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1. SUMMARY

The obJective OF this project was to assess the Feasibility
OF developing a fishery on the striped pink shrinp of eastern
Hudson Strait and Ungava Bay for the benefit of the Inuit groups
of Baffin Island, northern Quebec and Labrador. The background
of previous harvesting attenpts has been reviewed, as well as

the potential of the resource relative to the extent of
bi ol ogi cal and catch data. The 750-tonne total allowable catch

for the stock southwest of Resolution Island was found to be

Justified, and the only one suitable for planning purposes at
this tinme.

A harvesting strategy enploying the use of a single offshore
shrinp factory freezer stern trawmer of 40 netres (130 feet) in
overall length or greater and having a storage capacity of
approxi mately 250 tonnes has been devised which is equal to the
task of harvesting the total tonnage within the ice-free season.
Inpact of the fishery on other species was not considered to be
significant, although nmonitoring of such potential and catch data
shoul d be done during the course of devel opnent.

G ven the uncertain extent of this essentially wunexploited
shrinp stock, it does not seem feasible to establish any shore-
based processing facilities in the early stages of devel opnent,
t hereby supporting the shipboard factory suggestion, Producti on
should be quality controlled, and discharged in Geenland for
transshi pment to the European nmarket to maxim ze vessel fishing
tinme. Although a significant market is developing in the United
States for a peeled product, the European market is strongest for
the whole-cooked form which is the easiest to produce aboard, and
consequently, a safer initial narket.

The options for obtaining a fishing vessel as proposed have
been examined both logistically and from the financial point of
Vi ew. Uessel purchase is out of the question financially
especially considering the uncertain state of the stock. The
only viable solution which would also likely be acceptable to
licensing authorities would appear to be sone form of devel opnent
charter in which an increasing participation of Inuit Funds and
personnel were enpl oyed. At the end of a three-year cash-flow
analysis, a favorable cash balance of Just under %1 nillion is
proj ect ed, plus total Inuit crew shares of $250,000. An initial
capitalization of !3150,000 is suggested as necessary.

A structure for a comercial Joint Uenture Corporation anong
the aforesaid three lnuit groups is proposed. Formats for a
Shar ehol ders’ Agreement and a Byl aw No, |"are outlined. A Board
of Directors consisting of 11 nenbers, two Fromeach Inuit group
has been designed to secure continuous lInuit control and equal
respresentation, any quorum requiring the presence of all.
Revenue distribution and devel opnent policies and guidelines are
proposed far a proper sequential and adequately funded flow of
activities. Utilizing the charter form suggested will provide



only a limted nunber of Jobs directly, From 3 to 7 crewnen and
perhaps one office staff during the first three years, not to
mention the indirect community spin-off benefits which are

outlined. The Corporation will, however, accrue equity toward a
possi bl e future vessel purchase and shore-based processing
Facility which will entail significantly nore Jobs and greater
skills. Sources of funding to pronote job devel opnent and

training are outlined.

Licence requirenents for the entire operation are discussed
and are currently being pursued through Fisheries and GCceans
Canada for a shrinp fishery comrencing later this year. Charter
arrangenents nust be sought as soon as possible, since any
foreign wvessel fishing in our waters has to conformto Canadi an
mari ne safety standards and needs tine For proper outfitting.

The report concludes with suggestions for further work, sone

of which should be started right awvay, such as charter
negoti ati ons, managenent input, and design of a catch nonitoring
program to ensure fishing activities in 19S6. Q her proposal s

i nvol ve expansion of the fisheries resource base for 1987, and a
subsequent Feasibility study in 1986 to assess operational
options beyond the initial charter stage relative to vesse
pur chase. Depending on the outcome OF this feasibility study
further effort should be directed toward market devel opnent and a

conputerized system for aligning catch rates with required cash-
flow.



2. INTRODUCT 10N

2.1 Background

Wth the inposition of a 200-mile fishing zone off Canadi an
shores. in 1977 cane the responsibility, by internationa
agr eenent to manage the harvest of marine resources , thus
enclosed to their fullest extent or allow access to foreign
fishing fleets. This presented Fisheries and Oceans Canada with
a mmoth task in the conservation and managenent of known fish
st ocks, and barely any manpower or funding to put toward newer
or exploratory fisheries further from traditional har vesti ng
areas, such as the eastern Arctic.

In the Jlate 1960's and early 1970's a valuable shrinp
fishery was developing in Ilavis Strait of the eastern Arctic off
west Greenland, fished by European factory-freezer trawers. The
newy created fishing zone found part of that fishery in Canadian
wat er s, and pressure was exerted by Canadian industry to gain
control of such stocks and pronote donestic exploitation. This
necessitated some senbl ance of resource management in the area,
the first step being an understanding of stock distribution and
abundance, of which little was known. In 1978 Fisheries and
Oceans Canada contracted a fisheries consultant to fill this data
gap.-

The mandate of the study involved an assessnent of the
fisheries potential of pink shrinp both in Davis Strait and in
eastern Hudson Strait/Ungava Bay, but included an analysis of al
other shrinp and fish species caught. One OF the Findings OF
this study was that pink shrinp were largely replaced in the
eastern Hudson Strait/Ungava Bay area by a different species, the
striped pink shrinp (Pandalus nontaqgui). In fact, the data,
[imted as it was, even suggested that concentrations of this
latter species mght approach harvestable quantities in two
specific areas -- west of Port Burwell and southwest of
Resol ution Island.

In response to this opportunity the Inuit of northern Quebec
had a feasibility analysis conducted to assess the devel opnent
potential of a comercial offshore shrinp fishery, to include
both pink and striped pink shrinp in Davis Strait and the
project area. The study suggested that a viable shrinp fishery
could be devel oped under the right circunstances. They pursued
this objective by setting-up a shrinp fishing conpany in 1979 and
chartering two shrinp fishing vessels to commence exploratory and
commercial operations the sane year; subsequent |y purchasing an
of fshore shrinp factory freezer trawler to replace them In the
course of operations, extensive data were collected and analysed
on the comercial potential OF the striped pink shrinp, whi ch
resulted in the setting of initial Total Allowable Catch C(TAC)
levels in eastern Hudson Strait and Ungava Bay.



As the developnent of this fishery began, a period of
managenent difficulty saw offshore trawers of the northern
shrimp fleet enter the area and attenpt exploitation of the

stocks wth little <collection of data. As a result, much
potentially valuable resource and comer ci al managenent
information was |ost, local enployment and involvenent was
t hr eat ened, and the spectre of over-harvesting and possible
detrinmental ecol ogical inpact emerged. Shortly after, this
roblem began, the Inuit of northern Quebec ceaseteir ' shrimp
I shery opeéerations. Fi sheries and Oceans Canada subsequently
closed eastern Hudson Strait and Ungava Bay to the northern
shrinp fleet in 1981, tentatively reserving it For fisheries
devel opment by local Inuit groups. |n that year and the one that

Followed, two research cruises were undertaken by Fisheries and
OCceans Canada to inprove shrinp stock distribution and bi omass
estinat es. There has been no further research or conmerci al
effort in eastern Hudson Strait or Ungava Bay since 13982.

2.2 Project ObJective

Over the past four years of inactivity in eastern Hudson
Strait and Ungava Bay, the catch rates of the northern pink
shrinp fishery have declined sonmewhat, pronpting nenbers of this
fishery to seek out new opportunities. They are now putting
pressure on Fisheries and Cceans Canada to explore commercia
potential OF shrinp in the proJect area since the |ocal [ nui t
groups have apparently not been active in such devel opnent. The
time is thus appropriate to pursue this goal in the |ight of
current economc and political conditions. The proJect obJective
“To conduct a feasibility study of developing a shrinp fishery
in Hudson Strait and Ungava Bay” (Fig. 2.1 is therefore tinely
in order to direct possible benefits to |nuit comunities, or
risk the possibility of loss to the northern shrinp fleet.
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3. RESOURCE POTENTIAL

3.1 Stock Assessment

The Ungava Bay and eastern Hudson Strait region has only
within the I|ast decade had any serious consideration given to
of fshore fisheries developnent on shrinmp stocks even though

Tenpl eman and Squires (19603 and Squires (1965) noted a noderate
abundance of striped pink shrinp (Pandalus montagui) in the

central area of Ungava Bay. From 197B to 1982 several research
and conmer ci al vessel s conduct ed exploratory/experimental
Fisheries for this species in the area, and two potentially
comerci al concentrations were |ocated. The catch history of al

such effort has been sunmarized in Table 3.1. The relevant data
on these wll be discussed in the appropriate research or
commer ci al sections bel ow, but earlier and |esser inportant

fishing effort is recorded in Appendix A for backgr ound
i nformation.

3.11 Research Data

Although Dunbar (1870) expressed the opinion that the
potential for commercial exploitation of shrinp in Ungava Bay and
the surrounding area was doubtful, two vessels conducting
exploratory fisheries recorded striped pink shrinp catches in the
vicinity of 0.14 t/hr for the area west of Resolution Island in
1978 (Fig. A1 &aA2), Simlarly, 40 nautical mles west of
Killinig Island the sane Vyear, one of these vessels also
recorded a catch OF 0.51 t/hr c¢mmr, 19791. Si nce nean conmmerci a
| andi ngs approximate 0.29 ts/hr for pink shrinp in the Davis
Strait (Table 3.2», such catch rates showed sone promse for
conmerci al exploitation. For this reason, in 1979 a conbi nation
research and experinental cammerial fishery For shrinmp in this
area was undertaken. During the research cpmponent (Fig. A3), the
exi stence of the two areas of concentration were verified, wth
even higher catch rates than before, as well as suggesting ot her
prom sing locations far further study. In 1981 and 1982 Fisheries
and Cceans Canada conducted exploratory research cruises into the
two areas (Fig. 3,1, AS & AB) recording nean catch rates for
Hudson Strait of 1.09 and 0.47 t/hr respectively (Table 3.1), but
significantly lower in Ungava Bay giving rise to sone doubt as to
the potential for the latter location (Parsons et al, 1983). The
catch potential for southwest of Resolution Island was determ ned
to be even greater than previous estimates.

3.1? Commercial Effort

The only comrercial shrinp fishery in Ungava Bay and
Hudson Strait occured in 1979 and 13880. Catch rates were
significant in both locations in both years (Table 3.1). In 1979,
the conmerci al conponent of the conbination cruise noted above
| anded 88 tonnes of shrinp, nostly from the Hudson Strait
location (Table 3,1, Fig. 3.2 & 3.3), In 1960 there were nore
vessel s, which recorded a total catch of about 200 tonnes, again
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Table 3.2: Conparative Canadian Pink Shrinp Catch Rates
In Davis Strait (tonnes/day)

Saurce 1981 1962 19s3 1984 1995 . tlean
Dorestic Fl eet 4.6 5.9 3.9 4.5 5.4 . 4.6
Foreign Charters 5.0 ?2.0 5.6 5.s 6.1 : 6.1
tlean 5.1 2.1 4.6 5.2 5.9 5.4

=» G ven a nean tow duration of 3.5 to 4 hours, separated by one-
hour haul and shoot periods, then the gear is typically on the
bottom for approximately 18.5 hours per day. At a nean catch
| evel of 5.Wtonnes per day as above, the catch rate for standard
commercial gear i's therefore calculated to be 0.29 t/hr.
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primarily from the Hudson Strait. Catch rates were nost prom sing

in the Hudson Strait area at well over 1 t/hr, nore than double
those off Killinig at Just less than 0.5 t/hr. The latter are
still promising though, and Justify further exploration.

3.2 Quota Recommendati ons

Stocks of the striped pink shrinp in eastern Hudson Strait
and Ungava Bay have been divided into three distinct groups for

managenent purposes based on apparent geographical segregation
and the availability of data, These |ocations are those nentioned
earlier, off Resolution and Killiniqg Islands, and the third being
collectively all the rest of the study area. Available data only
allow calculations of biomass estimates for the two known
concentrations . The first estimites were based on catch data
recorded aboard the TORSBUGVIN in 1979 (Table 3.3), and suggested
a stock of 2428 tonnes off Resolution Island and 1468 tonnes off
Killinig Island (Parsons et al, 138laJ). Using a 25% sustainable
yield harvesting strategy as derived for other virgin stocks of
shri np, potential, yield for these regions could well be 621 and

367 tonnes respectively. However, since these stocks were
practically unknown, the catch data were weak, bi ol ogi cal
I nformation poor, and there were local fears of possible

detrinmental inpact on other species in the area, the first total
al l owabl e catches (TAC) set by Fisheries and oceans Canada were
significantly below these levels at 100 tonnes for each of the
three areas as a precautionary neasure. These TAC’s were in
effect from 1960 to 1982. After the nore extensive research
cruise of the GADUS ATLANTICA in 1982, the new data collected
suggested an increase in biomass off Resolution Island to 6617

tonnes and a decrease off Killiniq Island to 451 tonnes. The
new yield level for Hudson Strait was changed accordingly to 875
t onnes, with an increase in TAC set at the conservative |ower
| evel of confidence of this estimate at 750 tonnes. This new TAC
has been in effect since 1883. The new bi omass | evel for Ungava
Bay, al t hough possibly erroneous since their catch pattern seens
to be too far east of previous sanpling areas, would still

suggest a TAC of Just over 100 tonnes, and therefore, no change
fromthe current level. The 100-tonne general TAC for areas other

than these two also remains in effect. At this tine, all TAC’s
are realistic relative to the avail abl e dat a, Wth renewed and
properly recorded fishing effort in the study region, t he

bi omass estimtes can and should be refined, and new TAC |evels
can be set as required.

3.3 Fishery tlanagenent

Fishing for the striped pink shrinp in eastern Hudson Strait
and Ungava Bay has only recently been covered by specific
Fisheries and Oceans Canada regul ations (Sect. 3(1) & Schedule |
of Appendix B); the shrinp being covered wthin the genera
context of all Pandalus_speci es. For managenent and statistica
pur poses, zones for shrinp fishing have been identified (Sect.72
& Schedules XUl & xuriry. The proldect area falls within shrinp



Table 3.3: Commercial Shrinp Fisheries Potential 0f Ungava Bay
And Eastern Hudson Strait.

Area Sout hwest of Area st of

Sour ces Resol uti on |sl and Port Burwell
TORSBUGVIN (1979)

Bi omass 2428(1916-3049) t 1966(1166-1769) t

Pot enti al Yield* B21C479-762) t 367(292~44e) t

TAC Set, 1990-S2 100 t 100 t
GADUS ATLANTICA (1S82)

Bi omass 6617C2530-10704) t 451 (240-662> t

Potential Yield#* B8750(750-1000) ¢ -

TAC Set, 1983-B85 750 t 100 t

* Typically based on 25% harvesting strategy far virgin stock,



zone "1”, which also includes the waters of Davis Strait. The
closed ¢tine regulation is Just a fornmality at this tinme in that
an open season currently exists, but if closure becones
necessary, then the neans to do so is already in place.

In order to participate in this shrinp fishery, a set
licence fee is payable to Fisheries and Cceans Canada. The fee
has been set at, S2000 per year for vessels 30.S to 45.7 netres
(100 to 150 feet) in overall length (Schedule 11), a size that is
consi dered appropriate for this species. Uessel s of greater
length woul d be charged S2500; vessels smaller S200,

For conservation purposes, there is a restriction on fishing
gear nesh size to allow the smaller inmmture shrinp to escape and
contribute to stock reproductive potential. The mininum nesh
size that can be used at this tinme is 40 mm nmeasured knot-to-
knot when stretched (Sect. 73).

