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MESSAGE FROM THE
CHAIRPERSON

2002-2003 was a year of change for the
Nunavut Development Corporation (NDC).
With change comes an opportunity to adapt
and take a fresh look at new issues. Last year,
three highly dedicated board members left
NDC to pursue new interests. Aaju Peter from
Igaluit, Wilf Wilcox from Cambridge Bay and
NDC's former chairperson Jackie Nakoolak of
Rankin Inlet each contributed to NDC and its
sucess. | sincerely wish to thank each of them
for their efforts over the past few years. I am
confident that their dedication has set the
Corporation on a sound footing, making it
able to adapt and move forward.

After a public call for nominations in the
fall of 2002, the Minister of Sustainable
Development chose three new directors from
an impressive list of candidates. The three new
NDC directors are Gordon Rennie from
Igaluit, Joe Ohokannoak from Cambridge Bay
and Johnny Ningeognan from Coral Harbour.
I, along with the existing directors and NDC
staff, extend a warm welcome to the new
members. | look forward to hearing their
views on issues relating to the Nunavut econ-
omy, particularly the meat and fish and the
arts & crafts market sectors.

I would also like to thank existing director
Jackie King who, in the absence of a full
board, skillfully chaired the NDC executive
committee through the fall and winter of
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2003. Her understanding of the complex
issues through which NDC frequently must
navigate, her patience and skill were invalu-
able. Once again, | extend my thanks.

As well, to all the boards of the subsidiary
companies and local organizations with whom
we work | wish to state that your ongoing
efforts at the local level do not go unnotice.
Your active presence ensures the organization
remains relevant to the people whom it serves.
I am always amazed by the dedication of our
local subsidiary directors, some having been

involved in their respective operations for
more than 25 years.
Lastly, to the small but ded-
icated NDC staff | extend
personal thanks as without
your efforts the
Corporation’s accom-
plishments to date
could not have been
possible.

Louie Kamookak
Chairperson
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MESSAGE FROM
THE PRESIDENT

Fiscal year 2002-2003 was a good one for the
Nunavut Development Corporation (NDC).

NDC'’s meat and fish division turned in a
positive performance. Kivalliq Arctic Foods
continued to realize increased demand for its
EU caribou products with the entire 220,000
pounds from the 2002 Coral Harbour caribou
harvest being sold by mid-September. Gross
sales of this quality product totalled $1.35
million last year marking the 3rd successive
year of measured sales increases. The 2003
caribou harvest was undertaken by the Coral
Harbour Community Development Corpor-
ation and was successful in harvesting a record
254,000 pounds of Southampton Island cari-
bou. This bodes well for Kivalliq Arctic Foods
in the coming year.

The inshore fishery on Cumberland
Sound proved extremely successful for the
local fishermen of Pangnirtung. About
400,000 pounds of inshore turbot was landed
at Pangnirtung Fisheries in the winter of 2003
generating in excess of $500,000 in local
wages and benefits paid to local fishermen.
The summer/winter offshore fishery saw an
additional 500,000 pounds of turbot landed at
the facility thanks to the quota purchased from
our partners Cumberland Sound Fisheries and
the Baffin Fisheries Coalition. At year-end,
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Pangnirtung Fisheries, and its partner
Cumberland Sound Fisheries, were studying
innovative ways to improve plant-processing
capacity and improve product yields in the
face of ever-increased landings.

The Whale Cove seasonal fishing opera-
tion also produced positive results with
18,500 pounds of char landed by fishers based
out of Whale Cove, Arviat and Rankin Inlet.
Local jobs and other economic activity was
created in Whale Cove during the summer
fishery. All char landed at the fishery is
shipped to Kivallig Arctic Foods in Rankin
Inlet for further value-added processing.

Kitikmeot Foods purchased 91,000
pounds of char from local fishermen last year.
The char landed at this facility is of the high-
est quality due to the unique weir method
used in harvesting. Kitikmeot Foods also
undertook some innovative product develop-
ment initiatives introducing a char retort gift
pack and canned char. A retort is a flexible
laminated food pouch that can withstand
thermal processing. Both products were well
received by the public. NDC was disappoint-
ed in the fact that for the second straight sea-
son the muskox harvest did not take place.
NDC actively participated in the muskox-
working group that carefully examined all the
harvest issues. NDC remains a committed
partner to commerical muskox harvests and
will continue to work with the working group
in developing a strategy to move the hunt
process forward. As a contingency, NDC gave
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Kitikmeot Foods the approval to purchase fed-
erally inspected muskox meat from the
Inuvialuit in Sachs Harbour for additional
value-added processing at the facility.

On the Arts and Crafts side, Kiluk once
again delivered a world-class seal skin collec-
tion for the 2003 North American Fur and
Fashion Exposition - Montréal (NAFFEM).
The Arviat seamstresses hosted talented seam-
stresses from the Kitikmeot region who trav-
elled to Arviat in the early spring to assist in
sewing and assembling Nunavut's 2003 seal-
skin collection. Kiluk also participated in the
2002 North Bay winter fur auction where 200
Nunavut sealskins were purchased. The
tanned skins will be held in reserve for resale
to Nunavut seamstresses and sewing groups in
order to satisfy an apparent lack of available
Nunavut skins in the territory. Kiluk was front
and centre in the organization of a communi-
ty talent show in the late fall of 2002 that
highlighted the works of many Arviat seam-
stresses. The community enjoy the show and it
further instilled a sense of pride in the strong
sewing tradition that rests in the community.

Kiluk also retrofitted their existing retail
storefront by expanding and modernizing
the retail area. The retail store has proved
highly popular in the community where every-
thing from furs to other NDC produced
goods are sold.

Uqgqurmiut Arts & Crafts completed their
stunning legislative assembly tapestry that
now hangs proudly in the legislature’s great
hall. The work is a testament to the talented
people of Pangnirtung and the strong weaving
tradition that exists within the community.
Additionally in the summer of 2002 the
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Museum of Civilization in Hull Quebec spon-
sored an exhibition titled Nuvisavik (the place
where we weave) that provided a richly
detailed retrospective of the weaving history in
Pangnirtung. A display of this magnitude at
Canadas central cultural institution allowed
both Canadian and international visitors alike
to enjoy the works of past and present
Pangnirtung weavers. The exhibition was a
huge success and the presence of Pangnirtung
weavers at the exhibit only enhanced the
show’s impact.

Uqgqurmiut Arts & Crafts, thanks in part
to a contribution from the Department of
Sustainable Development, also undertook an
eight-city tour of Eastern Canada in the spring
of 2002 to promote the 2002 print collection.

Artists Andrew Qappik and Noah
Maniapik visited galleries from Ontario to
Nova Scotia to promote the 2002 Pangnirtung
print collection. The tour was a resounding
success.

The Jessie Oonark Centre in Baker Lake
was successful in securing the Sport Nunavut -
Canada Winter Games clothing contract
for the games held in Campbellton, New
Brunswick last winter. The centre also contin-
ued to develop new products. Items such as
mouse pads and corporate mugs and puzzles
were added to the list of unique items that the
facility already produces.

The performance of Ivalu, the Rankin
Inlet-based embroidery subsidiary, was disap-
pointing with sales unexpectedly falling back
as the 2002 line of fleece clothing was not well
received. The retail store in Rankin Inlet con-
tinued to perform well and local carving
purchases were maintained at historical levels.
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Taluq in Taloyoak also maintained its pro-
duction of core packing animals with a slate of
new items in development as the year drew to
a close.

Our southern sales operation, which
consists of a Wholesale Division and Retail
Division, enjoyed a very good year. Tourism
and consumer confidence was up in the mar-
kets that we service and record sales in both
the Wholesale and Retail divisions combined
with increased Nunavut purchasing made for a
solid 2002-2003 performance. Our highly
dedicated personnel at all three facilities
frequently go beyond what is expected of them
as they spend many hours of their own time
participating in tradeshows and organizing
promotional events that highlight NDC’s
unique range of Nunavut products. The Retail
Division organized NDC'’s participation at the
National Aboriginal Festival in Toronto. Mona
Iqutsaq and Paul Kabloona represented NDC
and the Territory. Each year in Toronto, the
Retail Division does Nunavut proud at cere-
monies held to mark National Aboriginal Day
(June 21). The Nunavut flag is raised over the
city for the day at downtown Toronto’s
Nathan Phillips Square. Our Retail Division
also had the pleasure of welcoming Premier
Paul Okalik to our Queens Quay store last
winter. By all accounts the Premier quite
enjoyed his visit.

Wholesale continued to support the sub-
sidiaries through its purchasing activity.
During 2002-2003 it also further developed
its direct purchasing links with the communities
of Sanikiluag and Cape Dorset. Additionally,
the Wholesale Division undertook new
purchasing initiatives in Clyde River and
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Qikigtarjuag with the hopes of expanding
these purchasing initiatives in the future. The
Wholesale Division participates in numerous
tradeshows across the country where NDC’s
products are highlighted for potential
customers. Participation at these shows is
critical in order to showcase the wide variety of
items that talented Nunavumiut can regularly
produce. Also a special thanks to the
Wholesale personnel who worked very hard to
organize a successful arts and crafts managers
meeting at NDC’s Mississauga facility last fall.
All who attended appreciated your efforts in
this important endeavour.

At NDC Headquarters a hard-working
staff of four individuals deal with matters of
corporate concern ensuring the Corporation
functions within the existing legislation
and its targeted goals are reached. They spend
many hours on the road assisting both
the subsidiaries and southern sales divisions.
From the preparation of Corporate Plans to
the development of exciting new initiatives
such as the Canadian Adaptation and Rural
Development Committee, our Headquarters
staff is always working to move the NDC
forward in the pursuit of targeted goals
and objectives.

In closing I must thank the outgoing
NDC Directors Wilf Wilcox, Aaju Peter and
Jackie Nakoolak for their unwavering support
and hard work over the course of their terms.
It was a pleasure working with every one of
you and I, along with the NDC staff, wish all
of you the best in your future undertakings.
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I also would like to thank the managers of
the subsidiary companies for their ongoing
efforts in job creation and economic develop-
ment in often challenging circumstances. And
of course | would be remiss if I did not extend
a very big thank you to the board members of
the subsidiary companies. Your efforts and
contributions bring an essential local perspective
to the companies and without your input I truly
believe that many of our accomplishments
would not have been possible.

It is a pleasure working with so many
talented individuals who care so deeply about
the future economic development of this
territory. | enjoy it thoroughly and look

forward to working with you all in the
2003-2004 fiscal year as we pursue
economic development initia-
tives designed to create jobs
and stimulate economic
activity in Nunavut.

