






































accordance with statutory accounting practices prescribed or permitted by insurance regulatory author-
ities. Copies of the Insurer’s financial statements prepared in accordance with statutory accounting
practices will be available from the Insurer on or about March 1, 1987. The address of the Insurer is 445
Hamilton Avenue, White Plains, New York 10601.

Some of the shareholders of MBIA, Inc. are among the members of the Municipal Bond Insurance
Association (the “Association™); however, the Insurer is a separate and distinct entity from the
Association. THE ASSOCIATION HAS NO LIABILITY FOR THE OBLIGATIONS OF THE
INSURER UNDER THE POLICY.

Standard & Poor’s Corporation rates all new issues insured by the Insurer “AAA” Prime Grade.

Moody’s Investors Service rates all bond issues insured by the Insurer “Aaa™ and short term loans
“MIG 17, both designated to be of the highest quality.

Each such rating should be evaluated independently of any other rating. No application has been
made to any other rating agency in order to obtain additional ratings on the 1987A Bonds. The ratings
reflect the respective rating agency’s current assessment of the creditworthiness of the Insurer and its
ability to pay claims on its policies of insurance. Any further explanation as to the significance of the
above ratings may be obtained only from the applicable rating agency.

The above ratings are not recommendations to buy, sell or hold the 1987A Bonds, and such ratings
may be subject to revision or withdrawal at any time by the rating agencies. Any downward revision or
withdrawal of ecither or both ratings may have an adverse effect on the market price of the 1987A
Bonds.

Insurer Deemed Owner of all 1987A Bonds

The Resolution provides that unless the Insurer is in default under the Insurer’s policy, the Insurer
will be deemed to be the Owner of all Qutstanding 1987A Bonds for purposes of taking any and all
actions, including the giving of directions, consents, approvals, notices and waivers with respect to
Events of Default and remedies under, or amendments to or supplements of, the Resolution.

THE AUTHORITY

General

The Authority was created by the State Legislature in 1967 pursuant to the Industrial Develop-
ment Act to finance industrial and business enterprises for the purpose of promoting the general
prosperity and economic welfare of the people of the State, and to relieve problems of unemployment.

The day to day operations of the Authority are under the guidance of the Executive Director, who
reports to the Board of Directors (the “Board™). The Board generally meets at least twice each month to
set policy, to review and, if appropriate, pass resolutions and to monitor the actions of the Authority.
The Executive Director is responsible for implementing the policies established by the Board, hiring and
reviewing stafl performance and managing the general operations of the Authority. Deputy Directors
who report to the Executive Director administer credit and loan underwriting, and finance and
accounting. The total staff of the Authority is 15 individuals, all located in Anchorage.

10






Susan M. WEIMER, Loan Servicing Officer. Ms. Weimer joined the Authority in December 1981
and was appointed to her present position in February 1983. She is responsible for all aspects ol loan
servicing. Prior to joining the Authority, Ms. Weimer had been employed in commercial banking in
Alaska and Colorado for seven years. She earned a Bachelor of Science degree at Colorado State
University, Fort Collins.

WAYNE A. WILLIAMS, Deputy Director-Credit. Mr. Williams joined the Authority in February
1981 as a Senior Loan Officer. He is responsible for all credit origination, loan underwriting and loan
servicing. Prior to employment by the Authority, Mr. Williams was employed for 10 years by The First
National Bank of Anchorage in various real estate lending positions. He holds a degree in Business
Administration from Towa State University.

RODNEY W. BURGH, Deputy Director-Finance. Mr. Burgh was appointed to this position in
October 1981. His responsibilities include accounting, budgeting, investments, purchasing, personnel
and data processing. Prior to joining the Authority, he was engaged in commercial banking in Alaska
for more than 30 years, serving in various capacities including cashier, comptroller, executive vice
president and board member. Mr. Burgh is a graduate of the Pacific Coast Banking School, the School
for Bank Administration and Washington State University, where he obtained a Bachelor’s degree in
Business Administration and Accounting.

Autherity Programs

Initial Programs. To date, the Authority’s economic development activities have included the
financing of projects through the issuance of general obligation debt of the Authority, the proceeds of
which are used for the acquisition of participations in loans made by financial institutions in Alaska.
Such debt is secured by assets and revenues of the Authority’s Enterprise Development Fund estab-
lished by Section 155 of the Industrial Development Act (the “Enterprise Development Fund™) and
several capital reserve funds established in connection therewith. The Authority’s general assets are
held in the Enterprise Development Fund. The Authority’s economic development activities utilizing
the Enterprise Development Fund have resulted in capital expenditures in the State of approximately
$872.1 million and the creation or retention of approximately 13,617 permanent jobs. The 1987 A Bonds
are not general obligation debt of the Authority and are not secured by the assets of nor payable from
moneys on deposit in the Enterprise Development Fund nor by the capital reserve funds established in
connection with debt secured by the Enterprise Development Fund.

In addition to the Enterprise Development Fund program, under the Industrial Development Act
and the regulations of the Authority, the Authority also administers a “self-sustaining” revenue bond
program intended to provide financing to those borrowers not using credit assistance by the Authority.
As of December 31, 1986, the Authority had funded 284 projects aggregating $591.7 million under the
revenue bond program for businesses located in various parts of the State. These financings were made
possible by the original enabling legislation as well as subsequent legislative amendments expanding the
Authority’s purposes to include commercial projects, industrial parks, air and water transportation
facilities, pollution control facilities, facilities for the disposal of sewage and solid wastes, facilities for
the local furnishing of gas, facilities for the furnishing of water, mass commuting vehicles and facilities
in connection therewith, facilities for local district heating or cooling, parking facilities and facilities for
storage or training directly related to projects. Revenue bonds issued under the revenue bond program
have been and are expected to continue to be secured solely by the revenues to be derived from the
project so financed or the private business for which the project is financed.

No general obligation bonds or revenue bonds issued by the Authority under the Enterprise
Development Fund program or revenue bond program enjoy or will enjoy any claim on any funds
established by the Resolution, including the Capital Reserve Fund for the 1987A Bonds. However,
separate capital reserve funds, other reserve funds, and insurance funds have been and or may be
established to secure such bond issues, and, in the event of any deficiency in the capital reserve funds,
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concentrates are also expected to be completed early in 1990. The first shipment of concentrates is
expected to take place in the Summer of 1990.

Under certain circumstances, the Agreement permits Cominco and the Authority to stop work on
the Project for up to one year. In addition, the Agreement grants Cominco the right to terminate
construction of the Project. See “Pledged Revenues—Project Revenues; The Minimum Annual Assess-
ment”’ herein,

Site Land

The land on which the Authority will construct the Project belongs in part to the Federal
government, in part to NANA, and in part to the State. The Federal government has granted an
easement for the Project to NANA, and NANA has entered into a ground lease with the Authority
giving the Authority the right to construct, own, and operate the entire Project, including the portion
using the Federal easement.

