a l  
o n e  h u n d r e d  m i l l i o n  a c r e s  o f  r a n g e l a n d  exists.

C u r r e n t  l a n d  in a g r i c u l t u r e  is 17 , 5 0 0  acres.

W i t h i n  the d e c a d e  n i n e t y  to n i n e t y - n i n e  p e r c e n t  o f  the 
a g r i c u l t u r a l  l a n d s  in p r i v a t e  o w n e r s h i p  w i t h i n  the s t a t e  w i l l  
b e  in t h e  h a n d s  of A l a s k a  n a t i v e s  as a r e s u l t  of the A N C S A .
T h i s  w i l l  not o n l y  g i v e  A l a s k a  n a t i v e s  the o p p o r t u n i t y  to f a r m  
s o m e  f i v e  and o n e  h a l f  m i l l i o n  a c r e s  b u t  w i l l  a l s o  b e  i m a n d a t e  
t o  d o  so s i n c e  by 19 9 1  t h e s e  l a n d s  w i l l  be a p a r t  of the 
t a x a b l e  l a n d s  w i t h i n  t h e i r  r e s p e c t i v e  areas. I n d i v i d u a l  n a t i v e  
c o r p o r a t i o n s  w h i c h  h a v e  b e g u n  a g r i c u l t u r a l  p l a n n i n g  s u c h  a 
R u b y  and G a l e n a  c o n t a i n  t w e n t y  to t h i r t y  t h o u s a n d  a c r e s  oi 
g o o d  f a r m l a n d  apiece.

3. B a n k i n g :

B a n k i n g  w i t h i n  the s t a t e  is t o t a l l y  i n a d e q u a t e  w i t h i n  the 
s t a t e  to f i n a n c e  the a g r i c u l t u r a l  a n d  f i s h e r i e s  d e v e l o p m e n t  
s t a t e d  above.

L e n d i n g  s o u r c e s  a v a i l a b l e  i n c l u d e  the f o l l o w i n g :

T o t a l  s t a t e  l e n d i n g  o f  c o m m e r c i a l  b a n k s  is a p p r o x i m a t e l y  
o n e  b i l l i o n  d o l l a r s .  T o t a l  a s s e t s  of c o m m e r c i a l  b a n k s  a r e  
a p p r o x i m a t e l y  2.6 b i l l i o n  d o l l a r s .
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T h e  s t a t e  f u n d  for c o m m e r c i a l  loans, f i s h e r i e s  a n d  t o u r i s m  
h a s  m a d e  a p p r o x i m a t e l y  f i f t y  m i l l i o n  d o l l a r s  in l o a n s  to d a t e  
in a l l  s e g m e n t s .  E x p e r i e n c e  has b e e n  e x c e l l e n t .  O n l y  fi v e  
t h o u s a n d  d o l l a r s  in l o a n s  h a s  b e e n  u n c o l l e c t a b l e .

L e n d i n g  r e q u i r e m e n t s  for all b a n k i n g  w i l l  far e x c e e d  a n y  
a b i l i t y  to c r e a t e  f i n a n c i n g  in t h e  c o m i n g  y e a r s .  T h e  o i l  a n d  
g a s  i n d u s t r y  w i l l  a l o n e  g e n e r a t e  the r e q u i r e m e n t  for a d d i t i o n a l  
f i n a n c i n g  to i n c l u d e  p e t r o c h e m i c a l  d e v e l o p m e n t  far o u t s t r e t c h i n g  
t he r e q u i r e m e n t s  n e e d e d  by  f i s h e r i e s  a n d  a g r i c u l t u r e .  S o m e  
e x a m p l e s  o f  p o s s i b i l i t i e s  i n c l u d e :

T h e  c o n s t r u c t i o n  o f  a d e s t r u c t i v e  d e h y d r o g e n a t i o n  
f a c i l i t y  to u p g r a d e  the p r o d u c t i o n  o f  c r u d e  oil. T h i s  
f a c i l i t y  whj h w o u l d  b e  l o c a t e d  n e a r  F a i r b a n k s  c o u l d  
p r o d u c e  t h i r t y  to f o r t y  p e r c e n t  m o r e  c r u d e  o i l  b y  u p g r a d i n g  
t h e  d i s t i l l a t e s .

N o  o n e  h a s  c o m e  f o r t h  w i t h  a p r o p o s a l  for f i n a n c i n g  
a r e q u i r e d  o n e  b i l l i o n  d o l l a r  p l u s  gas p u r i f i c a t i o n  
f a c i l i t y  w h i c h  w i l l  be n e c e s s a r y  b e f o r e  n a t u r a l  g a s  is 
p l a c e d  in the g a s l i n e  b e i n g  b u i l t  by N o r t h w e s t  A l a s k a  

E n e r g y .

D e p e n d i n g  u p o n  w o r l d  m a r k e t i n g ,  the N o r t h w e s t  gas 
l i n e  w i l l  s u p p o r t  the a d d i t i o n  o f  a o n e  b i l l i o n  d o l l a r  
p e t r o c h e m i c a l  p l a n t  p e r  y e a r  in A l a s k a  for e a c h  o f  the 
f i r s t  ten y e a r s  o f  o p e r a t i o n  of the p i p e l i n e .

It s h o u l d  be c l e a r ,  t h e n  t h a t  the r e q u i r e m e n t s  for 
f i n a n c i n g  for the a b o v e  t y p e s  o f  v e n t u r e s  a n d  the 
s u p p o r t i v e  v e n t u r e s  n e c e s s a r y  for t h e m  w i l l  o u t s t r e t c h  
e v e n  the p o t e n t i a l  c r e a t i o n  of c a p i t a l  t h r o u g h  the 
c r e a t i o n  of the p e r m a n e n t  fund a d d e d  o n t o  e x i s t i n g  
l e n d i n g  c a p a c i t i e s  of A l a s k a  l e n d i n g  i n s t i t u t i o n s .



Juneau, A la ska
Ma y  16, 1978

Ms. D i a n n  N e l s o n
H o u s e  R e s o u r c e s  C o m m i t t e e
for Rep. O s t e r b a c k

Re: C S H B  763

Di a n n :

I h a v e  t h e  f o l l o w i n g  c o m m e n t s  to o f f e r  a f t e r  b r i e f l y
g l a n c i n g  o v e r  the r e v i s e d  v e r s i o n  of  H B  763 w h i c h  y o u  g a v e
m e  y e s t e r d a y :

§§1 & 2 (1) In s t a t i n g  t h e  n e e d  f o r  t h e  b i ll, the p r o b l e m s  
a n d  p o s s i b i l i t i e s  i n h e r e n t  in b e g i n n i n g  l a r g e -  
s c a l e  a g r i c u l t u r a l  p r o d u c t i o n  a n d  m a r k e t i n g  a r e  
n o t  a d e q u a t e l y  d e f i n e d .

§3 p . 10 i (2) In S e c t i o n  4 1 . 4 5 . 2 1 0 ,  P o w e r s  of the B o a r d ,  i t e m s  
7 a n d  8 a r e  r e d u n d a n t .  T h e  e s t a b l i s h m e n t  o f  a 
b a n k  w i t h  S t a t e  m o n i e s  w h e r e b y  t h e  b a n k  is a l l o w e d  
49% o w n e r s h i p  in p r o j e c t s  r a i s e s  a s e r i o u s  
q u e s t i o n  r e g a r d i n g  t h e  n a t u r e  of the bank. Is t h i s  
to be a S t a t e  i n s t i t u t i o n  o r  u l t i m a t e l y  a p r i v a t e
b a n k ?  O b v i o u s l y  t h r o u g h  49% c o n t r o l  o f  a l a r g e
n u m b e r  o f  c o r p o r a t i o n s  the S t a t e  b a n k  w o u l d  n o t  be 
e n c o u r a g i n g  p r i v a t e  e n t e r p r i s e  b u t  r a t h e r  c o n­
t r o l l i n g  it. It w o u l d  b e  m y  o b s e r v a t i o n  t h a t  the 
b a n k  s h o u l d  n o t  b e  c o m p e t i n g  w i t h  the e n t e r p r i s e  it 
s e e k s  to e s t a b l i s h  b u t  o n l y  a c t i n g  as a f a c i l i t a t o r  
in t h e  l e n d i n g  c o m m u n i t y .

(3) T h e  o v e r a l l  i n t e n t  of  the b i l l  a n d  the s t r u c t u r i n g  
of  a p r i v a t e  i n s t i t u t i o n  w h i c h  w i l l  u l t i m a t e l y  s t a n d  
o n  its o w n  is a n  e x c e l l e n t  c o n c e p t .  T h e r e  is a v e r y  
s t r o n g  n e e d  for th i s  b a n k  in A l a s k a  i m m e d i a t e l y .  I 
w o u l d  s u g g e s t  th a t  in f u r t h e r  d e f i n i n g  the n e e d  f o r  
the b a n k  a s u m m a r y  o f  c u r r e n t  b a n k i n g  in the r u r a l  
a r e a s  o f  A l a s k a  as w e l l  as the a v a i l a b i l i t y  of  s o u n d  
b a n k  f i n a n c i n g  in A l a s k a  as a w h o l e  be  i n c l u d e d .

(4) In s u m m a r y ,  the u l t i m a t e  s t r e n g t h  of this b a n k  w i l l  
n o t  c o m e  t h r o u g h  S t a t e  p a r t i c i p a t i o n  b u t  t h r o u g h  
the a b i l i t y  of a l o c a l  p e o p l e  in r u r a l  a r e a s  w h i c h  
is h a r n e s s e d  i n t o  the s t r u c t u r e  o f  the b a n k  f r o m  
i n c e p t i o n .  I d o  n o t  s e e  a n y  p r o v i s i o n  for l o cal 
p a r t i c i p a t i o n  d e f i n e d  in the bill.

J a c k  H a k k i l a

A t t a c h m e n t :  R e s u m e
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J a ck  0. Hakk i la

Born: W i l l im a n t i c ,  C o n n e c t i c u t ,  June 26, 1940

Ra ised  on p o u l t r y  farm in Can terbury ,  C o n n e c t i c u t .  Fa ther  r e t i r e d  
in 1959 tu rn inq  farming o p e ra t i o n  over  to me a t  t h a t  t ime .  R a i sed  
nou l t r y  th e re  and on o th e r  farms in Eas tern  C o n n e c t i c u t  u n t i l  1969 
when moved t o  F a i r b a n k s ,  Alaska

E d u c a t i o n :

1961: Bache lo r  o f  S c i e n c e ,  U n i v e r s i t y  o f  C o n n e c t i c u t ,  S t o r r s ,  C o n n e c t i c u t
in P ou l t r y  S c i e n c e .  The U n i v e r s i t y  o f  C on n e c t i c u t  i s  the land gran t  
i n s t i t u t i o n  i n  the S t a t e  o f  C on n e c t i c u t  w i th  the main camous a t  
S t o r r s .

1969 Master  o f  S c i e n c e  U n i v e r s i t y  o f  C o n n e c t i c u t ,  S t o r r s ,  C o n n e c t i c u t
A g r i c u l t u r a l  E conom ics .

P r o f e s s i o n a l  E x p e r i e n c e :

1959-69: P ou l t r y  o p e r a t i o n s  in Ea s te rn  C o n n e c t i c u t .  Served on Boards o f
D i r e ' t o r s ,  U n i t ed  C o o p e r a t i v e  Farmers, I n c .  and W i l l im a n t i c  Eqq 
Au c t i on ,  I n c .  U n i t ed  C o ope ra t iv e  Farmers, In c .  i s  a feed manufacturer  
and market ing c o o p e r a t i v e  w ith  headquarters  in F i t c h b u r g ,  M a s s a chu s e t t s  
s e rv in g  the New Enqland a r ea .  The U i l l im a n t i c  Egg A u c t i o n ,  I n c .  was 
an eqg market ing  c o o p e r a t i v e  in Southern New Eng land .

1969-70: A s s i s t a n t  P r o f e s s o r ,  E conomics ,  U n i v e r s i t y  o f  A l a s k a ,  F a i r b ank s ,  
A la ska .  The U n i v e r s i t y  o f  Alaska i s  the land gr an t  i n s t i t u t i o n  for 
the S t a t e  o f  A la ska  w i th  the main camous l o c a t ed  a t  F a i r b a n k s .  The 
Department o f  Economics  i s  par t  o f  the School o f  B u s i n e s s ,  E conom ic s ,  
and Government w i th  a v i t a l  r o l e  in p rov id ing  d i r e c t i o n  for the 
S t a t e  o f  A laska  dur ing  a dynamic per iod  o f  change w i t h  the advent
o f  Prudhoe Bay o i l  d i s c o v e r i e s  and development .

1970-74: F i e l d  U nd e rw r i t e r ,  New York L i f e  Insurance  C o . ,  F a i r b a n k s ,  A la sk a .
New York L i f e  In surance  Co . i s  one o f  the three l a r g e s t  mutual l i f e
insurance  compan ies  in the Un ited  S t a t e s .  During t h i s  t ime the  f i r s t  
l i f e  in su ran ce  s a l e s  o f f i c e  for any major company was opened in I n t e r i o r  
A laska  a t  F a i r b a n k s .  1973, l ed  the North P a c i f i c  R eg ion  in  group 
insurance  s a l e s .

1974: S e l f  employed as par tner  in  F i r s t  I n d u s t r i a l  F i n a n c i e r s  o f  A la sk a .
F i r s t  I n d u s t r i a l  F i n a n c i e r s  represented  over one b i l l i o n  d o l l a r s  o f  
loan packages to o u t s i d e  f i n a n c i a l  i n s t i t u t i o n s .

1975: Account Ex e cu t i v e  t r a i n e e ,  M e r r i l l  Lynch ,  P i e r c e ,  Fenner 5 Smith ,
C a l i f o r n i a  S t r e e t  O f f i c e ,  San F r a n c i s c o .  M e r r i l l  l y n c h  i s  one of  the 
n a t i o n ' s  l e a d in g  brokerage firms. The C a l i f o r n i a  S t r e e t  o f f i c e  i s  one 
o f  the major o f f i c e s  w i t h i n  Lite firm s t r u c tu r e .  T r a i n i n g  was s p e c i f i c  
r e l a t i n g  to A laskan  i n d u s t r i a l  d e v e l o n<nent. All p r o j e c t s  o f  F i r s t  
I n d u s t r i a l  F i n a n c i e r s  were turned ovei to M e r r i l l  Lynch .
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1975-76: S e l f  employed, Patent Development.  Worked c l o s e l y  w i t h  Mr.
Jo seph  C. Ba lch  o f  S a l c h a ,  A laska  in d ev e l op in g  c e r t a i n  p a t e n t s  
r e l a t e d  to  s o i l s  r e f r i g e r a t i o n .  Mr. Ba lch  i s  h o ld e r  o f  o v e r  
t h i r t y  p a t e n t s .  The i n i t i a l  s o i l s  r e f r i g e r a t i o n  p a ten t  was one 
o f  the ten Award o f  Mer i t  e x h i b i t s  a t  the annual new produc t s  
e x h i b i t s  a t  the Mew York Co l i s eum  in 1966.

O c tober  1976-May 1977: A s s i s t a n t  P r o j e c t  D i r e c t o r ,  V i l l a g e  Management 
A s s i s t a n c e  Program, Tanana C h i e f s  C on fe ren ce ,  I n c .  F a i r b a n k s ,
A la s k a .  The Tanana Ch i e f s  C on feren ce ,  Inc .  i s  t. .e n o n - p r o f i t  
c o r p o r a t i o n  s e rv in g  the area encomoassed by Doyon L t d . ,  one o f  
the tw e lv e  r eg i on a l  cr p o r a t i o n s  e s t a b l i s h e d  by the  A laska  N a t i v e  
C l a im s  S e t t l em en t  Act . The V i l l a g e  Management A s s i s t a n c e  Program 
was e s t a b l i s h e d  to  prov ide  management a s s i s t a n c e  to v i l l a g e  
c o r p o r a t i o n s  e s t a b l i s h e d  by the ANCSA. The A s s i s t a n t  P r o j e c t  
D i r e c t o r  was in  charge o f  the s t a f f  o f  e i g h t  p e o p l e , i n v o l v i n g  
c o n s i d e r a b l e  t r ave l  throughout the reg ion  to i d e n t i f y  needs 
o f  v i l l a g e  c o r p o r a t i o n s .  The v i l l a g e s  o f  Galena and Ruby responded 
most f a v o r ab ly  to  an ed u c a t i o n a l  approach w ith  a reques t  f o r  fu r ther  
a s s i s t a n c e .

May 1977: S a l e s  Manager, f i r s t  Tundra Times Sp e c i a l  Summer E d i t i o n .
The Tundra Times Sp e c i a l  Summer E d i t i o n  was d i r e c t e d  as  a f r e e  
a d v e r t i s i n g  m a i l e r  to  the s t a t e ' s  n a t i v e  community north o f  the 
A la ska  Range. The con ten t  o f  the paper featured  A laskan a g r i c u l t u r e .

June ,  1977-Aunust,  1977: I n s t r u c t o r  in A g r i c u l t u r e ,  U n i v e r s i t y  o f  A laska
Reg iona l  Learn ing  C en ter ,  G a l e n a ,  A la ska .  The Reg iona l  L e a r n in g  
C en te r  was o f f i c i a l l y  founded in the beg inn inn  o f  J une ,  1977 to 
s e r v e  the  v i l l a g e s  in  the M idd le  Yukon, Koyukuk a r e a s .  The 
I n s t r u c t o r  in A g r i c u l tu r e  assumed r e s p o n s i b i l i t i e s  to  e s t a b l i s h  
an exper imenta l  s t a t i o n  in Ga lena  w i th  tea ch ing  r e s p o n s i b i l i t i e s  
in  Ruby and Ga lena in  a g r i c u l t u r e .

September,  1977: Con tr a c to r  to  prepare a grant for a g r i c u l t u r a l  d eve lopment ,
N o t a a g h l e e d i n ,  L ‘ d. G a l en a ,  A la sk a .  N o t a a gh le ed in ,  L t d .  i s  the 
v i l l a g e  c o rp o r a t i o n  o f  G a lena ,  A la ska .  The s e r v i c e  agreement w ith  
the N o t a a g h l e e d i n ,  L td .  p rov id e s  for  the p repara t ion  of  a g r a n t /  
o r  l e g i s l a t i v e  a p p l i c a t i o n  for a g r i c u l t u r a l  development f o r  the 
M o t a agh le ed in ,  Ltd.

O c tob e r ,  November, 1977: P r e s en t l y  omoloyed as A s s i s t a n t  W i l d l i f e  and 
Parks O f f i c e r ,  Tanana Ch i e f s  Con feren ce ,  Inc .  T h i s  p o s i t i o n  
in c l u d e s  r e s p o n s i b i l i t i e s  to  arrange and a s s i s t  in h o ld in g  
meetincis w i th  the Tanana C h i e f s  Adv isory  F i sh  and Game C o u n c i l  
and the S t a t e  o f  Alaska F i s h  and Game Adv isory  Committees i n  
Tanana ,  For t  Yukon, G a l e n a ,  Holy C r o s s ,  and McGrath.
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1962: One o f  four I n t e r n a t i o n a l  Farm Youth Exchange d e l e g a t e s  to
Sw i t z e r l a n d ,  May-November. The I n t e rn a t i o n a l  Farm Youth Exchange 
Program was o rg an i z ed  to promote b e t t e r  under s t and ing  between 
and among farm p e op l e s  in 128 c o un t r i e s  wor ldw ide .

1962: One o f  three  American d e l e g a t e s  to the Th i rd  World  Rural Youth
Con fe ren ce ,  Lun tern ,  H o l l a n d .  Held in June ,  1962, the T h i r l d  
World Rural Youth Conference  was sponsored by th e  World Assembly 
o f  Youth, New York, New York. Conference a t t e n d e e s  came from 
throughout the  free  wor ld  to  d i s c u s s  mutual prob lems o f  rura l  
l i f e .

1969: Author ,  O i l ,  C a t a l y s t  f o r  A laskan Economic G r ow th , a paoer  presented
a t  the 20th A laska  S c i e n c e  Con fe ren ce ,  F a i r b a n k s ,  A l a s k a .

1975: Co -Author  w i th  Jo seoh  C. B a l c h ,  Permafrost : From the  Bottom U p ,
a paper presented  a t  the T h i rd  Port and Ocean E n g i n e e r in g  Conference  
Under A r c t i c  C o n d i t i o n s ,  U n i v e r s i t y  o f  A la s k a ,  F a i r b a n k s ,  A l a s k a .

1976: Author , O i l , E n e r g y  and Ba lanced Economic Growth i n  A l a s k a , a paper
presented  at  the 27th A laska  S c i e n c e  C on f e ren ce ,  U n i v e r s i t y  o f  
A la s k a ,  F a i rb ank s ,  A la ska .

1977: Author , A la sk a ,  the N a t i o n ' s  Powerhous e ,  a paper p r e sen t ed  a t  the
Fa irbanks  town meet ing on Energy ,  F a i rb ank s ,  A l a s k a ,  March , 1977.

1977 : Attended S a f e ty  o f  S t ru c tu r e s  under Dynamic L o a d in g ,  T r on an e im ,
Norway. The con fe ren ce  con s id e red  problems o f  c o n s t r u c t i o n  o f  
o f f s h o r e  d r i l l i n g  p la t forms in Northern l a t i t u d e s  wi th the  
b e s t  known l e c t u r e r s  in  s evera l  f i e l d s  over  a p e r i o d  o f  ten d ay s .

19/7: Attended annual meet ings  o f  the ' Imerican A g r i c u l t u r a l  E c o nomics
As s o c i a t i o n . San D i e g o ,  C a l i f o r n i a .  R e p r e s e n t a t i v e  o f  Citizens 
f o r  the Management o f  A laska  Lands .

P r e s e n t l y :  Co -Chairman w i th  Dr. Wayne E .  Burton in o r g a n i z i n g  a symposium
for  the annual meet ings  o f  the  American A g r i c u l t u r a l  Economics  
A s s o c i a t i o n  in B l a c k sbu r g ,  V i r g i n i a ,  " C r e a t i n g a Northern A g r i c u l t u r e , 
th e A la s k an C a s e . "  These  w i l l  be the f i r s t  e v e r  j o i n t  mee t ing s  o f -
the American and Canad ian  A g r i c u l t u r a l  Economics  A s s o c i a t i o n s .

