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The Committee was briefed by Ho Mathews and Austin W a r d , Office of the 

Federal Inspector, Alaska Natural Gas Transportation System and Gary 

A n d e r s o n , President, Alaska Commercial Fishing and Agriculture Bank, 

Frank H o m a n , Chairman, Aluska Commercial Fishing and Agriculture Bank 

and Joe C a r t e r , President, Spokane Bank of Cooperatives.

Mo Mathews stated that the responsibilities of the Office of Federal 
Inspector are:

1. Coordinate the scheduling and issuance of all Federal permits 

and related activities to assure timely and unified decisions;

2. Monitor actlvites to assure that cost control, safety, and 

environmental protection objectives a r e ' f u l f i 1 led while still meeting 
the project completion schedule;

3. Keep the President and Congress informed on project progress,

including potential delays or problems;

Establish a Joint surveillance and monitoring agreement with the 
State of Alaska; and

5. i’nforce all Federal Statutes which a f f e c 1' the project, assuring 

that the builders are complying with all conditions or stipulations 

attached to any Federal approval.

In response to the question, Is the outlined schedule for the completion 

of the pipeline reasonable? Mr. Mathews stated it the real key to the

schedule Is the financing plan which he has no ie sp on sl b l1ty for.

In response to the question, are the Impacts on communities in Alaska 

being taken into consideration? Mr. Mathews stated that there is an
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agreement with the State that they will conduct the community impact 

studies. The impact will be m ostly on communties that are close to the gas 

pi peline.

In response to the question, what is the outlook for the financing problems? 

Mr. Mathews stated that Northwest was the only proposal that stated they 

could construct the line without Federal aid. There may be some need for 

removal of antitrust provisions to allow North Slope producers to become 

financially involved. Federal aid is a long w ay  off and even then only as 

a last resort.

Frank H o m a n , stated that the 1978 legislature created the Alaska Commercial 

Fishing and Agriculture Bank (CFAB). The State provided seed m on ey  to the 

bank and it is to be repaid to the State in 20 years. Customers and borrowers 

become members of the bank, with dividends payable to them in proportion to 

the amount interest they pay annually. CFAB is an alternative to direct 

state financing of fisheries and --riculture. CFAB can draw upon other 

sources of money, and can leverage its money with the Federal Farm Credit 

System.

The purposes of CFAB are:

1. Provide sources of credit for Alaskan agriculture and fishing 

industries;
2. Encourage utilization of the fisheries off the coast of Alaska that 

have been underutilized in the past by local fishermen;

3. Encourage harvesting, processing and marketing of underutilized 

fish species;
Encourage technological development in the harvesting and processing 

of underutilized fish species; and,

5. Promote the more  rapid development of agriculture.

He stated that CFAB is not involved in venture capitol. CFAB loans money 

to farmers and fishermen that have demonstrated an ability to repay the 

loan.

Joe Carter stated that the Bank of Cooperatives was founded in 1933. The 

initial funding was from the Federal government, the loan was repaid and now 

is owned by the users of the Bank. He indicated that a problem arose after 

the capital loan was paid off - the members thought since the capital loan 

was paid off they could do what ever they wanted with the funds of the 

Bank. He stated that he felt that government o ve rview was important inorder 

to Insure the original Intent is being carried out.
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J a n u a r y  28, 1 9 8 1

To the S h a r e h o l d e r s  a n d  B o a t d  of D i r e c t o r s  
A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  

A g r i c u l t u r e  B a n k

I n  o u r  o p i n i o n ,  the a c c o m p a n y i n g  b a l a n c e  s h e e t s  a n d  the 

r e l a t e d  s t a t e m e n t s  of income, of c h a n g e s  in c a p i t a l  and 

a l l o c a t e d  u n d i s t r i b u t e d  p a t r o n a g e  e a r n i n g s  a n d  of c h a n g e s  in 

f i n a n c i a l  p o s i t i o n  p r e s e n t  f a i r l y  the f i n a n c i a l  p o s i t i o n  of the 

A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k  at D e c e m b e r  31, 

1 9 8 0  a n d  1979, a n d  the r e s u l t s  of its o p e r a t i o n s  and the c h a n g e s  

in its f i n a n c i a l  p o s i t i o n  f o r  the y e a r  e n d e d  D e c e m b e r  31, 1980 

a n d  f o r  the p e r i o d  f r o m  M a y  4, 1 9 7 9  ( i n c e p t i o n )  t h r o u g h  

D e c e m b e r  31, 1 9 7 9 , ^ i n  c o n f o r m i t y  w i t h  g e n e r a l l y  a c c e p t e d  

a c c o u n t i n g  p r i n c i p l e s  c o n s i s t e n t l y  a p p l i e d .  O u r  e x a m i n a t i o n s  

of  t h e s e  s t a t e m e n t s  w e r e  m a d e  in a c c o r d a n c e  w i t h  g e n e r a l l y  

a c c e p t e d  a u d i t i n g  s t a n d a r d s  a n d  a c c o r d i n g l y  i n c l u d e d  s u c h  

tests o f  the a c c o u n t i n g  r e c o r d s  a n d  s u c h  o t h e r  a u d i t i n g  

p r o c e d u r e s  as w e  c o n s i d e r e d  n e c e s s a r y  in the c i r c u m s t a n c e s .

