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Coffee Pacifica, Inc. (OTCBB: CFPC), is a distributor and marketer of 

Papua New Guinea green bean organic and non-organic coffee to coffee 

vendors in the US, Canada and Europe. The Company’s customers in the 

USA, Canada and Europe are retailers, roasters, wholesalers, distributors 

and importers.  

 

Coffee Pacifica, or “Pacifica”, has developed its own distinct co-operative 

brand based on the “Pride of PNG 2005” international coffee cupping com-

petition among retailers, roasters, wholesalers, distributors and importers 

in the US and Canada. Annual consumption of green bean coffee is around 

22 million bags in US and Canada.  

 

Pacifica’s strategic partner PNGCGF is a major shareholder in CFPC. The 

partnership has enabled the Pacifica to organize 100,000 plus individual 

coffee farmers in the 11 coffee growing provinces of Papua New Guinea 

into 144 cooperatives. This augments well for Pacifica’s penetration into 

the US  coffee market as a “Growers Direct” marketer.  
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Green bean coffee, in PNG, is grown by Pacifica’s shareholder-farmers in the rich highlands volcanic 

soils between the altitudes of 4,000-6,000 feet above sea level.  A book by Kummer Corby, “The Joy of 

Coffee” sums up the reputation of PNG coffee: 

 

 At its best, New Guinea coffee has more pleasing and interesting acidity than any other Indonesia. This 

 makes it more like a Central American coffee, except for its typically Indonesian heavy body and pro-

 nounced sweetness. New Guinea can be a helpful addition to an espresso blend, with the added bonus that 

 it has heavier body than just about any washed arabica. The finest New Guineas are both pleasing on their 

 own and superb in a blend, complementing any acidic coffee and giving life to a dull one.” 

 

With such a reputation, Coffee Pacifica sells its premium quality green beans at premium price with ease 

to the prevailing New York "C" futures coffee market prices.   

 

Exhibit 1 highlights the two operating wholly-owned subsidiaries of Coffee Pacifica. 

 

Exhibit 1: Divisions of Coffee Pacifica, Inc. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• Coffee Pacifica PNG, Ltd. addresses the operational aspects in PNG including procuring, proc-

essing, and shipping green bean coffee from PNG.  

• Uncommon Grounds, Inc.  roasted coffee side of business sells roasted coffees including PNG  

directly to consumers, cafes, offices, and restaurants throughout the US.  

Coffee Pacifica, Inc. 

Coffee Pacifica PNG, Ltd. Uncommon Grounds, Inc. 

Source: SEC Filings 
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• The Company is a leading ‘Growers Direct’ international marketer and distributor of Arabica 

green bean coffee grown in PNG.   PNG is a steady producer of about 2% of the world’s green 

bean coffee.  

• Coffee Pacifica is in the process of becoming a number one supplier of PNG coffee in the US 

within the next 18 months.  

• Acquisition of Uncommon Grounds, Inc., a private roasting and wholesale coffee company, 

further substantiates a  move towards a “Tree to Cup” vertical integration.  

• The PNG Coffee Growers Federation (PNGCGF), with its 100,000 coffee growers organized into 

144 co-operatives, is a major shareholder of Coffee Pacifica. PNGCF has implemented plans to 

increase the country’s coffee export to two million bags by 2020. (Each bag weighing 60-

kilograms) 

• Agreement with PNGCF for a supply of 100,000 60-kilogram bags (13.2 million pounds) of green 

bean coffee over the next two years.  

• CFPC has evolved from a development stage company to a unique coffee company with no 

equals in the US market.  

• CFPC has constantly doubled its revenue from $265,438 (2004) to $749,660 (2005) and projected at 

$1,200,000 in the first quarter of 2006.  

 

Coffee Pacifica – Making inroads into the rapidly growing coffee market 

Coffee Pacifica generates revenue from the sale of green bean organic and non-organic premium 

grade PNG grown coffee. The Company sells two grades of coffee, processed and bagged in-line with 

industry quality and grading standards and procedures.  

Exhibit 2 highlights the coffee species grown in PNG.  

 

Exhibit 2: Coffee Species Grown in PNG 

 Investment Considerations 

 

 
Robusta 

 

  

 

Source: SEC Filings 

Coffee Species 

Blue Mountain Arusha 

Bourbon Mundonova 

Arabica (Main Variety) 
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 According to the Coffee Industry Corporation of PNG domestic production data for the 2005 coffee 

season, approximately 86% of green bean coffee in PNG is grown by landowners in the Highlands re-

gion between the altitudes of 4,000-6,500 feet above sea level in rich volcanic soils. 

 

The Company has created a comprehensive data base of the PNG farmers. The current farmer-

shareholders provide Coffee Pacifica an adequate supply of high quality green bean coffee to sell to 

existing and potential buyers of PNG coffee in the targeted markets. 