The Federal easement pertains to a portion of the road which crosses the Cape Krusenstern
National Monument, a national park administered by the United States Department of the Interior.
The terms of the casement are stated in an agreement between NANA and the Department of the
Interior (the “Easement Agreement”) which has been approved by special legislation enacted by
Congress. The Easement Agreement provides standards for construction and operation of the road and
reclamation of the land in the event the road is no longer needed. The easement is conditioned on
construction of the Project beginning before September 25, 2005. The Easement Agreement does not
require any payment of rent or other consideration for the grant of the easement. The term of the
easement is 100 years,

The ground lease from NANA to the Authority is contained in a lease agreement dated as of
August 7, 1986 (the “Ground Lease”). The Authority paid NANA $1.1 million as consideration for the
Ground Lease upon the execution thereof, and has reimbursed certain initial costs of NANA in the
amount of approximately $430,000 incurred in connection with the acquisition of the Federal easement.
The Ground Lease does not require any payment of periodic rent beyond the initial $1.1 million.

The Authority has leased the State-owned land from the State for nominal consideration.

All land to be occupied by the Project lies within the Northwest Arctic Borough (the “Borough™).
The Borough was organized in 1986 and includes the site of the Red Dog mineral deposit. The total
population of the Borough is approximately 5,000 persons, most of whom live in separately incorporated
communities. The three that are closest to the Project are Kotzebue (population 2,500), Kivalina
(population 200) and Noatak (population 200). '

Permits

The review of the Project by Parsons included an examination of the status of the permils. See
Appendix A attached hereto. Inits report, Parsons concluded that the permits listed in Attachment IV
to Appendix A, which have been secured by Cominco, are adequate to satisfy all the required Federal,
State and local requirements and that the stipulations imposed by the permits do not pose any
significant obstacles to the successful completion of the Project.
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The Agreement also grants Cominco the right to suspend work on the Project for up to one year. In
addition, the Authority may extend the completion schedule for the Project for up to an additional year
if reasonably required under the circumstances. In this event, interest on the Bonds during the
suspension is included in the cost of the Project, and there is no deferral (or acceleration) of the July I,
1991 MAA payment commencement date.

The Agreement requires that the Authority reimburse Cominco for approximately $8.0 million of
Project costs paid by Cominco before July 1, 1985. This reimbursement is to occur in annual
installments over the five years following the date the Project is placed in service. Payment of the
reimbursement by the Authority is treated as payment of a Project cost that adds to the MAA,

The Authority is precluded under the Agreement from engaging in discriminatory pricing of toll
fees for any product. In the event the Authority engages in discriminatory pricing of toll fees for
comparable products shipped by parties other than Cominco (other than toll fees up to a specified limit
for fuel shipped through the Project for municipal power generation or residential use), the Agreement
provides for the Authority to make a compensating refund of the MAA to Cominco to the extent of the
fees received from all other users.

After the first 10 years of payments, the MAA is subject to reduction for casualty to the Project or
any loss caused by regulations of the Authority that materially impair Cominco’s rights under the
Agreement. Also, Cominco has the right after the first 10 years of payments to assign the Agreement,
including the obligation to make all payments under the Agreement, to any entity with reasonable
experience in comparable mining operations whose debt is rated at least “BBB” or the equivalent by
Standard & Poor’s Corporation or would be so rated by applying reasonable standards. Upon any such
assignment by Cominco, the Agreement provides that Cominco Ltd. will also be released from all
obligations under the Guaranty. ‘

The Payback Period ends on the carliest of (1) 35 years after the 1987A Bonds are issued, (2)
actual retirement of the Bonds, or {3) the date when the Bonds would have been retired if all Toll Fees
paid by Cominco were fully applied when received by the Authority to the payment of principal and
interest on the Bonds. After the Payback Period, payment of the MAA is subject to a force majeure
clause permitting Cominco to stop the payments under various conditions, including weather conditions
that render operations economically impractical.

If the Authority receives sufficient Toll Fees and payments from any other parties using the Project
so that it has recovered the cost of the Project at the 6.5% rate provided in the Agreement and the
Payback Period has passed, the Agreement permits Cominco to reduce the MAA proportionately in the
event it ships less than 850,000 tons a year.

State Appropriations

The Industrial Development Act establishes the Economic Development Fund and provides that
such Fund may only be used to finance, acquire, manage and operate projects that the Authority intends

to own and operate.

In 1984, the State appropriated $3.4 million to the Economic Development Fund for design and
preliminary costs of the Project. In 1985, the State appropriated for the Project $12 million cash and
approximately $132.7 million outstanding principal amount of Appropriated Loans acquired by the
State in connection with certain State loan programs. In 1986, the Authority purchased an additional
$11.6 million outstanding principal amount of loans from the State using cash available in the
Economic Development Fund.

The cash in the Economic Development Fund, including payment of the principal of and interest on
loans in the Economic Development Fund portfolio, is invested in the types of investments permitted by
State law, and may be expended to pay costs of the Project. On December 31, 1986, the balance of the
cash and investments in the Economic Development Fund was $36,047,444.
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The Appropriated Loans include Veterans Loans, Small Business Loans, Commercial Fishing
Loans, Fisheries Enhancement Loans, Tourism Loans, Historical District Loans and Child Care Loans.
Descriptions of each program are provided below. The following table sets forth the distribution of loans

by type of loan:
y typ Outstanding Loan Amount by

Type of Loan
{At December 31, 1986)
No. of Loan Percentage
Type of Loan Loans Amount of TotaF
Veterans Loans .. ...ttt e 1,592 § 69,204,800 57.4%
Small Business Leans . . ............. ..., 317 32,733,900 27.2
Commercial Fishing Loans...................... 324 11,378,100 9.4
Fisheries Enhancement Loans .. ................. 11 6,134,200 5.1
Tourism Loans .. ...... ... ... . ... ... . ... ....... 7 914,700 0.8
Historical District Loans ........ ... ... ........ 3 97,700 0.1
Child Care Loans . . .......... ... ..., ! 6,900 —
Total .. e 2,255  $120,470,300 100.0%

Veterans Loans: The Veterans Loan Program was available to qualified Alaska veterans of the
U.S. Armed Forces. The loans inciude two types: (1) residential property loans of up to $125,000 with a
maximum term of 30 years and maximum loan-to-value ratio of 90%, and (2) business loans of up to
$125,000 with a maximum term of 15 years and maximum loan to value ratio of 75%.

On December 31, 1986, the average principal balance was $43,470, the average interest rate was
7.5%, and 96% of the loans were secured by a first lien on real property.

Small Business Loans: Small Business Loans were made to Alaska residents to acquire, finance,
refinance or equip a small business. The loans were up to $500,000 in principal amount with a
maximum term of 15 years and a maximum loan-to-value ratio of 75%. Loans were originated by the
State and by financial institutions within the State. Loans originated by financial institutions were sold
to the State with the originating institution retaining a 10% interest in the loan and servicing the loan.

On December 31, 1986, the average principal balance was $103,260, the average interest rate was
8.80%, and 79% of the loans were secured by a first lien on real property. The remainder were secured
by a first preferred ship mortgage, equipment, inventory, receivables and other miscellaneous types of
security.

Commercial Fishing Loans: Commercial Fishing Loans were made to qualified Alaska residents
and corpoerations to develop, rehabilitate and maintain the State’s fisheries. The loans were up to
$300,000 in principal amount with 2 maximum term of 15 years (eight years in the case of equipment)
and a maximum loan-to-value ratio of 75%.

