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SECTION 1
| NTRODUCTI ON

The fish packing plant at Hay River only handles fresh
fish. The product is packed in ice and shipped by refrig-
erated transport to Ednonton and/or W nni peg. Producti on at
this time is limted to good quality whitefish, |ake trout
and a snall anount of pickerel which, in effect, means that
the Geat Slave Lake is being highgraded. However, the
packing plant is obsolete and is unable to neet Fisheries

I nspection requirenents.

The Freshwater Fish Marketing Corporation began to
mar ket production from the Northwest Territories on May 1, 1969
From the outset the Corporation was confronted with the need
to provide expensive facilities, develop new products and
find new markets. Priority was assigned to the provision
of lake stations and collection and conmunication services.
To conplete the program of meeting required plant standards
and providing reasonable opportunities for diversification
and devel opnent of the fisheries of the Northwest Territories,
a fish processing plant for Hay River was designed, a
building site was |ocated, purchased and prepared, dirt and
gravel fill was conpleted, and piles were driven in prepar-
ation for the main building. 1In providing these facilities
and services, the Corporation has to date nade capital

expendi tures of $800, 000.



It was estimated that the processing plant could be
constructed at a capital cost of $800,000, that the first
year’'s operating cost would be $124,000, and that, after
deductions resulting from cost savings, there would be an
increase in fishermen’s earnings of $64,000 during the first
year’'s operations of the proposed plant. It was on this
basis that the Corporation proceeded to incur expenditures
wth a view to financing the proposed plant from a Governnent
| oan, with repaynment to be nmade from the earnings of the

fishery served.

When engi neering plans and designs were finally conpleted
and tenders submtted, the estimted cost of $800,000 had
risen to an actual cost of $1.5 mllion, and revised projections
revealed that in the first year of operation the fishernen
woul d suffer a decrease in earnings of $123,000 instead of
receiving an increase of $64,000 as had been estimated before
the firmplant cost figures had been obtained. On the other
hand, for the operations of the Territories to break even
during the first year, the fishernen would have to receive
| ow earnings which are not considered adequate. The directors
of the Corporation decided that under the organization's
nolicy, which requires that financial risk of capital prograns
be reduced to a mininumin order not to cross-subsidize |osses
in one region with profits from another, construction of a

processing plant would be halted unless assistance in the

formof a grant was avail abl e.



This study is ained at investigating alternative nethods

whi ch could be used to finance the cost of the proposed

plant. As a prelude to this investigation, the existing
facilities that are available in the Northwest Territories
Fishery are described, as is the current pattern of fresh-
wat er fish production in the Territories. An historical
exposition is also nmade of the plans of the Freshwater Fish
Marketing Corporation to provide for a processing, freezing
and storage plant at Hay River, and the benefits that can

accrue from such a plant are exam ned.

Finally, there is the analysis of five alternative
met hods of financing the cost of the processing plant. The
writers make no concl usions concerning the best nethod of
financing. Instead, the analysis is presented in a manner

to permt policy-nakers to nmake that choice.



SECTION 2
COWERCI AL FI SHERY OF THE NORTHWEST TERRI TORI ES

Existing Facilities

Briefly, the facilities that are available in the
Northwest Territories Fishery can be divided into three
categories:

(a) Lake Receiving and Icing Facilities

These facilities are |ocated at Lac La Martre, are owned

by the Governnent of the Northwest Territories, but are

operated as a co-operative. Adequate governnent-approved
facilities on the Geat Slave Lake are also available at

Wol Bay, Mrine Point and Sinpson Island, and are owned

by the Freshwater Fish Marketing Corporation.

(b) Transportation Facilities
Fish from Lac La Martre are transported to Wol Bay by
chartered aircraft, while fish fromthe three | ake
stations on Geat Slave Lake are transported by a
corporation-owned refrigerated | ake freighter which

delivers the product tw ce weekly at Hay River

(c) Packing Facilities
A fish packing plant is located at Hay River. It is
capable of only handling fresh fish. The product is
packed in ice and shipped by refrigerated transport to
Ednonton and/or Wnnipeg. The plant is obsolete and is

I ncapabl e of neeting Fisheries Inspection requirenents.



Al'l evidence suggests that a new plant is urgently
required if comercial fishing operations are to continue

on the Geat Slave Lake and surrounding | akes.