IB



ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK
B A L A N C E  S H E E T

A S S E T S

D e c e m b e r  31,

1 9 8 0  1 9 7 9

C a s h  $ 1 6 8 , 2 4 0  $ 4 1 , 3 8 6

I' v e s t m e n t s  a t  cost, w h i c h  a p p r o x i m a t e s  
m a r k e t  v a l u e  9 , 0 5 6 , 2 3 7  2 0 0 , 0 0 0

T r u s t  a c c o u n t ,  S t a t e  o f  A l a s k a  1 , 7 2 7 , 6 7 4

L o a n  to o f f i c e r  6 5 , 0 0 0

Loans, n e t  of a l l o w a n c e  for l o a n  l o s s e s
of $ 4 0 0 , 0 0 0  2 4 , 8 7 6 , 1 2 4

A c c r u e d  i n t e r e s t  r e c e i v a b l e  -
I n v e s t m e n t s  2 3 1 , 4 0 9

L o a n s  5 6 8 , 8 4 7

O r g a n i z a t i o n  costs, n e t  of a m o r t i z a t i o n  
o f  $ 4 2 , 5 9 5  a n d  $ 1 4 , 1 9 8  at  D e c e m b e r  31,
1 9 8 0 'and 1979, r e s p e c t i v e l y  9 9 , 3 8 7  1 2 7 , 7 8 4

B a n k  f u r n i t u r e  a n d  e q u i p m e n t ,  n e t  3 9 0 , 6 5 6  4 5 , 1 7 2

O t h e r  a s s e t s   3 3 ,691  3 , 3 9 7

$ 3 5 . 4 2 4 . 5 9 1  $ 2 . 2 1 0 . 4 1 3

See accom panying n o te s  to  f i n a n c i a l  s ta te m e n ts



ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK
B A L A N C E  S H E E T  

L I A B I L I T I E S ,  C A P I T A L  A N D  P A T R O N A G E  E A R N I N G S

L I A B I L I T I E S

Accounts- p a y a b l e  a n d  a c c r u e d  e x p e n s e s  
A c c r u e d  i n t e r e s t  p a y a b l e  
N o t e  p a y a b l e
F e d e r a l  i n c o m e  t a x e s  p a y a b l e  
O b l i g a t i o n  u n d e r  c a p i t a l  l e a s e

D e c e m b e r  31, 

1 9 8 0  1979

1 2 7 , 4 2 6
1 1 6 , 4 9 7
5 0 0 , 0 0 0
3 5 , 0 0 0
2 3 , 9 1 6

8 0 2 , 8 3 9

$ 2 7 , 4 0 4

1 , 3 7 4
3 0 , 3 0 0

5 9 , 0 7 8

C A P I T A L  A N D  P A T R O N A G E  E A R N I N G S

S h a r e  c a p i t a l  -
C l a s s  C s p e c i a l  p r e f e r r e d  stock, 
a u t h o r i z e d  4 , 0 0 0  shares, $ 1 0 , 0 0 0  
p a r  value; 3 , 2 0 0  s h a r e s  a n d  200 
i s s u e d  a n d  o u t s t a n d i n g  at D e c e m b e r  31,
1 9 8 0  a n d  1979, r e s p e c t i v e l y  3 2 , 0 0 0 , 0 0 0  2 , 0 0 0 , 0 0 0

C l a s s  B p r e f e r r e d  stock, a u t h o r i z e d  
400,'000 shares, $1 0 0  p a r  val u e ;  22 , 9 9 5  
s h a r e s  i s s u e d  a n d  o u t s t a n d i n g  2 , 2 9 9 , 5 0 0

C l a s s  A  m e m b e r s h i p  stock, a u t h o r i z e d
1 0 , 0 0 0  shares, $10 p a r  v a l u e ;  79 s h a r e s  
i s s u e d  a n d  o u t s t a n d i n g

C a p i t a l  in e x c e s s  of p a r  v a l u e
C o n t r i b u t e d  c a p i t a l

T o t a l  c a p i t a l

A l l o c a t e d  u n d i s t r i b u t e d  p a t r o n a g e  e a r n i n g s ,  
n e t  of tax e f f e c t

T o t a l  c a p i t a l  a n d  a l l o c a t e d  u n d i s t r i b u t e d  
p a t r o n a g e  e a r n i n g s

790
6 , 4 8 0

1 4 4 , 6 2 6 1 4 4 , 6 2 6

3 4 , 4 5 1 , 3 9 6 2 , 1 4 4 , 6 2 6

1 7 0 , 3 5 6 6 , 7 0 9

3 4 , 6 2 1 , 7 5 2 2 , 1 5 1 , 3 3 5

$ 3 5 , 4 2 4 , 5 9 1 $ 2 , 2 1 0 , 4 1 3

See accom panying n o te s to  f i n a n c i a l  sta te m e n ts



ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK
S T A T E M E N T  O F  I N C O M E

Fo r  T h e  Y e a r  E n d e d  
D e c e m b e r  31, 1980

F o r  T h e  P e r i o d  
M a y  4, 19 7 9  
( Inception) To 

D e c e m b e r  31, 1979

I N T E R E S T  INCOME:

I n t e r e s t  on  l o ans 
I n t e r e s t  on s h o r t - t e r m  i n v e s t­

m e n t s
I n t e r e s t  on S t a t e  of A l a s k a  T r u s t  

A c c o u n t

I N T E R E S T  E X P E N S E :

I n t e r e s t  o n  n o t e  pay a b l e ,  n e t  
of p a t r o n a g e  d i v i d e n d s  of 
$ 3 9 , 4 1 2

