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As required by the Yukon River Panel, this report documents Yukon River
Salmon Cooperative (YRSC) activities between April 1, 2006 and March 31,
2007. It is divided into the following sections:

1. Executive Summary
2. TheYRSC
3. Background/Overview of the Yukon River Salmon Fishery
4. Activity Report
5. Financial Report

Executive Summary
The YRSC has expended considerable effort over the past eight years in moving
towards the development of a viable commercial salmon processing business
that all Yukon River Commercial salmon fishers can participate in. We have
received considerable assistance from the Yukon River Panel in pursuing this
endeavour, for which we are grateful.

We have had access to expertise from consultants and technical experts, and
with their assistance have produced detailed production models and business
plans that clearly demonstrate the viability of our vision. We have also confirmed
the value and marketability of our products through a "soft launch".

In 2004 our plans were diverted somewhat following a review of our business
plan by DFO technician Gordon Gislason, and subsequent direction from the
Yukon River Panel. We spent much of the next two years informing the Yukon
public of our plans and searching for potential partners. Those efforts made good
sense at the time, but for a variety of reasons did not ultimately prove successful.

A single potential partner emerged as a result of our efforts, that being Icy Water
Ltd., an Artic Char producer based in Whitehorse, Yukon. Both the YRSC and Icy
Waters expended considerable effort in 05/06 and early 06/07 in attempting to
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negotiate a Joint Venture Agreement to create a jointly-owned new business for
providing value-added fish processing. Unfortunately, in spite of good faith efforts
on both sides, our negotiations ultimately failed. For a variety of reasons neither
potential partner could provide the other the required commitments.

At the same time it was recognized that the YRSC requires a "landing station" in
Dawson regardless of any arrangements with potential partners outside Dawson.
In order to assure the consistent high quality of our products, we must, among
other things, have the capacity to produce significant volumes of ice, which can
only happen efficiently in Dawson. We also need a location to store our fish totes,
shipping containers and other assets.

As a result we have reverted to our original vision, which is to develop a value
added processing facility in Dawson. We can situate the processing facility in the
same location as our landing facility and utilize the same power and water
source. We will be better positioned to address contingencies of the moment and
provide project oversight.

It summary, it is now clear beyond any doubt that the best available option for the
YRSC is to concentrate all of our investment and development in Dawson. A
processing facility in Dawson is a viable option with a high probability of success.

As per the direction provided by the Yukon River Panel Steering Committee in
July, 2006, our primary focus is presently on the acquisition of capital goods
(land, facility, equipment). We expect to have the infrastructure in place to begin
processing by July, 2009.

The YRSC
In earlier studies sponsored by the Yukon River Commercial Fishing Association
it was determined that the best way to conduct a fish processing business adding
value to Yukon River salmon was by forming a "co-operative". This business
model was chosen for its ability to withstand the fluctuations of the fish business,
its positive community economic development factors, and its ability to be
inclusive of many stakeholders. Reductions in harvest were contemplated and
the potential need for "top-up" fish from other river systems were considered.
Financial projections and the "engine" of the business plan were generated by a
detailed production analysis. In the assessment of plant productivity, feasibility
was based upon a conservative number of fish entering the plant, that being the
recent 10-year average - an average that included complete closures (no fish
being commercially available).

On January 15, 2005, the Yukon River Salmon Cooperative Ltd. (YRSC)was
formally incorporated.

Background/ Overview of the Yukon Salmon Fishery
One of the ways Yukoners value Yukon River salmon resources is through their
commercial salmon fishery. Collectively, we have worked long and hard to
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protect and manage our salmon resources, and it is for this reason that the
highest possible value must be derived from them when the commercial run
permits, and that the benefits derived from the commercial fishery be spread to
as many Yukoners as possible.

In the spirit of the Yukon's commitment to a sustainable fishery, great effort has
been expended to ensure that:

1. the YRSC business plan is sustainable and conservative;
2. the YRSC not increase demand on the resource or affect basic needs

allocations (subsistence harvest) in any way; and
3. the YRSC be developed in an inclusive, transparent manner so that the

benefits can flow throughout the whole community.

Yukon River salmon are managed on an "abundance basis". Management
actions, such as the opening of fisheries or the authorizing of harvest, are
dependant upon the number offish returning to spawn. As a result of the
Umbrella Final Agreement (UFA), Yukon River salmon are also managed in a
"co-management" fashion. The Department of Fisheries and Oceans Canada
(DFO), does not make management decisions unilaterally. Rather, the
responsibility for management is shared among the Yukon Salmon Committee
(composed of First Nation and stakeholder representatives) and DFO. Many
other UFA entities such as Renewable Resource Councils (RRCs), individual
First Nation governments and members of the public also contribute to these
management decisions by way of this "co-management" regime.

"Abundance-based" management is about allocating salmon according to agreed
principles and priorities, based on how many fish are actually present in-season.
The first priority for managers as determined in the Integrated Fisheries
Management Plan (IFMP) is "conservation"1, which is expressed as a specific
allocation for "escapement"2. In the IFMP, fisheries managers have established
escapement numbers that they strive to achieve for optimum sustainable yield.
When these numbers are met consen/ation is not a concern. If these numbers
are not met, or, if it doesn't look like these numbers will be achieved in-season,
then conservation is a concern and timely action is required by fisheries
managers.

The next and highest priority for fish managers is fulfilling aboriginal subsistence
needs. This subsistence need and First Nation's individual and collective rights to

"Conservation", as per the UFA, means the management of Fish and Wildlife populations and
habitats and the regulation of users to ensure the quality, diversity and Long Term Optimum
Productivity of Fish and Wildlife populations, with the primary goal of ensuring a sustainable
harvest and its proper utilization. "Long Term Optimum Productivity" means the productivity
required to ensure the long term continuation of a species or population while providing for the
needs of Yukon Indian People and other harvesters and non-consumptive users of Fish and
Wildlife in the short term.

"Escapement" is the number offish that pass through all fisheries onto the spawning grounds.
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have these needs met are constitutionally protected in Canada, and are clearly
defined in the UFA. 3 Aside from being the highest priority after conservation,
these rights in Canada are sacrosanct. They constitute the highest law of the
land and must be respected by managers and stakeholders alike. Only after both
escapement and First Nation subsistence needs are met, can fisheries managers
contemplate opening other fisheries, such as the domestic, sport and commercial
fisheries in Yukon.

It is because of this abundance-based/co-management regime that commercial
fisheries on the Yukon River in Canada are inherently sustainable. They are
simply not allowed to take place unless managers are satisfied that there is
enough fish meet both escapement goals and aboriginal needs. Currently,
escapement goals have been agreed at 33, 000 chinook and 80, 000 chum on the
main stem of the Yukon River in Canada. These are the agreed numbers
required to perpetuate salmon runs, as determined by the Yukon River Panel and
the CAN/US Joint Technical Committee (JTC).

Currently in Canada, aboriginal needs, defined by the UFA to be Basic Needs
Allocations (BNA), 4 are under negotiation. These needs have been informed by a
Yukon River Harvest Study, conducted by LGL Ltd. over 7 years working jointly
with Yukon First Nations. The BNA numbers will likely be larger than the numbers
reported in the Harvest Study because of population growth amongst First
Nations and other factors. Regardless of the BNA numbers that are ultimately
negotiated, fish managers must be satisfied that they can achieve escapement
goals and satisfy aboriginal needs before even considering opening other
fisheries.

Accordingly the business plan developed by the Yukon River Salmon
Cooperative (YRSC) is based on sustainable and conservative assumptions.

2006/07 Activity Report
2006/07 can be described as a year of transition for the YRSC, or perhaps more
accurately as a year of reversion to original principles. We started the year
thinking that we were on the verge of beginning to engage in active "value added"
processing as part of a Joint Venture with Icy Waters Ltd. We ended the year as
a stand alone business entity seeking to develop a critical mass of infrastructure
to act as a "spring board" to launch our business. There were two principal
causes for this revision in direction:

1) Unsuccessful Ne otiations with 1c Waters Ltd.
In April of 2007 YRSC representatives were engaged in what we thought
were the final stages of negotiations with Icy Waters to establish a Joint
Venture value-added fish processing facility. It was proposed that the "Yukon
Fish Processors" joint venture would convert and expand the existing Icy

3 UFA-Chapter 16
UFA - Chapter 16, Section 16. 10, and Schedule A.
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Waters primary processing facility to a stand alone business owned jointly by
the two parties. It was proposed that Yukon Fish Processors would process
each party's fish on a cost recovery basis, leaving fish harvesting and the
marketing of the finished products to the individual parties. A draft Joint
Venture agreement had been drafted and had been reviewed by the Yukon
River Panel's legal counsel. Negotiations were at an advanced stage and
were expected to conclude forthwith.

Unfortunately, in spite of good faith efforts on both sides, negotiations
ultimately failed. For a variety of reasons neither potential partner could
provide the other the required commitments. An important lesson of the
experience with Icy Waters for the YRSC was a heightened appreciation for
the value of being in control of our own operations.

As a result, the YRSC reverted to our pre-Gislason plans to develop a value
added processing facility in Dawson. Previous business plans had shown the
Dawson option to be eminently feasible.

2) Direction from Steerin Committee re: Inter relation of Treat
At the start of the 2006/07 fiscal year the YRSC expected the new Yukon Fish
Processors joint venture to do the primary processing and freezing for
approximately 50, 000 pounds of our Chinook salmon in 2006, following which
we would ship the frozen fish to Ocean Masters in Vancouver for secondary
processing. This would build upon our "soft launch" in 2005, which had seen
our products realize premium prices and earn considerable kudos in the
industry. We had hoped to build upon our existing customer base and make
further inroads into the marketplace.

We amended our 2006 plans in June, following the 11 hour failure of our
negotiations with Icy Waters. Our revised approach was to hire Icy Waters to
do the primary processing on the same quantity offish and continue with
plans to send the frozen fish to Ocean Masters. We proposed to use the R&E
contribution for a good portion of our initial operational costs, and to use the
remaining portion, along with money from the sales of our products, for land
and capital equipment acquisition.

In June and early July of 2006 YRSC representatives had discussions with
the Panel Steering Committee regarding the proper interpretation of the
Yukon River Salmon Treaty as it related to the "development of
infrastructure", which is an approved use of the Restoration and
Enhancement (R&E) fund. It was the YRSC's view that the concept

5 Appendix I to Restoration and Enhancement Fund (Attachment C) Sec. 5. b) maintaining viable
salmon fisheries in the Yukon River in Canada, thus establishing incentives for the conservation
and stewardship of salmon and their habitats. Funding for commercial salmon fishing and
processing shall be limited to the development of infrastructure, capital equipment
expenditures and, in years when no commercial processing occurs, the maintenance of
processing infrastructure.
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"development of infrastructure" was meant to apply to both tangible and
intangible assets, and encompassed, among other things, the laying of the
foundation for the structure of the business.

It soon became clear that the YRSC interpreted that section of the Treaty
more liberally than the Committee. On July 11, 2006 we received a letter
advising us that "the Panel has approved funding for your project for the
purposes of development of infrastructure and capital expenditures to a
maximum of $141, 000 Cdn on the terms and conditions set forth in this
letter... ... This funding may be used by the Cooperative for the following
items:

i. Completion of a revised Business Plan and related project
planning;

ii. Capital purchases of:
a) Totes;
b) Ice making machine;
c) Truck; and
d) Land and related improvements for a 'landing station' in

or proximate to Dawson City provided such purchase is
subject to the Panel's prior review and approval of the
Cooperative's revised Business Plan and the proposed
land."

Accordingly, the YRSC cancelled plans for processing salmon in 2006. We
were simply not in a position to cover the initial costs of operation without the
use of some of the Panel's money. Since that time our primary focus has
been on the acquisition of capital goods (land, facility, equipment). We expect
to have the infrastructure in place to begin "value added processing" by July,
2009.

Other 2006/07 Activities
. Yukon River Salmon Cooperative Business Plan Update: The 2005

YRSC Business Plan, which was based on the proposed JV agreement
with Icy Waters Ltd. and the creation of the Yukon Fish Processors
business, has been revised to reflect the Dawson option, as had been the
case with the 2004 and earlier business plans. Additional work on the plan
is required, which will include a detailed schedule for the acquisition of
capital goods.

. Marketing: Christina Burridge of Seabridge Strategies has completed a
Market Strategy for the YRSC (please see attached Marketing Plan). This
project was undertaken with the support of the Yukon government's
Enterprise Trade Fund.
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The bottom line is that the YRSC will be an economically sound and profitable
business venture producing Northern Canada's finest smoked salmon. The
YRSC will generate significant returns for coop members and add
tremendous value to the Yukon's already precious salmon resources.

Financial Report
Set out below is the 2006/07 YRSC financial report. You will note that the lion's
share of 06/07 funding remains unspent. We propose to pool the bulk of 06/07,
07/08 and 08/09 R&E contributions in order to develop modest primary and
secondary processing infrastructure. When we do go into commercial production,
we will have the spring board we need to successfully conduct our business.

Yukon River
Salmon
Cooperative Ltd.
YRP Purchases
2006-07

$70, 000. 00 2006-07 VRP "ayment, July 24, 2006

Less: $13,702.69
$7,276.90

$20,979.59

$6,436. 976

$27, 416. 56

Insulated Totes
Freight to DC

TOTAL

Packaging Supplies

SUB TOTAL

$2, 741. 66

$30, 158.22

Admin Fees

GRAND TOTAL

$39, 841.78 Remaining available for Capital
Purchases

$71, 000. 00 Outstanding YRP funding from 2006-07
$110,841.78 TOTAL 2006/07 YRP Funding

Remaining for Capital Purchases

YRSC Financial Statements as at March 31, 2007 are attached to this report.

In early 2006/07, prior to receiving the July 11 , 2006 letter from the Panel identifying eligible
expenditures, the YRSC purchased two pallets of large disposable insulated cardboard shipping
containers. These were intended for the transport of volumes of salmon to Icy Waters and Ocean
Masters for primary and secondary processing. These containers are presently in storage. They
will be used when production commences in 2009.
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