Sincerely,
John Hickes
President
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NDC BOARD OF
DIRECTORS

Louie Kamookak — Chair
Gjoa Haven

Gordon Rennie — Vice-Chair
Igaluit

Jackie King
Arviat

Jacopie Maniapik
Pangnirtung

Johnny Ningeognan
Coral Harbour

Joesph Ohokannoak
Cambridge Bay

Sipporah Ooyukuluk
Arctic Bay

Kololak Pitsiulak
Kimmirut
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2 A< — LA Ivalu Ltd. — Board of Directors
A Lo HAS John Hickes

c
—‘L,’ LY Bat — bALNM“.> Jessie Oonark Ltd. — Board of Directors
v L HAS™ bOLNSYS John Hickes - Chair
JL, (LS ASE SCAQE bSdArP Thomas lksiraq, Brian Zawadski
Z Pt — BALRMS Kiluk Ltd. — Board of Directors

S o Jackie King - Chair

z\ %P P ann‘ e . . Hattie Alagalak, Daniel Alareak, Lois Locke

d HN 4;9;", Cod" 4Ln_<1“’, OAY b

q Kivallig Arctic Foods Ltd. — Board of Directors
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David Oolooyuk - Chair
Joe Kaludjak

Kitikmeot Foods Ltd. — Board of Directors
Bill Lyall - Chair
Doug Crossley, Mark Haongak, Wilf Wilcox

Pangnirtung Fisheries Ltd. — Board of Directors
Jacopie Maniapik - Chair

Manasa Evic, Livee Kudlualik, Mosesie
Nowdlak, Hezakiah Oshutapik, Jaypetee
Qappik, Billy Qaqgasiq, Joopa Sowdluapik,
Peah Sowdluapik

Talug Designs Ltd. — Board of Directors
Pat Lyall — Chair

Elizabeth Aiyout, Anaoyok Alookee,
Angmallug Uttaq
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Uqgqurmiut Arts & Crafts (1993) Ltd. —
Board of Directors

Jacopie Maniapik - Chair

Bill Kilabuk, Madeline Komoartuk, Joanasie
Maniapik, Noah Mosesie, Amie Papatsie,
David Poesie

Whale Cove Fisheries — Board of Directors
Brian Zawadski

IVALU LTD.
Rankin Inlet, NU
lvalu 2003 2002
Sales © 139,639 196,815
Nunavut Development
Corporation
Subsidy Contributions 120,000 2130,000
Net Profit (Loss)
“After Subsidy” . (38871) | 24195
Nunavut Development
Corporation
Capital Contributions ~ © 9550 : 71,080
Jobs 31 42
+ 100% owned by NDC

« Embroidery based production operation

» Strong territorial market for locally embroidered
and sewn corporate items

« Successful local storefront proving highly popular
with visitors and locals

NUNAVUT DEVELOPMENT CORPORATION @
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JESSIE OONARK LTD

Baker Lake, NU

Jessie Oonark 2003 2002
Sales . 116425 : 129,183
Nunavut Development :
Corporation
Subsidy Contributions - 102,980 : 100,000
Net Profit (Loss)

“After Subsidy” - (17025) : (44,905)
Nunavut Development
Corporation 5

Capital Contributions 50,942 0
Jobs 46 6
+ 100% owned by NDC

« Local Advisory Board in place

+ Silk screening based operation

* Does embroidery and mug pressing to meet
local demand

* Popular products include art cards, t-shirts and ties

* Successful showroom where local and NDC
products are retailed

+ Jointly produced 2003 Team Nunavut, Canada
Winter Games clothing.

+ New product development included mouse pads
and puzzles
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KILUK LTD
Arviat, NU
Kiluk Ltd 2003 2002
Sales : 164143 96,145
Nunavut Development
Corporation
Subsidy Contributions 167,225 2140,000
Net Profit (Loss)
“After Subsidy” - (4487)  (7692)
Nunavut Development
Corporation
Capital Contributions : 55475 : 27,000
Jobs 79 5.7
+ 100% owned by NDC

+ Local advisory board in place

* Sewing based manufacturing operation

« Specializes in the sewing and production of seal,
muskox and caribou leather items

+ Jointly designed and assembled Nunavut Collection
for 2003 NAFFEM in partnership with Kitikmeot
sewers and seamstresses

» Strong resurgence in local arts scene

* Undertook project in partnership with DSD to
inventory dressed sealskins for retail in the Kivallig.
Attended 2002 North Bay Fur Auction in North Bay.

« Constructed a retail storefront at facility, good
local response

NUNAVUT DEVELOPMENT CORPORATION @




KIVALLIQ ARCTIC
FOODS LTD.

Rankin Inlet, NU

Kivallig Arctic Foods 2003 2002

Sales 1,411,571 §1,238,112
Nunavut Development
Corporation

Subsidy Contributions 350,000 2350,000
Net Profit (Loss) ' 5

v
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e
e b*Mea®, 0adC
VAN
\v4
° PecTo
EO P e Cen<® 2003 2002
< DAL 1411571 11238112
d .r.>cz.>'c Po.Dh-MH4‘o-ch§ :
L k"
v AbP <€ - 350,000 : 350,000
v bNLMC (4D :
JL Abéﬂ«_q)r;%nurc 118,126 6,606
R/ 00> PabbediAdict
< >l
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&\ 00> LLLS
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2003,
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2002,0*

“After Subsidy” 118126 6606
Nunavut Development
Corporation
Capital Contributions 100900 : 90,000
Government of Nunavut
Capital Contributions 50,000 '
Jobs %9 191

* 100% owned hy Nunavut Development Corporation

* Active advisory board in place

« European Union Certified and HACCP approved
meat processing plant

« Third successive year of record sales increases

« Plant expanded to include a storefront where
processed country foods are retailed

» Continued international interest in Nunavut's
non-genetically modified wild caribou meat

« Strong partnership with Coral Harbour
Development Corporation in successfully carrying
out the 2003 caribou harvest.

* Record purchase of 254,000 pounds of caribou

* Purchased 11,000 pounds of char from
Chesterfield Inlet and 18,500 pounds from Whale
Cove plant in Summer 2002
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KITIKMEOT FOODS LTD

Cambridge Bay, NU

Kitikmeot Foods 2003 2002

Sales : 590,097 514,959
Nunavut Development
Corporation

Subsidy Contributions 225,000 5235,000
Net Profit (Loss) 5

“Ater Subsidy” (101,346)  (76987)
Nunavut Development
Corporation

Capital Contributions 81,810 100,000
Government of Nunavut :
Capital Contributions : 50,000

Jobs C 131 ¢ 132

* 98% of voting stock owned by the Nunavut
development Corporation, 2% of voting stock
held by Ikaluktutiak Co-operative Ltd.

* Active advisory board in place

« Purchased 91,000 pounds of char in 2003

* CFIA registered facility for char and muskox

» European Union certified for char exports
« Purchase of 8,000 pounds of federally certified

muskox meat from the Inuvialuit of Sachs Harbour
NWT in 2003

* Active participant on the Muskox Working Group

« Successful char canning and retort packaging
project in 2003.

NUNAVUT DEVELOPMENT CORPORATION @
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PANGNIRTUNG
FISHERIES LTD.

Pangnirtung, NU

0a D¢

S AboLANS 2003 2002
005 Pabbebiidiot 5 Fisheries 2003 2002
IPaN" Sales 2154968 | 2,117,753
Abr < 306,000 ;290,000 Nunavut Development
bni—’rc W_NC) : Corporation :
Mb/dt DA (133163) 103551 Subsidy Contributions . 306,000 . 290,000
209 Pabbebiidios I s Net Profit (Loss)
dOns" “Ater Subsidy” (133163) = 103551
N Abar (e : 103342 : 212,405 Nunavut Development
ﬂﬁ?ccw-f ) Corporation
4';“” _fbf"‘l 50000 ; Capital Contributions 103,342 212,405
A%a A7 46.7_ 375 Government of Nunavut :
Development Q z
*S1% STt PR bTE 00T Capital Contributions . 50000 |
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* 51% of voting stock held by the Nunavut
Development Corporation, 49% of voting stock
held by Cumberland Sound Fisheries

+ 400,000 pounds of inshore turbot landed in 2003

+ 500,000 pounds of offshore turbot landed in 2003

* Record levels of local employment

« Weaker turbot markets resulting in lower prices

* Anticipate current landing levels to be maintained

» European Union certified for char export
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TALUQ DESIGNS LTD

Taloyoak, NU

Talug Designs Ltd. 2002 2001

Sales . 53175 | 61,439
Nunavut Development
Corporation
Subsidy Contributions 132,020 160,000
Net Profit (Loss)
“After Subsidy” - (8875) : (2728)
Nunavut Development
Corporation
Capital Contributions @ 000 : 0.0
Jobs 400 479

* 51% of voting stock owned by the Nunavut
Development Corporation

* 49% of voting stock owned by minority partner
Netsilik Argnakvik

« Working to establish new product lines

* High overhead and shipping costs related to
remote location

« Sales down in light of and competition
from competitors

» Packing muskox doll proving novel and successful
with clients

* Represented NDC at 2003 Canadian Aboriginal
Festival in Toronto

NUNAVUT DEVELOPMENT CORPORATION @
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UQQURMIUT

ARTS & CRAFTS LTD.

Pangnirtung, NU

Ugqurmiut Arts

& Crafts 2002
Sales ¢ 570,323
Nunavut Development ?
Corporation
Subsidy Contributions 180,000
Net Profit (Loss)

“After Subsidy” 31,356
Nunavut Development

Corporation

Capital Contributions 28,700
Jobs 22.3

+ 51 % of voting stock held by Nunavut

Development Corporation 49% of voting stock
held by the Ugqurmiut Inuit Artists Association
« Completed the massive Legislative Assembly

Tapestry project

+ Well-received 2002 Print Collection

« Continued strong interest in facility's commercial

weaving division
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* Operates as feeder station for Kivalliq Arctic Foods.
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AND MISSION

Mandate

In 2002/2003 the Nunavut Development
Corporation focused on two primary market
sectors:

e Meat andFish

* Arts and Crafts

In keeping with Section 3 of the Act the
Corporation’s legislated objectives are to:
Incorporate, establish and carry on the
business of companies and to develop, establish,
operate, manage and carry on the business of
projects, directly or indirectly within the
Corporation in order to:
« Create employment and income for residents
of the Territory primarily in small communities
e stimulate the growth of business in the
Territory
» promote economic diversification and stability
« to invest in business enterprises in order to
stimulate growth of business in the Territory
e promote the economic objectives of the
Government of Nunavut
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Corporate Vision

The Nunavut Development Corporation is
committed to working in partnership with
Nunavut communities to develop, maintain
and stimulate local economies through the
responsible development of the meat and fish,
arts and crafts market sectors. The Nunavut
Development Corporation, through financial
support by way of direct purchasing, subsidy
funding and capital and venture investments
will work to responsibly develop these territori-
al market sectors by establishing an economic
presence in Nunavut communities. Ultimately
the goal of the Nunavut Development
Corporation is to develop self-sustaining,
locally controlled enterprises, built upon the
unique Nunavut products that such industries
generate.

The Nunavut Development Corporation
understands that many of the businesses that
operate in these market sectors are not and
may never be profitable and hence unable to
survive without the ongoing financial support
of the Nunavut Development Corporation.
The Nunavut Development Corporation eval-
uates its fiscal standing in each investment by
measuring the ongoing economic return gen-
erated through job creation and the cost to
create such jobs.

NUNAVUT DEVELOPMENT CORPORATION @
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Mission

In 2002/2003 the Nunavut Development
Corporation identified key strategic planning
areas where the corporation sought to achieve
positive results. A brief analysis of the steps
taken towards meeting the objectives is
presented below:

A. Working towards flexible and
innovative approaches to
developing local economies

e In 2003, the Corporation was involved in
some specific initiatives designed to assist in
developing local economies.

e The seasonal operation of the fish plant in
Whale Cove where two summer jobs were
created at the facility and fishermen from
Whale Cove, Arviat and Rankin Inlet were
able to land and sell their catch.

e The purchasing arrangement between
Kivallig Arctic Foods (KAF) and the
Chesterfield Inlet Hunters' and Trappers’
Organization (HTO) whereby KAF
purchased 11,000 pounds of char from the
community allowing an outlet for fishermen
from Chesterfield to sell their catch.

* Facilitated the Coral Harbour caribou
harvest through bridge financing paid to the
Coral Harbour Development Corporation
allowing the organization to move forward
with the most successful caribou harvest
to date.

 Acquired federally certified muskox meat
from the NWT for processing in our
Kitikmeot Foods plant in order to maintain
jobs in Cambridge Bay and build existing
markets.
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« Continued with direct purchasing arrange-
ments out of NDC Wholesale with significant
volume purchased directly out of Cape
Dorset and Sanikiluag with smaller volumes
purchased directly out of other Nunavut
communities.
Pangnirtung Fisheries purchased 400,000
pounds of inshore turbot from local fishermen
totalling over $ 500,000 paid to approximately
70 different individuals in Pangnirtung
e In partnership with the Government of
Nunavut and a group of six women sewers
from the Kitikmeot, Kiluk facilitated the
development of the highly acclaimed 2003
Nunavut Collection for the North American
Fur Fashion Expo. Aside from opening up
new market opportunities for Nunavut
seamstresses and the garment industry in
general the Kitikmeot participants received
training and compensation for their time
spent assembling the 2003 garments.

