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C h a i r
S e n a t e  R e s o u r c e s  C o m m i t t

FROM: S e n a t o r  F r e d  F. zKa

DATE: A p r i l  2, 1 9 9 1

RE: S e n a t e  B i l l  92 - "An A c t  r e l a t i n g  t o  t h e  l e n d i n g
a u t h o r i t y  a n d  l o a n s  o f  t h e  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 nk; a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  
d a t e . 11

S e n a t e  B i l l  92 m o v e d  o u t  of  t h e  S e n a t e  L a b o r  a n d  C o m m e r c e  
C o m m i t t e e  o n  M a r c h  25 w i t h  t h r e e  " d o  p a s s "  r e c o m m e n d a t i o n s .  I 
r e s p e c t f u l l y  r e q u e s t  t h a t  S B  92 b e  s c h e d u l e d  f o r  a h e a r i n g  
b e f o r e  t h e  S e n a t e  R e s o u r c e s  C o m m i t t e e  a t  t h e  c o m m i t t e e ' s  
e a r l i e s t  c o n v e n i e n c e .

S B  92 w o u l d  a l l o w  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  to  d e v e l o p  a s m a l l  l o a n  p r o g r a m  s p e c i f i c a l l y  
t a r g e t e d  a t  r u r a l  c o m m e r c i a l  f i s h e r m e n .

C F A B  is a c o o p e r a t i v e  l e n d i n g  i n s t i t u t i o n  t h a t  w a s  c r e a t e d  by 
t h e  A l a s k a  L e g i s l a t u r e  in 1978 t o  s e r v e  A l a s k a ' s  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 .  In  r e c e n t l y  e v a l u a t i n g  
C F A B ' s  e f f e c t i v e n e s s ,  t h e  o f f i c e r s  c o n c l u d e d  t h e  i n s t i t u t i o n  
w a s  n o t  d o i n g  a s  g o o d  a j o b  as it c o u l d  in W e s t e r n  A l a s k a  a n d  
t h e  A r c t i c - Y u k o n - K u s k o k w i m  area. T h e  c o m m e r c i a l  f i s h e r m e n  in 
t h e s e  r e g i o n s  g e n e r a l l y  a r e  e n g a g e d  in r e l a t i v e l y  l o w  i n c o m e  
f i s h e r i e s  i n  w h i c h  a r e l a t i v e l y  s m a l l  c a p i t a l  i n v e s t m e n t  is 
r e q u i r e d  f o r  p a r t i c i p a t i o n .

F i n a n c i n g  f o r  t h e s e  f i s h e r i e s  o p e r a t i o n s ,  in g e n e r a l ,  h a s  b e e n  
d i f f i c u l t  t o  o b t a i n  b e c a u s e  o f  t h e  r e g i o n s '  r e m o t e n e s s  (all 
b u s i n e s s  m u s t  b e  t r a n s a c t e d  b y  p h o n e  o r  m a i l ) , l a n g u a g e  
d i f f i c u l t i e s ,  l e s s  e x p o s u r e  t o  f i n a n c i a l  s y s t e m s  a n d  
i n s t i t u t i o n s ,  t h e  f i s h e r m e n ' s  l a c k  o f  a l t e r n a t e  i n c ome, a n d  
t h e  a n n u a l  f l u c t u a t i o n s  in s a l m o n  r e t u r n s  a n d  income.

T o  s e r v e  t h e s e  p e o p l e ,  C F A B  p l a n s  t o  s t a r t  a p r o g r a m  for s m a l l  
l o a n s  o f  l e s s  t h a n  $ 2 5 , 0 0 0 .  C F A B  e n v i s i o n s  e s t a b l i s h i n g  
r e l a t i o n s h i p s  w i t h  r u r a l  b u s i n e s s e s  a n d  a g e n c i e s  ( v i l l a g e  
c o r p o r a t i o n s ,  N a t i v e  a s s o c i a t i o n s ,  etc.) f o r  o r i g i n a t i n g  a n d  
s e r v i c i n g  t h e s e  s m a l l  loans.

I
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C F A B  c o u l d  s e t  up  t h e  p r o g r a m  f o r  s m a l l  l o a n s  w i t h o u t  
l e g i s l a t i o n .  T h e  p r o g r a m  is i n c l u d e d  in t h e  b i l l  so the 
l e g i s l a t u r e  w i l l  h a v e  a f u l l  u n d e r s t a n d i n g  of  w h a t  is b e i n g  
p r o p o s e d .  T h e  o p e r a t i v e  c h a n g e  C F A B  r e q u i r e s  in s t a t u t e  t o  g o  
f o r w a r d  w i t h  its p l a n s  is in ( b ) (1) o f  S e c t i o n  1, an  e x e m p t i o n  
f r o m  C F A B 7s m e m b e r s h i p  r e q u i r e m e n t .

A s  a c o o p e r a t i v e ,  C F A B  r e q u i r e s  its b o r r o w e r s  t o  b e c o m e  
m e m b e r s / o w n e r s .  T h i s  i n v o l v e s  t h e  p u r c h a s e  o f  c a p i t a l  stock, 
e x t e n s i v e  d o c u m e n t a t i o n ,  a n d  a r e c o r d k e e p i n g / c o m m u n i c a t i o n  
b u r d e n .  T h e  a d m i n i s t r a t i v e  r e q u i r e m e n t s  a r e  c o m p l i c a t e d  a n d  
c o s t l y  f o r  b o t h  C F A B  a n d  its b o r r o w e r s ,  a n d  an  i m p e d i m e n t  to 
s m a l l  loans.

T h r o u g h  S B  92, C F A B  is r e q u e s t i n g  t h e  l e g i s l a t u r e  t o  m a k e  the 
s m a l l  l o a n s  p r o g r a m  m o r e  f e a s i b l e  —  b o t h  f o r  C F A B  a n d  t h e  
b o r r o w e r s  —  b y  g r a n t i n g  a m e m b e r s h i p  e x e m p t i o n  u n d e r  t h e  
l i m i t e d  c i r c u m s t a n c e s  p r o p o s e d  in t h e  bill.

S B  92 a l s o  m a k e s  c l a r i f y i n g  c h a n g e s  i n  C F A B 7s e x i s t i n g  s t a t u t e  
b y  c o n f i r m i n g  t h a t  u s i n g  p e r m i t s  f o r  c o l l a t e r a l ,  n o m i n a t i n g  
a n o t h e r  p e r s o n  t o  a s s u m e  a note, a n d  i n s t i t u t i n g  l e g a l  a c t i o n  
to  r e c o v e r  d e f i c i e n c i e s  a p p l i e s  t o  C F A B  l o a n s  for 
f i s h i n g - r e l a t e d  n e e d s  as w e l l  a s  l o a n s  f o r  t h e  p u r c h a s e  of 
e n t r y  p e r m i t s .

T h e  f o l l o w i n g  b a c k u p  i n f o r m a t i o n  is a t t a c h e d :

1. S e c t i o n a l  a n a l y s i s .

2. P o s i t i o n  p a p e r  a n d  z e r o  f i s c a l  n o t e  f r o m  t h e  
D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t .

3. Z e r o  f i s c a l  n o t e  f r o m  t h e  D e p a r t m e n t  o f  F i s h  a n d  
Ga me.

4. L e t t e r  o f  s u p p o r t  f r o m  t h e  C o m m u n i t y  E n t e r p r i s e  
D e v e l o p m e n t  C o r p o r a t i o n  of  A l a s k a .

5. C F A B 7s 19 9 0  a n n u a l  r e p o r t .

6 . C F A B  s t a t u t e s .
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S E N A T E  B I L L  92

"An A c t  r e l a t i n g  t o  t h e  l e n d i n g  a u t h o r i t y  a n d  l o a n s  of  t h e  
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 nk; a n d  p r o v i d i n g  for an 
e f f e c t i v e  d a t e . "

S E C T I O N  1

A d d s  a n e w  s e c t i o n  t o  s t a t u t e s ,  A S  4 4 . 8 1 . 2 2 5 ,  a u t h o r i z i n g  t h e  
A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k  (CFAB) to  m a k e  
s m a l l  l o a n s  t o  q u a l i f i e d  b o r r o w e r s  w h o  a r e  n o t  b a n k  m e m b e r s .

(a) E x p l a i n s  t h e  r e a s o n  f o r  t h e  p r o g r a m .

( b ) (1) A l l o w s  t h e  s m a l l  l o a n  b o r r o w e r  t o  b e  e x e m p t  f r o m
t h e  C F A B  m e m b e r s h i p  r e q u i r e m e n t .

( b ) (2) L i m i t s  t h e  a m o u n t  t h a t  m a y  b e  l o a n e d  t o  e a c h
b o r r o w e r  u n d e r  t h i s  p r o g r a m  t o  n o  m o r e  t h a n  $ 2 5 , 0 0 0 .

(c) L i m i t s  t h e  t o t a l  a m o u n t  o f  m o n e y  t h a t  m a y  be  u s e d
f o r  s m a l l  l o a n s  t o  n o  m o r e  t h a n  e i g h t  p e r c e n t  of 
C F A B ' s  t o t a l  c a p i t a l .  C F A B 's c a p i t a l  is p r e s e n t l y  
a b o u t  $37 m i l l i o n ,  so  t h e  a m o u n t  a v a i l a b l e  f o r  s m a l l  
l o a n s  a t  t h e  p r e s e n t  t i m e  w o u l d  n o t  e x c e e d  
$ 2 , 9 6 0 , 0 0 0 .

