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LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M March 30, 2004

SUBJECT: CSHB 527(STA) relating to the Alaska Securities Aci 
(Work Order No. 23-LS1792\H)

TO: Representative Bruce Weyhrauch

FROM:  ̂ Theresa L. Bannister 
Legislative Counsel

This memo accompanies a draft of the committee substitute described above.

1. Civil penalty amounts. As we discussed, the increased civil penalty amounts raise an 
issue as to whether they are sizeable enough to be treated by the courts as criminal 
matters. A court will determine whether the amount demonstrates a social and ethical 
judgment by the community of criminality in this situation.1 The court will give some 
deference to the legislative identification in the bill of the amount being a civil penalty. 
Whether the amount of the fine indicates criminality is a question of legislative intent.2 
The fact that a violation under this chapter can involve large amounts of money tends to 
support the characterization of this as a civil penalty. However, it is a very large amount 
and may not be appropriate for some situations.

2. Application of AS 45.55.980. It was not clear to me whether you wanted to actually 
change the current language of the section that deals with the state's jurisdiction. 
Therefore, the language that is added is designed to work with the current language of the 
section. If you had in mind changing the provisions in the section, the provisions of (a) -
(f) would need to be repealed or modified.

3. Liquidated damages. The reference to liquidated damages has not been included 
because the doubling of the restitution amount would not be considered liquidated 
damages in this situation.

If I may be of further assistance, please advise.

1 See Baker v. City of Fairbanks, 471 P.2d 386, 402 n.29 (Alaska 1970); Resek v. State,
706 P.2d 288, 291 (Alaska 1985); and Beran v. State, 705 P.2d 1280, 1284 n.4 (Alaska 
App. 1985).

TLB:mec! 
04-337.mcd

Enclosure
J

2 Resek v. State. 706 P.2d 288, 291 (Alaska 1985).
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CS FOR HOUSE BILL NO. 527(STA)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTY-THIRD LEGISLATURE - SECOND SESSION

BY THE HOUSE STATE AFFAIRS COMMITTEE

Offered:
Referred:

Sponsor(s): HOUSE STATE AFFAIRS COMMITTEE

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to the Alaska Securities Act, including fees and other money received 

by the adm inistrator of that Act, reports, proxies, consents, authorizations, proxy 

statements, and other materials, civil penalties, refunds of proceeds from violations, 

restitution, attorney fees and costs, state jurisdiction, and investment adviser 

representatives; amending Rules 54(d), 79, and 82, Alaska Rules of Civil Procedure; and 

providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.55.139 is amended to read:

Sec. 45.55.139. Reports of corporations. A copy of all annual reports, 

proxies, consents or authorizations, proxy statementSj and other materials relating to 

proxy solicitations distributed, published* or made available by any person to at least 

30 Alaska resident shareholders of a corporation that has [TOTAL ASSETS 

EXCEEDING $1,000,000 AND] a class of equity security held of record by 250 [500]

- I -  C S IIB  527(STA)
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or more persons and that [WHICH] is exempted from the registration requirements of 

AS 45.55.070 by AS 45.55.138, shall be filed with the administrator concurrently with 

its distribution to shareholders.

* Sec. 2. AS 45.55 is amended by adding a new section to read:

Sec. 45.55.908. Accounting and disposition of receipts, (a) The 

commissioner of administration shall separately account for the fees and other money 

received by the administrator under this chapter and remitted to the commissioner of 

administration under AS 37.10.050.

(b) The legislature may make appropriations from this account to implement 

the activities of the administrator under this chapter, to maintain an aggressive 

program of investigation and prosecution of violations o f this chapter, to perform all 

activities necessary to prevent harm to persons in the state from violations of this 

chapter, and to recover damages for the persons harmed by a violation of this chapter.

* Sec. 3. AS 45.55.920(b) is amended to read:

(b) The administrator may issue an order against an applicant, registered 

person, or other person who knowingly or intentionally violates this chapter or a 

regulation or order of the administrator under this chapter, imposing a civil penalty of 

not more than SIOO.QOO [$2,500] for a single violation, or not moie than $1,000,000 

[$25,000] for multiple violations, in a single proceeding or a series of related 

proceedings.

* Sec. 4. AS 45.55.920(c) is amended to read:

(c) For violations not covered by (b) of this section, the administrator may 

issue an order against an applicant, registered person, or other person who violates this 

chapter or a regulation or order of the administrator under this chapter, imposing a 

civil penalty of not more than $100,000 [$500] for a single violation, or not more than 

$1,000,000 [$5,000] for multiple violations, in a single proceeding or a series of 

related proceedings.

* Sec. 5. AS 45.55.920(e) is amended to read:

(e) After an order issued by the administrator under (b) or (c) of this section 

becomes final and all rights of appeal are exhausted, the administrator may petition the 

superior court to enter a judgment against a person who is a respondent in the order for

CSHB 527(STA) -2-
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the amount of the civil penalty levied or the am ount of restitution ordered against 

the person and attorney fees and costs as allowed under fg) of tilts section. Subject 

to AS 44.62.570, the filing of the petition for a judgment does not reopen the final 

order to further substantive review unless the court orders otherwise. A judgment 

entered under this subsection may be executed on and levied under in the manner 

provided in AS 09.35.

* Sec. 6. AS 45.55.920 is amended by adding new subsections to read:

(f) In an order under (b) or (c) of this section, if another person has been 

harmed as a result of the violation, the administrator shall also require the violator to 

refund to the administrator the proceeds received by the violator from the violation 

and to make restitution to all persons harmed as a result of the violation. The amount 

of the restitution paid to the harmed person must be two times the amount of loss 

caused to the person by the violator.

(g) If the administrator is the prevailing party in a court action brought by the 

administrator under this section, the court shall award to the administrator the actual 

reasonable attorney fees and actual reasonable costs incurred by the administrator in 

the action, including all expert witness fees.

* Sec. 7. AS 45.55.980 is amended by adding a new subsection to read:

(j) When determining the jurisdiction of the state over persons and acts under 

this chapter, this section shall be interpreted to apply to persons and activities to the 

fullest extent allowed by the Constitution of the State of Alaska and the Constitution 

of the United States.

* Sec. 8. AS 45.55.990(15) is amended to read:

(15) "investment adviser representative"

(A) means a natural person who

(i) makes a recommendation or otherwise renders 

advice regarding securities; manages accounts or portfolios of clients; 

determines which recommendation or advice regarding securities 

should be given; solicits, offers, or negotiates for the sale of or sells 

advisory services; or supervises employees who perform an activity 

described in this sub-subparagraph; and

WORK DRAFT WORK DRAFT 23-LS1792\H
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(ii) is a supervised person of a state investment adviser 

that is registered or required to be registered under this chapter o r is a 

supervised person of a federal covered adviser and has a place of 

business located in this state, if a substantial portion of the business of 

the supervised person is providing to clients who are natural persons 

the services described in (i) of this subparagraph [, OR WHO IS A 

SUPERVISED PERSON OF A FEDERAL COVERED ADVISER, 

HAS A PLACE OF BUSINESS LOCATED IN THIS STATE, AND 

HAS SIX OR MORE CLIENTS WHO ARE NATURAL PERSONS, 

IF A SUBSTANTIAL PORTION OF THE BUSINESS OF THE 

SUPERVISED PERSON IS PROVIDING TO CLIENTS WHO ARE 

NATURAL PERSONS THE SERVICES DESCRIBED IN (i) OF 

THIS SUBPARAGRAPH];

(B) means other persons who are not otherwise covered by this 

paragraph but who are designated by regulation or order of the administrator;

(C) except persons covered by (36)(A)(ii) of this section, does 

not include a person that would not be defined as an investment adviser 

representative under 17 C.F.R. 275.203A-3 adopted under 15 U.S.C. 80b-3a 

(Investment Advisers Act of 1940), as that regulation exists on or after 

October 1, 1999;

* Sec. 9. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

INDIRECT COURT RULE CHANGES. AS 45.55.920(g), added by sec. 6 of this 

Act, has the effect of changing

(1) Rule 82, Alaska Rules of Civil Procedure, by establishing different rules 

relating to the award of attorney fees in actions that are brought under AS 45.55;

(2) Rules 54(d) and 79, Alaska Rules of Civil Procedure, by establishing 

different rules relating to the award of costs in actions that are brought under AS 45.55.

* Sec. 10. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

CONDITIONAL EFFECT. AS 45.55.920(g), enacted by sec. 6 of this Act, takes

CSHB 527(STA) -4-
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1 effect only if sec. 9 of this Act receives the two-thirds majority vote of each house required by

2 art. IV, sec. 15, Constitution of the State of Alaska.

3 * Sec. 11. This Act takes effect immediately under AS 01.10.070(c).

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

R e p r e s e n t a t i v e  B r u c e  W e y h r a u c h

Alaska 
S t a te  Capi tol  

Juneau, Alaska 
99801-1182

(907) 465-3744 
FAX (907)465-2273

S t a t e  A f f a i r s  C o m m i t t e e

HB 527
THE ALASKA SECURITIES ACT 

SPO N SO R'S STATEM ENT

In ascending order of importance, this bill would accomplish four things that the division of 
banking, securities, and corporations seeks to improvement its operations. First, it  streamlines a technical 
definition for investment adviser representative that at present is redundant and, therefore, difficult to 
comprehend. This is very much a technical amendment.

Second, the bill would give the securities administrator the authority to fine a person who 
violates the Securities Act up to $100,000 for multiple, knowing or purposeful violations. A t present the 
upward lim it is $25,000. The fine for a single instance of a knowing violation is left at its present 
minimum level of $2,50^ Tire bill would also raise the possible fines for inadvertent violations or 
violations that cannot be proven to be knowing, from a minimum $500 for a single violation to $25,000 for 
multiple instances of infringement.

The third element of the bill would give to the securities administrator the authority to order 
restitution to the victim of a violation of the Act. A t present, any fines collected are simply placed in the 
general fund and the victim is left with no tiling but the right to sue. There are, however, instances where 
suit is impracticable or burdensome for a victim. For example, if  a senior citizen is bilked of $10,000, the 
state can fine the perpetrator, of course, but the senior is left with no other course but to bring an action in 
court. If the perpetrator is from out of state, as many are, he is almost insulated from an effective legal 
remedy because interstate actions are very expensive and cumbersome, even for lawyers. With the 
authority contained in this bill and the present ability to reduce fines and awards to judgment and bring 
interstate actions, the senior could be reimbursed at least a portion of the losses sustained. It would seem 
*erribly unfair to leave the victim unrecompensed. Most states, as well as the newly minted Uniform 
Securities Act, adhere to the principle of reimbursement for victims of wrongdoing.

The fourth and most important provision of the bill would lower the jurisdictional lim it of the 
division for oversight of ANCSA corporation proxy matters to those corporations with more than 250 
shareholders. A t present, those corporations with 500 or more shareholders and $1,000,000 in assets must 
file w ith the division copies of annual reports, consents and authorizations, proxies, proxy statements, 
and other materials related to proxy solicitations that are published or made available to 30 or more

~ More ~

1



Alaska resident shareholders. The asset limitation is not appropriate because virtually none of the 
corporations, from the smallest to the largest, book their assets at market value, especially their land 
holdings. Thus, a corporation could be wealthy in terms of land, yet only carry a much smaller asset 
balance on their books. This does exempt them from the current reporting requirements.

