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Ahtl1a, Incorporated

A' htna vvill inlpleI11ent ANSCA'-for the'.-.­
benefit of its shareholders thro,llgh the

vvise stewardship of land and natural resources
and through sustained growth for future
generatiol1s_

is one of 12 Regional C,orporatl?ns established "\'
by Congress under je1l11S of the Alaska Native
Clainls Settlenlent Act in 1971.

, Corporate Pt·ofile
"Ahtna, 1nc9rpOf'ated

A grovvth-oriented c0111pany, \NiH enhance the
overall well beii1g of its shareholders vvith
1110netary dividends, el~lploYlnent and
educational opportunities through diversified
investillents and\,support a strong sense of
s:yltural pride and identity_ "
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/~ hina, Inc4' O\VI1S il~ fee title, approxinlately 1,528,000 acres conveyed in De_cenlber
~rJj)... 199'8 frol11 an entitlealent of 1,770,000 acres. .

/ . -.,;

Seven of the eight villages vvithin the Ahtna Region are ll1crged' \'vith Ahtna, ln~_ All
eight ar~ Federally Recognized Tribes"_ A thirteen-nlenlbei: boar4 directs corporate
operations.. Ahtn'a, Inc., has approxinlately 1,200 shareholders, of \\lhich the l1lajority
reside in the Copper River Region." "' '

, : I-Icadquartered in G!:~-nnaIlen, Alaska, ,Ahtna, Inc., is cOlnnlitted to providing a broad
: range of opportu111tie's for its shareholders and preservil~g their Native culture.

r '
·'e;

L\ htnu", Inc", has seven o~eratin? sLL~~idiari~s, \l\lhose prilna~? l.ines of ?llsiness in
_f. ~2005 vvere: constructIon, pIpelIne 111g1 11 tenance, fac] hiles 1:na1ntenance,-"
adnli nistrativc services, j ani toria I se rvices, eleetrical coiltracting, fiber-opti c­

'teleC0111111Unication, forestry and ~ravel sales.
\
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\ Dear-Shar~holders:

A s yotl know, last year a Texas oil and gas COlTIpany drilled
a well on Ahtna lands looking for .colnnlercial quaniiti~~..

ofnatural gas. The well that was drilled broke a ~ouple ofst,lte.
records including the highest pressure well ever drilled in
Alaska. /Due to the high pressut:e, the cOlnpany "vas forced to
put a large quantity of mud into the formation causing it to set

up like a concrete barrier. "
'.

This spring the exploration C0111pany plans to use a new
technplogy, never used in Alaska b6fore,. to penetrate into the
fornl~tion.and 111easure the vol~llne of the gas-:-- Part of our
plannillg for this ~ll1dertaIcing ha<;L us 'send'ing over a dozen
shareholders to rOllstabout training in Texas. 1'111 happy to report
that 13'ofour shareholders sllccessfully c0111pleted the training.
Nltpa's goal is to have shareholders .\vorkirig in every a~pectof
the drilling'~peratiopson qur land,," '. J

'-"'\'- ' . ". -.' .... }

W e are currently waiting ot} the Deparhl1ent of Interior's Office ofAppraisaL,Services to app~ove

tIle appr~al p~rfOrfned?l1 the Berg MacDougalllapd package. ~Ve have C0111e to an agreenlel}t
on the parcel that would pro~ct shareholder rights to . .
ha;ye contin.uous use ofth__eJa11d alld/a'fk>"v Ahtria to have ',' . ~
enVironlnehta,l fri~~ndly C0t11nlercial use ofthe land. Now. ' ...

"all we need to' do is agtee on the' appraised anlount once .. ~'. ".,
. th~ appraisal is approved by DOL .>'.. ..

? .

In the past year Clemwater Group Incorporated, an Ahtna
sli.b.sidiary, lost ~ppro'ximately $820,0.00 ll1aillly due to
the deprciation andinaintenance of the Moana Wave. I
mTI happy to announce that 'we ~~i.·e able to seil the
Moana Wave to Stabbert Maritirl1e for appro~i~nately,
$1.4 Inillion. Although the final sqle of the boat will
not 09_<?ur luitilltlne ofthis year, we hav~ already siglle.d
the paperwork and Stabbert MatitinlC ha~ assmned all
iiilbility slilce the b~ginning0,[ the yeat~ '\ .

-. ->

w~ are also ~lose to selling th~ twin engin~Navajo-Piper
plane that was obtained by Ahtna through governlnent
surphis. It will be a retiefto get rid ofthi8 property ,,-.nd __ '
90ncentrate ·oil business in -\vhich "ve already hav~ a
.silcc~ssful and proven track record. .

j
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vVe are concerned over the stance that Arctic Slope Regional Corporation
has taken in regards to 7(i) sharing ofANWR. ~htna has made it cle.E1x that.
we believe that any profits by ASRC c0111ing fiorh lands that were traded!
from ANCSA l~nds should be Inade liable to the 7(i) agreemellt.

\Ve are deeply conc~fned that if ASRC is able to exploit a loop pole in the,
agreelnent that, in time, the amounts cr(which could have been shared fr0111 \
ANWR will calise a rift in the regional corporations and their shareholders.
I pledge to continue pressing oui' cO'lcerns ciild figllf', for,-\~hat I. believe
should be shm:ed amongst all Native people ofAlaska.

W' e continue to c.oncentrate our efforts and the Board ofD)rector~has
playpd .. ypivotal role in clltting costs. AS a result i t\llprofitable

operations (such as Clearwater Group Inc.) will be closed. We will work
l _. '

hard to continue: reducing .the qeJ:>t, il1creasing profits'~ and incr~asing the assets to liability ratio in order to
.\ start issuJng dividends again.~· . . -",~ ,

As we lopk back all 2005-, there were a variety of issties that thi'eatened our quality df-life and the well-being
of our shareholder!.s cultl~-re:,lnd traditioJ,ls. Subsistence, PLO 5150, tiet II,apd 'the investigation into 8(a)
government contracting \vere just some of the issues that hrid Ahtna spending a consiaerable amount ofmoney
and effort to secure Javorable outcomes. Altl10ugh some of'tIl{;se issues will remain focal battle fronts for tl~e
future, I will- continue to fight for our' desired outcpmes.

, Under our i'ecovery plan, we continLl~d t~ increase sharehokr~rhire while streamlining operations and cutting -'" \}
Eosts. We have a coriipetent sel!ior mailagell1~nt team, a Inajority ofwhich al'e shar~llOlders, .\ovorking together
to achieve our pbIectives \. . -.

\
'---

~.:.

t;-- -

Though I have only talked on the operational part of our cOlnpany, I don't want to lose focus on the
_ protection of our lands and ctl,ltural ways of tife. Our ia~ld will al~lays be a high priority and t4is last

year we hired· a highly qualified lead protection officer a·li~,.~ontracted for iiir patrol to combat trespass on bur
lands. ~heefforts of our Lands and Resources department are sometimes hard to lneasure, but take it fr0111
me we have a dedicated staff that is willing and skilled to m'eet the tasks ahead. '

/ I

The future looks bright but the recovery effort coqtil~ues to take time and casl~ flow is sti!J tight. Myself, the
Board of Diiectors~ and management has remained true to the mission and visiqn of the company and we
will continue to follow the direction laid out in 2000' to get uS,9ut of debt and ~t~rt pay,ing; diyiqends to our
shareholders. We continl}e to have strict guideti.nes to the operational as'pects of our contracts, ne\v and old,

-and we continue to diver~ify aliI' corporation in ord-e~t to minin1ize our liabili'ties. ' .

I would like tQ, thank the shal:~il01ders f01'- allowing Ine to serve as your President/ CEO for ~'nother ;~ar and I
appreciat~ the s,acrifices that everyone has el~dured to enable us t~ r.~buildihiscompany and conti-q.ue to s'trive
for a brighter future for our shareholders. r '

'~ ~

:.c_

/

en Johns, President/CEO
\
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In addition we are ~uITelltly sponsoring
a National Cent~r fOl;ConsiLructio·n
Education & Research (NCCER) -­
training progran1 at Prince Willianl
Sound .contmu1.lity College,
developing project supervision skills
for bur slfareholders and ~ntployees.
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Ahtna Constnte~io~& Primary ProductS CQrporation
I - .•

A htna Construction & Primary
.. Products Corporation
(A<;&PPC) had -another successful year
in 200~ with an operating profit atld over
$24 tnil.lion in revenue.

. This is an increase of over $2.4 ll1illion in
, ,

. revenue froln 2004. ,AC&PPC has been
consistently pl~ofitable throug!lout their
history; in addition to elnploying and
developing sha~eholdersin the localt'egion.

AC&PPC continues their growth in the
hard dollar areiia with $6.4111illion in 2005.
A 111ajority of this revenue was generated __ ~'. _ _ y, _ .. -- , -

-. -,.' -." 1

fronl civil work and renl0deling ofthe HAARP facility in Gakona, Alaska; RQiidipad work and drilling
l- ". ". .. "

support for Rlltter &-Wilbanks atAbtria Drill Site 1-19 (Mj]epost 176 Glenn Hw¥), Glennallen, Alaska~
various contt;acts _with the· Departlnent of Transportation for material processing ~vithil1 the Ahtna
region; and luany s111all j9bs t60 rtUluerous to'list.

-;'-

P~.-..-~~~g~~~w/.-~~.~.~~·A)C&PPC~~lo~d~o~n&~
, and forty eighJ peof1d. in 2005,

33% of· the lnan~-l1ottrs_'worked-. " . .i' •

throughollt the year were by, Ahtna
shareholders/descendants.

.-/

S,afety Philosophy: . ""-- '-.

r--J

'A.:htt1a Con~_truction has il1}pletnented ~ proactive p~ogratp that 1vill reduce all safety-related 10ss((§ to
an absolute ID\l1itnU!TI surpassing th~ best experiel;"ces of opel;citions. sinlilar to ours. O~lr goal is zero
accidents and il;jufles. It.is to be on the left side of zero, rn3nag1ng nrevention e-fforts instead of
aceidents. - Co-~'-,-

'Ahtna ComtnLction is lookin.gloptva:rd to a bigg(lr and"better 2006,
, • c- .- ,- "- --, --

and we are well on our way! . ,0_.. _'

\

4



r '

i

)

)

Ahtna:~nterprisesCorpora~~.~n

Ahtna Enterprises Corporation "(AEC) is pleased to announce that the company, now
_ for the third year in a row, was again profitable in 2005. The COlnpany brought a net profit to

Ahtna, Inc. ofne~rly one Inillion dollars. Fof2006 the cOlnp~-nywiH relllain focused on its service
and construction contracts.