 

Exhibit 3: Current Farmer-Shareholders Database 

 

 

 

 

 

 

 

 

 

 

 

‘Tree to Cup’ Strategy ‘Tree to Cup’ Strategy ‘Tree to Cup’ Strategy ‘Tree to Cup’ Strategy –––– Vision of becoming a leading supplier of PNG coffee in the US Vision of becoming a leading supplier of PNG coffee in the US Vision of becoming a leading supplier of PNG coffee in the US Vision of becoming a leading supplier of PNG coffee in the US    
 

The Company seeks to capture a significant share of PNG’s huge US, Canadian, and European gour-

met coffee markets. With the acquisition of Uncommon Grounds, Inc., Coffee Pacifica has positioned 

itself as a vertically integrated supplier of coffee beans to a varied range of customers worldwide. The 

management notes that the acquisition of a roasting company has opened up significant market oppor-

tunities in the exciting, specialty coffee market.  

 

In addition, Pacifica is in the process of establishing strategic alliances with leading coffee retailers, 

roasters, wholesalers, importers, and distributors in the US, Canada, and Europe. 

 

Going ahead, the Company plans to sell PNG grown green coffee beans directly to customers includ-

ing: coffee roaster retailers, commercial roasters, coffee brokers, and gourmet roasters and retailers. It 

has formulated the following strategies to fuel its growth: 

 

• Efforts are aimed at procuring high quality coffee adhering to industry standards and consumer 

taste and preferences. 

 

Farmer- Share-

holders 

Location of 

Farms 

Farms in Ha         

(1 ha=750 kgs) 
Tree Population 

Arabica Species 

& Varieties 

Plantation 

Block-holders, 

Smallholders 

EHP, WHP, 

Enga, Simbu, 

SHP, Gulf, 

Morobe and 

Central 

12,000 23,256,851 

Blue Mountain, 

Arusha, Bour-

bon, Mundo 

Nuevo 

Source: Company Website 
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 • In PNG, greater part of PNG coffee comes from the smallholder farmlands, consisting of 20 to 600 

trees. Efforts are intended towards increasing this farmer-shareholder base to ensure availability of 

coffee produced. According to the Company, the figure has reached an impressive 100,000 level. 

 

• Seeks to venture out to different coffee growing countries in the world 

 

 

 

Exhibit 4: Coffee Pacifica Overview 

Source: Beacon Research 

Coffee Pacifica Inc. is a 
“Growers Direct” mar-
keter and distributor in 

US and Canada 
Accounts for approximately 
20% of the total exported 
production from Papa 

New Guinea 
Potential to increase supply 

base to over 100,000 
coffee farmers in PNG 

  

STRATEGY TO ACHIEVE 
GROWTH 

Produce and sell high quality-
coffee and build a brand 

Maintain and develop addi-
tional relationships with 
farmers and strict quality 

standards 
The company needs to do  
more acquisitions to be a 

major player in the US 
markets. 

  

  
STRONG NETWORK 

The company has strong 
distribution network. 
Recently, CFPC in-

creased its distribution 
system to include 

100,000 individual farm-
ers organized into 145 
individual independent 

cooperatives. 

 

SUPPORTING  
MARKETS 

Huge US, Canadian and 
European markets 

Coffee is the world’s sec-
ond largest traded com-

modity next to oil. 

  

  
  
RECNT ACQUISITION 

OPENS UP  
NEW MARKET 

The acquisition of Califor-
nia based roasting com-
pany opens up exciting 
opportunities and will 
enable Coffee Pacifica 
to easily test its Arabica 

 

RISKS 
Rising coffee prices can 

impact margins 
The company is in a start 
up phase and will need 
to manage personnel 
issues, trade, and mar-

keting issues. 
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 Coffee Pacifica is the only public company whose farmers in the supply chain are shareholders of the 

company.  Importers, roasters, coffee houses, specialty shops and major chains all purchase green 

beans in order to be able to offer coffee to the wholesale and retail markets.  However, none of the 

above actually have control of the land, crops, and productions like Coffee Pacifica does and must buy 

their beans from somewhere.  

 

In other words, Pacifica is not required to hedge as it has control of the supply chain and hence, is not 

subjected to price volatility.  

 

CustomersCustomersCustomersCustomers    
 

Coffee Pacifica’s largest geographical market is the US and Canada. There are four broad potential cus-

tomer groups as highlighted in Exhibit 5 below: 

 

Exhibit 5: Potential Customer Groups  

 

 

 

Roaster retailers are vertically integrated sellers of coffee and other beverages who operate their own 

coffee roasting facilities to supply roasted coffee to their own retail coffee shops and through other 

food service distribution channels, such as grocery stores. Commercial roasters, who do not operate 

their own retail coffee shops, operate roasting facilities and supply roasted coffee to third party retail 

coffee shops, grocery stores, and hotel and restaurant trade through other food service distribution 

channels. Coffee brokers purchase and sell green coffee beans to smaller roaster retailers and commer-

cial roasters. The coffee broker segment consolidates distribution channels and provides access to 

many smaller commercial roasters and roaster retailers. Specialty gourmet roasters and retailers are 

small coffee shops that sell whole bean coffees that are ground at home, in retail grocery stores, or 

commercially. 