The lim it on shareholders should be reduced, not to burden more corporations, but to enfranchise 
more Native shareholders in smaller corporations. Many times, the smaller village corporations are the 
one*, that can be, at times, less sensitive to shareholder rights. With this simple reporting requirement 
imposed, it gives the division the ability to police such matters and educate where needed.

There is nothing in this legislative provision that adds any more burden on a corporation of any 
size save the requirement to make certain specific disclosures in their proxy statements and make the 
expenditure for postage to send their materials to the division. This is simply a matter of disclosing more 
fu lly to shareholders. The federal statute, ANCSA, already requires every Native corporation to submit 
its hooks to audit. This bill does not alter federal law, but adds a requirement of disclosure to 
shareholders. Title 10 of the Alaska Statutes imposes certain other conditions; not this bill. There is an 
existing requirement also, that a corporation publish a proxy statement as part of a proxy solicitation.
The only requirement this bill would indirectly add by virtue of having a corporation submit to the 
division's regulations is that certain disclosures would become mandatory. This might add a page or two 
to the proxy statement, but is not burdensome.

This bill clearly contains beneficial provisions while protecting the investing public and letting 
shareholders in Native corporations have more information

Contact: Linda Sylvester Released: March 1,2004
Representative Bruce Weyhrauch 
465-4963

2



FISCAL NOTE

STATE OF ALASKA
2004 LEG ISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title Alaska Securities Ac*

Fiscal Note Number:
Bill Version:
() Publish Date:

HB 527

DCEDDept. Affected______
RDU Banking. Securities & Corpora!ions(115)
Component Banking, Securities &____________

Sponsor
Requester

House State Affairs Corporations
House State Affairs

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

1233

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

jCAPITAL EXPENDITURES

ICHANGE IN REVENUES (1156) 79.0 79.0 79.0 79.0 79.0 79.0

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1156 Receipt Supported Services

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate paqe if necessary)

This legislation, among other thirgs, increases the civil penalties for people who violate Alaska’s Security 
Act. Penalties increase from $2,500 for a single knowing violation to a maximum of $100,000 for multiple 
knowing violations, and from $500 to $25,000 for unintentional violations. The department estimates an 
additional $79.0 in revenues will be collected as a result of this increase. The estimate, which is subject to 
significant variability, is based on the weighted average of the amount of fines levied and collected over the 
past five years. Fines have ranged from a low $15.7 to a high of $683.5. Collection rates vary from a low 
of 0.5% to 85%. This legislation has no fiscal impact on the operations of the division.

Prepared by: 
Division
Approved by: 
Agency

Mark Davis, Director
Banking, Securities & Corporations

Phone (907)465-5451 
Date/Time 3/8/04 2:22 PM

Edgar Blatchford, Commissioner Date 3/8/2004
Department of Community & Economic Development

(Revised 9/1003 OM8) Page 1 o f 1



’ [Fwd: [Fwd: [Fwd: FW: Native corporatio...ck major punch - ADN - Feb. 27, 2004]]]

di st r ibu te  to  t h e  Di rec to rs .  T h e y  shou ld / 
How a s  well.

N i c o l e  H a l l i n g s t a d  
C o r p o r a t e  S e c r e t a  
S e a l a s k a  C o r p o r a t i o n  ,
O n ^  S e a l a s k a  P l a z a , \ s u i t e  4 0 0  
J u n e a u ,  9 9 8 0 1 - 1 ^ 7 6  /  
p  i :  ^ 9 0 7 )  5 8 6 - 9 2 4 9  V - /  
f a x :  ho/7)  5 8 6 - 2 3 0 4  
n i c o : 4 j * a l l i n g s t a d @ s e a l a s k a . c o m

Brom: I rw in  Vikki
Sent: Fr iday ,  Febi  ,
To: Chri s  M c N e i l /H a r r i s  R ick ; \S t r a f fo rd  
T ^ d d ;  Ha l l i ng s t ad  Nicole;  Ho tcnSLanice;  E r & i e r i k s e n  Deri  
CCc I rwin
Subject: X a t i v e  c o r p o r a t i o n s  p a c k  m a j o r  p u n c h  - ADN - Feb .  27 ,  2 0 0 4

R i n e h a r t  R icha rd  
Ol iver  David

• W o l f e  Ro n ;  Ant ioqu i a

N a t i v e  c o r p o r a t i o n s  p a c k  m a j o r  p u n c h
SURVEY: Assets to ta led  $2 .7  billion in 2002 but many m em bers still live in poverty.
By  P A UL A  D O B B Y N ,  A n c h o r a g e  D a i l y  N e w s  ( P u b lis h e d : F e b ru a ry  2 7 ,  2 0 0 4 )  
h t t p  : / / w w w .  a d n . c o m / b u s i n e s s / s t o r v / 4 7 8 8 5 5 7 p - 4 7 3 1 4 3 0 c . h t m l

A s  c a l l s  m o u n t  f o r  i n c r e a s e d  s c r u t i n y  o f  A l a s k a  N a t i v e  c o r p o r a t i o n s ,  a  n e w  s u r v e y  o f  t h e  
c o n g r e s s i o n a l l y  c r e a t e d  f i r m s  d e s c r i b e s  t h e m  a s  e c o n o m i c  p o w e r h o u s e s  t h a t  g e n e r a t e  b i l l i o n s  o f  
d o l l a r s  i n  r e v e n u e ,  d i v i d e n d s ,  s c h o l a r s h i p s  a n d  c h a r i t a b l e  c o n t r i b u t i o n s .

R e p o r t  P D F ----------------- T h e  s u r v e y  o f  1 3  r e g i o n a l  c o r p o r a t i o n s  a n d  3 0  v i l l a g e  c o r p o r a t i o n s ,  f o r m e d
u n d e r  t h e  1 9 7 1  A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t  A c t ,  w a s  c o n d u c t e d  b y  t h e  
A s s o c i a t i o n  o f  A N C S A  R e g i o n a l  C o r p o r a t i o n  P r e s i d e n t s / C E O s .  T h e  r e p o r t  
f o u n d  t h a t  t h e  s a m p l e d  c o r p o r a t i o n s  h a d  c o m b i n e d  r e v e n u e  o f  $ 2 . 4  b i l l i o n  in 
2 0 0 2 ,  w i t h  m o r e  t h a n  h a l f  o f  t h a t  c o m i n g  f r o m  t h e  o p e r a t i o n s  o f  A r c t i c  S l o p e  
R e g i o n a l  C o r p .  o f  B a r r o w  a n d  A n c h o r a g e - b a s e d  C h u g a c h  A l a s k a  C o r p .

T h e  c o r p o r a t i o n s  t a k i n g  p a r t  in  t h e  s u r v e y  h a d  a s s e t s  o f  $ 2 . 7  b i l l i o n  in 2 0 0 2 .  
T h e y  r a n  a  c o m b i n e d  A l a s k a  p a y r o l l  o f  $ 4 0 8  m i l l i o n ,  e m p l o y e d  1 2 , 1 2 3  p e o p l e  
s t a t e w i d e  a n d  h a n d e d  o u t  $ 4 5 . 6  m i l l i o n  in d i v i d e n d s  t o  s h a r e h o l d e r s  t h a t  

own  o a t . r e p p i y . T j  y e a r /  a c c o r d i n g  t o  t h e  r e p o r t .  T h e  r e g i o n a l  c o r p o r a t i o n s  t o g e t h e r  r e p o r t e d  

$ 1 2 4  m i l l i o n  in  p r o f i t s .

" T h e  c o r p o r a t i o n s '  i m p o r t a n c e  a n d  i n f l u e n c e  c o n t i n u e  t o  g r o w  a t  a n  e x p o n e n t i a l  r a t e ,  g i v i n g  t h e m  a  
p o w e r f u l  p o l i t i c a l  v o i c e  i n  t h e  s t a t e .  A t  t h e  s a m e  t i m e ,  t h e  c o r p o r a t i o n s  c o n c e r n  t h e m s e l v e s  w ' t h  
t h e  s o c i a l  n e e d s  o f  A l a s k a  N a t i v e s ,  a s  w e l l  a s  t h e i r  e c o n o m i c  w e l l - b e i n g , "  t h e  r e p o r t  s a i d .

D e s p i t e  t h e  s u c c e s s e s ,  t h e  r e p o r t  m e n t i o n s  t h a t  A l a s k a  N a t i v e s  c o n t i n u e  t o  r a n k  a s  t h e  e t h n i c  
g r o u p  in  A l a s k a  w i t h  t h e  l o w e s t  p e r  c a p i t a  i n c o m e .  N a t i v e s  c o n s t i t u t e  t h e  l a r g e s t  g r o u p  o f  t h e  
o v e r a l l  A l a s k a  p o p u l a t i o n  l i v i n g  in  p o v e r t y .

2 o f 4 3/1/2004 8:37 AM

mailto:allingstad@sealaska.com


* [Fwd: [Fwd: [Fwd: FW: Native corporatio...ck major punch - ADN - Feb. 27, 2004]]]

" A s  w e  c e l e b r a t e  o u r  s u c c e s s e s ,  w e  c a n ' t  f o r g e t  t h a t  d e s p a i r  c o n t i n u e s  t o  n i p  a t  t h e  h e e l s  o f  m a n y  
o f  o u r  f a m i l y  m e m b e r s , "  w r o t e  C a r l  M a r r s ,  p r e s i d e n t  o f  t h e  A N C S A  a s s o c i a t i o n  a n d  c h i e f  e x e c u t i v e  
o f  A n c h o r a g e - b a s e d  C o o k  I n l e t  R e g i o n  I n c . ,  A l a s k a ' s  m o s t  p r o f i t a b l e  N a t i v e  c o r p o r a t i o n .

M a n y  A l a s k a  N a t i v e s  r e l y  h e a v i l y  o n  t h e i r  c o r p o r a t e  d i v i d e n d s  t o  g e t  b y ,  w h i l e  o t h e r s  g e t  n o t h i n g  
b e c a u s e  t h e i r  c o r p o r a t i o n s  d o n ' t  m a k e  t h e  p o p u l a r  p a y o u t s .

" O f  t h e  4 3  c o r p o r a t i o n s  s u r v e y e d ,  2 6  d i d  n o t  p a y  d i v i d e n d s  in 2 0 0 2 , "  t h e  r e p o r t  s a i d .

T h e  r e p o r t ' s  r e l e a s e  c o i n c i d e s  w i t h  r e c e n t  c a l l s  f o r  m o r e  a c c o u n t a b i l i t y  f r o m  N a t i v e  c o r p o r a t i o n s  
a n d ,  in  s o m e  c a s e s ,  f o r  b i g g e r  d i v i d e n d s .

