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MEMORANDUM 

TO:

FROM:

DATE:

RE:

Senator Bettye Fahrenkamp 
Chair
Senate Resources Committee 

Senator Fred F. ZharoĴ

January 12, 1989

Senate Rill 82 - "An Act relating to loans and lending practices of 
the Alaska Commercial Fishing and Agriculture Bank; providing an 
exemption for the bank's membership stock and certain other 
securities issued by the bank from registration under the Alaska 
Securities Act; and providing for an effective date."

I respectfully request that SB 82 be scheduled for a hearing at the Resources 
Committee's earliest convenience.

SB 82 would allow the Alaska Commercial Fishing and Agriculture Bank (CFAB) to 
establish a new program that will help keep limited entry permits in the hands 
of Alaska residents.

The new program will be especially applicable to those situations in which a 
commercial fisherman wishes to liquidate his fishing operation by selling his 
or her limited entry permit to a specific resident fisherman —  frequently a 
younger family member —  who has little cash and who, alone, is not perceived 
to be sufficiently creditworthy to be granted a permit purchase loan. Under 
the new program, a seller may share in the credit risk of a CFAB-financed 
permit purchase by using a portion of the sale proceeds to purchase a 
participation in the loan involved. The seller's financial interest is 
protected because of CFAB's ability to foreclose its permit lien in the event 
of irremediable default. Also, if desired, the seller can retrieve the permit 
by having the purchaser (the borrower) designate the seller as the person to 
assume the debt in the event of default and foreclosure.

As an investment, the loan participation certificate will allow the seller to 
receive the market interest rate on the deferred portion of the sale proceeds.

The program offers an alternative to what is commonly called "permit 
migration" or "permit drain". Under current circumstances, a rural permit 
holder —  unable to find a local fisherman with the financial capacity to buy 
the permit —  concludes there is no alternative other than to sell the permit 
to an urban Alaskan or nonresident who can raise the cash upfront.

The bill also makes a number of miscellaneous amendments to CFAB's statute.
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Attached is a sectional analysis explaining how the bill works. The sections 
related to the program described above are Sec. 2, (f) in Sec. 3, Sec. 6, and 
Sec. 9.

Also included is a copy of CFAB's most recent annual report. I have requested 
position statements from the Commercial Fisheries Entry Commission and the 
Division of Banking, Securities and Corporations to use as backup information, 
but have not yet received them. T. will provide them to the committee as soon 
as they are available.

It is crucial that SB 82 be acted on as soon as possible in order for the new 
program to be effectively utilized by Alaskan fishermen in 1989. Even though 
limited entry permits are bought and sold throughout the year, the market sees 
the most activity and peaks in the period between early March and May.

Thank you for your consideration of this request.
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STEVE C O W  PER, GOVERNOR

C O M M E R C IA L  F IS H E R IE S  E N T R Y  C O M M IS S IO N P.O. BOX KB
JUNEAU, ALASKA 99811-0302 
PHONE: (907) 465-4081

January 11, 1989

The Honorable Fred F. Zharoff 
Alaska State Legislature 
M/S 3100

Re: CFAB Legislation
SB 82

Dear Senator Zharoff:

Thank you for the opportunity to review your legislation introduced 
on behalf of the Alaska Commercial Fishing and Agriculture Bank, which I 
understand has become SB 82.

CFAB's president, Mr. Ed Crane, developed the idea behind the 
legislation about a year ago, and we have discussed the proposal with him 
a number of times since then. We are very pleased that CFAB perceived the 
need and took the initiative to develop this remedy. We also commend you 
for having introduced this legislation.

SB 82 appears to the Entry Commission to be sound. For those Alaskan 
fishermen wishing to take advantage of such an opportunity, this 
legislation should be helpful. In direct response to your question, we 
would be happy to support this legislation. Please do not hesitate to 
contact us, if we can provide you with any further information.

«y t
Cordially,

COMMERCIAL FISHERIES ENTRY COMMISSION

Bruce Twomley, Chairman
Rich Listowski, Commissioner
Phil Smith'! Commissioner

.      S '

by:

cc: Bob Evans
Deputy Chief of Staff
Office of the Governor
M/S 0101

11-K28LH
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SECTIONAL ANALYSIS

Senate Bill No. 82 - "An Act relating to loans and lending practices of the
Alaska Commercial Fishing and Agriculture Bank; providing 
an exemption for the bank's membership stock and certain 
other securities issued by the bank from registration 
under the Alaska Securities Act; and providing for an 
effective date."

SECTION 1 PURPOSE.

Explains the rationale behind the bill.

SECTION 2

New paragraph (12) added to 44.81.210(a).

Gives CFAB the power to issue loan participation certificates.

SECTION 3

New subsections (e) and (f) added to 44.81.230.

(e) Allows a borrower to pledge more than one limited entry permit as 
security for a loan. This will be of benefit to fishermen who have 
multiple permits and are trying to expand their operations. They 
will be able to use their limited entry permits as financial assets 
to leverage the funds they need to purchase vessels, gear, etc. 
They can diversify and spread fixed costs over more fisheries. This 
will be of particular benefit to fishermen who have little 
liquidity, but substantial equity in existing permits.

i  7  I

(f) Allows a borrower to nominate another person to assume the debt on a 
permit loan. This way the individual who holds a loan participation 
certificate can take over the loan in the case of foreclosure.

SECTION 4

Amendment to subsection (b) in 44.81.235.

Corrects an oversight in the existing statute by allowing a loan 
made to purchase a limited entry permit to be included when a single 
permit is pledged to secure multiple loans.
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SECTION 5

Amendment to subsection (c) in 44.81.235.

Corrects an oversight in the existing statute by allowing CI'AB to 
refinance a loan which is made to purchase i limited entry permit. 
Under the current statute, CFAB may accept a permit as collateral 
when refinancing loans for fishing vessels, fishing gear, set net 
sites, and working capital, but not loans which are for the purchase 
of a permit.

SECTION 6

Amendment to subsection (b) in 44.81.250.

Makes this section of the existing CFAB statute consistent with the 
amendment in paragraph (f) of Section 3, above, by including a 
reference to the nomination of a person to assume debt.

SECTION 7

Amendment to subsection (d) in 44.81.250.

Adds reference to loans for the purchase of limited entry permits to 
the statute regarding CFAB's legal rights during foreclosure.

SECTION 8

New subsection (e) added to 44.81.250.

Describes the procedure CFAB shall follow when it has repossessed a 
limited entry permit.

SECTION 9

New paragraph (12) added to 45.55.140(a).

Exempts CFAB from the state's securities registration requirements. 
This restores the exemption CFAB had in statute when it was 
originally created. The exemption is currently granted to banks, 
savings institutions, savings and loan associations, trust 
companies, foreign governments, employee benefit plans, insurance 
companies, credit unions, nonprofit organizations, and others. The 
exemption will allow CFAB to offer loan participation certificates 
and remove the question of whether this transaction must comply with 
the extensive requirements for securities registration. CFAB will 
still be subject to annual audits by the Division of Banking, 
Securities and Corporations, an independent outside auditor, and, 
upon legislative instruction, by the Legislative Audit Division, as 
provided for in 44.81.270.

SECTION 10

Immediate effective date.
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R e : CFAB L e g i s l a t i o n
SB 8 2

D e a r  S e n a t o r  Z h a r o f f :

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  r e v i e w  y o u r  l e g i s l a t i o n  i n t r o d u c e d  
o n  b e h a l f  o f  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 ,  w h i c h  I  
u n d e r s t a n d  h a s  b e c o m e  SB 8 2 .

C F A B 's  p r e s i d e n t ,  M r .  Ed C r a n e ,  d e v e l o p e d  t h e  i d e a  b e h i n d  t h e  
l e g i s l a t i o n  a b o u t  a y e a r  a g o , a n d  we h a v e  d i s c u s s e d  t h e  p r o p o s a l  w i t h  h im  
a n u m b e r  o f  t i m e s  s i n c e  t h e n .  We a r e  v e r y  p l e a s e d  t h a t  CFAB p e r c e i v e d  t h e  
n e e d  a n d  t o o k  t h e  i n i t i a t i v e  t o  d e v e l o p  t h i s  r e m e d y .  We a l s o  c om m en d y o u  
f o r  h a v i n g  i n t r o d u c e d  t h i s  l e g i s l a t i o n .

SB 8 2  a p p e a r s  t o  t h e  E n t r y  C o m m i s s i o n  t o  b e  s o u n d .  F o r  t h o s e  A l a s k a n  
f i s h e r m e n  w i s h i n g  t o  t a k e  a d v a n t a g e  o f  s u c h  a n  o p p o r t u n i t y ,  t h i s  
l e g i s l a t i o n  s h o u l d  b e  h e l p f u l .  I n  d i r e c t  r e s p o n s e  t o  y o u r  q u e s t i o n ,  we 
w o u l d  b e  h a p p y  t o  s u p p o r t  t h i s  l e g i s l a t i o n .  P l e a s e  d o  n o t  h e s i t a t e  t o  
c o n t a c t  u s ,  i f  we c a n  p r o v i d e  y o u  w i t h  a n y  f u r t h e r  i n f o r m a t i o n .

C o r d i a l l y ,

COMMERCIAL F IS H E R IE S  ENTRY COMM ISS ION

B r u c e  T w o m l e y ,  C h a i r m a n  
R i c h  L i s t o w s k - i ,  C o m m i s s i o n e r  

P h i l  S m i t h " , C o m m i s s i o n e r

c c :  B ob E v a n s

D e p u t y  C h i e f  o f  S t a f f  
O f f i c e  o f  t h e  G o v e r n o r  
M /S  0 1 0 1

/
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STATE OF ALASKA BILL VERSION:  SB ,92._____
1989 LEGISLATIVE SESSION PUBLISH DATE: _ 1/9/89

F I S C A L  N O T E
REQUEST: _______________________________________

Revision Date: _  akkv AffivtMi • Commerce & Econ. Dev.
Title: Commercial Fishing and Agri- I m u /Banting andTecun t)6S------

culture Bank
Sponsor: Zarhoff. Sturgulewski. et al Components :-Ŝ mlLES., 
Requestor:Senate Resources _______ _______________

EXPENDITURES/REVENUES: (Thousands of Dollars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY93 FY 94

PERSONAL SERVICES 
TRAVEL 
CONTRACTUAL 
SUPPLIES 
EQUIPMENT 
LAND* STRUCTURES 
GRANTS. CLAIMS 
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -0- -0- -0-

CAPITAL -0- -0- -0- -0- -0- -0-

RE VENUE -0- -0- -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)
G E N E R A L F U N D
F E D E R A L  F U N D S
O T H E R
T O T A L ) - - 0 - - 0 - - 0 - - U - b -

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

-0- -0- -0- -0- -0- 0-

ANALYSIS : (Attach a separate page if necessary) ,

No fiscal impact.

Prepared by: L.P. Carroll, Senior Securities Examiner pt,̂  • 465-2521
Division: Banking and Securities _____________  Date: 01/17/89

Approved by Commissioner: Larry Merculieff . ( I f i l
Agency: Dept, of Commerce and Econmic Development

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget .
Impacted Agency(ies) page —  of
mm0595t 
011789a
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SB 82: An Act relating to loans and lending practices of 
the Alaska Commercial Fishing and Agriculture Bank.

The banking section is neutral on this measure. The intent is 
to facilitate transfers of Limited Entry Permits held as loan 
security by CFAB. This bill will remove CFAB from securities 
law regulation for issue of its stock and/or other securities 
in conjunction with loans to members.

Pate:

0259V
011889A
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i rant proves compliance with the requirements of this subsection and 
-ubsection (c) of this section as to notice and post-effective amend­
ment, the stop order is void as of the time of its entry. The administra­
tor may by regulation or otherwise waive either or both of the condi- 
. ions specified in (c)(2) and (3) of this section. If the federal registra- 
tion statement becomes effective before all the conditions in this sub- 
ection and subsection (c) of this section are satisfied and they are not 
. lived, the registration statement automatically becomes effective as 
non as all the conditions are satisfied. If the registrant advises the 
'dministrator of the date when the federal registration statement is 
■xpected to become effective, the administrator shall promptly advise 
; tie registrant by telephone or telegram at the registrant’s expense, 
whether all the conditions are satisfied and whether the administra­
tor then contemplates the institution of a proceeding under AS 
45.55.120; but this advice by the administrator does not preclude the 
institution of the proceeding at any time. (§ 403 ch 198 SLA 1959, as 
tcided by § 19 ch 105 SLA 1961; am § 2 ch 55 SLA 1972; am § 7 ch 86 
SLA 1972; am § 79 ch 14 SLA 1987)

Effect of amendments. — The 1987 
amendment substituted "one copy" for

"three copies" at the beginning of subsec­
tion (b)(1).

Article 4. General Provisions.

proposed offering 
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•deral registration 
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hen the adminis- 
der. If the regis-

Section
140. Exemptions
200. Orders, injunction, and civil penal­

ties

S e c t i o n
210. Criminal penalties 
260. Scope of the chapter and service of 

process

►

Sec. 45.55.140. ‘Exemptions, (a) The following securities are ex­
empted from AS 45.55.070:
(1) a secuiity, including a revenue obligation, issued or guaranteed 

by the United States, a state, a political subdivision of a state, or an 
agency or corporate or other instrumentality of one or more of the 
foregoing; or a certificate of deposit for any of the foregoing;
(2) a security issued or guaranteed by Canada, a Canadian prov­

ince, a political subdivision of a Canadian province, an agency or 
corporate or other instrumentality of one or more of the foregoing, or a 
foreign government with which the United States currently maintains 
diplomatic relations, if the security is recognized as a valid obligation 
by the issuer or guarantor;
(3) a security issued by and representing an interest in or a debt of, 

or guaranteed by, a bank organized under the laws of the United 
Slates, or a bank, savings institution, savings and loan association, 
building and loan association, or trust company organized and super­
vised under the laws of a state or of the United States;

15
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(4) a commercial paper which arises out of a current transaction or 
the proceeds of which have been or are to be used for current transac­
tions, and which evidences an obligation to pay cash within nine 
months of the date of issuance, exclusive of days of grace, or any 
renewal of the paper which is likewise limited, or a guarantee of the 
paper or of the renewal, if the commercial paper is of the type eligible 
for discount by a federal reserve bank;
(5) a security issued in connection with an employee’s stock pur­

chase, savings, pension, profit-sharing, or similar employee’s benefit 
plan;
(6) a security issued by and representing an interest in or a debt of, 

or guaranteed by, a federal savings and loan association, or a building 
and loan or similar associat ion organized under the laws of a state and 
authorized to do business in this state;
(7) a security issued by and representing an interest in or a debt of, 

or guaranteed by, an insurance cortlpany organized under the laws of 
a state and authorized to do business in this state; but this exemption 
does not apply to an annuity contract, investment contract, or similar 
security under which the promised payments are not fixed in dollars 
but are substantially dependent upon the investment results of a seg­
regated fund or account invested in securities; except that policies or 
annuity contracts of insurance companies admitted to do business in 
the state are not subject to this chapter;
(81 a security issued or guaranteed by a federal credit union or any 

credit union, industrial loan association, or similar association orga­
nized and supervised under the laws of this state;
(9) a security issued or guaranteed by a railroad, other common 

carrier, public utility, or holding company which is
(A) subject to the jurisdiction of the Interstate Commerce Commis­

sion;
(B) a registered holding company under the Public Utility Holding 

Company Act of 1935 or a subsidiary of the company within the mean­
ing of that Act;
(C) regulated in respect of its rates and charges by a governmental 

authority of the United States or a state; or
(D) regulated in respect of the issuance or guarantee of the security 

by a governmental authority of the United States, a state, Canada, or 
a Canadian province;
(10) a security listed or approved for listing upon notice of issuance 

on the New York Stock Exchange, the American Stock Exchange, the 
Midwest Stock Exchange, or the Pacific Coast Stock Exchange, or any 
other security of the same issuer which is of senior or substantially 
equal rank; a security called for by subscription rights or warrants so 
listed or approved: or a warrant or right to purchase or subscribe to 
any of the foregoing;
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(11) a security issued by a person organized and operated not for 
private profit but exclusively for religious, educational, benevolent, 
charitable, fraternal, social, athletic, or reformatory purposes, or as a 
chamber of commerce or trade or professional association.
(b) The following transactions are exempted from AS 45.55.070:
(1) a transaction between the issuer or other person on whose be­

half the offering is made and an underwriter, or umong underwriters;
(2) a transaction in a bond or other evidence of indebtedness se­

cured by a real or chattel mortgage or deed of trust, or by an agree­
ment for the sale of real estate or chattels, if the entire mortgage, deed 
of trust, or agreement, together with all the bonds or other evidence of 
indebtedness, secured thereby, is offered and sold as a unit;
(3) u transaction by an executor, administrator, sheriff, marshal, 

receiver, trustee in bankruptcy, guardian, or conservator;
(4) an offer or sale to a bank, savings institution, trust company, 

insurance company, investment company as defined in the Investment 
Company Act of 1940, pension or profit-sharing trust, or other finan­
cial institution or institutional buyer, or to a broker-dealer, whether 
the purchaser is acting for itself or in some fiduciary capacity;
(5) sales by an issuer
(A) to no more than 10 persons in this state other than those desig­

nated in (4) of this subsection during a period of 12 consecutive 
months whether or not the seller or any of the buyers is then present 
in this state, if
(i) no commission or other remuneration is paid or given directly or 

indirectly for soliciting a prospective buyer in this state;
(ii) the total dollar amount invested during a period of 12 consecu­

tive months does not exceed $100,000;
(iii) a legend is placed on the certificate or other document evidenc­

ing ownership of the security, stating that the security is not regis­
tered under this chapter and cannot be resold without registration 
under this chapter or exemption from it;
(iv) offers are made without public solicitation or advertisement; 

and
(v) the issuer files with the administrator a notice specifying the 

issuer, the security to be sold and the terms of the oiler at least two 
days before any sales are made;
(B) to no more than 25 persons in this state other than those desig­

nated in (4) of this subsection during a period of 12 consecutive 
months whether or not the seller or any of the buyers is then present 
in this state, if
(i) the sales are made solely in this state;
(ii) before any sale, each prospective buyer is furnished access to 

the information that would be provided to a prospective buyer in a 
registration under AS 45.55.100, which information shall be furnished 
to the administrator upon request;
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tiii) flu- total dollar airiotifit invested during a period of 12 consecu­
tive months docs not exceed $50(1,(MIO;
(ivi commissions or other remuneration meet the requirements of 

this chapter and are made only to persons registered under AS
46.55.040:
(v) a legend is placed on the certificate or other document evidenc­

ing ownership of the securitv, stating that the security is not regis­
tered under this chapter and cannot be resold without registration 
under this chapter or exemption Iroin it;
(vi) the issuer obtains a signed agreement from the buyer acknowl­

edging (hat the huyer is buying for investment purposes and that the 
securities will not hi1 resold without registration under this chapter;
(viii offers are made without public solicitation or advertisement; 

and
(viii) the issuer files with the administrator a notice specifying the 

issuer, the security to be sold, and 41 terms of the offer at least two 
days before any sales are made;
((>) an offer or sale of a preorgunizntion certificate nr subscription if
(A) no commission or other remuneration is paid or given directly 

or indirectly for soliciting a prospective subscriber,
(B) the number of subscribers does not exceed 10, and
(C) no payment is made by any subscriber;
(7) a transaction under an offer to existing security holders of the 

issuer, including persons who at the time of the transaction are 
holders of convertible securities, nontransferahle warrants, or trans­
ferable warrants exercisable within not more than 90 days of their 
issuance, if
(A) no commission or other remuneration, other than a standby 

commission, is paid or given directly or indirectly for soliciting a secu­
rity holder in this state, or
(B) the issuer first files a notice specifying the terms of the offer and 

the administrate, does not by order disallow the exemption within the 
next five full business days;
(8) an offer (but not a sale) of a security for which registration 

statements have been filed under both this chapter and the Securities 
Act of 1933 if no stop order or refusal order is in effect and no public 
proceeding or examination looking toward an order is pending under 
either Act;
(9) an isolated nonissuer transaction, whether effected through a 

broker-dealer or not;
(10) a nonissuer distribution of an outstanding security if
(A) a recognized securities manual contains the names of the is­

suer’s officers and directors, a balance sheet of the issuer as of a date 
within IS months, and a profit and loss statement for either the fiscal 
year preceding that date or the most recent year of operations, or
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till the security has a fixed maturity or a fixed interest or dividend 
provision and there has been no default during the current fiscal year 
or within the three preceding lineal years, or during the existence of 
the issuer and any predecessors if less than three years, in the pay­
ment of principal, interest, or dividends on the security;
(11) a nonissuer transaction effected by or through a registered 

broker-dealer under an unsolicited order or offer to buy; however, the 
administrator may by regulation require that the customer acknowl­
edge, upon a specified form that the sale was unsolicited, and that a 
signed copy of each form be preserved by the broker-dealer for a speci­
fied period;
(12) a transaction executed by a bona fide pledgee without any pur­

pose of evading this chapter;
(13) a transaction incident to a right of conversion or a statutory or 

judicially approved reclassification, recapitalization, reorganization, 
quasi-reorganization, stock split, reverse stock split, merger, consoli­
dation or sale of assets, if
(A) no commission or other remuneration, other than a standby 

commission is paid or given directly or indirectly for soliciting a secu­
rity holder in this state; and
(B) the issuer files a notice in the form specified by the administra­

tor not less than 30 days before making the offer;
(14) a stock dividend, whether the corporation distributing the divi­

dend is the issuer of the stock or not, if nothing of value is given by 
stockholders for the dividend other than the surrender of a right to a 
cash or property dividend when each stockholder may elect to take the 
dividend in cash or property or in stock;
(15) an act incident to a class vote by stockholders, under the certif­

icate of incorporation or the applicable corporation statute, on a 
merger, consolidation, reclassification of securities or sale of securities 
of another corporation;
(16) the offer or sale by a registered broker-dealer, acting either as 

principal or agent, of securities previously sold and distributed to the 
public if
(A) the securities are sold at prices reasonably related to the cur­

rent market price at the time of sale, and, if broker-dealer is acting as 
agent, the commission collected by the broker-dealer on account of the 
sale is not in excess of usual and customary commissions collected 
with respect to securities and transactions having comparable charac­
teristics;
(B) the securities do not constitute the whole or a part of an unsold 

allotment to or subscription or participation by the broker-dealer as 
an underwriter of the securities or as a participant in the distribution 
of the securities by the issuer, by an underwriter or by a person or 
group of persons in substantial control of the issuer or of the outstand­
ing securities of the class being distributed; and

