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

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

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

NOTES TO DECISIONS

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

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

NOTES TO DECISIONS

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

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

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

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

NOTES TO DECISIONS

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

S ec . 44.83.030.

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

/

Section
90. Power contracts a 

lie Utilities Coi

S ec . 44.83.070.

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

S ec . 44.83.080.

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

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

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

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

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

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

LOAN PORTFOLIO

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

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

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

BANK POLICIES  AND PRACTICES

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

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

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

Frank J .  Puschak by: Te

Examiner ( S ig n a tu r e ^

FOIC 6300/03A(1.g3l̂

Regional D irector



STATEMENT OF FINANCIAL POSITION
N U M B E R

T Y P E :  0 .
Regu lar

D A T E :
11/30/87

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

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

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

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

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

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

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

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

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

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

Special Mention

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

Substandard

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

Doubtful Loss

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

| Total Classified

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

i
it
i
i
l

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

i i i 
! ! 1

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

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

11/30/87 4/29/85

Adversely Classified Assets Total Assets

Adversely Classified Loans and Leases Total Loans ana ceases

Overcue Loans and Leases Gross Loans and Leases

32.25%

34.98%

37.36%

38.78% 

43.70% 

41.54%
‘

C O M M E N T S :

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

FDlC 6JCO 04 ,4 651
2



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

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

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

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

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

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

Net Operating Income (Pre-Tax) 
Applicable Taxes

Net Operating Income (After Tax)

819
19

536
226

114
32

(9,978)

800 310 82 (9,978)

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

Net Income 
Other Increases/Decreases

819
209

536
220

114
(348)

(9,978)
(234)

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

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

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

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

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

Overhead  Expense to Average Assets 

Net I n co m e  to Average  Total Equi ty

1.59%

6.51%

4.85%

3.00%

0.48%

4.14%

3.02%

2.01%

0.09%

4.87%

3.12%

0.43%

(8.72)%

4.22%

2.85%

(31.49)%

C O M M E N T S :

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

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

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

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

Recove r i e s

oo 688 375 470

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

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

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

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

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

Loss Reserve to Total Loans  and  Leases  

Net Losses to Ave rage Total Loans and Leases  

Recover ies  to Prior Period Losses  

Earn i ngs  Cove rage  of Net  Losses (X)

7.70%
(0.14)%
21.03%

(13.20)

7.41%
N/A

19.74%
2.67

5.22%
N/A
3.56%
0.37

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

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

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

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

- 3 -
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ALASKA COMMERCIAL FISHING I AGHICUI HIRE BANK

Executive Message to Members

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

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

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

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

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

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

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

May 31. 1985 May 31. 1988

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

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

Totals 00 527 900.312 42 510.046.605

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



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

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

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

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

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

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

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

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

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

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

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



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

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

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

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

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

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

The 1988 Annual Meeting

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

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

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

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

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

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

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

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

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

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

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

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

1988 

$ 12 6 ,0 46

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

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

1987

$ 7 315

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

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

1986

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

See notes to financial statements.
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Statements of Net Proceeds

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

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

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

1988 1987 1986

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

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

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

$6.1 19 .445 
i f> 5 .143

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

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

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

1451,699)

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

4 9 .3 0 0

3 .7 6 5 .9 0 0
1.347

5 0 .4 7 0

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

$ 3 1 ,8 0 9 ,3 1 0

(2,543 ,5001
440

2 ,8 8 6 .0 0 0

$ 9 2 .1 5 2  

9 2 .7 7 8

$ 8 2 ,9 8 0  

3 .9 6 0

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

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

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

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

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

(71,700)
2 6 0

2 4 9 .8 0 0

6 6 ,9 8 9

2 .3 4 0

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

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

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

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

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

(840,600) 
6 7 0  

i . 3 7 3 ,4 0 0

(251.919)

6 .0 3 0

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

See notes to financial statements.



C o n t r i b u t e d
c a p i t a l

A l l o c a t e d
u n d i s t r i b u t e d
p a t r o n a g e

N e t
p r o c e e d s

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

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

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

(2.543 ,500)

4 ,4 0 0

(219,674)
535 .7 8 0

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

I 4 4 ,6 2 6

1

1

825 ,691 5 3 5 .7 8 0

(321.471)

(214,309)
147 .708

(6 ,828 .945)

321 .471

27 .1 0 1 .2 7 2

(71,700)
2 .6 0 0

2 4 9 ,8 0 0

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

144 .626 825 .691 147 ,708

(147,708)

(6 ,507.474)

147 ,708

2 7 .2 8 2 .3 6 0

(840,600)
6 .7 0 0

1 ,3 73 .400

688 .521
(688.521) 688 ,521

(251,919)
688 ,521

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

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

N e t  p r o c e e d s ...........................................
I t e m s  n o t  r e q u i r i n g  t h e  u s e  o f  f u n d s :  

D e p r e c i a t i o n  a n d  a m o r t i z a t i o n
P r o v i s i o n  f o r  l o a n  l o s s e s  .................
L o s s  o n  s a l e  o f  a s s e t s .......................

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

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

1988

S  688 ,521

92 ,086
(451.6991

37 ,7 99

366 ,707

6 ,700

2 ,762 ,118

10,122

382 ,305

5 ,700

532 ,800

S4 .0 6 6 .4 5 2

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

1987 1986

$ 147,708 $ 535 .780

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

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

140,095
4,150 ,000

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

808 .394
39 .544

155,109
60 ,163

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

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

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

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

118,731 40 .637
950 .000

1,077,244
136,081 138,125

2 .539 14.874
214 .309

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

2 ,582
9 8 ,4 1 6 183.146

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

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

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

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

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

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

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

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

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

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

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

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

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

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

N o t e  B  —  L o a n s :

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

1988 1987 1986

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

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

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

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

n
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Notes t o  F i n a n c i a l  S t a t e m e n t s  ruiilliiucil

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

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

May 31, December 31.

1988 1987 1986

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

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

1888.700)

5 5.776,531 
3.726.235 
7.579.151

11,555.400)

$ 5,311.987 
4,441.655 
7 569.743

(1.539.6001

SID,046,605 515,526,520 515.783.785

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

May 31, December 31,

1988 1987 1986

Balance at beginning 
ol year 

Charged lo expense 
(incomel 

Recoveries on loans 
previously charged oil

53.367,869

(451.699)

125,318

$3,291,026 

49.300 

1 17.491

53,441.130

50.470

688,266

Loans charged olf
3.041,488
(844.348)

3.457.817
189,948)

4.179.866
(888,8401

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

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

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

12

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

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

N o t e  D  —  B a n k  P r e m i s e s ,  F u r n i t u r e  a n d  E q u i p m e n t :

T h e  f o l l o w i n g  r e p r e s e n t s  a  c l a s s i f i c a t i o n  o f  b a n k  p r e m i s e s ,  
f u r n i t u r e  a n d  e q u i p m e n t  b y  m a j o r  c a t e g o r y :

May 31, December 31,

1988 1987 1986

furniture. fixtures and 
equipment 

Leasehold improverncnls
5 833,146 

147.202
5 868.405 

147.202
5 893.365 

147.202

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

S 169,920 $ 297.266 S 351.874

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

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

May 31. December 31.

1988 1987 1986

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

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

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

Other 8.649,657 1.293.770
— — 2.539

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

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

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

19 8 9
1990
1991
1992
1993

Note F — Em ployee B en e fit P lans:

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

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

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

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

P r e f e r e n t i a l  s h a r e h o l d e r s '  r i g h t s  o n  d i s s o l u t i o n  a r e  a t ­
t a c h e d  i n  t h e  o r d e r  o f  C l a s s  C .  C l a s s  B  a n d  C l a s s  A .

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

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

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

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

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

A m o u n t

$ 8 ,6 4 9 ,6 5 7

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

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

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

Current;
Federal
Stale

SI 36.000 
28,000

5 421 ODD 
93.000

$179,800
46.300

164.000 514,000 226 100

Deterred
Federal 77.000 1380.0001
State 33.000 181.0001

110.000 I46I.OOOI

S274.000 S 53.000 S226.300

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

Note I — Res t ruc tu r e  of  Loans:

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

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

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

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

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

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

Note K — S ub s e q u e n t  Event:

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



^ l o u c h e  Moss

B o a r d  o l  D i r e c t o r s  
A l a s k a  C o m m e r c i a l  F i s h i n g  
a n d  A g r i c u l t u r e  B a n k  
A n c h o r a g e ,  A l a s k a

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

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

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

Board of Directors Staff

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

D e L o r i e s  M .  v o n G e m m i n g e n  
E x e c u t i v e  S e c r e t a r y
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S E N A T E  C O M M I T T E E  R E P O R T

F IR ST  COMMITTEE OF REFERRAL

D a t e  o f  5 - D A Y  N O T I C E
I N  A C C O R D A N C E  W I T H  U N I F O L E '  23

F U R T H E R
* * F I S C A L  N O T E ( S )  M U S T  B E  A T T A C H E D  
I N  A C C O R D A N C E  W I T H  A S  2 4 . 0 8 . 0 3 5

1 / 9 / 8 9

M r .  P r e s i d e n t :

D A T E  T U R N E D  I N T O  O F F I C E  7s

R E S O U R C E S C o m m i t t e e  c o n s i d e r e d S B  83

t r a n s f e r  o f  a s s e t s  o f  t h e  A l a s k a  R e s o u r c e s  C o r p o r a t i o n  u p o n  
d i s s o l u t i o n ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e .

a n d  r e c o m m e n d e d :

[ ] r e p l a c e  w i t h  C S

[ ]  a t t a c h e d  a m e n d m e n t ( s )  a n d

[ ]  s a m e  t i t l e  
[ ]  n e w  t i t l e

[ ] ____________________________

d o  p a s s

[ ] d o  n o t  p a s s

[ ] n o  r e c o m m e n d a t i o n

[ ] i n d i v i d u a l  r e c o m m e n d a t i o n s

[ ] f u r t h e r  r e f e r r a l  t o  _________

l e t t e r  o f  i n t e n t  a d o p t e d

F I S C A L  N O T E ( S )  a t t a c h e d  [ ] z e r o  A  ] f i s c a l  i m p a c t
[ ] a p p r o p r i a t i o n  n o  FN  a t t a c h e d  G o v .  F N  i n t r o d u c e d  w /  b i l l

M E M B E R S O T H E R  R E C O M M E N D A T I O N S

[ ] C o m m it t e e  b a c k u p  a t t a c h e d



STATE OF ALASKA
1989 LEGISLATIVE SESSION

BILL VERSION:
PUBLISH DATE:

FISCAL NOTE
REQUEST:

R ev is io n  D a te : _ _ ______________________
T i t l e : T ra n s fe r  of Alaska Resources 
Co rpora t ion  a sse ts  upon d i s s o l u t i o n  
Sponsor :Rules_______________________

Agency A f f e c t e d : Department oF Revenue 
BRU:Treasury__________________________

Components:
R e o u e s t o n Governor

EXPENDITURES/REVENUES: (Thousands o f  Do l la rs ! ,
I

OPERATING
I FY 89 I FY 90 1 FY 91 I FY 92 I FY 93 I FY 94

J__________ I_______ I________ I_________ I________ I______
| PERSONAL SERVICES 
| TRAVEL 
j CONTRACTUAL 
| SUPPLIES 
| EQUIPMENT 
j LANDS & STRUCTURES 
j GRANTS, CLAIMS 
I MISCELLANEOUS

I

TOTAL OPERATING

1 CAPITAL 1 -  1 1 -  1 -  1 -  1 -

1 REVENUE 1 -  1 

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

1 -  1 -  1 -  1 -

| GENERAL FUND | -  | 
| FEDERAL FUNDS | -  | 
| OTHER ) -  | 
1 TOTAL 1 -  1

POSITIONS:

1 -  1 -  1 -  1 -  
1 -  1 -  1 -  1 -  
1 -  1 -  1 -  1 -  
1 -  1 -  1 -  1 -

I FULL-TIME | -  |
| PART-TIME | -  |
1 TEMPORARY I -  I

ANALYSIS: ( A t t a c h  a separa te  page I f  ne cessary )  

Prepared 8v: M i l t  Barker ( H P )  /

1 -  1 -  1 -  1 -  
1 -  1 -  1 -  I -  
1 -  1 -  1 -  .1 -

Phone: 465-2350
D i v i s i o n :  T reasury  s ' ?  i  , / Date: December 29. 19RQ

Approved by Commissioner:  Huqh Malone ^  ^ b / L‘ Date: December 29, 1988
Agency: Department o f  Revenue

D i s t r i b u t i o n  (by  p r e p a re r ) :  
L e g i s l a t i v e  F inance  
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 A g e n c y ( i e s ) page 1 o f  1



Chapter 161

AN /I T

IN* I .it fm* to the Al.vl'i Resources Cnrpornt fen /i n< J 

rrpea11 up, f hr Alaska i cnewabIr rcsntircoi» development 

fund and i hr Alaska renewable resource?* investment 

furul; ind providing for an effective due.

Serf/(.ft ]. Finn INC.*; AND PURPOSE. (..) Hie lee I sialure ft mill tint

(1) it is in the host interests of the state- to terminate the

•j if ions of the Alaska Resources CorporalJonj and

(?) the Alaska Resources Corporal Ion *• »r made nubstaut Ini loan**

! equity investments in certain businesses as part of the performance of

; duties.

f'») If is the purpose of thin Act to offer* nn orderly wind-up *>r 

■ affairs of the Alaska Resources Corporrit lo:».

Sec. ?., AS 37.1.7.010 in amended to read:

Sec. 37.12.010. ALASKA RESOURCES CORPORATION CREATED. There is 

created the Alaska Resources Corporation to ca-ry out the purposes of 

this chapter. The corporation is a public corporal ion of the stat* 

and an instrumentality of the state within the Department of Revenue 

I COMMERCE AND ECONOMIC DEVELOPMENT), but has a Icpal existence in­

dependent of and separate fr«»m the state. The exercise by the corpo­

ration of the powers conferred by this chapter is considered an essen­

tial fiinrtlcn of I ho state.

* See. 3. AS 17.1.*.013 is repealed and reenacted to re id:

See. 37,13.015. PURPOSE. 7!:*' purpose of the corporation is to

-1- CSIIR 685(Loans)

m m m



*'►>*«(' L 1-1 |t |

< I > I U  : I y  w i i . l  n p  . 1  i I < . . . .  1 1  ,

* : ■. I 7 07/ i .1 .ten 11 i. .i
[

S. I . i.‘ . HKVHI i l l 'M I J l  < A f  I /1 > M i l ) .  i i   ,

i I •• I I t i .  | : I 1 , III 11 1 | |  f l i  i 1 .1 |ii11 , | |  11 1|| , l i t ,  1..I In,

( m  . . . * i ■ 11 , ( - i i  | u K  I i t j i t i sn  i i'i |)| i i i  t in   ..... .

i . m . i : i i :  (>t i i i i t i i i i  ,vi;i) : c i i :k i .. i i : j. tt f.ny a n d  r i/i h t y  m v i

H/i. ' 1 !! ‘i f 11: i . i k l ' i  'i, . . i , l ! | .  '1 H i ' d t  • .  I i |  in in  c a p i t a l  I i i i i i I  i l l . . I i  i

t> ,  y  i i ' i . i b i l . i  , f  i j j e  f n i | i . M  .i. i d i . i t  tii ig l i l  .-■■ i <• .i. .

w j !  . 1 - 1 ; ij j.  1 1  IH A I I t k  I ' l . iM M  i .  : D/.T (’ I ' A l l i Y  f o i l

IT il li .h  . . .  HA I’ l l  I , «•:.!• . . I  I’A V  I I ”  ll l ' l . • A l l ' l l !  l .X I ' I. l ia l .S  Hi I Iii

k A u u ; '  ii iidi.iA  a in., it: jhi. ,n..i, t.ti.ni iaittaI. i im ih  i.iii

l i i . i i ! ! . ! .  i l < - . i I.CT :• ■ .i i/i . ' i  rule a : - : ' ,  ia  ■ . . 1 ,1 1 .1 : ■ i i ; i i i a i i i

A M I . l l  I ' . i l l l a  M i l  I l l l i A l l . n ;  I . . . I I  I .. I.: , 1)1 i l l l .  l i O M O I I A l  K i l l ,  I III

S H A M .  HL I I . ' .  1 AV I 11 BY .HR rO l t l ' t ,R A T IO N  I ' f l l lH t  A :  1 / .  1 0 . 0 ? 0 ( , i )  I

* S e c .  5.  A S  I / .  I . :  i i. .. t i ic ,dc i l  H y  a iU l i n g  i, new  s e c t i o n  i n  r e . x l :

S .  c . 1) . t i i .  023 . I JC I 'O S IT  OR l iONRY. K e p . i Y t i . T i t s  *»l , 1 1  In c  i;> .. l

p.iyu.i i n .. 1.1 m l ,  1,' J  i.nil , I l i i ' i  i i i c u i i . '  ir. i i ii  1,1.111s o l  l i e  e , i i | , i ' i . i

d i v i d e n d s  i c i . i l v . i l  f r o m  c a p i t a l  s t o c k  1 1  c s t i n e n t ) , , .uni n m c y  m

f r e i i  t h e  s o l e  o l  o , | i i i i -  l u v c n t n c t i t s  o r  o t h e r  a s  r e i s  o f  In c m , i n ,

i:iu:.i He  d c | i o : ; i l e d  in t h e  g i n e r o l  f u n d .

-  S e e .  I , .  A S  I . . 1 A . D i l i  I s  r e p o . , l e d  «t id r e e n , t r i e d  l o  l e a d :

Sec.  1/. 1 2 , ( M i l . l iOl l l ’O S r i  ,011 AID) TRKH ( I I.UAltl) O f  l> 1 i I I 1 1 )1 :.;.

H o a r d  c o n s i s t s  o f  I In. c o n ia la  ; l o n e r  o l  . e v e m i e - , who s in ,  i I «.t r v

elm11 ir.an, tied the coinli isieuieM. oi two .'die.- principal executive
fo i l  i r . a o t s  d t "  I , ' . n o t e d  H y  t h e  j y o v e r n u r .  T h e  t e i n  o l  o f f i c e ,  o l

« r d  iier .i l iers , o u t  l i n o : ,  u n t i l  1 lie  c o r p o r a t i o n  i s  d i s s o l v e d .

’  S e e .  7 .  A S  3 7 . 1 2 .  I»!)li, a )  I s  .H i t 't u led  t o  r e n d :

( a )  Twi I 1,11:1.1 . J l i .l iers o f  1 la ho .nil 1 0 0 : I i l u l l  .1 i | ln  >i tn.i l o t

l r . l l n . w e l  i n n  o l  t . O S i n . e U  a n d  t h e  e x e r c i s e  o l  t i n  p n w e r s  tili.l d. I ,,  

CSIIlS 685|l .o .- .r .s )  - 2 -

Clol|,ler |ol

th e  ho. 1 .1,

* 1: .  H. AN  ) / .  l i ’ . O V '  tn  ,„iii ' l l i led I o  I , ,1;

S c  A  I . '  1)55. (.l1IIIT .IIS0 T I 1 .il 01  RtiAltO .'T UCKS. l l t l . ih c ru  o '  t h e  

I n w i d  I III I I  I V I  T )  (ill H i l l  HAITI !• V iil 'RHT (.! O l l l C I A I .  HUS I I I I .SS  OR Ti ll . 

coo l 'OKA! ' I t  I I ,  A U D I  III, , ' I ,I i l l e d  I ,  p e l  i l i t  1 .n il 1 r a v e l  e x p e n s e  ,m -  

( ho t  i x c l  H> law  l o r  M  a l e  l i o n r d s  m id  c n iu m 's .  Iinnt u n d e r  A S  J ' i . 20. I i l l ) .

