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This Management’s Discussion and Analysis (“MD&A”) should be read in conjunction with Input Capital Corp.’s 
(“Input” or the “Company”) Consolidated Financial Statements for the year ended March 31, 2014 and related notes 
thereto which have been prepared in accordance with International Financial Reporting Standards (“IFRS”), as well 
as other information relating to Input on file with the Canadian securities regulatory authorities and on SEDAR at 
www.sedar.com. This MD&A contains “forward looking” statements that are subject to risk factors set out beginning 
on page 27 of this MD&A and in the cautionary note on forward-looking information set out on page 35 of this 
MD&A.  All figures are presented in Canadian dollars unless otherwise noted. This MD&A has been prepared as of 
May 27, 2014.  

Highlights 
 
For the twelve months ended March 31, 2014: 
 

 Input generated revenues of $5,074,922; 

 Canola production of 6,549 MT (“MT” or “tonnes”) from streaming contracts sold at an average price of 
$470.67, generating revenue from streaming contracts of $3,082,676; 

 Cash operating margin1 of $411.11 per MT (87% cash operating margin) from streaming contracts; 

 Realized canola trading gross profit of $349,956 on canola trading revenues of $1,992,246 (18% gross trading 
margin); 

 Net loss of $4,102,322, or $0.09 per share; 

 Adjusted net loss1 of $806,763, or $0.02 per share; 

 Operating cash flow of $3,182,384, or $0.07 per share;  

 Adjusted EBITDA1 of $409,660, or $0.01 per share; 

 Invested $25.0M of upfront payments into multi-year streaming contracts, adding 116,979 contracted MT to 
the Company’s future canola sales for an average upfront cost of $213.32 per MT; and 

 Finished the year with: 
o Cash and cash equivalents of $30,442,985; 
o Total canola interests of $27,752,194 (current portion and long-term portion); 
o Multi-year streaming contracts with 15 farm partners, with 132,740 contracted base MT of canola 

remaining to be delivered to the Company over the terms of the streaming contracts, of which 
13,960 MT are from the 2013 harvest;  

o Total shareholder’s equity of $60,199,227; and 
o No debt. 

 
For the three months ended March 31, 2014: 
 

 Generated revenues of $3,771,100; 

 Canola production of 3,903 MT from streaming contracts sold at an average price of $469.73, generating 
revenue from streaming contracts of $1,833,415; 

 Cash operating margin1 of $382.09 per MT (81% cash operating margin); 

 Realized canola trading gross profit of $343,535 on canola trading revenues of $1,937,685 (18% gross trading 
margin); 

 Net income of $158,229, or $0.00 per share; 

 Adjusted net income1 of $30,734, or $0.00 per share; 

 Operating cash flow of $1,767,800, or $0.03 per share; 

 Adjusted EBITDA1 of $909,611, or $0.01 per share; and 

 Invested $11.9M of upfront payments into multi-year streaming contracts, adding 54,509 contracted MT to 
the Company’s future canola sales for an average upfront cost of $217.40 per MT. 

 
1. Refer to discussion on non-IFRS measures beginning on page 31 of this MD&A. 
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Company Overview 
 

Input Capital Corp. has adapted the streaming business model from the mining and metals industry and has applied 
it to agriculture. The result is an innovative, growth-oriented agriculture streaming company with a focus on canola, 
the largest and most profitable crop in Canadian agriculture. Input enters into multi-year streaming contracts with 
family farms across western Canada. 
 
Under a streaming contract, a farmer agrees to sell a pre-determined tonnage of canola to the Company each year 
for the life of the contract. These pre-determined tonnes of canola are called “base tonnes”.  The streaming contract 
also gives the Company the annual right to purchase from the farmer a fixed percentage share of the farmer’s actual 
realized canola yield when that yield exceeds a pre-determined baseline yield. These are called “bonus tonnes” and 
are purchased from the farmer at the same price paid by the Company for base tonnes.  Together, the base tonnes 
and bonus tonnes to which the Company has a right are referred to as “canola interests”. Unless specifically 
referenced as bonus tonnes, volume refers to base tonnes.  
 
Upon signing of the streaming contract, the Company makes an upfront payment per contracted base tonne to the 
farmer (“upfront payment”). This large upfront payment allows the farmer to farm in a position of financial strength, 
meaning they can negotiate better deals when buying their inputs and when selling their crop, as well as afford to 
implement more optimal agronomic practices. 
 
In most cases, when the canola is grown, the Company makes a payment per tonne (often referred to as a “crop 
payment”) to the farmer for each base tonne or bonus tonne of production.  
 
In summary terms, under a streaming contract, the Company buys the right to purchase canola from a farmer at a 
discounted price for a number of years into the future. The majority of the price of the canola is paid today, and a 
portion of the price is paid when the crop is grown and delivered. To the farmer, Input is like a private equity financial 
partner, but in a way that is non-dilutive to the ownership and control of their family farming operation. 
 
At the end of the fourth quarter, the Company owned streaming contracts with fifteen different farm partners, all 
of which produce canola and revenue for Input within a year of signing. The current portfolio of streaming contracts 
has an average term of six years.  
 
In selecting farmers with which to do business, the Company is focused on family farms with quality production 
profiles, excellent upside yield potential, and strong management. As a result of this selectivity, and also for 
diversification purposes, Input has completed multi-year canola streaming contracts in Alberta and Saskatchewan. 
The Company is gradually building out its geographic footprint with the intention of signing multi-year streaming 
contracts with farmers throughout the prime canola growing areas of Alberta, Saskatchewan, and Manitoba. 
 
The Company sells its canola to well-established grain handling companies and canola crushing plants located across 
Alberta, Saskatchewan and Manitoba and in the northern-most U.S. states.  
 
The Company’s business plan is to reinvest the cash flow generated by its streaming contracts into new streaming 
contracts each year. This will compound the Company’s cash flow returns while growing and diversifying the 
Company’s low cost canola production profile. The Company has no debt and funds the acquisition of new streaming 
contracts with equity and internally generated cash flows. 
 
To management’s knowledge, Input Capital is the world’s only agricultural commodity streaming company.   
 
The predecessor corporation of Input was incorporated under The Business Corporations Act (Saskatchewan) (the 
“Act”) on October 25, 2011. The existing Company was formed by an amalgamation under the Act on August 8, 2013. 
The Company’s shares are publicly traded on the TSX Venture Exchange, under the symbol “INP”.  
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The head office of the Company is located at 300 – 1914 Hamilton Street, Regina, Saskatchewan, S4P 3N6.  The 
Company’s registered and records office is located at 800 – 1801 Hamilton Street, Regina, Saskatchewan, S7P 4B4. 
 

Why Focus on Canola? 
 
 Canola is the largest and most profitable crop in Canadian agriculture, generating more than 25% of all 

farm receipts. 

 The Canadian canola industry is larger than the more well-known Canadian potash industry. 

 Canadian-grown canola contributes $19.3 billion to the Canadian economy each year, including more than 
249,000 Canadian jobs and $8.2 billion in wages. 

 In 2012, canola was ranked as the 7th most important Canadian export by value, compared to potash in 
10th position. 

 In 2012, canola was Canada's top export to China, representing a full 16% of all Canadian exports to China. 

 Canada is the dominant canola exporter in the world, with a 72% global export market share in 2011/12. 

