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PROCEEDI NGS

(On record)

MR. CLOUGH: (Indiscernible - interference)
from Coastal Villages for being here this afternoon. M nane
is Al Cough. 1’mthe deputy comm ssioner for the Departnent.
Comm ssioner Blatchford will be joining us, hopefully, pretty
qui ck. He had another obligation through the |Iunch hour and
he’ Il be com ng along as soon as that’s wapped up. Fairly --
we're structured but we're all friends here so we’'re kind of
go fromthat. Essentially, what is schedul ed here is an hour
for a formal presentation from Coastal Villages to the CDQ
team Follow ng that, the team has an hour set aside for a
specific set of questions to the CDQ group that we'd like to
di scuss and nove through those and then foll ow ng that
di scourse, we have an hour set aside for an executive session
under certain paraneters that the attorneys will bring up and
di scuss as we get closer to that. W'’ ve asked G eg Cashen as
the CDQ manager to kind of be the noderator today and | think
it mght be just -- since we're right on tinme, instructive.
The state will -- we’'ll introduce ourselves to the Coastal
Villages here and if we could get the CDQ group to at | east
i ntroduce the officers and board nenbers or anybody el se you

deem pertinent to the whole group. | would ask peopl e that
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when they are speaking on the record, please nake sure you
have access to a m crophone and if you could state your nane
for the record prior to starting and also spell it for the
clerk who’s trying to record all these deliberations. As |
said, ny nane is Al Cough. [|’mthe deputy comm ssioner for
the Departnent. G eg?

MR. CASHEN. |’'m Greg Cashen, the CDQ program
manager wth Al aska Departnent of Conmmerce.

MR WNEGAR. |'m G eg Wnegar, director of the
Division of Investnents in the Departnent of Commerce.

MR, JONES: Larry Jones, CDQ specialist,
Departnent of Conmmerce.

MR KRYGER |'mEarl Krygier, extended
jurisdiction with the State of Al aska, Departnent of Fish and
Gane.

M5. LEAMER Lol a Leaner, internal auditor for
t he CDQ program of fice.

MR DAVIS: |'m Mark Davis. |'mthe director
of banking, securities and corporations.

UNI DENTI FI ED MALE SPEAKER  Okay, Howar d.

MR. AMOS: |'’m Howard (indiscernible -
interference) and I'’mthe chairman of the Coastal Villages

board of directors and I'd like to introduce M. David Bill
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before we start just so that -- | can’'t hear nyself.

UNI DENTI FI ED MALE SPEAKER:  That’s okay.

MR, CLOUGH Need a m ke, Howard, or just at
| east talk |like a m ke.

UNI DENTI FI ED MALE SPEAKER:  Tal k
(1 ndi scernible).

MR AMOS: |'d like to introduce M. David Bil
from Toksook Bay to say a short prayer before we get started.
Davi d, woul d everybody stand, please?

(I'nvocation by M. Bill in Yupik)

MR. CASHEN: Thank you, M. Bill. M. Crow?

MR. CRON (Good afternoon. M nane is Mrgen
Crow. |I'’mthe executive director of Coastal Villages Region
Fund. 1'd first like to thank the State of Al aska for the
opportunity to present what | feel is a very exciting and
successful programthat’s had the effect of increasing
opportunity and hope to all of the nenbers that we serve. 1[|'d
like to introduce the nenbers of our board that are present
here today. Qur president, Howard Anps, of Mekoryuk is here;
vice president, Oscar Oscar Evon of Kw gillingok; treasurer,
Wassilie Bavilla of Quinhagak; executive commttee nenber,
David Bill, Senior, of Toksook Bay; executive conmttee

menber, Eric A son, Senior, of Hooper Bay. Not able to be
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present with us today are our treasury -- secretary, Tim
Sanmson of Kipnuk and executive comm ttee nmenber, George Smith
of Scamon Bay. They were here two weeks ago for the original
schedul ed hearings but their schedules did not allow for them
to be present at this reschedul ed heari ng.

|’d like to introduce al so ny executive staff and
fell ow presenters, Robert WIIlians, our director of business
devel opnment; Matt Tisher, director of finance; Angela
Pi nsonneaul t, director of fiscal services; Rudy Tsukada,
busi ness devel opnent specialist; Neil Rodriguez, business
devel opnent specialist. Also present are nenbers of the CVRF
staff who can stand up.

All of us are here to serve one purpose and one
purpose only and that’s to provide opportunity and hope
t hrough fisheries-related devel opnent to the 20 conmunities
that we are proud to serve. The CDQ program has had a
tremendous i npact on our region. The region we serve is the
Kuskokwi m Ri ver and delta area with our northernnost conmunity
of Scammon Bay south to Platinum Mekoryuk in the west and up
t he Kuskokwi m River to Gscarville and Napaski ak

Hooper Bay is our nost popul ated community with over
1, 100 people and Platinumis our smallest comunity with 39

residents. To |l end perspective to Coastal Villages conpared
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to other CDQ groups, just one of our communities, Hooper Bay,
has nore people than API DCA and Central Bering Sea conbi ned.
Qur communities are based on a subsistence econony.
Infrastructure is sparse. There are no paved roads. In many
communities road is a sinple little boardwal k barely w de
enough for a four-wheeler. \What are deened as basic
essentials in an urban settings such as a flush toilet are

[ uxuries in our region. According to the 2000 census, 80
percent of our residents |ack full plunbing.

Wth limted marketabl e natural resources, econonic
devel opnent woul d appear to be M ssion |Inpossible. W have no
known oil and gas deposits in our region, as can be seen here
on this graph. You can see our region there. Thank you.

M neral resources are also scarce as you can see fromthis
slide. Tinber resources are unavailable. Even the one
resource we have, fish, has fallen on difficult tinmes. This
graph shows that our region, the red area represents sal non
and the yellow area herring. These two fisheries are likely
the two in-shore fisheries that have sustained the greatest
decrease in value over the past decade. Today there is hope.
CDQ provi des what our region has never had, a renewal resource
that we can build on.

The CDQ program has provided a renewed sense of hope
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to region residents with hundreds of jobs and opportunities
provi ded since the inception of the program Wth a focus on
fisheries-rel ated devel opnent, we have resurrected the dying
sal non, halibut and herring fisheries in our region. Wthout
the CDQ program it is likely that these fisheries would not
currently exist. Qur short-term goal of providing i medi ate
econom c relief has been successful. CQur focus nowis to make
t hese fisheries sustainable by increasing the value of the
fish and decreasing the costs associated with accessing the
fisheries, processing the raw material and delivering the
products to market. Today we are here to respectfully ask the
state allocation teamto consider raising our allocation of

t he speci es awarded under the CDQ program \Wile we have been
successful in providing our region with fisheries-rel ated
devel opnent, there is still much work that needs to be done in
order to create a fisheries-based econony that will be
sust ai ned wi thout the assistance of the quota distributed to
the groups. W take nothing for granted. W nust continue to
work hard to provide both i medi ate economc relief and | ong-
termfisheries infrastructure devel opnment as well as nake
prudent investnents in the Bering Seal/Aleutian Island
fisheries to diversify our financial base for the future. The

needs of our region are so great that we cannot fund them
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t hrough CDQ royalties al one.

Popul ati on and economi c need are two of the primary
factors that are considered during the allocation process.
The people living in CVRF communities represent the highest
popul ation in the CDQ programat 32 percent. The CDQ program
is tasked with creating an in-region fisheries-rel ated
econony. The CVRF region has the highest nunber of resident
permt holders for both halibut and herring. W’re second
only to the mature salnon fishery in Bristol Bay for the
nunber of resident salnon permt holders. O the total
permts held by CDQ residents, CVRF region residents hold 35
percent of all local fishery permts. An indicator of both
popul ati on and econom ¢ need is the nunber of individuals
l[iving in poverty throughout the CDQ program As this graph
illustrates, all of the individuals within the CDQ program
l[iving in poverty, our region, accounts for 35 percent of the
total. A nore recent confirmation of the trenmendous needs of
our region can be found in the Denali Conm ssion’s
determ nation of a distressed comunity. This designation was
devel oped by the Comm ssion in an effort to ensure that
federal funding is distributed to communities with the nost
need. Over half of the total nunber of individuals living in

a distressed CDQ community live in our region. As you can
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see, despite the trenendous progress we have nmade over this
past several years, there is still a great deal that nust be
acconpl i shed before we can confidently say that we have
devel oped a sustainable fisheries-related econony in the 20-
menber conmmunities that we serve.

The al l ocation process nust be a difficult decision
for the state’s CDQ team However, we believe that you wll
make every effort to make these allocations fair, equitable
and defensible for the benefit of all 65 communities currently
in the program The CDQis a public resource that nust be
maxi m zed for the benefit of the people it was designed to
assist. Wiile we continue in our efforts to diversify our
revenue source, royalties fromthe CDQ al |l ocations are stil
our single |argest source of revenue. Wthout the
all ocations, we cannot acconplish our two main goals. One, we
could not continue to deliver benefits and prograns at our
current as our grow ng population and inflation require nore
and nore funds every year and, secondly, we would not be able
to tackle nore costly and | arger-scale infrastructure projects
to bring our comunities to the eventual goal of sustainable
fisheries economes. Al of the CDQ groups including CVRF
dedi cate a portion of their revenues to devel opnent efforts

and a portion of it to investnments. |In order for the program
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to get the maxi mum benefit, the resources nust be allocated to
areas where it is nost needed. Even though one hundred
percent of the revenues we generate every year at Coastal
Villages could imedi ately go to the desperate -- desperately-
needed programnms and infrastructure in our region, our board
has dictated that we nmust invest into the Bering Sea fisheries
not only to diversify our inconme base and, therefore, reduce
our reliance on the governnment’s generosity but it is the only
way that we can insure increased funding for future
devel opment. The benefit of the program nust show both short-
termand | ong-term benefits.

Today we stand before you respectfully requesting a
m ni mum al | ocati on of 27 percent for pollock. This is not
nmerely a restoration of the quota that we had but it is a
realistic increase to nove us closer to what we believe to be
a fair, equitable and defensible allocation based on
popul ati on, econom ¢ need and performance. Using the sane
| ogi cal and defensible criteria and of popul ati on econom c
need and performance, we are requesting a mninmum all ocation
of 20 percent for all other species harvested by a mature
devel oped fleet. However, for those species that can be used
to directly benefit the regions of -- residents of a CDQ

group, we have adjusted our request. W ask that we maintain

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

-13-



our current 70 percent allocation of area 4-E halibut and that
we receive no allocation for Norton Sound red king crab, red
and blue Pribilof king crab and area 4-C hali but.

Again, | would like to reiterate that based on the
goal s and purpose of the CDQ program the 2006, 2008
al l ocation should be based on the defensible criteria of
popul ati on, econom ¢ need and performance. On all three
poi nts, CVRF has the highest score. W believe and can
substantiate that our 27 percent request is fully justified.

MR. RODRI GUEZ: Thank you, Mdrgen. M nanme is Nei
Rodriguez and I’ m a busi ness devel opnent specialist at CVRF
and I'1|l be presenting on sone soci 0o-econom ¢ i ndicators.
According to the State of Al aska Departnent of Revenue' s nost
recent count of 2004 Permanent Fund Di vi dend applications,
CVRF has the highest popul ation of the six CDQ groups. O her
groups will likely utilize census data but we feel this census
data has sone issues in terns of accuracy in rural Al aska and,
as you can see in these slides, both YDFDA and CVRF census
counts reveal a strong indication of an under-count as is
often the case in smaller, nore renote communities and when we
conpare this census with PDF nunbers, it is clear that the
census data reveal s an overstated popul ation for comunities

that have a | arge non-resident transient population. This is
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why we feel the figures fromthe Departnment of Revenue are
nmore accurate in our region.

This graph illustrates the |arge discrepancy between
popul ati on base and pollock allocation. It is hard to imgine
how anyone can believe this is an equitable distribution if
popul ation has any nerit as an allocation factor. |n past
al l ocation hearings, we’ve been told that since we' ve already
had t he highest allocation, we should not ask for nore. Wile
it is true that we are currently allocated the nost quota on a
percentage basis, this does not take into account the
popul ati on of our comrunity. W believe that we represent a
uni fied group of communities that want to take advant age of
econom es of scale in order to maxi mze the inpact. This has
proven to be quite beneficial when investnents are nade.
However, in the area of allocation, the successful attenpt to
uni fy and take advantage of econom es of scal e appears to have
backfired. W do not, in fact, get the nost pollock. W
actually get one of the | owest allocation of pollock relative
to our popul ation.