197 / :  Author, E d i t o r i a l  for Tundra Times suppor t ing  the Northwest  P i p e l i n e
route  and concurren t  pe trochemica l  development in I n t e r i o r  A la s k a .
The Tundra Times i s  the s t a t e ' s  o l d e s t  newspaper w i t h  emphas is  on
news d e l i v e r y  to n a t i v e  communit ies .

Professional awards, conferences, and papers:

Member: Alpha Gamma Rhov P r o f e s s i o n a l  A g r i c u l tu r a l  F r a t e r n i t y .  
Gamma Sigma D e l t a ,  Honorary A g r i c u l t u r a l  F r a t e r n i t y  
American A g r i c u l t u r a l  Economics  A s s o c i a t i o n



R e s u m e  (page t h r e e )

D e c e m b e r ,  1 9 7 7 -  p r e s e n t :  U n d e r  c o n t r a c t  w i t h  t h e  B u r e a u  o f
I n d i a n  A f f a i r s  to o r g a n i z e  the A l a s k a  A g r i c u l t u r a l  
D e v e l o p m e n t  F o u n d a t i o n .  T h e  f o u n d i n g  c o n v e n t i o n  w a s  h e l d  
a t  the A l a s k a  M e t h o d i s t  U n i v e r s i t y  J a n u a r y  2 6 - 2 8 ,  1978.
A s  o n e  o f  t h e  f o u n d i n g  d i r e c t o r s ,  c u r r e n t l y  w o r k i n g  o n  
f i n a n c i n g  t h e  f o u n d a t i o n .

F e b r u a r y ,  1 9 7 8 -  A p r i l ,  1978: C o n r u l t a n t  to t h e  U n i v e r s i t y  o f
A l a s k a  to b e g i n  t e a c h i n g  p r o g r a m s  in C o n t e m p o r a r y  B u s i n e s s ,  
A c c o u n t i n g ,  a n d  T y p i n g  in  the v i l l a g e s  o f  A l l a k a k e t  a n d  
B e t t i e s ,  A l a s k a .

M a r c h  16, 1 9 7 8
I a m  c u r r e n t l y  d e v e l o p i n g  a p a p e r  o n  f i n a n c i n g  a g r i c u l t u r a l  

d e v e l o p m e n t  in  A l a s k a  w h i c h  w i l l  b e  d e l i v e r e d  a t  t h e  s y m p o s i u m  
o n  A l a s k a n  a g r i c u l t u r e  a t  t h e  A m e r i c a n  A g r i c u l t u r a l  E c o n o m i c s  
A s s o c i a t i o n  a n n u a l  m e e t i n g s  at B l a c k s b u r g ,  V i r g i n i a  m e n t i o n e d  
a b o v e .  M y  r e s e a r c h  to d a t e  h a s  i n c l u d e d  v i s i t s  to t h e  F e d e r a l  
R e s e r v e  B o a r d  i n  W a s h i n g t o n ,  D. C. as w e l l  as to t h e  F e d e r a l  
L a n d  B a n k , F e d e r a l  I n t e r m e d i a t e  C r e d i t  B a n k  a n d  t h e  B a n k  for 
C o o p e r a t i v e s  in W a s h i n g t o n ,  D. C. I f i r s t  b e c a m e  a w a r e  o f  t h e  
H o u s e  B i l l  763 a t  t h e  F e d e r a l  I n t e r m e d i a t e  C r e d i t  B a n k  o f f i c e  
i n  S p o k a n e ,  W a s h i n g t o n  l a s t  w e ek.
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MESSACES FROM THE GOVERNOR

"February 22, 1978

Th* honorable Hugh Malone 
Speaker of the House 

Alaska State Legislature 

Juneau. Alaska 99811

Dear Mr. Speaker:

it Is m y  expressed objective to encourage and assist ccwmerclal development 

o f  presently under-utlllied Alaska fish resources. Development activities 
which are economically sound and will lead to healthy coemunlty and State 

growth are of the highest priority. Therefore. I aai committed to the estab- 

llshrcnt of a resident Alaska fishing fleet on bottom fish stocks and o n­

shore processing facilities.

If bottom fish development 1s to occur within a schedule wore rapid thun 
would occur 1n normal market operation. State Government must act as a 

catalyst, taking positive actions, now. I as convinced that the Industry 
and Alaska coastal coonunltles can and must develop In harmony with rational 

planning. This Is especially true for the Aleutian Islands - A U s k a  Penin­

sula region where substantial fisheries activities have occurred with little 

or no tegard to coemunlty needs.

To provide for the coordination o f  such efforts emanating from the Legislature, 

the Executive, and the University of Alaska, 1 Invite your designation of two 
mtmbers of the House to join with an Administration team to consider and 

expand or modify the following action plan:

1. Identify the financial and administrative requirements necessary 

for a comprehensive Infrastructure development plan for Alaska 

coastal coenunlttes.

a. Concentrate efforts In the areas of greatest potential and 

need.

b. Consider present and future support needs of a fishing In­

dustry and requirements for healthy coemunlty development.

«. Review the New Cities Act as an Instrument for 1'*-astruc-
ture development, should new cofiwnltles be ren „d.

d. Recommend specific comprehensive port development projects.

2. Provide funds to support bottom fish production trials by existing 

in-shore vessels using gear types other than single vessel trawls. 

Through an educational system, encourage experienced technicians and 
fishermen from other slates and countries to participate In this 

and other similar research and development projects.

3. Actively seek and encourage responslbli Investment, both domestic 

and foreign, through organljed development groups to.promote In­

vestment opportunities.

4. Prepare analyses of capital requirements whereby State financial 

programs may provide Incantlves for ci-shore processing plant 

Investments.

5. Prepare a work document to determine technical and financial 

assistance necessary to assure tnat properly equipped vessels 
are prepared to enter the fishery as markets and handling facil­

ities are established.

6. Investigate the desirability and feasibility of obtaining a waiver 
to the Jones Act for temporary use of American manned foreign v e s­

sels during conversion to a U.S. Fleet.



February 23, 1978 HOUSE JOURNAL

7. Identify end reconmend favorable i m i  for future trade development 

activities and assist In the development of an aggressive marketing 
program nationally and Internationally.

8. Continue administration and analysis of existing assistance programs 
to processors. Continue application and administration of EDA tech­

nical assistance grants to support fishing operations.

9. Coordinate Stale participation with private Industry and federal 
Involvements encompassing bottom fish development activities.

Thank you Hr. Speaker for your encouragement and support. I firmly believe 

that this cooperative effort will result 1n a comprehensive, coordinated 
approach to the development o f  this vital State resource.

Copies of Che Governor's letters have been placed on each 
m e m b e r’s desk.



F A R M  C R E D I T  B A N K S  B U I L D I N G  
W.  >05 F I R S T  A V E N U E  
S P O K A N E ,  W A S H I N G T O N  99204 
T E L E P H O N E :  (509) 456-7340

SPOKANE BANK FOR COOPERAT IVES

April 20, 1978

The Honorable Alvin Osterback 
House of Representatives 
Pouch V

Juneau, Alaska 99811 

Dear Mr. Osterback:

I appreciated the opportunity to visit with you last week regarding the 

Bank for Cooperatives' potential involvement with the Commercial Fishing 
and Agriculture Cooperative Development Bank. We would be pleased to assist 

in the development of the bylaws, lending guidelines and other policies and 
procedures of the new Cooperative Development Bank. Our Senior Vice President,

A. E. Van Winkle, who has had over thirty years experience with our Bank, 
would be available to assist the board and management of the Cooperative Devel­
opment Bank in the development of policies and procedures.

I have enclosed the index of our Bank's Policy and Operations Manual and 
a copy of the Credit and Business Development Department section of this 

manual. Toward the end of this section is a Credit Report Format which may 
be of interest. The Credit Report is the document used by our loan analysts 
to present a loan proposal to the Loan Committee for its approval or rejection. 
All sections of our Policy and Operations Manual are available to you and would 
be made available to the Board of Directors of the Cooperative Development Bank.

Also enclosed is a copy of the Bylaws of Growers Credit Corporation. Growers 
Credit Corporation is a cooperative organized to make loans to its grower- 
members. This cooperative obtains its funds from the Bank for Cooperatives 
and lends those funds plus its own net worth to its members.

The enclosed documents are only an indication of the type of information that 

is available. We would be pleased to provide any information that you may 
request. Senator Kerttula, Jim Edenso and Keith Specking have requested that 
we send copies of the enclosed information to them also. I have mailed this 
information to them under separate cover.

Mr. Van Winkle and I plan to be in Juneau during the month of May. We would 

like to meet with you at that time and I will call to make an appointment.
If we may be of any assistance prior to that time, please do not hesitate to 
call on us.

Very truly yours,

harry K. ButterfieluJ 
Assistant Vice President

Enclosures
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CREDIT AND BUSINESS DEVELOPMENT DEPARTMENT

A. APPLICATION PROCESSING PROCEDURES

Business analysts' responsibilities in connection with loan accounts 
will include processing applications for loans, processing other 

requests made by the borrowers, calling to the attention of the 

Vice President-Credit or other Bank officer unusual circumstances 
which may jeopardize the loan or the Bank's relationship with 
the borrower, and generally serving as the Bank's primary contact 
with the borrower.

A set of application forms should usually be sent to borrowers 
with seasonal loans at least 60 days prior to the expiration 
date of the loan. A set of application forms will include an 

Application for Loan (Form BC 126), Resolution of the Board 
of Directors (Form BC 126-C), and a Corporate Certificate (Form 
BC 126-B for repeat borrowers and Form BC 126-D for new borrowers). 
Sample forms are attached in the Appendix. More than one type 
of loan may be applied for by the use of one set of application 
forms.

Credit Department personnel will be assigned to applicants or 

borrowers by the Vice President-Credit. The account will then 
remain the responsibility of the person so designated until 

it has been reassigned. Applications should be reviewed for 

adequacy upon receipt. Generally defective or incomplete appli­
cation papers should be returned to Che borrower immediately 

for correction in order that the attorney's opinion can be com­
pleted before the application is presented to the Loan Committee. 
However, if the discrepancy is such that it will not hinder 

completion of the attorney's opinion, the application paper(s) 
may be returned to the borrower for completion following approval 
of a loan commitment by the Loan Committee.

Increases in applications and applications for increases in exist­
ing loans may be accepted by letter or verbally and need not be

accompanied by the usual Application for Loan and Corporate Certi­
ficate if received within 12 months of a previous, complete 

application. Likewise, applications for a different type of loan 
may be accepted by letter or verbally, and need not be accompanied 
by the usual Application for Loan form and Corporate Certificate 
if received within 90 days of a previous, complete application.

In either case, a replacement Resolution of Che Board of Directors
will be needed l j support the increased amount.

1X-1
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B. CREDIT ANALYSIS AND REPORTING PROCEDURES

1. General:

All loan actions by the Loan Committee shall be taken on the 

basis of information presented within a written memorandum, 
credit report or supplemental credit report. Such reports 

normally shall be prepared prior to a loan commitment action 

by the Loan Committee. In unusual cases where it is necessary 

to make a commitment without a written report, a post-commitment 
written report shall be prepared containing the relevant infor­
mation upon which the commitment was considered and made.

In order to facilitate reading and understanding credit report 

information, such reports should utilize a consistent, uni­
form format to the extent appropriate to the circumstances.

The credit report shall contain sufficient information to 
allow members of the Loan Committee and, where appropriate, 
representatives of the Central Bank for Cooperatives and 

Farm Credit Administration, to make independent judgments 
relative to credit report recommendations. In general, the 
amount of time, effort and thoroughness of credit analysis 
shall vary depending on such factors as:

a. Loan amount

b. Loan quality

c. Loan complexity

d. Bank's experience with applicant - An original application 

requires more analytical detail than a supplemental. An 
applicant that has not borrowed from the Bank for some 
time requires more analysis than one upon which a credit 
report has recently been written.

e. Type of applicant - An applicant with an operation of a 
type unuaual or unfamiliar to Bank personnel requires a 

more exhaustive analysis than one of a type commonly 
handled. Material prepared by outside consultant? should 

be made part of the credit report whenever necesi ry for 
adequate analysis.

£. Special handling requirements - Additional credit report 

detail is needed on loans requiring Farm Credit Admini­
stration's approval since their representatives may not 
have access to background information available to Bank 
personnel.

IX—2
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2. Credit Reports:

The p r im a r y  purp os e  of a c re d i t  report is to summarize, c o m­

mu n i c a t e  and d o c u m e n t  the i n f o r m a t i o n  needed for a loan 

decision. A c r e d i t  re po r t  should be prepared in c o n n e c t i o n  

wit h  m o s t  loan appli c a t i o n s . An e x c e p t i o n  may be ma d e  if 

there is a recent cr e d it  report on file and there h ave 

b e e n  no m a j o r  changes. In such cases the a p p l i c a t i o n  may 

be pre s e n t e d  by a m e m o r a n d u m  s u p po r t e d  by the last credit 

r e p o r t .

A total credit report will be in two parts - a "Cre d i t  Report" 

(format shown in E x hi b i t  1) w h i c h  p re s e n t s  the a p p l i c a t i o n  

and curr e n t  s u p p o r t i n g  i n f o r m a t io n  and a " P e r m a n e n t Report" 

(format s h o w n  in E x hi b i t  2) which co v e r s  m a t t e r s  that u s u a l l y  

do not c h a n g e  muc h  from year to year. The curr e n t  credit 

report sh o u l d  mak e  r e f e r e n c e  to the perm a n e n t  report and any 

s i g n i f i c a n t c h a n g e s  since the permanent report was prepared. 

The total credit report and p e r m a n e n t  report c om b i n e d  should 

be s e l f - c o n t a i n e d  to the extent that r e p r e s e n t a t i v e s  of the 

Central Bank for Co o p e r a t i ve s ,  Farm Credit A d m i n i s t r a ti o n ,  

and ot h er s  not clos e l y  a s s o c i a t e d  with the a s s o c i a t i o n  will 

have i n f o r m a t i o n  and b a c k g r o u n d  n e c e s s a r y  for a decision.

3. Other Me moranda:

a. A m e n d m e n t s  - A request for an am en d m e n t  in loan terms 

should be p r e s e n t e d  by a m e m o r a n d u m  pr e pared by the 

as s i g n e d  b u s iness analyst.

N o r m a l l y  c h a n g e s  in loan agreement p r o v i s i o n s  should 

be h a n d l e d  by an a m endment to the e x i s t i n g  loan agreement.

b. M i s c e l l a n e o u s  - O t h e r  actions w hich r e qu i r e  analysis

by the Credit Depar t m en t  need to be initiated by a m e m o­

randum s e t t i n g  forth the n e c e s s a r y  information.

C . B O R R O W E R  R E L A T I O m s

In a dd ition to the h a n d l i n g  of v a r i o u s  loan s e r v i c in g  activities, 

an a lysts a s s i g n e d  to s p e cific b o r r o w e r  accounts shall have a 

m a j o r  r e s p o n s i b i l i t y  to d e v e l o p  and m a i n t a i n  good b o r r o w e r  r e l a­

tions. Inasmuch as such analysts u s ua l l y  serve as the Bank's 

primary cont a c t with  the borrower, a two- w a y  c o m m u n i c a t i o n  liaison 

role is e s s en t i a l  to goo d  B a n k - b o r r o w o r  relations,

IX-3
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NEW BUSINESS DEVELOPMENT

Th e  f o l lowing 6hall be dev e l o p e d  and m a i n t a i n e d  by the Credit 

D e p a r t m e n t :

1. Names and a d dresses of o p e r a t i n g  c o o p e r a t i v e s  in the District 

and a record of n e w  business d ev e l o p m e n t  c o n t a ct s  ma d e  by 

Bank r e p r e s en t a t i v e s .

2. A separate " Loan Inquiry" file co n t a i n i n g  i n f o r m a t i o n  r e g a r d­

ing inquiries from pot e n ti a l  b o r r o w e r s and the Bank's response.

3. A separate "Ne w  C o o p e r a t i v e  O r g a n i z a t i o n  Inquiry" file c o n­

taining i n f o r m a t i o n reg a rd i n g  inquiries from groups d e s i r i n g  

in f o r m a t io n  or a s s i s t a n c e  in forming a cooperative.

H A N D L I N G  OF S P E C I A L  A T T E N T I O N  LOANS

In order for the credit staff to hav e  an eff e c t i v e  format to deal 

with loans need i n g  special a t t e n t i o n  and to provide the a s s o c i a ti o n  

w i t h  a d e t ailed ti m e- f r a m e d  p r o g r a m  for seeking a s o l u t i o n to 

the problems identified, the following pro ce d u r e  is to be used:

1. A Special A t t e n t i o n  Loan List will be m a i n t a i n e d  by the Vic e

P r e s id e n t - C r e di t  and Business D e v el o p m e n t  id e n t i f yi n g  loans 

which have serious credit weaknesses. This list will be 

reviewed and upda t e d  at the m o n t h l y  credit staff m e e t i n g  

at which time any chan g e s  in the con d i t i o n  or status of 

a listed loan will be dis cu s s e d  in detail. During the week 

following the credit staff meeting, the Loan C o m m i t t e e  will 

re v ie w  the list and du r i n g  the succ ee d i n g  m onth may add 

loans to the list as it reviews the respective loan proposals.

Loans in this special a t t en t i o n  c a te g o r y  are to have s i g n i­

ficant credit w e a k n e s s es  i n c l u d i n g one or more of the following:

a . Inadequate w o r k i n g  capital;

b. History of low e a r n i n g s  or recent substantial d e c rease 

in earnings;

c. Management change, or poor manage m e n t ;

d. Inventory or r e ce i v a b l e  problems;

e. Problems in p r oviding normal statement a or reports to 

the Bank;

IX-A
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f. Cash flow pr o b l e m s  or d e l i n q u e n c y  with m a j o r  creditors;

g. Highly leveraged position;

h. Recent s i g n i f i c a n t  change in sales; and

i. E v i d e n c e  of s p e c u l a t i o n  in eit h e r  m a r k e t i n g  c o m m o d i t y  

or supply inventory.

Any loan of the Bank h a v i n g  such w e ak n e s s e s  should be c o n s i d­

ered for i n c l u s io n  on this Special At t e n t i o n  Loa n  list. Efforts 

should be made, however, to keep the number of loans on this

list to a m i n i m u m  so that the credit staff can m a x i m i s e  its

efforts on those a c c ounts which need p r i o r i t y  attention.

2. When a loan is added to the Special A t t e n t i o n  L o a n  List for 

the first time, a m e e t i n g  will be r e quested with the a s s o c i­

ation's m a n a g e m e n t ,  and in most cases, the board wi t h i n  

30 days after the loan has been put on the Special A t t e n t i o n  

Loan List. This m e e t i n g  should be a tt ended by the business 

analyst h a n d l i n g  the acco u n t  and a junior or senior officer.

The f o llowing areas will be di s c u s s ed  during that meeting:

a. E v a l u a t i o n  of problem;

b. D i s c u s s i o n  of a l t e r n a t i v e s  for s o l ution of the problem,

or problems;

c. D e t e r m i n a t i o n  of a formrt and timetable for c o r r e c t i v e  

act i o n .

S u f f i c i e n t  in f o r m a t io n  will have been g a t hered prior to this 

m e e t i n g  by the Bank staff to d e t e r mi n e  the format for the 

m e e t i n g  and prep a re  any n e c e s s a r y  c o m p arisons, ratios, charts 

and graphs, or o ther i n f o r m at i o n  to assist the m a na g e r  and/or 

Board in i d e n t i f i c a t i o n  of the p r o bl e m  and in d e t e r m i n a t i o n  

of a s o l u t io n  to the problem. After the m e e t i n g  with the 

asso c i a t i o n , the b u s i n e s s  analyst will prep a r e  a report for 

the Loan  C o m m i t t e e  wh i c h  will c over the following areas:

a. The extent of the p r o b le m  or problems which caused the 

loan to be c l a a s i f i e d  an a special a t t e n t i o n loan will 

be e x p l a i n e d  in c luding the extent of the impairment of 

the financial c o n d i t i o n  and/or the potential loss in­

vol v e d  .
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b. The c a u se  of the p r o b l e m  will be identified and d iscussed;

c. A p r o g r a m  for c o r r e c t i v e  ac t i o n  will be d e s c r i b e d  with 

sp e c i f i c  d ates for c o m p l e t i o n  of each c o r r e c t i v e  step 

p r oposed. Ideally, this p r o g r a m  w ill have bee n  presented 

to the b oard of d i r e c t or s ,  or d e t e r m i n e d  d u r i n g  the m e e t i n g  

with the a s s o c i a t i o n  so as to have had the co n c u r r e n c e

of the m a n a g e r  and board. An e x a m p l e  of a propos e d  time

format is attached as E x h i b i t  "A".

4. The p r o g r a m  will then be pre s e n t e d d v  the analyst to the 

Loan C o m m i t t e e  and the Loa n  C o m m it t e e  will h a v e  the r e s p o n s i­

bi l i t y  of r e v i e w i n g  the prog ra m  and i m pl e m e n t i n g any follow- 

thro u g h  action.

5. An o u t l i n e  of the p r o g r a m  inc l u di n g  each c o r r e c t i v e  step with 

a p p r o p r i a t e  time frames will be d e s c r i b e d  in a letter to be 

sent to the board thereby r e i n f o r c i n g  the Bank's c o n c er n  

about the pr o b l e m s  involved and r e c o nf i r m i n g  de a d l i n e s  of 

ac t io n  to be taken by the association.

6. The V ice P r e s i d e n t - C r e d i t  and B u s i n e s s Develo p me n t  will m a i n­

tain a m a s t e r  calen d a r for all loans included in the special 

a t t e n t i o n  loa n  c a t eg o r y  w h i ch  will show all acti o ns  required 

by the p r o g r a m  sub m i t t e d  to the L o a n  C o m m i t t e e  and the res p e c­

tive d e a d l i n e s  for each step therein. These pr o grams will

be r ev i e w e d  at least m o n t h l y  with the credit staff, or more 

o f t e n  as nece s s a r y .

7. Unless s p e c i f i c a l l y  wa i v e d  by the Loa n  Committee, all 

special a t t e n t i o n  loans will have the fo llowing r e q u i r e­

ments:

a. M o n th l y  financial s tatements; and

b. M o n t h l y  or m o r e  frequent collateral reports.