 

 

Canola Interests 
 

As of March 31, 2014, Input’s canola streaming portfolio consisted of fifteen geographically diversified streams. 
Fourteen of the Company’s canola streams are with family farms in Saskatchewan, and one is located in Alberta. The 
Company expects to continue diversifying its asset base across Alberta, Saskatchewan, and Manitoba as it adds new 
streams to its portfolio. 
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The following is a summary of Input’s existing contracts by growing season as of March 31, 2014: 
 

Streaming Contract Summary 
at March 31, 2014 

 
Contracted volume for growing season 

2013 2014 2015 2016 2017 2018 2019 2020 

Contract base tonnes 20,497 21,758 21,758 21,893 21,908 21,907 7,675 1,885 

Average crop payment / base 
MT 

$65.54 $73.63 $73.42 $72.77 $72.31 $72.10 $81.27 $54.49 

Average realization of upfront 
payment / base MT 

$277.65 $215.67 $215.68 $215.98 $216.03 $216.05 $193.61 $176.07 

Claim to bonus tonnes 15% 15% 15% 15% 15% 15% 15% 15% 

 

 
Fiscal 2014 Overview 
 

In its first full year of operation ended March 31, 2014, Input generated strong revenues and positive operating cash 
flow. The Company recorded revenue from Streaming Contracts of $3,082,676 on the sale of 6,549 MT of canola for 
an average price of $470.67, 12% higher than the average cash canola price (RSY00) of $420.02 for the period 
between October 1, 2013 and March 31, 2014, the two quarters in which Input recorded sales  
 
The effects of the largest Western Canadian harvest in history, combined with a cold winter and significant new 
demand for oil to be moved by rail, placed severe pressure on the grain handling and transportation system as trains 
could not adequately move the monumental crop from the country elevators to export positions. The result of these 
delivery delays is that Input could not take delivery of and sell its entire 2013 canola production before the end of 
the 2014 fiscal year, which ended March 31, 2014. Approximately 12,147 MT of canola from fiscal 2014 will be sold 
during the 2015 fiscal year. The vast majority of this canola is priced via delivery contracts with grain companies. This 
means that the canola price is already known to Input, and that only the timing of receiving that revenue will be 
affected. 

 
During the 2014 fiscal year, the Company also recorded revenue from canola trading of $1,992,246. Input will 
capitalize on opportunities in local markets as they arise but does not expect this revenue to be recurring or 
consistent from period to period. 
 
Fiscal 2014 Business Developments 
 
FIRST CANOLA SALE 
On October 15, 2013, Input announced that the Company had taken delivery of and sold 712 MT of canola from its 
first ever streaming contract (signed February 1, 2013) for revenue of $359,862.  This delivery brought Input’s first 
streaming contract full circle, generating revenue only eight months after it was originally signed, demonstrating the 
strength of the Input business model; approximately 30% of the original capital outlay was received as revenue only 
eight months after signing the contract. 
 
PUBLIC OFFERING AND PRIVATE PLACEMENT 
On October 4, 2013, the Company completed a bought deal public offering (the “Public Offering”) of common shares 
and a private placement (the “Private Placement”) of common shares with two wholly-owned subsidiaries of Catlin 
Group Limited (the “Strategic Investors”).    

The aggregate gross proceeds of the Public Offering and the Private Placement (defined below), including the 
exercise of the Over-Allotment Option (defined below) and the Private Placement Option, was $41,002,779. 
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QUALIFYING TRANSACTION 
On July 18, 2013, Input completed a going public transaction by way of a reverse takeover of WB II, a capital pool 
company.  The reverse takeover proceeded by way of a “three-cornered” amalgamation (the “Amalgamation") 
among Input, WB II and 101235015 Saskatchewan Ltd. (“WB II Subco”), a wholly-owned subsidiary of WB II (the 
“Resulting Issuer"). This transaction constituted WB II's Qualifying Transaction pursuant to the policies of the TSX 
Venture Exchange. Pursuant to the Qualifying Transaction, WB II Subco and Input amalgamated to form Amalco, a 
wholly-owned subsidiary of WB II. 
 
Immediately prior to the Amalgamation, WB II changed its name to “Input Capital Corp.” and consolidated its share 
capital on a basis of one post-consolidation WB II common share for every 16 WB II common shares existing 
immediately before the consolidation. 
 
 On the effective date of the Amalgamation: 
 

 Each outstanding Input common share was exchanged for one post-consolidation WB II common share; 

 Each outstanding Input share purchase option was exchanged for one Resulting Issuer option with similar rights 
to acquire common shares in the Company; 

 Each holder of an Input share purchase warrant (“Input Warrant”) surrendered for cancellation the Input 
Warrant and Amalco canceled the Input Warrants; 

 In consideration of WB II’s issuance of WB II common shares referred to above, Amalco issued to WB II one 
Amalco common share for each WB II common share issued under the above; and 

 WB II received one fully paid and non-assessable Amalco common share for each one WB II Subco common 
share held by WB II, following which all such WB II Subco common shares were cancelled. 

 
On completion of the Amalgamation, the Resulting Issuer owned 100% of the issued and outstanding shares of 
Amalco. On August 8, 2013 the Resulting Issuer completed a vertical amalgamation with its wholly-owned subsidiary 
Amalco. 
 
Although the transaction resulted in Input becoming a wholly-owned subsidiary of WB II, the transaction constitutes 
a reverse asset acquisition of WB II and has been accounted for as a reverse asset acquisition in accordance with 
guidance provided in IFRS 2 Share-based Payment and IFRS 3 Business Combinations. As WB II did not qualify as a 
business according to the definition in IFRS 3, this reverse asset acquisition does not constitute a business 
combination; rather it is treated as an issuance of shares by Input for net monetary assets of WB II followed by a 
recapitalization of the Company. 
 
Refer to Outstanding Share Data section beginning on page 24 of this MD&A. 
 
 

Overall Performance 
 

STREAMING CONTRACTS 
 
The Company entered fiscal 2014 having multi-year streaming contracts with five farm partners from investments 
of $6.1M during fiscal 2013. During fiscal 2014, Input’s first full year of operation, the Company expanded its 
portfolio of streaming contracts and the book value of its canola interests. The Company’s deal pipeline of potential 
farm partners also continues to grow. 

  
During the year ended March 31, 2014, Input entered into streaming contracts with thirteen different farm partners, 
investing $25.0M via upfront payments into streaming contracts. Input entered into streaming contracts with ten 
farm partners new to the Company and made additions to existing streaming contracts with three farm partners 
who were existing partners of Input. 
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As of March 31, 2014, Input had multi-year streaming contracts with fifteen farm partners, for original upfront 
payments of $31.1M that give Input the right to purchase and sell a total of 139,278 base tonnes of canola over the 
term of the streaming contracts (including canola already delivered from the 2013 harvest), plus any bonus tonnes 
which might result from that same harvest. Under the terms of the contracts as of March 31, 2014, Input will 
purchase these base tonnes at an average price of $71.98 per MT over the terms of the contracts, and will sell them 
in the open market, where futures prices ranged between $359.00 and $428.80 per MT during the quarter. Refer to 

discussion on Commodity Price beginning on page 14 of this MD&A. 
 
RECORD CANADIAN HARVEST IN 2013 
 
The record Canadian harvest of 2013 is a good news/bad news story for most farmers in western Canada. Large crop 
volumes are the Holy Grail for farmers, but these volumes are challenging the capacity and efficiency of Canada’s 
grain handling and transportation system. Coupled with the significant growth in the use of railways by oil companies 
lacking pipeline capacity, competition for rail car allocations is intense. Grain handling companies are generally 
operating at full capacity in the producing regions of the country, and with strong end-user demand, their export 
terminals on the coasts are not full. Between inland grain terminals and coastal port facilities lies an overloaded rail 
system struggling to keep up.  
 
As a result, farmers and the Company experienced delivery delays related to the sale of its canola production from 
the 2013 growing season. On average, Input’s crop deliveries were three months behind schedule, resulting in 
expected revenue for fiscal 2014 to be pushed into fiscal 2015. Management does not expect this to be an annual 
issue, but issues like this beyond the Company’s control will arise from time to time. 
 
As of May 27, 2014, Input’s deliveries to grain companies remained approximately three months behind schedule.  
 
Delivery delays experienced during the delivery and sale of this year’s contracted base tonnes may affect the timing 
of the associated cash flows’ subsequent investment into new streaming contracts. However, over 90% of the 
Company’s current planned investment for new streaming contracts is intended to be funded from the proceeds of 
the public offering and private placement completed in October 2013, and this investment plan is on track with 
management’s expectations.  
 
STRATEGIC IN-YEAR CROP MARKETING PROGRAM 
 
Input employs a strategic in-year marketing program for the purchase and sale of its contracted base tonnes. As of 
March 31, 2014, 13,960 contracted base tonnes from the 2013 harvest were due to Input (streaming contracts as of 
March 31, 2014), with 85% of that value committed for sale through fixed price delivery contracts with a number of 
grain handling companies.  
 
Delivery contracts specify delivery location, the amount of canola to be delivered, a delivery period (December 1 to 
December 31, for example), as well as a “flat price” and a “basis level” to arrive at the “net price” received by Input.  
The flat price (generally based on the “futures price”) represents the gross price Input will receive per tonne and is 
driven by the futures market for the specific delivery period. (Canola futures and options trade on the ICE Futures 
Exchange in Winnipeg on the basis of delivery to Saskatoon.) Grain companies then set a basis level, effectively 
determining the local elevator price being paid to the seller. Grain companies use basis to control the flow of grains 
through their elevator assets. When the supply of a certain commodity exceeds demand in a local market, the basis 
price will widen, lowering the net price received by the seller and discouraging further deliveries. Conversely, in an 
environment where demand exceeds supply, basis will narrow and the seller will receive a higher net price.  
 
