BFK, Inc.

Board of Directors Minutes
The Essential Conflict of Interest
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‘November 18, 1978

MINUTES OF wHE BOARu MExTING Or NOVEMBER 18, 1978

D.C. Kneubunl opened the mcet.ng ot 10 2a.m. The Secretary, M.K.
Lznarigan, called the roll. Present at the meeting were: Lena P.
¥neubuhl: Benjamin F. Kneubuhl, Jr. : Douglass C. Kneubuhl; Margsrev K.
Lanurigan, Frances K. -Opelle: ané cohn A. ¥neubuhl. William C. Hitchcock,
attorney, attended at the reguest or D.C Kneubuhl, as permitted by
section 3.15 of the bylaws of the corporatiun. : ;

~tawus of Jdonn A . Kneubuhl:

A discussion took place concerning the status of JaK .at the meeting.
it was agreed among all persons present that John should be entitled to
participate fully in-the meeting as a Director. However, because of
uncertainty as to who had the power to elect a Director, it was suggested
tnat John's electicn as a director be confirmed by the upconing sharehclcer's
meebing -Lo be held on Nov. 25, 1978. It was noted that there was some
question_concerning the validity of the sharehoider's meeting at which Joaa
was elected to the board. -This situation,coula be reciified at tne Nov. 25,
1976 meeting. _ - - = o :

N¥OTICE Provisicns of Lhe Bylaus:

Ren raised the point that the Bylaw provisions concerning notice seemed
inconsistent, in that only 48 hours of actual notice is required for Directors
meetings, whilie ten days' written notice is needed for shareholders mestings.

It was felt that Directors residing in the United Sates cannot attend with the-

" short notice in comparison to Directors on the Island who can attena. It was

suggested that at the next snareholders meeting tO take place, that an amenc-
ment to the bylaws be considered allowing at least one week of notice by
letter, perscnali delivery, or telsgram to U.S. resident Directors prior to the
hoicing or Directors meetings. '

‘tpproval of Minutes o Las® Meeting:

&% ihe regquest of the cheirman, tnhe Secretary of the Corporation read
:ha minutes of ihe Board Meetirng of July 15, 1978. It was moved by Frances
X. Opeile, and seconaeé py BrK that the winutes be approved as written.
211 in favor.
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”CONFIRMATIONS and Authorization to mxecute Pacifica ‘Foods-Lomita Food '
~Distributors Contract ' .
DCK opened the dlSChSSlOn wmth a- orlef history of tqe entry by the
‘family into the canning area. -The reasons for entering into the operations
- were dlSCLSSEu ab 1envth. Mentioned were. the follow1ng' i
(1) "There is a Slgﬁllennn demand L0 canned cubed Teef in the USA due to
: ‘last fooa ouuleus. : :
(2) 3The American Sqmga p“oduCu is not 'subject to the quota system which
presenuly restrlcts 1mporus dlfeCu ;rom detPalln ano fr0m South America.
) (3):3Amer1cau bamoa has fowelgn EXChaﬁ ze credits when buylng meat Lrom Australia
f'_"or New Zealand. This makes American-Samoan proaucus cneqper than buying
~v'0+PECh ‘from Australla or New Zeu¢;nd -
y 5 L.
L A4&) Thoe USDA will not allow z U.S. -approved p*anu to be COﬂSbPUCb&d on

foreign soil with- pfoducts being shlbpeu to the USA. EHere in American .
* Samoa a local inspector of :the USDA is qualified to approve meat proaacts
1anq uhus Pn01f1ca Foods -is ln a2 unigté SABUQtlon- ’ .

A5y It ds anticip ted .that uonal plant 1n5uallat¢0n cost w1ll pe between
: $60,000 aud $?O 000. whlch amour ¢bS to: oue‘halx of the- normal ;1”&“63.

“he curreqnly 'scheduied prooram for- “agllica roods is to target January
5, 1979; as the date for testing product in the plant. It is anticipated
that this testing will continue for three weeks. ° At the end of-.January, 1979,
Mr. Augie Munoz of Dolores Uanning will taste test the product. The deadline .
by which seller enter the Pac1¢+ca/Lomita contract must produce. 1, GOU cases
- of product has been extended until February 28, 1679.