Potential Customer 
Groups 

Roaster Retailers Retailers Coffee Brokers and 
Gourmet Roasters 

Commercial Roasters 

Source: SEC Filing 
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 Coffee Pacifica also sells  to the European coffee market and is in communication with several green 

bean coffee buyers in Europe. Pacifica also plans to establish distributorship arrangements in the conti-

nent. 

 

The above arrangement when executed will help The Company to diversify its geographical risk and 

decrease dependency and limitation due to operations in a single market. 

 

Papua New Guinea Papua New Guinea Papua New Guinea Papua New Guinea –––– Emerging Specialty Cof- Emerging Specialty Cof- Emerging Specialty Cof- Emerging Specialty Cof-
fee Basketfee Basketfee Basketfee Basket    
 

PNG is producer of about 2% of the world’s green bean cof-

fee. PNG annually produces and sells approximately $200 

million worth of coffee (at current prices) worldwide with 

annual production ranging between 0.95 - 1.2 million bags 

to various countries like Germany, Australia, Japan, the US 

and the UK (Source: Roast Magazine). 

 

Coffee Pacifica, since its inception, has been involved in 

growth activities which are comprised of evaluations of 

green coffee production in PNG. Further, Pacifica also maintains a database of coffee farmers along 

with essential statistics on farm size, production – current and potential, coffee species (as discussed 

above in Exhibit 3). Export by Coffee Pacifica through its co-operative farmer’s accounts for approxi-

mately 20% of the total exports from PNG. As part of its growth strategy, Pacifica intends to increase 

this percentage to 30-40%. 

 

Farmers Participation in Success Farmers Participation in Success Farmers Participation in Success Farmers Participation in Success –––– Positive Stance  Positive Stance  Positive Stance  Positive Stance     
 
The success of Coffee Pacifica depends on its capability to procure high quality green coffee to meet 

the growing demand for specialty coffee. To its advantage, the farmer cum shareholder base of 100,000 

enables it to secure a large supply base for its future endeavors. Making the farmers beneficiary in its 

success, has given the Company a strong competitive advantage in securing additional supplies of 

green beans. We believe that this innovative strategy will enable The Company to develop successful 

relationships with large numbers of additional coffee farmers in PNG and beyond.  
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According to Roast Magazine, worldwide demand for coffee is “outpacing supply growth.” This in 

turn, has resulted in putting a price pressure on coffee. National Coffee Association notes that in the 

US alone, per capita coffee consumption has jumped to 53% in 2005 from 49% in 2004, a growth of 7.7 

million new daily coffee drinkers. The majorities of the new coffee drinkers are young (18-24 years) 

and increasingly prefer gourmet coffee.  

 

Pacifica, with the successful execution of its business strategy, will be able to capture a significant 

portion of the gourmet coffee market.  

 

Coffee is the second largest highest dollar traded commodity next to oil. Annual coffee consumption 

worldwide is estimated to be around 12 billion pounds (Source: Bulls & Bear Report). Exhibit 6 high-

lights the production of the below mentioned coffee exporting countries for 2000 to 2005.  

 

Exhibit 6: Coffee Production by Exporting Countries: 2000-2005 

*Estimate of 2005 to be confirmed by the Member   

 

Coffee production of PNG increased from 1.04 million in 2000 to 1.23 million in 2005.  

 

 

 Industry Insight 

 

Production by Exporting Countries
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 Consumption of Coffee in the USConsumption of Coffee in the USConsumption of Coffee in the USConsumption of Coffee in the US    
 
Exhibit 7 details the trend of consumption of specialty coffee in US from 2000 to 2004. Occasional con-

sumption has increased from 53% to 56%, while daily consumption has jumped from 9% to 16% dur-

ing the period indicating the growing demand for specialty coffee in the country. This increase can be 

attributed to the growing culture of coffeehouses and convenience stores opening new coffee locations. 

In addition, national restaurant chains are entering in the specialty coffee mix market. 

 

Exhibit 7: Consumption of Coffee in the US 

 

 

 

 

 

 

 

 

 

 

 

 

Exhibit 8 gives an insight of the growing specialty coffee markets in the US. 

 

Exhibit 8: Specialty Coffee Market Size 
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 Green Coffee Bean IndustryGreen Coffee Bean IndustryGreen Coffee Bean IndustryGreen Coffee Bean Industry    
 
The US and Canada has an established market for green bean coffee. In 2004, the US imported approxi-

mately 23 million sixty-kilogram bags of green bean coffee, and Canada imported approximately 2 

million sixty-kilogram bags of green bean coffee representing together approximately 30% of the total 

2004 world coffee production. (Source: International Coffee Organization).  