• S e c . ‘I .  A S  I / .  17 I s  . iMended  Hy o l d l n p  n n e w  s e c t i o n  t o  r e t i d i

S. l / . l . ' . t t / l .  A Hi) IT' l t l l lA l  ItiHT’k S .  ii,,I v, 1 t h a t  .m d i  tip, o i l i e r  p m -  

’ I I onn o l  l a w  i p . v e i  o io j  ,| Infill!)!! I o f  M a t e  p r o p e r t y ,  t h e  b r a n d  m . y .  n l  

e |  1 In  r  , 1 1 .1 , 1  e  i n  p r l v . i i  ■ t . w l e .  d i s p o s e  0 1  t h e  m is e t t l  o l  t h e  e s n p o -

r a t i o n  n, 1 e< |i i i  1 e . l  In  AS  1 7 .1 2 .U 7 5 .  1 0  a i l . I I t i o n , (I .a  e o r p o i a t i o n  t iny

spe .nt  I., ' in  / t o  | > H ) l ,  I I t i l e  ,i.:s, 1 a o l  t ne  c o r p o r a l  i o n .

'  S e e . Jo ,  A S  17 .12 .07 !)  l a  r c f . e n l e t i  and  t 'ee t iae 't  e. l  Lo r e n d :

S e c .  T7 .  1 7 ,0 7 5 .  HUT I R S .  I n  c n i r y i n p  out  t h e  p u r p o s e s  . 1  t h i s

c h a p t e . '  t h e  H o a r d  s h a l l

( 1 )  c o n i r j c t  w i l l ,  t h e  IK | l i n n e t ,  o f  R e v e n u e  t o  ri.in.i, 1  t h e

n s t e t :  o l  t h e  t o r p c  1 .-I l o t i )

( 2 ) d i v e . 1 1  d o  c u t  p . ' l a t i n o  o l  a l l  e q u i t y  i n v e s t m e n t  a b y

J u l y  1.  l V A ' J i  a n d

(3) d i v e s t  1 h o  c i n p n . i l . " > '  i f  „!1 o t h e r  r e m a i n i n g  n e t s ,

w i l l ,  : . . - s i e p t  i o n  of t i e  ou t  i t . . 1.d i m :  l o a n  p o r t f o l i o ,  H y  J u l y  1, 19R9. 
S e e .  I ; .  A S  J t l . i l ! : ,  iM I t lpd  i „ ! „ . n d c d  t . )  n . J :

(r.)  1 h e  .• .ha le  ” 1 t h e  m l  plot i t  d e r i v e d  I r e n  a l e a s e  r e s e r v e d  t o

t h e  : l  ,• u n d e r  ( 1 ) •>! l l . i s  :.M l  ,’ .in I s  f ,  ,.  I t y  s a l e  p i ' o e c c d x  f e r  t in

p u r p i  ............  l l ie  A i . u d . a  per . ' i .u i i  tu. H in d  u n d e r  A S  17.13. n i l )  | . d .H  Till!

At A S I A  1:1 . I I I . 1 : 1 .1. I tRS I i ' i  I I S I 'hV I . I  ( l l ' i l l  I/! KUtlll HNDRIi A S  37. 11 .0201 .

Si e . t - - .  AS  J o . US ■ I SO (1 ) i s  „i!u u t ied  t o  v .  udr

( , l  T in  emn.ii  • a in t .c  r  l a v  p r o v i d e  : , u  t l tc  e . . t a h l  i i iH . ien l  o f  an

i : p l , .  t i o n  i n . e l i t  i v  1  c i ' - i l i t  n y s l c i n  i i t d i - i  w h i c h  . l e s s e e  o f  s t i i t i  l a n d

- J -  CSIIB 6 8 5 ( l .o a u - . )



H
('Ii.i1111*i 11, |

iii 1 1 1  ii.* ,iii e s p l o t u i i » r y  w e l l  tm  rli.it l . . a d  in.iv 1 .1 ». i t i r i l h t .  

i b i  I » t •>.*.** d i i  •m i l  t in  r e  i* i »m i n  w h i c h  t i n  ' v e i l  1 »: r - i t i i i f i .

t'i i.lmi’i . . t o n e 1 nuty a l s o  p i o v . d *  l o r  c m  d i r  a t o  b e  c m i n d  b ,  ;

p i i f o n  in;  p . t -o phya i .  a l  work  on  .*• t «i 1 ■ l a u d ,  i f  t l i . i t  w m | :  1

d t i r l t i )  - I n '  I wo nc.i* :m u i m m e d i a t e l y  j - r e c e d i  ii;; an  .mn» a m e n d  ]• 1 . 

a n d  tm l a n d  i n c l u d e d  w i t h i n  t h e  unit*  a r e a  a n a  t h e  g e o p h y r . i c . i I  i: 

t  l i f t  i>. made pul) l i e  m l  low  I n g  the* t a l i : .  C r e d i t !  1 .1 y n o t  v.\\> 

p c r c e t u .  .» f  t i n  com i>! t i n  d i t i l i n g  0 1  g c o p h y n i r a l  m u L  Ci • .ti 

h e  ULt.a. d u r i n g  1 . m i r e d  p e r i o d  o s t d i l i s h e d  h y  t h e  cumi n -.1 i 1 .

m.-.v hi* ‘t t . i f ’T.t-d d u r i n g  t h a t  p e r i o d .  C r e d i t s  m ay  h e  . i p p l n  » .

( 1 ) o i i  .a id  g a s  r o y a l t y  a m i  r e n t a l  p a y m e n t s  p a y a b l e  t o  t h e

( I  t f.Kv t. p a y a b l e  u n d e r  A S  J . *>!>. A  1 H O |  e r e U H  w a y  ia t  v.

p e r c e n t  a f  t h e  paym en t  la v / .n i l  w l i i r h  I t  i s  l i e 2lip. a p p l i e d .  Ai 

11. A l a s k a  pi i in m ie i i l  f t im l  ( A S  . i 7 . 1 0 . 0 t S )  I AND Till*. A l  ..SKA 1 . . 

UESO'JRCl.S l) l-Vhi .01II I.Nl  n iK I)  ( A S  1 / . 1 1 .0 2 0 ) ]  f i l i a l )  1 1 1  I-a I u i a U d
I

fh» a p p l i c a t i o n  o t  c r e d i t  . u n d e r  t h i s  suhr.ee  I i m i .

* S e c .  I i .  AS  7,3. OS .  010 i s  nnemli  «i b y  a d d i n g  ; 0 1 / j i r a g x .  ph  i t

(17) c o n t r a c t  t o  r a n . : ,  e t h e  a s s e t s  1 . 1  t h e  A l a s k a  1

C o r p o r a t i o n  a s  p r o v i d e d  i n  A S  I / .  1 2 .0 / 5 ,  and  . . d m i n i s t e r  t l u  « '

i n g  l i n n :  p o r t f o l i o  upon  d i s s o l u t i o n  o f  t he  c o i p o c a t  i o n .

* S e e .  1 /». AS  44. 83 .  181 ( c  i i.-. am ended  t o  r e n d :

( c )  Th e  p l a n  o f  1 i n . 1 1 .ee . . h a l l  i n c l u d e  1 ecoimi.einl.i l ii 1 ...

m o s t  a p p r o p r i a t e  we .a is  Lo f i n a n c e  a p r o j t c L ,  i n c l u d i n g . ,  . 

l i n ! l e u  t o ,

( 1 ) t h e  i s s u a n c e  0 1  r e v e n u e  b o n d s  o f  L l ie  a u t h o r i t y ;

( 2 )  t h e  i s s u a n c e  o f

( A )  p . i m r a l  o b l i g a t i o n  bund: ;  o f  t h e  s t a l e ;  i t

( 1 1 ) r e v e n u e  b o n d s  o f  t i  c- a u t h o r i t y  t h a t  | i  !• 1 •

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

CSl l l i  6H 5(ho . .n

\
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( I )  an  a p p l  o p t  i a l  i o l i  I roil, t h e  p . e l i e i a l  i ui ld

( A )  I o p a  j  d« ht s e r v i c e  mi b o n d s  i»r f o r  o t h e r  p r o j e c t  

p u r p o s e s )  o r

( l l )  t o  1  e ih ir i  I he  .11 « i i a t  o i  d e b t  f i l i a l . r i n g  l o r  r lie

p r o j e i t  s

( 6 ) a  l o a n  r nn 'i  t h e  g e n t  1 aL  i u n d j

I S )  l l m m e i n g  a r t . i n ^ e i r a u t s  w i t h  o t h e r  e n t i t i e s  u s i n g  l e ­

v e r a g e d  l e a s e : ,  o r  o t h e r  l i n a m i n g  i i i c ihod . . ,

( 6 ) a s s i s t a i i c e  l‘ rc,.i a n y  f e d e r a l  a g e n c y ,  i n c l u d i n g ,  h u t  no t  

l i m i t e d  1 0 , the  R u r a l  K l e c t  r i  f l e . i t  i o n  A d i i . i n i s t r . i t i n i i j

t /)  a l o a n  I i o m  t h e  p o w e r  p r o j e c t  f u n d  (A S  4 4 . h J .  1 7 0 ( a ) ) ( ,  

tilt FK0M Ti lK Kl i l lhWALLK KhSObRCMj IN V i iS T i .L I i l  FUliD ( 0 . 1  3 7 .1 1 .0 5 0 )1 )  o r

( 3 ) a n y  l o m b i i o i i  i o n  o f  I i n  i n t i i i g  .u r a u g i i i i e i t l  ; l i s t e d  in  

t h i s  s u b s e c t i o n .

* S e c .  15. A l l  b u l  8300,000 o i  tin* lira / p r i t d o d  and  u n o b l i p a l e d  m on ey  in  

•• d e ve lop inc i iL  c a p i t a l  f u n d  i s  1 1 . i n . ' - l e r r e d  t o  t h e  g e n e r a l  f u n d .

* b e e .  16. A S  f / . J J s  A S  3 / . 1 2 . 0 3 5 .  3 7 . 1 c . 045 , 3 / . 1 2 . 0 6 0 ,  3 7 . 1 2 . 0 7 0 ( 5 ) ,  

1 2 .0 7 0 (6 ) ,  J 7 .  1 2 .0 7 0 ( 1 1 ) ,  3 / .  12.080 3 7 .1 . : .0 8 5 ,  3 7 .1 2 . 1 2 5 ( 1 ) ,  3 7 . 1 2 . -

5 (4 ) ,  3 7 . J2 .  1 2 5 (5 ) ,  37 . 1 2 .1 2 5 1 0 ) ,  3 / . U . 1 * 5 ( 7 ) ;  A S  44 . 6 0 . 0 10 (a )  ( 7 ) ,  and  

4 4 .0 3 .OHO(16 )  ( Ii )  a r e  1 1  p e a l e d .

* S e c .  17. The A l a s k a  R e s o u r c e s  C m  p o i n t i o n  i s  d i s s o l v e d .  A r  o f  ' b e  

. le  o l  d i s s o l u t i o n ,  a i l i a i n i u l  1 l i n n  o l  t i -  ou t  auu ii tp ,  l o a n  p o r l i o l i o  a l l  is,;

. l h  a l l  a t t e n u . m t  r i g h t s  a nd  o b l i g a t i o n s  0 1  t h e  c o r p o r a t i o n  i s  t r a n s f e r t i d

i h e  D e p a r tm e n t  in  KoV e i i l l c .

*  S i c .  18. A S  3 / .  12 #H 0  -  •./. 12 .125 a r e  r e p e a l e d .

*  S e c .  19. S e c t i o n : :  1 -  In  o l  t h i s  A c t  t a l i  e f f e c t  i t  m e d i a t e l y  in  

cord.me e w i t h  AS  0 1 . l U . U / t ) ( r  • .

S e c .  20. S e c t i V a n  17 ,n d l b  l l u :  A r t  - ike  c .  • c t  J u l y  ) ,  1*189.
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STEVE COWPER, G O V E R N O R

IlKI’A I K T M E I V r  O F  B t F V F X I T F

TREASURY DIVISION

ELEVENTH FLOOR 
STATE OFFICE BUILDING 
P.O. BOX SB
JUNEAU, ALASKA 99811-0400

J a n u a r y  2 0 ,  1 9 8 9

T h e  H o n o r a b l e  B e t t y e  F a h r e n k a m p  JAN 2 5 1989
C h a i r
S e n a t e  R e s o u r c e s  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  

P .  0 .  B o x  V 
J u n e a u ,  A l a s k a  9 9 8 1 1

A t t e n t i o n :  D a r i n y  C o n s e n s t e i n

D e a r  S e n a t o r  F a h r e n k a m p :

A t  t h e  r e q u e s t  o f  y o u r  s t a f f ,  I  w o u l d  l i k e  t o  p r o v i d e  y o u  s om e b a c k g r o u n d  o n  
S e n a t e  B i l l  8 3 ,  a n  A c t  r e l a t i n g  t o  t h e  t r a n s f e r  o f  a s s e t s  o f  t h e  A l a s k a  

R e s o u r c e s  C o r p o r a t i o n  u p o n  d i s s o l u t i o n .

T h e  A l a s k a  R e s o u r c e s  C o r p o r a t i o n  ( " A R C " )  d i s s o l v e s  b y  l a w  o n  J u l y  1 ,  1 9 8 9 .  A t  
t h a t  t i m e ,  c u r r e n t  l a w  p r o v i d e s  f o r  t h e  t r a n s f e r  t o  t h e  D e p a r t m e n t  o f  R e v e n u e  
o f  a n y  o u t s t a n d i n g  l o a n s  t h a t  ARC h a s  m a d e . ARC h a s  b e e n  i n  t h e  p r o c e s s  o f  
c o l l e c t i n g  o r  l i q u i d a t i n g  t h e s e  l o a n s  a n d  d e p o s i t i n g  t h e  p r o c e e d s  i n  t h e  

g e n e r a l  f u n d .  T h e  D e p a r t m e n t  o f  R e v e n u e  w o u l d  c o n t i n u e  t h i s  p r o c e s s  w i t h  t h e  
l o a n  a s s e t s  i t  w o u l d  d i r e c t l y  h o l d  a f t e r  t h e  t r a n s f e r  o n  J u l y  1 , 1 9 8 9 .

U n f o r t u n a t e l y ,  c u r r e n t  l a w  i s  n o t  c l e a r  a s  t o  w h a t  h a p p e n s  t o  n o n - l o a n  a s s e t s  

o f  ARC , s u c h  a s  c omm on s t o c k  o r  r e a l  e s t a t e ,  u p o n  d i s s o l u t i o n .  T h e s e  a s s e t s  
h a v e  a l s o  b e e n  i n  t h e  p r o c e s s  o f  l i q u i d a t i o n .  U n d e r  SB 8 3 ,  d i s p o s i t i o n  o f  

t h e s e  o t h e r  a s s e t s  a l s o  w o u l d  b e  h a n d l e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e  a n d  t h e  

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

E n c l o s e d  i s  a  r e c e n t  s u m m a r y  o f  t h e  s t a t u s  o f  A R C ’ s  v a r i o u s  a s s e t s .  T o  a s s u r e  

y o u r  f i l e s  a r e  c o m p l e t e ,  I  h a v e  a l s o  e n c l o s e d  t h e  G o v e r n o r ' s  t r a n s m i t t a l  
l e t t e r  a n d  t h e  D e p a r t m e n t  o f  R e v e n u e ' s  f i s c a l  n o t e  f o r  t h i s  b i l l .

S i n c e r e l y ,

M i l t  B a r k e r  
D e p u t y  C o m m i s s i o n e r

M B / p h

04-D12LH 89-15
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SENATE JOURNAL 31

he Resources

Zero fiscal noto published today from Department of Revcnuo. 

Governor's transmittal letter dated January 9:

$ ©

Dear Senator Kelly;

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill relating to the 
disposition of assets of tho Alaska Resources Corporation 
(ARC) upon its dissolution.

Current law provides that upon dissolution of the cor­
poration on July 1, 1989, "administration of the outstanding 
loan portfolio along with all attendant rights and obli­
gations of the corporation is transferred to the Department 
of Revenue." Section 17, ch. 161, SLA 1984 (omphasiB 
added). Also see sec3. 18 and 20, ch. 161, SLA 1984. By 
use of the term "attendant," this provision could be inter­
preted to mean that only those rights and obligations of the 
corporation directly associated with the outstanding loan 
portfolio are to be transferred to the Department of Revenue 
at tho time of dissolution. Under this interpretation, it 
is unclear what would happen to other non-loan assets of the 
corporation, such a3 common stock, preferred stock, and real 
estate. This bill clarifies that aJLi corporate assets 
remaining as of the date of dissolution are to be trans­
ferred to the Department of Revenue.

The bill also makes minor technical changes to the 1984 
session law. I urge your support of this bill.

Sincerely,

/£>/
Steve Cowper 

Governor

§ ©

SB 84

SENATE BILL NO. 84 by the Rules Committee by request of the 
Governor, entitled:

"An Act relating to the exemptions from the 
salmon enhancement tax; and providing for an 
effective date."



