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F I N D I N G S  A N D  R E C O M M E N D A T I O N S

R e c o m m e n d a t i o n  No. 1

CF A B  s h o u l d  r e q u i r e  t h a t  i n v e n t o r i e s  u s e d  as c o l l a t e r a l  be 
i n s u r e d ,  n a m i n g  C F A B  as the loss p a y e e .

C F A B  h a s  d e v e l o p e d  p r o c e d u r a l  m a n u a l s  for the p r o c e s s i n g  a n d  
a c c o u n t i n g  o f  l o a n s  a n d  for c o l l a t e r a l  c o n t r o l .  T h e s e  
m a n u a l s  a r e  w e l l  w r i t t e n  a n d  a r e  u s e f u l  m a n a g e m e n t  tools.

W e  r e v i e w e d  67 (49%) o f  the 136 l o a n s  m a d e  f r o m  A p r i l  1980 
t h r o u g h  M a r c h  13, 1981. T h e  l o a n  files, in g e n e r a l ,  w e r e  
w e l l  o r g a n i z e d  a n d  c o n t a i n e d  r e q u i r e d  i n f o r m a t i o n .  H o w e v e r ,  
w e  d i d  n o t e  a n  a r e a  o f  w e a k n e s s  in c o l l a t e r a l  c o n t r o l  th a t  
n e e d s  to b e  a d d r e s s e d .

O u r  t e s t  i n c l u d e d  e i g h t  l o a n s  for w h i c h  C F A B  h a s  a s e c u r e d  
i n t e r e s t  in  t h e  i n v e n t o r i e s  as c o l l a t e r a l  for t h e  loan 
a d v a n c e s .  F i v e  of t h e s e  l o a n s  d i d  n o t  h a v e  i n s u r a n c e  o n  the 
i n v e n t o r i e s ,  n a m i n g  C F A B  as t h e  loss pa y e e .

C F A B  c o u l d  l o s e  its s e c u r i t y  o n  the l o a n  a d v a n c e s  t h r o u g h  
s p o i l a g e ,  a c c i d e n t ,  fire, etc. T h e r e f o r e ,  C F A B  s h o u l d  
r e q u i r e  t h a t  i n s u r a n c e  b e  o b t a i n e d  by t h e  b o r r o w e r ,  n a m i n g  
it as the l o s s  payee, o n  i n v e n t o r i e s  in  t r a n s i t  a n d  i n v e n t o r i e s  
n o t  h e l d  in b o n d e d  w a r e h o u s e s .

R e c o m m e n d a t i o n  No. 2

C F A B  s h o u l d  c o m p e n s a t e  m e m b e r s  of the B o a r d  of  D i r e c t o r s  for 
t r a v e l  e x p e n s e s  in c o m p l i a n c e  w i t h  A l a s k a  S t a t u t e s .

C F A E  r e i m b u r s e s  m e m b e r s  of  t h e  B o a r d  for a c t u a l  t r a v e l  
e x p e n s e s  r a t h e r  t h a n  a f i x e d  p e r  d i e m  r a t e  e s t a b l i s h e d  by 
th e  C o m m i s s i o n e r  o f  A d m i n i s t r a t i o n .  D u r i n g  F i s c a l  Y e a r  
1980, B o a r d  m e m b e r s  w e r e  r e i m b u r s e d  for $ 3 3 , 8 0 7  in a c t u a l  

t r a v e l  e x p e n s e s .

A S  4 4 . 8 1 . 1 1 0  s t a t e s  the B o a r d  m e m b e r s  a x e  to r e c e i v e  c o m p e n s a t i o n  
at  a r a t e  d e t e r m i n e d  b y  the B o a r d  for e a c h  d a y  the B o a r d  
m e e t s  if t h e y  a t t e n d  t h e  m e e t i n g .  In a d d i t i o n ,  th e y  are 
e n t i t l e d  to p e r  d i e m  a n d  t r a v e l  a l l o w a n c e s  as p r o v i d e d  by 
la w  for m e m b e r s  of  S t a t e  b o a r d s  a n d  c o m m i s s i o n s .  A S  v9 .20.180(2) 
s t a t e s  the m e m b e r s  of b o a r d s  a n d  c o m m i s s i o n s  a r e  e n t i t l e d ,  
f or e x p e n s e s  o t h e r  t h a n  t r a n s p o r t a t i o n ,  to a p e r  d i e m  a l l o w a n c e  
p r e s c r i b e d  b y  the C o m m i s s i o n e r  of  A d m i n i s t r a t i o n .
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C F A B  s h o u l d  g i v e  p u b l i c  n o t i c e  o f  its B o a r d  a n d  m e m b e r s h i p  
m e e t i n g s  in a c c o r d a n c e  w i t h  A l a s k a  S t a t u t e s .

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

A  m e m o r a n d u m  d a t e d  M a y  13., 1981 f r o m  t h e  o f f i c e  of t h e  A t t o r n e y  
G e n e r a l  s t a t e s  the O p e n  M e e t i n g s  A c t  (AS 4 4 . 6 2 . 3 1 0  - 4 4 . 6 2.312) 
is a p p l i c a b l e  to C FAB. A S  4 4 . 6 2 . 3 1 0 ( e )  r e q u i r e s  r e a s o n a b l e  
p u b l i c  n o t i c e  be  g i v e n  for all m e e t i n g s  r e q u i r e d  to b e  o p e n  
u n d e r  t h e  Act. S i n c e  a c t i o n  t a k e n  a t  m e e t i n g s  h e l d  c o n t r a r y  
to t h e  A c t  m a y  be void, it w o u l d  be  p r u d e n t  o f  C F A B  to c o m p l y  
w i t h  the p u b l i c  n o t i c e  r e q u i r e m e n t  f o r  f u t u r e  m e e t i n g s .

O t h e r  I n f o r m a t i o n

T h i s  s e c t i o n  of the r e p o r t  a d d r e s s e s  t h e  r e s u l t s  of  o u r  r e v i e w  
o f  C F A B  e x p e n d i t u r e s  f r o m  i n c e p t i o n  t h r o u g h  A p r i l  30, 1981. W e  
h a v e  i n c l u d e d  this i n f o r m a t i o n  b e c a u s e  a s i g n i f i c a n t  n u m b e r  o f  
t h e  e x p e n d i t u r e s  m a y  be  i n a p p r o p r i a t e  f o r  a n  e n t i t y  s u b s i d i z e d  
b y  p u b l i c  funds.

T h r o u g h o u t  the a u d i t  C F A B  m a n a g e m e n t  h a s  m a i n t a i n e d  it is a 
p r i v a t e  c o o p e r a t i v e  e n t ity. T h e y  b e l i e v e  t h e y  a r e  r e s p o n s i b l e  
o n l y  t o  t h e i r  m e m b e r s ,  e a c h  of w h o m  has p u r c h a s e d  a s i n g l e  
s h a r e  of  c l a s s  A  c o m m o n  s t o c k  for $100, a n d  c l a s s  B c o m m o n  
s t o c k  in a n  a m o u n t  e q u a l  to ten p e r c e n t  of  the m e m b e r ' s  loans 
(the a m o u n t  n e c e s s a r y  to p u r c h a s e  the B s t o c k  is a d d e d  to the 
lo a n  a m o u n t  r e q u e s t e d ,  d e d u c t e d  f r o m  l o a n  p r o c e e d s  by C F A B  at 
c l o s i n g ,  a n d  c a p i t a l i z e d . )

C F A B  is p r i m a r i l y  c a p i t a l i z e d  t h r o u g h  a p u r c h a s e  of n o n v o t i n g  
c l a s s  C  s t o c k  by t h e  S t a t e  of A l a s k a .  P a i d - i n  c a p i t a l  at 
A p r i l  30, 19 8 1  is s h o w n  as f o l l o w s  o n  C F A B  f i n a n c i a l  s t a t e m e n t s

C l a s s  A  C o m m o n  S t o c k  $ 1 ,770
C l a s s  B C o m m o n  S t o c k  2 , 5 3 4 , 9 0 0
C l a s s  C C o m m o n  S t o c k  3 2 , 0 0 0 , 0 0 0
C a p i t a l  in E x c e s s  of P a r  V a l u e  ________15, 3 0 0

T o t a l  P a i d - I n  C a p i t a l  $ 3 4 , 5 5 1 , 9 7 0

E a c h  A l a s k a n  has an i n t e r e s t  in the m a n n e r  in w h i c h  p u b l i c  
f u n d s  are spent. C F A B  h a s  b e e n  g i v e n  a s p e c i f i c  m i s s i o n  by 
the L e g i s l a t u r e ;  t h a t  of e n h a n c i n g  c o m m e r c i a l  f i s h i n g  and 
a g r i c u l t u r a l  a c t i v i t i e s  in A l a s k a .  T h e y  h a v e  b e e n  p r o v i d e d  
w i t h  the a u t h o r i t y  a n d  the w h e r e w i t h a l  to a c c o m p l i s h  this 
m i s s i o n .

R e c o m m e n d a t i o n  No. 3
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As  an  e n t i t y  t h a t  r e c e i v e s  a l a r g e  S t a t e  s u b s i d y ,  w e  b e l i e v e  
it is i n c u m b e n t  u p o n  C F A B  m a n a g e m e n t  to e x e r c i s e  a h i g h e r  d e g r e e  
o f  p r u d e n c e  w i t h  t h e i r  s p e n d i n g  h a b i t s  t h a n  if t h e y  w e r e  
c o m p l e t e l y  p r i v a t e l y  funded.

T h e  f o l l o w i n g  i t e m s  r e p r e s e n t  a s a m p l i n g  of C F A B  e x p e n d i t u r e s  
f r o m  i n c e p t i o n  t h r o u g h  A p r i l  30, 1981, so m e  o f  w h i c h  a r e  
q u e s t i o n a b l e :

A. F u r n i t u r e ,  F i x t u r e s ,  a n d  L e a s e h o l d  I m p r o v e m e n t s

T h e  b a l a n c e  of  C F A B ' s  f u r n i t u r e  and f i x t u r e s  a c c o u n t  as of 
D e c e m b e r  31, 1980, C F A B ' s  f i s c a l  y e a r  end, t o t a l l e d  $ 3 1 3 , 9 6 6 .
O f  t h i s  a m o u n t ,  $ 2 4 6 , 8 3 5  w a s  for e x p e n d i t u r e s  for t h e  A n c h o r a g e  
o f f i c e .  T h e  t o t a l  e x p e n d e d  for l e a s e h o l d  i m p r o v e m e n t s  as of 
the s a m e  d a t e  w a s  $65 , 8 5 0 ,  w h i c h  w a s  for p u r c h a s e s  of c a r p e t ,  
w a l l p a p e r ,  etc. T h e  f o l l o w i n g  is an e x a m p l e  of  the t y p e  of 
f u r n i s h i n g s  p u r c h a s e d  for the A n c h o r a g e  o f f i c e .

1. P r e s i d e n t ' s  O f f i c e

S o f a  $ 3 , 631
F i v e  s w i v e l  u p h o l s t e r e d  c h a i r s  7 , 7 1 7
T e a k  b o o k c a s e / c a b i n e t  u n i t s  w i t h

r e f r i g e r a t o r  a n d  l i q u o r  c a b i n e t  4 , 232

2. E x e c u t i v e  A s s i s t a n t ' s  O f f i c e

N a t u r a l  o a k  d e s k  $ 2 , 302
N a t u r a l  o a k  c r e d e n z a  3,150

3. S e n i o r  V i c e - P r e s i d e n t s '  O f f i c e s

T w o  te a k  e x e c u t i v e  d e s k s  $ 2 , 903
T w o  te a k  c o f f e e  t a b l e s  1 , 812
T w o  te a k  b o o k c a s e / c a b i n e t  u n i t s  5,453

4. E x e c u t i v e  C o n f e r e n c e  R o o m

R o s e w o o d  c o n f e r e n c e  t a b l e  $ 1 6 , 2 2 5
C o n f e r e n c e  c h a i r s  (14) 1 0 , 4 7 0
S o a p s t o n e  c a r v i n g  o f  a land

o t t e r  w i t h  a c r a b  2 , 000

In a d d i t i o n ,  C F A B  m a i n t a i n s  an apartmer.'; in J u n e a u  for v/hich 
$4,2.18 in f u r n i s h i n g s  w e r e  p u r c h a s e d ,  s u c h  as two beds, d r e s s e r ,  
c o l o r  t e l e v i s i o n ,  d i n e t t e  set, desk, etc. L e a s e h o l d  i m p r o v e m e n t s  
w e r e  m a d e  t o t a l l i n g  a p p r o x i m a t e l y  $2,254, i n c l u d i n g  n e w  c a r p e t  
a nd w a l l p a p e r .
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B. A r t  W o r k

A s  o f  D e c e m b e r  31, 1980, t h e  b a l a n c e  of  the n o n - d e p r e c i a b l e  
a s s e t s  a c c o u n t  t o t a l l e d  $1 3 , 3 5 3 .  T h i s  r e p r e s e n t s  p u r c h a s e s  o f  
p r i n t s  a n d  p a i n t i n g s  for the A n c h o r a g e  o f f i c e .  A  s a m p l e  of the  
p a i n t i n g s  are:

C u s t o m  o r d e r e d  o r i g i n a l  p a i n t i n g s  b y  C h a r l e n  J e f f e r y

1 . " B r o w n  B e ar" w a t e r c o l o r $ 3,400
2. " M u s k  Ox" w a t e r c o l o r 1 , 7 5 0
3. "C o w s "  w a t e r c o l o r 1,850
4. S i x  a d d i t i o n a l  w a t e r c o l o r s  on  r i c e

p a p e r ,  s u b j e c t  m a t t e r s  a r e  f i s h i n g
a n d  a g r i c u l t u r e 2,150

5. " A l a s k a  F i s h e r m a n  a n d  F a r m e r " 80C
6. " T o a s t  o f  A l a s k a n  H o l i d a y " 800
7. " A l a s k a n  L o g g e r " 950

LUtomobiles

1 . 19 8 0  C h e v r o l e t  C i t a t i o n  for a b r a n c h
o f f i c e $ 7,918

2. 1 9 8 1  C h e v r o l e t  M a l i b u  for a o r a n c h
o f f i c e 8,874

3. 1 9 8 0  S u b a r u  4x4 S t a t i o n  W a g o n  for
the A n c h o r a g e  o f f i c e 7 , 842

4. 1981 S u b a r u  4x4 S t a t i o n  W a g o n  for
the S e n i o r  V i c e - P r e s i d e n t /
A d m i n i s t r a t i o n 9,350

T o t a l  $ 3 3 . 9 8 4

In a d d i t i o n  to the b a n k  o w n e d  v e h i c l e s ,  C F A B  p a y s  the $168 
p e r  m o n t h  l e a s e  c h a r g e  for the P r e s i d e n t ' s  v e h i c l e .
M a i n t e n a n c e  a n d  r e p a i r  c o s t s  for the l e a s e d  and b a n k  o w n e d  
v e h i c l e s  t o t a l l e d  $ 4 , 5 4 3  d u r i n g  F i s c a l  Y e a r s  1980 a n d  1981, 
t h r o u g h  A p r i l  30. G a s o l i n e  e x p e n s e  is p a i d  for the l e a s e d  
v e h i c l e ,  t h e  b a n k  o w n e d  v e h i c l e s ,  and the p e r s o n a l  v e h i c l e  
of  t n e  S e n i o r  V i c e - P r e s i d e n t / C r e d i t ,  i n c l u d i n g  g a s o l i n e  
c o n s u m e d  for p e r s o n a l  use. T h e  s t a f f  e m p l o y e e s  are r e i m b u r s e d  
for the b u s i n e s s  u s e  of  t h e i r  p e r s o n a l  v e h i c l e s  at a r a t e  of 
25 c e n t s  p e r  m ile.

D. S a l a r i e s  a n d  B e n e f i t s

1. S a l a r i e s ,  B o n u s e s ,  and S t a t e  B e n e f i t s

S a l a r y  a n d  b e n e f i t  e x p e n d i t u r e s  t o t a l l e d  $ 9 9 6 , 6 9 2  
fo r  F i s c a l  Y e a r  1980. I n c l u d e d  in th i s  a m o u n t  w a s  
$ 1 0 8 , 1 9 2  for y e a r - e n d  bon u s e s .  In a d d i t i o n ,  two 
C F A B  e m p l o y e e s  r e c e i v e d  a t o t a l  of  $ 1 , 5 6 5  in c a s h  
b o n u s e s  d u r i n g  the y e a r  a n d  $ 2 , 3 9 0  w a s  p a i d  
d i r e c t l y  to a t r a v e l  a g e n c y  for a b o n u s  t r i p  to 
H o n g  K o n g  for the S e n i o r  V i c e - P r e s i d e n t /  
A u m i n i s t r a t i o n  a n d  his spouse.
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C F A B  is p r e s e n t l y  a c c r u i n g  $ 2 2 , 0 0 0  to $ 2 4 , 0 0 0  
p e r  m o n t h  f o r  b o n u s  e x p e n s e .  T h e  F i s c a l  Y e a r  
19 8 1  t o t a l  b u d g e t e d  b o n u s  a c c r u a l  is $282, 3 5 6 .

C F A B  o f f i c e r s  a n d  e m p l o y e e s  a r e  in the e x e m p t  
s e r v i c e  o f  the S t a t e  p e r s o n n e l  s y s t e m .  T h e y  
a r e  c o v e r e d  b y  the S t a t e  i n s u r a n c e  a n d  r e t i r e m e n t  
p r o g r a m s .  T h e y  a r e  a l s o  e x e m p t e d  f r o m  the S o c i a l  
S e c u r i t y  Act, as a r e  o t h e r  S t a t e  e m p l o y e e s ,  and 
i n s t e a d  p a r t i c i p a t e  in the S t a t e  S u p p l e m e n t a l  
B e n e f i t  P r o g r a m .  E m p l o y e r  c o n t r i b u t i o n s  for t h e s e  
b e n e f i t s  a r e  p a i d  f r o m  C F A B 's o p e r a t i n g  funds. 
O f f i c e r s  r e c e i v e  f o u r  w e e k s  a n n u a 1 l e a v e  a n d  
e p l o y e e s  r e c e i v e  t h r e e  w e e k s .  In a d d i t i o n ,  
b o t h  o f f i c e r s  a n d  e m p l o y e e s  a c c r u e  s i c k  l e a v e  at 
a r a t e  of  o n e  d a y  p e r  mo n t h .

2. O t h e r  B e n e f i t s ,  F i s c a l  Y e a r  1930

S t a f f  r o o m  c o s t s  (coffee, h o t  c h o c o l a t e ,
tea, sugar, d i s h  soap, etc.) $ 2 , 9 4 3

S e a s o n  t i c k e t s  to the A l a s k a  R e p e r t o r y
T h e a t r e  $ 376

S t a f f  C h r i s t m a s  p a r t y  a t  t h e  A n c h o r a g e  
W e s t w a r d  H i l ton:

F o o d
L i q u o r
E n t e r t a i n m e n t  
F l o r a l  c e n t e r p i e c e s

$ 2 , 3 5 3
2 , 1 9 7

600
211

$ 5 , 3 6 1

T u r k e y s  for C F A B  o f f i c e r s  a n d  e m p l o y e e s $ 415

B a n q u e t  for a s t a f f  m e e t i n g  at the 
S h e r a t o n  H o t e l $ 773

T h e  P r e s i d e n t ,  S e n i o r  V i c e - P r e s i d e n t /  
A d m i n i s t r a t i o n ,  a p r ' s p e c t i v e  e m p l o y e e  
a n d  t h e i r  s p o u s e s  h a d  d i n n e r  a t  the 
C a p t a i n  C o o k  H o t e l  in A n c h o r a g e . $ 245

A  b r a n c h  m a n a g e r  a n d  his s p o u s e  had 
two d i n n e r s  w i t h  two C F A B  e m p l o y e e s  
at the M e c c a  L o u n g e  in Kodiak. $ 320

T h e  t o t a l  c h a r g e d  to the o t h e r  e m p l o y e e  
b e n e f i t  and the o t h e r  p e r s o n n e l  e x p e n s e  
a c c o u n t s  in F i s c a l  Y e a r  1980 w a s  $6 , 0 7 6  
a n d  $13 , 8 1 0 ,  r e s p e c t i v e l y .
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E. O f f i c e  S p a c e

T h e  A n c h o r a g e  o f f i c e  is a p p r o x i m a t e l y  7 , 0 0 0  s q u a r e  f e e t  
w h i c h  i n c l u d e s  two k i t c h e n s  e a c h  e q u i p p e d  w i t h  o a k  c a b i n e t s ,  
m i c r o w a v e  o v e n ,  d i s h w a s h e r ,  a n d  r e f r i g e r a t o r .  A l s o ,  o n e  
k i t c h e n  h a s  a b u i l t - i n  s t o v e  top., C F A B  p u r c h a s e d  a d i n e t t e  
s e t  f o r  $ 1 , 1 0 8  a n d  a n a t u r a l  o a k  c o n f e r e n c e  t a b l e  a n d  u p h o l s t e r e d  
c h a i r s  f o r  $ 4 , 3 6 0  f o r  k i t c h e n / s t a f f  r o o m  f u r n i s h i n g s .  In 
a d d i t i o n ,  t h e  P r e s i d e n t ' s  o f f i c e  i n c l u d e s  a b a t h r o o m  w i t h  a 
s h o w e r  stall.

F. D i r e c t o r s '  F e e s

In F i s c a l  Y e a r  1980, $ 3 2 , 4 7 9  w a s  p a i d  to m e m b e r s  o f  C F A B ' s  
B o a r d  o f  D i r e c t o r s .  O r i g i n a l l y  in M a r c h  1979 t h e  B o a r d  set 
its r a t e  o f  c o m p e n s a t i o n  at  $100 p e r  d a y  d u r i n g  B o a r d  m e e t i n g s  
in  a d d i t i o n  to p e r  d i e m  a n d  t r a v e l  e x p e n s e s  s e t  forth b y 
S t a t e  law. In A p r i l  1979 the B o a r d  v o t e d  to i n c r e a s e  the 
c o m p e n s a t i o n  r a t e  to $250 p e r  d a y  f o r  the C h a i r p e r s o n  and 
$2 0 0  p e r  d a y  f o r  the m e m b e r s .  A g a i n ,  in F e b r u a r y  1980 the 
r a t e  of c o m p e n s a t i o n  w a s  i n c r e a s e d  to $500 a n d  $4 0 0  p e r  d a y  
for the C h a i r p e r s o n  a n d  m e m b e r s ,  r e s p e c t i v e l y .  In a d d i t i o n ,
C F A B  h a s  r e i m b u r s e d  B o a r d  m e m b e r s  for a c t u a l  e x p e n s e s  r a t h e r  
t h a n  p a y i n g  a p e r  d i e m  rate, see R e c o m m e n d a t i o n  No. 2.

In M a y  1980 t h e  B o a r d  v o t e d  to c o m p e n s a t e  m e m b e r s  for w o r k  
c o n c e r n i n g  CFAB, o t h e r  t h a n  a t t e n d a n c e  at m e e t i n g s ,  a t  a 
r a t e  of $62 p e r  h o u r  for the C h a i r p e r s o n  a n d  $50 p e r  h o u r  
f or the m e m b e r s .  D u r i n g  the p e r i o d  N o v e m b e r  1979 t h r o u g h  
A p r i l  1981, a B o a r d  m e m b e r  has b e e n  p a i d  $ 1 2 , 43b for o r g a n i z a t i o n  
a n d  c o n s u l t a t i o n  s e r v i c e s .

G. T r a v e l ,  L o d g i n g ,  a n d  M e a l s

D u r i n g  a r e v i e w  o f  B o a r d  a n d  s t a f f  m e m b e r s '  m o n t h l y  e x p e n s e  
r e p o r t s  f o r  t h e  p e r i o d  O c t o b e r  1979 t h r o u g h  M a r c h  1981, w e  
n o t e d  t h e  f o l l o w i n g :

1. P r e s i d e n t ' s  F o r e i g n  T r a v e l

a. A  E u r o p e a n  tour, from O c t o b e r  24 t h r o u g h  
N o v e m b e r  17, 1980, to D e n m a r k ,  E n g l a n d ,
Rome, a n d  Par i s :  the p u r p o s e  of  the
t r i p  w a s  to t o u r  the D a n i s h  f i s h i n g  
i n d u s t r y ,  v i s i t  the B r i t i s h  b a n k s  a n d  
the W h i t e  F i s h  A u t h o r i t y ,  e x a m i n e  the 
B r i t i s h  d a i r y  i n d u s t r y ,  a t t e n d  the 
I n t e r n a t i o n a l  F i s h e r i e s  C o n f e r e n c e ,  
a n d  the F i s h e r i e s  P r o d u c t s  E x p o s i t i o n .
(Cost i n c l u d e s  a i r f a r e ,  t o t a l l i n g
$1,881, for the P r e s i d e n t ' s  s p o use,
as w e l l  as a n  u n d e t e r m i n e d  .mount for
h e r  m e a l s  a n d  l o d g i n g  exp<r .-ze.) $ 8 , 8 0
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b. A n  a g r i c u l t u r e  t o u r  f r o m  J a n u a r y  28 
t h r o u g h  F e b r u a r y  12, 1981, to D e n m a r k ,
N o r w a y ,  S w e d e n ,  a n d  F i n l a n d :  (Cost
i n c l u d e s  I n t e r n a t i o n a l  F i s h e r i e s  
C o n f e r e n c e  fe e s  for t h e  P r e s i d e n t ' s  
s p o u s e  and t h e  s p o u s e  o f  the C h a i r p e r s o n
o f  t h e  Board, t o t a l l i n g  $376.) $ 6 , 0 8 8

c. A t  t h e  N o v e m b e r  25, 1980 B o a r d  m e e t i n g ,  
the P r e s i d e n t  a p p r i s e d  the B o a r d  of 
hi s  t e n t a t i v e l y  s c h e d u l e d  t r i p s  for 
1981:

J a n u a r y  - D e n m a r k  
(Same as b. above)
S p r i n g  o r  S u m m e r  - J a p a n  
O c t o b e r  - M u n i c h

2. S e n i o r  V i c e  P r e s i d e n t / A d m i n i s t r a t i o n  - 
F o r e i g n  T r a v e l

a. A  t r i p  to L o n d o n ,  E n g l a n d  in
J a n u a r y ,  19 8 1  $ 2 , 6 8 1

3. D i n n e r s

a. T h e  f o l l o w i n g  d i n n e r s  w e r e  r e p o r t e d  on  
the e x p e n s e  r e p o r t s  of the P r e s i d e n t  
and S e n i o r  V i c e - P r e s i d e n t / A d m i n i s t r a t i o n :

1) A  d i n n e r  a t  t h e  C o r s a i r  in $256
A n c h o r a g e  a t t e n d e d  b y  f o u r  C F A B
e m p l o y e e s  a n d  t h e i r  spo u s e s .