(d) A l l o w s  C F A B  t o  c o n t r a c t  w i t h  a p u b l i c  a g e n c y  o r
l e g a l  e n t i t y  t o  s e r v i c e  s m a l l  loans.

S E C T I O N  2

A m e n d s  4 4 . 8 1 . 2 3 0 ( a )  t o  i n c l u d e  a r e f e r e n c e  t o  4 1 . 8 1 . 2 2 5 .
4 4 . 8 1 . 2 3 0 ( a )  is a n  e x i s t i n g  r e q u i r e m e n t  f o r  t h e  C o m m e r c i a l  
F i s h e r i e s  E n t r y  C o m m i s s i o n  t o  c e r t i f y  t h a t  a f i s h e r m a n  w h o  
b o r r o w s  f o r  t h e  p u r c h a s e  o f  a l i m i t e d  e n t r y  p e r m i t  q u a l i f i e s  
a s  a p e r m i t  t r a n s f e r e e  u n d e r  t h e  l i m i t e d  e n t r y  s t a t u t e s  a n d  
r e g u l a t i o n s .

S E C T I O N  3

A m e n d s  4 4 . 8 1 . 2 3 0 ( b )  —  w h i c h  l i s t s  t h e  r e q u i r e m e n t s  for
p l e d g i n g  a n  e n t r y  n e r m i t  as c o l l a t e r a l  for a l o a n  —  to 
i n c l u d e  a r e f e r e n c e  t o  4 4 . 8 1 . 2 2 5 .  A lso, b y  i n c l u d i n g  a
r e f e r e n c e  t o  4 4 . 8 1 . 2 3 5 ,  c o n f i r m s  t h a t  a p e r m i t  l i e n  c a n  a p p l y  
t o  l o a n s  m a d e  f o r  f i s h i n g - r e l a t e d  n e e d s  o t h e r  t h a n  the
p u r c h a s e  o f  l i m i t e d  e n t r y  p e r m i t s .
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S E C T I O N  4

A m e n d s  4 4 . 8 1 . 2 3 0 ( f )  —  w h i c h  a l l o w s  a l o a n  d e b t o r  t o  a v o i d
f o r e c l o s u r e  o n  a n  e n t r y  p e r m i t  b y  n o m i n a t i n g  a n o t h e r  p e r s o n  t o  
a s s u m e  t h e  n o t e  —  t o  i n c l u d e  a r e f e r e n c e  t o  4 4 . 8 1 . 2 2 5 .  Also, 
b y  i n c l u d i n g  a r e f e r e n c e  t o  4 4 . 8 1 . 2 3 5 ,  c o n f i r m s  t h a t  t h i s  
m e t h o d  o f  a v o i d i n g  f o r e c l o s u r e  is a p p l i c a b l e  t o  C F A B  l o a n s  f o r  
o t h e r  f i s h i n g - r e l a t e d  needs.

S E C T I O N  5

A m e n d s  4 4 . 8 1 . 2 5 0 ( d )  —  w h i c h  a l l o w s  C F A B  t o  i n s t i t u t e  l e g a l
a c t i o n  t o  r e c o v e r  d e f i c i e n c i e s  —  t o  i n c l u d e  a r e f e r e n c e  to  
4 4 . 8 1 . 2 2 5 ,  t h e r e b y  e x t e n d i n g  t h i s  s e c t i o n  t o  c o v e r  t h e  s m a l l  
l o a n s  p r o g r a m .  A l so, b y  i n c l u d i n g  a r e f e r e n c e  t o  4 4 . 8 1 . 2 3 5 ,  
c o n f i r m s  t h i s  s e c t i o n  a p p l i e s  t o  l o a n s  f o r  o t h e r  
f i s h i n g - r e l a t e d  needs.

S E C T I O N  6

I m m e d i a t e  e f f e c t i v e  date.
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SB 92: "An Act relating to the lending authority and loans of theCommercial Fishing and Agriculture Bank; and providing for an effective date."

The department encourages the intent to foster further development of our commercial fisheries industry, especially geographic areaB which may discourage normal lending sources. It is our understanding that this type of development activity is the foundation upon which CFAB was built.
We do question, but are not opposed to, the exemption provisions of membership to be qualified for a loan. One of the fundamental elements in the well-being of any cooperative is the support of its members and, in turn, the coop’s membership service. It may be in the best interest of not only the success of CFAB but fisheries development to expand membership rather than dilute it.
The department encourages passage of SB 92.

A ) 4  / fe r . f a m  .
A. Olds, Commissioner
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fcirch 22, 1991

S e n a t o r  F r e d  Z h a r o f f  
P o s t  O f f i c e  B o x  V  
J u n e a u ,  A l a s k a  9 9 8 1 1

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

F o r  t h e  C o m m u n i t y  E n t e r p r i s e  D e v e l o p m e n t  c o r p o r a t i o n  o f  A l a s k a  
a n d  i t s  m e m b e r s ,  I w i s h  t o  v o i c e  o u r  s u p p o r t  f o r  S e n a t e  B i l l  No. 
92. T h i s  B i ll, i f  p a s s e d ,  w o u l d  a l l o w  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 g r i c u l t u r e  B a n k  t o  m a k e  $ 2 5 , 0 0 0  c o m m e r c i a l  f i s h i n g  
loans.

P l e a s e  a l l o w  m e  t o  t e l l  y o u  s o m e t h i n g  a b o u t  C o m m u n i t y  E n t e r p r i s e  
D e v e l o p m e n t  C o r p o r a t i o n  o f  A l a s k a  ( C E D C ) . c e d c , f o r m e d  b y  t h e  
F e d e r a l  G o v e r n m e n t  in 1968, is a n o n - p r o f i t  o r g a n i z a t i o n  d e s i g n e d  
t o  p r o m o t e  e c o n o m i c  d e v e l o p m e n t  in r u r a l  A l a s k a ,  W e  h a v e  168 
r u r a l  o r g a n i z a t i o n s  w h o  a r ^  m e m b e r s  o f  C E D C ,  a n d  t h e  g e o g r a p h i c  
a r e a s  w h i c h  o u r  m e m b e r s  c o m e  f r o m  r a n g e  f r o m  S i t k a  t o  B a r r o w .

O n e  o f  t h e  p r o g r a m s  w h i c h  w e  have, a n d  is p e r h a p s  t h e  m o s t  
v i s i b l e  o n e  in  r u r a l  A l a s k a  is o u r  E D A  B o a t  L o a n  P r o g r a m .  C E D C  
i n h e r i t e d  t h i s  p r o g r a m  f r o m  t h e  A l a s k a  N a t i v e  F o u n d a t i o n  i n  1 983.  
I t  is n e w  t h e  m o s t  c r e d i t a b l e  F e d e r a l  L o a n  P r o g r a m  i n  r u r a l  
A l a s k a .  T h i s  p r o g r a m  g i v e s  W e s t e r n  A l a s k a  F i s h e r m e n ,  w h o  
o t h e r w i s e  c o u l d  n o t  q u a l i f y  f o r  a c o m m e r c i a l  b a n k  loan, 
a l t e r n a t i v e  f i n a n c i n g  f o r  t h e i r  b o a t s .  S i n c e  1983, n i n e t y  f o u r  
f i s h e r m e n  r e c e i v e d  f i n a n c i n g  w o r t h  $ 1 , 1 2 3 , 9 7 3  f o r  b o a t s  a n d  g e a r  
f r o m  C E D C .

O u r  p r o g r a m  has, a n d  w i l l  c o n t i n u e  t o  h a v e  a  p o s i t i v e  e c o n o m i c  
i m p a c t  in  W e s t e r n  A l a s k a .  H o w e v e r ,  w e  d o  h a v e  r e s t r i c t i o n s  w i t h  
t h i s  p r o g r a m ,  a n d  t h i s  is w h y  w e  s u p p o r t  S e n a t e  B i l l  N o . 92.

O u r  l o a n  f u n d  is sm a l l ,  a n d  on a n  a v e r a g e  w e  c a n  o n l y  m a k e  10 n e w  
b o a t  l o a n s  p e r  y e ar. W e  c a n n o t  m a k e  l o a n s  o u t s i d e  o f  W e s t e r n  
A l a s k a .  A l s o ,  b e c a u s e  w e  c a n  n o t  t a k e  f i s h i n g  p e r m i t s  as 
c o l l a t e r a l ,  w e  d o  n o t  m a k e  p e r m i t  l o a n s .  W i t h i n  o u r  s e r v i c e  a r e a  
t h e  a v e r a g e  f i s h i n g  p e r m i t  is w o r t h  f r o m  $ 1 2 , 0 0 0 - $ 2 5 , 000.