CODES: R-RESTRUCTURE
E-EXPANSION 
S-START UP 

IB-INVESTMENT BANKING 
VC-VENTURE CAPITAL

ALASKA RESOURCES CORPORATION 
INVESTMENT RECAP 

September 30, 1908

CODE COMPANY NAME FISHERIES SPECIAL
FISH

AGRICUL­
TURE

FOREST
PRODUCTS

SPECIAL
FOREST

MANUFAC­
TURING

COMMITTED
UNDIS.
FUNDS

TOTAL
DEBT

EQUITY
AMOUNT

EQUITY
%

RVC ACT I  (ALASKA F . I .S .H .) -0 - -0 -
EIB ALASKA TIMBER -0 - -0 -
EIB ALYESKA CANDY KITCHEN - 0 - -0 -
SIB AMERICAN EAGLE -0 - -0 - -0 -
SVC ANCHOR RENEWABLE FARMS -0 - -0 -

SVC ANCHORAGE TANK 364,059 364,059
SIB ARCTIC FROST -0 - -0 - ' -0 -

RVC BALL BROTHERS 994,095 2,253,848 3,247,943 500,000 40%

RVC BALL, ALBERT 2,329 2,329
RVC BALL, GERALD 434 434

RVC BALL, NEWTON -o - -0 -
SIB CLARK, INC. -0 - -0 - 0
RVC ICICLE SEAFOODS -0 - -0 - -±7469,000- Est 28%

EIB KACHEMAK -0 - -0 -
SVC KOKECHIK 174,296 174,296 490 49%
EVC MASTERCRAFT -0 - -0 -
EVC PACIFIC FOREST PROD. -0 - -0 - -0 -
EIB PINES SAWMILL -0 - -0 -
SVC RICE FUR FARM 101,523 101,523
RVC SALAMATOF 1,900,000 1,900,000
SVC SAYLES MARINE 95,126 95,126
EVC SEAWARD SHIPYARD 124,932 124,932 150,000 22%
SVC SMARAGD PARTNERS -0 - -0 -
SVC STEIK ENTERPRISES -0 - -0 -
SVC STERLING SEAFOODS -0 - -0 - -0 -
SVC TRINITY RESOURCES -0 -
SIB WYMAN -0 - -0 -

| TOTALS: 

1

1,391,212 j 4,153,8481 101,523 | - o -  , -0 -  | 364,059 -0 - 6,010,642 | 2,119,4900 |



A L A S K A  R E S O U R C E S  C O R P O R A T I O N  R e p o r t  D a t e :  N o v e m b e r  22, 1 9 8 8

P e r i o d  E n d i n g :  S e p t e m b e r  30, 1 9 8 8

L O A N S  R E C E I V A B L E  & P A S T  D U E  R e p o r t e d  By: M a r t y  L e n t z

L I A B I L I T Y  M O N I T O R I N G  R E P O R T

P r o j e c t  & 

R e s o u r c e  S e c t o r

N e xt P a y ­

me n t  D u e

O r i g i n a l

A m o u n t

P r e s e n t  

Pr in. Bal.

D a t e  L o a n  

M a d e

M a t u r i t y

D a t e

C o l l a t e r a l  

V a l u e  & T y p e

P a s t

D u e

T o t a l

L i a b i l i t y

Intere.<

R a t e

A C T  I

C o m m e n t :  L e g a l  C o u n s e l  p

- 0 -

o c e s s i n g  t h i s

1 2 5 , 0 0 0  

a c c o u n t ,  Sui

- 0 -

imary Ju dge mei

0 6 - 3 0 - 8 0  

it O r d e r  J a n u a

0 9 - 3 0 - 8 2  

•y 22, .1988,

N / A

jranted

- 0 -

A L A S K A  T I M B E R  C O R P .
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C a l i f o r n i a  filet 
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s e t t l e m e n t  betwt
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;ale a s s e t s  o 

o n  A R C  s e c u r  

: a d d i t i o n a l

0 5 - 0 4 - 8 1

• r e f i n a n c i n g ,

: c o m p a n y ,  

ty. A p r i l  18 

iffer of settli

0 7 - 3 0 - 8 9  

B a n k  of

1 9 8 8  m e e t i n g  

m e n t  A . S . A . P

L o a n  p a r t ,  w / 

B a n k  o f  C a l i f ,  

v a l u e  at

$4  M i l l i o n  

; w i t h  B a n k  o f  C’£

Y E S

l i f o r n i a

- 0 -

raill s o l d ,  n o  agri e d

A L Y E S K A  C A N D Y  K I T C H E N  

C o m m e n t :  P a i d  i n  f u l l ,  Ft sbruary 1 9 8 5 ,  %

3 7 , 6 0 0  

10 l o s s  o n  th:

- 0 -  

s a c c o u n t .

0 3 - 1 8 - 8 0 0 1 - 0 1 - 8 6 N / A N / A - 0 -

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

I N C O R P O R A T E D
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4 0 4
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- 0 -
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0 8 - 0 4 - 8 0
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.988. R E F E R  T(
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D e m a n d
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D O T  o n  r e a l  
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>87
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$ 4 8 4 , 0 9 9

N O

N O

2 5 9 , 1 2 1 . 6 9

1 0 8 , 9 2 0 . 7 2
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L O A N S  R E C E I V A B L E  & P A S T  D U E  R e p o r t e d  By: M a r t y  L e n t z

L I A B I L I T Y  M O N I T O R I N G  R E P O R T

P r o j e c t  & 

R e s o u r c e  S e c t o r

N e x t  P a y ­

m e n t  D u e

O r i g i n a l

A m o u n t

P r e s e n t  

Prin. Bal.

D a t e  L o a n  

M a d e

M a t u r i t y

D a t e

C o l l a t e r a l  

V a l u e  & T y p e

P a s t

D u e

T o t a l

L i a b i l i t y

Intere:

R a t e

A R C T I C  F R O S T  S E A F O O D S  

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

C o m m e n t :  P a i d  I n  f u ll, 1 1/17/84, n o  lo

1 9 , 2 0 0  

;s o n  t h i s  ac<

- 0 -

o u nt.

0 4 - 1 0 - 8 4 0 4 - 1 0 - 8 6 N / A N / A - 0 -

B A L L  B R O T H E R S ,  INC.

C o m m e n t :  A p r i l  25., 1 9 8 6  

A s  o f  O c t o b e r  2i

All in

d e f a u l t

D e m a n d

D e m a n d

1 0 - 1 3 - 8 1

1 0 - 1 3 - 8 1

tall B r o t h e r s ,  

I, 1987, bankri

1 5 0 . 0 0 0

6 0 0 . 0 0 0  

1 5 9 , 8 5 2 . 8 3  

1 8 4 , 2 4 2 . 0 9  

1 , 0 0 0 , 0 0 0 .  

2 , 0 0 0 , 0 0 0 .

Inc. VS. Nef< 

iptcy T r u s t e e

1 5 0 . 0 0 0

5 0 0 . 0 0 0  

1 5 9 , 8 5 2 . 8 3  

1 8 4 , 2 4 2 . 0 9  

2 5 3 , 8 4 8 . 2 6  

2 , 0 0 0 , 0 0 0

:o, J u d g e  sigi 

" T o m  Ye rb i t c l

0 5 - 0 1 - 8 2

0 6 - 1 0 - 8 1

0 8 - 1 7 - 8 2

0 9 - 0 7 - 8 4  

0 5 - 2 9 - 8 0  

0 5 - 2 9 - 8 0

led s e t t l e m e n t  

i" s t a t e s  sett!

0 5 - 0 1 - 8 2

0 7 - 3 1 - 8 1

D e m a n d

D e m a n d

1 0 - 3 1 - 8 1
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Y E S

Y E S
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Y E S

,ng a p o r  

rear o r  mi

1 6 2 , 2 6 4 . 6 2  
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2 , 6 0 0 , 2 2 6 . 2 9  
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:ion o f  $ 7 5 0 , 0 0 0 . 0 0  

»re!

S e a - F i r s  

2 0 %  

2 0 %  

N o n - a c c r u  

1 6 %  
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B A LL, A L B E R T  

B A L L ,  G E R A L D  
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C o m m e n t :  D e m a n d  s e n t

1 1 - 1 - 8 8  

1 1 - 1 - 8 8  *

2 5 . 0 0 0

2 5 . 0 0 0

2 5 . 0 0 0

2 , 3 2 8 . 8 6

4 3 4 . 0 2

- 0 -

1 0 - 2 8 - 8 3

1 0 - 2 8 - 8 3

1 0 - 2 8 - 8 3

1 1 - 1 - 8 8

1 1 - 1 - 8 8

1 1 - 1 - 8 8

N O N E N O

N O

N O

2 , 5 4 0 . 0 6

4 7 3 . 6 2

- 0 -

1 0 %

1 0 %

C L A R K ,  INC.

C o m m e n t :  4 / 1 7 / 8 7  D a r l e n e  

S E E  O W N E D  ASSET!

C h u r c h  ( C . F . A  

S E C T I O N

3 9 5 , 0 0 0  

B . )  s a i d  the;

- 0 -

’ h a v e  s o l d  f;

1 1 - 1 3 - 8 1  

icility. Accoi

0 9 - 2 0 - 9 6  

inting o f  trai

P l a n t ,  e q u i p .  

R / E  3 , 9 0 0 , 0 0 0 .

p a r t . w /  C F A B  

i s a c t i o n  w i l l  be

Y E S

p r o v i d e d

I C I C L E  S E A F O O D S ,  INC.

C o m m e n t :  P e r f o r m i n g  a n d  < 

I C I C L E  5 / 2 1 / 8 7

u r r e n t ,  d e b e n  

A . R . C .  r< 

Rec. $ 1 6 2 , 7 2 0

4 0 0 , 0 0 0

1 , 9 0 0 , 0 0 0

u r e  a n d  s a l e  

■m ai n i n g  360, ( 

d i v i d e n d  chei

- 0 -

p a i d  in f u l l

o f  2 0 0 , 0 0 0  si 

100 s h a r e s  coi 

k, p l u s  $ 5 6 5

0 6 - 1 2 - 8 1

0 9 - 2 9 - 8 2

lares of commoi 

ivert to p r e f e  

0 0 0  c h e c k  f o r

0 6 - 1 2 - 9 1

0 9 - 0 1 - 8 7

s t o c k  to Mai 

■red s h a r e s ,  

r e - p u r c h a s e  <

a g e m e n t  A s s o c i a l  

>f 1 0 0 , 0 0 0  share:

N O

N O

es compli 

pr efe rri

- 0 -

- 0 -

t e d  M a y  20, 1 9 8 6 .  

d  s t o c k .



A L A S K A  R E S O U R C E S  C O R P O R A T I O N  R e p o r t  D a t e :  N o v e m b e r  22, 1 9 8 8

P e r i o d  E n d i n g :  S e p t e m b e r  30, 1 9 8 8

L O A N S  R E C E I V A B L E  & P A S T  D U E  R e p o r t e d  By: Mairty L e n t z

L I A B I L I T Y  M O N I T O R I N G  R E P O R T

P r o j e c t  & 

R e s o u r c e  S e c t o r

N e x t  P a y ­

me nt D u e

O r i g i n a l

A m o u n t

P r e s e n t  

Pr in. Bal.

D a t e  L o a n  

M a d e

M a t u r i t y

D a t e

C o l l a t e r a l  

V a l u e  & T y p e

P a s t

D u e

T o t a l

L i a b i l i t y

In ter e

R a t e

KAC1IEMAK S E A F O O D S ,  INC.

Co mme nt.: P r i n c i p a l  p a i d  

a n e t  a m o u n t  to

n full. VWII, 

re tir e Ka che m;

2 5 0 , 0 0 0  

1 , 0 9 2 . 1 0  

Ltd. se ttl eim 

ik p r i n c i p a l

- 0 -

- 0 -

nt p r o c e e d s  

n  f u l l ,  w i t h

0 8 - 2 8 - 8 1  

0 3 - 1 8 - 8 3  

irovided $68,9) 

a d d i t i o n a l  $ 1

1 0 - 0 1 - 8 2  

D e m a n d  

13.26. Collet 

1, 53 0 . 2 0  cred.

N / A

t i o n  o n  j u d g e m e  

te d to a c c r u e d

N / A  

N / A  

it a g a i n s  

n t e r e s t .

- 0 -

- 0 -

B i r d i e  N e e d h a m  pr; ivided

K O K E C H I K ,  INC. 

C o m m e n t :

0 7 - 0 1 - 8 5 3 0 0 , 0 0 0 1 7 4 , 2 9 5 . 9 8 0 5 - 1 5 - 8 0 0 7 - 0 1 - 8 7 B o a t s ,  m o t o r s  

o r i g .  v a l u e  

$ 3 0 0 , 0 0 0

N O 2 4 5 , 1 0 4 . 7 3 1 2 %

M A S T E R C R A F T

C o m m e n t :  P a i d  in full, 1 5/23/84, n o  lo:

3 1 5 , 0 0 0  

;s o n  t h i s  ac<

- 0 -  

: o u n t .

0 8 - 0 8 - 8 0 1 0 - 0 1 - 8 7 N / A N / A - 0 -

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

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

C o m m e n t :  E x e c u t i o n  sa le 

P r i n :  $ 5 , 8 1 0 , 6  

c l o s e d  4 / 1 / 8 7 ,

icheduled f o r  . 

>7.42, Int. $1 

>roceeds r e c e i

1 0  @ 1 0 0 , 0 0 0  

9 @ 2 0 0 , 0 0 0  

1 , 0 0 0 , 0 0 0  

1 , 8 0 0 , 0 0 0  

1 6 5 , 0 6 5 . 8 3

u n e  18, 1 9 8 6  

7 5 4 , 6 7 0 . 1 3 .  

'ed $ 1 , 0 5 9 , 1 7 1

- 0 -

- 0 -

- 0 -

- 0 -

- 0 -

A . R . C .  higl 

A g r e e m e n t  of 

5.00.

1 2 - 1 3 - 8 3

1 2 - 1 3 - 8 3

1 1 - 0 2 - 8 4  

0 4 - 0 8 - 8 1

1 2 - 1 3 - 8 3

iest b i d d e r ,  p: 

S a l e  s i g n e d  N<

•oceed to s e l  

ivemb er 7, 19)

p r o p e r t y .  Tot; 

!6, p u r c h a s e  prit

1 d e b t  a: 

.e $ 9 0 0 , 0(

- 0 -

- 0 -

- 0 -

- 0 -

- 0 -

of 6 / 1 8 / 8 6 :  

)0.00. D e a l

P I N E S  S A W M I L L  

C o m m e n t :  P a i d  in f u l l

3 0 , 0 0 0 N / A 0 4 - 0 2 - 8 0 0 4 - 0 1 - 8 5 N / A N / A - 0 -



AIASKA RESOURCES CORPORATION Report Date: November 22, 1988
Period Ending: September 30, 1988

LOANS RECEIVABLE U PAST DUE Reported By: Marty Lentz
LIAB ILITY MONITORING REPORT

Pro ject & 
Resource Sector

Next Pay­
ment Due

O rig ina l
Amount

Present 
Prin. Bal.

Date Loan 
Made

M aturity
Date

C o lla te ra l 
Value & Type

Past
Due

To ta l
L i a b i l i t y

In te re 
Rate

RICE FUR FARM

Comment: In d e fau lt $576l

03-31-84 

1.00 of $12,50(

115,000 

i minimum roy.

101,523.14 

i.lty payment >

11-23-81 

iue 03-31-84. 1

12-01-92 

o ya lty  paymei

Foxes, cages, 
equip. & R/E 
$184,000.00 

it and report dm

YES 

: 03-31-8.

101,523.14

>.

non-bear

SALAMATOF SEAFOODS, INC.

Comment: F ina l closing o 
P r in c ip a l reduction from

06-30-89

reorganizat i< 
13,065,350.00

3,065,349.93

hi by Februar; 
o $1,900,000

1,900,000.00

’ 1986, prlin.j 
00 to be pati

01-01-82

y changes -  fi 
i in  f u l l  Jmie

06-30-89

irgiveness of 
30, 1989.

p lan t, equip. 
$4.5 M il 2nd 
1st APB 
$900,000 

?? In t??? . $574,(

YES 

154.00 am

1,900,000.00

SAYLES MARINE, INC. 

Comment: Case transferrer

12-31-82 
10-01-84 *

! to A.G. o ffi<

86,126
70,000

e in Juneau.

25,126
70,000

04-29-82
12-30-83

12-31-82
07-01-98

Aluminum es t @ 
$15,000 vesse l 
PMM $85,000

YES
YES

42,305.19
104,307.85

20%
11.5%

SEAWARD SHIPYARD &
MARINE SUPPLY INC.

* Seaward Shipy. 
Comment: March 3, 1986 A

06-01-84

04-01-88

lrd //80-022-A ] 
R.C. Board apj

210,000
20,000

350,000

>aid o f f  in  fi 
iroved workou

26,061.98 
-0 -  * 

90,870.04

i l l  2-2-88 
: agreement o:

05-01-82
03-05-81
04-02-80

i defau lted  no

06-01-84
06-01-84
05-02-90

:es, stocks pi

R/E p lan t & 
equip va lue @ 

1.1 M il sub ject 
to 1st D/T <3 
$140.K

irehase; Mr. Sell

YES
YES
HO

iy has ag

26.190.50
-0 -

99,357.66

•eed.

NBA pri
if

10%

SMARAGD PARTNERS 

Comment: Paid in f u l l ,  Si :ptember 20, I 1

498,000 

385, no loss :o ARC



A L A S K A  R E S O U R C E S  C O R P O R A T I O N  R e p o r t  D a t e :  N o v e m b e r  22, 1 9 8 8

P e r i o d  E n d i n g :  S e p t e m b e r  30, 1 9 8 8

L O A N S  R E C E I V A B L E  & P A S T  D U E  R e p o r t e d  By: M a r t y  L e n t z

L I A B I L I T Y  M O N I T O R I N G  R E P O R T

P r o j e c t  & 

R e s o u r c e  S e c t o r

N e x t  P a y ­

m e n t  D u e

O r i g i n a l

A m o u n t

P r e s e n t  

Prin. Bal.

D a t e  L o a n  

M a d e

M a t u r i t y

D a t e

C o l l a t e r a l  

V a l u e  & T y p e

P a s t

D u e

T o t a l

L i a b i l i t y

I n t e r e

R a t e

S T E I K  E N T E R P R I S E S  

S e e  O w n e d  A s s e t s  S e c t i o n

0 7 - u L - 8 3 5 5 , 0 0 0 - 0 - 0 1 - 2 0 - 8 1 0 1 - 0 1 - 8 6 R / E  & m i l l i n g  

e q u i p ,  e s t  @ 

$ 9 7 K

Y E S - 0 - R a i n i e r

S T E R L I N G  S E A F O O D S ,  INC. 

C o m m e n t :  R e f e r  to W y m a n

0 9 - 3 0 - 8 2

iccount

1 2 5 , 0 0 0 - 0 - 0 2 - 1 2 - 8 1 1 0 - 0 1 - 8 7 N / A Y E S - 0 -

W Y M A N

C o m m e n t :  U.S. M a r s h a l l  S;

s o l d  f o r  C A S H  Sc 

N e g o t i a t i o n s  coi 

7 / 2 / 8 7  -  Determ, 

of S t e r l i n g  S e a

1 0 - 2 6 - 8 3

le w a s  h e l d  Sc 

ipteraber 1 9 ,  1' 

itinue o n  Judge 

n e d  by l e g a l  c 

ro o d s  o f  $ 1 3 0 ,

1 , 0 0 0 , 0 0 0

;ptember 11, 1 
»8G f o r  $215,( 

iment a c t i o n s  

o u n s e l / m a n a g e  

'12.29 a n d  Wyt

- 0 -

.986. V e s s e l  

100.00.

iment t h a t  n o  

can o f  $750,2:

0 1 - 2 6 - 8 1

w a s

f u r t h e r  f u n d s  

14.18.

0 7 - 2 6 - 8 3  

w i l l  be speni

1 s t  P M M  v e s s e l  

A l a s k a  S t a r  

@ 1 . 7  M i l l i o n

to p u r s u e  judge

Y E S  

irnent. W; ■ite o f f  o u t s t a n d i n j ; d e b t .