_ Wth  offshore fisheries, especially foreign charters,
Fi sheries and Cceans Canada reserves the right as a condition of

licence to put an observer aboard each vessel for purposes of
checking adherence to regulations and nonitoring of catch (Sect.

103). This has often been applied in the northern shrinp
fishery, and in Fact, shoul d be a wel cone addition as a show of
good faith. It does, however, entail the provision of Food,
accommodat i on, and working space (Sect. 104 & 105). In the

devel opment  of this fishery, an arrangenent could probably be
worked out with Fisheries and Cceans Canada for the observer to
collect other catch data as mght be desirable to the potenti al
Joint venture in assessing the feasibility of operations.

Upon examning the resource data in detail, it becane
apparent that problenms might exist in the regulations relative
to harvesting the stock southwest of Resolution Island. Uessel s

of the northern shrinp fleet which were previously permtted to
fish far shrinp in Davis Strait were assigned access to N.A.F.O.
area “O Cschedule IIl). However, the southwest boundaryofthis
area falls within eastern Hudson Strait, and even subdivi des the
striped pink shrinmp stock (Fig. 3.1 & 3.2), thereby technically
allowng access of this fleet to these shrinp, even though the
Hudson Strait area was classified as off limts to the fleet

The new shrinp zones (Schedule XUl) go further and even
elimnate this boundary such that access would appear to be even

more available to the northern fleet. This possible conflict
must be resolved if the shrinp stock in question is to be
properly developed for |ocal economc benefit. Represent ati ons

to Fisheries and Cceans Canada have already been nmade in this
regard, and we are assured that this can be overcone,

To further conplicate matters, the shrinp stock southwest OF
Resolution Island is also subdivided by the twelve-mle limt
(Fig. 3.1 & 3.2) established by the Fisheries Act as inshore
waters and thereby not accessible to vessels larger than 19.8
metres (65 feet) in length using otter trawl gear, which is the
type enployed in shrinmp fishing (Sect, 51(3)). Fi sheries and



Oceans Canada have al so been contacted in this regard, and have
pointed out that there is provision in the Act (Sect. 51C4))
which allows the Federal tlinister of Fisheries to grant specia
exemptions to the twelve-mle limtation. It has been suggested
that this would not be a problemin the project area, given its
renot eness from tradional southern fishing areas for which the
regul ations were originally derived.

3.% By-Catch

Shrinp catches in Ungava Bay and eastern Hudson Strait are
reported to be quite free of other marine species caught
incidentally. Wiere a bU-catch occurs, it is wusually snal
relative to the amount of shrinp present, averaging about 1 to 30
percent of the catch (MMI, 1978b; Parsons et al, 1993). The nmain

speci es caught with shrinp are Greenland halibut, Arctic cod and
thorny skate C(Allard, 1900; Parsons et al, 1881b & 1983). Sone
wolffish, roughhead grenadier, cod, American plaice and redfish
al so occur, but in still lesser quantities. O the bU-catch,

Geenland halibut is nost prevalent and might well becone a
mar ket abl e species someday (Allard, 19s0). Based on this
admittedly linited information, by-catch of other species does

not appear to be a problem but should be nonitored in any shrinp
fisheries developnent activity in the area to mnimze possible
detrinental inpacts.



g. HARVESTI NG STRATEGY

4.1 Qperational Limtations

Fishing in Hudson Strait and Ungava Bay is very nuch
controlled by the weather/climte and currents/tides of the area,
and as such, must be understood to appreciate in what' way

harvesting strat egy must be adapted to these particul ar
ci rcumst ances.

9.11 Weather/dimte

The prinme influences on Fishing operations from weather
and climate are associated with winds and i ce. The ever - present
Arctic air mass maintains an intense |ow pressure systemin the
area, al t hough sonmewhat |ess severe in the summer nonths (Bryson

and Hare, 1974; Maxwel |, 1990). This systemresults in average
wnd speeds OF between 239 to 36 km/hr Wth sunmmer W nds
increasing by 30 to 40 percent (Drinkwater, in press). Such wi nd

speeds can cause high waves naking the handling OF gear and
trawing difficult and slowing operations to a degree dependent
upon the size and power of the vessel used.

More inportant is the overall inpact OF ice conditions,
which in Hudson Strait are dependent upon atnospheric circulation
(Catchpole and Faurer, 1903; Crane, 19761. Usually in late

Cctober the ice From Foxe Channel starts to nove eastward down
into western Hudson Strait, Finally covering the entire strait by
late Novenber to early Decenber (Catchpole and Faurer, 1983

Drinkwater, in press). At the sane tine, ice Formng off eastern
Baffin Island noves westwards into the strait, conpleting its
occlusion. | n Ungava Bay, Freezing begins along the shoreline in

Novenber, spreading outward to neet the ice of Hudson Strait
(Drinkwater, in press). —

In flay the ice starts to break up, and by July only

pack 1ice remains, nmostly in LJngava Bay and the southern part of
Hudson Strait, which is gone within weeks (Catchpole and Faurer,
1963). The ice free season in Ungava Bay and eastern Hudson

Strait is, therefore, typically frommd-July to m d-Novenber, a
period of four nonths in which shrinp Fishing can be conducted
unhi ndered by i ce.

4.12 Currents/Tides

During the ice-free season when a fishery —can be
conducted, vessels nust contend with currents resulting from both
the flow of large water masses and the tidal cycle. W will not
try to distinguish between these in this section, but sinply deal
with the inpact of current strength and direction generally.

Since the wearly visitors to Hudson Strait, strong
currents have been recorded by these and other people working in
the area (Catchpole and Faurer, 1903; Drinkwater, In press;



Dunbar, 1958; mMMI, 1978a; MMI, 1979; LeBlond et al, 1961; Gsbhorn
et al, 1978). These currents have been neasured at from 3 to 6
knots in the vicinity of the Gabriel and Hudson Strait Junction,
and between 3 to 4 knots at the eastern nmouth of Hudson Strait as
it joins Davis Strait.

Surface circulation in Hudson Strait can be divided
into three parts: first, a current Flowng northwesterly :.along

southern Baffin Island which is robably part of the Baffin
Current (lselin, 1927; LeBlond, 1%); a “second one From Hudson

Bay going southeasterly along the Quebec coast and uUngava Bay
<sonme of it entering the Bayy and Joining Davis Strait at
Killinig Island, and the last current flowing across the strait
(in the eastern part) from Baffin Island toward Ungava Bay. It
appears that the bathynetry (bottom contours) controls the
splitting of +the Baffin Current around Resolution |Island and
through Gabriel Strait, whi ch hel ps to explain the cross-channel
current in this area (Smth, 1937; Xollmeyer et al, 1967;
LeBlond et al, 1901; Sanderson and LeBlond, 1884>. This current
split, in conjunction with the opposing Hudson Bay outflow and a
possible interaction due to the saltier, nore dense nature of the
Baffin Current, may account for the confused state of water
novement at the mouth of Hudson Strait as it enters Davis Strait
(Campbel |, 1959; LeBlond et al, 1981).

The currents in Ungava Bay range from1l to 2 knots
t hroughout the bay and to 3 knots in the shallower areas nostly
around the nouth (Drinkwater, in press; Gsborn et al, 19781.
There is very little information about <circulation in Ungava
Bay, but from observing drifting ice, tlecking (1906) showed
that the surface waters came from the Hudson Strait entering the
bay between mainland Quebec and Akpatok |Island, and fl owed
cyclaonically around the bay to exit at Killinig 1sland. | | unbar
(19581 also noted this circulation pattern in Ungava Bay, but
suggested that the Hudson Strait watecs entered from both sides
of Akpatok | sl and.

These data indicate current strengths of 3 to 6 knots
in the areas southwest of Resolution Island and west of Killinig
I sl and that are identified as having shrinp concentrations,
Vessels fishing these stocks nust have sufficient power not only
to tow a traw, but also to do so possibly full agai nst  such
currents. To add to these difficulties, the data published to
date fail to describe the extrenme current situation in deeper
waters which is, however, well known to offshore fishernen and
others who have worked in the area. Among the probl ens t hat
such strong sub-surface currents create is, for exanple, the
situation in which the traw is found to be tow ng sideways off
to one side of the vessel, and obviously not Fishing effectively.
Fi shing vessel s of adequate size and power are thus essential for
effective operation in the prQeC area.

10



4.2 Fishing Equi pnent

The type, si ze and nunber OF vessels necessary to carry out
an efficient shrinp fishery in eastern Hudson Strait and Ungava
Bay, assuming adequate catch rates and quota, must be evaluated
in light of the following characteristics:

(a) Processing and marketing strategy

gbg Di stance from base of operations )

c) Size relative to weather potential and working space
(d) Power relative to maximum currents and depth

(el Catching and processing capacity relative to season

These topics are discussed in an integrated manner anong the
other parts of this section rather than individually.

4.21 Uessel Specifications

The stocks of striped pink shrinmp in the project
area inhabit waters 348 netres (1142 feet) in average depth west
of Killinig Island and 2693 netres (883 feet) southwest of
Resol ution |sland. At such dept hs, only the largest of the
inshore vessels could likely trawl for them vessels of 19.0
metres (6S feet] in overall |ength. The strong surface currents
and possibly high winds would verify this mninmum size in terns
O marine safety. However , the strong surface and sub-surface
currents would likely be far too much for such a vessel to fish
with any degree of efficiency, a size greater than 30.5 metres
(100 feet> with twice the main engine power being nore necessary.

To Further assess vessel appropriateness, we nmust  now
consider the processing and marketing strategy; how and where to
process the catch, store it, and transport it to a point of sale.
The First step is to examne the potential nmarket as reviewed in
Section 7 of this report. It is recormended therein to start
devel opnent of this fishery through the European market which is
currently concentrating on a high quality, cooked, shel | -on,
frozen product, where the shrinp are processed while still alive
such that the flesh remains firmin texture and tightly coiled
In order to attain this goal, the shrinp nmust be processed, aboard

the vessel to the market-ready packaged form thus the vessel
must be a shrimp factory freezer trawer.

Since the project area is renote from normal sources of
supply and markets, the fishing vessel nust be nuch nore self-

sufficient than the ordinary traw er, bei ng purpose-built for
| ong-range operations. As such it should have a reasonably |arge
fuel capacity, In addition, because it wll function in
essentially Arctic waters, it should also be nore i ce-
st rengt hened, and have better crew acconmobdations and facilities
than the average fishing vessel for the long periods the vessel
must remain at sea. | ncorporating such characteristics Wwth
adequat e processing space, freezing capacity and storage suggests
an even |larger vessel than previously indicated, nore |likely one

greater than 40 netres (130 feet) in overall length, such as are
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enployed in Canada’s northern shrinp fishery. A shrinp factory
freezer stern trawer of this size would |ikely have storage
capacity For approximately 200 to 250 tonnes of frozen packaged
shrinp.

4.22 Fleet Structure

Gven the total allowable catch in eastern Hudson
Strait of 750 tonnes for 1986 as indicated in Section 3.2 of this
report, a vessel of the recommended size and catching capacity

could take 33% (250 tonnesy of this anpbunt in one trip. Under
this scenario, one, tw, Oreventhree vessels could be used.
However, the conplexities of arranging and operating such vessels
would certainly suggest the enploynent of only one vessel taking

several | oads. This operation nmight well conformto the
foll owi ng schedul e:

Landings
Trip 1: Fishing time @ 7.8 t/d. ., . .. . 3Fdays. . . . 250t
Steam ng & of fl oading (Greenl and] . 6 days
Weather loss €10%). . . . . . . . . . . . ... .. 4 days
Subtotal, ., . . .. ... ... 42 days
Trip 2: Fishing tine @7.8¢t/d.. . . .. . 32days. . . . 250t
Steam ng & offloading (Greenl and) . 6 days
Veather loss (10%. . . . . . . . . . . . . . ... 4 days
Subtotal. . 42 days
Trip 3: Fishing time @".St/d. , .. .. ... ... . 3days. .. . 250t
Veather loss (10%) . . . . . . .. b 4 days
Subtotal, ..,... . . . . . . . . .. , days-,
Totals. . . . . . , ... 120 days. . . . 70t
This distribution of tinme corresponds with the four-
nmonth (120 day) ice-free season, and accounts for the full 750
tonnes of shrinp available. | t-does, however, have two caveats;

firstly, that daily landings attain 7.B tonnes per day, and
secondly, that steamng tinme for offloading is mnimzed,

As for the daily catch |evel, estimates of 20 to 30
tonnes per day are suggested as possible by the Ilimted data
avai l able as noted in the tables of Section 3, but these are not
likely on a sustained basis and may in fact be nore of a problem
than a blessing in that processing capacity of the vessel m ght
wel | only be 15 to 20 tonnes per day. More realistically one
coul d expect landings in the order of 5.5 to 7.8 tonnes per day
as for pink shrinmp in the llavis Strait. In this projection we
have selected the higher catch rate since this shrinp is an
unexpl oited stock in conparison, and one which wll typically

only stabilize at a lower than initial catch rate under a
sust ai ned Fi shery,
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_ - Wth regard to steanming tinme for offloading, vari ous
destinations can be considered relative to the project area
either as transshipnent points or as final markets as foll ows:

St eam ng O f 1 oadi ng Di st ance

Geenland. . . .. ... .. 4 days 2 days 4S0 n. nles
Halifax. . . . . . . ... .. 10 days 2 days 1300 n. mles
Europe. ,... , . . . . . . . 19 days 3 days 2500 n, mles

In order to mnimze steaming tinme as required for the above
projections, we have utilized the turn-around tinme for G eenland,
which is a transshipnent point for European narkets. The final
| oad woul d be taken directly to a narket destination

In summary, the recommended fleet structure for at
| east the First year of devel opnent of this shrinp stock would be
Just the use of one vessel of adequate catching, processi ng, and
storage capacity to meet the schedul e suggested.

4.23 CGear Technol ogy

The fishing gear used by vessels of this size are all
relatively simlar in that they are typically otter trawl s having
large rollers on the footrope, hal f-metre chains to the fishing
line in order to mnimze by-catch of bottom fauna, and a high-
lift headline to maximize catch of shrimp rising in the water
col um. The common ones enployed are the Sputnik 1600 and 1800,
and the Kal ut, t he codends of which nust all have a m ni nrum nesh
size of 40 nm for the escape of immture shrinp as noted in
Section 3.3 of this report. These nets are also simlar in size
despite sone difference in length of vessel, depending nore on
the available towi ng power or shorter tows. Catching capability

seens to depend nore on the experience of the captain than on
design differences.