At the request  of DCX and the Board, Mr. Hitchcock of the law Iirm oz
Cunmins, White, Robinson and Robinson ex pl 3

"

ined the negotiations ana cescrited
the contract in. detzil. 1t wzs poinved cui thatv discussions had taken p.ace
hetween Mr. Hitchcock and James P. Eneuosunl anc¢ Wm. Nichclizs, esd. concerning
ways to stirengthen tne position of Pacifica Foods under the contract. Mr.
Hitchcock agreed that many -of fhe points raised ia those msstings were valid,
anc snould be incorporzted iato any reso’ution or ‘the boapd_author1z1ng - -
executing of the contract. . ' .

l m

a2 lengthy discussion of tne points raised by Mr. Hitcheock, F.K.
Onelile moved that ths foi_quna resclition oif the Board be adoptea and that

D of Distributors to the suzgested changes, O any
(o=

-~
L
D~

o

f‘_l

of them, tThe PTﬁS;Gan of Pzcifica Foods Corporation be authorized to sizn
the original Gralt agreement &5 5u Smivted To the Boaru, provided that:
Paragraph 13, P. 12 shall be changed TO refiect vhe cate.of February 28, 1979,
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as agreed between DCK and Mr. Munoz. The motion was seconded by Margaret K.
Landrigan, and the rollowing resclution was adopted by majority vote (4-1
BrJ, Jr. opposed. ) ,

RESOLUTION CONCERNING LOMLTA #00.LS/PACLIFICA FUODS CONTRACT

WHEREAS, The Board of Directors or BFK Inc. is firmly committed to the
idea or entering into the production ofcanned cubed beef, by and thru its
wholly owned subidiary Pacifica Foods Corp., and

WHEREAS, the attorneys for the firm have negotiated a distributorship
contract between Lomita Foods Distributors.and Pacitica Foods Corp., which has
been discussed st length -at this Boara Meeting, and ‘

Whereas, The Boara of Directors considers it desirable to enter into said

" contract with Lomita. Foods Distributors, provided certain clarifications ana

mocifications are sought, -

THERKFOKE ‘Bt IT ‘RESOLVED, that the Board of Directors or BFK, Inc. hereby
empower the Presicent of Pacifica Foods Corp. to execute the bistributorship
contract, provided that the following clarifications and modifications are
sought by DCK by ana through the attorneys for the Corp: .

(1) The date by which seller must have shippea 1,000 cases to Distribu-
” 3tor5*as-provided by para. 13, p. 12, shall be changed to February
28, 1979. - '

(2) At para. 8 (e), appearing at-p. 8 thereoi, the septence be moditied
to read as rollows: add"provided that in such event, title To
return product shali revert to seller upon the rerund of saic pur-
chase price to Distributor”.

(3) - Add to para. 9, p- 9, (obligacions or distributor) language to the
following erfect; Ppurchase the monthly minimum purchase requirements
for product hercunder for the first six months".

(&) A&d to paragrzph %, at the top of p.5, the Tollowing language: "which

aporoval shall noct bz unreascnably witaheld"™.

(5; Chznge th=t poriion of para. %, p. 4 ceginning 2t lire 25 anc
continuing to page 5, line 3, to reac as follows: &dd alter ssles
price, the following "proviced, nowever, if such approval is with -
hela for any purchase crder during the first six months hereunder,
selier sp=2il have the right to astablish the per case szles price
for the product coversd by said purchase order." 3

(6) hkdd to "Recitzis®, the following: "Distributor understands that
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saller is entering Into a neéw canning operation and that the Tirst

six months of operation are important to. the success oi' the enterprise..”
- bistributor therefore agrees to commit to purchase certain minimum

amounts of product during the Tirst six months hereunder, subject

to the terms an¢ conditions hereof.".

Following the adoption of the foregoing resolution, John raised the

question of whether the July . 18, Board resolution had placed any limits upon

ﬁha authority -of D.C. "Mike? Kneubuhl to comzit the corpany . to purchases oOF
equipment. A full discussion ensued, and &1l agreed it would be wise in the
1uture TO consider specific resolutions regarding tne -authority of any oriicer

+o enter into purchase agresments regarding expansion.