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

O W N E D  A S S E T S

R e p o r t  D a t e :  N o v e m b e r  22, 1 9 8 8

P e r i o d  E n d i n g s  S e p t e m b e r  30, 1 9 8 8  

R e p o r t e d  Dy: M a r t y  L e n t z

M A R T I N ' S  S E A F O O D S ,  INC. C o m m e n t :  T h i s  a s s e t  is a Fisli P r o c e s s i n g  a n d  F r e e z e r  P l a n t  8 0 0  O c e a n  D o c k  R o a d ,  A n c h o r a g e ,  A l a s k a .

S i x  m o n t h  l e a s e  w i t h  o p t i o n  to p u r c h a s e ,  s i g n e d  J u n e  1, 1 9 87, w i t h  S e a f o o d s  F r o m  A l a s k a ,

e x t e n d e d  M a y  1, 1988, a s  4 - 1 - 8 8 ,  f i n a l  n e g o t i a t i o n s  a r e  i n  p r o c e s s  f o r  l e s s e e  to e x e r c i s e

o p t i o n  to p u r c h a s e .

S T E 1 K  E N T E R P R I S E S C o m m e n t : A c c o u n t  in b a n k r u p t c y ,  D e e d  in L i e u  o f  F o r e c l o s u r e  a c c e p t e d  4 / 2 9 / 8 7 .  L e a s e  a g r e e m e n t  a n d  

O p t i o n  to P u r c h a s e  s i g n e d  M a y  1, 1987, t h r e e - y e a r  o p t i o n  to r e p u r c h a s e  a t  $ 9 5 , 7 1 4 . 5 6 ,  p l u s  

$ 8 0 0  p e r  m o n t h  r e n t a l  incom e.

CL A R K ,  INC. C o m m e n t : T h i s  a s s e t  is a f i s h  p r o c e s s i n g  p l a n t / a p a r t m e n t  c o m p l e x  i n  D i l l i n g h a m ,  A l a s k a .  A R C  f u n d i n g  

w a s  a p a r t i c i p a t i o n  witli A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a nk. A R C  o w n e d  1 3 . 1 7 %  • 

th e loan, a n d  C F A B  a s  m a j o r i t y  i n v e s t o r s  h a s  c o n t r o l l e d  a s s e t  to d a t e .  B u s i n e s s  f a i l e d ,  CF. 

a f t e r  b a n k r u p t c y  s o l d  the s u b j e c t  a s s e t  to R o d n e y  C. E g e m o  o n  5 / 3 0 / 8 6 .  Mr . E g e m o ,  a l s o  h a v  

d i f f i c u l t y  a n d  C F A B  is w o r k i n g  w i t h  b o r r o w e r .  D u e  to l e g a l  a n d  e x p e n s e ,  A R C  w i l l  h a v e  l i t t  

r e c o v e r y  o f  debt.

A L A S K A  T I M B E R  C O R P O R A T I O N C o m m e n t : T h i s  a s s e t  is a t i m b e r  m i l l  f a c i l i t y  i n  K l a w o c k ,  A l a s k a .  B a n k  o f  C a l i f o r n i a  p r o v i d e d  

f i n a n c i n g  f o r  the m i l l  f a c i l i t y .  A R C  p a r t i c i p a t e d  w i t h  B a n k  o f  C a l i f o r n i a  i n  p r o v i d i n g  fun^ 

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



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

O W N E D  A S S E T S

R e p o r t  D a t e :  N o v e m b e r  22, 1 9 8 8

P e r i o d  E n d i n g :  S e p t e m b e r  30, 1 9 8 8

R e p o r t e d  by: M a r t y  L e n t z

A C T  I 7 M A C H E N C o m m e n t : S u m m a r y  j u d g m e n t  o r d e r  s i g n e d  J a n u a r y  22, 1 9 8 8  i n  t h e  a m o u n t  of $ 2 6 0 , 8 4 3 . 7 6  p l u s  i n t e r e s t  a 

a t t o r n e y  fees.

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

M I C H A E L  & S H A R O N  C H I T T I C K C o m m e n t : $ 2 5 , 0 0 0  p r o m i s s o r y  n o t e  @ 1 0 %  i n t e r e s t ,  84 m o n t h l y  i n s t a l l m e n t s  o f  $ 5 3 1 . 2 4  P / M  c o m m e n c i n g  

S e p t e m b e r ,  1989.

S E A F O O D S  F R O M  A L A S K A C o m m e n t : $ 3 5 , 2 0 5  p r o m i s s o r y  n o t e  @ 1 0 %  

i n t e r e s t .

A N C H O R  R E N E W A B L E  R E S O U R C E S C o m m e n t : U n i t e d  S t a t e s  B a n k r u p t c y  C o u r t  c o n f i r m e d  C h a p t e r  1 2  P l an. A R C  w i l l  s h a r e  p r o - r a t a  i n  t h e  

p a y m e n t s  to u n s e c u r e d  c r e d i t o r s .  P a y m e n t s  t o  b e  m a d e  o v e r  a  t h r e e  y e a r  p l a n .  C o m m e n c e m e n  

d a t e  u n k n o v n ,  a n t i c i p a t e d  A R C  to r e c e i v e  2 0  c e n t s  o n  d o l l a r .





Bill/Resolution History 01:03 PH 05/16/90 Page 1
BILL: SB 84
NAME:
TITLE: "An Act relating to the exemptions from the salmon 

enhancement tax; and providing for an effective 
date."

PRIME SPONSOR: RULES
BY RECUEST OF THE GOVERNOR

CURRENT STATUS: (H) RES STATUS DATE: 03/08/89
THEN FIN

Selections 
PF1 PF2 TF3 PF4 PF5 PFS PT7 PF8 PF9 PF10 PF11
LP SUBJ EXIT MENU TEXT PRINT BUD FWO FIRST LAST
84 Bill/Resolution Floor Action Page 2 

Current Status: (H) RES
Jrn-Date Jrn-PBge Action

1 01/09/89 31 (S) READ THE FIRST TIME - REFERRAL(S)
2 01/09/89 31 (S) RESOURCES
3 01/09/89 32 (S) GOVERNOR'S TRANSMITTAL LETTER
4 01/09/89 32 (S) TWO ZERO FNS PUBLISHED (REV, F&G)
5 02/28/89 553 (S) RES RPT 5DP
6 02/28/89 553 (S) PREVIOUS ZERO FNS (REV, F&G) 1/9/89
7 02/28/89 553 (S) REFERRED TO RULES
8 03/06/89 642 (S) RULES TO CALENDAR
9 03/06/89 644 (S) READ THE SECOND TIME
10 03/06/89 644 (S) ADVANCED TO THIRD READING UNAN CONSENT
11 03/06/89 644 (S) READ THE THIRD TIME SB 84
12 03/06/89 644 (S) PASSED Y17 N- X2 A1
13 03/06/89 644 (S) EFFECTIVE DATE SAME AS PASSAGE
14 03/06/89 649 (S) TRANSMITTED TO (H)
15 03/08/89 551 (H) READ THE FIRST TIME - REFERRAL(S)
16 03/08/89 551 (H) RESOURCES, FINANCE

PF12 
QUIT 
of 2

Selections 
PF1 PF2 
HELP SU8J 
BASIS

PF3 PF* 
EXIT MENU 

Journal Text

PFS
TEXT

TPS PF7 
PRINT BWD

PFO
FWD

PF9 PF10 PF11 PF12 
CMT/JRNL FIRST LAST QUIT

02/28/89
SB 84

SENATE JOURNAL PAGE 0553

The Resources Committee considered SENATE BILL NO. 84 (An 
Act relating to the exemptions from the salmon enhancement 
tax; and providing for an effective date) and a majority of 
the committee recommended do pass. The report was signed by 
Senator Fahrenkamp, Chair, and concurred in by Senators 
Frank, Eliason, Zharoff and Sturgulewski.



T tV E  C tJirrcn -----
CiOVERNOn

S  T  A  T  15 O  r  A  I. A  S  IC A
O F F I C E  O F  T H E  G O V E R N O R  

t J U  N  K  A  I I

J a n u a r y  9 ,  1 9 8 9

T h e  H o n o r a b l e  T i m  K e l l y  
P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  S e n a t o r  K e l l y :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  a  b i l l  r e l a t i n g  t o  t h e  
e x e m p t i o n s  f r o m  t h e  s a l m o n  e n h a n c e m e n t  t a x  i m p o s e d  b y  
A S  4 3 . 7 6  . T h i s  b i l l  i s  d e s i g n e d  t o  c l a r i f y  a n  a m b i g u i t y  
c r e a t e d  t h r o u g h  t h e  e n a c t m e n t  l a s t  s e s s i o n  o f  A S  4 3 . 7 6 . 0 3 5 .

B e f o r e  t h e  1 9 8 8  l e g i s l a t i o n  w a s  e n a c t e d ,  t h e  p r a c t i c e  o f  t h e  
D e p a r t m e n t  o f  R e v e n u e ,  i n  i n t e r p r e t i n g  A S  4 3 . 7 6 ,  w a s  t o  
e x e m p t  f r o m  t h e  s a l m o n  e n h a n c e m e n t  t a x  s a l m o n  h a r v e s t e d  
u n d e r  a l l  s p e c i a l  h a r v e s t  a r e a  p e r m i t s  i s s u e d  t o  h a t c h e r i e s  
u n d e r  A S  1 6 . 4 3 . 4 0 0 .  T h i s  p r a c t i c e  e x e m p t e d  b o t h  r e g i o n a l  
a n d  n o n r e g i o n a l  p r i v a t e ,  n o n p r o f i t  h a t c h e r i e s ,  o n  t h e  b a s i s  
t h a t  t h e  t a x  i s  i n t e n d e d ,  f o r  t h e  m o s t  p a r t ,  t o  b e n e f i t  t h e  
s t a t e ' s  h a t c h e r y  p r o g r a m .

L a s t  y e a r ' s  A S  4 3 . 7 6 . 0 3 5 ,  h o w e v e r ,  c o d i f i e d  t h e  e x e m p t i o n  
o n l y  f o r  r e g i o n a l  a q u a c u l t u r e  a s s o c i a t i o n s .  T h u s ,  b y  
i m p l i c a t i o n ,  t h a t  s t a t u t e  c o u l d  b e  i n t e r p r e t e d  t o  r e p e a l  t h e  
e x e m p t i o n  f o r  t h o s e  p r i v a t e ,  n o n p r o f i t  h a t c h e r i e s  t h a t  a r e  
n o t  r u n  b y  r e g i o n a l  a q u a c u l t u r e  a s s o c i a t i o n s ,  t h e r e b y  
i m p o s i n g  a  n e w  t a x  b u r d e n  o f  t w o '  o r  t h r e e  p e r c e n t  o n  t h o s e  
h a t c h e r i e s .  T h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l ­
o p m e n t  h a s  i n d i c a t e d  t h a t  t h i s  a d d e d  t a x  b u r d e n ,  i f  i m p o s e d ,  
m i g h t  a f f e c t  t h e  a b i l i t y  o f  t h e s e  h a t c h e r i e s  t o  m e e t  f u t u r e  
l o a n  p a y m e n t s .

We f i r m l y  b e l i e v e  t h a t  i t  w a s  n o t  t h e  i n t e n t  o f  t h e  l e g i s ­
l a t u r e ,  i n  p a s s i n g  A S  4 3 . 7 6 . 0 3 5 .  t o  l i m i t  t h e  e x e m p t i o n ,  a n d  
t h i s  b i l l  w i l l  c l a r i f y  t h a t  t r f ie  p x e m p t i o n  a p p l i e s  t o  a l l  
h a t c h e r i e s  i n  t h e  s t a t e ' s  h a t c h e r y  p r o ^ r & m .  I  u r g e  y o u r  
s u p p o r t  o f  t h i s  m e a s u r e .  /  / / -  \

\  p l i ? c e r e / y / \  ft

C o w f S e r
i v e r n o r
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STATE OF ALASKA 
No. 21989 LEG ISLAT IVE  SESSION

REQUEST:

B I L L  VERSION: 
PUBLISH DATE:

SB 84 (a)
1/9/89

FISCAL  NOTE

R e v i s i o n  D a t e : O c to b e r  25. 1988_________
M t l e : Salmon Enhancement Tax: Ha t che ry
Exempt ion .  ________________
Sponsor :  k u l e s  C o m m i t t e e  ~
R eq u es to r  g o v e r n o r

Agency A f f e c t e d  :R e y e n y e _ _ _  
BRU:Income and E x c i s e  Aud i t

Components:

EXPENDITURES/REVENUES: (Thousands o f  D o l l a r s )
1 1 FY 89 1 FY 90 1 FY 91 1 FY 92 ( FY 93 1 FY 94
1 OPERATING 1 1 1 i 1 1
| PERSONAL SERVICES | | - 0 - | -0 - | -0 - | -0 - | -0 -
| TRAVEL | | - 0 - | - 0 - | -0 - | -0 - | -0 -
| CONTRACTUAL | | -0 - | -0 - | -0 - | -0 - | -0 -
| SUPPLIES | | - 0 - | - 0 - | -0 - | -0 - | -0 -
| EQUIPMENT | | - 0 - | - 0 - | -0 - | -0 - | -0 -
| LANDS & STRUCTURES | | - 0 - | - 0 - | -0 - | -0- | -0 -
| GRANTS, CLAIMS | | - 0 - | -0 - | -0 - | -0 - | -0 -
1 MISCELLANEOUS 1 | - 0 - | - 0 - | -0 - | -0 - | -0 -
i TOTAL OPERATING 1 | - 0 - | - 0 - | - 0 - | -0 - | -0 -

1 CAPITAL  1 | - 0 - | - 0 - | -0 - | -0 - | -0 -

1 REVENUE 1 | - 0 - | - 0 - | -0 - | -0 - | - 0 -

FUNDING: ( Thousands  o f  D o l l a r s )
| GENERAL FUND | | -0 - | -0 - | -0 - | -0 - | -0 -
| FEDERAL FUNDS | | - 0 - | - 0 - | -0 - | -0 - | -0 -
| OTHER I | - 0 - | - 0 - | -0 - | -0 - | -0 -
1 TOTAL 1 | - 0 - | - 0 - | -0 - | -0 - | - 0 -

POSITIONS:
| FULL-T IME | | - 0 - | - 0 - | -0 - | -0 - | - 0 -
| PART-TIME | | - 0 - | - 0 - | -0 - | -0 - | -0 -
1 TEMPORARY 1 | - 0 - | - 0 - | - 0 - | -0 - | - 0 -

ANALYSIS: See  a t ta ch ed  a n a l y s i s .

Prepared By: S teven  E. K e t t e l > ^ / 4 f  C  ' ^  Phone: (9071 465-2320 
D i v i s i o n :  Income and E x c i s e  Aud i t_____________,_______/■’ Date:  O c to b e r  25. 1988

r ^  / '  (’ ■ C
Approved by Commiss ioner :  Hugh Ha lone ' .• Date:  O c to b e r  25. 1988
Agency :  Department o f  Revenue ______ '______________

D i s t r i b u t i o n  ( b y  p r e p a r e r ) :
L e g i s l a t i v e  F inance  
L e g i s l a t i v e  Sponsor 
R equ es to r
O f f i c e  o f  Management and Budget
Impacted Agency(les) page / of A



R s v e n u e  F i s c a l  N o t e  1 / 9 / 8 9
p a g e  2 o f  2

Prepared by: S teven  E. K e t t e l  
D i r e c t o r ,  Income & E x c i s e  A ud i t  
O c to be r  25, 1908

A n a l y s i s :

The proposed l e g i s l a t i o n  exempts a l l  p r i v a t e  n o n p r o f i t  h a t c h e r i e s  
f rom salmon enhancement t a x  l i a b i l i t y .  The b i l l  1s n e ce s sa ry  t o  c o r r e c t  
an a m b ig u i t y  that  was c r e a t e d  through the enac tment  l a s t  year o f  AS 
4 3 .76 .035 .  P r i o r  t o  en a c tm en t  o f  S e c t i o n  035, th e  Department p r a c t i c e  
was t o  exempt a l l  salmon h a r v e s t e d  under a l l  s p e c i a l  h a r ve s t  pe rm i ts  
I s su ed  under  AS 16.43.400. T h i s  exempted both  r e g io n a l  and n onreg lona l  
p r i v a t e ,  n o n p r o f i t  h a t c h e r i e s .  S e c t i o n  .035 however ,  c o d i f i e d  th e  
exempt ion  on ly  f o r  r e g i o n a l  a q u a c u l t u r e  a s s o c i a t i o n s ,  and co u ld  be 
c o n s t r u e d  t o  repeal t h e  exempt ion  f o r  p r i v a t e  n o n p r o f i t  h a t c h e r i e s .  T h i s  
l e g i s l a t i o n  expands the  exempt ion  to  c o v e r  p r i v a t e  n o n p r o f i t  h a t c h e r i e s .



N o . 2
STATE OF ALASKA

1989 LEGISLATIVE SESSION
B ILL  V ER S IO N :
PUBL ISH  D A TE :

SB 86 (b)
1/9/89

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

Revision D a te :_____________________  _
T i t l e : E x e m p t i o n  o f  h a t c h e r i e s
f r o m  s a l m o n  e n h a n c e m e n t  t a x  

Sponsor: R u l e s  C o m m i t t e e  
Requestor: G o v e r n o r

Agency Affected:« 
BRU :___ £RED.

D e p t .  F i s h  a n d  G a m e

Components

EXPENDITURES/REVENUES: (ThousandsofDoUarj)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

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

C A P IT A L

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
crmER 
TOTAL

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

D r .  B r i a n  A l l e e ,  D i r e c t o r  Prepared by: ___________  —
Division: F R E D

Approved by Commissioner: _______ _________________
Agency: D e p a r t m e n t  o f  F i s h  a n d  G a m e

Distribution (by preparer): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

Phone: 4 6 5 - 4160,
i w  1 0 / 1 9 / 8 8

-  I W  1 0 / 1 9 / 8 8
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s e n ® ® [ C i p M M E D T B B :  R E P O R T
■ . ..  .

B f l f e
£ ‘!' F I N A N C E
S i  A  ■ ••• ^  -

DATE TURNED INTO OFFICE

FIRST COMMITTEE OF PKFttPPR
- - V f .... *sC"-’ '.j® •

Date of 5-DAY NOTICE 
IN ACCORDANCE WITH UNIFdRM 'RULE 23

**FISCAL NOTE(S) MUST BE ATTACHED ̂  ,
IN ACCORDANCE WITH AS 24.08.035

1/9/89 

Mr. President

R E S O U R C E S

ident: . " ' " ^ i  r: % .

"  Co^ittea c o n W ! i ^ # i %

c o m p e n s a t i o n  f o r ,  p e n a l t i e s  a g a i n s t ,  a n d  p r o c e e d s f e e s , f o r m s ,  a n d  
r e p o r t s  t r a n s m i t t e d  b y  a g e n t s  w h o  s e l l  6 r '  c b l ! I e c t r - ; f e e s  f o r  c e r t a i n  
l i c e n s e s ,  t a g s ,  a n d  p e r m i t s ;  a n d  p r o v i d i n g  ^ f o ^ ;a n ^ e f f e c t i v e  d a t e .