I n t e r e s t  o n  S t a t e  of A l a s k a  loan

Net i n t e r e s t  i n c o m e  
P r o v i s i o n  for l o a n  lo s s e s

N e t  i n t e r e s t  i n c o m e  a f t e r  
p r o v i s i o n  for l o a n  lo s s e s

N O N - I N T E R E S T  E X P E N S E :

S a l a r i e s  a n d  b e n e f i t s  
O c c u p a n c y  e x p e n s e  
P r o f e s s i o n a l  fees 
D i r e c t o r s '  fe e s  
D e p r e c i a t i o n  a n d  a m o r t i z a t i o n  
S u p p l i e s
T r a v e l ,  l o d g i n g  a n d  m e a l s  
A d v e r t i s i n g  a n d  p r o m o t i o n  
T e l e p h o n e  a n d  p o s t a g e  
M i s c e l l a n e o u s

P a t r o n a g e  e a r n i n g s  b e f o r e  tax 
e f f e c t

F e d e r a l  i n c o m e  tax e f f e c t

A l l o c a t e d  u n d i s t r i b u t e d  p a t r o n a g e  
e a r n i n g s

$ 1 , 7 7 3 , 6 5 6

1 , 4 5 4 , 5 5 4

3 , 2 2 8 , 2 1 0

2 8 5 , 4 8 9
4 8 0 , 2 0 5

7 6 5 ,694

2 , 4 6 2 , 5 1 6
4 0 0 , 0 0 0

2 , 0 6 2 , 5 1 6

996121
148
32
76

127
170
107
40
42

,692 
,593 
,018 
,479 
,852 
,087 
,499 
,834 
, 656 
,159

T o t a l  n o n - i n t e r e s t  e x p e n s e  1, 8 6 3 , 8 6 9

1 9 8 ,647
35 , 0 0 0

$ 6 , 6 5 4

1 2 1 , 2 5 0

1 2 7 , 9 0 4

$ 1 6 3 . 6 4 7s :s : c-~̂ ar. m t  cL̂ rsna; i- .T-TX

1 2 7 , 9 0 4

1 2 7 , 9 0 4

4 1 , 0 5 0
4 , 8 1 8
5 , 2 2 0
5 , 5 5 0

1 4 , 3 1 6
6 , 0 8 6

3 3 , 3 7 0
2 , 0 1 5
1 , 3 4 0
6 , 0 5 6

1 1 9 , 8 2 1

8 , 0 8 3
1 , 3 7 4

L - 6 J 0 2 ,

See accom panying n o te s to  f i n a n c i a l  sta tem e n ts



A L A S K A  C O M M E R C I A L  F IS HING A N D  A GR I CU L T U R E  BANK 

S T A T E M E N T  O F  C H A N G E S  III C A P I T A L  A N D  A L L O C AT E D UN D IS T R I B U T E D  P AT RONACE EARNINGS 

F O R  T H E  P E R I O D  H A Y  4. 1979 (INCEPTION) TO D E CE H B E R  31. 19B0

A ll o ca t ed

Share
Capi ta l

C a pital In 
E xce s s Of 
Piir Value

C ont r ib u te d
Capital

U ndistr i bu t ed
Potronnge
Earninqs Total

I s su a nc e  of stock d u r i n g  the peri o d

200 shares of Cl a s s  C stock $ 2, 0 00 , 00 0 $ 2, 0 00,000

C o n t r i b u t e d  c ap i ta l  - 
S t a t e  of Al a s k a $144,626 144,626

A l l o c a t e d  u n d i s t r i b u t e d  patronage 
earnings $ 6.709 6.709

Balance, D e ce m be r  31, 1979 2 ,0 0 0. 0 00 144,626 6,709 2,151,335

I ss u an c e of ac o c k  d u r i n g  the y e a n

3 , 0 0 0  shares of C l a s s  C stock 
2 2 ,9 9 5  shares of C l a s s  B stock 
79 shares of C l a n s  A  stock

30,0 0 0. 0 00
2 . 2 9 9 .5 0 0

790 $6,480

3 0,000,000
2,299,500

7,2/0

A l l o c a t e d  u n d i s t r i b u t e d  p a tronage 
earnings 163,667 163,647

Bulanca, De c ember 31, 1980 5 34 . 30 0 . 2 9 0 S & - 40 0 $14 ,4.626 5 U J U 2 6 $ 34, 6 21 , 75 2



ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK
ST A T EMENT OF CHANGES IN F I N A N C I A L  POSITION

For The Year Ended 
D ecember 31, 1980

Sources of F i n a n c i a l  Resources:

F r o m  Op era t i o n s  -
Al l o c a t e d  u n d i s t r i b u t e d

p a t r o n a g e  earnings $ 163,647
Items not r e q u i r i n g  funds -

D e p r e c i a t i o n  and a m o r t i z a t i o n  76,852 
P r o v i s i o n  for loan losses 400,000

Total f r o m  operations 640,499

Capital contri b u t e d  by the 
State of A l a s k a  

Proceeds fro m stock issuance 32,306,770

Increase In -
A c c ounts p a y a b l e  and accrued

expenses 100,022
A c c r u e d  interest p a y a b l e  1 16,497
Note payable  500,000
Federal  income taxes p a yable 33,626
O b l i g a t i o n  un der capital 

lease

Decrease In -
L o a n  to officer 65,000
Trust account. State of

A l a s k a  1,727,674

S35.490.088
Uses of Financ ial Pvesources:

Increase In -
Cash $ 126,854
I nvestments  8,856,237
T r u s t  account, State of 

A l a s k a  
L o a n  to o f f icer
Loans 25,276,124
A c c r u e d  interest r e c e i v a b l e  800,256
O r g a n i z a t i o n  costs
Emik f u r n itur e and e quipment 393,939
Other assets 30,294

De c re ase In -
Ob l i g a t i o n  under capital

lease 6,384

For The P erio d 
May 4, 1979 
(Inception) To 

D ecember 31, 1979

$ 6,709

14,316

21,025

144,6262 ,000,0 00
27,404

1,374

30,300

S 2 .2 2 A J 23.

