AGENDA C-1

SEPTEMBER 1995
MEMORANDUM
TO: Council, SSC and AP Members
ESTIMATED TIME
FROM: Clarence G. Pautzke
Executive Director 1.5 Hours
DATE: September 8, 1995

SUBJECT: Community Development Quotas
ACTION REQUIRED

(a Review pollock CDQ programs and Governor's recommendations for 1996-98.
®) Status report from State of Alaska on adding Akutan to eligibility list.
(©) Consider establishing CDQ Implementation Committee.

BACKGROUND

(a Pollock CDQ Applications

The State of Alaska has been meeting with the six CDQ operations to review their progress since 1992 and to
develop recommendations for percentage apportionment of CDQ pollock for 1996-98. The State will provide
their recommendations and rationale at this meeting. Procedures call for State consultation with the Council on
the final allocations before the recommendation is sent to the Secretary of Commerce for approval. The Council's
formal action in the past has been to pass unanimously a motion approving the Governor's recommendations.

The individual programs and a comparative spreadsheet format are attached as Item C-1(a). Executive
summaries of the individual applications are included in your supplemental folders. :

The percentages for 1992-93 and 1994-95, and recommendations for 1996-98 are as follows:

1992-93 1994-95 1996-98
Coastal Villages Fishing Cooperative 27% 27% 25%
Norton Sound Economic Development Corp. 20% 20% 22%
Bristol Bay Economic Development Corp. 20% 20% 20%
Aleutian Pribilof Island Community Dev. Assn. 18% 18% 16%
Central Bering Sea Fishermen's Assn. 10% 8% 4%
Yukon Delta Fisheries Development Assn. 5% 7% 13%

The Council's proposed 3-year extension of inshore-offshore allocations and the pollock CDQ program was
transmitted to the Secretary on August 29, 1995. A final decision (Day 95) by the Secretary is scheduled for
December 1.

1 hla/sep



®) Akutan
Last June the Council requested the State to consider adding Akutan to the list of communities determined to be

eligible to participate in the CDQ program. We are expecting a report from the State on their progress on adding
Akutan. Following their report we will need to initiate changes to the federal regulations governing CDQs.

(© CDQ Committee

Item C-1(b) is a letter from APICDA requesting the Council establish a CDQ Implementation Committee, and
our response, which was to delay action on this item until this meeting.

2 hla/sep
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1996 - 1998 Pollock CDQ Application Period
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CDQ DATA BY GROUP
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Aleutian Pribilof Island Community Development Association (APICDA)
1996 - 98 CDQ APPLICATION REVIEW

Five (5) Communitics Ropresented: Atka, False Pass, Nelson Lagoon, Nikolski, and St. George, (Akutan’s
inclusion is pending futurc decision by the NPFMC).

1992-93 1994-95 1996-98 Reguested 1996-98 Recommended
Allocation % 18% 18% 22% 16%

Harvesting Partner: ~ Trident/Starbound

Proposed Projects®:
o Infrastructure development

Atka Dock
St. George Harbor
St. Goorge new sub-harbor & ramp
Nelson Lagoon processing facility
False Pass travel lift & storage
Nikolski boat ramp

7. Akutan boat harbor
Education Endowment Fund
Employment agreement with Trident/Starbound
Training
Product Diversification Program
Vessel Acquisition Program
TFQ/Limited Access Program
Fishery Assistance Loan
Stevedore business
Fishcrmen’s Association Donation

L ol

e 6 © ¢ © o & o o

Proiects/Achievements for 1992-95:
e Offshore Employment
Training and Education Program
Product Diversification Program
APICDA Joint Ventures, including Atka Pride Seafoods
APICDA Management Corporation
False Pass Dock Improvement
St. George Dredge
Loan Guarantee Program
Nelson Lagoon Dock

e @ 6 & ¢ & ¢ o

* based on the original plan submitted with a requested allocation of 22%
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~
Bristol Bay Economic Development Corporation (BBEDNC)
1996 - 98 CDQ APPLICATION REVIEW
Fourteen (14) Communitics Represented: Alcknagik, Clark’s Point, Dillingham, Egegik, Eluk,
Manokotak, Naknek, King Salmon/Savonoski, South Naknek, Togiak, ‘I'win Hills, Pilot Point, Ugashik,
and Port Hewden.
1992-93 1994-95 1996-98 Requested  1996-98 Recommended
Allocation % 20% 20% 25% 20%
Harvesting Parmer:  Arctic Storm
Proposed Projects®: —
e Training
o Scholarships
e Employment
e Bristol Bay Permit Brokerage
¢ Factory Trawler
o Freezer/Long Liner
o Crabber/Tender Fleet
e Salmon/Crab Fillet Processor
o Bristol Bay Business Investment Development Corporation
o  Marketing & Distribution Company
Projects/Achicvements:
o Offshore Employment Program
e Permit Stabilization Program
¢ Training and Scholarship Program
v Alaska Scafood Investment Fund
{ !

¥ based on the origina! plan submitted with a requestcd allocation of 25%
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Central Bering Sea Fishermen’s Association (CBSFA)
1996 - 98 CDQ APPLICATION REVIEW

One (1) Communitv Represented: St. Paul

Allocation Amounts:

1992-93 1994-95 1995-98 Requested  1996-98 Recommended
Allocation % 10% 8% 12% 4%

Harvesting Partner: American Seafoods

Proposed Projects®:

Scholarships

FISH Training Program

Fishing Industry Employment

Acquisition of Undeveloped St. Paul Harbor lands
Fishing Loans & Infrastructure

Processor and Vessel Investments

Projects/Achievements:

St. Paul Harbor Dredge

Scholarship Program

Vocational Training

Fishery Employmcnt

Vessel Loan Program

Gear Loan Program

Test Fishery Project

Equity Investment in Longline Vessel
Impact Fund

* based on the original plan submitted with a requested allocation of 12%
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Coastal Village Fisheries Cooperative (CVFC) N
1996 - 98 CDQ APPLICATION REVIEW '
Seventeen (17) Communities Represented: Cherfornak, Chevak, Eek, Goodnews Bay, Hooper Bay,
Kipnuk, Kunigiavak, Kwigillingok, Mckoryuk, Newtok, Nightmute, Platinum, Quinhagak, Scammon Bay,
Tooksck Bay, Tuntutuliak, and Tununak.
Allocation Amounts;
1992-93 _1994-95 1996-98 Regquested 1996-98 Recommended
Allocation % 27% 27% 33% 25%
es er.  Golden Age Fisherics

Pruposed Projects®: ‘

o 4-SITE Training Program

e Salmon Roc University

o Scholarships

o Internships

o Employment

* Long line Vossel Project

o Shore Based Processing

e Tender Vessel Project

e Halibut Infrastructure Improvements
Projects/Achieyements:

s Rcsident Employment Program

¢ Scholarship Fund

o Coastal Village Fisheries

¢ Imarpiqamiut Partmership
* based on the original plan submitted with a requested allocation of 33%

3
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Norton Sound Economic Development Corporation (NSEDC)
1996 - 98 CDQ APPLICATION REVIEW -

Fifteen (15) Communitics Roprosented: Brevig Mission, Diomede/Inalik, Elim, Gambell, Golovin, Koyuk,
Nome, Savoonga, Shaktoolik, St. Michael, Stebbins, Tellcr, Unalakleet, Wales, and White Mountain.

Allocaty ounts:

1992-93 1994-95 1996-98 Requested 1996-98 Recommended
Allocation % 20% 20% 33% 22%

Harvesting Partner: Glacier Fish Company

Proposed Projects®:

Fisheries Development Program

Education, Employment and Training Program
Revolving Loan Program

Shoreside Infrastructure Improvements Program
Saimon Rehabilitation and Enhancement Program
Fund for IFQ Purchases

Harvesting / Tendering Vessel Funding

Education Endowment Fund

Fund for Equity Purchases

Projects/Achicvements:

Resident Employment Program
Education Endowment Fund

Revolving Loan Program

Norton Sound Seafood Products, Inc,
Norton Sound Fish Company
Unalakleet Processing Plant

Salmon and Herring Marketing Program
Koyuk Ice Delivery System

Savoonga Ice Delivery System
Shaktoolik Processing Plant

Salmon Rehabilitation and Evhancement Program
St. Lawrence Island Halibut Fishery

* based on the original plan submitted with a requested allocation of 33%
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Yukon Delta Fisheries Development Association (YDFDA) ™
1996 - 98 CDQ APPLICATION REVIEW

Eour (4) Communities Renresented: Alakanuk, Emmonak, Kotik, and Sheldon Point.

Allocad unts;

1992-93 1994-95 1996-98 Requested 1996-98 Recommended
Allocation % 5% 7% 17.5% 13%

Harvesting Partner: Golden Alaska Fisheries

Proposed Projects®:

Comprehensive Vocational, Education, and Rehabilitation Training Program
Employment Placement Program _
Salmon & Herring Buy-back and TTQ Acquisition Program -
Training Subsidy for Small Multi-fishery Boat Fleet

Joint Vontures in Offshore Catcher/Processor Vessels

Continued Development of Shoreside Processing Operations

Financing Fund to Support Development of Small Business Fisheries

Infrastructure

Projects/Achievements:

Fishery Employment Program
Comprehensive Training Program
Exploratory Fishing Research
Emmonak Processing Facility
Yukon Delta Fisheries, Inc.

* based on the original plan submitted with a requested allocation of 17.5%



AGENDA C-1(b)
SEPTEMBER 1995

Gleutlan l’nbnlof Island Community Development Association

Glida Shellikoff, Chair * Laurence Lestenkof, Vice Chair ¢ Justine Gundersen, Sec-reas
234 Gold St. » Juneau, Alaska 99801 e (907) 586-3107 « (307) 586-1001

July 20, 1995

Mr. Rick Lauber, Chairman

North Pacific Fishery Management Council
P.O. Box 103136

Anchorage, Alaska 99510

Dear Chairman Lauber:

On behalf of APICDA and the other five CDQ organizations, I would like to request that
you establish a CDQ Implementation Committee. This committee would be composed of
one representative from each of the six CDQ organizations, and would work in close
association with staff from the NMFS, the state of Alaska, and the Council. The purpose
of the committee would be to identify, address, and resolve issues that may affect the
implementation, structure, and function of current and future CDQ programs. We
understand that both NMFS and the state of Alaska support the concept of this committee.

If you are inclined to appoint a committee such as this, each CDQ organization would be
pleased to provide a nominee(s) from their organization for you to consider as their
representative.

Sincerely,

GlldaEShelhkoff Chair

APICDA Board of Directors

cc: NMFS
State of Alaska
All CDQ Groups



AGENDA C-1(a)
SEPTEMBER 1995
SUPPLEMENTAL

Executive Summary

Section 1.0 Name of Applicant

The Aleutian Pribilof Island Community Development Association (APICDA) is composed
of fishermen's associations from the eligible communities of Atka, St. George Island,
Nelson Lagoon, False Pass, and Nikolski. The following outlines each community's
compliance with federal and state regulations regarding eligibility:

Section 2.0 Communities Represented

The following eligible communities participate in APICDA:

Majority of
Within On the Certified Fishery
50 miles of Bering Under Activity
Community - Bering Sea Sea Coast PL.92-203 in Bering Sea
Atka Yes Yes Yes Yes
St. George Yes Yes Yes Yes
Nelson Lagoon Yes Yes Yes Yes
False Pass Yes Yes Yes Yes
Nikolski Yes Yes Yes Yes

Section 3.0 Managing Organization

The Board of Directors of APICDA is the managing organization as envisioned in 50 CFR
675.27. The Board of Directors primarily consists of representatives of fishermen’s
organizations from the Bering Sea and Aleutian Islands. Aside from the community and
fishing expertise brought to the board by the members of the resident communities, the
board consists of two members from the business community, one voting and the other ex-
officio. One of these members has a lifetime of experience in the commercial fishing
industry as an employee of the government and as a private consultant. The other is
employed in the banking industry as Senior Vice President of the National Bank of Alaska,
specializing in commercial loans to the fishery industry.

The board chose to retain three professional service firms to assist APICDA in
implementing its program. The firms selected include: Pacific Associates, Inc. a Juneau
consulting firm with expertise in commercial fisheries, the maritime industry, fishery
enforcement, government relations, and management and administration; the Anchorage
law firm of Foster, Pepper & Shefelman with expertise in corporate law and structure,
taxation, and Native affairs; and, the Anchorage accounting firm of Coopers and Lybrand,
with expertise in financial accounting and audit services. A further review of the role and
capabilities of each of these companies in found in Section 5.3.1, 5.3.2 and 5.3.3.
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Section 4.0 Goals and Objectives

The Aleutian Pribilof Island Community Development Association (APICDA) will develop
commercial fishing industry related opportunities and enhance the long term social and
economic viability of the residents of coastal communities in the Bering Sea and Aleutian
Islands.

APICDA will maximize benefits to the member communities and their residents through the
development of infrastructure and fishery support services in the communities, the
acquisition of seafood related businesses, including fishing vessels and/or processing
facilites and support service industries at economically beneficial prices, and the
acquisition of harvest and processing rights. By enabling the communities to participate in
the Bering Sea and Aleutian Island fisheries, APICDA will:

. Promote and participate in business opportunities with capital
investment funds;

. Relieve chronic social problems through the creation of jobs, and
encourage individual growth through educational and vocational
opportunities;

. Promote community control over their individual economic and

social destinies; and,

. Continue to assist each community as they make the transition from
reliance upon a CDQ allocation to economic and social self-
sufficiency.

Section 4.1 Goal 1 Provide capital for construction and

investment to community participation in
Bering SealAleutian Islands fisheries

a.) Assess each communities' ability to take advantage of fishery
support services opportunities;

b.) Complete its infrastructure development program so the APICDA
communities can offer the basic support services from which related
businesses will develop, and so that the cost of services to the
seafood industry can be reduced,;

c.) Engage in joint venture businesses related to the fishery support
services within the communities;

€y
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d.)  Provide capital for vessel acquisition, investments in the processing sector,
and limited access loan programs. '

Section 4.2 Goal 2 Provide and promote employment and
educational opportunities for local
residents in all aspects of the Sea/Aleutian
Islands fisheries

To accomplish this goal, APICDA will:

a.) Continue implementation of the comprehensive employment, job
training and internship program with Trident/Starbound;

b.) Continue funding the Educational Endowment Fund to provide
scholarships for local residents;

c.) Continue to develop and expand the comprehensive training and
employment data base that details the skills, job history, and training
and employment desires of APICDA residents; and,

d.) Continue to promote local hire in all of its capital projects and
investments;

Section 4.3 Goal 3 To become a self-sustaining entity that will
foster continued development, participation,
and stability for the region's communities
and their residents

To accomplish this goal, APICDA will:

a.) Engage in conservative fiscal management;

b.) Maintain sufficient liquidity to take advantage of investment
opportunities;

c.) Approve projects which conform to the Board's objective criteria;
d.)  Participate in a Joint Investment Committee with Trident/-Starbound;

e.) Continue the Product Diversification Program;
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f.) Maintain the quid pro quo policy for all infrastructure projects so |
that APICDA will receive a reasonable return, or the opportunity to
obtain a reasonable return, for each investment; and,

g.)  Maintain diversity on the Board of Directors so that expertise from
the commercial fishing industry and the financial banking industry is
available and participating.

Section 4.4 Milestones
Table 1 identifies the milestones for this CDP.
Section 5.0 CDQ Requested

APICDA requests a CDQ during 1996, 1997, and 1998 of 22% (approximately 22,000 mt)

~of the total pollock CDQ. As shown in Table 5.2, this level of CDQ will generate
approximately $4.4 million of revenue in each of the three years. A CDQ at this level
should allow APICDA to become self-sufficient by the end of 1998 if the income and
harvest projections used in Chapter 4 are accurate.

Section 6.0 Description of Projects

APICDA's capital expenditure program emphasizes a combination of local infrastructure
development and equity acquisition in fishery related businesses. The board believes that
economic and social stability within an APICDA community, and economic self-sufficiency
for APICDA, are interrelated. Both depend upon economic activity in the communities.

For there to be economic activity on a local level, each community must be able to take
advantage of its geographic location and other assets. During 1993, APICDA commenced
an infrastructure development program intended to make it feasible for the groundfish and
crab industries to utilize our communities for fishery support services. Once complete, the
foundation for economic development in each of the communitdes will have been
established.

Section 6.1 Atka

Assuming a positive decision to construct the proposed dock, and completion of a quid pro
quo agreement, APICDA has allocated an additional $1.2 million during 1996 for dock
construction (bringing APICDA’s total commitment to $1.7 million). The $1.7 million is
to be used as matching funds. If the. project proceeds on time, construction should be
completed during the summer of 1996.
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In concert with the dock project, APICDA is also investigating the establishment of a fuel
tank farm and other associated support service businesses in Atka. To the extent possible,
APICDA will develop equity relationships with local Atka residents and/or the Atxam
Corporation to own and operate these businesses. It is probable that the cost to move
and/or construct a processing facility at the new dock will exceed $1 million.