S h a r e h o l d e r s  o f  A r c t i c  S l o p e  in  J a n u a r y  p e t i t i o n e d  t h e i r  c o r p o r a t i o n s  t o  s h a r e  m o r e  o f  t h e  r o u g h l y  
$ 1  b i l l i o n  i n  r e v e n u e  i t  m a k e s ,  in  t h e  f o r m  o f  f a t t e r  p a y o u t s .  C J R I  s h a r e h o l d e r s  l a s t  s u m m e r  f o r c e d  
t h e  c o m p a n y  t o  c u t  t h e m  c h e c k s  o f  $ 5 , 0 0 0  e a c h  f o r  t h e  t y p i c a l  s h a r e h o l d e r  w i t h  1 0 0  s h a r e s .  T h e  
$ 3 1  m i l l i o n  p a y o u t  c a m e  o n  t h e  h e e l s  o f  t w o  l a r g e  c a s h  d i s t r i b u t i o n s  C I R I  m a d e  a f t e r  i t  c a s h e d  o u t  
a  w i r e l e s s  i n v e s t m e n t  in  2 0 0 0 .  M o s t  C I R I  s h a r e h o l d e r s  g o t  t w o  c h e c k s  t o t a l l i n g  $ 6 5 , 0 0 0 .

A s  s o m e  s h a r e h o l d e r s  p r e s s  f o r  c a s h ,  o t h e r s  w a n t  t o  w e d g e  t h e i r  w a y  f a r t h e r  i n s i d e  t h e  t i g h t l y  h e l d  
a n d  o f t e n  s e c r e t i v e  c o m p a n i e s ,  a n d  e x e r t  g r e a t e r  i n f l u e n c e  o v e r  f i n a n c i a l  d e c i s i o n s  a n d  h a v e  e a s i e r  
a c c e s s  t o  c o m p a n y  b o o k s .  B e c a u s e  A l a s k a  N a t i v e  c o r p o r a t i o n  s t o c k  i s n ' t  t r a d e d  p u b l i c l y ,  t h e  
c o m p a n i e s  fa l l  o u t s i d e  t h e  s c r u t i n y  o f  t h e  f e d e r a l  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n .  T h a t  m a k e s  
t h e m  r i p e  f o r  a b u s e  a n d  c o r r u p t i o n ,  s o m e  s h a r e h o l d e r s  s a y .

A m o v e  i s  a b o u t  t o  g e t  u n d e r  w a y  in  J u n e a u  t o  c h a n g e  t h a t .

R e p .  B r u c e  W e y h r a u c h ,  R - J u n e a u ,  s a i d  h e  p l a n s  t o  i n t r o d u c e  a  bil l  M o n d a y  t h a t  w o u l d  s h i n e  a  
b r i g h t e r  s p o t l i g h t  o n  N a t i v e  c o r p o r a t i o n s .  A s  i t  s t a n d s  n o w ,  o n l y  c o r p o r a t i o n s  w i t h  5 0 0  o r  m o r e  
s h a r e h o l d e r s  a n d  $ 1  m i l l i o n  o r  m o r e  in  a s s e t s  a r e  r e q u i r e d  t o  f i le  t h e i r  a n n u a l  r e p o r t s  a n d  p r o x y  
m a t e r i a l s  w i t h  s t a t e  s e c u r i t i e s  r e g u l a t o r s .  W e y h r a u c h ' s  bil l  w o u l d  e l i m i n a t e  t h e  a s s e t  t h r e s h o l d  a n d  
m a k e  a n y  N a t i v e  c o r p o r a t i o n  w i t h  2 5 0  s h a r e h o l d e r s  o r  m o r e  f i l e  f i n a n c i a l  r e p o r t s  a n d  p r o x y  
m a t e r i a l s  w i t h  t h e  D i v i s i o n  o f  B a n k i n g ,  S e c u r i t i e s  a n d  C o r p o r a t i o n s .  T h e  g o a l  i s  t o  m a k e  s m a l l e r  
c o m p a n i e s  a c c o u n t a b l e  t o  t h e i r  s h a r e h o l d e r s .

" I t  g i v e s  t h e  p u b l i c ,  t h r o u g h  t h e  s t a t e  o f  A l a s k a ,  a  g r e a t e r  a b i l i t y  t o  s c r u t i n i z e  t h e s e  c o r p o r a t i o n s , "  
s a i d  W e y h r a u c h .

V i n c e  U s e r a ,  s e n i o r  s e c u r i t i e s  e x a m i n e r ,  s a i d  t h e  c h a n g e  w o u l d  a f f e c t  4 0  t o  5 0  c o m p a n i e s  t h a t  
d o n ' t  h a v e  t o  r e p o r t  n o w .  T h e  r e f o r m  i s  l o n g  o v e r d u e  b e c a u s e  t o o  m a n y  N a t i v e  c o r p o r a t i o n s  fal l  
o u t s i d e  t h e  s c o p e  o f  a n y  r e g u l a t i o n ,  h e  s a i d .

" W e ' v e  b e e n  c o m p l a i n e d  t o  s e v e r a l  t i m e s  a b o u t  s m a l l e r  N a t i v e  c o r p o r a t i o n s  t h a t  a r e  r u n  l i ke  a  
f a m i l y  b u s i n e s s .  A n d  t h e  f a m i l y  t h a t  h a s  t h e i r  h a n d s  o n  t h e  w h e e l  r u n s  t h e  e n t i r e  d e a l .  T h e y  d o n ' t  
c o n f o r m  t o  c o r p o r a t e  g o v e r n a n c e  r u l e s .  T h e y  d o n ' t  p u b l i s h  a n y t h i n g .  T h e y  d o n ' t  h a v e  t h e i r  b o o k s  
a u d i t e d .  T h e y  k e e p  t h e i r  b o o k s  o n  t h e  b a c k  o f  a  n a p k i n , "  U s e r a  s a i d .

U s e r a  s a i d  i t ' s  o f t e n  i m p o s s i b l e  t o  g e t  a n s w e r s  o u t  o f  N a t i v e  c o r p o r a t i o n s  t h a t  c u r r e n t l y  d o n ' t  h a v e  
t o  s e n d  a n y  i n f o r m a t i o n  t o  h i s  o f f i c e .

R e c e n t l y  h e  t r i e d  t o  h e l p  a  s h a r e h o l d e r  o f  T e t l i n  N a t i v e  C o r p .  w h o  s a i d  s h e  h a d  n o t  r e c e i v e d  
d i v i d e n d s  f r o m  t h e  c o m p a n y  f o r  m o r e  t h a n  a  d e c a d e .  U s e r a  w r o t e  a  l e t t e r  o n  b e h a l f  o f  t h e  
s h a r e h o l d e r  a n d  a d d r e s s e d  i t  t o  t h e  p e r s o n  h e  h a d  l i s t e d  a s  T e t l i n ' s  c h i e f  e x e c u t i v e .

H e  l a t e r  d i s c o v e r e d  t h a t  t h e  m a n  h a d  b e e n  d e a d  f o r  s e v e r a l  y e a r s .

D a i l y  N e w s  r e p o r t e r  P a u l a  D o b b y n  c a n  b e  r e a c h e d  a t  p d o b b v n @ a d n . c o m  o r  2 5 7 - 4 3 1 7 .
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Cully Corporation
P.O. Box 59089 

Point Lay, Alaska 99759

PROXY STATEMENT FOR ANNUAL SHAREHOLDERS MEETING 
Dr. A lbert Conference Hall, Ilisagvik College, Barrow , Alaska,

1:00 P.M., Saturday, April 26, 2003

The Date of the this Proxy is M arch 15,2003

This statement is furnished in order to explain and to provide further information about the 
enclosed proxy, which has been sent to you by the board of directors of Cully Corporation 
(Cully). The proxy form will allow your shares to be voted even though you are not present at 
the meeting. You should read these instructions and the proxy form carefully before signing. 
This proxy statement and the accompanying proxy are being mailed to the shareholders on or 
about March 15,2003.

Solicitation of Proxies

The Board of Directors o f Cully solicits the enclosed proxy for use at the Annual Meeting of 
Shareholders to be held at the Dr. Albert Conference Hall, Ilisagvik College, Barrow, Alaska on 
Saturday, April 26, 2003. Registration begins at 1:00 P.M.

Annual Meeting Expenses

Cully is paying for the cost o f this solicitation for proxies, including the cost of preparing, 
printing, and mailing the notice of the meeting and proxy material. The cost of any supplemental 
mailings will also be paid by Cully. Solicitations will be made by mail, except that Directors, 
Officers, or regular employees of Cully may make solicitations o f proxies by telephone and in 
person. In addition, radio, television, and newspaper advertisements may be used to assist in the 
solicitation of proxies, if  deemed necessary in order to obtain a quorum. In order to obtain a 
quorum of proxies, Cully will pay for the inspector o f election, parliamentarian, election 
tabulation, salaries and wages o f regular employees, telephone, and advertisement expenses. 
These costs are normal expenses o f conducting an annual meeting. No other expenses in 
connection with this proxy solicitation are anticipated.

Proxy Holderw

Unless you indicate otherwise in the blank provided, the proxy form appoints the current board 
of directors as the proxy holder. The Directors are: Alma M. Upicksoun, Martha Tukrook, 
Joseph Upicksoun, Lily Anniskett, and Walter Toorak, Sr., Ardys Akers and Genevieve 
Tukrook. If you give your proxy to the board of directors, they will be responsible for seeing 
that your shares are voted in accordance with the proxy you have given to them.
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R e s c i s s i o n  o f  P r o x y

Any proxy received by a Shareholder can be rescinded by attending and voting in person at the 
Annual Meeting by written rescission received at the annual meeting, or by filing a proxy 
bearing a later execution date if  received before 5:00 p.m. on April 25, 2003.

F i n a n c i a l  S t a t e m e n t s

The Board of Directors received a clean opinion from the accounting firm of Newhouse & 
Vogler regarding an audit of the financial statements for the year ended December 31, 2002.

F i l i n g  o f  P r o x i e s

All proxies, Revocation of Proxies, and Powers o f Substitution (Hereinafter, “Proxy” or 
“Proxies”) shall be filed with the secretary of the Corporation. A proxy is not valid and may not 
be voted at the shareholders meeting unless the executed proxy has been filed with the secretary 
of the corporation no later than 5:00 p.m. April 25,2003.

In order to make your proxy valid, please date and sign it exactly the way your name appears on 
the stock records. A person’s mark shall constitute a valid signature if  it is witnessed by two (2) 
persons, eighteen (18) years o f age or older. All proxies received in writing, which shows intent 
to empower or revoke a proxy, shall be valid.

All challenges to proxies, ballots, or the conduct of the election or vote shall be made to the 
Inspector of Election, who shall decide such challenges in accordance with the Articles of 
Incorporation, By-laws of the corporation, rules of election, and applicable principles of 
corporate law.

V o t i n g  o f  S h a r e s

The corporation has one class of stock outstanding, designated as Class "A" Settlement Stock. 
The holders of these classes o f stock whose name appear of record on the books of the 
corporation at the close of business on March 15, 2003 are entitled to vote at the meeting.

Each share of stock entitles the holder to one (1) vote, provided the shareholder is an Alaskan 
Native as defined by the Alaska Native Claims Settlement Act (ANCSA), as amended. As of 
March 15, 2003, there were 8,900 shares of Class "A" common stock outstanding. O f those 
outstanding shares 8,900 are entitled to vote.

