




The following is a summary of certain information contained in this Offering Memorandum, and reference 
should be made to the more detailed and additional information contained elsewhere in this Offering 
Memorandum. 





*Preferred Shares were offered at a price of $0.95 per Preferred Share up to 
and including February 28, 2009.  A total of 1,607,888 Preferred Shares were 
issued at $0.95, which resulted in a total asset (cash) deficit of $80,394.40 
relative to a Net Asset Value per Preferred Share of $1.00.  The Company 
subsequently issued additional Common shares to generate sufficient 
additional assets (cash) to cure this deficit, thereby delivering a Net Asset 
Value per Preferred Share of $1.00.  To the extent Preferred Shares are 
redeemed at prices less than $1.00 over time, the difference (up to a maximum 
of $80,394.40) will be used to repurchase Common shares. 







The following terms appear throughout this Offering Memorandum.  Care should be taken to read each term 
in the context of the particular provision of this Offering Memorandum in which such term is used. 

Securities Act 

Mortgage Brokers Act 



Income Tax Act 







Business Corporations Act

Business Corporations Act 
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MOSAIC  

Mortgage Brokerage

Mortgage Brokers Act

Mortgage Brokers Act Mortgage 



Brokers Act

The Manager 

pro rated



Investment in Loans 



Investment Policies and Guidelines 



Source of Funding for Dividends   





Deployed

Deployed

Deployed
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Deployed
Deployed
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Deployed
Deployed
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The Company 









Dividends

pro rata

Business Corporations Act



Redemption Rights 



*Preferred Shares were offered at a price of $0.95 per Preferred Share up to and including 
February 28, 2009.  A total of 1,607,888 Preferred Shares were issued at $0.95, which resulted in 
a total asset (cash) deficit of $80,394.40 relative to a Net Asset Value per Preferred Share of $1.00.  
The Company subsequently issued additional Common shares to generate sufficient additional 
assets (cash) to cure this deficit, thereby delivering a Net Asset Value per Preferred Share of $1.00.  
To the extent Preferred Shares are redeemed at prices less than $1.00 over time, the difference (up 
to a maximum of $80,394.40) will be used to repurchase Common shares. 

Redemption of the Preferred Shares by a Preferred Shareholder 

pro rata



Redemption of the Preferred Shares by the Company 

 pro rata

Net Asset Value



Redemption Record

*As at July 5, 2018, redemption requests outstanding and payable within a year amount to $60,000 representing 60,000 
Preferred Shares. All previous redemption requests have been honoured by the Company. The source of funds used to honour 
redemption requests is cash available from operating activities, such as the repayment of mortgage loans, and/or financing 
activities, such as share subscription proceeds not yet invested in mortgage loans.  

Non-Voting 







National Housing Act





No Guaranteed Return 

Nature of Mortgage Backed Investments 

Conflicts of Interest 



Availability of Mortgage Investments 

Subordinate and Non-Conventional Financing 

Composition of Loan Portfolio  

Reliance on Management  

Potential Liability under Environmental Protection Legislation  



Marketability of Preferred Shares 

Redemption Matters

Tax Matters 

Other Activities of the Manager

Borrowing 





You should refer to the applicable provisions of the securities legislation for particulars of the rights or 
consult with a lawyer.  

You should consult your own legal advisers with respect to your rights and the remedies available to you. 
The rights discussed above are in addition to and without derogation from any other rights or remedies, 
which you may have at law.
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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of Redbricks Mortgage Investment Corp

We have audited the accompanying financial statements of Redbricks Mortgage 
Investment Corp, which comprise the statement of financial position as at February 28, 
2018, the statements of earnings and comprehensive income, changes in shareholders’ 
equity and cash flows for the year then ended, and notes, comprising a summary of 
significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with International Financial Reporting Standards, and for such 
internal control as management determines is necessary to enable the preparation of 
financial statements that are free from material misstatement, whether due to fraud or 
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our 
audit. We conducted our audit in accordance with Canadian generally accepted auditing 
standards. Those standards require that we comply with ethical requirements and plan 
and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on our 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, we 
consider internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity’s internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our audit opinion.
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Opinion

In our opinion, the financial statements present fairly, in all material respects, the 
financial position of Redbricks Mortgage Investment Corp. as at February 28, 2018, and 
its financial performance and its cash flows for the year then ended in accordance with 
International Financial Reporting Standards.

