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MR. COTTEN: | assume everybody isin theright room, if they’ re not, heaven forbid.
Thisisthe public hearing for the community development gpplication plan for the CDQ dloceation cycle.
As everybody knows, the alocation cycleisfor the two-year period of the calendar year 2001 and
caendar year 2002 for the ground fish, hdibut, and crab species. Asa public hearing we will probably
follow the same process and steps we have for the last four or five times. Which means each group will
have about 20 minutes to come up. | would suggest use 15 minutes to make a presentation, kind of a
generd overview of ther group’ s program followed hopefully by five minutes of questioning by staff.
That will be followed by public comment Asin the past, public comment by those who are on the
phone, the teleconference, followed by those in the room. For those who don' t know, I’ m Lamar
Cotten, one of the CDQ team members. To my right is Kevin Duffy who is the Deputy Commissioner
of Fish and Game who replaced Dave Benton on the team. Laird Jonesis a CDQ team member and
gaff member. Bryce Edgmon who is the manager of the staff and Greg Cashen isdso a CDQ staff
member. Jeff Bush, who normaly would probably be chair in these meetings, will be here probably
within about 20 minutes, | think, as soon as his plane arrives. dong with Kate Troll who isthe State
Fisheries Speciaist who dso is part of theteam. So with that, unlessthere’ s some other comment or
question by the staff that have to be made...

MR. EDGMON: Just one comment, thereis aback room here if anybody wantsto
forego being able to see us and just St in the back room and listen to things over the teleconference. If
you prefer to have achair, there is aback room back there.

MR. COTTEN: So, having said that, and the fact we' re under way, maybe we could
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just have again, we' ve dways gone dphabeticaly which means APICDA isfirg to give again about a
fifteen minute presentation followed by about five minutes of questions by the gaff. Hi, Larry. Hi,
Gilda

MS. SHELLIKOFF: Mr. Chair, thank you and good morning. I'm Gilda Shellikoff
from False Pass. I’'m the Chair of the Board of Directors of APICDA. With meis Justine Gundersen.
She’ sthe Chair of the Board of Directors of APICDA Joint Ventures, the wholly owned for- profit
subgsdiary of APICDA. Alsowith meisLarry Cotter who is our Chief Executive Officer. We' |l try to
make our presentation as short and succinct as possible. We' re very proud of APICDA’ s
accomplishments since the CDQ program began eight years ago. We' ve made alot of progress
towards our god in developing stable loca economies, based on the fishing industry in each of our
villages. We ill have along way to go. Progressis evident in each of our communities as Justine will
expand on later in this presentation. In conjunction with our business development effortsin our
communities, we focused a Sgnificant amount of atention on training and education opportunities for our
resdents. Thisyear weincreased our higher education scholarships to $5,000 per person per school
year. We aso provide up to $3,000 per person per year for supplementa education training. Interms
of employment, we hire localy whenever possble. Nearly dl our [NOI SE] postionsin our village
[NOISE] are held by local residents. Overdl we [NOISE] an effort [NOI SE] jobsfor local residents
at the village level and the number isincreasing each year. In afew short years, APICDA has become
the most important socid and economica development entity in our region. And our villages recognize
the crucia role APICDA will play in the future. Frankly, without APICDA and its programs, we would

be nowhere. Justine will now review our busness investments.
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MS. GUNDERSEN: Good morning. We have as you know tried to help . To
do that, we' veinvested heavily in dl of the communities I d just like to run down each community in
APICDA and let you know in abrief summary what we' re doing. In Nelson Lagoon, you know that
we' veinvested in the dock which we' ve had for a number of years. We bought some land around the
dock and have joint ventured with the Tribal Council Nelson Lagoon Storage Company and that was
completed this last spring. We dso hope to develop by the year 2002 a cold storage company, which is
quite timely the way the industry is going. In St. George as you know, we dredged the harbor. We joint
ventured with &t. George Tanag Corporation [UNINTELLIGIBLE] And we joint ventured with S.
George Fisherman’ s Association, the local fish association, in building [UNINTELLIGIBLE] Seafood
which hasincreased the loca [UNINTELLIGIBLE] have increased their catch in the last three years
from 20,000 pounds and the recent is 100,000 pounds. In Atka, we have Atka Pride Seafoods and
that' sredly agood example of what this program isdl about. In 1993, locdl fishermen harvested
20,000 pounds of haibut. Thisyear, they will catch over 800,000 pounds of hadibut. They' ve had
three years consecutively of [being in the black?] and the whole community has been employed when
the company gets operationd. They' re doing very well and are very successful. In Akutan, we made a
commitment for amillion dollars to develop a new harbor and are now considering a smal seafood
marketing company of locd fishermen and dso a sport fishermen business which iswhét they have redly
desred for quitealong time. [UNINTELLIGIBLE] the harbor which hopefully will be done. We
don’ t know [UNINTELLIGIBLE] inour lifetime. In False Pass, we ve madeamgor commitment.
There [UNINTELLIGIBLE] was developed Bering Pacific Seafood Company which harvests and

processes cod and we did process saimon thisfall. Infact , some of our fishermen
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[UNINTELLIGIBLE] I' mnot sure. [UNINTELLIGIBLE] In Nikolski, we' rebuilding alodge
which should be done by the year 2001. We' ve had a number of ddlays but we have everything down
there in the process of building that lodge. [UNINTELLIGIBLE] very B hopefully very profitable
venture. We' ve dso invested sgnificantly [UNINTELLIGIBLE] ; we own or are part owners of
[nineteen?] vessals. WE' ve had two sport charter boats, [seven?] long-line catcher boats, [NOI SE]
Bering Sea crab pots, three long-line catcher processors, one Bering Seatrawl catcher, and one factory
trawler. We' ve aso invested in [software?] for commercid fishing called Ocean Logic. We ve had a
tough go with it but | think we' ve turned the corner [UNINTELLIGIBLE] will eventualy
[UNINTELLIGIBLE] alot of the industry is interested in [software?] so again we' ve turned the
corner. We' revery active, we' re very diversfied in getting our [UNINTELLIGIBLE]. Thank you.

MR. COTTEN: Questions from staff?

MS. SHELLIKOFF: Larry Cotter has a presentation on what we' retrying to do
[UNINTELLIGIBLE].

MR. COTTER: I’ Il keep thisbrief aswell. The key to our region is the development
B true development of local economieson alocd bass. APICDA isfortunate because al of our
villages are located proximate to the fishing grounds. As aresult, our communities
[UNINTELLIGIBLE] upon [UNINTELLIGIBLE] spend substantia amounts of fundsin the
community to develop job and business opportunities that will dlow them to stay in the community
instead of going esewhere. So our focus from the very beginning has been on infrastructure and then
we shifted gradudly from infrastructure to business development. During the next few years, we' re

planning to continue in that direction. Justine mentioned that we' re investigating the possibility of
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congructing a processing facility in Nelson Lagoon in the year 2002. We hope that that will be
possble. If so, it will be atremendous benefit to Nelson Lagoon and also a benefit to fishermen who
fishinthat region. Judtine dso mentioned that Bering Pacific seefoods is currently buying sdlmon. One
of the benefits of our operation in False Pass is that we are staying open and we are buying sdmon
wheress in the past the other companies would shut down in early September and the fal run
opportunities would be foregone. In St. George, we are continuing to look to develop a seafood
processing facility in St. George. Currently, we have asmdl fish-handling facility. The key to
developing St. George and helping that community find stability is going to be seafood processng. In
order for usto judtify afacility though, we have to be able to reach critical massin terms of gpecies and
products to move into the plant. Sowe' re working with other companies at thistime to investigate
what that criticd massis and hopefully we can find away to reach that and hopefully construct
something, again in the year 2002. On the human resource Side, we' re going to focus increased
atention on the youth in our communities during the next few years. We were taking about this last
night, perhaps forming a foundation that we can use to hdp kidsin junior high school perhaps spend ax
weeks outside of the community in another community school perhaps areverse exchange program so
that our kids begin to have an opportunity to acclimate themselves to the outside world so that when
they reach college age and they leave to go to school, their chance of successwill beincreased. WE' re
aso implementing a program, we started it this year, but we started it too late for it redly to be
successful. We' |l expand on it next year. A college summer intern program modeled after the
Sedlaska Native Corporation approach wherewe' |l invite dl of our college kids for our scholarshipsto

participate in an intern program ether in APICDA or one of its subsdiaries or an affiliated company.
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They can work in aposition for the summer, we can evaluate them, go back to school, come back the
next year, work in a different position and at the end of their college education, hopefully they' 1l be
prepared to come to work for APICDA aswdl. So, Mr. Chairman, | think that isafar summary.

MR. COTTEN: Thanks. Any questions? Kevin? Bryce?

MR. DUFFY: Yeah, I’ vegot acouplefor either Gilda, Justing, or Larry. The Federa
injunction recently impased by Judge Zilly to ban trawling in critical habitat areg, if not lifted, will
obvioudy have some sgnificant impacts on the commercid fishing industry in genera and some of your
communitiesin particular, | would suspect. I’ d like one of you, if you have some thoughts on it, to
describe what impacts you see in the absence of the injunction being lifted. Gildaor Jugtine or Larry?

MR. COTTER: You know that' savery complicated subject. Part oneof itisif the
injunction is just limited to just trawling and is not expanded to other B beyond that. In that sense, we
would probably be okay in False Pass. The reason for that isthat we' relimited in our current
production capability in False Pass 0 the seasons in the past for cod in the gulf have proceeded very
rgpidly because the trawl gear can catch subgtantiadly more fish. So in the absence of trawl gear being
dlowed ingde critical habitat where most of the fish are, one can assume that the season will last
sgnificantly longer and in that type of a scenario, that benefits Bering Pacific Seafoods because we can
compete [UNINTELLIGIBLE] inthat sense. Asde from that, we are invested in the Golden Dawn, a
148-foot trawl catcher vessd fishing out of Akutan primarily. Aswith al the [UNINTELLIGIBLE]
catcher fleet, that injunction isforcing vessals to run further, more expendve. | think we can reasonably
expect the price of fuel to skyrocket in the near future which is only going to aggravate the increased

cost. So we probably will be hurt with that investment. Now, if the cod Situation turns bad,
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implementing their Alternative Three or something close to that, that is going to have devastating effects,
| think, on everybody.

MR. EDGMON: That would have some impact on the BPS operation in False Pass.

MR. COTTER: Yegh, the worst-case scenario in Alternative Threeis there is no fishing
alowed ingde critica habitat and the season is closed effective November 1. The November 1 closure
isgoing to affect dl of the long line catcher/processors who may have difficulty taking their quota. The
closure within critica habitat to dl gear types would probably diminate any reasonable opportunity for
probably most any company in any location to profitably participate in the cod industry.

MR. COTTEN: Any other questions?

MR. EDGMON: | had a-- Larry, | wanted to follow up with aquestion. Maybethisis
best right with you . Could you talk alittle more about your college intern program you just highlighted
awhileago. | think that' sared interesting program and if | understand correctly, it” sapilot program
of sorts.

MR. COTTER: | wastaking with Bob Loescher with Sealaska Native Corporation
one day on the plane and Bob was describing to me what Sedlaska Corporation does. Of course, they
have a substantialy larger population base than we do. But nevertheless the concept is pretty darn
good. What they try and do, of course, isto bring their shareholders - in our case it would be our
resdents - into their corporate structure and move them up into key leadership positions. And the way
they' retrying to do that is through their college intern program.  They of course, provide alot of grants
to kids to go to school and then they have an gpplication process where people apply to become an

intern and they move them into company subsidiary operations and watch them very cosdy and
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evauate them at the end of the year and grade them, in essence. And then the next year go through
gpplication period again and bring new individudsin as well as continue the program with those that
were very successful the preceding year. But with the returning individuas, they move them into another
company and into another agpect of management so that at the end of four years, they’ rein apostion
wherethey' veidentified the cream of the crop, S0 to spesk, and those individuas move right into the
corporate structure. And in Sedaska land, that is now recognized as the means through which an
individua can become part of the corporate structure. So that’ sthe concept that we' re going to try
and work with and again our population is different so on one hand we won' t have the same limitations
that Sedlaska has but on the other hand, we' |l dso have other limitations thet they doni t. We think

it sagood concept.

