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FNTRODUCT | QN

This report is submitted to the emhers of_ The:(anadi g — —amw .
Arctic Co-operative Tederation Limited for the fiscal
year ended 31 December 1973 but includes subsequent events
" to daie. This review is made to keep the members informed
on the progress of the Federation and to assist in decision
making at the General Mecting scheduled for 4th June, 1974
in Yellowknife. There are also several agencies and organ-
izations which are interested in our development and should
find this report to be useful and informative.
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PRESIDENT'S REPORT

Dear Friends:

We are very grateful we all can meet again as it was indeed unfortunate
we were unahble to have g gonera) mecting last yodr. Your whole board of
directors wanted to meet with you all especially in the present situation of
the Federation.

1 am not going to expand on the operations as our general manager will
be doing so - just a word to thank you all for your support, for your sug-
gestfons and recommendations. We have tried to respond to them and to answer
your requests. As you are aware of and as you will learn from the manager's
report, our Federation has serious financial problems and most of us are not
in a position to support much financially as all of our Co-o0ps iiced more working
capital. As a board, the big mistake we made was to turn to the Eskimo Loan
Fund to seek additional working capital, presuming we would get it without much
difficulty. However this was done and now we have to face the facts and make
the best out of it. This is a crisis period for the Co-operative movement in
our North country. If we all get together to find a solution and if we pledge
our efforts to the enrichment of our people, nothing can stop us to make it
go. Let us spend the days of our meeting as a real family looking to find ways
to better our living to make it more human and meaningful. Let us keep our
heads cool so we can think straight and open our minds to the spirit... Our._ . .
country is big, our member co-ops are spread from Port Burwell to Aklavik and
from Grise Fiord to Sanikiluaq. Once more the differences of culture in our
settlements, the differences in the operations of all our Co-operative men-
bers of The Canadian Arctic Co-operative Federation Limited, the differences
in expertise and management of every one of them makes it hard to cope at once
with a1l the difficulties. The one thing we can have in common and which means
the one way to success is our determination to stand on our own-two feet in a
true spirit of co-operation and brotherhood. Let us all join hands and make
our Co-ops go even if it is going to ask a lot from us. It is the one develop-
- ment in our country we can truly call ours bocause we are the builders of it
to provide ourselves with a meaningful way of living. Co-operation - brotherhood:
we want to do it together not at the expense of our friends and neighbours, not
through unfair competition amongst ourselves but by putting all our idecas to-
gether to find the best solutions. We want our rightful place in the new de-
veloping society in our country. ‘

Our management came under severe criticism from many different people.
So far I only can say they have followed policies set by the board of directors
to the best of their abilities. Different people have talked to me but they
have failed to convince me that there was dishonesty or mismanagement. From ny
personal contact,with management, | am impressed with their dedication and their
efforts to serve the peopie by whom they were called to serve, They stood up to
the many blows brought to their own reputation during this period of stress for
the Co-operatives and the Federation. My thanks to them and to all the people
working for the Federation to have continued during an almost hopeless situation.

My thanks to ail the board members. Many a time it took a lot of courage
to make decisions. Thanks to all of you for your support. '

A. Goussaert.
29 May 1974,
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GEMLRAL MARAGER'S ANNUAL REPORT

The period under review is the Federation‘s first full year
of operations. In spite of a rate of expansion far in excess of that
contemplated by the Board and Management, we have fallen far short of
members' expectations. The basic and most serious problem has been the
inadequacy of operating funds; a fact which will be quite evident upon
exanination of Lhe annual accounts.

Early in January fire totally destroyed our offices in the
Laurentian Building causing extensive damage to books and records. These
were reconstructed to the satisfaction of our auditors and the insurance
claim to replace the furniture, fixtures and equipment was settled to our
satisfaction. In spite of the damage caused by the fire, the following
programmes commenced on the scheduled date of 1 January 1973:

(a) Purchasing Division

. .
L e B O e aat e RR Tl SR L g PO

(b) Aircraft Operation
(c) Education and Training Programme
(d) Accounting, audit and management consulting.
Details of assistance by external agencies and organizations are given else-
where, but we wish to list and thank the following for their support during
the year:
Canadian Arctic Producers Limited, Ottawa
Central Institutional Purchasing Agency Ltd., Edmonton
The Donner Canadian Foundation, Toronto
The Government of Canada, Ottawa
.The Goverﬁment of the Northwest Territories, Yellowknife
Federated Co-operatives Limited, Saskatoon
La Federation des Co-opcratives du houveau Quebec, Montreal

Imperial 041 Limited, Edmonton .
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PURCHASING

