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A) 1 "OJECT DESCRIPTION

snwktroduction

1he project will entail two mgjor conponents: construction
of a food processing plant, and a marketing effort to pronote
smoke:! arctic char products beyond the Northwest Territories.
The jrocessing facility wll accomodate arctic char for |ocal
(inte-Territorial) and export sale, and caribou and nmarine
mamma ! products for sale within the Territories, specifically
withi ' the Kecewatin.

Currently, a plant in Rankin Inlet provides a market for
the summer conmmercial fishery in the Keewatin region. This plant
is o ~r twenty years old and is too large ‘for the volume oOf
char s/hich it receives. The “facility is in poor condition and
nust bhe significantly upgraded or replaced. Additionally, [Iack
of insulation in the building precludes wnter operation at
reasonable operating costs.

The facility is owned by the Governnent of the Northwest
Terri! ories and operated by the Territorial Departnment of Economc
Devel. pment and Tourism The Territorial governnent is in the
proce~s of privatizing businesses which it owns; in Rankin Inlet, “
this cffort has extended tg closing the gov:arnrrent craft, shop.

Th> Rankin fish plant is also scheduled for privatization,
howev. '+, the current state of thel facility makes it a poor
‘proposition for private acquisition. A viable processing operation
will require the construction of a new processing facility which
can accommodate both summer and wi nter products of resource

harvest.!
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JPH approached -the Department of Econonmic Developnent in
Novenber, 1986, concerning the establishnment of a country foods
retail operation. At that tine, the departnent inforned us of
their intention of divesting their interest in the old fish
pl ant, they were in the process of identifying proponents
interested in entering the resource nmarketing business. Suitable
candi dates would be supported in applications for funding for
a new facility and in developing a marketing strategy for snoked
arctic char.

Since initial discussions with the departnent, JPH has been
involved in a butcher training course and nade contacts wth
both suppliers and purchasers of country  foods i n other
comuni ti es. JPH has also entexgd in the retail trade in Rankin
I nlet, dealing in char and caribou products which are sold
directly to.the public.

Concurrently, JPH has also contacted the territorial Depart-
ment of Renewable Resources concerning regulations and licencing
requirements Wwthin the Territories regarding marketing fish
and wild neat. JPH is following the 1licencing requirenents
necessary to deal in these products.

The Fishing Industry in }-he Keewatin |

The fishing industry in” the Keewatin region of the NW has
three «~lements: a conmmerci al charfishery, a sports sfishing,
ahd a domestic fishery. In broad economc terms, the donestic
fishery is probably the nobst inportant, although data on volune
are scar ?e The sports fishery is presently small in terms of
biologi~all inpact although it is gaining rapidly in economc

importonce.
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The commer cial char fishery in the Keewatin has increased
output in 1985 and 1986 two to three-fold over the previous
five years. In 1985 the Rankin |Inlet plant processed 50,000
pounds of char; in 1986, the Rankin plant processed 30,000 pounds
while +the Chesterfield Inlet plant processed 13,000 pounds.
In the summer of 1986, four comunities participated in the
commercial char fishery; Eskino Point, Wale Cove, Rankin Inlet
and Che:terfield Inlet. The first three communities sold their
catch +t«o the plant in Rankin, While the latter sold char to
their lcc-al plant.

The lant in Rankin and the plant in Chesterfield are the
only reqgistered processing plants in the region; as such they
can marhket fish Territorial bexder. However, when marketing
beyond the Territories border. However, when selling outside
the Territories they must by law sell to the Freshwater Fish
Marketing Corporation, a crown corporation established to narket
the product of freshwater fishernen. Accordingly, nobst of the
char received by these plants was sold to FFMC in Wnni peg.

Whilce char production has increased in the last five years,
it is still far short of the potential allowable quota in the
a short

hampered by |
' ¥
season and bad weather. The fishery concentrates on anadromous

region. The summer commerci?l fishery .s

char population:s which run down to the sea in spring and upstream
toi freshwater in the fall. The federal Departnent of Fisheries
and Cceans has assigned quotas to each river system in the region
whi ch supgort char populations. The open-water season runs for
a maximum of six weeks from md-July to the first week of
Sept enber . Poor weather, especially high winds, can significantly

reduce the fishing effort in this period.
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The large wajority of fishermen operate 18- to 22— foot
canvas boats with low power notors (50 hp or under). These
* canoes cannot operate in extremne weat her condi ti ons;
addi tionally, outlying quotas between communities cannot be
t aken using such equi pnent.

A small nunber of fishernen operate longliner vessels from
35 to 45 feet in length. These boats can wthstand nuch nore
severe weather conditions than the smaller freighter canoes.
Presently, one longliner in the region is outfitted as a
freezer-packer vessel. The owner regularly fishes the Ferguson
River quota, which is the largest single quota in the Keewatin.
In the summer of 1987, an alum num freezer/packer vessel wll
be in operation out of Coral Harbour to harvest quotas from
the Thowsen and the Oeveland ‘Rivers on the north shore of
Sout hanpton Island. The char harvest from these two rivers wll
effectively “bring Coral Harbour onto the commerci al fishing
scene. {

The ~'reposed Facility

JPH proposes to construct a new processing facility in Rankin
Inlet to handle fish, caribou and marine mammal products. The
new facility wll be approximately one third the size of the
old Rankin Inlet. The new blart wll be ‘designed to pperate
in the uvinter season and thereby provide a reliable market to
fis‘hermen and hunters through the w nter. '

Wth 3000 square feet of floor space, the plant wll include

Lo e .
a holding freezer, a blast freezer, a ccoler, an ice ched, dry

st or age ,]x:{.'ea, conpressor and furnace room an office and a
} : . .
smal | rci a1l outlet. The processing area will include the snoker,

filleting area and nmeat cutting area.

|
5
1



-35

As the governnment plant wll cease operation after the summer
of 1987, JPH will bid on the equipnment which can be sal vaged.
Conpr essors, stai nl ess steel tables, a new bandsaw, vaccuum
packi ng equi prent, and assorted equipnment wll be available
when tile plant closes.

The Marketing Plan - Snoked Char Production

The Departnent of Econom c Developnment and Tourism has pro-
posed to initiate a marketing plan for snoked char, wth the
intention of snoking nost of the arctic char which is exported
beyond the Territories. Wth this policy in mnd, JPH proposes
to enl er into snmoked char production on an expanded basis;
therefore, this proposal inclddes a trai rl]‘i_[]gl__ggwmpgnent wher ei n
a competent snoker will be hired to assist in the production
of high guality snoked char products. Both cold snoked and hot
snoked products will be included in the product I|ine.

Local Markets

A limted local market exists within the Keewatin for country
food products. Wile the potential market is obvious in settle-
nments with large non-Native segnents of the population, there
is a strong demand for sug:h products on );a seasonal ba!‘sis anong

the notive popul ation. In Repulse Bay, a predomnately Inuit

commur: i ty of about 300 people, the loca co-op sold five thousand

]

'poundsr of char in three nonths during the winter of 1985/86.

B) IM 'ESTMENT REQUESTED FROM NEDP
Th { funds requested from NEDP will be used to construct
a fool br ecessing plant which wll handle caribou neat, fish,

and m:' taaq (whale skin and bl ubber)

Kl
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The f uncls will also be applied in a training conponent in which
the ownc r/operator W ll. be instructed in techniques for smoking
arctic :har. ‘[’he production process will vary wth product.
Wth caribou, the neat wll be butchered accord i ngi’standard /.
primal .nd retail cuts for sale to hotels, restaurants and the
genera 1 public. Snmoked and dried neat ( jerky) will also be
produce: ! .

Smol»d char production will involve processing two products;

a premim ccld snmoked product (lox style), and a hot snoked
product. The cold product requires three to four tinmes |onger
to prodices; in this process, salt application cure’‘he flesh
and no hieat is applied. The cold snoking process’ smoked product,
red flesh must” selected which is firm (not soft), unmarked by

-

net or knife or danmged in any other way. Off-colour, bruised

or cut 1 lesh will reduce the price received for the product.

The hot‘ smokix@lg process can utilize slightly soft char,
off colc or slighfly bruised. The process requires six to seven
hours; while tile flesh is brined, heat is applied to cook the
flesh, ~s opposed to the cold snoke nmethod in which salt cures
the meat. Wile the hot snoked product cannot comrmand as high
a price, the capacity of the process to use less than top quality
char mal-s it a valuable prodiuction nmet hod. :

The governnent plant in Rankin produced a good quality
hof-smok:d product in 1985 and 1986. In the wnter of 1986,
the f ormer manager of the plant assisted JPH in processing
hot-smok~d char. This product was sold within the territories

during 1:11? summer, fall and winter of 1986-87. A ‘nenu for

hot smokcd production is included in the appendi x.
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An in] 1ovative ice harvesting system will be applied in this
project. A nodified rotavator wll be used to till ice from
a frozen lake surface. The ice aggregate wll be loaded into

an insulated grain bin. Technical details and a copy of the
report on initial trials can be found in the section on required
i nfrastructure.
I nvest ment bj ectives
1. Construction and wupgrading of infrastructure for caribou
and char processing.
2. I mpl enentation . of an alternative technology for ice
har vesti ng.
3. Devrlopment of snoked char products of sufficient
gquality for an export (southern) market
4. Training Inuit in food handling and processing.
5. Upy: ading the managenent skills of the current owners
of ¢ he companyj
6. Pen-tration of the southern snoked fish market.
7.  Pro-ision of a cash market for hunters and fishernen

in he region.



C ) MARKET AND CLI ENTELE

Cient ¢ le

The plant w11 serve a donestic market and an export narket.
The domestic market s conposed to two groups: residents capable
of ha i esting their own country foods, but willing to buy selected
products, and residents who are restricted from harvesting by
law or lack of access.

"he first group of the donmestic nmarket is conposed primrily
of Inuit who supply their needs for fish and meat through their
own el lorts but are restricted by tinme or seasonal or geographical
scarci ly. For those who regularly hunt, specially itens such
as smoked char and dried caribgq‘ will be items which they cannot
produc. thensel ves throughout nost of the year.

The Inuit (Native) nmarket is surprisingly large; estimated
demand for caribou in this group is three per person per year
(Popul ‘tion Models for the Beverly and Kamnuriak Caribou Herds

Resu'its of the Novenmber 1985 Workshop). However, actual harvest
in 1985 was estimated at 1.1 caribou per person (1985/86 Annual
Report — Beverly/Kaminuriak Caribou Managenment Board) . Thi s
| eaves an wunsatisfied demand of over 9,000 animals for 1987

i

!
(see table 2 ), : ! f

Rsidents restricted from harvesting by law are non-Native

Fesiden ts who have lived in the Territories less than two years.

For such residents, southern tastes wll dictate cuts of caribou
simila: to these in whhich beef and pork are sold. For this
non—Inui‘? market, presentation wll be a very inportant factor.

The ment Will have to be free of hair and bl ood and packaged
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prohibic the export of car i bou neat from the comercial quota
beyond the Terrvitories. The Freshwater Fish Mrketing Corporation
has monopoly rights of purchase for all fish exported out of
the Territories while this is a guaranteed market, better revenue €)
may be i1eceived by smoking char and marketing the product w thout
goi ng through FFMC.

The export market for snoked char is targeted for Ednonton,
W nni peg and 7Toronto. Snoked char has never been marketed in
these cities on a concerted basis; however, in the sunmer of
1987 the Departnent of Econonmic Developnent and Tourism Pplans
to conduct a test market in these cities. Wth two direct flights
a week, Wnnipeg is a market very close to Rank”n Inlet. Snoked
tullibee and gol deye are steid‘}/ sellers in Wnnipeg, next to e 2

both cold and hot snoked sal non on supermarket shelves.