The futures market is a central marketplace that reflects the views of many global market participants while the 
basis reflects intricacies of the local market.  
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The following chart (credit: John DePape, FARMCo) shows the weekly average over the crop year (August 1 – July 
31) of canola stocks in the primary elevator system (red line) and the average basis around Saskatoon (blue line). As 
farmers deliver canola into the elevator system at harvest, stocks increase and grain companies widen their basis. 
The opposite also holds true – basis narrows as supplies shrink. 
 

 

Source: John DePape, FARMCO 
 
A record harvest in 2013, along with the effects of a cold winter and slower rail movement, the western Canadian 
market is currently dealing with excess supply. As the chart above shows, as grains and oilseeds move from the 
Prairies to export positions, primary elevator stocks decrease and grain companies offer a lower basis price to attract 
volume into their assets.  
 
Input does not anticipate the normal seasonality shown in the chart above to be reflected in market realities during 
the upcoming year; basis may not narrow as it has in the past as a result of record canola stocks being unlikely to be 
depleted as quickly as is normally the case.  
 
Data published by Statistics Canada summarizing monthly railcar loadings for the Western Division (freight loaded 
west of Thunder Bay, Ontario) shows that railcar loadings of wheat and other cereals and canola were relatively flat 
to lower from February 2013 to February 2014. However, an increase in crude-by-rail shipments led to a 40% 
increase in fuel and crude railcar allocations, using railcars that could have helped clear the grain-shipping backlog. 
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Monthly Railcar Loadings (Western Division) 

 
Source: Statistics Canada 

 
In March 2014, Canada’s federal government took steps to address the backlog by imposing fines on Canada’s two 
largest railways, Canadian Pacific Railway Ltd. and Canadian National Railway Co., should they not move more than 
a combined one million MT of grain per week. With this action taken by the federal government and warmer 
temperatures, Input is optimistic that the existing backlog will improve through the spring and summer months. 
 
Input is not immune to delivery delays, Management mitigates this risk by entering into priced delivery contracts, 
which set the price and delivery periods for its expected canola deliveries. In an environment where shipping delays 
are experienced, delivery contracts serve to hold a producers place in the queue when grain companies are allocated 
railcars.   
 
The chart below shows that primary elevator stocks are not decreasing per the usual trend, and with elevators full, 
grain companies have responded by keeping basis prices at weak levels. While basis levels have narrowed from their 
seasonal trough of nearly $60 under, the basis index level of $29.48 under at May 9, 2014 remains significantly wider 
than farmers have been accustomed to at this time of year when grain companies are competing to contract volume 
for the upcoming crop season. 
 
The dynamics of the record harvest in 2013 are demonstrating to farmers the benefits of having a financial partner 
like Input. Many farmers rely on the sale of their harvested crops to fund the production of their next crop. Input’s 
streaming contracts are an attractive solution to help farmers plant their upcoming crop even while facing cash flow 
delays as a result of slow crop sales. Input’s upfront cash payment allows farmers to insulate themselves from the 
dramatic ebbs and flows that can exist in the grain market. 
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Source: John DePape, FARMCo     

 
The strength of Input’s strategic marketing program is evident in the chart below. The Company locked in a universal 
basis price with a leading grain company shortly after harvest and signed delivery contracts at prices that the 
Company considered attractive based on its view of the then upcoming harvest. Input’s monthly average realized 
price per tonne has been consistently higher than the average cash price each month. 
 

 
 



11                              INPUT CAPITAL CORP. 2014 YEAR END REPORT 
 

 
Anticipating the size of the 2013 harvest and its effect on basis levels, Input locked in a universal basis price for the 
majority of its contracted base tonnes soon after harvest. During the same period, Input also signed delivery 
contracts at prices which ensure the Company will achieve average net prices above those being realized today. 
 
Input does not hedge canola production by participating directly in the futures market. Rather, Input’s regular in-
year marketing program calls for canola deliveries to be scheduled and priced at regular intervals during the months 
between October and March to insulate Input from sudden shifts in the net price of canola.  
 

Selected Financial Information 
 
Selected financial information derived or calculated from the Company’s financial statements is set out below:  

 
 
 
 
 
 
  



12                              INPUT CAPITAL CORP. 2014 YEAR END REPORT 
 

Selected financial information derived or calculated from the Company’s financial statements is set out below, 
including non-IFRS measures:  
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RECONCILIATION TO CERTAIN NON-IFRS FINANCIAL MEASURES 
 
Reconciliation of Net Income to Adjusted Net Income and Adjusted EBITDA for the three months ended March 31, 
2014 

  
 
 
Reconciliation of Net Income to Adjusted Net Income and Adjusted EBITDA for the twelve months ended March 
31, 2014 
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Financial Performance 
 

COMMODITY PRICES 

The market price of canola is the primary driver of the Company’s profitability and ability to generate cash flows. A 
record canola harvest of 18 million MT across western Canada in 2013 (up significantly from 14 million MT of canola 
harvested in 2012), along with record harvests for other major grains, reduced market prices during the quarter. A 
fully-loaded grain handling and marketing system has seen delivery dates deferred out by weeks and months, 
slowing down the ability of farmers to convert their crops into cash. The Company is similarly affected by these slow-
downs, but with its strong balance sheet, this phenomenon is not detrimental to the Company’s expansion and 
capital investment plans. 
 
Three months ended March 31, 2014(1) 
Canola prices (cash canola price; ticker symbol RSY00 on the ICE futures exchange) averaged $393.79 per tonne 
during the three months from January 1, 2014 to March 31, 2014, representing a decrease of 12.8% from the average 
price of $451.68 during the previous quarter. It is important to note that the futures prices referenced below, or flat 
prices, are gross of any basis adjustment from local grain handling terminals and elevators. Refer to “Weekly average 
canola basis” chart on page 8 of this MD&A for historic canola basis trends.  

 
Twelve months ended March 31, 2014(1) 
Canola prices (cash canola price, RSY00, on the ICE futures exchange) averaged $501.12 per tonne during the twelve 
months from April 1, 2013 to March 31, 2014, representing a decrease of 20.2% from the average price of $626.18 
during the previous twelve month period (April 1, 2012 to March 31, 2013). It is important to note that the futures 
prices referenced below, or flat prices, are before any basis adjustment from local grain handling terminals and 
elevators. Refer to “Weekly average canola basis” chart on page 8 of this MD&A for historic canola basis trends.  
 

 
 

1) Daily closing price of the canola cash contract on the Intercontinental Exchange (ICE, formerly called Winnipeg Commodity 
Exchange), per EODData. 

 
 

DAILY CLOSING PRICE OF CANOLA CASH CONTRACT (RSY00) – ICE FUTURES EXCHANGE 
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Due to their relationship as substitutes for cooking oil, the price of canola and soybeans tend to move in tandem.   
Historically, canola has been priced at a premium to soybeans due to its higher (and healthier) oil content. As 
depicted in the chart below, canola is currently trading at a discount to soybean prices due to a surplus of supply, 
amongst other factors. The futures prices suggest that as the balance between canola supply and demand is 
restored, this temporary inversion will be reversed, and canola will regain its premium pricing over soybeans. 

 
HISTORIC MONTHLY CANOLA AND SOYBEANS PRICE COMPARED TO FUTURES PRICE 

 
 

REVENUES 

In its first full year of operation ended March 31, 2014, Input generated strong revenues through the sale of canola 
production from the investments the Company made into multi-year streaming contracts. Input also generated 
revenues from canola trading. Input has a unique position in the Western Canadian agriculture market and may 
generate revenues from canola trading from time to time as opportunities arise. However, Input does not expect 
this revenue to be recurring or consistent from period to period. 

Three months ended March 31, 2014 
For the quarter ended March 31, 2014, Input generated revenues of $3,771,100. Input sold 3,903 MT of canola from 
streaming contracts for revenue of $1,833,415, or $469.73 per MT. Input’s average realized price was 19.3% higher 
than the daily average closing price of the canola cash contract (RSY00) on the ICE futures exchange. 
 