At the Federation's founding meeting the delegates estab)ished
as a priority, the necessity to pool the purchasing power of membér
Co-ops to obtain merchandise from the South much like the marketing of
arts and crafts is pooled through Canadian Arctic Producers Limited. The
advantages of better service and co-ordination as well as better prices
through bulk purchasing were apparent to the founding delegates. This has
been done for many years by our sister Federation in Arctic Quebec and in
fact by Co-operatives and Federations throughout Canada and the worid,
When the Federation became operational in April, 1972, management received
requests from the members to establish such a service immediately. Ouring
the meetings of Directors in June and October of 1972, the topic was dis-
cussed at great length to determine the best method of setting up such a
service. The offices of the Central Institutional Co-operative Purchasing
Agency Ltd. {(C.1.C.) appeared to be the best for the Federation as C.I.C.
is a non-profit organization with 12 years of experience in Arctic resupply.
The Directors accordingly entered into an agreement with C.1.C. to establish
a Purchasing Division for the Federation. It was agreed to fully separate
the accounting of C.1.C. from that of the Purchasing Division and Mr. Jim
Casey who is C.1.C.'s General Manager, agreed to act as the Division's
Manager. During November and December of 1972, Management worked out the
details of bringing the Division into operation and it was decided to be-
come operational on 1 January 1973. The main problem at the time was to
obtain adequate financing. It was determined that the cheapest source of
financing was the Eskimo Loan Fund which had been established by the Federal
Government to assist in the development of Eskimo economic enterprises.
Discussions on an informal basis were held with Government representatives
charged with the administration of the Fund and it was determined that the
Fund did not contain an adequate source of funds for the needs of northern
Co-ops and the Federation's Purchasing Division. This situation was sub-
stantially rectified during the first five months of 1972 but in the mean-
time C.1.C. agreed to assist with the financing from its cwn sources and
the Division was able to function on a limited scale. The Division proved
to be exactly what the members wanted and it was inundated with orders. An
added benefit was the acquisition of an interest in a freighter aircraft as
a delivery vehicle which greatly improved the scrvice and reduced the costs
to member co-operatives.
A

During the period January to May 1973 informal discussions con-
tinued with Covernment regarding financing from the Eskimo Loan Fund. I
May, it was determined that the Eskimo Loan Fund had been increased sub-
stantially and that an application could be made for financing. The necessary
..documents were prepared during Mey and June and the formal appiication for a
Toan of ST million was subnitted on an urgent basis in June, 1973. 8y this
time, the Division had been so active that, despite C.1.C.'s resources, a
serious working capital shortage was developing. A1l indications from the
Eskimo Lean Fund appeared favourable and the Division was allowed to expand
with tihe expectation that the financing would be forthcoming. Negotiations
with the Northwest Territories £skimo Loan Fund Advisory Board continued
during July, August, September and October. At this stage, the financing
situation was critical and rumours of mismanagement and bankruptcy began to

. - e -




circulate both informally and in the news media. An audit and fnvestigation
of the affairs of the Federation was ordered by the Territorial Government's
Department of Lconomic Development. This was performed by Price Waterhouse
and Company, a highly reputable firm of Public Accountants, who submfitted

their report on 6 December 1973. They summarized their findings as follows:

- The mdstential inerccce in the Federation's operations
corhined witn difierences in terms of credit granted on
receivabies wid payables has resulted in a severe nced
Jor verking ecapiial to finance debtors' accounts,

-~ Th2 ecash flow at present ig insufficient to sustain
civrent and proposed operations,

- Substantial capital eapenditures are contemplated and a
" decistion mst Le made on ihe future policies of the
Federation end on the level of operations it 18 tr zenduet.

- Cormprehernsive foreeasts of future cash flow are required
to cvalugte the Federation's ability to repay loans but
srporiznee Lo dute indicates Ut requires substantial ad-
ditional capital. '

On the topic of financing the following comments were proffered by Price
Waterhouse:

"A decigion must bz madz {mmediately on whether to
adivenee the Padoraiion the {funds it requires to eontinue to
cperate.  In this comeciion tt must be noted that the
Fedaration's greatest nead 18 for gubstaaticl permaent
capiial ratier then leng term finencing., We have not examined
Finaneial statemaits of the member co-overatives but we wnder-
seemd that che majorily have low equity positions and limited
worning capital.  {nis is Horne out by ihe emount of credit
whien the Federaiton has eatended to iis memders. In view of
the Fedapuiion's proposed capiial expenditures and the sub-
stensial inevease tn turnover jorecast for the Purchasing’

iowboh related inercasc i reecivedbles Lt {o vary
crii tite Fedaration would be able to repay any loans

amlens e peceives addicional parmansnt cepiial.

The arorny of permanent eupital which the Federatior
requires depewds on the lavel of iis future cctivities. fYhat
(3, wariner 4L redue ity cetivities, continies at its pre-
sené (2v2l on cupa Juethoy qg envisaged by 16s Generul
Henecer end Soerd ¢f Divactors. 1F ghe eurrent application
fov a lows o grented, qrrangemenis mist be mads for permanent
upticl aod agreenent reached on fituve policies and develop-
el the xrgtion or the seowe sLEaiion as now exists
L e repeated in Lhe fereszceble fuiure and tile govaimment
eandd again be wsked to assise ine Federaiion with rencwed
ftiumctal ald,
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nade were more in the form of advice
to the loan.” At the conclusion of
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making Territorial Governmen

lowing:

1.

2. That plans to take up the e

Upon receipt of the report
the Northwest Territories and The Canadian Ar
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Since the current difficultics caperienced by the
Federation avs o larae extent the result of the majority
of its member/eustomzrs being unudle to ariord proip sevtlo-
ment of their debts 1t micht well be that ¢ihe long term
solution is for direct government asaistanee to these co-
operatives. However, We appreciate that it wenld take rime

to carry out the recegeary evaluations ad implement safeguurds
to ingsure that the funds [flowed to the intended uses.

through any of

Should the government decide to provide,
to the Federation

its agencies, @iy appreciable amownt of moncy
it could vell congider that this givec it a right to greater
participation in the policy meking of the Federation. Apart
from any roctrictions that the [inancing agreements might well
impose such as, limitations on capital projects, eontrol over
the Federation's cash gnd other assets through co-signature
requirement on cheques and supervision of credit Granting, greater
rcpresantation by senior government officers on tha Board of
Directors could well he a cignifiecant requivement.”

