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-84.83. Alaska Statutes Supplement 944.83-@)

with the examination. The examiners shall report to the board of
directors on the examination. The examiners shall prepare a sum-
mary report evaluating the bank’s loan portfolio quality on a statisti-
cal basis and addressing the appropriateness and effectiveness of the
bank’s policies, practices, and management within the context of the
bank’s statutory purposes. The examiners shall distribute copies of
the summary report to the bank, the legislature, and the governor.
(8 8.ch 109 SLA 1981; am § 7ch 49 SLA 1987; am §8 40, 41 ch 85
SLA 1988)

Effect of amendments. — The 1987 scribed by AS 24.20.27," und deleted the
amendment added subsections (b) and tc%. former last sentence in Bubscction Ih)
The 1988 amendment, effectivé June 2, which read "At the direction of the l.cgis-
1988, rewrote the first sentence in subsec-  lative Budget and Audit. Committee under
tion (@), which rﬁad "The Iegolslatlve aydi- X\S 24.20.271, Ih? «""'datjve auditor mn«
tor may cause the gank to e audited in Comjucl nr aU(iit Or the bank.
the manner and under the conditions pre-

NOTES TO DECISIONS

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

Chapter 83. Alaska Power Authority.

cle

Purpose_and Powers (§ 44.83.090)

. Power Cost Equalization Pro%ram (88 44.83.162, 44.83.165)

General Provisions (8 44.83.187, 44.83.195, 44.83.024)
Energy Program for Alaska (88 44.83.386, 44.83.398, 44.83410 — 44.83425)

NOTES TO DECISIONS

Authority not suable in federal and, as a state agenc%/, it enjoys the pro-
court. — The Alaska Power Authority tections of the eléventh amendment, M-K
cartmbot be S,léed |dn fed{a_ral cfourt as it can]-c Eng’g %(())gv.DAl'gslkakPovl\{qur6 Auth., 662 F.
not be considered a citizen for purposes o

the diversity statute, 28 U.S.F():. p§ 133, Hpp- (D. Alaska 1566).

Article 1. Creation and Organization.
Sec. 44.83.020. Creation of authority.
NOTES TO DECISIONS

Quoted in M-K Eng'g Co. v. Alaska
Fig%%%r Auth., 662 F. Supp. 303 (D. Alaska

}44.83.090
Sec. 44.83.030.

PState/iII ”i]n g/lfs_zKF%
wer Auth., .
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/
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Sec. 44.83.070.
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Sec. 44.83.080.
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19%6).

Sec. 44.83.090. ]
ties Commission,
methods which it n
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rized by law to eng
reasonable share oi
in a project, or for |
cause the powerto 1
the full cost ofthe e
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and other charges
44.83.425. Except
44.83.380 — 44.83.-
and distribution of
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NUMBER

EXAMINER'S COMMENTS AND CONCLUSIONS

scope of examination

Iri compliance with Chapter 81 of the Alaska Statutes as amended June 6, 1987, an
examination of the Alaska Commercial Fishing and Agricultural Bank was performed by the
Department of Commerce and Economic Development, Division of Banking, Securities and
Corporations, that contains financial information prepared in accordance with generally
accepted accounting principles.

LOAN PORTFOLIO

Analysis of the examination ratios indicate improvement in the quality of the loan
portfolio since the first examination on April 29, 1985. The ratio of adversely
classified loans to total loans decreased from 43.70% to 34.98% and the ratio of overdue
loans to gross loans decreased from 41.54% to 37.35%. While these ratios are still
considered to be above the norms, the trend shows definite improvement.

Of the $13,965,552 in adversely classified loans, $12,761,018 are nonearning loans
(nonaccrual loans), and of that total, seven borrowers account for $10,814,726. These
seven lines were all granted from 1981 to 1984, prior to the arrival of the present
management team. Since four of the seven lines are involved in bankruptcy proceedings,
there is little that present management can do to accelerate resolution of these problem
lines.

The reserve for loan losses has been increased to $3,427,597, or 7.70% of total loans,
and given loss classifications of $1,891,586 appear adequate to provide the necessary
loss protection.

BANK POLICIES AND PRACTICES

Since 1984, the senior management of the bank has been entirely replaced. As evidenced
by the examination ratios and trends, there has been significant improvement in the
bank's performance. The problem loans have been identified and are being handled as
well as circumstances permit. In addition, a new loan policy was adopted, and the loan
approval procedure is more closely controlled and monitored.

It is difficult, at best, to make the higher credit-risk loans as mandated by statute
and still remain a viable business. The nonearning loans are the largest impediment to
more profitable operations and the accumulation of capital to provide for growth and to
meet statutory obligations. The increased competition from commercial banks and other
state programs has taken some of the better quality customers, and the bank must contend
with borrowers of greater credit-risk, a higher cost-of-funds, and the nonearning

loans. Given the depressed economy, there is little more that can be done. However,
with the present policies and practices, the condition of the bank is such that it
appears capable of withstanding the current economic depression.

State Banking Authority
Frank J. Puschak by: Te
Barirer (Signature” Regional Director

B/ 0L



NUMBER

STATEMENT OF FINANCIAL POSITION

TYPE: &
egu lar
ASSETS AMOUNT

Net loans ana leases 41 s 1 13
Securities over one year

Subtotal 41 y 1 13
Interest-bearing deoository balances
Federal lunds sold and repos
Trading account assets
Oebt securities one year and less 5,390

Temporary investments 5,390

TOTAL EARNING ASSETS 46,503
Cash and noninterest-bearing depository balances 961
Acceptances (customers' liabilityl
Premises, fixed assets, and capitalized leases 250
Other real estate owned
Investments in unconsolidated subsidiaries
Intanaible assets
Other assets 1 ’ 506

TOTAL ASSETS

* Matures on or before July 20, 2000

SUMMARY OF ASSETS SUBJECT TO ADVERSE CLASSIFICATION OR SPECIAL MENTION

ASSET CATEGORY
Loans

Receivables
Other Assets

Totals -Current Examination

Totalsat  4/2y/8b examination
Totals at examination
Totals at examination

RATIOS

Adversely Classified Assets Total Assets

Adversely Classified Loans and Leases Total Loans ana ceases

%

84

84

==

ni 1

DATE:
11/30/87

LIABILITIES AND CAPITAL

Co'e deposits

Time deposits over 100M

Oeposits held in foreign offices

Federal funds purchased and repos
Other borrowings lincludes note optionl

Volatile liabilities

Acceptances outstanding
Other liabilities
TOTAL LIABILITIES

Mortgages and capitalized leases
Subordinated notes and debentures
TOTAL LIABILITIES AND DEBT

Limited life preferred stock
total EQUITY CAPITAL

49,220 100% TOTAL LIABILITIES AND CAPITAL
MEMORANDUM INFORMATION (Include ihe amc —is of brokered deposits maturing in one year or less and over one year.l

Special Mention

EXAMINATION RATIOS AND TRENDS

Overcue Loans and Leases Gross Loans and Leases

COMMENTS:

Examination ratios

FDIC 6300 04 A6l

indicate improvement

AMOUNT %
20,213 41
20,213 41
878 2
21,001 43
21,091 43
31,800 65
(3,671) 8
49,220  100%

Substandard Doubtful Loss | Total Classified
12,283 1,682 13,965
1,615 1,615
83 209 292
t
i
13,981 1,891 15,872
3b,891 3,317 39,208
L [ I
! ! 1
Current Exam. Prior Exam. Prior Exam. .Prior Exam.
11/30/87  4/29/85
32.25% 38.78%
34.98% 43.70%
37.36% 41.54%
reducing adversely classified loans and assets.



— NUMBER
ANALYSE OF BANK EARNINGS

COMPARATIVE STATEMENT OF INCOME INTERIM
TYPE: 11- JU-0T 1986 1985 1984
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) 819 536 114 (9,978)
Applicable Taxes 19 226 32
Net Operating Income (After Tax) 800 310 82 (9,978)
Extraordinary Credits (Charges), Net of
Tax Effect 19 226 32
Net Income 819 536 114 (9,978)
Other Increases/Decreases 209 220 (348) (234)
Cash Dividends
Net Change in Equity Capital Accounts 1,028 756 (234) (10,212)
COMPONENT RATIOS AND TRENDS
BANK
RATIOS 11-30-87 1986* 1985+ 1984+
Net Operating Income to Average Assets 1.59% 0.48% 0.09% (8.72)%
Net Interest Income (TE) to Average Earning Assets 6.51% 4.14% 4.87% 4.22%
Overhead Expense to Average Assets 4.85% 3.02% 3.12% 2.85%
Net Income to Average Total Equity 3.00% 2.01% 0.43% (31.49)%

COMMENTS:
* Based upon year-end data.

Trend analysis indicates improved earnings, but the increasing trend in overhead expenses
means that overhead should be reviewed with the goal of reducing expenses.

ANALYSIS OF LOAN AND LEASE RESERVES

RECONCILEMENT TO DATE 19c. 1985 ' r 1984
Beginning Balance 3,791 3,44* 5, JItf 4,140
Gross Loan and Lease Losses 125 889 3,486 10,534
Recoveries ] 688 375 470
Net Loan and Lease Losses (Recoveries) (62) 201 3,111 10,064
Provision for Loan and Lease Losses 75 50 1,235 11,242
Other Increases (Decreases)
Ending Balance 3,428 3,291 3,442 5,318
COMPONENT RATIOS AND TRENDS
RATIOS 11-30-87 iyh iydb iy84
Loss Reserve to Total Loans and Leases 7.70% 7.41% 5.22% 5. 61%
Net Losses to Average Total Loans and Leases (0.14)% N/A N/A N/A
Recoveries to Prior Period Losses 21.03% 19.74% 3.56% N/A
Earnings Coverage of Net Losses (X) (13.20) 2.67 0.37 N/A

COMMENTS:
N/A - Not Available.

A ratio of 7.70% for loss reserve to total loans indicates a conservative and adequate level

of reserves.

FECEDGR381L 5.
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ALASKA COMMERCIAL FISHING | AGHICUI HRE BANK

Executive Message to Members

May 11 1988. marked the close ol CFAB's Hist twelve-
month fiscal year after seven yearsof operating on a calen-
dar year basis and afive-month transition year™ which
ended on May Il, 1987 While that makes certain kinds of
comparisons difficult your Board of Directorsand manage-
ment are pleased with the results ol the year justended and
with the identifiable and measurable indications of con-
tinued progress.

O perating Results am i E ffects

Asshown in the Financial Reports section of this Annual
Report, CFAB's Fiscal 1988 operations resulted in about
$2/110.200 of proceeds before non-recurring items and
before the imputation of any income tax effect. There was
one particularly distressing and costly extraordinary event:
In late 1987 an Anchorage Superior Court jury concluded
that, several years earlier, CFAB had negligently and
improperly responded to developments and circumstances
which involved a multiplicity of parties, a loan proposal to
finance a vessel refurbishing, and an undisclosed seaman's
lien. There were $688,500 of net proceeds available after
the effects of that judgment, and the Board of Directors
acted toapply thatamount to reduction of the unallocated
and undistributed 1984 loss. One of our major objectives
continues to be toamortize that lessina manner which will
equitably spread the burden overa number of years.

The gradual reduction of that unallocated and un-
distributed 1984 loss produces a clear benefit to existing
and future CFAB member-borrowers. But the effect of that
benefit is diffused: no member-borrower isable to identify
or calculate a specific effect on his or her foan account.
However, the factors and events which led to that reduction
do in fact have the additional effect of lessening the
demands CFAB must make on those member-borrowers.
Accordingly, we were pleased to announce a ‘Apercent
ieduction in CFAB"s Variable Base Interest Rate effective July
1, 1988. Furthermore, as thismessage isheing written there
are planstoimplementa second reduction, also '/ percent,
effective September 1. 1988.

The Trend Toward Financial Stability

What were these "(actors and 'events™ which are now
generating benefitsand relieving pressures for CFAB and its
member-borrowers? The answer can be lound ina review of
earlier Annual Reports. Since 1984. there has been ineach
report to members a discussion of CFAB's buiden of non-
performing loans. Each of those non-performing loans
represents dollars which CFAB hasborrowed and on which
it must pay interest: but since the non-performing loan is
not itself producing interest, CFAB has necessarily relied on
other rnember-borrowers to carry the extra burden. Any
interested observer ol the Alaska commercial banking com -
munity over the past several yearscan undoubtedly under-
stand and appreciate the dangers which an excessive
volume of non-performing loans present for a lending
institution,

Although this report to members isabout CFAB'sopera-
tions in Fiscal 1988, a clearerand somewhat more dramatic
view of the significance of non-earning loans and of the slow
and difficult process of dealing with them can be gained by
comparing data at May 31. 1988, and at May 31, 1985
(which was notan audit date). The following schedule shows
the number of borrowers with non-earning loans of
$1,000,000 or more: $500,000 to $999,999; etc. as of those
two dates.

May 31 1985 May 31. 1988
Number ol Number ol

Size of Loan Accounts  Borrowers Total Borrowers Total
Over S1.000 000 7 520,165,695 2 5 5.300.515
5500.000/5999,999 4 2 552 087 2 1.548.479
$250.000/5499.999 5 1044.819 3 988.611
S100,000/5249,999 1 2041.415 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

The reduction of about $17.9 million in non-earning loans
during the 3-year period iscertainly a positive indicator of
CFAB's relative financial health, but unless that reduction
hasbeen the resultof cash proceeds orof conversion toan
interest-earning asset - rather than the resultof charge-offs
or of acquisition of non-productive collateral - it has little
constructive effect.



The schedule below, then serves lo make more evident
wh.il tiie uclu.it effect of Ihe* non-earning lo<m reduction has
heen.
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The positive change ol nearly S21.0 million lan amount
well inexcess ol the $17.9 million reduction in non-earning
loans) isa meaningful indication of CFAB"s viability today.
We believe and intend that Fiscal 1989 will mark the tran-
sition from a "rehabilitation™ mode to one of controlled
growth for CFAB.