Current Production Pattern

VWhitefish and trout constitute 90 per cent of the total
fish production from Geat Slave Lake. Thw whitefish are of
high quality and have a fat content which is suitable for the
New York Snoking Trade that was initially devel oped from the
utilization of Geat Lake whitefish. Today, the only other
quantity of whitefish in the surrounding area that is suitable
for snmoking cones from Pl aygreen Lake and Lake Wnnipeg. In
the main, the price of snoked whitefish is nuch nore buoyant

than that of ordinary whitefish

Trout from Great Slave Lake is considered to be nearly
equal in quality and texture to Geat Lake Trout, and the
destruction of the latter by the lanprey has been a major
factor in the growng strength of the market for the Geat

Slave Lake product.

QO her species of fish are not commercially exploited by
the private trade, mainly because the traders are reluctant
to invest the substanti al amouﬁts of capital that are required
for the purchase of processing and freezing facilities. The
mar ket for the unprocessed form of the other species of fish
is not lucrative. In effect, the Geat Slave Lake is being
hi ghgraded in that other species of fish (besides whitefish,

trout and a small anmount of pickerel) are not taken, or, if



taken, are discarded. This pattern of exploitation is, of
course”, contrary to sound | ake managenent, and val uable

fish resources go unharvested.

Fi sh products coming out of Hay River en route to
Ednont on and Wnnipeg are in a whole and unprocessed form
The decline of high-priced markets for whole, unprocessed
fish, coupled with the dependence upon whitefish and trout,
could well make commercial fishing in the renote territoria
area totally uneconom cal unless action is taken soon to
Provide facilities for diversification of production through
processing and marketing. Quality requirements today demand
that facilities be provided to handle or freeze fish products
as quickly as possible after removal fromwater. Current
production from Geat Slave Lake is often delayed six to
ei ght days fromnet to freezer - an unacceptable conmercia

practice.



SECTION 3
PLANS OF THE FRESHWATER FI SH MARKETI NG CORPORATI ON TO PROVI DE
A PROCESSI NG, FREEZI NG AND STORAGE PLANT AT HAY RIVER

when the Freshwater Fish Marketing Corporation assuned
responsibility for marketing fish in the Northwest Territories
on May 1, 1969, it was confronted with the need to provide
expensive facilities, develop new products and find new markets.
priority was assigned to provision of |ake stations, collection
and conmmuni cations services. In providing these facilities
and services, the Corporation has to date nmade a capital
expendi ture of $800,000. A part of this expenditure included
prelimnary preparation for the |ogical next step, that is,
to obtain site plans, engineering estimtes, and to purchase
and prepare a site for a processing plant which wuld ensure
diversification, quality control and expansion of the industry,
and thus conplenent previous expenditures on |ake facilities

and services.

on the basis that a new processing plant would be built
at Hay R ver, projections of raw material that mght be
avail abl e were made (see Exhibit 1). These projections were
based on past production data as well as on assunptions on
the potential of exploiting other species that hitherto have
not been harvested but would be marketable if a plant were

built at Hay River.



The data in Exhibit 1 reveals that total production of
fish at Hay River could conceivably increase by 4,000,000
pounds by the end of the projection neriod, that is, from
4,115,000 pounds in 1969-70 to 8,100,000 pounds in 1976-77.
The unit prices of fish that were used in the projections

are shown in Table 1. The assunptions that were made in

TABLE 1
. 1969- 70 1976-77

Speci es Price per |b. Price per |b.

$ $
Wi tefish . 296 . 265
Pi cker el . 321 . 400
Tr out . 342 . 350
Nort hern Pike . 079 . 150
| nconnu . 100 . 100
Mul | et . 060
Mari a . 060

enpl oying these price trends were based on the increasing
competition in all present and future narkets from inproving
G eat Lake whitefish, a continuing inprovement in the overal
mar ket for pickerel, a greatly inproved demand for northern
pike in all its nmarketable forns, and the introduction of
mullets and marias into the North American institutional and

retail markets as a deboned, cooked and breaded product.

Commercial fishernen and those associated with fishery
on the Geat Slave Lake are confident that higher production

I's possible and sustainable, especially if fishing were carried



out during the mullet spawning period, and if all species
caught during the normal fishing operations in summer and
w nter were delivered to a plant at Hay River. |t can be
assuned, therefore, that the estinated volumes shown in

Exhibit 1 are not only attainable but are conservative.