 

Chartered Professional Accountants

Vancouver, Canada
April 27, 2018
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REDBRICKS MORTGAGE INVESTMENT CORP.
Statements of Financial Position 

February 28, 2018, with comparative information for 2017

2018 2017

Assets
Current assets:

Cash $ 2,858,325 $ 11,992,636
Restricted cash 220,000 -
Mortgage investments (note 4) 24,372,914 13,359,260
Amounts receivable 35,395 -

27,486,634 25,351,896

Non-current assets:
Mortgage investments (note 4) 7,840,638 5,359,920
Deferred income taxes (note 5) 90,172 31,284

7,930,810 5,391,204

$ 35,417,444 $ 30,743,100

Liabilities and Shareholders' Equity
Current liabilities:

Accounts payable and accrued liabilities (note 6(a)) $ 298,247 $ 68,100
Deferred revenue (note 6(b)) 306,985 115,181
Redeemable preferred shares (note 7(c)) 2,313,865 962,202

2,919,097 1,145,483

Non-current liabilities:
Deferred revenue (note 6(b)) 26,986 5,143

2,946,083 1,150,626

Redeemable preferred shares (note 7(c)) 29,914,389 27,471,310

Shareholders' equity:
Common shares (note 7(b)) 8,583 8,583
Retained earnings 2,548,389 2,112,581

2,556,972 2,121,164

Commitments (note 8)

$ 35,417,444 $ 30,743,100

See accompanying notes to the financial statements.
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REDBRICKS MORTGAGE INVESTMENT CORP.
Statements of Earnings and Comprehensive Income

Year ended February 28, 2018, with comparative information for 2017

2018 2017

Revenues:
Mortgage interest (notes 4 and 6(b)) $ 2,931,128 $ 2,605,393
Commitment fee (note 6(b)) 215,972 269,902
Interest 73,121 60,811
Other income (note 6(b)) 35,795 17,370
Premium on share redemption (note 7(c)) 28,407 5,260

3,284,423 2,958,736

Expenses:
Management and incentive fees (note 6(a)) 656,885 582,692
General and administrative 49,063 57,798

705,948 640,490

Net earnings before income taxes 2,578,475 2,318,246

Income tax expense (recovery) (note 5) (58,888) 30,354

Net earnings before distributions on redeemable preferred shares 2,637,363 2,287,892

Distributions to redeemable preferred shareholders (note 7(c)) 2,201,555 2,067,240

Net earnings and comprehensive income $ 435,808 $ 220,652

See accompanying notes to the financial statements.
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REDBRICKS MORTGAGE INVESTMENT CORP.
Statements of Changes in Shareholders’ Equity

Year ended February 28, 2018, with comparative information for 2017

2018 2017

Common shares:
Opening balance $ 8,583 $ 8,583

Closing balance $ 8,583 $ 8,583

Retained earnings: 
Opening balance $ 2,112,581 $ 1,891,929
Net earnings and comprehensive income 435,808    220,652

Closing balance $ 2,548,389 $ 2,112,581

See accompanying notes to the financial statements.
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REDBRICKS MORTGAGE INVESTMENT CORP.
Statement of Cash Flows

Year ended February 28, 2018, with comparative information for 2017

2018 2017

Cash provided by (used in):

Operations:
Net earnings and comprehensive income $ 435,808 $ 220,652
Adjustments for items not affecting cash:

Reinvestment of distributions 1,370,900 1,331,648
Adjustment for mortgage interest (2,931,128) (2,605,393)
Income tax expense (recovery) (58,888) 30,354
Mortgage interest received 1,170,318 2,816,118
Premium on redemption of preferred shares (51,327) (31,758)

(64,317) 1,761,621
Changes in non-cash operating working capital:

Amounts receivable and prepaid expenses (35,395) -
Accounts payable and accrued liabilities 230,147 (23,501)
Deferred revenue 213,647 (116,747)

344,082 1,621,373

Financing:
Redemption of redeemable preferred shares (956,393) (263,443)
Proceeds from issuance of redeemable preferred shares 3,431,562 1,592,016

2,475,169 1,328,573

Investing:
Mortgage investment advances (21,800,722) (15,579,351)
Mortgage investment repayments 10,067,160 17,684,306
Restricted cash - trust liability (220,000) -

(11,953,562) 2,104,955

Net increase (decrease) in cash (9,134,311) 5,054,901

Cash, beginning of year 11,992,636 6,937,735

Cash, end of year $ 2,858,325 $ 11,992,636

See accompanying notes to the financial statements.