4.3 (btai ning Vessels
4.31 Chartering

The | east expensive neans of obtaining a fishing vessel
to harvest this stock is through chartering, paying for Just the
landings or wvessel time with or without crew as required
Typically nost or at least sone of the regular crew who are
famliar wth the vessel renmain aboard. Myst recently, shrinp
factory freezer traw ers have been nore likely available for
charter among the European nations which were involved with the
development of offshore shrinp stocks prior to the advent of 200-
mle sovereignty zones. The institution of the latter led to the
exclusion of some vessels From traditional harvesting areas, and
consequently to excess fleet capacity which was then put up for
sale or charter. Such vessels may still be found in Norway, WSt
Cer many, Denmar k, Faroe Islands, and | cel and. The Canadi an
northern shrinp fleet is made up al nost exclusively of vessels

13
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From this source, but it is unlikely that any would be interested
in a charter since the fishing season for the proJect species

would coincide wth their own shrinp operations. G ven the

proximty of the Geenland transshipnent paint, the circunpol ar
Inuit connection in that country, the Arctic fisheries experience
of its fishernen, and its duty-free access to European narkets,

serious consideration should be directed toward a charter from
G eenland as the preferable alternative if one can be found>

4.32 Purchasing

Acquiring a vessel of the size suggested above through
purchase may be done either second-hand or as a new buil ding, and
is a very significant financial commtnment in either case, bei ng

in the order of $5 to 10 mllion respectively. Servicing this
debt load would certainly require full-tine operation of the
vessel in a viable fishery. Used vessels may be available in

Europe as indicated in the previous section, but would definitely
need sone degree of nodification to neet Canadian narine safety
standards, an expense factor which nust be kept in nind in
purchase negotiations, Having a vessel built to specifications
is ideal in that it elimnates potential unknown problens and is
designed to suit both the particular target harvesting conditions
and Canadi an st andards. However, it is twice as expensive and
not likely the avenue to commence a seasonal, undevel oped
fishery. In the purchase of new or used vessels, one should
consi der export financing availability in foreign countries. | t
may well be that it is |less expensive to purchase a vessel in
Europe than in Canada, since a nunber of countries subsidize

their ship-building industries for export purposes to develop
forei gn exchange reserves.

4.4 Ecol ogi cal | npact

— Significant concern in regard to harvesting striped pink
shrinmp in the proJect area has been expressed relative to any
pot enti al detrinmental inpact on subsistence hunting and fishing
speci es. Exam nation of the published literature and di scussions
with relevant scientists working on species in the area have
shown no clear connection between this shrinp and other species
present, although a divergence of opinion certainly exists.

Amang marine mammal s, nar whal stomachs have been found to
contain sone shrinp remains, but these have been nostly from
pel agic shrinp. Their main diet appears to be squid and fish.

The diet of Beluga or white whales is very simlar (Wwinn and
Olla, 1979), Bearded seals appear to be the main seal species to
take shrinp, al though occasional shrinp remains have been
recorded in stomachs of harp, har bour and ringed seals. However,
the main diet of seals appears to be either smaller crustaceans
or fish, Wal ruses are not known to feed on shrinp, at |east not
on the striped pink shrinp. None of the distribution of marine
manmal s  appears to coincide with the known |ocations of shinp
concentrations,



Few Fish in the project area are known to consume shrinp,
al though some were found in the stomachs of Arctie cod and

G eenl and hal i but. Although the latter are widely distributed,

some concentrations were Found to overlap with those of the
striped pink shrinp. Such an overlap might well be expected
since the Geenland halibut feeds on many species and thereby
would be likely to eat any abundant snaller species. Thig type
of relationship usually neans that should the_gn ulation of the
smal | er species dimnis the larger would sw feeding habits
on to anot her speci es. This switch is as likely here as with the
mari ne mamal s which mght feed on “shrinp-eating” fish. Nor ma

di stribution patterns of other fish are not particularly

coincident with these shrinp.

The marine birds in the area, such as thick-billed murres
and qguillenots, do not appear to eat shrinp. Thus, any shrinp
remains found in the stomachs of these species would likely be
incidental, and of little real consequence.

I n concl usion, any harvesting of the striped pink shrinp
popul ations in Ungava Bay and eastern Hudson Strait would not
likely have any adverse effect upon the other marine species in
the area as the shrinp do not appear to be a major elenent in
these animals’ diets. It woul d, however, be prudent to nmaintain
an awareness of any possible inmpacts on such species during the
devel opnent of such a shrinp fishery through opportunistic
stomach anal ysis and observed popul ati on changes.

4.8 Catch Monitoring

The developnent of a commercial shrinp fishery in eastern
Hudson Strait and Ungava Bay at this tine would be done on a very
l[imted information base. Since the obvious obJective of this
venture is for |ong-term management, the collection of sound
catch data i1n order to accurately assess stocks is essential.

The necessary information all relates to catches on a tow by
tow basis and can be divided into two parts, one from the
wheel house and one from the deck, whi ch nust be integrated to be
of any val ue. Such data is as follows:

From wheel house - Date of tow
Position of set and haul
Time of set and haul (on bottom
Depth of set and haul
Type of gear used

From t he deck - Weight of shrinp catch
Size distribution OF shrinp
By-catch wei ght per species

Such data will allow calculation of the bottom area swept
by the net, and thereby an indication of the density and bi omass
of shrinp and other species in a specific |ocation. On a | ong-
termbasis, it would show changes in biomass and distribution.
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5. PROCESSI NG FACI LI TI ES

S.1 Shore Pl ant

At the first stage of developing a striped pink shrinp
fishery in eastern Hudson Strait and Ungava Bay, the possibility
of processing facilities ashore cannot be entertained because
they are very costly to put in place and operate, especially in
this renote project” area and for seasonal operation only. In
addi ti on, such a nove nay be contrary to the best nmarket
orientation for this species at this tine, which appears to be in
a Formrequiring live-cooking that nust be done at sea. Wien a
peeled or canned product is planned, which is nore likely to
utilize shore processing facilities, the feasibility and economc
contribution should be considered in determining an appropriate
| ocati on.

S. 2 Shi pboard Factory

The normal shrinp factory freezer trawer has sufficient
equi pnment to process the catch to the packaged narket-ready
st age. The catch is normally dunped from the net into a |arge
tank acconpanied by a fair anount of water, where they are held
alive until they are processed. From this tank they are put
t hrough graders, normally to yield three size groups which are
then stacked on separate racks to await cooking. Each group is
fed through the cooker, drai ned, weighed, and packaged typically
in 5 kg boxes. These boxes are strapped and marked, and put into
a blast freezer before storage in the refrigerated hold. There
are sone variations on this nethod, such as the IQF (Individually
Quick Frozen), where each shrinp goes through a freezing tunnel
and may be gl azed before packagi ng and storage. These et hods
yi el d a whol e-cooked, frozen product.

Sonme of the larger vessels grade to additional size groups,
and enpl oy peelers and vacuum packers. Such vessels can cater to
a greater range of market demands with | ess waste, in that the
smaller shrinp which mght otherwise go through tha graders and
be washed overboard are saved and put through the peelers. To
operate a factory of this size and conplexity requires being in
constant contact with world market demand to orient the product
mx to strong markets or ones on the up-sw ng.

5.3 Quality Control

Canadi an shrinp products have at tines been suggested to be
of poor or variable quality. Most producers do not accept this
desi gnati on, but it is known that sone poor product has reached
t he European nmarket, and this is an image that nust be overcone.
Consequently it cannot be over-enphasized that production be of a
uniformy high quality. To acconplish this objective, | andi ngs
nmust not exceed processing capacity, processi ng nmust be w thout

delay before the shrinp die, and factory control and sanitation
standards nust be mai ntai ned.

16



6. TRANSPORTATION AND STORAGE

Under the suggested initial operational method of utilizing
a solitary shrimp factory freezer trawl er to harvest and process
the striped pink shrinp stocks in the proJect area, t he product
woul d be retained aboard in freezer storage until the hold is
full. The options then exist of eilther steaming te and

discharging at a transshipment point or taking the load directly
to some market |ocation.

6.1 Direct Salss

Transporting a load of shrinp directly to a point of sale
shoul d be a decision based on a financial assessnment of naxim zed
fishing time relative to vessel investment, transshipment costs,
and market fluctuations. Logistic and quality inpacts would also

be consi dered. In the one-vessel scenario noted above, tha | ast
trip would al nost certainly be direct to narket; the vessel nay
be heading in that direction anyway. The choice thus remains as
to the course of action For the first two |oads. Under sone
circunstances there nmay be no choice, such as where freezer
storage at a transshipnent point is full. Wien the direct sales
route is taken, it usually involves greater coordination of

vessel activities and consideration to crewnen for lost fishing
time. Overall finances would likely show that maxim zing fishing
time would be the nost profitable course OF action

6.2 Transshi pnent

In order to qualify as a significant transshipnent facility,

the port in question nust have adequate discharging equipment,

sufficient freezer storage capacity, and the infrastructure to
process the interchange. The cl osest such port to the proJect
area lies in Geenland, Just two days steam away. To maxim ze
the fishing time of the suggested vessel schedule proposed in
Section 4 of this report, Geenland has been wused for this
pur pose. The services OF a shipping agent in Geenland wuld be
essential, and have been allowed for in the financial projections
of Section 9 of this report, Although some TfTacilities exist

along the north Labrador coast, they would be grossly inadequate
in their current state to service the catch OF a vessel such as
this.
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7. MARKETING

7.1 The d obal Situation

The annual world production of shrinp 1is estinmated to be
1.4 mllion tonnes, which includes warm and cold water species
as well as those raised by mariculture. Cold water shrinp or

prawns conprise 14% of the total or approximtely 195,000 tonnes
of product (Table 7.1), up significantly over the past five

years. Major producers of cold water shrinp are Norway,
G eenl and, | cel and, Canada, and the United States. The U S.S. R
is also a | arge producer, but data on |andings are not avail able

at this tinme.

Norway is estimated to have produced 88B,000 tonnes of shrinp

| ast year, by far the greatest anount by the produci ng nations,

and nore than doubling its landings since 1901. | cel and has
shown a simlar dramatic increase in production over this period.

Geenland is the second |argest producer, but | andings have
remai ned relatively stable over the past five years. The United
States landings have dropped to less than half their forner

| evel s, but all on the Pacific coast while the Atlantic region
i mproved slightly. Canadi an producti on, which is entirely from
the Atlantic coast, has remained nearly stable at a nean 13, 000
tonnes annually, and has surpassed that of the United States in

recent years. O our |andings on a provincial basis CTable 7.2),
Canadi an-owned shrinp vessels accounted for nore than 10,300
tonnes iIn 1985, the rest being taken by foreign charters which
did not land their catches in Canada. I n the past three years,
Quebec has been the prine producer, followed by Newfoundl and

7.2 Current Product Expectations

All of the shrinp produced in Canada at this tine are tba
pink shrinp (Pandal us borealis). The Hudson Strait and Ungava
Bay stock under consideration in this prQeC is the striped
pi nk shrinp (Pandal us montagui), a cold water species which is

essentially not commercially produced, and in consequence, for
which little or no market data exist. Ther eFor e, for purposes
of this analysis, the nearest relative both in appearance, form

and iocation, the pink shrinp of Davis Strait, whi ch shoul d
command the sane market price, is exam ned.

Current Canadi an exports of shrinp (Table 7.3) total 3000
tonnes of product valued at %20 mllion. These largely go to
the United States at 1400 tonnes. Japan and the United Ki ngdom
vie for second position with approxi mately 550 tonnes, with the
remai nder being alnost all consuned in the rest of Europe.

The United States is by far the world' s greatest shrinp
consumer market, inmporting close to 150,000 tonnes annually, and
as such, plays a considerable role in any market analysis. Their
shrinp inports are basically of two forns, shell-on CTable 7.4)
and peeled (Table 7.5), the former being twice as nunerous as the



Table 7.1: Cold Water Shrinp Landings For Selected Countries
(live weight - 1000’ s tonnes)

Country 1901 1982 1903 1984 1905*
Nor way 41.0 52.0 77.0 02.0 00.0
Gr eenl and 48.0 44 .5 48.0 48.0 43.0
| cel and 8.2 0.5 18. 6 4.0 2s.0
United States:

Pacific 30.0 e0.2 9.4 8.8 1005

Atlantic 1.0 1.5 1.4 2.9 4.0
Canada 13.6 i2.s8 14.1 10.9 14.0
Denmar k 3.3 4.0 3.0 4.0 6.0
Faroe |sl ands 2.9 4.6 6,0 6.0 4.5
Tot al 148.8 148.1 177.5 1s6. 6 195.0

Prelimnary; data ranked fromlargest to smallest for 19S5



Table ?2.2: Canadi an Atlantic Coast Shrinp Landi ngs
Clive wei ght - tonnes)

January - Septenber

Pr ovi nce . 1983 . 198% . __}9?9 _______ ;gﬁﬁﬁ__
Nova Scotia . 1888 . 1878 . 678 31s
New Brunswi ck . 2197 . 1072 | 918 1808
RQuebec . 9314 . Se77 - 4504 5679
Newf ound| and . 4083 . 2696 . 2337 2534
Total(b) 14082 10923 B4Y37 10338

fa) Preliminary.
(b] Does not include catches of chartered vessels as these are
not | anded in Canada.



Table 7. 3:

United Kingdom
Belgium - Lux.
Denmar k

France

Fed. Pep. Ger.
Norway

Sweden

Switzerl and
Hong Kong
Japan

United States
G her Countries

Canadi an Fresh and Frozen Shrinp
(Quantity in tonnes,

And Prawn Exports
Ual ue in S1000’ s)

January - Septenber
1983 1984 1985a
Q U Q U I J u
S34 3489 451 2207 17 461
7s 565 . 30 304 o T
T -- 100 271 -- T
199 66 121 178 0 1
38 335 | 8 7e 55 888
56 178 . 7 6% . T
322 997 144 480 . 10 114
140 1921 152 1613 . 61 573
59 621 65 589 . 60 489
48S 1905 Y442 1704 206 717
1606 11482 . 1409 11112 1339 10172
81 405 | 70 621 49 285
356s 22059 2999 19515 1035 13700
quantity and value to date simlar to 1984%.

(al Prelimnary;



Table 7.4: U S. Inports Of Shell-On Shrinp and Pawns
For Selected Countries (tonnes)

January Sept enber

Oigin 1983 1984 1984 192%5_a_ o
Canada . 661 . 295 230 311
G eenl and . 34 . 23 23 71

| cel and . 65 . 349 293 629
Sweden . 5. 23 13 156
Nor way . 237 . 175 85 254
Denmar k . 12s . 126 102 132
United Kingdom . 62 . 18 18 1=
Net her | ands . S4 . 4 4 13
US SR 1494 . 83 65 102
Subt ot al . 2737 . 1096 033 1710

TOTAL . 98408 . 10237s . 1096 72000

T e .t e . —————— ——— ——————— ——— ——— —— it e o e — . S — —— ——— — =

(a) Prelimnary .



Table 7.5: US. Inports O Peeled Shrinp And Prawns
For Sel ected Countries (tonnes)

. . . January - Septenber
aigin .loes . 1sey . ased 19858
Canada . 1279 . 943 . 684 96S

| cel and ‘ 391 675 - $899 958

Sweden ‘ g4 . 350 . 223 140

Nor way ‘ 4584 . 5564 . 3702 4956
Dennar k ‘ 35 . 128 . 124 33
United Kingdom . 057 , 71s . 624 526

Net her | ands ‘ 6 . 29s . 65 93

US S R 67 - 42 - 19
Subt ot al . 7917 - 8712 . 5921 7693
TOTAL 482688 . 46676 . 32776 36299

ta) Prelimnary



latter at this tine. OF the shell-on form cold water shrinp
constitute only 2% of the market, t he Canadi an share being 25%
of this at just under SO0 tonnes. Qur major conpetitors in this

market are |Iceland and Norway, although the U.S.S.R. has recently
been a strong contender.

