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PROCEEDI NGS

(On record)

MR. CASHEN: Good norning. W're on the
record. The Conmi ssioner -- Comm ssioner Blatchford is going
to be about five minutes, so | just wanted to informon the
record that he will be here shortly, so we're going to wait

for him W should start in about five mnutes. GCkay. Thank
you.

(O f record)

(On record)
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MR DAVIS: W're on the record on Wednesday
morning. This is M. Davis, Director of Banking, Securities
and Corporations. Earl Krygier, the nmenber representing the
Al aska Departnment of Fish and Gane is on his way, but he
hasn't reached here. W've had a request from API CDA t hrough
M. Kyle, to proceed without him And given that request,
we' |l accede to that request and let the neeting proceed. Go
ahead, M. Cotter.

M5. SHELLI KOFF: Good norning. M nane is
Glda Shellikoff. M last name is spelled, S-h-e-I-1-i-
k-o-f-f. I'mthe chair of the Board of Directors of API CDA
and a resident of False Pass.

Wth me this norning are two board nmenbers, who, al ong
with ne, constitute the nenbership of APICDA's Executive
Conmittee. M. Justine Gundersen from Nel son Lagoon, and M.

Arnol d Dushkin from N kol ski. For the record, Justine also
serves as the Chair of the Board of Directors for API CDA Joint
Ventures. The three of us represent over 30 years of service
on the APICDA and AJV Board's of Directors.

Qur managenent teamis represented this nmorning by M.
Larry Cotter and M. Joe Kyle, our CEO and COO CFO. M. John
Mol | er, our General Manager, M. Rob Smith, our Controller,
and Ms. Laura G lman, our Director of Human Resources. Larry,
Joe, John and Rob represent over 44 years of service to
API CDA

We believe the professional qualifications, proven
abilities, and the overall depth and breadth of experience
wi thin our managenent teamis a particular strength of the
APl CDA organi zation. Their strengths, conmbined with the
stability and expertise of our various boards of directors
ensure that APICDA is well-managed, operated and focused on
the statutory purposes of the CDQ program

VWil e we have been fortunate to have a very snal
turnover in key board and nmanagenent position, we have al so
been a very dynami c organi zation. W have responded
positively to program changes under three different
adm ni strations. W absorbed an 11 percent reduction, from 18
percent to 16 percent in our pollock allocation in 1994, which
was not performance-rel ated.

We absorbed an additional 12.5 percent reduction in

our pollock allocation in the year 2000, which was not
performance-related. Qur "in region" investmnment program
whi ch does not generate the same econom c returns as outside
i nvestments, was frowned upon by the previous adm nistration
and this resulted in a state-nmandated conprehensi ve managenent
review of our entire program over the past allocation cycle.
VWhile we believed we were unfairly singled out by the
previous adm nistration, we enbraced the managenent review It
found that we were well nanaged and operated, and disputed the
state's fundanmental rationale for ordering it. The findings
were reported to the state, NMFS, and North Pacific Fishery
Managenent Council .
We have worked diligently over the past three years to
i ncorporate the process and organi zati onal changes suggested
in the review to strengthen our organization. Qur senior



managenent team continues to work with the firmthat conducted
the review to ensure that we remain a very dynamc
pr of essi onal | y nanaged or gani zati on

I amextrenely proud of our record of achievenent, our
fidelity to the purposes of the program our business
partnershi ps and i nvestnents, and our relationships with state
and federal regulatory agencies. | have focused ny conments
on what | see as the strengths of APICDA and even our
resilience under sone trying tines, but | would be remss if |
did not take this opportunity to thank the state for the

sel fl ess and dedi cated work the CDQ Team perforns so we can
put the programto work in our conmunities. W know that you
are very faithful to your tasks as state enpl oyees, but al so
that you are very personally involved and concerned that this
program work for the benefit of our communities. Please
accept ny gratitude for your services to the CDQ program

I will now turn our presentation over to Larry Cotter,
thank you for your attention

MR. COTTER  Good norning nmenbers of the CDQ

Team My nanme is Larry Cotter, Co-t-t-e-r. The way we've
tried to lay out our presentation this norning is that the
first several sections will deal with what we have
acconpl i shed and then the next sections will deal with what we
hope to acconplish and plan to. And I'Il try and go through
some of this stuff very quickly and just hit the high points.

Since the inception of API CDA we have fol |l owed
essentially the sane perspective and the sanme course of
action. And that perspective is that we have the uni que
opportunity, with the exception of CBSFA, anong all the CDQ
groups to be located inmmedi ately proximate to the fishery
resources in the Bering Sea and the Aleutian Islands. That
provides us with the opportunity to devel op stable |oca
econom es in each of our menmber conmunities, based upon the
fishing industry. And our approach to acconplishing that task
was first, to build infrastructure in the communities.

Infrastructure to serve as the foundati on upon we can begin to
grow busi ness opportunities and the acconpanyi ng econom es,
j obs and enpl oynent that result.

So, in terns of infrastructure, we started off in 1993
wi th dredging contributing funds to dredge the harbor in St
CGeorge. We constructed a new sub-port facility on St. George.
We also put a new outfall in St. Ceorge.

In Nel son Lagoon we contributed funds to construct the
dock, and at the sane tinme we purchased six acres of |and and
prepped for those acres.

In Fal se Pass, we constructed a gear storage
war ehouse, and then we have either provided funds or | obbied
to secure funds in Washington D.C. for inprovenments to the
airport and runway in Fal se Pass.

MR BLATCHFORD: Just let the record reflect
that we are now -- the teamis fully staffed.

MR. DAVIS: Yes, the representative for the
Department of Fish and Gane has arrived

MR. KRYA ER  They sent me -- | was over here
this nmorning on the second floor and they sent ne to the other



bui I di ng.
MR BLATCHFORD: We bl anme Sinon for -- of
Norton Sound for sending you there. (Laughter)
MR. CASHEN: Ckay. Earl, we just started.
MR KRYG ER  Sorry.

MR COITER W have extended water and
electric services to the city dock in False Pass. Constructed
a small boat nooring basin in Akutan. In Atka we've done a
smal | dock and floating barge. W -- using our in-house team
we devel oped a nethod to capture water and take and deliver
water to the dock facility in Atka, which we partially funded

We're partially funding construction of a new hydro-
electric facility in Atka, which will obviously benefit the
community, but also reduce electric rates to our Atka Pride
Seaf oods. W' ve done a vessel haul-out in N kolski. As you
may know, Nikolski is very difficult to get to and we secured
federal funds to install aircraft navigational aids in
Ni kol ski .

Busi ness devel opnent. W' ve forned a variety of
busi nesses in our conmunities, Puffin Seafoods in St. George.
Here we say, construction of a shoreside processing facility
on St. George Island. That, we had hoped to do in 2005, but
as you may know, the Cctober storm caused severe damage to the
harbor in St. CGeorge. President Bush is now anended his
earlier Disaster Declaration to include St. CGeorge in the
Cct ober stormdisaster. FEMA will be going out to St. George
in January. W don't believe that the harbor will be -- wll
be fixed this sumer, and so we're going to have to del ay
construction of the processing facility until 2006. Because
if the harbor doesn't get fixed, it nakes no sense for us to

put a plant there.

We fornmed a storage conpany in Nel son Lagoon. Bering
Paci fic Seafoods in Fal se Pass, Atka Pride Seafoods in Atka.
We al so have the Nazan Bay Inn in Atka. W constructed the
Ugl udax Lodge in N kolski. W forned a conpany called
CceanlLogi c, purchased 25 percent of Cannon Fi sh Conpany, which
is a Seattle conpany that specializes in purchasing and
selling and distributing a variety of fish from Al aska and
around the world in a variety of products up and down the West
Coast. And that's part of our programto begin to vertically
integrate APICDA fromthe harvesting side to the retail side.

We purchased five 35-foot |ongline vessels and three
medi um si ze vessels less than 60 feet. These constitute our
smal | boat fleet that John Moller will talk about in a few
m nutes. W have equity investnents in five large Bering Sea
vessels. And we have one commercial sport charter vessel that
operates in conjunction with the Ugludax Lodge in Ni | koski

W have al so purchased a significant amunt of |FQ s.
In terms of sablefish, APICDA Joint Ventures is essentially
maxxed out on sablefish. Mst of those shares are in the
Al eutian |slands and Bering Sea where we hope to start using
those products to run through our plans. W also have hali but
IFQ s. W have licenses. And perhaps nore inportantly, we've
al so | oaned or guaranteed |l oans to |local residents to purchase
over 164,000 pounds of halibut and sablefish IFQ s at a cost
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of nearly $900, 000.

And lastly, we have funded the long-termreserve
account, which Joe will talk about in a little while. So,
what our programis focused on is the devel opnent of a stable
| ocal econony in each of our nmenmber conmunities. That's been
our focus first and forenmobst and will continue to be our
focus. And of course, one of the benefits that result from
that is the training and education and enpl oynent
opportunities that result. And to address that will be our
Human Resource's Director, Laura G| man

M5. G LMAN:  Good norning, ny nane is Laurie

Glman, Gi-l-ma-n. | grew up in Unalaska and graduated from
Unal aska Hi gh School in 1996. M parents and brother live in
Unal aska operating their small fam|y-owned busi ness supplying
propane to the comunity and to the fish processors there in
Unal aska and to nearby vill ages.

I was a recipient of API CDA' s Hi gher Education
Schol arship Program for four years to earn ny Bachelor's
degree, and two year's for ny Master's degree in
organi zati onal psychology. M first job after graduati on was
with APICDA in their Human Resources Departnent. After ny
initial service, | was pronoted to Human Resources Director
where | coordinate the training and education prograns. These
prograns include the H gher Education and Suppl enent al
Educati on Schol arship Programnms, the Student |Internship Program

and the School Grant Program | al so coordinate regi ona
enpl oynment for APICDA and its subsidiaries and assist our
partner's in regional recruitnent.

The tabl e displayed, outlines our investrment in human
resources within our region since 1993. Over the past 11
years API CDA has provi ded approxi mately 130 jobs per year to
| ocal residents, generating over $14 million in wages paid
directly to residents of APICDA comunities. These positions
i nclude jobs within API CDA, its subsidiaries and with our
partners.

A total of approxinmately $1.5 million has been awarded
to our Schol arship and Internship Prograns. APICDA has
awar ded 364 Hi gher Education Schol arshi ps and 350 Suppl enent a
Educati on Schol ar shi ps.

Currently, this year in 2004, we have 57 students
enrolled in our H gher Education Schol arship Program
Students in this programreceive $5,000 per year per student.
Forty-seven students participated in our Supplenental
Educati on Schol arship Programthis year. Students receive up
to $3,000 per student per year in this program N ne students
participated in our Internship Programthis sumer. CQur
I nternship Program assists students w th enpl oynent
opportunities, wages and living costs for the duration of the
i nternshi p.

The API CDA School G ant Program has awarded $329, 000

since 1995. A School G ant program awards $6, 000 per schoo
in each of our regions. The grants are used for fisheries-
rel ated school projects.
The API CDA training and education prograns continue to
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grow each year and is a great investment to our region

Thank you.

MR. COTTER  Thank you, Laura. And now we're
going to pass the baton to Joe to address various CFO and
corporate governance issues.

MR. KYLE: M. Comnmi ssioner, the first thing
would just like to point out is that Glda nentioned in her
openi ng remarks that we did have the nmanagenment revi ew over
this past allocation cycle, and that, you know, | try not to
be very tinely for a nunmber of reasons, one of which was, you
know, the stuff we've all heard about (indiscernible), you
know, with all the national attention focused on corporate
governance, so we were able to piggy-back a lot of that stuff
onto the managenent review and work hard to inprove our
corporate governance structures.

In that light, we' ve always had an executive
conmittee, which Glda introduced and are present in this room
and the executive conmttee, of course, neets on a nonthly
basis and has for years with the managenent teamto di scuss
t he progress of ongoing projects that we are involved in, as
wel |l as any new things that are the horizon in terns of the

political environment or the business environnent.

During this past allocation cycle we're really
revitalized and reconstituted our budget and audit conmttee.
The budget and audit committee consists of three board nenbers
that nmeet with nyself and our controller at the end of every
quarter, really to take a very drilled down | ook at how our --
all of our conpanies are progressing on terns of performance
agai nst budget. They then nake recommendati ons to each of the
subsidiary LLC s as well as the full board of API CDA and/or
AJV as is appropriate for budget changes, highlighting
performance i ssues that they see, kind of acting as an early
war ni ng system for, you know, the businesses as they progress
through the year if there is a problem

Li kewi se, the finance and investnment conmttee, again
that's three nenbers of our board that nmeets bi-annually --
well, sem -annually | should say, with Rob Smth and nysel f,
our Controller. And that's to review the performance of our
portfolio manager, Smth-Barney, and then to review the sub-
set of our portfolio managenent, which Jim O Connell and
kind of head up with our little Harris Direct account, which
"1l address later.

Third thing of business, the Investnment Committee, or
fourth thing. Larry, you know, is the principle staff for the
busi ness investnent commttee. Again, that's three board
menbers that generally nmeet prior to every board neeting.

Larry, having vetted new business venture ideas through our
managenent team wll then present the new busi ness venture
i deas to the business investnent conmttee, who will provide a
filtering process and refer those which they think have nerit,
onto the full board for action

Laura, who just presented the training and education
commttee report, again, she's got a three board nenber
committee that she neets with on a tinely basis, at |east
twice a year, to review, you know, where we are with our
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training and educati on program how that's going.

W al so have a policy and procedures committee that
meets at |east twice a year, but that's to kind of reviewthe
internal policies and procedures that we, as a nanagenent
team have in place for our in-house enployees as well as work
on board of director policy and procedures.

