Hai'nes Borough
Speci al Bor ough Assenbly Meeting
March 31, 2005

M NUTES Approved

A special neeting was conducted by the Haines Borough Assenbly to
consider a resolution of support for QOcean Beauty Seafood’ s grant
application for Excursion Inlet Packing Conpany. No ot her busi ness
was di scussed.

1.

3.

CALL TO ORDER/ PLEDGE TO FLAG Mayor M ke CASE call ed the neeting

to order at 1:00 p.m in the Assenbly Chanbers of the Minicipal
Bui | ding and | ed t he pl edge.

ROLL CALL Present: Mayor M ke CASE and Assenbly Menbers Jerry
LAPP, Herb VANCLEVE, Scott ROSSMAN, Norm SMTH, and Debra
SCHNABEL. Absent: Stephanie SCOIT

Staff Present: Julie CQzZI/Borough C erk, Robert VENABLES/ Borough
Manager, and Scott HANSEN Pl anni ng & Zoni ng Technician I1.

Visitors Present: Bonnie HEDRI CK/ CVN, Lucy HARRELL, Dawn THOVSEN,
Dave FORBUSH Excursion Inlet Packing General Manager, John
HANRAHAN/ Ccean  Beauty Vi ce-President of Qper at i ons, Hugh
RI ETZ/ Ccean Beauty, Norm BLANK, Stan WOODS, and M ke SAUNDERS.

APPROVAL OF AGENDA:

M S LAPP/ VANCLEVE Mbtion to approve the agenda.

The notion carried unani nously.

4.

PUBLI C COMVENT:

HARRELL spoke in favor of the Borough doing anything it can to
assist COcean Beauty in its efforts to increase capacity at its
plant in Excursion Inlet.

SAUNDERS and Norm BLANK both asked for an opportunity to conment
after the presentation instead of before it.

WOODS spoke in support of Ocean Beauty' s efforts. He said
“that’s where the noney is for us.” He added that he honestly
believes it is a win-win situation for everyone concerned. | t

woul d hel p OCcean Beauty’s business and would potentially double
t he borough’s revenue in fish tax.

THOVSEN spoke in support. She said the borough’s budget has
been unhealthy for a long tinme, and she believes project to
i ncrease the Excursion Inlet Packing capacity will really help.

RIETZ, currently an enployee of OCcean Beauty Seafoods, said he
supports the borough taking the opportunity to assist GCcean
Beauty.
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SCHNABEL asked to accept public comment following the OCcean
Beauty Presentation. There was no objection to it and it was so
or dered.

OCEAN BEAUTY SEAFOOD S PRESENTATI ON:

VENABLES introduced Dave FORBUSH, General Manager of the
Excursion Inlet Packing plant and John HANRAHAN, Vice President
of Operations for Ocean Beauty Seaf oods.

FORBUSH said they felt it was inportant to give the assenbly an

opportunity to neet them He expressed appreciation to the
borough for their support in the last few years. He then
offered a short, conprehensive presentation of the conpany’s
goals and the project. The proposal is to lengthen the
operation and increase production capacity. This would
certainly benefit the conpany, but the Haines Borough would
greatly benefit, as well. He encouraged people to travel to
Excursion Inlet to look at the plant. He said the conpany is
trying to enhance value and the best way is to produce nore
val ue-added products. “That’s good for the comunity, the
fi shernen, and the conpany.” He said the physical structure of

the plant---the power generation and freezing capacities---are
at their limts. Wth increased capacity, they would be able to
extend out the processing seasons; they could pick up product in
addition to sal mon, such as HANRAHAN cod and hal i but.

HANRAHAN said he believes the Excursion Inlet plant can be a
showcase in Al aska. Ccean Beauty’'s commtnent is zero exposure
for the Haines Borough, and they have a tinmeframe to make this
benefit the conpany and the community. The state grant funding
could accelerate the process, but they want to make sure the

borough is confortable wth it. When the conpany |ooked at
buyi ng the Excursion Inlet plant, they had a study done by
McDowel | Group. He believes the proposed expansion would

i ncrease capacity by 20%

SCHNABEL expressed concern that the deadline for the grant
application is today. She asked for an explanation of the tight
tinmeline. FORBUSH said the conpany has | ooked at the project in
great detail, and it was their understanding that they could
just submit the grant application thenselves. However, they
just recently found out that it nust be submtted through a
muni ci pality. HANRAHAN said they just got the grant application

information three weeks ago and spent a couple of weeks on the

concept. “Wthout the assenbly’ s support, it won't get funded.”
FORBUSH said there is no exposure to the borough and no cash
outlay, at all. A lease agreenent has been structured that

woul d cover the costs. HANRAHAN said no noney would conme out of
t he borough’s budget. CASE noted that the borough attorney wl|
| ook over the agreenent. The stipulation of the grant is that
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the noney cone to and from the borough. The Haines Borough w ||

| ease a generator, and wll receive regular paynments from Ccean

Beauty. The tunnel freezer wll be owned by the borough and
| eased to Ocean Beauty.

At the mayor’s request, SMTH read a |lengthy statement of
opposition submtted by Assenbly Menber SCOIT.

ROSSMAN asked about the new generator’s service needs. FORBUSH
said Ccean Beauty will be responsible for all costs to nmaintain
and overall it.

LAPP asked if Ocean Beauty had ever |ooked at the possibility of
going with hydropower in the future. FORBUSH explain that Wrds
Cove did a hydropower study approximtely ten years ago. They

found sone regulatory and habitat obstacles. “It is certainly
something that could be revisited.” LAPP said he supports the
proj ect . “The borough has a lot of undeveloped property in

Excursion Inlet that could inprove in value if there is a stable
processing plant there.”