Goods and Services
¥

;\4{ Th~ company will provide the followi ng goods and services:
v/i) smoked char products to a Territorial and export ( southern
Canadian) narket
//é) fresh whole char to Freshwater Fish Marketing Corporation
\/g) fresh and frozen char products to the Territorial market
v4) marine mammal products toqthe regional and Territorial farkets
N/%) retail cuts of caribou and processed ‘ vibou Productt o

l‘the regional and Territorial markets

\/6) char collection service to fishernen working outlying gquotas

ST ) brok: r service for intersettlenment trade products

//8 ) supp ltés to fishernen selling char to the plant operation
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These goods and services are discussed bel ow.

1) Snoked char products

The plant wll produce hot and cold snoked char products
for regional, Territorial and southern markets. Col d snoked,
lox style char products will be developed from the best grade
char which the plant can purchase. This product wll probably

account for twenty to fifty per cent of the total snoked char
producti on. Production of cold snoked char wll drop in wnter
when the landed char tend to be in poorer condition, and rise
in summer Wwhen fresh production yields a high grade |anded
product . Wiole sides and fillet pieces wll be the form in
which tile cold snoked char are narket ed. ‘

The cold snoked product re‘q‘fxires three to four times [onger
to produce; in this process, salt application cures the flesh
and no heat is applied. The cold smoking process is nore
difficult than the% hot snoking process. To produce a conpetitive
cold smoked product, red flesh nust selected which is firm (not
soft) , unmarked by net or knife or damaged in any other way.
Off-colour, bruised or cut flesh will reduce the price received
for the product.

The hot  snoking pro;é,ss can utilize’) slightly soft char,
off color or slightly bruised. The process requiresj six to
seven hours; while the flesh is brined, heat is applied' to cook
tlhe flesh, as opposed to the cold snoke nethod in which salt
cures the neat. Wiile the hot snoked product cannot comand

&

a price, the capacity of the process to use less than

}
top quality char nakes it a valuable production nethod.

as high
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Hot snoked char wll be produced from |ower grade char,
slightly soft or bruised and discolored. Hot snoking is |ess
time consuming than cold snoking, and the products wll command
a lower price but at a |ower production cost. Hot smoked products
will be marketed in whole sides, trimred fillets, chunks.

The government plant in Rankin produced a good quality
hot - smoked product in 1985 and 1986. In the wnter of 1986,
the former manager of the plant has been assisting JPH in
processi ng hot-snmoked char. This product was sold wthin the’
Territories during the sumrer, fall and wnter of 1986-87.
A “menu” for hot snmoked production is included in the appendi x.

Smoked char products wll constitute the nost inportant

$

product 1line in the plant operat,ier}\.
2) Fresh whol e char exported to W nni peg

Territor'i al fish producers are legally bound to sell fresh
whole char to thé Freshwater Fish Marketing Corporation in
W nni peg. In the summers of 1985 and 1986, fresh whole char
were sold on a trial basis to the corporation from the plants
in Rankin Inlet, Chesterfield Inlet, and Canbridge Bay. At
$4.00/Ib and a freight subsidy, fresh char production is far
more lucrative than frozen gﬁar production. » The plant quration
will concentrate on fresh shipment to Wnnipeg, and Sﬁ?ke any
fi:,sh whi ch nmust be frozen.

The biggest hurdle with fresh char production is the distance

fromthe rivers to the plant, and weather problens Which delay
|

{



delive t-y. Char shipped to Wnnipeg fresh nust be in very good

O e td o
e
' f,v,-a.

3) Fresh and frozen char products for the Territorial market L
r“.:,»;‘”“'/

Fresh and frozen char products can only be sold legally

condition for delivery to the up-scale restaurant trade.

W thin the Territories. Because of seasonal availability, fresh
char may not sell in Yellowknife because supply cannot be
guarant.ed. However, the. tourist demand in Yellowknife during
August may be leverage to work with in pronoting fresh char.

Frozen char products can be marketed in Yellowknife for

a higher return than that shipped to FFMC in Wnnipeg. However ,

only a limited supply wll be available due to the concentration
TR ™

on smoked char  production. The price for frozen char received

in the region and Territories will have to equal the price offered

by FFMC (minus freight) before the frozen char market in the

. . . ¥
Territories will be pursued.

4) Marine manmal products
Seal and walrus neat, as well as mugtug, wll be marketed
primarily to the regional Inuit narket. Al  products wll be

processed to famly neal s_iz‘é portions and \'{acuum packed.} Mugtugq

t

is a big seller in Baker Lake which has no access ta marine
f

mammal resources and in coastal comunities during the winter.
|

5) Caribou products

Conmekr ci al quota caribou will be purchased and processed
{
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into retail cuts for the hotel and restaurant trade. The
standard product line wll include chops and steaks (shoul der
bl ade, rib chops, loin chops,’ sirloin steak, whole round steak),

roasts (shoulder blade, round, rib, short loin, sirloin tip),
and sides  (trinmed hinds, trinmed fronts, trimmed  sides)
processed products wll be produced: ground neat, stew neat,
sausage and sal am . Jerky and dry nmeat will also be sold.

The plant will also offer a custom butcher service to cut
up caribou harvested by local hunters in Rankin Inlet. In the
Keewatin there is presently no private facility in which the
harvest from the comercial caribou quota can be processed.
Effective use of the quota will require an adequate facility.

6) Collection service to fisherméw

The> collection service wll be part of a larger fishing
operation performed to harvest outlying quotas using the conpany’s
48 foot~1ongliner{ The vessel wll be used to harvest outlying
quotas inaccessable to skiff fishernen, and to collect char
from fishermen harvesting renote | ocations.

Th« conpany’s longliner will be outfitted as a freezer/packer
vessel 1o hold and transport fish to the plant. The investnent
in equipment will be recovqggd through the increase in' revenue

‘ A
generated by exploiting previously unharvested stocks of char

i
7Y Broker service for intersettlement trade
The devel opnment  of intersettlement trade in the Keewatin

regi on hasg been hanpered by lack of both infrastructure and

t



organ i = at ion. Inter settlement trade quotas allotted for Rankin
Inlet, Wale Cove and Eskino Point prohibit direct sale of the
nmeat ; rather, the harvest from these quotas (as opposed to
comercial caribou quotas) nust be bartered for other itens.
Other commodities such as soapstone and ivory are variously
in surplus in some communities while lacking in others.
Jiil proposes to offer broker services to hold and trade

such comodities on a commission basis for organizations and

i ndi vi dual s. Goods would be held on consignment until the desired
trade itens becone avail able. The transaction including freight
and delivery wll be handled by Jpri. Conmission charges wll

be cash or an actual portion of the trade goods.

Th.» plant facility offers™ ideal infrastructure to hold
both food and non-edible conmodities. Its location in Rankin
Inlet « ffers a central point of storage and excellent access

by air to other ‘communities. As well, the JPH transportation

service can deliver directly to other communities.

8) Fisli'rmen's Supplies rwf~dé nemn
A« the major buyer of fish in the region, the company will

carry a line of fishing sugplies including nets, anchorg, tubs,
a 13

etc. which will be supplied directly to the fishermen. Presently
there i no regional supplier which carries all the itenms ‘required
| . . .

by fishoermen. JPH wll approach the major net supplier, Lakefish

¢ ets

Net and Twine (Leckies), for an exclusive dealership ‘or

in the re%ion.
i
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Producti on Volunme - Arctic Char

G Hi storical Production
In 1986, the present plant in Rankin Inlet processed
approxi mately 27 thousand pounds of arctic char. presh (unfrozen)

production was 11,000 pounds, frozen shi pnent totalled almost
14,000 poinds and 2,000 pounds of char was snoked.
The Rankin Inlet received char from three communities in

the following anounts:

Rankin Inlet: 6, 000 1lbs

Whale Cove: 14,000 lbs

Eski mo Point: 7,000 1bs
NNy

Historical production from the plant isS shown in table.
Territorial production from 1975 to 1986 exported to the south

ranged 1 om é low of 72,00,0 1bs in 1975 to a high of 283,000
in 1977. Si nce 1583, production has varied from 114,000 to
150, 000  pounds. The Rankin |Inlet pl ant increased  export
producticon from 8,867 pounds in 1983 to 34,529 pounds in 1985.
This production declined in 1986 to 22,799 pounds. This decline
is attributed to conpetition from the new fish plant in
Chesterfield 1Inlet, and the? failure of fishermen to exploit
the Corbett Inlet and Ferguson River quotas.

Potcential Production

1]

The potential char production jn the Keewatin far exceeds

the actunl catch The available quota in the region is 180,000

f -_ - . .
pounds ("ffssed weight) ; this figure does not include systens
currently  under test fishing evaluation. Thi s pot enti al

production
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is not acheived due to conditions noted above in the descrip-
tion of the Keewatin commercial fishery: under-capitalization,
inefficient gcar, and severe weather conditions.
S-veral developnents are under way to alleviate these
problemns:
1) operation of a new freezer/packer vessel in the region
in 1987
2) increased catch efficiency through an expansion of weir
fishing
3) use of collector boats to bring catch from outlying
areas to central |ocations
In the next three years, a mninmum target of 55,000 pounds
production car: be achieved by <€ully utilizing the nts bet ween
Rankin Inlet and Eskino Point. The nost easily accesible quotas
can produce anmpbunts in excess of 55,6000 pounds: Baker Foreland,
Corbett Inlet, wilson Bay, Pistol Bay, M stake Bay, Ferguson
River, Copperneedle River, Sandy Point, and Eskinmp Point (see
table 6). This 55,000 target is the mninum required in the
break-even analysis for the plant operation (see the Break-even
analysis in the financial analysis section).

Produc! ion - Cari bou 5
t {

- %

There are four major caribou herds iﬁ the Keewatin region;
the Kawinuriak, Beverly, Wger Bay, and Melville. A commerci al
cﬁuota has been assigned to the last two herds; this quota is
divided anong three comunities: Repul se Bay (200), Chesterfield

|
\



Inlet (100) and Baker Lake (50).

Rankin Inlet, Wale Cove and Eskino Point have access only
to the Kaminuriak and Beverly herds which have no conmerci al
quot a. The herds are managed under the auspcies of the Caribou
Management Board, which is conposed of Native representatives
from the NWT, Saskatchewan and Manitoba, as well as governnent
represcntatives . The Natives from Saskatchewan and Manitoba
oppose comercial quotas for the herds; NWT representatives
are still pressing for such quotas.

Belore 1986, only Repulse Bay has exploited their commercial
tags for caribou. Sales were limted however because of poor
present.ation and |lack of narketing. The | ocal coop purchased
nmeat directly fromthe hunters; _vt‘he coop then supplied government
supported institutes such as the transient center for out-patient
in Churchill‘ and W nni peg.

In the winteul': of 1986-87, JPH purchased caribou from the
comrercial harvest in Baker Lake, Chesterfield Inlet, and Repulse
Bay. The meat was processed into retail cuts and dried neat.
Sales were very g@good in Rankin Inlet, wth limted sales to
hotels and retail outlets in the region.

Production from the commercial quotas is linmted by the
difficulty of harvest fo;" Baker Lake ahd Chesterfield Inl et
hunters. Access to the \Wager Bay herd from these two communities
gan be difficult due to the distance of the herd. However ,
both communities succeeded in harvesting half their quota
allottment in Decenber 1986 and January 1987, with organized

!
hunts, the full quotas for both these conmunities can be taken.
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Repulse Bay has no problem harvesting its quota due to

the proximty of the herd to the conmmnity. However, for the

plant operation, timng of purchase of the harvest is inportant.