So, we're doing all those things, if you will, you
know, that we were kind of doing sone of them But the
management revi ew and the national environnment, with corporate
scandal s and stuff, gave us the ability to really strengthen
those internal control systens that those committees help
i nsure and pl ace.

Briefly now, I'll just let you know, again, we're
| ooki ng backwards in a way, but how we spend our royalties in
the conmmunity since the beginning of the CDQ program There's
some consol i dated nunbers there, of course, and they are round

nunbers, but you know, the scholarship and internship program
you know, the fishermen association grants has been a part of
our program from day one where we initially would provide
$10,000 a year to every fisherman's association, so they could
use those nonies for whatever purpose they deened appropriate
to their association business. But we certainly want to
provide the opportunity for themto be able to conme to counci
meeti ngs, | PAC neetings and get nmore involved in the fishery
managenment prograns that really vitally affect their
communities. About midway through the life of the program we
i ncrease the donation to $20,000 yearly to each fisherman's
associ ati on.

M scel | aneous grants programis kind of a catch-all
we heard sone about it at the council yesterday and maybe in
Annette Heinz's deliberation, but we used that noney as, you
know, as any good corporate body should. You know, you get --
corporations are flooded with requests fromthe public and
private sector, really for grants, for help, for doing
somet hi ng and we have to have the ability to respond as any
good corporation would and, you know, exercise kind of socia
responsibility function. So, we will, you know, fairly snal
anounts of noney, but donate $5,000 here or $2,000 there, that
it's not strictly within the confines of the seafood industry,
but certainly in exercising our corporate citizenship
responsibilities we feel we need to do.

School grants program Laura already touched on
Again, those are tied to the fishing industry, the projects
that the schools compete for those funds for -- it nust be
related to the fishing industry.

The Conmmunity Conference, as you know, is our outreach
once a year annual event where we nmake a really strenuous
outreach effort to our conmunity |eaders to | et them know what
we're doing, howthey -- let themtell us how they think we're
doi ng and where they would Iike to see us go.

The direct infrastructure contributions. Larry
di spl ayed sone of those previously. Direct expenditures in
the region on infrastructure, that $9 nillion is money that we
spent in region in furtherance in getting those infrastructure
projects in place. The total there, as you can see, is $17.5



mllion, and that represents about 27 percent of the royalty
money that API CDA has received since the beginning of the
program \Wsat's not there, of course, are some things |ike
wages and things like that, that are paid to the community.
You saw a previous slide that had that nunmber pegged at 14
plus mllion, soreally we're at $31 to $32 nillion of the
$60.8 that we've accumul ated over the years or that we've had
as a result of royalties having been directly plowed back into
the communities. And of course, the remai nder woul d be
outside investnments and admi nistrative costs and things such
as that.

The I ong termreserve account, as | nentioned, we've
got an account with Smth-Barney. Those are obviously round
nunbers because as you know, the market nmakes them shift every
day. Approximately $5.7 million in Smth-Barney. The
mar ching orders to Smith-Barney are to nanage that noney
conservatively. Hstorically we had -- we started with a
70/ 30 split, with 70 percent being in very very safe
i nvestments, the bond side, and 30 percent in equities. Over
time we've tried to get nore in line of how the permanent fund
is managed in that split. And as you can see it's kind of
flipped, it's a dynam c process though. On an annual basis we
meet with our broker and our portfolio nanagenent team and
di scuss what's the right mx between equities and bonds and
we're pleased with that and doing well. It was originally to
be a $5 mllion account in stock, but within the past year or
a year and a half ago, the board shifted it to a $10 mllion
account .

You can see we've got 800 grand is a Harris Direct
account, which is really an on-line brokerage account. That
one i s managed by myself and our financial consultant who is

Jim O Connel I, a former board nenber, and an ex-senior vice-
presi dent of National Bank of Al aska. W run that account
really to -- we seed it with $650, 000 of nobney, we run that

account to really help us keep our hands in the narket and the
financial markets and it's kind of a check on how our broker

is doing. W do it really as a nonitoring device. And the
way it's set up is that anything in the fund in excess of
$150. 000, the original seed noney, well, every year will be

ki cked back into the general revenue fund of APICDA, so

t hi nk our budget for this upcom ng year shows |ike $150, 000
contribution back into APICDA. So, where we stand right now
is approximately $6.5 million on that fund in the quest of our
$10 million target.

Alittle RO slide for you. As you know, one of our
foundi ng prem ses was that we woul d invest in-region and hope
we coul d just break even on some of our in-region business
i nvestnments and we woul d i nvest outside the region to get
positive RO. And we would use our royalty noney in the
positive returns fromour outside investnents to fund ongoi ng
operations. That gives you a snapshot of how we've done with
our outside investnments. That represents, you know, profit
distributions really. $6.4 nillion invested outside with a
return to date of approximately $9.5 million or show ng 149
percent return on investnent.
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I just want to give you an idea, you know, of some of,
you know, you can argue this however you want to, sone folks
think you ought to be highly I everaged. A lot of people in
the seafood industry think since we're dealing in a commodity
envi ronnent that debt is not good, you know. We've been
partnered up with Trident Seafoods fromthe begi nning and they

don't like debt. Prower Goup doesn't |like debt. Qur
Seattle partners attitudes with this industry, you know, debt
is not good and we've tried to follow their lead, really we
try to keep our debt as |ow as possible. And you can see our
debt to equity ratiois .09 to 1, and our current ratio is 125
to 1, so we've got a lot of cash and very little debt.

M. Commi ssioner, we -- | should say, we've -- Johnny
Mol  er, of course, is our general nanager and credibly
i mportant to our operations, and he's -- | don't know if |'m
his right-hand nman or he's ny right-hand man, but he makes a
lot of our in-region stuff. It wouldn't go without him
because of his ties to the region, and also just his personal
you know, common sense, experience and know edge that he
brings to the deal. And as you know, we worked to get himon
the Advisory panel of the North Pacific Council where he now
sits, and we also got himinto this future | eaders program
this past year, so he spent this past year with the Nationa
Fi sherman's Institute and a future |leader's programwth the
seafood industry folks fromall around the nation. And I'm
very proud of John and he's going to tal k about our vessels
program now.

MR. BLATCHFORD: Thank you. Madane Chair,
negl ected to introduce a nenber of our team here when we
started, who wasn't here the last tinme. 1t's Deputy
Conmi ssi oner Al O ough. So, Madane Chair, ny apol ogies.

MR. MOLLER  Thank you, Joe. For the record,
my nane is John Moller, it's Mo-I-l-e-r. | appreciate the
i ntroduction there, Joe.

Commi ssi oner, Menbers of the CDQ Team this norning
I'"d like to give you a brief over-view of APICDA Vessels, Inc.
that Joe described briefly, and Larry touched on also. I'lI
refer to API CDA Vessels, Inc. throughout ny report as AVl, an
acronym

AVl consists of eight vessels less than 60 feet in
l ength overall, five of which are less than 35 feet. Al of
these vessels concentrate on Halibut CDQ W started this
company with three 32 footers, which we constructed in the
early 90's, and since then we have increased our fleet, both
in nunbers and in size, to insure 100 percent harvest of all
of our CDQ hali but.

W also fish all of APICDA Joint Ventures halibut |IFQ
in the Bering Sea and with three of our |larger vessels. The
IFQl'mreferring to is what Larry spoke to earlier in terns
of APICDA Joint Ventures investnents.

In addition, two years ago we nade inprovements to our
| argest vessel to accommmpdate |ongline pots so we can
participate in the sablefish fishery in the Bering Sea. |
thi nk nost of you are aware that there's been sone effort
from you know, the fleet, the sablefish fleet to convert to
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pots because of the whale problens we're having in the Bering

Sea. You know, all of these vessels are |argely crewed by

| ocal APICDA residents. In a few cases we've hired, you know,
fromsonme of the other CDQ groups up north, Unal akl eet and
Grayling and a couple of other communities up there. So
that's the conposite of our crew that man these vessels.

The slide we have up here is total income versus
expenses for this conpany since 2000. And for purposes of
this presentation, we have rounded the nunbers. And you wll
notice that since 2000, AVI has grossed over $6.4 nillion and
with expenses of about $5.9 million, of which a large portion
of these expenses are going into our -- going into |oca
busi nesses in our comunities just for the day to day
operations of this fleet.

Qur income in excess of expenses has been acconplished
despite the fact that we knowi ngly | ose noney on a couple of
our vessels as you can see up there, and the purpose for this
is to sinmply create markets and i ncone for, you know, in one
case a skiff fleet that operates in harvesting halibut in St
CGeorge. In another case is a vessel that we've -- we have
based out of Akutan of which we're working on devel oping a
fishery there in conjunction with a skiff fleet. W' ve given
thema larger, you know, a larger platform if you will, to
hel p augnent their I FQ fishery in Akutan

We charge the fishermen a -- which is pretty typica
in the comercial fishing industry, we -- the conpany takes

its share and by assessing a |l ease fee to the fishernen, based
on the net revenue that they earn by fish deliveries. And
through this process AVI has recouped its initial investnent
plus its capital inprovenents on four of the eight vessels
that you see up there. So in other words, four of the eight
vessel s have essentially paid for thensel ves since we
purchased it.

I think you'll look at -- there's one other vessel up
there that | didn't touch on, Taty Z, you know, it's got an
operating |l oss of $25,000, that is essentially -- we bought
that boat two years ago and you know, we've had a | ocal Atkan
running the boat. And typically, what we try to do over the
years is, is they started off in skiffs, upgraded to our 35-
footers, and the skipper of the Taty Z, which is a 54 footer,
has essentially, through the years, upgraded his vessel. And
the bottomline on the Taty Zis, he's, you know, there's a
little bit of a |learning curve and he did nmuch better this
year than he did | ast year, and we expect that nunber to not
have brackets around it next year

As | nentioned, you know, providing |larger platforns
and a market for |ocal fishermen has been and will be, |
think, a very high priority of APICDA. Over the years, these
vessel s have provided residents with safer and higher
produci ng vessels, and this has resulted in sparking the | ocal
econony in many of our comunities.

As | nentioned earlier, the AVI fleet depends heavily
on APICDA's CDQ halibut, and it has been a critical conponent
of the success that we've experienced thus far.
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I would also like to nmention that, you know, over the

years we have -- as the fleet has grown, it becane apparent we
needed to al so grow the managenent of the team the nanagenent
team if you will, in terns of managing it. So, over the |ast
couple of years | have -- we've hired a gentleman from

Unal aska, Tom Robi nson, he serves as ny assistant. And in
addition to that, we've recently hired Jeff Kashevarof from
St. CGeorge, to serve as a port engineer for this fleet. And
they assist nme in the day to day operations of the fleet, and
we believe it's going fairly well and | ook forward to it
getting better.

That concludes nmy comrents. Thank you. Conmi ssioner
at this tine I'd like to turn it over to Justine Gundersen
She's going to speak on Atka Pride Seafoods, our |ocal plant
in Atka.

MR. BLATCHFORD: Are we on tine, Geg?

MR CASHEN: Yes.

M5. GUNDERSEN: Good nmorning. My nane is
Justine Gundersen, Gu-n-d-e-r-s-e-n. |I'mgoing to talk about
At ka Pride Seafoods.

This is the first in-region conpany that API CDA
created. Atka Pride Seafood' s was formin 1994, and is

jointly owned by the local fishermen's association and API CDA
Joint Ventures. It was fornmed and nmade vi abl e because of the
hal i but CDQ al | ocati on API CDA has received in Area 4B.

API CDA has put over $1.6 nmillion into infrastructure
in the cormunity of Atka to support the plant. APS is
essentially 100 percent staffed by local residents. Since the
pl ant has been in operation, it has paid over $1.8 mllion in
wages to plant workers. 1t has al so generated over $240, 000
in taxes to the city and has paid another $140,000 in fish
taxes to the state of Alaska. An additional $7.6 mllion has
been paid to fishing vessels for the fish delivered.

Approxi mately 80 percent of these fishernen were |ocal Atkan
residents.

This slide represents Atka Pride Seafood's financial
i npact on the community of Atka since 1994. For purposes of
this presentation we have rounded these nunbers. The
reduction in ex-vessel values from 2003 to 2004, is the result
of the substantial decline in the halibut quota in Area 4B of
50 percent over the past three years. This is having a
substantial adverse inpact in the inconme derived from4B CDQ
You will note the 2004 line is year to date. By year-end, the
ex-vessel value will increase by about $375,000, with a
corresponding increase in city and state taxes.

Wth |l ess CDQ avail able, we recently ventured into
added val ue products such as fletches. Al though we only

produced a nodest anmount of fletches in 2004, we nade the
necessary inprovenents to the plant to ranp up the fletching
operation in 2005.

We are also proud to report that we | anded a contract
wi th Whol e Foods. Because of the high quality product we
produce, we were awarded this contract over other major fish
processors operating throughout Al aska. Wole Foods is a
hi gh-end grocery chain specializing in products above industry
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As you can tell, there is little -- the CDQ has had
and continues to have a significant inpact on the comunity
and residents of Atka.

Thank you. And I'd like to say that CDQ has an inpact
in all of our communities, not only our CDQ APICDA, but al
six, you know, six groups. It's been a -- | nean, Atka is a
jewel, but there are jewels throughout all the groups. Thank
you.

MR. COITER: Conmi ssioner, we're now going to
turn our attention to the future. W' re about hal fway
t hr ough.

MR CASHEN: You have about 25 mi nutes.

MR COITER  Left?

MR CASHEN: Yes.

MR COITER  Ckay.

MR, BLATCHFORD: | should say, M. Cotter,

Madane Chair, that we have the Departnent of Law watching us
back in the corner.

