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PROCEEDI NGS

(On record)
MR. CASHEN: On record. W'’re on the record.
MR BLATCHFORD: Want ne to start?
MR. CASHEN: Sure. Comm ssioners?

MR. BLATCHFORD: Thank you very much. W're

going to run this the way we’ve run all the CBSFA

presentations. Geg Cashen will noderate. Then we’ll go into
guestions. W’'Ill take a break after you have presentation,
then conme back and we’'ll go into questions. W’ve prepared

questions for the CDQ group and then right after that, we take
anot her break and then we go into executive session and you
can di scl ose whatever information you wi sh to disclose to us.
kay. And then M. Cashen here will noderate and | think you
know everybody here except.....

MR, MELOVIDOV: W can re-introduce everybody?

MR, CASHEN: Sure.

MR. BLATCHFORD: kay. Let’'s start with M ke
Bl ack. M ke?

MR. BLACK: I'mdirector of the Division of
Communi ty Advocacy.

MR DAVIS: M nanme is Mark Davis. |'mthe
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di rector of Banking, Securities and Corporations.

MR POAG Chris Poag. |I'mwth the Departnent
of Law.

MR BLATCHFORD: And Chris is not a nmenber of
the CDQ team he just advises us. GCkay? And then |’ m Edgar
Bl at chf ord.

MR. CASHEN. G eg Cashen, CDQ program nmanager.

MR. JONES: Laird Jones, CDQ specialist.

MR. KRYG ER Earl Krygier, Al aska Departnent
of Fish and Ganme, Extended Jurisdiction.

LEAMVER: Lol a Leaner, CDQ program auditor.

CASHEN:  Ckay.

2 3 B

BLATCHFORD: Greg, your show.

MR. CASHEN: Thank you, Comm ssioner. The
first hour, as the Conm ssioner stated, is for CBSFA s
presentation and so if you' d like to begin with your
presentation, you nay do so.

MR. LESTENKOF: Ckay. |'Il begin with a.....

UNI DENTI FI ED MALE SPEAKER  Woul d you |i ke us
to introduce ourselves first?

MR. CASHEN: Sure, that’d be great.

MR LESTENKOF: ..... our nane for the record.
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My nane is Phillip Lestenkof. |I’mthe president of Central
Bering Sea Fishernmen’s Association with the CDQ group
representing St. Paul Island and since we’'ll be tal king about
fishing, 1"'malso a |local fisherman at St. Paul |sland, been
comercial fishing for about 23 years since St. Paul Island
devel oped the commercial fishery after the phase-out of the
commercial Northern Fur Seal harvest and | just thought I'd
get you to know ne a little better

MR MNOR H, I'"'mSteve Mnor. | amthe
general manager of MSDH, the multi-species devel opnent
harvest. It’s a wholly-owned subsidiary of CBSFA that’s
charged with particular projects w’'ll talk about today. |’ ve
wor ked with CBSFA since 1999 and the Bering Sea Opilio Snow
Crab crash.

MR. THORPE: And ny nane is Jonathan Thor pe.
|"mthe chief financial officer for CBSFA. | have been an
enpl oyee for about a year now and been working with CBSFA for
about -- in total, about alnobst 2-1/2 years now.

MR. MELOVI DOV: Yeah, ny nane is Myron
Mel ovidov. |I'mthe chairman of the board for Central Bering
Sea Fishernmen’s Association and al so a conmercial fishernman

and been a fisherman for many years, since the program started

METRO COURT REPORTING
745 West Fourth Avenue, Suite 425 - 7_
Anchorage, Alaska 99501
(907) 276-3876



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

back in 1983.

| owmn a 32-foot long Iine vessel and al so a

duly elected mayor for the Gty of St. Paul.

presentati on.

MR. LESTENKOF: Ckay. W got a slide

Sonme of these slides we.....

MR. CASHEN: Wbuld you like the lights out?
MR, LESTENKCF: Sure.

UNI DENTI FI ED MALE SPEAKER:  Yes.

MR, LESTENKOF: O -- oh, | can't read that.

(I'ndi scernible - sinultaneous speaking).

t hose | anps?

UNI DENTI FI ED MALE SPEAKER: \What happened to

They (indiscernible - sinmultaneous speaking).

UNI DENTI FI ED MALE SPEAKER: Can try to find you

alanmp if that’s what you’d I|iKke.

give it a try.

al ong.

to find a | anmp?

MR, LESTENKOF: Well, I think I"Il -- 1 could
| think -- | got nost of it up in ny head.

MS. LEAMER  Well, just nake it up as you go

MR, LESTENKCF: But | think.....

MS. LEAMER  That’s what we al ways do.

MR. DAVIS: Do you want to take a quick break
Let’s go off record.

MR, LESTENKCF: That woul d be great.
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MR. DAVIS: (Okay. Let’'s go off record.

(O f record

(On record)

MR. CASHEN: We're back on the record. W’re
on the record.

MR. LESTENKOF: Yeah, | forgot to nention
behi nd nme here over here is Rena Kudrin. She's a board of
director of CBSFA and her husband s al so one of our |ocal
fisherman and back here is Patience Merculief. She's the
presi dent of one of our subsidiaries, Central Bering Sea
Fi shernen’ s Corporation and she al so does quota nanagenent
wor k for CBSFA.

As | was saying earlier, sonme of these slides, we
used -- showed at the last public hearing but we’'re using them
agai n because they’'re an inportant part of our 2006 to 2008
CDP application and, basically, we consider this our cover
slide. It shows part of the Village of St. Paul Island at the
top and the second picture down is construction in St. Paul
Har bor this sumer working the harbor -- St. Paul Harbor’s
i nprovenents projects and three of our |ocal vessels -- |'1]
go into themlater -- and three of our vessels that CBSFA

invested in in the | ast couple years. CBSFA vessel gear and
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| FG | oan program CBSFA created vessel and gear |oan program
in 1993. Many of our fishernmen or virtually all of our
fishermen from St. Paul |sland have received financial

assi stance through this program Al our |ocal vessels are
privately-owned by St. Paul residents but they ve all been --
recei ved financial assistance from CBSFA through this program
and this is the local vessels or local fleet inside of the St.
Paul Harbor and it’s at a tenporary floating dock systemt hat
CBSFA manages.

These next three slides are just to show you the
types of vessels that make up the St. Paul |ocal fleet.
Actually, that’s nmy boat on the left, the 26-footer and BAY
ROSE is a 32-footer that was purchased out of Bristol Bay
Fi shery, a used boat, and these are a 26-footer on the left
hauling long Iine -- halibut long line gear. There is
actually a halibut there. You can barely see it. They're
pulling it in, alittle shadow there right under the guy on
the right’s starboard side. It has a gaff on it and also the
boat on the right, fishing vessel, DARLYNNE, is hauling |ong
line gear and the one on the left is one of the few fibergl ass
vessel s that nmake up our local fleet. Practically all our

vessel s are al um num vessel s and the ALLI E CRUSADER on the
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right, 32-footer, is actually Myron Mel ovi dov over here, his
vessel and this shows |ocal fishernmen delivering their catch
at St. Paul Island for processing, and this photo was taken
back in better days when the halibut were nore abundant in
Area 4-C, the fishing vessel WND DANCER s crew. The girl up
there or Sineon’s daughter, is trying to get the gonads out of
the big halibut there.

MR. CASHEN: How big was that?

MR. LESTENKCF: | don’t know, it |ooks like a

about seven-footer maybe, about there, but she’'s a pretty

smal |l girl.

MR. CASHEN. Uh-huh (affirmative). 250, 300
pounds?

MR, LESTENKOF: And they’'re gutting and --
gutting halibut and down there -- Joe, again, there he is,

liver on the bottomthere and our |ocal halibut fishery
creates additional enploynent. Here are three vessels, BADER
CRU SE -- actually, the top left is ny wfe and two daughters
wor ki ng on bait and the bottom photo is Sineon Swetsoff’s crew
and the boy on the right, that was awhile ago we took this
phot o and sone of these younger guys, they started baiting

like that and now he’s a full-fledged crew nenber on one of
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t he vessels.

The CDQ halibut fishery really is a major
contributor to jobs at St. Paul Island. Qut of a popul ation
of over 500, we average at a hundred -- over a hundred people.

That includes the baiters and crew nenbers, part -- get jobs
in the halibut fishery and you have to factor in that not --
maybe 300, for exanple, are teenagers on up frombaiting to --
and then that are enpl oyable ages and if you can notice there
in 2002, the catch landing started reducing in Area 4-C or
CBSFA's fishery in both St. -- fisheries at St. George and
| owered there but so in 2003, CBSFA created the CBSFA hali but
cooperative and the goal of the cooperative is to raise ex-
vessel prices for our local fishernmen. W weren't happy with
ot her buyers in the past conpared to statewi de prices. W
were getting pretty well ex-vessel prices and the way the
hal i but cooperative works is CBSFA purchased the fish and we
got a contract right nowwth -- the [ast couple seasons with
Tri dent Seafoods to process the fish for us and they also help
us market and we take the -- the fish belongs to us and we
t ake the whol esal e proceeds and we deduct our vessel support
programwhich I'll go into |ater, the cost of our vessel

support program and we distribute the remaining profits back
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to the fishernmen and in 2003, we achi eved an ex-vessel price
of 260 a pound, still not as high as a lot of $3 a pounds but
it’s very good for St. Paul.

In our vessel support program | nentioned earlier,
we use our halibut whol esal e proceeds to cover the cost of
hiring local residents to -- each year. Since about 1995,
we’ ve been managi ng these floating docks. They consist of
five sections -- five 40-foot by 15-foot w de sections that
are both in here. They re actually working on the boats end
to end and then it’s anchored inside the St. Paul Harbor with
about -- tall anchors, with tall anchors and right here, CBSFA
in 2002, we purchased a 60-ton growth crane to use to |aunch
and retrieve these floating docks. They're putting themin
the water here over to the side and then they bolt them
together here. These are |ocal guys. |It’s creates jobs and
in the past, we -- we’ve relied on other cranes, we’ve rented
ot her cranes that some of them are broken down, no | onger
wor ki ng and sonetines it coincided with construction in the
harbor, the large construction cranes, we rented themand it
got to a point where we couldn’t rely on those anynore so we
bought this used -- in 2002, it was actually two years old and

we paid $345,000 for that crane out of Seattle. Cost us over
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$33,000 I think it is to ship it up fromSeattle to St. Pau
so very expensive to ship stuff |like that up. Actually cost
nore from Dutch Harbor to St. Paul than from Seattle to Dutch
Har bor and the launch and retrieval of |ocal vessels, in the
past, they had a -- sort of a honmenade ranp that got covered
up with harbor work and then we had to rely on cranes to
| aunch and retrieve vessels. W’ ve also purchased this
hydraulic yard trailer that’s supposed to get -- you know, get
under a boat, pick it up and set it back down on the ground.
We have two of those hydraulic trailers, different nodels.