This inequity is further magnified if we take into
consideration conmmunities that require |l ess financial
assi stance or econom c need. This graph shows an exanpl e of

what the current pollock allocation |ooks like if we conpare
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it to 2004 popul ation and the Denali Conmm ssion’s fornula for
econom ¢ need. Using the nunber of people currently residing
in a distressed coommunity or a community that especially needs
it, the power per capita graph turns into this. The first
colum shows St. Paul which is not distressed and giving them
any allocation blows up the graph. There are no people in
that group living in a distressed coomunity. For APIDCA, one
of their six comunities is distressed so this graph indicates
those individuals receive 614 netric tons of pollock per
person in need. Using the sane formula, BBEDC receives 19
metric tons of pollock per person in need. NSEDC receives 11
metric tons of pollock per person in need and YDFDA receives
8-1/2 nmetric tons of pollock per person in need. Coastal
Villages currently receives less than five netric tons of
pol | ock per person in need, by far the | owest of any other CDQ
group.

This inequitable allocation is not only for poll ock.
In fact, the inequity on a per capita basis is even greater
for other nulti-species allocated. This includes Pacific cod,
Bristol Bay red king crab, Opilio crab and other flatfish
al I ocati ons where CVRF has the | owest per capita allocation
with all these species. Wile population should be one of the

nost major factors in allocation, it is only one of the three
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primary factors that should be considered. As a public
resource, we believe the allocation teamis making every
effort to maxim ze the inpact of this Iimted val uabl e
resource. Therefore, we believe that econom c need shoul d be

anot her primary factor when the resource is allocated to the

various CDQ groups. In order to nmaximze the inpact, the
resource nust be allocated in areas where it is npost -- needed
nost .

One indication of economc need is the lack of job
opportunities in a region. W have already shown that our
region has very limted natural resources. Wile there may be
other factors for |low | abor force participation rates, this is
often used by econom sts to show the | ack of opportunities in
a particular area. The CVRF region has the highest percentage
of eligible |labor force participants who are not in the | abor
force and perhaps the greatest indicator of economc need is
the suicide rates that we feel are a dark indicator of the
| ack of hope felt by region’s residents. This is especially
true in the younger population. The overall suicide rates in
t he Bet hel / WAde Hanpton region are 126 percent higher than the
state average and 353 percent higher than the national rate.
Astoni shingly, the teen rates for suicide are significantly

worse. The teen suicide rate for our region is 310 percent
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hi gher than the state and 1, 848 percent higher than the
national average. It is not a stretch to say the need for
econom ¢ devel opnent in our region is not a sinple matter of
increasing the quality of life and inconme but, nore
inportantly, it may be a matter of life or death for many of
our region residents.

A variety of econom c indicators show a trenendous
need for devel opnent in our region. These include poverty
rates, inconme and a dependency on public assistance.

According to the nunbers conpiled by the 2000 census, CVRF
communi ties had the highest poverty rates of any CDQ group.
When conbi ned with the hi ghest popul ati on base, we have by far
the greatest nunber of individuals living in poverty.

Anot her indicator of economic need is the incone
level. It is the incone |level of our residents relative to
the other communities in the CDQ groups. As you can see from
this graph, CVRF represents the greatest nunber by far of
comunities with an average per capita incone of |ess than
$10, 000 per year. Nineteen of our 20 comunities fall into
this category. At the individual |evel, CVRF region
residents, along wth YDFDA residents have significantly | ower
average per capita incone relative to the other four groups.

In fact, the per capita incone for CVRF and YDFDA is roughly
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hal f that of the other groups. As a result of the |low incone
levels, it is no surprise to see that CVRF region has the

hi ghest percentage of househol ds on public assistance. W
believe that every additional percentage of allocation nade to
CVRF will result in further economc growh that will |essen
the burden on public assistance. By allocating nore resources
to CVRF region, a maxi mum anount of state and federal dollars
coul d be saved.

VWhat we are trying to do is to conpare 20
comunities to the other 45 communities participating in a CDQ
program and how we fit into the program conpared to others in
terms of popul ation and econom c need. W took all 65
communities and used governnent data to come up with this. 1In
terms of popul ation, of the 65 eligible CDQ communities, our
20 vill ages have 32 percent of the CDQ popul ation, 35 percent
of the commercial fishery permt holders and in term of
econom ¢ need, of the 65 eligible communities, our 20 villages
have 36 percent of CDQ individuals living in poverty, 38
percent of the unenpl oynment workforce and 40 percent of CDQ
househol ds are public assistance. The best indicator that we
could find, the one that neasures both popul ati on and econom c
need cones fromthe Denali Conm ssion. The Denali Conm ssion

has spent considerable tine and effort in its start-up phase
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to make their activities bulletproof. They' re building a
program whose projects are desperately needed and their need
to be bulletproof cones fromtheir desire to build a sold
program worthy and deserving of continued funding. They are
tasked wth building infrastructure crucial for Alaskans to
hel p our young state catch up with the rest of the world. In
an effort to ensure that federal funding provided by the
Denali Conmm ssion is being distributed to communities with the
nmost need conpared to the other areas of Al aska, the
Comm ssi on adopted a distressed community criteria as part of
its code. These criteria take into account the best neasures
of econom c need avail abl e, per capita incone, poverty rate
and unenpl oynent rate and are used by the Comm ssion to
determ ne who needs nore help. O the 65 communities in the
CDQ program 38 are distressed, according to the Conm ssion.
For CVRF, 19 of our 20 communities have been deened
distressed. In terns of CDQ population living in economc
need, our 20 villages have 52 percent of the people living in
di stressed communities. |If | can, I'd like to turn it over to
Rudy Tsukada.

MR, TSUKADA: Thank you, Neil. M nanme is Rudy
Tsukada, T-s-u-k-a-d-a. |’mthe business devel opnent

specialist for Coastal Villages Region Fund and now I’ d |ike
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to talk to you about -- Neil tal ked about sone of the social
and economc needs. 1'd like to cover a little bit about the
infrastructure needs in our area.

As you can see, the CVRF region has trenendous
econom ¢ needs. The CDQ program has taken | arge steps to
i nprove the hope and opportunities in our region. However,
with the late contact our region had with the capitalistic
econony and the very limted natural resources avail abl e,
infrastructure devel opnent in our region has |agged far behind
many of the other areas in western Al aska. The need to
develop infrastructure is trenmendous. All of the
transportation and utility infrastructure in our region is
based on a subsistence lifestyle level. This is a trenendous
hi ndrance on both econom ¢ devel opnent and the quality of life
in our region. An exanple of this transportation
infrastructure efficiency can be found in both air and sea
transportation, the only two nmethods of reaching all 20
communities. This graph plots a runway length for communities
with an airport within the CDQ groups. It clearly shows that
the communities in the CVRF region generally have shorter
runway | anes than those of the other CDQ groups but perhaps
the nost inportant fact this graph represents is the fact that

CVRF communities at this current tinme do not have a single

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

-21-



runway in excess of 4,000 feet. This is inportant to note
because this is the mnimumlength of runway where a pl ane

| arger than a Cessna 207 or CASA can land. This neans that in
all six of our halibut plants and our salnon facility, we nust
fly out fish in increnents of 5,000 gross pounds or |ess.

This adds significant costs of flying fish out of our region
as well as air freighting supplies in. As you can see here,
all of the other groups have access to a runway of over 4, 000
feet in which a larger plane such as a DC-6 with a maxi num pay
| oad of 30,000 pounds can safely | and.

The lack of transportation infrastructure is even
nmore gl ari ng when we exam ne the dock and har bor
infrastructure in our region. These are exanples of harbors
and docks in western Alaska. As you can see, many of the
communities in western Al aska have excel |l ent exanpl es of docks
and harbors, many pre-dating prior to the CDQ program For
exanple, St. Paul, St. George, Nonme, Naknek. Qur best exanple
of a harbor can be found in Mekoryuk, this picture here where
t he breakwater protects not a harbor but dry |and for over
hal f the day. Toksook Bay, our nunber two halibut producing
communi ty, has no dock or harbor infrastructure. It is
inportant to note, however, that we do have plans to devel op

deep water regional facility and these two communities have
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been identified as potential |ocations. The best exanple of a
dock we have in our 20 conmunities is in Quinhagak. W |and
nearly two mllion pounds of salnon every year at this sea
wall but this sea wall, in fact, is located in a shall ow eddy
of the Kanektok River. The depth of the water at lowtide is
|l ess than two feet if there’s any water at all. Conbine this
with the fact that our region has only a single |arge high
tide per day and you can imagine the difficult |ogistics that
we nust deal wth.

All the utilities in our region are based, once
again, on a subsistence lifestyle. A good exanple of the
electrical infrastructure is in Quinhagak, honme to our sal non
processing facility. Before the freezers can be turned on, we
must send an enpl oyee down to the City generation systemto
insure that both generators are running at full capacity.
Even then when we turn on our tunnel freezers, it creates a
nmoment of brown-out in the comunity as the freezers power up
This is not good at all for the electrical and conputer
equi pnent that is on the power grid. It is not only the
capacity but it’s also the cost of this infrastructure and
electricity that’'s a major issue. According to the Al aska
Energy Authority data, CVR nenber communities pay the highest

el ectrical costs of any CDQ region. Not only is this a
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hi ndrance to econom ¢ devel opnment but it’s also a trenmendous
hi ndrance on di sposabl e incone and, therefore, progress. It
tremendously increases the cost of our sal non processing
facility and freezing operations.

Water infrastructure is also a major inpedinment to
econom ¢ devel opnent in our region. There is just sinply not
enough clean water supply in nost of our conmunities to
process fish. Qur region has the highest nunber of househol ds
that lack full plunbing facilities. |[If our honmes don't have
proper plunbing facilities, it is unrealistic to think that
there is proper water infrastructure for a | arge-scale fish
processing facility and comrerci al -si zed i ce nmachi nes in many
of our menber conmunities.

The high cost of fuel conbined with the | ack of fue
is another area that must be addressed. According to data
provided to us once again by the Al aska Energy Authority, CVRF
communities have the | owest fuel storage capacity per capita
of any of the CDQ groups. A good exanple of howthis is an
i ssue can be found in Toksook Bay, one of our nost prolific
hal i but producers. After we successfully propped up the
ailing halibut fishery, the residents earned nore incone
|l eading to nore participation in the fishery. Unfortunately,

our success neant that with increasing disposable incone, nore
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fuel is consuned to the point where Toksook Bay during the
cold dark winters ran out of fuel and was rationing. This
rationing of fuel was not limted to just Toksook Bay in our
region. That’'s a brief overview of our infrastructure needs
in the region and now I1'd like to turn the m ke back over to
Mor gen.

MR. RODRI GUEZ: We believe that popul ati on and
econom c need are two of the three primary factors that should
be utilized in the allocation decision. As we have shown, we
have the | argest resident population of the six CDQ groups.
The econom c need of our region is great but opportunity is
[imted by the scarcity of natural resources. W are one
hundred years behind the rest of western Alaska in terns of
contact with industry that, in turn, paves the way for
infrastructure devel opnent. W are trying to nake up for | ost
time and the tremendous economc need with the small est, not
| argest allocation on a per capita basis. The third major
factor we believe that should be considered when alloc -- when
maki ng all ocation decision is the performance of the conpany.
It is no secret that CVRF' s predecessor, Coastal Villages
Fi shing Cooperative, had sone nmaj or performance deficienci es.

I n hindsight, the reduction of quota that our conmunities

suffered was a positive inpetus to awaken our | eaders and
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refocus the conpany on the tasks at hand. W are proud to
report to you that we have not only recovered but we are now
performng at |evels exceedi ng anyone’s expectation. W
bel i eve that our ownership now exceeds that of any other CDQ
group in the pollock, Pacific cod, crab and flat fish sectors.
Across the board, we receive what we believe to be some of the
hi ghest royalty rates of any of the CDQ groups.

Wil e we have nmade significant investnents into the
Bering Sea Fisheries, we have not forgotten our purpose. W
have built processing capacity, increased harvest capacity and
creat ed hundreds of opportunities for region residents to work
at real jobs. W plan to continue to build in-region
fisheries-related infrastructure. W understand why our
al l ocation was cut. Bad performance shoul d be puni shed but if
bad performance is punished, then it should follow that
excel l ent performance should be rewarded and I'd i ke to ask
Matt Tisher, our director of finance, to present information
related to our financial perfornmance.

MR TISHER Hi, |I'’m Mtt Tisher, director of
finance for Coastal Villages Region Fund, Tisher, T-i-s-h-e-r.
The majority of my presentation will be presented at the
private hearing. However, I'll provide sone information right

now. As you can see, in 1998, we were invested in two vessels
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in the Bering Sea. Now in 2004, we currently are owning into
25 vessels. These vessels provide over 1,500 job
opportunities.