MR. CASHEN: Mr. Chairman, | have aquestion. The nationa research council
issued its report on the CDQ program in 1999 and there were severd itemsthat kind of recurred
throughout the report. And one of those wasthere salack of communication between CDQ groups
and their communities. And | was just wondering if you could describe how your community outreach
efforts B or describe your community outreach efforts in more detail and possibly how your community
participated in [NOI SE] directed at any [UNINTELLIGIBLE] .

MS. SHELLIKOFF: | think the biggest improvement in our communication outreach
was the conference [UNINTELLIGIBLE] because we have people come in from the other entities and
the communities to the conference and this is where we get their input as to what the community wants,
what they want and what they don’ t want and get input from the community and thisis where we

[UNINTELLIGIBLE] input brought in from the different entities.  [UNINTELLIGIBLE] Juneau
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[UNINTELLIGIBLE] make an effort to not [UNINTELLIGIBLE] .

MR. COTTER: Gilda sright. I’ Il add some [UNINTELLIGIBLE]. But | think the
community conference isredly one of the best thingsthat we' ve done. We bring in the representatives
from the locd [UNINTELLIGIBLE] or traditiona council, village corporation, and the loca government
and pay for them to come to Juneau and they choose their own representatives. Of course our board is
there aswell. What we do iswe review what we' ve donein the past year, what our programs are,
what our successes and our failures are, how much money we generate, where the money is spent, and
what we plan to do in the next year. Then the villages get together and they critique our program, tdll us
what they like and what they don' t like and tell us what type of course adjustment they' d like to see us
make in the next year. The next year when we come back, we report to them on whether or not we' ve
made the course adjustment and if not why [UNINTELLIGIBLE] repest the process. | think what
that’ sredly donefor usisthet it has made APICDA must closer overdl with dl of the entities on the
idands and made us much more successful.

MR. COTTEN: About 20 minutes[UNINTELLIGIBLE] very much
[UNINTELLIGIBLE] . We could continue. We' |l have the As and the Bs B Bristol Bay, that means
actudly Robin Samudsen. Hey, Robin.

MR. SAMUELSEN: Good morning.

MR. COTTEN: How you doing?

MR. SAMUELSEN: Good.

UNIDENTIFIED SPEAKER: [UNINTELLIGIBLE]

MR COTTEN: [UNINTELLIGIBLE] Thejury soutwhichoneitis.
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MR. SAMUELSEN: Good morning. First I’ d like take this opportunity to thank the
State of Alaskafor stepping up to the task and making sure that BBEDC lives up to the standards set
for usin our past CDPs. BBEDC is a strong supporter of State oversight. Without strong oversight,
we would lose the credibility of this program and it would not be what it istoday. My nameis Robin
Samudsen. I’ m Chairman and President of the Bristol Bay Economic Development Corporetion. |
have here with me today, Hazd Nelson, who wouldn' t come up to the table, who' s Vice-president of
BBEDC. BBEDC' sDeputy Director and Acting Executive Director Dorothy Wilson to my left. And
our Fisheries Quota Manager, Eric Olson. Dorothy and Eric will be giving a short presentation and
we' re al available for questions now or in our one-on-one meeting. We' Il start with Dorothy.
Dorothy.

MS. WILSON: Good morning, Mr. Chairman, members of the oversight team. This
2001/2002 community development plan for BBEDC provides for the continuation of the following
projects. CDQ quota management, outreach, education initiative, the Bristol Bay permit brokerage,
regiond fisheries development, regiond infrastructure development, regiond business development,
technicd assistance, employment, training, the Harvey Samuedsen Scholarship Trugt, and the Bristol Bay
Science and Research Ingtitute. New projectsincluding in this CDP are: the infrastructure matching
fund, 4E CDQ hdlibut, capitd investment fund, marketing and sdes, and the Sustainable Hatfish
Project. More specific information and the descriptions of these projects are contained in BBEDC' s
executive summary. BBEDC has adopted a practica and proven gpproach to formulating and
accomplishing these projects described in our CDP. All projects are monitored regularly to insure that

the budget, god's, objectives, and milestones are met. We have asmdl but extremely effective and

Page 11 of 59



efficient gaff that makes implementation of our programs a success. We continualy look for waysto
reduce costs and duplication of services while maintaining ahigh leve of service to our communities and
resdents. Our residents are just beginning to accept the challenge and the opportunities that BBEDC
has made possble in our region. Since the inception of the CDQ program in Bristol Bay, our resdents
are now earning competitive wages through our partnership. They' re retaining their Limited Entry
Permitsthat were in jeopardy of being lost for sde or seizure; are obtaining vocationd training and
higher education diplomas, are gaining vauable, on-the-job experiences through our internship program;
and mogt importantly, they are finding saf worth, confidence, and hope for the future of their
communities and for their children through economic salf-sufficiency. By dlowing us to continue with
our established and proven programs, enhanced with the new projects that we' ve proposed, we' re
hopeful that this program will make alagting impact in Western Alaska. Withthat I’ d liketo turn it
over to Eric Olson who' s our Fisheries Quota Manager.

MR. OLSON: Good morning. I’ djust like to spesk briefly about BBEDC' s
management of the quotas we' ve been dlocated. BBEDC' s goals st forth by our Board of Directors
are to maximize the vaue of the CDQ species, maximize the overd| harvest, and to maintain low levels
of non-target bycatch. At times, these gods can be mutudly exclusve. However, we' re fortunate to
have harvesting partners that are committed to these goas and willing to work towards continualy
improving their non-target bycatch. Thisyear Arctic Storm, our CDQ pollock harvesting partner, has
prosecuted virtudly al of our pollock CDQ dlocation. BBEDC is pleased to report that throughout the
whole year, our bycatch of non-target species was roughly one percent of the totd catch. At the certain

times of the year, pollock was the only speciesthat came up in our hauls. Arctic Storm and BBEDC
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are congtantly monitoring our CDQ harvest. If we ran into higher than norma bycatch, the vessd
ceased CDQ fishing, moved into their co-op dlocation, and waited until the bycatch subsdes a bit,
move back into CDQ modes. Thisisjust one of the examplesthat I’ d like to highlight of our partner’ s
commitment to reducing CDQ bycatch. I’ d dso like to point out that we' ve had very low leves of
samon bycatch throughout thisyear. Samon is a very important resource not only for Bristol Bay but
for Western Alaskaas awhole. Of the 23,844 tons of pollock caught to date, 147 Chinook and 73
non-Chinook have been incidentaly caught which is abig improvement over the previous year. And
while BBEDC and our harvesting partner are pleased with this reduction of bycatch, we' re not
satisfied. We' re continudly looking for ways to reduce sdmon bycatch. With regard to our directed
cod fishery, the Bristol Leader has maintained exemplary bycatch and utilization levels. Cod has

cong stently made up about eighty percent of our tota catch and about seventy-five percent of the
remaining catch has come from the other species category. Our harvesting partner is actively processing
that bycatch. To pargphrase Rob Wurm, the managing partner of Bristol Leader Fisheries, we are now
processing dl of the skates caught and about fifty percent of [sculpin? which are both in the other
species category. We are aggressively developing markets to accommodate our efforts to utilize for
human consumption al species caught while long-lining in the MS CDQ fisheries. | bdieve that asearly
as 2002, we will be very doseto full utilization and retention while fishing in the MS CDQ program.
Moreover, | guess | should add that the dower pace of the CDQ fisheries has dlowed them time to
experiment with new products and new product types that they normaly wouldn' t have in an open-
accessmode. On the other hand, flatfish fisheries are another story. Asmost of you know, the flatfish

fisheries haveri t had very high levels of prosecution in the CDQ program. However, as Dorothy said,
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in this upcoming CDP cycle, BBEDC will be implementing our Sustainable Hatfish Project. This
project is designed to maximize the harvest of multi-gpecies trawl ground fish and to provide new and
profitable markets for flatfish products. The main objectives of this project are to develop markets for
the increased production, increase the harvest of CDQ flatfish alocation, work to reduce the bycatch
encountered in the flatfish fisheries through research and development and new harvesting techniques.
And lagtly, we' d like to develop aworking relationships with one or more of the CDQ groups to
increase the volume of [UNINTELLIGIBLE] species and bycatch available to support the project. |
guessinclogng, I’ dliketo say that BBEDC gtrivesfor effective and efficient use of our dlocationsto
support the economic development of Bristol Bay.

MR. SAMUELSEN: BBEDC iscommitted to improving our village lifestyles and
promote hope for the future generations of Bristol Bay residents. We will continue on the road of
becoming sdf-sugtaining. Our village resdents will be our main focus of training, jobs, and locd village
infrastructure projects as well as many other programs being offered to them by BBEDC. BBEDC will
involve our resdents in scientific research projects, [proper?] agreements with ADF& G and Fish and
Wildlife Service. This projectswill be run through the Bristol Bay Science and Research Ingtitute. This
research is needed today more than ever. Our sockeye fisheries aswell as other sdmon speciesarein
adeclining mode and we need the necessary research done to find the causes. One day | hope to look
back at this Indtitute and see it was the catalyst of al research conducted in Bristol Bay. Bristol Bay
residents trained, working, with a respectable sdary, gathering data, monitoring, and being part of the
decison-making process on the resources of Bristol Bay, solving not only our fish species problems but

land mamma problemsaswell. This CDP has[UNINTELLIGIBLE] to permit BBEDC to redizeits
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future by dlowing us to continue focusing on investing in the seefood industry both regiondly and in the
Bering Sea. | believe more companieswill [UNINTELLIGIBLE] in seafood industry than any other
industry. The Board of BBEDC has proven that the careful and conservative philosophy regarding
investments is paying off in returning much-needed dollars back to the region. BBEDC will continue to
look for opportunities to enhance our existing investment and grive to diversify our participation in the
fisheriesarena. Early into the CDQ program, the Board of BBEDC recognized we needed to
participate in the regulatory processes. These include [UNINTELLIGIBLE] descriptors
[UNINTELLIGIBLE] united the council, Board of Fish, and other industry meetings where issues affect
the CDQ program and its continuation are being addressed. We need to promote the continuation of
the CDQ program well into the future for there is no other program out in our region like the CDQ
program. We believe that when our senior senator, Senator Stevens, decides to retire, Alaskawill be
paying a heavy price and Bush Alaska will suffer the most. The CDQ program is heping us get ready
for that dark day. Our misson statement is to promote economic growth and opportunities for resdents
of BBEDC’ s member communities through sustainable use of the Bering Searesources. | believe that
the Board of Directors of BBEDC has stepped up to the chdlenge of this misson statement in the pagt,
present, and our future CDP before you. Lifeisnot abed of roses nor isthe CDQ program. In order
to succeed, one hasto work at it. | can guarantee that the Board of BBEDC is committed to work as
hard as they can for the people we represent. Once again, on behaf of the Board of Directors of
BBEDC, thank you for providing BBEDC the opportunity to address you this morning.

MR. COTTEN: Thanks, Robin.

MR. DUFFY: Mr. Chairman, either Eric or Dorothy or Robin. The American
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Fisheries Act has been in effect now for a couple of years. Could you describe any impactsit’ s had,
ether pogtive or negative, on your organization.