Fish and caribou cannot be processed at the sane tinme in the

pl ant . During July, August and the first two weeks of Septenber,

char  production will prohibit processing caribou. However ,

caribou can be purchased, frozen and stored for processing after
the char production has finished.

Fall is ideal for quality of neat, but Chesterfield and

Baker 1l.ike hunters require snow cover to travel to the Wager
Bay herd. The earliest access for these hunters coincides wth
mat i ng; at this tinme, only the fermales and vyearlings can be

harvested as the males have acquired a bad taste with onset
of rutting. Unless the Chestgrfield and Baker Lake hunters
can access the herd earlier, only females wll be purchased
from these two communities.
i

Markets — Arctic Char
Limitations

The Northwest Territories is legally bound to sell its
fresh ana frozen dressed and filleted char to the Freshwater
Fish Morketing Corporation; 1this nonopoly applies to all such
product which crosses the T'N;NT bor der . Within this boroier, t he
plant can sell directly to any buyer.

¢
Moy Ae
i As a product of secondary processing, snoked charf'l/sfexenpt

2

ey

P
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to this nonopoly outside the NA border. Currently, no snoked
char produced within the Territories has been narketed beyond
the border. The governrre.r;tu plant in Rn/akin has produced snall
volumes of snoked char for the |ocal, /“regi onal and Yellowknife
mar ket s.

The Freshwater Fish Marketing Act provides an option for
Territorial negotiation wth the Board of Directors of the
Corporation to enter into a special arrangenment whereby small
or specialized fisheries can be excluded from the nonopoly.
If the Territorial governnment concluded such an” agreenent for
arctic char, producers could expand directly into southern
markets; however, to date the Territorial government has shown
no inclination to negotiate such an agreenent. 1
Assunpti ons .

The market analysis and projections as reflected in cash
flows are hased on the proportion of sales of the Issatik Food
Plant in the summer and fall of 1986. W believe this to be
a minumum estimate because the plant:

1) put very little effort into marketing within the

Territories
2) produced only a limted amount of snoked char

3) concentrated on expo%‘t of fresh and frozen product

k , !

to FFMC in Winnipeg”
In fact, we consider the narketing performance of the plant

ih l~8,9(,/to be a “worst case” scenario; if JPH can profitably

N . . . .
run an operation based on this performance, the inplenentation

!

{



of th' proposed marketing plan will further increase the
profitability and viability of the business.
Analysi

Fishwater Fish Marketing Corporation

Wil e the corporation is a nonopoly buyer, it is also legally
bound 1o buy whatever producers can supply. In this sense,
FFMC | ovides a guaranteed nmarket to the producer. However ,
a price decline from about $3.50/1b to $2.50/1b in 1985 caused
the Territorial governnent ot introduce a freight subsidy for
char. Since 1975, the price has ranged from $1.58 to $3.41
(see t.hle 3 ). FFMC provides a guaranteed ‘market for char,
but pri e may decline as supply “increases.

Th corporation bought frozen whcle char for $2.50/1b and
fresh v hiole. char for $4.00/1b in the sunmer of 1986. Last summer
was th second season for fresh char shipnent to Wnnipeg. The
demand is strong, but supply seasonal. The corporation can
sell al 1 the fresh char is receives.

Territorial Market

Within the Territories, the market is strong for snmoked
char  throughout the year g The regi onal mar ket is‘ . strong
seasonal | ly H ' '
when access to stocks is limted;, winter, spring and fall *break-up
ske strong demand for retailed char. The Repulse Bay coop sold
2300 kilograms locally in the winter of 1985/86 when access
to char stocks was limted by ice and weather conditions.

In Hugust and Septenmber of 1986, the Issatik Focal Pl ant

had sa'! 5 of alwost $8,000 for snmoked char within the region
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and in Yellowkni f e Very little pronotion was invested for
t hese sales, which certainly could have been larger if the product
had been pronoted.

During this same period 1600 pounds of frozen whole and

filleted char were sold out of the region, nostly to the

restaurant and hotel trade in Yellowknife. Qutside of Rankin,
there was no demand for fresh char. Again, for both fresh and
frozen [roducts, no sustained effort was nade to pronpbte sales
within [he Territories after an initial marketing trip to

Yellowkni fe.

Smoked Char — Export Market

Included in the proposal appendix is a copy of a study
of the market potential for snoked arctic char in ,southern Canada.
W summarize here the inmportant -peints from that study.

Arctic char has a reputation as a gournmet item in the sane
class as Pacific salmon, fainbow trout,/lobster and crab. 1,
has historically Qeen hot—smoked”“by””speéiaiizéd fish snokers;
cold smoked char is a relatively new item which has gained nore
exposure since the marketing study was conpleted. In the late
1970's poor quality arctic char from Labrador entered teh southern
mar ket and consequently reduced the demand for all char. Si nce
that time, the market has bsen rebuilt thrgugh car ef ul gradi ng,
quality control and rrarketing efforts by Fres)hvvater Fi sh Marketing
Cor por ati on. i

| canadian per capita consunption of snoked and cured fish
products is O.66 pounds per year*. Eighty per cent of snoked

fish prodyction comes from the Atlantic provinces while twenty

per cent driginates in the Wst coast. Wth restrictions on

49
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traditional snoking salmon species in 1975, BC sal non snokers

expanded into producti on using alternate species. Ki ngfi sher

w0
{ e

Eoéds‘is | ooking seriously into cold snoked char; the conpany
smoked char from the Issatik Food Plant for the Territorial
exhibition at Expo ’ 86.

Market location and species preference are determned by
a nunber of factors; two of the strongest determnants are
proximty to a fishery and ethnic or cultural pr ef erences.
Wnnipeg is close the large Lake Wnnipeg fishery which produces
lygée and goldeye which appear in whole snoked form on | ocal
super mar ket shel ves. Snoked salnmon in both cold and hot snoked
forrg are also retailed in large supermarket chains in the city.
As %II, W nnipeg is home to a ldige Jewi sh popul ati on and people SfALMM‘
of German descent whokprove a strong market for lox style cold

snmoked {ish. -

Arctic char i;s a unique species that has market appeal

as a product distinct from sal non. Snoked char nust be
. oW : : ,

consistentidn quality; packagi ng, presentation and color are

very important in the southern market. Wth proper preparation

and presentation, Northern snobkers can carve out a narket share

sufficient to absorb our relagively small production:
ot H

*’ Canadi an  Mar ket Pot ent i al for Snoked Arctic Char’ report
prepared for the Departnent of Econom ¢ Devel opment and Tourism

NWT. DPA consulting Ltd. June 1980.



Markets - Cari bou
Limta tions

The NW WIldlife Act prohibits export of neat from the
comrerci al quotas for gane. While the private sector is putting
pressure on the Territorial government to repeal this prohibition
the prcsent regulatory environnment confines sales to Territorial
market::. The market analysis is therefore confined to an

exarination of markets within the Territories.

Assump! i ons

The regional nmarket is structured according to residence
and et hinicity: resident non-Natives, non-resident non-Natives,
Native?, and visitors (see tables 1 & 2 ). Resident non-Natives
are those who have been in the Territories for tw years or
| onger and have the legal right to hunt caribou. In the Keewatin,
we assuune eighty Qer cent of the non-Native population is resident
(estimte taken from statistics for a five-year period 1981
to 1985). Non-r esi dent non-Natives are those who have |ived
in the Territories for less than two years and are not able
to hunt: from the same statistics we assune that at any point
in time twenty per cent %f t he regional.! non—Nati ve Ropulation
is non-resident. The hhf}ve population' i's exclusive]y [ nui t
with access to caribou limted only be seasonal abundance and
distribution. The visitors are those who have entered the regi on
for a snort tinme for business or recreation.

The jentire non- Native population in the Keewatin for the

1
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base vecar 1985/86 is 554. The resident demand for caribou

was del ermined on the following basis: we assune fifty per

I -

cent would eat caribou neat regularly; of those consuners,
fifty j»»r cent would purchase neat as opposed to hunting. Denmand
over a five-year period was determined to increase as a function
of population increasing at a rate of nine per cent per year.

Th« non-resident non-Native demand was determ ned by assuning

fifty jper cent of that population would choose to eat caribou

meat; of these consuners, one hundred per cent would purchase
as they cannot legally hunt nor would possess the |and skills
to hunt. For both non-Native groups, we assuned that they would
consunme the national average volunme of red neat: 38.25 kg/year.

The Native demand was determined as previously nentioned,

3

conparing harvest statistics of 1.9 caribou per person per year
R S

against estimated need of 3 caribou per person per year. Thi s ;/
Tr—— T}

] )
| eaves an outstanding demand of 1.8 caribou per Native person

@

per year. W assumed 35 kilograns as wusable neat from one

L}
v

caribou.
The visitor market was estimated on the basis of an average
three day stay where .1 kilogram per day of caribou neat would
be consuned. The visitor demand is a part of the hotel nmarket
but not the entire nmarket provided by that industry: gover nnent
workers within the region ;?nake up a signfiicant portion'_!‘_ of the
regiona I hotel clientele. The visitor rate was assuned .to grow
a«? a rate of three per cent per year.
Anal ysi s
Native (Inuit) Market

|
Th» N‘ative (Inuit) nmarket demand is the largest of the
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regiona | markets. The size of the nmarket is a function of the
perceived "need" of the Inuit for caribou meat, which is roughly
three times the national average denmand for red neat. However ,
harvest statistics indicate that actual harvest only neets one
third of the demand and therefore there is considerable room
for expansion. Over a five-year period from 1987 to 1991,
project~d unfilled demand increases from 310,000 Kkilograns to

437,719 kil ograns. This is far nore than the present commercial

guota c.n satisfy.

Th + Inuit demand for retail caribou will be seasonal, highest °
when access is low and |owest when the caribou are wthin easy
reach . The time of greatest demand wll be January, February
and ea: Ly March, especially for the southern comunities which
rely onr the Kaminuriak and Bev&®ly herds. These herds mgrate
to the treeline for the wnter and nove north again in late
March and early April to spend the sunmmer in the Keewatin.

A strong mariket exists in the wnter for dried caribou
neat . Enviroumental <conditions and limted ~caribou supply
conspir~ to severely restrict the amount of dried caribou

availabl'e. In the winter of 1986/87, dried caribou noved very

quickly in the JpH country food operation.

Presentation and packgging for the :Inuit market, is not

. % ‘
critical. Cuts of nmeat which the non-Native market would find
aesthetically ddispleasing will nove nore easily anong the Inuit.

Hcgwever, to maintain a reputation as a producer of consistent
quality, JPH nust reduce or elimnate cuts or presentation which
the non-Native nmarket would find offensive, especially where
no attmnp‘t is made to physically separate itenms intended for

t he



Inuit market and itens ainmed at the non-Native narket.

N n-Native Market

This market is conmposed of two segnents, the resident and
non-resident demand. The resident market is largest in vol une,
but the non-resident provides a larger market per capita. This
is because non-residents cannot hunt and therefore nust purchase
their meat, thus a larger proportion of non-residents who would
eat coi ibou nmust buy it.

