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This mŀƴŀƎŜƳŜƴǘΩǎ discussion and aƴŀƭȅǎƛǎ όάa5ϧ!έύ ǎƘƻǳƭŘ ōŜ ǊŜŀŘ ƛƴ ŎƻƴƧǳƴŎǘƛƻƴ ǿƛǘƘ LƴǇǳǘ Capital Corp.Ωǎ 
όάLƴǇǳǘέ ƻǊ ǘƘŜ ά/ƻƳǇŀƴȅέύ unaudited condensed interim consolidated financial statements for the six months 
ended September 30, 2014 and related notes thereto which have been prepared in accordance with International 
Financial Reporting {ǘŀƴŘŀǊŘǎ όάLCw{έύΦ In addition, the following should be read in conjunction with the March 31, 
2014 audited consolidated financial statements, the related MD&A and 2014 Annual Information Form, as well as 
other information relating to Input on file with the Canadian securities regulatory authorities and on SEDAR at 
www.sedar.com. ¢Ƙƛǎ a5ϧ! Ŏƻƴǘŀƛƴǎ άŦƻǊǿŀǊŘ ƭƻƻƪƛƴƎέ ǎǘŀǘŜƳŜƴǘǎ ǘƘŀǘ ŀǊŜ ǎǳōƧŜŎǘ ǘƻ Ǌƛǎƪ ŦŀŎǘƻǊǎ ǎŜǘ ƻǳǘ beginning 
on page 19 of this MD&A and in the cautionary note on forward-looking information set out on page 24 of this 
MD&A.  All figures are presented in Canadian dollars unless otherwise noted. This MD&A has been prepared as of 
November 28, 2014.  

 
 
Highlights 
 
Second Quarter Highlights 
 

¶ Total sales revenue of $3,001,827; 
 

¶ Revenue from streaming contracts of $1,919,826 on the sale of 4,146 metric tonnes όάa¢έ ƻǊ άǘƻƴƴŜǎέύ of 
canola at an average price of $463.08 per MT; 

 

¶ Revenue from canola trading of $1,082,001 with a gross margin of 2.8%; 
 

¶ Cash operating margin1 from streaming contracts of $1,670,539, or $402.95 per MT (87.0% cash operating 
margin); 

 

¶ Adjusted net income1 of $65,233, or $0.00 per share; 
 

¶ Adjusted operating cash flow1 of $712,410, or $0.01 per share; 
 

¶ Invested $201,600 of upfront payments2 into multi-year streaming contracts, adding 840 contracted MT to 
ǘƘŜ /ƻƳǇŀƴȅΩǎ ŦǳǘǳǊŜ Ŏŀƴƻƭŀ ǎŀƭŜǎ; 

 

¶ On July 9, 2014, the Company closed a bought deal public offering of common shares for aggregate gross 
proceeds of $46,287,500 (including the exercise of an over-allotment option) to expand its portfolio of multi-
year streaming contracts with producers; 
 

¶ Launched a new producer-oriented website; and 
 

¶ Finished the quarter with: 
o Cash and cash equivalents of $64.1 million; 
o Total canola interests of $34.9 million (current portion and long-term portion); 
o Multi-year streaming contracts with 21 farm partners;  
o ¢ƻǘŀƭ ǎƘŀǊŜƘƻƭŘŜǊΩǎ Ŝǉǳƛǘȅ of $102.9 million; and 
o No debt. 

 
 
 

                                                
1 Non-IFRS financial measures with no standardized meaning under IFRS. For further information and a detailed reconciliation, refer to "Non-IFRS 
Measures" beginning on page 20 of the MD&A. 
2 Adjusted for contracts that were signed but not completely funded at the end of the quarter ended September 30, 2014. 

http://www.sedar.com/
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Year to Date Highlights 
 

¶ Total sales revenue of $5,263,080; 
 

¶ Revenue from streaming contracts of $4,181,079 on the sale of 8,730 MT of canola at an average price of 
$478.91 per MT; 

 

¶ Revenue from canola trading of $1,082,001 with a gross margin of 2.8%; 
 

¶ Cash operating margin1 from streaming contracts of $3,490,277, or $399.79 per MT (83.5% cash operating 
margin; 

 

¶ Adjusted net income1 of $100,775, or $0.00 per share; 
 

¶ Adjusted operating cash flow1 of $2,206,563, or $0.03 per share; 
 

¶ Invested $11,851,600 of upfront payments2 into multi-year streaming contracts, adding 50,595 contracted 
a¢ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŦǳǘǳǊŜ Ŏŀƴƻƭŀ ǎŀƭŜǎΦ  

 

 

