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No

Class “B” preferred shares (the “Preferred Shares”)

$10.00 per Preferred Share

There is no minimum. You may be the only purchaser.

1,500,000 Preferred Shares ($15,000,000)

Funds available under the Offering may not be sufficient to accomplish our proposed objectives.

The minimum amount a Subscriber must invest is $10,000 with a maximum amount per Subscriber
only in limits as permitted pursuant to the Tax Act (as defined herein); the minimum subsequent
investment amount per Subscriber is restricted to 500 Preferred Shares ($5,000). The Corporation may
accept other amounts in its sole discretion.

Direct deposit, certified cheque, money order or bank draft payable to “RESCO Mortgage Investment
Corporation”

This is a continuous offering. Closings will take place periodically at the Corporation’s discretion.

There are important tax consequences to these securities. See Item 7 - “Income Tax Consequences and
RRSP Eligibility”.

A person has received or will receive compensation for the sale of securities under this Offering. See
Item 8 — “Compensation paid to Sellers and Finders”.

You will be restricted from selling your securities for an indefinite period. See Item 11 — “Resale Restrictions”.

Conditions on Repurchases

You have a right to require the Corporation to repurchase the Preferred Shares from you, but this right is qualified by a specified price,
restrictions and fees. You might not receive the amount of proceeds that you want. See Item 5 — “Securities Offered — Term of Securities”.

Purchaser’s Rights

You have two (2) business days to cancel your agreement to purchase these securities. If there is a misrepresentation in this Offering
Memorandum, you have a right to damages or to cancel the agreement. See Item 12 - “Purchasers’ Rights”. The Preferred Shares are
offered for sale within the Provinces of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, New Brunswick, Nova Scotia and
Prince Edward Island pursuant to exemptions from the prospectus requirements contained in NI 45-106 and the Securities Act (Ontario).

No securities regulatory authority or regulator has assessed the merits of these securities or reviewed this Offering
Memorandum. Any representation to the contrary is an offence. This is a risky investment. See Item 9 - “Risk Factors”.
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ABOUT THIS OFFERING MEMORANDUM

No action has been or will be taken to permit a public offering of the Preferred Shares in any jurisdiction
where action would be required to be taken for such purpose. Accordingly, the distribution or circulation of this
Offering Memorandum and the offering and sale of the Preferred Shares may be restricted by law in certain
jurisdictions. This Offering Memorandum does not constitute, and may not be used for or in conjunction with, an offer
or solicitation by anyone in any jurisdiction or in any circumstances in which such offer or solicitation is not authorized
or to any person to whom it is unlawful to make such an offer or solicitation. Persons into whose possession this
Offering Memorandum may come are directed to inform themselves of and observe such restrictions and all legal
requirements of their respective jurisdictions of residence in respect of the acquisition, holding and disposition of the
Preferred Shares.

The Preferred Shares will be issued only on the basis of information contained in this Offering Memorandum,
including any Marketing Materials, and provided by the Corporation, and no other information or representation has
been authorized or may be relied upon as having been authorized by the Corporation. Any subscription for the
Preferred Shares made by any person on the basis of statements or representations not contained in this Offering
Memorandum or so provided, or inconsistent with the information contained herein or therein, shall be solely at the
risk of such person. Neither the delivery of this Offering Memorandum at any time nor any sale of any of the Preferred
Shares made hereunder shall, under any circumstances, constitute a representation or create any implication that there
has been no change in the business and affairs of the Corporation since the date hereof or that the information contained
herein is correct as of any time subsequent to the date hereof.

Prospective investors should thoroughly review this Offering Memorandum and are advised to consult with
their own legal, investment, accounting, and tax advisors concerning this investment.

All references to “dollars” or “$” herein, unless otherwise stated, refer to Canadian currency.

RISKY INVESTMENT

There is not or may not be a market for you to sell your investment and there is no assurance that you will be
able to find a buyer for this investment at a later date.

This investment is speculative and involves a high degree of risk. Investors should be aware that this
investment has not only the usual risks associated with the financial ability of the Issuer to make cash distributions
but also risks associated with purchasing, developing and selling of real estate.

There is a risk that this investment will be lost entirely or in part. Only investors who do not require immediate
liquidity of their investment and who can afford the loss of their entire investment should consider this investment.

CONFIDENTIALITY

This Offering Memorandum is confidential and has been prepared solely for delivery to and review by
selected prospective purchasers of the Preferred Shares. This copy of the Offering Memorandum is personal to the
person to whom it is delivered and does not constitute an offer to any other person or to the public generally to
subscribe for or otherwise acquire any of the Preferred Shares. Distribution of this Offering Memorandum to any
person other than the person to whom it is delivered and those persons, if any, retained to advise such person with
respect hereto is unauthorized, and any disclosure of any of its contents without the prior written consent of the
Corporation is prohibited. Each prospective purchaser, by accepting delivery of this Offering Memorandum, agrees
to the foregoing and undertakes to make no photocopies of or to otherwise reproduce, in whole or in part, this Offering
Memorandum or any documents relating thereto and, if such prospective purchaser does not purchase any of the
Preferred Shares or the Offering is terminated, to return promptly this Offering Memorandum and all such documents
to the Corporation, if so requested by the Corporation.



APPENDICES
The following appendices are attached to and form part of this Offering Memorandum:

Appendix “1” - Form of Subscription Agreement

MARKETING MATERIALS
All marketing materials related to each distribution under this Offering Memorandum which are delivered or

made reasonably available to a prospective purchaser before the termination of the distribution (“Marketing
Materials™) are incorporated into and form part of this Offering Memorandum.

NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain information in this Offering Memorandum is “forward-looking information” within the meaning of
applicable securities laws. Often, but not always, forward-looking information can be identified by the use of words

CEINNT3

or phrases such as: “expects”, “does not expect” or “is expected”, “anticipates” or “does not anticipate”, “plans” or

EEENT3

“planned”, “estimates” or “estimated”, “projects” or “projected”, “forecasts” or “forecasted”, “believes”, “intends”,

CEINNT3

“likely”, “possible”, “probable”, “scheduled”, “positioned”, “goal”, “objective” or states that certain actions, events
or results “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved. In particular, this Offering
Memorandum contains forward-looking information pertaining to the following:

o estimated Offering costs and commissions payable;

e the Corporation’s use of proceeds from the Offering;

e business development plans and estimated timing;

e husiness strategy, plans, and investment policies;

o other expectations, beliefs, plans, goals, objectives, assumptions, information;

e statements about possible future events, conditions, results of operations or performance;

e the payment of dividends on the Preferred Shares;

e ability to exercise redemption and retraction rights associated with the Preferred Shares;

o ability to pay the Management Fees and expenses of the Corporation from cash provided by the
Corporation’s operations;

e the Corporation’s status as a MIC under the Tax Act;
e the Manager’s status under applicable Mortgage Broker Legislation;

o eligibility of the Preferred Shares for investment in Registered Plans;

the Corporation’s use of debt financing.

The forward-looking statements contained in this Offering Memorandum are based on a number of
assumptions, including without limitation those relating to: the completion of the Offering; the ability of the
Corporation to acquire and maintain a mortgage portfolio capable of generating the necessary annual yield or returns
to enable the Corporation to achieve its investment objectives; expectations regarding the composition of the mortgage
portfolio; the ability of the Corporation to establish and maintain relationships and agreements with key strategic
partners; assumptions about the lending practices of large financial institutions in Canada; interest rates; the ability of



mortgagors to service their obligations under the mortgages underwritten by the Corporation; maintenance by the
Manager and Administrator of applicable licenses and registrations; the availability of debt financing to the
Corporation; and general economic conditions. Although the forward-looking information contained in this Offering
Memorandum is based upon assumptions which management of the Corporation believes to be reasonable, the
Corporation cannot assure investors that actual results will be consistent with this forward-looking information.

By their nature, forward-looking statements involve numerous assumptions, inherent risks and uncertainties,
both general and specific, that contribute to the possibility that the predictions, forecasts, projections and various future
events will not occur. A number of factors, many of which are beyond the control of the Corporation, could cause
actual results to differ materially from the results discussed in the forward-looking information. Material risk factors
include, but are not limited to: the risks of the competition within the Corporation’s business; the risk of international,
national and regional economic conditions; the uncertainty of estimates and projections relating to the real estate
industry; fluctuations in interest rates; uncertainties as to the availability and cost of financing and changes in capital
markets; changes in general economic and business conditions; the possibility that government policies or laws may
change or governmental approvals may be delayed or withheld; uncertainties with respect to the Corporation’s
classification under the Tax Act; and the Corporation’s ability to implement its business strategy. Readers are
cautioned that the foregoing list of risk factors is not exhaustive. Additional information on these and other factors
that could affect the Corporation’s operations or financial results are included under the heading “Risk Factors™ in this
Offering Memorandum.

Although the Corporation has attempted to identify important factors that could cause actual results to differ
materially, there may be other factors that cause results not to be as anticipated, estimated or intended. Accordingly,
readers should not place undue reliance on forward-looking statements. Forward-looking statements contained herein
are made as of the date of this Offering Memorandum, and the Corporation disclaims any obligation to update or
revise forward-looking statements, except as required by law.

The forward-looking statements contained in this Offering Memorandum are expressly qualified by the
foregoing cautionary statements. Prospective investors should thoroughly review this Offering Memorandum and are
advised to consult with their own legal and tax advisors concerning this investment.

[The remainder of this page is intentionally blank for formatting purposes.]



GLOSSARY OF TERMS

In this Offering Memorandum (including the face page hereof), unless the context otherwise requires, the following
words and terms and abbreviations have the following meanings:

“Administrator” means 5C Capital Inc.

“Administration Agreement” means the agreement between the Corporation, the Manager, and the Administrator,
dated and effective November 21, 2013, as amended from time to time.

“Administration Fee” means the fee payable by the Manager to the Administrator pursuant to the Administration
Agreement.

“Board” means the board of directors of the Corporation.

“Business Day” means a day which is not a Saturday, Sunday or statutory holiday in the City of Toronto, in the
Province of Ontario.

“CBCA” means the Canada Business Corporations Act, RSC 1985, ¢ C-44, as amended.
“CRA” means the Canada Revenue Agency.