Revenues from canola trading totaled $1,937,685.  

 
Twelve months ended March 31, 2014 
For the year ended March 31, 2014, Input generated revenues of $5,074,922. The Company generated revenue from 
streaming contracts of $3,082,676 on the sale of 6,549 MT of canola for an average price of $470.67, 12% higher 
than the daily average closing price of the canola cash contract (RSY00) on the ICE futures exchange of $420.02 for 
the period between October 1, 2013 and March 31, 2014, the two quarters in which Input recorded sales (see 
discussion on commodity prices beginning on page 14 of this MD&A). The sale of 6,549 MT through March 31, 2014 
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represents just over 35% of the Company’s expected canola deliveries from the 2013 harvest. The Company expects 
to deliver and sell the remaining 65% during the first half of the 2015 fiscal year. 

 
Under normal conditions, Input expects to receive the majority of its income in its third and fourth fiscal quarters 
being October to December and January to March. 

 
In addition to revenue from streaming contracts, the Company recorded revenue from canola trading $1,992,246.  

 
 
QUARTERLY VOLUME FROM STREAMING CONTRACTS

 

 
 
 

QUARTERLY REVENUE BY TYPE 
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QUARTERLY REVENUE BY TYPE 

 Streaming Volume 
(MT) 

Revenue from 
Streaming 

Revenue from Trading Total Revenue 

Q1 - - - - 

Q2 - - - - 

Q3 2,646 $1,249,261 $54,561 $1,303,822 

Q4 3,903 $1,833,415 $1,937,685 $3,771,100 

FY2014 6,549 $3,082,676 $1,992,246 $5,074,922 

 
GROSS PROFIT 

Three months ended March 31, 2014 
For the quarter ended March 31, 2014, Input generated gross profit of $847,273. The 3,903 MT of canola sales from 
streaming contracts produced gross profit of $503,738, or $129.06 per MT.  
 
Gross profit from canola trading totaled $343,535, or 17.7%.  

 
Twelve months ended March 31, 2014 
For the year ended March 31, 2014, Input generated gross profit of $1,357,315. The 6,549 MT of canola sales from 
streaming contracts produced gross profit of $1,007,359, or $153.81 per MT.  
 
Gross profit from canola trading totaled $349,956, or 17.6%.  
 
QUARTERLY GROSS PROFIT BY TYPE 
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QUARTERLY GROSS PROFIT BY TYPE

 

 Streaming Volume 
(MT) 

Gross Profit 
from Streaming 

Gross Profit 
from Trading 

Total Gross Profit 

Q1 - - - - 

Q2 - - - - 

Q3 2,646 $503,621 $6,421 $510,042 

Q4 3,903 $503,738 $343,535 $847,273 

FY2014 6,549 $1,007,359 $349,956 $1,357,315 

 
INVESTMENTS INTO STREAMING CONTRACTS (UPFRONT PAYMENTS) 

Three months ended March 31, 2014 
For the quarter ended March 31, 2014, Input invested $11,850,075 in upfront payments for the right to purchase 
54,509 MT of canola over the next six years for an average upfront payment of $217.40 per MT. The average crop 
payment for these tonnes is $69.56 per MT for an all-in cost of $286.96 per MT.  

 
Twelve months ended March 31, 2014 
For the year ended March 31, 2014, Input invested $24,953,825 in upfront payments for the right to purchase 
116,979 MT of canola over the next six years for an average upfront payment of $213.32 per MT. The average crop 
payment for these tonnes is $85.71 per MT for an all-in cost of $299.03 per MT.  
 
NET INCOME 

For the fourth quarter ended March 31, 2014, Input generated net income before taxes of $268,445. The Company 
generated net income after taxes of $158,229.  
 
For the year ended March 31, 2014, Input Capital generated net loss after taxes of $4,102,322. The net loss before 
taxes of $4,887,353 was affected by several significant non-cash expense items, which are outlined below. 
 

 Canola interests market value adjustment – expense of $2,056,671 – Under IFRS accounting, the Company’s 
canola streaming contracts are considered to be derivative financial instruments and are recognized as a 
financial asset on the investment date. All derivative financial instruments are recorded at fair value on the 
Consolidated Statement of Financial Position. At the end of each quarter, changes in the market prices of 
canola result in changes in the fair value of these derivative financial instruments which are recognized in 
the Consolidated Statement of Income as unrealized market value adjustments. When canola prices fall, 
the unrealized market value adjustment has a negative effect on the Company’s earnings, and when canola 
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prices rise, the unrealized market value adjustment has a positive effect on the Company’s earnings. Refer 

to discussion on Critical Accounting Estimates beginning on page 21 of this MD&A. 

 Corporate administration – expense of $841,183 – This non-cash expense is the result of the expensing 
under IFRS of the issuance of share options and performance warrants to directors, officers, and key 
personnel. Included in the first three quarters of the Company’s fiscal year is the issuance of share options 
to directors and a special advisor in conjunction with the going public transaction. As part of the going public 
transaction, all of the share purchase warrants outstanding immediately before the transaction were 
surrendered for cancellation and were cancelled without payment of any consideration to warrant holders.  
Stock options were issued to directors, officers and consultants on December 2, 2013, when the Company 
issued 2,386,622 share options. Of the options issued on December 2, 2013, 226,432 vest immediately; 
80,710 vest over 2 years; and 2,079,480 vest over 3 years.  

 Listing expense – expense of $1,138,115 – As part of the Amalgamation associated with the going public 
transaction, Input issued 781,250 common shares to the previous shareholders of WBII for gross value of 
$1,187,500.  The cost of these shares, plus the replacement share purchase options, less the value of the 
cash assets received in the transaction, has been accounted for as a share-based payment to non-
employees in consideration for the exchange listing.  The replacement share purchase options were issued 
with the purpose of replacing those share options held by the share option holders of WBII share options 
prior to the Transaction. The relating charge of $1,138,115 has been recorded as a listing expense in the 
Consolidated Statement of Comprehensive Loss.   

In combination, the three items above result in non-cash expenses of $4,035,969 for the twelve months ended 
March 31, 2014.  

DEFERRED SHARE UNIT PLAN 
 
In December 2013, the Company established a Deferred Share Unit plan (the “DSU Plan”) that provides for the 
payment of independent director compensation with deferred share units. Each director may elect to receive all or 
a portion of their board retainer in the form of DSUs rather than cash. Each deferred share unit is a right granted by 
the Company to an eligible independent director to receive a cash payment equivalent to the value of one common 
share when a participant ceases to be a director of the Company. The number of deferred share units to be granted 
under the DSU Plan is determined by dividing the elected amount of such eligible directors annual board retainer by 
the volume weighted average price of the Company’s common shares traded on the TSX Venture Exchange 
immediately preceding the date on which the deferred share units are awarded to such eligible director.  Director 
annual board retainers will be paid in advance on the first day of the fiscal year. However, in the 2014 fiscal year, 
DSUs were awarded December 2, 2013.  Deferred share units vest immediately upon grant and are paid out in cash 
when a participant ceases to be a director of the Company.  
 
The DSU plan is considered an unfunded plan, under which no securities can be issued. To the extent that any 
individual holds any rights under the DSU Plan such rights shall be no greater than the rights of an unsecured general 
creditor of the Company.   Given that the Company does not have the right to issue any shares to settle this plan, 
the promise to issue the DSU units has been recorded as a current liability. During the fiscal 2014 third quarter, the 
Company issued 91,264 deferred share units to eligible independent directors. At March 31, the deferred share units 
were valued at $2.20 per unit for a total expense of $200,781. The total number of deferred share units outstanding 
at March 31, 2014 was 91,264 deferred share units. 
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Summary of Quarterly Results 
 
The following is a summary of the eight most recent quarterly results of Input since the date of incorporation of the 
Company: 

  

 
 
 

Liquidity and Capital Resources 
 

Input has financed its acquisition of streaming contracts to date with the equity proceeds of issuing common shares 
through a private placement completed on November 30, 2012 and subsequent public offering and private 
placements completed on October 4, 2013. Input has relied on the proceeds of these offerings and on the interest 
income associated with its cash balances to meet its ongoing operational expenses. Now that the Company has 
begun to generate revenue and positive operating cash flow, this cash flow should cover the ongoing operational 
expenses of the Company. 
 