We have the | argest pollock fleet of any other CDQ
group. We own 35.13 percent in American Seafoods. W are the
| argest owner in Anerican Seafoods. W own into seven catcher
processors, the AMERI CAN TRI UMPH, the NORTHERN HAWK, KDN, the
NORTHERN EAGLE, the ANMERI CAN DYNASTY, the OCEAN ROVER and the
NORTHERN YEAGER. W al so have the | argest pea cod fleet of
any other CDQ group. W own into six fleet long liners, the
BERI NG PROALER, the OCEAN PROALER, the NORTH CAPE and the LILY
ANN. | don’t have pictures for the PROALER or DEEP PACI FIC

We al so have the largest crab fleet of any other CDQ
groups. We own into eight crab vessels, five catcher vesse
boats and three catcher processors. The BLUE DUTCH is a
catcher -- crab catcher processor. ALASKA ENTERPRISE is a
crab catcher processor. The KAREN LYNN is a catcher boat --
crab catcher boat. The SULTAN, the BLUE ALEUTI AN, the TEMPEST
and the SILVER SPRAY are all crab catcher boats. Now pictured
is the catcher processor, the PADWA

Anot her aspect of performance is royalty revenue.
What have we done with the allocation that we have recei ved?

This line here, a hundred percent, this is the average of the
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ot her five CDQ groups so you can see that we have higher
royalty rates than the CDQ average at all of the five mgjor
speci es; pollock, pea cod, king crab and Opili o.

Anot her aspect of perfornmance is the anmount of
financial benefit we can provide directly to our comunities.
In 2003, we punped in $11.2 million of financial benefit to
our communities. 2.7 mllion was fromour in-shore and near-
shore program This is our CDS plants or sal non and hal i but
projects. Oher progranms generate 2.6 mllion, our 4-SITE
prograns and our outreach progranms and our community |iai sons,
our CPM s and other prograns. Qur in-region infrastructure
punped in about 2.2 mllion, our fishery support centers, our
hal i but plants and our upgrades to our sal non processing
facilities. W punped in $2 million from unenpl oynent
opportunities, our CDS jobs for our halibut plants and for our
salnmon facilities, our offshore opportunities as well and
Aneri can Seaf oods and our crab vessels and our pea cod
vessel s.

Paynments to fishernen in ‘03 was about 900, 000.
This is for our halibut and herring and sal non fishernen.

Al so fishernmen | oans and schol arshi ps contribute to about
500, 000. We have over 44 mllion in nmeasurable direct

financial benefit into our conmunities since 2000 and that’s
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all ny presentation for now |1’Ill give nore over in the
private hearing. |1'd like to turn the presentation over to
Nei | Rodriguez to tal k about the outreach program

MR. RODRI GUEZ: Thank you, Matt. One of the
nmost basi c fundanental s of program devel opnent is to insure
prograns reach the people. W place heavy enphasis on
outreach. Every three years, we undertake an extensive
outreach process known as Ci unnerkam Tangruaritii or in the
village, a CT process, and this process includes extensive
surveys and comunity neetings that strive to directly reach
every region resident for input into our CDP. For the 2006 to
2008 all ocation cycle, conmmunity nmeetings were held in every
one of our nenber communities, surveys were distributed and
our staff received excellent input on the needs and desires of
the community. There was al so an excel |l ent opportunity for us
to present our prograns directly to region residents. On a
daily basis, our board could be considered our nost val uabl e
asset. Qur board is not nerely a group of people that get
t oget her once per quarter but are active on a daily basis to
pronmote CVRF to our residents. Qur board is tasked to attend
| ocal council and city neetings to report on the activity of
the conpany. They are entrusted by the community to answer

gquestions and to act as a conduit of information.
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Qur comunity liaisons known as CL’s who are
supervi sed by our community program managers known as CPM s
handl e the daily admnistrative tasks in-region. These in-
region positions are available in all 20 conmunities that we
serve. The CL’s and CPM s are tasked with the conmunity
outreach, enploynment recruiting and delivery of CVRF prograns.
Anot her vital conponent to our outreach programis the
extensive travel -- extensive in-region travel of our staff
based in our corporate offices in Anchorage. OQur staff takes
a proactive role in insuring that they are -- they fully
understand the situation in the region. Wthout spending tine
in the conmunities we serve, there is no way to fully
understand the trenendous di fferences between village life and
l[ife in an urban setting.

The human interaction that we so value in our
outreach programis suppl enented by extensive outreach that we
conduct through a wide variety of materials. The outreach
materials includes a quarterly newsletter, an annual report,
direct mailings, a website, radio and tel evision adverti sing
and other materials. | would like to now introduce Howard
Anmos to discuss our current and planned activities in our 4-

SI TE program

MR. AMOS: Thank you, Neil. M nane is Howard
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Anmos. |'mthe president of Coastal Village and | reside in
the community of Mekoryuk on Nunavak Island. | would like to
t hank you, Edgar -- is he here -- and the CDQ team for your
time today. Qur 4-SITE program which stands for schol arshi ps,
i nternshi ps, training and enpl oynent was established in 1995.
The goal of this programis to inprove the social conditions
of the Coastal Village Region by creating human resource
prograns that provide entry |evel enploynent and advanced with
the idea we would self-sufficient over tine including a w de
range of training prograns, scholarships, internships and
apprenticeships. Since the idea was conceived, the program
has expanded and i nproved to provide an integrated network of
activities and services that support the goal of our CPP

We sponsor both the Louis Bunyan Menori al
Schol arshi p and Joseph V. Paniyak Menorial Schol arship. The
Loui s Bunyan Menorial Schol arship has been directly
adm ni stered by our office since its inception in 1993. The
Joseph V. Paniyak Menorial Schol arship has been sponsored by
Coastal Villages and the University of Al aska Foundation since
1999 and primarily focuses on rural and community progranms
adm ni stered by the University of Alaska Fairbanks. In
addi tion, we assist students in attending vocational schools,

flight schools and universities such as UAA. Successful
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schol arship recipients are often given the opportunity for
internships and/or full-time positions wth CVRF, affiliates
and partners.

Qur training programoffers tailored instruction and
hands-on experience to region residents. These assists fol ks
on devel oping the skills necessary for enploynent in the
fishing industry, fostering an understandi ng of the general
requi renents of the workplace and preparing people for
entering the workplace. The goal is that by giving
participants sone basic tools before they are thrown into a
real work environnment, the participants will have a better
under st andi ng of what they can expect and what will be
expected of them This gives themthe necessary tools to
succeed in a job and help themto determ ne whether or not
they are interested in work in that type of industry.

The end goal of our programis to insure all our
resi dents have access to sustainable enpl oynent opportunities.
In 2003, we provided enploynent for 362 region residents. Any
residents can choose froma w de variety of enploynent
opportunities. These include the follow ng exanples: our
flagshi p program Coastal Villages Seafoods, enployed 339
people in 2004. W currently operate six dedicated hali but

processing facilities in Hooper Bay, Mekoryuk, Toksook Bay,
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Tununak, Ki pnuk and Chefornak. W also deployed a nobile
hal i but buying station off the south shore of Nunivak Island
which is ny honme. Qur salnon processing facility in Qui nhagak
al so processes a limted anount of halibut in addition to
nearly two mllion pounds of salnon. Later in this
presentation, we wll give you a nore detailed tour of our CVS
oper ati ons.

In 2004, we supported 549 in-shore fishermen in
herring, halibut and salnmon. If it were not for the CDQ
program our |ocal fishernmen would not have a place to sel
their catch. Not only do we provide a market for the
fishermen but we support themthrough a variety of assistance
progranms. These prograns include a revolving | oan fund that
provi des funding for fishernen to purchase boats, engines and
fishing gear. W also provide small fishernen advances to be
used at the begi nning of the season to fund m nor equi pnent
and repair costs. In addition, we provide fishery-rel ated
training such as long-line and marine safety training. The
opportunities that are provided through our offshore fleet
offer a wide variety of choices to people interested in
wor ki ng the Bering Sea fishery. Mny of our current offshore
candi date are returning crew nenbers wth several having been

of fered pronotions. Qur expanded investnent of various sector
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of BSAl are also allowing residents nore flexibility in
choosing tine of year, length of trip and size of crew. In
2004, we purchased 135-foot landing craft that will tender
fish and nove freight for our fish processing conpany, Coastal
Villages Seafood. W also received a $2 nmillion EDA grant to
partially fund a hi gh-speed catamaran to support our in-shore
fisheries business. There will be enpl oynent opportunities
available in both of these projects. 1In fact, we have al ready
enpl oyed a region resident on our |anding craft, Paul Jacob
from Qui nhagak. Paul accepted an opportunity for a once-in-a-
lifetime experience above the KELLY MAE. He flew to Florida
where the vessel was purchased, spent several nonths in
Florida assisting the retrofit while surviving three major
hurri canes that battered Florida in 2004. He then was hired
as the first mate and hel ped bring the | anding craft through

t he Panama Canal to Seattle where the vessel is currently

noor ed.

In 2004, we conpleted a fisheries support center
bui | di ng Scammon Bay and broke ground for a second facility in
Eek. W plan to construct additional facilities in the near
future. These support centers offer enploynent opportunities
in the fishery support businesses in a variety of ways. For

exanpl e, in Scammon Bay, the center houses a CVRF enpl oyee who
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repairs outboard engines. This saves the residents of Scammon
Bay the cost of air-freighting an outboard to Bethel for
repair while at the sane tinme providing enploynent for a | ocal
mechani c. An independent al um num wel der who rents the
facility fromus also uses the center to repair alum num
skiffs. The facility also houses a |ocally-owned store that
sells oil and boat supplies.

We currently enploy two program managers, eight
community |iaisons and an executive coordinator in our in-
region offices. W also have various seasonal positions such
as herring coordinators and recruiting assistants. Anong our
Anchor age- based staff, there are three certified public
accountants, two MBA's and 12 bachelor’s degrees as well as
assorted associ ate degrees, certificates and ot her post-
secondary and post-graduate education. Furthernore, we have
over 300 years of relevant work experience in the Anchorage
office alone. Mbost inportantly, over 20 of our staff nenbers
have commercial or subsistence fishing experience and over
hal f of our staff grew up in the CVRF region or neighboring
comuni ties.

We al so provide internship opportunities for region
residents in our corporate offices to expose themto inner

wor ki ngs of their organization. W also have a working
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relationship with several other in-region entities that
provi de opportunities for our region residents. Qur conmmunity
Iiaisons are working with the University of Al aska's
cooperative extension service to provide cost of |iving
information for our region. |In partnership with the U S,
Fish and Wldlife Service, we placed an intern on the Goodnews
River to assist in sal nmon research being conducted in that

drai nage. W also -- we are al so evaluating various proposals
with the State of Alaska’s Departnent of Fish and Gane to
provi de opportunities for region residents and funding to
enhance the research being conducted in our region.

As we build and upgrade our fisheries
infrastructure, we create a opportunity to enploy region
residents through high-paying construction jobs. Over the
past two years, we have had region residents working on a
construction of four new halibut plants, two fisheries support
centers and upgrades at our sal non and halibut plants. As you
can see, we have been busy providing opportunities for our
region residents to receive education and training. W have
al so created hundreds of job opportunities to insure that
enpl oynent is available after they conplete their education
and trai ni ng.

Now | would like to turn this over to Rudy to
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di scuss fisheries devel opnent program
MR. TSUKADA: Thank you, Howard. Now I'd |ike

to discuss a little bit about our fisheries devel opnent
program really, the core of what CVRF does. Qur flagship
fisheries devel opnent programis Coastal Villages Seaf oods.
CVS in 2004 provided 339 jobs and supported 549 fishernen.
Wthout CVS, there would be no buyer for the herring, halibut
and nost of the salnon and cod in our region. This programis
still in the devel opnmental stage. W still subsidize the
operation with the noney we earn froma Bering Sea fleet and
quota allocation. It is inportant to note, however, that we
are fully undertaking this programw th the goal of nmaking the
fishery econom cally sustainable. Unlike other exanples we
m ght have heard from other groups, profit is not the primary
motive. In fact, our primary goal is to rai se ex-vesse
val ues and to pay higher wages to our in-region processors.
G ven the magnitude of our current |osses, one mght ask if
this fishery will ever be able to sustain itself. W believe
in the long term the answer is yes.

Per haps the strongest argunent that can be made for
the sustainability of our in-shore fishery program can be
found by sinply | ooking at the projected world popul ati on

growh. This growh in population wll not only increase the
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demand for high quality protein but we believe the supply of
protein wll also decline when arable | ands are converted at a
faster rate due to urban sprawl and as hi gher pressures are

pl aced on the world s fisheries.

We have al so benefitted fromthe positive PR of
eating wld, natural seafood. W are taking advantage of the
increase in popularity of wild salnon as the preferred sal non
of high-end restaurants and grocery chains. A recent State
Depart ment of Environnmental Conservation report highlighted
t he Kuskokw m drai nage as supplying sal mon with sone of the
| onest | evels of contam nants. W believe it is very
i nportant that we maintain and inprove upon the fishery
know edge, infrastructure and research at both the private and
public levels to ensure that we wll be fully operational when
t he econom cs i nprove.

