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A growth-oriented company, will enhance the
overall well being of its shareholders with
monetary dividends, employment and
educational opportunities through diversified
investments and.support a strong sense of
cultmal pnde and identity.

htna will implement ANSCA for the —
4738 benefit of its shareholders through the
wise stewardship of land and natural resources
and through sustained growth for future

! generations.

S REGION:

Ky Llntmn

 Corporate Profile
Ahtna, Incorporated

is one of 12 Regional Corporat'ions established
by Congress under terms of the Alaska Native

Claims Settlement Act in 1971.

\ htna, Inc., owns in fee titlé, approximately 1,528,000 acres conveyed in December
A7 1998 from an entitlement of 1,770,000 acres.

Seven of the eight villages within the Ahtna Region are merged with Ahtna, Inc. All
eight are Federally Recognized Tribes. A thirteen-member board directs corporate
operations. Ahtna, Inc., has approximately 1,200 shareholders, of Wthh the majority

reside in the Copper RlVGl Region.

Headquartered in Glennallen, Alaska, Ahtna, Inc., is committed to providing a broad

range of opportunities for its shareholders and preserving their Native culture.

7 htna, Inc., has seven operating subsidiaries, whose primary lines of business in
$.2005 were: construction, pipeline maintenance, facilities maintenance;,

administrative services, janitorial services, electrical connactmg ﬂb61 -optic

“telecommunication, f01est1y and 01ave1 sales. f

-
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Dear-Shar;ehé iders: -' .

As you know, last year a Texas oil and gas company drilled
a well on Ahtna lands looking for commercial quantities -
of natural gas. The well that was drilled broke a couple of state.
records mo]udmg the highest pressure well ever drilled in
Alaska. Due to the high pressure, the company was forced to
put a large quantity of mud into the formation causing it to set
up like a concrete barrier.

This spring the exploration company plans to use a new
technology, never used in Alaska béfore, to penetrate into the
formation, and measure the volume of the gas— Part of our
planning for this undertaking had us sending over a dozen
sharcholders to roustabout training in Texas. [’m happy to report
that 13 of our shareliolders successfully completed the training.
Ahtna’s goal is to have shareholders § Wor kmg in every aspect of

the drilling operations on our land

e ~ . . - \.' }

e are currently waiting on the Department of Interior’s Office of Appraisa-,!_ﬁServices to approve
¥ the appra_\isal performed on the Berg MacDougall land package. We have come to an agreement

on the parcel that would protect sharcholder rights to

haye continuous use of the land and allow Ahtna to have

emm onmental friendly commercial use of the land. Now

_all we need to do is agtce on the appraised amount once

the appr aisal is approved by DOI. ]

In the pastyear Cle'uwater Group Incorporated, an Ahtna
subsidiary, Tost approximately $820,000 mainly due to
the depreiation and taintenance of the Moana Wave. 1
am happy to announce that we. )NB[G able to sell the
Moana Wave to Stabbert Maritime for approximately -
$1.4 million. A,lthough the final sale of the boat will
not occur uitit Ju ine of this year, we have already signed
the papelwork and Stabbert Maritime hag assumed all
liability since the begmmng of the yca1 \
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We are also close fo selling the twin enginé Navajo Piper
plane that was obtained by Ahtna through government
surplus It will be a reliefto get rid of this property and
concentrate on business in‘which we already have a
'successful and proven track record.
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We are concerried over the stance that Arctic Slope Regional Corporation
has taken in regards to 7(i) sharing of ANWR, Ahtna has made it clear that
we believe that any profits by ASRC coniing ﬁom Iands that were traded”
from ANCSA lands should be made liable to the 7(i) agreement.
We are deeply concerned that if ASRC is able to exploit a loop hole in the
agreement that, in time, the amounts of which could have been shared from N
ANWR will cause a rift in the regional corporations and their shareholders. [§
I pledge to continue pressing our concerns and fight™ for-what [ believe
should be shared amongst all Native people of Alaska.
We continue to concentrate our efforts and the Board of Directors has
phyed _a/pivotal role in cutting costs. As a result, unprofitable
operations (such as Clearwater G\noup Inc.) will be closed. We will work :
hard to continue: reducing the dcbt 1nc1easmg profits; and increasing the assets to liability ratlo in oxdel to
start issuing dividends again. o

As we look back oh 2005, there were a variety of issiies that threatened our quality, of {ife and the well-being
of our shareholder’s culture and traditions. Subsistence, PLO 5150, Tier I, and the investigation into 8(a)
government contracting were just some of the issues that had Ahtna spending a considerable amount of money

and effort to secure favorable outcomes. Although some of these issues will remain focal battle fronts for the

future, T will continue to ﬁoht for our desired outcomes. \

\
\

. Und01 our recovery plan, we continued to increase shmeholdel hire while streamlining opelatlons and cutting

costs. We have a competent senior management team, a 111’1_]01 ity of Wh[C]’l are shaleholdels w01k1110 togethe1
to achieve our objectlves , .
| 3 ; :

hough I have only talked on the opérational part of our company, I don’t want to lose focus on the

protection of our lands and cultural ways of life. Our Iand will always be a high priority and this last
year we hired a highly qualified lead protection officer and contracted for air patml to combat trespass on our
lands. The efforts of our Lands and Resoutces department are sometimes hard to measure, but take it from
me we have a dedicated staff that is willing and skLlled to meet the tasks ahcad '

P : : b

The future looks bught but the recovery effort continues to take time and cash flow is still tight. Myself, the
Boald of Directors, and manauement h"ls lemamed tlue to the mission and vision of the company and we

shaleholdexs We continue to have strict guidelines to the opcxatloml aspects of our con‘ﬂacts new and old,
-and we continue to d1vers1fy our conpon ation in mdeL to minimize our liabilities.

[ would like to thank the sha‘leholders for allowing me to serve as your President/ CEO for another year and I
appreciate the sacrifices that everyone has endured to enable us to rebuildthis company and continue to strive
fora brwhtel future for our shaxeholdels ‘ T -

Siyicerely,

— - ) Vs
“Ken Johns, President/CEO ‘ { ,
) \ 4 . ' R | _
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Ahtna Construstwn & Pmmary Pmducts Corporatwn

+

hina Construction & Primary
Products Corporation
(AC&PPC) had another successful year
in 2005 with an operating profit and over
$24 million in revenue.

" This is an increase of over $2.4 million in
. revenue from 2004. . AC&PPC has been
consistently profitable throughout their
history; in addition to employing and
developing shareholders in the local region.

AC&PPC continues their growth in the
hard dollar arena with $6.4 million in 2005.
A majority of thls revenue was generated
from civil work and wmodelmg 6f the HAARP faci hty in Gakona Alaska Road/pad work and dnllmg
support for Rutter & Wilbanks at Ahtna Driil Site 1-19 (Mllepost 176 Glenn Hwy) Glennallen, Alaskay
various contracts with the- Depaltment of Transportation for material ploccssmg wnthm the Ahtna
ICg]Oﬂ and many small JObS to0 numerous fo list. '
~ .- + >
C&PPC énmployed two hundred
\ and forty eight peopld in 2005,
33% of -the man-howrs. worked
tthl.thOllt the year were by Ahtna
sharcholder s/descendants )

Tn addition we are currently sponsoring
a National Center for Construction
‘Education & Research (NCCER)
training program at Prince William
Sound Community College,
developing project supervision skills
for our shareholders and employees.

. -

Safety Phil.oisophy: '

v

—~J

Ahtia Construction has 1mplemented a p1 oactlve program that will reduce all safety-related losses to
an absolute minimum surpassing the best experiences of operations similar to ours. Our goal is zero
accidents and injuries. If.is to be on the left side of zero, managmg prevention efforts mstead of
aceidents. - , L — '

‘Ahtna Construction is looking farward toa bzgger and beﬁer 2006,
and we are well on our way! oo y

N, & i
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Ahtna Enterprises Comoratwn

htna Enterprises Corporation (AEC) is pleased to announce that the company, now
for the third | year in a row, was again profitable in 2005. The company brought a net profit to
Ahtna, Inc. of nearly one million dollars. FOF 2006 the company will remain focused on its service
and constructlon contracts.
Our primary service contract is the Social Security Administration (SSA) records management‘_
contract in Baltimore, Maryland. AEC Program Managers Kathleen Robison and Gus Gustat, along *
with AEC Controller Terry Robinson h:}ve done )
améxemplary job of working with our client
and our on-site staff to make this an
exceptionally well managed and plofltable
contract. o

4
Both AEC and the SSA are very proud of the
operation. -

’

1.