$ 41,386
200,000

1,727,674
65,000

141,982
45,290
3,397

$ 2 .2 2 4 ,7 29See accom panying n o te s  to  f i n a n c i a l  sta te m e n ts



ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK
N O T E S  T O  T H E  F I N A N C I A L  S T A T E M E N T S  

D E C E M B E R  31, 1980 A N D  1979

N O T E  1 - O P E R A T I O N S  A N D  A C C O U N T I N G  P O L I C I E S :

O p e r a t i o n s  -

T h e  A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k  (CFAB) w a s  

i n c o r p o r a t e d  o n  M a y  4, 1979. T h e  p u r p o s e s  of  C F A B  a r e  to:

p r o v i d e  s o u r c e s  of c r e d i t  f o r  A l a s k a n  
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 ;

e n c o u r a g e  u t i l i z a t i o n  of the f i s h e r i e s  o f f  the 
c o a s t  of A l a k a  th a t  h a v e  b e e n  u r d e r u t i l i z e d  in 
the p a s t  by l o c a l  f i s h e r m e n ;

e n c o u r a g e  h a r v e s t i n g ,  p r o c e s s i n g  a n d  m a r k e t i n g  of 
u n d e r u t i l i z e d  f i s h  species;

e n c o u r a g e  t e c h n o l o g i c a l  d e v e l o p m e n t  in the h a r v e s t i n g  
a nd p r o c e s s i n g  of u n d e r u t i l i z e d  f i s h  species;

p r o m o t e  the m o r e  r a p i d  d e v e l o p m e n t  of a g r i c u l t u r e .

C F A B  i n t e n d s  to a c c o m p l i s h  its p u r p o s e s  p r i m a r i l y  by m a k i n g  loans 

to i n d i v i d u a l s  w h o  a r e  r e s i d e n t s  of A l a s k a  a n d  are e n g a g e d  in c o m m e r­

cial  a g r i c u l t u r e  or  f i s h i n g ,  or to c o r p o r a t i o n s ,  p a r t n e r s h i p s  or 

j o i n t  v e n t u r e s  p r i m a r i l y  e n g a g e d  in c o m m e r c i a l  a g r i c u l t u r e  or fis h i n g ,  

the m a j o r i t y  oi: w h o s e  o w n e r s  a r e  r e s i d e n t s  of  the S t a t e  o f  A l a s k a .

A  l o a n  r e c i p i e n t  m u s t  be  a m e m b e r  of CFAB.

C F A B  is a c o o p e r a t i v e  c o r p o r a t i o n  and i n t e n d s  to r e f u n d  a n y  

a l l o c a t e d  u n d i s t r i b u t e d  p a t r o n a g e  e a r n i n g s  at s u c h  i * as the 

B o a r d  of D i r e c t o r s  f i n d s  that the f i n a n c i a l  c o n d i t i o n  oi C F A B  w i l l  

so p e r mit.

A c c o u n t i n g  P o l i c i e s  -

I n v e s t m e n t s  a n d  i n v e s t m e n t  i n c o m e  - I n v e s t m e n t s  a r e  s t a t e d  

at cost, a d j u s u e d  for a m o r t i z a t i o n  of p r e m i u m  a n d  a c c r e t i o n  of 

d i s c o u n t .  I n v e s t m e n t  i n c o m e  is r e c o r d e d  as earned.



I n t e r e s t  o n  l o a n s  - T h e  a c c r u a l  of i n c o m e  o n  l o ans is d i s c o n­

t i n u e d  w hen, i n  m a n a g e m e n t ' s  o p i n i o n ,  t h e r e  is d o u b t  as to the

c o l l e c t i b i l i t y  of s u c h  income.

P a t r o n a g e  d i v i d e n d s  - P a t r o n a g e  d i v i d e n d s  r e c e i v e d  f r o m  S p o k a n e  

B a n k  for C o o p e r a t i v e s  (SBC), of w h i c h  C F A B  is a m e m b e r ,  are s h o w n  

as a r e d u c t i o n  of  i n t e r e s t  e x p e n s e  to SBC (see N o t e  7) in the y e a r

i n  w h i c h  t h o s e  d i v i d e n d s  a r e  d e c l a r e d  b y  SBC.

A l l o w a n c e  f o r  l o a n  lo s s e s  - A d d i t i o n s  to the a l l o w a n c e  for 

l o a n  los s e s  a r e  p r o v i d e d  f r o m  c h a r g e s  to i n c o m e  b a s e d  o n  m a n a g e m e n t ' s  

e v a l u a t i o n  o f  the l o a n  p o r t f o l i o  u n d e r  e x i s t i n g  e c o n o m i c  c o n d i t i o n s .

B a n k  f u r n i t u r e  a n d  e q u i p m e n t  - B a n k  f u r n i t u r e  a n d  e q u i p m e n t  is 

s t a t e d  a t  c o s t  l e s s  a c c u m u l a t e d  d e p r e c i a t i o n  a n d  a m o r t i z a t i o n .  