MR. SAMUELSEN: Wdl, in our organization, there’ s been a postive impact. We
were able to increase our yield rates, reduce bycatch. Inthat senseit’ sbeen pogtive. Looking a the
overdl American Fisheries Act, it’ s had a negative effect on Alaska hire. Alaska hire has gone down
under the American Fisheries Act overdl on not as many boats needed, therefore not as many
employees needed. I’ m happy to say under the American Fisheries Act, our employment numbers
have actudly incressed. My Board has made hiring amagor policy [UNINTELLIGIBLE] . I ve
attended meetings aong with other CDQ groups, retreats with the [UNINTELLIGIBLE] the
[UNINTELLIGIBLE] processors where we, not only mysdf but the other CDQ chairmen have best up
on the folks [UNINTELLIGIBLE] hire more Alaskans. I’ m happy to report that a non-CDQ-affiliated
off-shore factory trawler company [NOISE] co-op responded within aweek and had people out in
our region - not in the CDQ villages because by contract BBEDC' s contract to work with Arctic
Storm. However, of thirty villagesin Bristol Bay, seventeen of them arein the CDQ program. Those
villages not in the CDQ program were the ones that this factory trawler targeted. | believe they went up
there and did interviews and they offered twelve jobs to the non-CDQ residents in Bristol Bay for the
first go around. Eight took them up onit. Probably an average of about $14,000.00 were earned by
each of the [UNINTELLIGIBLE] . | think it ssomething that not only the CDQ groups but the State
needsto work at red hard and make sure that Alaskans are employed.

MR. COTTEN: W€ ve been joined by Jeff Bush and Kate Troll.

MR. BUSH: Sorry we' relate. Welcome.

Page 16 of 59



MR. SAMUELSEN: That' sdl right, you know who' s paying the bill, there 1l be
deductions.

MR. BUSH: W€ Il put in alittle extratime in the next couple of days.

MR. COTTEN: | guess| should remind everybody that we do need to speak up.

We' ve got people out on the teleconference line so if we can speak up just abit. Robin, maybethisis
best directed to you athough Dorothy or Eric [UNINTELLIGIBLE] . Could you tak alittle bit about
the Science and Research Indtitute that BBEDC has just incorporated earlier thisyear. You hired anew
executive director and you ve done some things over the summer | know at the Indtitute. Can you talk
alittle about that.

MR. SAMUELSEN: Well, because of budget cutsin the Legidaure in the Department
of Fish and Game, we' re seeing the manager’ s tools disgppear for managing our base property out
there. Wedon' t haveany B of dl theriver sysems we only have two systems now that have
[UNINTELLIGIBLE] migration programs B one redly, the [UNINTELLIGIBLE] migration program.
[UNINTELLIGIBLE] was funded by BBEDC dollars. [UNINTELLIGIBLE] and
[UNINTELLIGIBLE] and U.S. Fish and Game. But you know we' re going to be doing
[UNINTELLIGIBLE] studies, anumber of studies out in that area. And it’ sjust getting off the ground,
hopefully in the near future we have many proposals submitted to U.S. Fish and Wildlife Subsstence
Divison. Currently that officeislocated in Juneau. W€ re hopefully going to move that office to
Anchorage in the next year, year and ahdf, soit’ Il be more centraly located.

MR. EDGMON: Y our executive director.

MR. SAMUELSEN: Our executive director. right now we' rein the information-
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gathering mode that we' ve just about got al the [UNINTELLIGIBLE] put in place for the research to
take off. It' sa501C 3 or C 4 - Dorothy? C 3 and we' |l be ale to collect raw fish tax, donations
[UNINTELLIGIBLE] corporation. We' ve hired aprofessond grant writer to help supplement our
dollars. We hope that that arm of BBEDC will not only employ our people again but get high school
kidsinvolved to take an interest in the field of biology.

MR. COTTEN: Any more questions for Robin and company? If not, thank you very
much. We' re about on schedule. Next is Central Bering Sea. Good morning. How you doing?

MR. LESTENKOF: For the record, my nameis Phillip Lestenkof and I’ mthe
Chairman and President of Centrdl Bering Sea Fishermen’ s Association. [UNINTELLIGIBLE]
representing [UNINTELLIGIBLE] &. Paul Idand. With me herefirg of al are two Board of
Directors, Rena Kudrin and Myron Meovidov. Also here are Tara Bourdokovsky and Petience and
they' ve been with usfor ayear; they' re called management trainees. They' |l be doing the overhead
presentation to conclude our presentation on our education programs and [UNINTELLIGIBLE]
programs. These two programs have had a pogitive effect on the community of . Paul. AlsoisTom
Crandd| over here; he’ s our Business Manager and reporting on our financid status and that’ salot of
work. Last but not least is Steve Minor who' sa consultant. He' 1l be speaking on severa of our new
projectsincluding our [UNINTELLIGIBLE]. A couple of these are the multi-gpecies devel opment
dudies he created. Our efforts in response to the crab rationdization surrounding the opilio criss. And
aso over hereis Dick Tremaine who does consulting work for B quota management work for Central
Bering Sea. | would like to speak in general about CBSFA' s past accomplishment and also touch on a

couple of our current CDQ projects. CBSFA has achieved one of its main milestonesin our current
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CDP. That milestone isto acquire pollock industry assets. Thisyear in May, we purchased an equity
[NOI SE] which isamagor accomplishment for CBSFA to become owners of part of the pollock
harvesting and processing industry. [UNINTELLIGIBLE] sound investment. [UNINTELLIGIBLE]
the fishing industry has been quite unpredictable nowadays [UNINTELLIGIBLE] the Bering Sea.
Another tremendous accomplishment by the community of St. Paul is the development of a successful
loca [UNINTELLIGIBLE] and commercid hdibut fishery. | cannot emphasize how important the
haibut fishery isto our locd fleet and to the community of St. Paul. Even before S. Paul developed a
commercid hdibut fishery, hdibut was an important part of our culture and an important subsistence
food source. Since the beginning of the hdibut CDQ, programs, the community of St. Paul has been
very successful in reaching its god of building an [UNINTELLIGIBLE] and developing avigble
commercid hdibut fishery. Our locd fleet has developed into amgor source of employment for the
community and has become the foundation for local economic development. In the summer, the haibut
fishery employs more than a hundred people and is the largest Sngle source of employment on . Paul
Idand. Our locd fleet is made up of boats that average between eighteen- to thirty-two-footers which
issmal by Bering Sea standards but we have been successful in catching essentialy one hundred
percent of CBSFA’ shdibut dlocation every year. We believe the success of our locd hdibut fishery
isdirectly tied to S. Paul’ snaturd geographic location in the Bering Sea. St. Paul Idand isright in the
middle of the summer feeding grounds for hdibut. Our close proximity to the resource aong with the
help of CBSFA programs contributed to the success of our locd fishery. Another contribution that
played akey rolein our success was the determination and the perseverance of our loca fishermen and

community to put together alocal fleet that is capable to go out and catch our haibut alocations
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effectively. CBSFA did something different this year with the hdibut dlocation. We put our haibut
alocation out for bid and sent out requests for proposals to severd interested buyers and processors.
Our goa wasto increase the ex-vessel price paid to our fishermen and it worked. The collective buyers
[UNINTELLIGIBLE] higher prices paid to our fishermen over last year. Thisresulted in asgnificant
increase in earnings for our locd fishermen and community. Ancther new development in our locd
fishery this year was the formation of alocaly owned fish-buying company cdled Pribilof Alaska
Seafood Company, in order words PASCO. PASCO isajoint venture between St. Paul’ s ANCSA
village corporation, the TDX Corporation, and our locd triba government of St.Paul. This new
company is one of the successful bidders for Bering Sea hdibut paying a higher ex-vessd priceto our
fishermen. This  should develop and dlow for new locd business sart ups. Also for the firg time
snce the beginning of our CDQ hdibut fishery, CBSFA had to charge aroyaty on the hdibut to
recover the expenses we incur under our loca fleet-support program. Charging aroyaty on our hdibut
wasn t easy, but CBSFA lost Sgnificant income this year due to the drastic reduction to the guideine
harvest levd of the opilio fishery and we had to make this program self sufficient on a bresk-even basis.
We are asking for the same CDQ hdibut alocation we received on the last dlocation cycle. Our
community has maximized the use for the hdibut alocation eech year snce the beginning of this
program. Our locd fishermen have d o invested heavily in building alocd fleet and have successtully
developed amgor source of livelihood for the community of St. Paul. Another continuing god of
CBSFA isto facilitate the construction of a small-boat harbor in St. Paul. CBSFA Board of Directors
[end of tape]  ...will st aside and additiona $650,000 thisyear. By the end of this year, we will

have set aside approximately $1,650,000 to be used for the construction of the smal-boat harbor. It
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continues to be amain god in our 2001 and 2002 CDP to set aside an additional $650,000 in each of
the years. The smdl-boat harbor plan is going forward. The smdl boat project has been gpproved by
Congress and incorporated into the Federal Man Harbor Improvements Project to increase
effectiveness of congtruction. This past August, the Corps of Engineers sent representatives out to S.
Paul on an information-gathering mission. All day yesterday and last night, a Corps of Engineers
representative has been holding public meetingsin . Paul as we heard last night and this morning,
there’ sbeenalot of [NOISE]. On September 6" of this year, the Commissioner of the State of
Alaska Department of Natura Resources made a decison on issues involving the tidelands conveyance
for the areawhere the smdl-boat harbor will be built. In light of the recent downturn in the opilio fishery,
which was the maingtay of the overdl economy of St. Paul, we fed this makes the congtruction of a
amall-boat harbor even more necessary. It will alow the community to expand and diversfy into other
species and not be s0 heavily dependent on a crab-based economy. Findly, the experience of the
opilio crigs has led CBSFA to focus our effort on developing a diversified fisheries-based economy.
The progress of the Main Harbor Improvements Project and the small-boat harbor, dong with the
steady building of a capable locd fleet, have al led CBSFA to create a group project caled the Multi-
species Development Study, ajoint effort between American Seafoods and CBSFA.
[UNINTELLIGIBLE] will be collaborating on this new project here.

MR. MINOR: Thank you, Phillip. I will try to keep my comments brief but | would like
to refer to my notes. I’ m going to deviate from the script for just a moment because | know this has
been abig mgor topic with the State. Last night B dl day yesterday and last night, the Corps of

Engineers did meet with dl the entities and the public. Asof late last night, an agreement has gpparently

Page 21 of 59



been worked out between al the entities on al the remaining uplands issues on the small-boat harbor.
That coupled with Commissioner Shively’ stiddands decisons, which, it appears, everybody iswilling
to accept, should remove the last obstacles now on the small-boat harbor. Of course, we want to see
the paperwork like you; but it sounds likeit’ s done and we can get going. So, that’ s the good news of
the morning. What Phillip has referred to as our Multi-gpecies Development Study isin fact afull
commitment to get into multi-species processing by next year and | wanted to talk briefly about that and
then let Tom talk about
some of the other issuesin the CDP. Because our CDP does contain severa new projects but we' re
a0 trying to accelerate severd outstanding projects in response to the crab criss. Since the opening of
St Paul harbor in the early 1990s, CBSFA and the community have been working to develop a
diversified multi-species processing sector and fleet-support sector in recognition of the need to create a
redly sustainable economy that iS7 t dependent on asingle resource. Certainly the Bering Sea opilio
crab criss has brought home that lesson, that we and every other coastal community need to diversfy to
whatever extent possible. In the past, multi-species processing on . Paul has been hampered by
timing, by some regulatory roadblocks, and even dlegedly by some local conflicts. But we think those
are now faling away smply because the crab crisis brings home the need to get thisdone. For those
that don' t know, the City of St. Paul derives eighty percent of its revenues from Bering Sea opilio crab.
CBSFA itsdlf derivesforty percent of itsrevenue. 1n 1999 it was forty-one point two percent, to be
precise. And that industry has now for al intents collgpsed. It s pushed usto accelerate our project
and | would like to detall, since it hasn' t been discussed much, one specific project which isredly the