Among Llinited States inports of peeled shrinp, cold water
shrinp nmake up greater than 17% of the market, which seems to be
growing sStrongly. Canada’s share OF the peeled market is in
excess O 13% at nore than 1100 tonnes, second only to 1nports
from Norway, and mare than double our exports of shell-on shrinp

to the United States. The val ue of peeled cold water shrinp has
ri sen to uss3.7s per |Ib for the 250-350 count and to US$4%.00
For the 125-175 count, good price |evels. It is estimated that

of the Canadian whole shrinp production being exported to the
Scandi navian countries, a large part of this is peeled and
exported back to the United States. IT this 1s indeed the case,
then Canadian producers should concentrate a greater effort in
directing peeled products to the U.S. market in the near future.

I nventories of cold water shrinp are low in all countries at
this tinme, and it is expected that this shrinp supply wll
decrease by a further 5 to 7%. Lower supplies coupled wth
stronger European and Japanese currencies suggest livelier market
conditions for 138B6.

Based on this current status report, the best short-term
approach to devel opnent of the striped pink shrinmp resource in
the proJect area would appear to be to market the product in the
whol e cooked Form into Europe, as it is believed that their
currencies wll strenghten against the Canadi an doll ar. Entering
the peeled market at this early stage involves much nore
conplicated and expensive processing equipnent. In addition, if
harvesting of the unutilized shrinp stocks of the prQleC area
can b—e done through sonme formof unit-price charter, then the
creation of demand in the market for this new species can occur
at mnimal cost to the Canadian venturer

7.3 Long-Term Prospects

A growng demand is expected for the production of whole
cooked shrinp for export. However , even with indications OF
reduced foreign stocks of cold water shrinp of 5 to 7% only
medi um price increases are suggested in the near term

The increasing denmands of consuners for quality product
coupled wth growing requirenments for convenience shrinp anong
the fast food outlets suggest that there is a very pronising
market for a Finished peeled product in North Anerica, wth the

added advantage of being largely able to deal in Canadian
currency. It is estimated that this rising demand will continue
for quite sone tine, at an average of 4 to S% annually. In the

long-term the peeled market in the United States nmay be the nost

lucrative avenue and bears serious reconsideration at a later
dat e.
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8. OPERATI ONAL OPTI ONS

From t he point of view of obtaining an appropriate vessel to
harvest shrinp wunder the nmandate of this project objective, a
nunber of alternatives are possible. These range from ful
operational involvenent of the proposed corporation, the supposed
i cence hol der, to none; and from high initial capitalization to

zero. The two extrenmes in this range are addressed here, as are
two of the nore noderate, though still distinctive, options. The

specific characteristics of each are described bel ow, along with
a suggestion of its reception by Fisheries and Cceans Canada, the
gover nnent agency responsible far issuing such shrinp licences.

8.1 Royalty Charter

Strictly speaking, this charter form involves the purchase
of the right to fish for a certain quantity of a particular stock
from the assigned |licence holder by a vessel owner for a set fee
per unit weight | anded. It does not include any input of |abour
or resources by the licence holder, and thereby inplies no
commtnent to develop a fishery on that stack, or interest in its
long-term conservation or any l|local benefit relationship that

could be established. For these reasons Fisheries and Cceans
Canada would not |ikely accept this approach

8.2 Devel opnment Charter

This category incorporates a broad spectrum of possible
scenari os, but all i ncluding sane degree of participation of
| abour and/or resources by the licence hol der. Such invol venent
not only denonstrates an interest in developing the fishery and
in establishing a strong conservation to benefit relationship, it
al so provides a significant opportunity to do so. As lnuit crew
gain sea experience and the stock becomes better known (and
presunmably nore stable], i ncreasingly greater involvenent by the
licence holder becones possible even under charter terns,
leading ultimately toward conplete invol venent. Di scussions with
Fisheries and (Qceans Canada have indicated their mare likely
acceptance of this option over the Royalty Charter because of its
obvi ous conmtnment to devel opnment and | ocal economc benefit.

S.3 Tine Charter

Another term for this option as envisaged in the present

context would be a Bare-Boat Charter, indicating that a vessel is
obt ai ned wi t hout crew, to be totally nmanned and aperated by the
i cence hol der, In fact, such an arrangenent often includes the

necessary supervisory nenbers of the normal crew at additional
expense. This is a costly approach to harvesting a stack,
especially one that is poorly known and by a new fishing
corporation that is not very famliar with vessel operations. It
does, however, have the advantage of allow ng the corporation to
fish the vessel where and when it chooses, such as in an
exploratory manner. Fi sheries and Cceans Canada would likely



have no objection to this form OF charter provided that it
foll owed an approved exploratory format, and all catch data was

properly recorded and submtted to them sone reasonably set tine
after conpletion,

8.4 Vessel Purchase

At the opposite extrene from the Royalty Charter is the

act ual purchase of a vessel by the licence hol der. Given that
the necessary vessel for this type of fishery costs at |east
several mllions of dollars, not to mention very significant
operating expenses, maxi mum annual usage in profitable fisheries
is essential to offset costs. The available quota in this
fishery and the climatic conditions of the project area woul d not
allow the continuous enploynent of such a vessel. Although
Fisheries and Oceans Canada would certainly prefer this option
since it reflects total commtnent, they also realize that it is

not a Practical one at this time fromthe resource and financi al
poi nts of view

The above descriptions obviously suggest preferences among
the listed options. However, a conplete financial assessment of
each of these four approaches will be found in the next section
so that an even nore discrimnating choice can be nade.
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9. FINANCIAL FEASIBILITY ANALYSIS

This section examnes the revenue and expense projections
and assesses the potential cash Flow situation of the four nmjor
oper ati onal options described in the last section, such that
their cost effectiveness can be determi ned and an inforned choice
can be made anong them as to the nost appropriate form far the
proj ect obJective.

9.1 Target Production Levels

I ncome projections of all options are based on the total
harvest of the 750-tonne catch |limt established for the striped
pink shrinp in the area southwest of Resolution Island, since its
exi stence and bionmass there are better known at this time than in
other sectors of the proJdect region. This woul d appear to be a
reasonable first-target |evel, being the conservative |ower
boundary for the standard 25% of virgin stock biomass cal cul ated
as the allowable catch which is used in current scientific shrinp
stock assessment work. This figure is also reasonably consistent
with simlar projections determned from an experinental Fishery
several years prior. This informati on can be substantiated by
reference to Section 3 on Resource Potential and to Appendix A
For further background material at the end of this report.

9.2 Revenue Aand Expense Projections

For conparative purposes related to ease of assessment of
all options, projections are assumed to commence with a zero-
base initial capitalization. Disbursements do not include costs
beyond the normal corporate functional unit, for instance,
honoraria and associated expenses for neetings anong nenbers of
the Board of Directors are not covered. Further data on the

assunptions behind all aspects of these financial projections may
be found in Appendix C.

9.21 Quarterly Disbursenents

Expense projections for the first year are indicated
for each operational option on a quarterly basis in Table .9.1,

this being adequate for such a limted seasonal fishery. Such
di sbursenents are separated into Adm nistrative Costs, Qper ati ng
costs, and Sales Costs, not all of which are appropriate to each
option. Anong QOperating Costs sone itens have been set apart as

Crew Deductibles 1in order to determine crew share, which is
normally a fixed percentage of the gross revenue after allowance
for such deductibles and all Sales Costs.

_ As per the order For level of commtnent anong the
options as laid out in Section El, an Increasing nunber of

adm ni strative staff, crew, and use of corporate funds is
i ndicated as foll ows:
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Royalty Charter (Table 9.1a) - Staff of one, no Inuit

crew, and estimated First year expenses of $36,403 for
adm ni stration and S2,650 for operations, for a total of S99, 0S3.
Administrative costs cover the full vyear, and Operating

Costs cover the fishing season which spans nmid-July to nid-
Novenber, a period of four nonths.

Devel opnent Charter (Table 9.1b) - Staff of two,’ wth

Inuit crew of three the first year, “and estimated . expenses of
$124,574¢ For administration and $15,806 for operations, for a

total of $140,380. Administrative and Qperating Costs cover the
time periods as above.

Tinme Charter (Table 8.1e) - Staff of three, with Inuit

crew of four the first year, and estinmated expenses of $227,237
for adm nistration, $1,558,899 for operations, and $667,8eS for
sal es, for a total of %$2,453,961. Admi nistrative and QOperating
Cost coverage is also as above. The major costs of fuel and
charter fees cone during the latter part of the year, and with
the inclusion of interest on working capital, account for

approximately S9350 per day. Thus, if catch rates average higher
than expected, fewer fishing days would be required, and such
costs would be reduced accordingly.

Vessel Purchase (Table 8.1d) - Staff of four, wth

Inuit crew of four the first year, and estimated expenses of
$88,583 for admnistration, $1,343,302 for operations, and
$667,825 for sales, for a total of S2,®9, 710 At first gl ance

this may appear as having fewer disbursements than the Tine

Charter, but in this option all expenses have been pro-rated to
four nonths. This was found necessary for strictly conparative
pur poses, as it would be totally infeasible to purchase a vessel
in the mllions of dollars for a part-time fishery. Thus, in

Fact, expenses would be three times higher, but divided on this
basis presumes that during the rest of the year an equally
profitable fishery is conducted. The major costs of fuel,
interest on vessel |oan, and depreciation allowance for vessel
occur at the latter part of the year, and account for
approximately $6BS0 on a daily basis. Thus, as with the Tine
Charter, hi gher nean catch rates can reduce vessel tine in this
fishery, and, in consequence, operating costs for this option.
However, as suggested above, tine saved in this manner nust then
be utilized in a simlarly profitable fishing activity, since
nor e than 71% of such expenses are fixed cobts. Crew

deductibles, crew share, and sales costs are the sane in this
option as in the Tinme Charter.

g.22 Annual D sbursenents

Expense projections are carried forward for a three-

year period only, being that anount of tinme likely to be
allowable by Fisheries and Cceans Canada for charter operations
in northern shrinp fisheries. Annual disbursenments follow tha
same format as for Quarterly di sbursenents, and are found in

Tabl e 3.2a&b. Yearly changes largely reflect a S% inflationary
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Table 9.1a: Quarterly Disbursements (First Year)
Option 1 - ROYALTY CHARTER

QUARTER QUARTER QUARTER QUARTER . YEAR
SOURCES 1 2 3 4 . 1
Administrative Cosats
Salaries 11250 11250 11250 11250 . %000 .
lFenef ts &888 13s0 1350 1350 . 5990 .
rave 5000 5000 5000 . 20000 .
OFfice Rent 1s00 1500 1500 1500 . 6000 .
Conmuni cat 1 ons 300 300 450 450 . 1500 .
Taxes & Licences 1000 T - -- . 1000 .
OFF. Sup. & Exp. 300 300 300 300 . .+ 1200 .
Dep.- OFF. Equip. T T T 450 . 450 .
Menber. & Assoc. Soo - -- . 500 .
Uehi cl e Expenses o - - - . o
Uehi cl e Lease - - - - . -
Audit & Legal Fees 3000 -= 2000 . 5000 :
Conf erences 500 500 500 500 . 2000
Pronot i ons -- - - . - .
Bank Char ges 250 250 250 250 . 1000 .
Bank_Interest 627 1507 3019 - . 5353
Contingencies 500 500 500 500 . 2000
SUBTOTAL 26277 2e4s7 29419 23s50 . 96403 .

Qperating Costs
Vessel |Nsurance -- - -- - -_—
Maint. & | 2epairs -- - -- _— . -
Fishing Gear - - - — . -
Fuel - - - - . -
BeneFits - - - -— . -
Uessel Surveys - . -
Li cences 2000 - -- -- . 2000 :
Crew Changes - . --
er.- Travel - -~ - _— - -
er.- Commun. - - - - . --
Vit chrren - - - - ) --
Port Charges - - ~ - . --
agent Fees - - - - . --
Sun. Equi p. Purch. - - - - ] —
Suppl . & Materials - - - - . --
Mar. SaF, Consum - -— - - .
Uessel Commun. -- - - - ] --
Int.- Vrking Cap. 65 130 195 260 . 650
Int.- vessel Loan - - -- --
Depreci ation - - - --
Contingencies -— - - -- . --
Charter Fees - - - - - -
oser ver - - - -- -- ‘
Part-Tot al 2065 130 195 260 : 2650 .
Crew Oeductibles:
Provi sions - - - -, --
Crew | nsurance -~ -~ - - -
Laundry & C ean. - - - -- ‘
Discharge - - - - - , -- ,
Part - Tot al - - - - - . --
Crew Share - - - - --

SUBTOTAL 2065 130 1s5 260 . 2650 .

Sal es Costs

Conmi ssi on -- -- - .-

Freight & Insur. -- -- o -- --
St or age -- - -- R --
Production -- -- -- - --
Sanpl es -- -- -- -t -
Sal es Commun, -- -- -- R -

SUBTOTAL .- .- -- -- -

T0TAL COSTS e8342 22507 24314 23810 . 99053 .




Table 9.1b: Quarterly Disbursenents (First Ysar)
Option 2 - DEVELOPMENT CHARTER

QUARTER QUARTER QUARTER QUARTER . YEFIR .
SOURCES 1 2 3 4 . 1
Administrative Costs

Sal ar| es 15750 15750 15750 15750 63000 .
Benefits 1890 1890 1690 1090 7560 .
Travel 5000 5000 5000 5000 20000 .
oreice Rent 3000 3000 3000 3000 12000 .
Comuni cat i ons 300 300 950 %50 1500
Taxes 6 Licences 1000 -- -- -- 1000 ,

. Sup. & Exp. 300 300 300 300 1200 .
Dep.- OFf. Equip. o o o .
tlenber. & Assoc. 1500 - - . 500 .
Uehi cl e Expensee - -- -- - . ‘
Uehicle Lease - -- - - - .
fudit & Legal Fees 3000 - - . 2000 5000 .

Conf erences 500 500 500 500 2000
Pronot i ons T T T - : - .
Bank Charges 250 750 250 250 1000 .
Bank Interest 1050 1953 3911 " ‘ 6919 .
Conti ngenci es 500 500 500 500 . 2000 .
SUBTOTAL 33090 29443 31551 30590 . 124574 .
Operating Costs

Uessel Insurance - - - - . - .
[laint. & Repairs - - - - . --

Fi shing Gear - - -- - . --

Fuel - - - - . -
Benefits - - - - . -
Uessel Surveys - -- - - -

Li cences 2000 - - - 2000 :
Crew Change T -- 2250 2850 . 9500 .
Qper.- Travel o - - " . T .
Qper. - Commun. T ~-- 2s0 250 . 500 .
Watchmen T -- o o T : - )
Port Charges -- - -- S o
Agent Fees -- - -- - ST

Sun. Equip. Purch. - - o S T
Suppl. & Materials o - -- - -
Mar. Saf. Consum. - - o - . - .
Uessel Commun. - - 500 500 . 1000 .
Int.- working Cap. 65 105 355 645 . 1170 .
Int.- Uessel Loan T T T B B
Depreci ation -- -- o - R
Cont i ngenci es -- - o R ST
Charter Fees -- -- -- - -
Cbser ver -- - - -
Part - Tot al 2065 105 33s5 36Y4S 9170 :
Crew Deducti bl es:
Provi si ons - -- 2700 2700 . 5900 .
Crew I|nsurance - 1236 - ST 1236 .
Laundry & C ean. - -- - - "
Di scharge - -- - o " .
Part - Tot al o 1236 2700 2700 . 6636 .
Crew Share -- - -- R R

SUBTDTAL 2065 1341 6055 63% . 1S006 .