D e p r e c i a t i o n  a n d  a m o r t i z a t i o n  is c h a r g e d  to o p e r a t i o n s  b y  u s e  of 

the s t r a i g h t - l i n e  m e t h o d  o v e r  e s t i m a t e d  u s e f u l  lives of f i v e  to 

t e n  years. E x p e n d i t u r e s  f o r  m a i n t e n a n c e  a n d  r e p a i r s  are c h a r g e d  

to o p e r a t i n g  e x p e n s e s  as i n c u r r e d .  E x p e n d i t u r e s  for r e n e w a l s  or 

i m p r o v e m e n t s  which: e x t e n d  the li f e  of a n  a s s e t  a r e  c a p i t a l i z e d  at 

c o s t  a n d  d e p r e c i a t e d  as s t a t e d  above. U p o n  sale, r e t i r e m e n t  or 

o t h e r  d i s p o s i t i o n s  of p r o p e r t y ,  the c o s t  a n d  a c c u m u l a t e d  d e p r e c i a t i o n  

a r e  r e m o v e d  f r o m  t h e  r e s p e c t i v e  a c c o u n t s  a n d  the r e s u l t i n g  g a i n  

or loss is r e c o r d e d  in income.

O r g a n i z a t i o n  c o s t s  - C e r t a i n  costs r e l a t e d  to the f e a s i b i l i t y ,  

c a p i t a l  n e e d s  a n d  i n c o r p o r a t i o n  p h a s e s  of C F A B  h a v e  b e e n  d e f e r r e d  

a nd are b e i n g  a m o r t i z e d  o v e r  s i x t y  m o n t h s .  S u c h  c o s t s  c o n s i s t  of 

l e gal a n d  a d v i s o r y  fees.

I n c o m e  t a x e s  - U n d e r  A l a s k a  S t a t u t e  4 4 . 5 4 . 1 7 0 ,  C F A B  is e x e m p t  

f r o m  all taxes aiid s p e c i a l  a s s e s s m e n t s  of the State. T h e  f e d e r a l  

i n c o m e  tax e f f e c t  o f  p a t r o n a g e  e a r n i n g s  is b a s e d  on p a t r o n a g e  

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

a m o u n t s  c u r r e n t l y  p a y a b l e  u n d e r  tax laws. T h e  B a n k  u s e s  the f l o w­

t h r o u g h  m e t h o d  of a c c o u n t i n g  for i n v e s t m e n t  tax cre d i t s ,  w h i c h  

r e s u l t s  in a r e d u c t i o n  of  i n c o m e  t a xes in the y e a r  c r e d i t s  are 

u t i l i z e d .  I n v e s t m e n t  tax c r e d i t s  u t i l i z e d  in 1 9 8 0  a m o u n t e d  to 

a p p r o x i m a t e l y  $ 36,000.



R e c l a s s i f i c a t i o n s  - C e r t a i n  a m o u n t s  i n c l u d e d  in the c o m p a r a t i v e  

f i n a n c i a l  s t a t e m e n t s  h a v e  b e e n  r e c l a s s i f i e d  to c o n f o r m  to c u r r e n t  

c l a s s i f i c a t i o n s .  S u c h  r e c l a s s i f i c a t i o n s  h a d  n o  e f f e c t  o n  p r e v i o u s l y  

r e p o r t e d  p a t r o n a g e  e a r n i n g s .

N O T E  2 - I N V E S T M E N T S :

I n v e s t m e n t s  h e l d  a r e  as follows:

T i m e  C e r t i f i c a t e  of  D e p o s i t :

@  1 3 . 1 2 5 % ,  m a t u r i n g  J a n u a r y  18, 1980 
@  11.5%, m a t u r i n g  M a r c h  16, 1981 
@  12.170, m a t u r i n g  J a n u a r y  14, 19 8 1  

12%, m a t u r i n g  J a n u a r y  14, 1981

R e p u r c h a s e  a g r e e m e n t  
Spokar.e B a n k  f o r  C o o p e r a t i v e s  :

C l a s s  C c a p i t a l  s t o c k  
E q u i t y  in  a l l o c a t e d  s u r p l u s

T o t a l  i n v e s t m e n t s

S t a t e  of A l a s k a  T r u s t  A c c o u n t
i n t e r e s t  b e a r i n g  $ 1 . 7 2 7 . 6 7 4

I n v e s t m e n t  a c t i v i t y  t h r o u g h  D e c e m b e r  31, 19 8 0  h a s  b e e n  l i m i t e d  

to the d e p o s i t  of  f u n d s  in the i n t e r e s t  e a r n i n g  S t a t e  o f  A l a s k a  T r u s t  

A c c o u n t ,  the p u r c h a s e  of  r e p u r c h a s e  a g r e e m e n t s  a n d  c e r t i f i c a t e s  of 

d e p o s i t ,  the p u r c h a s e  of  S B C  C l a s s  '1 c a p i t a l  s t o c k  in a c c o r d a n c e  w i t h  

a l o a n  a g r e e m e n t  ( d e s c r i b e d  in N o t e  7) a n d  the r e c j i p t  o f  S B C  C l a s s  C 

c a p i t a l  s t o c k  a n d  e q u i t y  in S B C ' s  a l l o c a t e d  s u r p l u s  r e c e i v e d  as 

p a t r o n a g e  d i v i d e n d s .