A chievements in O verhead Reductions

There isanother important element to CFAB's recovery
inwhich we take special pride and which we must mention.
Itwas evident three and one-half years ago that CFAB's
basic operating costs - its "overhead™ - needed to be
drastically reduced, even while we were committing major
and sometimes costly resources to the administration and
liguidation of non-performing floans. Those operating
expenses had averaged slightly more than $3.2 million
annually in the years 1981 through 1984. Incalendar 1985.
they were reduced to $2.8 million. There was significant
reduction, to SI.9 million, in calendar 1986. For the five-
month fiscal "year™ ending in May 1987 those expenses
were incurred at an annualized rate of about $2.0 million.
The total for fiscal 1988 was less than $1.8 million. That
represents a 47 percent reduction from CFAB's peak year
(19821 for operating expenses, and translates into $3,300
less annualized costs for each and every loan on CFAB's
books at May 31,1988!

While we take pride inthe accomplishment just mention-
ed. there isgreater pride inemphasizing to you that itwas
essentially an accomplishment of CFAB"s entire staff. Direc-
tors and managers establish objectives and policies, and
provide direction, but implementation and achievement re-
quires the constant and committed effort of every single
staff member at every level. CFAB"s staff today isa small

group, innumbers: but Itsoverall quality and itsrecord of
accomplishments are admired within the Alaska financial
community As-ownersof G AB, you also should take pride
in that stall

O ther M easures of Progress

Thereareanumber of other matters, with varying levels
of significance and visibility, which developed oroccurred
during Fiscal 1988:

« At the end ol the year, member-borrowers" equity
investment under the "new"™ Class B Preferred Stock pro-
gram totaled $1.053,400. While there isno special mean-
ing to that number, we believe that exceeding $1.0 million
isa notable milestone for the 2'/2year-old program.

« As of November 30. 1987, the Slate of Alaska's bank
examiners performed the firstannual examination of CFAB
inaccordance with statutory amendments proposed by
CFAB, and passed by the legislature, inearly 1987. Inevery
substantive way. the examiners' findings and report were
consistent with CFAB"s own evaluation of itsoverall finan-
cial condition and of its loan portfolio.

o CFAB's Bylaws were amended by the Board of Direc-
tors and distributed to all members in May. There were
numerous changes. Particular objectives, which we believe
were achieved, were to make the procedures for
nominating Director candidates, and for the election of
Directors, simpler and more efficient as well as to make it
more practically possible for any interested member to
become acandidate.

o Theexposure and delivery of CFAB's credit services to
prospective applicants isbeing enhanced by our develop-
ment of a Loan Correspondent program. This program,
simple in concept but with significant potential impact,
involves the selection and designation of businesspersons
or professionals to act as liaisons or points of contact for
CFAB in fishing communities around the state. Their role is
to provide basic information about CFAB to inquirers and
to offer assistance in organizing and preparing loan applica-
tionsand supporting information, incommunications with
CFAB. and in finalizing a loan transaction. They are not
CFAB employees, and they have no influence on CFAB'S



decision-making process: but they can be vital links in what
is sometimes a confusing, intimidating, and/or costly
application process. As of this writing, CFAB has Loan
Correspondents in various communities in Southeastern
Alaska and inthe Prince William Sound. Southcentral, and
Kodiak areas - by the end of 1988, we hope to have the
network extended into the Bristol Bay area and Western
Alaska.

o Foraperiod from December 1983 through the end of
1985, CFAB had in place a supplemental member invest
ment program known as the "C Stock Redemption Plan." It
was intended to accelerate the accumulation of member-
borrower equity, inanticipation of the future need to retire
the State's equity investment in the Bank. Member-
borrowers whose loans were obtained or modified during
the period mentioned were participants inthe program and
continued to make the required investments, so long as
their respective loans were outstanding, through the end of
1987.

Because of perceived ineffective or inappropriate features
of the C Stock Redemption Plan. CFAB's newZ Class B
Preferred Stock program Imentioned earlier) wasadopted
inlanuary 1986 asa primary vehicle for borrower-member
equity investment in the Bank. Inearly 1988 the Board of
Directors concluded that, as a matter of practicality and
equitability, the relatively small amount - $251,919 - of C
Stock Redemption Plan investment should be retired, with
the proceeds returned to the owning member-borrowers.
That wasaccomplished as of March 3L depending upon the
respective circumstances of member-borrowers" loan
accounts, the proceeds were paid in cash or applied to
outstanding balances or, ininstances where the Bank had
earlier recognized a loss of principal or interest, were
transferred to CFAB's Allowance for Loan Losses account.

 In lanuary 1986, CFAB introduced its Modified Level
Payment loan program - a fairly simple concept within
which a loan's repayment installment amounts were fixed
for three yearsata time, even though the interest rate might
vary. At the time of introduction, we believed that loan
structure might appeal to some borrowers as a desirable
alternative to the traditional repayment requirement of
fixed principal amounts plus interest. CFAB'S borrowers
have voted by theiractions, however, and by an overwhelm-
ing margin they have been selecting the Modified Level Pay-
ment plan as most suitable to their needs.

o Since June 1987 anil as a result of amendments to
CrAB's statute passed by the 1987 State Legislature, the cir-
cumstances under which CFAB may accepta Limited Entry
Permit as loan collateral have bheen broadened. We have
seen aconsiderable increase in the demand for such loans,
a trend toward establishing permits as more useful assets
for Alaska fishermen.

As the prices for which many permits are traded creep
higher, and as an increasing number of the earliest per-
mitholders reach retirement age, we have encountered
many instances in which the potential or desired sale of a
permit toa younger local fisherman - frequently a second
generation member of the same family - cannot be com-
pleted because the intended buyer is not able to make a
cash purchase and has notacquired sufficient resources or
experience to warrant normal financing by CFAB. We have
developed aconcept under which we believe CFAB could
properly and constructively provide financing in certain of
those cases, but the concept cannot be implemented
without further amendment to CFAB's statute. We intend to
ask the 1989 State Legislature for those amendments.

The 1988 Annual Meeting

In 1986.and 1987, CFAB held its Annual Meetings in three
sessionseach - sessionswere held in Ketchikan, Cordova,
Sitka. Kodiak, and Anchorage (twice). The Board of Direc-
tors and management continue to be attracted to the
philosophical arguments in favor of holding meeting ses-
sions in local communities, but ithas not been a successful
approach in terms of overall attendance. We have con-
cluded to hold the 1988 meeting in one session, in An-
chorage, only: but we are also exploring the feasibility of
re-institutirig local and informal meetings throughout the
year, involving a limited number of CFAB personnel, inorder
to provide communications opportunities for more
members. We welcome members' suggestions.

Paul A. Huppert

Chairman, Board of D irectors

Edward E. Crane

President
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1988 Loan Activity and Economic Impact

CFAB's Board of Directorsand management continue to
believe that the very existence ol the Bank isa major and
positive factor for participants in the resource industries
which it serves - particularly those participants in the
seafood industry, The number of sources of financing lo that
industry, especially to the harvester segment, is qu-Te
limited: and CFAB's presence in the market provides a
strong competitive element.

During the past three to four years, the focus of CFAB's
staff, and of the institution as a whole, has been primarily
on rehabilitation and on the management of its non-earning
loan accounts. The Bank hasnot been aggressive inseeking
new business, and it appears to have been generally

perceived over that period as an unattractive lender. Con-

sequently. CFAB's outstanding loan volume has shrunk
dramatically since a year-cnd peak of $103.6 million at
December 31. 1983.

That shrinkage slowed in Fiscal 1988. At May 31, outstand-
ing loan balances were about 6.1 percent less than at May
31 1987. There were 110 new term loans made during Fiscal
1988. Those loans totaled about $7,706,000, of which
$1,303,000 was to refinance existing loans; the remaining
$6,403,000 was "new" money. Of the 111 loans made. 44
were to existing CFAB members, but 67 involved totally new
members. That latter number is gratlfyingly high in com-
parison to the experience of the previous three years.

CFAB's impact ismanifested inother ways. Inaddition to
the new term loans mentioned above (most of which were
to individual fishermen), the Bank established seasonal
revolving lines of credit totaling $18.3 million for processors
during Fiscal 1988. Nearly $17 million of thatamount was in
the seafood industry: the remainder was for timber process-
ing. A major percentage of the dollars borrowed by these
Alaskan processors is for their purchases from fishermen, so
CFAB's position in the flow of proceeds to fishermen from
the ultimate purchasers of finished products is extremely
important.
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Balance Sheets

Assets
Cash
Temporary investments ..

Loans and other receivables, net ol allowance lor loan losses

0l S2.197.140. $3,367,869and $3.291.02

B

Accrued interest receivahle |

[nvestment in Spokane Bank for Cooperatives
Bank premises, furniture and equipment, net

Acquired assets held 101 Sale s
R T
Liabilities

Accounts payable and accrued expenses..
Accrued interest payable .
Class B preferred stock subscrptions .
NOTES PAYADTE s

Commitments and Contingent Liabilities (No

Capital and patronage
Share capital -
Class C special preferred stock. $10,000 par

te Il

value,

authorized 4,000 shares, outstanding 3,180 shares

Class B preferred stock, $100 par value, auth
400,000 shares, outstanding 31,287.
39,693 and 40,410 shares

Loans receivable on Class B preferred stock

Class A membership stock. $10 par value.

orized

authorized 10,000 shares, outstanding 1,068,

1,002 800 975 SHATES s
Cstock retirement po ol
Capital inexcess 0f par value .o
Contributed capital e
Allocated undistributed patronage .o
NEEPTOCERTS s
Unallocated patronage deficitu

See notes to financial statements.

May 31, December 3L

1988 1987 1986
$ 126,046 $ 7315 § 147.410
4,150.000
39,419,164 41,010,553 41 130,799
2,001,891 2.384.196 1.306,952
5,526,629 5.390.548 5,390,548
169,920 297.266 351,874
85.589 83,007 83.007
13,389 23,511 28,997
$47,342,628 $49 196,396 $52,589,587
$ 138482 § 231523 $§ 191.979
290,327 388,743 233,634
5,700 60,163
18,649,657  21.293,770 25,002,539
19,084,166 21,914,036 25,488,315
31,800,000 31.800.000 31,800,000
3,128,700 3,969,300 4,04 1.000
(2,075,300)  (3,448,7001  (3,698,500)
10,680 10,010 9,750
32,864,080 32,330,610 32,152,250
251,919 184,930
95,310 89,280 86,940
144,626 144.626 144.626
33.104,016  32,816.435 32,568,746
825,691 825.691 825,691
147,708 535,780
(5,671,245)  (6.507.474)  (6,828,945)
28,258,462  27.282,360 27,101,272
$47,342,628 $49,196,396 $52,589,587



MWACOMM RIA risC. EC > ImR T

Statements of Net Proceeds

Interest Income
[nterest on loans and other receivables
Interest on temporary Investment-

Interest expense
Loss on sale of assets
Provision for loan losses

Other Expenses
Salaries and benefits
Occupancy expense
Depreciation and amortization
Travel, lodging and meals
Professional fees
Office operations
Advertising and promotion
Directors' fees
Telephone and postage
MASCEITANEOUS v

Unusual Item - Costs and Settlement of Litigation

Proceeds before income tax expense and extraordinary credit .

[ncome tax expense

Proceeds before extraordinary credit. .

Extraordinary credit - Utilization of net operating loss carryforward

Net Proceeds

See notes to financial statements.

Year ended
May 31,

1988

$5,712,091
3,707

5.715.798

1,936,013
37,799
1451,699)

1,522,1 13
4,193,685

1,233,697
170,808
92,086
59,089
58,149
47,182
41.129
31,725
26,899
22,680

1,783,444
2.410.241

1,721,720

688,521

274,000
414,521

274,000

$ 688,521

Five months
ended May 31,

1987

$1,966,333
30,990

1,997.323

964,863
4,526
49.300

1.018.689
978.634

512,1 17
82,599
45,422
25,370
84.415
31.951
20.832

7,500
14,399

6,321

830.926
147,708

147,708

53,000
94,708

53.000

$ 147,708

Year ended
December 31,

1986

$6.1 19.445
if>5.143

6.284,588

3.765.900
1.347
50.470

3,817.7117
2.466.871

1,184.760
203,379
131,789

66,219
110.181
64.246
67,861
25,650
40.484
36.522

1.93 1.091
535.780

535.780

226,300
309,480

226,300

$ 535,780
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Statements of Cfiamjes in Capital and Palromuje

Balance. January 1 1986
[ssuance (redemption) ol stock during die year:

Class B preferred stock. 25, 1ts shares, net

Class A stock, 41 shares
C Stock retirement pool:

Class B preferred stock assessments, net of assessments receivable
Reduction in loans receivable on Class B preferred Stock o
Loan principal charged against allocated undistributed patronage
Net proceeds

Balance, December 31, 1986

Amortization of unallocated patronage deficit
[ssuance (redemption! of stock during the period:

Class B preferred stock, 717 SAres, N et
ClASS A SEOCK, 26 SHATES oo
Reduction in foans receivable on Class B preferred StoCK o

C stock retirement pool:
Class B preferred stock assessments, net of assessments receivable

PAtronage refunds Pail s ————————————————————.
NEE P T 0 C LIS corvrnrmsrmmmsmmmssmsmsmssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnnes

Balance, May 31, 1987 s

Amortization of unallocated patronage defiCitmmmmmmmmmmmmmmm———

Issuance (redemption) of stock during the year:

Class B preferred stock. 8,406 SNATeS, N & 1 s
ClaSS A STOCK, B7 SHATES s
Reduction in foans receivable on Class B preferred STOCK s

C stock retirement pool:

Retirement of Class B preferred Stock aSSESSMENTS ommmsmmmmmmssnnsnns
R - N
Amortization of unallocated patronage deficit .

Balance, May 31, 1988

See notes to financial statements.