C E D C
Community Enterprise Development Corporation of Alaska 
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B a s e d  o n  t h e  n u m b e r  o f  i n q u i r i e s  t h a t  w e  g e t  f r o m  f i s h e r m e n  
o u t s i d e  o f  o u r  s e r v i c e  area. A n d  d u e  t o  l i m i t a t i o n s  in o u r  
p r o g r a m .  W e  c a n  s e e  t h e r e  is a d e q u a t e  n e e d  f o r  s m a l l  f i s h i n g  
b o a t s ,  a n d  f i s h i n g  p e r m i t  f i n a n c i n g  in a n d  o u t s i d e  o f  o u r  s e r v i c e  area.
C E D C  a n d  C F A B  s h a r e  a c o m m o n  i n t e r e s t  w i t h  c o m m e r c i a l  f i s h e r m e n .  
W e  b o t h  w o u l d  l i k e  t o  s e e  f i s h e r m e n  m e e t  t h e i r  g o a l  o f  s e l f -  
s u f f i c i e n c y -  I f  t h i s  b i l l  p a s s e s ,  t h i s  g o a l  w i l l  b e  m o r e  
a t t a i n a b l e  for-1 t h e  s m a l l  boat-• f i s h e r m e n .

s i n c e r e l y ,

D E VELOPMENT

P r e s i d e n t  & C E O
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ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK

Executive Message to Members

May 3 1 .1 9 9 0 ,  m a rk e d  th e  e n d  of th e  11 th yea r  o f  CFAB 
o p e ra t io n s .  We be l ieve  t h a t  in s o m e  respec ts ,  tho u g h ,  it's 
a p p r o p r ia t e  to  view Fiscal 1990 a s  th e  f i r s t  yea r  of "nor­
mal" o p e ra t io n s .  From 1980 on  into 1984. CFAB's activities 
a n d  resu lts  w ere  in f luenced  in p a r t  by its immaturity , by 
bo th  internal a n d  external exube rance  in im plem enta tion  of 
a  un ique  co ncep t ,  a n d  by  an  aggress iveness  in keep ing  with 
th e  infla tionary  t r e n d s  of t h e  tim e a n d  with th e  t r e n d  of 
Alaska's e c o n o m y  in gene ra l .

The mid-80 's w ere  m a rk e d  by th e  effects of crippling loan 
losses to  CFAB: policies, practices, an d  financial results were  
d ram atically  in f luenced  by  th e  n e e d  to  re t re n c h  a n d  
recover. At b e s t ,  th o s e  yea rs  can  b e  c h a rac te r ize d  a s  a 
"ho ld ing  period ."

Fiscal 1988 a n d  1989 w ere  brighter. The significant d is to r­
tions to  CFAB's activities a n d  financial results w ere  generally  
favorable, reflecting rec o v e r ie s  which w e re  t h e  resu lts  of 
p rio r  years ' efforts. Fiscal 1989 was a pa r t icu la r  ex a m p le  of 
th a t  with o v er  50  p e r c e n t  o f  its g ross  in c o m e  a n d  a b o u t  80  
p e r c e n t  of its n e t  p r o c e e d s  a t t r ib u ta b le  to  th e  effo rts  a n d  
even ts  o f  p r io r  years.

T h e re  w ere  very  few e l e m e n ts  such  a s  t h e  above ,  a n d  
n o n e  which w ere  extreme, affecting o p e ra t io n s  a n d  financial 
results  in Fiscal 1990. We a r e  p le a s e d  by t h e  s h o r t - te rm  
t ren d s  a n d  inferences which can  b e  d raw n  from such limited 
expe r ience .

New Loan Activity

T here  w ere  102 new  m e m b e r s  of CFAB in Fiscal 1990, the  
la rges t  num b e r ,  by far. in an y  tw e lve-m on th  p e r io d  s ince  
1983. T h ese  a r e  individuals, pa r tne rsh ips ,  a n d  co rp o ra t io n s  
w ho  tu r n e d  to  CFAB for t h e  first t im e to  m e e t  th e ir  r e s p e c ­
tive f inancing nee d s .

Excluding s e a s o n a l  lo a n s  to  p r o c e s s o r s  (to avoid co n fu s ­
ing d is to rt ions! ,  CFAB m a d e  171 new  lo a n s  in Fiscal 1990: 
they involved a d v a n c e s  o f  o v er  SI 4 .0 million. O n e  h u n d r e d  
of th o s e  loans, to ta ling  a b o u t  S8.8 million, w e re  to  new  
m e m b e rs .  T h e  rem a in ing  71 w ere  r e p e a t  loans  to  "old" 
m e m b e r s  a n d  involved a b o u t  S5.3 million.

N eithe r  CFAB's B oard  of D irec tors  n o r  its m a n a g e m e n t  
a re  inclined to  gu ide  th e  institution on a  co u rse  of b igness  
for b igness  sake." Nevertheless, we a re  h e a r te n e d  by the  in­
dications tha t  CFAB is providing service to  new segm ents ,  o r  
new  g e n e ra t io n s ,  in th e  Alaska s e a f o o d  industry : by th e  
g radua lly  red u c in g  av e rag e  loan b a la n c e  iwhich t e n d s  to  
limit CFAB's v u ln e ra b i l i t y  to  lo c a l i z e d  a d v e r s e  
d ev e lo p m e n ts ) :  a n d  by th e  con tinu ing  diversity  of  its loan 
portfo lio  a m o n g  m a jo r  fisheries.

Financial Condition

We invite you r  a t te n t io n  to  CFAB's financial s ta te m e n ts ,  
a n d  its i n d e p e n d e n t  au d i to rs  op in ion  letter, e l s e w h e re  in 
this  Annual R eport .  CFAB's to ta l a s s e t s  in c re a se d  a b o u t  
$10.8 million d u r in g  th e  year, slightly less th a n  th e  SI 1.2 
million in c re ase  in n e t  loans  a n d  rece ivab les  ou ts tan d in g .  
F u r th e r  ana lysis  o f  th e  la t te r  change ,  a i d e d  by a review of 
NOTE B to  th e  financial s ta te m e n ts ,  d isc lo ses  t h a t  CFAB's 
g ro ss  earning lo a n s  a n d  rece ivab les  in c re a se d  by a b o u t  
$ 12.9 million. This increase , o ffse t in p a r t  by  an  in c re ase  of 
on ly  $9.2 million in in te re s t-b ea r in g  d e b t ,  implies an  
e n h a n c e m e n t  o f  future o p p o r tu n i t ie s  for n e t  p ro ce ed s .  This 
in turn m a d e  poss ib le  a reduc tion  in th e  in te res t  ra te  charg ­
e d  on  all variable ra te  loans: th a t  reduction  was m a d e  effec­
tive June I. 1990.

CFAB's n e t  e q u i ty  in c re ase d  a b o u t  $1.8 million in Fiscal 
1990, Much of th a t  increase .s re la ted  to  th e  re ten tion  of n e t  
p ro ce ed s ,  bu t  o v er  $700 ,000  is th e  result  of new b o rrow ers  
d i re c t  in v e s tm e n t  in Class B P re fe r red  Stock. T h e re  w as a 
small n e t  red u c t io n  of a b o u t  $ 3 ,000  in o u ts t a n d in g  Class A 
M e m b ersh ip  Stock. This a ro s e  through th e  re t i rem en t of th e  
Class A S tock of  a b o u t  4 00  m e m b e rs  w ho  had  b e e n  inactive 
for th r e e  o r  m o r e  years. In m o s t  cases ,  th e  $10 p a r  value 
w as p a id  to  t h o s e  m e m b e rs :  in th e  few in s tan c es  involving 
m e m b e r s  w ho  h a d  previously  d e fa u l te d  on  o b l ig a t io n s  to 
CFAB, t h e  p a r  va lue  w as t r a n s fe r r e d  to  CFAB's u n a l lo ca te d  
su rp lu s  ac coun t .



CFAB's s t a t e m e n t  o f  n e t  p r o c e e d s  for Fiscal 1990 show s 
s o m e  m a jo r  c h a n g e s  from th e  p r io r  year, p r im arily  in th e  
a r e a s  of  g ross  re v e n u e s  a n d  n e t  p r o c e e d s .  As m e n t io n e d  
earlier ,  this is b e c a u s e  in Fiscal 1989 CFAB re c e iv e d  large 
a m o u n ts  of long -overdue  in te re s t  in c o m e  while Fiscal 1990 
w as  essen tia l ly  a "normal" o p e r a t in g  year.

T h e re  a r e  severa l  c a te g o r ie s  of o p e r a t in g  e x p e n s e s ,  a s  
r e p o r te d ,  which ref lec t  relatively la rg e  in c re a se s  from  th e  
p r io r  y e a r  a n d  which m e ri t  c o m m e n t .  "S a la r ie s  a n d  
b en e f i ts "  in c re a s e d  n ea r ly  S95 .000 . T h a t  a m o u n t  d o e s  in 
fact inc lude  m o d e s t  a n d  "n o rm a l"  in c re a s e s  in c o m p e n s a ­
tion to  CFAB's e m p lo y e e s  a s  well a s  significantly h ighe r  
h e a l th  in su ran c e  costs.  T h e  m a jo r i ty  o f  t h e  increase ,  
however, is r e la ted  first to  th e  reco rd ing  of th e  ca sh  value of 
a c c r u e d  vaca t ion  leave (535.000) a t  M ay 31. 1990. to  c o n ­
form  with a c c o u n t in g  rules: a n d .  s e c o n d ,  to  t h e  fact th a t  
Fiscal I9 8 9 's  r e p o r t e d  e x p e n s e s  h a d  b e e n  r e d u c e d  by 
r e c e ip t  o f  p r o c e e d s  (540.200) from  te rm in a t io n  of  a  s u p ­
p le m e n ta l  r e t i r e m e n t  plan.

