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Target Capital Inc. 
Management Discussion and Analysis 
For the three months ended June 30, 2019 and 2018 
(In Canadian dollars) 

 
This Management’s Discussion and Analysis (“MD&A”) is provided to enable a reader to assess the 
financial position and results of operations of Target Capital Inc. (the “Company”, or “Target”) for the 
three months ended June 30, 2019.  

This MD&A should be read in conjunction with Target’s condensed consolidated financial statements for 
the three months ended June 30, 2019, as well as the MD&A found in Target’s 2019 Annual Report, 
together with the audited consolidated financial statements and accompanying notes found therein.  

This document presents the views of management as at August 28, 2019. Additional information on Target 
can be found on SEDAR at www.sedar.com. 

Information contained in the Management Discussion and Analysis (“MD&A”) is presented on the same 
basis as the financial statements and was prepared in accordance with International Financial Reporting 
Standards (“IFRS”) and is presented in Canadian dollars, Target’s functional currency. 

FORWARD-LOOKING STATEMENTS 

The MD&A contains forward-looking statements and information within the meaning of applicable 
securities legislation. A statement we make is forward-looking when it uses what we know today to make 
a statement about the future. Forward-looking statements may include words such as anticipate, believe, 
could, expect, intend, may, objective, plan and will. The forward-looking statements contained or 
incorporated by reference in this Management Discussion and Analysis are not guarantees of future 
performance and involve certain risks and uncertainties that are difficult to predict. Target cautions 
readers against placing reliance on forward-looking statements when making decisions, as the actual 
results could differ appreciably from the opinions, plans, objectives, expectations, forecasts, estimates 
and intentions expressed in such forward-looking statements, due to various material factors. These 
factors include, among other things, capital market activity; changes in government monetary, fiscal and 
economic policies; changes in interest rates, inflation levels and general economic conditions; legislative 
and regulatory developments; competition; credit ratings; scarcity of human resources; and technological 
environment.  
 
Forward-looking statements include, but are not limited to, statements with respect to (1) Capacity to 
deliver results (2) Risk framework (3) Liquidity (4) Trade receivables, and (5) Income taxes. All statements, 
other than statements of historical fact, which address activities, events or developments that we expect 
or anticipate will or may occur in the future, are forward-looking statements. We include forward-looking 
statements because we believe it is important to communicate our expectations to our investors. 
However, all forward-looking statements are based on management’s current expectations of future 
events and are subject to risk and uncertainty. 
 
There have been no events or circumstances that have occurred during the period to which the MD&A 
relates, or to a period that is not yet complete, that are reasonably likely to cause actual results to differ 
materially from the forward-looking information identified in this MD&A. 

 

http://www.sedar.com/
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The Company does not undertake to update any forward-looking statements, whether oral or written, 
made by itself or on its behalf, except to the extent required by securities regulations. The foregoing list 
of factors is not necessarily exhaustive. 
 
COMPANY OVERVIEW 

 
Target was incorporated on June 8, 1993, under the Business Corporations Act of Alberta. The Company 
has investments in listed public companies and private real estate development companies. The Company 
also makes investments in a majority of the voting shares of certain private companies. The Company 
receives its revenues from dividends, interest income and investment company fees.  
 
The Company listed its shares on the TSX-Venture exchange (Symbol “TCI”) on December 19, 2008 and on 
the Canadian Securities Exchange (CSE) on July 8, 2014 (Symbol “TCI”). 
 
The Company’s registered office is located at Suite 4300 Bankers Hall West, 888 – 3rd Street S.W., Calgary, 
AB, T2P 5C5. 

 
OUR INVESTMENT BUSINESS 

 
Since its inception, Target has made strategic investments in companies that show strong potential for 
future growth. Historically, these have been ‘buy and hold’ type investments; however, over the last three 
years Target has also made some short-term investments. These investments include listed companies, 
small start-up operations, and land development corporations. 
 
Starting in 2009, Target began acquiring controlling interests in private companies. The nature of the 
Company’s investment in the private companies enables the debt securities of the companies to be 
eligible for Deferred Plans. A Deferred Plan is a registered retirement savings plan, registered education 
savings plan, registered retirement income fund, a locked-in retirement account or a tax-free savings 
account. The promoters managing these companies use the capital raised at their own discretion, without 
reliance on the management or resources of Target. Target’s management and capital are not committed 
to these private companies. 
  