N O T E  3 - R E L A T E D  P A R T Y  T R A N S A C T I O N S :

In the o r d i n a r y  c o u r s e  o f  b u s i n e s s ,  C F A B  has m a d e  loans to m e m b e r s  

w h o  a l s o  s e r v e  on  C F A B ' s  B o a r d  of D i r e c t o r s  or a r e  C F A B  e m p l o y e e s .

T o t a l  l o a n s  to t h e s e  m e m b e r s  at D e c e m b e r  31, 1980 w e r e  $484,000.

A  $ 6 5 , 0 0 0  l e a n  was m a d e  tc the P r e s i i e n t  of C F A B  in O c t o b e r ,

1979, tc p r o v i d e  f u n d s  for the p u r c h a s e  of a r e s i d e n c e  in  A l a s k a  p r i o r  

to the s a l e  of his p r e v i o u s  r e s i d e n c e .  T h e  n o t e  w a s  i n t e r e s t  b e a r i n g

D e c e m b e r  31,

1 9 8 0

$ 3 , 0 0 0 , 0 0 0
2 . 5 0 0 . 0 0 0
2 . 5 0 0 . 0 0 0

1 ,0 0 0 , 0 0 0

4 6 , 3 8 4
9,853

$ 9 . 0 5 6 . 2 3 7

1979 

$ 100,000

100,000

$ 200.000



at 127, a n d  w a s  d u e  u p o n  the s a l e  of  h i s  p r e v i o u s  r e s i d e n c e .  T h e  

loan, w i t h  a c c r u e d  i n t e r e s t ,  w a s  f u l l y  r e p a i d  o n  J a n u a r y  3, 1980.

N O T E  4 - L O A N S :

T h e  f o l l o w i n g  r e p r e s e n t s  a c l a s s i f i c a t i o n  of C F A B ' s  l o a n  p o r t­

fo l i o  b y  m a j o r  c a t e g o r y  at D e c e m b e r  31, 1980:

F i s h  p r o c e s s o r s  $ 1 6 , 7 3 8 , 5 2 1
V e s s e l s  6 , 0 8 6 , 7 0 8
Gear, e n t r y  p e r m i t s  and o t h e r  2 ,450,895

2 5 , 2 7 6 , 1 2 4
Less: A l l o w a n c e  f o r  l o a n  l o s s e s  ( 4 0 0 , 0 0 0)

N e t  l o a n s  $ 2 4 . 8 7 6 . 1 2 4

U n d e r  the S t a t e  of  A l a s k a  s e n a t e  b i l l  140, p o r t i o n s  of c e r t a i n  

of  the f i s h  p r o c e s s o r  loans i n c l u d e d  a b o v e  are g u a r a n t e e d  by  the 

S t a t e .

A s  this is the f i r s t  y e a r  of l e n d i n g  a c t i v i t y  f o r  CFAB, t h e r e  is 

n o  p a s t  l o a n  loss e x p e r i e n c e  n o r  is t h e r e  a s i m i l a r  l e n d i n g  i n s t i t u­

tion o n  w h i c h  to b a s e  an a l l o w a n c e  for e x p e c t e d  l o a n  losses. C F A B  

has n o  d e l i n q u e n t  l oans at D e c e m b e r  31, 1980. M a n a g e m e n t ,  h o w e v e r ,  

has e s t a b l i s h e d  the a l l o w a n c e  for loan l o s s e s  at 1 . 5 %  of the total 

l o a n  p o r t f o l i o  at  D e c e m b e r  31, 1980. A d d i t i o n a l l y ,  t h ere has b e e n  

i n c l u d e d  a s p e c i f i c  a l l o w a n c e  f o r  one b o r r o w e r  w h o  is c u r r e n t l y  

o p e r a t i n g  u n d e r  C h a p t e r  11 B a n k r u p t c y  ( r e o r g a n i z a t i o n )  status.

N O T E  5 - B A N K  F U R N I T U R E  A N D  E Q U I P M E N T :

T h e  f o l l o w i n g  r e p r e s e n t s  a c l a s s i f i c a t i o n  of b a n k  f u r n i t u r e  and 

e q u i p m e n t  b y  m a j o r  c a t e g o r y  a t  D e c e m b e r  31 in e a c h  of the p a s t  two 

y e a r s :
D e c e m b e r  31,

1 9 8 0  1979

F u r n i t u r e ,  f i x t u r e s  and e q u i p m e n t  $ 3 4 3 , 0 7 9  $ 4 , 7 7 6
L e a s e h o l d  i m p r o v e m e n t s  6 5 , 8 5 0  1 0 , 2 1 4
E q u i p m e n t  u n d e r  c a p i t a l  l ease 3 0 , 3 0 0  3 0 , 3 0 0

4 3 9 , 2 2 9  4 5 , 2 9 0
L e s s  - A c c u m u l a t e d  d e p r e c i a t i o n  a n d

a m o r t i z a t i o n  ( 4 8 , 5 7 3 ) ( 1 1 8 )

$ 3 9 0 . 6 5 6  S A 5 U 2 2



N O T E  6 - L E A S E  O B L I G A T I O N S :

D u r i n g  1980, C F A B  e n t e r e d  in t o  c e r t a i n  l o n g - t e r m  o p e r a t i n g  

t y p e  l e a s e  a g r e e m e n t s  f o r  b u i l d i n g s  a n d  e q u i p m e n t .  R e n t a l  e x p e n s e  

u n d e r  t h e s e  l e a s e s  w a s  $ 1 0 3 , 6 8 1  f o r  the y e a r  e n d e d  D e c e m b e r  31, 