The halibut and sablefish IFQ programs include a community development quota program.
For halibut, 20% of the Area 4B quota is set aside for the exclusive use of the residents of
4B communities. The only civilian community within 4B is Atka. The 1994 Area 4B CDQ
allocation was 462,000 pounds. For sablefish, APICDA received 10% of the Aleutian
Islands sablefish CDQ (approximately 60,000 round pounds).

Both Atka and APICDA will benefit from the halibut and sablefish CDQ programs. As
stated above, the local fishermen need to upgrade their vessels. APICDA will assist local
residents in improving their vessels through plant loans from Atka Pride Seafoods and/or
through the Fishery Assistance Loan Program APICDA is developing (see Section 3.10).
Proceeds generated from their harvest of the halibut CDQ will serve to meet their loan

payments.

Section 6.2 St. George

APICDA, through its partnership relatonship with the City of St. George, the Traditional
Council, and the St. George Tanaq Corporation, may serve as a lending entity to local
groups seeking to develop new businesses or expand services. APICDA will serve as an
equity investor on a case by case basis. In providing loans with a fair market rate of return
and/or participating in harbor and fishery support services, APICDA expects a reasonable
economic return from its investments in St. George.

APICDA has begun discussions with Snopac to form a joint venture through which
APICDA and Snopac would develop shoreside processing and dock facilities in the
northern portion of the harbor. Pending the results of the 1995 Bering Sea crab survey
(results available in September), and our negotiations with Snopac, the project may be well
underway during 1996. The construction phase would include building a shoreside
processing facility and dock facilities (including a dock on the leased land held by
APICDA). APICDA’s costs are estimated at $1 million.

APICDA is also forming a joint venture with the Tanaq Corporation to excavate a new sub-
harbor on the south end of Zapadni Bay. This project would consist of creating a new
harbor basin of nearly 3.5 acres on land owned by the Tanaq Corporation. The basin
would-be able to support a shoreside processing facility and a floating processor.
Additionally, the basin could serve as a small boat harbor for the local fleet. The cost for
this project, including construction of the dock facilities, is estimated at $1.6 million.
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APICDA will also evaluate construction of a ramp on the northeast side of the island. The
ramp would be used to launch and retrieve vessels from the local fleet. The best halibut
fishing is on the north side of the island. The run from Zapadni Harbor to the northern side
of the island exposes the small, local fleet to the open waters of the Bering Sea. Immediate
access to the north side would substantially increase the ability of local fishermen to harvest
halibut. A decision whether or not to proceed will be made by the end of this year. Cost
projections range from $20,000 to $450,000, depending upon the scope of the project.

The halibut and sablefish CDQ programs also offer opportunity for the future. These
CDQs provide for 50% of the area 4C halibut quota’to be set aside for the exclusive use of
the residents of 4C communities. The only communities in 4C are St. George and St.
Paul. The 1994 Area 4C CDQ was approximately 350,000 pounds. Both St. George and
APICDA will benefit from the halibut and sablefish CDQ, just as APICDA and Atka will
benefit from the Area 4B halibut CDQ.

Section 6.3 Nelson Lagoon

The combination of a dock and a small processing facility in Nelson Lagoon would provide
the community with the ability to establish a stable, albeit small, economic base. Local
fishermen spend their summers harvesting fish in the vicinity of Nelson Lagoon, but must
deliver them to other areas where docks and processing facilities exist.

As part of its development plan, APICDA will study the viability of a small value-added
seafood processing facility in Nelson Lagoon. The feasibility study and pro forma will be
complete this fall. A decision whether or not to proceed will be made by the end of this
year. If the decision is to proceed, construction should begin in the spring of 1996, with

the facility operational next summer. We expect the cost of the facility to be approximately
$650,000.

Section 6.4 False Pass

False Pass has embarked upon a planned program to develop a fishery related economy.
The plan has clear goals and objectives. The foundation was the construction of the new
dock. That was completed in 1992. The remainder of the plan relies upon the development
of additional support services, a small boat harbor, and shoreside seafood processing.

APICDA will evaluate the possibility of forming a joint venture with the Isanotski
Corporation to purchase a travel lift for a vessel haul out and storage business. The travel
lift would have sufficient lifting capacity to handle most vessels that operate in the area.
Many of the vessels that participate in the Area M salmon fisheries are stored for the winter
in other Alaska locales far removed from the immediate fishing area. The ability to store
vessels in False Pass near the fishing grounds, may be more desirable to the vessel
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owners, particularly with the availability of the False Pass gear storage warehouse. The
" cost of a travel lift is approximately $1 million.

Section 6.5 Nikolski

APICDA will construct a concrete boat ramp in the community for launching and retrieving
vessels. This will be accomplished in the spring of 1996, and will cost approximately
$50,000.

APICDA proposes to develop a small fishing lodge in the community. The company
would be a joint venture between APICDA and local residents, the local IRA, or the local
village corporation. The company would use existing, unoccupied houses as lodging.
Appropriate vessels would be purchased and located in Nikolski to serve as a charter
fishing fleet. Local residents would serve as employees of the company. Halibut and
salmon caught by the fishing lodge clients would be processed and frozen at the cold
storage/meat processing facility. This would be a very modest operation, and could be

operational during the summer of 1996. The estimated cost to develop the business is
$300,000.

Section 6.6 Akutan

The residents of Akutan have been striving for the past several years to gain entry to the
groundfish fisheries in their area. Their success has been limited by small vessels and the
lack of capital to purchase larger vessels. Even if capital was available for larger vessels,
weather conditions and the lack of a small boat harbor would make it impractical for the
local residents to operate the vessels on a daily basis.

Trident Seafoods plans to expand their dock by several hundred feet during 1996. The
construction will consist of a sheet piling design. This will create a small enclave between
the expanded dock and the shore, which could be converted to a small boat harbor/mooring
facility for an estimated $1 million. APICDA proposes to allocate $250,000 during 1996
as matching funds for the construction of the small boat harbor. Completion of this facility
would make it practical for local residents to purchase medium size vessels and participate
in near-shore groundfish fisheries.

During 1997, assuming the small boat harbor is constructed, APICDA plans to construct a
Pacific cod processing facility in Akutan. The facility will be a joint venture between
APICDA Joint Ventures, Inc., and one or more of the local Akutan entities (the Akutan
Village Corporation, the Akutan Fishermen’s Association, or the IRA Council). Trident
Seafoods has agreed to participate in the planning design of the facility, and has offered its
assistance in marketing and other aspects of the business.
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Akutan residents will also have access to the Fishery Assistance Loan Program (see Secuon
3.10) for funding assistance for their entry into the groundfish fisheries.

Through this program, the local Akutan residents will be able to develop an independent
local economy based upon their direct participation in the fishing industry.

Section 6.7 Small Vessel Acquisition Program

Few of the residents in APICDA communities have fishing vessels of the type necessary to
safely and profitably harvest fishery resources in"the Bering Sea/Aleutian Islands. The
APICDA Board recognizes that self-sufficiency for local resident fishermen is not possible
without access to vessels capable of fishing the waters adjacent to their community.
Accordingly, APICDA will assist local fishermen in upgrading their current vessels or
purchasing other vessels that will allow them to safely participate in their near shore
fisheries. APICDA’s assistance will take the form of loans (through the Fishery Assistance
Loan Program outlined in Section 3.10 below) or through lease/purchase agreements made
in conjunction with APICDA joint venture seafood processing companies where

appropriate.
Section 6.8 Large Vessel Acquisition Program

APICDA intends to continue purchasing large harvesting and/or processing vessels during
the next CDQ tme period. APICDA will normally seek experienced partners to joint
venture in owning and operating the vessels, but may choose to purchase vessels itself if
APICDA’s board believes that such a decision is appropriate. Prior to making a decision to
purchase a vessel, APICDA will ensure that the vessel has been surveyed recently. A pro
forma will be constructed on the vessel’s prospective operations prior to a purchase
decision.

It is APICDA's intent that these vessels ultimately be crewed and operated by local
residents from APICDA communities. The crews for these vessels would be trained
through the APICDA and Trident/Starbound training program

Section 6.9 IFQs/Limited Access Programs

The implementation of Individual Fishery Quotas and other limited access programs
constitute a transfer of ownership of the resource from the public sector to the private
sector. As such, the value to the owner is many times greater than the mere right to

participate in an open access fishery. The current cost of IFQs is beyond the means of local
fishermen in the APICDA communities.
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APICD.% will assist ! w:al residents in obtaining financing for the purchase of IFQs and
groundfish/crab limite«] access licenses. The assistance will be through the Fishery
Assistance Loan Program described below in Section 3.10.

Section 6.10 Fishery Assistance Loan Program

As APICDA’s CDQ program matures, there is increasing opportunity for local residents to
participate in fisheries. With opportunity, however, comes the cost of participation. Many
APICDA residents do not have the financial capability to fund their participation. To
address this, APICDA is creating a Fishery Assistance Loan Program.

It is the intent of APICDA's board that this program be used to provide small to medium
size loans (less than $50,000). Larger amount will be addressed on a case by case basis.

It is also APICDAs intent to form this program so that its obligation to set funds aside to
cover the guarantees are minimal. At a level of $500,000, it is not expected that cash
backing by APICDA will be necessary given APICDA’s assets.

Section 6.11 Stevedore Business

APICDA has tried to work with the International Longshoremen’s and Warehousemen’s
Union (ILWU) during the past three years to increase work opportunity in the stevedore
and longshore industry for local residents. Unfortunately, the program has largely been a
failure. As our infrastructure projects mature and the volume of seafood shipped out of our
communities increases, the amount of stevedore work available will also increase. These
are high paying jobs, that often generate a positive return for the operating company as
well.

APIC!s~ plans to investigate forming a stevedore company to provide the ship assist,
longshore, and other stevedore services for ports in the APICDA region. As part of our
investigation, we will work closely with other currently established stevedore companies
that may be interested in expanding into or within the region.

Sectits: 6.12 Product Diversification Program

Alaska has long served as a primary processing center for the nation and the world's
seafood. Fish harvested in Alaska i$ minimally processed and then exported to the Lower
48 or overseas, where secondary processing activities occur and value is added. There are
many reasons for this, including the cost of transportation, proximity to markets, and lack
of cold storage holding capacity. APICDA and Trident/Starbound believe, however, that
opportunities exist for greater emphasis on product diversification in Alaska. If properly
developed, these opportunities will result in a greater economic return from Alaska fisheries
to the fishermen, the processing scctor, the communities, and the state.
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was volumetrically measured, and voluntarily terminated the CDQ fishery when the
allocation was harvested. (NMFS implemented new product recovery.rates for deep skin
blocks for the 1993 CDQ fishery.)

All APICDA CDQ harvesting vessels have carried observers in compliance with NMFS
regulations.

Additionally, pursuant to APICDA's agreement with Trident/Starbound, all APICDA CDQ
harvests that occur on catcher-processors must be weighed or volumetrically measured.
These requirements have always been adhered to. -

During the actual CDQ fishery, Trident/Starbound submit daily reports to APICDA
detailing the amount of harvest by species, the amount of discard by species, and the
products produced. APICDA maintains a computer spreadsheet that is updated daily and
tracks all harvest/production/discard data by species and product mode.

APICDA has harvested in excess of 99% of its CDQ allocation for each of the CDQ years
to date, and has never exceeded an allocation. This would not have been possible without
the combined management efforts of Trident/Starbound and APICDA.

Section 9.0 Employment Expectations

In terms of immediate employment benefits, APICDA was directly responsible for the
employment of over 60 individuals during the calendar year 1995 through July. Our
numerical goal for 1994 and 1995 was to provide and maintain at least 80 job opportunities;
our primary goal, however, was to ensure than any resident of any APICDA community
who desired a job, or training for a job, could have that desire realized. We have
accomplished those objectives.

Our employment goals for the period 1996 though 1998 remain the same: a numerical goal
of at least 80 job positions each year — but, principally, we want to ensure that anyone
who desires a job can have one.

As APICDA completes its infrastructure development program, local business ventures will
develop. These will begin to generate self-sustaining employment. We believe there is
currently sufficient labor available in the APICDA communities to meet our employment
goals; however, it is quite possible that employment opportunities may become available
that we cannot fill internally as our programs mature. Should that occur, APICDA will
develop an expanded employment opportunity program for Alaskans from other regions of
the state. In this regard, APICDA will work closely with the other CDQ groups.

It is very difficult to project the number of employment hours that will be generated from
this CDP. In large part, that is due to the nature of the jobs themselves; fishing jobs, in
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general, require as many hours as necessary to accomplish the task at hand — time clocks
are infrequent on commercial fishing or processing vessels. Nevertheless, we project
approximately 165,000 hours of employment annually by the end of 1998. This is the
equivalent of 80 full time jobs (an average of 2,073 hours per job per year).

-12-
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Table 1

Measurable Milestones

Project

Completion Date

Atka:

Commence construction of Atka dock

Spring/Summer, 1996

Move and/or construct new Atka Pride Seafoods plant at Summer, 1997
new dock

Akutan:

Construction of Akutan small boat moorage facility/boat Summer, 1996
harbor

Complete discussions with local entities regarding joint Fall, 1996

venture on cod processing plant

Construct cod processing plant

Summer, 1997

St. George:

Finalize joint venture agreement with Tanaq Corporation
for Tract I development project

Commence Tract I construction project

Selection process for Tract I tenants

Completion of Tract [ project

August, 1995

September, 1995

Fall, 1995 thru Winter,
1996

December, 1996

Complete discussion with Snopac Products regarding joint
venture in Zapadni Bay Harbor, St. George

November, 1995

-13 -
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Table 1 continued

Measurable Milestones

St. George (continued):

Evaluate/decide on construction of northeast side boat ramp
on St. George Island

Fall. 1995

Nelson Lagoon:
Complete construction of Nelson Lagoon dock facility
Complete fill of APICDA land in Nelson Lagoon

Solicit industry partmer for Nelson Lagoon processing
operation

Construct seafood processing facility

September, 1995
September, 1995

Fall/Winter, 1995/96

Spring/Summer, 1996

False Pass:

Complete discussions with Isanotski Corporation regarding
vessel haul out/storage joint venture

Fall, 1995

Open joint venture business Spring, 1996
Review options for False Pass small boat harbor and Ongoing
feasibility study for False Pass seafood processing

operation

Nikolski:

Complete construction of concrete boat ramp in Nikolski Spring, 1996

Complete discussion with local entities regarding joint
venture for fishing lodge

Commence fishing lodge business

Spring, 1996

Spring, 1997
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Table 1 continued

Measurable Milestones

Other:

Purchase large commercial fishing vessels

Implement Fishery Assistance Loan Program i
Complete evaluation of stevedore business joint venture
Provide annual donation to local fishermen’s associations

Annual conference of Community Liaison Officers

Assessment of Product Diversification Program expansion
opportunities

Distribute annual school grants

Establish higher education scholarship funding levels and
identify recipients

Ongoing

Fall, 1995

Spring, 1996

Spring (each year)
Winter (each year)
December 31, 1995 for
completion of assess-
ment, and April 1, 1996
for implementation
decision.

Winter (each year)

Spring (each year)
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Table 2

Projected APICDA CDQ Royalty Revenues
for CDQ years 1996 through 1998

APICDA Income Projections:
. 22% CDQ (approximately 21,576 mt)
. 35% of CDQ taken in roe season; 65% taken in non-roe season.
. $0.0775 per pound base fee applied to all larvest.
. No market price share during "A" Season, and $0.0025 per pound during "B*
Season.
. $0.04 per pound for roe during "A" season.
1996 "A" Season "B" Season TOTAL
Base Fee 1,290,244 2,396,167 3,686,410
Market Share 0 77,296 77,296
Roe 665932 0 665,932
TOTAL 1,956,176 2,473,462 4,429,638
1997 "A" Season "B" Season TOTAL
Base Fee 1,290,244 2,396,167 3,686,410
Market Share 0 77,296 77,296
Roe 665,932 0 665,932
TOTAL 1,956,176 2,473,462 4,429,638
1998 "A" Season "B" Season TOTAL
Base Fee 1,290,244 2,396,167 3,686,410
Market Share 0 77,296 77,296
Roe 665,932 0 665,932
TOTAL 1,956,176 2,473,462 4,429,638
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I. EXECUTIVE SUMMARY

PREFACE

In just three short years, NSEDC has made a dramatic impact on the economies of
communities in the Bering Strait region. NSEDC's efforts to provide markets to local fishermen
resulted in a record Norton Sound salmon harvest in 1994 and a record dollar value herring fishery in
1995. Fisheries development projects for halibut at St. Lawrence Island and red king crab in Norton
Sound set the groundwork for local participation in active, self-sustaining commercial fisheries.
Involvement of our harvesting partner, Glacier Fish Company, in herring and salmon operations,
providing employment for residents onboard their vessels, and their advice and consultation in
NSEDC's Fisheries Development Committee, has added to the progression of our successes. Thanks
to NSEDC and the CDQ program, the region has broken through long-standing barriers to active
participation in the distant-water fisheries in the Bering Sea through the acquisition of a freezer
longliner, the F/V Norton Sound. The result of these accomplishments has made NSEDC one of the
largest non-governmental employers in the Bering Strait region. Over $6 million dollars in direct

employment income has been earned since 1992.