B. Maximizing Employment
Opportunities

e Through the efforts of the Nunavut
Development Corporation and our ongoing
support of Nunavut’s meat & fish and arts &
crafts sectors we estimate that our economic
activity resulted in more than 600 Nunavut
residents deriving some type of direct or
indirect economic benefit as a result of our
investing activity. For evaluative purposes
the following “measured” jobs were created
by the NDC in 2003.
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* NDC developed Job Definitions to facilitate
consistent reporting of employment statistics
and resource allocations. The definitions, as
approved by FMB, are as follows:

« Direct Job: 50 weeks of employment per
annum or 1,500 hours of work. The hours
worked by more than one person at the
subsidiary may be aggregated to arrive at
the total number of direct jobs.

e Direct Traditional Job: A direct tradition-
al job will be equated with the actual num-
ber of dollars the subsidiary pays
to artists or harvesters. The dollars paid
traditional artisans or harvesters may be
aggregated to arrive at the total number of
direct traditional jobs.

e Indirect Job: A job created outside of the
subsidiary company, but as a result
of its economic activity.

Total jobs based on the above guidelines as
reported in the 2002/2003 Audited Financial
Statements are:

Direct Jobs 77
Direct Traditional Jobs 50
Indirect Jobs 28
Total Jobs 155

NDC, the Consolidated Corporation,
regularly operates at a 90% Inuit
Employment level.
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C. Facilitating Channels of Market
Demand with Local Supply

» Through our centralized wholesale/marketing
facility in Mississauga NDC provides a
unique opportunity for Nunavut Artists to
access both national and international fine
art markets.
NDC strives to develop markets for new
forms of Inuit Art and promote the less
known but equally talented aspiring cavers
of Nunavut. NDC strives to position itself as
the initial price point supplier of Nunavut
arts and crafts. We seek to service the souvenir,
corporate gift, Nunavut collectable segment
of the market intentionally staying out of the
upper end gallery driven sector of this market.
e Through our regular participation in national
and international trade exhibitions NDC
brings Nunavut manufactured and crafts
goods to the world. Last year we participat-
ed in gift shows in Toronto, Edmonton and
Vancouver along with the Nunavut Trade
Show and the Canadian Aboriginal festival
in Toronto. In 2003, we were also preparing
for participation in a Prime Minister led
trade mission to Amsterdam, London and
Milan when the mission was postponed due
to rising international tension prior to the
scheduled mission date. NDC has partici-
pated on numerous such missions as a part-
ner of the Government of Nunavut and has
had success in opening up new markets for
Nunavut arts and crafts throughout Europe
and the US.
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Further our retail stores in Pearson
International Airport and the Queens Quay
Terminal located on the trendy Toronto
waterfront give us further exposure to inter-
national and domestic traffic.

Our meat and fish subsidiaries, through
established distributor relations market and
distribute their own world-class products.
Years ago a centralized distribution mechanism
was attempted for NDC’s meat and fish
products but this proved very costly and
ineffective due mainly to the additional
logistics of the operation and the lack of
understanding the sales people had about the
meat and fish plants. From that point forward
the plants in consultation with NDC have
directly negotiated their own deals with dis-
tributors. Distributors are strategically located
through out Canada and the US to service
key markets and regions where demand for
NDC meat and fish products is highest.
The turbot from Pangnirtung Fisheries is
marketed and sold via negotiated marketing
agreements to the Boston area market place.
Consistent supply and quality have made the
Nunavut turbot a highly sought after com-
modity commanding a premium price
during the months of the winter fishery.
Pangnirtung Fisheries landed and processed
approximately 1 million pounds of turbot at
the facility last year along with 22,000
pounds of arctic char.
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Kivalliq Arctic Foods purchased from the
Coral Harbour Development Corporation
almost 254,000 pounds of caribou; the most
it has ever purchased.

Demand for this product is strong with the
once exotic meat now moving into the main-
stream market share that will result in a
continued upswing in demand. Kivallig
Arctic Foods maintains key relationships with
a selected number international distributors
both in Canada, the US and Europe. It is
through this network that Nunavut’s clean
and natural caribou is exported to the world.
Kivalliq Arctic Foods also works closely with
Whale Cove Fisheries and last year partnered
to land almost 19,000 pounds of char at the
Whale Cove facility. Fishermen from Whale
Cove, Arviat and Rankin Inlet participated
in the fishery. Kivalliq Arctic Foods also
purchased 11,000 pounds from the
Chesterfield Inlet HTO. Most of this char
was sold through a distributor into the
Yellowknife market with smaller amounts
sold into the south.

Muskox continues to be a difficult market to
develop as there was no local harvest in
Cambridge Bay in 2003. This is obviously
disappointing and further increases the
challenge of building a market with a steady
and continuous supply of quality product.
Kitikmeot foods did manage to secure
approximately 8,500 pounds of federally
certified muskox meat from the Inuvaluit in
Sachs Harbour NWT. However, this is hardly
enough for the company to realistically hope
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to build a market. It is believed by many in
the industry, including NDC, that the future
of muskox market can mirror or even surpass
that of the caribou market however without
a consistent local supply of quality meat the
development of this market will be very
difficult to develop.

e Kitikmeot foods landed almost 100,000
pounds of arctic char after a very successful
2002/2003-summer char fishery. Much of
this product is shipped fresh into
Yellowknife commanding a premium price.
Kitikmeot Foods also undertook the initiative
to develop two new products last year that
are proving well received in the market. The
retort vacuum gift packaged char and the
canned char both proved highly successful in
test markets.

D. Providing training, advice,
support and financial assistance
to local subsidiary companies

* NDC staff worked diligently to get out to
the companies in 2002/2003 to assist in
whatever capacity required. Every subsidiary
company in Nunavut was visited no less
than twice. NDC advisers shared their broad
business knowledge on site with the sub-
sidiary managers and their boards.

* NDC staff attended many local subsidiary
board meetings to get first hand input on
what the community members had to say.
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*« NDC also gathered all the arts and crafts
managers at the NDC Wholesale in the late
fall of 2002 for a workshop and information
session to discuss ways that the subsidiaries,
NDC Wholesale and Arctic Nunavut Retail
could better collaborate and more efficiently
plan production.

* NDC developed a new subsidiary account-
ing manual for training purposes that was
delivered to the companies in the winter of
2003. The manual will help build a solid and
consistent financial base to be used as a
resource tool by managers in their day-to-day
bookkeeping tasks.

e The NDC also provided the necessary funding
as identified in the 2002/2003 NDC
Corporate Plan to allow the companies to
pursue their objectives in an aggressive yet
responsible manner.

E. Enhancing communication with
community-based partners, the
public and the central agencies

* The Nunavut Development Corporation
made it a point in 2002/2003 to build
stronger communication links with various
territorial groups and agencies. NDC
worked to ensure that communication links
between our subsidiary company boards
were built upon by ensuring that we were
present at no less than one subsidiary com-
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pany board meeting to take any questions
that the local subsidiary board may have had.
Other groups where NDC participated
included:

« The Kitikmeot Muskox Working Group

 Department of Sustainable Development

* Canadian Adaptation and Rural
Development Committee

« Baffin Fishing Coalition

F. Building board capacity at the
community level to facilitate
greater local autonomy

e In 2002/2003 NDC developed a board
member manual for use by both NDC and
Subsidiary Board members. The manual set
the foundation for the development of all
NDC board members providing them with
the necessary background information to
make sound and informed decisions.
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G. Focusing on the development
of economic opportunities in
nondecentralized Communities

* |nitiatives undertaken in non decentralized
communities in 2002/2003 included:

Whale Cove Fisheries

 Operation of summer fishery in non-
decentralized community of Whale Cove

e Landing of 18,500 pounds of char from
Central Kivallig Fisherman. $ 30,000
paid to fishermen

« 2 full-time seasonal jobs

Chesterfield Inlet

« Purchased of 11,000 pounds of arctic
char from the local HTO

« $22,000 injected to the community as a
result of the purchase

Coral Harbour

« Purchase 254,000 pounds of caribou from
the Coral Harbour Development
Corporation valued at $622,000

e Caribou harvest stimulates $700,000
worth of wages and benefits in the com-
munity of Coral Harbour
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Sanikiluag
 Purchased $24,000 of local arts and crafts

Taloyoak

« Allocated $132,000 to NDC’s subsidiary
company Talug Designs in subsidy funding

e Generated 4 permanent full-time position
in the community

Broughton Island
 Purchased $2,700 of local arts and crafts

H. Creating a new and refreshing
image of the Corporation

* In 2003/2004 the Corporation took steps to
redefine and reposition itself in a new and
refreshing light. Some of the initiatives
undertaken included:

e Formalizing the corporate Website at
www.ndcorp.nu.ca.

e Publishing a new informational Corporate
brochure covering the many aspects of the
consolidated company

* Publishing a professional annual report
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HEADQUARTERS

Box 249, Rankin Inlet, NU X0C 0G0

Headquarters was very busy in 2002/2003.
HQ staff made numerous visits to the com-
munities to work with local subsidiary staff
and consult with local boards. HQ staff also
continued developing structure and putting in
place systems that facilitated better corporate
reporting and planning along with improving
financial controls across the board.

Headquarters administered a comprehen-
sive study detailing for the first time the chal-
lenges faced at the Kitikmeot Foods Facility.
The final report clearly identifies the issues
and acts as a starting point from which to bet-
ter assess the situation and plan future strategy
that will ensure the plant remains open.

Headquarters, in partnership with DSD,
also undertook a detailed Marketing Study
focusing on each aspect of the potential char
and muskox industries in the Kitikmeot
Region. The study was completed in late winter.

Headquarters continues to work very
closely with the PEI Food Technology Centre
in completing the final stages of a comprehen-
sive muskox nutrient and market development
study. The final report from this multi-year
project is expected in winter 2003. It is antic-
ipated that the study’s results will further sup-
port the benefits of muskox both as a healthy
red meat alternative free of any contaminants
and as a meat whose palatable qualities are
equal to any other wild game meat currently on
the market.
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Headquarters also worked closely with the
NDC Board of Directors to ensure they were
kept abreast of any development requiring
board approval. The Executive Committee
was also consulted frequently over the course
of the year.

Headquarter staff look forward to building
on its 2002/2003 achievements as the
Corporation looks forward to 2004 and
beyond.

2002/2003 Financial Summary
Nunavut Development Corporation

Headquarters

Miscellaneous Revenue $ 73123
Cost of Goods Sold $ 18616
Gross Margin $ 54507
Selling & Admin Expenses $ 993430
Cost of Operations $ (938,923)

2002/2003 Capital Expenditures  $ 38,638
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Development Corporation 4PP =l <*’LN"al¢ oA<K N
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120 Traders Blvd. E

Suite 107

Mississauga, Ontario

Cdd d>ANIE ALAS Ko ML ot
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(Mississauga). DL c%®)® 15 o o?
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(Pearson International Airport).

G 20037 PP <*PLM Do A
PabrcDc P*IC  $815,000,0° oD>PNbosC,
Cda ™ $650.000,540¢ 0o D¢ DALK-
cdholot. Ac Cdd odBR<OC 5o SHC
N ®d*CAoo® bodA"a® d*PrLbNb*AN®
ba (T oPALNet (DD Tt CINDPNP-
D D®IIC GO, ALall, <L &d<r.
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002 b <o R Aca BN s ANt %P -
AROC 4L < AHNE bIPNPAD® ot

NUNAVUT DEVELOPMENT

CORPORATION -

SOUTHERN OPERATIONS

Nunavut Development Corporation - Wholesale
120 Traders Blvd. E

Suite 107

Mississauga, Ontario

NDC'’s Inuit Arts and Crafts Marketing
Wiarehouse is located in central Mississauga, a
short 15-minute car ride from Pearson
International Airport.