The non-Native demand increases from 6,928 kilograns in
1987 to 9,780 kilogranms in 1991. (see table 2 ) W assunme this
market will follow the national trend away from beef and pork 5
toward: food with less fat; caribou neat can do well here, since
it is very low in fat and high in protein, iron and other
nutrients. ° For this market, the nutritional value of caribou
must b~ promoted. ¥

Despite the nutritional value, the price of the neat to
the consumer nust be conpetitive with beef. This market is
relatively nmore discrinmnating than the Inuit narket in its
concern for packaging and presentation. The nmeat nust be
presented in cuts equivalent to those in which beef can be

b
pur chased.
‘ Sausage and salami should nove w1l in the non- Nat i ve mar ket ,
gs these itenms are presently wunavailable, just as dried neat
is limited for the Native market. Processed products presented

in familiar rorm will have a great deal of narket appeal for
}
t he non-Native segnent.

llotel and Restaurant Market - Regi ona

The food service industry in the region catered to 5000



visitors from the region in 1985. As hotels have not previously

served caribou or char to. their guests, W have estimated a

relatively low demand, in fact the lowest of the regional
markets, for this sector.” However, wth a mjor push in the
Keewatin in the direction of tourism, We consider our estinmates

for this market to be conservative especially “"*“''g ‘he
noderate rate of growh, three per cent, which we have assigned
this sector.

Given these assunptions Wwe predict an annual denmand of

1,545 kilograms of caribou neat in 1987 increasing to 1,739
kilograms in 1991 in this sector. The products for this market
will have to be excellent in cut, appearance and packaging.

We can assune Seasonal demand, -with a peak in sunmer (July and

August) and a low in winter (December, January, February) months.

If the demamnd remains 10W JPH should have NO problem providing

a steady supply of jproduct to this sector.

Hotel and Restaurant Market - Yellowknife

This market has not yet been approached directly with caribou
product s. This will be the nopst demanding Territorial narket;
a nunber of “white table cloth” restaurants serve the Territorial
capital catering to an up-se‘?le clientel e ‘;In return forlproduct
excel | ence, JPH can expect?better return for their product than
they would find the Keewatin. However, only the best ‘line of
cJts can be marketed in this sector; the limted supply should
match an expected limted dermand.

Sinceg JPII has not yet obtained any narket share in

Yellowkn ife,
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no estimtes of demand in the sector have been nade. Furt her

di scussion of this market will be found in the marketing plan.

Marketing Pl an

Arctic Char

JPii plans to focus its effort on developing snoked char
products and export these products to Wnnipeg and Ednonton.®
The company W ll nmove away from frozen whole char production
into smoked fish production. The following synopsis outlines

the marketing plan:

Phase 1 Product Developnent Spring and Sunmmer 1987
Thiough the spring and summer of 1987, JPH wll work wth

the Departnment of Economic Developnent and Tourism to devel op

a cold snoked, lox style char product. The hot snoked product
wll be refined y for consistency in £flavour and a package
presentation devel oped. Records wll be kept of each batch
whi ch is produced to conmpare and vary the process until a product

is developed which satisfies both taste, texture and aesthetic

appeal .

Th:'se products Wl bei devel oped vvitr] aid of a conpetent
snmoker hired for th.spring and sumer t‘o work with I*"lJPH, as
well as occasi onal assistance of food consultant Harry Bairn

off Edmounton, Al berta. The past experience of two former nanagers

of the sugker facility in the plant.

i
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Phase 2 Test Marketing Summer 1987
W th support from Econonic Developnent and Tourism  JPH

will tes mar ket snoked ‘char products which result from the

devel opment stage in the Keewatin, Yellowknife and Wnnipeg.
Wth the devel opnent of consistent hot and cold snoked products,
sanples wll be packaged in small cedar boxes for distribution
to restaurants and specialty food stores during a narketing
trip to Wnnipeg. Buyer response will be evaluate and changes
to the product nmade accordingly.

Th~ marketing trip will be preceded by pronotional material

sent directly to the prospective buyers. Meetings wll Dbe

pre-arranged,

and sanples delivered in person to each potential’ buyer. Reaction
to the product will be solici ted“a?ter delivery of the, sanples.

The” marketing canpaign in Wnnipeg wll be preceded by
trial marketing of the product in the Keewatin. Hotel s and
restaurants in thé region will receive sanples of the products
and their reaction gauged. Based on the reaction of the |ocal
food scrvice sector, changes to the product wll be nade prior

to the —ampaign in W nnipeg.
A package wll be developed for pronotion of the products.

This wi 11 include a colour *brochure and list of products. Noon

hour cooking shows in Wnnipeg will be contacted for appearances,
¥

or product promotion.
!
Phase 3 Retail Market Penetration e) all 1987 Winter 1987/1988

All ernative 1 Sale to Large Retail Chains

i
A large retail chain store will be approached to retail
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the product exclusively if a favorable contract can be arranged.
Ideally, the contract would run from six nonths to a year during
which the retailer would have exclusive rights to nmarket the
products: . JPH would retain the right to sell directly to
restaurants.

Alternative 2 Sale to the General Retail Food Market

If a favorable contract wth a single distributor cannot

be concluded, or proves unsatisfactory at the end of the contract

period, the general nmarket wll be approached in Wnnipeg for
direct supply of smoked product out of Rankin Inlet. Thi s
alternative will be chosen over the first on the basis of offering
price. Both strategies may be pursued where the Prenmium cold

4

smoked product is marketed through an exclusive distributor,

B

and the not-snoked char products will be narketed generally.

Phase 4 Devel opnent. of a Mail-Order Market Wnter 1988

A mail-order Erar ket for snoked char wll be tested on a
limted hasis in Yellownife during the winter of 1987/88. After
a three nonth trial period, the program wll be evaluated and

modifications made for penetration into Wnnipeg and Ednonton

on a limited basis. The product will be pronmoted through 1local
3

magazine:  directed specifically at Winnipeg and E&monton,

newspapers and periodicals. Food editors of local periodicals

Wi }l be <ontacted for pronotion.

Phase 5 l’r?duct Pronotion - Continued Program
Onceo ;the Wnnipeg retail market and mail order markets
(Winnipeg, Ednmonton and Yellowknife) are established, a continued

pr onot i onal proqram will be put in place to keep the products
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nmovi ng. Custonmers wll be regularly contacted and feedback

solicited as to service and product quality.

Phase 6 New Markets - Long Range Program

As developing narkets are established, JPH wll expand
into new areas. Initially other Jlarge Canadian “cities are
targeted, then the eastern seaboard of the United States, and
ultimately the European market. These narkets will be devel oped
over the next three to five years as cash flow inproves wth
the reflection in debt and sales becone steady in established

markets.

Marketing Pl an

Cari bou “x\
The marketing plan for caribou will follow a similiar schene
to that devel oped for snoked char products. Because of regulatory

prohibitions, the programis limted to the Territories.

Phase 1 Product Devel opnent Wnter 1986/87 Wnter 1987

During the winter of 1986/87, JPH worked wth food consultant

Harry bhaim to devel op commiercial retail cuts of caribou neat
: !

for sail: within the Territories. JPH workers received traini ng

in butcher techniques, and other products were investigated:

jerky, smoked meat, and sal ami.

Wrk wll ccntinue in this period towards the devel opnent
of procr:sised products such as sausage and salami. Work wll
cease in ghe sumer and fall of 1987 to allow for char production,
then resume in the early winter of 1987/88.
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Pho- e 2 7Test Market in the Keewatin Wnter 1986/87 Wnter
1948 ;

Prc lucts developed in 1986/87 were sold through the country

food sl.re in Rankin Inlet and to retail outlets and hotels
in othe: Keewatin conmunities. Sales wthin Rankin Inlet were
brisk, bhut nore attention is required for the hotel and retail
markets in other conmunities. These markets wll pursued in

the spring of 1987.

Phase 3 Market Penetration Keewatin Region - Wnter 1987/1988

Alternative 1 Exclusive Rights

As with char, JPH wll attenpt to enter into a contract
for exclusive supply to coops or Bay stores within the region.
Separate contracts wth private,.dealers in each comunity nmay
be concluded if these dealers are established and provide
favourable terns. Ideally, the contract wll specify mninmm
amounts to be purchased per nonth.

Alternative 2 Ceneral Distribution

If a favorable contract for exclusive distribution cannot
be nmade, JPH wll market <caribou products directly to all
retailers within the region. The test market should indicate

whet her his alternative is ’¥i able, that is, if there is enough

demand a'! the asking price. '

Phase 4 Test Market: Yellowknife — wWinter 1987/1988
Prenmium quality products wll be test marketed to retail

outlets, restaurants and hotels during this phase. The products

\



will be personally introduced following a mailed pronotional
canpai gn. Enphasis wi || " be. pl aced on processed products such
as sausage and salam for the retail trade, and cuts of neat

for the restaurant and hotel trade.

Phase 5 Market Penetration: Yellowknife - Wnter/Spring 1988

Results of the test nmarket wll be evaluated and product
presentation and pricing adjusted for penetration into the

Yellowknife nmarkets.

Phase 6 Product Pronotion - Continued Program

Customers will be contacted on a regular basis for orders
and feedback. We assune that Jpuyers of caribou products will
al so be purchasing char; the pronotion program will therefore

run in conjunction with the char pronotion,
r
Phase 7 New Markets
Wien the regulatory environment changes to allow export
of commercial quota gane neat, JPH will initiate a test market
program in the south for high quality, hi gh—prices caribou
products. As our vol une isl | ow and production costs high relative

!
to beef, JPH nust concentrate on a very & scale market if the

south is opened for export. '

t

!
Conpetition

Regi onal

within the region the only other food processing plant
is the rfish packing plant in Chesterfield Inlet. 1986 was their

first snmmer of operation; they exported 3184 kil ogranms of
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fro zen  nd 307 kilograns of fresh char to Wnnipeg. This fish
was purchased by the Rankin plant in previous years. However ,
new sujplies of char have “conpensated for the 1loss of the
Chesterfield supply. Eskino point fishernen shipped char to
Rankin for the first tine 1986; as well, Southampton |Island
will be producing fish for sale to the Rankin plant in 1987.

There is no other commercial snoker in the Keewatin. The
Chesterfield plant deals only in fresh and frozen char and does
not possess snoking equi pnent.

Cavibou nmeat was previously purchased by the Repulse Bay
coop from Repulse Bay hunters; however, lack of facilities
and equipnment forced the coop to market a poor product which
noved very slowy. The <coop acted only as’ a supplier of
carcasscs; no retail cuts or processed itenms Were produced.

Territorial Conpetition

Out side the region, Canbridge Bay and Igloolik export char
to Freshwater FisH Marketing Corporati on. Pangirtung may enter
this market in the sumer of 1987 Canbridge Bay is by far the
| argest exporter; in 1986 the plant exported 5542 kil ograns
of fresh and 36312 kilograns of frozen char to Wnnipeg.

Igloolik production is relatively insignificant.

Ulu Foods in TInuvik §is the single conpetitor ,in the
Territories for snoked char and retail cuts of cariboh meat.
However, they nave not entered the export trade for snnéed char
aAd ha:e not yet expanded their operation to Yellowknife.
Yellowknife is a relatively undevel oped market for these itens
and should absorb a sustained supply from both Inuvik and Rankin

i
I nl et.



A char smoking operation nay be starting up in Igaluit,
but the antic ipated Si ze-0f the operation is small. Their
south er 1+ market would bé | Montreal and Otawa, geographically
separate from our planned southern market.

Sout hern Conpetition

Only the Northwest Territories and Labrador can supply

arctic char. In the south, char inevitably w nds up conpeting
agai nst West coast sal non; however, in Canada char is recognized
as a product similiar to but distinct from sal non. Certainly,

smoked char production in the south is very low and the product
is very difficult to find. If we market snoked char as distinct

from snoked sal nron, we should be able to avoid direct conpetition.

