
  

  

No securities regulatory authority has expressed an opinion about these securities and it is an offence to claim otherwise.  This prospectus constitutes a 
public offering of securities only in those jurisdictions where they may be lawfully offered for sale and therein only by persons permitted to sell such 
securities. 
 
The securities offered hereby have not been, and will not be, registered under the United States Securities Act of 1933, as amended 
(the ”U.S. Securities Act”) or any state securities laws and, except as permitted by the Agency Agreement (as defined herein) and pursuant to certain 
exceptions, may not be offered or sold in the United States, or to or for the account or benefit of a U.S. person (as defined in Regulation S under the U.S. 
Securities Act) unless registered under the U.S. Securities Act and applicable state securities laws.  This prospectus does not constitute an offer to sell or a 
solicitation of an offer to buy any of the securities offered hereby within the United States or to, or for the account or benefit of, U.S. persons.  See “Plan 
of Distribution”. 
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Builders Capital Mortgage Corp. 

$12,000,000 (1,200,000 Subscription Receipts) Minimum 
$40,000,000 (4,000,000 Subscription Receipts) Maximum 

$10.00 per Subscription Receipt 

This prospectus qualifies the distribution of up to 4,000,000 subscription receipts ( “Subscription Receipts”) of Builders 
Capital M ortgage Corp. (t he “Corporation”) at  a price of $ 10.00 per S ubscription Receipt ( the “Offering”).  E ach 
Subscription Receipt represents the right to receive one Class A non-voting share (“Class A Non-Voting Share”) of the 
Corporation on the terms and conditions described below.  The Subscription Receipts are being offered on a “best-efforts” 
agency basis pursuant to an agency agreement entered into among the Corporation, the Manager and MGI Securities Inc., 
Mackie R esearch C apital Corporation, M acquarie Private W ealth I nc., Burgeonvest B ick S ecurities Limited, Industrial 
Alliance Securities Inc., Leede Financial Markets Inc. and PI Financial Corp. (collectively, the “Agents”) dated October 25, 
2013 (the “Agency Agreement”). 

The Corporation will p rovide in vestors with th e o pportunity to in vest i n mortgages s elected b y B uilders Capital 
Management Corp. (the “Manager”). Pursuant to the terms of a management services agreement to be entered into between 
the Corporation and the Manager at or prior to the closing of the Offering (the “Management Services Agreement”), the 
Manager will act as the manager of and portfolio advisor to the Corporation.  See “Organization and Management Details 
of the Corporation”. 

The Corporation, a newly-incorporated company under the laws of the Province of Alberta, intends to qualify as a mortgage 
investment corporation under the Tax Act (as defined herein) and is not a trust company and, accordingly, is not registered 
under the trust c ompany l egislation of any j urisdiction.  Neither t he S ubscription R eceipts nor the Class A Non-Voting 
Shares are “deposits” within the meaning of the Canadian Deposit Insurance Corporation Act (Canada) and are not insured 
under t he pr ovisions of  t hat A ct or  a ny ot her le gislation.  By q ualifying a s a  mortgage i nvestment c orporation, t he 
Corporation will be a non-bank provider of residential and construction real estate finance. 

The investment objective of the Corporation is, with a focus on capital preservation to acquire and maintain a Portfolio 
consisting p rimarily o f c onstruction M ortgages th at g enerates a ttractive r eturns r elative to  r isk i n o rder to  p ermit the 
Corporation to pa y distributions to its s hareholders.  See “Investment Objective”, “Attributes of the Share Capital” an d 
“Risk Factors”. 
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Price to the 

Public(1) 

 
Agents’ 

Fee(2)(3)(7) 

 Net Proceeds to 
the 

Corporation(2)(3)(4) 
Per Subscription Receipt .....................................................  $10.00  $0.60  $9.40 
Minimum Offering(6) ...........................................................  $12,000,000  $720,000  $11,280,000 
Maximum Offering(5)(6) .......................................................  $40,000,000  $2,400,000  $37,600,000 
Notes: 

(1) The price of the Subscription Receipts has been determined by negotiations between the Corporation and the Agents. 
(2) The Corporation has agreed to pay the Agents a cash fee equal to 2% of the gross proceeds received from sales to persons identified on the 

president’s list.  In addition, the Corporation has agreed to pay the Agents a cash fee equal to 6% of the gross proceeds received from all other 
sales by the Agents.  The Agents’ fee and net proceeds to the Corporation have been calculated assuming that there are no purchasers from the 
president’s list. 

(3) The Agents’ fee with respect to the Subscription Receipts is payable upon the satisfaction by the Corporation of the listing requirements of 
either the TSX or the TSX-V.  If the listing requirements of neither the TSX nor the TSX-V are satisfied, then the Agents’ fee with respect to 
the Subscription Receipts will be reduced by 50% and will be payable to the Agents from the general funds of the Corporation. See “Plan of 
Distribution”. 

(4) Excluding interest, if any, on the Escrowed Funds and before deducting expenses of the Offering estimated to be $640,000, which will, together 
with the Agents’ fee, be paid out of t he proceeds of t he Offering upon release of t he Escrowed Funds (assuming the c losing o f t he Initial 
Portfolio Acquisition).  See Note (3) above. 

(5) The Corporation has granted to the Agents an option (the “Over-Allotment Option”), exercisable in whole or in part for a period of 30 days 
following the c losing of  t he Offering, t o purchase an additional 600,000 Subscription Receipts or Class A Non-Voting Shares, i f the Over-
Allotment O ption is  e xercised a fter c ompletion o f th e Initial P ortfolio Acquisition ( as d efined h erein), r epresenting 1 5% o f the a ggregate 
number of Subscription Receipts (or Class A Non-Voting Shares, as applicable) sold under the Offering at a price equal to the Offering price 
per Subscription Receipt (or Class A No n-Voting Share, as applicable), on the same terms and conditions as the Offering.  T his prospectus 
qualifies the distribution of the Over-Allotment Option and the Subscription Receipts or Class A Non-Voting Shares, as applicable, issuable on 
the exercise of the Over-Allotment Option.  If the Over-Allotment Option is exercised in full, the total price to the public under the Maximum 
Offering will be $46,000,000, the Agents’ fee will be $2,760,000 and the net proceeds to the Corporation will be $43,240,000.  Any investors 
who acquire Subscription Receipts (or Class A Non-Voting Shares, as applicable) forming part of the Agents’ over-allocation position will 
acquire those securities under this prospectus regardless of whether the over-allocation is ultimately filled through the exercise of the Over-
Allotment Option or through secondary market purchases.  See “Plan of Distribution”. 

(6) Each investor in Subscription Receipts must subscribe for a minimum of 100 Subscription Receipts. 
(7) As additional consideration, the Corporation will gr ant to t he Agents a t closing of  t he Offering n on-transferable compensation options ( the 

“Agents’ Compensation Options”) equal to 6% of the aggregate number of Subscription Receipts (or Class A Non-Voting Shares, as the case 
may be) sold pursuant to the Offering.  Each Agents’ Compensation Option entitles the Agents to purchase one Class A Non-Voting Share of 
the Corporation (“Broker Shares”) at the Offering price at any time prior to the date that is 36 months from the closing date of the Offering.  
This prospectus qualifies the distribution of the Agents’ Compensation Options and Broker Shares to the Agents.  

The Agents conditionally offer the Subscription Receipts on a “best efforts” basis if, as and when issued, sold and delivered 
by t he Corporation in acco rdance with t he co nditions co ntained i n t he A gency Agreement r eferred t o u nder “Plan of  
Distribution” and subject to the approval of certain legal matters on behalf of the Corporation by Osler, Hoskin & Harcourt 
LLP a nd o n b ehalf o f t he Agents b y M acPherson Leslie &  T yerman L LP.  I n c onnection with t his O ffering a nd i n 
accordance with and subject to applicable laws, the Agents are permitted to engage in transactions that stabilize or maintain 
the market price of the Class A Non-Voting Shares at levels other than those which might otherwise prevail on the open 
market.  Such transactions, if commenced, may be discontinued at any time.  See “Plan of Distribution”. 

Each Subscription Receipt will entitle the holder thereof to receive, without payment of additional consideration or further 
action, o ne Class A  N on-Voting S hare of t he Corporation upon t he c losing o f t he a cquisition ( “Initial Portfolio 
Acquisition”) by the Corporation of certain portfolios of Mortgages currently owned by privately-held entities described in 
more detail under “Acquisition of the Initial Mortgage Portfolio”.  The proceeds from the sale of the Subscription Receipts 
(the “Escrowed Funds”) will be held by Valiant Trust Company, as escrow agent (the “Escrow Agent”), and invested in 
short-term obl igations of , or  g uaranteed b y, t he G overnment of  Canada ( and ot her a pproved i nvestments) pe nding 
completion of the Initial Portfolio Acquisition.  Upon the closing of the Initial Portfolio Acquisition on or before 5:00 p.m. 
(Calgary time) on December 19, 2013, the Escrowed Funds and the interest thereon (after the payment of the Agents’ fees 
and expenses), will be released to  the Corporation or such other party as directed by the Corporation and each holder of 
Subscription Receipts will receive one Class A Non-Voting Share, for each Subscription Receipt held, without payment of 
additional consideration or further action.  The Corporation will utilize the net Escrowed Funds (after the payment of the 
Agents’ fees a nd expenses) to pay the p urchase price f or the I nitial P ortfolio A cquisition in accordance with t he Initial 
Portfolio Acquisition Agreement.  Any Escrowed Funds which are not used to  complete the Initial Portfolio Acquisition 
will be used to fund Mortgages invested in from time to time in a manner c onsistent with the investment objective and 
investment s trategies o f t he Corporation.  As t he mortgage i nvestments which f orm t he I nitial Mortgage Portfolio w ill 
primarily be  c onstruction dr aw mortgages, a  por tion of  t he n et pr oceeds will be  r etained t o f und c ontinuing mortgage 
advances and to ensure that sufficient working capital is available in order to meet the Corporation’s commitments and the 
requirements of its borrowers. 
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If: (i) the closing of the Initial Portfolio Acquisition does not occur by 5:00 p.m. (Calgary time) on December 19, 2013, or 
such other date not later than December 30, 2013 as agreed to by the Corporation and the vendors of the initial mortgage 
portfolios t o be  a cquired, ( ii) the I nitial P ortfolio Acquisition i s te rminated i n a ccordance with t he te rms o f t he I nitial 
Portfolio Acquisition Agreement (as defined herein) at any earlier time, (iii) a party to the Initial Portfolio Acquisition has 
disclosed to the public that it does not intend to proceed with the Initial Portfolio Acquisition, or (iv) the Corporation has 
advised the Agents (as defined herein) that it does not intend to or is unable to proceed with the Initial Portfolio Acquisition 
(in each case, the “Termination Time”) or the listing requirements of neither the TSX nor the TSX-V are satisfied, then 
holders of Subscription Receipts shall be entitled to receive an amount per Subscription Receipt equal to the Offering price 
therefor and a pro rata share o f interest earned thereon.  T he Escrowed Funds will be applied towards payment o f such 
amount.  I n th e e vent t hat t he I nitial P ortfolio Acquisition c loses c oncurrently with the c losing o f the O ffering, the 
Corporation will issue Class A Non-Voting Shares, rather than Subscription Receipts, to subscribers in this Offering and 
the distribution of such Class A Non-Voting Shares is qualified by this prospectus. 

Subscriptions will be received subject to  r ejection o r a llotment i n whole o r i n part and the r ight is r eserved to  c lose the 
subscription books at any time without notice.  One or more global certificates representing the Subscription Receipts will 
be issued in registered form to CDS Clearing and Depository Services Inc. (“CDS”) or its nominee and will be deposited 
with CDS on the date of the closing of the Offering, which is expected to occur on or about December 12, 2013, or such 
later date as the Corporation and the Agents may agree, but in any event not later than December 30, 2013.  Alternatively, 
at the option of the Corporation, the Subscription Receipts will be issued using CDS’ book-entry only procedures.  In either 
such case, a purchaser of Subscription Receipts will receive only a customer confirmation from a registered dealer that is a 
Participant (as defined under “Glossary of Terms”) and from or through which the Subscription Receipts are purchased and 
CDS will r ecord th e P articipant who holds S ubscription Receipts o n b ehalf o f o wners who h ave p urchased them in 
accordance with t he b ook-based s ystem. Should t he M inimum O ffering not be  a ttained by  December 3 0, 201 3, t he 
subscriptions received by the Agents will be returned to the Subscribers without any interest or deduction.  See “Plan of 
Distribution”. 

There is currently no market through which the Subscription Receipts or Class A Non-Voting Shares issuable 
thereunder may be sold and purchasers may not be able to resell such securities acquired under this prospectus.  
The Toronto Stock Exchange (the “TSX”) has conditionally accepted the listing of the Class A Non-Voting Shares 
under the symbol “BCF”. Listing is subject to the Corporation fulfilling all of the requirements of the TSX on or 
before January 14, 2013, including the distribution of the Class A Non-Voting Shares to a minimum number of 
public securityholders, completion of the Initial Portfolio Acquisition and a minimum public raise of $30,000,000.  In 
addition, the TSX Venture Exchange (the “TSX-V”) has also conditionally accepted the listing of the Class A Non-
Voting Shares under the symbol “BCF”. Listing is subject to the Corporation fulfilling all of the requirements of the 
TSX-V, including the distribution of the Class A Non-Voting Shares to a minimum number of public 
securityholders, completion of the Initial Portfolio Acquisition and the completion of a private placement of Class B 
Non-Voting Shares and acquisition of Additional Mortgages (as defined herein) in certain circumstances, including 
where only the Minimum Offering is raised, within five Business Days of the Initial Portfolio Acquisition.  This may 
affect the pricing of the securities in the secondary market, the transparency and availability of trading prices, the 
liquidity of the securities, and the extent of issuer regulation. In the event that the Corporation is able to satisfy the 
listing requirements of both the TSX and the TSX-V, it intends to list the Class A Non-Voting Shares on the TSX. 
See “Risk Factors”. 

A return on your investment in the Corporation is not comparable to the return on an investment in a fixed-income 
security.  The recovery of your initial investment is at risk, and the anticipated return on your investment is based 
on many performance assumptions.  Further, there may be limited or no liquidity in the Mortgages that make up 
the Portfolio and, if no secondary market for such Mortgages exists, the valuation and ability to resell such 
Mortgages will be impaired if a resale is required.  Although the Corporation intends to declare dividends on its 
Class A Non-Voting Shares, these dividends are non-cumulative and may be suspended or not made at all.  The 
actual declaration of dividends will depend on numerous factors, including without limitation, risks related to the 
Corporation’s ability to acquire and maintain a portfolio of Mortgages that generates the returns targeted by the 
Manager and borrower defaults.  In addition, the market value of the Class A Non-Voting Shares may decline if the 
Corporation is unable to meet dividend payment expectations in the future, and that decline may be significant.  See 
“Risk Factors”. 

Investors should rely only on the information contained in this prospectus.  T he Corporation has not authorized anyone to 
provide investors with different information.  T he Corporation is not offering the Subscription Receipts in any jurisdiction 
in which the Offering i s not permitted.  I nvestors should not assume that the information contained in this p rospectus is 
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accurate as  of any date other than the date of this prospectus.  S ubject to the Corporation’s obligations under applicable 
securities laws, the information contained in this prospectus is accurate only as of the date of this prospectus regardless of 
the time of delivery of this prospectus or of any sale of the Subscription Receipts. 
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GLOSSARY OF TERMS 

The following is a glossary of terms used in this prospectus. 

“ABCA” means the Business Corporations Act (Alberta), as may be amended from time to time. 

“ABCP” means asset backed commercial paper. 

“Additional Mortgages” means such additional Mortgages to be acquired from BCI under the Initial Portfolio Acquisition 
Agreement. 

“affiliate” has the meaning under the Securities Act (Alberta). 

“Agency Agreement” means the agency agreement dated October 25, 2013 among the Corporation, the Manager and the 
Agents. 

“Agents” means, collectively, MGI Securities Inc., Mackie Research Capital Corporation, Macquarie Private Wealth Inc., 
Burgeonvest B ick S ecurities Limited, Industrial A lliance S ecurities Inc., Leede Financial Markets I nc. and P I Financial 
Corp. 

“Agents’ Compensation Option” means the number of compensation options granted by the Corporation to the Agents 
equal to 6% of the aggregate number of Subscription Receipts (or Class A Non-Voting Shares, as applicable) sold pursuant 
to th e Offering, e ach o ption entitling the Agents to  p urchase one Broker Share at  the Offering p rice f or a period of 36 
months following the closing of the Offering. 

“Aggregate Funded and Committed Assets” means ( a) a ll e xisting mortgage i nvestments a nd i nterim i nvestments 
comprising the Portfolio; plus (b) all mortgage investments previously approved and mortgage investments committed by 
or on  behalf of  t he C orporation; pl us ( c) i n t he c ontext of  a  m ortgage l oan a pproval r eview, t he proposed m ortgage 
investment being considered for approval; plus (d) cash and cash equivalents. 

“Annual Redemption Date” means the last business day of October of each year, beginning in 2014. 

“Annual Redemption Payment Date” means o n o r b efore t he l ast b usiness day of t he m onth f ollowing the A nnual 
Redemption Date. 

“Annual Redemption Price” means (a) in respect of the Class A Non-Voting Shares, 95% of the NAV per Share, and (b) 
in respect o f the Class B Non-Voting Shares, (i) 100% of the NAV per Share i f the Class B Non-Voting Shares are no t 
listed for trading on the TSX or such other recognized stock exchange in Canada or (ii) 95% of the NAV per Share if the 
Class B Non-Voting Shares are listed for trading on the TSX or such other recognized stock exchange in Canada, in each 
case on the applicable Annual Redemption Date. 

“Annual Redemption Right” means the right to redeem Class A Non-Voting Shares on the Annual Redemption Date, as 
described under “Redemption of Shares – Annual Redemptions”. 

“Asset Allocation Model” means, collectively, the set of investment guidelines governing the allocation of investments in 
which the Corporation’s assets are placed, as summarized under “Investment Strategies – Asset Allocation Model”. 

“Audit Committee” means the audit committee of the Board. 

“Authorized Investments” means cash and guaranteed investment certificates. 

“Automatic Repurchase” has the meaning set forth under “Attributes of the Share Capital – Restrictions on Ownership”. 

“Automatic Repurchase Shareholder” has the meaning set forth under “Attributes of the Share Capital – Restrictions on 
Ownership”. 

“BCI” means Builder’s Capital Inc., a corporation governed by the laws of the Province of Alberta. 

“BCMIC” means B uilders C apital M ortgage I nvestment Corp., a c orporation g overned by  t he laws o f the P rovince o f 
Alberta. 

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

“Broker Shares” means t he Class A N on-Voting S hares i ssuable t o t he Agents upon t he e xercise o f t he Agents’ 
Compensation Option. 
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“CDS” means CDS Clearing and Depository Services Inc. 

“CGAAP” means t he former C anadian generally accep ted acco unting p rinciples i n accordance with P art V  o f the 
Handbook of the Canadian Institute of Chartered Accountants, which have been replaced by IFRS. 

“Class A Non-Voting Share” means a class A non-voting share of the Corporation. 

“Class A Non-Voting Shareholder” means a holder of Class A Non-Voting Shares. 

“Class B Non-Voting Share” means a class B non-voting share of the Corporation. 

“Class B Non-Voting Shareholder” means a holder of Class B Non-Voting Shares. 

“Committed Mortgages” has the meaning set forth under “The Portfolio”. 

“construction Mortgages” means Mortgages provided to borrowers to assist with the funding of the construction of a new 
project or the construction or redevelopment of an existing project. 

“Conventional Mortgages” has the meaning set forth under “Overview of the Western Canadian Construction Mortgage 
Lending Industry – Types of Mortgage Investments”. 

“Corporation” means Builders Capital Mortgage Corp., a corporation governed by the laws of the Province of Alberta. 

“CRA” means the Canada Revenue Agency. 

“DPSPs” means deferred profit sharing plans as defined in the Tax Act. 

“Escrow Agent” means Valiant Trust Company. 

“Escrow Agreement” has the meaning set forth under “Escrowed Securities”. 

“Escrowed Funds” means the proceeds from the sale of the Subscription Receipts. 

“independent director” means a member o f t he B oard w ho i s not a n as sociate, d irector, o fficer o r e mployee o f the 
Manager or of an affiliate of any of the foregoing and who is independent (as such term is defined in NI 52-110) of the 
Corporation and the Manager. 

“IFRS” m eans International F inancial R eporting Standards and C anadian g enerally accepted acco unting p rinciples i n 
accordance with Part I of the Handbook of the Canadian Institute of Chartered Accountants. 

“Initial Mortgage Portfolio” means, (a) in the case of the Minimum Offering, (i) the existing portfolio of mortgages that 
has been as sembled and f unded b y BCMIC and managed by t he Manager as o f th e closing date o f th e Initial P ortfolio 
Acquisition and ( ii) s uch ad ditional mortgages f rom B CI as  t he M anager d eems ad visable, i n each  cas e, w hich w ill be 
acquired by the Corporation pursuant to the terms of the Initial Portfolio Acquisition Agreement and (b) in the case of the 
Maximum O ffering, t he ex isting p ortfolio o f mortgages t hat h as b een as sembled an d f unded b y B CMIC an d B CI an d 
managed b y t he M anager as o f th e c losing d ate o f the Initial P ortfolio Acquisition which will be  a cquired by  t he 
Corporation  pursuant to the terms of the Initial Portfolio Acquisition Agreement. 

“Initial Portfolio Acquisition” means the proposed acquisition by the Corporation of the Initial Mortgage Portfolio from 
BCMIC and BCI in accordance with the terms of the Initial Portfolio Acquisition Agreement. 

“Initial Portfolio Acquisition Agreement” means the acquisition agreement dated October 24, 2013 among the 
Corporation, BCMIC a nd BCI pursuant to which, a mong other th ings, the Corporation will acquire the Initial Mortgage 
Portfolio. 

“Lender Fees” means t he mortgage o rigination a nd servicing fees generated i n connection with Mortgages sourced and 
managed by the Manager and acquired by the Corporation. 

“Management Services Agreement” has the meaning set forth on the face page of this prospectus. 

“Manager” means Builders Capital Management Corp., a corporation governed by the laws of the Province of Alberta. 

“Manager Fee” has the meaning set forth under “Fees and Expenses – Management Fees and Operating Expenses”. 

“Maximum Offering” means $40,000,000 or 4,000,000 Subscription Receipts. 
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“MIC” means a “mortgage investment corporation” as defined under the Tax Act. 

“Minimum Offering” means $12,000,000 or 1,200,000 Subscription Receipts. 

“Mortgages” means an interest in a  mortgage, a  mortgage of a  leasehold interest (or o ther like instrument, including an 
assignment of or an acknowledgement of an interest in a mortgage), a hypothecation, a d eed of trust, a charge or other 
security interest of or in real property used to secure obligations to repay money by a charge upon the real property. 

“Mortgage Loan Impairment” means any loan, where, in the Manager’s opinion, there has been a deterioration of credit 
quality to the extent that the Corporation no longer has reasonable assurance as to the timely collection of the full amount 
of the principal and interest. 

“NAV” means the net asset value of the Corporation. 

“NAV per Share” has the meaning set forth under “Organization and Management Details of the Corporation - Net Asset 
Value per Share”. 

“NI 41-101” means National Instrument 41-101 – General Prospectus Requirements. 

“NI 51-102” means National Instrument 51-102 – Continuous Disclosure Obligations.  

“NI 52-110” means National Instrument 52-110 – Audit Committees. 

“NI 58-101” means National Instrument 58-101 – Disclosure of Corporate Governance Practices. 

 “Non-Conventional Mortgage” has the meaning set forth under “Overview of the Western Canadian Mortgage Lending 
Industry – Types of Mortgage Investments”. 

“Offering” means the offering of Subscription Receipts and any Subscription Receipts issued pursuant to the exercise of 
the Over-Allotment Option pursuant to this prospectus. 

“Over-Allotment Option” means the o ver-allotment opt ion granted b y t he C orporation t o the Agents t o p urchase 
additional Subscription Receipts (or Class A Non-Voting Shares, as applicable) representing 15% of the aggregate number 
of Subscription Receipts (or Class A Non-Voting Shares, as applicable) sold under the Offering, at the Offering price for a 
period of 30 days following the closing of the Offering. 

“Participant” has the meaning set forth under “Description of Subscription Receipts – Book-Entry Only System”. 

“Portfolio” means the portfolio of Mortgages of the Corporation. 

“Principal Shareholders” means t he holders o f t he Voting S hares, being Sandy Loutitt, J ohn S trangway, B rent Walter, 
David Pinkman and John Drummond. 

“RDSPs” means registered disability savings plans as defined in the Tax Act. 

“real property” means land, r ights or interest in land in Canada (including, without limitation, leaseholds, air r ights and 
rights i n c ondominiums, b ut e xcluding M ortgages) a nd any b uildings, s tructures, i mprovements an d f ixtures l ocated 
thereon. 

“Repurchased Shares” has the meaning set forth under “Attributes of the Share Capital – Restrictions on Ownership”. 

“RESPs” means registered education savings plans as defined in the Tax Act. 

“RRIFs” means registered retirement savings plans as defined in the Tax Act. 

“RRSPs” means registered retirement savings plans as defined in the Tax Act. 

“Shareholders” means, collectively, the Class A Non-Voting Shareholders and the Class B Non-Voting Shareholders. 

“Shares” means, collectively, the Class A Non-Voting Shares and the Class B Non-Voting Shares. 

“Subscription Receipt Agreement” means the agreement to be dated the date of the closing of the Offering among others 
including the Corporation, MGI Securities Inc. and the Escrow Agent, governing the terms of the Subscription Receipts. 

“Subscription Receipts” means the subscription receipts of the Corporation offered by this prospectus. 
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“Target Allocation” has the meaning set forth under “The Portfolio”. 

“Tax Act” means, collectively, the Income Tax Act (Canada) and the Income Tax Regulations. 

“Termination Time” has the meaning set forth on the first page of this prospectus. 

“TFSA” means tax-free savings accounts as defined in the Tax Act. 

“Total Portfolio” has the meaning set forth under “The Portfolio”. 

“Triggering Transaction” has the meaning set forth under “Attributes of the Share Capital – Restrictions on Ownership”. 

“TSX” means the Toronto Stock Exchange. 

“TSX-V” means the TSX Venture Exchange. 

“U.S. Securities Act” has the meaning set forth on the face page of this prospectus. 

“Voting Shares” means the common voting shares of the Corporation.  

“Voting Share Unanimous Shareholders Agreement” has the meaning set forth under “Principal Shareholders”. 
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ABOUT THIS PROSPECTUS 

Unless o therwise i ndicated o r t he co ntext o therwise r equires, t he d isclosure co ntained i n t his p rospectus a ssumes t hat: 
(i) the transactions described under the heading “Acquisition of the Initial Mortgage Portfolio” have been completed; and 
(ii) the Over-Allotment Option is not exercised. 

The Corporation, a newly-incorporated company on March 28, 2013 under the ABCA, is authorized to issue an unlimited 
number of common shares.  However, prior to the closing of the Offering, the Corporation intends to amend its articles to 
authorize the issuance of an unlimited number of Class A Non-Voting Shares and Class B Non-Voting Shares and 1,000 
Voting Shares.  The common shares of the Corporation will be converted into Voting Shares on a one for one basis.  In this 
prospectus, unless the context otherwise requires, the disclosure in this prospectus assumes that the Corporation’s articles 
have been amended to allow for an authorized share capital consisting of Class A Non-Voting Shares, Class B Non-Voting 
Shares and Voting Shares with the rights, privileges, conditions and restrictions as set forth under the heading “Attributes of 
the Share Capital”. In addition, the articles will be amended to restrict the Corporation from, among other things, making 
any i nvestment o r c onducting a ny a ctivity t hat would r esult i n th e C orporation f ailing to  q ualify a s a  M IC within the 
meaning of the Tax Act. 

In t his p rospectus, un less t he c ontext otherwise r equires, t he word “mortgage” means a m ortgage s ecured l oan.  I n t he 
mortgage lending industry generally, the term “commercial mortgage” has a broad meaning and is used to refer to mortgage 
loans made i n r espect of  a ll types of  r eal pr operty, i ncluding r esidential ( including multi-residential), o ffice, r etail a nd 
industrial us e pr operty.  I n t his pr ospectus, t he t erm “commercial p roperty” means s imilar t ypes of  pr operty un less t he 
context otherwise requires. 

Capitalized terms used in this prospectus have defined meanings.  P lease refer to “Glossary of Terms” for a  l ist and the 
meaning of defined terms used herein. 

In this prospectus, references to “$” are to Canadian dollars. 

FORWARD LOOKING STATEMENTS 

This prospectus contains forward-looking statements.  O ften, but not always, forward-looking statements can be identified 
by t he use o f words s uch a s “plans”, “proposes”, “expects”, “estimates”, “intends”, “anticipates”, o r “believes”, o r 
variations (including negative and grammatical variations) of such words and phrases or state that certain actions, events or 
results “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved.  F orward-looking statements involve 
known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements 
of the Corporation to be materially different from any future results, performance or achievements expressed or implied by 
the forward-looking statements.  Examples of such statements include, but are not limited to:  the timing of the distribution 
of the S ubscription Receipts pursuant to t he O ffering, the completion o f t he Initial Portfolio Acquisition and t he p rivate 
placement of Class B Non-Voting Shares and related transactions, the use of proceeds from the Offering, the estimated 
purchase price for the Initial Mortgage Portfolio, the nature of the Corporation and its affairs following the completion of 
the Offering, the Initial Portfolio Acquisition and the private placement of Class B Non-Voting Shares, the ability of the 
Corporation to qualify as a MIC under the Tax Act, the forecasted financial results of the Corporation for the periods set out 
in the financial forecast section of this prospectus, the outlook for the Canadian real estate market and the Mortgage lending 
industry, timing of receipt of regulatory approvals, the annualized yield of the Corporation that the Manager is targeting and 
the amount and timing of payment of such distributions.  Actual results, performance and developments are likely to differ, 
and may differ materially, from those expressed or implied by the forward-looking statements contained in this prospectus.  
Such forward-looking statements are based on a number of assumptions which may prove to be incorrect, including, but not 
limited to : t he c ompletion o f th e O ffering, the I nitial P ortfolio Acquisition and t he p rivate p lacement o f Class B  N on-
Voting Shares (including related transactions), the ability of the Corporation to maintain a portfolio of Mortgages capable 
of generating the necessary annual yield or returns to enable the Corporation to achieve its investment objective and to pay 
dividends, t he a bility o f th e Corporation to e stablish a nd maintain r elationships a nd a greements with ke y s trategic and 
financial p artners, t he q ualification o f the Corporation as a M IC under t he T ax Act, the ab ility t o o btain al l r equired 
regulatory approvals, the maintenance o f prevailing interest rates at  favourable levels, the ability of borrowers to service 
their obligations under the Mortgages of the Corporation, the ability of the Manager to effectively perform its obligations 
owed to the Corporation, anticipated costs and expenses, competition, changes in general economic conditions, no material 
variations in the current tax and regulatory environments, future levels of indebtedness and the current economic conditions 
remaining unchanged.  While the Corporation anticipates that subsequent events and developments may cause its views to 
change, the Corporation specifically d isclaims a ny o bligation t o u pdate t hese f orward-looking s tatements or t o pu blicly 
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announce the r esults o f any revisions to a ny such statements t o reflect f uture e vents or developments.  Comparisons o f 
results for current and any prior periods are not intended to express any future trends or indications of future performance, 
unless expressed as such, and should only be viewed as historical data, except as required by applicable law.   

The r eader i s f urther c autioned t hat t he p reparation o f t he f inancial forecast i ncluded i n t his p rospectus r equires 
management of the Corporation to make certain assumptions, judgments and estimates that affect the forecast of financial 
results, i ncluding a ssets, r evenues, l iabilities a nd e xpenses. T hese e stimates may c hange, having e ither a  negative o r 
positive effect on actual results as further information becomes available, and as the economic environment changes. 

These f orward-looking statements should n ot be  r elied upon a s representing t he Corporation’s vi ews a s of  a ny date 
subsequent to the date of this prospectus.  Although the Corporation has attempted to identify important factors that could 
cause actual actions, events or results to differ materially from those described in forward-looking statements, there may be 
other factors that cause actions, events or results not to be as anticipated, estimated or intended.  There can be no assurance 
that f orward-looking s tatements will p rove t o b e accu rate, as  act ual r esults, p erformance an d f uture e vents co uld d iffer 
materially from those anticipated in such statements.  Accordingly, readers should not place undue reliance on forward-
looking statements.  The factors identified above are not intended to represent a complete list of the factors that could affect 
the Corporation.  Additional factors are noted under “Risk Factors”. 

MARKET DATA 

This prospectus contains statistical data, market research and industry forecasts that were obtained from government and 
industry pu blications a nd r eports or  a re ba sed on  e stimates de rived from s uch p ublications a nd r eports a nd t he 
Corporation’s or the Manager’s knowledge of, and experience in, the markets in which the Corporation intends to operate. 
Government and industry publications and reports generally indicate that they have obtained their information from sources 
believed to be reliable, but do not guarantee the accuracy and completeness of their information. Actual outcomes may vary 
materially from those forecast in such publications or reports, and the prospect for material variation can be expected to 
increase as the length of the forecast period increases. While the Corporation believes this data to be reliable, market and 
industry data is subject to variations and cannot be verified due to limits on the availability and reliability of data inputs and 
other limitations and uncertainties inherent in any statistical survey. Accordingly, the accuracy, currency and completeness 
of this information cannot be guaranteed. None of the Fund, the Manager or the Agents has independently verified any of 
the data from third party sources referred to in this Prospectus or ascertained the underlying assumptions relied upon by 
such sources.
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PROSPECTUS SUMMARY 

The following is a summary of the principal features of this distribution and should be read together with the more detailed 
information a nd financial d ata co ntained el sewhere i n t his prospectus.  C apitalized t erms used i n t his p rospectus h ave 
defined meanings.  Please refer to “Glossary of Terms” for a list and the meaning of defined terms used herein. 

The Corporation Builders Capital Mortgage Corp. is a newly-incorporated company under the 
ABCA. The Corporation does not currently have any subsidiaries.  The Corporation 
intends to qualify as a MIC.  See “The Corporation”. 

Offering The Subscription Receipts are being o ffered at  a price of $ 10.00 per S ubscription 
Receipt w ith a minimum offering a mount of $12,000,000 (1,200,000 Subscription 
Receipts) and a maximum offering amount of $40,000,000 (4,000,000 Subscription 
Receipts).  E ach S ubscription Receipt will en title t he holder t hereof t o r eceive, 
without p ayment o f a dditional c onsideration o r further a ction, o ne Class A N on-
Voting Share of the Corporation upon the closing of the Initial Portfolio Acquisition.  
If the Termination T ime occurs or the lis ting requirements o f neither the T SX nor 
the TSX-V are satisfied, the Escrow Agent will return to the holder of Subscription 
Receipts, an amount per Subscription Receipt equal to the Offering price and a p ro 
rata share of interest earned thereon.  See “Description of Subscription Receipts”, 
“Purchase o f S ubscription Receipts”, “Plan o f D istribution” and “Fees an d 
Expenses”. 

Minimum Purchase $1,000 (100 Subscription Receipts). 

Investment Objective The investment objective of the Corporation is, with a focus on capital preservation, 
to acquire and maintain a Portfolio consisting primarily of construction Mortgages 
that generates attractive returns relative to risk in order to permit the Corporation to 
pay distributions to its shareholders.  See “Investment Objective”, “Attributes of the 
Share Capital” and “Risk Factors”. 

Investment Strategies The Corporation plans to achieve its investment objective by investing in a Portfolio 
consisting p rimarily o f co nstruction Mo rtgages that ar e s ecured b y d evelopment 
stage residential (including multi-residential) real property.  The Corporation intends 
to f ocus i ts investments primarily in urban markets a nd t heir s urrounding a reas, 
which the Corporation believes are t ypically more liquid a nd provide less volatile 
security for M ortgage l oans.  The Corporation intends to  focus i ts i nvestment in 
western Ca nada, however, the Corporation’s Asset Allocation M odel p ermits t he 
Corporation to invest in Mortgages across Canada if the Manager determines it to be 
advisable. 

 The Corporation’s p rimary focus o n short-term c onstruction M ortgages, t hough 
principally d esigned t o r educe r isk i n t he P ortfolio an d i ncrease l iquidity o f t he 
investments, is also expected to enhance returns in certain circumstances as a portion 
of the Lender Fees will be credited to the Corporation by the Manager as mortgage 
loans mature and new mortgage loans are placed.  

 The Corporation has be en c reated t o pr ovide i nvestors a n oppor tunity t o i nvest 
indirectly, b y ho lding shares o f t he Corporation, i n Mo rtgages s elected b y t he 
Manager i n acco rdance with t he Corporation’s Asset Allocation M odel a nd its  
investment objectives and restrictions.  The Corporation intends to build on the track 
record an d experience o f t he Manager t o o ffer investors an  o pportunity to benefit 
from its M ortgage i nvestment strategy.  T he Corporation intends t o grow i ts 
Portfolio by  pe riodically r aising c apital t hrough e quity offerings a nd using t he 
proceeds of such equity offerings to fund or purchase additional Mortgages.  Subject 
to i mportant l imitations a nd in cer tain cas es, S hareholder ap proval, f uture eq uity 
offerings of Shares may be made for net proceeds to the Corporation per Share that 
are less than NAV per Share.  S ee “The Corporation – Development and Rationale 
of the Corporation”. 
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Competitive Advantages 
of the Corporation 

Experienced and Reputable Management 
The directors, officers and principals of the Manager have experience, an established 
reputation a nd a  n etwork of l ong-term r elationships in t he construction and 
Mortgage lending industries in western Canada. 

The d irectors, o fficers an d p rincipals o f t he Corporation and t he M anager ha ve 
expertise in  three areas t hey co nsider k ey t o g enerating attractive r eturns for t he 
Corporation, n amely: ( a)  knowledge o f M ortgage unde rwriting and f inance 
structuring; (b) knowledge of residential construction and the construction process; 
and (c)  the cap acity t o p rovide co mprehensive a nd s tructured M ortgage l oan 
oversight, servicing and collection methodology. 

 The M anager h as b uilt a  full-service as set management p latform t hat has t he 
capacity to successfully underwrite, finance, acquire and manage assets that fit the 
investment profile and mandate of the Corporation. 

Structured to Enhance Returns and Investor Confidence 

The s tructure o f t he Corporation is d esigned t o e nhance r eturns t hrough: 
(i) alignment of the interests of the Manager with those of the Shareholders through 
the participation by the Corporation with the Manager in Lender Fees; (ii) alignment 
of the interests of the Manager with those of the Shareholders through compensation 
arrangements which obligate the Manager to contribute a portion of the Lender Fees 
back t o t he Corporation in t he cas e o f a  Mortgage Loan I mpairment where t he 
Corporation is n ot a ble to  f ully r ecover t he o riginal p rincipal a mount i n t he 
applicable M ortgage; ( iii) a t ested M ortgage l ending model, which p rovides r eal 
estate security for each Mortgage; and (iv) strong governance practices. 

Construction Capabilities 

The M anager has ex perience with al l a spects o f r esidential co nstruction, which 
provides t he Man ager with t he ab ility t o co mplete a ny unfinished d evelopment 
projects which t he C orporation’s s ubsidiaries h old or  m ay a cquire t hrough 
enforcement proceedings or otherwise in a timely and cost efficient manner. 

Leverage The Corporation will not generally utilize leverage to enhance returns.  However, 
the Corporation may from time to time, including either prior to or following the 
closing of the Offering and the Initial Portfolio Acquisition enter into one or more 
credit facilities with arm’s length financial institutions or other lenders.  

The C orporation is  a lso r estricted in  its u se o f le verage b y t he r equirements to  
maintain its status as a MIC.  See “Investment Strategies – Leverage”.  

Use of Proceeds The Corporation will use the net proceeds of the Offering as follows: 

   Minimum Offering(4) (6) Maximum Offering(4)  
  Gross Proceeds to the Corporation $12,000,000 $40,000,000  
  Agents’ Fees(1) (2) (3) $720,000 $2,400,000  
  Estimated Expenses of the Offering(5) $640,000 $640,000  
  Net Proceeds to the Corporation $10,640,000 $36,960,000  
  Purchase Price for the Initial Portfolio 

Acquisition(4) 
$10,400,000 $36,720,000  

  Remaining Proceeds of the Offering $240,000 $240,000  
  Notes: 

(1) The Corporation has agreed to pay the Agents a cash fee equal to 2% of the gross proceeds 
received f rom sales to persons identified o n the p resident’s l ist.  I n addition, t he 
Corporation has agreed t o p ay t he Agents a  cash fee equal t o 6 % of  t he gross p roceeds 
received f rom a ll o ther sa les by the  Agents.  T he A gents’ fee a nd Ne t P roceeds t o the  
Corporation have be en c alculated a ssuming th at th ere a re no pu rchasers f rom t he 
president’s list. 

(2) As a dditional c onsideration, t he Corporation will gr ant to th e Age nts at c losing of  th e 
Offering Age nts’ C ompensation O ptions equal to 6 % of  th e a ggregate number of  
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Subscription Receipts (or Class A Non-Voting Shares, as applicable) sold pursuant to the 
Offering.  Each Agents’ Compensation Option entitles the Agents to purchase one Broker 
Share  at the Offering price at any time prior to the date that is 36 months from the closing 
date o f the  O ffering.  T his prospectus qualifies t he d istribution of  t he Age nts’ 
Compensation Options and Broker Shares to the Agents. 

(3) The Agents’ fee with respect to the Subscription Receipts is payable upon the satisfaction 
by t he C orporation of  th e l isting requirements of  e ither th e TS X or  the TS X-V.  I f t he 
listing requirements of neither the TSX nor the TSX-V are satisfied, then the Agents’ fee 
with respect to the Subscription Receipts will be reduced by 50% and will be payable to 
the Agents from the general funds of the Corporation. See “Plan of Distribution”. 

(4) Assumes c losing of  t he I nitial Portfolio Acquisition a nd the composition of  t he I nitial 
Mortgage P ortfolio a s of October 24, 2 013. Represents t he e stimated Initial Portfolio 
Acquisition pu rchase pr ice as of  such date.  The  purchase price for th e Initial Mortgage 
Portfolio Acquisition will vary prior to the closing thereof due to changes in the value of 
the Initial Mortgage Portfolio (for example, additional mortgages will have been funded or 
mortgages repaid).  The purchase price for the Initial Mortgage Portfolio will be equal to 
the a ggregate o utstanding p rincipal a mount of  t he a pplicable initial M ortgages to be  
acquired plus all interest incurred and unpaid as of the closing time of the Initial Portfolio 
Acquisition.  The acquisition of  t he Initial Mortgage Portfolio wi ll b e completed b y t he 
Corporation upon t he terms o f the  I nitial P ortfolio A cquisition Agreement.  S ee 
“Acquisition of the Initial Mortgage Portfolio”. 

(5) The expenses of the Offering are to be paid from the proceeds of the Offering upon release 
of t he Es crowed F unds ( assuming the  c losing of  t he I nitial P ortfolio Ac quisition), 
estimated to be $640,000, include the costs of creating and organizing the Corporation, the 
costs of printing and preparing this prospectus, legal expenses, marketing expenses, certain 
expenses incurred by the Agents and certain other expenses incurred in connection with 
the Offering. See Note (3) above. 

(6) Assuming th e c losing of  t he M inimum Of fering, the Corporation int ends to a cquire 
Mortgages und er the I nitial Portfolio Acquisition of approximately $10.4 m illion in 
accordance with  th e terms of  th e I nitial P ortfolio Ac quisition Agr eement.  I n t hese 
circumstances, pursuant to the conditional acceptance listing requirements of the TSX-V, 
within f ive B usiness D ays o f the  c ompletion o f the  I nitial P ortfolio A cquisition the 
Corporation will be required to complete and intends to complete (i) a private placement of 
Class B Non-Voting S hares of  a pproximately $ 11.7 m illion and ( ii) w ithin t his f ive 
Business Day period, the proceeds of  t his pr ivate p lacement wi ll b e u sed to acquire the 
Additional M ortgages such that after the a cquisition of  t he Addi tional M ortgages, the 
portfolio of Mortgages will be approximately $22.1 million. Accordingly, the Corporation 
may acquire Mortgages (including the Additional Mortgages) from BCI under the Initial 
Portfolio Acquisition Agreement in one or more stages. 

 Subject t o r eceipt o f a s atisfactory fairness o pinion f rom an i ndependent va luator 
and regulatory ap proval, t he Corporation will use a  s ubstantial p ortion o f the net 
proceeds o f the Offering for the Initial Portfolio Acquisition.  S ee “Acquisition o f 
the I nitial M ortgage P ortfolio” and “ Use o f P roceeds”. Any net p roceeds o f t he 
Offering (after the payment of the Agents’ fees and expenses) which are not used to 
complete the Initial Portfolio Acquisition will be used to fund Committed Mortgages 
or other Mortgages invested in from time to time in a manner consistent with the 
investment objective and investment strategies of the Corporation. As the mortgage 
investments which form the Initial Mortgage Portfolio will primarily be construction 
draw mortgages, a portion of the net proceeds will be retained to fund continuing 
mortgage advances and to ensure that sufficient working capital is available in order 
to m eet t he C orporation’s c ommitments a nd t he r equirements of  i ts bor rowers.  
Pending us e f or a ny of  t he f oregoing pu rposes, t he Corporation will in vest th e 
balance of the net proceeds of the Offering in Authorized Investments. 

Risk Factors An i nvestment i n S ubscription R eceipts a nd Class A N on-Voting S hares i ssuable 
thereunder is  s ubject to  n umerous r isks, in cluding, b ut n ot li mited to : (a) no 
assurance is given that the investment objective of the Corporation will be achieved 
or that the Corporation will be able to make distribution payments to Class A Non-
Voting S hareholders ( which ar e n on-cumulative) at  t argeted l evels o r a t a ll; 
(b) fluctuations in t he value o f r eal e state a nd t he ef fect o f general economic 
conditions thereon; (c) construction Mortgages involve a higher degree of risk than 
non-construction Mortgages; (d) r eliance o n b orrowers; (e) sensitivity to  i nterest 
rates; (f) risks related to Mortgage defaults; (g) foreclosure and related costs; (h)  the 
trading premium or discount at which Class A Non-Voting Shares may trade relative 
to NA V p er S hare; ( i) reliance o f t he Corporation on t he Man ager; ( j) share cl ass 
voting implications; and (k) adverse changes in legislation.  See “Risk Factors”. 
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Selected Financial Information The following selected financial data is derived from (and is qualified in its entirety 
by) the Corporation’s financial statements appearing elsewhere in this prospectus, all 
of which were p repared i n acco rdance with I FRS ( current C anadian generally 
accepted acco unting p rinciples).  The i nformation s hould b e r ead i n co njunction 
with t hose f inancial s tatements, an d t he notes t hereto, an d “ Management’s 
Discussion and Analysis”, also appearing elsewhere in this prospectus.  Historical 
financial statements and related Management’s Discussion and Analysis for BCMIC 
and BCI, t he ve ndors o f t he Initial Mortgage Portfolio, are at tached as  S chedules 
“A” and “B”, respectively to this prospectus. 

 

 As at April 4, 2013 
 (audited) 

Total assets, end of period         $ 1,000 
Shareholders’ equity, end of period         $ 1,000 

Financial Forecast 

 

The financial forecast of the Corporation attached as Schedule “D” was prepared by 
management of the Corporation, using assumptions with an effective date of June 
28, 2013, and was approved by the Board of Directors on July 17, 2013.  Pursuant to 
applicable s ecurities p olicies, t he C orporation i s r equired t o u pdate t he f orecast 
during t he f orecast p eriod b y i dentifying an y material c hanges from t he forecast 
resulting from events that have occurred since it was issued and by comparing such 
forecast with annual audited actual results and interim unaudited actual results for 
the periods covered. The results of this comparison will accompany the annual or 
interim financial statements of the Corporation for the relevant periods.  

The forecast has been prepared in accordance with the measurement, presentation 
and disclosure of financial f orecasts established in P art 4A and 4 B of NI 51-102. 
The f orecast h as b een p repared af ter g iving e ffect t o t he Offering a nd t he o ther 
transactions contemplated in this prospectus to be completed before, concurrently or 
following th e Closing a nd using a ssumptions t hat r eflect management’s i ntended 
course of action for the Corporation for the periods covered, given management’s 
judgment as to the most probable set of economic conditions. The forecast assumes 
the Closing o ccurred o n September 30, 2013. The forecast assumes that no 
acquisitions or dispositions are completed during the forecast period, other than the 
acquisition o f t he I nitial P ortfolio Acquisition, and t hat t he cap ital s tructure at  
Closing i s maintained throughout t he forecast period. The assumptions used in the 
preparation o f the forecast, although considered reasonable b y management at the 
time o f p reparation, may not materialize as  forecast a nd u nanticipated e vents an d 
circumstances may occur subsequent to the date of the forecast. Accordingly, there 
is a s ignificant risk that the actual results achieved for the forecast period will vary 
from t he forecast r esults an d t hat s uch v ariations may be m aterial. T here i s n o 
representation t hat ac tual r esults ach ieved d uring t he f orecast p eriod will b e th e 
same in whole or in part as those forecast. Important factors that could cause actual 
results to v ary m aterially from the f orecast i nclude those disclosed u nder ‘ ‘Risk 
Factors’’. See ‘‘Forward-Looking Statements’’, ‘‘Financial Forecast’’ and Schedule 
“D”.  The financial forecast should be read in conjunction with the audited opening 
statement of financial position of the Corporation contained in this prospectus. 

Summary of Income Tax 
Considerations 

The summary in this section is qualified in its entirety by reference to the description 
of the Canadian federal income tax considerations in this prospectus under the 
heading “Canadian Federal Income Tax Considerations”. 

Mortgage Investment Corporation. The Corporation intends to  q ualify a s a  M IC 
under t he T ax A ct t hroughout i ts c urrent t axation year a nd f or a ll o f i ts f uture 
taxation years. A MIC is generally able to operate as a flow-through entity so that a 
shareholder of a MIC is put in a s imilar position from an income tax perspective as 
if the investments made by the MIC had been made directly by the shareholder.  

The Tax Act imposes certain requirements in order for a corporation to qualify as a 
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MIC i n a taxation year. T hese r equirements g enerally will b e s atisfied b y t he 
Corporation if, th roughout t he t axation year: ( i) t he Corporation was a C anadian 
corporation f or t he pu rposes of  t he T ax Act;  ( ii) t he only undertaking of  t he 
Corporation was t he i nvesting of  its funds a nd i t di d not manage or  de velop r eal 
property; ( iii) n one o f th e Corporation's pr operty c onsisted of  s pecified t ypes of  
foreign property; (iv) the Corporation had at all times at least 20 shareholders; (v) no 
shareholder (together with related persons) held directly or indirectly more than 25% 
of any c lass o f the i ssued shares of t he Corporation; (vi) any p referred shares had 
certain r ights to  p articipate in d ividends p ayable by the Corporation; ( vii) a t least 
50% of  t he c ost a mount t o the Corporation of i ts pr operty c onsisted of  c ertain 
residential mortgages, d eposits a nd money; ( viii) n ot more th an 2 5% o f the c ost 
amount to  th e Corporation of its  p roperty was a ttributable to  r eal p roperty o r 
leasehold i nterests t herein; a nd ( ix) t he Corporation's r atio o f lia bilities to  t he 
Corporation's cost amount of its property did not exceed certain limits. 

Investment in Class A Non-Voting Shares by Deferred Income Plans. Class A Non-
Voting S hares a re q ualified i nvestments f or t rusts go verned b y R RSPs, D PSPs, 
RRIFs, RDSPs, RESPs and TFSAs, provided that either (i) the Corporation qualifies 
as a  MIC a nd does not hold any i ndebtedness of a  person who is a n annuitant, a 
beneficiary, an  employer, o r a s ubscriber under such p lan or fund, o r o f any o ther 
person who does not deal at arm's length with that person, or (ii) the Class A Non-
Voting Shares ar e listed on a designated s tock exchange, which includes the TSX 
and the TSX-V.  

Taxation of the Corporation. The Corporation is deemed to be a public corporation 
for tax purposes and as such is subject to tax at the full corporate rate on its taxable 
income. As long a s the Corporation is a M IC, however, the Corporation is able to  
deduct in computing its income for a taxation year the amount that it d istributes to 
shareholders. T he Corporation is e ntitled to  d educt in computing its in come for a  
taxation year: (i) all taxable dividends, other than capital gains dividends, paid by 
the Corporation to its shareholders during the year or within 90 days after the end of 
the year; and (ii) one-half of all capital gains dividends paid by the Corporation to its 
shareholders during the period commencing 91 days after the commencement of the 
year and ending 9 0 d ays a fter t he e nd of t he year. The Corporation must elect to 
have the full amount of a dividend qualify as a capital gains dividend. The payment 
of capital gains dividends will allow the Corporation to flow capital gains it realizes, 
if any, through to its shareholders.   

The Corporation intends t o pay d ividends t o t he e xtent necessary so th at it will 
generally ha ve no  taxes payable under P art I of the Tax Act an d to elect to have 
dividends be capital gains dividends to the maximum extent allowable. Any 
dividends deemed to be paid by the Corporation on the redemption of Class A Non-
Voting S hares will b e d eductible a nd will q ualify for tr eatment a s c apital g ains 
dividends on the same basis as other dividends. 

Taxation of Subscription Receipts. No g ain o r l oss will b e r ealized u pon t he 
exchange of a S ubscription Receipt for a Class A Non-Voting Share. Assuming the 
Subscription Receipts a re he ld a s c apital pr operty, a  di sposition or  de emed 
disposition of a Subscription Receipt (other than as a r esult of an exchange thereof 
for a  Class A N on-Voting S hare) will generally r esult i n th e holder r ealizing a  
capital g ain ( or cap ital loss) eq ual t o t he a mount b y which t he p roceeds o f 
disposition are greater (or less) than the aggregate of the holder’s adjusted cost base 
of such Subscription Receipt and any reasonable costs of disposition. 

Taxation of Class A Non-Voting Shares. Capital gains di vidends on  t he Class A  
Non-Voting S hares will b e treated as  a cap ital g ain o f the s hareholder f rom a  
disposition of capital property. Ordinary dividends (i.e., dividends other than capital 
gains dividends) paid by the Corporation on the Class A Non-Voting Shares will be 
included in the shareholder's income as bond interest. A disposition of Class A Non-
Voting Shares (other than to the Corporation) by a shareholder who holds Class A 
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Non-Voting Shares as capital property will give rise to a capital gain (or loss) to the 
extent that the proceeds of disposition of the Class A Non-Voting Shares exceed (or 
are ex ceeded b y) t he shareholder's ad justed co st base o f t he Class A N on-Voting 
Shares disposed of and any reasonable disposition costs. One-half of capital gains 
(“taxable capital gains”) realized in the year by a shareholder on the disposition of 
Class A Non-Voting Shares generally will be included in the shareholder's income 
for the year, and one-half o f capital losses ( “allowable capital losses”) realized in 
the year on the disposition of Class A Non-Voting Shares generally is required to be 
deducted from the shareholder's taxable capital gains realized in such year. 

On a redemption or acquisition of Class A Non-Voting Shares by the Corporation, 
the shareholder will b e d eemed t o have r eceived, a nd the Corporation will b e 
deemed t o have paid, a  di vidend in an amount equal t o t he a mount by which the 
redemption p rice e xceeds t he p aid-up c apital o f t he Class A N on-Voting S hares. 
This d eemed d ividend will be t reated i n t he s ame manner as  o ther d ividends 
received by the shareholder from the Corporation and will depend on whether the 
Corporation elects that the entire dividend be a cap ital gains dividend. The balance 
of the redemption price will constitute proceeds of disposition of the Class A Non-
Voting Shares for purposes of the capital gains rules. 