In 2003, sales at the wholesale division
topped $815,000 on nearly $650,000 of direct
Nunavut purchases. The division continues to
actively market Nunavut arts and crafts
through its participation in national industry
trade shows set in the Toronto, Edmonton and
Vancouver.

The division also directly participates in
the creation of jobs for artisans in Nunavut.
Annually, the division, through its community
based purchasing contacts in communities
such as Cape Dorset and Sanikiluag, directly
creates anywhere from twelve to fourteen jobs
for Nunavut carvers.

The wholesale division is the economic
catalyst for NDC’s arts and crafts division.
The wholesale division co-ordinates closely
with the Nunavut subsidiaries in terms of
product planning, product development and
production planning. The wholesale division
purchases subsidiary manufactured product
and distributes it to the world.

NUNAVUT DEVELOPMENT CORPORATION €@




©

J> NS

AR A< bde

0a >f

C<C‘ O‘DAQALF O'DK\%<CDC _OQ_(_LO' l'\Q_%‘
DPLdot <L oDARDLRLANt  ao DA% ®
P SNdre

DANN e AC*NPLPYI®Iet L
ERPDot NNGPPLRE DA AN,
ERDot oDACRDBAD®I, <INoC
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oM APAPMSMC bo® bNTMC DbPGRCANC,
DA®KOC @ PIAQ*LILC o DAND®IC
aodA e, A ANACT 45 ANCTC
AL Ao ¢ g =G

AL Cdd oDACREAAD AcnbNbe-
4®IC AP o DAAM et LYot
DAR T TDALRY ot PP -
LN*al Ae. (L*a Acabnfc*l b<r<’-
EILAdL AL 0a DD Na M-
Lo o¢  bodAa®  bir<-cDJID> Lo
oACNPobde <L AbSobLC oDALN®
b<rN’ o d.

DAA® LEPPA®CD DT %, AL*
CIMaPNC %P And®C>5NE 2003,
(Ma®*’ so <L ONbP Lo DNt
AaPNMC,

PPDEC*I* 5a D¢ - “Queens Quay Terminal”
(3%°¢)

207 Queen’s Quay

Toronto, Ontario

Cl’dq _DQ_>Lr PO.D%(‘qujqq(f(_r\.O'q_]c
bi<oD<C  oPANDL®>C  ADNLLALITY,
Lo B®IMt 750~ dADS DT M ob*It
DGO, ALDS  Nodo  oPAALLAM.

The wholesale division has a detailed and
diverse client list. Our clientele range from
small gift boutiques to larger corporate clients.
The wholesale division strives to satisfy the
unique needs of each and every customer
regardless of their size. Geographically
the wholesale division’s clients are widely
dispersed. Clients are located in such far off
locations as Switzerland and Italy and as close
to home as Igaluit and Churchill.

The Division also works very closely with
NDC'’s two retail stores by way of the transfer
of merchandise from wholesale to retail.
The partnership works well and allows for
maximum exposure of Nunavut arts and
crafts and facilitates the continuous turnover
of inventory.

The wholesale division upgraded its
display fixtures in 2003 incorporating an
elegant new display system that is both
attractive and functional.

Arctic Nunavut - “Queens Quay Terminal”
207 Queen’s Quay
Toronto, Ontario

NDC'’s high-end, 750-square-foot retail store
located in trendy shopping district along the
Toronto waterfront represents NDC’s flagship
retail outlet. The store, located in the Queen’s
Quay Terminal, offers shoppers a unique retail
experience in a converted great lakes shipping
terminal.



Ca DA (Queen’s Quay Terminal), ALD><
Nodo DCPCAT (PiRAM o " NdAD.

Qo DA PaDbcDc P®C
$300,0000° P2 <A 2003,JN°5J
PabrDPNP 5 CAL* ¢ LDACD®PLLLS
G TORW®IE (e oDAY  LIAM-
A @ So<d®)® L D<PUIN® oDPPLLS

A*ba AZ*N < (Lo DAAT  (Queen's
Quay) bDRLYA®DC L D> bP o ®DC
0a DD ANNPLSPC PRSP ARR<OC
0a2>¢ PRt DNPMa®dot  obPose
ANNB*AN  DAAT . AP "ol o®
Aot ANADP a®) AL Dbl SADLN®
DPD>®CEI< L o¢ NNS*NoE.

Lo o DANAT (Queen’s Quay)
A%ba A-*N¢ LAPPNB®C DAALT®,
AALAYQ®  ARRKOC <Sa APdbeddS™
ba(l  0ab**’L4¢ bodA“a® C(dLD-
NPodcdLC <L ba(l oo b®b*rL<o¢
D oaFDE® o “DNPLIL D6T.
o)A a® A <ot bNObIILE Ac D M a-
DL CPNDNY LN AN AcndMC
Mhot <L 02T Ko ALA® bodA“a®
AT ®*P’Na A®APC  aodAa® P =4l
DAL,

PPP*C*I* 00D - “Terminal I1”
MCAdsde 6

Pearson International Airport
Toronto, Ontario

Cl’dq _DQ_>Lr PQ.D&Fqujqqc'(_r\.O'q_]c
D AN Mo *<INA DA T CALeO®
(Terminal 11 in Pearson International Airport).
AGIM 20037 oDAAL D=L C>NY —c P*IC
PP b®It 265-square-foot b *LCABA—AS o°

The outlet broke the $ 300,000 retail sales
mark in 2003 for the first time since it’s opening
nearly seven years ago. The store is a fixture
in the terminal and one of the main stops for
visitors.

The staff at the Queen’s Quay store is
knowledgeable and can speak to Nunavut
issues well. They go out of their way to promote
the Nunavut territory to all those who visit the
store. Children are allowed to “build their own
Inukshuk” and readings by various Northern
authors are occasionally held for the public.

The Queen’s Quay Staff are highly
dedicated to the operation. They go above and
beyond when it comes to organizing for such
events as the National Aboriginal Festival or
National Aboriginal Day celebrations in the
Toronto area. They are frequent visitors to
large conferences and gatherings in the GTA
as they set up the NDC kiosk and retail
Nunavut arts and crafts to potential customers
from all over the world.

Arctic Nunavut - “Terminal 1I”
Pearson International Airport
Toronto, Ontario

NDC'’s longest operating retail store is located
on the departures level of Terminal Il in
Pearson International Airport. In 2003, the
store extended its lease on the 265-square-foot
facility with the Greater Toronto Airports
Authority (GTAA) until September 2003 with
all terms remaining the same.

NUNAVUT DEVELOPMENT CORPORATION @
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(Greater Toronto Airports Authority (GTAA))
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2003, T*CAT ADKT PabrcPPNb-
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CAL DA #<>LOC qrgL®<OC
ba (DS <L dArdebb® oo ™ o *L®)¢
A>T ®LOC (M I M CAdoC (Terminal
m,re. DANCANC A bNbHY q%C
DANG ot DI ALDC Kool
A*ba AZ*N ot L Ab<BCPNLOC
DALRAP LD PR oS

2003 o%do, Cdd  (The GTAA)JC
PG D®C DPANCAL® CAT  acdo-
DA*a®  Terminall ><€5%c-< Terminal 1l
4G 2003 o*Udo Cdd ANPEIC <L
002 A%ba AXSNPDC PR D®)C
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2002/2003] PabyAC
PrEvdrlo’c aA el LXC
002! PabrePiddicene'S
dPnN" b o0’ oale oPALKS

NS DAERY $1,307,804
DALD®) P 5 o $ 887346
Pablyd e Crc PR $ 420,458
DAGEDNT o i I

AL Dol $ 699,316
P Do=of 4P $(278,858)

2002/2003 4PNNot DD $ 15238

In 2003, sales at the Pearson store came in
as forecasted at just over $170,000.

Most of the sales are derived from domestic
and American travelers who depart from
Terminal 11 to North American points
beyond. This store works closely with the
Queen’s Quay store both in terms of strategic
staffing and the strategic transfer of merchandise
between stores.

In late 2003, The GTAA issued an RFP
for those proponents interested in securing
specialty retail space in either the new
Terminal 1 or Terminal I11. As of the close of
2003 NDC and its Arctic Nunavut staff were
closely examining the RFP and preparing to
submit a proposal for a similar sized retail space
in Terminal 111 where the majority of interna-
tional traffic is suppose to arrive and depart.

2002/2003 Financial Summary
Nunavut Development Corporation
Southern Sales Division

Total Sales $ 1,307,804
Cost of Goods Sold $ 887346
Gross Margin $ 420,458
Selling and Admin $ 699,316
Cost of Operations $ (278,858)

2002/2003 Capital Expenditures  $ 15,238
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The accompanying consolidated financial
statements of the Nunavut Development
Corporation and all information contained in
this annual report are the responsibility of the
Corporation’s management and have been
reviewed and approved by the Board of
Directors. The financial statements include
some amounts, such as the allowance for
doubtful accounts receivable and the valuation
of the inventory and the venture investments
that are necessarily based on management’s
best estimates and judgment.

The financial statements have been pre-
pared in accordance with Canadian generally
accepted accounting principles. Financial
information presented elsewhere in the annual
report is consistent with that contained in the
financial statements.

In discharging its responsibility for the
integrity and fairness of the financial state-
ments, management maintains financial and
management control systems and practices
designed to provide reasonable assurance that
transactions are authorized, assets are safe-

John Hickes
President & C.E.O

Rankin Inlet, Canada
June 13, 2003

MANAGEMENT’S
RESPONSIBILITY FOR
FINANCIAL STATEMENTS

guarded and proper records are maintained.
These controls and practices ensure the order-
ly conduct of business, the accuracy of the
accounting records, the timely preparation of
reliable financial information and adherence
to the Corporation’s policies and statutory
requirements.

The Board of Directors is responsible for
ensuring that management fulfills its responsi-
bilities for financial reporting and internal
control. The Board of Directors exercises this
responsibility through the Audit Committee,
which is comprised of Directors who are not
employees of the Corporation. The Audit
Committee meets with management and the
external auditors, who have full and free access
to the Audit Committee.

The Corporation’s independent external
auditor, the Auditor General of Canada, is
responsible for auditing the transactions and
financial statements of the Corporation and
for issuing her report thereon.

Darrin Nichol
Controller

NUNAVUT DEVELOPMENT CORPORATION @
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Auditor General of Canada
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Auditor General of Canada

AUDITOR’S REPORT

To the Minister of Sustainable Development

| have audited the consolidated statement of
financial position of Nunavut Development
Coporation as at March 31, 2003 and the con-
solidated statements of operations and
retained earnings and cash flows for the year
then ended. These financial statements are the
responsibility of the Corporation’s manage-
ment. My responsibility is to express an opin-
ion on these financial statements based on my
audit.

I conducted my audit in accordance with
Canadian generally accepted auditing stan-
dards. Those standards require that | plan
and perform an audit to obtain reasonable
assurance whether the financial statements are
free of material misstatement. An audit
includes examining, on a test basis, evidence
supporting the amounts and disclosures in the
financial statements. An audit also includes
assessing the accounting principles used and
significant estimates made by management, as
well as evaluating the overall financial state-
ment presentation.

Vérificatrice générale du Canada

In my opinion, these consolidated finan-
cial statements present fairly, in all material
respects, the financial position of the
Corporation as at March 2003 and the results
of its operations and its cash flows for the year
ended in accordance with Canadian generally
accepted accounting principles. As required by
the Financial Administration Act, I also report
that, in my opinion, these principles have been
applied on a basis consistent with that of the
proceeding year.