 

PNG produced approximately one million two hundred thousand (1.2 million) sixty-kilogram bags of 

green bean coffee, which was approximately 2% of the world green bean coffee production.  

 

U.S. Imports of CoffeeU.S. Imports of CoffeeU.S. Imports of CoffeeU.S. Imports of Coffee    
 

Exhibit 9 highlights the total quarterly US imports of all forms of coffee, aggregated – green, 

roasted and soluble, including decaffeinated –from first-quarter 2001 through third-quarter 2005.  

Exhibit 9: U.S. Total Imports 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Yearly imports of coffee increased from 21.13 million 60 kg bags in 2001 to 23.31 million 60 kg bags 

in 2004 and reached 17.54 million 60 kg bags till the end of the third quarter of 2005. 
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1. Import figures are in green-bean equivalent in millions of bags, each weighing 60 kg. 
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 Green bean coffee supply and price factorsGreen bean coffee supply and price factorsGreen bean coffee supply and price factorsGreen bean coffee supply and price factors    
 
Coffee is one of the most actively traded commodities in the world. Supply lines and prices fluctuate 

extremely. Most coffee beans trade in the commodity markets with the price benchmarked off the "C" 

price of coffee (the price per pound quoted by the Coffee, Sugar and Cocoa Exchange).  

 

Coffee of a higher grade, such as The Company’s high grade Arabica beans, trades at a negotiated pre-

mium to the “C” price. The price index for green coffee, cocoa beans, and sugar gained 19.3% in 2004 

because of global shortages and strong demand exceeded supply for the second consecutive year. Sup-

ply dwindled because of production cutbacks in a number of exporting countries due to of the previ-

ous lower prices. In addition, poor weather conditions in Brazil  added supply pressure. 

 

 

 

 

 

Exhibit 10: Other Mild Arabicas – New York Daily Cash Price 
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 A synopsis of the North American green bean market is tabulated below from the data obtained 

from International Coffee Organization (ICO): 

 

 
  

North America is one of the largest coffee markets in the world. Aside from water, coffee is the num-

ber one beverage in both the US and Canada and the popularity of coffee is on the increase. There are 

currently 15 times more gourmet coffee outlets being opened annually in the US today as opposed to 

10 years ago. In the North American market today, one in two adult Americans (18 years and over) 

consume coffee on a daily basis, while in Canada, 67% of adults consume coffee daily with average 

consumption of 2 cups a day. 

 

This trend is further supported by the growth in the total US retail sales at coffee shops over the last 

five years, which have grown at a compound annual rate of 18% from 1996 to 2001 and are expected 

to continue to show strong growth forecast at a compound rate of 6% from 2001 to 2006.  

World production 2001 

World production 2002 

World production 2003 

112.6 million bags 

110.4 million bags 

117.1 million bags 

Consumption US  2002/2003 19.6 million bags in USA and 2.2 million bags in Canada 

Per capita consumption USA 1999 – 4.69Kg 

2000 – 4.51Kg 

2001 – 4.67Kg 

2002 – 4.89Kg 

Per cup consumption in USA 1999 –1.89 cups per day 

2000 - 1.66 cups per day 

2001 - 1.72 cups per day 

2002 – 1.88 cups per day 

Roast and ground bean price $3.16 per/lbs in US$ (US$7.11 per Kg) Average 

Overview of North American Coffee Market 
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Total sales of the U.S. coffee market are expected to grow by a compounded rate of 6.9% from 2005 to 2010, 

reaching $48.2 billion by 2010, according to the U.S. Market for Coffee and Ready-to-Drink Coffee, a new re-

port from market research publisher Packaged Facts. Their estimates show that the U.S. coffee market in 2005 

grew to $34.5 billion, an 8.7% percent jump over 2004. Retail outlets account for 12.1% of sales. Foodservice is 

the largest sales channel, accounting for 87.9% of the market. Of the foodservice total, half of the coffee drank 

“out” consists of “regular” coffee, while 42% is a specialty blend. According to Technomic, quick-serve hot 

coffee sales in the USA in 2005 are $11 billion, with about half at coffee shops. Technomic indicates that regu-

lar coffee is expected to grow 7% annually through 2008, while specialty drinks such as lattes and cappucci-

nos are pegged to grow 15% annually.  

 

According to the Specialty Coffee Association of America 

(SCAA) and an article in the Sacramento Bee dated Septem-

ber 21, 2005, the United States specialty coffee retail sales ex-

ceeded $9.6 billion in 2004, a 6% increase over 2003. In 2004, 

eighty percent of Americans drank coffee – 53% every day ver-

sus 49% in the year prior, reports the National Coffee Associa-

tion. Operating units have increased to 18,600 in 2004 compared 

with 17,400 in the prior year according to the Mintel Group for 

the Specialty Coffee Association data. In addition to expanding 

the marketplace for coffee, these locations have added a number 

of new products which have increased volume in the summer 

time, a historically slack period for selling coffee. According to 

Mcall.com, the iced coffees and “granitas” have taken up some of the decrease in volume during the summer 

months. Where coffee had been down by 20% during the summer, the decline is much less dramatic in the 

last three years.  