MR, COITER Well, you're now to two guys who
don't have much to say, so I'msure we'll nove quickly.
You're on, Joe.

MR KYLE: Comm ssioner Blatchford, Joe Kyle
again. K-y-l-e. | don't think | said that the last tinmne.

As Justine just gave you a representative exanple of
our in-region investnents and how it's done over the past,
we're now going to give you, you know, the future. This is a
pro forma based on one of our proposed in-region investnents
in the future. As you may well know, we recently contracted
with the McDowell Group to do a feasibility and business pl an
for our community of False Pass to put a right-sized shore
based plant in the community.

The material you're going to see here about Fal se Pass
is based on the business plan that McDowel| G oup presented
us. | put this slide up here to really indicate to you the
i nportance of CDQto a small coastal plant in one of our
conmmunities. As you can see, that pro forma, and this is --
this is year one operations. This is a start up year. The
McDowel | Group's business plan showed it woul d | ose about
$28,500 with the conmitment of APICDA CDQ as input to the
plant's operation. And what we have factored in there,
believe, is sonme of -- is some Bristol Bay Red King Crab, CDQ

and sone Bering Sea sabl efish.

MR COTTER CDQ and | FQ

MR KYLE: Yeah, CDQ and IFQ You take that
CDQ out of the business plan as if its not available, and the
first year start-up operating | osses would be, you know, eight
times what we're | ooking at with the input of CDQ going into
it. So, yeah, we can look at losing 25 grand in year one of a
start-up business, but we don't like to |look at 211 grand in
operating losses in the start-up year of a new business. So,
you can just get a relative feel for howcritical that CDQis
to a small coastal shore plant where the outside sector is
never seen fit really, to -- to you know, to go in and invest.

I've got some Fal se Pass slides here nowto just give



you an exanpl e of what the devel opnents nmay | ook |ike. And we
could take this set of slides and put Atka up instead and you
woul d see, you know, a real world vision of what we hope Fal se
Pass will look like in the future. That's going to be a
l[ittle hard to see with this lighting, but the dock there is
the old city dock. That's what Fal se Pass | ooked |ike when we
started the CDQ program One of the first things we did in
addition to helping that city dock to get up and runni ng and
contribute noney towards the future devel opnent of the harbor
was help with the Isanotski Warehouse there, a gear storage
war ehouse and general purpose warehouse that the tribe
operates and whi ch G| da heads up

Since that time -- oh, thank you. W' ve got utility,
-- you can now see that red rectangul ar quasi | ooking box,
that's four acres of |land that we have a | ease on and we've --
while BPS 1 was operating, we were able to run utilities and
services fromthat plot of land to the city dock. During
BPS' s operations, you can see where the dipper slid in, the
bunkhouse that we built there was constructed. W also got a
power nmodule in place on the property that we have a | ease
Near the very end of BPS' s operations we built about a quarter
of a mllion dollar icehouse there, and it's staged for future
operations. As you know, Congress is funding now this boat
harbor and it's supposed to go out for bid in the spring of
'"05. But that's what the future we hope will look like for us
when the boat harbor goes in

You can see where our proposed new right-sized, you
know, coastal shore plant will go that will serve the
community, it's fishernmen and nearby fishermen.

MR. BLATCHFORD: | have a question, Joe. The
harbor, will that be rock or will it be.....

MR KYLE: Rock

MR BLATCHFORD: Rock? From where?

MR KYLE: The breakwaters.

MR BLATCHFORD: The breakwat er?

MR KYLE: Right.

MR. BLATCHFORD: | nean, where will you get
the -- is that arnor rock there?

MR. KYLE: Yeah. Larry could probably speak
to that.

MR, BLATCHFORD: Never mind. It was just.....

MR. KYLE: kay. Yeah, it's a Corps of
Engi neers project, the Aleutian's East (ph) Borough is the
lead on it and we're supporting their efforts, and we've been
successful in getting sone funding out of Congress to add sone
betterment to what the borough was able to get initiated. And
that's primarily on that area to the left, the northwest, if
you will, that breakwater armthere, we've got, through
Congressman Young's efforts, sone additional funds on top of
the Corps funds to put a bridge and a roadway out so we can --
actual |y nake that south, which |ooks Iike the northwest arm
of the harbor, to be a dock for the new plant.

MR, COITER: The rock is going to come from
Ki ng Cove.

MR BLATCHFCRD: The reason | asked the
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question, is often in other places in Al aska we find the rock
com ng from hundreds of miles away, or even further
MR. KYLE: Yeah. Right. And again, this is

just illustrative of what we are doing in our |oca
communi ties, you know, Atka, you would see that a |l ot of that
is already built and in place and operating and we still have

devel opnental funds.

And just to close out this section of the
presentation. 1, you know, the CDQ as you know, is
incredibly inportant to these corporations, you know, the
primary reason is that it provides, you know, the cash input
to fund our businesses. But also, as | was kind of show ng
you in the Fal se Pass exanple, | mean it gives us raw nateri al
and t hrough-put for our small coastal shore plants that, you
know, as all the fisheries are becom ng rationalized, we nust
have -- we nmust have our own rationalized fishery, and CDQ is
that and it provides that quota for us to operate businesses
just like the big Seattle industry operates.

The other thing that -- two other -- actually two
other things that | just want to nention briefly on is the
i mportance of that CDQ If we are allowed to go ahead and
compl ete our long range plan, which is to have a | ot of snal
coastal right-sized fish plants in our coastal communities in
the Bering Sea and the infrastructure that's necessary to
support them we're going to nmore and nore and nore have draws
on our CDQ for, you know, to inprove and maintain and
noder ni ze those facilities.

And just real briefly, I mean, last year we had a
$500, 000 capital inprovenent project in Atka, -- actually
budgeted for | should say, a $400, 000 capital inprovenent
project in Atka, you know, adding glass (ph) freezers, adding
the cold storage capacity, things like that. W have to do it

again this year, another 400 grand for, you know, upgrading
t he power.

We never had a redundant ice system you know, we're
way out there at the end of the Al eutian Chain and we have to
have redundancy there, we can't -- we have to be zero defect
interms of a major conponent of our plant breaking down. |
mean, sometines it would take us a week to get a part out
there, so we have to build in redundancy. W have to stay
very state of the art in terns of the equipnment, very | ow
| abor type of equipnent, |ow maintenance type of equipnent.
And that's just, you know, unless we're going to go out to the
comrer ci al sector and borrow | arge amounts of noney from
comercial banks and institutions, we need to use a |lot of CDQ
royalty nmoney to keep what we've got in place and operating at
cheap interest rates, you know, for the |ocal business. |
mean, Atka has got a -- Atka Pride Seafoods has taken out a
| oan this next year from API CDA at, you know, a prine rate of
interest. W think we should pay sonething back to the parent
for | oaning us the noney, but you know, that's -- we need that
CDQ to keep the stuff fromrusting away.

MR. COITER: Conmi ssioner, I'mgoing to
briefly go through projects, as | know we don't have a whole
lot of time. And it will conme as no.....



CASHEN: About ?
COTTER: About 15 m nutes.

CASHEN:  About 15 mi nutes, yeah.

COTTER We'll do it easily within that
time. It will come as no surprlse to you that as you | ook at
our proposed '06 to '08 CDP, you're going to see our focus is
on infrastructure and busi nesses in our conmmunities.

We're getting close to being done with the basis, the
core infrastructure, and you know, there's other things that
need to be done, but now we're noving into putting the
busi nesses in these various comunities. There's costs
associated with constructing the operations and as Joe said, a
cost associated with maintaining themin the future.

Akut an, we've conmmtted $850,000 matching funds for a
harbor in Akutan. Hopefully that will happen in '06, but we
will see. And I'"'mnot going to try and -- I'Il just say this
one tine and that will save sone tine. You'll see in a |lot of
the conmunities as | go through, we have devel oped support
servi ces and busi nesses, and that occurs in conjunction wth
the small boat harbor. Wen a small boat harbor cones into
At kutan, there's going to be opportunities, ship supplies, so
on and so forth. And we intend to fill those opportunities,
hopefully, in partnership with the local village corporation
or some other entity in each of the communities. Also in
Akutan, we're going to continue our halibut quota share
pur chase program

Atka. W really need a boat harbor in Atka and we're

25 33

going to be working hard to get planning noney next year to
initiate that process. W do need to widen the face of the
city dock. W're planning to construct a new and | arger Atka
Pri de Seafoods plant in 2007. That, hopefully, will be
operationable in '08. There's a couple of reasons why we need
to do that, right noww're limted to halibut only,
essentially, in Atka. Qur halibut CDQ has been declining as
the quota declines. W need to expand the operation to
provide us with some diversity and provide nore opportunity on
a | ocal |evel

Additionally, with the addition of Brown Crab and Adak
Red King Crab, we think those are great opportunities to bring
those products into Atka. So, in '07 we plan to construct.
And then again, you can see we plan sone additional support
type busi nesses when the harbor goes in.

Fal se Pass, we've been working to get the airport
done, secured federal funds in conjunction with the Al eutian's
East (ph) Borough to do that. That's inportant to us because
it's so difficult to get into Fal se Pass, and one of the big
expenses we experienced in our last iteration of Bering
Paci fic Seaf oods was transportation costs. And we've got to
get that airport upgraded so that we can reduce our costs,
parts and supplies and so on and so forth.

The Board of Directors, at our |ast neeting, approved
of constructing the new shore plant in Fal se Pass in 2005.

Qur estimated cost of that is $3.5 mllion. CQur budget for
2005 that you will see soon, assunes that we are going to pay
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for that in cash. W had the flexibility to go get a |oan
but we also, at this point in time, are planning to do it in
cash.

Once we get the harbor in, and construction will start
this year, be done next year, then we plan to nove ahead wth
t he I sanotski Corporation and | ook at putting in a store, fue
farm and ship supply.

In Nel son Lagoon, we're going to nove forward with
putting sone private aids to navigation, hopefully that wll
occur in '06. We will do the prep work for it next year, that
will nmake it easier for vessels to get in and out of Nel son
Lagoon where they've got shifting sand bars and so on and so
forth.

We plan to construct a shoreside plant in Nel son
Lagoon in '08, and we've already started that process. W're,
you know, initiating the permt acquisition and been funding
some studies on hydrocarbons, et cetera, et cetera.

As you may know, we have the Nel son Lagoon gear
st orage warehouse there and we're planning to nove forward
with the store and ship supply when we get the plant in.

Ni kol ski, we're going to try and put a boring system
in on our own, using our own funds to nake water access to the
community easier. W also need to conplete the airport

i nprovenents, and that will help the |odge quite a bit.

By the way, the Ugludax Lodge is going to operate in
the bl ack in 2004, which is inpressive.

St. George, | nmentioned earlier, the shoreside
processing plant, we had hoped to do it in '05 we're going to
move that to '06. And we're working with the |local entities
to try and convince National Marine Fisheries Service and Fish
and Wldlife Service to construct a Central Bering Research
Facility in the comunity.

The shoreside processing plant is going to be a joint
venture between API CDA and Snow Pack Seafoods, and it wll

operate as a custom processing facility where we'll, you know,
each entity will have conmtted their crab resources, opilio,
in the case of APICDA, for processing at St. Ceorge.

O her projects. W'Il continue with our existing

busi nesses, product diversification program W' re going to
| ook at some maricul ture opportunities.

Freight, |ogistics, passenger ships. W've got a |ot
of difficulty in noving people, parts and supplies throughout
the Aleutians. Pen Air, God Bless Oren, you know, that
conmpany is not reliable in our region and sonmetines it's weeks
before we can get a part out there. And so one of the things
we're going to look at is getting a ship that's got capability
to nove freight and passengers and inprove transportation in
that area.

As Johnny nentioned, we're going to continue to expand
our small boat fleet, bringing people into |arger and | arger
vessel s. Crab harvesting and processing shares. Crab
rationalization has put St. George and St. Paul in a very
difficult situation, in ny opinion, the two comunities are
now conpeting agai nst each other. The -- we have sone
protection for the first couple of years, processors who have



their shares and St. George and St. Paul cannot nove them out
for the first two years, but after that they can nove them out
W t hout conpensation to the community as long as it's within
the region.

If we don't have a processing facility in St. George,
those shares are going to nove to St. Paul. That neans 100
percent of the crab will be processed in St. Paul and that
| eaves no future for St. George. So, you know, we sinply nust
-- we nust get a shore plant in St. George and we nust begin
to acquire shares to provide St. George for the future.

The shoresi de support conpanies, you know, this is
nmore generic than anything el se, although we are | ooking at
seeing if we can devel op some sort of -- enter into sone sort
of ship repair business in Unalaska. W spend a |ot of noney
on our boats in other areas, and what we would like to do is
start spending that noney in our region, if possible, but
certainly in conmpanies that we own all or part of.

The private | abel and marketing program | nmentioned

earlier, our investnent in Cannon Fish Conmpany. Johnny Ml Il er
menti oned Whol e Foods. We're noving forward, in conjunction
wi th Cannon Fi sh Conpany, to develop a private |abel, you
know, Al eut Princess, or what have you, as an exanple. And a
marketing programthat will target the type of products,
specialty products that we'll be producing at all of our

pl ant s.

Power Ceneration. The cost of power is huge in our
area as it is throughout rural Al aska. W have a |ot of
opportunities with wi nd, we think, TDX has done a good job in
St. Paul with that, and we will be working with our
communities to see whether or not wind power offers an
alternative. And if so, you know, we intend to nove forward
and try and bring wind power into our comunities know ng that
that will also reduce costs at our processing facilities,
which is inportant to nmake them viable.