1980. A t  D e c e m b e r  31, 1 9 8 0  t h e s e  leases r e q u i r e  m i n i m u m  a n n u a l  

p a y m e n t s  as f o l l o w s :

C F A B  has d e t e r m i n e d  t h a t  a p h o t o  co p y  m a c h i n e  l e ase e n t e r e d  

i n t o  d u r i n g  the p r i o r  y e a r  m e e t s  the c r i t e r i a  for c a p i t a l i z a t i o n  

u n d e r  S t a t e m e n t  of  F i n a n c i a l  A c c o u n t i n g  S t a n d a r d s  No. 13 w h i c h  

p r o v i d e s  that s u c h  a l e a s e  be r e c o r d e d  as a p u r c h a s e  o f  an asset: 

w i t h  a n  a c c o m p a n y i n g  o b l i g a t i o n  b a s e d  u p o n  a n  i n t e r e s t  rate i m p l i c i t  

in the lease. T h e  r e s u l t i n g  a s s e t  in the a m o u n t  of $ 3 0 , 3 0 0  has b e e n  

r e c o r d e d  in e q u i p m e n t  u n d e r  c a p i t a l  lease a n d  is b e i n g  a m o r t i z e d  

o v e r  its l e a s e  life. Interest: e x p e n s e  is p r o v i d e d  on the d e c l i n i n g  

b a l a n c e  of  the r e c o r d e d  l e a s e  o b l i g a t i o n  at the ra t e  of 10%.

N O T E  7 - N O T E  P A Y A B L E :

O n  M a y  14, 1 9 8 0  C F A B  e x e c u t e d  an a g r e e m e n t  w i t h  SBC e s t a b l i s h i n g  

a c r e d i t  li n e  w h e r e b y  C F A B  c a n  b o r r o w  u p  to $ 1 5 , 0 0 0 , 0 0 0  to f i n a n c e  

c u r r e n t  l e n d i n g  a c t i v i t y .  T h e  a g r e e m e n t  is for a te r m  of one y e a r  

f r o m  J u n e  1, 1980, b e a r i n g  i n t e r e s t  at a f l o a t i n g  r a t e  p r e s c r i b e d  

by  SBC, w i t h  i n t e r e s t  p a y a b l e  on the last day of e a c h  c a l e n d a r  q u a r t e r .  

F u r t h e r ,  as r e q u i r e d  by SBC a c c o r d i n g  to the F a r m  C r e d i t  Act, C F A B  

m u s t  i n v e s t  in C l a s s  C s t o c k  of SBC a sum e q u a l  to 15%, or s u c h  l e s s o r  

a m o u n t  as m a y  be p r e s c r i b e d  by SBC (10% t h r o u g h  D e c e m b e r  31, 1980), 

of q u a r t e r l y  i n t e r e s t  p a y a b l e  to SBC d u r i n g  the year. T h e  a m o u n t  of 

C F A B ' s  i n v e s t m e n t  in S B C ' s  C l a s s  C s t i c k  was $ 4 6 , 3 8 4  at D e c e m b e r  31, 

1980. T h e  l o a n  is s e c u r e d  by a l l  C F A B  n o t e s  e v i d e n c i n g  loans to 

m e m b e r s .  T h e  line of c r e d i t  is to be r e n e g o t i a t e d  annually.

Y e a r  e n d i n g  D e c e m b e r  31, A m o u n t

19 8 1
1 9 8 2
1983
1 9 8 4

$ 1 7 8 , 4 6 1
$ 1 5 6 , 4 2 3
$ 1 4 9 , 4 7 4
$ 1 4 9 , 4 7 4



T h e  m a x i m u m  a m o u n t  due SBC d u r i n g  1980 w a s  $ 1 0 , 5 0 0 , 0 0 0 ;  the 

b a l a n c e  d u e  S B C  at D e c e m b e r  31, 1 9 3 0  is $500,000.

N O T E  8 - S H A R E  C A P I T A L :

S h a r e s  p u r c h a s e d  by the S t a t e  of A l a s k a  m u s t  be r e p u r c h a s e d  

w i t h i n  t w e n t y  y e a r s  by CFAB.

P r e f e r e n t i a l  s h a r e h o l d e r s  r i g h t s  o n  d i s s o l u t i o n  are a t t a c h e d  

in the o r d e r  of C l a s s  C, C l a s s  B a n d  C l a s s  A,

U p o n  issue, the f o l l o w i n g  r i g h t s  w i l l  a t t a c h  to the t h ree 

c a t e g o r i e s  o f  stock:

C l a s s  C - N o  v o t i n g  or d i v i d e n d  r i g h t s .  M a y  o n l y  be i s s u e d  
to the S t a t e  of A l a s k a .

C l a s s  B - N o  v o t i n g  rights. C l a s s  B s t o c k  m a y  o n l y  be h e l d  
b y  m e m b e r s  of CFAB, a n d  d i v i d e n d s  s h a l l  not e x c e e d  
$ 1 0 / s h a r e  a n n u a l l y .  B o r r o w e r s  m u s t  p u r c h a s e  and 
m a i n t a i n  C l a s s  B s t o c k  in a n  a m o u n t  e qual to 10% 
of t h e i r  lo a n  p r o c e e d s . T h i s  a m o u n t  is a d d e d  to 
the l o a n  p r o c e e d s  L;. H t e r m i n i n g  the loan balance.