I " ".
I -. '). \

Our prinlary ser"Vice cOIltract lS the Social Security Adl)1inistration (SSA) records 111anagelnet1f_
contract in Baltimore, Malyland. 4EC Progranl Managers Kathleen"Robison and Gus Gustat, along "-

with AEC Controller Terry Robinson h1ve·don~)

an~·exenlplary job of working with ohr client
and our on-site staff to Inake -t-his an_,
exceptionally well Inanaged~'and profitable
contract.

II

Both AEC and the SSA are very prpud of the
operation.

- \

AEC was re~ently a\valqyd a second SSA site
i~l Wilkes-Ban:e, Pepnsylvania and will begin
,operations tIH~i·e i~1 April 2006. the 2005,.-- . . .
construction §'eason werit~"yery '\TeJl for AEe.

Bob Rasl1ll}ssen and his tealU cOlnpleted
dell1olition p~'ojects for the ArnlY and \-vas ~lso

successful in'- cOlnpletin~ paving proJe~t~ -at
both the Wrangell St. Elias National Park
Visitors Ce~ter and the Denali Park Visitors
Centelj In 2005 the comp'.lny~nteredinto fiber
optic projects and successfully cOlnpleted the
installation of nearly 40 Iniie~ of fiber optic
cable in S1. Lduis) Missouri and S1. Louis,
Illinois. ---- "

Kent Thompson, AEC's Lower 48 Opet;afibns
. '--Managcr~ and his teaul did a fabul~llS job of ~. "

opening up a nevv areC,i.o.(piofitable ",'ork fof the COll1pany while continuing to 'perf0rtll well-on obI'
Fue~s Reduction work and civil works proj~cts in the Lower 48. '" .\

j.

Throughout.2005 AEC received sllpport frorp. our sister sttbsidiary c0111panies and froluAhtna, Inc>·'
staff atld 111anagenlent. AEC Boar~ofDirectors (Ken Johns, Donna Pennington and Leonard John)
worked closely with the Ahtna, Inc. Bom:d ofDirectOl's_<Uld AEC Inanagelnent to lTIOl\itS>f ~nd guid/e .r

the cOlupany. We look fonvard to \Vhiilt \-ve believe should be an excellent 2006 for the eOll1pany. .

It was a great yea',.. an(l we Tha;nk You for; all tfte support..
f'-' \, " . • . ~C.

"".

,- "

/
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(DOE SLD, contract)
~ i (;

AGSC has cotnpleted its fifth year as a Social
Seturity Ad111inistration (SSA) records

,--~

Inanagelnellt contractor.

In. 2005'j AGSC c0111wleted '\De'sign,
C01)struction and Il'itegraiioi1 (6C1)-proje~tta~k

orders f01' Sri Lanka, Spain and Ft. G,ir~on,'

Colorado. In 2006, the prograljl continues to
expand to locations including Singapore,
th~iland;Dubai, Israel, ~hilippiiles, Ukraine,
Slovenia, Kygyrzstan~ arid Slovakia. L.

(DQ~ SLD ~contract)-I - ~,.'",: -~ - - - - '.

Ahtna -~ove'!lment~ervicesCorpot:'ation
,

Ahtna Government Service CorporaJion (AGSC) is entering iJs seventh successful
, yea~' of operation. The cOlnp~nyhas experienced continued growth and is pleased, to report all,

outstanding year-with growth of$35 ll1illion in gross revenue. . '//

,--'. Port of Colombo, Sri Lanka
./ radiatio..n. detection gate ,

AG~C continues to expand and execute its
'--- --,

curtent contract with the Department of Energy
(DOE) N'ational Nuclear Security Adn1inistrati~n

(NNSA) to SllpPOli the U.S. Governlnent Second
Li.ne of Defense Progranl (SLD) overseas.

~-------'

1. \

The key -activity within the prograIn is the
.installation oflnonitoring, detection and respons'e
systems that det'ect 1110venlent or sllluggIing oJ
radioactive 'lnaterials or devices across
internatiol1aJ borders.

Port ofCa,Jombo, Sri Lankt(l
radiation· detection- gate'
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The' SSA continues to be one ofOllf Inost i1llportant cllstOlners in the. Professib11al Services ~l1d staffing
sector, In April 2005, AGSC was awarded' ~ cdntract\vith the Federal Aviation AdnlinistratiOll (FAA)
to supporfflie various construction tequi£erilepts in the FAAls Western Service A1~ca. The wo~;kconsists

, _._- "-cof({ngineering and con--§thlctiQl1 services related to the constniction and Inaintenance ofnavigatiol1'll,
cOl~11nunic-ations, 'snrveiHance, and lighting syst'elTIS; powet lines, power"'p'iants, and radio'-/~md
teleCOmITIuiiication·ti-arlsluitti-nglreceiving to\overs. Developinent of this ne\ov contract will be a foca(
p~int for AGSC in 2006~---"- ./."

,,--
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Ahtna',Development Corporation
• J , ~

Ahtna Deve lopment "
Corpora~ion Experiences

r
Continued Growth and

.Projitabi lity

ADC under t11'e leadership of President /
CEO P31nela Finnesand" an Ahtna

shareholder, continue.d its profitability and
growth trend in 2005. ADC expanded the
scope and sustained excellence on a 111ajor
'contract with the Progran1 Executive Office
- Sin1ulatioll,) Trairiing, and Instnunentation
(PEO SfRr5. PEO STRJ is a niajor Army
COll1111and with headq}lartp\'s In· Orlando,
Florida and reco.gnized as fhe leadei' in the
Simulations and Training world.

ACT Contract Increased by MOfe Than $10Milli~n
/

The ACT contract continued to grow in 2005 as the funded value of the contIElct increased by Inor.e
than $10.5 l11illion during the year to lnore than $47 milliQn.

J \._'"1-
ADCRaudEXCEPTIONALon

Performa.nce ,Report '.

ADC recently reG~jved ~n Excep~ional Rating for
the second half.of 200). The ratIng was based on

their exetTIplary Inaintenance and logistics services'to the
United- States Army at locations throughout the world.
Th4 selni-annual evaluatipn resulted in the largestjaward
fee i!1 the £lve-year history.ofthe contract. The cllstolner
'attributed the Exceptional Rating to, the quality oftheme :
personnel and their perfonna'nce. \

- "l'~ \"-.

J. ~. .

, '""'Contract Expands at Fort BliSS, Texas

A second -shift 'NaS ~added to th~ FOli Bli~s, Texas LeeS Contract in support~of the Anny's Air
Defense Artillery School. The contract expanded to provide rnaintenance support for the Sentinel

Rad'1f Operator Trainer. The Sentinel radar i~ deployed with fOlWal!d 'area air defense units ofthe Anpy
and Marine-Corps.

The radar. automatically tracks and. reports enelny tai:gels, including cruise lnissile's, helicopters alld
~ ._~irplanes. The accolnpanying photos (show an actual Sentinel Radar and the Sentinel Operator Trainer.

.J.

."
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"'\, USMC Support, Co,:,-tract Increases $0 7 MilZi~n

/

New Training Device ACf.ded in
1\exas

,
I

Ahtna Development Corporation launches new comRany - AhtnaSTS
j

-~

./ ' .

R-' -- egiona:I Development Added to ADC Focus -- In 2005, ADC di.ose to inC1{t'de the developnlent
of projects ifl the.,Ahtna Region. Shareholder Michelle Anderson was _~elected in July -~s ADC's

VP of Operations 'and is evaltl~atit~g p{gjects iii the region for potential investlnent.
. ) ~ -

M ore than $730,000 was added to the ACT CCS
contract to support the United States Marine

Corps purchase of spare parts and luaintenance of the
Stinger Troop Proficiency Tr~iner(STPT). The Stinger
is th~ f\.nny and Mar-ine's weapon for short-range "air
defel~se and provid~s force protection against all types
of aircraft. The photos show a Stinger two-person teatn
on a training exercise and an actual Stinger firing.

~

With.th~chang~in focus ofIDe to l:.egiOl~~1 developlneil(a new conlpany was,created to t~ke.advant~ge
ofthe-expanding-goverl11nent training atl~ Sil)1Ul~iOli's ll1arket. The new- cOlnpany, whose le~aI ~1a111e is
Ab,.tna Stipp.ort and Training Servi(;es, LLG, has adoptt?d the l110niker ofAhtnaSTS~as it focuses on
an expanded role in the gQYernll1el1t Inarket. "-....- ;-j

- - ... ",,-. ,. ,
- _. ! ~., f··- L-

The na111e Alitna has pecQme a respected trade nlark 111 the world ofTraining and Sin1ulatioll support to
,.. .- 0' -' •• ./

the US Govenl111ent. The 1~9n1e: AhtnaSTS, was crafted to tak<:;-~dvantage of the hard-\von reputation
built over the last several years by Pmnela Finnesand at).d he'f'ADC.-Temn.

- • - I ~. •

~TheAnti~Tank Guided Missile (ATGM) Basic sldlls
Trainer is the lat~st training d~vice added to the ACT
contract. .The"·;l~issile sys~erri-'provides soldiers a
nleans of destroying ellenly::annored vehicles. The

- ,- }

following photos show an ATGM firin"g fro111 a
S-tryker cOlnbat vehicle and the B,is'ic- Skills Trainer.

~~ }

Pamela Finnesand Recognized-1or Community Involvement ~- ADC President Pmnela Finnesand,
-- an acfive-lnerober ofnlllneroU·s ~ervice.~nd cO~lservation groupsl was t;ecently rec~gnized bJ{ th~ National
Pres~dent of Dllcks~nUlnited,,,Dr JilTI Hulbert, for her" COllltllUnity involveluelit"'all-d s~lpportof j

cons~rvatioll.' Ducks Ul;litni'ted is a nation?} conservation 'orga~izati6n founded over sixty'"yea:I'-s ago
focused on the conservation and inlprovem"ent of wetlands and watel'fQwl habitat and has con'scrved
o~r IJ lnillion acres a-fro~~_ the.natiOll. ' ".

i ­
~ t

.j

l' '\
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Shareholders can expec~ to see good'things come ou~\ofb_o'th of
these new endeavorso J ).. "

'\
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Ahtna technical Services, 1~~.

