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General

This Management’s Discussion and Analysis (“MD&A”) of the Company should be read in conjunction with its Interim Condensed Consolidated Financial 
Statements for the three months ended March 31, 2022, and 2021 and related notes thereto and has been prepared as at May 4, 2022. 

This MD&A has been prepared by reference to the disclosure requirements established under National Instrument 51-102 “Continuous Disclosure 
Obligations” of the Canadian Securities Administrators.  Additional information on the Company, including its 2021 Annual Information Form, is available 
on SEDAR's website at www.sedar.com or on the Company's website at www.algonet.com.

Business Profile

Algoma Central Corporation owns and operates the largest fleet of dry and liquid bulk carriers operating on the Great Lakes - St. Lawrence Waterway, 
including self-unloading dry-bulk carriers, gearless dry-bulk carriers and product tankers.  Algoma also owns ocean-going self-unloading dry-bulk vessels 
operating in international markets and a 50% interest in global joint ventures, which own a diversified portfolio of dry-bulk fleets operating internationally.  
In addition to its owned vessels, the Company provides operational management for four vessels; one owned by G3 Canada Limited and three by 
NovaAlgoma Cement Carriers ("NACC"), a related party. 

The Company reports the results of its operations for six business units or segments. The largest is the Domestic Dry-Bulk segment, which includes the 
Company’s 18 Canadian dry-bulk carriers.  This segment serves a wide variety of major industrial sectors, including iron and steel producers, aggregate 
producers, cement and building material producers, salt producers and agricultural product distributors.  

The Product Tanker fleet provides safe and reliable transportation of liquid petroleum products throughout the Great Lakes, St. Lawrence Seaway and 
Atlantic Canada regions. This business unit consists of seven double-hull product tankers employed in Canadian flag service. Domestic customers include 
major oil refiners, leading wholesale distributors, and large consumers of petroleum products. 

The Company’s international Ocean Self-Unloaders segment consists of eight ocean-going self-unloading vessels and a 50% interest in a ninth self-
unloader. The eight self-unloaders are part of the world's largest pool of ocean-going self-unloaders, which at the end of March 31, 2022 totalled 18 
vessels. 

The Global Short Sea Shipping segment, which consists of the Company's NovaAlgoma joint ventures, focuses on niche marine transportation markets 
featuring specialized equipment or services. The cement carrier fleet comprises pneumatic cement carriers servicing large global cement manufacturers 
that support infrastructure projects. The short sea mini-bulker fleet comprises owned ships, chartered vessels, and vessels operated under third party 
management contracts. The fleet supports the agricultural, cement, construction, energy and steel industries worldwide. The handy-size fleet is an 
opportunistic sales and purchase vessel platform. 

The Investment Properties segment consists of a shopping centre located in Sault Ste. Marie, Ontario that is currently held for sale.

The Corporate segment consists of the Company's head office expenditures, third party management services and other administrative functions of the 
Company. 

Impact of Seasonality on the Company

The nature of the Company's business is such that the earnings in the first quarter of each year are not indicative of the results for the other three quarters 
in the year.  Due to the closing of the canal system and the winter weather conditions on the Great Lakes - St. Lawrence Waterway, the majority of the 
Domestic Dry-Bulk fleet does not operate for most of the first quarter.  In addition, significant repair and maintenance costs are incurred in the first 
quarter to prepare the Domestic Dry-Bulk fleet for the upcoming navigation season.  As a result, first quarter revenues and earnings are significantly lower 
than those of the remaining quarters in the year. 

Important Information About This MD&A

The reporting currency used is the Canadian dollar and all amounts are reported in thousands of Canadian dollars, except for per share data, and unless 
otherwise noted. 

Forward-Looking Statements

Algoma Central Corporation’s public communications often include written or oral forward-looking statements.  Statements of this type are included in this 
document and may be included in other filings with Canadian securities regulators or in other communications.  All such statements are made pursuant to 
the safe harbour provisions of any applicable Canadian securities legislation.  Forward-looking statements may involve, but are not limited to, comments 
with respect to our objectives and priorities for 2022 and beyond, our strategies or future actions, our targets, expectations for our financial condition or 
share price and the results of or outlook for our operations or for the Canadian, U.S. and global economies.  The words "may", "will", "would", "should", 
"could", "expects", "plans", "intends", "trends", "indications", "anticipates", "believes", "estimates", "predicts", "likely" or "potential" or the negative or other 
variations of these words or other comparable words or phrases, are intended to identify forward-looking statements.

By their nature, forward-looking statements require us to make assumptions and are subject to inherent risks and uncertainties.  There is significant risk 
that predictions, forecasts, conclusions or projections will not prove to be accurate, that our assumptions may not be correct and that actual results may 
differ materially from such predictions, forecasts, conclusions or projections.  We caution readers of this document not to place undue reliance on our 
forward-looking statements as a number of factors could cause actual future results, conditions, actions or events to differ materially from the targets, 
expectations, estimates or intentions expressed in the forward-looking statements.