On December 31, 1986, the average principal balance was $35,120, the average interest rate was
8.12%, and all loans were secured by a first preferred ship mortgage.

Fisheries Enhancement Loans: Fisheries Enhancement Loans were made to qualified non-profit
corporations for the planning, construction and operation of fish hatcheries. The loans were up to
$10,000,000 in principal amount with a maximum term of 30 years. Repayment of principal was
deferred for a period of 6 to 10 years, '

On December 31, 1986, the average principal balance was $557,650, and the average interest rate
was 8.37%. Fisheries Enhancement Loans were secured by first deeds of trust on real property,
leasehold improvements, sale of surplus fish, and assessments from fishermen.

Tourism Loans: Tourism loans were made to qualified Alaska residents and businesses for the
purpose of promoting the State’s tourism industry. The loans were up to $150,000 in principal amount
with a maximum term of 20 years and a maximum loan-to-value ratio of 75%. A loan not secured by
real property carried 2 maximum term of eight years and a maximum loan to value ratio of 60%.

On December 31, 1986, the average principal balance was $130,670, and the average interest rate
was 8.04%. All of the loans were secured by real property or equipment.
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Historical District Loans: Historical District Loans were made to qualified Alaska residents for
the restoration, rehabilitation, and maintenance of historical buildings. The loans were up to $250,000
in principal amount with a maximum term of 30 years (eight years in the case of equipment) and a
maximum loan-to-value ratio of 85%.

On December 31, 1986, the average principal balance was $32,570, and the average interest rate
was 7.0%.

Child Care Loans: Child Care Loans were made to qualified Alaska residents for the construction,
renovation and equipping of child care facilities.

On December 31, 1986, the principal balance of the one loan outstanding was $6,877, and the
interest rate on the loan was 7.0%.

Geographical Diversity: The geographical diversity of the largest loan programs, Veterans and
Small Business Loans, approximately parallels the population density of Alaska. As of June 30, 1986,
the percentage distribution of loans by number of loans and by principal balances outstanding was as
follows:

Veterans Loans Small Business Loans

Principal Principal

Amount Amount

Region # of Loans of Loans # of Loans of Loans

South Central . ......... ... .. ... .. 48.0% 54.0% 49.0% 53.0%
Southeast ... ... ... ... . e 35.0 30.0 21.0 12.0
Southwest . ... ... ... i 3.0 3.0 1.9 1.4
Imterior . . ... ... ... . ... .. 9.0 8.0 25.0 31.0
Northwest . . ... .. .. ... 0.7 0.5 1.4 2.0
NorthSlope ......... .. ... .. . i ... 0.2 0.2 — —
Other® ... .. 4.1 4.3 1.7 0.6

*Mailing address outside the State or no zip code available.

Loan Delingquency and Loan Loss Experience: The following table sets forth the loan delinquency
experience of the Veterans, Small Business and Commercial Fishing Loans as of June 30, 1985, June
30, 1986 and December 31, 1986:

Loan Delinquency Experience

Appropriated Loans—9%0 Days or More
(Dollar Amounts in Thousands)

Small Business Loans

Veterans Loans (State Originated)
Delinquencies—90 Days or more Delinquencies—~90 Days or more
# of % of Loan % of # of % of Loan % of
Date Loans Total Amount Total Loans Total Amount Total
December 31, 1986 ......... 63 3.95% $3,170 4.58% 38 21.46% $3,120 22.19%
June 30, 1986.............. 54 3.30 2,500 3.50 29 1520 2,200 15.50
June 30, 1985.............. 91 5.20 4,300 4.30 32 31.00 3,090 39.60
Small Business Loans
(Participating Bank Originated) Commercial Fishing Loans
Delinquencies—90 Days or more Delinquencies—90 Days or more
# of % of Loan % of # of % of Loan % of
Date Loans  Total Amount Total Loans  Total Amount Total
December 31, 1986 ......... 13 0.29% $1,430 7.67% 23 6.76% $1,210 12.83%
June 30, 1986.............. 9 5.96 1,700 8.20 46 12.50 2,400 17.00
June 30,1985, . ............ 17 11.72 2,730 14.23 37 8.50 2,070 11.90

Through December 31, 1986, the loan losses, taking into account recoveries on foreclosure and
disposal of collateral, on the Veterans, Small Business and Commercial Fishing Loan Programs have
been 0.0%, 0.6% and 3.0% of total principal balance outstanding, respectively, since the loans were
appropriated to the Authority in 1985.
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Loan Revenues. The following table shows scheduled repayments of principal and interest, net of

service fees, on the Appropriated Loans from January 1, 1987:
Scheduled Apxropriated Loan Revenues{1)

(Dollar Amounts in Thousands)

Fiscal Year Veterans Small Commercial

Ending June ) Loans Business Loans  Fishing Loans  Other(2) Total
1987¢3) .. ... .o $ 4,000 $ 2,300 $ 430 $§ 320 § 7,050
1988. .. ... ... ... ... 8,260 5,140 2,690 850 16,940
1989 . ... ... 8,150 5,060 2,520 850 16,580
1980, ... .. ... . ... 7,760 4,720 2,270 840 15,590
1991 . ... 7,630 4,110 2,020 840 14,600
1992, .. ... ... ..., 7,480 4,190 1,580 790 14,040
1993 . ..., ... .. ..., 7,200 3,570 910 790 12,470
1994, .. .. .. ... L 6,650 3,380 520 780 11,330
1995, . .. ... ... ... ..., 6,230 2,980 340 770 10,320
1996, ........ ... 6,120 3,650¢4) 180 770 10,720
1997 . . ... 5,980 860 80 770 7,690
1998 . . ... .. ... 5,730 750 40 760 7,280
1999, . ... ... ... ... 5,480 50 10 680 6,220
2000, . ... ..., 5,260 10 — 680 5,950
2001 ... ... 4,820 10 _ 640 5,470
2002. ... ... 4,370 10 — 610 4,990
2003 . ... ... 3,760 10 — 420 4,190
2004 . ... ... 3,490 10 —_— 410 3,910
2005, ... 3,260 10 - 400 3,670
2006 . 3.090 — — — 3.090
2007 ... .. 2,850 — — — 2,850
2008 ... ... .., 2,310 — — — 2,310
2009, .. ... o, 1,060 — — — 1,060
Total ................. $120,940 $40,820 $13,590 $12,970 $188,320

(1) Based on the assumption that all principal and interest payments are made when due. Prepayment
of loans is not taken into consideration nor are any payments made on account of loans which were
involved in foreclosure proceedings on December 31, 1986.

(2) Includes Fisheries Enhancement Loans, Tourism Loans, Historical District Loans and Child Care

Loans.
(3) Represents six months from January 1, 1987 to June 30, 1987,
(4) Increased revenues in 1996 are due to balloon payments which become due at loan maturity.

All of the Appropriated Loans are subject to prepayment prior to final maturity. If prepayments
occur, they may have a significant effect on projected loan revenues. The Authority can give no
assurance that the actual receipt of moneys will correspond to the loan revenues shown above. In the
Fiscal Year ending June 30, 1986, and for the six months ending December 31, 1986, the Authority
received prepayments of $5,233,313 and $3,124,153, respectively.