Al so part of our vessel support programis vessel
repair and mai ntenance program These two guys are -- he’'s a
di esel technician and a Yamaha technician that CBSFA, we
facilitate this program which consists of we bring in the
techni ci ans, we provide themw th roomand board. W have an
apartnment there and sonmetinmes we provide themw th
transportation but what -- the | ocal vessels, they pay for the
parts and | abor for these technicians but we help them out.
To reduce costs, CBSFA covers transportati on and housi ng and
we did a pretty extensive vessel re -- vessel fabrication and
rebuilding. In 1998, we constructed a tenporary encl osure

i nside one of the |arge garages or |arge warehouses on St.
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Paul Island which we no | onger have access to. W cre -- we
constructed a tenporary enclosure in the mddle of winter and
we provided heat in there and 220 -- we had to install 220 and
back in *98/'99, we had a pretty nmmjor vessel repair. You
know, four vessels were | engthened on St. Paul Island. W
brought in Quijack Lane (ph) out of Seattle and then whoever
wanted to work with him get on-the-job training and they al so
replaced a lot of engines and did a | ot of alum num
fabrication and we now have a |ocal guy that does it the |ast
couple years, Ricardo Merculief. He worked at Quijack for him
a few years and he now does a | ot of our |ocal vessel repair.
Last year, he replaced the bottom of one of our 26-footers
t hat kept cracking and | eaking so it’s been a very inportant
-- we viewit as trying to keep the local or stable |ocal
fleet to main -- maintained to harvest our CDQ halibut and
part of our -- the vessel support program has been several
marine safety training. This one here was a coupl e years ago.
We brought people in, certified instructors or Coast Cuard-
approved instructors. The last one is Al aska Marine Safety
and Education Association out of Sitka that provided marine
safety training. W’ve held several of these over the last 10

years and we’ve al so brought in el ectronics navigation
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instructors and stuff of that nature throughout the years.

And this is sort of just to breaks -- title sliding
into switch gears here, CBSFA education and training program
Thi s program was devel oped in 1993 and many students have
been benefitted from-- through our schol arshi ps and training,
advanced student |oans. Since the beginning of this program
CBSFA awarded a total of $350,000. OQur board and nyself, we
feel this is -- this programhas made a major contribution to
the residents of St. Paul I|sland, providing them higher
education, training that would -- very inportant to help them
make it in this world and this just shows 24 students that
recei ved assi stance, financial assistance from CBSFA that have
received -- conpleted their training or received a college
degree. A lot of themthank us and saying that a lot of their
schol arship nonies from CBSFA and they -- | think we’ ve got a
pl ague this -- we got a plagque fromthe |last girl that

graduated right there thanking us for all our support and

expedi ent program but she becane a | awer. She got -- passed
her Bar examthis summer. | think |awers are fishery-
rel at ed.

M5. LEAMER: Yes.

MR, LESTENKCF: This slide here is just to show
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you the construction work that’'s been taken place. This is in
2004. It’s been going on the |l ast several years on the St.
Paul Harbor | nprovenments Project and you can see -- this
activity is going to ultimately lead up to the construction of
the smal |l boat harbor which CBSFA is heavily invested in and |
showed this to you last tine. Here's the proposed area for a
60-vessel small boat harbor inside the St. Paul Harbor. This
mai n br eakwat er was conpl eted around 1989, 1990, then
sheltered. Before we didn’'t have a shelter cove at St. Paul
| sl and for a harbor and the work you seen in there, they're
bui I ding the spendi ng beach and they’'re dredgi ng out a
maneuvering basin for |arger vessels to turn around an
entrance channel that went out this way. Two, three years
ago, they conpleted these subnerged reefs outside the main
br eakwat er 3, 000-foot, 1,100-foot reefs to protect the main
br eakwat er .

MR. BLATCHFORD: How did you get supplies on
the island for.....

MR. LESTENKOF: They were lightered in. The
vessel s woul d anchor out here somewhere out here off in the
village cover they call it and they would use a -- they used

to use the biters in the early years. They’' re nade out of
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skin boat design that was towed by a smaller |launch. Then
they also use old LCM s and probably LCM s that could be
haul ed up on the beach to lighter supplies. O course, they
had a runway at St. Paul for many years too. Reeve Aleutian
flew out there and at the |ast public hearing, | passed out
the executive summary to all of you fromthe Corps of
Engineers on their -- it was an executive sunmary fromtheir
general reevaluation report they conpleted in Novenber and |
gave the full copy to G eg Cashen and this to point out
project cost and benefits and the federal governnment will be
covering 2-1/2 mllion but on snmall boat harbors, they don’t
pay for small boat harbors and the non-federal cost of the
smal | boat harbor is right there, approximately 7.85 -- 7.8
mllion and the ben -- they canme up with a benefit to cost
ratio of 2.4 for benefit to one for cost and that’s nade up of
t hese nunbers here, the average annual national economc
devel opnment benefit’s 1.9 mllion and the average annual cost,
7.93 so this shows a positive benefit to cost ratio for the
smal | boat harbor being constructed at St. Paul and we al so
feel this harbor will be a benefit to the larger Bering Sea
fleet and hope that it will draw in or attract nore hali but

deliveries fromArea 4-D and it will also provide a safe haven
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if vessels break down to get towed into this harbor to get
repaired and should pronote nore fuel sales for vessels and
shopping for supplies and potentially jobs, I would think.
And this table shows our current set-aside anount
and what we project we could end up with. O course, we're
asking for increased pollock allocation to help us save noney
towards construction of the small boat harbor. Currently, we
have 3.8 mllion set aside or saved up and then in 2006 to
‘08, we would -- if we get a increased pollock allocation, we
woul d |i ke to increase our set-aside. W could even increase
it alittle nore than that if we could afford it because
according to the Corps’ schedule, they plan to start
construction if everything goes well in 2006 and conpletion in

2007.

This is just to show you a couple of our accounts
t hat CBSFA has at Mdrgan Stanley and this is the small boat
har bor set-aside or we got a restricted account or restricted
for small boat harbor construction and we al so have an account
set up for -- to construct a vessel repair facility which I’
go into next. Here's a prelimnary design of a vessel repair

and mai ntenance facility. Earlier, | said we set up a
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tenporary enclosure in a | arger warehouse that’s no | onger

avai lable. W had this plan for several years and it was --
we’' ve been managing to -- last year, we got a little space in
the City's garage to duce that bottom-- repair the bottom of
one boat | was telling you about earlier. W'’re also
considering -- we're also |looking at evaluating -- making this
20 feet longer so we can store our 60-ton crane in there and |
woul d al so need to evaluate if we convert to | arger vessels
whet her this shop can benefit. (Qbviously, we’'re not going to
put a 58-footer in there. | think a 40-footer can get in
there but | believe there will also -- that's -- this is,

right here, a 35-footer vessel in there, two of them and | --
|’ msure there’'s always going to be a small boat fleet around
St. Paul Island that can benefit fromthis vessel repair shop
and we tal ked several weeks ago -- we cane -- talked with the
| andl ord and he proposed that we | ook into maybe getting this
area right here -- it’s one acre -- to build -- construct this
facility, vessel repair facility and it’s in a perfect

| ocation adjacent to the proposed small boat harbor and it’s
very hard to find suitable land to build anything near around
St. Paul Harbor. In the first place, it's very small and very

-- hardly any available land. So next step is we got to go to
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t he | andowners’ board of directors to secure that site.

And as Earl knows, in Decenber 12th, the North
Paci fic Council approved -- 1’1l call it CBSFA s proposa
because i n Decenber, 2003, CBSFA brought the proposal to the
North Pacific Council to ask themto allow Area 4-C | FQ and
CDQ to be harvested in Area 4-D. Since 2002 till now, we’ve
roughly harvested approximately 50 percent of our CDQ
allocation due to lowering catch rates and | ower abundance in
Area 4-C. From 1995 to 2001, CBSFA's St. Paul fishernen, we
harvested, essentially, a hundred percent of our CDQ hali but
allocations and | was at the IPHC interimneeting and they did
a study there. They said it’s not for lack of effort in
Area 4-C. They actually analyzed it and they' re going to show
it at their annual neeting that they say as the catch rates
went down in 2002, the effort actually went up so nore and
nore gear was being laid and this is part of our CDP to try to
maybe i ncrease our |oans to |ocal fishernen but we need to
evaluate different types of ownership scenarios, whether CBSFA
could outright wholly own a halibut boat or with the crab
boats, we like the skippers to own part of it so they can take
care of their investnment and nost of our crab boats have that

scenario so -- and then the small boat harbor and needing to
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go into Area 4-D all sort of fits together.

And I’ mjust show -- |I’mshowing this harvest rate
slide here because CBSFA, we’'re requesting a Pacific cod
allocation of up to 15 percent. W’re at nine percent now and
| just wanted to show that CBSFA has excell ent harvest record
of Pacific cod. Unfortunately, we exceeded our cod this year
and one of the managers takes blanmes for it. He didn't -- he
said he -- | nean, the vessel conpany, not CBSFA nanager but
-- said he overl ooked the A-season | anding and the E-season,
he told the skipper to haul -- catch this nmuch and he did but
he overl ooked the -- a |l anding that happened in A-season and
Bering Sea fixed gear sable fish or Bering Sea sable fish,
nost CDQ groups have had trouble with that fishery in the past
with killer whales that are converting to pot fishing and |
know one group’ s been very successful, Yukon Delta, but this
year, after we purchased -- we purchased several vessels in
2003 and we did a test fishery with the fishing vessel
BALLYHOO, we got invested in sonme pot gear and we were
successful in harvesting 96 percent of our sable fish. W
have a very small allocation, about 90-sonething thousand
pounds. It's not really a viable fishery but we think that

CBSFA with our vessel and our vessel ownershi -- owner, Rick
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Vessage (ph), is part owner of the vessel. He' s a forner
fisherman, feels pretty good that we can handl e and nake a
successful fishery out of the Bering Sea sable fish

(i ndiscernible - sinultaneous speaking).

MR. THORPE: | mght add one note here. This
is one of the vessels that we manage in ny subsidiary and we
specifically started investing in trying to develop the sable
fish/pod cod fishery for a lot of reasons. W think that’s

where this fishery’ s going because of reduced bi peds but also

as we develop this fishery -- and we did pretty good in our
first year -- it is a fishery that can be landed in St. Pau
Har bor and, as | think nost of you are aware, the -- since
1999, our full socus -- our sole focus has been to nake

i nvestnments where ultimately, they lead to | andings in our
harbor and this is one of the nore significant ones that we're
driving towards.