The future outcomes that relate to forward-looking statements may be influenced by many factors, including but not limited to: 

• the impact of climate change on markets served by our customers, including the impact of drought conditions on agricultural outputs and the 
impact of winter conditions on production and/or sale of certain commodities;

• the economic impact of COVID-19 in Canada, the U.S., and other global markets; 
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• general economic and market conditions in the countries in which we operate; 
• our success in securing contract renewals and maintaining existing freight rates with existing customers;
• our success in securing contracts with new customers at acceptable freight rates;
• evolving regulations focused on carbon emissions and ballast water treatment that could require capital investments and increase costs that 

may not be recoverable from revenues;
• our ability to attract and retain qualified employees;
• interest rate and currency value fluctuations;
• our ability to execute our strategic plans and to complete and integrate acquisitions; 
• critical accounting estimates; 
• operational and infrastructure risks, including on-going maintenance and operational reliability of the St. Lawrence Seaway and Welland Canal; 
• on-time and on-budget delivery of new ships from shipbuilders; 
• general political conditions; 
• labour relations with our unionized workforce; 
• the possible effects on our business of war or terrorist activities; 
• disruptions to public infrastructure, such as transportation, communications, power or water supply, including water levels;
• technological changes; 
• significant competition in the shipping industry and from other transportation providers; 
• reliance on partnering relationships; 
• appropriate maintenance and repair of our existing fleet by third-party contractors; 
• health and safety regulations that affect our operations can change and be onerous and the risk of safety incidents can affect results; 
• a change in applicable laws and regulations, including environmental regulations, could materially affect our results; 
• economic conditions may prevent us from realizing sufficient investment returns to fund our defined benefit plans at the required levels; 
• our ability to raise new equity and debt financing if required; 
• general weather conditions or natural disasters; 
• the seasonal nature of our business; and
• risks associated with the lease and ownership of real estate.

This should not be considered a complete list of all risks to which the Company may be subject from time to time. When relying on forward-looking 
statements to make decisions with respect to the Company, investors and others should carefully consider these factors, as well as other uncertainties and 
potential events and the inherent uncertainty of forward-looking statements.  

The Company does not undertake to update any forward-looking statements, whether written or oral, that may be made, from time to time, by the 
organization or on its behalf, except as required by law.  The forward-looking information contained in this document is presented for the purpose of 
assisting our shareholders in understanding our financial position as at and for the periods ended on the dates presented and our strategic priorities and 
objectives and may not be appropriate for other purposes.

For more information, please see the discussion of risks in the Company’s Annual Information Form for the year ended December 31, 2021, which outlines 
in detail certain key factors that may affect the Company’s future results. The Annual Information Form can be found on the Company's website at 
www.algonet.com and on SEDAR's website at www.sedar.com. 

Ocean Self-Unloaders 

Algoma participates in the world's largest pool of ocean-going self-unloaders (the "Pool"). The Pool’s commercial results reflect a pro-rata share of Pool 
revenue and voyage costs (in operating expenses) for the Company's eight 100% owned ships.  The costs incurred to operate these ships are recorded in 
operating expenses.  Earnings from partially owned ships operating in this sector are included in the Company's joint venture, Marbulk. Algoma does not 
incur selling expenses on ocean self-unloader business, but instead pays a commercial fee to the Pool manager, which is reflected as an operating 
expense. 

Global Short Sea Shipping 

Revenue from the Global Short Sea segment, in which we participate via joint ventures, is not included in the consolidated revenue figure. The Company's 
50% share of net earnings, adjusted for amortization arising from vessel purchase price allocation and intangibles, is included in net earnings of joint 
ventures in our consolidated earnings. 

Non-GAAP Measures

This MD&A uses several financial measures to assess its performance including earnings before interest, income taxes, depreciation, and amortization 
(EBITDA), free cash flow, return on equity, and adjusted performance measures. Some of these measures are not calculated in accordance with Generally 
Accepted Accounting Principles (GAAP), which are based on International Financial Reporting Standards (IFRS) as issued by the International Accounting 
Standards Board (IASB), are not defined by GAAP, and do not have standardized meanings that would ensure consistency and comparability among 
companies using these measures. From Management’s perspective, these non-GAAP measures are useful measures of performance as they provide 
readers with a better understanding of how management assesses performance. The non-GAAP measures that are used throughout this report are 
defined below and can also be referred to in the sections entitled EBITDA, Free Cash Flow, Select financial and operational performance and Adjusted 
performance measures. 

EBITDA 

EBITDA is not intended to represent cash flow from operations, and it should not be considered as an alternative to net earnings, cash flow from 
operations, or any other measure of performance prescribed by IFRS.  Management considers EBITDA to be a meaningful measure to assess its operating 
performance in addition to other IFRS measures.  It is included because Management believes it can be useful in measuring its ability to service debt, fund 
capital expenditures, expand its business and a metric that it is based on is used by credit providers in the financial covenants of the Company's senior 
secured long-term debt.
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Free Cash Flow 

Management believes that free cash flow is a useful measure of liquidity as it demonstrates the Company's ability to generate cash for debt obligations 
and for discretionary uses such as payments of dividends, investing activities and additions of property, plant, and equipment. The Company defines its 
free cash flow as cash from operating activities less debt service and capital required for maintenance of existing assets. 