The production of maria would conme out of the nornal
fishery wth the product being delivered for processing
rather than being thrown away, as has been the case. The
estimated volune, if not achieved in this nmanner, could be
suppl enented by the introduction of the fairly sinple

| ongl i ni ng technique.

The introduction of nullet and maria to the fishery is
expected to bring about an increase in the production of
pi ckerel and northern pike as a side benefit. In sunmary,
the forecast of increase production would result from
(a) the bringing into production of nearby outlying | akes,
and (b) the expansion of the nullet and maria production on
G eat Slave Lake proper, all of which should occur as a direct

result of a plant being established at Hay River

In 1969/ 70, the Geat Slave Lake and the Territories
produced 4,115,000 pounds of fish (see Exhibit 1). It has
been estinmated that slightly over 3 mllion pounds of this
production could have been frozen at a plant in Hay River
rather than in ¥innipeg, and that, in which case, the

Corporation would then have spent $188,000 |ess due to the
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six cents per pound cost savings for packing and transporting
fish destined for Ednmonton and Wnnipeg (see Exhibit 2).
Prelimnary estimates indicated that a new processing plant
could be built in Hay River at a capital cost of $800, 000.

By applying interest and depreciation charges to this capital
cost, it was estimated that the first year operating cost of
the plant would be $124,000 which, when deducted fromthe

$188, 000 cost saving above, would |eave the fishermen With an

increase of $64,000 in earnings during the first year of the

plant’s operations.

It was on this basis that the Corporation proceeded to
conpl ete engineering plans, purchase slow delivery equipnment
and prepare a site, etc. \Wen the engineering design and bid
plans were finally conpleted and tenders submtted, the
estimted cost of $800,000 had risen to an actual cost of
$1, 350,000, and a revised five-year projection (Exhibit 2)
revealed that in the first year of operation the fishernen
woul d suffer a decrease in earnings of $123,000 instead of an
increase of $64,000 as had been estimated before firm plant

cost figures had been obtai ned.

The directors of the Corporation arrived at the follow ng
concl usi ons:
(a) The first year’'s operation of the proposed plant indicated
the necessity for a substantial reduction in prices to

fishernmen in order that the operation in the Territories



11

coul d break even. Average earnings per man woul d
therefore be at a low level, and this would be inadequate.
(b) There was a possibility of an inmproving financial situation
in the second and subsequent years; but this was predicated
on production estimates for increased volumes of pickerel,
northern pike, nullets and marias which, from managenent’s
poi nt of view, seened attainable but which had to be
consi dered purely speculative and as contributing a
consi derabl e degree of comrercial risk to the situation.
(¢) In addition to this comercial risk was the downward
trend being anticipated in the price of whitefish and the
specul ative assunption that suitable markets could be
obtained for the new product that would be devel oped

frommrias and nmul | ets.

Grant Assi stance

| nsuxmmi ngup these conclusions, the directors of the
Corporation agreed that continuation and diversification of
the Northwest Territories Commercial Fishery required
assistance for capital developnent in the formof a grant
of $1 mllion to be applied toward the construction of the

proposed plant at Hay R ver.

The Corporation examned the effect that such a grant

could have on fishernmen’s average annual earnings (see

Exhibit 5, Section B) , and concluded that, anong other things,

the provision of a grant would reduce interest and depreciation

costs (see Exhibits 2 & 2A), effectively increasing profits

to fishernen.



A grant of $1 million would still require a Corporation
investment of $500,000 in the plant, which, when added to
expenditures already made for freighter vessel, |ake stations,
radi o equi pment, etc. would bring the Corporationts capita

assets in the area to nearly $1.5 nillion.

Functio”n’s and Capacities “0f Proposed Pl ant

(a) Receiving, grading, icing and packing fish for fresh

shi pnent

The plant has flake ice-naking capacity of two tons an
hour with a fifty ton hol ding capacity. It requires
one pound of ice for each pound of fish packed for
fresh shipment. Wth this capacity the plant would
produce sufficient ice for use within the plant as well
as for lake stations. Ilce for |ake stations would be
distributed twice weekly by the refrigerated freighter
Sufficient space and equipnent are provided in the
chilled receiving area of the plant to receive, grade,
pack and hold the product for shipnent at the rate of

5,000 pounds per hour.
(b) Freezing, grading, glazing and storing.