MR. LESTENKOF: Yeah, these -- in 2003, CBSFA
invested in four of these vessels here. The one up here,
FI ERCE ALLEG ANCE, has -- is a AFA offshore catcher pollock
trawer so it has a history there. 1t also has excellent
hi story of crab and these other three vessels have histories

in Aleutian island brown king crab fishery and we -- as you
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can see, they're delivering at St. Paul Harbor so our
investnment in these vessels were used to deliver Opilio. In
2004, Opilio, these two vessels delivered into St. Pau

Har bor. W got a contract with Arctic Star/lcicle Seafoods
and we -- we’'ve been delivering our Opilio CDQto St. Pau

Har bor for processing ever since 1998 when the crab and
groundfish CDQ programwas i nplenented. WMny -- five of the
six CDQ groups were also delivering inside St. Paul Harbor for
many years but they’'re slowy starting to nove out to catcher
processors and el sewhere but this was the first year any CDQ
Bristol Bay king has been brought to St. Paul Island and they
were brought in by our two vessels, the BALLYHOO, very | arge
vessel, and the FIERCE ALLEG ANCE, very |l arge vessel also and
it was so rough out there, the Trident’s open access boats
didn’t make it in but our boats cane in later so this is the
first tinme Bristol Bay CDQ -- red king, Bristol Bay king crab

CDQ has ever been brought to St. Paul Island and then |’1

just go over one -- this one here. This is nme, of course,
this -- in Novenber and we contracted with Trident Seafoods to
custom process and -- with us and a lot of the -- a majority

of our crab, we had a 70 sonething thousand pound Bristol Bay

CDQ and | think 60,000 pounds of it was processed into whol e
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cooked crab for especially one buyer so a |l ot of our crab went
into this one. Ended up about $70 for one of those crab at
whol esal e price so that increased CBSFA s processor profits we
call it and I'll turn it over to Steve M nor

MR, THORPE: | would say -- this is Jonathan.
The other thing 1'd like to add to this too, by the custom
processing grant we put together, we also realized about an 80
percent recovery rate on the whole cook -- product as well so
we were able to get a great return on our Bristol Bay fishery
in the harbor. It was just a fantastic arrangenent we had
with themthis year and we well exceeded the budget on our
Bristol Bay revenues for the year.

MR. LESTENKOF: Ckay. You're the next one.

MR MNOR  Again, I'm Steve Mnor. |’ve
managed MSDH which is a wholly-owned subsidiary of CBSFA.
Goi ng back just slightly, in 1999, the Opilio Snow Crab crash
specif -- dramatically inpacted both St. Paul and CBSFA. At
the time, St. Paul’ s econony was about 85 percent dependent on
that single fishery and CBSFA was about 40 percent dependent
on Opilio revenues and so it whacked us pretty hard. Over the

year or so follow ng that, we enbarked on sort of a dua
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strategy and Phillip’s outlined one of them The first was to
do everything we could to support and expand and naxim ze
return on the local halibut fleet fishery because that is the
| ar gest single source of enploynent and househol d i ncone on
St. Paul. W -- in the sumertine during that fishery, we
enpl oy about a third of the enpl oyable people on the island so
it’s a very significant formof enploynent and househol d
i ncone. The second was to enbark upon a nore aggressive
strategy to develop landings of all Bering Sea species in St.
Paul . W have the uni que advantage of being at the center of
nost of the Bering Sea fisheries. You had seen all the
construction going on in the harbor. 1t’s right on schedul e.
at the sane tine, we got aggressively involved along with the
City in crab rationalization and our first step was to get
regi onal | andings requirenents for the Pribilof Islands so St.
George and APIDCA are al so benefitting fromwhat we consider
our effort al nost exclusively to get regional |anding
requi renents of crab. That’'s been acconplished now and the
second was to start investing pretty aggressively in first
crab assets and then, nore broadly, catcher vessel assets so
that we could directly participate in getting product into St.

Paul Harbor and also directly participate in the processing as
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well as the harvesting. Phillip earlier showed you the first
four votes that we acquired in June of 2003, the FIERCE

ALLEAQ ANCE, the EARLY DAW, the SHI SHALDI N and t he BALLYHOO
|"d sinply point out of those first four boats, three of them
t he BALLYHOO, the SHI SHALDI N and the EARLY DAWN represent

al nost 20 percent of the Aleutian Island brown crab fishing
gquota under the crab rationalization programso you can see
that they' re 18.474 percent. That, again, was a very

consci ous decision on our part not to be conpletely dependent
on just the Opilio and Bristol Bay fisheries but to start

di versifying our portfolio as we are acquiring these assets.

|f there’'s anything we understand, it’s crab so we’re now one
of the largest participants in the brown crab fisheries in the
Al eutian Islands were fairly significant. 1In the harvesting
of the other Bering Sea fisheries, we now -- even though we're
a part owner of Anerican Seafoods, albeit a smaller one, we're
investing fairly aggressively. W now have three catcher
vessel pollock boats with about 22,000 netric tons of pollock
anongst them and, you know, under AFA sideboards, we al so have
about three mllion pounds of cod available to us. Now, the
pollock right nowis still going to Dutch Harbor. The cod

we're actively working on a programto start getting that
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| anded into St. Paul. |It’s probably going to take about five
years because we have di scharge issues that are going to
probably require a fish nmeal plant but we' re | ooking at that
as a coop with the other processors in town but we ve gone
from-- in under 15 nonths, we’ ve gone from having two ot her
crab boats that were virtually bankrupt to now being a major
pl ayer in the ground fish fisheries and the crab fisheries of
the Bering Sea and the Al eutian I|slands.

Again, we’'re a little bit different than the other
groups in that we're really focused on bringing stuff ashore
because of our location. Do the next slide. W brought a
package to discuss this in the executive session if you w sh
to discuss it. | think nost of you are aware the other thing
we did under crab rationalization is we started seeking
processor investnents. W’re about to submt a substanti al
anendnent for one. |If it all cones together the way we’'re
expecting, you can see we're going to be just as large on the
processing side. | was neeting with council staff today to
make sure we do it wthin the rules of the crab program but
again, that Aleutian brown crab fishery, we would control nore
than half of the eastern district, 20 percent of the western;

Qpilio, about 14 percent of all of the processing quote;
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Bristol Bay, alnost a quarter. W have -- because this is
such a large project, we have invited two other CDQ groups to
participate. They both indicated that they are going to
participate with us in this project. W would be happy to
tal k about it nore in closed session if you d like to but this
all of a sudden takes CBSFA frombeing a relatively snal

pl ayer five years ago to we wll be one of the |argest
harvesting and processing players in the crab industry once
this deal’ s closed and we’ve integrated everything which is --
the integration itself is going to take us about a year with
crab inplenentation. The crab program bei ng i npl enent and
everything has got to be done and us making sure we don't step
over the antitrust boundaries. |It’s -- we still have a | ot of
paper work ahead of us but the deal is signed. The
substantial anmendnent’s comng in probably within the week.
Bot h boards have approved this unaninmusly. |If we can do the
next slide?

There’s a lot nore | could say about MSDH but |
think nost of it’s in the area of confidential information so
| think we'll turn it over to Jonathan here to wap up

MR. THORPE: This is Jonathan Thorpe again.

This is a slide that | think we presented at the | ast public
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meeting and it, essentially, shows our gross asset growth and
our net asset growth over the |last nunber of years. As you
can see, we’'ve had trenmendous growmh, a large part due to
Aneri can Seafoods. The investnent we have there has certainly
returned a significant anmount of noney to CBSFA and we’ ve been
able to take that noney and nake the investnents that have
previ ously been tal ked about in these vessels. W are at a
poi nt where we have probably | everaged the assets that we have
to the extent that they’ re capable of being | everaged and we
have taken the cash proceeds from Ameri can Seaf oods and spent
the mpjority of the cash we have avail able as far as
unrestricted cash goes and so as we nove along and we talk
about sone of the other things and sone of the reasons for
t he, you know, requested allocations, we're |looking for is --
you know, although we -- we’ve seen sone trenendous grow h,
we’'ve also utilized the resources that we have to nake a play
on the crab industry and pick up sone quota on other ground
fisheries.

What 1'’d like to do is talk about sone of the mgjor
financial issues that CBSFA has faced and to whatever degree
we’ ve overcome and been able to sustain as a viable CDQ

organi zation and not only survive but, in fact, grow. One of
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the things that CBSFA has faced in the past is a -- right now
we sit at half of what our original pollock allocation was and
| osing over 50. At the tinme, it went from 10 percent to four
percent or to eight percent to four percent to five percent to
four percent to five percent. There s been quite a bounce in
the pollock allocation we've had but, essentially, we said
about half the anpunt of pollock and CDQ al | ocati ons but the
response, essentially, was let’s figure out how to get nore
out of it and through sonme aggressive negotiation, our royalty
rates on pollock have increased by a third and have
substantially hel ped our revenue stream nai ntain sone
stability.

The next major issue that CBSFA has faced over tine
was the crash of the Opilio stocks. Again, this was touched
on earlier. The response of CBSFA was to work with the City
of St. Paul and through these joint entity efforts, have
hel ped pass crab rationalization and, again, the major effect
of this is going to be a huge stabilizing effect on the
econony and the community of St. Paul. | think Steve
certainly could be a little bit nore specific with the nunber
of -- percentage-w se, the nunber of |andings that are going

to have to show up at St. Paul but it’s a major inpact. |It’s
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a -- it's sonething that CBSFA essentially has to do to
survive. | nean, we -- we’ve been struggling. W’'Ill talk a
little bit here at the very end regardi ng our budgets. |f you
| ook at sone of the budgets that CBSFA has had to turn in over
tinme, they' re actually negative cash flow budgets. If they
want to continue funding the projects and setting aside for
the smal | boat harbor that we’ ve been able to set aside not
reliant on American Seafoods but if you | ook at the budgets
overall, they' re net cash flowis a negative on them

The next major issue and a very significant issue
t hat CBSFA has hel ped deal with is the falling harvest rates
on halibut. The reason this is such a significant issue is
that the local fishernmen, the local people rely so heavily on
the incone created fromthe harvest of the CDQ halibut that we
have and starting in 2002, there was a significant decline.
W went from 900, 000 pounds to 600, 000 pounds down to 400, 000
pounds | ast year and | think this year, we harvested right
around 395, 000 pounds total of our CDQ allocation and seei ng
that it was a problemin 2002 and 2003, there was a buyi ng
cooperative put together by CBSFA where we act as the buyer.
We turn around and we work with Trident to market our fish and

sell it out of Seattle. W have sone control in pricing and
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in timng and everything as far as the actual sale of our
halibut in Seattle and through this program we’ ve been able
to cover our fisheries support program and turn around and
i ncrease ex-vessel pricing trenendously for the | ocal guys.
As you saw earlier in one of the slides, you know, the years
where we’ ve harvested 900, 000 pounds, the revenue to the | ocal
econony, the | ocal people, was about a mllion bucks and you
| ook at what we did |ast year, the harvest was half -- |ess
than half is 412,000 pounds and the payout to the | ocal
fi shermen was roughly the sane, it was about a mllion bucks.
So there -- this has been a very successful program [It’s
truly hel ped the fishery survive. The |ocal guys continue to
use this as a source of livelihood. In sunmary, you know, to
ki nd of get a hoo-ah here, it says when faced with seem ngly
i nsurnount abl e financial issues to overcone, CBSFA has
responded with a tenacity that’'s resulted in solid solutions
to the obstacles. W’ve tried to tackle things not only on a

-- you know, froma |egislative managenent, fisheries

managenent standpoint, we -- we’'ve tried to do everything we
can -- you know, be it the |l oan prograns and so on to help the
| ocal econony out there. | would like to point out that we’ve
managed our allocations very successfully. |If you | ook at,
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for instance, the success we had this year at the Bristol Bay
king crab harvest, the extra value we were able to squeeze out
of that, the value we squeezed out of our halibut, the val ue
we squeezed out of our pollock allocations, we -- we’ ve been
very effective in managing the allocations that we’'ve been

gr ant ed.