Once again ATSI closed theyear with a profitable bOttOlTI lin~. ATSI topped 2004 net profits of$1.7
ll1illion dollars and revenues of$9.8_ll1ilUpq-dollars up to $1;.9 thilijon in profits and revenues of$ll
tnillion in 2005. ' '

t·jo~ ..

' ....

) .1)

ATSI attrib{ltes -tpuch of its success to its experienced L11anagers, adn11nistrat[ve staff, and pr.ojhct
field personne1. These indivi"dtlals have diligently wotIced hard to "l1sure that all scopes of work and
responsibilities have been accol11'plished to Ineet and exceed the requiretnents ofeach contract. The-jr
attention to detail and cOinpany spirjt has earne0 A1SJ several letters of C0l111nendation tnrollghc({lt
the year. The following are excerpts fron1 two of' our"clients. The pictures depict awards of
acknmvledge~11entfor' qrlality \V,Orklnanship. \..' '

r- ,,-/;/ ,"

Twelve departlnellt ~£!l1,~S of the
Sacralnento Outpatiefit C#nic at McClellall
(br¢nch office) of The Department of
Veterans Affairs, VA NOJ·thern California
Health Care Systems signed a letter that \-vas
\-vritten to Car-al Craig, Pres.lCEO, ATST. TI1e
letter en1phasized how pleased they are w{th /
.the high standards and, quality of
~l~vil'Olllnentalservices performe~ by ATSI
staff. .

They wellt to say how aCCOnl1110dating the
staff is anti that they niaintain themselves in
a courleous and professional Inanher at all
tinles. It 'Said, "We would like to thank thenl
for their; continuous dedication.

j , ,

--" '

./
9

James M. Fitterline, Ph.D., .Chief,
HOJneless Veterans Service (branch office)
ofThe Vetel'uns ;ijj4irs, Alaska;Healthl!:(lre
System andRegional Office wrote a speCial
letter to Carol Craig'expressing how 11luch

j they appreciated and are pleased with the
-j'anitoriat" sel~ices ofATSI a_nd particll1a{-ly
th~t of Fernito Lusurig•

\
-.,

He \-vrote, in part,! '~Ml:'- Lusung is a fine -
representative of your coil~pany_ I would
il11agine that ifall of youl' einployees COlTIe
close to 'the standard of qual ity that Mr.". ' .

Lusung l11aiqtains, then you have quite it fine
service. Thanks again, fron1 a velY satisfied
custolner." . '..

,-- ~.~'

"

,
\
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Carol Craig, President/CEO (und~{tl~e direction
of the ATSI Board of Directors) oversees all
operations and personnel.~ O~her staff include:
Panlel~a Fii-lnesand, VLce P~'esident; Anna
Abi"aha111S011, Vice Pres·id.~l1t of Finance; Donny
Fr~itas, Contracts Manager; Eva Sinyon; Assistant
Contracts Manager!Administration; Melissa Rich,
Quality Control Coordinator, andAlysha Johnson,
Receptionist. Phyllis .Y~~zie continues to assist
ATSI in H.R./Adnlinistration. \ \ )

) ) \.

Updated 111arketing p1~terials ~ finn brochures and
statenlent of qualifitanon packages have been
produced to assist in gel)erating new contracts.
The ATSI web page will be ofiline SQ~l.

The Veterans Afjairs facilities with The Department
ofH olnelan4.Security (in Anchorage, Alaska and
SacraJnento, California) continue to generate letters
of recognition tha"t''"attest to ATSI's excellent
capabilities as illustrated by the excerpts on the left.

'The Krolne Service' Center in Miami, Florida
sllstained dalnages fron1 hurr~cane Katria. ATSI
worl~edwith The Departlnent of Hmn,eland Security
while they ui1derwent renovations arid brought the
fa~ilhy back into full oper~tion in "record tillle.

I

-, Ahtna Technical SerVices; rtnca
\, '--, - '>

ATSI continues to expand on its existing contracts: ATSI is entering its fifth ye~r in the 8(a) Rrogranl.
Six ne"v buildings have been added at Fort An integral part of ATSI's 2006 strategic plani~

Richardsori and ATSI will be awarded the new to focus on business developn1ent. OUf priluary
Bassett (!nny Community !!~spital in Fair~anks objective is to secure n6n-8(a) projects ',,"'hile
which "vilJ COlne on line ill-May,2006. This "vill j continuing to actively pursue additional sole
resu~t__ip approxilnately 100,000 additional square sourced opp~~tunities.
.feet terthe contract -

Ko1:tt'Aene Enterprises Company, LLC,
~!tt'aeneEnterprises CompanYhL~C,(~C) is ol~.e of the new cOll1pani.es fonned by
~Ahtna,Incorporated.in 2005. The cOlupany WIll receIve' .
its 8(a) stahlS in early 2006 alid pursue" priinarily vertical
constn(ctiqn, rernodeling and renov~tion contracts. It will,
upon receiving 8(a) status) pursue 8(fl)/contracts in both the -­
service and coristruction 'sectors. A.Itl~ough the cOll1pany has
just begun operations, 2005 was a gr~at :year for-the new
c0111pany. Johh M&hler successfully tean1ed IffiC vyith
Cornersfoile Construction ofAnchorage to-win and profitably
cotnplete two' proj ects. J ~\

l
\

_B.oth ptojects, the fttlaternal Health Clinic and the . ,
C~rdi~logy Clinic were temodeling/renovation pro.j.0cts at the Alaska Native Hospit~l in Anchorage.
Additionally, John M-cihler and Marty Finnesand successfully !legotiated a contract with the Native
Village of Eyak to remogellrenovate their office cOluplex ip qordova. This project was succ~ssful1y

cOll'1pleted and has lead to more work "vith Eyak.

The Buffalo Fed~;lDetentio1'!_j~cility/~n B atav.!a,'
"- Newj¥ol'k generated approxiln~tety37% ofAT~rs

revel1ue in 2005. The contraCt will ·continlle·until
M-ar"ch 2008.. . /"

,i:

,j :1

:i:~ ;
1'·-=
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Ahtna La'nd & Resoutf)ce iJepart;ment

Agency Partnership:

Ahtna, Inc. has signed an MOU with
\Vrangtfll St. Elias and signed a MOU
with BLM. The land department is
going to pursue..... signing similar
documents with other agencies slIch as
the Department of Transportation and"
State ofAlaska Fish and Game. We've
been \\iorki!lg closely \\lith NPS and
BLM on projects and issu.~§Jhat affect
Ahtfurb-ands. Much of it has been an•eclucationa I process for both sides. \Ve
hope to y-Q!l!jnlle the partnership t~

protect Ahtna lands and culture. The
land departmcnt is continuing to \voi"l< --

./ I, )
on is 17(b) easements and RS2477
easem'ents that go through Ahtna
Lands. We plan 911 tryil~g to get some
of these CHsements relinquished and
educate the public-on thc allowable and
appropriate use of these easements

with the agencies involved.

Shareholder Hire:

As of March 21, 2006, the Ahtna, Inc.,
. Glennall.en dtJice had 21 full Time
employees.

Fifte~n an~tshareholders, two ~re
descend~ll1fs of shareholders,' 3 are

.:1 -----'-" "
marned or parents of shareholders and
one has no affiliation to a shareholdei:.

Land Selections:
f

The land department office IS

continui!lg to gathei" and review
infonmtti0l1'for village and regional
lands prioritization. Once we have
all the information, we will present \.,
it to the vi lIages for them to select
their prioritie~ 01'1- ~le re.maining
selections and sublnit tho~e to the
BLM State Offic~. Ahtua, II1C.
Board \vil1 do the same for the
regional pi-iority. Once we have
these subl'nitted to the.llBLM State
OtTice, Ahtna.will be put on the list
~o start the surveying of oUf final
entitlements. Ahtna, Inc. will also
be submitting for the 638 contract

for the survey work.

I

Leases and 'Pel"mits:

The land department is c~ntinuing
" to issue leases and p'ermits for land

r - I
- LISC. Land department staff is

researching a database .fhal will ~e
user friendly and give us the
inforhlation we need. Also to allo-w
the villagcs to track ap ofour leases ..
and permits. Once we have this in
place, it will hop~efully give the
villages and the lalid department the
information needed for better

protection ofour lan(!:_

GIS:

The GIS Office supported a wide
variety of projects in 2005. These

.~projects ranged frol11 cOl1ducting a
. :t .1 .'

title search for a proposed hentage
site to performing field research -"(or
the Berg-1VlacDougall easemel1t.
While the GIS Office p~rf6i111S a,wide
variety ofsupport services, the focus
remains' mapping. Large mapping ,_
projects in 2005 incllided an analysi's"-- .
ofthe proposed oil &,ga!Lex-ploration
areas, fulfi}lment ofAI '8 cOl1lmitmeClt
to Chitina under 12(b), and an 'audit
of BLM infor111ati0l1 regarQing AI's
land.status information. Numerous
smaller projects oCGJJITed throughout
the year as well, such asthe mapping
.ofpossible fish wheel locations along
tl)e CQPper River and the Io.cating vja
GPS of archeological .sites
endangered by river bank erosion. In
2006, the main focus of the GIS,
Office will be the final selections for
each villag~ under 12(a). This willr

be ti~d 'directly to the results' of the
-oil & gas exp.loration so the two
projects ,vilt fake IIp the bulk of the
GIS Office's time. Howeve~, the GIS
Office ""vilt continue- to support the
Land Depmiinent, Ahtna IIW:, and all
of its shareholders \yith mapping
services,. basic title searches, field
rescar.cll" "GPS data collection

whenever possible. \

Trespass:

Incidents:

2005 2006 Type of A'~tivity

.. \

< •.--Ilt--:::-:--------=-------=--------~.-=.-..,... -+~... --------l-----'---,---------'X'---'---+-2-I-iJ_J_c_id=--.e.=..:·n::.::....:...::ts:........::....re.=..:p'---o_r.:....;te:.....:d~a--=n~d=---lo=--.g=g---=--e--=d ----=------ilI

S ig n s P 0 S ted: X 4'7 7 s i g n s p 6 s ted & G PSinth e A h t 11 a
Region _-....