The plant is designed to carry out the total freezing
requirements of the first two years projected production
It is equipped with a continuous spiral belt freezer

which wll sharp-freeze whole fish at the rate of 2,000

12



13

pounds per hour. Frozen fish will be deposited directly
to an electronic grader which wll autonatically and
accurately grade the whole fish into the weight and ,
size required by the market. The fish will then be

bat ch-wei ghed to suit corrugated cartons, and eventually

and automatically will be glazed and noved to storage.

The inclusion of the spiral freezer, electronic grader
and automatic freezing equipment will greatly enhance
quality; fish will be rapidly frozen and handl ed quickly.
The capital cost of this equipment will be justified

in labour saving and quality gain of the product.
Deboni ng

Space and equipnent will be provided for the proposed
plant to handle a production of 2,500 pounds per hour

of headl ess dressed nullets or maria, or other species
of fish. These facilities will be capable of packaging

and freezing 1,500 pounds of finished product every hour.

(d) Cold Storage

(e)

The plant is designed to hold 200, 000 pounds of product

in cold storage.
O fice, enployee service areas and warehouse requirenent.

Al'l of these requirements are provided for in the plans

of the proposed plant.



SECTION 4
BENEFI TS TO BE GAI NED FROM PROCESSI NG PLANT

A fish processing plant at Hay River should contribute

the follow ng benefits:

()

Provi de an economic base for renoval of hitherto
unharvested species of freshwater fish, thereby contri-
buting to the ecol ogical balance of all species in Geat
Slave Lake, and to possible inprovenent in production

of whitefish, pickerel and trout.

(b) Under present conditions, fish are held fresh for three

to five days before they are placed in freezers in
Ednonton and/or Wnnipeg. This delay contributes to
quality deterioration and culling of valuable product
prior to freezing. In 1970-71, eleven per cent of total
production had to be culled prior to freezing operations.
Fifty per cent of these culls could have been processed
and woul d have increased the fishermen’s earnings by
approxi mately $66, 490.

Presently, fish being marketed nust be handled in al
respects as a fresh product until it arrives at Ednonton
or Wnnipeg freezers. Boxes, costing three cents per
pound of fish, are therefore required for shipping the
fresh product. There is also additional |abour costs
for handling and packing the product, as well as the cost

of ice, and for transporting the product to freezers.

14



(d)

(e)

(f)

Wth the provision of the proposed plant, these costs
(totalling 6 cents per pound of fish) will be elimnated.
It is well known that present facilities at Hay River |,
are not acceptable to the Fish Inspection Branch of the
Department of the Environment, nor to the US. A Pure
Food and Drug Administration. As a consequence, the
continued operation of this commercial fishery beyond
the present summer and next winter’s season is dependent
upon the provision of the proposed processing plant.
Exhibit 5 wth the provision of the financial grant,
projects an increase in average earnings to fishernen

of $500 per year, and an increase in the nunber of
fishermen from 200 to 280 in the five year period.

The operation of the proposed plant at Hay River would
be expected to bring into production the mullets and
marias as indicated in Exhibit 1. This will have the
effect of diversifying the fishery.

Indian fishermen are generally reluctant to fish very
far fromshore on Geat Sl ave Lake. The nullets, marias,
and dark coloured infested whitefish could be produced
in large quantities close to shore, and could be
processed at the proposed plant, thereby opening up a
new area for fishing and the possibility of greater
Indian participation in the fishery of the Northwest
Territories. Furthernore, there are a number of other

| akes, adjacent to Geat Slave Lake, where Indian

15



16

settlenments are located. A plant at Hay R ver would

ultimately enable the |less desirable whitefish and other

species to be produced on these |akes.

(h) Diversification of the fishery, as a result of the

capabilities of the proposed plant, would provide an
opportunity for Indian fishermen to gain experience and

expertise to conpete in deep water fishing.

(i) Diversification of the fishery and provision of processing

(3)

facilities would ensure that the industry could be geared
to benefit from market trends instead of being limted

to a one-product operation.