“Closing” or “Close” means completion of an Offering pursuant to this Offering Memorandum. The Corporation may
have more than one closing, at the Corporation’s sole discretion.

“Common Shares” means the class “A” common shares of the Corporation.

“Corporation” means RESCO Mortgage Investment Corporation, a corporation incorporated and existing under the
CBCA.

“Credit Committee” means the Credit Committee of the Board.
“Credit Facility” means the revolving demand credit facility of up to $50,000,000 established in favour of the
Corporation pursuant to a credit agreement dated December 20, 2022 between the Corporation and a Schedule |

Canadian bank, as amended from time to time.

“Dividend Share” has the meaning given to such term in Item 5 — “Securities Offered — Terms of Securities —
Dividend Policy and Reinvestment Plan”.

“Exempt Market Dealer” means a person or company registered as an exempt market dealer pursuant to NI 31-103.

“Finder Fee” means a finder fee paid to a finder in connection a referral of a Subscriber to this Offering. See Item 8
— “Compensation Paid to Sellers and Finders”.

“LTV” means the loan-to-value ratio of a property, calculated by the total amount of principal secured by mortgage(s)
against the property divided by the appraised value of the property, expressed as a percentage.

“Manager” means Radiance Mortgage Brokerage Inc.

“Management Agreement” means the management agreement between the Corporation and the Manager dated and
effective November 21, 2013, as amended from time to time.

“Management Fee” means the fee payable by the Corporation to the Manager pursuant to the Management
Agreement.



“MIC” means a “mortgage investment corporation” as defined under the Tax Act.

“Mortgage Broker Legislation” means the MBLAA, and other similar legislation in other provinces and territories
of Canada where the Corporation carries on business in force from time to time.

“MBLAA” means the Mortgage Brokerage, Lenders and Administrators Act, 2006 (Ontario), SO 2006, ¢ 29, as
amended.

“NI 31-103” means National Instrument 31-103 — “Registration Requirements, Exemptions and Ongoing Registrant
Obligations”.

“NI 45-106 means National Instrument 45-106 Prospectus Exemptions.
“Offering” means the offering of the Preferred Shares by this Offering Memorandum.

“Offering Memorandum” means this offering memorandum of the Corporation, as the same may be amended,
supplemented or replaced from time to time.

“Preferred Shares” means the class “B” preferred shares in the capital of the Corporation.

“Registered Dealer” means a person or company registered as an investment dealer or exempt market dealer under
applicable Canadian securities laws.

“Registered Plan” means a trust governed by a registered retirement savings plan (“RRSP”), a registered retirement
income fund (“RRIF”), a registered education savings plan (“RESP”), a registered disability savings plan (“RDSP”),
a tax-free savings account (“TFSA”), a deferred profit sharing plan (“DPSP”) each as defined in the Tax Act.
“Regulation” means a regulation promulgated pursuant to the Tax Act.

“RESCO LP” means RESCO First Mortgage Fund LP.

“Shareholders” means at any time the persons who are the holders of record at that time of one or more Preferred
Shares, as shown on the registers of such holders maintained by the Corporation.

“Subscriber” means a person who subscribes for Preferred Shares pursuant to the Offering.

“Subscription Agreement” means a subscription agreement to be executed by each investor providing for the
purchase by such investor of Preferred Shares.

“Tax Act” means the Income Tax Act (Canada), R.S.C. 1985, c.1 (5th Supp.), as amended, and the regulation
thereunder.

“Tax Proposals” means all specific proposals to amend the Tax Act that have been publicly announced by or on
behalf of the Minister of Finance (Canada) prior to the date hereof.

“Waverley” means Waverley Corporate Financial Services Ltd.

“Windstar” means Windstar Equities Ltd.



PURPOSE OF THE OFFERING

The purpose of this offering is to provide investors with the opportunity to subscribe for Preferred Shares.
The Corporation is a “mortgage investment corporation” for purposes of the Tax Act. The Corporation will, in
computing its taxable income, generally be entitled to deduct the full amount of all taxable dividends (other than
capital gains dividends) which it pays during the year or within 90 days after the end of the year to the extent that such
dividends were not deductible by the Corporation in computing its income for the preceding year. Dividends other
than capital gains dividends, which are paid by the Corporation on the Preferred Shares to Shareholders will be
included in Shareholders’ incomes as interest.

The Preferred Shares will be qualified investments for a trust governed by a RRSP, RRIF, TFSA, RESP,
RDSP, or a DPSP (collectively, “Registered Plans™), at a particular time, if the Corporation qualifies as a MIC under
the Tax Act and meets such other requirements as are described in Item 7 - “Income Tax Consequences and RRSP
Eligibility™.

ITEM1 USE OF AVAILABLE FUNDS

1.1 Funds

The following table discloses the net proceeds of the Offering and the funds that will be available to the
Corporation after the Offering.

Assuming minimum Assuming maximum
offering® offering®
A | Amount to be raised by this Offering $0 $15,000,000
B | Selling commissions and fees® $0 $750,000
C | Estimated offering costs (e.g., legal, accounting, $10,000 $75,000
audit)

D | Available funds:D=A—-(B+C) $0 $14,175,000
E | Additional sources of funding required $0 $0
F | Working capital deficiency $0 $0
G |[Tota:G=(D+E)-F ($10,000) $14,175,000

Notes

(1) There is no minimum offering.

(2) The maximum offering is 1,500,000 Preferred Shares.

(3) Assumes aggregate selling commissions of 5% are paid on all Preferred Shares sold. The Corporation may pay cash

commissions or referral fees of up to 5% in the aggregate to any one of, or a combination of, Registered Dealers and qualified
finders who refer Subscribers to the Corporation. See Item 8 — “Compensation Paid to Sellers and Finders”.

1.2 Use of Available Funds

Based on its present plans and present business conditions, the Corporation expects to use the funds available
from the Offering as estimated in Item 1.1 “Funds” as follows:

Description of intended use of available funds listed in Assuming minimum | Assuming maximum
order of priority offering offering
Invest in mortgages as described under Item 2 - “Business of $0 $14,139,650
the Corporation” @)
Estimated general and administrative expenses®®) $0 $35,350
Total $0 $14,175,000.00
Notes:
(1) Itis intended that the available funds from the Offering will be fully invested in mortgages. Funds that are not immediately

invested may be applied against amounts outstanding under the Credit Facility to reduce debt until acceptable mortgage
investment opportunities are identified. The Credit Facility is a revolving credit facility, and any funds applied to pay amounts
outstanding thereunder may be re-advanced to the Corporation, including for mortgage investments. See Item 2.2 — “Our
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Business — Capital Resources”. Alternatively, the Corporation may deposit such funds in short-term deposits, savings accounts
or government guaranteed investment certificates.

(2) The Corporation will pay to the Manager a Management Fee of up to 1.50% per annum of the book value of the total assets
of the Corporation, calculated and paid monthly, inclusive of the Administration Fee payable by the Manager to the
Administrator. See Item 2.7 — “Material Agreements — Management Agreement”. The Corporation expects to pay the
Management Fee from revenue generated by from investments in mortgages. However, the Corporation may use the available
funds from the Offering to pay the Management Fee if such revenues are insufficient. Certain directors, officers, and principal
shareholders of the Corporation are the directors, officers, and principal shareholders of the Manager. See Item 3 — “Interests
of Directors, Management, Promoters and Principal Holders”.

(3) The Manager will pay to the Administrator an Administration Fee of up to 0.50% per annum of the book value of the total
assets of the Corporation, calculated and paid monthly. See Item 2.7 — “Material Agreements — Administration Agreement”.
Certain directors, officers, and principal shareholders of the Corporation are the directors, officers, and principal shareholders
of the Administrator. See Item 3 — “Interests of Directors, Management, Promoters and Principal Holders”.

(4) The Corporation estimates that its general and administrative expenses will be 0.25% per annum of the gross assets of the
Corporation. The Corporation expects to pay its general and administrative expenses from revenue generated from investing
in mortgages. However, the Corporation may use the available funds from the Offering to pay its general and administrative
expenses if such revenues are insufficient.

(5) Represents estimated general and administrative expenses expected to be incurred in respect of mortgage investments of
$14,175,000 for one year.

1.3 Reallocation

The Corporation intends to spend the available funds as stated. However, there may be circumstances where
a reallocation of funds may be necessary. Funds will only be reallocated for sound business reasons related to the
business activities of a MIC as defined under the Tax Act.
ITEM 2 BUSINESS OF THE CORPORATION
2.1 Structure

The Corporation

The Corporation was incorporated under the name “RESCO Mortgage Investment Corporation” on
November 21, 2013 under the CBCA. The Corporation has no subsidiaries. The Corporation’s head office and
registered office is 360 Highway 7 East, Unit 28, Richmond Hill, Ontario L4B 3Y7.

Manager

The Manager, Radiance Mortgage Brokerage Inc., is an Ontario corporation, with its head office located at
360 Highway 7 East, Unit 28, Richmond Hill, Ontario L4B 3Y7. The Manager is licensed as a mortgage broker in
Ontario. The Corporation has appointed the Manager to act as the Corporation’s mortgage broker, and to manage the
investments of the Corporation pursuant to the Management Agreement. See Item 2.7 — “Material Contracts”.

Administrator

The Administrator, 5C Capital Inc., is an Ontario corporation, with its head office located at 360 Highway 7
East, Unit 28, Richmond Hill, Ontario L4B 3Y7. The Administrator is licensed as a mortgage administrator in Ontario,
and a mortgage broker in Alberta and Manitoba. The Corporation and the Manager have engaged the Administrator
to provide mortgage administration services in respect of its mortgage portfolio.

2.2 Our Business

The Corporation is a “mortgage investment corporation” within the meaning of the Tax Act. It is in the
business of investing in loans that are secured by mortgages, primarily on residential real estate properties located in
Ontario, Manitoba, Alberta and British Columbia. To the extent that available funds are not invested in mortgages,
such funds will generally be invested in short-term deposits, savings accounts or government guaranteed investment
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certificates. The Corporation’s investments will be made in accordance with its investment policies from time to time.
See “— Types of Mortgages”, “— Investments of the Corporation”, “— Mortgage Selection Process”, and “— Investment
Restrictions, Policies and Guidelines” below. For more information about the size and composition of the
Corporation’s mortgage portfolio, see Item 2.3 — “Development of the Business”.

