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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. The document presents the views 
of management as at June 18, 2014. Additional information on Target Capital Inc. (the “Company” 
or “Target”) can be found on SEDAR at www.sedar.com.

Cautionary note regarding forward-looking statements

The MD&A contains forward-looking statements. 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.

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.
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MANAGEMENT DISCUSSION AND ANALYSIS

Business Overview

Target was incorporated on June 8, 1993, under the Business Corporations Act of Alberta. The 
Company has investments in trailer fee rights, 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 trailer fees, dividends, interest 
income and investment company fees. Its principal expense is interest on its outstanding bonds.

The Company listed its shares on the TSX-Venture exchange (Symbol “TCI”) on December 19, 2008.

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 two 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 controlled private companies (“CPC”) 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 controlled 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 controlled private companies have raised capital via 
investment from Deferred Plans varying in size from nil to several million dollars.

Target does not consolidate these controlled private companies for accounting purposes. This 
is because Target has agreements with these companies that restrict Target’s profits to the fees 
that it charges and its losses to the initial investment made and because Target is not the primary 
beneficiary of the success or failure of these private companies. 
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Annual Financial Results

Target’s total revenue increased 97% or $1,316,829 for the year ended March 31, 2014 as 
compared to last year, due to a special dividends received from investments in Olympia Financial 
Group Inc. (“Olympia”, TSX: OLY) and increased revenues from controlled private companies.

Total expenses increased 10% or $104,809 on account of higher royalties, borrowing costs, 
management bonuses and rent expenses. Other expenses were in line when comparing this year’s 
results with last year. 

As a result, Target reports an increase in net earnings of $1,257,435 or 454% surpassing its record 
for the past years. 

SELECTED ANNUAL INFORMATION AT

($ thousands)
 March 31,  
 2014

 March 31,  
 2013

 Variation  
 14-13

 March 31,  
 2012

Total revenue
Total expenses

 2,671
 (1,204 )

 1,354
 (1,099 )

 97%
 10%

 1,249
 (772 )

Net earnings before tax
Income tax recovery 

 1,467
 68

 255
 22

 475%
 209%

 477
 41

Net earnings 
Net earnings per share –  
   Basic
Net earnings per share –  
   Diluted

 1,535
 0.40 

 0.40 

 277
 0.07 
 
 0.07 

 454%
 471% 

 471% 

 436
 0.11 

 0.11 

Total assets  9,719  10,204  (5% )  7,395

Revenues
During the years ended March 31, 2014 and 2013, the Company earned its operating revenue 
from the following sources:

MANAGEMENT DISCUSSION AND ANALYSIS

Dividends CPC Trailer Fees Interest

2014 2013
1,628,175

368,447

958,426 901,523

57,822 63,256 26,156 20,524

REVENUE DISTRIBUTION

0

400,000

800,000

1,200,000

1,600,000

2,000,000



2014  ANNUAL REPORT   |    TARGET CAP ITAL  INC. 5

MANAGEMENT DISCUSSION AND ANALYSIS

SOURCES OF REVENUE

 2014  2013

Dividends  61%  27%

Controlled private company fees  36%  67%

Trailer fees  2%  5%

Interest  1%  1%

  100%  100%

Dividends provide the largest share of revenue this year due to a special dividend received from 
Olympia.  This is followed by the revenue from CPC fees, which account for 36% of the total.  
Target does not expect to receive another special dividend in the near future from Olympia.

Expenses

Interest on bonds
An increase of $60,274 or 23% in bond interest expense was due to issuance of additional bonds. 
Bond proceeds are used to fund the redevelopment of Industrial Avenue Development Corp.’s 
(“IADC”) land in Langley, BC.

Bad debts
Bad debt expense relates to allowances made for receivables from controlled private companies 
and the actual write-off of accounts that were deemed uncollectable. Bad debts this year are down 
by $134,774 or 58% as compared to last year. 

Impairment on investments
A total of $28,800 was recognized this year as an impairment of CPC investment. This is a 
recognition that Target is unlikely to receive a return of its initial investment, management will 
continue to re-assess this investment.

Amortization
Intangible amortization costs were stable during the year as the trailer fee rights continued to be 
depreciated on a straight-line basis. Equipment amortization costs increased as Target continues to 
amortize leasehold improvements and office furniture acquired for the new office.

Interest
The increased interest expense results from draw downs on Target’s line of credit which was utilized 
to a lesser extent in the prior year.
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Salaries and wages
The increase in salaries and wages of $83,468 or 36% is attributable to incentive bonuses given 
to management, which were paid in relation to the revenue realized for the year, and benefits to 
employees such as health and medical.

Royalties
Increase in royalties this year of $16,036 or 27% as compared to last year; 10% of all investment 
companies fees earned are payable to Eyelogic Systems Inc. (“Eyelogic”, TSXV:EYE) under an 
agreement signed in December 2008 to enable Target to offer the controlled private company 
product. The royalty will be paid on all income earned over the lifetime of the investments, for all 
controlled private companies Target invested in prior to December 31, 2010. In addition, royalties 
are paid on some new CPCs which have been referred to Target by third parties.