Nnlea'ge P}ltrol:

A i fC nlft P <l tro 1:

Per m- its Iss 1I e d I 11 the Fie Id :

x

x

x

x

x

196 signs posted & G PS in the A l1tna
Region_ ..--..
1-2,836 miles, 300 pfti"s hours \v'ith ATV
3851 miles, 16 plus hours on ATV~_·- '"
27.5 hours . . -,-- -,

t 2 ho LI rs
- 5 Permits

_ f ~ •

x "-.~ . 3 9 PerIII its ) /

Ongoing: Deal with all- complainfs'-bf trespass, hunting disputes, trap liDe disputes, theft, wo-od
cutting disputes, vandalism", crim inalm i~chief, littering, hazardo~lls 111 aterial dum ping, and cleail
lip is·sues.." \ j- I l .

:-~-

11

'-·'.'4"':'

./



.-----'

\

Tribal Conservation.. ,District: Ahtna, [nc., along with the' tribes is eligible form a Tribal Conservation
District. This district \\'ould ad'tlress c611<?erns about the 'management of natura] resources. -'The formation df-this
conservation wOllld have a governing boal~d. The bbard would prioritize and assist in the delivery of programs and
promote services provided by USDA - Natural Resources Consel~ationService, What does -~ ConservationDistric,!
do? . ". .--

Thank you;
Kathryn Mai·tin, VP of Land & Resources

I

'The Copper River Fisheries Proposals that most affect the A.~~na Peo~le are the
following: I

)

:.~-

')

) 1 ~
- / ----- ,

,
.-/

Subsistence:
The Ahtna Tene Nene' Subsistence Committee
has been' attending subsistence meetings, such
a~, the Alaska Board of Fisheries Meeting
(A'BOF--)" Alaska Board of Game Meetings
(ABOG), Federal Subsistence Board (FSB),
and Wrangel\ St. Elias Park & Preserve
S'ubsistenc{ResOlll:ce CDmmission Meetings
(WRST SRC). '~

level for better communiry based natural re~ource
( I

! -~ ---
r!'- r"

12

Bring tecimical and financial resources to the local
management. ". J--.•

Wildlife Habitat Improvement
Water Quality MOhitoring
Assists in .establishing policies on [1atural resource issues
Conservation Education
Best Management Plans
LocalCapacity Buildjng •

Develop Conservation Plal~../

•

•

•
\.... -.

" .

2,

3.

This Dep-arttnentts Tier II ProposaJ~ - .. . _
I. Decreased the Ilmnber of'points from 60 to 40[or a Tier" applicant.'s dependence on the game population. DecreaSIng the number of points

fa!' this criteriOll would. have allowc~l more yOtlJ1g"-pcpple to hunt undcl' the Tier II system.
Increased the.number 9fpoj.nts, fi'om 10 to 3q for the criterion relfltin~ to WhCl~~ a Tier 11 applicant pLl~chasedistorc-brotlght food for the past
year." . ,
Increased the nllmber of points from 10 to 30 for where an appli~~l- had 11l1l'chase gasoliile-:-Both of thc changes would have provided more
opportunity fprrllr~ pe'aple to participate in Tier11I hl1nt.~. .' --- .
.' /

'. .,,-
At the WRsf SRC Meeting, the Commissioner's took action gil \\;ildlife proposals, The proposal~ that most affects 1.IS,wcre on Customaly and Traditional
Use D~fenninatiol! (C&t) ~nd a statewide proposal. -/ _. Lt \, _

I

Thl! C&T for Unit---12 for r-.'Ioose Proposal failcclto gi\~e S'~.T 10 re~idellts of 13(C) ,or to those residents, who re~ide within Unit 13(C) i.lreas along the
highway system, or to put it in another way. those resideilts of the communities of Chislochina, Mentnsta, Gakona, and Slana. .!

r-- -.

Checking fish wheels cvelY 10 hours was passed by the Alaska Board of Fisheries, and the Federal Subsistence 80ard. \Ve will now have to check our fish
wheels every 10 hOllrs under the state fishiog permit and the federal fishing permit, and removeA.U fish from Ollr fish whee]s. At thb meeting iri December
2005 the ABor changed the Amounts Necessary for Subsistelice-CANS), The Alllount~ NcccssaIy for Subsistence CANS), for the entire Glel\nallen
Subdistrict was set !i.tbetwccn 60,000 and 75,000. The new ANS was increased by 2l,500 fislJ. but the tptal amOUllt is divided into three components:

-~.~- -', . . - " .....'- ~

The AN~ for the 3 components of the Glennallen Subdistrict was incre<lsed by 2\ ,500 fish, and they are listed as:

. \ . '

The State:v.id~ (l~·OI~os~1 that affects tiS is!! proposa! tl~at allows fe,perally ql~ed s.llbsi~tence users to sell handicral1s-D.lade from non-e~ible byprQducts
ofmost wildlife III UJ:!J!: II ,The WRST SR, CommiSSIOner's modified the proposal to slate that the proposal should not cause a conservatIOn concern, and
passed the proposal on hlrndcrafts maae from most wildlife in Unit II. I

,r-'/ - .

ThcJllnd department is committed to the protection and management of our lands and nlaintainingJL subsist~ncc way of life for our shareholders. \\le
hop.e you support lis iI{ our efforts to continue\o j'mprove. Please fc-el free to contact us ifyoll have any questions and w~ will do our besl-to assist you.

1) 25,500 to 39, 000 salmon, from Chit~na-McCarthy Road Bridge to 'the TOllsina River
2) 23,500 to 31,000 salmnn:;--from Tonsilla River to' Gakona River :1
3) 12,000 t.o 12,500 upstream of Gakona Rivcr !--Q.the Slana)iiver, which inc'ludcs the Batzulnetl!s fishcl'y.-' ~. . .'

.. Board of Gam,e d3cisiO~ that i~pactth~AhtnaRegioll:

AtJhe Alask.a Boar~ of Game MeetITig in JanuarY 2006. the directors ofABOG, at first eliminated Proxy Hlll~'t f~r Nelchina Caribou Herd'in Unit Ij, aild
then al the end of that meeting in January, deferred action on Proxy Hunting to the March. Proxy hunting is still allowed but there are tliiTere-nt rules',
Please-contact: Gloria Stickwan if you peed more il1forJllation/-_~[ Glennallen Office _822-3476, 'f,

------. '!

Additionally, at the ABOG ~'Ie~til]g i~ JmtlIalY 2006, the ABOG Directors failed to pass proposals on the Tier II Subsistence 'Hunting Pefil1it Point
System. rroposal28, which was wHIten by the Alaska Dcpt. of Fish ~hd Game, 'at the request by_ the ABOG Directors, that 'would have changed the Tier
II Subsisfcnce Hl1l~ting Permit,Point System. ' "

.[l

'­,

1-
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Audit Committee--Report
The AuditCommittee was forilled- 6n Ntay 16, 1983 m{d is currently compri'sed cl- thn~e direet~rs of th~
Ahtna, Inc01porated Board.- -, , , . '- .

_ l )
The primary responsibilities of the A)-ldit COlllluittee are to ensure that the corporation's accounts are
properly ll1qintained and adequately veri Red by the cOfl)oration's cerUfied public accountants, to review
and approve major changes in Aht11a'8 accounting pol~cies, and to l~eport to the Board ofT!li.-e·ctol·s.

J ''----,

To fulfdl our obligations, w~ luet jointly and separately during the year \vitllJhe"independent certified
public accountants and the ChiefFinancial Officer ofAhtna, Incorporated~Alnongthe tnattel's dis6ussed
and reviewed ,Jere the general accouilting practices of the corporation, th~ scope~()fthe exmnination to '

~ .- ,- "

be' perfonllcd by the certified public aCGountants ~nd t~1e adequ?lcy ofAhtna ',s system of in,ternal controls.
- ---- \ ..... . - / ,-

, yVe believe that the Con1mitt~e has been' fully infonneg by Inanagement and ,the certified puiJlic
accountants of the accoUl~!~1gand fj'nancial aspects of the corporation.' .

\ '

;~o/#'//fd
Leonard F. John

Chair, Audit C01111nittee

)

\
\
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AHTNA, INCORPORATED
& SUBSIDIARIES

Selected Financial Data

CONSOLIDATED BALANCE SHEETS:

Assets
Liabilities

$ 33,627)108
$ 29,891,191

$
$

37,262,151
34,145,570

Shareholder Equity $

CONSOLIDATED INCOME STATEMENTS:

***

Operating Revenues

Operating Expenses'-

Operating Profit

Hauser Settl~ment

Other

----.
Net Income (Loss)

Income (Loss) PerShare
J

$ 95,313,783 $ 83,809,270

(95,011,774) (82,644,618)

.$ 302,009 $ 1,1q4,653

- (9,661,087)
~

3~O,342 (909,474)

$ 652,351 $ (7,586,960)

$ 3.64 $ \ \ (42.39)
)

,.J*U Other Includes Tax Benefits & Impairment Costs

General and A.dnlinistrative

WRevenue

IilIGeneral & Administrative

o
2001 2002 2003 2004 2005

DG&A as a Percentage of
Revenue

Short..tel111 Debt

25

20

15
I,/)

12.1 12.2c

~
9,3

~ 10
7.3 7.7

5

-~.