A couple of other things and then I'lIl wap up. This
is just a quick slide, you know, I'm proud of what the groups
have done collectively on Yellowfin Sole. | think I nentioned

before, in '03, APICDA was the first group to take all of its
flatfish, and I think all of the groups did it this year, but

I just did this conparison here, and |I'mnot sure that the
nunbers are accurate, you know, there's the -- there's the
qualifier on the bottom There's an assunption there, but you
know, if you -- this slide shows relative bycatch rates. And

you can see that, you know, we did a pretty good job in terns
of bycatch rates.

And then this is just our discard rate, and the
Yellowfin sole fish for '04, we're at three percent, and '03,
we're at two percent. | just |ooked at sonme docunments this
nmorni ng from NVFS, where | think the industry average in this
fishery was 34 percent this year at discard. So, this is
pretty remarkabl e.

A coupl e of other comments and then we'll be done.
The world today is, -- realistically there are three | arge CDQ
groups and there are three relatively small CDQ groups in
ternms of size and assets. And | just want to point out



somet hing that | think has becone obvious to ne, and wanted to
share it with you, and that is, the way allocations -- the way
the state makes allocations or has in the past, has down
streaminpacts, that you know, beconme obvious over tinme. And
you know, | think they' re becom ng obvi ous now.

If you take a | ook at the assets that each of the
groups have, you'll notice that there's a substanti al
di fference between the three small groups with the | ower
pol l ock allocations and the three larger groups with the
hi gher pollock allocations. W sinmply don't have, you know,
the investnments and | arger vessels and so on and so forth that
the others have. And what happens is that if you're a group
with the smaller amounts of allocations, two things happen to

you; one, it can be difficult for you to conmpete financially
in the marketplace to buy an asset, because the entity you're
competing with may well be another CDQ group that has nore
nmoney and nore capability to | everage nore noney than you do.
And | know of at |east one instance where that happened, where
one of the smaller groups was unable to acquire an asset
because one of the larger groups was able to spend nore to get
it.

The other thing is that the groups with the smaller
all ocations are sinply not as attractive to the existing
i ndustry for partner reasons because we don't have the |arger
al l ocations and you know, sone people believe that's a trend
that's going to continue, so if you're a private sector
conmpany | ooking to partner up with a CDQ group, what you're
going to do is, you know, class the six groups and you're
goi ng to choose what you think has the best and the brightest
future, and you know, that is often times based either on
all ocation or on the anount of noney that you see that other
group have.

And the only reason bring this up is not to attack any
groups, but you know, to suggest that you know, we woul d hope
that you would take that into consideration in making
al l ocati ons because if the trend continues, we may find
ourselves in five, six or ten years, where in essence there
are three groups because the three snaller ones will not have

been able to conpete and will have been subsuned.
And that's all we have, Conmi ssioner
MR, BLATCHFORD: Thank you, Larry. Madane
Chair and Greg, do you suggest a break?
MR CASHEN. Yes. |If we could take a five
m nute break and then we'll open the floor up for public
coments, and then the state will have an hour to ask
guestions of APICDA. So, that's kind of our format, but I
would Iike to take a five mnute break, if that's okay, and go
of f record.
(O f record)
(On record)
MR. CASHEN. Ckay. We're back on the record.
And we'd like to open the floor for public coment.
Conmi ssioner O deary, if you would |like to nake sonme coments
on the CDQ progranf
COW SSI ONER O CLEARY: | would. Thank you
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M. Cashen. You'll have to excuse ne in ternms of ny voice,
I'"ve been yelling at a |lot of people lately.

MR. BLATCHFORD: You can yell at us if you
wi sh.

COW SSI ONER O CLEARY:  No, I'm anong friends
here. (Laughter) As you know, the whole concept behind the
creation of the CDQ programwas to fold back into the regions,
the highest return economically for the regions. One of the

pi eces of that particular strategy that has not worked very
wel | frankly, has been the hiring of Alaskans in that industry
across the board.

The operating plants, | think have done a fair job of
pronmoting Al aska hire, but the state has not lived up to their
obligation in terns of assisting with training workers and
hel ping to make them wor k-ready and acceptable to the
enpl oyers.

On Thursday, Governor Mirkowski will roll out, at the
Ganbel | Job Center at 1:30 in the afternoon, the begi nning of
the nost aggressive job's programthat this state has seen
since the Trans Al aska Pipeline was built. The main focus of
that, of course, is the anticipated resource devel opnment
projects that the Governor has been working hard on, and that
the cabi net supports. But the existing structure of the CDQ s
gives us the first and best opportunity to nake the dream of
CDQ s success possible. Jobs are Alaska's future. Qur people
are Alaska's future, and in order to bring some economc
devel opnent home to the regions where the CDQ s exist, we nust
have nore cooperation fromthe industry and nore invol venent
by the state in funding and directing dollars on a | everage
basis to train and make work-ready Al askans fromrural Al aska.

As a result of negotiations with the Mari ne Exchange
of Al aska, which is a consortiumof all major water carriers
in the coormercial trade within our state, we have reached

agreenment, and we will shortly initiate a grant to set up the
program where they will commit to fill all vacancies with
qualified Al askan workers that will be trained at a new
facility and a new curricul umestablished in Seward, Edgar's
honet own, i mredi ately upon signing of this grant. They have
approxi mately 100 openings at any given time, and they have
been filling themw th non-Al askans because they coul d not get
trained Al askans that were interested in that industry.

The departnment has been sending dollars to the east
coast to train workers for the industry, but those workers
have a choice, they don't necessarily choose Al askan operators
and we want to change that. So, it's an aggressive program
that fits perfectly the at-sea processors.

Recently, in ny office, there's a federal requirenent
and a state requirenment that any certification for a foreign
wor ker comes through ny office for, shall we say approval, and
passed onto the federal governnent for the Federal Depart nment
of Labor so that they can bring foreign workers in to do work
within our state and within our country.

I have pocket-vetoed every one of those applications
for floating processors, with the idea that I want to talk
with them about Al aska hire. Now, | certainly don't want to



di sadvantage themin ternms of that cash crop, but I wll
di sadvantage themif they don't come to the table and start
tal king seriously about hiring Al askans.

And | wanted your group to know -- M. Cashen was ki nd
enough to reserve a spot under public comment, and I'Il be
happy to answer any questions that you may have of ne.

MR. CASHEN: Thank you, Conmm ssioner O C eary.

MR DAVIS: Yeah. Commissioner OCeary, this
is M. Davis and | have a question. 1In terns of sone of the
CDQ groups partner who with various fish conpanies, do you
have any suggestions for a CDQ group vis-a-vis your programnms?

COW SSI ONER O CLEARY: | know that three of
the CDQ groups are involved in a financial interest with one
of the conpanies who will go unnaned here. That particul ar
company, | think has had sone difficulty with respect to
operating cash. | have opinions about that, | don't know that
-- well, I"Il share them | think the operating cash went
into people's pockets rather than -- the managenent pockets
rat her than reinvesting in the conpany.

I think they may be successful in an attenpt to get
Senator Stevens to assist themw th additional funding, but I
woul d say this about that particul ar conpany; ny advice to the
CDQ groups that are involved financially with that conpany and
any other, is that you need to | everage for commtnents for
Al aska hire from people fromthe regions. The Department wll
-- we have a facility, a Savak (ph), in the region that we
will actually place trainers in that area in order to neet
Coast Guard standards. For sone nmariners they will have to go

t hrough what we call STCWcertification, which will be done in
Seward, and we hope to be able to actually have the Coast
Guard give the exans in Seward so that we can cut down on
travel .

The Departnment may be able to actually assist in
travel cost of those nenbers fromthe region if they are shown
as dislocated workers or workers that were inpacted by the
i ndustry's pricing situation at the noment.

There is one other bit | think that is inportant to
the CDQ groups and that is; the Department of Labor economi st,
M. Glbertson's article in this last nonths "Trends" that
really points to the problemthat al nost 80 of the val ue of
Al aska's fisheries are flowing outside this state. And those
are pay checks and revenues that frankly, we need to recapture
for the econony of our state.

But ny advice to the CDQ groups that are in business
directly with conpanies that own floaters, put the hanmmer down
on those conpani es and get comitments, not just a conmtnent,

yeah, we'll hire Al askans, we want conmtments on nunbers. W
want hiring commtnents.

The Departnent of Labor will no | onger just refer
people to industries, we will refer themto hires. W wll

not train people for non-existent jobs, that's a waste of your
nmoney and your tax dollars. So, nmy advice is to get tough on
peopl e you do business with if you really want to bring jobs

to the region. And that's what it's really all about, bring
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j obs hone, get tough with them And the Departnent will be
there. | know that Comm ssioner Blatchford is al so working
that same angle. The private sector investnent in our state
brings jobs, and our job is to make sure that those jobs are
first offered to qualified residents of our state.

MR. CASHEN:. Conmi ssioner, | appreciate you
being here today and taking the time to talk with us about new
efforts that the Department of Labor has with trying to hire
| ocal residents. One of the evaluation criteria that we | ook
at in the evaluation of the proposed comunity devel opnment
pl ans are education training, and enpl oynment prograns that
wi Il provide career track opportunities for |ocal residents.

The CDQ groups, in their negotiations with their -- in
their royalty contracts have the ability to negotiate
enpl oynent agreements. And | share your goal of hiring nore
Al askans, and | think the groups should focus on that as a
priority.

COW SSI ONER O CLEARY: M. Cashen, if | might
-- if you would insert sone stronger |anguage in those
agreenments, the Departnment stands ready to assist in filling
and hel ping themfill those commtnents.

MR CASHEN. Ckay.

COW SSI ONER O CLEARY: Both with -- as your
dad used to say, noney, marbles and chal k.

MR, CASHEN: Ckay. Point taken

MR CLOUGH  Commissioner O Cleary, just so
can verify. It seens that there's kind of two avenues that
t he Labor has here, one is through various training prograns
and expanding, tailoring those, et cetera; and the second one
is through your authority as Conmm ssioner, to oversee the

foreign hire and give -- either issue those approvals or
per haps not issue those approvals. So, if a group was trying
to -- a CDQ group was trying to | everage one of their partners

to provide actual hires for their community nenbers, they
woul d then be able to come to you and indicate nunbers that
are avail able, which then you would be able to factor into
your deci sions?

COW SSI ONER O CLEARY: Absol utely, Deputy
Conmi ssioner. One of the failings, | think of governnent, is
we don't always do our honmework first. One of the areas that
we are lacking is, we don't have a good feel for skills

assessnent in the various regions. Year's ago, | think the
construction industry was trying to get the for profit
corporations to do that -- such as skills assessnent. W're

actually getting closer to doing it.

My viewis this, if a CDQ group or a region of the
state in rural Al aska, approaches the Departnent of Labor and
says, we need assistance, we're there to assist with the --
not only skill assessment, but also directing the custom zed

training to nmeet the needs of the enployers. Because as M.
Cashen has stated, the career track is where it's at, we're
not just going to train folks to sline fish. That's a
begi nni ng, an entry.

W& have graduated over 10,000 students out of our
educational systemevery year, and we've only been able to
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of fer them up about 4,800 jobs a year. Do you know why?
Because we're not able to offer themjobs on floating
processors. That's one of the missing links. Because as you
know, there are a lot of people that work out there on a
seasonal basis. That's just a beginning. Young people |earn
wor k ethic when they work hard in our industries. It's a
start, but | want to see hopefully, inny life time, that the
peopl e runni ng those | arge ships and those processors, see in
managenent, and as captains and mates and |icensed engi neers
and pl ant supervisors, | want those to be people out of the
villages. | want those to be people who deserve to nake those
| arge sal ari es.

MR CASHEN: Conmi ssioner, in the offshore
ground fish industry, it's possible for a local western
Al askan resident to work, for example, in the pollock A season
from January t hrough March, and earn a consi derabl e anount of
nmoney, and then still fish commercially for salnmon in the
sunmer and subsistence hunt in the fall. So, there's a lot --
it's an extreme benefit to the local residents, and they can

still conduct their comrercial fishing for thensel ves and
their subsistence activities. So, | think that's a great
opportunity for Western Al askan residents.
COW SSI ONER O CLEARY: It is, M. Cashen, and

I want to say this, the Departnment of Labor or no other state
agency should attenpt to change soneone's traditional
lifestyle. What we are attenpting to do is have the enpl oyers
recognize the lifestyle. Wrk withinit, inits limtations,
so that people have nore econom c benefits for the things that
we're creating for them

The CDQ program was probably, and has been, probably
t he nmost successful program of bringing econom ¢ devel opnent
to rural Alaska, and it really needs to be used fully to bring
econom ¢ devel opnent and economic benefit to the residents of
those regions. And | think helping us to enploy people from
those areas is a mpjor piece of the success story of the

CDQ s.

MR CASHEN: Just to add one nore comment,
Commi ssioner. Since the inception of the program over a
hundred mllion dollars has been generated by the CDQ program

for enploynent, training and education. | think we can build
upon that, however, in the future.
COWM SSI ONER O CLEARY:  Very well. Again, the

Department stands ready to assist in any way we can in
| everagi ng those funds, along with our federal and state

training funds to start telling some success stories.

MR, BLATCHFORD: Conmi ssioner, |'m assum ng
that your comments apply to all six CDQ groups?

COW SSI ONER O CLEARY: That is correct. |
may not be able to appear before all of them but I would |ike
those in the record to be shared with the other three, if
that's possibl e?

MR, BLATCHFORD: Okay. WIIl you do that, M.
Cashen?

MR CASHEN: | sure will. There will be a
public transcript avail able.
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COW SSI ONER O CLEARY:  And if | might wap
up. CGovernor Mirkowski came back to Al aska for one najor
reason, and that's to develop our natural resources and create
econom ¢ opportunities and jobs for our residents, and enpl oy
you. And as a nenber of his cabinet, along with Conm ssioner
Blatchford, this is the prime objective of this
adm ni stration, get Al aska back to work.