AEC was recently awarded a second SSA site
m Wilkes-Barre, Pennsylvama and will begin
wopclatxonS the1e in April 2006. The 2005
construction $eason went - very well for AEC

Bob Rasmqssen and his team completed
demolition projects for the Army and was also
successful in completmg paving pxo;ects at
both the Wrangell St. Elias National Park
Visitors Center and the Denali Park Visitors
Center, In 2005 the company entered into fiber
optic projects and successfully completed the
installation of nearly 40 miles of fiber optic
cable in St. Lauis, Mlssouu and St. Louis,
Tlinois. ~

Kent Thompson, AEC’s Lower48 Operatibns
'"Managcr and his team did a fabulous job of
opening up a new area of profitable work for the company while continuing to perf01 m well on our
Fuels Reduction work and civil works projects in the Lowet 48. T 4

~ <
.

» f . - chin =
Thr()ughout,2005 ARC received "suppoft from our sister subsidiary companies and frdm Ahtna, Inc.* -
staff and management. AEC Board of Directors (Ken J ohns, Donna Pennington and Leonard John)
worked closely with the Ahtna, Inc. Board of Director's and AEC management to mon'\itor and guide -
the company. We look forward to what we believe should be an excellent 2006 for the company '

It was a great year angd we Thaﬁk Ycu Sor all the supp@ri

o

‘; - : ] C s

-l



|- .of engineering and conétiuction services Lelated to the construction and maintenance of navigational,
communications, surveillance, and l1ghhng systems, ‘powet lines, power plants and radio-and|.

Ahtna Government Sewic?és Céi:poration

htna Government Service Corporation (AGSC) is enfering its seventh successful
L year of operation. The company has experienced continued growth and is pleased to 1ep01t an
outstanding year-with growth of $35 million in gross revenue.

Port of Colombo, Sri Larka
R radiation detection gate .

AGSC continues to expand and execute its
cunent contract with the Department of Energy
(DOE) National Nuclear Security Administration
(NNSA) to support the U.S. Government Second
Line of Defense Program (SLD)nchex'seas.
The key activity within the prégram is the
installation of monitoring, detection and response
systems that detect movement or smuggling of
radioactive ‘materials or devices across
interhational borders. ’ N S~
Port of Colombo, Sri Lanka
radiation detection gate

(DOE SLD contract)
In 2005, AGSC complcted \Demgn
Construction and liitegration (DCI) project task
orders for Sri Lanka, Spain and Ft. Calson
Colorado. In 2006, the program continues to
‘expand to locations including Singapore,
Thailand; Dubai, Tsrael, Philippines, Ukraine,
Slovenia, Kygyrzstan, and Slovakia. “

AGSC has completed its fifth year as a Social
Secur lty Admlmstlahon (SSA) records

(DOE SLD contract)s management contractor.

The SSA contmucs to be one of out most 1mp01 tant customers i in the Pr ofcssxonal Serv1ces and Stafﬁng
sector. In April 2005, AGSC was awarded a contract with the Federal Aviation Administration (FAA)

‘to supporf the various construction requir ements in the FAA’s Western Service Arca. The work consists

telecommunitation tiansmltting/] eceiving towers. Development of tlus new contract w1ll be a focal
point for AGSC in 2006; ST

3t

It zéas a great year and we Thank You for ali}thé'{isupﬁért.

N o s



Ahtna Development Corporation

Ahtna Development N

Corporation Experiences

Continued Growth and
Profitability

DC under the leadership of President /

CEO Pamela Finnesand,.an Ahtna
shareholder, continued its profitability and
growth trend in 2005. ADCT expanded the
scope and sustained excellence on a major
contract with the Program Executive Office
— Simulation, Training, and Instrumentation
(PEO STRIJ. PEO STRI is a miajor Army
Command with headquartets in Orlando,
Florida and recognized as the leader in the
Simulations and Tr ammg world.

\_‘ | ACT Contract increased by More Than $10 lelwn

P

The ACT contract continued to grow in 2005 as the funded value of the contract increased by more
than $10.5 million during the yea1 to more than $47 million.

ADC Rated EXCEPTIONAL on
Performance Report -

DC recently received an Exceptional Rating for

the second half of 2005. The rating was hased on
their exemplary maintenance and logistics services to the
United States Army at locations throughout the world.
The semi-annual evaluation resulted in the largest ]awald
fee in the five- -year history of the contract. The customer
-attributed the Exceptional Rating to the quality of the ADC
personnel and their performance.

s . i - Y N ye ol N

|-Contract Expands at .Fort}..fﬁliSs, Texas

! second shift was added to the Fort Bliss, Texas LCCS Contract in support of the Army’s Air
3 ‘ Defense Artillery School. The contract expanded to provide mamtenancc support for the Sentinel
Radar Operator Trainer. The Sentinel radar i i deployed with forward area air defense units of the Army
and Marine’ Corps.

The radar automatically tracks and reports enemy tar gets including cruise missiles, helicopters and
_{.airplanes. The accompanying photos ‘show an actual Sentinel Radar and the Sentinel Operator Trainer.

i R 4 . ) ‘J
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L V & contract to support the United States Marine
C01ps purchase of spare parts and maintenance of the
Stinger Troop Proficiency Trainer (STPT) The Stinger
is the Army and Marine’s weapon for short-range air
defense and provides force protection against all types
of aircraft. The photos show a Stinger two-person team
on a training exercise and an actual Stinger firing.

. New Training Devwe Added in
tIexas

.
.

The Anti-Tank Guided Missile (ATGM) Basic Skills
Trainer is the latest training device added tothe ACT
contract. The missile system provides soldiers a
means of destroymo enemy.armored vehicles. The
following photos show an ATGManmg from a
Stryker combat vehicle and the Basic Skills Trainer.
LT T -~ , R “ R

Pamela Finnesand Reéﬁgnizedfbr Community Involvement »- ADC President Pamela Finnesand,

- an acfive member of numeroDs service and conservation groups, was recently 1ecogmzed by thg National
President of Ducks Unhnnted,, Dr Jim Hulbelt for her' community involvement- and suppmt of
cofiservation. Ducks Unlimited is a mt10na1 conservation organization founded over sixty yeais ago
focused on the conservation and unplovement of wetlands and waterfow! habitat and has conserved
over 11 million acres across the nation.

. >

eéiona‘l Development Added to ADC Focus -- In 2005, ADC chose to iné]ﬁde the develépment
A% of projects in the Ahtna Region. Shaxeholder Michelle Anderson was selected in July - as ADC’s
VP of Operations‘and is evaluatm g plOJeCtS in the region for potentlal investment.

1
J

Ahtna Deve%lopment C‘orpération launches new camﬁany - AhtnaSTS

, Lo —
With the chan ge infocus of ADC to1 ,eglonal development anew comprmy was meated to take advantage
ofthe expanding government training and simul 'z\\lons market. The new company, whose legal name is
Ahtna Support and Training Services, LLC has adopted the moniket of AhtnaSTS as it focuses on

an expanded role in the goyernment malket - i

e
! P,

The name Ahtna has become a 1espected trade mar k%n the world of Trainin g and Simulation suppoxt to
the US Govemment The name, AhtnaSTS, was crafted to take advantage of the hard-won reputation
bmli over the last several yeals,by Pamela anesand and her' ADC Team.

Shareholders can expect to see goad things come out Of both @f
- these new endeavcrs,

\, - Vahit 7 =
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aclmo\wledgement for qhality workmanship. ' '

Ahtna Technical Services, Inc. :

Once again ATSI closed the year with a ploﬁtable bottom line. ATSI fopped 2004 net profits of §1 7
million dollars and revenues of $9. 8 m1lllon dollars up to $1:9 m11110n in profits and revenues of $11
million in 2005.

s

—

ATSI attrib'utes 1nuch of its success to its experienced managers, administrative staff, and prpﬂect
field personnel. These individuals have diligently woiked hard to ensure that all scopes of work and
responsibilities have been accomplished to meet and exceed the requirements of each contract. Then
attention to detail and company spirjt has earned ATS] several letters of commendation througho’ut
the year. The following are excerpts from two of our chents The pictures depict awards of

L
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Twelve department heads of the James M. Fitterline, Ph.D., Chief,

——ty

Sacramento Outpatient Gbmc at McClellun
(branch office) of The Department of
Veterans Affairs, VA Northern California
Health Care Systems signed a letter that was

Homeless Velerans Service (branch office)
of The Veterans A; ﬁ“turs, Alaska Healthcare
System and Regional Office wrote a speual
letter to Carol Craig €xpressing how much

they appreviated and are pleased with the

written to Carol Craig, Pres /CEO, ATSI. The J
" Iyanitorial services of ATSI and par ticular ly

letter emphasized how pleased they are with
the high standards and. quality of that of Fernito Lusung,
environmental services performed by ATST A L
staff. - - He wrote, in part, “Mr. Lusung is a fine
- i representative of your company. 1 would
imagine that if all of your c-ﬁ'nployees come
close to the standard of quality that Mr.
Lusung maintains, then you have quite a fine
service. Thanks again, froma very satlsﬁed
customer.’