REDBRICKS MORTGAGE INVESTMENT CORP.
Notes to the Financial Statements 

Year ended February 28, 2018
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1. Reporting entity:

Redbricks Mortgage Investment Corp. (the “Company”) is a private company incorporated on 
March 11, 2008 pursuant to the laws of the province of British Columbia, Canada. The objective 
of the Company is to originate and manage long-term income generation through a portfolio of
interests in mortgages underwritten on real property developments. The Company qualifies as a 
mortgage investment corporation (“MIC”) under the Income Tax Act (Canada) and, as such, is 
able to make distributions to its shareholders on a pre-tax basis.

2. Basis of preparation:

(a) Statement of compliance:

These financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Boards 
(“IASB”). Significant accounting policies have been consistently applied in the preparation of 
the financial statements as set out in note 3.

(b) Basis of measurement:

The financial statement accounts have been prepared on a historical cost basis. The 
Company has no instruments classified as fair value through profit or loss (“FVTPL”).

(c) Functional and presentation currency: 

The financial statements are presented in Canadian dollars which is the Company’s 
functional currency. 

(d) Use of estimates:

The preparation of financial statements in conformity with IFRS requires management to 
make judgments, estimates and assumptions that affect the reported amounts of assets, 
liabilities, income and expenses. Actual amounts may differ from these estimates.

The most significant estimates that the Company is required to make relate to the 
assessment of impairment of the mortgage investments (notes 3(a) and 4). These estimates 
may include assumptions regarding local real estate market conditions, interest rates and the 
availability of credit, cost and terms of financing, the impact of present or future legislation 
and regulation, prior encumbrances and other factors affecting the investments and 
underlying security of the investments.

These assumptions are limited by the availability of reliable comparable data, economic 
uncertainty, ongoing geopolitical concerns and the uncertainty of predictions concerning 
future events. Accordingly, by their nature, estimates of impairment are subjective and do not 
necessarily result in precise determinations. Should the underlying assumptions change, the 
estimated fair value could vary by a material amount.



REDBRICKS MORTGAGE INVESTMENT CORP.
Notes to the Financial Statements 

Year ended February 28, 2018
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3. Significant accounting policies:

(a) Financial Instruments:

(i) Recognition and measurement:

The Company initially recognizes loans and receivables and financial liabilities on the 
date they are originated. All other financial instruments, including those designated at fair 
value through profit or loss (“FVTPL”), are recognized initially on the trade date at which 
the Company becomes a party to the contractual provisions of the instrument.

The Company derecognizes a financial asset when the contractual rights to the cash 
flows from the asset expire, or it transfers the rights to receive the contractual cash flows 
on the financial asset in a transaction in which substantially all the risks and rewards of 
ownership of the financial asset are transferred. Any interest in transferred financial 
assets that is created or retained by the Company is recognized as a separate asset or 
liability. The Company derecognizes a financial liability when its contractual obligations 
are discharged, cancelled or expire.

Financial assets and liabilities are offset and the net amount presented in the statement 
of financial position only when the Company has a legal right to offset the amounts and 
intends either to settle on a net basis or to realize the asset and settle the liability 
simultaneously.

(A) Loans and receivables:

Loans and receivables are financial assets with fixed or determinable payments that 
are not quoted in an active market. Such assets are recognized initially at fair value 
plus any directly attributable transaction costs. Subsequent to initial recognition loans 
and receivables are measured at amortized cost using the effective interest method, 
less any impairment losses. The Company has designated mortgage investments as 
loans and receivables.

(B) Financial liabilities:

The Company initially recognizes financial liabilities on the date at which the 
Company becomes a party to the contractual provisions of the instrument.

The Company derecognizes a financial liability when its contractual obligations are 
discharged, cancelled or expire.

Such financial liabilities are recognized initially at fair value plus any directly 
attributable transaction costs. Subsequent to initial recognition these financial 
liabilities are measured at amortized cost using the effective interest method.