$ 45.05.140 Tkaoh a  n o  C o m m e n c e  § 45.55.140
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A i .a s k a  S t a t u t e s  S u i m m .u m k n t S 45.55.140 (
k>

$ <J5.55.20i

( C l  t h e  s e c u r i t i e s  h a v e  b o o n  l a w f u l l y  s o l d  a n d  d i s t r i b u t e d  i n  t h i s  
s t a l t *  u n d e r  t h i s  c h a p t e r ;

(17) o f f e r s  o r  s a l e s  o f  c e r t i f i c a t e s  o f  i n t e r e s t  o r  p a r t i c i p a t i o n  i n  o i l ,  
p a s ,  o r  m i n i n g  r i g h t s ,  t i t l e s  o r  l e a s e s ,  o r  i n  p a y m e n t s  o u t  o f  p r o d u c t i o n  
u n d e r  s u c h  r i g h t s ,  t i t l e s  o r  l e a s e s ,  i f  t h e  p u r c h a s e r s

(A) a r e  o r  h a v e  b e e n  d u r i n g  t h e  p r e c e d i n g  t w o  y e a r s  e n g a g e d  p r i ­
m a r i l y  i n  t h e  b u s i n e s s  o f  e x p l o r i n g  f o r ,  m i n i n g ,  p r o d u c i n g ,  o r  r e f i n i n g  
o i l ,  g a s ,  o r  m i n e r a l s ;  o r

(B) h av e  been  found by th e  a d m in is t r a to r  upon w r it te n  ap p lic a tio n  
to be s u b s ta n tia l ly  eng ag ed  in  th e  b u s in e s s  o f ex p lo r in g  for, m in ing , 
p roducing, o r re f in in g  oil, gas, o r m in e ra ls  so a s  n o t to re q u ire  th e  
p ro tec tio n  p rov ided  by AS 45.55.070.

(c) In a n y  p roceed ing  u n d e r th is  ch ap te r, th e  b u rd en  o f p rov in g  an  
ex em p tion  o r an  excep tio n  from  a  d e f in itio n  is upon th e  person  c la im ­
ing  it.

(d) T h e  a d m in is t r a to r  m ay  by o rd e r  d eny  o r revok e  a n  exem p tion  
specified  in (a)(5), (7) o r (11) o f  th is  sec tion  o r in  (b) o f th is  sec tion  w ith  
re sp ec t to a  specific se c u r i ty  o r tra n sa c tio n . T h e  o rd e r m ay  no t be 
e n te re d  w ith o u t a p p ro p r ia te  p r io r no tice  to a ll in te re s te d  p a r tie s , op­
p o r tu n i ty  for h ea rin g , and  w r it te n  f in d in g s o f facL and  conc lu sion s o f 
law, excep t t h a t  th e  a d m in is t r a to r  m ay  by o rd e r su m m a r ily  d eny  o r 
revok e  a n y  of th e  specified  ex em p tio n s p en d in g  fin a l d e te rm in a tio n  of 
a p roceed ing  u n d e r th is  sub sec tio n . U pon th e  e n try  o f a  sum m a ry  
o rder, th e  a d m in is t r a to r  sh a ll p rom p tly  no tify  a ll in te re s te d  p a r t ie s  
th a t  i t  h a s  been  en te re d  a n d  o f th e  re a so n s  for i t  a n d  t h a t  w ith in  15 
d ay s  o f th e  re c e ip t o f a  w r it te n  re q u e s t th e  m a t te r  w ill be se t dow n for 
h e a r in g . I f  no h e a r in g  is re q u e s ted  a n d  none  is o rde red  by th e  a d m in ­
is tra to r ,  th e  o rd e r rem a in s  in  effect u n t i l  i t  is  m odified o r v ac a te d  by 
th e  a dm in is tra to r . I f  a  h e a r in g  is re q u e s ted  o r o rdered , th e  a d m in is ­
tra to r ,  a f te r  no tice  o f and  o p p o r tu n ity  fo r h e a r in g  to  a ll in te re s te d  
persons, m ay  m odify o r v ac a te  th e  o rd e r  o r e x tend  i t  u n t i l  fin a l d e te r ­
m in a tio n .

(e) A n o rd e r u n d e r  (d) of th is  sec tion  m ay  n o t o p e ra te  re tro ac tiv e ly . 
A person  m ay  n o t be con side red  to  h av e  v io la ted  AS 45.55.070 or 
45.55.150 by re a so n  o f a n  offer o r s a le  effected  a f te r  th e  e n try  o f an  
o rd e r u n d e r  th is  su b sec tio n  i f  th e  p e rson  s u s ta in s  th e  b u rd en  o f p roo f 
t h a t  th e  person  did n o t know , an d  in  th e  exe rc ise  o f re a so n ab le  c a re  
cou ld  n o t h av e  know n o f th e  o rder.

(f) T he a d m in is t r a to r  sh a ll by re g u la t io n  p resc rib e  a  sch edu le  of 
fees for e x am in a tio n  o r in v e s tig a tio n  o f c la im ed  exem p tion . (§ 302 ch 
198 SLA  1959; am  §8 3 —  11 ch  105 SLA  1961; am  § 1 ch 8 SLA  1966; 
am  § 1 ch 25 SLA  1968; am  §§ 11 —  13 ch 86 SLA  1972; am  § 15 ch 
218 SLA 1976; am  §§ 1 —  3 ch 132 SLA  1977; am  § 1 ch 56 SLA 1978; 
am  S 50 ch 94 SLA 1980; am  § 1 ch 87 SLA 1988)
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Effect o f am endm ents. —  The 1988 wrote subsection (a)(5) to the extent tha t a 
amendment, effective June 2, 1988, re- detailed comparison is impracticable.

S ec . 45.55.200. O rd e r s ,  in ju n c t io n ,  a n d  c iv il p e n a l t ie s ,  (a) I f  i t
a p p e a rs  to  th e  a d m in is t r a to r  t h a t  a p erson  h a s  en g ag ed  o r is ab o u t to 
eng ag e  in  a n  a c t o r p ra c tic e  in  v io la tio n  o f a p rov is io n  o f th is  c h a p te r  
o r re g u la t io n  o r o rd e r u n d e r  th is  chap te r, th e  a d m in is tr a to r  m ay

(1) in th e  p ub lic  in te r e s t  o r fo r th e  p ro tec tio n  o f in v es to rs , is su e  a n  
o rd e r

(A) d ire c tin g  th e  p e rson  to cease  an d  d e s is t from  co n tin u in g  th e  a c t 
o r p rac tice;

(B) d ire c tin g  th e  person , fo r a  p eriod  no t to  exceed th re e  yea rs, to 
file th e  a n n u a l repo rts, p rox ies, con sen ts o f a u th o riza tio n s , p roxy 
s ta tem en ts ,  o r o th e r  m a te r ia ls  r e la t in g  to p roxy  so lic ita tio n s  re q u ired  
u n d e r  AS 45.55.139 w ith  th e  a d m in is t r a to r  for e x am in a tio n  a n d  re ­
v iew  10 w o rk in g  d ay s  befo re a  d is t r ib u t io n  to sh a reh o ld e rs ; an d

(C) vo id ing  th e  p rox ie s o b ta in ed  by a  person  re q u ire d  to file u n d e r  
AS 45.55.139, in c lu d in g  th e ir  fu tu re  exe rc ise  o r ac tio n s  r e s u lt in g  from  
th e i r  p a s t exerc ise, i f  th e  p rox ies w ere  so lic ited  by m ean s  c f  a n  u n tru e  
o r m is le ad in g  s ta te m e n t p ro h ib ite d  u n d e r  A S  45.55.160; or

(2) b r in g  an  a c tio n  in  th e  su p e r io r c o u rt to en jo in  th e  ac ts  o r p ra c ­
tices an d  to en fo rce  com p liance  w ith  th is  c h a p te r  o r re g u la tio n  o r 
o rd e r u n d e r  th is  ch ap te r, a n d  upon  a  p rop e r show ing, th e  a p p ro p r ia te  
rem edy  m u s t be g r a n te d  a n d  a  re c e iv e r o r c o n se rv a to r m ay be a p ­
po in ted  fo r th e  d e fe n d an t o r th e  d e fe n d an t’s a sse ts ; th e  c o u rt m ay  n o t 
re q u ire  th e  a d m in is t r a to r  to  pos t a  bond.

(b) The a d m in is t r a to r  m ay  is su e  a n  o rd e r a g a in s t a n  app lican t, re g ­
is te red  person , o r o th e r  p e rson  who know ing ly  o r in te n tio n a lly  v io ­
la te s  th is  c h a p te r  o r a  re g u la t io n  o r o rd e r o f th e  a d m in is tr a to r  u n d e r  
th is  chap te r, im po s in g  a  civ il p en a lty  o f n o t m ore th a n  $2,500 for a 
s in g le  v io la tion , o r n o t m o re  th a n  $25,000 for m u lt ip le  v io la tions, in  a 
s in g le  p roceed ing  o r a  s e r ie s  o f re la te d  proceed ings.

(c) F o r v io la tio n s  n o t covered  by (b) o f th is  section , th e  a d m in is t r a ­
to r m ay  is su e  a n  o rd e r a g a in s t  a n  app lic an t, re g is te re d  person, o r 
o th e r  p erson  w ho v io la te s  th is  c h a p te r  o r a re g u la t io n  o r o rd e r o f th e  
a d m in is t r a to r  u n d e r  th is  ch ap te r, im po sing  a  civ il p en a lty  o f n o t m ore 
th a n  $500 for a  s in g le  v io la tion , o r n o t m ore  th a n  $5,000 for m u lt ip le  
v io la tions, in  a  s in g le  p roceed ing  or a  se r ie s  o f re la te d  p roceedings.

(d) Before is su in g  a n  o rd e r  u n d e r  (a)(1), (b), o r (c) o f th is  section, th e  
a d m in is t r a to r  s h a ll g iv e  re a so n ab le  no tice  of a n d  an  o pp o rtu n ity  for a  
h ea rin g . H ow ever, th e  a d m in is t r a to r  m ay  issue  a  tem po ra ry  o rd e r 
u n d e r (a)(1) o f th is  sec tion  p end in g  th e  h ea ring , w h ich  rem a in s  in 
e ffect u n t i l  10 d ay s  a f te r  th e  h e a r in g  is held  and  w h ich  becom es f in a l 
if th e  person  to w hom  no tice  is a d d re ssed  does not re q u e s t a  h e a r in g  
w ith in  15 d ay s a f te r  th e  re c e ip t o f notice. (S 30S ch 198 SLA 1959; am

§ 45 .55 .200  T r a d e  a n d  C o m m e r c e  § 45 .55 .200
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§ 44 .81 .010 A l a s k a  S t a t u t e s  S u p p l e m e n t S 44 .81 .010

Chapter 81. Commercial Fishing and Agriculture
Bank.

S e c t i o n
90. Term of office and removal 

210. Powers of the hank 
235. Limitations on pledge of permits 
270. Audit of hank

Section
10. Alaska Commercial Fishing and Ag­

riculture Bank 
20. Board of directors 
30. | Repealed |

Sec. 44.81.010. Alaska Commercial Fishing and Agriculture 
B an k , (a) T h e re  is e s ta b lish ed  th e  A la sk a  C om m erc ia l F is h in g  and  
A g r ic u ltu re  B ank . T he  exe rc ise  by th e  b a n k  o f th e  pow ers con fe rred  
by th is  c h a p te r  is con sidered  to  be fo r a  pub lic  purpose. T h e  b a n k  is 
e x em p t from  th e  p rov is ions o f AS 06.05 (A laska B an k in g  Code) and  
AS 10.15 (A laska C oopera tiv e  C o rp o ra tio n  Act) in th e  exe rc ise  o f 
pow ers g ra n te d  by th is  ch ap te r.

(b) F o r th e  pu rpo se  o f th e  fu n d in g  o f th e  b a n k ’s o pe ra tio n s, th e  
boa rd  o f d ire c to rs  m ay  issue  nonvo ting , p re fe rre d  sh a re s  o f s to ck  in 
th e  b an k  tn d  d e te rm in e  th e  v a lu e  of each  sh a re . T he  s ta te ,  th ro u g h  
a p p ro p r ia te  agenc ies, m ay  p u rc h a se  th e  nonvo ting , p re fe r re d  sh a re s  
is sued  by th e  b ank . S h a re s  p u rch a sed  by th e  s ta te  s h a ll b e  r e p u r ­
chased  by th e  b a n k  w ith in  20 y e a r s  a f te r  th e i r  p u rch ase . I f  th e  b an k  
fa ils  to  re p u rc h a s e  th e  sh a re s  w ith in  20 y ea rs, th e  com m iss ion e r o f 
com m erce a n d  econom ic d ev e lo pm en t m ay  d isso lve th e  b an k .

(c) [Repealed, § 43 ch 85 SLA 1988.] (§ 3 ch 159 SLA  1978; am  § 1 
ch 53 SLA  1979; am  § 12 ch  122 SLA  1980; am  § 1 ch 109 SLA  1981; 
am  § 65 ch 21 SLA  1985; am  § 1 ch  49 SLA  1987; am  § 43 ch 85 SLA 
1988)

Effect o f am endm ents. —  The 1985 
amendment inserted "and except that any 
filing fees shall be waived,” preceding 
"the bank is subject" in the next-to-last 
sentence of subsection (a).

The 19S7 amendment in subsection (a) 
deleted the former second sentence, which 
read "Except as otherwise provided in this 
chapter, and except th a t any filing fees

shall be waived, the bank is subject to the 
provisions of AS 10.15 (Alaska Coopera­
tive Corporation Act)" and in the last sen­
tence inserted "and AS 10.15 (Alaska Co­
operative Corporation Act).”

The 1988 amendment, effective June 2, 
1988, repealed formei subsection (c), re ­
lating to the purchase of preferred bank 
stock during 1979.

NOTES TO DECISIONS

S ta tu s fo r m aritim e fo reclo sure  p ro ­
ceedings. — The Alaska Commercial 
Fishing and Agriculture Bank is not a 
state agency (or purposes of maritime lien

foreclosure proceedings. Alaska Com. 
Fishing & Agriculture Bank v. O/S 
Alaska Coast, Sup. Ct. Op. No. 3027 (File 
No. S-892), 715 P.2d 707 (1986).

S ec . 44.81.020. B 
aged  by a  hoa rd  o f d 
m em b e rs  sh a ll be c;l 
o ne  o f  th e  e lec ted  bi 
b o a rd  m em bers  sh a l 
c h a se  o f a ll th e  non 
b an k  an d  p u rch a sed  
p le ted , a ll b oa rd  m i 
b ank . T h e  hoard  m 
am ong  th em se lv es. T 
th e  b ank .

(b) T h e  gov e rn o r s 
on th e  boa rd  w ill rem  
section . (§ 3 ch 159 £ 
SLA  1980; am  § 2 c

E ffect o f amendment! 
amendment in subsection 
former second, third and fi 
concerning initial appoin 
board and the apj/oir'men

Sec. 44.81.030. A ri 
SLA 1985.]

S ec . 44.81.090. T e  
b o a rd  s h a ll se rv e  fo r t 
s iv e  te rm s, T e rm s  sha 
who re le a se s  confidei 
com m its  se rio u s e th ic  
n e s s  to  se rv e  a s  a  m en 
ir re d e em ab ly  su b stam  
be rem oved  from  th e  
m em b e rs  o f th e  board, 
am  § 3 ch 49 SLA 1

E ffect o f am endments, 
amendment deleted the for 
fourth sentences, concerniu

Se c .  44.81.110. Co i

§ 44 .81 .020

Cited in Alaska Com. Fit 
culture Bank v. O/S Alask
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§ 44 .81 .020 S t a t e  G o v k h n m k n t 8 44 .81 .110

S ec . 44.81.020. H o a rd  o f  d i r e c to r s ,  (a) T h e  b an k  s h a ll be m an ­
aged  by a  boa rd  o f d ire c to rs  c o n s is tin g  o f sev en  m em bers. F iv e  hoard  
m em bers  sh a ll be e lec ted  by th e  m em bers  o f ih e  bank , w ith  a t  le a s t 
one of th e  e lec ted  board  m em bers  b e in g  a n  A lasku  fa rm e r, and  two 
board  m em bers  sh a ll be a p p o in ted  by th e  g ov e rn o r u n til th e  re p u r ­
ch a se  o f a ll th e  nonvo ting , p re fe r re d  s h a re s  in it ia lly  issued  by th e  
b a n k  and  p u rch a sed  by ag en c ie s  o f th e  s ta te .  A fte r re p u rc h a s e  is com ­
pleted, a ll boa rd  m em bers s h a ll be e le c ted  by th e  m em bers  o f th e  
b ank . T h e  boa rd  m em bers sh a ll a n n u a l ly  e lec t a  c h a irm u n  from 
am ong  th em se lv es . T he  p u rpo se  o f th e  bourd is to m an ag e  th e  a s se ts  o f 
th e  bank .