They went o say how accommodating the
staff is and that they maintain themselves in
a courteous and professional manner at all
times. Itsaid, “We would like to thank them

for thelr continuous dedlcatlon 5
] ~.L, -




ATSI continues to expand on its existing contracts:

Six new buildings have been added at Fort

Ahtna Technical Services, Inc.

ATSI is entering its fifth year in the 8(a) program.
An integral part of ATSI’s 2006 strategic plan is

Richardson and ATSI will be awarded the new | 1o focus on business development. Our primary |-~

Bassett Army Community Hospital in Fairbanks | gbjective is to secure non-8(a) projects while

which will come on line in'May, 2006. This will, contmumg to actively pursue additional sole
result in apploxnnately 100,000 additional square sou1ced opportunities.

feet to the contlaot

‘ Updated marketing materials ~ firm brochures and

The Krome Service Center in Miami, Florida | statement of qualiﬁﬁﬁ’on packages have been
sustained damages from hurricane Katria. ATSI | produced to assist in generating new contracts.
WOll(Cd with The Depm tment of Homeland Secuuty The ATSY WCl,) page \VIH be oiiline soon.

while they underwent renovations arid brought the

facility back into full operation in record time. Carol Craig, President/CEO (undef'the direction

. . . | of the ATSI Board of Directors) oversees a1l
The Veterans Afffairs facilities with The Department | operations and personnel, Other staff include:

of Homeland Security (in Anchorage, Alaska and Pamela Finnesand, Vicé PlCSldent Anna
Sacramento, Calzfornm) continue to generate letters blahamson, Vice President of Finance; Donna
of leCOgnltlon that attest to ATSI S CXCG”CD'[ Fl-eitasj Contracts Managel-.;'Eva Sinyon; ASS]Stant
capabilities as illustrated by the excerpts on the left. § Contracts Manager/Administration; Melissa Rich,

~ | Quality Control Coordinator, and Alysha Johnson,
The Buffalo Federal Detention Facilityin Batavia, | Receptionist. Phyllis Yazzie continues to assist
- NewYork generated approximately 37% of ATSI 's| ATSI in H.R/Administration. . v
revenue in 2005. The contract will continue- until }
March 2008. . 7 ) 7

Koht’Aene Enterprises Compaﬂyp LLC

oht’aene Enterpnses Company, LLC, (KEC)is one of the new compames formed by
Ahtna, Incor porated in 2005. The company will receive
its 8(a) status in early 2006 and pursue primarily vertical
construction, remodeling and renovation contracts. Tt will,
upon receiving §(a) status, pursue 8(a) Contracts in both the -
service and coristruction sectors. Although the company has
Just begun operations, 2005 was a great year for the new
company. Johir Mahler successfully teamed KEC with
Cornerstone Construction of Anchorage to win and profitably
complete two projeécts. - \..\

—

Both projects, the Maternal Healtk Clzmc and the
Cardtology Clinic were femodeling/renovation projects at the Alaska Native Hospital in Anchorage.
Additionally, John Mahler and Marty Finnesand successfully negotiated a contract with the Native
Village of Eyak to remodel/fenovate their office complex in Cmdova This prolect was successfully
completed and has lead to more work with Eyak.

2006 will be a good year for KEC and we look forwm d to wor kmg with the KLC Execmlve Comm1ttec
and Ahtna, Inc. Board of Directors, 1n'1nagement and staff to continue to gr ow/the company

10
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Ahtna Land & Resaume Depar‘tment

Agency Partnersh:p
Ahtna, Inc. has 51gnecl an MOU with
Wrangell St. Elias and signed a MOU
with BLM. The land department is
going to pursue signing similar
documents with other agencies such as

the Department of Transportation and”

State of Alaska Fish and Game. We’ve
been working closely with NPS and
BLM on projects and issues that affect
‘Alxtnzri:ands. Much of it has been an
educational process for both sides. We
hope to conlmue the partnership fo
protect Ahtna lands and culture. The

land departiment is continuing to \ymk e

on is 17(b) easements and RS2477
easemenis that go through Ahtna
Lands. We plan on trying to get some
of these casements relinquished and
educate the publicon the allowable and
appropnate use of these easements

with the agencies involved.

Shareholder Hire:

Asof Mzuch?l 2006 the Ahtua Inc.,
.Glennallen office had 21 Full Time
employees.

Fifteen ar cv shareholders, two dre
descen(lantq of shareholders, 3 are
marriéd or palcnts of shareholders and
one has no affiliation to a shareholder.

"Trespass:

Land Selections:

. -~ 0 )

The land department office is
continuing to gather and review
information for village and regional
lands prioritization. Once we have
all the information, we will present
it to the villages for them to select
their priorifies on the 1emammg
selections and submit those to the
BLM State Officé. Ahtna, Inc.
Board will do the same for the
regional priority. Once we have
these submitted to the*BLM State
Office, Ahtna will be put on the list
to start the surveying of our final
entitlements. Ahtna, Inc. will also
be submitting for the 638 contract

for the survey work.

- . 1 N
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Leases and Permits:

b " . 3
The land department is centinuing

“to issue leases and permiis for land
. S

use. Land department staff is
researching a database that will be
user friendly and give us the
inforimation we need. Also to allow

the villages to track all of our leases -
and permits. Once we have this in .

place, it will hopefully give the
villages and the land department the
information needed for better
protection of our land.

- GIS:

The GIS Office supported a wide
_variety of projects in 2005. These
“projects ranged from conduclmg a
title search for a proposed heut’age
site to performing field research for
the Berg-MacDougall easement.
While the GIS Office pqrfonns awide
variety of support services, the focus
remains’ mapping. Large mapping _
projects in 2005 included an analysis
of the proposed oil & gas exploration
areas, fulfillment of AI’s commitment
to Chitina under 12(b), and an-audit
of BLM information regarding Al’s
land status information. Numerous
smaller projects occurred throughout
the year as well, such asthe mapping
of possible fish wheel locations along
the Copper River and the locating via
GPS " of archeological ‘sites
endangered by river bank erosion. In
2006, the main focus of the GIS |
Oftice will be the final selections for
each village under 12(a). This will-
be tiéd directly to the results of the
-oil & gas exploration so the two
projects will fake up the bulk of the

. GIS Office’s time. However, the GIS

Office will continue o support the
Land DEmement,Ahtna Inc., and all
of its shareholders with mapping
services, basic title searches, field
research, GPS data collection
whenever possible. }

Type of Activity -

B [ncidents:

56 incidents reported 'and I5gged

21 incidents reported and logged

Signs Posted:

Region

477 signs posted & GPS in

the Ahtna '

kY

Reuon “

1196 signs posted & GPS in

the A litn'a

2,836 miles, 300 plus 110L1rs wiith A’I‘V
3851 miles, 16 plus hours on ATV
27.5 hours
: : : . 12 hours
B Pcrimits Issued In the Field: ) X | 5 Permits ) .
: X [39 Permits J 3
M Ongoing: Deal with all complamt’s of trespass, hunting disputes, trap line disputes, thcﬂ wood
-1 B cutting disputes, vandalisny’, criminal mischief, littering, hazardous material dumping, and cledn
8 up issues. : ! .

