


AMENDMENT CFﬂ6
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Page 1, delete all material after line 8 and insert the following iIn 1Its

place: !

"* Section 1. AS 44.81.260(b)(1) is amended to read:

(1) the Department of Commerce and Economic Development
[LEGISLATIVE AUDIT DIVISION] has access to the records of the bank to
perform an examination required [AUDIT AUTHORjIZ.FD] under AS AA .81. 265
IAS 44.81.270].

Sec. 2. AS 44.81 1i1s amended by adding a new section to read:

Sec. 44.81.265. BANK EXAMINATIONS. The Department of Commerce
and Economic Development shall conduct an annual examination of the
bank 1n the manner prescribed for the examination of banks under
AS 06.05.025 and shall charge a fee for the examination as provided
under AS 06.05.035. The department shall submit to the legislature a
report of each examination of the bark conducted under this section.
Sec. 3. AS 44.81.280 1is amended to read:

Sec. 44.81.280. PROHIBITION ON DISCLOSURE. The Department of
Commerce and Economic Development [LEGISLATIVE AUDITOR ano HIS EMPLOY-
EES] may not disclose information acquired by i1£ [TriEM] in the course
of an examination [AUDIT] of the bank concerning the particulars of
the business or affairs of a borrower of the bank or another person,

unless the information 1is required to be disclosed by law or under a
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court order.

Sec. 4. AS 44.81.270 is repealed."
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Alaska
Commercial
Fishing &
Agriculture
Bank

Your Alaskan Cooperative



What 1s CFAB?

The Alaska Commercial Fishing and
Agriculture Bank is a Cooperative Bank; Own-
ed by the people who borrow from it and funj-
ed through the Farm Credit System. We are
not a State Agency or a “ soft money" loan pro-
gram. We are here to fill a gap in sources for
financing and services to the people involved
in the commercial fishing, agriculture and
timber industries in Alaska and to assure there
will always be a future source of financing to
these industries.

What Is a cooperative?

A Cooperative such as CFAB is individuals
such as yourself or other fishermen, farmers,
processors, harvesters, suppliers, and
marketers coming together with others who
have similar business needs to obtain financ-
ing and related services more efficiently and
economically. The main purpose of a Cooper-
ative is to serve its members on a sound
business basis.
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Availability of Funds & Competitive Rates

As a participant in the Farm Credit System
thiough our association with me Spokane Bank
lor Coop'.atives, CFAB pools its members
financial nt,"ds with others involved in com-
mercial fishing agriculture and timber
throughout the United States and through this
System has access to “Wall Street" funds.

Investment Interest

When you borrow from CFAB you are ac-
tually purchasing a piece of a successful
business— that business is CFAB. As a bor-
rower of our Cooperative, the purchase of
CFAB stock is included in your financing
package. Not only are you benefiting from the
availability of funds and competitive rates we
offer but simultaneously you are making an in-
vestment in the future of your industries.

Dividends

As a member/stockholder of CFAB you will
realize the benefits resulting from successful
operations. Each year the available dividends
are distributed to CFAB members. The more
efficient and progressive the Cooperative, the
larger the benefits to its members.

A Voice in the Administration

Since a Cooperative operates from a
democratic process, the voting control of the
Cooperative, unlike private corporate stock-
holders, is based on membership, not on the
amount of your investment. You elect the
Board of Directors from fellow CFAB members
by a one member one vote process.

Expert Staff

CFAB is a Cooperative dedicated to its
members needs. Our staff is comprised of peo-
ple who know the commercial fishing,
agriculture and timber industries first hand.
They know your business not from sitting
behind a desk, or a piece of paper but from
knowing you and knowing all the ins & outs of
your business personally.

Convenient Terms

Because we understand the cyclical nature
of the industries we serve we can structure
your financing around your specific nreds.

EE,\A\VBd?oé r%Jallfy for a

Your fellow CFAB members fiave establish-
ed the following criteria to base loan decisions
on:

* YOUR ability, your integrity, your

experience.

* YOUR financial picture.

* YOUR repayment capability.

* YOUR collateral - needs to be sufficient

to protect all CFAB member investment
in the Cooperative.

What t pe of | ans
does CFAB make?

Commercial Fishing
New & Used Vessel Purchase
New Vessel Construction
Working Capital
Gear

Processor:
Equipment Financing
Real Estate Financing
Inventory and Receivable Financing
Equipment Financing
Piani & Facility Financing

Agriculture
Crop Loans
Livestock Loans
Equipment Loans
Farm-Related Business Loans

Timber
Equipment Loans
Harvesting & Marketing Loans
Timber Related Business Loans



Where do lapply for a loan?

CFAB services 64 communities throughout
the State with regional offices in:

ANCHORAGE

Box 4-2070

2550 Denali Street
Suite 1201
Anchorage, AK 99509
2762007

CORDOVA

Box 2228

401 -1st St.
Cordova, AK 99574
424-7689

HOMER

Box 2257

1230 Ocean Drive
Homer, AK 99603
235-7708

KETCHIKAN

811 Water St.
Ketchikan, AK 99901
225-6616

KODIAK

Box 529

112 Mill Bay Rd.
Kodiak, AK 99615
486-6131

SEATTLE

Member Service Office
3510 1st Ave.N.W.
Seattle, WA 98107
(206) 633-0603

Stop by for a cup of hot coffee at a location
convenient to you or call any of our friendly,
courteous staff. You'll be glad you did!

Alaska
Commercial
Fishing &
Agriculture
Hank

An Associate Member of the Farm Credit System
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Agriculture in the years of our found-
ers reflected men working in harmony
with the land upon which they
lived. Land and food were abundant.
So were the chances for success.

At the beginning of the 20th century.
American agriculture faced a very
re'-! ~’nd imminent problem. Young
farm men and women were leaving the
farms in record numbers. The reason
for this mass exodus was obvious.
Industry had far outpaced agriculture
in mechanization, providing better
opportunities in the city with far less
demanding work. The attraction of
electric lights and running water
provided more than ample incentive
for those in search of "a better
way of life."

The plight of the farmer was cause
lor such widespread concern that,
in 1908, President Theodore Roosevelt
appointed the Country Life Commis-
sion to examine all facets ol farm living
Hearings brought testimonies Irom
farm people in 40 states and territories.
Another 120,000 responded to a
lengthy and detailed questionnaire.
Such was lhe response lo the almost
universal rural desperation.

The commission found one ol lhe

most pressing needs of rural America
to bo "effective cooperation among
farmers, to put them on a level with or-
ganized efforts with which they do
business.” The commission called for
cooperative laws in every state to
make it easier for cooperatives to or-
ganize and conduct business, It also
concluded that "a method cl coop-
erative credit would undoubtedly
prove a great service."



With President Woodrow Wilson's
signing of the Federal Farm Loan Act
of 1916, the first link of the cooperative
Farm Credit System was established
with the formation of the Federal Land
Banks. At last, farmers could obtain
long-term mortgage credit.

This initial availability of cooperative
credit rekindled interest in coop-
eratives in geneial. Agricultural cooper-
atives began to appear almost over-
night. Many seemed to vanish as
quickly as they appeared. But some
attained significant marketing and bar-
gaining muscle. Their power caused
many people to quesLon whether co-
operatives violated the monopoly
and restraint of trade provisions of
the Sherman Antitrust Act.

Indeed, farmers starting cooperatives
in Ohio, California, lllinois, lowa, New
York and Minnesota were arrested and
prosecuted under state statutes
for acting in restraint of trade. Though
none of ihe farmers were convicted,
Ihe point was clear that the laws
pertaining lo cooperatives needed
clarification.

That clarification came with the 1922
passage of the Capper-Volstead Act,
which has been referred to as the
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"Magna Charta" of cooperatives. This
act recognized farmers’ rights lo
organize and operate marketing co-
operatives. It further stipulated that
farmers could ac! together without
being held in restraint of trade as long
as the cooperatives operated for the
mutual benefit of their members.

The legal problem of organizing and
operating cooperatives was, therefore,
resolved. The problem of financing
cooperatives was not.



Recognizing cooperatives’ needs for
operating credit, the federal govern-
ment reactivated the War Finance Cor-
poration of 1921. Part of its responsi-
bility was to make loans to agricultural
cooperatives. When the Federal Inter-
mediate Credit Banks were established
in 1923, they were authorized, among
other things, to make commodity
loans to cooperatives.

But the plight of the American
farmer, and the economy as a whole,
continued to worsen. In his campaign
for the presidency, Herbert Hoover
pledged severely needed economic re-
lief for the farmer. That "relief" came
in the form of the Agricultural Marketing
Act of 1929. The Federal Farm Board,
created by this act, was granted a
$500 million revolving fund to make
loans to cooperatives and to stabilizing
corporations to maintain commodity
prices in much the same way price
support programs function today. This
proved an impossible task in the eco-
nomic climate of the Great Depression.

The Federal Farm Board's task was
compound ad by the fact that rep-
resentatives of cooperatives seeking
loans often had to appear in person
before the board in Washington, D.C.
This practice was costly in terms
of time and money. Often the board's
hearings and loans were restricted
to large, regional and national coopera-
tives that could bear the expense
ol testifying. By the same token, the
board could not afford to maintain
a field force to service the smaller
cooperatives in need of financing,
even though combi: . I they repre-
sented literally hundreds of thousands
of members

The stage was being set for the intro-
duction of the Banks for Cooperatives.
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From 1929 to 1933, thousands of
farmers had lost their farms. Thou-
sands more were iaced with impending
foreclosure. Immediate action was
needed. Immediate action was taken.