cornerstone of our next two years effort and that' s the Multi-species Development Project with
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American Seefoods. There are four or five aspects to the agreement. Thefirg isthereisasolid
commitment now from American Seafoods to bring the Katie Ann or asmilar vessd into the harbor
next year to begin multi-species processing ingde the harbor. Thisisvitd. The haibut fisheries, the
local cod fisheries, will help us reach what Larry Cotter called critical mass so the alocations decisons
here are very important. We' ve dready started working closely with American on the mooring, the
permitting and the other issuesthat we' re going to have to work through al winter to bring thison line.
Next week, we' |l gart our meetings with EPA and the Corps to make sure that everything' sin place
there. We can brief you more tomorrow on that. The second aspect of the agreement is a specific
provison that alows the continued support development of PASCO and other loca businesses. We
don’ t want to fal into astuation where dl of the fish and dl of the resources of CBSFA are Smply to
make the American Seafoods joint venture work. We want to aso adlow the continued development of
locally owned processing and marketing ventures like we did this year with the hdibut fishery. So
there sagpecific provisonto do that. In arelated series of agreements, American has committed to
harvesting severd of our target species at rates that are well above what we' ve received in the past but
a0 to bring some of those species into the harbor to support the processor. So you can see everything
isinextricably linked here. The fourth aspect of the agreement is a provision that gives us an option to
purchase a quarter sharein the North Cape, which isafreezer long liner, 123 foot, built in 1989, one of
the newest onesin thefleet. 1t will not only dlow us entry into that and the completion of alongstanding
milestone which we' ve wanted acquidtion of afreezer long liner for along time, but it will be
specificaly directed to support the development of the multi-species processing venture insde the

harbor. Soit’ skey to the busnessplan. And findly, CBSFA and American Seafoods will conduct a
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joint Multi-species Development Study which is redly intended to identify the best development
opportunities for the community, what resources are needed, what roles the entities can play. So there
isaclear mgp towards sdlf-sufficiency. | think for along time, everybody' s recognized the geographic
advantage of St. Paul but nobody has turned it into abusiness. So that is an aspect of the agreement.
Asyou can see, this agreement helps us achieve severd longstanding godls. It dso helps us accderate
our move into multi-species processing severa years ahead of what anybody would have predicted a
year ago, and it has become the key portion of our CDP. We ask that you serioudy consider the
changes in our dlocations request because they were carefully caculated to support a successful launch
of multi-gpecies processing indde the harbor. Thank you.

MR. CRANDALL: Since both of my partners here have taken most of the time up,
I’ m going to drasticdly edit, but | want to talk about a couple thingsred quick. Oneis, we' ve
mentioned the crab crigs. We' ve mentioned that it has caused a decline in revenue, forty-one percent
for CBSFA. Indollars and cents, that' s about seven hundred thousand that we lost in revenue, two
thousand over 1999. To further compound that loss, the City of St. Paul had areduction in tax
revenues, by their cdculations, of about one point eight million per year. So the combined loss is about
two point five million and the opilio issue is dated to extend for three or 0 yearsinto the future. So the
total community lossis about $7,500,000 over that three-year period. This has created severd
chalengesfor CBSFA. We have attacked those in redlly severd different ways. One of, asyou ve
heard, that Phillip mentioned iswe' ve renegotiated or restructured our hdibut fishery. To put some
dollars on that, in 1999, the haibut average price per pound we were getting was about one eighteen.

In 2000, we estimate, when it’ sdl done, it’ Il be about one eighty-seven. That put about another
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$600,000 into the community households on the idand. 1t helped to offset some of that loss from the
crab but it did not do dl of it because when | was talking about the loss for CBSFA and the City, that is
only those two entities, that has nothing to do with the household loss which we have not estimated a
thistime. A second thing we did was we looked at our royaty agreements with al of our processng
partners and Phillip went back to those. We were able to renegotiate those and that did creste for
CBSFA arecapture of about one third of the loss that we mentioned earlier. The last thing B one of the
other things we did was we had to reduce programs. A year ago, we were looking at running a deficit
in the year 2000 because of those lost revenues. We have turned that around. We will have a surplus
or abreak even. It' sgoing to bered tight. Lastly, we developed our CDP to try to accelerate
programs and to try to put CBSFA on afirm footing that is not dependent upon just one species. And
in regards to that, that iswhy we' ve asked for additiona alocation to support both our lossin crab
revenue as well asto help support multi-species processng. Specificaly, some of the projects that

we' re going to do thisyear is smdl-boat harbor. As Steve said, it looks like dl the hurdles to start that
project are over. The State tidelands have been transferred to the City; the Corps, the City, TDX were
meseting last night. 1t looks like those issues have been resolved.  So once we have those findized, we
will be able to finalize design and we hope to Sart congtruction of the ramp and haul-out and haul-in
fecilitiesin the year 2001. There are some issues having to do with the smdl-boat harbor. Thetotd
local shareis estimated at about twelve point two million. We expect some Congressiona help in the
neighborhood of about five million and if we get that it will leave about seven point two million for loca
matching. CBSFA hasamillion six five dready for that, so we have about five point five million

additiona dollarsto raiselocdly for that harbor. Again we' retrying to do that through three ways. 1)
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through disaster relief; 2) through more fish dlocation; and 3) by processng other issues. So having
said that, and we' rejust about out of time, Steve did a good job talking about multi-species and about
the North Cape. We look at B again we ask that you consder favorably our request for dlocation and
thank you very much.

MR. COTTEN: You rekind of running red tight. | don' t know if you want to do B if
it" slong, you may want to wait >til the B either way B now or... Five minutesit is.

MS. MERCULIEF: We' |l be quick here so if we talk fast, bear with us, we' Il be
[UNINTELLIGIBLE] afterwards. As Phillip mentioned, Taraand | are going to give aquick overview
of some of CBSFA' s programs that have directly benefited the community. One of the main questions
we ask each year or each couple of years as we come together is the CDQ program meeting its goals?

And to answer that you have to identify the goas or what was the centra goa of the CDQ program.
Could you put that back on Tara. Which wasto improve the socid and economic conditionsin rura
Western Alaska by helping communities engage B build their cgpacity to engage in commercid fishing.
So we want to red quickly look at what has CBSFA done economicaly, socidly, and educationdly for
the community of . Paul through highlighting two programs: the vessdl, gear and IFQ program and a
scholarship, grant and student loan program.  Since the beginning of the CDP program, CBSFA has put
over amillion dollarsinto its hdibut fisheries development through vessd, gear, and IFQ loans. Here
you can see the growth of the hdibut fisheries snce the CDQ program started in 1995 with the number
of boats participating and increase in persons employed. So what are the vessdl, gear and 1FQ
programs doing? They are promoting small business operations, as you can see in the twenty-three

vessels we have operating, and this year we had the loca buyer as Phillip mentioned, PASCO. What
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else arethey doing? They re promoting loca employment and we can see the benefits of that in the
increased sdlf-esteem, teamwork, and persona development of our community members. And what
else arethey doing? They' re supporting the foundation for multi-species development. Hdibut isa
critical speciesfor our processors. They are criticd for atemplate to expand into other fisheries such as
cod and expanding into our participation in the Bering Seafisheriesin generd. Now to jump over to
our scholarship, grants, and student loans programs. CBSFA has awarded over or just about
$600,000 in scholarships, grants and loans since >93. And we can see the benefits of that in the
increasing number of students graduating over the years. We have had about twenty-two graduates to
date. And Taraand | are examples of sudents that have benefited from the CDQ scholarship and loan
program. We went out, got our education, and returned, and now we' re both working for CBSFA.
So back to our central question: How is CBSFA [NOI SE] community economicaly, socidly and
educationdly. The economic benefits. we have promoted loca smdl business devel opment, loca
employment, and we' re providing a foundation for multi-species development. The educationd
benefitswe ve seein our increasing number of students attending and graduating from college and
returning. And the socid benefits are one we see in the community al the time, the increase in the
respongbility, the pride, teamwork, sdf-esteem, fedings of ownership and community building. So, the
fundamenta question isthe CDQ program meseting its goas? and yes, itis. | want to share afew
pictures with you of the hdibut fishery and our membersfromthissummer. I’ |l bered quick. This
pre-CDQ days. These were the average Size of our vessels back then. And pre- our small-boat
harbor and mgor harbor development. Some of the loca fishermen had to offload the catch manudly.

Thisisthe 1990 St Paul harbor dedication. And the areaview of St. Paul and the harbor on April 5,
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2000.

MR. COTTEN: Sow down just abit, we' renot in that much of ahurry. I’ veonly
had one cup of coffee today.

MR. MINOR: W€ ve had severdl.

MS. MERCULIEF. And then, of course, we' ve had the Army Corps of Engineer
mode in front of you here with the small boat harbor which you heard this morning iswell on itsway.
Thisisashot of before the floating dock and after the floating dock project which is part of the smdll-
boat harbor. Launching the floating dock happens every year. Annud deployment. Y ou can seethe
borrowed crane there, that we -- that is very crucia to the annua deployment of the small-boat harbor.

And then once things are on its way, the cranes are used B our borrowed cranes are used for
trangporting the vessels from land to water. And there’ s a picture of the vessels waiting to go out. We
have another project the boats continue to benefit from. Kvichak Vessel Repair Project there s some -
- some of the vessdls that benefited directly fromit. And then the men get out and the locd fishermen
get out to work hard for their money. Thisisthe fishing vessd Nickta[ph] crew. Some of the young
men gaffing the big one, working the wood, gutting and [UNINTELLIGIBLE] , and then of course, the
happy crew at the end of the day on the way back to the harbor. Once they get to the harbor, they
offload and then you can see the benefits after the fish get ready to process. Wesather - good or bad -
we fish on. Surfing the swells. Making waves. Some more of our smal vessals. And we continue, the
young and old, to ride on to the future. Even the old man of the sea has hisday and | understand that
this gentleman here fishing vessd Reena Gail [ph], Captain Alex Kudrun [ph] can even smell the fish

under the water. The local fishermen like to process their subsstence, jigging for chuggy [ph]. Chuggy
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isthe Aleut word for halibut. Hereé sour loca captain, Smeon Swetzoff, and his crew on their way
back, taking the hdibut plunge. Hopefully they' |l have B they' re plugged with hdibut where they
offload at the dock. Because they dl like the big hdibut or chuggy -- chuggy And thenit’ s back to
sguare one with the baiting. Other people in the community are employed. Here you have a picture of
our leadership CBSFA, TDX, City, and IRA discussing the smadll-boat harbor. They' re not only
leaders, but they' re teamwork B they’ reteam players. And last but not least, what we' re doing here
today and the future and the decisons you  re making here affect our children and our children’ s
children to come in the future and they' re very important to us. Thank you very much.

MR. COTTEN: Thank you. Very good. | think in light of thetime B | think in light of
time, not that we' rein ahuge rush, unlessthere are quick questions, maybewe' |l just hold off until
meeting with your group. And we gppreciate the presentation. Nice photograph work. Thank you
much.

UNIDENTIFED SPEAKER: Probably ought to mention the sixth floor conference

UNIDENTIFIED SPEAKER: I’ Il wait until we re done.

MR. COTTEN: Good morning. How you doing?

MR. CROW: Waiting for Fred to [UNINTELLIGIBLE] fly fishing hat on. Lamar, I’ d
liketo introduce [UNINTELLIGIBLE] Board members [UNINTELLIGIBLE] . You know Fred
Phillip, our President. Edgar Hoelscher Vice-president, Oscar Wassllie Board Member, Smeon John
from Toksook Bay. What we' d like to do this morning is have our corporate officers make the

presentation and maybe have some closng comments and questions. So, I’ d like to ask Edgar to go

Page 29 of 59



ahead and tart.

