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Wel co m e t o
Ka sa a n
“Alaskan Dream Cruises” ship
docked in Kasaan summer 2012

~ photo by Louis Thompson

Totem carved by
Kasaan ResidentStormy Hamar
Beauty on the path to the
Whale House

~ photo Kavilco archives

Raised in Kasaan
June 2012

Renovations in Progress on the
Red Bunkhouse
Kasaan: summer 2012

~ photo by Louis Thompson

Board of D ir ect o rs
& Cor po ra t e M a na g em en t
K a v il c o, c ommi tted to pr o vi d i n g i ts
sha r ehol d er s wi th the b es t p o ssi ble
f in a n c i a l r et ur n s, r emai n s i n vested i n
it s r i c h Ha i da tr adi ti o n .

Front row left to right: Marie Miller, Louis Jones, Sr., Melanie Locklear, Kenneth Gordon, and Carol D’Angelis
(Corporate Secretary). Back row left to right: John Campbell, Jeane Breinig, Louis A. Thompson, Scott Burns,
Ramona Hamar, and Laird A. Jones.
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Board members gather during a meeting in Kasaan, under the totem carved by Stormy Hamar.

Gr eetings to o ur S ha r eho ld er s
This year your Corporation is still hanging in there on the financial market. The
economy is not that good but our portfolio is still generating revenue.
We are working with the Alaska Native Tribal Health Consortium (ANTHC) on
the upgrading of the water system that will eventually feed into the shareholder
subdivisions. This new system is moved to an area away from the Linkum
creek area. Kavilco has given an easement in addition to the original easement
for this project. This area will have a new filter plant building as well as a new five hundred thousand
gallon water holding tank. This job will take almost a year to complete. The cost will be around three
million ($3,000,000) dollars. Kavilco is leasing land to ANTHC for a staging area for their supplies and
equipment.
An almost new harbor is being completed by the State of Alaska on the three and a half acres of tidelands
that Kavilco gave them in the past. This project includes a new approach ramp that is ten feet longer
than the old one, making walking up and down the dock during low tide a lot less steep. New piling and a
new steel floating breakwater will protect the harbor from the winters Southeast storms. This job will cost
around one million, three hundred thousand ($1,300,000) dollars of State of Alaska funds.
Kavilco continues to work with Clare Doig, our Forest Consultant, to seek funding for tree thinning and
other forest management programs that will benefit the shareholder values in the long term. Kavilco
and the Kasaan Haida Heritage Foundation continue to work with the Organized Village of Kasaan on
the reconstruction of the Chief Son-i-Hat whale house as well as other projects of cultural and historical
significance.
As time goes by, so far we have lost fifty-one of our original one hundred and twenty shareholders.
Again we encourage the shareholders to make sure you have a current will for your shares. We have
a few shareholders whose shares are still held in trust until their estates can be resolved. This includes
dividends held in trust by Kavilco.
Sincerely,

Louis A. Thompson
President/CEO
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fr om your Pr esid ent / C EO
As in the past, I cannot say enough about how hard the Board of Directors are working on your behalf
to continue to get you the best financial return as well as to develop methods of preserving the culture,
language, and history far into the future.
Please support your Board members during this upcoming election.”

The Red Bunk ho use

The Red Bunkhouse in Kasaan has housed many people throughout the years. The
Bunkhouse served as a place to eat and sleep for the people who worked at the
cannery and Louis Thompson recalls when he was 12 years old, he ate in the mess
hall, which at the time fed 120 people. Louis’ father had a room in the bunkhouse
and when he would go to visit him there he would overhear talk of a hard days work
and stories about evenings on the town.
Kavilco has leased the Red Bunkhouse to the Organized Village of Kasaan for one dollar per year for a
term of fifteen years.
The Organized Village of
Kasaan has been working
tirelessly; they have put
the “Red” back on the
Bunkhouse, and have
almost completed their
renovations. OVK are
expected to move their
offices to the bunkhouse
in the very near future.