'   •• ' •'
and recommended:

replace with CS ?+

* ,v\ *
[ ] attached amendment(s)

same title 
““y new title

[v] do pass

■y.̂ /.VV ̂

•- 3  ̂new titl
nt(s) ;and . .
•**r '   ' ■

[ ] do not pass

[ ] ..no recommendation

[ ] individual . j

[ ] further referral to  ̂~ . V;.-. ‘

FISCAL NOTE(S) attached [ ] zero fiscal 'impact' ' 7 ....
[ ] appropriation no FN attached ;?*s [ 1 Gov.. ENjintroduced w/ bill

■ ,v .. v •: :
IMBERS SIGNING DO PASS - A N OTHER RRttOMMENDATTONS

O' ;

• *U%

tsXOy' : ^ * '

•;. .  .. .
Vh^iS&l ....

•* •••

[ ] C o m m i t t e e  b a c k u p  a t t a c h e d



LEGISLATIVE AFFAIRS AG ENC Y

M E M O R A N D U M  J a n u a r y  12, 1989

S U B J E C T :  T i t l e  o f  S e n a t e  B i l l  96

TO: S e n a t o r  B e t t y e  F a h r e n k a m p
S e n a t e  R e s o u r c e s  C o m m i t t e e

F R O M :  G e o r g e  U t e r m o h l e # £ {
L e g i s l a t i v e  Courfsel

S e n a t e  B i l l  96, i n t r o d u c e d  b y  t h e  G o v e r n o r ,  h a s  b e e n  

r e f e r r e d  to y o u r  c o m m i t t e e .

T h e  b i l l  r e l a t e s  to a g e n t s  w h o  s e l l  o r  c o l l e c t  f e e s  f o r  c e r­
t a i n  f i s h  a n d  g a m e  l i c e n s e s ,  tags, a n d  p e r m i t s .

A m o n g  t h e  t h i n g s  t h e  b i l l  d o e s  is to a m e n d  A S  1 6 . 0 5 . 4 6 0  b y  
r e p e a l i n g  the r e s p o n s i b i l i t i e s  o f  t h e s e  a g e n t s  to a s s i s t  
a p p l i c a n t s  i n  the c o m p l e t i o n  o f  a n n u a l  a p p l i c a t i o n  o r  r e n e w ­
al f o r m s  f o r  i n t e r i m - u s e  a n d  l i m i t e d  e n t r y  p e r m i t s .  T h i s  
c h a n g e  i n  the d u t i e s  o f  t h e  a g e n t s  is n o t  e x p r e s s e d  in the 
t i t l e  o f  the b i l l .  U n d e r  A r t i c l e  II, s e c t i o n  13 o f  the 
A l a s k a  C o n s t i t u t i o n  the s u b j e c t  o f  a b i l l  m u s t  b e  e x p r e s s e d  

in t h e  b i l l  title.

7T h e  d e f e c t  i n  the b i l l  t i t l e  m a y  b e  c u r e d  b y  i n s e r t i n g  the 
w o r d s  " d u t i e s  o f , "  o n  p a g e  1, l i n e  7, f o l l o w i n g  " a g a i n s t , " .

A l s o ,  o n  p a g e  2, l i n e s  16 - 17, t h e  b i l l  a t t e m p t s  to a m e n d  
the c a t c h l i n e  f o r  A S  1 6 . 0 5 . 4 7 0  i n  a b i l l  s e c t i o n  t h a t  d o e s  
n o t  set o u t  t h e  f u l l  s e c t i o n .  T h i s  is n o t  c o n s i s t e n t  w i t h  
l e g i s l a t i v e  d r a f t i n g  s t y l e ;  the c a t c h l i n e  l i n e  s h o u l d  b e  
d e l e t e d .  A n y  a m e n d m e n t  o f  a c a t c h l i n e  t h a t  s h o u l d  b e  m a d e  
as t h e  r e s u l t  of a n  a m e n d m e n t  o f  a s t a t u t e  w i l l  b e  d o n e  
e d i t o r i a l l y  b y  the R e v i s o r  o f  S t a t u t e s  w h e n  t h e  A l a s k a  
S t a t u t e s  a r e  u p d a t e d  f o l l o w i n g  t h e  s e s s i o n .

If I m a y  b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  a d v i s e .

GU: k b  

w k k 1 / 0 2 8

i ¥



STATE OF ALASKA
OFFICE O F  THE GOVERNOR

BILL ANALYSIS
DEPARTMENT OIVISJON

F i3h  a n d  Game A d m i n i s t r a t i o n
BILL NUMBER SPONSOR

HB 76/SB 96 R u l e s
DKJRT TITLE CF 3HL

"An a c t  r e l a t i n g  t o  c o m o e n 3 a t i o n  f o r ,  p e n a l t i e s  a g a i n s t ,  p r o c e e d s . . . "
DEPARTMENT p o s i t i o n

Recommend f o r  a p p r o v a l .
t, *

PAtPAREO 0ATE

D o u a l a s  S .  Hanon  ---  03-03-89
COMjJ iS jJ lONEA 5 S l C W J t a E  A  I DATE

"  ---------------------  ' • /  i
S U M M A R Y

OTHER AGENCIES  a f f e c t e d  b y  b i l l

1

CONST ITUENT OROUPTS* AFFECTED  BY BILL

o r g a n i z a t i o n a l  s u p p o r t  f o r  b i l l ORGANIZATIONAL  OPPOSITION TO BILL

! FISCAL IMPACT: N O N E  , 3  FISCAL NOTE ATTACHED

BACKGROUND/LEGISLATIVE INTENT

I
j
i

i ANALYSIS  OF BILL/PROGRAM EFFECTS

C h a n g e s  i n  t h e  p r o p o s e d  b i l l  a l l o w  t h e  d e p a r t m e n t  t o  e n h a n c e  t h e  r e v e n u e  c o l l e c t i o n  a n d  
s t a t i s t i c a l l y  d a t a  g a t h e r i n g  a s p e c t s  o f  t h e  l i c e n s i n g  s y s t e m  b y  p r o v i d i n g  p e n a l t i e s  
f o r  l a t e  f i l i n g  o f  r e q u i r e d  r e p o r t s  a n d  p a s t  d u e  a c c o u n t s  a n d  p e r m i t t i n g  t a i l o r i n g  o f  
v e n d o r  c o n t r a c t s  t o  s p e c i f i c  v e n d o r  s i t u a t i o n s .  Th e  b i l l  a l s o  e l i m i n a t e s  min imum 

I v e n d o r  c o m m i s s i o n  p a y m e n t  r e s t r i c t i o n s ,  a l l o w i n g  t h e  d e p a r t m e n t  t o  i s s u e  v e n d o r  c o m p e n s a t i o n  
p a y m e n t s  i n  a m o u n t s  t h a t  a r e  l e s s  t h a n  f i f t y  d o l l a r s  ($50.00) .

AMENDMENTS p r o p o s e o

II

P L E A S E  A T T A C H  A  S E P AR ATE  S H E E T  FOR  A D O fH O N A L  C O M M E N T S  OR  A N A L Y S IS .

Ot-OCS ;3sv. 12/83)



STATE OF ALASKA
1989 LEGISLATIVE SESSION

BELL VERSION : C S S 3  9 6
PUBLISH DATE : 0 3 / 0 9 / 8 9

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

Revision Dale: 0 3/15/89_________________  Agency Affected: F i s h  ar.d Game_______
T itle : "A n  A c t  r e l a t i n g  t o_________  RRn- A d m i n i s t r a t i o n  ar.d S u ppo rt

co m p en sa tio n  f o r . . . " ____________ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
Sponsor: R u l e s ,  G o v e r n o r _____________  Components • Adm i n i sr.rs c i v e  Se r v  i c e s
Requestor: S e n a t e  Re so u rc es __________ ______________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS  : (Attach a separate page if necessary)

'  -  '■ ^

Prepared by:  ^ e v e r  1 v_Reaume ,  Phone:.^ .-4120______
Division : A d m in is t r a t io n .  /  / ,  '  Date : 0 3/15/9 9______

Approved by Commissioner: 6  v  . 2 / / A  _____ _
Ap-nry: F i s h  and Game__________________________ / /  j  7

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office o f Management and Budget I J
Impacted Agency(ies) P ^ c ------ — ------



BASiS Journal Text 

04/14/89 SENATE JOURNAL PAGE 1245

CS FOR SENATE BILL NO. 96 (Resources) was read the second 
time.

Senator Halford offered Amendment No. 1:

Selection=> 
PF1 PF2 
HELP 
BASIS

04/14/89

Page 1, line 6: Delete "compensation for,"

Page 1, lines 7 - 8: Delete ", duties of, and
proceeds, fees, forms, and reports transmitted by"

Insert "and duties of"

Page 1, line 9: After "permits;"

Insert "requiring reports and proceeds to be

PF9FF3 PTT~ 
EXIT MENU 

Journal Text

PF5 PF6 PF7 
PRINT BWD

PF8
FWD

PF10 PF11 PF12
FIRST LAST QUIT

SENATE JOURNAL 
received before compensation is paid to agents who 
sell certain licenses, tags, and permits; 
repealing the duties of and compensation for 
agents wno assist in completing forms for interim- 
use and entry permits;"

PAGE 1245 4  /

Senator Halford moved and asked unanimous consent for the 
adoption of Amendment No. 1. Without objection, Amendment 
No. 1 was adopted.

04/14/89

1246

SB 96 cont'd

SENATE JOURNAL 
SENATE JOURNAL

Selection=>
PF1 PF2 TFT" 
HELP EXIT

PF4
MENU

PFb TF5 PT7 
PRINT BWD

PF8
FWD

PAGE 1246 

April 14, 1989

PF9 PF10 PF11 PF12 
FIRST LAST QUIT

I



Bill/Resolution History 09:58 AM 04/17/89 Page 1
BILL: SB 96
NAME: CSSB 96(RES)(TITLE AM)

"An Act relating to penalties against and duties of 
agents who sell or collect fees for certain licenses, 
tags, and permits; requiring reports and proceeds to 
be received before compensation is paid to agents who 
sell certain licenses, tags, and permits; repealing 
the duties of and compensation for agents who assist 
ih completing forms for interim-use and entry 
permits; and providing for an effective date."

PRIME .SPONSOR: RULES
BY REQUEST OF THE GOVERNOR

CURRENT STATUS: PASSD(S) RECON NTCE STATUS DATE: 04/14/89

Selections 
PF1 PF2 TF3 
HELP EXIT
SB 96

Jrn-Date
1 01/09/89
2 01/09/89
3 01/09/89
4 01/09/89
5 03/09/89
6 03/09/89
7 03/17/89
8 04/14/89
9 04/12/89
10 04/12/89
11 04/14/89
12 04/14/89
13 04/14/89
14 04/14/89
15 04/14/89
16 04/14/89
17 04/14/89
18 04/14/89 

Selections
PF1 PF2 ~FF3 
HELP EXIT
SB 96

jrn-Date
1 04/14/89
2 04/14/89

PF10 PF11 PF12 
FIRST LAST QUIT 

Page 2 of 3

TF5 PF5 PF5 PF7 PFB PF9
MENU TEXT PRINT BWD FWD

Bill/Resolution Floor Action 
Current Status: PASSD(S) RECON NTCE 

Act i on
READ THE FIRST TIME - REFERRAL(S)
RES, THEN FINANCE 
GOVERNOR'S TRANSMITTAL LETTER 
2 ZERO FN PUBLISHEDCF&G, REV)
RES RPT CS 4DP 2NR NEW TITLE 
ZERO FN TO CS PUBLISHED (F&G)
ZERO FN TO CS PUBLISHED (F&G)
ZERO FN TO CS PUBLISHED (REV)
FIN RPT 4DP 2NR (RES)CS 
PREVIOUS ZERO FISCAL NOTES (F&G)
RULES TO CALENDAR 
READ THE SECOND TIME 
RES CS ADOPTED UNAN CONSENT 
AM NO 1 MOVED BY HALFORD
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O f f e r e d :  3 / 9 / 8 9
R e f e r r e d :  F i n a n c e

$ O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

IN THE SENATE1

2

3

4

5

6

7

8 

9

10
received before compensation is paid to agents who 

11 BE IT  ENACTED BY THE LEGISLATURE OF THE ST. sell certain licenses, tags, and permits;
repealing the duties of and compensation for

,, „ \ • . agents who assist in completing forms for interim-
■{ S e ctio n  1, AS 16 . 05 . 390 ( c )  is  amendei use and entry permits;"

BY THE RESOURCES COMMITTEE 
CS FOR SENATE BILL NO. 96 ( R e s o u r c e s )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION 

A BILL

F o r  an  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  / c o m p e n s a t i o n  f o r j  p e n a l t i e s
sa g a i n s t ,  d u t i e s  o f ,  a n d  p r o c e e d s ,  , f e e s ,  f o rm s ,  a nd  
*- -i KV\d dUXLA. )

r e p o r t s  t r a n s m i t t e d  b y l a g e n t s  who s e l l  o r  c o l l e c t

f e e s  f o r  c e r t a i n  l i c e n s e s ,  t a g s ,  a nd  p e r m i t s ;  ___
fy'OCJLOjL* iv> h o ^ , £  ,

p r o v i d i n g  f o r  a n  eff°<~*" ivp d a t e . "

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

26

27

28 

29

(c) On Ma rch  31, J u n e  30, S e p t e m b e r  j u , a n a  D e c em be r  31 o f  e a c h  

y e a r  t h e  c o m m i s s i o n e r  [OF REVENUE] s h a l l  c a l c u l a t e  t h e  c o m p e n s a t i o n  

e a r n e d  by a n  a g e n t  u n d e r  (a)(2) o f  t h i s  s e c t i o n , m i n u s  t h e  p e n a l t i e s  

a s s e s s e d  u n d e r  (g) o f  t h i s  s e c t i o n . I f  t h e  c o m p e n s a t i o n  d u e  e x c e e d s  

$50, t h e  c o m m i s s i o n e r  s h a l l  p ay  t h e  c o m p e n s a t i o n  n o t  l a t e r  t h a n  30 

d a y s  a f t e r  t h e  d a t e  f o r  w h i c h  t h e  c o m p e n s a t i o n  was c a l c u l a t e d .  I f  t h e  

c o m p e n s a t i o n  d u e  i s  $50 o r  l e s s ,  t h e  c o m m i s s i o n e r  s h a l l  p a y  t h e  com­

p e n s a t i o n  n o t  l a t e r  t h a n  J a n u a r y  30 o f  t h e  y e a r  f o l l o w i n g  t h e  y e a r  i n  

w h i c h  t h e  c o m p e n s a t i o n  was e a r n e d .  The c o m m i s s i o n e r  s h a l l  p a y  c ompen ­

s a t i o n  [ IN AN AMOUNT EXCEEDING $50] o n l y  f o r  s a l e s  o f  l i c e n s e s  o r  t a g s  

f o r  w h i c h  t h e  c o m m i s s i o n e r  h a s  r e c e i v e d  t h e  r e p o r t  a nd  p r o c e e d s  

r e q u i r e d  t o  be t r a n s m i t t e d  u n d e r  (b) o f  t h i s  s e c t i o n .

S e c .  2. AS 16.05.390 i s  amended  by  a d d i n g  new s u b s e c t i o n s  t o  r e a d :

(f)  P r o c e e d s  a n d  r e p o r t s  u n d e r  (b) o f  t h i s  s e c t i o n  s h a l l  b e  

t r a n s m i t t e d  t o  t h e  c o m m i s s i o n e r  b y  t h e  l a s t  d a y  o f  t h e  m on t h  f o l l o w i n g  

t h e  m on th  i n  wh ic l i  t h e  l i c e n s e s  a n d  t a g s  a r e  s o l d ,  u n l e s s  a n  a l t e r n a ­

t i v e  r e p o r t i n g  s c h e d u l e  h a s  b e e n  e s t a b l i s h e d  by  c o n t r a c t .

SB 00 96 b •1- C S S B  96 ( a ' s )



(g)  T h e  c o m m i s s i o n e r  may a s s e s s  a  p e n a l t y  a g a i n s t  a n  a g e n t  who 

d o e s  n o t  t r a n s m i t  p r o c e e d s  w i t h i n  t h e  t i m e  a l l o w e d  u n d e r  ( f )  o f  t h i s  

s e c t i o n .  T h e  p e n a l t y  i s  e q u a l  t o  o n e  a n d  o n e - h a l f  p e r c e n t  o f  t h e  

a m o u n t  o f  p r o c e e d s  d u e .  T h e  p e n a l t y  may b e  a s s e s s e d  f o r  e a c h  m o n t h  o r  

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

t h i s  s u b s e c t i o n  s h a l l  b e  w i t h h e l d  f r o m  t h e  a g e n t ’ s  c o m p e n s a t i o n  u n d e r  

( a ) ( 2 )  o f  t h i s  s e c t i o n .

S e c .  3. AS 1 6 . 0 5 . 4 6 0  i s  a m e n d e d  t o  r e a d :

S e c .  1 6 . 0 5 .4 6 0 .  COMMISSIONER [OF REVENUE] MAY APPOINT AGENTS. 

T h e  c o m m i s s i o n e r  [OF REVENUE] may  a p p o i n t  q u a l i f i e d  p e r s o n s  a s  a g e n t s  

t o  r e c e i v e  a p p l i c a t i o n s ,  i s s u e  l i c e n s e s ,  a n d  c o l l e c t  l i c e n s e  f e e s  

u n d e r  AS 1 6 . 0 5 .4 4 0  - 1 6 .0 5 .4 8 0  [ ,  AND TO A SS IST  IN  THE COMPLETION OF 

ANNUAL APPLICATION OR RENEWAL FORMS FOR INTERIM-USE PERMITS AND ENTRY 

PERMITS ISSUED UNDER AS 1 6 . 4 3 ] .

S e c .  4 .  AS 1 6 . 0 5 . 4 7 0  i s  a m e n d e d  b y  a d d i n g  n ew  s u b s e c t i o n s  t o  r e a d :

(c)  F o rm s  a n d  f e e s  u n d e r  (a)  o f  t h i s  s e c t i o n  s h a l l  b e  t r a n s m i t ­

t e d  t o  t h e  c o m m i s s i o n e r  b y  t h e  l a s t  d a y  o f  t h e  m o n t h  f o l l o w i n g  t h e  

m o n t h  i n  w h i c h  t h e  f e e s  a r e  c o l l e c t e d .  T h e  c o m m i s s i o n e r  may  g r a n t  a n  

e x t e n s i o n  o f  n o t  m o r e  t h a n  30 d a y s  i f  t h e  a g e n t  e s t a b l i s h e s  t h a t

(1) f a i l u r e  t o  g r a n t  a n  e x t e n s i o n  w o u l d  i m p o s e  a n  e x c e s s i v e  

f i n a n c i a l  h a r d s h i p  o n  t h e  a g e n t ;

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

i n g  t h e  a m o u n t  t h a t  t h e  a g e n t  i s  a u t h o r i z e d  t o  r e t a i n ,  t o t a l s  l e s s  

t h a n  $1 ,000 ;  a n d

(3) t h e  c u m u l a t i v e  a m o u n t  o f  f e e s  d u e  f r o m  t h e  a g e n t ,  

i n c l u d i n g  t h e  f e e s  d u e  f o r  t h e  c u r r e n t  p e r i o d ,  d o e s  n o t  e x c e e d  $ 1 ,0 00 .