Adjusted Performance Measures

Management assesses results on a reported and adjusted basis and considers both as useful measures of performance. Adjusted results remove items of 
note from reported results and are used to calculate the adjusted measures. Items of note include certain items of significance that arise from time-to-
time which Management believes are not reflective of underlying business performance. Management believes that adjusted measures provide the reader 
with a better understanding of how we assess underlying business performance and facilitate a more informed analysis of trends. 
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Select Financial and Operational Highlights

Financial Highlights

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Reported revenue $ 85,103 $ 77,599 $ 7,504 

Freight revenues(1)  113,046  105,137  7,909 

Operating loss  (26,611)  (29,393)  2,782 

Net loss  (19,571)  (22,416)  2,845 

Basic loss per share  (0.52)  (0.59)  0.07 

Diluted loss per share  (0.52)  (0.59)  0.07 

EBITDA(2)  (2,120)  (6,651)  4,531 

Free Cash Flow(3)  (15,948)  (1,293)  (14,655) 

March 31 December 31

As at 2022 2021 2022 vs. 2021

Common shares outstanding  37,800,943  37,800,943  — 

Total assets $ 1,176,306 $ 1,200,083 $ (23,777) 

Total long-term financial liabilities $ 389,497 $ 391,682 $ 2,185 

(1)
Freight revenues includes our 50% share of freight revenue from the Global Short Sea Shipping segment and excludes revenues from non-marine activities of the 
Company.

(2) See the section entitled Important Information About This MD&A - EBITDA for an explanation of this non-GAAP measure.

(3) See the section entitled Important Information About This MD&A - Free Cash Flow for an explanation of this non-GAAP measure. 

First Quarter 2022 Highlights 

During the 2022 first quarter, the majority of our domestic dry-bulk fleet was laid-up for the winter months as a result of the closing on the canal system 
and the weather conditions on the Great Lakes - St. Lawrence Seaway. We typically experience a loss during this period as a result of lower vessel 
utilization and higher spending on winter vessel maintenance and repairs. As a result of the current global events, higher fuel prices are driving higher fuel 
cost recoveries; this was most notably experienced in the Ocean Self-Unloader and Global Short Sea Shipping segments. Additionally, fewer dry-dockings 
and higher overall base freight rates resulted in positive results in the Ocean Self-Unloader segment. In the Global Short Sea shipping segment, a modest 
rate improvement in the cement carrier fleet and the addition of two vessels to the fleet drove higher returns. This was offset by slightly lower revenue in 
the mini-bulker fleet, which was attributable to fewer owned vessels this quarter compared to 2021 and no revenues from handy-size vessels in the 2022 
quarter. 

Operational Highlights 

The following table lists key measures of the Company's operating performance, for the purpose of measuring the efficiency and effectiveness of our 
operations. The operational highlights below relate only to our Domestic Dry-Bulk and Product Tanker segments. 

For the three months ended March 31 2022 2021

Total cargo carried (metric tonne)(1)  1,791,039  2,047,309 

Tonne-kilometre travelled(2)  1,344,693,861  1,517,864,321 

Vessel utilization(3) 

Domestic Dry-Bulk  85 %  89 %

Product Tankers  75 %  70 %

(1) Total quantity of cargo in metric tonnes transported during the period.

(2) Total cargo tonne-kilometres travelled in the period.  Calculated as cargo quantity multiplied by the distance in kilometres that the cargo quantity was transported.

(3) Total number of days that vessels operated expressed as a percentage of the total number of days that were available for vessels to operate based on a standard 
operating season. The standard season for Domestic Dry-Bulk excludes days on which the Welland Canal is closed.
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EBITDA 

The Company uses EBITDA as a measure of the cash generating capacity of its businesses.  The following table provides a reconciliation of net earnings in 
accordance with GAAP, to the non-GAAP EBITDA measure for the three months ended March 31, 2022, and 2021 and presented herein: 

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Net loss $ (19,571) $ (22,416) $ 2,845 

Adjustments to net loss:

Depreciation and amortization  16,745  17,493  (748) 

   Interest expense, net  4,974  5,290  (316) 

Other operating item  —  (300)  300 

   Foreign currency loss (gain)  607  (53)  660 

   Income tax recovery  (10,157)  (10,742)  585 

Joint ventures

   Interest expense  379  590  (211) 

   Foreign exchange gain  (85)  (157)  72 

Depreciation and amortization  4,809  3,777  1,032 

   Income tax expense  177  75  102 

Loss (gain) on disposal of vessels  2  (208)  210 

EBITDA(1) $ (2,120) $ (6,651) $ 4,531 

(1) Please refer to the section entitled Important Information About This MD&A for an explanation of this non-GAAP measure. 

Revenues

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Reported Revenue $ 85,103 $ 77,599 $ 7,504 

Freight revenues(1) $ 113,046 $ 105,137 $ 7,909 

Other revenues  2,158  2,334  (176) 

Total revenues $ 115,204 $ 107,471 $ 7,733 

Freight revenues

Domestic Dry-Bulk $ 24,588 $ 24,552 $ 36 

Product Tankers  18,036  18,217  (181) 

Ocean Self-Unloaders  40,321  32,496  7,825 

Global Short Sea Shipping(1)  30,101  29,872  229 

Investment Properties(1)  —  —  — 

Corporate(1)  —  —  — 

Total freight revenues $ 113,046 $ 105,137 $ 7,909 

(1)
Freight revenues include our 50% share of freight revenue from the Global Short Sea Shipping segment. The Investment Properties and Corporate segments do not 
generate freight revenue. 