St. Paul location -- | think we’ve touched on it.
W sit in the mddle of a mpjority of the major fisheries in
the Bering Sea and as a conmunity, we have the ability to be
an econom c engine for the Bering Sea due to our close
proximty of the major fisheries. Something we’'d like to kind
of point out is that, you know, we would |like to have the team
consider the single community group and view us to sone degree
the way the island community of Adak is being viewed while
t hough they’ re outside of the CDQ program they’ re being
al l ocated significant anounts of Bering Sea resources to
devel op that econony because of the inpact they can have on
the Bering fish -- Bering Sea fisheries, Alaska and the nation
as a whole. You look at the cost benefit, the GRR report that
came out for the small boat harbor and the inpact that that

woul d be able to have in the federal view, you know, St. Pau
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is nore centrally located, nore able to do that probably than
anybody as a community and let’s see here, nobving on, we have
significant fishery-related projects that neet the standards
and purpose of the CDQ programin our 2000 (indiscernible)
2000 CBSF CDP. However, if you look at the current royalties
that we can receive wth our current allocations, we don't
have the royalty capacity to fund the projects we’re | ooking
for so we're certainly asking to raise sone of the
all ocations. W’'d point out that we’'ve seen an amazi ng
increase in our total asset and net asset growth which is
great. |It’s true, you know, and the argunent’s out there per
capita. W’ ve probably got high value assets and hi gh val ue
net assets but to the extent we can continue to do projects,
we have very low | evels of cash as we -- we certainly have
cash on hand but rmuch of the cash we have is designated for
projects that have been in previous CDOPs and will continue to
be in CDP's such as the small boat harbor, such as the vessel
repair center. You know, the cash that we have is designated
and if you look at the unrestricted cash that we have, it’s
relatively | ow

CBSFA, wi thout receiving significant increases or

all ocations, we won't be able to participate in the funding of
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future significant CDP projects. | think we'll probably talk
alittle nore in executive session about the opportunity that
we're trying to take advantage of in the crab processing and
further down, it says CBSFA cannot budget in any responsible
manner cash infusions from Aneri can Seaf oods to be a major
fundi ng source for ongoing and future projects. They’ ve
certainly been a help. The -- as you guys are fully aware,
we’ ve seen over $10 mllion over the course of time flowinto
CBSFA t hat has hel ped drive and hel p sustain CBSFA over the
years but it’s probably not a very reliable funding source to
budget with. W’I|l take it when it conmes and smle but it --
it’s not a responsible way to nanage our prograns.

We had requested that the CDQ team eval uate our
current CDQ royal -- royalty revenues and its ability to fund
t hese ongoing and future projects and we respectfully request
the state CDQ teamto devel op our CDP -- to evaluate our CDP
al l ocation based on the intent and purpose of the CDQ program

We believe we have devel oped a CDP that has furthered the
goals and intent of the CDQ program and thank you for your
tine.

MR. LESTENKOF: Thank you. That concl udes our

presentati on.
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MR. CASHEN: Thank you, M. Lestenkof, M.
M nor, M. Thorpe and M. Melovidov. | would |like to take a
five-m nute break and go off the record at this tine.
(O f record)
(On record)
MR, CASHEN. |If we could go back on the record?
W' re back on the record. The -- we’d |like to open up --
have the floor for public comment on CBSFA' s 2006- 2008 CDP
| s there anyone in the audience or on line that would like to

make any public comments at this time? Sir? If you could

MR GROVOFF: 1'd like to just state ny nane.
| work two different halves and.....
MR. CASHEN: You need to get.....

MR GROMOFF:  Oh.

MR, CASHEN. ..... cone forward and if you could
state your nanme for the record and spell it out. Thanks,
Laird.

MR GROVOFF: |I'mE ary Gonoff and |'mal so on

the Central Bering Sea as a board nenber and also I’mon the
Al eut Corporation board and also | work closely with Bering

Equi tech which is a subsidiary of TDX Corporation, with the
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village corporation and ny nane is Elary G onoff, spelled E-I-
a-r-y and last nane is Gonoff, Gr-o-mo-f-f, Junior, and
also I'ma Aleut and | was born and raised on St. Paul.
Phillip is nmy first cousin, going a | ong ways here, and |
would i ke to say is listening to the presentation is that for
-- from-- as a CDQ group observing himover the years, |’m
just a first year as a board nenber and | would say from ny
observation of what they have done and what they’ re asking for
is |I’d be very supportive that | think the -- you m ght want
to consider -- considering really on their quota and what we
have and what they're looking for. | think fromthe
perspective fromthe Al eut Corporation when their association
went fromthe Aleutians and the Pribilofs, we | ook at the CDQ
groups in the region on how to devel op the econony and wor ki ng
wi th and establishing and noving forward. | think their plan
-- their CDP plan works very well and we support it fromny
perspective and I -- I’mnot on this TDX board but from Bering
Sea, Equitech fromwhat we'd ook in the comunity because one
of our goals is to devel op an econony and jobs in the
community and | think this plan supports our plan. | just
wanted to make -- say that on the record, that we're totally

behind it froma regional standpoint and also froma village
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standpoint fromthat point. Thank you.

MR. CASHEN: Thank you, M. Gonoff. |Is there
any other further public comment? Hearing none, we’'ll go into
the CDQ team s questions for CBSFA and M. Blatchford, |1'd
like to take the first question.

MR. BLATCHFORD: \What we’ ve done.....

MR. CASHEN: Laird, you want to catch -- do we
need this up here, this thing here? Wll, we could turn that
off and put a book up in front of it, that’'d be great.

UNI DENTI FI ED MALE SPEAKER: |’ m not very
(1 ndi scerni ble) sonetines.

M5. LEAMER: That | ooks excellent.

UNI DENTI FI ED MALE SPEAKER: As long as | don’'t
set the book on fire.

MR. CASHEN: Try holding it down for a second.

You can take it back and just.....

UNI DENTI FI ED MALE SPEAKER:  You coul d just pul
t he plug out.

MR. CASHEN:. Yeah, that’s true. W’re finished
withit, aren’'t we?

UNI DENTI FI ED MALE SPEAKER  Yeah

M5. LEAMER  Yeah, just leave it the way it is
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so the (indiscernible) pulled it off.

MR. CASHEN: Ckay. (Indiscernible -
si mul t aneous speaking). But you can |ower the cover there.

UNI DENTI FI ED MALE SPEAKER: There we go.

UNI DENTI FI ED MALE SPEAKER: Actually shut off.

UNI DENTI FI ED MALE SPEAKER: It’'s shut off.

MR. CASHEN: Ckay. M. Chairman and Phillip
and CBSFA, we’ve spent a lot of tine wwth the questions. W
di vided up the questions. These are -- you nmay have gone over
sone of the answers in your presentation but by asking the
gquestion, we give you another opportunity to el aborate on the
concerns here or the issues that we have before us. W have
ni ne questi ons.

THE REPORTER: Put your m ke on.

MR. CASHEN: Ckay. W have nine questions for
you. | think we have nine questions there and each nunber the
CDQ teamw || be asking a question -- at |east one question.

My question, the question that has been assigned to ne, the
CDQ program has been in existence for 12 years. Pl ease
explain Central Bering Sea’s |long-range transition plan and
investnment strategy to create a self-sustaining fisheries-

rel ated econonmy in the region. What steps has Central Bering
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Sea taken in the current allocation cycle, 2003 to 2005, to
achi eve this goal ?

MR, LESTENKCF: Well, the long-term plan and,
first of all, Iike we nentioned, St. Paul is strategically
| ocated in close proximty to major Bering Sea fisheries and
so our main focus all along has been to develop the St. Pau
Har bor and have a local fleet based out of St. Paul Harbor to
deliver fish into St. Paul Harbor to support the econony in
general and the last CDP, as you saw, we in -- heavily
invested in fishing vessels for that purpose with the |ong-
term goal of using those vessels to deliver fish into St. Pau
Har bor to support the econony and that would get to -- towards
the goal of a self-sustaining fishery-related econony. W'’ve
al so heavily invested in the small boat harbor for many years
and 1'd like to point out that even if we wanted to construct
a small boat harbor |ast year, we -- it was inpossible because
that was following the Corps’ St. Paul Harbor inprovenents
project that -- that's -- they' re still trying to conplete and
t hat got behind schedule with cost overruns and sone
engi neering feats they had to surpass and so investnent in
fishing vessels, developing a local fishing fleet and trying

to inprove the infrastructure within the St. Paul Harbor is
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basically our overall plan, goal and, | think, we're -- it’s
falling in place and we’ve al so suffered setbacks, received
cut in-- major cuts in pollock allocations. W nade a very
good investnent in American Seafoods which, essentially, kept
us afloat and allowed us to grow in spite of | ow revenues from
royalties at one point in tine. The year 2000 after the
Opilio crash, we put together a budget that was $500,000 in
the deficit and we’ve always nmaintained that at a five percent
royalty, four or five percent pollock royalty that we woul dn’t
get very far but we’'ve, fortunately, survived that and
actually grown trenendously -- had trenendous growth and |
hope | answered the question.

MR MNOR | think Phillip summed it up very,
very well, in essence, given our |ocation, our drive towards a
sel f-sustaining econony is based on, really, acquiring both --
acquiring direct access to the resource, not just the CDQ that
you grant us but acquisition of vessels back -- acquisition of
the 1FQ that comes with those vessels as poll ock noves toward
rational -- | nean, check that, as Pacific cod noves towards
rationalization. W have already a real head start on direct
control of -- we got 2.9 mllion pounds of cod under the --

not including CDQ just based on our vessel investnents.
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W’ ve got another mllion pounds under |ease. You know, we’'re

aggressively trying to corral both the assets and access to

the resources we need so that -- to do it in partnerships with
the right partners so that it does not -- so that we increase
our odds of success, | guess, is how we would put it. Pick

the partners carefully and then try to get control of access
to the resource and get it into our harbor, pretty straight
formula. | have had the pleasure of also working with the
City for alnost a decade on the funding issues for the main
harbor and Phillip’s right, that got a little behind. It got
the smal|l boat harbor behind but the U S. Congress, in their
wisdom is commtted -- they ve taken off the budget caps on
that project. It wll get done -- one way or another, it’s
going to get done now so | think we’re on track and | think
the investnents in the last 15 nonths really underscore that
we’'re on track and we’'re pretty consistent about what we're
trying to do here.