However, conparison W ll inevitably be drawn, therefore the
™
marketing strategy wll have to enphasize the wunique qualities

of our products.

- e

-
-



D . COMMERCIAL V| ABI LI TY

Multi-year pro forma cash flows for a five year period are
attached in this s ectionn The first year represents cash flow
by month, the second year by quarter, and annually for the |ast
three years. Balance sheets and profit and loss statenents are
provided for the first tw years. Assunptions and details
supporting costs are discussed for each series of projections
month ty,quarterly and annually.

Also attached are financial statements for the 1986 operating
season of the Issatik Food Plant when it ran as a G\W enterprise.
A Dbreak-even analysis acconpanies these statenents; the analysis
point out neasures to reduce the costs and ,thereby reduce the

amount of char volunme required<for a profitable business.

Year One — Monthly Projections

projections in year one of operations, 1987-1988, are based
on actual produ}ction figures observed in the sunmer of 1986
for tile Issatik Food Plant, and for the operation of Kal's Country
Foods, the retail outlet of the JPH country food operation.

Char production was estimated as Swpounds annually;

i }

this estimate is based ci] a break-even. analysis compiled for
the governnent plant oper'ati on in the sumrer of 1986. The break
even analysis (see attachnents) indicates that this m ninmm
fproduction was required for the plant to cover its oPeratin9
costs; recommendations for these reductions are indicated in
the br eiak- even analysis. Briefly stated, these recomendations

were ta reduce the variable freight and labour costs and the



anagement salaries to yield a nmargin between the wunit sales
price and unit cost which ~would allow profit at a reasonable
| evel of production.

Gven the  actual variable costs of production observed in

1986 as \§§.23/1bh a margin difference of $.78 between cost
and sales price would require production of 55,000 pounds to
break—even if fixed costs were not reduced. Note that we did
not consider increasing the sales price; rather we maintained
a salcs price based on a weighted average of observed returns
for gross sales of different char products produced by the
governument plant.

In the financial analysis of first year operation, we assuned
this minimum poundage could bevobtained. The product proportion
was based on 15,650 snoked, 5,000 pounds of whole frozen, 4250
pounds of- filleted char, and 8500 pounds of fresh whole. W
arrived at these?vfigures’ on the basis of losses from the whole
dressed state to final product for snoked and filleted char

A [:ffi/factor of forfy peS cent was applied to snoked char,
thirty five per cent for filleted char, and five per cent for
whol e fresh. We also assuned winter production of three thousand
pounds of char which would pe snoked. . |

Cost of sales for chér in the firs; year were determ ned
on the basis of observed purchase price of $1.39 plus thé regiona
%reigl.t rate of $.30. The freight rate was calculated as a
poi nt between the mninmum freight rate as determned by commercia

rates 10# i nter—regional back-haul weighted for production between

communities (see the break-even analysis, section a), and the



maximwn taken as the observed weighted average rate for fish
shipped to Rankin from other conmunities in sumrer 1986.

Fish exported to Wnnipeg have an extra charge of $.36/1Db
which assunes in fifty percent susidy issued by the G\W wll
be in place. This freight rate is applicable only to shipnments
to Freshwater Fish Marketing Corporation, Wwhich does not pick
up freight charges. In the first year, JPH shipnents begin
in Novenber, past the season for shipment to FFMC Ther ef ore,
this tfreight rate is to Wnnipeg is not applicable.

Values for Ca”b?}{ were determined by assumng -an average
purchase price of Q&SS ‘_;‘%per pound with carcasses weighing on
averaq. one hundred pounds. A wastage factor’ of twenty percent
(20 11>s) was applied; the re;a?ni ng eighty pounds were divided
anong the different product itenms in the follow ng proportion:
6715 1bs steak, 7055 1lbs roast, 2635 1lbs ribs, 1435 1bs jerky,
and 1575 1bs snnkéd.

Froight values for caribou transported from the communities
with commercial quotas were determined on the basis of Keewatin
Air rates given to JPH in” the winter of 1986/87. An average
freight rate of $.28/Ib was derived from the weighted average
value of varying rates fang Potential ' Preduct i on firom each
commun ity (Baker Lake, Chesterfield Inlet, and Repul se Bay).

Ov-'rhead expenses were determned on the basis (;f act ual
|pI ant operations in 1986. we assune the new plant operation
will nave the sanme power requirenents as the old, heating costs

- TTT——
for tile -fnew plant are estimated at two-thirds the actual costs,

|
given the new building will be one third the size of the old



plant and will be far nore heat efficient.

JPH operations will commence in October 1987 of the first
year (when the new plant is ready for operation); previous
to Qctober, the operation will still be a government enterprise
therelore no sales receipts or disbursements are calculated
until that nonth. However, source funding is witten into the
cash I'low before Cctober because that is when the bulk of funding
is required.

Second Year of Qperation: Quarterly Cash Flow 1988-89

In the second year of operation we assune product devel oprment
will be conplete and nmarket penetration will have been achieved.

W assune the bulk of fish purchase will ctome in the second
quarter, July, August and September Which is the summer fishing
season. In that period, 55,000 pounds of fish wll be purchased
at 1.39 1b. with the sane freight breakdowmn as in the first
year. In the #irst quarter, 2000 pounds will be purchased,
in the third quarter 6000 pounds, and in the fourth quarter
5000 pounds. Fish in the first, third and fourth quarters wll
be purchased for one dollar a pound (winter fish cone in round,
not dressed in the wnter). The char sales in second quarter
reflect the increase in smoked char proguction over Fhe first
year. In the first quarter, 340 pounds at $10/1I b; second guarter,
10, 000 pounds at $12.00/1b; in the third quarters 12,500 pounds
gt $14/1b; and the fourth quarter 8,000 pounds at $10/Ib. Annua
producti on of snoked char is therefore thirty thousand pounds.
The wastage factor is calculated as a forty percent loss from

t he orLgEnal poundage of whole gutted fish entering the plant.



Th- frozen char production sales volume is calculated at
5,000 i'ounds in the second quarter and 1000 pounds in the third
at $3,1b and $2.50/1b respectively. Fresh char production will
occur only in the seond quarter during August, Wth a sales
volune of 10,000 pounds at $4.50/1b. Fillets have been dropped
fromp: oduction as it is not a profitable product.

Caribou production is assumed to be 300 out of a possible

350 hend per year. We assune 75 animals wll be purchased each
quartcr Wth an average of eighty pounds usable neat. We also
assune that from this eighty pounds, 12lbs wll be produced
for each of five products: steaks, roasts, ribs, jerky, and
snoked. The remaining twenty 1bs/carcass will be made into
hanbur ger . We assune the samesralues for sales prices, purchase
and freight are applicable, with a five percent increase each
year.

The only non-sales receipts in the second year are CEIC
contri buti ons. These will remain until the end of the second
quarter.

Cost of sales will remain at the sane per unit cost as the
first year, pro rated at 5 percent. Plant wages and benefits
assume two processors in the plant for the first quarter, four

o H}

in the second quarter, t-w in the third and three workers in

the 1 ourth quarter. Oher staff wll be enployed in the

éranspurtation operations and these wages are reflected in vehicle

expens-. W assune an average salary of $1500/month for each
wor ker. |

Manadement salaries are provided for two assistant managers



at $250 O'month each training under a manager earning $3000/ nonth.
The nmanage rs salary and the salary of one assistant nanager
as provided by the CEIC contribution

Advertising is pro-rated to total annual sales receipts

at eight percent. This is divided -equally anong the four
quarters. Vehicle expenses on the second quarter include
operation of the long-liner vessel, and in the third and fourth

guarters includes bonbardi er operations
Third, Fourth, Fifth Year of Operation: Annual Cash Flow.

All production figures, disbursenents and receipts are assuned
to remain the sane throughout this period, wth a 5 percent
pro-rated increase in cost and sales price each year

Tho only exception are pIant maintenance costs, which we
assune will increase at 8 percent pro-rated, rather than 5 per
cent.

Long Tcerm Viabilitly.

Tile financial information provided <clearly denobnstrates
the long-term viability of the business. The cumul ative cash
flow at the end of the fifth year is ovef\ $400, 000. This very
healthy cash flow reflects the profitability of the business
and the abililty of the conpany to replace ;major capitall.expenses
over tile long run. ” '

Maj or 7 ssumptions
{ Th. maj or assunptions used in the analysis are summarized:
1) <osts increasing at five percent per vyear

2) successful penetration of the snoked fish market by the

~nd of the second year.



3) f undi ng support from Canada Enploynent and |nmgration
Conmmi ssion wil 1l be provided.
4) cost reductions as outlined in the break-even analysis

for the Issati k Food Plant can be achi eved.



- 73 -

ISSATIK FOOD PLANT
GOVERNMVENT  OPERATI ON:

Fi nancial Statenents for year ending March 31,1987

Break-cven anal ysis of summer operation, 1986

I Y
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ISSATIK FOOD PLANT
STATEMENT OF OPERATI ONS
FOR THE YEAR ENDED 31 MARCH 1987

SALES (Schedul e 1)
COST OF SALES (Schedule 2)
GROGS PROFIT

GENERAL AND ADMINISTRATIVE EXPENSES

Banl: charges

Communications

Equi prent repair and nai ntenance

Managenent sal ari es

M scel | aneous

O fice supplies '
Travel

NET LOSS FOR THE YEAR

i:

$ 96, 204

_94,991
1. 213

55
955
20, 827
20, 603
540
482
322

43, 784
$ 42,571




SCHEDULE 1
“* | SSATI K FOOD PLANT
SCHEDULE OF SALES
31 MARCH 1987
FI SH Fresh ;
Frozen ’ 4430’ %Ig
- Snoked 10’ 823
M SC EL LLANEOUS ' 889
$ 96, 204
SCHEDULE 2
ISSATIK FOOD PLANT
SCHEDULE OF COST OF SALES
31 NARCH 1987
| NVENTORY, OPEN NG 3 _
Frei ght”
Puruhases—fishg gg’ggso
Sal aries and benefits 15’ 967
Workers conpensation : 773
Shop supplies 8. 840
99, 765
| NVENTORY, CLGCSI NG 4 774
$ 94,991



ISSATIK FOOD PLANT
Breakeven Analysis

Sunmer season 1986

Unit «1les price = average for four products:
Frozen char
Fresh char
Snoked
Fillets

wei ghted total average
$3. 34/1b

Unit cost (variable)) = Freight $. 9/lb
Labour $ . 67/1b

Fish purchase ¢$1. 39/1Db

Supplies $ . 21/1b

"$3. 23/1b
Unit contribution margin = unit sales price - ‘unit variable
cost "$ .ll/1b
Break =ven point //’\\
é .
$43,628 & O | =396,618 1bs
$.11/1D o0 B o= L

. ¥
Pot enti al breakeven poi nt and net profit

1) object reduce variable costs to yield a margin of $.78/1b Q

-

Freight Cost Breakdown - 1986 Pot enti al Breakdown

to Rankin - Whale Cove ¢ 36/|b
to Ranlkin - Eskinp Poi nt .42/ 1 b

Ranki n 0
wei ght ed
average = ¢ .$5/1p $ .25/1b
cartage-to ’ '
NWT Air °$ ‘. 05/1b 05/1b
Rankin-Wpg $ .36/1b $ : 36/Ib

. 96/Thb - . 667Th



a)

Remedy - Reduce Freight costs

Implemrentation - NWM Air rates are relatively inflexible
($.36/1b) as are M & T cartage rates ($.05/1b). The nost
feasable option is to reduce freight costs to Rankin. Since
the freight costs vary anbng conmunities, a greater portion

of fish from places wth cheaper rates wll reduce the
overall freight rate. For instance, at present freight
rates, if Rankin had taken all of the Corbett Inlet quota,

which it did not this summer, the overall intersettlenent

freight-to-Rankin rate would have been. $.34/IDb.

