Dear Fellow Shareholders:

We are the current remaining five Board Members of The 13" Regional
Corporation. We are all volunteers. We do not receive any compensation,
board fees, salaries or per diem. In order to conserve resources, the Board
has forfeited meeting in person and instead meets by teleconference. While
the serious challenges you will read about below were not created by this
Board, we are the Board that has been working together as a team of
volunteers to recover from them over the last two years.

The two purposes of this letter are to share with you first, what has happened
to your Corporation and second, what the Board's plans are to return the
Corporation to a profitable position.

First, the 13th Regional Corporation has experienced not less than three
successive critical events, each of which, individually, could have been fatal;
and occurring consecutively have proven to be so for the current operations
of the Corporation. They can be characterized as 1) litigation, 2) operations
and 3) devaluation.

It is important to read the following information against the backdrop of The
13™ Regional Corporation having been created without a land base for
resource development, and without the benefits of 7(i) revenue' that all of the
other Alaska Native Corporations (ANCs) enjoy through the Alaska Native
Claims Settlement Act.

Litigation: As most shareholders may know, in 2006; the Corporation’s
Board of Directors had a majority turnover with 6 Directors resigning,
presumably as a result of the Alaska Catch litigation. The Alaska Catch case
involved an investment of over $2 million that a formerly employed
Corporate CEO made without Board authorization. The Board was not
made aware of the investment until the spring of 2006, after it was too late to
take corrective action. The same employee/CEQO, again without the
authority of the Board, further obligated the Corporation to a pre-existing
debt of the owners of Alaska Catch of over $8 million dollars. This was far

' A provision of ANCSA, Section 7(i), requires that Regional Corporations share 70% of their resource
revenues among the other regional corporations. Since the implementation of Section 7(i), $940 million
has been shared between the 12 Regional Corporations in Alaska. The 13" Regional Corporation, however,
was specifically excluded from 7(i) by ANCSA without any explanation or consideration. There was an
assumption that the 13™ would some day receive some other offsetting compensation from the federal
government. That never happened.



beyond the total existing equity of The 13" Regional Corporation, triggering
a series of contract defaults beyond the control of the Board, and a lawsuit
that well exceeded a quarter of a million dollars to defend.

Despite the efforts of some of the best legal minds in the state of
Washington, it proved impossible to recover the $2 million unauthorized
investment. Furthermore, it became impossible to separate the Corporation
from the debt obligations of the Alaska Catch operation.

After months of costly litigation that threatened to immediately close down
the 13" in fall of 2006, , the Board was left with no choice but to accept the
advice of legal counsel to enter into a settlement agreement with the multiple
parties to the lawsuits. Short of a total shut down of the Corporation, this
option presented the only solution. However, the settlement severely limited
the Corporation’s capacity to deal with any additional challenges. It should
be noted here that the Board received extensive instructions from legal
counsel regarding confidentiality of the terms of settlement, limiting the
Board’s ability to provide a more comprehensive public disclosure. Please
know that the Board, with legal counsel, aggressively pursued all available
legal recourse and recovery opportunities from all responsible parties, to no
avail. In the end, every party in this law suit suffered a great loss.

Construction and 8(a) Operations: While the Alaska Catch litigation was
ongoing and placing financial pressures on all aspects of the Corporation,
the Corporation’s subsidiary construction operations were facing increasing
pressures from 1) an overheated market in which aggressive prime
contractors were withholding timely payment on contracts our subsidiary
companies completed; 2) SBA 8(a) contracts of subsidiary companies that
did not provide sufficient costs recovery to appropriately reimburse the
Corporation for the general and administrative expenses required to properly
administer the contracts; and 3) the inability of the subsidiary construction
companies to secure bonding with the Alaska Catch $10 million contingent
liability on the financial statement.