Inauguration Day, March 4,1933.
President Franklin Roosevelt ordered
a "Bank Holiday" to prevent runs
on the deposits in the commercial
banks that had managed to survive
the lour-year-old depression.

March 26,1933. By executive order,
President Roosevelt made Henry
Morgenthau, Jr. the governor of the
newly-formed Farm Credit Administra-
tion (FCA) and transferred all gov 3m-
ment functions relating to agricultural
credit to the FCA effective the
next day.

May 12, 1933. The Emergency
Farm Mortgage Act was approved,
helping hundreds of thousands save
their farms from foreclosure by refi-
nancing debts through the Federal
Land Bank System.



The é%wﬁ%?\g)eﬁlt Act

June 16, 1933. Only three months
after the inauguration of President
Poosevelt, the Farm Credit Act
became law.

This act established new credit orga-
nizations including the 13 Banks for
Cooperatives, the 12 Production Credit
Corporations and the local Production
Credit Associations.

In 1933, farmers alone could not
supply all the capital needed to ade-
quately finance their cooperatives.
Commercial banks were generally in no
position to meet the financial needs
of agricultural cooperatives. Many were
barely able to meet their own obliga-
tions. This is where the Banks for Co-
operatives stepped in to assist.
Assuming the responsibilities of the
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Federal Farm Board, they inade credit
available to cooperatives. Ttiey were
originally capitalized (rom the $110
million remaining in the Agricultural
Marketing Act revolving lund which
had been administered by the Federal
Farm Board.

For the firsi time, agricultural cooper-
atives had a specialized, dependable
source of credit that was nearby and
familiar with local conditions .. .the
Banks for Cooperatives.



To many, the Banks for Coopera-
tives must have seemed like an
adventure in courageous lending. But
given the state of the depression-rid-
dled economy, it was viewed as better
to try, and perhaps fail, than not to
try at all. The Banks for Coop eratives
brought an entirely new set of people
into the world of agricultural finance.
There were farmers, ranchers and
college marketing specialists who more
than made up for any inexperience
with hard work and dedication.

The structure of agricultural credit
was changing also. The Farm Credit
Act of 1933 established the Banks for
Cooperatives in the 12 cities where
Federal Land Banks and Federal Inter-
mediate Credit Banks were already
locatecj. These Banks for Cooperatives
would serve the needs of agricultural
cooperatives in their respective territo-
ries. A thirteenth bank, the Central
Bank for Cooperatives, was estab-
lished lo make loans which exceeded
the regional banks' lending limits

The first Banks for Cooperatives'
loan was approved in the St. Louis dis-
trict lor the Egyptian Seed Growers
Association on August 22, 1933. Only
three days later, the second loan follow-
ed in the Sacramento district.

As the thirteen banks opened for
business, employees quickly received
on-the-job training. There were already
applications for loans on file. Many
were emergency cases. Many of the
initial loans were provided just as fore-
closures were about to take place.

For many, the Banks for Cooperatives
literally meant the difference between
foreclosure and eventual prosperity.

The formidable economic hardships
that were aimost universal in rural
America made the Banks for Coopera-
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tives’ advice and counseling, along
with educational programs for individ-
ual cooperatives, virtually as important
as the actual financing they provided.
The banks worked with colleges and
agricultural leaders in suggesting
changes in cooperatives' corporate
structures, financial policies and oper
ating methods to help improve effi-
ciency and service to members. The
banks realized that the best interests ol
farmers could only be served with
loans that were made on a truly sound
business basis and that could be
properly repaid.
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Prior to and during World War Il.
cooperatives realized considerable
growth in business volume, members
and services provided. After the war,
cooperatives continued to expand
services into the areas of processing
agricultural products as well as
manufacturing supplies. It was a time
of prosperity through cooperation.

Farmer ownership and control of
the Farm Credit System had been a MILK
goal of all the banks and associations
from their inception. In the case of
the Banks for Cooperatives, farmer
ownership would be accomplished, in
effect, by farmers owning stock in
their cooperatives which would, in turn,
)\n stock in the banks.

The law establishing lhe Banks for

Cooperatives provided for the issuance cooperatives lo build up their invest

of securities by lhe Central Bank for monl in the banks and allow for Ihe

Cooperatives. After careful considera- gradual retirement of government-

tion, it was determined that (lie first owned capital.

issue of these securities would be of On Decembe. 31, 1968, the last of

fered to the public lo raise loan funds the government money used lo

on January 10, 1950. By that time, the capitalize the Banks for Cooperatives

investing public was so convinced was repaid and tfie banks became

ol the banks’ stability that the offering completely owned by their borrowing

was oversubscribed by 13 limes. stockholder cooperatives. A monu-
Later, the Farm Credit Act of 1955 mental goal had been reached in only

provided a comprehensive plan for 35 years.



Coope roar% Yooy evolution

During the last two decades, agricul-
tural cooperation and cooperative
financing have changed dramatically.
The Farm Credit Act of 1971 con-
solidated and updated all prior lending
authorities, as well as broadened the
scope of cooperative financing in the
commercial fishing industries and
rural utilities.

These authorities also enabled the
Banks for Cooperatives to keep pace
with Ihe changing structure and growth
of the industry. Cooperatives have
merged to obtain greater economies of
scale. Farm supply cooperatives, for
example, have combined forces and
are now the largest manufacture: s
ol fertilizer in the country.

What were once small cooperatives

Loans made by
The Banks

for Cooperatives
(lira iiiriMHjh iim i)

have, in many cases, grown to mulli-
rnillion dollar domestic and world wide
enterprises. Cooperatives today are
involved in greatly diverse businesses
such as petroleum refining, livestock
feeds, wineries, generating electricity,

grain storage and transportation, seed
production, chemical application
and research, to name a lew.

To put this incredible growth in per-
spective, one needs only to examine
the lending history ot lhe Banks for
Cooperatives. In 1935, the 13 banks
loaned $51 million to approximately
1,000 cooperatives. Nearly 50 years
later, the Banks for Cooperatives
loaned over $24 billion to some 3,600
cooperatives.



Farmeys, ¢
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As we speculate on what the future
may hold for farmers, their coopera-
tives and their cooperative banks,
one thing seems certain. Growth will
bring change, domestically and
internationally.

The Farm Credit Act Amendments
of 1980 gave the Banks for Coopera-
tives authority to finance international
cooperative transactions. Cooperatives
anticipate increased participation in
agricultural exports in light of predic-
tions that 50 percent of all agricultural
production wiil be exported by the
year 2000. U.S. agricultural exports
are now valued at $40 billion annually,
with 30 percent of our grain, 40
percent of our cotton, 55 percent of
our soybeans and wheat and 75 per-
cent of our rice production currently
being exported.

As these trends continue, farmers
will look to their cooperatives to help
maximize returns on their sizeable in-
vestments. And their cooperatives
will look to the Banks for Cooperatives
lor financial and support assistance.
They will find that assistance in ser-
vices ranging from currency exchange
lo leverage lease options. They will
find the Central Bank for Cooperatives
providing support services to district
banks to keep personnel updated on
Ihe latest procedures and develop
merits in international finance. They will
find a partner in their development
of international business ... a partner
with a special understanding of the
unique financial needs of cooperatives,
developed through a hall century
ot mutual trust and commitment
lo service.

Export development will go hand
in hand with the development of new
industrial applications for agricultural

products. Again, growth will stimulate
change. Just as many of today's
cooperatives have become large, di-
versified business organizations to
better serve their farmer and rancher
members, so must their financial
partners grow.

This process seems as inevitable as
the shift in agiioultuie from a labor-
intensive to a capital-intensive industry.
With now fewer than 3 percent
of the population working the land, the
trend lo fewer, yet larger farms will
undoubtedly be reflected in changing
cooperative structures which allow
for more specialized services. As co
operatives continue to provide more
specialized services, their banks must
also offer new and belter services
to meet those needs This, of course,
requires a level of specialized
expertise that cooperatives know
they will receive from Ihe Banks for
Cooperatives.

Government activities must also
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be closely monitored, as the
consequences of policy changes are
magnified by the expanding scale

of the agricultural economy.

New challenges must certainly be
met in the world marketplace, in the
money markets, in joint ventures with
private companies and in ways that
are impossible to foresee.

But change has been a fact of life
for 50 years at the Banks for Coopera-
tives ... change in money costs,
government regulation, farm population
and the farm economy in general.
And in these 50 years, the Banks for
Cooperatives fiave been able to
constantly expand and improve ttie
quality of their services.

In fact, change may well be the
only certainty in agricultural
finance. And through fheso changes,
farmers, their cooperatives and
the Banks for Cooperatives will re-
main partners in progress ...
together — tomorrow.
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C F A 13, aprivate lending cooperative,
a part of the free enterprise system, con-
stitutes a unique cooperative partnership of
fishermen, farmers and the financial com-
munity, based on the best traditions of our
democratic society. That is, ingood times or
bad, CFAB is here to help in the true
cooperative spirit.
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A Ithough 1983 was trying

for some of our mem-

bership, at CFAB, it was a

year of energy, direction

and purpose.” Under the

direction of the Board,

management focussed on

internal operations to main-

tain pperatln% costs, sound

credit and collections, and

deliver better service to the

membership. Recruitement

of agood professional staff

IS nearly completed, bring-

mq,together what the Board

believes to be an excellent

team for the Bank. As the

Bank matures, we are attracting more experienced
people to our staff.