Target earns fees from each company for enabling these companies to raise funds from Deferred Plans. 
The annual fee is generally the greater of $2,500 or 0.5% of the total capital raised by each private 
company from Deferred Plans. The private companies have raised capital via investments from Deferred 
Plans varying in size from nil to several million dollars. 
 
Although Target has legal control over these private companies, we do not have control in accordance 

with IFRS because of inability of our decisions to influence our returns and the restricted nature of the 

decision that we can make which do not constitute "relevant decisions" as defined in IFRS 10 

Consolidation. 

OUTLOOK 
 
The Company continues to explore and evaluate strategic alternatives to enhance shareholder value. The 
Company currently has approximately 106.7 million common shares outstanding and approximately 59.2 
million Warrants with an exercise price of $0.10 and a current cash balance of approximately $2.8 mm. 
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The Company also has an estimated current non-cash working capital balance of approximately $600,000 
and holds 833,333 in common shares of YSS Corp., a publicly listed cannabis retail operator. The 
Company’s existing revenue base from its private company fees is expected to fund a material portion of 
the Company’s annual operating costs. 
 
INTERIM MD&A - QUARTERLY HIGHLIGHTS 
 
The following tables sets forth selected financial information of the Company for the three months ended 
June 30, 2019: 
 
Income statement highlights – 3 months ended June 30 

(Amounts in $000s, expect per share amounts) 2019 2018 

Total revenue   $  175   $    112       
Total expenses            (196)           (361) 

Net loss  $ (21)  $ (249) 

Loss per share   $       -  $(0.01) 
 
Balance sheet highlights 

(Amounts in $000s)  
As at June 30, 

2019 
As at March 31, 

2019 

Cash  $2,753   $2,768  
Convertible note receivable  118 118 
Current assets                 3,117              3,141  
Other investments                 267                      325   
Total assets 3,405 3,489 
Current liabilities 111 115 
Shareholders' equity 3,294 3,374 
Total liabilities and shareholders' equity $3,405  $3,489  

 
Cash flow highlights 3 months ended June 30 

 (Amounts in $000s)  2019 2018 

Net cash provided (used by)     

Operating activities   $   (14)  $ (62) 

Financing activities               -             -  

Investing activities              -                  (436) 

Increase (decrease) in cash             (14)            (497)  

Cash beginning of year            2,768                 3,030  

Cash at end of year  $2,753   $2,533  

 
Summary of Results 
 
Due to the nature of Target’s business, certain revenues are consistent and earned on a regular basis, 
such as dividend revenue and loan interest; however other types of revenue are unpredictable due to 
timing, such as private company fees and special dividends. As a result, Target’s quarterly performance 
has varied significantly. 
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For the three months ended June 30, 2019, the Company has reported a net loss of $20,762 compared to 
a net loss of $249,741 for the comparative period in 2018. 
 
The key components contributing to the change in net loss from the three months ended in June 30, 2019 
compared to the three months ended June 30, 2018 comprise the following:  
 

 Private company investment fees – increased to $175,087 from $111,722 due to an increase in 
the amount of capital the Company’s private company clients raised during the period  

 General and administration expense – decreased by to $23,199 from $189,325 due to decrease 
in overhead and other costs due to a reduction in staff and their accompanying support costs 

 Salaries and related costs including payments to consultants – decreased to $57,766 from 
$129,249 largely due to reduction in staff.  

 
As at June 30, 2019, the Company had $3.1 million in current assets (2018 – $2.9 million) including $2.8 
million in cash (June 30, 2018 – $2.5 million). The change in the Company’s current assets and cash during 
the period can largely be attributed to increased private company fees and improved collection of 
accounts receivables. In addition, as at June 30, 2019, the Company had a working capital balance of $3.0 
million (June 30, 2018 – $2.7 million) and no debt. 
 
Currently the Company has 106,715,629 common shares outstanding and 59,159,504 common share 
purchase Warrants outstanding with an exercise price of $0.10. 
 