8. In order to facilitate the a c t i o n  p r o g ra m  wit h  the a s s o c i­

ation, it m a y  be s u ggested at the m e e t i n g  with the board 

and m a n a g e m e n t  that a c o m m i t t e e  of the board be formed to 

work w i t h  the Bank d e t e r m i n i n g  and i m p l e menting the solution 

to the financial problems of the association.

9. If at any time a loan is not r e s p o ns i v e  to these special 

loan h a n d l i n g  p rocedures or o t h e r w i s e  merits more c o n c e n­

trated "pr o bl e m "  loan a d m i n i s tr a t i o n ,  then the m a t t e r  should 

bu brought to the a t t e n t i o n  of Loan C o m m i t te e  and the Loa n  

C l o s i n g  and S e r v i c e s  D e p a r tment.

IX—6
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Section IX

CREDIT IMPORT FORMAT

Appl. No. 

Date

TO: Loan Committee

FROM: (name of analyst)

APPLICANT: (name and address of association)

PRODUCT OR SERVICE AND RECENT LOAN HISTORY

1. Brief description of services provided, products handled, and in some 
cases, the area or areas served.

2. Schedule summarizing recent loans and those now in effect showing loan 

number, date, amount of commitment, amount brought forward, advances, 

peaks, lows (seasonal only) and current outstanding balance.

Generally, the low shown for a seasonal loan should be the low to date for 
the season being financed by the loan. This schedule should be followed 

by brief comments, as appropriate, concerning such things as the period 

during which the seasonal loan was zeroed out, reasons for a carryover in 
a seasonal loan or an increase in a carryover, payment status of the term 

loan, security provisions for the term loan (if such will not. be presented 
later), etc.

REFERENCE TO PERMANENT REPORT

The following statement should be used in referring to t he* Permanent Report:

This report is supplemented by a Permanent Report dated _  ___
which contains information concerning this association that does not 
ordinarily change much from year to year. The Permanent Report has been 
reviewed and remains correct in all material respects except the follo w i n g :

AMOUNT A PPLIED FOR AND _PIIRPOSK

1. Description of amounts applied for and purposes for which funds will be 
u s e d .

2. Comments as required regarding:

a. Reasons for a difference in the .loan proposed from that applied 

for on the written application

b. Reasons tor an increase in a seasonal line
c. The adequacy of the seasonal line to do the job.

l. Schedules listing xponditures shouLd not only be structured to convey 
information to the Loan Committee, but should also be designed so they 
can be used for, or at least provide, a meaningful basis for the 
"Schedule of Expenditures Report" which will he required of the borrower. 
The "breakdown" to be used in the "Schedule of Expenditures Report"

- 1-
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Exhibit 1

S e c t i o n  IX

should be coordinated with the borrower when possible.

4. For term loans, areas to bo considered and commented on may include:

a. Whether major construction projects are covered by firm 
contracts

b. Plans regarding performance bonds

c. Timing of capital expenditures and expected completion 
dates

d. Need for the facility and expected benefits

a. Whether all property is covered by existing mortgage
f. Whether new property is deeded or leased

g. Who designed major construction
h. Site preparation and testing

i. Whether used equipment is included in purchases.

Other information that would be included in this section when appropriate:

a. Schedule showing all loans and commitments to this borrower by the 
Bank now in effect and being proposed

b. Indication of a participation loan

c. Indication of loans requiring prior or post approval by Farm Credit
Administration

d. Description of other lines of credit, if any, and the terms of such 
lines

e. A reminder if special handling is required; for example, when a

member of tne District Board, Central Bank or Federal Farm Credit

Board is also an officer, employee, or Board member of the association

f. Whether other creditors are to be paid, the amounts, plans, and other
pertinent information

g. When other creditors are involved, who holds the insurance policies
b. Comment regarding whether filing to cover "equipment of the type used

in farming" is necessary.

RECOMMENDATIONS

This section should .include a summary of recommendations regarding loan term 
and related mnttei's including, as appropriate:

1. Amounts and types of loans
2. Security
3. Advance limits

4. Repayment amounts and dates and commitment expiration dates
5. Requirements for performance bonds, contracts, mortgagee 

insurance, working capital, and other conditions
title

6. Waiver .if collateral reports are not to be required
7. Outstanding balance clause amount for new or supplemental mortgages
8. Clearance for planned equity redemptions, facility expenditures, etc
9. Waiver if filing t.o cover "equipment of the type used in 

not necessary

farming" is

ID. Requirements regarding liens of other creditors

11. Review date if considered necessary
12. Special provisions.

2-
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Unless stated otherwise, it will be understood that the loan agreement 

will also include the terms in the standard printed loan agreement for 
the type of loan under consideration.

SECURITY

1. Describe the book and appraised values of the recommended fixed asset 
security.

2. Describe exclusions.

3. Show the percent the proposed and existing term loans are of the book 

and appraised values of the recommended security. If a portion of 

the seasonal loan rests on term security, this portion should be 
included in the foregoing percentage.

4. Indicate values of secondary security. If equities in other coopera­

tives arc used as secondary security, indicate whether the issuing 

company has waived its rights of offset.

5. Describe existing mortgages as to date, outstanding balance clause 

amount, and whether existing mortgages cover all of the recommended 
security.

6. If a new or supplemental mortgage is needed, indicate if it is to 
cover deeded or leased land, and whether there are any existing lions.
It' property .is leased, give name of the owner. If the owner is other 

than a major railroad, conr ider (and make appropriate recommendation 
in Recommendations section) the need to obtain a lien search against 
the owner and the need to require that the lease be recorded.

7. Provide information to support recommendations for mortgagee title 
i insurance.

Total amount of mortgagee title insurance required =

Total loan omovmt;

Est. total security appraisal value X list, dollar appraisal

value of real property 
security

n. Provide information lo support recommendation for outstanding balance 
clause..

9. If used equipment .is being obtained, indicate if a lien search against 
the vendor has or should be made. If the association has obtained 

such a search, copy of its search may do. if not, consideration 

should be given ho whether Bank should request r lien search. Generally, 

a search should be required unless the used equipment is only a nominal 
part of the total security.

10. Field investigation should include a check on procedures and values 

used in reporting collateral.
11. Collateral report format, should be coordinated with t.he borrower.

1.2. Indicate whether pool products pledged as security are covered by a
grower contract giving adequate authority to pledqo the products covered 
and whether substantially all. growers have signed t.he cont m e t ,

F.1 MANCIAL CONDITION

Comparative financial statements prepared as indicated on the instruction

cards attached and identified as Exhibits ______ through should be
attache! to each credit report.

E xhibit .1

S e c t i o n  IX
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Section IX

Comments should be made as required in the circumstances on balance

sheet accounts and in some cases on the figures on Exhibit "B" to the

credit report (the net worth reconciliation —  source and use figures).

Only accounts or changes of major significance require comments. Some
of the more common comments and concerns would cover:

1. Receivables

a. Comparative bv down

b. Comparative agi..g or number of days' sales covered, or both
c. Description of credit policy, both written and practiced

d. Adequacy of reserve for bad debts
e. Bad debt experience

f. Current condition of growers in the area. Have they had a 
particularly bad year?

2. Inventories

a. Comparative breakdown

b. Basis of valuation, i.e. cost, market or other basis

c. Position Is level or number satisfactory?

d. Whether costs that must be paid have been reserved when 

inventories have been valued at market
e. Obsolescence or dead wood

f. Inventory control procedures

g. Inventory turnover.

3. Net Facilities

a. Additions made or planned
b. Adequacy of the facilities

c. Condition of the; facilities.

<1. Qtho r Mot.es and Con t racts

a. Reasons for
b. Repayment terms
c. S e c u r i t y  for

d. Whether clearance is to be required or is to be waived

e. Business analyst should make it a practice to review UC.'C 
information requests before credit examinations and discuss 

indicated liens of other creditors with association. Other 

liens are to be discouraged. If a lien of a creditor other 

than thin Bank is to bo tolerated, the credit report should 

reflect the reasons and need for this lien, I lie value of the 

property covered, and a recommendation regarding clear nco 
or waiver of clearance.

5. Due Grower;'.

a. Indicate what account consists of
b. Indicate expected returns on pools and comparison with prior 

years, area cash market, etc.

c. Whether "capital retains" from the pool or pools covered .ire 
still in this figure or are in net worth.

r.fir-iv.n Manual

10-1-74



Exhibit 1

S e c t i o n  IX

6. Net Worth

a. Revolving plans and program

b. Adequacy of revolving program

c. Whether approval of a planned retirement is being requested 
or has already been approved

d. Adequacy of capital generation to fund satisfactory revolving 
program

e. Describe adjustments shown on the net worth reconciliation if 
significant in amount.

f. Terms and conditions of capital stock and equities are normally 
described on Exhibit ''Q" of the comparative financial statements. 

Banic should have sample copies on file of certificates or other 

writings (including letters of notification).

g. Due-dated capital should be shown in the term liabilities 

section of the balance sheet and should be called to the Loan 
Committee's attention.

CONTINGENT LIABILITIES

1. Describe.

2. If no contingent liabilities, so state.

3. Expected results of pending lawsuits or damage claims
4. Adequacy of liability insurance protection.

WORKING CAPITAL

1. Projection to the next harvest, next fiscal yenr-end, or both
2. Comparison with prior years

3. Capital flow planning. Borrowers should be encouraged to project

capital flows ahead five years or so and to update t.heir projections 

at least annually. A format for making such projections is attached 
as Exhibit ______ .

4. Comment as to the adequacy of working capital.

CURRENT orr-:HATTONS

1. Expected results of current year's operations, taking cun; to 

indicate the amount of patronage refunds included in net margin 
figure

2. Expected tonnage or volume

3. Expected pool returns arid comparison with prior years, area cash 
market, etc. (if not already covered under "Due Growers")

4. Significant developments that might bear on association's operations} 
for example, crop failure, closing down of major !o>\il industry, 

adequacy of irrigation water, pollution control requirements, 

changes in government regulations, etc.
5. Industry trends

G. Member support

7. Present and future needs by members for the goods and services 
provided. Possible need to change "goods and service" mix in the 
future.

0. New competition.

-5-
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Exhibit L

S e c t i o n  IX

I N S U R A N C E

1. Amounts and types of coverage for:

a. Buildings and equipment

b. Inventories

c. Product, automob. le, operations and premises liability
d. Employee dishonesty

e. Business interruption

2. Building and equipmant insurance, cash value or replacement cost
3. Frequency of insurance appraisals

4. Comment as to adequacy of insurance coverage.

ATTORNEY'S OPINION

1. Statement as to attorney's findings

2. Report any qualifying statements made by attorney in his opinion 
and make recommendations where required.

SOURCE OF INFORMATION

1. Sources of information and date(s) of visit or recent telephone or 
other contacts.

MANAGEMENT

1. Manager

2. Age (approximation if exact age is not known)

3. Years in position

4. Comments —  If management continues to be satisfactory, then omit 

No. 4. (This section will be used to discuss any changes or problem 
areas appropriate, including those listed below.)

a. Comments on any changes in management during the past year 

including reasons for the change and background and experience 
of the new manager

b. Comments on management ability if operating results or 
observations would indicate that management is not. or may 
not be able to perform adequately

c. If present management is anticipating retirement in the

near future, comment on the availability or lack of potential 
management within the organisation and, if possible, the age 
and experience of the probable replacement.

d. Observations concerning any problems between the board and 
management

e. Any dissension^ or problems with the board.

-f.-
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P E R M A N E N T  RE P O RT Exhibit 2

Section I

Prepared by 

HISTORY:

OPERATIONS:

TAX STATUS:

C O O P E R A T I V E

Date of i n c o r p o r a t i o n  -

Mergers, a c q u i s i t i o ns  or m a j o r  a d d i ti o n s  -

This section includes the date of i n c o r p o r a t i o n  and any 

si g n i f i c an t  events that have o cc urred since that date, 

inc lu d i n g  but not limited to m a j o r  c o n s t r u c t i o n  projects, 

mergers, a c q u isitions, chan g e s in op e r a tions, etc.

T hese events are listed c h r o n o l o g i c a l l y  and each item to 

be p r e ceeded by the year in w h i c h  the event occurred. If 

available, any c o n s t r u c t i o n  project also to include the 

price of the project.

Type of service or product - 

L o c a t i o n  of facilities

M a j o r  supplier, m a r k e t i n g  a f f i l i a t e  or agency -

T e r r o r i t y  served

Percent of volume in area -

Type of a g r i c u l t u r e

M e t h o d  of o p e r a t i on

If pool, timing of p a ym e n t s  - 

Brand names

M a r k e t i n g  contract - ; C a n c e l l a t i o n  provisions -

Exempt

C o m p l i a n c e  with 1962 Revenue Act 

Method of n o t i f i c a t i o n  to m e mb e r s

A S P E C T S :

C o r p o r a t e  paper are a de quate

P r o v i s i o n  for e l i m i n a t i n g  vo t i n g rights of inactive m e m b e r s  - 

V o t i n g  m e m b e r  limited to one vote 

or limit of 102 s tock d i v i d e n d  

V o t i n g  by proxy allowed 

V o t i n g  by mail allowed



PERMANENT REPORT (continued) Exhibit 2

Section I.'

CAPITAL: Type Voting Div. (%) Cum. Revolved Estates Due Date Sour'

History and Status of Capital Retirement Program

Date Amount Year Z of Net Worth

The first part of the capital section lists each type of net worth on 
capital and indicated whether each type of capital has voting rights, 
pays dividends, is revolved or paid to estates, is due dated, and also 
how that type of capital is provided.

The second section is intended to show the effectiveness of the associ­

ation's capital retirement program and includes a summary of the associ­
ation's recent year's history of repaying capital.

It is expected that these sections will not only show the association's 

commitment to maintaining an annual revolve, but also will indicate how 

quickly the capital is turning over. It is expected that after the per­
manent reports have been updated, this consolidated comparative data will 

provide useful information concerned in the normal percentage of revolvin} 
capital retired each year per industry.

AUDIT: Unqualified -

MANAGEMENT AND DIRECTORATE:
Board of Directors - Number of members -

- Length of term
- Limitation of no. of years -

Past (« Present Management Name Y e a r s  in P o s i L i o n



AMENDED B Y-LA W S 

OF

GROWERS C R E D IT  C O R P O R A TIO N

A R T IC L E  I  

O F F IC E S

T h e  p r i n c i p a l  o f f i c e  of the c o r p o r a t i o n  in the S t a t e  of W a s h ­
i n g t o n  s h a l l  he l o c a t e d  in the C i t y  of W e n a t c h e e ,  C o u n t y  o f  C h e l a n .  T h e  
c o r p o r a t i o n  m a y  h a v e  s u c h  o t h e r  o f f i c e s ,  e i t h e r  w i t h i n  or w i t h o u t  the 
S t a t e  o f  W a s h i n g t o n ,  as the B o a r d  of D i r e c t o r s  m a y  d e s i g n a t e  or as the 
b u s i n e s s  of the c o r p o r a t i o n  m a y  r e q u i r e  f r o m  time to time.

T h e  r e g i s t e r e d  o f f i c e  of the c o r p o r a t i o n  r e q u i r e d  by the 
W a s h i n g t o n  B u s i n e s s  C o r p o r a t i o n  A c t  to be m a i n t a i n e d  in the S t a t e  of 
W a s h i n g t o n  m a y  be, b u t  n e e d  not be, i d e n t i c a l  w i t h  the p r i n c i p a l  o f f i c e  
in the S t a t e  of W a s h i n g t o n , a n d  the a d d r e s s  of  the r e g i s t e r e d  o f f i c e  m a y  
be c h a n g e d  f r o m  t i m e  to t i m e  by the B o a r d  of D i r e c t o r s .

A R T I C L E  II 

S H A R E H O L D E R S

S e c t i o n  1. A N N U A L  M E ETING. T h e  a n n u a l  m e e t i n n  of the s h a r e­
h o l d e r s  s h a l l  b e  h e l d  on the F i r s t  T u e s d a y  in the m o n t h  o f  F e b r u a r y  in 
e a c h  year, b e g i n n i n g  w i t h  the y e a r  1971, at the h o u r  of  1 0 :00 o ' c l o c k  
A . M . ,  for the p u r p o s e  of e l e c t i n g  D i r e c t o r s  and for the t r a n s a c t i o n  of 
s u c h  o t h e r  b u s i n e s s  as m a y  c o m e  b e f o r e  the m e e t i n g .  If the day fixed 
for the a n n u a l  m e e t i n g  s h a l l  lie a l e gal h o l i d a y  in the S t a t e  of W a s h­
ington, s u c h  m e e t i n g  s h a l l  be h e l d  on the n e x t  s u c c e e d i n g  b u s i n e s s  day. 
If the e l e c t i o n  of  D i r e c t o r s  s h a l l  n o t  be h o l d  o n  the d a y  d e s i g n a t e d  
h e r e i n  o r  a n y  a n n u a l  m e e t i n g  of the s h a r e h o l d e r s , o r  at a n y  a d j o u r n­
m e n t  t h e r e o f ,  the B o a r d  of D i r e c t o r s  s h a l l  c a u s e  the e l e c t i o n  to lie 
h e l d  at a s p e c i a l  m e e t i n g  of the s h a r e h o l d e r s  as s o o n  t h e r e a f t e r  as 
c o n v e n i e n t l y  m a y  be.

S e c t i o n  2. S P E C IAL M E E T I N G S . S p e c i a l  m e e t i n g s  of  the s h a r e­
hol d e r s ,  for a n y  p u r p o s e  o r  p u r p o s e s ,  u n l e s s  o t h e r w i s e  p r e s c r i b e d  by 
s t a t u t e ,  m a y  b e  c a l l e d  by the P r e s i d e n t  o r  b y  the B o a r d  of D i r e c t o r s ,  
a n d  s h a l l  be c a l l e d  b y  the P r e s i d e n t  at the r e q u e s t  o f  the h o l d e r s  o f  
n o t  less t h a n  10 p e r  c e n t  of all o u t s t a n d i n g  s h a r e s  o f  the c o r p o r a t i o n  
e n t i t l e d  to v o t e  at the m e e t i n g .

S e c t i o n  3. P L A C E  O F  M E E T I N G . T h e  B o a r d  of D i r e c t o r s  m a y  
d e s i g n a t e  a n y  p l a c e ,  e i t h e r  witTiin or w i t h o u t  the S t a t e  of W a s h i n g t o n ,  
as the p l a c e  o f  m e e t i n g  for any a n n u a l  m e e t i n g  o r  for any spcci.nl r o o t­
ing c a l l e d  by  the B o a r d  of D i r e c t o r s .  A w a i v e r  of n o t i c e  s i n n e u  . all 
s h a r e h o l d e r s  e n t i t l e d  to v o t e  at a m e e t i n g  m a y  d e s i g n a t e  a n y  place, 
eit hr i w i t h i n  or without, the S t a t e  o r W a s h i n g t o n ,  as the p l a c e  for the 
h o l d i n g  ot s u c h  m e e t i n g .  If no d e s i g n a t i o n  in made, or if a s p e c i a l  
m e e t i n g  be o t h e r w i s e  c a l l e d ,  the p l a c e  of m e e t i n g  s h all be the p r i n c i­
pal oil'ice of the c o r p o r a t i o n  in the S t a t e  o f  W a s h i n g t o n .

S e c t i o n  A. N O T I C E  O F M E E T I N G . W r i t t e n  n o t i c e  stati.r "he 
place, d a y  a n d  h o u r  of " t h e  m o o t i n g ,  "and in c a s e  of a s p e c i a l  m e e t i n g ,  
the p u r p o s e  o r  p u r p o s e s  for w h i c h  the m e e t i n g  is c a l l e d ,  shall, ui. . s 
o t h e r w i s e  p r e s c r i b e d  b y  s t a t u t e ,  be d e l i v e r e d  n o t  less t h a n  ten, 
m o r e  t h a n  f i f t y  d a y s  b e f o r e  the d a t e  of the m e e t i n g ,  e i t h e r  p e r s o n a l l y  
or by m a il, b y  or  at the d i r e c t i o n  of the P r e s i d e n t ,  o r  the Sccri . »ry,
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or the p e r s o n s  c a l l i n g  the m e e t i n g ,  to  e a c h  s h a r e h o l d e r  o f  r e c o r d  e n­
ti t l e d  to v o t e  at s u c h  m e e t i n g .  If m a i l e d ,  s u c h  n o t i c e  s h a l l  be d e e m e d  
to be d e l i v e r e d  w h e n  d e p o s i t e d  in the U n i t e d  S t a t e s  m a il, a d d r e s s e d  to 
the s h a r e h o l d e r  at  h i s  a d d r e s s  as it a p p e a r s  on the s t o c k  t r a n s f e r  b o o k s  
of the c o r p o r a t i o n , w i t h  p o s t a g e  t h e r e o n  p r e p a i d .