Redemptions Annual Redemptions 
Commencing i n J anuary 2 014, o utstanding Class A N on-Voting S hares may b e 
surrendered for redemption on each Annual Redemption Date for a redemption price 
per Class A Non-Voting Share equal to the Annual Redemption Price.  P ayment of 
the pr oceeds of  r edemption will be  made on  or  be fore t he Annual Redemption 
Payment D ate.  Any de clared a nd unpaid di stributions p ayable on or  be fore a n 
Annual Redemption D ate i n r espect o f Class A N on-Voting S hares t endered f or 
redemption on  such Annual R edemption D ate will a lso be  pa id on  t he Annual 
Redemption Payment Date. 

 Limitations on Redemptions 
Redemptions are subject to certain limitations including that the Corporation shall 
not be required t o accep t f or r edemption in the same calendar year Class A Non-
Voting S hares or Class B  Non-Voting Shares representing more t han 15%  of  t he 
average num ber of  such Shares ou tstanding f or t he 180 -day p eriod i mmediately 
preceding the Annual Redemption Date.  S ee “Redemption o f Shares – Limitation 
and Suspension of Redemptions”. 

Distributions The registered h olders o f Class A N on-Voting S hares have the r ight to r eceive 
preferential a nnualized n on-cumulative d ividends at th e rate of u p t o, bu t n ot 
exceeding, 8% calculated on the Offering price of $10.00 per Class A Non-Voting 
Share as and when declared from t ime to t ime by the directors of the Corporation, 
acting in their sole discretion, out of the assets of the Corporation properly available 
for the pa yment o f dividends and ot her distributions.  The Corporation intends to 
make quarterly cash d istributions by way o f d ividends to holders of Class A Non-
Voting Shares of record on the last business day of each quarter.  However, there is 
no assurance that the Corporation will be able to declare any dividends in any period 
or at all.  Declared dividends, if any, may be paid by the end of the month following 
the quarter in which they are declared.  Notwithstanding the above, the Corporation 
has t he r ight t o d etermine the ap plicable record d ate that i s o ther t han t he l ast 
business day of each quarter as it deems advisable. 

 The Manager will use i ts best efforts to  achieve the targeted yield set forth above, 
however, no assurance is given that the Corporation will achieve such yield.  I f the 
Corporation’s a nnual r eturn i s l ess t han t he a mount ne cessary t o f und t he 
distributions, the Corporation may not pay the full distribution amounts set forth in 
the articles o f the Corporation or at  al l.  See “Distribution Policy”, “Risk Factors” 
and “Attributes of the Share Capital”. 
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Voting Rights The holders of Class A Non-Voting Shares and the holders of Class B Non-Voting 
Shares, as  such, will b e entitled to  r eceive n otice o f o r to  a ttend a ny meeting o f 
shareholders. However the holders of Class A Non-Voting Shares and the holders of 
Class B Non-Voting Shares are not entitled to vote at any such meetings, other than 
in c onnection with a ny a mendments to  t he I nvestment Restrictions o r i n l imited 
circumstances under the ABCA and in accordance with applicable securities laws 
and th e r ules a nd p olicies of t he T SX-V o r t he TSX, as  ap plicable. For g reater 
certainty, holders of the Shares are not entitled to vote for among other things, the 
election of directors and the appointment of auditors.  

The p ercentage o f t he a ggregate v oting r ights attached t o t he Corporation’s 
securities th at will b e r epresented b y t he C lass A N on-Voting S hares a fter th e 
closing o f t he Offering i s nil ( assuming completion o f the Minimum Offering a nd 
the Maximum Offering). 

The Class A Non-Voting Shares and the Class B Non-Voting Shares are “restricted 
securities” within t he meaning o f s uch t erm under ap plicable C anadian s ecurities 
laws. In accordance with the requirements of section 12.1 of NI 41-101, the Class A 
Non-Voting Shares a nd C lass B  N on-Voting S hares h ave been r eferred t o in this 
prospectus u sing a t erm o r a d efined t erm t hat i ncludes t he ap propriate r estricted 
security term.  T he Corporation is exempt from the requirements of Section 12.3 of 
NI 41-101 on the basis that the Corporation was a private issuer immediately before 
filing the prospectus. See “Attributes of the Share Capital.” 

Termination of the Corporation The Corporation does not have a fixed termination date but may wind up its affairs 
at an y time with t he ap proval o f i ts s hareholders o f each  cl ass i n cer tain 
circumstances a nd s hall pr ovide n otice t o s hareholders of  s uch wind u p, e ach i n 
accordance with ap plicable l aw. I n a ddition, if  t he M anager b elieves t hat it i s no 
longer economically practical to continue the Corporation or that it would be in the 
best i nterests o f t he C orporation’s s hareholders t o wind-up t he a ffairs o f t he 
Corporation, t he Manager may, subject to applicable law, initiate a  winding-up of 
the C orporation. See “Attributes o f t he S hare C apital – Termination o f t he 
Corporation.” 

Organization and 
Management of 
the Corporation 

Manager, Portfolio Adviser and Promoter.  Builders Capital Management Corp. will 
act a s manager o f a nd por tfolio a dvisor t o t he C orporation.  T he M anager was 
incorporated under the laws of the Province of  Alberta on January 27,  2011 .  The 
Manager has a value oriented investment philosophy, and specializes in originating 
and managing residential co nstruction mortgages on behalf o f BCMIC and cer tain 
other entities.  The Manager will also provide, directly or indirectly through licensed 
service p roviders, as  ap plicable, m ortgage management a nd d ay-to-day m ortgage 
administration s ervices, i ncluding t he s ourcing, s tructuring a nd management o f 
secured M ortgages on  be half of  t he C orporation.  The Manager has t aken t he 
initiative i n f ounding a nd o rganizing t he Corporation and i s a “ promoter” o f t he 
Corporation within the meaning of applicable securities legislation.  The Manager is 
responsible for d irecting the affairs and managing the business of the Corporation, 
including the execution of the Corporation’s investment strategy. 

Auditor:  MNP LLP, Chartered Accountants, at i ts offices in Suite 1500,  640 – 5th 
Avenue S.W., Calgary, Alberta  T2P 3G4, is the auditor of the Corporation. 

Registrar and Transfer Agent:  Valiant T rust Company, a t its  o ffices i n Calgary, 
Alberta and Toronto, Ontario, will be appointed the registrar and transfer agent for 
the Class A Non-Voting Shares prior to the closing of the Offering. 

Escrow Agent:  Valiant T rust C ompany, a t its  o ffice i n Calgary, A lberta, will b e 
appointed as the escrow agent for the Subscription Receipts prior to the closing of  
the Offering. 

See “Organization and Management Details of the Corporation”. 
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Agents MGI S ecurities I nc., Mackie R esearch C apital C orporation, M acquarie P rivate 
Wealth I nc., Burgeonvest B ick S ecurities L imited, Industrial A lliance S ecurities 
Inc., Leede Financial M arkets I nc. and PI F inancial Corp. (collectively, th e 
“Agents”), as a gents co nditionally o ffer t he S ubscription R eceipts o n a “best 
efforts” ba sis if, a s a nd when i ssued, sold a nd de livered by  t he C orporation in  
accordance with the terms and conditions contained in the Agency Agreement.  The 
Corporation has agreed to pay the Agents a  fee equal to 2% of the gross proceeds 
received f rom s ales to  p ersons id entified o n th e p resident’s li st.  I n a ddition, th e 
Corporation has agreed to pay the Agents a  fee equal to 6% of the gross proceeds 
received f rom al l o ther s ales b y t he Agents.  A s ad ditional co nsideration, t he 
Corporation will grant t o t he Agents a t c losing o f t he O ffering t he Agents’ 
Compensation O ptions e qual t o 6%  o f t he a ggregate number of  S ubscription 
Receipts ( or Class A N on-Voting S hares, a s a pplicable) s old pu rsuant t o the 
Offering.  E ach Agents’ Compensation Option e ntitles the Agents to purchase one 
Broker Share of the Corporation at  the Offering price a t any time prior to  the date 
that is 36 months from the closing date of the Offering.  This prospectus qualifies 
the d istribution o f th e Agents’ Compensation O ptions a nd B roker S hares to  th e 
Agents.  The Agents’ fees and net proceeds to the Corporation have been calculated 
assuming that there are no purchasers from the president’s list. 

 The Corporation has granted the Agents the Over-Allotment Option, exercisable for 
a pe riod of  30 da ys from t he c losing o f t he O ffering, t o pu rchase a dditional 
Subscription Receipts or Class A Non-Voting Shares, if the Over-Allotment Option 
is e xercised a fter th e c ompletion o f t he I nitial P ortfolio A cquisition, r epresenting 
15% of  t he n umber of  S ubscription R eceipts ( or C lass A  N on-Voting S hares, as  
applicable) sold under t he O ffering, o n the same terms as s et out above solely to 
cover over-allotments, if a ny, and for market stabilization purposes.  See “Plan of 
Distribution”. 

Priority The Class A Non-Voting Shares rank in priority to the Class B Non-Voting Shares 
and Voting Shares with respect to the payment of dividends and with respect to the 
distribution of assets in the event of the liquidation, dissolution or winding-up of the 
Corporation.  However, after the satisfaction of such priority payments on the Class 
A N on-Voting S hares a nd a ny on  t he C lass B  N on-Voting Shares a nd V oting 
Shares, the Class A Non-Voting Shares participate equally with the Class B Non-
Voting S hares a nd V oting Shares in a ny subsequent di vidends or di stributions, as 
applicable.  S ee “Attributes o f t he Share Capital”.  U pon completion o f t he Initial 
Portfolio Acquisition, the Offering and the private placement of Class B Non-Voting 
Shares, the Corporation expects to maintain a r atio of not more than three Class A 
Non-Voting Shares for each Class B Non-Voting Share outstanding. 
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SUMMARY OF FEES AND EXPENSES 

The f ollowing t able co ntains a s ummary o f t he f ees an d ex penses p ayable b y t he Corporation.  The f ees an d ex penses 
payable by the Corporation will reduce the value of your investment in the Corporation.  For further particulars, see “Fees 
and Expenses”. 

Type of Fee Amount and Description 

Fees Payable to the Agents $0.20 per S ubscription Receipt ( 2% in r espect of  sales to pe rsons i dentified on  the 
president’s list). 

$0.60 per Subscription Receipt (6% in respect of all other sales). 

As a dditional c onsideration, t he Corporation will grant to  the Agents a t c losing o f t he 
Offering Agents’ Compensation O ptions e qual t o 6%  of t he a ggregate number of  
Subscription Receipts (or Class A Non-Voting Shares, as applicable) sold pursuant to the 
Offering.  Each Agents’ Compensation Option entitles the Agents to purchase one Broker 
Share at the Offering price at any time prior to the date that is 36 months from the closing 
date o f th e O ffering.  T his p rospectus q ualifies t he d istribution o f th e Agents’ 
Compensation Options and Broker Shares to the Agents. 

Expenses of Issue The expenses of the Offering, estimated to be $640,000, will, together with the Agents’ 
fee in respect of the Offering, be paid from the proceeds of the Offering upon release of 
the Escrowed Funds (assuming closing of the Initial Portfolio Acquisition).  If the listing 
requirements of ne ither the TSX nor the TSX-V are satisfied, then the Agents’ fee with 
respect to the Subscription Receipts will be reduced by 50% and will be payable to the 
Agents from the general funds of the Corporation. See “Plan of Distribution” 

Management Fees For acting as manager and portfolio advisor of the Corporation, the Manager will receive 
from the Corporation a management fee equal to 1% per annum of the book value of the 
share capital of the Corporation, calculated daily, aggregated and paid monthly in arrears, 
plus ap plicable t axes.  In a ddition, th e M anager will b e e ntitled to  c harge, c ollect a nd 
retain Lender F ees from b orrowers.  Lender F ees ar e charged as  co mpensation for 
services r endered b y the M anager in t he o rigination, undertaking and o versight o f 
Mortgages.  As a result of the increased effort required to oversee construction Mortgages 
involving multiple advances compared to Conventional Mortgages, Lender Fees will be 
higher for c onstruction M ortgages.  Generally, the Lender Fees will equal 3 .5% of the 
approved loan amount.  However there is no assurance that the Lender Fees will be equal 
to o r b e g reater t han 3.5%.  In ci rcumstances where L ender F ees ar e p ayable, the 
Corporation will be entitled to receive an amount equal to 28.6% of the Lender Fee with 
the remaining portion, being 71.4%, retained by the Manager.  See “Fees and Expenses – 
Management Fees and Operating Expenses”. 

Operating Expenses 
of the Corporation 

The Corporation will pay for a ll expenses it i ncurs in connection with its  operation and 
management.  T he Corporation will a lso b e r esponsible f or a ll ta xes, c ommissions, 
brokerage commissions and other costs of securities t ransactions, debt service and costs 
relating to  a ny c redit facilities a nd a ny e xtraordinary e xpenses which it may i ncur o r 
which may b e incurred o n its b ehalf from t ime t o t ime, a s ap plicable.  See “Fees a nd 
Expenses – Management Fees and Operating Expenses”. 

Loan Loss In t he e vent o f a  M ortgage Loan I mpairment and t he Corporation is n ot a ble to  f ully 
recover the original principal amount invested in the applicable Mortgage, the Manager is 
obligated to contribute to the Corporation in connection with a Mortgage, the lesser of: (a) 
the por tion of  the loss of  the pr incipal amount invested by the Corporation; and (b) the 
portion of the Lender Fees the Manager received in respect of the then current term of 
such loan. 
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THE CORPORATION 

Capitalized terms used in this prospectus have defined meanings.  Please refer to “Glossary of Terms” for a list and the 
meaning of defined terms used herein. 

Overview of the Legal Structure of the Corporation 

The Corporation 

Builders Capital Mortgage Corp. is a newly-incorporated company established on March 28, 2013 under the ABCA.  T he 
head and registered office of the Corporation is located at Suite 405, 1210 – 8th Street SW, Calgary, Alberta, T2R 1L3. 

Status of the Corporation 

The Corporation intends to invest and reinvest i ts as sets i n construction and o ther Mortgages.  F or greater cer tainty, the 
Corporation is not considered to be an investment fund or mutual fund under applicable Canadian securities legislation.  
Consequently, the Corporation is not subject to  certain policies and regulations that apply to  publicly offered investment 
funds or mutual funds and accordingly is permitted to invest in mortgages and to borrow funds. 

The Corporation intends t o qualify as  a M IC u nder t he Tax A ct an d i s n ot a t rust co mpany a nd, acco rdingly, i s n ot 
registered under th e trust c ompany le gislation of a ny j urisdiction.  N either the Subscription R eceipts nor Class A  N on-
Voting Shares are “deposits” within the meaning of the Canadian Deposit Insurance Corporation Act (Canada) and are not 
insured under the provisions of that act or any other legislation.  By qualifying as a mortgage investment corporation, the 
Corporation will be a non-bank provider of residential and construction real estate finance. The Corporation will obtain any 
other r egistrations o r l icenses t hat may b e n ecessary t o b e a n on-bank pr ovider o f r esidential r eal es tate f inance b efore 
carrying on business as a non-bank provider of residential and construction real estate finance in any jurisdiction. 

The Manager 

The Corporation has been created to provide investors an opportunity to invest indirectly by holding Class A Non-Voting 
Shares in Mortgages selected b y t he Ma nager i n acco rdance with t he Corporation’s A sset Allocation M odel a nd its  
investment objectives and restrictions.   

The Man ager i s t he manager an d p ortfolio advisor of  t he Corporation.  The M anager h as a v alue o riented i nvestment 
philosophy, and specializes in originating and managing residential construction Mortgages on behalf of qualified investors.  
The M anager will a lso p rovide, d irectly o r in directly through l icensed s ervice p roviders, as  ap plicable, m ortgage 
management an d d ay-to-day mortgage a dministration s ervices, i ncluding t he s ourcing, s tructuring a nd management o f 
Mortgages on behalf of the Corporation.  T he directors, officers and principals of the Manager have experience sourcing, 
underwriting, structuring and syndicating Mortgages. The Manager is responsible for directing the affairs and managing the 
business o f t he Corporation.  T he M anager i s no t a n a gent o f t he Corporation.  T he M anager will source M ortgages, 
evaluate projects, collect payments from borrowers, deal with enforcement proceedings and administer Mo rtgages.  The 
Manager charges Lender Fees directly to borrowers as compensation for such services.  For details regarding the services 
provided by the Manager, see “Organization and Management Details of the Corporation”. 

Overview of the Investment Structure of the Corporation 

Following th e I nitial P ortfolio A cquisition, t he Corporation anticipates t hat a ll M ortgages will b e h eld d irectly by t he 
Corporation.  H owever, the Corporation may, in its sole discretion, hold a portion of its Mortgages indirectly through one 
or more wholly-owned subsidiaries, including corporations, partnerships, limited partnerships, trusts or other legal entities.  
See “Acquisition of the Initial Mortgage Portfolio” for a description of the transactions pursuant to which the Corporation 
will acquire such portfolio. 

Development and Rationale of the Corporation 

While the Corporation is a newly formed entity, the principals behind the Corporation have a history of operations in the 
Mortgage lending business in Alberta.  F or the past nine years, Sandy Loutitt and his associates have managed a pool of 
funds which as of April 9, 2013, is in excess of $44.5 million (the “Pooled Funds”) which has been used to finance small-
scale residential construction projects in western Canada.  See “The Portfolio”.  Since 2005, a portion of the Pooled Funds 
has been provided by BCMIC, with the balance of the Pooled Funds being contributed by BCI, each of which are privately 
held Alberta corporations.  BCI is owned by Sandy Loutitt.  The shares of BCMIC are held by various persons, including 
Sandy Loutitt, David P inkman and Brent Walter, each  d irectors o f the Corporation.  For further details, see “Interest o f 
Management and Others in Material T ransactions”.  BCMIC and BCI have retained the Manager t o manage the Pooled 
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Funds, i ncluding t he sourcing and a dministration o f c onstruction l oans a nd mortgages. In a ddition to  th e Manager’s 
experience in sourcing and administering residential construction Mortgages, the Manager also has construction capabilities 
for both residential and small s cale commercial construction projects.  T he M anager has experience with all a spects o f 
residential c onstruction, a nd th rough s taffing, a nd its  r elationships with in dustry p artners, h as r eady a ccess to  b uilding 
trades and materials at preferred rates.  This construction expertise provides the Manager with the opportunity to complete 
any un finished de velopment pr ojects which t he C orporation’s s ubsidiaries hold or  may a cquire t hrough e nforcement 
proceedings o r o therwise i n a t imely a nd co st e fficient manner. The Corporation and the M anager will e nsure t hat all 
activities, i f any, undertaken by a subsidiary of the Corporation to complete a property acquired through foreclosure will 
not cause the Corporation to cease qualifying as a MIC. 

In order to acquire and develop real estate, most participants in the Canadian residential real estate industry require some 
form of Mortgage financing.  The Manager’s view is that the Canadian construction Mortgage lending market for smaller 
residential builders is ge nerally underserviced, a s most Canadian f inancial i nstitutions t end to focus on loans with l arger 
principal values and longer terms.  The Manager believes that construction Mortgages also generally require more act ive 
and ongoing management oversight than t hat required in conventional lending, which does no t t ypically fit well within 
larger i nstitutional structures.  I n t he M anager’s e xperience, s uch market c onditions c reate a n o pportunity f or t he 
Corporation to source and invest i n a p ortfolio of construction Mortgages, secured by development s tage residential real 
property ( including multi-residential), which may generate a ttractive yields r elative to  th eir r isk.  T hese c onstruction 
Mortgages are generally offered for terms of one year or less, which the Manager believes greatly reduces the Corporation’s 
exposure to the systemic risk that presently exists in the Canadian Mortgage lending industry. 

The investment objective of the Corporation is, with a f ocus on capital preservation, to acquire and maintain, through the 
Manager, a Portfolio consisting primarily of construction Mortgages that generates attractive returns in order to permit the 
Corporation to pay distributions to its shareholders.  The Corporation intends to make quarterly cash distributions by way 
of dividends to holders of Class A Non-Voting Shares of record on the last business day of each quarter.  However, there is 
no assurance that the Corporation will be able to declare any dividends in any period or at all.  

The Manager believes that it has a specialized skill set in the construction lending market, and therefore has established the 
Corporation for t he pu rpose of br inging t he bus iness c oncept t o t he pu blic.  B uilding on  t he B CMIC e xperience, the 
Manager plans to assist the Corporation in achieving its investment objective by acquiring a Portfolio consisting primarily 
of c onstruction M ortgages th at a re s ecured b y d evelopment s tage r esidential ( including multi-residential) r eal p roperty.  
The Corporation intends to  focus its  investments primarily in  urban markets a nd t heir s urrounding a reas, which the 
Corporation believes ar e t ypically more l iquid an d p rovide l ess v olatile s ecurity for Mo rtgage l oans.  The Corporation 
intends to  focus i ts investment in western C anada, however, the Corporation’s A sset A llocation Model permits th e 
Corporation to invest in Mortgages across Canada i f the Manager deems it to  be advisable.  T he Corporation intends to  
grow its Portfolio by periodically raising capital through equity offerings and using the proceeds of such offerings to fund 
additional construction Mortgages generated through the Manager or other sources.  

The Man ager will manage a nd ad minister t he M ortgages, f or a nd on behalf o f t he Corporation, f rom sourcing through 
repayment, which is i ntended t o pr ovide t he Corporation and t he Shareholders t ransparency a s t o t he co mposition and 
performance of the Portfolio. 

In light of the recent events surrounding the securitization market and the sub-prime mortgage segment and in accordance 
with th e i nvestment r estrictions o f t he Corporation, t he Corporation will h ave no e xposure to  the ABCP s ecuritization 
market and will not invest directly or indirectly in securitized pools of Mortgages, including securitized pools of sub-prime 
Mortgages.  It is the Corporation’s view that the term “sub-prime”, while not conclusively defined, typically refers to loans 
made to borrowers with bad or  no credit history on completed properties with no commercial intent.  T he Corporation’s 
primary security on any Mortgages will be real property.  The due diligence process the Manager undertakes with respect to 
each i nvestment will d etermine i f t he r eal p roperty s ecuring a l oan i s ab le t o ad equately s upport t he M ortgage l oan.  
Further, the Manager as part of its underwriting process will assess the ultimate remedy that includes taking ownership of 
the project or property.  The Corporation will only advance Mortgage credit if the Manager is reasonably satisfied that this 
will potentially mitigate risk. 

Focusing o n p reservation o f i nvested cap ital b y way o f d irectly s ecured l ending p ositions, th e Corporation will ta ke 
advantage o f o pportunities to  invest i n high yielding lo ans in  t he r elatively i nefficient C anadian c onstruction M ortgage 
lending market i n an  e ffort t o g enerate r eturns t hat ar e g reater t han t hose t ypically generated b y other M ICs an d fixed 
income products. 
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Competitive Advantages of the Corporation 

The M anager b elieves th at t he following c ompetitive a dvantages will a llow t he Corporation to ach ieve i ts i nvestment 
objectives. 

Experienced and Reputable Management 

The directors, officers and principals of the Manager have experience, a proven track record, an established reputation and a 
network of long-term relationships in the construction and Mortgage lending industries in western Canada. 

The Corporation will benefit from the construction, asset management and debt recovery experience of the Manager.  Since 
the inception of the Manager and its predecessor, its team of professionals has founded and built a full-service Mortgage 
management p latform t hat has t he cap acity t o s uccessfully underwrite, finance, acq uire an d manage as sets t hat f it t he 
investment profile and mandate of the Corporation.  As of April 9, 2013, the Manager had over $44.5 million in assets 
under management.  The directors, officers and principals of the Corporation and the Manager have expertise in three areas 
they consider key to generating attractive returns for the Corporation, namely (a) knowledge of Mortgage underwriting and 
finance structuring; (b) knowledge of residential construction and the construction process; and (c) the capacity to provide 
comprehensive and structured Mortgage loan oversight, servicing and collection methodology. 

Structured to Enhance Returns and Investor Confidence 

The structure of the Corporation is d esigned to enhance returns and instill i nvestor confidence in the Corporation.  The 
principal components of this structure are: 

Aligned Interests; Simple Fee Arrangements 

The Manager’s interests are al igned with those of the Corporation and the Shareholders.  The Corporation will receive a 
portion of the Lender Fee collected and paid to the Manager from borrowers.  In addition, in the event of a Mortgage Loan 
Impairment where the Corporation is n ot a ble to  f ully r ecover th e o riginal p rincipal a mount i nvested in  t he a pplicable 
Mortgage, the Manager is obligated to contribute to the Corporation in connection with a Mortgage the lesser of: (a) the 
portion of the loss of the principal amount invested by the Corporation; and (b) the portion of the Lender Fees the Manager 
received in respect of the then current term of such loan.  Subject to compliance with the MIC requirements under the Tax 
Act, the principals of the Manager and the members of the Board as well as certain affiliates and associates are expected to 
invest i n t he Corporation’s s ubordinated Class B  N on-Voting S hares.  I n o rder t o q ualify as  a “mortgage i nvestment 
corporation” within the meaning of the Tax Act, no shareholder (together with related persons) is permitted to hold directly 
or i ndirectly more t han 25%  of  any cl ass o f s hares, i ncluding t he Class B  N on-Voting S hares.  T he ex penses o f t he 
Manager will be satisfied by the Manager from the Manager Fee.  See “Fees and Expenses”. 

Asset Allocation Model 

The Corporation has adopted an Asset Allocation Model that is focused on capital preservation and on the achievement of 
the Corporation’s investment objective and prescribed or targeted returns.  The Corporation’s Asset Allocation Model sets 
specific thresholds that are regularly monitored and that must be complied with at the time of issuance of every Mortgage 
investment commitment (subject to duly approved exceptions).  See “Investment Strategies– Asset Allocation Model”. 

Construction Experience and Capabilities 

The Manager has e xperience with a ll as pects o f residential c onstruction and through staffing, and its r elationships with 
industry partners, has ready access to building trades and materials at preferred rates.  This construction expertise provides 
the Manager with the opportunity to complete any unfinished development projects which the Corporation’s subsidiaries 
hold or may acquire through enforcement proceedings or otherwise in a timely and cost efficient manner.  The Corporation 
and the Manager will ensure that all activities, if any, undertaken by a subsidiary of the Corporation to complete a property 
acquired through foreclosure will not cause the Corporation to cease qualifying as a MIC. 

Governance Structure 

The Corporation intends to establish and maintain a h igh standard of corporate governance.  T he Corporation is governed 
by the Board, a majority of the members of which are independent directors.  See “Corporate Governance”.  
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INVESTMENT OBJECTIVES 

The investment objective of the Corporation is, with a focus on capital preservation to acquire and maintain a Portfolio 
consisting primarily of construction Mortgages that generates attractive returns relative to their risk in order to permit the 
Corporation to pay distributions to its shareholders.  The Corporation intends to make quarterly cash distributions by way 
of dividends to holders of Class A Non-Voting Shares of record on the last business day of each quarter.  However, there is 
no assurance that the Corporation will be able to declare any dividends in any period or at all. See “Attributes of the Share 
Capital” and “Risk Factors”. 

INVESTMENT STRATEGIES 

Investment Focus 

The Corporation plans to achieve its investment objective by investing in a Portfolio consisting primarily of construction 
Mortgages c ombined with other Mortgages which the Manager deems ad visable that a re s ecured b y development stage 
residential (including multi-residential) real property.  T he Corporation intends to focus its investments primarily in urban 
markets and t heir surrounding a reas, which t he Corporation believes are t ypically more liq uid and provide less volatile 
security for M ortgage loans.  The Corporation intends t o focus its  investment in w estern C anada, however, the 
Corporation’s Asset Allocation M odel p ermits t he Corporation to i nvest i n M ortgages acr oss C anada i f t he M anager 
determines it to be advisable. 

The Manager is responsible for directing the affairs and managing the business of the Corporation.  The Manager is not an 
agent of the Corporation.  T he Manager will source Mortgages, evaluate projects, collect payments from borrowers, deal 
with enforcement proceedings and administer the Mortgages.  The Manager charges Lender Fees directly to borrowers as 
compensation f or s uch s ervices.  F or d etails r egarding t he s ervices p rovided b y t he Manager, s ee “Organization an d 
Management Details of the Corporation”. Through direct marketing to the construction industry, and through a network of 
Mortgage b rokers, t he Ma nager will s ource co nstruction projects f or which the Corporation can p rovide l oans.  The 
Corporation will charge premium interest rates due to the inefficient nature of this marketplace.  I n addition, a p ortion of 
Lender Fees generated by and paid to the Manager will be paid to the Corporation which will enhance the income of the 
Corporation and the return on investment for investors.  In circumstances where Lender Fees are payable, the Corporation 
will be entitled to receive an amount equal to 28.6% of the Lender Fees with the remaining portion, being 71.4%, retained 
by the Manager.  The Corporation’s focus on short-term construction Mortgages is primarily designed to reduce risk in the 
Portfolio a nd in crease liq uidity o f t he in vestments, b ut is  a lso e xpected to  c ontribute to  th e Corporation’s i ncome by 
increasing the opportunities o f the Corporation to generate Lender Fees.  The Manager believes that these strategies will 
combine to provide the Corporation with opportunities to: 

• obtain favourable yields and maximize returns through efficient sourcing and management of Mortgages secured 
by real property and through participation in the underserviced construction lending niche market which requires 
more active management and provides premium returns, 

• gain access to a continuous supply of construction Mortgage investment opportunities; and 

• mitigate r isk i n t he l ending pr ocess b y f ocusing on s hort-term c onstruction M ortgages a nd utilizing t he 
construction and lending experience and underwriting practices of the Manager. 

The long-term strategy of the Corporation is to grow the Portfolio by continuing to fund construction Mortgages.  This 
continuing growth will enhance the economies of scale and returns achieved by the Corporation as a whole.  Moreover, the 
Manager expects that the larger size of the Portfolio will provide the Corporation with greater diversification of Mortgages 
and increased mortgage funding capacity and flexibility. 

Investment Process 

The Corporation will u tilize an i nvestment p rocess t hat i s ch aracterized b y a macro t o micro ap proach t o i dentifying 
attractive Mortgage investment opportunities, beginning first with a macro-level economic analysis of various geographic 
housing markets and properties, and second with the identification of individual Mortgage investment opportunities and the 
assessment of specific details of each project and borrower.  This macro to micro approach to loan selection is expected to 
yield Mortgage investments t hat are determined to be high quality b y the Manager.  T he constant as sessment o f macro-
economic factors a ffecting l ocal l ending markets will al low t he M anager t o r eact p roactively t o n egative factors, b y 
reducing lending limits and/or reducing new Mortgage origination in lending markets in which the Manager has indentified 
negative factors.  In the Manager’s opinion, “high quality” mortgage investments are investments in Mortgage loans where 
(a) the Corporation has a cl ear exit strategy, (b) the Mortgage is secured by real property that is reasonably liquid, (c) the 
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borrower has a r easonable amount of equity invested in the specific asset securing the loan and (d) the borrower has the 
skills and abilities necessary to successfully complete the project. 

At an  ear ly s tage o f t he i dentification a nd ev aluation p rocess, t he M anager will co nfirm t hat a Mo rtgage o pportunity 
satisfies the Corporation’s lending criteria and Asset Allocation Model.  Once determined by the Manager to be satisfactory 
based on an initial review, the Manager is required to perform comprehensive due diligence of the underlying assets.  This 
due diligence process revolves around the Manager’s system of underwriting loans, and evaluating projects and borrowers 
and includes a thorough assessment of the costs and valuation of the project.  The process may include (but is not limited 
to), obtaining structural reports, environmental reports, appraisals, quantitative surveyor or architects certificates, and ti tle 
insurance. 

The d ue d iligence p rocedures u ndertaken b y t he Man ager g enerally i nclude, b ut ar e n ot l imited t o, t he f ollowing 
considerations: 

Duties Performed  Matters Considered 
A. General Market Analysis • Macroeconomic variables 

• Demographic characteristics 
• Socioeconomic outlook 

 
B. Local Market Analysis • Assessment of local market conditions 

• Level of infrastructure development 
• Assessment of potential liquidity of local market 

 
C. Project Analysis • Valuation of completed project 

• Costs to complete 
• Discounted cash flow, capitalization rate 

 
D. Debt Analysis • Interest rate sensitivity 

• Market appetite for increased leverage 
 

E. Borrower Analysis • Financial status of borrower 
• Borrower’s skills and ability to successfully complete the project, and 

credentials of all borrowers and sponsors 
 

F. Type of Due Diligence • Financial due diligence 
• Legal due diligence - including title and off-title searches (property tax 

payments, work orders, fire code compliance, etc.) 
• Regular physical inspections of properties and progress by inspectors with 

construction experience 
• Analysis of taxes/utilities/expenses 
• Environmental and soil/structural reports completed by consultants 
• Independent valuation/appraisal report 

 
The d ue d iligence p rocedures undertaken b y t he M anager w ill b e t ailored t o each  l ending o pportunity according t o t he 
relevant aspects thereof.  The Manager does not expect that all due diligence considerations will be required or performed 
for all loan investments. 

Initial Funding Process 

Mortgages that are determined to be satisfactory by the Manager upon completion o f i ts due diligence and that meet the 
requirements of the Asset Allocation Model (on a stand-alone basis as well as in the context of the Aggregate Funded and 
Committed Assets), or which are otherwise considered desirable due to certain attractive features, will be funded. 

The Manager will consider each Mortgage lending opportunity and make the lending decision on behalf of the Corporation. 

The Mortgages that the Manager funds will generally be for a one-year term or less, be granted to experienced builders for 
the purpose of construction or renovation of wood-frame residential housing, have a flexible security structure which allows 
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them to be re-advanced upon the substitution of acceptable additional security, be kept within a 75% loan-to-value ratio, 
and will allow for an unlimited number of draws. 

Investment by the Corporation 

The Corporation intends to fund Mortgage loans generated for the Corporation through the Manager.  T he Manager will 
review the loan for compliance with its underwriting guidelines and the Asset Allocation Model (based on the Aggregate 
Funded a nd C ommitted Assets) a nd, i f de emed a ppropriate or  ot herwise c onsidered de sirable, a pprove t he funding or 
purchase of the loan and investment of the Portfolio assets in the subject Mortgage. The Corporation intends to acquire its 
initial portfolio of Mortgages by way of an asset acquisition.  Other than the Initial Portfolio Acquisition, the Corporation 
does not intend to initially purchase Mortgages from third parties, but is not precluded from making any such purchases.  
Subsequent to  t he I nitial P ortfolio Acquisition a nd a s s uch M ortgages rollover, t he M anager may s ource ad ditional 
Mortgages through various methods, including, but not limited to, asset acquisitions, origination, s yndication with other 
participants or in such other manner deemed advisable. 

Asset Allocation Model 

The Manager h as i nstituted an  A sset Allocation M odel i n o rder to  s eek to  manage t he r isk p rofile o f t he P ortfolio.  
Accordingly, the Manager will actively and regularly evaluate the Aggregate Funded and Committed Assets for compliance 
with the Asset Allocation Model. 

The Asset Allocation Model is a dynamic investment tool that assists the Manager in its development and maintenance of 
the Portfolio with a view to achieving the investment objective of the Corporation.  B ased on evolving market conditions 
and the investment history of the Portfolio, the Asset Allocation Model may be amended from time to time by the Manager 
in order to maintain the currency and relevance of the model on the overall investment approach of the Corporation. 

The Asset Allocation Model, as summarized below, dictates the allocation of the Aggregate Funded and Committed Assets 
based u pon g eographical, eco nomic s ector, t erm, b orrower an d l oan-to-appraised v alue cr iteria.  The A sset Allocation 
Model criteria include, without limitation, the following: 

1. Not more than 15% of the Aggregate Funded and Committed Assets can be allocated to a Mortgage loan secured 
by any one property; 

2. Not more than 20% of the Aggregate Funded and Committed Assets can be allocated to a Mortgage loan with any 
one borrower or group of related borrowers; 

3. The average term to maturity on Mortgage loans, comprising the Aggregate Funded and Committed Assets, shall 
not exceed 14 months.  The target term to maturity on any one Mortgage investment, shall be 12 months; 

4. Not more t han 75%  of t he Aggregate F unded an d C ommitted Assets shall b e s ecured b y s econd Mo rtgage 
positions; 

5. Not more than the following percentages set out below of the Aggregate Funded and Committed Assets can be 
invested in the corresponding regions: 

Alberta 100% 
Ontario 50% 
British Columbia 50% 
Quebec 35% 
Atlantic Provinces 25% 
Manitoba and Saskatchewan 25% 
Yukon, Northwest Territories and Nunavut 10% 
  

6. Not more than the following percentages set out below of the Aggregate Funded and Committed Assets can be 
invested in mortgages secured by the product type set out below: 

Residential and Multi-Residential 
Buildings 

100% 

Retail Buildings 10% 
Industrial Buildings 10% 
Office Buildings 10% 
Self-Storage Buildings 5% 
Hotels 5% 
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Unimproved Land 40% 
Other 10% 
  

7. On the da te of funding, t he maximum loan-to-value ratio o f an y one Mortgage l oan comprising the Aggregate 
Funded and Committed Assets shall not exceed 80%. 

8. The Corporation will not borrow money in excess of 25% of the Corporation’s NAV at the time of borrowing. 

Exceptions to the Corporation’s Asset Allocation Model may be made by the Manager, provided that ( i) each individual 
exception, excluding the effect of any subsequent exceptions, must be remedied within 120 days from the date of funding 
of the subject Mortgage; and ( ii) in the aggregate at  any given t ime, permitted exceptions to the Asset Allocation Model 
shall not represent more than 15% of the Corporation’s NAV.  Based on evolving market conditions and the investment 
history of the Portfolio, the Asset Allocation Model may be amended from time to time by the Manager in order to maintain 
the currency and relevance of the model on the overall investment approach of the Corporation. 

Unless expressly approved by the Board, the Corporation’s assets will not be invested in (i) loans made against the security 
of property owned or against which the senior Mortgage interest is held by any affiliate of the Corporation or the Manager, 
or (ii) any other non-arm’s length loans. 

Amendments to Investment Policies 

The C orporation’s i nvestment p olicies as  s et o ut ab ove may b e ch anged, o r waived i n r espect o f specific mortgage 
applications, with the approval of the Board.  

Leverage 

The Corporation will not generally utilize leverage to enhance returns.  H owever, the Corporation may from t ime to t ime 
either prior to  or following the c losing o f the Offering enter into one or more credit facilities with arms-length financial 
institutions or other lenders to, among other things:  ( i) facilitate operating activities and fund ordinary course of business 
expenses; ( ii) facilitate payment of redemptions and enhance liquidity of assets; and (iii) facilitate entering into Mortgage 
loans or  funding subsequent advances in an expedient manner.  I n connection with any funding facility, the Corporation 
may grant security over any individual asset or over any pool of assets.   

The Corporation is also restricted in its use of leverage by the requirement to maintain its status as a MIC.  See “Canadian 
Federal Income Tax Considerations – Status of the Corporation – MIC Requirements”. 

OVERVIEW OF THE WESTERN CANADIAN CONSTRUCTION MORTGAGE LENDING INDUSTRY 

The in vestment r eal e state market i n Canada is  c omprised o f r esidential ( including multi-residential), o ffice, r etail a nd 
industrial real property, as well as unimproved land.  In the Manager’s experience, real estate investors in small residential 
construction projects are typically smaller entrepreneurial investors, such as privately managed funds, real estate builders 
and developers with net assets of less than $20 million and individuals. 

Underserviced Demand, Niche Market 

In order to acquire and develop real estate, most market participants in the Canadian residential real estate industry require 
some form o f Mortgage financing.  T he Manager’s v iew is t hat t he Canadian construction Mortgage l ending market for 
smaller residential builders is generally underserviced, as most Canadian financial institutions tend to focus on loans with 
larger principal values and longer terms.  The principal amount of such loans must be large enough to justify the additional 
costs of quantity surveyors, engineers and outside experts required to assist the bank’s portfolio managers.  T he Manager 
believes th at c onstruction M ortgages a lso ge nerally r equire m ore a ctive a nd o ngoing m anagement o versight t han that 
required in conventional lending, which does not typically fit well within larger institutional structures. 

With a  li mited s upply o f financing a vailable, b orrowers a re o ften willing to  p ay p remium i nterest r ates to  o btain 
construction Mortgage financing.  O nce t he c onstruction of t he underlying p roperty i s c omplete, t hese borrowers are 
generally able to sell the property, or to refinance it with longer-term, lower interest financing arranged through Canadian 
financial i nstitutions.  I n t he Man ager’s e xperience, t hese market co nditions cr eate a co mpelling o pportunity for t he 
Corporation to source an d invest i n a  di versified pool  of  c onstruction M ortgage l oans, s ecured b y r eal p roperty, with 
attractive yields r elative t o t heir r isk.  T he M anager i s a s pecialized f irm f ocused e xclusively o n f unding s hort-term 
residential construction projects.   

The p rimary market for loans o ffered b y the Corporation is currently residential builders located in  Alberta.  T he Initial 
Mortgage Portfolio to be acquired pursuant to the Initial Portfolio Acquisition was comprised at April 9, 2013 a nd will 
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approximately be comprised at the closing of the offering 83% (by dollar value) of loans to builders in the greater Calgary 
area with 14% in the Edmonton area and the remaining 3% in other regions of western Canada.  The Corporation intends to 
initially grow within t hese l ocal m arkets an d s ubsequently, as  market co nditions warrant, t hrough p lanned e xpansion 
throughout western Canada.  The Corporation primarily funds new construction of residential units and accordingly targets 
market areas that include regions with growing populations.  Stable or increasing prices in housing markets serve to protect 
the value of the security for the Corporation’s loans. 

Canadian Real Estate Market 

In r ecent years, t he Canadian real estate market has exhibited a steady rise in h ousing price values s ubject to a decline 
during economic downturn that occurred in 2008 and 2009 (See Figure 1).  The more conservative lending practices in 
Canada reduced the impact of the economic downturn on housing prices which recovered significantly during the following 
year.  F or 2013,  C anada M ortgage a nd Housing Corporation ( “CMHC”) in its Second Quarter 2013 H ousing M arket 
Outlook predicts that the average MLS price for homes should grow at a rate close to inflation or slightly below in 2013 
and 2014.  Overall CMHC predicts a decline in Canadian housing starts in 2013 with a modest gain forecast for 2014. 

For Canada taken as a whole, C MHC p redicts that employment growth will be 1.3% in both 2013 a nd 2014, which i s 
expected t o s ustain moderate i ncreases i n h ousehold i ncome a nd h ousehold formation.  T his will, i n t urn, support t he 
housing market. In addition, CMHC predicts that employment growth will be led by Newfoundland and Labrador, British 
Columbia, Alberta and Saskatchewan. 

Figure 1 

 
Source: Teranet – National Bank Composite House Price Index 

Western Canadian Real Estate Market 

In t he s hort term, t he M anager intends to invest primarily within t he Alberta market, however i n t he l onger t erm, the 
Manager believes that prospects for the real estate market in the rest of western Canada are good. 

For British Columbia, CMHC states in their First Quarter 2013 Housing Market Outlook for the BC Region that economic 
fundamentals are forecast to improve, with job growth concentrated in full-time employment and the provincial population 
continuing to expand.  Stronger economic and employment growth is expected in 2014 which the Manager believes will 
lead to higher levels of resale activity and new home construction.  Despite construction activity being forecast to remain 
below its ten-year average, the Manager believes that British Columbia is a large potential market for growth. 

According t o the C MHC’s Housing M arket Outlook C anada E dition for t he second quarter of  2013 , t he ou tlook for 
employment growth in Saskatchewan for 2013 and 2014 is 2.6% and 1.6%, respectively.  Saskatchewan is also expected to 
continue to  achieve strong net migration numbers with 12,000 new individuals in each of 2013 a nd 2014.  The Manager 
believes that e mployment growth, a strengthening economy and high levels of net migration will make Saskatchewan a 
strong market for expansion. 

CMHC predicts that economic growth in Manitoba will remain relatively stable with employment growth of 1.2% in each 
of  2013 and 2014.  Net migration i s p rojected to remain elevated which the Manager believes further supports housing 
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demand.  CMHC pr ovides t hat 2012 represented a  25-year high i n single family housing starts and 2013 and 2014  a re 
expected to remain elevated above their long term averages. 

Alberta Real Estate Market 

To date, the bulk of the Manager’s lending activity has been in Alberta.  The Manager is of the view that Alberta’s strong, 
energy based economy will continue to attract workers, thereby creating demand for new and renovated housing. 

According to the Canadian Association of Petroleum Producers in i ts annual review report, Canada is ranked third in the 
world i n cr ude o il r eserves after V enezuela a nd S audi Arabia with co nventional o il r eserves at  D ecember 31, 201 0 
estimated at 4.188 million barrels.  T he Conference Board of Canada indicates that demand for new homes in Alberta is 
directly tied to activity levels in the resource sector, which is the principal driver of employment levels in Alberta.  High 
paying resource sector jobs have an economic multiplier effect which creates broad employment opportunities for service 
and secondary industries.  CMHC projects economic growth in Alberta to remain above the Canadian national average in 
2013, due to a number of factors including oil sands development and consumer spending propelled by employment and 
wage gains.  I n the Manager’s experience, the resource sector jobs in Alberta and other service and secondary industries, 
have attracted workers who have the financial ability to make their mortgage payments in a timely manner. 

Based on the 2006 and 2011 census conducted by Statistics Canada, Alberta’s population growth from 3.3 million in 2006 
to 3.6 million in 2011, accounted for approximately 19% of Canada’s total population growth during this period.  Alberta’s 
population continued to grow in 2012.   A ccording to CMHC, employment growth in Alberta i s expected to outstrip the 
national average with a growth rate of 1.8% in each of 2013 and 2014, and net migration to province will be in excess of 
58,000 i ndividuals in each  of the n ext two years.  Accordingly, t he Manager expects single family housing s tarts to b e 
higher in 2013 and 2014 than they were in 2011 or 2012. 

Figure 2 

 
Source:  Teranet – National Bank National Composite House Price 
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Figure 3 

 
Source: Canadian Mortgage and Housing Corporation (CMHC) Housing Market Outlook – Canada Highlights, First Quarter 2013 

 

Manager’s Outlook 

The M anager b elieves t hat t he r esidential co nstruction mortgage market i n s elect j urisdictions i n C anada i s, an d w ill 
continue to be, an opportune place for the type of mortgage lending the Corporation is engaged in for the following reasons: 

• The m arket is underserviced by c onventional i nstitutions which th e Manager b elieves participate in  th is s ector 
primarily to gain access to the longer amortized completion mortgages.  

• Institutional underwriting guidelines for th is market segment may be inconsistent with t he s mall s ize and short-
term nature of these lending opportunities. 

• The construction mortgages that the Manager will typically offer will be generally for terms of one year or less, 
which greatly reduces the Corporation’s exposure to the systemic risk existing in the current marketplace. 

• The Manager’s in-house construction expertise, improves management’s ability to realize on defaulted loans and 
evaluate the value proposition of client projects prior to starting. 

• Strict regulatory requirements placed on the lending practices of Canadian financial institutions limits their ability 
to fully service the construction lending market. 

• Builders t ypically r equire s hort-term funding t o a dd v alue t o a  pr operty pr ior t o qu alifying for l onger-term 
financing or  s elling t he pr operty u pon c ompletion. I nstitutions l acking i n di rect c onstruction e xperience a nd 
capacity have difficulty in efficiently assessing and managing this process. 

• With a limited supply of financing available to borrowers, borrowers are often willing to pay premium interest 
rates for these short-term mortgages. 

• Despite some expected weakening in certain real estate markets, the economies and prospects for house prices and 
housing starts in the target markets of Alberta and Western Canada all show levels of activity and growth which 
are easily capable of sustaining the Manager’s business model and growth strategy. 
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Real Estate Sectors in which the Corporation may Invest 

The primary sectors in which the Corporation intends to  invest are the residential and multi-residential homes as well as 
undeveloped lands.  In accordance with the Corporation’s Asset Allocation Model, the Corporation may also invest in other 
sectors, including but not limited to retail buildings, industrial buildings and office buildings. 

Residential 

The Corporation intends to invest in residential real estate, consisting primarily of single family homes, multi-family units 
and small apartment complexes. Demand in residential real estate is driven by various community characteristics including 
security, access to public transportation, education and well-maintained infrastructure. The Manager has in-house 
construction e xpertise pr oviding management with a  s et of pr oprietary tools a llowing be tter r isk management, t hereby 
enhancing returns. The Manager’s construction expertise improves the Corporation’s ability to better realize on defaulted 
loans. 

Undeveloped Land 

Mortgages on undeveloped land often relate to land servicing.  F unds are typically used to finance the acquisition of the 
land and the installation and construction thereon of roads, drainage and sewage systems, utilities, recreational facilities and 
similar improvements. 

Other Sectors 

The Corporation’s Asset Allocation M odel a lso p ermits modest in vestment i n M ortgages secured b y r etail b uildings, 
industrial, o ffice a nd self-storage b uildings a s well a s h otels.  T he d emand for r etail r eal e state is  d riven b y location, 
visibility, population density and traffic.  

Returns from these other types of properties can be more variable than residential and industrial properties as the market is 
more sensitive to economic performance.   

Types of Mortgage Investments 

There exists a broad range of types of Mortgage loans available to real estate purchasers and owners.  At the highest level, 
Mortgage l oans ca n be cl assified i nto t wo cat egories: co nventional Mortgages a nd n on-conventional Mortgages.  
Conventional M ortgages ar e Mortgage l oans f or which t he p rincipal a mount o f t he l oan, at  t he t ime o f co mmitment, 
together with all other equal and prior ranking Mortgages does not exceed 80% of the value of the underlying real property 
securing the loan (“Conventional Mortgages”).  Non-conventional Mortgages are Mortgage loans that do not satisfy such 
criteria (“Non-Conventional Mortgages”). 

Mortgages can be distinguished by their priority ranking with respect to repayment on a foreclosure.  The holder of a first 
ranking Mortgage (a senior Mortgage) is repaid first, the holder of a second ranking Mortgage (or, together with any lower 
ranking Mortgage, a subordinate Mortgage) is repaid second, and so on.  Further, Mortgages can also be distinguished by 
term requirements, type of asset secured and whether or not syndicated. 

In o rder to achieve the Corporation’s i nvestment objective, the Manager will i nvest p rimarily in  first and second charge 
Conventional  M ortgages which will be  pr ovided t o borrowers t o a ssist with t he f unding of  t he c onstruction of  a  ne w 
project or the construction or redevelopment of an existing project. 

INVESTMENT RESTRICTIONS 

As a general rule, the assets of the Corporation will be invested in accordance with its investment objective and, subject to 
certain duly approved exceptions described above, the Asset Allocation Model.  H owever, as  the Corporation intends to  
qualify as a MIC, the Corporation is subject to certain other investment restrictions under applicable law or otherwise that, 
among o ther things, l imit the investments that may be made by the Corporation.  The articles of the Corporation will be 
amended to provide the following investment restrictions. These investment restrictions may not be changed without the 
approval of the Shareholders in accordance with applicable law: 

1. 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; 

2. the Corporation will not invest in ABCP or in securitized pools of Mortgage loans, including securitized pools of 
sub-prime mortgage loans (being loans to borrowers with bad or no credit history); 
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3. the Corporation will not invest in securities o ther than first and subordinate Mortgages secured by real property 
and, on  a  t emporary ba sis on ly, i nterim i nvestments c onsisting of  c ash a nd cas h eq uivalents, G overnment o f 
Canada treasury bills and Government of Canada bonds with a t erm to maturity o f 3  years or less (collectively, 
“Authorized Investments”).  For greater certainty, the Corporation shall not be precluded from owning securities 
of its subsidiaries or affiliates; 

4. the Corporation will not engage in securities lending; and 

5. the Corporation will not engage in derivative transactions for any purpose. 

 

FEES AND EXPENSES 

Initial Fees and Expenses 

The expenses of the Offering, estimated to be $640,000 (including the costs of creating and organizing the Corporation, the 
costs o f p rinting a nd p reparing t his p rospectus, l egal e xpenses, marketing e xpenses, c ertain e xpenses i ncurred b y the 
Agents and certain other expenses incurred in connection with the Offering) will, together with the Agents’ fee in respect of 
the Offering, be paid from the proceeds of the Offering upon release of the Escrowed Funds (assuming the closing of the 
Initial Portfolio Acquisition). 

The Corporation has agreed to pay the Agents a cash fee equal to 2% of the gross proceeds received from sales to persons 
identified on the president’s list.  I n addition, the Corporation has agreed to pay the Agents a cash fee equal to 6% of the 
gross p roceeds received from al l o ther sales by the Agents.  The Agents’ fees and net p roceeds to the Corporation have 
been cal culated as suming t hat t here ar e n o p urchasers from t he p resident’s l ist.  As a dditional c onsideration, th e 
Corporation will grant to the Agents at closing of the Offering Agents’ Compensation Options equal to 6% of the aggregate 
number of  S ubscription Receipts (or Class A N on-Voting S hares, as  ap plicable) sold pursuant to t he O ffering.  E ach 
Agents’ Compensation Option entitles the Agents to purchase one Broker Share at the Offering price at any time prior to 
the date that is 36 months from the closing date of the Offering.  T his prospectus qualifies the distribution of the Agents’ 
Compensation O ptions and B roker S hares t o t he A gents.  The A gents’ f ee with r espect t o t he S ubscription R eceipts is  
payable upon the satisfaction by the Corporation of the listing requirements of either the TSX or the TSX-V.  If the listing 
requirements of neither the TSX nor the TSX-V are satisfied, then the Agents’ fee with respect to the Subscription Receipts 
will be  r educed by  50%  a nd will be  pa yable t o t he Agents from t he general f unds of  t he C orporation. S ee “Plan of  
Distribution”. 

Management Fees and Operating Expenses 

For a cting a s manager a nd por tfolio a dvisor of  t he Corporation, t he M anager will r eceive f rom t he Corporation a 
management fee ( the “Manager Fee”) equal to 1% per annum of the book value of the share capital of the Corporation, 
calculated daily, aggregated and paid monthly in arrears, plus applicable taxes.  In addition, the Manager will be entitled to 
charge, collect and retain Lender Fees from borrowers.  Lender Fees are charged as compensation for services rendered by 
the Manager in the origination, undertaking and oversight of Mortgages.  As a result of the increased effort required to 
oversee construction Mortgages involving multiple advances compared to Conventional Mortgages, Lender Fees will be 
higher for construction Mortgages.  Generally, the Lender Fees charged to the borrower will equal 3.5% of the approved 
loan a mount.  However, t here i s n o as surance t hat t he Lender F ees will b e eq ual t o o r b e g reater t han 3 .5%.  I n 
circumstances where Lender Fees are payable, the Corporation will be entitled to receive an amount equal to 28.6% of the 
Lender Fee with the remaining portion, being 71.4%, retained by the Manager. 

In the event of a Mortgage Loan Impairment and the Corporation is not able to fully recover the original principal amount 
invested i n t he ap plicable Mo rtgage, th e M anager is  o bligated to  c ontribute to  th e Corporation in c onnection with t he 
Mortgage, the lesser of: (a) the portion of the loss of principal amount invested by the Corporation; and (b) the portion of 
the Lender Fees the Manager received in respect of the then current term of such loan. 