a meeting was held between the Government of
ctic Co-operative Federation
sented by the president of the Board and Management. At this
ted it would support the loan appiication pro-
the Government. 1t vas there-
ng of the Board and this was arranged for mid-
the Government withdrew the condition re-
f-another director put presented a nev list of con-
of these conditions, which were ynacceptable to
the Government of ‘the Northwest Territories noted that ‘"the points
to the Federation rather than condinions
the meeting, 85 recorded in the minutes,
ere of the opinion that no extraordinary conditions would be
. Shortly after the ‘departure of the digcﬂtd?s; a letter was received
t support of the loan conditional upon the fol-

repre
the Government jndica

That no new retatl outlets shall be esLablished in the

immediate time perspectiive. e

L
idting -option on sizx acres of
real estate within the city of vellowinife be dropped.

the Northuest(Territorics shall

3. That the Goveinwent of

2yLa

appoint a Controller to operate within the munagzt
strueture of tie federation, and that this Comtrolier
shall have access io all voeords of the Federation and

shall be privy to a

L1 plens being considerad by the Federation.

-—

. r e o
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4. That arrangements shall ke made so that all cheques drawn
on any hank accornt by uificérs of the Federation on tis
bzhalf, to be valid, siall require the signature of an
officer of the Governmment of the Northwest Territories to

be appointed by the Cormiscioner.

5. That the Federation shall cease providing finameial cover
to individual co-ops with respect to purchases of goods
made in the South,

v

Under the circumstances, and especially as the Purchasing Division had
ceased processing members' orders with effect from 1 January 1974, the con-
ditions were substantively hut reluctantly, accepted whereupon the application
was forwarded o the Department of Indian and Northern Affairs (DIHA) in
Ottawa. The application was found to be inadequate by DINA and an entirely
new and fully detailed application was prepared and resubmitted to the
Government of the Northwest Territories on 29 March 1974. This application
was rejected by the Territorial Government as was a request for short term
financing. It was thercfore necessary to shut down the Division, discontinue
employment of the staff, terminate the agreement with €.1.C. and vacate rented

premises.

In April, 1974, an agreement was entered into whereby the Government of
the Northwes. Territories appointed Mr. Alex Gordon to the position of "Controller”
of the Federation. It is understood. that part of his duties include the pre-
paration of a study of the Purchasing Division to determine:

{a) the necernity jor the operation
th) level of funding required
{e) likely profitability

The necessity for this study is unclear to management since such studies have
been done in the past. The loan submission prepared in March, 1974 by Mr. Paul
Nind with the assistance of the firm of Ward Bones 2 Molvahill, Chartered
Accountants and other resource personnel of the Department of Indian and Northern
Affairs scts out in minute detail the answers to the above. HNonetheless, Mr.
Gordon, is conducting the Territorial Government study, but to date has not- sub-
mitted the results of his findings. o

Qur most recent application was prepared in conjunction with Territorial
‘Government personnel, based upon figures end cash flows provided by the latter.
This has apparently been forwarded to the Treasury Board in Ottawa for approval.

At a meeting with the Territorial Government in early April, the Federation's
President and Management were informed that it didn't have a hope of ‘obtaining
the finances for the Purchasing Division and further that financing of the
Division had never heen contemplated by the Government. In fact, an unratified
agreement dated 9th April 1974 between the Government and the Federation calls

Py
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for the Federation's objectives to be:

“la) aiding its members in the marketing and
development of arts and crafts and randicrafts;

(b)  bookkeeping and auditing services fur iis
members;

fe) co-operative education; and
(d) management deveiopment,"

This specifically leaves out the purchasing function and is contrary to the
registered memorandum of association of tie Federation as agreed upon by the
delegates at the founding meeting; and is contrary to formal written requests
from members for the operation of such a service.

In the five year forecast prepared by Mr. Nind, the operation of a
purchasing division is shown as the only way which the Federation could become
economically self-sufficient and give it the ability to subsidize activitias
which do not generate revenue or activities which are not profitable. It is
noteworthy that La Federation des Co-operatives du Nouveau Quebec operates a
successful purchasing service for its members.

ATRCRAFT

The DC-4 aircraft operated by Koomiut Co-operative Association Limited of
Pelly Bay was destroyed in an accident in October, 1972. In November, 1972 a
replacement DC-4 aircraft was located and purchased under a co-cwnership agree-
ment by Mr. A, W. (Willie) Laserich and the Federation; the Federation's finan-
cing was initially arranged for by C.1.C. and later partially assumed by some
of our members. With effect from ) January 1973, the aircraft was leased and
operated by the Federation as a delivery vehicle for the Purchasing Division,
Operationally, it was tremendously successful and barely kept up with demand
fron the members. On 31 December 1973, Willie sold his interest in the aircraft
to the Federation with C.1.C. arranging all the financing. The Federation also
purchased a small Cessna aircraft for use in suppart of tne freighter and for
local operations such as fishing and the transport of sundry merchandise and
personnel over short distances. 1In 1973 the DC-4 freighter aircraft flew 772
hours, covered 143,000 miles carrying nearly.l 1/2 miliion pounds of goods. Since
the aircraft are part of the Purchasing Division, the lack of finances has prevented
their operation in 1974 even though they are both fully airworthy. The training ‘
of northerners in the operation of aircnaft has been suspended indefinitely
and the members are once more dependent .upon the common carriers for intersettle-
ment trade and for freight shipped into and olt of the north. The Government con-
tract for airlifting petroleum products to the settlement of Pelly Bay has been
taken away from the Co-op and awarded to a common carrier.