Disposition of the Economic Development Fund. Upon the issuance of the 1987A Bonds, the
Authority will transfer the cash and securities in the Economic Development Fund representing the
balance of the appropriations, including payments received on the loans, to the Trustee for deposit in the
Project Economic Development Fund established by the Resolution. The Resolution authorizes the
Trustee to make transfers from the Project Economic Development Fund for various purposes,
including transfers to the Construction Fund to pay costs of construction of the Project. See “Appendix
E—Summary of Certain Provisions of the Resolution—Application of Revenues—Appropriated Loan
Revenues.”

At present, the Department of Commerce and Economic Development and, in some cases, lending
institutions in the State, collect the payments on the loans in the Economic Development Fund loan
portfolio and remit them to the Authority. The Authority intends to continue this practice after issuance
of the 1987A Bonds and to pay the collected amounts to the Trustee for deposit in the Project Economic
Development Fund.
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Investment Income

Moneys or securities held in the Construction Fund, Revenue Fund, Operation and Maintenance
Fund, Debt Service Fund, Sustaining Capital Fund, Capital Reserve Fund and the Project Economic
Development Fund established under the Resolution will be invested in Investment Securities as
provided in the Resolution, and the earnings thereon will be available to pay Project costs and Debt
Service on the Bonds.

Cash Requirements

Project Costs. On February 18, 1987, the Authority and Cominco jointly established a Project
budget which calls for completion of construction of the Project by the Spring of 1990, and for the
Project to be in service by June 30, 1990. A total construction cest of $144,890,000 is budgeted, with
construction draws scheduled as shown below:

Budgeted Construction Draws

(5000s)

Fiscal Year Ending June 30 1986 1987 1988 1989 1990 Total
Port .................... $569 85,183 $11,332 3$20,527 $15,528 § 53,139
Road ................... 288 1,184 27,656 32,929 10,547 72,604
Contingency & Escalation . .. 40 450 4,838 8,609 5,210 19,147
Total .................. $897 36,817 $43,826 $62,065 $31,285 §144.890

Current plans call for bid award for the road portion of the Project by April 1987. The port portion
of the Project will commence in March 1987. Components of work involved in developing the port
include fuel storage facilities, the concentrate storage building, offshore cells for the deep water dock,
support structures and mechanical/electrical work relating to each of these components. Parsons has
reviewed the Project budget and projected construction draws and believes them to be reasonable as
discussed further in Appendix A attached hereto.

Repayment to Cominco. The Agreement also requires the Authority to reimburse Cominco for
approximately $8.0 million of Project costs paid by Cominco before July 1, 1985. This reimbursement is
to occur in annual instailments over the five-year period following the date the Project is placed in
service.

Funds under the Resolution. The Authority intends to create various funds under the Resolution.
These funds include the Capital Reserve Fund equal to the Capital Reserve Fund Requirement (see
“The Bonds—The Capital Reserve Fund” herein), the Sustaining Capital Fund equal to $5.0 million to
be funded by two equal annual deposits beginning December 31, 1987, and the Operation and
Maintenance Fund equal to $2.0 million to be funded by two equal annual deposits beginning December
31, 1989,

Estimated Cash Flow

The Revenues of the Authority available to pay Debt Service on the Bonds include the payments on
the Appropriated Loans, the payments to be made by or on behalf of Cominco under the Agreement,
payments by any other user of the Project and income from investment of Funds (other than the Excess
Investment Earnings Fund) and Accounts held under the Resolution. See “Appendix E—Summary of
Certain Provisions of the Resolution™ attached hereto.

The following tables show, respectively, the estimated Revenues and disbursements for the Project
through 2001 and the estimated year-end balances in the various Funds relating to the Project during
the same period:
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DELONG MOUNTAIN TRANSPORTATION PROJIECT e ’
ESTIMATED CASH FLOW PR
Fiscal Year Appropriated :

Ending Starting Cash Loan Interest Cominco Total Project Repayment to Debt Adminisirative Ending
June 30 Balance Revenues(3) Farnings(4) MAA(6) Before Draws  Costs(7) Reserves Cominco(11) Service Costs Balance
1987(1) ... ...... $131,250,000(2) $ 7,050,000 $3,136,595(5) § 0 $141,436,595 $(17,701,000) ${8,857,575)(8) $ 0 s 0% $(500,000) $114,378,020
1988 .. ... ... ... 114,378,020 16,940,000  7,195,796(5) 0 138,5i3,816 (73,137,000) (2,500,000)(9) 0 (9,672,900) Y (500,000) 52,703,916
1989 .. ......... 52,703,916 16,580,000 4,472,883(5) 0 73,756,799 (47.010,000) (2,500,000)(9) 0 (7,254,675  (500,000) 16,492,124
1990, .. ........ 16,492,124 15,590,000  2,186,531(5) 0 34,268,655 {424,000) (1,000,000)(10} 0 (7,254,675)  (500,000) 25,089,980
1991 ... ... 25089980 14,600,000 1,410,531 8,511,181 49,611,692 0 (1,000,000)(10) (1,419,261) (7,254,675) (500,000) 39,437,756
1992 .. ... ... 39,437,756 14,040,000 2,372,638 11,348,241 67,198,635 0 0 (1,892,348) (8,854,675}  (500,000) 55,951,612
1993 ........... 55,951,612 12,470,000 3,087,170 11,348,241 82,857,023 0 0 (1,892,348) (8,853,275} (500,000 71,611,400
1994 .. ......... 71,611,400 11,330,000 3,873,886 11,348,241 98,163,527 0 0 (1,892,348) (B,853.915)  (500,000) 86,917,264
1995 .. ......... 86,917,264 10,320,000 4,641,205 11,348,241 113,226,710 0 0 (1,892,348) (8,855,675}  (500,000) 101,978,687
1996 .. ... ... 101,978,687 10,720,000 5,410,355 11,348,241 129,457,283 0 0 (473,087) (8,857,575)  (500,000) 119,626,621
1997 ........... 119,626,621 7,690,000 6,267,355 11,348,241 144,932,217 0 0 0 (83855575) (500,000) 135,576,642
1998 . .......... 135,576,642 7,280,000 7,082,655 11,348,241 161,287,538 0 0 0 (8853,075) (500,000) 151,934,463
1999 .. ......... 151,934,463 6,220,000 7,898,335 11,348,241 177,401,039 0 0 0 (8854,075) (500,000) 168,046,964
2000, .. ... ... .. 168,046,964 5,950,000 8,710,815 11,348,241 194,056,020 0 0 0 (83853400) (500,000) 184,702,620
2000 ........... 184,702,620 5470,000 9,544,453 11,348,241 211,065,314 0 0 0 {8,855100) (500,000) 201,710,214

(1) Reflects partial year beginning January 1, 1987.

{2) Includes $36,000,000 cash in the Project Economic Development Fund and $95,250,000 net proceeds of the 1987A Bonds.

(3) Reflects scheduled revenues from Appropriated Loans with no prepayments or loan losses (See “Pledged Revenues—State Appropriations”
herein).