Mileage Patrol;

Aircraft Patrol:




Vo y

Tribal Conservation District: Ahma, Inc., along with the tribes is eligible form a Tribal Conservation
District, This district would address congerns about the management of natural resources. “The formation of this
conservation would have a governing board. The board would prioritize and assist in the defively of programs and
promote services provided by USDA - Natun al Resources Conservation Service. What does a Conservat:on‘Dlstrlct

do?
*  Bring technical and financial resources to the local level for better community based natural resource
management. " !
*  Wildlife Habitat Impnovement ! ' , ,
Lt Water Quality Monitoring ' ’ R Subsistence:
e Assists in estabhshmg policies on natural resource issues " @ TheAhtna Tene Nene’ Subsistence Committee
»  Conservation Education ) _;i has been attending subsisteug: m(?clings, SlllCh
+  BestM t Pl a3 the Alaska Board of Fisheries Meeting
€st Management r'lans # (ABOBR), Alaska Board of Game Meetings
+ Local C'lpaclty Building ) § (ABOG), Federal Subsistence Board (FSB),
»  Develop Consérvation Plans ’ ) ‘ and l\\’rﬂng/ell St. Elias Park.& Pre.se.rve
— + B Subsistencé Resource Commission Meetings
; (WRST SRC) L

The Copper River Fisheries Proposals that most affect the Ahtna People are the
followzng N /

Checking fish wheels cvery 10 hours was passed by the Alaska Board of Fisheries, and the Federal Subsistence Board. We will nowy have to check our fish
wheels every 10 hours under the state fishigg permit and the federal fishing permit, and remove all fish from out fish whéels. At the meeting inf December
2005 the ABOF changed the Amounts Necessary for Subsistetice (ANS). The Amountg Necessary for Subsistencé (ANS), for the entire Glehnallen
Subdistrict was set at between 60,000 and 75,000. The new ANS was increased by 21 500 fish, but the lohl '1mount is divided into three componenfs:

. 0 T e s

The ANS for the 3 components o[‘lhe Glennallen Subdistrict was increased by 21,500 fish, and they are ]isted as:

1) 25,500 to 39, 000 salmon, from Chitina-McCarthy Road Bridge to the Tonsina River
2) 23,500 Lo 31,000 salmoiv;-from Tonsina River to-Gakona River - b
3) 12,000 to 12,500 upstream of Gakona Rlvcr_gthe Slam Rl\’er wlnch mcludcs the B'l[ZLIlllet‘\S fishery.

" Boafd of Game decxsions that mipact tha Ahtna Region: ) 3o\
At the ALlSl\ﬂ Board odeme Meetifig in Jdmnry 2006, the directors of ABOG, at first ellmmatcd Proxy Hunt ﬁ)r Nelchina Ca]lbou Herd'in Unjt !3 and
then at the end of that mecting in January, deferred action on Proxy Hunting to the March. Proxy hunting is still allowed but there are dllT&lellt rules.
Please contact: Gloria Stickwan il yon need more mfounatlon _Al Glennatlen Office - 822-3476.

— 5 l
Addmonally at the ABOG Meetlng i Jasiniary 2006, the ABOG Directors failed to pass proposals on the Tier 11 Subsistence Huntmo Permit Point
Systen1. Proposal 28, which was wiitten by the Alaska Dept. of Fish ihd Game at the request by thc ABOG Directors, thm would have changed the Tier
I Subsnsféncc Hunting PCI mlt Pomt System :

«

This Dejiartment’s Tier I Proposal: - ) '

1. Decreased the number ofpomts from 60 to 40 for a Tier II applicant’s dependence on the game popuhtlon Decreasma the Aumber of points
for this criterion would have allowed more youngpcople to hunt undet the Tier I system.

2. Increased [he number ofpomts from 10 to 30 for the cnteucm refating to whcne aTier 11 applicant purclmﬂed store- bmu"ht food for the past
year. -

3. Increased the number of points from 10 to 30 for where an ﬂpphcmt had purchase gqsolme“Both of the changes would have provided more

opportunity fpr ruval people to participate in '[‘16:1 1 hunts. . —
- s
N .

Atthe WRST SRC Meeting, the Commissioner’s took actio;}gﬂ wildlife praposals. The proposals that most af(ects us, were on Customary and Traditional
Use Deteérmination (C&T) and a statewide proposal. L \
Thg C&T for Unit-12 for Moose Proposal fa:lcd to give C&T [} 1esndent< of 13(C) or to those residents, wha rcsxdc within Unit 13((_) areas along the
highway system, or to pui it in anolhm way, those reSIdents of the commumtlcs of Chistochina, Menhsm Gakond, and Slana.
Thc Statewide proposal ihat affeets us is 3 proposal that allows feflerally qu&ﬂ}ed subsistence users 1o sell handicralis-fivade hom non-edible byproducts
of most wildlife in Unit 11, The WRST SR, Commissioner’s modified the pfoposal to state that the pnoposal shonld not cause a conservalion concern, and
passed the proposal on + himderaits made from most wildkife in Unit 1 1 -

—~ ) ) . . .
Theland department is committed ta the protecllon and management of owr lands and m’untmmn a_subsistence way oflife for our shareholders. We
hope you support iis in our effotts to continueto improve. Please feel free to confact us if you have any quesnom and we will do our best to assist you.
Thank you; ‘ - . '
Kathryn Martin, VP of Land & Resomces . . - (\

N
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The Audlt Committee was formed 6n May 16, 1983 and is currently comprised ofthlee directors of the
Ahtna, Incorporated Board.” — T
, L | | . " , -
The primary responsibilities of the Andit Committee are to ensure that the corporation’s accounts are
properly maintained and adequately verified by the corporation’s certified public accountants, fo review
and approve major changes in Ahtna’s accounting policies, and to report to the Board of Duectms

} AN - . . N
To fulfill our obhgatlons we met jointly and separately during the year with the mdependent cer uﬁed
public accountants and the Chief Financial Officer of Ahtfia, Incorporated, Among the matters distussed
and reviewed were the general accounting practices of the corporation, the scope. 01‘ the examination to :

—
be performed by the certified publlc accountants and the adequacy of Ahtna’s system of internal controls.
o : \

1 We believe that the Committee has been fully 1nf01med by management and the cer tlﬂed pubhc
accountants of the 'wcountmg and fi nancml aspects of the corporation.

<o ~ . ~

| %/‘Zgﬂzf//%%

Leonard E. John _ ' ' ":;,.__
Chair, Audit Committee S
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CONSOLIDATED BALANCE SHEETS:

Assets
Liabilities

Shareholder Equity

CONSOLIDATED IN COME STATEMENTS:

Operating Revenues
Operating Expenses’
Operating Profit

Hauser Settlement

*dk

Other
Net Income (Loss)

Income (Loss) Per Share
. ]

.= Other Includes Tax Benefits & Impairment Costs

General and Administrative
flIRevenue '
BGeneral & Administrative

(G&A as a Percentage of
Revenue

Milliens

2005

2002

® 2001 2003 2004

Selected Financial Data

2005 2004
i
§ 33,627,108  § 37,262,151
§ 29,891,191  § 34,145,570
§ 3735917  § 3,116,580
§ 95,313,783  $ 83,809,270

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

$ 302,009 $ 1,164,653
- (9,661,087)
350,342 (909,474)
$ 652,351 $ (7,586,960)
$ 3.64 }as L\ (42.39)
Short-term Debt
25
20
15
g 121 122
9
£ 10
5
0 2001 2002 2003 2004 2005 -
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MIKUNDA, COTTRELL & Co.
A Professional Corp_omﬁon o _
CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS : ' ’,-f’,—'/

3601 “C” Street, Suite 600 ¢ Anchorage, Alaska 99503
(907) 278-8878, Fax (907) 278-5779 -

N ' www.mee-cpa.éom
Independent Auditor’s Report
. . \ . . .
Board of Directors ‘ T
Ahma, Incorporated and Subsidiaries A
Glennallen, Alaska L t i o

i —
We have audited the accompanying consolidated balance sheets of Ahtm Incorporated and
" Subsidiaries (the Corporation) as of December 31, 2005 and 2004, and thé related consolidated
statement’s of operations, shareholders’ equity, and cash flows for the years then ended. These
financial statements are the responsibilily of the Corporation’s management. Our l(,Sp()l’lS‘lblh[y is 1o
express an opinion on these financial statements based on our audits. 1

)
7
.~ .