The directors of the Federation adopted the policy that the Federation
should become involved on a limited scale, at the retail lTevel, in the marketing
of northern arts, crafts, manufactured goods such as fur and duffle garments,
and produce such as fish. A separate division, operating under the name of
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Northern Images for facility in identification was established in June, 1972.
Operating resuits of the Division are presented elscwhere in this report.

With reqard to wholesale marketing the directors instructed management
as follows: Bona fide retatlers, located within the boundaries of the Northwest
Territories are to be supplied as a courtesy dnd to prevent friction, at a price
marked down from our retail Tevel; all other wholesale marketing of Northern ’
Arts and Crafts to be directed to Canadian Arctic Producers Limited (C.A.P,) and
that company recognized as the official wholesaling agency. The Federation has
therefore actively encouraged its members to dea) with C.A.P,, especially as the
Co-ops will ultimately benefit from ownership of the Company. In order to
speed up the transfer of ownership, and taking into account the wishes of C.A.P.
shareholder representatives as expressed at the Ottawa conference in May 1973,
the Board instructed managenent to seek the necessary financing from the Eskimo
Loan Fund to attain this objective. The delegates to the May meeting voted
unanimously in favour of restructuring C.A.P. as a Co-operative so as to provide .
consistency in the Co-op mavement in the North. Solicitors with specidl know-
ledge of Co-ops have been consulted to determine the exact type of structure <o
that the interest of Co-operative Shareholders are protected. In June, 1973,
Management submitted a loan application in the amount of $200,000.C0 to the
Eskimo Loan Fund to purchase Federal Government.shares.in the..Cempany-and -to -- -
provide additional working capital, but the application was rejected.

It will be necessary at the General Meeting to seck clarification of the
Federation‘s objectives, especially that relating to marketing. The position
at present is as follows:

(a) The Territorial Government has stipulated that as a
condition of support for our Purchasing Division,
"no new retail outlets shall be esteblished in the
imrediate time perspective."” (see pg.25)

(b) The Territorial Government has refused to consider
the sale of the Inuvik Craft Shop to the Federation,

(c) The Territorial Government turned down our Yoan
application for the purchase of shares in Canadian
Arctic Producers Limited.

(d) The Territorial Government wishes to establish as
the Federation's principal objective the aim of
"atding its mewbers in the marketing and development
of arts and erafts and handierafts." (see pg.27)

(e) From the above it may be deduced that the Federation's
major role as envisaged by the Territorial Government
is the development of the Yellowknife and Ghurchill
branches of Northern Images, and the development of
arts and crafts.
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(f) The above limitatinns are extremely restrictive and
certainly will not generate enough revenue to support
the other "cpjectives’ of the Federation, as envisaged
by the Government, i.e. "Lookkeeping end auditing
services for its memberg; co-operative education; and
management development.

(g) Another effect will be that the major producers of
art, crafts and apparel will be paying for services
rendered to low or non-producing members.

b
b
!
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EDUCATION

Hany people are under the impression that a healthy bank account and
competent management ave all that is needed for a co-operative to be success-
ful. Indeed, both these things are required if a co-op is to function well,
but there is also a third factor that is as equally important, and this third
element is education. -The history of co-operation is littered with the
bleached bones of good co-operatives that have failed because their management
made no effort to educate its members and staff in the ways and methods of co-
operatives., It is a fact that building an understanding of the importance
and potential of a strong co-op system in the north requires a continuous
education informational service. It is an important part of our mandate to
assist our members by providing the necessary technical and professional ed-
ucational services so urgently needed. -

In January, 1973, the Federation was able to provide educational services
to its members through the generosity of the Donner Canadian Foundation. This
foundation has made available $25,000 per year for three years to the Federation
specifically for the purpose of co-operative education. This grant is to cover
the costs of travel, accommodation, equipment, teaching supplies and salary.
Th;ough this grant we were able to hire one full time Education Officer - Mr.
John Dook.

Since joining the Federation in January, 1973, John has worked in more
than 27 different communities and has visited several of these more than once.
Co-op Workshops, movies, video tapes and meetings are the most common educationa)
techniques employed in the field. But at home in Yellowknife, John is also
responsible for Head Office and Northern Images staff training, co-op management
training courses like the one held in Yellowknife last November and the production
of our newsletter "Northern Lights", “Since its first publication, the circulation
of ‘this newsletter has risen from 50 copies to over 400 and demand is still growing.
Two publications have also been,produced by John within the last year: "Co-
operation, - Basic Notes on Co-operatives" - a basic handbook in both English and
Eskimo, and "Co-operation - The New Synthesis" - a more advanced hook designed
for personnel involved in co-operative development at the administrative level.
An enlarged version of Basic Hotes on Co-operativessis presently being prepared.

The $25,000 a year we receive from Donner unfortunately only provides suf-
ficient funds for one Education Officer. There are 31 co-ops in the Federation
and this means that our Educational services to each co-op have, c¢f necessity,
been extremely limited. Mo one realizes this more fully than John himself, and
he likens his services to band-aid treatment,, or.co-operative trouble-shooting.

_For co-op education to be really effective, it must-be continuous, but this

would mean a great increase ‘in both staff and budget. Both these areas are of
highest concern and you may be assured we will do all in our power to provide
-the support John needs to conduct the continuous co-operative educational program
that is required. . . .