V o t i n g  o f  S h a r e s  H e l d  U n d e r  C u s t o d i a n s h i p

Alaska law requires that stocks in a corporation organized pursuant to ANCSA to which a minor 
is entitled must be issued by the corporation to a custodian who will hold the stock for the minor 
until the shareholder reaches the age of eighteen (18) years. If  you are a custodian holding 
shares for a minor, it is important that you sign and return the enclosed proxy for each minor 
shareholder for whom you are acting as custodian.
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A c t i o n  t o  b e  T a k e n  U n d e r  P r o x y

After you have executed and returned the enclosed proxy, you may still revoke it (take it back) at 
any time before the persons to whom you have given your proxy vote your stock. This may be 
done by notifying the Secretary of the Corporation in writing on or before 5:00 p. m., April 25, 
2003, or by registering and attending the meeting in person. Unless you take back the proxy, the 
persons to whom you have given it will vote the shares as you have directed on the proxy. 
Unless you direct otherwise, such persons will vote your shares as follows:

a) For the election of two (2) directors, and
b) In their discretion the transaction of such other business as may properly come 

before the annual meeting or any adjournment thereof.

The By-laws of the corporation provide that the busin. "s and property o f  the corporation shall be 
managed and controlled by the Board of Directors, consisting of seven (7) members. All 
directors are required to be shareholders of the corporation and eighteen (18) years of age or 
over. The Directors shall hold office until his or her tenm has expired and until his or her 
successor is elected.

The By-laws provide for the classification of directors into three (3) classes. Listed below are 
the nominees for the election of the Board of Directors to serve for a three (3) year term. Unless 
you otherwise instruct the persons holding your proxy, such persons will vote the proxies 
received by them in their own discretion, but rese^'e the right to cumulate the votes and 
distribute them among the nominees in their discretion. vAlso refer to the heading in the Proxy 
Statement “Cumulative Voting of Directors”). If a nominee for some reason does not continue to 
be available to serve if  elected to office.

L i l y  A n n i s k e t t  a n d  C h a r l i e  S o o s u k  A t t u n g o w r u k  f o r  s e a t  1  

W a l t e r  T o o r a k ,  S r .  a n d  T h o m a s  S .  N u k a p i g a k  f o r  s e a t  2  

H e r e  a r e  t h e  S t a t e m e n t  o f  Q u a l i f i c a t i o n s  f o r  t h e  2 0 0 3  E l e c t i o n  C a n d i d a t e s

Lily Anniskett Cully Board member from April 1997 to present, with fifty-six
Point Lay, Alaska, Age 53 percent (56%) meeting attendance in 2002. Presently working

as acting President for Cully Corporation. Previously employed 
as EPA Administrator and Inupiat, Bilingual Educator. Current 
representative of Inupiat Community of the Arctic Slope (ICAS). 
Former Point Lay IRA Mayor & Vice Mayor, member of NSB 
Health Board and ASRC Board member.

Walter T. Toorak Sr., Cully Board member from 1973 to present with one hundred
Anchorage, Alaska, Age 55 percent (100%) meeting attendance in 2002. ASRC Board

member 1977-80 and 1991-93. Employed by Cully from 5/98 to 
9/99. Employed by ASRC Information Technology 1995-1997. 
Member Native Village Council o f Point Lay from 1990 to 
1993.



2003 Cully Proxy Statement Page 4 of 6 March 15, 2003

Thomas S. Nukapigak, 
Pt. Lay, Alaska, Age 39

Charlie Soosuk Atiungowruk, 
Fairbanks, Alaska, Age 65

Alma M. Upicksoun, Esq. 
Anchorage, Alaska, Age 46

Genevieve Tukrook 
Anchorage, Alaska, Age 57

Martha Tulcrook 
Point Lay, Alaska, Age 43

Ardys Akers
Anchorage, Alaska, Age 53

Joseph A. Upicksoun 
Barrow, Alaska, Age 71

Employed by ICAS EPA. Current member of NSB Assembly 
and Pt. Lay Volunteer Search & Rescue. Former presidents of 
Pt. Lay Native Village IRA Council 2001-2002 and Pt. Lay 
Search & Rescue.

Retired laborer. No prior experience on boards, councils, or 
other organizations.

C o n t i n u i n g  D i r e c t o r s  U n t i l  2 0 0 4

Cully Board member from 1998 to present with eighty-nine 
percent (89%) meeting attendance in 2002. Current Arctic 
Slope Regional Corporation Vice-President. Of General 
Counsel 2000 to current ASRC House Counsel from 1994 to 
1999 Liaison Officer with NSB from 1990 to 1993. Visiting 
Professor o f Political Science & Alaska Native Studies 
University o f Alaska-Fairbanks from 1988 to 1989. Member of 
Alaska Bar Association.

Cully Board member Secretary/Treasurer from 1999-2001. 
Appointed in March, 2003 to complete seat 6 term. Employed 
as ASRC’s Anchorage office receptionist since 1998. Formerly 
employed by US Federal Government from 1980-1998.

Cully Board member from April 1998 to present, Secretary 
/Treasurer from 2001 to present, with one hundred percent 
(100%) meeting attendance in 2002. NSB Apprenticeship 
Committee Member, 2000 to present. Pt. Lay Constructors 
Committee Member 1999 to present. Employed by Cully 
Corporation as Project Manager from January 2001 to present. 
Point Lay Mother’s Club, Kali School Advisory Council. Past 
employee o f NSB Mayor’s Office from 12/96 to 1998.

C o n t i n u i n g  D i r e c t o r s  U n t i l  2 0 0 5

Cully Board member from April 2002 to present, with one 
hundred percent (100%) meeting attendance in 2002. 
Employed since 1998 as Budget Analyst for the Federal 
government. Formerly employed by University of Alaska, 
Fairbanks.

Cully Board member from 1971 to present, with one hundred 
percent (100%) meeting attendance in 2002. Previous 
employee of the NSB Housing Department. Past employee of 
Cully from 6/98 to 3/99. ASRC Board member 1971-1994.
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C o m p e n s a t i o n  o f  D i r e c t o r s  a n d  O f f i c e r s

T h e  following table sets forth the total money paid to current officers or directors o f the 
corporation for the fiscal year ending December 31, 2002 and for the and aggregate direct 
remuneration for all directors and officers as a group:

N a m e  &  C a p a c i t y  T o t a l  R e m u n e r a t i o n  P e n s i o n  P l a n

A lm a M. Upicksoun, Chair Person $ 0 -0-
M artha Norton-Awalin, President $53,848 -0-
L ily  Anniskett, Vice President $ 1,750 -0-
M artha O. Tukrook Sec./Treas. $38,488 -0-
A rdys Akers, Director $ 700 -0-
Joseph Upicksoun, Director $2 ,150  -0-
W alter T. Toorak, Sr., Director $ 1,875 -0-
Genevieve Tukrook, Director $ 300 -0-

Total Compensation $99,111

The Cully Board of Directors currently had no standing committees during the fiscal year ending 
December 31, 2002 The Cully Corporation Board of Directors has met nine (9) times within the 
past fiscal year.

C u m u l a t i v e  V o t i n g  f o r  D i r e c t o r s

In voting your shares for the election o f directors, you may cumulate your votes as set forth by 
the Alaska Status [AS 10.06.420(d)] as follows:

“(d) Unless the articles of incorporation provide otherwise, at an election for directors 
each shareholder entitled to vote at the election may vote, in person or by proxy, the number of 
shares owned by the shareholder for as many persons as there are directors to be elected and for 
whose election the shareholder has a right to vote, or to cumulate votes by giving one candidate 
votes equal to the number of directors multiplied by the number of shares of the shareholder, or 
by distributing votes on the same principle among any number o f candidates. The rights created 
by this subsection may not be limited by amendments to the articles when the votes cast against 
the amendment would be sufficient to elect one director if  voted cumulatively at an election of 
the entire board. If you are entitled to vote one hundred (100) shares o f stock, the manner in 
which these shares may be voted for the election of directors is illustrated as follows:

Number o f shares 100
Directors to be elected x2

Total Numbers o f votes 200
(Multiply number of shares by 2)
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Other M atters

The corporation and its management know of no other matters other than those mentioned in the 
Proxy Statement to be brought before the meeting. However, if  other matters do properly come 
before the meeting, it is the intention of the proxy holders to vote proxies in accordance with 
their best judgment, unless the proxy contains specific instructions otherwise.

March 15,2003

BY ORDER OF THE BOARD OF DIRECTORS

Martha O. Tukrook 
Corporate Secretary/Treasurer

2003 Cully Proxy Cully Slatement



C u l ly  C o r p o r a t i o n  
P r o x y  f o r  A n n u a l  M e e t i n g  o f  S h a r e h o l d e r s  

T o  B e  H e l d  o n  A p r i l  2 6 ,  2 0 0 3

The undersigned is entitled to vote at the meeting o f the C u lly  Corporation 
shareholders to  be held a t the Dr. A lbert Conference Hall, Ilisagvik College, Barrow, 
A laska on Saturday, A p ril 26, 2003 a t 1:00 P.M.

1.) E le c tio n  o f  D ire c to rs : There are two (2) directors to be elected a t th is
annua l meeting. You m ay cast a ll o f you r votes fo r one (1) person or you m ay divide 
yo u r votes among all or any num ber o f nominees. You have the to ta l num ber o f votes, 
as ind ica ted on th is  proxy.

P o s itio n  Name N um ber o f  Votes

Seat #1 L ily  K. A nn iske tt______________________________________

Seat # 1 Charlie Soosuk A ttungow ruk  ________________

Seat #2 W alter Toorak, Sr. ________________

Seat #2 Thomas S. N ukapigak ________________

2.) I do no t w ish to vote m y shares fo r any o f the persons above and a u th o rity  to 
vote m y shares fo r any nominee is w ithhe ld.

W ITHHELD ( )

This proxy w ill be voted as directed. I f  no d irection  is ind icated, i t  w ill be voted as 
described in  the proxy statem ent o f M arch 15, 2003, and in  the Board's d iscre tion in  
the transaction o f such other business as m ay p roperly  come before the annua l 
meeting or any ad journm ent o f it.

S ignature of Shareholder/C ustod ian Date
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□  P.O. Box 59089 □  3820 Lake Otis Pkwy., # 106
Point Lay, AK 99759 Anchorage, AK 99508
Phone: (907) 833-2705 Phone: (907) 569-2705
Fax: (907)'833-2715 Fax: (907) 569-2715

To the s h a re h o ld e rs  o f  C u lly  C o rp o ra tion

NOTICE IS  H E R E B Y  G IV E N  th a t the  a n n u a l m e e tin g  o f sh a re h o ld e rs  o f 
C u lly  C o rp o ra tio n  w il l  be he ld  a t the  D r. A lb e rt C on fe rence  H a ll, I lis a g v ik  
College in  B a rro w , A la ska , on S a tu rday , A p r il 26 , 2 0 0 3  a t 1 :00  p .m . fo r  
the  fo llo w in g  p u rp o se s :

1. To e lec t B o a rd  o f D ire c to rs  as o u tlin e d  in  th e  a c c o m p a n y in g  P roxy 
S ta tem en t.

2. To tra n s a c t su ch  o th e r bus iness as m a y  p ro p e r ly  com e before the 
m eeting  o r  a n y  a d jo u rn m e n t thereof.

O n ly  sh a reh o lde rs  o f reco rd  a t the  close o f b u s in e s s  on  M a rc h  15, 2003  
are e n title d  to  vote  a t the  m eeting . S h a re h o ld e rs  a re  in v ite d  to  vote a t 
the  m eeting  in  pe rson . I f  yo u  W ill h o t be ab le  to  a tte n d  th e  m e e ting  in  
person, yo u  are re q ues ted  to  h l i  in , s ign, and  da te  th e  en c lo se d  p ro x y  and 
re tu rn  i t  p ro m p tly  in  the  envelope -provided.