Freight rates from Wuale Cove and Eskinb Point were well
above those predicted by the consultants hired to organize
the fishery this past summer. Eskino Point especially varied
considerably from the estimate. These increases occured
because of underutilization of the charter pl ane and
excessive ice packed with the fish.

If these problens were corrected and Wale Cove shipped
fish at the predicted $.25/Ib, and Eskino Point at $.56/ID,
the following average inter—comunity freight rate would
apply (given the Corbett Inlet quota is fully taken, and
the quotas in Wale Cove and Eskinmb Point  are harvested
at present |evels): $.22/Ib, below the reconmended average
inter—comunity freight rate. .

Reconmendat i ons

1) Ecnourage production from Rankin Inlet fishernmen
to offset freight costs from other comuniti es.

2) Discourage excessive use of ice during air
transport of fish, possibly through a system of
charge back peénalties to the shipper. ,This is
especially inmportant where the flight is a charter.

3) Review the use of charter flights to haul fish,
such transport is nore costly than schedul ed,
flights (but may be nore reliable).

b) Remedy - Reduce Labour Costs

| npl ementation - Labour costs at the plant exceeded predicted
levels. While actual 1labour costs related to fish handling
remained 10W around $.36Ab, additional O & M costs were
excessive. Gven a three nth fishing period with a minimum
of 30,000 1bs of char flow through, a'total labour: cost
of $.30/Ib would allow $1,000/nonth for three workers each.
Managenent costs are extra and are considered under  fixed
costs.

Recomimendations

Labour costs should be reduced to $. 30/lb,. This can be
achl eveéi by providing three workers with a nonthly salary

00.00 for each of three nonths. This calculation
is based on a flowthrough of 30,000 1bs of char.
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¢ R wmedy - Reduction in Fish Purchase Price .
Impl: mentation - Yhis . purchase price should remain at
$1.39°/1b as a variable cost averaged anong conuunitles.
This price provides an allowance for dealers in other
communities from whom the Rankin plant w Il buy produce.

Recommendation - no decrease in the fish purchase price
(average rate) is recomended.

d) Rcmedy - Reduction in Supply Cost (variable).
Implementation -  Annual supplies as a variable cost nay
be r.duced as many of the supplies purchased in the past
summerr were itens of a fixed capital nature: dressing knives,
Stoves, steels, and nmaintenance equiprent. However, supplies
for smoking mmy increase and offset any reduction in other
supply areas.

Recommnendation - The variable supply cost should only be
reduced as a last resort if <cuts in other areas cannot
occur to reduce total variable costs to nanageable (ie.
healthy profit) levels. Any cuts which can nmade in supplies
will then serve to futher increase the net profit margin

H
e) Conclusions - Variable Cost Reduction
Cuts in freight and labour -should be nmade to reduce the
unit variable <cost by $. 67/Ib. The followi ng breakeven
poi nt woul d then apply:

Break even analysis - reduction in variable costs
Unit sales price = $3.34/1b

Unit variable cost = Freight $ .66

/1b
Labour 30/1b
fish purchase 1:39/1b
suppl i es .21/1Db
= $2.56/1b

$3.34/1b — $2.56/1b
.78/1Db

Unit contribution margin

i

X |
$43, 628 + O = 55,933 1bs
78

Breal even point




2) oOlject - Reduce or change fixed costs to Yield®« et
prof i

a) Remedy - reduce equipnent repairs and maintenance costs.
Implcmentation - Fixed costs for the summer operation are
valucd at $43,628. 0Of this amount, $20,827 is attributable
to ecquipment repairs and maintenance. Two-thirds of the
cost of repairs occrued through repair of refrigeration
and ice-making equipnent. These costs can be reduced by
$10,000 for next year’'s operation. Further, the Rankin
plani bore the cost of repairs for the Chesterfield Inlet
Fish nlant refrigeratiohn equipnment. The Chesterfield plant
shoul | bear the cost of their repairs through their own
operation next season

Recommendations . The ice machine in the Rankin plant should
not Ie replaced; rather, an ice harvest shouldj¢onducted
to £fill the freezer and additional ice frozen in the blast
freezer as needed throughout the operating season. This
Will reduce the need for a new ice machine and elimnate
the nced for a refrigeration mMechanic to service the ice
machi ne.

“Chesterfield Inlet Fishermen’s Association nmnust bear the
cost of refrigeration repairs W thout reliance on the Rankin
plant . <
b) Remedy - Reduce Managenent Sal ary

Implcmentation - As a fixed cost for the operating season,
manac ment c¢osts ran to $20,839. This salary should be
reducd to $12,000 for a four month period. The remaining
funds can be allocated to profit, or to labour costs,
incrcasing the ‘'salaries of enployees for a three nonth
perio:d. )
Recommendations - |If the plant is operated as a private
concern next season, the extra $8,839 remaining after
manag-ment salary reduction should enter as net profit.
If the government operate the plant, the funds should be
allocated to 1labour salary. spR~<rZ

c) Conclusions - Fixed CostsS Reduction

In the next operating season, the plant nust reduce its
fixed costs by $18,839 through a reduction in equiPnent
repairs and maintenance,! and reallocation of funds ; from
management to labour (public operation) or net profit

(Private operation).
t



~ven AnaIyS|s “Reductlon ir

Br eak i ar a net
profit greater theq] zerq ..qﬁf -$*%. ;fﬁ%

Unit s o les price = $32%}/;b : o

Unit va riable cost = 52)56/1b o

“Unit contribution

Fi xed costs =
Bank charges

Commun i
Equipmont repairs

mar gi n

‘. Profit

cations

and Sal ari es $10,827

Managenent Sal aries” $12,000
M sc. $ 530
O fice supplies $ 277
Travel $ 322 \
= $24,789 $18, 839
Break even point with net,”’ profit , ~Tfn :
24,780 + 18,839 = 55933, lps ,

.78 Y

Foo

oo

_Production

char

realize
level of production™is still required to break even,

this

f
RN

In the preceding analysis, production of 55,933 1lbs of

requ ireq given # the necessary @ cost reductions to
a net profit. “Without reduction in fixed costs,

if the variable cost reductions are achieved

In the past season, 30, 000 pounds Tof: char went through .
the Rankin plant. This! ﬁls a drop 0£%.20,000 pounds from
the previous year. Threeimajor ‘ causes- as responsi ble for
this decline 1) Tonv Eecherk failed to“"take the:

The

Ferguson River quota in*1986
2) the Chesterfield InletFish Plant
absorbed char which inrthe previous
year came‘td the Rankin. plant 1
3) the Corbett Inlet quota was not i
taken this.summer. - '

(»llowing conditions enable a confident predi ction

that (he Rankin plant w;ll see ' in excess. of 55,000 Pounds
hext summer.
1) Tony Eecherk w11l flSh t he Ferguson Ri ver next

sumer, harvesting at a mnimm ‘10 OO0 1lbs.

2) The Netsers of Southampton  Island will. fish

the Thomsen and Cleveland Rivers with a weir
and their new freezer-packer vessel
Potential catch is’ 25,000 1lbs.

1) The quota in Corbett Inlet wll be taken

providing an yield ’increase of 7,000 pounds
over last summer’ . | Ch
: : o



Both the Ferguson and the Corbett Inlet quotas «=¢ hggnp
harvested regularly in the past. These quotas alone wll

push production up to 47,000 pounds” An additional 9,000
pounds is required to reach the target quotas. !nput from
Southampton Island W ll neet and surpass this requirenent.

Addi ti onal production may come from Repulse Bay, where
a summer test fishery is projected for 1987. Notest quotas

have been arrived upon, so such quotas cannot be -included
in this anal ysis.



| SSATI K rooD PLANT
JPH OPERATI ON
PRO FORMA CASH FLOWE:
Monthly for 1987-88
Quarterly for 1988-89
Annual for 1989-90, 1990-91, 1991-92
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| SSATI K FOOD PLANT

JPH OPERATI ON
WORK SHEETS FOR PRO FORMA BALANCE SHEETS

-



Plant . quipme it

Smokin 1 equipnent $55, 000
.Proces: :ing equ i. pnent 23,475
I ce ha1 vest equipnent 19, 909
98, 384

Less: ~ppli cahleport ionof
government assi stance 68, 909
29, 475
Depreci ation 29,475 X 20% X 6/12 = 2,948
Balanc, 31 March 1988 26, 527

O her equi pnent

Tool s 5, 000
Cash r qgister * 800
2 sled:s A 1, 600
Office fFurniture 1,500
8,900

Depreciation 8,980 X 20% X 6/12 = 890
— 8,010



Boat & Mbtors

48' Longliner 6 cyl. inline cummings 14;
24’ Canoe
20" Canoe

55 HP Bvinrude outboard notor 1984
25 HP Merc outboard notor 1983

Boat refrigeration and notor

Less: Governnment assi stance

Depreciation 57,000 X 15% X 6/12 =

Vehi cl es

Dodge Van 1984

Ford Stadi um Wagon 1979
Bombadier 1971
Bombadier 1964

Dodge Pi ckup 1979

Ford Pickup 1978

GM Subur ban 1975

225 Yamaha Tri ke 1986

Depreciation 47,500 X 30% X 6/12 =

50, 000
2,500
1, 500
2, 000
1, 000

40, 000

97, 000

40, 000

57,000

4,275
52,725

12,000
3,000
15, 000
7,000
3, 000
3,000
2,000

2,500

47,500

7,125

40,375



E. L.F. Financing

116, 6 7
10 yea I-s
10 3/4°

Monthl . paynents $1, 589

Balanc¢, 31 March 1988
Balanc, 31 March 1989
Balanc, 31 March 1990
Ba lanc~, 31 March 1991
Ba lance.~ , 31 March 1992

Organi zati on Costs

I ncorporation fees

Anorti zation
31 March 1988 1200 X .5 X 6/12 =
31 March 1989 1200 X .5

31 March 1990 1200 x .5 X 6/12

113, 233
106, 552
99, 124
90, 858
81, 652

1, 200

300
600

300



Fixed Assets

Bui 1di ng - Plant

Buil ding structure
Sewage hook- up

Design foundation

Portion of Governnment Assistance
applicable to plant
Net depreciable value
Depreciation 96,000 X 5% X 6/12
Net book value 31, March 1988

Building - Oher

Bui | di ng 30’ X40’ A

Store — Kals Country Food 30" X20’