S e c t i o n  5. C L O S I N G  O F  T R A N S F E R  D O O K S  O R  F I X I N G  O F  R E C O R D  D A T E. 
For the p u r p o s e  o f  d e t e r m i n i n g  s h a r e h o l d e r s  e n t i t l e d  to* n o t i c e  of o r  to 
v o t e  at any m e e t i n g  o f  s h a r e h o l d e r s  o r  a n y  a d j o u r n m e n t  the r e o f ,  or  s h a r e­
h o l d e r s  e n t i t l e d  to r e c e i v e  p a y m e n t  o f  a n y  d i v i d e n d  ,or in o r d e r  to m a k e  
a d e t e r m i n a t i o n  o f  s h a r e h o l d e r s  for a n y  o t h e r  p r o p e r  p u r p o s e ,  the B o a r d  
of D i r e c t o r s  of the c o r p o r a t i o n  m a y  p r o v i d e  t h a t  the s t o c K  t r a n s f e r  b o o k s  
s h a l l  be c l o s e d  f o r  a s t a t e d  p e r i o d ,  b u t  n o t  to e x c e e d ,  in any c ase, fift 
days. If the s t o c k  t r a n s f e r  b o o k s  s h a l l  b e  c l o s e d  for the p u r p o s e  o f  d e­
t e r m i n i n g  s h a r e h o l d e r s  e n t i t l e d  to n o t i c e  of o r  to  v o t e  a t  a m e e t i n g  of 
s h a r e h o l d e r s ,  s u c h  b o o k s  s h a l l  be c l o s e d  for at l e a s t  ten d a y s  i m m e d i a t e l  
p r e c e d i n g  s u c h  m e e t i n g .  In lieu of  c l o s i n g  the s t o c k  t r a n s f e r  b o o k s ,  the 
B o a r d  of D i r e c t o r s  m a y  fix in a d v a n c e  a d a t e  as the r e c o r d  da t e  for a n y  
s u c h  d e t e r m i n a t i o n  of s h a r e h o l d e r s ,  s u c h  d a t e  in a n y  c a s e  to be n o t  
m o r e  than f i fty days, and, in c a s e  of a m e e t i n g  of  s h a r e h o l d e r s ,  n o t  
less th a n  ten d a y s  p r i o r  to the d a t e  on w h i c h  the p a r t i c u l a r  action,' 
r e q u i r i n g  s u c h  d e t e r m i n a t i o n  of s h a r e h o l d e r s ,  is to be taken. If the 
s h a r e h o l d e r s  e n t i t l e d  to n o t i c e  of o r  to v o t e  at a m e e t i n g  of s h a r e­
hol d e r s ,  or s h a r e h o l d e r s  e n t i t l e d  to r e c e i v e  p a y m e n t  of a d i v i d e n d ,  
the d a t e  on w h i c h  n o t i c e  o f  the m e e t i n g  is m a i l e d  o r  the da t e  on 
w h i c h  the r e s o l u t i o n  of  the B o a r d  of D i r e c t o r s  d e c l a r i n g  such d i v i d e n d  
is a d o p t e d ,  as the c a s e  ma' be, s h a l l  be the r e c o r d  d a t e  for su c h  d e ­
t e r m i n a t i o n  of  s h a r e h o l d e r s .  W h e n  a d e t e r m i n a t i o n  of s h a r e h o l d e r s  
e n t i t l e d  to v o t e  at  a n y  m e e t i n g  of s h a r e h o l d e r s  has b e e n  m a d e  as p r o­
v i d e d  in this s e c t i o n ,  su c h  d e t e r m i n a t i o n  s h a l l  a p p l y  to any a d j o u r n­
me n t  t hereof.

S e c t i o n  6. V O T I N G  LI S T S .  T h e  o f f i c e r  or a g e n t  h a v i n g  c h a r g e  
of the s t o c k  t r a n s f e r  Hooks for s h a r e s  of  the c o r p o r a t i o n  s h a l l  m a k e  a 
c o m p l e t e  li s t  of the s h a r e h o l d e r s  e n t i t l e d  tc v o t e  at e a c h  m e e t i n g  of 
s h a r e h o l d e r s  o r  a n y  a d j o u r n m e n t  t h e r e o f ,  a r r a n g e d  in a l p h a b e t i c a l  o r ­
der, w i t h  the a d d r e s s  of a n d  the n u m b e r  of  s h a r e s  h e l d  by each. S u c h  
li s t  s h a l l  b e  p r o d u c e d  a n d  kept, o p e n  at the ti m e  and p l a c e  of the m e e t­
ing and s h a l l  be s u b j e c t  to the i n s p e c t i o n  o f  a n y  s h a r e h o l d e r  d u r i n g  
the w h o l e  ti m e  of the m e e t i n g  for the p u r p o s e s  t h e r e o f .

S e c t i o n  7. Q U O R U M . A m a j o r i t y  of the o u t s t a n d i n g  s h a r e h o l­
d e r s  of the c o r p o r a t i o n  e n t i t l e d  to vote, r e p r e s e n t e d  in p e r s o n  o r  by 
p roxy, shall c o n s t i t u t e  a q u o r u m  at a m e e t i n g  o f  s h a r e h o l d e r s .  If 
less t h a n  a m a j o r i t y  of  the o u t s t a n d i n g  s h a r e s  are r e p r e s e n t e d  at a 
m e e t i n g ,  a m a j o r i t y  o f  the s h a r e s  so r e p r e s e n t e d  m a y  a d j o u r n  the m e e t ­
ing f r o m  time to t i m e  w i t h o u t  f u r t h e r  n o t i c e .  A t  s u c h  a d j o u r n e d  m e e t ­
ing at. w h i c h  a q u o r u m  s h a l l  be p r e s e n t  o r  r e p r e s e n t e d ,  any b u s i n e s s  m a y  
be t r a n s a c t e d  w h i c h  m i g h t  ha v e  b e e n  t r a n s a c t e d  at the m e e t i n g  as o r i ­
g i n a l l y  n o t i c e d .  T h e  s h a r e h o l d e r s  p r e s e n t  at  a d u l y  o r g a n i z e d  m e e t i n g  
m a y  c o n t i n u e  to t r a n s a c t  b u s i n e s s  u n t i l  a d j o u r n m e n t ,  n o t w i t h s t a n d i n g  
the w i t h d r a w a l  of e n o u g h  s h a r e h o l d e r s  to l e a v e  less th a n  a q u o r u m .

.'Section 0. P R O X I E S . A t  all m e e t i n g s  of s h a r e h o l d e r s ,  a 
s h a r e h o l d e r  m a y  n o t e  in p e r s o n  or by p r o x y  e x e c u t e d  in w r i t i n g  by the 
s h a r e h o l d e r  o r  b y  his d u l y  a u t h o r i z e d  a t t o r n e y  in fart. S u c h  p r o x y  
s h a l l  bo f i l e d  w i t h  the S e c r e t a r y  o f  the c o r p o r a t i o n  b e f o r e  or at 
the time of the m e e t i n g .  N o  p r o x y  s h a l l  b e  v a l i d  a f t e r  e l e v e n  m o n t h s  
from the d a t e  o f  its e x e c u t i o n ,  u n l e s s  o t h e r w i s e  p r o v i d e d  in the p r o x y .

S e c t i o n  9. V O T I N G  R E S T R I C T I O N S . N o  s h a r e h o l d e r  s hall b e  
e n t i t l e d  to m o r e  t h a n  o n e  v o t e  u p o n  e a c h  m a t t e r  s u b m i t t e d  to a v o t e  at 
a m e e t i n g  of s h a r e h o l d e r s ,  r e g a r d l e s s  of the n u m b e r  o f  s h a r e s  of s t o c k  
in th i s  c o r p o r a t i o n  w h i c h  such s h a r e h o l d e r  m a y  own. A t  e a c h  e l e c t i o n
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for D i r e c t o r s , e v e r y  s h a r e h o l d e r  e n t i t l e d  to v o t e  at s u c h  e l e c t i o n  s h a l l  
ha v e  the r i g h t  to o n e  vote, in p e r s o n  o r  b y  pro x y ,  for e a c h  d i r e c t o r  
p o s i t i o n  th e n  b e i n g  v o t e d  upon, b u t  he s h a l l  n o t  be e n t i t l e d  to c u m u­
late his votes.

S e c t i o n  10. V O T E R  Q U A L IF I C A T I O N S . In o r d e r  t o  v ote, a s h a r e­
h o l d e r  m u s t  at the ti m e  of s u c h  v o t e  be a c u r r e n t  b o n a f i d c  p r o d u c e r  of 
a g r i c u l t u r a l  a n d  h o r t i c u l t u r a l  p r o d u c t s  w i t h i n  the S t a t e  of W a s h i n g t o n  
or an a s s o c i a t i o n  of  s u c h  p r o d u c e r s ,  and, in a d d i t i o n  t h e r e t o ,  m u s t  be 
a c u r r e n t  p a t r o n  of  th i s  c o r p o r a t i o n .  In the e v e n t  t h a t  a s h a r e h o l d e r  
s h a l l  fail to q u a l i f y  as a c u r r e n t  p r o d u c e r  and p a t r o n  as h e r e i n  r e­
qui r e d ,  s u c h  s h a r e h o l d e r  shall, d u r i n g  s u c h  n o n - q u a l i f y i n g  p e r i o d ,  
h a v e  no r i g h t s  in the m a n a g e m e n t  of a f f a i r s  o f  the c o r p o r a t i o n  o t h e r  
than the r i g h t  to p a r t i c i p a t e ,  in a c c o r d a n c e  v/ith the law, j.n c a s e  of 
d i s s o l u t i o n ,  a n d  to r e c e i v e  the p a r  v a l u e  or b o o k  v a l u e  of s u c h  stock, 
w h i c h e v e r  is less, in the e v e n t  of a s a l e  o r  t r a n s f e r  of  su c h  stock, 
as p r o v i d e d  in the A r t i c l e s  of I n c o r p o r a t i o n .

S e c t i o n  11. S H A R E H O L D E R  W A R R A N T Y . B y  s u b s c r i b i n g  or a p p l y­
ing for, o r  b e c o m i n g  a h o l d e r  and o w n e r  of r e c o r d  o f  the c o m m o n  s t o c k  
of this c o r p o r a t i o n ,  e a c h  s u b s c r i b e r ,  a p p l i c a n t  or o w n e r  or h o l d e r  o f  
r e c o r d  o r  a c c e p t o r  e x p r e s s l y  w a r r a n t s  t h a t  he is, o r  w i l l  at  o n c e  b e ­
com e  a n d  c o n t i n u e  to be  e l i g i b l e  to be a c o m m o n  s h a r e h o l d e r  of  this  
c o r p o r a t i o n ,  a n d  e x p r e s s l y  a g r e e s  t h a t  if and w h e n  the B o a r d  of D i r e c­
tors  f inds h i m  to be i n e l i g i b l e  as a s h a r e h o l d e r ,  t h a t  d u r i n g  the 
p e r i o d  of s u c h  i n e l i g i b i l i t y  he s h a l l  h a v e  no v o i c e  o r  r i g h t  as a 
s h a r e h o l d e r  in the m a n a g e m e n t  of the a f f a i r s  of this c o r p o r a t i o n  a n d  
all su c h  m a n a g e m e n t  s h a l l  be d e t e r m i n e d  a n d  c o n d u c t e d  as t h o u g h  s u c h
s u b s c r i p t i o n  or a p p l i c a t i o n  for, or i s s u a n c e  of, s u c h  s t o c k  has n e v e r
b e e n  m a d e .

S e c t i o n  12. V O T I N G  O F  S H A R K S  BY C E R T A I N  H O L D E R S . S h a r e s  
s t a n d i n g  in the n a m e  o f  a n o t h e r  c o r p o r a t T o n  m a y  be v o t e d  b y  su c h  o f f i­
cer, a g e n t  o r  p r o x y  as the B y - L a w s  o f  s u c h  c o r p o r a t i o n  m a y  p r e s c r i b e ,  
or in the a b s e n c e  o f  s u c h  p r o v i s i o n ,  as the B o a r d  of D i r e c t o r s  of s u c h  
c o r p o r a t i o n  m a y  d e t e r m i n e .

S h a r e s  h e l d  by  an a d m i n i s t r a t o r ,  e x e c u t o r ,  g u a r d i a n  or  c o n s e r­
v a t o r  m a y  be v o t e d  b y  him, e i t h e r  in p e r s o n  or  b v  p r o x y ,  w i t h o u t  a 
t r a n s f e r  of s u c h  s h a r e s  into his n a me. S h a r e s  s t a n d i n g  in the n a m e  of 
a t r u s t e e  m a y  h e  v o t e d  by him, e i t h e r  in p e r s o n  o r  by p r o x y ,  b u t  n o  
t r u s t e e  s h a l l  be e n t i t l e d  to v o t e  s h a r e s  h o l d  by  h i m  w i t h o u t  a t r a n s f e r  
of s u c h  s h a r e s  i n t o  h i s  name.

S e c t i o n  13. I N E O R M A L  A C T I ON  BY S H A R E H O L D E R S . A n y  a c t i o n  r e­
q u i r e d  to be t a k e n  at a m e e t i n g  of the s h a r e h o l d e r s ,  o r  any a c t i o n  w h i c h  
m a y  be t a k e n  at a m e e t i n g  of the s h a r e h o l d e r s ,  m a y  be t a k e n  w i t h o u t  a 
m e e t i n g  if a c o n s e n t  in w r i t i n g ,  s o t t i n g  f o r t h  the a c t i o n  so taken, s h all 
be s i g n e d  by all of the s h a r e h o l d e r s  e n t i t l e d  to v o t e  w i t h  r e s p e c t  to 
the s u b j e c t  m a t t e r  t h e r e o f .

S e c t i o n  14. C O P IES OF A R T I C L E S  A N D B Y - L A W S .  E v e r y  s h a r e h o l d e r  
s h a l l  b e  p r o v i d e d  a c o p y  of the c o r p o r a t e  a r t i c l e s  and b y - l a w s  u p o n  
f i rst b e c o m i n g  a s h a r e h o l d e r .  C o p i e s  of  all a m e n d m e n t s  to the A r t i c l e s  
of I n c o r p o r a t i o n  a n d  B y - L a w s  .shall be d i s t r i b u t e d  to all s h a r e h o l d e r s  
u p o n  the a d o p t i o n  of  s u c h  a m e n d m e n t s .

A R T I C L E  III 

B O A R D  OF  D I R E C T O R S

S e c t i o n  1. G E N E R A  t. P O W E R S . T h e  b u s i n e s s  a n d  a f f a i r s  o f  the 
c o r p o r a t i o n  shc‘,11 be m a n a g e d  by its B o a r d  o f  D i r e c t o r s .
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S e c t i o n  2. N U M B E R  A N D  T E N U R E . T h e  n u m b e r  of d i r e c t o r s  of 
the c o r p o r a t i o n  s h a l l  b e  seven. T h e r e  s h a l l  be o n e  d i r e c t o r  w h o  is a 
r e s i d e n t  of  a n d / o r  a p r o d u c e r  of a g r i c u l t u r a l  and h o r t i c u l t u r a l  p r o­
d u c t s  in C h e l a n  C o u n t y ,  o n e  d i r e c t o r  w h o  is a r e s i d e n t  of  a n d / o r  a 
p r o d u c e r  of a g r i c a l t u r a l  a n d  h o r t i c u l t u r a l  p r o d u c t s  in D o u g l a s  C o u n t y ,  
a nd one d i r e c t o r  w h o  is a r e s i d e n t  of a n d / o r  a p r o d u c e r  of a g r i c u l t u r a l  
and h o r t i c u l t u r a l  p r o d u c t s  in O k a n o g a n  C o u n t y ,  e a c h  of w h o m  s h a l l  h o l d  
o f f i c e  for a t e r m  of t h r e e  y e a r s  and u n t i l  his s u c c e s s o r  s h a l l  h a v e  
b e e n  e l e c t e d  a n d  q u a l i f i e d .  T h e  r e m a i n i n g  f o u r  d i r e c t o r s  s h a l l  be 
d i r e c t o r s  a t  l a r g e  a n d  e a c h  s h a l l  h o l d  o f f i c e  for a t e r m  of t w o  y e a r s  

and u n t i l  h i s  s u c c e s s o r  s h a l l  h a v e  boon e l e c t e d  and q u a l i f i e d .  The 
n a m e s  a n d  a d d r e s s e s  of the d i r e c t o r s  in o f f i c e  as o f  the d a t e  of t h e s e  
r e s t a t e d  a m e n d e d  by-lav/s, th a t  is F e b r u a r y  20, 1972, a r e  as follows:

(1) D i r e c t o r  at Large, P o s i t i o n  No. 1, n o w  f i l l e d  
b y  S t a n t o n  II. C a i n  w h o s e  a d d r e s s  is P.O. P,ox 
12G, M a l o t t ,  W a s h i n g t o n  98029.

(2) D i r e c t o r  at Large, P o s i t i o n  No. 2, n o w  f i l l e d  
b y  C a r r o l l  P. Rank w h o s e  a d d r e s s  is P.O. B o x  
243, C a s h m e r e ,  W a s h i n g t o n  98815.

(3) D i r e c t o r  at Lar g e ,  P o s i t i o n  No. 3, n o w  f i l l e d  
by R o b e r t  R. B r u n n e r  w h o s e  a d d r e s s  is Rt. 3,
B o x  3197, W e n a t c h e e , W a s h i n g t o n  98001.

(4) D i r e c t o r  at Large, P o s i t i o n  No. 4, n o w  f i l l e d  
b y  II. L e s l i e  C a r p e n t e r  w h o s e  a d d r e s s  is Rt. 1,
B o x  72, M a n s o n ,  W a s h i n g t o n  98831.

(5) C h e l a n  C o u n t y  D i r e c t o r ,  n o w  f i l l e d  b y  R o b e r t  
M. T o d d  w h o s e  a d d r e s s  is P.O. B o x  217, E n t i a t ,
W a s h i n g t o n  98822.

(6) D o u g l a s  C o u n t y  D i r e c t o r ,  n o w  f i l l e d  b y  W i l l i a m  
G. S t e w a r t  w h o s e  a d d r e s s  is 2 4 8 0 - 4th S t r e e t  PE,
E a s t  W e n a t c h e e , W a s h i n g t o n  98801.

(7) O k a n o g a n  C o u n t y  D i r e c t o r ,  n o w  f i l l e d  by L e o n a r d  
R. H u t c h i n s o n  w h o s e  a d d r e s s  is Rt. 1, B o x  105,
'i’on a s k c t ,  W a s h i n g t o n  98855.

S w C t i o n  3. D I R E C T O R  Q U A L I F I C A T I O N S . E a c h  d i r e c t o r  s h a l l  be 
a c o m m o n  shaiw h o l d e r  of this c o r p o r a t i o n  o r  the a u t h o r i z e d  r e p r e s e n t a­
tiv e  of an a s s o c i a t i o n  w h i c h  is a s h a r e h o l d e r  o f  t h i s  c o r p o r a t i o n .  A l l  
d i r e c t o r s  a t  the t i m e  of  t h e i r  e l e c t i o n  a n d  at all t i m e s  d u r i n g  the 
t e r m  of t h e i r  o f f i c e  shall, c i t h e r  i n d i v i d u a l l y  o r  t h r o u g h  the a s s o c i a­
t i o n s  w h i c h  t h e y  r e p r e s e n t ,  m e e t  the v o t i n g  r e s t r i c t i o n s  and v o t i n g  
q u a l i f i c a t i o n s  a n d  s t o c k  o w n e r s h i p  i.equiremcnts i m p o s e d  u p o n  the s t o c k­
h o l d e r s  of th i s  c o r p o r a t i o n  p u r s u a n t  to its A r t i c l e s  of  I n c o r p o r a t i o n  
and B y - L a w s .

S e c t i o n  4. R E G U L A R  M E E T I N G S . A  r e g u l a r  m e e t i n g  of the B o a r d  
of D i r e c t o r s  s h a l l  b e  h e l d  w i t h o u t  o t h e r  n o t i c e  t h a n  t h i s  B y - L a w  iram il­
ia tel y af t e r ,  and a t  the sa n e  p l a c e  as, the a n n u a l  m e e t i n g  of s h a r e h o l­
ders. T h e  B o a r d  of D i r e c t o r s  m a y  p r o v i d e ,  b y  r e s o l u t i o n ,  the t i m e  a n d  
place, e i t h e r  w i t h i n  or w i t h o u t  the S t a t e  o f  W a s h i n g t o n ,  for the h o l d­
ing o f  a d d i t i o n a l  r e g u l a r  m e e t i n g s  w i t h o u t  o t h e r  n o t i c e  t h a n  s u c h  
r e s o l u t i o n .

S e c t i o n  5. S P E C I A L  M E E T I N G S . S p e c i a l  m e e t i n g s  of the B o a r d  
of D i r e c t o r s  m a y  b o  c a l i e d ~ b y  or  at the r e a u n s t  of  t h e  P r e s i d e n t  or  any 
tw o  d i r e c t o r s .  T h e  p e r s o n  or  p e r s o n s  a u t h o r i z e d  to ca l l  s p e c i a l  m e e t ­
ings of the B o a r d  o f  D i r e c t o r s  m a y  fix a n y  p l a c e ,  e i t h e r  w i t h i n  or  w i t h­
o u t  the S t a t e  o f  ’Wa s h i n g t o n ,  as t.he p l a c e  for h o l d i n g  a n y  s p e c i a l  
m e e t i n g  of the B o a r d  of D i r e c t o r s  c a l l e d  by  them.

- 4 -



c

S e c t i o n  f>. N O T I C E . N o t i c e  of  a n y  special, mcetj.no s h a l l  he 
g i v e n  a t  l e a s t  two d a y s  p r e v i o u s l y  t h e r e t o  b y  w r i t t e n  n o t i c e  d e l i v e r e d  
p e r s o n a l l y  or  m a i l e d  to e a c h  D i r e c t o r  at h i s  b u s i n e s s  a d d r e s s ,  o r  b y  
t e l e g r a m .  If m a i l e d ,  s u c h  notice, s h a l l  b e  d e e m e d  to be d e l i v e r e d  w h e n  
d e p o s i t e d  in the U n i t e d  S t a t e s  m a i l ,  so a d d r e s s e d ,  w i t h  p o s t a g e  t h e r e o n  
p r e p a i d .  If n o t i c e  b e  g i v e n  b y  t e l e g r a m ,  s u c h  n o t i c e  s hall b e  d e e m e d
to be d e l i v e r e d  w h e n  the t e l e g r a m  is d e l i v e r e d  t o  the t e l e g r a p h  c o m p a n y
A n y  d i r e c t o r  m a y  w a i v e  n o t i c e  o f  a n y  m e e t i n g .  T h e  a t t e n d a n c e  of a 
d i r e c t o r  s h a l l  c o n s t i t u t e  a w a i v e r  of n o t i c e  o f  s u c h  m e c t i n n ,  e x c e p t  
w h e r e  a d i r e c t o r  a t t e n d s  a m e e t i n g  for the e x p r e s s  p u r p o s e  of  o b j e c t i n g  
to the t r a n s a c t i o n  of  a n” b u s i n e s s  b e c a u s e  the m e e t i n g  is n o t  l a w f u l l y  
c a l l e d  o r  c o n v e n e d .  N e i t h e r  the b u s i n e s s  to b e  t r a n s a c t e d  at, n o r  the 
p u r p o s e  of, a n y  r e g u l a r  o r  s p e c i a l  m e e t i n g  of  t h e  B o a r d  o f  D i r e c t o r s  
n e e d  be  s p e c i f i e d  in the n o t i c e  or  w a i v e r  of  n o t i c e  o f  such m e e t i n a .