1) As the nation’s economy has impacted the construction industry, already
aggressive prime contractors were further motivated to withhold timely and
full payments to weaker subcontractors such as The 13™ as a way to force
concessions and steep discounts. Had The 13" not been involved in the
Alaska Catch lawsuit, the Corporation would have had the financial capacity
to withstand the aggressive stance of the prime contractors.



But with the Corporation’s financial and legal resources depleted by the
Alaska Catch lawsuit, the much anticipated cost recovery and earned profits
from construction would not be forth coming. As a result, the subsidiary
construction companies fell behind meeting their obligations to vendors and
eventually to job completion. Lines of credit were fully tapped, and
expansion of additional lines of credit and bonding were denied largely due
to the financial condition that the Alaska Catch litigation left behind.

2) SBA 8(a) contracts have been a successful method of creating wealth for
many Alaska Native Corporations such as Chugach Alaska Corporation
(Chugach), Arctic Slope Regional Corporation (ASRC), and Bristol Bay
Native Corporation (BBNC), for two decades. This was not always so in the
early years. These contracts with the federal government typically called for
three types of compensation to the contractor. The first being the Direct
Cost Reimbursement for the actual direct expenses related to the contract,
the second being the General and Administrative Costs Reimbursement
(often called G&A, typically ranging from 5% to 13%, and intended to
reimburse the contractor for all administrative costs related in any way to
that contract including the ANC’s legal, accounting, auditing, internal
controls, office rent, executive management and board costs), and the third
being the negotiated Profits (typically ranging from 3% to 6%).

In the early years, the ANCs’ first contracts were with partners who readily
agreed to 51% of the profits going to the ANC with 49% going to the non-
native Partner. All seemed fair and equitable until it was noted that the
Partner was capturing 100% of the G&A, leaving no G&A reimbursements
to the ANC. Often it was said by the Partner that the ANC didn’t need it
because the ANC did not have any G&A expenses. ANCs soon found that
this was not the case, in that ANCs had to pay for federally required audits,
legal counsel and accounting, office space, executive management and
oversight, board and shareholder annual meetings; all legitimate G&A
expenses of the ANC. Yet the ANC with little or no G&A recovery had to
pay for these expenses out of its 51% share of the profits; often not enough
to reimburse the ANC’s legitimate G&A costs.

The more experienced ANCs implemented contract modifications and
learned to include an appropriate G&A recovery share for their legitimate
costs in subsequent negotiations for new 8(a) contracts. Those ANCs
quickly grew in corporate financial strength, executive management capacity



and board governance efficiency. For example, Arctic Slope Regional
Corporation (ASRC) became Alaska’s first billion dollar ANC, and Chugach
Alaska Corporation and Bristol Bay Native Corporation (BBNC) are now
approaching the billion dollar level. For those of our shareholders who live
in or have been to Anchorage recently and have seen the new multi-million
dollar, first-class office buildings occupied by ASRC, Chugach and BBNC,
it is important to remember that G&A reimbursement recovery payments to
those ANCs helped pay for those buildings.

Unfortunately for The 13", with its headquarters in Seattle rather than
Anchorage, it had little opportunity to learn from the other ANCs about
these contract modifications. Consequently, The 13"™s 8(a) contracts that
were in force over the past decade did not appear to provide for any recovery
of the 13™s legitimate G&A expenses. Like the early 8(a) ANCs, the
Corporation was paying for 100% of its allowable G&A expenses out of its
profits, severely impeding its growth.

The Alaska Catch lawsuit event coincided with the economic events that
weakened The 13™s construction companies, and when combined with a
series of 8(a) contracts that did not reimburse The 13" for its legitimate
G&A expenses, the results were unfortunate and inevitable.

Devaluation: Apart from the two critical events already mentioned, a third
critical event served to further undermine The 13™s efforts to recover.
Well before the fairly recent decline of the economy, an investment was
made in a small development of a real estate property in Spokane, WA, a
project called Talon Ridge. The property is a high end home subdivision
rated as one of the most attractive sites to build in Spokane. Demand was
high and banks were anxious to finance these new lots. However, as the
entire nation now knows, this market disappeared overnight not just in
Spokane, but across the nation and the world. As the nation’s market
continues to plunge, the Corporation’s projected profit continues to
diminish.