2) T h r e e  C F A B  o f f i c e r s  a n d  t h e i r  $ 1 9 1
s p o u s e s  h a d  d i n n e r  a t  S i m o n  &
S e a f o r t ' s  S a l o o n  & G r i l l  in 
A n c h o r a g e .

3) T h e  P r e s i d e n t  a n d  S e n i o r  V i c e -  $210
P r e s i d e n t / A d m i n i s t r a t i o n  a n d  s p o u s e s
h a d  d i n n e r  w i t h  a l o c a l  b u s i n e s s m a n  
and s p o u s e  at the C o r s a i r  in 
A n c h o r a g e .

4) T h e  P r e s i d e n t ,  S e n i o r  V i c e - P r e s i d e n t /  $164
A d m i n i s t r a t i o n ,  and a p r o s p e c t i v e
e m p l o y e e  h a d  d i n n e r .
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5) T w o  l e g i s l a t o r s ,  C F A B ' s  a t t o r n e y ,  $213 
a n d  a c o n s u l t a n t  h a d  d i n n e r  in
J u n e a u  w i t h  the P r e s i d e n t ,  S e n i o r  
V i c e - P r e s i d e n t / A d m i n i s t r a t i o n  a n d  
a s e c r e t a r y .

6) A  d i n n e r  at  Y a n c e y  D e r r i n g e r ' s  in $343 
J u n e a u  w i t h  f o u r  B o a r d  m e m b e r s  and
t h e  S e n i o r  V i c e - P r e s i d e n t /
A d m i n i s t r a t i o n .

7) F i v e  m e m b e r s  of  the Board, the t h r e e  $281
s e n i o r  e x e c u t i v e  o f f i c e r s ,  the V i c e -  
P r e s i d e n t / B r a n c h  M a n a g e m e n t ,  and
C F A B ' s  a t t o r n e y  h a d  d i n n e r  at 
J o s e p h i n e ' s  R e s t a u r a n t  in A n c h o r a g e .

8) T h r e e  d i n n e r s  at  J o s e p h i n e ' s  $534
R e s t a u r a n t  f o r  the f i v e  m e m b e r s  of 400
t h e  B o a r d  a n d  the S e n i o r  V i c e -  449
P r e s i d e n t / A d m i n i s t r a t i o n .

9) T h e  S e n i o r  V i c e - P r e s i d e n t /  $125
A d m i n i s t r a t i o n  a n d  the C h a i r m a n  of
t h e  B o a r d  h a d  d i n n e r  at  the C a p t a i n  
C o c k  H o t e l  in A n c h o r a g e .

10) T h e  two S e n i o r  V i c e - P r e s i d e n t s  h a d  $157
d i n n e r  a t  J o s e p h i n e ' s  R e s t a u r a n t  
in A n c h o r a g e .

A l l  told, t h e r e  w e r e  48 d i n n e r s  o n  the e x p e n s e  r e p o r t s  of the 
P r e s i d e n t  a n d  S e n i o r  V i c e - P r e s i d e n t / A d m i n i s t r a t i o n  e a c h  c o s t i n g  
i n  e x c e s s  of  $1 0 0  d u r i n g  the p e r i o d  O c t o b e r  1979 t h r o u g h  M a r c h  
1981.

b. C o s t  o f  d i n n e r s  o r  l u n c h e s  n o t e d  o n  o t h e r  
p e r s o n s  m o n t h l y  e x p e n s e  r e p o r t s :

1) B r a n c h  M a n a g e r  to o k  B r a n c h  A s s i s t a n t  $137
to l u n c h  on  f i v e  o c c a s i o n s .

2) T h e  two S e a t t l e  b r a n c h  o f f i c e  $127
e m p l o y e e s  a n d  six e m p l o y e e s  f r o m
o f f i c e s  in A l a s k a  d i n e d  in Se a t t l e .

3) T h e  two S e a t t l e  b r a n c h  o f f i c e  e m p l o y e e s  $448
a n d  s e v e n  e m p l o y e e s  f r o m  the o f f i c e s
in A l a s k a  d i n e d  in S e a t t l e .

4) S t a f f  l u n c h  a t  C l i n k e r d a g g e r , $172
B i c k e r s t a f f  & P e t t s  P u b l i c  H o u s e  in 
A n c h o r a g e .
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c. B a n q u e t s  h e l d  in M a r c h  1 9 8 1  a t  the 
S h e r a t o n  H o t e l  in A n c h o r a g e .  C o s t s  
i n c l u d e  $398 for liquor.

4. M i s c e l l a n e o u s  E x p e n d i t u r e s

a. A l a s k a  A i r l i n e s  B o a r d  Room, U n i t e d  
A i r l i n e s  R e d  C a r p e t  and U n i v e r s i t y  C l u b  
(San F r a n c i s c o )  m e m b e r s h i p  dtias o n  the 
e x p e n s e  r e p o r t s  o f  the P r e s i d e n t  or 
S e n i o r  V i c e - P r e s i d e n t / A d m i n i s t r a t i o n .

b. T u x e d o  rental.

c. L i q u o r  and m i x e s  for the b a r  in the 
P r e s i d e n t ' s  office.

d. G l a s s w a r e  a n d  c u t l e r y  p u r c h a s e d  at D e s i g n  
C r a f t  Ltd. in A n c h o r a g e .

e. T o w e l s  and a c c e s s o r i e s  for the e x e c u t i v e  
b a t h r o o m  p u r c h a s e d  at N o r d s t r o m  in 
A n c h o r a g e .

f. T w o  g i f t  c e r t i f i c a t e s  for d i n n e r  at 
J o s e p h i n e ' s  R e s t a u r a n t  in A n c h o r a g e .

g. G i f t  c e r t i f i c a t e  at S t e p h a n  F i n e  A r t s  
g a l l e r y .

H. P r o m o t i o n a l  C o s t s

1. A n c h o r a g e  P r e - o p e n i n g  P a r t y  at the S h e r a t o n  H o t e l

64 d i n n e r s  $ 1 , 3 2 5
19 b o t t l e s  C h e n i n  B l a n c  186
18 b o t t l e s  P i n o t  N o i r  124
H o s t e d  bar - 283 d r i n k  t i c k e t s  814
F l o w e r s  180

M e a l s  and l o d g i n g  for: t h r e e  m e m b e r s  of the
B oard, two C F A B  e m p l o y e e s ,  t h r e e  b u s i n e s s  
a s s o c i a t e s ,  a n d  five spouses.

T o t a l  A n c h o r a g e  C o s t s
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$40

$243

$1.5$

$100

$200

$1 0 0

$ 2 , 6 2 9

1 ,153

$ 1 , 3 3 1

3 , 7 8 2



2. P r e - o p e n i n g  P a r t i e s  a t  B r a n c h  O f f i c e s

a. K o d iak:

P a r t y  r o o m  r e n t a l  a n d  p e r m i t  $ 160
F o o d  450
B a r  621
G r a t u i t y  130

T o t a l  f o o d  a n d  b a r  c o s  — ■ 1,36 1
A i r  c h a r t e r  for
C F A B  e m p l o y e e s  2,711

T o t a l  K o d i a k  C o s t s

b. C o r d o v a :

E l k s  C l u b

c . H o m e r :

F i n g e r  fo o d  for 200 p e r s o n s  $ 900
B a r  934
T a x  13

T o t a l  H o m e r  C o s t s

d. A i r  c h a r t e r  for C F A B  e m p l o y e e s  
to C o r d o v a  a n d  H o m e r  p r e - o p e n i n g  
p a r t i e s .

e. S e a t t l e  (costs a r e  b a s e d  on 
an  e s t i m a t e  p r e p a r e d  b y  the 
B r a n c h  M a n a g e r ) :

I n v i t a t i o n s  
S e a f o o d :

C r a b  legs 
P r a w n s  

C a t e r e r
L i q u o r  a n d  m i x

T o t a l  e s t i m a t e d  S e a t t l e  C o s t s  

T o t a l  C o s t  of  P r e - o p e n i n g  P a r t i e s

89

160
90

1,100
600

4,072

7 , 6 1 0

1 , 8 5 2

2 , 5 4 1

2 ,039 

$ 2 1 , 8 9 6
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L e g i s l a t i v e  C o c k t a i l  P a r t y  a t  the B a r a n o f  H o t e l  
in J u n e a u  (100 quests)

F o o d  $ 1 , 7 7 0
L i q u o r  982

$2

4. S i x t y - s i x  E d d i e  B a u e r  G o r t e x  m o u n t a i n  p a r k a s  
w i t h  C F A B  lo g o  p u r c h a s e d  for e m p l o y e e s  and
m e m b e r s  o f  t h e  Board. $5

5. G i f t  p a c k s  o f  B l a k e ' s  F a n c y  S m o k e d  S a l m o n  
f o r  c u s t o m e r s .

6. 5 , 7 5 0  D o t ' s  T i d e  ';!able b o o k s  p r i n t e d  w i t h
C F A B  l o g o  f o r  c u s c o m e r s .  $4

7. C o o k b o o k s .  $1

8. 1 , 0 0 0  1980 A n n u a l  R e p o r t s  (cost i n c l u d e s  
c o l o r  s e t u p s ,  slides, p r i n t i n g ,  d e s i g n
w o r k ,  etc.) $27

,064

$ 5 5 5

,573

,984

,4  66

,75 2
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A P P E N D I X  A

ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK 
SUMMARY SCHEDULE OF LOANS

For the period 04/02/80 - 03/13/81

Purpose of Loan

Total 
Number 
of Loans 
Made

Total
Original
Amounts

Total
Outstanding 
Balance 
as of 3/13/i

(See Notes 
1 & 2)

(See Note 3]

Entry Permit Purchase 4 $ 184,800 $ 176,600

Entry Permit Refinance 7 217,200 217,200

Used Vessel Purchase 34 3,587,155 3,492,258

New Vessel Purchase 20 3,918,596 1,968,703

Vessel Refinance 35 8,708,721 8,427,605

Vessel Repair 2 40,900 40,900

Gear Purchase 8 443,300 408,339

New or Used Vessel 
Equipment Purchase 8 327,820 311,615

Miscellaneous Debt 
Refinance 6 409,877 409,859

Fisherman Working 
Capital 2 10,750 10,750

Fish Processor Working 
Capital 10 37,757,000 8,823,857

Totals 136 $55,606,119 $24,287,686

See Accompanying Notes to the Summary Schedule of Loans
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A P P ENDIX B

ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK 
NOTES TO THE SUMMARY SCHEDULE OF LOANS 

For the period 04/02/80 - 03/13/81

Note 1

Borrowers are required to purchase CFAB class B stock in an 
amount equal to 10Z of the loan proceeds. The original loan
amount listed includes the amount loaned for the purchase of
the class B stock.

Note 2

Certain portions of the Fish Processor Working Capital loans 
are guaranteed by the State of Alaska under the authority of
SLA 1980, Chapter 32.

Note 3

On May 14, 1980, CFAB signed a loan agreement with the 
Spokane Bank for Cooperatives (SBC) which established a line 
of credit to finance CFAB's current lending activity. As 
amended on June 18, 1980, CFAB may borrow up to $30,000,000.
The agreement is for a one-year term from June 1, 1980, 
bearing interest at a floating rate prescribed by SBC.
Interest is payable the last day of each quarter. The loan 
is secured by all CFAB notes evidencing loans to members.
The loan agreement is to be renegotiated annually. The
outstanding loan balance at March 13, 1981 totalled $1,000,000.

Further, CFAB is required, in accordance with the Farm
Credit Act to purchase SBC class C stock in an amount equal
to 157, or a lessor amount prescribed by SBC of the quarterly 
interest payable. The amount of CFAB's investment in SBC 
class C stock at March 13, 1981 totalled $47,784.
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ALASKA ODHEKCIAL FISItlMG AI1D AGRICULTURE BAfJK 
SQIKUUI.K OF LOANS BY HKANG1I OKFICE (Sec Ibte 1) 

ior the Period 04/02/80 - 03/13/31 
(UttAL'DITKO)

Cordova Kodiak l la ie r
m•4*•4

Nuniier
of Original Outstanding

IKmiier
of Original Outstanding

timber
of Original Outstanding

limber
of Original Outstanding

0 loans loan Halance loans loan Balance loons loan balance loans I nan Balance

» lliriHiso of loan llnle Amount; as of 03/13/81 Haile Alim lot as of 03/13/81 Hide Anount as of 03/13/81 1 Liile Asuu.it as of 03/13/31r»■B» liury Permit Purchase -0 - 5 -0 - 5 -0- -0 - 5 -0- 5 -0 - 1 5 39.600 5 39,600 3 5 145,200 5 437,000

li.try Permit Kcfinancc 2 49.500 49,500 3 74,200 74,200 -0- -0- -0- 2 93,500 93,500

Used Vessel Purchase 13 1,97 4,7 9> 1,890,982 9 461,530 450,446 6 397,330 397,330 6 753,500 753,500

1—1 I lev Vessel Purrluse 10 1,756,488 1,2 79 ,4 5 3 5 399,600 231,844 3 1,592,008 286,906 2 170,500 170,500
^1

Vessel Ki'finance 15 5,686,750 5 ,516 ,9 3 6 7 346,510 310,426 4 1,5 19 ,4 5 0 1,444,30 6 9 1 ,15 6 ,0 11 1 ,1 5 5 ,9 3 7  •

Vessel Repair 1 5,000 5,000 -0 - -0- -0- -0- -0- -0- 1 33,900 35,900

0 (ksir Kirehasc A 277,200 260,506 1 33,000 33,000 -0- -0 - -0- 3 133,1 (Hi 114,833

New or Useil Vessel 
Ki|uipnuul Purchase 2 65.070 64,485 3 09,450 73,368 1 24,200 24,200 7 149,100 149,562

Ml seel lanc.ius Debt 
K efin an ce 2 165,000 165,000 2 192,227 192,209 -0- -0- -0- y 52,650 52,650

Flsheniun Working 
Capital 1 7,950 7,950 1 2,800 2,800 -0- -0 - -0- -0- -0- -0-

fish Processor U orking 
Capital 10 37,757.000 8,823,857 -0- -G- -0- -0- -0 - -0- -0- -0- -0-

Totals (.0 5 4 /.7 4 4 .7 5 1 518.063,669 31 S l . 599.317 5 1,36 8 ,2 9 1 15 53,572 ,588 5 2 .19 2 .14 2 30 _ 52,689,461 52,661,38 2

Ik-i' Acoaipanylng llites to I In* Ikhedule of I nans l>y llraneh Off too.



A P P ENDIX D

ALASKA COMMERCIAL FISHING AND AGRICULTURE BANK 
NOTES TO THE SCHEDULE OF LOANS BY BRANCH OFFICE 

For the period 04/02/80 - 03/13/81

Note 1

CFAB has two additional branch offices; one in Seattle and 
another located in Ketchikan. The Seattle office does not 
process loans. The Ketchikan office opened in November 1980 
and as of March 13, 1981 had not made any loans.

STATE O F  ALASKA
IS

DIVIS'ON O F  LEGISLATIVE AUDIT



2550 Denali Street, Suite 1201 
P.O. Box 4-2070 
Anchorage. Alaska 99509 
(907) 27<>2007
SRA 90-B
Homer. Alaska 99003 
(907)235-8234

August 27, 1981

Mr. Paul V. Harris, CPA
Anchorage Office Manager
State of Alaska
Division of Legislative Aud-L
P.O. Box 1231
Anchorage, Alaska 99510

Dear Mr. Harris:

The report entitled, A Performance Review of the 
Commercial Fishing and Agriculture Bank dated May 22',' 
1981, to which you have requested our reply, is essentially 
the same as that submitted to us by the auditors themselves. 
We are, therefore, submitting our reply to that original 
submission. It remains applicable with the following modifi­
cations .

1. The reference to open board meetings is new to 
this report, and

2. The auditors have removed references to actions 
taken by the board of directors.

Since the completion of the audit, legislation has been 
passed clarifying CFAB's status and its relationship to 
the State. That legislation causes the majority of points 
covered in the audit, and indeed, the focus of the audic 
itself, to be currently moot.

The Board of Directors and the Management of CFAB 
look forward to working with the Committee in the future.

Sincerely,

Roseleen "Snooks" Moore

sd

Alaska Commercial Fishing and Agriculture Bank
- 1  Q „



Ju ne  12, 1931

M r .  P a u l  V .  H a r r i s ,  CPA
A n c h o r a g e  O f f i c e  M a n a g e r
S t a t e  o f  A l a s k a
D i v i s i o n  o f  L e g i s l a t i v e  A u d i t
P .  0 .  Box  1231
A n c h o r a g e ,  A l a s k a  99510

D e a r  M r .  H a r r i s :

I t  is  a p p a r e n t  f r o m  y o u r  l e t t e r  t h a t  th e  a u d i t  h a s  f a i l e d  to 
g r a s p  th e  m a n d a t e  g i v e r ,  to CFAB b y  the  L e g i s l a t u r e .  I t  h as  a l s o  |
been  u n a b l e  to p r o p e r l y  e v a l u a t e  the  c o m p l e x i t i e s  a n d  i n t r i c a c i e s  of  j
o p e r a t i o n  d e m a n d e d  o f  a p r i v a t e  c o m p a n y  o p e r a t i n g  in  the  p r i v a t eI m a r k e t .  These  s t a n d a r d s  a r e  imposed  u p o n  CFAB in  o r d e r  to f u l f i l l
t he  m is s i o n  s p e l l e d  o u t  in  the e n a b l i n g  l e g i s l a t i o n .

The  f u n d a m e n t a l  co n c e p t  of  the  A l a s k a  C o m m e rc ia l  F i s h i n g  I 
A g r i c u l t u r e  B a n k  (CFAB) is t h a t  i t  is  a p r i v a t e ,  c o o p e r?  * i ' e i y  
o w n e d  a n d  m a n a g e d  f i n a n c i a l  i n s t i t u t i o n .  T h i s  d e s i g n  w a s  m a n d a t e d  
b y  the  L e g i s l a t u r e  f o r  the  p u r p o s e  o f  l i n k i n g  w i t h  the  n a t i o n a l  
c o o p e r a t i v e  b a n k i n g  s y s te m  to b r i n g  o u t s i d e  c a p i t a l  to A l a s k a n  
f i s h e r m e n  a n d  f a r m e r s .  The  d e s i g n e r s  o f  CFAB r e c o g n i z e d  t h a t  i t  
m us t  be  a p r i v a t e  c o r p o r a t i o n  in  o r d e r  to q u a l i f y  f o r  p a r t i c i p _ t i o n  
in  the  n a t i o n a l  s y s t e m .  The  B a n k s  f o r  C o o p e r a t i v e s  a r e  p r o h i b i t e d  
b y  la w  f r o m  a f f i l i a t i n g  w i t h  o r  l e n d i n g  m oney  to a g o v e r n m e n t  
o r g a n i z a t i o n .  I f  CFAB h a d  not  been o r g a n i z e d  to o p e r a t e  as a 
p r i v a t e  o r g a n i z a t i o n ,  i t  w o u ld  no t  h a v e  been a b l e  to l e n d ,  in  16 
s h o r t  m o n th s  of  o p e r a t i o n ,  o v e r  $ 3 0 ,0 0 0 ,00 0  to i t s  o v e r  225 member  

p s t o c k h o l d e r s  who  a r e  A l a s k a  f i s h e r m e n  a n d  f a r m e r s ,  a n d  o v e r
$ 5 0 ,0 0 0 ,0 0 0  to i t s  member  s t o c k h o l d e r s  who  a r e  p r o c e s s o r s ,  as r e q u i r -  

* ed b y  the  L e g i s l a t u r e .  Nor  c o u l d  we h a v e  p r o v i d e d  e m p lo y m e n t
o p p o r t u n i t i e s  to A l a s k a n  w o r k e r s  who c re w  the  v e s s e l s ,  t i l l  the  
l a n d ,  o r  p r o c e s s  A l a s k a ' s  f i s h  a n d  f a r m  p r o d u c t s .

Even  in  C F A B 's  s h o r t  h i s t o r y ,  i t  h a s  f u l f i l l e d  th e  i n t e n t  of  
b r i n g i n g  in  o u t s i d e  c a p i t a l  to f i n a n c e  o u r  f i s h e r m e n ,  f a r m e r s  a n d  
p r o c e s s o r s .  T o d a y ,  th e  c o m m i tm en t  o f  the  B a n k s  f o r  C o o p e r a t i v e s  f a r  
e x c e e d s  t h a t  of  the  o r i g i n a l  S ta te  c o m m i tm e n t .  A d d i t i o n a l l y ,  we h a v e  
i n c r e a s e d  the  ne t  w o r t h  o f  the  C o o p e r a t i v e  b y  more  t h a n  $4 m i l l i o n  

|  d u r i n g  t h a t  same s h o r t  p e r i o d .  We h a v e  in  e x c e s s  o f  $40 m i l l i o n  in
p e n d i n g  lo a n  a p p l i c a t i o n s  a n d .  f u l l y  e x p e c t  to e x c ee d  $300 .n i l  I ion in  
l o a n s  to f i s h e r m e n ,  f a r m e r s  a n d  p r o c e s s o r s  b y  the  y e a r  1985.

Alaska Commercial Picking and Agriculture Dank
. i n .
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In  t e s t im o n y  b e f o r e  the  S ta te  L e g i s l a t u r e  on s e v e r a l  o c c a s io n s ,  
the  S p o k a n e  B a n k  f o r  C o o p e r a t i v e s  h as  t e s t i f i e d  t h a t  t h e y  h a v e  an  
e x c e l l e n t  r e l a t i o n s h i p  w i t h  CFAB a n d  h o l d  i t s  m a n a g e m e n t  a n d  
o p e r a t i c n s  in  h i g h  r e g a r d .  T h e y  h a v e  r e m a r k e d  t h a t  the  p r o g r e s s  
made  b y  the  C o o p e r a t i v e  d u r i n g  i t s  b r i e f  p e r i o d  o f  o p e r a t i o n  h as
e x c ee de d  t h e i r  e x p e c t a t i o n s  f o r  us a t  th e  end  o f  f i v e  y e a r s .  In  tha' .  
t e s t im o n y ,  t h e y  p l a i n l y  s t a t e d  t h a t  t h e y  w o u ld  n o t  be  a b l e  to len;> 
to CFAB i f  we w e re  no t  a p r i v a t e  c o o p e r a t i v e .  I f  CFAB were  no t  a
p r i v a t e  c o o p e r a t i v e ,  i t  w o u l d  cease  to be p a r t  o f  the  n a t i o n a l  
c o o p e r a t i v e  b a n k i n g  s y s te m  a n d  h u n d r e d s  o f  m i l l i o n s  o f  d o l l a r s  
w o u ld  be lo s t  to A l a s k a n  f i s h e r m e n  a n d  f a r m e r s .  I n  t h e i r  p l a c e ,  the  
L e g i s l a t u r e  w o u l d  h a v e  to f u n d  the  o p e r a t i o n s  o f  CFAB in  the
a n n u a l  b u d g e t  d o c u m e n t  a n d  a l l o c a t e  tho se  m i l l i o n s  f o r  the  same 
lo a n s ,  t h u s  r e d u c i n g  the  f u n d s  a v a i l a b l e  to the  p e o p le  o f  the  s t a t e  
f o r  e t h e r  p u r p o s e s  a n d  c o s t i n g  them m i l l i o n s  o f  d o l l a r s  in  s u b s i d i e s .

O u r  b a s i c  i n s t r u c t i o n s  f r o m  the  G o v e r n o r ,  t h e  L e g i s l a t u r e ,  a n d  
the  c o n s u l t a n t s  a t  the  t im e  o f  C F A B 's  c r e a t i o n  w e re  to fo rm  a
p r i v a t e ,  c o o p e r a t i v e  f i n a n c i a l  i n s t i t u t i o n .  I f  t h a t  is  n o t  the  case ,  
as  y o u  s u g g e s t  b y  y o u r  comments  a n d  the s t a n d a r d s  a p p a r e n t l y  
u s ed  in  f o r m u l a t i n g  y o u r  a u d i t ,  then  the  i n t e n t  o f  th e  l e g i s l a t i o n
c r . n n o t  be  c a r r i e d  o u t ,  o u t s i d e  f u n d s  c a n n o t  be  b r o u g h t  in  to
b e n e f i t  f a r m e r s  a n d  f i s h e r m e n  t h r o u g h  CFAB, a n d  th e  L e g i s l a t u r e  
w i l l  be  f o r c e d  to a p p r o p r i a t e :  n e c e s s a r y  f u n d s  f r c m  the  G en e ra l
F u n d .  T h i s  w i l l ,  o f  c o u r s e ,  p l a c e  the  S ta te  d i r e c t l y  b a c k  i n t o  the 
lo a n  b u s i n e s s  a g a i n s t  the  w i s h e s  o f  the  L e g i s l a t u r e  a n d  the  f i n a n c i a l  
c o m m u n i t y .

The  L e g i s l a t u r e  a l s o  i n t e n d e d  t h a t  CFAB be  a u d i t e d  a n d  
r e q u i r e d  in  the  o r i g i n a l  l e g i s l a t i o n  t h a t  the  b o a r d  o f  d i r e c t o r s  h a v e  
a n  a n n u a !  a u d i t  p e r f o r m e d  b y  o u t s i d e ,  i n d e p e n d e n t  a u d i t o r s ,  a n d  
t h a t  the  a u d i t  r e p o r t  be made- a v a i l a b l e  to the  G o v e r n o r ,  m embers  of  
the  L e g i s l a t u r e ,  a n d  the  g e n e r a l  p u b l i c .  CFAB h a s  e m p lo y e d  the
n a t i o n a l  f i r m  o f  P r i c e  W a te r h o u s e  &  Co. f o r  t h a t  p u r p o s e .  T he y  h a v e  
c o m p le t e d  a u d i t s  f o r  the  y e a r s  1979 a n d  1980. A c o p y  o f  the  1980 
r e p o r t  is  a t t a c h e d .  T h i s  a u d i t  c l e a r l y  show s  CFAB to be  f o l l o w i n g  
p r o p e r  p r a c t i c e s  a n d  p r o c e d u r e s .

In  d e t e r m i n i n g  p e r f o r m a n c e ,  one m u s t  look  a t  a c h ie v e m e n t s  
t o w a r d  a s t a t e d  g o a l .  In  i t s  b r i e f  h i s t o r y ,  C F A B 's  a c h ie v e m e n t s  a r e  
m a n y .  Among  them a r e :

1. E s t a b l i s h m e n t  o f  a w e l l  o r g a n i z e d ,  s y s t e m a t i c a l l y  r u n
b u s i n e s s  w h i c h  is  m a n a g e d  a c c o r d i n g  to g e n e r a l l y  a c c e p te d
m a n a g e m e n t  p r a c t i c e s ,  i n c l u d i n g :

a .  S ta te d  m is s i o n ,  g o a l s ,  o b j e c t i v e s ,  a n d  a c t i o n  p l a n s ;

b .  C om p le te  a n d  a c c u r a t e  a c c o u n t i n g  s y s t e m s ;

c .  D e t a i l e d ,  w r i t t e n  p o l i c i e s  a n d  p r o c e d u r e s  c o v e r i n g
the  w h o le  o f  o u r  o p e r a t i o n ;

d .  C om p le te  b u d g e t i n g  a n d  f i n a n c i a l  r e p o r t i n g  s y s te m ;

e.  E m p lo y e e  ’- ' • l i c i e s ,  p a y  s c a le s ,  j o b  d e s c r i p t i o n s ,  
a n d  e v a l  t i o n  s y s te m s ;
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f .  P r i n t e d  d o c u m e n t a t i o n  f o r  l o a n s  b e a r i n g  the  a p p r o v a l  
o f  >-'Oth g e n e r a l  a n d  s p e c i a l i z e d  l e g a l  c o u n s e l s  o f  
the  C o o p e r a t i v e .

