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Venture 

Algoma Value Algoma Integrity 

Algoma Vision 
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Algosar Algomarine 

Algosoo 

Peter R. Cresswell 

 

Algoma Navigator 
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Growing our position as the 
carrier of choice for bulk 
commodities in the Great Lakes – 
St. Lawrence Waterway to 
become a leader in Short Sea 
Shipping globally. 
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2016 AGM 
FINANCIAL REVIEW 
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Consolidated Revenues 

Presenter
Presentation Notes
As Ken indicated, fiscal 2015 began with a tough winter but our outlook at the beginning of the year was relatively positive. Over the course of the year our revenues were affected by slower grain traffic than we had expected, caused at least in part by backlogs at east coast elevators, and by a maintenance shutdown that affected our main iron and steel customer. We reported consolidated revenues of $413 million compared to $473 million for the prior year. 
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Segment Earnings 

Presenter
Presentation Notes
The drop in revenues is also reflected in lower segment earnings as we reported segment earnings of $27 million compared to a very strong $54 million in 2014. 
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Net Earnings 

Presenter
Presentation Notes
Net earnings of $26 million, or 66¢ per share compared to $53 million or $1.36 in 2015. 
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Earnings per Share 

Presenter
Presentation Notes
I should note that 2014 net income and EPS include a gain on the reversal of an asset impairment and 2015 earnings included a gain we realized from cancelling our Mingde shipbuilding contracts, so both years results contain some noise. Also, effective for the end of 2015, we announced our intent to sell our real estate portfolio and therefore classify that business unit as discontinued from that point forward. For 2015 our 66¢ of EPS included 12¢ from real estate as the division reported its best year ever. That compares to 10¢ for 2014. The decision to realize value from our real estate portfolio was a difficult one but we will be focused on shipping in the future and the proceeds from this sale will go to our shipping investments. From this point on I am going to focus on the results of our continuing operations.
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Domestic Dry-Bulk Revenue 

Presenter
Presentation Notes
DDB is our largest business unit, accounting for nearly ¾ of our revenues. We reported $300 million in 2015 compared to $337 for 2014. Part of this decrease relates to the change in the price of fuel, which has limited impact on our net income. Volumes in 2015 were essentially unchanged compared to 2014; however, our overall revenue days and effective rates were down as trade patterns changed. 
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Dry-Bulk Volumes 

Presenter
Presentation Notes
The drop in grains and iron ore volumes was offset by increases in stone and salt, but at lower overall rates. In fact, salt volumes were amongst the highest levels we have seen for that commodity in 2015. In light of some of the trading patterns we saw towards the end of 2015, we have taken a cautious outlook for 2016 volumes. Based on that, we took the decision to permanently retire 3 ships and put 2 more in cold lay-up at the end of the year. 
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Domestic Dry-Bulk EBITDA 

Presenter
Presentation Notes
EBITDA in the DDB segment is highly levered to revenues, and dropped from $51 million in 2014 to $25 million last year. The unfortunate delay and eventual cancellation of the Mingde ships means we have been forced to operate older, less profitable ships to meet our customer’s needs. This fact had a significant impact in 2015 and will continue us until 2017 and 2018 when the replacement vessels are delivered. 
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Tankers Revenue 

Presenter
Presentation Notes
Our tanker segment accounts for 18% of revenues and it too faced a challenging 2015. Reported revenues for the business were $75 million compared to $95 million in the prior year. It is important to note though that the prior revenue included chartered services on which we earn only a small margin. Nevertheless, Tankers was impacted by two significant issues in 2015. First, a major mechanical issue on one of the vessels took her out of service for a substantial period, necessitating chartering in replacement capacity. Second, late in the year and after considerable lag, Imperial Oil announced it sourcing decision for its east coast markets. Unfortunately for our utilization, their new suppliers delivers and as a result, at least for the time being, we find ourselves with excess capacity. We are working hard to find new customers to keep this ship busy and, in fact, transferred her to ocean service over the winter. 
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Tankers EBITDA 

Presenter
Presentation Notes
The combined impact of a ship out of service and the loss of the east coast volumes in the fourth quarter caused EBITDA for tankers to fall from $29 million to $25 million in 2015. It should be noted though that the impact of the east coast change will be much more significant in 2016 as we annualize that change.
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Ocean Dry-Bulk Revenue 

Presenter
Presentation Notes
For fiscal 2015 revenues from ocean dry-bulk, which includes only the revenues earned by our 2 -  100% owned ships was $39 million compared to $41 million the year before. The drop is mostly attributable to a dry-docking of one of our vessels. Cargo volumes for the pool are generally strong, although a reduction in time charters by the Pool did result in a drop in revenue for the Pool overall. These factors were partially offset by an increase in reported revenue caused by the stronger USD.
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Ocean Dry-Bulk EBITDA 

Presenter
Presentation Notes
EBITDA of $18 million this year compared to $19 million last year. Our segment EBITDA includes the contribution from our wholly owned vessels  as well as equity earnings from partially owned vessels in the Pool. 
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Capex by Business 

Presenter
Presentation Notes
Fleet renewal in our DDB unit returned as a dominant theme in 2015 as we signed a total of 7 new ship construction contracts. Five of these are for full sized 740 foot self-unloaders and these are essentially replacements for the cancelled Mingde ships.  Two were for smaller, 650 foot self- unloaders which will replace existing ships of that size. I like to describe these smaller ships as phase II of the Equinox program. During 2015 we invested $111 million in the DDB fleet. While most of this was instalments on these new ships, we also invested $33 million to buy the Algoma Integrity. The Integrity is serving temporarily in the DDB fleet but she is a full ocean class ship and will eventually join the ocean pool as a fifth Algoma entrant. At the end of 2015 we announced two large investments that were to occur to the first quarter. The largest of these was the acquisition of two ships in the ocean pool and a half interest in another resulting from the buy-out of one of our ocean pool partners. Also in Q1 we invested to buy a 50% interest in a newly created joint venture focused on cement product marine transportation. Neither of these investments is reflected on this graph. 
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Q1 Revenues 

Presenter
Presentation Notes
Earlier this morning we announced our results for the first quarter. Revenues for the quarter were $41 million, down from $44 million for 2015. Both DDB and Tankers are reporting lower revenues although is largely offset by better than a tripling of revenues in ocean dry-bulk, reflecting the deployment of our 2 new ships and having all four ships fully available to the Pool for the quarter. DDB softness reflects reduced salt shipments, the one downside for us of a milder winter. Tankers revenues are lower off reduced domestic volumes and reflecting the lower rates we earned in the replacement international trades.
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Q1 Net Income 

Presenter
Presentation Notes
Reported net losses of $7 million compares to $23 million last year; however, the 2016 loss is net of a $16 million gain resulting from the collection of 3 out of 4 of the outstanding Mingde contract refunds. The fourth and final contract is nearing the end of the arbitration process and we continue to be confident in the strength of our claim in that case.
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Q1 EPS 

Presenter
Presentation Notes
LPS of 17¢ compared to 59¢ in 2014 is also reflective of the impact of this unusual gain. Thank you.
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