General

The Corporation has been created to acquire and maintain a portfolio of mortgages that preserves capital and
generates sustainable and stable returns for individual and institutional shareholders. To achieve these investment
objectives, the Corporation will use the net proceeds of the Offering to make prudent investments in loans secured by
real property in Canada in accordance with the Corporation’s investment guidelines.

Management believes that MICs are better positioned to provide tailored solutions to borrowers than most
traditional lenders because they are not subject to the strict lending guidelines generally associated with chartered
banks and other traditional lenders. In management’s experience, this allows MICs to complete the structuring, due
diligence and funding of loans within a shorter timeframe than most chartered banks and traditional lenders. The
demand for private mortgages has recently increased due to federal regulatory changes aimed at tightening mortgage
lending rules for major financial institutions. Management believes that this creates an opportunity for the Corporation
to underwrite mortgage loans with a targeted yield of 8% per annum to holders of Preferred Shares, net of the
Corporation’s fees and expenses.

The Corporation does not employ resources to actively seek or originate mortgages for investment, and it
relies exclusively on the expertise of the Manager to provide mortgage investment opportunities, and the Administrator
for the day-to-day management and administration of its mortgage portfolio. To the extent that the Corporation’s funds
are not invested in its mortgage portfolio, such funds will be held an interest-bearing account at a Schedule I bank so
that the Corporation maintains a level of working capital for its ongoing operations considered acceptable by the
directors of the Corporation. See Item 2.2 — “Our Business — Investment Restrictions, Policies and Guidelines”.

The Manager will work to develop and implement all aspects of the Corporation’s marketing and distribution
strategies, will manage the ongoing business and administration of the Company and will monitor the investment
portfolio of the Corporation. The terms and conditions of the Management Contract set out this relationship and require
the Manager to observe and comply with the Corporation’s investment policies and criteria and all laws that apply to
the Corporation, its investments and its securities.

The Manager and Administrator have personnel with substantial experience and expertise across various
industries such as real estate development, mortgage lending, accounting, legal, risk protection, financial planning and
banking. The Corporation is confident that this wealth of experience and qualifications make the Manager and the
Administrator suitable candidates for managing and administering the Corporation effectively by identifying suitable
investment opportunities, managing and minimizing risk while at the same time providing favourable and consistent
rates of return for holders of Preferred Shares.

Regulatory Regime and Licensing

Each province in Canada has enacted legislation to govern the mortgage broker industry. In each province,
individuals, corporations, partnerships and sole proprietorships that deal, trade in, or act as administrators of mortgages
are required to register under applicable mortgage brokerage legislation. The Corporation is not licensed as a mortgage
broker or administrator under Mortgage Brokerage Legislation in any other province. Accordingly, the Corporation
conducts its business under contract with licensed mortgage brokers and administrators, such as the Manager and the
Administrator. A mortgage brokerage and its principal broker must obtain a brokerage and a broker license,
respectively, issued under provincial Mortgage Brokerage Legislation by the applicable provincial regulatory body.
The Manager, which performs mortgage brokerage services pursuant to the Management Agreement, and the
Administrator, which performs mortgage servicing and administrative services pursuant to the Administration
Agreement, either hold a valid license with each applicable provincial regulatory body to permit it to carry on the
activities contemplated in the Management Agreement and Administration Agreement, respectively, or carry such
activities under contract with third parties that are duly licensed under applicable Mortgage Brokerage Legislation.
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Each provincial regulatory body with which the Manager and the Administrator are licensed has broad
authority over the mortgage brokerage and administration industry, including the power to grant, renew, revoke, and
attach conditions to licenses, to investigate complaints made regarding the conduct of registered mortgage brokerages,
brokers, agents and administrators, and to impose penalties. Under the applicable Mortgage Brokerage Legislation of
each province, there are several requirements a mortgage brokerage, broker, agent or administrator must meet in order
to obtain or renew a license. The Mortgage Brokerage Legislation of each province also imposes a continuing
obligation on a registered mortgage broker and agent to remain in compliance with applicable legislation, failing which
the applicable provincial regulatory body may revoke a license.

Generally, a mortgage brokerage or administrator will not be granted a license or a renewal of a license if,
having regard to the financial position of the mortgage brokerage or administrator, it could not reasonably be expected
that the mortgage brokerage or administrator would be financially responsible in the conduct of its business. In
addition, a license will not be granted or renewed if the past conduct of the applicant is such that it provides reasonable
grounds for the applicable provincial regulatory body to believe that the mortgage brokerage or administrator will not
conduct business legally and with integrity and honesty. In the case of a corporate mortgage brokerage or
administrator, the applicable provincial regulatory body will look to the past conduct of the directors and officers of
the corporation.

The Tax Act’s MIC Criteria

The Corporation qualifies as a “mortgage investment corporation” or “MIC” for the purposes of the Tax Act.
Under the Tax Act, a MIC is allowed to deduct dividends that are paid from income. The Corporation intends to pay
out all of its income and net realized capital gains as dividends within the time period specified in the Tax Act and as
a result does not anticipate paying any income tax.

Section 130.1 of the Tax Act sets out the criteria governing a MIC, and in summary says that in order to
qualify as a MIC for a taxation year, a company must have met the following criteria throughout the taxation year:

€)] Its only undertaking was the investing of its funds and it did not manage or develop any real estate.
(b) It did not invest in:

(M mortgages or property outside Canada;

(i) shares of companies not resident in Canada; or

(iii) real property or leasehold interests outside Canada.

(© It had at least 20 shareholders, and no one shareholder together with related parties to that
shareholder held between them more than 25% of the issued shares of any class of shares of the
company.

(d) At least 50% of the cost amount of company’s assets must be comprised of:

Q) loans secured on houses or on property included in a housing project, as those terms are

defined in the National Housing Act (Canada);
(i) deposits insured by the Canada Deposit Insurance Corporation (CDIC) (or Quebec DIC);
(iii) deposits in a credit union; or
(iv) cash.

(e) No more than 25% of the cost amount of the company’s assets consisted of real property (excluding
any real property acquired by foreclosure).
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f The company did not exceed, generally speaking, a 3:1 debt-equity ratio, or a 5:1 ratio if more than
two-thirds or more of the company’s property consists of residential mortgages and/or deposits
secured by the CDIC (or Quebec DIC) or in a credit union.

See Item 7 — “Income Tax Consequences and RRSP Eligibility”.

Types of Mortgages

The Corporation’s mortgage portfolio consists mainly of loans secured by first or second mortgages, as well
as demand loans such as bridge loans and term loans that are secured by real property. The Corporation may also
invest, in exceptional cases, in commercial mortgages and third mortgages. However, these are not the Corporation’s
primary investment focus.

The following lists the types of properties that the Corporation intends to target for investment:

1. Residential detached and semi-detached homes;

2. Residential townhouse or high-rise condominiums;

3. Multi-family residential properties;

4, Mixed-use properties; and

5. Commercial properties including condominium properties.

The following lists the type of properties that the Corporation considers unacceptable as security:

1. Laneway homes;

2. Cottages and resort properties;
3. Co-operative Housing;

4. Mobile Homes;

5. Leased Land; and

6. Raw land.

Investments of the Corporation

To maintain a stable yield on its mortgage portfolio, the Corporation will manage risk through maintenance
of a diversified mortgage portfolio, conservative underwriting and diligent mortgage servicing.

Mortgage Investments

The Corporation, through the Manager, or its nominee, will invest primarily in first or second mortgages.
Such mortgages may be new loans originated by the Manager, or existing mortgages acquired by the Corporation from
third parties on the advice of the Manager.

Such mortgages will typically fall into the following major loan categories:

€)] Residential Mortgages — means mortgages principally secured by mortgage registrations on
residential property titles. This can either be conventional (80% LTV) or high ratio mortgages. High
ratio mortgages will not exceed an LTV of 85% at the time of the loan application. This type of loan
is usually advanced to borrowers to assist with the purchase or refinancing of a residential property.
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(b) Equity or Equity Take-out Mortgages — means mortgages used to liquidate the equity in a property.
It can be used for various purposes such as investments, renovations, down payment for a different
property, etc. In most cases, these are usually second or third position mortgages.

(© Commercial Mortgages — means mortgages that are principally secured by multi-family housing
projects, residential land developments and income-producing properties that have retail,
commercial, service, office and/or industrial uses.

Mortgages generate income through a rate of interest, which is typically payable periodically through the
terms of the mortgages, and through one-time fees (“Lender Fees”) paid by a borrower to the Manager in return for
obtaining a mortgage financing. The interest rates applicable to the Corporation’s mortgages are not tied to the prime
lending rate of the Bank of Canada. Interest is often being set based on the overall risk profile of the mortgage
application and the demand of private mortgages. In general, the Corporation invests in mortgages that bear interest
at a rate of 9% to 12% per annum, have a one or two-year term, and which require monthly interest-only mortgage
payments, with the principal amount due upon maturity. Interest is often set at a fixed rate or at a floating rate based
on a margin over the prime lending rate of the Corporation’s bank, sometimes with a minimum specified rate. In
general, the Manager charges a Lender Fee of approximately 3% for arranging a mortgage financing commitment
from the Corporation. Such Lender Fees are determined by the Manager in its sole discretion, and are generally
retained by the Manager as its sole property, except under limited circumstances described in “— Syndicated
Mortgages” below.

Syndicated Mortgages

The Corporation may purchase interests in syndicated mortgages in which it will participate with one or more
lenders. Syndication may be on a pari passu basis or on a subordinated basis. Participating in syndicated mortgages
reduces the Corporation’s investment and corresponding exposure in any one mortgage investment. It will also enable
the Corporation to participate in the financing of larger real estate projects than would otherwise be possible.

In some cases, the Corporation may participate in syndicated mortgages that bear lower interest rates than
typical mortgages in the Corporation’s portfolio, but which are subject to a higher Lender Fee. The Manager may
agree to pay a portion of the Lender Fees received in connection with such mortgages to the Corporation. Conversely,
the Corporation may participate in mortgages at interest rates higher than those ordinarily charged by the Manager,
but subject to a lower Lender Fee. The Corporation may pay a portion of the interest payments that it receives from
the borrower in connection with such mortgages to the Manager.