A c t i v e  i n v o l v e m e n t  o f  the  m em bers  o f  the  B o a r d  o f  D i r e c t o r s  
i n  the  p o l i c y  d e v e lo p m e n t  a n d  c o n t r o l  o f  th e  o r g a n i ­
z a t i o n ,  p l u s  a h i g h  leve l  o f  a t t e n d a n c e  b y  those  members  
a t  m e e t i n g s .

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

C o m p le t i o n  o f  a p r o c e d u r a l  a u d i t  b y  a n a t i o n a l  f i r m
o f  CPAs u s i n g  b o t h  t h e i r  a u d i t o r s  a n d  m a n a g e m e n t  a d v i s o r y  
g r o u p s  to i n s u r e  the  c o n t i n u i t y  o f  o u r  p r o c e d u r a l  a n d  
c o n t r o l  s y s t e m s .  T h i s  f o rm  o f  a u d i t  i s  s c h e d u l e d  to
be p e r f o r m e d  on an  a n n u a l  b a s i s .

D e v e lo p m e n t  o f  32 s p e c i a l i s t s  i n  v a r i o u s  a s p e c t s  o f  f i s h e r i e s  
f i n a n c e .  These  a d d  to an  e x t r e m e l y  l i m i t e d ,  i f  no t  a lm o s t  
n o n - e x i s t e n t ,  f i e l d  ot e x p e r t i s e .

O p e n i n g  f i v e  b r a n c h  o f . ' c e s ,  o f f e r i n g  the  f u l l  s e r v i c e s  of  
th e  C o o p e r a t i v e ,  in  k e y  a r e a s  t h r o u g h o u t  the  s t a t e .  
B r a n c h e s  a r e  now l o c a te d  in  K o d i a k ,  Homer,  C o r d o v a ,
K e t c h i k a n ,  a r id  S e a t t l e .

M a i n t e n a n c e  o f  an  a c t i v e  c a l l i n g  p r o g r a m  to a r e a s  o u t s i d e  
o f  the  l o a c t i o n s  c*  o u r  e s t a b l i s h e d  o f f i c e s .

A t t r a c t i n g  a n d  f i n a n c i n g  n e a r l y  250 m em ber  s h a r e h o l d e r s  
f r o m  g e o g r a p h i c a l l y  d i s p e r s e d  a r e a s  w i t h i n  th e  s t a t e .

D e v e lo p m e n t  o f  a f u l l  r a n g e  o f  le a n  p r o g r a m s  to s e r v e  
the  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 ,  a d d i n g  a p p r e ­
c i a b l y  to tho se  p r e v i o u s l y  a v a i l a b l e .

D e v e lo p m e n t  o f  c r e d i t  l i n e s  n e c e s s a r y  to meet  C F A B 's  
f i n a n c i a l  n ee ds  a n d  i t s  c o m m i tm e n ts  to m e m b e rs .

A c h ie v e m e n t  o f  more  r a p i d  t u r n a r o u n d  o f  lo a n  a p p l i c a t i o n s .

A c h ie v e m e n t  o f  p r o f i t s  in  each  o f  i t s  a c c o u n t i n g  p e r i o d s  
d e s p i t e  e x p e n s i n g  a 11 o p e n i n g  a n d  o p e r a t i n g  c o s t s .  P r o f i t s  
f o r  the  f i r s t  q u a r t e r  of  t h i s  f i s c a l  y e a r  a r e  $800 ,000 .

R e t u r n  o f  p a t r o n a g e  d i v i d e n d s  e q u a l  to 9 |  p e r c e n t  of  
the  i n t e r e s t  p a i d  b y  m embers  d u r i n g  1990.

The  f i r s t  i n s t a l l m e n t  in  the  r e t u r n  o f  the  S t a t e ' s  i n i t i a l  
c a p i t a l  i n v e s t m e n t  was  m a de .
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15. S u p p o r t  o f  a g r i c u l t u r e  a n d  f i s h e r i e s  d e v e lo p m e n t  t h r o u g h :
a .  s u p p o r t  o f  4-H a n d  FFA;

b .  c r e a t i o n  o f  the  Y o un g  A l a s k a  F a r m e r s  F i n a n c i n g
C o o p e r a t i v e  to p r o v i d e  f i n a n c i n g  f o r  y o u t h  a g r i c u l t u r a l  
p r o j e c t s ;

c .  d e v e lo p m e n t  o f  f i n a n c i a l  p l a n n i n g  m a n u a l s  f o r  use 
b y  f i s h e r m e n  a n d  f a r m e r s ;

d .  s u p p o r t  a n d  i n i t i a t i o n  o f  r e s e a r c h  p r o j e c t s ;

e .  p a r t i c i p a t i o n  in  p o l i c y  d e v e lo p m e n t .

16. E n h a n c i n g  o t h e r  f i n a n c i a l  a g e n c i e s '  a b i l i t i e s  a n d  o p p o r t u n i ­
t i e s  to f i n a n c e  b o th  f i s h e r i e s  a n d  a g r i c u l t u r e .  CFAB
is  c u r r e n t l y  f i n a n c i n g  the  c u s to m e r s  o f  the  A g r i c u l t u r e  
R e v o l v i n g  L o a n  f u n d  d u r i n g  a p e r i o d  in  w h i c h  i t  is
o u t  o f  f u n d s ,  e n a b l i n g  f a r m e r s  to p l a n t  c r o p s  a n d  a d v a n c e
p r o j e c t s  in  the  c r i t i c a l  summer  m o n t h s .

We h a v e  a l s o  p r o v i d e d  the  n e c e s s a r y  a d d i t i o n a l  f u n d s  
a n d  c o n t r o l s  o f  c r e d i t  to a l l o w  o t h e r  A l a s k a  b a n k s  to 
s a f e l y  become i n v o l v e d  w i t h  o r  c o n t i n u e  t h e i r  i n v o l v e m e n t  
w i t h  A l a s k  p r o c e s s o r s .

17. A d d i n g  a p o i n t  o f  f i n a n c i a l  p r o f e s s i o n a l  ism to the  A l a s k a  
f i s h i a 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  to w h i c h  f o r e i g n
' n d  " L o w e r  48"  f i n a n c i a l  i n s t i t u t i o n s  c a n  r e l a t e  a n d

on w h i c h  t h e y  c a n  r e l y .

In  the  f o r m u l a t i o n  o f  y o u r  l e t t e r ,  y o u  h a v e  f a i l e d  to r e l a t e  
to s p e c i f i c  k e y  p o i n t s  a b o u t  C F A B 's  o p e r a t i o n .  I t  is  o w n e d  a n d
o p e r a t e d  b y  p r i v a t e  s h a r e h o l d e r s  who  b e a r  the  f u l l  r i s k  o f  i i s  
o p e r a t i o n  a n d  whose  i n v e s t m e n t s  a r e  s u b o r d i n a t e d  to those  o f  
the  S ta te .  I t  is  these  s h a r e h o l d e r s  who ,  b y  l a w ,  h a v e  th e  m a n a g e ­
ment  a n d  c o n t r o l  o f  the  C o o p e r a t i v e .  M o ne y s  e x p e n d e d  b y  the  
C o o p e r a t i v e  in  the  a c h ie v e m e n t  o f  i t s  b u s i n e s s  p u r p o s e s  a r e  no t  
those  o f  the  S t a t e .  U n l i k e  a S ta te  o r  o t h e r  p u b l i c  b o d y ,  C F A B 's  
e x p e n d i t u r e s  do not  r e p r e s e n t  an i r r e v o c a b l e  loss  o f  those  f u n d s  
to the  p e o p le  o f  the  s t a t e .  E xp en se s  a r e  p a i d  b y  the  income of
the  C o o p e r a t i v e  d e r i v e d  f rom i t s  o p e r a t i o n s  w h i c h ,  b y  d e f i n i t i o n  
a n d  f e d e r a l  t a x  l a w ,  a r e  the  p r o p e r t y  of  the  m e m be r  s t o c k h o l d e r s .  
CFAB is  g o v e r n e d  no t  o n l y  b y  the  s p e c i f i c  s t a t u t e  c r e a t i n g  i t ,
b u t  a l s o  the  c o o p e r a t i v e  l a w s  of  the  s t a t e  a n d  the  f e d e r a l  t a x  
la w  s p e c i f i c a l l y  d e a l i n g  w i t h  l e n d i n g  c o o p e r a t i v e s .  CFAB p a y s  
f u l l  f e d e r a l  t a x e s ,  u n l i k e  a S ta te  a g e n c y  o r  d e p a r t m e n t .

We a p p r e c i a t e  t h a t  p e r f o r m a n c e  o f  a n  a u d i t  o f  CFAB has
posed  a d i f f i c u l t  p r o b le m  f o r  y o u .  W h i l e  s o m ew ha t  u n i q u e  to A l a s k a ,
o r g a n i z a t i o n s  s u c h  as  CFAB a r e  w i d e s p r e a d  in  the  l o w e r  s t a t e s .
T he y  a r e  c e r t a i n l y  the  b u s i n e s s  of  the  B a n k  f o r  C o o p e r a t i v e s  
a n d  a r e  am ong  the c l i e n t s  of  o u r  CPA f i r m ,  P r i c e  W a te rh o u s e
f> Co.  In  f a c t ,  P r i c e  W a te rh o u s e  is c o n s i d e r e d  to be  am ong  the
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b e s t  i n  the  p r a c t i c e  o f  c o o p e r a t i v e  a c c o u n t i n g ,  m a n a g e m e n t  a n d
t a x  p r a c t i c e .  I t  l i s t s  am on g  i t s  c l i e n t s  some o f  l a r g e r  c o o p e r a t i v e s
in  the  U n i t e d  S t a t e s .  U s in g  t h e i r  e x p e r i e n c e ,  a n d  w i t h  a n u m b e r
o f  c o m p a r i s o n s  to d r a w  f r o m ,  t h e y  h a v e  a u d i t e d  CFAB a n d  f o u n d  
e v e r y t h i n g  to be in  o r d e r  a n d  w i t h i n  the  c o n t e x t  o f  p r o p e r  o p e r a t i o n .

B e in g  a CPA y o u r s e l f ,  you  a r e  w e l l  a w a r e  o f  the  G e n e r a l l y
A c c e p te d  A u d i t i n g  S t a n d a r d s  im posed  u p o n  m em bers  o f  y o u r  p r o f e s s i o n .  
Among  these  a r e  the  m a t t e r s  o f  r e l e v e n c e ,  m a t e r i a l i t y ,  a n d  c o n t e x t .  
I t  a p p e a r s  t h a t  i t em s  r e p o r t e d  in  y o u r  l e t t e r  h a v e  oeen  t a k e n  
o u t  o f  c o n t e x t  a n d  i n c l u d e d  w i t h o u t  r e v i e w  a n d  f u l l  u n d e r s t a n d i n g
of  the  c i r c u m s t a n c e s  s u r r o u n d i n g  them .  T h e r e  is  no s t a t e d  s t a n d a r d
of  c o m p a r i s o n  used  in  the  d e t e r m i n a t i o n  o f  s i g n i f i c a n c e .

D e v e lo p m e n t  of  y o u r  r e p o r t  on th e  b a s i s  o f  i n a d e q u a t e  u n d e r ­
s t a n d i n g  o f  CFAB, i t s  p u r p o s e s ,  a n d  the  r e q u i r e m e n t s  o f  o p e r a t i o n  
im posed  u p o n  i t  c a u s e s  the  B o a r d  o f  D i r e c t o r s  o f  CFAB t r e m e n d o u s  
c o n c e r n .  P r e s e n t e d  in  the  f a s h i o n  of  y o u r  l e t t e r ,  w i t h o u t  s t a n d a r d s  
of  a c c e p t a b l e  c o m p a r i s o n ,  p r o v i d e s  the  p u b l i c  r e a d e r  no b a s i s  
u po n  w h i c h  to d r a w  j u d g m e n t .  T h i s  m a y  u n j u s t l y  t a r n i s h  the
r e p u t a t i o n  o f  M a n a g e m e n t  a n d  o f  the  mem bers  o f  the  B o a r d ,  as 
w e l l  as d i m i n i s h  the  w i l l i n g n e s s  of  some b o r r o w e r s  to do  b u s i n e s s
w i t h  the  C o o p e r a t i v e .  In  t u r n ,  the  p r i v a t e  s t o c k h o l d e r s  o f  CFAB 
w i l l  be i n j u r e d .

We w i l l  comment on each  o f  the  i t em s  r a i s e d  in  you<~ l e t t e r .

R e c o m m en da t io n  No. 1 is  a good p o i n t  a n d  one p r e v i o u s l y  
r a i s e d  b y  o u r  C P A 's  in the  c o u r s e  o f  c o m p l e t i n g  t h e i r  p r o c e d u r a l
a u d i t .  T h a t  p o i n t  has been  c o r r e c t e d  b o t h  b y  r e q u i r e m e n t  o f  b o r r o w e r - ,
p r o v i d e d  i n s u r a n c e  a n d  b y  CFAB o b t a i n i n g  a b l a n k e t  p o l i c y .

R e c o m m en da t io n  No. 2 r e g a r d s  the  c o m p e n s a t i o n  o f  B o a r d  
m embers  f o r  p e r  d iem  e x p e n s e s .  T h e r e  is  an  a l t e r n a t e  to f i x e d  
p e r  d iem  p r o v i d e d  f o r  in  the  r e g u l a t i o n s  p u r s u a n t  to w h i c h  CFAB 
h a s  e s t a b l i s h e d  i t s  p o l i c i e s  f o r  b o a r d  r e i m b u r s e m e n t .  We h a v e  
a s k e d  o u r  a t t o r n e y s  to r e v i e w  t h a t  s e c t i o n  in  the  case  we h a v e
m i s i n t e r p r e t e d  the  d e t a i l s  o f  a p p l i c a t i o n .  I f  we f i n d  t h a t  we h a v e ,  
we w i l l ,  n a t u r a l l y ,  c o r r e c t  p r o c e d u r e s  in  the  f u t u r e .

In  the  e v a l u a t i o n  of  e x p e n s e s ,  one m us t  r e l a t e  them to the
m is s i o n ,  g o a l s ,  o b j e c t i v e s ,  a n d  the  b u s i n e s s  f r a m e w o r k  in  w h i c h
CFAB o p e r a t e s .  W h i le  CFAB h as  i n i t i a l  i n v e s t m e n t  f u n d s  f rom  the
S ta te ,  i t  r e c e i v e s  no o t h e r  s u p p o r t  a n d  m us t  r e p a y  the  S ta te  w i t h i n
a s p e c i f i e d  p e r i o d  of  t im e .  V ie w e d  as a b e n e f i t  on the  one  s id e ,  
i t  is  a l a r g e  f i n a n c i a l  o b l i g a t i o n  on the  o t h e r .  CFAB m us t  d e v e lo p  
a n  o p e r a t i o n  c a p a b l e  of  a t t r a c t i n g  the  h u n d r e d s  o f  m i l l i o n s  of  
d o l l a r s  f rom  o u t s i d e  l e n d e r s  n e c e s s a r y  to f u l f i l l  i t s  m i s s i o n  a n d
p u r p o s e .  W h i l e  the m is s io n  of p r o v i d i n g  l o a n s  to f i s h i n g  a n d
a g r i c u l t u r e  m a y  a p p e a r  the  same as those  g i v e n  to a S ta te  lo a n
p r o g r a m ,  o r  to A ID A ,  the  r o a d  to t h e i r  acc om p l  i s h m e n t  is  much
more  c o m p le x  g i v e n  the  l a c k  of  S ta te  f u n d i n g  o r  S t a t e  g u a r a n t e e s .
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In  a d d r e s s i n g  the  m i s s i o n  im p o sed  b y  the  L e g i s l a t u r e  a n d  
in  c r e a t i n g  the  o r g a n i z a t i o n  to meet t h a t  m i s s i o n ,  the  B o a r d  o f
D i r e c t o r s  h a s  e s t a b l i s h e d  p o l i c i e s .  p h i l o s o p h i e s ,  a n d  p r o c e d u r e s  
w h i c h  i n s u r e  the  l o n g  te rm  v i a b i l i t y  o f  th e  o r g a n i z a t i o n .  T h i s
same o r g a n i z a t i o n  is  e s t a b l i s h e d  to meet  the  s t a n d a r d s  a n d  the  
e x p e c t a t i o n s  o f  the  n a t i o n a l  a n d  i n t e r n a t i o n a l  f i n a n c i a l  co.a m u n i  t i e s
u p o n  w h i c h  we mus t  r e l y  now a n d  i n t o  the  f u t u r e .  I s h o u l d
be n o ted  t h a t  CFAB now h as  c o r r e s p o n d e n t  r e l a t i o n s h i p s  w i t h
D e n m a r k ,  D a n i s h  b a n k s ,  a n d  N o r w e g ia n  f i n a n c i a l  i n s t i t u t i o n s ,  
a n d  is o p e n i n g  n e g o t i a t i o n s  w i t h  J a p a n e s e  a n d  C a n a d i a n  b a n k s ,
as we l l  as l a r g e  c o m m e r c ia l  b a n k s  in  the  " L o w e r  4 - i . "

To e s t a b l i s h  i t s  s t a n d a r d s  o f  o p e r a t i o n ,  th e  b o a r d  h a s  
c l o s e l y  e x a m i n e d  the  s t a n d a r d s  o f  o t h e r  s i m i l a r  i n s t i t u t i o n s  We 
h a v e  d e t e r m i n e d  t h a t  C F A B 's  s t a n d a r d s  a r e  i n  a l l  cases  w i t h i n  
c o m p a r a b l e  s t a n d a r d s ,  as a r e  i t s  e x p e n s e s .  A l l  e x p e n s e s  a r e
deemed n e c e s s a r y  to C F A B 's  b u s i n e s s  p u r p o s e  a n d  a r e  a c c o r d i n g
to b u d g e t s  e s t a b l i s h e d  in  c o n j u n c t i o n  w i t h  M a n a g e m e n t .

W i th  r e g a r d  to the  i tems s p e c i f i e d  in  y o u r  l e t t e r :

A.  F u r n i t u r e ,  F i x t u r e s  a n d  L e a s e h o ld  I m p r o v e m e n t s

The e x p e n s e s  o f  f u r n i s h i n g  the  e x e c u t i v e  o f f i c e s  o f  the  C o o p e r a ­
t i v e  a r e  in  l i n e  w i t h  s i m i l a r  e x p e n s e s  a t  the  S p o k a n e  B a n k  f o r  
C o o p e r a t i v e s  a n d  o t h e r  f i n a n c i a l  i n s t i t u t i o n s .  N e i t h e r  the  cos t  
n o r  the d e c o r  I s  i n c o n s i s t e n t  w i t h  the  s t a n d a r d s  o f  o t h e r  i n s t i t u t i o n s
in  A n c h o r a g e  o f  c o m p a r a b l e  s i z e .

T he y  a r e  i n t e n d e d  to e s t a b l i s h  the  p r o p e r  d e c o r u m  a n d  to 
r e l a t e  to the  t y p e  o f  v i s i t o r  f r e q u e n t i n g  the  o f f i c e s .  These i n c l u d e  
t r a d e  m is s i o n s ,  a m b a ' - ' . a d o r s ,  p r e s i d e n t s  of  l a r g e  c o r p o r a t i o n s ,  
a n d  e x e c u t i v e s  f rom  am ong  the  i n t e r n a t i o n a l  f i n a n c i a l  c o m m u n i t y .
W h i l e  Steel Case  d e s k s  m a y  w e l l  s e r v e  the  n e c e s s a r y  b u s i n e s s  
e n v i r o n m e n t  of  a p u b l i c  a g e n c y ,  t hey  do no t  s e r v e  the  d e m a n d s  
of  t h i s  C o o p e r a t i v e .  Deco r  of  t h a t  n a t u r e  w o u l d  o n l y  s e r v e  to 
r e i n f o r c e  a " p o o r  c o u n t r y  c o u s i n "  i m a g e . In  c r e a t i n g  the  o f f i c e  
e n v i r o n m e n t ,  CFAB took g r e a t  c a r e  in  i t s  d e s i g n  a n d  d e c o r a t i o n  
to meet the  needs  of  i t s  m a n y  c a t a g o r i e s  o f  u s e r s .  I t  is  d e s i g n e d  
to be a c o m f o r t a b l e  p l a c e  to w o r k  f o r  those  who  s p e n d  the  m a j o r i t y  
of t h e i r  d a y s  h e r e ;  a r e l a x i n g ,  w a r m  p l a c e  to v i s i t  f o r  the  b o r r o w e r  
who  is  n o r m a l l y  i n t i m i d a t e d  b y  b a n k s  a n d  b a n k e r s ;  a n d  a t a s t e f u l ,  
p r o f e s s i o n a l  e n v i r o n m e n t  f o r  the  e x e c u t i v e  b u s i n e s s m a n .

A c a r e f u l  w a t c h  w a s  made  of  e x p e n s e s ,  a n d  a g r e a t  d e a l
w as  a c h i e v e d  b y  the  use o f  h i g h l y  q u a l i f i e d  d e c o r a t o r s  w i t h  e x p e r ­
ience  in  o f f i c e  d e c o r .

The  c o n f e r e n c e  a r e a  you  h a v e  m i s t a k e n l y  i n f e r r e d  to be
r e s t r i c t e d  to e x e c u t i v e  p e r s o n n e l  is  a g e n e r a l  c o n f e r e n c e  a r e  a
d e c o r a t e d  to f i t  the g e n e r a l  o f f i c e  d e c o r  a n d  s e r v e  the  p u r p o s e s  
p r e v i o u s l y  d e s c r i b e d ,  w h i l e  a c c o m m o d a t i n g  the  l a r g e r  m e e t i n g s
r e g u l a r l y  h e l d  a t  the  o f f i c e .
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The  Juneau  a p a r t m e n t  is  w i d e l y  u s ed  b y  the  B o a r d  a n d  s t a f f
o f  the  S a n k .  I t  w a s  o r i g i n a l l y  r e n t e d  d u r i n g  the  f o r m a t i o n  s t a g e s  
o f  the  C o o p e r a t i v e  d u r i n g  w h i c h  t im e  the  B o a r d  a n d  the  s t a f f  
w e re  s p e n d i n g  l a r g e  a m o u n t  o f  t im e  on a c o n t i n u i n g  b a s i s  in  
J u n e a u .  I t  p r o v i d e d  a m e e t i n g  p l a c e  a n d  p r o v e d  cos* b e n e f i c i a l
a g a i n s t  the  use o f  h o t e l s .  R e t e n t i o n  of  the  a p a r t m e n t  h a s  been
r e v i e w e d  p e r i o d i c a l l y  a n d  w i l l  be  a g a i n  in  the  f u t u r e .  H a v i n g  
d e c i d e d  to open  o u r  S o u t h e a s t e r n  o f f i c e  in  K e t c h i k a n ,  b u t  h a v i n g  
need  to c o n d u c t  b u s i n e s s  in  J u n e a u  on a r e g u l a r  b a s i s ,  i t  h a s  
been  d e t e r m i n e d  t h a t  CFAB r e q u i r e s  some fo rm  o f  p e r m a n e n t  l o c a t i o n  
f r o m  w h i c h  to o p e r a t e  a n d  h o l d  m e e t i n g s  w h i l e  i n  t h a t  t o w n .
The  c o m b i n a t i o n  of  a p a r t m e n t  a n d  o f f i c e  sh ow ed  c l e a r l y  to be 
th e  most  e c o n o m ic a l  a l t e r n a t i v e  v e r s u s  r e n t i n g  an  o f f i c e  on a 
p e r  s q u a r e  foo t  b a s i s  a n d  u s i n g  h o t e l s .  The  w a l l p a p e r  i t s e l f
w a s  h u n g  b y  s ta ' ; f  a n d  v a r i o u s  i t ems  o f  s p a r c e  d e c o r a t i o n  h a v e  
been  c o n t r i b u t e d  b ,  the  B o a r d  a n d  the  s t a f f .

B.  A r t w o r k

I t  s h o u l d  be n o te d  t h a t  you  h a v e  l i s t e d  a l l ,  no t  a s m p le ,  
o f  the  a r t w o r k  p u r c h a s e d  b y  CFAB.  The  use o f  the  w o r d  " S a m p le "  
is  e d i t o r i a l l y  m i s l e a d i n g .

The  a r t w o r k  in  the  A n c h o r a g e  o f f i c e  w as  p u r c h a s e d  o r  c o m m is ­
s io n e d  f r o m  lo c a l  a r t i s t s  to f i t  b o th  the  d e c o r  a n d  the  o p e r a t i o n
of  the  o f f i c e .  The  e x p e n s e s  o f  the  w o r k s  a r e  c o n s i s t e n t  w i t h  the  
a r t  a n d  a r e  u n d e r  the  v a l u e  o f  the  p ie c e s  in  the  p r e s e n t  m a r k e t .
The  cos t  o f  the  i n d i v i d u a l  w o r k s  does no t  come c lo s e  to the
cos t  of  the  w o r k s  c o n t a i n e d  in  the  S ta te  c o l l e c t i o n ,  -some of  w h i c h
a d o r n  the  w a l l s  o f  l e g i s l a t i v e  o f f i c e s ,  n o r  in  the  c o l l e c t i o n s  o f  o t h e r  
p r i v a t e  b u s i n e s s e s  in  A l a s k a .  A l l  p ie c e s  in  o u r  o f f i c e s  d e p i c t  
a g r i c u l t u r e  o r  f i s h i n g ,  w i t h  A l a s k a  o v e r t o n e s .

C. A u to m o b i l e s

T r a n s p o r t a t i o n  is  a n e c e s s a r y  p a r t  o f  o u r  b u s i n e s s ,  as
i t  is  w i t h  m o s t .  Not b e i n g  a S ta te  a g e n c y ,  CFAB does no t  h a v e
a ccess  to S ta te  pool  v e h i c l e s ,  n o r  w as  s u c h  access  i n t e n d e d .

I t  w i l l  be  n o te d  t h a t  the  c a r s  p u r c h a s e d  b y  the  C o o p e r a t i v e
a r e  s m a l l ,  economy v e h i c l e s  w h i c h  meet the  d e m a n d s  o f  A l a s k a  
c o n d i  t i o n s .