T h e r e  w as an  in c re a s e  of  a b o u t  5 3 5 .0 0 0  in "Advertising 
a n d  p ro m o t io n "  e x p e n se s .  This a r o s e  p rim arily  from (1) th e  
o n e - t im e  e x p e n s e  of  CFAB's 10th A nniversary  O p e n  House. 
(2) t h e  in t ro d u c t io n  of rad io  adve r t is ing ,  (3) b r o a d e r  u se  of 
n e w s p a p e r  adver tis ing ,  a n d  (4) in c re a s e d  p a r t i c ip a t io n  in 
t r a d e  shows, etc. Evaluation  of t h e  e f fe c t iv e n e ss  of  t h e  lat­
t e r  th r e e  activities is ongoing , a n d  r e la te d  e x p e n d i tu r e s  a re  
likely to  f luc tua te  in a m o u n t .  We d o  be l ieve  t h a t  in c re a se d  
loan  activity  in Fiscal 1990 w as d u e  — a t  l e a s t  in p a r t  — to 
CFAB's p r o m o t io n a l  efforts.

"P ro fe ss io n a l  fees"  w ere  a b o u t  5 2 5 .0 0 0  g r e a t e r  th a n  in 
Fiscal 1989. M o s t  o f  th a t  a r o s e  from  CFAB's d e f e n s e  of a 
lawsuit e m a n a t in g  from a 1982 p e rso n n e l  action. We believe 
t h a t  su it  h a s  n o  m eri t .  In fact. CFAB h a s  b e e n  g r a n t e d  s u m ­
m a ry  ju d g m en t ,  b u t  t h e  m a t te r  is still e m b e d d e d  in t h e  a p ­
p e a l  p ro ce ss .

Financial Results of Operations

In CFAB's 1989 A nnual Report,  a n d  in s u b s e q u e n t  
new sle tte rs ,  th e  M e m b e r  N o te  P rog ram  w as a n n o u n c e d .  
T h a t  p ro g ra m  m akes  it p o ss ib le  for m e m b e r s  to  effectively 
utilize sh o r t - te rm  funds th rough  th e  p u rc h a se  of u n se c u re d  
CFAB no te s .  To date ,  th e  p ro g ra m  has  n o t  b e e n  u se d  by  a 
w id e  ra n g e  of CFAB m e m b e rs .  For th o s e  m e m b e r s  w h o  
have  p a r t ic ip a te d ,  though ,  it s e e m s  to  b e  an  a t t rac t ive  a r ­
r a n g e m e n t  — over  th e  9 -m o n th  c o u r se  of its availability, 
n o te s  to ta l ing  51 .008 ,000  w e re  sold.

Member Note Program

CFAB Staff

T h e re  w e re  no  c h a n g e s  in CFAB's 18-person fulltime 
e m p lo y e e  g ro u p  du r ing  Fiscal 1990. We a r e  p le a s e d  with 
th e  staff 's  stabili ty a n d  c o m m itm e n t ,  which result  in c le a r  
a n d  d ef in i te  b en e f i ts  to  existing m e m b e r - b o r r o w e r s  a n d  
which c o n t r ib u te  to  th e  g row th  t r e n d s  a s  well.

Board Changes

At CFAB's 1989 Annual M eeting,  Bristol Bay f isherm an  
G lenn  G u s ta fso n  of A n ch o rag e  a n d  P rince  William S o u n d  
fisherm an C. Ross Mullins of Cordova w ere  e lec ted  to  CFAB's 
B oa rd  of Directors. T hey  re p la c e d  H arvey  S a m u e lse n  a n d  
B ob  W aldrop, e a c h  of w h o m  h a d  d e c l in e d  to  s e e k  re- 
e lec tion .  Mr. S a m u e lse n  w as  o n e  of CFAB's original D irec­
to rs  (and t h e  last to  se rve  a s  a n  active Director), a n d  h e  a n d  
Mr. W aldrop  to g e th e r  r e p r e s e n te d  o v er  17 years '  ex­
p e r ie n c e  with CFAB. All of CFAB's m e m b e r s  have b en e f i t te d  
f rom t h e  d e d ic a t io n  a n d  c o n t r ib u t io n s  of  t h e s e  lo n g t im e  
Directors.

1990 Annual Meeting

O n e  th re e -y e a r  D irec to r 's  te rm  is s u b je c t  to  e lec t io n  in 
1990. arid a  call for nom ina tions  will have b e e n  issued pr ior  
to  d is t r ib u t io n  of  this  A nnual Report .  In a d d i t io n ,  it will b e  
n e c e s s a r y  to  s e e k  c a n d id a te s  for c o m p le t io n  of th e  unex­
p ir e d  te rm  of  CFAB's " fa rm e r"  Director.



w n a m T i i  m  rn iiia h i i h i b w b m h b t k

The n u m b e r  a n d  p e r c e n ta g e  of eligible m e m b e r s  voting 
in Director  e lec tions  a n d  on o th e r  CFAB business  have co n ­
t in u e d  to  in c re ase  in r e c e n t  years. However, ac tua l  a t t e n ­
d a n c e  a t  A nnual M e e t in g s  h a s  co n t in u e d  to  b e  minimal 
even  th o u g h  a  varie ty  of a p p r o a c h e s  — including sec tional  
m e e t in g s  in coas ta l  c o m m u n i t ie s  — has  b e e n  a t t e m p te d .  
Therefore, t h e  B oa rd  has  c o n c lu d e d  to  ho ld  th e  1990 An­
nual M eeting o n  Friday, O c to b e r  26, in CFAB's ow n q u a r te rs  
a n d  with limited spec ia l  f ea tu re s  in o r d e r  to  m inimize th e  
cost.  Official n o t ic es  will b e  m ailed  in S e p te m b e r .

S ta tew ide Fishermen's Conference

CFAB has  b e e n  invited to  p a r t i c ip a te  with a b r o a d  g ro u p  
of  A n c h o ra g e  a n d  S o u th c e n tr a l  b u s in e s s e s  to  p r e s e n t  a 
t r a d e  show  a n d  c o n f e re n c e  for Alaska f ish erm en  in late 
N ovem ber  a t  A nchorage 's  Egan Convention Center. We have 
taken particular  in te res t  in th e  confe rence  itself, which is b e ­
ing s t ruc tu red  to  give f isherm en insight into th e  dramatically 
c h a n g in g  m a rk e t  fo rces  which affec t  Alaska se a fo o d ,  
e spec ia l ly  sa lm on .  F ish e rm e n  t e n d  naturally  to  focus the ir  
a t te n t io n  a n d  e n e r g ie s  o n  p ro d u c t io n  a n d  p ro d u c t io n -  
re la te d  factors. We be l ieve  th e  d irec t  effects on  f isherm en 's  
incom es from com peti t ive  m a rk e t  d e v e lo p m e n ts  a re  equally  
w o rth y  of a t te n t io n  a n d  u n d e r s ta n d in g ,  a n d  w e  e x p e c t  to  
vigorously p r o m o te  a n d  s u p p o r t  CFAB m e m b e r  a t t e n d a n c e  
a t  t h e  N o v e m b e r  co n fe re n ce .

G il Gunderson
Chairman, Board o f Directors

Edward  E. Crane
President



Deloitte & 
Touche

&
Independent Auditor's Report

B oard  of Directors 
Alaska C om m ercia l  Fishing 

a n d  Agriculture Bank 
A nchorage .  Alaska

We have  a u d i te d  th e  b a la n c e  s h e e t s  o f  Alaska C om m erc ia l  Fishing a n d  Agriculture Bank a s  of 
May 31. 1990 a n d  1989. a n d  th e  r e la te d  s t a te m e n ts  of n e t  p ro c e e d s ,  c h a n g e s  in cap ita l a n d  
pa t ronage ,  a n d  cash  flows for th e  years  th e n  e n d e d .  T h ese  financial s ta te m en ts  a re  th e  responsibility 
of th e  C o m p a n y 's  m a n a g e m e n t .  O u r  responsib il i ty  is to  e x p re s s  an  op in ion  on  t h e s e  financial 
s t a t e m e n t s  b a s e d  o n  o u r  audits .

We c o n d u c te d  o u r  au d i ts  in a c c o r d a n c e  with gene ra lly  a c c e p te d  aud it ing  s ta n d a rd s .  T h o s e  
s t a n d a r d s  req u ire  th a t  w e p lan  a n d  p e r fo rm  th e  a u d i t  to  o b ta in  r e a s o n a b le  a s s u ra n c e  a b o u t  
w h e t h e r  th e  financial s t a t e m e n ts  a r e  f ree  of  m ate r ia l  m is s ta te m e n t .  An a u d i t  inc ludes  examining, 
on  a t e s t  basis, e v id e n c e  s u p p o r t in g  t h e  a m o u n ts  a n d  d isc lo su res  in th e  financial s ta te m e n ts .  An 
a u d i t  a l so  inc ludes  a s se s s in g  t h e  a c c o u n t in g  p r inc ip les  u s e d  a n d  significant e s t im a te s  m a d e  by 
m a n a g e m e n t ,  a s  well a s  evaluating th e  overall financial s t a t e m e n t  p resen ta t ion .  We believe th a t  o u r  
au d i ts  p ro v id e  a r e a s o n a b le  b as is  for o u r  op in ion .