• Freight markets in the Domestic Dry-Bulk segment are generally slower during the first quarter as a result of the closing of the canal system and 
winter weather conditions on the Great Lakes - St. Lawrence Seaway. Strong freight rates across several sectors partially offset the decline in 
overall volumes during the quarter. 

• The continuation of travel restrictions and uncertainties continued to impact demand for petroleum products in the first quarter of 2022, 
partially offset by higher fuel recovery charges. 

• Volumes in the Ocean Self-Unloader segment were primarily impacted by reduced demand across all sectors, offset by strong freight rates in 
the aggregate and gypsum sectors. Revenue improvements quarter-over-quarter were driven primarily by more on-hire days, reflecting fewer 
dry-dockings than in the first quarter of 2021. 

• During the 2022 first quarter, higher fuel cost recoveries and a steady rate improvement in the cement carrier fleet primarily drove the 
increased revenues. 
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Adjusted Performance Measures 

Management assesses results on a reported and adjusted basis and considers both as useful measures of performance. Adjusted results remove items of 
note from reported results and are used to calculate the adjusted measures noted below. Items of note include certain items of significance that arise 
from time to time which management believes are not reflective of underlying business performance. We believe that adjusted measures provide the 
reader with a better understanding of how management assesses underlying business performance and facilitates a more informed analysis of trends. 
Adjusted net loss below is net of income tax. These measures do not have any standardized meaning prescribed by GAAP and therefore, may not be 
comparable to similar measures presented by other companies. 

The following table provides a reconciliation of net loss and basic and diluted loss per share in accordance with GAAP, as reported for the three months 
ended March 31, 2022 and 2021, to the adjusted non-GAAP performance measures presented herein: 

For the three months ended March 31 2022 2021

Net loss $ (19,571) $ (22,416) 

Adjustments:  —  — 

Adjusted net loss $ (19,571) $ (22,416) 

Basic loss per share $ (0.52) $ (0.59) 

Impact of adjustments per share  —  — 

Adjusted basic loss per share $ (0.52) $ (0.59) 

Diluted loss per share $ (0.52) $ (0.59) 

Impact of adjustments per share  —  — 

Adjusted diluted loss per share $ (0.52) $ (0.59) 

• There were no adjustments during the three months ended March 31, 2022 and 2021. 

The following table provides a reconciliation of operating loss in accordance with GAAP, as reported for the three months ended March 31, 2022 and 2021, 
to the adjusted non-GAAP performance measures presented herein: 

For the three months ended March 31 2022 2021

Revenue $ 85,103 $ 77,599 

Operating loss $ (26,611) $ (29,393) 

Adjustments:  —  — 

Adjusted operating loss $ (26,611) $ (29,393) 

Profit margin  (31.27) %  (37.88) %

Impact of adjustments on profit margin  — %  — %

Adjusted profit margin  (31.27) %  (37.88) %

• There were no adjustments during the three months ended March 31, 2022 and 2021. 
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Domestic Dry-Bulk Segment 

Financial Performance 

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Revenue $ 24,588 $ 24,552 $ 36 

Operating expenses  (42,239)  (44,909)  2,670 

Selling, general and administrative  (2,994)  (2,944)  (50) 

Other operating item  —  300  (300) 

Depreciation and amortization  (6,575)  (6,685)  110 

Operating loss  (27,220)  (29,686)  2,466 

Income tax recovery  7,232  7,878  (646) 

Net loss $ (19,988) $ (21,808) $ 1,820 

Operational Performance 

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Volumes (metric tonnes)

Iron and steel  674  762  (88) 

Construction  —  40  (40) 

Agriculture  91  170  (79) 

Salt  607  761  (154) 

Total volumes  1,372  1,733  (361) 

Revenue Days  387  393  (6) 

Operating Days  453  453  — 

EBITDA 

The following table provides a reconciliation of net loss in accordance with GAAP to the non-GAAP EBITDA measure, as reported for the three months 
ended March 31, 2022 and 2021 and presented herein: 

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Net loss $ (19,988) $ (21,808) $ 1,820 

Adjustments to net loss:

Depreciation and amortization  6,575  6,685  (110) 

Income tax recovery  (7,232)  (7,878)  646 

Other operating item  —  (300)  300 

EBITDA(1) $ (20,645) $ (23,301) $ 2,656 

(1) Please refer to the section entitled Important Information About This MD&A for an explanation of this non-GAAP measure.

2022 First Quarter Overview

The slight increase in revenue in the Domestic Dry-Bulk segment was driven by increased fuel recoveries reflecting higher oil prices globally and other 
voyage cost recoveries offset by 21% lower overall volumes. Revenue days for the quarter were down only slightly compared to the prior year. 
 
Reduced winter maintenance spending this year compared to the previous year was partially offset by higher operating costs, particularly for supplies and 
repairs. Operating days were unchanged year over year. 