In December, we also saw the implementation of
the C Stock Redemption Program. This progzram
was designed to repurchase from the State of
Alaska its current Class C Stock investment of
$31.8 million in CFAB. All new member loans and
any members with loan renewals or extensions
after December 12,1983, will be participating in the
program. This will mean that CFAB will be able to
retire the balance of the orlgmal State Class C Stock
investment by the year 2000 and give the member-
ship full vested ownership of our cooperative bank.

As acooperative bank, CFAB isan associate of
the Farm Credit System, which was originally
established in 1916, to assist farmers. Its authori-
ty was broadened with the Farm Credit Act of
1971, to include commercial fishermen. The Farm
Credit System raises the funds it loans to member
banks and associates by sellln? taxable bonds
through its fiscal aﬁent on Wall Street  >investors
of all sizes throughout America.

When you apply for aloan at CFAB. CFAB turns
to the Spokane Bank for Cooperatives, a member
of the Farm Credit System, for funding when your
application isapproved. CFAB isrequired to make
Its presentation of your credit request based on its
specialized knowledge of the industries it serves
and, as with all financial institutions, whether com-
mercial or cooperative, the funds requested must
be guaranteed by member-borrower collateral.

In effect, management at CFAB serves a dual
rolt. Firstand foremost ,the?/ are charged with the
responsibility of providing funding for approved
credit loan requests. Secondly, but eci]ualg/ impor-
tant, is their responsibility to‘ensure that CFAB re-
malun_s strong and stable through sound lending
policies.

Asacooperative bank, CFAB receives its direc-
tion from the Board. We, In turn, need membership
input to chart our course. CFAB is succeeding. We
r.re financially sound, and we are committed to re-
main so for ifie future of our industries and you the
membership.

he Board of Directors and management, have
traveled up and down our “shore from

Kotzebue to Ketchikan to meet our members dur-

ing 1983. We have an even greater outreach pro-
gram in 1984, Our Senior Staff and Loan Officers
will be in fishing and farmm? areas more than ever
this oming year. They will be supported by our
Region ManaPers in Kétchikan, Cordova, Homer
and Kodiak. 'personally visited every Region Of-
fice during 1983. The Board of Directors held
meetings and visited in Dillingham, Cordova,
Petersburg, Juneau, Ketchikan and Anchorage in
1983. We will continue to be present in these and
other areas throughout this coming year.

Your Board of Directors is committed to the
future of our Industries, our members and a sound,
ze_t a%gressn/_e, financial institution in CFAB, a

rivate Lending Cooperative.

Thanks for your support of the Bank.

Paul A. Huppcrt
Chairman of the Board



Y our Br kis tied to the commercial fishing and
agriculture industries in Alaska, and as such
has currently felt the economic wrath of the in-
dustries. This past year is now recorded as one in
which we gave up our shirt for loans extended in
this and P[IOf years. In short, we have given up
most of this yéar's earnings to provide an addi-
tional reserve for loan losses. We have added 52.1
million over and above our prior year's 52 million
Loan Loss Reserve for member/borrower accounts
that have or are about to economically fail, in spite
of great effort on everyone's part.

Our industries are capital intensive. The cost of
afishing, Froc_essm(t; or armlng operation requires
large dollar investments and when these fail,
lenders are hard hit along with the operation. No
one wins.

Your Bank does a balancing act. Cooperative in
nature, it works with the member/borrower more
than most other institutions in providing financing.
However, the act must be balanced: outside
pressures must be adamantly resisted. The exten-
sion of sound credit is essential to the success of the
Bank, its member/borrowers who are fullly repa?{-
ing their loans, and our industries as a whole. Abili-
tyto repay loans from earnings and adequate col-
lateral fo Secure the Bank's position are basic essen-
tlals,.among others, to our sound gperation. The
creditors of the Bank must be repaid.

These comments are stern; open and concernm%
as they must be. However, the Alaska Commercia
Fishirig and Agriculture Bank, a private lending
cooperative and your Bank, remains stron?. our
capital base isstrong, our members asa whole have
paid theii accountsand they are economically suc-
cessful. Your Board of Directors is highly aware of
industry strengths and weaknesses; you have

dedicated and professional employees. Sound lend-

ing policies, consistent with the Bank Mission, will
protect your investment in the Bank and the in-
dustries” needs for the Bank in the future.

The future isstill just as bright as it ever was for
the Bank in its role as a private lending cooperative
lor the commercial fishing anil agriculture, in-
cluding timber, industries” economic growth in

Alaska. In the Bank's short history it has and will
continue to meet the challenges and overcome the
disenchantments, hold on to 1ts pride, and improve
to meet and retain the status of a sound financial in-
stitution dedicated to a prudent, productive and
agressive member-owned private Iendln% coopera-
tive. We have in place what it takes to remain
strong and responsive to sound credit needs.

/ | has been said that _tough (- mes never last, but
tough people do, This statement epitomizes
the men and women in our industries and we are
grateful to them for their support and confidence
In the Bank, and its role and theirs in the tree enter-
prise system. For their dedicated efforts in 1983, |
exten mg personal thanks to you the member/
owners, the Board of Directors and .m% fellow
employees for your support and pride in CFAB, a
Private Lending Cooperative.

President and Chief Executive Ollicer



Paul Huppert — Chairman of the Board
Founding Director, Term expires 1985
Farmer — Palmer

"CFAB's credit worthiness is judged by its
members' credit worthiness."

Tommy T_homgson — Secretary/Treasurer
Term expires 1986
Processor — Sitka

"I think CFAB isfulfilling its original charter very
well. It is standing by its members in good times
and bad, asevidenced by this past fishing season."

Roseleen "Snooks" Moore — Director
Term expires 1984
Fisherman — Cook Inlet, False Pass

"The members are the ba :kbone of CFAB
and we canall beproud of the fact that in
three short years CFAB now has 828
Alaskan Fisherman and Farmers support-
ing their cooperative."

Dale Pihiman — Founding Director
Term expires 1985
Fisherman — Southeastern Alaska

"The strength of CFAB can be measured
by the contributions of Alaska Fishermen
and Farmers which, at the end of 1983,
totaled $15.2 million."

Frank Homan — Founding Chairman
Governor's Apgomtee

Term expires 1984

Economist

"CFAB now has a well defined plan in
place to repurchase the state's original in-
vestment in the cooperative. Thisisan ac-
complishment that is tritely unique."



Hob Waldrop — Vice* Chairman

Term expires 1985 ,

Processor, Governor's Appointee

"CFAB isone organization that ran bring together
Alaska Fishermen anil Fanners, both harvesters
and processors, in mutual support for each other
and their industries."

Harvey Samuelsen — Director

Term expires 1986

Fisherman — Bristol Bay

"One of the imgolrtant objectives is to enhance the
economic well emgofA_Iask_ans and thegrowth in
cooperative membership is evidence of that
accomplishment."

Hub W.ililrop, ILirvcy S.itmicKvn .mil I'ml Tlu>pcil



he Alaska Commercial
TFlshm and Agriculture
' Bank
in April of 1980. This was the
culmination of three years of ef-
fort on the part of many in-
dividuals and Legislators to ini-
tiate a private-sector, industry-
owned and controlled credit in-
stitution for Alaska's agriculture
and fishing industries.

The impetus behind the movement for aprivate
lending cooperative came from people who had ex-
perienced a s_horta?e of enthusiasm by other finan-
cial institutions toward the needs of Alaska's
fishing and agriculture industries.

Also, since the Farm Creuit Act was broadened
to include fisheries in 1971, there had been only
limited solicitation of Alaska fisheries loan business
by those eligible to do so because of our
rémoteness.

In response, the Alaska State Leglslature com-
missioned a study in the fall of 1977 to evaluate
how adequately Ihe Alaska commerc ial fishing in-
dustry was being financed. The commission's
secondary purﬁos_e was to assess the fea3|b|||t¥, ol
combmm%_ fisheries with the farm cooperative
system which was already in place.

One ol the options recommended was to form a
p.rlvatepooPoratlve bank for the Alaska commer-
cial agriculture and fishing industries. This bank
would borrow its initial capital from the State, in
turn, the bank would_use these funds to acquire
more hinds from the Farm Credit System via the
Spokane Bank |or Cooperatives “in Spokane,

ashington, and develop a method by which the
Stale's original investment would be repurchased
lrom the State.

FAB){be,gan operationg\

This recommendation was adopted by the
Ieﬁlslature on October 10, 1978, and became the

aska Commercial Fishing and AErlcuIture Bank.
By the end of December 1981, CFAB had a loan
portfolio of S70 million and 275 members. The in-
Itial appointment of directors was later revised in
1981 to be a seven member board, with five
members elected by the membership. This Efear's
Annual Meeting "and Election constitutes a
historical event, whereby the last appointed direc-
tor's position will be elected by the membership.
Thereafter these five director's seats shall be elected
and held by the membership.

oday, CFAB has grown to over 800 members.
T Its loan_portfolio exceeds Si 10 million and it

has S47 million in capital stock and retained

patronage, $15.2 million contributed by its
members. The C Stock Redemption Program, the
mechanism whereby the State of Alaska will be
reimbursed for |tsor|?|nal investment, is fully in
place and scheduled Tor repayment by the year
2000.