Looking to the future and providing financing and staffing can be ar-
ranged, we hope eventually to be able to divide the Northwest Territories into
regions and assign each region to an Education Officer. This method would
greatly improve the situation but it would by no means solve the whole problem.
One method presently being explored by John is the formation of Education
Committees within each co-op. This is a practice commonly used in southern
co-operatives and can be very effective.

~If, for any number of reasons, we are unable to provide extra finances
and staff for our Education Officer, then very likely local education committees
is the only workablec long-term plan for continuous co-operative education, In
this event John feels that his role, or job would change more’ from a co-operative
educator to an educator of educators, or a trainer of trainers. Again, providing
funds can be found, we hope one day ‘to be able to offer continuous co-operative
and leadership training programs at our own institutes within the Northwest
Territories,

However, this again is looking to the future. More immediate plans include
further Management Training Courses, wider use of Video Tape Equipment and
further publications. We sincerely feel that each co-op must develop in-service
training programs for both its members and .its.management, qroups._ We anticipate
that this year we will be bringing more co-op personnel to Yellowknife in order
to train them in the skills of both co-operatives and leadership so they will

be able to work towards this end in their own community.

On behalf of the Board of Directors and Management, we owe special thanks
to Mr. Donald S. Rickerd and Miss Catherine MacKinnon of the Dunner Canadian
Foundation for the continuing interest and support of this program.
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ACCOUNTING AND_MANAGEMENT CONSULTING SERVICES

Since tie members are involved in so many different kinds of businesses,
it was decided in the summer of 1572 thal an evaluation of some of the many
different systems, procedures and controls used by the members should be a
priority. One reason for this was to determine if there could be a standard-
ization of bookkeeping records, systems and accounts which could lead to
better and quicker reporting on financial matters to the members of each co-op.
Four university students were sent to twenty co-ops to conduct these accounting
and management surveys. When the surveys were received and evaluated in
September of 1972 Management proceeded to advertise for an accountant,

Mr. Alan Ryan, B.A., L.L.B. was hired in January, 1973 and left in March,
1974, :

M. George Dimsdale, B, Comm., former C.A. student and at present an
R.1.A, finalist joined the Federation in October, 1973 and will be leaving us
shortly to work for the Wrigley Co-operative.

‘ Mr.:Jim Fair, a former employee of N.W.T. trucking and airline firms and
a third year R.I.A, student, was hired in February, 1974.

Mr. Peter Balogh, B.A.(Ph.), B. Ph., was employed in the construction
industry in Western Canada and joined us in April, 1974.

Mr. Paul Nind, C.G.A., N.P., the Assistant General Manager and Controller
of the Federation supervises and co-ordinates the men employed in this division,
Mr. Nind formerly owned his own accounting practice in Yellowknife and has lived
here since 1967.

Since the freeze-up of 1973 advertising and interviews with potential
employees have stressed the dual role of educating and accounting in order to
save on salaries and travelling expenses. This was necessary for we simply do
not have the money to employ and send both types of people to the communities.
Indeed, it is very difficult to hire qualified accountants with the wages pre-
sently offered.

Although these men held a few purely public educat1ona1 meetings and some
director counselling and management training sessions in some communities, time
did not permit this to be done in them all. HNeither was it possible to follow
up the November managers' course in Yellowknife with visits to the co-ops whose
managers had attended the course.

-

Some supplier overcharges or duplicate charges have been d1scovered and
the money recovered for the Co-operatives. Methods of preventing this from
happening again have been instituted.

The division has also provided accounting, managenent consulting and book-
keeping services, assisted with systems and procedures, Indian and Eskimo loan
applications, Corporate and personal income tax and Territorial Ordinance services
and advice.
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NORTHERN IMAGES

To effect management's responsibilities to provide the educational,
management and accounting services called for by the Federation's objects,
it was necessary to seek sources of income other than the government., It
was recognized that the need to first pay for the Horthern Images inventory
and furnishings would mean that no excess cash could be expected unt{l 1974
or 1975. It was also known that the excess cash from this one store would
be inadequate to provide the services mentioned above. Although the decision
was strongly opposed by the Government of the Northwest Territories, the
first store opened in July, 1972 in a Yellowknife garage. In December, 1972,
the store was moved to its present location in the Yellowknife Mall.

Ten employees of our member Co-operatives have received training at
the Yellowknife store.

In the spring of 1973 a similar store, located in Churchill, Manitoba,
was offered for sale. After a very thorough study of the facility, the
community and the various needs of our Keewatin members, relating to both
retailing and expediting services, it was decided to purchase the store, even
though the Federation will not likely realize any savings from its operation
during the first year or two. The purchase was completed on February 1, 1974
and renamed "Northern Images".

For many years the Territorial Government has operated a similar outlet
in Inuvik selling Co-operative products and earning a very good profit. In
1973 management asked the Government if they would consider selling their
store to the Federation but to date the Government has declined to sell the
outlet. R
. ~,‘,-,'»': ' . :

Presented below are the sales volumes and profits (losses) on the
Northern Images stores:

| AL

" YELLOWKNIFE i SALES - SAVINGS (LOSS)
1972 (5 months) 95,000 10,500
1973 236,000 31,400
0.0
1974 (4 months) , '..57,000 7,300
CHURCHILL

1974 (3 months) ‘ 3,900 ' (4,400)

-
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GENERAL

Throughout thic report several neqative comments appear relative to
the Government of the Northwest Territories. [t is not management's
duty to comment on the reasoning for actions taken by Government,
these have merely been stated in order to inform the membership, with
as much objectivity as possible. It should be noted that the Territorial
Government provided the Federation with an operating grant of $75,000
for the years 1972, 1973 and 1974, The Commissioner and the executive
have supported this grant despite opposition from some members of the
Territorial Council. 1In addition, various departments of the Govern-
ment have assisted in direct and indirect ways. In particular, the
field staff of the Department of Economic Development have co-operated
on a number of projects and programmes.