(b) T h e  gov e rno r sh a ll d e s ig n a te  th e  tw o m em bers w hose pos ition s 
on th e  board  w ill rem a in  a p p o in tiv e  for th e  period  s e t o u t in  (a) of Lhis 
section . (§ 3 ch 159 SLA  1978; am  § 2 ch 53 SLA  1979; am  $ 3 ch 51 
SLA  1980; am  § 2 ch 49 SLA  1987)

Effect o f am endm ents. —  The 1987 
amendment in subsection (a) deleted the 
former second, third and fourth sentences 
concerning initial appointments to the 
board and the appointment of an experi­

enced Alaska furmer, in the present sec­
ond sentence substituted "Five" for 
"Thereafter, five" and deleted "with at 
least 10 years ol Alaskan farm experi­
ence" following "Alaska farmer."

Sec. 44.81.030. Articles o f incorporation. IRepealed, § 66 ch 21 
S LA  1985.]

S ec . 44.81.090. T e rm  o f  o f f ic e  a n d  r e m o v a l .  T he  m em b ers  o f th e  
b o a rd  s h a ll se rv e  for te rm s  o f th r e e  y ea rs , a n d  th ey  m ay  s e rv e  succes­
s iv e  te rm s. T e rm s s h a ll b e  s tag g e red . A n e lec ted  m em ber o f th e  board  
w ho re le a se s  con fid en tia l in fo rm a tio n  in  v io la tio n  of AS 44.81.260, 
com m its se rio u s  e th ic a l m isconduc t t h a t  r e la te s  to th e  m em b e r’s f i t­
n e s s  to se rv e  a s  a  m em b er o f th e  board, o r m a in ta in s  a  ch ro n ic a lly  and  
ir re d e em ab ly  su b s ta n d a rd  b o rrow in g  re la t io n sh ip  w ith  th e  b an k  m ay  
be rem oved  from  th e  b o a rd  by  a f f irm a tiv e  vo te o f a  m a jo r ity  of th e  
m em bers  o f th e  board . (8 3 ch  159 SLA 1978; am  8 3 ch 53 SLA  1979; 
am  8 3 ch 49 SLA  1987)

Effect o f am endm ents. —  The 1987 
amendment deleted the former third and 
fourth sentences, concerning terms of of­

fice of initiul board members, added the 
last sentence and added "and removal" a t 
the end of the eatchlinc.

S ec . 44.81.110. C o m p e n s a t io n  o f  b o a r d  m e m b e r s .

NOTES TO DECISIONS

Cited in Alaska Com. Fishing & Agri­
culture Bank v. O.'S Alaska Coast. Sup.

Ct. Op. No. 3027 (File No. S-892), 715 
P.2d 707 (1986).

i 329



S 44 .81 .1 60 Al.A.SKA STATUTES  S U I' I' I.K M K N I i> 44.81.210 § 44 .81 .210
S e c .  4 4 . 8 1 . 1 6 0 .  I M e d g r  o f  t h e  s t a t e .
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Cited in Alnsku Com I’ltdiinj,' lit April• Cl, Op No. 0027 (Kile No. S-892), 715 
culture Hunk v O/S Alaska Count, Sup. IV.id 707 IlilHtii.

S e c .  4 4 . 8 1 . 2 1  i ) .  P o w e r s  o f  t h e  h a n k ,  t i t )  T h e  b a n k  m a y

(II m ak e  v a r ia b le  r a te  o r fixed r a te  lo an s to  in d iv id u a ls  who tire 
re s id e n ts  a n d  w ho a re  eng ag ed  in com m erc ia l a g r ic u l tu re  o r fish ing, 
in c lu d in g  h a rv e s te rs ,  p rocesso rs, su p p lie rs  a n d  m a rk e te rs ,  o r to  corpo ­
ra tio n s , p a r tn e r s h ip s  o r jo in t v e n tu re s  eng ag ed  in  com m erc ia l a g r ic u l­
tu r e  o r fish ing , th e  m a jo r ity  in te r e s t  o f w h ich  is b en e fic ia lly  ow ned by 
re s id e n ts  o f th e  s t a te  a nd  a m a jo rity  o f th e  ow ne rs  o f w h ich  a re  re s i­
d e n ts  o f th e  s ta te , i f  th e  re c ip ie n t o f th e  lo an  is a  m em ber o f th e  bank ; 
how ever, th e  b an k  m ay  m ak e  a  loan  u n d e r  th is  p a ra g ra p h  to  a  corpo­
ra tio n , p a r tn e rs h ip ,  o r jo in t v e n tu re  for th e  p u rc h a se  o f a  new  or 
e x is tin g  fish ing  vesse l o r for th e  r e p a ir  o r re n o v a tio n  of a n  ex is tin g  
fish in g  vessel, th e  p r im a ry  p u rp o se  o f w h ich  is to com m erc ia lly  h a r ­
v e s t f ish e ry  resources, only if  th e  co rpo ra tio n , p a r tn e rs h ip ,  o r jo in t 
v e n tu re  is w holly  ow ned and  con tro lled  by re s id e n ts  o f th e  s t a te  a n d  if 
th e  re c ip ien t o f th e  lo an  is a m em ber o f th e  bank ;

(2) m ak e  and  a l t e r  by law s n ec e ssa ry  o r d e s ira b le  to  c a r ry  o u t its  
co rp o ra te  func tions;

(3) e s ta b lish  am o rtiz a tio n  p la n s  for r e p a y m en t o f loans, w h ich  m ay 
in c lu d e  ex te n s io n s  fo r poor f ish in g  o r fa rm in g  seasons, o r fo r adv e rse  
m a rk e t cond itio n s for A la sk a n  p roducts;

(4) e n te r  in to  a g re em en ts  w ith  reg io n a l in s t i tu t io n s  o f th e  federa l 
fa rm  c red it sy stem , p r iv a te  le n d in g  in s t itu tio n s ,  and  o th e r  s ta te  a g en ­
c ies o r agenc ie s o f th e  fede ra l g ov e rnm en t, to c a r ry  o u t th e  p u rpo se s of 
th is  chap te r;

(5) adopt, a lte r, a n d  u se  a  co rp o ra te  seal;
(6) su e  an d  be su ed  in  th e  n am e  o f th e  b an k ;
(7) issue  bonds to c a rry  o u t a n y  o f its  c o rp o ra te  p u rp o se s and  

powers;
(8) sell, lea se  a s  le sso r o r lessee, exchange, dona te , convey or e n ­

cum be r in  an y  m a n n e r  by m o rtg ag e  o r by c re a tio n  of a n y  o th e r  secu ­
r i ty  in te re s t,  re a l o r p e rso n a l p ro p e r ty  ow ned by  it, o r in  w h ich  i t  h as 
a n  in te re s t,  w hen, in  th e  ju d g m en t o f th e  boa rd  o f d irec to rs, th e  ac tion  
is in  fu r th e ra n c e  o f i ts  co rp o ra te  purposes;
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(9) in c u r seconda ry  lia b ility  by g u a ra n ty  o r e n d o rsem en t o f th e  ob ­
lig a tio n s  o f a n o th e r  co rpo ra tio n  o r legul e n t i ty  w hen, in th e  ju d gm en t 
o f th e  boa rd  o f d ire c to rs , th e  ac tio n  is in fu r th e ra n c e  o f i ts  co rp o ra te  
purposes;

(10) m ake  lo an s a s  p rov ided  in (1) o f th is  su b se c tio n  in p a r t ic ip a tio n  
w ith  fin an c ia l in s t itu tio n s ,  a n d  e s ta b lish  an d  r e g u la te  th e  te rm s  o f th e  
loans;

(11) m ak e  c o n tra c ts  an d  execu te  in s t ru m e n ts  n ece ssa ry  o r conve­
n ie n t in th e  exe rc ise  o f its  co rp o ra te  powers;

(12) a cq u ire  by purchase , lease, b equest, dev ise, g ift, th e  sa tis fa c ­
tion  o f deb ts, o r th e  fo rec losu re  o f m o rtg ages, a n d  hold, m a in ta in ,  use, 
ope ra te , an d  convey re a l o r p e rson a l p rop e rty ;

(13) borrow  m oney an d  issue  secu red  and  u n secu red  ev id ence o f 
in d eb ted n ess  for a co rp o ra te  pu rpo se  o r to fund, re fund , pay, o r d is ­
c h a rg e  o u ts ta n d in g  ob lig a tion s, an d  e n te r  a g re em e n ts  a n d  con trac ts  
con ce rn ing  th e se  ob liga tions;

(14) secu re  th e  p ay m en t o f its  o b lig a tio n s by p ledge o r m o rtg ag e  o r 
o th e r  lien  on its  con trac ts , revenues, incom e, o r p rope rty ;

(15) app o in t officers, em ployees, t ru s te e s  for c e r tif ic a te  ho lders, an d  
agen ts , an d  p resc rib e  th e i r  pow ers and  d u tie s ;

(16) p rov ide te ch n ica l se rv ic e s  to  m em bers  o f th e  b an k ; fo r th e  p u r ­
pose o f th is  p a ra g ra p h , " te ch n ic a l se rv ic e s” in c lu d es se rv ic e s  th a t  w ill 
e n h an ce  th e  a b ili ty  o f th e  m em ber to o b ta in  f in an c ia l a s s is ta n c e  from  
th e  bank ;

(17) m ak e  loans, a s  p rov ided  in  (1) o f th is  sub sec tion , secu red  by 
lie n s  su b o rd in a te  to  v a lid  f ir s t lie n s  a n d  s e c u r i ty  a g re em e n ts  g ran te d  
to a  p r iv a te  le n d in g  in s t itu tio n ;

(18) p a r t ic ip a te  w ith  s ta te  d e p a r tm e n ts  a n d  ag en c ie s in  fo rm u la t­
in g  policy and  in  p la n n in g  for th e  d ev e lo pm en t o f com m erc ia l f ish ing  
a n d  a g r ic u l tu re  in  th e  s ta te ;

(19) do w h a t is n ece ssa ry  o; u k  ■« to c a r ry  o u t th e  co rp o ra te  
pu rpo ses a n d  pow ers exp re ssed  o r ju ^ . ie d  in  th is  ch ap te r;

(20) m ak e  lo an s to in d iv id u a l com m erc ia l f ish e rm en  for lim ited  
e n t ry  p e rm its ; a  lo an  u n d e r th is  p a ra g ra p h  m ay  be m ad e  on ly  to a n  
in d iv id u a l com m erc ia l f is h e rm an  w ho h a s  b een  a  s ta te  re s id e n t for a 
con tin uo u s period  o f two y e a rs  im m ed ia te ly  p re c ed in g  th e  d a te  of a p ­
p lic a tio n  for th e  loan; loons m ade  u n d e r  th is  p a ra g ra p h  a re  sub jec t to 
AS 44.81.230;

(21) indem n ify  d irec to rs, o fficers o r em p loyees o f th e  b an k  an d  th e ir  
h e irs, execu to rs a n d  a d m in is t r a to r s  a g a in s t a ll l ia b ili t ie s  a n d  re la te d  
expen ses in c lud ing , b u t n o t lim ited  to, c o u rt costs a n d  a tto rn e y  fees, 
ju d gm en ts , an d  th e  cost o f re a so n ab le  s e tt lem en ts ,  in c u rre d  by th em  
in  connection  w ith  o r a r is in g  o u t o f a n  a c tio n  o r p roceed ing  b ro u g h t 
a g a in s t th em  becau se  o f an  a c t o r om ission  in th e  p e rfo rm an ce  o f th e i r  
o fficial d u tie s  a s  d irec to rs , o fficers o r em p loyees o f th e  b an k  re g a rd le s s

§ 44 .81 .210  S t a t e  G o v e r n m e n t  § 44 .81 .210
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o f w h e th e r  th ey  w ere d irec to rs, o fficers o r em p loyees a t  th e  tim e th e  
expen se s o r l ia b ili t ie s  a re  in cu rred ;

(22) accep t th e  p ledge  o f a lim ited  e n t ry  p e rm it a s  se c u r i ty  for a 
lo an  m ade  u n d e r  th is  c h a p te r  sub ject lo th e  cond itions set o u t in AS 
44.81.2.30 —  44.81.250 on p ledges o f lim ited  e n try  p e rm its ;

(23) m ak e  a lo an  to a person, re g a rd le s s  o f residency, if  th e  hoard  of 
d ire c to rs  o f th e  b an k  d e te rm in e s  th a t th e  loan  is n ecessa ry  to p rese rv e  
th e  v a lu e  o f p ro p e r ty  held  by th e  h ank  a s  se c u r i ty  lo r a loan that, w as 
m ade  u n d e r  (1) o f th is  su b sec tio n  an d  th a t is in d e fau lt.

lb) T h e  p rov is io n s o f (n)(21) o f th is  sec tion  do n o t a u th o r iz e  th e  
b an k  to in d em n ify  a d irec to r, o fficer o r em p loyee o f th e  b ank  who is 
ad judged  lia b le  for n eg lig en ce  o r m isconduc t in th e  p e rfo rm an ce  o f 
official d u tie s .

(c) N o tw ith s ta n d in g  (a)(1) o f th is  section , th e  b an k  m ay  m ake  a 
v a r ia b le  o r fixed r a te  lo an  to  a  shore-based fish  p rocessor, a tim b e r 
processo r, o r a n  a g r ic u l tu ra l p rocesso r o r h a rv e s te r  th a t  does n o t m ee t 
th e  re s id e n t ow ne rsh ip  re q u irem e n ts  o f (a)(1) o f th is  sec tion  for cap ita l 
in v e s tm e n t o r o p e ra tin g  c a p ita l if  a fa c ility  o f th e  p rocesso r o r h a r ­
v e s te r  is lo ca ted  in th e  s ta te  a n d  th e  m a jo r ity  in te re s t in th e  p rocesso r 
o r h a rv e s te r  is b en e fic ia lly  ow ned by re s id e n ts  o f th e  U n ite d  S ta te s . 
(8 3 ch 159 SLA  1978; am  § 4 ch 53 SLA 1979; am  88 7 —  10 ch 51 
SLA  1980; am  8 6 ch 109 SLA  1981; am  8 52 ch 113 SLA  1982; am  
8 17 ch 67 SLA 1983; am  8 20 ch 79 SLA  1985; am  88 4, 5 ch 49 SLA 
1987; am  8 2 ch  52 SLA  1987)

C ross re ferences. —  I'or legislative 
findings in connection with the enactment 
of (c) of this section, see § 1, ch. 52, SLA 
1967, in the Temporary and Special Acts.

E ffect o f am endm ents. —  The 1985 
amendment added paragraph 123).

The first 1987 amendment in subsection 
(a) in paragraph (20) deleted "and who 
has had a crewmembtr or commercial 
fishing license under AS 16.05.480 or a 
perm it under AS 16.43 for the year imme­
diately preceding the date of application

and any other two of the past five years, 
and who has actively participated in the 
fishery during that period” following "ap­
plication for the loan” and "the provisions 
o f  preceding "AS 44.81.230”; and deleted 
"for the repair, restoration, or improve­
ment of a commercial fishing vessel or 
commercial gear, or for the construction 
or purchase of a fishing vessel” following 
"under this chapter" in paragraph (22).

The second 1987 amendment added sub­
section (c).
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culture Bank v. O/S Alaska Coast, Sup. P.2d 707 (1980).

Sec. 44.81.230. Loans for p u rch a se  o f A laska lim ited en try  
perm its.

NOTES TO DECISIONS

Cited in Anderson v. Anderson, Sup.
Ct. Op. No. 3172 (File No. S-1320), 730 
P.2d 320 (1987).

Sec. 44.81.235. L im ita tions on p ledge o f perm its, (a) T h e  b an k  
m ay  issue  a  lo an  secu red  by a  lim ited  e n try  p e rm it for

(1) pu rchase , re p a ir ,  re s to ra tio n , o r im p ro v em en t o f a  com m erc ia l 
f ish in g  vesse l o r com m erc ia l f is h in g  gear;

(2) con s tru c tio n  o f a  com m erc ia l f ish in g  vessel;
(3) w o rk ing  c ap ita l,  in c lu d in g  in su ra n c e  p rem ium s, fuel, b a it, an d  

b o a t s to ra g e  an d  la u n ch in g  expen ses; or
(4) p u rch a se  a n d  im p ro v em en t o f s e t  n e t s i te s  a n d  a sso c ia ted  eq u ip ­

m en t.
(b) A lim ited  e n try  p e rm it m ay  be used  a s  s e c u r i ty  for m o re  th a n  

one loan  i f  each  lo an  m ee ts  th e  re q u irem e n ts  o f (a) o f th is  section .
(c) A lim ited  e n t ry  p e rm it m ay  be u sed  a s  se c u r i ty  for a  lo an  to 

re f in an ce  e x is tin g  d eb ts  if  th e  p roceeds of each  o r ig in a l lo an  w e re  u sed  
in acco rdance w ith  (a) o f th is  sec tion . (§ 6 ch 49 SLA 1987)

S ec . 44.81.270. A udit o f  bank, (a) A t th e  d ire c tio n  o f th e  L eg is la ­
tiv e  B udg e t a n d  A u d it C om m itte e  u n d e r  AS 24.20.271, th e  le g is la tiv e  
a u d i to r  m ay  conduc t a n  a u d i t  o f th e  b ank . T h e  leg is la tiv e  a u d i t  d iv i­
s io n  h a s  free  access to a ll books and  p ap e rs  o f th e  b an k  th a t  r e la te  to 
its  b u s in e ss  a n d  books an d  p ap e rs  k e p t by a  d ire c to r, officer, o r em ­
p loyee re la t in g  to or upon  w h ich  a  reco rd  o f its  b u s in e s s  is kep t, an d  
m ay  sum m on  w itn e s s e s  a n d  a d m in is te r  o a th s  o r a f f irm a tio n s  in th e  
e x am in a tio n  o f th e  d irec to rs, officers, o r em p loyees o f th e  b a n k  o r any  
o th e r  p erson  in re la t io n  to its  a ffa irs, tra n sa c tio n s , a n d  cond itions, and  
m ay  re q u ire  and  com pel th e  p roduc tio n  of records, books, p ape rs, con­
tra c ts , o r o th e r  d o cum en ts  by co u rt o rd e r  if n o t v o lu n ta r i ly  produced .

(b) T he  b an k  sh a ll be a u d ite d  a n n u a lly  by in d ep en d en t o u ts id e  a u ­
d ito rs . T h e  le g is la tiv e  a u d i to r  m ay  con fer w ith  th e  o u ts id e  a u d ito rs  
a n d  rev iew  th e  w o rk p ap e rs  o f th e  aud it.