The future of the Alaska Commercial Fishing &
Agriculture Bank holdsgg,reat jromise. As Alaska's
fishing, agriculture and timber indusu ies continue
to evolve, the need for an aggressive, _hl%_hly
knowledgeable, specialized financial institution
will become even greater.

Growth Of
Loan Portfolio

Dollars in
Millions
iNTi il Usui
LiissKem v)



/ n 1983, fishing and timber, two of three in-
dustries which are directly served by the
Alaska Commercial Fishing & Agriculture Bank,
were inconsistent performers on a statewide basis.
Agriculture however, was one of the brighter spots,
as this evolving industry made steady gains in serv-
ing the in-state market.

Alaska's commercial fishing industry was even
more unevenly distributed than usual, While the
salmon harvest was the largest in histoiy, an over-
supply in the frozen fish market from 1982, com-
bined with large harvests for the last four years, put
substantial downward pressure on prices.

~ Thest. ingest harvests in 1983 ware by fishermen
in Bristol Bay, Upper Cook Inlet, Alaska Peninsula
and most of Southeast Alaska. The most disap-
?omtjng returns were in areas relying heavily on
he pink salmon fishery such as Lower Cook Inlet,
Cordova, Kodiak and the Aleutians.

The shellfish harvest was also
down dramatically. Crab and
shrimp _seasons iri some areas
were either closed entirely or
sharply curtailed. No improve-
ment 1S expected for 1984. If
siellfish stocks do rebound, it
will onlﬁ be after a long, gradual
and well managed process.

AIthouPh 1983 strained much

of the salmon fishing industry,

the long-term outlook is much

_ brighter. Advancements irade

over the Y_ears in re%ula_tmg harvest and enhancing

regeneration has established an extremely p oduc-
tive, healthy and relatively stable resource.

Agriculture in Alaska s clearly making steady
%ams, led by barley crops, up 50%, potato
arvests, up 15%, " and  burgeoning nurserK
?reenhouse production. T hispositive forward pus
ocusses on meeting the necus of the in-State
market. The Stale of Alaska is helping in this
endeavor by prowdmg prompt, accurate pricing
information "o make Alaska growers more com-
petitive with s.ate-side producers.

Vacuum coolers, at packers in the Matanuska
Valley, have improved slvdf life and made the
quality of local produce for Iresh markets superior
to those brought in from Outside, enabling most of
what is being produced to be sold.

Growth of Loan
Losa Reserve

iy

The future of Alaska farmm? is tied to continued
local market ggrowth and development. The open-
ing of the state's first modern slaughter house in
November should also provide increased oppor-
tunities in both ranching and the production of feed
for livestock.

he Alaska Timber indust_rly experienced its
éhlrdtdllfflculltyear in 1983. This was primarily
uetola

sitions in marget anti industry structure.

The outlook for 1984 and beyond is uncertain.
If Ihe Environmental Protection A?ency's tentative
denial of awaiver request from Alaska's two pulp
mills is upheld, one or both mills may shut down.
If they do not, improving markets may increase
timber industry employment from 2 to 4 percent.

For some CFAB members, 1983 forced a re-
evaluation of business practices. Some will have to
down-size, to cut costs in an effort to preserve their
livelihood. Marginal operators may find that
fishing, timber oragriculture will cease to be away
of life. But for the ma%orlty of CFAB's members, ex-
Perlence has taught them to economize and wait,
or another year, a better season.

ging foreign markets and ongoing tran-



1983 was a difficult year for all
of us. Itisnot our first, nor will it
be our last. It goes with the ter-
ritory when you serve members
who ‘make their livelihood from
Alaska's natural resources. At
CFAB, 1983 dictated a review of
Iendlngb policy and a return to
basic banking. It meant belt

tightening and a streamlining of
operations, Direction set by the
Board of Directors stren?thened
the organization, attracted new
members and enhanced our loan
portfolio. .

Internally, the addition of several professional
business people to key positions brought
cohcsiveness and teamwork to management.
Management energies were then focussed on im-
proving the quality of our loan portfolio by acon-
centrated effort topursue delinquencies. Energies
were also centered on in-house training, to improve
staff knowledge of the industries served and
thereby improve service to members.

he installation of computers with the caEabiIi-
ty of "networking” with all. of CFAB's

regional offices was another major step forward i

providing service to members. The new computers
will increase efficiency in accounting activities by
providing more control over costs and procedures.
Also computers will enable management to pro-
vide fast, accurate information and financial data
to members throughout the state, Computer term-
inals that link regional offices to Anchorage will be
installed and operational in 1984,

Growth in . I7S
Member Capital
150
Dollar.s in
Millions
(Nol including
original investment)
100
75
50
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1953 also saw the passing of a significant
milestone as CFAB's pro?_ram for rePayment of the
State of Alaska's original investment in the cooper-
ative was unveiled. The C Stock repayment pro-
%ram setin motion a system whereby the State will

e paid in full by the year 2000. At that point,
CFAB members will become sole owners of the
cooperative.

FAB continued de\(elogm community and
Cm_emberawarenessml 83Dy airing itsaward

wmnm% radio and telévision commercials
throughout Alaska. Active participation in com-
munity affairs by regional managers, as well as
CFAB's high visibility at Fish Expo '83 in Seattle
has enabled the "coogeratlve story" to be told an
kept management abreast of problems and con-
cerns of the membership.

The Alaska Commercial Fishing & Agriculture
Bank is committed to the industries it serves. We
are presentl?/ the major source of debt fmancm? for
commercial fishing and ag?rlculture in the stafe of
Alaska and will remain so for many years to come.
Our leadership comes from our Board of Directors
and our strength comes from you, our members.
As Your bank, we will continué to protect your in-

estment through prudent management and sound
lending practices.

1050
900

th
embers

750

100

150

0 ' 'R’ 8l



Central Region

Kenal
Penmsula
Region

Southwestern
Region

Central Region _

2550 Denali Street, Suite 1201
P.0. Box 4-2070
(Agnt7:hora e, Alaska 99509

Southcentral Reglon
P.0. Box 2228
Cordova Alaska 99574
(907)424-7689

Kenai Peninsula Region
Box 2257

Homer, Alaska 99603
(907)235-7708

.nchorage

Southcentral
Region

« Signifies distribution of membership

throughout regions

Southeastern Region
811 Water Street
Ketchikan, Alrska 9990i
(907) 225-6616

Southwestern Region
Box 529

Kodiak, Alaska 99615
(907) 486-6131

Seattle Region

3510 Ist Avenue, N.W.
Seattle Washlngton 93107
(206) 633-0

Southeastern
Reglon

Ketchikan



Operatmg reserve at cost, which

&)rommates mar. et valu? ........................................
Investment in Spoka ie Bank orCooperatlves .
Loans, net of allowance for loan losses of S4,139.536

and'S2.000,000 at December 31,1983 and 1982,

[ESPLCEIVEN .o ot st
Accrued Interést receivable:

geratmg FESEIVE....vvvvvvervsressssssssssesssssssessssssssssnnees
Or anization costs, net of amortization of%lZ? 185

nd 599, 388 at December 31, 1983 and 1982

resp ectivel g/ ....................................................................
Bank premlse furniture and equipment, net..........
OLNEE ASSELS......vvvvvveresessseessesssssssesssssssssssssssssssesesssesns

Liabilities

Accouné ayahle and accrued eXPenses. ...
ﬁgcrge al at%rleeSt L]
Spokane Bank for Cooperatives participation payable
Patronage dividend payable.........vmwvmcvmsemsemsrnnn

%ﬁ‘ r%aéaAnd Patronage Earmnings
Ita
CIass eC|aI preferred stock 510,000 par value, authorized

S ares, outstandln%o B0 SNATES .ot

CIassB referred stock. S1
400.0 Oshares outstandln
CIassAmem ership slock, 510
000 shares, outstandmg 1
C Stock Retirement Pool:

ar value, authorized
?p 983 584 1982 76483 shares
gar value, authorized

Allocated undistributed patronage earnings.........emsmsrs

Total capital and allocated undistributed patronage eamings .........ewesmmsmmsrsnne

See accompanying notes to financial statements

83 — 828 shares: 1982 — 564 SAreS........wrern

Class B preferred Stock aSSESSMENS v wovesomesssssssssssssssssssssssssesssnes
Less; as essments rece|va B v sessssse s s
Capital Inexcess of par VAIUE ooovveeeeessssssssssnssssssssssssssssssssssnsssssssssssssssssssssssssssssesssseons
CONIIDULEA CAPILAL.vvvrvvrvsrvssvsrrsrssvsssssrsrssssrsrssssrssrsrssssss s,

December 31,

1983

109,850,676

13,646
5,765,715

31,800,000
10,383,200
8,280

80

36)