La Federation des Co-operatives du Nouveau Quebec has worked with us in
- the exchange of ideas and information, the supply of Northern Images
and arranging for sea-lift orders from Montreal without charge.

Federated Co-operatives Limited have, in the best traditions of co-
operativism, assisted by providing the product needs of the members at
the best possible prices and by generously extending credit to the
Federation beyond normal trading periods.

The co-operation of the Department of Indian Affairs in holding the
C.A.P. meeting in Yellowknife is greatly appreciated. This has made
possible the Federation general meeting with common delegates from
the shareholder/menber Co-operatives.

Imperial 0il Limited has assisted the Federation by providing grants for

summer students and by extending credit beyond normal trading periods.

In conclusion, I would like to thank all the representatives of the
menber Co-ops for their loyalty and support, which has made our work
most meaningful and pleasurable. My respects and thanks to the Members
of the Board., my management associate, Paul Nind and all the mgmbers of
staff for their hard work and dedication.

REZ?ectful ly submitted,

Colin M. Gontler,
General Manager.

L.




THE CANADIAN ARCTIC CO-OPFRATIVE
TEDERATION LIMITED

ANNUAL ACCOUNTS
DECEMBER 31, 1973




Price Waterhouse & Co.
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900 Roya!l Bank Buildirg 10117 Jasper Avenve Edmonton  Alta. T5J TWB  (403) 424-8061  latex 03/-3606

February 25, 1974
" AUDITORS' REPORT

To the Members
The Canadian Arctic Co-operative Federation Limited:

We have examined the balance sheet of The Canadian Arctic
Co-opcrative Federation Limited as at December 31, 1973 and the statements of
{ncome and source and application of funds for the year then ended. Our
examingtion included a general review of the accounting procedures and such
tests of accounting records and other supporting evidence as we considered
necessary in the circumstances.

The purchasing division conmcﬁced operations in 1973 and there is
little current independent financial information regarding the co-opcratives
comprising most of the accounts receivable. No provision has been made for
any possible loss which may be sustained,upon collection of the accounts
receivable and we are unable to' form an opinion as to the amount of the
provision for doubtful acéouﬁp;jdhich might be required, if any.

In our opinion,vsubjpgydﬁd collection in full of the accounts
reccivable as referred to in tﬁe‘ﬁreccding paragraph and subject to the
Federation obtaining the.loan referred to in Note 7 to the financial statements
or other substantial financing, these financial statemfents present fairly
the financial position of The Canadian Arctic Co-;perative Federation Limited
as at December 31, 1973 and the results of its operations for the yecar then

ended in accordance with generally accepted accounting principles consistently¥
o

applied.

L

The financial statements at Decémber"Bl: 1972 were examined by other
independent public accountants. Certain reclassifications have been made to

those financial statements.

Chartered Accountants
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THE CAMADIAN ARCTIC CO-OPERATIVE FEDERATION LINITED

BALAKCE SHEET

ASSETS
Degcember 31, 1973
Head Purchastng  Northern Deceabet
Office Division Inagen Total 31,1922
CURRENT ASSETS:
Cash $ 100 $ 300 § 400 § 45,841
Park deposit account (Hote 3) 65,00C 65,000
Accounts receivable 29,601 ¢ 985,509 2,728 1,018,038 2,656
Prepaid expenscs and deposits 228 12,067 1,569 13,864 2,831
Share suhscription receivable 99
Inventory, at cost:
Supplics- 400 400
Merchandise C9an 66,402 75,575 42,605
Fuel ol 22,597 22,597
400 ¢ 31,238 66,402 98,576 42,603
95,529 1,029,350 70;999 1,195,878 94,032
DIVISIONAL BALANCES:
Head office . (93,338)  (4,90)
Purchasing 93,335 (1,828)
Norchern Imeges 4,291 1,828
91,676 (91,507) (6,119)
INVESTMENT IN CANADIAN ARCTIC
PRODFCERS LTMITED, at cost 1 1 1
OPFSION TO PURCHASE LAND (Note 2) 6,400 6,400
PIXED ASSETS, at cost:
Atrcraft ond related opares 190,327 190,327 56,406
Trailer 7,200 7,200
Trucks 3,840 800 4,640
Furniturc and equipment 11,938 16,437 28,375 17,102
Lesschold {xprovements 621 5,350 5,97 6,457
23,999 191,122 21,787 216,513 79,963
Less- Accuculated depreciation L,630 15,112 4,596 24,3736 1,885
18,969 176,015 12,193 212,197 18,078
§218,525 651,113,858  $82,073  §1,414,456  §172,111