MR HOEL SCHER: Good morning. Y ou know my name. I’ m from the village of
Hooper Bay which is the largest population in our CVRF region. | am an acting Vice-presdent of
CVRF ever sncethe inception of the company. | Sit on the Finance and Scholarship committees. Also
| am the President of our pollock subsidiary which hasinvested in twenty percent of the largest
company in the Bering Sea. | am very proud of the fact that Coastdl Villages has achieved its goas to
become amgor player in the Bering Sea. When CVRF became an entity, there was turmoil within the
parent company. We met with you on the status. There was a reduction of the dlocation at that time
and another one thereafter. We pleaded with you to convince you that we still could manage Coastal
Villages CDQ program. Our quota has been reduced down ever since that time. After the reduction
we have reorganized. We have consolidated our management officesin Anchorage. Management
involves the Board on issues that pertain to our company from the region, from the State of Alaska, and
the U.S. Federd government. We have added three new villages since the second reduction of our
quota. We have new investments which are progpering compared to the one investment in the earlier
years. Theseinvestments are bright and [UNINTELLIGIBLE] for our future and providing benefits for
our communities. You, as our oversight, can see that CVRF is doing what the CDQ oversight team had
recommended which included going to our communities and providing technical assstance, employment,
training, scholarships, and providing our communities with economic [UNINTELLIGIBLE] . These are
some of the reasons why we should have our dlocations brought back up to the request we are asking
for. Coadal Villages has developed the abilities needed to provide guidance on CDQ for the benefits of

our communities and at thistime, my fellow Board Members will present thair testimony and tell you
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more of what our company operations are doing. | thank you.

MR. JOHN: Good morning. My name is Simeon John. | am from Toksook Bay and |
am the secretary of the Board and the President of the Coastd Village Seafoods or CV'S committee.
Thisismy second year serving on the Board. Thismorning, | would like to present to you what CVRF
and CV S has done to contribute to our villages. Our region has the lowest economic resource in the
State. The two renewable resources that we have are the sddimon and halibut that are harvested on
seasond badis. | can spesk on behdf of our community when | say that we are very thankful for the
jobsthat our people are holding through the processing plants that CVRF operates during the season.
Since CVRF began harvesting hdibut commercidly, thisisthe first season that our fishermen caught the
entire 4E hdibut quota Most of the congstent fishermen have secured themselves financidly. Where
there may not have been jobs, people are being employed during the summer. We' ve helped our
people to be one step closer to becoming sdf-sufficient and deterred them from receiving government
subsidies. CV'S provides a good-paying, constant hours and variety of skilled job levelsthat foster
financid independence and therefore increase sdf-esteem. Thisisimportant because so many of the
youth in the villages lack the opportunity for positive work experience. We are dso thankful thet this
year we have established the highest record of ticket sales for the sdmon purchase in the areas between
Norton Sound and Togiak. This has been accomplished only in the second year of operation. We are
very impressed by thisfact. Coadta Villagesis dready preparing its seafoods plant for the 2001 and
will be operating in full capacity asthe result of this past summer’ simprovements and experience. We
are dready planning the details so that we can be ready to take the first batch of fish that arrives at our

doorsteps. In the past two years of plant operations, we did not seek the financid assistance of the

Page 31 of 59



outsde source. We' ve taken our own planning and have learned to handle the raw product as
fishermen deliver to our plant. For the firg timein the history of the region, the plant operation was run
completdly in Y upik language, from processing [UNINTELLIGIBLE] , quaity control to trafficking to
operations management to marketing to fishermen and community relaions. We are very proud of that
fact. CVRF seeksfor the additiona opportunity to harvest morefishin the future. As| mentioned in
my first statement, our region lacks the economic resource. In turn, jobs are scarce. Our region has an
unforgiving environment and we' re working extremely hard within the two-month window to harvest
the fish in order to obtain the economic resource. The renewable resources we commercidly harvest
support our subsistence lifestyle. The money earned in the investment and to enhance harvesting
mechanisms that improve our ability to catch the resource. The CDQ program has added vaue to the
livelihood in our communities and families ['Y upik word(s).]

MR. WASSILLIE: [Yupik introduction] My English nameis Oscar Wasslllie. | amthe
CVREF Treasurer and the Coadtd Villages Angler LOC President. Thismorning | want to talk about
the outreach initiative implemented by CVRF and cdled Ciunerkam Tangruaritti which meanslooking
toward our future. Thisisagrass-roots gpproach to economic development. What CVRF is doing
with Ciunerkam Tangruaritti is excellent. Through the Ciunerkam Tangruaritti process, we learned that
there is a genuine desire among the villagers to work for sustainability. Severa methods were used to
gather information from resdents and students including a well-designed survey that tapped into the core
vaues and interests of both individuas and the community asawhole. Lots of good ideas and priorities
were identified such as infrastructure improvements, services needed, support for clericas, waysto live

hedthy lifestyles, and to nourish the Y upik traditions, just to name afew. Ciunerkam Tangruaritti is
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highly regarded as amgor project by our communities. In the past, the individud efforts of the State
and Federa and some private entities have not been too effective in guiding our loca entities through the
funding proposal process. However, CVRF' sinvauable work has been successful in providing
assgancetoits coastd villages. CVRF swell-prepared employees visted al twenty villagesto
facilitate the community through a tremendous process whose end god isto foster the development and
implementation of priority projects. These projects deserve the concentration and intention of capable
agencies such as CVRF. With the Ciunerkam Tangruaritti as a solid foundation for development of the
region, CVRF intends to hold itself and the village accountable to responsbly implement the projects.
With thisin mind, CVRF is working with village steering committees to identify project priorities and to
coordinating the funding summit, connect those village priorities to appropriate sources for funding and
technica expertise and business advice. People in agencies from dl directions are working together. An
example of this dud accountability is our efforts to support the most gppropriate growth for utilizing a
regiond port. The [UNINTELLIGIBLE] organization has done alot of leg work on getting this project
looked at by prospective funding sources. When CVRF became involved, we were committed that the
interests of the Federd, State, and region at large, as well as private entities, would be consdered.
CVREF on behdf of the region, dong with the State DOT, provided matching funds to the Army Corps
of Engineersto enable the regional economic study to move forward. The study, that covers an area
between Cape Romanzof and Security Cove, will determineif a port project within our region would
economicaly impact the national interests and will work to recommend most feasible site for a port.
Thisregiona port project is considered to be amgor project for the coastd villages. With the

existence of this port, there are bound to be savings redized on the cost of [UNINTELLIGIBLE] and
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many endless benefits for our people. Before | conclude my part, | want to express that Ciunerkam
Tangruaritti has not been asmple project. Our dedicated employees continue to move forward with
this commitment to cresate opportunities for economic development. The effects of Ciunerkam
Tangruaitti are only going to multiply itself towards positive change because CVRF isthere to insure
that the priorities are well planned and organized through a thoughtful process. This vaidates our need
for additiond resources that will devoted to this successful initiative. CVRF isa program that was
pursued and developed by the Y upik peoplein our region. Our land is the birthplace of the CDQ
program. CVRF’ s program and initiatives have been wonderful and they are working for people for
whom it was designed. CVRF' swork in the economic development arena will continue to connect our
mission to our people, therefore returning the benefits to its rightful recipients. [Y upik word(s).]

MR. PHILLIP: [Yupik? greeting] My nameis Fred Phillip, Presdent of Coastal
Villages Regiond Fund. | don' t have specific things prepared at this time, however, | could base some
comments on the testimonies that have been made. | think before | sart off, | want to read out of the
mission for Coadtd Village Region Fund. We improve the socid condition of the Coagtd Villages
Region by creating human resource programs that provide entry-level employment and advancement, a
wide range of training programs, scholarships, internships, and gpprenticeships that will be sdf-
sugtaining over time. The second oneisto enter into Bering Sea and Aleutian Idand groundfish and
crab fisheries as an active participant. Number three: To develop fisheries resources of the Coastal
Villages Region to the maximum extent economicaly feasble given the limited nature of local resources
and their locdly low vdue. And | think some of our presenters here gave you that picture of our

fisheriesrdated programs. Some of the things that we' ve been doing in the past have been developing
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partnerships with various organizations within the state and the region as well, and particularly that
Alaska Human Resource Investment Council. Not too long ago, they came out to Bethel, had their
meseting out there. We hosted them and we aso invited the loca organizations [UNINTELLIGIBLE]
people such as the school digtrict, our non-profit AVCP aswell as YKC[ 7], staff and board
participating in those meetings that we' ve been hosting. And the purpose of having those or sarting
those meetings were to look at possible ways of getting funding for some of the thingsthat we' re doing.
The port project in particular isabig one that we' re looking a and working with different
organizations aswell. And a the same time with the Alaska Human Resource Industry Council we look
a investments that would bring in the type of returns that we expect. In our executive summary, we
have arequest for twenty-five percent of the alocation for pollock which isS[UNINTELLIGIBLE] that
we' relooking & and in order to maximize on our activities. | think that' s what we want to see in that
this consderation be taken. Not only that, epecidly with the various things that we' re doing even at
the Board levd | think at Board level, we look at what we' re doing here and to have, | think a positive
role that we play through in terms of extending oursalves. Not only that, we do have many programs
that we' re carrying forward to have that level of activity stay there. | think it” simportant that you look
at the request for dlocation - we want that consderation. At the same time, as Robin had said, dong
with the other chairmen and the CEOs of the organizations, we do meet on atimely basis or aquarterly
basis to discuss ways that we can protect this program. Because we seeit asthe thing that’ sdriving
our communities today, especidly within our region where fishing has been red dow for the past three,
four years or even longer. Also a the same time, with the hdibut dlocation, | think we' ve shown that

we can take care of our product with our own people. And not only that training our people to become
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effective managers and playing a pogtive role in our communities. [Y upik word(s).]

MR. CROW: Lamar, I’ dlike to make asort of aclosng comment before we take
guestions. On my way in here, someone asked me, How much money did they pay you to put on that
tie? [UNINTELLIGIBLE EXCHANGE] What we' retrying to do here, Lamar, isto show you that
we would put on our ties, we' |l do our work, we' || commit to running our company, to the
relationshipsthat we' ve developed not so much to sort of lead through these groups but to have them
help usin our cause. [UNINTELLIGIBLE] named off afew of the entitieswe ve partnered up with.
I’ d liketo mention afew others. With the youth of our company, dthough some of the Board
members have been around since the beginning, we know we need different kinds of help to get where
we regoing. | in particular have been communicating red closay with Robin Samuesen who is going
to hdp usthrough what | think is going to be our toughest dilemma through the coming winter which is
samon bycatch. As Simeon reported, we had a great season in our local salmon fishery but up the
river, up the Kuskokwim River, it wasa[UNINTELLIGIBLE] . So instead us trying to concoct away
to combat bycatch, we' ve falen in behind Robin who knows a heck of alot about bycatch. We can
utilize thet relaionship to help ground out one of our biggest investments. This presentation, in my view,
is ademondtration of the understanding and commitment by the Board officers. And I’ m spesking on
behdf of the gaff. We' re committed to doing a very fine job of providing CDQ benefits to our
member communities. Thank you.

MR. COTTEN: Questions? We' ve got sometime here. Kate.

MS. TROLL: Good morning. Y ou spoke about the importance of haibut to your

region but | notice you re not asking for any increase in hdibut quota but you are asking for increasesin
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the flatfish species. So I’ mjust kind of wondering how that ties into your programs.

MR. CROW: Thelocd hdibut fisher is basicdly [4E7 right up a Bristol Bay. And this
isour first year of harvesting. We hope to establish that as a pretty consstent pattern in
[UNINTELLIGIBLE] and getting our fishermen out there and harvesting the quota. As you know
there’ s an opportunity now to add [4D7] haibut [UNINTELLIGIBLE] something that guota
Frg of dl, we re not going to ask to take [4E] hdibut away from Bristol Bay to supplement our quotas
[UNINTELLIGIBLE] . Thisisbascdly thefirst we harvested [UNINTELLIGIBLE] . | think that the
multi-gpecies request is an atempt not so much to fill to plug into B | meanwe' redl having problems
catching our [UNINTELLIGIBLE] multi-species. But what we' retrying to do isto set >em up and
knock >em down. To learn how to do it B wefindly learned how to do it with Pcod. | think we findly
got rid of squid. Somewhere in the middle of al those species, there s the rest of the specieswe’ re
going to try learn to make money off. Which sort of goes dong, get the quota, harvest them, sl them
for amargin, and there you haveit. If someone can do that, we can achieve a quota off it. We have not
made plans for investing in the vessals you catch those thingsin. The patternthat I' ve seen this
company do the last few years, isto dowly step into these things and then make the investment. | think
I’ m not representing today we' re guaranteeing an investment in [UNINTELLIGIBLE] mackere or
something. But truly the order of learning how to get benefits from [UNINTELLIGIBLE] , get aquota,
harvest it, get amargin [end of tape]

MR. COTTEN: Norton Sound.