2022 Outlook

The impact of the drought in Western Canada is a significant factor in 2022. We currently expect reduced grain volumes, at least until the 2022 fall harvest. 
Reduced grain volumes will impact the efficiency of some of our trade routes in the spring and summer and we have adjusted the pace of our vessel fit-out 
schedule to match vessel capacity to customer demand. The impact on global markets of the Russian invasion of Ukraine is expected to extend to grain 
trade patterns, which could shift some grain shipments to Great Lakes routes. Other commodities may also be affected by changing global trading patterns 
and we are preparing to be as nimble as possible to respond to shifting customer requirements. Our overall outlook for the segment is not materially 
different than it was three months ago as we still expect the lack of winter carry-over grain volumes to be a key driver of vessel utilization.
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Product Tankers Segment 

Financial Performance 

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Revenue $ 18,036 $ 18,217 $ (181) 

Operating expenses  (15,116)  (13,452)  (1,664) 

Selling, general and administrative  (1,254)  (1,047)  (207) 

Depreciation and amortization  (3,225)  (3,494)  269 

Operating (loss) earnings  (1,559)  224  (1,783) 

Income tax recovery (expense)  412  (59)  471 

Net (loss) earnings $ (1,147) $ 165 $ (1,312) 

Operational Performance 

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Freight Revenue 

Petroleum products $ 18,036 $ 18,217 $ (181) 

Total volumes $ 18,036 $ 18,217 $ (181) 

Volume (metric tonnes)

Petroleum products  419  314  105 

Total volumes  419  314  105 

Revenue days (owned fleet)  380  411  (31) 

Operating days (owned fleet)  410  468  (58) 

EBITDA

The following table provides a reconciliation of net (loss) earnings in accordance with GAAP to the non-GAAP EBITDA measure, as reported for the three 
months ended March 31, 2022 and 2021 and presented herein: 

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Net (loss) earnings $ (1,147) $ 165 $ (1,312) 

Adjustments to net (loss) earnings:

Depreciation and amortization  3,225  3,494  269 

Income tax recovery (expense)  (412)  59  (471) 

EBITDA(1) $ 1,666 $ 3,718 $ (2,052) 

(1) Please refer to the section entitled Important Information About This MD&A for an explanation of this non-GAAP measure.

2022 First Quarter Overview 

A 7.5% reduction in revenue days as a result of lower customer demand was partially offset by the impact of higher fuel cost recoveries, resulting in a 1% 
decrease in revenues for the Product Tanker segment in 2022. 

Despite the 12% decrease in operating days, operating expenses rose in the 2022 quarter because of rising fuel prices and higher crew costs. 

Outlook

We expect Product Tanker utilization in 2022 to be similar to 2021 as our customers continue to recover from the impact that COVID-19 has had on the 
demand for wholesale petroleum products.  

ALGOMA CENTRAL CORPORATION 2022 MANAGEMENT'S DISCUSSION & ANALYSIS I  8



Ocean Self-Unloaders Segment

Financial Performance

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Annual foreign exchange rate average  1.2663  1.2666  (0.0003) 

Revenue $ 40,321 $ 32,496 $ 7,825 

Operating expenses  (27,328)  (21,419)  (5,909) 

Selling, general and administrative  (334)  (306)  (28) 

Depreciation and amortization  (6,551)  (6,402)  (149) 

Operating earnings  6,108  4,369  1,739 

Net (loss) earnings from investments in joint ventures  (36)  28  (64) 

Net earnings $ 6,072 $ 4,397 $ 1,675 

Operational Performance 

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Pool Volumes (metric tonnes)(1)

Gypsum  341  392  (51) 

Aggregates  900  1,052  (152) 

Coal  693  816  (123) 

Other  88  67  21 

Total volumes  2,022  2,327  (305) 

Revenue days  704  620  84 

Operating days  720  628  92 

Off-hire days for dry-docking  —  92  92 

(1) Pool volumes exclude volumes carried on vessels that were under time charter arrangements in the periods. 

EBITDA 

The following table provides a reconciliation of net earnings in accordance with GAAP to the non-GAAP EBITDA measure, as reported for the three months 
ended March 31, 2022 and 2021 and presented herein: 

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Net earnings $ 6,072 $ 4,397 $ 1,675 

Adjustments to net earnings:

Depreciation and amortization  6,551  6,402  149 

Joint Venture:

  Depreciation and amortization  178  180  (2) 

  Foreign exchange gain  —  (1)  1 

EBITDA(1) $ 12,801 $ 10,978 $ 1,823 

(1) Please refer to the section entitled Important Information About This MD&A for an explanation of this non-GAAP measure.

2022 First Quarter Overview

Revenue was higher in 2022 driven by higher fuel cost recoveries and a 14% increase in revenue days mainly due to fewer dry-dockings compared to the 
first quarter of 2021 when two vessels were dry-docked compared to none this year. Additionally, overall base freight rates were strong, most notably in 
the aggregates and gypsum sectors; this offset the impact of a 13% decrease in overall Pool volumes.

Operating costs were higher in the first quarter of 2022, driven by a 15% increase in operating days compared to the same period last year and increased 
global fuel prices. Operating days for 2021 reflects the impact of vessel dry-dockings last year.