P r o v i s i o n  of  a u t o m o b i l e s  to m embers  of  the  e x e c u t i v e  s t a f f ,  
b o th  fo r  b u s i n e s s  a n d  p e r s o n a l  use,  is  a n o r m a l  b u s i n e s s  p r a c t i c e
a n d  one n e c e s s a r y  to CFAB i f  i t  is to a t t r a c t  the  p e r s o n n e l  n e e d e d .
You w i l  no te  t h a t  the  c a r  p r o v i d e d  to the  P r e s i d e n t  is  no t  the
h i g h  p r i c e d ,  l u x u r y  v e h i c l e  c u s t o m a r y  to p r e s i d e n t s  of  o t h e r  A n c h o r ­
a ge  f i n a n c i a l  i n s t i t u t i o n s ,  b u t  r a t h e r  a C h e v r o l e t  w i t h  a m o n t h l y
lease  p a y m e n t  f a r  b e lo w  c o m p a r a b l e  c o s t s .  The  a u t o m o b i l e  p r o v i d e d  
fo r  the  use  o f  the  S e n io r  V ice  P r e s i d e n t - A d m i n i s t r a t i o n  is  a l s o
a v a i l a b l e  f o r  g e n e r a l  B a n k  use a n d  is  a s s i g n e d  to h im  in  l i e u
of  o t h e r  c o m p e n s a t i o n .  The g a s o l i n e  p r o v i d e d  to the  S e n io r  V ic e
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P r e s id c n  t - C r e d i  t o n l y  p a r t i a l l y  o f f s e t s  the  l u x u r y  v e h i c l e  p r o v i d e d  
b y  h i s  p r e v i o u s  e m p l o y e r ,  a n o t h e r  A n c h o r a g e  b a n k .

The  d e c i s i o n  to p u r c h a s e  a u t o m o b i l e s  w a s  m a de  a f t e r  c o n s i d e r i n g  
the  l i f e  c y c l e  c o s ts  a n d  d i s c o u n t e d  c a s h  o u t f l o w s  o f  p u r c h a s e d  
v e h i c l e s  o v e r  l o c a l l y  a v a i l a b l e  le ases  o r  r e i m b u r s e m e n t  f o r  p e r s o n a l l y  
p r o v i d e d  a u t o m o b i l e s .

D. S a l a r y  a n d  B e n e f i t s

The  a t t r a c t i o n  a n d  r e t e n t i o n  o f  the  b e s t  p e o p le  is  deemed
to be o f  v i t a l  i m p o r t a n c e  to the  b u s i n e s s  o f  t h e  C o o p e r a t i v e .
I t  is  a h i g h l y  a c c e p t e d  b u s i n e s s  p r i n c i p a l  t h a t  p e o p le  c a p i t a l
is  more  i m p o r t a n t  t h a n  d o l l a r  c a p i t a l .  To a t t r a c t  a n d  r e t a i n  these
p e o p le  r e q u i r e s  t h a t  the  C o o p e r a t i v e  p r o v i d e  c o m p e t i t i v e  s a l a r i e s ,  
b e n e f i t s ,  w o r k i n g  c o n d i t i o n s ,  a n d  o p p o r t u n i t i e s .  I n  e s t a b l i s h i n g
these  b e n e f i t s ,  the  B o a r d  a n n u a l l y  r e v i e w s  th e  m a r k e t ,  b o t h  in  
A l a s k a  a n d  in  the  " L o w e r  4 8 " ,  to d e t e r m i n e  l e v e l s  a n d  t r e n d s .

I t  s h o u l d  be n o te d  t h a t  CFAB p a y s  the  f u l l  c o s t  o f  the  PER5 
c o v e r a g e ,  i n c l u d i n g  an  a l l o c a t i o n  f o r  a d m i n i s t r a t i o n .  No cost  
is  b o r n e  b y  the  S t a t e .  C F A B 's  i n v o l v e m e n t  w i t h  PERS a n d  o t h e r
S ta te  b e n e f i t  p r o g r a m s  w i l l  be d e l e t e d  w i t h  p a s s a g e  o f  c u r r e n t
l e g i s l a t i o n  s u p p o r t e d  b y  the  B o a r d .

The  b o n u s  p r o g r a m  h a s  been w i d e l y  c o v e r e d  a n d  e x p l a i n e d
in  d e t a i l ,  n o t  c r . i y  to the  B u d g e t  a n d  A u d i t  C om m i t tee  o f  the  
L e g i s l a t u r e ,  b u t  a l s o  to a l l  S e n a to r s  a n d  House m e m b e r s .  I t  h as
p r o v e n  to be a n  e f f e c t i v e  tool  r e s u l t i n g  in  r a p i d  . a c c o m p i i s h m e n t  
of  g o a l s  a n d  o b j e c t i v e s .  Bonuses  a r e  p a i d  f o r  p r o d u c t i v i t y ,  no t
f o r  the  mere  o c c u p a t i o n  o f  s p a c e .  In  w i d e l y  r e a d  c o v e r a g e  of
CFAB p a y  a n d  b o n u s  p r o g r a m s ,  the  A n c h o r a g e  T im es  r e p o r t e d
t h a t  C F A B 's  r e m u n e r a t i o n  to e m p lo y e e s ,  i n c l u d i n g  b o n u s e s ,  w as  
no t  ou t  o f  l i n e  w i t h  i n d u s t r y  s t a n d a r d s .

S t a f f  room e x p e n s e s  f o r  c c f fe e ,  tea ,  e t c .  a r e  common f o r
b u s i n e s s  a n d  a common c o u r t e s y  e x t e n d e d  to v i s i t o r s  a n d  s t a f f
o f  most  b u s i n e s s e s  a n d  e v en  some S ta te  o f f i c e s .  The  f i g u r e s  q u o t e d  
i n c l u d e  s t o c k i n g  o f  c u p s ,  p l a t e s ,  a n d  o t h e r  n e c e s s a r y  k i t c h e n  
i te rns .

T i c k e t s  to the  R e p e r t o r y  T h e a t r e  w e re  e r r o n e o u s l y  l i s t e d
u n d e r  b e n e f i t s  a n d  s h o u l d  h a v e  been  p o s te d  to e n t e r t a i n m e n t .  
W h i l e  l i s t e d  u n d e r  one e m p lo y e e  name, t h e y  a r e  u s ed  b y  o t h ? r
m em bers  o f  the  s t a f f  to e n t e r t a i n  c u s to m e r s ,  c o n s u l t a n t s ,  a n d  
o t h e r  v e n d o r s ,  as  w e l l  as s u p p o r t  the  t h e a t r e .  I f  y o u  w i l l  c h e c k  
the  l i s t  o f  d o n o r s  a n d  t i c k e t  h o l d e r s  to the  Rep a n d  o t h e r  p e r f o r m i n g  
a r t s ,  you  w i l l  f i n d  a l a r g e  p o r t i o n  of  p a t r o n a g e  comes f ro m  b u s i ­
n e s se s .

A C h r i s t m a s  p a r t y  is  a l s o  a n o r m a l  e v e n t  i n  the  p r i v a t e  
s e c t o r .  CFAB a l s o  uses  the  o c c a s io n  to t h a n k  p a r t i c u l a r  v e n d o r s ,
c o n s u l t a n t s ,  a n d  s u p p l i e r s ,  as w e l l  as the  sp ou ses  o f  e m p loy e es
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whom we fee l  c o n t r i b u t e  to th e  o r g a n i z a t i o n .  F a c i l i t i e s  a v a i l a b l e  
to a cc o m m o d a te  g r o u p s  o f  a n y  s i 2e a r e  l i m i t e d  in  A n c h o r a g e  a n d  
n e v e r  i n e x p e n s i v e .  The  cos t  o f  these  C h r i s t m a s  p a r t i e s  is p a r t  
o f  th e  o v e r a l l  e m p lo y e e  r e l a t i o n s  p r o g r a m  w h i c h  h a s  p r o v i d e d  
the  C o o p e r a t i v e  w i t h  m e a s u r a b l e  a n d  h i g h  l e v e l s  o f  a c h i e v e m e n t .  
C o m p a r i s o n  w i t h  o t h e r  f i n a n c i a l  i n s t i t u t i o n s  w o u ld  r e v e a l  t h a t
n e i t h e r  the  f u n c t i o n  n o r  the p e r  p e r s o n  cos t  i s  o u t  o f  l i n e .

In  the  l a s t  p a r a g r a p h  o f  t h i s  s e c t i o n ,  y o u  h a v e  l i s t e d  o t h e r  
s t a f f  b e n e f i t s  o f  $6 ,076  a n d  o t h e r  p e r s o n n e l  e x p e n s e s  o f  $ i j , 8 1 0 .
In  th e  f o r m e r  f i g u r e ,  you  h a v e  d o u b l e  c o u n t e d  an  a c c r u a l  of
$4,551 f o r  the  p r e v i o u s l y  l i s t e d  C h r i s t m a s  d i n n e r  a n d  $345 f o r  
t i c k e t s  to the  R e p e r t o r y  T h e a t r e ,  a l s o  p r e v i o u s l y  m e n t i o n e d .  
Of the  l a t t e r ,  the  m a j o r i t y  does no t  r e p r e s e n t  d i n n e r s  w i t h  i n t e r ­
v i e w e e s  a n d  s t a f f ,  b u t  r a t h e r  the  e x p e n s e s  o f  b r i n g i n g  p e o p le  
to A n c h o r a g e  f o r  i n t e r v i e w s ;  i n c l u d i n g  h o t e l ,  m e a ls ,  c a r  r e n t a l s ,
e t c .  N a t u r a l l y ,  some o f  the  names a p p e a r i n g  in  those  p o s t i n g s  
w i l l  now a p p e a r  a s  e m p lo y e e s .  A l s o  i n c l u d e d  a r e  a few d i n n e r s  
i n c l u d i n g  e m p lo ye e s  a n d  p r i m a r i l y  i n v o l v e  o u r  b r a n c h  s t a f f s  w h i m  
in  A n c h o r a g e  f o r  l o a n  p r e s e n t a t i o n s ,  t r a i n i n g ,  e t c .  I f  y o u  w o u l d
h a v e  th e  o p p o r t u n i t y  to e x a m i n e  the  e x p e n s e s  o f  o t h e r  b u s i n e s s e s ,  
you  w o u l d  f i n d  t h a t  i t  is  common to c a r r y  on b u s i n e s s  o v e r  l u n c h  
i f  i t  i n v o l v e s  s o m e t h i n g  b e t t e r  d i s c u s s e d  a w a y  f r o m  the  o f f i c e
o r  the  p r e s s  of  the  d a y ' s  s c h e d u l e  a l l o w s  o n l y  t h a t  t im e .

E.  Rent

Here ,  too, y o u  h a v e  f a i l e d  c o m p l e t e l y  to d r a w  c o m p a r i s o n s  
o r  to c o n s i d e r  the  f u l l  c o s ts  of  an  o f f i c e .  In  c o m m e n t in g  u p o n
the  cos t  o f  the  o f f i c e  s p a c e  ( a l s o  m e n t i o n e d  in  o u r  a n n u a l  r e p o r t )
you  h a v e  no t  m e n t i o n e d  the  cos t  o f  c o m p a r a b l e  s p a c e  in  A n c h o r a g e  
o r  w i t h i n  the  same b u i l d i n g .  In  m a k i n g  t h a t  c o m p a r i s o n ,  one
m us t  a l s o  c o n s i d e r  a n u m b e r  o f  f a c t o r s .  F i r s t  is  the  cos t  o f  m a k i n g  
n e c e s s a r y  te n a n t  im p r o v e m e n t s  such  as  w a l l s  a n d  w i r i n g .  Second 
a r e  the  i n d u c e m e n t s  o f f e r e d  b y  the  l a n d l o r d  to o b t a i n  the  l e a s e .  
T h i r d  i s  the  e x t r a  cos t  of  o c c u p a n c y  su c h  as e s c a l a t o r  c l a u s e s ,  
u t i l i t i e s ,  a n d  s e r v i c e s .  A n d  o f  e q u a l  im p o r t a n c e  is  the  a v a i l a b i l i t y
o f  e x p a n s i o n  s p a c e  d u r i n g  the  c o u r s e  o f  th e  le a s e .

A f t e r  l o o k i n g  a t  a n u m b e r  o f  b u i l d i n g s  in  A n c h o r a g e  a n d
r e c e i v i n g  b i d s  f rom  s e v e r a l ,  th e  a c t u a l  cos t  o f  o u r  p r e s e n t  l o c a t i o n  
w a s  no t  o n l y  c h e a p e r  t h a n  the  a l t e r n a t i v e s ,  b u t  a l s o  o f f e r e d
m a n y  s i d e  b e n e f i t s ,  s u c h  as c e n t r a l  l o c a t i o n  to s t a f f ;  a d e q u a t e ,  
f r e e  p a r k i n g  f o r  s t a f f  a n d  m e m b e rs ;  c lo se  p r o x i m i t y  to o u r  CPAs,  
a t t o r n e y s ,  a n d  i n s u r a n c e  b r o k e r s  who  a r e  c o n t a c t e d  on a f r e q u e n t  
b a s i s ;  a n d  ease  o f  f i n d i n g  the  s t a t i o n  f o r  o u r  m em bers  a n d  o t h e r
v i s i t o r s .  Even  some S ta te  a g e n c i e s ,  s u c h  as  F i s h  a n d  Game, p a y  
m uch  h i g h e r  r e n t .  The  f o r e c a s t e d  cos t  of  a S ta te  o f f i c e  b u i l d i n g
is  c o n s i d e r a b l y  h i g h e r  t h a n  the  f i g u r e  q u o t e c .  One s h o u l d  c a u t i o n  
t h a t  the  d i s c l o s u r e  of  t h i s  r e n t  f i g u r e  is a v i o l a t i o n  o f  o u r  a g r e e m e n t  
w i t h  the  l a n d l o r d ,  as r e n t s  in  the  b u i l d i n g  a r e  no t  the  same
f o r  a l l  t e n a n t s .

• V  _
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In d e s c r i b i n g  th e  q u a r t e r s  a n d  a p p o i n t m e n t s ,  p a r t i c u l a r l y  
in  o u r  k i t c h e n e t t e s ,  yo u  h a v e  f o r g o t t e n  to a s k  q u e s t i o n s  t h a t
w o u ld  h a v e  p u t  m a n y  p o i n t s  i n t o  p e r s p e c t i v e .  F o r  e x a m p le ,  we 
h a v e  d o u b l e d  the  o f f i c e  s p a c e  s in c e  o p e n i n g  a n d ,  i n  so d o i n g ,
took o v e r  the  o f f i c e  s p a c e  p r e v i o u s l y  o c c u p i e d  n e x t  to u s .  T h a t
t e n a n t  h a d  a k i t c h e n e t t e  a l s o ,  w h i c h  we h a v e  c o n v e r t e d  i n t o  a 
much  needed  second  c o n f e r e n c e  a r e a .  The  cos t  to re m ov e  the  p r e v i o u s l y  
i n s t a l l e d  a p p l i a n c e s  e x c e e d e d  the  cos t  of  r e t a i n i n g  them .  Due
to the  c o s t  b e n e f i t  a n d  the  c o n v e n ie n c e  o f  the  f a c i l i t y  to the
s t a f f  a n d  c l i e n t s  on t h a t  s i d e  o f  the  b u i l d i n g ,  t h e y  w e re  le f t .
A d d i t i o n a l l y ,  the  t a b l e  in  t h a t  c o n f e re n c e  room is  n o t  n a t u r a l  
o a k ,  b u t  r a t h e r  f o r m i c a  i n  an  o a k  p a t t e r n ,  as a r e  a l l  o f  the
d e s ks  in  the  a r e a .

I f  y o u  h a d  s u r v e y e d  the  b u i l d i n g ,  y o u  w o u ld  h a v e  f o u n d  
the  k i t c h e n e t t e s  to be common in  the  b u i l d i n g  a n d  e q u i p p e d  s i m i l a r l y  
to o u r s .  As c a n  be seen f r o m  the  one t a k e n  o v e r  a n d  now used
as a c o n f e r e n c e  room, m a n y  a r e  l a r g e r  t h a n  the  one  m i s t a k e n l y  
l i s t e d  as the  e x e c u t i v e  k i t c h e n .  F u r t h e r m o r e ,  i f  yo u  h a d  o b s e r v e d  
o t h e r  f l o o r s  o f  the  b u i l d i n g  d u r i n g  the  l a s t  t h r e e  a n d  one h a l f  
m o n th s ,  i t  w o u ld  h a v e  been  n o t i c e d ,  even  c a s u a l l y ,  t h a t  o a k
is  the  s t a n d a r d  m a t e r i a l  u sed  in  a l l  t r i m ,  e l e v a t o r s ,  c a b i n e t r y ,
a n d  o t h e r  wood s u r f a c e s  in  th e  b u i l d i n g .  I t  is  a s t a n d a r d  e s t a b l i s h e d  
a r c h i  t e c t u a  11 y .

The  k i t c h e n e t t e  is  u s ed  o f te n  for p r e p a r a t i o n  o f  l u n c h e s  
f o r  l u n c h e o n  m e e t i n g s ,  s a v i n g  not  o n l y  the  e x p e n s e  o f  e a t i n g  
o u t ,  b u t  a l s o  t im e  d u r i n g  b u s y  d a y s .

F .  D i r e c t o r s  Fees

D i r e c t o r s  fees a r e ,  b y  l a w ,  l e f t  to t h e  d i s c r e t i o n  o f  the  
B o a r d  of  D i r e c t o r s .  C F A B 's  B o a r d  c o m p a r e d  c o m p e n s a t i o n  p a i d  
f o r  o t h e r  p r i v a t e  b o a r d s  a n d  even  some S ta te  b o a r d s ,  s u c h  as
the  P e r m a n e n t  F u n d .  A ls o ,  in  the  c o n s i d e r a t i o n  was th e  a m o u n t  
o f  t im e  n e c e s s a r y  to c o m p le te  the  B o a r d  f u n c t i o n  ( t w o  d a y s  each
m o n th  f o r  r e g u l a r  m e e t i n g s )  a n d  the  los t  t r a v e l  t im e  o f  one  d a y
each  w a y  f o r  the  m a j o r i t y  o f  m e m be rs .  You s h o u l d  h a v e  a l s o  f o u n d  
t h a t  the  B o a r d  sp e n d s  c o n s i d e r a b l e  t im e  o u t s i d e  the  r e g u l a r  b o a r d  
m e e t i n g s  on b e h a l f  o f  the  C o o p e r a t i v e .  Ra tes  f o r  t h i s  t im e  w e re  
c o m p a r e d  f o c o n s u l t a n t  t im e  r a t e s  a n d  the  d a i l y  m e e t i n g  r a t e .  
C lo s e r  q u e s t i o n i n g  w o u ld  h a v e  r e v e a l e d  t h a t  i n d i v i d u a l  B o a r d  
members  b i l l  o n l y  a f r a c t i o n  o f  the t ime th e y  s p e n d .

You h a v e  l i s t e d  as s i g n i f i c a n t  the  f a c t  t h a t  one  member  
r e c e i v e d  $12 ,438 in  c o n s u l t i n g  a n d  o r g a n i z a t i o n  fees d u r i n g  an  
18 m on th  p e r i o d .  You a r e  r e f e r r i n g  to the  p r e v i o u s  C h a i r m a n
of  the B o a r d .  D u r i n g  the  e a r l y  o r g a n i z a t i o n  p e r i o d  of  the  C o o p e r a t i v e ,  
the  B a n k  h a d  l i m i t e d  s t a f f  a n d  those i t  d i d  h a v e  w e re  u n f a m i l i a r  
w i t h  much  o f  the  w o r k i n g s  of  the  A l a s k a  b u s i n e s s  s y s t e m .  T h i s  
i n d i v i d u a l ,  a t  the  r e q u e s t  of  he B o a r d ,  d e v o t e d  c o u n t l e s s  h o u r s  
to the  o r g a n i z a t i o n a l  e f f o r t s  a n d  b r o u g h t  to the  t a s k  k n o w l e d g e
a n d  e x p e r i e n c e  not  e l s e w h e r e  a v a i l a b l e  in  the  o r g a n i z a t i o n .  H is  
•’e g u l a r  b u s i n e s s  is  t h a t  of  a c o n s u l t a n t ,  t o g e t h e r  w i t h  o t h e r

-29-



June  12, 1931 
P age  11

■ »

p a r t n e r s ,  a n d  h i s  in com e  d e p e n d e n t  u po n  h o u r l y  b i l l i n g s .  He 
c o u l d  no t  a f f o r d  to d e v o t e  t h e  t im e  r e q u i r e d  w i t h o u t  p r o p e r  b i l l i n g  
n o r  w o u l d  h i s  b u s i n e s s  p a r t n e r s  h a v e  a l l o w e d  i t .  T he  t im e  b i l l e d  
was  s u b s t a n t i a l l y  b e l o w  t h a t  a p p l i e d  a n d  the  r a t e s  b e lo w  those  c h a r g e d  
b y  o t h e r  c o n s u l t a n t s  a n d  p r o f e s s i o n a l s  e m p lo y e d  b y  the  o r g a n i z a t i o n .

G. T r a v e l ,  L o d g i n g  a n d  M e a ls

F o r e i g n  t r a v e l  i s  a n e c e s s a r y  p a r t  o f  C F A B 's  b u s i n e s s .  
We d e a l  w i t h  i n t e r n a t i o n a l l y  t r a d e d  c o m m o d i t i e s ,  b o t h  in  f i s h e r i e s  
a n d  a g r i c u l t u r e .  L i k e w i s e ,  o u r  m em bers  h a v e  i n t e r n a t i o n a l l y  r e l a t e d  
f i n a n c i a l  t r a n s a c t i o n s .  M a r k e t s  a n d  p r a c t i c e s  in  o t h e r  p a r t s  of
the  w o r l d  h a v e  d i r e c t  im p a c t  u p o n  the  f i n a n c i a l  w e l l  b e i n g  of
o u r  s t o c k h o l d e r s .

CFAB h a s  c o r r e s p o n d e n t  r e l a t i o n s h i p s  in  S c a n d a n a v i a ,  h a s  
p u r c h a s e d  e q u i p m e n t  to a i d  A l a s k a ' s  f a r m i n g  c o m m u n i t y  f r o m  
D e n m a r k ,  a n d  i s  b e g i n n i n g  n e g o t i a t i o n s  w i t h  o t h e r  f o r e i g n  b a n k s .  
These  r e l a t i o n s h i p s  a r e  u sed  no t  o n l y  to p r o v i d e  n e c e s s a r y  c r e d i t  
i n f o r m a t i o n  on r e c e i v a b l e s  f i n a n c e d ,  b u t  a r e  e x p e c t e d  to r e s u l t
in  l i n e s  o f  c r e d i t  e n h a n c i n g  o u r  l e n d i n g  a b i l i t i e s .  P r o v i s i o n  of  
k n o w l e d g e a b l e  a n d  c o m p le t e  l e n d i n g  s e r v i c e s  to A l a s k a n  f i s h e r m e n  
a n d  f a r m e r s  c a n n o t  be a c c o m p l i s h e d  w i t h o u t  d e v e lo p m e n t  o f  a 
w i d e  r a n g e  o f  i n t e r n a t i o n a l  c o n t a c t s .

You w i l l  f i n d  t h a t  o t h e r s  on the  t r i p s  l i s t e d  i n c l u d e d  r e p r e s e n ­
t a t i v e s  o f  S t a t e  g o v e r n m e n t  a n d  p r i v a t e  e n t e r p r i s e .  You s h o u ld  
a l s o  n o te  t h a t  the  a g r i c u l t u r e  t r i p  to D e n m a rk  w a s  a t  D e n m a r k ' s  
i n v i t a t i o n  a n d  most  w e re  e x p e n s e s  f o r  t h e i r  a c c o u n t .  F u r t h e r
e x a m i n a t i o n  o f  o t h e r  p r i v a t e  a n d  g o v e r n m e n t  d e p a r t m e n t s  w i l l  
r e v e a l  a w i d e  r a n g e  o f  f o r e i g n  t r a v e l .  The  s i g n i f i c a n c e  o f  i n t e r ­
n a t i o n a l  m a r k e t s  to A l a s k a  is  e v i d e n c e d ,  in  p o r t ,  b y  the  f a c t  
t h a t  the  S t a t e  i t s e l f  ke e p s  two f u l l y  s t a f f e d  o f f i c e s  o v e r s e a s ,  
a n d  is  c o n s i d c - i n g  a t h i r d .

I t  is  the  p o l i c y  o f  th e  C o o p e r a t i v e  to a l l o w  t r a v e l  e x p e n s e s  
f o r  s pouses  i f  the  f u n c t i o n s  a t t e n d e d  n o r m a l l y  i n c l u d e  spouses  
as a p a r t  o f  th e  a c t i v i t i e s .  You w i l l  f i n d  t h i s  to be  a s i m i l a r  
p r a c t i c e  am on g  most  A n c h o r a g e  b a n k s ,  o t h e r  b u s i n e s s e s ,  a n d  the  
B a n k  f o r  C o o p e r a t i v e s .

You h a v e  m i s t a k e n l y  l i s t e d  a m i n o r  a m o u n t  of  $376 as an  
e x p e n s e  of  a f o r m e r  t r i p .  I t  i s  a p r e p a y m e n t  o f  the  M u n i c h  
I n t e r n a t i o n a l  F i s h e r i e s  C o n fe r e n c e  to be  h e l d  t h i s  O c to b e r .  T h a t  
c o n f e r e n c e  w i l l  be a t t e n d e d  b y  v a r i o u s  o f  o u r  p r o c e s s i n g  m em bers ,  
as w e l l  as the  A l a s k a  Seafood  M a r k e t i r g  I n s t i t u t e .  You m i g h t  
a l s o  be i n t e r e s t e d  to k n o w  t h a t  the  A l a s k a n s  a t t e n d i n g  the  p r e v i o u s  
c o n f e r e n c e  w e re  h i g h l y  a p p r e c i a t i v e  o f  o u r  a t t e n d a n c e  a n d  r e m a r k e d  
t h a t  CFAB w as  the  f i r s t  A l a s k a  f i n a n c i a l  i n s t i t u t i o n  to show s u f ­
f i c i e n t  i n t e r e s t  in  b e c o m in g  f u l l y  i n v o l v e d  in  l e a r n i n g  the  i n d u s t r y .