Non-Mortgage Investments

In order to qualify as a MIC under the Tax Act, during any tax year, the cost amount for tax purposes to the
Corporation of its property represented by debts secured on “houses” or on property included within a “housing
project” (as those terms are defined in the National Housing Act (Canada)), together with cash on hand and deposits
with a bank or any other corporation whose deposits are insured by the Canada Deposit Insurance Corporation or a
credit union, must have constituted at least 50% of the cost amount to the Corporation of all of its property during that
tax year. See Item 7 — “Income Tax Consequences and RRSP Eligibility”. Accordingly, the Corporation is permitted
to invest in instruments other than mortgages, such as including but not limited to promissory notes, debentures or
other such securities. These non-mortgage investments may or may not be secured and may carry a greater risk than
investing in mortgages. The Corporation does not hold, and does not intend to invest in, any such non-mortgage
investments.

Mortgage Selection Process

The Corporation invests in a mortgage based upon the assessment of the Manager that it is suitable and meets
its investment policies and guidelines. See “Investment Restrictions, Policies and Guidelines” below. All properties
will be evaluated on the basis of certain factors, including but not limited to, the location, quality and prospects for
capital appreciation and, in the case of commercial mortgages, on prospects for income. In addition, the credit of the
borrower will also be reviewed and, where appropriate, personal covenants will be obtained.



-15 -

In considering a mortgage proposal the Manager will adhere to strict underwriting policies which include:

1. Obtaining a credit application from the borrower(s) and any guarantor(s);
2. Obtaining a credit report on both the borrower(s) and any guarantor(s);
3. Obtaining an appraisal prepared by an accredited appraiser with the designation of C.R.A. or

A.A.C.I. or their successors, or in the alternative from time to time the Administrator and the
Manager may rely upon an opinion of value furnished by a reputable realtor who may be equally or
better equipped to provide an accurate evaluation of a particular property as a consequence of
specialized expertise relating to that particular type of property or with respect to the particular
geographic area in which the subject property is located;

4. For commercial mortgages the Corporation will require at least a Phase | Environmental Audit of
the property in addition to an independent appraisal completed by a certified appraiser with the
designation of A.A.C.1.; and

5. When applicable, the Corporation will obtain a “Purview for Lenders” report by Teranet which
confirms property ownership, checks for potential suspicious or fraudulent activity and provides an
equity estimate that shows all mortgages including institution name, and date issued on all un-
amortized loans on title.

As part of approving each mortgage, the Manager will consider the proposed loan terms and complete a
preliminary analysis based on information received from the prospective borrower. If the preliminary analysis is
positive, the Manager will complete due diligence, including credit checks, financial statements and personal net worth
statements of the prospective borrower(s) and any guarantor(s); internet searches; third party reports (such as valuation
appraisals, environmental, building condition assessment and geotechnical appraisals, and quantity surveyor reports);
rent rolls, leases, and estoppel certificates, and other documents. The Manager will review the results of due diligence
and make a lending decision.

Upon approval by the Manager of a mortgage opportunity, the Corporation will appoint legal counsel to
conduct the required enquiries and searches, prepare legal documents and obtain title insurance. The Manager may
obtain advice from an insurance consultant whether the current and/or proposed insurance coverage is adequate. The
Manager may also obtain reliance letters from various consultants who provided reports concerning the transaction.
The Administrator then advances funds for the mortgage to legal counsel on behalf of the Corporation. Legal counsel
registers the mortgage and other security documents and ensures all conditions are satisfied before releasing funds to
the borrower. After the mortgage funds are advanced, the Administrator assumes day-to-day administration of the
mortgage.

New mortgage investments are approved by the Manager following the procedures summarized above. The
Manager will determine whether the mortgage investment opportunity is suitable for the Corporation, having regard
to the Corporation’s investment objectives, strategies and restrictions. The composition of the Corporation’s mortgage
portfolio might vary from time to time depending upon market conditions and the general Canadian economic outlook.
The Manager invests on behalf of the Corporation in mortgages across Ontario, Manitoba, Alberta and British
Columbia, with a view to maintaining a portfolio that is diversified from a geographical, market and product type
perspective. The Manager will re-balance the investment mix in response to market conditions and opportunities.

Investment Restrictions, Policies and Guidelines

The Corporation has engaged the Manager to build a mortgage portfolio which follows the guidelines and
policies below in assessing individual mortgage investment opportunities which will result in the minimization of risk.
Subject to the right of the Corporation, in consultation and upon notice to the Manager, to revise the following
restrictions from time to time, the Corporation has established certain restrictions on investments that may be made
by it as follows:
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The Corporation’s only undertaking will be to invest the Corporation’s funds in accordance with its
investment objectives, strategies and restrictions, all in compliance with the requirements of the Tax
Act applicable to a MIC;

The Corporation will not make any investment or conduct any activity that would result in the
Corporation failing to qualify as a “mortgage investment corporation” within the meaning of the
Tax Act;

No more than 5% of the Corporation’s capital will be invested in third mortgages;

No more than 20% of the Corporation’s capital will be invested with any one borrower;

No more than 20% of the Corporation’s capital will be invested in any single mortgage investment;
and

No more than 30% of the Corporation’s capital will be invested in mortgages on commercial or
mixed-use properties.

Mortgages will be syndicated when it is deemed appropriate to minimize risk. By limiting the Corporation’s
loan portfolio participation in large individual investments, the Corporation will have the benefits of increased
portfolio diversification.

The following conditions will apply to loans made by the Corporation or by the Manager on its behalf:

1.

The maximum LTV for any particular mortgage investment will vary depending on a number of
factors including the location, marketability and condition of the property. In any event, the
Corporation will lend up to a certain percentage of the value of a particular property as established
by an appraisal or an opinion of value.

For residential properties, the Corporation will lend up to 85% LTV. Any loan advances
representing in excess of 80% LTV shall be on select real estate in select locations.

For commercial and mixed-use mortgages, the Corporation will lend up to 75% LTV.

When not invested in mortgages, excess funds will be placed in CDIC insured investments including
investments guaranteed by the Government of Canada, a province or territory of Canada, or interest-
bearing cash deposits, deposit notes, certificates of deposit notes, certificates of deposit acceptance
notes or other similar instrument issued, endorsed or guaranteed by a schedule 1 or schedule 2
Canadian chartered bank; targets holding a cash or near cash position equal to less than 5% of its
total assets, all in compliance with the provisions of the Tax Act.

Mortgage repayment schedules will consist primarily of interest-only monthly payments.

Although the term of any single mortgage may be longer, mortgage terms will generally be two
years or less.

Mortgage investments will be denominated in Canadian Dollars.

Following funding, all of the Corporation’s mortgages will be registered on title to the subject
property in the name of RESCO Mortgage Investment Corporation, or a nominee bare trustee on
behalf of the Corporation.

In order to renew or extend a mortgage loan, the Corporation may increase the loan amount to cover,
among other items, renewal fees, extension fees, or legal fees, so long as any increase in the amount
of the loan does not result in the total loan amount exceeding 85% of the most recent valuation of
the property.
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10. Mortgages in which the Corporation invests may contain clauses permitting the mortgagor, when
not in default, to renew the mortgage for additional terms at the sole discretion of the Manager.

11. Notwithstanding any loan-to-value limits stated herein or other general underwriting criteria
outlined above, for risk management purposes only, the Corporation may increase a given
investment of the Corporation’s capital in order to remedy the default by a borrower of its
obligations in respect of a prior ranking security, or to satisfy the indebtedness secured by a prior
ranking security, or for any other reason if such action is required to protect the Corporation’s
security position in a particular investment provided such proposed increases in the Corporation’s
investment are approved by the Manager.

12. The Corporation will not invest for the purpose of exercising control over management of any
company or other entity.

13. The Corporation will not make short sales of securities or maintain a short position in any securities.

In dealing with a default by a borrower of a mortgage within the Corporation’s portfolio, the investment
policies and practices may change upon taking into consideration certain factors, including but not limited to, the
following:

1. where the change assists the borrower to remedy a default on a mortgage which may result in an
improved position for the Corporation and/or avoiding power of sale, foreclosure or bankruptcy.
This may involve the Corporation receiving additional collateral, lengthening the term of the loan,
providing additional lending necessary to sell the property at its best price, rescheduling repayments,
or any number of negotiated terms and conditions; and

2. where the change assists in mitigating losses that may occur in the power of sale or foreclosure
process which is in the best interest of the Corporation, resulting in a new mortgage for the
Corporation with a new borrower to finance the purchase of the real property with flexible terms at
the fair market price.

The Corporation, on the advice of the Manager, may from time to time and on such terms as set out by the
Manager acting reasonably, sell its investments in mortgages and reinvest the proceeds, acquire investments in
mortgages held by other mortgagees, or exchange such investments for other investments in mortgages.

The Corporation’s investment policies and practices set out above may be amended, supplemented, replaced
or waived from time to time or in respect to specific mortgages on a case-by-case basis by the Credit Committee. See
Item 2.2 — “Our Business — Board of Directors” below.

Risk Mitigation

The Corporation’s mortgage portfolio primarily contains loans secured by first or second mortgages on
residential properties. To mitigate the concentration risk, the Corporation invests in a greater number of smaller
mortgages, as opposed to fewer mortgages for larger amounts. This helps to minimize the potential impact of a default
under any particular mortgage. To mitigate the risks associated with market trends in any particular geographic area,
the Corporation maintains a geographically diversified portfolio. The Corporation’s portfolio currently includes
mortgages in Alberta, Manitoba and Ontario. Within Ontario, the Corporation has made mortgage loans in markets
across Southwestern Ontario, including the Greater Toronto Area, Guelph, Kitchener, Waterloo, and London.

As an equity lender, the Corporation’s lending practice is based more on the marketability and value of the
property rather than the income of the borrower. However, the Corporation may request that borrowers to provide a
copy of their notice of assessment, bank statements, and pay stubs, etc. in order to evaluate their capacity to afford
their mortgage payments.