Outlook

Vessel supply at the Pool level is fairly well balanced for the remainder of the year. We are not currently expecting much impact from the war in Ukraine on 
the Pool business, aside from the effect of oil prices. Two Algoma vessels have significant dry-dockings later in the year. We remain optimistic that cargo 
volumes will grow gradually. 
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Global Short Sea Shipping Segment

Financial Results Overview 

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Annual foreign exchange rate average  1.2663  1.2666  (0.0003) 

Revenue $ 60,202 $ 59,744 $ 458 

Operating expenses  (43,862)  (47,339)  3,477 

Selling, general and administrative  (1,358)  (1,836)  478 

Depreciation and amortization  (8,966)  (6,895)  (2,071) 

Operating earnings  6,016  3,674  2,342 

(Loss) gain on sale of vessels  (4)  415  (419) 

Interest expense  (757)  (1,180)  423 

Foreign exchange gain  169  312  (143) 

Earnings before undernoted  5,424  3,221  2,203 

Income tax expense  (354)  (150)  (204) 

Net earnings of joint ventures  1,207  267  940 

Net earnings attributable to non-controlling interest  (981)  (152)  (829) 

Net earnings $ 5,296 $ 3,186 $ 2,110 

Company share of net earnings above $ 2,648 $ 1,593 $ 1,055 

Amortization of vessel purchase price allocation and intangibles  (148)  (149)  1 

Company share included in net earnings from investments in joint ventures $ 2,500 $ 1,444 $ 1,056 

EBITDA 

The following table provides a reconciliation of net earnings in accordance with GAAP to the non-GAAP EBITDA measure, as reported for the three months 
ended March 31, 2022 and 2021 and presented herein:  

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Company share of net earnings from investments in joint ventures $ 2,500 $ 1,444 $ 1,056 

Adjustments to net earnings:

Depreciation and amortization  4,631  3,597  1,034 

Interest expense  379  590  (211) 

Income tax expense  177  75  102 

Foreign currency gain  (85)  (156)  71 

Loss (gain) on disposal of vessels  2  (208)  210 

Company share of EBITDA(1) $ 7,604 $ 5,342 $ 2,262 

(1) Please refer to the section entitled Important Information About This MD&A for an explanation of this non-GAAP measure.

2022 First Quarter Overview

Revenue was slightly higher during the first quarter of 2022 primarily driven by a 34% increase in revenue in the cement fleet, partially offset by lower 
revenue in mini-bulker and handy-size fleets. Higher fuel cost recoveries and a modest rate improvement were the primary drivers of the revenue increase 
in the cement fleet. Additionally, two vessels were added to the fleet during the quarter.  The cement sector increase was offset by slightly lower revenue in 
the mini-bulker fleet, which was attributable to fewer owned vessels this quarter compared to 2021 and no revenues from handy-size vessels in the 2022 
first quarter. This was partially offset by higher fuel cost recoveries and stronger mini-bulker freight rates year-over-year. We initially acquired the handy-
size vessels in order to participate in the active international sales and purchase market; during the first quarter of 2021 there were four vessels operating 
in the fleet compared to none this quarter.  

The decrease in operating costs in the first quarter of 2022 reflects the reduction in the handy-size fleet this year and the reduction of the number of 
owned vessels in the mini-bulker fleet. Offsetting the decrease were higher global fuel prices and a 52% increase in operating costs in the cement fleet as a 
result of higher dry-dock spending, particularly in our domestic cement fleet, and the addition of two vessels to the fleet. 

The increase to deprecation this quarter was a result of the addition of the two cement vessels. 

Our interest in our Northern European joint venture cement fleet increased by 25% in late 2021 bringing our share equity in the business to 50%, resulting 
in an increase in equity earnings at the joint venture level.  
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Outlook

We are anticipating solid charter rates for the next quarter, building a very strong first quarter market for the mini-bulker fleet, followed by gradual 
normalization for the remainder of 2022. This outlook could change rapidly if global markets slow appreciably. The cement sector is expected to remain 
steady for the 2022 season and we are expecting the third of three newly acquired cement carriers to be delivered in late June. Two handy-size bulk 
carriers will also  join the handy-size fleet later this year. 

Investment Properties Segment
Favourable/

(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Revenue $ 1,535 $ 1,593 $ (58) 

Operating expenses  (1,598)  (1,248)  (350) 

Depreciation  —  (643)  643 

Operating loss  (63)  (298)  235 

Income tax recovery  17  368  (351) 

Net (loss) earnings $ (46) $ 70 $ (116) 

The Company owns a shopping centre located in Sault Ste. Marie, Ontario. 

Corporate Segment
Favourable/

(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Revenue $ 623 $ 741 $ (118) 

Operating expenses  (277)  (261)  (16) 

Selling, general and administrative  (3,829)  (4,213)  384 

Depreciation  (394)  (269)  (125) 

Operating loss  (3,877)  (4,002)  125 

Foreign currency (loss) gain  (607)  53  (660) 

Interest expense, net  (4,974)  (5,290)  316 

Income tax recovery  2,496  2,555  (59) 

Net loss $ (6,962) $ (6,684) $ (278) 

The Corporate segment consists of revenue from management services provided to third parties, head office expenditures and other administrative 
expenses of the Company. Revenues are also generated from rental income provided by third party tenants in the Company's head office building. 
Operating expenses include the operating costs of that office building. 
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Consolidated 

Interest Expense 
Favourable/

(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Interest expense on borrowings $ 4,441 $ 4,839 $ 398 