The S e n io r  V ice  P r e s i d e n t - A d m i n i s t r a t  ion  m a de  o n l y  one t r i p  
to L n g l a n d .  He was  a c c o m p a n ie d  b y  the  V ic e  P r e s i d e n t  o f  B r a n c h
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A d m i n i s t r a t i o n  w h o  is  a l s o  a vesse l  s u r v e y o r .  T h e y  w e re  in  L o n d o n  
to v i s i t  the  v a r i o u s  d e p a r t m e n t s  o f  L l o y d s  o f  L o n d o n ,  w h i c h  is  
the  m a j o r  i n s u r e r  o f  v e s s e l s  in  A l a s k a .  In  a d d i t i o n  to l e a r n i n g  
a b o u t  the  i n t r i c a c i e s  o f  vesse l  i n s u r a n c e ,  t h e y  a l s o  i n v e s t i g a t e d  
p o s s i b l e  c r i t e r i a  f o r  c e r t i f y i n g  vesse l  s u r v e y o r s ,  as  w e l l  as w a y s
in  w h i c h  the  r i s k  o f  A l a s k a  f i s h e r i e s  as p e r c e i v e d  b y  L l o y d s
m i g h t  be d i m i n i s h e d .  T h i s  w o u ld  r e s u l t  in  s u b s t a n t i a l  s a v i n g s
to o u r  f i s h e r i e s  m e m b e rs .  Competence  in  b o th  i n s u r a n c e  a n d  vesse l
v a l u a t i o n  is  a v i t a l  p a r t  o f  o u r  b u s i n e s s .

Di n n e r s

In  l i s t i n g  68 d i n n e r s  o v e r  $100, y o u  h a v e  not  c o n s i d e r e d
th e  n u m b e r  o f  p e o p le  i n v o l v e d ,  the  p u r p o s e s  o f  the  d i n n e r s ,  o r
the  r e l a t i o n s h i p  o f  those  e n t e r t a i n e d  to the  b u s i n e s s .  You a l s o  
seem to m is s  the  p r i c e s  c h a r g e d  b y  the  a v e r a g e  d i n n e r  house  
in  A n c h o r a g e  t h a t  i s  c o n d u c i v e  to a b u s i n e s s  d i s c u s s i o n .  In  f a c t ,  
i t  is  one o f  the  i t em s  t h a t  r a n k s  among th e  more  s u b s t a n t i a l
cos t  o f  l i v i n g  d i f f e r e n c e s  b e tw e e n  A n c h o r a g e  a n d  e l s e w h e r e .

A l l  d i n n e r s  you  h a v e  l i s t e d  w e re  in  the  n o r m a l  c o u r s e  of  
b u s i n e s s  a n d  i n v o l v e d  a d e f i n e d  b u s i n e s s  p u r p o s e .  Most  o f  the  
ten  d i n n e r s  you  h a v e  l i s t e d  s h o u ld  be s e l f  e x p l a n a t o r y  g i v e n  
the  p e o p le  a t t e n d i n g .  W i t h o u t  more  d e t a i l e d  r e f e r e n c e  to d a t e s ,
i t  is  i m p o s s i b l e  to d e s c r i b e  e ac h  one .  H ow eve r ,  s i n c e  su c h  d i n n e r s
a r e  no t  t h a t  common a n  o c c u r r e n c e ,  I c a n  c l a r i f y  s p e c i f i c  o c c a s io n s  
to h e l p  you  f u r t h e r  u n d e r s t a n d  o u r  b u s i n e s s .  I w i l l  r e f e r  to them 
b y  the n u m b e r  you  h a v e  a s c r i b e d .

1. T h i s  w as  a d i n n e r  t h a t  i n v o l v e d  the  V ice  P r e s i d e n t -
B r n n c h  A d m i n i s t r a t i o n  who h a d  been o f f e r e d  the jo b  
in  A n c h o r a g e ,  b u t  h a d  not  ye t  a c c e p t e d .  He w a s  in  
A n c h o r a g e  to look  o v e r  the  a r e a  w i t h  h i s  spouse  a n d  
look  f o r  a v a i l a b l e  h o u s i n g .  R a is e d  in  C o r d o v a ,  b o th  
he a n d  h i s  w i f e  w e re  u n s u r e  of  the  move a n d  w a n t e d  
to become more  c o m f o r t a b l e  w i t h  the  b u s i n e s s  c l i m a t e  
o f  the  A n c h o r a g e  o f f i c e .  The  d i n n e r  w as  to a l l o w  h i s
spouse  to become a c q u a i n t e d  w i t h  o t h e r  spouses  a n d
g a i n  a s s u r a n c e s  o f  h e l p  a n d  a v a i l a b i l i t y  of  n e c e s s a r y  
f a m i l y  s e r v i c e s .  I t  is  common f o r  b u s i n e s s e s  to h a v e  
su c h  d i n n e r s .  T h e y  a r e  a s e l l i n g  f u n c t i o n  n e c e s s a r y
to h a v e  the  r i g h t  p e o p le  in  the  r i g h t  p o s i t i o n s .

6 .  T h i s  b i l l  a l s o  i n c l u d e d  c o c k t a i l s  a n d  d e s s e r t  f o r  an  
a s s o r t m e n t  o f  l e g i s l a t o r s ,  UFA r e p r e s e n t a t i v e s ,  a n d  
CFAB c o n s u l t a n t s .

8 .  These d i n n e r s  a l s o  i n c l u d e d  o t h e r  m em bers  of  the  s t a f f
a n d  p o s s i b l y  t h e i r  sp o u s e s .  They  v.ere h e l d  in  c o n j u n c ­
t i o n  w i t h  the  n o r m a l  b o a r d  m e e t i n g s .  I t  h a s  been the
p r a c t i c e  of  the  B o a r d  to c o n t i n u e  b u s i n e s s  t h r o u g h  the  
d i n n e r  h o u r s  a n d  to use  t h i s  t ime to o b t a i n  more g e n e r a l  
a n d  i n f o r m a l  i n f o r m a t i o n  a b o u t  the  o p e r a t i o n .  T he y

^  o f t e n  i n v i t e  s t a f f  m embers  a n d  t h e i r  w i v e s  to l e a r n
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a b o u t  p a r t i c u l a r  j o b s  w i t h i n  th e  C o o p e r a t i v e  a n d  to 
g i v e  the  s t a f f  m embers  w i d e r  e x p o s u r e  to the  b u s i n e s s .

10. T h i s  d i n n e r  i n c l u d e d  the  S e n io r  V ic e  P r e s i d e n t - A d m i n i s l r a -  
t i o n  a n d  the  p r o s p e c t i v e  S e n io r  V i c e  P r e s i d e n t - C r e d i  t 
a n d  t h e i r  w i v e s .  The o c c a s io n  g a v e  these  two  p e o p le ,  
who a r e  k e y  o f f i c e r s  o f  the  C o o p e r a t i v e  a n d  who  m us t  
i n t e r f a c e  d i r e c t l y  on a lm o s t  e v e r y  m a t t e r ,  a c h ^  
to become b e t t e r  a c q u a i n t e d  a n d  fo rm  th e  g r o u n d s  f o r
n eeded  c o m m u n i c a t i o n .  A g a i n ,  t h i s  is  a n e c e s s a r y  p a r t  
o f  a b u s i n e s s  o p e r a t i o n  a n d  n o r m a l  to p r i v a t e  b u s i n e s s .

M embers  of  the  B o a r d  a n d  the  E x e c u t i v e  s t a f f  a r e  p r o f e s s i o n a l s  
i n  u p p e r  income b r a c k e t s  a n d  e d u c a t i o n a l  b a c k g r o u n d s .  The  le v e l  
of  e n t e r t a i n m e n t  done is c o n s i s t e n t  w i t h  i n d u s t r y  s t a n d a r d s .

You h a v e  f u r t h e r  l i s t e d  f o u r  o c c a s io n s  o f  o t h e r  s t a f f  d i n n e r s .
We f a i l  to u n d e r s t a n d  t h e i r  i n c l u s i o n .  Of the  f i r s t ,  y o u  m e n t i o n
s e v e r a l  l u n c h e s  t o t a l i n g  $137.  I t  is  d i f f i c u l t  to d r a w  a n y  c o n c l u s i o n s  
f r o m  t h a t  s ta t e m e n t  s i n c e  th e  c o n t e x t ,  pu rpose . ,  a n d  a p p l i c a b i l i t y  
e le m e n ts  a r e  m i s s i n g  f rom  y o u r  s t a t e m e n t .

The  d i n n e r s  l i s t e d  fo r  the  s t a f f  in S e a t t l e  w e re  most  l i k e l y  
f o r  o u r  p a r t i c i p a t i o n  in  th e  F i s h  E x p o s i t i o n  in  S e a t t l e  d u r i n g  
w h i c h  we h a d  s e v e r a l  e m p loy e es  in  S e a t t l e  to m an  o u r  b o o t h .  
The  d i n n e r s  a n d  t h e i r  p r i c e s  a r e  n o r m a l .

The  l u n c h  c o s t i n g  $172 w as  a g o i n g  a w a y  lu n c h e o n  f o r  one
of  the  s t a f f  a n d  q u i t e  i n s i g n i f i c a n t  when  c o m p a r e d  to the  c o n t r i b u t i o n  
to the  C o o p e r a t i v e  of  the d e p a r t  .g m em ber .

The  i t ems  i n c l u d e d  in  the  $1,331 l i s t e d  as " B a n q u e t s "  i n c l u d e  
the  a n n u a l  m e e t i n g  of  s h a r e h o l d e r s ,  a b o a r d  m e e t i n g ,  the  A g r i c u l t u r e  
S ym p os ium ,  a n d  a t r a d e  d e l e g a t i o n .

M i s c e l l a n e o u s  e x p e n s e s  l i s t e d  a r e  f o r  s t o c k i n g  o f  the  o f f i c e
f a c i l i t i e s  in  most  c a s e s .  T u x e d o  r e n t a l  w as  f o r  a n  a f f a i r  r e q u i r i n g  

a t t e n d a n c e  o f  the  e m p loye e  a n d  f o r m a l  w e a r .

The  use o f  the A l a s k a  A i r l i n e  B o a r d  room is  a l s o  a n e c e s s a r y
p a r t  o f  the  b u s i n e s s  a n d  is  used  f o r  m e e t i n g s  a t  the  a i r p o r t
w i t h  c l i e n t s  a n d  o t h e r s  p a s s i n g  t h r o u g h .  I t  p r o v i d e s  p r i v a t e
a c c o m m o d a t io n s  f o r  such  m e e t i n g s  a t  i n s i g n i f i c a n t  a n n u a l  c c s t .

H. P r o m o t i o n a l  Costs

O p e n in g  p a r t i e s  a r e  a n o r m a l  p a r t  o f  b u s i n e s s  a n d  p r o v i d e
a s i g n i f i c a n t  show o f  i n t e r e s t  i n  b o t h  the  c o m m u n i t y  a n d  the  
mem bers  of  the  m a r k e t s  s e r v e d .  The  o p e n i n g  A n c h o r a g e  p a r t y
w as  a t t e n d e d  b y  c lose  to 100 p e o p le ,  no t  a l l  o f  whom h a d  d i n n e r .
Bo th  the  cost  of  the  a f f a i r  a n d  the  a t t e n d a n c e  w as  r e a s o n a b l e
b y  A n c h o r a g e  b u s i n e s s  s t a n d a r d s .  R e fe rence  s h o u l d  be m a de  to 
the  re c e n t  o p e n i n g  of  the  A n c h o r a g e  o f f i c e  o f  A l a s k a  P a c i f i c  B a n k ,  
as w e l l  as s e v e r a l  p r o f e s s i o n a l  f i r m s  e n t e r i n g  the  A n c h o r a g e  m a r k e t .  
T h a t  c o m p a r i s o n  w i l l  show the  cost  of  C F A B 's  o p e n i n g  d i n n e r  
to be  n o r m a l  a n d  the a f f a i r s  to be e q u a l l y  f r e q u e n t  am on g  those
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c o m p a n i e s .

S i m i l a r  r e c e p t i o n s  w e r e  deemed e s s e n t i a l  to e ac h  b r a n c h  
o f f i c e  l o a c t i o n  l i s t e d  a n d  w e re  s t r u c t u r e d  to f i t  the  n o rm  f o r  
s u ch  a f f a i r s  i n  e a c h  a r e a .  I t  i s  d i f f i c u l t  to e n v i s i o n  a n  o p e n i n g
r e c e p t i o n  in  a n  a r e a  to i n t r o d u c e  a new c o m p a n y  a n d  new s e r v i c e s  
w i t h o u t  r e p r e s e n t a t i v e s  o f  th e  c o m p a n y  p r e s e n t .  I t  w o u l d  be  p a r t i ­
c u l a r l y  i n s u l t i n g  to CFAB mem bers  a n d  p o t e n t i a l  members f o r
the  mem bers  o f  the  B o a r d  a n d  s e n i o r  o f f i c e r s  n o t  to be p r e s e n t .
A d d i t i o n a l l y ,  the  o c c a s i o n s  p r o v i d e  o p p o r t u n i t y  to th e  B o a r d  
a n d  M a n a g e m e n t  to become q u i c k l y  f a m i l i a r  w i t h  th e  p e o p le  in
the  c o m m u n i t i e s  t h e y  w i l l  be  s e r v i n g .  Use o f  c h a r t e r  a i r c r a f t
when  t r a n s p o r t i n g  a l a r g e r  n u m b e r  o f  p e o p le  o f f e r s  a l a r g e  cos t  
b e n e f i  t .

As a p r i v a t e  c o m p a n y  w i t h  l e g i s l a t i v e  n ee d s ,  good g o v e r n m e n t a l  
r e l a t i o n s  is  a n o r m a l  a n d  n e c e s s a r y  f u n c t i o n .  The  l e g i s l a t i v e  
r e c e p t i o n ,  w h i c h  w a s  w e l l  a t t e n d e d ,  p r o v i d e d  th e  s t a f f  a n d  the
B o a r d  t h e  o p p o r t u n i t y  to d i s c u s s  C F A B 's  n ee ds  a n d  o p e r a t i o n  
w i t h  l e g i s l a t o r s  who  w o u l d  be  u n a v a i l a b l e  in  anoth*. .• f o r m .  Such
r e c e p t i o n s  a n d  d i n n e r s  a r e  a l s o  n o r m a l  to the  l e g i s l a t i v e  p ro c e s s  
a n d  J u n e a u  e x p e r i e n c e s  them on  a r e g u l a r  b a s i s .

G o r te x  j a c k e t s  w e re  g i v e n  to the  s t a f f  as  b o t h  a t r a v e l i n g  
u n i f o r m  p r o v i d i n g  q u i c k  a n d  e a s y  i d e n t i f i c a t i o n  a n d  as a f u n c t i o n a l  
g a r m e n t  f o r  t h e  c o n d i t i o n s  in  w h i c h  the y  t r a v e l .  P r o v i s i o n  of  
g a r m e n t s  i s  n o t  a t  a l l  uncommon in  the f i s h i n g  i n d u s t r y .  The
p r i c e  you  h a v e  q u o te d  i n c l u d e d  1000 p a t c h e s  c o s t i n g  $1 ,200  to
be used  nn  h a t s  a n d  o t h e r  p r o m o t i o n s .  Y o u r  a t t e n t i o n  i s  d r a w n  
to a f e a t u r e  s t o r y  in  a r e c e n t  e d i t i o n  o f  the  F i s h e r m e n s  J o u r n a l  
s p e c i f y i n g  the  im p o r t a n c e  oi these  h a t s  a n d  lo gos  w i t h i n  the  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 ,  b o t h  in  A l a s k a  a n d  the  " L o w e r  4 8 . "

T i d e  b o o k s  a r e  an  e s s e n t i a l  i tem to a l l  f i s h e r m e n  a n d  a r e
used  b y  a l l  o u r  mem bers  a n d  p o t e n t i a l  m ember  s t o c k h o l d e r s .  C o n s t a n t l y  
r e f e r r e d  to b y  the  f i s h e r m e n ,  th e y  a r e  an  e x t r e m e l y  e f f e c t i v e  
m e d ia  t h r o u g h  w h i c h  to p r o v i d e  f a c t s  a b o u t  CFAB a n d  i t s  a v a i l a b l e  
s e r v i c e s .

T h e  c o o k b o o k s  a r e  a p a r t  o f  a v i s u a l  p r o g r a m  on the  use  
o f  the  m i c r o w a v e  in  c o o k i n g  f i s h .  I t  is  p a r t  o f  a n a t i o n a l  p r o m o ­
t i o n a l  c a m p a i g n  p r o d u c e d  b y  the  N a t i o n a l  F i s h e r i e s  I n s t i t u t e  of
w h i c h  CFAB is a m e m b e r .  The  c a m p a i g n  h a s  been  p a r t i c i p a t e d  
in  b y  n u m e r o u s  p r o c e s s o r s  a n d  m a r k e t e r s .  CFAB m a k e s  i t s  s l i d e  
p r e s e n t a t i o n  a n d  c o o k b o o k s  a v a i l a b l e  to home e c o n o m ic s  g r o u p s ,  
b u s i n e s s m e n  s e l l i n g  m i c r o w a v e s ,  a n d  c o o k i n g  c l a s s e s ,  i t  w e '  r e c e n t l y  
p r o m i n e n t l y  used  b y  the  A l a s k a  Seafood  M a r k e t i n g  I n r l i t u t e  in
a show p r o m o t i n g  A l a s k a  f i s h e r i e s  p r o d u c t s  in  the  M id - W e s t  e n d  
w i l l  be u s e d  a g a i n  b y  the  same g r o u p  in  G e r m a n y .  D e v e lo p m e n t  
o f  these  t y p e s  p r o g r a m s  f a l l s  c l e a r l y  w i t h i n  the  l e g i s l a t i v e
m a n d a t e .

The  a n n u a l  -e p o r t s  o r d e r e d  b y  the  C o o o e r a t i v e  w e re  1000, 
no t  500. The  cost  o f  p r o d u c i n g  t h a t  r e p o r t  w as  a b o v e  t h a t  p l a n n e d

P a u l  V .  H a r r i s
June  12, 1931
Pa ge  14
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b e c a u s e  o f  a n u m b e r  o f  r e a s o n s ,  i n c l u d i n g  the  o r i g i n a l  p h o t o g r a p h e r  
l e a v i n g  the  s t a t e  w i t h  the  p i c t u r e s ,  r e q u i r i n g  them to be  r e s h o t  
b y  a n o t h e r  p h o t o g r a p h e r ;  s p e c i a l ,  q u i c k  t u r n a r o u n d  t im e  b y  the
p r i n t e r  a n d  s e p a r a t o r  d ue  to the  t im e  c o n s t r a i n t  o f  l e g i s l a t i v e l y
im posed  M a r c h  m e m b e r s h ip  m e e t in g  w h i c h  l e f t  o n l y  tw o  w eeks  
be tw e en  c o m p l e t i o n  o f  th e  a u d i t  a nd  the  m e e t i n g .  These  u n u s u a l
costs v ' s s o c ia t e d  w i t h  o u r  f i r s t  a n n u a l  r e p o r t  s h o u l d  n o t  o c c u r  
a g a i n  w i t h  f u t u r e  r e p o r t s .  However ,  t h e  e x p e n s e  o f  a n  a n n u a l
r e p o r t  i s  an  a b s o l u t e l y  n e c e s s a r y  e x p e n s e  o f  o u r  b u s i n e s s .  I t  
is  the  p r i m a r y  p u b l i c a t i o n  s u p p l i e d  b y  us to o u r  m e m be rs ,  l e g i s l a t o r s ,  
the G o v e r n o r ,  the  p u b l i c ,  as w e l l  as o u r  c r e d i t o r s  a n d  v e n d o r s ,
a n d  is  c o n s i d e r e d  b y  mem bers  o f  the  f i n a n c i a l  c o m m u n i t y  as an
e s s e n t i a l  c o m m u n i c a t i o n s  t o o l .  Pu t  t o g e t h e r  as  C F A B 's  w a s ,  the
v e h i c l e  p r o v i d e s  no t  o n l y  th e  o p p o r t u n i t y  to p r e s e n t  a c o m p a n y ' s  
f i n a n c i a l  p i c t u r e ,  b u t  the  e n t i r e  f r a m e w o r k  o f  the  b u s i n e s s .

I .  R e v ie w  o f  B o a r d  M in u t e s

Y o u r  r e m a r k s  in  t h i s  s e c t i o n  a r e  t r u l y  o u t  o f  c o n t e x t  a n d  
w i t h o u t  p r e c e d e n t .  We c a n  f i n d  no r e a s o n  o r  j u s t i f i c a t i o n  f o r  
t h e i r  i n c l u s i o n  in  y o u r  r e p o r t .  Even g i v e n  th e  c o n s i d e r a t i o n  of  
the  i n a p p r o p r i a t e  s t a n d a r d s  used  in  y o u r  a u d i t  o f  CFAB, i t  is
p a r t i c u l a r l y  u n i q u e  to i n c l u d e  two i tems on  w h i c h  the  B o a r d  of  
D i r e c t o r s  h a s  t a k e n  n e g a t i v e  a c t i o n .

The i t e m s  p r e s e n t e d  i n c l u d e  no r e f e r e n c e  to the  d e c i s i o n
m a k in g  p r o c e s s  i n v o l v e d ,  the  cos t  to b e n e f i t  r e l a t i o n s h i p s  d e r i v e d ,  
o r  the p u r p o s e  of  the  d i s c u s s i o n s .  F o r e i g n  t r a v e l  f o r  e d u c a t i o n  
in  the f i s h e r i e s  —  the  p r e d o m i n a n t  m a r k e t  we s e r v e  '•—  is a v i a b l e  
i tem to r e v i e w .  The  a v a i l a b i l i t y  o f  an e x t r e m e l y  low a i r f a r e  o pe ne d  
an o t h e r w i s e  c o s t l y  o p p o r t u n i t y  fo r  d i s c u s s i o n .  A n  a i r c r a f t  in  
a s t a te  d e p e n d e n t  u po n  a i r  t r a v e l  and  f o r  a n  o r g a n i z a t i o n  t r a v e l i n g  
to a l l  p a r t s  o f  the  s t a t e  is  a l s o  an i tem o ne  w o u l d  e x p e c t  a b o a r d  
to d i s c u s s .

Are  y o u  s u g g e s t i n g  t h a t  t h e r e  a re  i t e m s  f o r b i d d e n  to the 
B o a r d  f o r  d i s c u s s i o n  a n d  r e v i e w  in  the  i n t e r e s t  o f  the  c o r p o r a t i o n  
t h e y  a re  r e s p o n s i b l e  f o r?  A r e  you  f u r t h e r  i m p l y i n g  t h a t  a b o a r d  
s h o u ld  s t a n d  in  c r i t i c i s m  f o r  r e v i e w i n g  a l l  the  a l t e r n a t i v e s  open  
to t h e i r  b u s i n e s s ?  Or  a r e  y o u  s u g g e s t i n g  t h a t  the  b o a r d  m in u t e s  
r e f l e c t  o n l y  tho se  i t em s  w h i c h  y o u ,  a s t a f f  e m p lo y e e  o f  th e  S ta te ,  
c o n s i d e r  to be p r o p e r ,  p a l a t a b l e  a n d  in  k e e p i n g  w i t h  y o u r  p a r t i c u l a r  
p e r s o n a l  s t a n d a r d s ?  I am s u r e  you  a r e  a w a r e  t h a t  f o r e i g n  t r a v e l  
is  e x t e n s i v e  am on g  A l a s k a n s  a n d  is a s u b j e c t  r e f l e c t e d  in  the
m in u te s  o f  m a n y  b o a r d s .  ‘ A d d i t i o n a l l y ,  the S t a t e  o f  A l a s k a  i t s e l f  
h a s  c o n s i d e r e d  p u r c h a s e  o r  lease  of a S t a t e  p l a n e  on s e v e r a l
o c c a s io n s .

M r .  H a r r i s ,  we a p p r e c i a t e  the  e f f o r t s  t h a t  you  a n d  y o u r  
s t a f f  pu t  i n t o  the  a u d i t .  D a n n a  w o r k e d  h a r d  a n d  f i t  i n  w e l l  w i t h  
fne  o f f i c e  s t a f f .  We a r e  s o r r y  t h a t  y o u r  u n d e r s t a n d i n g  w a s  not  
more  c o m p le te ,  e n a b l i n g  y o u r  a u d i t  to be r'i  a more  m e a n i n g f u l  
n a t u r e .  Y o u r  r e p o r t  o n l y  p r o v e s  t h a t  a p r i v a t e  b u s i n e s s  o p e r a t i n g

June 12, 1981
Page  15
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Pa ge  16

th e  r e q u i r e d  b y  t h e  p r i v a t e  m a r k e t  c a n n o t  be
te d  a g a i n s t  s t a n d a r d s  com m on ly  used  b y  the  L e g i s l a t i v e  A u d i t o r .

S i n c e r e l y ,

sd

I g i y J
- . - i p a t r y  '  

V ice  C h a i r m a n - '
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M E M O R A N D U M 02 September 1981

TO: Glen Svendsen

Special Assistant

FROM: Senator Arliss Sturgulewski

Chairman, Legislative Budget & Audit Committee

RE: Commercial Fishing & Agriculture Bank

Enclosed please find the letter sent by Roseleen Moore in response to my 

earlier question regarding issues raised by individual Legislative Budget 

& Audit Committee members. Will you have Betty send out a copy of my 

original letter plus this response to all committee members?

I am^sending a copy of Roseffeen Moore's response as well as a copy of this 
memo to Jerry Wilkerson.

X
/



Roseleen “Snooks" Moore 
ChairmanSuite 1201 

P.O. Box 4-2070 
Anchorage. Alaska 99509 
(907) 276-2007
SRA90-B
Homer. Alaska 99603 
(907) 235-0234

August 27, 1981

The Honorable Arliss Sturgulewski 
2957 Sheldon Jackson Street 
Anchorage, Alaska 99504

Dear Senator Sturgulewski:

We appreciate the findings on management expenditures 
and the Board has taken steps to reevaluate and correct 
our current budget and will definitely take these findings 
into account in the budget preparation for the coming 
year.

As you can well appreciate, the repayment of the 
State is a multi-faceted problem that must be approached 
carefully. The impact upon CFAB and its ability to meet 
its mission, its goals, and the expectations of the communi­
ties it serves will be significantly affected by the 
course taken. There should be no doubt in the minds of 
the legislators that CFAB takes the responsibility of 
meeting its obligation seriously. Repayment of the State 
is of paramount importance to the Board and Management 
of CFAB and is of significance in established policies, 
budgets, and plans.

We are in the process of examining all the alternative 
means to accomplish the legislative imperative that the 
Class C stock be repaid by the end of 20 years. Our decision 
will be reached as part of the planning process at the 
December board meeting. You can be assured that our direction 
will be based upon our judgment and will best serve the 
two industries we serve as well as the original intent 
of the legislation.

Roseleen "Snooks" Moore

sd

Alaska Commercial Fishing and  Agriculture Bank



THE LEGISLATURE
BUDGET AND AUDIT COMMITTEE

907-445-3818

9 0 7 - 4 6 5 - 3 8 1 0

ROOM 508 
CAPITOL BUILDING 
POUCH V
JUNEAU, ALASKA 99811

17 J u l y  1981

Ms. Roseleen M o o r e  
Chairperson, A l a s k a  C o m m e r c i a l  
Fish i n g  & A g r i c u l t u r e  B a n k  

SRA Box 90-B 
Homer, A l a s k a  99603

Dear Ms. Moore:

As you know, an au d i t  of the A l a s k a  C o m mercial F i s h i n g  and 
A g r i c u l t u r e  B a n k  is b e i n g  c o n d u c t e d  by the L e g i s l a t i v e  A u d i t  
Division. A t  the J u l y  15, 1981 m e e ting of the L e g i s l a t i v e  
Bud g e t  and A u d i t  C o m m i t t e e ,  the p r eliminary f i n d i n g s  o f  that 
audit were p r e s e n t e d  for C o m m i t t e e  review. T h a t  p r e l i m i n a r y  
audit has b e e n  f o r w a r d e d  to you for response u n d e r  s e p a r a t e  
cover.