MR. IVANOFF: Good morning. [Greets saff] With me this morning is my executive

committee of NSEDC. [Introduces them.] Good morning. My name is Henry Ivanoff. | am Chairman
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of the Norton Sound Economic Development Corporation. In our short time together in this hearing, |
want to speak to you about our leadership and successes. | want to emphasize the importance of the
need for increase in CDQ alocationsin our region. | want to point our ability to maximize the benefits
of the CDQ program. NSEDC serves fifteen communities in the North Sound region and over 8,500
resdents, the largest number of peoplein any CDQ region. Our region has long had a severe problem
in terms of low per capitaincome and high unemployment and now we face a disastrous drop in our
[rights?]. Aswe pointed out in the hearing last year, NSEDC received the lowest per capita pollock
alocation of any other CDQ group. On aper capitabass, our dlocation is only fourteen percent of the
highest per capitaalocation. In spite of this disparity, NSEDC has eight years of demonstrated
successes. We can substantiate an over $24,000,000 economic impact on the Norton Sound region.
Beforel list some of our specific accomplishments, I’ d liketo discussNSEDC’ sleadership rolein the
Norton Sound region.  We have seen dl the tremendous potentia of the CDQ program to bring
economic sdf-sufficiency to Western Alaska. NSEDC is aleader among CDQ groups and amodd for
success of the program. We will continue to provide the leadership and vison. NSEDC’ s drategy is
to have a balanced program between support and development of the locd fisheries, an active
participation in the distant fisheriesin the Bering Sea and Aleutians. NSEDC dso worksto maintain a
ba ance between immediate benefits for regiona residents and investment to develop long-term
economic grengths. NSEDC is focusng on building a diversfied salf-sustaining fishery-based economy
in Norton Sound. NSEDC has invested over twenty-four million in the region over the past eight years.
This does not take into account secondary economic impacts and other spin-offs, benefitsto loca

businesses and resdents. We are educating, training, and employing our people. We are building a
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new infrastructure throughout the port, new and exigting fisheries, developing new locd fisheries and
supporting our loca fishermen. We are restoring salmon runs in the region and assisting residents with
capita to fund ther fishing ventures. We are buying larger vessds and taking equity interest in
companies needed to fish our CDQ dlocation. Norton Sound resdents have earned over ten point five
million in wages over the past eight years through NSEDC’ s employment opportunities. NSEDC has
trained people to work aboard harvest partner vessals and in offices, and placed resdentsin income-
producing positions. Seventy-five percent of the individuas trained in seafood processing were certified
and brought home over five point two million in wages. We believe that education is the key to future
success. NSEDC hasinvested over one point sx million in scholarship and training to the children of
the region. They can pursue vocationa education or advanced degrees and secure gainful employment.
NSEDC aso has reigioudy invested in an endowment for education. 1n 1995, NSEDC created a
subsidiary company, Norton Sound Seafood Products, to buy, process, and market fishery products
from the region. Through NSSP, NSEDC has become a catalyst for the fishery in the region, buying
over saven point five million in fish and shdllfish. We have served as essentidly the sole buyer for crab,
halibut, and saimon in our region. NSEDC has congtructed three vessdls, the Norton Bay, the
[Golovin?] Bay, and the RSW barge [UNINTELLIGIBLE] . By utilizing locally owned vessls,
NSEDC has saved a significant amount of money in trangportation cost and provided opportunities for
employment for locd resdents. NSEDC is currently reviewing acquisitions of additiona vessds. To
date, NSEDC hasinvested dmost two million in shoreside infrastructure in the Norton Sound region,
with another two million committed to the Norton Sound Seafood Center, and three million committed

to supporting Nome port navigation improvements project over the next two years. NSEDC has
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invested amogt $750,000 in fishery development projects working with ADF& G and BLM, working to
restore the slmon runsin the region for both commercid and subsistence users. In addition, we have
successfully invested in the distant fisheries which for years left Western Alaska behind, such as pollock,
cod, and other long-line fisheries. Our investments in these fisheries now totds tens of millions of
dallars. We are garting to see the fruits of our investments, not just in jobs but in red cash returns
through off-shore investments, particularly the acquisition of fifty percent share of Glacier Fish company
in 1998. NSEDC made the largest profit increase 1999 for NSEDC sinceitsinception in 1992.
further, for the first time, NSEDC was able to bring second-generation profits with investmentsto the
region through a community benefits share. A community benefits share program signified a greet dart in
bringing new cash into the region to help support the Norton Sound economy. We are dso responding
to fisheries disasters. NSEDC has als0 responded to fisheries disasters in Western Alaska over the last
severd years. These fisheries have suffered dramatic declinesin price and volume and this year
Governor Knowles issued a disaster declaration covering the Kuskokwim Y ukon delta and Norton
Sound region. This past summer, NSEDC worked with Icicle Seafoods and sponsored the first time
processor to commit to the year 2000 Norton Sound sac roe herring fishery. NSEDC continued to
provide sdlmon markets in spite of the disaster by purchasing the sdmon from Norton Sound and from
[thirty-four?] fishermen in Kotzebue. NSEDC provided employment for resdents in the Norton Sound
and neighboring communities such as Katag and NSEDC assured that a processor harvested the pink
sdmon in spite of conflictsin vessal scheduling caused by the new compressed pollock season.

NSEDC aso provides the sole crab market for Norton Sound crab. In summary, NSEDC hopes the

CDQ review team will recognize the leadership and vison we have provided for our region and how we
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have maximized our opportunities in the CDQ program. We remain committed to providing benefits for
the Norton Sound region residents and investing for long-term economic strength. [UNINTELLIGIBLE
EXCHANGE] Now, Mr. Chairman, when the Board of NSEDC met to consider what we should ask
for in pollock, our Board directed that we request an amount equa to our share of the population. The
number is thirty-two percent. To the extent that the CDQ program rewards success rather than just
alocations based on population, we believe there sastrong argument for a least a thirty-two percent
dlocation. We believe that an increased dlocation is justified by our recent population and our
performance. We dso believe we have demongrated that the NSEDC community development planis
efficient, effective, and successful. Thank you.

MR. COTTEN: It seemsasif we [UNINTELLIGIBLE] . So are there questions for
Henry or Board members or staff? Kevin? Kate.

MS. TROLL: | did notice that alot of your alocation requests are based upon your
portion of the population within the CDQ program. While | have no doubt that you could certainly utilize
al that pollock, | was wondering if you have programs to match and justify the increasein quotaon dl
the other species, particularly flatfish, haibut, and cod and dl of that. If you could maybe address that,
sort of articulate, beyond population, why you ve made that request for an increase in dlocation on the
other species.

MR. ASICKSIK: Well, you identified pollock and as you recdl, the program started
off asapollock alocation back in 1992. Andwe' ve invested into Glacier Fish Company, whichisa
pollock fishing company and multi-species came on four years ago. We' relooking a expanding

acquigtions, companies and vessas. Allocation is needed for those acquigitions. That' sthe reason
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we' reasking for an increased dlocation.

MS. TROLL: But you could fully utilize dl that aswell?

MR. ASICKSIK: Yes, If we can partner with experienced fishermen and acquire
ownership that' sthe intent.

MR. COTTEN: Other questions.

MR. EDGMON: A question for Eugene. Can you tak about your locd small-boat
hdibut fisheries a bit.

MR. ASICKSIK: Well, we had as you well know, we don' t have any dlocation in 4E
whichwe ve requested in the past, but we do have dlocation in 4D and we have two communities that
resdein 4D but we il recaive the smadles, | just wanted to make that point in there. We' ve started
the hdibut fishery out in . Lawrence Idand, mainly Savoonga, and we' ve had some participation in
the past from Gambell. The program started very successful, but this past year, they' ve been having
some weather problems and we' ve asssted with boat launching areasin &. Lawrence Idand. This
year, the main problem that we identified was, again, weather; and dso there was a multi-million-dollar
military cleanup a Northeast [Cape?] and the red fishermen or the serious fishermen that we' ve had in
the past chose to take employment and that | eft few fishermen to participate. So we did not harvest as
much aswe have in the past. But a new thing that happened this past year was o that 4D-4E line
became permeable and we have, | bdieve, twenty-two fishermen that have signed up and are sarting
to fish off the 4D quota since it can be harvested in 4E. We had offers from Bristol Bay for 4E quota
but we chose not to take that. Last year we did purchase some and harvested in 4E area, but this year

it" salittle different sory. So that fishery isthe only fishery that is on-going right now dong with our
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CDQ Norton Sound crab which we' re about dmost haf way through that fishery, the CDQ portion of
it. The ADF& G open access fishery on Norton Sound crab is over.

MR. EDGMON: So when you [UNINTELLIGIBLE] your fishermen, the bulk of those
fishermen come from Savoonga then?

MR. ASICKSIK: | would say the bulk of them are going to be from Nome.

MR .COTTEN: Soyou re saying in addition to the Savoonga operation.

MR ASICKSIK: Yes.

MR. COTTEN: Where are you processing...

MR. ASICKSIK: WE' re processng in Nome. We lease afacility from Eric
[UNINTELLIGIBLE] at the new small-boat harbor. When we start construction on our new facility
next year, we hope to be processing there.

MR. COTTEN: Other questions? Thank you very much. We' |l see you tomorrow.
Before | forget, tomorrow means, as with this afternoon, means the sixth floor of the Robert B. Atwood
Building. | think there 1l be 9gnsin the hdlway tdling people whereto go. Thereé s one conference
room on the sixth floor and it” s not hard to find.

MR. COTTEN: Last but asaways not least... W€ reglad you re here, Robert.
Welcome.

MR. ANDREWS: Mr. Chairman. I m Robert and I’ m Chairman for Y ukon Delta
Fisheries Development Association [UNINTELLIGIBLE] our Secretary and Treasurer
[UNINTELLIGIBLE] . | just want to [UNINTELLIGIBLE] from Grayling. [UNINTELLIGIBLE]

We have our godsfor our training and jobs and so [UNINTELLIGIBLE] we' |l eaborate
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[UNINTELLIGIBLE] other parts[UNINTELLIGIBLE].

MR. ALSTROM: Mr. Cotten, Mr. Bush, it’ s hard to follow Norton Sound. Asitis
my syle, I’ Il just start by rambling. What I’ d like to do iskind of open the State, the Alaska
Department of Labor, in their October issue of Alaska Economic Trends, they put out some information
onthe YK region. I’ d like to quote some numbers. The growth rate for the last nine years has been
close to twenty-four percent, population-wise. Moreimportantly, haf of the areal sresidents areless
than nineteen years old out there. Thisisdirectly from the State. Approximately haf of the money
coming into the Y ukon Ddtais through what they’ re caling transfer payments, [UNINTELLIGIBLE]
payments. | guesswhat I’ m redlly getting at when | quote from this Alaska Economic Trendsisthar
concluson at the end of it. When | read the conclusion, | thought they need go snesk a peek at our
CDP here, because basicaly their conclusoniswhat we' ve concluded in our CDP. I’ |l go ahead and
guote from the Alaska Economic Trends, October 2000, put out by the Alaska Department of Labor.
Remote rurd setting, vast distances, and asmal community economy dl limit work force and career
development in [UNINTELLIGIBLE] area. Often, residents of the area have to seek seasond
employment far away from home to earn an income to support their families. A big advantage in the
Y ukon Deltaregion isits young population. Education and job training would be the most important
ingredient to create the areal s new economy without sacrificing ancestrd traditions. Throughout the
summer, we went out and we met in our Six villageswhen we' re [UNINTELLIGIBLE] the CDP. We
asked the villagers, what are we doing right or what are we doing wrong? What would you like to see
change within the CDP?@And overwhe mingly, whet the villagers said was, training and jobs. So when

you look at Yukon Ddta s Community Development Plan, we' re heavy once again on training and
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jobs. What | would like to see [UNINTELLIGIBLE] we' d like to see her with avariety of options
before her and those options are provided by Y ukon Delta[UNINTELLIGIBLE] . And what are
some of those options? Obvioudy, | think we can compare our jobs program with any CDQ group.
We' ve been very successful doing that, putting the bodies out, whether on our pollock partners or our
cod partners or whatever; we can find jobs for people. So that’ s one option. We have avery good
vocationd training program that we B through [UNINTELLIGIBLE] and [UNINTELLIGIBLE] and
we' re expanding that program to other vocationad schools whether they' re in the state or outsde the
date. We have an excellent B we have two scholarship programs. Both prepare students  needsin
thestate.  or if there are vocations outsde the state they' d like to attend. We have a scholarship
program [UNINTELLIGIBLE] . W€ ve had successes in those programs. We have two young
people from [UNINTELLIGIBLE] are teaching down there now. We put them through the school and
there are numerous examples like that. We have an internship program that puts people to work.