S e c t i o n  7. 0J70EUM. A m a j o r i t y  of  t h e  n u m b e r  of D i r e c t o r s  
f i x e d  b y  S e c t i o n  2, of t h T s  A r t i c l e  III, s h a l l  c o n s t i t u t e  a q u o r u m
for the t r a n s a c t i o n  o f  b u s i n e s s  at any m e e t i n g  o f  the B o a r d  o f  D i r e c­
tors, b u t  if less t h a n  s u c h  m a j o r i t y  is p r e s e n t  at a m e e t i n g ,  a 
m a j o r i t y  of  the d i r e c t o r s  p r e s e n t  m a y  a d j o u r n  t h e  m e e t i n g  f r o m  t i m e  
to t i m e  w i t h o u t  f u r t h e r  n o t i c e .

S e c t i o n  8. M A N N E R O F  A C T I N G .  T h e  a c t  of the m a j o r i t y  of 
the D i r e c t o r s  p r e s e n t  at  a m e e t i n g  at. w h i c h  a q u o r u m  is p r e s e n t  s h a l l  
b e  the a c t  of the B o a r d  of  D i r e c t o r s .

S e c t i o n  9. A C T I O N  W I T H O U T  A M E E T ING. A n y  a c t i o n  t h a t  m a y
b e  t a k e n  b y  the B o a r d  of  D i r e c t o r s  at  a m e e t i n g  m a y  b e  t a k e n  w i t h o u t
a m e e t i n g  if a c o n s e n t  in w r i t i n g ,  s e t t i n g  f o r t h  the a c t i o n  so to be 
taken, s h a l l  b e  s i g n e d  b e f o r e  s u c h  a c t i o n  b y  all of t h e  D i r e c t o r s .

S e c t i o n  10. V A C A N C I E S . A n y  v a c a n c y  o c c u r r i n g  in the B o a r d
o f  D i r e c t o r s  m a y  b o  f i l l e d  b y  the a f f i r m a t i v e  v o t e  o f  a m a j o r i t y  o f
t h e  r e m a i n i n g  d i r e c t o r s .  A  d i r e c t o r  e l e c t e d  to fill a v a c a n c y  s h a l l  
be e l e c t e d  to s e r v e  u n t i l  t h e  n e x t  e l e c t i o n  o f  d i r e c t o r s  bv the s h a r e­
ho l d e r s .  A n y  d i r e c t o r s h i p  to he f i l l e d  b y  r e a s o n  of an i n c r e a s e  in 
the n u m b e r  of; d i r e c t o r s  m a y  be f i l l e d  h y  e l e c t i o n  by t h e  B o a r d  of 
D i r e c t o r s  for a t e r m  o f  o f f i c e  c o n t i n u i n g  o n l y  u n t i l  t h e  n e x t  e l e c t i o n  
o f  d i r e c t o r s  b y  the s h a r e h o l d e r s .

S e c t i o n  11. E M P L O Y M E N T  OF_ CF.NE R A L  M A N A G E R .  T h e  B o a r d  of
D i r e c t o r s  s h a l l  h a v e  tFc p o w e r  to e m p l o y  a g e n e r a l  m a n a g e r  and su c h  
o t h e r  e m p l o y e e s  as m a y  b e  n e c e s s a r y  to c a r r y  o u t  the p u r p o s e s  of the 
c o r p o r a t i o n  a n d  to fix the c o m p e n s a t i o n  for s u c h  g e n e r a l  m a n a g e r  a n d  
o t h e r  e m p l o y e e s .  N o  d i r e c t o r  s h a l l  s e r v e  as g e n e r a l  m a n a g e r .

S e c t i o n  12. C O M P E N S A T I O N . T h e  c o m p e n s a t i o n  of t h e  dj.rec- 
toi , a n d  P r e s i d e n t  of  t h e  c o r p o r a t i o n  m a y  be  f i x e d  at a n y  a n n u a l  or 
s p e c i a l  m e e t i n g  o f  the s h a r e h o l d e r s .  T h e  d i r e c t o r s  s h a l l  fix the 
c o m p e n s a t i o n  of the g e n e r a l  m a n a g e r  and a l l  o t h e r  e m p l o y e e s  of the 
c o r p o r a t i o n .

S e c t i o n  13. I N D E M N I F I C A T ION A N D  I N S U R A N C E . (a) T h e  C o r­
p o r a t i o n  s h a l l  i n d e m n i f y  e a c h  p e r s o n  w h o  is o r  w a s  a a D i r e c t o r  o r  o f f i  
cer, o f  the c o r p o r a t i o n  a g a i n s t  a n y  and a l l  l i a b i l i t y  and r e a s o n a b l e  
e x p e n  ;o t h a t  m a y  be i n c u r r e d  b y  h i m  in c o n n e c t i o n  w i t h  o r  r e s u l t i n g  
f r o m  a n y  t h r e a t e n e d ,  p e n d i n g  o r  c o m p l e t e d  cl a i m ,  a c t i o n ,  suit, or 
p r o c e e d i n g  w h e t h e r  ci v i l ,  c r i m i n a l ,  a d m i n i s t r a t i v e  o r  i n v e s t i g a t i v e ,  
o r  in c o n n e c t i o n  w i t h  an a p p e a l  r e l a t i n g  t h e r e t o ,  in w h i c h  h e  m a y
b e c o m e  i n v o l v e d ,  as a p a r t y  o r  o t h e r w i s e ,  b y  r e a s o n  o f  his b e i n g  o r
h a v i n g  b e e n  a d i r e c t o r  o r  o f f i c e r  of  the c o r p o r a t i o n ,  o r  b y  r e a s o n  
of a n y  p a s t  o r  f u t u r e  a c t i o n ,  t a k e n  or  n o t  t a k e n  in h i s  c a p a c i t y  as 
s u c h  d i r e c t o r  or o f f i c e r  w h e t h e r  o r  n o t  he c o n t i n u e s  to b e  s u c h  at 
the ti m e  s u c h  l i a b i l i t y  o r  e x p e n s e  is i n c u r r e d ,  p r o v i d e d  s u c h  p e r s o n

- s -



c
a c t e d  in o o o d  faith and in a m a n n e r  hr. r e a s o n a b l y  b e l i e v e d  to lie in 
or  n o t  o p p o s e d  to the b e a t  i n t e r e s t s  of t h e  c o r p o r a t i o n ,  and, w i t h  
r e s p e c t  to a n y  c r i m i n a l  a c t i o n  o r  p r o c e e d i n g ,  he h a d  n o  r e a s o n a b l e  
c a u s e  to b e l i e v e  t h a t  h i s  c o n d u c t  w a s  u n l a w f u l .  A s  u s e d  in this 
s e c t i o n ,  the t e r m s  " l i a b i l i t y "  and " e x p e n s e "  s h a l l  i n c l u d e  b u t  s h a l l  
n o t  be l i m i t e d  to, a t t o r n e y s '  fees, i u d n m o n t s ,  f i n e s  and a m o u n t s  p a i d  
in s e t t l e m e n t ,  a c t u a l l y  and r e a s o n a b l y  i n c u r r e d  b y  him, in c o n n e c t i o n  
w i t h  such a c t i o n ,  s u i t  o r  p r o c e e d i n g .  T h e  t e r m i n a t i o n  of  a n y  c l a i m ,  
a c t i o n ,  s u i t  o r  p r o c e e d i n g ,  w h e t h e r  c i v i l  o r  c r i m i n a l ,  b y  j u d g m e n t  or 
s e t t l e m e n t  ( w h e t h e r  w i t h  o r  w i t h o u t  c o u r t  a p p r o v a l )  o r  c o n v i c t i o n  or 
u p o n  a p l e a  of g u i l t y  o r  of n o l o  c o n t e n d e r e ,  o r  its e q u i v a l e n t ,  s h a l l  
n o t  c r e a t e  a p r e s u m p t i o n  t h a t  a d i r e c t o r  o r  o f f i c e r  did. n o t  m e e t  the 
s t a n d a r d s  o f  c o n d u c t  s e t  f o r t h  in t h i s  s e c t i o n .

(b) In the e v e n t  o f  a t h r e a t e n e d ,  p e n d i n g  o r  c o m p l e t e d  a c­
ti o n  or  s u i t  a g a i n s t  a p e r s o n ,  b y  or  in t h e  r i g h t  o f  the c o r p o r a t i o n ,  
to p r o c u r e  a j u d g m e n t  in its f a v o r  b y  r e a s o n  o f  t h e  f a c t  that su c h  
p e r s o n  w a s  o r  is a d i r e c t o r  or  o f f i c e r ,  o f  the c o r p o r a t i o n ,  t h e n  in 
su c h  e v e n t ,  b e f o r e  i n d e m n i f i c a t i o n  s hall be  m a d e  the s t a n d a r d s  and 
q u a l i f i c a t i o n  i m p o s e d  in s u b p a r a g r a p h  (a) of  t h i s  s e c t i o n  s h a l l  be 
m e t  and, in a d d i t i o n  t h e r e t o ,  no  i n d e m n i f i c a t i o n  s h a l l  be  m a d e  in 
r e s p e c t  to any such cl a i m ,  i s s u e  o r  m a t t e r  as to w h i c h  su c h  p e r s o n  
s h a l l  h a v e  b e e n  a d j u d g e d  to be l i a b l e  for n e g l i g e n c e  o r  m i s c o n d u c t
in the p e r f o r m a n c e  o f  h i s  d u t y  to the c o r p o r a t i o n  u n l e s s  and o n l y  to 
the e x t e n t  that the c o u r t  in w h i c h  s u c h  a c t i o n  or s u i t  w a s  b r o u g h t  
s h a l l  d e t e r m i n e  u p o n  a p p l i c a t i o n ,  that, d e s p i t e  the a d j u d i c a t i o n  of 
l i a b i l i t y ,  b u t  in v i e w  o f  all c i r c u m s t a n c e s  o f  the c a se, s u c h  p e r s o n  
is f a i r l y  and r e a s o n a b l y  e n t i t l e d  to i n d e m n i t y  for s u c h  e x p e n s e s  w h i c h  
the c o u r t  s h a l l  d e e m  p r o p e r .

(c) A n y  s u c h  d i r e c t o r  o r  o f f i c e r  r e f e r r e d  to in this s e c­
tion  w h o  h a s  b e e n  w h o l l y  s u c c e s s f u l ,  on t h e  m e r i t s  o r  otherwise., w i t h  
r e s p e c t  to a n y  claim, a c t i o n ,  suit, o r  p r o c e e d i n g  o f  the c h a r a c t e r  d e­
s c r i b e d  h e r o i n  s h a l l  b e  e n t i t l e d  to i n d e m n i f i c a t i o n  as o f  right. E x­
ce p t  as p r o v i d e d  in the p r e c e d i n g  s e n t e n c e ,  a n y  i n d e m n i f i c a t i o n  h e r e­
u n d e r  s h a l l  b e  m a d e  o n l y  u p o n  a d e t e r m i n a t i o n  t h a t  s u c h  is p r o p e r  in 
the c i r c u m s t a n c e s  and t h a t  the s t a n d a r d s  i m p o s e d  h e r e i n  h a v e  b e e n  met. 
S u c h  d e t e r m i n a t i o n  s h a l l  b o  m a d e  as fo l l o w s :

(1) hy the B o a r d  of D i r e c t o r s  b y  a m a j o r i t y  v o t e
of a q u o r u m  c o n s i s t i n g  o f  d i r e c t o r s  w h o  w e r e
no t  p a r t i e s  to s u c h  a c t i o n ,  s u i t  o r  p r o c e e d­
ing, or

(2) If su c h  a q u o r u m  is n o t  o b t a i n a b l e  or, e v e n
if o b t a i n a b l e ,  a q u o r u m  of  d i s i n t e r e s t e d
d i r e c t o r s  so d i r e c t s ,  b v  i n d e p e n d e n t  l e g a l  
c o u n s e l  in a w r i t t e n  o p i n i o n ,  o r

(3) By the s h a r e h o l d e r s  of  the c o r p o r a t i o n .

(d) E x p e n s e  i n c u r r e d  w i t h  r e s p e c t  t o  any s u c h  claim, a c­
tion, s u i t  o r  p r o c e e d i n g  m a v  bo a d v a n c e d  b y  t h e  c o r p o r r t i o n  p r i o r  to 
the f i n a l  d i s p o s i t i o n  t h e r e o f  u p o n  r e c e i p t  of  an u n d e r t a k i n g  bv  o r  on 
b e h a l f  of  the r e c i p i e n t  to r e p a y  s u c h  a m o u n t  u n l e s s  it s h a l l  u l t i m a t e l y  
be d e t e r m i n e d  t h a t  he is e n t i t l e d  to i n d e m n i f i c a t i o n  u n d e r  this s e c t i o n .  
T h e  r i g h t s  o f  i n d e m n i f i c a t i o n  p r o v i d e d  in t h i s  s e c t i o n  s h a l l  be in a d d i­
tion to a n y  r i g h t s  to w h i c h  a n y  p e r s o n  c o n c e r n e d  m a y  o t h e r w i s e  b e  e n ­
ti t l e d  b y  c o n t r a c t  o r  as a m a t t e r  of law, a n d  s h a l l  i n u r e  to the b e n e f i t  
of  the he i r s ,  e x e c u t o r s ,  and a d m i n i s t r a t o r s  o f  a n y  s u c h  p e r s o n .  T h e  
r i g h t  of i n d e m n i f i c a t i o n  h e r e i n  p r o v i d e d  is s e c o n d a r y  t o  a n y  i n s u r a n c e  
p o s s e s s e d  b y  a d i r e c t o r ,  o r  o f f i c e r  of t h e  c o r p o r a t i o n  o r  b y  the c o r­
p o r a t i o n  i t s e l f  w h i c h  c o v e r s  a n y  of  the r i s k s  o f  lo s s  for w h i c h  i n d e m­
n i f i c a t i o n  is h e r e i n  p r o v i d e d .
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(e) T h o  c o r p o r a t i o n ,  a c t i n g  t h r o u g h  its o f f i c e r s  and B o a r d  
of  D i r e c t o r s ,  s h a l l  h a v e  the p o w e r  and a u t h o r i t y  to p u r c h a s e  a n d  m a i n­
tai n  i n s u r a n c e  on b e h a l f  of a n y  p e r s o n  w h o  is o r  w a s  a d i r e c t o r  o r  
o f f i c e r  o f  the c o r p o r a t i o n ,  a g a i n s t  a n y  l i a b i l i t y  a s s e r t e d  a g a i n s t  h i m  
a n d  i n c u r r e d  b y  h i m  in a n v  s u c h  c a p a c i t y  o r  a r i s i n g  o u t  of  h i s  s t a t u s  
as s u c h  w h e t h e r  o r  n o t  the c o r p o r a t i o n  w o u l d  h a v e  the p o w e r  to i n d e m n i f y  
h i m  a g a i n s t  s u c h  l i a b i l i t v  u n d e r  the p r o v i s i o n s  of  t h i s  se c t i o n .

A R T I C L E  IV 

E X E C U T I V E  C O M M I T T E E

S e c t i o n  1. A P P O I N T M E N T . T h e  B o a r d  o f  D i r e c t o r s  by r e s o l u­
tio n  a d o p t e d  b y  a m a j o r i t y  o f  the f u l l  boa r d ,  m a y  d e s i g n a t e  t h r e e  of 
its m e m b e r s  to c o n s t i t u t e  an E x e c u t i v e  C o m m i t t e e .  T h e  d e s i a n a t i o n  of 
s u c h  c o m m i t t e e  and the d e l e g a t i o n  t h e r e t o  of a u t h o r i t y  s h a l l  n o t  o p e r­
ate to  r e l i e v e  the B o a r d  o f  D i r e c t o r s ,  o r  any m e m b e r  t h e r e o f ,  o f  a n y
r e s p o n s i b i l i t y  i n p o s e d  b y  lav/.

S e c t i o n  2. A U T H O R I T Y . T h e  E x e c u t i v e  C o m m i t t e e ,  w h e n  the 
B o a r d  of D i r e c t o r s  is n o t  in s e s s i o n ,  s h a l l  h a v e  and m a y  e x e r c i s e  all  
of t h e  a u t h o r i t y  o f  the B o a r d  of D i r e c t o r s  e x c e p t  to the e x t e n t ,  if 
any, t h a t  su c h  a u t h o r i t y  s h a l l  bo l i m i t e d  b y  the r e s o l u t i o n  a p p o i n t i n g  
the E x e c u t i v e  C o m m i t t e e  and e x c e p t  a l s o  t h a t  the E x e c u t i v e  C o m m i t t e e  
s h a l l  n o t  h a v e  the a u t h o r i t y  of the B o a r d  of D i r e c t o r s  in r e f e r e n c e  
to a m e n d i n g  the /.rticlos o f  I n c o r p o r a t i o n ,  a d o p t i n g  a p l a n  o f  m e r c e r  
o r  c o n s o l i d a t i o n ,  r e c o m m e n d i n g  to the s h a r e h o l d e r s  the sale, l e a s e  
o r  o t h e r  d i s p o s i t i o n  of all o r  s u b s t a n t i a l l y  all of the p r o p e r t y  and 
a s s e t s  o f  tho c o r p o r a t i o n  o t h e r w i s e  t h a n  in the usual and r e g u l a r  
c o u r s e  of its b u s i n e s s ,  r e c o m m e n d i n g  to the c h a r e h o l d o r s  a v o l u n t a r y  
d i s s o l u t i o n  o f  the c o r p o r a t i o n  or a r e v o c a t i o n  t h e r e o f ,  o r  a m e n d i n g
the By-Lav/s of the c o r p o r a t i o n .

S e c t i o n  3. T E N U R E  A N D  Q U A L I F I C A T I O N S . E a c h  m e m b e r  of tho 
E x e c u t i v e  C o m m i t t e e  s h a l l  h o l d  o f f i c e  u n t i l  the n e x t  r e g u l a r  a n n u a l  
m e e t i n g  o f  the B o a r d  o f  D i r e c t o r s  f o l l o w i n g  h i s  d e s i g n a t i o n  and u n t i l  
h i s  s u c c e s s o r  is d e s i g n a t e d  as a m e m b e r  of the E x e c u t i v e  C o m m i t t e e  and 
is e l e c t e d  and q u a l i f i e d .

S e c t i o n  4. M E E T I N G S . R e g u l a r  m e e t i n g s  o f  the E x e c u t i v e  C o m ­
m i t t e e  m a y  bo h e l d  w i t h o u t  n o t i c e  at su c h  t i m e s  and p l a c e s  as the 
E x e c u t i v e  C o m m i t t e e  m a y  fix fr o m  time to ti m e  h y  r e s o l u t i o n .  S p e c i a l  
m e e t i n g s  o f  the E x e c u t i v e  C o m m i t t e e  m a y  h o  c a l l e d  b y  a n y  m e m b e r  t h e r e o f  
u p o n  n o t  less t h a n  o n e  d a y ' s  n o t i c e  s t a t i n g  the p l a c e ,  d a t e  and h o u r  of 
the m e e t i n g ,  w h i c h  n o t i c e  m a y  be w r i t t e n  o r  oral, a n d  if m a i l e d ,  s h a l l  
be d e e m e d  to be d e l i v e r e d  w h e n  d e p o s i t e d  in the U n i t e d  S t a t e s  m a i l  
a d d r e s s e d  to tho m e m b e r  of tho E x e c u t i v e  C o m m i t t e e  a t  h i s  a d d r e s s .
A n y  m e m b e r  of the E x e c u t i v e  C o m m i t t e e  m a y  w a i v e  n o t i c e  o f  a n y  m e e t i n g  
a n d  n o  n o t i c e  of  a n y  m e e t i n g  n e e d  be g i v e n  to a n y  m e m b e r  t h e r e o f  w h o  
a t t e n d s  in p e r s o n .  T h e  n o t i c e  of a m o o t i n g  o f  the E x e c u t i v e  C o m m i t t e e  
n e e d  n o t  s t a t e  the b u s i n e s s  p r o p o s e d  to be  t r a n s a c t e d  at the m e e t i n g .

S e c t i o n  5. Q U O R U M . A m a j o r i t y  of t h e  m e m b e r s  of  the E x e c u­
tive C o m m i t t e e  s h a l l  c o n s t i t u t e  a q u o r u m  for t h e  t r a n s a c t i o n  of b u s i­
ne s s  at a n y  m e e t i n g  t h e r e o f  and a c t i o n  of  the E x e c u t i v e  C o m m i t t e e  m u s t  
be a u t h o r i z e d  by  the a f f i r m a t i v e  v o t e  of a m a j o r i t y  o f  the m e m b e r s  
p r e s e n t  a t  a m e e t i n g  at w h i c h  a q u o r u m  is p r e s e n t .

S e c t i o n  6. A C T I O N  W I T H O U T  A M E E T I N G . A n y  a c t i o n  t h a t  m a y  
be t a k e n  b y  the E x e c u t i v e  C o m m i t t e e  at a m e e t i n g  m a y  be t a k e n  w i t h o u t  
a m e e t i n g  if a c o n s e n t  in w r i t i n g ,  s e t t i n g  f o r t h  the a c t i o n  so to be  
taken, s h a l l  be s i g n e d  b e f o r e  s u c h  a c t i o n  b y  all of the m e m b e r s  o f  
the E x e c u t i v e  C o m m i t t e e .
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S e c t i o n  7. V A C A N C I E S . A n y  v a c a n c y  in the E x e c u t i v e  C o m m i t­
tee m a y  be f i l l e d  by  a r e s o l u t i o n  a d o p t e d  b y  a m a j o r i t y  of the full 
B o a r d  of D i r e c t o r s .

S e c t i o n  8. R E S I G N A T I O N S  A N D  R E M O V AL. A n v  m e m b e r  of the 
E x e c u t i v e  C o m m i t t e e  m a y  lie r e m o v e d  at a n y  t i m e  w i t h  o r  w i t h o u t  c a u s e  
b y  r e s o l u t i o n  a d o p t e d  by a m a j o r i t y  of the full B o a r d  of  D i r e c t o r s .
A n y  m e m b e r  o f  tho E x e c u t i v e  C o m m i t t e e  m n v  r e s i n n  fr o m  the E x e c u t i v e  
C o m m i t t e e  at any time hy gi''inn w r i t t e n  n o t i c e  to the P r e s i d e n t  o r 
S e c r e t a r y  o f  the c o r p o r a t i o n ,  and u n l e s s  o t h e r w i s e  s p e c i f i e d  the r e i n ,  
the a c c e p t a n c e  o f  su c h  r e s i e n a t i o n  s h a l l  n o t  be n e c e s s a r y  to m a k e  it 
e f f e c t i v e .