C stock
Share retirement
capital pool
$31,809,310 $ 92.152
(2,543,5001
440
92.778
2,886.000
32,152,250 184.930
(71,700)
260
249.800
66,989
32,330.610 251,919
(840,600)
670
i.373,400
(251.919)

$32,864,080

Capital in

excess ol

par value

$ 82,980
3.960
86,940
2.340
89,280
6.030

$ 95,310



Allocated Unallocated

Contributed undistributed Net patronage
capital patronage proceeds deficit Total

$ 144.62b $1,045365 § (e $(6,828,945) $26,345,488

(2.543,500)

4,400

92.778

2.886.000

(219,674) (219.674)

535.780 535.780

144,626 825,691 535.780 (6,828.945)  27.101.272
(321.471) 321.471

(71,700)

2.600

249,800

66.989

(214,309) (214.309)

147.708 147,708

144.626 825.691 147,708  (6,507.474) 27.282.360
(147,708) 147,708

(840,600)

6.700

1,373.400

(251,919)

688.521 688,521

(688.521) 688,521
$ 144626 5 825.601 § - $(5,671,245) $28,258,462
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Statements of Changes in Financial Position

Source of Funds:
From operations
LA N L S —
[tems not requiring the use of funds:
Depreciation and amortization
Provision for loan 108585 e
Loss on sale 0f aSSets

Funds provided from operations
Net proceeds from sale of assets
Proceeds from StOCK 1SSUANCE cmmmmmmmsmmmsmmsnsrnnsinn
DECTEASE IN CASN s

Decrease in temporary investments .
Decrease inacquired assets Neld 1or Sale
DECrease N 08NS s
Recoveries on foans charged off, net
DECrease in OLhEr ASSEES s
Decrease inaccrued interest receivable .
[ncrease inaccounts payable and accrued expenses

[ncrease inaccrued interest payable .
Increase in Class B preferred stock subscriptions. ..
[ncrease in Class B preferred stock assessments,net
[ncrease in Class B preferred stock, net

Use of Funds:

Loans charged off, Net of TECOVETIES wmmmmmmmmmmmmmmmmnns sovmsmmssssrnns
Loan principal charged against allocated undistributed patronage
[NCTEASE 1N CASN ovrvssvssvsssssmsrsssmssmssmssssssssssssssssssssssssens s s
[NCrease in temporary iNVeSIM eNtS s
[ncrease in accrued interest reCeivable .
[ncrease in investmentin Spokane Bank for Cooperatives .
[ncrease in bank premises, furniture and equipment s
PAtronage refunds Pail o s—————
Decrease inaccounts payable and accrued eXPensSesS
Retirement of Class B preferred stock assesSMents s
[ncrease inacquired assets Neld for TeSale
Decrease inaccrued interest Payahle e
Decrease in stock subscription payable i s
Decrease in NOLES PAYADIE s

Se des tofiraad Satenats.

Year ended
May 31,

1988

5 688,521
92,086

(451.6991
37,799

366,707

6,700

2,162,118
10,122
382,305
5,700

532,800
§4.066.452

$ 719,030
118,731
136,081

2.539
93,041
251.919
2,582
98,416

2,644,113

$4,066,452

Five months
ended May 3L, December 31,

1987

$ 147,708

45.422
49,300
4.526

246.956
4,660
2,600

140,095

4,150,000

43,403
27.543
5.486

39.544
155,109

06,989
178,100

$5,060,485

1,077,244

214.309

60,163
3.708.769

$5,060,485

Year ended

1986

$ 535780

131.789
50.470
1.347

719,386
1.368
4,400

1,523,157
215151 11
61,566
808.394

60,163
92,778
342,500

$25,128,823

$ 200.574
219,674
40.637
950.000

138,125
14.874

116,038

183.146

23,205.755

$25,128,823



AtASKA COMMCKOAT FISVINO L ACKIi.UI thH HANK
Nt/fCSIo Financial Statements

Year Ended May 31, 1988, Five Months Ended
May 31, 1987, and Year Ended December 31, 1986

Note A - Summary of Significant Accounting Policies:

0 perdlias The Alaska Commercial Tishing .md Agriculture
Bank [CPAB| was Incorporated on May < 1979 to promote
growth of Alaska agriculture and fishing by providing debt
financing to resident-owned businesses engaged in
harvesting, processing or marketing, and to promote itsown
growth as a strong user-oriented institution through
cooperative ownership and sell-governance.

luhml onbaars The accrual of income issuspended on loans
for which the payment ol interest iscontractually past due
more than 90 days.

Imrshmenl H Spokane B unit karCogperatives The investment in
Spokane Bank lor Cooperatives (SBC) isstated at cost plus

noncash patronage notifications. No ready market exists for
this investment. Patronage dividends from SBC reduce in-
terest expense to SBC in the year declared.

Allonare krloon beses The allowance for loan losses isbased
upon specific identification of uncollectible loans and a
general teserve for those loans not specifically identified.

Acouired ests held farsole Acquired assets held for sale in-
clude those assets acquired through foreclosure. These
assets are carried at the lower of fair value or the recorded
investment in the related loan. Holding costs are expensed
when incurred unless such costs increase the fair value of
the asset.

Bofi pranises furitureand equipment Bank premises, furniture
and equipment are stated at cost less accumulated
depreciation and amortization. Depreciation and amortiza-
tion are charged to operations by use of the straight-line
method over estimated useful livesof three to ten years. Ex-
penditures for maintenance and repairs are charged to
operating expense as incurred. Expenditures for renewals
or improvements which extend the life of an asset are
capitalized at costand depreciated as stated above. Upon
sale, retirement or other dispositions of property, the cost
and accumulated depreciation are removed from the
respective accountsand the resulting gain or loss recorded.

Income fNines Cf'AB qualifies as a cooperative under Sub-
chapter fol the Internal Revenue Code. Deferred income
faxes may ..rise as a result of differences in the time ol
reporting for financial and Federal income lax purposes.
[fie most significant difference relates to the allowance lor
loan losses. Deferred taxes have been offset by net
operating loss carryforwards. At May 31 1988. approx-
imately $V>00,()0() of loss carryforward remains.

Chancein il jeured During 1987, the Board of Directors
voted to change from a fiscal year-end of December 31to
May 3110 better reflect tfie Bank's fiscal operating cycle. Ac-
cordingly, financial statements as of May 31, 1987 and for
the five-month period the.iended are presented.

Rdasdficatios Certain reclassifications have been made to
1986 information to conform to 1987 and 1988
presentations.

Note B - Loans:

CFAB's loan portfolio by major category isas follows:
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

43,091,60<I <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 u14.378.422 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



ALASKA COMMLKCIAL  TIHINC.1. AC.HIH 1T DANK
NOteS to Financial Statem ents ruiilliiucil

Inaccordance with ils statutory mandate and autliorily,

CFAB's financing activity is limited to the Alaskan commer-

cial fishing and agriculture industries. Thisconcentration of
loans in resource-based industries results Inan unusual level
of risk exposure.

The floan portfolio includes loans which have been
classified as nonaccrual. Nonaccrual loans by major
category are as follows:

May 31, December 31.
1988 1987 1986

Seafood harvesters S 3.982.047 5 5.776,531 $ 5,311.987
fish processors 1,122,643 3.726.235 4,441.655
Agrlculti-e and limber 5,830,615 7.579.151 7 569.743
Less loans receivable

on Class B preferred

slock 1888.700)

SID,046,605 515,526,520 515.783.785

11,555.400) (1.539.6001

Activity in the allowance for loan losses isas follows:

May 31, December 31,
1988 1987 1986
Balance at beginning
ol year 53.367,869 $3,291,026 53,441.130
Charged lo expense
(incomel (451.699) 49.300 50.470
Recoveries on loans
previously charged oil 125,318 117.491 688,266
3.041,488 3.457.817 4.179.866
Loans charged olf (844.348) 189,948) (888,8401

Balance at end ol year 52,197,140 S3.367.809 53.291.026

The allowance for loan losses is re-evaluated by manage-
mentand increases or decreases are recorded through the
current period provision for loan losses.

Loars odredtars To qualify for election to the CFAB Board of
Directors, an individual must be a borrowing member.
Loans to members who serve on the Board of Directors
must be approved by the SBC. Loans to these members
totalled $113,897. $129,094 and $i41.247 at May 31. 1988
and 1987.and December 31, 1986, respectively.

Note C - Investment InSpokane Bank for Cooperatives:

The Spokane Bank lor Cooperatives isa member of the
Farm Credit System. The Farm Credit System has incurred
losses during 1986.and 1987. Continued losses may result
inimpairment ol (he investment in the Spokane Bank for
Cooperatives in future years as the result of system-wide
loss sharing arrangements ineffectamong system members.

Note D - Bank Premises, Furniture and Equipment:

The following represents a classification of bank premises,
furniture and equipment by major category:

May 31, December 31,
1988 1987 1986
furniture. fixtures and
equipment 5 833,146 5 868.405 5 893.365
Leasehold improverncnls 147.202 147.202 147.202
980,348 1,015,607 1.040,567
Less accumulated
depreciation and
amortization 1810,4281 1718.3411 1688.(>93|

S 169,920 $ 297.266 S 351.874

Note E - Notes Payable:
Notes payable consists of:

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 S21.293.770 S25.002.539



M ASKA COMMERCIAL FISHING & AGRICULTURE BANK

NOteS to Financial Statements coumimrn

The loans are secured by substantially all CFAB assets.

Principal payments required on notes payable are as
follows:

Yearending May 31, Amount
1989 $8,649,657
1990
1991
1992 5.000.000
1993 5.000.000

Note F — Employee Benefit Plans:

CFAB has an employee benefit plan as defined under
Section 401(k) of the Internal Revenue Service Code cover-
ing substantially all emplo, “es.

An employee is allowed to contribute up to 13% of
his/her earnings to the maximum limitallowed by the Code.
Contributions by CFAB to the plan are at the discretion of
the Board of Directors.Contributions by CFAB for the year
ended May 31,1988, five months ended May 31.1987,
and year ended December 31. 1986 were $65,539.
$26,169 and $57,422. respectively.

The Board of Directors voted to terminate CFAB's floor

retirement pension plan during 1986. As of December 31

1986, the net assets available for benefits under the floor
retirement plan was $34,000. Thisamount will be refund-
ed to CFAB upon the approval of termination by regulatory
agencies. Inaccordance with generally accepted accounting
principles, no gain will be recorded until the regulatory ap-
proval of the termination isobtained.

Note G — Capital:
Sfiarecgital. Shares owned by the State of Alaska must be
repurchased by CFAB on or before July 20, 2000.

Preferential shareholders' rights on dissolution are at-
tached in the order of Class C. Class B and Class A.

The following rights apply to the three categories of stock:

Class C - No voting or dividend rights. May only be issued
to the State of Alaska.

Class B - No voting rights. Class B stock may only be held
by members of CFAB. Prior to December 31,
1985, all loans required a purchase of Class B
stock in an amount equal to 10% of the loan
balance: however, thispurchase was not funded
but was evidenced by notes. On loans made
subsequent to December 31, 1985, each bor-
rower is required to make a cash purchase of
Class Bstock inanamount equal to 5% of the total
loan. This investment will remain in place until
retired by the Board of Directors.

Class A -No dividend rights. Each member of CFAB must
own one share of Class A stock. Each share of
stock carries one vote. To vote, a member must
be engaged incommercial fishing or agriculture
and must be a current borrower or have
borrowed from CFAB during the preceding two
yearsor have minimum retained patronage earn-
ings with CFAB of $2,500.

( Stock retirevent pook: Loans made by CFAB during the
period December 1982 to December 1985 were subject to
asupplemental investment requirement called the C Stock
Retirement Program. Members borrowing during that
period were required to make annual year-end investments
related to their respective usage of CFAB funds during that
year. The program was discontinued, with respect to new
participants, upon adoption of CFAB's current Class B
Preferred Stock investment policy at lanuary 1, 1986. In
March 1988. the accumulated investments in the C Stock
Retirement Pool, totaling $251,919, were retired. Proceeds
were returned incash tomembers whose loans had been
paid in full or were applied to the credit of members with
outstanding loan accounts.
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NOtESto Financial Statem ents roiillinicil

Note H— Income Taxes:

[ncome tax expense consists ol the following:

Five months Year ended

Year ended ended December 31
May 31, 1988 May 31, 1987 1986
Current;
Federal S1 36.000 5 421 DD $179,800
Stale 28,000 93.000 46.300
164.000 514,000 226 100
Deterred
Federal 77.000 1380.0001
State 33.000 181.0001
110.000 1461.000I
S274.000 S 53.000 S226.300

At May 31. 1988, CFAB had available for financial repor-

ting purposes approximately $5,500,000 of net operating
lo:scarryforward which expire May 312000, ilnot used to
reduce future taxable income.

Note | — Restructure of Loans:

During the year ended May 31. 1988. the terms of non-

accrual loans totalling approximately $1,500,000 were
modified through negotiation, and the loans were restruc-
tured as a note receivable. The interest rate on that note
receivable was reduced from CFAB's normal lending rate for
a period of three years. Interest income of approximately
$130,000 was received and recorded on this note for the
yearended May 31,1988: ifthe interest rateson the original
loans had remained in effect, approximately $200,000 of in-
terest would have been due durrg that period.

Note J— Commitments and Contingent Liabilities:

Gotingendies CFAB is a litigant in several legal actions arising
from normal business activities including actions related to
delinguent loans and foreclosures. CFAB reserves for poten-
tial Tosses on delinquent loans as described in Note A. As to
litigation outside of delinquencies and foreclosures,
management believes that those actions are without merit
or that the ultimate liability, if any, resulting from them will
not materially affect CFAB's financial position or its results
of operations.

Griiniilmriils C1-AB has entered into certain noncnncelable
long-term operating lease agreements for buildings. Rental
expense under these leases totalled $165,348. $78,558 and
$192/150 for the year, five monthsand yearsended May 31,
1988 and 1987. and December 31. 1986. respectively.
Minimum annual lease payments are as follows:

Year ending May 31, Amount
1989 $174,000
1990 43.000

Note K — Subsequent Event:

On July 19, 1988. the Federal Bankruptcy Court in
Anrhorage confirmed the Plan of Reorganization inconnec-
tion with the Chapter W proceeding of one of CFAB's larger
borrowers. CFAB subsequently received approximately $5.7
million of cash and released all of its claims against the
debtor. The entire proceeds were applied to reduce CFAB'S
borrowings from the Spokane Bank for Cooperatives and,
in addition, CFAB's nonaccrual loans outstanding were
reduced by an amount inexcess of $3.0 million.