The Corporation’s capacity to recover its loan investment in the event of a borrower’s default depends on the
value of the mortgaged property securing that loan. One of the key factors that lenders assess the risks associated with
mortgage applications is to calculate the LTV. The higher the LTV, the greater the risk for the lender. In order to
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establish an accurate LTV, the Corporation requires each applicant for a mortgage to provide an appraisal report on
the property to be mortgaged. Appraisals may not be more than 90 days old, and must have been completed by
appraiser from a list of approved appraisers determined by the Corporation. To further validate the appraised value
and ensure the value is not overstated, the Corporation will obtain a “Purview for Lenders” report by Teranet which
provides the estimated value of the property to be cross-referenced to the appraised value.

The Corporation practices conservative underwriting, especially for the Greater Toronto Area, where the
Corporation makes a significant proportion of its mortgage loans. While the Corporation will make loans in amounts
up to 85% LTV, the Corporation has recently decreased the portfolio by approving loans with lower LTV ratios. As
of the date of this Offering Memorandum, the Corporation’s average LTV for residential mortgages is in the low 70s.

To further minimize risk, the majority of the Corporation’s approved mortgages are short-term, between six
months to one year, allowing quick and precise adjustments to changing market conditions. A shorter term reduces
the overall exposure to rate changes and other factors, making it a better credit risk than long-term loans. As of the
date of this Offering Memorandum, 100% of the Corporation’s residential mortgage portfolio have a maturity term of
two years or less.

Capital Resources

Section 130.1 of the Tax Act authorizes a MIC to borrow funds in certain ratios related to the type of assets
held. Provided that one-half of the MIC’s assets comprise a combination of residential mortgages and/or CDIC insured
investments, the MIC is authorized to borrow up to a maximum of three times the amount of its equity. Provided that
two-thirds of the MIC’s assets comprise a combination of residential mortgages and/or CDIC insured investments, the
MIC is authorized to borrow up to a maximum of five times the amount of its equity. The Preferred Shares are
considered equity for these purposes.

The Corporation intends to finance its activities primarily through the issuance of Preferred Shares pursuant
to the Offering, and from revenues derived from its investments in mortgages. However, the Corporation may employ
debt financing as permitted by the Tax Act where such financing is available, and it is economical and prudent to do
so, provided that the Corporation is satisfied that that such debt financing is in the best interests of the Corporation,
and is likely to enhance the Corporation’s profitability. Such debt financing may take the form of lines of credit from
banks and other lending institutions and/or promissory notes and other types of debt contracts with individuals and
companies. Debt instruments may be secured against the assets of the Corporation, and in the event of
liquidation or wind-up, they will be repaid prior to any distribution or return of capital to the holders of equity
interests in Corporation, including the Preferred Shares. See Item 9(b)(v) under Item 9 — “Risk Factors”.

The Corporation entered into an agreement dated December 20, 2022 with a Schedule I Canadian bank,
which provides for the Credit Facility pursuant to which the Corporation may borrow and re-borrow up to
$50,000,000. The funds in the Credit Facility may be drawn by the Corporation as a revolving Prime Rate loan bearing
interest at the lender’s prime rate plus 0.75%, and/or as one or more CDOR (Canadian Dollar Offered Rate) loans
with terms of 30 to 90 days. The interest rate of each CDOR loan is fixed at CDOR on the loan advancement date plus
2.10%. The outstanding borrowings under the Credit Facility may not exceed a specified percentage of the
Corporation’s receivables under certain mortgages on residential properties. Amounts outstanding under the Credit
Facility are repayable on demand, and the Corporation’s obligations under the Credit Facility will be secured by all
personal property of the Corporation, including the Corporation’s mortgage portfolio. The Corporation must comply
with certain positive and negative covenants, and meet certain financial covenants in order to maintain the Credit
Facility in good standing. In the event of liquidation or wind-up of the Corporation, the Corporation’s creditors
(including its lender in connection with the Credit Facility) will be repaid prior to any distribution or return of capital
to the holders of equity interests in Corporation, including the Preferred Shares.

Subject to compliance with the provisions of the Tax Act applicable to a MIC, the Corporation may fund its
activities using funds borrowed under the Credit Facility, and apply the proceeds of the Offering to reduce its
indebtedness under the Credit Facility. Similarly, the Corporation may apply funds raised from closings under the
Offering to pay amounts outstanding under the Credit Facility pending the identification of acceptable mortgage
investment opportunities. The Credit Facility is a revolving credit facility, and accordingly, any funds applied to reduce
the Corporation’s outstanding indebtedness may be re-advanced to the Corporation as and when required. The Credit
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Facility provides the Corporation with flexibility to fund mortgage loans, as well as operating expenses, dividend
distributions, and redemptions of Preferred Shares between closings under the Offering.

From time to time, a portion of the Corporation’s funds may be held in cash deposited with a Canadian
chartered bank or will be invested in short term deposits, saving accounts or government guaranteed income
certificates so that the Corporation maintains a level of working capital for its ongoing operations considered
acceptable by the directors of the Corporation, all in accordance with the provisions of the Tax Act.

Co-Investment with Related Lender

RESCO First Mortgage Fund LP (“RESCO LP”) is a limited partnership formed under the laws of the
Province of Ontario on December 10, 2019. It commenced raising funds pursuant to offerings of its units on February
2020. RESCO First Mortgage Fund GP Corp. is the general partner of RESCO LP.

RESCO LP is a related party to the Corporation because the shareholders, directors, and officers of RESCO
First Mortgage Fund GP Corp. are also shareholders, directors, and officers of the Corporation.

RESCO LP carries on business as a private mortgage lender as the Corporation does, but the lending
objectives and guidelines of the Corporation differ from those of the RESCO LP. Whereas the Corporation has
historically invested in second mortgage (and in rare cases, third mortgages) with LTVs above 75% on both residential
and commercial properties, up to a pre-set proportion, RESCO LP intends to lend exclusively on residential first
mortgages of LTVs up to 75%.

As aresult, the Corporation expects that the Corporation and RESCO LP will be able to offer complementary
lending products to borrowers in accordance with each lender’s lending objectives and guidelines. The Manager and
the Administrator are also engaged by RESCO LP to provide services similar to those being provided by each of them
respectively to the Corporation.

The Corporation may purchase for its own account and own a percentage interest in any investment held by
the RESCO LP. The Corporation may from time to time hold a subordinate portion in any mortgage which is presented
to RESCO LP for investment, and the rate of return on such a subordinate portion may vary from RESCO LP’s rate
of return due to the differing LTV risk assumed by the Corporation. The Corporation will not make any investment
described in this paragraph unless the opportunity has first been presented to RESCO LP, if applicable, and RESCO
LP has declined all or a portion of the available investment.

Management Fees and Expenses

The Corporation pays for all expenses it incurs, and that the Manager and Administrator incur on its behalf,
in connection with the operation and management of the Corporation. These expenses will include, without limitation:
(a) financial reporting costs, mailing and printing expenses for periodic reports to Shareholders and other Shareholders
communications including marketing and advertising expenses; (b) any taxes payable by the Corporation; (c) costs
and fees payable to any agent, legal counsel, accountant or other third party service provider; (d) ongoing regulatory
filing fees, licence fees, as applicable, () any expenses incurred in connection with any legal proceedings in which
the Manager participates on behalf of the Corporation or any other acts of the Manager or any other agent of the
Corporation in connection with the maintenance or protection of the property of the Corporation, including, without
limitation, costs associated with the enforcement of mortgages; (f) any fees, expenses or indemnity payable to, and
expenses incurred by, independent directors of the Corporation; and (g) any additional fees payable to the Manager or
the Administrator for performance of extraordinary services on behalf of the Corporation. The costs of extending a
mortgage loan (for example, legal expenses, third party consultants, insurance, administrative fees, etc.) are generally
paid by the borrower in the loan transaction.

Management Fee
In consideration for providing mortgage brokerage, portfolio management, and general management and

administrative services to the Corporation, the Manager shall receive from the Corporation a management fee (the
“Management Fee”) of up to 1.50% per annum of the book value of the total assets of the Corporation, calculated
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and paid monthly, inclusive of the Administration Fee payable by the Manager to the Administrator. The Management
Fee is subject to periodic adjustment. As of the date of this Offering Memorandum, the Management Fee payable by
the Corporation is 1.00% per annum of the book value of its assets, calculated and paid monthly, inclusive of the
Administration Fee payable by the Manager to the Administrator.

In addition to the Management Fee, the Manager is entitled to retain all charges, origination fees, brokers
fees, Lender Fees, commitment fees, extension fees, renewal fees, and similar other fees to borrowers with respect to
mortgages in the mortgage portfolio. In general, such fees shall be and remain the sole property of the Manager.
However, in some instances where the Corporation participates in a loan which has a low interest rate but bears a
higher Lender Fee, the Manager may pay a portion of the Lender Fees that it receives to the Corporation. In some
instances where the Corporation participates in a loan which has a higher interest rate but a low Lender Fee, the
Corporation may pay a portion of the interest earned in connection with such loans to the Manager in addition to the
Management Fee. See Item 2 — “Business of the Corporation — Our Business — Investments of the Corporation” and
“— Material Agreements — Management Agreement”. Under the Management Agreement, the Manager is responsible
for all of its costs and operating expenses.

Administration Fee

In consideration for the administration services provided by the Administrator to the Corporation, the
Manager pays to the Administrator a fee (the “Administration Fee”) of up to 0.50% per annum of the book value of
the total assets of the Corporation, calculated and paid monthly. The Administration Fee is subject to periodic
adjustment. As of the date of this Offering Memorandum, the Administration Fee payable by the Manager is 0.33%
per annum of the book value of its assets, calculated and paid monthly.

In addition to the Administration Fee, the Administrator is entitled to retain all NSF fees, advance fees,
discharge fees, late payment fees, and other administration fees. Under the Administration Agreement, the
Administrator is responsible for all of its costs and operating expenses.

Dividends

The Corporation aims to pay dividends on the Preferred Shares equal to 8% per annum, calculated and
payable monthly. Dividends are paid out of the net profits of the Corporation. Any dividend payment is at the
discretion of the Board, and dividends will only be declared by the Board from time to time where the Board has
determined, in its sole discretion, that the profits and available cash of the Corporation can support such dividend
payment. See Item 5 — “Securities Offered — Terms of Securities — Dividend Policy and Reinvestment Plan”.