MR. CASHEN: Thank you. CBSFA has requested an
increase in their pollock allocation fromfive percent to 12
percent and I was just wondering if you could provide further
justification for your allocation request based on your past

performance of active projects and your proposed projects in
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your -- in the 2006, 2008 CDP

MR. LESTENKOF: Yeah, Greg, a lot of that
request centers on the small boat funding -- the construction
of the small boat harbor and al t hough we have a schedul e there
that’s showwng mllion dollars a year set aside, an increase
of 650,000, we still need to raise another $4 mllion and it
seens like -- to us, pollock royalty revenue mainly -- pollock
is the highest value CDQ allocation, the bread and butter
speci es everybody calls it and to invest in dredging a hole in
the ground is not very profitable. | mean, | don't think --
that’'s the trouble with other entities -- the villa -- St.

Paul entities. That would be a significant anmount of noney to

dig a hole in the other -- well, another |awer that’'s not
going to pay off a dividend and so we feel like this program
being fishery related, it -- this is a great opportunity to

use the CDQ programto get a small boat harbor constructed in
St. Paul Harbor providing |ong-termeconomes and that w |

al so benefit not only the residents of St. Paul but the |arger
Bering Sea fleet and that’s the nmain need for increased
revenues and another thing is to try to | oan sone noney for
our fishernmen | ast year too since fishing’ s slow ng down and

knowi ng we were at the council to get to Area 4-D, we need to
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get larger vessels so we needed nore noney to | oan out to our
fishermen and then we al so buy halibut too. There’'s a point

where we -- we’ve always prepared a line of credit each year

to buy halibut because we’'re spending all our cash investing

in vessels and going to the conpany or CBSFA so it -- cash is
getting very tight for us.

MR. THORPE: And there’s a couple other things
that | can add that are in the CDP too. W'’ve -- you know,
just in working with the other entities and di scussing, you'll
find in the packets that we had handed out, there’'s a letter
that was attached that we’ve just received fromthe Cty of
St. Paul tal king about their ability to continue funding the
smal | boat harbor and, you know, they -- they’ ve directly cone
to request CBSFA step in and start finding some of the
engi neering and consulting and | egal issues wwth that and it’s
there for you guys to look at but the Gty and the councils
basically had reduced their budget to zero. A couple of the
other things that we have in there is we have general harbor
repairs and mai ntenance, the floating docks that are out
there, just the other -- the harbor in general. There's not a
| ot of noney floating around out there that’'s available to do

sone of the maintenance and, you know, CBSFA is | ooking to be
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a source that could help with that. One of the other things

that we’ve -- you know, we’ll, you know, probably discuss here
as pieces fall into place is the ability to buy into process
or quotas or add -- you know, we -- we’ve got a deal on the

table right now W’re going to probably have opportunities
to | ook at northern region quotas and that’s going to be a

substantial investnent at sone point that we have to nake and

we're going to have to put like a -- we’re going to have to
put that noney aside to be able to make a -- an investnent in
the future when we have opportunities. |If you | ook at the

program the right of first refusal on processor quotas they
| eave or consolidate, we’'ll have opportunities to do that but
we’' || need sonme finding to take advantage of those

opportunities.

MR MNOR | guess I'd just like to add one
coment which is if we look at this -- | don’t know t he exact
situation of all the other group -- groups. | suspect we have

one of the highest debt to equity ratios at this point because
we have been aggressive but we’ve gone about as far as we can
go. By the sane token, even that 10 or 12 percent, we' re not
expecting the CDQ programto generate other revenue we need.

Wth MSDH, for instance, with all of the investnents we' ve
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been maki ng, we have it structured so that 70 percent of al
the profits go back into CBSFA s budget for community projects
for the things you ve been tal king about. W’ re being very
aggressive in trying to distribute cash back into the
community with those investnents. W’ ve taken a pretty
aggressi ve posture, as you know, with a couple of them where
we're starting to buy not just the majority share but a
significant majority share of these assets when they think
they’'re going to performall this high 75 percent with the
STARLI TE and STARWARD so we are trying to generate as nuch
cash as we can and get that back into these projects as well.
That’ s all spelled out in our various operating agreenents
bet ween the subsidiari es.

MR, LESTENKOF: Yeah, |1'd like to just nake one
nore comment. W' ve always argued that -- personally that
five percent pollock allocation, being a CDQ group fishery-
related i nvestnents are very expensive -- you know, mllions
of dollars just to get into vessels, the -- and then the
har bor, very expensive infrastructure projects at five
percent, | feel that if we didn't -- if we weren't fortunate
in having a return on our investnent in American Seafoods, we

coul d have easily went bankrupt, | think, as a CDQ group so |
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don’t feel five percent for any group is -- it can't go very
far but we’'ve overcane that, fortunately.

MR. CASHEN: Ckay. Thank you. Comm ssioner?

MR. BLATCHFORD: kay. Thank you, M. Cashen.

M. Chairman, the third question is -- of the Central Bering

Sea is how does Central Bering Sea feel about public
di scl osure of conpensation |evels for key personnel ?

MR. LESTENKOF: Yeah, | nyself personally said
-- been asked that question before that | personally didn't
have any problemw th that and | feel |ike maybe |’ m one of
the | owest paid CEO s.

MR, MELOVI DOV: M. Man?

MR, LESTENKOF: But if it’s required and

desired by the state and NMFS, it’s okay w th CBSFA.

MR, MELOVIDOV: | mght want to comment on
that. | think, you know, CBS has been very vocal on how we
favor (indiscernible - away from m crophone). | think --
yeah, | believe, you know, CBSFA's been very frugal on how we

pay our CEO and | know he’s for sure the | owest paid CEO
anongst all the groups and | think we’'re not out to get rich
off this program W’re there to help our community and see

that the projects are carried through w thout having to be
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scrutinized in this program Thank you.

MR. CASHEN: Thank you. M. Davis?

MR. DAVIS: Yes, Conm ssioner Davis for the
record. Address this to any one of you. 1'd like to know
first what is your plans and -- current and future plans for
enpl oynent with your harvesting and processing partners who
are at sea?

MR. LESTENKCF: Ch, at St. Paul I|sland, we’ve
-- you know, we only have one pool of enployees or one village
CDQ group are not |ike the other CDQ groups that have many
villages or many potential enployees but we’ve had residents
t hat have gone on factory pollock factory trawlers and a | ot
of themlast one or two trips and they don't really like that
lifestyle. | think we have a problem they' d rather |ive on
St. Paul and get sone other type of job and our hali but
fishery attests to that. | nmean, we have a | ot of people that
like to do the halibut fishery, participate in the halibut
fishery and you get to conme back hone. Living at sea on
| arger vessels we have and all that but we haven't had very
many |uck there. W have several individuals that go crabbing
and we have, you know, a couple individuals right now that

want to get on these vessels for Opilio and al so get on the
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pol | ock catcher boats and we’ ve had presidents that have been

on the -- our partners’ long line but it doesn't seemlike the
-- they last very long. | can inmagi ne other groups, they got
so many people, they can -- one set can turn a -- | nean, give

that up because they don't like that grind and then they can
find nore people to replace and naybe their statistics are
better but | don’t know, if you |look at how long a single
i ndi vi dual stays, |I'msure there are a few but | think they
have a high turnover rate in any kind of fishery. | nean,
crabbi ng even, for instance, there’s a very high turnover in

crew nenbers in any fishery. Just seens to be the nature of

t he beast.

MR MNOR If I could -- you know, how you
| ook at enploynment is -- there’'s lots of ways to | ook at it
and, | think, you know, one of the things that clear in St.

Paul is that when you | ook at our halibut fishery, we suck up
all the available |abor there is during the summer so, you
know, when we’ve.....

MR. DAVIS: Yeah, well, let nme ask you that
(i ndi scernible) further question one. What about what’'s your
enpl oynent plans for on the island, people based on the

i sl and?
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MR MNOR Well, | can tell you our thinking
on the issue and we’'ll see if our theory proves out. Wen you
consider that in the halibut fishery, we have a | ot of people
that are -- fairly nodest wages sitting there in the rain
baiti ng hooks. | don't think there is any unwillingness to
work. \What there is is thereis, as Phillip has said, a
desire to return hone at night and so they -- there’'s -- we’ve
had participation with people going at sea for extended
periods but never high participation because there’ s been
alternatives. | do think though as we start rebuilding the
processing industry in town as the fleet noves towards 58-foot
boats and away from 26-foot boats, you know, we’'ll| create
opportunities that'll be filled fairly quickly. On the MSDH
side with the vessels we have, we’' Il place peopl e when they
want to work and, you know, we have a fairly consistent but
| ow nunber that want to do that. Again though, it’'s a
slightly different situation because people like to go hone
and they’ ve been able to do that.

MR. DAVIS: \Wat about -- David, what about
jobs in processing plants or that kind of work?

MR. LESTENKCF: There are several individuals

that work in the plants there, like Trident, already and
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they’'re | ow pay, |ong-hour jobs and generally, they' re like,
think, the last resort jobs but we try to -- | nean, | think
we have a excellent enploynent record in the seasonal hali but
fishery. Most fisheries are seasonal anyways but we have a
tremendous enpl oynent record in the local halibut fishery
where people want to privately own their own boats and manage
their owmn boats and they go and harvest their CDQ hali but.
That’ s very successful and | think that nore than nmakes up for
the small amount of people that go out on factory traw ers at
sea and it’s a very rough lifestyle to be out at sea for a
long tine and | wouldn’t blame them |[|’'ve been in a factory
trawl er parked in Seattle and it’s like -- you know, it’s |ike
working in a dungeon but there’s noney there and people at the
| ast resort will do sonmething like that at St. Paul.

MR. DAVIS: Thank you.

MR. THORPE: |’'d add one other thing. |If you
| ook at sone of the projects, | would -- you know, we haven’t
seen what there' Il be for enployees but |1’'d inmgine you’'l
start seeing -- as the small boat harbor’s conpl eted, you may

have sone |onger-term dock security, things Iike that. You
know, 1’d imagine as your bus or repair center gets up and

running, if it’s supporting nore than just a small -- the
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| ocal small boat fleet and there’'s nore repairs that m ght be
taking place out there, there may be opportunities for

mechani cs or sonething like that to have |longer stints of tine

where they’ Il be working and not on vessels as well.