In o u r  opinion, such financial s ta te m e n ts  p re se n t  fairly, in all m ateria l respects ,  th e  financial pos i­
tion of  Alaska Commercial Fishing a n d  Agriculture Bank a s  of May 31. 1990 an d  1989. a n d  th e  results 
of  its o p e r a t io n s  a n d  its cash  flows for th e  yea rs  th e n  e n d e d  in con fo rm ity  with generally  a c c e p te d  
a c c o u n t in g  principles.

Cert ified  Public A ccoun tan ts  
June 14. 1990



ALASKA COMMERCIAL FISHING AND ACRICULTURE BANK

Balance Sheets

___________ M ay 31.___________

1990____________1989

A sse ts :
C a s h      $ 2 1 .8 9 0  S 126.752
L oans  a n d  o th e r  receivables ,  n e t  o f  a l low ance for loan  lo sses

of  S I .2 05 ,648  a n d  $1,471,399. r e s p e c t i v e ly   4 5 .3 0 0 .5 3 4  3 4 .1 0 7 .7 2 8
A ccrued  in te res t  rec e iv a b le    1 ,9 4 4 .4 8 8  1 ,661 ,180
D e fe r re d  in co m e tax b e n e f i t s     4 2 6 ,2 0 3  2 3 9 . 9 12
In v es tm en t  in National Bank for C o o p e r a t i v e s   4 ,5 4 9 ,2 4 7  5 .3 7 4 .6 2 6
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 ......................................................................................... 1 1 8 ,3 8 2  155.413
A cquired  a s se ts  he ld  for sa le    13 3 ,3 9 5  133 .406
O th e r  a s s e t s   4 2 ,8 1 3  2 0 .3 3 6
P re p a id  in c o m e t a x e s   1 4 0 ,0 0 0  ______________

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

L iab ilit ies :
A ccounts  p a y a b le  a n d  a c c r u e d  e x p e n s e s ...................................................................................................  S 19 3 .3 9 5  $ 9 1 ,6 5 5
A ccrued  in te re s t  p a y a b le  ...................................................................................................................................  2 2 9 .3 6 7  186,449
Class B p re fe r re d  s tock  s u b s c r i p t i o n s ................................     9 9 ,0 7 7  2 8 .2 4 9
N o tes  p a y a b l e .........................................................................................................  1 6 ,3 5 9 .1 2 8  7 .1 9 0 .7 8 0
Dividend  p a y a b l e ...................................................................................................................................................  4 8 ,6 0 0  3 7 .328
In co m e ta x es  p a y a b l e ................................................................................................................................................   36 3 .5 4 7

1 6 .9 2 9 .5 6 7  7 .8 9 8 .0 0 8

C o m m itm e n ts  a n d  C o n t in g e n t  Liabilities (Note HI

C ap ita l :
S h a r e  c a p i t a l  •

Class C specia l  p r e f e r r e d  stock. $10 ,000  p a r  value.
a u th o r iz e d  4 .0 0 0  sh a re s ,  o u ts ta n d in 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

Class B p r e f e r re d  stock . $100 p a r  value, a u th o r iz e d
4 0 0 .0 0 0  shares ,  o u ts t a n d in g  28,187 a n d  2 6 , 2 6 1   2 .8 1 8 .7 0 0  2 .6 2 6 .1 0 0

L oans  rece ivab le  on  Class B p re fe r re d  s t o c k .........................................................................................  (4 4 2 .7 0 0 )  (955 ,900)
Class A m e m b e r s h ip  stock . S I0  p a r  value.

a u th o r iz e d  10.000 sh a re s ,  o u ts t a n d in g  843 a n d  1.147   8 .4 3 0   I 1.470

3 4 .1 8 4 .4 3 0  3 3 . 4 8 1 6 7 0
Capital in excess  of p a r  v a l u e     1 1 1 .6 0 0  102 .420
C o n t r ib u ted  c a p i t a l ............................................................ ...... ................  1 4 4 .6 2 6  144 .626
U nalloca ted  s u r p l u s     1 .3 0 6 .7 2 9   192 .629

3 5 .7 4 7 .3 8 5  33.921 345

$ 5 2 .6 7 6 .9 5 2  S 4 1 8 1 9  3S3

See notes to financial statements



ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK

Statements of Net Proceeds

Year e n d e d  M ay  31

G r o s s  L o a n  R e v e n u e s :
In te re s t  a n d  fees  o n  loans  a n d  o th e r  rece ivab les  
Provision for a l low ance  for loan l o s s ........................

N e t  L o a n  R e v e n u e s .  

I n t e r e s t  e x p e n s e ...........................

N e t  p r o c e e d s  b e f o r e  o t h e r  in c o m e ,  o p e r a t i n g  e x p e n s e s ,  
in 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 ...................

O t h e r  In co m e :
I n te re s t  on  t e m p o r a r y  in v e s tm e n ts
G ain on  sa le  of a s s e t s ...........................
N e t  in c o m e  from a c q u i r e d  a s s e t s .  .

O p e r a t i n g  E x p e n s e s :
S a la r ie 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 ...................
A dvertis ing  a n d  p r o m o t i o n . . .
P ro fess iona l  f e e s ...........................
Travel, lodging  a n d  m e a ls  . . . .
Office o p e r a t io n s  ........................
D ep rec ia t io n  a n d  am o r t iz a t io n
T e le p h o n e  a n d  p o s ta g e  ...........
D irectors ' f e e s ................................
M is c e l l a n e o u s .................................

I n c o m e  t a x  e x p e n s e .  ......................................................

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

E x t r a o r d i n a r y  c r e d i t  — U ti l iz a t io n  o f  n e t  o p e r a t i n g  lo s s  c a r r y f o r w a r d  

N et  P r o c e e d s

N e t  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

1990 1989

$ 4 .7 0 1 ,3 4 1 S 8 ,1 0 3 .8 1 0
2 0 4 .5 0 0 132 .300

4 ,4 9 6 ,8 4 1 7 .9 7 1 ,5 1 0

9 0 0 ,6 4 3 1 .308 .357

3 .5 9 6 ,1 9 3 6 .6 6 3 .1 5 3

2 ,3 7 9 2 3 1 ,1 1 3
7 9 8 425

1 3 ,659 10 .000

16,836 2 4 1 .5 3 8

3 .6 1 3 ,0 2 9 6 .904 .691

1 .2 2 9 .2 0 7 1 .135 .476
1 57 ,665 162 .328
1 1 9 ,0 1 4 8 3 .9 3 7
9 3 .8 2 9 6 8 .6 7 9
6 5 .6 8 7 5 7 .3 6 5
4 7 .7 8 3 4 6 .8 0 7
46.1 16 7 5 .1 4 2
3 1 .8 2 2 3 0 .1 8 4
2 2 .3 7 5 16 .650
25 .581 2 2 .6 1 2

1 .8 3 9 .0 7 9 1 .699 .180

1 .7 7 3 .9 5 0 5 .205.51 1

7 8 4 ,0 0 0 2 .1 0 0 .0 0 0

9 8 9 .9 5 0 3 .105 .51  1

17 2 .0 0 0 1 .970 .000

S I 161 .9 5 0 5 0 7 5 .5 1  I

See notes to financial statements.



ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK

Statements of Changes in Capital and Patronage

S h a r e
c a p i t a l

B a lance ,  M a y  31. 1 9 8 8 ...........................................................................................................  $ 3 2 ,8 6 4 ,0 8 0

Allocation to  u n a l lo c a te d  u n d is t r ib u te d  lo s s ..............................................................................................
I ssuance  ( re d em p t io n )  o f  s to c k  du r in g  th e  year:

Class B p re fe r re d  stock . 5 .026  shares ,  n e t .................................................    1502.600)
Class A stock. 79  s h a r e s ............................................................................................................................................... 790

R educt ion  in loans  rec e iv a b le  o n  Class B p r e f e r re d  s t o c k ..............................................................................  I . I 19 400
N e t  p r o c e e d s ........................... .... .................. .. ................................................................................................................
A m ortiza tion  of u n a l lo c a te d  p a t r o n a g e  d e f i c i t ....................................................................................................
D iv idends  d e c l a r e d ...................* , ...................................................................................................................................
U n a l lo ca ted  s u r p l u s ........................ ................................................................................................................... ................................................