Herring is the first fishery of the year in our
region. CVS was involved in four herring district, Goodnews
Bay, Nel son Island, Cape Avinof and Cape Romanzof. [In 2004,
we contracted wth Norquest to purchase and process herring in
those districts. Because of our quality inprovenent incentive
pl an that rewards fishermen with higher prices for high-
quality herring for less than the cost of wages and benefits

for a single average enployee, we were able to sustain this
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fishery and provide markets for 80 fishernen plus their crews
in 2004.

Over the past several years, we have had a difficult
time harvesting a 4-E halibut allocation in its entirety.
Normal Iy, we would agree that this would justify a reduction
of quota. However, we feel that this situation is different.
Unl i ke other groups who stated in their first public hearing
that CDQ hal i but supplenents their incone from other species
such as salnon and crab, in our fishery, we have virtually no
overl ap between the halibut and the salnon fisheries. The
hal i but fishery for virtually all of our halibut fishermen is
the primary source of fisheries income. To nake every attenpt
to maxi mze this resource, we have built four new hali but
processing facilities over the past two years. W now operate
a total of seven facilities that process halibut. W also
have succeeded in new and i nnovative nmethods to increasing the
harvest utilizing the small skiff fleet that our residents
use. The solution to this harvesting problemis nuch nore
difficult than it woul d appear at first glance. W have a
variety of progranms and the financial strength to sinply go
out and buy | arger vessels such as the surplus Bristol Bay
boats. This would allow the fleet to head to nore distant and

productive waters and catch the entire quota. However, it
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woul d greatly reduce the nunber of participants in this
fishery as the entire quota could be harvested with as little
as three to five of these larger vessels. This would reduce
t he nunber of potential participants fromthe current 261
permt holders to as low as 10 or 15 fishernen and their crew.
In addition, there’'s the question of infrastructure. Were
woul d these | arge boats be nobored? How would they be
of fl oaded? As a limted nunber of boats would |ikely not all
be based out of one location, is it even economcally feasible
to build such infrastructure based solely on a single vessel ?
We have invested heavily and have been creative when faced
with difficult situation. There's talk that the entire area 4
quota may be reduced over the next several years. To receive
a cut on top of that to our CDQ allocation for 4-E could
deprive the primary inconme source for hundreds of our region
residents. It is reasonable to think that there nay be sone
guota unutilized as we are still in the process of optim zing
our situation. However, we have a policy in place that
provi des for disposition of unused quota through cooperation
with the other CDQ groups.

The smal | orange buil ding, the brownish building you
see on the right is the old halibut plant in Mekoryuk. The

new hal i but plant was conpl eted and operational in 2004. It
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is a 40 by 40-foot facility that enploys up to 50 processors
per day -- 15, I'’msorry. The boats you see here are typical
of our halibut fleet. These boats range in size from16 to 28
feet. Many are open skiffs such as this. |[It’s very dangerous
when you consider that these fishernmen often travel 20 mles
out into the Bering Sea to fish. Wile nmany of our top
fishermen utilize long lines, a large portion of our fleet
still utilizes rod and reels to harvest their comerci al
catch. This is Lindgren Matthlaw, one of our tie liners for
hal i but. He has one of the better-equi pped vessels in our
hal i but fleet and goes out alone. You can see how difficult
it is for Lindgren to land his vessel to offload fish as he
must pull his way into the shore since the waters are too
shal l ow to | and under power.

The next shot you see here is how we of fl oad our
vessels. W utilize either a truck or a four-wheeler and
of fl oad the halibut by hand once the boat has been beached.
You can see that this is a problem because of the slow charter
on time, this boat’s going anywhere until the next high tide.
Once again, a picture of a break wall that’s protecting not
really a harbor, not much of one at any rate, but dry land for
all the low tide periods but having said all of these

deficiencies, we are very proud of our new halibut facilities
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and the enpl oynent they generate. W have built four plants
just like this over the past two years. Qur product is

shi pped fresh and headed in gutted formfirst to Bethel, then
to primary markets in Anchorage and Seattle.

One of the innovative nmethods we used to harvest
hal i but in 2004 was to set up a nobile halibut buying
platform At first glance, this appears to be a sinple
tendering project. However, it was much nore conplicated than
that due to NVMFS requirenents for real tinme reporting.
According to NMFS enforcenent, this project was the first
since the establishnment of IFQ s and real tinme reporting to
tender halibut. W work closely with NVFS enforcenent and the
State of Alaska' s attorney general’s office to ensure we
conplied with all necessary regulations. This was inportant
to us since the first reaction by many in the industry was
that tendering halibut was illegal. Utilizing a broadband
Internet satellite dish and a | ong-range w rel ess Internet
connection powered by batteries and sol ar panels, we were able
to conmply with all state and NVFS enforcenent issues of rea
time reporting utilizing the systemthat was already currently
in place. This programwas quite successful and we have pl ans
to expand it in 2005.

Qur sal non program has increased dramatically over
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t he past several years. In 2004, we nore than doubl ed the
nunber of sal non purchased in our region. Nowl’'d like to
take you on a little video tour of our CVS Quinhagak pl ant.
As you can see, our fish are harvested fromsnmall skiffs with
crews typically fromone to three people. The Qui nhagak pl ant
services three separate districts, Goodnews Bay, W5,
Qui nhagak, W4 and the Lower Kuskokwim River District, 1-D
Because of the wide array and range of areas that we
service, we typically utilize two to three tender vessels to
assure high quality and tinely transfer of fish to the plant.
Al so because many of our small skiffs just can’t nmake the | ong
run in. These are August cohos from 2004 off of Eek Island.
Qur plant is very conpact but can handl e roughly 150, 000
pounds per day. At any given tinme, it can find nore than 125
of our region residents working at this plant fromlate My
with the start of the king and sockeye season to early
Sept enber when the coho run ends. You can see that all of the
fish are bled and iced. It’s a mandatory programin Qui nhagak
that has trenmendously inproved the quality. Once the fish
cone inside the plant, you Il notice that we run two |ines.
One is automated, one is nore manual and the reason is the
variety of fish sizes we encounter ranging fromthe | arge king

salnon to the small er sockeye sal non. Most of our product is
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headed and gutted, sent out fresh or frozen but we do do quite
a bit of value added production mainly in the formof frozen,
vacuum packed pi n-bone out filets.

It’s interesting to note too that in our plant, 99
percent are Al askan residents, 84 percent are region residents
at our CVS operations. This is considerably higher than the
residency rate in seafood processing in general.

In 2004, we began to purchase sal non at the sea wall
in Bethel. This was primarily to serve our up-river
communi ties of Napaski ak, Napakiak and OGscarville. It also
gives us the option to divert the lower river fish into Bethel
when the Quinhagak plant is at full capacity. Wile the
primary purpose, once again, of this operation was to serve
our nmenber communities, deliveries were made from fishernen
from ei ght additional comrunities including Bethel.

Two t hings nust happen before the salnon fishery in
our region has any hope of being sustainable. First we nust
increase the prices of the fish sold. Two, we nust | ower the
cost of production and transportation to market. W have been
hard at work pronoting our salnon to the top end buyers. W
bel i eve our mandatory bl eeding and icing programin Qui nhagak
has raised our quality level trenendously over the past

several years. Hi gh-end grocery stores are now starting to
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take note. This is an ad run by Wld QGats, a prem um grocery
chain. This one, | believe, was in Seattle which featured a
pi cture of our Coastal Villages Seafood enpl oyees and a bri ef
story about the people. You can see they're getting a prem um
price for the sockeye portion. W are also proud to have our
product featured in the 2004 Atkins D et catal og. Once again,
the high quality of our products conmbined with the | ow | evel
of contam nants nmade it the sal non of choice for Atkins
Catal og and Internet web sale. Once again, they included our
logo as well as a little, brief story about the Kuskokw m
area. We were very happy to see that, that they chose our

sal non.

But increasing the value of our product is only half
the story. As we pointed out earlier in the presentation, the
cost of basic utilities and transportation are trenendously
expensive and a major hurdle in maki ng near-shore fisheries
econom cal ly sustai nable and these are sone of the projects
that 1’1l explain that are trying to | ower those costs. One
of the major hurdles to making our fisheries sustainable is
t he high cost of transportation in our region. Lowering the
cost though is trenmendously difficult as the transportation
infrastructure is based on a subsistence lifestyle level. W

have begun to address these issues through projects such as
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t he Qui nhagak Airport expansion. W have al so been thinking
outside the box to innovative new solutions. The high-speed
catamaran is an excellent exanple. Wile the fresh fish

mar ket requires tinely delivery of products to market, the
hi gh cost and the limted capacity of air freight nmake this
very difficult in our region. W needed a solution that would
conbi ne the speed of air with the | ower costs and higher
capacity of a surface vessel. After examning a variety of
options, the catamaran design appears to be a possible
solution. A catamaran can deliver products from our region
and the rest of western Alaska to the road systemin Homer
under two days in tenperature-controlled environnents.
Typically, this is no slower than air freight, especially in
our area when we nust send all our product through Bet hel.

A catamaran is a shallow draft vessel that can go
dry and utilize existing barge |andings. The video you see is
of a catamaran that was built as a prototype for the Southeast
Ferry System W will be examning the different nerits of
pur chasi ng the vessel versus building one possibly here in
Al aska. Because this is an innovative and new project, we
mnimzed a large portion of the risk by getting the project
funded by an EDA grant. 1In |ate 2004, we received notice of

award of a $2 mllion grant that will cover half of the
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expected $4 mllion price tag.

VWiile in the short to md-term we are | ooking at
i nnovative solutions utilizing current infrastructure, in the
|l onger term we will also be examning the feasibility of
bui | di ng docks and harbors in our region. You can see from
earlier in the presentation as well as these pictures the
tremendous need for upgrade. The top picture is our barge
| andi ng in Newtok which this shape obviously jeopardi zes the
fl ow of goods -- badly needed goods into our conmunity. The
| oner picture is where Scammon Bay fishernmen dock their boats.

As our program grows, another way to | ower costs of
production is to process nore volune while still maintaining
the high level of quality the market requires. W have been
busy upgradi ng the processing capacity in both our halibut and
sal non operations. A further upgrade, especially in our
sal non operation is in tremendous need as we have been
operating at around a hundred percent in our Quinhagak
operations over the past several years. W are examning the
feasibility of constructing a processing facility or buying
station in several of our sal non harvesting comunities.

To make better use of our w dely-scattered
popul ati on base, we have been and will continue to upgrade

processor housing. It sinply is not economcally feasible to
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build a processing facility in each of our 20 communities.
However, we -- since we serve all 20 communities, we feel it
is vital that we provide enpl oynent opportunities and housing
to all region residents.

Anot her maj or inpedinent to the sustainable
fisheries is the high cost of power in our region. W are
currently working together with local utility agencies to
assess the feasibility of alternative energy such as w nd
power to | ower the costs while increasing the capacity of the
power generated in our region.

The final two projects that I'd |ike to address
today once again deal wth the issue of increasing the val ue
of our products. One of the val ue-added seafood projects we
are currently examning is producing val ue-added seafoods in
our halibut plant in Hooper Bay. W believe this program can
add nore value to our seafood products for sale mainly within
the region. This project will take advantage of the |abor
force in our nost popul ated conmunity, Hooper Bay. It wll
al so extend the halibut plant’s utilization tinme. W are
currently cooperating with local entities such as the Lower
Kuskokwi m School District to examne the feasibility of
providing fish products for the school lunch nenu. This is a

potential win-win situation as we increase the value of our
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seaf ood while providing | ower cost, healthy, |ocal products
for the school |unch program

Wi |l e we have dozens of other projects designated to
i ncrease the sustainability of our in-region fisheries, the
| ast project 1'd like to address today is the CVS retai
outlet. This programw Il likely start small and work its way
into a bigger project once we can prove the feasibility. The
initial planis to begin a small retail operation, perhaps at
a venue such as the Anchorage’s Saturday Market. The goal is
to receive retail prices for at |east a portion of our
seafood. It wll also serve as a training platformfor region
residents to | earn aspects of business managenent. This
project may al so have the secondary benefit of providing an
outlet for some of our area’'s arts and crafts. Now l'd |ike
to turn the mke over to Gscar Evon, the vice president of our
comnpany.

MR. EVON. Thank you. |'m Oscar Evon from

Qui nhagak. (Speaks Yupik). Thank you for the opportunity to
present ny testinony. The CDQ programwas started 12 years
ago through the efforts of many individuals striving to create
a solution to sone of the problens in western Al aska. M.
Bl at chford had the reason and foresight to do what was

necessary to secure the original seed noney to help get the
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program started. Comrunity |eaders |ike Wassilie Bavilla of
Qui nhagak, Howard Anpbs of Mekoryuk and David Bill, Senior, of
Toksook Bay who are here with us today worked with others who
have since gone -- who have since passed on to include Harold
Spark, M. Joe Paniyak of Chevak and Loui e Bunyan of Hooper
Bay to give their tine and voice to the council to help
communi cate the needs of the region. Today the CDQ programis
one of the very few real opportunities for a resource-based
econony in our region and we hope that state and federal
allocators will maxi mze the benefits provided through the CDQ
program by all ocating on the basis of popul ation, econonc
need and perfornance.