(c) The s ta te  b a n k  e x am in e rs  sh a ll p e rfo rm  a n  a n n u a l q u a l i ta t iv e  
e x am in a tio n  a n d  e v a lu a tio n  o f th e  b ank . T h e  com m ission e r o f com ­
m erce an d  econom ic d ev e lo pm en t s h a l l  a s se s s  th e  b an k  a fee e s ta b ­
lish ed  u n d e r  AS 06.01.010(b) for th e  a c tu a l exp en se s  in c u rre d  by th e  
D ep a r tm en t o f C om m erce an d  Econom ic D evelopm ent in connection



- § 44.83.020 A l a s k a  S t a t u t e s  S u p p l e m e n t i) 44.83.020 !; 44.83.030J
w ith  th e  ex am in a tio n . T h e  e x am in e rs  sh a ll re p o r t to th e  boa rd  of 
d ire c to rs  on th e  ex am in a tio n . T he  e x am in e rs  sh a ll p rep a re  a  su m ­
m a ry  re p o r t e v a lu a tin g  th e  b a n k ’s lo an  portfo lio  q u a l i ty  on a  s t a t i s t i ­
ca l b as is  a n d  ad d re s s in g  th e  a p p ro p r ia te n e s s  and  e ffec tiv eness o f th e  
b a n k ’s policies, p rac tices, an d  m an ag em en t w ith in  th e  con tex t o f th e  
b a n k ’s s ta tu to ry  pu rposes. T h e  e x am in e rs  sh a ll d is t r ib u te  cop ies of 
th e  sum m a ry  re p o r t to  th e  bank , th e  leg is la tu re , and  th e  governor.
(§ 8 ch 109 SLA 1981; am  § 7 ch 49 SLA  1987; am  §8 40, 41 ch 85 
SLA  1988)

Effect o f am endm ents. —  The 1987 scribed by AS 24.20.27," und deleted the
amendment added subsections (b) and tc). former last sentence in Bubscction lb), f

The 1988 amendment, effective June 2, which read "At the direction of the l.cgis- 
1988, rewrote the first sentence in subsec- lativc Budget and Audit. Committee under 
tion (a), which read "The legislative audi- y\S 24.20.271. lb? •''"'dative auditor mn«
tor may cause the bank to be audited in comjucl nr aU(iit 0r the bank."
the manner and under the conditions pre-

NOTES TO DECISIONS

Cited in Alaska Com. Fishing & Agri- Ct. Op. No. 3027 (File No. S-8i2), 715
culture Bank v. O/S Alaska Coast, Sup. P.2d 707 '1986).

C hap te r 83. A laska P ow er Authority.
A rtic le
2. Purpose and Powers (§ 44.83.090)
4. Power Cost Equalization Program (§§ 44.83.162, 44.83.165)
6, General Provisions (§S 44.83.187, 44.83.195, 44.83.224)
9. Energy Program for Alaska (§8 44.83.386, 44.83.398, 44.83.410 —  44.83.425)

NOTES TO DECISIONS

A utho rity  no t suab le  in federa l 
court. —  The Alaska Power Authority 
cannot be sued in federal court as it can­
not be considered a citizen for purposes of 
the diversity statute, 28 U.S.C. § 1332,

and, as a state agency, it enjoys the pro­
tections of the eleventh amendment. M-K 
Eng’g Co. v. Alaska Power Auth., 662 F. 
Supp. 303 (D. Alaska 1986).

A r t ic le  1. C r e a t io n  a n d  O rg a n iz a t io n .

S ec . 44.83.020. C r e a t io n  o f  a u th o r i ty .

NOTES TO DECISIONS

Quoted in M-K Eng'g Co. v. Alaska 
Power Auth., 662 F. Supp. 303 (D. Alaska 
1986).

S ec . 44.83.030.

S tated  in M-K Ei 
Power Auth., 662 F. S 
1986).

/

Section
90. Power contracts a 

lie Utilities Coi

S ec . 44.83.070.

S tated  in M-K Kni 
Power Auth., 062 F. Su 
1986).

S ec . 44.83.080.

Opinions o f n ttornc 
authority may reimbur 
for (1) time spent in ad

S tated  in M-K Eng 
Power Auth., 662 F. Su| 
1986).

Sec . 44.83.090. ] 
t i e s  C om m iss io n ,  
m e thod s w h ich  i t  n 
m un ic ip a l e lectric, 
tr ie  u t i l i t ie s  a n d  re. 
rized by law  to eng 
re a son ab le  sh a re  oi 
in  a  project, o r for i 
cau se  th e  pow er to 1 
th e  full cost o f th e  e 
in g  costs, d eb t cove 
and  o th e r  cha rg es 
44.83.425. E xcep t 
44.83.380 —  44.83.- 
and  d is tr ib u t io n  of 
capac ity  o f i t  sh a ll

334
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EXAM INER 'S  COMMENTS AND CO N CLUS IO N S
N U M B E R

s c o p e  o f  e x a m i n a t i o n

Iri compl iance  w i th  Chapter  81 o f  the Alaska S t a t u t e s  as amended June 6, 1987, an 
examinat ion  o f  the  Alaska Commercial F i s h in g  and A g r i c u l t u r a l  Bank was performed by the 
Department o f  Commerce and Economic Development,  D i v i s i o n  o f  Banking, S e c u r i t i e s  and 
C o rp o ra t io n s ,  t h a t  c o n ta in s  f i n a n c i a l  in fo rm at ion  prepared in a c co rdance  w ith  g en e ra l l y  
a c cep ted  a c coun t ing  p r i n c i p l e s .

LOAN PORTFOLIO

A n a ly s i s  o f  the examination r a t i o s  i n d i c a t e  improvement in the q u a l i t y  o f  the loan 
p o r t f o l i o  s in c e  the  f i r s t  examination on A p r i l  29, 1985. The r a t i o  o f  adverse ly  
c l a s s i f i e d  loans to  t o t a l  loans decreased from 43.70% to  34.98% and the  r a t i o  o f  overdue 
loans to gross  loans decreased from 41.54% to  37.35%. While these  r a t i o s  are s t i l l  
c o n s id e red  to  be above the norms, the trend  shows d e f i n i t e  improvement.

Of the  $13,965,552 in adverse ly  c l a s s i f i e d  loans , $12,761,018 are nonearning loans 
(nonac c rua l  l o a n s ) ,  and o f  t h a t  t o t a l ,  seven borrowers  a ccoun t  f o r  $10,814,726. These 
seven l ine s  were a l l  granted from 1981 to  1984, p r i o r  t o  the a r r i v a l  o f  the  presen t  
management team. S in ce  four  o f  the seven l i n e s  are in vo lved  in bankruptcy  proceed ings ,  
th e re  i s  l i t t l e  t h a t  p resen t  management can do to  a c c e l e r a t e  r e s o l u t i o n  o f  these  problem 
l i n e s .

The r e s e rv e  f o r  loan lo sses  has been in c rea sed  to $3,427,597, or  7.70% o f  t o t a l  loans, 
and g iven  loss c l a s s i f i c a t i o n s  o f  $1,891,586 appear adequate to  prov ide  the  necessary  
loss  p r o t e c t i o n .

BANK POLICIES  AND PRACTICES

S in c e  1984, the  sen io r  management o f  the  bank has been e n t i r e l y  r ep la ced .  As ev idenced 
by the  examination r a t i o s  and t ren ds ,  th e re  has been s i g n i f i c a n t  improvement in  the 
bank's performance. The problem loans have been i d e n t i f i e d  and are being handled as 
well  as c i r cu m s ta n ce s  permit .  In a d d i t i o n ,  a new loan p o l i c y  was adopted, and the  loan 
approval procedure  i s  more c l o s e l y  c o n t r o l l e d  and monitored.

I t  i s  d i f f i c u l t ,  a t  b e s t ,  to  make the  h igh e r  c r e d i t - r i s k  loans as mandated by s t a t u t e  
and s t i l l  remain a v ia b le  bus iness .  The nonearning loans are the la r g e s t  impediment to 
more p r o f i t a b l e  opera t ions  and the  ac cum ula t ion  o f  c a p i t a l  to  prov ide  f o r  growth and to 
meet s t a t u t o r y  o b l i g a t i o n s .  The in c r ea sed  c o m p e t i t i o n  from commercial  banks and o the r  
s t a t e  programs has taken some o f  the b e t t e r  q u a l i t y  cus tom ers ,  and the bank must contend 
with  borrowers o f  g rea te r  c r e d i t - r i s k ,  a h igher  c o s t - o f - f u n d s ,  and the nonearning 
loans. Given the  depressed economy, th e re  i s  l i t t l e  more t h a t  can be done. However, 
w i th  the  presen t  p o l i c i e s  and p r a c t i c e s ,  the  c o n d i t i o n  o f  the bank i s  such th a t  i t  
appears capable  o f  w i ths tand ing  the  c u r r e n t  economic depress ion .

S t a t e  B a n k i n g  A u t h o r i t y

Frank J .  Puschak by: Te

Examiner ( S ig n a tu r e ^

FOIC 6300/03A(1.g3l̂

Regional D irector



STATEMENT OF FINANCIAL POSITION
N U M B E R

T Y P E :  0 .
Regu lar

D A T E :
11/30/87

A SS ET S A M O U N T % L I A B I L I T I E S  A N D  C A P I T A L A M O U N T %

Net loans ana leases 41,113 84 Co'e deposits
Securities over one year

Subtotal 41,113 84 Time deposits over 100M
Oeposits held in foreign offices

Interest-bearing deoository balances Federal funds purchased and repos
Federal lunds sold and repos Other borrowings lincludes note optionl 20,213 41
Trading account assets Volatile liabilities 20,213 41
Oebt securities one year and less 5,390 11

Temporary investments 5,390 11 Acceptances outstanding
TOTAL EARNING ASSETS 46,503 95 Other liabilities 878 2

TOTAL LIABILITIES 21,091 43
Cash and noninterest-bearing depository balances 961 2
Acceptances (customers' liabilityl Mortgages and capitalized leases
Premises, fixed assets, and capitalized leases 250 ni 1 Subordinated notes and debentures
Other real estate owned TOTAL LIABILITIES AND DEBT 21,091 43
Investments in unconsolidated subsidiaries
Intanaible assets Limited life preferred stock 31,800 65
Other assets 1,506 3 total EQUITY CAPITAL (3 ,671) 8

T O T A L  AS SE T S 49,220 100% T O T A L  L I A B I L I T I E S  A N D  C A P I T A L 49,220 100%
M E M O R A N D U M  I N F O R M A T I O N  (Include i h e  a m c  — is of brokered depos i ts  m atu r i n g  in one  year  or less and  ove r  one  year . I

*  Matures on or  be fo re  Ju ly  20, 2000

S U M M A R Y  O F  ASSETS  S U B J E C T  T O  A D V E R S E  C L A S S I F I C A T I O N  O R  S P E C I A L  M E N T I O N
.  .

ASSET CATEGORY
.................

Special Mention

-------------------------------

Substandard

--------------------

Doubtful Loss

--------------------------------

| Total Classified

Loans 12,283 1,682 13,965
Rece iva b le s 1,615 1,615
Other A sse ts 83 209 292

i
it
i
i
l

Totals - Current  Ex am in a t i o n 13,981 1,891 15,872
Totals at 4 / 2 y / 8 b examinat i on 3b,891 3,317 39,208
Totals at examinat i on 1 ! !
Totals at examinat i on

i i i 
! ! 1

E X A M I N A T I O N  R A T I O S  A N D  T R E N D S

RATIOS Current Exam. Prior Exam. Prior Exam.
■
Prior Exam.

11/30/87 4/29/85

Adversely Classified Assets Total Assets

Adversely Classified Loans and Leases Total Loans ana ceases

Overcue Loans and Leases Gross Loans and Leases

32.25%

34.98%

37.36%

38.78% 

43.70% 

41.54%
‘

C O M M E N T S :

Examination r a t i o s  in d i c a t e  improvement in  reduc ing  a d v e r se ly  c l a s s i f i e d  loans  and a s s e t s .

FDlC 6JCO 04 ,4 651
2



A N A L Y S E  O F  BANK EARNINGS
1-------- NUMBER

COMPARATIVE STATEMENT OF INCOME INTERIM
1986 1985 1984TYPE: 1 1 - JU-oT

Interest Income 5,574 6,284 10,504 12,911

Interest Expense 2,240 3,766 6,267 8,387
Net Interest Income 3,334 2,575 ""47237 4,324

Non-interest Income 
Overhead Expense 2,440 1,932 2,888 3,260

Provision for Loan and Lease Losses 75 50 1,235 11,242
Provision for Allocated Transfer Risk
Securities Gains (Losses)

Net Operating Income (Pre-Tax) 
Applicable Taxes

Net Operating Income (After Tax)

819
19

536
226

114
32

(9,978)

800 310 82 (9,978)

Extraordinary Credits (Charges), Net of 
Tax Effect 19 226 32

Net Income 
Other Increases/Decreases

819
209

536
220

114
(348)

(9,978)
(234)

Cash Dividends
Net Change in Equity Capital Accounts 1,028 756 (234) (10,212)

C O M P O N E N T  R A T I O S  A N D  T R E N D S

R A T I O S B A N K
11-30-87 1986* 1985* 1984*

Net Operat ing I n c o m e  to Average Assets  

N et  Interest I n c om e  (TE) to Average Earni ng Assets 

Overhead  Expense to Average Assets 

Net I n co m e  to Average  Total Equi ty

1.59%

6.51%

4.85%

3.00%

0.48%

4.14%

3.02%

2.01%

0.09%

4.87%

3.12%

0.43%

(8.72)%

4.22%

2.85%

(31.49)%

C O M M E N T S :

* Based upon year-end  data.
Trend a n a ly s i s  i n d i c a t e s  improved earn ings ,  but the in c r e a s in g  t rend in overhead expenses 
means t h a t  overhead should be reviewed with  the  goal o f  reduc ing  expenses.

ANALYS IS O F  L O A N  A N D  L EA SE  R E S E R V E S

R E C O N C I L E M E N T T O  D A T E 19c. 1985 ' r  1984
Beginn i ng Balance 3,791 3,44* 5, J l t f 4,140

Gross  Loan  an d  Le as e  Losses 125 889 3,486 10,534

Recove r i e s

oo 688 375 470

Net Loan  a n d  Le as e  Losses  (Recover ies) (62) 201 3,111 10,064

Provi si on for Loan  a nd  Le as e  Losses 75 50 1,235 11,242
Other  Increases (Decreases) 

En d i ng  Balance 3,428 3,291 3,442 5,318

C O M P O N E N T  R A T I O S  A N D  T R E N D S

R A T I O S B A N K
11-30-87 i y«b iydb iy84

Loss Reserve to Total Loans  and  Leases  

Net Losses to Ave rage Total Loans and Leases  

Recover ies  to Prior Period Losses  

Earn i ngs  Cove rage  of Net  Losses (X)

7.70%
(0.14)%
21.03%

(13.20)

7.41%
N/A

19.74%
2.67

5.22%
N/A
3.56%
0.37

5. 61% 
N/A 
N/A 
N/A

COMMENTS:
N/A - Not A v a i la b l e .

A r a t i o  o f  7.70% f o r  loss  reserve  to t o ta l  loans i n d i c a t e s  a c o n s e r v a t i v e  and adequate leve l  

o f  re se rves .
FDlC 6300-06,3-841

- 3 -
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ALASKA COMMERCIAL FISHING I AGHICUI HIRE BANK

Executive Message to Members

M a y  11. 1988. m a r k e d  t h e  c l o s e  o l  C F A B ’s  H i s t  t w e l v e ­
m o n t h  f i s c a l  y e a r  a f t e r  s e v e n  y e a r s  o f  o p e r a t i n g  o n  a  c a l e n ­
d a r  y e a r  b a s i s  a n d  a f i v e - m o n t h  t r a n s i t i o n  y e a r " w h i c h  
e n d e d  o n  M a y  I I ,  1987 W h i l e  t h a t  m a k e s  c e r t a i n  k i n d s  o f  
c o m p a r i s o n s  d i f f i c u l t  y o u r  B o a r d  o f  D i r e c t o r s  a n d  m a n a g e ­
m e n t  a r e  p l e a s e d  w i t h  t h e  r e s u l t s  o l  t h e  y e a r  j u s t  e n d e d  a n d  
w i t h  t h e  i d e n t i f i a b l e  a n d  m e a s u r a b l e  i n d i c a t i o n s  o f  c o n ­
t i n u e d  p r o g r e s s .

O p e r a t i n g  R e s u l t s  a m i  E f f e c t s

A s  s h o w n  i n  t h e  F i n a n c i a l  R e p o r t s  s e c t i o n  o f  t h i s  A n n u a l  
R e p o r t ,  C F A B ' s  F i s c a l  1988 o p e r a t i o n s  r e s u l t e d  i n  a b o u t  
$2/110 .200 o f  p r o c e e d s  b e f o r e  n o n - r e c u r r i n g  i t e m s  a n d  
b e f o r e  t h e  i m p u t a t i o n  o f  a n y  i n c o m e  t a x  e f f e c t .  T h e r e  w a s  
o n e  p a r t i c u l a r l y  d i s t r e s s i n g  a n d  c o s t l y  e x t r a o r d i n a r y  e v e n t :  
In l a t e  1987 a n  A n c h o r a g e  S u p e r i o r  C o u r t  j u r y  c o n c l u d e d  
t h a t ,  s e v e r a l  y e a r s  e a r l i e r ,  C F A B  h a d  n e g l i g e n t l y  a n d  
i m p r o p e r l y  r e s p o n d e d  t o  d e v e l o p m e n t s  a n d  c i r c u m s t a n c e s  
w h i c h  i n v o l v e d  a  m u l t i p l i c i t y  o f  p a r t i e s ,  a  l o a n  p r o p o s a l  t o  
f i n a n c e  a  v e s s e l  r e f u r b i s h i n g ,  a n d  a n  u n d i s c l o s e d  s e a m a n ' s  
l i e n .  T h e r e  w e r e  $ 6 8 8 ,5 0 0  o f  n e t  p r o c e e d s  a v a i l a b l e  a f t e r  
t h e  e f f e c t s  o f  t h a t  j u d g m e n t ,  a n d  t h e  B o a r d  o f  D i r e c t o r s  
a c t e d  t o  a p p l y  t h a t  a m o u n t  t o  r e d u c t i o n  o f  t h e  u n a l l o c a t e d  
a n d  u n d i s t r i b u t e d  1984 l o s s .  O n e  o f  o u r  m a j o r  o b j e c t i v e s  
c o n t i n u e s  t o  b e  t o  a m o r t i z e  t h a t  l e s s  i n  a  m a n n e r  w h i c h  w i l l 
e q u i t a b l y  s p r e a d  t h e  b u r d e n  o v e r  a  n u m b e r  o f  y e a r s .

T h e  g r a d u a l  r e d u c t i o n  o f  t h a t  u n a l l o c a t e d  a n d  u n ­
d i s t r i b u t e d  1984 l o s s  p r o d u c e s  a  c l e a r  b e n e f i t  t o  e x i s t i n g  
a n d  f u t u r e  C F A B  m e m b e r - b o r r o w e r s .  B u t  t h e  e f f e c t  o f  t h a t  
b e n e f i t  i s  d i f f u s e d :  n o  m e m b e r - b o r r o w e r  i s  a b l e  t o  i d e n t i f y  
o r  c a l c u l a t e  a  s p e c i f i c  e f f e c t  o n  h i s  o r  h e r  l o a n  a c c o u n t .  
H o w e v e r ,  t h e  f a c t o r s  a n d  e v e n t s  w h i c h  l e d  t o  t h a t  r e d u c t i o n  
d o  in  f a c t  h a v e  t h e  a d d i t i o n a l  e f f e c t  o f  l e s s e n i n g  t h e  
d e m a n d s  C F A B  m u s t  m a k e  o n  t h o s e  m e m b e r - b o r r o w e r s .  
A c c o r d i n g l y ,  w e  w e r e  p l e a s e d  t o  a n n o u n c e  a  'A p e r c e n t  
i e d u c t i o n  i n  C F A B ' s  V a r i a b l e  B a s e  I n t e r e s t  R a t e  e f f e c t i v e  Ju ly 
1, 1988. F u r t h e r m o r e ,  a s  t h i s  m e s s a g e  i s  b e i n g  w r i t t e n  t h e r e  
a r e  p l a n s  t o  i m p l e m e n t  a  s e c o n d  r e d u c t i o n ,  a l s o  '/: p e r c e n t ,  
e f f e c t i v e  S e p t e m b e r  I. 1988.