The Corporation’s primary source of revenue is interest payments from mortgage investments. As of the date
of this Offering Memorandum, 100% of the Corporation’s portfolio is invested into residential mortgages, primarily
loans secured by first and second mortgages. Since incorporation, the net profits of the Corporation, generally the
revenue generated from mortgage investments after deducting fees and operating expenses, have consistently been
sufficient the Corporation to pay dividends equal to 8% per annum to investors in Preferred Shares. Net profits in
excess of the amount required for payment of an 8% dividend to the holders of Preferred Shares are held in a reserve
fund. The Corporation uses this reserve to fund consistent distributions to investors at times in months where the net
profits from the Corporation’s investments are insufficient to pay an 8% dividend, and to cover any potential credit
losses arising from loan defaults to protect investors’ investment principal.

Since the Corporation funds dividends through revenues earned on its mortgage investments. Consequently,
the Corporation’s financial performance, and consequently, its ability to pay dividends is subject to a number of risks
and uncertainties affecting mortgage investments and the mortgage investment industry. See Item 2.3 — “Development
of the Business — Trends” and Item 9 — “Risk Factors”.

Board of Directors

The mandate of the board of directors of the Corporation is to supervise the management of the business and
affairs of the Corporation with a view to the best interests of the Corporation and its Shareholders generally. The board
of the Corporation (the “Board”) consists of eleven directors, of which six directors are independent. The Board
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approves all policies of the Corporation and has final approval on all individual mortgages recommended by the
Manager. In addition to the professional qualifications and experience they have individually, the Board receives on-
going education and support on corporate governance and industry policies from its professional advisors.

The Board meets as a whole at least quarterly to review the reports from the Manager and the Administrator
on the Corporation’s investment portfolio and operations.

Credit Committee

The Board has established a Credit Committee consisting of at least three persons. The Credit Committee of
the Board is responsible for setting the investment objectives and policies of the Corporation, and reviewing the
investments in mortgages made by the Manager on behalf of the Corporation in order to confirm that such investments
comply with such objectives and policies.

The members of the Credit Committee are Jie Chen, Judy Lee and Michele Steko. Members of the Credit
Committee are compensated separately for their participation on this committee.

Conflicts Committee

The Board has established a Conflicts Committee consisting of the independent directors of the Corporation.
The Conflicts Committee has been established to review situations where a reasonable person would consider a person
acting in relation to the Corporation, such as the Manager, the Administrator, or an entity related to either of them, to
have a conflict of interest in respect of its relationship to or activities in relation to the Corporation. The Conflicts
Committee will review and provide input to the Corporation with respect to the written policies and procedures of the
Corporation related to conflict of interest matters and will review, provide recommendations in respect of and/or
approve any conflict of interest matters referred to it.

Specifically, the Conflicts Committee will review transactions to ensure that the Manager is fairly and
equitably allocating available lending opportunities between its clients, including through mortgage origination or
through the transfer of existing mortgages. See Item 2.8 — “Related Party Transactions and Conflicts of Interest”.

The members of the Conflicts Committee are Peter K. C. Lee, Martin Middlestadt and Sheldon Rajesky.
Members of the Conflicts Committee are compensated separately for their participation on this committee.

Marketing Plans

Mortgage transactions for the Corporation are sourced by the Manager. The Corporation works closely with
retail mortgage brokers throughout Ontario, Manitoba, Alberta and British Columbia in order to market itself as an
alternative lender of choice in the non-conforming mortgage market segment. In addition, the Manager will participate
at various financial forums and seminars, as well as organize financial planning seminars to market the Corporation
and its business endeavors in the mortgage investment corporation community. The Corporation expects to be well-
positioned to receive referrals on mortgage lending opportunities that do not meet the criteria of the major financial
institutions. As a result, the Corporation’s investments in non-conforming mortgages are expected to earn a higher
rate of interest than what is generally obtainable through traditional mortgage lending activities.

Competition

The Corporation competes for investment capital against other alternative and exempt-market investment
products, including other mortgage investment corporations. The Corporation’s ability to successfully compete for
investment capital depends on its ability to generate attractive, stable returns for its investors.

The Corporation competes for mortgage investment opportunities against private lenders, other MICs,
mortgage syndicators, individual investors, and real estate investment trusts, both domestic and foreign, which seek
mortgage investments similar to those sought by the Corporation. Such lenders may have greater financial and
technical resources than the Corporation. Although such competition, as well as any future competition, may adversely
affect the Corporation’s success in the marketplace, at the present time the Corporation and the Manager have no
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reason to believe that such competition will prevent the Corporation from successfully executing its business plan or
operating profitably.

The Corporation intends to achieve capital growth at a measured rate that will enable it to source and invest
in prudent mortgages in order to generate stable returns for its Preferred Shareholders while minimizing risk.

Anti-Money Laundering (AML) Policy

The Corporation has adopted an AML policy to prevent our financial services from being used to promote
criminal activity. In order for the Corporation, the Manager and the Administrator to ensure ongoing compliance with
all government AML regulations, from time to time they may require additional information from the Subscribers.

If the Corporation has reasonable grounds to suspect that a transaction or an attempted transaction is related
to the commission or attempted commission of a money laundering offence or a terrorist activity financing offence,
the Corporation is required to report to the Financial Transactions and Reports Analysis Centre of Canada (FINTRAC)
and such report shall not be treated as a breach of any restriction upon the disclosure of information imposed by law
or otherwise.

2.3 Development of Business

The Corporation was incorporated on November 21,2013 and commenced raising funds pursuant to offerings
of Preferred Shares in March 2014.

Financial Performance

From March 31, 2014 to the date of this Offering Memorandum, the rate of return on an investment in
Preferred Shares has been consistently at 8% per annum. When enrolled in the Dividend Reinvestment Plan (DRIP),
the rate of return is 8.30% per annum. The following graph reflects the annualized rate of returns of the Corporation
for the last nine completed financial years (from November 1 of each year to October 31 of the following year).
Readers are cautioned that past performance is not indicative of future performance, and Corporation cannot guarantee
that investors in Preferred Shares will receive similar returns in the future.

Performance by Financial Year

10.00%

8.00%

6.00%

4.00%

2.00%

0.00%

< n (] ~ (e ] (o] o — o~ o
— — « — -l - o~ [} N N
o o o o o o o o o o
_)((_\l (@] o~ (@] o~ o~ N o~ o~ (@]

® Annualized Rate of Return

* The Corporation commenced raising funds pursuant to offerings of Preferred Shares in March 2014. The 8.3% Rate of Return for the Financial
Year ended October 31, 2014 is a pro-rated amount.
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Mortgage Portfolio Details (as of January 31, 2024)

The Corporation holds 222 mortgages, with a total principal outstanding of $78,939,244.34. All mortgages
held by the Corporation are residential mortgages, and no mortgage comprises over 10% of the portfolio. Mortgage
terms usually range from 6 to 24 months, which minimizes real estate price fluctuation risk, interest rate risk and
duration risk. The weighted average term is 10.82 months and the weighted average remaining term is 5.06 months.
The mortgages that will mature in less than one year represent 96.38% of the total principal of the portfolio.

Morsage a0 e Wolhid e
Ontario $78,824,300.66 10.19%* 66.39%
Manitoba $114,943.68 13.69% 59.69%
Alberta Nil - -
Total $78,939,244.34 10.20%* 66.38%

* Adjusted rate including Lender Fees

The following outlines the Corporation’s mortgages by registration priority of the mortgage security:

Mortgage Principal Proportion of Mortgage Portfolio

First $51,834,793.00 65.66%
Second $26,123,451.34 33.09%
Third $981,000.00 1.24%
Total $78,939,244.34 100.00%

The following outlines the Corporation’s mortgages by property type:

Mortgage Principal Proportion of Mortgage Portfolio

Detached $52,232,059.34 66.17%
Semi-Detached $4,882,000.00 6.18%
Townhouse $9,683,487.00 12.27%

Low & High-Rise Condo $12,141,698.00 15.38%

Total $78,939,244.34 100.00%
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Due to our prudent and conservative lending practices, delinquency, losses and write-offs have been nominal.
Since inception, actual losses incurred by the Corporation through power of sale and foreclosure represents
approximately 0.17% of the total mortgage principal funded.

As of the date of this Offering Memorandum, the Corporation has a total of seven impaired mortgages
(mortgages with payments more than 90 days overdue) undergoing enforcement. Of the seven impaired mortgages,
all are first in registration priority secured against Ontario real estate. The total principal amount of the impaired
mortgages is $6,686,450.00, which represents 8.47% of the total principal of the portfolio. Based on the expected
realizable value of the collateral and the first priority registration, the Corporation expects to recover the principal
amounts and income fully or substantially. Any losses are expected to be minimal and can be offset against
accumulated reserves already in place.

As aresult, the Corporation does not expect the impaired mortgages to negatively impact on the rate of return
on an investment in Preferred Shares.

As of the date of this Offering Memorandum, the Corporation has not made any arrangements to
accommodate the financial difficulties of any borrower which would be material to a reasonable investor.

Trends

For over a decade in Canada, private mortgage lending has been a growing sector. The Corporation expects
the continuation of strong demand for private mortgage loans such as those offered by the Corporation due to many
factors, including as stricter lending regulations and mortgage stress test requirements imposed on federally regulated
financial institutions in October 2016, January 2018 and June 2021.

The government-mandated stress test is aimed at ensuring that the home buyer could still afford the mortgage
if interest rates were to rise, and applies to all insured and uninsured mortgages applications and renewals at federally
regulated financial institution. Even where the home buyer has more than 20 percent for a down payment, the home
buyer will have to meet mortgage qualification criteria at the higher of 2% above the offered mortgage rate or 5.25%.
OFSI (Office of the Superintendent of Financial Institutions) has confirmed this threshold will remain in place for
2024. This stress test makes it more difficult for borrowers to obtain residential mortgages from regulated financial
institutions and reduces the maximum amount that they qualify to borrow.

Other aspects of the stress test requires that the home buyer must not exceed a pre-set percentage of total
household income on home-carrying costs including mortgage payments, heat and taxes; while also not exceeding a
separate pre-set percentage of total household income on total debt service which includes mortgage payments and all
other debt payments.

The stricter lending regulations and mortgage stress test requirements also make it difficult for borrowers
under existing mortgages to renew or refinance their existing mortgage loans from the federally regulated financial
institutions, or to qualify for a home equity line of credit.