We conducted ouf xudits in accordance with auditing smndards ocxle'rall)";iic'c.éptccl in the United )
States of America. Those standards require that we plan and perform the audits to obfain reasonable
assurance about whether the financial statements are free of material misstatement.  An audil
includes examining, on a test basis, evidence supporting the afhounts and didclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates

- made by management, as well as evaluating the overall fmancial statement presentation. We bn’(hwe
that our audits. prode 4 reaqonable basis for our opinion. . 7

. el ¢ B ) T - \‘/4 "
The C‘.orporation, prior to 2005 carried certain pr’c:)perty and equipment at approximately $3.6 million.
~-During the course of our audit, we were Gnable to satisfy ourselves as to the carrying value of this

property and ‘,qmpmem through our audit procedures. As described in Note 11, the Corporatioh

_ lmpdll(:‘d the assel by appromnate]y $1.5 million and reclassified it as assets held for sale

. g < L .
In our cpinion, except for the effect on the 2004 financial statements of the matter discussed in the ~ -
preceding paragraph, the financial statements feferred to above pu_scnt fairly, in all material respects,

the financial position of the (“‘mpovahon as of December 31, 20035 and 2004, and the results of its
operations and its cash fows for the years then ended tn couformity with accounting principles
generally accepied in the United States of America. o

< kg . X PN B
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AHTNA, INCORPORATED AND SUBSIDIARIES
CONSOLIDATED BALANCE SHFEETS
DECEMBER 31, 2005 AN 2004
ASSETS 2005 2004
CURRENT ASSETS:
Cash and cash cquivalents 3 1,949,999 $ 2,474,759
Accounts and notes receivable, net 14,047,033 15,965,017
Investment securities 1,586,331 1,489,484
Costs and estimated earnings i excess of billings on
uncompleted contracts, and unbilled receivables 947,945 1,713,535
Inventory 97,395 185,264
Prepaid and other 319,946 665,002
Assets held for sale 1,427,807 17.807
Deferred tax asset __664.800 783.698
Total current assets 21,041,256 23,294,366
INVESTMENTS JOINT VENTURES AND AFFLIATES 42,142
PROPERTY AND EQUIPMENT, nci 5,817,893 8.634,997
DEFERRED TAX ASSET G,598,282 5,202,524
LAND AND SUBSURFACY. RIGEITS, unvalued (Note 2) - -
OTHER ASSETS:
Notes and contracts receivable, net, less current portion 71,875 71,875
Goaodwill, deferred costs, and other. net 55.658 ___38.189

Total other assets 127.533 130,064
TOTAL $33.627.108 $37.262.151

see notes to consalidated Tinancial statements.
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AHTNA, INCORPORATED AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS, continued
DECEMBER 31, 2005 AND 2004

LIABILITIES AND SHAREHOLDERS® EQUITY

CURRENT LIABILITIES:
Notes payable and current maturitics of long-term debt
Accotints payabie
Accrued liabilities
Billings in Excess of Costs
Other current liabilities

Total current Liabilities

LONG-TERM OBLIGATIONS, less currenl maturities

OTHER NONCURRENT LIABILITIES

NONCONTROLLING SHAREHOILDERS' AND PARTNERS®
EQUITY
CONTINGENCIES (Note 14)
SHAREHOLDERS’ EQUITY:
Common skock, no par value, authorized 2,500,000 issued
and outstanding, 179,000 shares
Contributed capital

Unrealized (loss) zain on investment securities
Retained earnings

Total sharcholders’ equity

TOTAL

See notes to consolidated financial statements.

2005

$ 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
(2.477.790)

3.735.917

$33.627.108

2004

$ 7,255421
6,369,357
2,825,299
1,903,835

262,853

18,616,765

15,230,570

6,189.816
56,903
(3.130.141)

3,116,580
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AHTNA, INCORPORATED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
YEARS ENDED DECEMBER 31, 2005 AND 2004

2005 2004
REVENUES:
Service contracts $36,791,912 $50,691.831
Construction contracts and equipment 37.229.388 32,124,067
Real estaie 173,548 177,952
Other narural resources 818,459 555,420
Investment income. net 300.476 260,000
Total revenuss 95,313,783 83.809,270
EXPENSES:
Service contracts 47,184,642 41,696,863
Construction contracts and cquipment 33,493,935 27.442,522
Real cstate 729,979 494,413
Other natural resotirees 320,964 362,144
Interest 1.761,958 1,133.683
General and adminisirative 11,642,660 11.515.966
Total expenses 95,134,138 §2.645.593
CORPORATION’S SHARE OF NET INCOME (1.LOSS) OF
UNCONSOLIDATED SUBSIDIARIES
AND JOINT VENTURES 122.364 076
Tinicome (loss) Fom operations prior te impairment » 302,009 1,164,653
IMPAIRVIENT OF ASSETS ' (1.564.722) )
Income (loss) from operations including impairment (1,262.713) 1,164,653
OTHER INCOME {LOSS), ne1 489.035 (235.383)
Income (loss) before income taxes and
non-controlling sharchoiders” and partners’ interest (773,67R) 929.270
INCOMTE TAX BENEFIT (EXPENSE) _1.426.029 1.689.482
Income (loss) before non-conuroliing shareholders’ ;
and partners’ interest 652,351 2,618,752
NONCONTROLLING SHAREHOLDERS” AND PARTNERS’ ;
SHARE OF NET INCOME (LOSS) - (544.625) 4
Income {loss) before cxlraordinary item 65235} 2074127
EXTRAORDINARY ITEM — LEGAL SETTLEMENT (Note 14) - 9,661,0877
NET INCOME {(LOSS) b 652351 $ (2.556,960;
INCOME (LOSS) PER SHARE S 364 $__(42.39) , ‘
i

See notes 1o consolidated financial statements.




AHTNA, INCORPORATED AND SUBSIDIARIES

YEA

Accumulate

CONSOLIDATED STATEMENTS OF SHAREHOLDERS® EQUITY

other Tota!
Contribuied comprehensive Retained shareholiders’
capitat income earnings equity
BALANCE, January 1. 2004 $ 6,189,816 $ 88429 § 4456819 5 10.735,064
Change in unrealized gain (Joss)

on invesiment secunties,

net of lax - {31.524;j - (31.524;

Other cormprehensive loss (31,524
Net income (loss} - - (7.586,960) {7,586.960}

Comprehensive loss _ - - - {1,618484)
BALANCE., December 31, 2004 6,189,816 36.905 (3,130,141) 3,116,580
Change in urrealized gaim Gossy

on investment securines,

net of tax - (33.014) _(33.014)

Other camprehensive Joss (33.014)
Net income {ioss) - - 652,351 652351

Comprehensive toss - o - . - (619.337)
BALANCE. December 31. 2005 5 6.189.816 $__23.891 S (2,477.790) $ 3735917
See notes o consolidated financial statements,
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AHTNA, INCORPORATED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2005 AND 20044

)
=
=)
st
N

004

|

OPERATING ACTIVITIES:
Net income {10ss) $ 652351 S (7,586,960}
Adjustunent (o reconcile net income to net cash used
by aperarting activities

Depreciation 1,539,474 1.304.376
Depletion and amortizatioo - 23,052
Bad debr expense - 337,829
Loss oo sale of fixed asset 50 (11,888)
Gain on sale of subsidiary (34) -
Loss on impairment of fixed assers 1,563,734 -
Eamings of joint ventures (122.564) (976)
Net (gain) loss on sale of securities 217524 (4,419;
Non-controlling sharcholders® and partners’ interesi - ” 197,347
Deferred income taxes (1,687,840) (2.000,221)
(Inerease) decrcise i asscis:
Receivables (1,339,010} (1,529,104)
Costs and estimated earnimgs in excass of bitlings on
vacompleted contracts and unbilled receivables (85,401) (181,801
Inventory (11,338) (83,010)
Prepaid expenses 345,050 (61,902)
Goodwill, deferred costs and other 2,331 100,314
Increase (decrease) o liabilities:
Accounts payable 1,410,265 116,074
Accrtied habilives 629,338 993,769
Billings in excess of cost 32,195 1,026,222
Other current abilities _ (159.333) 204.802
Net cash provided (uscd) by operating activities 2,787,172 (7,154.496)
L INVESTMENT ACTIVITIES:
i Putrchase of investiments : (899,933) (1,021,678)
} Proceeds from sale of investments 532,570 720,017
| Purchase of properiy and equipment (1,421,917) (328,911
‘ Proceeds from sale of properly and equipmeaat 4,239 74,000
Distributions to nen controlling affiliates - (21,294)
Additional investments in joint ventures and affiliates (30,600) -
Distributions from joint veniures and affihates 110.822 39,835
Proceeds from sale of subsidiary 2,800,000 -
Collections (issuance) ol notes receivable _ - 21189
Net cash provided (used) by investing activities 1,115,159 (710,222)

FINANCING ACTIVITIES:

Borrowings of long-term debt 356,065 10,736,830
Payments on long-term debt (4,283.156) (1,019.893)
Net increase (deerease) on line of crecdii (500.000% (537.21%8)
Net cash {used) provided by firancing activilies (4.427,091) 9.159.719

NET INCREASE (DECREASE) IN CASH AND CASH

: EQUIVALENTS (524,760 1,295,001
1‘ CASH AND CASH EQUIVALENTS:
_: Beginning of year 2474759 1,179,758
End of year $ 1949999 S 2475759
' Sapplemental cash fiow disclosures:
Debt incurved in the acquisition of praperty and equipment $ _522402 $ 318776
: Cash paid during the year:
- Income [axes b 381.274 § _ 247781
- Interest $ 268 § 921212
B See notes to consolidated financial statements.