Since the beginning of the CDQ program, NSEDC has experienced a tremendous growth in
seafood business activity, community-based projects and program activities, cash flow, cash holdings
and investments, employment and payroll, and visibility within the region and state. NSEDC has
taken bold and decisive steps to implement corrective measures for the occasional operational problems
which naturally accompany rapid growth and success. The company was partially reorganized earlier
this year with the objective of improving the product quality, cost effectiveness and efficiency of
operations. The creation of a non-profit subsidiary company to undertake NSEDC's seafood
production activities for salmon, herring, crab and halibut was the focus of this reorganization. Norton
Sound Seafood Products, Inc. was formed and a business manager was hired. NSEDC also moved its

administrative and accounting offices to Anchorage and hired professional accounting staff.

As the CDQ program expands into other groundfish and crab, NSEDC plans to continue
building a foundation to take advantage of these opportunities. Vessel acquisition constitutes a major
component of this CDP and NSEDC’s evolution toward being a major participant in the Bering Sea
fisheries. This progression from using contract harvesters toward direct and active involvement
represents a giant leap forward in expanding our ownership, management and markering of seafood
products. NSEDC has been a leader among CDQ groups; in the future NSEDC plans to lend a
cooperative helping hand to the other CDQ groups to safeguard and efficiently utilize the resources of

the Bering Sea and expand employment, advancement and other opportunities for western Alaskans.

NSEDCPollock CDQ Application Page 1
August 1995
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A. NAME OF APPLICANT
Norton Sound Economic Development Corporation (NSEDC)

B. COMMUNITIES REPRESENTED

NSEDC is submitting this application to the State of Alaska for pollock
community development quotas (CDQs) on behalf of fifteen member communities in the
Bering Strait region of northwestern Alaska. Each of these communities have provided
support to this pollock CDQ application. These communities are:

* Brevig Mission e Diomede * Elim

e Gambell * Golovin *  Koyuk

* Nome e St. Michael * Savoonga

*  Shaktoolik *  Stebbins e Teller

¢ Unalakleet e  Wales e White Mountain

Each community represented above is eligible to participate in the CDQ program
* both under federal rules as defined in 50 CFR 675.27 (d) (2) and under State of Alaska
CDQ criteria. The Secretary of Commerce has determined that these villages meet the
requirements of CDQ program eligibility.

C. MANAGING ORGANIZATION

NSEDC will act as the managing organization for the pollock CDQ program
described in this CDP. NSEDC has already qualified as an applicant and managing
organization for the pollock, halibut and sablefish CDQ programs. NSEDC has been
successfully managing these CDQ programs, associated development projects, and CDQ
fishing for the Bering Strait region since its inception in 1992.

The primary contact person for NSEDC is Eugene Asicksik, President/Executive
Director. The office primarily responsible for administering the company is located in
Anchorage. Other offices are located in Unalakleet, Nome, Shaktoolik and Elim. The
Anchorage office also serves as a central location for communications and contact with
agencies from outside of the region, provides accounting and financial support, and
manages CDQ fishing operations. The address of this office is as follows:

Eugene Asicksik

NSEDC Anchorage Administrative Office
601 West 5th Avenue, Suite 415
Anchorage, Alaska 99501

Phone (907) 274-2248 « FAX 274-2249

NSEDC Pollock CDQ Application Page 2
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D. GOALS, OBJECTIVES AND MILESTONES

The overall goal of this CDP and development programs contained herein is to
provide fishing opportunities, jobs and income for residents of our communities. In 1992,
NSEDC drafted a comprehensive plan under the pollock CDQ program focused on
developing self-sustaining fishing economies for communities in the region, and gerting
people more actively involved in the distant-water fisheries in the Bering Sea. This mission
was reaffirmed in the 1994-1995 pollock CDP and now again in this CDP.

NSEDC's commitment to this goal is clearly demonstrated by its employment
record since the inception of the CDQ program in 1992 (See Table 1). Total
employment income earned was $6,073,486. These employment statistics do not include
the secondary employment created within our communities. NSEDC anticipates that a
similar level of employment or greater will be generated in the future by the further
evolution of development programs and subsidiary companies described in this CDP.

Table 1: NSEDC Employment - 1992 to 1995

CDQ Pollock Related

(Seafood processors)

Number of individuals employed 77
Estimated hours worked 99,891
Total wages $1,568,717

(permanent, scasonal and temporary)

Estimated number of jobs 350
Total hours worked 45,902
Total wages $519,250

(salmon, herring, halibut and crab)

Number permit holders 236
Total hours worked unknown
Total wages $2,914,177

(full-timc and part-time)

Maximum number of positions 1
Total hours worked 48,478
Total wages (incl. benefits) $1,071,342
Toul employment income $6,073,486
* Fishing employment and income from NSEDC, GFC and joint NSEDC/GFC
fishing operations in Norton Sound.
NSEDCPollock CDQ Application Page 3
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D.1. Employment

Employment continues to be the top priority for the 1996-1998 CDP. Increased
employment and income from self-sustaining activity in the region, and a well educated
workforce, are the ultimate objectives behind each of the programs described in the CDP.

D.2. Self-Sustaining Fisheries Development

A central objective is that NSEDC's activities and programs be economically self-
sustaining. NSEDC was established as a permanent regional economic development force
for the future. Over the next three years, NSEDC will continue to use the pollock CDQ
program to underwrite the planning, investment, or other start-up expenses of expanded
fisheries activities, both locally in the Bering Strait region and also in the Bering
Sea/Aleutian Islands. These objectives are addressed through activities of Norton Sound
Seafood Products, Inc., funding for purchase of equity interest in the fishing industry, and
funding for purchase of harvesting and tendering vessels.

D.3. Education and Training

A large component of the CDP is education and training which is addressed in
both the training, education and employment program and the Education Endowment.
The education and training activities are funded through CDQ proceeds during the CDQ
period, then continued on a self-sustained basis through a major investment in an
Education Endowment. NSEDC believes the economic future of the region, as well as its
general quality of life, is highly dependent upon educating its young and training or
retraining its unemployed or underemployed residents.

D.4. Retention/Addition of Locally Held Permits

The ability to participate in many nearshore fisheries often depends on ownership
of limited-entry permits. This CDP aims to increase local participation in region-wide
fisheries by providing local fishermen with loan funds to purchase limited-entry permits in
local fisheries, and through the purchase of halibut individual fishing quotas (IFQs). The
revolving loan program and the fund for IFQ purchases addresses this objective.

D.5. Fisheries Rehabilitation and Enhancement

NSEDC intends to increase economic returns by restoring and possibly enhancing
fisheries resources in the Bering Strait region. The salmon resources are unpredictable and
sometimes almost nonexistent in local rivers. In addition, the commercial salmon fishery

NSEDC Poliock CDQ Application Page 4
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in Norton Sound is underdeveloped due to processing and marketing shortfalls. The value
of the herring fishery continues to be highly variable. Some species of fish which are in
abundance in the region have no developed markets. This objective is addressed through
the salmon rehabilitation and restoration program, fisheries development program, and
shoreside infrastructure improvements program.

D.6. Provision of Value to State and Local Government

NSEDC believes that, as in shore-based and near-shore fisheries-related business,
CDQ operations can help pay some of the direct state costs of implementing and
monitoring the CDQ program.

D.7. Measurable Milestones
Administrative

Milestone: NSEDC Board of Dircctors will hold regulardy scheduled mectings
during each quarter in 1996, 1997 and 1998.

Milestone: NSEDC's five advisory committees will hold regularly scheduled
mectings during cach quarter in 1996, 1997 and 1998.

CDQ Fishing Operations

Milestone: NSEDC and GFC will harvest the entire CDQ pollock allocation by
the end of the CDQ A season and CDQ B season in 1996, 1997 and 1998,

Objective: Self-Sustaining Fisheries Development
Norton Sound Seafood Products, Inc. (NSSP)

Milestone: NSSP will develop an operations plan and budget for buying, processing and
marketing herring, salmon, king crab, and halibut by April 30th of each year.

Milestone: NSSP will sign an agreement with one or more custom processors for
herring by April 30th of each year.

Milestone: NSSP will make arrangements for salmon operations and markers
by April 30th of cach year.

Milestone: NSEDC will conduct additional research into new markers for
various products from the Norton Sound fisheries by January 1998.

Funding for Purchase of Equity Interest in the Fishing Industry

Milestone: NSEDC will make one or more equity investments into one or more companies
with offshore fishing operations in the Bering Sea on or before June 30, 1998.

Funding for Harvesting and Tendering Vessel

Milestone: NSEDC will make capital investments under the harvesting/tendering vessel
fund according to the capiual investment guidelines on or before December 31, 1997.

Objective: Education and Training
Education, Employment and Training Program

Milestone: NSEDC will facilitate the employment of 80 residents of the region on
factory trawlers, other offshore fishing vessels, near-shore processors and in shoreside processing
plants by the end of the 4th quarter cach year.

NSEDCPollock CDQ Application Page 5
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Milestone: NSEDC will provide fisherics skills training for 60 residents of the region
by the end of the 4th quarter each year.

Milestone: NSEDC will award ar least 60 scholarships to students in the region by the end of
the 4th quarter cach year.

Education Endowment

Milestone: NSEDC will contribute approximacely 5% of CDQ proceeds w the Education
Endowment by the end of the 4th quarter 1998.

Objective: Retention/Addition of Locally Held Permits
Revolving Loan Program

Milestone: NSEDC will make at least onc loan program outreach visic to each NSEDC
community by the end of the 4th quarter each year.

Milestone: NSEDC will conduct annual reviews of the revolving loan program by the
end of the 4th quarter each year.

Fund for IFQ Purchases
Milestone: Funding for IFQ purchases by the end of the 3rd quarter of 1996.
Objective: Fisheries Rehabilitation and Enhancement
Salmon Rehabilitation and Restoration Program

Milestone: NSEDC and ADF&G will complete the comprehensive salmon restoration
plan by the end of the 1st quarter of 1996.

Milestone: NSEDC will make funding decisions under the salmon restoration fund
according to the capital investment guidelines by the 4th quarter of 1996.

Fisheries Development Program

Milestonc: NSEDC will prepare a detailed plan to conduct fisheries development
activities by the end of the 2nd quarter cach year.

Shoreside Infrastructure Improvements Program

Milestone: NSEDC will evaluate potential site-specific projects in which to invest at
" regularly scheduled mectings of the Fisheries Development Committee and Board of Directors.

Milestone: NSEDC will make capital investments under the shoreside infrastructure
improvements fund according to the capical investment guidelines by the 4th quarter each year.

E. POLLOCK CDQ REQUESTED

NSEDC requests 33% of available pollock CDQ for both the Bering Sea subarea
and Aleutian Island subarea of the BSAI management area for each of the years 1996,
1997 and 1998. This amount of CDQ allocation will allow NSEDC to conduct its
development programs as described in the body of this CDP.

F. CDP PROJECTS

NSEDC is proposing to build on the economic development programs started in
1992, in addition to investing in subsidiary companies to form the foundation for active
participation in the fisheries in the Bering Sea.

NSEDC Pollock CDQ Application Page 6
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E.1. Development Programs

F.l.a. Fisheries development program

NSEDC successfully conducted fisheries development projects for salmon,
herrring, red king crab in Norton Sound, halibut at St. Lawrence Island, and bait herring
at Port Clarence. As a result of these projects, local fishermen are now actively
participating in these commercial fisheries. Halibut fishermen from Savoonga on St.
Lawrence Island harvested the entire CDQ allocation and were seeking additional halibut
quota. The king crab fishery in Norton Sound was made into a superexclusive use area
under petition from and at the urging of NSEDC. This crab fishery is now providing an
opportunity for local fishermen and an economic charge for people and businesses in
Nome. Herring fishermen from Teller are selling their bait herring to crab fishermen in
Nome. From 1993 to the present, NSEDC and GFC have paid fishermen more than
$2.9 million for salmon, herring, crab and halibut.

This program will be expanded at the request of local residents to address other
fisheries development needs throughout the region including, but not limited to, halibut
fisheries at Wales and Gambell, blue king crab and red king crab at St. Lawrence Island
and the Bering Sea, underutilized salmon species in Norton Sound, and cooperative
management efforts with ADF&G throughout the region. NSEDC will contribute an
additional $300,000 of CDQ proceeds to this program.

F.1.b. Education, employment and training program

NSEDC started the education, employment and training program in 1992. This
program provides training for people in the region to take advantage of a wide range of
employment opportunities including jobs on GFC's factory trawlers and Norton Sound
Fish Company's freezer longliner, salmon, herring and halibut fishing, and in processing,
quality control, sales and management. Employment services are available to help local
workers get jobs in the seafood industry. Scholarships are awarded to local students in
both post-secondary education and vocational education programs. Finally, funds for
fisheries related educational programs are made available to the Bering Strait School
District for local schools. These programs have proven to be highly successful.

Since 1992, NSEDC has provided employment for 77 residents of the region
working as entry level seafood processors onboard the Pacific Glacier and Northern Glacier,
other factory trawlers and the F/V Norton Sound earning a total of $1,568,717 in wages.
NSEDC has also awarded $206,000 in scholarships to eligible residents for college and

NSEDCPollock CDQ Application Page 7
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vocational education, and co-sponsored internships with Glacier Fish Company at their
offices in Seartle for individuals interested in management, seafood business operations,
and marketing. NSEDC will contribute $804,046 to the education, employment and
training program to continue these efforts over the next three years.

F.l.c. Revolving loan program

NSEDC originally established the revolving loan program to help residents
purchase permits and gear for Norton Sound commercial fisheries. Since 1993, NSEDC
has loaned out $397,418 to 75 fishermen in the region. Fishermen have paid back
$139,143 of these loans. NSEDC will contribute an additional $300,000 of CDQ
proceeds over the next three years to this loan program.

The revolving loan program makes loans to local people for upgrading fishing boats
and fishing related equipment, permit purchases, and buying salmon, herring, crab and
halibut fishing gear.

F.1.d. Shoreside infrastructure improvements program

NSEDC has invested about $480,000 since 1993 in shoreside infrastructure
throughout the region including Unalakleet and Shakroolik fish processing plant
improvements, Nome Eskimo freezer plant upgrade, Savoonga and Koyuk ice delivery
systems, and construction of a floating dock in Nome. These facilities were all
instrumental in supporting salmon, crab and halibut commercial fishing in the region.

This program allows NSEDC to provide assistance and funding for renovation and
new construction of fish processing facilities, dock or harbor facilities, and other
infrastructure which supports the local fishing industry in accordance with NSEDC's
capital investment guidelines. Proposals from local communities will be solicited and
carefully reviewed by NSEDC on a regular cycle each year. NSEDC will make $650,000
in additional contributions to the shoreside infrastructure fund.

F.l.e. Fund for IFQ purchases

NSEDC originally proposed a similar program in the 1992/1993 pollock CDP.
The original IFQ funding program was delayed pending the implementation of the IFQ
program. IFQs for halibut and sablefish are now available. NSEDC is proposing to
reserve funds for the purchase of halibut IFQs in Area 4D and other IFQs if they become
available and are appropriate. These funds will be made available to qualified fishermen in
the region through a loan program. The capitalization of this fund will be $1,350,000.

NSEDCPollock CDQ Application Page 8
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E.Lf Hai'vestingltendering vessel funding

Vessel acquisition constitutes a major component of this CDP. It represents the
continued evolution of the CDQ program from using contract harvesters towards direct
and active involvement of the region in the offshore fisheriés of the Bering Sea. It is an
integral part of NSEDC's plans to harvest the CDQ allocations of additional species as
programs for these allocations are implemented.

As the additional species of CDQ become available, NSEDC will be prepared to
harvest them with vessels in which NSEDC has a substantial ownership, similar to
NSEDC's ownership of the longline vessel F/V Norton Sound. This CDP provides funds
to purchase a crab fishing vessel and a trawl vessel, which would be the minimum
additional vessel acquisition requited. NSEDC will make these investments in accordance
with the capital investment guidelines and the CDP amendment process. These two
vessels plus the longliner would comprise a fleet capable of harvesting all of the species
allocated. Depending on the percentage of CDQ allocated to NSEDC and the total
allowable catch determined by NMFS, an additional vessel or vessels could be necessary.
A total of $6.5 million will be placed in this fund over the three-year period.