G r eetings to our S ha r eho ld ers
In last year’s 2010 Annual Report I pointed out that in the later part of the 1980’s the Board
of Directors decided that the Company would manage the portfolio similar to an income fund.
In other words, income would take precedent over capital gains. Accordingly, we would concentrate primarily on investing in bonds to provide the lion’s share of the Company’s income.
Unfortunately, corporate bond interest rates were at a historically low rate in 2011.
Without a doubt, this is the hardest economic recovery since the Great Depression. There
cannot be a robust economic recovery based solely on massive government spending. Since 2008, the
Administration has pursued this highly discredited strategy, one that has resulted in unsustainable deficits
and continued high unemployment.
The global economy is also in the throes of an economic slowdown. The most perturbing aspect of the
current slowdown is that the weakness is so widespread it is affecting emerging economies as well as
rich countries. Europe is in recession; the only question is just how severe the downturn will be and what
the effect will be over here.
A review from “The Value Line Investment Survey dated August 24th, 2012 discussed how the Administration’s economic strategy has been working so far in these words: “business trends, for example, have
been uninspiring, with the data on retailing; manufacturing, non-manufacturing, and employment largely
pointing to anemic growth for the remainder of 2012. In truth, although our nation continues to distance
itself from what many think was the most severe business contraction since the 1930s, progress remains
slow and there is the risk that the business recovery could face durability issues going forward.”
So how is the Administration’s strategy working for Kavilco? Consider the following table comparing the
first half of last year to the first half of this year:
Jan. – June 2011

Jan.-June 2012

Change in Dollars

Interest Income

$849,670

$782,046

($67,624)

Dividend Income

$19,343

$67,503

$48,159

Decrease in Total Income:

($19,465)

You will note a decrease in interest income of $67,624. The decline is from bonds that have matured. As
you can see, there is still a shortfall in total income of $19,465. This could be a timing issue where interest income is accrued on a daily basis and dividend income is recognized when received or is still in the
process of investing proceeds from matured bonds.
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fr om your CF O
An article in the July 30, 2012, Barron’s states that: “In response to the economic malaise the Federal
Reserve has kept interest rates low. While this strategy has been great for borrowers, it’s been a disaster
for many investors. Income investors are stuck with the paltriest yields on record and essentially forced
by the Fed to invest in dividend stocks.”
So far this year we have had $4,638,000 of bonds mature with an average yield of 5.68%. In the past, we
would re-invest these funds into long-dated bonds in order to capture a reasonable yield. However, with
uninspiring yields of 3.08% in our bond target maturity of eight years, coupled with the risks associated
with corporate bonds, the Kavilco Board has opted for a change in strategy away from bonds and over to
dividend yielding stocks.
Finding stock yields in excess of the 5.68% to make up for the lost interest income from bond maturities
has been a difficult task. Consider the S&P 500 stock index (the index is made up of 500 stocks representing all major industries) which has an average dividend yield of 2.07% and the Dow Jones Utilities
Index which is just 3.97%. For the eight months ended August 31, 2012, however, there have been 68
stock purchases totaling $3,488,598; coupled with stocks purchased in 2011 we have an average yield of
6.68%.
Changes in portfolio strategies have always been grounded in assessing economic history. History has
regularly been on our side when analyzing the U.S. economy, but there is no economic precedent for
what is transpiring in the European Union. It’s not the recession they’re currently in but the possible
breakup of the Union due to potential defaults on sovereign debt by a number of its members and the
complete collapse of their currency. Defaults will have a major global impact on financial institutions who
are the primary holders of sovereign debt.
The Board of Directors has made this very difficult decision to go forward with stock purchases in the face
of global economic turmoil and I truly appreciate their understanding and patience in implementing this
dividend yielding stocks strategy.
Sincerely,

Scott Burns
Chief Financial Officer
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Fin a ncial Sta t em ent s

T
he audited financial
statements w er e sent to you

in Febr uar y 2012 and will
not be duplicated her e.

A
copy of these audited
financial statements can be
mailed out to shar eholders
within thr ee w orking days
by contacting Ka vilco’s
Cor porate Secr etar y at
1-800-786-9574
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Sshade
omeone is sitting in the
today because someone

planted a tr ee a long time
ago.
~War r en Buf f et
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O f ficers & D ir ect o rs

Louis Jones, Sr.