A processing plant would generate additional incone to /
residents of Hay River and the Territories. This is
particularly inportant in view of the inmnent closure

of gold mines in the Yellowknife region. Generally
speaking, the industry is locally-based (see Table 2),

and, with a few exceptions, those engaged in comercia
fishing in the area live in the Territories. In addition
the Corporation at Hay R ver is a source of enploynent

for northern residents (see Table 3), and though the
industry is not prinmarily native-oriented, the Indian

i nvol venent is sufficiently large (see Table 4) to be

an inportant factor in the distribution of income in the
Territories. It is reasonable to say, therefore, that

a significant nultiplier effect exists in the

Ci rcunst ances.



TABLE 2
LI CENSED FI SHERMVEN, NORTHWEST TERRI TORI ES FI SHERY

1969-70
VWite and Metis | ndi an 1970-71
Great Sl ave Lake: resi dents 73 50 179
Great Slave Lake: non-resi dents 84 68
O her Lakes: resi dents 35 37 38
Ot her Lakes: non-residents 15
TOTAL 192 87 300*

* 222 licenses were issued to Wiite and Metis fishernmen, and 78 to Indian fishernen.

LT



TABLE 3
FRESHWATER FI SH MARKETI NG CORPCRATI ON, HAY RIVER, N. WT.

- Enpl oynent -
Ethnrc Sunmmer 1969 Wnter 1969-70 Sumer 1970 Wnter 1970-71
Origin No. Wages (9) No. ges (9$) No. Wages (9$) No. Wges (9)
Wi te 24 42, 820 9 37,284 15 32, 367 8 20, 021
Metis 20 12, 661 6 11,951 35 44,214 15 18, 965
I ndi an 16 14,590 8 18, 644 15 30, 330 10 24,035

TOTAL
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(k) Failure to upgrade present facilities at Hay River could

possibly result in the dem se of the comercial fish

I ndustry around Geat Slave Lake. |If this should occur

the follow ng would result:

(1)

The Territorial Governnent operates a fishery

| oan program whereby |oans are guaranteed to
fishermen for the purchase of equipnment. Presently,
there are approximately $267,000 outstanding in
loans. If the industry should collapse, it would
be difficult, if not inpossible, for the Territorial
Governnent to collect |oan paynents. Repossession
of equi pnent would not be the answer, for the
Governnent would be in a position of having

fishing equipnent in an area where there was no
commercial fishery.

The econom ¢ base of the Northwest Territories
woul d beconme narrower than it presently is.

The Federal Government would have to provide

soci al assistance for the unenployed. Approximtely
80 per cent of the 217 resident fishernmen in
1970-71 are narried, with the average famly
consisting of five persons. Should the industry
col l apse, 173 famlies or 865 persons would be
forced to accept full tinme social assistance because
the majority of fishernen are not trained in other

skills but fishing. Social assistance for 173



famlies, at the rate of $375 a nonth per famly
(based on Hay River data) woul d anount to

$778,500 per annum

Shoul d the Governnent decide to retrain the 217

resident commercial fishermen, training costs,

at $6,000 per person, would amount to $1.3 mllion.

21



SECTION 5
PRQIJECTED RATI OS AND BREAK- EVEN ANALYSI S

At the tine that the directors of the Freshwater Fish .
Marketing Corporation decided to halt the construction of the
processing plant at Hay River unless assistance in the form
of a grant were available, it was noted that substantial
governnent grants and other forms of assistance had been given
except in the case of the Northwest Territories Commerical
Fishery, to all segnents of the Canadian commercial fishery.
However, nost of this assistance to fishery has been granted
by the Departnent of Regional Econom c Expansion (DREE) whose
assi stance prograns do not extend into the Northwest Territories
and the Yukon. Under the circunstances, the question naturally
ari ses: |f DREE operated North of 60, what assistance woul d
it give to the Corporation for the construction of the plant

at Hay River?

This section is devoted to the kind of analyses that is
required to provide pertinent information for DIAND officials
who may w sh to approach DREE on the question of grant financing
of the processing plant. The analyses consist of projecting
rati os and break-even points with regard to five alternative
met hods of financing the proposed plant, nanely:

1. No loan and no grant assistance.
2A.  No loan, but grant assistance.
2B.  No loan, but grant assistance, With sales increased by

10 per cent.

22
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3. Loan to partially cover the capital cost of the plant,
but no grant.

4. Loan to partially cover the capital cost of the plant,
with the remainder of the financing to be made up by
grant assistance.