The structure used in the acquisition of the F/V Norton Sound is a successful model
which may be used in the acquisition of additional vessels. NSEDC along with Glacier
Fish Company purchased a longline vessel, put the vessel into operation within 6 months
of receiving a CDQ allocation, and is using this vessel to harvest its entire sablefish CDQ
allocation. In addition, this vessel is participating in the open access Pacific cod fishery
and provides near-shore processing for Norton Sound salmon fishermen.

F.1.g. Processing vessel funding

This project was originally proposed in the 1994-95 pollock CDP to acquire and
operate a floating seafood processor in a joint venture or partnership with Glacier Fish
Company. A portion of the funds initially reserved for this project have been reallocated
for other approved uses as per CDP amendments. Higher than anticipated costs for
converting an existing vessel into a floating processor as specified in preliminary
engineering designs, and declining opilio crab stocks in the Bering Sea, prompted NSEDC
and GFC to place this project on hold.

F.1.h. Salmon rehabilitation and enhancement program

In 1992, NSEDC in cooperation with ADF&G established a region-wide salmon
rehabilitation and enhancement program for the Bering Strait region. This program
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consists of a comprehensive planning process, salmon resource inventory, and a salmon
restoration fund. The planning process is underway and a state-approved plan is due to be
completed by the end of 1995. The salmon restoration fund will be used as matching
money for future site-specific projects within the region. This fund now contains about
$250,000 of NSEDC contributions. NSEDC is proposing to contribute an additional
$506,959 to the salmon restoration fund. Decisions regarding the financing of specific
priority projects will be made with advice from the Regional Planning Team within the
framework established in NSEDC's capital investment guidelines.

F.1.i. Education endowment

In 1993, NSEDC established an education endowment for future employment,
educational and training activities and invested about $2.9 million to date, which has
grown to approximately $3.3 million. Continued investment at a more modest rate, plus
reinvestment of all earnings, will bring the endowment to a size where it can endow the
entire employment, education and training program. Under this CDP, an additional
$1,095,000 of CDQ proceeds will be placed in the endowment.

F.2. Subsidiary Companies

F.2.a. Norton Sound Fish Company, LLC .

The Norton Sound Fish Company, LLC (NSFC) was formed by NSEDC and
Glacier Fish Company in December 1994. This company owns and operates a 137-ft
freezer longliner, the F/V Norton Sound. This vessel will harvest and process Pacific cod
and other Bering Sea fisheries resources including CDQ sablefish and other fixed gear
CDQs and support salmon processing operations in Norton Sound. NSEDC and GFC
investigated several potential forms of ownership with the assistance of legal and tax
counsel, and determined thar the formation of a limited liability company (LLC) was the
best course. GFC has a 51% interest and NSEDC has a 49% interest, and significant
strategic issues require agreement of both members. NSEDC acquired its interest in the
company and vessel using proceeds from CDQ pollock fishing,

F.2.b. Norton Sound Seafood Products, Inc.
From the beginning of the CDQ program in 1992, a centerpiece of the NSEDC

strategy has been the development of self-sustaining herring and salmon fisheries and
markets in Norton Sound. In 1994, working with GFC and local fishermen, NSEDC's
operations resulted in shattering the 30-year record for the commercial harvest of salmon
in Norton Sound. The herring fishery in 1995 was the biggest in history, in terms of
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dollar value to the fishermen, thanks primarily to the market provided by the
NSEDC/GFC joint venture.

To complete the transition to self-sustaining fisheries in Norton Sound, NSEDC is
establishing a separate wholly-owned entity called Norton Sound Seafood Products, Inc.
(NSSP). This company conducts NSEDC's commetcial seafood activities in the greater
Norton Sound region including salmon, herring, halibut, winter and summer king crab,
bait fisheries, and pink salmon with GFC. NSSP operates facilities throughout the region
including the Nome Eskimo freezer plant, Unalakleet plant, and buying stations at Elim,
Golovin, Savoonga, Shaktoolik and Teller. .

NSEDC is in the process of certifying this company as a non-profit corporation
within the State of Alaska. Until this process is complete, NSSP will operate as a division
of NSEDC. In 1995, after a careful executive search, NSEDC hired a professional
business manager to oversee the operations of NSSP. A separate board of directors was
elected with representatives from NSEDC, GFC, National Bank of Alaska, the accounting
profession and western Alaska business community. NSEDC will invest an additional $1
million in NSSP to cover the working capital demands of expanded operations.

F.2.c. Fund for the purchase of equity interest

The fund for equity purchases is the largest dollar component of the 1996-1998
CDP. This fund is established to further NSEDC'’s participation in the Bering Sea
offshore fisheries through the purchase of an equity ownership interest in a firm or firms
having business operations in the Bering Sea.

An equity purchase of this nature would allow NSEDC to extend its involvement
in the offshore fisheries of the Bering Sea to include participation in the pollock resource.
It is a natural evolution of the CDQ program, and complements NSEDC's participation
in other resources through its purchase of a crabber and trawler (see section on
Harvesting/Tendering Vessel Fund). Through careful decision-making and prudent
planning of the use of CDQ allocations and participation in the open-access fisheries, a
business investment in an operating company can be a very good investment.

The fund for equity purchases also will enhance NSEDC's ability to work
cooperatively with other groups, because operating companies have provided essential
assistance to the CDQ groups in establishing and improving their CDP programs.
NSEDC, as an equity owner in one of more of these companies, will be well positioned to
provide the type of cooperative assistance which represents a desirable evolution of the
CDQ program.
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The total amount of funds called for in this component is $7,500,000. This CDP
includes the setting aside of funds for the equity purchase. The actual transaction would
include details which would be submitted under the regulations governing plan
amendments.

F.3. Distribution of Pollock CDQ Proceeds

GFC will pay NSEDC royalty fees based on harvested tonnage and projected
gross revenues from CDQ fishing during the roe season. NSEDC expects that the rate of
royalty payments (dollar average per ton) for 1996-1998 will be commensurate with rates
for 1992 through 1995. Based on these rates and a 33,000 ton harvest, NSEDC expects to
receive $21,780,000 for a 33 percent allocation over the next three years. These payments
will be used to fund the fisheries development programs and acquisitions which NSEDC
undertakes within the CDP.

NSEDC is proposing to distribute proceeds from CDQ pollock fishing to
development programs and to its subsidiary companies in 1996, 1997 and 1998 as follows:

NSEDC Programs:
Fisheries Development $300,000
Educadon, Employment, Training $804,046
Revolving Loan Program $300,000
Shoreside Improvements (capital investment fund) $650,000
Fund for IFQ Purchases (capital investment fund) $1,350,000
Salmon Restoraton (capital investment fund) $506,959
Education Endowment (approximately 5%) $1,095,000
CDQ Harvest Expense $993,995
NSEDC Admin/Operating $780,000
NSEDC Companies:
Norton Sound Seafood Products (established 1995) $1,000,000
Harvesting/Tendering Vessel (capital investment fund)  $6,500,000
Fund for Purchase of Equity Interest $7,500,000
$21,780,000
Assumptions:

Cash Proceeds: $21,780,000

Allocation Percentage: 33% (33,000 mt/year)
Total CDQ allocations - 100,000 mt per year
NSEDC royalty payments of $220 per mt each year

G. HARVESTING PARTNER

NSEDC has established an excellent working relationship with Glacier Fish
Company (GFC) of Searttle, Washington. Organized in 1982, GFC was one of the first
United States fishing companies to establish successful factory trawler operations in the
North Pacific. The partners of GFC are involved in various aspects of the seafood
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industry, including ownership and operation of factory trawlers, crab boats and crab
processors, salmon seiners and processors, longliners and cold storage and seafood
distribution to world markets. More information about GFC is contained in Appendix L.

NSEDC signed a contractual agreement with GFC in 1992 to harvest CDQ
pollock on behalf of NSEDC, provide employment, and lend their expertise to fisheries
development projects (See Appendix U). GFC has made every payment as promised in a
timely manner, and has honored all of its contractual commitments to NSEDC. GFC
will continue to provide technical assistance in NSEDC training programs, marketing
activities, fishing vessel purchasing and fisheries development projects. NSEDC and GFC
will continue their Fisheries Development Committee (FDC) which has proven to be an
excellent format for providing analysis and technical support for fisheries projects and
potential investments. The primary contacts at GFC are:

Erik Breivik and John Bundy
Glacier Fish Company

1200 Westlake Avenue North
Seattle, Washington 98107

Phone (206) 298-1200  FAX (206) 298-4750

Glacier Fish Company owns two factory trawlers: the Northern Glacier and the
Pacific Glacier. See specific vessel information below:

Northern Glacier Pacific Glacier
Official Number: 663457 933627
Federal Permit: AK920661A AK923357A
ADF&G: 48075 56991
Call Sign: WRC 6707 WRYH
Production/day: 270 mt 400 mt

H. MANAGEMENT STRATEGY

NSEDC and Glacier Fish Company will work together cooperatively to manage
CDQ pollock fishing. GFC will use its two vessels, the Northern Glacier and the Pacific
Glacier, to harvest CDQ pollock on behalf of NSEDC each year. Backup vessels will not
be required. Both NSEDC and GFC have assigned the specific responsibility of tracking
CDQ pollock fishing to designated individuals within their respective organizations.
Daily contact will be maintained berween NSEDC and GFC while CDQ pollock fishing
is underway. GFC will fish according to NMFS rules established for CDQ pollock
fishing including the requirement to carry two NMFS fisheries observers.
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NSEDC understands that it is the responsibility of the managing organization to
harvest and not overharvest the CDQ allocation. Fishing operations must cease once the
CDQ allocation is reached. NSEDC has never once overharvested their CDQ pollock
allocation. In order to achieve this objective, accurate and timely reporting and tabulation
of catch data is a necessary component of the management strategy. Total pollock
harvests are determined by observer estimates of total catch and composition as reported
on the daily observer catch message. Catch data from daily observer messages are
transmitted to NSEDC each day during CDQ pollock fishing

I. LOCAL PARTICIPATION

NSEDC and its development programs and subsidiary companies are set up to
maximize participation by and work for residents of the Bering Strait region. As discussed
above, NSEDC has become one of the leading employers in the region. Over $6 million
in direct employment income has been earned through NSEDC programs since 1992.

NSEDC will continue activities started with the 1992 CDQ program in
partnership with GFC. NSEDC and GFC are working together to achieve specific
employment objectives for the region's residents on GFC's vessels, the freezer longliner
owned by Norton Sound Fish Company, and in their home office. In addition, the
administration of the CDQ harvest and the CDP and longer-term economic development
programs will continue to provide employment for the region.
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AGENDA C-1(a)
SEPTEMBER 1995
SUPPLEMENTAL

Executive Summary and Summary of Benefits
BBEDC Community Development Plan
and 1996-1998 Pollock CDQ Application

A. Name of Applicant

Bristol Bay Economic Development Corporation

B. Communities Represented within the Application

Aleknagik King Salmon/ Port Heiden
Clark’s Point Savonoski South Naknek
Dillingham Manokotak Togiak
Egegik Naknek Twin Hills
Ekuk Pilot Point Ugashik

C. Description of the Management Organization

Overview

There are three major activities described in this Application which will require
management:

¢ the implementation of the Community Development Plan;
o the harvest, processing and sale of the CDQ pollock; and

¢ operating of BBEDC's investment arm, the Alaska Seafood Investment
Fund Limited Partnership (ASIFLP) and its general partner, the Alaska
Seafood Investment Management Company (ASIMCo).

BBEDC is the applicant and managing organization. BBEDC will be responsible
for implementing the Community Development Plan, will be the sole owner of
the ASIM Co., the managing partner of the ASIFLP, and will contract with Arctic
Storm to harvest, process and sell the pollock.

BBEDC's professional approach is reflected in the early recognition of the
complexity and responsibility implied in this undertaking. The Board has
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consistently sought out, listened to, and retained the best professional help
available. Their meetings are open, their advisors are present and participate
fully, and the whole Board participates in carefully considered decisions.

BBEDC is now ready to step up its staffing and pace considerably in recognition
of the extension of the pollock CDQ program and the North Pacific Fishery
Management Council’s recent actions extending CDQs to other species.

This philosophy of careful planning and preparation is also carried into
BBEDC'’s investment arm. This has been restructured so that BBEDC is the sole
owner of the managing partner, ASIMCo. BBEDC'’s three most experienced
Board members sit on that board along with two outside directors noted for their
industry experience and financial expertise. BBEDC is now the only limited
partner, though others will be actively sought.

BBEDC Is the Applicant and Managing Organization

BBEDC will allocate at least 70% of the CDQ proceeds to the ASIFLP and
ASIMCo, and will manage the Community Development Plan with 30% of the
proceeds. One-third (10% of the total proceeds), will go into a scholarship trust.
The actual mechanism for funding the trust will differ from the last allocation
period.

The management of BBEDC will consist of the board, particularly the executive
committee, and staff. Executive Director Nels Anderson Jr. is a former member
of the Alaska State Senate and Majority Leader of the State House of
Representatives. Chairman Robin Samuelsen is a member of the North Pacific
Fishery Management Council. Secretary Hazel Nelson is a member of the
Council’s Industry Advisory Panel. Treasurer Robert Heyano is former
Chairman of the Nushagak Regional Fish and Game Advisory Committee.
Donald Nielsen is President of the Bristol Bay Native Association and sits on the
Bristol Bay Native Corporation Board, as does Harvey Samuelsen, Sr., ex-officio

member of the Executive Committee and non-voting member of the BBEDC
Board.

BBEDC is advised by Paul Peyton, former Director of Commercial Fisheries
Development for the Alaska Department of Commerce and Economic
Development, Peter Moore, former Project Manager for the Alaska Fisheries
Development Foundation, and Dave Rose, former Executive Director of the
Alaska Permanent Fund. Legal representation is provided by Paul Kelly of Kelly
and Patterson.
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Executive Committee Representing Phone Fax

Robin Samuelsen, Chairman Dillingham 842-2743 8424336

Donald Nielsen, So. Naknek 246-6552  246-3567
Vice Chairman

Hazel Nelson, Egegik 263-9820 263-9971
Secretary

Robert Heyano Ekuk 842-1053  842-4336
Treasurer

Mark Angasan King Salmon 246-7483  246-3449

Moses Kritz Sr. Togiak 493-5029  493-5932

Emil Christensen " Port Heiden 376-0658 same

Harvey Samuelsen, Sr. Ex-officio 842-5265 ¢/0 BBEDC

BBEDC Owns 100% of ASIMCo and Is Currently the Sole LP in
ASIFLP

The Business Plan consists of using a venture capital investment fund, the
Alaska Seafood Investment Fund Limited Partnership (ASIFLP or “the Fund”),
to enter into the Bering Sea, Alaska and Pacific Northwest seafood industry, and
to provide an income stream in perpetuity. ASIFLP will diversify investments by
region, fishery, and asset type to spread the risk in this highly cyclical industry,
and will provide a vehicle for training and employment for BBEDC residents in
a wide variety of seafood industry enterprises.

Passive equity involvement with successful partners was chosen as the means for
investment in the industry. The region’s past, marginal experience managing
various major fishing enterprises led to the conclusion that the talent pool in
Bristol Bay was not sufficiently developed to handle management of major
Bering Sea enterprises. That experience also argued against using hired
managers if suitable managing partners could be found. Thus the Fund is
essentially a regional venture capital fund/development bank that takes major
equity positions in various businesses.

The ASIFLP is advised by Bill Stokes, formerly General Manager of Glacier Fish
Co. for over ten years, and Martin Barrack, an attorney with the firm of Partnow,
Sharrock, and Tindall and Counsel to the Alaska Science and Technology
Foundation who specializes in business startups and mergers. Paul Peyton,
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former Director of Commercial Fisheries Development with the Alaska
Department of Commerce and Economic Development, manages the ASIFLP.

There are five ASIMCo Board members, with three BBEDC Directors and two
outside directors. BBEDC Chairman Robin Samuelsen Jr. is President and
Treasurer, BBEDC Vice-Chairman Donald Nielsen is Secretary, and BBEDC
Treasurer Robert Heyano is the third member. The two outside Directors are Bill

Stokes and Ed Crane, President of the Alaska Commercial Fishing and
Agriculture Bank.

BBEDC has purchased Oceantrawl Inc.’s interest in the Alaska Seafood
Investment Fund, L.P., and will be the sole owner of the managing partner,
ASIMCo. BBEDC is currently the only limited partner. Other limited partners
are being sought.

Arctic Storm will actively participate with the BBEDC in the identification and
evaluation of investments of mutual interest, but will have no direct involvement
in the Fund.

BBEDC has signed a purchase agreement for an interest in the F/T Arctic Fjord,
one of Arctic Storm’s surimi catcher-processors, and is currently developing the
legal structure with Arctic Storm. Details of the arrangement are contained in the
Confidential Items section. BBEDC will dedicate the majority of its CDQ pollock
allocation to processing on the F/T Arctic Fjord.