(d) T h e  c o m m i s s i o n e r  may a s s e s s  a  p e n a l t y  a g a i n s t  a n  a g e n t  who 

d o e s  n o t  t r a n s m i t  f e e s  w i t h i n  t h e  t i m e  a l l o w e d  u n d e r  ( c )  o f  t h i s  

s e c t i o n .  T h e  p e n a l t y  i s  e q u a l  t o  o n e  a n d  o n e - h a l f  p e r c e n t  o f  t h e

96(Res) - I - SB0096b



1 a m o u n t  o f  f e e s  d u e .  T h e  p e n a l t y  may b e  a s s e s s e d  f o r  e a c h  m o n t h  o r

2 p o r t i o n  o f  a  m o n t h  t h a t  t h e  f e e s  a r e  d e l i n q u e n t .

3 *  S e c .  5. AS 1 6 . 0 5 .4 7 0 ( b )  i s  r e p e a l e d .

/* *  S e c .  6.  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  AS 0 1 . 1 0 . 0 7 0 ( c ) .

SB0096b -3- CSSB 96(Res)



STATE OF ALASKA
LEGISLATIVE SESSION

BILL VERSION:
PUBLISH DATE:

CS / SB 96 RES

■ 3/9L&9________

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

Revision Date  03/03/89
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Spon so r  : R u l e s ______________________________  _ _ _
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BRU:  __________________

Requestor: S t e v e  C o w o e r
Components

EXPENDITURES/REVENUES: (Thousands of Dollan)

OPERATING FY 89 FY 90 FY  91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A  STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

T O T A L  OPERATING 0 0 0 0 0 0

CAPITAL |

REVENUE

FUNDING: (Thousands of Pollan)

GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL 0 0 0 0 ’ n 0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

See Bill Analysis.
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The actual legislation proposed by the Governor does the
following:

1. Transfers administration of the program from the Department 
of Revenue to the Department of Fish and Game.

2. Allows for tailoring vendor contracts to specific vendors 
to allow flexibility in relieving small vendors of monthly 
reporting.

3. Allows for assessment of penalties for vendors who fail to 
report according to their contractual schedules.
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STATE OF ALASKA
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BILL VERSION:
PUBLISH DATE:

CSSB 96

4 / 1 3 / 8 9

(RES)

( b )

REQUEST:
FISCAL NOTE

R e v i s i o n  Oa te :_____________________________
Ti t l e : "An Act transferring Issuance of 

fishing, hunting, trapping licenses... 

S p o n s o r : R u l s s  C o m m i t t e e  

Requestor:

Agency A f fec ted :Revenue_
ORU:Income and Exc ise A u d i t

Components: .

EXPENDITURES/REVENUES: (Thousands o f D o l l a r s )
1 J_ FY 89 ! FY 90 1 FY 91 1 FY 92 I FY 93 1 FY 94
1 OPERATING I 1 1 1 I 1
| PERSONAL SERVICES i - 1 - 1 - 1 - 1 - 1 -
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1 MISCELLANEOUS | - i - ! - 1 - 1 — 1 -
1 TOTAL OPERATING 1 — 1 - 1 - 1 - 1 - 1 -

1 CAPITAL 1 - I - 1 - 1 -  . 1 - 1 -

1 REVENUE 1 - 1 - 1 - 1 - 1 - 1 -

FUNOING: ( ln ou sands o f D o l l a r s )
I GENERAL FUND 1 - 1 - 1 - 1 1 - 1 -
| FEDERAL FJNDS I mm 1 - 1 - 1 - 1 - 1 -
| OTHER s - 1 - 1 - - 1 - 1 -
1 TOTAL 1 

POSITIONS:

1 - 1 - 1 - 1 1 -

FULL-TIME 
1 PART-TIME 
! TEMPORARY

ANALYSIS:

P repa red By: S teven E. K e t t e l
D i v i s i o n :  Income and Exc i s e A u d i t

App roved by Comm iss ione r : Hugh Malo. 
Agency : Depa r tmen t o f Revenue"

D i s t r i b u t i o n  (b y p r e p a r e r ) :  
L e g i s l a t i v e  F inance 
L e g i s l a t i v e  Sponsor 
Reques to r
O f f i c e  o f  Management and Budget 
Impac ted A g e n c y ( l e s )

Phone: (9071 465-2320 
Date: December 19. 1988

_ ^r{ Oat e :  December 19. 1988



STATE OF ALASKA
1989 LEGISLATIVE SESSION

BILL VERSION:

PUBLISH DATE:

C S S B  9 6  (RES) (

3/17/89

R E Q U E S T :
F I S C A L  N O T E

Revision Dale: 0 3 / 1 5 / 8 9
Title: "An A c t  r e l a t i n g  t o

Fish a n d  G a m e

compensation Cor.

Agency Affected:
B R U : -_Admi ni.st ra t i o n and S u D c c r t
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PERSONAL SERVICES
TRAVEL
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TOTAL
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PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

< ss-

Freparedby: B'everly Reaume—  _ _ __ Phone: 465  ̂1 -0 . .—
Division : Administration . / > Date: n V 1-?/,8̂ ------

Approved by Commissioner:
Agency: __Fj-_s_h_arid_ Garns f_____  / j

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget { |
Impacted Agency(ies) page — 1—  of



J a n u a r y  9 ,  1 9 8 9

S B  9 6

S E N A T E  J O U R N A L p .  4 7

S E N A T E  B I L L  NO. 96 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  o f  t h e  
G o v e r n o r ,  e n t i t l e d :

" A n  A c t  r e l a t i n g  to  c o m p e n s a t i o n  for, p e n a l t i e s  
a g a i n s t ,  a n d  p r o c e e d s ,  fees, forms, a n d  r e p o r t s  
t r a n s m i t t e d  b y  a g e n t s  w h o  s e l l  o r  c o l l e c t  f e e s  f o r  
c e r t a i n  l i c e n s e s ,  t a g s ,  a n d  p e r m i t s ;  a n d  p r o v i d i n g  
f o r  an  e f f e c t i v e  d a t e . "

w a s  r e a d  t h e  f i r s t  t i m e  a n d  r e f e r r e d  t o  t h e  R e s o u r c e s  
C o m m i t t e e  a n d  t h e  F i n a n c e  C o m m i t t e e .

Z e r o  f i s c a l  n o t e s  p u b l i s h e d  t o d a y  f r o m  D e p a r t m e n t  o f  F i s h  
a n d  G a m e  a n d  t h e  D e p a r t m e n t  o f  R e v e n u e .

D e a r  S e n a t o r  K e l l y :

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 23, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I am  t r a n s m i t t i n g  E x e c u t i v e  O r d e r  No. 73, 
t r a n s f e r r i n g  t h e  f u n c t i o n s  o f  i s s u i n g  f i s h i n g ,  h u n t i n g ,  a n d  
t r a p p i n g  l i c e n s e s ,  tags, a n d  i d e n t i f i c a t i o n  c a r d s  f r o m  t h e  
D e p a r t m e n t  o f  R e v e n u e  t o  t h e  D e p a r t m e n t  o f  F i s h  a n d  G a m e .

A l s o ,  u n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  
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 r e l a t e d  b i l l  t h a t  
w o u l d  m a k e  s o m e  c h a n g e s  a n d  a d d i t i o n s  t o  A S  1 6 . 0 5 . 3 9 0 ,  
1 6 . 0 5 . 4 6 0 ,  a n d  1 6 . 0 5 . 4 7 0 ,  c o n c e r n i n g  a g e n t s  a p p o i n t e d  t o  
s e r v e  a s  p r i v a t e  l i c e n s e  v e n d o r s .

T h e  E x e c u t i v e  O r d e r  w i l l  m a k e  t h e  o p e r a t i o n  of  s t a t e  
g o v e r n m e n t  m o r e  e f f i c i e n t  b e c a u s e  t h e  t r a n s f e r  o f  t h e  f i s h  
a n d  g a m e  l i c e n s i n g  f u n c t i o n  p l a c e s  t h a t  f u n c t i o n  i n  t h e  
d e p a r t m e n t  t h a t  i s  r e s p o n s i b l e  f o r  t h e  r e s o u r c e  m a n a g e m e n t  
p r o g r a m s  t h a t  a r e  p a r t i a l l y  f u n d e d  b y  t h e  l i c e n s e  r e v e n u e .  
A l s o ,  t h a t  d e p a r t m e n t ,  t h e  D e p a r t m e n t  o f  F i s h  a n d  G a me, c a n  
m o r e  e f f i c i e n t l y  g a t h e r  t h e  m o s t  a p p r o p r i a t e  i n f o r m a t i o n  
d u r i n g  t h e  l i c e n s e  i s s u a n c e  p r o c e s s  t o  a s s i s t  i n  i t s  
m a n a g e m e n t  f u n c t i o n s .  T h e  t r a n s f e r  w i l l  r e d u c e  t h e  n u m b e r  
o f d e p a r t m e n t s  a n  i n d i v i d u a l  m u s t  c o n t a c t  i f  t h e  i n d i v i d u a l  
i n t e n d s  t o  t a k e  f i s h  o r  g a m e .  A t  t h e  s a m e  t i m e ,  b e c a u s e  t h e  
D e p a r t m e n t  o f  F i s h  a n d  G a m e  h a s  m o r e  f i e l d  o f f i c e s  t h a n  d o e s  
t h e  D e p a r t m e n t  o f  R e v e n u e ,  t h e  t r a n s f e r  w i l l  p r o b a b l y  m a k e  
t h e  c o n t a c t  m o r e  c o n v e n i e n t .



S B  9 6  c o n t ' d

I n  a d d i t i o n ,  t h e  t r a n s f e r  w i l l  e n a b l e  t h e  D e p a r tm e n t  o f  
R e v e n u e  t o  f o c u s  m o r e  o f  i t s  a t t e n t i o n  a n d  r e s o u r c e s  o n  i t s  
p r i m a r y  r e s p o n s i b i l i t y  —  c o l l e c t i n g  r e v e n u e  o w e d  t o  o u r  
s t a t e  g o v e r n m e n t .

S e c t i o n s  1  —  1 2  o f  t h e  E x e c u t i v e  O r d e r  d e l e t e  r e f e r e n c e s  i n  
AS  1 6 . 0 5 . 3 3 5  —  1 6 . 0 5 . 8 2 6  t o  t h e  c o m m i s s i o n e r  o f  r e v e n u e  a n d  
t o  t h e  D e p a r tm e n t  o f  R e v e n u e ,  l e a v i n g  o n l y  r e f e r e n c e s  t o  t h e  
" c o m m i s s i o n e r "  a n d  t h e  " d e p a r t m e n t . "  T h o s e  t e r m s  a r e  t h e n  
d e f i n e d  i n  AS  1 6 . 0 5 . 9 4 0 ( 6 )  a n d  ( 7 ) ,  r e s p e c t i v e l y ,  a s  t h e  
c o m m i s s i o n e r  o f  f i s h  a n d  g am e  a n d  t h e  D e p a r tm e n t  o f  F i s h  a n d  
G a m e .

S e c t i o n s  1 3  a n d  1 4 ,  r e s p e c t i v e l y ,  o f  t h e  O r d e r  d e l e t e  t h e  
p o w e r  t o  i s s u e  f i s h  a n d  g am e  l i c e n s e s  f r o m  t h e  D e p a r tm e n t  o f  
R e v e n u e  p o w e r s  l i s t e d  i n  AS  4 4 .2 5 .0 2 0  a n d  a d d  i t  t o  t h e  
D e p a r tm e n t  o f  F i s h  a n d  G am e p o w e r s  s e t  o u t  i n  AS  4 4 . 3 9 . 0 2 0 .  
S e c t i o n  1 5  o f  t h e  O r d e r  s e t s  o u t  t r a n s i t i o n  p r o v i s i o n s  
r e g a r d i n g  r e g u l a t i o n s  r e l a t i n g  t o  t h e  t r a n s f e r r e d  f u n c t i o n .

T h e  o n l y  o t h e r  c h a n g e s  m a d e  b y  t h e  E x e c u t i v e  O r d e r  a r e  a  f e w  
h o u s e k e e p i n g  c l a r i f i c a t i o n s  i n  AS  1 6 . 0 5 . 3 9 0  a n d  1 6 . 0 5 . 4 7 0 ,  
a n d  i n  AS  4 4 .2 5 .0 2 0  ( s e c s .  6 ,  1 1 ,  a n d  1 3  o f  t h e  O r d e r ) .  N o
s u b s t a n t i v e  c h a n g e s ,  o t h e r  t h a n  t h e  t r a n s f e r  i t s e l f ,  a r e
m a d e  b y  t h i s  O r d e r .

S e c t i o n s  1 ,  2 ,  a n d  4 o f  t h e  r e l a t e d  b i l l  a m e n d  AS  1 6 . 0 5 . 3 9 0  
( c o n c e r n i n g  v e n d o r s  o f  a l l  l i c e n s e s  b u t  c o m m e r c i a l  f i s h i n g  
l i c e n s e s )  a n d  1 6 . 0 5 . 4 7 0  ( c o n c e r n i n g  v e n d o r s  o f  c o m m e r c i a l  
f i s h i n g  l i c e n s e s ) , t o  a l l o w  p e n a l t i e s  t o  b e  a s s e s s e d  a g a i n s t  
l i c e n s e  v e n d o r s  o r  a g e n t s  w h o  d o  n o t  t r a n s m i t  t o  t h e  
D e p a r t m e n t  o f  F i s h  a n d  G am e , i n  a  t i m e l y  m a n n e r ,  t h e  l i c e n s e  
f e e s  t h a t  t h e y  c o l l e c t .

S e c t i o n s  2 a n d  4 o f  t h e  r e l a t e d  b i l l  a l s o  s p e c i f y  t h a t  t h e  
m o n t h l y  r e p o r t s  a n d  f e e  t r a n s m i t t a l s  t h a t  a r e  a l r e a d y
r e q u i r e d  f r o m  v e n d o r s  m u s t  b e  m a d e  b y  t h e  l a s t  d a y  o f  t h e
m o n th  a f t e r  f e e s  a r e  c o l l e c t e d ,  u n l e s s  a n  a l t e r n a t i v e  
s c h e d u l e  i s  s e t  b y  c o n t r a c t  f o r  v e n d o r s  c o v e r e d  b y  AS  
1 6 . 0 5 . 3 9 0 ,  o r  u n l e s s  a n  e x t e n s i o n  i s  g r a n t e d  f o r  v e n d o r s  
c o v e r e d  b y  A S  1 6 . 0 5 . 4 7 0 .

F i n a l l y ,  s e c s .  3 a n d  5  o f  t h e  r e l a t e d  b i l l  d e l e t e  r e f e r e n c e  
i n  AS  1 6 . 0 5 . 4 6 0  a n d  1 6 . 0 5 . 4 7 0  t o  i s s u a n c e  o f  i n t e r i m - u s e  a n d  
e n t r y  p e r m i t s  b y  v e n d o r s .  T h i s  d e l e t i o n  m e r e l y  e l i m i n a t e s  
p o s s i b l e  c o n f u s i o n ,  a n d  c o n f o r m s  t h e  s t a t u t e  t o  t h e  r e a l i t y  
t h a t  p r i v a t e  v e n d o r s  h a v e  n o t  i s s u e d  l i m i t e d  e n t r y  p e r m i t s  
s i n c e  1 9 7 9 .
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I  u r g e  y o u  t o  f u r t h e r  i n c r e a s e  t h e  e f f i c i e n c y  g a i n e d  f r o m  
t h e  E x e c u t i v e  O r d e r  b y  p a s s i n g  t h e  r e l a t e d  b i l l .

S i n c e r e l y ,

/ s /
S t e v e  C o w p e r  
G o v e r n o r

M a r c h  9 ,  1 9 8 9  SENATE  JO U R N A L  p .  70 3

SB  96

T h e  R e s o u r c e s  C o m m i t t e e  c o n s i d e r e d  SENATE  B I L L  N O . 96  (A n  
A c t  r e l a t i n g  t o  c o m p e n s a t i o n  f o r ,  p e n a l t i e s  a g a i n s t ,  a n d  
p r o c e e d s ,  f e e s ,  f o r m s ,  a n d  r e p o r t s  t r a n s m i t t e d  b y  a g e n t s  w h o  
s e l l  o r  c o l l e c t  f e e s  f o r  c e r t a i n  l i c e n s e s ,  t a g s ,  a n d  
p e r m i t s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e )  a n d  a  m a j o r i t y  
o f  t h e  c o m m i t t e e  r e c o m m e n d e d  i t  b e  r e p l a c e d  w i t h

CS FOR SENATE  B I L L  NO . 96 ( R e s o u r c e s ) ,  e n t i t l e d ;
" A n  A c t  r e l a t i n g  t o  c o m p e n s a t i o n  f o r ,  p e n a l t i e s  
a g a i n s t ,  d u t i e s  o f ,  a n d  p r o c e e d s ,  f e e s ,  f o r m s ,  a n d  
r e p o r t s  t r a n s m i t t e d  b y  a g e n t s  w h o  s e l l  o r  c o l l e c t  
f e e s  f o r  c e r t a i n  l i c e n s e s ,  t a g s ,  a n d  p e r m i t s ;  a n d  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

a n d  d o  p a s s .  T h e  r e p o r t  w a s  s i g n e d  b y  S e n a t o r  F a h r e n k a m p ,  
C h a i r ,  a n d  c o n c u r r e d  i n  b y  S e n a t o r s  K e r t t u l a ,  E l i a s o n  a n d  
S t u r g u l e w s k i .  S e n a t o r s  H a l f o r d  a n d  F r a n k  s i g n e d  " n o
r e c o m m e n d a t i o n . "

Z e r o  f i s c a l  n o t e  f o r  t h e  c o m m i t t e e  s u b s t i t u t e  p u b l i s h e d  
t o d a y  f r o m  D e p a r tm e n t  o f  F i s h  a n d  G am e a n d  f i s c a l  n o t e  
f o r t h c o m i n g .

SENATE  B I L L  NO . 96  w a s  r e f e r r e d  t o  t h e  F i n a n c e  C o m m i t t e e .