As has been described by this presentation, our
region is plagued by poverty, mnimal natural resources,
virtually no infrastructure and a | ack of hope. Change
i nevitably comes wth unforeseen results. The transition of
our lifestyle froma purely subsistence nomadic lifestyle to
several villages brought about by the establishnment of schools
is no exception. A man’s sense of self worth was validated by
their ability to tap the resources of the |land and sea and
provi de sustenance for their famly which, in itself, was a
rewarding feeling. Nothing could match the feeling of a young

boy’'s first seal cast fromthe ocean. An able person’s tine
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was productively filled trapping in the fall and early w nter,
wood gathering in the winter, seal hunting in the spring and
drying fish in the summer, not to nention other activities.
That survival was their school and college years followed by a
subsi stence career. The change to living in the year-round
home and attendi ng school brought with it the expectation of
earning a living fromtheir abilities |earned in school. The
stark reality that jobs are not really readily available to
make use of their school-learned abilities and expectations
hits honme upon conpl etion of school. Young people now have
pl enty of disposable tinme which with the unwel cone arrival of
al cohol and drugs is filled by abuse of those and its
acconpanying social ills. This descends quickly to a
destructive, vicious cycle and a | oss of hope and self worth.
Gowng up in our village, we would w tness the
arrival of local fishernmen who participated in the then
lucrative Bristol Bay salnon fishery. Just the joy of
bringi ng home sonething earned was hard to mss in the
provider and the famly which enabled themto provide the
necessary staples of life. The distinctive difference is that
like in early subsistence years, they earned that noney not
fromthe public assistance system That validates self worth

and their ability to provide. Again, the collapse of the
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sal non crisis has changed that. M. Blatchford, your work in
hel ping to bring about the CDQ program has once again infused
the much needed ray of hope. That can be seen in our
fishermen | andi ng herring, halibut and sal non in our plants.
Can you imagi ne the feeling when you get on an airplane and
one of your very own young people is flying and in comrand of
that aircraft?

Schol ar shi ps enabl e our young people to once again
ri se above hopel essness and becone positive role nodels to
ot her young people. Despite the nonunental costs just due to
sheer distance and a | ack of infrastructure, Coastal Vill ages
Region Fund in these efforts by working wi thin program
gui del i nes of the CDQ program has started the nonmentum of
buil ding fisheries-related infrastructure. This has cone
about by working to overcone chall enges that no one el se would
undertake. W continue in our endeavors w thin program
guidelines to maxim ze the intent and potential of the CDQ
program W appreciate your efforts to fast-track non-
fisheries related econom c devel opnent projects that wll
further devel op our econony and the ability of our fishernen
to make boat | oan paynents. W further appreciate your
ability and influence to brighten that ray of hope through

equi tabl e all ocation based on popul ati on, econom ¢ need and
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performance. Edgar and G eg, you have traveled to our
vill ages and you know our needs firsthand. Thank you for your
efforts in helping to nmake this program a success. Thank you
and | will be followed by M. Mrgen Crow.

MR. CRON Thank you, Oscar. Since
reorgani zing in 1997, we have grown trenendously in many ways.
Qur finances are now stable. W provide enpl oynent
opportunities ranging fromself-enploynent in our in-region
fisheries to careers aboard at-sea processing vessels. Qur
infrastructure devel opnent is taking on a new focus from
i mredi ate, short-termfixes to regional transportation
infrastructure planning. Many of the short-termgoals of our
previ ous CDP have been acconplished. Hundreds of jobs have
been created in region with hundreds nore avail able on our
off-shore fleet. W are a real fish conpany now. This
sumrer, in-region, we purchased and processed 77,000 pounds of
salnon in one day all fromlocal resident fishermen. W are
now pur chasi ng and processing mllions of pounds of sal non and
hal i but in areas where there are no other buyers. The fish
busi ness on the Kuskokw m Delta has been resurrected and is
now a vi abl e source of inconme for our region’s residents, al
thanks to CDQ As we nove forward with our comunity

devel opnent plans, our shift -- our focus has shifted from
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imredi ate relief of transitioning our conmunities to |ong-term
econom ¢ base. In order to nmake the fisheries-based econony
in our region sustainable, we nust continue to increase the
value of the fish we sell while decreasing production costs.
Qur CDP outlines an aggressive plan for infrastructure
devel opment. The costs associated wth this plan require an
increase in allocation to fund the projects listed. W
beli eve that based on the popul ati on and econom ¢ needs of our
menber conmunities and our recent outstanding performance in
program del i very, benefits to communities, maximumutilization
of allocation and investnent successes, our region is
deserving of a mnimumincrease in CDQ pollock to our original
| evel of 27 percent. Furthernore, in all fisheries not
harvested by residents of the CDQ communities, we believe our
al l ocation should be increased to a m ni num of 27 percent.
That concl udes our public testinony.

MR. CASHEN: Thank you, Morgen, Howard, Rudy,
Neil, Matt and Oscar. It was an excellent presentation. It’s
evi dent a consi derabl e anount of work went into that and the
team appreciates that. | think |I can speak on behal f of the
team |1'd like to take a five-mnute break at this tine and
go off record and then we’ll reconvene and the state will have

-- actually, we’'ll be open for public comment and then the
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state will have an hour to ask the board just some questions
so thank you. W could go off record.

(O f record)

(On record)

MR. BLATCHFORD: We're now on the record and
|"d like to thank.....

THE REPORTER |’ m sorry.

MR, CASHEN. Ckay. W' re back on the record
and we’'d like to take any public testinony at this time from
anybody in the audience or on line. |s there anyone who woul d
i ke to make any public comments? M am in the back, could
you cone up to the m ke, please?

M5. AMOS: Where is a m ke?

MR, CASHEN. And if you could -- ma’am if you

could state your nane for the record?

M5. AMOS: |'m Muriel Anmbs, A-mo-s. |'mfrom
the village of Mekoryuk. [1'd just like to nmake one comment
regardi ng enpl oynent in our village. Wen -- |I’m Howard
Amos’s wife. Wen Howard and | were -- first got married, we

moved to Mekoryuk. We absolutely did not have no jobs and
living in a village was oh, very difficult and today, |’ mvery
pl eased to see Coastal Villages involved in establishing

enpl oynent in our villages and now we see people in our
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community that have enploynent that would -- otherw se would
not have been enployed so that’'s one comment 1'd |ike to nake.

MR. CASHEN:. Thank you, Ms. Anpbs. |Is there
anyone else who'd like to nmake public comment at this tinme?
|f there’s no further public comrent, we'll.....

MR. DAVIS: W have to -- this is M. Davis,
for the record. W have to clarify the record. W have sone
public comment with regar -- sorry, go ahead. Sorry.

MR BILL: (Indiscernible). 1'd like to tel
you a rem nder. Back in ‘93 and ‘94 when we | ost our
all ocation, there were really two things. The other one is
different fromthe allocation or their second question. The
first question was can we (indiscernible) by one of you who’s
sitting there said when | asked a question how do we get back
our 27 percent. The answer was you have to perform better
than you are doing now. You have to do better in fisheries.
You have to fish better in order to get your 27 percent back
That was the first matter. Second was anot her question, what
(indiscernible). Here is if they would do -- your conpanies
putting out there -- putting too many people to work, not in a
(indiscernible). Onh, ny answer was put young people to work.
Then et themlearn how to do the job so when they |earn,

they’ Il keep the conpany going and wish | was here and | hope
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t hey woul d. Thank you.

THE REPORTER: Wiy don’t you.....

MR BILL: M nane is David (indiscernible)
here. |I'’mfromfrom Toksook Bay.

THE REPORTER: Thank you very nuch.

MR. CASHEN: Thank you, M. Bill.

MR DAVIS: This is M. Davis again for the
record. | need to informyou that we’ve had public coment
that would apply to all such groups. The w tness was
Comm ssioner O Ceary from Al aska Departnent of Labor. He
appeared at the public portion of the APIDCA process but asked
that his comments be made known to all groups. He was
appearing on behalf of the gathering hinself. He wanted al
the groups to know that the adm nistration has a commtnent to
training and increased hire in all regions. The Governor is
soon goi ng to announce a jobs program | don’t have exact
details and that funds would be available for training
opportunities and that he would encourage maritinme training
for jobs both at-sea, if possible using the resource, the
Departnent of Labor and that’s the essence of his testinony so
go ahead.

MR. CASHEN: Ckay. Thank you, M. Davis. The

team has sonme questions for Coastal Villages and sone of the

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

-57-



gquestions nmay be a little redundant. You had a very extensive
presentation so if -- bear with us here. Comm ssioner
Bl at chf ord?

MR. BLATCHFORD: Thank you, G eg. Sone of
t hese questions may -- you may have al ready addressed in your
presentation. | think you addressed all of them but we'll
gi ve you the opportunity to expand on or to clarify or to
el aborate on your comments nade here in the presentation.

W’ ve spent a considerable anount of tine with the preparation
of these questions and we are asking simlar type questions of
all CDQ groups. GCkay? W’ ve divided the questions up anong

t he nenbers of the team except for the Departnent of Law.

They are not asking any questions, they are just advising us
and -- but | have the first question. GCkay? Mrgen? Howard?
UNI DENTI FI ED MALE SPEAKER:  Sure.

MR, BLATCHFORD: Rudy? The CDQ program has
been in existence for 12 years. Please explain Coastal
Village long-range transition plan and investnment strategy to
create a self-sustaining fisheries-related econony in the
region. \Wat steps has Coastal Villages taken during the
current allocation cycle, 2003, 2005, to achieve this goal?

MR. CRON Take a shot at that, Comm ssioner.

For the record, ny nane is Morgen Ctow. M last nane’s
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spelled Cr-o-was the crowflies. Over the |last five years,
we have attenpted to gain back the ground we | ost over the
first portion of the CDQ programto do exactly what you’ ve
outlined; that is, to provide the resources of the Bering Sea,
bring themin shore to our conmunities and make them work for
the benefit of the conmunities on a sustainable basis with a
fisheries-rel ated enphasis. Wat we have done is to assess
the econony that’s in the communities and we’ve realized that
we nust suppl enent that through the resources for the Bering
Sea. |In operational expenditures, there’s a -- an anount of
resource that’'s needed to sustain the operations of sort of
the existing level that we’ve done so far in fisheries. \Wat
we're tal king about today is the next step of infrastructure
devel opnent to bring the region itself up to par with other
econom es where our products can conpete and basically stand
on their own, focusing on the quality of the product, the cost
to get it to market which is mainly transportation. W’ ve

tal ked a | ot about airplanes and boats and fast catamarans and
so forth. W’ ve also tal ked about fisheries-related
infrastructure to bring in the -- you know, we’'re -- people
are -- people think it’s not a good story to tell people

you’ re unl oadi ng your halibut fromboats into little four-

wheel trailers. W’re going to nmake inprovenents there. W
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thi nk that the nunbers which we’ll speak to in private are
very essential for this devel opnent but also we want to
enphasi ze at the very beginning that it’s al so about
positioning ourselves to provide benefit to the community
should things turn up in the fisheries that we have in our
region. A good friend of mne told ne that one of his sal non
used to be worth nore than a barrel of oil and | forget what
it is nowbut it’s conpletely opposite and that’s a good
exanple of the way things are relative to the way things --

they used to be but if you know anythi ng about fish, naybe

every once -- every one in nine years, you mght hit it pretty
big and the rest of you just kind of wait and see. | think
that, in a nutshell, tends to show what Coastal Villages has

done to sustain itself, fundanentally bringing the resources
fromthe Bering Sea back into the communities to provide
sustainability to our fisheries-related econom c devel opnent.

MR. BLATCHFORD: Thank you.

MR. CASHEN: Thank you, Mrgen. The next
guestion you' ve answered in your presentation as well but
coul d you provide any additional coments on your
justification for an increase in your pollock allocation from
24 percent to 27 percent based on the past performance of your

active projects and your proposed projects in your 2006 to
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2008 CDP?

MR. CRON W have been through a | ot of ups
and downs in allocation and we hope that it’s tied back to our
performance. W know that our popul ati on and our econom c
need have not been addressed. W think that we need to
continue to work toward that on the basis of the hope that we
can generate these rays of hope that were testified to. W
think those are inportant things that will drive the
restoration of our allocation. W think that if there was a
def ensi bl e reason why Coastal Villages had 27 percent at the
start of this program it was based on -- the allocation was
based on the popul ati on and econom ¢ need of the region. W
have had CDQ for 12 years and we’ ve had ot her prograns for
even | onger and there have been hundreds of mllions of
dollars put into our region and this is the one thing that, in
Gscar’s words, provides the real pride where you really have
to go out and earn it and it is -- it’s a very conpelling
notivation for all of us. W think that the nunbers that we
have described today justify these requests and we’ ve al so
pl edged that we will do great things with that noney. Per
metric ton basis, we can generate nore value for the
communities than any other group and we hope that those al

taken together conpletely justify what we’ve requested.
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MR. CASHEN: Thank you, Morgen. M. Wnegar?