 

According to the Specialty Coffee Association of America, organic coffee and tea sales have nearly doubled 

from $65 million in 1998 to over $124 million in 2004. According to Spins Inc., a San Francisco-based research 

firm, northern California is the leading area in per capita consumption of organic products. Total sales of or-

ganic products rose 13.7% to an estimated $13.5 billion last year according to the Union Tribune of San Diego. 

Yet market penetration is only 2.4% of total food industry sales. Sixty-six percent of all shoppers have tried 

organic food. This trend has spurred a new trend in supermarkets. Whole Foods (Nasdaq: WFMI) began with 

one store in 1980 and has grown to 180 locations. Wild Oats (Nasdaq: OATS) is another chain which began 

with the organic boom and now has 115 stores. Other notable successes in the coffee sector include Green 

Mountain Coffee Roasters (Nasdaq: GMCR) and Peet’s Coffee & Tea (Nasdaq: PEET).  A number of grocery 

chain stores have expanded existing store space for organic items and some such as Dominic’s in Chicago 

have began to create all new stores with the organic concept like Whole Foods and Wild Oats. Safeway, one of 

the largest chains in the country, has developed a private label brand called “O” which is their house brand 

for all their organic products so as to differentiate organics from the rest of their private label program.  
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The Company's objective is to become a leading supplier in North America of both the organic and 

non-organic whole green bean PNG coffee.  To achieve this, Coffee Pacifica leverages following 

strengths: 

 

Proven Business Model Proven Business Model Proven Business Model Proven Business Model     
 

Coffee Pacifica’s core business is the sale of high quality Arabica organic and non-organic green bean 

coffee for consumption at home, offices, and restaurants. There is an established market for green 

bean coffee world-wide and the purchasers of the green beans are brokers, wholesalers, retailers, 

roasters, supermarkets, specialty food stores, convenience stores, restaurants, and office coffee service 

companies. Broad distribution channels ensure that Coffee Pacifica has access to all key segments of 

the green bean coffee market. 

 

According a July 2001 report by the Specialty Coffee Association of America, “Coffee quality rather than 

price, customer demand, or convenience of supply was found to be the overwhelming criterion for industry pur-

chasing decision. Consistency of supply ranked second in importance-understandable, given the cost and risks of 

sourcing from new suppliers”.   

  

Coffee Pacifica’s management team has substantial experience in the coffee industry. Mr. Jon Yogiyo 

is highly regarded in the coffee industry in PNG. Improvement in efficiency, customer service and 

green bean inventory management will improve the firm’s margins and profitability. Strong em-

ployee and community relationships will attract quality employees that will contribute to the Com-

pany’s future growth. 

 

Product Cost Advantage Product Cost Advantage Product Cost Advantage Product Cost Advantage     
 

Coffee Pacifica enjoys a significant cost advantage in both buying and selling PNG coffee. The farm-

ers as shareholders of CFPC has eliminated several level of “middle man” involved in buying/selling 

of coffee in PNG. The shareholder-farmers are able to receive improved the prices they are paid for 

their green beans. In addition, Coffee Pacifica is able to impose quality controls to ensure that the cof-

fee beans are picked and processed for export in accordance with the industry acceptable standards. 

Accordingly, Coffee Pacifica as an exporter with good quality standards is able to sell whole green 

coffee in its target market, North America, at a premium price.  

Competitive Strengths 
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FixedFixedFixedFixed----price Sale Commitments price Sale Commitments price Sale Commitments price Sale Commitments     
 

Coffee Pacifica as a supplier/exporter of high quality PNG Arabica green bean coffee is able to enter 

into fixed-price sale commitments with the customers to ensure a steady revenue, higher gross mar-

gins and higher profitability. The potential customers also support the fixed price commitments as 

noted below.  

 

The customers of whole green bean coffee including the wholesalers, brokers, roasters and retailers 

depend upon relationships with outside trading companies and exporters for their supply of good 

quality green bean coffee.  When the world coffee prices reached 30-year lows and in order to encour-

age the continuing supply of high quality coffee beans in the future, the purchasers are securing long-

term contracts. Purchasers routinely enter into fixed-price purchase commitments that are tied to spe-

cific market prices for future deliveries of green bean coffee to ensure an adequate and consistent sup-

ply of high quality green bean coffee is available for future commitments. The purchasers depend on 

close relationships established with its suppliers in the past, so to minimize the risk of non-delivery 

on such purchase commitments.  