13,710
144,626
42,409,816
4,771,463
47,181.27°
529,251,810

1982
S 450,416

OO0

8,000,00
2,380,45

81,956,846

31,800,000
1,648,300
5,640

49,950
144,626

39,648,516
4,570,546

44,219,062
598,043,753



For the Year Ended

December 31,
1983 1982
Interest Income:
INEEIESE ON TOBNS vvsvvvvcr s 513,872,986 SI1.844,280
INETESE 0N OPEIALING TESEIVE e 151,779 1,176,637
14,624,765 13,020,017
Interest Expense; .
Interest on notes payable, net of gatronage dividends:
1933 —5504,700; 1982 — S505,090 1,234,370 5,783,453
Net interest income 7,390,3°5 1,231 464
PrOVISION fOF 108N 10SSES ..vvvvsvvsvmsrmssssssssmssssssssssssssssssssmsssssssssssssssssssssssssssssssssssssnns 3,890,135 1,087.636
Net interest income after provision for loan losses 3,500,260 6.149,828
Non-Interest Expense;
S81AMES AN DENEFILS.....covvvvvvtrerssssnsessnss s 1,707,350 1,838,094
OCCUPANCY EXPENSE ovvvvsrvsrvrvvssessssssessssssessnes R 206,825 234,664
Professional fees 302,822 449 337
Directors'fees............ g ———— o ——— 88,001 12,898
Depreciation and aMOITIZALION ... 170,132 135,105
DDlES. e A O G 00055 20
Travel, 100ging and MEAIS. ... ————————————————. 186,241 153464
AdVertising and ProMOLION......vuvrmsmmmmmsmmmssssmmsssssssssssssss s s s s 181,911 27,581
TelepNONE AND POSTAYL. .v.vvvvrsvrsvrsrrsrsrmssssrmsrmssssssssmsssssssrssssssssssssssssssssssssss 114493 92,713
MISCRIIANBOUS ...t 82,867 104,737
TOtal NON-INEEIESE EXPBNSE...vvvrvvssvsrsssmsssssmssmsssssssssssssssssssssssssssssssssssssssssssssssssssnn 3.190,787 330188/
Patrona(t}e earnings before provision for income lax 309,473 2,187,941
INCOME TAX PIOVISION .ovtvrvvssvrsrssessssssessssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssesssens - {-
Allocated undistributed patronage arMINGS. ... S 309473 S 2,787,941

See accompanying notes to financial statements
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For the Years Ended December 31, 1983 and 1982

Share
Capital
Balance, December 31, 1981 ........................ §37.803,310
Issuance of stock during the year
473 sharesofCIassBstock net 1,647,300
83 shares of CIassAstock ..................... 2830

Dividends Pald/na 1] (I
Loan princlpal charged against

allocated undistributed patronage........
Allocated undistributed patronage

BAMINGS covvvrcvssmsssssssssssssssmsssssssssses sssssssssssess

Balance, December 31,1982 .o
Issuance of stock during the year.
1,349 shares of Class B stock, net .

264 shares of CIassAstock ...................... 640
Dividen spaldlﬁa 1]
Loan principal ¢ ar%ed augalnst

al ocated undistributed patronage
Allocated undistributed p ronage

BAMINGS covvvrvvssmsssssssssss sosssssssssssssss s

Balance, December 31, 1983 ... 542191480

See accompanying notes to financial statements

Capital In
EX ess Of
Par Value

S24.480

25,470

49,950

23,760

573,710

Contributed
Capital

5144626

144,626

5144626

Allocated
Undistributed
Patronage
Eamings

52,348.978

(551.871)
(4,502)

2,187,941
4,570,546

(35,715)
(712,841)

10473
54,771,463

Total
540,321,894

1,647,300
98300
(B51371)
(14,502)

2,787,041
44,219,062
T30
%6400
(35.715)
(72,841)

300,473
547,181,219



Sources of Financial Resources:
From Operations —

Allocated undi,stribthtjen%I Eatronage BAMINGS..ovvvvrsrmsrmrssmmsmssrssnssnns

ltems not requiring

Depreciation and amortization..........wsmmmrmsmmmmmsmmsmsmssssne
PrOVISION fOT 108N 0SS S vmvvvvrrseerrssssesrmsssmssssssmsssssssssesssssssesssssnnees

Gain on sale of assets

Total from OPEIALIONS ...vvovvcvvssvmssvmsssssssssssssssssssssssssssssssssssssses
Net proceeds from Sale 0 ASSBLS ...

Net proceeds from StOCK ISSUANCE. ....vvvvvsrvssvmssssrssrn
Increase In —

Accounts payable and acCrued EXPENSES.......uumurmsmmmusmmmmsssssmssssssrssnes

Accrued interest payable
Not srﬁ)a%able ....................... R J—
Spoxane Bank for Cooperatives participation payable

Patronage dividend payahle ...

Decrease In

O 1] |

Usesol Financial Resources:

Loans charPeo‘ oLf, NEE OF TRCOVEITES nrerrrorrreververessssssssssmssssssessssssssssessssssees

f
Loan principal ¢ ar%ed a}?amst
allocated undistribute Patrona{ge
Patronage dividends paid
Increase In —

Loans
Accrued interest receivable...........
Hank premises, furniture and equipment
Other assets

Decrease In —

Accounts payable and acCrued EXPeNSES. ... ... vsrseeseen
Spokane Hark lor Cooperatives participation payable ..
Patronage dividend Payane. ...

See accompanying notes .. i.i .nciai Statements
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For the Year Ended
December 31,

1983

S 309473
170,132
3,898,135

(
4,360,764

256,248
2,161,300

$36,424,010
$ 1,750,599

O OO —OoOo—Iohvoo o

975)

1982

$2,787,941

135,105
1,087,636

4,010.682
1,675,600
162,614

490,185
13,119,393

3,444,744
$22,951,059

§ 87,630

$22,951,059

13
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Note 1 — Operations and Accounting Policies:

QOperations: The Alaska Commercial F|sh|ngland Agriculture
Bank (CFAB) was incorporated on May 4.°1979 to'promote
the sustained growth of Alaska agriculture and fishing
through the provision of debt financing and financial services
to resident-owned business engaged in harvesting, processing,
or_marketm?; and to Rromote ItSown growth asa strong User
oriented Institution through cooperative ownership and self
goyernance. - .
- CFAB Intends to accorr plish its purposes primarily by mak-
ing loans to individuals who are residents of Alaska and are
engaged in commercial agriculture orfishing, or to corpora-
tions, partnerships or joint ventures primaril e_n%aged n
commercial agriculture or fishing, the majority interest of
which is beneficially owned by residents of the State of Alaska
and a majorjty of the owners of which are residents ot the
State of Alaska. A loan recipient must be amember ol CFAB,
AB is a cooperative corporation and intends to refund
anY allocated undistributed patronaﬁe eamings at such time
as the Board of Directors finds that the financial condition ol
CFAB will so permit.

Operating Rescives and [nconic. Board designated operatjn
reserve investments,in short-term Instruments are stated
cost, (\jNhICh approximates market. Income is recorded ;S
earned.

Interest on Loons: The accrual ol income on loans is discon-
linued when, In management's opinion, there is doubt as to
the collectibility ol such income.

Patronage Dividends: Patronage dividends r_e%elved [rom
Spokané Bank for Cooperaliv ™ (SBC), ol which CFAB Isa
member. are shown as a rcduclion of nferest expense to SBC

SIEI;cC)te 1) inthe year in which those dividends are declared

Allowance for Loan Losses: Additions to the allowance lor
loan losses are Er?wd_ed Irom charges to income bas'd on
management’s evaluation ol tne loan"portfolio under existing

economic conditions.

llanL premises. liirni!:;rc iimilupiipinent; Bank premises, fur
niture and equipment are slated”at cost less accumulated
de reuaU%n and amortization. Depreciation and amorfl,za-
tion are charged, to operations by use of the slraighlline
method_ over ‘estimated useful lives ol three to ten"years.
Hxpenditurcs for maintenance and repairs are charged to
operating exPense, as incurred. Hxpenditurcs for renewals or
improvements which extend the lilt* ol an asset arc caPJtallzed
at cost and depreciated as slated above. Upon sale, retirement
of other dlsﬁ sitions ol %[oPerty the cost and accumulateg
depreciation are removed Ifom ‘the respective accounts an

the result ing gain or loss Is recorced in‘income.

Organization Costs: Certain costs related to the feasibility,
_capltal needs and Incorporation phases of CFAB have been
lleterred and ar? bein (?mgrtue ?ver sixty months. Such
costs consist ol legal and acvisory Tees.

Income Taxes; Amounts provided for income tax expense are
based on earnings reported for financial statement purposes,

rather than on the_taxable income shown on the corporate
Income tax return, These amounts may differ because certain
Items are recorded as income or expense in different years for
financial statement and tax return purposes, _

. CFAB uses the flow-through method of accounting for
investment tax credits, which fesults in a reduction of income
taxes in the ear credits are utilized.

Reclassifications: Certain amounts included in the com-
parative financial statements have heen reclassified to achieve
comparability. Such reclassification has no effect on previ-
ously reported net income.

Note 2 — Income Taxes; , ,
Income tax expense is comprised of the following
components:

December 31,

| t cllted 1983 1982
ncome tax expense calculate .

atstatutoryprates ....................... Si22,108  Si,262,703
Tax effect of:

Distribution of allocated

patrona(t;e eamings......... (200,308)  (1,262,703)

Investment tax Credit................ (21.800

Income tax provision (benefit) ..5 -0- s o

Note 3 - Related Party Transactions:

In the ordinary course ol business, CFAB makes oans to
members who Serve on CFAB's Board ol Directors and
members who art CFAB em Io¥ees. Loans to members who
serve on the Board of Directoys must be apé)roved b)( the
Spokane Bank for Cooperatives. Total loans to these
members at December 31, 1983 and 1982 were$6,234,394 and
51,590,033, respectively.