S e c t i o n  9. P R O C E D U R E . T h e  E x e c u t i v e  C o m m i t t e e  s h a l l  e l e c t  
a p r e s i d i n g  o f f i c e r  f r o m  its m e m b e r s  and m a y  fix its o w n  r u l e s  of p r o­
c e d u r e  w h i c h  s h a l l  n o t  be  i n c o n s i s t e n t  w i t h  t h e s e  b y - l a w s .  It s h a l l  
k e e p  r e g u l a r  m i n u t e s  o f  its p r o c e e d i n g s  a n d  r e p o r t  the sa m e  to the 
B o a r d  of D i r e c t o r s  for its i n f o r m a t i o n  at  the m e e t i n g  t h e r e o f  h e l d  
n e x t  a f t e r  the p r o c e e d i n g s  s h a l l  h a v e  b e e n  taken.

A R T I C L E  V

O F F I C E P S

S e c t i o n  1. t-HJMBER. T h o  o f f i c e r s  of the c o r p o r a t i o n  shall 
b e  a P r e s i d e n t ,  o n e  o r  m o r e  V i c e - P r e s i d e n t s  (the n u m b e r  t h e r e o f  to be 
d e t e r m i n e d  by  tho B o a r d  o f  D i r e c t o r s ) ,  a S e c r e t a r y ,  and a T r e a s u r e r ,  
e a c h  of w h o m  s hall be elected, b y  the B o a r d  of D i r e c t o r s .  S u c h  o t h e r  
o f f i c e r s  and a s s i s t a n t  o f f i c e r s  as m a y  be d e e m e d  n e c e s s a r y  m a y  be 
e l e c t e d  or a p p o i n t e d  by  the B o a r d  of D i r e c t o r s .  A n v  two o r  m o r e  
o f f i c e s  m a y  be h o l d  by  tho s a m e  p e r s o n ,  e x c e p t  the o f f i c e s  of P r e s i­
de n t  and S e c r e t a r y .

S e c t i o n  2. E L E C T I O N  A N D  T E RN O F  O F F I C E .  T h e  o f f i c e r s  of 
the c o r p o r a t i o n  to bo e l e c t e d  b y  the B o a r d  of D i r e c t o r s  s h all be
e l e c t e d  a n n u a l l y  b y  the B o a r d  of D i r e c t o r s  at the f i r s t  m e e t i n g  of
the B o ard of D i r e c t o r s  h o l d  a f t e r  e a c h  a n n u a l  m o o t i n g  of tho s h a r e­
hol d e r s .  If tho e l e c t i o n  of o f f i c e r s  s h a l l  not: be h o l d  at su c h  m e e t ­
ing, s u c h  e l e c t i o n  s h a l l  be h e l d  as s o o n  t h e r e a f t e r  as c o n v e n i e n t l y  
m a y  be. E a c h  o f f i c e r  s h a l l  h o l d  o f f i c e  u ntil h i s  s u c c e s s o r  s h a l l  h a v e
b e e n  d u l y  e l e c t e d  and s h a l l  h a v e  q u a l i f i e d  o r  u n t i l  his d e a t h  or u n t i l
he shall r e s i g n  o r  s h a l l  h a v e  b o o n  r e m o v e d  in the m a n n e r  h e r e i n a f t e r  
p r o v i d e d .

S e c t i o n  3. R E M O V A L. A n v  o f f i c e r  o r  a g e n t  m a y  bo r e m o v e d  
by the B o a r d  of  D i r e c t o r s  w h e n e v e r  in its j u d g m e n t ,  the host*, i n t e r e s t s  
of tho c o r p o r a t i o n  w i l l  be  s e r v e d  t h e r e b y ,  b u t  su c h  removal s h all be 
w i t h o u t  p r e j u d i c e  to the c o n t r a c t  r i g h t s ,  if any, of the p e r s o n  s o  r e­
move d .  E l e c t i o n  or a p p o i n t m e n t  o f  an o f f i c e r  o r  a g e n t  s h a l l  not o f 
i t s e l f  c r e a t e  c o n t r a c t  r i q hts.

S e c t i o n  4. V A C A N C I E S . A  v a c a n c y  in a n y  o f f i c e  b e c a u s e  o f  
d e a t h ,  r e s i g n a t i o n ,  r e m o v a l ,  cfisoualificatior. o r  o t h e r w i s e , m a y  be 
f i l l e d  by the B o a r d  of D i r e c t o r s  for a t e r m  of o f f i c e  c o n t i n u i n g  o n l y  
u n t i l  the n e x t  e l e c t i o n  o f  d i r e c t o r s  by s n a r e h o l d e r s .

S e c t i o n  5. BOND. T h e  D i r e c t o r s  may, at t h e i r  d i s c r e t i o n ,  
r e q u i r e  any o r  all o f f i c e r s  a n d  e m p l o y e e s  of  the c o r p o r a t i o n  to f u r­
nis h  such f i d e l i t y  b o n d  o r  b o n d s  as the D i r e c t o r s  m a y  d e t e r m i n e ;  the 
c o r p o r a t i o n  to p a y  all p r e m i u m  c h a r g e s  on s u c h  b o n d s  f u r n i s h e d .

S e c t i o n  6. P R E S I D E N T . T h e  P r e s i d e n t  s h a l l  be tho p r i n c i p a l  
e x e c u t i v e  o f f i c e r  of  the c o r p o r a t i o n .  H e  shall, w h e n  p r e s e n t ,  p r e s i d e  
at all m e e t i n g s  of  t h e  s h a r e h o l d e r s  and of the B o a r d  of Di'-actors. He
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m a y  sign, w i t h  tho. S e c r e t a r y  or any o t h e r  p r o p e r  o f f i c e r  o f  tho c o r p o r­
at i o n  t h e r e u n t o  a u t h o r i z e d  b y  the B o a r d  o f  D i r e c t o r s ,  c e r t i f i c a t e s  for 
s h a r e s  of the c o r p o r a t i o n ,  a n y  de e d s ,  m o r t g a g e s ,  bo n d s ,  c o n t r a c t s ,  or 
o t h e r  i n s t r u m e n t s  w h i c h  the B o a r d  o f  D i r e c t o r s  has a u t h o r i z e d  to be 
e x e c u t e d ,  e x c e p t  in c a s e s  w h e r e  the s i g n i n g  and e x e c u t i o n  t h e r e o f  s h a l l  
be e x p r e s s l y  d e l e g a t e d  b y  t h e  B o a r d  of D i r e c t o r s  o r  by t h e s e  B y - L a w s  
to s o m e  o t h e r  o f f i c e r  o r  akrent of  the c o r p o r a t i o n ,  o r  s h a l l  be r e q u i r e d  
b y  lav/ t o  be o t h e r w i s e  s i n n e d  o r  e x e c u t e d ;  and in g e n e r a l  s h a l l  p e r f o r m  
all d u t i e s  i n c i d e n t  to the o f f i c e  o f  P r e s i d e n t  and su c h  o t h e r  d u t i e s  as 
m a y  be p r e s c r i b e d  b y  the B o a r d  of D i r e c t o r s  f r o m  t i m e  to tine.

S e c t i o n  7. T H E  V I C E  P R E S I D E N T . In t h e  a b s e n c e  of  the P r e s i­
d e n t  o r  in tho e v e n t  o f  h i s  de a t h ,  i n a b i l i t y  o r  r e f u s a l  to act, the V i c e  
P r e s i d e n t  s h a l l  p e r f o r m  the d u t i e s  o f  the P r e s i d e n t  a n d  w h e n  so a c t ing, 
s h a l l  h a v e  all the p o w e r s  o f  a n d  b e  s u b j e c t  to a l l  the r e s t r i c t i o n s  u p o n  
tho P r e s i d e n t .  A n y  V i c e  P r e s i d e n t  m a y  sign, w i t h  the S e c r e t a r y  o r  an 
A s s i s t a n t  S e c r e t a r y ,  c e r t i f i c a t e s  for s h a r e s  of  the c o r p o r a t i o n ;  a n d  
s h a l l  p e r f o r m  su c h  o t h e r  d u t i e s  as f r o m  t i m e  t o  t i m e  m a y  be a s s i g n e d  to 
h i m  b y  the P r e s i d e n t  o r  b y  the B o a r d  of D i r e c t o r s .

S e c t i o n  S. T H E S E C R E T A RY. T h e  S e c r e t a r y  shall: (a) k e e p  the
m i n u t e s  of the p r o c e e d i n g s  of  the s h a r e h o l d e r s  a n d  of the B o a r d  of 
D i r e c t o r s  in one o r  m o r e  b o o k s  p r o v i d e d  f o r  t h a t  p u r p o s e ;  (b) see th a t  
all n o t i c e s  are d u l y  g i v e n  in a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  of t h e s e  
B y - L a w s  o r  as r c o u i r o d  b y  law; (c) be  c u s t o d i a n  o f  the c o r p o r a t e  r e c o r d s  
a n d  of tho seal o f  the c o r p o r a t i o n  a n d  see t h a t  t h e  seal of the c o r p o r a­
tion is a f f i x e d  to all d o c u m e n t s  the e x e c u t i o n  of w h i c h  on b e h a l f  o f  the 
c o r p o r a t i o n  u n d e r  its s e a l  is d u l y  a u t h o r i z e d ;  (d) k e e p  a r e g i s t e r  of 
the p o s t  o f f i c e  a d d r e s s  n ‘: e a c h  s h a r e h o l d e r ;  (e) s i g n  w i t h  the P r e s i d e n t ,  
o r  a V i c e  P r e s i d e n t ,  c e r t i f i c a t e s  for s h a r e s  o f  the c o r p o r a t i o n , tho 
i s s u a n c e  of w h i c h  s h a l l  h a v e  b e e n  a u t h o r i z e d  b y  r e s o l u t i o n  of  tho B o a r d  
'f D i r e c t o r s ;  (f) h a v e  g e n e r a l  c h a r g e  of tho s t o c k  t r a n s f e r  b o o k s  of 
t he c o r p o r a t i o n ; and (g) in g e n e r a l  p e r f o r m  al.l d u t i e s  i n c i d e n t  to the 
o f f i c e  of D e c r e t o r y  and s u c h  o t h e r  d u t i e s  as f r o m  ti m e  to t i m e  m a y  b e 
a s s i g n e d  to h i m  by  the P r e s i d e n t  or  by the. B o a r d  o f  D i r e c t o r s .

S e c t i o n  0. T H E  T R E A D H R E R . T h e  T r e a s u r e r  s h a l l  ; (a) h a v e
c h a r g e  of a n d  b e  r e s p o n s i b l e  for all f u n d s  a n d  s e c u r i t i e s  of  the c o r­
po r a t i o n ;  (b) r e c e i v e  a n d  g i v e  r e c e i p t s  for m o n i e s  d u e  and p a y a b l e  to 
tho c o r p o r a t i o n  f r o m  a n y  s o u r c e  w h a t s o e v e r ,  a n d  d e p o s i t  all s u c h  m o n i e s  
in the n a m e  of the c o r p o r a t i o n  in s u c h  b a n k s ,  t r u s t  c o m p a n i e s  o r  o t h e r  
d e p o s i t a r i e s  as s h a l l  be s e l e c t e d  in a c c o r d a n c e  w i t h  the p r o v i s i o n s  of 
A r t i c l e  VI of  t h e s e  B y - L a w s ;  and (c) in g e n e r a l  p e r f o r m  all o f  the 
d u t i e s  i n c i d e n t  to the o f f i c e  o f  T r e a s u r e r  a n d  s u c h  o t h e r  d u t i e s  as 
f r o m  t i m e  to t i m e  m a y  b e  a s s i g n e d  to h i m  b y  the P r e s i d e n t  o r  by the 
B o a r d  of D i r e c t o r s .

S e c t i o n  in. a d  d i s t a n t  d f g p .e t a p i e d  a n d  a s s i s t a n t  t r e a s u r e r s  .

T h e  A s s i s t a n t  S e c r e t a r i e s ,  w h e n  a u t h o r i z e d  b y  the B o a r d  of D i r e c t o r s ,  
m a y  si g n  w i t h  the P r e s i d e n t  o r  a V i c e  P r e s i d e n t  c e r t i f i c a t e s  for s h a r e s  
of the c o r p o r a t i o n  the i s s u a n c e  of  w h i c h  shall h a v e  b e e n  a u t h o r i z e d  by 
a r e s o l u t i o n  of the B o a r d  of D i r e c t o r s .  T h e  A s s i s t a n t  T r e a s u r e r s  s h a l l  
r e s p e c t i v e l y ,  if r e q u i r e d  by tho B o a r d  of D i r e c t o r s ,  g i v e  h o n d s  for the 
f a i t h f u l  d i s c h a r g e  o f  Lhe.ir d u t i e s  in s u c h  s u m s  and w i t h  such s u r e t i e s  
as the B o a r d  of D i r e c t o r s  shall d e t e r m i n e .  T h e  A s s i s t a n t  S e c r e t a r i e s  
a n d  A s s i s t a n t  T r e a s u r e r s ,  in g e n e r a l ,  shall, p e r f o r m  s u c h  d u t i e s  as s h a l l
be a s s i g n e d  to 1 h e n  b y  the S e c r e t a r y  or  the T r e a s u r e r ,  r e s p e c t i v e l y ,  or
b y  the P r e s i d e n t  o r  tho B o a r d  of D i r e c t o r s .

S e c t i o n  11. G E N E R A L  M A M A H E R . T h e  G e n e r a l  M a n a g e r  s h a l l  be
the c h i e f  a d m i n i s t r a t i v e  o f f i c e r  o f  the c o r p o r a t i o n  in c o n t r o l  of all 
a d m i n i s t r a t i v e  f u n c t i o n s  and in g e n e r a l  c h a r g e  o f  all of the b u s i n e s s  
of the c o r p o r a t i o n .  H i s  p o w e r s  s h a l l  i n c l u d e  the r i g h t  and a u t h o r i t y  
to m a k e  and d e l i v e r  r e c e i p t s  for the p a y m e n t  of  a n y  i n d e b t e d n e s s  o w i n g
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a n d  p a i d  to tho c o r p o r a t i o n  and to e x e c u t e  v a l i d  r e l e a s e e  o f  a n y  and 
all s e c u r i t y  i n s t r u m e n t s  o r  m o r t g a g e  l i e n s  g i v e n  to the c o r p o r a t i o n  
as s e c u r i t y  for s u c h  i n d e b t e d n e s s .

A R T I C L E  VI 

S A V I N G S

S e c t i o n  1. A L L O C A T I O N  OF  S A V I N G S . T h e  c o r p o r a t i o n  is h e r e b y  
o b l i g a t e d  to a l l o c a t e  to the s h a r e h o l d e r s  w h o  p a t r o n i z e  it the n e t  
p a t r o n a g e  s a v i n g s  as d e f i n e d  in the B y - L a w s  ( A r t i c l e  VI, S e c t i o n  4) for 
e a c h  f i s c a l  y e a r  on a p a t r o n a g e  b a s i s ,  w h i c h  a l l o c a t i o n  s h a l l  b e  p a i d  
in w h o l e  o r  in p a r t  in cash, or  in w h o l e  o r  in p a r t  in c r e d i t s ,  as 
h e r e i n a f t e r  s t a ted. T h e  a m o u n t  a l l o c a t e d  to e a c h  p a t r o n  s h a r e h o l d e r  
o f  the c o r p o r a t i o n  a n d  n o t  p a i d  in c a s h  s h a l l  b e  c r e d i t e d  to R e t a i n e d  
P a t r o n a g e  E a r n i n g s  in t h e  n a m e  of s u c h  p a t r o n  s h a r e h o l d e r  on the b o o k s  
o f  the c o r p o r a t i o n .  A l l  a m o u n t s  so c r e d i t e d  to a n y  p a t r o n  s h a r e h o l d e r  
o f  the c o r p o r a t i o n  s h a l l  h a v e  the sa m e  s t a t u s  as t h o u g h  the a m o u n t  so 
c r e d i t e d  h a d  b e e n  p a i d  in c a s h  to the p a t r o n  s h a r e h o l d e r  a n d  the p a t r o n  
s h a r e h o l d e r  h a d  t h e n  f u r n i s h e d  a c o r r e s p o n d i n g  a m o u n t  o f  c a p i t a l  to 
t h e  c o r p o r a t i o n .  A s  s o o n  as p r a c t i c a b l e  a f t e r  the c l o s e  of e a c h  f i s c a l  
y e a r ,  a s t a t e m e n t  s h a l l  he i s s u e d  to e a c h  p a t r o n  s h a r e h o l d e r  s h o w i n g  
t h e  a m o u n t  of R e t a i n e d  P a t r o n a g e  E a r n i n g s  that said p a t r o n  s h a r e h o l d e r  
h a s  b e e n  c r e d i t e d  w i t h  b y  the c o r p o r a t i o n  in t h a t  f i s c a l  year.

S e c t i o n  2. R E F U N D I N G  O F  E X C E S S  R E T A I N E D  P A T R O N A G E  E A R N I N G S .
In o r d e r  to f u r t h e r  tho c o o p e r a t i v e  c h a r a c t e r  o f  "this c o r p o r a t i o n ,  ft 
s h a l l  r e f u n d  its R e t a i n e d  P a t r o n a g e  E a r n i n g s  at s u c h  ti m e  as the B o a r d  
o f  D i r e c t o r s  f i nds th a t  the f i n a n c i a l  c o n d i t i o n  of the c o r p o r a t i o n  w i l l  
s o  p e r m i t .  T h e  B o a r d  of D i r e c t o r s  of  the c o r p o r a t i o n  s h a l l  a n n u a l l y  
d e t e r m i n e  the c a p i t a l  r e q u i r e m e n t s  of  the c o r p o r a t i o n  and a f t e r  so d o­
ing s h a l l  r e v i e w  the c a p i t a l  m a d e  a v a i l a b l e  b y  e a c h  p a t r o n  to the c o r­
p o r a t i o n .  If tho B o a r d  of D i r e c t o r s  d e t e r m i n e s  t h a t  a p a t r o n  has 
c o n t r i b u t e d  c a p i t a l  in e x c e s s  o f  h i s  p r o p o r t i o n a t e  s h a r e  of the t o tal 
c a p i t a l  r e q u i r e m e n t  of the c o r p o r a t i o n ,  s a i d  e x c e s s  m a y  be r e f u n d e d  to 
t h e  n a t r o n  as funds are a v a i l a b l e .  In so d o i n g ,  the B o a r d  o f  D i r e c t o r s  
m a y  e s t a b l i s h  p r i o r i t i e s ,  b a s e d  u p o n  the p e r c e n t a g e  of e x c e s s  c a p i t a l ,  
for p a y m e n t s  to p a t r o n s  w h o  the B o a r d  d e t e r m i n e  h a v e  c o n t r i b u t e d  c a p i­
tal in e x c e s s  of  t h e i r  p r o p o r t i o n a t e  share.

S e c t i o n  3. A L L O C A T I O N  O F  I.QSSFS. W h e n e v e r  a net p a t r o n a g e  
l o s s  occurs, said loss s h a l l  bo b o r n e , Insofar as p o s s i b l e ,  b y  p a t r o n s  
in the y e a r  o f  said l o s s  in accordance w i t h  t h e i r  respective patronage 
w i t h  the corporation during the year of s a i d  lo s s  and s h a l l  b e  c h a r g e d  
t o  s a i d  p a t r o n  s h a r e h o l d e r s '  c a p i t a ]  a c c o u n t s  in t h e  f o l l o w i n g  m a n n e r  
a n d  or d e r :

(1) A g a i n s t  the R e t a i n e d  P a t r o n a g e  E a r n i n n s  s t a n d­
ing  to t h e  c r e d i t  o f  s a i d  p a t r o n  s h a r e h o l d e r
o r  to w h i c h  he m a y  h e  e n t i t l e d ,  u n t i l  s u c h  loss 
is s a t i s f i e d  in full o r  tho R e t a i n e d  P a t r o n a g e  
E a r n i n g s  o r  o t h e r  a m o u n t s  t o  w h i c h  h e  m a y  be 
e n t i t l e d ,  h a v e  b e e n  f u l l y  d e p l e t e d .

(2) A f t e r  f u l l y  d e p l e t i n g  the R e t a i n e d  Patronacre 
E a r n i n g s ,  the b a l a n c e  of the loss s h a l l  n e x t  
be  a p p l i e d  a g a i n s t  the R e s e r v e  F u n d  s t a n d i n g  
t o  tho c r e d i t  of  sa i d  p a t r o n  s h a r e h o l d e r  o r 
t o  w h i c h  he m a y  be  e n t i t l e d ,  as p r o v i d e d  in 
A.rticle VII, S e c t i o n  6 o f  t h e s e  B y - L a w s .

(3) If t h e  a p p l i c a t i o n s  s o t  o u t  in s u b s e c t i o n s  (1) 
a n d  (2) a b o v e  are n o t  s u f f i c i e n t  to f u l l y  s a t­
isfy the loss so a l l o c a t e d  to a n y  p a t r o n  s h a r e­
ho l d e r ,  t h e  b a l a n c e  of the lo s s  r e m a i n i n g  s h a l l
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loss h a s  b e e n  allocater! a n d / o r  all p a t r o n  s h a r e­
h o l d e r s  of  the c o r p o r a t i o n  on as e q u i t a b l e  a 
b a s i s  as t h e  B o a r d  of D i r e c t o r s  in its so ] c  
d i s c r e t i o n  f i n d s  p r a c t i c a b l e .