The Com m i t t e e  has d i r e c t e d  that two issues w h i c h  a r o s e  in 
executive s e s s i o n  r e g a r d i n g  those preliminary f i n d i n g s  be 
p r e sented for y o u r  r e s ponse. First, the C o m m i t t e e  e x p r e s s e d  
strong conc e r n  over q u e s t i o n a b l e  m a n a g e m e n t  e x p e n d i t u r e s  
noted in the" p r e l i m i n a r y  audit. The C o m m i t t e e  e n c o u r a g e s  
CFAB to tho r o u g h l y  a d d r e s s  those findings and r e c o m m e n d a t i o n s  
in its formal r e s p o n s e  no this audit.

The Co m m i t t e e  also r e q u e s t s  that CFAB indicate h o w  it inte n d s  
to approach r e p a y m e n t  of St a t e  funds provided f o r  C F A B ' s  
capitalization. D u r i n g  this p a s t  legislative s e s s i o n ,  a 
numb e r  of a p p r o a c h e s  to r e p a y m e n t  or a m o r t i z a t i o n  of t h e  
State.1 s i n v e s t m e n t  w e r e  discussed. A p p r o a c h e s  r a n g e d  f r o m  
a. strict a m o r t i z a t i o n  s c h e d u l e  to the p o s s i b l y  p o l i t i c a l l y  
u n a c c e p t a b l e  idea of e s t a b l i s h i n g  a sinking f u n d  w i t h i n  C F A B  
that would m a k e  a s i n g l e  r e p a y m e n t  at the end of the m a x i m u m  
twenty year period. T h e  C o m m i t t e e  found that a d e f i n i t e  
plan for r e p a y m e n t  of these funds is of fiscal c o n c e r n  to 
the Legislature, e s p e c i a l l y  as these funds w e r e  p r o v i d e d  
at no interest to CFAB. In short, the C o m m i t t e e  l o o k s  f o r w a r d  
to a proposal from C F A B  on its plans for r e p a y m e n t  of the 
State's funds.



Y o u r  t i m e l y  r e s p o n s e  t o  t h e s e  t w o  r e q u e s t s  w i l l  b e  a p p r e c i a t e d  
b y  t h e  C o m m i t t e e .  A n y  q u e s t i o n s  o r  c l a r i f i c a t i o n  o f  t h e s e  
r e q u e s t s  c a n  b e  d i r e c t e d  t o  me.

S i n c e r e l y .

S e n a t o r  A r i i s s  S t u r g u l e w s k i  
C h a i r m a n ,  L e g i s l a t i v e  B u d g e t  & 
A u d i t  C o m m i t t e e

c c : A l l  m e m b e r s  - L e g i s l a t i v e
B u d g e t  & A u d i t  C o m m i t t e e



sUafiba31m a t t

D t p a r t m r n t  n f  n m t n r r t f  a n d  i S cm tp i rm  f l r t i r l t i p m t n i
Us----------------------------- r .

C r r t i  f i c a  t e

' Ke unde r s t on  -fi, 65. Cor r i i s s i one r  o f  Co.unerce and Economic Development, of  
t h e  i t a t e  o f  A la ska .  Hereby c e r t i f i e s  t h a t  d u p l i c a t e  o r i g i n a l s  o f  t h e  A r t i c l e s  
of i n c o r p o r a t i o n  o. ' Alaska • . >w?rc1al r 1shlnn and ' . m i r e t u r n  "ank
du l y  s i gn ed  anr, v r r i f ' a d  pu rs uan t  to the  p r ov i s i o n s  o f  th e  Alaska 'oonnra t i ' "*  
Co rp o r a t i o n  Act,  have been r e c e i v ed  1n t h i s  o f f i c e  and a r e  found to  conform 
to  law.

ACCORDINGLY tn e  unde rs ignea,  as  such Commissioner of  Cownerce and economic 
Development , and t v  v i r t u e  of the  a u t h o r i t y  v e s t e d  in him by law hereby v s u e s  
th i  . C e r t i f i c a t e  oi In co rp o r a t i o n  o f

f fast ft r*i'>ner< ia‘! I’ lsMrin n;v' i.n rirn ’ ' * •  if;l

and a t ’ hes h e r e t o  a d u p l i c a t e  orlgin<»I o f tne  A r t i c l e s  o f  I n co r p o r a t i o n

* I fi.iiuoI*. %n »*iv /iinilunx
I  IMS i i / t f  Ill/ Si’lll If I illlll’Hli •1/llfUi ' h i t

>h •«A’
; /• /•#

«V

rwAujfc * crifii *-
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ARTICLES O T  I N C O RPORATION

4 ECONOMIC OCVCLOPMETfT
ALASKA COMMERCIAL F I S H I N G  AND AG R I C U L T U R E  3ANK

The undersigned natural p e r s o n a  of the age of 19 
veavs, or more, acting as incorporators of a cooperative 
«"<rpOi a t ion (hereinafter referred to as the " B a n k”) under 
t * provisions of the Alaska Cooperative Corporation Act 
(hereinafter referred to as the "Act") and Alaska Statutes 
44,54, as amended, adopt the following Articles of Incor­
poration,

ARTICLE I 

S ame

The name of the Bank is Alaska Commercial Fishing 
and Agriculture Bank.

ARTICLE II 

Durati or.

The period of duration of the Bank is perpetual.

ARTICLE Til 

Turpose and Powers

Section 1. The purposes of the Bank .ire t:o:

(1) provide sources of credit for A 1 .ink.in 
agriculture and fishing business;

(25 encourage utilization of the fisheries off 
the coast, of Alaska that have boon underutilized in 
the past by local fishermen;

(1) encourage harvesting, processing and m a r k e t­
ing of underutilized fish species;

(4) encourage technological development, in the 
harvesting and processing of underutilized : ish species;

Cj ) promote the more rapid development of 
agriculture.



(2) make and altor By-Laws n ecessary or desirable 
to carry out its corporate functions:

Section 2. In order to a c c o mplish its purposes 
t ho B a n k  shall have the pc-war to:

(1) m a k e  variable rate or fixed rate xoans to 
individuals w h o  are residents and w h o  a r e  engaged in 
c o m m ercial agriculture or fiehing, including harvesters, 
processors and marketers, o r  to corporations, partner­
ships o r  joint ventures primarily engaged in commercial 
agriculture or fishing, the m a j o r i t y  interest of v h r c h  
i» b e neficially owned by residents of the State of 
Alaska and a m a j o r i t y  of the cwnors of w h i c h  are r esidents 
cf the State of Alaska, if the r e cipient of the loan is 
a shareholder of the Bank; howaiver, tho Bank may 
m a k e  a loan under this paragraph to a corporation, 
partnership, or joint venture for the purc h a s e  of a n e w  
or existinq fishing vessel or for the repair or r e n o v a­
tion of an existing fishing vessel, the primary purpose 
of w h i c h  is to commercially harvest fishery resources, 
only if the corporation, partnership, or joint venture 
is w holly owned and controlled by residents of the 
State of Alaska and if the recipient of the loan is a 
shareholder of the Bank;

(3) establish amortization plans for rcF'®VW©nt of 
loans, which m ay include extensions for poor fishing 
or fanning seasons;

(41 enter into agreements with regional institu­
tions of the federal farm credit s y s t e m , private lending 
institutions, and other State of Alaska aoc icies or 
agencies of the federal government, to carry out the 
purposes of Alaska Statutes 44.54, as amended;

(5) adopt, altor, and use a corporate seal;

(61 nut* and be sued in the name of the Hank;

(“) issue bonds t:o carry out any of its corporate 
purposes and powers;

(8) doll, lease as lessor or lessee, exchange, 
donate, convey or encumber in any manner by mortgage 
or by creation of any other security interest, real 
or personal property owned by i t , or in which it has 
/in interest, when, in the judgment of tho Board ol 
Directors, the action is in furtherance of its cor p­
orate purposes;

- 2-



(9) incur secondary liability by guar a n t y  or 
endorsereent o£ the obligations of another c o r p o ration 
o r  legal entity when, in the judgment of the Board of 
Directors, the action is in furtherance wf its corp­
orate  purposes;

(10) m a k e  loans as provided in (1) of this section 
in participation w i t h  financial institution*, and 
est a b l i s h  and regulate the terms o f  the loans;

(11) mn k e  contracts and execute instruments n e c e s­
sary or convenient in the exercise of its corporate 
powers;

(12) acquire by purchase, lease, bequest, devise, 
gift, the satisfaction of debts, or the foreclosure 
of mortgages, and hold, maintain, use, operate, and 
convey real or personal property;

(13) borrow money and issue secured and unsecured 
evidence of indebtedness for a corporate purpose or to 
fund, refund, pay, or discharge outstanding obligations 
and enter agreements and contracts concerning these
obligations;

(1.4) secure the payment of its obligations by 
pledge or mortgage or other lien on its contracts, 
revenues, income, or property;

(IS) aopoint officers, employers, trustees for 
certificate holders, and aqents, and prescribe their 
powers and duties;

()t,5 provide technical services to shareholders; 
for the purposes of this paragraph, "technical services 
includes services that will enhance the a b i 1.:y of the 
shareholder to obtain financial assistance n u n  the 
D a n k ;

(17) make leans, as provided in (1) of t m s  s ec­
tion, secured by lions subordinate to valid 1 irr.t liens 
and secant./ agreements gran tod to private lending 
institutions, including Institutions of the fauoral 
farm credit system;

(18) participate with State of Alaska departments 
and agencies in formulating policy and in p l n n u m q  for 
the development of commercial fishing and agriculture 
in Alaska;

(19) do what is nacesaary or desirable to carry 
out the corporate purposes and power* expressed or 
implied in Alaska Statutes <14.54, as amended;



li”\dual c;w*mcrcial fisherman w h o  have bean .esidents 
.5; the State of Alaska for a continuous period of five 
yearn InBTiedlately preceding the dat e  of application 
for a ]oar,, who have had a crevmeniber or commercial 
fishing license under AS 16.05.4SO or a permit under 
•«S 16.43 for any one of the past five years, and who 
hive actively 'rticipated in the fishery during that 
period, provid that any such leans nre subject »o 
the provisions of AS 44.54.230.

(21) exercise all those powers of a cooperative 
set out in AS 10.15.010.

Sect i r - ,  1. To have and exercise all powers, 
privileges and ightn conferred on cooperatives by the laws 
or A l a s k a , and all powers and rights conducive to carrying 
out the purposes tor which the Ba*'* is formed, except such 
as are inconsistent, with the express provisions of the 
legislation under which the Bank is incorporated.

A R T I C L E  I V

Central i.'.n: ion. Moraboi chip and Ownersh 1 p fu-r.tr ict 1 0:1s

Secti n 1. The amount, of the authorised stock of 
the Hank shall ho Highly Million, One Hundred Thousand 
Dollars ($80,100,000) which shall consist of Ter. Thousand
(10.000) shares of Membership Stock (Class A) ol the par
value of Ten Dollars ( M 0 . 00) each; Four Hundred Thousand
(400.000) shares cf Preferred Stock (Class 0) of the par
value of One Hundred Dollars ( M O O .  00) each.; an.! Tour Thfu,-
nancl (4,000) shares of Special Preferred Stock (Class 0 1 of 
the par value ..! Ten Thousand Dollars (510,000.00) each.

Section 2. Membership in the H u d  is. limited to 
those engaged in the commercial fishing and not 1 culture 
.industries and 1 :• conditioned on owneruhi) of • hare ot 
Membership Stock (Cl i:,s A) 111 the Bank, only such individuals! 
who arc. rer.ideT.Mi o! Alaska or corporations, p.;» t.norship:- or 
joint v c n t m c s  primarily engiqed in commercial agriculture 
or fishing, fhc majority interest ot which if; beneficially 
owned l>y res ideal s of Alaska and a major if of Mu- owner.•. el 
which ar» resident.ii of Alaska, shall be c i  i i i L . c  10 purchase 
and/or own the M a c s  A Stock ot the nank, No member m«v own
m ore than mu; share of (liana A Stock and each member 1
entitled to oiu voic in the affairii of the Bank, provided 
that only m e m b e r m who have been patrons ol and l^rioworu 
from the Bank within two yearn from tho commences nt of
voting on any r.sttor requi: m g  .1 vote of the members shall
bo entitled Vo vote thereon. No dividends aha 1 1 be paid or, 
Clash A Stock.

-4-



S e c tion 3. Preferred St o c k  (Class a) m a y  be 
issued to, * n d  m a y  o n l y  b e  held by, m e m b e r s  o f  the Bank, but 
Cl a s s  5 St o c k  shall n o t  h a v e  a n y  v o ting powers o r  rights nor 
participate in th« m a n a gement of the a f f airs o f  the Bank, 
e x cept to the e x t e n t  specifically so provided b y  the Act.
Su c h  vote shall be in addition to any v o t e  to wh i c h  a 
holder of C l a s s  B Stock m a y  be enti t l e d  a s  a marcher. The 
Board of Directors of the Bank m a y  d e c l a r e  d i vidends payable 
in stock or cas h  upon Class B  Stock, b u t  the v a l u e  of any 
such dividends paid annually to any shareholder shall not 
exceed an an.ount equal to 10% of the par value of the Class 
B Stock owned by that shareholder.

Section 4. Special Preferred Stock (Claes C) may 
be issued to the Stato of Alaska upon p a y ment therefor 
pursuant to the provisions of AS 44,54.010. Class C Stock 
shall in no event have votinq rights, nor m a y  the Board of 
Directors pay a dividend upon Cl«3s C Stock.

Section 5. The stock of the Bank may b* trans­
ferred only with the prior consent of the Board of Directors
and then only to persons eligible to hold the same. No 
purported assignment or transfer of stock mad e  without the 
consent of the Board of Directors or m a d e  to any person not 
eligible to hold the same shall pass any rights or privileges 
on account of such stock or vote or voice in the management 
or affairs of the Bank.

Section 6. Tho outstanding Class B ami Clasu C
Stock of the Bank may he retired in whole or in part by the
Bank at any time by order ol' the hoard of Directors upon 
paying to its holders the par value of their shares plus 
accrued and unpaid dividends, if m y ,  upon tho Class fi 
Stock. Upon the surrender of the certificate evidencing 
such a share the Board of Directors may recall i ' i . i f s  A Stock 
upon termination of membership. The consideration paid for 
Clans A Stock recalled snail he the par value oi the share.

ARTTCLi; V 

ri_ncaj_ Policy .md Int.crjin 1 Alfa i n

Natters pertaining to fiscal policv, nature and 
type ol equities and credits, if any, other than stock, and 
the rights and piiorities thereof, and like manneru relating 
to the patrons ol the Bank and rc the interna] i flairs ol 
the Bank shall bo determined and fixed in the Bv-l.aws. The 
power to alter, amend or repeal the By-I^wn is ■.••>stod in the 
Board of Directors.



ARTICLE V I

Dissolution

Se c tion 1. Upon d issolution the assets of the 
Dank shall bo distri b u t e d  13 follows:

(1) To pry the cost, r.f dissolution.
(2) T o  pay any liabilities.
(3) T o  pay the par value of the outstanding

Special Preferred Stock (Class C l .
(4) T o  pay the par value of the outstanding 

Preferred Stock (Class B) and anv other 
form of equity certificate outstanding.

i3) To nay the par va l u e  of the outstanding 
Membership Stock (Class A ) .

(u i T.T pay the Deserve Fund book entry holders,
if and to the extent a Reserve Fund is 
established pursuant to the Ry-l.nws, in 
full or pro-rata without priority the face 
amount of thoir book entry as shown on the 
books of the Bank.

17' The balance of all Bank assets shall
then be distributed, without priority, to 
the holders of Retained Patronage Earnings, 
as thu-: term m a y  bo defined in the By-Laws, 
in proportion to their respective credit/
:.hereof as shown on the books of the Bare..

Section 2.  I n  the case of a vo t e  on n resolution 
which would diss o l v e  the nans, .i holder ol China B Stocs
may cast one vote, in cdriition to any vote to which he
lie entitled as a member, •oiordless of tlic dollar amount, ft 
Class It Stock hold by h im . Passage of such a r 'solution or 
dissolution requires a m a i o n t y  ol  the authorired Class . 
shareholder votes cast, as well as the affirmative \ore .t 
two-thirds of t ho member "otcs cast. Bi nsolut uui may 
ooeui in any fvi'iu pursuant to the roviuions ■">! AS 14. ••. uli

ARTIC j.E V I 1

A dd r e s s  ot I n i t i a l  • eg I s t r  r e d  <K ! ..•»
Util Name f  1  i’l l  t~Ts t l l - 'n i  n te re T ; A ui-e t

i iii* ' i i i t  ;?*• r e u  i n t e r e s t  o f f i c e  ot  t hi Bank wi . tie
t h e  M i n  ka iteji/ir t mrnt id Commerce A ad "conom i I ••vcJcrvte.'it , 
h t l i  i , New M a t e  Of t ;c<- Bui U t i n u ,  t i l  tu  i ). no hoy Avenue ,  
?um au A l a s k a ;  t h e  m a i l i n a  nddrc-HR o f  w h i c h  ... Pouch  f  , 
A;'>'.mi, A l a s k a  re' tRll. The i n i t i a l  r e o i n t e r o n  >Rt. e l  » tie 
hank '• ,1 lie f i a n k  V. Homan, a t  t h e  above a a d r e t s n .



a r t ic l e  v i i i

Board of Directors

Section 1. The m a n a gement of tho Bank shall be 
veeted in a board of seven (7) directors, at lea3t o ne of 
who m  shall be an Alaska farmer w i t h  at least ten {1C> year* 
of Alaskan farm experience, who shall initially be appointed 
b y  tho G overnor of Alaska pursuant to AS 44.54.020 and AS 
44.54.0*0,

initial terms of the first five m e m b e r s  appointod 
to tho Board of Directors shall be two m e m bers serving until 
the first annual m e m bership meeting of the Bank, two m e m b e r s  
serving until the second annual m e m b e r s h i p  meeting cf the 
Bank, and one member serving until the third annual m e m b e r­
ship meeting of tho Bank. Thereafter these directors, who 
mu s t  be members qualified to vote and at least one of w h o m  
shall be an Alaska farmer with at least ton (10) years of 
Alaskan farm experience, shall be elected by the members at 
the annual meeting as provided in the Ry-I.aws and shall hold 
office for three (1) years and until a successor shall have 
been elected and qualified.

At the time o f  the first annual m e m b ership m e e ting 
of the Bank two additional directors by
the Governor of Alaska and shall serve initial terms ex­
piring at the time of the second and third annual membership 
meet i n g s  of tho Har.k, respectively. Thereafter the Governor 
of Alaska shall continue to appoint or reappoint two directors 
to servo terms of three (3) years until such time as the 
Bank has repurchased all of the Class C. Stock 1 row the State 
of Alaska. After repurchase is completed, .ill directors 
shall he elected by the members commencing upon the e x p i r a­
tion of the term of each appointed director then serving.

Game

Fran> M, tinman

Paul Muppcr t 

Byron M a i l o t t

Addres s

Monion'tiall Building 
120 Fourth ft. *1104 
.lunoau, Alaska 99801

Box H5R
(■aimer, Alaska 99045 

Box < 2.2
Vak.it at, Alaska 99089

Section 2. The names and addresses of the indiv­
iduals constituting t fie initial Board of Directors of the 
Bank arei



m i

‘ •*in'- ’ - •..
\

” 5 . , •

Dal e  K, P ’hiraan 

F:obert M, Thorstenson

box 7814
Ketchikan, Alaska 99901

4241 21st Ave. W., 
Seattle, W a s h i n g t o n  98199

ARTICLE IX

D ata Respecting Incorporators

The names and addresses of the incorporators of 
the Bank are as follows:

Name

Frank M. Homan

Paul Huppcri: 

nyron Malicet 

Dale R. Pihiman 

Robert M. Thor st.cnson

A ddress

M endenhall Building 
326 Fourth St *1104 
Juneau, Alaska 99801

Box 858
Palmer, Alaska 99645

Box 322
Yakutat, Alaska 99689 

Bex 7814
Ketchikan, Alaska 99901

4241 21st Avo. W . , 
Seattle, Washington 98199

ARTICLE X 

Amendments

The Bank may amend those Articles from time * o 
time pursuant t:o the Act. Provided, however, that m  the 
case of a vote on an amendment which would affect a holder 
of Class B Gfoer, a Class R stockholder shall !.»• entitled to 
east one vote, n. addition to any vote to which tie may be 
entitled as a member, rogaidless of tne dollar amount, of 
Class B Stock hold by him. P r o v . o e d , further, that m  the 
case ol an amendment which would affect holdeis oi Class B 
Stock, the i-roposed amendment is adopted onl, •• it receives 
a majority of the Class M shareholder votes cant, an well as 
the affirmative vote of a majority of member •r.t.-r .-art .

IK WITNESS WHEREOF, 
the incorporators, as entered

t h e  u n d e r s i g n e d ,  i s  i n q  a i l  o f  
in A r t i e , e  I K ,  e v . - c u t e  t h e s e

-8-



I, the undorEiqned, a Notary Public, duly commis­
sioned to take acknowledgements and A d m i n i s t e r  oaths in the 
State of Alaska, certify that FRANK M. HOMAN, PAUL HUPPERT. 
BYRON M A L L O T , DALE R. P1HLMAN, and ROBERT M. T H O R S T E H S 0 N , 
beinq all of t.he incorporators referred to in the foreqoinn 
Articles of incorporation, personally appeared before m e  and 
swore to the truth of the facts therein stated.

WITNESS my hand and official seal this 4th day of
M ay, 1079 .

^  _______

— ’̂ f ssz :rr .........’ ____________
Notary P u M T c  in  a n VI for” A la  ska 
My Commission Exp ires:

STATE OF ALASKA 

F I R S T  DISTRICT

- o -



Ufc«v op*tec*
WOHV.FORTH &  F U N T* **IWO«»»TieN

u t « *Y*e*T 
»WCHO«*W. AI.ASKV ***Ct

t * *  *. no^WWrtx
'jttM.V'S.IAJVr- • ;W*o'i»y p.wwoiram
>tUCfc Mr©mrt*M*

Hl£0 FOR RECORD 
STATE Of ALASX*

WAY A1979
tSJWTMENT OF 
& economic  development

Honorable Charles R. Webber, Carrmissioner 
Department of Ccrmoroo and Economic 

Development 
Pouch n
JUneau, Alaska 95811

R e i  Alaska Commercial Fishing and Agriculture 
Bank/Articles of Incorporation

Dear Commissioner Webber:

Enclosed with this letter are two copies of the 
Articles of lncorp07-ation of tho Alaska Commercial Fishinq 
and Agriculture Bank which have been signed and verified hy 
the IncorporatorB and which, on behalf of the Bank, we her e­
by deliver to you for filinq under AS 10.15..135.

The Alaska Commercial Fishinq and Agriculture Bank 
has been formed, as you know, as a result of the Alaska L e g­
islature's passage of an enabling act, Chapter IS**, SIJV 1979, 
as Amended by SCS SSRB 30 am S of the Eleventh t <>olslature, 
first Session. I believe you will find that the Articles of 
Incorporation endured to you today for filinq conform with 
the above legislation (Codified as AS 44.54), as well as with 
the previsions ot? the Alaska Cooperative Corporation Act.

Wo f ’inq fees are enclosed r,a any applicable fees 
have been waive-# pursuant to AS 44,54 .030. However, your a d­
vice is solicited at name time prior to Aumiitt. IB, 197*> as ro 
'.'hethtr the Legislature intended by thia w.iivor or ••.ling fcor. 
to include the annual liconat* fee, for fiscal year ir*Hf) and 
subsequent years, required l>y h r  1 0 , 1 5 . 5 3 0 .

Your ARslHtance, and that f hick Eat;-,* and the 
other moyhern ot your Department, du; inn the formation of 
the Alaska Commercial Fishing and Agriculture ji.isv has been



PA/lh
Kneli Article# of Incorporation in duplicate 
c c j  noerd of Director*, Alaska Commercial Fishing and

Agriculture tiank 
Richard if, i\gf<\nn, Director, IV!vision nf !'<• ironic 

.'•‘ntorprj.ee, Oepartsicnt of Consnnrce 4 Ecr.ror.uc 
Development

F’rank Orth, r’innncial Consultant to Alanka :‘*.,ntnf»rci.&] 
Fishing uid Agriculture Rank

i
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Oqurhmnt i't (Cnmntrrrr :md <:coiionnt OnirlnjinirHl j'”j

C e r t i f i c a t e

The und e r s i g n ed ,  .is Cuv i r i s s ione r  ot Commerce and f ionomic Development o f  
t h e  S t a t e  o f  Alaska,  hereby c e r t i f i e s  t h a t  ••lupl K a t e  o r i g i n a l s  o f  A r t i c l e s  o f  
Amendment t o  t h e  At t i d e ' s  o f  I n c o r p o r a t i o n  o t

M n v . A  i C ‘ i!’. i Ri  ! i ’ \ f i l l  . ; *iif hA'«h 
d u ly  s ig n e d  and V e r i f i e d  p u rs u a n t  to  th e  p r o v i s i o n s  o f  t h e  A l u s l a  ; . e r . i t i v e
C o r p o r a t i o n  A c t ,  nave he on r e c e i v e d  : r  ! > i s  o f f i c e  and use found t o  i .u n ta n n  
to  la w .