The Company’s financial liabilities consist of accounts payable and accrued liabilities 
and redeemable preferred shares.



REDBRICKS MORTGAGE INVESTMENT CORP.
Notes to the Financial Statements 

Year ended February 28, 2018
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3. Significant accounting policies (continued):

(a) Financial Instruments (continued):

(i) Recognition and measurement (continued):

(C) Impairment of financial assets:

Financial assets are assessed at each reporting date to determine whether there is 
objective evidence of impairment. A financial asset is impaired if objective evidence 
indicates that a loss event has occurred after the initial recognition of an asset, and 
that the loss event had a negative effect on the estimated future cash flows of that 
asset that can be estimated reliably.

Objective evidence that financial assets are impaired can include significant financial 
difficulty of the borrower or issuer, default or delinquency by a borrower, restructuring 
of an amount due to the Company on terms that the Company would not otherwise 
consider, indications that a borrower or issuer will enter bankruptcy, or other 
observable data relating to a group of assets such as adverse changes in the 
payment status of borrowers or issuers in the group, or economic conditions that 
correlate with defaults in the group.

The Company considers evidence of impairment for mortgages receivable at a 
specific mortgage level. All individually significant mortgages receivable are assessed 
for specific impairment on a regular basis.

An impairment loss is calculated as the difference between an asset’s carrying 
amount and the present value of the estimated future cash flows discounted at the 
asset's original effective interest rate. Losses are recognized in the statement of 
earnings and comprehensive income and reflected in an allowance account against 
the mortgage investments. Interest on the impaired asset continues to be recognized 
through the unwinding of the discount if it is considered collectible. When a 
subsequent event causes the amount of impairment loss to decrease, the decrease 
in impairment loss is reversed through profit or loss.



REDBRICKS MORTGAGE INVESTMENT CORP.
Notes to the Financial Statements 

Year ended February 28, 2018
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3. Significant accounting policies (continued):

(b) Revenue recognition:

Interest income, for all interest bearing financial instruments, is recognized using the effective 
interest method. The effective interest rate is the rate that exactly discounts the estimated 
future cash receipts through the expected life of the financial asset (or, where appropriate, a 
shorter period) to the carrying amount of the financial asset. When calculating the effective 
interest rate, the Company estimates future cash flows considering all contractual terms of 
the financial instrument, but not future credit losses.

The calculation of the effective interest method includes all fees and costs paid or received 
that are an integral part of the effective interest rate. Transaction costs include incremental 
costs that are directly attributable to the acquisition of a financial asset.

Mortgage interest presented in the statement of earnings and comprehensive income 
represents interest on mortgage investments measured at amortized cost, calculated on an 
effective interest basis.

Commitment and extension fees received are recognized using the effective interest method 
when such fees are integral to the effective interest rate on the related financial instrument.

Other fees, including discharge fees, are recognized as the related services are performed.

(c) Income taxes:

The Company is considered a mortgage investment corporation (“MIC”) under the Income 
Tax Act (Canada). As such, the Company is entitled to deduct, from its taxable income,
distributions paid to shareholders during the year, or within 90 days of the end of the year, to 
the extent the distributions were not deducted previously. The Company intends to maintain 
its status as a MIC and intends to make sufficient distributions in the year and in future years 
to ensure that the Company is not subject to income taxes payable.

Current tax is the expected tax payable or receivable on the taxable income or loss for the 
year using tax rates enacted or substantively enacted at the reporting date, and any 
adjustment to tax payable or receivable in respect of previous years.

Deferred income tax is recognized using the liability method based on the temporary 
differences between the tax bases of assets and liabilities and their carrying amounts in the
financial statements.

A deferred tax asset is recognized for unused tax losses, tax credits and deductible 
temporary differences, to the extent that it is probable that future taxable profits will be 
available against which they can be utilized.

Deferred tax assets are measured at the tax rates that are expected to apply to the year 
when the asset is realized, based on the tax rates and laws that have been enacted or 
substantively enacted at the balance sheet date.



REDBRICKS MORTGAGE INVESTMENT CORP.
Notes to the Financial Statements 

Year ended February 28, 2018
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3. Significant accounting policies (continued):

(d) Share capital: 

Common shares are classified as equity. Incremental costs directly attributable to the issue of 
common shares are recognized as a deduction from equity. 