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-ŘŜǘŜǊƳƛƴŜŘ ǘƻƴƴŜǎ ƻŦ Ŏŀƴƻƭŀ ŀǊŜ ŎŀƭƭŜŘ άbase tƻƴƴŜǎέΦ  ¢ƘŜ streaming contract 
also gives the Company the annual right to purchase frƻƳ ǘƘŜ ŦŀǊƳŜǊ ŀ ŦƛȄŜŘ ǇŜǊŎŜƴǘŀƎŜ ǎƘŀǊŜ ƻŦ ǘƘŜ ŦŀǊƳŜǊΩǎ ŀŎǘǳŀƭ 
realized canola yield when that yield exceeds a pre-ŘŜǘŜǊƳƛƴŜŘ ōŀǎŜƭƛƴŜ ȅƛŜƭŘΦ ¢ƘŜǎŜ ŀǊŜ ŎŀƭƭŜŘ άbonus tonnesέ and 
are purchased from the farmer at the same price paid by the Company for base tonnes.  Together, the base tonnes 
and bonus tonnes ǘƻ ǿƘƛŎƘ ǘƘŜ /ƻƳǇŀƴȅ Ƙŀǎ ŀ ǊƛƎƘǘ ŀǊŜ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ άcanola interestsέΦ 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 όάǳǇŦǊƻƴǘ ǇŀȅƳŜƴǘέύ. 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 άŎǊƻǇ 
ǇŀȅƳŜƴǘέύ to the farmer for each base tonne or bonus tonne of production.  
 
In summary, 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. Most 
streaming contracts entered into by Input have a term of six years, and every one produces canola and revenue for 
Input within a year of signing. 

                                                
1 Non-IFRS financial measures with no standardized meaning under IFRS. For further information and a detailed reconciliation, refer to "Non-IFRS 
Measures" beginning on page 20 of the MD&A. 
2 Adjusted for contracts that were signed but not completely funded at the end of the quarter ended September 30, 2014. 
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At the end of the second quarter of fiscal 2015, the Company owned streaming contracts with twenty one different 
farm partners.  
 
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 CompanyΩǎ ōǳǎƛƴŜǎǎ Ǉƭŀƴ ƛǎ ǘƻ reinvest the cash flow generated by its streaming contracts into new streaming 
contracts each year. This will ŎƻƳǇƻǳƴŘ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎŀǎƘ Ŧƭƻǿ ǊŜǘǳǊƴǎ ǿƘƛƭŜ ƎǊƻǿƛƴƎ ŀƴŘ ŘƛǾŜǊǎƛŦȅƛƴƎ ǘƘŜ 
/ƻƳǇŀƴȅΩǎ 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. 
 
¢ƻ ƳŀƴŀƎŜƳŜƴǘΩǎ ƪƴƻǿƭŜŘƎŜΣ Input Capital ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ ƻƴƭȅ ŀƎǊƛŎǳƭǘǳǊŀƭ ŎƻƳƳƻŘƛǘȅ streaming company.   
 
The predecessor corporation of Input was incorporated under The Business Corporations Act (Saskatchewan) (the 
ά!Ŏǘέύ ƻƴ hŎǘƻōŜǊ нрΣ нлммΦ ¢ƘŜ ŜȄƛǎǘƛƴƎ /ƻƳǇŀƴȅ ǿŀǎ ŦƻǊƳŜŘ ōȅ ŀƴ ŀƳŀƭƎŀƳŀǘƛƻƴ ǳƴŘŜǊ ǘƘŜ !Ŏǘ ƻƴ !ǳƎǳǎǘ уΣ нлмоΦ 
¢ƘŜ /ƻƳǇŀƴȅΩǎ ǎƘŀǊŜǎ ŀǊŜ ǇǳōƭƛŎƭȅ ǘǊŀŘŜŘ ƻƴ ǘƘŜ ¢{· ±ŜƴǘǳǊŜ 9ȄŎƘŀƴƎŜΣ ǳƴŘŜǊ ǘƘŜ ǎȅƳōƻƭ άLbtέΦ  
 
The head office of the Company is located at 300 ς 1914 Hamilton Street, Regina, Saskatchewan, S4P 3N6.  The 
/ƻƳǇŀƴȅΩǎ ǊŜƎƛǎǘŜǊŜŘ ŀƴŘ ǊŜŎƻǊŘǎ ƻŦŦƛŎŜ ƛǎ ƭƻŎŀǘŜŘ ŀǘ 800 ς 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 $12.5 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. 

 

 
Quarterly Business Developments 
 
BOUGHT DEAL PUBLIC OFFERING 

On July 9, 2014, the /ƻƳǇŀƴȅ ŎƭƻǎŜŘ ŀ ōƻǳƎƘǘ ŘŜŀƭ ǇǳōƭƛŎ ƻŦŦŜǊƛƴƎ όǘƘŜ άtǳōƭƛŎ hŦŦŜǊƛƴƎέύ ƻŦ ŎƻƳƳƻƴ ǎƘŀǊŜǎΦ 

The Public Offering was conducted by a syndicate of underwriters who purchased, on a bought deal basis, an 
aggregate of 17,500,000 common shares at a price of $2.30 per share for gross proceeds of $40,250,000. The 
underwriters also had an over-ŀƭƭƻǘƳŜƴǘ ƻǇǘƛƻƴ όǘƘŜ άhǾŜǊ-!ƭƭƻǘƳŜƴǘ hǇǘƛƻƴέύΣ ŜȄŜǊŎƛǎŀōƭŜ ƛƴ ǿƘƻƭŜ ƻǊ ƛƴ ǇŀǊǘ ŀǘ 
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any time and from time to time for 30 days after the closing of the Public Offering, to purchase up to an additional 
2,625,000 common shares.  