At March 31, 2014, Input had working capital of $37,974,523. Input will draw on this working capital to meet its 
obligations under existing streaming contracts, enter into additional streaming contracts, and meet the additional 
obligations thereunder. Capital not invested into streaming contracts earns daily interest by being kept on deposit 
with a Canadian chartered bank, or it is invested in liquid, low-risk, interest bearing securities. 
 
Input’s operating expenses consist primarily of personnel costs, the amounts of which are generally fixed. As Input 
grows, it expects its operating costs will grow at a rate substantially lower than the growth rate of the revenues, 
profits and cash flow, as only limited numbers of additional personnel will be required as part of Input’s growth.  
Accordingly, Input does not expect to have a working capital deficiency. Input is generating sufficient cash flow from 
operations to meet its current and ongoing obligations. 
 
Due to the nature of the agriculture business and the timing of annual crop harvests, Input’s revenue from the sale 
of canola is normally expected to be generated in the third and fourth quarters of its fiscal year. Capital investment 
will occur year-round but is most intensive in the third and fourth quarters, corresponding to the period of the year 
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when farmers are not actively farming.  The Company expects to normally receive most of its cash from the sale of 
canola in the quarters ending December 31, 2013 and March 31, 2014, respectively. However, due to the 
abnormalities experienced in the grain handling and transportation system throughout the winter of 2013-2014, 
Input expects the continuing receipt of cash from the sale of canola from the 2013 throughout the first two quarters 
of the 2015 fiscal year, including the quarters ending June 30, 2014 and September 30, 2014. 
 
Many of Input’s canola streaming contracts feature a crop payment to the farmer. Typically, Input makes the crop 
payment to the farmer in two instalments: 50% when the seeding of the canola acres is confirmed in late June or 
early July, and 50% when the physical crop is delivered to Input and sold. Revenue is typically received during the 
fall and winter months while funds are expected to be invested into new streaming contracts primarily during the 
late fall and into spring. 
 
The following table provides a summary of Input’s payments due under its existing portfolio of streaming contracts 
for each of the next five years and thereafter, as at March 31, 2014: 

 

 
 

 

Input currently does not intend to pay dividends, has no lease obligations and has no debt outstanding. 

 
Transactions between Related Parties 
 
The Company is related to Assiniboia Capital Corp., Emsley & Associates (2002) Inc., and Nomad Capital Corp. as a 
result of common management. The companies share common office space, certain equipment and some personnel. 
These expenses are managed through a Shared Services Agreement whereby expenses are shared between 
companies and costs are passed through without markup. Related party expenses are summarized in the following 
table: 

 

 
 

 
Critical Accounting Estimates 
 
The preparation of the Consolidated Financial Statement in conformity with IFRS requires management to make 
judgments, estimates and assumptions that affect the application of accounting policies and reported amounts of 
assets, liabilities, income and expenses.  Actual results may differ from those estimates. 
 
Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates are 
recognized in the period in which the estimates are revised and in any future period affected.    
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Significant areas requiring the use of management estimates are further described below: 
 

Financial Instruments 

The Company classifies its financial instruments into one of the following categories: financial 
instruments at fair value through profit or loss; loans and receivables; and other liabilities. All financial 
instruments are measured at fair value on initial recognition and recorded on the consolidated statement 
of financial position. Transaction costs are included in the initial carrying amount of the financial 
instruments unless the financial instruments are classified as fair value through profit or loss. Transaction 
costs attributable to the acquisition of financial instruments classified as fair value through profit or loss 
are recognized immediately in net income. Measurement in subsequent periods depends on the 
classification of the financial instrument.   
 
Marketable securities are initially recognized at fair value.  Subsequent to initial measurement these 
financial assets are measured at fair value through profit or loss (“FVTPL”).  Cash and Trade and other 
receivables are classified as loans and receivables and are measured at amortized cost.  Trade and other 
payables are classified as other liabilities and these are measured at amortized cost using the effective 
interest method.  
 
Derivative financial instruments, including canola interests, are recognized as a financial asset on the 
trade date. All derivative financial instruments are classified as FVTPL and recorded at fair value on the 
consolidated statements of financial position.  Subsequent changes in fair value of these derivative 
financial instruments are recognized in the consolidated statement of comprehensive loss in canola 
interests market value adjustments.   
 
Financial assets are derecognized when the contractual rights to the cash flows from the asset are settled 
or they expire. Financial liabilities are derecognized only when the Company’s obligations are discharged, 
cancelled or they expire.  All gains and losses as a result of changes in fair value for FVTPL financial 
instruments are included in (loss) income and comprehensive (loss) income in the period they occur. 
 

Fair value of canola interests  

Canola interests are agreements for which settlements are called for in tonnes of canola, the amount of 
which is determined based on terms in the canola purchase agreements which are capitalized on a 
contract by contract basis and are recorded at fair value. As the contracts contain an embedded 
derivative relating to the market value of canola, at each reporting date the fair value of each contract is 
calculated using internal discounted cash flow models that rely on forward canola and other correlated 
commodity pricing provided by independent sources. Subsequent changes in fair value of these 
derivative financial instruments are recognized in profit/loss canola interests market value adjustments.   
 
Based on Input’s March 31, 2014 canola interests, a 1% change in the price of canola would result in a 
$351,675 (2012 - $63,153) unrealized market value adjustment amount recorded on the Consolidated 
Statement of Comprehensive Loss. 
 

Reconciliation of Canola Interests for the three months from December 31, 2013 to March 31, 2014 
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Reconciliation of Canola Interests for the twelve months from March 31, 2013 to March 31, 2014 

 

 
 

 



24                              INPUT CAPITAL CORP. 2014 YEAR END REPORT 
 

 
Valuation of share based compensation 

The Company recognizes share based compensation expense for all share purchase options and share 
purchase warrants awarded to employees, officers, directors and consultants based on the fair values of 
the share purchase options and the share purchase warrants at the date of grant. The fair values of share 
purchase options and share purchase warrants at the date of grant are expensed over their vesting 
periods with a corresponding increase to equity in contributed surplus. The fair value of share purchase 
options is determined using the Black-Scholes option pricing model with market related inputs as of the 
date of grant. The fair value of share purchase warrants is determined using a Monte Carlo simulation 
model with market related inputs as of the grant date.  At the end of each reporting period, the Company 
re-assesses its estimates of the number of awards that are expected to vest and recognizes the impact of 
any revisions to this estimate in the Consolidated Statement of Comprehensive Income. 

 
The Black-Scholes model requires management to estimate the expected volatility and term of the equity 
instrument, the risk-free rate of return over the term, expected dividends, and the number of equity 
instruments expected to ultimately vest. Volatility is estimated using the historical volatility of canola, the 
Company's share price, and a similar company's share price volatility. The expected term is estimated 
using historical exercise data, and the expected number of equity instruments expected to vest is 
estimated using historical forfeiture data. If and when share-based awards are ultimately exercised, the 
applicable amounts in Contributed Surplus are transferred to Share Capital. 

 
Deferred income taxes 

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, 
to the extent that it is probable that future taxable profits will be available against which they can be 
utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is 
no longer probable that the related tax benefit will be realized. 

Changes in Accounting Policies Including Initial Adoption  
 

The International Accounting Standards Board ("IASB") issued a number of new and revised accounting standards 
which are effective for annual periods beginning on or after April 1, 2013, with early adoption permitted. These 
standards include the following:  
 

 IFRS 10, Consolidated Financial Statements; 

 IFRS 11, Joint Arrangements; 

 IFRS 12, Disclosure of Interests in Other Entities; 

 IFRS 13 - Fair Value Measurement; 

 Amended IAS 1, Presentation of Financial Statements; 

 Amended IAS 27, Separate Financial Statements; and 

 Amended IAS 28, Investments in Associates and Joint Ventures. 
 
Effective April 1, 2013, the Company adopted all of the above standards.  The adoption of these standards did not 
have a material impact on the consolidated financial statements. 

 
Outstanding Share Data 
 

The authorized capital of Input consists of an unlimited number of Class “A” common voting shares without par 
value. 
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On October 4, 2013, the Company closed a bought deal Public Offering of common shares and a Private Placement 
of common shares. Details of each are outlined below: 
 
A. PUBLIC OFFERING 
 
The Public Offering was conducted by a syndicate of underwriters who purchased, on a bought deal basis, an 
aggregate of 11,644,055 common shares at a price of $1.60 per share for gross proceeds of $18,630,487. The 
Underwriters also had a 30 day over-allotment option (the “Over-Allotment Option”) to purchase up to an additional 
1,746,608 common shares at $1.60 per share. The Over-Allotment Option was exercised on October 25, 2013, 
providing additional gross proceeds of $2,794,573 to the Company. 
 