B a la n ce .  M a y  31, 1 9 8 9 ..................................................................................................................................................... 3 3 .4 8 1 .6 7 0

Issuance  ( re d em p t io n )  o f  s to c k  du r in g  th e  year:
Class B p r e f e r r e d  stock . 1,926 shares ,  n e t .........................................................................................................  1 92 ,600
Class A stock. 2 2 9  sh a re s ,  n e t ..............................................« ................................................................................  (2 ,290)
Class A stock. 75 sha re s ,  ca n ce l le d  ....................................................................................................................... (750)

R educt ion  in lo a n s  r e c e iv a b le  o n  Class B p r e f e r r e d  s t o c k ............................................................................ 5 1 3 .2 0 0
N e t  p r o c e e d s .......................................................................................................................................................................
D iv idends  d e c l a r e d ......................................................................................................... ...................................................
U n a l lo ca ted  s u r p l u s .......................................................................................................................................................... ..............................

B a la n ce .  M ay  31, 1 9 9 0 ....................................................................................................................................................  $ 3 4 .1 8 4 ,4 3 0

C a p i ta l  in 
e x c e s s  o f  
p a r  v a lu e

$ 9 5 .3 1 0

7.1 10

1 02 ,420

9 ,1 8 0

S 1 1 1 .6 0 0

See notes to financial statements.



I

A llo c a te d
C o n t r i b u t e d  U n a l lo c a te d  u n d i s t r i b u t e d  

c a p i t a l  s u r p l u s  p a t r o n a g e
N et

p r o c e e d s

U n a l lo c a te d
p a t r o n a g e
e a r n i n g s
(defici t) Total

$ 1 44 ,626  S -  $ 825.691 $ 

(825.691)

$ (5 .671 .245)  

825,691

S 28 .258 .462

192 ,629

5 .075 ,51  1
(4 .845.5541 4 .8 4 5 .5 5 4  

(37.3281 
(192.629)

(502.600) 
7 .900  

l . l  19.400 
5 .075.51 1

(37,328)

144 .626  192 .629 — — — 3 3.921 .345

750  

1,1 13.350

1 .161 ,950  
(48.600) 

( l . l  13.350)

192.600
6 .8 9 0

5 13 .200  
l . l  6 1 .9 5 0  

(48.600)

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

9



ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK

Statements of Cash Flows

Year e n d e d  M ay  31. 

1990 1989

C a sh  f lo w s  f r o m  o p e r a t i n g  a c t iv i t ie s :
In te re s t  r e c e i v e d ................ ..........................................................  .............. 5 4 .2 0 8 ,0 5 9  S 8 .4 4 1 .4 5 6
F ees  r e c e iv e d   2 1 2 .3 5 3  2 3 4 ,1 7 8
P a y m e n ts  for o p e r a t in g  e x p e n s e s ......................................................................................................................  (1 .7 4 8 ,4 8 6 )  11,677.81 11
In te res t  p a i d ............................................................................................................... (857 ,730 )  (1 .556 .634 )
In co m e ta x es  p a i d ...................................., .....................................................................................  . . .  ( 1 .3 0 1 .8 3 8 ) 16.365)

C a s h  P r o v id e d  b y  O p e r a t i n g  A c t i v i t i e s   5 1 2 .3 5 8  5 ,4 3 4 .8 2 4

C a sh  F lo w s  f r o m  I n v e s t in g  A ctiv i t ie s :
Loan  orig ina tions,  n e t  of u n d i s b u r s e d  funds  a n d  p r inc ipa l  r e p a y m e n ts  on  m e m b e r  lo a n s  (1 1 .3 6 2 .5 2 1 )  5 .3 2 3 .5 3 4
R e qu ired  in v e s tm e n t  in N ational  B ank  for C o o p e r a t iv e s ......................................................................  (1 0 2 ,9 8 8 )  (122.5 16)
P r o c e e d s  from r e t i r e m e n t  o f  in v e s tm e n t  in N ational  Bank for C o o p e r a t iv e s   9 2 8 ,3 6 7  2 7 4 .5 1 9
P r o c e e d s  from le a s e  of  a c q u ire d  a s s e t s   1 3 ,6 5 9  10.000
P r o c e e d s  from s a le  o f  e q u i p m e n t   7 9 8  4 2 5
Satis fac tion  o f  lien o n  a c q u i re d  a s s e t s  he ld  for s a l e     12 (47.817)
P a y m e n ts  for p u r c h a s e  o f  e q u i p m e n t .       (9 ,085)_______ 11.749)

N e t  C a s h  P r o v i d e d  b y  ( u s e d  in) In v e s t in g  A c t i v i t i e s ...............................................................  ( 1 0 .5 3 1 .7 5 8 )  5 .4 3 6 .3 9 6

C a s h  F lo w s  f r o m  F in a n c in g  A ctiv i t ie s :
A dd it ions  ( re p ay m e n t)  o f  n o te s  payab le ,  n e t   9 ,1 6 1 .0 9 7  ( 1 1.508 .891)
R e p a y m e n t  o f  cap ita l  l e a s e ....................................................................................................................................  (12 ,749)  (8 .872)
P r o c e e d s  from is s u a n c e  of Class B s to c k .......................................................................................................  7 0 5 .8 0 0  6 1 6 .8 0 0
P r o c e e d s f r o m i s s u a n c e o f C l a s s A s t o c k . n e t   6 ,8 9 0  7 .900
P r o c e e d s  from su b sc r ip t io n  for Class B s t o c k   7 0 .8 2 8  2 2 .5 4 9
P a y m e n t  or d iv id e n d s  to  m e m b e r s ....................................................................................................................  (37 ,328)
P r o c e e d s  from m e m b e r  n o te s ,  n e t   2 0 .0 0 0  ____________

N e t  C a s h  P r o v i d e d  b y  ( u s e d  In) F in a n c in g  A c t i v i t i e s   9 ,9 1 4 .5 3 8  110.870  5 14)

N et  I n c r e a s e  ( D e c r e a s e )  in  C a s h ...............................................................................................................................  (104 .862 )  '  J 6

C ash ,  b e g in n in g  o f  y e a r      1 26 .752  126 .046

C ash ,  e n d  o f  y e a r  ..............................................................     S 2 1 .8 9 0  S 126.752

See notes to financial statements.



Year ended May 31.

R eco n c i l ia t io n  o f  N e t  P r o c e e d s  t o  N e t  C a sh  P r o v id e d  by O p e r a t i n g  A ctiv it ie s :
N e t  P r o c e e d s ...................................................................................................................................
A d ju s tm en ts  to  reconcile  n e t  p r o c e e d s  to  ca sh  p ro v id ed  by o p e r a t in g  activities -

D e p r e c i a t i o n   ....................................  «.............................................................
D e fe r re d  tax b e n e f i t ........................................................................................................................
Provision for loan l o s s e s ................................................................................................................
L e a se  in c o m e  from a s s e t s  held  for s a l e ................................................................................
C a in  on  sa le  o f  a s s e t s .   ......................................................................... .............. ...............
Fo rec lo su re  c o s t s ......................     - .................. ..................
C h a n g e s  in a s s e t s  a n d  liabilities:

A ccrued  in te re s t  r e c e iv a b le ......................................................................................................
O th e r  a s s e t s ......................................................................................................................................
A ccounts  p a y a b le  a n d  a c c r u e d  e x p e n s e s ...........................................................................
A cc rued  in te re s t  p a y a b l e ...........................................................................  ........................
In co m e taxes  p a y a b l e .................................................................................................................
P re p a id  in c o m e ta x es  .................................................................................................................

Total A d j u s t m e n t s ................................

N e t  C a s h  P r o v id e d  b y  O p e r a t i n g  A ctiv i t ie s

1990 1989

S 1 .161 .950 S 5 .075 .5  1 1

4 6 ,1 1 6 75 .142
(186 ,291 ) 1239.912)
2 0 4 ,5 0 0 132 .300
(13 .659) (10.0001

(798) (4251
(34 ,786) 1144.3981

(283 .308 ) 340.71 1
(22 ,477) (6.9471
1 01 ,740 (46.8271
4 2 ,9 1 8 (103 .878)

(363 .547 ) 3 6 3 .5 4 7
(140 ,000 )

1649.592) 359 .313

S 5 1 2 ,3 5 8 S 5 .434 824

S u p p l e m e n t a l  S c h e d u l e  o f  N o n c a s h  In v e s t in g  a n d  F in a n c in g  A ctiv it ie s :
A ddition  of  a  capita l le a se  ob liga tion  for e q u i p m e n t ......................................................... S 58 8 4 0

See notes to financial statements



ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK

Notes to Financial Statements

Year E n d e d  M ay  31, 1990 a n d  1989

N o te  A — S u m m a r y  o f  S ig n i f ic a n t  A c c o u n t in g  Polic ies :

Operations: T he  Alaska C om m ercia l  Fishing a n d  Agriculture 
Bank T A B )  was in c o rp o r a te d  on  May 4, 1979 to  p r o m o te  
growth of  Alaska ag r icu ltu re  a n d  fishing by provid ing  d e b t  
financing to  r e s id e n t-o w n e d  b u s in e s se s  e n g a g e d  in 
harvesting, processing  o r  marketing, a n d  to  p ro m o te  its own 
growth a s  a s t ro n g  u se r-o r ien te d  institution th ro u g h  
c o o p e ra t iv e  o w n ersh ip  a n d  self-governance.