On July 18, 2014 the Company announced the closing of the Over-Allotment Option granted in connection with the 
bought deal Public Offering to purchase an additional 2,625,000 common shares at a price of $2.30 per common 
share for additional gross proceeds of $6,037,500.  

The aggregate gross proceeds of the Offering, including the exercise of the Over-Allotment Option, was $46,287,500. 

 
Canola Interests 
 

As of September 30, 2014, LƴǇǳǘΩǎ canola streaming portfolio consisted of twenty one geographically diversified 
streams. Nineteen ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ Ŏŀƴƻƭŀ ǎǘǊŜŀƳǎ ŀǊŜ ǿƛǘƘ family farms in Saskatchewan, and two are 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. 

 

 
 
 

Quarterly Overview 
 

CANOLA SALES FROM STREAMING CONTRACTS 
 
During the second quarter of its 2015 fiscal year ended September 30, 2014, Input generated revenue from 
streaming contracts of $1,919,826 on the sale of 4,146 MT of canola for an average price of $463.08 per MT, 9% 
higher than the average cash canola price (RSY00) of $425.02 during the quarter.  

 
As of September 30, 2014, Input had sold 14,198 MT of the 18,932 MT that are contracted for sale from the 2013 
harvest, leaving 4,734 MT remaining to be sold during the 2015 fiscal year. This remaining 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. 
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After experiencing many delivery delays as a result of extremely cold weather, a congested rail transportation 
system, bad harvest weather, and an explosion at a canola crushing plant which buys canola from Input, the 
Company expects to finally receive and sell the remaining volume from the 2013 harvest during the third fiscal 
quarter of 2015. Barring any delays in the grain handling and transportation system over the coming winter months, 
the Company has contracts with grain companies to deliver all base tonnes from the recent 2014 harvest prior to 
the end of the 2015 fiscal year. 

 
STREAMING CONTRACTS 

  
As of September 30, 2014, Input had multi-year streaming contracts with twenty one farm partners, for original 
upfront payments of $42.9 million1 that give Input the right to purchase and sell a total of 191,2731 base tonnes of 
canola over the term of the streaming contracts (including canola already delivered), plus any bonus tonnes that 
might result from those same harvests. Under the terms of the contracts as of September 30, 2014, Input will 
purchase these base tonnes at an average price of $71 per MT over the terms of the contracts, and will sell them in 
the open market, where futures prices ranged between $381.92 and $462.60 per MT during the quarter. The futures 
price reached a peak of $476.52 during the six months ended September 30, 2014 and the average futures price 
during the six months ended September 30, 2014 was $437.25. Refer to discussion on Commodity Price beginning 

on page 7 of this MD&A. 
 
STRATEGIC IN-YEAR CANOLA MARKETING PROGRAM 
 
Input employs a strategic in-year marketing program for the purchase and sale of its contracted base tonnes. As of 
September 30, 2014, 4,734 contracted base tonnes from the 2013 harvest remained due to Input, with 100% 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 
5ŜŎŜƳōŜǊ омΣ ŦƻǊ ŜȄŀƳǇƭŜύΣ ŀǎ ǿŜƭƭ ŀǎ ŀ άŦƭŀǘ ǇǊƛŎŜέ ŀƴŘ ŀ άōŀǎƛǎ levelέ ǘƻ ŀǊǊƛǾŜ ŀǘ ǘƘŜ άƴŜǘ ǇǊƛŎŜέ ǊŜŎŜƛǾŜŘ ōȅ Input.  
The flat price (generally based on the άŦǳǘǳǊŜǎ ǇǊƛŎŜέύ ǊŜǇǊŜǎŜƴǘǎ ǘƘŜ ƎǊƻǎǎ ǇǊƛŎŜ LƴǇǳǘ ǿƛƭƭ ǊŜŎŜƛǾŜ ǇŜǊ ǘƻƴƴŜ ŀƴŘ ƛǎ 
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.  
 
The chart to the right, άtǊƛƳŀǊȅ 9ƭŜǾŀǘƻǊ Stocks vs Basis 
LƴŘŜȄέ (credit: John DePape, FARMCo) shows canola 
stocks in the primary elevator system (red line) and the 
average basis around Saskatoon (blue line) during the 
crop year (August 1 ς July 31). Generally, as farmers 
deliver canola into the elevator system at harvest, 
stocks increase and grain companies widen their basis. 
The opposite also holds true ς basis narrows as 
supplies shrink. As grains and oilseeds move from the 
Prairies to export positions, primary elevator stocks 
decrease and grain companies offer a lower (narrower) 
basis price to attract volume into their assets. 
Following the perennial annual trend, primary elevator 
stocks spiked at harvest. Basis levels have shown 