Thank you very nuch.

MR. CASHEN:. Thank you, Conmi ssioner

MR, BLATCHFORD: Thank you, Comm ssioner. M.
Cashen?

MR. CASHEN: Are there any further public
comrents, either from people in attendance or on-line here?

MR. BLATCHFORD: And Greg, where do we have

hookups?

CASHEN: We have hookups in None, Bet hel
and Dillingham
DAVIS: And can't we just canvass those?
CASHEN: And what, Mark?

. DAVIS: Maybe we shoul d just go by and ask
i f anybody's on-line fromany of those places? No one's on
[ine? kay.

2%% %

MR. CASHEN: Ckay. W'Ill close public conment
at this time. The next hour the state has some questions for
API CDA. We'Il proceed here. Do you want to ask the first
guestion?

MR, BLATCHFORD: kay. How -- Madane Chair,
how we have decided to do this is that we have a series of
guestions, and each menber of this team-- or nost nenbers of

this teamw |l be asking a question for purposes here. M.
Black is not here, so I'mgoing to insert so I'mgoing to
insert Al Cough, was that -- would be agreeabl e?

MR CLOUGH That's fine.
MR, BLATCHFORD: kay. Al Cdough. kay. So,
I'"mgoing to have the first question to API CDA, okay? And
t hese questions, we go through the sane process with all six
CDQ groups, both publicly and privately, okay?
The first question, and you may or may not have
answered the question in your presentation, but APICDA, to any

menber of the managenent team Madane Chair.

The CDQ program has been in existence for 12 years,
pl ease explain APICDA's |ong range transition plan and
i nvestnment strategy to create a self-sustaining fisheries
rel ated econony in the API CDA region? Wat steps has API CDA
taken during their current allocation cycle, 2003, 2005, to
achi eve this goal ?

MR, KYLE: M. Comm ssioner, from-- 1'Il try
not to be redundant, but to answer the question as succinctly
as | can.

Qur perspective of the CDQ programwas and is, that
its purpose is to develop stable | ocal econom es based upon
the fishing industry in each of our nenber communities. To
acconplish that we determned, first of all, we needed to have
adequate infrastructure available in our comunities that
coul d provide our conmmunities with the means to access the



fishery resources that are available in the region around our
conmmuni ti es.

The infrastructure serves as a foundation, an anchor,
so to speak. As the infrastructure is devel oped, we conme in
and we build a processing plant. Wth a processing plant, we
purchase vessels to augnent the local fleet. W provide |oca
residents with the opportunities to access funds, to increase
the size of their vessels, to acquire gear, things that allow
themto participate in the fisheries.

As those fisheries devel op, other business
opportunities begin to develop to provide services that are
now necessary because the fishing industry exists within the
community. In that system we begin to develop a stable |loca
econony. That's part one. That gets us to part one.

Part two is, we need to have the ability to acquire
additional fishing rights in the future as our fisheries
i ncreasingly becone rationalized. Particularly with the
advent and processor quota shares, it's vitally inportant that
our conmmunities have access to noney to be able to acquire
bot h harvesting and processing rights so that they can
continue to participate in the industry.

In that vein, we created our long termreserve
account, which is designed to reach ten mllion dollars and
serve as both a rainy day account in the event that we run
into trouble and need to access it, but also an account that
each year will kick out the anpunt that it earns over ten
mllion, back into API CDA as an annual dividend. So that
provides us with some financial stability down the road.

None of this works, however, unless we have adequate
human resources in the comunity. People who are trained in
the community to work and hol d those jobs and manage those
oper ati ons.

In each of our current |ocal businesses, they are run
by |l ocal residents, and the enpl oyees for alnost all of those

j obs are | ocal enployees.
Joe, am | m ssing anything?
MR, COITER M. Conmi ssioner, yeah, the only

thing I would add is -- and | hope that we nmade the point in
our presentation, you know, we're not going to be self-
sustaining out there until we don't have to -- we need access

to capital, and that primarily conmes through the royalties.
don't think we can go outside to the commercial and get access
to capital to make the kind of infrastructure and business

i nvestments we have to nake out there. That nmeans we're
relying on the CDQ

At sone point, you know, and it's only becom ng cl ear
to us as we go on, that you know, we're really at the
beginning of a lot of this. | mean, as long as we've been in
Atka running that plant, you know, we're just now being able
to start | ooking at building redundant systens.

And we've been very lucky out there, we haven't had
maj or casualties over the years. W've been able to generate
positive cash flow, but you know, you can see we need a bigger
pl ant that can handle nulti-species. W've got to do
something with the dock we've got out there. W've got to do
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something to get our arms around the power cost.
Infrastructure. Infrastructure. Infrastructure. W're
operating at the end of the food chain and the costs are high
and we've got to conpete in a worldw de market that doesn't

have those built in costs that we do.

MR. KYLE: There's one other thing that I
forgot to add and Joe didn't nmention, but alluded to.

The way we've managed our noney, is nost of our effort
has gone into our comunities. But you will note, as we
menti oned, we have investnents in sone outside vessels, five.
And those have all been profitable. And we need to nmake sone
more investments in outside vessels because those operate as
true profit centers.

At a village level, you know, sone of our operations
are margi nal and probably they all will be marginal, at |east
in the beginning. It takes time for themto mature, and we
can handl e that as |ong as we have outside i nvestnents that
are profitable. But to acquire those outside investnents we
either need to shift our financial focus fromour conmunities
to the outside, or we need additional CDQ allocation to
generate royalty so that we can continue to expand our in
conmuni ty program and have sone available to expand a bit on
our outside investnents.

MR. BLATCHFORD: Thank you. Madame Chair, you
may have answered all of the 12 questions that we have for
you, but we are going to follow our script. GCkay?

MR DAVIS: And, can | -- | have a follow up
guestion based on the testinony.

MR BLATCHFORD: Please. Yes.

MR DAVIS: You nentioned, and this is M.
Davis for the record. And this will be directed to M. Kyle
and M. Cotter because the testinony was split between you.

You referenced a business plan with the McDowel |l G oup
on the appropriate sized processing plants, and if ny nenory
serves me, the loss with the CDQ quota was approxi mately
28,000. And the loss without the CDQ quota was approxi mately
211.000. 1Is that approximately the correct testinony?

MR KYLE: Yes.

MR COITER  Yes.

MR DAVIS: So, that -- and the question is,
given the present |evel of CDQ quota, is that is also based on
-- first of all, on the present |evel of CDQ quota?

MR. COITER. The answer to that question --
and this is M. Cotter. The answer to that question is, yes
in the case of sablefish, and no in the case of king crab
Qur current king crab allocation is eight percent.

For the purposes of the pro forma, we assuned we woul d
get 14 percent. In our allocation request we asked for 18
percent.

MR DAVIS: And in the -- was there a -- is
there a pro forma that woul d project when those type of snal
pl ants m ght becone sel f-sustainable w thout CDQ quota?

MR, COITER: Joe, do you want to answer that?

MR KYLE: Yeah. M. Conmi ssioner, the pro
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formas that we have fromthe McDowell G oup, you know, show a
five-year outreach plan. And it flips to profitable in year
two, as | recall?

MR COTTER  Year two.

MR KYLE: Wth the CDQ it flips to a positive

cash return in year two, but it -- no, we don't have it
flipping without CDQ coming in there. W don't have a pro
forma with that -- wthout CDQ

MR DAVIS: It wasn't clear to ne. 1'mjust

asking for clarification.

MR KYLE: Yeah

MR DAVIS: And then to followup with your
At ka Pride Seafood Pl ant expansion concept. You' re doing
hal i but only, correct?

MR COITER  Yes, M. Conm ssioner

MR. DAVIS: So, now -- and what ot her species
woul d you expand to, if you could el aborate?

MR COITER Well, M. Comm ssioner, | think
what we're looking at in Atka is, you know, halibut being the
core product, you know, it's a high value species and can
generate nost of the basic cash you need for that type of
pl ant.

W' ve | ooked at the idea of cod before, but again,
it's a low value species, it requires a lot of activity
surrounding it that it will, you know, to prosecute it

conpared to halibut.

Sabl efish is certainly sonething that's on our radar
scope to process, you know, it's sinple to process. It's
anot her hi gh value species. Mst of what | think we're trying
to do in ternms of diversifying that plant really is product
forms. We would like to ship less raw materials south and
nmore finished products.

MR DAVIS: And the halibut you' re processing

is | FQ?

MR KYLE: CDQ M. Conmissioner. Primarily
CDQ and a snall amount of |FQ

MR DAVIS: And do you plans to use any of
your cash reserves to buy halibut |FQ?

MR KYLE: M. Chairman, M. Comm ssioner, we
have been doing that, and yes, we intend to do it. W -- |
think it's well known on the CDQ teamthat we've used -- Atka
Pri de Seafoods has nmade | oans to local fishernen to buy |IFQ
out in Area 4B, in addition to the API CDA programto buy |IFQ
out in the Bering Sea. See, that plant itself has backed up
loans to its | ocal fishernen, absent the APICDA | FQ prograns.
So, we've got two avenues to -- for our local residents to buy
I FQ out there. W've used it.

MR. DAVIS: Gkay. Thank you. That's all the
guestions | have, sir. Thank you

MR COITER Could | add a little bit?

MR DAVIS: Sure.

MR, COITER: The Atka Pride Seafoods really
operates from June until October, so when we're tal king about
a new plant, we're also tal king about a new snall boat harbor
that then allows people to have a place to park their boat so



[

QOO ~NOUIA,WNE

they can engage in fishing at other times during the course of
the year. A larger plant allows product fromthose other
times of the year to go into the plant, so it also begins to
provi de year-around enpl oyment and economic activity in Atka.
MR. CASHEN. M. Krygier?
MR. KRYA ER | guess this question is for

John. When you gave your presentation about the Atka Pride
Pl ant and you said you had some other ideas for other fish,
don't renenber your exact words, but a question for -- and Joe
just mentioned, you know, your thought of buying nore |IFQ how
does sablefish fit in there? Because there are two groups of
sabl efi sh that you can access out in there and one is the
state water, which is basically free with no cost. Wat are
your plans of doing it?

| mean, you have to conpete, but it's right there on
your door step for sablefish being accessible. There's a
guota -- | can't renenber when it was last year, but it's
pr obably 200, 000 pounds of sablefish. 1t's one of the highest
val ue species out there. And | don't know how much | FQ
sabl efi sh kind of conmes on the market, but it's got to be sone

around certainly, and I'mjust wondering how that fits into
your overall plan and approach for Atka Pride Seafood?

MR. MOLLER: Yeah, M. Krygier, Comm ssioner,
you know, | think the Aleutian Island sablefish is yet to be
fully devel oped. W deal with whales in the Al eutian Islands
just as we do in the Bering Sea, there is a few boats. And as
I nentioned during ny presentation, one of our vessels we have
converted to fish longline pots.

And that said, you know, the cost to do business with
pots in the Aleutian Islands is incredibly expensive. The
year |loss, the tides and the environment is just very
unfriendly. There is just a few vessels that are actually
prosecuting that fishery. | don't knowif there is any fully
prosecuting it, but one of the things with the -- to answer
your question with regard to state water sabl efish, and you
know, | think you' re right, I think there was |ike 300, 000
pounds of state water sablefish

One of the things that -- is we have I FQ as Larry and
Joe have nentioned, as well as CDQ And we have not, at this
poi nt, however, we are ranping up to, you know, soneday to
prosecute and harvest all of our CDQ and | FQ sabl efi sh, and
with the idea that it goes to our plant in Atka.

The state water sablefish is not -- you cannot harvest
that if you have otherwi se got a CDQ card and/or an | FQ card
for the vessel or the skipper. That is for folks that do not

have access to other fish. However, there is a |l oophole in
that regul ation that we do not take advantage of, that you
know, sone fol ks just won't transfer or get their IFQ card for
sabl efi sh through the federal systemuntil they have al ready

fished out there -- have you know, fished the state water
fishery. W don't do that.

So, | nean, if it was unharvested -- | mean, and we
were harvesting all of ours, | nean, it only nakes sense to go

out there and work on sone of the state water fisheries.
Is there another part of the question | didn't answer
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yet?

MR. KRYA@ ER | think you gave ne an overview
of what, you know, why you haven't approached it yet and --
but I think certainly to ne, that seens to be sonething that
being | ocated out there, that that would be an area you shoul d
thi nk about focusing on. Because | think there is sone ways,
either with conbinati on of maybe some of your crab boat
vessels, in the future, nmay give you an opportunity to not
have |1 FQ permt hol ders on board and use that same gear to go
ahead and focus on sabl efi sh.

I don't know if you have thought of that, but it
certainly seens to ne as a proper avenue for the Atka Pride
fol ks.

MR. MOLLER:  Conmm ssioner, M. Krygier, in
fact we have thought about that and in our 2006-2008 CDP, we

are investigating vessels, if you will, that will help us
fully harvest the quota we currently have out in the A eutian
Islands, and | think you' re absolutely right. | think it's a

val uabl e resource, and I would just reiterate that it's an
incredibly difficult fishery to prosecute, and the |earning
curve is real steep

Wth that said, we continue to, you know, try to fully
participate in that fishery.

MR KYLE: Comm ssioner, if I could just
suppl ement very briefly. One thing that, you know, we try to
prove up and nove up, if you will, and we've been blessed with
a high IFQ -- or CDQ quota of halibut out in 4B the last five
or six years, as you know, and when we started our plant in
At ka, the I PAC quota was around 488, 000 pounds for us. W
enj oyed the benefit of that quota riding up to over 900, 000
pounds. W had our hands full harvesting the 900,000 and we
didn't really need to go | ook at the other species that make
the plant profitable for the fishernmen stuff.