(4) Includes interest at 7.4% per year on the Capital Reserve Fund through April 1, 1992 and 5% per year thereafter, 6.3% per year on the
Construction Fund through January 1, 1990 and 5% per year thereafter and 5% per year on average Project Economic Development Fund
balances.

(5) Includes interest at 5% per year on Sustaining Capital Fund and Operation and Maintenance Fund balances through July 1, 1990.

(6) MAA estimate based on Project costs, costs of issuance and interest earned during construction assumed herein (See discussion of MAA
under “Pledged Revenues—Project Revenues; The Minimum Annual Assessment™ herein).

(7) Project costs reflect cost estimates prepared by Parsons as of February 6, 1987 (See Appendix A) and are shown as draws at beginning of the
fiscal year.

(8) Capital Reserve Fund deposit.

(9) Initial deposit in Sustaining Capital Fund which will be fully funded with additional $2,500,000 deposit shown in 1989.

(10) Initial deposit in Operation and Maintenance Fund which will be fully funded with additional $1,000,000 deposit shown in 1991.
(11) Reflects repayment of approximately $8,000,000 of Project costs expended by Cominco prior to July 1, 1985 together with interest at 6.5%

(See “Pledged Revenues—Cash Requirements; Funds under the Resolution™ herein).
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DELONG MOUNTAIN TRANSPORTATION PROJECT
ESTIMATED RATIO OF CASH TO LIABILITIES

Capital 1987A Operation and Sustaining
As of Available Reserve Total Bonds Total Cash/ Maintenance Capital Total Cash & Funds/
June 30 Cash Balance(1) Fund(2} Cash Outstanding Liabilities Fund(3) Fund(3) Liabilities
1987 .......... $114,378,020 $8,857,575 $123,235,595 $103,250,000 119.4% b 0 % 0 119.4%
1988 .......... 52,703,916 8,857,575 61,561,491 103,250,000 59.6% 0 2,500,000 62.0%
1989 .. ........ 16,492,124 8,857,575 25,349,699 103,250,000 24.6% 0 5,000,000 29.4%
1990 .......... 25,089,980 8,857,575 33,947,555 103,250,000 32.9% 1,000,000 5,000,000 38.7%
1991 .......... 39,437,756 8,857,575 48,295,331 103,250,000 46.8% 2,000,000 5,000,000 53.6%
1992 .......... 55,951,612 8,857,575 64,809,187 101,650,000 63.8% 2,000,000 5,000,000 70.6%
1993 . ... ..... 71,611,400 8,857,575 80,468,975 99,965,000 80.5% 2,000,000 5,000,000 87.5%
1994 .. ... .... 86,917,264 8,857,575 95,774,839 98,185,000 97.5% 2,000,000 5,000,000 104.7%
1995 .. .. ...... 101,978,687 8,857,575 110,836,262 96,300,000 115.1% 2,000,000 5,000,000 122.4%
1996 .. ........ 119,626,621 8,857,575 128,484,196 94,300,000 136.3% 2,000,000 5,000,000 143.7%
1997 . ...... .. 135,576,642 8,857,575 144,434,217 92,180,000 156.7% 2,000,000 5,000,000 164.3%
1998 . ......... 151,934,463 8,857,575 160,792,038 89,930,000 178.8% 2,000,000 5,000,000 186.6%
1999 . ......... 168,046,964 8,857,575 176,904,539 87,535,000 202.1% 2,000,000 5,000,000 210.1%
2000.......... 184,702,620 8,857,575 193,560,195 84,985,000 227.8% 2,000,000 5,000,000 236.0%
2001 .......... 201,710,214 8,857,575 210,567,789 82,265,000 256.0% 2,000,000 5,000,000 264.5%

(1) Reflects end-of-period balances in the Construction Fund and the Project Economic Development Fund.
{2) Capital Reserve Fund funded at maximum annual debt service for the 1987A Bonds.
(3) Operation and Maintenance Fund and Sustaining Capital Fund balances may be lower than shown if drawn upon.















interest on 1987A Bonds held by a foreign corporation may be subject to the branch profits tax imposed
by the Code.

Ownership of the 1987A Bonds may result in collateral Federal income tax consequences to certain
taxpayers, including, without limitation, financial institutions, property and casualty insurance compa-
nies, individual recipients of social security or railroad retirement benefits and taxpayers who may be
deemed to have incurred or continued debt fo purchase or carry the 1987A Bonds. Bond Counsel
expresses no opinion as to such collateral tax consequences, and prospective purchasers of the 1987A
Bonds should consult their own tax advisors as to such consequences.

In the opinion of Bond Counsel, under the laws of the State as enacted and construed on the date of
initial delivery of the 1987A Bonds, interest on the 1987A Bonds is exempt from taxation by the State
except for inheritance and estate taxes and taxes on transfers by or in contempiation of death; interest
on the 1987A Bonds held by corporations which are subject to the Federal alternative minimum tax
may also be subject to the State net income tax.

LEGAL MATTERS

All legal matters incident to the authorization, issuance, sale and delivery of the 1987A Bonds are
subject to the approval of Ballard, Spahr, Andrews & Ingersoll, Washington, D.C., Bond Counsel,
whose approving legal opinion is expected to be delivered in substantially the form included in this
Official Statement as Appendix F. Certain legal matters will be passed upon for the Underwriters by
their counsel, Wohlforth, Flint & Gruening, Anchorage, Alaska. Certain legal matters pertaining to the
Banks and the Letter of Credit, including the validity and enforceability of the Letter of Credit, will be
passed upon by Sullivan & Cromwell, New York, New York, special counsel to the Banks, and by
Henrici, Reber & Wicki, Swiss counsel to Union Bank of Switzerland; Kenta Hiraga, Japanese counsel
to The Bank of Tokyo; Dr. Kohler Holzwarth, Deputy General Counsel of Deutsche Bank AG; Braun
Moriya Hoashi & Xubota, Japanese counsel to The Mitsubishi Bank, Limited; Durrant Piesse, English
counsel to Barclays Bank PLC; Peter J. Lewarne, Senior Legal Counsel to The Bank of Nova Scotia;
Canadian counsel to The Toronto Dominion Bank; and German counsel to Commerzbank Aktiengesell-
schaft. Certain legal matters will be passed upon for Cominco and Cominco Ltd. by Shearman &
Sterling, New York, New York, Ladner Downs, Vancouver, British Columbia, and Hartig Rhodes
Norman Mahoney & Edwards, Anchorage, Alaska.

ABSENCE OF LITIGATION

There is no controversy or litigation now pending or threatened to restrain or enjoin the issuance,
sale, execution or delivery of the 1987A Bonds, or in any way contesting or affecting the validity of the
1987A Bonds or any proceedings of the Authority taken with respect to the issuance or sale thereof, or
the pledge or application of any moneys or security provided for the payment of the 1987A Bonds or the
existence or powers of the Authority.