The Corporation, d irectly o r in directly, will p ay for or cause t o b e p aid all e xpenses it or its  s ubsidiaries’ incur i n 
connection w ith their operations an d management.  I n ad dition t o t he f ees an d ex penses r eferenced el sewhere i n t his 
prospectus, it is expected that these expenses will include, without limitation: (a) financial reporting costs, and mailing and 
printing expenses for periodic reports to securityholders (including Class A Non-Voting Shareholders) and other 
securityholder c ommunications including marketing a nd a dvertising e xpenses; (b) fees p ayable t o its t ransfer a gent; 
(c) costs and fees payable to any agent, legal counsel, actuary, valuator, technical consultant, accountant or auditor or other 
third p arty s ervice p rovider; ( d) ongoing r egulatory f iling fees, l icense fees an d o ther fees ( including i n r espect o f t he 
Corporation, stock exchange fees, corporate filing fees and listing fees); (e) any expenses incurred in connection with any 
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foreclosure proceedings and any other legal proceedings in which the Manager participates on behalf of the Corporation or 
its subsidiaries for the purpose of providing the property of the Corporation, or its subsidiaries, including without limitation, 
costs associated with the enforcement of Mortgages; (f) all expenses related to foreclosure administration and disposal and 
costs incurred by a subsidiary in repairing or completing the property as deemed necessary by the Manager, together with a 
reasonable allocation for overhead.  For greater certainty, the Manager and the Corporation agree that the Corporation or its 
subsidiary, as applicable, shall be entitled to all net sales proceeds resulting from the disposal of any foreclosed properties 
and the Manager will not receive any profit from such foreclosure activities; (g) any fees, expenses or indemnity payable to, 
and ex penses i ncurred b y, the B oard; ( h) any ad ditional f ees p ayable t o t he Ma nager f or p erformance o f ex traordinary 
services on behalf o f the Corporation; (i) an nual allowance for bad debts expense; (j) consulting fees including w ebsite 
maintenance costs and expenses associated with the preparation of tax filings; and (k) other administrative expenses of the 
Corporation (including the calculation of NAV).  The aggregate annual amount of the general operating and administrative 
fees a nd ex penses p ayable b y the Corporation (excluding t he M anager F ee) are es timated t o b e $100,000 per a nnum 
(assuming a NAV of the Corporation of approximately $50 to $60 million). The Corporation will also be responsible for all 
taxes, co mmissions, b rokerage commissions and o ther costs o f securities t ransactions, d ebt service and costs or amounts 
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 ex penses o f t he M anager will b e satisfied b y t he M anager.  P ursuant t o t he t erms o f t he M anagement S ervices 
Agreement, the Manager will bear all costs and expenses incurred by the Manager in connection with (a) the salaries, wages 
and o ther e mployee e xpenses; ( b) ex penses an d fees p ayable t o an y i nvestment ad visor(s) f or s ervices r endered t o the 
Corporation; (c) rent payable for space used by the Manager and utilities, office furniture and equipment for such space; (d) 
other ex penses c ustomarily c onsidered t o b e o verhead ex penses; a nd ( e)  al l co sts a nd f ees a ssociated with o btaining, 
maintaining and complying with licensing requirements of the Real Estate Act (Alberta) and similar legislation in other 
jurisdictions of Canada where the Corporation carries on business. 

Certain other fees associated with Mortgage loans are generally paid by the borrowers thereunder.  For instance, Mortgage 
brokers are generally compensated for services by brokerage fees paid by the Mortgage loan borrower.  Further, the costs of 
initially es tablishing a M ortgage loan (e.g., l egal expenses, ad ministrative fees, etc.) are generally paid b y the Mortgage 
loan borrower. 

THE PORTFOLIO 

The Manager has executed on its investment objective and currently has under management a portfolio o f c onstruction 
Mortgage i nvestments t hat a dheres to  th e p arameters o f i ts a sset a llocation model, which is  substantially s imilar to the 
Asset Allocation Model of the Corporation.  T he Initial Mortgage Portfolio has been assembled, funded and administered 
by BCMIC and BCI and will be acquired by the Corporation pursuant to the transactions described under “Acquisition of 
the I nitial M ortgage P ortfolio” in acco rdance with t he Initial P ortfolio A cquisition Agreement.  I n a ccordance with th e 
Corporation’s investment objective and investment strategies, al l Mortgages acq uired must meet t he requirements o f the 
Asset Allocation Model.  The Initial Mortgage P ortfolio complies with the Corporation’s Asset Allocation Model.  The 
Initial P ortfolio A cquisition provides a  f oundation f or th e Corporation.  F rom its  in ception in  th e b usiness with in itial 
capital of  $2, 200,000 to April 9 , 201 3, t he Man ager has f unded a t otal o f ap proximately $250 million in m ortgage 
investments and charged approximately $24 million in interest, of which $227 million has been repaid by borrowers during 
this period and has recorded an unaudited total historic loan default rate of 1.2% of principal and interest and an audited 
historic annual return since inception in BCMIC of 11.57%.  As of April 9, 2013, the Initial Mortgage Portfolio consisted of 
Mortgages with approximately $36.6 million in outstanding principal, all of which are in good standing and not in default. 

The Manager regularly extends to potential borrowers commitment letters to fund new Mortgage loans.  Collectively, all 
such o utstanding co mmitments ar e r eferred t o as  “Committed Mo rtgages”.  T here can  b e n o assurance t hat C ommitted 
Mortgages will become funded Mortgage loans until executed by the borrowers, however, the Manager anticipates that all 
or a p ortion o f the Committed Mortgages outstanding from t ime to t ime will be accep ted and become funded Mortgage 
loans.  As of April 9, 2013, there were Committed Mortgages representing approximately $4 million in principal amount.  
The Manager expects that al l or a p ortion of these Committed Mortgages will become funded Mortgage loans (“Funded 
Mortgages”).  F unded M ortgages a re M ortgages in which a ll p reviously negotiated f unds ha ve b een a dvanced t o t he 
borrower.  Mortgages in which construction is progressing and the Manager issues progress draws based on the applicable 
development stage are referred to as “Partially Funded Mortgages”. 

As of April 9, 2013, the total portfolio of Mortgages (the “Total Portfolio”), consisting of the Initial Mortgage Portfolio, 
certain a dditional mortgages under management o f t he M anager, F unded M ortgages a nd P artially F unded M ortgages, 
accounted in the aggregate for 48 Mortgage loans of various types totalling approximately $63.4 million in total committed 
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amount.  As o f April 9 , 201 3, t he av erage size o f M ortgages contained i n t he T otal Portfolio w as a pproximately $1.2 
million per Mortgage investment.  

Total Portfolio – Property Types 

The following table illustrates, as of April 9, 2013, the Total Portfolio by property type relative to the allocation targeted by 
the Manager (“Target Allocation”) and the maximum a llocation levels specified in the Asset Allocation Model ( “AAM 
Allocation”): 

Property Type 

Initial 
Mortgage 
Portfolio 

(#) 

Initial Mortgage 
Portfolio 

Outstanding 
Principal(1) 

($) 

 Total Committed 
Mortgages 

Outstanding 
Principal(1) 

($) % 
AAM 

Allocation 
Residential      

Single family – Detached 37 26,162,000 43,176,000 71% 100% 
Single family – Attached 9 8,376,000 12,415,000 23% 100% 

Development Land 2 2,107,000 3,800,000 6% 40% 
Total: 48 36,645,000 59,391,000 100% N/A 

Note:  (1) The outstanding principal is equal to the market value on all such Mortgages.  

Total Portfolio – Geographic Location 

The f ollowing ta ble illustrates, a s o f April 9 , 2013 , the Total Portfolio by g eographic l ocation r elative to t he T arget 
Allocation and the Asset Allocation Model: 

Geographic Location of Property 

Initial Mortgage 
Portfolio 

(#) 

Initial Mortgage 
Portfolio 

Outstanding 
Principal 

($) 

Total Committed 
Mortgages 

Outstanding 
Principal 

($) % 
Calgary and Area 40 $30,315,000 $49,966,000 83% 
Edmonton and Area 5 $5,033,000 $7,795,000 14% 
Other provinces and territories 3 $1,297,000 $1,630,000 3% 
Total 48 $36,645,000 $59,391,000 100% 

Total Portfolio – Contractual Interest Rates 

The following table illustrates, as of April 9, 2013, the Total Portfolio categorized by contractual interest rate: 

Interest Rate (excluding fees earned by the entities) 

Initial Mortgage 
Portfolio 

(#) 

Initial Mortgage 
Portfolio Outstanding 

Principal(1) % 
13%-13.99% 1 $662,000 2% 
14%-14.99% 46 $35,924,000 98% 
Greater than or equal to 15% 1 $59,000 Nil 
Total: 48 $36,645,000 100% 
Note:  (1) The outstanding principal is equal to the market value on all such Mortgages.  

Total Portfolio - Maturity 

The following table illustrates, as of April 9, 2013, the Total Portfolio categorized by year of maturity: 

Year of Maturity 
Initial Mortgage Portfolio 

(#) 

 
Initial Mortgage Portfolio 

Outstanding Principal % 
2013 38 $33,126,000 90% 
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2014 10 $3,518,000 10% 

Total: 48 $36,644,000 100% 
 
The T otal P ortfolio c onsists of a  diversified p ool o f co nstruction M ortgages, o r i nterests therein, meeting t he cr iteria 
established in  the Asset Allocation M odel.  T he M ortgage lo ans c omprising the T otal P ortfolio ty pically include t he 
following attributes: 

1. interest only loans with a typical duration of 12 months; 

2. first and subordinate Mortgage positions; 

3. Mortgages invested primarily in large urban markets across western Canada, primarily in Alberta; 

4. Mortgages secured by the p roperties to which they relate and which typically include corporate and/or personal 
guarantees of the borrowers or the principals thereof; and 

5. all loans are uninsured Conventional Mortgage loans. 

ACQUISITION OF THE INITIAL MORTGAGE PORTFOLIO 

The Initial Mortgage Portfolio consists of a portfolio of construction Mortgages generally having terms of one year or less 
and all secured by real property with buildings at different stages of completion.  The Initial Mortgage Portfolio, currently 
owned by BCMIC and BCI, is under the direct management and control of the Manager.  Following the closing of the 
Offering, the Corporation intends to complete the Initial Portfolio Acquisition utilizing the net proceeds from the Offering 
(after the payment of the Agents’ fees and expenses) to purchase the Initial Mortgage Portfolio in accordance with the terms 
of the Initial Portfolio Acquisition Agreement.  T he Initial Portfolio Acquisition will be contingent on completion of the 
Offering and receipt of a satisfactory fairness opinion from an independent valuator and if required, regulatory approval.  In 
the event that only the Minimum Offering is completed, then the Corporation intends to purchase the existing portfolio of 
Mortgages that has been assembled and funded by BCMIC as of the closing date of the Initial Portfolio Acquisition, which 
is expected to be approximately $10.4 million. in accordance with the terms of the Initial Portfolio Acquisition Agreement.  
In t hese ci rcumstances, p ursuant t o the co nditional accep tance listing r equirements o f t he T SX-V, within f ive B usiness 
Days o f t he c ompletion of the I nitial P ortfolio A cquisition th e Corporation will be r equired to  complete a nd intends to 
complete (i) a p rivate placement of Class B Non-Voting Shares of approximately $11.7 million and (ii) within t his five 
Business Day period, the p roceeds o f t his p rivate p lacement will be used to acq uire the Additional Mortgages such that 
after th e a cquisition o f t he A dditional M ortgages, th e p ortfolio o f M ortgages will b e a pproximately $ 22.1 m illion. 
Accordingly, t he C orporation m ay acquire Mortgages ( including t he Additional Mortgages) from B CI under t he I nitial 
Portfolio A cquisition Agreement in  o ne o r more s tages.  For g reater cer tainty, after t he cl osing o f t he O ffering, the 
Corporation intends to acquire through one or more transactions any remaining Mortgages from BCI which are existing as 
at the date of closing of the Initial Portfolio Acquisition. See “Use of Proceeds”.  Accordingly, the Corporation may acquire 
Mortgages from BCI under the Initial Portfolio Acquisition Agreement in one or more stages. The Corporation intends to 
utilize the b alance o f av ailable f unds, s ubject t o working cap ital r equirements o f t he Corporation, to p urchase such 
additional Mortgages from t he e xisting p ortfolio a ssembled a nd f unded by  B CI, as t he M anager deems ad visable, s uch 
Mortgages to be purchased in accordance with the Initial Portfolio Acquisition Agreement. 

In the event that the Maximum Offering is completed, then the Corporation intends to purchase the existing portfolio of  
Mortgages t hat has b een as sembled an d f unded b y B CMIC an d B CI as o f th e c losing d ate o f th e I nitial P ortfolio 
Acquisition, such Mortgages to be purchased in accordance with the Initial Portfolio Acquisition Agreement. 

It i s expected that following closing o f the Offering, the Manager will p rovide management services on a n on-exclusive 
basis to  th e Corporation.  The M anager will p rovide s ervices a s an  i ndependent co ntractor a nd i s no t a n a gent o f t he 
Corporation.  I n th e e vent th at a ny M ortgages d o n ot meet e ligibility r equirements a s s et f orth i n t he I nitial Portfolio 
Acquisition Agreement, s uch a ssets will not b e p urchased b y t he Corporation.  A ccordingly, t he Corporation may no t 
acquire any or all of the Mortgages held by the vendors.  The purchase price for the Initial Mortgage Portfolio will be equal 
to the aggregate outstanding principal amount of the applicable initial Mortgages plus all interest accrued and unpaid as of 
the closing time of the Initial Portfolio Acquisition.  Each of the Mortgages comprising the Initial Mortgage Portfolio must 
meet, at the c losing date of t he Initial Portfolio Acquisition, certain e ligibility c riteria a s set forth in  t he Initial Portfolio 
Acquisition Agreement.  Pursuant to the Initial Portfolio Acquisition Agreement, promptly upon discovering t hat ( i) an 
eligibility requirement c ontained was not satisfied with respect to any Mortgage purchased as at the closing date of the 
acquisition or (ii) an adverse claim arising through the applicable vendor in respect of any Mortgage purchased has been 
successfully asserted against the vendor’s or the Corporation’s interest in any purchased Mortgage, the applicable vendor 



 

31 
 

shall inform the Corporation in writing, in reasonable detail, with respect thereto, or the Corporation shall so inform the 
vendor with respect thereto as the case may be. 

Further, i f any Mortgage p urchased was not in co mpliance, as  at  t he closing date o f the acquisition, with a ny e ligibility 
requirements (an “Ineligible Mortgage”), then, unless such event or state of facts shall have been cured within thirty (30) 
days of notice thereof, the applicable vendor shall either: 

(i) replace t he I neligible Mo rtgage with a M ortgage t hat has b een ap proved in writing by t he 
Corporation, act ing r easonably ( an “Eligible Mortgage”), p rovided th at th e o utstanding 
principal a mount t hereon t ogether with al l i nterest accr ued an d accel erated an d al l co sts an d 
expenses ( “Outstanding Balance”) o f the Eligible Mortgage as  at  the date o f the replacement 
will b e e qual to  o r le ss t han th e Outstanding B alance o f the I neligible M ortgage a nd, to  th e 
extent that it is less, pay the difference to the Corporation; or 

(ii) repurchase such I neligible Mortgage a nd p ay t o t he Corporation an a mount e qual t o t he 
Outstanding Balance as at the date of repurchase of such Ineligible Mortgage. 

The Corporation will p ay the p urchase p rice f or t he I nitial P ortfolio A cquisition using the c ash net proceeds f rom this 
Offering.  The Corporation intends to permit such proceeds to be invested in the Corporation by allowing BCMIC, BCI and 
their stakeholders to subscribe for Class B Non-Voting Shares of the Corporation at a price of $10.00  per Class B Non-
Voting Share on a private placement basis following the closing of this Offering.  These additional proceeds will be used to 
purchase Additional Mortgages, to the extent that any such Mortgages remain.  Any such subscriptions will be subject to 
compliance with applicable securities laws and the requirement under the Tax Act that no person (together with related 
persons) holds directly or indirectly more than 25% of any class of the issued shares of the Corporation. 

Assuming a ll s uch f unds were i nvested, t he Corporation would i ssue 1,170,000 Class B  N on-Voting S hares f ollowing 
closing of the Minimum Offering and 1,170,000 Class B Non-Voting Shares in the case of the Maximum Offering. 

Upon completion of the Initial Portfolio Acquisition pursuant to the transactions described above, the Corporation will have 
the investment and organizational structure described under “The Corporation – Overview of the Investment Structure of 
the Corporation”.  Upon completion of these transactions, the Corporation intends to comply with the requirements in the 
Tax Act to qualify as a MIC. 

PRINCIPAL AGREEMENTS 

Initial Portfolio Acquisition Agreement 

The Initial Portfolio Acquisition Agreement will provide, among other things, for the acquisition by the Corporation of the 
Initial Mortgage Portfolio from BCMIC and BCI.  The Initial Portfolio Acquisition Agreement contains certain customary 
representations and warranties from BCMIC and BCI in favour of the Corporation.  T hese representations and warranties 
address various matters relating to BCMIC and BCI and certain organizational and operational matters.  The Corporation 
will have recourse against BCMIC and BCI, as applicable, following the closing of the Initial Portfolio Acquisition to have 
Ineligible Mo rtgages r eplaced o r repurchased in a ccordance with th e te rms a nd c onditions o f th e I nitial P ortfolio 
Acquisition Agreement.  In these circumstances, a n otice of claim must be provided by the Corporation to the applicable 
vendor within the time period provided for by the Initial Portfolio Acquisition Agreement. 

The completion of the Initial Portfolio Acquisition will be conditional upon, among other things, receipt of a s atisfactory 
fairness opinion from an independent va luator, regulatory approval, the completion of the Offering, al l of the Mortgages 
purchased by the Corporation not being in default (i.e., not in arrears), and the applicable Mortgage vendor(s) representing 
that the fair values o f such Mortgage l oans ar e at  l east equal t o car rying values at  t he t ime o f t heir p urchase b y t he 
Corporation. 

Management Services Agreement 

The Corporation has en tered i nto t he M anagement S ervices A greement with t he M anager t o p rovide m anagement a nd 
portfolio a dvisory s ervices as well a s u nderwriting a nd mortgage management s ervices.  See “Fees a nd E xpenses - 
Management Fees and Operating Expenses”.  For a  description of  the duties to be  provided under the agreement by the 
Manager, see “Organization and Mortgage Details of the Corporation – Manager and Portfolio Advisor of the Corporation”. 

RISK FACTORS 

There ar e cer tain r isks i nherent i n an  i nvestment i n t he Subscription Receipts a nd Class A N on-Voting S hares o f t he 
Corporation, i ncluding t he following f actors, which i nvestors s hould car efully co nsider b efore i nvesting.  S ome o f the 
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following factors are i nterrelated an d, consequently, investors should treat s uch r isk factors as a whole.  The following 
information i s a s ummary only o f cer tain r isk factors and i s qualified in i ts entirety by reference to, and must be read in 
conjunction with, the detailed information appearing elsewhere in this prospectus.  These risks and uncertainties are not the 
only ones that could affect the Corporation and additional risks and uncertainties not currently known to the Corporation or 
the M anager, o r t hat they c urrently d eem immaterial, may al so i mpair t he r eturns, NAV, N AV p er S hare, f inancial 
condition and results of operations of the Corporation.  If any such risks actually occur, the returns, NAV, NAV per Share, 
financial c ondition a nd r esults of  ope rations of  t he Corporation could b e m aterially ad versely a ffected an d each  o f the 
financial performance of the Corporation and the ability of the Corporation to make cash distributions or satisfy requests for 
redemptions of Class A Non-Voting Shares and Class B Non-Voting Shares could be materially adversely affected.  

No Assurance of Achieving Investment Objectives or Paying Distributions 

There is no assurance that the Corporation will be able to achieve its investment objectives or be able to pay distributions at 
all or at the targeted levels or preserve capital.  The funds available for distribution to Class A Non-Voting Shareholders 
will vary according to, among other things, the interest and principal payments received in respect of the Mortgage loans 
comprising the Portfolio.  T here is  no assurance that the Portfolio will earn any return or that d istribution will be made.  
The Manager, on behalf of the Corporation, may periodically re-evaluate the Corporation’s targeted level of distributions 
and adjust it higher or lower, provided applicable Shareholder approval is obtained, which may have a material effect on the 
price or value of the Class A Non-Voting Shares. 

An investment in the Corporation is appropriate only for investors who have the capacity to absorb a loss of some or all of 
their investment and who can withstand the effect of distributions not being paid in any period or at all. 

Changes in Land Values 

The Corporation’s investments in Mortgage loans will be secured by real estate, the value of which can fluctuate.  The 
value of real estate is affected by general economic conditions, local real estate markets, the attractiveness of the property to 
tenants where applicable, competition from other available properties, fluctuations in occupancy rates, operating expenses 
and o ther factors.  T he value o f income-producing real property may a lso depend on the credit worthiness and f inancial 
stability of the borrowers and/or the tenants.  Changes in market conditions may decrease the value of the secured property 
and reduce the cash flow from the property, thereby impacting the ability of the borrower to service the debt and/or repay 
the l oan b ased o n t he pr operty income.  I n p articular, r ecent d isruptions to  th e c redit a nd f inancial markets in  N orth 
America, Europe and worldwide and local economic disruptions in areas where the borrowers of the Mortgage loans are 
located may adversely a ffect the value o f the real es tate on which the Mortgage loans are secured and the ab ility o f the 
borrowers to repay the Mortgage loans and thereby negatively impact the Corporation’s business and the value of the Class 
A Non-Voting Shares. 

Given the u ncertainty in t he current eco nomic en vironment, there i s a h eightened r isk of a d ecline i n t he value o f r eal 
property.  A decline in value of real property provided as security for a Mortgage may cause the value of the property to be 
less than the outstanding principal amount of the Mortgage loan held by the Corporation, and where applicable, amounts 
owed to o ther creditors with p rior ranking security.  F oreclosure b y the Corporation or any c reditor holding security in 
priority to the Corporation on any such Mortgage loan would not provide the Corporation, or the other secured creditors, 
with proceeds sufficient to satisfy the outstanding principal amount of the Mortgage loan. 

While independent appraisals are generally obtained before the Corporation makes a ny Mortgage investments (except in 
certain circumstances where a Mortgage loan may be advanced before an appraisal has been received), the appraised values 
provided t herein, e ven where r eported o n a n “as i s” basis, ar e n ot n ecessarily r eflective o f t he market value o f t he 
underlying real property, at which time when the Corporation seeks to enforce its security on such property.  T he market 
value o f real p roperty may fluctuate substantially within a  short period a t times o f economic instability a nd turmoil.  I n 
addition, th e a ppraised v alues r eported in  in dependent a ppraisals may b e s ubject to  c ertain c onditions, in cluding t he 
completion o f c onstruction, or r ehabilitation, r emediation o r le asehold im provements on t he r eal pr operty pr oviding 
security for the loan.  There can be no assurance that these conditions will be satisfied and if, and to the extent they are not 
satisfied, t he ap praised v alue m ay n ot b e ach ieved.  E ven i f s uch co nditions ar e s atisfied, t he appraised value m ay n ot 
necessarily reflect the market value of the real property at the time the conditions are satisfied. 

Concentration and Composition of the Portfolio 

The Portfolio will primarily be invested in construction and development Mortgages although the Corporation also may 
hold some cash and cash equivalents on a t ransitional basis.  Given the concentration of the Corporation’s exposure to the 
construction and the Mortgage lending sector, the Corporation will be more susceptible to adverse economic or regulatory 
occurrences affecting real property than an investment fund that holds a diversified portfolio of Mortgages and that is not 
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concentrated i n a s ingle s ector.  A  l ack o f d iversification may r esult i n t he Corporation being e xposed t o e conomic 
downturns o r o ther e vents t hat ha ve a n a dverse a nd disproportionate effect o n p articular t ypes o f s ecurity, i ndustry o r 
geography.  Investments in Mortgages are relatively illiquid.  Such illiquidity will tend to limit the Corporation’s ability to 
vary its Portfolio promptly in response to changing economic or investment conditions. 

The Asset Allocation Model, investment objective and investment restrictions of the Corporation permit the assets of the 
Corporation to be invested in a broad spectrum of Mortgages.  In addition, exceptions may be made to the Asset Allocation 
Model provided they are made by the Manager and provided that cer tain conditions are met.  B ased on evolving market 
conditions and t he investment hi story o f t he Corporation’s Portfolio, the Manager may also amend the Asset Allocation 
Model in order to maintain the currency and relevance of the model on the overall investment approach of the Corporation.  
Therefore, the composition of the Portfolio may vary widely from time to time, subject to the investment objective and 
investment restrictions of the Corporation.  The Portfolio will be invested and may from time to time be concentrated by 
location of  the properties, type of  property, or  other factors resulting in the Portfolio be ing less diversified than a t o ther 
times and as anticipated.  As a result, the returns of the Portfolio may change as its composition changes.  See “Investment 
Strategies – Asset Allocation Model”. 

Construction Mortgages Involve a Higher Degree of Risk than Non-construction Mortgages 

Construction M ortgages ge nerally r equire more a ctive a nd o ngoing management o versight t han t hat r equired f or non-
construction Mortgages that are secured by fully-developed properties.  Properties t hat are not fully d eveloped are also 
generally less liquid than fully-developed properties.  The rules under the Tax Act governing MICs prohibit the Corporation 
from managing or developing real or immovable property, and therefore there are restrictions on the Corporation being able 
to complete the development of properties that the Corporation assumes ownership or control of  by taking enforcement 
steps against defaulting borrowers.  Accordingly, construction Mortgages ge nerally i nvolve a  hi gher degree o f r isk for a  
MIC lender than non-construction Mortgages.  See “Overview o f the Western Canadian Construction Mortgage Lending 
Industry - Underserviced Demand, N iche Market” a nd “C anadian Federal I ncome T ax C onsiderations – MIC 
Requirements”. 

Possible Failure to Complete the Initial Portfolio Acquisition 

The Initial Portfolio Acquisition is  subject to  r eceipt o f a  satisfactory fairness opinion from an  independent valuator, al l 
regulatory approvals and to customary commercial risks that the transaction may not be completed on the terms negotiated 
or a t a ll.  I f t he I nitial Portfolio Acquisition does not ta ke p lace b y t he T ermination T ime or the lis ting requirements o f 
neither the TSX nor the TSX-V are satisfied, then the Subscription Receipts will be cancelled and the Escrow Agent and 
the Corporation must repay to holders of Subscription Receipts an amount equal to the subscription price thereof plus a pro 
rata share o f the i nterest earned o n the Escrowed F unds.  In t hat cas e, the total return t hat a purchaser of Subscription 
Receipts would b e e ntitled t o r eceive would b e limited to th e p urchaser’s pro rata share o f i nterest ear ned o n the 
subscription p rice for such purchaser’s Subscription Receipts.  The purchaser would not be entitled to participate in any 
growth in the trading price of the Class A Non-Voting Shares.  F urther, the purchaser would be restricted from using the 
funds devoted to the acquisition of the Subscription Receipts for a ny other investment opportunities until the Escrowed 
Funds are returned to the purchaser.  If closing of the Initial Portfolio Acquisition does not take place as contemplated, in 
accordance w ith th e te rms o f the Initial Portfolio A cquisition A greement, the Corporation could s uffer ad verse 
consequences, including the loss of investor confidence.  In addition, if the Initial Portfolio Acquisition does not take place, 
there is n o assurance t hat t he Corporation will b e a ble to  pay d istributions to  Class A  N on-Voting Shareholders at  t he 
prescribed level. 

Subordinated Loans and Mortgages 

Some o f the Mortgages in which the Corporation intends to invest may be considered to be higher r isk than senior debt 
financing b ecause t he Corporation will n ot have a  first-ranking charge o n the u nderlying p roperty.  When a  c harge o n 
property is in a position other than first-ranking, it is possible for the holder of a senior-ranking charge on the property, if 
the borrower is in default under the terms of its obligations to such holder, to take a number of actions against the borrower 
and ultimately against the property to realize on the security given for the loan.  S uch actions may include a f oreclosure 
action, the exercising of a quit claim or an action forcing the property to be sold.  A foreclosure action or the exercise of a 
giving-in-payment clause may have the ultimate effect of depriving any person having other than a first-ranking charge on 
the property of the security of the property.  If an action is taken to sell the property and sufficient proceeds are not realized 
from such sale to pay off creditors who have prior charges on the property, the holder of a subsequent charge may lose its 
investment or part thereof to the extent o f such deficiency unless the ho lder can o therwise recover such deficiency from 
other property owned by the debtor. The Corporation may remedy a default under the terms of a prior charge on a property 
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or satisfy the obligation of a borrower towards the holder of a prior ranking charge if required to protect the Corporation’s 
investments. 

Fair Allocation 

It is the general policy of the Manager that all of its managed accounts that have investment objectives and restrictions that 
are compatible with a  particular investment opportunity should, when practicable, participate pro rata in that investment 
opportunity based upon, among other things, the relative amount of assets under management in each such account and the 
relative i mportance o f t he i nvestment o pportunity t o t he f ulfillment o f each  s uch acco unt’s i nvestment o bjective. 
Accordingly, the Manager will generally present to the Corporation any investment opportunity available to the Manager 
that i s c onsistent with t he i nvestment o bjectives a nd r estrictions o f t he Corporation based u pon, a nd s ubject t o, ( a) t he 
amount of assets under management on behalf o f the Corporation relative to the amount of assets under management on 
behalf o f al l o ther accounts of the Manager that have investment objectives and restrictions that are compatible with the 
investment opportunity, and (b) the importance of the investment opportunity to the fulfillment of the investment objective 
of the Corporation relative to the importance of the investment opportunity to the fulfillment of the investment objectives of 
such o ther acco unts o f t he Manager.  An as sessment o f t he r elative i mportance o f an i nvestment o pportunity t o t he 
fulfillment of a client account’s investment objective is dependent upon a number of factors that include the availability of 
the resources that are required to make the investment, alternative investment opportunities, the composition of the client 
account’s portfolio at the time, the geographic and industry sector exposure associated with the investment opportunity and 
the liquidity of the account.  As a result of this fair allocation policy, the Corporation may, from time to time, be presented 
with yet p recluded f rom p articipating i n a n i nvestment o pportunity av ailable t o t he Manager that would o therwise b e 
compatible with t he Corporation’s i nvestment o bjectives and r estrictions b ased upon t he M anager’s a ssessment o f the 
relative importance of the investment opportunity to each of its managed accounts, including the Corporation.  In addition, 
a substantial portion of the assets of the Corporation may be co-invested, e ither d irectly or indirectly, in Mortgage loans 
that have been syndicated by the Manager among the Corporation and one or more other funds that are managed or advised 
by the Manager. 

No Guarantees or Insurance 

There can be no assurance that Mortgage loans of the Corporation will result in a guaranteed rate of return or any return to 
Class A Non-Voting Shareholders or  that losses will not be suffered on one or  more Mortgage loans.  Moreover, at any 
point i n t ime, t he i nterest r ates b eing ch arged f or Mo rtgages ar e r eflective o f t he g eneral l evel o f i nterest r ates an d, as 
interest rates fluctuate, it is expected that the aggregate yield on Mortgage investments will also change. 

A M ortgage bor rower’s obl igations t o t he Corporation or an y o ther p erson ar e n ot g uaranteed b y t he G overnment o f 
Canada, t he g overnment o f a ny p rovince o r a ny a gency t hereof nor a re t hey i nsured under t he National Housing Act 
(Canada).  I n t he ev ent t hat ad ditional s ecurity i s g iven b y t he b orrower o r a t hird party o r t hat a p rivate g uarantor 
guarantees the Mortgage borrower’s obligations, there is no assurance that such additional security or guarantee will be 
sufficient to make the Corporation whole if and when resort is to be had thereto.  Further, neither Subscription Receipts or 
Class A N on-Voting S hares ar e “deposits” within t he meaning o f t he Canadian Deposit Insurance Corporation Act 
(Canada) and are not insured under the provisions of that Act or any other legislation. 

Reliance on Borrowers 

After funding a Mortgage, although the Corporation may monitor the situation and has its own insurance policies in place, 
the Corporation r elies u pon bor rowers t o maintain a dequate i nsurance a nd f or pr oper a dherence t o e nvironmental 
regulations. 

Competition 

The performance of the Corporation depends, in large part, on the Manager’s ability to source or acquire Mortgage loans at 
favourable yields.  T he Manager competes with individuals, corporations and institutions for investment opportunities in  
the f inancing o f r eal p roperty.  C ertain o f t hese co mpetitors m ay h ave g reater r esources t han t he Corporation and may 
therefore operate with greater flexibility.  As a result, the Manager may not be able to source or acquire sufficient Mortgage 
loans at favourable yields or at all. 

Sensitivity to Interest Rates 

It is anticipated that the market price for the Class A Non-Voting Shares and the value of the Portfolio at any given time 
may be affected by the level of interest rates prevailing at such time.  T he Corporation’s income will consist primarily of 
interest payments o n the Mortgages comprising the Portfolio.  If t here is a decline in interest rates (as measured by the 
indices upon which the interest rates o f t he Corporation’s Mortgages are based), the Corporation may f ind it d ifficult to  



 

35 
 

source or otherwise generate additional Mortgages bearing rates sufficient to achieve targeted annualized dividends or other 
distributions on the Class A Non-Voting Shares.  There can be no assurance that an interest rate environment in which there 
is a significant decline in interest rates would not adversely affect the Corporation’s ability to maintain distributions on the 
Class A N on-Voting S hares at a co nsistent l evel.  I ncreasing interest r ates may a lso a dversely a ffect t he Corporation’s 
performance and/or the value of the Class A Non-Voting Shares and the Corporation’s Portfolio. 

Due to the term of the Mortgages comprising the Initial Mortgage Portfolio and the inability to accurately predict the extent 
to which the Corporation’s Mortgages may be prepaid, it is possible that the Corporation may not be able to sufficiently 
reduce interest rate risk associated with the replacement of such Mortgages through new investments in Mortgages. 

Fluctuations in NAV and Distributions 

The NAV per share and the funds available for distributions will vary according to, among other things, the value of the 
Portfolio an d t he i nterest ear ned t hereon.  Fluctuations i n t he market v alue o f t he P ortfolio s ecurities may o ccur for a 
number of reasons beyond the control of the Manager or the Corporation. 

The Corporation will depend on revenue generated from the Portfolio.  There can be no assurance regarding the amount of 
revenue that will be generated by the Mortgages comprising the Portfolio.  The shareholders of the Corporation will be 
entitled to receive distributions as and when declared from time to time by the directors of the Corporation, acting in their 
sole d iscretion, o ut o f th e a ssets o f t he Corporation properly av ailable f or the p ayment o f d ividends.  The a mount of  
distributions will depend upon numerous factors, including the ability of  bor rowers to make a pplicable pa yments under 
Mortgages, composition of the Corporation’s Mortgages, availability of Mortgage investments, interest rates, unexpected 
costs, t he Corporation’s f inancial p erformance, d ebt co venants a nd o bligations under credit f acilities, working cap ital 
requirements and other factors which may not now be known by or which may be beyond the control of the Corporation or 
the Manager.  I f t he d irectors of th e Corporation, o n the advice of the Manager, determine that it would b e in the best 
interests of the Corporation, they may reduce or suspend for any period or altogether cease indefinitely the distributions to 
be made to the shareholders.  No distributions will be made to holders of Class B Non-Voting Shares unless, for the year in 
question, t he Class A N on-Voting S hareholders h ave o r will r eceive i n s uch year t he preferential annualized n on-
cumulative d istribution being at a rate of up to, but never exceeding 8% per annum calculated on the Offering price of 
$10.00 per Class A N on-Voting S hare in acco rdance with t he Corporation’s articles.  There i s no as surance t hat the 
Corporation will be able to declare any dividends in any period or at all.  See “Distribution Policy” and “Attributes of the 
Share Capital”. 

Distributions made to holders of Shares may exceed actual cash available to the Corporation from time to time because of 
items such as debt payment obligations, fluctuations in  Portfolio returns and redemptions of Shares, i f any.  This excess 
cash required to fund distributions may be funded from an operating credit facility, to the extent that one is available, or 
from the capital of the Corporation. 

Availability of Investments 

Because the Corporation relies on t he Manager to source Mortgages i t i nvests in, t he Corporation is exposed to adverse 
developments i n t he business a nd affairs o f t he Manager, to its  management and financial strength and to  its a bility to  
operate its businesses profitably.  The ability of the Corporation to make investments in accordance with its investment 
objective and investment strategies depends upon the availability of suitable investments and the amount of funds available 
to make such investments.  Additionally, the Corporation may occasionally hold excess funds to be invested in additional 
Mortgages, which may negatively impact returns. 

There can be no assurance that the yields on the Mortgages comprising the Initial Mortgage Portfolio will be representative 
of yields that can be obtained on future investments in Mortgages made by the Corporation. 

Dilution 

The Corporation is authorized to issue an unlimited number of Class A Non-Voting Shares, an unlimited number of Class B 
Non-Voting Shares and an unlimited number of Voting Shares.  The board of directors of the Corporation has the discretion 
to issue additional Class A Non-Voting Shares and Class B Non-Voting Shares from time to time.  T he Corporation may 
issue Class A Non-Voting Shares and Class B Non-Voting Shares at a discount to the NAV applicable to such Shares, 
without the pr ior approval of  the Shareholders, provided that the net proceeds per Share may not be  l ess than 97.5% of  
NAV per Share.  The issuance of any additional Shares may, and the issuance of Shares at a p rice or for net proceeds per 
Share that are less than the applicable NAV per Share will, have a dilutive effect on the purchasers of Class A Non-Voting 
Shares under the Offering. 
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Risks Related to Mortgage Extensions and Mortgage Defaults 

The Manager may from time to time deem it appropriate to extend or renew the term of a Mortgage past its maturity, or to 
accrue the interest on a Mortgage, in order to provide the borrower with i ncreased repayment flexibility.  The Manager 
generally will do so if it b elieves that there is a very low risk to the Corporation of not being repaid the full principal and 
interest owing on the Mortgage.  I n these circumstances, however, the Corporation is subject to the risk that the principal 
and/or accrued interest of such Mortgage may not be repaid in a timely manner or at all, which could impact the cash flows 
of the Corporation during the period in which it is granting this accommodation.  Further, in the event that the valuation of 
the asset has fluctuated substantially due to market conditions, there is a r isk that the Corporation may not recover al l or 
substantially all of the principal and interest owed to the Corporation in respect of such Mortgage. 

When a Mortgage is extended past its maturity, the loan can either be held over on a month-to-month basis, or renewed for 
an additional term at the time of its maturity. Notwithstanding any such extension or renewal, if the borrower subsequently 
defaults under any terms of the Mortgage, the Manager has the ability to exercise i ts Mortgage enforcement remedies in 
respect o f t he e xtended o r r enewed M ortgage.  E xercising M ortgage en forcement r emedies i s a  p rocess t hat r equires a  
significant amount of time to complete, which could adversely impact the cash flows of the Corporation during the period 
of enforcement.  In addition, as a result of potential declines in real estate values, there is no assurance that the Corporation 
will be able to recover all or substantially all of the outstanding principal and interest owed to the Corporation in respect of 
such Mortgages by exercising its Mortgage  enforcement remedies.  Should the Corporation be unable to recover all or 
substantially all of the principal and interest owed to the Corporation in respect of such Mortgages, the NAV would be 
reduced, and the returns, financial condition and results of operations of the Corporation could be adversely impacted. 

Renewal of Mortgages Comprising the Portfolio 

There can be no assurances that any of the Mortgages comprising the Portfolio, including the Initial Mortgage Portfolio, 
can or will be renewed at the same interest rates and terms, or in the same amounts as are currently in effect.  With respect 
to each Mortgage comprising the Portfolio, it is possible that the mortgagor, the mortgagee or both, will elect to not renew.  
In addition, if the Mortgages in the Portfolio are renewed, the principal balance of such renewals, the interest rates and the 
other terms and conditions of such Mortgages will be subject to negotiation between the mortgagors and the mortgagees at 
the time of renewal. 

Foreclosure and Related Costs 

One or  more bor rowers c ould f ail t o make pa yments a ccording t o t he t erms of  t heir l oan a nd t he Corporation could 
therefore be forced to exercise its rights as mortgagee.  The recovery of a p ortion of the Corporation’s assets may not be 
possible for an extended period of time during this process and there are circumstances where there may be complications 
in t he enforcement of the Corporation’s r ights as mortgagee.  L egal fees a nd ex penses an d o ther co sts i ncurred b y the 
Corporation in enforcing its rights as mortgagee against a defaulting borrower are borne by the Corporation.  Although 
these f ees, costs and e xpenses are usually recoverable from the b orrower d irectly or through t he sale o f t he mortgaged 
property by power of sale or otherwise, there is no assurance that they will actually be recovered. 

Furthermore, certain significant expenditures, including property taxes, capital repair and replacement costs, maintenance 
costs, mortgage p ayments, i nsurance c osts a nd r elated ch arges must b e made t hrough t he p eriod o f o wnership o f r eal 
property r egardless o f whether t he p roperty i s p roducing income o r whether mortgage p ayments ar e b eing made.  T he 
Corporation may therefore b e r equired to  in cur a dditional o utlays to pr otect i ts i nvestment, e ven if t he borrower i s no t 
honouring its contractual obligations.  The Corporation and the Manager will ensure that all activities, if any, undertaken by 
a subsidiary of the Corporation to complete a property acquired through foreclosure will not cause the Corporation to cease 
qualifying as a MIC. 

Litigation Risks 

The Corporation may, from time to time, become involved in legal proceedings in the course of its business.  The costs of 
litigation and settlement can be substantial and there is no assurance that such costs will be recovered in whole or at  all.  
During litigation, the Corporation is not receiving payments of interest on a Mortgage loan that is the subject of litigation, 
thereby impacting cash flows.  The unfavorable resolution of any legal p roceedings could have an adverse ef fect on the 
Corporation and its financial position and results of operations that could be material.   

Ability to Manage Growth 

The Corporation intends to grow its Mortgages and the Portfolio.  In order to effectively deploy its capital and monitor its 
loans a nd i nvestments i n the f uture, t he Corporation will n eed t o r etain ad ditional p ersonnel an d may b e r equired t o 
augment, improve or replace existing systems and controls, each of which can divert the attention of management from 
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their o ther responsibilities and present numerous challenges.  A s a r esult, there can be no assurance that the Corporation 
will be able to effectively manage its growth and, if it is unable to do so, the Corporation’s Mortgages, the Portfolio and the 
price and NAV of the Class A Non-Voting Shares, may be materially adversely affected. 

Speculative Nature of Class A Non-Voting Shares 

Investment in the Class A Non-Voting Shares is speculative due to the nature of the Corporation’s business and involves 
certain risks.  There i s no guarantee that an investment in Class A Non-Voting Shares of the Corporation will earn any 
positive return in the short or long term and investors must be able to bear the risk of a complete loss of their investment 
and have no need for immediate liquidity in their investment. 

Significant Redemptions of Shares 

Shares can b e r edeemed o nly o n an a nnual b asis as d escribed u nder t he “Redemption of S hares”.  T he pu rpose of  the 
Annual R edemption Right i s t o pr event or  r educe t he l ikelihood of  t he Class A N on-Voting S hares from t rading at a 
substantial discount to the NAV per share and to provide holders of Class A Non-Voting Shares with the r ight to realize 
their investment once per year without any trading discount to the NAV per Share or incurring selling commissions.  While 
the Annual Redemption Right provides Class A Non-Voting S hareholders with the opt ion of  annual liq uidity a t 95% of 
NAV per Share, there can be no assurance that it will reduce trading discounts or allow a holder to redeem all of the Class 
A Non-Voting Shares sought to be redeemed.  I f a  s ignificant number of  Class A Non-Voting Shares are redeemed, the 
trading liq uidity o f the Class A Non-Voting S hares could be s ignificantly reduced.  Class B  Non-Voting S hares may be 
redeemed at  the Annual Redemption Price, as applicable.  The holders of Class A Non-Voting Shares and Class B Non-
Voting Shares are also subject to certain restrictions and limitations on their ability to redeem Shares.  S ee “Attributes of 
the Share Capital”. 

In addition, if a significant number of Class A Non-Voting Shares or Class B Non-Voting Shares ar e redeemed: ( i) the 
Corporation may be required to sell Portfolio assets in order to satisfy redemption payment obligations and may not be able 
to complete such Portfolio asset sales on favourable terms or at all; ( ii) the expenses of the Corporation would be spread 
among fewer Class A Non-Voting Shares or Class B Non-Voting Shares resulting in a higher management expense ratio 
per Class A Non-Voting Share; and (iii) Class A Non-Voting Shares submitted for redemption in excess of the redemption 
limits described under “Redemption of Shares – Limitation and Suspension of Redemptions” may not be redeemed.  If, as a 
result of significant redemptions, the Manager determines that it is in the best interests of Class A Non-Voting Shareholders 
to terminate the Corporation, the Manager could seek to terminate the Corporation without Shareholder approval. 

Market for Securities 

There is no market through which the Subscription Receipts may be sold and there is no guarantee that an active trading 
market will d evelop.  Accordingly, p urchasers may not be ab le t o r esell S ubscription Receipts p urchased und er t his 
prospectus.  This may affect the pricing of the Subscription Receipts in the secondary market, the transparency and the 
availability of trading prices and the liquidity of the securities.  There can be no assurance that an active trading market will 
develop for the Subscription Receipts after the Offering. 

There is currently no market through which the Subscription Receipts or Class A Non-Voting Shares issuable thereunder 
may b e sold an d p urchasers may not b e ab le t o r esell s uch s ecurities a cquired under t his pr ospectus. T he T SX has 
conditionally accepted the listing of the Class A N on-Voting Shares under the symbol “BCF”. Listing i s subject t o the 
Corporation fulfilling all of the requirements of the TSX on or before January 14, 2013, including the distribution of the 
Class A Non-Voting Shares to a minimum number of public securityholders, completion of the Initial Portfolio Acquisition 
and a minimum public raise of $30,000,000.  In addition, the TSX-V has also conditionally accepted the listing of the Class 
A Non-Voting Shares under the symbol “BCF”. Listing is subject to the Corporation fulfilling all of the requirements of the 
TSX-V, in cluding th e d istribution o f t he Class A N on-Voting S hares t o a  minimum number of  p ublic s ecurityholders, 
completion of the Initial Portfolio Acquisition and the completion of a private placement of Class B Non-Voting Shares and 
acquisition of Additional Mortgages in certain circumstances, including where only the Minimum Offering is raised, within 
five B usiness D ays o f t he I nitial P ortfolio A cquisition.  This may a ffect t he p ricing o f t he s ecurities i n t he s econdary 
market, the transparency and availability of trading prices, the liquidity of the securities, and the extent of issuer regulation. 
In the event that the Corporation is able to satisfy the listing requirements of both the TSX and the TSX-V, it intends to list 
the Class A Non-Voting Shares on the TSX. There can be no assurance that the Corporation will be able to satisfy the 
listing requirements of either the TSX and TSX-V.  
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Possible Failure to Complete the Private Placement of Class B Non-Voting Shares  

The Offering, the Initial Portfolio Acquisition and the private placement of Class B Non-Voting Shares are each subject to 
normal c ommercial r isks t hat s uch tr ansactions may not b e c ompleted o n th e terms n egotiated o r a t a ll. C losing o f th e 
Offering and the Initial Portfolio Acquisition are not conditional on closing of the private placement of Class B Non-Voting 
Shares.  

However, i n t he event that only t he Minimum O ffering i s completed, p ursuant to  the l isting c onditions o f t he T SX-V, 
within f ive B usiness D ays o f th e c ompletion o f th e I nitial P ortfolio A cquisition the C orporation will be r equired t o 
complete the private placement of Class B Non-Voting Shares of approximately $11.7 million.  The proceeds of this private 
placement will be used to acquire the Additional Mortgages such that after the acquisition of the Additional Mortgages, the 
portfolio of  M ortgages will be  a pproximately $22. 1 m illion. Accordingly, t he C orporation may a cquire M ortgages 
(including the Additional Mortgages) from BCI under the Initial Portfolio Acquisition Agreement in one or more stages.  
There can be no assurance that the private placement or such other equity financing will be available to the Corporation or 
if available, on terms acceptable to the Corporation.  The inability of the Corporation to access sufficient capital to fund its 
acquisition of additional Mortgages under the Initial Portfolio Acquisition Agreement and ongoing operations would likely 
have a material adverse effect on the Corporation and the ability of the Corporation to realize the anticipated benefits of the 
Initial Portfolio Acquisition. 

Assuming that the Minimum Offering is completed, the Corporation currently expects that, if required, and the Corporation 
intends that the private placement of Class B Non-Voting Shares will close on or within five Business Days of completion 
of the Initial Portfolio Acquisition. T he private p lacement may not close for a v ariety o f reasons some o f which are not 
within the control of the Corporation. In addition, even if the private placement closes, the private placement may not close 
on the terms o r t he timing c urrently expected. If t he private placement does not close or if c ompleted bu t the terms or  
timing ar e d ifferent t han e xpected, i t co uld h ave an  ad verse ef fect o n t he Corporation’s f uture cap ital p lans a nd 
development plans for its properties and satisfaction of the listing conditions of the TSX-V.  

Trading Price of Class A Non-Voting Shares and Liquidity 

The Class A Non-Voting Shares may trade in the market at a premium or discount to the NAV per share and there can be 
no assurance that the Class A Non-Voting Shares will trade at a price equal to the NAV applicable to such Shares or that a 
liquid market will develop.  This risk is separate and distinct from the risk that the NAV applicable to Class A Non-Voting 
Shares may decrease. 

In r ecognition of th e p ossibility that t he Class A  N on-Voting Shares may t rade at  a d iscount, t he terms and co nditions 
attaching to the Class A Non-Voting Shares have been designed to attempt to reduce or eliminate a market value discount 
from t he N AV p er share.  The Corporation believes t hat o ptional p urchases o f Class A  N on-Voting S hares b y t he 
Corporation, as described under “Attributes of the Share Capital – Purchase for Cancellation”, and redemptions described 
under “Redemption of Shares” are attributes that may help to reduce or eliminate a market value discount from the NAV 
per Class A Non-Voting Share.  There can be no assurance that such measures will result in the Class A Non-Voting Shares 
trading at a p rice which is equal to the NAV per share.  T he Corporation anticipates that the market price of the Class A 
Non-Voting Shares will in any event vary from the NAV applicable to such Shares.  The market price of the Class A Non-
Voting S hares will be  de termined by , a mong ot her t hings, t he r elative de mand for a nd s upply of  Class A N on-Voting 
Shares in the market, trading liquidity, the Corporation’s investment performance, the Class A Non-Voting Shares’ yield 
and investor pe rception of t he Corporation’s o verall attractiveness as an i nvestment a s compared with o ther investment 
alternatives. 

Qualification as a MIC 

Although the Corporation intends to qualify at all times as a MIC, no assurance can be provided in this regard.  I f for any 
reason the Corporation does not maintain its qualification as a MIC under the Tax Act, dividends paid by the Corporation 
on the Class A Non-Voting S hares will cease to be deductible by the Corporation in computing its income and will no 
longer be deemed to have been received by Class A Non-Voting Shareholders as bond interest or a capital gain, as the case 
may b e.  I n s uch e vent, a s l ong a s t he Class A N on-Voting S hares ar e listed o n a d esignated stock e xchange, o r t he 
Corporation otherwise qualifies as a public corporation for purposes of the Tax Act, the rules in the Tax Act regarding the 
taxation of public corporations and their shareholders apply, with the result that the combined corporate and shareholder tax 
may be significantly greater.  In addition unless the Class A Non-Voting Shares are listed on a designated stock exchange, 
the Class A Non-Voting Shares may not constitute qualified investments for an RRSP, DPSP, RRIF, RDSP and RESP if the 
Corporation does not qualify as a MIC.  See “Canadian Federal Income Tax Considerations”. 
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The Corporation intends to monitor major positions held in Class A Non-Voting Shares and Class B Non-Voting Shares in 
relation t o t heir ap plicable o utstanding b alances t o en sure t hat n o o ne s hareholder o f t he Corporation exceeds t he 2 5% 
maximum ownership limit set by the Tax Act for the Corporation to maintain its qualification as a MIC.  The terms of the 
Shares i nclude cer tain p rovisions i ntended t o p revent t his co ndition f rom b eing v iolated. S ee “Attributes o f t he S hare 
Capital — Restrictions on Ownership”. 

Reliance on the Manager 

Pursuant to the Management Services Agreement, the Manager will advise the Corporation in a manner consistent with the 
investment objective, the Asset Allocation Model and the investment restrictions of the Corporation and will be responsible 
for the management a nd d irection o f t he a ffairs o f the Corporation relating to  t he a dministration and e valuation o f the 
existing an d p otential M ortgages o f the Corporation.  A lthough t he e mployees of  t he M anager who will be  pr imarily 
responsible for the performance of the respective obligations of each such entity owed to the Corporation have extensive 
experience, t here i s no cer tainty t hat s uch i ndividuals will co ntinue t o b e em ployees o f t he Ma nager i n t he future.  I n 
addition, the Management Services Agreement may be terminated in certain circumstances.  There is no assurance that the 
Manager will continue to provide services to the Corporation. 

In addition, there is no certainty that the persons who are currently officers and directors of the Manager will continue to act 
in s uch c apacity.  S hareholders will b e r equired t o r ely on t he good f aith, e xpertise and j udgment o f t he i ndividuals 
comprising the management of the Manager from time to time.  Shareholders do not have the right to direct or influence in 
any manner the business or affairs of the Manager. 

Operating History of the Corporation 

The Corporation is a recently organized MIC with no previous operating history.  T here is currently no public market for 
the Class A Non-Voting Shares and there can be no as surance that an  act ive public market for the Class A Non-Voting 
Shares will develop or be sustained after completion of the Offering. 

The Corporation may be Unable to Fund Investments 

The Corporation may commit to making future Mortgage investments in anticipation of repayment of principal outstanding 
and/or t he p ayment of interest under existing M ortgage investments.  In the event that such r epayments of principal or 
payments o f i nterest ar e n ot m ade, t he Corporation may be u nable t o ad vance s ome o r al l of t he f unds r equired t o b e 
advanced pu rsuant t o t he t erms o f i ts c ommitments a nd m ay be  r equired t o obt ain i nterim financing a nd t o f und s uch 
commitments or face liability in connection with its failure to make such advances. 

Borrowing and Leverage 

The Corporation intends t o bor row funds using its Mortgages a s security in order to provide operating flexibility.  The 
Corporation intends to establish access to a revolving credit facility which will be utilized to fund Mortgage advances when 
cash is not otherwise available.  W hile the credit facility will revolve over time, it i s not the intent of the Corporation to 
utilize credit for purposes of leverage.  The Tax Act also imposes restrictions on a MIC’s use of borrowed funds which are 
listed u nder “Canadian F ederal I ncome T ax Considerations – Status o f t he Corporation – MIC R equirements”, t he 
Corporation and the Manager intend to ensure that these restrictions are complied with and that the Corporation remains a 
MIC under the Tax Act.  I n the event that the Corporation could not meet the obligations of such loans pertaining to  the 
payment o f i nterest o r th e r epayment o f p rincipal, th e Corporation could in cur s ubstantial c osts in  o rder to  p rotect the 
investments of the Corporation while managing the repayment of such a loan facility and/or the Corporation could lose 
some or all of its assets as a result of lenders exercising their rights of foreclosure and sale. 

The i nterest ex pense an d b anking f ees i ncurred in r espect o f an y cr edit f acilities o f the Corporation may e xceed t he 
incremental capital gains/losses and income generated by the incremental investments in Mortgages made with the credit 
facility.  Accordingly, any ev ent which adversely affects the value of M ortgages would be magnified to the extent that 
leverage is employed to purchase such Mortgages.  In addition, the Corporation may not be able to renew any credit facility 
on accep table terms o r at  al l.  T here can be no as surance that t he borrowing s trategy e mployed b y the Corporation will 
enhance returns. 

Potential Liabilities Associated with the Initial Portfolio Acquisition 

Although t he Corporation completed d ue d iligence r eviews in r espect o f t he I nitial Mortgage P ortfolio, there may b e 
liabilities and contingencies that the Corporation did not discover or failed to quantify in its due diligence conducted prior 
to consummation of the Initial Portfolio Acquisition and accordingly, the Corporation may not be indemnified for some or 
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all of these liabilities and contingencies, which will negatively affect distributions to Shareholders.  I n addition, the Initial 
Portfolio Acquisition Agreement may contain limited representations and warranties. 