Interest on loans: The accrual o f  incom e is s u s p e n d e d  on loans  
for which t h e  p a y m e n t  of in te re s t  is con trac tua lly  p a s t  d u e  
m o re  th a n  9 0  days.

Investment in National Bank for Cooperatives: T he  in v e s tm e n t  in 
National Bank for C o o p e ra t iv e s  (NBC) is s ta te d  a t  c o s t  plus 
noncash  p a t ro n a g e  notifications. No ready  m arke t  exists for 
this inves tm en t .  P a t ro n a g e  d iv id e n d s  from NBC r e d u c e  in­
t e re s t  e x p e n s e  to  NBC in t h e  y ea r  d e c la re d .

Allowance for loan losses: T he  a l low ance for loan lo sses  is b a s ­
e d  u p o n  review a n d  eva lua tion  of non ac c ru a l  loans, o th e r  
d e l in q u e n t  loans, a n d  la rge loans  a s  well a s  ap p l ica t io n  of 
a  po ten t ia l  loss  fac tor  c o n s is te n t  with CFAB's ex p e r ien c e .

Acauired assets held for sale: Acquired  a s s e t s  h e ld  for sa le  in­
c lu d e  th o s e  a s s e t s  a c q u i re d  th ro u g h  foreclosure . T h e se  
a s se ts  a r e  ca r r ie d  a t  th e  low er of fair value o r  th e  r e c o rd e d  
inves tm en t  in th e  re la te d  loan. Holding cos ts  a r e  e x p e n s e d  
w hen  in c u rred  un le ss  such  co s ts  in c re ase  th e  fair va lue  of 
th e  a s se t .

Bank premises, furniture and equipment: Bank p rem ises ,  furniture 
a n d  e q u i p m e n t  a r e  s t a te d  a t  c o s t  less  a c c u m u la te d  
d ep rec ia t ion  a n d  am ortiza tion .  D eprec ia t ion  a n d  am o rt iza ­
t ion a r e  c h a r g e d  to  o p e r a t io n s  by u s e  of  t h e  straight-line 
m e th o d  over  e s t im a te d  useful lives of th r e e  to  ten  years. Ex­
p e n d i tu r e s  for m a in te n a n c e  a n d  re p a i rs  a r e  c h a r g e d  to  
o p e ra t in g  e x p e n s e  a s  incu rred .  E x p en d i tu re s  for renew a ls  
o r  im p ro v e m e n ts  which e x te n d  th e  life o f  an  a s s e t  a r e  
cap ita lized  a t  c o s t  a n d  d e p r e c ia te d  a s  s t a t e d  above . U pon  
sale, r e t i r e m e n t  o r  o th e r  d ispos i t ions  of  p roper ty ,  th e  c o s t  
a n d  a c c u m u la te d  d e p r e c ia t io n  a re  r e m o v e d  from th e  
respec tive  ac co u n ts  a n d  th e  resulting gain o r  loss rec o rd e d .

Income taxes: CFAB qualifies a s  a c o o p e ra t iv e  ta x ab le  u n d e r  
S u b c h a p te r  T of th e  In ternal Revenue Code.

Deferred loan fees: S ta te m e n t  o f  Financial A ccounting S t a n d ­
a rd s  iSFASl No. 91. "Accounting f c  N onre fundab le  Fees a n d  
Costs A ssociated  with Originating and  Acquiring Loans a n d  
Initial Direct C os ts  of Leases." b e c a m e  effective for loan 
o r ig ina tions  beg inn ing  lanuary  I. 1988. SFAS No. 9 1 r e ­
qu ires  loan origination fees a n d  direct loan origination costs, 
if m ateria l,  to  b e  capita lized  a n d  the  n e t  fee o r  c o s t  to  b e  
a m o rt ize d  over  th e  life of t h e  re la ted  loan a s  an  a d ju s tm e n t  
to  yield. SFAS No. 91 was n o t  ap p l ie d  b e c a u s e  th e  effec ts  
w e re  n o t  m ateria l to  th e  financial posit ion  o r  resu lts  of 
o p e ra t io n s .

Ncf reporting of cash receipts and payments: S ta te m e n t  of F inan­
cial A ccounting S ta n d a rd s  ISFAS) No. 104. "N e t  R eport ing  
of Certain Cash Receipts a n d  Cash Paym ents  a n d  Classifica­
tion of Cash Flows from H edging  Transactions," b e c o m e s  ef­
fective |u n e  15. 1990. SFAS No. 104 a m e n d s  SFAS No. 95 to  
p e r m i t  b an k s  to  r e p o r t  n e t  a m o u n ts  o f  c a sh  rec e ip ts  a n d  
c a sh  p a y m e n ts  for loans  m a d e  to  c u s to m e rs  a n d  principal 
collections of loans, an d  d e p o s i ts  ac c e p te d  a n d  r e p a y m en ts  
o f  depos its .  As perm it ted .  CFAB has  e lec ted  ea r ly  a d o p t io n  
of  SFAS No. 104 a n d  th e  1989 financial s t a t e m e n ts  h ave  
b e e n  re s ta te d .

Reclassification: Certain items in th e  1989 financial s ta te m e n ts  
have  b e e n  reclassified to  co n fo rm  to 1990 p re se n ta t io n .

N o te  B — L oans :

CFAB's lo a n  p o r t f o l io  by m a j o r  c a t e g o r y  is a s  fo llow s:

May 31.
1990 1989

Seafood harvesters S 30.170.321 S 27 080 186
Fish processors 1 1.902.245 7.1 16 742
Agriculture and timber 3.409.048 588 386
Other receivables 1 467.268 1 740 8| 3

46.948.882 3o 535 027

Less loans receivable on
Class B preferred stock 442.700 915 000

46.506.182 35 579 | 2~
Less allowance lor loan losses 1 205 648 1 4 71 199

S 45 300 534 S 34 107 723

In a c c o r d a n c e  vith its s ta tu to ry  m a n d a te  a n d  au tho r i ty .  
CFAB s financing activity is limited to  th e  Alaskan c o m m e r ­
cial fishing a n d  agricu ltu re  industries.  This co n c e n t ra t io n  of 
lo a n s  in r e s o u r c e -b a s e d  indus t r ie s  resu lts  in an  u n u s u : l  
level of risk e x p o s u re .
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The loan  po r tfo l io  in c lu d es  loans  which have b e e n  
classified a s  nonaccrua l .  N onaccrua l  lo a n s  by m a jo r  
c a te g o ry  a r e  a s  follows:

May 31,

N o te  C — B a n k  P r e m is e s ,  F u r n i t u r e  a n d  E q u ip m e n t :

Bank p rem ises ,  fu rn itu re  a n d  e q u i p m e n t  co n s is ts  of th e  
following:

May 31,

1990 1989 1990 1989

Seafood harvesters S 1.341.632 S 2.500.981 Furniture, fixtures and

Fish processors 898,882 1 498.416 equipment S 902.865 S 893 781

Agriculture and timber 233.385 Leasehold improvements 147,202 14 7 202

Other receivables 129.352 1.050.067 1 040 983
2.240.514 4 362.134 Less accumulated depreciation and

Less loans receivable on amortization 931.685 885 570

Class B preferred stock 10.600 156.000 s 118.382 S 155 4 1 3

S 2,229.914 S 4.206 134

Activity in t h e  a l low ance  for loan  lo sses  is a s  follows:

May 31.

T he a l low ance  for loan  lo sses  is per iod ical ly  ev a lu a ted  by 
m a n a g e m e n t  a n d  ch a n g e s  a re  re c o rd e d  through  th e  cu r ren t  
p e r io d  p rovis ion  for loan  losses.

Loans lo Directors: To qualify for e lec tion  to  t h e  CFAB B oard  of 
Directors, a n  individual m u s t  b e  a  b o rrow ing  m e m b e r  o r  b e  
an  officer o r  principal of a  co rpo ra t ion ,  par tne rsh ip ,  o r  joint 
ven tu re  which is a borrow ing  m em ber ,  Loans to  th e s e  d i re c ­
to rs  o r  th e i r  in te re s ts  to ta l le d  $ 3 2 3 ,4 8 5  a n d  $215 ,605  a t  
M a y 3 l ,1 9 9 0 a n d  1989. respectively.

N o te  D — N o te s  P a y a b le :

N o te s  p ay a b le  cons is ts  of:

1990 1989

Balance at beginning
of year S 1.471.399 S 2.197.140 NBC long-term notes with

Charged to expense 204,500 132.300 interest rate of 11.28%.

Recoveries on loans maturing in lanuary, 1993

previously charged off 317.950 27.400

1.993.849 2.356.840 NB C  short-term notes and

Less loan amounts charged off 788.201 885.441 seasonal loan with interest

Balance at end of year S 1.205.648 S 1.471.399 rates ranging from 9.11%

to 10.0%. maturing
May 1. 1991

May 31.

1990

Member note with interest 
rate of 8,5% maturing 

August 26. 1990

Other - Capital lease

20.424

37.264

1989

S 5.000.000 S 5.000 000

11,301,440 2.140.766

50014

S 16.359.128 S 7 l<>0 780

T h e  NBC n o te s  a r e  s e c u re d  by  substantially all CFAB assets .