Note 4 - Loans I
The followmgf ..-presents a classification ol CFAB's loan

porttolio ymajor category at December 31, 1933 and 1982:

December 31,
1983 1982
VBSSEIS.....ooovevereseerrensssne .550520974  $33,391 411
Fish Processors ... . 30248447 35,835,108
Ag cultural and fimber . .. 24,421 884 6,631,569
Géar, entry Permlts,
e XU L1 FO—— 8,798,907 8,098,758
113,900,212 83,956,846
LeTs- Allowance for loan
0SSES vvvvvverssssrssssssessnens 4,139,536 2,000,000
Net loans....... . ...5109.850,676 581,956,846

As this isonly the fourth year of lending activity for CFAB,
loan loss experience has been limited and no similar lending



r31,1983, the Bank had approved loans of

Institution exists on which to base an allowance for expected As
ad not been dishursed.

0
0an Josses, Management has established the allowance for ~ So,287
0an losses hased on a _steC|f|c provision for loans identified
asapotential loss. Additionally, management has Included an
allowar s of 1.5% for loans not sP_eolflcaIK Identified as a , _ ,
potential loss. A summary of the activity in the allowance for -~ Note 5 - Bank Premises, Furniture and Equipment;,
oan losses follows: December 31 The followm%re resents a classification of bank premises

=D
=

furniture and equipment by major category at December 31

1983 1982 -

Balance at beginning of year 52,000,000 51,000,000 I each of the pes o years December 31,
Charge 10 expense......... . 3,890,135 1,087,636 1983 1982
Recoterles o Iﬁans " 107539 Bank PrEMISeS.............oumun 5 220,664

AR SRICR - - iy T e, s 5916089 759956
Loans charged 0 f.......... LS  [T6I7)  Leasshold mprovemants U 120 MBI

Balance at end of year 54,139,536 52,000,000 Less— Acoumuied deprecato 1,041,213 1,086,812
The following represents a classification of CFAB's nonac- - ¢euiua al

crual loans by ajo?categoryat December3l, 983 and 1082 &0 aMO-UZLION v (333452)  (226,984)

1983 1982

T — TOEE T
- htahd vl Note 6 - Lease Obligations:

e SO SN e Tl gt g

- o o under eseIeasestotaledSZ%Z,OOOgnd%le 3'00forthe_§)/ears
LLinterest on these loans had heen >rorued, such income  endeq Decemberal, 1983 and 1987, respectively. Minimum

WOI\LIJA% hgﬁgrane |pnr oxlgﬁgedbatg)ﬁg’to%otﬁé olp?i8n3ibn of manage- annuallease payme'nts are a5 fOROV\”S:

ment consioered o be nonaccrual loans, totaled S, 068 1G4, Yearending December 31, Amount
8FAB s?rves the financial needs of the ﬁommermal fishing 1984 5219,953

and agricultural industries in the State of Alaska. These Indus- 1985 03,730

tries dre subject to seasonal and cyclical fluctuations which 1986 35,652

could affect the borrowers" ability to repay loans on a timely 1987 25,152

basis. 1988 0,10

Note 7- Notes Payable: , December 31,

Notes payable consisted of the following: 1982

Borrowin%s against lines of credit with Spokane Bank for Cooperatives, &SBC@. The current
agreementsprovide for_quarterlty) Interest payments based upon floating rates:

Seasonal loan - Credit fine ot 560,000,000 expiring on June f 1984, bearing interest
at 10.25% at December 3L 1983..........coummnrrnnn _ $49,300,000  $10,600,000
Term loan - Credit line ol $30,000,000 refinanced by long-term notes in 1983...........cvevveee 20,000,000

SBC Matched Funds Notes:

Short-term note dated November 9, '982, bearing interest at 10.6%, due May 9, 1983 .. 10,000,000

Long-term note dated November 9, 1982, bearing interest at 10.555%, due July 22, 1985 . 5.000.000 5.000.000
Long-term notedaled December 1, 1982, bearing interest at 11.093%, due June 1, 1987. .. 5.000.000 5.000.000
Long-term note dated January 20, 1983, bearing interest at U .18%, due January 20, 1993 5.000.000
Long-term note dated March 1, 1983, bearing interest at 10.668%, due September 1, 1987 5.000.000
Long-term note dated January 20, 1983, bearing interest at 10.444%, due January 20, 1987 5.000.000
Long-term note dated April 20, 1983, bearing interest at 11.132%, due October 21, 1991 . 5.000.000

Other notes payable and capitalized equipment leases with various interest rates 106.368 80 476

G0 MBUUY CBIES v 579,406,368 550,680,476
15
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Prrncrpal payments required on notes payable are asfollows:

Yearended De embe 31, Amount
1984 549.406.368
1985 5,000,000
1986
198/ 15,000,000
1988 and later years 10,000,000

CFAB entered into SBC's matched funding loan program in
November 1982 whereby CFAB may borrow both shart-term
and long-term funds under its estahlished line of credit at fixed
Batejno(jt S|nterest generally providing CFAB with a lower cost

CFAB must invest jn SBC's Class C stock in an amount
equal to at least 5% of the cumulater average loan halance
maintained wit SBC The amount 0 CFABsrnvestment n
SBC's Class C, stock and edurtg/ in allocated surplus was
53,108 643 and 52 380,450 at D cember 3l 1983 and 1982
respectively. The [ .ximum amount due % urrncgF 1983
was 588,800,000. These loans are secured by all of CFAB's
assets and notes evidencing oans t¢ members,

CFAB maintains a line” af credi with a local bank of
52,000,000, At December 31, 1983 there were no draws
outstanding,

Note 8 - Share CaJJ

Shares Purchase by the State of AIaska must be repur-
chased within twent% ){ears by CF éNote 10).
Preferential shareholders rights on digsolution are attach-
ed inth." order of Class C, Class B and Class A.

Upon issue, the following rights will attach to the three
categories of stock:

Class C - No voting or drvrdend rights. May only be issued to
Class B the Stateof Alaska.
ass

No votrng rr% hts. Class B stock may only be held by
members of CFAB, and dividends Pard Shall not ex-
ceed »10/share annually. Borrowers must purchase
and maintain Class B stcen in.an amount equal to
1orr of their loan proceeds. This amount is added to
the loan proceeds indetermining lie |oan balance.
Class A-No dividend rights. Each member of CFAB must
own one share of Class A stock. Each share of stock

carries one vote. Tg vote a memboer must be

en&] q[t)ad In commercral |shrn% 0r agricu ture and
stbeacurrent b orroweror a ic borrowed Trom

CFAB during the preceding two years or have

g%t%r&ed patronage eamings wrth LiY.n f-vList

Note 9 - Qualified Deferred Compensation Plan:

As of January 1,1982 CFAB terminated Its participation in
a contributory retirement benefit plan, On December 28,
l AB adopted a non-contributory plan, effective
January 1, 1982, which @r vides all regular, full time
emplo ees retirement benefits based upon eniployee compen-
sation, length of service and age at retirement. Plan costs were
574000 and S85.000 for the'years ended December 31,1983
and 1982, respectively. The excess, If an){ of the actuarially
computed value of vested benefits over the total of pension
fund assets is not available.

Note 10 - Class C Stock Repur h%
In accordance with A S48100( onorbeforeJuIyl8
CFAB Isrequired to repurchase s Class C stock 1ssued
November 10,1982 a confract was

to

to the State of Alaska. On

signed with the State of AIaska outlrnrng the prrncrples ofa
plan which calls for the rerourc ase of outstandrng lass C
stock with CFAB capital funds to be provided by CFAB's
member-boi rowers overaperro tfutureo erations, On
December 12, 1983, CFAB implemented ns Class C Stock
Redemption Program.

l.mu.iry 2%, I**tM

To the Shareholders and Board of Directors
Alaska Commercial Fishing and Agriculture Bank

In our opinion, the accompan |n balance sheet and the
related statements of income, Of ¢ anges in ca ital and
allocated undrstrrbuted atron eearnrn sando chan es In
nancial position presetfarr the |na cral osrtron the
Alaska Commeicial Fishing” and Agricul ure Bank at
December 31, 1983 and 1982 and the results of itsoperations
and the chan es in its financial po ﬁrtron or the grears then
ended, in co ormrtY wit gen rally accepted ccountrng
principles consistently. appliéd. Our’examinations ol these
statements were made in accordance with generall¥ accepted
auditin standards and accgrdrng Included such fests of the
accoun ng records angl such other auditing procedures as we
considered necessary in the circumstances.

LCL- n -
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BY’ Beryle Stanton,

National Coordinator

National Cooperative Month
Planning Committee

Some 60 million people in this coun-
try use cooperatives—ahout 50,000 of
them. That'sa lot of people and a lot of
businesses. And they do many billions
of dollars worth of business each year.
As one example, the farmer-ovned
marketln%_a_nd supply cooperatives did
over $56 billion worth of business at the
latest count—in 1979,

But studies and surveys show many
peogle_know very little about this type
0f busingss enterprise—one ‘hat mar-
ches along in our economy with individ-
ual ownerships, partnershiips, and other
corporate type businesses.

What Docs A Cooperative Do?

For Members— _
Cooperatives_do many things for
many peiplc. They can’be places to

buy, places to sell, places to get a need-

ed service,

Members use them to market farm
products. . .obtain farm supplies such
as petroleum products and fertilizer...
get groceries, and other consumer ﬁoods
-.provide themselves with health. In-

0

®h s h

e

06 ManyKnow TooLittle About Co-0ps§

any

A recent Gallup opinion poll showed
Americans arc less aware of what
farmer cooperatives are all about than
they were five years ago—when another
survey h; d been taken to study what the
general public knew and thouight about
cooperatives. _ "C,

owever, analysis of this Foll shows
public opinion i5 not actually tuming
against these cooperatives.” Rather,
many just don't know enough about

theni to form an opinion.