Sales (Casts

Commi ssi on -- .- .- Tt o
Fr ei ght & Insur. -- -- -- S B
Storage -- -- -- -, -
Production -- -- -- - T
Sanpl es -- -- " R -
Sal es Conmmun. -- -- - - -

T0TAL COSTS 35105 30784 37606 36805 . 140380 .




Table 9.1 c: Quarterly Disbursements (First Yeer)
Optian 3 - TIRE CHARTER

QUARTER QUARTER QUARTER QUARTER . YEAR .
SOURCES 1 2 3 Y . 1 .
Administrative Costs
Sal ari es 24500 24500 2900 24500 . 98000 .
Banefita 2940 2340 2940 2990 . 11760 .
Travel 3750 3750 3750 3750 . 15000 .
O fice Rent 4500 4500 9500 9500 . 18000 .
Communications 600 600 €00 1200 . 3200 .
Taxes & Licences 1000 -- T - . 1000 .
Of. Sw. R Exp.. 600 600 600 600 . 2400 .
Qep.- OFf, Equip, -- o o 13s0 , 13s0 .
flamber. & assoc. 500 -- - - S00 .
Uehi cl e Expenses 1150 11s0 1500 1000 : 5600 .
Uehi cl a Lease 900 Soo 900 Soo . 3600 .
Audit 6 Legal Fees 3000 -- " 2000 . 5000 .
Conf erences 1000 1000 1000 1000 . 9000 .
Pronot i ons 3000 S000 7000 10000 . 25000 .
Bank Char ges 625 62S 625 62S . 2s00 .
Bank Interast 1630 3179 B434 13084 . 24327 .
Conti ngenci es 1s00 1s00 1s00 1s00 . 6000 .
SUBTOTAL S1195 Soa44 S6049 6S799 . 227237 .
Operating Costs
Vessel | nsurance - 17500 17500 -- . 3s000 .
Plaint. & Repairs -- T 5000 5000 10000 .
Fi shing GCear - 7s00 7s00 " 1s000 .
Fuel -- T 135000 135000 270000 .
Benefits -- SQoo So00 5000 1s000 .
Vessel Surveys - 10000 - 10000 20000 .
Li cences 2000 o - 2000 .
Crew Change - - 3000 3000 . 6000 .
Qper,- Travel .- .- S000 S000 10000 .
er, - Commun, T Soo 500 Soo . 1s00 .
tchnen T o 17s0 17s0 3500 .
Port Charges .- - 12s0 1250 22500 .
Agent Fees . T 2500 2s00 5000 .
Sun. Equip. Purch. - - T - N .
Suppl. Materials  -- 1000 2000 2000 Soo0 .

mMar. Saf. Consum

Uessel Conmun. o -- 1500 1500 3000 .
Into- working Cap. 65 1641 2' 0960 48465 7063S .
Int.- Vessel Loan - -- -- - -t
Depr eci ation - - - - o
Cont i ngenci es " o 5000 S000 10000 .
Charter Fees - o 360000 360000 720000 .
Observer -- -- - 15000 15000 .
Part - Tot al 206S 93191 S72968 600S6S : 1219139 .

Crew Deducti bl es:
Provi si on -- -- 15300 15300 30600 .
Crew |nsurance - 7000 o o 7000 .
Laundry & O ean. T - 1500 1500 3000 .
Di schar ge o -- 7500 7500 15000 .
Part-Total T 7000 24300 24300 . 55600 .
Crew Share - -- -- 284160 . 2B4160 .
SUBTOTAL 2065 S0141 597268  90s%s . 1558899 .

Sales Coste
Conmi ssi on - T " 66925 . 66825 .
Freight & lInsur. -- - 1031E?S  30s375 . 412500 .
Storage . " o S375 28125 . 37s00 .
Production - - 150000 -- . 150000 .
Sampl es " o 100 300 . 400 |,
Sal es Commun. -- -- 300 300 . 600 .
SUBTOTAL 262s00  4o4ses . 667025

T0TAL COSTS 53260 1003ES 916217 1384098 . 29S3S61 .



Table 9.1d: Quarterla

Di sbursements Crirst Year)*

ption 4« — UESSEL PURCHASE ©
QUARTER QUARTER QUARTER QUARTER . YEAR .
SQURCES | 2 4 1
Administrative Costs
Salaries 10167 10167 10167 10167 40668
Benefits 1220 1220 1220 1220 4880
Travel 1250 1250 1250 1?50 5000
gffice Rent 1500 1500 1s00 1s00 6000 .
Conmuni cat i ons 900 400 400 400 1600 .
Texee & Licences 333 - - o - 333 .
QfFf. Swp. 6 Exp. 200 . 200 200 200 000 .
Dep.- OFF. Equip. -- o o 450 |, 450
Merber. & Assoc. 166 -- T - 166 .
Uehi cl e Expenses 467 4657 467 467 ., 1868
Uehicl e Lease 300 300 300 300 1200 .
Audit & Legal Fees  zooo -- -- 1333 3333
Conf erences 333 333 333 333 1337
Pronot i ons 2083 2083 20s3 2083 B332
Bank Charges 200 208 208 209 032 .
Bank | nterest 687 1292 2584 5226 S70S
Cont i ngenci es 500 500 500 S00 2000
SUBTOTAL 21814 19920 21212 25637 88583 .
erating Costs
ssel Insurance -- 17500 17500 -- . 35000 .
[laint. % Repairs -- 65000 -- -~ 65000 ,
Fi shing Gear T 16000 - - . 16000
Fuel T T 135000 135000 . 270000
Benefits " 5000 5000 5000 . 15000
Vessel Surveys 10000 o - - 10000
Li cences 2000 - " " . 2000 .
Crew Change " - 3000 3000 . 6000 .
Qper.- Travel T - S000 5000 . 10000
Qper. - Comun. 500 500 Soo . 1500 .
Vat chiren - - 1750 1750 . 3s00
Por t Char ges == - 1250 1250 . 2500
Agent Fees -= - 2500 2s00 . 5000
Sun. Equi p. Purch. -- 16000 - T 160m
Suppl. & Materials -- 1000 2000 2000 : S000
Mar. Saf. Consum, - - 1000 - - ] 1000 .
vessel Commun. T " 1s00 1s00 . 3000 .
Int.- Wrking Cap. 390 513s 12165 31019 48709 .
Int.- Uessel Loan -- " - 208333 . 208333 .
Depreci ation o - -- 250000 . 250000 .
Cont i ngenci es 5000 5000 5000 . 15000 .
Charter Fees -- - -- U
Cbserver o - o 15000 : 15000 .
Part - Tot al 12380 132135 192165 eeeBS2 . 1003S%2 .
Crew Deductibl es:
Provi si ons - 15300 15300 . 30600 .
Crew I nsurance o 7000 - - 7000 .
Laundry & Clean. -- - 1s00 1500 : 3000 .
Di schar ge - - 7500 7500 . 15000 .
Part - Tot al 70m 24300 24300 . 5S600 .
Crew Share - o 284160 264160 .
SUBTOTAL 12390 139135 21B465 975312 . 1393307 .
Sal es Costs
Conmi ssi on - - 6682S 66825 .
Freight & Insur. -- 103125 309375 . 412500 .
Storage. . S37S 2912s . 37500
Production 150000 -- 150000 .
Sampl es 100 300 400
sales_Commun, oL il 300 ____. 300 . ... 600_ .
SUBTOTAL 262900 404925 , 667025
ToTAL COSTS 34204 155055  500S77 1405874 . 2099710 .

* Pro-rated to 4 nonths where necessary.




Tabl e 9.2a: Annual Disbursements (Three-year Peri od) - all Opti ons

ROYALTY CHARTER . DEVELOPMENT CHARTER

SOURCES YERR YEAR YERR . YERR YEAR YEAR
1 2 3 . 1 2 3

Administrative Costs

Sal ari es 95000 47250 49613 . 63000 66150 69950
Benefits 5400 5670 5959 . 7560 7938 633s
Travel 20000 21000 22050 , 20000 21000 22050
O fice Pent 6000 6300 661s 12000 12600 13230
Communicaticns 1500 1575 1654 . 1500 1575 1654
Taxes & Licences 1000 1000 1000 . 1000 1000 1000
O f, Sw, & Exe. 1200 1260 1323 . 1200 1260 1323
[lep.- Of. Equip, 450 *50 4s0 | 900 900 900
Member. & Assoc. 500 Ses 550 . 500 525 550

Uehicle Expenses -- -- ,
Uehicl e Lease -- -- -- - - -
Audit & Legal Fees 5000 5250 5513 . 5000 5250 5513

Conf er ences 2000 2100 2205 . 2000 2100 2205
Pronot i ons -- -- -- . ol o =Z
Bank Charges 1000 1050 1102 . 1000 10s0 1107
Bank_ i nt erest 5353 -- - . 6914 - - T
Contingencies ~~ 2oo0 2100  2eos . 2000 2100 220s
SUBTOTAL 96903 05530 100234 124674 123448 129525

Operating Costs
Uessel Insurance -- - -, -- -- -
Maint. & Repairs - - - . - - -
Fi shing Cear - - - . -- -- -
Fuel - - - . - - --
Benefits - - -— . - - -
Uessel Surveys - - .
Li cences 2000 2000 2000 . 2000 2000 2000
Crew Change - - R
Oper.- Travel -~ - - -

Oper.- Commun. - - - So0 S25 SSo
Wt chnen - - - -- -- --
Port Charges - -- - -- o
Agent Fees - - T o o -
Sun. Equip. Purch. -- - - -- - -
Suppl. & Ilateriels -- - - - -= --
Mar. Saf. Consum - - ST - - -
Vessel Conmun. - - - 1000 10s0 1102
Int.- Wrking Cap. 650 - - 1170 o -
Int.- Vessel Loan - - T - - -
Depreci ation - - - - o -
Cont i ngenci es - - - - - -
Charter Fees - - R - - -
Cbserver - - - . - - -
Part - Tot al 2650 2000 2000 . 9170 11%0 1S22B
Crew Deductibles:
Provi si ons - - . 5400 9950 13230
Crew Insurance - - - . 1236 2163 31B3
Laundry & d ean. - - - - o
Di schar ge - - -

Part - Tot al -- - -— . 6636 11613 16413
Crew Share -- - - . -- -- -

SUBTOTAL 26s0 2000 2000 . 15806 23063 31641

Sal es Casts
Conmmi ssi on - - -
Freight & Insur, -- -- -
Storage. o -- R
Production - -- -
Sanpl es -- - -
Sal es Cormun. o -- -

T0TAL COSTS 990s3 97s30 102234+ . 140380 146511 161166




Tabl e 9.2b: Annual Di sbursenents (Thres-year Period) ‘- a1l Options

TIME CHARTER UESSEL PURCHASE
SQURCES YEAR YEAR YEAR . YE*R YEAR YEAR
1 2 3 . 1 2 3
fAdministrative Costs
Sal ari es 99000  10i?900  10BQOS . 40668 %2701 44836
Benefits 11760 12348 1296S . 4880 Siek S3B0
Travel 15000 15750 16537 . 5000 5250 5513
Ofice Rent 18000 10900 19845 . 6000 6300 6615
Comuni cat i ons 3200 3360 3528 . 1600 1680 1764
Taxes & Licences 1000 1000 1000 . 333 333 333
O f. Sue. & Exp. 2900 2520 2646 . 800 840 BEE!
Dep, - Of. Equip. 13s0 1350 1350 , 450 4S50 450
Menber. & Asscc. 500 525 550 . 166 274 183
Uehi cl e Expenses 5600 5880 617% , 1868 1961 20s8
Uehicle Lease 3600 3600 3600 |, 1200 1200 1200
Audit & Legal Fees 5000 52s0 S500 . 3333 3500 3675
Conf erences %900 Wo o 4410 , 1332 1399 1969
Pronot i ons 25000 26250 27562 B332 8749 9186
Bank Charges 2s00 2625 2756 . 832 ar3 917
Bank Interest 24327 25573 26020 . 9789 10878 10792
Conti ngenci es 6000 6300 6615 , 2000 2100 2205
SUBTOTAL 227237 238301 249303 88583 92911 974S3
Operating Costs
Uessel I'nsurance 35000 36750 385688 . 35000 367!50 3sgses
Maint. & Repairs 10000 10500 11025 . 65000 60250 71663
Fishing Gear 15000 15750 16539 . 16000 16800 17640
Fuel 270000 =2B3s00  29767S . 270000 203500 297675
Benefits 15000 15750 16538 . 15000 15750 16538
Uessel surveys . 20000 21000 22050 . 10000 10500 11025
Li cences 2000 2000 2000 . 2000 2000 2000
Crew Change 6000 9550 13230 . 6000 9450 13230
Qper.- Travel 10000 10500 11025 . 10000 10500 11Qz5
Oper .- Commun. 1500 1575 1659 . 1500 1575 1654
Wt chien 3500 3675 3059 3500 3675 3059
Port Charges 2500 2625 2756 . 2500 262S 2756
Agent Fees 5000 5250 5513 , 5000 52s0 5513
Sun. Equip, Purch. -- -- T 16000 16000 17690
Suppl. & Materials 5000 5250 5513 5000 5250 5513
Mar. Saf. Consum -- T - 1000 1050 1102
Uessel Commun, 3000 3150 3308 . 3000 3150 330e
Int.- Wrking Cap. 70639 74170 77880 . 48709 51144 53702
Int.- Uessel Loan -- o -, 208333 194444 100556
Depreci ation - T -~ » 250000 ?50000  =2s0000
Conti ngenci es 10000 10500 11025 . 15000 15750 16537
Charter Fees 720000 756000 793000 . -- - -
Observer 15000 15750 16538 15000 157s0 16530

Part-Total 1219139 1283145 1350515 . 10035W 1019963 1036062
Crew Deducti bl es:

Provi sions 30600 32130 33737 . 30600 32130 33737
Crew Insurance 7000 7350 7710 . 7000 7350 7718
Laundry & C ean. 3000 3150 3300 . 3000 3150 3300
Di scharge 15000 15750 16538 . 15000 1s750 1653S
Part - Tot al 55600 $8380 61301 . S5600 SB380 61301
Grew Share 284160 %9063 2016 . 284180 969063 482016
SUBTOTAL 1558893 1800588 1833832 . 1393302 1537406 1581379

Sal es Costs
Commi ssi on 6602s S2441 97063 66025 CEETS] 97063
Frei Dht & Insur. 912500 433125 454781 . 412500 433185 4547861
Storage 37500 39375 Y1344 37500 39375 41344
Producti on 150000 157s00 165375 . 150000 157500 165375
Sanpl es 400 420 Y1 | 400 420 421
Sal es Commun. 600 630 662 , 600 630 662
... SUBTOTAL 667025 723991 759666 . _| 667025 723481 759666
ToTAL COSTS 2953S61 27623S0 2903901 . 209S710 2353800 2438504
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I ncrease, except for depreciation of furniture and the vessel

which use a flat-rate capital cost allowance, and interest on the
vessel loan which reflects a decreasin? principle balance. @n
items influenced by the paynent schedule For |andings, such as
crew share and Sales Costs, the effect of a 60-day delay i s
i ncl uded, Qperating Costs For the latter three options also

include an increase in Inuit crew nunbers by two nenbers each
year.