T h e  p r i n c i p a l  o n  w h i c h  t h i s  s e c t i o n  is b a s e d  is t h a t  the c o r­
p o r a t i o n  is o p e r a t i n g  at c o s t  and t h a t  a n y  c h a r a e  m a d e  a g a i n s t  the 
R e t a i n e d  P a t r o n a g e  E a r n i n g s  o r  a n y  o t h e r  c a p i t a l  f u n d s  c o n s t i t u t e s  an 
a d d i t i o n a l  a s s e s s m e n t  to the p a t r o n  s h a r e h o l d e r s  to c o v e r  sa i d  d e f i­
ci e n c i e s .  W h e n e v e r  a n e t  no.i-pntronngo lo s s  o c c u r s ,  the corporation 
s h a l l  f i r s t  a p p l y  s a i d  loss, to  t h o  e x t e n t  a l l o w a b l e ,  in a c c o r d a n c e  
w i t h  the c a r r y  b a c k  a n d  c a r r y  f o r w a r d  p r o v i s i o n s  o f  t h e  a p p l i c a b l e  
i n c o m e  tax c o d e s  a n d  r e g u l a t i o n s .  A n y  b a l a n c e  r e m a i n i n n  m a y  be 
c h a r g e d  to the s h a r e h o l d e r s '  R e t a i n e d  P a t r o n a g e  E a r n i n g s ,  A l l o c a t e d  
C a p i t a l  R e t a i n  o r  R e s e r v e  I- n d  as d e t e r m i n e d  b y  the B o a r d  o f  D i r e c t o r s .

S e c t i o n  4. D E F I N I T I O N S . A s  u s e d  in t h e s e  B y - L a w s  the term:

(a) "Net P a t r o n a g e  S a v i n g s "  m e a n s  the e x c e s s  of 
i n c o m e  d i r e c t l y  r e l a t e d  to l o a n s  m a d e  t o  
b o r r o w e r s  l e s s  a p p l i c a b l e  e x p e n s e s ,  as p r o­
v i d e d  b y  the i n c o m e  t a x  c o d e s  a n d  r e g u l a t i o n s .

(b) "Met P a t r o n a g e  L o s s e s "  m o a n s  t h e  e x c e s s  of 
e x p e n s e s  o v e r  i n c o m e  d i r e c t l y  r e l a t e d  t o  l o a n s  
m a d e  to b o r r o w e r s  as p r o v i d e d  by t h e  i n c o m e  
t a x  c o d e s  a n d  r e g u l a t i o n s .

(c) "Met N o n - P a t r o n a g e  I n c o m e "  m e a n s  the e x c e s s  
of  i n c o m e  f r o m  s o u r c e s  n o t  r e l a t e d  to  l o a n s
m a d e  to b o r r o w e r s  less a p p l i c a b l e  e x p e n s e s
as p r o v i d e d  by  the i n c o m e  tax c o d e s  and r e g u­
l a t i o n s  .

(d) "M e t  N o n - P a t r o n a g e  L o s s e s "  m e a n s  the e x c e s s  
o f  e x p e n s e s  o v e r  i n c o m e  n o t  r e l a t e d  to l o a n s  
m a d e  to b o r r o w e r s  as p r o v i d e d  b y  the i n c o m e  
tax c o d e s  a n d  r e g u l a t i o n s .

S e c t i o n  5. S H A R E H O L D E R  T A X  RE P O R T I N G .  E a c h  p e r s o n ,  fi r m  o r
c o r p o r a t i o n ,  w h o  h e r e a f t e r  b e c o m e s  a s h a r e h o l d e r  in t h i s  c o r p o r a t i o n ,
an d  e a c h  s h a r e h o l d e r  o f  t h i s  c o r p o r a t i o n  o n  the e f f e c t i v e  d a t e  of t h i s  
B y - L a w  w h o  c o n t i n u e s  as a s h a r e h o l d e r  a f t e r  s u c h  d a te, s h a l l  b y  s u c h  
ac t  alone, c o n s e n t  t h a t  the a m o u n t  of a n y  a s s e s s m e n t  for a l l o c a t e d  
c a p i t a l  r e t a i n  a n d  r e s e r v e  f u n d  a n d  d i s t r i b u t i o n  w i t h  r e s p e c t  to a n y  
p a t r o n a g e  occurrincr a f t e r  the e f f e c t i v e  d a t e  o f  th i s  By-Lav/ w h i c h  are 
m a d e  in w r i t t e n  n o t i c e s  w i t h  r e s p e c t  to s u c h  a s s e s s m e n t s  a n d / o r  d i s­
t r i b u t i o n s  (as d e f i n e d  in 26 U . S . C .  1388) a n d  w h i c h  are r e c e i v e d  b y  
Sc\id s h a r e h o l d e r  f r o m  t h e  c o r p o r a t i o n ,  w i l l  be t a k e n  in t o  acco\jnt b y  
s a i d  s h a r e h o l d e r  at  t h e i r  s t a t e d  d o l l a r  a m o u n t s  in the m a n n e r  p r o v i d e d  
in 26 U. S . C .  1385 (a) in the t a x a b l e  y e a r  in w h i c h  s u c h  w r i t t e n  n o t i c e s  
w i t h  r e s p e c t  to s u c h  a s s e s s m e n t s  a n d / o r  d i s t r i b u t i o n s  a r e  r e c e i v e d  by  
s a i d  s h a r e h o l d e r .

S e c t i o n  6. L I E N . T h e  R e t a i n e d  P a t r o n a g e  E a r n i n g s  s t a n d i n g  
to tho c r e d i t  o f  t h e  b o r r o w e r  arc the p r o p e r t y  o f  the b o r r o w e r ,  s u b j e c t  
to a f i r s t  l i e n  to t h i s  c o r p o r a t i o n  for a n y  i n d e b t e d n e s s  o w e d  b y  the  
h o l d e r  t h e r e o f  to the c o r p o r a t i o n  a n d  d i s s o l u t i o n  p r o v i s i o n s  all as 
p r o v i d e d  h e r e i n .

S e c t i o n  7. C O N S E N T  A N D  A H T H Q R I  Z A T T.ON. By b e c o m i n g  a s h a r e­
h o l d e r  o f  the c o r p o r a t i o n  o r  c o n t i n u i n g  as a s h a r e h o l d e r  a f t e r  n o t i c e  
of  t h i s  c h a n g e  in its B y - L a w s  a s h a r e h o l d e r  a g r e e s  to b e  b o u n d  b y  t h e  
S a v i n g s  p r o v i s i o n s  s e t  f o r a h  h e r e i n .
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ARTICLE V I I

S P E C I A L  F U NDS

S e c t i o n  1. A L L O C A T E D  C A P I T A L P E T A IN. T h e  c o m o r a t i o n  s h a l l  
e s t a b l i s h  a c a p i t a l  f u n d  k n o w n  as " A l l o c a t e d  C a p i t a l  R e t a i n " .  V.'hen a 
m e m b e r  f i r s t  j o i n s  the c o r p o r a t i o n ,  h e  s h a l l  p a y  i n t o  t h e  A l l o c a t e d  
C a p i t a l  R e t a i n  fu n d  a p e r  p a c k e d  b o x  a m o u n t ,  as e s t a b l i s h e d  by  t h e  
B o a r d  o f  D i r e c t o r s  f r o m  t i m e  to t ime, o f  h i s  a v e r a g e  a n n u a l  p r o d u c t i o n  
f or tho p r e c e d i n g  t h r e e  y e a r s .  In a d d i t i o n  t h e r e t o ,  e a c h  p a t r o n  s h a r e­

h o l d e r  s h a l l  e a c h  y e a r  p a y  i n t o  s a i d  fund an a m o u n t  e q u a l  to a p e r c e n­
tage, as e s t a b l i s h e d  f r o m  t i m e  to t i m e  b y  the B o a r d  of  D i r e c t o r s ,  of  
i n t e r e s t  c h a r g e s  on  l o a n s  m a d e  to  h i m  b y  t h e  c o r p o r a t i o n .  F u n d s  c o l­
l e c t e d  s h a l l  bo c r e d i t e d  in f u l l  t o  a c a p i t a l  a c c o u n t  m a i n t a i n e d  in 
the n a m e  o f  e a c h  p a t r o n .  T h e  f u n d s  so c o l l e c t e d  m a y  be  u s e d  as c o l l a­
t e r a l  for b o r r o w i n g  a n d  l o a n i n g  p u r p o s e s  b y  the c o r p o r a t i o n  at the 
d i s c r e t i o n  o f  the B o a r d  of  D i r e c t o r s .

S e c t i o n  2. R E F U N D I N G  A L L O C A T E D  C A P I T A L  R E T A I N .  In o r d e r  
to f u r t h e r  the c o o p e r a t i v e  c h a r a c t e r  of  t h i s  c o r p o r a t i o n ,  it s h a l l 
r e f u n d  its A l l o c a t e d  C a p i t a l  R e t a i n  at s u c h  t i m e  as the B o a r d  of 
D i r e c t o r s  f i n d s  t h a t  the f i n a n c i a l  c o n d i t i o n  of t h e  c o r p o r a t i o n  w i l l  
so p e r m i t .  T h e  B o a r d  o f  D i r e c t o r s  o f  t h e  c o r p o r a t i o n  s h a l l  a n n u a l l y  
d e t e r m i n e  t h e  c a p i t a l  r o n u i r e m e n t s  o f  t h e  c o r p o r a t i o n  and a f t e r  so 
d o i n g  s h a l l  r e v i e w  the c a p i t a l  m a d e  a v a i l a b l e  b v  e a c h  p a t r o n  to the 
c o r p o r a t i o n .  If t h e  B o a r d  o f  D i r e c t o r s  d e t e r m i n e s  t h a t  a p a t r o n  h a s
c o n t r i b u t e d  c a p i t a l  in e x c e s s  of  h i s  p r o p o r t i o n a t e  s h a r e  o f  the t o t a l
c a p i t a l  r e q u i r e m e n t  o f  the c o r p o r a t i o n ,  s a i d  e x c e s s  m a y  be r e f u n d e d  
to the p a t r o n  as f u n d s  are a v a i l a b l e .  In s o  d o i n q ,  t h e  B o a r d  o f 
D i r e c t o r s  m a y  e s t a b l i s h  p r i o r i t i e s ,  b a s e d  u p o n  t h e  p e r c e n t a g e  of 
e x c e s s  c a p i t a l ,  for p a y m e n t s  to p a t r o n s  w h o  the B o a r d  d e t e r m i n e s  h a v e  
c o n t r i b u t e d  in e x c e s s  of  t h e i r  p r o p o r t i o n a t e  share.

S e c t i o n  3. T R A N S F E R  O F  A L L O C A T E D  C A P I T A L  R E T A I N . T h e  a l l o­
c a t e d  C a p i t a l  R e t a i n  s t a n d i n g  to the c r e d i t  o f  a p a t r o n  w h o  is not
t h e n  a c u r r e n t  b o r r o w e r ,  ma y ,  w i t h  t h e  p r i o r  p e r m i s s i o n  of the B o a r d  
o f  D i r e c t o r s ,  bo t r a n s f e r r e d .  T h e  h o l d e r  o f  A l l o c a t e d  C a p i t a l  R e t a i n  
s h a l l  r e q u e s t  t h e  s e c r e t a r y  o f  t h e  C o r p o r a t i o n  to  t r a n s f e r  his A l l o­
c a t e d  C a p i t a l  R e t a i n .

S e c t i o n  4. S A L E  O F  A L L O C A T E D  C A P I T A L  R E T A I N . T h e  A l l o c a t e d
C a p i t a l  R e t a i n  s t a n d i n g  t o  the c r e d i t  o f  a p a t r o n  w h o  is n o t  t h e n  a 
c u r r e n t  b o r r o w e r  may, w i t h  the p r i o r  p e r m i s s i o n  of  the B o a r d  o f  D i r e c­
tors, be s o l d  b y  the h o l d e r  t h e r e o f .

S e c t i o n  5, L I E N  O N  A L L O C A T E D C A P I T A L  R F T A I N . A l l o c a t e d
C a p i t a l  R e t a i n s  s t a n d i n g  t o  the c r e d i t  o f  t h e  o w n e r  t h e r e o f  are t h e  
p r o p e r t y  o f  s a i d  o w n e r ,  s u b j e c t  t o  a f i r s t  lien to t h i s  c o r p o r a t i o n  
for a n y  i n d e b t e d n e s s  o w e d  b y  the h o l d e r  t h e r e o f  t o  t h e  c o r p o r a t i o n ,  
d i s s o l u t i o n  p r o v i s i o n s  and s u b j e c t  to the p r o v i s i o n s  s e t  f o r t h  h e r e i n .

S e c t i o n  6, R E S E R V E  F U N D .  T h e  c o r p o r a t i o n  s h a l l  e s t a b l i s h  
a n d  m a i n t a i n  a " R e s e r v e  F u n d 11 to bo u s e d  for b a d  d e b t s  a n d  for l o s s e s  
an scv. f orth h e r e i n  in Article. VI, S e c t i o n  3. T h e  f u n d s  c o l l e c t e d  m a y  
be u s e d  as c o l l a t e r a l  for b o r r o w i n g  o r  m a y  b o  l o a n e d  b y  the c o r p o r a t i o n  
to its m e m b e r s ,  nil at the. d i s c r e t i o n  o ^  t h e  B o a r d  o f  D i r e c t o r s .  E a c h  
P a t r o n  s h a r e h o l d e r  s h a l l  p a y  i n t o  s a i d  f u n d  an a m o u n t  e q u a l  to a p e r ­
ce n t a g e ,  as e s t a b l i s h e d  f r o m  t i m e  to t i m e  b y  the B o a r d  o f  D i r e c t o r s ,
of  i n t e r e s t  c h a r g e s  on l o a n s  m a d e  to h i m  b y  the c o r p o r a t i o n .  T h e  f u n d s
c o l l e c t e d  s h a l l  b e  c r e d i t e d  in full t o  a s e p a r a t e  c a p i t a l  a c c o u n t  k n o w n  
as the R e s e r v e  F u n d  m a i n t a i n e d  in t h e  n a m e  o f  e a c h  p a t r o n .

S e c t i o n  7. REVOLVING OF RESERVE P U M P . T h e  R e s e r v e  F u n d s  
r e m a i n i n g  a f t e r  r e d u c t i o n  f o r  l o s s e s  as p r o v i d e d  in A r t i c l e  VI, S e c t i o n



3 h e r e o f ,  m a y  b e  r e v o l v e d  to p a t r o n  s h a r e h o l d e r s  at t h e  d i s c r e t i o n  o f 
the B o a r d  of D i r e c t o r s .  U p o n  r e v o l v i n g  s a i d  fund, the o l d e s t  o u t s t a n d­
ing R e s e r v e  F u n d s  b y  y e a r s  s h a l l  b e  revolved, first.

S e c t i o n  C. L T EN  O N  P . E S F R ^  FUND . T h e  R e s e r v e  F u n d  s t a n d­
ing to the c r e d i t  of the b o r r o w e r  arc t h e  p r o p e r t y  of s a i d  b o r r o w e r ,  
s u b j e c t  to a f i r s t  lien to th i s  c o r p o r a t i o n  f o r  a n v  i n d e b t e d n e s s  o w e d  
b y  tho h o l d e r  t h e r e o f  to the c o r p o r a t i o n ,  d i s s o l u t i o n  p r o v i s i o n s ,  b a d  
d e b t s  and net p a t r o n a g e  l o s s e s ,  all a s  p r o v i d e d  h e r e i n .

S e c t i o n  9. A C C O U N T I N G . T h e  c o r p o r a t i o n  s h a l l  a c c o u n t  to 

its p a t r o n s  for the f u n d s  c o l l e c t e d  for b o t h  A l l o c a t e d  C a p i t a l  R e t a i n  
a n d  R e s e r v e  F u n d s  d u r i n g  the c o r p o r a t i o n ' s  f i s c a l  year. S u c h  a c c o u n t­
in g  s h a l l  be m a d e  w i t h i n  e i g h t  a n d  o n e - h a l f  m o n t h s  f r o m  t h e  c l o s e  o f  
t he f i s c a l  year.

S e c t i o n  10. C O N S F N T  A N D  A U T H O R I Z A T I O N . By b e c o m i n g  a s h a r e­
h o l d e r  of the c o r p o r a t i o n  o r  c o n t i n u i n g  as a s h a r e h o l d e r  a f t e r  n o t i c e  
o f  t h i s  c h a n g e  in its B y - L a w s  a s h a r e h o l d e r  a g r e e s  to be  b o u n d  b y  the 
S p e c i a l  F u n d s  p r o v i s i o n s  set f o r t h  h e r e i n .

A R T I C L E  V I I I  

D I S S O L U T I O N

U p o n  d i s s o l u t i o n  o r  w i n d i n g  up  o f  the c o r p o r a t i o n  in any 
m a n n e r ,  a f t e r  p a y i n g  a l l  d e b t s  a n d  a f t e r  r o t i r i n q  all o u t s t a n d i n g  
c o m m o n  s t o c k  at par, the r e m a i n i n g  a s s e t s  s h a l l  be d i s t r i b u t e d  as 
f o l l o w s :  (1) a l l  a l l o c a t e d  C a p i t a l  R e t a i n  b o o k  e n t r y  h o l d e r s  s h a l l
f i r s t  bo p a i d  in full o r  p r o - r a t a  w i t h o u t  p r i o r i t y  at the fac v a l u e  
o f  t h e i r  C a p i t a l  R e t a i n  as s h o w n  o n  tho b o o k s  of  tho C o r p o r a t i o n ;
(2) all R e s e r v e  F u n d  b o o k  e n t r y  h o l d e r s  s h a l l  n e x t  be p a i d  in full 
o r  p r o - r a t a  w i t h o u t  p r i o r i t v  the face a m o u n t  of  t h e i r  b o o k  e n t r y  as 
s h o w n  on the b o o k s  of the C o r p o r a t i o n ;  (3) the b a l a n c e  of a l l  c o r­
p o r a t e  a s s e t s  s h a l l  n e x t  be d i s t r i b u t e d ,  w i t h o u t  p r i o r i t y ,  to the 
h o l d e r s  of R e t a i n e d  P a t r o n a g e  E a r n i n g s  in p r o p o r t i o n  to t h e i r  r e­
s p e c t i v e  c r e d i t s  t h e r e o f  as s h o w n  on the b o o k s  of the c o r p o r a t i o n .

A R T I C L E  IX

C O N T R A C T S , L O A N S , C H E C K S  A N D  D E P O S I T S

S e c t i o n  1. C O N T R A C T S . T h e  B o a r d  of D i r e c t o r s  m a y  a u t h o r i z e  
a n y  o f f i c e r  or  o f f i c e r s ,  a g e n t  o r  a g e n t s ,  to e n t e r  i n t o  a n y  c o n t r a c t  
o r  e x e c u t e  a n d  d e l i v e r  a n y  i n s t r u m e n t  in the n a m e  o f  a n d  on  b e h a l f  o f  
the c o r p o r a t i o n ,  a n d  s u c h  a u t h o r i t y  m a y  be g e n e r a l  o r  c o n f i n e d  to s p e ­
c i f i c  i n s t a n c e s .

S e c t i o n  2. L O A N S . No  l o a n s  s h a l l  b e  c o n t r a c t e d  on b e h a l f  
o f  the c o r p o r a t i o n  and no e v i d e n c e s  o f  i n d e b t e d n e s s  shall b e  i s s u e d  in 
its n a m e  u n l e s s  a u t h o r i z e d  b y  a r e s o l u t i o n  of  the B o a r d  of  D i r e c t o r s .  
S u c h  a u t h o r i t y  m a y  b e  g e n e r a l  o r  c o n f i n e d  to s p e c i f i c  i n s t a n c e s .

S e c t i o n  3. C H E C K S , D R A F T S , F.T C . A l l  c h e c k s ,  d r a f t s  o r  o t h e r  
o r d e r s  for t h e  p a y m e n t  of m o n e y ,  n o t e s  o r  o t h e r  e v i d e n c e s  of i n d e b t e d­
n e s s  i s s u e d  in the n a m e  of t h e  c o r p o r a t i o n ,  s h a l l  be s i g n e d  b y  su c h 
o f f i c e r  or  o f f i c e r s ,  a g e n t  o r  a g e n t s  o f  t h e  c o r p o r a t i o n  and in su c h 
m a n n e r  as s h a l l  f r o m  t i m e  to t i m e  be d e t e r m i n e d  by r e s o l u t i o n  o f  the 
B o a r d  of D i r e c t o r s .

S e c t i o n  4. D E P O S I T S . A l l  f u n d s  of  t h e  c o r p o r a t i o n  n o t  o t h e r­
w i s e  e m p l o y e d  s h a l l  be d e p o s i t e d  f r o m  t i m e  to ti m e  to the c r e d i t  of  the 
c o r p o r a t i o n  in s u c h  b a n k s ,  t r u s t  c o m p a n i e s  o r  o t h e r  d e p o s i t a r i e s  as the 
E o a r d  of D i r e c t o r s  m a y  s e l ect.
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A R T I C L E  X

C E R T I F I C A T E S  POP. S H A R E S  A M D  T H E I R  T R A N S F E R

S e c t i o n  1. C E R T I F I C A T E S F O R  S H A R E S .  C e r t i f i c a t e s  r e p r e s e n­
tin g  s h a r e s  o f  the c o r p o r a t i o n  s h a l l  be in s u c h  f o r m  as s hall b e  d e­
t e r m i n e d  b y  the B o a r d  of D i r e c t o r s .  S u c h  c e r t i f i c a t e s  s h a l l  be si g n e d  
b y  t h e  P r e s i d e n t  o r  a V i c e  P r e s i d e n t  and b y  the S e c r e t a r y  o r  an A s s i s­
ta n t  S e c r e t a r y  a n d  s e a l e d  w i t h  the c o r p o r a t e  seal o r  a f a c s i m i l e  t h e r e­
of. A l l  c e r t i f i c a t e s  for s h a r e s  s h a l l  be c o n s e c u t i v e l y  n u m b e r e d  o r  
o t h e r w i s e  i d e n t i f i e d .  T h e  n a m e  and a d d r e s s  o f  the p e r s o n  to w h o m  the 
s h a r e s  r e p r e s e n t e d  t h e r e b y  a r e  i s s ued, w i t h  the n u m b e r  o f  in res and 
d a t e  o f  issue, s h a l l  b e  e n t e r e d  on t h o  s t o c k  t r a n s f e r  boo. f the 
c o r p o r a t i o n .  A l l  c e r t i f i c a t e s  s u r r e n d e r e d  to the c o r p o r a t i o n  for t r a n s­
fer s h a l l  be c a n c e l l e d  and n o  n e w  c e r t i f i c a t e  s h a l l  be  i s s u e d  u n t i l  the 
f o r m e r  c e r t i f i c a t e  foi a li k e  n u m b e r  o f  s h a r e s  s h a l l  h a v e  b e e n  s u r r e n­
d e r e d  a n d  c a n c e l l e d ;  e x c e p t  that in c a s e  of a .lost, d e s t r o y e d  o r  m u t i l­
a t e d  c e r t i f i c a t e  a n e w  o n e  m a y  bo  i s s u e d  t h e r e f o r  u p o n  s u c h  t e r m s  and 
i n d e m n i t y  to the c o r p o r a t i o n  as the B o a r d  of D i r e c t o r s  m a y  p r e s c r i b e .