MR. WNEGAR. Yeah, for the record, Geg
Wnegar. |’ve got a couple of questions, Mrgen. The first
one relates to public disclosure. How does Coastal Villages
feel about public disclosure of conpensation |levels for your
key personnel ?

MR. CRON W have a -- we’'ve tal ked about this
over the years. W’ve had discussions with this with the
state team over the years. W’ve cone to this basic idea
what ever we do, every nunber, every strategy, every plan,
every contract is open season to our communities. Wwen we go
out there, we do not say you -- we -- we're not going to talk
to you about that and this sort of thing. W'’ve also had the
exact sane relationship with the State of Alaska with the CDQ
team We have given themin a tinely manner every nunber,
every contract, every strategy, discussion. W have worked
really hard to stay relatively abreast wwth the state on where
we are with respect to a lot of things including conpensation.
| don't feel that any specific nunbers are appropriately
bl abbed out in public but at the same tine, we have basically
nothing to hide. So it’s sonething we're willing to talk
about but sort of in the appropriate venue.

MR. WNEGAR. Ckay. Thanks. The second
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guestion and you’'ve kind of addressed this already but if you
could just kind of briefly describe your in-region prograns
and, you know, the types of benefits and jobs that it creates
for the residents of your community?

MR. CRON That’'s a good question. | hope we
have good answers for it. W have been tal ki ng about our
communities being proximate to the Bering Sea and havi ng
dependence on fisheries as their real resource. Even though
at this point, our in-region fisheries are -- have | ow val ue,
they are still our resource and it’'s sonething that we feel
that it’s the responsibility of the CDQ to proceed in those
areas. W report to you our neasurable econom c benefits that
we can readily identify that have gone to our conmunities. W
can have sone accountants outline specific investnent dollars
t hat have gone into plants but, fundanentally, everything we
do in the comunities is tied to fisheries-rel ated devel opnent
because that’s what it takes to do fisheries. |If you go in
there and you hire a individual who needs to process sal non,
there isn't a day care center there. W -- this is sonething
we haven’'t even addressed. W haven't even thought of it.

The infrastructure, we're still trying to get the water
running, the electricity on and so forth. There's substanti al

devel opnent that needs to go on. W’ ve had requests from our
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board nmenbers over the years to put in ice machines. Put in
an ice machine in our community. W want that and we can’t
even begin to grapple with what woul d be needed to put in --
to sinply install an ice machine. You need a floor, walls,
clean water, electricity, sonebody to shovel it. | nean, it
-- we would basically have to bring in everything to do it so
when we do have an operation in our comunities, we fly in a
| ot of stuff. It is all under the program-- fisheries --
it’s all under the fisheries program W bring people into
the re -- to the communities that have processing plants. W
al so -- as Howard spoke to the prograns, we’ve, since the
begi nning of the program brought people fromour conmunities
out into the Bering Sea through our partners. This program
has evolved froma strictly fisheries-related schol arshi p,
internship training and enpl oynent programto sonething that |
woul d characterize as sonewhat rel axed off that begi nning
basis but you can see there are programs in our comrunities
being fisheries related cover many, many, many different
ar eas.

MR. WNEGAR:. Thank you

MR. CASHEN:. Thank you, Myrgen. M. Davis?

MR DAVIS: Yes, M. Davis for the record. 1I'd

like to ask a coupl e questions regardi ng enploynment. What are
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Coastal Villages’ current and/or future plans for enploynment
with its harvesting and processing partners at sea?

MR. CRON Harvesting partners at sea are npst
subject to existing and future rationalization which has a
dramatic i npact on enploynent availability due to reduced
turnover. Wthin that new framework, we know we’ Il never be
able to get back to the 98 to a hundred people that we used to
put at sea, at least in the current -- you know, in the near
term It’s sonething that we have to accept that’s part of
rationalization but having said that, we do have an active
enpl oynment programthat recruits and provides -- it's ny
under st andi ng very few people that are eligible are turned
away. |If they want the opportunity, it’s there, whether it’s
in the at-sea pollock sector, phaser long-lining. There s a
fewjobs in -- a few good jobs in crabbing. W have a ice

boat long liner that usually takes out one or two guys but we

are up to 25 enploynent platfornms. | think we added them up
they -- in total, they have, |I think, 1,500 jobs. Gbviously,
we aren’t filling many of thembut it’s inproving. | think

that wwth Coastal -- the people from Coastal Villages Region

and the people fromBristol Bay, we’ ve had a good enpl oynent
relationship with the Anmerican business -- American Seaf oods

busi ness.
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MR. DAVIS: And do you have any plans to try to
i ncrease the nunber, any programthat m ght increase that
nunber ?

MR. CRON Well, the theory behind the 4-SITE
programwas an attenpt to do just that. |If a person had not
recei ved any experience, they could go into an internship,
maybe end up in the corporate office or sonmething. |[If they
wanted to go to refrigeration training, that was avail able
too. These things -- 1'll say they haven't -- there are a few
i ndividuals that went through the programand they' re in the
i ndustry and sort of outside the program Dependi ng on which
sector it is, | -- you know, it’s har -- it’s just hard to say
what the opportunities are going to be given the
rationalizations. You have 25 boats of 25 captains. You'd
switch it dowmn to 15 boats, suddenly you have 10 captains that
are fully qualified and unenpl oyed which -- you know, it’s
sort of tough to get in under those circunstances.

MR DAVIS: Wll, I'd like to ask you the sane
thing then again about your current and future plans for
enpl oynment with in-region projects.

MR. CRON That’'s a good question, M. Davis,
that we think that the people fromour region in general have

been very successful working in the Bering Sea. They have --
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you know, they have all -- everything it takes to get the job
done but there is one factor that is inescapable and that’'s
home sickness. W hear about it tinme after tinme year after
year. It doesn’t go away. |It’s just part of the score and we
understand that. W accept that and we have planned for that.
| think if you recall Rudy’'s testinony, that we have -- in our
fisheries operations in-region, we're attenpting to provide
housi ng at each plant so that people from say Hooper Bay can
live in Quinhagak and be honme in a couple of hours for say a
weekend break and it makes the whole thing so nuch nore
bearabl e. Another conponent that nakes a | ot of sense is when
production levels are at capacity and we can bring in people
fromother communities and suppl ement the |ocal workforce
whi ch sort of spreads the benefit out to 20 comunities even
t hough the plants are focused into a few

MR DAVIS: GCkay. And during the presentation
-- please correct ne if ny figure’s wong but I wote down --
| got 339 jobs at the Coastal Villages Seafood plant. Are
t hose seasonal jobs or year-round jobs? How does that work?

MR CRON Well, there’'s -- it’s heavily
wei ghted toward the season as we tal ked about the -- | think
by regul ati on, Qui nhagak opens on June 15th so we bring in

people to get the plant ready and slowly wap up and usually
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right around Fourth of July, it’s nothing but fish flying
everywhere and we have -- we try to have as many people
wor ki ng and on backup as we can but, you know, as we exist in
t hi s busi ness | onger and | onger, we have a few people that are
goi ng year-round. W have planning and purchasing and so
forth that has to go on year-round. W tal ked about one
gentl eman that spent part of the winter in Florida and i s now
down in Seattle with the boat and as we expand our fleet, our
| ocal fleet, you know, we want people to watch those boats and
take care of them W don’t want to just buy boats and have
themfloat off or whatever so right now, it’s heavily wei ghted
seasonal jobs but as we develop them there’ Il be year-Ilong
j obs for people that are interested in that. [|’'ll say that we
al so tal ked about in-region jobs, programdelivery liaison
jobs that are year-round. There -- there’s at |east one of
those jobs available in every community and sone of the
communi ti es have managers which actually punp up comunities
and supervi se them

MR. DAVIS: And just one final follow up
question. The seasonal jobs, are those, the best of your
know edge, taken by people who otherw se woul d not have
enpl oynent ?

MR CROWN | nean, that’s hard to say. You got
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to go up to a guy and say what would you be doing if you
weren't here. W think that the lay of the land is that
during the summer nonths, there’'s -- there is considerable
construction that goes on. Sone of these construction jobs
pay extraordinarily well. They pull people fromthe fishery,
peopl e from processing and we would -- | guess it’s logical to
assune that those are pretty nuch filled and our jobs are -- |
mean, they’ re not the nost romantic -- you know, you put on
your rain gear and slog fish. So it’s hard to tell you the
answer to that question.

MR. DAVIS: Thank you.

MR. CASHEN: Thanks, Mdrgen. M. Krygier?

MR KRYG@ER On the crab, |I got a couple of
di fferent questions about sonme of the species on that that we
have here and on the crab, you -- we’ve just gone through a
crab rationalization programat the council and 1'd like to
hear a little bit nore about you ve asked for increases in al
the existing crab allocations you have plus 27 percent on the
eastern Aleutian Islands crab and red king crab and |’'m
wonderi ng how that goes together as far as what you’ ve got
pl anned for -- your future plan in utilizing and of the
vari ous outgrowm h of the rationalization programto achieve

those goals that -- vessels and permts, etcetera. Wat are
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you t hi nki ng about ?

MR CROWN Well, right now, we have a whol e
bunch of crab investnents and only one boat that’'s harvesting
all of our CDQ It’s a situation where we have plenty of
capacity to harvest a CDQ in boats that we currently own. As
we nove into the unknown areas and rationalization, sonme of
that we're still devel oping, obviously. W don’t know what
ki nd of consolidations they’'re going to be. There s been sone
proposal s that are sort of, you know, radical and we’ll deal
with those as they becone clear but for purposes of the CDQ
it’s clear that Coastal Villages has existing investnents that
can readily handl e any increases that we’ve requested. That’s
not a -- too terribly difficult feat as GHL's are pretty | ow
ri ght now but we have a relatively huge fleet and we -- and
we’'re not finished with our investnent in that sector. |
think, if ny understanding’s correct, we’'re halfway up to the
caps that are set on the CDQ s in crab in terns of actual
ownership of rationalized crab and that -- | nean, | think
that’s ultinmately going to be our Iimt but clearly, for

requests for CDQ we have plenty of capacity to handle

requests that we’ve made. | believe that covers all the
species. W can ask Matt if | -- if 1’ve mssed -- |ike brown
crab or.....
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MR. TISHER  (Indiscernible - away from
m cr ophone) .

MR. KRYG ER Ckay. One of you and | don’t
remenber who made a statenent earlier about when you have tack
remai ning toward the end of the season, that you could shift
that over and work with other CDQ groups of -- and |’ mjust
wonderi ng how successful do you think you' ve been in noving
unused quota into other CDQ groups and working with them
because, obviously, the state wants to see all of the quota
that’s allocated to all the groups utilized and | see flatfish
was |eft on the table and sonme sable fish. Obviously, the
turbot’s a little nore difficult. That’'s nore of a by-catch
than anything else in sone of the fisheries but how do you
ki nd of see yourself being able to do better and I -- I’monly
saying do better is if there’'s sone left there and we all got
to do better.

MR CRON Well, it’s a sector by sector
anal ysis. Each of them have their intricacies but wthin the
CDQ groups, you -- you'll see in the transfers and so forth
that we -- career nmanagers are in contact and as they project
underrages and overrages and so forth, they’'re on the horn to
each other to try to maxim ze the overall CDQ utilization.

VWhat | think our cormment was that you may have picked up in
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our presentation was specific to an in-shore 4-E halibut, that
we have a policy that if our fishernmen don’t catch it, that we
will transfer it off to nearby CDQ group but that’s sort of a
different issue, | think, than you' re tal king about.

MR. KRYA ER  Yeah.

MR. CRON W have nade extraordinary steps in
insuring that our Pacific Cod is fully utilized and | think
for the first time, we have a contractual cooperation in
pollock that it’s not only insuring that nmultiple groups are
harvesting their full allocation but that the by-catch and so
forth is all being nmanaged consolid -- on a consolidated basis
and | think that’'s the nodel that’'s been used for the first
time lately in the flatfish sector and we’ve -- | believe
there’s four groups in that consolidation and we're pretty
pl eased with the results. It’s not nmy -- it’'s ny
under standi ng there’s sone ot her species by-catch limtations
but generally, at |east we have a contract and fish are
getting CDQ flatfish are getting harvested and catch is going
to the CDQ groups fromthemwhich is an inprovenent. | think
that | eaves crab, right?

MR. KRYGER  Mmhmm (affirmative).