A ll proxies m u s t be file d  w ith . th e  C orpora te  S e c re ta ry  o f  th e  C o rp o ra tio n  
on  o r before 5 :0 0  p .m . on  A p r i l - 25,- 2 0 02  in  o rd e r  to  be vo ted  a t the  
meeting.

Pt. Lay, A laska  

M arch  ,15, 2003

B y  O rder o f the  Board.,.of D ire c to rs . ,■

M artha  T ukrook , 
Corporate S ecre ta ry
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NEWHOUSE &  VOGLER
Certified Public Accountants

237 E. Fireweed Lane, Suite 200 
Anchorage, Alaska 99503 
(907) 258-7555 
(907) 258-7582 Fax

Independent Auditor's Report

Board of Directors and Shareholders 
Cully Corporation and Subsidiary 
Point Lay, Alaska
Ladies and Gentlemen:
We have audited the accompanying consolidated balance sheets of Cully Corporation and 
subsidiary as of December 31, 2002 and 2001, and the related consolidated statements of loss, 
stockholders’ equity, cash flows, and comprehensive (loss) earnings for the years then ended. 
These consolidated financial statements are the responsibility of the Corporation’s management. 
Our responsibility is to express an opinion on these consolidated financial statements based on our 
audits.
Except as noted in the following paragraph, we conducted our audits in accordance with auditing 
standards generally accepted in the United States of America. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the consolidated financial 
statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in ihe consolidated financial statements. An 
audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall consolidated financial statement presentation. We 
believe that our audits provide a reasonable basis for our opinion.
As discussed in Note 5, the Corporation has not maintained accurate records of its land and 
buildings and related depreciation, and accordingly, no amounts have been recorded in the financial 
statements as required by generally accepted accounting principles.
In our opinion, except for the omission of fixed assets and provision for depreciation results in an 
incomplete presentation as explained in the preceding paragraph, the consolidated financial 
statements referred to above present fairly, in all material respects, the financial position of Cully 
Corporation and subsidiary as of December 31, 2002 and 2001, and the results of their operations 
and cash flows for the years then ended in conformity with generally accepted accounting principles 
accepted in the United States of America.
Our audits were conducted for the purpose of forming an opinion on the consolidated financial 
statements taken as a whole. The additional information is presented for the purpose of additional 
analysis and is not a required part of the consolidated financial statements. Such information has 
been subjected to the auditing procedures applied in the audits of the consolidated financial 
statements and, in our opinion, is fairly presented in all material respects in relation to the 
consolidated financial statements taken as a whole.

Feui  uai y i , t u u o
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C o n so lid a ted  B a lance  S h e e ts

CULLY CORPORATION AND SUBSIDIARY

D e c e m b e r  31 , 20 0 2  a n d  2001

2 0 0 2 2 0 0 1

A s s e f s
C u r r e n t  a s s e t s :

C a s h $  4 1 1 , 3 0 1 6 5 3 , 0 4 7

I n v e s t m e n t s 4 5 4 , 5 5 8 5 7 0 , 3 8 2

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

R e c e i v a b l e s :
A c c o u n t s  r e c e i v a b l e 9 8 0 , 7 9 1 1 6 1 , 7 5 3

A c c o u n t s  r e c e i v a b l e  f r o m  S K W  E s k i m o s 2 9 7 , 3 7 7 4 3 6 , 3 4 4

I n c o m e  t a x  r e f u n d  r e c e i v a b l e 8 6 , 3 8 1 -
C o n t r a c t s  r e c e i v a b l e - 1 0 4 , 4 4 4

Total re c e iv a b le s 1 , 3 6 4 , 5 4 9 7 0 2 , 5 4 1

O t h e r  c u r r e n t  a s s e t s 1 2 4 , 2 1 3 7 3 , 4 3 5

Total cu rren t a s s e t s 2 , 3 5 4 , 6 2 1 1 , 9 9 9 , 4 0 5

tui lding,  f u rn i t u r e ,  a n d  e q u i p m e n t ,  a t  c o s t 8 6 , 6 6 5 7 7 , 6 1 0

L e s s  a c c u m u l a t e d  d e p r e c i a t i o n ( 2 3 , 8 9 5 ) ( 1 0 , 0 6 2 )

N e t building, furniture, a n d  e q u ip m e n t 6 2 , 7 7 0 6 7 , 5 4 8

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

L ia b ilitie s  a n d  S t o c k h o l d e r s '  E q u i ty  
C u r r e n t  l i abi l i t ies :

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 $  2 0 1 , 2 6 5 1 6 0 , 3 8 0

Bi l l i ngs  in e x c e s s  o f  c o s t  a n d  e s t i m a t e d  
e a r n i n g s  o n  u n c o m p l e t e d  c o n t r a c t s 5 6 2 , 0 4 8 1 0 1 , 4 1 2

N o t e  p a y a b l e 1 6 9 , 4 4 7 1 8 2 , 9 6 5

Total curren t liabilities 9 3 2 , 7 6 0 4 4 4 , 7 5 7

Minor i t y  i n t e r e s t 2 5 2 , 8 7 1 2 1 4 , 9 3 7

S t o c k h o l d e r s ’ e q u i t y :
C o m m o n  s t o c k ,  n o  p a r  v a l u e ;  1 2 , 0 0 0  s h a r e s  

a u t h o r i z e d ,  n o n e  i s s u e d  o r  o u t s t a n d i n g
C o n t r i b u t e d  c a p i t a l  -  A l a s k a  N a t i v e  F u n d 5 3 6 , 5 5 8 5 3 6 , 5 5 8

R e t a i n e d  e a r n i n g s 7 0 1 , 7 8 0 8 5 9 , 3 2 9

U n r e a l i z e d  ( l o s s )  e a r n i n g s  o n  s e c u r i t i e s  a v a i l a b l e  f o r  s a l e ( 6 , 5 7 8 ) 1 1 , 3 7 2

Total s to c k h o ld e r s ' e q u ity 1 , 2 3 1 , 7 6 0 1 , 4 0 7 , 2 5 9

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

See accompanying notes to the consolidated financial statements.
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CULLY CORPORATION AND SUBSIDIARY

Consolidated S ta tem ents o f  Loss

Years E nded D ecem ber 31, 2002 and  2001

Revenues:
Contract revenues 
Fuel revenue 
Rental Income 
Interest income 
7(i) income 
Dividend income 
Miscellaneous income 
Loss on sale of securities 

'i'otal revenues

Costs and expenses:
Construction costs 
Payroll and payroll taxes 
Professional services 
Fuel
Administrative travel
Rent
Utilities
Travel and Board expenses 
Depreciation
Office supplies and expenses 
Investment fees 
Annual meeting expenses 
Miscellaneous expenses 
Small tools
Equipment repair and maintenance 
Insurance 
Postage 
Advertising 
Land issues 
Penalties 

Total costs and expenses 
(Loss) earnings before minority interest

Minority interest
Net (loss) earnings before income taxes

Income tax recovery (expense)

Net loss

See accompanying notes to the

2002  2001

$3,788,011 1,926,664
160,885 55,954
64,429 19,920
9,529 24,480
8,843 5,799
5,679 180,189
1,619 1,678

(90,709) (132,701)
3,948,286 2,081,983

3,321,753 1,249,619
260,461 138,318
185,975 63,455
44,406 56,844
34,053 23,153
21,236 21,028
19,853 20,074
14,805 22,026
13,834 4,591
12,825 11,096
12,577 14,151
12,401 9,518
11,324 10,741
9,887 6,679
9,265 -
7,419 1,401
2,967 -
1,048 -

- 65,452
- 6,701

3,996,089 1,724,847
(47,803) 357,136
141,699 265,835

(189,502) 91,301
31,953 (92,753)

$ (157,549) (1.452)

ed financial statements.
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CULLY CORPORATION AND SUBSIDIARY

C onsolidated S ta tem en ts  o f  S tockholders' Equity

D ecem ber 31, 2002 a n d  2001

Accumulated Total
Common Contributed Retained Comprehensive Stockholders’
Stock Capital Earnings (Lqss)..Gain Equity

Balance at December 31, 2000 $ - 
Net loss
Unrealized gain oil 

securities available for sale

536,558 860,781
(1,452)

(33,665)

45,037

1,363,674
(1,452)

45,037
Balance at Dsrimber 31, 2001 

Net loso
Unrealized (loss) gain on 

securities available for sale

536,558 859,329
(157,549)

11,372

(17,950)

1,407,259
(157,549)
(17,950)

B a l a n c e  a t  D e c e m b e r  3 1 , 2002 $ - 536,558 701,780 (6,578) 1,231,760

See accompanying notes to the consolidated financial statements.
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CULLY CORPORATION AND SUBSIDIARY

C onsolidated S ta te m e n ts  o f  C ash Flows

Y ears E n d ed  D ecem b er  31, 2002  and  2001

2002 2001
Cash flows from operating activities:

Net loss $ (157,549) (1,452;
Adjustments to reconcile net loss to net

cash flows from operating activities:
Depreciation 13,835 4,591
Minority interest 141,699 265,835
Loss on securities 90,709 132,701
(Increase) decrease in assets:

Accounts receivable (819,038) 362,210
Accounts receivable from SKW Eskimos 138,967 683,623
Contracts receivable 18,063 (80,109)
Other current assets (50,778) (17,939)
Cost and estimated earnings on uncompleted

contracts in excess of billings - 15,921
Increase (decrease) in liabilities:

Accounts payable and accrued expenses 40,883 58,218
Billings in excess of cost on uncompleted contracts 460,636 (675,586)

Net cash (used) provided by operating activities (122,573) 748,013
Cash flows from investing activities:

Purchase of equipment (9,055) (48,134)
Purchase of securities (495,966) (457,220)
Proceeds from the sale of securities 503,131 491,955

Net cash used by investing activities (1,890) (13,399)
Cash flows from financing activities:

Dividends paid to partners (103,765) (480,391)
Payments on note payable (13,518) (13,757)

Net cash used by financing activities (117,203) (494,148)
Net (decrease) increase in cash (241,746) 240,466

Cash at beginning of year 653,047 412,581

Cash at end of year $ 411,301 653,047

Supplemental disclosure of cash flow 
information - Cash paid for income taxes $ 9,446 139,989

See accompanying notes to the consolidated financial statements.
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CULLY CORPORATION AND SUBSIDIARY

Consolidated Statements of 
Comprehensive (Loss) Earnings

Y ears E n d e d  D ecem ber 31, 2002 and  2001

2 0 0 2  2001

Net loss $ (157,549) (1,452)
Other comprehensive (loss) gain, net of tax - 

Unrealized holding (loss) gain arising during period (6,578) 11,372

Comprehensive (loss) gain $ (164,127) 9,920

S e e  accompanying notes to the consolidated financial statements.
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CULLY CORPORATION AND SUBSIDIARY

N o te s  to C onsolidated Financial S ta te m e n ts

D e c em b er  31, 2002

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
Principal Business Activities
Cully Corporation and its subsidiaries are engaged in the business of construction contracting, land 
sales, and fuel sales in the Village of Point Lay, Alaska. Substantially all the Corporation's net 
income arises from construction contracting activities.
Principles o f Consolidation
The consolidated financial statements include accounts of Cully Corporation and its subsidiaries, 
Beluga Construction, LLC, and Point Lay Constructors. Cully Corporation is a village corporation 
within the Arctic Slope region, organized pursuant to the Alaska Native Claims Settlement Act (the 
Act). The Corporation owns 100 percent of Beluga Construction, LLC, and 51 percent interest in 
Point Lay Constructors. Beluga Construction, LLC, is a certified participant in the Small Business 
Administrations' 8(A) and DBE Programs. Point Lay Constructors is a joint venture with SKW 
Eskimos, Inc. All material intercompany profits, transactions, and balances have been eliminated.
Capitalization
Stockholders’ equity includes receipts from the U.S. Government and the State of Alaska under 
provisions of the Act. For operational purposes, the Corporation has utilized a roll comprised of 91 
Alaskan Natives eligible to receive stock certificates as certified by the Secretary of the Interior.
One hundred shares of common stock are to be issued to each qualified stockholder upon 
completion of stockholder enrollment pursuant to the Act.
Pun. ant to the tet, until December 18, 1991, stock could not be sold, pledged, assigned, or 
otherwise alienated except in certain circumstances by court decree or death. Stock dividends or 
other distributions are similarly restricted. The stock carries voting rights only if the holder is an 
eligible Native.
In February 1988, legislation commonly referred to as the “1991 Amendments" was enacted into 
law. Major provisions of this legislation relating to stock issued under the Act include the following:

■ An automatic extension of stock restrictions referred to above. Only through stockholder 
approval can these restrictions be removed.