N"louche Moss

Board ol Directors

Alaska Commercial Fishing
and Agriculture Bank
Anchorage, Alaska

We have examined the balance sheets ol Alaska Commercial Fishing and Agriculture Bank
as of May 31, 1988. May 31, 1987 and December 31, 1986, and the related statements of net
proceeds, changes in capital and patronage, and changes in financial position for the respective
year, five months, and year then ended. Our examinations were made inaccordance with
generally accepted auditing standards and. accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances

[nour opinion, the financial statements referred to above present fairly the financial posi-
tion of Alaska Commercial Fishing and Agriculture Bank as of May 31, 1988, May 31. 1987 and(
December 31, 1986. and the results of itsoperations and the changes in its financial position
for the respective year, five months, and year then ended inconformity with generally
accepted accounting principles applied on a consistent basis

Certified Public Accountants
July 1, 1988
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Board of Directors and Staff

Board of Directors Staff

Paul A Huppert [vei Amundsen A. W. Hall

Chairirum Assistant Vice President Business Development Officer

Robert Waldrop Karl D Barnard Lola f. Hart

Vice Chairman Vice President Assistant Vice President

Gilbert Gunderson Dan Berkshire Evelyn (ohnson

Secretary-Treasurer Vice President Receptionist

Hyoung "Henry™ Kirn Christina P. Boyce-l.ce Sharon A. Morgan

Director Receptionist Administrative Support Secretary

Alan D. Otness Darleen S. Church Mary B. Ober

Director Vice President Documentation Assistant

Dean Paddock Robert H. Clark David G. Rogers

Director Assistant Vice President Senior Vice President

Harvey Samuelsen Wendy M. Clark Douglas W. Sindt

Director Administrative Secretary Data Processing Supervisor
Rosemary G. Cox Lora C. Smith
Bookkeeper Senior Bookkeeper
Edward E. Crane Deborah A. Tosch-Price
President Documentation Paralega
John W. Enge Godelieve C. Van Lint
Fisheries Analyst Administrative Support Clerk

DeLories M. vonGemmingen
Executive Secretary
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SENATE COMMITTEE REPORT

FIRST COMMITTEE OF REFERRAL

Date of 5-DAY NOTICE
IN ACCORDANCE WITH UNIFO LE' 23

FURTHER

**FEISCAL NOTE(S) MUST BE ATTACHED

IN ACCORDANCE WITH AS 24.08.035
DATE TURNED INTO OFFICE 7s

1/9/89
Mr. President:

RESOURCES Committee considered SB 83

transfer of assets of the Alaska Resources Corporation upon
dissolution; and providing for an effective date.

and recommended:

[ ] replace with CS [] same title
[] new title

[ ] attached amendment(s) and

[ 1 letter of intent adopted

do pass
[ ]do not pass
[ ]no recommendation
[ ]Jindividual recommendations

[ ]further referral to

FISCAL NOTE(S) attached [ 1T zero A ] fiscal impact
[ ] appropriation no FN attached Gov. FN introduced w/ bill
MEMBERS OTHER RECOMMENDATIONS

[ ] Committee backup attached



SIAIE O- AASA HLL VERAON

1990 LEAS AINE E5ON RLA1SH DAE
HSCAL NOE
REQUEST:
Revision D ate: Agency Affected:Department oF Revenue
Title:Transfer 0of ATaska RESOUrCES BRU:Treasury
Corporation assets upon dissolution
Sponsor:Rules Components:
ReouestonGovernor

EXPENDITURES/REVENUES:  (Thousands of Dollars!,
| I FY 8 FY 90 1FY 91 | FY 92 1 FY 93 IFY 9%

OPERATING J | | | | |

| PERSONAL SERVICES
| TRAVEL I
j CONTRACTUAL
| SUPPLIES
| EQUIPMENT
j LANDS & STRUCTURES
i GRANTS, CLAIMS
| MISCELLANEOUS
TOTAL OPERATING

1 CAPITAL 1 - 1 1 - 1 - 1 - 1 -
1 REVENUE 1 - 1 T R T T

FUNDING: (Thousands of Dollars)

| GENERAL FUND | - | 1 - 1 - 1 - 1 -
| FEDERAL FUNDS | - | 1 - 1 - 1 - 1 -
| OTHER ) - | 1 - 1 - 1 - 1 -
1 TOTAL 1 - 1 1 - 1 - 1 - 1 -
POSITIONS:
| FULL-TIME | - | 1 - 1 - 1 - 1 -
| PART-TIME | - | 1 - 1 - 1 - | -
1 TEMPORARY I - I 1 - 1 - 1 - 1 -
ANALYSIS: (Attach a separate page If necessary)
Prepared 8v: Milt Barker (HP) / Phone: 465-2350
Division: Treasury s'? i, / Date: December 29. 19RQ
b/L

Approved by Commissioner: Hugh Malone ~ n Date: December 29, 1988

Agency: Department of Revenue

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page 1 of 1
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MANAT
Nl © the AT Resouraes Onrpormit fen AxJ
npxally, fir Alada iaensblr restiro> develgarent
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fud; ird providing for an effective due.

St ] FAMICK AD RRROE. () Hie leelsialure fimll tint

@ it 5 In te host interests oftte slate- © teminate e
9 mosof the Alaska Resouroes Corporaldmj ad

@ the Alaeda Resaurcss Goporal Ionr mece nubstaut Il ke
I equityinvestments in certain businesses as part of tte performence of
; dutiies.
) If 5 tre purpose of thin Act ©© offer* m orderly wind-up *r
maffairs of the Aladka Resouross Gopomit b
Sc. 2, AS 31700 naedad to resd:

Sec. 37.12.010. AASKA RESOURES CCRRORATION GFRATED. There 5
cregted the Aladka Resources Corporation 1 ca-ry aut the purposes of
this dgoter. The corporation ks a pulic coporal ion of te stat*
ad an instrurettality of the state within the Department of Revenle
OOWERCE A\D ECONOMIC CRHCORVENT), but hes a Igal existence in-
dependentt of ad sgparate frem the state. The exercise by the corpo-
ration of the poners conferred by this depter s cosidered an essen-
tal fiinda of Iho state.

*Se. 3 AS 71*013 s repealed ad reenected 0 reik

Se. 37,13.005. ARRCE. 7 pupose of tte corporation is O
-1- AR 6351cas)
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H7zi'L g flx dlikltiti, .01t AHI® dt .. il inin capital [liiiiil ill. 1P i
>,y 00 Cilibil.i , foijje fnili.M i i di.it tiiiglil .m i < i
wjl 1-1;  ijj. 11 IHALItk I'lLiMM i. DT (ClI'ALLiY foil
ITilli.h ... HATIL 1, wite 1 PAV 11”7 HIL < ALY XL Tial.S  Hi o i
KAuu; i ddiiA  an, i jhio ,ni, tn jaittal. Giein LI
lii.qitt.r. il<-. il.CT :n o i/ictirule ax-:t, daw . LD wiig iiiaiii
AMIL.IL  1'illla Mil LA TE. R a1 il 1iOMOIIAL Kill, 11l
SHAM. HL 11.". 1AVl 1BY .HRrOItI't,RATION I'fllIHt A: 1/.10.0?20¢(,i) |
* Sec. 5. ASI1/. I.: ii. ..tiic,dcil Hy aiUling i, new section in re.xl:

S.c. 1). tii. 023. IJCI'OSIT OR IiONRY. Kep.iYti.Tits *»l 1l Inci;>..1
piyuiin. Liml, 1,‘J i.nil Ui diicuii. irdiii 1,21S ol lie e, iil,i'i.i
dividends ici.ilv.il from capital stock 1l cstinent),, .uni nmcy m
freii the sole ol o,|iiii- luvcntnctits or other asreis of In cm,in,
iiu.i He dclio:;iled IN the ginerol fund.

See. |I,. AS 1. .1A.Dili Is repo.,led «id reen,tried lo lead:

sec. 1/. 12,(Mil. liolll’OSri ,011 AID) TRKH (1 LUAItI) Of I>1i 11 11)l:;.
Hoard consists of |IIn. coniala ;loner ol .evemie-, who sin,il «trv
elmliiran tied the coinli isieuieM oi two .'die.- principal executive
foil ir.aots dt" I,".noted Hy the jyovernur. The tein ol office, ol

«rd iier.iliers ,outlino:, until llie corporation is dissolved.

See. 7. AS 37.12.I»Yli,a) |Is .Hit'tuled to rend:

(a) TW 11,2110 didiers of tla nonil too: w1 djmsimi 1ot

Ir.lln.wel inn ol t.0Sin.eU and the exercise ol tin pnwers tili.l d. I,

CslIS 685]|1.0.-.1.s) -2-

™. d

the ho.l .1,
. H. AN )/. 1i".0V' tn ,iii'lliled 1o I, L
Sc A 1." 1)55. HmT.s0T 1Ll 01 RtiAltO .'T UCKS. Iltl.ihcru o' the

Inwid [HELE IVE T) GIE Hill HAITIE eV §illRHT (! OIIICIAL. HUSIII.SS OR Till.

cool'OKA!"It I, AUDI |||, VL illed 1, pel ilit 1 .nil lravel expense ,m-
(hot ixcl H> law lor M ale lionrds mid cnium's. linnt under AS J'i.20. lil).
Sec. 1. AS I/. 17 1Is .iMended Hy oldlnp n new section to retidi

S. I/ 1.ttt/ 1. AHI)IT ItHIAL  ItiHT'kS. ii,,lv,l that .mditip, oilier pm -

I lonn ol law ip.veioioj ,|Infill)!tl of Mate property, the brand m.y. nl
ellinr ,il11le in prlv.iins t.wle. dispose 0! the misettl ol the esnpo-
ration n, le<liiile.l In AS 17.12.U75. 10 ail.lltion, (l.a eorpoiation tiny
spe.nt I.,'in / to |>H)I, Il tile ,i.:s, la ol tne corporalion.
See. Jo, AS 17.12.07!') la rcf.enleti and t'eetiae'te.l Lo rend:

Sec. T7.17,075. HUTIRS. In cniryinp out the purposes .l this

chapte.' the Hoard shall

(1) conirjct will, the IK| linnet, of Revenue to ri.in.i,!l the

nstet: ol the torpcl.-lloti)
(2) dive.ll do cutp.'latino ol all equity investmenta by

July 1. IVAJi and

(3) divest lho cinpn.il.">" if ,,!1 other remaining nets,
will, . . .-sieption of tie out it..ldim: loan portfolio, Hy July 1, 19R0.
See. |I;. AS Jtl.ill:, iMItlpd i ,!,.ndcd t.) n .J:

(r.) lhe ...hale "1 the m| pIOtit derived Iren a lease reserved to
the I ¢ under (1) ! Il.is @M1 ;.in Is f, ,. Ity sale pi'oeccdx fer tin
purpi Ilie Ai.ud.a per.'i.uiitu. Hind under AS 17.13.nil) |[.d.H Till!
At ASIA Z2111.12:2.2 ItRSIi'i 11'S I'hVI.L (Il 1/1 KUt HNDRIi AS 37. 11 .0201 .

Sie. t--. AS Jo.US#ISO(1) is ,iluutied tov. udr

([ Tin emn.ii «aint.cr lav provide :,u tltc e..tahl iiiH.ienl of an
irpl,.tion in.elit ivl ci'-ilit nyslcin iitdi-i which lessee of stiiti land
-J- CSIIB 685(l.oau-.)



 CHIIE 1)
iii 111 di.*  Jiii esplotuiisry well tm rli.it l..ad iniv 1.»i tirilht.
ibi I» toox* dii 'mil tin rei*i»m in which tin ‘veil Ix r-itiiifi.
tii.mi’i..tonel nuty also piov.d* lor cm dir ato be cmind b, ;

piifon in; p.t-ophyai. al work on Atdls laud, if tli.it wm|: |

dtirlti) -In' Iwo nc.i* :mu immediately j-recedilii;; an .mn»amend ] I.
and tm land included within the unit* area ana the geophyr.ic.il i
Credit! 1.1y not v\\>

tlift i>. made pul)lie ml lowlIng the* tali:.

pcrcetu. .»f tin COM >t tin ditiling 0! gcophyniral mulL Ci«.ti

he ULt.a. during

Credits may he .ippln ».

m.-.v  hi* ‘tt.if'T.t-d during that period.

(1) oii .aid gas royalty amirental payments payable to the

(1 tf.Kvt payable under AS J.*®b. A 1HO| ereUH way iat w
percent af the payment lav/.nil wliirh It is lie2lip. applied. Ai
11 Alaska pi iinmieiil ftiml (AS .i7.10.0tS) IAND Till*. Al ..SKA 1..

UESOYJRCLS 1)I-Vhi.O11I.NI niKl) (AS 1/.11.020)] filial) 1l l-al uiaUd

fh» application ot credit under this suhr.eelimi.

* Sec. li. AS 7,3.0S.010 is nnemli« by adding ;017 j iragx. ph it
(17) contract to ran.:;, e the assets 1l the Alaska |
Corporation asprovided in AS I/.12.0/5, and ..dminister tlu «

ing linn: portfolio upon dissolution of the coipocation.

* See. 1/». AS 44.83.181(ci i-. amended to rend:

(c) The plan of lin.ll.ee ..hall include !ecoimi.einl.il iil..
most appropriate we.ais Lo finance a projtclL, including.,
lintleu to,

(1) the issuance 0l revenue bonds of Llieauthority;

(2) the issuance of
(A) p.imral obligation bund:; of the stale; it
(11) revenue bonds of tic authority that |[i lsls

gu f ntifod or paitially guaranteed by the states
CSllli 6H5(ho..n

I .mired period ostdilished hy the cumin-1i 1.

Chapter 161

(n an appl optial ioli Iroil, the p.elieial i uild
(A) lo paj d<ht service mi bonds i»r for other project

purposes) or

[qD)] to leihiri lhe Il «iiat oi debt filial.ring lor rlie

projeit s
(6) a loan rnn'i the gentlal iundj

IS)Iimmeing art.in®eirauts with other entities using le-

veraged lease:, or other linaming iiicihod..,

(6) assistaiice lI'rc,.i any federal agency, including, hut
limited 10, the Rural Klect rifle.it ion Adii.inistr.itiniij

t/) a loan liom the power project fund (AS 44.hJ.170(a)) (,
tilt FKOM TilK KIillhWALLK KhSObRCMj INViiSTi.LIil FUlID (0.l 37.11.050)1) or

(3) any lombiioii ion of Iinintiiig .uraugiiiieitl ; listed

this subsection.

* Sec. 15. All bul 8300,000 oi tin* lira /pritdod and unoblipaled money in

» developinciiL capital fund is 1ll.in.-lerred to the general fund.

* bee. 16. AS f/.JJs AS 3/.12.035. 37.1c.045, 3/.12.060, 37.12.070(5),

12.070(6), J7.12.070(11), 3/.12.080 37.1.:.085, 37.12.125(1), 37.12.-

5(4), 37.J2.125(5), 37.12.12510), 3/.U .1*5(7); AS 44.60.010(a)(7), and

44.03.0H0(16) (li) are 1l pealed.