T h e  T r e n d  T o w a r d  F i n a n c i a l  S t a b i l i t y

W h a t  w e r e  t h e s e  " ( a c t o r s  a n d  ’ e v e n t s "  w h i c h  a r e  n o w  
g e n e r a t i n g  b e n e f i t s  a n d  r e l i e v i n g  p r e s s u r e s  f o r  C F A B  a n d  i t s  
m e m b e r - b o r r o w e r s ?  T h e  a n s w e r  c a n  b e  l o u n d  in  a  r e v i e w  o f  
e a r l i e r  A n n u a l  R e p o r t s .  S i n c e  1984. t h e r e  h a s  b e e n  i n  e a c h  
r e p o r t  t o  m e m b e r s  a  d i s c u s s i o n  o l  C F A B ' s  b u i d e n  o f  n o n ­
p e r f o r m i n g  l o a n s .  E a c h  o f  t h o s e  n o n - p e r f o r m i n g  l o a n s  
r e p r e s e n t s  d o l l a r s  w h i c h  C F A B  h a s  b o r r o w e d  a n d  o n  w h i c h  
it m u s t  p a y  i n t e r e s t :  b u t  s i n c e  t h e  n o n - p e r f o r m i n g  l o a n  i s  
n o t  i t s e l f  p r o d u c i n g  i n t e r e s t ,  C F A B  h a s  n e c e s s a r i l y  r e l i e d  o n  
o t h e r  r n e m b e r - b o r r o w e r s  t o  c a r r y  t h e  e x t r a  b u r d e n .  A n y  
i n t e r e s t e d  o b s e r v e r  o l  t h e  A l a s k a  c o m m e r c i a l  b a n k i n g  c o m ­
m u n i t y  o v e r  t h e  p a s t  s e v e r a l  y e a r s  c a n  u n d o u b t e d l y  u n d e r ­
s t a n d  a n d  a p p r e c i a t e  t h e  d a n g e r s  w h i c h  a n  e x c e s s i v e  
v o l u m e  o f  n o n - p e r f o r m i n g  l o a n s  p r e s e n t  f o r  a  l e n d i n g  
i n s t i t u t i o n ,

A l t h o u g h  t h i s  r e p o r t  t o  m e m b e r s  i s  a b o u t  C F A B ' s  o p e r a ­
t i o n s  i n  F i s c a l  1988, a  c l e a r e r  a n d  s o m e w h a t  m o r e  d r a m a t i c  
v i e w  o f  t h e  s i g n i f i c a n c e  o f  n o n - e a r n i n g  l o a n s  a n d  o f  t h e  s l o w  
a n d  d i f f i c u l t  p r o c e s s  o f  d e a l i n g  w i t h  t h e m  c a n  b e  g a i n e d  b y  
c o m p a r i n g  d a t a  a t  M a y  31. 1988, a n d  a t  M a y  31, 1985 
( w h i c h  w a s  n o t  a n  a u d i t  d a t e ) .  T h e  f o l l o w i n g  s c h e d u l e  s h o w s  
t h e  n u m b e r  o f  b o r r o w e r s  w i t h  n o n - e a r n i n g  l o a n s  o f  
$1 ,000 ,000 o r  m o r e :  $ 5 00 ,0 0 0  t o  $999 ,999 ; e t c .  a s  o f  t h o s e  
t w o  d a t e s .

May 31. 1985 May 31. 1988

Number ol Number ol
Size of Loan Accounts Borrowers Total Borrowers Total

Over SI.000 000 7 520,165,695 2 5 5.300.515
5500.000/5999,999 4 2 552 087 2 1.548.479
S2 50.000/5499.999 5 1 044.819 3 988.611
SI 00,000/5249,999 II 2 041.415 7 1.051.154
S50.000/S99 999 15 1.054.709 9 732.983
Under 550.000 24 507.587 19 424.833

Totals 00 527 900.312 42 510.046.605

T h e  r e d u c t i o n  o f  a b o u t  $ 17.9 m i l l i o n  i n  n o n - e a r n i n g  l o a n s  
d u r i n g  t h e  3 - y e a r  p e r i o d  i s  c e r t a i n l y  a  p o s i t i v e  i n d i c a t o r  o f  
C F A B ' s  r e l a t i v e  f i n a n c i a l  h e a l t h ,  b u t  u n l e s s  t h a t  r e d u c t i o n  
h a s  b e e n  t h e  r e s u l t  o f  c a s h  p r o c e e d s  o r  o f  c o n v e r s i o n  t o  a n  
i n t e r e s t - e a r n i n g  a s s e t  —  r a t h e r  t h a n  t h e  r e s u l t  o f  c h a r g e - o f f s  
o r  o f  a c q u i s i t i o n  o f  n o n - p r o d u c t i v e  c o l l a t e r a l  —  i t h a s  l i t t l e  
c o n s t r u c t i v e  e f f e c t .



T h e  s c h e d u l e  b e l o w ,  t h e n  s e r v e s  l o  m a k e  m o r e  e v i d e n t  
w h . i l  t i i e  u c l u . i t  e f f e c t  o l  I he* n o n - e a r n i n g  lo<m r e d u c t i o n  h a s  
b e e n .
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T h e  p o s i t i v e  c h a n g e  o l  n e a r l y  S2  i .0 m i l l i o n  I a n  a m o u n t  
w e l l  i n  e x c e s s  o l  t h e  $ 17 .9 m i l l i o n  r e d u c t i o n  i n  n o n - e a r n i n g  
l o a n s )  i s  a  m e a n i n g f u l  i n d i c a t i o n  o f  C F A B ' s  v i a b i l i t y  t o d a y .  
W e  b e l i e v e  a n d  i n t e n d  t h a t  F i s c a l  1989 w i l l  m a r k  t h e  t r a n ­
s i t i o n  f r o m  a  " r e h a b i l i t a t i o n "  m o d e  t o  o n e  o f  c o n t r o l l e d  
g r o w t h  f o r  C F A B .

A c h i e v e m e n t s  i n  O v e r h e a d  R e d u c t i o n s

T h e r e  i s  a n o t h e r  i m p o r t a n t  e l e m e n t  t o  C F A B ' s  r e c o v e r y  
in w h i c h  w e  t a k e  s p e c i a l  p r i d e  a n d  w h i c h  w e  m u s t  m e n t i o n .  
It w a s  e v i d e n t  t h r e e  a n d  o n e - h a l f  y e a r s  a g o  t h a t  C F A B ’s  
b a s i c  o p e r a t i n g  c o s t s  —  i t s  " o v e r h e a d "  —  n e e d e d  t o  b e  
d r a s t i c a l l y  r e d u c e d ,  e v e n  w h i l e  w e  w e r e  c o m m i t t i n g  m a j o r  
a n d  s o m e t i m e s  c o s t l y  r e s o u r c e s  t o  t h e  a d m i n i s t r a t i o n  a n d  
l i q u i d a t i o n  o f  n o n - p e r f o r m i n g  l o a n s .  T h o s e  o p e r a t i n g  
e x p e n s e s  h a d  a v e r a g e d  s l i g h t l y  m o r e  t h a n  $3 .2 m i l l i o n  
a n n u a l l y  i n  t h e  y e a r s  1981 t h r o u g h  1984 . In c a l e n d a r  1985. 
t h e y  w e r e  r e d u c e d  t o  $2 .8  m i l l i o n .  T h e r e  w a s  s i g n i f i c a n t  
r e d u c t i o n ,  t o  S I . 9 m i l l i o n ,  i n  c a l e n d a r  1986. F o r  t h e  f i v e -  
m o n t h  f i s c a l  " y e a r "  e n d i n g  i n  M a y  1987 t h o s e  e x p e n s e s  
w e r e  i n c u r r e d  a t  a n  a n n u a l i z e d  r a t e  o f  a b o u t  $2 .0  m i l l i o n .  
T h e  t o t a l  f o r  f i s c a l  1988 w a s  l e s s  t h a n  $1 .8  m i l l i o n .  T h a t  
r e p r e s e n t s  a  47 p e r c e n t  r e d u c t i o n  f r o m  C F A B ' s  p e a k  y e a r  
(19821 f o r  o p e r a t i n g  e x p e n s e s ,  a n d  t r a n s l a t e s  i n t o  $ 3 ,3 0 0  
l e s s  a n n u a l i z e d  c o s t s  f o r  ea ch  and  ev e ry  l o a n  o n  C F A B ' s  
b o o k s  a t  M a y  3 1 ,1 9 8 8 !

W h i l e  w e  t a k e  p r i d e  in  t h e  a c c o m p l i s h m e n t  j u s t  m e n t i o n ­
e d .  t h e r e  i s  g r e a t e r  p r i d e  i n  e m p h a s i z i n g  t o  y o u  t h a t  i t w a s  
e s s e n t i a l l y  a n  a c c o m p l i s h m e n t  o f  C F A B ' s  e n t i r e  s t a f f .  D i r e c ­
t o r s  a n d  m a n a g e r s  e s t a b l i s h  o b j e c t i v e s  a n d  p o l i c i e s ,  a n d  
p r o v i d e  d i r e c t i o n ,  b u t  i m p l e m e n t a t i o n  a n d  a c h i e v e m e n t  r e ­
q u i r e s  t h e  c o n s t a n t  a n d  c o m m i t t e d  e f f o r t  o f  e v e r y  s i n g l e  
s t a f f  m e m b e r  a t  e v e r y  l e v e l .  C F A B ' s  s t a f f  t o d a y  is  a  s m a l l

g r o u p ,  i n  n u m b e r s :  b u t  I t s  o v e r a l l  q u a l i t y  a n d  i t s  r e c o r d  o f  
a c c o m p l i s h m e n t s  a r e  a d m i r e d  w i t h i n  t h e  A l a s k a  f i n a n c i a l  
c o m m u n i t y  A s - o w n e r s  o f  G  A B ,  y o u  a l s o  s h o u l d  t a k e  p r i d e  
i n  t h a t  s t a l l

O t h e r  M e a s u r e s  o f  P r o g r e s s

T h e r e  a r e  a  n u m b e r  o f  o t h e r  m a t t e r s ,  w i t h  v a r y i n g  l e v e l s  
o f  s i g n i f i c a n c e  a n d  v i s i b i l i t y ,  w h i c h  d e v e l o p e d  o r  o c c u r r e d  
d u r i n g  F i s c a l  1988:

• A t  t h e  e n d  o l  t h e  y e a r ,  m e m b e r - b o r r o w e r s '  e q u i t y  
i n v e s t m e n t  u n d e r  t h e  " n e w "  C l a s s  B  P r e f e r r e d  S t o c k  p r o ­
g r a m  t o t a l e d  $ 1 .0 5 3 ,4 0 0 . W h i l e  t h e r e  i s  n o  s p e c i a l  m e a n ­
i n g  t o  t h a t  n u m b e r ,  w e  b e l i e v e  t h a t  e x c e e d i n g  $ 1 .0  m i l l i o n  
is  a  n o t a b l e  m i l e s t o n e  f o r  t h e  2 '/2- y e a r - o l d  p r o g r a m .

• A s  o f  N o v e m b e r  30. 1987, t h e  S l a t e  o f  A l a s k a ' s  b a n k  
e x a m i n e r s  p e r f o r m e d  t h e  f i r s t  a n n u a l  e x a m i n a t i o n  o f  C F A B  
i n  a c c o r d a n c e  w i t h  s t a t u t o r y  a m e n d m e n t s  p r o p o s e d  b y  
C F A B ,  a n d  p a s s e d  b y  t h e  l e g i s l a t u r e ,  in  e a r l y  1987. In e v e r y  
s u b s t a n t i v e  w a y .  t h e  e x a m i n e r s '  f i n d i n g s  a n d  r e p o r t  w e r e  
c o n s i s t e n t  w i t h  C F A B ' s  o w n  e v a l u a t i o n  o f  i t s  o v e r a l l  f i n a n ­
c i a l  c o n d i t i o n  a n d  o f  i t s  l o a n  p o r t f o l i o .

• C F A B ' s  B y l a w s  w e r e  a m e n d e d  b y  t h e  B o a r d  o f  D i r e c ­
t o r s  a n d  d i s t r i b u t e d  t o  a l l  m e m b e r s  i n  M a y .  T h e r e  w e r e  
n u m e r o u s  c h a n g e s .  P a r t i c u l a r  o b j e c t i v e s ,  w h i c h  w e  b e l i e v e  
w e r e  a c h i e v e d ,  w e r e  t o  m a k e  t h e  p r o c e d u r e s  f o r  
n o m i n a t i n g  D i r e c t o r  c a n d i d a t e s ,  a n d  f o r  t h e  e l e c t i o n  o f  
D i r e c t o r s ,  s i m p l e r  a n d  m o r e  e f f i c i e n t  a s  w e l l  a s  t o  m a k e  it 
m o r e  p r a c t i c a l l y  p o s s i b l e  f o r  any  i n t e r e s t e d  m e m b e r  t o  
b e c o m e  a  c a n d i d a t e .

• T h e  e x p o s u r e  a n d  d e l i v e r y  o f  C F A B ' s  c r e d i t  s e r v i c e s  t o  
p r o s p e c t i v e  a p p l i c a n t s  i s  b e i n g  e n h a n c e d  b y  o u r  d e v e l o p ­
m e n t  o f  a  L o a n  C o r r e s p o n d e n t  p r o g r a m .  T h i s  p r o g r a m ,  
s i m p l e  i n  c o n c e p t  b u t  w i t h  s i g n i f i c a n t  p o t e n t i a l  i m p a c t ,  
i n v o l v e s  t h e  s e l e c t i o n  a n d  d e s i g n a t i o n  o f  b u s i n e s s p e r s o n s  
o r  p r o f e s s i o n a l s  t o  a c t  a s  l i a i s o n s  o r  p o i n t s  o f  c o n t a c t  f o r  
C F A B  i n  f i s h i n g  c o m m u n i t i e s  a r o u n d  t h e  s t a t e .  T h e i r  r o l e  is 
t o  p r o v i d e  b a s i c  i n f o r m a t i o n  a b o u t  C F A B  t o  i n q u i r e r s  a n d  
t o  o f f e r  a s s i s t a n c e  in  o r g a n i z i n g  a n d  p r e p a r i n g  l o a n  a p p l i c a ­
t i o n s  a n d  s u p p o r t i n g  i n f o r m a t i o n ,  i n  c o m m u n i c a t i o n s  w i t h  
C F A B .  a n d  i n  f i n a l i z i n g  a  l o a n  t r a n s a c t i o n .  T h e y  a r e  n o t  
C F A B  e m p l o y e e s ,  a n d  t h e y  h a v e  n o  i n f l u e n c e  o n  C F A B ' s



d e c i s i o n - m a k i n g  p r o c e s s :  b u t  t h e y  c a n  b e  v i t a l  l i n k s  in  w h a t  
i s  s o m e t i m e s  a  c o n f u s i n g ,  i n t i m i d a t i n g ,  a n d / o r  c o s t l y  
a p p l i c a t i o n  p r o c e s s .  A s  o f  t h i s  w r i t i n g ,  C F A B  h a s  L o a n  
C o r r e s p o n d e n t s  i n  v a r i o u s  c o m m u n i t i e s  i n  S o u t h e a s t e r n  
A l a s k a  a n d  i n  t h e  P r i n c e  W i l l i a m  S o u n d .  S o u t h c e n t r a l ,  a n d  
K o d i a k  a r e a s  —  b y  t h e  e n d  o f  1988, w e  h o p e  t o  h a v e  t h e  
n e t w o r k  e x t e n d e d  i n t o  t h e  B r i s t o l  B a y  a r e a  a n d  W e s t e r n  
A l a s k a .

• F o r  a  p e r i o d  f r o m  D e c e m b e r  1983 t h r o u g h  t h e  e n d  o f  
1985, C F A B  h a d  i n  p l a c e  a  s u p p l e m e n t a l  m e m b e r  i n v e s t ­
m e n t  p r o g r a m  k n o w n  a s  t h e  " C  S t o c k  R e d e m p t i o n  P la n . ' ' It 
w a s  i n t e n d e d  t o  a c c e l e r a t e  t h e  a c c u m u l a t i o n  o f  m e m b e r -  
b o r r o w e r  e q u i t y ,  i n  a n t i c i p a t i o n  o f  t h e  f u t u r e  n e e d  t o  r e t i r e  
t h e  S t a t e ' s  e q u i t y  i n v e s t m e n t  i n  t h e  B a n k .  M e m b e r -  
b o r r o w e r s  w h o s e  l o a n s  w e r e  o b t a i n e d  o r  m o d i f i e d  d u r i n g  
t h e  p e r i o d  m e n t i o n e d  w e r e  p a r t i c i p a n t s  in  t h e  p r o g r a m  a n d  
c o n t i n u e d  t o  m a k e  t h e  r e q u i r e d  i n v e s t m e n t s ,  s o  l o n g  a s  
t h e i r  r e s p e c t i v e  l o a n s  w e r e  o u t s t a n d i n g ,  t h r o u g h  t h e  e n d  o f
1987.

B e c a u s e  o f  p e r c e i v e d  i n e f f e c t i v e  o r  i n a p p r o p r i a t e  f e a t u r e s  
o f  t h e  C  S t o c k  R e d e m p t i o n  P l a n .  C F A B ' s  n e w 1' C l a s s  B  
P r e f e r r e d  S t o c k  p r o g r a m  I m e n t i o n e d  e a r l i e r )  w a s  a d o p t e d  
i n  l a n u a r y  1986 a s  a  p r i m a r y  v e h i c l e  f o r  b o r r o w e r - m e m b e r  
e q u i t y  i n v e s t m e n t  i n  t h e  B a n k .  In e a r l y  1988 t h e  B o a r d  o f  
D i r e c t o r s  c o n c l u d e d  t h a t ,  a s  a  m a t t e r  o f  p r a c t i c a l i t y  a n d  
e q u i t a b i l i t y ,  t h e  r e l a t i v e l y  s m a l l  a m o u n t  —  $251 ,919 —  o f  C  
S t o c k  R e d e m p t i o n  P l a n  i n v e s t m e n t  s h o u l d  b e  r e t i r e d ,  w i t h  
t h e  p r o c e e d s  r e t u r n e d  t o  t h e  o w n i n g  m e m b e r - b o r r o w e r s .  
T h a t  w a s  a c c o m p l i s h e d  a s  o f  M a r c h  3 1; d e p e n d i n g  u p o n  t h e  
r e s p e c t i v e  c i r c u m s t a n c e s  o f  m e m b e r - b o r r o w e r s '  l o a n  
a c c o u n t s ,  t h e  p r o c e e d s  w e r e  p a i d  i n  c a s h  o r  a p p l i e d  t o  
o u t s t a n d i n g  b a l a n c e s  o r ,  i n  i n s t a n c e s  w h e r e  t h e  B a n k  h a d  
e a r l i e r  r e c o g n i z e d  a  l o s s  o f  p r i n c i p a l  o r  i n t e r e s t ,  w e r e  
t r a n s f e r r e d  t o  C F A B ' s  A l l o w a n c e  f o r  L o a n  L o s s e s  a c c o u n t .

• In l a n u a r y  1986, C F A B  i n t r o d u c e d  i t s  M o d i f i e d  L e v e l  
P a y m e n t  l o a n  p r o g r a m  —  a  f a i r l y  s i m p l e  c o n c e p t  w i t h i n  
w h i c h  a  l o a n ' s  r e p a y m e n t  i n s t a l l m e n t  a m o u n t s  w e r e  f i x e d  
f o r  t h r e e  y e a r s  a t  a  t i m e ,  e v e n  t h o u g h  t h e  i n t e r e s t  r a t e  m i g h t  
v a r y .  A t  t h e  t i m e  o f  i n t r o d u c t i o n ,  w e  b e l i e v e d  t h a t  l o a n  
s t r u c t u r e  m i g h t  a p p e a l  t o  s o m e  b o r r o w e r s  a s  a  d e s i r a b l e  
a l t e r n a t i v e  t o  t h e  t r a d i t i o n a l  r e p a y m e n t  r e q u i r e m e n t  o f  
f i x e d  p r i n c i p a l  a m o u n t s  p l u s  i n t e r e s t .  C F A B ' s  b o r r o w e r s  
h a v e  v o t e d  b y  t h e i r  a c t i o n s ,  h o w e v e r ,  a n d  b y  a n  o v e r w h e l m ­
i n g  m a r g i n  t h e y  h a v e  b e e n  s e l e c t i n g  t h e  M o d i f i e d  L e v e l  P a y ­
m e n t  p l a n  a s  m o s t  s u i t a b l e  t o  t h e i r  n e e d s .