Further, in my opinion, proper books of
account have been kept by the Corporation
and its subsidiaries and the consolidated finan-
cial statements are in agreement therewith. In
addition, the transactions of the Corporation
and its subsidiaries that have come to my
notice during my audit of the consolidated
financial statements have, in all significant
respects, been in accordance with Part IX of
the Financial Administration Act (Nunavut),
the Northwest Territories Development
Corporation Act (as duplicated by section 29 of
the Nunavut Act), the Business Corporations
Act (Nunavut) and the by-laws of the
Corporation and its subsidiaries.

Ronald C. Thompson, CA
Assistant Auditor General
for the Auditor General of Canada

Ottawa, Canada
June 13, 2003

NUNAVUT DEVELOPMENT CORPORATION @




bN* A% ¢ CONSOLIDATED

Pabb®io* " o STATEMENT OF
Ac*¢ FINANCIAL POSITION
@ AMEoNt LY 3L: As at March 31:
v
= Pabbidnie 4P Assets 2003 2002
d Lrab® Current:
s Pabb® (oo AL 4-T) Cash (Note 4) $ 596,980 $ 558408
) d ANEY, Pabbedt bN-of* Accounts receivable, net of allowance 1,185,191 1,161,385
e AINBDP® (a0 A%LD* 5-T) Inventories (Note 5) 2,191,073 2,176,609
o) DL PaDhrdAt ¢ Pedotr 45 dPen dbi<t) of Deposits and prepaid expenses 37,662 46,509
o 4,010,906 3,942,911
0
A AP TdS ATddL [anaA®L>* 6-T) Fund balances (Note 6) 983,072 866,956
c DAL AchPPLY (e AL 10-T) Venture investments (Note 10) - 37500
L 009N, N @ AME AN 0° [aaA®LY® 11-T) Property, plant and equipment (Note 11) 1,276,014 1,083,778
vV $ 6,269,992 $ 5931145
v
L, Pendes Liabilities
J L' Pendes Current:
Q</ Pabbdi I (aaA%L* 12-T) Bank indebtedness (Note 12) $ 297078 $ 748506
DA ot Lo PN Do Accounts payable and accrued liabilities 1,303,104 1,181,687
v LN (0 0o A%LD* T-T) Deferred subsidy contributions (Note 7) 144,148 103,172
‘5 1,744,330 2,033,365
q AINGRPPL PI Do P AC (e A*LD® §-T) Deferred capital contributions (Note 8) 2,850,662 2,514,184
Pliot AePPr o Minority interest 1 1
4,594,993 4,547,550
PALAS Equity
PALUN® — AcPLAP <o (oo ALS® 13-T) Contributed equity — 462,900 450,400
venture investments (Note 13)
Pabbcbrr® Retained earnings 1212,099 933195
1,674,999 1,383,595

$ 6,269,992 $ 5931145

CAL ¢ s AcoPNot (asaA*LD* 15-T)  Commitments and contingencies (Note 15)

P4 @ AL A7 Ddd bN*ARPLSC The accompanying notes are an integral part
PabyIN Doth ™ of of the consolidated financial statements.
<¢r+(>PL*/Approved:

A %bt/Louie Kamookak
AYSHC® Ddo™ bNLM/Chairperson of the Executive Committee
aNAM bNLASE¢/Nunavut Development Corporation
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CONSOLIDATED

bN® A% <¢ > Yo ¢ <L STATEMENT OF OPERATIONS
NJT<*C>C Pa L4 o AND RETAINED EARNINGS
AP oo LY 31 For the year ended March 31:
2003 2002
PPl o (aoad®?LD% 17-T): Operations (Note 17):
TDALKS Sales $ 5991653 $ 5438466
DAL PHrr Cost of goods sold (5,850,391) (5,331,420)
bNor Pablbcd® Gross profit 141,262 107,046
4P Pabbrre Other income 89,418 133,343
230,680 240,389
PelihG Expenses:
DAL I TS PN (oo ASLD% 18T) Selling and administrative (Note 18) (3,160,012) (2,853,498)
PIAPL Amortization (378,885) (311,514)
(3,538,897) (3,165,012)
Pendet LRLE doPc P N el Net loss before government contributions (3,308,217) (2,924,623)
LRLYC doPLy* ¢ (aoaA*LD® 9-T) Government contributions (Note 9) 3,599,621 3,406,737
Pabbdile LELMS DANDHNLM Net profit after government contributions 291,404 482,114
Pabbcbrt DPD* APC*Ade Retained earnings, beginning of the year 933,195 451,081
1,224,599 933,195
Acr?P* PP Lot AdYL PLLLNLS Transfer of gain on redemption of
Ay e (aoaA®?L>® 13-T) preferred shares to contributed equity -
venture investments (Note 13) (12,500)
Pabbcbir® PPD< o¥do Retained earnings, end of the year $ 1212099 § 933195

Ddd @ ALY ACFC DB bN® AL
BabY*INC Dotb ™o,

The accompanying notes are an integral part

of the consolidated financial statements.
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CONSOLIDATED
STATEMENT OF
CASH FLOWS

For the year ended March 31:

2003 2002
Pabbbrr® br* (AR Cash provided by (used in)
PNIYPII Operating activities:
Pabbedilt DAL of Cash provided from sale of goods $ 5967847 $ 5274588
Pabbdt LELAE HANCHHN M Cash provided by government contributions 3,232,075 3,045,265
Pabbdit drd)t Padbcdrrtd Cash provided by other sources of income 76,918 133,343
b (D Pende o Cash used in operations (8,894,603) (8,494,032)
bNof PeNNe'l Acndyo Net cash provided by (used in)
operating activities 382,237 (40,836)
Pabbendd Financing activities:
PabbHr® DALY 5o LELbd Capital contributions provided by
do?Lr™E (anaA®L>® 6-T) the Government of Nunavut (Note 6) 745,000 695,500
AcHDPLR® AcPLIPDN] 00D LRLNE Venture capital contributions provided
do?Lr™E [aoaAPLD® 6-T) by the Government of Nunavut (Note 6) 100,000
PabbbrdI® PadbHI(P¥ HADH (Do Net cash provided by financing activities 745,000 795,500
Pabb DS AR Investing activities:
AcPDAPL® 00 N0, Nad\Ma, ANC Investment in property, plant and equipment (571,121) (663,242)
D¢ dDALY AcPLIDALST (aoaA%LD% 10-T) Proceeds from redemption
of venture investment (Note 10) 50,000 50,000
BN“sPC bre AN®)C eDAPDHLD*) o8 Net cash used in investing activities (521,121) (613,242)
BNSPC bPC AN®XC brbJ ™ s Net increase in cash and cash equivalents 606,116 141,422
oY 4o PPt IAao PP APRAde Cash and cash equivalents at the beginning of year 676,858 535,436
oY 4o PPt PP 5%t Cash and cash equivalents at the end of year * $ 1,282,974 $ 676,858

* Pabb bbbt ACH*) b Pabbiot
PadborrDN s PabydAl dPO% A ol

Pdd NMNbNPN"D AclyDLC bN*A*DPLL 0% N (Pord o

P’O.D&(_f\.{n_oc.

* Cash and cash equivalents include cash
and fund balances less bank indebtedness.

The accompanying notes are an integral part
of the consolidated financial statements.
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NOTES TO
CONSOLIDATED
FINANCIAL STATEMENTS

1. The Corporation

(a) Authority
The Nunavut Development Corporation (the
“Corporation™) is a Crown corporation of the
Government of Nunavut (the “Government”)
named in Schedule B of the Financial
Administration Act (“FAA”) and, accordingly,
operates in accordance with Part IX of the
FAA, and the Northwest Territories Development
Corporation Act (the “Act”) (as duplicated for
Nunavut under Section 29 of the Nunavut Act).
The Corporation and its subsidiaries are
exempt from the payment of any municipal,
territorial and federal income taxes pursuant
to Section 27 of the Act and Section 149 of
the Income Tax Act.

(b) Operations

The Corporation directly invests in or operates
business enterprises in accordance with the
economic objectives of the Government
through equity investments, loans and subsidies.
These economic objectives are to create
employment and income opportunities for
residents of Nunavut, primarily in small com-
munities, to stimulate growth of businesses in
Nunavut and to promote economic diversifi-
cation and stability. It is the intention of the
Corporation to divest itself of its subsidiary
investments once the subsidiary has attained a
sustainable level of profitability.

NUNAVUT DEVELOPMENT CORPORATION @
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Abec 16 <L 17 Ac*Mo LU,
dPANT  LANPLD® AN Pabibp-
NN 0¢  dPPanrLoNt, PALNLNo o,
AMddrL<No o, AdNo¢ aDAPNNo o,
AcPLoD TNt s, AP BbARN NG .

Nr><* AIXDPLIR® Abo 21, 22, 23
<L 24 Ao LU, nr><s
NPNPLMLE  D*C>Phot  AcrPPLIN*No,
AdNoS PabbbPr®, AdNot ArddrL<re,
AcP/PLINNMC QL AMFAdPL<I  Acr-
PLIN*N o <L CANSNNMC PR
PALAAD A% PILAADS S, (L4 Acr-
NRE AP CA<NN"S  bNLPof M *CD>-
<P>®C LY 13, 2002-T do¥Pc P®I¢ 00 >¢

Pablrcn<Not > NP*C bNLM™ e,

(c) LLL'dC Dolrihpe

dPARNT DodPd<ALE 00D LLL o
CAbMC Ll Cd o™l TRDRSPLN®,
AL APPAPLLL) A ePNFPRD oS
Lebod 25 Ac™ LU, Nb<® go6yclc
<adbadet, Pabbea~NNIMs AdNoo
<@ JdNC IAPRC>PNC LLLEE Pa by enos
A>CNRE bNLM 08, DPPNo<®I. (L a
BHAC>CI® €L bNLRC AALPN®ZDP-
NP PP Lodioc™ (L o Jo<P<®
D*Pod* 5o ASIN_o¢ AcPLARN S,

In accordance with Sections 16 and 17 of
the Act, the Corporation has established a
Subsidy Fund, Capital Fund, Capital Reserve
Fund, Venture Investment Fund and Venture
Reserve Fund.

In accordance with Sections 21, 22, 23
and 24 of the Act, the Corporation has also
developed guidelines for investments and
divestments from the Subsidy Fund, Capital
Fund and Venture Investment Fund and for
the amalgamation and wind-up of subsidiary
investments. The investment and divestment
guidelines were approved by the Board of
Directors on March 13, 2002 and the
Nunavut Financial Management Board.

(c) Government Contributions

The Corporation receives contributions from
the Government of Nunavut as set out in its
Main Estimates, and adjusted by supplementary
appropriations. In accordance with Section 25
of the Act, the Corporation annually submits a
corporate plan, operating budget and capital
plan identifying the contributions requested
for approval by the Government’s Financial
Management Board prior to the commence-
ment of the fiscal year. The contributions are
allocated at the discretion of the Board of
Directors for the purposes of acquiring capital
and venture investments, providing operating
subsidies to subsidiaries based on need, financing




AL DR oo ALAND NS Ab<A dbP®
D5, odIBAPL* NNGAE  PaDbbNoJ
dlo oPALKDd®I oS, LALLM
AcCa PN 066, P> D 5o A<
PabL*R(PNoS, AdNc® oDAPD<C 5o
d>AKNTS

NM><* PALANPL S LPCNCPLC
dodPdn (¢  Pabblo¢ LLLY
CL*do* baP~I" D> ‘No<LC
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bN*A /LS Pb*Lod  Pabbbrrilc
AcDONY  0aD¢ A'LNRADNS  JD>ARS
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head office and sales operations, providing
project contributions to approved incorporated
investments, paying business development
expenses and purchasing capital assets for the
Corporation.

The Corporation and its subsidiaries are
economically dependent upon the contribution
received from the Government for their ongoing
operations.