* Sec. 17. The Alaska Resources Cm pointion is dissolved. Ar of ‘'be
.le ol dissolution, ailiainiull linn ol ti- out auuiitp, loan porliolio all is;
.Ilh all attenu.mt rights and obligations 0! the corporation is transfertid

ihe Department in KoVeiillc.

* Sic. 18. AS 3/.12 #0 «/.12.125 are repealed.

* Sec. 19. Section:: 1 - In ol this Act tali effect itmediately in

cord.me e with AS 01.lU.U/t)(r -.

17 ,nd Ib llu: Art -ike c. e+ct July ), 1*189.

5 () 65(Es)

Sec. 20. SectiVan

N
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January 20, 1989

The Honorable Bettye Fahrenkamp
Chair

Senate Resources Committee
Alaska State Legislature

P. 0. Box V

Juneau, Alaska 99811

A ttention: Dariny Consenstein

Dear Senator Fahrenkamp:

At the request of your staff, | would like to provide you
Senate B ill 83, an Act relating to the transfer of assets

Resources Corporation upon dissolution.

The Alaska Resources Corporation ("ARC") dissolves by law on

that time, current law provides for the transfer to the

of any outstanding loans that ARC has made. ARC has been

collecting or liguidating these loans and depositing the

general fund. The Department of Revenue would continue

loan assets it would directly hold after the transfer on

Unfortunately, current law is not clear as to what happens
of ARC, such as common stock or real estate, upon dissolution.
have also been in the process of liquidation. Under SB 83,

these other assets also would be handled by the Department

proceeds deposited in the general fund.

Enclosed is a recent summary of the status of ARC’'s various

your files are complete, | have also enclosed the Governor's

letter and the Department of Revenue's fiscal note for

Sincerely,

M ilt Barker

Deputy Commissioner

MB/ph

OHIaH 89-15

STEVE COWPER, GOVERNOR

HEVENTHA.COR

STATE OFHCE BULDING

PO BOXSB

JUNEAL, ALASKA 99811-0400

JAN 2 5 1989

background on

the Alaska

July 1, 1989. At
Department of Revenue
the process of
proceeds in the

process with the

1, 1989.

non-loan assets

These assets

disposition of

Revenue and the

assets. To assure
transmittal
b ill.
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EVIE DAV 1

January 9, 1989
SD 83 cont*d

was read the first time and referred to he Resources
,Committee.

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, | am transmitting a bill relating to the
disposition_of assets of tho Alaska Resources Corporation
(ARO) 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 carporation 1is transferred to the Department
of Revenue.” Section 17, ch. 161, SLA 1984 (omphasiB
added). Also see sec3, 18 and_ 20, ch, 161, 1984,

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, rhis bill clarifies that ali 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 brll

Sincerely,

é%/
eve 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 WP
IB-INVESTMENT BANKING

VC-VENTURE CAPITAL

CODE COMPANY NAME

RVC ACT |
EIB ALASKA TIMBER

EIB ALYESKA CANDY KITCHEN

SIB AMERICAN EAGLE

SvC ANCHOR RENEWABLE FARMS

SvC ANCHORAGE TANK
SIB ARCTIC FROST

RVC BALL BROTHERS
RVC BALL, ALBERT

RVC BALL, GERALD

RVC BALL, NEWTON

SIB CLARK, INC.

RVC ICICLE SEAFOODS
EIB KACHEMAK

SvC KOKECHIK

EVC MASTERCRAFT

EVC PACIFIC FOREST PROD.
EIB PINES SAWMILL
SvC RICE FUR FARM
RVC SALAMATOF

SvC SAYLES MARINE
EVC SEAWARD SHIPYARD
SvC SMARAGD PARTNERS
SvC STEIK ENTERPRISES
SvC STERLING SEAFOODS
SvC TRINITY RESOURCES
SIB WYMAN

| TOTALS:

(ALASKA F.1.S.H.)

FISHERIES

-0-

-0 -
94,095
2,329

-0-
174,296

95,126
124,932

1,391,212

ALASKA RESOURCES CORPORATION
INVESTMENT RECAP
September 30, 1908

SPECIAL AGRICUL- FOREST SPECIAL
FISH TURE PRODUCTS FOREST
-0 -
-0 -
-0-
-0 -
-0 -
2,253,848
-0-
-0-
-0 -
-0 - 0
-0 -
101,523
1,900,000
-0 -
j 4,153,8481 101,523 | -0 - , -0 -

MANUFAC-  COMMITTED
TURING UNDIS.
FUNDS
364,059
364,059 -0 -

TOTAL
DEBT

EQUITY
AMOUNT

ocoooo

364,059
0.
3,247,943
2,329
434
-0 -
-0 - 0
-0 - -+7469,000-
-0 -
174,296 490
-0 -
-0 -
-0 -
01,523
1,900,000
95,126
124,932
-0 -
-0 -
-0 - -0-

500,000

150,000

-0 -

6,010,642 | 2,119,4900 |

EQUITY
%

40%

Est 28%

4%

22%



ALASKA RESOURCES CORPORATION Report Date: November 22, 1988

Period Ending: September 30, 1988
LOANS RECEIVABLE & PAST DUE Reported By: Marty Lentz
LIABILITY MONITORING REPORT
Project & Next Pay- Original Present Date Loan Maturity Collateral Past Total Intere.<
Resource Sector ment Due Amount Prin. Bal. Made Date Value & Type Due Liability Rate
ACT 1 -0- 125,000 -0- 06-30-80 09-30-82 N/ZA -0-
Comment: Legal Counsel p ocessing this account, Sui imary Judgemei it Order Janua <y 22, .1988, jranted
ALASKA TIMBER CORP. -fl- -0- 05-04-81 07-30-89 Loan part, w/ YES -0-
Bank of Calif,
Comment: Company Ffiled Cllapter XI Octo ier, 1984. pt:al failed fo < refinancing, Bank of value at
California Tfilet motion on Ma;” 5, 1986 to ;ale assets o : company, $4 Million
As of December 986, extensivt : fire damage on ARC secur ty. April 18 1988 meeting ; with Bank of CElifornia raill sold, no agri ed
settlement betwt :en ARC/Bank.. Bank to make : additional iffer of settli ment A_S_A.P
ALYESKA CANDY KITCHEN 37,600 -0- 03-18-80 01-01-86 N/ZA N/ZA -0-
Comment: Paid in full, Ftsbruary 19850/ 10 loss on th: s account.
(]
AMERICAN EAGLE SEAFOODS 150,000 -0- 03-26-80 09-01-81 N/ZA N/ZA -0-
INCORPORATED 50,000 -0- 05-29-80 09-01-81 N/ZA -0-
Comment: Paid in full, stittlement accej ted 3-11-85 :or $75,000.01). Full recovt ry of princijial, write off iiiterest.
ANCHOR RENEWABLE FARMS 120,000 -0- 08-04-80 07-01-87 DOT on real YES
404 03-27-84 Demand estate. No YES -0-
value 1in
support
Comment: Chapter 12 Plan approved by B;mkruptcy Couie-t March 17, 1.988. REFER T(CI FILE FOR INI DRMATION
ANCHORAGE TANK & 06-02-88 270.000 257,428.79 06-06-83 12-31-97 Equipment @ NO 259,121.69 8%
WELDING, INC. 05-02-88 100.000 106,630.46 06-06-83 12-31-97 $484,099 NO 108,920.72 82

Per Court Ordt;r, should
have new paymt:nt schedule!
Comment: Filed bankruptc; April 1986, JSankruptcy jut ge approved )lan June 9, 1j>87



Project &

Resource Sector

ARCTIC FROST SEAFOODS
INCORPORATED

Comment: Paid In full, 1 1/17/84, no
BALL BROTHERS, INC. ALl in
default
Demand
Demand
10-13-81
10-13-81
Comment: April 25., 1986 tall Brothers,
As of October 2il, 1987,
BALL, ALBERT 11-1-88
BALL, GERALD 11-1-88 *
BALL, NEWTON
Comment: Demand sent
CLARK, INC.
Comment: 4/17/87 Darlene Church (C.F.A B.)
SEE OWNED ASSET! SECTION
ICICLE SEAFOODS, INC.
Comment: Performing and <urrent, deben
A_R.C.

ICICLE 5/21/87

Next Pay-

ment Due

Rec. $162,720 dividend

lo

r<mmaining 360, (100 shares
k, plus $565 000 check for

Original

Amount

19,200

ALASKA RESOURCES CORPORATION

LOANS RECEIVABLE & PAST DUE
LIABILITY MONITORING REPORT

Present

Prin. Bal.

-0-

;s on this ac< ount.

150.000
600.000
159,852.83
184,242.09
1,000,000.
2,000,000.

Inc. VS.

bankri iptcy Trustee

25.000
25.000
25.000

395,000

400,000
1,900,000

ure and sale

chei

150.000

500.000
159,852.83
184,242.09
253,848.26
2,000,000

“"Tom Yerbitcl i”

2,328.86
434.02
-0-

said the; ” have sold Tficility.

-0-
paid in full

of 200,000 silares of commoi

Date Loan

Made

04-10-84

05-01-82
06-10-81
08-17-82
09-07-84
05-29-80
05-29-80

Nef< 0, Judge sigiled settlement

states

10-28-83
10-28-83
10-28-83

11-13-81

06-12-81
09-29-82

order,

Maturity
Date

04-10-86

05-01-82
07-31-81
Demand
Demand
10-31-81
10-31-86

sett! .ement may

11-1-88
11-1-88
11-1-88

09-20-96

06-12-91
09-01-87

stock to Mai agement Associal es compli ted May 20,

coiivert to prefe mred shares,

re-purchase

A.R.C

tal e as

part.

Collateral

Value

N/ZA

NONE

will be

NONE

Plant,
R/E 3,900,000.
w/ CFAB

Accoi inting of traiisaction will

<f 100,000 share:

Report Date:
Period Ending:

long as a

November 22,
September 30.

By: Marty Lentz

Past Total

Due Liability
N/ZA -0-

YES 162,264.62
YES 593,666.65
YES 159,852.83
YES 184,242.09
YES 518,246.05
YES 2,600,226.29

Non-Accrual

receiv: ,ng a por :ion of $750,000.

;rear or mi»re!

NO 2,540.06
NO 473.62
NO -0-
YES

provided

NO -0-
NO -0-

preferri d stock.

1988

1988

00

1986.

Intere:
Rate

Sea-Firs
20%
20%
Non-accru
16%
Bank of
America

10%
10%



1988
30, 1988

November 22,

ALASKA RESOURCES CORPORATION Report Date:

Period Ending: September

LOANS RECEIVABLE & PAST DUE Reported By: Mairty Lentz

LIABILITY MONITORING REPORT

Project & Next Pay- Original Present Date Loan Maturity Collateral Past Total Intere
Resource Sector ment Due Amount Prin. Bal. Made Date Value & Type Due Liability Rate
KAC11EMAK SEAFOODS, INC. 250,000 -0- 08-28-81 10-01-82 N/ZA N/A -0-
1,092.10 -0- 03-18-83 Demand N/ZA -0-
Comment. : Principal paid n Ffull. VWIl, Ltd. settleim nt proceeds irovided $68,9) 13.26. Collet tion on judgeme it agains Birdie Needham pr;ivided
a net amount to retire Kachem; ik principal full, with additional $1 1,530.20 cred. ted to accrued nterest.
KOKECHIK, INC. 07-01-85 300,000 174,295.98 05-15-80 07-01-87 Boats, motors NO 245,104.73 12%
orig. value
$300,000
Comment:
MASTERCRAFT 315,000 -0- 08-08-80 10-01-87 N/ZA N/ZA -0-
Comment: Paid in Tfull, 1 5/23/84, no 1lo: ;s on this ac<:ount.
PACIFIC FOREST PRODUCTS 10 @ 100,000 -0- 12-13-83 -0-
INCORPORATED 9 @ 200,000 -0- 12-13-83 -0-
1,000,000 -0- 11-02-84 -0-
1,800,000 -0- 04-08-81 -0-
165,065.83 -0- 12-13-83
-0-
Comment: Execution sale icheduled for .une 18, 1986 A_R.C. higl iest bidder, p:-oceed to sel property. Tot; 1 debt a: of 6/18/86:
Prin: $5,810,6 >7.42, Int. $1 754,670.13. Agreement of Sale signed N<ivember 7, 19)1!6, purchase prit.e $900,0()0.00. Deal
closed 4/71/87, >roceeds recei "ed $1,059,1715.00.
PINES SAWMILL 30,000 N/ZA 04-02-80 04-01-85 N/A N/A -0-

Comment: Paid in full



AIASKA RESOURCES CORPORATION

LOANS RECEIVABLE U PAST DUE

Report Date:
Period Ending:

Reported By: Marty Lentz

LIABILITY MONITORING REPORT

Project & Next Pay- Original Present Date Loan Maturity Collateral Past _Tot_a_l
Resource Sector ment Due Amount Prin. Bal. Made Date Value & Type Due Liability
RICE FUR FARM 03-31-84 115,000 101,523.14 11-23-81 12-01-92 Foxes, cages, YES 101,523.14
equip. & R/E
$184,000.00
Comment: In default $57611.00 of $12,50(i minimum roy.i.lty payment >iue 03-31-84. loyalty paymei it and report dm: 03-31-8.>
SALAMATOF SEAFOODS, INC. 06-30-89 3,065,349.93 1,900,000.00 01-01-82 06-30-89 plant, equip. YES 1,900,000.00
| $4.5 Mil 2nd
1st APB
$900,000
Comment: Final closing o reorganizatichi by Februar;’ 1986, prlinj y changes - fiirgiveness of ??Int???. $574,(154.00 am
Principal reduction from 13,065,350.00 o0 $1,900,000 00 to be patii in full Jmie 30, 1989.
SAYLES MARINE, INC. 12-31-82 86,126 25,126 04-29-82 12-31-82 Aluminum est @ YES 42,305.19
’ 10-01-84 * 70,000 70,000 12-30-83 07-01-98  $15,000 vessel YES 104,307.85
PVMM $85,000
Comment: Case transferrer!to A.G. offi< € in Juneau.
SEAWARD SHIPYARD & 06-01-84 210,000 26,061.98 05-01-82 06-01-84 R/I_E plant & YES 26.190.50
MARINE SUPPLY INC. 20,000 -0- * 03-05-81 06-01-84 equip value @ YES -0 -
04-01-88 350,000 90,870.04 04-02-80 05-02-90 1.1 Mil subject HO 99,357.66

* Seaward Shipy.Ird //80-022-A Ppaid off in fiill 2-2-88

Comment: March 3, 1986 A R.C. Board apjiroved workou : agreement o:i
SMARAGD PARTNERS 498,000
Comment: Paid in full, Si:ptember 20, | B85 no loss :0 ARC

to 1st D/T 3
$140.K

defaulted no :es, stocks piirehase; Mr. Selliy has ag eed.