• S i n c e  J u n e  1987 a n i l  a s  a  r e s u l t  o f  a m e n d m e n t s  t o  
C r A B ' s  s t a t u t e  p a s s e d  b y  t h e  1987 S t a t e  L e g i s l a t u r e ,  t h e  c i r ­
c u m s t a n c e s  u n d e r  w h i c h  C F A B  m a y  a c c e p t  a  L i m i t e d  E n t r y  
P e r m i t  a s  l o a n  c o l l a t e r a l  h a v e  b e e n  b r o a d e n e d .  W e  h a v e  
s e e n  a  c o n s i d e r a b l e  i n c r e a s e  i n  t h e  d e m a n d  f o r  s u c h  l o a n s ,  
a  t r e n d  t o w a r d  e s t a b l i s h i n g  p e r m i t s  a s  m o r e  u s e f u l  a s s e t s  
f o r  A l a s k a  f i s h e r m e n .

A s  t h e  p r i c e s  f o r  w h i c h  m a n y  p e r m i t s  a r e  t r a d e d  c r e e p  
h i g h e r ,  a n d  a s  a n  i n c r e a s i n g  n u m b e r  o f  t h e  e a r l i e s t  p e r -  
m i t h o l d e r s  r e a c h  r e t i r e m e n t  a g e ,  w e  h a v e  e n c o u n t e r e d  
m a n y  i n s t a n c e s  i n  w h i c h  t h e  p o t e n t i a l  o r  d e s i r e d  s a l e  o f  a  
p e r m i t  t o  a  y o u n g e r  l o c a l  f i s h e r m a n  —  f r e q u e n t l y  a  s e c o n d  
g e n e r a t i o n  m e m b e r  o f  t h e  s a m e  f a m i l y  —  c a n n o t  b e  c o m ­
p l e t e d  b e c a u s e  t h e  i n t e n d e d  b u y e r  is n o t  a b l e  t o  m a k e  a  
c a s h  p u r c h a s e  a n d  h a s  n o t  a c q u i r e d  s u f f i c i e n t  r e s o u r c e s  o r  
e x p e r i e n c e  t o  w a r r a n t  n o r m a l  f i n a n c i n g  b y  C F A B .  W e  h a v e  
d e v e l o p e d  a  c o n c e p t  u n d e r  w h i c h  w e  b e l i e v e  C F A B  c o u l d  
p r o p e r l y  a n d  c o n s t r u c t i v e l y  p r o v i d e  f i n a n c i n g  i n  c e r t a i n  o f  
t h o s e  c a s e s ,  b u t  t h e  c o n c e p t  c a n n o t  b e  i m p l e m e n t e d  
w i t h o u t  f u r t h e r  a m e n d m e n t  t o  C F A B ' s  s t a t u t e .  W e  i n t e n d  t o  
a s k  t h e  1989 S t a t e  L e g i s l a t u r e  f o r  t h o s e  a m e n d m e n t s .

The 1988 Annual Meeting

In 1986 a n d  1987, C F A B  h e l d  i t s  A n n u a l  M e e t i n g s  i n  t h r e e  
s e s s i o n s  e a c h  —  s e s s i o n s  w e r e  h e l d  i n  K e t c h i k a n ,  C o r d o v a ,  
S i t k a .  K o d i a k ,  a n d  A n c h o r a g e  ( tw ic e) . T h e  B o a r d  o f  D i r e c ­
t o r s  a n d  m a n a g e m e n t  c o n t i n u e  t o  b e  a t t r a c t e d  t o  t h e  
p h i l o s o p h i c a l  a r g u m e n t s  i n  f a v o r  o f  h o l d i n g  m e e t i n g  s e s ­
s i o n s  i n  l o c a l  c o m m u n i t i e s ,  b u t  i t h a s  n o t  b e e n  a  s u c c e s s f u l  
a p p r o a c h  i n  t e r m s  o f  o v e r a l l  a t t e n d a n c e .  W e  h a v e  c o n ­
c l u d e d  t o  h o l d  t h e  1988 m e e t i n g  in  o n e  s e s s i o n ,  i n  A n ­
c h o r a g e ,  o n l y :  b u t  w e  a r e  a l s o  e x p l o r i n g  t h e  f e a s i b i l i t y  o f  
r e - i n s t i t u t i r i g  l o c a l  a n d  i n f o r m a l  m e e t i n g s  t h r o u g h o u t  t h e  
y e a r ,  i n v o l v i n g  a  l i m i t e d  n u m b e r  o f  C F A B  p e r s o n n e l ,  i n  o r d e r  
t o  p r o v i d e  c o m m u n i c a t i o n s  o p p o r t u n i t i e s  f o r  m o r e  
m e m b e r s .  W e  w e l c o m e  m e m b e r s '  s u g g e s t i o n s .

P a u l  A .  H u p p e r t  

C h a i r m a n ,  B o a r d  o f  D i r e c t o r s

E d w a r d  E .  C r a n e  

P r e s i d e n t
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1988 Loan Activity and Economic Impact

C F A B ' s  B o a r d  o f  D i r e c t o r s  a n d  m a n a g e m e n t  c o n t i n u e  t o  
b e l i e v e  t h a t  t h e  v e r y  e x i s t e n c e  o l  t h e  B a n k  i s  a  m a j o r  a n d  
p o s i t i v e  f a c t o r  f o r  p a r t i c i p a n t s  i n  t h e  r e s o u r c e  i n d u s t r i e s  
w h i c h  it s e r v e s  —  p a r t i c u l a r l y  t h o s e  p a r t i c i p a n t s  i n  t h e  
s e a f o o d  i n d u s t r y ,  T h e  n u m b e r  o f  s o u r c e s  o f  f i n a n c i n g  l o  t h a t  
i n d u s t r y ,  e s p e c i a l l y  t o  t h e  h a r v e s t e r  s e g m e n t ,  i s  q u - T e  
l i m i t e d :  a n d  C F A B ' s  p r e s e n c e  i n  t h e  m a r k e t  p r o v i d e s  a  
s t r o n g  c o m p e t i t i v e  e l e m e n t .

D u r i n g  t h e  p a s t  t h r e e  t o  f o u r  y e a r s ,  t h e  f o c u s  o f  C F A B ' s  
s t a f f ,  a n d  o f  t h e  i n s t i t u t i o n  a s  a  w h o l e ,  h a s  b e e n  p r i m a r i l y  
o n  r e h a b i l i t a t i o n  a n d  o n  t h e  m a n a g e m e n t  o f  i t s  n o n - e a r n i n g  
l o a n  a c c o u n t s .  T h e  B a n k  h a s  n o t  b e e n  a g g r e s s i v e  in  s e e k i n g  
n e w  b u s i n e s s ,  a n d  i t a p p e a r s  t o  h a v e  b e e n  g e n e r a l l y  
p e r c e i v e d  o v e r  t h a t  p e r i o d  a s  a n  u n a t t r a c t i v e  l e n d e r .  C o n ­
s e q u e n t l y .  C F A B ' s  o u t s t a n d i n g  l o a n  v o l u m e  h a s  s h r u n k  
d r a m a t i c a l l y  s i n c e  a  y e a r - c n d  p e a k  o f  $103 .6 m i l l i o n  a t  
D e c e m b e r  31. 1983.

T h a t  s h r i n k a g e  s l o w e d  in  F i s c a l  1988. A t  M a y  31, o u t s t a n d ­
i n g  l o a n  b a l a n c e s  w e r e  a b o u t  6.1 p e r c e n t  l e s s  t h a n  a t  M a y  
3 1. 1987. T h e r e  w e r e  111 n e w  t e r m  l o a n s  m a d e  d u r i n g  F i s c a l
1988. T h o s e  l o a n s  t o t a l e d  a b o u t  $ 7 ,7 0 6 ,0 0 0 , o f  w h i c h  
$ 1 ,3 0 3 ,0 0 0  w a s  t o  r e f i n a n c e  e x i s t i n g  l o a n s ;  t h e  r e m a i n i n g  
$ 6 ,4 0 3 ,0 0 0  w a s  " n e w "  m o n e y .  O f  t h e  111 l o a n s  m a d e .  44 
w e r e  t o  e x i s t i n g  C F A B  m e m b e r s ,  b u t  67 i n v o l v e d  t o t a l l y  n e w  
m e m b e r s .  T h a t  l a t t e r  n u m b e r  i s  g r a t l f y i n g l y  h i g h  i n  c o m ­
p a r i s o n  t o  t h e  e x p e r i e n c e  o f  t h e  p r e v i o u s  t h r e e  y e a r s .

C F A B ' s  i m p a c t  i s  m a n i f e s t e d  i n  o t h e r  w a y s .  I n  a d d i t i o n  t o  
t h e  n e w  t e r m  l o a n s  m e n t i o n e d  a b o v e  ( m o s t  o f  w h i c h  w e r e  
t o  i n d i v i d u a l  f i s h e r m e n ) ,  t h e  B a n k  e s t a b l i s h e d  s e a s o n a l  
r e v o l v i n g  l i n e s  o f  c r e d i t  t o t a l i n g  $18.3 m i l l i o n  f o r  p r o c e s s o r s  
d u r i n g  F i s c a l  1988. N e a r l y  $17 m i l l i o n  o f  t h a t  a m o u n t  w a s  in 
t h e  s e a f o o d  i n d u s t r y :  t h e  r e m a i n d e r  w a s  f o r  t i m b e r  p r o c e s s ­
i n g .  A  m a j o r  p e r c e n t a g e  o f  t h e  d o l l a r s  b o r r o w e d  b y  t h e s e  
A l a s k a n  p r o c e s s o r s  i s  f o r  t h e i r  p u r c h a s e s  f r o m  f i s h e r m e n ,  s o  
C F A B ' s  p o s i t i o n  in  t h e  f l o w  o f  p r o c e e d s  t o  f i s h e r m e n  f r o m  
t h e  u l t i m a t e  p u r c h a s e r s  o f  f i n i s h e d  p r o d u c t s  i s  e x t r e m e l y  
i m p o r t a n t .
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Balance Sheets

M a y  3 1 ,_________D e c e m b e r  31.

A s s e t s
C a s h ......................................................
T e m p o r a r y  i n v e s t m e n t s  . . .
L o a n s  a n d  o t h e r  r e c e i v a b l e s ,  n e t  o l  a l l o w a n c e  l o r  l o a n  l o s s e s

o l  S2.I97.140. $3,367,869 a n d  $3.291.026................................
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  in  S p o k a n e  B a n k  f o r  C o o p e r a t i v e s  .................................
B a n k  p r e m i s e s ,  f u r n i t u r e  a n d  e q u i p m e n t ,  n e t
A c q u i r e d  a s s e t s  h e l d  l o r  s a l e  ...................................................
O t h e r  a s s e t s ........................................................................

1988 

$ 12 6 ,0 46

3 9 ,4 1 9 ,1 6 4
2 ,0 0 1 ,8 9 1
5 ,5 2 6 ,6 2 9

1 69 ,9 2 0
8 5 .5 8 9
13 ,389

1987

$ 7 315

4 1 ,0 1 0 ,5 5 3
2 .3 8 4 .1 9 6
5 .3 9 0 .5 4 8

2 9 7 .2 6 6
8 3 ,0 0 7
23,511

1986

$ 147 .410 
4 ,1 5 0 .0 0 0

41 130 ,799 
1 .306 ,952 
5 ,3 9 0 ,5 4 8  

351 ,874  
8 3 .0 0 7  
28 ,9 97

$ 4 7 ,3 4 2 ,6 2 8 $49 196 ,396 $ 5 2 ,5 8 9 ,5 8 7

L i a b i l i t i e s
A c c o u n t s  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 .................................................................. $ 138 ,482 $ 2 31 .5 23 $ 191 .979
A c c r u e d  i n t e r e s t  p a y a b l e  ...................................................................................................... 2 9 0 ,3 2 7 388 ,7 43 233 ,634
C l a s s  B  p r e f e r r e d  s t o c k  s u b s c r p t i o n s ........................................................................ ............ 5 ,7 0 0 60 ,163
N o t e s  p a y a b l e ................................................................................................................................. 18 ,649 ,657 21 .293 ,770 2 5 ,0 0 2 ,5 3 9

19 ,084 ,166 21 ,914 ,036 25 ,488 ,315

C o m m i t m e n t s  a n d  C o n t i n g e n t  L i a b i l i t i e s  ( N o t e  II

C a p i t a l  a n d  p a t r o n a g e
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  s t o c k .  $10 ,000 p a r  v a l u e ,

a u t h o r i z e d  4 ,0 0 0  s h a r e s ,  o u t s t a n d i n g  3 ,180 s h a r e s 3 1 ,8 0 0 ,0 0 0 3 1 .8 0 0 .0 0 0 3 1 ,8 00 ,000
C l a s s  B  p r e f e r r e d  s t o c k ,  $100 p a r  v a l u e ,  a u t h o r i z e d

4 0 0 ,0 0 0  s h a r e s ,  o u t s t a n d i n g  31 ,287.
39 ,693 a n d  40 ,4 10  s h a r e s ................................................................................................ ...............  3 ,1 2 8 ,7 0 0 3 ,9 6 9 ,3 0 0 4 ,04 1 .000

L o a n s  r e c e i v a b l e  o n  C l a s s  B  p r e f e r r e d  s t o c k ............................................................ ...............  (2 ,075 ,300) (3,448,7001 (3,698,500)
C l a s s  A  m e m b e r s h i p  s t o c k .  $10 p a r  v a l u e .

a u t h o r i z e d  10 ,000 s h a r e s ,  o u t s t a n d i n g  1,068,
1,001 a n d  9 75  s h a r e s ............................................................................................................ ............ 1 0 ,680 10 ,010 9 ,7 5 0

3 2 ,8 6 4 ,0 8 0 3 2 ,3 3 0 ,6 1 0 3 2 ,1 5 2 ,2 5 0
C  s t o c k  r e t i r e m e n t  p o o l ............................................................................................................ 2 5 1 ,9 1 9 184 ,930
C a p i t a l  i n  e x c e s s  o f  p a r  v a l u e ............................................................................................. 9 5 ,3 1 0 8 9 ,2 8 0 8 6 ,9 4 0
C o n t r i b u t e d  c a p i t a l ..................................................................................................................... ............  1 4 4 ,6 26 144 .626 144 .626

3 3 .1 0 4 ,0 1 6 32 ,8 1 6 .4 3 5 3 2 ,5 6 8 ,7 4 6

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 ................................................................................. 8 2 5 ,6 91 825 .691 825 ,691
N e t  p r o c e e d s ................................................................................................................................. 1 47 ,708 5 3 5 ,7 8 0
U n a l l o c a t e d  p a t r o n a g e  d e f i c i t ............................................................................................. ............  (5 ,671 ,245) (6.507.474) (6 ,828,945)

2 8 ,2 5 8 ,4 6 2 2 7 .2 8 2 ,3 6 0 27 ,1 0 1 ,2 7 2
$ 4 7 ,3 4 2 ,6 2 8 $ 4 9 ,1 9 6 ,3 9 6 $5 2 ,5 8 9 ,5 8 7

See notes to financial statements.
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Statements of Net Proceeds

Y e a r  e n d e d  
M a y  31,

F i v e  m o n t h s  
e n d e d  M a y  31,

Y e a r  e n d e d  
D e c e m b e r  31,

1988 1987 1986

I n t e r e s t  I n c o m e
I n t e r e s t  o n  l o a n s  a n d  o t h e r  r e c e i v a b l e s  
I n t e r e s t  o n  t e m p o r a r y  I n v e s t m e n t -

$ 5 ,7 1 2 ,0 9 1
3 ,707

$ 1 ,9 6 6 ,3 3 3
3 0 ,9 9 0

$6.1 19 .445 
i f> 5 .143

5 .7 1 5 .7 9 8 1 ,997 .323 6 .2 8 4 ,5 8 8

I n t e r e s t  e x p e n s e  
L o s s  o n  s a l e  o f  a s s e t s  
P r o v i s i o n  f o r  l o a n  l o s s e s

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

1451,699)

9 6 4 ,8 6 3
4 ,5 2 6

4 9 .3 0 0

3 .7 6 5 .9 0 0
1.347

5 0 .4 7 0

1 ,522,1 13 1 .018 .6 89 3 ,8 1 7 .7 1 7

4 ,1 9 3 ,6 8 5 9 78 .6 3 4 2 .466 .871

O t h e r  E x p e n s e s
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 ................................................  .........................................................
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  . ........................
T r a v e l ,  l o d g i n g  a n d  m e a l s ................................. ...........................................................................
P r o f e s s i o n a l  f e e s
O f f i c e  o p e r a t i o n s ..............................................................................................................................
A d v e r t i s i n g  a n d  p r o m o t i o n .........................................................................................................
D i r e c t o r s '  f e e s ........................................................................................................................................
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 ..................................................................  ...............................................................

1 ,2 3 3 ,6 9 7
170 ,808
9 2 ,0 8 6
5 9 ,0 8 9
5 8 ,1 4 9
4 7 ,1 8 2
4 1 .1 2 9
31 ,7 25
2 6 ,8 9 9
2 2 ,6 8 0

512,1 17 
8 2 ,5 9 9  
45 ,4 22  
2 5 ,3 7 0  
84 .4 15  
31 .951 
20 .832  
7 ,5 0 0  
14,399 
6,321

1 ,184 .7 60  
20 3 ,3 7 9  
131 ,789 
6 6 ,2 1 9  

1 10.181 
6 4 .2 4 6  
67 ,861 
2 5 ,6 5 0  
40 .4 84  
3 6 .5 22

1 ,7 8 3 ,4 4 4 8 3 0 .9 2 6 1.93 1.091

2 .4 1 0 .2 4 1 147 ,708 535 .7 8 0

U n u s u a l  I t e m  -  C o s t s  a n d  S e t t l e m e n t  o f  L i t i g a t i o n  ...................................................... 1 ,7 2 1 ,7 20

P r o c e e d s  b e f o r e  i n c o m e  t a x  e x p e n s e  a n d  e x t r a o r d i n a r y  c r e d i t ........................ 6 8 8 ,5 2 1 147 ,708 5 35 .7 8 0

I n c o m e  t a x  e x p e n s e ........................................................................................................................... 2 7 4 ,0 0 0 53 ,0 0 0 2 26 ,3 0 0

P r o c e e d s  b e f o r e  e x t r a o r d i n a r y  c r e d i t .................................................................................... 414 ,521 9 4 ,7 0 8 3 09 ,4 8 0

E x t r a o r d i n a r y  c r e d i t  —  U t i l i z a t i o n  o f  n e t  o p e r a t i n g  l o s s  c a r r y f o r w a r d 2 7 4 ,0 0 0 53 .000 22 6 ,3 0 0

N e t  P r o c e e d s  ........................................................................................................................................... •• $ 688 ,521 $ 147,708 $ 535 ,7 80

See notes to financial statements.
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Statements of Cfiamjes in Capital and Palromuje

C  s t o c k  C a p i t a l  i n  
S h a r e  r e t i r e m e n t  e x c e s s  o l
c a p i t a l  p o o l  p a r  v a l u e

B a l a n c e .  J a n u a r y  1, 1986
I s s u a n c e  ( r e d e m p t i o n )  o l  s t o c k  d u r i n g  d i e  y e a r :

C l a s s  B  p r e f e r r e d  s t o c k .  25, I t s  s h a r e s ,  n e t  
C l a s s  A  s t o c k ,  41 s h a r e s  

C  S t o c k  r e t i r e m e n t  p o o l :
C l a s s  B  p r e f e r r e d  s t o c k  a s s e s s m e n t s ,  n e t  o f  a s s e s s m e n t s  r e c e i v a b l e

R e d u c t i o n  i n  l o a n s  r e c e i v a b l e  o n  C l a s s  B  p r e f e r r e d  s t o c k ..................
L o a n  p r i n c i p a l  c h a r g e d  a g a i n s 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  .
N e t  p r o c e e d s  .......................................................................................................................................