 

Secondly, the roasters and retailers are at certain times unsuccessful in passing green beans price fluc-

tuations on to the customers resulting in losses in sales volume or gross margin. For example, Green 

Mountain Coffee Inc. roasts over 25 different types of green coffee beans to produce more than 75 cof-

fee selections. If one type of green coffee bean were to become unavailable or prohibitively expensive, 

Green Mountain may substitute another type of coffee of equal or better quality, meeting a similar 

taste profile. However, frequent substitution leads to costs increases and fluctuations in gross mar-

gins and an adverse impact on the profitability. 

 

Fair Trade Coffee Fair Trade Coffee Fair Trade Coffee Fair Trade Coffee     
 

TransFair USA is promoting Fair Trade coffee with Fairtrade Labelling Organizations International. 

TransFair USA provides an audit trail from “the farm to the cup”, which insures that small-scale 

farmers are paid a Fair Trade price for their coffee which provides them with a living wage in accor-

dance with the internationally accepted Fair Trade terms. Coffee Pacifica, by having farmers as share-

holders has a significant advantage over its competition as it meets all the requirements for certifica-

tion as a “Fair Trade Coffee” supplier/exporter. As a result, Coffee Pacifica’s green bean coffee can be 

sold at premium prices. 
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In addition, most large purchasers of green bean coffee such as Green Mountain Coffee Inc, and Star-

bucks Corp., are encouraging sustainable farming practices through their coffee stewardship pro-

gram. They purchase green bean coffee from farms and cooperatives where herbicide and pesticide 

use is limited, soil erosion controls are in place and those farms that demonstrate higher standards of 

support for their workers by providing housing, medical assistance, and have an interest in the wel-

fare of the individual workers.  

 

Product DifferentiationProduct DifferentiationProduct DifferentiationProduct Differentiation    
 

The significant growth in the specialty coffee market throughout the 1990’s has created a need for 

high quality green bean coffee that can be priced at a premium. Accordingly, to ensure a high quality 

product, Coffee Pacifica held an international coffee cupping competition the “Pride of PNG 2005”.  

This has resulted in Pacifica selling only high quality Arabica coffee beans and buying from the farm-

ers-shareholders who use appropriate farming techniques such as farms that are located at high ele-

vations where the high quality Arabica beans are grown, absorb little moisture, and mature slowly. 

These factors result in beans with a mild aroma and a bright, pleasing flavor that is suitable for spe-

cialty coffee. 

 

Strategic North American LocationStrategic North American LocationStrategic North American LocationStrategic North American Location    
  

Coffee Pacifica’s head office and distribution center is located in Las Vegas, Nevada. The largest con-

centration of roasters in the United States are located in Washington, Oregon, and California. This 

provides the Company a significant advantage in the development of the US and Canadian markets 

when compared to other green bean sellers/exporters who are located only in their producing coun-

try. 
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There are significant growth opportunities for Coffee Pacifica in the distribution channels in both the 

North American and European markets. Coffee Pacifica expects a significant portion of the revenue 

will be derived from the distribution channels; roasters, wholesalers, brokers, specialty gourmet food 

stores, online, and office and restaurant accounts. The key strategies to drive the firm’s  growth in-

clude the following initiatives: 

 
Roasters and “Coffee Houses”  Roasters and “Coffee Houses”  Roasters and “Coffee Houses”  Roasters and “Coffee Houses”      

 

Coffee Pacifica intends to establish long-term green bean coffee supply contracts with the roasters/

retailers. The Company has initiated discussions with multinational coffee houses such as Starbucks, 

Green Mountain and Peets and other coffee roasters to supply the PNG green bean coffee. Some cof-

fee roasters are under contract to purchase coffee from certain producers only. However, there are 

many smaller coffee roasters operated by small firms or families who purchase green coffee beans 

that are of good quality and reasonably priced.  

 
Acquisitions of RoasterAcquisitions of RoasterAcquisitions of RoasterAcquisitions of Roaster    

  

The Company seeks to have a balanced and profitable operation that has access to supplies of raw 

coffee beans, roasters, and distribution networks. To ensure the successful distribution of the PNG 

coffee in the North American market, Coffee Pacifica will consider acquiring some of the roasters and 

distributors. According to Specialty Coffee Association of America, out of the total volume of coffee 

consumed in North America, 74% comprises of roasted coffee versus 20% for instant coffee. There-

fore, having access to coffee roasters is an essential key to the Company’s success in the coffee indus-

try. By buying some smaller coffee roasters, Coffee Pacifica should not be susceptible to the threats 

from its competitors who may try to undermine the PNG coffee. A more extensive operation that in-

cludes its own roasters and distribution channels, should result in superior cost savings benefits from 

efficiencies of operations compared to other competitors. 

 
Strategic Alliances Strategic Alliances Strategic Alliances Strategic Alliances     

 

The Company will provide its PNG coffee through a controlled network of distributors to specialty 

grocery and gourmet food stores. The Company will identify these locations as "Authorized PNG 

Coffee Retailers." There are approximately 12,000 retail points of distribution across the United States. 