Probably about the same lack of
knowledge would show up if the same
sort of asurvey were taken of coniumer
cooperafives. ¢ [

What are the -o-og)'

challenges in the 80s

jSAsSi

M|
*.I

<’



Alaska Commercial Fishing

and Agriculture Bank

INFORMATION

MAY 1984

The Alaska Commercial Fishing and Agriculture Bank (CFAB) e« a private lending cooperative, was created to fill

the gap in sources of financing ter Alaska's fishi.g and agriculture industries.

Since opening its doors nearly 4 years ago, CFAB has shown significant responsiveness, to the needs of the in-
dustries it serves; Development of a growing body of expertise resulting from broad specialization has enabled
CFAB to finance business endeavors rather than service loan requests. Development of service and industry pro-
grams to meet all segments of the industries' needs has enabled CFAB to meet the demands of forecasted de-

velopment and expansion.

able to reach the following villages and communities throughout Alaska:

Aluknagl k
Anchor Point

Anchorage
Ar.on

Auku liry
bethel
Chefornak
Chionik _
Chi”lik ilie
Chuf, ok

Clam Gulch
Cooper hand i,
Cordova

Craig )
Beﬁa Junction
i 11 inghara
Dour.lan

Eagle Kivor

952,090.84
97 ,406.94
8,299, 494.04
8,136,635.08
61,500.00
1,173,697.96
60,148.52
204,600.00
190.349.37
79,640.00
221,178.58
229,570.50
11,310,495.43
69,650.00
430,349.18
5.567,665.64
373,350.00
239,047.07

EGO 11k
Elfin Covo
Ester

Fai -banks
Falitc Pass
Gi rdwood
Haines
Honiur
Hoourh
Ihydourr.

Junuau

Kakn
Kasiloff
Konni
Ketchikan
Kinf, Cove
kaif, Salmon
Klaviock

1,883,650.79
93,804.00
55,000.00
250,612.16
6,230.04
26,400.00
84,307.14
8.217.595.37
297,000.00
4,710,005.39
1,448,721.89
1,978,632.84
427,080.16
4,664,055.88
5,431,277.51
2,886,586.17
621,410.70
1,672,318.99

Whittier
Willow
Wrungell

Kodiak
Kokhanok
Kotzebue
Munokotak
Metlakatla
Moose Pass

Mountain VillaEC

Naknck
Nonnna
New_Stuyahok
Ninilchick
Nome

Palmer

Petersburg
1Pilot Station
I Port Alexander
I Port liclda

Port Lion

41,400.00
/0,1it. 50
344,467.17

15 .719,289.19

55,150.00
104.037.50
57,738.04
527,321.87
29,492.20
216,184.80

1 298,390.14
165,385.11
21,539.00
208,531.71
15,408.52
125,958.49

5 976,387.48
,800.00
97,695.51
532,321.30
77,000.00

Saint Marys
Sand Point
Sund Point
Seldovia
Sowurd

Sll(tka
Skagway
South Nuknok
Sutton
Thnann
Tatitick
To&ink

Tok
Tooksook Uay
Unalaska
Valdez

Ward Covo
Wasilln

Reflective also of CFAB's responsiveness is its ever increasing loan portfolio performance record as of

31, 1983.

LOANS MADE SINCE INCEPTION:
LOANS OUTSTANDING:

Including all
over $200 million dollars

previous

sFf7, V2 th

S/07. TO.

in Wall

loans and commitments outstanding,
Sti-eet money

to the State of Alaska.

And by providing greater accessibility to its intended borrowers CFAB has been

6,000.00
113,996.12
1,275,395.85
,464.44
1,721,610.41
3,053,188.4J
35,200 03
26,084.36
11.0J0.00
10,750.00
121,320.53
68.050.00
13,900.00
176,587.38
1,150,853.86
1,477,704.96
496,754.13
431,958.28

December

CFAB has brought

This

iIs accomplished by CFAB"s ability as a cooperative and a participant In

the Farm Credit System to have ready access to "Wall Street”
This enables CFAB to magnify the effects of the state"s
by more than 6.3 times

able rates.
$32 million dollar

investmr

funds at reason-

initial

in four years of operation.
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MEMBER CAPI TAL

Amount ()
% of Total

PRUATE BORROWINGS
Amount
% of Total

STATE OF ALASKA O

Amount
% of Total

MEMBER CAPITAL
Amount

X of Total ()

PRIVATE BORROWINGS
Amount
% of Total

STATE OF ALASKA
Amount
X of Total

SOURrE OF HONFY LOANED
TOTAL LOANS
$25.1 Hillion
Dc 19 00

$25.1 Million
100%

SOURCE OF HONEY LOANED

TOTAL LOANS
$109.9 Hillion
December 31, 19B3

SOURCE OF HONEY LOANED
TOTAL LOANS
$6A.9 Hillion

December 11, 1901

$0.A Hillion
13%

$2A.7 Million
3 8%

$31.8 Hillion
A9%

$15.2 Million
1AX

$G2.9 Hillion
5 7%

$31.0 Million
29%
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HB 721

ON MAY 29th, THE SENATE LABOR AND COMMERCE COMMITTEE HELD A PUBLIC
HEARING TO DISCUSS HB 721 - "AN ACT RELATING TO THE ALASKA COMMERCIAL
FISHING AND AGRICULTURE BANK™.

THIS LEGISLATION WOULD REQUIRE LEGISLATIVE AUDIT TO CONDUCT AN AUDIT OF
C.F.A.B. ANNUALLY AND TO SUBMIT ITS FINDINGS TO THE LEGISLATURE. AS HR
721 ALSO REPEALS THE CONFIDENTIALITY OF RECORDS STATUTE, ALL INFORMATION
COMPILED FOR THE AUDIT WOULD BE PUBLICLY DISCLOSED.

ALTHOUGH THE LABOR AND COMMERCE COMMITTEE DISCUSSED THIS LEGISLATION FOR
AN HOUR, NO ONF PRESENTED ANY EVIDENCE IN SUPPORT OF THIS LEGISLATION.
ALL THE TESTIMONY INDICATED THAT PUBLIC DISCLOSURE OF THE FINANCIAL
STATUS OF BORROWERS WAS NOT NECESSARY AND CERTAINLY WAS NOT GOOD PUBLIC
POLICY.

I STRONGLY URGE DEFEAT OF THIS LEGISLATION.



ALASKA STATE LEGISL/ RE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

Pouch Y. Stale Capilol
Juneau, Alaska 99811

(607) 4650091
October 3, 1983
MEMORANDUM
TO: Representative Ramona Barnes

FROM:  David Teal
Legislative Analyst

RE: Alaska Commercial Fishing and Agriculture Bank (CFAB)
Research Request 83-220H

You asked this agency to report on the status of “he "seed money" pro—
vided by the State of Alaska to the Commercial Fishing and Agriculture
Bank (CFAB). You also asked us to determine the amount of investments
Which the bank holds outside of Alaska and tc describe reporting re—
quirements of the bank. These topics are discussed below. This memo—
randum also includes a brief history of CFAB. I believe the historical
information will clarify the common misconception that CFAB 1is an
agency of the State.

Status of CFAB

According to the attached 1982 annual report, CFAB®"s purpose is to
promote the sustained growth of Alaska agriculture and fishing through
the provision of loans and other financial services to resident-owned
businesses engaged in harvesting, processing, or marketing. CFAB 1is a
cooperative corporation and lends only to members, who must be residents
of Alaska. The bank was incorporated on May A, 1979. At the time of
incorporation, CFAB was a government instrumentality within the Depart—
ment of Commerce and Economic Development. However, the bank simul—
taneously had a legal existence independent of and separate from the
State.

For the purpose of funding the bank"s operations, the State was au—
thorized to purchase non-voting shares (class C stock) 1issued by the
bank. The State--through the Department of Revenue--has invested $32
million in CFAB"s dess C stock. This 1investment is the seed money
that is often (erroneously) referred to as a loan to CFAB:*

Legislation adopted 1in 1981 made major changes to the status of the
bank. The 1-w removed the provision inaling CFAB an instrumentality of
the State and also revoked the bank"s tax-exempt status and reocaled the
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ability of the bank to 1issue tax-exempt bonds. In addition, The law
expanded reporting requirements so that any information requested by the
legislature must be included in the board"s annual report to members.
The law also authorized the Division of Legislative Audit to access the
records of the bank.

Status of Seed Money

The State provided start-up funds to CFAB through the purchase of $2
million of class C stock in 1979. Additional investments, of $30
million were made in 1980. CFAB repurchased $200,000 of class C stock
from the State in 1981, |leaving the current balance of the State"s
investment in the bank at $31.8 million.

On November 10, 1982, CFAB and the State signed an agreement outlining
a stock repurchasing plan. The plan calls for the repurchase of the
State"s class C stock with capital to be provided by CFAB"s members
over a 17-year period of future operations. The 17-year period stems
from AS 44.81.010(b), which requires that the class C stock be repur—
chased within 20 years of the date of sale.