MR. LESTENKOF: | -- yeah, 1'd also like to add
-- he just remnded me -- on this construction of the smal
boat harbor, we -- we’'re saying that this would be very good

for St. Paul, we're telling the other entities, because the
hal i but fishery declined and the crab declined and they’'re
constructing -- doing high wages and several individuals are
working with the St. Paul Harbor inprovenents project, very
hi gh wages and we -- | forgot that -- the construction of a
smal | boat harbor will ensure sone very high Davis Bacon wages
was anot her benefit, sort of |like a construction econony while
the halibut is slow and crab is down so hopefully, if
everything went well, the crab woul d rebound and hal i but woul d
-- can go to 4-Dso that -- it’s alnost like a perfect thing
to have this small boat harbor done when fishing is slow

MR. CASHEN: M. Krygier?

MR. KRYA ER W had Comm ssioner O Cl eary,
Labor, testify to us earlier and he brought forward that the

Governor particularly -- and, of course, it was the Departnent
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of Labor -- was very interested in nmaking sure jobs from
Al aska nove into these and so we want you also to think about
because you’' |l have sone control over ownership of sone of the
vessel s and various things, if people in St. Paul or St.
CGeorge don’t want to go on sone of these vessels or, you know,
they would rather work nore in the area, think first then
where is the next place in Al aska where you can encourage your
partners to hire there first rather than goi ng outside of the
state and we want you to put that high on your |ist because
it’s very inportant that we hire Al askan and from each of the
-- that way you can spread the benefits to the CDQ conmunity
outside of the 60-some conmunities of Western Al aska into the
rest of Al aska and we can benefit as Al askans and so | think
it’s inportant to renmenber that.

MR MNOR If I may, Earl, in the MSDH project

whi ch has al ready nmanaged the vessels we have, you know, we’ve

had -- the ol dest vessel we have in the fleet is -- we bought
15 nonths ago and nost of them we bought recent -- even nore
recently. W have start -- starting next year put in a

outreach to try to get out and start doing exactly what you' re
saying, trying to get sone nore slots filled fromw thin the

state and within the region.
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MR. KRYA3 ER.  Ckay.

MR. DAVIS: And just as (indiscernible) raise
the plan, | forgot to tell everybody that we have had one
probably comment that you didn't get to hear. That was
Comm ssioner O Cleary. He appeared at API DCA and asked t hat
all six groups be aware of his public testinony which was,
essentially, what Earl said, that the Governor’s got a jobs
program whi ch includes maritine training. The state will be
providing funding for that training and wanted all the groups
to know about that opportunity.

MR. LESTENKOF: Yeah, I'd just like to add that
we do occasionally fromyear to year have other Al askan
residents come into St. Paul and crew on our halibut vessels
or even fromSt. CGeorge or -- it has happened already in the
past where other Al askans participated in our fisheries.

MR. THORPE: | should point out that I'm
anot her Al askan that is living in our CDQ community that is,
obvi ously, benefitting fromthe program and have a job because
of the program | live down south in Sol dotna and, you know,
through a series of events, this has worked out and been an
opportunity for ne so.....

MR KRYGER Now, |’ve got a question that’s a
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little open-ended and, certainly, if you have plans that are
proprietary that you re going to share with us later, don't
include those in this -- answering this question but -- and |
-- you did give us a pretty good overview and | just wanted to
kind of tease this out a little nore. Because of crab
rationalization, is there any things that you want to
hi ghlight to the group that you have in your 2006, 2008 CDP
that relate to kind of how those plans fit together and, in
particular, | think you did cover about the golden and red
crab. Now, the golden crab would fit in with where you have
your allocation fromyour vessels that have the brown crab

MR. M NOR  Absol utely.

MR. KRYGER The red crab is further out.
That’'s Petrol Bank and is there.....

MR M NOR W also have.....

MR KRYG ER G ve us sone idea how those
pi eces go together and what you’'re planning on fromcrab
rationalization and utilizing that in your PD -- your CDP s.

MR MNOR Sure, | -- maybe | can break down
sort of the two pieces dealing with the -- actually, the crab
addendum first. The eastern and western Al eutian brown crab,

gol den crab, whatever you want to call it, fisheries as well
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as the Adak red crab fishery of -- are very specialized. In
the Al eutian Island golden crab fisheries, there’'s only 13 --
well, 12 or 13, | don’t know after the buy-back -- ultra
vessels -- we’'ve got three of them that’'s why we have so much
of the quota, because it’s not a typical pot fishery, it’s a

I ong-line pot fishery so we expect and we’ ve al ready got an
agreenent with APIDCA -- we expect once people realize this is
a very specialized fishery, we’ve got the hardware and the
expertise to do it, then we'll play a pretty big role. As you
saw in -- it is an area that 1'd rather -- be nore confortable
di scussi ng behind closed doors. W will also end up with a
very -- once we consunmate the processing deal with a very

significant share of the processing quota in that region for

those two species, we will -- we’ll have both. W’IlIl have the
| FQ and we’ || have the specialized gear and expertise and
we' Il have the processing quota for both of those species.

The Adak red crab under rationalization is allocated to the
processors based -- using exactly the sane fornula as Western
Al eutian golden crab so we’re such a significant player there,
by default, we end up as a significant player in the Adak red
crab so in terns of the crab addendum and those two new

species, wth the exception of one other CDQ group that has
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heavy harvester investnments but no processor investnents,
we’' re probably the biggest CDQ player in those fisheries once
this final deal is put to bed.

In regards to -- I'msorry, remnd ne agai n where am
| goi ng next?

MR, CASHEN. Well, you could always -- you took

MR MNOR Ch, inregards to 2000 -- in
regards to 2006 to 2008, | think, you know, St. Paul, we're a
crab- dependent community. W really understand it, you know,

and we have invested not only heavily in harvesting and

processi ng assets, we're -- and it’s referenced in the CDP up
north in St. Paul Harbor -- our processing relationship wll
not just be a direct investnent and it’ll include in a joint

venture with a couple other processors to achieve
efficiencies. W’'re way out ahead in ternms of sort of trying
to be at the center of everything that goes on in the
Pribilofs with breadth. | nean, all the way down to it’s our
intention to nake -- to do sonme quota swapping with our boats
so that we can be central to the coops that formup there.
You know, we -- we’'ve -- we got a pretty detail ed approach to

crab. It’s the one thing that we're really, really focused
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on.

MR, CASHEN. Good.

MR, LESTENKOF: | -- I'd like to add -- | don’t
know if it answers your question but at the board |evel,
recall that we’'re already leery on investing in nore crab
vessel s because we struggled with two vessels we had since ‘96
and ‘98. W invested in two other vessels that they -- but
they didn't have Aleutian crab -- they didn't fish Al eutian
brown kings and they didn’t have a history and that and we
vi ewed these four vessels with a board-diversified species
that would make it nore stable plus one of them had pol | ock.
The FI ERCE ALLEGQ ANCE had pol |l ock so from our investnent
perspective, we thought this was nore safe investnent since
they had nore variety and the other vessels went under when
the Opilio crashed but we're fortunate, we sold one off and
one is approved in the vessel buy-back so we’ll pretty much
break even on those two vessels.

MR MNOR As a last note, we -- we'd like to
take full credit but, of course, sonetines it’s just | uck.
First of all, I want to acknow edge that St. Paul woul d not
have gotten regional |andings of crab except for the help of

the state. W were shut out of all the neetings four years
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ago, as many of you know, and it was the state comng with us
to D.C. and sort of getting Ted Stevens to weigh in that
changed that and we’ Il always be aware of that. Second, we
started buying fairly aggressively before people really firmy
bel i eved crab woul d happen and we were recently nmade an offer
on one of our crab boats that we bought just 15 nonths ago

t hat was double what we paid for it so our investnents in crab
harvesting assets are very well tinmed. So we' re quite happy
with the way this is going right now

MR. CASHEN. Good. Ckay. Thank you. Ms.
Leaner, do you have -- want to take the next.....

M5. LEAMER: This is Lola Leamer. In 2002, the
council recomended an al |l owance for 20 percent of the annual
pol l ock CDQ royalties that may be spent on in-region
sust ai nabl e non-fishery rel ated econom c devel opnent proj ects.

What’s CBSFA's plans, if any, for this all owance and how w ||
it benefit their communities?

MR. LESTENKCF: Well, when the counci
addressed anendnent 71, they approved it in 2002. | believe |
was in Dutch Harbor. Wile they were addressi ng anendnment 71
in the fisheries versus non-fisheries, actually, CBSFA s

position through that process was that we didn’t support non-
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fisheries related investnents. Just because, as you can see,
our proximty to the resource and we still need a -- nmjor
investnents in St. Paul Harbor, we took a stance that we
didn’t support any non-fisheries related investnents. O
course, we lost but -- so we know that we could spend 20
percent now that’s not inplenented but we haven't really --
we’'re investing right now pretty nuch -- we’ve got so much
fishery-related projects we're trying to conplete -- nmainly,
the harbor, stuff like that, so that's where all our focus has
been right now. W have that in back of our head that we're
going to be able to and | believe they asked us not to conme up
wi th any maybe that is part of the CDP, not fish-rel ated

proj ects.

MR. THORPE: Yeah, | gue.....

MR. LESTENKOF: A hotel cones to mnd. W need
a new hotel .

MR, THORPE: Yeah, I'd -- | would just kind of
add to that as well. Again, as we’ve pointed out, you know,
the royalty streans that we have right now probably aren’t
sufficient to cover sone of the existing projects we have and
certainly wouldn’t be enough to fund future projects so

they’'re -- you know, although we know it’s out there, it’s
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certainly not sonething we've taken tine to budget for
because, you know, 20 percent of the pollock royalties that we
do have just isn’'t going to be enough to do a whole |ot of --
or make a whole lot of inpact for us. So when you're
budgeti ng on negative cash flow, it -- it’s certainly not
sonet hi ng where you can start eval uating outside of the
fisheries you re trying to develop. So.....

MR. CASHEN: Thank you. M. Black, do you want
to take nunber eight?

MR. BLACK: Yeah, obviously, your presentation
-- this is Mke Black and your presentation certainly focused
on the St. Paul Harbor projects and the small boat harbor. |
had sonme questions about that. One, the relationship of the
City in that you are a one-comrunity program can you explain
the rel ationships of the Cty and your organization as far as
t hat harbor’s concerned? O course, the construction is a
shared responsibility. |Is that a shared funding is what we're
tal king about, as | understand it? And how about after it’s
conpl eted, what would that be?