22 ‘




AHTNA, INCORPORATED AND SUBSIDIARIES

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

NOTE 1: SUMMARY OF SIGRIFICANT ACCOUNTING POLICIES

Principles Of Consolidation: The consolidated financial statements include the accounts of Ahtna,
[ncorporated. its wholly-owned subsidiaries (Ahtna Construction & Primary Products Corporation, Ahtna
Development Corporation, Ahtna Minerals Company, Inc., Ahtna Enterprises Corporation, Barricades &
Safety Equipment, Inc., Ahtna Fogrest 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 Cornerstone/KEC Joint Venture), which are collectively
referred to as the Corporation. All significant inter-company accounts and bansactions have been
eliminated in consolidation.

Operations: The Corporation has diversitied operations in both governmen! and private sector contracts.
These business opportunitics continue to grow the Corporation in volume and capabifities for service and
construction related projects. In 2004 and continuing through 2003, the Corporation ook the following
steps: (1) maintained operational profitability; (2) continued its emphasis to obtain service coniracts, cost-
plus contracts and negotiated construction contracts as opposed to hard dollar construction coniracts; and
(3) 1ook steps to hold general and administrative expenses in line relative to increased gross revenues.
Since year 2000 general and administrative expenses have been reduced, as a percentage of revenue, from
23% 1o 13.7% in 2004 and 12.2% in 2005. In 2005, the Corporation continued its emphasis to maximize
the quality performance tn all operational activities.

Estimates:  Preparaaon of financial statements in accordance with accounting principles gencrally
accepted in the United States of America requires management lo make estimates and assumptions that
atfect the amounts reported in these tonsolidated 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 (o be cash equivalents.

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

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

Investment Securities: The Corporation has classified its investments in marketable equity securities as
available-for-sale. [nvestments considered available-for-sale securities are stated at fair value. Net
unrealized gains and losses are recorded as a component of other comprehensive income in shareholders’
equity. When securitics are sold, realized gains and losses are determined using the specific-identification
method. A decline in fair value of any available-for-sale security below cosl that is deemed to be other
than temporary results in a reduction in carrying amount to fair value. The impairment is charged to
earnings and a new cost basis for the security is established. To delermine whether impairment is other
than temporary, ithe Corporation considers whether it has ability and intent to hold the investment until 4
market price recovery and considers whether evidence indicating the cost of the tnhvestment 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 performance of the investee.




NOTE ;' SURMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continved

Fair Value Of Financial Instruments; The carrying value of cash and cash equivalents approximates
fair value because of the short-term maturity of those instruments. The fair value of the investments in
marketable debt and equily securitics is based upon the quoted market price on the Jast business day of the
fiscal year. The carrying value of long-term debt approximates fair value.

Investments In Joint Ventures And Affiliates: Investments in incorporaied and unincorporated joint
ventures and affitiates, which are 20% to 50% owned and not controlled by the Corporation, are accounted
for by the equity method. Subsidiaries in which the Corporation’s participation 1s 51% or greater are
consolidared, and the noncontrolling shareholders’ or partners’ equity interests are recorded as a liability.

Property, Equipment, And Depreciation: Property and equipment are stated at cost or lower if the asset
is determined 1o be impaired, and depreciated using straight-line and accelerated methods over estimated
useful {ives 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 Scitlement Act (ANCSA) is recorded
at no cost (Note 2).

Impairment Of Long-Lived Assets And Long-Lived Assets To Be Disposed Of: [.ong-lived assets and
intangibles are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is
measured by a comparison of the carrying amount of the assets wo the future net cash flows expected to be
generated by the asset. 1If such assets are considered to be impaired, the impairment {o be recognized s
measured by the amount by which the carrying amount of the assets exceeds the fair value of the asseis.
Assets to be disposed of are reporied at the lower of the carrying amount or fair value less the cost to sell,

Goodwill: Goodwill is the excess of the purchase price of subsidiaries over the fair value of net assets
acquired,

Contributed Capital: Contribuied capital cansists of amounts received from the Alaska Native Fund
(Note 2}.

Contract Revenue Recognition: Revenue on contracts in progress is recognized by the percentage-of-
completion method based on the proportion of cost incurred to date on each conwract 1o mmanagement’s
estimate of total contract cost. Revisions in cost and profit estimates are made during the course of work
and are reflected when facts, which require revision become known. Provision for losses on uncompleled
contracts is made in the period in which such losses are identifiad.

Natural Resource Revenues: Natural resource revenues distributed from other regional carporations,
under Section 7(i) of ANCSA (Note 2), are 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 assels and labilities for the expected future tax
consequences of temporary differences between the book values and the tax bases of assets and liabilities.
i However, deferred tax assets are not recorded on the basis differences on natural resources received under
ANCSA. Accordingly, tax benefits arising from these natural resources are recognized when realized. A
i valuanion allowance is recorded for deferred tax assets when, as of the balance shest date, there 15 not
sufficient evidence available to demonstrate recoverability of the assets.

Earnings Per Share: Earnings per share is calculated using the outstanding common shares of the
Corporation. Because of the Corporaiion’s simple capital structure, basic and fully diluted earnings per
share are the same.

Reclassification: Certain reclassifications have been made to the 2004 financial statements to conform to
the 2003 presentation.




New Accounting Pronouncements: SFAS No. 141, Business Combinations, requires the use of the
purchase method of accounting for business combinations initiated after June 30, 2001, and eliminates the
pooling-of-interests method. SFAS No. 142, Goodwill and Other Iitangible Assets, requires, among other
things, the use of a nonamortization approach for purchased goodwill and certain intangibles. Under a
nonamortization approach, poodwill and certuin intangibles will not be amortized into carnings, but
instead will be reviewed for impairment at least annually. The Corporation has adopted SFAS No. 142
effective JTanuary I, 2002 and its adoption has had no material impact on its consolidated financial position
and results of operations.

NOTE2:  ALASKA NATIVE CLAIMS SETTLENMENT ACT (ANCSA)

Alaska Native Fund: ANCSA entitled Alaska Natives to approximately 44 million acres of Jand and
monies totaling $962.500,000. ANCSA esiablished the Alaska Native Fund and thirteen regional
corporations to receive and distribute this entitlement.  Ahtna, [ncorporated is one of the regional
corporations.

The Corporation is entitled to receive approximately 1,770,000 acres of land. As of December 31, 2003,
the Corporation had recetved conveyance o approximately 1,528,000 acres. The value of the land, timber,
and mineral rights has not been recorded.

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

Natural resource revenue: Section 7(i) of ANCSA provided that 70% of revenues, net of certain costs.
derived by each regional corporation from timber and subsurface estate is t© be divided annually among
the fwelve regional corporations in Alaska in proportion to the nuntber of shareholders enrolled in each.

Section 7(j) Distribution: Section 7(j) of ANCSA requires that 50% of the monies received from the
Alaska Native Fund and received under Section 7(1) must be distributed to village corporations and at-
large shareholders. Most of the village corporations within the Ahtna region merged with the Corparation.
As a resull, the Corporation now distributes approximately 17% of its Section 7(i) receipts.