Depreci ation 22,000 X 5% X 6/12

510, 000
30, 000

16, 000

556, 000

460, 000

96, 000

2, 400

93, 600

t

11, 000

10, 000

22,000

550
21, 450



Due to Sharehol ders

Boats & Mbtors

48’ Longliner 6 cyl inline Cumm ngs 14

24’ Canoe 1985
20' Canoe 1983
55 HI' Evenrude out board 1984

25 HP Mere outboard 1983

Vehi cl es

Dodge Van 1984

Ford Station Wagon 1979
Bombadier 1971
Bombadier 1964

Dodge Pi ckup 1979

Ford Pickup 1978

GM Subur ban 197%

225 Yamaha trike 1986

Bui | di ng

30" X40’ bui I di ng

30'X20' building (store)
2 sheds

. Equipments

Tool s

Cash register

I

2 shed%

Ofice furniture

TOTAL 4

50, 000
2,500
1,500 -
2,000
1, 000

57,000

12, 000
3, 000
1?,000
7,000
3,000
3, 000
2,000

2,500
47,500

11,000
10, 000
1, 000

22,000

5, 000

800
1,600
1,500

135, 400



| SSATI K FOCOD PLANT

JPH OPI'RATION

Pro forma bal ance sheet and incone statenent as at 31 March 1988

Pro forma bal ance sheet and incone statement as at March 31 1989

A ™y
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'S SATIK FOOD PLANT

BUDGETED | NCOVE STATEMENT

31 MARCH 1988

Sal es 77,352

COst of Sal es 29, 900

G oss Profit 47, 452

GENERAL AND ADM NI STRATI VE EXPENSES -

Power 5,570
%

Heat 9,755

Insurance 3,500’

Pl ant Mai nt enance . 2,000 7

Travel 1, 000

O fice supplies 250

MGV Salariés % 0

Acctg and Legal ' 1, 500

Tel ephone 625

Interest on Long Term Debt 6, 092 ‘

M scel | aneous 1, 090

Adverti sing 6, 250

Vehi cl e Expense ! » 375

Depreci ation and Anortization 18, 488

, 56, 485
|

NET LOSS FOR THE PERI CD (9,043)



| SSATI 11 FOOD PLANT
BUDGETED BALANCE SHEET

AS AT 3 L MARCI 1988
ASSETS
CURREN'"

FI XED

OTHER - organi zation costs
TOTAL /\ SSETS

LI ABI LI TI ES
Current portion of |ong term debt
¥

LONG TrrM DEBT, Eskinmo Loan Fund
Due to Sharehol ders

SHAREILDERS EQUI TY 1
Share apital
Retain i earnings (deficit)

ﬁet equity

6, 003

242,687
900

249, 590’

6, 681

106, 552

145, 387

3

(9, 043)
(9, 040)

249, 590



ISSATI FOOD PLANT
SCHEDULE OF SALES - 1988

FI SH — wWhole frozen

- Smoked

TOTAL 1'ISH

CARIBOU
St eaks
Roast s

Ri bs
Jer ky
Snoked

TOTAL CARIBOU }

TOTAL SALES

94 -

2,000
41, 650

43, 850

13, 682

10, 708

4,590 °

2,229

2,493

33, 702

77,352



| SSAI” | & FOOD PLANT
SCHED!'LE OF COST OF SALES

Freigh t 3, 900
Fi sh 1, 600
Cari bou 13, 500
Pl ant wages 6, 600
Shop supplies 2, 500
W.C. B . 1, 800
TOTAL COST OF SALES 29, 900

PO Y



ISSATIK FOOD PLANT

NOTES ‘1’0 FINANCI AL STATEMENTS

31 MARCH 1988

Gover nnment ass is tance has been recorded in the accounts

as a net against the capital expenditure or operationa

1. GOVERNMENT ASSI STANCE
cost in which it was received for
2. FIXED ASSETS

cost Accunul at ed

Depr eci ati on

Bui | di ng- Pl ant 96, 000 2,400

Bui lding-Other 22,000 ' 550

Pl ant equi pnent 29,475 2,948

Other equi prent 8, 900 890

Boats and notors 57, 000 4,275

Vehicles ¢ 47, 500 7,125

TOI'AL 260, 875 18, 188

NET FI XED ASSETS 242, 687

3. OTIER ASSETS—Organizatiyn costs ‘ |
cost Accumnul at ed
Amortizaéion

Incorporation CcOSts 1, 200

NET 900



IS sAT1 FOCD PLANT
BUDGET D | NCOVE STATEMENT

31 MARc ‘11 1989

SALES
COST o1 SALES

GRCSS I'ROFIT

GENERA | AND ADM NI STRATI VE EXPENSES

PONER

HEAT

I NS URAICE

PLANT MAINTENANCE
TRAVEL

OFFI CE SUPPLI ES
MGM1 S/t LARIES
ACCTG » WD LEGAL i
TELEPHO NE

| NTEREST ON LONG TERM DEBT
M SCELLANEQUS

ADVERT | SING

VEH CLE EXPENSE

3
DEPRECI ATI ON AND AMORTI ZATI ON

TOTAL

NET INCOMF For THE PERI CD

i

97 -

603, 751.

238,663.00

00

365, 088. 00

21, 867.
14, 455.
3, 500.
5, 18%.
14, 400.
2, 520.
30, 000.
5, 780.
1, 575.
12, 387.
2, 730.
48, 300.
17, 145.
33, 280.

213, 123.

151, 864.

30
32

70

30



ISSATIK FOOD PLANT
BUDGETED BALANCE SHEET

AS AT 31 MARCH 1989

ASSETS

CURRENT

Cash 184, 566. 80

FI XED 210, 006. 00

OTHER- or gani zation costs 300. 00

TOTAL ASSETS 394,872.80

B T

LI ABI LI TI ES

Current por'ti on of long term debt 7,427.50
¥

LONG TERM DEBT, Eskimo Loan Fund 99, 124. 00

Due to Sharehol ders 145, 397. 00

SHAREHOLDERS EQUI TY
Share capital 3.00

Ret ai ned ear ni ngs (deficitv)-g,Beginirig )

of year -9, 043. 00
}\Iet income for the year 151, 964. 30
NET EQUI TY 142, 924. 30

TOTAL 394,872.80



'S sar 11 FOOD PLANT

SCHED!' * LE OF SALES

FI SH — Whol e Frozen 17, 500.00

Wiol e Eresh 45, 000.00

Smoked  ? 378, 400. 00

TOTAL FI SH 440, 900. 00

CARIBC I

Stea ks 21, 735.00
Roz st S 17, 010.00
R I 13, 608 .00
Jerk y - 36, 288. 00
Smok ~d 21, 735. 00
Haml urger 23, 625. 00
TOTM 1, CARI BQU , 134, 001. 00
MUKT! 1Q SALES 22, 750. 00
SEAL SALES 3, 600. 00
NET AND FI sit SUPPLI ES 2,500. 00

TOTA!, SALES 603, 751. 00

¥



ISSATIK FQOOD PLANT
SCHEDULE OF COST OF SALES
Fr ei ght

Fi sh

Cari bou

Mukt uq

Seal

Net & Fish Supplies

Plant wages and benefits
Shop supplies

W.C.B.

TOTAL COST OF SALES

- 100 -

33, 615. 00
95, 022. 50
42,525. 00
6, 500. 00
1, 200. 00
1, 750. 00
49, 950. 00
6,300.50
1, 800. 00
238, 663. 00

¢
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E.  FI NANCI NG
Finoncing from NEDP is required because of the large capital
expendi t ure necessary for this project. The capital costs of

new purchases are $695,584. The funding requirenents exceed

the limits for other prograns presently avail able.

OoTtER FUNDI NG SOURCES

Six sources of funding were considered for this project;
the Econonic Devel opnent Agreenent (EebA), the Sepcial Agricul-
tural rural Devel opnment Agreenent (S/ARDA), equity financing,
the Bu:iness T.oan Fund (BLF), the Eskinmo Loan Fund (ELF), and
t he Native Economic Devel opment Program

The past EDA agreenent has |apsed and the new agreenent

will not be in place until the fall, far too late for the
requirements of the project. In effect, the EDA no |onger exists.
A S Y

The criteria for Special ArRbA specify a maximum contribution
of $250,000 after which the request nust proceed to the federal
Treasuly B(;ard. 'I;he time franme for this process is nmuch too
long to allow the" project to be conpleted in the time required.

The present business has a low cash flow, with a high ratio
of fix~rd assets to current assets. The Territorial Departnent

of Economi c Developnment and Tourism has agreed to provide JPH

with $100,000 in equity capital towards the project. JPH will

contribute $10, OO0 towardsz the capital purchases in addi tion
to their considerable fixed assets, wvalued at $100, OO0 ‘However,
tpei r I'ixed asset contribution does not contribute towards the
actural new infrastructure capital requirenments of the project.

Equity financing cannot neet the entire project funding require-

nment s.
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Long - term debt will be assuned to neet a portion of the
funding needs. JPH wll apply to the Eskino Loan Fund for a
| oan amortized over a ten-year period at 10 3/4% The ELF has
been chosen over the BLF because of its nore favorable interest
charges. The loan principal wll anmunt to $116,675. JPH is
not will ing tO assume NMOre risk at this point.

The Native Economic Developnent Fund is being approached
to provide the balance of funding required, 448, 000.
BREARDOIIN OF FUNDI NG SOCURCES AND APPLI CATI ONS

Econom ¢ Devel opnent and Sewage Hook-up 30, 000
Tourism Equity Contrib. $100,000V Legal Fees 1, 200
ED&T Resource Dev. Contrib. 19,909 Snoking Equip 55., 000
Eski no l.oan Fund 116,675 Processing Equip 23,475 2
Cash Equity 10, 000 Foundation design 16,000
(" NEDP R e 448, 000 Bl dg. 51,000
IIIII ¥ Boat Refrig. 40, 000

| ce Harvest Equip 19, 909

TOTAL 695,584 : 655, 584

'''''' 2



<
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12 RIS S

The major risks associated with the project lie in production
and marketing. The plant is dependent on supply from fishermen
and hunters for fish and caribou; in marketing? there is a risk
that th~ market cannot be penetrated, especially for snoked
char.

Production R sks

The Rankin Inlet fish plant produced approximately thirty
t housand pounds of char in the summer 1986 in whole, filleted
and smoled form. This volune is down from the previous sunmer
of 1985. This decline can be attributed to the failure of
fishermen to take the Ferguson R ver and Corbett Inlet quotas,
and conpetition from the Chesterfield Inlet fish p}ant.

The risks associated wth C‘h.a‘.‘l’ supply are reduced by ship-
ment of fish from different suppliers: Eskinmo Point, Wale Cove
and Rankin Inlet fishermen. 1In the sumer of 1987, Netser and
Sons from Coral H?rbour will sell char to the plant harvested
from the Thonsen and develand Rivers. They should harvest twenty
t housand pounds of frozen char. Char production from the Ferguson
guota should kick in again as Tony Eecherk of Eskino Point plans
to harvest all or part of this quota with his freezer/packer
ves se 1. Tony has harvested 10,000 pounds regularly from the
Ferguson quota for an additj,ogmal 10, 000 pounds. :

In oddition to a broad base of suppliers, the ney plant
wi%«ll provide a market for the wnter char fishery. However,
as the volume potential of this fishery is unknown, only very
| ow amount s have been estimated for wi nter supply.

Accordifngly, we have estimated a dressed catch weight of
55,000 jounds 1landed in Rankin Inlet during the sumer season

and an additiqnal 13,000 pounds Ilanded during the nonths of
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Market i ng Ri sks

The viability of the project depends on successful penetra
tion 01 the snoked fish market. The first year pro forma finan
cial statements and cash flow assume production of product Vvolunes
in proportion to those produced in the operating season Of the
government plant in 1986. The ensueing years assume a Swtch
almost entirely to snoked char production wth 30,800 pounds
produced per years, 10,000 pounds of fresh fish exported south
in the sumrer and production of 6,000 pounds of frozen fish.

Wth relatively small volune of snoked fish, we should command
demand high enough to neet our projected prices of $12 and $14
dollars in the second and ensueing years (pro-rated to increase
at 5 per cent). The different ‘product lines allow us to adjust
our production to suit demand.