B. PRIVATE PLACEMENT 
 
The Strategic Investors (the subsidiaries of Catlin Group Ltd.) purchased 11,799,633 common shares at a price of 
$1.60 per share for aggregate gross proceeds of $18,879,413 under the Private Placement.  The Strategic Investors 
had the option (the “Private Placement Option”) to purchase additional common shares under the Private Placement 
if the over-allotment option under the Public Offering was exercised by the Underwriters in order to maintain 
ownership of approximately 19.99% of the issued and outstanding common shares. 
 
On October 25, 2013 the Company announced the closing of the Private Placement Option granted in connection 
with the Private Placement of common shares with the Strategic Investors. The Strategic Investors exercised in full 
its Private Placement Option to purchase an additional 436,441 common shares at a price of $1.60 per share in order 
to maintain ownership of approximately 19.99% of the issued and outstanding common shares. Input received 
additional gross proceeds of $698,306 from the exercise of the Private Placement Option. 
 
The aggregate gross proceeds of the Public Offering and the Private Placement, including the exercise of the Over-
Allotment Option and the Private Placement Option, was $41,002,779. 
 
At March 31, 2014 there are 61,243,697 Class “A” common voting shares outstanding (March 31, 2013 – 
34,796,023).   
 
There are no special rights or restrictions attached to the shares. The shares rank equally as to all benefits which 
might accrue to the holders thereof, including the right to receive dividends out of monies properly applicable to the 
payment of dividends if and when declared by the Board of Directors and to participate ratably in the remaining 
assets in any distribution on a dissolution or winding-up. The shares do not carry any pre-emptive, subscription, 
redemption or conversion rights, nor do they contain any sinking or purchase fund provisions. 
 
All registered shareholders are entitled to receive a notice of all meetings of shareholders. At any general meeting, 
subject to the restrictions on joint registered owners of Input shares, on a show of hands every registered 
shareholder who is present in person or by proxy and entitled to vote has one vote, and on a poll, every registered 
shareholder who is entitled to vote has one vote for each share held and may exercise such vote either in person or 
by proxy. 
 
The following table sets forth the issued and outstanding Class “A” common voting shares and the Class “A” common 
voting shares issuable on the conversion, exercise or exchange of securities into Class “A” common voting shares. 
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The following table sets out the options held by directors, officers, employees and consultants of Input, as well as 
the replacement options described in the table above, as of the date of this MD&A. 
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Risk Factors 
 
The following discussion is intended to outline conditions currently known to management which could have a 
material impact on the financial results of the Company. As such, this discussion is not all-inclusive nor is it a 
guarantee that other factors will or will not affect the Company in the future. 
 
BRIEF OPERATING HISTORY 
Although all persons involved in the management of the Company and the service providers to the Company have 
had significant experience in the agricultural industry, the Company has very limited operating or performance 
history. The Company is in the early stages of its corporate development and is subject to many risks typical of such 
companies. There is no assurance that the Company will be successful and the likelihood of success must be 
considered in light of its relatively early stage of operations. The Company may not achieve profitability in future 
periods or at all. 
 
SCOPE AND NATURE OF BUSINESS AND MANAGEMENT 
The Company is a recently formed entity whose control and direction is concentrated within a small number of key 
individuals and whose prior operating history has been primarily limited to a small number of streaming contracts 
and periods of rising or strong prices for canola. Accordingly, there can be no assurance that the Company will realize 
on its security in a timely basis or at all or in a manner that mitigates any losses incurred by the Company pursuant 
to its streaming contracts, and there can be no assurance that management will be able to effectively adjust to and 
manage the business in the event of a downturn in canola prices or prices for agricultural commodities generally. 
 
AGRICULTURE IS RISKY - ADVERSE WEATHER CONDITIONS AND OTHER FACTORS AFFECT YIELD 
Adverse weather conditions represent a very significant operating risk affecting the agricultural industry. Weather 
conditions affect the types of crops grown, the quality and quantity of grain production and the levels of farm inputs 
which, in turn, affects sales mix, grain handling volumes and the level of canola sales. Adverse weather conditions, 
such as drought or excessive rains, can result in reduced crop production and in turn, reduce the canola yields. A 
reduction in canola yields because of adverse weather conditions and other factors such as crop diseases, pests and 
wildlife, can have a material adverse effect on the Company’s financial condition and results of operations. The 
ability of farm operators to meet their obligations and the Company’s financial results are dependent on the yield of 
canola produced each year. 
 
CREDIT AND FINANCIAL STABILITY OF THE FARM OPERATORS 
The success of agriculture commodity streaming will depend on the credit and financial stability of the farm 
operators. The Company’s financial performance will be adversely affected if its farm operators are unable to meet 
their obligations under the streaming contracts. The capital-intensive nature of farming causes farm operations to 
be heavily reliant on debt financing. Farm operators that have substantial debt may be affected by rising interest 
rates. In certain circumstances, an increase in interest rates may reduce the profitability and financial stability of the 
farm operator. The farm operator’s returns and financial stability can also be positively or negatively affected by 
crop grade and quality issues, dockage levels, crop storage problems, farm equipment breakdowns, availability and 
quality of on-farm labour, changes in basis levels offered by grain buyers, transportation costs and complications, 
the availability of crop delivery slots and railway or port labour unrest. Certain expenditures, including crop storage 
and insurance costs and related charges must be made throughout the period of investment regardless of whether 
the crop is producing any income. 
 
GRAIN HANDLING AND MARKETING SYSTEM 
The grain handling and marketing system in western Canada is limited by the capacities of the grain collection 
network (both country and export facilities), capacities of the transportation system (ship, rail and truck), throughput 
issues, shipping bottlenecks, and union strikes, amongst other events.  Any of these events may impede the ability 
of the Company to convert its canola into cash in the timeframe the Company anticipated. 
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AGRICULTURE INDUSTRY CYCLICALITY 
The financial viability of the farm operator will be largely dependent on the performance of the Canadian agricultural 
industry, including in particular the agricultural industry in Saskatchewan. The agriculture sector has historically been 
a cyclical business. To the extent that the agricultural sector declines or experiences a downturn, the financial 
viability of farm operators could be materially adversely affected, including their ability to meet their obligations 
under the streaming contracts. 
 
COMMODITY PRICES, INTERNATIONAL TRADE AND POLITICAL UNCERTAINTY 
The business of the Company is directly dependent on the prices for grains, oilseeds and other agricultural 
commodities. The Company will be directly exposed to fluctuations in prices for these commodities. The prices for 
grains, oilseeds and other agricultural commodities are influenced by a variety of unpredictable factors that are 
beyond the control of the Company, including weather, government (Canadian, United States and other), farm 
programs and policies and changes in global demand or other economic factors. The world grain market is subject 
to numerous risks and uncertainties, including risks and uncertainties related to international trade and global 
political conditions. Lower or fluctuating commodity prices may have a material adverse effect on the Company’s 
financial results, business prospects and financial condition. Regulation and political factors can also have a 
significant impact. 
 
VOLATILITY OF CANOLA PRICES AND IMPACT ON STREAMING CONTRACTS 
The Company acquires canola from the farmer at a fixed cost during the term of the streaming contract and sells the 
canola at the prevailing market price at the time of the sale. The Company’s financial performance is highly sensitive 
to prices for grains, oilseeds and other agricultural commodities and such prices are influenced by a variety of 
unpredictable factors that are beyond the control of the Company, including weather, farm programs and policies 
and changes in global demand and other economic factors. Given that the purchase price for the canola purchased 
under the streaming contracts is fixed for the term at the time of entering the streaming contract, lower or 
fluctuating canola prices during the term of such streaming contracts may have a material adverse effect on the 
Company’s financial results, business prospects and financial condition. Such material adverse effects on the 
Company’s financial results, business prospects and financial condition may have a greater impact if the Company 
cannot enter into new streaming contracts over successive years, which contracts take into account the prevailing 
market prices at the time of entering into the streaming contracts. 
 