Reasons for an Alaska Seafood Investment Fund

A diversified seafood investment fund was selected as BBEDC's principal CDQ
fisheries business for a number of reasons.

First, members of the BBEDC communities are most experienced in the local
salmon and herring gillnet fisheries. They fully realize that it would not be
prudent to make additional commitments in this fully capitalized, market-
saturated, and very competitive segment of Alaska's fishing industry. The Board
is committed to exploring value-added products, especially if they can be
processed in the region to provide year round employment. Another area of
interest is the underutilized salmon species, primarily silvers and chums.

Second and perhaps most important, rather than concentrate their CDQ
resources in a single fisheries investment outside of their area of fisheries
expertise, the Board prefers to develop a diversity of knowledge and experience
in all the fisheries which may provide investment opportunities.
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Third, a successful investment fund such as the Alaska Seafood Investment Fund
will attract significant third party equity investors, amplifying the impact of the
CDQ program and contributing to the growth of the Fund.

Investment Policy - The Target Market
The following principles will be followed in selecting investments for ASIFLP.

1. Investments will be made in a diversified portfolio of Alaska and
Pacific Northwest seafood businesses. They will be diversified by
region, by fishery, and by type of asset (i.e. from fishing vessels to
seafood marketing companies).

2. Investments will be made in companies with sound management.
ASIFLP will be operated as an investment partnership, not a
management company.

3. Investments will be selected to generate a cash surplus and pay
immediate dividends. Investments will be in businesses which do not
require major retention of earnings to finance growth.

4. Investments will be made outside Bristol Bay's fully developed sockeye
salmon and herring fisheries.

5. Investments by ASIFLP will not contribute to over-capitalization in
Alaska's seafood industries. Participation will be sought in currently
operating assets.

Investments Under Development

The Fund came very close to investing in a crabber/tender in July 1994, but
decided to wait after crab quotas were slashed in half. This is still of great
interest to the Board and discussions continue with potential partners and vessel
owners.

The ASIFLP is currently negotiating the final details of an investment with Arctic
Storm in the F/T Arctic Fjord, a surimi and fillet factory trawler currently fishing
pollock, hake and yellowfin in Alaska and Washington.

The ASIFLP has exhaustively researched investments in cod freezer longliners
and is in continuing dialogue with several vessel owners. The timing of cod
CDQ allocations will influence the schedule for investment, assuming a suitable
deal can be arranged.
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The Fund is currently investigating investment in a pollock trawler for
mothership deliveries to the F/T Arctic Fjord and shoreside or mothership
deliveries of other CDQ species.

Examples of other seafood businesses in which ASILP might invest include:
1.

Provision of equity and working capital to an outstanding fish broker
that enables them to trade fish and do value-added processing. This
might be used to leverage early and late season salmon and value-
added markets for local fisheries.

Participation in a value added processing or reprocessing facility or
technology. An example is a specialized flatfish filleting and freezing
operation when advanced filleting equipment under development
becomes available.

Investment in a successful food distribution company that can augment
the marketing of BBEDC quota products and other seafood products
from Bristol Bay.

Investments will be considered that add value to salmon and herring
and that moves BBEDC closer to providing year round employment
opportunities for residents.

D. Goals, Objectives and Milestones of the CDP

See tables on following pages.
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Bristol Bay Economic Development Corporation
1996-98 Operations Ptan

Goal| Obj.|Mile Schedule | AUPR | Note
Stone Review
1 |Maintain an effective and efficient Board of Directors
1.1 |Establish and maintain bylaws and board procedures
11| 1 |Board annually reviews bylaws and procedures. Board Cal.| no 1
11| 2 |Annually review committee structure. Board Cal.| no 1
11| 3 |Review and revise board calendar annually. Board Cal.| no 1
11} 4 |Provide financial report analysis training. BoardCal.| no 1
11 ] 5 |Provide training on ASI Royalty, Employment and ASIF agreements. | Board Cal.| no 1
11| 6 |Conductadditional Board training as needed. Board Cal.| no 1
1.2 |Develop and update long range strategic plans
12| 1 |Review long range plan and modify as needed. Board Cal.| no 1
13 |Develop and update annual operation plans
13 ] 1 |Review progress and update annual operations plan midyear if needed Board Cal.| no 1
13| 2 |Monitor progress on Ops. Plan monthly. Monthly no 2
13| 3 [Develop and approve Annual Operating Plan. Dec-96 yes 3
13| 4 |Develop and approve Annual Operating Plan. Dec-97 yes 3
13| 5 |Develop and approve Annual Operating Plan. Dec-98 yes 3
2 |Develop efficient and cost effective staff and admininistrative procedures.
2.1 |Identify skills needed and plan staff.
21| 1 |Review tasks, skills, job descriptions and staff structure annually. Board Cal.| no 1
2.2 |Recruit staff and evaluate progress
22 | 1 |Do annual ED performance review. Board Cal.{ no 1
22| 2 [|Perform staff evaluations annually. Annual no 2
2.3 |Develop and update personnel manual
231 1 |Annually review and update personnel policies and procedures. Board Cal.| no 1
24 |Develop financial plan, budget and controls
24 | 1 |Allocate funds 70%, 20%, and 10% to ASIF, CDP and Scholarship. Dec-96 yes 4
24 | 2 |Allocate funds 70%, 20%, and 10% to ASIF, CDP and Scholarship. Dec-97 yes 4
24 | 3 |Allocate funds 70%, 20%, anc  ~ to ASIF, CDP and Scholarship. Dec-98 yes 4
24| 4 |Review fund manager perfc ally. May-96 yes
24| 5 |Review fund manager performan..  ually. May-97 yes
24 | 6 |Review fund manager performance annually. May-98 yes
24 | 7 |Develop consolidated and detailed budgets annually. Nov-96 yes
24| 8 |Develop consolidated and detailed budgets annually. Nov-97 yes
24 | 9 Develop consolidated and detailed budgets annually. Nov-98 yes
24 | 10 [Prepare quarterly financial and management reports. Annual no 2
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Bristol Bay Economic Development Corporation

1996-98 Operations Plan
Goall Obj.|Mile Schedule [ AUPR | Note
Slonel Review
2.5 |Utilize financial and performance audits to improve management
25| 1 |Have Financial and Agreed Upon Procedures audits done. Annual no
25| 2 |Review audit results and revise operations plan as appropriate. Board Cal.| no 1
25| 3 |Review and approve auditors. Board Cal.| no 1
2.6 [Track Arctic Storm performance closely and monitor fishery
26| 1 |Review ASI Royalty Agreement performance. Nov-96 yes
26 | 2 |Review ASI Royaity Agreement performance. Nov-97 yes
26| 3 |Review ASI Royalty Agreement performance. Nov-98 yes
26| 4 |[Review ASI training and employment performance. Nov-96 yes
26| 5 |Review ASI training and employment performance. Nov-97 | yes
26| 6 |Review ASI training and employment performance. Nov-98 yes
26 | 7 |Hold annual meeting with ASI and approve annual fishing plan. Nov-96 yes
26 | 8 |Hold annual meeting with ASI and approve annual fishing plan. Nov-97 yes
26| 9 [Hold annual meeting with ASI and approve annual fishing plan. Nov-98 yes
3 |Develop methods for getting information to villages, public, and regulators.
3.1 |Develop and publish quarterly newsletter
31| 1 |Produceand distribute quarterly newsletter. Dec-96 yes 4
3.1 | 2 |Produce and distribute quarterly newsletter. Dec-97 yes 4
3.1 | 3 |Produceand distribute quarterly newsletter. Dec-98 yes 4
3.1 | 4 |Evaluate effectiveness of the quarterly newsletter regularly. Board Cal.| no 1
3.2 |Develop and maintain effective press relations
32| 1 [Maintain active contact with press. Annual no 2
3.3 |Provide regular Board and staff contact with villages
33| 1 |Planand implement ED and staff visits to member communities. Dec-96 yes 4
33| 2 |Planand implement ED and staff visits to member communities. Dec-97 yes 4
33| 3 |Planand implement ED and staff visits to member communities. Dec-98 yes 4
3.4 |Prepare and file necessary state and federal reports on time.
34| 1 [Prepare and file annual report. May-96 yes
34| 2 |Prepare and file annual report. May-97 yes
34| 3 |Prepare and file annual report. May-98 yes
34| 4 |Prepare and file four quarterly reports to state each year. Dec-96 yes 4
34| 5 |Prepare and file four quarterly reports to state each year. Dec-97 yes 4
34| 6 |Prepare and file four quarterly reports to state each year. Dec-98 yes 4
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Bristol Bay Economic Development Corporation

1996-98 Operations Plan
Goalj Obj.|Mile Schedule | AUPR | Note
Stone Review|
4 |Providea Telf sustaining basis for community development
4.1 |Maintain the Alaska Seafood Investment Fund Limited Partnership
41| 1 |Provide annual training for ASIMCo board. Board Cal.| no 1
4.1 | 2 |Seek additional limited partners for ASIFLP Dec-96 yes
4.2 {Manage ASIFLP to provide ongoing revenues to BBEDC.
42| 1 |Capitalize fund initially with $1.1 million from BBEDC Dec-95 yes
42| 2 |ASIFLP escrow account earnings to ASIFLP operations and Reserve. Dec-96 yes
42 | 3 }JASIFLP escrow account earnings to ASIFLP operations and Reserve. Dec-97 yes
42| 4 |ASIFLP escrow account earnings to ASIFLP operations and Reserve. Dec-98 yes
42| 5 |Target ASIFLP investment date. Dec-96 yes 3
42| 6 |Target ASIFLP investment date. Dec-97 yes 3
4.2 | 7 |Target ASIFLP investment date. Dec-98 yes 3
4.3 |Utilize 20% of CDQ income for community development.
43| 1 jApply for other CDQs as they become available. Aug-97 no
43| 2 |Apply for other CDQs as they become available. Aug-98 no
5 |Employment for region's residents.
5.1 |Place inexperienced BBEDC residents on Arctic Storm vessels 1996-1998
5.1 | 1 |Place a total of 120 entry-level hires with Arctic Storm. Dec-96 yes
5.1 | 2 |Placea total of 120 entry-level hires with Arctic Storm. Dec-97 yes
5.1} 3 [Place a total of 120 entry-level hires with Arctic Storm. Dec-98 yes
5.2 |Place experienced BBEDC residents on ASI vessels 1996-1998
52| 1 [Place up to 30 advanced hires with Arctic Storm. Dec-96 yes
5.2 | 2 [Place up to 30 advanced hires with Arctic Storm. Dec-97 yes
52| 3 |Place up to 30 advanced hires with Arctic Storm. Dec-98 yes
5.3 |Establish vigorous permit retention program
53| 1 |Develop and maintain contacts with the IRS. Dec-96 yes
53 | 2 |Provide in region permit brokerage. Dec-96 yes
53| 3 |Provide in region permit brokerage. Dec-97 yes
53 | 4 |Provide in region permit brokerage. Dec-98 yes
53| 5 |Provide tax counseling services to 20 clients annually. Dec-96 yes
531 6 |Provide tax counseling services to 20 clients annually. Dec-97 yes
53| 7 |Provide tax counseling services to 20 clients annually. Dec-98 yes
53| 8 [Contact 150 permit holders in arrears with IRS annually . Dec-96 yes
53| 9 [Contact 150 permit holders in arrears with IRS annually . Dec-97 yes
53 | 10 |Contact 150 permit holders in arrears with IRS annually . Dec-98 yes
53 | 11 |Establish cooperative permit revolving fund if timely. Dec. 96 yes
53 | 13 |Provide matching funds for permit revolving loan fund. Dec-96 yes
5.3 | 13 |Provide matching funds for permit revolving loan fund. Dec-97 yes
5.3 | 14 |Provide matching funds for permit revolving loan fund. Dec-98 yes
Executive Summary ES-9




Bristol Bay Economic Development Corporation

1996-98 Operations Plan

Goall Obj.|Mile Schedule | AUPR | Note
Ston_el Review
6 |Provide appropriate training and education opportunities
6.1 |Establish scholarship trust fund
6.1 | 1 |Forward fund scholarship trust with 3 years' est. allocation. Apr-96 yes -
6.1 | 2 |Award at least $60,000 in scholarships in 1996. Dec-96 yes
6.1 | 3 |Award at least $80,000 in scholarships in 1997. Dec-97 yes
6.1 | 4 |Award at least $85,000 in scholarships in 1998. Dec-98 yes
6.2 |Place experienced residents as interns with Arctic Storm
6.2 | 1 [Place atleast 10 interns on vessels. Dec-96 yes
6.2 | 2 |Place atleast 10 interns on vessels. Dec-97 yes
6.2 | 3 |Place atleast 10 interns on vessels. Dec-98 yes
6.2 | 4 |Place up to 10 interns in office or other settings. Dec-96 yes
6.2 | 5 [Place up to 10 interns in office or other settings. Dec-97 yes
6.2 | 6 {Place up to 10 interns in office or other settings. Dec-98 yes
6.3 |Provide ABE, GED and vocational trainingprograms
63 | 1 |Provide ABE training for up to 500 annually. Dec-96 yes
63 | 2 |Provide ABE training for up to 500 annually. Dec-97 yes
63 | 3 |[Provide ABE training for up to 500 annually. Dec-98 yes
63| 4 |Provide GED training for up to 35 annually. Dec-96 yes
63 | 5 |Provide GED training for up to 35 annually. Dec-97 yes
63 | 6 |Provide GED training for up to 35 annually. Dec-98 yes
6.3 | 7 |Provide basic vocational training for up to100 annually. Dec-96 yes
63 | 8 |Provide basic vocational training for up to100 annually. Dec-97 yes
63 | 9 |Provide basic vocational training for up to100 annually. Dec-98 yes
6.3 | 10 |Provide advance voctec training for up to 20 annually. Dec-96 yes
6.3 | 11 |Provide advance voctec training for up to 20 annually. Dec-97 yes
6.3 | 12 |Provide advance voctec training for up to 20 annually. Dec-98 yes
6.4 |Work to provide training opportunities to non-CDQ BB communities.
6.5 |Investigate feasibility of a regional training center
65| 1 |Develop a plan for establishing regional training center. Dec-96 yes
65| 2 [Solicit regional voctec center proposals from appropriate agencies Dec-96 yes
6.5 | 3 |Establish regional training center if appropriate. Dec-97 yes
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Bristol Bay Economic Development Corporation
1996-98 Operations Plan

Goal] Obj.|Mile Schedule | AUPR | Note

Stone Review
7 |Develop regional fisheries development plan

7.1 |Develop a regional fisheries development plan

71| 1 [Select several scenarios annually for regional development. Dec-96 yes 4
71| 2 |Select several scenarios annually for regional development. Dec-97 yes 4
7.1 | 3 |[Select several scenarios annually for regional development. Dec-98 yes 4
71| 4 |Implement the annual fisheries development priorities. Dec-96 yes 4
711 S |Implement the annual fisheries development priorities. Dec-97 yes 4
71 | 6 |Implement the annual fisheries development priorities. Dec-98 yes 4
7.2 |Investigate regional options for value-added and under-utilized species

71| 1 |Annually review under-utilized species and value-added opportunitied Annual no

71| 2 |Develop market driven scenarios for fisheries development plan. Annual no

7.3 |Develop regional fisheries development assistance program

73 | 1 |Provide regional fisheries development assistance. Dec-96 yes 4
73| 2 |Provide regional fisheries development assistance. Dec-97 yes 4
73| 3 |Provide regional fisheries development assistance. Dec-98 yes 4
7.4 |Actively advocate region's interest in bycatch, CDQs, waste, etc.

74| 1 |Represent CDQ interests at NPFMC meetings. Annual no

74| 2 |Promote new CDQs and extension of CDQs in time. Annual no

8 |Provide for infrastructure development based on new economic development

8.1 |Establish infrastructure priorities within context of fisheries development plan
81| 1 |Develop infrastructure priorities if appropriate. Dec-97
8.1 | 2 |Develop infrastructure priorities if appropriate. Dec-98

8.2 |Establish a fisheries infrax development matching fund if funds are availaf»le
82| 1 |Devote a portion of reserve fund to infrastructure if appropriate. Dec-97
82 | 2 |Provide grants to assist with infra. development if appropriate. Dec-98

Notes:

1 |Board Calendared items are primarily informational, do not have milestones|dates,
|and are not recommended for AUPR review.

2 |Monthly and annual items are primarily informational as in 1 above. +

3 |Target investment dates require significant investigation action at a minimu
|but are not hard targets for spending money.

4 |Some items require periodic performance. Where Dec. date is used, this usually indicates review
|at year's end to ensure periodic tasks are completed. |
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E. Amount of Quota Requested in Percentages

Allocation

BBEDC requests a 25% increase in its CDQ allocation to 25% of the available CDQ

pollock. This will allow significant improvements, particularly in the level of training
programs.