■ Corporation shareholders may vote to: a) include in the settlement and as stockholders
Alaskan Natives born after December 18, 1971, b) provide for specific benefits to
stockholders over the age of 65, and c) add as stockholders Alaskan Natives who missed
the original enrollment.

■ Corporate stockholders may decide whether to provide for dissenters’ rights in certain 
circumstances.
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CULLY CORPORATION AND SUBSIDIARY

N o te s  to C onsolidated Financial S ta tem en ts , co n tin u ed

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued 
Natural Resources
Under Sections 12(a) and 12(b) of the Act, the Corporation will receive entitlement to the surface 
estate of real property totaling 90,009 acres. The Corporation has received interim conveyance to 
74,791.22 acres of surface estate land under Section 12(a) of the Act.
Land and surface rights conveyed under the Act have not been recorded at the date of conveyance 
unless the value is determined by independent appraisals or by other means subject to verification.
Estimates
The preparation of the financial statements in conformity with generally accepted accounting 
principles requires management to make certain estimates and assumptio is that directly affect 
results of reported assets, liabilities, revenue, and expenses. Actual results nay differ from these 
estimates.
Cash and Equivalents
For purposes of the statements of cash flows, the Corporation considers cash in the bank and any 
securities with an original maturity of three months or less to be cash equivalents.
Investments at Fair Value
The Corporation has adopted Statement of Financial Accounting Standards No. 115, Accounting for 
Certain Investments in Debt and Equity Securities (SFAS 115). In accordance with this statement, 
securities are classified as held to maturity, available for sale, or trading. The Corporation has 
classif ed all its marketable securities as available for sale.
Unrealized holding gains and losses for available-for-sale securities are excluded from earnings 
and reported, net of any income tax effect, as a separate component of stockholders’ equity. 
Realized gains and losses are reported in earnings based on the average-cost method of securities 
sold.
Method of Accounting for Long-term Construction Contracts
The Corporation is engaged in various types of construction under long-term construction contracts. 
The accompanying consolidated financial statements have been prepared using the 
percentage-of-completion method of accounting and, therefore, take into account the cost, 
estimated earnings, and revenue to date on contracts not yet completed.
The amount of revenue recognized at the statement date is the portion of the total contract price 
that the cost expended to date bears to the anticipated final total cost, based on current estimates 
of the cost to complete.
Contract changes subject to negotiation (claims) are recorded where recovery is probable. The 
amounts, when recorded, do not include profit and do not exceed the probable recovery amount.
Contract costs include all direct labor and benefits, materials unique to or installed in the project, 
subcontract cost, and allocated indirect construction costs.



CULLY CORPORATION AND SUBSIDIARY

N o te s  to C onso lida ted  Financial S ta tem en ts , co n tin u ed

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued 
Method o f Accounting for Long-term Construction Contracts, continued
As long-term contracts extend over one or more years, revisions in estimates of costs and earnings 
during the course of the work are reflected in the accounting period in which the facts which require 
the revision become known.
At the time a loss on a contract becomes known, the entire amount of the estimated ultimate loss is 
recognized in the financial statements.
Long-lived Assets
Long-lived assets to be held and used are reviewed for impairment whenever events or changes in 
circumstances indicate that the related carrying amount may not be recoverable. When required, 
impairment losses on assets to be held and used are recognized based on the excess of the 
asset’s carrying amount over the fair value of the asset, and long-lived assets to be disposed of are 
reported at the lower of carrying amount or fair value less cost to sell.
Operating Cycle
Assets and liabilities related to long-term contracts are included in current assets and current 
liabilities in the accompanying consolidated balance sheet, as they will be liquidated in the normal 
course of contract completion, although this may require more than one year.
Income Taxes
Deferred income taxes have been provided under the liability method. Deferred tax assets and 
liabilities are determined based upon the difference between the financial statement and tax basis 
of assets and liabilities as measured by the enacted tax rates which will be in effect when these 
differences are expected to reverse.

NOTE 2 - DEPOSITS WITH FINANCIAL INSTITUTIONS
At December 31, 2002, the Corporation had cash deposits with a book value of $360,189 and a 
bank balance of $371,355, of which $231,236 was not insured by Federal Depository Insurance. At 
December 31, 2001, the Corporation had cash deposits with a book value of $603,047 and a bank 
balance of $627,734 of which $406,991 was not insured by Federal Depository Insurance.
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Notes to Consolidated Financial Statements, continued

NOTE 3 - INVESTMENTS AT FAIR VALUE
The Corporation’s investments are accounted for as “available for sale." Investment in marketable 
securities at December 31, 2002, was as follows:

Unrealized Fair 
Cost G a i n  (Loss) . V a l u e

Merrill Lynch dividend fund $ 202,393 (11,514) 190,879
Merrill Lynch growth fund 258,743 4,936 263,679

CULLY CORPORATION AND SUBSIDIARY

$ 461,136 (6,578) 454,558

There was $90,709 in realized iosses on the sale of investments during 2002.
Investment in marketable securities at December 31, 2001, was as follows:
Merrill Lynch dividend fund $ 208,893 5,825 214,718
Merrill Lynch growth fund 350,117 5,547 355,664

$ 559,010 11,372 570,382

There was $132,554 in realized losses on the sale of investments during 2001.

NOTE 4 - COSTS AND ESTIMATED EARNINGS ON CONTRACTS IN PROGRESS
2002 2001

Costs incurred on uncompleted contracts $ 2,469,069 23,429,091
Estimated earnings 435,398 3,854,155

2,904,467 27,283,246
Billings to date 3,373,175 27,381,958

Contract revenue adjustment $ (468,708) (98,712/

This contract adjustment is included in the accompanying balance sheet under the following 
captions:

Billings in excess of costs and estimated 
earnings on uncompleted contracts $ 562,048 101.412

10



CULLY CORPORATION AND SUBSIDIARY

N o tes  to C onsolidated Financial S ta tem en ts , con tinued

NOTE 5 - LAND, BUILDINGS, AND PROPERTY TAXES
The Corporation currently owes approximately $83,442 in property taxes to North Slope Borough 
(NSB). The taxes pertain to properties and improvements for Point Lay Store, teacher housing, fuel 
tank farm, a five-plex property, and other land and buildings in Point Lay, Alaska. None of this land 
and improvements has been recorded on the books of the Corporation, as there is some question 
of its ownership and value. NSB is currently updating its tax assessment system and will evaluate 
ownership and related property taxes for these properties. The Corporation expects to have the 
issue resolved before the end of calendar year 2003.

NOTE 6 - RELATED PARTY TRANSACTIONS
SKW Eskimos, Inc., the other partner in Point Lay Constructors, owes the Joint Venture $297,377. 
This balance represents the operating cash balance held by SKW Eskimos as the managing 
partner of the Joint Venture.

NOTE 7 - INCOME TAXES
The Corporation had an income tax recovery of $(31,953) for the year ended December 31, 2002. 
Income tax expense for the year ended December 31, 2001, was $92,753. Actual tax (recovery) 
expense differs from "expected" tax (recovery) expense (computed by applying U.S. federal 
corporation income tax rates to earnings before taxes) as follows:
Components of current-year income tax (recovery) expense follow:

2 0 0 2  2001

Computed "expected" tax (recovery) expense $ (67,642) 31,042
Penalties - 2,278
Capital losses in excess of gains 30,842 45,118
Depreciation 1,039 (8,346)
Federal benefit of State taxes (5,940) 10,176
Other 9,446 -
Under-accrua! of prior-year liability - 19,698
Surtax exemption 302 (7,213)

$ (31,953) 92,753

NOTE 8 - MAJOR CUSTOMERS
Of total consolidated revenues, $3,788,011, or 96 percent, is from construction contracts being 
performed in and around Point Lay, Alaska, for NSB.
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CULLY CORPORATION AND SUBSIDIARY

Notes to Consolidated Financial Statements, continued

NOTE 9 - COMMITMENTS AND CONTINGENCIES

In previous years, Bureau o f Indian Affairs (BIA) and NSB built houses on Cully property. 
Ownership of the structures rests with shareholders of Cully Corporation. Ownership o f the land 
that the structures were built on rests with Cully Corporation. At the time the BIA and NSB homes 
were built, several deeds were processed, but due to loss of records and relocations of the village 
site, most homes do not have deeds to the property. The first deed to a Cully shareholder was 
processed in 2002 for a nominal fee o f $1,000.

In order to deed this property to homeowners and prevent unequal distribution o f property to 
individual shareholders, the Corporation expects to make a sim ilar distribution o f assets available to 
the remaining shareholders of Cully Corporation.