S e c t i o n  2. T R A N S F E R  O F  S H A R E S . N o  s h a r e s  s h a l l  be t r a n s­
f e r r e d  w i t h o u t  the p r i o r  a p p r o v a l  of the B o a r d  of D i r e c t o r s .  T r a n s f e r  
o f  s h a r e s  o f  the c o r p o r a t i o n  s h a l l  b e  m a d e  o n l y  o n  the s t o c k  t r a n s f e r  
b o o k s  of the c o r p o r a t i o n  b y  the h o l d e r  o f  r e c o r d  t h e r e o f  o r  b y  his 
l e g a l  r e p r e s e n t a t i v e ,  w h o  s h a l l  f u r n i s h  p r o p e r  e v i d e n c e  of a u t h o r i t y  
to t r a n s f e r ,  o r  b y  his a t t o r n e y  t h e r e u n t o  a u t h o r i z e d  by p o w e r  of a t t o r­
n e y  d u l y  e x e c u t e d  a n d  f i l e d  w i t h  tho S e c r e t a r y  o f  tho c o r p o r a t i o n ,  a n d  
on  s u r r e n d e r  for c a n c e l l a t i o n  o f  the c e r t i f i c a t e  for s u c h  s h a res. T h e  
p e r s o n  in w h o s e  n a m e  s h a r e s  s t a n d  on the b o o k s  of the c o r p o r a t i o n  s hall 
be d e e m e d  b y  the c o r p o r a t i o n  to b e  t h e  o w n e r  t h e r e o f  for all p u r p o s e s .

A R T I C L E  XI 

M I SCEI.LANEOUS P R O V I S I  ONS

S e c t i o n  1. F I S C A L Y E A R . T h e  f i s c a l  y e a r  o f  t h e  c o r p o r a t i o n  
s h a l l  b e g i n  on the f i r s t  d a y  of J u n o  a n d  end on the t h i r t y - f i r s t  d a y  
o f  M a y  in e a c h  year.

S e c t i o n  2. C O R P O R A T E S E A L . T h e  B o a r d  of D i r e c t o r s  s h a l l  
p r o v i d e  a c o r p o r a t e  s e a l  w h i c h  s hall be c i r c u l a r  in f o r m  a n d  s h a l l  ha v e  
i n s c r i b e d  t h e r e o n  the n a m e  o f  the c o r p o r a t i o n  and hhc stiito of i n c o r­
p o r a t i o n  and the w o r d s ,  " C o r p o r a t e  Se a l " .

S e c t i o n  3. W A I V E R  O F  N O T I C E. W h e n e v e r  a n y  n o t i c e  is r e q u i r e d  
t o  be  g i v e n  to a n y  s h a r e h o l d e r  o r  d i r e c t o r  of the c o r p o r a t i o n  u n d e r  the 
p r o v i s i o n s  of  t h e s e  B y - L a w s  o r  u n d e r  tho p r o v i s i o n s  of  t h o  A r t i c l e s  of 
I n c o r p o r a t i o n  o r  u n d e r  tho p r o v i s i o n s  of tho W a s h i n g t o n  B u s i n e s s  C o r­
p o r a t i o n  Act, a w a i v e r  t h e r e o f  in w r i t i n g  s i g n e d  b y  t h e  p e r s o n  o r  p e r ­
so n s  e n t i t l e d  to s u c h  n o t i c e ,  w h e t h e r  b e f o r e  o r  a f t e r  the ti m e  s t a t e d  
t h e r e i n ,  s h a l l  b o  d e e m e d  e q u i v a l e n t  to the g i v i n g  of  s u c h  n o t i c e .

A R T I C L E  X I I

Af E H D M K N T S

T h e s e  B y - L a w s  m a y  b e  a l t e r e d ,  a m e n d e d  o r  r e p e a l e d  a n d  n o w  
By-Lav/s m a y  b e  a d o p t e d  by the s h a r e h o l d e r s  at a n y  r e g u l a r  or  s p e c i a l  
m e e t i n g  o f  the s h a r e h o l d e r s .

C E R T I F I C A T I O N

S T A T E  OF  W A S H I N G T O N )
) s s .

C O U N T Y  O F  C H E L A N  )

II. L E S L I E  C A R P E N T E R  a n d  C A R R O L L  P. RANK, b e i n g  f i r s t  d u l y  
s w o r n  o n  o a t h  d e p o s e s  a n d  say: W e  a r e  the P r e s i d e n t  a n d  S e c r e t a r y

- 1 4 -



Alaska Fisheries Development Corporation l i n f o r m s t l o n l

n o x  969 
CORDOVA A L A S K A  99574 

(907)424-3116

M a r c h  13, 1978

T h e  H o n o r a b l e  T e r r y  G a r d i n e r  
H o u s e  o f  R e p r e s e n t a t i v e s  
S t a t e  C a p i t o l  B u i l d i n g  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  G a r d i n e r ,

T h o  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  C o r p o r a t i o n  ( C o r p o r a t i o n )  is a 
not-for-profit; A l a s k a  c o r p o r a t i o n  r e c e n t l y  f o r m e d  by m e m b e r s  of 
t he A l a s k a  f i s h i n g  i n d u s t r y .  T h e  o r g a n i z a t i o n  h a s  b e e n  c a r e f u l l y  
s t r u c t u r e d  so t h a t  its v o t i n g  m e m b e r s h i p  will e q u i t a b l y  r e f l e c t  b o t h  
t h e  h a r v e s t i n g  a n d  the p r o c e s s i n g  s e c t o r s  of the i n d u s t r y .  S i n c e  
D e c e m b e r  3, 1977, a r e p r e s e n t a t i v e  g r o u p  o f  f i s h e r m e n  and p r o c e s s o r s  
h as w o r k e d  c o o p e r a t i v e l y  to bo t h  f o r m  the C o r p o r a t i o n  a n d  to  d r a f t  
a c o m p  x. oh on si vc? b o t t o m f i s h  p r o p o s a l  w h i c h  w o u l d  w i n  i n d u s t r y ' s  
s u p p o r t .  B o t h  g o a l s  h a v e  b e e n  r e a l i z e d .

T h o u g h  m a n y  f a c t o r s  h a v e  e n c o u r a g e d  this p r o m i s i n g  effort on the 
p a r t  of h i s t o r i c a l l y  o p p o s e d  s e g m e n t s  of the i n d u s t r y ,  the m o s t  
p e r s u a s i v e  has b e e n  the p r o m i s e  of 2.7 m i l l i o n  d o l l a r s  in federal 
f u n d i n g  w h i c h  the i n d u s t r y  w a s  led to b e l i e v e  w o u l d  b e  a v a i l a b l e  
f r o m  P a l t o n s t a ] ]- K e n n e d y  F u n d  m o n i e s  for the d e v e l o p m e n t  of  the 
A l a s k a  bottonif i sh i n d u s t r y .  B e c a u s e  it w a s  n e c e s s a r y  to h a v e  a 
v i a b l e  legal e n t i t y  w h i c h  c o u l d  r e c e i v e  a n d  m a n a g e  s u c h  m o n i e s  a n d  
p r o g r a m s ,  the I n d u s t r y  w a s  c o m p e l l e d  to c o o r d i n a t e  its e f f o r t s  a n d  
f o r m  the c o r p o r a t i o n .  T h e  current b o t t o m f i s h  p r o p o s a l  is the f i r s t  
o f  the r e s e a r c h  a n d  d e v e l o p m e n t  p r o j e c t s  w h i c h  t h e  C o r p o r a t i o n  
a n t i c i p a t e s  it will u n d e r t a k e .

T h o u g h  e a r l y  i n d i c a t i o n s  f r o m  N M F S  a n d  N O A A  a r c  e n c o u r a g i n g  the 
C o r p o r a t i o n  has b e e n  i n f o r m a l l y  a d v i s e d  that c o n t r a r y  to e a r l i e r  
a g e n c y  a s s u r a n c e s  the full 2.7 m i l l i o n  d o l l a r s  is n o t  a v a i l a b l e  
for Alas k a .  C o n c u r r e n t l y  a ha r d  look is b e i n g  t a k e n  a t  t i n s  s o m e­
wh a t  s u r p r i s i n g  cooperative! effort o n  the p a r t  o f  i n d u s t r y .  S k e p t i c s  
lurk at e v e r y  c o r n e r  d e s p i t e  t h e  d e m o n s t r a t e d  a b i l i t y  of  t h i s  
o r g a n i z a t i o n  to p e r f o r m  w e l 1 and to be f l e x i b l e  as well as r e s o u r c e­
ful.*

* T h o u g h  t i m e l y  filed w i t h  N M F S  t h e  p r o p o s a l  w a s  m o d i f i e d  by 
by i n d u s t r y  at tho u r g i n g  ol b o t h  N M F S  s t a f f  a n d  h i g h - l e v e l  
N O A A  p e r s o n n e l .  T h e  r e v i s e d  p r o p o s a l  i n c l u d e s  the i n d e p e n d­
e n t l y  s u b m i t t e d  proposal, of the A l e u t i a n - I Jr iblof f F i s h e r i e s  
C o o p e r a t i v e  a d d i t i o n a l  s u p p o r t i n g  m a r k e t i n g  a n d  e c o n o m i c  d a t a  
and a c h a n g e  fr o m  a o n e  to a t w o  v e a r  t i m e  frame.
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T o  d a t e  m e m b e r s  o f  t h e  i n d u s t r y  h a v e  v o l u n t e e r e d  t h e i r  t i m e  w i t h  
t h e  u n d e r s t a n d i n g  t h a t  i n c u r r e d  t r a vel, t e l e p h o n e  a n d  p r i n t i n g  
e x p e n s e s  w i l l  b e  r e i m b u r s e d .  S i m i l a r  o r g a n i z a t i o n s  in o t h e r  a r e a s  
o f  t h e  U n i t e d  S t a t e s  h a v e  a n d  a r e  o b t a i n i n g  f u n d i n g  f o r  s u c h  i n i t i a l  
a c t i v i t i e s  t h r o u g h  f e d e r a l  c h a n n e l s .  A l a s k a ' s  r e q u e s t  to N M F S  for 
s u c h  s e e d  m o n e y  w a s  d e n i e d ,  t h o u g h  the A l a s k a  Sea G r a n t  p r o g r a m  
d o n a t e d  $ 2 0 0 0  for t r a v e l  e x p e n s e s  to i n s u r e  t h a t  w o r k i n g  s e s s i o n s  
w e r e  a t t e n d e d  b y  f i s h e r m e n  as w e l l  as p r o c e s s o r s .

T h e  C o r p o r a t i o n  is a g g r e s s i v e l y  s e e k i n g  f u n d i n g  w i t h  a m e m b e r s h i p  
d r i v e  a n d  f r o m  d o n a t i o n s  of  s u p p o r t i v e  c o m p o n e n t s  o f  t h e  i n d u s t r y .  
T h o u g h  the r e s p o n s e  has b e e n  e x c e l l e n t  the p r o c e s s  is a s l o w  one.
In o r d e r  to m a i n t a i n  i n t e r e s t  in a n d  c o m m i t t m e n t  to t h e  C o r p o r a t i o n  
a n d  t h e  p r o p o s a l  and to a t t r a c t  f u t u r e  f u n d i n g ,  it is i m p e r a t i v e  
t h a t  the p r o p o s e d  p r o j e c t s  a r e  i m p l e m e n t e d  as so o n  as t h e  m o n e y  is 
a v a i l a b l e .  A  q u a l i f i e d  staff, a s o l i d  b u d g e t  and a b a s e  o f  o p e r a t i o n s  
a r e  all p r e r e q u i s i t e s  to t h e  s u c c e s s f u l  m a n a g e m e n t  o f  the p r o j e c t s .

T h u s  t h e  C o r p o r a t i o n  s e e k s  a g r a n t  of  $ 1 0 0 , 0 0 0  f r o m  t h e  S t a t e  o f  
A l a s k a .  It is e s s e n t i a l  t h a t  s u c h  f u n d i n g  be  a p p r o p r i a t e d  imiued- 
e a t e l y  for t w o  r e a s o n s :  1) to i n d i c a t e  to b o t h  f e d e r a l  a g e n c i e s
a n d  t h e  i n d u s t r y  i t s e l f  t h a t  t h e  S t a t e  e n d o r s e s  this a c t i v i t y  a n d  
h a s  c o n f i d e n c e  in the i n d u s t r y ' s  a b i l i t y  to l o o k  a f t e r  its o w n  
n e e d s  a n d  2) to  i n s u r e  t h a t  t h e r e  is a m a n a g e m e n t  t e a m  in p l a c e  
as s o o n  as p o s s i b l e .

It is c r u c i a l  t h a t  tho v i a b i l i t y  o f  the C o r p o r a t i o n  be i n s u r e d ;  
t h a t  it is p o i s e d  to s w i n g  in t o  a c t i o n  as so o n  as t h e  a l l o c a t i o n  
o f  S - R  f u n d i n g  for Alaskci is c o n f i r m e d  so th a t  no m o m e n t u m  is lost. 
D e l a y  c o u l d  w e l l  r e s u l t  in d e n i a l  o f  f u n d i n g  for 1979 a n d  b e y o n d ,  
n o t  to m e n t i o n  the i m p a c t  t h a t  s u c h  f a i l u r e  w o u l d  h a v e  on t h e  
d e v e l o p m e n t  o f  t h i s  m o s t  i m p o r t a n t  f i shery.

T h a n k  y o u  in a d v a n c e  for c o n s i d e r i n g  this r e q u e s t  for a g r a n t  for 
$ 1 0 0 , 0 0 0 .  Y o u r  c o n c e r n  a n d  s u p p o r t  of t h e  f i s h i n g  i n d u s t r y  in 
A l a s k a  d o e s  n o t  go u n n o t i c e d .  It is the i n d u s t r y  of  the f u t u r e  
f o r  A l a s k a .

R e s p e c t f u l 1y ,

T h e  B o a r d  o f  D i r e c t o r s  
A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

C o r p o r a t i o n

by:
S a r a  S. H e m p h i l l

SSII: dd
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B U D G E T  S U M M A R Y

Federal 
Funds Other

Project

1. Alaska Fisheries Development Corporation $ 236,250 $

2. Full-year Offshore Trawling Demonstration 1,200,000

3. Aleutian/Pribilof Bottomfish Development 300,000

4. On-board Fishermen Trainee Program 473,530

5. Kodiak to Chignik Bottomfish Development 300,000

6. Prince Willi/m Sound Bottomfish Assessment 300,850 49,000

7. Test Fishery for Cod, Rockfish, and other 
Bottomfish 300,000

8. Longline and Trawl Fishing Damnstration 
in Eastern Gulf of Alaska 300,000

9. Technical Assistance in Adopting Nov Gear 
for Bottomfish Fishing 141,000

10. Project Evaluation 75,000

Total Estimated Costs $3,485,630 $190,000

-36-



I N D U S T R Y  C U R R E N T  A N D  P R O J E C T E D  

D I R E C T  C O N T R I B U T I O N S  T O  THE A F D C  P R O G R A M

E s t i m a t e d  o u t - o f - p o c k e t  e x p e n s e s  by i n d i v i d u a l  f i s h e r m e n  

and p r o c e s s o r s  to p a r t i c i p a t e  in p l a n n i n g  m e e t i n g s  and 

A D F C  f o r m a t i o n

E s t i m a t e d  c osts w h i c h  will be i n c u r r e d  by p a r t i c i p a t i n g

f i s h e r m e n  in the A F D C  p r o g r a m

E s t i m a t e d  costs w h i c h  will be i n c u r r e d  by p r o c e s s o r s  to

p a r t i c i p a t e  in A F D C  p r o g r a m

T otal

Th e  a b o v e  figu r e s  are c o n s i d e r e d  c o n s e r v a t i v e  a n d  do  not 

capital c osts of v e s s e l s  or p r o c e s s i n g  f a c i l i t i e s  n o w  in 

to be built.

$ 267,000

1,981,000

 881,000

$3,079,000

i n c l u d e  v a l u e s  or 

p l a c e  o r  e x p e c t e d



PROJECT OUTLINES
1. Formation of non-profit corporation; application to IRS for non­

profit status
2. Solicitation of merrber organisations and member processors
3. Review of submitted project proposals
4. Solicitation of funding for future projects
5. Appointment of executive director and setting up office in Anchorage

BUDGET SUMMARY Government Industry
Cost Contribution Contribution

Start-up expenses (18 Cornuttee 
members, 4 meetings)

Printing (est.) $ 200.00 $ 200.00
Travel $ 2,000.00 $12,700.00
Professional services $18,000.00 $18,000.00
Telephone (est.) $ 500.00 $ 500.00

Note: to date memberships
nave contributed $ 285.00

Executive Director (salary 12 $54,000.00
months)

Secretary $14,400.00
Travel $36,000.00
Phone $ 9,600.00
legal F e es  $12,000.00
Office Rental and overlead $15,000.00
(6 months)

$236,250.00

(Looking for state funding - $10,000.00/$15,000.00)

$101,250 is requested for FY78 and $135,000 is requested for FY79.

- 9 -



Alaska jitate legislature
House of Representatives

C o m m ittee  on R e so u rc e s  Pouch vState Capitol 
Juneau, Alaska 99811

9 F e b r u a r y  1978

Dr. B e l d e n  H u l l  D a n i e l s  
4 S e n t r y  H i l l  P l a c e  
B o s t o n ,  M a s s a c h u s e t t s  0 2 1 1 4

Re: H B  7 6 3 _

D e a r  Dr. D a n i e l s :

E n c l o s e d  for y o u r  a t t e n t i o n  a n d  i n f o r m a t i o n  is a c o p y  of 
t h e  b i l l  t h a t  c a m e  f r o m  y o u r  p r o p o s a l  on an A l a s k a n  F i s h  
D e v e l o p m e n t  B a n k  w h i c h  y o u  s e t  f o r t h  o n  the m e e t i n g  w i t h  the 
c o n s u l t a n t s  in D e c e m b e r  of  l a s t  year.

P l e a s e  r e v i e w  t h e  b i l l  at  y o u r  e a r l i e s t  c o n v e n i e n c e  a n d  let 
u s  k n o w  w h a t  y o u r  t h o u g h t s  a r e  o n  a n y  s u g g e s t e d  a m e n d m e n t s  
o r  r e v i s i o n s .

T h e  b i l l  h a s  n o t  b e e n  s c h e d u l e d  for h e a r i n g s  to d a t e  b u t  it 
is a n t i c i p a t e d  t h a t  it w i l l  b e  s c h e d u l e d  w i t h i n  a m o n t h ' s  
time. Y o u r  s p e e d y  r e p l y ,  t h e r e f o r e ,  w o u l d  be g r e a t l y  a p p r e­
ciat e d .

W e  a r e  v e r y  g r a t e f u l  for y o u r  i n p u t  i n t o  this l e g i s l a t i o n  
d u r i n g  the I n t e r i m .  R e p r e s e n t a t i v e  T e r r y  G a r d i n e r  is e a g e r  
to w o r k  w i t h  t h e  C o m m i t t e e  o n  the R e n e w a b l e  R e s o u r c e s  a s p e c t  
a n d  the i m p a c t  t h i s  b i l l  w o u l d  h a v e  o n  it, w h i c h  is a q u e s t i o n  
y o u  m i g h t  a l s o  w a n t  to c o n s i d e r  in l o o k i n g  the b i l l  o v e r .
T h e  C o m m i t t e e  w i l l  w a n t  it to b e  as g o o d  as it c a n  be.

T h a n k s  a g a i n  f o r  y o u r  c o o p e r a t i o n .
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O ffic ia l b u s in e s s

^lagka jitaie tslature
House of Representatives

C om m ittee on R e so u rces

27 M a r c h  1978

Pouch V  
S ta te  C ap ito l 

J u n e a u , A la sk a  99811

TO:

FR:

R e p r e s e n t a t i v e  O s t e r b a c k ,  C h a i r m a n  
H o u s e  R e s o u r c e s  C o m m i t t e e

J a c k l e e n  A l l  
H o u s e

en A l l e n . Stafj 
K e s o u r c e s  C o m m i t t e e

RE: Dr. F r a n k  O r t h ' s  r e c o m m e n d e d  a m e n d m e n t s  for C S H B  763

1. S e c t i o n  1, (1) - (6), r e p l a c e  all w o r d s  of  " f i s h e r m a n  and fa r m e r s "  
w i t h  " f i s h i n g  b u s i n e s s e s  a n d  a g r i c u l t u r e "  r e s p e c t i v e x y .

2. P a g e  9, S e c t i o n  4 1 . 4 5 . 2 1 0 ,  line 25, r e p l a c e  the w i t h
a nd add the f o l l o w i n g :  "and to u e a f o o d  a n d  a g r i c u l t u r e  p r o c e s s o r s ,  
m a r k e t e r s ,  and firms p r o v i d i n g  t e c h n i c a l  s e r v i c e s  to the a g r i c u l t u r e  
a n d  f i s h i n g  i n d u s t r i e s  for p r o j e c t s  w h i c h  w i l l  e s t a b l i s h  a f a c i l i t y  
w i t h i n  A l a s k a  or w h i c h  w i l l  e s t a b l i s h  or e x p a n d  a m a r k e t  for the 
h a r v e s t  of r e s i d e n t  c o m m e r c i a l  f i s h e r m e n  or  f a r mers.".

3. P a g e  10, S e c t i o n  4 1 . 4 5 . 2 1 0 ,  p a r a g r a p h s  (7) a n d  (8) s h o u l d  be c o l­
lap s e d  and c o m b i n e d ,  w i t h  lines 12 and 13 r e m o v e d  f r o m  p a r a g r a p h
(8) " r e l a t i n g  to the d e v e l o p m e n t  of farms, s t o r a g e  and p r o c e s s i n g  
o f  f a r m  p r oduce, l i v e s t o c k  and m a c h i n e r y " ,  w i t h  the a d d e d  r e f e r r a l  
to p a r a g r a p h  (1) in S e c t i o n  4 1 . 45.210.

r j  > X 6
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