LIABILITIES
Dececber 31, 1973
Head Purchasing  Nottherd Dacember
Offtce Piviaton 1sapcs Total 1.9
CURRENT LLIABILITIES:
Bank:
Cheques drown {n excess of
funds on depusit $ 8,916 $§ (2,766). $ 8,595 § 14,74) .
Demand Inan (Note 3) 100,000 . 100,000
Accoynts payable 9,941 673,330 3,548 4,616 § 55,617
Oving to C.1.C. Purchasing
Agency Ltd. 358,294 358,296 56,604
Unexpendad portion of funds
received from goverivat .
Kanagement contracto 65,110 65,110
Opcrating grant (Hote 1) 6,010 6,010 21,203
Deferved portion of government
grant N 18,750 38,050 18,750
. 208,728 1,020,858 40,140 _L2I7,72) 181,90
ADVALCES DY MEMBERS (Note A'); 85,000 85,000 -
DEFERRED PAYMEATS OX PURCMASES  ° . .
(Note 5) N o619 41,933 10,53
SUAREIIOLDERS' EQUITY: '
Share capftal - v
Corsnon stock, par value §) -
. per chate
Authiorized - 500,000 shares
Teoued - 2,800 gharce 2,800 2,800 . 2,600
Contributed aurplus 1,000 1,000 - 2,000
APPROVED 6N BEMALP OF THE BOARD: 9,800 9.800 9,600 °
S - Dircctor Pl
- Directer
: §218,525  $1,113,058  $82,073  $1,616;456

The occompanying notca fora part of the financial ststcocents.
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Revenue:
Grants:
Covernment of the Northwest
Territories
Donner Canadian Foundation
Other

Sales
Less- Cost of sales (Note 5)

Charges to co-ops

Less- Purchasces from suppliers
Handling charges :
Rebates and discounts
Fish contract-net revenue
Miscellancous
Purchase fee refund
Management and auditing services
Management training course
Intercst on overdue accounts
Interest bank
Surplus on insurance claim
Trailer rental

Expenses:
Management and auditing services:
Salaries aund employee benefits
Travel

Education program:
Salaries aud employee benefits
Travel

Management training course
Administrative expenses: Schedule 1
Aircraft expenses - Schedule 1

Loss on disposal of fixed assets

Excess of revenue-over expenditure

| * (expenditures over revenue)

Carried to balance sheet as unexpended

portion of government operating
grant (Note 1) -
Beginning of year

End of year

40

STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 1973

Purchasing

’ THE CANADIAN ARCTIC CO-OPERATIVE FEDERATION LIMITED

February 11

to
Head Including Northern December 31
Office Afrcraft Images Totai 1572
§ 75,000 $ 75,000 $57,250
25,000 25,000
1,000 1,000
101,000 : 101,000 57,250
. $235,846 95,104
176,529 16,774
59,317 59,317 18,330
$2,278,701
1,932,041
346,720 346,720
10,259 10,259
w2y 00, it o022, 700 -t
2,584 2,584
15,000 15,000
26,159 26,159
8,210 8,210
26,544 20,544
2,941 2,941
2,703 2,703
3,600 3,600
144,613 403,807 59,317 607,737 75,580
18,341
8,569
26,910 26,910
25,122
4,217
29,339 29,339
10,421 10,421
80,007 27,176 59,080 166,263 54,377
389,760 389,760
237 237
146,677 416,936 59,317 622,930 54,377
$ (2,064) $ (13,129) § - $(15,193) § 21,203
21,203 -
$ 6,010 $ 21,203




' : a SCHEDULE 1
THE CANADIAN ARCTIC CO-OYERATIVE FEDERATION LIMITED

ADMINISTRATIVE EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 1973

.February 11

Purchasing to
Head inciuding Nozthern Pecember 31 |
Office Afrcraft  Images - _Total 1972 i
Salaries and employee benefits $ 34,810 $ 29,600 § 64,410 $ 24,917 |
Commissions on sales 117 ‘
Travel and accommodation 8,638 719 9,357 4,642
Staff recruitment and relocation 5,689 5,689 3,539
Rent 6,719 17,784 24,503 5,562
Stationery, office and store . !
supplies 4,491 2,813 7,304 2,706
Insurance 385 285 670 339
Professional fecs 2,450 2,450 1,051
Interest and bank charges 166 $ 27,176 397 27,739 84
Licenses and dues 249 340 589 ' :
Repairs and maintenance 637 42 679 359
Advertising and promotion 592 2,130 2,722 669 <
Postage, telcphone and telegraph 3,947 991 4,938 1,958
Mi{scellaneous 460 218 678 410
Depreciation and amortization 4,599 3,668 8,267 1,885
Board meetings 5,016 5,016 6,028
Publications 1,159 1,159
Bad debts , 93 93 111
$ 80,007 $ 27,176 $ 59,080 $166,263 $ 54,377
R
AIRCRAFT OPERATING EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 1972
Salaries . $ 78,914
Crew accommodation and cxpenses 36,694
Fuel . 148,088
Trailer rental ‘ 3,600
Landing fees 4,664
Repairs and maintenance : 62,189
Aircraft leasc 19,286
Depreciation 15,112 ‘
Insurance . 15,402 .
Supplies ) . " 5,164
Miscellaneous .. 502
Licenses 145
$389,760
Note= Aircraft operations commenced in 1973
1
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THE CANADLIAN ARCTIC CO-OPERATIVE FEDERATION LIMITED

STATEMENT OF SOURCE AND APPLICATION OF FUNDS
FOR THE YEAR ENDED DECEMBER 3}

Fobruary 11 |

to
December 31
1973 1972
Source of funds:
- Excess of operating expenditures over revenue $(15,193) § 21,203
Less transferred from unexpired portion of
government operating grant 15,193 (21,203)
Items not requiring an outlay of funds included
in expenditures .
Depreciation 23,379 1,885
Surplus on insurance claim (2,703)
Loss on disposal of fixed assets 237
Funds from operations 20,913 1,885
Deferred purchase agreements 31,396 10,537
Advances by members 85,000
Share capital issued . 200 2,600
Contributed surplus 7,000
Proceeds of insurance claim 8,517
146,026 22,022
Application of funds: ,
Investment ' ‘ . ' 1
Option to purchase land = vt e T 6,400
Purchase of fixed asscts RIS 163,529 79,963
it | - 169,929 79,964
Decrease in working capital ' 23,903 57,942
Working capital deficiency at beginning of year 57,942 -