9.23 Total I|ncone

Evaluation OF incone from the 750-tonne |evel of
landings utilizes estimates based on previous shrinp charters of
$750 per tonne for the first option, S500 per tonne for the
First year OF the second option and increasing by !6100 per tonne
for subsequent years, and a recent blended average price of S2970
per tonne as described in Section 7 on Marketing for the |ast two
options. All incone figures are also increased by a s% inflation
factor simlar to that applied to annual expense | NCreases.

Total inconme fromthese projections can be summarized
as follows:
Options Year 1 Year & Year 3_
Royalty Charter $ 562, 500 $ 590, 625 S 620, 156
Develaopment Charter 375, 000 t72,500 577,500
Time Charter 2,227,500 2,338,875 2,455,818
Uessel Purchase 2,227,500 2,338,875 2,455,819
_ Actual receipt of these funds includes a 60-day paynent
period fromthe date of off-Ioading. For this reason, we have
assuned for cash flow purposes that 25% OF the incone in any one
year will not be paid until the follow ng year.

9.3 Cash Fl ow analysis

Conbi nation OF the disbursenents and revenue, as outlined in
t he previous sections, relative to their likely occurrence as an
indicator of cash flow and final cash position of the project
after three years is shown in Table 9.3 for all options.
Expenses are shown as occurring over a full year, whereas, if
fishing activity can be comenced this year, sone OF the fixed
costs will certainly be |ower. Revenue is not expected to accrue
until the Fourth quarter; a carry-over in accounts receivable

also occurs in each year, The final cash position over the
suggested three year period for each option is as follows:

Royalty Charter - At the end of the First year it is
expected that $322,822 will have accrued to this neans of

operation, and i ncreasing by approximately S500,000 per year, for
a final cash position of $1,313,424.

Development Charter - A |esser anount of $140,870
compared to the above option is expected to remain at the end of
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the first year in this option. However, the rate of increase for

subsequent years will be greater; roughly S300, 000 for the second
year and $400,000 for the third year, fur a final 1level of
3832,568. Projected into the future, the final cash position of

this option mght well be expected to approximate that of a
Royalty Charter.

Tine Charter - A debt position of $783,336 i S expected
at the end of the first year for this option. This is expected
to grow by nearly SS00,000 per year to a final cash debt of
S1,711,S03 by the end of three years.

Vessel Purchase - Like the Time Charter, this option is
expected to result in a debt position at the end of the first
year, even based on only four nonths disbursenents. This | eve
of $429,08S | s, however, expected to increase only very slowy
over the next two years to a final cash position of $483,783.

From these data we can progect the initial capitalization

likely necessary for each option. These are suggested bel ow along
with the figures used to Jjustify them:

Tot al Initial Fi nal
Opt i ons Ilisbursenents Capi talization Cash
Royalty Charter $ 99, 053 $ 100, 000 $ 322,822
Devel opnent Charter 140, 380 150,000 140,870
Time Charter 2,453,961 800,000 (783,336
Vessel Purchase 2,099,710 650,000 (429, 085)

The basis for suggesting the initial capitalization for the
First two options lies in covering the total disbursenents before

i nput of revenue. For the latter two options, it lies in making
up for the final cash debt position. For the Uessel Purchase, it
al so includes provision for a S500,000 down paynent, but the

elimnation of vessel depreciation allowance in Cperating Costs.
It should be renmenbered at this point that the Uessel Purchase
option cannot be taken at face value here, because it only
represents four nonths of the year, and any calculation of
initial capitalization nust take into consideration the overal
final cash position for the first and subsequent years.

9.4 Qperational Option Assessment

G ven the unknown factors in regard to stock biomss and
pertinent biological paraneters, i nvestnent in plant processing
facilities ashore at this time is not considered a viable option
The only alternative is thus the use of a vessel to do both
harvesting and processing to final market form Since traw ing
power , processing capability, and product storage and fuel
capacity necessary for operation in this northern region of the
project area, as discussed in Section 4, are insufficient 1in
smal | er vessels, options have only been examined relative to
adequate types and sizes of vessels currently available for
purchase or charter, namely those in the 35 to 50 metre overall
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length category. The overall economc benefits of the Four

options examned in this group have been summari zed (Table 8.4),
and are assessed bel ow.

The Royalty Charter, al though nore profitable than the

others in generating alnost $1.5 mllion, does not denonstrate
any commtnent toward the betternment of regional interests wth
no Ilnuit crew shares, and therefore would not Ilikely be

acceptable by Fisheries and COceans Canada.

As wWith the setting up of shore facilities, the ngjor
commtnment toward Uessel Purchase cannot be Justified given
current know edge of the stock, not to nention the final cash
debt position (even though close to break-even) and the obvious

lack of alternative Fisheries during the other eight months of
the year.

The wuse of a Tinme Charter would likely be acceptable to
Fi sheries and COceans Canada, but would be prohibitively expensive
at a final cash debt position of alnost 31.5 mllion. The
conplexity OF setting up and operating this type of approach al so
takes much nore tine and effort than are likely available at this
st age.

The final option, and therefore the nost acceptable option,
appears to be the Devel opment Charter, which shows a final cash
position of close to $1 mllion and Inuit crew shares of nearly
$250,000, the latter not grossly different fromthe Tinme Charter
or Uessel Purchase. This form also allows an increasing degree
of participation by the Corporation, dependent upon fishing
success and corporate objectives. The final cash position of
somewhat better than S1.1 mllion at the end of three years, wth
the inclusion of the initial capitalization suggested for this
option, woul d al | ow serious consideration of purchasing a vessel
at that tinme, when the stock and operating costs are better
known. This should cover the proposed SO.S mllion down payment
on the vessel and the inflated final cash debt position of close
to 30.5 mllion as indicated, with approximtely S100 000 |eft

over for up-front preparation of the vessel for purposes other
than shrinp fishing.
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Table 8.4: Total Econom c Benefit Projections (After Three Years)

Sour ces Roualty Devel opnent Ti nme Uessel
Charter Charter Charter Pur chase
Fi nal Cash 1319424 832568 (1711503) £483783)
Uncol | ected Rec. 155033 144375 613955 613955
Sal es Costs Owing - - (190159) (190159)
Crew Shares Ow ng T T 127139> (127139
Cash Subtotal 147v363 svmmiy | ciweever | (1ariee
Imuit Crew Shares:
Pai d - 2173395 258236 258236
Due -- 25666 33904 33903

Crew Subt ot al -- 247061 £92140 292140

Total Benefits 1474463 1224004 (11227205) 10s015
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10. COMMERCIAL JO NT UENTURE

As it is the intention of the three Inuit groups of Baffin
I sland, northern Quebec, and Labrador contracting this project to
pursue this potential fishery together to the nutual benefit of
their peoples, this section outlines a framework whereby this
goal can be approached -— a Joint Uenture Corporation with.equal
rights for each.

10.1 Goals and Objectives

Corporate Mission
To realize the maximum |ong-term econonmc and socia
benefits fromthe living marine resources of Hudson Strait and
Ungava Bay.

Corporate Goals

1. To establish and muintain a profitable Jjoint
venture corporation which will nanage the harvesting, processi ng
and marketing of the living marine resources of Hudsun Strait and
Ungava Bay.

2. To make nmaxi mum use and devel opnment of the human
resources in the area of corporate operations.

3. To ensure that the practice of the corporation
involves the pursuit of social and econom c benefits for persons,
busi nesses and corporations operating in the Hudson Strait and
Ungava Bay areas.

Corporate (bj ecti ves

1. To develop a corporate structure which wll manage
the business activities of the Joint Uenture at mninmal risk to
shar ehol ders.

2. To acquire the necessary and sufficient financial
and hunan resources to ensure the success of the business venture

by making effective wuse of econonmic developnent funds from
private and public sources.

3. To acquire the fishing |licences necessary to
harvest the resources of Hudson Strait and Ungava Bay and to
ensure that the resource base can safely provide marketable

product in quantities which will mnake the operation profitable.
4. To devel op agreements wth corporations and

i ndi vi dual s, when necessary, for the harvesting and processing

activities. These agreenents are to allow the maxi mum return on

investment and, where possible, to yield a 10% advantage to
corporations or individuals nmaxim zing |ocal resources.



5. To 1dentify and deveIOﬁ agreenents  and/ or
contracts for the sale of products. To the extent possible the
pre-sale of products will be pursued.

6. To ensure maxi mum re-investnment of net prufits is
mai ntained until the corporation’s financial position is stable.

10.2 Corporate Structure

This section presents an overview of the corporate structure

which 1Is suggested as the neans of inplenmenting the Joint
Uent ur e.

10.21 Sharehol ders

The Joint Uenture will be nmanaged and operated as a
Federally chartered limted liability corporation where the
voting shares will be held by the following three corporations:

1. QIQIRTAALUK CORPORATION
2. LABRADOR INU T ASSOCIATION and
3. MAKIVIK CORPORATION

These cor porati ons, as shareholders of the new
cor porati on, should therefore identify individuals who are their

| egal representatives to vote the shares of the new Joint
Uenture Corporation.

The sharehol ders shoul d al so devel op a docunent which
clearly identifies the delegation of authority allowed by each
| egal representative, and these docunents should be nmade known to
al | sharehol ders so that each clearly understands the limts of
authority delegated to these representatives.

The three legal representatives of the shareholders
should also serve as directors of the Joint Uenture Corporation
Jucy .,

10.22 D rectors

The directors of the corporation are to be selected on
the basis of their ability to assist in the developnent and

pronmotion of the goals and objectives of the corporation. To
allow the best mx of persons For this it is suggested that the
Board of Ilirectors consists of the following (Fig, 10.1):

Position 1- Chai r man; President and Managing Director of the

Joi nt Uenture Corporation
Posi tion 2- Sharehol der Representative of Q qiqtaaluk Corporation
Position 3- Sharehol der Representative of Labradour Inuit Assoc.
Posi tion 4- Sharehol der F?epresentative of Makivik Corporation
Position 5- |lenber; Board of Directors, Q gi gt aal uk Cor poration
Position 6- flenber; Board OF Directors, Labrador Inuit Assoc.
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Menber
L (Legal)
—_——_—————————
| Shar e- :
Member Hol der’ s
‘ Rep. \
;I Qiqiqtaaluk Corporation J' Menber
- (Fi nance)
[ —— —— — — — — — 1
| Shar e- | - JVC Presi dent
Appoi nt ed El ect ed
Member Hol der’ s .
l Rep 1 ( Chai r man)
v ]
‘L_Lahr_artcu- I nuit. Association 1 Member
—_ —_ —_— ( Business)
r a 1
|
| Shar e-
| Member Hol der’s f—t
Rep. \
\
| Makivik Corporation Member
L — — — e — —_—— J
( Marketing)
Figure 10.1: Board of Directors




29

Position ?- Menber; Board of Directors, HMakivik Corporation
Position B~ Elected nmenber with legal credentials

Position 9- Elected business person

Position 10-Director of Finance

Position n-Director of Marketing

The tenure of office for the above positions should be
as follows:

Joint Uenture Corporaticon

This position should be for a period of three years
mnimum wth no limts to the nunber of successive appointnents

as President and Managing llirector and Chairman of the Board of
Directors (BDD).

Position 2 Shareholder Representat ive of Qigigtaaluk Corporatiaon

This position should be for a period of two years but
should be tined so as not to coincide wth the period of the

Presi dent . I f appointnents to the board are sinultaneous with
t he President, then the first period should be for a period of
four years. There is no limt to the nunber of successive terns

a Person may serve in this position.

Position 3 Shareholder. F?epresentative..af _Labrador |nuit Assoc

This position has the sanme terms as position nunber 2.
Position 4 Sharehol der F?epresentative of .nakivik_Corporation
This position has the sane terns as position nunber 2.

Position S Member; B—e-~-d- of Directors, Qigigtaaluk Corporation

This position has a period of tw years and the
appoi ntee should not be eligible for nore than 3 successive
terms. However, election or appointment of the incumbent must
take place every two years.

Position 6 Meoher:, Board of Directors, lLabrador lnuit Assoc.

This position 1s the sane as position 5.

Position 7 Member; Board of Directarns. Makivik Corporation

This position is the same as position 5.
Position e Elected nmenber with legal credentials

This position is an annual term appoi ntnment where there
is a limit OF Five successive terns allowed for any one person.
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Position 9 El ected- business persan

This position is a 2 year term appointnent where there
is a limit of four successive terns allowed for any one person.

This position is For a term of tw years wth no ’'linmt
to the number of successive terms the person may serve.

Position 11 Director. or Marketing

This position is for a termof two years with no Iimt
to the nunber of successive terns the person may serve.

10. 23 Devel opnent Pl an

The proposed organization is presented for the first
three years in accordance with the financial projections. Thi s
approach is taken because the anticipated revenue and operating
capital could not support a larger structure at this stage of

devel opnent, nor would additional staff have sufficient duties
during this period,

The start-up organization (Fig. 10.2) will establish

The Sharehol ders

The Board OF Directors

The President and Managing D rector

The Secretarial and Admnistrative Support

W w U+

The shareholders of the Corporation, being thensel ves
cor porati ons, nanel y: Q@iqigtaaluk Corporation, Labrador Inuit
Associ ation and Makivik Corporation nust ensure that the person
selected to vote the shares of the corporation is duly authorized
to represent the holding corporation in all responsibilities of
t he sharehol der,

It is recommended that the presidents of the three
corporations holding the shares be duly authorized to perform all

responsibilities of the shareholders OF the Joint Uenture
Corporation in a formal, legal document.

If the shareholders of the three holding corporations
create specific procedures For authorizing their presidents to
vote their shares of the JUC, then these should be nmade known to
all three parties so that a clear understanding of all delegated
authority will be established and will allow snooth operations of
the JUC

The shareholders should approve a sharehol ders agreenent
and Bylaw No. 1 at the tinme of the appointnent of their |egal
representatives ,
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10. 3 Agreements

10.31 Sharehol ders agreement

A guide to the developnent of a l|egal shareholders
agreenent, including terms and conditions which should be
consi der ed, may be found in AppendixO. In addition, attention
to the follow ng specific points are recomrended:

(9, Appaintnents_and Proxus

The shareholders of the Joint Uenture Corporation (JUC) are in
fact other corporations which in thenselves have sharehol ders and
directors. This, therefore, necessitates the establishment of
representatives who have the delegated authority to vote the
shares of the JUC. Each of the three shareholders nust therefore
designate such a legal representative.

Recommendations

The | egal representatives designated to vote the shares
of the Joint Uenture Corporation will be the presidents of the
three corporate sharehol ders.

A detailed and proxy docunent which defines the powers
and procedures for executing these powers should be devel oped and
signed by the nenbers of the Board of Directors of each
shar ehol der corporati on. This document should be filed with and
included in the corporate docunents of the Joint Uent ure
Corporation so that each shareholder is aware of and clearly
understands the authority delegated to the |egal representative.

The Joint Uenture Corporation Bylaw No.1l nust provide
sufficient time and process to allow the |egal representatives to
consult with their own Board Of Directors prior to the annual
meeting of shareholders or any meeting of the Board of Directors

where issues not included in the proxy document are to be
addr essed.