To meet these stress tests, buyers must effectively have higher annual household income or home equity. The
Corporation expects that buyers who do not meet the stress test for a mortgage from the federally regulated financial
institutions will turn to private mortgage lenders such as the Corporation, which are not subject to the government
guidelines.

The Corporation expects the increased lending opportunities will enable the Corporation to make lower-risk
loans (such as mortgages with lower loan-to-value ratios, and to applicants with higher credit scores) on financial
terms that are more favourable to the Corporation.

Interest Rates

The Bank of Canada has moved aggressively in recent years to raise interest rates to cool inflation. Between
March 2022 and July 2023, Canada’s central bank increased the Overnight Rate ten times, from 0.25% to 5.00%,
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where it has remained as of the date of this Offering Memorandum. The pace and scale of the interest rate increases
have made mortgages much more expensive to service, preventing new homebuyers from entering the market and
discouraging existing homeowners from trading up. In turn, the volume and prices of home sales have declined.

There is optimism that 2024 will bring interest rate relief. Forecasts from most of the “Big 6” Canadian banks
see the Overnight Rate falling back to 3.50% to 4.00% by the end of 2024. The banks’ predictions are based on a
combination of factors, including the cooling of the Canadian economy, consumer spending, rising unemployment,
and Canada’s interdependency with other central banks, specifically those of the United States and the European
Union.

The Corporation expects that the anticipated interest rate cuts in the short to medium term will help ease the
burden on borrowers for everything from mortgage payments to credit cards and car loan payments. The Corporation
also expects that decreases in overnight rates will lead to a rebound in the volume and prices of home sales, directly
increasing the demand for private mortgages such as those offered by the Corporation.

Outlook

The Corporation expects there will continue to be a significant and growing market for alternative mortgage
lenders such as the Corporation, which can offer more flexible underwriting criteria than Schedule I banks and other
federally-regulated lenders that dominate the market for conventional residential mortgages. Schedule I banks are less
able to lend on single-family conventional mortgage loans where the borrower lacks an established credit history in
Canada such as new immigrants and foreign investors, borrowers who are self-employed, compensated by commission
income as opposed to a wage or salary, or who have experienced difficulties as a result of loss of employment or lack
of long-term employment. High home prices, particularly in major Canadian cities, and the amended Guideline B-20
stress test, have made it increasingly difficult for prospective mortgage borrowers to qualify to meet the rigid
underwriting criteria of these federally-regulated financial institutions. Such borrowers often find it difficult to obtain
financing from traditional financial institutions, regardless of LTV or the equity they possess in the properties offered
as security for the mortgage loan. Private lenders such as the Corporation are not subject to the same strict underwriting
criteria. The Corporation anticipates that the demand for private mortgages will continue until regulatory restrictions
on federally-regulated lenders are eased, or the Guideline B-20 stress test rules are relaxed.

2.4 Long Term Objectives

The Corporation’s business objective for the next 24 months is to continue the development of its business
by raising investment capital and investing substantially in mortgages secured by real property located in Canada in
accordance with the Corporation’s investment policies, and to provide Shareholders with sustainable returns on
investment through dividend payments. See Item 2.2 — “Our Business — Investment Restrictions, Policies and
Guidelines”. The Corporation aims to raise such funds as are required to achieve and maintain a mortgage portfolio
of approximately $75 million, but not exceeding $125 million, through the issue of Preferred Shares pursuant to the
Offering, and where available, by using credit available to the Corporation under arrangements such as the Credit
Facility. It is expected that the Corporation’s costs will be similar to the costs outlined herein, on a proportionate basis.
See Item 1 — “Use of Available Funds”.

We will achieve this long-term growth of our earnings and assets by investing in mortgages through lending
activities that meet our lending guidelines, minimizing both risk of our capital and the number of foreclosures. We
will continue to focus on diversifying the risk while generating a yield substantially higher than an investor could
achieve from traditional bank source. As a result, the Corporation intends on generating sustainable income from its
investments while preserving corporate capital for re-investment.

2.5 Short Term Objectives

The Corporation’s business objectives for the next 12 months are to:

(a) raise additional capital pursuant to the Offering and invest in mortgages sufficient to maintain the
Corporation’s mortgage portfolio at approximately $75 million;
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(b) enhance the operating efficiency of the Corporation in conjunction with its long term objectives;

(c) source appropriate lending opportunities by bundling our mortgages with major Canadian financial
institutions; and

(d) maintain and to deliver a target net rate of return to Shareholders of 8% per annum without
substantial risk to investor’s principal.

The cost to achieve the short term objective will be the costs associated with the preparation and filing of this
Offering Memorandum, including professional fees, management fees, interest and bank charges, trustee fees,
licensing fees and compensation paid to sellers and finders where applicable.

The following table discloses how the Corporation intends to meet the objectives:

Target Completion Date/

Actions to be taken Number of Months to Complete Cost to Complete
Raise net proceeds of $15,000,000 pursuant Ongoing $825,0000
to the Offering
Manage and administer the existing mortgage Ongoing $875,000@

portfolio through the Management
Agreement and the Administration
Agreement, and general and administrative
expenses

Invest in mortgages in accordance with the Ongoing $14,175,000©
Corporation’s lending policies

Notes:

M Assuming selling commissions of 5% and offering expenses of $75,000.

@ There are no fixed costs associated with this objective. However, through contractual arrangements, the Corporation will pay
affiliated entities to provide management and mortgage administration services in exchange for the payment of amounts based
upon the book value of the assets of the Corporation. See Item 2.7 — “Material Agreements — Management Agreement” and
“— Administration Agreement”. The amount of such payments for the next 12 months is approximately $750,000 (assuming
average book value of the assets of the Corporation of $50,000,000 during such period). In addition, the Corporation expects
to incur general and administrative expenses of $125,000 during such period.

3 This amounts represents the available funds which are intended to be used for investment in mortgages as described in this
Offering Memorandum, but does not include the Management Fee or Administration Fee payable in respect of such
investments. Funds that are not immediately invested may be applied against amounts outstanding under the Credit Facility
to reduce debt until acceptable mortgage investment opportunities are identified. The Credit Facility is a revolving credit
facility, and any funds applied to pay amounts outstanding thereunder may be re-advanced to the Corporation, including for
mortgage investments. See Item 2.2 — “Our Business — Capital Resources”. Alternatively, the Corporation may deposit such
funds in short-term deposits, savings accounts or government guaranteed investment certificates.

2.6 Insufficient Funds

The funds available as a result of the Offering may not be sufficient to accomplish all of the Corporation’s
proposed objectives and there is no assurance that alternative financing will be available. If funds provided by the
Offering and cash provided by the Corporation’s operations are insufficient to accomplish the Corporation’s business
objectives, the Corporation expects to rely on credit of up to $50,000,000 available under the Credit Facility. However,
without substantial Offering proceeds, the Corporation will not be able to reduce its indebtedness under the Credit
Facility, and its mortgage lending activities could be severely limited.

2.7 Material Agreements

The Corporation is party to the following material agreements:
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(a) Management Agreement dated and effective November 21, 2013, as amended from time to time,
with the Manager for the provision of a wide range of services including, but not limited to,
mortgage brokerage services, and overseeing and managing the Corporation’s investment portfolio;

and

(b) Administration Agreement dated and effective November 21, 2013, as amended from time to time,
between the Manager, the Corporation and the Administrator, for the provision of general
administration services including but not limited to generally administering mortgage loans,
collecting the principal, interest and all other amounts due to the Corporation from mortgagors, and
delivering same to the Corporation.

The following descriptions of the Corporation’s material agreement are summaries only, and are qualified
in their entirety by reference to the complete texts of such agreements. Copies of all material agreements may be
reviewed by appointment during normal business hours during the course of this Offering at the Corporation’s head
office located at 360 Highway 7 East, Unit 28, Richmond Hill, Ontario L4B 3Y7.

Management Agreement

Pursuant to the Management Agreement, the Manager was appointed the manager of the Corporation and its
investment portfolio. The Manager has the authority to direct the business, operations and affairs of, and manage the
day-to-day activities of, the Corporation and, as applicable, any entity which the Corporation may control from time
to time, and to source, recommend, and make available to the Corporation, for investment mortgages or interests in
mortgages that meet the Corporation’s investment restrictions and underwriting criteria.

The duties of the Manager pursuant to the Management Agreement include:

(a) Management of the Corporation:

(1)

(i)

(iii)

(iv)

V)

(vi)

negotiation and execution of any investment related agreements, including but not limited
to, term sheets, mortgage commitments, and any and all mortgage documents including
postponements and discharges as may be required;

negotiate contractual arrangements with third-party providers of services to the
Corporation, and appoint, supervise and remove such third-party service providers and any
replacements upon such terms as the Manager shall think fit;

providing ongoing assistance and guidance to the Corporation to ensure it is compliant at
all times with any and all legislation which may bind the Corporation and its business
activities including but not limited to the Tax Act, Mortgage Broker Legislation, applicable
securities laws, and any associated regulations and policies thereunder, it being
acknowledged that the Manager, at its sole discretion, may contract this function out to a
third party with the written consent of the directors of the Corporation;

actively and regularly evaluate the Corporation’s portfolio in the context of the investment
objectives specified by the Corporation, and for compliance with the investment
restrictions specified by the Corporation from time to time, and monitor regularly on an
ongoing basis the Corporation’s compliance with applicable laws and regulatory
requirements, and with the requirements under the Tax Act to qualify as a “mortgage
investment corporation” thereunder;

supervision on an ongoing basis of all Corporation funds including, but not limited to
general investments, advances, draws, interest payments, collection and disbursement of
any funds payable or receivable in accordance with the requirements of the arrangements,
mortgages, agreements, undertakings and contracts therefor;

recommend to the directors of the Corporation the amount of distributions to be made by
the Corporation to its Shareholders;



(b)

(vii)

(viii)

(ix)
x)

(xi)
(xii)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)
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provide support and assistance with respect to soliciting investor funds for investment in
the Corporation pursuant to applicable prospectus and registration exemptions available to
the Corporation, or through registered dealers;

providing regular and continuing accounting, on the basis of generally accepted accounting
practices, respecting all costs and expenses of the Corporation;

instituting, prosecuting and defending legal actions affecting the Corporation;

maintain proper books, accounts and records of the Corporation and its mortgage portfolio,
and deliver reports to the Board;

maintain the registers of securityholders of the Corporation;

reporting to the investors, on a minimum of an annual basis, regarding the operation of the
Corporation;

collecting and mailing financial and other reports and all other notices required to be
completed by the Corporation;

attending to all arrangements necessary for meetings of the Corporation;

distributing annual tax information prepared by or for the Corporation to the investors each
year for the preceding calendar year;

coordinate preparation and delivery to shareholders and the Canadian securities regulatory
authorities of financial statements and other continuous disclosure documents and reports
as are required by applicable law from time to time;

do all such acts, take all such proceedings, execute all such documents and exercise all
such rights and privileges, although not specifically mentioned here, as the Manager may
deem necessary to administer the Corporation and its affairs, and to carry out the purposes
of the Corporation in order for the Corporation to seek to achieve its investment objectives
or as the Corporation may from time to time reasonably request.