Supermarkets and grocery chain stores are a major source of sales of roasted coffee to the mass con-

sumers. All supermarkets and grocery chain stores carry numerous brand names and types of coffee 

products.  

Growth Strategy 
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 Some larger supermarkets like Safeway have their own brand/label of coffee. The coffee is usually 

roasted and packaged for Safeway or Albertsons by coffee roasters and distributors. CPI intends to 

approach these supermarkets to negotiate an arrangement whereby it can sell its PNG green bean cof-

fee that they can incorporate and blend in their own brands that they are currently selling. 

 

In markets that Coffee Pacifica selects to penetrate, it will develop relationships with distributors that 

are a full service office coffee distributor and meet the delivery standards for quality. They deliver 

coffee, coffee brewing equipment and condiments to an office coffee account. The Company believes 

that developing a market exclusive arrangement with one distributor per market will provide the 

Company with the best opportunity to gain a substantial position in that market. 

 

Online Order Business Online Order Business Online Order Business Online Order Business     
 

Coffee Pacifica will extend the www.coffeepacifica.com website to promote and sell its PNG coffee 

directly to the consumers. Orders will be taken online or through the telephone and the coffee can be 

shipped out via post or courier.  Gevalia Kaffe is one of the companies currently selling its coffee di-

rectly to the mass consumers. Sales strategy such as the one adopted by Gevalia Kaffe has been fairly 

successful in view of the fact that 69% of all coffee sold in the USA is consumed at home. 

 

G. 1- FLOW OF COFFEE FROM “TREE TO CUP” 
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We have done a DCF valuation for the Company. The key assumptions for the DCF model are given 

below: 

 

• We have assumed that sales growth of 400% in 2006, 100% in 2007 and 100% in 2008. 

• We have taken the tax rate at 30% 

• We have assumed a discount factor of 12.59% for this stock. The 12.59% discount factor is con-

structed from 4.95% risk free rate, 4.71% premium for equity risk and a 5% additional premium for 

small company risk. 

 

Based on these assumptions, we arrive at a long term target price of $2.02, which is at a considerable 

premium to its current share price. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The reader needs to appreciate the risks involved in the business and are directed to the risk factor sec-

tion of the report for better appreciation of risk-return trade-off. This valuation exercise is based on 

several assumptions about the future performance of the Company. We have incorporated manage-

ment’s guidance wherever applicable. However, we have not completed thorough due diligence ef-

forts regarding the feasibility of business plan presented by the management. We have assumed that 

the management will be able to execute these plans. However, there is no assurance that the future 

projections will be achieved either in part or in total. Any deviation from the business plans will seri-

ously alter the valuation assumptions and hence, the valuation will also be affected. 

 

 

Exhibit 12: Calculation of Fair Value Per Share (In US$) 

Sum of PV (FCF 2006-2008) 1,587,806 

Terminal Value 41,007,320 

Estimated Value of the Firm 42,595,125 

Net Cash 45,890 

Value of Equity 42,641,015 

    

Projected Fair Value Price 2.02 

Current Market Price per share (As of April 19, 2006) 1.17 

Source: Beacon Research  

 Valuation Model 
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Management 

Name and Designation Profile 

Shailen Singh 

Director, Chairman,  

President, CEO & CFO 

Has a Bachelor of Commerce degree in Accountancy and Management 

from the University of Wollongong, New South Wales, Australia in 1987, 

and is a Fellow of the Taxation Institute of Australia (FITA) since January 

1988 and holds the degree of Certified Practicing Accountant (CPA) since 

February 1993. 

Responsible for day to day management and also provides financial and 

strategic guidance to the company 

V. S. Jon Yogiyo 

Director & Vice Chairman 

Has a Bachelor of Agriculture degree from the University of Papua New 

Guinea and has completed post-graduate Diploma in Management stud-

ies from Mt. Eliza Management College, Mt. Eliza, Australia, post gradu-

ate Diploma in Agriculture from Kasetsart University, Bangkok, Thai-

land, Diploma from University of South Pacific, Alafuna campus, West-

ern Samoa. 

In 2003, worked on the Board of Coffee Policy Advisory Committee. 

Director and Chief Executive Officer, President, Secretary and Treasurer 

of the Company’s 100% owned subsidiary in Papua New Guinea; Coffee 

Pacifica PNG ,Ltd. 

Monitors the export of CPI coffee from PNG and ensures its strict adher-

ence to quality 

Bernard Goma 

Director 

Graduated from Co-operative College in PNG 

Manages the legal and operational aspects of  co-operatives in PNG and 

has been involved in founding of PNG Coffee Growers Federation Ltd 

Jikian McKenzie 

Director 

Has obtained graduated from Vudal agricultural College in PNG with 

Diploma in Tropical Agriculture in 1973. Also, worked with the Coffee 

Industry Corporation providing training and development guidance to 

coffee farmers 

Director of PNG Coffee Growers Federation Ltd. 