2. Significant Accounting Policies

(a) Principles of Consolidation

The consolidated financial statements include
the accounts of the parent company, Nunavut
Development Corporation and its subsidiaries.
All intercompany transactions and balances
have been eliminated. The Corporation controls
all of its subsidiaries but does not hold 100%
interest in all of them. The non-controlling
interest in the subsidiaries has been reduced by
the losses applicable to the non-controlling
interest. The applicable losses are limited to
the non-controlling interests’ capital investment
in the subsidiaries. The excess, and any further
losses, applicable to the non-controlling interest
are allocated only to the parent’s interest.
Subsequent earnings will be allocated propor-
tionately to the non-controlling interest
when the parent’s previously absorbed losses
are recovered.
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Subsidiary Investment Location  Ownership % Date Incorporated

PPPSCI o Pend/Arctic Foods:
PecTo oPclen® b e o® tAn
Kivallig Arctic Foods Ltd. Rankin Inlet 100% October 2, 1992
PNTHo P clend® AbSING® A>P"
Kitikmeot Foods Ltd. Cambridge Bay 98% April 9, 1992
eI AboLANC Ak PN
Pangnirtung Fisheries Ltd. Pangnirtung 51% September 11, 1992
933261 oo P<* NPS*<q A dn
933261 N.W.T. Ltd. Whale Cove 51% February 1, 1993

4 AJ*Nnd/Light Manufacturing
AL bt ® tIAn
Ivalu Ltd. Rankin Inlet 100% October 2, 1992
b bat bl PNAn
Jessie Oonark Ltd. Baker Lake 100% September 25, 1991
Pt AL A>"
Kiluk Ltd. Arviat 100% April 3, 1996
(% AN (O%¢® A
Talug Designs Ltd. Taloyoak 51% April 12, 1995
DD AN N YLNe A Le
Uqqurmiut Arts & Crafts (1993) Ltd. Pangnirtung 51% March 1, 1994
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Dd*(PCLC  AcPPLAPNT  AcrPPL~C>-
b oSor<d® 5NF Dd*PLED><LEIC,

(b) Measurement Uncertainty

Financial statements prepared in accordance
with Canadian generally accepted accounting
principles require management to make esti-
mates and judgements that affect the amounts
and disclosures reported in the financial state-
ments. The more significant areas requiring
the use of management estimates are related to
the allowance for doubtful accounts receivable
and the provision to reduce inventories and
venture investments to their estimated net
realizable value. Actual results may differ from
those estimated, although management does
not believe that any differences would materially
affect the Corporation’s financial position or
reported results of its operations.

() Inventories

Inventories consist of raw materials, work-in-
process and finished goods and are classified as
follows: arctic foods and light manufacturing.
Raw materials and work-in-process are valued
at the lower of cost and replacement cost.
Finished goods are valued at the lower of cost
and estimated net realizable value, with cost
being determined on a weighted average basis.

(d) Venture Investments

Venture investments are carried at the amount
of the funds advanced less a provision for loss.
Provision for loss is determined following a
detailed review of the investments and specific
provisions are made for those investments
known to be in difficulty.

In accordance with Section 17 of the Act,
dividends received are recorded as contributed
equity — venture investments and are to be
used for additional investments in venture
activities.
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(e) ©0adN*rS, KalS <L AdNMC
AdNo¢ PP P R* Pt L AP Lol
PP LA™ NINC*LSd NNGHPLLD®
AL %o 4PPLED< o

A 5P 5%
AdN¢ 20%
NNSAD< AN < AYNYC 10-20%
ANDPDPLLE ADPL LoD 10%
b (DL€ 33-50%
oarPN 20%
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(e) Property, Plant and Equipment

Property, plant and equipment are carried at
cost less accumulated amortization.
Amortization is recorded by the straight-line
method at rates set out below:

Buildings 5%
Equipment 20%
Office furniture and equipment 10-20%
Leasehold improvements 10%
Computer equipment 33-50%
Automotive equipment 20%

(f) Employee Future Benefits

Employees of the Corporation are not
employees of the public service as defined in
the Public Service Act. The Corporation and
its employees make matching contributions to
registered retirement savings plans up to
established limits. These contributions repre-
sent the total pension obligation of the
Corporation and are recognized in the
accounts on a current basis.

The Corporation’s employees are also
entitled to annual leave under their terms of
employment. The liability for employee leave
benefits is recorded as the benefits accrue to
the employees.

(9) Government Contributions

The contributions approved for providing
operating subsidies to the subsidiaries are
recognized as revenue in the year that the
subsidy is paid to the subsidiary. A subsidy
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contribution which has not been expended
at year-end may be carried forward to the
following year and is recorded as a deferred
subsidy contribution.

The contributions approved to assist in
financing the parent company’s head office
and the sales operations are recognized as revenue
in the year it is received by the Corporation.

The contributions approved for invest-
ments in majority-owned subsidiaries and
purchasing capital assets for the parent com-
pany are recorded as a deferred capital contri-
bution and are amortized (into income) on the
same basis as the amortization of the related
property, plant and equipment.

The contributions approved for providing
working capital advances to the subsidiaries
are recorded as a deferred capital contribution.
Deferred capital contributions for working
capital advances are recognized as revenue
whenever there has been a significant erosion
in the subsidiary’s working capital balance
such that it is unlikely that the subsidiary
would be able to recover the loss in working
capital in the future.

The contributions approved for invest-
ments in loans receivable, preferred shares or
non-controlling interests in common shares
are recorded as contributed equity - venture
investments and are recognized in the year for
which the funds are advanced.

The contributions approved for providing
project contributions and paying business
development expenses are recorded as a
deferred capital contribution and are recog-
nized as revenue in the year that the project
contribution or business expenses are paid.
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(h) Financial Instruments

The Corporation’s financial instruments con-
sist of cash, accounts receivable, fund balances,
bank indebtedness and accounts payable and
accrued liabilities. The fair values of these
financial instruments approximate their carry-
ing amounts due to the relatively short period
to maturity of these instruments, unless other-
wise noted.

3. Compliance with Authorities

(a) Job Creation or Maintenance
The Act provides the Corporation with the
mandate to create or maintain jobs within the
Nunavut region. To this end, the Government
provides a contribution to the Corporation.
The following jobs were created or main-
tained by the Corporation and its subsidiaries
during the 2002-2003 fiscal year. No similar
job information is currently available for the
Corporation's venture investments. These job
creation or maintenance figures are consistent
with the Corporation's investment and divest-
ment guidelines, which define:
« a direct job as 50 weeks of employment per
year or 1,500 hours of work during the year;
« a direct traditional job as $27,650 paid dur-
ing the year to local artists or harvesters; and
e an indirect job as $27,650 paid to local
organizations for labour.

The hours worked or dollars paid may be
aggregated to arrive at the total number of jobs.



PLAYS NP LNPNo® CALAOI QAR bNo*CP ol bNo*C* o€
Nadeh® Nad\eh® Naeh® NaAN® 2003 KaAN* 2002
Subsidiary Direct  Direct Traditional Indirect Total Jobs Total Jobs
Investments Jobs Jobs Jobs 2003 2002
PPDRCI o Pend/Arctic Foods:
P To oPclen®
Kivallig Arctic Foods Ltd. 121 08 200 329 19.1
PNTPe P len®
Kitikmeot Foods Ltd. 8.0 39 12 131 132
<o AboLANYe
Pangnirtung Fisheries Ltd. 235 170 6.2 46.7 375
933261 oo P<¢®
933261 N.W.T. Ltd. 11 04 15 15
4 A*NndYLight Manufacturing:
AL
Ivalu Ltd. 25 0.6 31 42
b bat
Jessie Oonark Ltd. 42 04 46 6.0
Pt
Kiluk Ltd. 55 24 79 57
C_)ﬁb rib'ﬁn(
Talug Designs Ltd. 31 09 40 48
DITDE THANMC Lo YN
Uqgqurmiut Arts & Crafts (1993) Ltd. 137 9.0 22.7 22.3
>d<-bNLC/Sub-total 72.6 36.1 218 136.5 114.3
o2l A'oICDN JPOANT
NNSEAL CLEbBIA
Nunavut Development
Corporation Head Office 5.0 13.6 18.6 184
bN_*C oM/ Total 716 49.7 278 155.1 132.7
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$27,650 Pcb>IPodt o
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(b) Compliance with Subsidy and
Investment Limits
Under Section 16(4) of the Act, the
Corporation may pay subsidies to cover operating
costs to its subsidiaries based on jobs created
directly or indirectly, up to an amount prescribed
by regulations under the Act. Furthermore,
Sections 16(3) and 17(3) of the Act allow the
Corporation to invest in subsidiaries and business
enterprises up to an amount prescribed by
regulation, again based on jobs created directly
or indirectly. No regulations have been prom-
ulgated under the Act. In the absence of
regulations, the Corporation has developed
investment and divestment guidelines which
state that the cost of a job for the purposes of
establishing funding ceilings shall be $27,650.
The Act further states, that amounts
greater than the prescribed maximums may be
provided with the approval of the Financial
Management Board. The Financial Management
Board has approved the Corporation's corporate
plan, operating budget and capital plan which
identify the allocation of the contributions to
be received by the Corporation from the
Government for the 2002-2003 fiscal year.
The following subsidies were provided
during the fiscal year along with the resultant
number of jobs created or maintained for the
respective subsidiary. Two of the subsidiaries
received a subsidy in excess of the $27,650 per
job amount stated in the investment and
divestment guidelines. However, as stated above,
the Financial Management Board approved
the subsidies paid in excess of the stated per
job amount.



LA bNorf Na*k¢
Peodife NP o d
PLAMC Subsidy Total Jobs Created
Subsidiary Investments Payments or Maintained
PPN o Pend/Arctic Foods:
PeTo oPlen<*/Kivalliq Arctic Foods Ltd. $ 350,000 329
PNTPe oP (e */Kitikmeot Foods Ltd. 225,000 131
Ca®IT A% SLANYY/Pangnirtung Fisheries Ltd. 306,000 46.7
933261 .00 P<¢*/933261 N.W.T. Ltd. 40,000 15
4 AJ*Nad/Light Manufacturing:
AL/ lvalu Ltd. 120,000 31
Y¢ Bat/lessie Oonark Ltd. 102,980 46
Pt/Kiluk Ltd. 167,225 79
(% T*4N/Talug Designs Ltd. 132,020 40
DYTDC AN Ko WN/Uggurmiut Arts &Crafts (1993) Ltd. 195,000 22.7
$ 1,638,225 136.5
4. Pabb® 4. Cash
2003 2002
Pabb® APLYDY PALAADo/Cash held by the subsidiaries $ 542,614 $ 558,408
Pabb® PALAR NUM4RC:LY/Cash held by the parent company:
Pabb® DA ><*/Cash on hand 1,037,438 866,956
Pabb® ALY Ddotl [o\PNe 6)/Less: Cash available for funds (Note 6) (983,072) (866,956)
Pabb® > PNN*/Cash available for operations 54,366 -
$ 596,980 $ 558,408

UEbAPN® PaDbdC AcHDPLLS LLLbdC
ArddrPLAde  Pabbot APRFQYLD®
PAPOI. (LYo Pabb® HddMd® dlob-
T ®O® NI PPLAMHLE UL AP
LAM . (LA NIPASRDRC GpfapaC
PPELEDRLC LRLYS  Pabbend Mok
CLbdd PP NIFAPPS, bANPL L,
PleBDr® s b oA UKD M R(D>-
PLNC LRLYC  Pabbend ol (LT

The parent company’s cash is also pooled with
the Government’s surplus cash that is invested
in a diversified portfolio of high grade, short-
term income producing investments. The cash
can be withdrawn at any time and is not
restricted by maturity dates in investments
made by the Government. The eligible classes
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Pabbn<dNt AsaN® AcPPL<r® o sa-
AcP®o5d  aNPP®I*YLEC §-2 PR,
A>o*N[t  CAb*L* Dominion Bond Rating
Service PLLoo¢ A-3 APo®*Nb 0T 5 Ab™SC
Canadian Bond Rating >PPbo-bP. AcrrLr<®
$31,327  PabL(P(><50-  (2002- $45,173)
PabbcDPr® AcyPrPLE® dPdUC Padrobh-
>N o<

of securities, categories of issuers, limits and
terms are approved by the Department of
Finance. All instruments, depending on the
investment class, are rated R-2 or better from
the Dominion Bond Rating Service or A-3 or
better from the Canadian Bond Rating
Service. Net investment income of $31,327
(2002 - $45,173) is included in other income.