M a r c h  1 7 ,  1 9 8 9  SENATE  JO U R N A L  p .  8 30

SB  96

Z e r o  f i s c a l  n o t e  f o r  C o m m i t t e e  S u b s t i t u t e  f o r  S e n a t e  B i l l  
NO . 96  ( R e s o u r c e s )  (A n  A c t  r e l a t i n g  t o  c o m p e n s a t i o n  f o r ,  
p e n a l t i e s  a g a i n s t ,  d u t i e s  o f ,  a n d  p r o c e e d s ,  f e e s ,  f o r m s ,  a n d  
r e p o r t s  t r a n s m i t t e d  b y  a g e n t s  w h o  s e l l  o r  c o l l e c t  f e e s  f o r  
c e r t a i n  l i c e n s e s ,  t a g s ,  a n d  p e r m i t s ;  a n d  p r o v i d i n g  f o r  a n  
e f f e c t i v e  d a t e )  p u b l i s h e d  t o d a y  f r o m  D e p a r t m e n t  o f  F i s h  a n d  
G am e .
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A p r i l  1 2 ,  1 9 8 9 S E N A T E  J O U R N A L p .  1 1 9 6

SB  96

T h e  F i n a n c e  C o m m i t t e e  c o n s i d e r e d  SENATE B I L L  NO . 96  (A n  A c t  
r e l a t i n g  t o  c o m p e n s a t i o n  f o r ,  p e n a l t i e s  a g a i n s t ,  a n d
p r o c e e d s ,  f e e s ,  f o r m s ,  a n d  r e p o r t s  t r a n s m i t t e d  b y  a g e n t s  w h o  
s e l l  o r  c o l l e c t  f e e s  f o r  c e r t a i n  l i c e n s e s ,  t a g s ,  a n d
p e r m i t s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e )  a n d  a  m a j o r i t y  
o f  t h e  c o m m i t t e e  r e c o m m e n d e d  t h e  R e s o u r c e s  C o m m i t t e e
S u b s t i t u t e  ( p a g e  7 0 3 )  b e  a d o p t e d  a n d  d o  p a s s .  T h e  r e p o r t
w a s  s i g n e d  b y  S e n a t o r  U e h l i n g ,  C o - C h a i r ,  a n d  c o n c u r r e d  i n  b y  
S e n a t o r s  Z h a r o f f ,  P e a r c e  a n d  F i s c h e r .  S e n a t o r s  D u n c a n  a n d  
F r a n k  s i g n e d  " n o  r e c o m m e n d a t i o n . "

P r e v i o u s  z e r o  f i s c a l  n o t e .

SENATE  B I L L  NO . 96 w a s  r e f e r r e d  t o  t h e  R u l e s  C o m m i t t e e .

A p r i l  1 4 ,  1 9 8 9  SENATE  JO U R N A L  p .  1 2 3 8
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Z e r o  f i s c a l  n o t e  f o r  C o m m i t t e e  S u b s t i t u t e  f o r  S e n a t e  B i l l  
N o .  96  ( R e s o u r c e s )  (A n  A c t  r e l a t i n g  t o  c o m p e n s a t i o n  f o r ,  
p e n a l t i e s  a g a i n s t ,  d u t i e s  o f ,  a n d  p r o c e e d s ,  f e e s ,  f o r m s ,  a n d  
r e p o r t s  t r a n s m i t t e d  b y  a g e n t s  w h o  s e l l  o r  c o l l e c t  f e e s  f o r  
c e r t a i n  l i c e n s e s ,  t a g s ,  a n d  p e r m i t s ;  a n d  p r o v i d i n g  f o r  a n  
e f f e c t i v e  d a t e )  p u b l i s h e d  t o d a y  f r o m  D e p a r tm e n t  o f  R e v e n u e .

A p r i l  1 4 ,  1 9 8 9  SENATE  JO U R N A L  p .  12 4 0

SB  96

T h e  R u l e s  C o m m i t t e e  c o n s i d e r e d  SENATE  B I L L  NO . 96  (A n  A c t  
r e l a t i n g  t o  c o m p e n s a t i o n  f o r ,  p e n a l t i e s  a g a i n s t ,  a n d  
p r o c e e d s ,  f e e s ,  f o r m s ,  a n d  r e p o r t s  t r a n s m i t t e d  b y  a g e n t s  w h o  
s e l l  o r  c o l l e c t  f e e s  f o r  c e r t a i n  l i c e n s e s ,  t a g s ,  a n d  
p e r m i t s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e )  a n d  a  m a j o r i t y  
o f  t h e  c o m m i t t e e  r e c o m m e n d e d  c a l e n d a r .  T h e  r e p o r t  w a s  
s i g n e d  b y  S e n a t o r  S t u r g u l e w s k i , C h a i r ,  a n d  c o n c u r r e d  i n  b y  
S e n a t o r s  E l i a s o n ,  K e r t t u l a  a n d  K e l l y .

S EN ATE  B I L L  NO . 96 i s  o n  t o d a y ' s  c a l e n d a r .
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SENATE  B I L L  NO . 96  ( A n  A c t  r e l a t i n g  t o  c o m p e n s a t i o n  f o r ,  
p e n a l t i e s  a g a i n s t ,  a n d  p r o c e e d s ,  f e e s ,  f o r m s ,  a n d  r e p o r t s  
t r a n s m i t t e d  b y  a g e n t s  w h o  s e l l  o r  c o l l e c t  f e e s  f o r  c e r t a i n  
l i c e n s e s ,  t a g s ,  a n d  p e r m i t s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  
d a t e )  w a s  r e a d  t h e  s e c o n d  t i m e .

S e n a t o r  S t u r g u l e w s k i  m o v e d  a n d  a s k e d  u n a n im o u s  c o n s e n t  f o r  
t h e  a d o p t i o n  o f  t h e  R e s o u r c e s  C o m m i t t e e  S u b s t i t u t e  o f f e r e d  
o n  p a g e  7 0 3 .  W i t h o u t  o b j e c t i o n ,  CS FOR SENATE  B I L L  NO . 96  
( R e s o u r c e s )  ( A n  A c t  r e l a t i n g  t o  c o m p e n s a t i o n  f o r ,  p e n a l t i e s  
a g a i n s t ,  d u t i e s  o f ,  a n d  p r o c e e d s ,  f e e s ,  f o r m s ,  a n d  r e p o r t s  
t r a n s m i t t e d  b y  a g e n t s  w h o  s e l l  o r  c o l l e c t  f e e s  f o r  c e r t a i n  
l i c e n s e s ,  t a g s ,  a n d  p e r m i t s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  
d a t e )  w a s  a d o p t e d .

CS FOR SENATE  B I L L  NO . 96  ( R e s o u r c e s )  w a s  r e a d  t h e  s e c o n d  
t im e .

S e n a t o r  H a l f o r d  o f f e r e d  A m e n d m e n t N o .  1 ;

P a g e  1 ,  l i n e  6 ; D e l e t e  " c o m p e n s a t i o n  f o r , "

P a g e  1 ,  l i n e s  7  -  8 ;  D e l e t e  " ,  d u t i e s  o f ,  a n d
p r o c e e d s ,  f e e s ,  f o r m s ,  a n d  r e p o r t s  t r a n s m i t t e d  b y "

I n s e r t  " a n d  d u t i e s  o f "

P a g e  1 ,  l i n e  9 :  A f t e r  " p e r m i t s ; "

I n s e r t  " r e q u i r i n g  r e p o r t s  a n d  p r o c e e d s  t o  b e  
r e c e i v e d  b e f o r e  c o m p e n s a t i o n  i s  p a i d  t o  a g e n t s  w h o  
s e l l  c e r t a i n  l i c e n s e s ,  t a g s ,  a n d  p e r m i t s ;  
r e p e a l i n g  t h e  d u t i e s  o f  a n d  c o m p e n s a t i o n  f o r  
a g e n t s  w h o  a s s i s t  i n  c o m p l e t i n g  f o r m s  f o r  i n t e r i m -  
u s e  a n d  e n t r y  p e r m i t s ; "

S e n a t o r  H a l f o r d  m o v e d  a n d  a s k e d  u n a n im o u s  c o n s e n t  f o r  t h e  
a d o p t i o n  o f  A m e n d m e n t N o .  1 .  W i t h o u t  o b j e c t i o n ,  A m e n d m e n t 
N o .  1  w a s  a d o p t e d .
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S e n a t o r  H a l f o r d  m o v e d  a n d  a s k e d  u n a n im o u s  c o n s e n t  t h a t  CS
IQ B  SENATE  B I L L  NO . 96  ( R e s o u r c e s H t i t l e  a m) (A n  A c t
r e l a t i n g  t o  p e n a l t i e s  a g a i n s t  a n d  d u t i e s  o f  a g e n t s  w h o  s e l l  
o r  c o l l e c t  f e e s  f o r  c e r t a i n  l i c e n s e s ,  t a g s ,  a n d  p e r m i t s ;  
r e q u i r i n g  r e p o r t s  a n d  p r o c e e d s  t o  b e  r e c e i v e d  b e f o r e  
c o m p e n s a t i o n  i s  p a i d  t o  a g e n t s  w h o  s e l l  c e r t a i n  l i c e n s e s ,  
t a g s ,  a n d  p e r m i t s ;  r e p e a l i n g  t h e  d u t i e s  o f  a n d  c o m p e n s a t i o n  
f o r  a g e n t s  w h o  a s s i s t  i n  c o m p l e t i n g  f o r m s  f o r  i n t e r i m - u s e  
a n d  e n t r y  p e r m i t s ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e )  b e  
c o n s i d e r e d  e n g r o s s e d ,  a d v a n c e d  t o  t h i r d  r e a d i n g  a n d  p l a c e d  
o n  f i n a l  p a s s a g e .  W i t h o u t  o b j e c t i o n ,  i t  w a s  s o  o r d e r e d .

CS FOR SENATE  B I L L  NO . 96  ( R e s o u r c e s ) ( t i t l e  am ) w a s  r e a d  t h e  
t h i r d  t i m e .

T h e  q u e s t i o n  b e i n g ;  " S h a l l  CS FOR SENATE  B I L L  NO . 96
( R e s o u r c e s ) ( t i t l e  am ) (A n  A c t  r e l a t i n g  t o  p e n a l t i e s  a g a i n s t
a n d  d u t i e s  o f  a g e n t s  w h o  s e l l  o r  c o l l e c t  f e e s  f o r  c e r t a i n  
l i c e n s e s ,  t a g s ,  a n d  p e r m i t s  r e q u i r i n g  r e p o r t s  a n d  p r o c e e d s  
t o  b e  r e c e i v e d  b e f o r e  c o m p e n s a t i o n  i s  p a i d  t o  a g e n t s  w h o  
s e l l  c e r t a i n  l i c e n s e s ,  t a g s ,  a n d  p e r m i t s ;  r e p e a l i n g  t h e  
d u t i e s  o f  a n d  c o m p e n s a t i o n  f o r  a g e n t s  w h o  a s s i s t  i n
c o m p l e t i n g  f o r m s  f o r  i n t e r i m - u s e  a n d  e n t r y  p e r m i t s ;  a n d  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e )  p a s s  t h e  S e n a t e ? "  T h e  r o l l  
w a s  t a k e n  w i t h  t h e  f o l l o w i n g  r e s u l t ;

CSSB 96  R E S ( T IT L E  AM ) 3RD

Y e a s ;  1 6  A d a m s ,  B i n k l e y ,  C o g h i l l ,  D u n c a n ,
E l i a s o n ,  F a i k s ,  F r a n k ,  H a l f o r d ,
J o n e s ,  K e l l y ,  K e r t t u l a ,  R o d e y ,  
S t u r g u l e w s k i ,  S z y m a n s k i ,  U e h l i n g ,  
Z h a r o f f

N a y s ;  0

E x c u s e d ;  4 F a h r e n k a m p ,  F i s c h e r ,  P e a r c e ,
P o u r c h o t

a n d  s o ,  CS FOR SENATE  B I L L  NO . 96  ( R e s o u r c e s ) ( t i t l e  am ) 
p a s s e d  t h e  S e n a t e .

S e n a t o r  H a l f o r d  m o v e d  a n d  a s k e d  u n a n im o u s  c o n s e n t  t h a t  t h e  
v o t e  o n  t h e  p a s s a g e  o f  t h e  b i l l  b e  c o n s i d e r e d  t h e  v o t e  o n  
t h e  e f f e c t i v e  d a t e  c l a u s e .  W i t h o u t  o b j e c t i o n ,  i t  w a s  s o  
o r d e r e d .

S e n a t o r  S t u r g u l e w s k i  g a v e  n o t i c e  o f  r e c o n s i d e r a t i o n .



go0029sE

Original sponsor: Rules/Governor

1!

2

3

4 i1

9 i
l|

10

11

12

13

IN THE SENATE BY THE RESOURCES COMMITTEE

CS FOR SENATE BILL NO. 96 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION 

5|| A BILL

6 jl For an Act entitled: "An Act relating to compensation for, penalties
ji

7 ]' against, duties of, and proceeds, fees, forms, and
|i

q |i reports transmitted by agents who sell or collect

fees for certain licenses-, tags, and permits; and

providing for an effective date."

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

* Section 1. AS 16.05.390(c) is amended to read:

(c) On March 31, June 30, September 30, and December 31 of each

year the commissioner [OF REVENUE] shall calculate the compensation 

earned by an agent under (a)(2 ) of this section, minus the penalties 

assessed under (g) of this s e c t i o n . If the compensation due exceeds 

$50, the commissioner shall pay the compensation not later than 30 

days after the date for which the compensation was calculated. If the 

compensation due is $50 or less, the commissioner shall pay the c o m­

pensation not later than January 30 of the year following the year in 

which the compensation was earned. The commissioner shall pay compen­

sation [IN AN AMOUNT EXCEEDING $501 only for sales of licenses or tags 

for which the commissioner has received the report and proceeds 

required to be transmitted under (b) of this section.

* Sec. 2. AS 16.05.390 is amended by adding new subsections to read:

(f) Proceeds and reports under (b) of this section shall be

transmitted to the commissioner by the last day of the month following 

the month in which the licenses and tags are sold, unless an alterna­

tive reporting schedule has been established by contract.
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does not transmit proceeds within the time allowed under (f > of this

section. The penalty is equal to one and one-half percent of the 

; amount of proceeds due. The penalty may be assessed for each month or

portion of a month that the proceeds are delinquent. A penalty under 

3 this subsection shall be withheld from the agent's compensation under

: (a)(2) of this section.

3 * Sec. 3. AS 16.05.460 is amended to read:

9 Sec. 16.05.460. COMMISSIONER [OF REVENUE] MAY APPOINT AGENTS.

,o The commissioner [OF REVENUE] may appoint qualified persons as agents

M to receive applications, issue licenses, and collect license fees

12 under AS 16.05.440 - 16.05.480 [, AND TO ASSIST IN THE COMPLETION OF ;

■2 ANNUAL APPLICATION OR RENEWAL FORMS FOR INTERIM-USE PERMITS AND ENTRY

PERMITS ISSUED UNDER AS 16.43],

5 * Sec. 4. AS 16.05.470 is amended by adding new subsections to read:

16 (c) Forms and fees under (a) of this section shall be transmit-

!7 ted to the commissioner by the last day of the month following the

•s month in which the fees are collected. The commissioner may grant an

■9 extension of not more than 30 days if the agent establishes that

0̂ (1) failure to grant an extension would impose an excessive

21 financial hardship on the agent;

22 (2) the fees collected by the agent for the period, includ­

ing the amount that the agent is authorized to retain, totals less

2i than $1 ,000; and

23 (3) the cumulative amount of fees due from the agent,

including the fees due for the current period, does not exceed $1,000.

(d) The commissioner may assess a penalty against an agent who

73 does not transmit fees within the time allowed under (c) of this

2 0 section. The penalty is equal to one and one-half percent of the

CSSB 9 6 (Res) -2-

i ( g )  T h e  c o m m i s s i o n e r  m a y  a s s e s s  a  p e n a l t y  a g a i n s t  a n  a g e n t  w h o



amount of fees due. The penalty may be assessed for each month 

portion of a month that the fees are delinquent.

Sec. 5. AS 16.05.470(b) is repealed.

Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

- 3 - CSSEi 9 6 (R e s )





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

F U R T H E R F IN

2/8/89 

Mr. P r e s i d e n t :

Resources

D A T E  T U R N E D  I N T O  J F / I C E 3k / M

C o m m i t t e e  c o n s i d e r e d

required reporting methods for corporate income taxes owed by members 
of an affiliated group whose common parent is a corporation incorporated 
outside the United States; efd

a n d  r e c o m m e n d e d

[ ] r e p l a c e  w i t h  
[ ] o r  a d o p t  ____

CS
C S -

___________________________________ )[] s a m e  t i t l e
________________________________ __)[] n e w  t i t l e

[] t e c h n i c a l
[ ] a t t a c h e d  a m e n d m e n t ( s )  a n d  t i t l e  c h a n g e

(HB only)
[>3  l e t t e r  o f  i n t e n t  a d o p t e d

[ ] d o  p a s s

[ ] d o  n o t  p a s s

[ ] n o  r e c o m m e n d a t i o n

[^] i n d i v i d u a l  r e c o m m e n d a t i o n s

[ ] f u r t h e r  r e f e r r a l  t o  ___________________________________

F I S C A L  N O T E ( S )  [ ] z e r o  [ ] f i s c a l  i m p a c t  [ ] a p p r o p r i a t i o n  n o  FN
[ ] n e w  [ ] u p d a t e d  [ ] p r e v i o u s
[ ] s a m e  a s  p r e v i o u s  f i s c a l  n o t e ( s )  p u b l i s h e d  _____________________________

C h a i r m a n  s i g n a t u r e  a n d  recpifimendation

[ ] C o m m i t t e e  B a c k u p  a t t a c h e d

OTHE: >A T I O N S



Ulagfea  & t a t e  H e g t e l a tu r e
Senate ftetfourcz& Committee

S en ato r Bellyc F aliirnkam p. C hairm an

Senator Jav Keitiula. Vice Chairman

Senator Arli*>s Sturgulewski 
Senator Fred Zltnroll

Senator Uick F.lioson 
Senator Steve I rank 
Senator Î tck Halford

P.O. box V
Juneau. Alaska 99fi I I
(907) 465-4907

S E N A T E  R E S O U R C E S  C O M M I T T E E  L E T T E R  O F  I N T E N T  F O R  S B  119

T h i s  b i l l  w i l l  r e q u i r e  m u l t i n a t i o n a l  f i r m s  w i t h  f o r e i g n  p a r e n t s  
to f i l e  A l a s k a  c o r p o r a t e  t a x  r e t u r n s  u s i n g  t h e  w a t e r ' s  e d g e  
m e t h o d .  T h e  a b i l i t y  t o  u s e  t h e  w a t e r ' s  e d g e  m e t h o d  h a s  beer, 
s o u g h t  b y  f o r e i g n  f i r m s  c o n t e m p l a t i n g  i n v e s t m e n t s  in  A l a s k a ,  a n d  
b y  K e i d a n r e n ,  t h e  u m b r e l l a  o r g a n i z a t i o n  o f  J a p a n e s e  b u s i n e s s  a n d  
e c o n o m i c  i n t e r e s t s .  T h e  c o m m i t t e e  b e l i e v e s  t h e  c h a n g e  p r o p o s e d  
in t h i s  b i l l  w i l l  r e m o v e  a b a r r i e r  t o  g r e a t e r  f o r e i g n  i n v e s t m e n t  
in A l a s k a .