12





CULLY CORPORATION AND SUBSIDIARY

C o m b in in g  B a la n c e  S h e e t

D e c e m b e r  3 1 ,  2 0 0 2

A s s e ts
Current assets: 

Cash
Investments

Receivables:
Accounts receivable 
Accounts receivable from SKW Eskimos 
Income tax refund receivable 
Total receivables

Other current assets 
Total current assets

Building, furniture and equipment, at cost 
Less accumulated depreciation 

Net building, furniture, and equipment

Due from/to subsidiary
Note receivable
Investment in Point Lay Constructors
Investment in Beluga Construction Company

L ia b ilit ie s  a n d  S to ckh o ld e rs ' E q u ity  
Current liabilities:

Accounts payable and accrued expenses 
Billings in excess of cost and estimated 

earnings on uncompleted contracts 
Note payable

Total current liabilities

Minority interest

Stockholders' equity:
Common stock, no par value; 12,000 shares 

authorized, none issued or outstanding 
Contributed capital 
Retained earnings (loss)
Unrealized holding (losses) earnings 

Total stockholders' equity

Beluga Point Lay
Cully Construction Constructors Eliminations Consolidate

$ 360,223 51,078 m 411,301
454,558 - - - 454,558
814,781 51,078 - - 865,859

186,111 16,369 778,311 980,791
- - 297,377 297,377

86,381 - - 86,381
272,492 13,369 1,075,688 1,364,549

123,513 700 124,213
1,210,786 68,147 1,075,688 2,354,621

66,665 86,665
(23,895) . - (23,895)
62,770 - - 62,770

37,143 (37,143) . .
200,000 - - (200,000) -
260,769 - - (260,769) -

50,000 - - (50,000) -

$1,821,468 31,004 1,075,688 (510,769) 2,417,391

$ 181,297 19,968 . . 201,265

_ • 562,048 _ 562,048
169,447 200,000 - (200,000) 169,447
350,744 219,968 562,048 (200,000) 932,760

252,871 252,871

536,558 50,000
-

(50,000) 536,558
940,744 (238,964) 513,640 (513,640) 701,780

(6,578) - - - (6,578)
1,470,724 (188,964) 513,640 (563,640) 1,231,760

1,821,468 31,004 1,075,688 (510,769) 2,417,391

See accompanying accountant’s report.
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CULLY CORPORATION AND SUBSIDIARY

C o m b in in g  S t a t e m e n t  o f  E a r n i n g s  ( L o s s )

Y e a r  E n d e d  D e c e m b e r  3 1 ,  2 0 0 2

Oidly
Beluga Point Lay 

Construction Constructors Eliminations Consolidates
Revenues:

Contract revenues $ 447,599 285,820 3,054,592 - 3,788,011
Fuel revenue 160,885 - - - 160,885
Income from equity in

Point Lay Constructors 
Rental income

147,482
64,429 _

(147,482)
64,429

Interest income 23,513 - - (13,984) 9,529
7(i) income 8,843 - t - 8,843
Dividend income 5,679 - - - 5,679
Miscellaneous income 1,030 589 - - 1,619
Loss on sale o f securities (90,709) - - - (90,709)

Total revenues 768,751 286,409 3,054,592 (161,466) 3,948,286

Costs and expenses:
Construction costs 329,804 226,538 2,765,411 - 3,321,753
Payroll and payroll taxes 128,720 131,741 - - 260,461
Professional services 96,322 89,653 - - 185,975
Fuel 44,406 - - - 44,406
Administrative travel 18,344 15,709 - - 34,053
Rent 8,211 13,025 - - 21,236
Utilities 19,853 - - - 19,853
Travel and Board expenses 14,805 - - - 14,805
Depreciation 13,834 - - - 13,834
Office supplies and expenses 5,779 7,046 - - 12,825
Investment fees 12,577 - - - 12,577
Annual meeting expenses 12,401 - - - 12,401
Miscellaneous expenses 5,928 5,396 - - 11,324
Small tools - 9,087 - - 9,887
Equipment repair and maintenance 4,314 4,951 - - 9,265
Insurance 3,991 3,428 - - 7,419
Postage - 2,967 - - 2,967
Advertising - 1,048 - - 1,048
Interest expense - 13,984 - (13,984) -

Total costs and expenses 719,289 525,373 2,765,411 (13,984) 3,996,089

(Loss) earnings before minority interest 49,462 (238,964) 289,181 (147,482) (47,803)

Minority interest
Net (loss) earnings before income taxes

. . . 141,699 141,699
49,462 (238,964) 289,181 (289,181) (189,502)

income tax recovery 31,953 _ - • 31,953

Net (loss) earnings 81,415 (238,964) 289,181 (289,181) (157,549)

Retained earnings, January 1, 2001 859,329 - 436,224 (436,224) 859,329

Distributions . . (211,765) 211,765 .

Retained earnings (loss),
December 31,2002 $ 940,744 (238,964) 513,640 (513,640) 701,780

See accompanying accountant's report.
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CULLY CORPORATION AND SUBSIDIARY

C o n s o l i d a t e d  S t a t e m e n t  o f  C a s h  F lo w s

Y e a r  E n d e d  D e c e m b e r  3 1 ,  2 0 0 2

Beluga Point Lay 
Cully Construction .Conslmciors Eliminations Consolidated

Cash flows from operating activil'-.o:
Net (loss) earnings $ 81,415 (238,964) 289,181 (289,181) (157,549
Adjustments to reconcile net (loss) earnings 

to net cash flows from operating activities: 
Depreciation 13,834 13,834
Minority interest - - - 141,699 141,699
Income (loss) from equity in 

Point Lay Constructors (147,482) _ 147,482
Loss on sale o f securities 90,709 - - - 90,709
(Increase) decrease in assets: 

Accounts receivable (125,650) (16,369) (677,019) (819,038)
Accounts receivable from 

SKW Eskimos 138,967 138,967
Contracts receivable 18,063 - - - 18,063
Other current assets (50,078) (700) - - (50,778)

Increase in liabilities: 
Accounts payable and 

accrued expenses 20,916 19,968 40,884
Billings in excess o f cost 

on uncompleted contracts 460,636 460,636
Net cash (used) provided 

by operating activities (98,273) (236,065) 211,765 (122,573)

Cash flows from investingactivities: 
Purchase of equipment (9,055) (9,055)
Purchase of investments (495,966) - - - (495,966)
Proceeds from the sale o f investments 503,131 - - - 503,131
Contribution from (to) partner (237,143) 237,143 - - -
Distributions from partner 108,000 - - (108,000) -

Net cash (used) provided 
by investing activities (131,033) 237,143 (108,000) (1,890)

Cash flows from financing activities: 
Dividends paid to partners (211,765) 108,000 (103,765)
Payments on note payable (13,518) - - - (13,518)

Net cash (used) provided 
by financing activities (13,518) (211,765) 108,000 J l.17,283)

Net (decrease) increase in cash (242,824) 1,078 - - (241,746)

Cash at beginning o f year 603,047 50,000 . - 653,047

Cash at end o f year S 360,223 51,078 411,301

Supplemental d isc losure  o f cash 
flow  Information - Cash 
paid fo r Income taxes $ 9,446 9,446

See accompanying accountant's report.
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B e r k s h i r e  H a t h a w a y  I n c .
1440 KIJCWIT FLAJZA.

Omaha, Nedka.«5ka 68i3i Tetmtawz (40c)
Ka x  («o«) a40-<v»ra

War .een  E. B uffett , Chajbman

March 30, 2004

Via Fax -  Dictated but not read

Representative Bruce B. Weyhrauch 
Chairman, House State Affairs Committee 
Alaska State Legislature 
Alaska State Capitol 
Juneau, AK 99801-1182

Dear Chairman Weyhrauch:

I appreciate the invitation to testify before your committee, and I 
admire your commitment to writing statutes that keep alive entrepreneurial 
spirit while punishing those who abuse the system. However, I just have to 
decline to testify. I get asked to do so by a variety of State and 
Congressional Committees. If I appear before one, it becomes very hard to 
say no to dozens of others in various states in which Berkshire does business 
or with the Federal Government where we have extensive interaction.

In general, I can say I believe in quite stiff penalties against 
individuals -  rather than corporations -  when wrongdoing is found. It’s 
individual people who commit wrongful acts and they should pay rather than 
the shareholders who are bystanders. It’s easier, of course, to get a big 
corporation to pay a stiff fine, but real deterrence occurs when the 
company’s officers pay out of their own pockets.

Sincerely,

WEB/db
Warren E. Buffett



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

Representative Bruce Weyhrauch
HoufE  D is t r ic t  4 A iaska 

State C apitol 
Juneau , Alaska 

99801-1182

March 30, 2004 
Via fax (402) 3 4 6 -0 4 7 6

Mr. warren E. Buffett, Chairman (907) 465-3744 
PAX (907) 465-2273

Berkshire Hathaway 
1440 Kiewit Plaza 
Omaha, Nebraska 68131

Dear Mr. Buffett:

The Alaska Legislature is presently revising portions o f  our statutory scheme that 
govern the scrutiny that the State’s Securities Division has over corporations. Among the 
amendments that the House State Affairs Committee is considering is increasing the 
penalties that can be assessed against corporations found guilty o f  wrongdoings, and to 
allow the State’s Securities Division to recover its full cost o f  investigation.

We must insure, as a matter o f  state policy, that laws we enact do not thwart the 
need for an environment for the capitalist system to flourish. As a resource-based state 
with a wide array o f  rich natural resources, we want to maintain a business climate that 
invites private investment. However, we should also have a State government that can 
penalize corporations that profit at the expense o f  the public, and that pay appropriate 
fines when those corporations act wrongfiilly.

We invite you to briefly testify before our committee on Berkshire Hathaway’s 
experiences in balancing its need to profit, in harmony with its Corporate Governance’s 
Code o f  Business Conduct and Ethics, against the states’ scheme o f  investigations and 
penalties to punish harmful conduct by corporations their officers and agents. What 
works and what does not?

Wc appreciate that your lime is limited, but our request is for 15 minutes o f  your 
time. I deeply appreciate your consideration o f  this request. Please call to discuss this 
anytime. Our session is limited, so wc would like this testimony to occur before next 
Wednesday if possible. Since we arc three hours behind you, we could accommodate 
you during you lunch time if that would work.

Sincerely,

Bruce 13. Weyhrauch
Chairman, House Stale Affairs Committee

\
Kepii'sen i a live  . I3rucc_W cyliraud ifc/,lej*is.siau\;il<.»i.s 

ww w. ak repuh l ican s .o rg /w cy lirau d i/



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

R e p r e s e n t a t iv e  B r u c e  W e y h r a u c h
A laska 

S ta te  C a p ito l 
Juneau, A laska 

99801-1182

(9 0 7 ) 465-37+ 4 
FAX (9 0 7 )4 6 5 -2 2 7 3

St a t e  A f f a ir s  C o m m it t e e

H B  527
TH E  A LASKA  SECURIT IES ACT  

SPO N SO R 'S  STATEM ENT
In ascending order o f importance, this bill would accomplish fou r things that the division o f 

banking, securities, and corporations seeks to improvement its operations. First, it stream lines a technical 
definition fo r investment adviser representative that at present is redundant and, therefore, d ifficu lt to 
comprehend. This is ve ry much a technical amendment.

Second, the b ill w ou ld give the securities adm inistrator the authority to fine a person who 
violates the Securities Act up to $100,000 fo r multiple, know ing o r pu rposefu l violations. At present the 
upward lim it is $25,000. The fine fo r a single instance o f a know ing vio lation is le ft at its prc _nt 
m inimum  level o f $2,500. The bill w ou ld also raise the possible fines fo r inadvertent violations or 
vio lations that cannot be proven to be knowing, from  a m inimum $500 fo r a single vio lation to $25,000 for 
m u ltip le instances o f infringement.

The th ird element o f the bill would give to the securities adm inistrator the authority to order 
restitution to the victim o f a vio lation o f the Act. A t present, any fines collected are simply placed in the 
general fund and the victim is le ft with nothing but the right to sue. There are, however, instances where 
suit is impracticable o r burdensome fo r a victim. For example, if a senior citizen is bilked o f $10,000, the 
state can fine the perpetrator, o f course, but the senior is le ft with no other course but to bring an action in 
court. I f  the perpetrator is from  out o f state, as many are, he is alm ost insulated from  an effective legal 
remedy because interstate actions are very expensive and cumbersome, even fo r lawyers. With the 
authority contained in this bill and the present ability to reduce fines and awards to judgment and bring 
interstate actions, the senior could be reimbursed at least a portion o f the losses sustained. It w ould seem 
terrib ly un fa ir to leave the victim unrecompensed. Most states, as w e ll as the new ly minted Uniform  
Securities Act, adhere to the principle o f reimbursement fo r victims o f w rongdoing.