5. Loan to fully cover the capital cost of the plant.

The results of the analyses were obtained fromthe
Expansi on Exec Space DCF Conputer Program of the Departnent
of Regional Econonic Expansion. In all cases, it was assuned
that the life of the project would be 25 years. All value
figures in the results that follow are in ‘thousands of

dollars’.
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METHOD 1

No | oan, no grant

(a) Fixed Assets (obtained from Exhibit 4):
Land “$100

$952

Bui | di ng
- $720 for building, electrical, mechanical and
refrigeration systens.
- $100 for deboning equiprment and installation.
- $S7 for contingency.

- $75 representing 50% of increase in construction

cost due to del ay.

(b) Working Capital

YRO 1 2 3 4 2
$ $ $ $ $ $

Accts. Rec. (3 300 330 370 390 420
mont hs prodn.
val ue)
Cash (1 nonth
costs) 50 60 60 70 80
Inventory (33%
prodn. val ue) 400 450 500 520 560
Q her 50 50 50 50 50

800 890 980 1,030 1,110
Accts. Payable (1

mont h cost s) .50 60. 60 70 80
Wor ki ng capi tal 250 750 830 920 960 1, 030
I ncrement al

wor ki ng capital 250 500 80 90 40 70



(c) profit before taxes, depreciation and interest for
year 1 to 5 (as in Exhibit 2, Goss Income |ess Subtotal
Operating Expenses)
YR.1 2 3 : 5
$127 $202 $261 $294 $318
(d) Sinple rate of interest, years O5, without grant is
7.62%
Sinple rate of interest, year 3, without grant is 8.93%
(e) Payback period wi thout grant w thout working capital is
5.96 years.

Payback period without grant with working capital is

9.23 years.

25
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METHCD 2A
Wth grant, but no |oan

Gant
In first year, Corporation requires $700 to conplete plant,
$250 for working capital, total $950.

In second year, Corporation requires a grant of $373

($S00 working capital |ess $127 cash flow from operations).
Simple rate of interest, years O5, with grant is 13.5%
Simple rate of interest, year 3 with grant is 14.20%

Payback period with grant without working capital is

1.25 years.

Payback period with grant with working capital is 5.05 years.
Sales, years 1-5 (as in Exhibit 2, Goss Incone)

YR 1 2 3 4 9

$646 $810 $919 $1, 015 $1, 122

Variable and Fixed Costs (disaggregation of QOperating
Expenses, Exhibit 2):

YR 1 2 3 4 5
Variable ($) 217 247 257 287 313
Fi xed ($) 302 361 401 434 491

Break-even sales ($), years 1-5, and break-even sales as
a per cent of projected sales, years 1-s:
YR L 2 3 4 5
($) 661. 35 687.56 695.91 725.95 785.63
(% 102. 37 84.88 75.72 71.52 70.20



(g) profit, years 1-5:

YR 1 2 3 4 5
$127 $202 $261 $294 $318
METHCD 2B
Wth grant,” but “no ‘loan '- increase sales by 10%

(a) Break-even sales ($) , years 1-5, and break-even sales

as a per cent of projected sales, years 1-5:

YR.1 2 3 4 5
($) 661. 35 687.56 695.91 725.95 785.63
(% 93.07 77.16  68.84 65.02 63.65
(b) Profit, years 1-5:
YR 1 2 3 4 5

$169 $258 $327 $366 $398
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METHOD 3

Loan, no grant

Loan of $323 at 8% for 25 years (cumulative short fall

in first two years less $1,000 = 950 + 373 - 1,000 = 323)
Di scounted cash flow rate of interest is 11.05%

Di scounted cash flow return on equity is 11.41%

Sinple rate of interest, years O5, without grant is

6. 97%

Sinple rate of interest, year 3, without grant is 8.28%
Payback period without grant w thout working capital is

6.43 years.

Payback period w thout grant with working capital is

9.89 years.
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METHOD 4

Loan, with grant

(a) Loan of $323,
(b) Grant in first year of $627 ($950 - 323 0627)
Gant in second year of $373 ($500 working capital |ess

$127 cash flow from operations).

(c) Discounted cash flow return on equityY (including grants)
is 21.05%

(d) Sinple rate of interest, years 0-5 wth grant is 11.07%.
Sinple rate of interest, year 3, with 9rant is 12026%)
(e) Payback period with grant without working capital is
2.95 years.
Payback period with grant with working capital is

6. 54 years.