Principal p a y m e n ts  r e q u i r e d  on  n o te s  p a y a b le  a r e  a s  
follows:

Year e n d in g  M ay  3 1.

1991
1992
1993
1994

A m o u n t

I 1 .333 .632  
I 1 .768 

5.01 1 .768 
1 .960
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N o te  E — E m p lo y e e  B e n e f i t  P lan s :

CFAB has  a n  e m p lo y ee  bene f i t  plan a s  de f ined  u n d e r  S ec­
tion 40 lik )  o f  th e  In ternal  Revenue S erv ice  C o d e  covering  
substan tia l ly  all em p lo y e e s .

An e m p lo y e e  is a l low ed to  contr ibu te  up  to  15% of h is /h e r  
ea rn in g s  to  t h e  m ax im um  limit al lowed by  th e  Code. Con- 

. t r ibu tions  by CFAB to  th e  p la n  are  a t  th e  d isc re tion  of  th e  
Board  of Directors. C o n t r ib u t io n s  by CFAB for th e  yea rs  
e n d e d  May 31. 1990 a n d  1989 w ere  $56 ,2 7 9  a n d  $54,016. 
respectively.

N o te  F — C a p ita l :

Share capital: S h a r e s  o w n e d  by th e  S ta te  o f  Alaska m u s t  b e  
r e p u r c h a s e d  by  CFAB on  o r  b e fo re  July 20, 2000.

Preferential shareholders ' rights on  dissolution are  a t tached  
in th e  o rd e r  o f  Class C. Class B and  Class A.

The following rights ap p ly  to  th e  th re e  ca tego rie s  of stock:

Class C - N o voting o r  d iv id e n d  rights. May only  b e  is sued  
to  t h e  S ta te  o f  Alaska.

Class B - N o voting rights. Class B s tock  m ay only  b e  he ld  
by  m e m b e r s  of  CFAB. P rior  to  D e c e m b e r  31, 
1985. ail lo a n s  re q u ire d  a p u r c h a s e  o f  Class B 
s to c k  in a n  a m o u n t  eq u a l  to  10% o f  th e  loan  
b a lance :  however, th is  p u r c h a s e  w as  n o t  fu n d e d  
b u t  was e v i d e n c e d  by no tes .  O n  loans  m a d e  
s u b s e q u e n t  to  D e c e m b e r  31. 1985, ea ch  b o r ­
ro w e r  is r e q u i r e d  to  m ake  a ca sh  p u r c h a s e  of 
C lass  B s to c k  in a n  a m o u n t  e q u a l  to  5% of th e  
to ta l loan. This inves tm en t will rem ain  in p lace  u n ­
til r e t i red  by  t h e  B oard  of Directors.

Class A - No d iv id e n d  rights. Each m e m b e r  of CFAB m u s t  
o w n  o n e  s h a r e  o f  Class A stock. Each s h a re  of 
s tock  carr ies  o n e  vote. To vote, a  m e m b e r  m us t  b e  
a c u r r e n t  b o r r o w e r  o r  have b o r ro w e d  from CFAB 
d u r in g  th e  p re c e d in g  two years  o r  have m in im um  
re ta in e d  m e m b e r s h ip  e a rn in g s  a n d /o r  Class B 
s to c k  with CFAB of  S2.500.

N o te  G — i n c o m e  Taxes:

T he  provision for incom e taxes  cons is ts  of th e  following:

Year ended May 31.

1990 1989

Current payable - Federal S 798.000 S 369 912
Deferred benefit - Federal 1186.0001 1239 9 1 2l

S 612.000 S 130 000

The d e f e r r e d  in c o m e  tax b en e f i t  r e la te s  principally  to 
th e  t im ing d i f fe ren ce  arising from th e  e ffec t  of t h e  Tax 
R eform  Act of 1986 o n  the  a l lo w an c e  for loan losses. For 
Alaska S ta te  in c o m e  tax  calculat ion  p u r p o s e s .  CFAB has  
$ 1.9 0 8 ,0 0 0  n e t  o p e ra t in g  loss ca r ry fo rw a rd  ava ilab le  a s  of 
May 31,  1990. to  o ffse t  fu tu re  ta x a b le  ea rn ings .  T he  n e t  
o p e r a t in g  loss  c a r ry fo rw a rd  e x p i re s  M ay 3 1 .1 9 9 8 .

N o te  H — C o m m i t m e n t s  a n d  C o n t in g e n t  L iab il i t ies :

Commitments: CFAB le ase s  office s p a c e  u n d e r  a non-  
c a n c e la b le  o p e r a t in g  lease  a g r e e m e n t  which e x p i re s  in 
1992 a n d  for which th e  rem a in ing  le a se  ob liga tion  is 
S 2 6 5 .609 .  Rental e x p e n s e  u n d e r  this  le a se  to ta l led  
$ 15 1.844 a n d  $ 156 ,872  for th e  yea rs  e n d e d  May 3 1 . 1 9 9 0  
a n d  1989. respec t ive ly .

Contingencies: CFAB is a litigant in several legal ac tions arising 
f rom  n o rm a l  b u s in e s s  activities, prim arily  r e la te d  to  d e l in ­
q u e n t  loans  a n d  fo rec lo su res .  CFAB r e s e rv e s  for p o te n t ia l  
lo sses  o n  d e l in q u e n t  loans a s  d e s c r ib e d  in N o te  A. As to  
litigation o u ts id e  o f  d e l in q u en c ie s  a n d  fo re c lo su re s ,  
m a n a g e m e n t  b e l iev e s  th a t  th o s e  ac t io n s  a r e  w ithou t m e ri t  
o r  th a t  th e  u lt im ate  liability, if any. result ing  from th e m  will 
n o t  m ateria lly  affect CFAB's financial posit ion  o r  its resu lts  
o f  o p e r a t io n s .
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What is CFAB?
Alaska Commercial Fishing and Agriculture Bank 

(CFAB) began operations in B/80. Its sole mission is to 
provide financing of all kinds to the commercial fishing 
industry and the agriculture industry (including timber) 
in Alaska.

What hinds of loans and repayment 
programs are available from CFAB?

CFAB can make loans for almost any fishing-related or 
farming-related purpose. The most common purposes 
are the purchase, modification, or refinancing of a vessel: 
purchase of a limited entry permit: gear, engine, or 
equipment replacement or upgrade: general operating 
capital: and fish processing, etc There are no "standard" 
repayment terms or programs —  we work with each ap­
plicant to determine a repayment schedule appropriate 
to that particular loan transaction.

Who may borrow from CFAB?
In order to be eligible for consideration as a CFAB 

borrower, an applicant must be commercially involved 
in one of the industries mentioned earlier. An individual 
applicant must be a bona fide Alaska resident. A part­
nership must be comprised of Alaska residents. If the 
applicant is a corporation, the majority ownership and 
control must rest with Alaskans. There are some excep­
tions to the latter rule for companies which are involv­
ed in shorebased fish processing.

Eligibility, however, is only a first step. To obtain a 
CFAB loan, an applicant must be found by CFAB to be 
capable and creditworthy within the context o f the 
specific loan request. The standards used by CFAB are 
essentially the same as those of any responsible lender. 
However. CFAB's specialized purposes, and the ex­
perience we have gained, may perm it us to consider a 
broader range o f applicants than do most other 
lenders.

Wfio owns CFAB?
CFAB is a cooperative. This means that each borrower 

becomes an owner through a modest purchase of CFAB 
stock when a loan is made. The State of Alaska is also 
an owner. CFAB was established by a special Alaska 
statute, and the State made an initial investment of "seed 
money" —  that money is expected to be returned to the 
State as borrowers' ownership grows.

Does that mean the State operates CFAB0
CFAB's statute provides for it to be operated as a 

private cooperative rather than as a State agency. Its 
basic policies and directions are established by a seven- 
person Board o f Directors, which hires professional 
management and staff to operate the business. Five of 
the Directors must be borrower-owners of CFAB and are 
elected by the total borrower-ownership. The other two 
Directors are appointed by the Governor of Alaska. All 
Directors' terms are for three years. CFAB holds an 
ownership meeting each year - borrower-owners have 
the opportunity to vote on important matters, to receive 
reports from Directors and management, and to elect 
Directors. The State's stock is non-voting, although CFAB 
provides periodic reports to State officials.

Where does CFAB get its money to loan?
CFAB is not limited as to its source of funds. Since its 

inception, CFAB has borrowed funds for re-lending from 
the Federal Farm Credit System.

Wfiat is CFAB's interest rate and how is it set?
Although CFAB occasionally makes fixed rate loans, 

the vast majority of its loans are on a variable rate basis. 
That is, the rate will change —  up or down —  as CFAB's 
costs change. There is no single initial rate —  the initial 
rate is based on the kind o f loan involved. Most impor­
tant. we use a procedure to objectively analyze the 
credit-worthiness of each individual applicant, which per­
mits us to offer the most favorable interest rates to the 
most desirable risks. CFAB's interest rates overall are set 
to provide sufficient income to pay its own interest costs 
and operating expenses and to provide a small margin. 
Since CFAB is a cooperative, any margin which is actually 
produced is either returned to the borrower-owners or 
otherwise used to their benefit.

-  EXCERPTED FROM A CFAB BROCHURE. -