Redeemable preferred shares are classified as a liability, as they are redeemable at the 
option of the holder (note 7(c)).

(e) New Accounting standards not yet adopted:

(i) IFRS 9 - Financial Instruments:

In November 2009, the IASB issued IFRS 9, Financial Instruments which will replace 
IAS 39, Financial Instruments: Recognition and Measurement. IFRS 9 consists of three 
separate phases, which include classification and measurement of financial assets and 
liabilities, impairment of financial assets and hedge accounting. IFRS 9 uses a single 
approach to determine whether a financial asset is measured at amortized cost or fair 
value, replacing the multiple rules in IAS 39. The approach in IFRS 9 is based on how an 
entity manages its financial instruments in the context of its business model and the 
contractual cash flow characteristics of the financial assets. The new standard also 
requires a single impairment method to be used, replacing the multiple impairment 
methods in IAS 39. The Company plans to adopt IFRS 9 in its financial statements for the 
annual period beginning March 1, 2018. Management believes the adoption of IFRS 9 
will not have a material impact on the financial statements.

(ii) IFRS 15 – Revenue from Contracts with Customers:

In May 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers
(“IFRS 15”). The new standard provides a comprehensive five-step revenue recognition 
model for all contracts with customers. The new standard will supersede IAS 18 
Revenues, IAS 11 Construction Contracts and related interpretations. The Company 
plans to adopt IFRS 15 in its financial statements for the annual period beginning March 
1, 2018. Management believes the adoption of IFRS 15 will not have a material impact on 
the financial statements.



REDBRICKS MORTGAGE INVESTMENT CORP.
Notes to the Financial Statements 

Year ended February 28, 2018
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4. Mortgage investments:

Mortgage investments are summarized as follows:

Borrower
Interest 

rate Maturity 2018 2017

Mosaic Seaside Master LP 13.50% Feb 2019 $     6,925,000 $                  -

Mosaic Murray Master LP 13.50% Mar 2019 3,464,400 -

Mosaic Upper Victoria LP &  
     Mosaic Lower Victoria LP

13.50% Sep 2018 3,208,500 3,811,684

Mosaic Baycrest LP 13.50% Mar 2018 2,765,351 2,765,351

Mosaic Fraser LP 13.50% Sep 2018 2,728,000 -

Mosaic Arthur LP 13.50% Mar 2019 2,066,000 -

Mosaic 57A Ave LP 13.50% Nov 2018 1,651,000 -

Mosaic Parker LP 13.50% Mar 2019 1,596,000 -

Mosaic Livingstone LP 13.50% Feb 2019 1,545,000 -

Mosaic Guildford North LP 13.50% Nov 2018 1,535,322 -

Mosaic DRF Seven LP 10.00% Aug 2018 1,058,400 1,058,400

Mosaic DRF Eight LP 13.50% Apr 2018 714,624 2,178,600

Mosaic Allison LP 13.50% Feb 2020 290,000 -

Mosaic Yukon LP 4.15%   Aug 2017 - 8,000,000

Total 29,547,597 17,814,035

Accrued mortgage interest 2,665,955 905,145

Total mortgage investments $  32,213,552 $ 18,719,180

Classified as:
Current $  24,372,914 $ 13,359,260
Non-current 7,840,638 5,359,920

Total mortgage investments $  32,213,552 $ 18,719,180

During the year ended February 28, 2018, the Company advanced $21,800,722 for nine
mortgage investments (2017 - $15,579,351 for five mortgage investments).

Principal and interest repaid during the period was $10,067,160 (2017 - $17,684,306) and 
$1,170,318 (2017 - $2,816,118) respectively.



REDBRICKS MORTGAGE INVESTMENT CORP.
Notes to the Financial Statements 

Year ended February 28, 2018
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4. Mortgage investments (continued):

The mortgage investments held by the Company are all advanced to related entities, by way of
common control.

Mortgage investments are secured against the properties being developed, a general security 
agreement over all non-realty assets of the related entity and a general assignment of income of 
the related entity, which are either first or subordinated charges. As at February 28, 2018, 
$32,213,552 (2017 - $10,719,180) of the mortgage investments are secured by a subordinated 
charge and nil (2017 - $8,000,000) are secured by a first charge.