Share Class Risk 

Certain matters r equire th e a pproval o f h olders o f Class A N on-Voting S hares a nd Class B  N on-Voting S hares vo ting 
together as a class.  To the extent Class B Non-Voting Shares are issued, the voting rights of Class A Non-Voting Shares on 
these matters (and vice versa) will be diluted. 

Conflicts of Interest 

Except as set forth in this prospectus, there are no existing material conflicts of interest between the Corporation and any of 
its directors and officers.  However, certain directors and officers of the Corporation are, and may continue to be, directors, 
officers or shareholders of other entities whose operations may, from time to time, be in direct competition with those of the 
Corporation or with entities which may, from time to time, provide financing to, or make equity investments in competitors 
of the Corporation.  I n accordance with the ABCA, such directors and officers will be required to disclose all conflicts of 
interest as such conflicts arise.  If a conflict of interest arises at a meeting of the board of directors of the Corporation, any 
director in a conflict will disclose his interest and abstain from voting on such matter. 

The Manager, its officers, directors, employees, or shareholders and their respective affiliates and associates are not limited 
or affected in their ability to carry on other business ventures for their own account, or for the account of others, and may be 
engaged in the development of, investment in, or management of businesses that may compete with the business of the 
Corporation.  T he Corporation has no t e ntered i nto a ny no n-competition ag reements with an y o f t he M anager o r i ts 
directors, officers or employees.  Similarly, the Manager does not have any non-competition agreements with its respective 
directors, officers and employees.  Accordingly, any one or more of the Manager, and their respective directors, officers 
and employees may compete with or otherwise have a conflict of interest in carrying out its obligations to the Corporation. 

For example, the Manager may manage or advise with respect to accounts or funds (including separate accounts and other 
funds and pooled investment vehicles) that have investment objectives similar to those of the Corporation and may engage 
in t ransactions i n t he same t ypes o f s ecurities a nd i nstruments a s t he Corporation.  Such tr ansactions will, e xcept a s 
discussed below, be executed independently of transactions of the Corporation and thus at prices or rates that may be more 
or less favourable than those obtained by the Corporation. 

The Corporation will rely upon the Manager to manage the business of the Corporation and to  provide managerial skill.  
The directors and officers of the Manager may have a  conflict of interest in al locating their t ime between the respective 
businesses and interests of the Manager and the Corporation, and other businesses or projects in which they may become 
involved. 

The d irectors and o fficers o f the Manager have agreed to devote as  much t ime to the Corporation as is  r equired for the 
effective management of the Corporation.  The Manager and its affiliates, their respective directors and officers may, at any 
time, engage in promoting or managing other entities and their investments. 

Restrictions on Ownership and Repurchase of Class A Non-Voting Shares 

No shareholder of the Corporation is permitted, together with related persons, at any time to hold directly or indirectly more 
than 25% of any class of the issued shares of the Corporation.  The terms and conditions of the Class A Non-Voting Shares 
and Class B Non-Voting Shares provide that the portion of such Class A Non-Voting Shares or Class B Non-Voting Shares, 
as the case may be, held by a  Shareholder, as applicable, together with related persons, that exceeds 24.9% of the issued 
shares of any class of Shares will be repurchased by the Corporation on the same terms as an annual redemption for the 
Class A  N on-Voting S hares o r Class B  N on-Voting S hares, as  ap plicable, co mpleted o n t he ap plicable d ate.  S uch 
repurchases of Shares could be significant and could engender similar risks to those that arise in the context of significant 
redemptions of Shares.  See “Risk Factors – Significant Redemptions of Shares”. 

Change in Legislation 

There can be no assurance that cer tain laws applicable to the Corporation, including Canadian federal and provincial tax 
laws, tax proposals, other governmental policies or regulations and governmental, administrative or judicial interpretation 
thereof, will not change in a manner that will adversely affect the Corporation or fundamentally alter the tax consequences 
to Shareholders of acquiring, holding or disposing of Class A Non-Voting Shares. 
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Reliance on Assumptions 

The Corporation’s I nvestment O bjectives a nd s trategy have been f ormulated b ased o n t he M anager’s a nalysis an d 
expectations regarding recent economic developments in Canada, and specifically Western Canada, the future recovery of 
Canadian real estate markets generally. Such analysis may be incorrect and such expectations may not be realized, in which 
case the Corporation may not generate sufficient funds to allow the Corporation to pay targeted distributions. 

Environmental Matters 

The Corporation may in the future take possession, through enforcement proceedings, of properties that secured defaulted 
Mortgage loans to recover its investment in such Mortgage loans.  P rior to taking possession of properties which secure a 
Mortgage investment, the Manager will assess the potential environmental liability associated with such investment and 
determine whether it is significant, having regard to the value of the property.  I f the Manager subsequently determines to 
take possession of the property, the Corporation could be subject to environmental liabilities in connection with such real 
property, which co uld ex ceed t he v alue o f t he p roperty.  A s p art o f t he d ue d iligence p erformed i n r espect o f t he 
Corporation’s proposed Mortgage investments, the Manager may obtain a Phase I Environmental Audit on the underlying 
real p roperty p rovided as  s ecurity for a M ortgage, when i t h as d etermined t hat a P hase I  E nvironmental Audit i s 
appropriate.  However, there can be no assurance that any such Phase I Environmental Audit will reveal any or all existing 
or p otential e nvironmental l iabilities necessary to  e ffectively i nsulate t he Corporation from p otential liability for a  
materially ad verse e nvironmental co ndition at  a ny M ortgaged p roperty.  I f hazardous s ubstances ar e d iscovered o n a  
property of which the Corporation has taken possession, the Corporation may be required to remove such substances and 
clean up the property.  T he Corporation may also be liable to tenants and other users of neighbouring properties and may 
find it difficult or not possible to resell the property prior to or following such remediation. 

DISTRIBUTION POLICY 

The registered holders of Class A Non-Voting Shares, Class B Non-Voting Shares and Voting Shares will be entitled to 
receive d istributions as  a nd w hen d eclared f rom t ime t o time b y t he d irectors o f t he Corporation, a cting i n th eir s ole 
discretion, out of the assets of the Corporation properly available for the payment of dividends.  The Class A Non-Voting 
Shares rank in priority to the Class B Non-Voting Shares and Voting Shares in terms of distributions.  The Class A Non-
Voting S hareholders ar e en titled t o r eceive as  an d when d eclared b y t he d irectors o f t he Corporation preferential n on-
cumulative dividends at rate of up to, but not exceeding 8% per annum calculated on the Offering price of $10.00 per Class 
A Non-Voting Share payable in one or more installments.  The Class B Non-Voting Shareholders and Voting Shareholders 
shall not be entitled to receive dividends in any period unless and until the maximum amount of the above-noted dividends 
have been paid or declared and set apart for payment to the Class A Non-Voting Shareholders.  After payment of the above 
noted priority dividend on the Class A Non-Voting Shares and any priority dividends payable on the Class B Non-Voting 
Shares and Voting Shares, the holders of Class A Non-Voting Shares will participate equally with holders of Class B Non-
Voting Shares and Voting Shares in any subsequent dividend distributions. For a  detailed summary of the entitlement to  
distributions for each class of shares of the Corporation, see “Attributes of the Share Capital”. 

The Corporation intends to make quarterly cash distributions by way of dividends to holders of Class A Non-Voting Shares 
of record o n the last business day of each quarter.  However, there is no assurance that the Corporation will be able to 
declare any dividends in any period or at all.  Declared distributions, if any, may be paid by the end of the month following 
the q uarter i n which t hey ar e d eclared.  Notwithstanding t he a bove, t he Corporation has th e r ight to  d etermine the 
applicable record date that is other than the last business day of each quarter as it deems advisable. 

The M anager will use i ts b est e fforts t o a chieve t he yields s et forth a bove, ho wever, no  a ssurance i s given t hat the 
Corporation will a chieve t hem.  If t he Corporation’s a nnual r eturn i s l ess t han t he a mount ne cessary t o f und t he 
distributions, th e Corporation may not pa y t he full di stribution a mount noted ab ove o r at  al l.  S ee “R isk Factors” and 
“Attributes of the Share Capital”. 

PURCHASE OF SUBSCRIPTION RECEIPTS 

The Corporation proposes to issue Subscription Receipts a t a  pr ice of  $10.00 per Subscription Receipt with a Minimum 
Offering a mount of  $12,000,000 (1,200,000 Subscription R eceipts) an d a Maximum Offering a mount of  $4 0,000,000 
(4,000,000 Subscription Receipts).  P rospective purchasers may subscribe for such Subscription Receipts through one of  
the Agents or any member of a sub-agency group that the Agents may form. 

Subscriptions will be received subject to  r ejection o r a llotment i n whole o r i n part and the r ight is r eserved to  c lose the 
subscription books at any time without notice.  One or more global certificates representing the Subscription Receipts will 
be i ssued to C DS o r its  nominee a nd will b e d eposited with CDS o n the d ate o f the c losing o f t he O ffering, which is  
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expected to occur on or about December 12, 2013, or such later date as the Corporation and the Agents may agree, but in 
any event not later than December 30, 2013.  Alternatively, at the option of the Corporation, the Subscription Receipts will 
be issued using CDS’ book-entry only procedures.  I n either such case, a purchaser of Subscription Receipts will receive 
only a cu stomer confirmation from a registered dealer t hat i s a P articipant and f rom o r t hrough which the Subscription 
Receipts are purchased and CDS will record the Participant who holds Subscription Receipts on behalf of owners who have 
purchased them in accordance with the book-based system. Should the Minimum Offering not be attained by December 30, 
2013, the subscriptions received by the Agents will be returned to the Subscribers without any interest or deduction.  See 
also “Plan of Distribution”. 

CONSOLIDATED CAPITALIZATION 

The Corporation currently has a n unlimited number of  common s hares, o f which 100 common s hares are i ssued and 
outstanding as at the date hereof.  Prior to closing of the Offering, the Corporation intends to amend its articles to create and 
authorize the issuance of an unlimited number of Class A Non-Voting Shares and Class B Non-Voting Shares and 1,000 
Voting Shares.  The 100 issued and outstanding common shares of the Corporation will be converted into Voting Shares on 
a one for one basis.  The capitalization of the Corporation as at October 25, 2013 and at such date as adjusted to give effect 
to the issue and sale of the Class A Non-Voting Shares issuable on exchange of the Subscription Receipts offered hereby 
and the issue of the Class B Non-Voting Shares issuable in connection with the Initial Portfolio Acquisition is set forth in 
the table below. 

 

Share Capital 

 

Authorized 

 

Outstanding as of 
October 25, 2013 

Outstanding as of October 25, 
2013 after giving effect to the 
Minimum Offering and the 
Initial Portfolio Acquisition 

(unaudited) (1) (2) (3) (5) 

Outstanding as of October 25, 
2013 after giving effect to the 
Maximum Offering and the 
Initial Portfolio Acquisition 

(unaudited) (1) (2) (3) (5) 
Common Shares(4)  Unlimited 100 shares Nil Nil 
Class A No n-Voting 
Shares 

Unlimited Nil $12,000,000 
1,200,000 shares 

$40,000,000 
4,000,000 shares 

Class B  No n-Voting 
Shares 

Unlimited Nil $11,700,000 
1,170,000 shares 

$11,700,000 
1,170,000 shares 

Voting Shares(4) 1,000 Nil $1,000 
100 shares 

$1,000 
100 shares 

     
Notes: 

(1) The Corporation intends to permit BCMIC, BCI and their stakeholders to use the funds paid under the Initial Portfolio Acquisition to subscribe 
for Class B Non-Voting Shares at a price of $10.00 per Class B Non-Voting Share following closing of the Offering.  Assuming all such funds 
were invested, the Corporation would issue 1,170,000 Class B Non-Voting Shares following closing of the Minimum Offering and 1,170,000 
Class B Non-Voting Shares in the case of the Maximum Offering. 

(2) Excludes additional Subscription Receipts, if an y, i ssued upon exercise o f t he Over-Allotment Option.  T he Corporation has granted to t he 
Agents the Over-Allotment Option to purchase up to an additional 600,000 Subscription Receipts or Class A Non-Voting Shares, if the Over-
Allotment Option is exercised after completion of the Initial Portfolio Acquisition, representing 15% of the offering of Subscription Receipts 
(or Class A Non-Voting Shares, as applicable), at the discretion of the Agents on the same terms and conditions as the Offering, exercisable in 
whole or in  p art f rom ti me to  tim e, not l ater th an 30 d ays f ollowing th e c losing o f th e Offering, to  c over o ver-allotments, i f an y an d f or 
consequential market stabilization purposes. 

(3) As additional consideration, the Corporation will grant to the Agents at closing of the Offering Agents’ Compensation Options equal to 6% of 
the aggregate number of Subscription Receipts (or Class A N on-Voting Shares, as  applicable) sold pursuant to the Offering.  Each Agents’ 
Compensation Option entitles the Agents to purchase one Broker Share at the Offering price at any time prior to the date that is 36 months from 
the c losing date of the Offering.  T his prospectus qualifies the d istribution of the Agents’ Compensation Options and Broker Shares to the 
Agents. 

(4) Prior to closing of the Offering, the common shares of the Corporation will be converted into Voting Shares on a one for one basis. 

(5)  Prior to the Closing Date, the Corporation intends to have in place a revolving credit facility in the amount of no less than $2.5 million on such 
terms considered to be acceptable to the Corporation.   

SELECTED FINANCIAL INFORMATION 

The f ollowing s elected f inancial d ata for t he Corporation is d erived f rom ( and is  q ualified i n its  e ntirety b y) th e 
Corporation’s financial statements appearing elsewhere in this prospectus, all of which were prepared in accordance with 
IFRS (current Canadian generally accepted accounting principles).  The information should be read in conjunction with 
those financial statements, and the notes thereto, and “Management’s Discussion and Analysis”, also appearing elsewhere 
in this prospectus.  Historical financial statements and related Management’s Discussion and Analysis for BCMIC and BCI, 
the vendors of the Initial Mortgage Portfolio are attached as Schedules “A” and “B”, respectively to this prospectus. 
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 As at 
 April 4, 2013 
 (audited) 

 
Total assets, end of period         $ 1,000 
Shareholders’ equity, end of period         $ 1,000 

 
FINANCIAL FORECAST 

The financial forecast attached as Schedule “D” was prepared by management of the Corporation, using assumptions with 
an effective date of June 28, 2013, and was approved by the Board of Directors on July 17, 2013.  Pursuant to applicable 
securities policies, the Corporation is required to update the forecast during the forecast period by identifying any material 
changes from the forecast resulting from events that have occurred since it was issued and by comparing such forecast with 
annual audited actual results and interim unaudited actual results for the periods covered. The results o f this comparison 
will accompany the annual or interim financial statements of the Corporation for the relevant periods.  

The forecast h as b een p repared i n acco rdance with t he measurement, p resentation an d d isclosure o f financial forecasts 
established in Part 4A and 4B of NI 51-102. The forecast has been prepared after giving effect to the Offering and the other 
transactions co ntemplated i n this pr ospectus t o be  c ompleted be fore, concurrently or f ollowing t he Closing a nd us ing 
assumptions t hat r eflect management’s i ntended c ourse of  a ction for t he C orporation f or t he pe riods c overed, g iven 
management’s judgment as to the most probable set of economic conditions. The forecast assumes the Closing occurred on 
September 30, 2013. The forecast assumes that no acquisitions or dispositions are completed during the period, other than 
the acquisition of t he Initial Portfolio A cquisition and th at th e capital structure at C losing is maintained th roughout the 
forecast period. The assumptions used in the preparation of the forecast, although considered reasonable by management at 
the time of preparation, may not materialize as forecast and unanticipated events and circumstances may occur subsequent 
to the date of the forecast. Accordingly, there is a significant risk that the actual results achieved for the forecast period will 
vary f rom t he f orecast r esults an d t hat s uch v ariations may b e m aterial. T here is  n o r epresentation th at a ctual r esults 
achieved during the forecast period will be the same in whole or in part as those forecast. Important factors that could cause 
actual results to vary materially from the forecast include those disclosed under ‘‘Risk Factors’’. See ‘‘Forward-Looking 
Statements’’ and Schedule “D”.  The financial forecast should be read in conjunction with the audited opening statement of 
financial position of the Corporation contained in this prospectus. 

MANAGEMENT’S DISCUSSION AND ANALYSIS OF  
THE FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

Management’s discussion and analysis, a review of the financial condition and results of operations of: (i) the Corporation 
as at and for the period from incorporation on March 28, 2013 to April 4, 2013; (ii) BCMIC as at and for the years ended 
December 31,  2012 a nd 2011 and for the three month period ended June 30, 2013; and ( iii) BCI as a t and for the years 
ended January 31, 2013 and 2012 and for the three month period ended July 31, 2013, are attached to this prospectus as 
Schedule “B”.  T he management’s discussion and analysis should be read in conjunction with the financial statements of 
the Corporation, BCMIC and BCI, as applicable, and the respective notes thereto attached to this prospectus as Schedule 
“A”. 

CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 

In the opinion of Osler, Hoskin & Harcourt LLP, counsel to the Corporation, and MacPherson Leslie & Tyerman LLP, 
counsel to the Agents, the following summary describes  the principal Canadian federal income tax considerations generally 
applicable to a purchaser who acquires as beneficial owner Subscription Receipts pursuant to this Offering and who, at all 
relevant times, for purposes of the Tax Act, (1) is, or is deemed to be, resident in Canada, (2) deals at arm’s length with the 
Corporation; (3) is not affiliated with the Corporation; and (4) holds the Subscription Receipts and the Class A Non-Voting 
Shares is sued p ursuant to  th e S ubscription Receipts ( the “Securities”) as  cap ital property (a “Holder” ). Generally, the 
Securities will be capital property to a Holder provided the Holder does not acquire or hold the Securities in the course of 
carrying on a business or as part of an adventure or concern in the nature of trade.  Certain Holders may be entitled to make 
or may have already made the irrevocable election permitted by subsection 39(4) of the Tax Act the effect of which may be 
to deem to be capital property any Class A Non-Voting Shares (and all other “Canadian securities”, as defined in the Tax 
Act) owned by such Holder in the taxation year in which the election is made and in all subsequent taxation years.  Holders 
whose Class A Non-Voting Shares might not otherwise be considered to be capital property should consult their own tax 
advisors concerning this election.  Any such election will not apply to deem Subscription Receipts to be capital property. 
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This summary i s not applicable to ( i) a p urchaser that i s a “specified f inancial institution”, ( ii) a  purchaser an in terest in 
which is a “tax shelter investment”, (iii) a purchaser that is, for purposes of certain rules (referred to as the mark-to-market 
rules) a pplicable to  s ecurities h eld b y financial i nstitutions, a  “financial in stitution”, (iv) a  p urchaser t hat re ports i ts 
“Canadian tax results” in a currency other than Canadian currency, or (v) a purchaser that enters into, with respect to their 
Subscription Receipts or Class A Non-Voting Shares, a “derivative forward agreement”, each as defined in the Tax Act or, 
in case of “derivative forward agreement”, as defined  in the draft legislation released by the Minister of Finance (Canada) 
on September 13, 2013. Such purchasers should consult their own tax advisors. 

This summary is based on the current provisions of the Tax Act, the facts contained in this Prospectus, a cer tificate of an 
officer o f the Corporation as to cer tain factual matters and counsel’s understanding of the current administrative policies 
and assessing practices of the Canada Revenue Agency published in writing prior to the date hereof.  This summary takes 
into account al l specific proposals to amend the Tax Act publicly announced by or on behalf of the Minister o f F inance 
(Canada) p rior t o t he d ate hereof ( the “Proposed Amendments”) a nd a ssumes th at a ll P roposed A mendments will be 
enacted in the form proposed.  H owever, no as surances can be given that t he P roposed Amendments will be enacted as  
proposed, or at all.  This summary does not otherwise take into account or anticipate any changes in law or administrative 
policy o r as sessing p ractice whether b y legislative, ad ministrative o r j udicial ac tion nor d oes i t t ake i nto acco unt t ax 
legislation or considerations of any province, territory or foreign jurisdiction, which may differ from those discussed herein. 

This s ummary i s b ased up on t he f urther a ssumption t hat t he Corporation qualifies as  a M IC at  al l r elevant t imes. T he 
Corporation has a dvised c ounsel t hat it in tends to  m eet a ll o f th e r equirements u nder t he T ax A ct t o q ualify a s a MI C 
throughout its current taxation year and for all of its future taxation years.  Counsel expresses no opinion as to the status of 
the Corporation as a MIC. If the Corporation were to cease to qualify as a MIC at any time, the income tax considerations 
would be materially different from those described below. 

This summary is of a general nature only and is not, and is not intended to be, legal or tax advice to any particular 
shareholder.  This summary is not exhaustive of all Canadian federal income tax considerations.  Accordingly, 
prospective purchasers of Subscription Receipts should consult their own tax advisors having regard to their own 
particular circumstances. 

Status of the Corporation  

Classification under Tax Act 

As noted above, this summary assumes that the Corporation will qualify as a MIC at all relevant times.  A MIC is deemed 
to be a public corporation under the Tax Act. However, the Tax Act effectively treats a corporation that qualifies as a MIC 
as o perating a s a  f low-through e ntity to  t he e xtent i t distributes i ts i ncome a nd c apital g ains to  it s s hareholders. 
Accordingly, with r espect to  s uch d istributions, a  s hareholder o f a  M IC is  g enerally put in  a  s imilar p osition from a n 
income tax perspective as if the investments made by the MIC had been made directly by the shareholder.  

MIC Requirements 

The following requirements must have been met throughout a taxation year in order for the Corporation to qualify as a MIC 
for that taxation year: 

(1) Canadian Corporation. The Corporation must have been a Canadian corporation for the purposes of the Tax Act, 
which generally means a corporation incorporated and resident in Canada; 

(2) Undertaking. The Corporation's only undertaking must have been the investing of funds of the corporation and it 
did not manage or develop any real or immovable property. 

(3) Prohibited Foreign Investment. None of the property of the Corporation may have consisted of debts owing to the 
Corporation secured by real or immovable property situated outside Canada, debts owing to the Corporation by 
non-resident persons unless such debts were secured on real or immovable property situated in Canada, shares of 
the capital stock of corporations not resident in Canada, or real or immovable property situated outside of Canada 
or any leasehold interest in such property; 

(4) Shareholder Requirements. The Corporation must have had at least 20 shareholders, ex cept that in the 
Corporation’s first taxation year, this requirement will be met if the Corporation had at least 20 shareholders on the 
last d ay o f t hat ta xation year. I n a ddition, n o s hareholder ( together with Related P ersons, see b elow) o f t he 
Corporation at any time in the year may have owned, directly or indirectly, more than 25% of the shares of any 
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class of the Corporation. Special rules apply for the purposes of counting shareholders that are registered pension 
plans or deferred profit sharing plans; 

(5) Preferred Shareholders. Holders of preferred shares of the Corporation must have had the right, after payment to 
them o f t heir pr eferred di vidends a nd pa yment of  di vidends i n a  l ike a mount p er s hare t o t he h olders o f t he 
common shares of the Corporation, to participate pari passu (equally) with the holders of the common shares in 
any further payment of dividends; 

(6) 50% Asset Test. T he c ost a mount f or t ax pu rposes t o t he Corporation of i ts pr operty i n t he f orm o f, or  a s a  
combination o f, money, d ebts s ecured o n cer tain s pecified r esidential p roperties, an d funds o n d eposit with a  
Canada D eposit I nsurance Corporation or R égie d e l’assurance-dépôts du Q uébec i nsured i nstitution or  c redit 
union (such debts and deposits referred to as “Required Property”), must have constituted a t least 50% of the 
cost amount to the Corporation of all of its property; 

(7) 25% Asset Test. The cost amount for tax purposes to the Corporation of its property in the form of interests in real 
or immovable property (including leaseholds but excepting r eal or immovable property acquired by foreclosure 
after default b y the mortgagor) may not ha ve e xceeded 25% o f t he cost a mount to t he Corporation of a ll o f it s 
property; and 

(8) Debt to Equity Ratio. Where at any time in the year the cost amount to the Corporation of its money and Required 
Property represented less than two-thirds of the aggregate cost amount to the Corporation of all of its property, the 
Corporation’s liabilities may not exceed 75% of the cost amount to the Corporation of all its property. Where, 
however, throughout the year the cost amount to the Corporation of its money and Required Property represented 
two-thirds o r m ore o f t he ag gregate co st a mount t o t he Corporation of a ll o f its  p roperty, t he Corporation’s 
liabilities may not exceed 83.33% of the cost amount to the Corporation of all its property. 

With respect to the requirement noted above that no shareholder (together with Related Persons) may own more than 25% 
of the shares of any class of the Corporation, for these purposes “Related Persons” include a corporation and the person or 
persons that control the corporation, a parent corporation and its subsidiary corporation(s) and corporations that are part of 
the same corporate group, and an individual and that individual's spouse, common-law partner or child under 18 years of 
age. The rules in the Tax Act defining “related persons” are complex and holders should consult with their own tax advisors 
in this regard. 

For the purposes of the 50% asset test noted above, the requirement is that the Corporation's investments must comprise the 
specified minimum amount of debts that are secured by mortgages, hypothecs or in any other manner, on “houses” or on 
property included within a “housing project”, as those terms are defined in the National Housing Act (Canada). Generally, a 
“house” includes all or part of a building or moveable structure that is intended for human habitation containing not more 
than two family housing shares, and “housing project” includes all or part of a building or movable structure intended for 
human habitation, a ny pr operty i ntended to be  c onverted or de veloped t o pr ovide h ousing a ccommodation, or  pr operty 
associated with housing accommodation such as parking, public and recreational facilities. 

Taxation of the Corporation 

The Corporation will be considered to be a public corporation either on the basis that it qualifies as a MIC or on the basis 
that the Class A Non-Voting Shares are listed on the TSX or the TSX-V. As a public corporation, the Corporation is subject 
to tax at the full general corporate income tax rates on its taxable income. However, as long as the Corporation is a MIC, 
special rules in the Tax Act apply to the Corporation which ge nerally e nable i t to deduct i n computing its i ncome for a  
taxation year t he a mount o f its i ncome f or t hat ta xation year t hat i s d istributed to  i ts s hareholders. S pecifically, th e 
Corporation will be entitled to deduct, in computing its income for a taxation year, the total of: 

(i) all t axable di vidends, ot her t han c apital gains di vidends, pa id by t he Corporation to its  
shareholders during the year (to the extent not deductible in computing the Corporation's income 
for the previous year) or within 90 days after the end of the year; and 

(ii) one-half o f al l cap ital g ains dividends p aid b y t he Corporation to i ts s hareholders d uring t he 
period commencing 91 days after the commencement of the year and ending 90 days after the 
end of the year. 

The Corporation must elect to have a dividend qualify as a capital gains dividend. The Corporation may elect that dividends 
paid during a 12-month period commencing 91 da ys after the commencement of a taxation year and ending 90 da ys after 
the end of the year be capital gains dividends to the extent of the Corporation's capital gains for the year less any applicable 
capital l osses. T he el ection m ust b e made i n r espect o f t he f ull a mount o f a d ividend an d can  o nly b e made i f t he 
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Corporation qualifies a s a  M IC t hroughout t he t axation year i n r espect of  which the di vidend is pa id. T he pa yment of 
capital gains dividends will allow the Corporation to flow capital gains it realizes through to its shareholders. 

The Corporation has advised counsel that the Corporation intends to  make distributions to  the extent necessary so that it 
will generally have no taxes payable under Part I of the Tax Act and to elect to have dividends be capital gains dividends to 
the maximum extent allowable. 

Taxation of Subscription Receipts  

Exchange for Class A Non-Voting Shares  

No gain or loss will be realized by a Holder upon an exchange of a Subscription Receipt for a Class A Non-Voting Share. 
The Holder’s cost of a Class A Non-Voting Share acquired upon the exchange of a Subscription Receipt will be equal to 
the Holder’s adjusted cost base of such Subscription Receipt immediately prior to the issuance of the Class A Non-Voting 
Share. A Subscription Receipt acquired by a Holder under the Offering generally will have an adjusted cost base equal to 
the amount paid under the Offering to acquire such Subscription Receipt, together with any reasonable acquisition costs.  

The co st o f an y Class A N on-Voting S hare acquired p ursuant t o t he Subscription R eceipts must b e av eraged with the 
adjusted cost base of any other Class A Non-Voting Shares held by the Holder to determine the adjusted cost base of each 
Class A Non-Voting Share held. 

Disposition of Subscription Receipts  

A disposition or deemed disposition by a Holder of a Subscription Receipt, other than on the exchange thereof for a Class A 
Non-Voting Share, but including on the repayment of the issue price thereof by the Corporation in the event the closing of 
the Initial Portfolio Acquisition does not take place by the Termination Date, will generally result in the Holder realizing a 
capital g ain ( or cap ital l oss) eq ual t o t he am ount b y which t he p roceeds o f d isposition ar e g reater ( or l ess) t han t he 
aggregate of the Holder’s adjusted cost base of such Subscription Receipt and any reasonable costs of disposition. The tax 
treatment of any such capital gain (or capital loss) is the same as described below under “Taxation of Class A Non-Voting 
Shares - Disposition of Class A Non-Voting Shares”. 

In the event that a Holder becomes entitled to the repayment of the issue price of the Subscription Receipt as a consequence 
of the Initial Portfolio Acquisition not closing on or prior to Termination Date, any amount that is paid to the Holder by the 
Corporation as or on account of interest on the Escrowed Funds will be included in the Holder’s income and excluded from 
the Holder’s proceeds of disposition.  

Interest on Escrowed Funds 

A Holder that is a corporation, partnership, unit trust or any trust of which a corporation or a partnership is a beneficiary 
will be required to  include in  computing i ncome for a t axation year any interest accrued to the Holder on the Escrowed 
Funds to the end of the Holder's taxation year, or that is receivable or received by the Holder before the end of that taxation 
year, except to the extent that such interest was included in computing the Holder's income for a p receding taxation year. 
Any other Holder that is entitled to receive its share of interest earned on the Escrowed Funds will be required to include in 
income for a t axation year such interest as is received or receivable by the Holder in that taxation year, depending on the 
method regularly followed by the Holder in computing income. 

Taxation of Class A Non-Voting Shares 

Taxation of Distributions 

The Corporation may pay a capital gains dividend on Class A Non-Voting Shares. The receipt by a Holder of such a capital 
gains dividend will be treated as a capital gain of the Holder from a disposition in the year of capital property for the year in 
which t he d ividend i s r eceived. S ee b elow under t he s ubheading “Disposition o f Class A N on-Voting S hares” for a  
description of the tax treatment of capital gains. 

The Corporation may also pay ordinary dividends (i.e., dividends other than capital gains dividends) on the Class A Non-
Voting Shares. Ordinary dividends received by a Holder on Class A Non-Voting Shares will be deemed by the Tax Act to 
have b een r eceived b y t he H older as  i nterest p ayable o n a b ond i ssued b y t he Corporation. H olders will t herefore b e 
required to  in clude in  th eir i ncome a s i nterest a ll a mounts received as , o r on acco unt o f, an y o rdinary d ividends. The 
provisions of the Tax Act providing for interest accrual, the gross-up and dividend tax credit in respect of taxable dividends 
received by individuals from taxable Canadian corporations, and for the deduction generally available to corporations for 
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inter-corporate dividends received, will not apply in respect of ordinary dividends. Similarly, the provisions of Part IV of 
the Tax Act will not be applicable to the receipt of ordinary dividends by Holder that is a corporation. 

Disposition of Class A Non-Voting Shares 

Generally, subject to the discussion below under the heading “Redemption”,  on a disposition or deemed disposition of a 
Class A Non-Voting Share, a H older will realize a cap ital gain (or capital loss) equal to the amount, if any, by which the 
proceeds of disposition, net of any reasonable costs of disposition, exceed (or are less than) the adjusted cost base to the 
Holder of the Class A Non-Voting Share immediately before the disposition or deemed disposition.  

The adjusted cost base to the Holder of a Class A Non-Voting Share acquired pursuant to this Offering will be determined 
by a veraging the c ost o f such Class A  N on-Voting S hare with t he adjusted co st b ase of al l o ther Class A Non-Voting 
Shares owned by the Holder as capital property at that time, if any.   

Generally, a Holder is required to include in computing its income for a taxation year one-half of the amount of any capital 
gain (a “taxable capital gain”) realized in the year. Subject to and in accordance with the p rovisions o f t he Tax Act, a  
Holder is required to deduct one-half of the amount of any capital loss (an “allowable capital loss”) realized in a taxation 
year from taxable capital gains realized by the Holder in the year and allowable capital losses in excess of taxable capital 
gains for the year may be carried back and deducted in any of the three preceding taxation years or carried forward and 
deducted in any subsequent taxation year against net  taxable capital gains realized in such years. 

Redemption of Class A Non-Voting Shares 

On a  r edemption or  a cquisition of  Class A N on-Voting S hares b y t he Corporation, a H older will b e d eemed t o have 
received, and the Corporation will be deemed to have paid, a dividend in an amount equal to the amount by which the 
redemption price exceeds the paid-up capital of the Class A Non-Voting Shares. This deemed dividend will be treated in 
the same manner as other dividends received by the shareholder from the Corporation, and will depend on whether the 
Corporation elects that the entire dividend be a capital gains dividend. The balance of the redemption price will constitute 
the proceeds of disposition of the Class A Non-Voting Shares for purposes of the capital gains rules described above under 
the heading “Disposition of Class A Non-Voting Shares”. 

Additional Refundable Tax 

A Holder that i s t hroughout the t axation year a  “Canadian-controlled p rivate corporation”, as  defined in the Tax Act, i s 
liable for tax, a portion of which may be refundable, on investment income, including capital gains dividends and ordinary 
dividends received in respect of the Class A Non-Voting Shares and taxable capital gains realized on the disposition of the 
Class A Non-Voting Shares. 

Eligibility for Investment 

On the date of issue, the Class A Non-Voting Shares will be qualified investments under the Tax Act for trusts governed by 
RRSPs, RRIFs, RESPs, DPSPs, RDSPs and TFSAs (collectively, the “Plans”), provided that either: (i) the Class A Non-
Voting Shares are listed at that time on a d esignated stock exchange (which includes the TSX and the TSX-V) or (ii) the 
Corporation qualifies as a MIC throughout the taxation year that includes that date and further provided that at any time in 
the calendar year that includes that date, the Corporation does not hold any indebtedness, whether by way of mortgage or 
otherwise, of a person who i s an annuitant, a beneficiary, an employer, o r a subscriber under the P lan, o r o f any other 
person who does not deal at arm’s length with that person.  

On the date of issue, the Subscription Receipts will be qualified investments for a Plan, provided that: (i) the Class A Non-
Voting Shares are qualified investments for the Plan; and (ii) the Corporation and any person who does not deal at arm’s 
length ( within th e meaning of th e T ax Act) with t he Corporation is not a n a nnuitant, a  b eneficiary, a n e mployer, a  
subscriber under, or a holder of the Plan. 

Notwithstanding that t he Securities may be q ualified investments f or a  t rust governed by a RRSP, RRIF o r TFSA, the 
annuitant o f an RRSP or RRIF or the holder of a  TFSA will be subject to  a  penalty tax on the Securities (and other tax 
consequences may result) if the Securities are a “prohibited investment” for the RRSP, RRIF or TFSA, as the case may be. 
The S ecurities will n ot b e a  “prohibited i nvestment” under t he T ax A ct f or s uch R RSP, R RIF or  TFSA pr ovided t he 
annuitant of the RRSP or RRIF or the holder of the TFSA, as the case may be, (i) deals at arm’s length with the Corporation 
and ( ii) d oes n ot h ave a “significant i nterest” (within t he meaning o f t he T ax A ct) i n ( A) t he Corporation or ( B) a  
corporation, partnership or trust that does not deal at arm’s length with the Corporation. Proposed amendments to the Tax 
Act released on December 21,  2012 w ould delete the condition in ( ii)(B) above.  I n addition, pursuant to such proposed 



 

48 
 

amendments t he Class A Non-Voting S hares will generally not be a “prohibited investment” if the Class A Non-Voting 
Shares are “excluded property” (as defined in the proposed amendments).  Annuitants under a RRSP or RRIF or holders of 
a TFSA should consult their own tax advisors as to whether the Securities will be a “prohibited investment” for such RRSP, 
RRIF or TFSA in their particular circumstances. 

ORGANIZATION AND MANAGEMENT DETAILS OF THE CORPORATION 

Directors and Management 

The articles of incorporation of the Corporation provide that the Corporation will have a minimum of three and maximum 
of eleven directors.  The articles of the Corporation also provide that the directors may appoint from time to time one or 
more directors within the limits provided in the ABCA.  The Corporation currently has six directors, a majority of whom 
are i ndependent ( within t he meaning o f ap plicable s ecurities l aws).  T he d irectors o f t he Corporation have a b road 
background of investment and real estate experience.  See “Organization and Management Details of the Corporation – 
Directors and Management – Biographies”. 

The following table sets forth the name, municipality of residence, position as it r elates to the Corporation, and principal 
occupation of each of the directors and executive officers of the Corporation and the Manager.  

Name and  
Municipality of Principal 
Residence Office Held 

Date appointed as Director 
or Officer(3) Principal Occupation 

Sandy L. Loutitt(4) 
Calgary, Alberta 

Director, President and CEO of 
the Corporation 
Director and CEO of the 
Manager 

March 28, 2013 
 
January 27, 2011 

President, CEO and director of 
(a) BCMIC since December 
2005; (b) the Manager since 
January 2011; (c) Red Rock 
Energy Inc. (TSX-V) (“Red 
Rock”) since April 2005; and (d) 
director of BCI since January 22, 
2003. 

John Strangway 
Abbotsford, British Columbia 

Director and CFO of the 
Corporation  
Director, Chief Compliance 
Officer and CFO of the Manager 

March 28, 2013 
 
January 27, 2011 

CFO of BCMIC and the Manager 
since January 2011; prior thereto 
Chartered Accountant (self-
employed) from 1995 to January 
2011. 

Brent J. Walter(2) 
Calgary, Alberta 

Director of the Corporation March 28, 2013 Lawyer, ProVenture Law LLP 
since 2004.  

David E.T. Pinkman(1)(2) 
Calgary, Alberta 

Director of the Corporation March 28, 2013 CEO, CFO and director of SFR 
Energy Ltd. (“SFR”), a TSX-V 
capital pool company, since 
January 2013. CFO and director 
of Saccharum Energy Inc. 
(“Saccharum”) (TSX-V) since 
May 2007; prior thereto CFO and 
director of PanWestern Energy 
Inc. (now Valeura Energy Corp.) 
from November 2001 to April 
2010 (TSX-V). 

John A.  Drummond(1)(2) 
Calgary, Alberta 

Director of the Corporation March 28, 2013 President of Drummond 
Financial Services Ltd. since 
January 2006. 

Michael Matishak(1)(2) 

Calgary, Alberta 
Director of the Corporation March 28, 2013 CFO of each of Red Rock since 

March 2007 and Caltor 
Corporation since April 2007. 

Notes: 
(1) Member of the Audit Committee. Mr. Michael Matishak is the Chair. 
(2) Independent director of the board of directors of the Corporation.  
(3) Each person elected as a director of the Corporation or the Manager, as applicable, will hold office until the close of the next annual meeting of 

the shareholders or until his successor is duly elected or appointed or his office is earlier vacated in accordance with the ABCA and the articles 
and by-laws of the Corporation or Manager as applicable. 

(4) Chair of the Board of Directors. 
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As at the date hereof, the directors and executive officers of the Corporation as a group beneficially owned, or controlled or 
directed, d irectly o r in directly, an a ggregate o f 1 00 c ommon shares of t he Corporation (representing 100%  of  t he 
outstanding common shares) and 120 class D voting shares of the Manager (representing 100% of the outstanding voting 
securities of the Manager).  See also “Organization and Management Details of the Corporation – Conflicts of Interest”. 

Biographies 

The following are biographies of the directors and executive officers of the Corporation and the Manager, as applicable: 

Sandy L. Loutitt – Mr. Sandy Loutitt is the founder of the Builder’s C apital o rganization a nd t he p resident a nd chief 
executive o fficer o f B CMIC, t he Corporation and t he M anager.  M r. Loutitt s erves o n bot h t he boa rd of  di rectors of 
BCMIC, the Corporation and the Manager and the credit committee of BCMIC.  He is a licensed mortgage broker and has 
been act ively i nvolved i n co nstruction financing f or o ver 1 0 y ears.  Mr . Loutitt is  a n a ctive member o f t he A lberta 
Mortgage Brokers Association. Currently, he is also the president, chief executive officer and director of Red Rock since 
April 2005 (TSX-V).  He received a Bachelor of Arts degree in Economics from the University of British Columbia in 
1996.  His p revious experience includes ownership a nd o peration of  a  de sign/build c onstruction company for 15 years.  
Mr. Loutitt is 45 years old. 

John Strangway – Mr. John S trangway is t he c hief financial o fficer for th e B uilder’s C apital o rganization, i ncluding 
BCMIC an d t he Ma nager a nd i s r esponsible f or o verseeing r eporting an d co mpliance i ssues.  H e h as an  ex tensive 
background in public practice and also serves as the chief compliance officer for the Manager.  He is a member of the board 
of directors of BCMIC, the Corporation and the Manager and serves on the credit committee of BCMIC.  M r. Strangway 
received his Bachelor o f Commerce degree from the University o f British Columbia in 1990 and obtained his Chartered 
Accountant d esignation from the I nstitute o f C hartered A ccountants o f B ritish Columbia in  1993.  Mr. Strangway is 45 
years old. 

Brent J. Walter –  Mr. Brent W alter i s a p artner with t he f irm P roVenture Law LLP i n C algary, Alberta, an d p ractices 
primarily in the areas of securities and corporate/commercial law.  Mr. Walter currently serves as a director and officer of a 
number of public and private corporations, including Infrastructure Materials Corp. (TSX-V, OTCBB), Canadian Platinum 
Corp. ( TSX-V), P acific Iro n Ore C orporation (T SX-V) a nd R ed R ock ( TSX-V), an d s erves as  a member o f t he a udit 
committee of Infrastructure Materials Corp. and Canadian Platinum Corp., respectively.  Mr. Walter received a J.D. degree 
from the University of Saskatchewan in 1990.  Mr. Brent Walter is a member of the Law Societies of Alberta (active) and 
Saskatchewan (inactive).  Mr. Walter is 47 years old. 

David E. T. Pinkman – Mr. Pinkman has been the chief financial officer and  director of Saccharum, a junior oil and gas 
exploration company (TSX-V) since its  inception in May 2007.  He was appointed CEO, CFO and a director of SFR in 
January 2013.  In April 2013, SFR became a reporting issuer upon its completion of its initial public offering on the TSX-V 
as a cap ital pool company. He has been a d irector of Red Rock (TSX-V) since April 2005 and a director of Worthington 
Energy Corp., a California based company, since March 2013.  Previously, he was the chief financial officer and a director 
of PanWestern Energy Inc. (now Valeura Energy Corp.), a junior oil and gas company from November 2001 to April 2010 
(TSX-V).  He was also President and a director of Explorator Resources Inc., a capital pool company from September 2005 
to January 2007.  Prior to that, he was Vice President and a director of Powermax Energy Inc., an oil and gas issuer (TSX-
V), from November 2001 until September 2005.  He has also served on the board of directors of Renewable Energy Inc., 
(TSX-V) and Renewable Power & Light Plc., an AIM-listed independent power production company.  From 1991 to 2000, 
Mr. Pinkman was also a partner practicing primarily in the fields of corporate and securities law with the firm of Pinkman, 
McArdle Barristers and Solicitors.  He received a Bachelor of Arts degree from the University of Calgary in 1980, an LL.B. 
degree from the University of  British Columbia in 1984,  and became a  member of  the Law Society of  Alberta in 1985.   
Mr. Pinkman is 56 years old. 

John A. Drummond –Mr. John D rummond is t he P resident o f D rummond F inancial S ervices Ltd., a p rivate co mpany 
engaged in mortgage lending for selected market areas.  Mr . Drummond received an LL.B. degree from the University of 
Windsor in 1976 and became a member of the Law Society of Alberta in 1977.  From 2003 to 2005, Mr. Drummond was 
appointed counsel at Gowling Lafleur Henderson LLP.  In private practice for 28 years, Mr. Drummond was Chair of the 
Foreclosure Subsection of the Canadian Bar Association in Calgary and specialized in litigation relating to interests in land.  
Mr. Drummond is 60 years old. 

Michael I. Matishak – Mr. Mi chael Matishak is a Chartered A ccountant and provides f inancial a dvisory services t o 
companies operating in the energy sector.  Mr. Matishak has been the Chief Financial Officer of each of Red Rock (TSX-
V) since March 2007 a nd Caltor Corporation since April 2007.  Mr . Matishak began his career with Arthur Andersen in 
1983, where he became a senior auditor and tax accountant.  Mr. Matishak also obtained extensive international accounting 
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experience during his 13 year tenure with International Advisory Services Ltd. (IAS) in Bermuda.  Mr. Matishak received a 
Bachelor of Commerce degree from the University of Alberta in 1983 and obtained his Chartered Accountant designation 
from the Institute of Chartered Accountants of Alberta in 1986.  Mr. Matishak is 52 years old. 

Cease Trade Orders and Bankruptcies 

No director, officer or controlling shareholder of the Corporation has or is, within the past ten years, been a director or chief 
executive officer or chief financial officer of any other issuer that, while that person was acting in that capacity: 

(a) was the s ubject o f a cea se t rade o r s imilar o rder o r an  order t hat d enied t he i ssuer access t o a ny s tatutory 
exemptions under Canadian securities legislation for a period of more than 30 consecutive days; 

(b) was subject to an event that resulted, af ter the d irector o r executive o fficer ceased to be a d irector or executive 
officer, in the issuer being the subject of a cease trade or similar order or an order that denied the relevant issuer 
access to any exception under Canadian securities legislation, for a period of more than 30 consecutive days; or 

(c) became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, or was subject to or 
instituted an y p roceedings, ar rangement o r co mpromise with cr editors, o r h ad a r eceiver, r eceiver m anager or 
trustee appointed to hold its assets,  

except t hat: (a) Mr. David P inkman, was a d irector o f S accharum since S eptember 2007, w hich c orporation was ceas e 
traded by the TSX-V on April 1,  2010 for failure to  complete its  qualifying transaction.  The qualifying t ransaction was 
subsequently co mpleted and the ceas e t rade o rder was lifted on J uly 2,  201 0; (b) Mr. Pinkman, was t he ch ief f inancial 
officer a nd director o f International S asha C orp. from November 2004 t o April 2010 , w hich c orporation’s s hares were 
halted and suspended by the TSX-V for failure to c omplete its qualifying transaction within the prescribed time period.  
The qualifying transaction was subsequently completed and the halt was lif ted and the resulting corporation subsequently 
resumed trading under the name PanWestern Energy Inc. (now known as Valeura Energy Corp.); (c) Mr. Brent Walter, was 
a director of Sunshine Capital Corporation (“Sunshine”) from March 2004 until December 2005.  S unshine was a junior 
capital pool corporation.  P rior to Mr. Walter having any involvement with Sunshine, that corporation was de-listed from 
the TSX-V on or about December 31, 2003 for failure to complete a major transaction within the prescribed time periods.  
Cease t rade o rders were s ubsequently i ssued a gainst Sunshine b y th e s ecurities c ommissions o f Alberta a nd B ritish 
Columbia for f ailure to file financial s tatements.  M r. Walter r esigned as  a d irector of Sunshine in D ecember 2005; (d) 
Mr. Walter was a d irector of Mystique Energy, Inc., a co rporation which f iled a petition under the Companies’ Creditors 
Arrangement Act (Canada) on April 23, 2007, seeking an arrangement with certain of its creditors.  Mr. Walter resigned as 
a di rector on or  about May 21,  2009.   The CCAA process was completed by way o f an Order of  the Court of  Queen’s 
Bench of Alberta, Judicial District of Calgary ( the “Court”), on October 29, 2009; (e) Mr. Walter was a d irector of Fair 
Sky R esources I nc. until s hortly b efore a r eceivership o rder was granted b y t he Court o n D ecember 7 , 2 007; a nd (f) 
Mr. Walter w as a d irector o f M askal E nergy Ltd. ( “Maskal”) u ntil D ecember 2 009, w hich co rporation h as b een ce ase 
traded by the securities commissions of Alberta and British Columbia since on or about June 4, 2008 for failure to file 
interim financial disclosure. 

Committees of the Corporation  

Audit Committee 

On o r p rior to the completion o f t he Offering, t he Board will es tablish an audit co mmittee co mprised o f three d irectors, 
each of whom will be independent (within the meaning of applicable securities laws).  The Corporation currently has three 
independent directors.  The audit committee will assist the directors of the Corporation in fulfilling their responsibilities of 
oversight and supervision of the accounting and financial reporting practices and procedures of the Corporation and the 
quality and integrity o f financial s tatements of the Corporation.  I n addition, the audit committee will be responsible for 
compliance with legal and regulatory matters directing the auditors’ examination of specific areas and for the selection of 
potential independent auditors to be appointed by the Manager.  See “Audit Committee”. 

Manager and Portfolio Advisor of the Corporation 

Builders Capital Management Corp., being the manager to and portfolio advisor of the Corporation, was incorporated under 
the ABCA on January 27, 2011.  Mr. Sandy Loutitt will b e p rincipally r esponsible f or making in vestment d ecisions on 
behalf of the Corporation in his capacity as investment advisor with the Manager.  T he head office, registered office and 
principal business address of the Manager is located at Suite 405, 1210 - 8th Street SW, Calgary, Alberta.  The Manager is 
principally o wned, di rectly or i ndirectly, b y S andy Loutitt a nd J ohn S trangway, e ach of  whom are di rectors of  t he 
Corporation and the Manager. 
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The M anager has a value oriented i nvestment p hilosophy, a nd specializes i n o riginating an d managing r esidential 
construction mortgages on behalf of BCMIC and qualified investors.  As of  April 9, 2013, the Manager had approximately 
$44.5 m illion in a ssets under m anagement.  T he M anager ha s t aken t he i nitiative in f ounding a nd o rganizing the 
Corporation and, accordingly, may be considered to be a “promoter” of the Corporation within the meaning of the securities 
legislation of certain provinces of Canada. 

Role of the Manager and Details of the Management Services Agreement 

The following is a summary of the Management Services Agreement and is qualified in its entirety by reference to the 
Management Services Agreement. 

Pursuant to the terms of a  Management Services Agreement, the Manager will be appointed as the portfolio adviser and 
manager of the affairs of the Corporation and as such, is responsible for making investment decisions of the Corporation in 
accordance with its investment o bjective, s trategies an d restrictions a nd for a rranging for th e e xecution o f a ll P ortfolio 
transactions. See “Investment Objective” and “Investment Strategies”.  In such capacity, the Manager is responsible for the 
day-to-day activities of the Corporation (including in connection with the Mortgages) and, as applicable, any subsidiary 
entity of the Corporation from time to time.  The services to be provided by the Manager under the terms of the agreement 
include, without li mitation: (i) managing t he businesses, o perations an d af fairs of t he Corporation, including its  
investments, (ii) seeking out and evaluating investment opportunities for the Corporation, (iii) appointing, supervising and 
removing service providers for the Corporation as the Manager sees fit, (iv) attending meetings of the board of directors of 
the Corporation, (v) carrying out all capital markets responsibilities, such as securities offerings, (vi) preparing or causing 
to be prepared the requisite continuous disclosure documents of the Corporation, (vii) determining the NAV and the NAV 
per Share, (viii) actively and regularly evaluating the Portfolio in the context of the investment objective of the Corporation 
and for compliance with the Asset Allocation Model and the Corporation’s investment restrictions and monitoring regularly 
on a n ong oing ba sis t he Corporation’s co mpliance with ap plicable l aws an d r egulatory r equirements, an d with the 
requirements u nder t he Tax A ct to q ualify as  a “m ortgage i nvestment co rporation” t hereunder, (ix) maintaining pr oper 
books, accounts and records of the Corporation and its Portfolio, (x) providing employees having the requisite experience 
and skill to perform the obligations o f t he Manager under the Management Services Agreement, and (xi) doing a ll s uch 
other acts or things as may be necessary or ancillary to the performance of the Manager’s obligations and entering into 
agreements or documents on behalf of the Corporation to seek to achieve the investment objective of the Corporation or as 
the Corporation may from time to time reasonably request.  In carrying out its obligations under the Management Services 
Agreement, the Manager will be required to exercise i ts powers and d ischarge i ts duties d iligently, honestly and in good 
faith and in the best interests of the Corporation, including without limitation exercising the standard of care, diligence and 
skill that a reasonably prudent person would exercise in similar circumstances. The Manager undertakes not to, or omit to, 
do or take any actions, proceeding or thing that would cause or result in the Corporation ceasing to qualify as a MIC.  

The Management Services Agreement will also provide for the Manager to deliver to the Corporation, without limitation, 
the a dditional f ollowing services: (i) to s eek o ut a nd e valuate o pportunities for in vestments b y t he Corporation in 
Mortgages and refer to the Corporation any Mortgage investment opportunity it directly or indirectly sources that may meet 
the investment r estrictions a nd th e Asset A llocation Model with t he goal o f ac hieving the investment objective o f th e 
Corporation. The Corporation acknowledges that the Manager will allocate such opportunities among the Corporation and 
its o ther cl ients i n acco rdance with t he M anager’s i nvestment al location p olicy; ( ii)  the o ngoing e valuation a nd, a s 
required, adjustment of the Asset Allocation Model; and (iii) as required to perform its obligations, engage the services of 
third parties registered under the Real Estate Act (Alberta) and other similar legislation in jurisdictions of Canada where the 
Corporation carries on business.  

The Manager will continue as manager unt il the termination of the Corporation unless ( i) the Manager resigns by written 
notice to  the Corporation upon not less than 120 da ys notice to the Corporation, ( ii) the Manager i s removed b y written 
notice g iven b y t he Corporation following t he o ccurrence o f cer tain specified e vents of d efault ( as d escribed b elow), 
(iii) the Manager is removed by written notice given by the Corporation only if the Manager is in material breach or default 
of the agreement and, if capable of being cured, any such breach or default has not been cured within 30 days of notice of 
such breach or default to the Manager; and (iv) termination by mutual agreement of the Corporation and the Manager.  The 
following comprise an event of default under the Management Services Agreement: (i) the bankruptcy or insolvency of the 
Manager, o r i f t he M anager either vo luntarily o r und er a n o rder o f a  c ourt o f c ompetent j urisdiction makes a g eneral 
assignment for the benefit of its creditors or otherwise acknowledges its insolvency; (ii) the Manager’s wilful misconduct, 
bad faith, negligence or breach of its standard of care owed under the Management Services Agreement, which in the case 
of negligence which is capable of being cured, is not cured within 30 days following written notice to the Manager from the 
Corporation specifying in reasonable detail the nature of such negligence; or (iii) the Manager no longer holds the licenses, 
registrations or other authorizations necessary to carry out its obligations under the Management Services Agreement and is 
unable to obtain them within a reasonable period after their loss.   
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The M anagement S ervices Agreement co ntains i ndemnification p rovisions whereby t he Corporation indemnifies th e 
Manager against any loss, expense, damage or injury suffered in the scope of its authority under the agreement, provided 
the same does not result from willful misconduct, bad faith, negligence or breach of i ts s tandard of care owed under the 
agreement o r b reach o r d efault o f i ts o bligations u nder t he a greement.  I n a ddition, under t he M anagement Services 
Agreement, the Manager indemnifies the Corporation against any loss, expense, damage or injury suffered as a result of the 
Manager’s willful misconduct, bad faith, negligence or breach of its standard of care owed under the agreement or breach 
or default of its obligations under the agreement. 

For its services, the Manager will be paid the Management Fee described under “Fees and Expenses – Management Fees 
and Operating Expenses”.  P ursuant to the terms of the Management Services Agreement, the Manager will bear all costs 
and expenses incurred by the Manager in connection with (a) salaries, wages and other employee expenses; (b) expenses 
and fees p ayable t o a ny i nvestment ad visor(s) f or s ervices r endered t o t he Corporation; (c) o ther e xpenses customarily 
considered to be overhead expenses; and (d) all costs and fees associated with obtaining, maintaining and complying with 
licensing requirements of the Real Estate Act (Alberta) and other similar legislation in jurisdictions of Canada where the 
Corporation carries on business. 