(Bl Issue Of _Shalﬁs_

The shareholders should agree to issue a specific
nunber of voting shares and this nunber of shares should be
divisible by three with equal nunbers for each party, The common
shares must be covered with a shareholders agreenent which

includes all normal and some special aspects of control of
shares. The suggested inclusions in the sharehol ders agreenent
secti on, whil e not exhaustive, should form the essence of the
agr eement . The Corporation should also create at least three

ot her classes of shares which are non-voting but preferred shares
to be created and issued as a neans of attracting investment
and/or Joint ventures designed to be of assistance to the
devel opment of the <corporate business. These ot her shares shoul d
be redeemable by the Corporation as and when agreed conditions
are net.
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Recommendat i ons

The Corporation issues 10,000 common shares to each of
the three parties and these shares be governed by a shareholders
agreement.

The Corporation should be capable of |ssuing three
ot her classes OF shares, such as:

CLASS A - Non-voting preferred shares

These shares are to be issued by an unani nous decision
OF the Board OF Directors and should be issued For raising Funds
For the Corporation. The shares should be redeenmable under
stated conditions and should have specific rates OF interest For
each share.

CLASS B - Non-voting preferred shares

These shares should be created on a need basis and
should be specifically created to provide a means OF payment to
persons or corporations who may beconme involved in a joint
venture where payment O dividends on this class of share my be
beneficial to the menmbers OF the Jjoint venture.

CLASS C - Non-voting preferred shares

These shares may be the same as above, but may have the
additional benefit of being owned by the Corporation itself.
These nust, however, conply wth the Canadi an  Busi ness
Corporations Act sections which govern shares issued and owned by
t he sane corporation

10.32 Bylaw No.1

A sanple first bylaw has been included in this document
as Appendix E. It 1s presented For consideration of the Board of
Directors of the Corporation. Although it has been nodified to
fit the circumstances of the JUC somewhat, further examination of
each clause as to its exact relevance is warranted. o ‘prine
consequence is the adaptation of the quorum as appropriate to
this proposed JUC wherein representatives of all sharehol ders
must be present at neetings of shareholders and the Board OF
Directors to constitute a quorum such that the interests of each
of the three Inuit groups is saFeguarded.

10. 33 Corporate Policies

These policies are presented as a framework for
devel opnent of detailed policies to be prepared and submitted For

approval by the Board of Directors. | npl ementation will be upon
appoi ntnent or election of the President and tlanaging Director.
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General Management Policies

Policy #1

It is the policy of this corporation to be nanaged within
the conFines of (a) a long term strategy pl an, (b) an annual
wor kpl an and (e) an annual budget.

The strategic plan will be devel oped and submtted to the
Board of Directors on an annual basis and will be received by the
Board at |east three months prior to the start of the new fiscal
year.

The work plan and budget will be devel oped and submtted to
the Board of Directors at |east one nonth prior to the start of a
new fiscal year

Policy #2
The Board of Directors will receive a quarterly perfornmance
report against the workplan and budget. This performance report

will be based on exception vreporting and will consist of
explanations of variations and impact of variations.

Policy #3

It is the policy of the corporation to pursue t he
devel opnment of all staff in accordance with the human resource
requi renments of the corporation and the skills, capabilities and

capacities of enployees through a process of career planning,
successi on planning and internal and external training.

Policy #4

It is the policy of this corporation to nmake maxi mum use of
nodern technology in all operational and adm nistrative areas of
t he corporation.

Policy #5

It is the policy of this corporation to make the maxi num use
of | ocal support services and human resources. The | ocal
services and hunman resources are defined as being individuals,

busi nesses and corporations who are operating in the geographical
areas of the corporate operation or function

Policy #6

It is the policy of this corporation to acquire all services
and material through a conpetitive process. This conpetitive
process can be as sinple as price conparisons or request For
proposals to public tender for services and materials.

Policy #7

It is the policy of this corporation to nmnage its
devel opment within the following priorities:

(a) The maintenance of the mnimal |ong-term debt through a
process of strong debt control, i nvest nent pronotion, governnent
assi stance for human resource devel opnent, and re-investnent of
retained earnings into devel opnent.
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(b] Creation of the mniml nmanagenent infra-structure wth

a well devel oped plan of expansion based on corporate revenue and
managemnment requirenents.

(c) Illevelopment of business on the basis of capitalization
on the fastest return on investment during start-up, with growth
being 1n accordance with long-term return on 1investments after
this has been realized.

Policy #8

It is the policy of the corporation to staff all managemnent
and supervisor positions in the Corporation only after the
position describing the duties, the authorities and candidate

profiles are presented to the Board of Directors and approved by
an unani nous vote.

Financial Policies

Policy #l
1t is the policy of this corporation to ensure its financia
viability t hr ough the re-investnent of earnings in t he

corporation’s devel opnent until i1ts balance sheet demonstrates a
net worth in excess of one million dollars,

Policy #e2

The corporate policy for financial planning involves the
production of nonthly statenments of accounts which as a m ni num
shal I i ncl ude:

ta) a profit and |oss statenent
b a bal ance sheet

(c) an aging of accounts receivable with an explanation for
accounts over 90 days

(d) an aging of accounts payable with an explanation for
accounts over 90 days

(e) a summary of <contracts For services and/or materials

For values in excess of $%$5,000
(f) a budget variance report

(g) a travel expenditure report

On a quarterly basis, the financial report will include al
of the nonthly reports. However , the followng performance
nmeasures wll also be reported:

(a) a budget variance repurt with a forecast of the vyear-
end financial position relative to the budget

(b)  when sufficient history is available, the quarterly
report will include a conparison O :

1. this year to date vs. last year to date
€. this quarter vs. last quarter
These comparisons wll be wth respect to budgets and the

approved financial perfornmance neasures.
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Policy #3

It is the policy OF this corporation to send statenents on a
minimum aof twice nonthly and to actively pursue accounts not

paid up within 45 days of the statenent. Al accounts over 90
days wll be actively pursued and at 120 days |egal actian ill
be taken by the corporation.
Policy #~

The Board of Ilirectors will approve the terns of credit for
custoners by: stating the rate-of interest on outstanding
accounts, the period for application of interest on the account,
the process for conducting credit checks and the process for
col l ecting overdue accounts. The President and Managing |lirector

must submt a proposal for the above credit ternms on an annual
basi s.

Policy #5

It IS the policy of the corporation to nanage and control
travel costs For all enployees and directors of the corporation.
The operational workplan will provide the process of approval for
regul ar or schedul ed travel throughout the year. Non- schedul ed
travel, however, shall be managed through a process of pre-travel
approval . This approval will involve the foll ow ng:

(1> charters of aircraft, boat s, shi ps, speci al vehicles

(non-autonobile type] require

the approval of the Board of
[lirectors

(2> energency charters may be approved by the President and
Managing Director but must be presented to the Board Of Directors
at the first nmeeting after the approval of the energency charter

r3)> non-schedul ed operational and/or managenent travel nust
be approved by the senior functional nmnager if it 4is not

contained in the annual workplan; the President and Managi ng
Director may approve any donestic or foreign travel

4> all foreign travel is specifically reported in the
monthly financial report system

(5) only in the case of energency or corporation urgency
may any officer or enployee travel first class at corporate
expense. The i ndi vi dual may select first class provided that

he/ she personally pays the difference between econony class and
first class

~ (6) Violation of travel policies are gr ounds for
disciplinary action which can include suspension wthout pay or
dismssal from the Joint Uenture Corporation

Policy #6

It is t he policy of the corporation to provi de
transportation to contractors working u“nder contract to the
cor poration, All cantracts nust contain specific clauses which

restrict travel expenses to econony class and charters.
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Policy #7

It is the policy of the corporation not to pay travel or
accommodati on costs Ffor persons not enployed by the corporation.
Famlies of corporate staff my be provided transportation under
speci al conditions as approved by the Board of Directors from
time to time, but each ~case nmust have prior approval of t he
Pr esi dent and Managing Director and be reported in the monthly
financial reports to the directors.

Policy #8
Itis the policy of the corporation to nmaintain a record of
del egation OF authority for signing of contracts, bank | oans and

cheque issuing. This instrument wll be reviewed Fromtine to
time and wll be nodified by the Board of Directors’ majority
vot e,

10. Y Operational Procedure Cuidelines

These guidelines are presented for executive discussion and
nodi fi cations. The directives herein are For defining the
procedures to be inplenmented on appoi ntnent of the President and
flanaging llirector.

The Board of Directors will approve the foll ow ng practices:
1. The President and Managing Director will be responsible for
acquiring the necessary professional assistance, on an as

required when required basis, to prepare for submission to the
Board of Directors the foll owi ng docunents:

(a) A business plan For a three-year period which consists
of : a one year budget on a nonthly basis and the remining two
years on a quarterly basis, a cash-Flow analysis for three years,

an opening balance sheet and a detailed description of the
revenue Forecast.

(b) A corporate operational strategy and workplans which
will be prepared and presented to the Board of Directors at least

three months prior to the end of the fiscal year. The corporate
oper at i onal strategy will cover a five-year period wth annual
objectives and the workplan will cover a three-year period with

details by quarter.

(c) Monthly performance reports to the Board of Directcrs
which report on variances between plans and performance

(d> The Annual Report to the Sharehol ders.

2. The President and Managing Director wll be authorized by the
Board of Directors to:

_ ila) Sign any contract for the sale of product up to and
including the value of $200,000. Ualues in excess of this



require Board of Directors approval unless specific (directions

have been given to the President and Ilanaging Director prior to
t he contract signing.

(b)Y Authorize the contracting or purchase of any service,
comuodi ty, or equipnment up to a value OF .%00, 000 provided that
the service, coomodity or equi pment has been approved in the

OEeratipnal wor kpl an and budget . If not in the budget or plan
t he maxi num val ue i s %0, 000.

(cl Engage enpl oyees and di sm ss enpl oyees as the workl oad
and or performance of individuals  warrants. Positions in
Fi nance, operations and marketing are included in this authority.

fd) aApprave contracts for consultation services as follows:

(i) Single source, directed contracts up to !620,000 if
the work was included in workpl ans.

(ii) Contracts resulting from tenders or requests for
proposals of a value up to S1I00 000 if the work
was approved in the workplan.

(iii) If the work is not included in the workplan the
maxi mum val ue is !310, 000.

(e) Authorize the follow ng:

(i) Creation of a special managenent advisory ad hoc

comm ttee for analysis of various aspects of busi ness
opportunities. These committees will have conplete terns of
reference approved by the Board of Directors and will deal with

speci fic subJects.

(ii) Determ ne the honorarium of ad hoc commttees and

authori ze expense clains. These are al so governed by corporate
travel policies.

(iii) Approve overseas travel associated wth work-

related duties of corporate enployees and other non-enpl oyees
approved to travel on corporate business.

(iv) Any activities which are directed t owar ds
receiving federal or provincial governnment assistance in the
areas of: training asslistance, wage suhsidies, government grants
and/or contribution for economc or social devel opnent and/or
capital or operational funding or |oan guarantees.
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11. 13 EVELOPMENT-OPEP ATIONAL PLAN

~ This section 1s 1ntended to define, in sequence, the
activities necessary to inplenent the Joint Venture Corporation.

11.1 Organizational Structure

To properly develop the organizational structure, it wll be
necessary to control t he appoi ntnent of staff such that the
cor poration will remain financially viable with m ni mal
operational  funds. The policies and objectives of the Joint
Uenture Corporation are designed to mnimze capital Funding risk
and, therefore, all activities should be exanmined to mnimze

expendi t ures.

11, 11 Sharehol ders

There is, however, the necessity to expend funds for
setting wup of the Joint Uenture Corporation and to nmanage these
activities throughout the development peri od. In order to ensure
that the venture is under good managenent at all times, t he

followi ng plan of action is reconmended.

1. All three shareholders identify a nutually acceptable person
to serve as a coordinator and tenporary custodian of docunents
and funds for the period of devel opnent and up to the appointnent
of the President and Managi ng Director

2. The custodian will be responsible for ensuring all activities
are organized and managed and that necessary expenditures are
controlled as directed by the three prospective sharehol ders.

3. The sharehol ders shoul d—authorize the custodian to arrange
t he foll ow ng:

(a) To open a tenporary bank account from which costs of
i ncorporation will be paid, and to receive from each sharehol der
a deposit of five thousand dollars (%, 000).

(b)Y To develop fromthis docunent, jnstructions to a |awer
for the formation of the Joint Uenture Corporation with
sufficiently broad letters of patent to cover all aspects of

fisheries and rel ated busi ness.

(c) To arrange for the shareholders agreenent and the
of ficial Bylaw No. 1.

(d> To prepare for the sharehol ders, a nunber of proposed
cor porate nanes

4. The custodian will then proceed wth:
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(a) Obtaining the name search and having the application
for Incorporation conpleted and submtted. This will require
decisions OnN: share structure, address of the corporation,
sharehol der 1identifications, directors, and the Iike.

(b Developing the banking resolution and transfer of funds
remaining into the corporate account. This will require
dec:isions on borrow ng noney and cheque signing authorities.

fc) Ssigning the sharehol ders agreement and convening the
first sharehol ders neeting.

(d> |f the shareholders deem it econonically sound, they
may at this tinme appoint a President and Managing Director or
they may continue with the custodian.

(e) The custodian, or the President and flanaging Director
i f engaged, will then convene the first meeting of the Board of
Directors.

11.12 Directors

At start-up, the nunber of nenbers on the Board of
Directors need only be seven, nanely the President and tl anagi ng
Director plus the two appointed representatives from each of the
t hree sharehol ders, As the JUC devel ops, the other four elected
nmenbers can be added as necessary.

' Upon appoi nt nent, the first nenbers of the Board of
Drectors will:

1. Review and adopt the official Buylaw No. 1, which will
necessitate the determination of initial capitalization on a per
share basis required to successfully pursue the objectives of the
JUC, establishnment of the location for an operational office, and
setting of the fiscal year relative to start-up and /or expected
cash flow from fishing activities.

2. Direct the President and tlanaging Director or the custodi an
to review ga)l proposed financial and operational policies and
procedures and to prepare these for submssion to the Board of
Directors for approval.

3. Direct the President and Managing Ilirector or the custodi an
to prepare a strategic plan and workplan based on the feasibility
study and direction fromthe Board of Ilirectors. This WII
include a schedul ed cash-flow analysis.

4. Direct the President and Managing Director or the custodi an
to prepare a position description and candidate profile for any
positions deenmed necessary for start-up devel opment. This will

also 1include a schedule of delegation of authority to these
positions.

5. Direct the President and Mamaging Director or custodian to
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establish the office and obtain the necessary corporate supplies
to operate during this devel opnent peri od.

11. 13 Executi ves

The recruitnent and selection of corporate executives
Wil be conducted over time such that development 1is in
accordance with financial constraints. The executive group will
consist of the President and Managing Director, and the Directors
of Finance and Marketing. 't nmay be advisable during the

devel opnent period to consider contracting-out the work of the
latter two positions on a task oriented basis

The concept of contracting-out the nmarketing and
finance may be viable and economcal if the business devel opnent
has a substantial seasonal peak with a |lower level of activity on
the of f season.

The conplexities of start-up with mniml operating
funds makes the risk associated with executive selection very
high, and for this reason it is recommended that prior to
engaging an executive, the duties and authorities be clearly
defined and that a comprehensive candidate profile be developed
prior to recruitment. It i1s recommended that professional
assistance be obtained on development of the candidate profile
and that once this is developed it forns a key conponent of the
sel ection process.

11. 2 Development Procedure Guidelines

The devel opnent procedures to be followed by the corporation
are mainly dictated by the policies presented in this docunent.