We' vehad ahardtime B we' ve been successful putting people to work on processing jobs on boats,
we could put the numbersup. We' ve had a problem of maybe moving those people up. So we have
an internship program where we' ve got a couple guys from Grayling out on a catcher vessd working
on deck. We' ve got one or two guys from Emmonak, we' ve got aguy from Alakanuk working on
catcher vessals on deck. What we do is we subsidize the program until they’ re [UNINTELLIGIBLE]
out there working on the deck of aboat. We' ve got other internships with like with Peter Pan in the
office. Icicle Seafoods has been very supportive of providing internshipsfor us. Those are some of the
options that a young person coming out of one of our villages can look for. We' ve been successful at

providing these opportunities, but we' ve been kind of weak a doing follow-up and we recognize that.
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Maybe we get aguy on aboat and a couple of years later he fdls out of the system. So on our current
CDP what we' re B thiswas brought up in a couple of the villages, what we' relooking to hireisa
career counsdling type person that will make sure that these people don' t fall through the cracks. We
can provide them the opportunities whether they want to go to work offshore, if they want to pursue a
career. I’ mnot going to tak off the top of my head, but there are some Federd and State programs -
and CDQ programs, ours included - that we put people through a vocational school in Seward. They
go to school in Seward. A couple years later, they' reout, they' ve got a certificate of some sort; but
thenthey’ reback inthevillage. And we want to try to get away from that problem. Wewant a
person to st down and say, these are the opportunities. Isthis what you redly want to do? Wedon' t
want to provide them avacation for awinter or a couple winters away from home. We want them to
make these career choices. We haven' t been very successful at doing that. So we hope to rectify the
problem and work toward providing those long-term goads[UNINTELLIGIBLE] . | think the next
question iswhat happens to these good programs if the CDQ program goes away? Or is cut down,
which may have the same effect. What' |l happen? Can we keep providing some of these programs?
We plan to by making bedrock investments and we started those investmentsin the past year. We' ve
invested the mgority interest in two off-shore catcher vessals, pollock catcher vessds. We' ve invested
in amothership operation, nineteen percent of it. Andthat’ sjust recently been gpproved by the State
and Federal governments. We' re looking to invest here by the end of the year in acod processng
vess or vessls, we' relooking a a number of them. We' re looking for bedrock investments. Crab
iscoming up. W€ relooking at investing in acrab vessd, just to provide the foundation for these

programs to operate if the CDQ program is cut back or goes away. | think, you go out to Y ukon

Page 46 of 59



Déta, go out to Y ukon River [UNINTELLIGIBLE] from Grayling, you look at the Y ukon River in
generd, one of the largest river basinsin the United States, obvioudy the largest one in Alaska, and the
Sateisflyingin sdmonto our villages. That' scrazy. [UNINTELLIGIBLE] sdmon. It sredly hard
to make investments in the region, bedrock investments. We' re going to make investmentsin the
region that provide little or no return. So we' relooking at making invesmentsin marine fisheries. We
started a project B these projectsand | think we' re taking adow look a them. | think we' ve made at
least our initid investments have been B are going to be very successful. Mr. Duffy asked a question of
one of the CDQ groups of how did the AFA affect your seasons. Pre AFA, if we had invested in the
mothership operation catcher vessels, we probably would have paid a heck of alot more for the
mothership. But we took a wait-and-see attitude and | think the origina investment would have been in
the mothership operation and that wouldn' t have been awise invesment. Thereason | bring that up is
we' rekind of taking B asfar as the cod investment B we' retaking adow agpproach. We' dliketo
see what [issues?] [ensues?] for the council regarding critical habitat and sealions
[UNINTELLIGIBLE] before we make this investment. We don' t want to [UNINTELLIGIBLE] B
we' ve got anumber of options and if decisons on critical habitat lean one way or the other, one option
might be better than the other. We hope to make amgor investment in cod herein
[UNINTELLIGIBLE] another year. Some forms of economic development in the villageswe' re
looking at iswe' retaking B you know in the past we' ve kind of looked at maybe specific projects. A
vaue-added project in Emmonak, maybe onein Kotlik. We' retaking a more regiondized look at
things. In the CDP, we' re looking a maybe doing regiond marketing with the existing Y ukon River

Association out there. If it appears from size of production in the last few yearsthat therean’ t gonna
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be much commercid production on the Y ukon. So maybe awhole series of smdl projects makes more
sense B or combining projects that are dready out there B makes more sense than trying to earmark
one. Sowe' retaking amore regiona look. Including village [UNINTELLIGIBLE] program
[UNINTELLIGIBLE] . Looking &t it in the more regiond way. We' relooking &t trying to do B we
are currently dready building skiffs out there in Alakanuk. And we plan to do that B skiffsand deds B
through the winter. Kind of recognizing that these projectsin the villages, the return to the company

i tthat great B the return on the investment is going to be bresk even or asmdl profit. But the return
will beto the people that are working out there. And we' re not talking about large projects. three or
four people. We have some B we' re dso working with Y ukon River Drainege dso to put inice
machine projectsin the village. Building these smdl projects where maybe ingtead of alarge-scde
freezer process project, we [UNINTELLIGIBLE] . We aso have aproject in the current CDP where
we' d provide smdl grants and loans to people wanting to expand out of the [UNINTELLIGIBLE]
fisheries. WE ve got experience now in Norton Sound crab, [UNINTELLIGIBLE] herring, we' ve
got experience for many years. We actualy [UNINTELLIGIBLE] Savoongain >93 to develop the
Norton Sound halibut. We' d like to expand -- there is some [UNINTELLIGIBLE] private vessalsin
the Y ukon that would like to move but they don' t have expertise where their markets are or equipment.
We' d liketo provide grants and loans to help these people out. That' skind of been a shift avay from
past years where the company itsdlf hasinvested in smdl vessals. We' ve since shifted the focus and
tried to help out the private individud involved in these [UNINTELLIGIBLE] fisheries. We dso have,
of course, our loan program that you re aware of for buying permits and vessls. We work with the

State Dividon of Invesment. That' sbeen largely successful. We' ve had probably a ninety-five
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percent success rate over the years, | think. We' ve had a couple defaults. That program is sarting to
get herring or sdlmon permits back to the area resdents. We have an |FQ purchase program B we kind
of shifted emphass on that to provide fish for our wholly owned vessd, the LisaMarie. Andtha’ sin
our new CDP. | just want to come back to the main emphass. The main emphasis on our program is
the young people out there and our vocationa and jobs programs and how those things will be carried
forward in the future.

MR. COTTEN: Thank you. Questionsfor Ragnar Board or staff.

MR. ALSTROM: I think, Mr. Cotten, | don' t mean to interrupt you, but | think that a
couple of the Board members have comments.

MR. COTTEN: Sure. Absolutely. Please.

MR. WALKER: My nameis Carl Waker and it’ smy first year on the Board with
Yukon Ddta. I’ ve had avery great experience. It' sagreat board to work with, with one common
god and that’ sfor the economy and the fishermen and each other, the young people that are out there.

| emphasize that one becausewe vehad asmdl B it' sabig group for us, we' reasmdl village B ten

or twelve young people coming through high school now. [UNINTELLIGIBLE] you want them
working [UNINTELLIGIBLE] and the doors are open for them for jobs and scholarships
[UNINTELLIGIBLE] . One emphasis| want to make though, when they apply for thesejobs, I' m
glad that they seethat they' re drug-free on these boats. That helpsthe kidsfor at least a couple
months, they’ re working and they' re drug free. Have agood life if the company
[UNINTELLIGIBLE] go back to have a better life. If one or two come back like that, that helps us

out. At lesst [UNINTELLIGIBLE] . Thank you.
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MR. COTTEN: Thank you.

MR. ALSTROM: [UNINTELLIGIBLE] Asyou guysknow, when the Y DFDA
started off redly smal on our quotas and our percentages and now we' re getting up there pretty much.

We' re succeeding, in my view. | believe if we succeed, the better we do here, the better our kids will
do. Evenif for some reason, one does not succeed, YDFDA, | believe, has the ability to adapt and
change with thetimes. That' swhat we' retryingtodo. That' smy god. That' sour god. Theman
thing isour kids. If we can do that and our kids see us do that, then they in turn won' t be scared to
step forward and try and succeed. Thisisafirst step for our [UNINTELLIGIBLE] , the first mgjor
step we' retaking. Mr. Cotten, I’ d like to make one find comment. | think there’ saredization out
there in the Y ukon that this might be the only program out there that’ s going to provide traning and
jobsfor the coming years. Therejust an’ t anything ese out there. The collgpse of the sdmon fishery,
that' sthe only other resource we have is the people that are out there. And | think that in our private
mesting this afternoon, hopefully the oversight will ask the Board members, thereé sa serious redlization
thet thisisit out there. Thank you.

MR. LAMONT: Mr. Cotten, members. Sdlf-sufficiency has been probably our number
one main god for Yukon Ddta. Over theyears, my interest in Y ukon Delta has been their main
objective: to provide an economic base in one of the most depressed economic regions of the state.
We have never had any type of off-shore fishing resources prior to the inception of the CDQ program.
We have no mining, no mgor commercid salmon fishing, no tourism, no logging, no crabbing, no long
lining for hdibut . And | could go on but for time purposes |’ d like to emphasize that the CDQ

program was afew sticks of dried spruce into our new-kindled fire. Thiswork B we' re developing
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our economic base. We' re providing higher education opportunities, job training, employment, and a
modd for the work ethic that seems to have been lacking. Being a Board member was an educational
experience for me to go out to our member villages to solicit for our new initiatives for the 2001-2002
season. With dl the requests for investing into our future resources - our children, grandchildren, and
great-grandchildren - | fedl we do need to increase our CDQ pollock and halibut quota. With an
increasein quota, we' |l be able to fulfill dl the job requests, provide much-needed scholarship funds for
young women and men who want a[UNINTELLIGIBLE] post-secondary ingtitutions, continue to
make investments in sound economic entities that will help usin making a solid economic bass. To
summarize, | know the benefits of our CDQ program have been positive on our member communities.
With an increase in quota, the benefits to our member communities will only incresse. When the
people’ s sdf-esteem ishigh, the production level isdso high. Please, remember we' redl inthis
together and together, we can dl make it happen. | know everyone wants an increase in their
dlocation. There must be away to increase the overal CDQ dlocation. But for now, please take into
congderation the past history of our CDQ group, the depressed economy of our region, and lastly the
future of our children, grandchildren, and great-grandchildren. Thank you.
MR. COTTEN: Isthat it? Arethere questions for the group?
MR. EDGMON: Ragnar - maybe | should address Carl aswdll, last year

communities added to the program as awhole and two of them werein your region. Mountain
Villageis pretty good size, | know Matthew isin the audience Board members - aswell as
Grayling. But how have the communities taken to CDQ program? | know you had

[UNINTELLIGIBLE] community meetings earlier...
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MR. ALSTROM: Mr. Edgmon, before Carl responds to that, let me respond to that.
Wehad acdl, | think it wasin June, June or July, in Grayling. They were - not Carl but the other village
rep there, or the village rep that we in the village - [UNINTELLIGIBLE] they were mad because not
enough jobs were being provided to Grayling. We' ve had an excellent success rate with the people
from Grayling we ve put out. | think the firg time we sent out, | think, five people and they averaged
thirteen thousand in Sixty days. That was- I’ d like Carl to talk about that - a maor impact on the
village up there. | dor t think we' ve had one person from Grayling, of dl the peoplewe ve sent out,
quit a contract or got up. We got two guys on acatcher vessd. | think it’ san excedllent program up
therein Grayling. Hrefighting, very minimad trgpping, and | don' t know what elseis going on up there.
It savery mgor impact to the [UNINTELLIGIBLE].