The management services to be provided by the Manager under the Management Services Agreement are to be provided on 
a non-exclusive basis to the Corporation, and accordingly, there are no restrictions on the Manager from providing similar 
management s ervices t o o ther entities, i ncluding investment funds o r from e ngaging i n o ther a ctivities i n t he future 
(whether o r n ot t heir i nvestment o bjectives, s trategies a nd p olicies ar e similar t o t hose o f t he Corporation).  The 
Corporation agrees that the Manager will al locate opportunities for Mortgage investment among the Corporation and the 
Manager’s other clients and managed accounts in accordance with the Manager’s investment allocation policy.  See “Risk 
Factors – Fair Allocation”. 

Messrs. S andy L outitt an d J ohn S trangway, each  d irectors an d o fficers o f t he Corporation and t he M anager will act  as  
portfolio advisors pursuant to the terms of the Management Services Agreement. 

The M anager will car ry o ut an y r egulated act ivities t hrough d uly l icensed t hird p arties i n acco rdance with ap plicable 
legislation and will perform such activities directly as it is licensed to perform under the Real Estate Act (Alberta). 

The M anager has sole d iscretion in  d etermining which M ortgages a nd i nvestments it will make a vailable to  the 
Corporation, but i s obligated under t he t erms o f t he Management Services Agreement t o present to the Corporation any 
loan it d irectly or indirectly sources that may meet the investment restrictions of the Corporation and the Asset Allocation 
Model with the goal of achieving the investment objective of the Corporation. 

Mortgage Servicing 

The Manager will actively oversee the servicing of all Mortgages in the Portfolio in order to monitor the status of all loans 
and r espond t o an y p otential i ssues t hat may ar ise.  T he M anager will p rovide d ay-to-day a dministration o f in dividual 
Mortgages in the Portfolio either directly or in instances where the Corporation is a p articipant in a s yndicated Mortgage, 
other direct participants in the investment may act as the servicing agent for such investment.  The Manager will ensure that 
the servicing agents appointed to administer an individual Mortgage are licensed in accordance with the requirements of the 
Real Estate Act (Alberta) o r o ther a pplicable le gislation in j urisdictions o f Canada where th e Corporation carries o n 
business.  The Manager’s duties are the day-to-day administration of individual Mortgages including, among others things, 
responsibilities such as the collection of monthly payments, management of property tax and other escrow accounts, regular 
remittance to the Corporation of interest (and other income) collected, monitoring the status of loans, and regular reporting 
to the Corporation, as required. 

There may be circumstances in which servicing agents or other appropriate entities are registered on tit le.  In such cases, 
these entities will hold the Mortgages in trust as custodian for the Corporation pursuant to a bare trust arrangement.  T he 
Manager will monitor the placement and servicing of all Mortgages. 

Directors and Officers of the Manager 

Under applicable Canadian securities legislation, the directors and executive officers of the Manager that are not designated 
as directors or executive officers of the Corporation in this prospectus may be considered to be insiders of the Corporation 
for the purposes of applicable Canadian securities legislation.  Messrs. Sandy Loutitt and John Strangway, each directors of 
the Corporation and providing services identical or similar to an executive officer to the Corporation, are also directors 
and/or o fficers o f the Manager.  A ccordingly, such individuals will be  required to comply with the disclosure and other 
requirements of applicable Canadian securities legislation imposed on insiders of a r eporting i ssuer.  T hese requirements 
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include, but are not limited to , the requirement to file insider reports regarding any purchase, sale or other acquisition or 
disposition of securities of the Corporation.   

Conflicts of Interest 

The M anager an d i ts af filiates ar e en gaged i n a wide r ange o f i nvestment management, i nvestment ad visory an d o ther 
business act ivities.  T he s ervices p rovided b y t he M anager u nder t he Ma nagement Services Agreement will n ot b e 
exclusive and nothing in such agreement will prevent the Manager, or any of i ts a ffiliates from establishing or providing 
similar services to other entities, including investment funds and other persons (whether or not their investment objectives, 
strategies a nd p olicies a re s imilar to  th ose of th e Corporation) or  f rom e ngaging i n ot her or  c ompeting a ctivities.  T he 
Manager’s investment d ecisions for t he Corporation will b e made i ndependently o f t hose made f or o ther p ersons an d 
independently of its own investments.  On occasion, however, the Manager may decide on the same investment for the 
Corporation and for one or more of its other clients.  If the Corporation and one or more of the other clients of the Manager 
or its affiliates are engaged in the purchase or sale of the same investment, the transaction will be effected on an equitable 
basis. 

When the Manager presents an investment opportunity to the Corporation, it will provide details of any interest, direct or 
indirect, or proposed interest that the Manager or any of its affiliates has in such investment. 

As a result of the relationships between the Corporation, the Manager and certain of their respective directors and officers, 
there are potential co nflicts of i nterest that co uld arise in connection with t he Manager act ing in those capacities.  The 
securities laws of the Province of Alberta require securities dealers and advisers, when they trade in or advise with respect 
to their o wn securities o r securities o f certain o ther i ssuers ( including Mortgages) to  which they, o r certain o ther parties 
related to them, are related or connected, to do so only in accordance with particular disclosure and other rules.  These rules 
require dealers and advisers, prior to trading with or advising their customers or clients, to inform them of the relevant 
relationships and connections with the issuer of the securities. 

Promoter 

The Manager has taken the initiative in organizing the Corporation and, accordingly, may be considered to be a “promoter” 
of t he Corporation within t he meaning o f t he s ecurities l egislation o f c ertain p rovinces o f Canada.  T he M anager will 
receive fees from the Corporation and may be entitled to reimbursement of expenses incurred in relation to the Corporation 
as described under “Fees and Expenses”. 

Auditors 

The a uditors of  the Corporation are MNP LLP.  T he a uditors o f t he Corporation are i ndependent o f t he Corporation 
pursuant to the rules of professional conduct applicable to auditors in the Province of Alberta.  The address of MNP LLP is 
Suite 1500, 640 – 5th Avenue S.W., Calgary, Alberta  T2P 3G4.  The auditors were appointed on March 28, 2013. 

Transfer Agent and Registrar 

Pursuant to a t ransfer agency and registrar agreement to be entered into at  or before the closing o f the Offering, Valiant 
Trust Company will be appointed the registrar and transfer agent for the Class A Non-Voting Shares and the Class B Non-
Voting Shares at its principal offices located in Calgary, Alberta and Toronto, Ontario. 

Valuation Policies and Procedures of the Corporation 

The NAV is the value of the consolidated assets of the Corporation less (a) the consolidated liabilities of the Corporation 
and (b) the stated capital of the Voting Shares of the Corporation (being $1,000). 

In calculating the NAV: 

(a) the value of any cash, receivables and prepaid expenses, will be carried at face value unless the Manager, 
or its delegate, deems otherwise; 

(b) mortgage loans will be stated at fair value.  Interest income is recorded on the accrual basis provided that 
there is  n o M ortgage Loan I mpairment.  A s th e M ortgages c omprising th e P ortfolio d o n ot tr ade in  
actively quoted markets, the Man ager w ill estimate fair value based upon: market interest r ates, credit 
spreads f or s imilar l oans a nd t he specific c reditworthiness a nd s tatus o f a n e xisting borrower.  T he 
Manager will consider, but not be limited in considering, the following as part of the creditworthiness and 
status of a borrower: payment history, value of underlying property securing the loan or mortgage, overall 
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economic conditions, status of construction or property development (if applicable) and other conditions 
specific to the underlying property or building; 

(c) the value of short-term investments (treasury bills, money market instruments, or similar) will be the cost 
of such instrument plus accrued interest up to and including the Valuation Date; 

(d) the value of any other property will be the value determined by the Manager, or its delegate, which most 
accurately reflects its fair value; and 

(e) all expenses or liabilities will be recorded on an accrual basis. 

The Canadian Institute of Chartered Accountants released Accounting Guideline 18, Investment Companies, which requires 
that i nvestments h eld b y t he C orporation b e measured a nd r eported i n t he financial s tatements at  t heir f air values.  
Investments in Mortgages ar e recorded at  fair market value and any differences between the fair value and the carrying 
value of individual investments in Mortgages will be recorded as investment gains or losses, as appropriate, in the statement 
of operations in the period the difference arises.  The actual value of the Mortgage will be determined at its maturity.  The 
accounting policy requires the disclosure of unrealized gains and losses.  Significant unrealized losses may be indicative of 
a h igher r isk o f loss i n the Portfolio.  T he Manager will d etermine the need for ad justments to the recorded amounts o f 
investments in Mortgages based on changes in circumstances relating to the mortgagor and to market conditions.  

If an investment cannot be valued under the above guidelines, or if the Manager determines that the above guidelines are at 
any t ime i nappropriate u nder t he ci rcumstances, t hen notwithstanding s uch guidelines, t he M anager will make s uch 
valuation as i t considers fair and reasonable and, i f there i s an appropriate industry practice, in a manner consistent with 
such industry practice for valuing such investment. 

The directors of the Corporation, together with the Manager, will review and, i f required from time to time, consider the 
appropriateness of the valuation guidelines adopted by the Corporation.  A s such, at the discretion of the directors of the 
Corporation, the v aluation guidelines may b e modified, acting r easonably, in good faith and in the b est interests of the 
Shareholders.  Any material such modification of the valuation guidelines will be disclosed by press release or other timely 
disclosure document issued by the Corporation. 

Net Asset Value per Share 

The net asset value per Share (in each case, the “NAV per Share”) will be the quotient obtained by dividing the NAV of 
the Corporation by the total number of Class A and Class B Non-Voting Shares issued and outstanding (immediately before 
any share redemptions and subscriptions) at the close of business on the relevant valuation date. 

EXECUTIVE COMPENSATION 

Compensation Discussion and Analysis 

None of the Corporation’s executive officers including the President and Chief Executive Officer, and the Chief Financial 
Officer, received any compensation from the Corporation at anytime. 

The Corporation’s senior management team consists of individuals employed by the Manager.  Pursuant to the 
Management Services Agreement, the Manager directs the affairs and manages the Corporation’s business and administers 
or ar ranges for t he ad ministration o f the C orporation’s day-to-day ope rations.  The Corporation h as no e mployment 
agreements with members o f s enior management a nd the C orporation does not pa y a ny c ash c ompensation t o any 
individuals serving as the Corporation’s officers, directly or indirectly.  Rather, those individuals are compensated by the 
Manager.  In consideration for the services provided to the Corporation by the Manager, it is paid a Management Fee equal 
to 1% per annum of the book value of share capital of the Corporation, calculated daily, aggregated and paid monthly in 
arrears, p lus applicable taxes and the Manager will be entitled to charge, collect and retain Lender Fees from borrowers.  
Lender F ees ar e c harged a s co mpensation for s ervices r endered b y t he M anager i n the o rigination, undertaking and 
oversight of Mortgages. Generally, the Lender Fees charged to the borrower will equal 3.5% of the approved loan amount.  
However, there is no assurance that the Lender Fees will be equal to or be greater than 3.5%.  In circumstances where 
Lender Fees are payable, the Corporation will be entitled to receive an amount equal to 28.6% of the Lender Fee with the 
remaining portion, being 71.4%, retained by the Manager. 

Although certain individuals hold the titles as the Corporation’s officers, these officers are employees of the Manager and 
the board of directors of the Manager has sole responsibility for determining their compensation.  
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As a  r esult of the C orporation’s arrangements with the M anager, the C orporation does not employ a ny individuals and 
accordingly, does not require a compensation committee. Instead, the Board, as a whole is, responsible for compensation 
matters, to the extent applicable. 

Compensation of Named Executive Officers of the Corporation 

Securities le gislation r equires th e d isclosure o f the co mpensation r eceived by each  Named E xecutive O fficer o f t he 
Corporation for each of the C orporation’s three m ost r ecently co mpleted f inancial years. “Named E xecutive O fficer” is 
defined by securities legislation to mean: (i) the chief executive officer; (ii) the chief financial officer; (iii) each of the three 
most highly compensated executive officers of the Corporation, including any of its subsidiaries, or the three most highly 
compensated individuals acting in a similar capacity, other than the chief executive officer and chief financial officer, at the 
end of the most recently completed financial year whose total compensation was, individually more than $150,000 for that 
financial year; and (iv) each individual who would be a “Named Executive Officer” under paragraph (iii) but for the fact 
that the individual was neither an executive officer of the Corporation or its subsidiaries, nor acting in similar capacity, at 
the end of the most recently completed financial year. 

In the period from incorporation on March 28, 2013 to the date hereof, the Corporation had two Named Executive Officers, 
Sandy Loutitt, the President and Chief Executive Officer and director and John Strangway, the Chief Financial Officer and 
director.  Since the Corporation is a newly incorporated entity and has not completed a financial year, no compensation was 
paid by the Corporation or the Manager to the Named Executive Officers.  

Principal Elements of Compensation 

The compensation of the Named Executive Officers will be paid by the Manager, a p rivate company from the Manager’s 
revenues. As a p rivate co mpany, t he M anager's p rocess f or d etermining ex ecutive co mpensation i s r elatively 
straightforward, involving input from senior management of the company. There is no specific formula for determining the 
amount of each element of compensation, nor is there a formal approach applied by the Manager for determining how one 
element o f c ompensation fits in to th e o verall c ompensation o bjectives in  r espect o f t he a ctivities o f the Corporation. 
Objectives and performance measures may vary from year to year as determined to be appropriate by the Manager. 

The Board h as not specifically co nsidered t he i mplications of the r isks associated with the C orporation’s compensation 
policies and practices given that the role of the Board in this regard is limited. Nevertheless, the Board has determined that, 
generally, p rocesses a nd co ntrols ar e i n p lace t o mitigate any r isks a nd, o verall, s uch r isks ar e not s ignificant a nd n ot 
reasonably likely to have a material adverse effect on the Corporation. Although the Board has not adopted any policies in 
this regard, in the event that a Named Executive Officer or director of the Corporation purchases financial instruments that 
are designed to hedge or offset a decrease in market value of the Corporation’s equity securities granted as compensation or 
held, d irectly o r indirectly, b y the Named Executive Officer o r d irector, such purchases must be d isclosed in the insider 
reporting filings of a Named Executive Officer or director. 

Remuneration 

Remuneration paid by the Manager is intended to provide an appropriate level of compensation that will assist in employee 
retention and recruitment.  Remuneration is determined on an individual basis, taking into consideration the past, current 
and p otential c ontribution to  th e s uccess o f th e C orporation, th e p osition a nd r esponsibilities o f th e N amed E xecutive 
Officers and competitive industry pay practices for other mortgage investment corporations and corporations of comparable 
size. Remuneration will also be based on qualitative and quantitative performance standards and will reward performance 
of the Corporation as a whole or the Named Executive Officer individually.  The Manager does not engage compensation 
consultants or  a dvisors for t he pu rposes of  pe rforming benchmarking or  a pply specific c riteria for t he s election of  
comparable mortgage lending businesses. 

Long Term Incentive Plan, Stock Appreciation Rights and Stock Option Grants 

The Corporation does not have a long term incentive plan pursuant to which cash or non-cash compensation has been or 
will be paid or distributed to any Named Executive Officer. The Corporation does not have any stock appreciation rights or 
incentive plans. The Corporation has not issued any stock options to any Named Executive Officer.  

Pension Plan Benefits 

The Corporation does not have a pension plan or provide any benefits following or in connection with retirement.  
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Director Compensation 

The C orporation h as i nitially s et c ompensation f or directors at $1,000 a nnually t ogether with $500 f or e ach meeting 
attended in person, by telephone or teleconference.  This compensation program for directors will be reviewed by the Board 
subsequent to t he c losing o f t he O ffering. There h as b een no  o ther a rrangement p ursuant to which d irectors are 
compensated b y the Corporation in their capacity as  d irectors, except as  d isclosed herein and in the f inancial s tatements 
attached hereto. 

Long Term Incentive Plan, Stock Appreciation Rights and Stock Option Grants 

The Corporation does not have a long term incentive plan pursuant to which cash or non-cash compensation has been or 
will be paid or distributed to any director of the Corporation. The Corporation does not have any stock appreciation rights 
or incentive plans. The Corporation has not issued any stock options to any director of the Corporation.  

Termination and Change of Control Benefits 

The Corporation does not have any plan or arrangement with respect to compensation to its executive officers which would 
result f rom t he r esignation, retirement o r an y o ther t ermination o f e mployment o f t he N amed E xecutive O fficers’ 
responsibilities following a change in control. 

Insurance Coverage and Indemnification 

The C orporation will obtain insurance p olicies t hat co ver co rporate i ndemnification o f the C orporation’s directors an d 
officers and the Corporation’s individual directors and officers in certain circumstances. In addition, the Corporation’s by-
laws also provide for the indemnification of the Corporation’s directors and officers from and against liability and costs in 
respect o f an y act ion o r s uit ag ainst t hem i n co nnection with t he e xecution o f t heir d uties o r o ffice, ei ther f or the 
Corporation or any affiliated entity, subject to certain customary limitations. 

CORPORATE GOVERNANCE 

Board of Directors 

The Board is responsible for oversight of the Corporation’s business and affairs. The Board discharges its responsibilities 
directly and through the Audit Committee. The Audit Committee operates under a  mandate that will be reviewed, and if 
necessary, updated a nnually. In f ulfilling it s r esponsibilities, th e B oard d elegates d ay-to-day a uthority to t he Manager, 
while reserving the right to review decisions of the Manager and exercise final judgment on any matter. To date, the Board 
has not adopted a formal mandate, although the Corporation’s investment policies require that Mortgages must meet certain 
criteria, including the Asset Allocation Model. The Manager will r eview with the Board on a p eriodic basis its s trategic 
plan f or the C orporation and de liver t o t he B oard on going r eports on  t he status of  t he C orporation’s bus iness and 
operations. In addition, in accordance with applicable legal requirements, all matters of a material nature will be presented 
to the Board for approval. 

Corporate Strategy 

The Manager is responsible for directing the affairs of the Corporation’s long term strategy, and the role of the Board is to 
review, q uestion, v alidate a nd p ropose ch anges t o t hat s trategy, i n o rder t o ar rive a t an  ap proved s trategy t o b e 
implemented. The Board will review the Corporation’s long term strategy on an ongoing basis. 

Composition of the Board 

The Board is comprised of six directors. The Board is of the view that its current size permits a diversity of experience and 
knowledge and is the appropriate size to foster and promote effective participation, decision making and oversight. 

The Board is comprised of a majority of independent directors. It has not established fixed term limits for directors as it is 
of the view that such a policy would have the effect of forcing directors to resign from the Board who have developed, over 
a period of service, increased insight into the Corporation’s business and who, therefore, can be expected to provide an 
increasing contribution to the Board. 

Director Independence 

Of the six members of the Board, four are independent under NI 58-101, being Brent J. Walter, David E. T. Pinkman, John 
A. Drummond and Michael I . Matishak.  For the purposes of NI 58-101, a d irector is independent i f he has no direct or 
indirect material relationship with the Corporation. A “material relationship” is defined as a relationship which could, in the 
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view o f t he B oard, b e reasonably e xpected t o i nterfere with t he e xercise o f s uch member’s i ndependent j udgment, and 
certain relationships are deemed to be material. Consequently, a majority of the members of the Board are independent. 

The B oard h as d etermined t hat S andy L. L outitt, C hair o f t he B oard of D irectors, is no t i ndependent b y vi rtue o f his 
position as  P resident an d C hief E xecutive O fficer o f t he Corporation and director a nd C hief E xecutive O fficer o f t he 
Manager and his ownership of securities of the Manager. 

The Board has determined that John Strangway is not independent by virtue of his position as Chief Financial Officer of the 
Corporation and director, C hief Compliance Officer a nd Chief F inancial O fficer o f t he Man ager a nd h is o wnership o f 
securities of the Manager. 

The B oard h as es tablished p rocedures t o en able i t t o function i ndependently o f management an d t o facilitate o pen and 
candid d iscussion a mong the independent directors. The B oard i ntends t o h old i n c amera director m eetings w ithout 
management following every scheduled Board meeting as well as following special Board meetings as deemed necessary. 

Other Public Company Directorships 

Sandy Loutitt is a director of Red Rock, which is a reporting issuer in Canada. 

David E.T. Pinkman is a director of SFR, Saccharum and Red Rock, each of which is a reporting issuer in Canada. 

Brent J. Walter is a director of Infrastructure Materials Corp, which is a reporting issuer in Canada and the United States, as 
well as Canadian Platinum Corp, Pacific Iron Ore Corporation and Red Rock, each of which is a reporting issuer in Canada.  

Succession Planning 

Management s uccession will b e an  o ngoing ac tivity t o be r eviewed b y t he B oard, w ith i nput from t he M anager, a s 
appropriate. This planning process will include, on a continuous basis, the Chief Executive Officer’s recommendation of a 
possible successor in the event of an unexpected departure of the Chief Executive Officer. 

Roles of the Chair of the Board, Audit Committee Chair and the Chief Executive Officer 

While the Board has not adopted written position descriptions for the Chair of the Board, the Audit Committee chair or the 
Chief Executive Officer of the Corporation, the roles of each are understood. The responsibilities of the Chair of the Board, 
include the efficient organization and operation of the Board. The Chair of the Board is also responsible for ensuring that 
effective communication exists between the Board and management and that the Board effectively carries out its mandate. 
Similarly, the Audit Committee chair is responsible for the effective organization and operation of the Audit Committee. 
The Chair of the Board will chair meetings of the independent directors and assume other responsibilities which the non-
management directors may designate from time to time. 

The Corporation’s Chief Executive Officer reports formally to the Board, and, where appropriate, to the Audit Committee, 
as well as less formally through discussions with members of the Board and the Audit Committee, to advise the Board and 
the Audit Committee on a t imely basis of courses of act ion that are being considered and are being followed. The Chief 
Executive O fficer es tablishes t he s trategic an d o perational o rientation o f t he Corporation and, i n so doing, pr ovides 
leadership and vision for the effective overall management, profitability, increase in shareholder value and growth of the 
Corporation and f or co nformity with p olicies ag reed u pon b y t he B oard. The C hief E xecutive O fficer i s d irectly 
accountable to  th e B oard f or a ll a ctivities o f t he Corporation. T he c orporate o bjectives f or which t he C hief E xecutive 
Officer of the Corporation is responsible will be determined by strategic and financial plans initiated by the Chief Executive 
Officer, and developed with input from the Board. 

Director Attendance 

Board members are expected to attend all Board meetings and meetings of Board committees on which they serve. Six 
members of the Board were appointed as directors of the Corporation on March 28, 2013 and, since such date, the Board 
has approved of matters, including this Offering, by written resolution.  

Orientation and Continuing Education 

The Corporation will establish a practice with respect to the orientation and education of new directors. They will be given 
the o pportunity to meet with s enior management a nd o ther d irectors to  f amiliarize th emselves with the C orporation’s 
business a nd a ctivities a nd t heir r esponsibilities a s d irectors. D irectors will b e p rovided with the C orporation’s recent 
regulatory filings, such as the Corporation’s annual information form and proxy material, the reporting requirements of the 
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directors, information with respect to the Audit Committee and its written charter and certain policies and procedures of the 
Board. 

On a  c ontinuing b asis, management will p rovide p eriodic p resentations to  th e B oard to  e nsure t hat the C orporation’s 
directors are fully informed with respect to the Corporation’s business, and directors are free to contact the Chief Executive 
Officer and the Chief Financial Officer at any time to discuss any aspect of the Corporation’s business. 

Ethical Business Conduct 

The Corporation has not yet adopted a Code of Business Conduct.  The Corporation intends to adopt a Code of Business 
Conduct and Ethics subsequent to the closing of the Offering which will apply to the directors, officers and employees of 
the Corporation and the Manager (or any successor manager of the Corporation) in respect of its activities in connection 
with the Corporation, or any of their respective subsidiaries. The Code of Business Conduct and Ethics, once implemented, 
will be provided to all such directors, officers, employees and other persons. The Code of Business Conduct and Ethics will 
address such matters as compliance with laws, conflicts of interest, confidential information, protection and proper use of 
the Corporation’s a ssets, r ules a nd r egulations a nd t he r eporting o f i llegal a nd unethical be haviour. T he Corporation 
encourages those who become aware of a conflict or potential conflict or information relating to non-compliance with laws 
or improper activity to b ring it to the attention of either the Chief Executive Officer, t he Chief Financial Officer or the 
Chair of the Board. The Board requires every director and officer to disclose any direct or indirect conflict of interest that 
he has and, if applicable, not to vote on any resolution in connection with such matter unless permitted by the ABCA. 

Nomination of Directors 

The Board d oes n ot currently have a nominating co mmittee. The Manager and members o f the B oard may recommend 
suitable individuals for nomination as directors. To ensure objectivity in the nomination process, the independent directors 
will review and approve any director nominations proposed by the Manager. 

The Board and the Manager are responsible for determining the appropriate criteria for selecting and assessing potential 
directors an d s elects can didates f or n omination t o t he B oard acco rdingly. At s uch t ime as  it is  d etermined th at a  new 
director is desirable, the Board and the Manager will engage in various activities to ensure an effective process for selecting 
candidates for nomination, including developing criteria for the selection of a new director, developing and maintaining a 
director s kills matrix ( identifying the d esired co mpetencies, i ndependence, e xpertise, skills, b ackground a nd p ersonal 
qualities that are being sought in potential candidates), identifying and recommending individuals qualified and suitable to 
become directors, the Chair of the Board and/or the Chief Executive Officer will meet with potential new candidates prior 
to nomination to discuss the time commitments and performance expectations of the position and formal approval will be 
sought and obtained from the Board in respect of candidates for nomination. 

Compensation 

The B oard d oes n ot cu rrently have a co mpensation co mmittee. As a r esult o f the C orporation’s arrangements with the 
Manager, the Corporation does not employ any individuals (and has no employment contracts with any individuals), and 
thus the Board has determined that there is no requirement for a s eparate compensation committee. The compensation of 
the Manager is determined based on the provisions of the Management Services Agreement, which can only be amended 
with the approval of a majority of the Board. 

The Board, as a whole, is responsible for implementing a process for reviewing the adequacy and form of compensation of 
directors of the Corporation and ensuring that compensation realistically reflects the responsibilities and r isk involved in  
being a d irector o f t he Corporation. T he B oard requires th at r emuneration b e a t a  le vel th at will a ttract a nd motivate 
competent members. Compensation is also based on the compensation of directors of similarly situated issuers. In order to 
ensure an objective process for determining compensation, the Board, through the Manager, reviews compensation paid to 
directors of various mortgage investment corporations and publicly traded companies. 

Assessments 

The Board is responsible for implementing a process for assessing the effectiveness of the Board as a whole, the Audit 
Committee, a nd th e c ontribution o f i ndividual d irectors. I n c arrying o ut i ts r esponsibilities, t he B oard is  r equired to  
periodically review the mandate of the Audit Committee and will make an assessment of the effectiveness of the directors. 
The Board has determined that the number of directors of the Corporation is appropriate for the Board to function at this 
time a nd t hat t he B oard i s pr operly c onstituted to  r eflect the investment o f a ll S hareholders in  t he Corporation. O n a n 
ongoing basis, the Board will review the size and composition of the Board. 
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AUDIT COMMITTEE 

Audit Committee Mandate 

The Audit Committee is responsible for overseeing, among other matters, the work of the Corporation’s external auditors, 
the integrity of the Corporation’s financial statements and financial reporting process, the qualifications and independence 
of the external auditors of the Corporation and the Corporation’s compliance with legal and regulatory requirements. The 
Audit C ommittee r eviews a nd r ecommends t o t he B oard f or a pproval, the C orporation’s annual a nd i nterim financial 
statements a nd r elated management's d iscussion a nd an alysis, ear nings p ress r eleases, se lected d isclosure d ocuments, 
including information pertaining to the Audit Committee contained in the Corporation’s annual information form and any 
other f inancial s tatements r equired b y r egulatory a uthorities, b efore th ey a re r eleased to  th e p ublic or f iled w ith the 
appropriate regulators. The Audit Committee shall review and consider the adequacy of its mandate as it deems appropriate 
and recommend changes to the Board.  The performance of the Audit Committee shall be evaluated with reference to this 
mandate on an annual basis. 

In accordance with NI 52-110, the Audit Committee establishes and monitors procedures for the receipt and treatment of 
complaints r eceived b y t he Corporation r egarding acco unting, internal acco unting co ntrols o r a udit matters and t he 
anonymous s ubmission b y e mployees o f c oncerns r egarding q uestionable a ccounting, auditing o r f inancial matters and 
review periodically with management these procedures and any significant complaints received on such issues or on any 
other business practices.  

The Audit Committee Mandate is attached as Schedule “C”. 

Composition of the Audit Committee 

The Audit Committee is comprised of Michael Matishak (Chair), David E.T. Pinkman and John Drummond.  Each member 
of the Audit Committee is independent and is financially literate in that each has the ability to read and understand a set of 
financial statements that present a breadth and level of complexity of accounting issues that are generally comparable to the 
breadth and complexity of the issues that can reasonably be expected to be raised by the Corporation’s financial statements. 

See the b iographies o f Messrs. P inkman, Drummond and Mat ishak under “Organization and Management Details o f the 
Corporation” for a description of their education and experience that is relevant to the performance of their responsibilities 
as Audit Committee members.  

At no time since the establishment of the Corporation has the Audit Committee relied on the exemptions in Sections 2.4 or 
Part 8  of National I nstrument 52-110 – Audit Committees. A t no time since th e establishment o f t he C orporation has a  
recommendation of the Audit Committee to nominate or  compensate an external auditor not been adopted by the Board. 
The Audit Committee has not yet adopted specific policies and procedures for the engagement of non-audit services.  

Pre-Approval Policies and Procedures 

The Audit Committee will pre-approve all non-audit services to be provided to the Corporation by the external auditors of 
the Corporation. 

External Auditor Service Fees (By Category) 

Since the Corporation is a newly incorporated entity and has not completed a financial year, no fees have been billed to or 
by MNP LLP, the Corporation’s external auditors, in each of the last two fiscal years.  

ESCROWED SECURITIES 

As of the date of this prospectus, to the knowledge of the Corporation, the following securities of the Corporation will be 
held in escrow upon completion of the Offering: 

Designation of class Number of securities held in 
escrow 

Percentage of class (1) 

Voting Shares 100 100% 

Note: 
(1) The percentage that the escrowed securities will represent of the total issued and outstanding voting shares upon completion of the Offering 

(not including any, Over-Allotment Shares). 
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Under N ational P olicy 46-201 – Escrow for Initial Public Offerings (“NP 46-201”), securities h eld b y P rincipals ( as 
defined below) are required to be held in escrow in accordance with the national escrow regime applicable to initial public 
distributions. Equity Securities owned or controlled by Principals are subject to the escrow requirements.  

A “Principal” is defined as: 

(a) a person or company who acted as a promoter of the Corporation within two years before this prospectus; 

(b) a director or senior officer of the Corporation or any of its material operating subsidiaries at the time of 
this prospectus; 

(c) a person or company that holds securities carrying more than 20% of the voting rights attached to the 
Corporation’s outstanding securities immediately before and immediately after the Offering; 

(d) a person or company that holds securities carrying more than 10% of the voting rights attached to the 
Corporation’s o utstanding s ecurities i mmediately b efore and i mmediately af ter t he O ffering; a nd has 
elected or appointed, or has the right to elect or appoint, one or more directors or senior officers of the 
Corporation or any of its material operating subsidiaries.  

Pursuant to an escrow agreement to be dated on or prior to the closing of the Offering (the “Escrow Agreement”) among 
the Corporation, the Escrow Agent and the Principals of the Corporation, the Principals will agree to deposit in escrow their 
securities of the Corporation (the “Escrowed Securities”) with the Escrow Agent. As an “established issuer” under NP 46-
201, the Escrow Agreement provides that the Escrowed Securities will be released f rom escrow a s to  25% on lis ting its  
securities on the TSX or the TSX-V and then in equal t ranches a t s ix month intervals over the 18 months following the 
listing of the Class A Non-Voting Shares on the TSX or the TSX-V (that is 25% of each Principal’s holdings being released 
in tranche with an initial 25% tranche being released on the date the Class A Non-Voting Shares are listed on the TSX or 
the TSX-V). 

Pursuant to the terms of the Escrow Agreement, the securities held in escrow may not be transferred or otherwise dealt with 
during the term of the Escrow Agreement unless the transfers or dealings within escrow are: 

(i) transfers to  existing or, upon their appointment, incoming directors or senior officers of the Corporation or  of a  
material operating subsidiary, with approval of the Corporation’s Board of Directors; 

(ii) transfers t o a  pe rson or  c ompany t hat be fore t he pr oposed t ransfer h olds more t han 2 0% of  t he C orporation’s 
outstanding voting shares, or to a person or company that after the proposed transfer will hold more than 10% of 
the Corporation’s outstanding voting shares and has the right to elect or appoint one or more directors or senior 
officers of the Corporation or any material operating subsidiary; 

(iii) transfers to an RRSP, RRIF or similar registered plan or fund provided that the only beneficiaries are the transferor 
or the transferor’s spouse, children or parents; 

(iv) transfers upon b ankruptcy t o t he t rustee i n b ankruptcy or a nother pe rson or  company e ntitled to th e e scrow 
securities on bankruptcy; 

(v) pledges to a financial institution as collateral for a bona fide loan, provided that upon a r ealization the securities 
remain subject to escrow; and 

(vi) tenders o f e scrowed s ecurities i n a b usiness co mbination, p rovided th at, if  t he te nderer is  a  P rincipal o f t he 
successor Corporation upon completion of the business combination, securities received in exchange for tendered 
escrowed securities are substituted in escrow on the basis of the successor Corporation’s escrow classification. 

DESCRIPTION OF SUBSCRIPTION RECEIPTS 

General 

The following is a summary of the material attributes and characteristics of the Subscription Receipts. This summary does 
not pu rport t o be  complete and i s s ubject to, a nd qualified in  its e ntirety b y, r eference to  th e terms of th e S ubscription 
Receipt Agreement. 
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The Subscription Receipts will be issued a t the c losing o f the Offering pursuant to  the Subscription Receipt Agreement. 
The proceeds from the sale of the Subscription Receipts hereunder, being the Escrowed Funds, will be held by the Escrow 
Agent a nd i nvested i n short-term obl igations o f, or  gu aranteed b y, t he G overnment of  C anada ( and ot her a pproved 
investments) pending completion of the Acquisition. Provided that the closing of the Initial Portfolio Acquisition occurs by 
5:00 p.m. (Calgary time) on December 19, 2013, the Escrowed Funds and the interest earned thereon (after the payment of 
the Agents’ fees and expenses) will be released to the Corporation or such other party as directed by the Corporation and 
each holder of Subscription Receipts will receive, without payment of additional consideration or further action, one Class 
A Non-Voting S hare for each  Subscription Receipt held. The Corporation will utilize t he net Escrowed Funds (after the 
payment of the Agents’ fees and expenses) to pay the purchase price for the Initial Portfolio Acquisition in accordance with 
the I nitial P ortfolio A cquisition A greement.  Any E scrowed F unds which a re n ot u sed to  c omplete th e I nitial P ortfolio 
Acquisition w ill be u sed to fund M ortgages i nvested i n from t ime t o t ime in a  manner c onsistent with t he i nvestment 
objective an d i nvestment s trategies o f th e Corporation.  As th e mortgage in vestments w hich f orm the I nitial M ortgage  
Portfolio will primarily be construction draw mortgages, a portion of the net proceeds will be retained to fund continuing 
mortgage ad vances an d to ensure t hat sufficient working cap ital i s a vailable i n o rder t o m eet t he Corporation’s 
commitments a nd t he r equirements o f i ts b orrowers.  Forthwith upon t he c losing o f the I nitial P ortfolio Acquisition in  
accordance with the terms and conditions of the Subscription Receipt Agreement, the Corporation will execute and deliver 
to t he E scrow Agent a  no tice thereof, a nd will issue a nd deliver the Class A Non-Voting Shares t o the Escrow Agent. 
Contemporaneously with the delivery of such notice, the Corporation will issue a press release announcing that the Class A 
Non-Voting Shares have been issued. 

If: (i) the closing of the Initial Portfolio Acquisition does not occur by 5:00 p.m. (Calgary time) on December 19, 2013, or 
such other date not later than December 30, 2013 as agreed to by the Corporation and BCMIC and BCI, ( ii) the Initial 
Portfolio A cquisition is  te rminated in  accordance with t he t erms o f t he I nitial P ortfolio A cquisition Agreement at  any 
earlier time, (iii) a party to the Initial Portfolio Acquisition has disclosed to the public that it does not intend to proceed with 
the Initial Portfolio Acquisition, o r ( iv) the Corporation has advised t he Agents t hat i t d oes no t intend to o r i s unable to 
proceed with the Initial Portfolio Acquisition (in each case, the “Termination Time”) or the listing requirements of neither 
the TSX nor the T SX-V ar e satisfied, then holders of Subscription R eceipts s hall b e e ntitled t o r eceive an  a mount per 
Subscription Receipt equal to the Offering price and a pro rata share of interest earned thereon. The Escrowed Funds will 
be a pplied t oward pa yment of  s uch a mount. T he i ssuance o f a ch eque i n p ayment o f t he s ubscription p rice f or t he 
Subscription Receipts will require the s urrender o f t he certificate(s) representing the s ame at  the principal office o f the 
Escrow Agent i n Calgary, Alberta. If an y certificates representing S ubscription Receipts have not been surrendered one 
year after the Termination Time, the Escrow Agent will mail the cheques that the holders thereof are entitled to receive to 
their last addresses of record. 

Under the Subscription Receipt Agreement, original purchasers of Subscription Receipts under the Offering will have a 
contractual right of rescission following the issuance of Class A Non-Voting Shares to such purchaser upon the exchange of 
the Subscription Receipts to receive the amount paid for the Subscription Receipts if this prospectus and any amendment 
contains a misrepresentation or is not delivered to such purchaser, provided such remedy for rescission is exercised within 
180 days of closing of the Offering. 

Holders of Subscription Receipts are not Shareholders and do not have rights as Shareholders of the Corporation, 
including the right to vote at meetings of Shareholders or the right to receive the remaining property of the 
Corporation upon dissolution. Holders of Subscription Receipts are entitled only to receive Class A Non-Voting 
Shares on the completion of the Initial Portfolio Acquisition or to a return of the subscription price for the 
Subscription Receipts together with any payments of interest, as described above. 

The S ubscription R eceipts may be i ssued i n “book-entry on ly” form a nd in t hese ci rcumstances, must be  pu rchased o r 
transferred through a Participant (as defined below). 

Book-Entry Only System 

Except in limited circumstances, the Subscription Receipts will be issued in “book-entry only” form and must be purchased 
or transferred through a participant in the depository service of CDS (a “Participant”). On the closing of the Offering, one 
or more global certificates representing the Subscription Receipts will be issued in registered form to CDS or its nominee, 
CDS & Co., and will be deposited with CDS on the date of the closing of the Offering, which is expected to occur on or 
about December 12, 2013, or such later date as the Corporation and the Agents may agree, but in any event not later than 
December 30, 2013.  Alternatively, at the option of the Corporation, the Subscription Receipts will be issued using CDS’ 
book-entry o nly p rocedures.  I n ei ther s uch ca se, a p urchaser o f Subscription R eceipts will r eceive o nly a c ustomer 
confirmation from a r egistered d ealer t hat i s a P articipant an d f rom o r t hrough which t he S ubscription R eceipts ar e 
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purchased and CDS will record the Participant who holds Subscription Receipts on behalf of owners who have purchased 
them in accordance with the book-based system. 

Unless t he book -entry o nly s ystem i s t erminated as  d escribed b elow, a p urchaser acq uiring a b eneficial i nterest i n the 
Subscription Receipts issued in “book-entry only” form (a “Beneficial Owner”) will not be entitled to receive a certificate 
for Subscription Receipts, or , unless requested, for the Class A Non-Voting Shares issuable pursuant to  the Subscription 
Receipts. P urchasers o f S ubscription R eceipts will not b e s hown o n the r ecords maintained b y CDS, e xcept t hrough a  
Participant. 

Beneficial i nterests i n Subscription R eceipts will b e r epresented solely t hrough the b ook-entry o nly s ystem a nd s uch 
interests will be evidenced by customer confirmations of purchase from the registered dealer from which the a pplicable 
Subscription Receipts are purchased in accordance with the practices and procedures of that registered dealer. In addition, 
registration of interests in and transfers of the Subscription Receipts will be made only through the depository service of 
CDS. 

As indirect holders of Subscription Receipts, investors should be aware that they (subject to the situations described below): 
(a) may not have Subscription Receipts registered in their name; (b) may not have physical cer tificates representing their 
interest in the Subscription Receipts; (c) may not be able to sell the Subscription Receipts to institutions required by law to 
hold physical certificates for securities they own; and (d) may be unable to pledge Subscription Receipts as security. 

The S ubscription R eceipts will b e i ssued t o b eneficial o wners t hereof i n f ully r egistered an d cer tificate form ( the 
“Subscription Receipt Certificates”) o nly i f: ( a) required t o do s o by  a pplicable l aw, ( b) the b ook-entry o nly s ystem 
ceases to ex ist; ( c) the Corporation or CDS advises the E scrow Agent that CDS is  no l onger willing o r able to  p roperly 
discharge its responsibilities as depository with respect to the Subscription Receipts and the Corporation is unable to locate 
a qualified successor; or (d) the Corporation, at its option, decides to terminate the book-entry only system through CDS. 

Upon the occurrence of any of the events described in the immediately preceding paragraph, the Escrow Agent must notify 
CDS, for and on behalf of Participants and Beneficial Owners of Subscription Receipts, of the availability through CDS of 
Subscription Receipt Certificates. Upon surrender by CDS of the global certificates representing the Subscription Receipts 
and receipt of instructions from CDS for the new registrations, the Escrow Agent will deliver the Subscription Receipts in 
the form of Subscription Receipt Certificates and thereafter the Corporation will recognize the holders of such Subscription 
Receipt Certificates as subscription receipt holders under the Subscription Receipt Agreement. 

Neither the Corporation nor the Agents will assume any liability for: (a) any aspect of the records relating to the beneficial 
ownership o f the S ubscription Receipts held b y CDS o r a ny p ayments r elating thereto; ( b) maintaining, s upervising o r 
reviewing any records relating to the Subscription Receipts; or (c) any advice or representation made by or with respect to 
CDS and contained in this short form prospectus and relating to the rules governing CDS or any action to be taken by CDS 
or a t th e d irection o f a  P articipant. T he r ules g overning CDS p rovide th at it a cts a s the a gent a nd d epository for th e 
Participants. As a result, Participants must look solely to CDS and Beneficial Owners must look solely to Participants for 
any payments relating to the Subscription Receipts paid by or on behalf of the Corporation to CDS. 

In the event that, prior to the date Class A Non-Voting Shares become issuable pursuant to the Subscription Receipts, there 
is a  subdivision, consolidation, reclassification or o ther change o f the Class A Non-Voting Shares or any reorganization, 
amalgamation, merger o r s ale o f a ll o r s ubstantially a ll o f th e a ssets o f th e Corporation, th e S ubscription R eceipts will 
thereafter e vidence t he r ight o f t he h older t o r eceive t he s ecurities, p roperty o r cas h d eliverable i n ex change for o r o n 
conversion of or in respect of the Class A Non-Voting Shares to which the holder of a Subscription Receipt would have 
been entitled immediately after such event if it had been a holder of such Class A Non-Voting Shares prior to such event. 
Similarly, a ny d istribution to  a ll o r s ubstantially a ll o f t he h olders o f Class A N on-Voting S hares of  r ights, opt ions, 
warrants, evidences of indebtedness or assets will result in an adjustment in the number of Class A Non-Voting Shares to 
be issued to holders of Subscription Receipts. Alternatively, such securities, evidences of indebtedness or assets may, at the 
option of the Corporation, be issued to the Escrow Agent and delivered to holders of Subscription Receipts following the 
closing of the Initial Portfolio Acquisition. 

The Subscription Receipt Agreement will provide for modifications and alterations thereto and to the Subscription Receipts 
issued t hereunder b y way o f a n e xtraordinary r esolution. T he t erm “extraordinary r esolution” will b e d efined in  th e 
Subscription Receipt Agreement to mean, in effect, a r esolution passed by the affirmative votes of the holders of not less 
than 66⅔% of the number of outstanding Subscription Receipts represented a nd v oted a t a  meeting o f holders or  a n 
instrument or instruments in writing signed by the holders of not less than 66⅔% of the number of outstanding Subscription 
Receipts. 
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ATTRIBUTES OF THE SHARE CAPITAL 

Description of Share Capital 

The Corporation intends to amend its articles to create and authorize the issuance of an unlimited number of Class A Non-
Voting Shares and Class B Non-Voting Shares and 1,000 Voting Shares, a summary of the terms and conditions of which, 
as they will exist upon closing of the Offering, is set forth below.  B efore giving effect to the Offering, there will be 100 
common shares of the Corporation which are issued and outstanding. 

Class A Non-Voting Shares will be issued upon the closing of this Offering and any offerings that may be completed by the 
Corporation in the future.  S ubject to complying with rules to qualify as a M IC under the Tax Act, Class B Non-Voting 
Shares will be issued on a private placement basis to certain shareholders of BCMIC and BCI following the Initial Portfolio 
Acquisition a t a  pr ice of  $10. 00 pe r Class B  N on-Voting S hare and may al so b e o ffered i n t he future u nder av ailable 
prospectus e xemptions.  Any s uch prospectus e xempt s ale of  Class B  N on-Voting S hares may b e s ubject t o a t ransfer 
restriction under applicable securities laws. 

The holder of a Voting Share, Class A Non-Voting Share or Class B Non-Voting Shares shall not be precluded on the 
reduction or redemption of the capital stock of the Corporation from participating in the assets of the Corporation beyond 
the amount paid up on such share plus a fixed premium and a fixed rate of dividend. 

Voting Shares 

The V oting S hares ha ve no minal va lue a nd will b e owned b y t he P rincipal S hareholders, b eing S andy L outitt, John 
Strangway, Brent Walter, David Pinkman and John Drummond, as to 20% each.  Accordingly, the Principal Shareholders, 
as holders of all of the issued and outstanding Voting Shares, will have the power to vote on all matters to be considered by 
the holders of Voting Shares.  See “Principal Shareholders”. 

The holders of Voting Shares are entitled to receive dividends as and when declared by the Board of Directors subject to the 
preference and priority rights of the Class A Non-Voting Shares and Class B Non-Voting Shares, at a rate of up to, but not 
exceeding 8% per annum on the initial issue price of $10.00 per share, payable in one or more installments.  The holders of 
the Voting S hares will be e ntitled to one vote per s hare.  The Voting S hares r ank subsequent to both t he Class A Non-
Voting Shares and the Class B Non-Voting Shares with respect to distributions on the dissolution, liquidation or winding-
up o f the Corporation.  See the he ading “Class A N on-Voting S hares a nd Class B N on-Voting S hares” b elow for th e 
attributes of the Shares. 

Class A Non-Voting Shares and Class B Non-Voting Shares 

The Class A Non-Voting Shares and Class B Non-Voting Shares are entitled to receive dividends as and when declared by 
the Board of Directors.  The holders of Class A Non-Voting Shares and the holders of Class B Non-Voting Shares, as 
such, will be entitled to receive notice of or to attend any meeting of shareholders. However the holders of Class A 
Non-Voting Shares and the holders of Class B Non-Voting Shares are not entitled to vote at any such meetings, other 
than in connection with any amendments to the Investment Restrictions or in limited circumstances under the 
ABCA and in accordance with applicable securities laws and the rules and policies of the TSX-V or the TSX, as 
applicable. For greater certainty, holders of the Shares are not entitled to vote for among other things, the election 
of directors and the appointment of auditors. 

The Corporation intends to make quarterly cash distributions by way of dividends to holders of Class A Non-Voting Shares 
of record o n the last business day of each quarter.  However, there is no assurance that the Corporation will be able to 
declare any dividends in any period or at all.  Declared dividends, if any, will be paid by the end of the month following the 
quarter in which they are declared.  N otwithstanding the above, the Corporation has the right to determine the applicable 
record date that is other than the last business day of each quarter as it deems advisable. 

The Manager will use its best efforts to achieve the targeted yields set forth below, however, no assurance is given that the 
Corporation will achieve such yield.  If the Corporation’s annual return is less than the amount necessary to fund dividends, 
the Corporation may not pay the full distribution amounts to shareholders as set forth in the articles of the Corporation or at 
all. 

The Class A Non-Voting Shares rank in preference to the Class B Non-Voting Shares and Voting Shares with respect to the 
payment of distributions by way of dividends and the repayment of capital on the dissolution, liquidation or winding up of 
the Corporation.  The Class A Non-Voting Shareholders are entitled to receive as and when declared by the directors of the 
Corporation preferential non-cumulative di vidends a t r ate of u p t o, but not e xceeding 8% pe r annum c alculated on t he 
Offering p rice of $10.00 per Class A Non-Voting S hare payable in  o ne o r more installments.  The Class B  Non-Voting 
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Shares shall not be entitled to  receive d ividends in any period unless and until the maximum amount of the above-noted 
dividends have been paid or declared and set apart for payment to the Class A Non-Voting Shareholders, following which 
holders of Class B Non-Voting Shares may receive in preference and priority to any further dividends on the Class A Non-
Voting S hares and Voting Shares, non-cumulative d ividends at a  rate of  up to, but not exceeding 8% per annum on the 
initial issue price of $10.00 per Class B Non-Voting Shares, payable in one or more installments.  T he holders of Voting 
Shares are entitled to receive dividends as and when declared by the board of d irectors of the Corporation subject to the 
preference and priority rights of the Class A Non-Voting Shares and Class B Non-Voting Shares, at a rate of up to, but not 
exceeding 8% per annum on the initial issue price of $10.00 per Voting Share, payable in one or more installments.  In each 
financial year, after the maximum amounts as stated above in respect of Class A Non-Voting Shares, Class B Non-Voting 
Shares and Voting Shares have been paid or declared and set apart for payment, the holders of Class B Non-Voting Shares 
shall, in the discretion of the board of directors of the Corporation and in preference and priority to any further distributions 
on the Class A Non-Voting Shares or on the Voting Shares, be entitled to an additional Class B non-cumulative dividend at 
the rate of up to, but not to exceed 8% per annum calculated in the initial issue price of $10 per share. 

In each financial year of the Corporation, after the maximum amount of the dividends provided for above have been paid or 
declared and set apart for payment, any and all further dividends declared in such year shall be declared and paid in equal 
amounts per share on all the Voting Shares, Class A Non-Voting Shares and Class B Non-Voting Shares without preference 
or distinction.  The amended articles shall provide that the directors may not declare dividends, make a return of capital or 
otherwise make a distribution on (a) the Class B Non-Voting Shares, Voting Shares or any other class of shares of the 
Corporation ranking junior to the Class A Non-Voting Shares if following such declaration of dividends, return of capital or 
distribution the Corporation will be unable to redeem all of the outstanding Class A Non-Voting Shares or (b) the Voting 
Shares or any other class of shares of the Corporation ranking junior to the Class B Non-Voting Shares if following such 
declaration of d ividends, return of capital or d istribution the Corporation will be unable to redeem all of the outstanding 
Class B Non-Voting Shares. 

In t he e vent o f a ny liq uidation, d issolution o r winding-up of  t he Corporation or o ther d istribution o f t he a ssets o f th e 
Corporation among its shareholders for the purpose of winding-up its affairs:  

(a) the holders of Class A Non-Voting Shares are entitled, in preference to the rights of holders of the Voting 
Shares, Class B Non-Voting Shares and any shares of a cl ass ranking junior to the Class A Non-Voting 
Shares, but subject to the r ights of holders of any class of shares ranking s enior t o the Class A Non-
Voting Shares, to be paid out of the assets of the Corporation available for distribution to holders of the 
Corporation’s capital stock, for each Class A Non-Voting Share, an amount equal to the Offering price 
applicable to the Class A Non-Voting Shares, together with a ll declared but unpaid dividends on each 
Class A Non-Voting Share; and 

(b) the holders of Class B Non-Voting Shares ar e entitled in preference to the rights of holders of Voting 
Shares and any other shares of a class ranking junior to the Class B Non-Voting Shares, but subject to the 
rights o f t he holders o f t he Class A Non-Voting Shares to receive the payment described in c lause (a) 
above and the rights of any other class of shares ranking senior to the Class B Non-Voting Shares, to be 
paid out of the assets of the Corporation available for distribution to holders of the Corporation’s capital 
stock, for each Class B Non-Voting Share, an amount equal to the initial issue price applicable to Class B 
Non-Voting Shares, together with all declared but unpaid dividends on each Class B Non-Voting Share. 

(c) after the payments referred to above in clauses (a) and (b) have been made in full to the holders of Class 
A Non-Voting Shares and Class B Non-Voting Shares, or funds necessary for such payments have been 
set aside by the Corporation in trust for the exclusive benefit o f holders of Class A Non-Voting Shares 
and Class B Non-Voting Shares so as to be available for such payments, the holders of Voting Shares are 
entitled to receive, subject to the rights of the holders of Class A Non-Voting Shares and Class B Non-
Voting Shares to receive the payments described above and the rights of any other class of shares ranking 
senior to the Voting Shares, to be paid out of the assets of  the Corporation available for d istribution to  
holders of  the C orporation’s capital s tock, for e ach Voting Share, an amount equal t o the initial issue 
price ap plicable to the Voting S hares, together with all d eclared but unpaid dividends on each  V oting 
Share. 

After the payments referred to above  have been made in full to the holders of Class A Non-Voting Shares, Class B Non-
Voting Shares and Voting Shares, or funds necessary for such payments have been set aside by the Corporation in trust for 
the exclusive benefit of such holders of Class A Non-Voting Shares, Class B Non-Voting Shares and Voting Shares so as to 
be available for such payments, any assets remaining available for distribution shall be distributed equally, share for share, 
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to the holders of the Voting Shares, Class A Non-Voting Shares and the Class B Non-Voting Shares, without preference or 
distinction. 

Upon completion o f the Initial Portfolio Acquisition, the Offering and the co mpletion o f a p rivate p lacement o f Class B 
Non-Voting Shares, the Corporation expects to maintain a ratio of not more than three Class A Non-Voting Shares for each 
Class B Non-Voting Share outstanding. 

The percentage of the aggregate voting rights attached to the Corporation’s securities that will be represented by the Class 
A Non-Voting S hares a fter t he c losing o f t he O ffering i s ni l ( assuming c ompletion o f t he M inimum O ffering a nd the 
Maximum Offering). 

The Class A Non-Voting Shares and the Class B Non-Voting Shares are “restricted securities” within the meaning of such 
term under applicable Canadian securities laws. In accordance with the requirements of section 12.1 of NI 41-101, the Class 
A Non-Voting Shares and Class B Non-Voting Shares have been referred to in this prospectus using a t erm or a d efined 
term that i ncludes the appropriate restricted security term.  T he Corporation i s exempt f rom the requirements o f Section 
12.3 of NI 41-101 on the basis that the Corporation was a private issuer immediately before filing the prospectus.  

Restriction on the Business of the Corporation 

The Corporation’s articles will be amended to provide that the Corporation may not make any investment or conduct any 
activity that would result in the Corporation failing to qualify as a MIC. 

Restrictions on Ownership 

No shareholder of the Corporation is permitted, together with related persons, at any time to hold more than 25% of any 
class of the issued shares of the Corporation. 