$ 3 1 ,8 0 9 ,3 1 0

(2,543 ,5001
440

2 ,8 8 6 .0 0 0

$ 9 2 .1 5 2  

9 2 .7 7 8

$ 8 2 ,9 8 0  

3 .9 6 0

B a l a n c e ,  D e c e m b e r  31, 1986 3 2 , i  5 2 ,2 5 0 184 .930 8 6 ,9 4 0

A m o r t i z a t i o n  o f  u n a l l o c a t e d  p a t r o n a g e  d e f i c i t  
I s s u a n c e  ( r e d e m p t i o n !  o f  s t o c k  d u r i n g  t h e  p e r i o d :

C l a s s  B  p r e f e r r e d  s t o c k ,  717 s h a r e s ,  n e t ...............................................................
C l a s s  A  s t o c k ,  26 s h a r e s ...............................................................................................................

R e d u c t i o n  in  l o a n s  r e c e i v a b l e  o n  C l a s s  B  p r e f e r r e d  s t o c k ....................................
C  s t o c k  r e t i r e m e n t  p o o l :

C l a s s  B  p r e f e r r e d  s t o c k  a s s e s s m e n t s ,  n e t  o f  a s s e s s m e n t s  r e c e i v a b l e
P a t r o n a g e  r e f u n d s  p a i d .....................................................................................................................
N e t  p r o c e e d s ..........................................................................................................................................

(71,700)
2 6 0

2 4 9 .8 0 0

6 6 ,9 8 9

2 .3 4 0

B a l a n c e ,  M a y  31, 1987 ..................................................................................................................... 3 2 ,3 3 0 .6 1 0 25 1 ,9 1 9 8 9 ,2 8 0

A m o r t i z a t i o n  o f  u n a l l o c a t e d  p a t r o n a g e  d e f i c i t ...............................................................
I s s u a n c e  ( r e d e m p t i o n )  o f  s t o c k  d u r i n g  t h e  y e a r :

C l a s s  B  p r e f e r r e d  s t o c k .  8 ,4 0 6  s h a r e s ,  n e t .....................................................................
C l a s s  A  s t o c k ,  67 s h a r e s ...............................................................................................................

R e d u c t i o n  i n  l o a n s  r e c e i v a b l e  o n  C l a s s  B  p r e f e r r e d  s t o c k .......................................
C  s t o c k  r e t i r e m e n t  p o o l :

R e t i r e m e n t  o f  C l a s s  B  p r e f e r r e d  s t o c k  a s s e s s m e n t s  .............................................
N e t  p r o c e e d s  ..........................................................................................................................................
A m o r t i z a t i o n  o f  u n a l l o c a t e d  p a t r o n a g e  d e f i c i t ...............................................................

(840,600) 
6 7 0  

i . 3 7 3 ,4 0 0

(251.919)

6 .0 3 0

B a l a n c e ,  M a y  31 , 1988 $ 3 2 ,8 6 4 ,0 8 0 $ - $ 9 5 ,3 1 0

See notes to financial statements.



C o n t r i b u t e d
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

N e t
p r o c e e d s

U n a l l o c a t e d
p a t r o n a g e

d e f i c i t T o t a l

$ 14 4 , 6 2 b $ 1 ,0 4 5 ,3 6 5 $ •()• $(6 ,828 ,945) $ 2 6 ,3 4 5 ,4 8 8

(2.543 ,500)

4 ,4 0 0

(219,674)
535 .7 8 0

9 2 .7 7 8
2 .8 8 6 .0 0 0
(219.674)
5 3 5 .7 8 0

I 4 4 ,6 2 6

1

1

825 ,691 5 3 5 .7 8 0

(321.471)

(214,309)
147 .708

(6 ,828 .945)

321 .471

27 .1 0 1 .2 7 2

(71,700)
2 .6 0 0

2 4 9 ,8 0 0

6 6 .9 8 9
(214.309)
147 ,708

144 .626 825 .691 147 ,708

(147,708)

(6 ,507.474)

147 ,708

2 7 .2 8 2 .3 6 0

(840,600)
6 .7 0 0

1 ,3 73 .400

688 .521
(688.521) 688 ,521

(251,919)
688 ,521

$ 1 4 4 ,6 2 6 S  8 2 5 .6 9 1 $ - $ (5 ,671 ,245) $ 2 8 ,2 5 8 ,4 6 2
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S t a t e m e n t s  o f  C h a n g e s  i n  F i n a n c i a l  P o s i t i o n

S o u r c e  o f  F u n d s :
F r o m  o p e r a t i o n s

N e t  p r o c e e d s ...........................................
I t e m s  n o t  r e q u i r i n g  t h e  u s e  o f  f u n d 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
P r o v i s i o n  f o r  l o a n  l o s s e s  .................
L o s s  o n  s a l e  o f  a s s e t s .......................

F u n d s  p r o v i d e d  f r o m  o p e r a t i o n s
N e t  p r o c e e d s  f r o m  s a l e  o f  a s s e t s  ..........................
P r o c e e d s  f r o m  s t o c k  i s s u a n c e ................................................
D e c r e a s e  in  c a s h ..........................................................................
D e c r e a s e  in  t e m p o r a r y  i n v e s t m e n t s ..................................
D e c r e a s e  in  a c q u i r e d  a s s e t s  h e l d  l o r  s a l e .......................
D e c r e a s e  in l o a n s   ........................................................................
R e c o v e r i e s  o n  l o a n s  c h a r g e d  o f f ,  n e t ..................................
D e c r e a s e  i n  o t h e r  a s s e t s ............................................................
D e c r e a s e  in  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 c r e a s e  in  a c c o u n t s  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
I n c r e a s e  in  a c c r u e d  i n t e r e s t  p a y a b l e ..................................
I n c r e a s e  in  C l a s s  B  p r e f e r r e d  s t o c k  s u b s c r i p t i o n s  . . .
I n c r e a s e  in  C l a s s  B  p r e f e r r e d  s t o c k  a s s e s s m e n t s ,  n e t
I n c r e a s e  in C l a s s  B  p r e f e r r e d  s t o c k ,  n e t  ...............

Y e a r  e n d e d  
M a y  31,

1988

S  688 ,521

92 ,086
(451.6991

37 ,7 99

366 ,707

6 ,700

2 ,762 ,118

10,122

382 ,305

5 ,700

532 ,800

S4 .0 6 6 .4 5 2

F i v e  m o n t h s Y e a r  e n d e d
e n d e d  M a y  31, D e c e m b e r  31,

1987 1986

$ 147,708 $ 535 .780

45.422 131.789
49 ,300 50 .470
4 .526 1.347

246 .956 719 ,386
4 ,660 1.368
2,600 4 ,400

140,095
4,150 ,000

1,523,157
43 ,403 21,515,1 11
27.543
5.486 61 ,566

808 .394
39 .544

155,109
60 ,163

06 ,989 92 ,778
178,100 342 ,500

$5 ,060 ,485 $25 ,128 ,823

U s e  o f  F u n d s :
L o a n s  c h a r g e d  o f f ,  n e t  o f  r e c o v e r i e s ............................... ......................
L o a n  p r i n c i p a l  c h a r g e d  a g a i n s 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
I n c r e a s e  in  c a s h ............................................................................. .. ...............................
I n c r e a s e  in t e m p o r a r y  i n v e s t m e n t s .........................................................
I n c r e a s e  in  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 c r e a s e  in i n v e s t m e n t  in  S p o k a n e  B a n k  f o r  C o o p e r a t i v e s .................
I n c r e a s e  in b a n k  p r e m i s e s ,  f u r n i t u r e  a n d  e q u i p m e n t  ............................
P a t r o n a g e  r e f u n d s  p a i d ..............................................................................................
D e c r e a s e  in  a c c o u n t s  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 .............................
R e t i r e m e n t  o f  C l a s s  B  p r e f e r r e d  s t o c k  a s s e s s m e n t s  ................................
I n c r e a s e  in  a c q u i r e d  a s s e t s  h e l d  f o r  r e s a l e ...................................................
D e c r e a s e  in  a c c r u e d  i n t e r e s t  p a y a b l e ...............................................................
D e c r e a s e  i n  s t o c k  s u b s c r i p t i o n  p a y a b l e  ................. ..... .............................
D e c r e a s e  in  n o t e s  p a y a b l e  ..................................................................

$ 7 1 9 ,0 30 $ $ 200.574
219,674

118,731 40 .637
950 .000

1,077,244
136,081 138,125

2 .539 14.874
214 .309

93 ,041 1 16,038
2 5 1 .9 1 9

2 ,582
9 8 ,4 1 6 183.146

60 ,163
2 ,6 44 ,1 13 3 .708 .769 23 ,2 o5 .7 55

$4 ,06 6 ,4 52 $5 ,060 ,485 $25 ,128 ,823

See notes to financial statements.
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Nt/fcs l o  F i n a n c i a l  S t a t e m e n t s

Y e a r  E n d e d  M a y  31, 1988, F i v e  M o n t h s  E n d e d  
M a y  31, 1987, a n d  Y e a r  E n d e d  D e c e m b e r  31, 1986

N o t e  A  —  S u m m a r y  o f  S i g n i f i c a n t  A c c o u n t i n g  P o l i c i e s :

O peralions: T h e  A l a s k a  C o m m e r c i a l  I i s h i n g  . m d  A g r i c u l t u r e  
B a n k  | C P A B |  w a s  I n c o r p o r a t e d  o n  M a y  <1. 1979 t o  p r o m o t e  
g r o w t h  o f  A l a s k a  a g r i c u l t u r e  a n d  f i s h i n g  b y  p r o v i d i n g  d e b t  
f i n a n c i n g  t o  r e s i d e n t - o w n e d  b u s i n e s s e s  e n g a g e d  in  
h a r v e s t i n g ,  p r o c e s s i n g  o r  m a r k e t i n g ,  a n d  t o  p r o m o t e  i t s  o w n  
g r o w t h  a s  a  s t r o n g  u s e r - o r i e n t e d  i n s t i t u t i o n  t h r o u g h  
c o o p e r a t i v e  o w n e r s h i p  a n d  s e l l - g o v e r n a n c e .

Iuhml on loans: T h e  a c c r u a l  o f  i n c o m e  i s  s u s p e n d e d  o n  l o a n s  
f o r  w h i c h  t h e  p a y m e n t  o l  i n t e r e s t  i s  c o n t r a c t u a l l y  p a s t  d u e  
m o r e  t h a n  9 0  d a y s .

I m rslmenl hi Spokane B unit lor Cooperatives: T h e  i n v e s t m e n t  in  
S p o k a n e  B a n k  l o r  C o o p e r a t i v e s  ( SB C)  i s  s t a t e d  a t  c o s t  p l u s  
n o n c a s h  p a t r o n a g e  n o t i f i c a t i o n s .  N o  r e a d y  m a r k e t  e x i s t s  f o r  
t h i s  i n v e s t m e n t .  P a t r o n a g e  d i v i d e n d s  f r o m  S B C  r e d u c e  i n ­
t e r e s t  e x p e n s e  t o  S B C  in  t h e  y e a r  d e c l a r e d .

Allowance lor l o o n  losses: T h e  a l l o w a n c e  f o r  l o a n  l o s s e s  i s  b a s e d  
u p o n  s p e c i f i c  i d e n t i f i c a t i o n  o f  u n c o l l e c t i b l e  l o a n s  a n d  a  
g e n e r a l  t e s e r v e  f o r  t h o s e  l o a n s  n o t  s p e c i f i c a l l y  i d e n t i f i e d .

Acquired assets held for sole: A c q u i r e d  a s s e t s  h e l d  f o r  s a l e  i n ­
c l u d e  t h o s e  a s s e t s  a c q u i r e d  t h r o u g h  f o r e c l o s u r e .  T h e s e  
a s s e t s  a r e  c a r r i e d  a t  t h e  l o w e r  o f  f a i r  v a l u e  o r  t h e  r e c o r d e d  
i n v e s t m e n t  i n  t h e  r e l a t e d  l o a n .  H o l d i n g  c o s t s  a r e  e x p e n s e d  
w h e n  i n c u r r e d  u n l e s s  s u c h  c o s t s  i n c r e a s e  t h e  f a i r  v a l u e  o f  
t h e  a s s e t .

Bonfi premises, furniture and equipment: B a n k  p r e m i s e s ,  f u r n i t u r e  
a n d  e q u i p m e n t  a r e  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  a r e  c h a r g e d  t o  o p e r a t i o n s  b y  u s e  o f  t h e  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  l i v e s  o f  t h r e e  t o  t e n  y e a r s .  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  a r e  c h a r g e d  t o  
o p e r a t i n g  e x p e n s e  a s  i n c u r r e d .  E x p e n d i t u r e s  f o r  r e n e w a l s  
o r  i m p r o v e m e n t s  w h i c h  e x t e n d  t h e  l i f e  o f  a n  a s s e t  a r e  
c a p i t a l i z e d  a t  c o s t  a n d  d e p r e c i a t e d  a s  s t a t e d  a b o v e .  U p o n  
s a l e ,  r e t i r e m e n t  o r  o t h e r  d i s p o s i t i o n s  o f  p r o p e r t y ,  t h e  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  t h e  r e s u l t i n g  g a i n  o r  l o s s  r e c o r d e d .

I n c om e  lines: C f ' A B  q u a l i f i e s  a s  a  c o o p e r a t i v e  u n d e r  S u b -  
c h a p t e r  f o l  t h e  I n t e r n a l  R e v e n u e  C o d e .  D e f e r r e d  i n c o m e  
f a x e s  m a y  . . r i s e  a s  a  r e s u l t  o f  d i f f e r e n c e s  i n  t h e  t i m e  o l  
r e p o r t i n g  f o r  f i n a n c i a l  a n d  F e d e r a l  i n c o m e  l a x  p u r p o s e s .  
I f i e  m o s t  s i g n i f i c a n t  d i f f e r e n c e  r e l a t e s  t o  t h e  a l l o w a n c e  l o r  
l o a n  l o s s e s .  D e f e r r e d  t a x e s  h a v e  b e e n  o f f s e t  b y  n e t  
o p e r a t i n g  l o s s  c a r r y f o r w a r d s .  A t  M a y  31. 1988. a p p r o x ­
i m a t e l y  $V>00,()0() o f  l o s s  c a r r y f o r w a r d  r e m a i n s .

Chanqe in fiscal tjeur-end: D u r i n g  1987, t h e  B o a r d  o f  D i r e c t o r s  
v o t e d  t o  c h a n g e  f r o m  a  f i s c a l  y e a r - e n d  o f  D e c e m b e r  3 1 t o  
M a y  3 1 l o  b e t t e r  r e f l e c t  t f i e  B a n k ' s  f i s c a l  o p e r a t i n g  c y c l e .  A c ­
c o r d i n g l y ,  f i n a n c i a l  s t a t e m e n t s  a s  o f  M a y  31, 1987 a n d  f o r  
t h e  f i v e - m o n t h  p e r i o d  t h e . i  e n d e d  a r e  p r e s e n t e d .

Reclassifications: C e r t a i n  r e c l a s s i f i c a t i o n s  h a v e  b e e n  m a d e  t o  
1986 i n f o r m a t i o n  t o  c o n f o r m  t o  1987 a n d  1988 
p r e s e n t a t i o n s .

N o t e  B  —  L o a n s :

C F A B ' s  l o a n  p o r t f o l i o  b y  m a j o r  c a t e g o r y  i s  a s  f o l l o w s :
May 31, December 31,

1988 1987 1986

Seafood harvesters $27.116.280 Si 1,501.029 $29,994,692
Fish processors <1,037,972 6.900.866 8,702,504
Ai’ ricullurc and limber 7.638,225 7.605,989 7.596.991
Other receivables <1.899,127 1,818.638 1,826.138

43,o9l,60<l <17.827,122 18.120.325
Less loans receivable on
Class B preferred slock (2,075,3001 13.448,7001 13.698.5001

41,616.30-1 ■14.378.422 44.421.825
Less allowance lor loan
losses (2,197,140) (3,367,869) 15.291.026)

$39,419,164 $41,010,553 St 1.130.799

n
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In a c c o r d a n c e  w i t h  i l s  s t a t u t o r y  m a n d a t e  a n d  a u t l i o r i l y ,  
C F A B ' s  f i n a n c i n g  a c t i v i t y  i s  l i m i t e d  t o  t h e  A l a s k a n  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  i n d u s t r i e s .  T h i s  c o n c e n t r a t i o n  o f  
l o a n s  in r e s o u r c e - b a s e d  i n d u s t r i e s  r e s u l t s  In a n  u n u s u a l  l e v e l  
o f  r i s k  e x p o s u r e .

T h e  l o a n  p o r t f o l i o  i n c l u d e s  l o a n s  w h i c h  h a v e  b e e n  
c l a s s i f i e d  a s  n o n a c c r u a l .  N o n a c c r u a l  l o a n s  b y  m a j o r  
c a t e g o r y  a r e  a s  f o l l o w s :

May 31, December 31.

1988 1987 1986

Seafood harvesters 
fish processors 
Agrlculti-e and limber 
Less loans receivable 
on Class B preferred 
slock

S 3.982.047 
1,122,643 
5,830,615

1888.700)

5 5.776,531 
3.726.235 
7.579.151

11,555.400)

$ 5,311.987 
4,441.655 
7 569.743

(1.539.6001

SID,046,605 515,526,520 515.783.785

A c t i v i t y  in  t h e  a l l o w a n c e  f o r  l o a n  l o s s e s  i s  a s  f o l l o w s :

May 31, December 31,

1988 1987 1986

Balance at beginning 
ol year 

Charged lo expense 
(incomel 

Recoveries on loans 
previously charged oil

53.367,869

(451.699)

125,318

$3,291,026 

49.300 

1 17.491

53,441.130

50.470

688,266

Loans charged olf
3.041,488
(844.348)

3.457.817
189,948)

4.179.866
(888,8401

Balance at end ol year 52,197,140 S3.367.8o9 53.291.026

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

Loans to directors: T o  q u a l i f y  f o r  e l e c t i o n  t o  t h e  C F A B  B o a r d  o f  
D i r e c t o r s ,  a n  i n d i v i d u a l  m u s t  b e  a  b o r r o w i n g  m e m b e r .  
L o a n s  t o  m e m b e r s  w h o  s e r v e  o n  t h e  B o a r d  o f  D i r e c t o r s  
m u s t  b e  a p p r o v e d  b y  t h e  S B C .  L o a n s  t o  t h e s e  m e m b e r s  
t o t a l l e d  $113 ,897. $129 ,094  a n d  $ i 4 l . 2 4 7  a t  M a y  31. 1988 
a n d  1987. a n d  D e c e m b e r  31, 1986, r e s p e c t i v e l y .