ACCORD I NtilY t h e  u n d e r s ig n e d ,  as tu u i i . isM o n o t*  o t Cornier, t .md IcOPfmnc  
D e v e lo p m e n t ,  and by v i r t u e  o f t h e  a u t h o r i t y  v e s te d  in  him hy la w ,  h e re b y  iss u e s  
t h i s  C e r t  i f  n  a t e  <>f A».i>n>l’r.ent to  th e  A r t i c l e s  o f I i M i i - p u r a t  win o f

M Am A ; Ui !AI | |>: i;V , >. ’ , ?Htt I.Vit

and attaches hereto a duplicate o; wji' al ef the Art tries ot V- eedi •ret

d  $ b »  \
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fllCD FO* RECORD 
STATE OF ALASKAA R T I C L E S  OF AM ENDMENT  

T O

ARTICI.ES O r  1N CORF 0  RAT I  ON O f f A T w n t  o -  -  -
C : ^ M M t K C E

c r  t c ^ ' N O M f C  D E V fiO P M E N T

A L A S K A  C O M M E R C IA L  F I S H I N G  4 A G R IC U L T U R E  BANK

1. At «s special mooting of the members of the AlasKa 

Commercial Fishinq and Agriculture Bank, duly called and held on 

January 29, 1980, at. which a q uorum was in attendanc-a and votinq 

throughout, an amendment was adopted by a vote of three ayes, 

ro.ro nays, c h a n q m a  Section 2 ol Article IV of the original 

Articles of Incorporation to road in full as follows:

Section 2. Membership in the Bank is limited :n
those enqaucd in the commercial fishing and agriculture
industries and is condit nned on ownership of a share of 
Membership Stock (Class A) :n tho Bank. Only such indivi­
duals who are residents ot Alaska nr corporations, partner­
ships or |ftint ventures primarily enoaoed in commercial
a q n  cu 11 t:rt or tishinq, the maiority interest of which is
beiiej icia 1 ly owned by residents ,,f Alaska and a minority ot 
t tie owners of which are residents of Alaska, shall be 
r liqihlt to purchase and or 1>wn , ^  Stock >>i i he
Bank. Ho member may ewr. more than one share ot ci.ism •<. 
Stock a no iMi'h member is eia :s li d to one "ole m  t he .it t a u
ot the Hii , provided that o n l y  members who have been
pat i o' s * i and bnr rowers i i . iir. 
i he cotnitK neenent • <t ’<>t imi on

ineinpi ' r h a  ! I In riil i 1 ' e.: 

eat I ' Kl . d t lie Ha Ilk w 11 ti e



2: At a special Meeting of the m e m bers of the Alaska 

Commercial Fishing and Agriculture Bank, d u l y  called and held on 

J ' n uary 25, 1950, at which a quorum was in attendance ana voting 

throughout, an amendment was adopted by a vot e  of three ayes, 

zero nays, changing Section 4 of Article IV of the oriqinal 

Articles of Incorporation to read in full as follows:

Section 4, Special Preferred Stock (Class C) may 
bo issued to the State of Alaska upon payment therefor p ur­
suant to the provisions of AS 44.54.010. Class C  Stock shall 
in no event have voting rights.

ALASKA COMMERCIAL FISHING j.
AGRICULTURE BANK

y  . /
OV ' t  1 a  ^  J  ? 7 C ■’- /   --------

Frank M. Homan 
President of the Board

By »r   ___
- Galon Schmidt

Assistant Secretary

STATE OF ALASKA )
) r.n

TH I R D  JUDICIAL DISTRICT )

1, GALEN SCHMIDT, being first duly sworn, upon oath, 
depose and say: 1 am the Assistant Secretary of THE ALASKA COMMr.R-
C1AI. FISHING /> AC,RTCULTURE B A N K . an Alaska Cooperative. 1st my 
capacity as Assistant Secretary 1 have reviewed the foregoing 
Article? oi. Amoit.lru. nt of tlte , .usm’i Commercial Fishing ni.d Agr i­
culture Hank and hereby certify that they correctly set Sort.h the 
text ot the Amendments to the Articles of lncorpor.it ;.*n et s m u  
Alaska Commercial '.'.shine .md Agi i cvti 1 ture Hank as .uloig e.t by the 
members on Januai y ? K>, I'lflO.

* <  y>

G A UiNTcfHMinf ...



F e b ru a ry ,
SUBSCRIBED AND SWORN to before rr.e this 21st day of 
19U0, at Anchorage, Alaska,

N OTARY 'Sp u b 'l i c ' in and /or Alaska 
My Commission Expires:



S T A T E  O F  A L A S K A  

D E P A R T M E N T  O F  R E V E N U E  

T R E A S U R Y  D I V I S I O N  

P o u c h  SB 

J u n e a u ,  A l a s k a  9 9811 

(907) 4 6 5 - 2 3 5 0

G E N E R A L  A N D  S E G R E G A T E D  S T A T E  P R O G R A M  F U N D S

M O N T H L Y  I N V E S T M E N T  R E P O R T  

F e b r u a r y  29, 1984

C O N T E N T S

P ag e

I n v e s t m e n t  A c t i v i t y

S t a t e m e n t  r c P o r t f o l i o ,  A s s e t s 2

S t a t e m e n t  of O p e r a t i o n s / C h a n g e s  in T o ta l A s s e t s 2

S t a t e m e n t  of C h a n g e  in P o r t f o l i o  C o n d i t i o n 3-4

C o m p o s i t i o n  of I n v e s t m e n t  H o l d i n g s 5-7

Debt C e r t i f i c a t e s  - C r e d i t  U n i o n s 8
S u m m a r y  of O p e r a t i n g  A c c o u n t 8
C h a n g e  in P o r t f o l i o  C o m p o s i t i o n 8 -1 1



__________________________ C u r r e n t  M o n t h _________________________

X of T o t a l

A s s e t  T y p e  C o s t  V a l u e  C o s t  Y i e l d

S E P A R A T E L Y  I N V E S T E D  F U N D S  - C o n t i n u e d

I n t e r n a t i o n a l  A i r p o r t  F u n d

S a v i n g s  D e p o s i t s 0.1 $ 83,388.61 5.652
D e m a n d  D e p o s i t s 0.0 0.0
P u r c h a s e d  I n t e r e s t  R e c e i v a b l e 0.0 0.0 N A

R e p u r c h a s e  A g r e e m e n t s 0.0 0.0
C e r t i f i c a t e s  of  D e p o s i t 0.0 0.0
F e d e r a l  A g e n c y  S e c u r i t i e s 0.0 0.0
U.S. T r e a s u r y  B il l s 30.0 61,933,810.99 9.67
U.S. T r e a 3 u r y  M o n e y  M a r k e c 0.0 0.0
U.S. T r e a s u r y  N ot es 7.1 9,902,215.63 10.72

T O T A L 37.2 51,921,615.23 9.70

T O T A L 100.OX i 139.730.190.87 10.59

A L A S K A  D E B T  C E R T I F I C A T E S * 100.02 $ 65.179.000.00 8.79

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 100.02 * 31.800,000.00 N A

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

D e m a n d  D e p o s i t 2.02 i  1,861.17 NA

U. S. T r e a s u r y  B i l l s 98.0 109,069.00 10.08

T O T A L 100.02 $ 110.885.17 10.08

S U M M A R Y  O F  C O M P O S I T I O N

O p e r a t i n g  A c c o u n t 0.32 $ 7,639,299.65 N A

F i x e d  I n co me  S e c u r i t i e s  .it B a n k  of A m e r i c a 80.6 1,963,066,102.82 10.16
L oa n and M o r t g a g e  I n v e s t m e n t s 10.2 269,238,686.65 7.66
S e p a r a t e l y  I n v e s t e d  F unds .■>.7 139,730,190.07 10.59
Debt C e r t i f i c a t e s 1.9 65 ,179,000.6 . 8.79
F i n a n c i a l  F u t u r e s  D e p o s i t s 110,885.12 10.08
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 1.3 31,800,000.00"' NA

T O T A L  I N V E S T M E N T  H O L D I N G S 100.02 $2.636.761,962.76 9.762
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STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

(Revis ion Date:  ~

REQUEST FISCAL DETAIL
B i 11 /Reso lu t ion  No.; HB 722_______ Agency A f fe c te d :  E le c t io ns_____________
T i t l e :  Adv isory  vo te  on the es tab -  Program Category A f f e c te d : ______________
l ishment  o f  a ma.ior pro. iects fund.
Sponsor: Hnusp . lu d ic ia r v __________  BRU, Program or  Subprogram!s) A f fe c te d :
Requestor:__________________________ ____________________________________________
Date o f  Request:___________________  __________________________________________

EXPENDITURES/REVENUES: (Thousands o f  D o l la r s )

OPERATING
FY 84 FY 85 - ■ FY 86 ' FY 87 FY 88 FY 89

100 PERSONAL SERVICES 

200 TRAVEL 

300 CONTRACTUAL 

<♦00 SUPPLIES 

500 EQUIPMENT 

600 LAND & STRUCTURES 

700 CHANTS, CLAIMS 

800 MISCELLANEOUS

TOTAL OPERATING - 0 -

1 CAPITAL -  0 -  | |

[ REVENUE | -  0 -

FUNDING: (Thousands o f  D o l la r s )
GENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

e f o r  ana lys is

Phone: 465-4990
Date:

ANALYSIS:

Prepared B i :
D iv i s i o n :  \

Approved by Commissioner: CHARLIE BUSSELL Date: 23, 1984
Agency:___________________

D i s t r i b u t i o n  (by Agency p repar ing  f i s c a l  no te ) :
L e g i s l a t i v e  Finance 
L e g i s l a t i v e  Sponsor 
Requestor
O f f i c e  o f  Management and Budget
Impacted Agency( ies)  12/1/83



MAJOR PROJECTS FUND 

DISCUSSION POINTS

Both, legislative bodies are proceeding with legislation to provide for a 
constitutional amendment dedicating state money to a Major Projects Fund 
that would specifically fund the proposed Susitna dam. While the details 
are still under discussion, the basic issues have been largely 
unaddressed. The following paper outlines some of these issues.

Consititutional dedications

The principal issue is, or at least should be, whether it is wise 
to constitutionally dedicate state funds for a particular purpose. The 
debate so far has centered on the same petty regional politics that 
surround the annual division of the capital budget rather than on this 
major constitutional issue. It would be wise for the legislature and the
public alike to remember why the Alaska Constitution includes a
prohibition against dedicated funds.

Gordon Harrison explains the prohibition in his A Citizen's Guide 

tc the Constitution of the State of Alaska: "This restriction is 
intended to prevent the legislature from voluntarily reducing its own 
freedom and flexibility in.financial affairs... The consequence of 
dedicating tax revenue is'that the legislature'loses its ability to

match expenditures with public needs as these change from year to year.

Convention delegates believed that public needs should openly compete 
for state funds on a regular basis."

The Finance Committee of the Constitutional Convention explained it 
this way: "Even those persons or interests who seek the dedication of 
revenues for their own projects will admit that the earmarking of taxes 
or fees for other interests is a fiscal evil. But if allocation is 
permitted for one interest, the denial of it to another is difficult, 
and the more special funds are set up the more difficult it becores to 
deny other requests until the point is reached where neither the 
governor nor the legislature has any real control over the finances of 
the state."

The one constitutional amendment that Alaskans have approved to 
allow a dedicated fund is, of course, for the Permanent Fund, a savings 
account vastly different in concept than the spending plan embodied in 
the Major Projects Fund.

A constitutionally-dedicated Major Projects Fund is an even more 

serious affair than the statutorily-earmarked funds that the framers of 
the Constitution objected to, because this fund would be set in the 
Constitution and could only be removed by another constitutional 
amendment.

Alaska's Constitution, we should remember, is the framework for our 
government. It speaks only to the broad principles of governmental 
organization and operation. It is a model of simplicity; with its lack 

of statutory-language clutter, it has seen little need for amendment. It 
was certainly never intended by its framers to be an appropriations 
measure.



The problem

The problem that the Major Projects Fund attempts to respond to is 
that of appropriating enough money for large capital projects. The 
argument is that the legislature is unable to fund large projects both 

because legislators don't know far enough in advance what specific 
projects to appropriate for (to build up a construction account), ana 
because the nature of the appropriation process encourages the funding 
of district-sized projects rather than regional ones.

To argue that we must have a dedicated fund to build large projects 
is to say that the legislature is incapable of making sound spending 
decisions for today or the future. This may well be true of the present 

legislature. It is not necessarily true of a future legislature that is 
willing to break from the porkbarrel appropriation process of the 
recent-past and take responsibility for meeting the present and future 
needs of Alaskans.

The real intent of the Major Projects Fund seems to be to tie the 
hands of future legislatures to openly compete for state dollars to 
serve Alaska's needs by "constitutionalizing" additional pork-barreling 
for today's favorite large projects.

Given a more fiscally-responsible legislature, there are numerous 
unexplored ways of financing large capital projects. Appropriations for 
any purposes can be made now, with a simple majority vote, and special 

accounts can be set up to save for approved projects. There are, 
additionally, many creative ways of financing major projects using 
various kinds of tax-exempt financing, debt restructuring, and leveraged 
leasing involving private enterprise and federal tax credits. None of 
these have been explored because of an assumption that the state fias an 
open checkbook from which to write unlimited checks.

Effect on state finances

The Governor's MPF provides for a dedication of 10% of all oil 
revenues through 1990. Using 0MB projections and assuming 50th 
percentile petroleum revenue forecasts, the fund would accrue $2.2 
billion plus interest by 1990.

However, again using 0MB calculations, if you assume the more 
conservative 30th percentile revenues and a yearly capital budget (for 
traditional capital items) of $700 million, the total "surplus" revenues 
available between now and 1990 are only $320 million. This translates 
into less than 2% of oil revenues. Therefore, under this scenario, more 
than 8% of that dedicated to major projects would not be coming from 
surplus monies but from the "regular" capital budget (and possibly a 
shrinking operating budget).

Under any scenario, any amount dedicated after 1990 would seriously 
impact funds available for any other capital or operating items.

It should be noted that the 10?$ proposed for the MPF is from total 
petroleum revenue and equates in dollars to approximately the 25% of oil 
royalties that are dedicated to the Permanent Fund. The stated reason 
for choosing 10% Was, according to 0MB, because 10% "is a concept that 
is easily grasped, approximates the proportion that is currently 
dedicated to the Permanent Fund, and the amount should not seem 
overwhelming" and because "this appears to be enough to consider the 
possibility of financing Susitna sometime in the future."



Susitna

The MPF has been embraced by the legislature primarily as a means 
by which to assure the construction of the proposed Susitan 
Hydroelectric Project.

The Susitna project is still under study by the Alaska Power 
Authority and no final determination of its economic feasibility has yet 

been made. The APA expects to have both an update on the project's 
economics and a proposed financing plan completed later this month.

With a total projected cost for Susitna of $12-15 billion (nominal 
dollars), and without a financing plan, the possibility of committing 
$2-3 billion to a project that still could not be financed or to 
partially building a project that could not be completed, is a very 
serious one. Some legislators have assumed that supplemental federal REA 
financing will be available, despite the most-current information that 
it is highly unlikely to be.

By specifying Susitna (or W'atana), or even simply hydroelectric 
projects, in the Constitution, no leeway is allowed for the possibility 
that full financing may not be obtained, or that other projects, 
including gas generation from the North Slope, might prove more 
feasible. (A technological breakthrough in transmitting gas-fired 

electricity from the North Slope to Fairbanks is entirely possible in 
tht near-future, and would, incidentally, do much more for those tax 
bases and local employment than Susitna). Any flexibility in responding 
to public needs, for electricity or anything else, would be lost by 

enshrining specific projects or types of projects in the Constitution.

.. •  *
Equi ty ; * ’

Given that the MPF would be earmarked for major capital projects 
most likely to he located in the Railbelt, and that Susitna alone could
require more than the entire fund, there is concern for establishing
some regional equity.

The Governor addressed the equity issue by requiring tnat projects 
funded would have to receive a two-thirds vote of each house. This, he 
believed, would require gaining the support of rural legislators by 
providing for their areas in the annual budget.

Recent drafts of .the MPF assign a per centage of the fund to the 
power cost assistance program, to subsize electric rates statewide to 
the mean rate in the three largest cities (postage stamp concept). This 
approach removes the general trade-off that would have resulted as all 

sides maneuvered to reach some reasonable distribution of total funds to 
a direct horsetrade-- Susitna for PCAP. This again leaves no flexibility 
for meeting future needs.

Energy issues

What was initially conceived as a way of providing for major 
projects of all kinds has now been narrowed to providing electricity.

Providing for power supplies is a real issue, primarily because 
past attempts have been disasters. There still is no statewide energy 
planning, the Rail be It's needs have not been addressed in a logical 
manner, and there’s no plan for improving the rural situation except for 
continuing direct subsidies.

However, there is no reason to assume that a reasonable solution to 
Alaska's c-nergy needs can not be developed in a logical manner without 
porkbarrelirig through the Constitution. Again, the open checkbook and 
the desire for job-creating capital projects at the expense of planning,



meeting needs, and seeking cost-effective long-term solutions has caused 
the problem; the solution should cleanly not be another open checkbook, 

projects built for jobs instead of meeting needs, and institutionalizing 
greater subsidies rather than seeking !ong-term solutions.

_ /_ , ine legis iature"fai led in 1981 to separate the issues of power
■' fieecfs rrom those of creating jobs through capital projects and sharing 

the oil wealth. Is it necessary to not only repeat that mistake but to 
incorporate it into the Constitution?

The Four Dam Pool

Railbelt legislators believe that those areas of the state that 
received state funding for dams now owe a debt to the Railbelt for a 
project of its own. They believe that the Susitna clause in the Energy 
Program for Alaska assures that the debt will be paid, and that they 
"hold a hammer" over the Four Dam Pool to guarantee Susitna.

In fact, the Railbelt has no such hammer. The Susitna clause, if 
left in law, will prevent any utilities from signing power sales 
contracts for any projects in the Energy Program for Alaska, including 

Susitna. Moreover, it is more to the advantage of the Railbelt to repeal 
the clause than to the Four Dam Pool communities. The $200 million ir. 
short-term notes must be paid off (the only alternative is default, an 
obviously unacceptable one.) There are two ways that it can be paid off. 
The first is a cash appropriation. The second is by "eplacing the notes 

with long-term revenue bonds. This can only be done if power sales 
contracts are signed, guaranteeing revenues, and contracts will only be 
signed if the Susitna clause is removed from law. The Four Dam Pool 
communities know the notes will-be paid, one way or the other. The 
incentive to allow the bond sale, only possible through removal of the 

clause, lies with the Railbelt, because the entire state will bear the 
cost if bonds can not be sold. (There are in fact two costs-- the direct 
$200 million one and a cost in the bond market, which will look 
unfavorably upon the failure to bond and will likely charge higher rates 
in the future as a result.)

Details

The dr'ft CS HJR 57 (Resources), as of March 5, in addition to all 
of the major issues above, includes a number of questionable details.

The dedication is forever, or until the constitutional amendment is 
repealed by another constitutional amendment. Projected revenues 
indicate that after 1990 there simply would not be surplus money 
available, and that operating and capital budgets would have to be 
reduced drastically. The result of this provision would be that as the 
state headed for financial disaster, voters woula have to chose between 
amending the Constitution to end the Permanent Fund, the MPF, or both.

The first appropriation made from the MPF must be for Ha tana, 
unless a two-thirds vote of each house disapproves the project. Given 
the financial requirements forWatana, it is unlikely that any other 
projects would ever receive funding. It is also very possible that, 

without federal assistance or the sale of tax-exempt bonds, enough money 
for the project would ever be deposited in the fund, even while causing 
major restrictions in funding other state capital and operating needs.'

The fund revolves, that is, any revenues repaid from appropriations 
made from it go back to the fund and can only be used for more major



projects. The money is never available to meet any other needs the state 
may have.

Projects must be owned by the state. This puts the state in direct 
competition with private enterprise for construction of capital 

projects, and would prohibit the financing of projects that weren't 
clearly under state ownership (such as the railroad), that involved any 
kind of joint ownership, or that involved some private financing such as 
leveraged leasing.



STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

* •
[Revision Date: i

REQUEST CS FISCAL DETAIL
Bill/Resolution No.:HJR 57 (Res) Agency Affected: Elections ______
Title: proposing amendment to Program Category Arfectea:_____________

Constitution re capital p r o j e c t s   __________________________
Sponsor: R u l e s __________________  BRU, Program or SuDprogram^s; Affected:
Requestor; Gov^ortor*^______________ ________ ____________________ _____________
Date of Request: March S .19 8U _______________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 35 FY 86 1 FY 87 FY 88 FY 89

OPERATING i

100 PERSONAL SERVICES - 0 - 1

200 TRAVEL -0.- "1 " ™ "

300 CONTRACTUAL 1.0 i

I»00 SUPPLIES -0- 1

500 EQUIPMENT -0- i i

600 LAND & STRUCTURES - n - I I

700 CRANTS, CLAIMS - 0 - i i

800 MISCELLANEOUS - 0 - i i

TOTAL O P E R A T I N G  i i : o i i

1 C A P I T A L  1 1 1 1 |

REVENUE I I I I ' | I |

FUNDING: (Thousands of Dollars)
CENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

........... i.......- ...1...... ’1 ' 1 ■ 1

1 1 1 1

1 1 1 1

1 1 1 1 1

POSITIONS:
FULL-fIME t ' i ' r  i

PART-TIHE _ _.!_____________ !. .!.

TEMPORARY t i l l

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

the cost of one page in the Election Pamphlet is 1.0

ANALYSIS: Attach a separate page for analysis

Prepared By: T . P . T h o m a .  I n f o r m a t i o n  Of 'icerphone: l»611

Division:_________E l e c t i o n s ________ Date:

Approved by CoirfossiOnef T . , ^ / ^ . J Pata:

Agency: ?) U » .

u  U / )
Distribution (by Agency preparing fiscal note)t 

Legislative Finance 
Legislative Sponsor 

Reeuestor

Office of Management and Budget
Impacted Agency(ies) ' 12/1/83



BILL SHEFFIELD, GO’. ERNOR

O F F 3 C E  O F  T H E  G O V E R N O R POUCH AD
JUNEAU. ALASKA 99811 
PHONE: 19071 465-35S8

OFFICE OF MANAGEMENT AND BUDGET
DIVISI0N OF STRATEGIC PLANNING 

M a r c h  7, 1984

T h e  H o n o r a b l e  C h a r l i e  B u s s e l l  
A l a s k a  S t a t e  H o u s e  
P o u c n  V
J u n e a u ,  A K  99811

D e a r  R e p r e s e n t a t i v e  B u s s e l l :

A t t a c h e d  to t h i s  l e t t e r  are p r o j e c t i o n s  o f  S t a t e  r e v e n u e  a n d  
c o n t r i b u t i o n s  t o  the M a j o r  P r o j e c t s  F u n d  as p r o p o s e d  in C S H J R  
57. C o n t r i b u t i o n  e s t i m a t e s  are b a s e d  o n  the a s s u m p t i o n  t h a t  
ten p e r c e n t  o f  o i l  r e v e n u e s ,  e x c l u d i n g  c o r p o r a t e  i n c o m e  tax 
on o i l  a n d  gas p r o d u c e r s  a n d  p r o p e r t y  t a x  on oil a n d  gas 
p r o d u c t i o n  p r o p e r t y ,  w o u l d  b e  s e t  a s i d e  in the F u n d  b e g i n­
ni n g  in F Y  1986.

T h e s e  p r o j e c t i o n s  i n c o r p o r a t e  c u r r e n t  r o y a l t y  a n d  s e v e r a n c e  
tax r e v e n u e  e s t i m a t e s  p u b l i s h e d  b y  t h e  D e p a r t m e n t  of R e v e n u e . 
O t h e r  p e t r o l e u m  a n d  n o n - p e t r o l e u m  r e v e n u e  p r o j e c t i o n s  are 
t h o s e  o f  OMB, b u t  t h e y  are s i m i l a r  to the e s t i m a t e s  u s e d  by 
the D e p a r t m e n t  o f  R e v e n u e  i n t e r n a l l y .

W e  h a v e  a n a l y z e d  the c a s h  f l o w  o f  t h e  M a j o r  P r o j e c t s  F u n d  
(CSHJR 57) w i t h  b o t h  30 t h  a n d  50 t h  p e r c e n t i l e  e s t i m a t e s  of 
s e v e r a n c e  tax a n d  r o y a l t y  income. N o t e  t h a t  o u r  e s t i m a t e s  
o f  u n r e s t r i c t e d  r e v e n u e  are b a s e d  o n  c u r r e n t  law, and are 
not a d j u s t e d  for d e p o s i t s  i n t o  the Fund.

S i n c e r e l y ,

I

G o r d o n  S. H a r r i s o n  
A s s o c i a t e  D i r e c t o r

mm /0 41 -5 7



50TH PERCENTILE 

ROYALTIES, SEVERANCE TAXES,

AND FEDERAL MINERAL REVENUE SHARING PAYMENTS * 

(S Million; Nominal)

FY

DOR

50%

Gross 

Royal ties

DOR

50%

Severance

Taxes

0MB 

Esti mate

Federal 

Mineral 

Revenue 

Shari nq Total

1986 1,480 1,450 18 2,948

1987 1,670 1,630 18 3,318

1988 1,820 1,520 18 3,358

1989 2,080 1,730 18 3,828

1990 2,140 1,770 18 3,928

1991 1,950 1,540 18 3,508

1992 1,940 1,460 18 3,418

1993 1,940 1,430 18 3,388

1994 1,900 1,370 18 3,288

1995 1,770 1,270 18 3,058

1996 1,650 1,100 18 2,768

1997 1,700 1,140 18 2,858

1998 1,750 1,150 18 2,918

* The Major Projects Fund proposal for which this was prepared 

also specifies that ten percent of "mineral lease rentals" 

and "royalty sale proceeds" be set aside in the Fund.

Estimates of royalty sale proceeds are included in the "Cross 

Royalties" reported above. Mineral lease rentals are a relative 

ly minor source of income (loss than Federal mineral revenue 

sharing payments) and long-range forecasts are not readily avail 

abl e.

0MB

3-7-8t»



30TH PERCENTILE 

ROYALTIES, SEVERANCE TAXES,

AND FEDERAL MINERAL REVENUE SHARING PAYMENTS * 

(5 Hill ion; Nominal)

DOR DOR OMB

30% 30% Estimate

Federal

Mineral

FY

Gross

Royalties

Severance

Taxes

Revenue 

Shari na Total

1986 1,320 1,300 18 2,638

1987 1,470 1,440 18 2,928

1988 1,590 1,310 18 2,918

1989 1,770 1,460 18 3,248

1990 1,680 1,350 18 3,048

1991 1,560 1,150 18 2,728

1992 1,540 1,090 18 2,648

1993 1,470 990 18 2,478

1994 1,390 920 18 2,328

1995 1,300 880 18 2,198

199S 1,230 760 18 2,008

1997 1,260 770 18 2,048

1998 1,270 790 18 2,078

* The Major Projects Fund proposal for which this was prepared 

also specifies that ten percent of "mineral lease rentals" 

and "royalty sale proceeds" be set aside in the Fund.

Estimates of royalty sale proceeds are included in the "Cross 

Royalties" reported above. Mineral lease rentals are a relative 

ly minor source of income (less than Federal mineral revenue 

sharing payments) and long-range forecasts are not readily avail 

able.

OMB
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CONTRIBUTIONS TO MPF 

($ Hi 11 ion; Nominal)

At 50th Percentile At 30th Percenti11

Total Totai

Royal ties, Royalti es,

Severance Taxes, 10% to Severance Taxes, 10% to

FY and FMRS * MPF and FMPS * MPF

1986 2,948 295 2,638 264

1987 3,318 332 2,928 293

1988 3,358 336 2,918 292

1989 3,828 383 fO -T
-

CO 325

1990 3,928 393 3,048 305

1991 3,508 351 2,723 273

1992 3,418 342 2,648 265

1993 3,388 339 2 ,478 248

1994 3,288 329 2,323 233

1995 3,058 306 2,198 220

1996 2,768 277 2 ,CC8 201

1997 2,858 286 2,048 205

1998 2,918 292 2,078 208

TOTAL 4,261 3,332

* FMRS = Federal mineral revenue sharing payments. 