The fou rth  and most important provision o f the bill w ould lower the ju risd ictional lim it o f the 
division fo r oversight o f ANCSA corporation proxy matters to those corporations with more than 250 
shareholders. A t present, those corporations with 500 or more shareholders and $1,000,000 in assets must 
file  with the division copies o f annual reports, consents and authorizations, proxies, p roxy statements, 
and other materials related to p roxy solicitations that are published o r made available to 30 o r more

~ M ore ~
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Alaska resident shareholders. The asset lim itation is not appropriate because v irtu a lly  none o f the 
corporations, from  the sm allest to the largest, book their assets at market value, especially their land 
holdings. Thus, a corporation could be wealthy in terms o f land, yet on ly carry a much sm a lle r asset 
balance on their books. This does exempt them from  the current reporting requirements.

The lim it on shareholders shou ld be reduced, not to burden more corporations, but to enfranchise 
more Native shareholders in sm a lle r corporations. Many times, the sm alle r v illage corporations are tine 
ones that can be, at times, less sensitive to shareholder rights. W ith this sim p le reporting requirement 
imposed, it gives the division the ability to police such matters and educate where needed.

There is nothing in this legislative provision that adds any more burden on a corporation o f any 
size save the requirement to make certain specific disclosures in their p roxy statements and make the 
expenditure fo r  postage to send their materials to the division. This is sim p ly a matter o f disclosing more 
fu lly  to shareholders. The federa l statute, ANCSA , already requires every Native corporation to submit 
its books to audit. This bill does not alter federa l law , but adds a requirement o f disclosure to 
shareholders. T itle 10 o f the A laska Statutes imposes certain other conditions; not this b ill. There is an 
existing requirement also, that a corporation publish a p roxy statement as part o f  a p roxy solicitation.
The on ly requirement this bill w ou ld indirectly add by virtue o f having a corporation subm it to the 
division's regulations is that certain disclosures w ou ld  become mandatory. This m ight add a page or two 
to the p roxy statement, but is not burdensome.

This b ill c learly contains beneficial provisions while protecting the investing public and letting 
shareholders in Native corporations have m ore information

Contact: Linda Sylvester Released: March 1 ,2004
Representative Bruce W eyhrauch 
465-4963
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FISCAL NOTE

2 0 0 4  L E G I S L A T I V E  S E S S I O N  B ill V e r s io n : h b  5 2 7
( )  P u b lis h  D a te : _________

STATE OF ALASKA Fiscal Note Number: ______

Revision Date/Time (Note if correction):___________________Dept. Affected;__________ DCED_____________
Title Alaska Securities Act________________________ RDU Banking . Secu rities & C o rp 3 ra lio n s (1 1 5 )
_______________________________________________________ Component Banking, Securities & ____________
Sponsor House State Affairs_________________________ Corporations______________________________
Requester House State Affairs_________________________ Component No. 1233

E x p e n d i t u r e s / R e v e n u e s ________________________________(Thousands of Dollars)
N o te : A m o u n ts  d o  n o t in c lu d e  in f la t io n  u n le s s  o th e rw is e  n o te d  b e low . _____________________
O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 5 F Y  2 0 0 6 F Y  2 0 0 7 F Y  2 0 0 8 F Y  2 0 0 9 F Y  2 0 1 0
P e r s o n a l S e r v ic e s
T ra v e l
C o n t ra c tu a l
S u p p lie s
E q u ip m e n t
L a n d  & S t ru c tu re s
G ra n ts  & C la im s
M is c e lla n e o u s

T O T A L  O P E R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C A P IT A L  E X P E N D IT U R E S  |

C H A N G E  IN  R E V E N U E S  ( 1 1 5 6  ) 7 9 .0 7 9 .0 7 9 .0 7 9 .0 7 9 . 0 7 9 .0
F U N D  S O U R C E _____________________________    (T h o u s a n d s  o f  D o l la r s )
1 0 0 2  F e d e ra l R e c e ip t s
1 0 0 3  G F  M a tch
1 0 0 4  G F
1 0 0 5  G F /P r o g ra m  R e c e ip ts  
1 0 3 7  G F /M e n ta l H e a lth
1 1 5 6  R e c e ip t  S u p p o r t e d  S e rv ic e s

T O T A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t im a t e  o f  a n y  c u r r e n t  y e a r  ( F Y 2 0 0 4 )  c o s t :  0 .0
M a r k  t h i s  b o x  (X )  i f  fu n d in g  f o r  t h i s  b i l l i s  in c lu d e d  in  th e  G o v e r n o r ’ s  F Y  2 0 0 5  b u d g e t  p r o p o s a l :  

P O S IT IO N S
F u ll- t im e
P a r t - t im e
T e m p o r a r y

A N A L Y S IS :  (Attach a separate page it necessary)

This legislation, among other things, increases the civil penalties for people who violate Alaska's Security 
Act. Penalties increase from $2,500 for a single knowing violation to a maximum o f $100,000 for multiple 
knowing violations, and from $500 to $25,000 for unintentional violations. The department estimates an 
additional $79.0 in revenues will be collected as a result of this increase. The estimate, which is subject to 
significant variability, is based on the weighted average of the amount o f fines levied and collected over the 
past five years. Fines have ranged from a low $15.7 to a high of $683.5. Collection rates vary from a low 
o f 0.5% to 85%. This legislation has no fiscal impact on the operations of the division.

P r e p a r e d  b y : M a rk  D a v is , D ire c to r______________________________________________________  P h o n e  ( 9 0 7 )  4 6 5 - 5 4 5 1
D iv is io n  B a n k in g , S e c u r it ie s  & C o rp o r a t io n s ____________________________________  D a te /T im e  3 /8 / 0 4  2 : 2 2  PM
Approved by: Edgar Blatchford, Commissioner____________________________  Date 3/8/2004______
Agency Department of Community & Economic Development__________

(Rovised 9/2003 OMB) Page 1 of 1



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

R e p r e s e n t a t iv e  B r u c e  W e y h r a u c h
Alaska 

State Caimtol 
Juneau , Alaska 

99801-1182

(90 7 ) 4 65 -3 744  
FAX (9 0 7 )4 6 5 -2 2 7 3

St a t e  A f f a ir s  C o m m it t e e

HB 527
TH E  A LA SKA  SECURIT IES A CT  

SPO N SO R 'S  STA TEM EN T
In ascending o rder o f importance, this bill w ou ld accomplish fou r things that the division o f 

banking, securities, and corporations seeks to improvement its operations. First, it stream lines a technical 
definition fo r investment adviser representative that at present is redundant and, therefore, difficu lt to 
comprehend. This is very much a technical amendment.

Second, the bill w ou ld  give the securities adm inistrator the authority to fine a person who 
violates the Securities Act up to $100,000 fo r multiple, knowing o r pu rposefu l violations. At present the 
upward lim it is $25,000. The fine fo r a single instance o f a know ing v io lation is le ft at its present 
m inimum  level o f $2,500. The bill w ou ld  also raise the possible fines fo r inadvertent violations or 
violations that cannot be proven to be knowing, from  a m inimum  $500 fo r a single violation to $25,000 for 
m u ltip le instances o f  infringement.

The third element o f the b ill w ou ld give to the securities adm in istrator tire authority to order 
restitution to the victim  o f a v io lation o f the Act. A t present, any fines collected are simply p lactd in the 
general fund and the victim  is le ft with nothing but the right to sue. There are, however, instances where 
suit is impracticable or burdensome fo r a victim. For example, i f  a senior citizen is bilked o f $10,000, the 
state can fine the perpetrator, o f rourse, but the senior is le ft with no other course but to bring an action in 
court. I f  the perpetrator is from  ou t o f state, as many are, he is a lm ost insulated from  an effective legal 
remedy because interstate actions are very expensive and cumbersome, even fo r lawyers. W ith the 
authority contained in this bill and the present ability to reduce fines and awards to judgment and bring 
interstate actions, the senior could be reimbursed at least a portion o f the losses sustained. It would seem 
terrib ly un fa ir to leave the victim unrecompensed. Most stales, as w ell as the new ly minted Uniform  
Securities Act, adhere to the princip le o f reimbursement fo r victims o f w rongdoing.

The fourth and most important provision o f the bill w ou ld low er the ju risd ictiona l lim it o f the 
d ivision fo r oversight o f ANCSA corporation proxy matters to those corporations with more than 250 
shareholders. At present, those corporations with 500 o r more shareholders and $1,000,000 in assets must 
file  w ith the division copies o f annual reports, consents and authorizations, proxies, p roxy statements, 
and other materials related to p roxy solicitations that are published or made availab le to 30 o r more

~ More ~
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Alaska resident shareholders. The asset lim itation is not appropriate because v irtua lly  none o f the 
corporations, from  the smallest to the largest, book their assets at m arket value, especially their land 
holdings. Thus, a corporation could be wealthy in terms o f land, yet on ly carry a much sm aller asset 
balance on their books. This does exempt them from  the current reporting requirements.

The lim it on shareholders should be reduced, not to burden more corporations, but to enfranchise 
more Native shareholders in sm aller corporations. Many times, the sm alle r v illage corporations are the 
ones that can be, at times, less sensitive to shareholder rights. W ith this simple reporting requirement 
imposed, it gives the division the ability to police such matters and educate where needed.

There is nothing in this legislative provision that adds any m ore burden on a corporation o f any 
size save the requirement to make certain specific disclosures in their p roxy statements and make the 
expenditure fo r postage to send their materials to the division. This is sim p ly a matter o f disclosing more 
fu lly  to shareholders. The federa l statute, ANCSA, already requires every Native corporation to submit 
its books to audit. This bill does not alter federal law , but adds a requirement o f disclosure to 
shareholders. T itle 10 o f the A laska Statutes imposes certain other conditions; not this bill. There is an 
existing requirement a' o, that a corporation publish a p roxy statement as part o f a p roxy solicitation.
The on ly requirement this bill w ou ld  indirectly add by virtue o f having a corporation subm it to the 
division's regulations is that certain disclosures w ou ld become mandatory . This m ight add a page or two 
to the proxy statement, but is not burdensome.

This bill clearly contains beneficial provisions while protecting the investing public and letting 
shareholders in Native corporations have more information

Contact: Linda Sylvester Released: March 1 ,2004
Representative Bruce Weyhrauch 
465-4963
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This legislation, among other things, increases the civil penalties for people who violate Alaska’s Security 
Act. Per Hies increase from 32,500 for a single knowing violation to a maximum of $100,000 for multiple 
knowing violations, and from $500 to 325,000 for unintentional violations. The department estimates an 
additional 379.0 in revenues will be collected as a result of this increase. The estimate, which is subject to 
significant variability, is based on the weighted average of the amount of fines levied and collected over the 
past five years. Fines have ranged from a low 315.7 to a high of 3683.5. Collection rates vary from a low 
of 0.5% to 85%. This legislation has no fiscal impact on the operations of the division.
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