HANRAHAN said the |ease agreenent was designed to have the
capital |ease portion paid off within 5 years, and the Haines
Borough will conpletely own it at that point with no liability.
At that point, Ocean Beauty woul d have the option to buy it from
t he Borough; however the plan is to continue leasing it fromthe
borough for an additional 5 years until the tunnel freezer |ease
is up. After that, COcean Beauty would exercise the option to
purchase both the generator and the tunnel freezer, at that
tinme.

SCHNABEL asked why Ocean Beauty is willing to invest a large
anount of noney in the shore-side facility as opposed to going
into floating processors; “that seens to be the way the world is
goi ng.” HANRAHAN said that Ocean Beauty already has a huge
investnment in shore-side facilities. FORBUSH said a shore-side
plant offers nore potential than a floating processor. They
have nore of an ability to nove equipnment in and out. Al so,
they can be nore flexible and capitalize on filets today, block
frozen products tonorrow, canned products next week, etc.
Addi tionally, housing can be a problem on a floating processor.
Excursion Inlet has room to grow as far as housing and can
continue to add product lines and capacity without trying to
wonder where to put workers. A shore-side facility has the
ability to capitalize on the whole ganut of the industry.

SM TH asked if the conpany has a contingency plan if the borough
chooses not to participate. FORBUSH said Excursion Inlet
Packi ng would continue to operate as usual even though it is at
maxi mum and theoretically above capacity. Ri ght now, he cannot
take on nore seafood. He added that quality and efficiency are
key in today’ s econony for keeping an operation in the HANRAHAN.
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ROSSMAN asked how old the existing equipnment is. FORBUSH sai d
the new generator would replace one old one. They run 5
generators at the plant right now. The new tunnel freezer woul d
i ncrease the existing freezing capacity.

HARRELL said there is still tinme to debate the details, but can
see no reason not to pass a resolution of support for proceeding
with the grant application.

HANRAHAN said Ccean Beauty is commtted to trying to nake the
Excursion Inlet Packing plant work even if the grant application
support is not received.

WOODS spoke again in support of COcean Beauty’s proposal. He
said a very large fish volune is comng in the future, and it is
inportant for Excursion Inlet Packing to have the capacity to
process the increase as opposed to |eaving the doors open for
fl oating processors to cone in.

SAUNDERS, President of Lynn Canal Gllnetters Association, said
he fished for Ocean Beauty |ast season. He said there is no
question that it would be a huge benefit to the Haines fishing
fleet, and he hopes the borough wll support them in this
proj ect . The grant requires a nmunicipal partner in order to
even apply. He added that it would be good for Ocean Beauty to
make a point of giving consideration to the Haines fishing fleet
i f the borough supports them

VANCLEVE said he cannot find a downside to the request,
especially since all that is being asked, at this point, is for
support to submit the application for the grant.

6. RESCLUTI ON #05- 03- 058:
A resolution of the Haines Borough Assenbly of Haines, Al aska
authorizing application to the State of Al aska Departnent of
Commerce, Conmunity and Economic Developnent for the 2005
Fi sheri es Econom c Devel opnment Grant Program

M S LAPP/ VANCLEVE Motion to adopt the Resol ution 05-03-058.

SCHNABEL said she is in support of the application but wants to
go on record that she believes a final agreenent discussion is
needed. She would like to see sone kind of witten agreenent
between the Excursion Inlet Packing Conpany and the Haines
fishing fleet. Additionally, it is inportant that all parties
feel <confortable wth the project marketing and financial
information. “W need to have an appreciation of the economcs
for this project and the plant expansion. W have to be able to
believe that this is a viable operation.” She would |ike a ful

di scl osure of how Ocean Beauty intends to finance the project
and retire the debt. She asked if it would be possible to
expl ore hydro-power options. FORBUSH responded that it has
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al ready been explored and building a dam would cost the sanme as

several diesel generators, the tunnel freezer, and nore. He

said Ccean Beauty would welconme the possibility of a proposed

el ectrical intertie. Ready- made electricity would be a big
pl us.

SM TH expressed concern that the proposal sounds too good to be
true. He asked for a third-party review of the risk-assessnent.
and wondered if a tax incentive would be better than a |ease
agreenent .

ROSSMAN sai d Excursion Inlet property owners never get the tax
benefits but keep paying tax, and he believes this is a little
reci procation. LAPP agreed saying the cannery has paid taxes
for many years and gotten very little benefit. “W did put in a
bridge and the community was very happy. This project would be
very good thing for them?”

The mayor called a brief recess at 1:30pm
The neeting reconvened at 1:33pm

M/ S SCHNABEL/ SM TH Motion to anend the resolution to strike
“Whereas, fisheries in Southeast Al aska has been on a decline for
much of the last five years as evidenced by the decline of fish tax
revenue to the Haines Borough which totaled $238,339in FYO1
conpared to FYO5's receipts of $94,421” and replace it with the
following nore positive statenment: “Whereas capital inprovenents to
increase capacity and efficiencies in Ocean Beauty's Excursion
Inlet facility would enhance the conpany’ s conpetitive position in
the world market.”

The anendnent notion carried unani nously.

The main notion carried unaninmously in a roll call vote.

14. ADJOURNVENT:

M S LAPP/ VANCLEVE Motion to adjourn.

The notion carried unani nously, and the neeting adjourned at 1:43 p. m

M ke Case, Borough Mayor
ATTEST:

Julie Cozzi, Borough Cerk
SEAL:



