
Peace River Regional District 
MEMORANDUM 

 
To: Chair and Directors  
 
From: Brenda Deliman, Secretary of Legislative Services 
 
Date: June 18, 2015 
 
Re: South Peace Grain Business Plan 
            
 
At its February 12, 2015 meeting the Board resolved: 
 
 “That the Peace River Regional District Board supports South Peace Grain in 
 its application to the New Building Canada Fund for BC Small Communities to 
 assist in the building of a bulk grain rail car loading facility in Dawson Creek, 
 further, that South Peace Grain be requested to forward their business plan to 
 the Peace River Regional District upon its completion.” 
 
Attach. 
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From: Shaun Grant  

Sent: Tuesday, June 16, 2015 3:01 PM 

To: Brenda Deliman 

Subject: RE: Certified Resolution - New Bldg Canada Fund 

 

Good afternoon Brenda, 

 

Please accept the attachment to this email. It is the business plan for the project which the board gave us a letter 

of support for in April. 

 

 

Thanks, 

 

Shaun Grant 

South Peace Grain 
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I  Executive Summary   
 
South Peace Grain Coop wishes to expand its business operation to include a rail grain 
handling facility to help its members gain access to domestic and export markets.  The purpose 
of this business plan and a review of the underlying elements of this business is to demonstrate 
the viability of the proposed business and to identify the set of conditions that must exist to 
make it both profitable for SPGC and operationally viable. 
 
The key findings of our business review are: 
 

1. There is sufficient demand evidenced from grain buyers in the Fraser Valley and in 
the U.S. to justify SPGC providing at least 12 grain cars per week.  Further growth 
could be achieved over the five year forecasted period.  

 
2. The selected rail option (Option 3) appears to allow SPGC to secure a rail 

connection with the CN line.  A formal application for this will have to be submitted to 
CN and SPGC will also need to secure a rail service agreement to ensure that the 
necessary number of rail cars will be supplied to the SPGC plant on a consistent 
basis. 

 
3. SPGC will need to secure a long-term lease or preferably a lease-to-buy option for 

the land currently owned by the Northern Lights College to secure the land required 
to build the rail line access to the SPGC plant.  

 
4. We have forecasted volume throughput in the facility to start at 10 cars per week in 

the first year, 11 in the second year and 12 in years 3, 4 and 5. 
 
5. Revenues in Year 1 are estimated to be $490,000 with grain handling and pea 

cleaning revenue resulting in a loss of $81,000 but with a positive cash flow of 
$143,700.  By year 5, the operation is estimated to produce $588,750 in revenue, a 
profit of $149,932 and a cash flow of $244,722.   

 
6. Additional revenues and profit could be realized by SPGC directly marketing and 

selling grain to domestic and export customers for SPGC members and non-
members.  Although not included in the financial results of this plan, this activity 
could increase annual sales by about $75,000 with much of this resulting in profit 
contribution to the total operation.   

 
7. SPGC could also expand into related business areas such as pea splitting, oat or 

barley de-hulling and cleaning of specialty crops.  These have been considered as 
future business opportunities and therefore are not included in the forecasted 
financial results of this business plan.  

 
8. The estimated capital cost of the plant equipment is $1,173,000 and the rail line 

construction cost is estimated to be $1,588,000 for a total cost of $2,866,400.   
 
9. SPGC has submitted a funding application for a federal/provincial funding program 

(NBCF-SCF) and will follow by submitting an application to the Northern 
Development Initiative for grants and loans.    The total grant and loan portion 
requested from both NDCF and NDI is $2,499,870, however this may be reduced by 
$250,000 once a ruling on “non-stacking” of grants/loans is made.  This results in 
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SPGC likely to be required to invest $616,530 to start this business.  
 
10. We feel this project will likely be viable for SPGC from a financial and operational 

standpoint.  As in any business there are risks.  In this case, most of the risks are in 
the pre-start up stages and involve securing the necessary agreements from CN and 
the funding partners. Your next steps include: 

 
1. Secure a lease-to-own agreement with Northern Lights College. 
2. Secure agreement from CN for approval to construct the rail access line and an 

agreement to provide reliable weekly rail car service to the SPGC site. 
 

Once these hurdles are crossed, SPGC can then proceed with the business plan 
to build the site and arranging sales with major grain buyers. 

 
SPGC would like to thank the following organizations for their funding contributions to this 
business plan: 
 

1. South Peace Economic Development Commission 
2. Community Futures Program (Peace Liard) 
3. B.C. Ministry of Agriculture (Peace River Agriculture Development Fund) 

 
 
II   Objective of This Business Review 
 

South Peace Grain Cleaning Cooperative (SPGC) provides grain cleaning and seed reselling 
services for its members to help expand markets and provide financial return to its members. 
SPGC was established in 1963 by Dawson Creek and area grain producers. The mandate of 
the cooperative was to facilitate the construction of a seed cleaning facility for its member 
producers to use. In 1987 the cooperative built a new seed cleaning facility to accommodate 
demand for cleaning services. South Peace Grain (SPG) has updated, modernized and 
improved its line of seed cleaning equipment.  

Recently, South Peace Grain started a bagging feed service for the horse market.   SPG has 
also acquired a forage seed retail business to further generate sales for its members.  SPG 
feels that adding a rail line service to its facility would expand sales and marketing opportunities 
for the Peace River region and beyond.  

A strategic direction for SPGC is to help its members expand markets to domestic and export 
markets. To move this initiative along, SPG conducted a feasibility study last year that reviewed 
the markets and economics of the proposed rail line.  SPG now wishes to move ahead with a 
business plan to address several key business issues to provide a detailed plan of action for 
SPG to implement.  
 
Your objective in conducting this business plan is to provide important information, analysis and 
recommendations on the key business issues relating to the spur line and serve as a document 
that addresses important areas such as governance structure, financing, logistics and a clear 
implementation plan to help SPG carry out the plan. 
 
The final business plan will be presented to the board members for approval.  This business 
plan will be used as support for requests for funding from different government levels and 
financial institutions. 
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Your short-term outcomes are expected to include: 
 

-development of the side rail at SPG to allow new markets and opportunities for 
members 

-results and developments will be shared with members, the industry and interested 
parties through websites, newsletters and other communication means. 

 
The longer-term outcomes and indicators of success of this initiative are expected to include: 
 

-expansion and growth of the BC grain industry to new market opportunities 
-increased profits and profit margins for the SPG plant and its producers 

 
Specifically, you wish this study to provide: 

 
1. A business plan that will provide clear direction on how to achieve the goals and 

objectives and address the top areas of concern. 
 

2. Timelines and action plans to carry out each strategy that include human capacity and 
budget. This would include duties of the Manager and potential partners to assist the 
SPG in obtaining its goals and objectives. 
 

You wish this business plan to address the following areas: 
 

1) Side rail access business plan for a CN spur line 
2) Corporate structure options clearly identified and recommendations made 
3) Market opportunities – identify market opportunities and deliver a 5 year plan 
4) Infrastructure plans for SPG site. 
5) Regulatory requirements and approvals for proposed expansion clearly identified and 

timelines. 
6) Investment and financing plan clearly explore all options in terms of institutions and 

grants, aids and funds and provide recommendations 
7) Facility operation plan, including timelines and who will be able to implement this 5 yr 

plan. 
8) Follow up on recommendations from feasibility study and put a cost to deliver those 

items. 
 
Some of your critical issues addressed in the business plan will include: 
 

1. Revisit the feasibility study to identify how the project could be self-sufficient specifically 
addressing: 
 

- The per tonne grain handling fee (determine likely price acceptance among key 
customers) and any other key costing or revenue assumptions  

- Develop projected income statements and capital costings based on the ideal 
scale of operation that will prove viable for SPGC. 
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2. Conduct meetings with your board to discuss level of support for project and to 

understand any concerns expressed by members that will be useful to know in 
conducting this business plan.    
 

3. Hold discussions with CN management and others to reach an understanding on the 
intentions and costs to build the spur line and provide car service to the SPG facility on 
an on-going basis.  These discussions may include government staff and political 
representatives from BC and the federal government as required.   

 
In developing the business plan, you wish us to specifically follow up on the recommendations 
identified in the feasibility study.  
 
These “next step” requirements include: 
 

1. Identify a partner for the rail car siding  
 

a. Identify at least one key partner for the development rail car siding in the form of 
a long term handling agreement or an investment in the fixed assets of the rail 
siding. The opportunity should include a discussion of the volume of product that 
will be shipped during the year, the handling fees and a description of the 
services that SPGC will be providing for the handling fees. Identify if the 
opportunity includes a direct investment in the facility, and if so details will need 
to be clearly identified with respect to sale of the assets and contingencies for 
how the parties would agree to split or sell the assets under various scenarios.  
 

b. Develop a business case for grain drying. (Removed from scope) 
 

c. Finalize the corporate and organization structure of the entity (governance, 
reporting, ideal corporate structure in relation to SPG) 
 

d. Consider the possible investment of individual producers in the rail siding (giving 
them rights to ship a certain level of grain at a lower rate – a producer car like 
arrangement)  
 

e. Secure funding (identify potential government funders and private lenders) 
 

f. Development of the rail car site (this is the intended outcome of implementing the 
business plan. 

 
While the focus of this study was to develop a business plan, much of our work included 
revisiting the market and pricing assumptions of the previous feasibility study to provide an 
accurate assessment of the overall viability particularly relating to the rail access options.  
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III   How We Conducted This Business Review  
 
Our worksteps in this study included both obtaining and analyzing data and negotiating with CN 
on the rail line access issue.  The following identifies the main steps we conducted.   
 

1. Conducted personal and telephone interviews with board and SPG members 
 
In the beginning stages of this project, we conducted telephone and personal 
interviews with the SPGC. 
 

2. Conducted a survey of SPG members. 
 

To gauge members’ interest in the rail expansion initiative and to solicit 
comments and suggestions, we mailed out a survey that included questions on 
the value that a rail service would provide members.  
 

3. Interviewed potential buyers throughout western Canada 
 
We conducted telephone interviews with major grain buyers in the Fraser Valley, 
and the U.S.  These interviews were valuable in determining the level of interest 
grain customers had in buying grain from SPGC and under which conditions.  
 

4. Met with politicians in BC and attempted contact with federal MP 
 

We held personal and telephone interviews with the local MLA.  In addition, we 
spoke with the economic development officer for Dawson Creek. These 
meetings were held to inform them on the SPGC rail expansion project and to 
seek their assistance with CN negotiations and support for financial funding.  
 

5. Contacted equipment suppliers for plant layout and costing information. 
To obtain accurate costs to help us develop the financial and capital cost 
statements, we contacted and received equipment and installation costs from a 
number of grain handling equipment suppliers.   
  

6. Conducted extensive work and meetings with CN officials 
Throughout this project we had many discussions with CN officials for the 
Alberta/BC region and the CN head office.  These discussions included 
determining how SPGC could obtain agreement from CN on the rail line planning 
and logistical requirements as well as securing agreement on a service 
commitment for SPGC. 

 
7. Worked with engineering firm in developing the rail plan for CN. 

We worked with the engineering firm in Grande Prairie hired by SPGC to prepare 
the necessary plans as requested by CN.  These discussions included 
developing rail access options, determining capital costs and interfacing with 
discussions with CN on the site plan options.  
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8. Developed financial forecasts (cash flow and capital costings) 
As a critical component of this project, we developed projected income 
statements and capital cost schedules that reflect all information inputs from our 
review ranging from volume of grain throughput, prices charged, operating costs 
and sources of financing.  
 

9. Developed business plan assessment 
 
Based on our financial and operational assessment, we presented our findings to 
the SPGC board at their AGM meeting.  Our assessment and recommendations 
are included in this report and are based with the new costing information of the 
new rail option.  

 
Our business plan includes financial projections (income and cash flow 
statements, capital costings and sources of funding) 
 
 

IV  The Business Plan 
 
1.  Identifying Buyer Interest 
 
A key component of this business review includes verifying the revenues of the proposed SPGC 
rail business.  To prepare for this section of the study, we identified the volume capacity of the 
proposed grain handling operation. 
 
The physical plant model and configurations of the rail access to the SPGC site resulted in 
determining the volume capacity of the plant to be 11 to 12 rail cars per week.  The rail plan 
section of this report sets the rail car capacity of the plant at 12 cars per week.  (It is possible to 
increase this to a higher level within Option 3. 
 
The objective of conducting interviews with grain customers was identifying the following: 
 

- Who they presently buy grain from? 
- At what price? 
- Would they be interested in buying from SPGC and at what price? 
- What other conditions are they looking for in sourcing from a new supplier? 
- What challenges are they experiencing in buying grain now? 

 
The objective of the customer review was determining whether there are customers that would 
likely buy 11 to 12 cars per week from SPGC.   We identified and interviewed companies that 
would most likely be interested in buying additional grain from the Peace River area.  
 
 
We interviewed the following companies that are among the main grain buyers for BC grain: 

 
- Grain Millers  
 
- Richie Smith Feeds  
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- Clearbrook Grain & Milling 
 
Our discussions with these customers revealed the following level of interest in sourcing from 
PSGC. 
 

Exhibit IV-1 
Number Of Cars Likely To Be Ordered from SPGC 

 
Potential Customer Number of cars Total number of cars  

likely to order  per week now 
   
Grain Millers (US)  5 cars 
Richie Smith Feeds  4 cars     40 cars 
Clearbrook Grain 
and Milling 10 cars  
 
Total  19 cars 
 
About these buyers. 
 

Grain Millers is a large manufacturer of conventional and organic grain ingredients used in 
cereals, breads, bars and other products.  It is located in Minnesota and Oregon with sales 
offices in Yorkton, Saskatchewan. The grains they buy include oats, wheat, barley and rye 
which are milled into flours, flakes, brans and fibers.  We spoke to their head buyer at their 
western region office in Eugene, Oregon.  

 
Richie Smith Feeds provides quality animal feed products to the Fraser Valley.  The 
company is located in Abbotsford, BC.  
 
Clearbrook Grain & Milling is a BC feed company, providing feeds for the commercial 
dairy and poultry industries in the province’s Fraser Valley and interior regions, as well as 
Vancouver Island. The company is located in Abbotsford, BC.  

 
The above identifies the number of cars that these customers would likely order from SPGC.  
While some of the above customers did not wish to divulge how many grain cars they buy a 
week, we suspect that the above 19 cars may represent 10% to 15% of total existing grain car 
purchases.  
 
While our discussions with customers revealed that SPGC could sell 19 cars per week, the 10 
to 12 car sales assumption used in the financial and operational forecasts could be considered 
as conservative.  This tells us that SPGC may have room to increase their facility and sales up 
to the 19 car level and beyond in the future. 
 
We also discussed with these buyers the consistency and seasonality of their grain car orders.  
We found that there is no seasonality to orders and that their estimates of how many grain cars 
they would be interested in buying from SPGC would be consistent throughout the year. 
Our discussions with these companies revealed several reasons why these companies are 
interested in sourcing from SPGC including: 
 
1. Saving money by contracting directly with SPGC rather than paying a higher price through 

their broker (Grain Millers in the U.S. for example, pays an additional $20 to $25 per tonne 
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to their broker) 
 

2. Need for consistent and reliable source (existing suppliers can short ship or miss deliveries) 
 
3. Grain in South Peace area is known for its high quality 

 
Our discussions revealed that one of the most compelling reasons why these buyers are very 
interested in sourcing from SPGC is the ability to obtain a consistent and reliable supply of 
grain.   
 
Grain handling will be the initial business that SPGC will operate with the new rail line service 
consisting of transferring grain from growers’ truck to SPGC storage facilities and then to rail 
cars.  SPGC will charge a grain handling fee for this service as reflected in the financial 
statements of this report.  These shipments would be sent to growers’ customers in BC or the 
U.S. that growers have arranged.  
 
Other Business Segments of this business – Directly Marketing Grains To Customers 
 
SPGC can also take on a direct marketing role by selling grain directly to customers.  As the 
business grows, SPGC also intends to expand and diversify its operations to also act as a 
marketer of grains and other crops on for purchased grains.  SPGC would buy grains and other 
crops from growers and sell to buyers in domestic and export markets.  SPGC would derive a 
margin for this marketing and sales function.   
 
The marketing section of this business plan further describes this new business operation and 
provides estimates of revenue and profit for this additional business line.  
 
 
MOU Fraser Valley Grain Buyers 
 
A Memorandum of Understanding was signed by the Fraser Valley grain buyers in 2014 which 
tabled an interest in developing supplier agreements with grain producers in the Dawson Creek 
and other areas.  The companies in this organization have had long -standing problems in 
receiving consistent supply of grain primarily due unreliable rail service. This MOU shows 
interest and intentions but does not include specific agreements or timelines.  

 
It should be noted that we have identified other grain shippers in BC and Alberta that are trying 
to secure supply agreements with many of these same grain buyers to take advantage of the 
strong current interest in buying grain from this region.   
 
 
 
 
2.  Conducted SPGC Members’ Survey 
 
We developed and sent out a survey to SPGC members to determine their level of interest in 
the rail car expansion plan.  This survey was intended to not only measure interest but also to 
identify the business benefit farmers would expect to see as a result of shipping grain through 
an SPGC rail facility. 
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We found there was keen interest in the proposed SPGC rail car business.  The main interest 
from SPGVC members included: 
 

- Increase access to markets 
- Improve cash flow with timely shipments 
- Save transportation costs over existing practices 

 
A.  Increased access to markets 

 
 This is an important factor as farmers now must wait to ship grain to other rail shippers 

sometimes until the next growing season.  A SPGC facility would give farmers access 
to BC and U.S. markets on a timely basis.  Access to domestic and foreign markets for 
SPGC members and non-members is a very compelling business reason for the wide 
support for this initiative. Farmers also stated that the SPGC rail service would allow 
them to diversify their sales.  

 
B. Improve cash flow and receive better prices 

 
 As a result of quicker shipping times, farmers would receive revenue from their grains 

on a timely basis thereby improving cash flow and reducing interest costs. Farmers 
also expect to receive better prices by using the SPGC rail service.  

 
C. Save transportation costs 

 
 This would be a savings for some grain farmers as they presently have to pay higher 

rates for trucking product to customers.  
 
 Farmers stated they pay about $10 to $12 per tonne now to truck grain to other rail 

sites.  While they will still have trucking costs when they truck to SPGC, it will be 
considerably less depending on where their farm is. 

 
Some of the specific comments we received from members responding to this survey include: 
 

-“SPGC rail expansion will allow more movement of grain” 
 
-“Will allow me to sell to new markets” 
 
-“Will provide alternatives to regular marketing and shipping choices” 
 
-“Will allow us to develop niche markets” 
 
-“Farmers are not pursuing specialty markets because of a lack of shipping options 
 

  - “We  would develop specialty grains, low volume orders, organics and value-added 
grains” 

 
-“We need shipping alternatives.  I only see the situation getting worse for farmers here.” 
 
-“Would provide more competition” 
 
-“Would allow for more grain movement and better prices” 
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-“This project would help SPGC to retain staff on a full time basis” 

 
 
3.  Held Discussions With Government And Elected Officials 

We held detailed discussions with several government officials and politicians including the BC 
Ministry of Agriculture.  The feedback we received from these discussions showed that there is 
interest from the BC Ministry of Agriculture in seeing South Peace succeed in building the rail 
line to help gain access to new markets and to help move grain from the region to domestic and 
export markets.   
 
We also spoke with Jordan Sturdy MLA, Parliamentary Secretary to the Minister of 
Transportation.  He has agreed to help in communication with CN as required and to contact the 
Minister.  
 
We have also had several conversations with the BC Agriculture Council that is in support of the 
SPGC rail line initiative.  

 
 
4.  CN Rail access 
 
Evaluating and negotiating with CN took substantial resources for this project.  Our role was to 
evaluate rail options and to help SPGC reach an agreement with CN management on rail 
access service commitments. 
 
Hart & Associates contacted several senior CN officials in Ottawa and Edmonton to begin and 
conduct discussions on how SPGC could obtain rail access to their facility in Dawson Creek and 
also to receive service commitments on dropping off and picking up rail cars on a weekly basis.   
 
CN required SPGC to develop and submit initial engineering plans of the proposed rail line to 
the SPGC facility.  SPGC hired the firm of Helix Engineering in Edmonton to develop several rail 
options for submission to CN. 
 
BC Rail Line 
 
We also examined the possibility of using the BC Rail line however we feel this is not an option 
as CN does not wish to provide grain rail service on this line due to perceived grain car weight 
limits.   
 
Helix Engineering provided the following plans for what was referred to as Option I and II.  
Option I and II were presented to the SPGC annual meeting for members to consider.   
  
All rail options we examined were developed with the following specifications: 
 
-Rail access and loading space for 12 cars.  If possible, additional space to allow for future 
growth beyond 12 cars was desirable however, due to the tight fit on both Option I and II, little 
expansion beyond 12 cars would be possible. This 12 car limit was primarily reached by the 
physical limitations of the SPGC land and the use of the neighbour’s land.  
 
While we have based the financial statements on the 12 car limit, selecting a different rail option 
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which we did in this review (Option 3) allows SGGC the option of expanding beyond this level as 
demand grows. 
 
 
Option 1  - Rail Access to SPGC  
 
Both Option I and II require SPGC to reach an agreement with the owner of the land abutting 
SPGC facility.  It was determined that a cost-effective agreement could not be reached.  An 
option to purchase the land was discussed however the cost would make using this access 
unfeasible.  
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Option 1  - Rail Access to SPGC  
 
The Rail cost to construct Option 1 was estimated to be over $2 million including the necessary 
costly switches.  
 

Exhibit IV-2 
Site Plan for Option 1 
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Option 2   
 
This option would require a less expensive rail construction option however it was eliminated as 
a viable option as it also required an access agreement that was not possible with the 
neighbouring landowner.  
 
The Rail cost to construct Option 2 was estimated to be less than $2 million including the 
necessary switches.  

Exhibit IV-3 
Site Plan for Option 2 

 
 

 
 
Option 3 
 
As it was not possible to reach an agreement on land access for Option 1 and 2, a third option 
was developed to allow the SPGC plan to proceed.  This option involves SPGC reaching a 
lease or a lease-to-own agreement with the Northern Lights College which would provide SPGC 
with access to the CN rail line.    
 
This option is more attractive than Option 1 or 2 due to the following: 
 

1. Less expensive total rail construction cost 
2. Allows for future growth beyond the 12 rail car limit. 
 

A key requirement for this option is SPGC reaching an agreement with the College on a long-
term lease or preferably a lease-to-own option.  
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The estimated cost to construct Option 3 is $1,589,000 which includes site and planning work.  
 
 

Exhibit IV-4 
Site Plan for Option 3 

 

 
 
 
 
Next Steps 
 
The next steps for SPGC will be to submit this development plan to CN to reach an agreement 
for permission to build the line and also to secure a rail service agreement to provide weekly rail 
service to the SPGC plant.  
 
Our experience in negotiating and working with CN to secure an agreement for this project has 
been challenging however their main concern was that SPGC’s property does not allow for 
sufficient space for car pick-up and drop off.  Now that it is clear that SPGC will not be able to 
obtain a land use agreement with the neighbouring property owner, another option had to be 
developed.  
 
It appears that the largest impediment in proceeding with CN is finding a rail access line that 
provides the necessary rail access space to the SPGC plant.  Option 3 should address this 
concern.
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5.  The Marketing and Sales Plan 
 
The key role for SPGC in operating this rail grain transfer business is threefold: 
 

1. Operate the facility in a cost effective and efficient manner. 
2. Market and develop contracts with major grain buyers 
3. Market and attract farmers to use the facility. 

 
SPGC can operate in two distinct roles: 
 

1. Act as a physical transfer facility for members, non-member farmers who have contracts 
with buyers (including third parties- wheat board business) 
 

2.  Market grain on behalf of farmers who wish SPGC to find them customers  
 
In the second role, SPGC will charge a marketing fee to sell wheat delivered to SPGC.  This fee 
will be charged on a per bushel basis.  This fee revenue has not been factored into the income 
statement and will be additional revenue to offset marketing and operational costs.  For 
example, a fee of .10 cents or more a bushel could be charged for grain SPGC markets.    
 
Marketing Steps required to allow SPGC to generate sales for farmers.  
 

1. Develop and maintain an active web site. 
2. Conduct personal sales calls to the major grain buyers in BC and the U.S. 
3. Produce electronic and hard copy brochures and sales materials 
4. Attend and exhibit at selected industry trade shows 
5. Make telephone sales calls to buyers, farmers, third party sellers 
6. Place effective advertising to generate interest at the grower level directs volume to 

the SPGC facility.   
 
The income statements provide for an annual budget of $10,000 to cover the base line for many 
of these steps.  Depending on how aggressive SPGC wishes to be on exhibiting or attending 
trade shows, this budget could be increased.    
 
Additional Revenue Streams 
 
In addition to the increased revenue and profit from grain handling that the new rail line 
expansion will provide, SPGC has a number of additional business opportunities that can add to 
revenue and significantly add to profit. 
 
These new functions could include: 
 

A. Market and sell grains directly to customers   
 
SPGC would buy grain from growers and then sell to domestic and export customers 
directly. It is felt that SPGC could realize $10 per tonne for marketing grain directly.   
 
For purposes of this business plan, the additional revenue, expenses and profit from 
marketed grain is not included in the financial statements. This is a role SPGC could 
assume possibly within the second year or beyond.   It is anticipated that the sales and 
marketing function would allow SPGC to realize a fee of about $10 per tonne.  Assuming 
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that SPGC handles another 20% in incremental grain beyond the planned volume of 
37,800 tonnes in handled grain, this would result in 7,560 tonnes in marketed volume or 
about $75,600 in additional revenue.  The costs associated with marketing this grain 
would be relatively low, requiring primarily in terms of additional time for the general 
manager to obtain sales.  Therefore, the profit from this $75,600 in revenue could be in 
the range of $50,000 to $60,000 per year.  Volume beyond the 7,560 tonnes of marketed 
grain would result in higher profit for SPGC.  
 
It is important to note that for marketed grain, SPGC would also receive the equivalent of 
the grain handling fee that would be built into the price that SPGC would pay growers for 
delivered grain to the SPGC facility.  

 
The sales and marketing function would be conducted by the SPGC General Manager.  
Some marketing and sales costs are already included in the financial statements by way 
of web costs, travel and trade show costs.  As SPGC moves into the role of buying grain 
and marketing directly to customers, some additional costs will likely be incurred for   
activities already identified and included in the financial statements of this plan (travel, 
administrative time) 

 
 

B. Handling Additional Grains 
 
SPGC also has the opportunity to expand its capabilities and further diversify its 
business by providing additional related product services including: 
 
-pea splitting 
-oat or barley de-hulling 
-malt barley 
-pony oats 
-cleaning of specialty crops like flax, camelina, lentils and hemp. 
 
(The sales revenue, costs and profit related to cleaning peas is included in the financial 
statements of this business plan and providing between $10,000 to $13,000 in profit per 
year.)  
 
 As SPGC expands and succeeds, it will look for further opportunities to optimize the 
investment in the grain handling and rail line.  
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The following summarizes the three business functions that SPGC plans to expand into 
as a result of building the rail line access into its facility. 

 
 
 
 

Grain Handling for Growers 
(the main business proposed 

 by the rail line expansion) 
 
 
 
 
 
 

Marketing and Selling Directly to Customers 
(allows SPGC to bring in new business 

 beyond it membership) 
 
 
 
 
 
 

Other product Services  
(pea splitting, de-hulling and flax cleaning) 

 
 

 
 
 
 
6.  Financial Assessment of Project 
 
This chapter of the report provides the forecasted income and cash flow statements for the 
SPGC grain/rail business.  
 
The following exhibit shows the forecasted income statement for the SPGC grain transfer 
business.   
 
Note: These statements show the new sales and financial results of the proposed rail/grain 
transfer business and are not integrated with the financial results of the existing SPGC business 
operations. 
 
The income statement includes the following key assumptions: 
 

1. Grain handling fee is shown at $10.50 per tonne.  This appears to be in the mid-to upper 
range of what is charged now.  Any increase to this handling fee has a very positive 
affect on profit.  A one dollar increase in grain handling fee brings an additional $37,500 
in annual revenue.  
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2. The number of rail cars handled per week is 10 for the first year, 11 the second and 12 
for years three to five.  There is the possibility that SPGC could obtain higher sales than 
this over a five year period.  Additional storage and transfer equipment could be added 
to accommodate this growth if it occurs.   
 
Readers should be aware that the marketing input for this review showed that grain 
buyers indicated they would likely buy 19 rail cars a week from SPGC.  The lower levels 
shown in these statements provide some degree of prudence and conservatism in 
forecasting start up revenue as well as recognizing the capital cost difference in building 
a rail and transfer facility to accommodate a facility at the 19 cars per week level.   
 
At the other end, it was important that we plan for a facility that handles 10 cars per 
week or higher as CN indicated that a facility operating at less than eight cars a week 
would not receive rail service. 
 

3. We have factored in that the SPGC will operate its grain handling operation 42 weeks 
per year.  Although it will operate at a higher level than this, this lower level allows for 
any unexpected downtime as a result of rail service problems or operational issues.    
 

4. Revenues and profit from cleaning peas is an ancillary business to the rail expansion 
operation and are shown at the bottom of the income statement.  The profit of the two 
operations are shown at the bottom of Exhibit IV-5 and identified in heading 5 of the 
Executive Summary.  SPGC’s fee for pea cleaning is shown at $16.53 per tonne.  

 
5. Operating expenses were established on a prudent basis however we have included a 

contingent expense item in addition to reasonable staff and manager allocation costs 
that should be adequate to operate the business. 
 

6. The depreciation charge is sizable in these statements as there is a high capital cost for 
both rail and facility equipment.  However, this is a non-cash expense.  Readers should 
refer to the cash flow statement to understand the attractive and high profit level of this 
business.  
 

7. Volume is critical to success.  Increasing the number of cars per week by even one  
increases profit margins and operating profit significantly.  Conversely, dropping volume 
below what is presented will decrease profitability. We have included another 
contingency variable within these statements that forecasts that the plant operates 42 
weeks a year.  This contingency may be helpful to plan and budget for any unexpected 
downturns or disruptions to business flow (inconsistent rail car service for example) 
 

8. The income statement also assumes that rail cars carry the full 90 tonnes of grain. 
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Exhibit IV-5 

Projected Income Statement  
SPGC Rail Operation  

 

Year 1  Year 2  Year 3  Year 4  Year 5 

Revenue 

Number of cars/week  10 11 12 12  12
Work week and 
Cars/Year  42  420 462 504 504  504

tonnes/car  90 

Number of tonnes  37,800 41,580 45,360 45,360  45,360

Grain handing fee/tonne  $10.50 $10.50 $10.50 $10.50  $10.50

Revenue  $396,900 $436,590 $476,280 $476,280  $476,280

Increase  10.0% 9.1% 0.0%  0.0%

Expenses 

Land Lease  $48,000 $48,000 $48,000 $48,000  $48,000

Labour ($30 per hour)  $56,475 $58,523 $60,570 $60,570  $60,570

Manager Allocation  $40,000 $40,000 $40,000 $40,000  $40,000

Admin/Office  $5,000 $5,000 $5,000 $5,000  $5,000

Marketing/Sales/travel  $10,000 $10,000 $10,000 $10,000  $10,000

Plant expenses  $20,000 $22,000 $24,000 $24,000  $24,000

Contingency  $35,000 $20,000 $20,000 $20,000  $20,000

Insurance  $8,500 $8,500 $8,500 $8,500  $8,500

Supply/Maintenance  $7,000 $7,700 $8,400 $8,400  $8,400

Depreciation ‐plant  $195,600 $156,480 $125,184 $100,147  $80,118

Depreciation ‐rail  $79,400 $75,430 $71,659 $68,076  $64,672

Total expenses  $504,975 $451,633 $421,313 $392,693  $369,260

No Depreciation  $229,975 $219,723 $224,470 $224,470  $224,470

Profit/Loss before financing  ‐$108,075 ‐$15,043 $54,968 $83,587  $107,020

Profit Margin  ‐27.2% ‐3.4% 11.5% 17.6%  22.5%

Financing 

Interest on loans 

NDI  3.9%  $15,400  $13,475  $11,550  $9,625   $7,700 

Total financing  $15,400  $13,475  $11,550  $9,625   $7,700 

Net profit after financing 
 

($123,47)5 ($28,518) $43,418 $73,962  $99,320
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Net profit margin  ‐31.1% ‐6.5% 9.1% 15.5%  20.9%

Profit/tonne  ‐$3.27 ‐$0.69 $0.96 $1.63  $2.19

Profit/bushel  ‐$0.09 ‐$0.02 $0.03 $0.04  $0.06

(37 bushels per tonne) 

Year 1  Year 2  Year 3  Year 4  Year 5 

Additional Revenue ‐ Cleaning Peas 

Total tonnage  37,800 41,580 45,360 45,360  45,360

Assumed Percent Yellow Peas  15% 15% 15% 15%  15%

Yellow pea tonnage   5670 6237 6804 6804  6804

Fee per tonne charged  $16.53 $16.53 $16.53 $16.53  $16.53

Cleaning Revenue  $93,725 $103,098 $112,470 $112,470  $112,470

Costs estimated at 55%   $51,549 $56,704 $61,859 $61,859  $61,859

of sales 

Cleaning profit  $42,176 $46,394 $50,612 $50,612  $50,612

Total Operations 

Profit  ($81,299) $17,876 $94,029 $124,574  $149,932
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Exhibit IV-6 
Cash Flow Statement 
SPGC Rail Operation 

 
Year 1  Year 2  Year 3  Year 4  Year 5 

Total Revenue  $490,625 $539,688 $588,750 $588,750 $588,750 

Operating Expenses  $281,524 $276,426 $286,329 $286,329 $286,329 

Cash before financing  $209,101 $263,261 $302,422 $302,422 $302,422 

Interest on debt  $15,400  $13,475  $11,550  $9,625  $7,700  

Repayment of loan  $50,000 $50,000 $50,000 $50,000 $50,000 

End cash position  $143,701 $199,786 $240,872 $242,797 $244,722 
 

 
The following schedule identifies the loan interest and repayment timing for the loan.  This loan 
is to be amortized over eight years with an anticipated interest rate of 3.9%. 

 
 

Exhibit IV-7 
Loan Interest and Repayment Schedule 

 
 

Loan  $400,000  $350,000 $300,000 $250,000 $200,000 

Interest  $15,400  $13,475 $11,550 $9,625 $7,700 

Repayment  8yrs $50,000  $50,000 $50,000 $50,000 $50,000 

End amount  $350,000  $300,000 $250,000 $200,000 $150,000 
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Exhibit IV-8 
Plant Capital Costing 
SPGC Rail Operation 

 

1. Plant Equipment                                                               Capital Costs 
 
Row of 11 Hopper Receiving Bins (about 5800 bushels 
Canola)  

$198,000  

Overhead bin  $200,000 

7500 bph Receiving Unload Incline Drag Conveyor  $20,000  

7500 bph Receiving/Load Out Bucket Elevator x 65’ DH  $60,000  

Car puller  $90,000  

7500 bph O/H Receiving Flat Bottom Drag x 130’0” OAL  $30,000  

Catwalk and Paddle Drag Conveyor Support over bins  $40,000  

7500 bph under bin Flat Bottom Load Out Drag x 130’0” 
OAL 

$40,000  

Bulk Load Out Legal for Trade Scale for Receiving/Shipping  $200,000  

Electrical  $100,000 

Project Management  $50,000 

Contingency  $95,000 

Design/engineering  $50,000 

Total  $1,173,000  
 
The costings for the above equipment were obtained from cost and product specification quotes 
supplied by several leading grain handling equipment suppliers in western Canada.  These 
costs were also adjusted based on our discussions with the SPGC manager.  
 
These companies were: 
 

1. LMC Manufacturing    
2. Can Seed Equipment   
3. E & W 
4. Arrow Corp. 
5. UFA  Dawson Creek 

 
Facility assumptions include: 
 
- 10 to 12 cars per week (This could be increased when demand exceeds 12 cars per week) 
- Load 2 cars per hour 
- Fill all cars within a 12 hour shift 
- Use hopper bins (Overhead hopper feed system)  
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2. Rail Portion 
 

The estimated cost to plan and install the rail line connection associated with Option 3 is 
$1,588,000.  The details of this cost are shown on the following page. 

 
A detailed costing for Option 3 follows.  
 
The cost for Option 1 and 2 are shown below in italics.  
 
Siding ‐ Total Rail 475m with 2x No.12 Mainline Switches  $1,150,000 plus cost for Option I and II 

Option 1 – 750m of Rail with 2x No.10 Site Switches  1,140,000

Option 2‐ 535m of Rail with 3x No.10 Site Switches  1,020,000
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Exhibit IV-9 

Estimated Construction Cost of Option 3 
(costs prepared by Helix Engineering) 
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7.   Potential Funders 
 
We reviewed several funding sources including government programs and lenders. The details 
of these sources follows. 
 

1. Farm Credit Corp. 
 
FCC will provide loan financing on commercial lending terms. Interest on loans would be 
in the 4 12/% to 5 ½% range. They would require SPGC to provide valuations of the land 
and buildings to be used as collateral.  We spoke to the FCC representative in the Grand 
Prairie office.  It appears that there are more attractive sources of funding for this project 
than what is offered by FCC.   

 
2. Northern Development Trust (NDI) 
 
This is an economic development funding agency, with an office in Prince George, 
established by the BC government to provide funds for  ten industry sectors, two of 
which are agriculture and transportation.  We found that there is a possibility of receiving 
grants and loans from this organization.  While the amount that SPGC could quality for 
has not been established as the application has not been submitted at this writing, there 
may be “non-stacking” funding rules with respect to the BC fund that need to be clarified.  
For purposes of this business plan, we have included a grant amount of $250,000 and a 
loan amount for $400,000.  
 
3. New Building Canada Fund - Small Communities Fund (NBCF-SCF) 
 
This is a joint federal and provincial government program intended to help small 
communities improve infrastructure.  This program has a short line rail program that is 
ideally suited for SPGC rail line initiative.  SPGC has submitted a funding application 
requesting a grant of $1,849,870 for the rail initiative.  
 
Our review of this program and the Northern Development Trust appears to be impacted 
by what is referred to as “non-stacking” funding whereby an applicant cannot seek 
funding from one government funder in addition to another.  While the program manager 
needs to clarify this, we expect that SPGC will likely have to contribute more capital 
funds than what was identified in the funding application.  
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The following summarizes the funding model that SPGC has applied for. 
 
 

Exhibit IV-10 
Summary of Grants, Loans and SPGC contributions 

 
 
Total SPGC Rail Project Cost $2,866,400 

Requested from NBCF-SCF Grant $1,849,870 

Requested from NDI 

Grant $250,000
Loan $400,000

Total grants and loans $2,499,870 

Amount required by SPGC 
as per the NBCF-SCF 
application $366,530 

Adjusted amount likely 
required by SPGC $616,530 

(non-stacking rules  
may eliminate the NDI grant) 

 

 
 
8.  Assessment of Business Viability 
 
We feel this project will likely be viable for SPGC.  There appears to be sufficient interest in 
sourcing grain cars from SPGC.  Farmers are interested in selling through your facility and the 
operational plan allows for flexibility for future growth. 
 
SPGC also has grass roots support for this project from its members and political leaders at the 
local and provincial level.  Viable funding sources appear to be interested as your project fits the 
funding criteria.  
 
Risks and Hurdles 
 
Hurdles exist with obtaining the land lease, necessary CN approvals and in obtaining the 
necessary grants and loans.  However once these are secured, it appears that SPGC should be 
successful in starting and operating this new business initiative.  
 
There is also the risk that buyers we interviewed for this business assessment who expressed 
strong interest in sourcing from SPGC may have found other sources in the intervening two year 
period it will likely take SPGC to build and start this business.   
 
 
9.  Corporate Structure 
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SPGC has some options on corporate structure.  
 
From an operational standpoint, this new business is not complicated.  The manager and other 
existing staff would likely also work on the grain transfer operations.  There will likely be one full 
time person dedicated to this new business, perhaps more once the business grows. 
Therefore, from a staff reporting and supervising standard point, this new business would work 
quite well within the existing SPGC structure. 
 
Investor and financing aspect 
 
Depending on how SPGC raises the funds to meet its capital investment requirements, you may 
wish to consider a separate entity.  There may be liability concerns on the part of SPGC 
members on the new operation. We suggest examining these issues from a legal and investor 
protection view once the prerequisites of this plan are resolved (CN approval, funding, land 
lease).  

AD0018
CA-2

AD0018
Jun25