U n d e r  S7J 119 (and u n d e r  c u r r e n t  law), f i r m s  w i t h  d o m e s t i c  (U.S.) 
p a r e n t s  a r e  n o t  p e r m i t t e d  t o  u s e  t h e  w a t e r ' s  e d g e  f i l i n g  m e t h o d .  
T h e  c o m m i t t e e  c o n s i d e r e d  a r g u m e n t s  f o r  e x t e n d i n g  t h e  w a t e r ' s  e d g e  
m e t h o d  t o  d o m e s t i c  firms, b u t  r e j e c t e d  s u c h  a n  e x t e n s i o n .
W a t e r ' s  e d g e  a c c o u n t i n g  e n t a i l s  v e r y  l i t t l e  s t a t e  r e v e n u e  l o s s  
w h e n  a p p l i e d  o n l y  t o  f i r m s  w i t h  f o r e i g n  p a r e n t s ,  b u t  w o u l d  c a u s e  
a l o s s  o f  $3 - 6  m i l l i o n  a n n u a l l y  if a p p l i e d  t o  a l l  m u l t i n a t i o n a l  
f i r m s  d o i n g  b u s i n e s s  in A l a s k a .  T e s t i m o n y  b e f o r e  t h e  S e n a t e  
R e s o u r c e s  C o m m i t t e e  f a i l e d  to  d e m o n s t r a t e  t h a t  a d d i t i o n a l  
i n v e s t m e n t  w o u l d  f l o w  t o  A l a s k a  f r o m  d o m e s t i c  f i r m s  a s  a 
c o n s e q u e n c e  o f  a l l o w i n g  t h e m  w a t e r ' s  e d g e  f i l i n g ,  o r  t h a t  s u c h  
a d d i t i o n a l  i n v e s t m e n t  w o u l d  j u s t i f y  t h e  r e v e n u e  loss.

i

It  is t h e  intern: of  t h e  c o m m i t t e e  t h a t  t h e  a d m i n i s t r a t i o n  
c o n t i n u e  t o  m o n i t o r  t h e  p o t e n t i a l  i m p a c t s  o f  e x t e n d i n g  t h e  
w a t e r ' s  e d g e  m e t h o d  t o  a l l  m u l t i n a t i o n a l  c o r p o r a t i o n s .  F u r t h e r ,  
it is t h e  i n t e n t  o f  t h e  c o m m i t t e e  t h a t  t h e  a d m i n i s t r a t i o n  n o t i f y  
t h e  a p p r o p r i a t e  l e g i s l a t i v e  c o m m i t t e e s  if it a p p e a r s  t h a t  
s i g n i f i c a n t  n e w  d o m e s t i c  i n v e s t m e n t  w o u l d  o c c u r  a s  a r e s u l t  of 
t h e  change.

/
i
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STEVE COWPER, G O V E R N O R

STATE OFFICE BUILDING 
P.O. BOX SA
JUNEAU. ALASKA 99811-0400

March 8, 1989

The Honorable Bettye Fahrenkamp 
Alaska Sta te Senator 
Box V
Juneau, AK 99811-3100

Dear Senator Fahrenkamp:

The Alaska Department o f Revenue be l ieves an annual domestic d is c lo su re 
spreadsheet can be an impor tan t too l in in su r in g f a i r  a dm in i s t r a t i o n o f the 
co rpo ra te tax as I t  would be rev ised by the SB 119. Our a t to rneys adv ise , 
however, th a t s u f f i c i e n t  a u t h o r i t y  a l ready e x i s t s in AS 43.20 (A laska Net 
Income Tax) f o r  the Department to issue regu la t i o n s to implement these 
requ i rements . We the re fo re have no o b je c t i o n to d e le t i n g the language 
r e f e r r i n g  to the spreadsheet on page 2, l i n e s 2 and 3 o f SB 119. I have 
enclosed a copy o f the b i l l  w i th t h i s  r e v i s i o n  marked.

Assuming th a t t h i s  b i l l  were adopted in i t s  cu r re n t form, app ly ing on ly to 
m u l t i n a t i o n a l co rpo ra t ions w i th fo r e i g n  paren ts , the Department migh t not 
f i n d  i t  necessary to adopt re g u la t i o n s re q u i r i n g the spreadsheet. I f  the 
spreadsheet were requ i red we would not a n t i c i p a t e  th a t more than a dozen o r 
so taxpayers would have to f i l e  i t .  Indeed, we would in tend to ask f o r  the 
spreadsheet on ly from f i rm s w i th a su b s ta n t i a l nexus w i t h i n  Alaska , and in 
most o f those cases would on ly req u i r e in fo rma t io n r e a d i l y  a v a i l a b le from 
f i l e d  s ta te and fede ra l tax r e t u r n s , plus p rope r ty , sa les and pa y ro l l 
f a c t o r  in fo rm a t io n f o r  each s ta te in which the taxpayer or a f f i l i a t e d  
co rpo ra t io n does bus iness .

I would r e i t e r a t e  t h a t the above app l ie s i f  wa te r 's edge f i l i n g  is 
r e s t r i c t e d  to f i rm s w i th fo re ig n pa ren ts . Should the b i l l  be extended to 
a l l  m u l t i n a t i o n a l co rpo ra t i o n s , f a i r  a dm in i s t r a t i o n o f the law might 
requ i r e a much more ex tens ive domest ic d is c lo su re spreadsheet from 
s u b s t a n t i a l l y  more taxpayers .

Steven E. Ke t te l 
D i r e c to r
Income & Excise Aud i t D iv i s i o n 
(907) 465-2320

SEK:1r
89-76

04-D4LH



Official Business

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

Senate
Finance Committee Pouch V 

State Capitol 
Juneau, Alaska 99811

TO: Senacoi. -amp

FROM: S e n a t o r  R i c k  U e h l i n g ,  C o - C h
S e n a t e  C o m m i t t e e  o n  F i n a n c e

DATE: A p r i l  9, 1990

RE: C S S B  119 (Fin), U n i t a r y  T a x  B i l l

jj S e n a t e  B i l l  119, a s  o r i g i n a l l y  i n t r o d u c e d ,  p r o v i d e d  f o r  w a t e r ' s
e d g e  r e p o r t i n g  o n l y  f o r  c o r p o r a t i o n s  h a v i n g  f o r e i g n  p a r e n t s .  
H o w e v e r ,  t h a t  b i l l  c o n t a i n e d  n o  d e f i n i t i o n  o f  a w a t e r ' s  e d g e  
r e p o r t i n g  m e t h o d ,  a n d  l e f t  it l a r g e l y  t o  t h e  d i s c r e t i o n  o f  t h e  
D e p a r t m e n t  o f  R e v e n u e  t o  p r e s c r i b e  t h e  m e t h o d  t h a t  t a x p a y e r s  
w o u l d  b e  r e g u i r e d  t o  use. T h e  F i n a n c e  C o m m i t t e e  S u b s t i t u t e  d o e s  
t w o  t h i n g s .  Fi r s t s  it e x p a n d s  t h e  c o v e r a g e  o f  t h e  b i l l  t o  
i n c l u d e  d o m e s t i c  m u l t i n a t i o n a l  c o r p o r a t i o n s ;  s e c o n d ,  it s e t s  out 
i n  s o m e  d e t a i l  t h e  p r o v i s i o n s  t h a t  w i l l  g o v e r n  t a x  r e t u r n s  u n d e r  
a w a t e r ' s  e d g e  c o m b i n e d  r e p o r t i n g  m e t h o d .

I a m  e n c l o s i n g  a s y n o p s i s  o f  C S S B  119 (Fin) f o r  y o u r  r e v i e w .

I



S e n a t e  Bill 119, as o r i g i n a l l y  i n t r o d u c e d ,  p r o v i d e d  for 

w a t e r ' s  e d g e  r e p o r t i n g  for o n l y  f o r  c o r p o r a t i o n s  h a v i n g  f o r e i g n  

p a r e n t s .  T h a t  b i l l  c o n t a i n e d  n o  d e f i n i t i o n  o f  a w a t e r ' s  e d g e  

r e p o r t i n g  m e t h o d ,  h o w e v e r ,  a n d  l e f t  it l a r g e l y  t o  t h e  d i s c r e t i o n  

of t h e  D e p a r t m e n t  o f  R e v e n u e  t o  p r e s c r i b e  t h e  m e t h o d  t h a t  

t a x p a y e r s  w o u l d  b e  r e q u i r e d  t o  use. T h e  p r o p o s e d  CS d o e s  t w o  

t h i n g s .  First, it e x p a n d s  t h e  c o v e r a g e  o f  t h e  b i l l  t o  i n c l u d e  

d o m e s t i c  m u l t i n a t i o n a l  c o r p o r a t i o n s ;  s e c o n d ,  it s e t s  o u t  in s o m e  

d e t a i l  t h e  p r o v i s i o n s  t h a t  w i l l  g o v e r n  t a x  r e t u r n s  u n d e r  a 

w a t e r ' s  e d g e  c o m b i n e d  r e p o r t i n g  m e t h o d .

T h e  p r o p o s e d  CS c o n t a i n s  o n l y  o n e  s u b s t a n t i v e  p r o v i s i o n ,  

c o n t a i n e d  in sec. 2 o f  t h e  bill. */ S e c t i o n  2 a d d s  a n e w  

s e c t i o n  t o  A S  4 3 . 2 0  —  A S  4 3 . 2 0 . 0 7 3 .  T h a t  p r o v i s i o n  is d i v i d e d  

i n t o  s e v e n  s u b s e c t i o n s .  S u b s e c t i o n  (a) s e t s  o u t  t h e  k i n d s  o f  

a f f i l i a t e d  c o r p o r a t i o n s  t h a t  a r e  t o  b e  i n c l u d e d  in t h e  t a x p a y e r ' s  

w a t e r ' s  e d g e  c o m b i n e d  t a x  r e t u r n .  T h e s e  c o n s i s t  o n l y  o f  (1) 

c o r p o r a t i o n s  t h a t  d o  s u b s t a n t i a l  b u s i n e s s  w i t h i n  t h e  U n i t e d  

S t a t e s  ( r e g a r d l e s s  o f  w h e t h e r

S Y N O P S I S  O F  C S S B  1 1 9  ( F i n a n c e )

* /  S e c t i o n  1 o f  t h e  p r o p o s e d  CS s e t s  o u t  t h e  p u r p o s e  o f  t h e  
A c t  —  t o  p r o m o t e  i n v e s t m e n t  a n d  t r a d e  o p p o r t u n i t i e s  in t h e  
state. S e c t i o n s  3 a n d  4 a r e  e f f e c t i v e  d a t e  s e c t i o n s ,  p r o v i d i n g  
t h a t  t h e  w a t e r ' s  e d g e  m e t h o d  w i l l  a p p l y  to  t a x  y e a r s  b e g i n n i n g  
a f t e r  D e c e m b e r  31, 1989.



t h e y  a r e  i n c o r p o r a t e d  in t h e  U n i t e d  S t a t e s  o r  e l s e w h e r e ) , »*/

(2) d o m e s t i c  a n d  f o r e i g n  s a l e s  c o r p o r a t i o n s  ( w h i c h  a r e  

e s s e n t i a l l y  p a p e r  c o r p o r a t i o n s  f o r m e d  f o r  t h e  p u r p o s e  of 

o b t a i n i n g  s p e c i a l  f e d e r a l  t a x  t r e a t m e n t  u n d e r  t h e  I n t e r n a l  

R e v e n u e  C o d e ) ,  a n d  (3) s o - c a l l e d  " t a x  h a v e n "  c o r p o r a t i o n s  (which 

h a v e  b e e n  f o r m e d  for t h e  p u r p o s e  o f  a v o i d i n g  t a x e s  in t h e  U n i t e d  

S t a t e s ) .

S u b s e c t i o n  (b) p r o v i d e s  t h a t  c e r t a i n  i n c o m e  r e c e i v e d  f r o m  

f o r e i g n  c o r p o r a t i o n s  v/ill b e  e x c l u d e d  f r o m  t h e  t a x p a y e r ' s  t o t a l  

t a x a b l e  i n c o m e  —  s p e c i f i c a l l y ,  80 p e r c e n t  o f  d i v i d e n d s  a n d  

r o y a l t i e s  as  w e l l  as a l l  a m o u n t s  t h a t  a r e  t r e a t e d  as d i v i d e n d s  

u n d e r  Sec. 78 of t h e  I n t e r n a l  R e v e n u e  C ode. * * * / F o r e i g n  

d i v i d e n d s  a n d  r o y a l t i e s  a r e  in a c t u a l i t y  n o t h i n g  m o r e  t h a n  i n c o m e  

e a r n e d  o u t s i d e  t h e  U n i t e d  S t a t e s  t h a t  h a p p e n s  t o  b e  r e t u r n e d  to

* * /  S p e c i f i c a l l y ,  a c o r p o r a t i o n  is c o n s i d e r e d  t o  b e  p a r t  of 
t h e  t a x p a y e r ' s  w a t e r ' s  e d g e  " f a m i l y "  (and its i n c o m e  t a x a b l e  in 
A l a s k a )  if 20 p e r c e n t  o r  m o r e  o f  its a v e r a g e  p r o p e r t y ,  p a y r o l l  
a n d  s a l e s  f a c t o r s  a r e  w i t h i n  t h e  U n i t e d  S t a t e s .  A n  a f f i l i a t e d  
c o r p o r a t i o n  w i t h  l e s s  t h a n  20 p e r c e n t  o f  its p r o p e r t y ,  p a y r o l l  
a n d  s a l e s  f a c t o r s  w i t h i n  t h e  U n i t e d  S t a t e s  w i l l  a l s o  be 
cons'.dered p a r t  o f  t h e  w a t e r ' s  e d g e  g r o u p  if t h a t  c o r p o r a t i o n  
d o e s  v' -1- m e e t  t h e  r e q u i r e m e n t s  of  sec. 861(c) o f  t h e  I n t e r n a l  
R e v t , . ^  . le; t h a t  is, if 20 p e r c e n t  o r  m o r e  o f  t h e  c o r p o r a t i o n ' s  
g r o s s  r . \ i p t s  a r e  f r o m  s o u r c e s  w i t h i n  t h e  U n i t e d  S t a t e s .

* * * /  U n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e ,  a c o r p o r a t i o n  is 
p e r m i t t e d  t o  t a k e  a t a x  c r e d i t  f o r  i n c o m e  t a x e s  p a i d  b y  c e r t a i n  
a f f i l i a t e d  f o r e i g n  c o r p o r a t i o n s .  S e c t i o n  78 p r o v i d e s  t h a t  if a 
c o r p o r a t i o n  d o e s  t a k e  a f o r e i g n  t a x  c r e d i t ,  a n  a m o u n t  e q u a l  t o  
t h e  t a x  c r e d i t  w i l l  b e  " d e e m e d "  t o  h a v e  b e e n  r e c e i v e d  a s  t a x a b l e  
i n c o m e  b y  t h e  t a x p a y e r  c o r p o r a t i o n  as a d i v i d e n d  f r o m  t h e  f o r e i g n  
c o r p o r a t i o n .  A l a s k a  d o e s  n o t  a l l o w  c o r p o r a t i o n s  t o  t a k e  a 
f o r e i g n  t a x  c r e d i t .  T h u s  in A l a s k a  t h e r e  is n o  j u s t i f i c a t i o n  for 
i n c l u d i n g  a n y  a m o u n t  o f  t h e s e  " d e e m e d "  d i v i d e n d s  in  t h e  
c o r p o r a t i o n ' s  t a x a b l e  i n c o m e .



the domestic parent in the form of dividends or royalties. Since 

the purpose of a water's edge method is to tax a corporation 

based only on income derived from its United States operations, 

foreign income in the form of dividends and royalties must be 

excluded. At the same time, a certain amount of the total 

expenses that a domestic parent incurs inevitably go towards 

supporting the income producing activities of it3 foreign 

subsidiaries. The expenses attributable to foreign operations 

should not be deductible from income that is earned within the 

United States. For that reason, the proposed CS provides that 20 

percent of dividend and royalty income received from a foreign 

corporation will remain taxable. The actual expenses of a 

particular corporation in a given year may, of course, be greater 

or less than 20 percent of its foreign dividend and royalty 

income. However, it would be extremely difficult for the 

Department of Revenue to determine precisely which expenses of a 

corporation are actually attributable to foreign operations. The 

simplest way to deal with the concern that expenses related to 

foreign operations will be deductible from domestic income is 

simply to require corporations to include each year a fixed 

percentage of their foreign dividends and royalties as taxable 

i n c o m e .

Subsection (c) is borrowed from Minnesota's water's edge 

statutes, and addresses a concern that the Minnesota tax 

administrators had that a taxpayer might attempt to claim the 80 

percent exclusion for dividends or royalties received from a



f o r e i g n  c o r p o r a t i o n  t h a t  is n o t  p a r t  o f  t h e  t a x p a y e r ' s  u n i t a r y  

b u s i n e s s  —  in o t h e r  wo r d s ,  p u r e l y  p a s s i v e  i n v e s t m e n t  income.

T h i s  p r o v i s i o n  e n s u r e s  t h a t  c o r p o r a t i o n s  w i l l  n o t  b e  a b l e  to 

e x c l u d e  a n y  p o r t i o n  of p a s s i v e  i n v e s t m e n t  i n c o m e  r e c e i v e d  f r o m  

f o r e i g n  c o r p o r a t i o n s .

S u b s e c t i o n  (d) s i m p l y  r e c o g n i z e s  t h a t  t h e  20 p e r c e n t  of 

f o r e i g n  d i v i d e n d s  a n d  r o y a l t i e s  t h a t  a r e  i n c l u d e d  in t a x a b l e  

i n c o m e  a r e  i n c l u d e d  for t h e  p u r p o s e  of o f f s e t t i n g  t h e  e x p e n s e s  of 

t h e  p a r e n t  c o r p o r a t i o n  a t t r i b u t a b l e  to its f o r e i g n  o p e r a t i o n s .

S u b s e c t i o n  (e) p r o v i d e s  t h a t  if t a x p a y e r s  d o  n o t  p r o v i d e  the 

D e p a r t m e n t  o f  R e v e n u e  w i t h  t h e  i n f o r m a t i o n  it n e e d s  t o  p r o p e r l y  

a u d i t  a w a t e r ' s  e d g e  r e t u r n ,  t h e n  t h e  d e p a r t m e n t  m a y  r e q u i r e  t h e  

t a x p a y e r  t o  f i l e  a w o r l d w i d e  c o m b i n e d  r e t u r n  i n stead.

S u b s e c t i o n  (f) m a k e s  it c l e a r  t h a t  t h e  w a t e r ' s  e d g e  

r e p o r t i n g  m e t h o d  is n o t  a p p l i c a b l e  to  t a x p a y e r s  s u b j e c t  t o  A S  

4 3 . 2 0 . 0 7 2 ,  w h o  a r e  e n g a g e d  in t h e  p r o d u c t i o n  or  t r a n s p o r t a t i o n  of 

o i l  o r  gas.

S u b s e c t i o n  (g) c o n t a i n s  d e f i n i t i o n s  o f  t h e  t e r m s  ''affiliated 

c o r p o r a t i o n , "  " a f f i l i a t e d  g r o u p , "  " f o r e i g n  c o r p o r a t i o n , "  a n d  

" w a t e r ' s  e d g e  c o m b i n e d  r e p o r t i n g  m e t h o d . "