0
2005 :2001 2002 2003 2004

j- /

13.7% 12.2%15.7% 13.7% 14.6%
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AIITNA, INCORPORATED
and SUBSIDIARIES

Pi nancial Stat~men ts
\

, .~

L }
Years Ended Decenlber 3 [, 2005 and 2004/"

. I
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MIKUNDA~ COTTRELL & CO.
-

A Professional Corporation
C~RT[F[ED PUBLIC ACCOUNTANTS & CONSULTANTS

3601 1lC') Street, Suite 600 e Anchorage/Alaska 99503
0-; (907) 278-8878, Fa:x (907) 278-5779

JWWW.lTICC-cpa.com

- /'
t "

" ,

'~', "

Independent Au?~tor's Report

Board of Directors t

Ahtn~\, Incorporated and Subsidiaries
Glennallen, Alaska ' ~

'-
-......--'-./" -

Vve have audited the' accompapying consoUdated ,i balance sheets of Ahtna, IncorpQ.(atecl and
'Subsidiaries (the Corporatiop) as of Dcccn1bcr 3 J I' 2005 and 2004, and the-~retated consolidated
statement's of-operations: sl~areholders) equity, and cash f1o_w,s for the years then ended. These
financial staternents are the responsibility of the Corporationls management. OUf responsibility is to
expJcss an opinion on these"financial statemonts based on our audits.' ~:',. \

-~I ') .J

j , '

We conducted out1tudits In accordance with auditing standards generally-accepted in the ~nited

States of America. Those ~tanuarcls require that we phm and perform the audits to obtain reasonable
assurance abollt whethex the fin~lncial statements are free of material inisstalement. An audit
includes eXaI)lintng, on a test basis) evid~,nce supporting the at1'lounts' and disclosures in the financial
statements. An audit also includes as:,)Arsing thc)lCCounting principles lISedal}d "s_ignificant estimates

n~crde py nl,~nagem~nt, as \\le~ I a.~ eV~Jll~ting the: ov~r~ll financial statement presentation. \V.~ b~lieve

that OUT audits ,provide a reasonable baSIS fat mir opmLOtL'· ) ~_-.:...
"~ - - - -

- /./ ----
,/

Tl~e Corpo~ation,prior to 2005 carried c::ertain pr'<?perty and equipment at approximately $3.6 milliq.r~.
--~Dllring the conrse _of our audit, we were 'crnable to satisfy ourselves as to the carrying value of this

pi-operty and equipri-ient lhrough our audit pr9cedure~. As described in Note 11, the C'orporatioh
imp~ired the asset by approximately $1.5 milti611 and reClassified it as assets held fo~~aJe. '

j

(

L

/
~ ...... _",,-

\
l,

, -
In our opinion, excel~t for the effect on the 2004 financial statelnenls, of the ;natter .discussed 1n the
preceding paragraph, the financial statep.1ents'tefcned to above present fairly, in all n1aterial respect.s,
the financial position of the 'Corpo~a{rOTr as of Deceillber 31, 209~ and 2004, an~l the results of its
operations and its cadl /lows for 'the years then_!,nded il1 conformity with accounting principles
generally accepte~ in the United States

l
of America. ..-----------.,

t ,~ "-

\/

Nla rclCl0, 2006 ____

7n~/ Ct>~ ~ G"~~_
\

',-

"'
'--"~,

, \..-"

RSM McGladrey Network
An Independently Owned Member .

''\.,,-

,- ,
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A.. IlTl'JA~ INCORPORA'rE"D ;L\ND SlJBSIDIA"RIES

71,875
58,189

130,064

1,713,535
185,264
665,002

17,807
783,698

5,201524

8,634,997

23,294,566

$ 2,474,759
15,965,017

1,489,484

$ 37.262.151

127533

71,875
55.658

42,l4~

947,945
97,395

319,946
1,427,807

664.800

6,598,282

5,817,895

21,041,256

:£ 1,949,999
l4,047,033
1,586,331

.~J -

,:

\
~-

- .. ---~

- ~~:

Total other assets

ASSETS

Total current .assets

CURRENT ASSETS:
Cash and cash cqui valents
Accounts and notes receivable, net
Tnve5tment securities
Costs and estimated earnings in excess of billings on

uncompleted contract~, and unbilled receivables
Inventory
Prepaid and olher
Assets held for sale
Deferred tax asset

CONSOLIDATED B ..\LANCE SHEETS
DE-CE1\:lBER J 1,2005 AND 2004

INVESTMENTS JOINT VENTURES AND AFFLIATES

OTHER !\SSETS:
NOles and contracts receivable, net, less current portion
Goodwill, deferred costs, and other, net

PROPERTY AND EQLJrpi\1ENT, ncr

LAND AND SUBSURFACE RIGHTS, llllvallled (Note 2)

DEFERRED TAL"\( ASSET

TOTA.L

See- notes to consolidated financial statements.
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AJ·rrN'J\~ INl-:ORP(}R.A.TED AN°D SUBSIDIARfES

CONSOLIDATED BALANCE SHEETS, continued
DECElvlBER 3 1, 2005 AND 2004

LTABTLTTIES Al'JD SHAREHOLDERS' EQUITY

CURRENT LIABIL[TIES:
Note.s payable and current maturities of long-term deb[
Accounts payabie
Accrued liabilities
Billings in Ex.cess of Costs
Other current liabilities

Total current liabil1ties

LONG-TERt\1 OBLIGATIONS, less current maturities

OTHER NONCURRENT LIABILITIES

l\ONCONTROLLING SHAREHOLDERS' AND PA_RTNERS'
EQUITY

CONTINGENCJES (Note 14)

SHAREHOLDERS' EQUITY:
Common stock. no par value, aUlhorized 2,500,000 issued
and outstanding, 179,000 shares

Contributed capital
Unrealized (loss) gain on investment securities
Retained earnings

Total shareholders' equity

TOTAl..

See- notes to consolidated financial statements.

$ 7,660,382
6,513,748
3,217,878
1,546.476

103.500

19,041,984

10.839,207

10,000

6,189,816
23,891

O·A77.790)

3.735.917

$ 33 6")7.108

$ 7,255,421
6,369,357
2,825,299
1,903,835

262,853

18,616,765

15,230,570

10,000

288,236

6,189,R [6

56,905
(3.130.141)

3,116.580

$17.')6').151

:~-
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CONSOLIDATED STATEfvIENTS OF OPERATIONS
YEARS ENDED DECEivIBER 3l, 2005 AND 2004

REVENUES:
Service contracts
Construction contracts ilnd equipment
Real estme
Oth~r natural resource~

Investment in<:omc. ncl

Tolai revenues

EXPEi':SES:
Service contracts
Construction contracts and equipment
Rcal estate
Other natural resourc('$
Interest
General and administrative

Total expenses

CORPORATION'S SHARE or NET INCOME (LOSSj OF
Uf\:CONSOLIDATED SUBS rDLARIES
AND JOLNT VE,"iTURES

Income (lOSS') [rom operations prior to impairment

IMPi\rR~'lENTOf ASSETS

Income. (loss) from operations including impairment

OTHER INCOME (LOSS). nel

Income (lOSS) before inc-ome taxes and
non-controlling shareholders' and partners' inleresl

INC01\.·lE TAX BENEFIT (EXPENSE)

Income (Ios$) hefore non-controlling shareholders'
and parLllcrs' inteft\sr

NONCONTROLLING SHAREHOLDERS' AND PARTNERS'
SHAREOF NET lNCO,vlE (LOSS)

Income (lOSS) before ex:Lraordinary item

EXTRAORDINARY JTEvt - LEGAL SETTLEMENT (Nole 14-)

NET Il\COrvlE (LOSS)

L\COME (LOSS) PER SHARE

See notes to consolidated financial statements.

2Q

$ 56.791,912
37.229.388

173,548
818,459
300.476

95,3 13,783

47,184,642
33,493,935

729,979
320,964

1.761,958
11.642.660

95. J34,138

1l).36~

302,009

(1564.722)

( 1,262.713)

489.035

(773.678)

652,35l

652.351

$ 652351

$ 50,691.831
32,124,067

177,952
555,420
260,000

S3,R09,270

41,696.863
27.442,521

494,413
361,144

I, J 33.685
11.515.966

82.645.593

976

1,164,653

1,IM,65J

(235.383)

929,270

1.689.482

2,618,752

(S44.625)

2.074,127

(9.661,087)

$ (7.586 960J



, ,

) "

!\J-ITi'\!!\~ INC~ORP()RATE[) A.NI) SUBSLf)lARIES

CONSOLIDATED STATE1VfENTS OF SHAREHOLDERS' EQUITY
Y.EARS ENDED DECEr..'lBER 3l, 2005 AND ~004

&LA

BALA~CE, January L 2004

81 i4A

Contributed
~~rital __

S 6,189,816

Ac-cuD1u]atcd
other

comprehensi ve
income

$ 88,419

1M' LL

Rerained
earnings

$ 4.456,819

Total
share-holders'

equity

:I> 10.735,064

Sec note~ to Ll)IlSolidated financial statements.

">~'

Change in unrealized gain (loss)
on investment sr-clJlities,
net of tax

Other comprehensive loss

Net income {loss l

C()mpr~heIl5i \" closs

BALANCE, Decemher 31. 2004

Chang~ in llnrealized gain (jo~s)

on investment securities,
net of La::

OLher comprehensive Joss

Net income (loss)

Comprehensive loss

BALANCE. December] I. 2005

-r-o'-
,-~ -

6,189,816

'. ;$ ,
·'.21

(31.524i

56.905

t33.014)

: ~:-

(7.586,960)

1).130,14J)

652,3-" I

(31.524j

(31,524)

0,586.9601

3.116,580

03.014)

6)2.351_

. ,/-. -l:
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CONSOLIDATED STATEMENTS OF CASH FLO\VS
YE/\RS ENDED DECE1VrBER 3L 2005 AND 2004

OPER.i\TING ACnVITIES:
Net income (Iossj
AJjustIllenllo reconcile net income to [lCI cash IIsed

by operming activities
Depr~ciation

Depletion and amortization
nad debr expense
Loss on sale of fixed "Wiet
Gain on sale of subsidi,uy
Loss on impairrilcnJ of fixed assets
Earnings of joint ventures
Net (gain) loss on sale of securitic:s
Non-controlling Shiltcholders' and partners' interest
Deferred incom.e taxes
(Increase) decrease in ::Isseis:

RCGeivable-s
COSlS and e;,;timatl'<! earnings in excess of hillings on

uncompleted contracts and llnbillcd receivables
Inventory
Prepaid expenses
Goodwill, deferred costs and other

lncr\.~ase (decrease) in liabi!ities:
Accounts payable­
Ace-flied Iiahilities
Billing:> in excess of cost
Other current liabilities

Net c:ash provided (used) by operating <i(:(ivitic.s

INVESTMENT ACTIV [TlF:S:
Purcbase of investments
Proceeds from sale of investments
Purcllase of properLy and equiplllelll
Proceeds from sale oJ property and equipment
Distributions to nun controlling affiliates
Additional investments in joint ventures and affiliates
Distributions from joint ventures and affiliates
Proceeds from sale of ~llbsjdial")'

Collections (issuance) of !Hites receivable

Net cash provided (used) by invesling actiyitie~

FlNANCING ACTIVITiES:
Borrowings of long-term deht
Payments on long-term debt
Net increase (decreas~) on Iinc of credit

Net cash (tL'Ied) provided by financing activities

NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS:
Beginning of year

End of year

SupplemC:l\l:'l1 cash flow disclosures:
Debt incUlwd in Ihe acquisition of property and equipmeni