November 22, 1988
September 30, 1988

Inte re
Rate

non-bear

20%
11.5%

I#BA pri

10%



Project &

Resource

STEIK ENT

See Owned Assets

STERLING

Comment:

WYMAN

Comment:

Next Pay-

Sector ment Due
ERPRISES 07-uL-83
Section
SEAFOODS, INC. 09-30-82
Refer to Wyman iccount
10-26-83
U.S. Marshall S; le was held

sold for CASH Scipteraber 19,

Negotiations coiitinue on
7/2/87 -

of Sterling Sea mods of $130,

Determ, ned by legal

Original

Amount

55,000

125,000

1,000,000

Sc ;ptember 11,
1" »86 for $215,(100.00.

Judge iment actions

counsel/manage iment that no further funds will

ALASKA RESOURCES CORPORATION

LOANS RECEIVABLE & PAST DUE
LIABILITY MONITORING REPORT

Present Date Loan Maturity
Prin. Bal. Made Date
-0- 01-20-81 01-01-86
-0- 02-12-81 10-01-87
-0- 01-26-81 07-26-83
1_986. Vessel was

be speni

"12.29 and Wytcan of $750,2: 14.18.

Report Date:
Period

Reported By:

Collateral

Value & Type
R/ZE & milling
equip, est @
$97K

N/ZA

1st PMM vessel

Alaska Star
@1.7

to pursue judge irnent.

Million

November 22, 1988

Ending: September 30,

Marty Lentz

Past Total

Due Liability
YES -0-
YES -0-
YES

1988

Intere
Rate

W; mite off outstandinj ; debt.



ALASKA RESOURCES CORPORATION Report Date: November 22, 1988

OWNED ASSETS Period Endings September 30, 1988
Reported Dy: Marty Lentz
MARTIN®"S SEAFOODS, INC. Comment: This asset 1is a Fisli Processing and Freezer Plant 800 Ocean Dock Road, Anchorage, Alaska.
Six month lease with option to purchase, signed June 1, 1987, with Seafoods From Alaska,

extended May 1, 1988, as 4-1-88, final negotiations are 1iIn process for lessee to exercise

option to purchase.

STE1K ENTERPRISES Comment: Account in bankruptcy, Deed in Lieu of Foreclosure accepted 4/29/87. Lease agreement and
Option to Purchase signed May 1, 1987, three-year option to repurchase at $95,714.56, plus
$800 per month rental 1income.

CLARK, INC. Comment: This asset is a fish processing plant/Zapartment complex in Dillingham, Alaska. ARC funding
was a participation witli Alaska Commercial Fishing and Agriculture Bank. ARC owned 13.17% <=
the loan, and CFAB as majority investors has controlled asset to date. Business TfTailed, CF.
after bankruptcy sold the subject asset to Rodney C. Egemo on 5/30/86. Mr. Egemo, also hav
difficulty and CFAB 1is working with borrower. Due to legal and expense, ARC will have 1litt

recovery of debt.

ALASKA TIMBER CORPORATION Comment: This asset 1is a timber mill facility in Klawock, Alaska. Bank of California provided
financing for the mill Tfacility. ARC participated with Bank of California in providing fun®

for power plant facility. This was a very complex bankruptcy.



ACT 1 7 MACHEN

PACIFIC FOREST PRODUCTS &
MICHAEL & SHARON CHITTICK

SEAFOODS FROM ALASKA

ANCHOR RENEWABLE RESOURCES

ALASKA RESOURCES CORPORATION Report Date: November 22, 1988

OWNED ASSETS Period Ending: September 30, 1988
Reported by: Marty Lentz
comment: Summary judgment order signed January 22, 1988 in the amount of $260,843.76 plus interest a

attorney fees.

Comment: $25,000 promissory note @ 10% interest, 84 monthly installments of $531.24 P/M commencing
September, 1989.

Comment: $35,205 promissory note @ 10%

interest.

Comment: United States Bankruptcy Court confirmed Chapter 12 Plan. ARC will share pro-rata in the
payments to unsecured creditors. Payments to be made over a three year plan. Commencemen

date unknovn, anticipated ARC to receive 20 cents on dollar.






EMI/Re@ u&on History 01:03 PH 05/16/90

TITLE "An Act relating to the exemﬁtlons from salmon

enhancement tax; and providi
date.”

g for an effective

PRIME SPONSOR:  RULES

BY RECUEST OF THE GOVERNOR

Page 1
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CURRENT STATUS: RES STATUS DATE: 03/08/89
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PE3 PE*  PES  TPS PF7 PFO  PE9__ PF10 _ PF11 PF12

EXIT MENU TEXT PRINT BWD FAD  CMT/JRNL FIRST LAST QUIT
BASIS .Journal Text

SENATE  JOURNAL PAGE 0553

B &4

The Re?ources Committee considered SENATE BILL N). 84 (An
Act re tlng the exemptions from the salmon enhancement

;comml ovidin oo%gor egﬁ effective Tﬁgte and a maéor of
Senator Fahrenkanp Chair and concurred in by nators
Frank, Eliason, Zharoff and Sturgulewski .



TtVE Ctlirrcn--—-
CiOVERNON

STATHL Or A LLAS ICA
OFFICE OF THE GOVERNOR
tJU N KA II

January 9, 1989

The Honorable Tim Kelly
President of the Senate
Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Dear Senator Kelly:

Under the authority of art. 11l, sec. 18, of the Alaska
Constitution, | am transmitting a bill relating to
exemptions from the salmon enhancement tax imposed
AS 43.76 . This bill is designed to clarify an ambiguity

created through the enactment last session of AS 43.76.035.

Before the 1988 legislation was enacted, the practice

Department of Revenue, in interpreting AS 43.76, was
exempt from the salmon enhancement tax salmon harvested
under all special harvest area permits issued to hatcheries

under AS 16.43.400. This practice exempted both regional

and nonregional private, nonprofit hatcheries, on the

that the tax is intended, for the most part, to benefit

state's hatchery program.

Last year's AS 43.76.035, however, codified the exemption

only for regional aquaculture associations. Thus,
implication, that statute could be interpreted to repeal
exemption for those private, nonprofit hatcheries that

not run by regional aquaculture associations, thereby

imposing a new tax burden of two' or three percent on
hatcheries. The Department of Commerce and Economic

opment has indicated that this added tax burden, if imposed,

might affect the ability of these hatcheries to meet
loan payments.

We firmly believe that it was not the intent of the
lature, in passing AS 43.76.035. to limit the exemption,

this bill will clarify that trfie pxemption applies to
hatcheries in the state's hatchery pro~ré&m. I urge
support of this measure. / / / - \

\ pli?cere/y/\

CowfSer
ivernor
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STATE OF ALASKA BILL VERSION: SB 84 (a)

No. 21989 LEGISLATIVE SESSION PUBLISH DATE: 1/9/89
FISCAL NOTE

REQUEST:

Revision Date:October 25. 1988 Agency Affected :Reyenye__

M tle:Salmon Enhancement Tax: Hatchery BRU:Income and Excise Audit

Exemption.

Sponsor: kules Committee ~ Components:

Requestorgovernor

EXPENDITURES/REVENUES:  (Thousands of Dollars)

1 1FY 8 1FY 9 1FY 91 1F 92 (FY 93 1
1 OPERATING 1 1 1 i 1 1
| PERSONAL SERVICES | | -0- | -0- | -0- | -0- | -0-
| TRAVEL | | -0- ]-0- J-0- ]-0- ]-o0-
| 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 of Dollars)
| 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-TIME | | -0- | -0- | -0- | -0- | -0-
| PART-TIME | | -0- | -0- | -0- | -0- | -0-
1 TEMPORARY 1 | -0- | -0- | -0- | -0- | -0-
ANALYSIS: See attached analysis.
Prepared By: Steven E. Kettel>~/4f ¢ " Phone: (9071 465-2320
Division: Income and Excise Audit . /= Date: October 25. 1988
. A A “m C
Approved by Commissioner: Hugh Halone SRS = Date: October 25. 1988

Agency: Department of Revenue

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(les) page / of A



Rsvenue Fiscal Note 1/9/89

page 2 of 2
Prepared by: Steven E. Kettel
Director, Income & Excise Audit
October 25, 1908

Analysis:

The proposed legislation exempts all private nonprofit hatcheries
from salmon enhancement tax liability. The bill 1s necessary to correct
an ambiguity that was created through the enactment last year of AS
43.76.035. Prior to enactment of Section 035, the Department practice
was to exempt all salmon harvested under all special harvest permits
Issued under AS 16.43.400. This exempted both regional and nonreglonal
private, nonprofit hatcheries. Section .035 however, codified the
exemption only for regional aquaculture associations, and could be
construed to repeal the exemption for private nonprofit hatcheries. This
legislation expands the exemption to cover private nonprofit hatcheries.



STATE OF ALASKA BILLVERSION: B 86 (b)
1989 LEGISLATIVE SESSION PUBLISH DATE:  1/9/89
REQUEST: FISCAL NOTE
Rfevisi'on Date:_ - Agency Affected:« Dept. Fish and Game
Title: Exemption of hatcheries BRUi_fRED.

from salmon enhancement tax
Sponsor:Rules Committee

Requestor: Governor

Components

EXPENDITURES/REVENUES:  (ThousandsofDoUar))
OPERATING FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOQUS

TOTAL OPERATING 0 0 0 0

CAPITAL

REVENUE

FUNDING:  (Thousands of Dollars)

GENERAL FUND
FEDERALFUNDS
crmER

TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS :  (Attacha separate page if necessary)

Preparedby: Do Brian Allee, Director

Division:” FRED

Approved by Commissioner:
Agency: Department of Fish and Game

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

FY 93 FY 94

Phone: 465-4160,
iw 10/19/88

- 1w 10/19/88

page. of






sen® ® [CLPMMEDTBB: REPORT

FIRST COMMITTEE OF PKFttPPR
--VF L-T® -

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

B f I f e
£_1' FINANCE

**F]SCAL NOTE(S) MUST BE ATTACHED ~ STAm<=" -

IN ACCORDANCE WITH AS 24.08.035

DATE TURNED INTO OFFICE

1/9/89

Mr. Presudent: ) A AT T o % .
RESOURCES " CoMittea conW !l 1 ™M# 1%

compensation for, penalties against, and proceedsfees, forms, and
reports transmitted by agents who sell 6r' cbhlllectr-;fees for certain
licenses, tags, and permits; and providing ~fo~;an”effective date.

and recommended:

replace with CS K same title
* A * - “3y new title
[ 1 attached amendment(s) and
e*x*| "
[V] do pass
W_A/_W/\
[ 1 do not pass
[ 1 --no recommendation
[ 1 individual
[ 1 Tfurther referral to N o~ . Vi~ -
FISCAL NOTE(S) attached [ 1 zero fiscal "impact® ~ 7 ...
[ 1 appropriation no FN attached ;?*s[ 1 Gov.. ENjintroduced w/ bill
| ,V -V <
IMBERS SIGNING DO PASS - A N OTHER RRttOMMENDATTONS
0 ;
. *Ut
tsX0y":~*"
VRRiSET
& e

[ ] Committee backup attached



LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM January 12, 1989
SUBJECT: Title of Senate Bill 96
TO: Senator Bettye Fahrenkamp

Senate Resources Committee

FROM: George Utermohle#£{
Legislative Courfsel

Senate Bill 96, introduced by the Governor, has been
referred to your committee.

The bill relates to agents who sell or collect fees for cer—
tain fish and game licenses, tags, and permits.

Among the things the bill does 1is to amend AS 16.05.460 by
repealing the responsibilities of these agents to assist
applicants in the completion of annual application or renew—

al forms for interim-use and limited entry permits. This
change in the duties of the agents 1is not expressed 1in the
title of the bill. Under Article 11, section 13 of the

Alaska Constitution the subject of a bill must be expressed
in the bill title.

The defect in the bill title may be cured by inserting the
words "duties of,” on page 1, line 7, following "against,".

Also, on page 2, lines 16 - 17, the bill attempts to amend
the catchline for AS 16.05.470 in a bill section that does
not set out the full section. This is not consistent with
legislative drafting style; the catchline line should be
deleted. Any amendment of a catchline that should be made
as the result of an amendment of a statute will be done
editorially by the Revisor of Statutes when the Alaska
Statutes are updated following the session.

If 1 may be of further assistance, please advise.

GU: kb
wkk1/7028

| ¥



STATE OF ALASKA
OFFICE OF THE GOVERNOR

BILL ANALYSIS

DEPARTMENT OIVISION BILL NUMBER SPONSOR

Fi3h and Game Administration HB 76/SB 96 Rules

DKJRT TITLE CF 3HL

"An act relating to comoen3ation for, penalties against, proceeds...'

DEPARTMENT position

Recommend for approval.

t, *
PAtPAREO OATE COM]jJiSjJIONEA 5 SICWJtaE

Doualas S. Hanon — 03-03-89
SUMMARY
OTHER AGENCIES affected by bill CONSTITUENT OROUPTS* AFFECTED BY BILL
organizational support for bill ORGANIZATIONAL OPPOSITION TO BILL
' FISCAL IMPACT: NONE , 3 FISCAL NOTE ATTACHED

BACKGROUND/LEGISLATIVE INTENT

i ANALYSIS OF BILL/PROGRAM EFFECTS

| DATE

Changes in the proposed bill allow the department to enhance the revenue collection and
statistically data gathering aspects of the licensing system by providing penalties
for late filing of required reports and past due accounts and permitting tailoring of

vendor contracts to specific vendor situations. The bill also eliminates minimum

| vendor commission payment restrictions, allowing the department to issue vendor compensation

payments in amounts that are less than fifty dollars ($50.00).

AMENDMENTS proposeo

PLEASE ATTACH A SEPARATE SHEET FOR ADOfHONAL COMMENTS OR ANALYSIS.