MR. WALKER: Yeah, that' s about right because [UNINTELLIGIBLE] for success
of it. Right now, likeit’ sthefirst year, you know. It' |l take time to kegp on working with this program
to make [UNINTELLIGIBLE] astime goesby. It sanew program, [UNINTELLIGIBLE]
experience [UNINTELLIGIBLE] but the success rate was [UNINTELLIGIBLE] . |
[UNINTELLIGIBLE] was pretty good [UNINTELLIGIBLE] . The fishing like in January, that covers
alot of ground because there’ s absolutely nothing going on during the winter months and thet bringsin
alittle economy to the village, alittle pride. Telling other people what goes on out there. That' sa
learning process, to be able to get out of the village and work with other people from al walks of life
and get dong with them, that in itsdlf is an experience in learning.

MR. ALSTROM: [UNINTELLIGIBLE] Mountain Village. Theimpact of Mountain

Villagewe ve seen since [UNINTELLIGIBLE]. What' stoo often? Most of the impact up there has
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been mainly in the form of scholarships. We ve got alot of young people from Mountain Village thet,
for one reason or another, want to go out to various schools, whether in state or out of state. We do
have some success stories from [UNINTELLIGIBLE] processing work. But more of the impact has
been in the scholarship programs.

MR. COTTEN: Any questions of the group? Greg.

MR. CASHEN: | just have aquestion on your hdibut fishery if you could briefly explain
that, the communitiesinvolved.. | notice theré san increasein dlocation requested but it” s only four
4D and not for 4E. | wasjust...

MR. ALSTROM: Mr. Cashen, as you know our alocation was for 4D hdibut and we
couldn’ t crossthe 4E line until earlier thisyear. All that 4D hdibut was taken by our wholly owned
vess, the LisaMarie. In previousyears, asit was this year, that area where halibut was taken is
northwest of the Pribs which, weather-wise, in previous years we have meant to harvest that with our
thirty-two-footers. We never did. And we aso never did explore for halibut off 4E because we didn' t
have we didn' t have aquotain 4E. With the line being permesgble now, we' d like to take the Lisa
Marie, and if we got the increase that we' re requesting, and use that increase specificaly to look for
haibut off the Y ukon Delta. We had an informal agreement with the other CDQ groups that, if we did
come into 4E, it would beinto the arearight off the ddta. Sowe' d like to take the LisaMarie and
make it economicaly feasble to look for halibut as close in as possblein 4E. We only requested 4D
because the line now is permesble.

MR. COTTEN: Okay, unlessthere’ s other questions, thank you very much,

Robert, we gppreciateit. That concludes this portion of the public hearing. Thereé stwo more
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portions. Aswe' ve donein the past [UNINTELLIGIBLE], if thereis anybody from the outlying
communities wanting to make a comment on the alocation requests that are in front of us for calendar
years 2001 and 2002. I’ d liketo restrict the comments to that subject matter. If | could, for purposes
of timing, if we could have the comments by those restricted to three minutes and perhaps followed by,
if necessary, questions from the members of the CDQ team. Soif | understand it right, we have a
number of communities on line. We have Nome, Dillingham, Bethd, and Undaska; but we have,
currently, two people, both from Nome, who wish to testify on this CDQ application plan for the
alocation cycle. So issomebody there from Nome? Thereis. Could you state your name please and
whoyou re dfiliated with.

MR. SMITH: My nameis Tim Smith.

MR. COTTEN: Okay, Tim you have three minutes if you would like to comment on the
alocation cycle for 2001 and 02.

MR. SMITH: Okay, My nameis Tim Smithand I’ m with the Nome Fishermen’ s
Asociation. It fedslike dgavu dl over again. I' m here with another CDQ alocation period and I’ m
here to complain about Norton Sound Economic Development Corporation’ sfalureto dlow any
reasonable community involvement in the preparation of the Community Devel opment Plan that your
committee has before you. Last year, the State of Alaska adopted regulations which required an
goplicant for a CDQ dlocation to show what level of community involvement there had beenin
developing the CDP. And they didn' t dlow any community involvement in 1999 but the State of
Alaska overlooked because they said they said the regulations were too new for NSEDC to be held

accountable. Well, it sayear laer, and, once again, NSEDC has alowed no meaningful community
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input in preparing the CDP you have before you. Just last night | asked the mayor of Nome if he felt
that there had been reasonable community involvement. He said, no. | asked the mayor of Tdler the
same question. Both of them said, no. | heard from the mayor Grayling. Same thing: no meaningful
community involvement. The Nationd Academy of Sciences Committee, as you probably al know,
wrote that the greatest weakness of the CDQ program was alack of consistent communication we see
between CDQ groups and the communities they represent. Particularly alack of mechanismsfor
Subgtantid input from the communities in the government structures B governing structures. There' s
been alack of outreach by the State to the communities to help insure that the communities are aware of
the program and how to participate. I’ msureyou redl aware of that. I’ m just wondering, why
has t the State taken these recommendations serioudy? Why do you continue to alow CDQ groups
to isolate themselves from the communitiesthey’ re supposed to represent? |’ ve seen nothing in the
CDQ documentation or the State and Federd regulations that would suggest that a CDQ program is
intended to create a smal, exclusve club of passve stock investors, completely isolated from Western
Alaska. Tha' sexactly what our CDQ organization has become. I’ ve seen no meaningful objection
fromthe State. [end of tape]  ........... frequent application asking for additiond fisheries alocation.
But right now, the interest on the money we dready have in the bank is enough to pay for the few, smal
programs described in thisplan. | can' t see any need for future dlocations. It' s not that we don’ t
need fisheries development. We need the CDQ program in Western Alaska, as you dl know,
fishermen out here are facing very hard times. We' ve had some severe declinesin most of our
commercid fisheries. Inthis area, even our subsstence fisheriesarein total decline. Salmon fishing has

been prohibited in this areafor eleven years. So we need the economic benefits promised by the CDQ
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program. It' stimeto deliver on those promises. | don' t think you should gpprove NSEDC’ s current
CDQ gpplication until they have gone back to the communities and made a meaningful effort to
incorporate the wishes of the communitiesinto their day-to-day operations. If that means you haveto
delay making the dlocations, well, so beit. But to continue the status quo is an insult to the peoplein
thisarea I’ dliketofindly see someactiononthis. I’ ve complained about this at some length.

You vehad plenty of timeto investigate the alegations that have been made. What' sthe problem?
Why are we waiting?

MR COTTEN: Thank you, Mr. Smith, for your testimony. Were there questions from
gaff in regardsto Mr. Smith?

MR. EDGMON: Can | make aresponse, Mr. Chairman? Thisis Bryce Edgmon, I’ m
the CDQ Manager, and | have the privilege of working with dl sx groups and looking a dl the financid
audits, dl the quarterly reports. And we query dl the groups on every aspect of State regulations and
Federd regulations, and so forth. | just want to say for the record that, based on my conversations with
Eugene Ascksik and the quarterly reports from Norton Sound, that the community participation
numbers were actudly quite impressive for the fifteen or so communities in the Norton Sound region.
The numbers were quite high in dmost every community; and | know that the Norton Sound staff made,
in some respects, kind of extraordinary effortsto get out to the various communities: snow machining in
between the communities and flying out wherever and whenever possible. In terms of the passive stock
investor point that you just made, Tim, let me remind you that Norton Sound isright now involved in
two very extensve projectsin the city of Nome, as highlighted earlier by the staff to us herein

Anchorage. Oneisaseafood processing center, that | think the completion date is starting next year in
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2001; and the other is dgnificant contribution to the Port of Nome, a project that can be extensive and
very costly. Thisin addition to other projects throughout the region that the group isinvolved in. So,
just for the record, | wanted to make those comments.

MR. COTTEN: | appreciate both the public testimony by Mr. Smith and certainly
yours, Bryce. Withthat, I’ d liketo go on to the next person who wantsto tetify. | believeit’ s Mr.
Chris Blount.

MR. BLOUNT: Yesdir, thisis Chris Blount in Nome. | have three brief comments.
They' re not dlocation-specific, so would you want meto do it now or later?

MR. COTTEN: Wdll, thisisthetime. Go ahead. Y ou have three minutes, Chris.
Please go ahead.

MR. BLOUNT: All right. It'" smore of atheoretical nature, but | didike that
government creates an entity like NSEDC or others, which ends up stting on millions of dollars, like
thirty million currently | believe, and so forth, growing perhgps, without the public having complete
access to the numbers.  Like who manages this account? Capitd gains, capitd |osses, sdaries, travd,
trip reports and such. | just think that NSEDC should be completely accessible in every aspect by the
public and answer any questions of any economic nature. That was my comment number one. The
second comment | haveisthat | am a aloss asto why NSEDC, if thisisindeed correct, has or is about
to invest twenty-five or twenty-seven million dollarsin aflegt, afishing fleet, which may reduce the
number of fish in our region. Now, people in thisregion tak very much about those ships out there, as
it" scaled, taking our subsistence and generd fishing quota, or | would say assetsin thisregion. Soll

wonder if you could comment why it isin theinterest of these people, of the people in thisregion, to
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invest that kind of money in that kind of afleet. And thirdly, | wonder if you would comment on why
the NSEDC isnot located in Nome. | understand that would be quite a number of employeesin Nome
and since thisis economic development, it seems to me that it should be based in Nome, so we can talk
to them, see their numbers, and basically keep an eye on what' sgoing on. Thank you, Sr.

MR. COTTEN: Thank you, Chris. Actudly, thisisapublic hearing and | think I’ m
going to redtrict it to comments about the dlocation; and | certainly would include those that you made.
But what I’ m not going to get into is a debate, and particularly the debate about a particular group’ s
interna operations. | think if I could make a suggestion, those questions would be better served and |
think you would have a better didog and conversation about those matters dedling with the group
directly as opposed to through us. With that, unless there are other peoplein Nome that wish to testify,
| was going to go to another site. | don' t know if there are people at the other sites any more, | don' t
know if they' ve lasted the entire duration of our hearing. But | guess1’ Il ask. Question: isthere
anybody in Dillingham, Bethel or Undaska, even to ligen? Apparently not. Okay, well, then | guess
that would conclude the second portion of our public hearing. The third portion, the last portion, of
coursg, is the people in thisroom. And | know that there are B obvioudy the groups have testified and |
don’ t see too many people here who are not associated with any of the groups. But | will ask if there
is anybody individualy with or without the groups that wants to testify on the allocation proposals that
areinfront of us. There are no takers on that request. Okay. Having said that, and having heard no
bidders, | think unlessthere’ s other comments here, as | mentioned earlier, the group hearings or group
discussons with the teams sart a one thirty with Bristol Bay followed by Y ukon Ddta at three thirty

today on the sixth floor of the Atwood Building, that' sthe old Bank of America[Ensearch?] whoever
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it was before that building. The one a couple of blocks avay. On the sixth floor and there should be
dggnsin the hdlway asto what conference room they' re being held. Aside from that, | think that
concludes our public hearing. Thank you very much for your time and your presentations.

[END]
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