METHOD 5

Wth loan to cover’ <complete capital cost o $1,323

Loan of $1,323 at 8% for 25 years.

Di scounted cash flow rate of interest is 11.06%

Sinple rate of interest, years O5, wthout grant is

4. 94%

Sinple rate of interest, year 3, without grant is 6.29%
Payback period without grant w thout working capital is
8.23 years.

Payback period without grant with working capital is

12. 41 years.
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EHBIT1

" 000 1bs.)
§$ .000) FI VE YEAR PROJECTED PRODUCTION OF FISH THROUGH PROPOSED PLANT AT HAY RIVER, N WT.
1969- 70 1972-73 1973-74 1974-75 1975-76 1976- 77

Act ual Val ue Proj ect ed Val ue Proj ect ed Val ue Proj ect ed Val ue Pro (jct ed Value Ro ﬁct ed Val ue
Speci es Production Production Production Production Production Production
witef ish 3,300 977 * 3,600 1,080 3,900 1,100 4,000 1,120 4,300 1,140 4,300 1,140
Pi ckerel 81 26 100 35 200 80 250 100 300 120 300 120
Trout 467 160 400 120 400 120 400 140 500 175 500 175
Northern Pike 177 14 400 48 600 913 750 112 800 120 800 120
I nccnnu 90 9 100 10 100 10 100 10 100 10 100 10
Mullet 500 30 900 , 54 1, 000 60 1,250 75 1,500 90
Maria 200 12 300 18 400 24 500, 30 600 36
TOTAL 4,115 1,186 5,300 1,335 6, 400 1,472 © 6,900 1,566 7,750 1,670 8,100 1,691

T€E



? XHIBIT 2, * ~, " ‘~ny

s

FI VE YEAR PROJECTED REVENUE AND EXPRNSES (§'000)
PROPOSED NAY RI VER praNt, VESSEL AND 1.aKE STATI ONS

W THOUT THE RECOMMENDED GOVERNMENT CRAM

Plant_|ncone 72173 73174 74175 75/ 76 16/ 77
Income from Agency fee 408 514 599 727 7 826
Income from Stores (net) 25 25 25 25 25
Income from Boat Freight (net) 25 25 25’ 25 25
458 564 649 “ 7177 876
Savinga on Packing & )
Transportation @6¢ |b. 188 246 270 238 246
Gross Incone 646 810 919 1,015 1,122
Operating Expenses
Lobour 235 307 322 359 390
Enpl oyee Benefics 12 15 16 18 19
Uilitiee 20 21 23 25 27
Taxes & Insurance 13 15 i i 19
Communication 12 12 13 13 15
Travel 6 6“ 7 7 8
Gas and O 6 6 8 b’ 9
Acconmodat i on 5 5 6 6 6
Repairs & Maintenance 34 34 50 50 74
cookhouse 5 5 6 7 8
suppl i es 145 156 160 MO 197
lce 10 10 12 1 2 13
Offfce 16 16 18 18 19
subtotal Qperating Expense 519 608 658 121 804
Interest @ 8% 135 126 117 110 103
Deprcciation 115 105 96 88 80
Total Expense 769 839 870 919 987
profit O 1.0ss (123) (29) 48 96 115
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ESNIBIT 2A

FI VE_YEAR PROJECTED REVENUE AND EXPENSES (g '000)

PROPOSED HAY RIVER PLANT. VESSEL AND LAKE STATI ONS

wi T s RECOMMENDED COVERNMENT GRANT

A 1bt = 3. The

Pl ant Income 72/73 13/74 14/175 15/76 16117
Income from Agency fee 408 514 .’ 599 727 826
Income from Stores (net) 25 25 25 ,25‘ 7
Income from Boat Freight (net) 25 25 25 25 25 :
458 564 2 R S [ ;
Savings on -Packing & T o
Transportation @é¢ |Ib. 188 246 _270 238 246
Gross Incone 646 810 919 1,015 1,122
Operating Expenses -
Labour 235 307, 322 3 3w
Enpl oyee Benefits 12 | 15 16 - 1s “19
Ui litiee 20 21 * 23 25 27
Taxes & Insurance 13 15 17 17 - 19
Conmuni cat i on 12 12 13 13 15
Travel 6 6 7" 7 8
Gas and O 6 6 8 8 9
Accormmdat i on 5 5 6 6 6
Repairs & Mai nt enance 34 34 50 50 74
Cookhouse 5 5 b 1 8
Suppl i es 145 156 160 180 197
Ice 10 10 12 12 13
Office 16 16 19 18 19
Subtotal Operating Expense 519 608 658 121 804
fnterest @ 8% 40 36 32 28 24
Depreciation 50 50 50 .50 50
Total Expense 609 694 740 799 . 878 —
Profit or Loss 37 116 179 216 244
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EXH BIT 2 AND 2A
- EXPLANATORY NOTES