MR, LESTENKOF: Well, up to now, we’ve had our
own set-aside fund we created back in 1999 just saving noney

and the City and other entities |like the village corporation
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back in, I would say, ‘92, ‘93 already -- before the CDQ
programreal ly kicked off, we were already discussing a snal
boat harbor for many years and we're not really partners on
that except that the Gty is the |local sponsor -- recogni zed
| ocal sponsor that would apply for the tidelands in that area
and there’s sone upland owners that are involved that -- so
the village corporation’s involved and the tribal governnent’s
got sone waterfront |and so everybody is nore or less tied
t oget her because of |and issues but Gty has budgeted annually
and that’s what this letter is about. They had -- they' re
starting to cut their budget and they feel |ike the CDQ group
could afford this engineering, consulting and naybe sone | egal
i ssues of lands and they sent us a letter just yesterday. GCot
it at the airport. They had their budget neetings but we're
not really jointly together but Gty s been spendi ng noney on
pl anni ng and desi gni ng and | obbyi ng and consul ti ng and t hey
felt like they can’t afford all that anynore and maybe the CDQ
group could afford that right now

MR. BLACK: And then once it’s constructed,
obvi ously, operation, naintenance, managenent, so forth are
all responsibilities of any particul ar organization or the

group?
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MR MNOR My -- maybe | can a -- you know,
we’' ve tended to focus appropriately so for CBSFA on the snal
boat harbor but there’'s two different projects, the main
harbor, all the neighboring basins and channels and then the
smal | boat harbor. W haven't spoken today but this m ght be
the time to just say we also have a relationship wth the
community in the main harbor because there is only three
| ocations in the harbor to build processing plants. One of
themis the -- if you renenber on the aerial, there’s -- you
got the main breakwater and there’'s a berth there with about a
400-foot ship in there in that aerial photo. W control the
berth in the uplands. They're a lease fromthe Cty. So, you
know, Phillip’'s been nostly addressing the small boat harbor
as we go forward, the construction of all the non-federal
pi eces plus the operation and mai ntenance of that will be a
CBSFA responsibility. In the main harbor, that’' Il be a Gty
responsibility wwth the exception in that berth which w |
becone a responsibility of MSDH and our partners once it’s up
and running. W’ ve budgeted next year, for instance, the
nmoney to go in and do a survey early in the spring because we
think there mght have to be sone dredging in the berth before

the -- it’s occupied next fall under crab rationalization so
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we're starting to spend noney in the direction of the main
harbor too in the piece that -- where we’re going to be
putting our project but, you know, there is a bit of a
dividing line. CBSFA, the small boat harbor nore and nore is
becom ng our responsibility and the main harbor is the Cty’'s
with the exception of the berth which will probably be MSDH s.

MR. LESTENKOF: Yeah, 1'd just like to add on
this letter fromthe Gty nanager, they say they still want to
remain the |ocal sponsor for this small boat harbor project
and the federal project. On the federal cost side, 2-1/2
mllion is the federal Corps nonies and | think the Gty as a
| ocal sponsor nust cone up with about $678,000 and |’ m hopi ng
that they -- they’'Il allow nme the state |l egislature for that
share but we're also willing to cover that cost if we could
afford it as a CDQ group.

MR. BLACK: Just followi ng up on that then, has
the Gty -- because of a partnership between the Cty and
yoursel ves, |I'’massumng the Cty has found a great deal of
benefit fromthat partnership and, obviously, it seens to have
injoint projects. |I’massumng also that the Gty wll find
it beneficial fromthe standpoint of |andings, processing and

fish tax or that sort of thing which will allowthe Cty to
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inprove its health financially and it brings to a question ny
-- sonething that | wonder if you ve thought about. The

rel ati onship between St. Paul and St. George, is there a
relati onshi p? You know, obviously, you' re in separate
organi zations in -- as far as this is concerned but you're,
obvi ously, connected in the sane fishery and | know they’'re
going to participate in the rationalization of crab.
Qoviously, they will get landings in St. George if |I'm
correct. At sone point, that may not be the case. |Is there
any thoughts on that?

MR M NOR  You know, the -- with the
president’s permssion, |1'd like to respond to this one.
During the last CDQ allocation cycle, | actually facilitated
nmeeti ngs between the City managers of the two communities
because we wanted to open up a di scussion about as things
inevitably started to consolidate in the St. Paul Harbor, how

could we work together to share the benefits of that and,

quite frankly, it was the other CDQ group in question that cut

of f those discussions. | nean, we know that it’s an issue
that has to be dealt with but sooner or later, you know,
sonebody’ s going to have to facilitate this because we’ ve

tried and we were deni ed.
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MR, LESTENKOF: | envision that the | ocal smal
vessels from St. George could use the 60-vessel harbor and
base out of -- during this fishing season. Qur fishing

season, basically, is June to Septenber there and the

weat her. .. ..

MR MNOR Mnhmm (affirmative).

MR, LESTENKOF: . .... that they -- they’ ve been
scooting over there the last couple -- mainly |last summer,

they all started to venture over on real nice days and go
shoppi ng and whatever with their small boats and it’s possible
there’ll be roomup in the beginning in this harbor that they

could just use this small vessel harbor and push out of St.

Paul . Their fishis -- halibut’s actually tendered to St.
Paul the |ast couple -- several years to be processed at St
Paul .

MR. M NOR  Thank you.

MR. CASHEN: Thank you. M. Jones?

MR. JONES: Thank you. Laird Jones for the
record. Could you provide a brief update on the flatfish pool
t hat CBSFA participated, you know, starting in 2003 and the
benefits you ve received fromthis relationship? Thank you.

MR LESTENKOF: Well, that's -- Laird would ask
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t he hardest question. Well, ny view of that is there was a
coupl e of groups vying for that and | decided to go with the
maj ority groups and our allocations of Atka mackerel and the
other flatfish, they' re not very lucrative to CBSFA and we get
sone noney out of it but it’s not very nmuch and | guess that’s

why the pool has to be with several groups in order to be --

have a vessel -- have a viable ambunt of quota but | just
viewed it as -- personally as good PR, trying to work with

ot her groups. | know the program here urged CDQ groups to
work in -- cooperatively and that’s basically -- but it’s not

very much royalty revenue in that for CBSFA
MR. CASHEN: Ckay. Thank you. Are there any

addi tional questions fromthe teamat this tinme?

M5. LEAMER | just have one question. Now,
with regard to your -- the letter fromthe Cty manager and
they’'re -- you know, they're stating their economc

di sadvantage in conpleting the small boat harbor plans. Do
they own any waterfront property? They do not? Okay. So
they -- so it wouldn’t be possible for themto in |ieu of
noney be able to trade |ands they can put your boat --
building facility on?

MR M NOR If | could, it’s -- there has
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actually been sone court actions over who controls those
upl ands and this and that. R ght now, they serve the TDX and
we're -- | think we’'re assumng it’s going to stay that way.
It is under appeal by the Cty because there are sone
guestions about how that conclusion was arrived at. Right now
the Gty doesn’t have any waterfront |and other than the berth
at the main breakwater which we have under |ease fromthem
already but that’s the main harbor, not the small harbor
project. In the small har -- boat harbor area, they don’'t
have | and adj acent to water.

M5. LEAMER And you're |leasing that fromthen?

MR MNOR  Yes.

M5. LEAMER  They wouldn’t be wlling to give
that to you?

MR MNOR Well, I think anything s possible.
The | ease, actually, is up for renewal right now and we’'re
movi ng towards -- for inplenentation of crab so we're sorting
out right now what the future relationship mght |ook |ike.
That’ s a good suggestion to think about an outright swap.

M5. LEAMER  You' re going to have a

permanent infrastructure which is future streanms of noney as

far as taxes go.....
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MR MNOR Mnhmm (affirmative).

M5. LEAMER ... .. so it would benefit both

MR MNOR That’'s sort of an interesting
i dea.
MR. THORPE: But | guess the other thing

thing I could point out too, the devel opnment of that berth,

the dis -- sone of the discussions we’ve had will sort of -- a
pretty good portion of the cost that -- that’'s going to cone
to bear to develop that -- the berth is going to conme fromthe

for-profit processors that are going to be joining into a
joint venture to devel op that spot and so, you know, we --
we’'ve got to get to a point where that happens but it’s not
going to be CBSFA bears all the cost to develop that berth.
It’ll be a -- the for-profit entities that will be utilizing
that berth to process too.

MR MNOR Oh, so like the negotiating
angl e, you know.

MR. LESTENKOF: The tidelands right under
the proposed snall boat harbor, the Gty applied for those
tidel ands so there was one idea that the City could turn

around and we sit back to CBSFA for a dollar a year and we
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could acquire all this under the tidelands area and the harbor
area and then own and nmanage it. That was one concept and try
to, you know, have it pay for itself with noorage fees and
stuff like that.

MR CASHEN. Ckay.

MR THORPE: And | -- if | could point out one
other thing too, on sone of the devel opnent, we’'re working
w th one of our processors on obtaining some nonies fromthem
that qualify for the CDQrelated tax nonies and vari ous
projects that we have qualified and so we should see sone of
the funding that we need to do. Sone of us work for the Gty
and the with the Gty conme from sone of our various partners
in the formof grant nonies fromthe -- to get tax credits.

MR. CASHEN: Ckay. Thank you. At this tine,
lI’d -- don’t think we have any further questions. |1'd like to
nove that we go into executive session for specific matters
that -- we have Chris Poag wth the Al aska Departnent of Law

who can di scuss sone of the paraneters of executive session

MR. LESTENKOF: |Is this phone on?
MR. CASHEN:. Ckay.

MR. BLACK: It’s been noved and seconded to go

METRO COURT REPORTING
745 West Fourth Avenue, Suite 425 - 7 1_
Anchorage, Alaska 99501
(907) 276-3876



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

into executive session for the reasons to be stated by the
Departnent of Law. M. .....

MR. LESTENKOF: Well, | was wondering is this
t el ephone out to the public?

MR, CASHEN: It is during the public session
but not during executive session.

MR. LESTENKOF: The public coment or.....

MR. POAG Well, there’s no one there to shut
it off right now

MR. LESTENKOF: | was wondering if it's still
on.

MR CASHEN. It’s.....

UNI DENTI FI ED MALE SPEAKER. | thought the
lights were off so there’s no one on I|ine.

UNI DENTI FI ED MALE SPEAKER: Qurs are not green
so | don't think we' re connect ed.

MR, CASHEN. Ckay.

UNI DENTI FI ED MALE SPEAKER. Ckay. Am | wong?

M5. LEAMER: No problem

MR. CASHEN: Under discussion on the question
whether to go into executive session for the matters to be

stated by the Departnent of Law, Chris?
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MR. POAG Chris of Departnent of Law. This is
the sixth time |I’ve done this and I’mtrying to be consi stent
nmore for the public’s purposes because | think you ve received
our letters explaining what we’'re going to do to the extent
that the public’ s present, |’ m supposed to provide the grounds
t hat support our notion to go in executive session and today
the state CDQ team wi shes to go into executive session under
44, 62. 310 and that woul d be subsection C(3) and (4) and that
C(3) and (4) pretty nmuch cover the sane things and those are
matters of which are confidential under state | aw and the
state law that we're relying on is the Al aska Constitution
That’s Section 1, Article 22 -- Article 1, Section 22, and
that’s Alaska's constitutional right to privacy. It provides
protection for commercial business information which is highly
proprietary and we believe two topic matters are covered by
that today which we wish to, one, have you present information
on and, two, potentially ask questions about and that would be
your business plans for the future and your CDQ royalty rates.