Amortization of financing costs  402  385  (17) 

Interest on employee future benefits, net  214  363  149 

Interest capitalized on vessels under construction  (72)  (270)  (198) 

$ 4,985 $ 5,317 $ 332 

Foreign Currency (Loss) Gain

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

(Loss) gain on foreign denominated cash $ (607) $ 1 $ (608) 

Gain on foreign exchange forward contracts  —  52  (52) 

$ (607) $ 53 $ (660) 

Income Taxes 

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Combined federal and provincial statutory income tax rate  26.5 %  26.5 %  — %

Net loss before income tax and net earnings from investments in joint ventures $ (32,192) $ (34,630) $ 2,438 

Expected income tax recovery $ 8,531 $ 9,177 $ (646) 

Increase (decrease) in recovery resulting from:

Foreign tax rates different from Canadian statutory rate  1,617  1,152  465 

Effect of items that are non deductible  —  9  (9) 

Adjustments to prior period provision  —  410  (410) 

Other  9  (6)  15 

Actual tax recovery $ 10,157 $ 10,742 $ (585) 

 
Earnings from the Company’s foreign subsidiaries are taxed in jurisdictions which have nil income tax rates.  The Canadian statutory rate for the Company 
for both 2022 and 2021 was 26.5%.  Any variation in the effective income tax rate from the statutory income tax rate is due mainly to the lower income tax 
rates applicable to foreign subsidiaries, the effect of taxable and non-taxable items that may or may not be included in earnings and changes to income tax 
provisions related to prior periods. 

Actual tax recovery was $585 lower for the three months ended March 31, 2022 compared to the same period in 2021 as a result of an increase in earnings 
generated in our domestic segments where earnings are taxed. 

Contingencies 

For information on contingencies, please refer to Note 28 of the Consolidated Financial Statements for the years ending December 31, 2021 and 2020. 
There have been no significant changes in the items presented since December 31, 2021. 

Capital Resources 

The Company has cash on hand of $83,156 at March 31, 2022.  Available credit facilities along with projected cash from operations for 2022 are expected 
to be more than sufficient to meet the Company's planned operating and capital requirements and other contractual obligations for the year.

The Company maintains credit facilities that are reviewed periodically to determine if sufficient capital is available to meet current and anticipated needs. 
The Company's bank credit facility (the "Facility") expires December 10, 2023 and comprises a $75 million Canadian dollar and a $75 million U.S. dollar 
senior secured revolving bank credit facility provided by a syndicate of four banks.  The Facility bears interest at rates that are based on the Company’s 
ratio of net senior debt, as defined, to earnings before interest, taxes, depreciation and amortization and ranges from 185 to 315 basis points above 
bankers’ acceptance or LIBOR rates.  The Company has granted a general security agreement in favour of the senior secured lenders and has granted 
specific collateral mortgages covering the majority of its wholly owned vessels.  The Company’s real estate assets and certain vessels, including ones that 
are not wholly owned, are not directly encumbered under this Facility. 

The Company is subject to certain covenants under the terms of the Bank Facility and the Notes, including ones with respect to maintaining defined 
financial ratios and other conditions. As at March 31, 2022, the Company was in compliance with all of its covenants. 
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Transactions with Related Parties  

The Company's ultimate controlling party is The Honourable Henry N. R. Jackman, together with a trust created in 1969 by his father, Henry R. Jackman.

There were no transactions with related parties for the three months ended March 31, 2022.

Financial Condition, Liquidity and Capital Resources 

Cash Flows 

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Net cash (used in) generated from operating activities $ (8,709) $ 3,791 $ (12,500) 

Net cash used in investing activities  (9,728)  (6,875)  (2,853) 

Net cash used in financing activities  (6,570)  (46,168)  39,598 

Net change in cash  (25,007)  (49,252)  24,245 

Effects of exchange rate changes on cash held in foreign currencies  (779)  (1,582)  803 

Cash, beginning of period  108,942  103,910  5,032 

Cash, end of period $ 83,156 $ 53,076 $ 30,080 

Investing Activities    
           
Net cash used in investing activities increased during the first quarter of 2022 primarily as a result of additional investments made that were used for the 
acquisition of a vessel in our global short sea shipping joint venture. 

Financing Activities 

Net cash used in financing activities decreased during the first quarter of 2022 compared to the same period in 2021 driven primarily by the special 
dividend of $97,679 paid in January 2021.

Free Cash Flow

The following table provides a reconciliation of net cash generated from operating activities in accordance with GAAP to the non-GAAP free cash flow, as 
reported for the three months ended March 31, 2022 and 2021 and presented herein:

Favourable/
(Unfavourable)

For the three months ended March 31 2022 2021 2022 vs. 2021

Net cash (used in) generated from operating activities $ (8,709) $ 3,791 $ (12,500) 

Net debt service repayments  (315)  (750)  435 

Capital required for maintenance of existing assets  (6,924)  (4,334)  (2,590) 

Free cash flow(1) $ (15,948) $ (1,293) $ (14,655) 

(1) Please refer to the section entitled Important Information About This MD&A - Free Cash Flow for an explanation of this non-GAAP measure. 