Under the repurchase agreement, members of CFAB will contribute capital
to the "repurchasing fund"™ 1in proportion to tlie amount they have borrowed
from the bank.* Each member will contribute one percent of his average
outstanding loan balance each year 1in addition to the higher mandated
purchases of class 3 stock described in the footnote below. Money
flowing into the "repurchasing fund" will not be used to repurchase
any class C stock until the year 2000. CFAB will retain the money to
earn interest until the end CI the 20-year repurchase period allowed
by law. The money will eventually be used to repurchase class C stock
fran the State at its par value of $31.0 mil lion.2

"Members have contributed capital to the bank since its inception. In
effect, to obtain a $100 loan, a member borrowed $109.09; $9.09 of
which remained with CFAB as class B stock. As the loan was repaid,
CFAB bought back the class B stock from the member. TIw" agreement with
the State calls for members to contribute additional capital to CFAB
through highei .andated stock purchases in conjunction with loans.
Beginning this year, CFAB raised the mandatory investment in class B
stock from 9.09 percent to 10 percent of each member®s loan balance.

21f the State had loaned $32 million to CFAB in 1980 at a compound
annual 1interest rate of five percent with payment of principal and
interest deferred for 20 years, the repayment in the year 2000 would
be about $85 mi 11 ion.
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The repurchase agreement notes that the repurchasing pool reaches only
about $20 million under most assumptions of future activity, but claims
that under "more select and rigidly managed conditions, the Plan can
be judged adequate to generate $31.8 million (i.e., che total par value
of the 3,180 shares of Class C Stock currently held by the State)."
The agrenment also notes that CFAB can borrow to make up any shortage
if the fund is insufficient to allow full repurchase of class C stock.

Investments Outside Alaska

The balance sheet on page 8 of the attached 1982 annual report shows
investments of $2.4 million, all held in the Spokane Bank for Coopera—
tives (SBC). Footnote 7 (page 15 of the report) explains this invest—
ment. In order to finance lending activity, CFAB established a line
of credit with the SRC. The terms of that agreement require CFAB to
invest in SBC"s class C stock in an amount equal to at least 5 percent
of the cumulative average loan balance maintained with SBC. The $2.4
million investment held in the SBC reflects this requirement. The
maxi'um amount due SBC during 1982 was $73.3 million and the balance
due on December 31, 1982was $50.6 million. The $2.4 million invested
in the SBC was less than 2.5 percent of total assets of CFAB at the end
of 1982.

The balance sheet also shov,” that $81.9 million of CFAB"s total assets
of $98 million are in the form of loans to membc-rs of the cooperative.
As noted earlier in this memorandum, only Alaska residents are eligible
for membership in the bank. According to CFAB president Forest Paulson,
he bank pays very close attention to the residency issue in an attempt
to ensure that loans are made only to Alaskans for Alaska business
ventures.

Cash and reserve accounts of the bank were nearly $11 million at the
end of 1982. Mr. Paulc.on said that reserves are generally held as
certificates of deposit (CF/.,) at major banks. He said that Alaska
banks are contacted periodically to determine their interest in ob—
taining the deposits. Although Alaska Pacific Bank has held some of
CFAB"s reserves in the past, vreserves are currently split between
Barclays Bank and First Interstate, both of which have headquarters in
California. According to Mr. Paulson, those banks offered a better
rate of vreturn on the deposits than was offered by Alaska banks.

Reporinn Requirements

AS 37.05.037 and AS 44.81.200 deal with reporting requirements. The
former statutory reference requires each state agency which makes or
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purchases loans to prepare a vreport to the “legislature each year.
Since CFAB 1is no longer a state agency, this statute no longer applies.
AS 44 _.81.P00 deals specifically with CFAB. The statute requires that
the board of directors of CFAB publish an annual report to the bank"s
members. The report must include:

financial statements audited by independent outside auditors;
a statement of the bank"s investments;

= a description of the bank®s loan activity during the period
covered by the report;

= an analysis of economic and other effects of loan decisions on
the state"s commercial fishing and agriculture industries;

= any other information that the board believes would be of
interest to the governor, the legislature and the public; and

= any information that the legislature requests the board to
include.

The last of these reporting requirements was added 1in 1981. All
provisions of Chapter 44.81 lapse upon the repurchase of all the class
C stock purchased by agencies of the State.

The stock repurchase agreement of November 10 contains an additional
reporting requirement. The agreement states that CFAB will provide
the Commissioner of Revenue with annual reports which will contain
information sufficient to assure the State that the plan to repurchase
class C stock 1is succeeding.

I hope you fFind this information useful and informative. If you have
additional questions on this subject o"” if we can be of further assist—
ance on another subject, please contact the agency.

DT
Attachments

1982 annual report of CFAB
Repurchase Agreement



844.81.220 Alaska Statutes Supplement 844.81.260

Sec. 44.81.220. Transition. Notwithstanding the provisions of AS
10,15.005, upon the repurchase of all the nonvoting, preferred shares
initially issued by the bank and purchased by agencies of the state, the
provisions of AS"44.81.010 — 44.81.350 lapSe and the bank may pro-
ceed to operate solely as a private cooperative corgora'lon under the
terms of its bylaws and the provision- of A\S 10.15.010 — 10.15.600.
(8 3 ch 159 SLA 1978; am S'7 ch 109 SLA 1981)

Effect of amendments. — The 1981 cooper.' ‘e corporation,”" deleted "subject
amendment substituted "notwithstanding to" pn  ',..g "the provisions" and substi-
the provisions of AS 10.15.005, upon” for tuted "AS 10.15.010— 10.15.600" for "AS
"upon" near the beginning of the section, 10.15.005 — 10.15.600” at the end of the
added "solely" preceding "as a private section.

Sec. 44.81.250. Deficiencies and transfer of entry permits after
foreclosure.

Cross references. — As to the security for loans after such permits are
reassignment of entry permits taken as revoked see AS 16.43.355(i).

Sec. 44.81.260. Confidentiality of records; exceptions, (a(}
Except as provided in (b) of this ‘section, the directors, officers, an
employees of the bank shall hold in strict confidence all information
regarding the business records of the bank, including information as to
the character, credit standing, and property of members and applicants
for loans. They shall not exhibit or quote from the bank's business
records, including documents regarding personnel of the bank or per-
taining to members or applicants for loans.

(b) The requirements of (a) of this section are subject to the follow ing
exceptions:

(1')< The legislative audit division has access to the records of the
bank to perform an audit author.zed under AS 44.81.270.

(2) The hoard of directors or the Premde_nt of the ba™k shall supply

statistical and other impersonal information pertai'* ig to members,

appllcants, and loans in response to requests frol .no legislature or a

state agency or members of the federal farm ,dit system and may

R'me\l/tl%enSIm ilar information upon request to a responsible private orga-
Ization.

(3) Information concernin% members may be given for the confiden-

tial use ofa member of the federal farm cre |ts¥stem_orother financial
|rﬁtltutlon in contemplation of the extension ot credit or the collection
of loans.

(4) Ir_nﬁersonal information based solely on transactions or experi-
ence with a member, such us amounts of loans, terms, and payment
records may he given by the bank for the confidential use of a reliable
organization in conteniplation of the extension of credit,

844.81.270 State Government 844.83.00

() Credit information concerning a member may be given when the
member consents to it in writing. ) o

(62) In litigation between a member (or his successor in interest) and
the bank, any competent evidence may be introduced with respect to
relevant statements made orally or in‘writing by or to the member or
his successor. (§ 8 ch 109 SLA "1981)

Sec. 44.81.270. Audit of bank. The Ieglslatlve auditor may cause
the bank to be audited in the manner and under the conditions pre-
scribed by AS 24.20.271 for audits performed by the legislative audit
division. The legislative audit division has free access to all books and
Eapers ofthe bank that relate to its business and books and papers kept
by a director, officer, or employee relating to or upon which a record of
Ifs business is kept, and may Summon witnesses and administer oaths
or affirmations 'in the eXamination of the directors, officers, or
employees of the bank or any other person in relation to its affairs,
transactions, and conditions, and may require and compel the produc-
tion of records, books, papers, contracts, or other documents by court
order if not voluntarhy produced, (s 8 ch 109 SLA 1981)

Sec. 44.81.280. Prohibition on disclosure. The legislative audi-
tor and his employees may not disclose information acquired by them
In the course of an audit of the bank concerning the particulars of the
business or affairs ofa bom wer of the bank or-another person, unless
the information is re%uwed to be disclosed by law or under a court
order. € 8 ch 109 SLA 1981)

Chapter 83. Alaska Power Authority.

Article

. Creation anti Organization (88 44.83.030 — 14.83.045)

. Purpose and Powers <8 44.83.07!) — 44.83.092)

. Financial Provisions (88 44.83.105 — 44.83.1201

. Power Production Cost Assistance (88 44.83.162 — 44.83.161)

. General Provisions (88 44.83.177, 44.83.179, 44.83.181 - 44.83.187, 44,83.192,
44.83.195. 44.83,230)

. Rural Electrification Revolving l.e.in Fund (85 44.83.361. 44.83,363)

. Energy Program lor Alaska (88 14.83.380 — 44.83.425)

O WN -

© 0o

Article Creation and Organization.

Section Section
30, Membership of the authority 45. Qualifications, powers, und duties of
40. Officers; meetings: quorum officers mid directors

Sec. 44.86.0:)0. Membership of the authority. The authority
shall consist of the following directors;

(1() three public directors to be appointed by the governor and
confirmed ,b){ the I_egtlslatur_e; only one director may be appointed from
each judicial district described in AS 22.10.010;
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