C l a s s  A  - No d i v i d e n d  r i g h t s .  E a c h  m e m b e r  of C F A B  m u s t  
o w n  o n e  s h a r e  of C l a s s  A  stock. E a c h  s h a r e  of 
s t o c k  c a r r i e s  o n e  vote. To  vote, a m e m b e r  m u s t  
be e n g a g e d  in co..mercial f i s h i n g  or a g r i c u l t u r e  
a n d  m u s t  be a c u r r e n t  b o r r o w e r  or h a v e  b o r r o w e d  
f r o m  C F A B  d u r i n g  the p r e c e d i n g  two y e a r s  or have 
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  w i t h  C F A B  of at least 
$ 2,500.

N O T E  9 - C O N T R I B U T E D  C A PITAL:

C e r t a i n  o r g a n i z a t i o n  c o s t s  and o her e x p e n s e s  h a v e  b e e n  paid 

by the S t a t e  o f  A l a s k a ,  some of w h i c h  w e r e  p a i d  p r i o r  to M a y  4, 

1979. A s  it is n o t  the S t a t e ' s  i n t e n t i o n  to r e q u i r e  r e i m b u r s e m e n t  

of t h e s e  a m o u n t s ,  s u c h  a m o u n t s  h a v e  b e e n  t r e a t e d  as c o n t r i b u t e d  

c a p i t a l  in the a c c o m p a n y i n g  f i n a n c i a l  s t a t e m e n t s .

N O T E  10 - I N C E N T I V E  C O M P E N S A T I O N  P L A N :

A l l  C F A B  e m p l o y e e s  p a r t i c i p a t e  in an i n c e n t i v e  c o m p e n s a t i o n  

p l a n  w h e r e b y  b o n u s e s  are a w a r d e d  b a s e d  u p o n  g o a l s  a n d  o b j e c t i v e s  

e s t a b l i s h e d  by m a n a g e m e n t  and a p p r o v e d  by the B o a r d  of D i r e c t o r s .



N O T E  11 - P E N S I O N  P L A N :

A l l  r e g u l a r ,  f u l l - t i m e  e m p l o y e e s  of C F A B  a r e  c o v e r e d  b y  a c o n t r i­

b u t o r y  p l a n  w h i c h  p r o v i d e s  f o r  r e t i r e m e n t  b e n e f i t s  b a s e d  u p o n  e m p l o y e e  

c o m p e n s a t i o n ,  l e n g t h  cf . rvice a n d  a g e  at r e t i r e m e n t .  P e n s i o n  costs, 

w h i c h  a r e  f u n d e d  as a*. ’.ra t o t a l e d  a p p r o x i m a t e l y  $ 5 8 , 0 0 0  f o r  the 

y e a r  e n d i n g  D e c e m b e r  3. j l 9 S 0 .  T h e  excess, if any, of the a c t u a r i a l l y  

c o m p u t e d  v a l u e  o f  v e s t e d  b e n e f i t s  o v e r  the t o t a l  of the p e n s i o n  f u n d  

a s s e t s  is n o t  a v a i l a b l e .

N O T E  12 - I N T E R E S T  O N  S T A T E  O F  A L A S K A  L O A N :

O n  M a r c h  13, 1 9 8 0  the S t a t e  o f  A l a s k a  e x e c u t e d  a l o a n  a g r e e m e n t  

w i t h  C F A B  w h e r e b y  C F A B  c o u l d  b o r r o w  $ 3 0 , 0 0 0 , 0 0 0  f r o m  the S t a t e  

in two i n s t a l l m e n t s .  T h e  f i r s t  i n s t a l l m e n t  of $ 1 5 , 0 0 0 , 0 0 0  was 

r e c e i v e d  at th a t  time. T h e  lo a n  w a s  for a t e r m  of t w e n t y  years, 

b e a r i n g  i n t e r e s t  at the r a t e  of 9 1 / 2 %  per annum; i n t e r e s t  was to 

be  p a y a b l e  a n n u a l l y  c o m m e n c i n g  A p r i l  1, 1981 a n d  p r i n c i p a l  w a s  to 

be  p a y a b l e  in f i f t e e n  e q u a l  a n n u a l  i n s t a l l m e n t s  of $ 1 , 0 0 0 , 0 0 0  

c o m m e n c i n g  A p r i l  1, 1986.

D u r i n g  M a y  of 1980, the A l a s k a  L e g i s l a t u r e  a m e n d e d  C F A B 1s 

e n a b l i n g  l e g i s l a t i o n  to a l l o w  the D e p a r t m e n t  of R e v e n u e  to p u r c h a s e  

C F A B  C l a s s  C stock. T h i s  f u l f i l l e d  the o r i g i n a l  i n t e n t  to c a p i t a l i z e  

C F A B  arid c l e a r e d  the w a y  to c o n v e r t  the $ 3 0 , 0 0 0 , 0 0 0  in l oans to C l a s s  

C stock. Or. J u l y  18, 1 9 8 0  C F A B  r e c e i v e d  the s e c o n d  i n s t a l l m e n t  of 

its loan w h i c h  a l o n g  w i t h  the f i r s t  i n s t a l l m e n t ,  w a s  s i m u l t a n e o u s l y  

c o n v e r t e d  to C l a s s  C stock. I n t e r e s t  of  $ 4 8 0 , 2 0 5  on the f irst 

i n s t a l l m e n t  w a s  p a i d  at that time.


	SRES12 Commercial Fishing and Agriculture Bank (FAB) Briefing 2-20-81