5. oDALKC 5. Inventories
2003 2002
DAt AcndWPLS*/Raw materials and work-in-process:
DP>ECIT oP/Arctic foods $ 628,679 $ 490,962
I AJ*Nn.c-*/Light manufacturing 157,901 148,830
786,580 639,792
Ac*?L</Finished goods:
PP>ECEIT o P¢/Arctic foods 364,476 407551
I A4Y*Nne*/Light manufacturing 839,057 924,483
1,203,533 1,332,034
S¥IAE SUA <L AYNY/Packaging materials and supplies 200,960 204,783

$ 2,191,073 $ 2,176,609

PPD<  Ac*o  AWNS  PH®IC $49,006
(2002 - $25,275) <> N> AF*CD>®C,

During the year, inventories of $ 49,096
(2002 - $25,275) were written off.




6. Pabb*No¢ PP e

LLLdC dorPL<¢ Pabboc >do*
DQ*NLPNet DD AL AYNCP-
N*No* DPdo™ I*CK\LP>Not:

6. Fund Balances

Government contributions received by the
Corporation for the fiscal year for operating
and capital purposes were:

2003 2002

dedP <€ DNt PALAALY/Contributions for Operating Subsidies
P4LANDRY/Subsidiaries $ 1,638,225 $ 1,655,000
ac<'dn D% NM>~*/Parent Company 1,354,900 1,264,500
2,993,125 2,919,500

AINGNN dodP</Capital Contributions

PLANDY/Subsidiaries 685,255 622,820
c<'dn D% NI>~*/Parent Company 59,745 72,680
745,000 695,500
AcPARC AINGNRE Jo<P </ Venture Capital Contributions 100,000
$ 3738125 $ 3,715,000

Lelb< Ac™o  16-IT &L 17-1, dI>AKNT
PALLNGt  NPNPLEAdBLS  AINCNNG,
AN PN, AcPPL<N*hNobs, AcP~-
N*hots  Pabbot. dI>ANT  AcrPPLNNo
NPNPLEAdBLS <L AcPPLo’dC AP<-
dPLANIC dI>ARNT AMddPPL<Pd *5- Do
Acr/PLAD~o. dPANT AcPPLINC DYAF-
LALS Ac<"a®CC DL S Pabbot D*NN-
oNe P ALANMLCAC 4L Acrr/LIosN
L reC>rL<o.

In accordance with Sections 16 and 17 of the
Act, the Corporation is required to establish a
Subsidy Fund, Capital Fund, Capital Reserve
Fund, Venture Investment Fund and Venture
Reserve Fund. The Corporation is also
required to deposit to the reserve funds an
amount equal to 10% of each capital or venture
investment made. The Corporation may use
the reserve funds for further investment or
financing for its subsidiaries and venture
investments through approved drawdowns.
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Pdd Do PPPYULT PadHbPND D®IC The activity for the fiscal year in each of the
AL%a: funds was as follows:

2003 2002
PALNLN® Pabb®/Subsidy Fund
a\Ar¢*A</Opening balance $ 61,000 $61,000
A< UL bAC ot /Add: Government contributions received 2,993,125 2,919,500
AcMod PALAYYA® PALANLS o<id® NM><*/Less: Subsidy payments to subsidiaries and parent company (2,993,125) (2,919,500)
o \ASeJP*/Ending balance 61,000 61,000
AINGNN® Pabbbdr*/Capital Fund
&SArG*A</Opening balance 61,450 33,543
A< UL bACY ot /Add: Government contributions received 745,000 695,500
A sd AINGPS/Less: Capital investments made (673,884) (606,903)
AckDPLIE AINCRNN I Pa by 2%/ Deposits to capital reserve fund (67,660) (60,690)
d'\Aﬁ'chH“/Ending balance 64,906 61,450
AINGNN® )Ly ><*/Capital Reserve Fund
&SAr*A</Opening reserve 346,606 285,916
Ac5d: )*(>PLIY/Add: Deposits 67,660 60,690
a5NASe*A*/Ending reserve 414,266 346,606
AcPINANE AcPNPh¢/Venture Investment Fund
&SArG*A</Opening balance 320,000 170,000
Ac<sd UL DadBPNC Acsr/Add: Government contributions received - 100,000
A edt 933273 NWT, (PPHC5¢ Do) Ddol AP0t ABNMo¢  (asaA®PLD® 10-T)
Funds received from 933273 N.W.T. (West Baffin) for redemption of preferred shares (Note 10) 50,000 50,000
o 5ASe*A*/Ending balance 370,000 320,000
Ac>Not drddrLe®/Venture Reserve Fund
&NArG*A</Opening reserve 77900 82,900
AcMod )9 PLRYLess: Approved drawdowns (5,000) (5,000)
a5NASe*A*/Ending reserve 72,900 77900
bNr/Total $ 983,072 $ 866,956




7. PdLNLNGt AP <NeK®

NIFR> U3b I (asaA%LO® 6-7)/Held by parent company (Note 6)
NJr 4> PALANDNI/Held by subsidiaries

7. Deferred Subsidy Contributions

2003 2002
$ 61,000 $ 61,000
83,148 42172

$ 144148 $ 103172

8. ANCPPP~IC PO Jo" P

o NAM®A<4/Opening balance

Ao LELAE darbBPNMC PUYLA L dPINLC (0 sa A*LD* 6-T)
Add: Government capital contributions received (Note 6)

8. Deferred Capital Contributions

2003 2002
$ 2514,184 $ 2217017

745,000 695,500

Aok Peda<dre AYNSPP IS Ay D AT</Less: Amortization of deferred capital contributions (408,522) (398,333)

o “NASe*A*/Ending balance

$ 2,850,662 $ 2,514,184

9. LRLYC Jot P«

9. Government Contributions

2003 2002
0a>¢ LRLMC INRCC qB%RLC A e deno [
Government of Nunavut contributions received by the parent company
PALNUNG Pt LA B3 s PPt [anaA*rLD® 6T)
Subsidy payments to subsidiaries and parent company for operating purposes (Note 6) $ 2,993,125 $ 2,919,500
Aol PSet<edr® AINGYPL (ana A%LO® 8-T)
Add: Amortization of deferred capital contributions (Note 8) 408,522 398,333
3,401,647 3,317,833
2a2¢ LELMC PSS DL PALAP € o
Government of Nunavut subsidies paid directly to subsidiaries 197,974 88,904

$ 3,599,621 $ 3,406,737
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10. AP <Nt 10. Venture Investments

2003 2002
O#)<PN/Loan Receivable

PP AoAC NNPLHNMC b)?‘bnr“f“/quurmuit Inuit Artists Association:
D*)P/Balance due $ 679,000 $ 679,000
Ao PN*NCA b O%/Less: Provision for loss (679,000) (679,000)

AcrY* AN e AcP~Ne/Investment in Preferred Shares

933273 oaP<¢* (Pdatlo PP(4)/933273 N.W.T. Ltd. (West Baffin):

&SAr*A</Opening balance 100,000 150,000
A od: AcD¥a PN ABNYC (o 5a A*LD* 6-T)/Less: Redemption of preferred shares (Note 6) (50,000) (50,000)
50,000 100,000
AcMiod: PNPNCAdbO%/Less: Provision for loss (50,000) (62,500)
- 37500
$ - § 37500
DDPRDod DPNDPRPDPLE A SIS The loan receivable, which was for the pur-
PRI UC DPed®sd ORIP poses of financing building costs, is non-inter-
ASoDSo. bNALNS DA LAL®CHE PNRNCK® est bearing. The Corporation’s Board of
ASPE 1 20047 AL DAMLAd® 5] ASPC 1, Directors has extended the maturity date from
2008-_IC. April 1, 2003 to April 1, 2008.

The investment in the preferred shares
carry the right of conversion to common
shares on a 1:1 ratio. Preferred shares have a
par value of $1 per share and are redeemable at

AcrPLP* AcPNo o N*PLYA 11
P dood®d. AcPc>NC APBIC 4%,
Do AcPIN AL AcPNGRM<a® 5Nk

ST AchSNCE ILNPLSE BT S the amount paid thereon and bear a 7% divi-
PATAP=AC BT WLAPLRS CALMS dend. Dividend payments are up to date. As
LA 30, 2000  PATAR<MTRE bALP oS of May 30, 2000, future dividends payable
AGRDHPNRS AALINSDPCOPLALC have been waived through a resolution of the
Corporation’s Board of Directors.




11. 02 9N o°, Nal\*o¢ <L AYNSS 11. Property, Plant and Equipment
4Porr4C aNARNC 2002 o NARNEE
Cest 2Y< 4ol P o™ Pod™
Accumulated Net Book Net Book
Cost Amortization Value 2003 Value 2002
A*5*<45¢/Buildings $ 7,654,452 $ 7,368,351 $ 286,101 $210,454
AN o/Equipment 2,718,009 2,001,719 716,290 637,450
o(Y*NPN/Leasehold improvements 418,584 323,557 95,027 78,927
NNSAT A'dN.o%/Office furniture and equipment 321,255 214,054 107,201 77,060
b (>~ /Computer equipment 326,992 306,462 20,530 17371
oarPNY/Automotive equipment 94,334 43,469 50,865 62,516
$ 11,533,626 $ 10,257,612 $1,276,014 $ 1,083,778

12. PabYdAo¢ dPObDP*

(L*a Pabb® D cPf/d (Ao Pabb-
ASDRC AMDEIC bN®ARYLLC 4P o¢

LLLAC  NNSAM T o <L LLLAdC

nred-

N**o¢  Ada  bN®ARZLIC  D*DPNNT
PP, e pr® DDA dbA LS, (L a

PP Pabbbrr®t  Adto

4)%)_

dndB<Ls  (LYa O®<PR P 4 NC>LE
0a>¢ LRLM* 0 A'ePPr/ds D®IPHC
Pc*IA A Pb oo 21%  PPPC Asdo

<a®® Aboseartdt NC DD PRa-
PN $500,000-1¢ Preb®sd  AtoDrCDI®

PaDFdALS  0.5%-T Ac~<"a® 5o
D*DPar et P*IAIPDLalC

(L
™M JC

12. Bank Indebtedness
The operating account and all fund accounts
of the parent company are pooled with the
accounts of other departments and corporations
under the government’s Consolidated Offset
Banking Agreement. Based on operational
needs, the operating account may from time
to time be in an overdraft position. The overdraft
is guaranteed by the Government of Nunavut
and interest on the overdraft is charged based
on a rate of 21% per annum.

Pangnirtung Fisheries Ltd. has a demand
operating line of credit of $500,000 at the
bank prime rate plus 0.5%. The line of credit
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Ac Lo P ALAND<E)C AN Ne
D*5M QL dNebPNEdE AbR®DAGC
APPC ML <BM e

PLT oPenrt Aboseart IMNC
ACHLC D*IPRa PN $425,000-1¢
Peb®oJ  Abo  PabbPdAMT  D®IRC
PabHtdAt  dPH*NNC  0.5--T A<l
(L O*DRaPC I NC>PLI® M RC-
P CAda dU<BPPD dNPrr s

PATP>C cPenrt Abocenrt IN€
ACHLC D*IPRa PN $200,000- ¢
Pcb®od  Abo PaDLtdiAlr DI
PaDHdAT  APH*NN<E 0.5--T A<
(L O®D<PRa P A NCDPLI® &M '<-
(>N CAda <4L<BDPP< dNbPr S
LDPDDPRI*  PPP o¥do  dPcdotrLI*
(2002 - <APIBHI%)

(L*a PabLdAlc <dPOBDI* DPD< o%do
AL*a A D&%

2003 2002
PLYbbaD<
D®IPr4 $ - $218504
Co)* Absenne
ne 297,078 151,658
PR°T oPenrt
Aboenrt TNC - 378,344
o NASeA $297078 _ § 748,506

is secured by a floating charge debenture covering
all of the subsidiary’s assets and a support
agreement signed by the parent company.