Working capital deficiency at end of year w0 $ 81,845  § 57,942
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THE CANADIAN ARCTIC CO-OPERATIVE FEDERATION LIMITED

NOTES TO THE FINANCIAL STATEMERTS
DECEMBER 31, 1973

1. ACCOUNTING POLICY:
Certatin amounts reported in 1972 have been reclassified to conform to the
presentation and practices reported in 1973,

The Federation has decided that any excess of revenue over expenditures
- vepresents unexpended portion of government grants and should be carried forward
to the next year.

2, OPTION TO PURCHASE LAND:

This option is on land situated in Yellowknife and cxpires on May 31, 1974
when the purchase price balance of $313,000 is payable, If the option is not taken
up the option money i{s forfeited.

3. DEMAND LOAN:
~The bank certi{ficates of deposit of $65,000 have been lodged as security

for the bank loan.

4, ADVANCES BY MBEMBERS:
No repayment terms have been established on these advances which bear intercst

© at 5% per annum.

5. DEFERRED PAYMENTS ON PURCHASES: :

Under agreements which the Federation (Northern Images Division) proposes t»
complete with {ts suppliers an additional purchase price will be paid to the supplier:
on the following deferred basis

After five years from Decomber 31, 1972 ' $10,537
After five years £rom Dcccmbcr 31, 1973 31,396
i ! ' $41,933

-2

These amounts have been included in cost of sales on the Statement of Income
and arc shown as Deferred paymcnts on purchases on t?g.Baiance Sheet,
f .

6, COMMITMENTS:
(a) The Federation has entercd into two agreements to purchase land, buildings,
furniture and equipment situated in Churchill, Manitoba at a total cost of $38,100,

(b) The Federation's lease on its retag) shop expires on November 30, 1977.
The annual rental is $17,784. . ,

7. FINANCING
The Federation has applicd to the Eskimo Loan Fund for a loan-of $1,000,000.
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Aklavik Fur Garment Co-op Ltd.,
AKLAVIK, N, W, T.

Coppermine Eskimo Co-op Ltd.,
COPPERMINE, N. W. T.

. Ekaloktotiak Eskimo Co-op Ltd.,
CAMBRIDGE BAY, N. W. T. .

Great Bear Co-op Assoc. Ltd.,
FORT FRANKLIN, N. W. T.

Grise Fiord Lskimo Co-op Ltd.,
GRISE FIORD, N. W. T.

Holman Eskimo Co-op Ltd.,
HOLMAN TISLAND, N. W. T.

Igloolik Co-op Ltd.,
IGLOOLIK, K. W. T.

Ikahuk Co-op Ltd.',
SACHS HARBOUR, N. Y. T.

Tkatuit Eskimo Co-op Ltd.,
FROBISHER BAY, M. W, T.

Issatik Eskimo Co-op Ltd.,
WHALE COVE, N. W. T.

Jean Marie Co-op Assoc. Ltd.,
FORT' SIMPSON, N. W. T.

Katudgevik Co-op Assoc. Ltd.,
CORAL HARBOUR, N. W. T.

Kekertak Co-op Assoc. Ltd.,
GJOA HAVEN, N. W. T.

Kikitaoyak Eckimo Co<op Ltd.,
PORT BURWELL, N. W. T.

Kissarvik Co-op Assoc. Ltd.,
RANKIN INLET, N. W, T.

tfkoomiut Co-op Assoc. Ltd.,
PELLY BAY, N, W. T.

Kooneak Co-op Assoc. Ltd.,
ARCTIC BAY, K. W. T.

2

MEMBERS OF _
THE CARADIAN ARCTIC CO-OPERATIVE FEDERATION LIMITED

Lac La Martre Fishermen's Co-op,
LAC LA MARTRE, N. W. T.

Mitiq Co-op Assoc. Ltd.,
SANIKILUAQ, N. W, T.

Nanuk Co-op Assoc. Ltd.,
TUKTOYAKTUK, N. W. T,

Naujat Co-op Assoc.’ Ltd.,
REPULSE BAY, N. W. T,

Padlei Co-op Assoc. Ltd.,
ESKIMO POINT, N. W. T.

Paleajook Eskimo Co-op Ltd.,
SPENCE BAY, N. W. T.

Pananirtung_Eskimo Co-op _Ltd.
PANGNIRTUNG, N, W, T,

| RV

Paulatuk Co-op Assoc. Ltd.,
PAULATUK, N. W. T.

Pitsiulak Co-op Assoc. Ltd.,
CHESTERFIELD INLET, N. W. T.

Resolute Bay Eskimo Co-op Ltd.,
RESOLUTE BAY, N. W. T.

Sanavik Cd-op Assoc. Ltd.,
BAKER LAKE, N, W. T.

Toonoonik Sahoonik Co-op Ltd.,
POND INLET, N. W. T,

West Baffin Eskimo Co-op,
CAPE DORSET, N. W. T.

Tulugak Co-op Assoc. Ltd.,
BROUGHTON ISLAND, N. W. T.
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