Though BBEDC has made great progress and contributions to the development
of the region’s residents and will have greater resources under its new
agreements with Arctic Storm, the magnitude of the human resource
development needs far outstrip the resources available.

Consider the following facts about Bristol Bay’s population:

e of the 3,500 adult residents, nearly 40% are in need of basic c life skills
training through Adult Basic ¢ Education (A.B.E.) or attainment of a
G.E.D. certificate;

e from 1990-94, the combined school districts serving BBEDC
communities had 58 high school students drop out;

e without this basicc education, these people will likely remain a burden
on the state and federal welfare systems. If they receive this training,
statistics show that many who achieve their G.E.D. continue their
schooling and become productive members of the regional economy;

e BBEDC has developed a stepped training program to address this
regional crisis. It begins with the disadvantaged residents of the region
and provides for increasingly sophisticated training and education
opportunities and financial support. Because of the way in which the
program is structured, it is conceivable that within three years of
entering the A.B.E. program, Bristol Bay residents could progress to
full time (seasonal), highly skilled and well paying positions with
Arctic Storm or other industry employers. Alternatively, they could be
receiving significant scholarship support which would enable them to
pursue the profession or vocation of their choice at the best schools in
the country;

e salmon fishing is the basiss of the region’s economy for most residents
and limited entry fishing permits are the ante into the game. Due to
personal and market circumstances, there is a steady loss of permits
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from resident fishermen and families to nonresidents. Every permit
expatriated from the region represents three jobs lost. BBEDC has
established a locally-based Permit Brokerage to serve residents in need
of tax counseling, business planning and permit brokerage assistance.
The Brokerage has been very successful but needs to expand in order to
serve the demand.

Use of Proceeds

The basic direction set out in the 1992 application has proven to be very well
conceived. Its direction and philosophy are based on the fact that the pollock
CDQ program ends in 1998 and may not be renewed. BBEDC decided at the
outset that it would conservatively invest the majority of its CDQ proceeds in the
seafood industry so that, if necessary, its training, regional fisheries
development and employment programs could be supported by the earnings
and dividends from those investments. While we sincerely hope that the
program becomes perpetual, we believe that ours is the correct interpretation of
the current regulations.

Thus, the division of CDQ proceeds will continue at a 70/20/10 ratio, 70% to the
Alaska Seafood Investment Fund, 20% to fund the Community Development
Program and 10% for the Scholarship Trust.

Three levels of CDQ proceeds and their allocation are shown in the following
table. The first uses average prices at the requested 25% of the CDQ total,
approximately 23,400 mt annually at current TAC levels. The second and third
are at the current 20% level, 18,750 mt annually at current TAC levels. The
second uses average prices, the third incorporates Arctic Storm’s guaranteed
minimum surimi price and low roe prices.

Proceeds from CDQ Allocation at TAC of 1.25 M mt
Community
Total Income, [ Development | Scholarship
Allocation | Tonnage [ Income/mt $000 Activities Trust ASIFLP
25% 23438 | $ 250 | $ 17,578 | $ 3,516 | $ 1,758 | $ 12,305
20% 18,750 | $ 250 |§ 14,063 | 2813 |% 1,406 | $ 9,844
20%| 18,750 [ $ 200 $ 11,250 [ 2,250 | § 1,125 |$ 7,875
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F. Description of Community Development Projects

The objectives laid out in the 1992-1995 Community Development Plan will
continue to guide the process for the next three years.

Allocation of CDQ Proceeds Between ASIFLP and the CDP

BBEDC's first premise is that the level of seafood industry investments and
resulting dividends from the ASIFLP be sufficient to support BBEDC's
Community Development Plan in the absence of a CDQ allocation. That does not
mean that the Bristol Bay region would be self sufficient in groundfish without a
CDQ, as the size of the BBEDC Community Development Program is small
compared to the need in the region for groundfish related employment, training,
business counseling, and fisheries development planning and investments.

Investing the bulk of the CDQ proceeds in profitable seafood businesses will
mean that BBEDC will not disappear if pollock quotas go down, the surimi
market craters again, or for some reason the CDQ program ends. BBEDC will
not “spend its capital” — there are too many examples of failed economic
development programs in Western Alaska, and BBEDC is resolutely committed
to making this opportunity last and succeed over the very long haul.

During the three-year extension of the CDQ program (1996-1998), no more than
30% of CDQ proceeds (paid by Arctic Storm to the BBEDC as per the Royalty
Agreement) will be used to fund the Community Development Program and no
less than 70% of CDQ proceeds will be invested by the BBEDC in the Alaska
Seafood Investment Fund. Of the proceeds going to BBEDC, one-third (10%),
will go to a scholarship trust fund.

Scholarship Trust

BBEDC will forward fund the scholarship trust at 10% of the projected revenues
for the entire three year period (approximately $1 million) so that it can reach its
full size immediately. That will make the trust more attractive to fund managers,
resulting in lower management fees, and will allow it to operate throughout the
allocation period as an independent trust disbursing earnings after inflation
proofing. The forward funding will be repaid over the three years of the
program by allocating the 10% for scholarships to repaying the appropriate
savings account.
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Administrative Budget

The second premise is to keep overhead to a minimum. The Board’s directive
has been to keep administrative costs below the level of program budgets while
keeping the overall costs at a level that can be sustained in perpetuity. The effect
of that is to limit administrative costs to less than 10% of CDQ income. The
current staffing level of Executive Director, Administrative Assistant and
Secretary has been bare bones, and BBEDC will hire two new staff effective
October 1 provided its allocation increases, or at least remains the same, for
1996-1998.

The first new position will be a Deputy Director/Comptroller, who will be
responsible for financial planning and budgeting, oversight of fund managers,
accounting, audit and tax preparation, purchasing and most report writing. The
second position is the Program Manager, whose major responsibilities will be
overseeing the training and employment programs and assisting Arctic Storm in
recruiting employees. Many of these functions are currently handled under
contract.

With an increase in quota and a more remunerative Royalty Agreement,
administrative costs would total about 8.5%. These costs are relatively fixed, and
would not change significantly with lower or higher prices or allocation levels.

Program Budget

The program budget focuses on increasing employment and economic activity
through developing the human resources of the Bristol Bay region, which will
result in a healthy local fisheries economy supported by all necessary business
services. The Program and Administrative Budgets are set at levels that can be
supported by future earnings should pollock CDQs end in 1998. Any funds
available beyond that level go into Reserves for use primarily as a savings
account. If earnings exceed projections, Reserves can be used for increasing the
level of training and fisheries development, infrastructure development and IFQ
acquisition. At low allocation or profit share levels, these programs are minimal.

The Community Development Plan’s main programs are:

1. Basic vocational and job skills training to enhance employability of
BBEDC'’s disadvantaged residents, focusing primarily on G.E.D. and
Adult Basic Education to prepare individuals for employment;

2. Vessel, office and regional resource management agency internships
and related advanced vocational training in conjunction with Arctic
Storm BBEDC and its vendors, and state and federal agencies;
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3. Scholarships to support advanced vocational, technical and academic
training for young people in the region;

4. Fisheries development through extension services, particularly
business and tax counseling to halt and reverse limited entry permit
out-migration;

5. Fisheries development through investigation of, and hands on
assistance with, local value-added and under-utilized species
development. Arctic Storm marketing connections will be utilized as
will supplemental funding sources and strategic alliances (such as the
AFDF-BBEDC-Ocean Beauty value-added salmon project currently
underway);

6. Reserve Fund for IFQ acquisition and infrastructure development
matching fund focused on seafood industry economic development as
identified in the regional fisheries development plan.

Continued Community Development Funding After the CDQ
Period

Following the CDQ project period at the end of 1998, the investments of the
ASIFLP are projected at a 6% annual net rate of return to provide earnings for
dividend payments to the BBEDC at levels sufficient to support the Community
Development Program. The size of these programs will be scaled appropriately
to Fund income based on rate of return.

The focus of the CDP will continue to be on human resource development.
Reserves will continue to act primarily as a savings account. If earnings exceed
projections, they can be allocated into improving training programs,
infrastructure matching funds (with local, state, federal and private
participation) and the purchase of IFQs to supplement the ASI activities to the
extent funds are available.

The funding available at various allocation levels is shown in the following
table.
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G. Description of Harvesting Partner, Arctic Storm

Through the selection process, BBEDC gained in-depth knowledge of many
major Bering Sea pollock operators. Arctic Storm was selected by the Board in
part for its outstanding record of low bycatch and discard rates, its clean record
with the Coast Guard, ADEC, and OSHA, its reputation in the market for a
superior and consistent product, and its reputation in the industry for honest
and fair dealing.

Arctic Storm is a Washington State corporation. Chairman of the Board is Wally
Pereyra, member of the North Pacific Fisheries Management Council and
longtime pioneer in Americanization of North Pacific groundfish. Contact
person for NMFS regarding pollock harvesting is President and CEO Doug
Christensen.

Arctic Storm formed in 1986, was one of the first U.S. companies to enter the
groundfish fishery in the Bering Sea. The company manages three vessels, the
F/T Arctic Storm, F|T Arctic Fjord and the pollock catcher vessel F/V Sea Storm.

Arctic Storm is a unique group of owners representing expertise in the areas of
trawling, crabbing, joint venture fisheries, and an end user of pollock and other
species from the North Pacific. Oyang Corporation of Korea is a partner in the
management company and part owner of the F/T Arctic Storm.

In 1987, Arctic Storm commissioned the F/T Arctic Storm, the first U. S. surimi
trawler, a 320 foot “super trawler” equipped with state of the art equipment. The
F|T Arctic Storm also processes yellowfin sole and hake.

The F/T Arctic Fjord, a 275 foot surimi and fillet catcher/processor, was
purchased from Christiania Bank in 1993, was renovated and put back into
service in 1994. BBEDC, through its investment arm, the ASIFLP, has signed a
purchase agreement with the owners, and is currently negotiating the final
business agreements.

This offer played a significant role in Arctic Storm’s selection as BBEDC's 1996-
1998 pollock partner. The ownership of the F/T Arctic Fjord is 100% American.
See the Confidential Items section for more details about Arctic Storm and the
business plan.

Selection Process

BBEDC's main guiding principle is-careful evaluation of the possibilities and
clean and professional implementation. This is reflected in how its new partner
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was selected and the contractual agreements for investment in and prosecution
of the pollock fishery.

BBEDC started last September reviewing the previous partnership and
developed a superlative RFP. Between November and March the responses were
developed, received, and evaluated, and two rounds of interviews and extensive
followup questions completed. Of the fifteen companies submitting proposals,
seven were interviewed and two were interviewed again, both times by the full
Board over two day periods.

Arctic Storm stood out throughout the process for their thorough and
professional response, high standards of conduct, and warm and open staff.
Arctic Storm proposed one of the most competitive royalty and
employment/training packages of any of the fifteen proposers and has a
superior overall operations record and reputation in the industry. Arctic Storm is
also appropriately sized to be responsive to BBEDC's needs and desires. Arctic
Storm is committed to being an equity partner in future investments, and offered
an equity position in a very competitive vessel which BBEDC has accepted.

The Agreements

There are three Agreements that govern the BBEDC-Arctic Storm relationship:
the Royalty Agreement, the Employment Agreement and the Investment
Memorandum of Understanding (please refer to Confidential Items section for
copies of agreements) .

The BBEDC/ Arctic Storm agreements are structured to provide an opportunity
for a close working relationship by granting each party the flexibility to
anticipate unforeseen circumstances. This is a major change from BBEDC's
current Royalty Agreement with Oceantrawl Inc. BBEDC intends to continue the
very high standard of professionalism and compliance with the letter and intent
of the various state and federal agencies’ directives which BBEDC and
Oceantrawl Inc. have demonstrated from 1992-95.

The Royalty Agreement with Arctic Storm will provide considerably greater
financial return than did our previous Royalty Agreement with Oceantraw] Inc.
It also grants BBEDC control over the use of the CDQ and provides for the joint
development of a Fishing Plan which governs the manner in which the CDQ is
prosecuted. Elements to be included in the Plan include employment
opportunities, expected prices, yields, schedules, bycatch rate and discard level
triggers, product marketing plans, and other information.

Executive Summary ES-18



‘Arctic Storm will harvest BBEDC's allocation of pollock and pay BBEDC a
royalty fee based on a percentage of gross revenue of both surimi and roe. It is
Arctic Storm’s responsibility to harvest all the pollock, and Arctic Storm must
pay the royalty even if they leave some CDQ unharvested.

If fillets are produced, a royalty percentage will be negotiated. Under no
circumstances will the royalty paid BBEDC be less than $165 per MT plus an
agreed upon percentage of FOB Dutch Harbor gross roe revenues. This should
raise BBEDC revenues by 25-66% over those attained working with Oceantrawl.

The Royalty Agreement contains the details and provisions for securing the
Quota and contractually defines the procedures used to calculate the royalty

payment.

The Employment Agreement provides BBEDC residents a defined career path
within Arctic Storm, beginning at the entry level, through provision of
internships and a commitment to advance qualified BBEDC residents when
openings occur.

The Investment Agreement defines the way in which Arctic Storm and BBEDC
may pursue development opportunities in the Bristol Bay salmon and herring
fisheries, and provides for Arctic Storm’s participation in other fisheries
developments of interest to BBEDC.

H. Description of Management Strategy to Prevent Overages

Under the terms of the Royalty Agreement, Arctic Storm is obligated to comply
with all federal regulations governing the harvest of the CDQ. Failure to do so
will constitute a breach of the Royalty Agreement and could lead to termination
of access to BBEDC'’s CDQ.

Arctic Storm will be responsible for providing a minimum of two federally
authorized fishery observers on each vessel during harvesting of the CDQ. These
observers will provide Arctic Storm and NMFS with a daily report of each haul,
including estimated pollock harvest, bycatch and species composition. BBEDC
will receive a copy of the reports on a daily basis directly from Arctic Storm.

In addition, as part of the Royalty Agreement, BBEDC and Arctic Storm will
jointly develop a Fishing Plan in November of each year preceding the Season
“A” pollock fishery. The Plan will govern the conduct of the harvest of the CDQ.
BBEDC and Arctic Storm will establish maximum rates for bycatch and discards
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which, if exceeded, will require Arctic Storm to modify its operation to lower the
rates.

I. Description of Local Participation

Local Participation in This CDP

From 1992 to present, BBEDC region residents have actively set the goals, made
the policy, and managed the day to day affairs of the organization. The BBEDC
Board is fully engaged in all critical decisions while being advised by the best
professional help available.

BBEDC region residents have directly participated on a large scale in the CDQ
pollock fishery as employees of BBEDC's partner. In 1994 alone, over 194
residents worked on Oceantrawl vessels, exceeding our goal of 120 hires by the
end of 1995. These people earned in excess of $600,000, most of which returned
to the region’s economy after their employment contracts were completed.

A number of our residents have advanced to high paying, skilled positions on
Oceantrawl!’s vessels. Others are serving as management-level interns with
Oceantrawl and with regional resource management agencies such as Alaska
Dept. of Fish and Game. '

BBEDC's Community Development Plan focuses on developing the human
resources of the region - training residents so that they have more employment
options and have the opportunity to participate in the Bering Sea fisheries as
fully competent and competitive fishermen and processors. With the knowledge
and experience BBEDC residents gain through working in successful businesses
and participating as equity owners, BBEDC will be well positioned to move into
more active management and participation, particularly as additional CDQs
become available that are not as capital intensive as pollock. This direction is not
yet ready for implementation, however, and is not included in this CDP.

BBEDC established a Limited Entry Permit Brokerage in 1994 that has been
extremely successful in stemming the flow of permits from the region and in
repatriating permits to residents in the region. The Manager/Broker is the wife

of a local fisherman. She will hire another resident as an assistant as part of the
1996-98 CDP.

Through its Fisheries Development Planning and Assistance programs, BBEDC
is working to develop better markets for under-utilized Bristol Bay resources
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and to promote value added processing in-region that will provide more of a
year-round economy and employment.

The Board has also identified as a priority increased participation by fishermen
in the processing and marketing of their catch through joint ventures with
processors and marketers and greater sharing in the risk and rewards thereof.

What Local Participation Is Not

The Board has specifically spelled out several things they do not want to
participate in that could be considered “local participation.”

¢ BBEDC will not participate in “make-work” projects, the monuments
that litter so many communities in western Alaska that result primarily
from government and private grants rather than sound business
decisions. Any undertaking BBEDC gets involved with must be a
viable business in its own right.

e BBEDC will not contribute to over-capitalization in fisheries that are
already saturated with effort and equipment. It is our opinion that
using proceeds from the CDQ program to subsidize direct competition
with existing private enterprise to produce identical products and
services is not an appropriate activity, particularly in the Bristol Bay
sockeye salmon and herring sectors.