MR CRON And | believe in crab, that, as |

said earlier, GHd's are so low that it's -- that the end of
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season transfers, | think, are a matter of convenience that,
you know, if you' re out there with inexpensive daily costs,
it’s cheaper just to say okay, there’'s only a few praws |eft,
let’s just let one of the CDQ boats go ahead and get the rest
of it. | think that’s been pretty successful.

MR. KRYG ER Wll, are you overall
experiencing any difficulties in working with the other groups
in transferring quotas on a tinely basis?

MR CROW It’s good.

MR. KRYG ER Ckay. One other question, this
came up at the council the other day and it has to do with
sonme of the individual that were tal king at the council were
suggesting that sonme of the schol arshi ps and sone of the other
educati onal progranms may not be fishery-related activities
and, certainly, it seens to ne that | would disagree with that
but 1’ m wondering what you think and how your experience is
wi thin your group of seeing educational schol arships,
training, etcetera, how does that integrate into the
comunities that your -- within your region and how is that
al so, you see, fishery rel ated?

MR, WLLIAMS: For the record, I'’m-- ny nanme
is Robert Wllians. |1’ma director of business devel opnent

for Coastal Villages Region Fund. | guess hearing your
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guestion, | think of two things. There' s a theory out there
that all the communities, all the villages that are in the CDQ
program had to get into the program sonehow. One of the
criteria that they had to get in in the beginning was to prove
that they had nore than 50 percent reliance on the Bering Sea
and our prograns for schol arships are specific to residents of
our villages so you -- there’s an argunent that you can say if
you’ re |l ooking for a scholarship, you live in the village, you
-- you're going to receive a scholarship and receive sone
training that’s going to benefit the village and it’s a
fishing village so it’s fisheries related. The federal

regul ations say it can have a direct or indirect relation to a
fisheries-related econony. The other thing that | thought of
when you asked the question was how we inpl enent our

schol arship prograns in particular and how we score it and how
we determ ne need. If sonebody applies and they want to go
figure out how to repair generators, they get nore noney than
if you were going to go try to get a degree in philosophy. If
it’s sonething that we can tie into one of our plants or the
operations in one of our plants or the fisheries support

busi nesses in one of our plants, then we weighed that a | ot
nore heavily than the other applications that we receive. So

there’s a residency requirenent that ties it into fisheries
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related to the fishing village and then when we’'re scoring and
figuring out what the economc need is, you know, we give nore
nmoney to sonmeone who's -- wants to go get their pilot’s
license so they can fly our fish out of there than we woul d
sonebody who's trying to get an el enentary educati on degree.
So built into the program there’'s fisheries-related
restrictions.

MR. KRYA ER  (Ckay.

MR. CASHEN: Ckay. Thank you. M. Jones?

MR. JONES: Yeah, for the record, ny nane is
Laird Jones. Morgen, ny question’s about non-fisheries
related. The council has provided for an allowance up to 20
percent of the annual pollock CDQ royalties may be spent on
i n-regi on sustainable non-region fisheries related econom c
devel opnent projects. What are Coastal Villages’ plans, if
any, for this allowance and how will this all owance benefit
Coastal Villages’ comrunities?

MR CRON W're -- Coastal Villages has been
involved with the CDQ policy conmttee discussions fromthe
very beginning. As we becane invested, we had concerns over
different interpretations and so forth and one of the
conponents of CDQ policy was the non-fisheries related. W

had requested for sonme relaxation in the fisheries related
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restriction. | think we requested for an anmount on the order
of a mllion dollars a year and as the conmttee westled with
the other issues, council ultimtely voted unani nmously to
provi de for roughly double that in real dollars and so you can
see fromsort of a philosophical standpoint, Coastal had never
intended to go -- you know, we weren’t pushing a policy to go
all out -- you know, just sort of blow the program open and do
non-fisheries related. 1It’'s ny recollection that Howard Anos
went before the council and he was specifically asked by the
chai rman are you going to becone the nogul of water and sewer
in western Al aska and he said no. So it gives you a flavor
that there are sone things in our region that we intend to do
on a non-fisheries related econom c devel opnent basis but it
certainly will not be the primary objective of our program
Qur focus is still on fisheries related. As you know, we
submtted a relatively m nuscule non-fisheries rel ated
amendnent -- mnuscule in ternms of its dollars investnent
size. That project has been di sapproved by state and Nati onal
Marine Fisheries and currently, we’'re waiting for anmendnent
71-A or E or whatever they' re going to conme up with so we can
get noving on that project.

MR DAVIS: M. Crow, this is Mark Davis.

Could you just tell us what that project was so we have it on

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

-76-



the record because.....
MR CROW [t’'s the Nunavak |sland, Nel son
| sl and rai ndeer project.

MR. DAVIS: Thank you.

MR. CASHEN: Thank you, Mrgen. M. d ough?

MR. CLOUGH: Al d ough.

MR. CROWN Lanps.

MR, CLOUGH Lanps. Here we go. This is on --
where are we at -- pea cod royalties and the request is going
from18 to 27. | certainly understand the di scussion that was

given in your presentation on the justification for the
increase. However, we'd like to hear a little bit of

di scussion on -- not in relation to the overall criteria for
justifying the increase but what -- how the increase would
factor into current plans you have in operation and al so
future plans.

MR CROWN Oh, | think the strategy that we’ve
al ways had in investing in businesses that harvest our
allocation has led us into the freezer long line sector to
harvest our CDQ pea cod. As we begin to understand the multi-
speci es offering where pea cod canme from we realize that, you
know, it certainly isn’t on the magnitude of pollock but it’s

certainly a noney fish, it’s certainly a cash generator, it’'s
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certainly worth maximzing. |It’s certainly worth expandi ng
into and trying to extract as nuch noney per netric ton, it
fits that sector just as any other sector for the benefit of
our 20 communities. Wth that in mnd, we have invested in,
believe, six freezer long liners that we own anywhere from
one-fifth to roughly one-third that can readily harvest --
have the capacity to harvest the CDQ Pacific cod that we have
requested. | think that Coastal Villages is quite capabl e of
adapting to any Pacific cod rationalization that seens to be
imm nent including plans simlar to other CDQ groups in
per haps dedi cating vessels but that’s all yet to cone.
Basically, if our econom c need, population justify
allocations in pollock, they should equate to the multi-
species CDQ al |l ocations. W had, obviously, limted
investnment during the early part of the nulti-species program
and we’ve -- hopefully, we’ve clarified that we’ ve beefed that
up considerably since that programstarted. | hope that
answer s your question.

MR. CLOUGH: Yeah, could | just verify? |
t hi nk what you said was with the existing fleet that you have
ownership interest in has the capacity to proc -- or to dea
with that increased allocation and al so specul ati ng on what

may happen with rationalization.
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MR CROW It is our intention to have boats
that we invest capabl e and executing on harvest of all CDQ pea
cod request ed.

MR. CLOUGH: Good. Thanks.

MR. CASHEN: Thank you, Mrgen. | have a
coupl e questions on the flatfish fishery and the first one
woul d be coul d you provide that update on the flatfish pool
and that CVRF participated in and the benefits fromthis
rel ati onshi p?

MR CRON Geg, the flatfish pool is in the
process of making commtnent for the next allocation cycle
includ -- with an inclusion of the groups that previously were
i nvol ved. W have devel oped a good relationship with the
peopl e that won the contract last time. W should state that
Coastal Villages has invested on a one-fifth basis of another
boat in that sector and we have been working on possibly
carving out a little bit of that pool for use on a boat which
we’'ve invested in. | think, nost inportantly, the revenues
fromthe flatfish on a CDQ basis, they don’t neasure up to
sonme of the other sectors. However, the issue of those boats
in that sector being sighted off Cape Avinof and places up in
Evelyn Strait causing great concern in our region over the

| ast couple years, that pool has allowed us to get direct
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access to decision makers and their advisors to successfully
contend with the uproar that it’s caused. There has been
consi derabl e concern for people in our region over the H&G
boats being sighted there and we have utilized the flatfish
pool to get a group of people that basically testify to the
concerns and industry representatives that can react to those
concerns so I'll say that the rel ationship has been benefici al
in nore ways than just getting CDQ royalty off the flatfish.
It’'s provided a -- an avenue where the people of the region
finally found sonebody to listen and do sonet hing about their
concerns.

MR. CASHEN: Ckay. And -- thank you and | had
anot her question. You' ve requested an increase to 27 percent
for nost -- for all the flatfish species; Atka nmackerel, PCP,
yellowfin, flathead and do you have -- does Coastal Villages
have the capability to harvest those allocations with existing
partners?

MR. CRON W don’t currently harvest any CDQ
with our -- with a vessel that we have invested in. W have

found it necessary to pool up with the other groups to come up

wth a -- an anmount of CDQ flatfish that’s neaningful to a
harvester. If we were to receive the allocation of flatfish
that we -- |’ve requested, that nay give Coastal Villages a

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

- 80-



meani ngf ul amount of flatfish so that, you know, we can have
some oonph when we negotiate it. | think that considering
that we are the only CDQ investnent in that sector, it's --
the investnent/harvest relationship is sort of quite young and
needs consi derabl e devel opnent across the board.

MR. CASHEN: Ckay. And would | be correct in
saying that if you were to receive an increase in the flatfish
all ocations, you would -- that would require an increase in
Pacific cod allocation to prosecute that fishery as by-catch?

MR. CROWN For by-catch? That’'s a good point,
Greg, but | need to make sure that | report that the vessel in
that sector that we have invested in is gearing up to
accommodate the regulations that require for different scal es
and observers and so forth to execute CDQ and, as we have,
basically, one year to get ready for the next -- for what
happens in ‘06, | think we have plenty of tine to contend with
any managenent of CDQ that we’'re responsible for including the
request for that in flatfish.

MR. CASHEN. Ckay. Thank you, Mrgen. Team
have any additional questions? Conm ssioner, do you have any
addi tional comments or.....

MR. BLATCHFORD: |I'mjust -- M. Chairman, M.

Crow, I’mjust pleased that so many of your staff and
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directors are here. It shows strong support for the program
and it’'s pleasing to see. It’s a very good presentation.

MR. CROWN Thank you, Conm ssioner. You --
it’s obvious by our approach to these hearings that we take
these allocations very seriously. There are gentlenmen behind
me that have been around since before the program-- as you
know, before the programwas started. They have seen the
opportunity that the program has provided. They like it and
they basically want it back. They want their -- they want a
restoration to allocation cuts that were made previously.

It’s very inportant to the people, to the communities of our
regi on.

MR. CASHEN. Ckay. Pick it up -- oh, I'm
sorry. M. Krygier?

MR. KRYA ER. Yeah, | also was pleased to see
the board nenbers and your staff here. | was also pleased to
see your board nenbers and staff here but | have a question as
far as the board. Sonme of the groups sel ect boards and they
-- | just wondered -- |I’mcurious, howis your selection nmade?
Sonme of them do them through municipality elections, sone of
them do them other ways. |'mjust trying to get a feeling for
how all the different groups do it.

MR. CRON Coastal Villages has standardi zed
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el ection procedures that are inplenented in each of our 20
communities. Once a year, approxinmately one-third of Coastal
Villages’ comrunities’ board seats conme up for election
Those individuals wshing to run for the board nmust reside and
be permanently domciled in those communities and file for the
el ection, sinply filling out -- putting your nane on a |list,
basically. There's sone other biographical stuff that goes
behind that but to get on the ballot, you do have to put your
name on the list. Then usually during and along w th anot her
el ection, vote -- registered voters in the comunity vote for
a slate of, you know, who ever signs up. The twi st on our --
in our bylaws is that our elections require for a majority so
if there’s nine people running and the high vote getter gets
40 percent, then we got to back up and do runoff wth the top
two or three but, basically, it’s -- the comunity is -- the
community conducts an election within the paranmeters of our
st andar di zed procedures and conmes up with a authori zed
representative that serves on our board. Then each year, at
the first board neeting, the 20 board of directors wll select
their executive conmmttee of seven, the top four officers.
Five of those people are here today.

MR. CASHEN: Thank you, Morgen. |1'd like to

take another five-mnute break and go off the record. Then
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we'll reconvene in the public session. Five mnutes. If we
could go off record?

THE REPORTER  Ckay.

(O f record)
(On record)

UNI DENTI FI ED MALE SPEAKER.  Your here -- team
here, G eg?

MR. CASHEN: All except for Laird.

UNI DENTI FI ED MALE SPEAKER: Laird’'s here.

MR. CASHEN: O Lola | nmean. Excuse ne, |I'm
sorry. Lol a.

UNI DENTI FI ED MALE SPEAKER: Here she is.

UNI DENTI FI ED MALE SPEAKER. She’s on the phone.

MR. CASHEN. Ckay. Jan, can we go back on the
record?

THE REPORTER: Yes.

MR. CASHEN: We're back on the record and |
woul d, on behalf of the team |ike to nove to go into
executive session and we have Chris Poag fromthe Al aska
Departnent of Law who can provi de sone gui dance on the -- on
executive session and the specific paraneters for executive
sessi on.