UNDERWRITING

The Underwriters have agreed, subject to certain conditions, to purchase the 1987A Bonds from
the Authority at a price of $101,227,333, plus accrued interest. The Underwriters will be obligated to
purchase all of the 1987A Bonds if any are purchased. The 1987A Bonds may be offered and sold to
certain dealers (including investment trusts, certain of which may be sponsored or managed by the
Underwriters) at prices lower than the public offering price stated on the cover page of this Official
Statement, and such public offering price may also be changed without prior notice, from time to time,
by the Underwriters.
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EXPERTS

The financial statements of the Economic Development Fund of the Authority included as
Appendix B to this Official Statement have been examined by Peat, Marwick, Mitchell & Co.,
independent certified public accountants. The audited consolidated financial statements of Cominco
Ltd. for the year ending December 31, 1986 included in Appendix D to this Official Statement have
been examined by Thorne Ernst & Whinney, Independent Chartered Accountants. Such financial
statements have been included in reliance on their reports given on their authority as experts in auditing
and accounting.

MISCELLANEOUS

All guotations from and summaries and explanations of the Act, the Resolution, the Agreement,
the Guaranty and the Primary and Standby Letters of Credit contained herein do not purport to be
complete and reference is made to the Act, the Resolution, the Agreement, the Guaranty and the
Primary and Standby Letters of Credit for full and complete statements of their provisions. The
Appendices attached hereto are a part of this Official Statement. Any statements in this Official
Statement involving matters of opinion, whether or not expressly so stated, are intended as such and not
as representations of fact.

All statements, estimates, assumptions and summaries of documents in this Official Statement
have been made on the basis of the best information available and are believed to be correct and
reliable, but no representations whatsoever are made that such statements, estimates and assumptions
are correct or will be realized.

Neither this Official Statement nor any statement which may have been made orally or in writing is
to be construed as a contract with the Owners of any of the 1987A Bonds.

ALASKA INDUSTRIAL
DEVELOPMENT AUTHORITY

By: /s/ BERTRAM L. WAGNON
Executive Director
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THE RALPH M. PARSONS COMPANY

Alaska Industrial Dev. Authority -2- February 11, 1987

o To develop and keep current summary and detailed schedules for the
Project construction; and,

o To prepare procurement and contract bid documentation in accordance with
the Authority's procedures, The Authority reserves the right of
placement.

EXPERIENCE

Since 1974, Parsons has acted in the capacity of designer, engineer, and
construction manager responsible for some 60 percent of all completed work on
the North Siope of Alaska which included assignments for Atlantic Richfield,
SOHIO, Alyeska, Pipeline Service Company, Northwest Alaskan Pipeline Company,
and Occidental Exploration and Production Company. Parsons has managed over
five billion dollars of petroleum related work.

Parsons is recognized as the world's leader in the field of large module
design and construction. Over 70 percent of the modules fabricated for the
North Slope have been constructed under Parsons' direction. For ARCO alone,
565 large modules weighing over 235,000 tons have been engineered, constructed
and delivered to Alaska on 146 barges.

Major construction support activities to accommodate these programs have
expanded our scope of expert knowledge. Parsons has successfully provided
expertise 1in arctic engineering, oceanographic engineering, major civil
engineering design of causeways, ice and gravel roadways, bridges, permafrost
foundations, and technology unique to offshore work and docking facilities.

PROJECT DESCRIPTION
SEAPORT

The Seaport facility construction is subdivided into seven (7) subjobs for
management control purposes. The subjobs are:

Subjob

Number Description

4001 Onshore Development

4002 Shore Facilities

4003 Concentrate Storage Facilities
4004 Concentrate Handling

4005 0ffshore Development

4007 Supplies Handling

4008 Fuel Storage and Distribution
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THE RALPH M. PARSONS COMPANY
Alaska Industrial Dev, Authority -4- February 11, 1987

Saline rich subsurface soils recently discovered in the area of the
concentrate storage facility at the Seaport may impact the design and
are currently being assessed. Investigations into alternate foundations
designs for the concentrate storage building are being made. The most
significant design impact that could result is the relocation of the entire
building from the present location to a new site some 2.5 miles inland. The
resultant cost exposure is estimated to be approximately $4,000,000 which is
well within the project contingency budget.

4004 Concentrate Handling

The concentrate handling system is designed to reclaim the material from the
truck unloading hopper and from the concentrate storage pile within the
concentrate storage building. The system includes reclamation of the
concentrate from the storage pile and the loading of the shuttle barges at the
rate of 2000 tons per hour. The system consists of front-end loaders which
feed a series of conveyors which, in turn, discharge onto a ship loader,

4005 0Offshore Development

The offshore facilities consist of a shallow water dock which was constructed
in 1986 and three 74-foot diameter cells which form the deep water dock
scheduled for construction in 1988.

The shallow water dock is constructed of sheet piling with the interior being
filled with compacted gravel and sand. The surface of the shallow water dock
is covered with armorflex precast concrete mats. In the fall of 1986, one "H"
sheet pile joint separation in the shallow water dock was detected. This
caused some erosion of the interior fill material which resulted in some
settlement of the armorflex mat. A fix has already been engineered and the
minor damage will be repaired this summer. In Summer of 1987 a 44 foot
extension to the South side of the dock will be made. In 1989, prior to
module offloading the dock surface will be reworked and a concrete cap placed
around the edge of the dock.

The cell design is based upon ice loading information furnished by Mr. Kenneth
Vaudrey, an internationally recognized authority on polar ice. The cells
will extend to a planned height of 25-feet above mean sea level. The design
incorporates sheet piling with the interior being composed of compacted fill
or soil cement topped with a concrete slab,

4007 Supplies Handling

The supplies handling function is to move and store all of the incoming
materials, equipment and consumables required to support the Red Dog Mine,
The supplies handling subjob scope is to provide for the acquisition of mobile
equipment required for this purpose. The equipment will include
semi~-trailers, forklifts, fuel oil tankers, tractors and cranes.






THE RALPH M. PARSONS COMPANY
Alaska Industrial Dev. Authority -6- February 11, 1987

close day-to-day supervision of activities for quality and quantity
compliance; withholding of sufficient retainage, imposition of full value
performance bonds; and, inspection of all equipment and materials.

DEFINITIVE COST ESTIMATE

The defintive cost estimate prepared by Parsons in October 1986 amounted to a
total Project cost of $144,890,000. Attachment I[I shows the cash flow by
quarters for the road and seaport including escalation and contingency.

SCHEDULE

Conceptual design and permitting efforts commenced in 1983, Road design by
PN&D started in 1984 and Seaport design by Parsons started in 1985.

The Project Construction Phase started with the award by the Authority of the
Contract "C" DOCK in the Spring of 1986. In the Fall of 1986 the shallow
water dock and some laydown areas were completed. This work was done to
ensure the orderly start of the construction activities planned for 1987,

The initial work in 1987 will consist of preparing the fuel tank foundation
which must take place while the ground is still frozen, This work will be
done by Contractor "C" who was responsible for the installation of the shallow
water dock. This work is scheduled for completion in May of 1987.

Major Project construction will begin with the onset of the open water season
this summer. Currently, the Authority 1is preparing to receive bids on
Contract "A" ROAD which defines the construction of the all weather road from
the Seaport to the Red Dog mine site and the rough grading at the Seaport.
The major milestones associated with this effort are shown in Attachment III
which is an excerpt from the Contract "A" ROAD documents.