Cash paid during (he year:
Income taxes
Inl(;rcst

See notes to consolidated fjnancial statements.
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2005 2004

S 652.351 $ (7586.960)

1,539.474 1,304,376
25.052

337,829
50 (11,888)

(3-1.)
1,563,734-
(122,364) (976)

117,524 (4,419j
197,347

(1,687.840) (2,ODO,221 )

(1,:539,016) (1,529,104)

(85,40 I) (181,801)
(1[,338) (83,010)
345.056 (61.902)

2.531 [00,3[4

1A 10,265 116,074
629,338 993,769

32,195 1,026,222
_059.353) 204.801

2,787,172 (7, 154.496}

(899.955) (1,01 J .078)
552.570 726,017

(1,421,917) (528,911)
4,239 74-,000

(21,294)
(30,600)
110,822 39,855

2,800,000
2L189

1,115.159 (710,222)

356.065 IO.736.lDO
(4-,283,156) (1,019,893)

(500,000) (557.218)

(4,427,091 ) 9.159,719

(524,760) 1,295,001

2.474.759 LJ 79.758

S 1949.999 S 1:±21,ll2

S 5)") .49) S .__518:176

$ 381.-')74 S _2.±L1RI
$ 1Ji75.2@_ $ - C)212P



Principles Of Consolidation: The consolidated financial statements include the accounts of Ahtna,
Incorporated, its wholly-owned subsidiaries (Ahtna Construction & Primary Products Corporation, Ahtna
Developmenl Corporation, Ahtna l\·1ineraIs Company, Inc., Ahtna Enterprises Corporation, Barricades &
Safety Equipment, Inc., Ahtna Forest Products, Inc., Ahtna Facilities Services, Inc, Ahtna Technical
Services, Inc., Ahtna Government Services Corporation, Ahtna Engineering Services, LLC., Ahma
Contractors LLC, Clearwater Group, Inc. and Koht'aene Enterprises Corporation), and its majority-owned
joint ventures (Price/Ahina Joint Venture and Corner!-;tone/KEC Joint Venture), which are collectively
referred to as the Corporation. All significant inter-company accounts and transactions have been
eliminated in consolidation.
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SUiVllVIARY OF SIGNIFICANT ACCOI.JN'rINGPOLICIES

Operations: The Corporation has diversified operations in bolh government and private sector contracts.
These business opportunities continue to grow the Corporation in volume and capabHities for service and
construction related projects. In 2004 and continuing through 2005, lhe Corporation look the following
steps: (I) maintained operational profilabj lity; (2) continued its emphasis to obtain service contracts, cost­
plus contracts and negotiated construction c.ontracts as opposed to hard dollar construction contracts; and
(3) took steps to hold gene-ral and administrative expenses in linc relative to increased gross revenues.
Sinee year 2000 general and administrative expenses have been reduced, as a percentage of revenue, from
23% 10 13.7% in 2004 and 12.2% in 2005. In 2005, the Corporation continued its emphasis to maximize
the quality performanc.e in all operational activities.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEtvIBER 31, 2005 AND 2004

AHrrNA~ IN(~ORPORATE.DAND SUBSl])lARIES

NOTE):

f-

Estimates: Preparation of financial statements in accordl1nce with ace-ounting principles generally
accepted in the Unit-ed States of America requires management to make estimates and assumptions that
affect the amounts reported in these consolidated financial statements. Actual results may differ from the
estimates.

Cash And Cash Equivalents: The Corporation considers all highiy liquid investments with an original
maturity of three months or less to be cash equivalents.

In"c-ntorics: Inventories consist primarily of rock and graveL communication supplies and miscellaneous
construction and environmental clean-up materials. Inventories are stated at the lower of cost or market.
Cost is determined by the first-in, first-out (FIFO) method.

Assets Held For Sale~ The Corporation classlfies excess real estate and equipment that it expect~ to sell
in the near future as a current asset. Such assets are not depreciated and are recorded net of any estimated
loss on disposal.

Investment Securities: The Corporation has c1assi fied i.£s investments in marketable equity secmities as
available-I'or-sale. Investments. considered available-for-sale. securities are stated at fair value. Net
unrealized gains and losses are recorded as a component of other comprel1t~nsive income in shareholders'
equity. \Vhen securities arc- sold, realized gains and losses are determined using [he specific-identification
method. A decline in fair value of any available-for-sale security below cosl that is deemed to he other
[han temporary results in a reductlon in carrying amount to fair v(jluc. The impairment is charged to
earnings and a new cost basis for the security is established. To determine whether impairment is other
than te-mporary, the Corporation considers whether it has ability and intent to hold the investment until a
market price rce-overy and considers whether evidence indicating the cost of the investment is recoverable
outweighs evidence to the contrary. Evidence considered in the assessment includes the reason of the
impairment, the severity and duration of the impairment, changes in value subsequent to year-end, and
forecasted perfurmance of the investee-.
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NOTE I: SU!HMARY OF SIGNIFICANT ACCOUNTING ?OLIC[ES~o:mtinlled

, .

Fair Value Of Financial Instruments: The carrying value of cash and cash equi valents approxi mates
fair value because of the short-term maturj ty of those instruments. The fair value of the invcsllnenrs in
marketable debt and equity sCGllritics is based upon the quoted market price on the last business day of the
fiscal year. The carrying value of long-term debt approximates fair value.

InYestments In Joint Ventures And Affiliates: Investments in inc.orporated and unincorporated joint
ventures and affiliales, \vhich are 209-1: to 50o/c owned and not controlled by the Corporat.ion, are accounted
for by the equi[y method. Subsidiaries in which the Corporation's panicipation is 51 % or greater arc
consolidated, and the noncontroHing shareholders' or partners' equity interests are recorded as H liability.

Propertr~ Equipment, And Depredation: Property and equipment are stated at cost or lower if the asse[
is determined to be impaired. and depreciated using straiglH-line and accelerated me[J)ods over estimated
useful lives ranging from three to 30 years. Government surplus property received at no cost is recorded
at fair market value. Land received under the Alaska Native Claims Settlement Ac.t (AJ~CSA) is recorded
at IlO cost (Note 2).

Impairment Of Long.Lin~dAssets And Long-Lived Assets To Be Disposed Of: Long-lived assets and
intangibles are reviewed for impainnenl \vhenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. Recovcrabilily of asselS Lo be held and used is
measured by a comparison of the carrying amount of the assets to the future net Cash tlows expected Lo be
generawd by the ~lsset. If such assC'.Ls are- considered to be impaired, the impairment to be recognized is
111easured by the amount by which the carrying arnouJ1[ of the assets exceeds the fair value of the a,<;.set~.

Assets to be disposed of are reported aL the lower of the carrying amount or fair value less the cost to sell.

Goodwill: Goodwill is the excess of the purchase price of subsidii:uies over the fair value of net assets
acquired.

Contribute-d Capital: Contrihutcd capital consists of amounts receIved from the Alaska Nati ve Fund
(Note 2).

Contract Revenue Recognition: Revenue on contracts in progrc-ss is recognized by the perccntnge-of­
completion method based on the proponion of cost incurred to date on each contract to management's
estimate of total contract cost. Revisions in co~t and profit estimates are made during the course of \vork
and arc reflected when facts, which require revision become known. Provision for losses on uncompleted
conlracts is made in the period in which such losses are identified.

Natural Resource Revenues: Natural resource revenues dislribtHed from oHler regional corporations,
under Section 7(i) of ANCSA (Note 2), arc recorded when received.

Income Taxes: Deferred income taxes (except as noted below) are recorded using the aSset and liability
approach, which requires the recognition of deferred tax assets and liabilities for the expected future tax
consequences of temporary differences belween the book values and the tax bases of assets and liabilities.
HO\\ever, deferred tax assets arc not recorded on the basis differences on natural resources received uncler
ANCSA. Accordingly, tax benefit::- arising from these natmal resources are recognized when realized. A
valuation allowance is recorded for deferred tax assets when, as of the balance sheet date, there. is not
sufficient evidence available to demonstrate recoverability of the assets.

Earnings Per Share: Earnings per share is ca.1clllateci using the outstanding common shares of the
Corporation. Because- of the Corporation's 8i mplc capital structure, basic and fully eli luted earnings per
share are the same.

Reclassification: Certain reclassifications have been made to the 2004 financial statements to conform to
the 2005 presenlation.
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New Accounting Pronouncements: SFAS No. 141 1 Business Combinations, requires the use of the
purchase method of accounting for business combinations initiated after June 30, 2001, and eliminates the
pooHng-of-intereSls method. SFAS No. 142, Goodwill and Orher ImC1ngible Assels, requires, among other
things. the use of a nonamortization approach for purchased goodwill and certain intangibles. Under a
nonamortization approach, goodwill and certain intangibles will not be amortized into earnings, but
instead \,vill be reviewed for impairmem at least annually. The Corporation has adopted SFAS No. 142
effective January 1,200.2 and its adoptlon has had no material impact on its consolidated financial position
and results of operations.

NOTE2: ALASKA NATfVE CLA.EVfS SETTLEf\fENT ACf (ANCSA)

Alaska Native Fund: ANCSA entitled Alaska Natives to approx-imately 44 million acres of land and
monies totaling $962,500,000. ANCSA established the Alaska Native Fund and thirteen regional
corporations to receive and distribute this entitlement. Ahtna, Incorporated is- one of the regional
corporations.

The Corporation is entitled to receive approximately 1,770,000 acres of land. As of December 31, 2005,
the Corporation had received conveyance to approximately 1,528,000 acres. The value of the land, timber,
and mineral righls has not been recorded.

Alaska Native Fund distributions and re-a! property interests received pursuant to the Act arc not subject to
any form of income taxation. Real property interesrs are exempt from real property taxes imposed by any
governmental entity until commercially developed, leased, or sold to a third party.

Natural resource revenue: Section 70) of ANCSA provide.d that 70% of revenues, net of certain costs.
dcri ved by each regional corporation from timber and subsurface estate is to be di vided annually among
the twelve regional corporations in Alaska in proportion to the number of shareholders enrolled in cacho

Section 7(j) Distribution: Section -7U) of Al"\lCSA requires that 50% of the monies received from the
Alaska Native Fund and received uncleI' Section 7(i) must be distributed to village corporations and at­
large shareholders. :Most of the \llIlage- corporations within the Ahtna region merged \vith the Corporation.
As a result, the Corporation now distributes approxirnately 17% of its Section 7(i) receipts.