RnSPQNSES OF C.D. XNEUBUHL TO QUESTIONS POSED IN LETTEx OF OCT. 16, 19/8:

DCK mace the following statement. to the Board in response to the

guestions poseG in the letier of Cctober 16, 1978: I have received-a copy of

a letter aated-Oct. 16, 1978, directed to. the Board of Direczors -of BFK, Inc.

by my brother, Jim Kneubuhl. That lestter is apparentiy, an attempt by 1y
brother to seek the Board To ask me certain questions for -my response in
writing. 1t seems obvious To me that the manner in which ithe guestions are
asked are very accusatory in nature, and presuppose that 1 have -done something
wrong or which was not in the best interast or thne corporation. As all of you
know, I have been since mid-1972 the managing ofricer oI BFK, Inc., and Pacifica

‘Foods Corp., ahd have tried to do The bast T-coula- to ensure the proritabiiily

of the companies. 1 have never. intentionally acted in any way to jeoparcizée.
the interssts of either company.

To date, the Board has not reguested that 1 answer the gquestions submitted
o me. by Jim. However, in order that none of you are put in a situation where
ou fesl you must ask me these Guestions, 1 will voluntarily answer them, anc
ilow them to be incorporated in the minutes of this meeting. L do not bsiisve
hat I can answer the guestions specifically on & guestion for guestion basis
n the order thait tney are phrassd. Thess cuestions are the type of guestions
nowever L answer them, they are inaicative that I am in some way guiity
f vrongdoings. 1 will attempe to the best of my ability to explain what
feel is the basis for 21l of the guesiions. o

ch
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As all of you know, i Decams Chief Executive OfTicer oOr BFK,Iric., on
‘ebruary &, 1972. AT thst.tims I already haa my own Company, Cal-Facific
iepcantile, Inc., which was in business as an import export broker. In That
musiness 1 charget COmmissions ior goods sold TO BrK. inc., just as I charged
commissions to anyone cise LG wrhom I soclcd merchanGise. On April 15, 1973.
we asreed at the Soard oOr Directors mesting thet (¢z1-Pacific Mercantile would
no longer charge any commission on salss OF marchancise to BrK,Inc. As time
went on, I was reguirsd to devoTe more and more Time Lo The work of BFK,Inc.,

an¢ away from my own Company. st trat ivime, @y wife >uzie, unuer.ook ithe

i

¥
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running of Cal-paul¢*c, and since the first of 1974 I have had only 2 little

involvement with the affzirs and ECthlulcb undertaken by that Company.

After the Aprll 1973 Bohrc Meeting, Suzie startea spenalng & considerable
amount of time running Cal-Pacific Mercantile. -with regarce to all of those
sales to BrK,Inc., she was earningz nothing for her time. In ract, she also
spent much time working for BrK without pay. '

I wernt and talked To Jim and reminded him that .as a result or the seeting
that Cal-Pacilic was no longer taking any commissions and I did not fewl the
amount of compensation I was getiing was enough. I to0ld him that we had a new

3

operziion we were starting where 1 would.like to take some meat commissicns

‘Jim sald that he dic not feel salary increases were warranited as e weére

"ijust -coming put 0i" the woads“ ana ‘gc ahead and taxe the meat cozmissicns.

I have aiscussed the suojeca of mea. commissions as recently at a mesiing
ac the Jonathan club with Bill Nicholas. ‘At that meeiing I specizically sa:i
that Jim knew all zboui the meat commissions znd heé rever deniea it. 4t the
meeting which was ‘hele in Honolulu in February at the lobby of the Surfricer
Hotel, . Jim approached me and showsa ma & letier enciosing & comiission cnsli,
which was addressed to me I recall that I said to Jim at that time, why

.dia't you bring this up To The board.. these ars ths meat commissions that we
.Ciscussed before. He then said he felt it was best that it just be left this

way, or words to that effect. FEe has also had severzl conversations with my

.Wire on this subject; we nave never iried to hide the fact of these neat

corzcissions from anyone in the family. In fact, my wife has spoken both To
Jim (ou at lesast two occasions) and to Qanhy Batson on this subJeuu. I do
not unéerstand the reason that Jim does not remembsar these coaversaticns. I

wish that he would search.nis memory and his heart and see if he may recall
the conversaulojs,uo Whlg“ I have ref ferred.

I

Witn regard to the guestions concerning the conflict of interest belwsen
Cal-Pacirfic Mercantile z2n¢ B7K znd iis =subsidiaries, I feel it is aporopricie
that my wife Suzie {(who has bzen seni to the meesting by the board of fali-

A ol &
Pacific), givs & compiete ra&port concerning this subjact.