That’ s information for which your right to remain -- keep
that information private exceeds the public’'s right to know.

It would be detrinental to your business and the public’s
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right to know that is not that furthered by disclosure. So
those are the grounds for the notion. |[If the CDQ team votes
in favor of that, we'll close the doors. The tape recorder
wll remain on and |’ve been explaining to the groups what
that neans is nuch |ike the confidential docunents you'd
supplied to us, the state takes the position that this tape
recording and the transcript are confidential and we would
deny requests fromthe public for that information. W would
deny it on the grounds that | stated, that it’s protected by
constitutional privacy. |If that were challenged in -- well,
one, if soneone did request that information, we would
encourage your lawers to get involved and to help us to
prevent that disclosure but, of course, this could end up in a
court and a court would have to decide that issue. [It’s our
hope by keeping a -- an accurate record today of why we went
into executive session and what we do in executive session,
that we can protect you and protect the team and protect the
process. Wthout that, we are, obviously, subject to the
argunment that when we close the doors, we did secret things
that we shouldn’t have done. So that’s an explanation as to
the process, the procedure. Wat we’ ve been doing for the

ot her groups is asking that the president of the corporation

METRO COURT REPORTING
745 West Fourth Avenue, Suite 425 - 74_
Anchorage, Alaska 99501
(907) 276-3876



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

identify who they want to remain in the roomduring executive
sessi on besides the CDQ team because you're disclosing this
private information to them and we want your perm ssion for
you to disclose that to them It usually has resulted in
everyone staying in the roomand the last thing we’ ve asked is
for your blessing to -- for ne to remain in the roomas well
because you’' re disclosing your private information to ne.
It’s information, obviously, we' d get through ny
representation of the team but, you know, we do want your
bl essing on that issue as well.

MR. DAVIS: W have no particular feelings
about M. Poag staying in the neeting. Sorry.

MR. LESTENKOF: So you’'re representing the
state or you work for the state?

MR POAG | work for the Departnent of Law and
M. Cashen calls nme often and | provide |legal advice to him
and the team yeah.

MR. LESTENKOF: Yeah, we don’t have any
objection to the board and board nenber and president of a
subsidiary being in the room

MR POAG If it’s all right, could you just

nane themfor the record so we have their names?
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MR LESTENKOF: So are we -- we approve
Patience Merculief, Elary Gonoff and Rena Kudrin to remain
here during executive session along with |Ivan Ml ovi dov,
Jonat han Thorpe, Steve Mnor and nyself, Phillip Lestenkof,
and yoursel f, Poag.

MR. POAG  Poag.

MR. LESTENKCF: Poag.

MR. POAG Li ke bogue but with a P. Yeah.
MR. LESTENKOF: Ch, Poag. M. Poag.....

MR. POAG  Thank you, sir.

MR, LESTENKCF: ..... from Departnment of Law
MR. POAG Thank you. M. Davis, you have

anything to add to the Departnment of Law s advice?

MR DAVIS: Well.....

MR. POAG Watch this now

MR. DAVIS: No, except to say that we're
reporting this on the advice of counsel given the trend in the
case law not in this state but other states and given the
broad breadth that | think the court has interpreted, the nane
on the state and (indiscernible - interference) Departnent of
Law, we would deemthe information to be confidential and

treat it as confidential. Wth that, the only thing I would
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add if we could close the door. Ckie-dokie. W need to vote.

MR. BLATCHFORD: Okay. |Is there any further
di scussion on the notion? Hearing no further discussion, al
in favor, say aye.

MEMBERS: Aye.

MR, BLATCHFORD: All opposed, say nay. Hearing
no nays, notion passes. Please close the door. W are nowin
executive session. M. Cashen?

(CDQ TEAM GOES | NTO EXECUTI VE SESSI ON FOR TWO M NUTES)

MR POAG I’'msorry, Chris Poag, Departnment of
Law again. W should probably go back into public session. |
just want to clear this up before we get down the road and
things are disclosed and we can’'t do that so if we could
convene back in public session?

MR. BLACK: Ckay. W're back in public
session. Geg?

MR. CASHEN. We’re back on the public record.
M. Melovidov, if you d |like to make your commrents?

MR. MELOVI DOV: Sure. Yeah, thank you, M.
Cashen. Yeah, for the public record, you know, as far as
CBSFA' s concern, that -- you know, having to re cone back to

Anchor age agai n, you know, and having to conme and redo this
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public hearing and com ng back to our normal way we’ve
conducted CBQ public hearings and private sessions, |’ m not
very happy about how -- what happened and | would |ike to say
it’s unnecessary and then CBSFA has to spend additional
dollars that we did not budget and create -- creates a | ot of
hardship for me to have to actually cone out to the private
session and go back home and then having to return back. 1[I'd
just like to say that -- for the record that I’mnot very
happy about what happened.

MR. CASHEN: Okay. | appreciate your conmments
and that’s duly noted.

MR. BLATCHFORD: Thank you, M. Mayor. |Is
there a notion to go into executive session?

MR. CASHEN:  Sure.

MR. LESTENKOF: | nove we go in.....

MR. CASHEN: Oh, wait.

MR POAG | just wanted to provide you’ re not
the only group to object and | wanted to provide the response
| provided to the other groups which is that you choose what
informati on you provide us in your CDP and you're right, there
is a different procedure taking place today and if you choose,

if this cause -- | nean, we don’t nean to chill what you tel
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us and that wasn’t our intention and that’s why we’'re trying
to properly follow executive procedure, to provide that
confidential protection but if we didn't foll ow that process,
we coul d cone back, have to be -- if there were a chall enge,
we could be forced to cone back and do this over again and
then we’d be back at stage one six to nine nonths from now
having to tal k about these sanme issues again so we're sorry
for the additional costs and expense and the burden it caused.

It -- the advice cane fromne. It was a response and maybe
it’s probably, in hindsight, an issue that should have been
addressed nmaybe a long tine ago but things are what they are
and it happened the way it happened so, again, apologize for
t hat but you choose what you provide to us in executive
session as long as it’'s related to those two topics and those
two topics over and that’s your business plans and your
royalty rates. W can’t go beyond the scope of that or the
executive session won't be protected and we, again, don’'t nean
to chill your discussions about that but | understand that you
-- that fol ks have had sone concerns about this new process.
W apol ogi ze.

MR. LESTENKOF: Mron just noved ne to make one

nore comment and, you know, |’ve really just been going al ong
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with the ride wwth all these changes and that ended up here

with this public/private and | tell the guys well, | don’'t
know what to call it anynore, public, private. W used to
call it private and then | -- CBSFA, we didn’'t bring in an

attorney at this point, we were just going along right now
with this new process and we didn't spend a dine which | think
probably nost groups have to review this whol e new process and
| think we’'re just trying to wng it fromnow but it seens

like that this type of process is going to start raising our

attorney fees. 1'd just like to put that on public comrent
but we -- we’ve gone this far trying to just go for the ride
for now

MR. CASHEN: Ckay. There -- on.....

MR. DAVIS: Your objection noted.

MR. CASHEN:. ..... no further public comments,
l1’d like to nove to go back into executive session. |Is there
a second for M. Jones?

MR. BLATCHFORD: It’s been noved and seconded
and there discussion? Hearing no discussion, all in favor of
going into executive session for the purposes stated by the
attorney, say aye.

MEMBERS: Aye.
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MR, BLATCHFORD: All opposed, say nay. Hearing

no nays, notion passes. W are now back in executive session.
M. Cashen?
(CDQ TEAM GOES | NTO EXECUTI VE SESSI ON FOR 40 M NUTES)

MR. BLATCHFORD: Okay. |’'d note that about 10
to 4.00, we’re back in the public record and the Chairman
wanted to tal k about budget matters. You have the floor.

MR. CASHEN: If you want to do so.

MR, MELOVIDOV: Well, | think this m ght be out
of line -- | nmean, we're mainly tal king about this 2005 budget
that’s the current CDP so | don’'t think it’s necessary at this
point to discuss that.....

MR CASHEN: Ckay.

MR, MELOVI DOV: ..... after thinking about it.

MR. CASHEN: |Is there anything further from
anybody, M. Thor pe?

MR. THORPE: |’ve got a request for -- | -- I'm
not sure if the state should perhaps take the tinme and
publish, you know, sonme basic financial statenment ratios that
the groups as a whole. | nean, what our averages -- | nmean,
we have no benchmarks to conpare ourself to as far as what’s

the performance of a CDQ group w thout rel easing, obviously,
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too nmuch confidential information, I'"mnot sure if there's a
certain set of standard financial ratios that al nost every
business in the world has benchmarks within their industry to
conpare to. It’'d be sonething that would be very useful to
eval uat e.

MR. CASHEN: You nmean in the aggregate, all six
groups?

MR. THORPE: In the aggregate, the groups as a
whol e, what it -- what -- you know, debt to incone, you know,
so on and so forth.

MR, CASHEN. We could -- yeah, we could work on
-- work with you on that in the aggregate. W can't re -- you
know, it’d have to be the program as a whol e.

MR, THORPE: Ckay. Ab -- absolutely. Program
as a whol e and then, you know, as we, you know, continue
| ooking at investnents and that sort of thing, you know,
obviously, we’'d be able to evaluate how we conpare if we’'re
getting into a deal that’s probably going to get us in over
our head as conpared to how the other groups are operating as
a whole, programas a whole so absolutely, that’d be very
hel pful .

MR. CASHEN: Ckay.
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MR DAVIS: Okay. This is M. Davis. | think,
Jon, we shoul d probably take your suggestion to the other
groups and -- so that we m ght be | ooking at that but | do
think in terms of also reporting to the United States Congress
about the performance of the groups as we face re-
aut hori zation issue, it would probably be useful of industry
benchmarks as a pretty neat program

MR. THORPE: Absolutely.

MR. DAVIS: So they would understand the effort
that goes into making this all work and | make that suggestion
if you don't mnd, we'll take it to the next level. Thank you
for the suggestion.

MR. THORPE: Please. Yeah. Appreciate that.
Thank you.

MR. DAVIS: (kay.

UNI DENTI FI ED MALE SPEAKER: M. Chairnman, you
have any comments?

MR. MELOVIDOV: No, | think.....

MR, CASHEN. Ckay. Well, thank you very much

for your testinmony and 1'd like to go -- unless the team has
anything further, 1'd like to -- does the team have anyt hi ng
further | should ask. Gkay. |1'd like to go -- conclude the
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heari ng and go off

(Of f

record.

record)

*

*

* END OF PROCEEDI NGS *
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