| ncone

I ncome from agenoy fee - Data obtained from Exhibit 6. The
Corporation pays itself, as the N.W.T. a'gont, the sane custom
rates for processing and handling fish as is the case in

every private or co-operative agency.

Incone fromstores - This represents profits obtained from
sale of fishing equipnment by the Corporation. The figures

in-the exhibits are conservative, judging fromhistorical data.

Income from boat frei ght - This represents revenue paid by the
fishernmen for use of the Corporation’s freighter to transport

fish to Hay River (See Exhibit 3).

Savings on parking and transportation - Data obtained from
Exhibit 3, and represents charges nade to fishernen who, at

this time, are paying packing and transportation costs of fish.

Qperating Expenses

Labour - Represents wages paid to plant labourers.

Enpl oyee Benefits - Cost of unenployment insurances, etc.
Uiiities - Charges for usc of utilities, e.g. electricity.
Taxes and | nsurance - Business taxes, tire insurance, etc.

Commuanication - Cast of welex nmessages, etc.

Travel - Air transport cost, etc.
cas and G| - Operating costs of vehicles.
Acconmpdation -- Accommodal.ion COStS of maintaining enployees

in remote areas.
Repawirs and Maintenance - As related to the building and
cyuipment.
Cookhouse - Cost of operating same fcr cmployees.
Supplies - Cost of wrapping puaper, cartons, etc.
lcc - Cost of making ice for plant operations.

office - Staff wages.
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EXHBIT 4

HAY R VER pavt SUMVARI ZED COST ESTI MATE

Land& Site Fill
Plant - building, electrical,
mechani cal &

refrigeration aystem

Spiral Freezer

Recei vi ng Room Equipment

Grading ¢ G azing Equi prent

Col d Storage Equi prent

Deboni rfg Equipnent & Installation

M scel | aneous Equi pment

Installation & M scel |l aneous Lshour

Engi neering Fees

PROJECTED" TOTAL

CONTINGENCY

BUDGET

| NCREASE DUE TO DELAY | N CONSTRUCTI ON FROM

1971 to 1972 estimated at

TOTAL ESTI MATED

$ 100, 000

720, 000
$ 820, 000

$ 165,000
34,600
25,900
16,000
100, 000

~21.000

$ 362,500

$ 10, 000

$ 100,000

CosT

$ 820, 000

$ 362,500
10, 000
100,000

$ 1,292,500

57,500

$ 1,350,000

150, 000

$ 1,500,000



EXHI BIT 5
PRODUCI NG UNI TS AND FI SHERKEN

B Y M B Y M B VY M B Y M B Y M B v M

Geat ‘Slave Lake 35 52 170 35 60 190 35 70 200 35 70 200 35 70 200 , 35 70 200
Lac La Martre -— 10 20 - - 10 20 - - 10 20 -- 10 20 -- 10 20 -- 10 20
Cther Lakes - 5 10 -- 10 20 15 30 -- 20 40 - 25 50 -- 30 60
TOTAL 35 67 200 ; 35 80 230 35 95 250 35 100 260 35 105 270 35 110 280
Aver age Earnings
Per ?lan Engaged
in Fishing SEE_"A" ¢5 930.00 $5.900. 00 $5. 880. 00 6, 020. . 00 $6,180.00 S6, 040. 00

stz "B S5,930.00 6.500.00 56, 468. 00 $6.523.00 $6,629.00 £6.420.00

4

NOTES: B -- Large Geat Slave Lake Boat A -- Wthout the Recommended Capital G ant

Y --. Yaws or Snall Boat

M -- Men engaged in fishing

B -- With the Recommended Capital G ant

Nunber of fishermen and of equi pment based on existing methods; nore intensive capitalization in
gear and attention to fishing methods could alter these estimtes considerably.

A}

Earnings calculated fromdata in Exhibits 1 and 5.

Lt
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