MR BLATCHFORD: Then nove it and then second

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

- 84-



it and go into a discussion.

UNI DENTI FI ED MALE SPEAKER:  Yeah.

MR. BLATCHFORD: Is there a second?

UNI DENTI FI ED MALE SPEAKER: | second.

MR. BLATCHFORD: (Okay. Under discussion.
Chris? Departnment of Law, please?

MR POAG This is the first time the CDQ team
has done this so they’' ve asked ne to provi de sone assi stance
as to the grounds that we nmade a notion to go into executive
session. Qpen neetings |aw has four exceptions that allow us
to go into executive session. Today the CDQ team would |ike
to inplenent two of those and to go into executive session to
di scuss two topic matters. The two exceptions are C-3 and 4
and that’s in Alaska Statute 44.62.310 and the matters that
those two provisions protect are matters that are confidenti al
under state |law or confidential docunents under state |aw.
The CDQ teamtoday would Iike to ask questions and elicit
presentation on two subject matters, one being your business
pl ans for the future and the other being your CDQ royalty
rates. Because that’s proprietary information, we have taken
the position that it’'s protected by state law. There's no
statute | can point you to. [It’s Alaska constitutional |aw

that provides that protection. There are sone cases that
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define the contours of that and we feel pretty strongly that
it affords protection for your private business plans and your
royalty rates because those are very private information, the
di scl osure of which would be very harnful to you fol ks and, as
a result, outweighs the public’'s interest to know about that.
However, the CDQ team in making a reconmendation to NVFS
woul d like to ask those questions and find out sonme of that
information so we'd like to, after a vote, convene in
executive session. Now, for executive session to work, we can
only discuss those two topic matters. |If we need to go beyond
the scope of those two topic nmatters, we ask that you create a
list of questions and we’ll go back on public record and go

t hrough those. |If we do not follow the strict guidelines of

t he executive session, we may be back here doing this again in
six to eight nonths if sonebody files a | egal challenge. So
|’d like to stick to those two topic matters. Again, if -- |
hope this doesn’'t affect your presentation. W hope we gave
you pretty fair notices to the two areas we felt we could

di scuss in executive session. | won't ring a bell if you go
beyond the scope of that but please be conscious of the
materials that you di scuss because if there is a chall enge,
we’'re going to have to convince a judge that we followed the

appropriate procedure and only those two topic matters were
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di scussed. If that’s done, then we’'re inmmune and if not, we
have a problem Ckay? So please |imt the discussion to
those two topic areas.

The procedure has also afforded us to notify the
groups of sonme other things. One is that, as you know and
you’ ve been provided notice of, we're going to record the
executive session. Qur Al aska Statute doesn’t require that.
Sonme states do. In fact, sone states nmake it a m sdeneanor if
you don't. It’s a discretion of the CDQ team and they’ ve
deci ded to exercise the discretion. They are an advisory
board that provides a recommendation to NMFS and there may be
a chance or a need for an admnistrative record and we don’t
want a judge pointing the finger at us and accusi ng us of
hol di ng secret sessions where we discuss matters that aren’t
supposed to be discussed in reaching allocation
recommendation. So it is our plan to record that.

It is the state’s position that this recordi ng and
this transcript, nuch like a public record, is confidential by
state law and will not be disclosed upon a public information
request. However, if that decision is appeal ed, we nay end up
in Superior Court and a judge may have to listen to that so
that’s, again, another reason why we need to stick to the

strictures of the executive session. The only other
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opportunity that we can conceive of where this information
woul d be requested is at an appeal |evel and, again, the state
takes the sanme position, that your recordi ngs and your
transcripts today, we elicited that private testinony and we
wll seek to protect it as confidential protected by state

| aw. Again, those are decisions for judges though and if we
foll ow the procedure, we should be able to protect that but we
would -- if we do receive a public records request or if we do
end up in appeals stage and sonebody requests this docunment or
this transcript or the docunents you ve provided that we’ ve
agreed to mark confidential, we will notify you and we woul d
hope and encourage that your counselors would join us in
objecting to that disclosure and to encourage in a court at
the very least to enter a protective order. Are there any
guestions? Again, those are the grounds supporting our notion
t oday.

MR. BLATCHFORD: Thank you, Chris. Mark, did
you have anything to add?

MR DAVIS: Only that you d have the right to
choose the people that you wi sh be present and you al so have
to make a request the Departnent of Law | awer present because
he’s not part of the CDQ team or you could exclude him

MR. POAG Just to supplenment and this is ny
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fault, | left this out, today we’'re on the public record and
everybody here is a nenber of the public. Wen you close the
doors, we would like you to identify the persons you wish to
stay behind because you' re voluntarily disclosing information
to themso we’d ask you identify each and every individual
that you wish to stay in executive session and al t hough
provide |l egal services to the CDQ team you are disclosing
that information to ne as well so we’d like your blessing that
| stay in the room

MR. CRON Are you going to take a vote now

or.....
MR. BLATCHFORD: Yes, we will take a vote

unl ess there’'s questions -- unless you have questions and then

you all -- M. Crow, M. Chairman, you will decide whether you

want the Departnent of Law to sit here in this roomand you
wi |l decide who you want from your organization to be in the
room You will have two decisions before you. Kie-dokie?

MR, CROW (kay.

MR. BLATCHFORD: kay. |Is the teamready to
vote? Al those in favor of the notion to go into executive
session for the reasons stated, say aye.

MEMBERS: Aye.

MR DAVIS: | don’'t think anybody seconded ny
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not i on.

MR. BLATCHFCRD: Yes, it is.

MR. DAVIS: Ckay. Thank you. GCkay.

MR. BLATCHFORD: Ckay. Say aye.

MEMBERS: Aye.

MR. BLATCHFORD: All opposed, say nay. The
ayes have it. W are going to go into executive session. M.
Crow, would you deci de whether you would |ike the Depart nment
of Lawto sit in on the neeting?

MR CRON M. Chairman, | have a statenent ['d
i ke to make about the taping that | understand is to happen
if I may.

MR. POAG Ckay. Not to interrupt but that
woul d be sonething we should do in a public record.

MR CRON | was just advised to do it after
the vote. | apologize if |I’ve gone out of order.

MR. POAG (Indiscernible). Wat happened is
(i ndiscernible) in executive session and go beyond t he scope,
then we’ ve viol ated executive session so, apparently, we need

to go back out of executive session to discuss the propriety

MR. BLATCHFORD: Let’s go out of executive

session then. GCkay. W are back on record. W are out of
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executive session and M. Crow?

MR CRON M. Chairman, |adies and gentl enen,
we have al ways been willing to share all confidenti al
information with you in other foruns and we believe that your
team having oversight responsibilities over public resources,
needs to know how CDQ has been and will be used in the future
Pl ease renenber, however, that we are bound by various
confidentiality agreenents and have fiduciary responsibilities
toward our business partners to protect sensitive business
information and future plans fromgeneral public disclosure
and al t hough we understand the pressures you are under from
anot her group or possibly other groups, to nake our
confidential information to themthrough | egal maneuvering, we
must respectfully object to your decision to tape and
transcribe this portion of the neeting which is nowin
executive session or will be in executive session.

MR. BLATCHFORD: Thank you, M. Crow.

MR. CRON Since taping and transcribing this
session is not legally required, since only the first two
hours were supposed to be recorded as set forth in the notice
of this neeting and since we first received notice of your
intent to record this session tw days ago, we woul d ask that

the recordi ng be stopped and we be permtted to proceed with
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this portion of the neeting as originally proposed. |If that
is not acceptable to you, however, we are m ndful of your
concerns and wi sh to cooperate as nuch as possible to
alleviate them So based on the affirmative assurances you’ ve
given that this recording and any resulting transcript wll
remain confidential to the maxi num extent permtted by |aw, we
are prepared to proceed wth our private presentati on under
reservation of all rights and our objection’s noted for the
record.
BLATCHFORD: Thank you, M. Crow.
CRON And with that -- or -- yeah.
BLATCHFORD: Thank you.
POAG Wuld you like nme to provide a
response or.....

MR. BLATCHFORD: That woul d be nice.

MR. POAG Yeah, M. Crow, you're correct,
Al aska | aw doesn’t require recording. It is -- it’s a
di scretionary call and sone adm nistrative bodies decide to
record and sonme decide not to. On the whole, many states have
gone to the provisions that require recording of executive
sessions, the reason being that how does a judge know whet her
or not you conplied with the executive session if there’s not

a recording of the executive session. W could all say that
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we're going to conply with executive session, close the door,
turn off the tape recorder and tal k about the bad things we

t hi nk ot her groups may be doing. There d be no record so
states and judges have started to go towards a trend of
requiring a recordi ng of executive sessions so that the judge
in-canmera in private can ask whether or not -- and ascertain
whet her or not that executive procedure was followed and, if
so -- and deny the request for those docunents. Today, if
this were like a nunicipality who wanted to go back in
executive session as a teamto deliberate or tal k about things
anongst thenselves, it probably wouldn’t be a recommendati on
that they record but today we’'re creating an admnistrative
record, nmuch as if sonebody were applying for a |license and
that admnistrative record will be very inportant if there is
an appeal to protecting you and the other groups to show that
we followed the procedure. W believe, in fact, the recording
today will protect you fromthe chall enges of the other groups
i nstead of expose you to nore liability soit’s for those
reasons that the team has decided to do this, not because we
wi sh to chill the conversations you wish to have with us in
executive session but because we wsh to do this right so that
you get the allocation you' re entitled to.

The last thing I'll say is this is -- you're
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applying for allocation and you decide what information you
give us in your CDP. If there is information you do not w sh
to provide because there’s going to be a tape recorder, that
is your choice and we don’t wish to force you into executive
session. So if you do not wish to discuss those two topic
matters because there is a recording, we would be glad to go
back into public record and finish this as such but we do fee
that we need to be consistent and we’ve recorded all the other
groups and the group -- the team good, bad or indifferent,
has nmade a decision to do a recording and we wish to foll ow
t hat procedure, again, to protect you folks and the team not
as much to chill your conversations. These are public
resources that we have at hand.

MR, CROW (kay.

MR. BLATCHFORD: Ckay.

MR. CROWN Noting our objection, we should
proceed into our next session.

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

MR CASHEN: |1'd like to nove that the team
goes into executive session.

MR. BLATCHFORD: Is there a second?

UNI DENTI FI ED MALE SPEAKER  Second.
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MR. BLATCHFORD: Moved and second. Any
di scussion? No discussion. Al in favor, say aye.

MEMBERS: Aye.

MR. BLATCHFORD: All opposed, say nay. Mdtion
passes. W wll go into executive session. M. Crow, M.
Chai rman, you coul d deci de whet her Departnent of Law stays in
this neeting and people on your staff.

(CDQ TEAM GOES | NTO EXECUTI VE SESSI ON FOR 20 M NUTES)

MR. CASHEN: Thank you, Mrgen. Does the team
have any questions in executive session for Coastal Villages?
Hearing none, 1'd |like to go back on the public record out of
executive session. Back on the public record. 1Is there
anything further from Coastal Villages on the public record,
your presentation that you want the teamto consider? Does
t he team have any.....

MR, CLOUGH: (I ndiscernible).

MR. CASHEN. M. d ough?

MR. CLOUGH: This is in enploynent
opportunities and you guys have presented a -- you know, sone
data on the gross nunmber of jobs in the various sectors and
wi t hout going through the arithnetic exercise, just by
i nspection, it appears that the jobs that you guys in -- the

Coastal Villages has been able to | everage out of say the
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of fshore side is certainly not proportionate to your equity
interest in the various vessels and, first of all, |I would
suggest you mght want to talk to Comm ssioner O Cl eary about
the ways to potentially strengthen your hand in enpl oynment

di scussions for your -- nenbers in your region and | probably
should just leave it at that but that’s certainly an issue
that Comm ssioner OC eary is very famliar with and is
interested in doing what he can through the Departnent of
Labor to hel p encourage the offshore partners to perhaps
understand the advantages to themin providing nore enpl oynent
opportunities especially in the case of Coastal Villages where
you have consi derable holdings in these vessels and be nice to
see -- especially as the gross nunber of jobs ratchet down.

MR. CRON W would |love to discuss the
intricacies of labor in our region and through our conpany
into the Bering Sea with the Conm ssioner.

MR. CASHEN:. Conm ssioner, do you have any
coment s?

MR. BLATCHFORD: And along that note, | can
say, M. Howard and M. Crow, that the admnistration is quite
supportive of any effort to hire | ocal people and the
admnistration will do what it can to work with the CDQ groups

in pronoting |ocal hire.
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MR. CASHEN: Ckay. |If there’s nothing further,
|1’d like to close the public record and go off the record.

(O f record)

* * * END OF PROCEEDI NGS * * *
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