MANAGEMENT DISCUSSION AND ANALYSIS
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Comparison of financial condition at year end with the prior year-end

The table summarizes the financial condition of the company as at March 31, 2014, 2013 and 2012:

($ thousands)
 March 31,  
 2014

 March 31,  
 2013

 % 
 change

 March 31,  
 2012 

Marketable securities $  4,441 $  5,170  (14% ) $ 5,349

Investments and advances  4,395  4,125  7%  1206

Accounts receivable  526  432  22%  436

Trailer fee rights  180  225  (20% )  270

Equipment and leasehold  
   improvements

 140  184  (24% )  17 

Controlled private companies  36  65  (45% )  58

Prepaid expenses  2  5  (60% )  3

Notes Receivable  -  -  0%  56

TOTAL ASSETS $ 9,720 $ 10,206  (5% ) $ 7,395

Short term bonds  1,259  905  39%  192

Bank indebtedness  880  1,500  (41% )  586

Loans Payable  250  -  N/A  -

Accounts payable and  
   accrued liabilities

 118  155  (24% )  168 

Income tax payable  7  7  0%  -

Interest payable  2  3  (33% )  2

Total Short-Term Liabilities  2,517  2,570  (2% )  948

Long-term bonds   3,379   3,665  (8% )  2,985

Deferred income taxes  264  318  (17% )  282

Total Long-term Liabilities  3,643  3,983  (9% )  3,267

TOTAL LIABILITIES   6,160   6,553  (6% )  4,215

NET ASSETS $  3,560 $  3,653  (3% ) $ 3,180

Net assets in 2014 decreased by 3% or $93,514 due to various transactions during the year. 
Specifically, while the company received a large special dividend during the year, the Board voted 
to pass the dividend through to the Target shareholders. Therefore, there was no net asset increase 
from the special dividends. 

MANAGEMENT DISCUSSION AND ANALYSIS
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Distributions to IADC resulted to an increase in related party loans of 9% or $270,122. Bank 
indebtedness decreased as a result of the sale of 17,500 common shares of Olympia amounting to 
$691,250 based on the market price at March 24, 2014 to Rick Skauge, CEO and Chairman upon 
the unanimous approval by Target’s independent directors.  Other changes are attributable to 
normal accounting transactions such as amortization of trailer fee rights and depreciation of  
capital assets.

Fourth Quarter Financial Results

Target reports gross earnings of $111,116 for the 4th quarter of 2014, a net decrease of $30,386 
or 21% over the same period of the previous year. Revenue decreased by $69,284 or 14% due to 
reduced dividends received from investments in marketable securities, as well as decreased CPC 
fees. Decreases in expenses of $38,898 or 11% are attributable to decrease in bad debts and  
bank interest.  

Quarterly Results

The following table presents the most recent quarterly results:

QUARTERS ENDED DECEMBER 31

2014 2013

($ thousands)
 31-Mar 
 2014

 31-Dec
 2014

 30-Sep
 2014

 30-Jun
 2014

 31-Mar 
 2013

 31-Dec
 2013

 30-Sep
 2013

 30-Jun
 2013

Total revenue 
Total expenses

 424
 (313 )

 1,754
 (367 )

 229
 (263 )

 264
 (261 )

 494
 (352 )

 399
 (305 )

 217
 (225 )

 243
 (216 )

Earnings (loss) before  
   income taxes

 111  1,387  (34 )  3  142  94  (8 )  27 

Net Earnings (loss)  131  1,386  (2 )  19  126  93  17  41

 -  Per share –  
   basic and diluted

 0.03  0.36  0.00  0.01  0.03  0.02  0.00  0.01 
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Outstanding Share Data

The following table indicates the common shares and stock options issued and outstanding at June 
18, 2014, March 31, 2014 and March 31, 2013; indicating no changes.

 June 18,  
 2014

 March 31, 
 2014

 March 31,  
 2013

Common Shares  3,851,863  3,851,863  3,851,863

Stock Options  -  -  -

Weighted average number of shares 
outstanding during the period Basic  
and Diluted

 3,851,863 
 

 3,851,863 
 

 3,851,863 
 

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. 

Financing
Target has sufficient cash facilities and investments in marketable securities to maintain day-to-day 
operations without arranging additional financing.

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 controlled 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 Company’s accounts receivable due from customers. There is always the 
potential that a customer will fail to perform its financial obligations. The Company has a significant 
number of customers, thus minimizing the concentration of risk. Target is committed to a policy of 
closely monitoring the Company’s risk and exposure in the area of accounts receivable. During the 
year ended March 31, 2014, the Company expensed $99,489 (2013 - $234,263) in uncollectable 
accounts receivable balances.