And vet: In a traditional corporation it might be acceptable, after events
such as these, for the board and shareholders to fold up shop, shut down and
simply walk away. However, The 13" is not a traditional corporation, and
the shareholders are anything but traditional in the corporate sense. As
Board members, we believe there can be a very viable future of no small
significance for The 13" and its shareholders that is worth pursuing. We



have agreed to pursue it together as volunteers. We are under no illusions,
having been struck by lightning at least three times. We understand that, as
with prior Directors, the current Directors may need to step down and may
not see this endeavor to its completion. Yet it is our hope that they and
others will continue to support our efforts and, as appropriate, join us as
volunteers.

Our Goals: Today our goals are simple but sure.

)

2)

3)

4)

Our first priority is to preserve our shareholder records because
they represent our most precious asset, our ties to our people.
While, as a legal entity, The 13" Regional Corporation has been
badly damaged and will be in recovery for some time, The 13™
Heritage Foundation, a 501(¢c)(3) created by a previous board, is
whole and can function. Its constituents and beneficiaries are also
the shareholders of The 13™ Regional Corporation, and for now we
are entrusting the Foundation to care for our shareholder records
and communicate with our shareholders. In the next few weeks
you will hear from members of The 13" Heritage Foundation in
their attempt to answer shareholder inquiries and renew contact
with you, while the Board of The 13" focuses on recovery.

We are properly documenting all of the legitimate and outstanding
obligations of The 13™ Regional Corporation and its subsidiaries
so that we can work with the creditors to develop a plan to repay
those obligations.

We are developing a recovery plan to re-establish working
relationships with new 8(a) partners who are ready and willing to
provide not only an agreed upon split of profits but also a full
reimbursement of The 13™s allowable G& A costs on 8(a)
contracts. Then, like other ANC’s, we can begin anew growing in
corporate financial strength, executive management capacity and
board governance efficiency.

We will re-examine our relationship with the federal government
in regard to the treatment of our shareholders under ANCSA. The
Act is very specific in that it promises fair and equitable treatment
to all Alaska Natives who became subject to ANCSA, and yet what
is clear after 37 years, is that the shareholders of the 13™ Regional



Corporation are still waiting for fair and equitable treatment by the
U.S. Government. The fact that the 13™ Regional Corporation has
been able to survive thirty seven years without the millions in
resources provided to all other ANCs is nothing short of
phenomenal. That said, we will not be able to make our claim if
we are not strong enough to support it. Over the next several
months, as we reset the foundations of The 13™ to rebuild, we hope
to begin with you what will be a nation-wide discussion of a fair
and equitable settlement agreement acceptable to our shareholders.
It will be nationwide because as shareholders we are nationwide,
and by necessity will include the federal government and our
relatives in the other ANCs.

5) We will continue to explore options and vehicles to acquire lands
for development. To date, the 13™s expenses for land acquisition
exceed $1 million.” The discussions listed in paragraph 4 must
include land acquisition as part of a fair and equitable settlement
agreement acceptable to shareholders.

We know that shareholders have many questions that we may not have
answered at this time, and while we commit to answer your questions, our
first priority is to focus on rebuilding the Corporation. As some choose to
berate and vilify the Board, we ask your understanding as we devote the
limited time and resources we have to focus on the task at hand: rebuilding
the Corporation and preparing for the next annual meeting.

We seek, and thank you for, your guidance, support and prayers. We also
seek those of our shareholders who are experienced in corporate
restructuring, and who may be willing and able to join us as volunteer
Directors.

Thank you,

The 13™ Regional Corporation Board of Directors

2 A shareholder survey in 2003 resulted in shareholders’ overwhelming desire to pursue a land base for
their Corporation.