NOTEJ: CASH AND CASH EQU"iVALENTS

Cash and cash cqui valents at December 31, 2005 are comprised of the following:

Book Balance Bank Balance

Checking and savings accounts
:Money market
Petty cash

$ 1,244,977
691,852

J3.J70

$ 1,773,291
691)852

$ ~_465J43

Cash and cash equivatems at December 31,2004 arc comprised of the following:

Book Balance Bank Balance

Checking and savings accounts
l\'Ioney market
PetLy cash

__..1<
- _ L_• •" _-~:_

I. ·1-
~ . -.... -

. }

- -25-

$ 1,504,356
959,948

10.455

$ 2.474.7.59

>-...

$ 3.414,003
950,948

1' .. - - -~!,
- -".. ~ ~
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CASH AND CASH EQLIYALE!\TS. continlwd

The Corporation places its demand deposits with high credit quality commercial banks, The Corporation
had demand deposit hank balances of S 1.773,291 and $3,414,003 af December 31, 2005 anu :2004,
respeclil,."ely, of \vbich $1,223,070 and $2,914,434 \.vere in excess of deposits cO\'ercd by the Fede.ral
Depository Insurance Corporatiun (FDIC), The Corporation'~ cash equivalent money market funcl
im'estments totaled 5691,852 and $959.948 at December 31, 2005 and 2004. respcctively of which
$19 J,852 and $-l59.948 \\'ere in excess of inn~stments co\'ered by the Securities 111\'cstor Protection
Corporation i SIPC). The first S100,000 of depusits are covered by FDIC, and the first ~500,OOO of
investments are covered by the SU>C.

"iOTE 4: .-\CCOt~TS A\"D i'\OTES RECEI\'ABLE

Accounts and notes receivable c(JI1sist of the following at December 31;

CURHENT:
Trade ac:.:counts
Shareholder re('eivables
Hoard of Di rectors recei\'ables
Employee: receivables

Less allowance for doubtful accounts

S 14.~50A58

163.28.5
4,:.:!10

43,025

14,4CiO.978

S 16A-90.500
163,lK')

27.226

16,681.011

(] 15,994)

1
I

LONG-TERI\-I:
Notes
Contracts

TOTAL:

I:"'ollo\\'j ng is a schcd uk 0r nOlL:'> recei vable i1 t December 3 t:

Note recei\'ablc from the Ahtna Heritage Foundation,
no interest bearing. no ~pecific rcpayrnC'-nt period

Less current portion

$ 7 LS75

71.S75

7L875

S 71,875

S 71.87-=i
-- --- -- -- -~,

71.87')

I "ong -term portion $ __7.1.875 7 j .875

The Corporation's master line of credit (l'iOle 9) is secured by its eligible trade ;}CCOun£S receivable.

26
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NOTE 5: JNVEST;\]ENT SECVHJT'lES

All of the Corporation's investment securities are classified as available-for-sale and are recorded at fair
value. Unrealized holding gains and losses arc recorded as a component of other con1prehensivc income
in shareholders' equity. Available-for-sale sec.urilies at December 31, 2005 and 2004 have been classified
as current assets as the investments are security for a master line of credit note (Note 9) that is due April
26,2007.

Investment securities consist of the folio wi ng at December 31:

U.S. government securities
Bonds
Equity securitic$

Interest rccei vable

2005 2004

Cost Market Cost lvlarket

$ 453,654 $ 459,241 S 702,093 $ 717,401
550,572 557,199 450,387 479,135
537,032 548.709 260:292 273.141

1,541,258 1,565,149 1,412,772 1,469,677

21,182 21.182 _J9.807 19,807

$1.562_&4Q $L5~Jll $ 1.432j7Q $ 1.489.484

During 2005 and 2004, the Corporation had gross realized gains of $218,540 Hnd $4,419 as well as gross
realized losses of $.1 ,016 and $0, respecti vel y. Interest and di vidend income totaled $82,952 for the year
ended December 31, 2005 and $255,581 for the year ended December 31, 2004. These amOllnts are
included in investment income in the stateme.nts of operations.

At December 31, 2005 and 2004, fhe Corporation had gross unrealized holding gains of $23,891 and
$56,905, respectively.

1Vlaturities of debt securities at December 31 is as follows:

I\rlaturity
\Vithin one year
Aftc-r one, but \vithin

five years
After five years

$ 100,294

903,932

,27-

$ 99,737

916,703

$ 1.016.440

$ 548,984

603,496

,-:---. -

$ 549,812

646,724

$ 1.196.536

'/ :
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NOTE6:

\

COSTS AND ESTll\-IA TED EA RNINGS ON UNCO;\·lP:LETED CO~TRACTS

)

\-'lork in progress on uncompleted contracts at year end consists of the following at December 31:

COSTS incurred on uncompleted construction contracts
Estimated earnings

Less billings to date

Unbi lIed recei vables on construction contracts, net

Unbilled receivables on service contract~

Costs and estimated c"lrnings jn excess of billing~ on
ullcompieled COl1£racts, and unbilled receivables

Billings in excess of estimated costs on uncompleted
conlracls (in mher current liabilities)

$ 11 1.834.341
17,932.743

129,767,084

130,448.300

(681,216)

'1; _ (598,53JJ

947,945

$ 107.829,877
17,869.819

125,699,696

.126.070.419

(370,723)

180.423

1,713,535

s (1.903.835)

S _Lt2Q,3QOJ

NOTE 7: INVESTI\-IEN'i' E\ JOINT VENTURES A;\D AFFILIATES

Equity ivlelhod Investments:

The Corporation is a 51 r:~-, participant in PriceJAhtna Joillt Venture, which lS a construction contractor.
The Corporation is also a Sllk- participant in CornerstoneJKEC Joint Venture. which i~ a construction
contractDr. Summary financial information recorded in 2005 is as rollmvs:

PRICE/A_HfNA
JV

CORi"fERSTONEI
KFCJ\-'

Summary of Financial Position:
CWTent assets
Noncurrent assets

$ 640,117 $ 85,191

Current Iiabihties
Noncurrent habilities
Equity:

Ahtna
Others

$ 640.117..

450.380

(5,234)

~4-971

43,447
41.744

Sum mary of Fi nancial Earn ing.s:
Revenues
Cost and expenses

2,392315
(2.402.578)

.$ 85.12.1

1,075,359
(825,.167)

Net income

Ahtna's reponed ~lwre of calendar year net income

Corporation's :-;.hare of JV

28

$ (10.26:?]

$

.'j) 250,l9~

, ~,.,
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NOTE 7: INVESTMENT IN JOINT VENT1JRES AND AFFILIATES. continued

in 2004., the Corporation concluded the operations of one joint venture and recognized net income (10&5) as follows:

KOOSNIIC

NOTES: PHOPERTY AND EQUrpi\TENT

S 976

$ 976

Property and equIpment consists of [he foliowing at December 31:

ANCSA land (1.5 mill ion acres) and natural fesourCG,s
received under the Act (Note 2)

Land and land improvements
Buildings
Furniture and equipment
Research vessel
Vehicles and construction equipment

Total property Dnd equipment
Less accumulated depreciation

not valued

$ 1,490.461
4,979,540
2,016,823

3.939.169

J2,425,993
(6,608,098)

$ 5.817.895

not valued
$ 1,711,107

4,940,743
1,216,532
4,861,634
4,771.124

17,501) 140
(8.866.143)

$ B../j34.997

NOTE 9: NOTES Pi\. YAHLE AND LONG~TEltI\rOB1..If;ATIONS

Th~ Corporation has notes payable under Jines of credit at various lendi ng institutions a~ f~)llows:

Line of credit
avaiJable

$ 6,500,000

$ 6,500,000

variable 7.25(*.

variable 9.75%

Borrowing~ at
December ~.l. 2005

$

5,490.919
$ ~A90.9t9

Borrowings at
December 31. ')004

$ 5,990,919

The line of credit was collateralized by the- eligible consolidated trade accounts receivable, the investment
.securilie3, and the net book value of certai n real estate. At December 31, 2005, the collateral balance
securing the hoe of Grcdit was $16,334,495. At December 31, 2004, the collateral balance securing the
line of credit was S 18,85 8,508.

Short-term notes payable at December 31, 2005, consist of $35,500 clue to a Joint Venture parmer for
startup costs. Short-term notes payable at December 31, 2004, consist of $35,500 due to a Joint Venture
parmer for startup costs and $2,979 for equipment notes payable.

•• - > .-=-.[
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Long-term obligations consist of the following al December 31:

NOTE 9:

\

NOTES PA YABLE AND LONG-TERM OBLJGATiONS\ continued

Equipment notes payable, due in aggregate monthly
installments of $48.512, including interest rates ranging
from 5.44% to 9 .OOq; fj nal insta \lment due at varyi ng
dates through August 2010

.wlortgage payable to a bank, due in monthly installments
of $16,642, includi11g interest at 7.02%, with final
installment due July 2013

Mortgage payable to a bank, due in momhly installments
of $10,573, including variable interest at 9.50ck., with
final inst~lIlment due July 2013

Buyout note payable to a corporation, due in monthly
installments of $2,644, including interest at 10%; final
installment due April 2005

\\'orking capital note payable to bank, due in interest only
monthly installments approximating $11,320 at 0:25%,
with final principal and interest due February 2008

Settlement nole payable to hank, due in interest only- monthly
installments approximating $42,390 at 9.25Ck. with final
principal and inlerest installment due October 2007

\Yorking capital note pt1yable to bank, due in interest only
instaliments approximating $9,429 at 6.00%, with final
principal and interest installment due April 2007.

$ 2,049,112

1,167,648

779,766

1A88,905

5,575,676

J.9 I 2,063

$ 1,716,801

1,279,890

839,327

10,3S2

J,498,130

9,200,000

1.912.063

Tota11ong-term obligations
Less current maturities

12,973,170 16,456,593
2, 13 i,96~ 1.)26,023

$lQ,B.3.22Ql $ J?_:~~l~Li7Q
Notes payable and long-term ohligations at December 31, 2005, are collateralized by assets with book
value& as foHows:

Current assets
Equipment
Building

Principal maturities on long-term debt are as follows:

Year ended December 31. 7005

2006
2007
2008
2009
2010

Thereafter

30

$ 2,278,182
931,829

4.).78,1 ')8

$ 7AS8.,JJ2

$ 2,133,963
7,458.319
1,937,903

359,711
295,02-8
788.246

$ l'J .97~.l70

$ 2,449,432
4,050,157
2,918.642

$~41~.231.
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Under provisions of ANCSA, each qualified Alaska Native originally enrolled in the Corporation ,vas
entitled to ,100 shares of Clas~ A voting stock.