Summary of Quarterly Results 
 
The following table sets out the quarterly financial information for each of the last eight quarters: 
 
(Amounts in $000s)   
 Q1’20 Q4’19 Q3’19 Q2’19 Q1’19 Q4’18 Q3’18 Q2’18 
Total revenue  175 185 170 127 112 238 237 101 
Total expenses (195) (515) (237) (315) (351) (3,002) (140) (621) 
Other income (expenses) - (107) - - - 21 371 (496) 

Net income(loss) (21) (437) (67) (188) (239) (2,743) 468 (1,016) 
Loss per share  - (0.01) (0.03) (0.07) (0.01) (0.14) 0.10 (0.13) 

 
Summary of operations 
 
The Company generated $175,087 in investment fees from its portfolio of private company investments. 
Currently the Company has the majority of voting shares in 37 private companies (2018 – 184) and the 
Company’s maximum exposure to losses is limited to its initial investment in each private company. Total 
exposure amounts to $22,932 (2018 – $62,932). These investments are measured at fair value through 
other comprehensive income. 
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Related Party transactions  
 
Operating transactions 

Through common shareholding and/or directorship, the Company is related to 51st Parallel Inc., Cheadle 

Investments Inc., and Black Spruce Merchant Capital. There were no related party transactions with 51st 

Parallel Inc. and Black Spruce Merchant Capital. The fees paid to Cheadle investments Inc. are included 

in the key management compensation. 

 

Key management compensation 

Key management personnel are the persons responsible for the planning, directing and controlling the 

activities of the Company and includes both executive and non-executive directors. The Company 

considers all of its directors and executive management team members to be key management personnel. 

The Company paid $57,766 in management compensation for the three months ended June 30, 2019 

compared to $69,685 for the same period in 2018. 

 

Business Risks 

 
Leadership 

Target is dependent on members of its senior management and operational staff. A loss of one or more 
of these individuals could adversely affect Target’s business. Target has minimized the impact of losing 
any one individual by cross-training senior management and operational staff to assume a variety of roles 
within the Company.  
 
Regulation 

The Company is subject to various laws and regulations; any changes to these statutes, or court decisions, 
regarding their application could negatively impact the Company. Specifically, Target’s investments in 
private companies are reliant on regulations under the Income Tax Act, and there can be no assurance 
that the Government will not adopt laws or regulatory requirements that could adversely affect this line 
of business. 
  
Credit risk 

Credit risk arises from the potential that a counterparty will fail to perform its contractual obligations and 
arises principally from the Company's receivables from customers. The carrying amount of accounts 
receivable represents the maximum credit exposure. The Company is exposed to credit risk from its trade 
customers. The credit risk is influenced mainly by the individual credit characteristics of each client. 
Geographically, there is a concentration of risk in the Alberta region. The Company makes use of the 
following techniques to reduce its credit risk:  
 

 Private companies do not receive final approval, and therefore cannot raise funds, until the 
investment fee for the first year ($2,500) is paid; 

 The Company does not require collateral with respect to accounts receivables. The Company has 
a significant number of customers, which minimizes concentration of credit risk. Accounts 
receivable are monitored on a regular basis. 
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At period end, the Company had $319,013 in receivables outstanding for more than 91 days, totalling 64% 
of outstanding receivables (June 30, 2018 - $272,495 or 70%). Management believes all amounts, net of 
the allowances made, are collectable. 
 
Liquidity risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become 
due. Management regularly reviews future cash requirements to ensure adequate funds are available. At 
period end, the Company had a current ratio of 31.52:1 compared to 22.77:1 ratio at June 30, 2018. 
 
The maturity profile of the Company’s liabilities as at June 30, 2019 and 2018 is included below: 
 

2019  Total Within 1 year 2-5 years Over 5 years 

Accounts payable and accrued liabilities $111,000 $111,000 $              - $              - 

 Total $111,000 $111,000 $              - $              - 

 

2018  Total Within 1 year 2-5 years Over 5 years 

Accounts payable and accrued liabilities $156,138 $156,138 $              - $              - 
Bonds 40 40 - - 

 Total $156,178 $156,178 $              - $              - 

 
As at June 30, 2019, the Company has a working capital surplus of $3,005,571 (2018 - $2,773,424); 
therefore, the Company has adequate cash to pay its liabilities as and when they fall due. 
 
Commitments 
 
The Company has no lease agreement or commitments for the three months ended June 30, 2019. 
 
Subsequent Events 

 
On July 26, 2019, William Macdonald resigned from the Board of Directors of the Company. On August 

1, 2019 Colin Wagner was appointed as the Chief Financial Officer of the Company replacing David 

Cheadle. 

 

 