In the pollock CDQ program, BBEDC has focused on providing opportunities for
employment and individual advancement and on investing in existing profitable
businesses. There are few opportunities for individuals to directly participate in
the pollock fishery except as employees of an existing pollock harvesting and
processing business. Opportunities to participate in other fisheries will be
developed through ASIFLP investments and as CDQs for other fisheries become
available.

J. Conclusion

The BBEDC has demonstrated its well thought out, competent and fiscally
conservative approach to use of and investment of CDQ proceeds. BBEDC is
well positioned to enter into a wide variety of seafood businesses and if it
receives an allocation somewhat greater than or equal to its current level, it will
provide an even more successful model of what the CDQ program can do for
Western Alaska.
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The Community Development Plan focuses primarily on increasing employment
and economic activity through developing the human resources of the Bristol
Bay region. The size of the population served is large, and despite having a rich
salmon fishery, the needs are also large. Participation by local residents in that
fishery is declining, and barriers to entry are huge. This is evidenced by the
steady outmigration of permits from the region and the large number of
unemployed and underemployed in the region.

The need for a carefully mapped regional fisheries development strategy is clear.
BBEDC has invested considerable effort in this area and will continue working
to develop value added processing and development of under-utilized salmon
and other species with the goal of year round employment for residents.

Additional goals to the extent resources are available will be infrastructure
development and possible purchase of I[FQs to enhance the investments made in

seafood businesses and in conformance with the regional fisheries development
plan.
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AGENDA C-1(a)

« SEPTEMBER 1995
SUPPLEMENTAL
EXECUTIVE SUMMARY
A. The applicant for this Community Development Quota is Central Bering Sea Fishermen's

Association (CBSFA). CBSFA is a non-profit corporation formed by and representing
fishermen living on St. Paul Island. It has been the successful recipient of two previous
pollock CDQ allocations for 1992 - 1993 and 1994 - 1995. The members of CBSFA are
also members of the halibut CDQ group Pribilof Islands Fishermen (PIF).

B. The community represented within this application is St. Paul.

C. The managing organization for this CDP is the applicant. The CBSFA Board of
Directors will manage the CDP with assistance from staff and consultants. The key
contact person is:

Carl Merculief, President, P.O. Box 288, Saint Paul Island, Alaska 99660
(907) 546-2592 (phone) (907) 546-2280 (fax)

D. The goals, objectives and milestones of he CDP are listed below:

GOAL 1. Maintain CBSFA's access to Bering Sea fisheries resources.
Objective 1  Purchase fishing privileges to any and all Bering Sea limited access fisheries.
Issue: Long-term self-sufficiency. (Ongoing)
Milestone  Support PIF fishermen in purchasing 200,000 Ibs of halibut IFQs
(based on 1995 TAC) in Area 4, especially Area 4C.
Objective 2  Obtain a significant percentage of future CDQ allocations.
Issue: Long-term self-sufficiency. (Ongoing)
Milestone Prepare for, apply for, and obtain a 12% or greater portion of any
future CDQ allocation.

GOAL 2. Enhancement of local fishing fleet.
Objective 1 Maintain self-sustaining vessel, gear, and IFQ loan programs for local, privately
owned fleet.
Issue: Local harvesting enhancement. (Ongoing)
Milestone  Successful lending and collection of the revolving funds available
to CBSFC for vessel, gear, and IFQ loans.
Objective 2 Maintain local fleet facilities including dock and haul out.
Issues: Local harvesting and support enhancement. (Ongoing)
Milestone  Maintain small vessel mooring dock on an annual basis and ensure
that haul out facilities are suited to the locally owned fleet's needs.
Objective 3  Assist in the expansion of local fleet into multispecies fisheries.
Issues: Local harvesting and support enhancement. (Ongoing and new)
Milestone  In early 1996, conduct comprehensive feasibility study of the
possibilities for locally owned and operated vessels.
Milestone  Increase participation in multispecies fisheries by two locally
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owned vessels per year.
Objective 4 Improve the training and experience of local fishermen.

Issues: Education, training and employment. (Ongoing and new)
Milestone  Provide loans and opportunities for training experiences for 20
persons per year.

Milestone  Provide fishing industry jobs for 50 persons in 1996 increasing by
at least 20% per year. Priority is to be given to St. Paul residents
followed by other western Alaskans and finally by other rural
Alaskans.

Milestone  Our specialized training program will develop a model to train and
support individuals who are traditionally under-employed. The
program will be community based, involve job coaches who
receive intensive instruction and provide job support as well as
community and social support. It will focus on people who suffer
from environmental or other disabilities and have had difficulty
with employment.

GOAL 3. Maximize local fishing industry business opportunities
Objective 1  Increase fishing industry spending on St. Paul.
Issues: Employment and processing enhancement. (Ongoing and expanded)
Milestone =~ Work with Icicle and American Seafoods to increase local
employment by 5 jobs in 1996 and at least an additional job per
year thereafter.
Milestone  Increase the number of visits to St. Paul by American Seafoods
vessels and Icicle delivery vessels by 10% per year.
Objective2 Invest in local fisheries industry and support businesses.
Issue: Local support facilities enhancement. (New)
Milestone  Invest in two business with outside service providers on St. Paul
Island.
Milestone  Assist at least five local residents with fishing industry related
business opportunities.
Milestone  Conduct a feasibility study in 1996 to examine foreign trade zone
opportunities on St. Paul.
Milestone  Begin or purchase two businesses in the Bering Sea region.
Objective 3  Educate and train the local residents to participate in the fishing industry.
Issues: Education and training. (Ongoing)
Milestone  Provide education loans to at least 10 members per year to attend
colleges and universities.
Milestone  Provide training loans to 20 members per year.

GOAL 4. CBSFA become a major participant in the Bering Sea/Aleutian Islands fisheries.
Objective 1  Develop comprehensive development and investment strategies.
Issue: Generate new capital and equity. (New)
Milestone  Develop a strategic fishing industry development plan for CBSFA
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during 1996.

Milestone  Prepare a comprehensive processor strategic investment feasibility
study by mid-1997.

Milestone  Conduct an annual strategic assessment in order to monitor
external events that may adversely affect all of CBSFA's
investments.

Objective 2 Invest in Bering Sea fishing vessels and processor(s).
Issue: Generate new capital and equity. (Ongoing and new)
Milestone  Invest in three fishing vessels during this CDQ program.
Milestone  Save and/or invest $450,000 per year towards fishing vessel

investments.
Milestone  Save and/or invest $900,000 per year towards processor
investments.
Objective 3  Education, training and employment in the seafood industry.
Issues: Education, training and employment. (Ongoing)

Milestones 8, 9, 10, 11, 16, and 17.
Objective 4 Resource management
Issue: Long-term self-sufficiency. (Ongoing)

Milestone  Conduct an annual strategic assessment in order to monitor
external events that may adversely affect all of CBSFA's
investments. :

Milestone  Continue to be actively involved in BSAI resource and
management decision making processes.

E. This CDP requests 12% of the CDQ pollock available from the Bering Sea and Aleutian
Islands areas. In the past it was the practice for most of the CDQ applicants to request
the full amount available, 33%. Rather than request such a large amount and be forced to
scale back our plans dramatically, we have developed a CDP that is reasonable and
achievable given this realistic request. We believe that a lesser amount would seriously
jeopardize the integrity of this CDP and preclude our progress towards self-sufficiency.
This application is made for the years 1996, 1997 and 1998.

F. The CDP projects contained in this document are few but we expect to amend them on a
regular basis. The ongoing projects which are managed by our wholly owned subsidiary,
Central Bering Sea Fishermen's Corporation consist of loan programs (vessels, gear, and
IFQs), and ongoing business investments in the F/V Zolotoi and a rental building in St.
Paul. The bulk of our new activities in the CDP as currently structured will be savings
and strategic planning. These are the necessary precursors to successful business
ventures. When we move into further projects they will be added to this CDP via the
plan amendment process. Another important ongoing project is the continuation of
employment opportunities with our business partners American Seafoods and Icicle
Seafoods. Between them these two companies have over 2,700 employment positions.
Both of these companies have agreed to aggressively pursue increasing employment of
Alaskans. We will place employment emphasis on St. Paul residents followed by other
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CDQ residents and finally other rural Alaskans. Both companies also offer a variety of
training opportunities throughout their companies. Both companies will support our
business planning process with their expertise and both will assist us in creating
successful business enterprises.

Two projects are presented in this CDP. The first concerns our desire to acquire
undeveloped lands near the St. Paul harbor. Such property is necessary to obtain before
we can create new businesses on the island. There is only limited amounts of property
available at this time and much of that is not economic to develop. We are entering into
an agreement with the City of Saint Paul to assist in the funding of a Corps of Engineers
harbor project. In exchange for our assistance, the City will make available to us either
new lands created by spoil deposition or a parcel of land they already own near the crab
pot storage area. Either location would be acceptable for a variety of businesses
including a marine service center or processing support facility.

The second project proposed in this CDP is a specialized training program aimed at
discouraged workers. This project will require training model development funds which
we will supply. The model development and implementation will be undertaken under a
contract with the University of Alaska. Our partner Icicle Seafoods has agreed to work
with us to provide employment opportunities in their St. Paul processing operation and
other facilities around the state. The training approach involves job local persons
employed as job coaches. Each coach will assist two trainees with instruction and job
support. This type of training is innovative to the seafood industry. Its success will open
a great range of employment opportunities to a whole class of people desiring to work.

The harvesting partner for this CDP is American Seafoods Corporation (ASC). They are
an American company based in Seattle. They operate one of the largest fishing fleets in
the U.S. with 13 vessels and over 700 employees. Their international fishing operations
occur off of Argentina, Chile, and Russia while they fish domestically off of Alaska,
Oregon and Washington. They were our harvesting partner for the past four years under
previous pollock CDQs. Six of their factory trawlers will be used to harvest pollock
allocated to this CDP. Three of these vessels produce primarily surimi, roe and fishmeal
while the other three produce primarily deep-skinned fillets, roe and mince. ASC has a

good compliance record, low discard rates, and low bycatch rates of halibut and king
crab.

The management strategy we have used successfully during the past four years will be
continued under this CDP. We have never exceeded our allocation but have achieved
virtually 99% or better usage of it. This is the result of good fleet coordination on the
part of ASC operations managers and routine contact with NMFS staff. Federal reporting
and monitoring requirements continue to improve and we will continue to comply with
them. At this time, vessels fishing for CDQ pollock are required to carry two observers,
measure all catch volummetrically, and submit observer reports daily.
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Local participation in this CDP will be from top to bottom. The Board of Directors of
CBSFA and the managing organization are local residents. This allows them to be very
aware of local needs and conditions and to be able to accurately gage local development
potentials. This plan will result in the direct employment of a number of St. Paul
residents. This will occur through the training program (an estimated 24 persons in 1996)
and through other employment with our partners. As more business comes to St. Paul,
there will be grater opportunities for locally owned small businesses. We are planning to
assist in the beginning of such businesses. The local fishermen have already benefited
greatly from our assistance and this will continue as they expand into other fisheries. The
success of this program can be measured in future years as local residents continue to stay
in our village but become the workers and managers in a variety of Bering Sea region
fishing businesses. Near term gains might seem small but this goal is achievable and we
are on the correct path towards success and self-sufficiency.
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AGENDA C-1(a)
SEPTEMBER 1995
SUPPLEMENTAL

Coastal Villages Fishing Cooperative

204 N. Franklin, Suite 1 ¢ Juneau, AK 99801 ¢ Phone 907-586-2360 * Fax 907-586-2331

1996-1998 POLLOCK CDQ APPLICATION

EXECUTIVE SUMMARY

The Coastal Villages Fishing Cooperative (the "Cooperative" or "CVFC") is a for-profit
cooperative corporation established under the laws of the State of Alaska for the purpose of
participating in the Western Alaska Community Development Quota ("CDQ") program.

Established in May 1992, the Cooperative consists of seventeen villages located along the Bering
Sea coastline from Scammon Bay in the north to Platinum in the south. This is the fourth
application for a quota award being submitted by CVFC to the Governor of the State of Alaska
and the Secretary of the U.S. Department of Commerce. For the 1992-1993 and 1994-1995
pollock CDQ application cycles, CVFC was awarded 27% of the quota allocated to the six CDQ
groups. These were the highest awards and recognized the well thought out and ambitious
program being undertaken by CVFC to create a self-sustaining fishing economy in one of the
most depressed regions of the state and nation.

CVFC has come a long way since its inception in December 1992. The Cooperative now owns
50% of a factory trawler, the F/V BROWNS POINT, was actively involved in the region’s
salmon fisheries through COASTAL VILLAGES FISHERIES that operated the LUCKY BUCK
during the summer of 1993, and has developed the halibut fisheries in the Nelson and Nunivak
islands area to the maximum extent allowed under current quota allocations. Additionally, CVFC
has sponsored successful training programs and an employment program that will be used as a
model for putting western Alaskans to work in the seafood industry.

At the June meeting of the North Pacific Fishery Management Council, the western Alaska CDQ
program was expanded to include all remaining Bering Sea groundfish and crab species not
presently included. This action, when confirmed by the Secretary of the U.S. Department of
Commerce, creates a wide range of options to CVFC and the other CDQ groups for developing
sustainable fisheries economies. As a result, this allocation period, 1996-1998, should be viewed
as a transition period, which builds on the accomplishments of the initial four-year pollock
program and concludes with a comprehensive fishery development program covering all of the
species available in the Bering Sea/Aleutian Islands area and the Coastal Villages Region.

Despite the fact that Council action to expand the CDQ program into these other fisheries only
recently took place and an implementation date is still uncertain, CVFC has already begun the
intensive planning process needed to wisely develop these new opportunities. Once the
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expansion has been confirmed, CVFC will devote considerable resources to prepare the best
community development program possible incorporating its early investments, those described
in this application, and those directed at the expanded program to achieve its specific long term
goals and those of the Western Alaska Community Development Program. This pollock CDQ
application will be limited to further developing CVFC’s participation in the Bering Sea and
Aleutian Islands pollock fisheries as well as the other opportunities that are made possible from
the proceeds of the harvesting and processing of the pollock CDQ allocation.

For the 1996-1998 pollock CDQ application period, CVFC undertook an exhaustive review of
the programs and projects begun during the first three years, including the fishery infrastructure
and business projects identified for development by its member villages. Additionally, CVFC
critically reviewed its employment and training programs and will be presenting comprehensive,
cutting edge programs in this application for the State’s review.

In its application for the 1994-1995 pollock CDQ allocations, CVFC described its
accomplishments for the first eight months of the program, impediments to success, and its plans
for the following two years. A similar format will be used in this application beginning with the
accomplishments of the first three years.

THE FIRST THREE YEARS

Employment: Fundamentally, the CDQ program is about job training and employment.
Creating a self-sustaining fisheries economy is not an end in itself, but simply a means of
providing a continuous supply of jobs for a region of the nation where opportunities have not
existed nor where alternatives are likely to develop. CVFC can proudly point to the progress that
has been made in this area over its first three years. CVFC’s employment goals have been
reached in each of the first three years, and will be exceeded in 1995, truly a breakthrough year.
Undoubtedly, a major reason for this success is the positive experience of western Alaska
workers returning to their home villages with good take home pay. In addition, however, an
improved recruiting program is more efficiently locating and preparing potential employees and
as a result is having an extremely positive effect. Another critical factor is the ownership of the
means of employment. This has proven to be a key element for recruiting and training as it
indicates that the jobs will remain and that there can be a future in fisheries. Finally, the zero

tolerance policy is making a big difference by setting a bright line test for the pool of potential
workers.

Building on this success, CVFC has now embarked on an ambitious program to expand
employment opportunities throughout the fishing industry. By developing partnerships with a
variety of companies, both shoreside and offshore, groundfish and salmon, CVFC will be able
to keep up with the growing demand for employment, and will be better able to fit the potential
work force to jobs compatible with interest and skills. This expansion will involve a greater
commitment of resources to the employment program, but in the end that is CVFC’s number one

Coastal Villages Fishing Cooperative
1996-1998 Pollock CDQ Application Page i



priority.

Training: CVFC’s training program has experienced some impressive successes, including the
training and certification of four individuals for employment as Baader technicians. This month-
long training at the Baader plant in Germany has opened up lucrative opportunities for the
residents involved. A second program that has been extremely successful is the internship
program operated by Golden Age Fisheries in Seattle. Two recent participants in the program
are currently employed by CVFC as its employment coordinator and halibut/sablefish program
manager., :

In addition to these programs, CVFC is undergoing an assessment of its training program in order
to strengthen and make improvements based upon the experience of the last three years and the
needs for the future. CVFC is taking a critical look at the businesses it plans to participate in,
the job categories that are needed to operate these businesses, and the training that is required
to fill these positions. This targeted approach to training is being employed in the internship
program, in an assistantship program on the BROWNS POINT, which is training successful
processing workers in the more skilled positions on board the vessel, and in CVFC’s general
training program. CVFC has learned that training programs will work only if the skills being
taught lead directly into an available job. Early experience with the internship program, where
skills were taught, but did not lead to any specific job at CVFC, resulted in some level of
frustration. (This training did not go to waste as it did result in jobs and all of the past interns
are currently employed.) Targeted training, such as the Baader technician training and a quality
control internship, where jobs are available and are being filled, lead to optimism and a positive
vision for the future.