Kivalliq Arctic Foods Ltd. has a demand
operating line of credit of $425,000 at the
bank prime rate plus 0.5%. The line of credit
is secured by a guarantee and postponement of
claim signed by the parent company.

Kitikmeot Foods Ltd. has a demand
operating line of credit of $200,000 at the
bank prime rate plus 0.5%. The line of
credit is secured by a guarantee and postpone-
ment of claim signed by the parent company.
The balance outstanding on the line of credit
at year-end is nil (2002 — Nil)

The bank indebtedness at year-end was
comprised as follows:

2003 2002
Overdraft on
operating account
of parent company $ - $218504
Pangnirtung
Fisheries Ltd. 297,078 151,658
Kivallig Arctic
Foods Ltd. - 378,344
Ending balance $297078  $ 748506




13. Ac™JC doPNC - AcPARNDNC

2003 2002
QNAMGA $ 450400 $ 350400
Ac<od LeL
DD HPNC
SAD>PLIC
([aoa A®LD% 6) - 100,000
Ac>INCRr® 12500 -
aNASTHA $ 462900 §$ 450,400

14, AP AP <No¢ Acnr®
(L dIP>AKNT  0a2¢ LR NIMENL©
AcleDPLR®  CAL"aX¢ oM obPrPI®)C
L<Ltde NroPr> <ot a*o%PLC
Mot NMFPONPPALYet. (L% NM><®
AcabNb > AXILS CLtdo*L¢ L<Lbde
ANINPE 0t AcnrD>LDO% D%

13. Contributed Equity — Venture
Investments

2003 2002
$ 450400 $ 350400

Opening balance
Add: Government
contributions received
(Note 6) - 100,000
Gain on redemption

of shares in venture

investment 12,500

Ending balance $ 462900 $ 450400

14. Related Party Transactions

The Corporation is related in terms of common
ownership to all Government of Nunavut
created departments, agencies and Crown
corporations and enters into transactions with
these entities in the normal course of business
at normal trade terms.
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A<D D*5J (Ldo™ DPPI

Transactions with related parties and balances

AL ADPL <% at year-end are as follows:
2003 2002
oPPN*h/Sales:
0a>¢ LLLY/Government of Nunavut $ 62,578 $17094
AcePNPLE (AN AcePNPLNY/Non-controlling interests 48,485 37441
$111,063 $ 54,535
oPAQPLYY/Purchases:
AcePNPLIE PILA™ o/Non-controlling interests $ 194,086 $ 197027
DA\ NNSAT S 4PBPN/Selling and administrative expenses:
0a2¢ LELY/Government of Nunavut $ 459,924 $ 512,242
AccPNPLIE PI™ o/Non-controlling interests 28,800 28,800
$ 488,724 $ 541,042
0aPl AbOAC PYLA 4ot PALLPRC PALAASL / Territorial freight subsidies paid directly to subsidiaries:
0a2¢ LELYY/Government of Nunavut $ 197,298 $ 182,076
by *(N¢/Accounts receivable:
0a>¢ LRLY/Government of Nunavut $129,700 $ 144,002
AcePNPLL (AN AcPNPLNY/Non-controlling interests 10,491 -
$ 140,191 $ 144,002
dPe*Inde/Accounts payable:
0a>¢ LeL*Y/Government of Nunavut $60,253 $ 48,814
AcePNPLIE PIP™ o/Non-controlling interests 180,000 180,000
$ 240,253 $ 228,814




15. bLP%*NC dP—®ILN L

(a) 4doP><td bLM*NC Ac-bAP~oC
dd>ANT ddoP><td¢ dNP>PL<N%BLC
NNSAIC  DORPHt L PN IS
NNSAT > AN, P *IA> A PP 4
DP>IST AL"a Ac™ULC

2004 $ 158574
2005 99,383
2006 22,680
2007 1,890
2008 -

$ 282527

(b) 4P ddoP=dS bLIYENC 42 PSP C
PALANDA* NMDIC 4PN dNeDb-
NbrL<* Pdd ddoP<td¢ bcGenr N©
Pleoood 750 DILA"0d b Sn<NPN®,
ddoP=d bGenr N beSenodLC
o 'dAX AL <" ASAS*F <ot <4Lo
CaPl/<d®NNRLNE 4%GYCLS dPLPNTe,
doP=dY bGenrt NS oPPN%Prd
MNP/ RCP>Lod® AP H5q*O® 8--T.
PP Ad*c<® Abo NNAn 31, 2003.

15. Commitments and Contingencies

(a) Long-term Commitments for Leases

The parent company has entered into long-
term operating leases for the rental of office
and retail space and office equipment. Future
minimum payments by fiscal year are due as
follows:

2004 $ 158574
2005 99,383
2006 22,680
2007 1,890
2008 -

$ 282527

(b) Other Long-term Commitments
Pangnirtung Fisheries Ltd. has entered into a
harvesting agreement with Davis Strait
Fisheries Ltd. for a minimum of 750 metric
tons of its turbot quota. Davis Strait Fisheries
Ltd. will harvest and process the turbot and
provide a royalty payment at a price set annually.
Pangnirtung Fisheries Ltd. has also entered
into an exclusive sales agreement with Davis
Strait Fisheries Ltd. for its fresh and frozen
processed turbot and char at a commission of
8% of the final sale price. The agreements
expire on December 31, 2003.
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(c) bLPYD> 6N
>dd balll oPcndct bBAIKA*NC (CFIA)
ORI PLC  PRIDC oPenrt NS
o Pcnd\do® aNdo® LPAAIMC oPn-
od®*<C. PPdoc  aN® dPdobL®<
dPdot oM o Pendladbo<dLC N>
Db bNbrL<C LLLbd ¢ LI Pabib-
PANCC oM o Pl NDo<®II <,

>PD>YJc D>*OI ba (" o Pnd\ct
b I*NC (CFIA) aoaA* DL
(ECICD>BCHIo®) <¥od¢ Aboend M oC
D> DA o d®It PP DFILHAC LR oC
AGos, JPANTI  PoGAYILLAC M AoS
dPo¢ DULNDAME. (Lo <*o) Aboend\*
PeconF* L L*aP<¥* o 5a®d)* dPI<o o
Pabr(Prab®C*Lo¢ dPMPdS* 50, mNsI6
AALMN®DPCDPLE®  dPO<NoC  APP<ArPC>-
< 0® $500,000 <L $2,000,000.
UEbYo®N ot (Lo DI I* PC>-
Na*osooo Lo d>ob<® b¥~*a oo

16. AR cdoP~®

PPD< o%do, dPAKNIS BN P*>C
26 (GTAA)  DO*ddolC  TCNIDLM™®
Terminal 3. o AP AMSGa > * o0
LI<n 1, 2003 dPIATPod®I® o DAL™-
o¢ Lcfoo. AALPRLCY (A% [TCAPRS
A%Cod® Terminal 2 oPAAE D*(Dod® 50
Ac L% 2004-1° NP L5J dP*DAc ">
<bP>PNL*It IPrA* (> <" ® Ho.

LaD<*(>* JLPrI*<“doP®* <D<
Absndf\dot (L e ddoP<C O*(Par*)
dPONo° ASNFASINT P> PL<oo
CLA" 0 Acl>P<ND*I o0 AP P®Ho
$600,000.

(c) Contingencies

As a result of an inspection by the Canadian
Food Inspection Agency (CFIA), Kitikmeot
Foods Ltd. had to make repairs to the floor of
its existing plant in order to meet the CFIA's
requirements. However, the repairs are seen as
a temporary measure only and it is expected that
a new plant will be required. The Corporation is
in discussions with the Government about
funding for a new plant.

During the year, Environment Canada
raised a concern with respect to the fish offal
(waste) disposal at Pangnirtung Fisheries Ltd.
A temporary solution has been arranged for
two years while the Corporation searches for a
feasible long term solution. The continued
operation of the Pangnirtung Fisheries Ltd. is
uncertain without a capital investment to solve
the problem. Current estimates of the capital
costs to address the issue range between
$500,000 and $2,000,000. It is management’s
view that a long term solution will be found
and that operations will continue.

16. Subsequent Events
Subsequent to year end, the Corporation
entered negotiations with the Greater Toronto
Airports Authority to lease retail space in the
Pearson Airport’s Terminal 3. The lease is to
commence October 1, 2003 with the lease
payment contingent on sales. Management also
intends to continue operating the current retail
location in terminal 2 until March 2004 if an
acceptable lease extension can be agreed upon.
Subsequent to year end, Pangnirtung
Fisheries Ltd is in the process of entering into
a long —term capital lease commitment with
its minority shareholder for a filleting machine
at a cost of approximately $600,000.



17 <>c_cncr°"la.oc

17. Segmented Information

PPD>ECII PPt 2003 2002

P I A*NA® nrp~* bNore bNore

Arctic Light 2003 2002

Foods Manufacturing  Corporate Total Total

DALN/Sales $ 4,193,629 $ 2,301,257 $ $ 6494886 $ 6,054,399

AcMod DALY dY/Less intercompany sales (113,654) (389,579) (503,233) (615,933)

4,079,975 1,911,678 5,991,653 5,438,466

aDid\ba* 4PHL/Cost of sales 4,025,441 1,824,950 5,850,391 5,331,420

PadbeDer® bNLJ/Gross profit on sales $ 54534 $86728 $ $ 141262 $ 107046
drot LLLAC BACHS

Net loss before government contributions $ (1,046,847) $(1,322449)  § (938921)  $(3308217) $(2,924,623)

AP*IAPDY -*/Amortization $ 247155 $ 115814 $ 15,916 $ 378,885 $311,514

AN/ Assets

L*a><%/Current § 2343562 $ 1563997 $ 103347 § 4010906 $ 3942911

AN 4P /Capital & other 900,200 323474 1,035,412 2,259,086 1,988,234

§ 3243762 $ 1887471 $ 1138759 $ 6269992 § 5931145

AWNC <4P<</Capital expenditures $ 414799 § 142478 § 13844 $571121 § 691,976

oDA* Db DLE nre<« >PD>*C*II Sales to one customer of the Corporation’s

cPIN M  oDPADYUYS Pabben<rd arctic foods segment account for approximately

$1,530,666 Sbo-'dNPL~<® N>~ (2001 _ $ 1,530,666 (2002 - $1,616,000) of the

$1,616,000) BN bN_5*CPME.

Corporation’s total sales.
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18. o>PNbc-® <L NNSenost dP—*INC

18. Selling and Administrative Expenses

2003 2002

Pabbed, Nadrde <L Ab<r</Salaries, wages and benefits $ 1,771,698 $ 1,614,122
AN/ Travel 250,036 243578
AcoA*~\*/Rent 200,994 186,110
AcrL<C PP </Professional fees 196,095 164,280
NNS*A* <7+ /Office and general 166,656 149,713
LP*NNe* AJTNSe* >/Advertising and promotion 125,438 81,051
AL S0 4PAASY/Repairs and maintenance 83,627 68,793
INDLP<NY/Telecommunications 83,180 76,318
bNL<N><</Board expenses 73,176 99,702
DALt Nac®/Product development 65,630 11,230
AaDPr® PadbdAM > 4P*DP7*/Interest and bank charges 58,029 73,259
a“cbdLYUtilities 47564 46,191
oar’PN/Vehicle 23,240 13,017
dPL*NDbA/Bad debts 14,411 11,759
> *?LAY/Outpost camp 238 14,375
$ 3,160,012 $ 2,853,498