Risk associated with product developnent will be ninimzed
by the training program and product devel opnent schedul e invol ving
support of a qualified manager and fish snoker. Price projections
predict prices at the 1986 level ($7/1b) for’ snoked fish for

first year, thus allowing at least an eight to ten nonths |[ead

tinme for developnent of products which can command the higher

price levels predicted for t?he third, Eourtf;x and fifth years.
H PRQIECT WORK PLAN

The work plan is structured according to inf ras tructure,
n{arketing and product development along a three year tine line.
The market plan has already been discussed-in detail in the

section dn marketing.
{
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In (. astruc t ure
Proressing Plant
Desi gn Phase

A structural foundation on piles has been selected as the
nost appropriate form for the plant. Construction wll require
pre-design soil testing to produce an appropriate design. Thurber
Consultants wll coordinate the testing and design a foundation
for $16,200 (see quote in appendix). Testing and design are
schedul ed for May 1987 depending on confirmation of funding.

Wor ting drawings have been solicited from the general
contractor, Argyle Steel, Ltd. for cost estimates. The design
work tr the rinal drawings wll be conpleted after the soil
testing and foundation design have been conpleted. Estimated
conpletion date of final draw né‘s\is May 30! however, sufficient
work wll have been conpleted before this date to aliow the
company to'begin pre—fabrication of the building. Cost of the
f eder al Department%‘l of Fisheries and Cceans and Agriculture Canada
for approval.

Constructi on Phase

Penling approval of the financing package, the building
pre-fal.rication will begi n in May. Duri ng this tine
sub-contractors wll be Jhosen for foubdation construction,
erection of the building, installation of refrigeration, .mechani-
Cal ani electrical syst ens. All construction materi ‘al s and
s‘upplie.«: will be shipped by rail to Churchill in July for barge
shipment in late July and early August. Construction wll begin
in Augu:;tf with foundation installation of electrical, nechanical
and re!'r;geration systens in Cctober. The plant is schedul ed

for completion at the end of Cctober, ready for caribou process-
i

.
AR alad
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Installation of Refrigeration Gear in Longliner

Desi gn Phase

Estimates for design, supply and installation of refrigera-
tion equipment will be solicited in April 1987. A supplier wll
be contracted and equipment and supplies shipped by air in June
in anticipation of the conming fishing season. The departnent
of Fisberies and Oceans W || be approached for advice and approval
of the vessel as a registered processing vessel.

Installati on Phase

The vessel will be outfitted in June and early July, 1987
for operation fromlate July to the end of the fishing season.

I ce harvesting Equipnment and Related Structures

$

Desi gn Phase

Negotiations with the harﬂelt‘\will confirm a site for the
harvest and a location for the ice storage silo, if the silo
is located 'avvay from the plant. The feasibility of wusing the

. ¥ . . ,
proposed ice harvest system will be determined in April and

May 1987. Specifically, present infrastructure and equipnent
availability wll be examned to determine if the technical
requirements for the ice harvest can be net. If the system proves

feasible, then the ice machine included in the original design

for the [processing plant willl be dr opped froni the plants.
Imp!~mentation Phase
¥
If the ice harvest system proves feasible, the equipnent
i

required for the ice harvest will be shipped by rail to Church-
chill and barged to Rankin Inlet in late July.or early August.

The silo QNI Il be constructed in August in conjunction with the
pl ant . I'unlipment will be stored for use in the followi ng spring
of 1986. If the design is not feasible, the alternative of the

i
ice machine Wl | be shinped instead.
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Product Devel opnent

Pre-development Reseach and Trail Marketing

In becember 1986 and thoughout the rest of the winter of
1987 Jpi purchased caribou from the commercial quota and processed
different cuts and products for trial sale in Rankin Inlet.
Arctic char was also purchased for cold snoking products and
to inprove quality consistency in the hot snoked products. ‘I’his
trial period identified products to be developed and training
requirements.

From this pre-devel opnent stage a quality control and
continuous noni toring program was established. A recording system
for batch processes was devel oped to nonitor product devel opnent.
A food consultant, Harry Bairn, “dssisted in this pre-devel opnent
process.

Product “Refi nenent

JPIL will workt with the Departnent of Economic Devel opnent
and Tourism in the spring and sunmer of 1987 to refine and test
mar ket products from the research phase. Emphasis will be placed
on developnment of a basic product line consistent in quality
and supply. The sunmmer operation will enphasize char production;
in the fall and early winter of 1987, caribou production will
coincid-~ With the start-up of‘the new pIant.’ u

Tr ai ni ng

| The training program will commence at the begining of July
1987 in the present governnent processing facility in Rankin
Inlet. ‘The processors wll begin work wth inl the plant, while

the as: is‘tant manager will concentrate on business management

practic.s and marketing.

k]



108 -

Training will continue through the summer into the end of
Cctober , when the new plant should be ready for operation. The
training location will then be the new facility. Training wll

then proceed until the end of Septenber, 1988. A synopsis of
the proposed training program can be found in the section on

enpl oynent .

Pag
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SUMMAR v OF MARKET STUDY FOR SMKED CHAR

- e
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11 ITRODUCTI ON ‘ }

The obj ective O F the study was to investigate the potential

mnarket for snoked arctic char in southern C™* The

resul inve _ ) !
» oport I'T€ gents the ts of an stigation by DpA

Consulting Limited into the Canadi an snoked fish market,

d tailers
includ i 1y a survey of brokers ‘wholesalers, and re

. Issa ¢

vith sample products supplied from the ik fish plant
At pankin Inlet. The market research and survey work
sore carried out by the Project Team in Vancouver Winnipegd,
roronto, Ottawa, and Montreal between rebruary an’June, 1980.
The repott provides i nformation regardi ng market size and

- . and pricing. |t
location, product preferences, packagi ng’ P
identifies the segnents ©Of the snoked fish markets where

The report
smoked char can conpete with possible s ccess. P

provides an overvi ew cf the general mar ket for char products,
suggesting a broad, 1ong- “term approach to industry char
marketing. The short-term strategy for introducing -
Tesatik fish plant smoked’ arctic char to the Canadi an

market. cbqrdlnates Pr Odu ” p035|b|| ities ¢ ith pOt?I’\‘E;i}i
narket users, and outlines the steps ‘°be taken «« -+

: ' i the optimum distribution
a marketing program. A di scussion of Y

syst em covering air and land transport nales and costs

concl udes the report.
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SU [ IMARY t

Smoked fish represents 5 percent of the total Canadi an
mar ket for fish The srmked fish market is divided into !

1
b r—————

ttYo»i‘alstJ nct pr oduct groups hav1ng élfgerent end’ ,uses and_

P o

rpTl ce ranges utfnot n'ecessarlly dlffe rent re ta:LL ou tle ts.
D}ta di'f Lcrentlatlng t hese narkets are Iackrng I n gover nnent
S tatis tics.

f”'

v *Hndg' smokcd “fish,, Wwhich cove rs several species, is used as
an {fcntre or main course i tem, and is pri ced general ly i n
tho range of other protein food such as neat. Hstorically,
ch ar has been hot srroked but not soldexclusivelyin

t] +i.s form i co1d smoked*fish finds f avour; as a [go_ome e

food i tern served as an appetizer, an expensive lunchcon
i tem, Or i n fancy sandwiches . Cold snmoked Paci fic red

A Y

sp ring salmn ( | ox) dominates the market for this sty le -
of snoked fi sh. Wi |l e therﬁ IS evi dencecold srroked char o

is starting to show up i n the co 1d snoke d market p 1 ace , ,__ig;”

isarela LLvely new product . As such | rﬁi’tl requr re pro-
[mo ting and sel Ti ng |n order to penetrate t he market now

s e )

s trongly held by  a growmg se 1 ectr on ,0 f co 1d snoked Pacrfr c

~s almonspeci es. Initially the cold snoked arctic char pro-
“auct W 11 have to conpete with the Pacific salnmon for a

s]) are of the co 1d snoke market. However , through caref ul
mirketpdlann ingthel‘e 1 's_an opportunity  to-establish cold ~
s ok ed arc tic cha r as 3 unique é;ééﬁbt ' 1n1 ts “own ‘-’ ri'ght. ~

I £ this is achieved, smoked char Will &ommand its ownh

marke t, i ts own price level , and while conparable to smcked

10x salmon, i t wi 11 not :directly conpete with it.

A survey of retail outlets in five Canadian cities reveal ed
co 1d smoked sal non has |imited exposure , conf i ned ma i nly
tog farmet food outlets , specialty fish shops  and de 1 ica
tes skns where it is sold in both whole side and sliced

f eom.  Here it commands the top prices conpared to a 1 Lernate
f ivhprody ctsor the hi ghest priced snoked mea t i tems . It
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i sdistributedthroughout the nmajor Canadian markets and
i of growing interest 1O tourists as a “take hone” item
nniquely Canadi an. Hot or cold snoked arctic char did not

,show Up in the retail dutlet survey.

f e Aduidis gt “9

i'f fhe Study _Team al so_ carrled out a{survey af selected

st N
IV o oL b aedl it .-t

[‘rokers, . wbolesalers, and re. ilers WwWTh™ samplos of Issatik
lflsh plant cold smOked chan‘_-.} Those sanpl inn_the pr OdUCf
z w top of

FLATAL

"1 ac ific red Sp“ ng product eL char 1s, therefore, expected
¢

ro find an acceptah: \-E-\a‘t PI price at the 1 evel- g ¢ second

o we—vm, Bl ————— T

uality red spring sides or smoked PaC|f|c chum s .a lmon Si. des
I, R

T |‘a1.1.y.
The sanpl e survey al so |nd| cated the need tofadj ust

he’ sa] t level ‘and thoroughness or curlng ¢ n Issatl‘c
Dmduced char | n advance o f “imit i aI productl on for market.
The SUfvey 1nd1clated%€cuum seallng of who 1 e S i des and

s 1 iced smoked salnon is @ growing marketin9 practice

due to the ‘protection o f qual ity and lopger ‘he.}k''1 'fe

it offers the prodiwstt. Thnsﬁ_s the recommended packagi ng

..... i ananil R TS 4 -]

J’ 1n’>thod fOI’ Issatlk smoked char,

thef market for ‘cold snoked sal non }is fussy, ref lecting the
di scrimnating tastes of the conSumers “of the product and
t he "high qual ity f oy “a“h;ngh gp ce”, Fp ncept of this 9 ourmet

mar ket . [Oertal n met hods of sllcmg» employed by Qoume t
» shops t o provide theﬁéholcest cuts._f O all CUS tomers
L(reqm re large snoked sides to f'"mE waste. sd ch
fussiness in the market ‘suggests market limtations for
snoked arctic char over SOmMe Pacific salnon species

t4 He market i mge for char genera lly, be it fresh , frozen,

ok snoked, has becomeLSOHEV\/nat tarnlshed i n recent years
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th rougﬂémoon guallty produc ts'“f'ffxdlm thelr wa.y l’ilto the
"t P

fa ckSEBT ace, " g iving rise TO questlonabl e marketing practices
W

adversely affecti ng char market prices- This S' tuation _

- v~y
Lt ol
’\ - 11

Suggests &Lhe ' “need f?F a long -term narket gtrategy encompa$51ng

U e e e

41n dustry or gan J_zatlon’ or. cooperatlorr' to - establl sh m ni mum.
‘qua 11£57 size v 7 Tand other s tanddrds’-"

and to’ cons i der promotlonal
11
lef Forts to upgkade char in thei market place generall

PR A
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