OTE 3. CASH AND CASH EQUIVALENTS

Cash and cash equivalents at December 31, 2003 are comprised of the following:

Book Balance Bank Balance
Checking and savings accounts $ 1244977 $ 1,773,291
Money market 691,852 691,852
Peity cash 13.170 -

$2465.143

Cash ard cash equivalenis al December 31, 2004 are comprised of the {ollowing:

Book Balance Bank Balance

Checking and savings accounts $ 1,504,356 $ 3.414,003
Money market 959,948 950,948
Petty cash 10455 -
$2474759 $4,373.95)

- o
t



MNOTE 3 CASH AND CASH EGUIVALENTS. continned

The Corporation places its demand deposits sith high credit quality commercial banks. The Corporation
had demand deposit bank balances of $1.773,291 and $3,414,003 at December 31, 2005 and 2004,
respectively, of which $1,223,070 and $2.914.434 were in excess of deposits covered by the Federal
Depository Insurance Corporation {FDIC).  The Corporation’s cash equivalent money market fund
investments iotaled $691.852 and $959.948 at December 31, 2005 and 2004. respectively of which
$191.852 and $459.948 were in excess of investments covered by the Sceuritics Investor Protection
Corporation {SIPC). The first $100.000 of deposits are covered by FDIC, and the first $300,000 of
investments are covered by the SIPC.

NOTE4:  ACCOUNTS AND NOTUES RECEIVABLE

Accounts and notes receivable cansist of the following at December 21:

2003 2004
CURRENT:
Trade accounis S 14250458 S 16.490.500
Shareholder receivables 163285 163,285
Board of Directors receivables 4210 -
Employee receivables 43.025 27.226
14,460,978 16,681.011
Less allowanee for doubtful accounts _{413.945) _(715.994)
$ 14.047.033 $15.965.017
LONG-TERM:
Notes $ 71.875 S 71,875
Conuracts - . -
TOTAl: $._ F1.875 $___71.875
Following is a schedule of notes receivable at December 31
2003 2004
Note receivable from the Ahtna Heritage Foundation,
nd interest hearing. no specific repayment period S __ 71875 $ 71.875
Less current portion - -
[Long-term portion $ 71.875 5 71.875

The Corporation’s master line of crediz (Note 9) is secured by its eligible rade accounts receivable.



-

NOTES:  INVESTMENT SECURITIES

All of the Corporation’s investment securities are classified as available-for-sale and are recorded at fair
value. Unrealized holding gains and losses are recorded as a component of other comprehensive income
in shareholders™ equity. Available-for-sale securities at December 31, 2005 and 2004 have been classified
as current assets as the investments are szcurity for a master line of credit note (Note 9) that 15 due April
26, 2007.

Investment securities consist of the following at December 31:

Cost Market Cost Market
U.S. government securities $ 453,654 $ 459,241 & 702,093 $ 717,401
Bonds 550,572 557,199 450,387 479,135
Equity securities 537,032 548.709 260.292 273.141
1,541,258 1,565,149 1,412,772 1,469,677
Interest receivable 21,182 21.182 __19.807 19,807
$ 1.562,440 $ 1.386.331 $ 1.432.379 5 1.489.484

\

During 2005 and 2004, the Corporation had gross realized gains of $218,540 and $4,419 as well as gross
realized losses of $1,016 and $0, respectively. lnterest and dividend income totaled $82 952 for the year
ended December 31, 2005 and $255,581 far the year endad December 31, 2004. These amounts are
included in investment income in the statements of operations.

At December 31, 2005 and 2004, the Corporation had gross unrealized holding gains of $23,891 and
$56,903, respectively

Matorities of debt securities at December 31 1s as follows:

2003 2004
Cost Market Cost Market
Maturity
Within one year $ 100,294 $ 99,737 $ 548,984 $ 549,812
After one, but within
five years 903,932 916,703 603.496 646,724
After five years o - L -~ - -
$ 1.004.226 $ 1.016.440 $ 1.152.480 $1.196.536
o 27 ¢ “




NOTE6:  COSTS AND ESTIMATED EARNINGS ON UNCOMPLETED CONTRACTS

Work in progress on uncomipleted contracts al year end consists of the following at December 31:

Costs incurred on uncompleted construction contracts
Estimated earnings

Less billings to date
Unbilled receivables on construciion contracts, net

Unbilled receivables on service contracts

Costs and estimated earnings in excess of billings on
uncompieled contracts, and unbilled receivables

Billings in excess of estimated costs on uocompleted
contracts (in other current liabilities)

NOTE7:

Equity Method Investments:

2005

3 111.834.341
17.932.743

120,767,084
(681,216)
82,685

$__(598,331)

A3 2

=
1

947,945

$ (1.346,476)

INVESTHENT IN JOINT YERTURES AND AFFILIATES

2004

$ 107.829,877
17.869.819

125,699,696
126,070.419
(370.723)

180.423

$ (1.903.835)
$ _.(190,300)

The Corporation is a 51% participant in Price/Ahtna Joint Venture, which is a construction contractor.
The Corpovation is also a 51% purticipunt in Cornerstone/KEC Joint Venture. which is a construction
contractor. Summery tinancial information recorded in 20035 1s as Tollows:

Summary of Financial Position:
Current assets
Noncurrent assets

Current liabibities
Noncurrent habilities
Equity:

Ahtna

Others

Summary of Financial Earnings:
Revenies
Cost and expenses

Net income
Ahtna’s reported share of calendar year net income

Corporation’s share of JV

$

PRICE/AHTNA

v

640,117

CORNERSTONE/

KEC IV

b 85,191

o
e
ol
’L’j
—

43,447
41.744

$__ 85191

1.075,359
(825,167

$__250.192
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NOTE7: INVESTMENT IN JOINT YENTURES AND AFFILIATES, continued

In 2004, the Corporation concluded the operations of one joint venture and recognized net income (Joss) as follows:

KOOSNIIC $976
$976

NOTE 8: PROPERTY AND EQUIPMENT

Property and equipment consisis of the foliowing at December 31:

2005 2004

ANCSA land (1.5 mullion acres) and natural resources
received under the Act (Note 2) not vaiued not valued
Land and {and improvements $1,490461 $ 1.711,107
Buildings 4,979,540 4,940,743
Furniture and equipment 2,016,823 1,216,532
Research vessel - 4,861,634
Vehicles and construction equipment 3.939.169 4.771.124
Total property and equipment 12,425.993 17,501,140
Less accumulated depreciation (6,608,098) (8.866.143)
$5.817.895 § 8.634.997

NOTE9: NOTES PAYABLE AND LONG-TERM OBLIGATIONS

The Corporation has notes payable under lines of credit al various lending institutions as follows:

Line of credit Borrowings at Borrowings at
available Terms December 31, 2005 December 31. 2004
$ 6,500,000 variable 7.25% 3 - $5,990,919
£ 6,500,000 variable 9.73% 5.490.919 -
$5.490.919 $35.990.919

The line of credit was collateralized by the elizible consolidated trade accounts receivable, the investment
securities, and the pet book value of certain real estate. At December 31, 2003, the collateral balance
securing the line of credit was $16,334,495. At December 31, 2004, the collateral balance securing the
line of credit was $18,858,508.

Short-term notes payable at December 31, 2005, consist of §35,500 due to a Joint Venture partner for
startup costs. Shorl-term notes payable at December 31, 2004, consist of $35.500 due to a Joint Venture
partner for startup costs and $2,979 for equipment notes payable.




NOTE®:  NOTES PAYABLE AND LONG-TERM OBLIGATIONS, continued

Long-term obligations consist of the following at December 31:

3]
<
=
N

Equipment notes payable, due in aggregate monthly
installments of $48,512, including interest rates ranging
from 5.44% ta 9.00%;; final installment due at varying
dates through August 2010 $2,049,112

Mortgage payable 1o a bank, due in monthly installments
of $16,642, includimg interest at 7.02%, with final
installment due July 2013 1,167,648

Mortgage payable (o a bank, due in monthly installments
of $10,573, including variable interest at 9.50%, with
final installment due July 2013 : 179,766

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

Working capital note payable to bank, due in interest only
monthly installments approximating $11,320 at 9.25%,
with final principat and interest due February 2008 1,488,905

Sertlement nole payable to bank, due in interest only monthiy
installments approximating $42,390 at 9.25%, with final

principal and interest installment due Qctober 2007 5.575,676
Working capital note payable to bank, duc in interest only

instaliments approximating $9.429 at 6.00%, with final

principal and interest installment due April 2007. 1.912.063
Total long-term obligations 12,973,170
Less current maturities 2,133.963

$ 10,839,207

2004

$ 1,716,801

1,498,130

9,200,000

16,456,593
1,226,023

Noies payable and long-term obligations at December 31, 2003, are collateralized by assets with book

values as follows:

T

00

(N

Current assets $2.278,182
Equipment 931,829
Building 4.278.128

Principal maturities on long-term debt are as foliows:

Year ended December 31. 2003

2006 $ 2,133,963
2007 7.458.319
2008 1,937,903
2009 359,711
2010 295,028
Thereafter 788.246

30

2004

$ 2,449,432
4,050,157
2.918.642




NOTE 10: COMMONSTOCK

Under provisions of ANCSA, cach qualified Alaska Native originally enrolled in the Corporation was
entitled to 100 shares of Class A voting stock.