TEE WRITTEN STATEMZNT OF SUZANNE XNEUBUHL IS ATTACHED HERETO AND INCCRPORATED
HERZIN BY THIS REFERSNCE.

Conceraing the way in wrich I, DCX have Tilsd my inconme tax retuwrns for
the vears 1972-74L, 1 reaily do noct see why this shouldbe of any concern tTo. ZFK,
I neves never guestionel thes manner in which any of you have Tiled your own TE
returns. 1 consuizsed with 311t Nickolas, anc my accountant and my attorneys,
and have also consult&d znd telked with Jim concerning vhis subject, and Lavs
i1

Filed The relurns in a way thet was most advantageous to me. The manner i
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waich I tiled my tax reéturns Was not meant in any way to prejudiceor to
jeopardize BFK's position. It was meant o save me as much money as possible,
on tax, within the law, which is the same tactic that I am sure all the rest
of you . would Take. .

On the subject of the-Saiala property: it is my Tee ing that the property
belongs to Mother, and she snould be free to dispose or it as sne sees .iT.

Questions ware posed by members of the Scard. MK asked if DCK has
catinued to neceiyed commizsions beyord the King meat commissions. DCK res-
ponced yes: to -the best or his recollection it was in. the approximate amount

e S e =

of $7,000 for the year 19763 for the yeard 1977 « 22 -3 it was approx.$i2,000,
o=, Since the iime +hat it became apparent to me ithac the meat commis—
sions would not be considered in The same 1ight, or that a guesiion had arisen
concsrning them, I have teken no more commissions, and I.will take no such -

commissions. in the-Tuture.

O

A% this'point, a lengthy.discussion—6nsued'where.John asiked whether DIK,
in light of past discussions concerning confiict of interest, had corsidered
the possibility ikae his talting of che commissions mighu be illegal, or whnether
DK might have merely been nalve. _DCX responded that he would not havs taken
+tha commissions had ke ‘not considered them-compensation.

&t this point, Mr. Hitchcock gave a brisf peport concerning the suatus of
the USDA prodeedings, and indicated that in the view of his firm, the maximum
penalty that would be ssessed against DCK would be that he would have to repay
he §7,300 in comamision which he rad received. It was pointed out that the
USDL knad printed 2 retraction concerning Th& eryonsdusd press report which haa
implicated DCK as.part of a bDribery schéme. T+ was furtner indicated that DCK
had expressec his WillIngnsss 0 repay-the mealt comzissions in orcer Tc resolvs
tne USDA lawsuit.

There being no. Turther guesiions “pom the floor, the next item on ths
zoenda wes calied. :

=

PECUSST FO3 CERTIFIED !JpiT OF TRUST:

sz certificd gudit of the trust be underiaken
. as socn as possible, ané that a year:y sueii be conducted from now on. Sen
ssconded ths motion. AL in favor, except Jokn who abstzinsd. (50, cn&

-

PE N e . s i S = T Ly P SO T PP e s 4
sbstention. ) The rEEs0n D0Or SLCAINgG e audit was that Trust asssis have in

B iy i e S O O 31 N
Frances mMelds & @mOGLLCE Tial

- Ee
tru DasT D piladged for busines: horrowing, ané thal the Board should know
wWredT is now availabie ror this purpose. '
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Jivision O ALLOrNEYS )

DK - Inc. now uses =, -ral attornsys Ior o
DUrpOSL3. that ths company n=ow umploysd ROy Hail
2 TTmi1r ne

Jackson in Westsrn Samoa, -Latlem & N3LK-NS in Los Aagelss. in connection i vk
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Trast matiers, anc Dick Higbls as a persona’ and Tenily bnu¢ﬂuus counssl
wes indicated that 11 of the forugoing ‘aasociavions werw contemplataed TO

continus. DCK zaden that the company had begun To uss Cummins,

whi

01T,

it

robinson andé Robinson as attorngys i1or varlilus corporate anc DUSInsEs pnatiers,

including the Pacitica Toods/Lomita . Focds coatract, and It was inbended SO
Thors were no guesticns from the floor.

continusa to use their ssrvices alsco.

thera being not any further business o comc bofore the mecting, it was

moved by Ben ané ssconded DY DCK Bh¢u the nmoebing be acjourned:
hEGULng adJGufﬂLG at 1:30 Pud.

Margeret K. Landcigan
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