As you know, that quota is riding down dramatically
now, so we're looking at -- right now the staff recomendation
is 450,000 for cal endar year '05. W' re going to have an
necessity now, you know, we can swal |l ow 450, 000 pounds with
exi sting resources. W're going to have a necessity to have
to start | ooking now at the state water sablefish idea. And
it's really just a devel opmental maturation process and what

the outside world dictates to us that we adapt to, and we're
going there. Now sooner than we maybe woul d have because of
t he quota drop.

MR KRYA ER Let nme do one nore foll ow up
because this is something that -- this is all in the sane
context | guess, because Larry brought up the fact that
soneti mes you depend on quota share, and all six of the groups
do l ook at that quota share as a way to junp-start projects
and get going into various new areas and new arenas. And you
know, just like the first -- | remenber the first year we did
the CDQ -- or CDP's, and everybody asked for the full anount
of quota because everybody had use for it, so of all of the
si x groups, everybody is asking for nore because all the
groups have visions of different things that they consider
woul d be useful for projects and devel opment within their



16
17
18
19
20
21
22
23
24
25
00064

OCoOO~NOOUITA~WN P

conmuni ty and regions.

So, in cycling back with that concept, not everybody
is going to get everything they ask for. They can't because
there isn't that nuch on the table. | nean, there has to be
some give and take and bal ances.

So how do you, you know, if you don't get as nuch

quota to do sone of the projection thing, are you then -- are
you going to try and keep nost of those projects, or sone of
them-- | guess I"'mtrying to ask, how do you bal ance this

out, for not getting everything you re asking for, to try to

find some other nechanisnms? And sone of that may be sone of
these things |like we just tal ked about, switching gears and
| ooking, to still keep on track and keep going in the
communi ty.

This is kind of a phil osophical approach, but I'm
interested in your response.

MR. COTTER. Qur priority has been fromthe
begi nning, and our Board of Directors firmy is and will
continue to be our comunities. So, our focus is going to be
on building the infrastructure and getting the busi nesses
goi ng, applying the resources necessary to acconplish our goa
of stable | ocal econom es based upon the fishing industry.

Now, we have had to prioritize in the past and |I'm
sure we will have to prioritize in the future, even if we got
everything we asked for, we are still going to have to
prioritize because things change.

And you know, as | nentioned in ny coments and as
we' ve mentioned in the CDP, acquiring fishing rights is very
very inmportant and so we would certainly, as we're | ooking at
plants in St. CGeorge and plants in Fal se Pass, we would be
| ooking to acquire crab rights in other rights that we could
use in those conmmunities.

We are in the process of nearing conpletion of a
proposed plan anendnment to purchase an additional vessel
| arge vessel, and that vessel, one of the things that nakes it

attractive is that it comes not just with crab, but it cones
with sablefish and it comes with a proven history of being
able to harvest sablefish in both the Bering Sea and Al eutian
Islands. That to us, is an exanple of an asset that we would
purchase that brings not only quota to the table, but the
capability to harvest either IFQ or CDQ that we have not been
able to devel op on our own.

MR. KYLE: And just to conclude, Comm ssioner
one of the things that concerns ne is that obviously, you
know, we submt and CDP and we ask for what we want and what
we think we need and then we have to live with what we get.
That forces, you know, us to re-evaluate what we had -- would
like to do and | ook what we realistically can do.

One of the things that we're facing over the next
three years is the mandatory conmtnment of funds to
infrastructure, i.e., outfall lines and things |like that,
we' ve got a major unknown in Atka this year. Qur NVFS permt
situation has changed. That programis constantly evol ving.
VW have to construct an outfall line in Atka to continue to
operate. W don't know what the price tag is going to be, and



we're | ooking at bringing on Fal se Pass and Nel son Lagoon and
St. George. St. George has an outfall. The other two, we've
got major infrastructure things out there and whatever you
give us -- we don't have any say so as to whether we conmmt
funds to those infrastructure projects. | mean, for the

plants to operate, we've got to commit funds to there and that
limts our opportunity to do sone of the things that Larry is
tal ki ng about and would |ike to do.

We may find ourselves using brick and nortar and --
and we may have to tap into that |ong range reserve account to
do any new -- be there, you know, quota -- the fishing rights
really. W're really tal king about fishing rights, buying
more fishing rights.

MR, CASHEN:. |'ve got, Madane Chair, sone
questions on this Bering Pacific Seafoods or Fal se Pass
operation. Now, there was an operation before which |lost a
consi der abl e amount of noney, and so |'ve got sonme questions
on how this project is different in terns of the enpl oynent
benefits to the residents of Fal se Pass or other APICDA
communi ti es.

I've got questions regarding the deliveries made to
the plant, is that going to be -- | guess we should just ask
the questions one at a tinme in terns of the enpl oynent
benefits to the region fromthe processing plant.

MR KYLE: Yeah, M. Conmissioner, | think
used the termtwo or three, maybe four tines in the first part
of the presentation about right-sized coastal plants, and that
was the problemwith BPS 1. BPS 2 is going to be right-sized
and you know, | sinply used the McDowell Goup to do a very
good business plan, a feasibility study first and incorporated

the |l ocal residents into that document. W then used the
McDowel | Group as a followup project to come up with a
busi ness plan. And to a |large degree the local residents were
incorporated in that. And I'm saying that because of their
expertise of what's out there, what can be caught, when it can
be caught and how much can we reasonably expect to buy, those
sorts of things.

I think the residents of False Pass would tell you at
BPS 1 we didn't do as good a job of assessing their strengths
and weaknesses, if you will, on what they can realistically
bring to the table. On BPS 2, we're doing that. And now that
we have that business plan and it was presented to the board a
coupl e of weeks ago up here, for the state neeting' s one, the
plan is to take the McDowel| G oup business plan out to the
community on January the 9th. W' ve got nyself and Johnny
Mol | er and our controller, Rob Smith, and our construction
manager Mark Irvis, we're all going out there to neet with the
community on a two-day session to utilize something that
evol ved out of the nanagenent review we underwent. A dynanic
pl anning tool that we will sit down and, you know, go through
a very tedious process to answer the questions you're
answering, you know, how nuch fish can cone in? Wen can it
come in? Wat species can conme in to help us right-size the
proj ect ?

MR, CASHEN: So, in this right-sized project,



how many residents will be enployed? | mean, what does it
take to run the plant?

MR. COTTER. There's about 22 jobs.

MR MOLLER  Yeah, 25 was the initial nunber.

MR. COITER  Yeah, the McDowel | business plan
showed 25. Now, | think when we get out there with the |ocals
that nunber is going to trip down. It may be the part of the
year it may operate with the eight to 12 people, and then in
hi gh vol ume periods, 18 to 20. | nean, |'m specul ating on
what we will find when we nmeet with the |ocal folks.

MR, CASHEN: But we're tal ki ng about
deliveries for which type of species of fish?

MR. COTTER. W're tal king about deliveries of
sal mon, sockeye, and in particular silver salnmon. And at the
end of the year when the other plants have cl osed down and
there are still runs that are available for harvest, so that
wi |l add a shoul der season opportunity for |ocal fishernen.
Red King Crab, Bristol Bay Red King Crab and sabl efish, a
little bit of Dungeness. There's a potential for a Dungeness
fishery around there, it's not really well prosecuted, so we
think that's a new opportunity.

Those are the primary species.

MR KYLE: And a wee bit of halibut.

MR COITER. And a wee bit of halibut.

MR. CASHEN. So, who will be making the

deliveries? WII it be False Pass residents or will it be
fishernmen fromaround the region, or will it be CDQ partners,
for exanple, delivering CDQ crab?

MR KYLE: It will be a mxture, Geg. |
mean, |ike the Bering Sea Bristol Bay Red King Crab will
probably cone from our vessel, the "Far West Leader".

MR. CASHEN: So, they would pull up?

MR KYLE: Yeah. The "Far West Leader™ woul d
bring the Red King Crab to the plant. Some of Johnny's
vessel s might be bringing the Bering Sea sablefish to the
plant. Wat we've got to get -- and we were hoping that the
Fal se Pass fishernmen and sone of their brethren in the
Al eutian's East Borough region will constitute the bulk of the
sal mon deliveries. Al right.

MR CASHEN: Because that was an issue with
BPS 1, was sonme of the fishernmen didn't want to | eave Peter
Pan or Trident to cone over to Fal se Pass?

MR KYLE: Yeah.

MR. CASHEN. So, have you addressed those
i ssues as wel|?

MR KYLE: Well, | think that Larry was trying
to tell you that with the idea of shoul der seasons, | nean
we've really got just a wee bit of Red -- Red sockeyes,
sockeye salnmon that would -- that I'd like to take to Peter

Pan and maybe we've got two gorillas out there in Peter Pan

and Trident, competing for fish. W can't conpete with them
so the whole concept is to get a conmtnment fromthe |ocals,
what can we realistically get fromyou because we can't go out
head to head with the two big fol ks, you know, you've got to
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tell us what you can really bring. Thereby conmes the silvers
and shoul der season fi sh.

MR. COTTER. One thing we do not intend to do,
which we did before was to bid the price up, you know, the
| ast tine around nobody would sell us fish unless we paid them
more for it than they could get from Peter Pan or Trident.

That was the price of getting some loyalty fromthem and
we're not planning on doing that again. W're going to rely
upon fol ks to show some loyalty to this operation as well, and
part of the process that Joe and the others are going to go
through in Fal se Pass is going to be to work through that and
hel p peopl e understand that there is a two-way conmitnment on
this.

MR CASHEN: Are you going to provide any
support services like ice or anything? Fuel? | knowthere is
a fuel issue in Fal se Pass.

MR, KYLE: Right. M. Chairman, absolutely.
W' ve already got the ice house pre-positioned, you know, as a
carry over fromBPS 1, but yeah, that's part of our plan.

That is to provide, you know, we're not going to start off
providing the sanme kind of support to the fleet that Trident

does in Sand Point or Peter Pan does in King Cove, but that's
obvi ously got to be back-filled sonehow.

W' ve got the local store in our barracks that Peter
Pan shut down and the local village corp took over, but at a
very nomnal rate we |let them nove into our bunkhouse and re-
establish the store. So, we're working hand in hand with the
| ocal community to make sure those essential support services
are present.

MR CASHEN:  Ckay.

MR. COITER: And one other thing I think is
going to be substantially different in False Pass. W're
going to have a harbor. Now, there will be a place for a boat
to cone and tie up, and that is going to change the world
significantly. 1In the past that didn't exist, and once you've
got a hone port then you begin to devel op different type of
rel ati onshi ps.

MR. CASHEN: Ckay. You said the feasibility
pl an or the MDowell plan is going to conme out in January?

MR COITER It's done and it's available to
you as soon as you get back to Juneau

MR. CASHEN: Ckay. That would be great.

MR KYLE: And | just want to caution you
though, that that plan is like, you know, is |like we sent the
measur enents back to New York for a suit to be built and they
build us a suit, and then we've got to take it out to the

community and really size it. So, what we actually inpl enment
will be alittle bit varied fromwhat the MDowel | business
pl an shows.

MR. CASHEN: Ckay. Thank you

MR DAVIS: Well, let ne follow up on that.
noti ced on the | odge issue in your CDP, | noted that the | odge
has had sonme | osses in 2003, 2004, but it's in the black in
2004 now, and that was attributed to |lack of transportation
is that the primary reason?
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MR. COTTER Yes. Well, we expected the | odge
to lose noney for the first three years. | think our goal was
-- it may have been year three, but | think it was probably
shoul d have been year four for the lodge to start turning
around. It takes time to build a clientele and the | odge
business in Al aska is very very conpetitive, and there's a | ot
of places that have better salnon fishing than the Ni kol ski
So, there's got to be sonething special about N kol ski to get
folks to go out there. So, there's a marketing issue that
starts initially.

The problem we had in year one was that 50 percent of
our clients were unable to either nake it to Dutch Harbor or
to make it from Dutch Harbor to N kol ski. So, we then went
and secured 1.5 mllion dollars in funds to the FAA for
i mprovenents on the Ni kol ski airstrip, but those funds
unfortunately went into the wong part of the FAA, not their

Al P section. So, we went ahead and did a plan anendment and
spent $150,000 to put in navigation aids, and that project is
now done. And what we now have to -- we're getting reinbursed
by the FAA incidently, for that 150, but we now have to get
approval by either the Air Force or the FAA for the new flight
path to go into N kol ski so that we can take advantage of what
we' ve got.

It's an ongoi ng problem Anyway, this year we had one
group that did not make it in, the weather was good to us.
And stopping there, with just our nornmal clients, we would not
have operated in the black this year. W would have been 10
to $15,000 in the red. A big inprovenent over |ast year, but
still in the red. What turned the corner for us is that there
are -- there's a big construction project, Denali Conm ssion
stuff going on in N kolski and we rented the | odge for $20, 000
a nonth for two nonths, in Novenber and Decenber, which was a
good rate for them a substantial discount. But that noves us
into the black this year, and hopefully we'll be there again
next year w thout the construction

MR DAVIS: Ckay. This is M. Davis. Wat |

asked though, the question for a business plan. D d the
busi ness plan for the | odge foresee the need for those
navi gati onal inprovenents? | nean, it seens |like you built
the | odge before you did the inprovenents, so I'mtrying to
get at your business plan strategies.

MR, COTTER: The busi ness plan recogni zed t hat
we needed to inprove transportation access, and we started
wor ki ng on that when we started to construct the |odge. And
it took us three years to get to 1.5 million dollars, so we're
behi nd schedule in dealing with the access issue, but that was
recogni zed in the begi nni ng.