Schedule compliance will be assured by the close supervision of the efforts of
the Contractor by the construction manager. Load counts, in-place surveys,
road advances, daily equipment and manpower reports will all be used to
monitor actual production against planned goals.

The other significant construction activity ongoing in the Summer of 1987 is
the erection of the first 2,300,000 gallon double wall fuel tank. At this
time the Authority has the intent to award the DIESEL FUEL STORAGE TANKS
contract which is approximately 10% below tne engineer's cost estimate.
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ATTACHMENT I

DELONG MOUNTAIN REGIONAL TRANSPORTATION SYSTEM
PROJECT CONTRACT AND PROCUREMENT REGISTER

$1,000
No.{ Scope Description Title Type Award Duration End Est, Value Comments
1 Construct Shallow| Contract "C"| Lumpsum 1,647 Complete except for some
Water Dock and 1986 Dock Unit April May 1987 change order work
Laydown Area Rates 1986 Actual Todate
2 Seaport Site Work| Contract "A"| Lumpsum Currently being bid,
and Road Road Unit April Fall 60,000
Rates 1987 1988
3 Supply and Erect Fuel Lumpsum Erect one tank 1987;
Four Fuel Storage| Storage April June 3,000 One tank 1988; and
Tanks Tanks 1987 1989 Two Tanks 1989
4 Supply and Erect Concentrate | Lumpsum July 7,000
Concentrate Storage 1989
Storage Building Building
5 Fuel Tank Geotechnical| T & M April August 20 Directed Procurement Due to
Geotechnical 1987 1987 Specialty and Allowable Time
[nstrumentatioin
6 Fuel Tank Leak teak Lumpsum | April October 25 Estimated
Detection 1987 1987
7 0f fshore Of fshore Lumpsum |February September 4,700
Deepwater Cells 1988 1988
Cells
8 Offshore Rigging Lumpsum | March September 750
Heavy 1989 1939 A
Rigging
9 General Contract "8B"| Lumpsum | March December 6,600
Contractor Seaport 1988 1989
Electrical/Mech Development
10 Equipment and -- Lumpsum { April October 42,001
Material P.O. 1986 1987
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ATTACHMENT IV

Page 2

PERMIT STATUS
Projected
Expiration Completion
Department Permit Name Permit No. Status Date Date
Natural Resources Right-of-Way ADL 409515 Approved 10/86
Tidelands Lease ADL 412501 Approved 4/18/2041
Material Site 7 ADL 412732 Approved
Material Site 7 ADL 412502 Approved
Material Site B ADL 412509 Approved
Materfal Site BA ADL 412510 Approved
Material Site 9 ADL 412511 Approved
Material Site 10 ADL 412512 Approved
Material Site 11A ADL 412513 Approved
Material Site 12 ADL 412514 Approved
Land Use{Tundra
Travel) NR-86-0432 Approved B/1/87
Land Use{Temporary
Camp) MR-86-052 Approved 8/1/87
Water Rights{Thaw &
Bear Lake) LAS 4073 Approved 12/31/89
Tailing Dam Submitted 1987
Water Dam Submitted 1987
Environmental "401"Certificate
Conservation of Reasonable
Assurance 2-B30359 Approved
Solid Waste
Disposal MS2 B532-8BA002 Approved 3/1/91
Solid Waste
Disposal Port Site B632-BA002 Approved 11/1/87
Spt1l Prevention
Control Draft Prepared 1987
Prevention Signif-
cant Deterloration Submitted 7/87
Solld Waste Approved/
Disposal/Mine Site B532-BA00S Extend 6/1/88
Biomonttoring
Program (MNPDES) Draft Submitted
Wastewater Treat-
ment Facilities Pending
Hazardous Substances Pending
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ALASKA INDUSTRIAL DEVELOPMENT AUTHORITY

ECONOMIC DEVELOPMENT FUND

Balance Sheet

June 30, 1986

Assets

Cash
Investments (note 3)

Loans (note &)
Less allowance for possible loan loss (note 5)

Net loans

Accrued interest receivable
Miscellaneous assets

Liabilities and Equity

Miscellaneous liabilities

Equity:
Contributed capital (note 2)
Retained earnings
Total equity

Commitments (note 6)

See accompanying notes to financial statements.
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$ 11,200
24,805,618

130,632,094
3,019,447
127,612,647

2,070,545
121,979

$154,621,989

s____ 518
578

143,511,300
11,110,111

154,621,411

$154,621,989






ALASKA INDUSTRIAL DEVELOPMENT AUTHORITY
ECONOMIC DEVELOPMENT FUND

Statement of Changes in Financial Position

Year ended June 30, 1986

Sources of financial resources:
Contributed capital
Net income
Loan reductions
Increase in:
Liabilities
Allowance for loan loss

Uses of financial resources:
Appropriated loans, net
Loans purchased
Increases in:
Cash
Investments
Accrued interest receivable
Miscellaneous assets

See accompanying notes to financial statements.
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$143,511,300
11,110,111
13,702,021

578
1,825,096

$170,149,106

$131,511,300
11,628,464

11,200
24,805,618
2,070, 545

_ 121,979

$170,149,106
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ALASKA INDUSTRIAL DEVELOPMENT AUTHORITY
ECONOMIC DEVELOPMENT FUND

Notes to Financial Statements

As of June 30, 1986, $3,124,623 of the $3,400,000 apppropriation was
either expended or contractually encumbered within the State of Alaska's
Financial Reporting System. As of October 31, 1986, all of these funds
were either expended or obligated.

To date, only the Delong Mountain Transportation Project has been
authorized by the Legislature. This project consists of a road and port
to serve regional needs and permit transportation of zinc concentrates
and other minerals from the Red Dog deposit, one of the largest such
deposits in the world, located in the Delong Mountains in northwest
Alaska.

Summary of Significant Accounting Policies

Basis of Accounting
The Authority uses the accrual basis of accounting, under which revenues
are recorded when earned, and expenditures are recorded when liabilities

are incurred.

Investments
Investments are recorded at the acquisition cost which approximates market.

Income Taxes

The Internal Revenue Code provides that gross income for tax purposes does
not include income accruing to a state or territory, or any political
subdivision thereof, which is derived from the exercise of any essential
governmental function or from any public utility. According to the
Alaska Statutes, the Authority constitutes a political subdivision of
Alaska and is therefore exempt from State and Federal income taxes.

Allowance for Loan Loss
Management regularly reviews the loan portfolio and determines provision for
loss based upon experience and management's estimate of potential loss.

Other Real Estate Owned

Other real estate owned represents property acquired through foreclosure on
loans or a deed received in lieu of foreclosure. It is carried at the
lower of the unpaid loan balance at the time of foreclosure or the
estimated fair market value of the property. When the balance of the
Authority's investment in the loan is greater than the fair market value
of the property, the difference is charged to the allowance for loan

losses.

Contributed Capital
The two appropriations by the Alaska Legislature in 1985 gave the fund

a capitalization of $143,511,300.