12

N o t e  C  —  I n v e s t m e n t  I n  S p o k a n e  B a n k  f o r  C o o p e r a t i v e s :

T h e  S p o k a n e  B a n k  l o r  C o o p e r a t i v e s  i s  a  m e m b e r  o f  t h e  
F a r m  C r e d i t  S y s t e m .  T h e  F a r m  C r e d i t  S y s t e m  h a s  i n c u r r e d  
l o s s e s  d u r i n g  1986 a n d  1987. C o n t i n u e d  l o s s e s  m a y  r e s u l t  
i n  i m p a i r m e n t  o l  ( h e  i n v e s t m e n t  i n  t h e  S p o k a n e  B a n k  f o r  
C o o p e r a t i v e s  i n  f u t u r e  y e a r s  a s  t h e  r e s u l t  o f  s y s t e m - w i d e  
l o s s  s h a r i n g  a r r a n g e m e n t s  in e f f e c t  a m o n g  s y s t e m  m e m b e r s .

N o t e  D  —  B a n k  P r e m i s e s ,  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  o f  b a n k  p r e m i s e s ,  
f u r n i t u r e  a n d  e q u i p m e n t  b y  m a j o r  c a t e g o r y :

May 31, December 31,

1988 1987 1986

furniture. fixtures and 
equipment 

Leasehold improverncnls
5 833,146 

147.202
5 868.405 

147.202
5 893.365 

147.202

980,348 1,015,607 1.040,567
Less accumulated 
depreciation and 
amortization 1810,4281 1718.3411 I688.(>93|

S 169,920 $ 297.266 S 351.874

N o t e  E  —  N o t e s  P a y a b l e :

N o t e s  p a y a b l e  c o n s i s t s  o f :

May 31. December 31.

1988 1987 1986

SBC long-term notes with 
interest rates ranging 
from 11.232% to 11.28% 
maturing at various 
dates to lanuary. 1993

SBC short-term notes and 510,000,000 520.000.000 $25,000,000

seasonal loan with 
interest rates ranging 
from 7.26% to 9.00%. 
maturing at various 
dates in 1989 

Other 8.649,657 1.293.770
— — 2.539

518,649,657 S2 1.293.770 S25.002.539
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T h e  l o a n s  a r e  s e c u r e d  b y  s u b s t a n t i a l l y  a l l  C F A B  a s s e t s .

P r i n c i p a l  p a y m e n t s  r e q u i r e d  o n  n o t e s  p a y a b l e  a r e  a s  
f o l l o w s :

Y e a r  e n d i n g  M a y  3 1,

19 8 9
1990
1991
1992
1993

Note F — Em ployee B en e fit P lans:

C F A B  h a s  a n  e m p l o y e e  b e n e f i t  p l a n  a s  d e f i n e d  u n d e r  
S e c t i o n  4 0 1 (k) o f  t h e  I n t e r n a l  R e v e n u e  S e r v i c e  C o d e  c o v e r ­
i n g  s u b s t a n t i a l l y  a l l  e m p l o ,  ^es.

A n  e m p l o y e e  i s  a l l o w e d  t o  c o n t r i b u t e  u p  t o  1 3 %  o f  
h i s / h e r  e a r n i n g s  t o  t h e  m a x i m u m  l i m i t  a l l o w e d  b y  t h e  C o d e .  
C o n t r i b u t i o n s  b y  C F A B  t o  t h e  p l a n  a r e  a t  t h e  d i s c r e t i o n  o f  
t h e  B o a r d  o f  D i r e c t o r s . C o n t r i b u t i o n s  b y  C F A B  f o r  t h e  y e a r  
e n d e d  M a y  3 1 , 1 9 8 8 ,  f i v e  m o n t h s  e n d e d  M a y  3 1 . 1 9 8 7 ,  
a n d  y e a r  e n d e d  D e c e m b e r  31 . 1986 w e r e  $ 6 5 ,5 3 9 . 
$ 2 6 , 169 a n d  $ 5 7 ,4 2 2 . r e s p e c t i v e l y .

T h e  B o a r d  o f  D i r e c t o r s  v o t e d  t o  t e r m i n a t e  C F A B ' s  f l o o r  
r e t i r e m e n t  p e n s i o n  p l a n  d u r i n g  1986 . A s  o f  D e c e m b e r  3 1.
1986 , t h e  n e t  a s s e t s  a v a i l a b l e  f o r  b e n e f i t s  u n d e r  t h e  f l o o r  
r e t i r e m e n t  p l a n  w a s  $ 3 4 ,0 0 0 . T h i s  a m o u n t  w i l l  b e  r e f u n d ­
e d  t o  C F A B  u p o n  t h e  a p p r o v a l  o f  t e r m i n a t i o n  b y  r e g u l a t o r y  
a g e n c i e s .  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 c c o u n t i n g  
p r i n c i p l e s ,  n o  g a i n  w i l l  b e  r e c o r d e d  u n t i l  t h e  r e g u l a t o r y  a p ­
p r o v a l  o f  t h e  t e r m i n a t i o n  is  o b t a i n e d .

N ote G — Capital:
Sfiare capital. S h a r e s  o w n e d  b y  t h e  S t a t e  o f  A l a s k a  m u s t  b e  
r e p u r c h a s e d  b y  C F A B  o n  o r  b e f o r e  J u l y  20, 2000 .

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  a r e  a t ­
t a c h e d  i n  t h e  o r d e r  o f  C l a s s  C .  C l a s s  B  a n d  C l a s s  A .

T h e  f o l l o w i n g  r i g h t s  a p p l y  t o  t h e  t h r e e  c a t e g o r i e s  o f  s t o c k :

C l a s s  C  -  N o  v o t i n g  o r  d i v i d e n d  r i g h t s .  M a y  o n l y  b e  i s s u e d  
t o  t h e  S t a t e  o f  A l a s k a .

C l a s s  B  -  N o  v o t i n g  r i g h t s .  C l a s s  B  s t o c k  m a y  o n l y  b e  h e l d  
b y  m e m b e r s  o f  C F A B .  P r i o r  t o  D e c e m b e r  31, 
1985 , a l l  l o a n s  r e q u i r e d  a  p u r c h a s e  o f  C l a s s  B  
s t o c k  in  a n  a m o u n t  e q u a l  t o  1 0 %  o f  t h e  l o a n  
b a l a n c e :  h o w e v e r ,  t h i s  p u r c h a s e  w a s  n o t  f u n d e d  
b u t  w a s  e v i d e n c e d  b y  n o t e s .  O n  l o a n s  m a d e  
s u b s e q u e n t  t o  D e c e m b e r  31, 1985, e a c h  b o r ­
r o w e r  i s  r e q u i r e d  t o  m a k e  a  c a s h  p u r c h a s e  o f  
C l a s s  B  s t o c k  in a n  a m o u n t  e q u a l  t o  5 %  o f  t h e  t o t a l  
l o a n .  T h i s  i n v e s t m e n t  w i l l  r e m a i n  i n  p l a c e  u n t i l  
r e t i r e d  b y  t h e  B o a r d  o f  D i r e c t o r s .

C l a s s  A  -  N o  d i v i d e n d  r i g h t s .  E a c h  m e m b e r  o f  C F A B  m u s t  
o w n  o n e  s h a r e  o f  C l a s s  A  s t o c k .  E a c h  s h a r e  o f  
s t o c k  c a r r i e s  o n e  v o t e .  T o  v o t e ,  a  m e m b e r  m u s t  
b e  e n g a g e d  in  c o m m e r c i a l  f i s h i n g  o r  a g r i c u l t u r e  
a n d  m u s t  b e  a  c u r r e n t  b o r r o w e r  o r  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  t h e  p r e c e d i n g  t w o  
y e a r s  o r  h a v e  m i n i m u m  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  o f  $2 ,5 0 0 .

C  Stock retirement pool: L o a n s  m a d e  b y  C F A B  d u r i n g  t h e  
p e r i o d  D e c e m b e r  1982 t o  D e c e m b e r  1985 w e r e  s u b j e c t  t o  
a  s u p p l e m e n t a l  i n v e s t m e n t  r e q u i r e m e n t  c a l l e d  t h e  C  S t o c k  
R e t i r e m e n t  P r o g r a m .  M e m b e r s  b o r r o w i n g  d u r i n g  t h a t  
p e r i o d  w e r e  r e q u i r e d  t o  m a k e  a n n u a l  y e a r - e n d  i n v e s t m e n t s  
r e l a t e d  t o  t h e i r  r e s p e c t i v e  u s a g e  o f  C F A B  f u n d s  d u r i n g  t h a t  
y e a r .  T h e  p r o g r a m  w a s  d i s c o n t i n u e d ,  w i t h  r e s p e c t  t o  n e w  
p a r t i c i p a n t s ,  u p o n  a d o p t i o n  o f  C F A B ' s  c u r r e n t  C l a s s  B  
P r e f e r r e d  S t o c k  i n v e s t m e n t  p o l i c y  a t  l a n u a r y  1, 1986. In 
M a r c h  19 8 8 . t h e  a c c u m u l a t e d  i n v e s t m e n t s  i n  t h e  C  S t o c k  
R e t i r e m e n t  P o o l ,  t o t a l i n g  $ 2 5 1,919 , w e r e  r e t i r e d .  P r o c e e d s  
w e r e  r e t u r n e d  in  c a s h  t o  m e m b e r s  w h o s e  l o a n s  h a d  b e e n  
p a i d  i n  f u l l  o r  w e r e  a p p l i e d  t o  t h e  c r e d i t  o f  m e m b e r s  w i t h  
o u t s t a n d i n g  l o a n  a c c o u n t s .

A m o u n t

$ 8 ,6 4 9 ,6 5 7

5 .0 0 0 .0 0 0
5 .0 0 0 .0 0 0
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Note H — Income Taxes:

I n c o m e  t a x  e x p e n s e  c o n s i s t s  o l  t h e  f o l l o w i n g :
Five months Year ended 

Year ended ended December 31. 
May 31, 1988 May 31, 1987 1986

Current;
Federal
Stale

SI 36.000 
28,000

5 421 ODD 
93.000

$179,800
46.300

164.000 514,000 226 100

Deterred
Federal 77.000 1380.0001
State 33.000 181.0001

110.000 I46I.OOOI

S274.000 S 53.000 S226.300

A t  M a y  31. 1988, C F A B  h a d  a v a i l a b l e  f o r  f i n a n c i a l  r e p o r ­
t i n g  p u r p o s e s  a p p r o x i m a t e l y  $5 ,5 0 0 ,0 0 0  o f  n e t  o p e r a t i n g  
l o :  s  c a r r y f o r w a r d  w h i c h  e x p i r e  M a y  3 1, 2000 , il n o t  u s e d  t o  
r e d u c e  f u t u r e  t a x a b l e  i n c o m e .

Note I — Res t ruc tu r e  of  Loans:

D u r i n g  t h e  y e a r  e n d e d  M a y  31. 1988. t h e  t e r m s  o f  n o n ­
a c c r u a l  l o a n s  t o t a l l i n g  a p p r o x i m a t e l y  $ 1 ,5 0 0 ,0 0 0  w e r e  
m o d i f i e d  t h r o u g h  n e g o t i a t i o n ,  a n d  t h e  l o a n s  w e r e  r e s t r u c ­
t u r e d  a s  a  n o t e  r e c e i v a b l e .  T h e  i n t e r e s t  r a t e  o n  t h a t  n o t e  
r e c e i v a b l e  w a s  r e d u c e d  f r o m  C F A B ' s  n o r m a l  l e n d i n g  r a t e  f o r  
a  p e r i o d  o f  t h r e e  y e a r s .  I n t e r e s t  i n c o m e  o f  a p p r o x i m a t e l y  
$130 ,000 w a s  r e c e i v e d  a n d  r e c o r d e d  o n  t h i s  n o t e  f o r  t h e  
y e a r  e n d e d  M a y  31 ,1988 : i f t h e  i n t e r e s t  r a t e s  o n  t h e  o r i g i n a l  
l o a n s  h a d  r e m a i n e d  in  e f f e c t ,  a p p r o x i m a t e l y  $ 2 00 ,000  o f  i n ­
t e r e s t  w o u l d  h a v e  b e e n  d u e  d u r r g  t h a t  p e r i o d .

Note J — Commi tmen ts  a nd  Con t ingen t  Liabilit ies:

Contingencies: C F A B  is a  l i t i g a n t  i n  s e v e r a l  l e g a l  a c t i o n s  a r i s i n g  
f r o m  n o r m a l  b u s i n e s s  a c t i v i t i e s  i n c l u d i n g  a c t i o n s  r e l a t e d  t o  
d e l i n q u e n t  l o a n s  a n d  f o r e c l o s u r e s .  C F A B  r e s e r v e s  f o r  p o t e n ­
t i a l l o s s e s  o n  d e l i n q u e n t  l o a n s  a s  d e s c r i b e d  i n  N o t e  A .  A s  t o  
l i t i g a t i o n  o u t s i d e  o f  d e l i n q u e n c i e s  a n d  f o r e c l o s u r e s ,  
m a n a g e m e n t  b e l i e v e s  t h a t  t h o s e  a c t i o n s  a r e  w i t h o u t  m e r i t  
o r  t h a t  t h e  u l t i m a t e  l i a b i l i t y ,  i f  a n y ,  r e s u l t i n g  f r o m  t h e m  w i l l 
n o t  m a t e r i a l l y  a f f e c t  C F A B ' s  f i n a n c i a l  p o s i t i o n  o r  i t s  r e s u l t s  
o f  o p e r a t i o n s .

Gniiniilnn'iils: C I - A B  h a s  e n t e r e d  i n t o  c e r t a i n  n o n c n n c e l a b l e  
l o n g - t e r m  o p e r a t i n g  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 .  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  t o t a l l e d  $165 ,348 . $78 ,558 a n d  
$192/150 f o r  t h e  y e a r ,  f i v e  m o n t h s  a n d  y e a r s  e n d e d  M a y  31, 
1988 a n d  1987. a n d  D e c e m b e r  31. 1986. r e s p e c t i v e l y .  
M i n i m u m  a n n u a l  l e a s e  p a y m e n t s  a r e  a s  f o l l o w s :

Y e a r  e n d i n g  M a y  31, A m o u n t

1989 $174 ,0 00
1990 4 3 .0 0 0

Note K — S ub s e q u e n t  Event:

O n  J u ly  19, 1988. t h e  F e d e r a l  B a n k r u p t c y  C o u r t  in  
A n r h o r a g e  c o n f i r m e d  t h e  P l a n  o f  R e o r g a n i z a t i o n  i n  c o n n e c ­
t i o n  w i t h  t h e  C h a p t e r  11 p r o c e e d i n g  o f  o n e  o f  C F A B ' s  l a r g e r  
b o r r o w e r s .  C F A B  s u b s e q u e n t l y  r e c e i v e d  a p p r o x i m a t e l y  $5.7 
m i l l i o n  o f  c a s h  a n d  r e l e a s e d  a l l  o f  i t s  c l a i m s  a g a i n s t  t h e  
d e b t o r .  T h e  e n t i r e  p r o c e e d s  w e r e  a p p l i e d  t o  r e d u c e  C F A B ' s  
b o r r o w i n g s  f r o m  t h e  S p o k a n e  B a n k  f o r  C o o p e r a t i v e s  a n d ,  
i n  a d d i t i o n ,  C F A B ' s  n o n a c c r u a l  l o a n s  o u t s t a n d i n g  w e r e  
r e d u c e d  b y  a n  a m o u n t  in  e x c e s s  o f  $ 3 .0  m i l l i o n .



^ l o u c h e  Moss

B o a r d  o l  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  
A n c h o r a g e ,  A l a s k a

W e  h a v e  e x a m i n e d  t h e  b a l a n c e  s h e e t s  o l  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  
a s  o f  M a y  31, 1988. M a y  31, 1987 a n d  D e c e m b e r  31, 1986, a n d  t h e  r e l a t e d  s t a t e m e n t s  o f  n e t  
p r o c e e d s ,  c h a n g e s  i n  c a p i t a l  a n d  p a t r o n a g e ,  a n d  c h a n g e s  i n  f i n a n c i a l  p o s i t i o n  f o r  t h e  r e s p e c t i v e  
y e a r ,  f i v e  m o n t h s ,  a n d  y e a r  t h e n  e n d e d .  O u r  e x a m i n a t i o n 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  t e s t s  o f  t h e  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  a s  w e  c o n s i d e r e d  n e c e s s a r y  i n  t h e  c i r c u m s t a n c e s

In o u r  o p i n i o n ,  t h e  f i n a n c i a l  s t a t e m e n t s  r e f e r r e d  t o  a b o v e  p r e s e n t  f a i r l y  t h e  f i n a n c i a l  p o s i ­
t i o n  o f  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  a s  o f  M a y  31, 1988, M a y  31. 1987 a n d  
D e c e m b e r  31, 1986. a n d  t h e  r e s u l t s  o f  i t s  o p e r a t i o n s  a n d  t h e  c h a n g e s  i n  i t s  f i n a n c i a l  p o s i t i o n  
f o r  t h e  r e s p e c t i v e  y e a r ,  f i v e  m o n t h s ,  a n d  y e a r  t h e n  e n d e d  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  a p p l i e d  o n  a  c o n s i s t e n t  b a s i s

C e r t i f i e d  P u b l i c  A c c o u n t a n t s  
J u l y  I, 1988
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Board of Directors and Staff

Board of Directors Staff

P a u l  A  H u p p e r t  
C h a i r i r u m

I v e i  A m u n d s e n  
A s s i s t a n t  V i c e  P r e s i d e n t

A .  W . H a l l
B u s i n e s s  D e v e l o p m e n t  O f f i c e r

R o b e r t  W a l d r o p  
V i c e  C h a i r m a n

K a r l  D  B a r n a r d  
V i c e  P r e s i d e n t

L o l a  f . H a r t
A s s i s t a n t  V i c e  P r e s i d e n t

G i l b e r t  G u n d e r s o n  
S e c r e t a r y - T r e a s u r e r

D a n  B e r k s h i r e  
V i c e  P r e s i d e n t

E v e l y n  ( o h n s o n  
R e c e p t i o n i s t

H y o u n g  " H e n r y "  K i r n  
D i r e c t o r

C h r i s t i n a  P. B o y c e - l . e e  
R e c e p t i o n i s t

S h a r o n  A .  M o r g a n  
A d m i n i s t r a t i v e  S u p p o r t  S e c r e t a r y

A l a n  D .  O t n e s s  
D i r e c t o r

D a r l e e n  S . C h u r c h  
V i c e  P r e s i d e n t

M a r y  B. O b e r  
D o c u m e n t a t i o n  A s s i s t a n t

D e a n  P a d d o c k  
D i r e c t o r

R o b e r t  H .  C l a r k  
A s s i s t a n t  V i c e  P r e s i d e n t

D a v i d  G .  R o g e r s  
S e n i o r  V i c e  P r e s i d e n t

H a r v e y  S a m u e l s e n  
D i r e c t o r

W e n d y  M .  C l a r k  
A d m i n i s t r a t i v e  S e c r e t a r y

D o u g l a s  W . S i n d t
D a t a  P r o c e s s i n g  S u p e r v i s o r

R o s e m a r y  G .  C o x  
B o o k k e e p e r

L o r a  C .  S m i t h  
S e n i o r  B o o k k e e p e r

E d w a r d  E . C r a n e  
P r e s i d e n t

D e b o r a h  A .  T o s c h - P r i c e  
D o c u m e n t a t i o n  P a r a l e g a l

J o h n  W . E n g e  
F i s h e r i e s  A n a l y s t

G o d e l i e v e  C .  V a n  L i n t  
A d m i n i s t r a t i v e  S u p p o r t  C l e r k

D e L o r i e s  M .  v o n G e m m i n g e n  
E x e c u t i v e  S e c r e t a r y
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