MANAGEMENT DISCUSSION AND ANALYSIS
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Liquidity 
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 year end, Target had a current ratio of 1.99:1, a decrease from the 2.28:1, ratio at 
the previous year end, due mainly to a reclassification of a related party loan. 

Related Parties
During the periods ended March 31, 2014 and 2013, the Company entered into transactions with 
the following related parties:

Bearspaw Tree Farm Inc., Common management

Controlled private companies, Subsidiaries

Exempt Experts Inc. (“Exempt”), Common management

Eyelogic Systems Inc., Common management

Industrial Avenue Development Corporation, significant share ownership

National Exempt Markets Association (“NEMA”), Common management

Olympia Benefits Inc. (“OBI”), Common management

Olympia Financial Group Inc. (“Olympia”), Common management

Olympia Trust Company (“OTC”), Common management

OrganicKidz Inc. (“OKI”), significant common share option holdings

Tarman Inc. (“Tarman”), Common management

The Company earned controlled private company fees of $958,425 for the year ended March 31, 
2014 from its investments in controlled private companies (March 31, 2013 – $901,523).  
The Company also recorded bad debt expenses of $99,489 on amounts due from controlled 
private companies during the year ended March 31, 2014 (March 31, 2013 - $234,263). At year 
end, $396,411, net of an allowance for bad debts, was receivable from these companies  
(March 31, 2013 - $431,910).

The Company earned dividends of $1,628,175 for the year ended March 31, 2014 from its 
investment in Olympia (March 31, 2013 - $357,560).

The Company earned trailer fees of $57,822 for the year ended March 31, 2014 from OBI  
(March 31, 2013 – $63,256). At year end, $6,137 was receivable from OBI (March 31, 2013 - $3,693).

The Company earned interest of $24,165 for the year ended March 31, 2014 from OKI  
(March 31, 2013 - $18,074). At year end, a $225,000 note receivable was outstanding from OKI 
(March 31, 2013- $250,000), with all interest payments current.

The company recovered general & administrative and rent reimbursements from OTC of $86,956 
for the year ended March 31, 2014 (March 31, 2013 - $40,522). At year end, $6,848 was receivable 
from OTC (March 31, 2013 - $1,370).

The company recovered general & administrative and rent reimbursements from Exempt of 
$409,964 for the year ended March 31, 2014 (March 31, 2013 - $148,308). At year end, $111,576 
was receivable from Exempt (March 31, 2013 - $29,624).

MANAGEMENT DISCUSSION AND ANALYSIS
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The company recovered general & administrative and rent reimbursements from NEMA of $18,053 
for the year ended March 31, 2014 (March 31, 2013 - $4,204). At year end, $2,828 was receivable 
from NEMA (March 31, 2013 - $1,336).

The Company paid $26,797 for the year ended March 31, 2014 to OTC to manage its transfer and 
filing obligations and consulting services (March 31, 2013 - $20,753). The Company paid $42,565 
for the year ended March 31, 2014 to Olympia for operational costs (March 31, 2013 - $55,777). 
The Company paid $19,954 for the year ended March 31, 2014 to OBI for the management of  
its health insurance plan (March 31, 2013 - $2,557). At year end, $2,662 was payable to OTC 
(March 31, 2013 - $2,991) and $3,565 was payable to Olympia (March 31, 2013 - $4,293).

The Company paid royalties of $52,568 for the year ended March 31, 2014 to Eyelogic relating 
to Target’s controlled private companies (March 31, 2013 - $54,320). At year end, $28,120 was 
payable to Eyelogic (March 31, 2013 - $45,993).

Remuneration of $24,000 for the year ended March 31, 2014 was paid to Tarman, for providing the 
services of Rick Skauge as the Chief Executive Officer (March 31, 2013 - $24,000). 

A related party loan is due from IADC. At year end, $3,001,151 is receivable from IADC (March 31, 
2013 -$2,706,029). The loan is due on December 31, 2014. 

The company sold a total of 17,500 common shares of Olympia amounting to $691,250 based 
on the closing price on March 24, 2014 to Rick Skauge, CEO and Chairman upon the unanimous 
approval by Target’s independent directors (March 31, 2013 – nil). 

These transactions are in the normal course of operations and have been valued at the exchange 
amount, which is the amount of consideration established and agreed to by the related parties in 
written agreements.

Accounting Policies

On April 1, 2013, the Company adopted new standards with respect to consolidations (IFRS 10), joint 
arrangements (IFRS 11), disclosure of interests in other entities (IFRS 12) and fair value measurements 
(IFRS 13). The adoption of these standards had no impact on the amounts recorded in the financial 
statements as at April 1, 2013 and comparative periods.

Contingencies

Target was named as a defendant in a lawsuit relating to its investments in Harbour View  
Capital Inc. 

Target is of the view that all claims are entirely without merit and intends to vigorously defend the 
actions. All of the claims, potential claims and contingencies described above remain at an early 
stage and an estimate of the loss, which might be incurred, if any, cannot be determined.

MANAGEMENT DISCUSSION AND ANALYSIS
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