All mortgages can be extended by up to six months beyond their term subject to the payment of a 
monthly extension fee equal to 0.1% of the balance outstanding provided interest is kept current, 
and are repayable from the net sales proceeds of the properties being developed by the borrower 
or from take-out financing. As at February 28, 2018, the Mosaic DRF Seven LP mortgage 
investment had been extended one month.

On January 12, 2018, the Mosaic Upper Victoria LP & Mosaic Lower Victoria LP mortgage was 
extended for an additional eight month term.

5. Income taxes:

The Company intends to distribute all of its taxable earnings to its shareholders within the 90 
days subsequent to its year end. Therefore, income taxes consist of deferred income tax 
expenses or recoveries, which result from differences between accounting income and income for 
tax purposes due to the timing of revenue recognition related to commitment fees and share 
redemption premiums. The difference between accounting and tax income gives rise to a 
deferred income tax asset of $90,172 (2017 - $31,284).

6. Related party transactions and balances:

During the year ended February 28, 2018, the Company recorded the following related party 
transactions:

(a) Management fees of $656,885 (2017 - $582,692) were charged by Gryphon Capital 
Management Ltd. (the “Manager”), an entity under common control (note 8(a)). As at 
February 28, 2018, accounts payable and accrued liabilities include $72,538 relating to 
management fees (2017 - $50,563).

(b) Mortgage interest of $2,931,128 (2017 - $2,605,393), discharge fees of $6,400 (2017 -
$12,950), commitment fees of $215,972 (2017 - $269,902) and extension fees of $29,395
(2017 - $4,420) were earned from entities under common control with the Company. As at 
February 28, 2018, $282,465 of commitment fees received were recorded as deferred
revenue (2017 - $91,737).

These transactions are in the normal course of operations and are measured at the exchange 
amount, which is the amount of consideration established and agreed to by the related parties.
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Notes to the Financial Statements 

Year ended February 28, 2018
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7. Share capital:

(a) Authorized:

Unlimited number of common shares without par value
Unlimited number of preferred shares without par value

(b) Shareholders’ equity:

2018 2017

Common shares 6,004 (2017 - 6,004) $ 6,004 $ 6,004
Paid-up capital 2,579 2,579

$ 8,583 $ 8,583

The paid-up capital of the Company was advanced to fund the redemption of preferred 
shares at a price higher than their issue price.

(c) Redeemable preferred shares:

2018 2017
Number Number

of shares Amount of shares Amount

Opening balance 28,462,099 $ 28,433,512 25,807,138 $ 25,805,049
Issued 4,802,462 4,802,462 2,923,664 2,923,664
Redeemed (984,800) (984,800) (268,703) (268,703)
Increase in unearned premium
  on share redemption - (22,920) - (26,498)

32,279,761 $ 32,228,254 28,462,099 $ 28,433,512

On January 29, 2009, the Company issued an offering memorandum to issue up to 
20,000,000 non-voting redeemable preferred shares at a price of $0.95 per share up to and 
including February 28, 2009. The preferred shares are redeemable at the option of the holder 
or at the option of the Company at a redemption price equal to the lesser of the net assets 
fair market value per preferred share and:

(i) $0.95 at any time up to the first anniversary of the investment;

(ii) $0.96 at any time after the first anniversary of the investment and up to the second 
anniversary;

(iii) $0.97 at any time after the second anniversary of the investment and up to the third 
anniversary;

(iv) $0.98 at any time after the third anniversary of the investment and up to the fourth 
anniversary;

(v) $0.99 at any time after the fourth anniversary of the investment and up to the fifth 
anniversary; and
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Notes to the Financial Statements 

Year ended February 28, 2018
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7. Share capital (continued):

(c) Redeemable preferred shares (continued):

(vi) $1.00 at any time after the fifth anniversary of the investment.

Subsequent offering memorandums offered preferred shares at $1.00 per share. On 
January 1, 2015, the Company issued an offering memorandum to issue up to 25,000,000
non-voting redeemable preferred shares.  On January 25, 2017, the Company issued an 
offering memorandum to issue up to 50,000,000 non-voting redeemable preferred shares. 