F/T BROWNS POINT: One centerpiece of CVFC’s community development program is the
investment in the F/T BROWNS POINT. This vessel, 50% owned by CVFC, was purchased
with the contribution of pollock CDQ over the first four years of the program. Future
arrangements for the ownership and operations of this vessel are described fully in this
application.

Investment in the F/T BROWNS POINT enabled CVFC to become an active participant in the
groundfish fisheries of the Bering Sea right from the outset of the CDQ program. During both
the 1992-1993 and 1994-1995 allocation periods, the State of Alaska pointed to CVFC’s
application and CDP as a model for the other CDQ groups to emulate.

Based upon this support, CVFC believes that through this investment it is fulfilling a basic tenet
of the CDQ program. The CDQ program was created, in large part, to provide entry into
fisheries that otherwise were foreclosed to them due to the lack of capital and experience. CVFC
capitalized on this opportunity and is now an active participant through its ownership position.
That is not to say that this investment or, for that matter, any investment in the fisheries is
without substantial risk. Based upon several factors, the most important being the general decline
in pollock product values between 1992 and 1994, profits from this investment were not as high
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as had been expected.

The differences between investment and ownership in a vessel and simply providing the raw
materials to a vessel for a royalty payment should not be underestimated. CVFC has benefitted
substantially from its ownership position. It has gained first-hand experience in the industry.
It has played a role in directing the use and development of the vessel. It has guaranteed an
ever-increasing role for the vessel as an employment platform. The F/V BROWNS POINT is
a long term investment for the region and it will continue to play a central role in CVFC’s CDP.

Coastal Villages Fisheries: Coastal Villages Fisheries ("CVF") is a second partnership between
CVFC and Browns Point Joint Venture formed to purchase and process salmon on the
Kuskokwim River. Due to a variety of circumstances, CVF did not turn out to be a profitable
business. The 1993 chum salmon disaster, intense competition for limited salmon on the
Kuskokwim River, intense political pressure, and a variety of other problems beyond the control
of the operation led to losses from operations that year. CVF has not operated since that time.

Yet, CVF had its positive side as well. It was a learning experience, where CVFC gained first
hand knowledge of how the salmon business works. There were also the benefits received by
fishermen from the region, who would have had a much more difficult winter, but for the higher
prices that were generated through competition. CVF estimates that fish prices were 37% higher
in 1993 than if no competition existed. Other benefits of this venture include the supplies and
services purchased locally, the employment of 100 area residents at the plant, and underwriting
of the purchase of two tender boats. Equipment purchased for the operation will be used in other
ventures proposed in this CDP. Given the failure of the chum run, the increased prices paid for
coho salmon came at an opportune time for area fishermen. CVFC may have thought that over
the long term providing an alternative market for the region’s fishermen was a good idea.
However, what is now clear to the board is that few investments are worth it if they are not
sustainable from revenues generated. The lessons learned from this experience are reflected in
the projects proposed in this CDP.

Salmon Roe University: A third major investment program contained in CVFC’s previous
applications was to begin operating as a salmon roe technician training facility supplying roe
technicians to salmon plants throughout Alaska. CVFC began active development of this project
with the preparation of a roe technician curriculum during 1993. Unfortunately, due to resistance
by the Japanese salmon industry and the inability to gain recognition of CVFC’s program, actual
training was delayed. However, some recent events, such as the commitment by the Knowles
Administration and the Alaska fishing industry to promote Alaska hire throughout the industry
and the development of a new working relationship with Sheldon Jackson College and its
hatchery program, have greatly improved the opportunity for successfully completing this project.
Six residents of the Yukon-Kuskokwim Delta attended a CVFC-sponsored pilot training course
at Sheldon Jackson in July 1995. The training session was a success and active efforts at
placement of the trainees is underway. CVFC remains committed to this project and the training
of salmon roe technicians for positions throughout the Alaska industry. '

Coastal Villages Fishing Cooperative
1996-1998 Pollock CDQ Application Page iv

)



7

s

Halibut and Sablefish CDOQ Program: While the halibut and sablefish program is covered
under a separate CDP, it is important to include its projects in any review of CVFC’s overall

accomplishments and plan for the future. CVFC received an allocation of 70% of the halibut
CDQ in area 4E, 24% of the halibut CDQ in area 4D, and 25% of the sablefish CDQ in the
Aleutian Islands area. Again, CVFC’s CDP was cited by the State as a model for the program
as a whole.

Except for salmon and herring, halibut is the only other fishery resource available in large enough
quantities to support the existing local, small boat fishing fleet. Since its inception in the early
1980s, the halibut fishery has not had a consistent market for fishermen from the three villages
harvesting the bulk of the resource - Mekoryuk, Toksook Bay, and Tununak. As a result, CVFC
has seen a clear role for itself in ensuring that the processing plants are operating, permits are
obtained, and markets are made available. Much of the necessary infrastructure to support this
fishery now exists, in part the result of CVFC’s contributions. CVFC is proposing two additional
projects to complete the development of the nearshore halibut fishery.

The offshore halibut and sablefish fisheries are being operated with two goals in mind - first, to
provide an opportunity for residents to gain entry into the longline industry, through training and
crew member positions; and second, to provide enough revenue to support the overall halibut and
sablefish management program. CVFC has been experiencing success in both of these areas.
Of the two residents who have been crew members, one has made a commitment to continue in
the industry and CVFC has shown its support by helping to finance his purchase of Aleutian
Islands sablefish IFQ. As to the harvest of the offshore allocation, the F/V OCEAN
HARVESTER is on a schedule to complete CVFC’s CDQ operations by the end of August.
Revenue has remained consistent with 1994 projections.

Coastal Villages Fishing Cooperative: CVFC has continued the grow slow approach over the
past two years. Direct employment now totals five individuals, three in Chevak, one in Toksook
Bay, and one in Juneau. While the administrative structure of CVFC has remained small, the
responsibilities of the staff have grown immensely, especially in the areas of employment and
training and business development. This trend will continue with the expansion of the CDQ
program into other species in 1997.

Coastal Villages Scholarship Fund: The Coastal Villages Scholarship Fund ("CVSF") was
organized in 1993, obtained 501(c)(3) tax-exempt status from the Internal Revenue Service, and
has been awarding scholarships since that time. In 1994, four individuals received scholarships
and an additional four were awarded during the 1995 winter semester. The CVSF board has
retained a firm control on the use of scholarship funds - supported educational activities must
lead directly to employment in fisheries-related businesses or government positions in the Yukon-
Kuskokwim delta. This narrow approach recognizes that CVSF and the CDQ program as a
whole can only do so much in a region with so many legitimate needs and that it is necessary
to keep focused on the goal and not spend limited resources on unrelated opportunities, even if
they are valuable in their own right.
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Coastal Villages Investment Fund: The Coastal Villages Investment Fund ("CVIF") was
organized in 1994, has applied for 501(c)(3) tax-exempt status, and has been a major source of
investment funding for the Coastal Villages region. Three investments have been supported by
the Fund, including: upgrade of the Toksook Bay halibut processing plant allowing operations
to begin in the summer of 1994; a $100,000 investment in the AVCP revolving loan fund that
will make a funding pool of nearly $4 million available to residents of the region for commercial
fisheries projects; a loan to a resident of the region who is a crew member on the F/'V OCEAN
HARVESTER for the purchase of Aleutian Islands sablefish IFQ, and a grant to a small
businessman for purchase of aluminum welding equipment. CVIF has become an xmportant tool
for achieving the goals set out in CVFC’s three previous CDPs.

BENEFITS TO THE CVFC REGION SINCE IMPLEMENTATION OF THE CDQ
PROGRAM AND PROJECTED BENEFITS FOR 1996-1998

The CVFC region has seen enormous benefits from the first three years of activity alone. As
CVFC’s community development plan targets employment, equity ownership and growth, access
to resources, and infrastructure development, these benefits are found in several different
categories. Detailed results and projects for the remainder of the 1992-1995 period appear in the
body of the application. Summary results and projections are as follows:

- over 225 crew months employment on vessels

- total wage and salary benefit of over $1,00,000 earned by individuals from the

CVFC region
l Employment Revenue for Selected Communities from 1992 to present
Community Employment Rev_en;e_ ,
Chevak $257,783 [
Hooper Bay $113,364 I
Chefornak $71,672
Mekoryuk - _ $96,886

- immediate equity ownership valued at $13,500,000 in F/T BROWNS POINT and
Coastal Villages Fisheries

- 16 management internships completed at GAF

- over 120 jobs created in region at CVFC and CVF

Coastal Villages Fishing Cooperative
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- increase by 37% the value received by salmon fishermen from Kuskokwim River
fishery in 1993

Over the four year life of the CDQ program currently authorized, benefits to the CVFC region
will be substantially greater. Detailed projections for 1996-1998 appear in the body of the
application. Summary projections are as follows:

over 800 crew months employment on vessels
- over 540 months of shoreside employment in commercial fisheries

- total wage and salary benefit of over $4,000,000 earned by individuals from the
CVFC region

- additional equity ownership valued at $9,000,000 in Imarpiqamiut Partnership’
- 18-24 management internships completed at GAF

- over 12 jobs created in region at CVFC

CONTINUING CHALLENGES

In the 1994-1995 pollock CDQ application, CVFC described several reasons why it was having
difficulty in its recruiting and employment program. Drug and alcohol abuse, dependency on
welfare payments, and lack of experience in the work force were cited as the primary reasons.
Given that a central purpose of the CDQ program is to address these problems, havmg to face
them was no surprise.

Now, two years later, it is possible to say that CVFC has turned the corner and is making
significant progress on addressing and overcoming these impediments to success. Recruitment
is up, employment numbers are up, and demand for jobs is up. There is a growing awareness
that opportunities and a future exist. CVFC is meeting this growth through an expanded
employment referral program and an expanded and targeted training program. Additionally,
recent emphasis on the high school age population is beginning to show signs of success.

In this regard, CVFC has spearheaded two initiatives aimed at better preparing the graduating
high school students for the work place. - One is CVFC’s initiation of and support for a "School-
to-Work" program through the five regional school districts. This program, which is intended

' See Section (6)(H) - Amendments to Agreements for a more detailed explanation of this
amount.
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to provide graduating seniors with the skills needed to enter the work force, can make a real
difference for future employability. CVFC is assisting this program through its participation on
the Yukon Kuskokwim Delta Employers Council, through grant writing assistance, and will
provide further support through scholarships and on-the-job training in marine fisheries. The
other program being sponsored by CVFC is the "Career Track" program, which is intended to
show interested and capable individuals the path from entry level employment to more advanced,
professional and technical positions.

Finally, the board of CVFC will continue to insist on drug and alcohol-free work environments
for residents of the region who are employed through CVFC sponsored programs. CVFC
understands that some individuals will make it and others will not. While it is important to work
with individuals to get them on a path that will lead to future employment and a feeling of
empowerment, the board will continue to insist that strict standards be maintained in the work
place. People who have not complied with the employment conditions have been let go. At the
same time, CVFC is committed to using its resources to assist these individuals and will continue
to work with them as long as they take personal responsibility and seek appropriate rehabilitation.

THE FUTURE OF CVFC

As stated previously, CVFC believes that this pollock CDP covers a transitional phase between
its early embryonic stage of the first four years and an expanding, diversified, and more mature
stage including active participation in all of the groundfish and crab resources of the Bering Sea.
To achieve this transition successfully, CVFC must continue to concentrate on its original goals
and strategies as well as to expand its planning capabilities in order to be prepared for the
opportunities now clearly on the horizon.

CVFC included eight goals in each of its pollock CDPs and similar goals in its halibut and
sablefish CDP. These goals include the following:

. Through the CDQ program, to develop a self-sustaining, self-sufficient fisheries
economy in the CVFC region.

. Develop the technical and managerial potential of CVFC members to own and
operate a diversified fishing company through a "career track" program.

. Provide jobs and expand employment opportunities for the residents of CVEC
member and surrounding villages.
. Accumulate capital for Coastal Villages region fisheries infrastructure
development.
. Invest capital in new ventures to further develop the Coastal Villages region.
Coastal Villages Fishing Cooperative
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. Establish CVFC ownership in onshore processing facilities (for value added
production) and offshore harvesting and processing capacity (factory trawlers, long
liners, crabbers and processing vessels) capable of fishing in nearshore and
offshore fisheries.

. Provide markets for local salmon and herring fisheries.

Section (6)(A) of this application contains CVFC's slightly amended goals statement. The major
difference between the two lists is the emphasis placed on two particular goals - developing a
self-sustaining, self-sufficient fisheries economy in the CVFC region and expanding employment
opportunities for the residents of the CVFC region. These goals are given higher status in the
current CDP as they more accurately define what CVFC needs to accomplish during this CDP
period. Each strategy, project, and business relationship must focus on the creation of a sufficient
number of sustainable long-term employment opportunities in the fishing industry.

According to the 1990 census, the CVFC region had slightly more than 3500 residents over the
age of 16, of which 1826 were not in the labor force. Since the census, the number of residents
needing employment has risen steadily, with the largest increases still to come. It was to address
this problem, and the social ills associated with lack of opportunity, that spurred the development
of the CDQ program. By placing greater emphasis on the creation of sustainable, long-term
employment opportunities, CVFC will more clearly focus its efforts in this direction and restrain
itself from the tendency to see the program simply in terms of its own development.

Similar to the shift in emphasis in the goals statement, the CVFC Board of Directors is adding
a fifth strategy to its CDP and making some changes to the remaining four. This new CDP
contains the following five strategies:

Human Resources: Develop the human resources of the region for all levels of
employment; provide specialized training programs; assist local school districts to prepare
future employees for the work force; leverage the CDQ allocations and other state,

federal, and private sector programs to open employment opportunities for residents of
the CVFC region.

Management: Build a management organization through training, internships,
scholarships, and experience of residents of the CVFC region able to operate fisheries
development programs, vessels, and related-businesses; market and sell products; and
provide financial services. :

Equity Ownership: Establish an ownership interest in offshore fishing and processing
vessels, inshore processing facilities, and tendering and longlining vessels able to
participate in the inshore and nearshore fisheries. :

Access to Resources: Participate in open commercial fisheries offshore, nearshore, and
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inshore. Maintain a pollock, halibut, and sablefish CDQ allocation and expand the
allocation to other species. Purchase Individual Fishing Quotas ("IFQ") as these programs
are established in various fisheries. Develop fisheries and markets on underutilized
species.

Infrastructure: Support economically viable fisheries-related projects in CVFC region
communities; create value-added processing businesses; and develop a modern, efficient
office with computer capability and up-to-date communications systems.

CVFC’S 1996-1998 COMMUNITY DEVELOPMENT PLAN

As described previously, CVFC’s 1996-1998 CDP is intended to build upon the efforts initiated
through the first two CDPs, while preparing a strong foundation for the challenges that will be
encountered through the expansion of the CDQ program. In developing this CDP, CVFC took
a critical look at its existing programs and projects, surveyed the villages for remaining
opportunities within the region, and searched for opportunities that would best take-advantage of
the benefits obtainable from a continuation of the pollock CDQ program. Each of the activities
described in this application are intended to further develop CVFC’s overall program through the
five strategies described in the previous section. While no one strategy will be fully developed
at the end of this CDQ allocation period, progress will be clear and measurable.

Human Resources: In human resources terms, CVFC’s goal is to facilitate the development of
confident, flexible, competent citizens involved in a variety of individual, community, and
economic development processes. While CVFC job opportunities have made a visible and formal
contribution to the region, CVFC is stretching beyond the current employment and training arena.
CVFC, in association with GAF, has constructed a powerful strategy for recognizing and
mobilizing the coastal communities’ human resources. The central premise of this strategy is that
to be successful in our development efforts, CVFC must act with foresight towards the interests
of the coastal communities. We have incorporated the meaning of "foresight" (the power to
imagine the future), and the knowledge gained through the experience of the past three years to
define the elements of our strategy in one comprehensive program called "4-SITE".

The 4-SITE Program is an employment and development system. This system incorporates
community resources and individual aptitudes and motivations to-meet business needs through
a variety of development and employment activities. CVFC’s systems approach focuses attention
on the important principles that apply to increasing the long term employment opportunities for
our community members (e.g., increasing motivation, developing interpersonal skills, decreasing
attrition, designing training delivery styles for employees from other cultures, etc.).

The 4-SITE program components (scholarship, internships, training, and employment) are
designed to have both a short term impact with quantifiable results and a longer term influence
on sustainable community development. To accomplish this, CVFC is expanding each program
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