0015 35, 126



1969 1 EGISLATIVE SESSION

REQUEST:
Revision Dale: 03/15/89

BELL VERSION:
PUBLISH DATE:

FISCAL NOTE

Title: "An Act relating
compensation for..."
Sponsor: Rules, Governor

Requestor: Senate Resources

EXPENDITURES/REVENUES:
OPERATING FY &

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0

CAPITAL

REVENUE 0

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER

TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS :

- ‘m
Never 1lv_Reaume ,
Administration. / /,

Prepared by:
Division :

Approved by Commissioner:
Ap-nry: Fish and Game

to RRn-

Components *Admini sr.rscive

CSS3 96
03/09/89

Agency Affected: Fish ar.d Game
Administration ar.d Support

Services

(Thousands of Dollars)

FY 90 FYy a1 FY 92 FY 93

(Attach a separate page if necessary)

AN

Phone:.”
Date :

6 v . 2//A
j

/ /

Distribution (by preparer):
Legislative Finance
Legislative Sponsor

Regquestor
Office of Management and Budget
Impacted Agency(ies)

FY A

-4120
03/15/9 9

7



BASIS  Joumal Text
04/14/89 SENATE JOURNAL PAGE 1245

%B_ FOR SENATE BILL NO. 96 (Resources) was read the second
ie.

Senator Halford offered Amendment No. 1:

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

Page 1, lines 7_-8: Delete ", duties of, and
pri s, fees, forms, and reports transm?tted by"

Insert "and duties of"

Page 1, line 9: After "permits;"

Insert "requiring reports and proceeds to be
ection=> q g o p

Sel

PEl  PF2  FF3 PTT~ PF5 PF6 PF7 PF8 PF9 PF10  PF11 PF12
HELP EXIT MENU PRINT BID FAD FIRST LAST QUIT
BASIS  Jourmal Text

04/14/39 SENATE JOUR PAGE 1245
reffived before ccimpensatijon NIéL id to agents_who
se _certain 1censes , and “permits;
regeal Ivr\]/ﬂ the. duties of and conrpge?gatlon for
nts wno_ assist JIn completing fo r interim-
uSe and entry permits;’

Senator Halford moved and asked_upanimou nsent for the
adop‘f?on ogdAmen ment No. 1.  Without obfecg)on, Amendment
No. 1 was adoj .

04/14/39 SENATE _JOURNAL PAGE 1246
SENATE  JOURNAL .
1246 April 14, 1989

B 96 cont"d
Sel

ection=>
PFl  PF2 TET" P4 P TFb  PI7 P8 PFO  PFI0 PFI1 PF12
HELP EXIT  MENU PRINT BID  FWD FIRST LAST QUIT



Eiﬂﬂme%lugéon History 09:58 AM 04/17/89 Page 1
NAVE: CSSB 96(RE ITLE
"An Act r ?altles agalnst and du?_es of
r certaln

uirin

be [ecelveBe b fore coeﬁpensa |on |s Pr%ld tg enFn

me duties of and compensation for agents who asagt
ih co@gletlng forps_for _interim-use and entry
permits; and” providing for an eftective date:’

PRIME _SPONCR: RULES
BY REQUEST OF THE GOVERNOR

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

Selectlons
P2 TE3_ TE5  PE5_ PES PF7  PFB  PF9 PF10_ PRIl PF12
EXIT  MENU__ TEXT BWD AW FIRST LAST QUIT
Bill/Resolution Floor Action Page 2 3
Current Status: EEA%SD S) RECON NTCE

Jm-Date Jm-Page 10
4|;ag READ THE FIRST TIME - REFERRAL(S)

1 01/09/89

2 01/09/89 47 RES, THEN FI

3 01/09/89 47 GOVERNOR™S TRANSWITTAL LETTER

4 (1/09/89 47 2 ZERQO A\ PUBLISHEDCF&G RE\T/EE

5 03/09/89 703 Res RPT CS 4D

6 03/09/89 573% zERO HN TOCSPUBLI

7 03/17/89 ZErRo RN TOCSPUBLISHED

8 04/14/8 ZERO FN TO CS PUBLISHED

9 04/12/ 119 FIN RPT 4DP 2N\R RIO

10 04/12/89 119 PREVIOUS ZERO FI TES (RG)

11 04/14/89 1240 RULES TO CALENDAR

12 04/14/89 1245 READ THE SFCOND TIME

13 04/14/39 1245 RES CS ADOPTED UNAN CONSENT

14 04/14/89 1245 AMNO 1 MOVED BY

15 04/14/89 1245 AM NO 1 ADOPTED UNAN CONSENT

16 04/14/89 1246 ADVANCED TO_THIRD READING UNAN_CONSENT

17 04/14/39 1246 READ THIRD TIME ~CSSB 96(RES)(TITLE AV)

04/14/89 1246 PASSED Y16 N- X4
Selectlons
P2 ~FF3_ “PF5 PF5 PF5 PF7  PF8 PF10 PF]_’L PF12

HELP EXIT MENU__ TEXT PRINT BAD  AID CMT/JRNL FIRST QUIT
B % Bill/Resolution Floor Action Page

Curren Status: PASSDgg) RECON' NTCE

jim-Date
1 64919989 EFFECTIVE DATE SAME AS PASSAGE
2 04/14/39 1246 STURGULEW3KT  NOTICE OF RECONSIDERATION

Selection
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11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
21
28
29

Offered: 3/9/89
Referred: Finance

Original sponsor: Rules/Governor

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
A BILL

For an Act entitled: "An Act relating to /compensation forj penalties

BE

against, Sduties of, and proceeds, fees forms, and
-i KV\d dU LA
reports transm|tted bylagents seII or collect

fees for certain licenses, tags, and permits;
. fy 0CIJLOJL* jv> ho”n, £
providing for an effd *vp date.”

received before compensation is paid to agents wo

IT ENACTEDBY THE LEGISLATURE OF THE ST. sell certain licenses,tags, and ermits;
repeall\rlw\}g0 the duties of andcompensation for

assist |n completlng forms for interim-

i Sectionl, AS 16.05. 390(c) is amendei ugeandentry permits

(c) On March 31, June 30, September ju, ana December 31 of
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 section. |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 com-
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 $50] 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
transmitted to the commissioner by the last day of the month following
the month in whicli the licenses and tags are sold, unless an alterna-
tive reporting schedule has been established by contract.

SB0096b ol- CSSB 96 ( a's)

each

he



(9) The commissioner may assess a penalty against an agent
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
this subsection shall be withheld from the agent’s compensation wunder
(a)(2) of this section.

Sec. 3. AS 16.05.460 is amended to read:

Sec. 16.05.460.  COMMISSIONER [OF REVENUE] MAY APPOINT AGENTS.
The commissioner [OF REVENUE] may appoint qualified persons as agents
to receive applications, issue licenses, and collect license fees
under AS 16.05.440 - 16.05.480 [, AND TO ASSIST IN THE COMPLETION OF
ANNUAL APPLICATION OR RENEWAL FORMS FOR INTERIM-USE PERMITS AND ENTRY
PERMITS ISSUED UNDER AS 16.43].

Sec. 4. AS 16.05.470 is amended by adding new subsections to read:

(¢) Forms and fees under (a) of this section shall be transmit-
ted to the commissioner by the last day of the month following the
month in which the fees are collected. The commissioner may grant an
extension of not more than 30 days if the agent establishes that

(1) failure to grant an extension would impose an excessive
financial hardship on the agent;

(2) the fees collected by the agent for the period, includ-
ing the amount that the agent is authorized to retain, totals less
than $1,000; and

(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
does not transmit fees within the time allowed wunder (c) of this

section. The penalty is equal to one and one-half percent of the

96(Res) -1- SB0096b

who
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amount of fees due. The penalty may be assessed for each month or

portion of a month that the fees are delinquent.

Sec.
Sec.

SB0096b

5. AS 16.05.470(b) is repealed.
6. This Act takes effect immediately under AS 01.10.070(c).

-3- CSSB 96(Res)



STATE OF ALASKA BILL VERSION: CS /SB 96 RES
LEGISLATIVE SESSION PUBLISH DATE:  mm@/OL&9

FISCAL NOTE

REQUEST:

Revision Date  03/03/89 Agency Affected:  Fi3h and Game
Tille: "An act relating to compensation BRU -

for, penalties against, oroceeds_. . .A

Sponsor: Rutes Components

Requestor: Steve Cowoer

EXPENDITURES/REVENUES: (Thousards of Dol lan)
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

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL |

REVENUE

FUNDING:  (Thousands ofPollan)

GENERAL FUND
FEDERAL FUNDS

OTHER
TOTAL 0 0 0 0 N 0

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : Atachasgaratepage ifrecsssary)
See Bill Analysis.

Preparedby:  Douglas S. Hanon  m. - Ph/w- 465-4120
Division: Administration "< Date: 03-03-89
hv r™ mitnnn>f A A 1/ 1 DMB: 03-03-89

m: Fish and Game _

Dismbudou (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
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Page 2

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 BILL VERSION: CSSB 96 (b)
1989 LEGISLATIVE SESSION PUBLISH DATE: 4/13/89

FISCAL NOTE
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January 9, 1989 SENATE JOURNAL p- 47
SB 96

SENATE BILL NO. 96 by the Rules Committee by request of the
Governor, entitled:

"An Act relating to compensation for, penalties
against, and proceeds, fees, forms, and reports
transmitted by agents who sell or collect fees for
certain licenses, tags, and permits; and providing
for an effective date."”

was read the first time and referred to the Resources
Committee and the Finance Committee.

Zero fTiscal notes published today from Department of Fish
and Game and the Department of Revenue.

Dear Senator Kelly:

Under the authority of art. I, secC. 23, of the Alaska
Constitution, | am transmitting Executive Order No. 73,
transferring the functions of issuing fishing, hunting, and
trapping licenses, tags, and identification cards from the
Department of Revenue to the Department of Fish and Game.

Also, under the authority of art. I, sec. 18, of the
Alaska Constitution, I am transmitting a related bill that
would make some changes and additions to AS 16.05.390,
16.05.460, and 16.05.470, concerning agents appointed to
serve as private license vendors.

The Executive Order will make the operation of state
government more efficient because the transfer of the fish
and game licensing function places that function in the
department that is responsible for the resource management
programs that are partially funded by the license revenue.
Also, that department, the Department of Fish and Game, can
more efficiently gather the most appropriate information
during the license issuance process to assist 1in its

management functions. The transfer will reduce the number
ofdepartments an individual must contact if the individual
intends to take fish or game. At the same time, because the

Department of Fish and Game has more field offices than does
the Department of Revenue, the transfer will probably make
the contact more convenient.



SB 96 cont"d

In addition, the transfer w ill enable the Department of
Revenue to focus more of its attention and resources on its
primary responsibility — collecting revenue owed to our
state government.

Sections 1| — 12 of the Executive Order delete references in
AS 16.05.335 — 16.05.826 to the commissioner of revenue and
to the Department of Revenue, leaving only references to the
"“commissioner” and the "department."” Those terms are then
defined in AS 16.05.940(6) and (7), respectively, as the
commissioner of fish and game and the Department of Fish and
Game.

Sections 13 and 14, respectively, of the Order delete the
power to issue fish and game licenses from the Department of
Revenue powers listed in AS 44.25.020 and add it to the
Department of Fish and Game powers set out in AS 44.39.020.
Section 15 of the Order sets out transition provisions
regarding regulations relating to the transferred function.

The only other changes made by the Executive Order are a few
housekeeping clarifications in AS 16.05.390 and 16.05.470,

and in AS 44.25.020 (secs. 6,11, and 13 of the Order). No
substantive changes, other than the transfer itse If, are
made by this Order.

Sections 1, 2, and 4 of the related b ill amend AS 16.05.390
(concerning vendors of all licenses but commercial fishing

licenses) and 16.05.470 (concerning vendors of commercial
fishing licenses), to allow penalties to be assessed against
license vendors or agents who do not transmit to the
Department of Fish and Game, in a timely manner, the license
fees that they collect.

Sections 2 and 4 of the related b ill also specify that the
monthly reports and fee transmittals that are already
required from vendors must bemade by the last day of the

month after fees are collected, unless an alternative
schedule is set by contract for wvendors covered by AS
16.05.390, or unless an extension is granted for vendors

covered by AS 16.05.470.

Finally, secs. 3 and 5 of the related b ill delete reference
in AS 16.05.460 and 16.05.470 to issuance of interim-use and
entry permits by vendors. This deletion merely eliminates
possible confusion, and conforms the statute to the reality
that private vendors have not issued [im ited entry permits
since 1979.



SB 96 cont*d

| urge you to further increase the efficiency gained from
the Executive Order by passing the related b ill.

Sincerely,

/s/

Steve Cowper

Governor
March 9, 1989 SENATE JOURNAL p. 703
SB 96
The Resources Committee considered SENATE BILL NO. 96 (An
Act relating to compensation for, penalties against, and
proceeds, fees, forms, and reports transmitted by agents who
sell or collect fees for certain licenses, tags, and

permits; and providing for an effective date) and a m ajority
of the committee recommended it be replaced with

CS FOR SENATE BILL NO. 96 (Resources), entitled;
"An Act relating to compensation for, penalties
against, duties of, and proceeds, fees, forms, and
reports transmitted by agents who sell or collect
fees for certain licenses, tags, and permits; and
providing for an effective date."

and do pass. The report was signed by Senator Fahrenkamp,
Chair, and <concurred in by Senators Kerttula, Eliason and
Sturgulewski. Senators Halford and Frank signed "no

recommendation.”

Zero fiscal note for the committee substitute published
today from Department of Fish and Game and fiscal note
forthcoming.

SENATE BILL NO. 96 was referred to the Finance Committee.

March 17, 1989 SENATE JOURNAL p. 830
SB 96
Zero fiscal note for Committee Substitute for Senate B ill

NO. 96 (Resources) (An Act relating to compensation for,
penalties against, duties of, and proceeds, fees, forms, and
reports transmitted by agents who sell or collect fees for
certain licenses, tags, and permits; and providing for an
e ffective date) published today from Department of Fish and
Game.