In the e vent t hat ( i) the exercise b y any Shareholder o f an  annual redemption r ight a ssociated with Class A Non-Voting 
Shares or Class B Non-Voting Shares, as applicable, or (ii) as determined by the board of directors of the Corporation in its 
sole discretion, any other transaction affecting the Shares (each a “Triggering Transaction”), if completed, would cause 
any Shareholder(s) (each an “Automatic Repurchase Shareholder”), together with R elated Persons, to hold more than 
25% of any class of the issued Shares of the Corporation, that portion of the Shares held by each Automatic Repurchase 
Shareholder which constitutes in excess of 24.9% of the issued shares of any class of Shares (the “Repurchased Shares”) 
will, s imultaneously with the completion of a T riggering Transaction, automatically be repurchased and cancelled by the 
Corporation (an “Automatic Repurchase”) w ithout any further action by the Corporation or the Automatic Repurchase 
Shareholder.  The purchase price for any Repurchased Shares will be equal to the Annual Redemption Price, as applicable, 
on the date of the Triggering Transaction.  The proceeds of any Automatic Repurchase will be remitted to each applicable 
Automatic Repurchase Shareholder within 60 days of the Automatic Repurchase. 

Purchase for Cancellation 

Subject to applicable law, the Corporation may at any time or times purchase Shares for cancellation at a price per share not 
exceeding the applicable NAV per share calculated on the business day immediately prior to such purchase. 

Amendments 

Amendments t o t he t erms o f t he Class A N on-Voting S hares, Class B  N on-Voting S hares or  V oting S hares must be  
approved by the applicable shareholders of the Corporation in accordance with applicable laws. 

Termination of the Corporation 

The Corporation does n ot h ave a f ixed t ermination d ate b ut may b e t erminated at an y t ime with t he ap proval o f its 
shareholders o f each  cl ass in certain ci rcumstances an d shall provide n otice t o s hareholders o f s uch wind-up, each  i n 
accordance with applicable law.  In addition, if the Manager believes that it is no longer economically practical to continue 
the Corporation or that it would b e i n t he b est interests of t he Corporation’s s hareholders to w ind-up the a ffairs o f the 
Corporation, the Manager may, subject to applicable law, initiate a winding-up of the Corporation.  Upon termination of the 
Corporation, the net assets of the Corporation will be distributed to the shareholders of the Corporation  in accordance with 
its articles.  Prior to the date fixed for the termination of the Corporation (the “Corporation End Date”), the Manager will, 
to the extent practicable, convert the assets of the Corporation to cash.  The Corporation shall advise shareholders by press 
release or w ritten n otice of the C orporation E nd D ate upon no t l ess t han t en b usiness days’ prior written n otice to  
shareholders.  The Corporation will be dissolved following the distribution of its net assets to the shareholders. 
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REDEMPTION OF SHARES 

Annual Redemptions 

Subject to  th e r estrictions set forth u nder “Redemption o f S hares – Limitation and S uspension of R edemptions” below, 
commencing in January 2014, Class A Non-Voting Shares may be redeemed on the last business day in October of each 
year (each, an “Annual Redemption Date”) at a r edemption price per Class A Non-Voting Share equal to 95% of NAV 
per Share less any costs a ssociated with such redemption.  Class B  Non-Voting S hares may be  redeemed on an Annual 
Redemption Date at a redemption price per Class B Non-Voting Share equal to (a) 100% of NAV per Share if the Class B 
Non-Voting Shares are not listed for trading on the TSX or such other recognized stock exchange in Canada or (b) 95% of 
NAV per Share if the Class B Non-Voting Shares are listed for trading on the TSX or such other recognized stock exchange 
in Canada, in each case less any costs associated with such redemption.  See “Calculation of Net Asset Value”.  Class A 
Non-Voting Shares must be surrendered for annual redemption to the Corporation’s registrar and transfer agent by no later 
than 4:00 p.m. (Calgary time) on October 1st of such year or the immediately preceding business day, in the event that 
October 1st is not a business day.  Payment of the proceeds of redemption will be made on or before the last business day of 
the month following the Annual Redemption Date. 

Exercise of Redemption Privileges 

The redemption right must be exercised by causing written notice to be given within the notice periods prescribed herein 
and in the manner described under “Redemption of Shares – Book-Entry Only System”.  Such exercise will be irrevocable 
upon the delivery of notice to CDS through a Participant. 

Limitation and Suspension of Redemptions 

The Corporation shall not be required to accept for redemption in the same calendar year Class A Non-Voting Shares or 
Class B Non-Voting Shares representing more than 15% of the average number of such Shares outstanding for the 180-day 
period immediately preceding the Annual Redemption Date (the “Threshold”).  In the event that the number of Shares 
tendered for redemption in respect of an Annual Redemption Date exceeds the Threshold and the board of directors of the 
Corporation determined not to redeem shares in excess of the Threshold, the Corporation shall redeem such Class A Non-
Voting Shares or Class B Non-Voting Shares, as applicable tendered for redemption and not withdrawn or revoked, on a 
pro rata basis. 

The directors of the Corporation may, in their sole discretion, redeem Class A Non-Voting Shares and Class B Non-Voting 
Shares in excess of the Threshold on one or more Annual Redemption Dates. 

If the redemption by the Corporation of all Shares surrendered for redemption in any period would be contrary to applicable 
law, the Corporation will redeem only the maximum number of Shares (rounded to the next lower multiple of 1,000 Shares) 
which it is then permitted to redeem on a pro rata basis. 

In addition, for any period not exceeding 120 da ys during which the Corporation or Manager determines that conditions 
exist which render impractical the sale of Mortgages comprising the Portfolio or which impair the ability of the Manager to 
determine the value of the assets of the Corporation or the Portfolio, the Corporation may suspend redemptions of Shares.  
The suspension may apply to all requests for redemption received prior to the suspension but as to which payment has not 
been made, as well as to all requests received while the suspension is in effect.  All holders of Shares making such requests 
shall be advised by the Corporation or the Manager of the suspension and that the redemption will be effected at a  price 
determined on the first Annual Redemption Date, following the termination of the suspension or such other date as the 
Manager may de termine upon t he c onditions giving r ise to s uch s uspension having c eased t o e xist or  no l onger be ing 
applicable.  All such holders of Shares shall have and shall be advised that they have the right to withdraw their requests for 
redemption.  T he s uspension s hall te rminate in  a ny e vent o n t he first d ay o n which the c ondition giving r ise to  the 
suspension has ceased to exist provided that no other condition under which a suspension is authorized then exists.  To the 
extent not inconsistent with the rules and regulations promulgated by any governmental body having jurisdiction over the 
Corporation, any declaration of suspension made by the Corporation or the Manager shall be conclusive.  

Book-Entry Only System 

Registration o f interests in a nd tr ansfers o f th e Class A  N on-Voting Shares may be made t hrough t he book -entry only 
system maintained b y CDS.  O n th e c losing o f th e Offering, t he Corporation will d eliver to  CDS one or  more global 
certificates evidencing the number of Subscription Receipts subscribed for under the Offering.  Alternatively, at the option 
of the Corporation, the Subscription Receipts will be issued using CDS’ book-entry only procedures.  In either such case, a 
purchaser of Subscription Receipts will receive only a cu stomer confirmation from a r egistered dealer that is a P articipant 
and f rom or  t hrough which the S ubscription Receipts a re pu rchased a nd C DS will r ecord th e P articipant who h olds 
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Subscription Receipts o n b ehalf o f o wners who h ave p urchased t hem i n acco rdance with t he b ook-based s ystem. 
Subscription R eceipts a nd Class A N on-Voting S hares must b e p urchased, t ransferred an d surrendered for r edemption 
through a Participant.  All r ights of an owner of Subscription Receipts or Class A Non-Voting Shares must be exercised 
through, and all payments or other property to which such owner is entitled will be made or delivered by CDS.  Upon the 
acquisition of Subscription Receipts or Class A Non-Voting Shares, the owner will receive only the customary 
confirmation.  References i n this prospectus to  a  Class A  Non-Voting Shareholder means, unless t he context otherwise 
requires, the owner of the beneficial interest in Class A Non-Voting Shares. 

The ability of an owner of Class A Non-Voting Shares to pledge such Shares or otherwise take action with respect to such 
owner’s interest in such Class A Non-Voting Shares (other than through a Participant) may be limited due to the lack of a 
physical certificate. 

An owner of Class A Non-Voting Shares who desires to exercise redemption privileges must do so by causing a Participant 
to deliver to CDS (at its office in the City of Calgary) on behalf of the owner a written notice of the owner’s intention to 
redeem such Class A Non-Voting Shares, no later than 4:00 p.m. (Calgary time) on the relevant notice date.  Accordingly, 
an o wner who d esires t o r edeem Class A N on-Voting S hares should e nsure t hat t he P articipant is  p rovided with a  
redemption notice sufficiently in advance of the relevant notice date so as to permit the Participant to deliver notice to CDS 
by the required time.  The form of redemption notice will be available from a Participant.  Any expense associated with the 
preparation an d d elivery o f redemption n otices will b e for t he acco unt o f t he o wner o f Class A N on-Voting S hares 
exercising the redemption privilege. 

By causing a Participant to deliver to CDS a redemption notice, an owner shall be deemed to have irrevocably surrendered 
his, her o r its  Class A Non-Voting S hares f or redemption and appointed such Participant t o act  as  exclusive settlement 
agent with respect to the exercise of the redemption privilege and the receipt of payment in connection with the settlement 
of obligations arising from such exercise. 

Any r edemption notice which C DS de termined t o be  i ncomplete, not i n pr oper f orm or n ot du ly e xecuted s hall for a ll 
purposes be void and of no effect and the redemption privilege to which it relates shall be considered for all purposes not to 
have been exercised thereby.  A failure by a Participant to exercise redemption privileges or to give effect to the settlement 
thereof in acco rdance with t he o wner’s i nstructions will not give r ise to a ny o bligations o r lia bility o n t he p art o f t he 
Corporation or the Manager to the Participant or to the owner. 

The Corporation has the option to terminate registration for any one or more of the Class A Non-Voting Shares through the 
book entry only system in which case certificates for such securities in fully registered form would be issued to beneficial 
owners of such shares or to their nominees. 

USE OF PROCEEDS 

The Corporation will use the net proceeds of the Offering as follows: 

 Minimum Offering(4) (6) Maximum Offering(4) 
Gross Proceeds to the Corporation $12,000,000 $40,000,000 
Agents’ Fees(1) (2) (3) $720,000 $2,400,00 
Estimated Expenses of the Offering(5) $640,000 $640,000 
Net Proceeds to the Corporation $10,640,000 $36,960,000 
Purchase Price for the Initial Portfolio Acquisition(4) $10,400,000 $36,720,000 
Remaining Proceeds of the Offering $240,000 $240,000 

Notes: 

(1) The Corporation has agreed to pay the Agents a cash fee equal to 2% of the gross proceeds received from sales to persons identified on the 
president’s list.  In addition, the Corporation has agreed to pay the Agents a cash fee equal to 6% of the gross proceeds received from all 
other sales by the Agents.  The Agents’ fees and Net Proceeds to the Corporation have been calculated assuming that there are no purchasers 
from the president’s list. 

(2) As additional consideration, the Corporation will grant to the Agents at closing of the Offering Agents’ Compensation Options equal to 6% 
of the aggregate number of Subscription Receipts sold pursuant to the Offering.  Each Agents’ Compensation Option entitles the Agents to 
purchase one Broker Share at the Offering price at any time prior to the date that is 36 months from the closing date of the Offering.  This 
prospectus qualifies the distribution of the Agents’ Compensation Options and Broker Shares to the Agents. 

(3) The Agents’ fee with respect to the Subscription Receipts is payable upon the satisfaction by the Corporation of the listing requirements of 
either the TSX or the TSX-V.  If the listing requirements of neither the TSX nor the TSX-V are satisfied, then the Agents’ fee with respect to 
the Subscription Receipts will be reduced by 50% and will be payable to the Agents from the general funds of the Corporation. See “Plan of 
Distribution”. 
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(4) Assumes c losing of the Initial Portfolio Acquisition and the composition of the Initial Portfolio a s of October 24, 2013.  Represents t he 
estimated Initial Portfolio Acquisition purchase price as of such date.  The purchase price for the Initial Portfolio Acquisition will vary prior 
to the closing thereof due to changes in the value of the Initial Mortgage Portfolio (for example, additional Mortgages will have been funded 
or Mortgages repaid).  The purchase price for the Initial Mortgage Portfolio will be equal to the aggregate outstanding principal amount of 
the initial M ortgages to b e acquired plus all i nterest a ccrued an d unpaid as o f th e c losing ti me o f th e Initial Portfolio Acquisition.  The 
acquisition o f t he Initial Mo rtgage P ortfolio will b e c ompleted b y th e Corporation upon the te rms o f th e I nitial P ortfolio Acquisition 
Agreement.  See “Acquisition of the Initial Mortgage Portfolio.” 

(5) The expenses of the Offering are to be paid out of the proceeds of the Offering upon release of the Escrowed Funds (assuming the closing of the 
Initial Portfolio Acquisition), estimated to be $640,000, include the costs of creating and organizing the Corporation, the costs of printing and 
preparing this prospectus, legal expenses, marketing expenses, certain expenses incurred by the Agents and certain other expenses incurred in 
connection with the Offering. See Note (3) above. 

(6)  Assuming the closing of the Minimum Offering, the Corporation intends to acquire Mortgages under the Initial Portfolio Acquisition of approximately 
$10.4 m illion in a ccordance with  th e te rms of  t he Initial Portfolio Ac quisition Agr eement.  In th ese c ircumstances, p ursuant to th e conditional 
acceptance listing requirements of the TSX-V, within five Business Days of the completion of the Initial Portfolio Acquisition the Corporation will be 
required to complete and intends to complete (i) a private placement of Class B Non-Voting Shares of approximately $11.7 million and (ii) within this 
five Business Day period, the proceeds of this private placement will be used to acquire the Additional Mortgages such that after the acquisition of the 
Additional M ortgages, th e portfolio of  M ortgages wi ll b e approximately $ 22.1 m illion. Accordingly, t he Corporation m ay a cquire Mortgages 
(including the Additional Mortgages) from BCI under the Initial Portfolio Acquisition Agreement in one or more stages. 

Subject to receipt of a satisfactory fairness opinion from an independent valuator and regulatory approval, the Corporation 
will use a substantial portion of the net proceeds of the Offering for the Initial Portfolio Acquisition.  S ee “Acquisition of 
the Initial Mortgage P ortfolio” and “Description of Subscription Receipts”.  Any net proceeds of the Offering (after the 
payment of the Agents’ fees and expenses) which are not used to complete the Initial Mortgage Portfolio Acquisition, will 
be used to fund Committed Mortgages or other mortgage loans invested in from time to time in a manner consistent with 
the investment objective and investment strategies of the Corporation.  As the mortgage investments which form the Initial 
Mortgage Portfolio will primarily be construction draw mortgages, a  portion of the net proceeds will be retained to fund 
continuing mortgage advances and to ensure that sufficient working capital is available in order to meet the Corporation’s 
commitments and the requirements of its borrowers.  Pending use for any of the foregoing purposes, the Corporation will 
invest the b alance o f t he net p roceeds o f t he Offering n ot used as  consideration for t he I nitial P ortfolio A cquisition i n 
Authorized Investments.   

PLAN OF DISTRIBUTION 

Pursuant to the Agency Agreement, the Agents have agreed to conditionally offer the Subscription Receipts, as agents of 
the Corporation, on a “best efforts” basis, if, as and when issued by the Corporation.  The Offering is expected to close on 
December 1 2, 20 13 or s uch ot her da te a greed t o by t he Corporation and t he A gents, b ut i n a ny e vent no l ater t han 
December 30, 2013.   

Assuming completion of the Offering, the Agents will receive a cash fee equal to $0.20 (2%) for each Subscription Receipt 
sold to persons identified on t he president’s list or $0.60 (6%) for each Subscription Receipt sold to other persons by the 
Agents, payable by the Corporation.  As additional consideration, the Corporation will grant to the Agents at closing of the 
Offering Agents’ Compensation Options equal to 6% of the aggregate number of Subscription Receipts (or Class A Non-
Voting S hares, as applicable) sold pursuant t o the O ffering.  Each A gents’ C ompensation O ption entitles th e Agents to  
purchase one Broker Share at the Offering price at any time prior to the date that is 36 months from the closing date of the 
Offering.  This prospectus qualifies the distribution of the Agents’ Compensation Options and Broker Shares to the Agents.   

The Agents’ fee with respect to the Subscription Receipts is payable upon the satisfaction by the Corporation of the listing 
requirements of either the TSX or the TSX-V.  I f the listing requirements of neither the TSX nor the TSX-V are satisfied, 
then the Agents’ fee with respect to the Subscription Receipts will be reduced by 50% and will be payable to the Agents 
from the general funds of the Corporation. The Agents will be reimbursed for reasonable out-of-pocket expenses incurred 
by them.  The Agents’ fees and net proceeds to the Corporation have been calculated assuming that there are no purchasers 
from the p resident’s l ist.  T he Agents may form a  s ub-agency gr oup i ncluding o ther q ualified i nvestment d ealers a nd 
exempt market dealers and determine the fee payable to the members of such group, which fee will be paid by the Agents 
out of their fees.  While the Agents have agreed to use their best efforts to sell the Subscription Receipts offered hereby, the 
Agents will not be obligated to purchase Subscription Receipts which are not sold.  The offering price for the Subscription 
Receipts is f ixed at $10.00 and, together with the aggregate number of Subscription Receipts offered under the Offering, 
was determined by negotiation between the Corporation and the Agents. 

The Offering consists of a Mi nimum Offering of 1,200,000 Subscription Receipts and a M aximum Offering of 4,000,000 
Subscription Receipts.  The minimum purchase by each investor is 100 Subscription Receipts. 

The Corporation has granted the Agents the over-allotment option (the “Over-Allotment Option”), exercisable in whole or 
in part for a period of 30 days from the closing of the Offering, to purchase an additional 600,000 Subscription Receipts  (or 
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Class A N on-Voting S hares, i f t he O ver-Allotment O ption is  e xercised a fter t he c ompletion o f th e I nitial P ortfolio 
Acquisition), representing up to 15% of the aggregate number of Subscription Receipts (or Class A Non-Voting Shares, as 
applicable) sold under the Offering, on the same terms as set out above solely to cover over-allotments, if any, a nd for 
market stabilization purposes.  This prospectus qualifies the distribution of the Over-Allotment Option and the Subscription 
Receipts or the Class A Non-Voting Shares issuable on the exercise of the Over-Allotment Option.  I f the Over-Allotment 
Option is exercised in full, the additional Subscription Receipts issued, will be offered at $10.00 per Subscription Receipt 
and the Agents will be entitled to a fee on the same terms and conditions as the Offering Subscription Receipt or Class A 
Non-Voting Share sold, as applicable.  Any investors who acquire Subscription Receipts or the Class A Non-Voting Shares 
forming part of the Agents’ over-allotment position will acquire those securities under this prospectus regardless of whether 
the over-allocation i s ultimately filled t hrough the e xercise o f t he Over-Allotment O ption or  through s econdary market 
purchases. 

If subscriptions for the Minimum Offering have not been received within 90 days following the date of issuance of a final 
receipt f or th is p rospectus, t he O ffering may not c ontinue without t he c onsent o f t he s ecurities r egulatory a uthorities.  
Under the terms of the Agency Agreement, the Agents may, at their discretion on the basis of their assessment of the state 
of the financial markets and upon the occurrence of certain stated events, terminate the Agency Agreement.  T he Agency 
Agreement further p rovides th at th e Agents will h old in  t rust a ll f unds r eceived f rom subscriptions.  I n th e e vent th e 
Minimum Offering is not achieved by the Corporation and the necessary consents are not obtained or if the closing of the 
Offering does not occur for any reason, subscription proceeds received from prospective purchasers will be returned to such 
purchasers p romptly without interest o r d eduction.  S ubscriptions f or Subscription R eceipts will b e r eceived s ubject t o 
rejection or allotment in whole or in part.  The right is reserved to close the subscription books at any time without notice. 

In the event that the Initial Portfolio Acquisition closes concurrently with the closing of the Offering or the Over-Allotment 
Option, the Corporation will is sue Class A Non-Voting Shares, rather th an Subscription R eceipts, to  s ubscribers in  this 
Offering. 

There is currently no market through which the Subscription Receipts or Class A Non-Voting Shares issuable thereunder 
may be  sold a nd p urchasers may not be  a ble t o r esell such s ecurities a cquired un der t his pr ospectus.  T he T SX has 
conditionally accepted the listing of the Class A N on-Voting Shares under the symbol “BCF”. L isting i s subject t o the 
Corporation fulfilling all of the requirements of the TSX on or before January 14, 2013, including the distribution of the 
Class A Non-Voting Shares to a minimum number of public securityholders, completion of the Initial Portfolio Acquisition 
and a minimum public raise of $30,000,000.  In addition, the TSX-V has also conditionally accepted the listing of the Class 
A Non-Voting Shares under the symbol “BCF”. Listing is subject to the Corporation fulfilling all of the requirements of the 
TSX-V, in cluding th e d istribution o f t he Class A N on-Voting S hares to  a  minimum number of  p ublic s ecurityholders, 
completion of the Initial Portfolio Acquisition and the completion of a private placement of Class B Non-Voting Shares and 
acquisition of Additional Mortgages in certain circumstances, including where only the Minimum Offering is raised, within 
five B usiness D ays o f t he I nitial P ortfolio A cquisition.  This may a ffect t he pricing o f t he s ecurities i n t he s econdary 
market, the transparency and availability of trading prices, the liquidity of the securities, and the extent of issuer regulation. 
In the event that the Corporation is able to satisfy the listing requirements of both the TSX and the TSX-V, it intends to list 
the Class A Non-Voting Shares on the TSX. 

Pursuant to  p olicy s tatements o f c ertain s ecurities r egulatory a uthorities, th e Agents may not, th roughout t he p eriod of 
distribution, bid for or purchase Subscription Receipts or Class A Non-Voting Shares.  The foregoing restriction is subject 
to certain exceptions, on the conditions that the bid or purchase not be engaged in for the purpose of creating actual or 
apparent act ive t rading i n, o r r aising the p rice o f, t he Subscription R eceipts or Class A  N on-Voting S hares.  Such 
exceptions include a bid or purchase permitted under applicable by-laws and rules of the relevant self-regulatory authorities 
relating to  market stabilization a nd passive market making activities and a  bid or  purchase made for and on behalf of  a  
customer where the order was not solicited during the period of distribution.  Pursuant to the first mentioned exception, in 
connection with t his O ffering, t he Agents may o ver-allot o r e ffect tr ansactions i n connection with t heir o ver-allotment 
position.  Such transactions, if commenced, may be discontinued at any time. 

Neither th e Subscription R eceipts nor t he Class A N on-Voting S hares h ave b een o r will b e r egistered u nder t he U .S. 
Securities Act or the securities laws of any state in the United States and, subject to certain exemptions, may not be offered 
or sold or otherwise transferred or disposed of in the United States. 

PRINCIPAL SHAREHOLDERS 

The Principal Voting Shareholders, being Messrs. Sandy Loutitt, John Strangway, Brent Walter, David Pinkman and John 
Drummond, each owns beneficially and of record 20% of the issued and outstanding common shares of the Corporation.  
The Corporation intends to amend its articles to authorize, among other things, fixing the authorized maximum number of 
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Voting Shares at 1,000 and will convert its 100 issued and outstanding common shares into Voting Shares on a one for one 
basis.  Prior to the closing of the Offering, the foregoing will each own beneficially and of record 20% of the issued and 
outstanding Voting Shares. 

All of the Voting Shares of the Corporation to be held by the Principal Voting Shareholders will be subject to a unanimous 
shareholders agreement (the “Voting Share Unanimous Shareholders Agreement”) to be dated on or prior to the closing 
of the Offering among the Principal Voting Shareholders.  Under the Voting Share Unanimous Shareholders Agreement, 
none of the Voting Shares of the Corporation may be disposed of or dealt with in any manner except in accordance with the 
terms thereof. 

The Corporation will pay the purchase price for the Initial Portfolio Acquisition using the cash proceeds from this Offering.  
The Corporation intends to permit s uch p roceeds to be invested in  the Corporation by allowing BCMIC, BCI and their 
stakeholders to subscribe for Class B Non-Voting Shares of the Corporation at a price of $10.00 per Class B Non-Voting 
Share following t he c losing of th is O ffering.  Any such s ubscriptions will b e s ubject to  c ompliance with a pplicable 
securities laws and t he requirement under the T ax Act that no  person ( together with Related P ersons) holds d irectly o r 
indirectly more than 25% of any class of the issued shares of the Corporation.  

Messrs. S andy Loutitt and John S trangway are considered to be a ssociates of each other in accordance with ap plicable 
Canadian securities law as each are shareholders, directors and officers of the Manager. 

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

The Manager will receive the fees described u nder “Fees and Expenses” for its services to the Corporation and will be 
reimbursed b y t he Corporation, for cer tain expenses incurred in co nnection with the operation and ad ministration o f the 
Corporation and may invest in Mortgage loans in respect of property that the Manager or any of its affiliates has an interest 
in.  T he Manager or any of i ts affiliates may earn fees from providing investment advisory services to funds invested in 
such p roperties.  S ee “Fees an d E xpenses” and “Risk F actors – Conflicts o f Interest”.  Mo reover, t he Corporation’s 
activities may from time to  time be restricted due to  regulatory restrictions applicable to  the Manager and/or its  i nternal 
policies d esigned to  c omply with such r estrictions.  As a  r esult, t here may b e p eriods, f or example, during w hich t he 
Manager or the Corporation may be restricted from engaging in certain transactions. 

Messrs. Sandy Loutitt, David Pinkman and Brent Walter, each directors and/or executive officers of the Corporation hold 
an i nterest i n Mo rtgages f orming th e I nitial M ortgage P ortfolio.  Sandy L outitt i s t he s ole s hareholder o f B CI.  As a t 
October 24, 2013, Mr. Loutitt holds 1,125 shares of B CMIC (representing 1.0% of the i ssued a nd outstanding B CMIC 
shares); David P inkman holds 6,333 shares of BCMIC (representing 6.0% of the issued and outstanding BCMIC shares) 
and Brent Walter together with his spouse collectively hold 9,000 shares of BCMIC (representing 8.5% of the issued and 
outstanding BCMIC shares).  See al so “Principal S hareholders” for a s ummary o f the i nterest o f such d irectors and 
executive officers in the Initial Portfolio Acquisition. 

MATERIAL CONTRACTS 

Contracts material to investors in the Class A Non-Voting Shares offered by this prospectus that have been or that will have 
been entered into by the Corporation on the closing date o f the Offering and on the closing date of the Initial P ortfolio 
Acquisition are: 

(a) the M anagement S ervices Agreement d escribed u nder “Organization a nd M anagement D etails o f t he 
Corporation – Manager and Portfolio Advisor of the Corporation – Role of the Manager and Details of 
the Management Services Agreement”; 

(b) the Subscription Receipt Agreement described under “Description of Subscription Receipts”; 

(c) the Agency Agreement described under “Plan of Distribution”; 

(d) the Escrow Agreement described under “Escrowed Securities”; 

(e) the Voting Share Unanimous Shareholders Agreement described under “Principal Shareholders”; and 

(f) the I nitial P ortfolio Acquisition Agreement d escribed u nder “Principal A greements – Initial Portfolio 
Acquisition Agreement”. 

Copies of the foregoing agreements, after the execution thereof as applicable, may be inspected during business hours at the 
principal office of the Corporation during the course of distribution of the Subscription Receipts offered hereby. 
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MARKETING MATERIALS 

Any “template version” of any “marketing materials” (as such terms are defined under applicable Canadian securities laws) 
that h as b een, o r will be, f iled o n S EDAR b efore the te rmination o f t he d istribution under the O ffering ( including a ny 
amendments to, or an amended version of, any template version of any marketing materials) is deemed to be incorporated 
into this prospectus.  Any template version of any marketing materials that are utilized by the Agents in connection with the 
Offering are not part of this prospectus to the extent that the contents of the template version of the marketing materials that 
has been modified or superseded by a statement contained in this prospectus.   

EXPERTS 

Certain legal matters in connection with this Offering will be passed upon by Osler, Hoskin & Harcourt LLP, on behalf of 
the Corporation, and by MacPherson Leslie & Tyerman LLP on behalf of the Agents.  As of the date hereof, neither the 
partners or associates of Osler, Hoskin & Harcourt LLP and MacPherson Leslie & Tyerman LLP, as a g roup, own any of 
the outstanding securities of the Corporation and its affiliates and associates.  The auditor of the Corporation is MNP LLP, 
Chartered Accountants. 

EXEMPTION FROM THE INSTRUMENT 

The Corporation applied to the Alberta Securities Commission, as principal regulator, and the non-principal regulators for 
relief from the requirement in Section 2.3(1.2) of National Instrument 41-101 – General Prospectus Requirements, which 
provides that if an issuer files an amendment to a preliminary prospectus, the final prospectus must be filed within 180 days 
from the date of the preliminary prospectus.  The Corporation was granted relief from such requirement on the basis that the 
Corporation was prepared to file the prospectus within the prescribed time periods; however, additional time was necessary 
for the Corporation to receive the conditional approval of the listing of the Class A Non-Voting Shares from the TSX-V, 
whose review was performed on an expedited basis.  Pursuant to the relief granted by the Alberta Securities Commission 
and the non-principal regulators, the Corporation was required to file this prospectus and be receipted no later than October 
28, 2013.  
 

The C orporation h ad a lso a pplied to  th e Alberta S ecurities C ommission, a s p rincipal r egulator, a nd the n on-principal 
regulators for relief f rom the requirement that, i n accordance with National Instrument 52-107 – Acceptable Accounting 
Principles and Auditing Standards and Section 32.1(1)(b) of Form 41-101F1 – Information Required in a Prospectus, the 
financial statements for each of BCMIC and B CI, as predecessor en tities of the Corporation, be prepared in accordance 
with Canadian GAAP applicable to publicly accountable enterprises for the years ended December 31, 2011 and January 
31, 2012, respectively.  The financial statements for the years ended December 31, 2012 and January 31, 2013, respectively 
of BCMIC and BCI were prepared in accordance with Canadian GAAP applicable to publicly accountable enterprises.  

PURCHASERS’ STATUTORY RIGHTS OF WITHDRAWAL AND RESCISSION 

Securities l egislation i n c ertain o f t he p rovinces o f C anada p rovides p urchasers with t he r ight t o withdraw f rom a n 
agreement to purchase securities.  This right may be exercised within two business days after receipt or deemed receipt of a 
prospectus and any amendment.  In several of the provinces, the securities legislation further provides a purchaser with 
remedies for rescission or, in some jurisdictions, revisions of the price or damages if the prospectus and any amendment 
contains a misrepresentation or is not delivered to the purchaser, provided that the remedies for rescission, revisions of the 
price o r d amages ar e ex ercised b y t he p urchaser within t he t ime l imit p rescribed b y the s ecurities le gislation o f t he 
purchaser’s p rovince.  T he p urchaser s hould r efer t o an y ap plicable p rovisions o f t he s ecurities l egislation o f t he 
purchaser’s province for the particulars of these rights or consult with a legal advisor. 

Under the Subscription Receipt Agreement, original purchasers of Subscription Receipts under the Offering will have a 
contractual right of rescission following the issuance of Class A Non-Voting Shares to such purchaser upon the exchange of 
the Subscription Receipts to receive the amount pa id for the Subscription Receipts i f this prospectus or  any amendment 
contains a misrepresentation or is not delivered to such purchaser, provided such remedy for rescission is exercised within 
180 days of closing of the Offering. 
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AUDITORS’ CONSENT 

To the Board of Directors of Builders Capital Mortgage Corp. 

We have read the long form prospectus of Builders Capital Mortgage Corp. ( the “Corporation”) dated October 25,2013  
relating t o t he s ale an d i ssue o f s ubscription r eceipts o f the Corporation.  W e ha ve c omplied with C anadian ge nerally 
accepted standards for an auditor’s involvement with offering documents. 

We consent to the inclusion in the above mentioned prospectus of our report to the board of directors of the Corporation on 
the opening statement of net assets of the Corporation.  Our report is dated October 25, 2013. 

Calgary, Canada (Signed) “MNP LLP” 
October 25, 2013 Chartered Accountants 

 

To the Directors of Builders Capital Mortgage Investment Corp.   

We have read the long form prospectus of Builders Capital Mortgage Corp. (the “Corporation”) dated October 25, 2013  
relating t o t he s ale a nd i ssue of  s ubscription r eceipts of  the C orporation.  W e ha ve c omplied with C anadian ge nerally 
accepted standards for auditors’ involvement with offering documents. 

We consent to the use in the above-mentioned prospectus of our reports to the shareholders of Builders Capital Mortgage 
Investment Corp. on the following statements: 

The statements of financial position of Builders Capital Mortgage Investment Corp. as at December 31, 2012, December 
31, 2011 and January 1, 2011 and the statements of comprehensive income, changes in equity and cash flows for the years 
ended December 31, 2012 and December 31, 2011.  Our report is dated July 11, 2013. 

The balance sheet of Builders Capital Mortgage Investment Corp. as at December 31, 2011 a nd the statement of income 
and retained earnings and cash flows for the year then ended.  Our report is dated April 3, 2012. 

The balance sheet of Builders Capital Mortgage Investment Corp. as at  December 31, 2010 a nd the statement of income 
and retained earnings and cash flows for the year then ended.  Our report is dated September 19, 2011. 

Calgary, Canada                                                                                               (Signed) “DNTW Chartered Accountants, LLP” 
October 25, 2013                                                                                              Chartered Accountants 

 

To the Directors of Builder’s Capital Inc. 

We have read the long form prospectus of Builders Capital Mortgage Corp. (the “Corporation”) dated October 25, 2013  
relating to  t he s ale a nd i ssue o f s ubscription r eceipts of the C orporation.  W e ha ve c omplied with C anadian ge nerally 
accepted standards for an auditors’ involvement with offering documents. 

We consent to the use in the above-noted mentioned prospectus of our reports to the shareholders of Builder’s Capital Inc. 
on the following statements: 

The statements of financial position of Builder’s Capital Inc. as at January 31, 2013, January 31, 2012 and February 1, 2011 
and the statements of comprehensive income, changes in equity and cash flows for the years ended January 31, 2013 and 
January 31, 2012.  Our report is dated July 10, 2013. 

The balance sheet of Builder’s Capital Inc. as at January 31, 2012 and the statement of income and deficit and cash flows 
for the year then ended.  Our report is dated April 3, 2012. 

The balance sheet of Builder’s Capital Inc. as at January 31, 2011 and the statement of loss and deficit and cash flows for 
the year then ended.  Our report is dated July 11, 2013. 

 

Calgary, Canada                                                                                               (Signed) “DNTW Chartered Accountants, LLP” 
October 25, 2013                                                                                              Chartered Accountants 
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Management's Responsibility 

To the Directors of Builders Capital Mortgage Corp. (the “Company”): 

Management is responsible for the preparation and presentation of the accompanying financial statements, including responsibility for 
significant accounting judgments and estimates in accordance with International Financial Reporting Standards. This responsibility 
includes selecting appropriate accounting principles and methods, and making decisions affecting the measurement of transactions in 
which objective judgment is required. 

In discharging its responsibilities for the integrity and fairness of the financial statements, management designs and maintains the 
necessary accounting systems and related internal controls to provide reasonable assurance that transactions are authorized, assets 
are safeguarded and financial records are properly maintained to provide reliable information for the preparation of financial 
statements. 

The Board of Directors is composed primarily of Directors who are neither management nor employees of the Company. The Board is 
responsible for overseeing management in the performance of its financial reporting responsibilities, and for approving the financial 
statements. The Board fulfils these responsibilities by reviewing the financial information prepared by management and discussing 
relevant matters with management and external auditors. The Board is also responsible for recommending the appointment of the 
Company's external auditors. 

MNP LLP, an independent firm of Chartered Accountants, is appointed by the shareholders to audit the financial statements and report 
directly to them; their report follows. The external auditors have full and free access to, and meet periodically and separately with, both 
the Board and management to discuss their audit findings. 

October 25, 2013 

(Signed) 
__________________________________
Director, President and Chief Executive Officer 

"Sandy L. Loutitt"
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Suite 1500, 640 – 5th Ave. S.W., Calgary, Alberta  T2P 3G4  Tel: (403) 263-3385  Fax: (403) 269-8450 

Independent Auditors' Report 

To the Directors of Builders Capital Mortgage Corp.: 

We have audited the accompanying financial statements of Builders Capital Mortgage Corp., which comprise the statement of financial 
position as at April 4, 2013, and the statements of changes in shareholders’ equity and cash flows for the period from inception on March 
28, 2013 to April 4, 2013, and a summary of significant accounting policies and notes. 

Management’s Responsibility for the Financial Statements 

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

Auditors' Responsibility 

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

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

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

Opinion 

In our opinion, the financial statements present fairly, in all material respects, the financial position of Builders Capital Mortgage Corp. as 
at April 4, 2013 and its cash flows for the period from inception on March 28, 2013 to April 4, 2013 in accordance with International 
Financial Reporting Standards. 

Calgary, Alberta 
October 25, 2013 Chartered Accountant 
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Builders Capital Mortgage Corp. 
Statement of Financial Position 

As at April 4, 2013 

The accompanying notes are an integral part of these financial statements 
1 

Assets 
Current assets   

Cash $ 1,000

$ 1,000

Shareholders' Equity 
Share capital  (Note 6) 1,000

$ 1,000

Subsequent event (Note 9) 

The financial statements were approved by the Board of Directors on October 25, 2013 and were signed on its behalf. 

(Signed)  (Signed)
Director Director

"Sandy L. Loutitt" "John Strangway"
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Builders Capital Mortgage Corp. 
Statement of Changes in Shareholders’ Equity 

For the period from inception on March 28, 2013 to April 4, 2013 

The accompanying notes are an integral part of these financial statements 
2 

Share 
Capital 

$ 

Total 
Equity 

 $ 

At inception - -
Share issuance (Note 6) 1,000 1,000

As at April 4, 2013 1,000 1,000
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Builders Capital Mortgage Corp. 
Statement of Cash Flows 

For the period from inception on March 28, 2013 to April 4, 2013 

 

The accompanying notes are an integral part of these financial statements 
3 

 
Cash flows related to the following activities:   

Financing activities      
Issuance of common shares (Note 6)   $ 1,000 

Cash from financing activities  1,000 

Increase in cash  1,000 
Cash resources, beginning of period  - 

Cash, end of period  $ 1,000 
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Builders Capital Mortgage Corp. 
 Notes to the Financial Statements 

For the period from inception on March 28, 2013 to April 4, 2013 

 

4 

1. Incorporation and operations 

Builders Capital Mortgage Corp. (the "Company") was incorporated under the laws of the Province of Alberta on March 28, 2013 
(“Inception”). During the period from Inception to April 4, 2013, the Company’s only transaction was the issuance of voting shares 
to its Directors. The principal business of the Company is to acquire, originate and maintain a portfolio consisting primarily of 
construction mortgages that are secured by development stage residential real property. 

The address of the registered office is 405, 1210-8th Street SW, Calgary, Alberta. 

The financial statements of the Company for the period from inception to April 4, 2013 were authorized for issue in accordance 
with a resolution of the Board of Directors on October 25, 2013. 

The ability of the Company to fund its potential future operations and commitments is dependent upon the ability of the Company 
to obtain additional financing. 

2. Basis of preparation 

Statement of compliance 

The financial statements for the period from inception to April 4, 2013 have been prepared in accordance with International 
Financial Reporting Standards (“IFRS”), as issued by the International Accounting Standards Board (“IASB”). 

These financial statements are the Company’s first financial statements and the Company’s first financial statements prepared 
under IFRS. 

Basis of measurement 

These financial statements are stated in Canadian dollars and were prepared on a going concern basis, under the historical cost 
convention. 

Use of estimates and judgments 

The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates and 
assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. Although these estimates are based on management’s best 
knowledge of the amount, event or actions, actual results ultimately may differ from those estimates. Areas where estimates are 
significant to the financial statements are disclosed in note 5. 

Functional and presentation currency 

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

3. Summary of significant accounting policies 

The principal accounting policies applied in the preparation of these financial statements are set out below.  

Cash  

Cash consists of the proceeds generated on the issuance of common shares. 

Non-derivative financial instruments 

Non-derivative financial instruments are recognized when the Company becomes a party to the contractual provisions of the 
instrument. Financial assets are derecognized when the rights to receive cash flows from the assets have expired or have been 
transferred and the Company has transferred substantially all risks and rewards of ownership. Non-derivative financial instruments 
are recognized initially at fair value plus, for instruments not at fair value through profit or loss, any directly attributable transaction 
costs. 

Subsequent to initial recognition, non-derivative financial instruments are measured as described below: 

Financial instruments at fair value through profit or loss 

Financial assets or financial liabilities are classified as fair value through profit or loss (“FVTPL”) when the financial asset or liability is 
either held for trading or it is designated as such by management on initial recognition. Financial assets or financial liabilities at 
FVTPL are stated at fair value, with any gains or losses arising on remeasurement recognized immediately in the consolidated 
statement of comprehensive income. The net gain or loss recognised in the statement of comprehensive income incorporates any 
dividend or interest earned. The Company has classified the following financial assets as FVTPL: cash. 
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Builders Capital Mortgage Corp. 
 Notes to the Financial Statements 

For the period from inception on March 28, 2013 to April 4, 2013 

 

5 

 
3. Summary of significant accounting policies (continued) 

Equity instruments 

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. 
Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs. 

4. Recent accounting pronouncements  

Certain new standards, interpretations, amendments and improvements to existing standards were issued by the IASB or 
International Financial Reporting Interpretations Committee (“IFRIC”) that are mandatory for accounting periods beginning after 
January 1, 2014 or later periods. The standards impacted that are applicable to the Company are as follows: 

i) IFRS 9, ‘Financial Instruments’ was issued in November 2009 as the first step in its project to replace IAS 39 ‘Financial 
Instruments: Recognition and Measurement’. IFRS 9 introduces new requirements for classifying and measuring financial 
assets that must be applied starting January 1, 2015, with early adoption permitted. The IASB intends to expand IFRS 9 
during the intervening period to add new requirements for classifying and measuring financial liabilities, de-recognition of 
financial instruments, impairment and hedge accounting. The Company is currently assessing the impact of this standard. 

5. Significant accounting estimates and assumptions 

The preparation of the financial statements in conformity with IFRS requires management to make estimates and assumptions that 
affect the reported amounts of assets, liabilities and contingent liabilities at the date of the financial statements and reported amounts 
of revenues and expenses during the reporting period. Estimates and judgments are continuously evaluated and are based on 
management’s experience and other factors, including expectations of future events that are believed to be reasonable under the 
circumstances. Actual outcomes can differ from these estimates.  

The key sources of estimation uncertainty that have a significant risk of causing material adjustment to the amounts recognized in 
the financial statements are: 

Fair value of financial instruments 

The estimated fair value of financial assets and liabilities, by their very nature, are subject to measurement uncertainty. 

6. Share capital 

Authorized 

The Company has authorized an unlimited number of common shares. 

Issued common shares 
 Number of 

Shares $ 
At inception - - 
Shares issued for cash (i) 100 1,000 

As at April 4, 2013 100 1,000 
 
i) During 2013, the Company issued 100 common shares to directors and officers of the Company, at a price of $10.00 per 

share.  
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Builders Capital Mortgage Corp. 
 Notes to the Financial Statements 

For the period from inception on March 28, 2013 to April 4, 2013 
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7. Capital disclosures 

The Company’s capital consists of share capital. The Company’s objectives when managing capital is, with a focus on capital 
preservation, to acquire, originate and maintain a portfolio consisting primarily of construction mortgages that generates 
attractive returns relative to risk in order to permit the Company to pay quarterly distributions to its shareholders. 

The Company sets the amount of capital in relation to risk and manages the capital structure and makes adjustments to it in light 
of changes to economic conditions and the risk characteristics of the underlying assets.  

The Company’s objectives when managing capital are:  

i. to maintain a flexible capital structure, which optimizes the cost of capital at acceptable risk; and 

ii. to maintain investor, creditor and market confidence in order to sustain the future development of the business.  

The Company is not subject to any externally or internally imposed capital requirements at year end. 

8. Financial instruments 

The Company, as part of its operations, carries financial instruments consisting of cash. It is management's opinion that the 
Company is not exposed to significant credit, interest, or currency risks arising from these financial instruments except as 
otherwise disclosed. 

Fair value 

Fair value represents the price at which a financial instrument could be exchanged in an orderly market, in an arm's length 
transaction between knowledgeable and willing parties who are under no compulsion to act. The Company classifies the fair 
value of the financial instruments according to the following hierarchy based on the amount of observable inputs used to value 
the instrument.  

Level 1: Fair value measurements are those derived from quoted prices (unadjusted) in the active market for identical assets or 
liabilities. 

Level 2: Fair value measurements are those derived from inputs other than quoted prices that are observable for the asset or 
liability, either directly (i.e. as prices) or indirectly (derived from prices). 

Level 3: Fair value measurements are those derived from valuation techniques that include inputs for the asset or liability that are 
not based on observable market data.  

The fair value of cash is determined on level 1 inputs. The carrying amount of cash approximates their fair value due to the short-
term maturities of this item. 

Credit Risk 

Credit risk is the risk of loss associated with the counterparty's inability to fulfill its payment obligations. The Company believes it 
has no significant credit risk.  

Market Risk  

Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign exchange rates, and 
commodity and equity prices.  

i. Interest rate risk  
The Company has cash balances and no interest-bearing debt  

ii. Foreign currency risk 
The Company does not have assets or liabilities in foreign currency.   
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Builders Capital Mortgage Corp. 
 Notes to the Financial Statements 

For the period from inception on March 28, 2013 to April 4, 2013 
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9. Subsequent event 

Pursuant to a final prospectus dated April October 25, 2013 to be filed with the securities regulatory authorities in the Provinces of 
British Columbia, Alberta, Saskatchewan, Manitoba and Ontario and an agency agreement (the “Agency Agreement”) with MGI 
Securities Inc., Mackie Research Capital Corporation, Macquarie Private Wealth Inc., Burgeonvest Bick Securities Limited, 
Industrial Alliance Securities Inc., Leede Financial Markets Inc. and PI Financial Corp. (collectively the “Agents”), the Company is 
offering a minimum of $1,200,000 Subscription Receipts at $10 per Subscription Receipt for minimum gross proceeds of 
$12,000,000 and a maximum of 4,000,000 Subscription Receipts at $10 per Subscription Receipt for maximum gross proceeds of 
$40,000,000. Each Subscription Receipt entitles the holders to receive one Class A share, subject to certain conditions. The 
number of Class A shares issued is subject to the options granted under the Agency Agreement and the Over-Allotment Option 
discussed below. The completion of the offering is dependent upon the issuance by regulatory authorities of a receipt in respect of 
the Company’s prospectus. 

The net proceeds under the minimum and maximum offering will be approximately $11,280,000 and $37,600,000 respectively, net 
of a cash fee equal to 2% of the gross proceeds received from sales to persons identified on the president’s list, a cash fee of 6% 
of the gross proceeds received from all other sales by the Agents and other transaction costs. 

As additional consideration, the Company will grant to the Agents at closing Agents’ Compensation Options equal to 6% of the 
aggregate number of Subscription Receipts sold. Each Agents’ Compensation Option entitles the Agents to purchase one Class A 
Shares of the Company exercisable at the opening price for a period of three years from the closing of the offering.  

In addition, the Company has granted to the Agents the Over-Allotment Option to purchase additional Subscription Receipts or 
Class A Shares representing 15% of the aggregate of the number of Subscription Receipts sold under the offering. The Over-
Allotment Option is exercisable in whole or in part from time to time, not later than 30 days following the closing of the offering. 

Professional, listing, filing fees and other expenses of the Company to complete the offering are estimated at approximately 
$560,000. 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 

Condensed Interim Financial Statements 

June 30, 2013 

(Unaudited) 
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The accompanying notes are an integral part of these financial statements  1 

BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Condensed Interim Statement of Financial Position 
As at June 30, 2013 
(Unaudited) 

June 30 December 31 
2013 2012 

ASSETS 
CURRENT 

Cash  $         3,484 $      16,246 
Mortgages receivable (Note 5) 10,302,439 8,711,136 
Due from related parties (Note 6) 5,259 5,372 

$10,311,182 $ 8,732,754 

LIABILITIES AND SHAREHOLDERS' EQUITY 
CURRENT 

Accounts payable and accrued liabilities  $        15,249 $        10,801 
 Dividends payable 295,041 202,662 
 Debenture (Note 7) 814,400 2,116,754 

1,124,690 2,330,217 

SHAREHOLDERS' EQUITY 
 Share capital (Note 9) 9,186,492  6,402,537 

Retained earnings -  - 

9,186,492 6,402,537 

$10,311,182 $ 8,732,754 

ON BEHALF OF THE BOARD 

_____________________________ Director 

_____________________________ Director 
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The accompanying notes are an integral part of these financial statements  2 

BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Condensed Interim Statement of Comprehensive Income 
Six Months Ended June 30, 2013 
(Unaudited) 

2013  2012 

REVENUE 
Mortgage interest revenue  $ 567,424 $ 382,942 
Lender's fees and other income 18,263 22,788 

585,687 405,730 

EXPENSES 
 Interest  16,335 28,641 
 Bad debts  45,000 20,521 

Professional fees and compliance costs 9,138 8,261 
 Office and sundry 87 438 

70,560 57,861 

COMPREHENSIVE INCOME $ 515,127 $ 347,869 

EARNINGS AND FULLY DILUTED EARNINGS PER SHARE $6.50 $6.60

WEIGHTED AVERAGE NUMBER OF SHARES OUTSTANDING 79,190 52,680
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The accompanying notes are an integral part of these financial statements  3 

BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Condensed Interim Statement of Comprehensive Income 
Three Months Ended June 30, 2013 
(Unaudited) 

2013  2012 

REVENUE 
Mortgage interest revenue  $ 312,630 $ 214,821 
Lender's fees and other income 14,491 21,003 

327,121 235,824 

EXPENSES 
 Interest  6,444 27,936 
 Bad debts  22,500 20,365 

Professional fees and compliance costs 3,000 4,120 
 Office and sundry 54 101 

31,998 52,522 

COMPREHENSIVE INCOME $ 295,123 $ 183,302 

EARNINGS PER SHARE $3.34 $3.56

WEIGHTED AVERAGE NUMBER OF SHARES OUTSTANDING 88,400 51,490
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The accompanying notes are an integral part of these financial statements  4 

BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Condensed Interim Statement of Changes in Equity 
Six Months Ended June 30, 2013 
(Unaudited) 

SHARE CAPITAL 2013 2012

Balance, beginning of period  $ 6,402,537  $ 4,957,005 
Proceeds from new investments 3,368,600 382,992 
Proceeds from reinvested dividends 192,055 140,339 
Common share redemptions (776,700)  (59,000) 

Balance, end of period $ 9,186,492   $ 5,421,336 

RETAINED EARNINGS 2013 2012

Balance, beginning of period  $      -  $       - 
Net income  515,127  347,869 
Dividends (Note 8)  (515,127) (347,869) 

Balance, end of period  $      - $       - 

TOTAL EQUITY  $ 9,186,492  $ 5,421,336 
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The accompanying notes are an integral part of these financial statements  5 

BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Condensed Interim Statement of Cash Flows 
Six Months Ended June 30, 2013 
(Unaudited) 

 
 
  2013  2012 

 
OPERATING ACTIVITIES 
Net income $     515,127  $     347,869 
Changes in non-cash working capital: 
 Increase in mortgages receivable (1,591,303) (2,393,826) 
 Increase (decrease) in accounts payable and accrued liabilities  4,448 (1,196) 
 Decrease (increase) in due from related parties 113 (8,764) 
 Increase in dividends payable 92,379 39,584 

 
 
Cash flow from (used by) operating activities (979,236) (2,016,333) 

  
FINANCING ACTIVITIES 
 Distributions to shareholders (515,127) (347,869) 
 Proceeds from new investments 3,560,655 520,992 
 Common share redemptions (776,700) (56,402) 
 Increase (decrease) in debenture (1,302,354) 2,075,678 

 
 
Cash flow from financing activities 966,474 2,192,399 

 
 
INCREASE (DECREASE) IN CASH  (12,762) 176,066 
Cash - beginning of period 16,246 22,187 

 
  
CASH – END OF PERIOD $       3,484 $    198,253 

 
 
 
CASH FLOWS SUPPLEMENTARY INFORMATION  
 Interest paid  $     42,421 $        6,083 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
June 30, 2013 
(Unaudited) 

 
 
1. DESCRIPTION OF BUSINESS 

 
Builder's Capital Mortgage Investment Corp. (the "Corporation") was incorporated under the Business 
Corporations Act of Alberta on October 26, 2005. The Corporation was formed to provide mortgages 
primarily to building contractors during the course of construction in Alberta.  The Company is a Mortgage 
Investment Corporation as defined in Section 130.1(6) of the Income Tax Act (Canada). Accordingly, the 
Company is not taxed on its income provided that its taxable income is fully distributed to shareholders as 
dividends within 90 days after December 31 each year.  The registered office of the Corporation is Suite 
700, 1300 - 8th Street SW Calgary, Alberta and its principal place of operations is located at 405, 1210 - 
8th Street SW Calgary, Alberta. These financial statements were approved and authorized for issuance 
by the Board of Directors on September 10, 2013. 
 
2. BASIS OF PRESENTATION 
 
Statement of compliance 
These condensed interim financial statements have been prepared in accordance with International 
Accounting Standard 34 Interim Financial Reporting (IAS 34) as issued by the International Accounting 
Standards Board (IASB). These condensed interim financial statements should be read in conjunction 
with the company’s audited financial statements for the year ended December 31, 2012. In particular, 
the company’s significant accounting policies as presented in Note 3 of the financial statements for the 
year ended December 31, 2012, have been consistently applied in the preparation of these condensed 
interim financial statements. 
 
Functional and presentation currency 
These financial statements are presented in Canadian dollars, which is the Corporation's functional 
currency. 
 
Basis of measurement 
The financial statements have been prepared on the historical cost basis except for certain financial 
instruments that are measured at fair value, as explained in the accounting policies below. Fair value is 
generally based on the fair value of the consideration given in exchange for assets. The financial 
statements have also been prepared on the basis that the Corporation will continue to operate as a going 
concern, which contemplates the realization of assets and the settlement of liabilities and commitments in 
the normal course of business. 
 
Use of estimates and judgements 
The preparation of financial statements in conformity with IFRS requires management to make 
judgments, estimates and assumptions that affect the application of accounting policies and the reported 
amounts of assets, liabilities, income and expenses. Actual results of deferred income taxes and 
allowance for mortgage losses may differ from these estimates. Estimates and judgments are continually 
evaluated and are based on historical experience and other factors, including expectations of future 
events that are believed to be reasonable under the circumstances. Accounting estimates will, by 
definition, seldom equal the actual results. Revisions to accounting estimates are recognized in the period 
in which the estimates are revised and in any future periods affected. 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
June 30, 2013 
(Unaudited) 

 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Cash and cash equivalents 
Cash includes cash on hand and bank deposits. The carrying amounts approximate fair value because 
they have maturities at the date of purchase of less than ninety days.  
 
Mortgages 
Mortgages consist of the principal portion of mortgages, accrued interest and allowances for mortgage 
losses. Mortgages receivable are stated at their amortized cost less any provision for losses on 
mortgages that are identified as impaired or in default. Impairment is assessed on a mortgage by 
mortgage basis taking into account specific circumstances. The Corporation classifies a mortgage loan as 
impaired when, in the opinion of management, there is reasonable doubt as to the collectability, either in 
whole or in part, of principal or interest. 
 
Allowance for investment impairment 
Allowance for investment impairment represents specific provisions established as a result of reviews of 
individual investments and groups of investments. Specific allowances are established by reviewing the 
value of the collateral underlying the loan. General allowances are established by reviewing specific 
arrears and current economic conditions. Restructured investments are not considered impaired where 
reasonable assurance exists that the borrower will meet the terms of the modified debt agreement. 
Investments are classified as impaired, and a provision for loss is established, when there is no longer 
reasonable assurance of the timely collection of the full amount of principal or interest. Loans are 
classified as impaired on a case by case basis. Impaired loans are written down unless they are fully 
secured or collection efforts are reasonably expected to result in repayment of the debt. The Corporation 
reviews its mortgage receivable at each financial statement date to assess whether an impairment loss 
should be recorded. In the event that a loan is considered impaired, the accrual of interest is 
discontinued. In the event that the carrying amount of the loan exceeds the estimated realizable value, 
the loan is written down to the realizable value. 
 