However, since the start-up period will be tightly constrained
due to 1limited Financial resources, it is suggested that the
Following -practices be inplenented,

1. The sharehol ders appoint one of their executives as a
vol unteer custodi an. Since this will be a part-time position
until such times as |icences, markets and harvesters are

identified and evaluated, the custodian would maintain the
activities w thout being a burden.

2. The custodian could be selected on the basis that he/she
would be a likely candidate as either the |legal representative of
the shareholder or the nenber of the Board of Directors, or one
of the shareholders who would be a likely nmenber of the Board of
Directors of the Joint Uenture Corporation at a |ater date,

3. The custodian would prepare a detailed activity plan and
schedule for start-up developnment and subnit it to the President
of each of the sharehol der corporations. Upon each President

signing the plan and schedule, the custodian would then report on
a weekly basis progress nade according to the plan.

4. The custodian would have the Full powers of the President and
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Managing Director and would perform all duties associated wth
planning and nmanagenent of the corporation until such tine as the
first set of directors is appointed.

5. The Board of Directors of the Joint Uenture Corporation will,
during start-up, meet at |east once per nonth for the purpose of
approving the operational plan and schedule of the custodian or
the President and Managing Illirector.

6. The custodian or the President and Managing Director nmay use
menmbers of the Board of Directors of the Joint Uent ure
Corporation to assist in arranging or conducting 1liaison work
with officials of governnents and other businesses.

7. The custodian will control the expenditures of all nonies
allocated to the corporation prior to the approval of the banking
resolution and the establishnent of a corporate bank account
requiring hiss/her signature plus one other signature of a
representative of one of the sharehol der corporations.

0. A petty cash account of an anobunt not exceeding S300 will be
est abli shed by the custodian.

9. The Corporation will pay an honorarium for participation of
menbers at Board of Directors nmeetings at the rate of S100 per
nmeet i ng, and also travel costs from the residence of the Board
menbers to and from the designated neeting place in accordance
with travel allowances as approved for corporate staff. Any

menber of the Board may Wiive the right to the honorarium and yet
apply for the travel allowance.

11. 3 Revenue Relocation

The Joint Uenture Corporation Isto be considered as a |ong-
term investnent by each of the shareholders and, therefore, t he
revenue allocation plan is designed to reflect this commtnent.

The nmethods of distribution of profit after taxes wll be
dependent on the terns and conditions of all classes of shares.
| F any shares other than the capital stock shares of the JUC have
been issued, the distribution of profits will be utilized to neet

the commtnents of these shares and the balance of the profit
will then be allocated to the capital stock shares.

The policy OF the Corporation is to not declare a dividend
in the «capital stock shares wunless both of the Follow ng
condi tions have been net:

1.  The retained earnings exceed $250,000 during the fiscal year,

2. The Corporation has reinvested at |east one nillion dollars
of earnings back into the Corporation.

When the above conditions have been met then the dividends wil
be distributed on an equal share basis to the sharehol ders.
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l12. EMPLOYMENT AND TRAINING

The objectives of the Corporation require the executive and
managenent to make every reasonable effort to engage |ocal staff,
and where necessary and feasible, to train and devel op persons to
meet the skill requirenents over tine.

1?.1 Job Creation

The corporate strategy of business devel opnent with

restricted capital investnment will nost probably limt the nunber
of new Jobs to be created during start-up. For the selected
Devel opnent Charter option, it is anticipated that the follow ng

Jobs woul d be created:

(a) President and flanaging Director
b)) OFfFfice Secretarial Support
(c) 3 to 7 vessel crewren

12.2 Human Resource Devel opnent

The developnment of hunman resources should consist of a
program supported by the Canadian Enploynent and Inmigration
Commi ssion’s  Enpl oynent Strategy Program This program has at
least three elenments which are applicable to the development of
the Joint Uenture Corporation activities.

The “Job Entry” sub-program is directed toward young people
who have experienced difficulty in making the transition from
school to gainful enploynent. This program allows a corporation
or person to provide both classroom and on the Job training for a

person for g period up to S2 weeks. There is no cost to the
business serving as a training place host to the program

The “Job Devel opnent” sub-program is designed to provide
subsidies for classroom and on the Job training for persons of
all ages who have been unenpl oyed for considerable time and are
required to inprove skills to becone nore enpl oyable. This sub-
program under certain conditions provides 60% of wages plus cost
of training.

The “Re-Entry” sub-program is designed to assist in the
devel opnment OF marketable skills for persons who have been out of
the work force for sone time and provides training costs and
trai nee’s incone.

All of these prograns are available to assist the Joint
Uenture Corporation develop a skill base within the |ocal |abour
force. When the Corporation has a definitive devel opnent
schedule and is 1n g position to develop their staff, maxi mum use
should be mde of such progranms so that career planning wthin
the Corporation 1s well developed and practical.
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13. LI CENSI NG REQUIREMENTS

13.1 Harvesting

In order to fish for any species wthin Canadian waters, it
1s necessary to have a valid fishing licence from Fisheries, and
Cceans Canada for the species and area in which operations are
i nt ended. Gven the limted entry policy that departnment has in
regard to new fishing effort, permssion for this enterprise
woul d undoubtedly have to cone directly fromthe federal flinister
of Fisheries. At this tine representati ons have been nmade to the
flinister, and discussions have been held in this regard wth
seni or depart ment al staff nmenbers, the idea having been net wth
a significant degree of support.

Simlarly, if it is not possible to arrange a Canadian
registered charter vessel for this operation, pernission to
obtain a foreign charter would have to cone directly from the
M ni ster. Thi s possibility has also been broached in the
representation to himfor a [icence. In this instance, such a
vessel would alsg have to meet Canadian Steanship |nspection
(CSI) marine safety standards, and may well require sone time for
appropriate nodifications. In some cases this could involve
maj or structural changes which may not be worthwhile. A fishing
vessel already so approved might be inclined toward easier fee
negotiations as no additional costs would be necessary.

13.2 Processing

All processing facilities ashore are the Jurisdiction of the
provinces or territories except where product is intended for
export. However, we are herein proposing only processing aboard
shi p, which s a federal responsibility. As such it nmust , be
inspected and approved by Fisheries and Cceans Canada as neeting
m ni num sanitation standards for the production of seafood for
human consunpti on. Canadi an charters would already be so
approved; foreign charters would likely have little difficulty in
becom ng qualified as such.

13.3 Exporting

Unlike the Canadi an groundfish industry, there are currently
no restrictions, other than production under nornal sanitation

gui del i nes, regarding the export of shrinp to other countries.
The desi gnation of “product ©F cCanada” is not a factor 1nm this
context, al though it bears some significance in terms of ot her
Canadian shrimp producers. If a European c'harter is used and its
catch is narked as a product of the flag state, some specia
tariff advantage nmay be gained for product intended for the

Eur opean mar ket over Canadi an produced shri np. Such an advant age
constitutes a conpetitive edge in the marketpl ace, and sonetines
spells the difference between profit and loss or reflects on the
ease at which such charters are negotiated if at all



44

14. | NDI RECT BENEFI TS

1% 1 Econom c Devel opnment

In addition to the direct benefits of increasing equity and
enpl oynent projected through the proposed Joint-venture shrinp
operation in eastern Hudson Strait and Ungava Bay, economic

spinoffs will also accrue to the Inuit_communities which
contribute crewmen or office staff to the Fishery, and whose

earnings will likely return to be spent in such comunities. For
those living in areas close to the fishing operations, further
gain may derive from providing small boat ferrying, trading, and
conmuni cati ons servi ces. G ven the high levels of unemployment,
some degree of alleviation is contributed from this source. In
the event that any shore-based processing Facilities becone
practical in the future, a further source of enploynment may be
envi saged. Devel opnent  of good fishing skills for shrinp may
also allow the better fishernmen to consider specialized training
and possibilities of nore advanced fishing positions on vessels
of this corporation or on others in the Canadian fleet,

4.2 Inuit Interaction

The devel opnent of this shrinp fishery would appear to be a
step forward in cooperation anong Inuit groups in the undertaking
of such a venture. The proposed use of Geenland as a possible
charter source and transshi pnent point will also bring the joint-
venture into sone additional degree of contact with the G aenl and

Inuit. This avenue may be of further value for training purposes
in that they have been involved in skilled fisheries |jke that
proposed for nmany years, and are very famliar with operating
under Arctic conditions. Such contact mght well be of

additional value in adding weight to fisheries negotiations
between Canada and Geenland which at this time are strictly
anong seni or government personnel

14.3 Killiniqg Support

The newy re-established fish processing plant on Killiniq
Island is in a renote position relative to sources of supplies
and product nmarkets, In as nmuch as the striped pink shrinp
concentrations under consideration are very close to this
| ocation, and as the proposed vessel both at this early stage of
devel opment and later wll steamto the area enpty at the
beginning and after every trip, sone degree of assistance in
transportation of supplies and personnel to the site and possibly
renoval of the nore valuable products might be arranged. Such
cooperation could generate funding to the vessel or could be
bartered in exchange for personnel or vessel support  services
like fuel, provisions, repairs, or simlar benefits.
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15. RECOMMENDATIONS FOR FURTHER WORK

There are a nunber of activities which are at this time
either beyond the scope of this proJdect or can only be dealt with
at a later date after fisheries development is well underway.
This section outlines the nmmjor conponents of these bel ow, and
the ways and nmeans by which Sea- Borne Resources, R&D Ltd. ‘could
be of assistance in fulfilling these needs.

1S.1 Charter Arrangement

In order to carry out the proposed schenme of devel oprment in
this fishery using an offshore shrinp factory freezer trawmer, it
IS necessary to locate and communicate with vessel owners or
agents who are aware of both their existence and availability. A
number of such individuals have already been contacted in regard

to their interest in this type of venture. Several have
indicated a positive intent, but wanted confirmation of the
exi stence of a fishing licence for the species, quantity and area
before any detailed discussion. When the corporation 1is

established and the licence secured, charters can be sought out
and negotiations begun regardi ng fees, ternms and conditions, and
crew nmenbers. An understanding of the various charter formats is
essenti al in this process, and an inspection of the vessel of
any serious contender with a qualified naval architect nust be
conducted to verify the condition of the vessel and capability

of the processing equipnment to fulfill the stated requirenents.
Critical assessnent of potential fishing vessels and favorable
contract ternms are inperative to success in this venture. Thi s

process nust be started soon to fish in the 1986 season which
conmences in late July to early August.

1S. 2 tlanagenent |nvol venent

Resource managenent and industry input in regard to al
northern shrinp stocks including eastern Hudson Strait and Ungava

Bay striped pink shrimp has to date been through Fisheries and
Oceans Canada’s Northern Shrinp flanagenent Advisory Committee.
This is not likely to change since this is the only committee
dealing with the offshore shrimp fleet which falls in the same
category as the operation proposed in this project. It would he
prudent to solicit menbership on this committee not only in order
to have a voice in nmanagenent of the stock in question, but al so
to gain experience from the nore know edgeable nenbers and to
remain aware of current happenings in the industry, both of which
can be inval uabl e. The neetings are held 2 to 3 tines every year

at different cities anywhere between Qttawa and St. John’ s

Newf oundl and, For industry nenbers, Fisheries and Cceans Canada
pays travel expenses at set rates and, under sone conditions, an
honorarium for |lost incone while attending the neetings. |t

should of course be renenbered that conmittee nenbership never
excludes the corporation from making representations directly to
the federal M nister of Fisheries.
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1S.3 Catch tlonitoring

An integral conponent of good resource managenent is keeping
complete and accurate records of Fishing operations and | andings.
The observer that may be placed aboard by Fisheries and Cceans

Canada will collect sone of this information, but may nut always
be present or as thorough as necessary in relation to corporate
needs. For this reason it is recormmended that an appropriate

practi cal nonitoring plan acceptable to Fisheries and Oceans
Canada be designed to cover corporate and fisheries research

goals prior to chartering, such that it may be negotiated as a

part of the contract. Although such data will of necessity be
turned over to departnental scientists, t he analysis and i npact
on the stock biomass and subsequent catch limts wll not
normally be known or reported upon until the follow ng spring,

whi ch does not allow nuch tinme for developing the year’s fishing
pl an. A conmponent of corporate nonitoring should thus also be an
i ndependent and nore tinmely assessnent of such data, which wi | |
further allow wverification of Fisheries and GCceans Canada
esti mat es.

15.4 Resource Expansion

The known concentrations of striped pink shrinp in eastern
Hudson Strait and Ungava Bay are not well understood or of great
extent and may di mni sh sonmewhat under regular fishing pressure.
Far these reasons sone degree of exploratory fishing to |ocate
ot her poBuI ations of such shrinp should be carried out on a

regul ar asi s to augnment such possible decreased catches if not
to expand fishing effort itself, Previous research work has
pointed out locations of potential which should be pursued
further, notably the location west of Killiniqg Island as an
alternative if catch rates off Resolution |sland decrease overly
this year. Another area which should be explored has been
suggested by reasonable landings in Hudson Strait close to Baffin
I'sland opposite the western side of Ungava Bay. This area may
possibly indicate sone potential for shrinp in western Hudson
Strait which at this time is admittedly unknown, It is proposed

that in 1967 a small conponent of charter vessel tine be devoted
to this latter cause, a fishing” plan for which has already been
deri ved. Charter negotiations involving exploratory fishing
usual ly require sone mnimum wage guarantee to crewren, but some
research funding m ght be arranged through Fisheries and Cceans
Canada to support this phase of operation

1S. S Feasibility Extension

Financial projections in this report are limited to three
years based on realistic expectations Of stock dynamics, market
fluctuations, and the likelihood of government acceptance. I'n
order to devel op plans beyond this period, another nore extensive
feasibility study should be conducted regarding vessel purchase,
based on the financial record and equity position of the proposed
corporation after two conplete years of operation, in 1988. at
this time both the stock and its marketability will be better
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knowmn and a nore inforned decision can be made in regard to
corporate planning and devel opnent.

15.6 tl arket Development

Under the «currently proposed circunstances of charter
aperation, active market developnent is not necessary as it .would
be performed by the vessel owner . However, in anticipation of
becoming nore conmtted to the fishery through vessel ownership
at a later date, it would be wise to faniliarize staff wth
what ever nmarketing exposure possible to devel op nethodol ogy and
contacts. Such an early investnment can result in significant

savings at a later date through marketing by the corporation
i nstead of narket agents who charge healthy conm ssions of up to
S% or nore. When a decision is made for greater conmtnent to
the fishery, a thorough market analysis should be done since this
is a new species in the marketplace even is it is simlar to the
pi nk shri np. Such an analysis should definitely include
developing the peeled shrinp market sector in the United States
given its apparent potential. Up to this point, the market
intelligence services of Fisheries and Cceans Canada can be used
to sone extent, but their data are nornmally sonewhat |ess than
i nmmedi ate, and cannot satisfy day to day needs.

15.7 Computerized Cash-Fl ow

Wien a commtment has been nade to greater involvenent in

the fishery, consideration should be given toward devel oping a

conputerized system which could create instantaneous cash-flow

proj ections. Such a system whi ch has been done by hand, is

I measurably valuable in directing day to day vessel oper ati ons

by being able to assess the adequacy of current <catch rates

relative to overall investnent, thus inproving corporate planning

and maxim zing profits. Systens of this sort are currently being

investigated by the Project Manager, and should be closer to a
reality by the tine they are needed by the Corporation
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