OMB

3-7-84
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CONTRIBUTIONS TO PERMANENT FUND 

($ Million; Nominal)

FY

At 50th Percentile

Perm. Fund 

Contri buti ons

At 30th Percentile

Perm. Fui 

Contribut

Non-Tax. 

Pet. Rev. 

(Excl. Bonuses)

Perm. Fund 

Contribution 

Rate

Non-Tax. 

Pet. Rev. 

(Excl. Bonuses)

Perm. Fund 

Contribution

Rate

1986 1,498 .25 375 1,338 .25 335

1937 1,688 .25 422 1,488 .25 372

1988 1,338 .25 460 1,608 .25 402

1989 2,098 .25 525 1,788 .25 447

1990 2,158 .25 540 1,698 .25 425

1991 1,968 .25 492 1,578 .25 395

1992 1,958 .27 529 1,558 .27 421

1993 1,958 .27 529 1,488 .27 402

1994 1,918 .28 537 1,408 .28 394

1995 1,788 .28 501 1,318 .28 369

1996 1,663 .29 484 1,248 .29 362

1997 1,718 .30 515 1,278 .30 383

1998 1,768 .30 530 1,288 .30 386

O M B

3-7-64



UNRESTRICTED GENERAL FUND REVENUE: 50TH PERCENTILE

(S Mi 11 ion)

FY

50th 

Percentile 

Pet. Rev. 

Minus 

P.F. Contr.

OMB

Estimate

I nvestment 

Income

OMB

Estimate

Other 

(Non-Pet.) 

Revenue

Unrestricted 

Cen. Fund 

Revenue

Unrestricted 

Cen. Fund Revenue 

(1985 dollars)

7936 3,124 250 272 3.646 3,440

1987 3,505 250 287 4,042 3,609

. 988 3,518 250 303 4,071 3,421

1989 3,964 250 320 4,534 3,598

1990 4,042 250 337 4,629 3,454

1991 3,662 250 356 4,268 3,006

1992 3,557 250 376 4,183 2,789

1993 3,540 250 397 4,193 2,637

1994 3,444 250 420 4,114 2,434

1995 3,252 250 443 3,945 2,204

1996 2,945 250 469 3,664 1 ,928

1997 3,056 250 495 3,801 1 ,891

1998 3,120 250 524 3,894 1 ,328

*
Includes corporate income tax on oi1 and gas producers and oil and gas production

property tax, in addition to royalties, :severance taxes, and federal mineral

revenue sharing payments. 

OMB

3-7-84



UNRESTRICTED CENERAL FUND REVENUE: 30TH PERCENTILE

(5 Million)

OMB OMB

Estimate Estimate

30th

Percentile

Pet. Rev. * Other Unrestricted Unrestricted

Minus Investment (Non-Pet.) Cen. Funa Cen. Fund Revenue

PY P.F. Contr. Income Revenue Revenue (1985 dollars)

1936 2,854 250 272 3,376 3,185

1987 3,165 250 287 3,702 3,305

1988 3,136 250 303 3,689 3,100

1989 3,462 250 320 4,032 3,200

1990 3,277 250 337 3,864 2,884

1991 2,979 250 356 3,585 2,525

1992 2,895 250 376 3,521 2,347

1993 2,763 250 397 3,410 2,145

199«f 2,627 250 420 3,297 1,951

1995 2,524 250 443 3,217 1,797

1996 2,307 250 469 3,026 1,593

1997 2,378 250 495 3,123 1,554

1998 2,424 250 524 3,198 1,501

* Includes corporate income tax on oil and gas producers and oil and gas production 

property tax, in addition to royalties, severance taxes, and federal mineral 

revenue shoring payments.



MPF CUMULATIVE BALANCE: 50TH PERCENTILE

($ Million)

Deposit Deposit 9% Balance Balance in $ 1985

Date_______________Amount________ Interest_______Balance_________Date_____________(6% inflation)

1-1-86 295 27 322 12-31-86 304

1-1-87 332 59 713 12-31-87 637

1-1-88 336 94 1,143 12-31-88 961

1-1-89 383 137 1,163 12-31-89 1,320

1-1-90 393 185 2,241 12-31-90 1,672

1-1-91 351 233 2,825 12-31-91 1,989

1-1-92 342 285 3,452 12-31-92 2,301

1-1-93 339 341 4,132 12-31-93 2,599

1-1-9<t 329 401 4,862 12-31-94 2,877

1-1-95 306 465 5,633 12-31-95 3,147

1-1-96 277 532 6,442 12-31-96 3,391

1-1-97 286 606 7,334 12-31-97 3,649

1-1-98 292 686 8,312 12-31-98 3,902

umptions: 1) llo expenditures from the fund.

T MPF lump sum deposit in the middle of the 

fiscal year.

O M B

3-7-8'*
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MPF CUMULATIVE BALANCE: 30TH PERCENTILE 

(S Mi 11 ion)

Deposit

Date

Deposit

Amount

9%

1 nterest Balance

Balance

Date

Balance in 

(6% inflat

1-1-86 264 24 288 12-31-86 272
1-1-87 293 52 633 12-31-87 565

1-1-68 292 83 1,008 12-31-88 847

1-1-89 325 120 1,453 12-31-89 1,153

1-1-90 305 158 1,916 12-31-90 1,430

1-1-91 273 197 2,386 12-31-91 1,680

1-1-92 265 239 2,890 12-31-92 1,927

1-1-93 248 232 3,420 12-31-93 2,151

1-1-94 233 329 3,982 12-31-94 2,350

1-1-95 220 378 4,580 12-31-95 2,559

1-1-96 201 430 5,211 12-31-96 2,743

1-1-97 205 487 5,903 12-31-97 2,937

1-1-98 208 550 6,661 12-31-98 2,127

3-7-84



S t a t e  o f  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R

J u n e a u

J a n u a r y  23, 19 8 4

Th e  H o n o r a b l e  J o e  H a y e s  
S p e a k e r  of  t h e  H o u s e  
P o u c h  V
Juneau, A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  Ha y e s :

U n d e r  the a u t h o r i t y  of art. Ill, sec. 18, of the A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a j o i n t  r e s o l u t i o n  w h i c h  
p r o p o s e s  an  a m e n d m e n t  to the A l a s k a  C o n s t i t u t i o n  c r e a t i n g  
a m a j o r  p r o j e c t s  fund.

As y o u  k n o w ,  the s t a t e  t r e a s u r y  w i l l  c o n t i n u e  to r e c e i v e  
s u b s t a n t i a l  p e t r o l e u m  r e v e n u e s  for m a n y  y e a r s  to come. 
H o w e v e r ,  o u r  b e s t  c u r r e n t  e s t i m a t e s  i n d i c a t e  t h a t  l a rge 
a n n u a l  c a s h  s u r p l u s e s  a b o v e  o p e r a t i n g  b u d g e t  r e q u i r e m e n t s  
w i l l  c e a s e  to be a v a i l a b l e  by the e a r l y  1 9 9 0 's. T h e r e  is 
s t i l l  t i m e  to s e t  a s i d e  e n o u g h  for o n e  o r  m o r e  m a j o r  c a p i­
tal p r o j e c t s  t h a t  c a n  s e r v e  as f o u n d a t i o n s  for A l a s k a ' s  
f u t u r e  e c o n o m y ,  b u t  the o p p o r t u n i t y  to d o  so w i l l  p r o b a b l y  
be g o n e  w i t h i n  the n e x t  six or s e v e n  y e a r s .  E x a m p l e s  of 
m a j o r  p r o j e c t s  a r e  the S u s i t n a  h y d r o e l e c t r i c  p r o j e c t ;  r o a d  
and p o r t  i n f r a s t r u c t u r e  p r o j e c t s  in r u r a l  A l a s k a  f o r  s u p­
p o r t  of m i n i n g ,  f ishing, a n d  o t h e r  e c o n o m i c  d e v e l o p m e n t  
a c t i v i t i e s ;  the K n i k  A r m  C r o s s i n g ;  the B r a d l e y  L a k e  h y d r o­
e l e c t r i c  p r o j e c t ;  E k l u t n a  w a t e r  s u p p l y ;  a n d  r e n o v a t i o n  and 
e x t e n s i o n  of the A l a s k a  R a i l r o a d .

The m a j o r  p r o j e c t s  fund is n e e d e d  to a c c u m u l a t e  the r e v e­
nue for t h e s e  l a r g e  p r o j e c t s .  T h e r e  a r e  two r e a s o n s  for 
this. F i r s t ,  for m a n y  o f  t h e s e  l a r g e  p r o j e c t s  and 
e s p e c i a l l y  for S u s i t n a ,  t h e r e  s t i l l  is n o t  e n o u g h  c l e a r  
i n f o r m a t i o n  to w a r r a n t  u n e q u i v o c a l  c o m m i t m e n t .  A c t u a l  
c o n s t r u c t i o n  m i g h t  n o t  b e g i n  for a n u m b e r  of y e a r s  b e c a u s e  
of the l e n g t h  of ti m e  n e c e s s a r y  for e n g i n e e r i n g ,  e n v i r o n­
m e n t a l  study, o b t a i n i n g  p e r m i t s ,  a n d  d e m o n s t r a t i o n  of e c o­
n o m i c  f e a s i b i l i t y .



T e n  p e r c e n t  of t o t a l  p e t r o l e u m  r e v e n u e  a p p r o x i m a t e s  the 
p r o p o r t i o n  t h a t  is c u r r e n t l y  d e d i c a t e d  to the p e r m a n e n t  
fund. F o r  f i s c a l  y e a r  1985, th i s  w o u l d  r e q u i r e  a d e p o s i t  
to the m a j o r  p r o j e c t s  f u n d  of a p p r o x i m a t e l y  $300 m i l l i o n ,  
w h i c h  a l l o w s  a n  o p e r a t i n g  b u d g e t  of  $2 . 1  b i l l i o n ,  a r e g u­
lar c a p i t a l  b u d g e t  of $700 m i l l i o n ,  l o a n  a p p r o p r i a t i o n s  of 
$260 m i l l i o n ,  a n d  e n c u g h  r e m a i n i n g  m o n e y  for d e b t  s e r v i c e  
a nd o t h e r  l i k e l y  o b l i g a t i o n s .

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

(1) D e p o s i t s  to the f u n d  b e g i n  in f i s c a l  y e a r  1985 
a nd c o n t i n u e  t h r o u g h  f i s c a l  y e a r  1990, in k e e p i n g  
w i t h  c u r r e n t  e x p e c t a t i o n s  of f u t u r e  r e v e n u e  a v a i l­
abi l i t y .

(2) D i s b u r s e m e n t s  f r o m  the fu n d  for a p r o j e c t  c a n n o t  
be m a d e  u n t i l  all s o u r c e s  of the m o n e y  n e c e s s a r y  to 
c o m p l e t e  the p r o j e c t  (or a s t a n d - a l o n e  p h a s e  of a 
l a r g e r  p r o j e c t )  h a s  b e e n  i d e n t i f i e d  a n d  the m o n e y  
c o m m i t t e d .

(3) A  c o s t  t h r e s h o l d  of $100 m i l l i o n  is set for 
p r o j e c t s  to q u a l i f y  for f i n a n c i n g  f r o m  the fund. 
T h i s  m i n i m u m  a l l o w s  r e a s o n a b l e  f l e x i b i l i t y  for c o v e r­
ing s u c h  p r o j e c t s  as the S u s i t n a  a n d  B r a d l e y  La k e  
dams, the K n i k  C r o s s i n g ,  a n d  e x t e n s i o n  of the A l a s k a  
R a i l r o a d ,  w i t h o u t  o p e n i n g  the fu n d  to c a p i t a l  p r o j­
ect s  t h a t  c a n  be e f f e c t i v e l y  a d d r e s s e d  in the r e g u l a r  
c a p i t a l  b u d g e -  p r o c e s s .

(4) A p p r o p r i a t i o n  b i l l s  to s p e n d  f r o m  the fu n d  m u s t  
h a v e  a t w o - t h i r d s  m a j o r i t y  v o t e  in o r d e r  to p a s s  the 
l e g i s l a t u r e .  T h e  p u r p o s e  of this r e q u i r e m e n t  is to 
a s s u r e  t h a t  p r o j e c t s  h a v e  s t a t e - w i d e  s u p p o r t  at  the 
ti m e  d i s b u r s e m e n t s  a r e  m a de.

(5) E x p e n d i t u r e s  f r o m  the fu n d  m u s t  be r e c o v e r e d  and 
r e t u r n e d  to the f u n d  o v e r  the o p e r a t i o n a l  life of the 
p r o j e c t .  T h e  i n t e n t  is to r e c o v e r  the p r i n c i p a l  of 
the f u n d  fr o m  fees g e n e r a t e d  by the pro j e c t .

(6) N e i t h e r  d e p o s i t s  to the fund nor a p p r o p r i a t i o n s  
f r o m  the fu n d  w o u l d  be s u b j e c t  to the a p p r o p r i a t i o n  
l i m i t .



TELEPHONES 
(907) 566-1325 
(907) 586-6526-

105 MUNICIPAL WAY. SUITE 301 
JUNEAU. ALASKA 99801

A M L  R E S O L U T I O N  S U P P O R T I N G  M A J O R  P R O J E C T S  F U N D

W H E R E A S  G o v e r n o r  S h e f f i e l d  h a s  p r o p o s e d  a m a j o r  p r o j e c t s  fund to a c c u m u l a t e  r e v e n u e s  

fo r  l ar g e c a p i t a l  p r o j e c t s  in A l a s k a ;  an d

W H E R E A S  A l a s k a n  m u n i c i p a l i t i e s  a n d  t h e i r  r e s i d e n t s  m a y  b e n e f i t  fr o m  the c o n s t r u c t i o n  

o f  m a j o r  p r o j e c t s  in t h e i r  a r e a s ;  an d

W H E R E A S  It is d i f f i c u l t  t h r o u g h  c o n v e n t i o n a l  c a p i t a l  b u d g e t i n g  p r o c e d u r e s  to s e c u r e  

l a rg e  d i r e c t  a p p r o p r i a t i o n s  for m a j o r  p r o j e c t s ;  an d

W H E R E A S  the G o v e r n o r  h a s  i n d i c a t e d  that s u f f i c i e n t  r e v e n u e s  can  be d e d i c a t e d  to this 

fun d w i t h o u t  r e d u c i n g  the a m o u n t  a v a i l a b l e  for o t h e r  i m p o r t a n t  c u r r e n t  s ta t e  p r o g r a m s ;  a nd 

W H E R E A S  s u c h  a fund w i l l  h e l p  p r e p a r e  the s t a t e  f or the d a y  w h e n  a n n u a l  c a s h  

s u r p l u s e s  a b o v e  o p e r a t i n g  b u d g e t  r e q u i r e m e n t s  d e c l i n e  s u b s t a n t i a l l y ;

N O W  T H E R E F O R E  BE IT R E S O L V E D  b y  t h e  B oa r d of D i r e c t o r s  of  th e A l a s k a  M u n i c i p a l  L e a g u e  

t ha t  th e B o a r d  e x t e n d s  its c o n c e p t u a l  s u p p o r t  to a m a j o r  p r o j e c t s  fund, as lo ng  as the 

fun d d o e s  no t n e g a t i v e l y  im p a c t  o t h e r  s t a t e  p r o g r a m s  w h i c h  s u p p o r t  A l a s k a n  m u n i c i p a l i t i e s .

A d o p t e d  b y  the A M L  B o a r d  o f  D i r e c t o r s ,  J a n u a r y  31, 1986 in J u n e a u ,  A l as k a .

A L A S K A  M U N I C I P A L  L E A G U E

B e t t y  J. C l i c k

President

A T TE S T :

S c o t t  A. B u r g e s s  

E x e c u t i v e  D i r e c t o r

MEM EER  OF THE NATIONAL LEAGUE OF CIT IES AND THE NATIONAL ASSOCIATION OF COUNTIES
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STATE OF ALASKA 
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill No: HCR_11_____________ Date on Bill:

Titie: “Relating to use by petit .jurors of_headphones"_______

Sponsor:^

Requestor:

1. Estimated"fiscal impacts on: 

a. Expenditures:
I

4. *

;g
' f e

(Thousands of Dollars!
- : r  ■ ■ • • - - •- ' v..:

H a r d - - "  v. -  -
FY 83 FY 84 FY 85 FY 86 ■ --

Capital * ’ iV* T'

Operating ■ * , « * . *■ •- .* • • *j v* • - r - -

Total . 0 G * * 0 - 0 0 r r  <-«\w .* .

3. Assumptions:

4. Disclaimer: . .
—  This statement has not been reviewed by the 0MB in the Office of the Governor. It d(

DlvisionrSs- Court_ji^sfemv, F.jsC^J_Djer^tiQns._ J7* •//•*./> Pate:r ?/l5/83 v a

.Copy to Sponsor 

Copy to Requestor

■ -  - ■ ■ ■ • • - : - m t
2/8/83 . |





I n t r o d u c e d : 4 / 2 5 / 8 3
R e ferred: J u d i c i a r y

B Y  T H E  R U L E S  C O M M I T T E E  
B Y  R E Q U E S T  OF THE  
S P E C I A L  C O M M I T T E E  O N

1 IN T H E  H O U S E  L E G I S L A T I V E  R E F O R M

2 H O U S E  C O N C U R R E N T  R E S O L U T I O N  NO. 33

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 P r o p o s i n g  the a d d i t i o n  of a p r e a m b l e

6 r e l a t i n g  to e t h i c s  to the U n i f o r m  R u l e s

7 of the A l a s k a  S t a t e  L e g i s l a t u r e .

8 BE IT R E S O L V E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

9 * S e c t i o n  I. T h e  U n i f o r m  R u l e s  of the A l a s k a  S t a t e  L e g i s l a t u r e  are

10 a m e n d e d  by a d d i n g  a p r e a m b l e  to read:

11 P _ R  E A  M  B L E

12 P a r t  1. C O N D U C T  O F  A  L E G I S L A T O R .  (a) A  m e m b e r  of the l e g i s l a t u r e
a Vo VLlN

13 [shall' at all times e n g a g e  in c o n d u c t  that r e f l e c t s  c r e d i t a b l y  o n  the legis-

14 lature.

15 (b) A m e m b e r  of the l e g i s l a t u r e  s h a l l  a d h e r e  to the sp i r i t  a n d

16 the l e t t e r  of these r ules and to o t h e r  r u l e s a n d  law tha t  g o v e r n  l eg i s l a -

17 tive or o f f i c i a l  conduct.

18 Part  2. G E N E R A L  P R E C E P T S  O F  E T H I C A L  C O ND U C T .  A  p e r s o n  in the legis-

19 lative b r a n c h  sh o u l d

20 (1) put l o y a l t y  to the h i g h e s t  m o r a l  p r i n c i p l e s  and to c o u n t r y

2 1  a bove l o y a l t y  to p e r s o n s  or party;

22 (2) u p h o l d  the c o n s t i t u t i o n  and laws of the U n i t e d  S t a t e s  an d  of

23 the S ta t e  of A l a s k a  and never'^be a p a r t y  to t h e i r  e v a s i on ;

24 (3) s eek to f ind and e m p l o y  mor e  e f f i c i e n t  a nd  e c o n o m i c a l  w a y s

25 of g e t t i n g  t asks a c c o m p l i s h e d ;

26 (4) not d i s c r i m i n a t e  u n f a i r l y  by the d i s p e n s a t i o n  of s p e c i a l

27 favors o r  p r i v i l e g e s  to anyone, w h e t h e r  or not for r e m u n e r a t i o n ;

28 (5) n e v e r  accept, e i t h e r  p e r s o n a l l y  o r  f or  a f a m i l y  m e mb e r ,

29 favors or b e n e f i t s  u n d e r  c i r c u m s t a n c e s  that m i g h t  be c o n s t r u e d  by



1 r e a s o n a b l e  p e r s o n s  as i n f l u e n c i n g  the p e r f o r m a n c e  of o f f i c i a l  or a s s i g n e d

2 duti e s ;

3 (6) m a k e  no p r i v a t e  p r o m i s e s  of a k i n d  b i n d i n g  o n  the d u t i e s  of

4 o f f i c e ,  s i n c e  a p u b l i c  o f f i c e r  or e m p l o y e e  has no p r i v a t e  w o r d  that c a n

5 o v e r r i d e  p u b l i c  duty;

6 (7) e n g a g e  in no b u s i n e s s  w i t h  the state, e i t h e r  d i r e c t l y  or

7 i n d i r e c t l y ,  that is i n c o n s i s t e n t  w i t h  the c o n s c i e n t i o u s  p e r f o r m a n c e  of

8 o f f i c i a l  or a s s i g n e d  d u t i e s ;

9 (8) u s e no i n f o r m a t i o n  c o m i n g  to the p u b l i c  o f f i c e r  or e m p l o y e e

10 in the p e r f o r m a n c e  of g o v e r n m e n t  d u t i e s  as a m e a n s  for m a k i n g  a r iv a t e

11 prof i t ;

12 (9) e x p o s e  c o r r u p t i o n  w h e r e v e r  d i s c o v e r e d ;

13 (10) u p h o l d  t h e s e  p r i n c i p l e s ,  e v e r  c o n s c i o u s  that p u b l i c  o f f i c e

14 is a p u b l i c  trust.

15 Part 3. R E A D I N G  P R E A M B L E .  W h e n  a t e m p o r a r y  p r e s i d i n g  o f f i c e r  has

16 a s s u m e d  the c h a i r  u n d e r  R u l e  1(b) the t e m p o r a r y  p r e s i d i n g  o f f i c e r  shall

17 h a v e  this p r e a m b l e  read to the m e m b e r s  b e f o r e  c a l l i n g  for n o m i n a t i o n  of the

18 p e r m a n e n t  p r e s i d i n g  officer.

HCR 33 -2-



I . R E Q U E S T
B i l l / R e s o l u t i o n  No. HCR 33______ __ _______________________________________________________

T i t l e  Proposing the addition of a preamble relating to ethics to I he? Uniform Rules.______

R e q u e s t e d  b y  House Judiciary   D a t e  April 1983

II. F I S C A L  D E T A I L
A g e n c y  A f f e c t e d  Legislative Affairs Agency______________________________________________

P r o g r a m  C a t e g o r y  A f f e c t e d  General Givernmcnt.___________________________________________

BRU, P r o g r a m ,  O r  S u b p r o g r a m ( s )  A f f e c t e d  Session_________________________________

(Note: If m o r e  t h a n  o n e  b u d g e t  c o m p o n e n t  is a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

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

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l l a r s )

F Y  8 3 F Y  8 4 FY  8 5 F Y  8 6 F Y  8 7 FY 8 8

1 0 0  P E R S O N A L  S E R V I C E S
2 0 0  T R A V E L

3 0 0  C O N T R A C T U A L
4 0 0  C O M M O D I T I E S

5 0 0  E Q U I P M E N T

6 0 0  L A N D  &  S T R U C T U R E S
7 0 0  G R A N T S , C L A I M S , E T C .

0

0

n
0

0

0
0

0

T O T A L
0

F U N D I N G  ( T h o u s a n d s  o f  D o l l a r s )

G E N E R A L  F U N D
F E D E R A L  F U N D S
O T H E R  ( S p e c i f y  S o u r c e )

0

0

P O S I T I O N S  None

F U L L  T I M E  
P A R T  T I M E  
T E M P O R A R Y

1

III. A N A L Y S I S  (See F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  III) 

It is estimated that this hill will not create additional fiscal impact.

IV. D A T E April ? 9 , 1983 _PP.EPARED B Y  ̂ HdTly H a y n s tan. Director Admin. Services

AGENCY  l.op-iiflative A f f a i r s  Anencv
i  PHONE ’ ’  W j-3K'/0O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  

cc: B u d g e t  a n d  M a n a g e m e n t
P r i m e  S p o n s o r  (F i r s t  L e g i s l a t o r  N a m e d )  

3 3 - 0 0 1  (R e v . 1 2 / 8 2 )





House Judiciary Ccc.mittee Msribers 

Staff

House Concurrent Resolution 3A

Section 1

Authorizes the presiding officer to compel the attendance of individual absent 
members whether there is a quorun or not.

Section 2

Adds a requirsnent that any resolution establishing a special or joint ccnmittee 
shall specify what the expected budget will be and the source of funds.

Section 3

Amends "Rule 23", Committee Meetings. The substance of this section was similar 
to CSHCR 32 which has already failed in the House. Committee Members may want to 
delete this section or ask the "sponsor" for a substantive comparison between this 
section and CSHCR 32, at the time of his testimony.

Section A

Amends 'Rule 37" by adding a new subsection. Same reccnmendation as above [for 
Section 3].

Section 5

Adds clarifying language,
•

Section 6

Removes language requiring the adoption of a concurrent resolution for adjournment 
or recess.

Section 7

Changes "point of order" relating to violation of uniform rules by either house,
By this change questions of order may be raised in tire other house for violation . 
of uniform rules other than a rule concerhing matters relating to the organization

TO:

FRCM:

SUBJECT:

or operation of a house.



I. R E Q U E S T
B i l l / R e s o l u t i o n  No. IICR 34
T i t l e  Proposing certain amendments to the Uniform Rules
R e q u e s t e d  b y  House Judiciary D a t e  Apri 1 29, 19B3

II. F I S C A L  D E T A I L  

A g e n c y  A f f e c t e d _

P r o g r a m  C a t e g o r y  A f f e c t e d  General Government

Legislative Affairs Agency

SessionBRU, P r o g r a m ,  O r  S u b p r o g r a m ( s )  A f f e c t e d _  _____________________________

(Note: If m o r e  t han one b u d g e t  c o m p o n e n t  is a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

a m o u n t s  a n d  f u n d i n g  fo r  e a c h  c o m p o n e n t  i n  the a n a l y s i s  s e c t i o n . )

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l l a r s )

100 P E R S O N A L  SERV I C E S
200 T R A V E L
300 C O N T R A C T U A L
400 CO M M O D I T I E S
500 EQU I P M E N T
600 LAND St STR U C T U R E S
700 G R A N TS,CLAIMS,ETC.

TOTAL

FY 83 FY 84 FY 85 FY 86 FY 87

0
0
0
0
0
0
0
0 •

F Y  8 8

F U N D I N G  ( T h o u s a n d s  o f  D o l l a r s )

G E N E R A L  F U N D
F E D E R A L  F U N D S
O T H E R  ( S p e c i f y  S o u r c e )

n

0

P O S I T I O N S  Hone

F UL L  TIME 
P ART TIME 
T E MPORARY

III. A N A L Y S I S  (Se e  F i s c a l  M o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  III)

It is estimated that this bill will not create additional fiscal impact.

IV. D A T E  April 29, 1903 P R E P A R E D  BY Director Admin. Services

A G E N C Y  legislative A ffairs Aoency

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  P H O N E _   469-30SO ]_____________
cc: B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  (First L e g i s l a t o r  N a m e d )
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