MR. DAVIS: Okay. Thank you.

MR. CASHEN: Ckay. |I'd like to nove on. M.
Wnegar? |If you want to nove onto the next question

MR. WNEGAR: Yeah. The question | have
relates to public disclosure. How does API CDA feel about
public disclosure of compensation levels for key personnel ?

MR COITER M. Chairman, those should be
public, Form990's that all non-profits are required, has a
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place in there for salaries of key personnel. W get the Form

990's every year fromall the groups. | don't know if they do
for us, but you know, we pay attention to what's in there and
the different groups fill themout differently. But from our

perspective, sure, no problem

MR DAVIS: Now, this is M. Davis for the
record. |1'd like to ask you, M. Cotter and M. Kyle, what
woul d be your current and future plans for enploynment wth
API CDA' s harvesting and processing partners offshore?

MR COTTER  Qur personal plans?

MR KYLE: No, our partners.

MR. DAVIS: No, plans of APICDA

MR KYLE: Trident, Star.....

MR DAVIS: | nean, with your processors and
partners, or CDQ partners. What do you -- do you have any

pl ans for enpl oynment for your region?

MR COITER Yes. W -- well, we |istened
carefully to M. O deary's conments, first and forenost, and
you know, | agree with everything that Comm ssioner O Ceary
said and you know, | think that really what he's offering is a
very meani ngful way to provide CDQ groups with that little
extra nmuscle that they need to bring a point home with their
partners. And we wel cone that, and you know, | ook forward to
-- one of the things I"'mgoing to do this afternoon when we
leave is call our partners and initiate the steps to begin to
i mpl ement what Conmi ssioner O Cleary requested today.

MR DAVIS: Well, let me ask the sane
question, if | could, with regard to in region projects, that
is, do you have plans to try to hire local residents for in
regi on projects?

MR KYLE: M. Chairman, | think that gets
lost inthe mx. |It's a great question. | mean, in region
we do everything we humanly can to hire in region. And Atka
Pri de Seafoods, our plant manager is a Atkan, our plant
engi neer is an Atkan, you know, and Johnny Mdller is the front
line supervisor for these folks. But all of our key

managenment and worker positions at Atka Pride Seafoods are
At kans. (QOccasionally we have to fly in sonme extra help from
the -- we try to go to our local conmunities for that.

Nel son Lagoon Storage Company, you know, the on site
manager is a Nelson Lagoon resident. The on site
adm nistration is perforned by the Nel son Lagoon Triba
Council. Fal se Pass, you know, when we were there before, you
know, we had the mayor as the assistant plant manager -- co-
pl ant manager | shoul d say.

Everything we do in region just about has -- not even
just about, does have local folks running it. W spent a |ot
of training educati on noney getting themthrough, you know,
pi peline training to nmake sure they have the skills to do
those tasks. Johnny and the two fol ks that work for hi mwho
are -- one's an Unal aska resident and one's a St. Ceorge
resident, and they spend an enornous tine out in the
conmunities working with the local talent to insure their --
you know, have meani ngful supervisory positions and the skills
to do it.



We're doing -- | think if you |looked at -- if you
converted our enploynent picture to FTE s and | ooked at what
kind of noney our FTE s are earning per position, you would
see that it's -- that there's real neaningful full-time
equi val ent positions, and real meaningful full-tine salaries
that are being paid out in the region to |ocals to nanage and

operate our in region businesses.
MR DAVIS: Ckay. And is that in region hire
a part of your business plan for these in region projects?
MR KYLE: Well, yeah. Yes, M. Davis. 1In

fact that's -- in fact the McDowel|l report says, you guys
ain't going to make it unless you have in region hire. |
mean, we can't -- Johnny Mdller, the success of his AV

operation, APICDA vessels is very dependent upon us being able
to use in region residents rather than to hire folks in
Seattle and fly themto Anchorage and they | ose their plane
ticket and their advance and they never show up and -- | rmean,
if we can't use in region, we can't nake it.

MR DAVIS: Thank you

MR. CASHEN: Thank you. M. Krygier?

MR. KRYG ER As you all know, the Council,
the North Pacific Fishery Managenent Council passed crab
rationalization, and I would like you to just kind of give ne
alittle inside of how that has inpacted your 2005 CDP and
your 2006 through 2008 CDP as far as what you plan to do?
Recogni zing the fact that there is a couple of new species
that have been added, the Aleutian CGold Crab and the Al eutian
I sl and Red Crab, and the increase in the CDQ percentage has
gone up. So, how does that all fit together in your plans?

MR COITER  Commissioner, | will start with
the two new species first. This is Larry Cotter for the

record.

My under st andi ng of Adak Red Crab is, we may not see a
fishery for four or five years, but neverthel ess, as we
commented earlier on our plans in Atka, we intend and our CDP
so states, to bring our Adak Red King Crab and our Al eutian
Brown Crab to Atka for processing. That begins to hel p nmake
that plant work.

So, that's what we would intend to do with our CDQ
there. Crab rationalization, you know, we supported processor
guot a shares and, you know, that was a difficult thing to
support. What we got out of it was very inmportant to St
Ceorge in particular. W did not take care of False Pass with
crab rationalization because there was virtually little to no
hi story, processor history in False Pass. Sonme, but little to
know. But St. George we protected with the Northern region

As | nentioned earlier, we're very concerned that crab
rationalization has inadvertently put St. CGeorge and St. Paul
in a position where they are conpeting agai nst one anot her,
and if one -- if one comunity wins entirely, the other
community is gone. And in this case, the other comunity is
St. George because the only hope they have for a future, in ny
opinion, is if they have a -- devel op a processing sector and
a fishing industry. And the key to making any and all of that
work is crab
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So, you know, one, we nust build our plant in St

Ceorge if that conmunity is going to survive. Two, we then
need to structure that plant so that we can play in crab
rationalization. And the way we're structuring the operation
is APICDA will own the plant, and we're going to request an
EDA grant of 50 percent, and we expect the plant construction
to cost 4 mllion, we'll put two in. EDA, we believe is going
to put the other two in. APICDAw Il then |l ease the plant to
a joint venture conpany, owned 50 percent by API CDA Joi nt
Ventures, our for profit, and 50 percent by Snow Pack. And
that conpany, we'll call it St. George processing, will then
operate that facility.

The facility for crab is going to operate as a custom
processing facility. Al of our CDQopilio will be commtted
to St. CGeorge. Al of Snow Pack's processor quota shares wil|l
be committed to St. George for at least ten years into the
future. We're going to charge a custom processing fee to both
of us that is sufficient to cover our cost of operation and
mai nt enance.

Pet er Pan Seaf oods has sonme processor quota share that

is allocated to St. George. W expect -- we asked themif
they would participate in the joint venture, they declined.
We expect that as soon as possible, which would be '08, I
believe, they will nove their crab out of St. George to St
Paul . So, we're going to | ose that.

VWhat we're al so going to do though, is we're going to

work with the fishermen, the crab fishernmen to see if we can
i nduce themto deliver their ten percent B shares to St
Ceorge for custom processing. And after commencing in '08,
we' re hoping to convince other conpanies that have floating
operations, and they may want to retire their vessel to nove
their crab into St. CGeorge for custom processing.

But inlong term if you |ook at our budget, you'l
see that there's one consistent expenditure in our proposed
budgets for '06 through '08, and that's two million dollars a
year to purchase crab shares, because that is the only way
that we can protect St. George in the future

Take a | ook at Fal se Pass, you know, crab is an
opportunity for False Pass. King Crab begins to make BPS
work. Certainly we'd |like down the road, you know, to access
other crab, the B shares, but that remains to be seen

MR. KRYG ER A quick followup on that. You
may or may not know that for the red crab, there's actually
two conmponents of red crab in the Aleutian |Islands. One of
them we specifically set aside for small vessels, and it's
going to have to be accessed through the Board of Fisheries,
so if you're not aware of that you need to think about it.
The Board is neeting in February.

MR. CASHEN: Thank you, M. Cotter. M.

G ough, do you want to take the next one?
MR, CLOUGH: Thanks, Greg, Larry. Please

explain APICDA' s allocation justification in requesting an
increase in P-cod from 15 to 19 percent, based on active and
proposed projects for the 2006-2008 allocation cycle? In



ot her words, how are you going to use this quota?

MR COITER Well, APICDA invested in -- or
APl CDA Joint Venture, a for profit sub, invested in the "Ccean
Prow er" and the "Prow er” back in, |I think 1997, and maybe
even earlier, and then the "Prow er" subsequently purchased
the "Bering Prower". So, we have an investnent in those
t hree vessel s. Initially it was 25 percent. Coastal Vill ages
Resources Fund requested to buy in and the partners agreed and
we reduced our ownership respectively by five percent, so that
each of us now own 20 percent.

Qur cod woul d be harvested by those three vessels, and
you know, |ast year those vessels did not take 100 percent of
their quota, this year they have or they will very shortly,
and they have the capability to take additional quota in the
future. Those vessels have been very profitable to us and
provi de, you know, a good return that hel ps us fund our other
activities.

W don't need, at this time, P-cod as raw material for
our -- or P-cod CDQ as raw material for our plants because
that's ot herw se avail abl e through, you know, the existing
open access fisheries. Down the road, if that changes, we
reserve the right in our contract with "Prow er” and "Ccean

Prow er” to nove whatever cod we need fromthose vessels to
support comunity operations.

MR, CASHEN. M. d ough?

MR CLOUGH If | could just followup. You
know, this gets along the whole Iine of the offshore el enent
of being kind of the profitable profit center right now, why
are you not trying to acquire a greater interest in these
vessels if they are, you know, a good profit center for you?

MR COITER: Well, you know, | think that in
the case of the three "Prowl er"” vessels, there's probably four
partners that would -- that would buy 20 percent if it was
avai |l abl e at a reasonable rate.

And in terns of investing in other |ongline catcher
processors, you know, we have a good relationship with our

current partners, we don't -- if we're faced with a choi ce,
our choice is back to our communities. W only have limted
resources and we don't need to expand our -- we don't have the

resources to expand in that sector at this tine.

MR KYLE: If | could add, M. Conmi ssioner
the, you know, it's sort of along Conm ssioner O Cleary's
coments. | mean, one of the reasons we selected -- and it's
still our position -- whenever possible, we would select an
Al aska based conpany to partner up with, and the Prow er
Fi sheries group is Al aska based, you know, out of Petersburg.
That group of owners, including us, you know, that has sone

expansion plans in the cod fishery. I'mstill on that board
of directors, | nmean they would like to buy a fourth boat,
they'd like to -- part of their goal is to have a vessel that

is exclusively dedicated to harvesting CDQ cod.

Ri ght now, you know, for reasons that are very well
known, the partnership isn't functioning as a efficiently as
you would like to see a partnership function. So, we're just
in kind of a shaking out period here before we nove forward,



but I know the principle owmers of the Prow er Fisheries group
are very interested in expanding the market penetration, if
you will, of Prow er Fisheries.

MR CLOUGH |I'msure that the question of
of fshore versus, you know, for purely profit versus onshore
i nvestments, your job occupies a considerable amount of your
time, you know, as it should, but it's obviously a chicken and
egg ki nd of thing.

MR KYLE: Conmmissioner, if |I could add
sonmething to that. Another part of that, and | think you
heard Commi ssioner O O eary say, you know, his vision is that
one day Al askans are captai ning and nmanagi ng vessels that are
operating in the Bering Sea. Johnny Mbller spent 18 nont hs?

MR MOLLER Al npost two years.

MR. KYLE: Alnpbst two years as an intern with
Prow er Fisheries and he went to sea on everyone of their
vessels, spent tinme in the Petersburg office, our |ong range

plan is that we would own Prow er Fisheries one day. And the
current ownership, that was kind of the principle of which we
bought in, is when those gentlenen are ready to retire and
play golf for the rest of their life or whatever, we would
assune that the major share of ownership in those vessels.

A freezer longliner cod boat is sonething we have the
i n-house talent with right nowto own and operate totally
within the APICDA region. There are residents that have
fi shed those boats. Again, you know, if | were God we woul d
be buyi ng those boats and Johnny Mol ler woul d replace Johnny
W nt her, you know, as the nmanagi ng partner and owner of those
three vessels. That's why we want to go there. W can take
t hose over.

MR. CASHEN: How many residents are enpl oyed

on the Prowl er vessels from APICDA at this tine?

MR, COITER: | think you know, it varies, but
there may be two or three. You know, | nean, that's a good
thing to -- if I can just expand just for a second

You'll find that nost of our residents are not

enpl oyed, you know, on at sea vessels. You know, we've got
six people fromAtka | think, this time that are going out on
the "Starbound” and you know, Atka really does that every
year, several people to the "Starbound”, but by in |arge, you
know, our folks are interested in jobs in their conmunities.
And you know, they put pressure on us then to do what we've

been doing, build what we're building in our communities and
hel p themget into those fisheries. W do have sone fol ks
that go out.

MR MOLLER  Yeah, Conmi ssioner, M. Cashen, |
would just add to that. | nmean, one of the trips on one of
the vessels that | sailed on, you know, on that particul ar
trip there were two people from St. George and one from
At kut an, plus nmyself. So, you know, you have your nonents

when -- and we're talking relatively small crews. W're
tal ki ng, you know, 13 processors and maybe 20 fol ks on the
vessel overall, so you know, | think that there's a fair

percentage of our residents, at any given time on those three
boats, and obviously it varies and stuff.
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In mentioned to the Conm ssioner of Labor earlier
G eg, about you know, the subsistence lifestyle and you know,
our fol ks al so take advantage of that and so, you know, at any
given tinme you'll see quite a few of our residents on those
| ongli ners.