Earnings per share 
Earnings per share are calculated based on the weighted average number of shares outstanding during 
the period. The diluted earnings per share reflects the potential dilution of common share equivalents, 
such as outstanding stock options and outstanding warrants, in the weighted average number of common 
shares outstanding during the year, if dilutive. The Corporation follows the treasury method of calculating 
diluted earnings per share. The method assumes that any proceeds from the exercise of stock options 
and other dilutive instruments would be used to purchase common shares at the average market price 
during the period. 
 
Revenue recognition 
Interest on investments is recorded on the accrual basis except when a loan is considered to be 
nonperforming. Interest income on non-performing loans is recognized on a cash basis but only after any 
specific provision for impairment has been recovered, and provided there is no further doubt as to the 
collectability of the principal amount. Revenue or loss from the sale of foreclosed properties is recorded 
when title has transferred and collectability is reasonably assured. 
 
Lender's fees are charged by the Corporation when the application for mortgage is processed and cash is 
advanced to the mortgagors. The lender's fee is generally charged at 0.5% of the total mortgage granted 
to the mortgagee.  
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
June 30, 2013 
(Unaudited) 

 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Financial instruments 
Financial assets 
All financial assets are initially recorded at fair value and designated upon inception into one of the 
following four categories: loans and receivables, held to maturity, available for sale or fair value through 
profit or loss (FVTPL). 
 
Financial assets classified as loans and receivables and held to maturity are measured at amortized cost 
using the effective interest method less any allowance for impairment. The effective interest method is a 
method of calculating the amortized cost of a financial asset and of allocating interest income over the 
relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts 
(including all fees paid or received that form an integral part of the effective interest rate, transaction costs 
and other premiums or discounts) through the expected life of the financial asset, or, where appropriate, a 
shorter period. 
 
Financial assets classified as available for sale are measured at fair value with unrealized gains and 
losses recognized in other comprehensive income (loss) except for losses in value that are considered 
other than temporary or a significant or prolonged decline in the fair value of that investment below its 
cost. 
 
Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses 
recognized through profit and loss. 
 
Transactions costs associated with FVTPL financial assets are expensed as incurred, while transaction 
costs associated with all other financial assets are included in the initial carrying amount of the asset. 
 
Impairment of financial assets 
The Corporation assesses, at each balance sheet date, whether there is any objective evidence that a 
financial asset is impaired. A financial asset or a group of financial assets is deemed to be impaired if, 
and only if, there is objective evidence of impairment as a result of one or more events that have occurred 
after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on the 
estimated future cash flows of the financial asset or the group of financial assets that can be reliably 
estimated. Evidence of impairment may include indications that the debtors or a group of debtors is 
experiencing significant financial difficulty, default or delinquency in interest or principal payments, the 
probability that they will enter bankruptcy or other financial reorganization and where observable data 
indicate that there is a measurable decrease in the estimated future cash flows, such as changes in 
arrears or economic conditions that correlate with defaults. Impairment losses on financial assets carried 
at amortized cost are reversed in subsequent periods if the amount of the loss decreases and the 
decrease can be related objectively to an event occurring after the impairment was recognized. 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
June 30, 2013 
(Unaudited) 

 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Financial liabilities 
All financial liabilities are initially recorded at fair value and designated upon inception as FVTPL or other 
financial liabilities. 
 
Financial liabilities classified as other financial liabilities are initially recognized at fair value less directly 
attributable transaction costs. After initial recognition, other financial liabilities are subsequently measured 
at amortized cost using the effective interest method. The effective interest method is a method of 
calculating the amortized cost of a financial liability and of allocating interest expense over the relevant 
period. The effective interest rate is the rate that exactly discounts estimated future cash payments 
through the expected life of the financial liability, or where appropriate, a shorter period. 
 
Financial liabilities classified as FVTPL include financial liabilities held for trading and financial liabilities 
designated upon initial recognition as FVTPL. Derivatives, including separated embedded derivatives, are 
also classified as held for trading unless they are designated as effective hedging instruments. 
Transaction costs on financial liabilities classified as FVTPL are expensed as incurred. At the end of each 
reporting period subsequent to initial recognition, financial liabilities classified as FVTPL are measured at 
fair value, with changes in fair value recognized directly in profit or loss in the period in which they arise. 
The net gain or loss recognized in profit or loss excludes any interest paid on the financial liabilities. 
 
Recent accounting pronouncements 
Financial Instruments 
The IASB, International Accounting Standards Board, intends to replace IAS 39, Financial Instruments: 
Recognition and Measurements with IFRS 9, Financial Instruments. IFRS 9 will be published in three 
phases, of which the first phase has been published.  
 
For financial assets, IFRS 9 uses a single approach to determine whether a financial asset is measured 
at amortized cost or fair value, and replaces the multiple rules in IAS 39. The approach in IFRS 9 is based 
on how an entity manages its financial instruments in the context of its business model and the 
contractual cash flow characteristics of the financial assets. The new standard also requires a single 
impairment method to be used. For financial liabilities, the approach to the fair value option may require 
different accounting for changes to the fair value of a financial liability as a result of changes to an entity's 
own credit risk. 
 
IFRS 9 is effective for annual periods beginning on or after January 1, 2015 with different transitional 
arrangements depending on the date of initial application. The Company will evaluate the impact of 
adopting IFRS 9 when in management’s opinion, relevant amounts become material to affect the 
presentation in the financial statements. 
 
Fair Value Measurement 
This new standard sets out a single IFRS framework for measuring fair value and establishes disclosure 
requirements for fair value measurements. This standard is effective for annual periods commencing on 
or after January 1, 2013 with earlier adoption permitted. IFRS 13, Fair Value Measurement, requires 
minimal disclosure changes in the Company’s financial statements. 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
June 30, 2013 
(Unaudited) 

 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Income Taxes 
IAS 12, Income Taxes, was amended to introduce an exception to the existing principle for the 
measurement of deferred tax assets or liabilities arising on investment property measured at fair value. As 
a result of the amendment, there is a rebuttable presumption that the carrying amount of the investment 
property will be recovered through sale when considering the expected manner of recovery or settlement. 
SIC-21, Income Taxes – Recovery of Revalued Non-Depreciable Assets, will no longer apply to 
investment properties carried at fair value. The amendment also incorporates into IAS 12 the remaining 
guidance previously contained in SIC-21, which is withdrawn. The amendment is effective for annual 
periods beginning on or after July 1, 2012 with earlier application permitted. 
 
There have been amendments to existing standards, including IAS 27, Separate Financial Statements, 
and IAS 28, Investments in Associates and Joint Ventures. IAS 27 addresses accounting for subsidiaries, 
jointly controlled entities and associates in non-consolidated financial statements. IAS 28 has been 
amended to include joint ventures in its scope and to address the changes in IFRS 10-12. 
 
Presentation of Items of Other Comprehensive Income 
In June 2011, the IASB issued an amendment to IAS 1, Presentation of Financial Statements requiring 
corporations to group items presented within Other Comprehensive Income based on whether they may 
be subsequently reclassified to profit or loss. Retrospective application of this amendment is effective for 
fiscal years beginning on or after July 1, 2012, with earlier adoption permitted. There will be no significant 
impact to the Company upon implementation of the amended standard. 
 
4. FINANCIAL INSTRUMENTS 
 
The Corporation's financial instruments include cash, mortgages receivable, accounts payable and 
accrued liabilities, due to related parties and debentures. 
 
Classification of these financial instruments are as follows: 
 
Cash is classified at “fair value through profit and loss.” 
 
Mortgages receivable are classified as "loans and receivables". After their initial fair value measurement, 
they are measured at amortized cost using the effective interest rate method; and 
 
Accounts payable and accrued liabilities, due to related parties and debentures are classified as "other 
financial liabilities". After their initial fair value measurement, they are measured at amortized cost using 
the effective interest rate method. 
 
Risk management policy 
Risk management relates to the understanding and active management of risks associated with all areas 
of the operations and the associated operating environment. All mortgages are current with receipt of  
payments due within one year. 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
June 30, 2013 
(Unaudited) 

 
 
4. FINANCIAL INSTRUMENTS (continued) 
 
Credit risk 
Credit risk arises from the possibility that mortgagors may experience financial difficulty and be unable to 
fulfill their mortgage commitments. The Corporation mitigates this risk by having well established lending 
policies in place that ensure mortgages are well secured and by limiting its exposure to any one 
mortgagor. There are no significant concentrations of credit risk as the average mortgage amount as at 
June 30, 2013 was $572,357 (December 31, 2012 - $483,952) and the largest mortgage was $1,555,714 
(December 31, 2012 - $1,940,348). 
 
Interest rate price risk 
Interest rate price risk arises from the possibility that at the end of a mortgage's term it will be repriced to 
a prevailing interest rate lower than the original one. This risk is mitigated by the fact that the Corporation 
is not as exposed to market mortgage rates because there is no specific market for mortgages of similar 
type, terms and credit risk. This has allowed the Corporation to renew its mortgages at higher rates. 
Mortgages are issued with 1 year terms and have fixed interest rates. The Corporation's debt is 
comprised of promissory notes with fixed interest rates.  
 
Liquidity risk 
Liquidity risk is the risk that the Corporation will encounter difficulty in meeting obligations associated with 
financial liabilities. Liquidity risk is measured by reviewing the Corporation's future net cash flows for the 
possibility of a negative net cash flow. The Corporation manages its liquidity risk by ensuring cash from 
operations is sufficient to meet operating needs as well as through the sale of assets or the short term 
borrowings secured by assets. Liquidity risk is also mitigated by the terms offered to investors which state 
that all redemptions are at the discretion of management and are dependent on the circumstances 
 
5. MORTGAGES RECEIVABLE 
   June 30  December 31 
  Number 2013 Number 2012 

 
 
Residential 6 $  1,229,745 9 $ 1,795,169 
Residential construction 12 9,072,694 10 6,915,967 

 
 
  18 $10,302,439 18 $ 8,711,136 

 
 
Mortgages receivable are shown net of allowance for investment impairment of $119,745 (December 31, 
2012 - $153,947).  They are secured by the real property to which they relate and bear interest at a 
weighted average rate of 13.9% per annum (December 31, 2012 – 14%).  All are due within one year. 
 
The full amount of the Corporation’s mortgages have been pledged to the Canadian Western Bank as 
security for a line of credit in the name of a related party.  See note 6 below.  
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Notes to Financial Statements 
June 30, 2013 
(Unaudited) 

 
 
6. DUE FROM RELATED PARTIES 
 
The Corporation is related to Builders Capital Management Corp. (“BCMC”) by virtue of a common 
shareholder, directors, and management. BCMC provides management service to the Corporation.  The 
management corporation is compensated for these services by fees charged directly to the Corporation’s 
borrowers. 
 
BCMC also provides access to a $2.5 million line of credit to assist in funding mortgage draws.  When the 
Corporation utilizes this line of credit, it pays its proportionate share of the interest.  The Corporation’s 
mortgages are pledged as security for this line of credit.  During the period, guarantee fees received from 
BCMC net of interest expense totaled $10,852 (six months to June 30, 2012 - $8,069).  At period end, 
$5,259 was receivable from BCMC (December 31, 2012 - $5,372) and accounts payable included $4,500 
owing to BCMC (December 31, 2012 - nil) 
 
The Corporation is related to Builder's Capital Inc. ("BCI") by virtue of common shareholder, directors and 
management. BCI invests in mortgage contracts along with the Corporation.  At June 30, 2013 the 
Corporation has co-invested in 12 mortgages, its share of which totals $9,157,707 (December 31, 2012 – 
9 mortgages totaling $7,011,374). 
 
Transactions between related parties are in the normal course of operations and are measured at the 
exchange amount, which is the amount of consideration established and agreed to by the related parties. 
 
7. DEBENTURE 
  June 30 December 31 
  2013 2012 

 
 
Debenture bearing interest at 10% per annum, payable at 
Maturity, due January 15, 2013; secured by the Corporation’s 
personal property $             - $ 2,116,754 
 
Debenture bearing interest at 10% per annum, payable at 
Maturity, due August 23, 2013; secured by the Corporation’s 
personal property  814,400            - 

 
 
  $ 814,000 $ 2,116,754 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
June 30, 2013 
(Unaudited) 

 
 
8. DIVIDENDS 
 
The Corporation intends to make dividend payments to the shareholders on a quarterly basis.  The 
operating policies of the Corporation set out that the Corporation intends to distribute to shareholders 
within 90 days after the year end 100% of the net income of the Corporation determined in accordance 
with the Income Tax Act (Canada), subject to certain adjustments. 
 
9. SHARE CAPITAL 
 
Authorized: 

Unlimited voting, non-cumulative common shares 
  Number of shares Consideration 

 
 
 Issued: 

Balance, December 31, 2012  64,025 $ 6,402,537 
Issued for cash 33,686 3,368,600  
Issued through dividend reinvestment plan 1,920 192,055 
Redeemed (7,767) (776,700) 

 
 
Balance, June 30, 2013 91,864 $ 9,186,492 

 
 
10. CAPITAL MANAGEMENT 
 
The Corporation’s objective when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns to shareholders. The Corporation manages the capital 
structure and makes adjustments to it in light of changes in economic conditions and the risk 
characteristics of the underlying assets. The Corporation’s objective is met by retaining adequate equity 
to provide for the possibility that cash flows from assets will not be sufficient to meet future cash flow 
requirements. The Board of Directors does not establish quantitative return on capital criteria for 
management. The Corporation defines capital as the aggregate of total equity, cash and debt. The 
Corporation is not subject to any externally imposed cash flow requirements. 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Condensed Interim Statement of Financial Position 
As at March 31, 2013 
(Unaudited) 

 
 
   March 31 December 31 
   2013 2012 

 
ASSETS 
CURRENT 
 Cash  $        1,187 $      16,246 
 Mortgages receivable  8,079,826 8,711,136 
 Due from related parties (Note 7) 2,609 5,372  

 
 
   $ 8,083,622 $ 8,732,754 

 
 
LIABILITIES AND SHAREHOLDERS' EQUITY 
CURRENT 
 Accounts payable and accrued liabilities  $        12,554 $        10,801 
 Dividends payable 219,776 202,662 
 Debenture (Note 5) - 2,116,754 

 
    
   232,330 2,330,217 

 
 
SHAREHOLDERS' EQUITY 
 Share capital (Note 8)  7,851,292  6,402,537 
 Retained earnings -  - 

 
 
   7,851,292 6,402,537 

 
 
   $ 8,083,622 $ 8,732,754 

 
 
 
 
ON BEHALF OF THE BOARD 
 
_____________________________ Director 
 
_____________________________ Director 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Condensed Interim Statement of Comprehensive Income 
Three Months Ended March 31, 2013 
(Unaudited) 

 
    
  2013  2012 

 
REVENUE 
 Mortgage interest revenue  $ 254,794 $ 168,120  
 Lender's fees and other income 3,793 1,785 

 
 
  258,587 169,905 

 
 
EXPENSES 
 Interest  9,891 705  
 Bad debts  22,500 156 
 Professional fees and compliance costs 6,138 4,141 
 Office and sundry 32 337 

 
 
  38,561 5,339 

 
 
COMPREHENSIVE INCOME $ 220,026 $ 164,566 

 
 
EARNINGS AND FULLY DILUTED EARNINGS PER SHARE  $3.15 $3.22 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Condensed Interim Statement of Changes in Equity 
Three Months Ended March 31, 2013 
(Unaudited) 

 
  
    
SHARE CAPITAL   2013 2012  

 
 
Balance, beginning of period    $ 6,402,537  $ 4,957,005 
Proceeds from new investments   1,758,600 382,992 
Proceeds from reinvested dividends   81,855 67,582 
Common share redemptions   (391,700)  (34,000)   

 
 
Balance, end of period    $ 7,851,292   $ 5,373,579 

 
 
 
  
RETAINED EARNINGS   2013 2012 

 
 
Balance, beginning of period    $                -  $                 - 
Net income     220,026  164,566 
Dividends   (220,026) (164,566) 

 
 
Balance, end of period      $                - $                 - 

 
 
 
TOTAL EQUITY     $ 7,851,292  $ 5,373,579 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Condensed Interim Statement of Cash Flows 
Three Months Ended March 31, 2013 
(Unaudited) 

 
 
  2013  2012 

 
OPERATING ACTIVITIES 
Net income $     220,026  $     164,566 
Changes in non-cash working capital: 
 Decrease (increase) in mortgages receivable 631,310 (255,205) 
 Increase (decrease) in accounts payable and accrued liabilities  1,753 (8,821) 
 Increase in due to related parties 2,763 (2,226) 
 Increase in dividends payable 17,114 18,964 

 
 
Cash flow from (used by) operating activities 872,966 (82,722) 

  
FINANCING ACTIVITIES 
 Distributions to shareholders (220,026) (164,566) 
 Proceeds from new investments 1,840,455 450,574 
 Common share redemptions (391,700) (34,000) 
 Increase (decrease) in debenture (2,116,754) - 

 
 
Cash flow from financing activities (888,025) 252,008 

 
 
INCREASE (DECREASE) IN CASH  (15,059) 169,286 
Cash - beginning of period 16,246 22,187 

 
  
CASH – END OF PERIOD $       1,187 $    191,473 

 
 
CASH FLOWS SUPPLEMENTARY INFORMATION  
 Interest paid  $       9,891 $            705 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
March 31, 2013 
(Unaudited) 

 
 
1. DESCRIPTION OF BUSINESS 

 
Builder's Capital Mortgage Investment Corp. (the "Corporation") was incorporated under the Business 
Corporations Act of Alberta on October 26, 2005. The Corporation was formed to provide mortgages 
primarily to building contractors during the course of construction in Alberta.  The Company is a Mortgage 
Investment Corporation as defined in Section 130.1(6) of the Income Tax Act (Canada). Accordingly, the 
Company is not taxed on its income provided that its taxable income is fully distributed to shareholders as 
dividends within 90 days after December 31 each year.  The registered office of the Corporation is Suite 
700, 1300 - 8th Street SW Calgary, Alberta and its principal place of operations is located at 405, 1210 - 
8th Street SW Calgary, Alberta. These financial statements were approved and authorized for issuance 
by the Board of Directors on July 15, 2013. 
 
2. BASIS OF PRESENTATION 
 
Statement of compliance 
These condensed interim financial statements have been prepared in accordance with International 
Accounting Standard 34 Interim Financial Reporting (IAS 34) as issued by the International Accounting 
Standards Board (IASB). These condensed interim financial statements should be read in conjunction 
with the company’s audited financial statements for the year ended December 31, 2012. In particular, 
the company’s significant accounting policies as presented in Note 3 of the financial statements for the 
year ended December 31, 2012, have been consistently applied in the preparation of these condensed 
interim financial statements. 
 
Functional and presentation currency 
These financial statements are presented in Canadian dollars, which is the Corporation's functional 
currency. 
 
Basis of measurement 
The financial statements have been prepared on the historical cost basis except for certain financial 
instruments that are measured at fair value, as explained in the accounting policies below. Fair value is 
generally based on the fair value of the consideration given in exchange for assets. The financial 
statements have also been prepared on the basis that the Corporation will continue to operate as a going 
concern, which contemplates the realization of assets and the settlement of liabilities and commitments in 
the normal course of business. 
 
Use of estimates and judgements 
The preparation of financial statements in conformity with IFRS requires management to make 
judgments, estimates and assumptions that affect the application of accounting policies and the reported 
amounts of assets, liabilities, income and expenses. Actual results of deferred income taxes and 
allowance for mortgage losses may differ from these estimates. Estimates and judgments are continually 
evaluated and are based on historical experience and other factors, including expectations of future 
events that are believed to be reasonable under the circumstances. Accounting estimates will, by 
definition, seldom equal the actual results. Revisions to accounting estimates are recognized in the period 
in which the estimates are revised and in any future periods affected. 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
March 31, 2013 
(Unaudited) 

 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Cash and cash equivalents 
Cash includes cash on hand and bank deposits. The carrying amounts approximate fair value because 
they have maturities at the date of purchase of less than ninety days.  
 
Inventory 
Inventory is measured at the lower of cost or net realizable value. Net realizable value is the estimated 
selling price in the ordinary course of business less the estimated costs of completion and the estimated 
costs necessary to make the sale. Cost is determined by specific identification method. Inventory includes 
real estate that has been foreclosed on. 
 
Mortgages 
Mortgages consist of the principal portion of mortgages, accrued interest and allowances for mortgage 
losses. Mortgages receivable are stated at their amortized cost less any provision for losses on 
mortgages that are identified as impaired or in default. Impairment is assessed on a mortgage by 
mortgage basis taking into account specific circumstances. The Corporation classifies a mortgage loan as 
impaired when, in the opinion of management, there is reasonable doubt as to the collectability, either in 
whole or in part, of principal or interest. 
 
Allowance for investment impairment 
Allowance for investment impairment represents specific provisions established as a result of reviews of 
individual investments and groups of investments. Specific allowances are established by reviewing the 
value of the collateral underlying the loan. General allowances are established by reviewing specific 
arrears and current economic conditions. Restructured investments are not considered impaired where 
reasonable assurance exists that the borrower will meet the terms of the modified debt agreement. 
Investments are classified as impaired, and a provision for loss is established, when there is no longer 
reasonable assurance of the timely collection of the full amount of principal or interest. Loans are 
classified as impaired on a case by case basis. Impaired loans are written down unless they are fully 
secured or collection efforts are reasonably expected to result in repayment of the debt. The Corporation 
reviews its mortgage receivable at each financial statement date to assess whether an impairment loss 
should be recorded. In the event that a loan is considered impaired, the accrual of interest is 
discontinued. In the event that the carrying amount of the loan exceeds the estimated realizable value, 
the loan is written down to the realizable value. Mortgages receivable are shown net of allowance for 
investment impairment of $97,259 (December 31, 2012 - $153,947). 
 
Provisions 
Provisions are recognized when the Corporation has a present obligation (legal or constructive) as a 
result of a past event, it is probable that the Corporation will be required to settle the obligation, and a 
reliable estimate can be made of the amount of the obligation. The amount recognized as a provision is 
the best estimate of the consideration required to settle the present obligation at the end of the reporting 
period, taking into account the risks and uncertainties surrounding the obligation. When a provision is 
measured using the cash flows estimated to settle the net present obligation, its carrying amount is the 
present value of those cash flows (when the effect of the time value of money is material). When some or 
all of the economic benefits required to settle a provision are expected to be recovered from a third party, 
a receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the 
amount of the receivable can be measured reliably. 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
March 31, 2013 
(Unaudited) 

 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Earnings per share 
Earnings per share is calculated based on the weighted average number of shares outstanding during the 
period. The diluted earnings per share reflects the potential dilution of common share equivalents, such 
as outstanding stock options and outstanding warrants, in the weighted average number of common 
shares outstanding during the year, if dilutive. The Corporation follows the treasury method of calculating 
diluted earnings per share. The method assumes that any proceeds from the exercise of stock options 
and other dilutive instruments would be used to purchase common shares at the average market price 
during the period. 
 
Revenue recognition 
Interest on investments is recorded on the accrual basis except when a loan is considered to be 
nonperforming. Interest income on non-performing loans is recognized on a cash basis but only after any 
specific provision for impairment has been recovered, and provided there is no further doubt as to the 
collectability of the principal amount. Revenue or loss from the sale of foreclosed properties is recorded 
when title has transferred and collectability is reasonably assured. 
 
Lender's fees are charged by the Corporation when the application for mortgage is processed and cash is 
advanced to the mortgagors. The lender's fee is generally charged at 0.5% of the total mortgage granted 
to the mortgagee. 
 
Income taxes 
The Corporation accounts for income taxes using the asset and liability method of accounting. Under this 
method, future income tax assets and future income tax liabilities are recorded based on temporary 
differences between the financial reporting basis of the Corporation's assets and liabilities and their 
corresponding tax basis. The future benefits of income tax assets, including unused tax losses, are 
recognized subject to a valuation allowance, to the extent that it is more likely than not that such losses 
will be ultimately utilized. These future income tax assets and liabilities are measured using substantially 
enacted tax rates and laws that are expected to apply when the tax assets or liabilities are to be settled or 
realized. 
 
Financial instruments 
Financial assets 
All financial assets are initially recorded at fair value and designated upon inception into one of the 
following four categories: loans and receivables, held to maturity, available for sale or fair value through 
profit or loss (FVTPL). 
 
Financial assets classified as loans and receivables and held to maturity are measured at amortized cost 
using the effective interest method less any allowance for impairment. The effective interest method is a 
method of calculating the amortized cost of a financial asset and of allocating interest income over the 
relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts 
(including all fees paid or received that form an integral part of the effective interest rate, transaction costs 
and other premiums or discounts) through the expected life of the financial asset, or, where appropriate, a 
shorter period. 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
March 31, 2013 
(Unaudited) 

 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Financial assets classified as available for sale are measured at fair value with unrealized gains and 
losses recognized in other comprehensive income (loss) except for losses in value that are considered 
other than temporary or a significant or prolonged decline in the fair value of that investment below its 
cost. 
 
Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses 
recognized through profit and loss. 
 
Transactions costs associated with FVTPL financial assets are expensed as incurred, while transaction 
costs associated with all other financial assets are included in the initial carrying amount of the asset. 
 
Impairment of financial assets 
The Corporation assesses, at each balance sheet date, whether there is any objective evidence that a 
financial asset is impaired. A financial asset or a group of financial assets is deemed to be impaired if, 
and only if, there is objective evidence of impairment as a result of one or more events that have occurred 
after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on the 
estimated future cash flows of the financial asset or the group of financial assets that can be reliably 
estimated. Evidence of impairment may include indications that the debtors or a group of debtors is 
experiencing significant financial difficulty, default or delinquency in interest or principal payments, the 
probability that they will enter bankruptcy or other financial reorganization and where observable data 
indicate that there is a measurable decrease in the estimated future cash flows, such as changes in 
arrears or economic conditions that correlate with defaults. Impairment losses on financial assets carried 
at amortized cost are reversed in subsequent periods if the amount of the loss decreases and the 
decrease can be related objectively to an event occurring after the impairment was recognized. 
 
Financial liabilities 
All financial liabilities are initially recorded at fair value and designated upon inception as FVTPL or other 
financial liabilities. 
 
Financial liabilities classified as other financial liabilities are initially recognized at fair value less directly 
attributable transaction costs. After initial recognition, other financial liabilities are subsequently measured 
at amortized cost using the effective interest method. The effective interest method is a method of 
calculating the amortized cost of a financial liability and of allocating interest expense over the relevant 
period. The effective interest rate is the rate that exactly discounts estimated future cash payments 
through the expected life of the financial liability, or where appropriate, a shorter period. 
 
Financial liabilities classified as FVTPL include financial liabilities held for trading and financial liabilities 
designated upon initial recognition as FVTPL. Derivatives, including separated embedded derivatives, are 
also classified as held for trading unless they are designated as effective hedging instruments. 
Transaction costs on financial liabilities classified as FVTPL are expensed as incurred. At the end of each 
reporting period subsequent to initial recognition, financial liabilities classified as FVTPL are measured at 
fair value, with changes in fair value recognized directly in profit or loss in the period in which they arise. 
The net gain or loss recognized in profit or loss excludes any interest paid on the financial liabilities. 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
March 31, 2013 
(Unaudited) 

 
 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Recent accounting pronouncements 
Financial Instruments 
The IASB, International Accounting Standards Board, intends to replace IAS 39, Financial Instruments: 
Recognition and Measurements with IFRS 9, Financial Instruments. IFRS 9 will be published in three 
phases, of which the first phase has been published.  
 
For financial assets, IFRS 9 uses a single approach to determine whether a financial asset is measured 
at amortized cost or fair value, and replaces the multiple rules in IAS 39. The approach in IFRS 9 is based 
on how an entity manages its financial instruments in the context of its business model and the 
contractual cash flow characteristics of the financial assets. The new standard also requires a single 
impairment method to be used. For financial liabilities, the approach to the fair value option may require 
different accounting for changes to the fair value of a financial liability as a result of changes to an entity's 
own credit risk. 
 
IFRS 9 is effective for annual periods beginning on or after January 1, 2015 with different transitional 
arrangements depending on the date of initial application. The Company will evaluate the impact of 
adopting IFRS 9 when in management’s opinion, relevant amounts become material to affect the 
presentation in the financial statements. 
 
Fair Value Measurement 
This new standard sets out a single IFRS framework for measuring fair value and establishes disclosure 
requirements for fair value measurements. This standard is effective for annual periods commencing on 
or after January 1, 2013 with earlier adoption permitted. IFRS 13, Fair Value Measurement, requires 
minimal disclosure changes in the Company’s financial statements. 
 
Income Taxes 
IAS 12, Income Taxes, was amended to introduce an exception to the existing principle for the 
measurement of deferred tax assets or liabilities arising on investment property measured at fair value. As 
a result of the amendment, there is a rebuttable presumption that the carrying amount of the investment 
property will be recovered through sale when considering the expected manner of recovery or settlement. 
SIC-21, Income Taxes – Recovery of Revalued Non-Depreciable Assets, will no longer apply to 
investment properties carried at fair value. The amendment also incorporates into IAS 12 the remaining 
guidance previously contained in SIC-21, which is withdrawn. The amendment is effective for annual 
periods beginning on or after July 1, 2012 with earlier application permitted. 
 
There have been amendments to existing standards, including IAS 27, Separate Financial Statements, 
and IAS 28, Investments in Associates and Joint Ventures. IAS 27 addresses accounting for subsidiaries, 
jointly controlled entities and associates in non-consolidated financial statements. IAS 28 has been 
amended to include joint ventures in its scope and to address the changes in IFRS 10-12. 
 
Presentation of Items of Other Comprehensive Income 
In June 2011, the IASB issued an amendment to IAS 1, Presentation of Financial Statements requiring 
corporations to group items presented within Other Comprehensive Income based on whether they may 
be subsequently reclassified to profit or loss. Retrospective application of this amendment is effective for 
fiscal years beginning on or after July 1, 2012, with earlier adoption permitted. There will be no significant 
impact to the Company upon implementation of the amended standard.  
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
March 31, 2013 
(Unaudited) 

 
 
4. FINANCIAL INSTRUMENTS 
 
The Corporation's financial instruments include cash, mortgages receivable, accounts payable and 
accrued liabilities, due to related parties and promissory notes. 
 
Classification of these financial instruments are as follows: 
 
Cash is classified at “fair value through profit and loss.” 
 
Mortgages receivable are classified as "loans and receivables". After their initial fair value measurement, 
they are measured at amortized cost using the effective interest rate method; and 
 
Accounts payable and accrued liabilities, due to related parties and promissory notes are classified as 
"other financial liabilities". After their initial fair value measurement, they are measured at amortized cost 
using the effective interest rate method. 
 
Risk management policy 
Risk management relates to the understanding and active management of risks associated with all areas 
of the operations and the associated operating environment. All mortgages are current with receipt of  
payments due within one year. 
 
Credit risk 
Credit risk arises from the possibility that mortgagors may experience financial difficulty and be unable to 
fulfill their mortgage commitments. The Corporation mitigates this risk by having well established lending 
policies in place that ensure mortgages are well secured and by limiting its exposure to any one 
mortgagor. There are no significant concentrations of credit risk as the average mortgage amount as at 
March 31, 2013 was $453,446 (2012 - $616,213) and the largest mortgage was $2,801,778 (2012 - 
$1,574,042). 
 
Interest rate price risk 
Interest rate price risk arises from the possibility that at the end of a mortgage's term it will be repriced to 
a prevailing interest rate lower than the original one. This risk is mitigated by the fact that the Corporation 
is not as exposed to market mortgage rates because there is no specific market for mortgages of similar 
type, terms and credit risk. This has allowed the Corporation to renew its mortgages at higher rates. 
Mortgages are issued with 1 year terms and have fixed interest rates. The Corporation's debt is 
comprised of promissory notes with fixed interest rates.  
 
Liquidity risk 
Liquidity risk is the risk that the Corporation will encounter difficulty in meeting obligations associated with 
financial liabilities. Liquidity risk is measured by reviewing the Corporation's future net cash flows for the 
possibility of a negative net cash flow. The Corporation manages its liquidity risk by ensuring cash from 
operations is sufficient to meet operating needs as well as through the sale of assets or the short term 
borrowings secured by assets. Liquidity risk is also mitigated by the terms offered to investors which state 
that all redemptions are at the discretion of management and are dependent on the circumstances 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
March 31, 2013 
(Unaudited) 

 
 
5. DEBENTURE 
 
  March 31 December 31 
  2013 2013 

 
 
Debenture bearing interest at 10% per annum, payable at 
Maturity, due January 15, 2013; secured by the Corporation’s 
personal property $            - $ 2,116,754 
 
Amounts payable within one year  - 2,116,754 

 
 
  $            - $                - 

 
 
The debenture was repaid as scheduled on January 15, 2013. 
 
6. DIVIDENDS 
 
The Corporation intends to make dividend payments to the shareholders on a quarterly basis.  The 
operating policies of the Corporation set out that the Corporation intends to distribute to shareholders 
within 90 days after the year end 100% of the net income of the Corporation determined in accordance 
with the Income Tax Act (Canada), subject to certain adjustments. 
 
For the three months ended March 31, 2013, the Corporation recorded dividends of $220,026 to its 
shareholders. 
 
7. DUE FROM RELATED PARTIES 
 
The Corporation is related to Builders Capital Management Corp. (“BCMC”) by virtue of a common 
shareholder, directors, and management. BCMC provides management service to the Corporation.  The 
management corporation is compensated for these services by fees charged directly to the Corporation’s 
borrowers.  BCMC also provides access to a $2.5 million line of credit to assist in funding mortgage 
draws.  When the Corporation utilizes this line of credit, it pays its proportionate share of the interest.  The 
Corporation’s assets are pledged as security for this line of credit.  During the period, guarantee fees 
received from BCMC net of interest expense totaled $3,209 (2012 - $936) 
 
The Corporation is related to Builder's Capital Mortgage Inc. ("BCI") by virtue of common shareholder, 
directors and management. BCI invests in mortgage contracts along with the Corporation. 
 
Transactions between related parties are in the normal course of operations and are measured at the 
exchange amount, which is the amount of consideration established and agreed to by the related parties. 
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BUILDER'S CAPITAL MORTGAGE INVESTMENT CORP. 
Notes to Financial Statements 
March 31, 2013 
(Unaudited) 

 
 
 
8. SHARE CAPITAL 
 
Authorized: 

Unlimited voting, non-cumulative common shares 
 
  Number of shares Consideration 

 
 
 Issued: 

Balance, December 31, 2012  64,025 $ 6,402,537 
Issued for cash 17,586 1,758,600  
Issued through dividend reinvestment plan 818 81,855 
Redeemed (3,917) (391,700) 

 
 
Balance March 31, 2013 78,512 7,851,292 

 
 
9. CAPITAL MANAGEMENT 
 
The Corporation’s objective when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns to shareholders. The Corporation manages the capital 
structure and makes adjustments to it in light of changes in economic conditions and the risk 
characteristics of the underlying assets. The Corporation’s objective is met by retaining adequate equity 
to provide for the possibility that cash flows from assets will not be sufficient to meet future cash flow 
requirements. The Board of Directors does not establish quantitative return on capital criteria for 
management. The Corporation defines capital as the aggregate of total equity, cash and debt. The 
Corporation is not subject to any externally imposed cash flow requirements. 
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INDEPENDENT AUDITORS' REPORT

To the Shareholders of Builders Capital Mortgage Investment Corp.

We have audited the accompanying financial statements of Builders Capital Mortgage Investment Corp.,
which comprise the statements of financial position as at December 31, 2012, December 31, 2011 and
January 1, 2011, and the statements of income and comprehensive income, changes in equity and cash
flows for the years ended December 31, 2012 and December 31, 2011, and a summary of significant
accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

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

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

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

(continues)
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Statement of Financial Position

December 31, 2012

December 31 December 31 January 1

2012 2011 2011

ASSETS

CURRENT
Cash and short term deposits $ 16,246 $ 22,187 $ 45,149
Mortgages receivable 8,711,136 5,092,992 4,221,641
Due from related parties (Note 7) 5,372 - -

$ 8,732,754 $ 5,115,179 $ 4,266,790

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT
Accounts payable and accrued liabilities $ 10,801 $ 10,201 $ 1,203
Dividends payable 202,662 144,665 77,810
Debentures (Note 5) 2,116,754 - -
Management fee payable (Note 7) - 3,557 28,000

2,330,217 158,423 107,013

SHAREHOLDERS' EQUITY
Share capital (Note 8) 6,402,537 4,956,756 4,159,777
Retained earnings - - -

$ 8,732,754 $ 5,115,179 $ 4,266,790

APPROVED BY DIRECTORS

_____________________________ Director

_____________________________ Director

The accompanying notes are an integral part of these financial statements.
3
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Statement of Income and Comprehensive Income

Year Ended December 31, 2012

2012 2011

REVENUE
Mortgage interest revenue $ 963,398 $ 751,830
Lender's fees 45,300 11,318
Bank interest income 715 3,396

1,009,413 766,544

GENERAL AND ADMINISTRATIVE EXPENSES
Loan losses 110,521 89,553
Interest and bank charges 142,579 70,694
Office and general 272 -
Professional and compliance fees 18,067 20,689

271,439 180,936

NET INCOME $ 737,974 $ 585,608

EARNINGS PER SHARE $ 13.08 $ 12.95

The accompanying notes are an integral part of these financial statements.
4

A-46



BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Statement of Changes in Equity

Year Ended December 31, 2012

SHARE CAPITAL 2012 2011

Balance, beginning of year $ 4,956,756 $ 4,159,777

Proceeds from new investments 1,451,741 715,000

Proceeds from reinvested dividends 319,658 231,979

Common share redemptions (325,618) (150,000)

Balance, end of year $ 6,402,537 $ 4,956,756

RETAINED EARNINGS

Balance, beginning of year -$                    -$                    

Net income for the year 737,974             585,608              

Dividends (Note 6) (737,974)            (585,608)            

Balance, end of year -$                    -$                    

Total Equity 6,402,537$       4,956,756$        

The accompanying notes are an integral part of these financial statements.
5
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Statement of Cash Flows

Year Ended December 31, 2012

2012 2011

OPERATING ACTIVITIES
Net income $ 737,974 $ 585,608
Item not affecting cash:

interest accrued 142,280 -

880,254 585,608

Changes in non-cash working capital:  
Decrease (increase) in mortgages receivable (3,618,144) (871,350)
Increase (decrease) in interest payable 602 8,997
Increase (decrease) in management fee payable (8,929) (24,443)
Increase (decrease) in dividends payable 57,997 66,855

(3,568,474) (819,941)

Cash flow used by operating activities (2,688,220) (234,333)

FINANCING ACTIVITIES
Distribution to shareholders (418,318) (353,629)
Proceeds from new investments 1,451,741 715,000
Common share redemptions (325,618) (150,000)
Proceeds from debentures 1,974,474 -

Cash flow from financing activities 2,682,279 211,371

DECREASE IN CASH FLOW (5,941) (22,962)

Cash - beginning of year 22,187 45,149

CASH - END OF YEAR $ 16,246 $ 22,187

CASH FLOWS SUPPLEMENTARY INFORMATION

Interest received $ - $ -
Interest paid $ 142,579 $ 70,694
Income taxes paid $ - $ -

The accompanying notes are an integral part of these financial statements.
6
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2012

1. DESCRIPTION OF BUSINESS  

Builder's Capital Mortgage Investment Corp. (the "Company") was incorporated on October 26, 2005
in the province of Alberta.  The Company's objective is to generate income while preserving, for its
beneficial shareholders, capital for re-investment.  As a mortgage investment corporation, the
Company expects to derive its earnings principally from the receipt of mortgage interest payments
and of interest or interest-like distributions on the cash reserves of the Company.

The Company achieves its investment objective by lending on the security of mortgages on real
properties situated in Canada, primarily in Alberta.  The mortgages transacted by the Company will
not generally meet the underwriting criteria of conventional lenders and/or involve borrowers in rural
areas generally not well serviced by major lenders.  As a result, the Company's investments are
expected to earn a higher rate of interest than what is generally obtainable through conventional
mortgage lending activities.

The registered office of the Company is Suite 700, 1300 - 8th Street SW Calgary, Alberta and its
principal place of operations is located at 405, 1210 - 8th Street SW Calgary, Alberta. These financial
statements were approved and authorized for issuance by the Board of Directors on July 10, 2013.

7
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2012

2. BASIS OF PRESENTATION  

(a) Statement of compliance
The Company's financial statements for the year ended December 31, 2012 are the first annual
financial statements that comply with International Reporting Standards ("IFRS"). 

The Company's transition date to IFRS was January 1, 2011 ("Transition Date"). The Company's
prepared its opening IFRS balance sheet at that date. The IFRS adoption date is January 1, 2011
("Changeover date or Adoption date").

The financial statements have been prepared in compliance with IFRS. The Company did not have
any material differences between IFRS and Canadian GAAP. As such there are no reconciling items
that would materially change the reporting requirements under Canadian GAAP to IFRS.

(b) Functional and presentation currency
These financial statements are presented in Canadian dollars, which is the Company's functional
currency.

(c) Basis of measurement
The financial statements have been prepared on the historical cost basis except for certain financial
instruments that are measured at fair value, as explained in the accounting policies below. Fair value
is generally based on the fair value of the consideration given in exchange for assets. The financial
statements have also been prepared on the basis that the Company will continue to operate as a
going concern, which contemplates the realization of assets and the settlement of liabilities and
commitments in the normal course of business. 

(d) Use of estimates and judgements
The preparation of consolidated financial statements in conformity with IFRS requires management
to make judgments, estimates and assumptions that affect the application of accounting policies and
the reported amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates.

Estimates and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances. Accounting estimates will, by definition, seldom equal the actual results. Revisions to
accounting estimates are recognized in the period in which the estimates are revised and in any
future periods affected.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES        

Cash and cash equivalents

Cash includes cash and short term investments. The carrying amounts approximate fair value
because they have maturities at the date of purchase of less than ninety days.

(continues)
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2012

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Mortgages

Mortgages consist of the principal portion of mortgages, accrued interest and allowances for
mortgage losses.

Mortgages receivable are stated at their amortized cost less any provision for losses on mortgages
that are identified as impaired or in default.  Impairment is assessed on a mortgage by mortgage
basis taking into account specific circumstances.  The Company classifies a mortgage loan as
impaired when, in the opinion of management, there is reasonable doubt as to the collectibility, either
in whole or in part, of principal or interest.

Allowance for investment impairment

Allowance for investment impairment represents specific provisions established as a result of reviews
of individual investments and groups of investments.  Specific allowances are established by
reviewing the value of the collateral underlying the loan.  General allowances are established by
reviewing specific arrears and current economic conditions.

Restructured investments are not considered impaired where reasonable assurance exists that the
borrower will meet the terms of the modified debt agreement.

Investments are classified as impaired, and a provision for loss is established, when there is no
longer reasonable assurance of the timely collection of the full amount of principal or interest.  Loans
are classified as impaired on a case by case basis.  Impaired loans are written down unless they are
fully secured or collection efforts are reasonably expected to result in repayment of the debt.

The Company reivews its mortgage receivable at each financial statement date to assess whether an
impairment loss should be recorded. In the event that a loan is considered impaired, the accrual of
interest is discontinued.  In the event that the carrying amount of the loan exceeds the estimated
realizable value, the loan is written down to the realizable value.  There was $135,740 of loans that
were written down in the current year (2011 - $89,553).

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a
result of a past event, it is probable that the Company will be required to settle the obligation, and a
reliable estimate can be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the
present obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation.  When a provision is measured using the cash flows estimated to settle
the net present obligation, its carrying amount is the present value of those cash flows (when the
effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognized as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.

(continues)
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2012

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Earnings per share

Earnings per share is calculated based on the weighted average number of shares outstanding
during the period. The diluted earnings per share reflects the potential dilution of common share
equivalents, such as outstanding stock options and outstanding warrants, in the weighted average
number of common shares outstanding during the year, if dilutive. The Company follows the treasury
method of calculating diluted earnings per share. The method assumes that any proceeds from the
exercise of stock options and other dilutive instruments would be used to purchase common shares
at the average market price during the period.

Revenue recognition

Interest on investments is recorded on the accrual basis except when a loan is considered to be non-
performing.  Interest income on non-performing loans is recognized on a cash basis but only after
any specific provision for impairment has been recovered, and provided there is no further doubt as
to the collectability of the principal amount.

Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and
collectibility is reasonably assured.

Lender's fees are charged by the Company when the application for mortgage is processed and cash
is advanced to the mortgagors.  The lender's fee is generally charged at 0.5% of the total mortgage
granted to the mortgagors.

Income taxes

The Company is a mortgage investment corporation under the Income Tax Act (Canada).  As such, it
is permitted to deduct from income for tax purposes dividends paid to shareholders during the year
and within 90 days thereafter.  The Company distributes all of its net income to its shareholders in the
form of dividends in order to not be subject to income taxes.

The Company accounts for income taxes using the asset and liability method of accounting.  Under
this method, future income tax assets and future income tax liabilities are recorded based on
temporary differences between the financial reporting basis of the Company's assets and liabilities
and their corresponding tax basis.  The future benefits of income tax assets, including unused tax
losses, are recognized subject to a valuation allowance, to the extent that it is more likely than not
that such losses will be ultimately utilized.  These future income tax assets and liabilities are
measured using substantially enacted tax rates and laws that are expected to apply when the tax
assets or liabilities are to be settled or realized.

(continues)
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2012

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments

Financial assets

All financial assets are initially recorded at fair value and designated upon inception into one of the
following four categories: loans and receivables, held to maturity, available for sale or fair value
through profit or loss (“FVTPL”). 

Financial assets classified as loans and receivables and held to maturity are measured at amortized
cost using the effective interest method less any allowance for impairment. The effective interest
method is a method of calculating the amortized cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts (including all fees paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or discounts) through the expected life
of the financial asset, or, where appropriate, a shorter period. 

Financial assets classified as available for sale are measured at fair value with unrealized gains and
losses recognized in other comprehensive income (loss) except for losses in value that are
considered other than temporary or a significant or prolonged decline in the fair value of that
investment below its cost.

Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses
recognized through profit and loss.

Transactions costs associated with FVTPL financial assets are expensed as incurred, while
transaction costs associated with all other financial assets are included in the initial carrying amount
of the asset.

Impairment of financial assets

The Company assesses at each balance sheet date whether there is any objective evidence that a
financial asset is impaired. A financial asset or a group of financial assets is deemed to be impaired
if, and only if, there is objective evidence of impairment as a result of one or more events that have
occurred after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has an
impact on the estimated future cash flows of the financial asset or the group of financial assets that
can be reliably estimated. Evidence of impairment may include indications that the debtors or a group
of debtors is experiencing significant financial difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy or other financial reorganization and where
observable data indicate that there is a measurable decrease in the estimated future cash flows,
such as changes in arrears or economic conditions that correlate with defaults. Impairment losses on
financial assets carried at amortized cost are reversed in subsequent periods if the amount of the
loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognized.

(continues)

11
A-53



BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2012

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial liabilities

All financial liabilities are initially recorded at fair value and designated upon inception as FVTPL or
other financial liabilities.

Financial liabilities classified as other financial liabilities are initially recognized at fair value less
directly attributable transaction costs. After initial recognition, other financial liabilities are
subsequently measured at amortized cost using the effective interest method. The effective interest
method is a method of calculating the amortized cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments through the expected life of the financial liability, or where
appropriate, a shorter period.

Financial liabilities classified as FVTPL include financial liabilities held for trading and financial
liabilities designated upon initial recognition as FVTPL. Derivatives, including separated embedded
derivatives, are also classified as held for trading unless they are designated as effective hedging
instruments. Transaction costs on financial liabilities classified as FVTPL are expensed as incurred.
At the end of each reporting period subsequent to initial recognition, financial liabilities classified as
FVTPL are measured at fair value, with changes in fair value recognized directly in profit or loss in the
period in which they arise. The net gain or loss recognized in profit or loss excludes any interest paid
on the financial liabilities.

(continues)
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2012

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Recent accounting pronouncements

(i) Financial Instruments

The IASB, International Accounting Standards Board , intends to replace IAS 39, Financial
Instruments: Recognition and Measurements with IFRS 9, Financial Instruments. IFRS 9 will be
published in three phases, of which the first phase has been published.

For financial assets, IFRS 9 uses a single approach to determine whether a financial asset is
measured at amortized cost or fair value, and replaces the multiple rules in IAS 39. The approach in
IFRS 9 is based on how an entity manages its financial instruments in the context of its business
model and the contractual cash flow characteristics of the financial assets. The new standard also
requires a single impairment method to be used. For financial liabilities, the approach to the fair value
option may require different accounting for changes to the fair value of a financial liability as a result of
changes to an entity's own credit risk.

IFRS 9 is effective for annual periods beginning on or after January 1, 2015 with different transitional
arrangements depending on the date of initial application.  The Company will evaluate the impact of
adopting IFRS 9 when in management’s opinion, relevant amounts become material to affect the
presentation in the financial statements.

(ii) Fair Value Measurement

This  new  standard  sets  out  a  single  IFRS  framework  for  measuring  fair  value  and  establishes
disclosure requirements  for  fair  value  measurements. This  standard  is  effective  for  annual
periods  commencing  on or after January 1, 2013 with earlier adoption permitted. IFRS 13, Fair Value
Measurement, requires minimal disclosure changes in the Company’s financial statements.

(iii) Income Taxes

IAS 12, Income Taxes, was amended to introduce an exception to the existing principle for the
measurement of deferred tax assets or liabilities arising on investment property measured at fair
value.  As a result of the amendment, there is a rebuttable presumption that the carrying amount of
the investment property will be recovered through sale when considering the expected manner of
recovery or settlement.  SIC-21, Income Taxes – Recovery of Revalued Non-Depreciable Assets, will
no longer apply to investment properties carried at fair value.  The amendment also incorporates into
IAS 12 the remaining guidance previously contained in SIC-21, which is withdrawn.  The amendment
is effective for annual periods beginning on or after July 1, 2012 with earlier application permitted.

There have been amendments to existing standards, including IAS 27, Separate Financial
Statements, and IAS 28, Investments in Associates and Joint Ventures.  IAS 27 addresses accounting
for subsidiaries, jointly controlled entities and associates in non-consolidated financial statements.
IAS 28 has been amended to include joint ventures in its scope and to address the changes in IFRS
10-12.

(iv) Presentation of Items of Other Comprehensive Income

In June 2011, the IASB issued an amendment to IAS 1, Presentation of Financial Statements
requiring corporations to group items presented within Other Comprehensive Income based on
whether they may be subsequently reclassified to profit or loss.  Retrospective application of this
amendment is effective for fiscal years beginning on or after July 1, 2012, with earlier adoption
permitted. There will be no significant impact to the Company upon implementation of the amended
standard.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2012

4. FINANCIAL INSTRUMENTS  

The Company's financial instruments consist of cash, mortgages receivable, related parties loans,
dividend payable, debentures and management fee payable.  Unless otherwise noted, it is
management's opinion that the Company is not exposed to significant interest, currency, or credit
risks arising from these financial instruments.  The fair value of these financial instruments
approximate their carrying value, unless otherwise noted. 

Classification of these financial instruments are as follows:

Cash is classified at fair value through profit and loss.

Mortgages receivable and due from related parties are classified as "loans and receivables". After
their initial fair value measurement, they are measured at amortized cost using the effective interest
rate method; and

Dividend payable, debentures and management fee payable are classified as "other financial
liabilities". After their initial fair value measurement, they are measured at amortized cost using the
effective interest rate method.

Fair values

IFRS 13 establishes a fair value hierarchy that prioritizes the input to valuation techniques used to
measure fair value as follows:
    
Level I
Quoted prices are available in active markets for identical assets or liabilities as of the reporting date.
Active markets are those in which transactions occur in sufficient frequency and volume to provide
pricing information on an ongoing basis.

Level II
Pricing inputs are other than quoted prices in active markets included in Level I. Prices in Level II are
either directly or indirectly observable as of the reporting date. Level II valuations are based on inputs,
included quoted forward prices for commodities, time value and volatility factors, which can be
substantially observed or corroborated in the marketplace.

Level III
Valuations in this level are those with inputs for the asset or liability that are not based on observable
market data.

Cash and cash equivalents are measured at fair value using Level I as they are primarily derived
directly from reference to quoted (unadjusted) prices in over the counter market.

The Company has not identified any Level II or Level III financial instruments reported at fair value.

Risk management policy

Risk management relates to the understanding and active management of risks associated with all
areas of the operations and the associated operating environment. All mortgages are current with
receipt of payments due within one year.

(continues)
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2012

4. FINANCIAL INSTRUMENTS (continued)

Credit risk

Credit risk arises from the possibility that mortgagors may experience financial difficulty and be
unable to fulfil their mortgage commitments.  The Company mitigates this risk by having well
established lending policies in place that ensure mortgages are well secured and by limiting its
exposure to any one mortgagor.  There are no significant concentrations of credit risk as the average
mortgage amount as at December 31, 2012 was $466,583 (2011 - $299,588) and the largest
mortgage was $1,940,348 (2011 - $1,403,383).

Interest rate price risk

Interest rate price risk arises from the possibility that at the end of a mortgage's term it will be
repriced to a prevailing interest rate lower than the original one.  This risk is mitigated by the fact that
the Company is not as exposed to market mortgage rates because there is no specific market for
mortgages of similar type, terms and credit risk.  This has allowed the Company to renew its
mortgages at higher rates.

Mortgages are issued with 1 year terms and have fixed interest rates.  The weighted average interest
rate of mortgages as at December 31, 2012 was 13.76% (2011 - 13.79%).

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated
with financial liabilities.  Liquidity risk is measured by reviewing the Company's future net cash flows
for the possibility of a negative net cash flow. The Company manages its liquidity risk by ensuring
cash from operations is sufficient to meet operating needs as well as through the sale of assets or
the short term borrowings secured by assets.  Liquidity risk is also mitigated by the terms offered to
investors which state that all redemptions are at the discretion of management and are dependent on
the circumstances and to borrowers that state that the Company is never obligated to advance funds.

5. DEBENTURE       
2012 2011

Debenture bearing interest at 10% per annum, payable at
maturity. The loan mature on January 15, 2013 and is
secured by the Company's personal property $ 2,116,754 $ -

Amounts payable within one year (2,116,754) -

$ - $ -

Principal repayment terms are approximately:

2013 $ 2,116,754

$ 2,116,754

The full amount was paid out January 16, 2013.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2012

6. DIVIDENDS    

The Company intends to make dividend payments to the shareholders on a quarterly basis. The
operating policies of Companys set out that the Company intends to distribute to shareholders within
90 days after the year end 100% of the net income of the Company determined in accordance with
the Income Tax Act (Canada), subject to certain adjustment.

For the year ended December 31, 2012, the Company recorded dividends of $737,974 (2011 -
$585,608) to its shareholders. 

7. RELATED PARTIES          

The Company is related to Builder's Capital Inc. ("BCI") by virtue of a common shareholder, directors,
and management. BCI invests in mortgage contracts along with the Company.

The Company  is related to Builder's Capital Construction Corp. ("BCCC") by virtue of common
shareholder, directors and management. Included in accounts payable and accrued liabilities is $802
(2011 - $nil). BCCC provides construction services to foreclosed properties for the Company.

During the year the following occurred with BCCC.