NO OR LIMITED CONTROL OVER FARMING OPERATIONS 
The farm operators have control over the farming operations and the yield and quality of the canola will be 
dependent on the farming practices of the farm operator. The farm operator may decide to suspend or discontinue 
farming operations in which case the Company may be forced to enforce its security. The farm operator owns or 
leases the farmland and the farm equipment and is responsible for the day to day management and operations. The 
farm operator is responsible for the control of risks of farming as well as the responsibility for the capital and 
operating expenses and the work of farming. The Company will be reliant on the farm operators for management 
and control of the farming operations to produce the canola. 
 
CONCENTRATION OF STREAMING CONTRACTS TO A SINGLE AGRICULTURAL COMMODITY MAY CARRY INHERENT 
RISKS 
The streaming contracts will only be for canola. This commodity concentration exposes the Company to greater risk 
to factors affecting the production of canola, including weather conditions, crop grade and quality issues, dockage 
levels, availability of farm programs and general growing conditions than if the Company’s streaming contracts were 
in respect of a diverse range of commodities. The demand for canola may be affected by a number of factors, 
including international economic conditions and the availability of substitute products for canola. 
 
REGULATORY REGIME RELATING TO THE FARM OPERATOR 
Agricultural operations are typically governed by a broad range of federal, state, provincial and local environmental, 
health and safety laws and regulations, permits, approvals, common law and other requirements that impose 
obligations relating to, among other things: worker health and safety; the release of substances into the natural 
environment; the production, processing, preparation, handling, storage, transportation, disposal, and management 
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of substances (including liquid and solid, non-hazardous and hazardous wastes and hazardous materials); and the 
prevention and remediation of environmental impacts such as the contamination of soil and water (including 
groundwater). Failure by a farm operator to comply with applicable laws, rules, regulations and policies may subject 
the farm operator to civil or regulatory proceedings, including fines, injunctions, administrative orders or seizures 
and may have a material adverse effect on the farm operator’s financial condition and operations and its ability to 
comply with its obligations under the streaming contracts. 
 
REGULATORY REGIME RELATING TO THE COMPANY 
While management believes that the Company has all licenses, permits, authorizations and approvals necessary to 
conduct its business and that the Company is not subject to any regulatory regime, there can be no assurance that 
these beliefs are accurate or that laws or regulatory regimes will not be changed in a manner that would adversely 
impact the Company, including by requiring it to obtain certain licenses, permits, authorizations or approvals or 
requiring it to operate subject to a regulatory regime. 
 
EXPIRY OF STREAMING CONTRACTS 
Upon the expiry of a streaming contract, there can be no assurance that the contract will be renewed. The terms of 
any subsequent streaming contract may be less favourable to the Company than the existing streaming contract. 
The timing of the expiration of streaming contracts may be a factor if all expire the same year requiring a great influx 
of upfront payments to be made by the Company when it may not have the capital available to make such upfront 
payments. 
 
NO NEW STREAMING CONTRACTS 
There can be no assurance that the Company will enter into new streaming contracts or disburse the aggregate 
proceeds of the Offering within the time expectations of management. Cash held by the Company will not provide 
an equivalent return as cash disbursed pursuant to new streaming contracts. The terms of any new streaming 
contracts may be less favourable to the Company than the existing streaming contracts. 
 
CONCENTRATION OF STREAMING CONTRACTS 
The Company does not have any specific limits with respect to geographic region or the number of farm operators 
entering streaming contracts. Although the Company will generally seek to diversify the streaming contracts across 
Alberta, Saskatchewan and Manitoba and among various farm operators, this may not be the case at all times or if 
the Company deems it advantageous to be less diversified. Accordingly, the Company’s business may be more 
susceptible to fluctuations in value resulting from adverse economic conditions affecting a particular geographic 
region than would be the case if the Company were required to maintain a specified measure of geographic 
diversification of its streaming contracts. 
 
THE COLLATERAL SECURING A STREAMING CONTRACT MAY NOT BE SUFFICIENT 
The Company’s business will depend on the creditworthiness of the farm operators and their ability to fulfill their 
obligations to the Company. While the Company will take security in the form of a general security agreement and 
in some cases, mortgages on the farm operator’s land, there is no assurance that such security will be enforceable, 
properly perfected or will have priority as against other creditors. The value of the collateral securing the streaming 
contracts may not protect the Company from suffering a partial or complete loss if the farm operator fails to meet 
its commitments. Such losses would have a material adverse effect on the Company’s revenue, net income, financial 
condition and results of operations. The Saskatchewan Farm Security Act has restrictions preventing a listed entity 
from owning farm land in Saskatchewan and therefore, upon a realization of farm land, the Company would be 
required within two (2) years to divest its interest in such farm land. The timing of the divesture of farm land could 
negatively affect the value of the farm land upon a realization. Additionally, the farm operator may seek to avail 
itself of potential legislative protections from the realization of security by its creditors, including in respect of the 
homestead, or certain legislative provisions may otherwise exempt a farm operator’s property and assets from 
seizure and, if such protections or exemptions are applicable and available to a farm operator, the intended loss 
protection benefits of such security to the Company could be diminished. Also, applicable legislation in one or more 
of the provinces where the Company operates may impose various procedural requirements that need to be satisfied 
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in order for the Company to realize on its security against farm operators, thereby resulting in delays in the 
enforcement process and increased costs of enforcement. 
 
FARM OPERATOR DEFAULTS MAY LEAD TO UNEXPECTED LOSSES 
The Company’s net investment in streaming contracts for its own account and to be held for future contracts exposes 
the Company to default risk. Default risk is the risk that the Company will incur an unexpected loss because its 
counterparties to streaming contracts fail to discharge their contractual obligations. The Company is exposed to 
default risk as it arises from events and circumstances beyond its control relating to adverse economic conditions, 
adverse farming conditions, business failure or fraud. Excessive default losses could adversely affect the Company’s 
ability to generate and fund new streaming contracts. In the event of default by a farm operator, delays or limitations 
in enforcing rights may be experienced and costs incurred in protecting the Company’s investment may be incurred. 
Furthermore, at any time, a farm operator may seek the protection of bankruptcy, insolvency or similar laws that 
could adversely affect the financial performance of the Company. 
 
STREAMING CONTRACT STRATEGY 
As part of the Company’s business strategy, it has sought and will continue to seek new streaming contract 
opportunities in the canola industry. There can be no assurance that the Company will be successful in its efforts to 
enter into streaming contracts. Furthermore, the Company may fail to select appropriate farm operators with which 
to enter into streaming contracts or may fail to negotiate acceptable terms in such streaming contracts. The 
Company cannot ensure that it will enter into any streaming contract that it pursues, or is pursuing, on favourable 
terms, or that any streaming contract will ultimately benefit the Company. 
 
LACK OF FUNDING MAY LIMIT THE ABILITY TO ORIGINATE STREAMING CONTRACTS 
The Company is dependent on its ability to secure funding for the upfront payments for streaming contracts. While 
the Company will actively pursue new sources of funding and expects to have sufficient cash flow from operations, 
there can be no assurance that such funding will be available to finance additional streaming contracts. 
 
COMPETITION 
The Company experiences competition for agriculture commodity streaming contracts with farmers in the form of 
other types of farm financing arrangements. Some of the Company’s competitors, including Farm Credit Canada and 
other institutional lenders, may have greater financial and capital resources than the Company. The Company could 
face increased competition from newly formed or emerging entities, as well as from established entities that choose 
to focus (or increase their existing focus) on farming ventures or on a commodity streaming business. A more 
significant potential source of competition exists in the future with potential copycat firms seeking to enter into the 
agriculture streaming business. There can be no guarantee that sufficient farmers will be willing to enter into 
agriculture commodity streaming arrangements with the Company on commercially acceptable terms or at all. 
 
RELIANCE ON ABILITY AND JUDGEMENT OF MANAGEMENT 
The success of the Company will, to a large extent, depend on the good faith, experience, ability and judgement of 
the board, management and any consultants and advisors to make appropriate decisions with respect to the 
operations of the Company. The Company does not maintain key person life insurance for Doug Emsley, Brad 
Farquhar, or Gord Nystuen. If the Company loses the services of one or more of these individuals, the business, 
financial condition and results of operations of the Company may be materially adversely affected. 
 
PAST PERFORMANCE 
The past performance of the founders and any affiliated companies, limited partnerships or projects is not indicative 
of future performances. 
 