MR. BLATCHFORD: Yeah. Earlier in your
presentation, Johnny, | think you nmentioned the hiring of
people fromoutside the region. | think you nmentioned, was it
Russian Vill ages?

MR CASHEN  Russian M ssion?

MR. MOLLER: The Russian M ssion, yeah
Conmi ssi oner, we've had a couple of deck hands from G ayling,

even prior to Grayling becom ng a CDQ conmmunity, you know, for
the past, you know, all of six years. W've also hired some
fol ks in Unal akl eet and a couple.....

MR CASHEN: That's on "Starbound"? Not to
interrupt, but "Starbound" or "Prow er"?

MR. MOLLER: Ch, oh, I'msorry, Comm ssioner
I think, on both vessels.

MR CASHEN:  Ckay.

MR MOLLER On "Prow er' there was sone fol ks
sailing fromNorton Sound CDQ conmunities when | was on the
boat. | thought you were referring to our |ocal smaller
vessel s that are fishing out of the community.

MR, BLATCHFORD: Well, ny interest is just
what efforts are being made to hire Al askans, even if they are
fromthe adjacent regions, so.....

MR MOLLER  Yeah, Conmi ssioner, if | could.
API CDA's policy is, in terns of hiring for vessels it controls
and you know, we certainly pass this onto our partners, is you
know, we start in region, obviously, with our comunities.
Fromthere we offer -- we have positions open to the other CDQ
groups, fromthere it's the state of Al aska, and the |ast
resort is going outside of the state of Al aska.

MR, COTTER: Conmi ssioner, we also send job
announcenents to all the other CDQ groups every tinme we have
one.

MR KYLE: And the last thing, if | may just
add, M. Conmissioner. You know, |, once every year or two
ride the "Prow er"” boats from Seattle up to Juneau or
wherever, and the last trip | nade was a year and a half ago
and there was a gentl eman from Akutan, one of the Mcd ashen's
-- Tom Mcd ashen, you know, he's been sailing with the
"Prow er" boats for a long tinme, but he tends to nake three or
four trips a year, not all seven or eight. And you can tel
by just watching, he's you know, a trenmendous heave-around.
And he was like in the third position on the boat, you know,
and the owner Johnny Wnther will say, you know, anytinme he's
ready to commit and stay for a full season we'll nove himup
anot her level, he's got it, you know, and he goes back and
does sone other things part of the year, but the talent is
there. It's just going to require a little bit different
lifestyle change on their part, but | think that's com ng as
we acquire nore ownership.

MR. CASHEN: Thank you. We've got about four



nore questions here, and we're comng up to approaching an
hour, so if we could maybe speed it up a little bit if
possible. M. Jones?

MR JONES: In 2002 the Council recomrended an
al  ownance for 20 percent of the annual pollock CDQ royalties
that may be spent on in region sustainable non-fisheries
rel ated econom c devel opnent projects. \Wat are APICDA s

plan, if any, for this allowance, and how will this allowance
benefit your conmunities?

MR COITTER At this point intime w are --
we have our hands still conpletely full with fishery rel ated
busi ness activities.

MR DAVIS: Yeah. Let nme ask the next
question. If you could, we'd |like an explanation of APICDA s
long terminvestnment strategy and transition plans towards
sel f sufficiency?

MR COITER: Wasn't that question asked
earlier?

MR DAVIS: Yeah, but we'd like to -- we would
like kind of a business plan analysis. Wen we read your CDP
it didn't quite cone through.

MR COITER  Ckay.

MR. KYLE: M. Chairman, while Larry is
thi nking. You know, | nean, we're kind of contenplating that
everybody that's participating in the Bering Sea Fisheries is
getting nmenorialized into the fishery through rationalization
pl ans, and | don't see the CDQ comunities as being any
different than the at-sea processor fleet from Seattle or the
head and gut flounder fleet from Seattle, or the shore-based
processors from Seattle, who are being given access rights to
the resources of the Bering Sea fromthe CDQ groups. And so,
I woul d be shocked and disappointed if we were ever not in a

position to have access rights to the resources of the Bering
Sea just like everybody in Seattle is getting through the
Counci | program

That's ny short answer.

MR DAVIS: That's fine.

MR, COTTER. Well, ny other answer is as short
as | can nake it. Qur goal is that our investnents in our
communities will be operating on a self-sustaining basis.

They will be operating |like Atka Pride Seafoods, sufficient to
pay their costs, generate, you know, little to a nodest
profit.

On the other side of the coin, we'll be invested in
other non-local fishery related profit centers. O her
busi nesses, the Prow ers and that type of thing that wll
provi de additional revenues that you know, will help APICDA to
support it's ongoi ng operations.

MR DAVIS: And is the goal to use the profit
centers to support the in region projects that provide nore
| ocal hire?

MR COITER  Yes, sir.

MR, CASHEN:. Thank you. | think we're on 9,
and Al, do you want to take that one?

MR CLOUGH Coul d you pl ease sumari ze new



projects contained in the 2006-2008 all ocation cycle?
MR COITER  Sure.

MR CLOUGH  Wich we sonewhat did earlier on

MR. COTTER. The new projects essentially
consi st of a conbination of infrastructure, such as docks and
harbor, in a community coupled with construction of seafood
processing plants where they don't currently exist. And a new
plant in the case of Atka, and the formation of businesses in
the conmunities that provide services that will be necessary
to support the businesses that are devel oped.

MR. CASHEN: Ckay. M. Krygier, | think we
may have covered the crab

MR KRYG ER  Covered the crab, but we can ask
about flatfish.

MR. CASHEN: Ckay. Do you want to take it?

MR KRYJ ER  You went over a little bit on
your flatfish fishery in your presentation, but |I'm wondering
about kind of the relationship with your partner, where you
see this going? W've got the IRIU that's gone through the
Council and et cetera, how does your long term-- where do you
see you're going to go with flatfish and maybe the species
you're going to target on?

MR, COITER. Qur partner, Sea Fisher Cascade
is really the only partner that we have that we are not co-
invested with. And you know, that's really because a |arge
part of their business is derived fromthe flatfish fisheries.
Those fisheries are under assault fromthe environmental

communi ty because of their potential or theoretical inpact
upon the bottom or because of the discard, the amunt of

di scard associated with their harvest. W have viewed that as
a dangerous sector to invest in.

As | look down the road, | amthrilled at the prospect
of rationalization and the non-pollock round fish fleet,
particularly in the flatfish and Atka mackerel sector. |
believe that that will provide the opportunity for that fleet
to nodernize their vessels and also to practice the type of
fishing techniques that we now know can be practiced as a
result of our CDQ to address at |east the discard waste issue
associ ated with those fisheries.

There are good flatfish markets in the world and it
may be that when rationalization cones, it would be
appropriate for us to consider investing with the Sea Fi sher.

The flip side of the coinis virtually no flatfish in
the Bering Sea is processed shoreside, although attenpts have
been made to do so in the past. W have expressed interest in
doing that at different times, but it's a difficult thing to
do because of catch rates and waste and that type of thing,
but chief anong the problens that we have, this stops us
before we woul d even begin to contenplate it, are the rules
that apply to CDQ groups in terns of observer requirenents.

We, unlike the rest of the groundfish industry, where
you know, if you process less than a half mllion pounds of

groundfi sh product a nonth, you don't need to have an
observer, processed between a half mllion and a mllion, it's



graduated levels. For CDQ if you process one pound of
groundfish that is harvested by a vessel greater than 60 feet,
you're required to have an observer at the plant, that kills
any opportunity that we woul d have economcally to try and
devel op that fishery.

MR. CASHEN: Thank you. Ms. Leaner, do you
want to take the |ast question, number 127?

M5. LEAMER: Pl ease describe briefly, or
briefly describe APICDA's in region prograns that provide
benefits to the APICDA residents?

MR. CASHEN: Li ke education, training
prograns, that type of thing. W may have already touched on
that as well.

MR, BLATCHFORD: But we are going to follow
our script. (Laughter)

MR, COITER:  Conmi ssioner, we have a hi gher
education schol arshi p program that provides annua
schol arshi ps of $5,000 per person, providing they have a 2.0,
a mninumof 2.0 and attend school full tine. W have a
suppl enental educati on schol arship programthat provides up to
$3, 000 per person per year, for themto engage in Voc-Ed or
other training related to the fishing industry.

We have a school grant program where we've applied

$6, 000 per year to each of the comunities. W have an active
recruitnent programthat goes on, directed by our human
resources director to identify folks to fill jobs in our -- in
all of our areas.

And we will shortly be announcing a new initiative
with our partners, Starbound partnership and Trident Seaf oods
to commence an inmediate effort to hire Al askans.

MR. KYLE: And M. Conm ssioner, just to
finish that off. Wen API CDA began the board set $300,000 a
year as an annual contribution to this programthat has
subsequently been raised to half a mllion dollars. |It's part
of our annual budget cycle. W put $500,000 on the table for
hi gher education, Voc-Ed and you know, as Conmi ssioner
O Cdeary was tal king about, giving people the skills to assune
positions of greater responsibility. W routinely send
resi dents through the operator of uninspected passenger
vessel, Coast @uard course, MC courses, quality contro
courses, hassup (ph) training.

W dedi cate at | east $500,000 a year towards the
pur pose of that, and we use it.

MR, CASHEN:. Ckay. Thank you. Conmi ssioner
do you have any further questions, or any menber of the teans.

MR, BLATCHFORD: | have no further questions,
but just a comment though. 1've been inpressed with this
federal /state programfor -- since it's -- since about after

the first year of operation, and it's a very very successfu
program Very successful. | think that the peopl e who

concei ved the idea back in the 1980's, you know, would be very
very pleased at the direction it has taken and the potentia
for what could happen in Bering Sea and the North Pacific, and
the inpact, positive inpacts it will have on | oca

popul ations. So, | think that APICDA, along with the five



ot her groups, have done a very good job in neeting what we see
as the intent and goals and objectives of the program And
what we're trying to do is make it a nuch better program and
we're striving to do that.

MR. CASHEN: Thank you, Conmmissioner. Did you
have sonet hi ng?

MR, COTTER. | would just say, and
Commi ssi oner, we probably wouldn't be here today if it wasn't
for you. You were one of those that cane through at the tine
when it was needed to make this happen. So, thank you.

MR CASHEN: Okay. Thank you. And this
concl udes the public portion of our expanded public hearing.
| would like to take a five mnute break and we're going to go
into Executive Session for -- we have to vote on that. Shal
we vote?

MR, BLATCHFORD: Let's go off record

MR, CASHEN. Ckay. So, we'll take a five
m nute break. Thank you.

(O f record)

(On record)

MR CASHEN. Back on the record. W have
Chris Poag with the Departnment of Law with us, and he's going
to explain the procedure for Executive Session. M. Poag.

MR POAG |'ve provide legal advice to M.
Cashen and the CDQ team and as the groups know, this year
there's been a change. The Open Meetings Act has been found
to be applicable to these neetings, as a result, everything
has to be done on the record with the exception of limted
areas that can be discussed in Executive Session. Those are
inthe Statute, it's 44.62.310(c), 1 through 4.

Today we're going to nove -- M. Cashen is going to
nove to convene in Executive Session for two areas, and those
are C3 and C4. Those protect areas that are under state |aw,
which in this case, is Al aska Constitutional privacy, that's

Article I, Section 22, allows for non-disclosure to the public
of the information that is proprietary, highly proprietary in
nature, is protected by our Constitution for privacy. It's

conmmer ci al privacy.

There are a nunber of cases that define the exposure
in the ares that are covered by that privacy. W believe that
two areas today will be covered in that section, and that will
be business plans for APICDA in the future and/or royalty
rates. Those are information which if the public were to be

exposed to could be detrinmental to this particular non-profit
CDQ G oup.

So, as a result of that, M. Cashen is going to nove
to convene in Executive Session if the teamas a whole, a
quorum votes in favor of convening in Executive Session, then
the menbers of the public will be asked to |leave. W wll ask
API CDA to decide who they wish to be present in their
Executive Session that aren't nenbers of the CDQ team
i ncluding nyself, I'mnot a nmenber, so you woul d have to ask
for ny participation if you wanted ne here as well.

And | would like to al so have you state for the record
who those people are that you have invited to attend that
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aren't nmenbers of the team because you're volunteering this
information to be exposed to themand we can't protect what
you expose to them

Are there any questions about this procedure?

MR COTTER No, sir.

MR POAG Ckay. It's a formality. I'm
apol ogi zing that it has to go through this process. If we
don't, then the things we do today nmay be subject to challenge
and we don't want that to happen. Ckay.

MR. CASHEN. Ckay. Thank you, M. Poag. So,
I would like to nmake a notion to the CDQ teamto go into
Executive Session for this specific matters that M. Poag
di scussed.

(Motion Passed)

MR, BLATCHFORD: (kay. Being no nays, the
teamwi |l go into Executive Session.

MR. CASHEN: Ckay. Thank you.

MR COITER | would request that M. Poag
remain, and M. Kyle and Ms. Shellikoff and M. Dushkin.

MR CASHEN:  Ckay.
(CDQ TEAM GCES | NTO EXECUTI VE SESSI ON FOR 45 M NUTES)

MR CASHEN: | would like to conclude
Executive Session and go off record.

MR COTTER And we would just like to say
t hank you.

MR. CASHEN: Ckay. Thank you very nuch.

MR POAG Just a final comment. Wile we
were in Executive Session, nobody else came in or out of the
room Only the subjects that we discussed were the subjects
that we noticed. Those being in proprietary in nature
regardi ng business plans and royalty rates. No official
action took place in Executive Session. |In fact, no action
took place in Executive Session.

MR, CASHEN: Thank you.

(O f record)

* * * END OF PROCEEDI NGS * * *
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