One hundred shares of Class A Series | common stock were issued to each qualified enrollee in the Ahtna
region who was a sharcholder 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
Alitna region who were not enrolled as sharcholders 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 shares of Ahtna village corporations that merged with Ahtna, {ncorporated. These
shares have the same characteristics as Class A stock, except as to electing members of the Board of
Directors. {Class E shares were authorized for a village corporation that decided not to merge.)

These stock, related stock dividends or distributions, and any other stock rights may not be sold, pledged,
assigned, ireated as an assct in a bankruptcy proceeding, or otherwise alienated, except in limited
circumstances by court decree, by gift to certain relavves, and by death. These resurictions on stock
alienation originally were scheduied to termivate on December 18, 1992, Under a 1988 amendment to
ANCSA, that deadline was eliminated and the stock restrictions may remain in effect for as long a time
thereafter as the shareholders decide. Class B shares are available for issuance to replace the restricted
stock, if shareholders would so decide.

During the period that restrictions on stack 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.

All outstanding shares participate in dividends. ANCSA corporations are allowed to declare dividends
ifrom monies originally received from the Alaska Native Fund (Note 2). Such dividends are a return of
capital and are noniaxable to shareholders.

Shares authorized, issued, and outstanding at December 31, 2005, and 2004, are as foliows:

Number of Shares

Issued and

Class Authorized oustanding .

A ' 250,000 - 1
- Series 1 - 95,400 i
- Series 2 - 12,000 !

B 250,000 - .

C 250,000 7,300 ¢

D 250,000 3,200

E 250,000 -

F 250,000 3,500

G 250,000 25,700

H 250,000 9,700

I 250,000 10,600 :

I 250,000 11,600

Total all classes 2,500.000 179,000
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NOTE 11: ASSET [IMPAIRMENT

During 2003, the Corporation recognized impairment losses in the amount of $1,564,722 related to a

research vessel

The tmpairment losses reflect market adjusiments recorded by management to reduce the assets carrying
value to their fair value. The $1,564,722 adjustment recorded to the research vessel reduced its carrying

value to $1,424,987.

NOTE 12: PROVISION FOR INCOME TAXES

Income tax expense (benefit) consists of the following:

Current
Deferred

December 31,

2005

$ 266,176
(1.692.205)

Deferred tux assets and liabililies at December 31, 2003 and 2004, are as follows:

rJ

00

o

Deferred tax assets
Deferred tax Labilities
Valuation allowance

Net asset (libility)

Deferred tax asseis
Deferred tax liabilities
Valuation allowance

Net asset (liability)

Curreni

$ 664,500

$ 66.800

Cuirent

$ 783.698

i

Lone-term

$ 10,215,273
(433,807)
(3.183.184)

$ _6.398.282

Long-term

$ 6,815,567
(1.306,687)
_(306.356)

$ 5.202.524

2004

§ 255416
(1.944.898)

S

3

I~

689 482)

Total

$ 10,880,073
(433,807)
(3.153.184)

o

i

$ _7,263.08

Total

$ 7,599,265
(1,306,687)
_(306,356)

§ 5.086.2

At Decerober 31, 2003 and 2004, a valuation allowance has been recorded o reduce defesrred tax assets to

eslimated realizable values.

Temporary differences that give rise to significant portions of deferred tay assets and liabilities consist of
depreciation, basis differences in assets {including government surplus assets of $1,186,266 originating in
19993, allowarces for doubtful accounts, accrued vacation. unrealized holding vains and losses on
investments, equily in earnings of affiliates, net operating loss (NOL) carryforwards of approximarely
524,486,033 for tax purposes at December 31, 2003, expiring beginning 2019, and charitable contributions

cairry-forwards.

Adjustments between income taxes at federal statutory rates and income taxes reported by the Corporation
result primarily from the dividend received exclusion, net operating loss carryforwards, gravel depletion,
nmber depletion, goodwill amortization, and state (axes.
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NOTE 13 PENSION PLAN i
i
s The Corporaiion sponsors a 401(k) plan administered by a financial services company. The Corporation *
= matches employee contributions up to 3% of wages. Contributions for the years ended December 31,

! 2005, and 2004, were $175,500 and $158,5535, respectively. ]

The Corporation also participates in a multi-employer defined benefit noncontributory pension plan with
various unions. Substantially all employees tepresented by bargaining agents are covered under the plan.
i Contributions for the cost of lhe plan amounied to $1,283,165 and $1.302,§96 for 2005 and 2004,
nl respectively. Contributions are based on wages paid to employees.

NOTE 14:  CONTINGENCIES

The Corporation and its’ subsidiary have settled all claims on payment and performance bonds between
itself and third party entitiss. 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, and the
balance of $9.2 million was paid in October 2004. The subsidiary obtained financing for the second
payment from the Corporiation’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 bonding
company in the matter. The bording company has partially guaranteed the loan and the Corporation has
agreed to indemnify the bonding company from loss under the guaranty. All parties to the hitigation have
released 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 former 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 caurt’s order requiring him to convey his stock to the subsidiary
of the Corporation. The matter was remanded 1o the trial court for further proceedings. Subsequently, the
trial court completely vindicated the Corporation’s position, dismissed all counterclaims against the
subsidiary which resnlted in a judgment against the former officer and in favor of the subsidiary. The
subsidiary has seized the stock in an effort to satisfy its judgment against the former officer. The forimer
officer has filed a petition to avoid the levy of the stock. Management intends to continue to pursue the
former officer to collect the judgment and to vigorously contest his claim to the subsidiary stock.

The Corporation has also asserted a claim against its former legal counsel and accountants. The cases are
expecied to be tried in July 2006. The ultimaie outcome related to these claims is presently
indeterminable.

A writen demand, not in formal litigation, has been made upon a subsidiary of the Corporatien for
payment of approximately $1.6 million. The dispute arises out of a contract which the subsidiary currently
adminmisters on behalf of itself and a subcontracior. The subcontractor had a financing arrangement with a
factoring company which advanced operating capital based on invoices submiited to the subsidiary.
Although the subsidiary has paid all monies due 1o the subconiractor, not all amouats due to the factoring
company were paid by the subcontractor. Since receiving the written demand, both the factoring cormpany
and the subcontracior have filed for protection under the bankruptey law. The matier is ongoing and the
ultimate outcome including any potertial loss is indeterminable at this time.

Three written demands, pol in formal litigation, have been made upoa the Corporation relating to wrongful
termination by former employees. These matters are still in the eurly stages, however, management
believes that any eventual 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, which arise in the normal course ol
business. In the opinion of management, the vltimate disposition of these claims will not have a material
effect on the financial position or resulis of operations of the Corporation.




NOTE {5: SUBSEQUENT EVENTS

The Corporation intends to dissolve the operations of one of its subsidiarics during fiscal year 2006. In
addition. the Corporation has reached an agreement to sell a research vessel owned by this subsidiary.

The Corporation was engaged in an Internal Revenue Service audit during fiscal year 2005. This audit
related to the Corporation’s fiscal year 2003 tax return and was initiated as a follow-up to the audit
concluded during fiscal year 2003 concerning the Beetle kill losses deducted by the Corporation in 1997
through 2000. Subsequent to year end, the audit has not been finalized. However, management does not
anticipate the adjustments, if any, to have a material effect on the Corporation.

Subsequent to year end, a subsidiary of the Corporation was awarded a service contract with the Social

Security Administration. The total contract is valued at $9.35 million over a five year period. Fiscal year
20006 revenues are estimated at $2 millien.

M4 -
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Nicholas Jackson - At Large
Roy S. Ewan - At Large
Leonard F. John - At Large
Warren A. Johns - At Large
> Roy I.Tansy. Sr. - At Large

. Calvin D. Carlson - Cantwell (Seat C)
Karen E. Eskilida - Chlstochlm {Seat D)
~ELinda M. T)om 2 Gakona (Seal F)
John E. Craig - Coppel Cemel (Scat G2)
Tomlee Jackson = Co )pcx - Center (Seat G1)
Donna M. Pumm(rton I Mentasta (Seat H)
- Raymond \edey - (Jullﬂm (Seat 1) ¥
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