• Cash flow is typically lower in the first quarter due to the closing of the canal system and the winter weather conditions on the Great Lakes - St. 
Lawrence Seaway. Additionally, operating costs are generally higher as a result of annual winter maintenance spending. 
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Normal Course Issuer Bid 

Effective March 21, 2022, the Company renewed its normal course issuer bid (the "2022 NCIB")  with the intention to purchase, through the facilities of the 
TSX, up to 1,890,047 of its Common Shares ("Shares") representing approximately 5% of the 37,800,943 Shares which were issued and outstanding as at 
the close of business on March 9, 2022 (the “NCIB”).  

Subject to prescribed exceptions, the Company is allowed to purchase up to 1,517 Common Shares on the TSX during any trading day, representing 
approximately 25% of the average daily trading volume of the shares on the TSX for the previous six calendar months, being 6,070 Shares. Any Shares 
purchased under the 2021 NCIB are cancelled. The Company did not purchase Shares under the 2021 NCIB. 

In conjunction with the renewal of the NCIB, Algoma entered into a new automatic share purchase plan (the “ASPP”) with a designated broker to allow for 
the purchase of its Shares under the NCIB at times when Algoma normally would not be active in the market due to applicable regulatory restrictions or 
internal trading black-out periods. Before the commencement of any particular internal trading black-out period, Algoma may, but is not required to, 
instruct its designated broker to make purchases of Shares under the NCIB during the ensuing black-out period in accordance with the terms of the ASPP. 
Such purchases will be determined by the broker in its sole discretion based on parameters established by Algoma prior to commencement of the 
applicable black-out period in accordance with the terms of the ASPP and applicable TSX rules. Outside of these black-out periods, Shares will continue to 
be purchasable by Algoma at its discretion under its NCIB.

The ASPP will commence on the Company’s behalf during any quarterly blackout period of the Company and will terminate on the earliest of the date on 
which: (a) the maximum annual purchase limit under the NCIB has been reached; (b) Algoma terminates the ASPP in accordance with its terms; or (c) the 
NCIB expires. The ASPP constitutes an “automatic securities purchase plan” under applicable Canadian securities laws.

Commitments 

The table below provides aggregate information about the Company's contractual obligations as at March 31, 2022 that affect the Company's liquidity and 
capital resource needs. 

2022 2023 2024 2025 2026
2027 and 

Beyond Total

Long-term debt $ 112 $ 5,197 $ 81,263 $ — $ — $ 311,691 $ 398,263 

Capital asset commitments  39,828  54,501  —  —  —  —  94,329 

Interest payments on long-term debt  16,375  16,248  14,023  11,857  11,857  85,673  156,033 

Employee future benefit special 
payments  1,089  —  —  —  —  —  1,089 

Leases  69  114  117  122  72  —  494 

$ 57,473 $ 76,060 $ 95,403 $ 11,979 $ 11,929 $ 397,364 $ 650,208 

Disclosure Controls and Procedures and Internal Controls over Financial Reporting

Disclosure Controls and Procedures

In accordance with the requirements of National Instrument 52-109 Certification of Disclosure in Issuer’s Annual and Interim Filings, the Company's 
management, including the Chief Executive Officer and the Chief Financial Officer, have evaluated the effectiveness of the Company’s disclosure controls 
and procedures as of March 31, 2022. Under the supervision of and with the participation of the Chief Executive Officer and the Chief Financial Officer, 
Management has concluded that the Company’s disclosure controls and procedures were effective as of March 31, 2022.

Internal Controls over Financial Reporting

The Company's management is responsible for designing, establishing and maintaining an adequate system of internal controls over financial reporting. 
The internal control system was designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes, in accordance with IFRS. Because of inherent limitations, internal controls over financial reporting may not prevent or 
detect all misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate 
because of changes in conditions, or that the degree of compliance with policies and procedures may deteriorate.

Management has used the criteria established in the 2013 Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations 
of the Treadway Commission to assess, with the participation of the Chief Executive Officer and Chief Financial Officer, the effectiveness of the Company’s 
internal controls over financial reporting.  Based on this assessment, Management has concluded that the Company's internal controls over financial 
reporting are operating effectively as of March 31, 2022.  

Changes in Internal Controls over Financial Reporting

During the period ended March 31, 2022, there have been no changes in the Company’s policies and procedures and other processes that comprise its 
internal control over financial reporting, that have materially affected, or are reasonably likely to materially affect, the Company’s internal control over 
financial reporting.

ALGOMA CENTRAL CORPORATION 2022 MANAGEMENT'S DISCUSSION & ANALYSIS I  14



2022

ALGOMA CENTRAL CORPORATION  
63 Church Street, Suite 600, St. Catharines, Ontario L2R 3C4 
(905) 687-7888 
www.algonet.com 

https://www.algonet.com/

	MDA
	Cover Quarter MDA
	TOC MDA - Q
	General
	Business Profile 
	Important Info
	Highlights
	Adjusted Performance Measures
	Domestic Dry Bulk 
	Product Tankers
	Ocean Self-Unloaders 
	Global Short Sea Shipping
	Investment Properties and Corporate
	Consolidated
	Contingencies
	Capital Resources
	Transactions with Related Parties
	Financial Condition, Liquidity and Capital Resources
	Normal Course Issuer Bid
	Commitments
	Internal Controls and Disclosure Controls over Financial Reporting