{Continued)
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ALASKA INDUSTRIAL DEVELOPMENT AUTHORITY
ECONOMIC DEVELOPMENT FUND

Notes to Financial Statements

On August 7, 1986, AIDA entered into an agreement with NANA Inc. providing
for the lease of lands at the proposed port site and road route for a
period of 99 years. The agreement provides that for consideration of
$1.1 million the entire lease term is prepaid for the entire 99 year
term. The agreement additionally provides that AIDA will reimburse NANA
for their "out of pocket™ costs in arranging the land transfer with
congress and also comply with the terms of the Caribou Monitoring plan
contained in the land transfer documents. The costs of the transfer are
capped at $500,000 while the costs of the Caribou Program are capped at
$36,000 per year. Each is subject to various review, audits and
conditions.
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and bank-related activities typical of the world’s major international banks, including fiduciary,
investment advisory and custodial services, foreign exchange and underwriting in the United States,
Swiss and Euro-capital markets.

At December 31, 1985, UBS had total assets of Sfr. 139.5 billion, total deposits {including due to
banks) of Sfr. 119.5 billion, other liabilities of Sfr. 11.5 billion and equity capitai and reserves of Sfr. 8.1
billion. Such amounts are as reflected in UBS’s 1985 Annual Report to Shareholders. The accounting
principles applied in the preparation of its financial statements (and therefor reflected herein) may not
conform to generally accepted accounting principles applied by United States banks.

Copies of UBS’s annual reports to sharcholders are available from UBS on request.

THE BANK OF TOKYO, LTD., NEW YORK AGENCY

The Bank of Tokyo, Ltd. (**Bank of Tokyo™) was founded in 1948 as the successor to the Yokohama
Specie Bank, which was established in 1880, Bank of Tokyo has conducted its international financial
operations as Japan’s sole specialized foreign exchange bank since 1954. In addition to its headquarters
and 32 branches in Japan, Bank of Tokyo operates more than 250 overseas offices, inctuding those of its
25 overseas subsidiaries and associated institutions. Through this worldwide network, the Bank of Tokyo
group conducts a full range of commercial banking activities and provides high-quality financial and
financial advisory services to meet the diverse needs of customers in Japan and abroad.

Total deposits at fiscal year-end March 31, 1986 stood at $58,077 million. The total of loans and
bills discounted reached a total of $51,854 million. All dollar amounts are stated at fiscal year-end rates,

Bank of Tokyo’s single largest overseas network is in the United States, where, as of March 31,
1986, it operated seven agencies and branches, four representative offices, and five subsidiaries and
associated institutions. Its combined assets in the United States exceeded $20 billion at March 31, 1986,
placing it among the top 20 banking organizations in the United States.

In Japan, Bank of Tokyo is under the supervision of the Ministry of Finance. In the United States,
by virtue of its ownership of California First Bank and its other U.S. subsidiaries, Bank of Tokyo is a
bank holding company under the Bank Holding Company Act of 1958, as amended (the “BHCA").
Under the BHCA, Bank of Tokyo is subject to regulation by the Board of Governors of the Federal
Reserve System (the “Federal Reserve Board™) with respect to, among other things, the types of
activities in the United States in which it may engage. As a foreign bank having branches, agencies and
subsidiaries in the United States, Bank of Tokyo is required to file with the Federal Reserve Board an
annual report containing detailed information with respect to the Bank of Tokyo and its United States
branches, agencies and subsidiaries. Bank of Tokyo is also required to furnish the Federal Reserve
Board with any additional information which the Federal Reserve Board may request.

The Bank of Tokyo, Ltd., New York Agency (“Bank of Tokyo New York™) has been licensed by the
New York State Superintendent of Banks (the “Superintendent’™) as a New York Agency. Bank of
Tokyo New York is authorized by the Superintendent to engage in a broad range of commercial banking
activities, including issuing letters of credit and making loans.

Bank of Tokyo New York is also subject to regulation under the International Banking Act of 1978,
Bank of Tokyo New York is therefore also subject to regulation by the Federal Reserve Board. In
addition, Bank of Tokyo New York is required to submit written financial reports to the Superintendent
and is subject to periodic examinations by the New York State Banking Department.
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More complete information is included in the Scotiabank’s Annual Reports which are available
upon request,

DEUTSCHE BANK AG

Deutsche Bank AG was originally established in 1870. In 1957, Deutsche Bank AG was reorga-
nized under the laws of the Federal Republic of Germany into its present form. Its registered office is at
Taunusaniage 12 D-6000 Frankfurt am Main 1, Federal Republic of Germany.

Decutsche Bank AG is the largest banking institution in the Federal Republic of Germany.
Deutsche Bank AG and its consolidated subsidiaries (collectively the “Group™) consist of commercial
banks, mortgage banks, investment banking companies and specialized institutions in Germany and
abroad. Deutsche Bank AG operates more than 1,100 branches and offices in the Federal Republic of
Germany. Tt is represented through a subsidiary and such subsidiary’s branches in each of Berlin and
the Saarland and, worldwide, through a network of 15 branches, 18 representative offices and 10
wholly-owned subsidiaries of Deutsche Bank AG, and 14 branches of Deutsche Bank (Asia) AG, a
majority-owned subsidiary of Deutsche Bank AG.

As of December 31, 1985, total assets of the Group were DM 237.2 billion, making it the 15th
largest banking institution in the world. Total loans of the Group were DM 174.6 billion and total funds
from outside sources were DM 215.6 billion. Capital and reserves of the Group amounted to DM 9.4
billion resulting in an equity to asset ratio of 4.0% and an equity to total loan ratio of 5.4%. Deutsche
Bank AG’s total assets as of December 31, 1985 were DM 141.9 billion, total loans were DM 84.5
biilion and tota! funds from outside sources were DM 124.2 billion.

Deutsche Bank AG is a publicly-owned company. Its shares are listed on all eight German stock
exchanges, as well as those in Amsterdam, Antwerp, Basel, Brussels, Geneva, London, Luxembourg,
Paris, Vienna and Zurich. Over 40% of the shared capital of Deutsche Bank AG is believed to be owned
by non-German investors.

Deutsche Bank AG operates the New York Branch pursuant to a license issued by the New York
State Banking Department on July 14, 1978. The New York Branch conducts an extensive banking
business serving U.S. customers and Deutsche Bank AG’s German clients and their U.S. subsidiaries.

Annual reports are available on request.

COMMERZBANK AKTIENGESELLSCHAFT

Commerzbank Aktiengesellschaft (“Commerzbank™) originated from the merger of the successor
institutions of Commerzbank Aktiengesellschaft of 1870, i.e. Commerzbank-Bankvercin Aktiengesell-
schaft, Dusseldorf, with Commerz- und Credit-Bank Aktiengesellschaft, Frankfurt am Main, and
Commerz- und Disconto-Bank Aktiengesellschaft, Hamburg, in November 1958. Cooperation agree-
ments exist with Banco di Roma, Rome, Banco Hispano Americana, Madrid, and Credit Lyonnais,
Paris.

Commerzbank has its registered office tn Dusseldorf. It is represented in over 400 towns and cities
in the Federal Republic of Germany through a network of 840 branches including 60 branches in
Berlin.

C-4






[TrIs Pace Is INTENTIONALLY BLANK|


































































































































































