NOTE 10: COtdi'vl0N STOCK

~-~---

One hundred shares of Class A Series 1 common stock were issued to each qualified enrollee in the Ahtna
region who was a shareholder in one of the village corporations in the Ahtna region.

One hundred shares of Class A Series 2 common stock were issued to Alaska Natives enrolled in the
AhtllCl region who were- nO( enrolled as shareholders in one- of the village corporations in the Ahtna region.

Class C, D, F, G, H, I, and J, shares of no par value common stock were subsequently issued in exchange
for the outstanding share~ of Ahtna village corporations that merged with Ahtna, Incorporated, These
shares have the same charact.erjstics as Class A stock, except as to electing members of the Board of
Directors. (Class E shares were authorized for a village corporation that derided not to merge.)

These stock, related stock dividends or distributions, and any other stock rights may not be sold, pledged,
assigned, treated as an asset III a banKrnptcy proceeding, or otherwise alienated, except in limited
circumstances by court decree, by gift to ccrla,in rel,l[ives, and by death. These Tcstrietions on stock
alienation originally were scheduled to terminate on December] 8, 1992. Under a 1988 amendment to
ANCSA, that deadline was eliminated and the stock re.strictions may remain in effect for as long a time
thereafler as the. shareholders decide. Class B shares arc available for issuance to replace the restricted
smck, if shareholders would so decide.

Dnring the period that restrictions 00 stock alienation are in effect, the stock carries voting rights only if
the holder is an Alaska Native or a descendant of a Native, as defined in the amended ANSCA.

AJI oUTstanding shares participate in dividends. ANCSA corporations are allowed to declare dividends
from monies originally received from tbe- Alaska Native GUild (Note 2). Such dividends are a return of
capital and are nontaxable to shareholders.

Shares authorized, issued, and outstanding at December 3 J, 2005, and 2004, are as follows:

Number of -Shares

250,000

~--

Class

A
- Series 1
- SeJies 2

B
C
D
E
F
G
H
I
J

Total all classes

~ : -.
,-- - if- -.'

- ,

",-31-.' -

Authorized

250,000
250,000
250,000
250,000
250,000
250,000
250,000
250,000
250,000

2,500.000

Issued and
oUlslanding

95,400
12,000

7,300
3,200

3,500
25,700

9,700
10,600
11,600

179,000



NOTE 11: ASSET nVTPAIRNLENT

F- 1
\

During 2005, the Corporation recognized impairment losses in the amount of $1,564,722 related to a
research vessel

The impairment losses retlect market adjustments recorded by management to reduce the assets carrying
value to thejr fair value. The $1,564,722 adjustment rec.orded to the research vessel reduced its carrying
value tu $1,424,987.

NOTE 12: PROVISION FOR iNCO~.fETAXES

Income tax expense (benefit) c.onsists of the following:

Dcce III ber 31,

Current
Oeferrcd

$ 266,176
(1.692,205)

$ 255,416
(1,944.898)

$ iL689,48")

Deferred tax assets and liabilities at December 31,2005 and 2004, are as foHows:

Deferred tax assets
Deferred tax liabilities
Valuation allowance

Net asset (liability)

Deferred tax assets
Deferred tax liabilities
Valuation allowance

Net asset (liability)

$ 664,800

$ 783,698

Long-term

$ 10,215,273
(433,807)

(3.183.184)

LonQ-tenn

$ 6,815,567
( 1,306,687)

(06356)

$ 5.')02S:4

$ 10,880,073
(433,807)

(3,183.184)

S ---L263.082

S 7,599,265
(1,306,687)

(306,356)

.~~:,

At December 31, 2005 and 2004, a valuation allowance has been recorded to reduce deferred tax assets to
esti mated realizable values.

Temporary dirferences that give rise to significant portions of deferred lax assets and liabilities consist of
depreciation, basis diffe.rences in assets (includi ng government surplus assets of $1,186,266 originating in
1999), allo\,vances for doubtful accounts, accrued vacation. unrealized holding gains and losses on
investments, eqlLity in earnings of affiliates, net operating loss (NOL) carryforward-s of approximately
$24,486,(J33 for tax purposes at December 31.,2005, expiring beginning 2019, and chariu\ble contributions
carry-forwards.

Adjustments between income tax.es at federal statutory ratcs and income taxes reponed by the Corporation
result primarily boom the dividend received exclusion, net operaling loss carryforwards, gravel depiction,
timber de-pletil)J1, good wi II amortization, and state taxes.
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The Corporation sponsors a 40 l(k) plan administered by a financial services company. The Corporation
matches employee contributions up to 3% of \vages. Contributions for the years ended December 31,
2005, and 2004, were $175,500 and $158,555, respectively.

The Corporation also participates in a multi-employer defined benefit noncontributory penslon plan with
various unions. Substantially all employees represemed by bargaining agents are covered under the plan.
Contributions for the cost of the plan amounted to $1,283,165 and $] ,302,896 for 2005 and 2004,
respectively. Contributions are based on \vages paid to employees.

,J

J
j/

-t'·

,I .

NOTE lJ: .PENSION PLAN

~( --

NOTE 14: CONTINGENCIES

The Corporation and its' subsidiary have settled all claims on payment and performance bonds between
itself and third party entities. Under the terms of the settlement, the subsidiary of the Corporation has paid
the third party entities a total of $9.5 million. A payment of $300,000 was made in August 2004, anel the
balance of $9.2 million was paid in October 2004. The subsidiary obtained financing for the second
payment from the Corporation's new lending institution. The Corporation guaranteed the loan. The
Corporation and the subsidiary also agreed to pay a portion of the attorney's fees incurred by the bond.ing
company in the matter. The bonding company has partially guaranteed the Joan and the Corporation has
agreed to indemnify the bonding company ti·om loss under the guaranty. All parties to the litigation have
relensed one another from all claims relating to the projects. This settlement has been treated as
extraordinary as it is considered both unusual and infrequent in nature.

The case by the Corporation against its fonner officer in a subsidiary was tried before a judge and
concluded in December 2003. The Corporation received judgments against the former officer. The
Alaska Supreme Court reversed the trial court's order requiring him to convey his stock to the subsidiary
of the Corporation. The matter \ovas remanded to the trial court for further proceedings. Subsequently, the
trial court completely vindicated [he Corporation's position, dismissed all counterclaims against the
subsidiary which resulted in a judgment against the former officer and in favor of the subsidiary. The
subsidiary has 5eizeJ the .stock in an effort to satisfy its judgment against the former officer. The fonner
officer has filed a petition to avoid the levy of the stock. fvfunagement intends to continue to pursue the
former officer to collect the judgment and to vlgorously contest his claim to the subsidiary stock.

The Corporation has also asserted a claim against its former legal counsel and accountants. The cases are
expecled to be tried in July 2006. The ultimate outcome related to these claims is pTesently
1r.detenninahle.

A written demand, not in formal litigation, has been made upon a subsidiary of the Corporation for
payment of approximately $1.6 million. Tbe dispute arises our of a contracr which the subsidiary currently
administers on hehalf of itsc.!r and a subcontracior. The subcontractor bad a financing arrangement with a
factoring company which advanced operating capital based on invoices sublnitted to the subsidiary.
Although the subsidiary has paid all monies due to the subcontractor, not all amounts dlle to the factoring
company were paid by the subcontractor. Since receiving the written demand, both the factoring company
and the subcontractor have filed for protection under the bankruptcy lay\,. The matter is ongoing and the
ultimate outcorne including any potential loss is indeterminable at this time.

Three written demands, not in formal litigation, have been made upon the Corporation relating to wrongful
termination by former employees. These matters arc still in the early stages, however, management
believes that any e\"cntual outcome will not have a material impact, if any, on the Corporation's financial
position or results of operations.

In addition, the Corporation is subject to various small claims, '"vhieh arise in the normal COU1'se of
business. In the opinion of management, the ultimate disposition of these claims will not have a material
effect on the financial position or results of operations of Ihe Corporation.

. '.r
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NOll!: 15: SUBSEQUENT EVENTS

The Corporation intends to dissolve the operations of one of its subsidiaries during fiscal year 2006. In
addilion.. the Corporation has reached an agreement to sell a research vessel o\vned by this sl1b~idiary.

The Corporation was engaged in an Internal Revenue Service audit during fiscal year 2005. This audit
rela[ed to the Corporation's fiscal year 2003 lax return and was initiated as a foJl{)w~uP to (he audit
concluded during fiscal year 2005 concerning the Beetle kill lOf;ses deducted by the Corporation in .1997
through 2000. Subsequent to year end, the auJit has not been finalized. However, management does not
anticipate the adjustments, if any, to hi! \Ie a material effc<:t on the Corporation.

Subsequent to year end, a subsidiary of the Corporation was awarded a service contract \vith the Social
Security Administration. The total contract is valued at $9.35 million over a five year period. Fiscal year
2006 revenues are estimated at $2 minion.
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1'\icholas Jackson - At Large
Roy S. E""an - At Large

Leonard F. John - At Large
\\/an-cn A. Johns - At Large

.':: Roy J.Tansy, Sr. - At Large
.'. CaJ~~'in D. Carlson - Cant\\'ell (Seat C)
Kai:et1 E. Eskilida - Chistochina (Seat D)
...":'. Lilicla i\l Tyon'~': Gakona (Seat F)

~·(Jc;hll E. Cr~lig': Co"p'p"el: Center (Scat G1)
To"iliJee JacksoI1~'~ Coppc~: CCl1tcr (Seat G I)

,- Donna [vI. PCllilit~'gton -:. ivle'i1tclstil (Seat H)
"" "RaYI"llond Ne~ele)~·.:.(]1lIka'i1·a"(Seat I); ...,.:" ... ""'.:'-,.~ .'",

'.,.;c:." EImel' v [VI ai'S ha II ~ Taz [ina"(Sea t J)' .', ." ,::. ~:~'i "'i~:!.ii:~:Ft-.~~?\\.~
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