SB 96 cont*"d

April 12, 1989 SENATE JOURNAL p. 1196
SB 96

The Finance Committee considered SENATE BILL NO. 96 (An Act
relating to compensation for, penalties against, and
proceeds, fees, forms, and reports transmitted by agents who
sell or collect fees for certain licenses, tags, and
permits; and providing for an effective date) and a m ajority
of the committee recommended the Resources Committee
Substitute (page 703) be adopted and do pass. The report

was signed by Senator Uehling, Co-Chair, and concurred in by
Senators Zharoff, Pearce and Fischer. Senators Duncan and
Frank signed "no recommendation."

Previous zero fiscal note.

SENATE BILL NO. 96 was referred to the Rules Committee.

April 14, 1989 SENATE JOURNAL p. 1238
SB 96

Zero fiscal note for Committee S ubstitute for Senate B ill
No. 96 (Resources) (An Act relating to compensation for,

penalties against, duties of, and proceeds, fees, forms, and
reports transmitted by agents who sell or collect fees for
certain licenses, tags, and permits; and providing for an
effective date) published today from Department of Revenue.

April 14, 1989 SENATE JOURNAL p. 1240
SB 96

The Rules Committee considered SENATE BILL NO. 96 (An Act
relating to compensation for, penalties against, and
proceeds, fees, forms, and reports transmitted by agents who
sell or collect fees for certain licenses, tags, and
permits; and providing for an effective date) and a m ajority
of the committee recommended calendar. The report was
signed by Senator Sturgulewski, Chair, and concurred in by

Senators Eliason, Kerttula and Kelly.

SENATE BILL NO. 96 is on today's calendar.



April 14, 1989 SENATE JOURNAL p. 1245

SB 96

SENATE BILL NO. 96 (An Act relating to compensation for,
penalties against, and proceeds, fees, forms, and reports
transmitted by agents who sell or collect fees for certain
licenses, tags, and permits; and providing for an effective
date) was read the second time.

Senator Sturgulewski moved and asked unanimous consent for
the adoption of the Resources Committee Substitute offered
on page 703. W ithout objection, CS FOR SENATE BILL NO. 96
(Resources) (An Act relating to compensation for, penalties
against, duties of, and proceeds, fees, forms, and reports
transmitted by agents who sell or collect fees for certain
licenses, tags, and permits; and providing for an effective
date) was adopted.

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

Senator Halford offered Amendment No. 1I;

Page !, 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: A fter "permits;"

Insert "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 in completing forms for interim -
use and entry permits;"

Senator Halford moved and asked unanimous consent for the
adoption of Amendment No. [I. W ithout objection, Amendment
No. 1 was adopted.



SB_9-$.conV<a

Senator Halford moved and asked unanimous consent that CS
IQB SENATE BILL NO. 96 (ResourcesHtitle 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 in completing forms for interim-use
and entry permits; and providing for an effective date) be
considered engrossed, advanced to third reading and placed
on final passage. W ithout objection, it was so ordered.

CS FOR SENATE BILL NO. 96 (Resources)(title am) was read the
third time.

The question being; "Shall CS FOR SENATE BILL NO. 96
(Resources)(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 in
completing forms for interim-use and entry permits; and
providing for an effective date) pass the Senate?" The ro ll
was taken with the following result;

CSSB 96 RES(TITLE AM) 3RD

Yeas; 16 Adams, Binkley, Coghill, Duncan,
Eliason, Faiks, Frank, Halford,
Jones, Kelly, Kerttula, Rodey,
Sturgulewski, Szymanski, Uehling,

Zharo ff

Nays; 0

Excused; 4 Fahrenkamp, Fischer, Pearce,
Pourchot

and so, CS FOR SENATE BILL NO. 96 (Resources)(title am)
passed the Senate.

Senator Halford moved and asked unanimous consent that the

vote on the passage of the b ill be considered the vote on
the effective date clause. W ithout objection, it was so
ordered.

Senator Sturgulewski gave notice of reconsideration.
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Original sponsor: Rules/Governor

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
A BILL
For an Act entitled: "An Act relating to compensation for, penalties
against, duties of, and proceeds, fees, forms, and
reportstransmitted 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) 1is amended to read:

(¢) 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 section. |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 com—
pensation not later than January 30 of the year following the year 1in
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 vreport and proceeds
required to be transmitted under (b) of this section.

* Sec. 2. AS 16.05.390 1is amended by adding new subsections to read:

@) Proceeds and reports under (b) of this section shall be

transmitted to the commissioner by the last day of the month following

the month 1in which the licenses and tags are sold, unless an alterna—

tive reporting schedule has been established by contract.

-1- CSSB 96(Res)
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(9) The commissioner may assess a penalty against an agent who
does not transmit proceeds within the time allowed under (f> of this
section. The penalty 1is 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
this subsection shall be withheld from the agent®s compensation under
(a)(2) of this section.

* Sec. 3. AS 16.05.460 1is amended to read:

Sec. 16.05.460. COMMISSIONER [OF REVENUE] MAY APPOINT AGENTS.
The commissioner [OF REVENUE] may appoint qualified persons as agents
to receive applications, 1issue licenses, and collect |license fees
under AS 16.05.440 - 16.05.480 [, AND TO ASSIST IN THE COMPLETION OF
ANNUAL APPLICATION OR RENEWAL FORMS FOR INTERIM-USE PERMITS AND ENTRY
PERMITS ISSUED UNDER AS 16.43],

* Sec. 4. AS 16.05.470 is amended by adding new subsections to read:

©) Forms and fees under (a) of this section shall be transmit-
ted to the commissioner by the last day of the month following the
month in which the fees are collected. The commissioner may grant an
extension of not more than 30 days if the agent establishes that

(1) failure to grant an extension would impose an excessive
financial hardship on the agent;
(2) the fees collected by the agent for the period, includ—
ing the amount that the agent 1is authorized to retain, totals less
than $1 ,000; and
(€)) 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

does not transmit fees within the time allowed under (c) of this

section. The penalty 1is equal to one and one-half percent of the

CSSB 96 (Res) ~2-



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) 1s repealed.

Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

-3- CSSEi 96(Res)






SENATE COMMITTEE REPORT

FURTHER FIN
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Mr. President:
Resources Committee considered

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
and recommended

[ 1 replace with CS )[] same title
[ J or adopt __ CS- ~ I new title
[l technical
[ ] attached amendment(s) and title change
(HB only)
[>3 letter of intent adopted
[ ] do pass

[ ] do not pass
[ 1] no recommendation
["] individual recommendations

[ 1] further referral to

FISCAL NOTE(S) [ 1 zero [ 1 fiscal impact [ 1 appropriationno FN
[ 1 new [ ] updated [ 1 previous
[ ] same as previous fiscal note(s) published

OTHE: ATIONS

Chairman signature and recpifimendation

[ ] Committee Backup attached
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Senate ftetfour(Z& Committee
Senator Bellyc Faliirnkamp. Chairman

Senator Jav Kertiula. Vice Chairman
Senator Uick F.liosn PO. box V

Senator Steve Irank :
Senator Pk Halford Juneau. Alaska 99fi | |
Senator AdirssSturgulenski (907) 465-4907
Senator Fred Zktnroll

SENATE RESOURCES COMMITTEE LETTER OF INTENT FOR SB 119

This bill will require multinational firms with foreign parents
to file Alaska corporate tax returns using the water®s edge
method. The ability to use the water®s edge method has beer,
sought by foreign firms contemplating investments in Alaska, and
by Keidanren, the umbrella organization of Japanese business and

economic interests. The committee believes the change proposed
in this bill will remove a barrier to greater foreign investment
in Alaska.

Under S7J 119 (and under current law), Ffirms with domestic (U.S.)
parents are not permitted to use the water"s edge filing method.
The committee considered arguments for extending the water®s edge
method to domestic firms, but rejected such an extension.
Water"s edge accounting entails very little state revenue loss
when applied only to firms with foreign parents, but would cause
a loss of $3-6 million annually if applied to all multinational
firms doing business in Alaska. Testimony before the Senate
Resources Committee failed to demonstrate that additional
investment would flow to Alaska from domestic firms as a
consequence of allowing them water®s edge filing, or that such
additional investment would justify the revenue loss.

|
It is the intern: of the committee that the administration
continue to monitor the potential impacts of extending the
water®"s edge method to all multinational corporations. Further,
it is the intent of the committee that the administration notify
the appropriate legislative committees if it appears that
significant new domestic investment would occur as a result of
the change.
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March 8, 1989

The Honorable Bettye Fahrenkamp
Alaska State Senator

Box V

Juneau, AK 99811-3100

Dear Senator Fahrenkamp:

The Alaska Department of Revenue believes an annual domestic disclosure
spreadsheet can be an important tool in insuring fair administration of the
corporate tax as It would be revised by the SB 119. Our attorneys advise,
however, that sufficient authority already exists in AS 43.20 (Alaska Net
Income Tax) for the Department to issue regulations to implement these
requirements. We therefore have no objection to deleting the language

referring to the spreadsheet on page 2, lines 2 and 3 of SB 119. I have
enclosed a copy of the bill with this revision marked.

Assuming that this bill were adopted in its current form, applying only to
multinational corporations with foreign parents, the Department might not
find it necessary to adopt regulations requiring the spreadsheet. If the
spreadsheet were required we would not anticipate that more than a dozen or
so taxpayers would have to file it. Indeed, we would intend to ask for the

spreadsheet only from firms with a substantial nexus within Alaska, and in
most of those cases would only require information readily available from
filed state and federal tax returns, plus property, sales and payroll
factor information for each state in which the taxpayer or affiliated
corporation does business.

I would reiterate that the above applies if water's edge filing is
restricted to firms with foreign parents. Should the bill be extended to
all multinational corporations, fair administration of the law might
require a much more extensive domestic disclosure spreadsheet from
substantially more taxpayers.

Steven E. Kettel

Director

Income & Excise Audit Division
(907) 465-2320

SEK:1r
89-76
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A la s k a S tate Le g islature

Senate

Official Business Finance Committee Poch V
State Capitol
Juneau, Alaska 99811

TO: Senacoi . -amp

FROM: Senator Rick Uehling, Co-Ch
Senate Committee on Finance

DATE: April 9, 1990

RE: CSSB 119 (Fin),Unitary Tax Bill

Senate Bill 119, as originally introduced, provided for water"s
edge reporting only for corporations having foreign parents.
However, that bill contained no definition of a water"s edge
reporting method, and left it largely to the discretion of the
Department of Revenue to prescribe the method that taxpayers
would be reguired to use. The Finance Committee Substitute does
two things. Firsts it expands the coverage of the bill to
include domestic multinational corporations; second, it sets out
in some detail the provisions that will govern tax returns under
a water®"s edge combined reporting method.

I am enclosing a synopsis of CSSB 119 (Fin) for your review.



SYNOPSIS OF CSSB 119 (Finance)

Senate Bill 119, as originally introduced, provided for
water®"s edge reporting for only for corporations having foreign
parents. That bill contained no definition of a water"s edge
reporting method, however, and left it largely to the discretion
of the Department of Revenue to prescribe the method that
taxpayers would be required to use. The proposed CS does two
things. First, it expands the coverage of the bill to include
domestic multinational corporations; second, it sets out in some
detail the provisions that will govern tax returns under a
water®"s edge combined reporting method.

The proposed CS contains only one substantive provision,

contained in sec. 2 of the bill. */ Section 2 adds a new
section to AS 43.20 - AS 43.20.073. That provision is divided
into seven subsections. Subsection (a) sets out the kinds of

affiliated corporations that are to be included in the taxpayer®s
water"s edge combined tax return. These consist only of (1)
corporations that do substantial business within the United

States (regardless of whether

*/ Section 1 of the proposed CS sets out the purpose of the
Act - to promote investment and trade opportunities in the
state. Sections 3 and 4 are effective date sections, providing
that the water®s edge method will apply to tax years beginning
after December 31, 1989.



they are incorporated in the United States or elsewhere), »*/
(2) domestic and foreign sales corporations (which are
essentially paper corporations formed for the purpose of
obtaining special federal tax treatment under the Internal
Revenue Code), and (3) so-called "tax haven" corporations (which

have been formed for the purpose of avoiding taxes in the United

States).

Subsection (b) provides that certain income received fronm
foreign corporations v/ill be excluded from the taxpayer®s total
taxable income - specifically, 80 percent of dividends and
royalties as well as all amounts that are treated as dividends
under Sec. 78 of the Internal Revenue Code. ***/  Foreign
dividends and royalties are in actuality nothing more than 1income

earned outside the United States that happens to be returned to

**/ Specifically, a corporation is considered to be part of
the taxpayer®"s water®"s edge "family"™ (and its income taxable 1in
Alaska) 1if 20 percent or more of its average property, payroll
and sales factors are within the United States. An affiliated
corporation with less than 20 percent of 1its property, payroll
and sales factors within the United States will also be
cons®".dered part of the water"s edge group if that corporation
does V' + meet the requirements of sec. 861(c) of the Internal
Revt,.”~ . le; that 1is, if 20 percent or more of the corporation's
gross r .\ipts are from sources within the United States.

***/ Under the Internal Revenue Code, a corporation is
permitted to take a tax credit for income taxes paid by certain
affiliated foreign corporations. Section 78 provides that if a
corporation does take a foreign tax credit, an amount equal to
the tax credit will be "deemed"™ to have been received as taxable
income by the taxpayer corporation as a dividend from the foreign
corporation. Alaska does not allow corporations to take a
foreign tax credit. Thus 1in Alaska there 1is no justification for
including any amount of these "deemed" dividends in the
corporation®"s taxable 1inconme.



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 1is
simply to require corporations to include each year a fixed
percentage of their foreign dividends and royalties as taxable
income.

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



foreign corporation that is not part of the taxpayer®"s unitary
business - in other words, purely passive investment income.
This provision ensures that corporations will not be able to
exclude any portion of passive investment income received from
foreign corporations.

Subsection (d) simply recognizes that the 20 percent of
foreign dividends and royalties that are included in taxable
income are included for the purpose of offsetting the expenses of
the parent corporation attributable to its foreign operations.

Subsection (e) provides that if taxpayers do not provide the
Department of Revenue with the information it needs to properly
audit a water"s edge return, then the department may require the
taxpayer to file a worldwide combined return instead.

Subsection (f) makes it clear that the water®"s edge
reporting method is not applicable to taxpayers subject to AS
43.20.072, who are engaged in the production or transportation of
oil or gas.

Subsection (g) contains definitions of the terms ""affiliated
corporation,” "affiliated group," "foreign corporation," and

"water®s edge combined reporting method."