CONFLICTS OF INTEREST OF MANAGEMENT AND OTHERS 
Doug Emsley and Brad Farquhar manage or provide services to Assiniboia Capital Corp. and Assiniboia Farmland 
Holdings Limited Partnership. It is likely that some of the streaming contracts entered into by the Company will be 
with tenants farming land owned by Assiniboia Farmland Holdings Limited Partnership and some portion of the 
upfront payments made to farm operators may be directed to be paid to Assiniboia Farmland Holdings Limited 
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Partnership for rent. While management of the Company will endeavour to enter into business arrangements that 
would be considered normal in the industry, occasional conflicts may arise between the interests of the Company 
and Assiniboia Farmland Holdings Limited Partnership. Such conflicts will be properly dealt with pursuant to the 
terms of the SBCA. 
 
QUARTERLY NET INCOME AND RESULTS OF OPERATIONS ARE DIFFICULT TO FORECAST AND MAY FLUCTUATE 
SUBSTANTIALLY 
The quarterly net income and results of operations are difficult to forecast. There may be substantial fluctuations in 
net income and results of operations from quarter to quarter. There is a high degree of seasonality in the agricultural 
industry and in the Company’s business, which may affect the timing of cash flows. There should not be reliance on 
results of operations in any prior reporting period to be indicative of performance in future reporting periods. 

 
Non-IFRS Measures 

Input Capital measures key performance metrics established by management as being key indicators of the 
Company’s strength, using certain non-IFRS performance measures, including: 

 Adjusted Net Loss and Adjusted Net Income Loss per share; 

 Operating Cash Flow per share; 

 Adjusted EBITDA and Adjusted EBITDA per share; 

 Average Crop Payment per Tonne; 

 Cash Operating Margin; and 

 Cost per Tonne Acquired and Recycle Ratio 

 
ADJUSTED NET LOSS AND ADJUSTED NET LOSS PER SHARE 

 
Adjusted Net Income and Adjusted Net Income per share are non-IFRS financial measures calculated by excluding 
the following from net income and earnings per share (“EPS”): 

 Unrealized market value adjustment of canola interests; 

 Listing expense and transaction costs; 

 Unusual non-recurring items; and 

 Impact of income taxes on these items 

Management uses Adjusted Net Income and Adjusted Net Income per share to evaluate the underlying performance 
of the Company for the reporting periods presented. Management believes that Adjusted Net Income and Adjusted 
Net Income per share are useful metrics for investors and analysts to evaluate the underlying performance of the 
Company. While the unrealized loss/gain on market value adjustment of the Company’s canola interests will be a 
recurring item, this loss/gain does not reflect the underlying operating performance of the Company nor is it 
necessarily indicative of future operating results. 
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OPERATING CASH FLOW PER SHARE  

Operating cash flow per share is a non-IFRS financial measure, calculated by dividing cash flow from operations by 
the weighted average number of shares outstanding for the period. Management uses operating cash flow to 
compare its performance to other comparable companies in the streaming business.  

  

 
 
ADJUSTED EBITDA AND ADJUSTED EBITDA PER SHARE 
 
Adjusted EBITDA and Adjusted EBITDA per share are non-IFRS financial measures calculated by excluding the 
following from net income and EPS: 

 Income tax expense (recovery); 

 Interests costs (revenue); 

 Amortization of intangible assets; 

 Realization of upfront payment from canola interests; 

 Unrealized market value adjustment of canola interests; and 

 Unusual non-recurring items. 

Management believes that Adjusted EBITDA and Adjusted EBITDA per share are useful metrics for investors and 
analysts to evaluate the pre-tax earnings of the Company without the effects of non-cash charges (such as 
amortization of intangible assets and realization of canola interests) and non-recurring items. While the unrealized 
loss/gain on market value adjustment of the Company’s canola interests will be a recurring item, this loss/gain does 
not reflect the underlying operating performance of the Company nor is it necessarily indicative of future operating 
results.      
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AVERAGE CROP PAYMENT PER TONNE 

 
Average Cash Cost of Canola per tonne is a non-IFRS financial measure calculated by dividing the total cost of sales, 
less realization of canola interests, by tonnes sold. While the Company considers this to be a key performance metric, 
it does not have any standardized meaning. The Company believes that this information can be useful to investors 
when used in conjunction with conventional measures prepared in accordance with IFRS to evaluate the Company’s 
performance and ability to generate cash flow. 

 

CASH OPERATING MARGIN 

Cash Operating Margin is a non-IFRS financial measure calculated by subtracting the average cash cost of canola on 
a per tonne basis, as described above, from the average realized selling price of canola on a per tonne basis. The 
Company believes that this information can be useful to investors when used in conjunction with conventional 
measures prepared in accordance with IFRS to evaluate the Company’s performance and ability to generate cash 
flow. 
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COST PER TONNE ACQUIRED AND RECYCLE RATIO 

Recycle Ratio is a non-IFRS measure calculated by dividing the Cash Operating Margin by the cost per tonne acquired 
during the reporting period. Cost per Tonne Acquired is based on the tonnes the Company expects to receive over 
the term of a streaming contract. For example, if the Company enters into a six year streaming contract for 1,000 
MT per year, the Company expects to receive 6,000 MT over the term of the streaming contract. The Company 
divides the total upfront payment from new streaming contracts it entered into during the period by the total tonnes 
acquired during the period (over the term of the streaming contracts) to arrive at Cost per Tonne Acquired. 

The Company uses the Recycle Ratio to measure the Company’s ability to replace canola production with internally 
generated cash flow. The Recycle Ratio compares the cost per tonne of canola acquired with the cash operating 
margin generated per tonne. This provides a measure of the Company’s ability to compound growth with internally 
generated capital.  

 

The Company uses these non-IFRS measures for its own internal purposes. These non-IFRS measures do not have 
any standardized meaning prescribed by IFRS, and these measures may be calculated differently by other companies. 
The presentation of these non-IFRS measures enables investors and analysts to understand the underlying operating 
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and financial performance of the Company in the same way as it is evaluated by Management. Management will 
periodically assess these non-IFRS measures and the components thereof to ensure their continued use is beneficial 
to the evaluation of the underlying operating and financial performance of the Company, and to confirm that these 
measures remain useful for comparison purposes to other royalty/streaming companies. 

Cautionary Statement on Forward-looking Information 
 
Certain information contained in this MD&A contains forward-looking statements concerning the future results, 
future performance, intentions, objectives, plans and expectations of the Company. Often, but not always, forward-
looking statements can be identified by the use of words such as “plans”, “expects”, “is expected”, “estimates”, 
“intends”, “anticipates”, “believes” or variations of such words and phrases (including negative and grammatical 
variations) or state that certain actions, events or results “may”, “could”, “would”, “might” or “will” be taken, occur 
or be achieved. Forward-looking statements include known and unknown risks, uncertainties and other factors 
which may cause the actual results, performance or achievements of the Company to be materially different from 
any future results, performance or achievements expressed or implied by the forward-looking statements. 
 
Forward-looking statements are based on certain assumptions and analyses made by the Company in light of its 
experience and perception relating to historical trends, current conditions and expected future developments and 
other factors the Company believes are appropriate, and are subject to risks and uncertainties. Although the 
Company believes that the assumptions underlying these statements are reasonable, they may prove to be incorrect 
and the fact that the Company has a short operating history may result in the assumptions being less accurate. 
Whether actual results, performance or achievements will conform to the Company’s expectations and predictions 
is subject to a number of known and unknown risks, uncertainties, assumptions and other factors, including those 
listed under “Risk Factors”. 
 
Forward-looking statements are not guarantees of future performance. These forward-looking statements should 
not be relied upon as representing the views of the Company as of any date subsequent to the date of this MD&A. 
Although the Company has attempted to identify important factors that could cause actual actions, events or results 
to differ materially from those described in forward-looking statements, there can be no assurance that forward-
looking statements will prove to be accurate, as actual results and future events could differ materially from those 
anticipated in such statements. Accordingly, readers should not place undue reliance on forward-looking 
statements.  
 
The forward-looking statements contained in this MD&A are expressly qualified in their entirety by this cautionary 
statement and by the risk factors described in this MD&A under the heading “Risk Factors”. The forward-looking 
statements included in this MD&A are made as of the date of this MD&A and the Company does not undertake any 
obligation to publicly update such forward-looking statements to reflect new information, subsequent events or 
otherwise, except as required by applicable securities laws. 
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