Terry Klassen 

COO 

Has vast experience in with green bean coffee products; Has worked as 

President of Coffee Butlers LLC and Vogue International Coffee Products 

Broker Inc. 

Looks after the day to day operations of CPI and marketing and sales 

affairs of green bean coffee in US and Canada 
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• Seasonal Business: Business is seasonal in nature because coffee harvest season in PNG is from May 

to August. Hence, results of quarter are not indicators of full fiscal year figures and also, past results 

are not indicators of future results. 

• Intense Competition: Coffee Pacifica may encounter difficulties in establishing itself in the in-

tensely, competitive coffee market.  Low entry barriers have encouraged new players in this indus-

try; entry of competitors with better resources may affect the operational leverages enjoyed by the 

company. 

• Financial Risk: Failure to gain access to funds at reasonable cost may impair The Company’s ability 

to procure large volumes of coffee produce, which can lead to loss of potential sales.  

• Geopolitical Risk: Coffee is agricultural produce and is therefore, subjected to uncertainties like 

adverse weather conditions. Further, political upheaval, war and terrorism may affect CFPC’s abil-

ity to procure and distribute coffee beans. 

• Market Risk: CFPC trades on New York "C" futures coffee market prices. These prices are fluctuat-

ing depending upon multiple factors such as weather, political, and economic conditions. The Com-

pany has taken adequate measures to hedge against price rises and declines, yet in spite of this re-

mains a managed risk. 

 

Risk Mitigation Measures  

 

• The company has acquired a substantial supply contract and pre-sold orders for some 100,000 bags 

of PNG coffee in 2006. Such initiatives will help it overcome the problem of procuring enough coffee 

to fulfill the demands of customers. 

• Management seeks strategic acquisitions of potential regional roasting companies to fuel its vertical 

growth, and it also seeks to boost its sales & marketing efforts with a view to capture new markets. 

 

ConclusionConclusionConclusionConclusion    
 

Coffee Pacifica has come a long way since its inception. The Company’s growing role in the coffee in-

dustry is evident from the fact that it was recently listed on the Standards & Poors’ directory. The Com-

pany is in the process of becoming the number one supplier of PNG coffee in the US within the next 18 

months. The increased focus on the growing US market highlights the management commitments to 

cash on achieving significant market and revenue opportunities. The Company further seeks to continue 

to acquire “Roaster Retailers” who are vertically integrated sellers of coffee and operate their own coffee 

roasting facilities. Therefore, successful acquisitions will help The Company increase its market presence 

and boost shareholder value. 

 Risk Factors  
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Disclaimer 

Beacon Equity Research (otherwise known as BER) is an independent research firm specializing in small and 

micro capitalization companies.  BER has no investment banking or consultation conflicts thereby minimiz-

ing the inherent conflicts of interest between the research analysts and the companies they cover.  BER is not 

a registered investment advisor or broker dealer.  No information in this report should be construed as an 

endorsement to either buy or sell any securities mentioned in this report.  The analyst(s) who prepared this 

report rely on publicly available information which neither the analyst, nor BER, can guarantee to be error-

free or factually accurate.  All conclusions in this report are deemed reasonable and appropriate by the au-

thor. Beacon Equity Research has been compensated ten-thousand five-hundred dollars by AMM Group for 

a three month enrollment in its research program.  All decisions are made solely by the analyst and inde-

pendent of outside parties or influence.  The Private Securities Litigation Reform Act of 1995 provides inves-

tors a “safe harbor” in regard to forward-looking statements.  To fully comply with the requirements of this 

law, BER cautions all investors that such forward-looking statements in this report are not guarantees of 

future performance. Unknown risk, uncertainties, as well as other uncontrollable or unknown factors may 

cause actual results to materially differ from the results, performance or expectations expressed or implied 

by such forward-looking statements.  Investors should exercise good judgment and perform adequate due-

diligence prior to making any investment.  In accordance with the “Standards for Independent Research 

Providers” issued by the FIRST Research Consortium, BER makes the following assertions: ratings and price 

targets in this report should not be construed as recommendations or stock price predictors.  Conflicts are 

inimical to credible professional research; however, the analysts responsible for this report publicly state 

that they do not own a stake in any of the companies covered in this report.  Neither they nor principals of 

this research provider are permitted to trade any form of equities of companies being covered prior to re-

search being initiated. 

 

Readers of this report are urged to use due diligence in any purchase of security list herein.  Readers should 

consult the Company’s SEC filings as well as our initial report on the firm to better understand the inherent 

risks associated with this security. 

other uncontrollable or unknown factors may cause actual results to materially differ from the results, per-

formance or expectations expressed or implied by such forward-looking statements.  Investors should exer-

cise good judgment and perform adequate due-diligence prior to making any investment. 
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