Portfolio management and mortgage brokerage:

(i)

(i)

(iii)

(iv)

seek out and evaluate opportunities for investments by the Corporation in mortgages and
refer to the Corporation any mortgage investment opportunity it directly or indirectly
originates that may meet the investment restrictions specified by the Corporation from time
to time;

seek out and evaluate opportunities for investments by the Corporation in mortgages and
refer to the Corporation any mortgage investment opportunity through the acquisition of
existing mortgages held by third parties that may meet the investment restrictions specified
by the Corporation from time to time;

perform comprehensive due diligence on the assets underlying each mortgage investment
opportunity as required including, but not limited to, obtaining structural reports (where
necessary), environmental reports, appraisals, quantitative surveyor or architects
certificates, title insurance and, to the extent possible, audited operating statements and,
when requested, provide the Corporation with all necessary information relating to such
mortgage investment opportunity;

arrange for the investment and reinvestment of the assets of the Corporation in accordance
with the investment restrictions specified by the Corporation from time to time with the
goal of achieving the Corporation’s investment objectives, including identification,
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evaluation, acquisition and disposition of mortgages, extending and/or modifying
mortgage investments of the Corporation, and the enter into one or more agreements with
respect to the same as agent for the Corporation;

v) processing all documentation relating to the business of the Corporation, including but not
limited to, applications, appraisals, commitments, registration, funding, collection and
discharge of such documents;

(vi) provide assistance to the Corporation with respect to the ongoing evaluation and, as
required, adjustment of its investment objectives and restrictions;

(vii) supervise the day-to-day affairs and administration of mortgages in the Corporation’s
mortgage portfolio and maintain proper books of accounts and records for the Corporation
in connection with each such mortgage;

(viii)  oversee the servicing of all mortgages in the Corporation’s portfolio, monitor the status of
all such mortgages, and respond to any potential issues as they may arise;

(ix) hold the assets of the Corporation in connection with the mortgages, which assets shall be
held in trust by the Manager for the Corporation;

(x) deliver to the Corporation such reports with respect to the Portfolio as it may request and,
at the Directors’ request, provide a representative to attend meetings of the Directors;

(xi) as required, enter into agreements with persons licensed under Mortgage Broker
Legislation or the requisite legislation to carry on the activities contemplated under the
Management Agreement; and

(xii) such other matters, services or acts as shall be reasonably necessary or ancillary to the
matters set out above or as the Corporation may from time to time reasonably request.

The Manager is a related party to the Corporation because the shareholders, directors, and officers of the
Manager are also shareholders, directors, and officers of the Corporation. The Manager is obligated to exercise its
powers and discharge its duties under the Management Agreement honestly and in good faith and in the best interests
of the Corporation. In connection therewith, the Manager must also exercise the degree of care, diligence and skill
that a reasonably prudent person would exercise in the circumstances.

The Manager shall receive compensation in respect of the Management Agreement as set out above in the
section entitled Item 2.2 — “Our Business — Management Fees and Expenses”.

The Corporation will pay for all fees and expenses incurred by the Manager on behalf of the Corporation in
connection with its management duties, including legal, audit, travel, marketing, advertising, shareholder meeting and
communication costs that relate specifically to the Corporation and its Shareholders. The Corporation will also be
responsible for all taxes, commissions, brokerage commissions and other costs of securities transactions, debt service
and costs relating to any credit facilities and any extraordinary expenses which it may incur or which may be incurred
on its behalf from time to time, as applicable.

The Manager is responsible for all of its internal costs, including (i) all salaries, wages and other expenses of
employees of the Manager, (ii) rent and office expenses, (iii) telephone and other communication costs and travel
expenses unrelated to the investment activities of the Corporation and office supplies and services, and general
administrative expenses and other expenses that are customarily considered to be overhead expenses; and (iv) all costs
and fees associated with complying with the licensing requirements of applicable laws, including Mortgage Broker
Legislation.
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The term of the Management Agreement continues indefinitely until terminated in accordance with its terms,
including due to: the dissolution of the Corporation; the bankruptcy or insolvency of the Manager; the Corporation or
the Manager being in breach or default of the Management Agreement and such breach or default has not been cured
within 30 days of notice by the non-defaulting party to the defaulting party; the resignation of the Manager or
termination by the Corporation upon not less than 120 days’ written notice; the Manager failing to hold the licenses,
registrations or other authorizations necessary to carry out its obligations and being unable to obtain them within a
reasonable period after their loss; or termination upon the mutual consent of the Corporation and the Manager.

Under the Management Agreement, the Corporation has agreed that the Manager and its directors, officers,
employees and partners shall not be liable to the Corporation for any default, failure or defect in the portfolio held by
the Corporation or for any act performed, or failure to act, by the Manager within the scope of the authority conferred
on the Manager under the Management Agreement, unless such act or omission constitutes wilful misconduct, bad
faith, negligence, breach of its standard of care or material breach or default of its obligations. To the extent permitted
by applicable law, the Corporation shall indemnify and hold harmless the foregoing from any loss or claim (other than
loss of profits) arising out of their activities on behalf of the Corporation or in furtherance of the interests of the
Corporation provided the activity was within the scope of the authority of the Manager in accordance with the
Management Agreement and was not the result of any of the foregoing’s wilful misconduct, bad faith, negligence,
breach of the applicable standard of care, material breach or default of its obligations or a breach of fiduciary duty.
Under the Management Agreement, the Manager has agreed to indemnify and hold harmless the Corporation and its
affiliates and its and their respective officers, directors, securityholders, employees and agents from any loss suffered
by reason of any acts or omissions or alleged acts or omissions of the Manager that constitute wilful misconduct, bad
faith, negligence, breach of its standard of care or material breach or default of its obligations.

Under the Management Agreement, the Corporation has acknowledged that the services being provided by
the Manager under the Management Agreement are not exclusive and that the Manager may, from time to time,
provide similar services to other persons, enter into other advisory relationships or engage in other business activities,
even though such activities may be in competition with the Corporation and involve substantial time and resources of
the Manager, provided that the Manager acts, at all times, in accordance with the standard of care that is contemplated
by the Management Agreement and thereby allocates investment opportunities to the Corporation and to its clients on
a fair and equitable basis.

Administration Agreement

Pursuant to the Administration Agreement, the Manager has appointed the Administrator to provide mortgage
servicing services to the Corporation on its behalf. The duties of the Administrator pursuant to the Administration
Agreement include:

(a) instruct legal counsel to act on behalf of the Corporation, as lender, in respect of mortgage loans,
the preparation of all security and other documents related thereto, the registration of security,
including mortgage security, in each case in compliance with the applicable mortgage terms;

(b) assemble gross loan amounts from the Corporation and any other participants in particular
mortgages, advance same to legal counsel, in each case in compliance with the applicable mortgage
terms;

(c) advance loan amounts to borrowers pursuant to mortgages in accordance with the applicable

mortgage terms;
(d) pay expenses as required on behalf of the Corporation;

(e) administer the mortgages, including collecting payments of principal, interest, and penalties from
borrowers in accordance with the applicable mortgage terms;

® promptly remit to the Corporation all payments in connection with mortgages collected by the
Administrator on behalf of the Corporation, and hold all such payments in trust pending remittance
to the Corporation;
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(2) discharge mortgages upon redemption;

(h) ensure that the Corporation is registered on title for all the mortgages it holds and arrange for the
safe custody of deeds if applicable;

(i) diligently monitor the status of the mortgages, including the character of the properties mortgaged
thereunder or in the amount or nature of the insurance coverage on such properties, and any change
in any of the foregoing;

() immediately report to the Manager and the Corporation any change in the status of any mortgage,
and the character of the property mortgaged thereunder or in the amount or nature of the insurance
coverage on such property, upon the Administrator becoming aware of the change;

(k) provide to the Manager and the Corporation a report on the status of the mortgages on at least an
annual basis, indicating, in respect of each mortgage, the portion of the payments applied to principal
and to interest and the outstanding principal balance at the end of the statement period, and the
amount of the Administration Fee charged by the Administrator;

)] cooperate with the Manager in order to ensure compliance with the Investment Objective and the
investment restrictions and policies of the Corporation as the same exist from time to time, provided
that these are communicated to the Administrator;

(m) where appropriate, pursue arrears and institute and prosecute legal actions through competent
counsel for the enforcement of the Corporation’s contractual or other rights including as a mortgagee
in a timely and professional manner (and the Corporation and the Manager hereby agree to cooperate
in a timely manner in respect of same);

(n) retain solicitors, counsel, and other experts and receivers, and advance such funds as the
Administrator considers reasonable or necessary to preserve, protect, defend or improve the
Corporation’s interest in any mortgage or loan or real property or in any other investment;

(0) co-ordinate and supervise the services of any person, firm or corporation (other than the Manager
or third parties retained by the Manager) including, without limitation, property appraisers, engaged
to provide services to the Corporation or in relation to its mortgage investments;

(p) maintain and administer a trust account by keeping records of transactions related to the funds
collected in trust pursuant to this Agreement, and prepare monthly and annual reconciliation
statements for such trust account;

(@) act as a consultant to the Corporation in matters that may arise from time to time between mortgagors
and the Corporation;

() such other matters, services or acts as shall be reasonably necessary or ancillary to the matters set
out above or as the Corporation may from time to time reasonably request.

The Administrator is a related party to the Corporation because the sharehold