A maximum of 10% of the preferred shares then issued and outstanding can be redeemed in 
any given fiscal year, subject to the Company having sufficient cash to exercise such
redemption. The Company will pay redemptions once per year on a date that is no later than 
90 days after the fiscal year end of the Company.

The Company intends to distribute all of its net earnings and net realized capital gains, if any, 
to the preferred shareholders. Distributions are payable annually in arrears on or before the 
90th day following year end.

During the year ended February 28, 2018, the Company issued 4,802,462 (2017 - 2,923,664)
redeemable preferred shares at $1.00 per share for total proceeds of $4,802,462 (2017 -
$2,923,664). Of the shares issued, 1,370,900 (2017 - 1,331,648) related to dividend 
distributions of $1,370,900 (2017 - $1,331,648) reinvested in preferred shares at $1.00 per 
share.

As at February 28, 2018, redemption requests of $2,313,865 (2017 - $962,202), representing 
2,365,371 preferred shares (2017 - 990,789), has been classified as a current liability. The 
premium of $51,506 (2017 - $28,587) to be charged relating to the early share redemption 
has been classified as deferred revenue.

8. Commitments:

The Company does not have and does not expect to have any employees.  In order to obtain 
ongoing administrative and management services, the Company has entered into a management 
agreement, expiring February 2022, with the Manager, to manage and oversee the Company’s 
day-to-day operations.  Effective March 1, 2017, the Company has committed to paying the 
Manager an annual management fee equal to 20% of the Company’s revenue, determined in 
accordance with generally accepted accounting principles, in monthly installments (note 6(a)).

Prior to March 1, 2017, the Company was committed to paying the Manager an annual 
management fee equal to 2% of the total assets of the Company in monthly instalments; and an 
annual incentive fee equal to 25% of the balance of distributable income after a minimum annual 
non-compounded return of 9% was paid to the preferred shareholders. 
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9. Fair value of financial instruments:

The Company’s financial instruments consist of cash, mortgage investments, accounts payable 
and accrued liabilities and redeemable preferred shares. Cash is carried at fair value.

Fair value hierarchy:

Financial instruments measured at fair value are categorized into one of the three hierarchy 
levels. Each level is based on the transparency of the inputs used to measure that fair value of 
the assets or liabilities:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2: inputs other that quoted prices included within Level 1 that are observable for the asset 
or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices); and

Level 3: inputs for the asset or liability that are not based on observable market data 
(unobservable inputs).

The fair value of mortgage investments and accounts payable and accrued liabilities approximate 
their carrying values because of the short-term nature. The fair value of redeemable preferred
shares cannot be reliably measured as they are not publicly traded.

The Company’s financial assets and liabilities, which are measured at amortized cost, are 
considered Level 2, because while observable prices are available, they are not quoted in an 
active market. There has been no movement between levels for the year ended 2018.

10. Risk management:

(a) Interest rate risk:

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. The Company is not exposed to 
interest rate risk as the interest income generated from all of the mortgage investments at 
February 28, 2018 is fixed at rates ranging between 10.0% and 13.5%, and the Company has 
no interest bearing liabilities.

(b) Credit risk:

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a 
financial instrument fails to meet its contractual obligation. The maximum exposure to credit 
risk is the full carrying value of the financial instrument.

The Company is exposed to a concentration of credit risk as the mortgage investments are 
due from entities under common control.  In addition, the mortgage to Mosaic Seaside Master 
LP comprises approximately 24% of the mortgage portfolio. Such concentration of credit risk 
is mitigated by the subordinated charges against the properties and other collateral held.
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10. Risk management (continued):

(c) Liquidity risk:

Liquidity risk is the risk the Company will not be able to meet its financial obligations as they 
are due. The Company manages liquidity by ensuring, as far as possible, that it will have 
sufficient liquidity under both normal and stressed conditions. The Manager prepares an 
annual budget and cash flow forecasts to ensure that the Company can meet its obligations.

(d) Capital risk management:

The Company's primary objective when managing capital is to carry out its objectives, 
including long-term income generation, in order to provide returns for shareholders.

The Company includes the redeemable preferred shares and equity, comprising issued 
common shares and retained earnings, in the definition of capital. The Company is not 
subject to externally imposed capital requirements and there has been no change with 
respect to the overall capital management strategy.
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