Louis A. Thompson

John Campbell

Vice President

President/CEO

Scott Burns

Secretary

Chief Financial Officer

To honor the vision and unselfish actions of our
Kasaan Haida ancestors and elders, the goals of
Kavilco Incorporated are to provide dividends and
to preserve the assets for all generations.

~ Kavilco’s Mission Statement

Jeane Breinig

Kenneth Gordon

Ramona Hamar

Laird A. Jones

Melanie Locklear

Marie Miller

Director

Director
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Director

Director

Director

Director

3 1 Years of
Di vidend D ist rib ut io ns
1980 INITIAL DISTRIBUTION
1981 Debenture
1981 Alaska Native Fund
1982 Debenture
1983 Alaska Native Fund

$3,000,000
1,200,000
283,282
1,200,000
69,940

1983 Debenture

1,200,000

1984 Debenture

1,200,000

1984 Dividend
1985 Debenture
1986 Dividend

120,000
1,200,000
120,000

1986 Debenture

1,200,000

1987 Debenture

1,200,000

1987 Property Dividend
1987 Dividend

236,066
120,000

1988 Debenture

1,200,000

1989 Debenture

1,200,000

1989 Dividend
1990 Debenture
1990 Dividend

240,000
1,200,000
600,000

The Wa tchma n
r e p r esen ts the sp irits
kee p i n g a n eye o n
p r o ceedi n gs to make
su r e the r i ght thing s
get do n e.

1991 Dividends

1,080,000

1992 Dividends

960,000

1993 Dividends

1,214,400

1994 Dividends

1,248,300

1995 Dividends

1,728,000

1996 Dividends

1,927,680

1997 Dividends

1,992,000

1998 Dividends

1,956,003

1999 Dividends

2,027,167

2000 Dividends

1,811,000

2001 Divdends

1,932,000

2002 Dividends

1,764,000

2003 Dividends

1,650,000

2004 Dividends

1,215,000

2005 Dividends

1,009,200

2006 Dividends

1,065,000

2007 Dividends

1,188,001

2008 Divdends

1,140,000

2009 Dividends

1,236,000

2010 Dividends

1,032,000

the late 1960s. He carved it from the wood of

2011 Dividends

1,080,000

a 250-year-old yew tree and gave him eyes of

TOTAL DISTRIBUTIONS
PER 120 ORIGINAL SHAREHOLDERS

$47,045,039
$392,042

Watchman carved by Louis A. Thompson in
2006. His inspiration came from a photograph
of a mortuary pole taken in Old Kasaan during

local abalone shell.

Dedicated t o t he M em o r y o f
Our Origina l S ha r eho ld ers
Henry L. Abbott

Ernest T. Jones

David S. Peele

Florence A. Adams

George A. Jones

Sarah R. Peele

Vincent W. Baronovich

Henry H. Jones

Elaine M. Privett

Helen J. Benge

Laura L. Jones

Deborah R. Ritchie

Pauline E. Blackstad

Raymond L. Jones

Marjorie E. Sinclair

Roberta M. Campbell

Willard L. Jones

Minnie E. Stevens

Christian L. Coburn

Catherine N. Kerstetter

Agnes R. Swanson

John J. Cook

Erma G. Lawrence

Estelle I. Thompson

M. Helen Dailey

Alton McAllister, Jr.

Rosemarie Trambitas

Dorothy Evener

Harriet A. McAllister

Dexter Wallace

Julia Fawcett

Harry L. McAllister

Betty R. Williams

Margaret Frank

Ivan J. McAllister, Sr.

Allen Young

Wallace T. Frank

Eliza M. McAlpin

Douglas A. Young

Sarah J. Hanbury

Paul G. McAlpin

Edward L. Young, Jr.

Thomas S. Hanbury, III

Leif B. Olsen

Robert Young, Sr.

Wilfred S. Hanbury, Sr.

Robert I. Olsen

Walter B. Young, Jr.

William C. Irvine

Annabelle Peele

Walter B. Young, Sr.
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Original Shareholder
Sarah Rose Peele
1924 - 2012

Kavilco Incorporated
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