2012 2011

Related party transactions

Builder's Capital Construction Corp. ("BCCC")
company with a common shareholder, directors, and
  management.
 Construction service provided to properties that were
    foreclosed on 21,688$         837$              

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

Due from (to) related parties
Builder's Capital Management Corp., company  with a

common shareholder, directors, and management. $ 5,372 $ (3,557)

8. SHARE CAPITAL          

Authorized:
Unlimited Voting, non-cumulative common shares

(continues)
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2012

8. SHARE CAPITAL (continued)

Changes during the period:

Number of shares isssued Amount

Balance, December 31, 2011 49,567                                     4,956,756$        

Issued for cash 14,517                                     1,451,741          

Issued through dividend reinvestment plan 3,197                                       319,658             

Redeemed (3,256)                                      (325,628)           

Balance, December 31, 2012 64,025 6,402,527$        

9. CAPITAL MANAGEMENT    

The Company’s objective when managing capital is to safeguard its ability to continue as a going
concern, so that it can continue to provide returns to shareholders and benefit. The Company
manages the capital structure and makes adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets. The Company’s objective is met by retaining
adequate equity to provide for the possibility that cash flows from assets will not be sufficient to meet
future cash flow requirements. The Board of Directors does not establish quantitative return on
capital criteria for management. The Company defines capital as the aggregate of total equity, cash
and debt. The Company is not subject to any externally imposed cash flow requirements.

10. COMPARATIVE FIGURES    

Certain of the comparative figures have been reclassified to conform with the financial statement
presentation adopted in the current year.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Balance Sheet

December 31, 2011

2011 2010

ASSETS

CURRENT
Cash $ 22,187 $ 45,149
Mortgages receivable (Note 4) 5,092,992 4,221,641

$ 5,115,179 $ 4,266,790

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT
Accrued liabilities $ 10,201 $ 1,203
Dividends payable 144,665 77,810
Management fee payable (Note 5) 3,557 28,000

158,423 107,013

SHAREHOLDERS' EQUITY
Share capital (Note 6) 4,956,756 4,159,777
Retained earnings - -

$ 5,115,179 $ 4,266,790

APPROVED BY DIRECTORS

_____________________________ Director

_____________________________ Director

The accompanying notes are an integral part of these financial statements.
2
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Statement of Income and Retained Earnings

Year Ended December 31, 2011

2011 2010

REVENUE
Mortgage interest revenue $ 751,830 $ 431,234
Lender's fees 11,318 121,415
Bank interest income 3,396 2,926

766,544 555,575

GENERAL AND ADMINISTRATIVE EXPENSES
Loan losses 89,553 109,177
Interest and bank charges 70,694 2,285
Office and general - 105
Professional and compliance fees 20,689 33,659
Management fees - 112,000

180,936 257,226

NET INCOME 585,608 298,349

RETAINED EARNINGS - BEGINNING OF YEAR - -

585,608 298,349

DIVIDENDS (585,608) (298,349)

RETAINED EARNINGS - END OF YEAR $ - $ -

 
The accompanying notes are an integral part of these financial statements.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Statement of Cash Flows

Year Ended December 31, 2011

2011 2010

OPERATING ACTIVITIES
Net income $ 585,608 $ 298,349

Changes in non-cash working capital:  
Decrease (increase) in mortgages receivable (871,351) (1,224,482)
Increase (decrease) in interest payable 8,998 1,203
Increase (decrease) management fee payable (24,443) 28,000
Increase (decrease) in dividends payable 66,855 77,810

(819,941) (1,117,469)

Cash flow used by operating activities (234,333) (819,120)

FINANCING ACTIVITIES
Distributions to shareholders (585,608) (298,349)
Proceeds from new investments 715,000 781,000
Proceeds from reinvested dividends 231,979 76,672
Common share redemptions (150,000) (146,011)

Cash flow from financing activities 211,371 413,312

DECREASE IN CASH (22,962) (405,808)

Cash - beginning of year 45,149 450,957

CASH - END OF YEAR $ 22,187 $ 45,149

CASH FLOWS SUPPLEMENTARY INFORMATION

Interest paid $ 60,116 $ 1,897

 
The accompanying notes are an integral part of these financial statements.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2011

1. DESCRIPTION OF BUSINESS

Builder's Capital Mortgage Investment Corporation (the "Company") was incorporated on October
26, 2005 in the province of Alberta.  The Company's objective is to generate income while
preserving, for its beneficial shareholders, capital for re-investment.  As a mortgage investment
corporation, the Company expects to derive its earnings principally from the receipt of mortgage
interest payments and of interest or interest-like distributions on the cash reserves of the Company.

The Company achieves its investment objective by lending on the security of mortgages on real
properties situated in Canada, primarily in Alberta.  The mortgages transacted by the Company will
not generally meet the underwriting criteria of conventional lenders and/or involve borrowers in rural
areas generally not well serviced by major lenders.  As a result, the Company's investments are
expected to earn a higher rate of interest than what is generally obtainable through conventional
mortgage lending activities.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of estimates

The preparation of financial statements in accordance with Canadian generally accepted accounting
principles requires management to make assumptions and estimates that affect the reported
amounts of assets and liabilities at the date of the financial statements, the reported amounts of
revenue and expenses for the year, as well as the disclosure of contingent assets and liabilities at
the date of the financial statements.  Actual amounts could differ from these estimates.  Significant
estimates include the allowance for mortgage losses, determination of the valuation of real estate,
and mortgages, as well as the collectibility of interest receivable.

These estimates and assumptions are reviewed periodically and, as adjustments become
necessary, they are reported in earnings in the periods in which they become known.

Cash and cash equivalents

Cash includes cash on hand and bank deposits. The carrying amounts approximate fair value
because they have maturities at the date of purchase of less than ninety days.

Mortgages

Mortgages consist of the principal portion of mortgages, accrued interest, allowances for mortgage
losses and real estate that is being foreclosed on.

Mortgages receivable are stated at their amortized cost less any provision for losses on mortgages
that are identified as impaired or in default.  Impairment is assessed on a mortgage by mortgage
basis taking into account specific circumstances.  The Company classifies a mortgage loan as
impaired when, in the opinion of management, there is reasonable doubt as to the collectibility,
either in whole or in part, of principal or interest.

Inventory

Real estate is held at the lower of its cost or net realizable value.  Cost consists of the principal and
accrued interest on the original loan prior to foreclosure plus costs to foreclose on the property and
any additional costs that are directly related to the property.  Net realizable value is the expected
proceeds on sale of the real estate less costs to sell the property.

(continues)
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2011

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Allowance for investment impairment

Allowance for investment impairment represents specific provisions established as a result of
reviews of individual investments and groups of investments.  Specific allowances are established
by reviewing the value of the collateral underlying the loan.  General allowances are established by
reviewing specific arrears and current economic conditions.

Restructured investments are not considered impaired where reasonable assurance exists that the
borrower will meet the terms of the modified debt agreement.

Investments are classified as impaired, and a provision for loss is established, when there is no
longer reasonable assurance of the timely collection of the full amount of principal or interest.
Loans are classified as impaired on a case by case basis.  Impaired loans are written down unless
they are fully secured or collection efforts are reasonably expected to result in repayment of the
debt.

In the event that a loan is considered impaired, the accrual of interest is discontinued.  In the event
that the carrying amount of the loan exceeds the estimated realizable value, the loan is written down
to the realizable value.  There was $89,553 of loans that were written down in the current year (2010
- $109,177).

Revenue recognition

Interest on investments is recorded on the accrual basis except when a loan is considered to be
non-performing.  Interest income on non-performing loans is recognized on a cash basis but only
after any specific provision for impairment has been recovered, and provided there is no further
doubt as to the collectability of the principal amount.

Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and
collectibility is reasonably assured.

Lender's fees are charged by the Company when the application for mortgage is processed and
cash is advanced to the mortgagors.  The lender's fee is generally charged at 0.5% of the total
mortgage granted to the mortgagors.

Income taxes

The Company is a mortgage investment corporation under the Income Tax Act (Canada).  As such,
it is permitted to deduct from income for tax purposes dividends paid to shareholders during the
year and within 90 days thereafter.  The Company distributes all of its net income to its shareholders
in the form of dividends in order to not be subject to income taxes.

The Company accounts for income taxes using the asset and liability method of accounting.  Under
this method, future income tax assets and future income tax liabilities are recorded based on
temporary differences between the financial reporting basis of the Company's assets and liabilities
and their corresponding tax basis.  The future benefits of income tax assets, including unused tax
losses, are recognized subject to a valuation allowance, to the extent that it is more likely than not
that such losses will be ultimately utilized.  These future income tax assets and liabilities are
measured using substantially enacted tax rates and laws that are expected to apply when the tax
assets or liabilities are to be settled or realized.

(continues)
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2011

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Recent accounting pronouncements

Adoption of International Financial Reporting Standards

The Accounting Standards Board of the Canadian Institute of Chartered Accountants has confirmed
that International Financial Reporting Standards ("IFRS") will replace current Canadian GAAP for
fiscal years beginning on or after January 1, 2013, for investment funds.  From this date forward,
the financial statements, including comparative information, will be reported in accordance with
IFRS.  The Canadian Securities Administrator (the "CSA") issued CSA Staff Notice 52-320, which
requires management to provide progress updates on the entity's IFRS changeover plan at each
interim and annual reporting period up until the changeover date.  The Company is developing a
changeover plan to adopt IFRS on start of reporting period January 1, 2014.  The key elements of
the plan include assessing the impact of adopting IFRS on:

 Accounting policies;

 IT and data systems;

 Internal controls over financial reporting;

 Disclosure controls and procedures; and 

 Business activities (such as foreign currency and hedging activities) as well as matters that
may be influenced by GAAP measures (such as debt covenants, capital requirements and
compensation arrangements).

The changeover plan is still in the early stages and, as such, the impact of adopting IFRS on the
Company's financial reporting is not reasonably determinable.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2011

3. FINANCIAL INSTRUMENTS

The Company's financial instruments consist of cash, interest receivable, mortgage receivable,
dividend payable, management fee payable, and interest payable.  Unless otherwise noted, it is
management's opinion that the Company is not exposed to significant interest, currency, or credit
risks arising from these financial instruments.  The fair value of these financial instruments
approximate their carrying value, unless otherwise noted.

In accordance with Canadian generally accepted accounting principles, the Company is required to
classify its financial assets as one of the following: held-to-maturity, loans and receivables, held-for-
trading or available-for-sale.  Financial liabilities must be classified as: held for trading or other
liabilities.  The Company has designated its financial assets and financial liabilities as follows:

a) Held for trading

The Company has classified cash as held for trading as it has no maturity date and the
value of the Canadian dollar balances are not subject to market value changes.

The Company's held for trading instruments are initially and subsequently recognized at
their fair value.  Transactions to purchase or sell these items are recorded on the
settlement date.

Net Gains and losses arising from changes in fair value are recognized immediately in
income.

b) Loans and receivables

The Company has classified mortgages receivable and accounts receivable as loans and
receivables as these instruments represent contractual rights to receive cash in the future.

The assets are initially recognized at their fair value as determined by the cash settlement
between third parties at the settlement date.  Transactions to purchase or sell these items
are recorded on the settlement date.  Interest income is recognized in net income in
accordance with the Company's revenue recognition policy.

Loans and receivables are subsequently measured at their amortized cost, using the
effective interest method.  Amortized cost is the amount at which the loan or receivable is
measured at initial recognition less principal repayments, plus or minus the cumulative
amortization using the effective interest method of any difference between that initial
amount and the maturity amount, and less any reduction for impairment and
uncollectibility.  Net gains and losses arising from changes in fair value are recognized in
net income upon derecognition or impairment.

c) Other financial liabilities

The Company has classified dividends payable, management fee payable, and interest
payable as other financial liabilities.

These liabilities are initially recognized at their fair values as determined by the cash
settlement between third parties at the settlement date.  Other financial liabilities are
subsequently measured at their amortized cost, which typically equals the cash payment
required on settlement.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2011

4. MORTGAGES RECEIVABLE

Risk management relates to the understanding and active management of risks associated with all
areas of the operations and the associated operating environment.

a) Mortgage impairment

There are 17 mortgages (2010 - 21) held which are a combination of primarily first and
second mortgages secured by residential property.

To assess impairment, management has reviewed each mortgage taking into account
experience, credit quality, payments in arrears, and other circumstances.  As at December
31, 2011 there are four mortgages that are considered impaired by management for
$89,553, which was allowed for during 2011.

b) Credit risk

Credit risk arises from the possibility that mortgagors may experience financial difficulty
and be unable to fulfil their mortgage commitments.  The Company mitigates this risk by
having well established lending policies in place that ensure mortgages are well secured
and by limiting its exposure to any one mortgagor.  There are no significant concentrations
of credit risk as the average mortgage amount as at December 31, 2011 was $299,588
(2010 - $201,031) and the largest mortgage was $1,403,383 (2010 - $651,628).

c) Interest rate price risk

Interest rate price risk arises from the possibility that at the end of a mortgage's term it will
be repriced to a prevailing interest rate lower than the original one.  This risk is mitigated by
the fact that the Company is not as exposed to market mortgage rates because there is no
specific market for mortgages of similar type, terms and credit risk.  This has allowed the
Company to renew its mortgages at higher rates.

Mortgages are issued with 1 year terms and have fixed interest rates.  The weighted
average interest rate of mortgages as at December 31, 2011 was 13.79% (2010 - 13.46%).

d) Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations
associated with financial liabilities.  Liquidity risk is measured by reviewing the Company's
future net cash flows for the possibility of a negative net cash flow.  The Company
manages its liquidity net cash flows for the possibility of a negative net cash flow.  The
Company manages its liquidity risk by ensuring cash from operations is sufficient to meet
operating needs as well as through the sale of assets or the short term borrowings secured
by assets.  Liquidity risk is also mitigated by the terms offered to investors which state that
all redemptions are at the discretion of management and are dependent on the
circumstances and to borrowers that state that the Company is never obligated to advance
funds.

e) Market risk

Market risk is the risk that the value of an investment will fluctuate as a result of changes in
market prices whether those changes are caused by factors specific to the investment, or
factors affecting all securities traded in the market.  The Company mitigates this risk by
charging interest rates which  are significantly above normal banking rates.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2011

5. RELATED PARTIES

The Company is related to Builder's Capital Management Corp. by virtue of a common shareholder,
directors, and management.  The Management Corp. provides short term loans with interest rate at
6% and management service to the Company. Soto Enterprises Ltd. formerly provided these
services.

The Company is related to Builder's Capital Inc. by virtue of common directors and management.
The Company purchases mortgage contracts from Builders Capital Inc.  Builders Capital Inc. also
provides short term loans with interest rate at 6% to the Company.

During the year the following occurred with Builder's Capital Management Corp. and Builders
Capital Inc.:

2011 2010

Related party transactions

Builder's Capital Management Corp. (and Soto Enterprises Ltd.)
Short term loan at interest rate 6% 151,411$      75,000$     
Management fees charged to the Company 89,490$      112,000$     

Builder's Capital Inc. ("BCI")
Short term loan from "BCI" at interest rate 6% 476,715$          233,000$     
The Company purchased mortgage contracts from "BCI" 1,120,000$       660,831$     

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

Due to related parties
Builder's Capital Management Corp. $ 3,557 $ 28,000

6. SHARE CAPITAL

Authorized:
Unlimited Voting, non-cumulative common shares

Changes during the period:

Number of shares isssued Amount

Balance, December 31, 2010 41,592   4,159,777$      

Issued 7,150   146,160  

Issued through dividend reinvestment plan 2,316   616,519  

Redeemed 1,500   34,300  

Balance, December 31, 2011 49,558 4,956,756$        
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31, 2011

7. CAPITAL MANAGEMENT

The Company’s objective when managing capital is to safeguard its ability to continue as a going
concern, so that it can continue to provide returns to shareholders and benefit. The Company
manages the capital structure and makes adjustments to it in light of changes in economic
conditions and the risk characteristics of the underlying assets. The Company’s objective is met by
retaining adequate equity to provide for the possibility that cash flows from assets will not be
sufficient to meet future cash flow requirements. The Board of Directors does not establish
quantitative return on capital criteria for management. The Company defines capital as the
aggregate of total equity, cash and debt. The Company is not subject to any externally imposed
cash flow requirements.

8. COMPARATIVE FIGURES

Certain of the comparative figures have been reclassified to conform with the financial statement
presentation adopted in the current year.
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Chartered Accountants, LLP

INDEPENDENT AUDITOR'S REPOR1

To the Shareholders of Builders Capital Mortgage Investment Corp.

Report on the Financial Statements

We have audited the accompanying financial statements of Builders Capital Mortgage Investment Corp.,
which comprises the balance sheet as at December 31, 2010, and the statements Income and Retained
Earnings and cash flows for the year then ended, and a summary of significant accounting policies and
other explanatory information.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP,

Balance Sheet

December 31, 2010

2010 2009
(Unaudited)

ASSETS
CURRENT

Cash $ 45,149 $ 450,957
Mortgages receivable (Note 4) 4,221,641 2,997,159

$ 4,266,790 $ 3,448,116

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT
Dividend payable $ 77,810 $
Management fee payable (Note 6) 28,000
Interest payable 1,203

107,013

SHAREHOLDERS' EQUITY
Share capital (Note 7) 4,159,777 3,448,116
Retained earnings

$ 4,266,790 $ 3,448,116

APPROVED BY DIRECTORS

_____________ Director

_____________ Director

The accompanying notes are an integral part of these financial statements.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP,

Statement of Income and Retained Earnings

Year Ended December 31, 2010

2010 2009
(Unaudited)

REVENUE
Mortgage interest revenue $ 431,234 $ 347,450
Lender's fees 121,415 23,375
Bank interest income 2,926 814

555,575 371,639

GENERAL AND ADMINISTRATIVE EXPENSES
Bad debts 34,451
Loan losses 74,726
Interest and bank charges 2,285 5,941
Office and general 144,287 110,561
Professional fees 1,477 3,875

257,226 120,377

NET INCOME 298,349 251,262

RETAINED EARNINGS - BEGINNING OF YEAR

298,349 251,262

DIVIDENDS (298,349) (251,262)

RETAINED EARNINGS - END OF YEAR $ $

The accompanying notes are an integral part of these financial statements.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP,

Statement of Cash Flows

Year Ended December 31, 2010

2010 2009
(Unaudited)

OPERATING ACTIVITIES
Net income $ 298,349 $ 251,262

Changes in non-cash working capital:
Decrease (increase) in mortgages receivable (1,224,482) 218,582
Increase (decrease) in accounts payable and accrued liabilities 1,203 (73,896)
Increase (decrease) management fee payable 28,000

(1,195,279) 144,686

Cash flow from (used by) operating activities (896,930) 395,948

FINANCING ACTIVITIES
Distributions to shareholders (220,539) (251,262)
Repayment of debentures (300,000)
Proceeds from Common Shares issued 711,661 599,788

Cash flow from financing activities 491,122 48,526

INCREASE (DECREASE) IN CASH FLOW (405,808) 444,474

Cash - beginning of year 450,957 6,483

CASH - END OF YEAR $ 45,149 $ 450,957

CASH FLOWS SUPPLEMENTARY INFORMATION

Interest paid $ 1,897 $ 5,707

Income taxes paid $ $

The accompanying notes are an integral part of these financial statements.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP,

Notes to Financial Statements

Year Ended December 31, 2010

1. DESCRIPTION OF BUSINESS

Builder's Capital Mortgage Investment Corporation (the "Company") was incorporated on October 26,
2005 in the province of Alberta. The Company's objective is to generate income while preserving, for
its beneficial shareholders, capital for re-investment. As a mortgage investment corporation, the
Company expects to derive its earnings principally from the receipt of mortgage interest payments
and of interest or interest-like distributions on the cash reserves of the Company.

The Company achieves its investment objective by lending on the security of mortgages on real
properties situated in Canada, primarily in Alberta. The mortgages transacted by the Company will
not generally meet the underwriting criteria of conventional lenders and/or involve borrowers in rural
areas generally not well serviced by major lenders. As a result, the Company's investments are
expected to earn a higher rate of interest than what is generally obtainable through conventional
mortgage lending activities.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of estimates

The preparation of financial statements in accordance with Canadian generally accepted accounting
principles requires management to make assumptions and estimates that affect the reported
amounts of assets and liabilities at the date of the financial statements, the reported amounts of
revenue and expenses for the year, as well as the disclosure of contingent assets and liabilities at the
date of the financial statements. Actual amounts could differ from these estimates. Significant
estimates include the allowance for mortgage losses, determination of the valuation of real estate,
and mortgages, as well as the collectibility of interest receivable.

These estimates and assumptions are reviewed periodically and, as adjustments become necessary,
they are reported in earnings in the periods in which they become known.

Cash and cash eqUivalents

Cash includes cash on hand and bank deposits. The carrying amounts approximate fair value
because they have maturities at the date of purchase of less than ninety days.

Mortgages

Mortgages and other related investments consist of the principal portion of mortgages, accrued
interest, allowances for mortgage losses and real estate that was foreclosed on.

Mortgages receivable are stated at their amortized cost less any provision for losses on mortgages
that are identified as impaired or in default. Impairment is assessed on a mortgage by mortgage
basis taking into account specific circumstances. The Company classifies a mortgage loan as
impaired when, in the opinion of management, there is reasonable doubt as to the collectibility, either
in whole or in part, of principal or interest.

Real estate is held at the lower of its cost or net realizable value. Cost consists of the principal and
accrued interest on the original loan prior to foreclosure plus costs to foreclose on the property and
any additional costs that are directly related to the property. Net realizable value is the expected
proceeds on sale of the real estate less costs to sell the property.

(continues)
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP,

Notes to Financial Statements

Year Ended December 31, 2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Allowance for investment impairment

Allowance for investment impairment represents specific provisions established as a result of reviews
of individual investments and groups of investments. Specific allowances are established by
reviewing the value of the collateral underlying the loan. General allowances are established by
reviewing specific arrears and current economic conditions.

Restructured investments are not considered impaired where reasonable assurance exists that the
borrower will meet the terms of the modified debt agreement.

Investments are classified as impaired, and a provision for loss is established, when there is no
longer reasonable assurance of the timely collection of the full amount of principal or interest. Loans
are classified as impaired on a case by case basis. Impaired loans are written down unless they are
fUlly secured or collection efforts are reasonably expected to result in repayment of the debt.

In the event that a loan is considered impaired, the accrual of interest is discontinued. In the event
that the carrying amount of the loan exceeds the estimated realizable value, the loan is written down
to the realizable value. There was $34,451 of loans that were written down in the current year (2009
$nil).

Revenue Recognition

Interest on investments is recorded on the accrual basis except when a loan is considered to be non
performing. Interest income on non-performing loans is recognized on a cash basis but only after
any specific provision for impairment has been recovered, and provided there is no further doubt as
to the collectability of the principal amount.

Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and
collectibility is reasonably assured.

Lender's fees are charged by the Company when the application for mortgage is processed and cash
is advanced to the mortgagors. The lender's fee is charged at 3.5% of the total mortgage granted to
the mortgagors.

Income taxes

The Company is a mortgage investment corporation under the Income Tax Act (Canada). As such, it
is permitted to deduct from income for tax purposes dividends paid to shareholders during the year
and within 90 days thereafter. The Company distributes all of its net income to its shareholders in the
form of dividends in order to not be subject to income taxes.

(continues)
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP,

Notes to Financial Statements

Year Ended December 31,2010

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Recent accounting pronouncements

Adoption of International Financial Reporting Standards

The Accounting Standards Board of the Canadian Institute of Chartered Accountants has confirmed
that International Financial Reporting Standards ("IFRS") will replace current Canadian GAAP for
fiscal years beginning on or after January 1, 2011, for publicly accountable enterprises, such as
investment funds and other reporting issuers. From this date forward, the financial statements,
including comparative information, will be reported in accordance with IFRS. The Canadian
Securities Administrator (the "CSA") ISSUED CSA Staff Notice 52-320, which requires management
to provide progress updates on the entity's IFRS changeover plan at each interim and annual
reporting period up until the changeover date. The Company is developing a changeover plan to
adopt IFRS on start of reporting period January 1, 2011. The key elements of the plan include
assessing the impact of adopting IFRS on:

• Accounting policies;

• IT and data systems;

• Internal controls over financial reporting;

• Disclosure controls and procedures; and

• Business activities (such as foreign currency and hedging activities) as well as matters that
may be influenced by GAAP measures (such as debt covenants, capital requirements and
compensation arrangements).

The changeover plan is still in the early stages and, as such, the impact of adopting IFRS on the
Company's financial reporting is not reasonably determinable.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP.

Notes to Financial Statements

Year Ended December 31,2010

3. FINANCIAL INSTRUMENTS

The Company's financial instruments consist of cash, interest receivable, mortgage receivable,
dividend payable, management fee payable, and interest payable. Unless otherwise noted, it is
management's opinion that the Company is not exposed to significant interest, currency, or credit
risks arising from these financial instruments. The fair value of these financial instruments
approximate their carrying value, unless otherwise noted.

In accordance with Canadian generally accepted accounting principles, the Company is required to
classify its financial assets as one of the following: held-to-maturity, loans and receivables, held-for
trading or available-for-sale. Financial liabilities must be classified as: held for trading or other
liabilities. The Company has designated its financial assets and financial liabilities as follows:

a) Held for trading

The Company has classified cash as held for trading as it has no maturity date and the
value of the Canadian dollar balances are not subject to market value changes.

The Company's held for trading instruments are initially and subsequently recognized at
their fair value. Transactions to purchase or sell these items are recorded on the settlement
date.

Net Gains and losses arising from changes in fair value are recognized immediately in
income.

b) Loans and receivables

The Company has classified mortgages receivable and accounts receivable as loans and
receivables as these instruments represent contractual rights to receive cash in the future.

The assets are initially recognized at their fair value as determined by the cash settlement
between third parties at the settlement date. Transactions to purchase or sell these items
are recorded on the settlement date. Interest income is recognized in net income in
accordance with the Company's revenue recognition policy.

Loans and receivables are subsequently measured at their amortized cost, using the
effective interest method. Amortized cost is the amount at which the loan or receivable is
measured at initial recognition less principal repayments, plus or minus the cumulative
amortization using the effective interest method of any difference between that initial amount
and the maturity amount, and less any reduction for impairment and uncollectibility. Net
gains and losses arising from changes in fair value are recognized in net income upon
deprecognition or impairment.

c) Other financial liabilities

The Company has classified dividend payable, management fee payable, and interest
payable as other financial liabilities.

These liabilities are initially recognized at their fair values as determined by the cash
settlement between third parties at the settlement date. Other financial liabilities are
subsequently measured at their amortized cost, which typically equals the cash payment
reqUired on settlement.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP,

Notes to Financial Statements

Year Ended December 31, 2010

4. MORTGAGE RECEIVABLE

Risk management relates to the understanding and active management of risks associated with all
areas of the operations and the associated operating environment.

a) Mortgage impairment

There are 21 mortgages (2009 - 13) held which are a combination of primarily first and
second mortgages secured by residential property.

To assess impairment, management has reviewed each mortgage taking into account
experience, credit quality, payments in arrears, and other circumstances. As at December
31,2010 there is one mortgage that is considered impaired by management for $34,451,
which was allowed for during 2010.

b) Credit risk

Credit risk arises from the possibility that mortgagors may experience financial difficulty and
be unable to fulfil their mortgage commitments. The Company mitigates this risk by having
well established lending policies in place that ensure mortgages are well secured and by
limiting its exposure to anyone mortgagor. There are no significant concentrations of credit
risk as the average mortgage amount as at December 31, 2010 was $201,031 (2009 
$144,386) and the largest mortgage was $651,628 (2009 - $382,602).

c) Interest rate price risk

Interest rate price risk arises from the possibility that at the end of a mortgage's term it will
be repriced to a prevailing interest rate lower than the original one. This risk is mitigated by
the fact that the Company is not as exposed to market mortgage rates because there is no
specific market for mortgages of similar type, terms and credit risk. This has allowed the
Company to renew its mortgages at higher rates.

Mortgages are issued with 1 year terms and have fixed interest rates. The weighted
average interest rate of mortgages as at December 31, 2010 was 14.46% (2009 - 13.94%).

d) liquidity risk

liquidity risk is the risk that the Company will encounter difficulty in meeting obligations
associated with financial liabilities. Liquidity risk is measured by reviewing the Company's
future net cash flows for the possibility of a negative net cash flow. The Company manages
its liqUidity net cash flows for the possibility of a negative net cash flow. The Company
manages its liquidity risk by ensuring cash from operations is sufficient to meet operating
needs as well as through the sale of assets or the short term borrowings secured by assets.
liqUidity risk is also mitigated by the terms offered to investors which state that all
redemptions are at the discretion of management and are dependent on the circumstances
and to borrowers that state that the Company is never obligated to advance funds.

e) Market risk

Market risk is the risk that the value of an investment will fluctuate as a result of changes in
market prices whether those changes are caused by factors specific to the investment, or
factors affecting all securities traded in the market. The Company mitigates this risk by
charging interest rates which are significantly above normal banking rates.
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP,

Notes to Financial Statements

Year Ended December 31,2010

5. INCOME TAXES

The Company accounts for income taxes using the asset and liability method of accounting. Under
this method, future income tax assets and future income tax liabilities are recorded based on
temporary differences between the financial reporting basis of the Company's assets and liabilities
and their corresponding tax basis. The future benefits of income tax assets, including unused tax
losses, are recognized subject to a valuation allowance, to the extent that it is more likely than not
that such losses will be ultimately utilized. These future income tax assets and liabilities are
measured using SUbstantially enacted tax rates and laws that are expected to apply when the tax
assets or liabilities are to be settled or realized.

6. RELATED PARTIES

The Company is related to Soto Enterprises Ltd. by virtue of a common shareholder, directors, and
management. Soto Enterprises provides short term loans with interest rate at 6% and management
service to the Company.

The Company is related to Builder's Capital Inc. by virtue of common directors and management.
The Company purchases mortgage contracts from Builders Capital Inc. Builders Capital Inc. also
provide short term loans with interest rate at 6% to the Company.

During the year the following occurred with Soto Enterprises Ltd.and Builders Capital Inc.:

2010

Related party transactions

2009

Soto Enterprises Ltd. ("Soto")
Short term loan from "Soto" at interst rate 6%
Management fees charged to the Company by "Soto"

Builder's Capital Inc. ("BCI")
Short term loan from "BCI" at interst rate 6%
The Company purchased mortgage contracts from "BCI"

75,000
112,000

233,000
660,831

(unaudited)
136,000
110,561

440,000

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

Due to related parties
Soto Enterprises Ltd

7. SHARE CAPITAL

Authorized:
Unlimited Voting, non-cumulative common shares

$ 28,000 $

(continues)
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BUILDERS CAPITAL MORTGAGE INVESTMENT CORP,

Notes to Financial Statements

Year Ended December 31,2010

7. SHARE CAPITAL (continued)
Changes during the period:

Balance, December 31,2009 (unaudited)
Issued
Issued through dividend reinvestment Plan
Redeemed

Balance, December 31, 2010

8. CAPITAL MANAGEMENT

Number of shares isssued
34,481

7,810
766
146

41,597

Amoun
3,448,11E

781,00C
76,672

146,011

4,159,71'

The Company's objective when managing capital is to safeguard its ability to continue as a going
concern, so that it can continue to provide returns to shareholders and benefit. The Company
manages the capital structure and makes adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets. The Company's objective is met by retaining
adequate equity to provide for the possibility that cash flows from assets will not be sufficient to meet
future cash flow requirements. The Board of Directors does not establish quantitative return on
capital criteria for management. The Company defines capital as the aggregate of total equity, cash
and debt. The Company is not subject to any externally imposed cash flow requirements.

9. COMPARATIVE FIGURES

Certain of the comparative figures have been reclassified to conform with the financial statement
presentation adopted in the current year.
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The accompanying notes are an integral part of these financial statements  1 

BUILDER'S CAPITAL INC. 
Condensed Interim Statement of Financial Position 
July 31, 2013 
(Unaudited) 

July 31 January 31 
2013 2013 

ASSETS 
CURRENT 

Cash  $        525,731 $     949,825 
 Inventory (Note 5) 5,781,096 2,012,660
 Mortgages receivable (Note 6) 22,188,657 21,567,459

28,495,484 24,529,944 
DEFERRED INCOME TAXES (Note 7) 267,014 364,884

$ 28,762,498 $ 24,894,828 

LIABILITIES AND SHAREHOLDERS' EQUITY 
CURRENT 

Accounts payable and accrued liabilities  $       19,327 $        47,060 
Due to related parties (Note 8)  2,481,352 2,319,553 

 Mortgages payable (Note 9) 2,805,000 400,000
Promissory notes, current portion (Note 10) 8,429,748 5,118,382 

13,735,427 7,884,995 
PROMISSORY NOTES (Note 9) 15,820,551 18,096,914 

 29,555,978  25,981,909 

SHAREHOLDER’S EQUITY 
 Share capital (Note 11) 1  1 
 Deficit  (793,481) (1,087,082) 

(793,480) (1,087,081) 

$ 28,762,498 $ 24,894,828 

ON BEHALF OF THE BOARD 

_____________________________ Director 

_____________________________ Director 
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The accompanying notes are an integral part of these financial statements  2 

BUILDER'S CAPITAL INC. 
Condensed Interim Statement of Comprehensive Income 
Six Months Ended July 31, 2013 
(Unaudited) 

2013 2012

REVENUE 
Mortgage interest revenue  $ 1,645,839 $ 1,557,275 
Lender's fees and other income 160,593 78,341 

1,806,432 1,635,616 

EXPENSES 
Interest on long term debt  1,035,002 942,418 
Other interest and bank charges 23,512 8,761 

 Bad debts  193,492 300,000 
Loan service fees  161,084 142,035 

 Professional fees  1,341 17,092 
 Office and sundry 530 368 

1,414,961 1,410,674 

INCOME BEFORE INCOME TAXES 391,471 224,942 
FUTURE INCOME TAXES 97,870 56,235 

COMPREHENSIVE INCOME $ 293,601 $ 168,707 

EARNINGS AND FULLY DILUTED EARNINGS PER SHARE $2,936.01 $1,687.07 
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The accompanying notes are an integral part of these financial statements  3 

BUILDER'S CAPITAL INC. 
Condensed Interim Statement of Comprehensive Income 
Three Months Ended July 31, 2013 
(Unaudited) 

2013 2012

REVENUE 
Mortgage interest revenue  $ 810,772 $ 797,924 
Lender's fees and other income 84,938 39,097 

895,710 837,021 

EXPENSES 
Interest on long term debt  526,079 472,452 
Other interest and bank charges 21,420 8,348 

 Bad debts  150,000 225,000 
Loan service fees  81,877 71,798 

 Professional fees  1,341 13,800 
 Office and sundry 200 - 

780,917 791,398 

INCOME BEFORE INCOME TAXES 114,793 45,623 
FUTURE INCOME TAXES 28,700 11,406 

COMPREHENSIVE INCOME $ 86,093 $34,217 

EARNINGS AND FULLY DILUTED EARNINGS PER SHARE $860.93 $342.17 
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The accompanying notes are an integral part of these financial statements  4 

BUILDER'S CAPITAL INC. 
Condensed Interim Statement of Changes in Equity 
Six Months Ended July 31, 2013 
(Unaudited) 

2013 
Number of Share capital Retained Total Equity 

Shares stated value earnings 
(Deficit) 

Balances at January 31, 2013 100  $ 1  $ (1,087,082)  $ (1,087,081) 
Net income -  -  293,601  293,601 

Balances at July 31, 2013 100 $ 1  $ (793,481) $ (793,480) 

2012 
Number of Share capital Retained Total Equity 

Shares stated value earnings 
(Deficit) 

Balances at January 31, 2012 100  $ 1  $ (802,657) $ (802,656) 
Net income  -  -  168,707  168,707 

Balances at July 31, 2012 100 $ 1  $ (633,950) $ (633,949) 
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The accompanying notes are an integral part of these financial statements  5 

BUILDER'S CAPITAL INC. 
Condensed Interim Statement of Cash Flows 
Six Months Ended July 31, 2013 
(Unaudited) 

2013  2012 

OPERATING ACTIVITIES 
Net income $     293,601  $     168,707 
Changes in non-cash working capital: 

Decrease (increase) in mortgages receivable (621,198) (2,753,124) 
Decrease (increase) in inventory (3,768,436) 626,539 
Increase (decrease) in accounts payable and accrued liabilities (27,733) 268,552 
Decrease in deferred income taxes 97,870  56,235 

Cash flow from (used by) operating activities (4,025,896) (1,633,091) 

FINANCING ACTIVITIES 
Increase in due to related parties 161,799 326,035 
Increase in mortgages payable 2,805,000 400,000 
Increase in promissory notes 635,003 942,414 

Cash flow from financing activities 3,601,802 1,668,449 

INCREASE (DECREASE) IN CASH  (424,094) 35,358
Cash - beginning of period 949,825 1,114,314 

CASH – END OF PERIOD $     525,731 $ 1,149,672 

CASH FLOWS SUPPLEMENTARY INFORMATION 
Interest paid  $       21,094 $         7,584 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
July 31, 2013 
(Unaudited) 

1. DESCRIPTION OF BUSINESS

Builder's Capital Inc. (the "Corporation") was incorporated under the Business Corporations Act of Alberta 
on January 22, 2003. The Corporation was formed to provide mortgages primarily to building contractors 
during the course of construction in Alberta. The registered office of the Corporation is Suite 700, 1300 - 
8th Street SW Calgary, Alberta and its principal place of operations is located at 405, 1210 - 8th Street 
SW Calgary, Alberta. These financial statements were approved and authorized for issuance by the 
Board of Directors on September 10, 2013. 

2. BASIS OF PRESENTATION

Statement of compliance 
These condensed interim financial statements have been prepared in accordance with International 
Accounting Standard 34 Interim Financial Reporting (IAS 34) as issued by the International Accounting 
Standards Board (IASB). These condensed interim financial statements should be read in conjunction 
with the Corporation’s audited financial statements for the year ended January 31, 2013. In particular, 
the Corporation’s significant accounting policies as presented in Note 3 of the financial statements for 
the year ended January 31, 2013, have been consistently applied in the preparation of these condensed 
interim financial statements. 

Functional and presentation currency 
These financial statements are presented in Canadian dollars, which is the Corporation's functional 
currency. 

Basis of measurement 
The financial statements have been prepared on the historical cost basis except for certain financial 
instruments that are measured at fair value, as explained in the accounting policies below. Fair value is 
generally based on the fair value of the consideration given in exchange for assets. The financial 
statements have also been prepared on the basis that the Corporation will continue to operate as a going 
concern, which contemplates the realization of assets and the settlement of liabilities and commitments in 
the normal course of business. 

Use of estimates and judgements 
The preparation of financial statements in conformity with IFRS requires management to make 
judgments, estimates and assumptions that affect the application of accounting policies and the reported 
amounts of assets, liabilities, income and expenses. Actual results of deferred income taxes and 
allowance for mortgage losses may differ from these estimates. Estimates and judgments are continually 
evaluated and are based on historical experience and other factors, including expectations of future 
events that are believed to be reasonable under the circumstances. Accounting estimates will, by 
definition, seldom equal the actual results. Revisions to accounting estimates are recognized in the period 
in which the estimates are revised and in any future periods affected. 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents 
Cash includes cash on hand and bank deposits. The carrying amounts approximate fair value because 
they have maturities at the date of purchase of less than ninety days.  
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
July 31, 2013 
(Unaudited) 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventory 
Inventory is measured at the lower of cost or net realizable value. Net realizable value is the estimated 
selling price in the ordinary course of business less the estimated costs of completion and the estimated 
costs necessary to make the sale. Cost is determined by specific identification method. Inventory includes 
real estate that has been foreclosed on. 

Mortgages 
Mortgages consist of the principal portion of mortgages, accrued interest and allowances for mortgage 
losses. Mortgages receivable are stated at their amortized cost less any provision for losses on 
mortgages that are identified as impaired or in default. Impairment is assessed on a mortgage by 
mortgage basis taking into account specific circumstances. The Corporation classifies a mortgage loan as 
impaired when, in the opinion of management, there is reasonable doubt as to the collectability, either in 
whole or in part, of principal or interest. 

Allowance for investment impairment 
Allowance for investment impairment represents specific provisions established as a result of reviews of 
individual investments and groups of investments. Specific allowances are established by reviewing the 
value of the collateral underlying the loan. General allowances are established by reviewing specific 
arrears and current economic conditions. Restructured investments are not considered impaired where 
reasonable assurance exists that the borrower will meet the terms of the modified debt agreement. 
Investments are classified as impaired, and a provision for loss is established, when there is no longer 
reasonable assurance of the timely collection of the full amount of principal or interest. Loans are 
classified as impaired on a case by case basis. Impaired loans are written down unless they are fully 
secured or collection efforts are reasonably expected to result in repayment of the debt. The Corporation 
reviews its mortgage receivable at each financial statement date to assess whether an impairment loss 
should be recorded. In the event that a loan is considered impaired, the accrual of interest is 
discontinued. In the event that the carrying amount of the loan exceeds the estimated realizable value, 
the loan is written down to the realizable value. Mortgages receivable are shown net of allowance for 
investment impairment of $105,998 (January 31, 2013 - $751,150). 

Earnings per share 
Earnings per share is calculated based on the weighted average number of shares outstanding during the 
period. The diluted earnings per share reflects the potential dilution of common share equivalents, such 
as outstanding stock options and outstanding warrants, in the weighted average number of common 
shares outstanding during the year, if dilutive. The Corporation follows the treasury method of calculating 
diluted earnings per share. The method assumes that any proceeds from the exercise of stock options 
and other dilutive instruments would be used to purchase common shares at the average market price 
during the period. 

Revenue recognition 
Interest on investments is recorded on the accrual basis except when a loan is considered to be 
nonperforming. Interest income on non-performing loans is recognized on a cash basis but only after any 
specific provision for impairment has been recovered, and provided there is no further doubt as to the 
collectability of the principal amount. Revenue or loss from the sale of foreclosed properties is recorded 
when title has transferred and collectability is reasonably assured. 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
July 31, 2013 
(Unaudited) 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Lender's fees are charged by the Corporation when the application for mortgage is processed and cash is 
advanced to the mortgagors. The lender's fee is generally charged at 0.5% of the total mortgage granted 
to the mortgagee. 

Income taxes 
The Corporation accounts for income taxes using the asset and liability method of accounting. Under this 
method, future income tax assets and future income tax liabilities are recorded based on temporary 
differences between the financial reporting basis of the Corporation's assets and liabilities and their 
corresponding tax basis. The future benefits of income tax assets, including unused tax losses, are 
recognized subject to a valuation allowance, to the extent that it is more likely than not that such losses 
will be ultimately utilized. These future income tax assets and liabilities are measured using substantially 
enacted tax rates and laws that are expected to apply when the tax assets or liabilities are to be settled or 
realized. 

Financial instruments 
Financial assets 
All financial assets are initially recorded at fair value and designated upon inception into one of the 
following four categories: loans and receivables, held to maturity, available for sale or fair value through 
profit or loss (FVTPL). 

Financial assets classified as loans and receivables and held to maturity are measured at amortized cost 
using the effective interest method less any allowance for impairment. The effective interest method is a 
method of calculating the amortized cost of a financial asset and of allocating interest income over the 
relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts 
(including all fees paid or received that form an integral part of the effective interest rate, transaction costs 
and other premiums or discounts) through the expected life of the financial asset, or, where appropriate, a 
shorter period. 

Financial assets classified as available for sale are measured at fair value with unrealized gains and 
losses recognized in other comprehensive income (loss) except for losses in value that are considered 
other than temporary or a significant or prolonged decline in the fair value of that investment below its 
cost. 

Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses 
recognized through profit and loss. 

Transactions costs associated with FVTPL financial assets are expensed as incurred, while transaction 
costs associated with all other financial assets are included in the initial carrying amount of the asset. 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
July 31, 2013 
(Unaudited) 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of financial assets 
The Corporation assesses, at each balance sheet date, whether there is any objective evidence that a 
financial asset is impaired. A financial asset or a group of financial assets is deemed to be impaired if, 
and only if, there is objective evidence of impairment as a result of one or more events that have occurred 
after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on the 
estimated future cash flows of the financial asset or the group of financial assets that can be reliably 
estimated. Evidence of impairment may include indications that the debtors or a group of debtors is 
experiencing significant financial difficulty, default or delinquency in interest or principal payments, the 
probability that they will enter bankruptcy or other financial reorganization and where observable data 
indicate that there is a measurable decrease in the estimated future cash flows, such as changes in 
arrears or economic conditions that correlate with defaults. Impairment losses on financial assets carried 
at amortized cost are reversed in subsequent periods if the amount of the loss decreases and the 
decrease can be related objectively to an event occurring after the impairment was recognized. 

Financial liabilities 
All financial liabilities are initially recorded at fair value and designated upon inception as FVTPL or other 
financial liabilities. 

Financial liabilities classified as other financial liabilities are initially recognized at fair value less directly 
attributable transaction costs. After initial recognition, other financial liabilities are subsequently measured 
at amortized cost using the effective interest method. The effective interest method is a method of 
calculating the amortized cost of a financial liability and of allocating interest expense over the relevant 
period. The effective interest rate is the rate that exactly discounts estimated future cash payments 
through the expected life of the financial liability, or where appropriate, a shorter period. 

Financial liabilities classified as FVTPL include financial liabilities held for trading and financial liabilities 
designated upon initial recognition as FVTPL. Derivatives, including separated embedded derivatives, are 
also classified as held for trading unless they are designated as effective hedging instruments. 
Transaction costs on financial liabilities classified as FVTPL are expensed as incurred. At the end of each 
reporting period subsequent to initial recognition, financial liabilities classified as FVTPL are measured at 
fair value, with changes in fair value recognized directly in profit or loss in the period in which they arise. 
The net gain or loss recognized in profit or loss excludes any interest paid on the financial liabilities. 

Recent accounting pronouncements 
Financial Instruments 
The IASB, International Accounting Standards Board, intends to replace IAS 39, Financial Instruments: 
Recognition and Measurements with IFRS 9, Financial Instruments. IFRS 9 will be published in three 
phases, of which the first phase has been published.  

For financial assets, IFRS 9 uses a single approach to determine whether a financial asset is measured 
at amortized cost or fair value, and replaces the multiple rules in IAS 39. The approach in IFRS 9 is based 
on how an entity manages its financial instruments in the context of its business model and the 
contractual cash flow characteristics of the financial assets. The new standard also requires a single 
impairment method to be used. For financial liabilities, the approach to the fair value option may require 
different accounting for changes to the fair value of a financial liability as a result of changes to an entity's 
own credit risk. 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
July 31, 2013 
(Unaudited) 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

IFRS 9 is effective for annual periods beginning on or after January 1, 2015 with different transitional 
arrangements depending on the date of initial application. The Corporation will evaluate the impact of 
adopting IFRS 9 when in management’s opinion, relevant amounts become material to affect the 
presentation in the financial statements. 

Fair Value Measurement 
This new standard sets out a single IFRS framework for measuring fair value and establishes disclosure 
requirements for fair value measurements. This standard is effective for annual periods commencing on 
or after January 1, 2013 with earlier adoption permitted. IFRS 13, Fair Value Measurement, requires 
minimal disclosure changes in the Corporation’s financial statements. 

Income Taxes 
IAS 12, Income Taxes, was amended to introduce an exception to the existing principle for the 
measurement of deferred tax assets or liabilities arising on investment property measured at fair value. As 
a result of the amendment, there is a rebuttable presumption that the carrying amount of the investment 
property will be recovered through sale when considering the expected manner of recovery or settlement. 
SIC-21, Income Taxes – Recovery of Revalued Non-Depreciable Assets, will no longer apply to 
investment properties carried at fair value. The amendment also incorporates into IAS 12 the remaining 
guidance previously contained in SIC-21, which is withdrawn. The amendment is effective for annual 
periods beginning on or after July 1, 2012 with earlier application permitted. 

There have been amendments to existing standards, including IAS 27, Separate Financial Statements, 
and IAS 28, Investments in Associates and Joint Ventures. IAS 27 addresses accounting for subsidiaries, 
jointly controlled entities and associates in non-consolidated financial statements. IAS 28 has been 
amended to include joint ventures in its scope and to address the changes in IFRS 10-12. 

Presentation of Items of Other Comprehensive Income 
In June 2011, the IASB issued an amendment to IAS 1, Presentation of Financial Statements requiring 
corporations to group items presented within Other Comprehensive Income based on whether they may 
be subsequently reclassified to profit or loss. Retrospective application of this amendment is effective for 
fiscal years beginning on or after July 1, 2012, with earlier adoption permitted. There will be no significant 
impact to the Corporation upon implementation of the amended standard. 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
July 31, 2013 
(Unaudited) 

4. FINANCIAL INSTRUMENTS

The Corporation's financial instruments include cash, mortgages receivable, accounts payable and 
accrued liabilities, due to related parties, mortgages payable and promissory notes. 

Classification of these financial instruments are as follows: 

Cash is classified at “fair value through profit and loss.” 

Mortgages receivable are classified as "loans and receivables". After their initial fair value measurement, 
they are measured at amortized cost using the effective interest rate method; and 

Accounts payable and accrued liabilities, due to related parties, mortgages payable and promissory notes 
are classified as "other financial liabilities". After their initial fair value measurement, they are measured at 
amortized cost using the effective interest rate method. 

Risk management policy 
Risk management relates to the understanding and active management of risks associated with all areas 
of the operations and the associated operating environment. All mortgages are current with receipt of  
payments due within one year. 

Credit risk 
Credit risk arises from the possibility that mortgagors may experience financial difficulty and be unable to 
fulfill their mortgage commitments. The Corporation mitigates this risk by having well established lending 
policies in place that ensure mortgages are well secured and by limiting its exposure to any one 
mortgagor. There are no significant concentrations of credit risk as the average mortgage amount as at 
July 31, 2013 was $418,654 (January 31, 2013 - $422,891) and the largest mortgage was $2,306,136 
(January 31, 2013 - $2,100,679). 

Interest rate price risk 
Interest rate price risk arises from the possibility that at the end of a mortgage's term it will be repriced to 
a prevailing interest rate lower than the original one. This risk is mitigated by the fact that the Corporation 
is not as exposed to market mortgage rates because there is no specific market for mortgages of similar 
type, terms and credit risk. This has allowed the Corporation to renew its mortgages at higher rates. 
Mortgages are issued with 1 year terms and have fixed interest rates. The Corporation's debt is 
comprised of promissory notes with fixed interest rates.  

Liquidity risk 
Liquidity risk is the risk that the Corporation will encounter difficulty in meeting obligations associated with 
financial liabilities. Liquidity risk is measured by reviewing the Corporation's future net cash flows for the 
possibility of a negative net cash flow. The Corporation manages its liquidity risk by ensuring cash from 
operations is sufficient to meet operating needs as well as through the sale of assets or the short term 
borrowings secured by assets. Liquidity risk is also mitigated by the terms offered to investors which state 
that all redemptions are at the discretion of management and are dependent on the circumstances 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
July 31, 2013 
(Unaudited) 

5. INVENTORY

Inventory consists of two properties obtained through foreclosure which are held for sale and are being 
actively marketed.  Subsequent to the period end, a conditional offer has been accepted on one of the 
two properties.  Management believes that the carrying amounts of both properties are equal to their net 
realizable values. 

6. MORTGAGES RECEIVABLE
July 31 January 31 

Number 2013 Number 2013

Multi-family residential 1 $      665,948 1 $      660,802 
Residential construction 52 21,522,709 50 20,906,657 

53 $ 22,188,657 51 $ 21,567,459 

Mortgages receivable are shown net of allowance for investment impairment of $105,998 (January 31, 
2013 - $751,150).  They are secured by the real property to which they relate and bear interest at a 
weighted average rate of 13.6% per annum (January 31, 2013 – 13.8%).  All are due within one year. 

7. DEFERRED INCOME TAXES

The Corporation has incurred losses of $1,068,063 for tax purposes which are available to reduce future 
taxable income.  If not utilized, these losses will expire as follows: 

2030 $      43,646 
2031  645,182 
2033 379,235 

 $ 1,068,063 

The estimated future value of these accumulated losses is $267,014. 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
July 31, 2013 
(Unaudited) 

8. DUE TO RELATED PARTIES

The Corporation is related to Builder's Capital Management Corp. (“BCMC”) by virtue of a common 
shareholder, directors, and management. BCMC provides management service to the Corporation for 
which it is compensated by charging fees directly to the Corporation’s borrowers.  At July 31, 2013, no 
amounts were owing to BCMC (January 31, 2013 - $4,875). 

The Corporation is related to Soto Enterprises Ltd. ("Soto") by virtue of a common shareholder, directors, 
and management. Soto provides capital and is compensated through loan service fees which totaled 
$161,084 during the period (2012 – $142,035).  At July 31, 2013, the balance due was $2,481,352 
(January 31, 2013 – $2,319,553). 

The Corporation is related to Builder's Capital Mortgage Investment Corporation ("BCMIC") by virtue of 
common shareholder, directors and management. BCMIC invests in mortgage contracts along with the 
Corporation.  At July 31, 2013 the Corporation has co-invested in 11 mortgages, of which BCMIC’s share 
totals $9,488,752 (January 31, 2013 – 11 mortgages totaling $5,197,123). 

The Corporation is related to Builder's Capital Construction Corp. ("BCCC") by virtue of common 
shareholder, directors and management.  BCCC provides construction services on foreclosed properties 
for which it invoiced the Corporation $45,691 during the period (2012 - $798,392).  Included in accounts 
payable and accrued liabilities is a balance due to BCCC of $1,875 (January 31, 2013 - $5,850). 

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

9. MORTGAGES PAYABLE
July 31 January 31 

2013 2013 

Mortgage payable bearing interest at prime plus 2% per 
annum, due September 30, 2013 secured by mortgage over 
specified inventory   $      - $ 400,000 

Mortgage payable bearing interest at prime plus 2% per 
annum, due October 31, 2013 secured by mortgage over 
specified inventory    1,810,000   - 

Mortgage payable bearing interest at 9% per annum, due 
June 30, 2014, secured by mortgage over specified inventory       995,000  - 

$ 2,805,000 $ 400,000 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
July 31, 2013 
(Unaudited) 

10. PROMISSORY NOTES

July 31 January 31 
2013 2013 

Loans bearing interest at 8% per annum, unsecured, repayable at 
maturity between September 30, 2013 and are January 31, 2016 $ 20,151,981 $ 19,383,032 

Loans bearing interest at 14% per annum, unsecured, repayable at 
maturity between February 1, 2014 and January 31, 2015  4,098,318  3,832,264 

24,250,299 23,215,296 
Amounts payable within one year  (8,429,748) (5,118,382) 

$ 15,820,551 $ 18,096,914 

Principal repayment is due as follows: 

Fiscal 2014  $ 5,321,435 
Fiscal 2015  6,565,551 
Fiscal 2016  12,363,313 

$ 24,250,299 

The unsecured promissory notes consist of several notes owing to Fountainhead Trust with various 
maturity dates, together with accrued interest. Each note is for a five year term with no payments until 
maturity when the full amount of the principal and interest is due. 

11. SHARE CAPITAL

Authorized: 
Unlimited Class A and B voting, non-cumulative common shares 
Unlimited Class C, D, and E non - voting, non-cumulative common shares 

July 31 January 31 
2013 2013 

 Issued: 
100 Class A common shares $ 1 $ 1
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
July 31, 2013 
(Unaudited) 

12. CAPITAL MANAGEMENT

The Corporation’s objective when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns to shareholders. The Corporation manages the capital 
structure and makes adjustments to it in light of changes in economic conditions and the risk 
characteristics of the underlying assets. The Corporation’s objective is met by retaining adequate equity 
to provide for the possibility that cash flows from assets will not be sufficient to meet future cash flow 
requirements. The Board of Directors does not establish quantitative return on capital criteria for 
management. The Corporation defines capital as the aggregate of total equity, cash and debt. The 
Corporation is not subject to any externally imposed cash flow requirements. 
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BUILDER'S CAPITAL INC. 
Condensed Interim Statement of Financial Position 
As at April 30, 2013 
(Unaudited) 

April 30 January 31 
2013 2013 

ASSETS 
CURRENT 

Cash  $        30,684 $     949,825 
 Inventory  1,419,362 2,012,660 

Mortgages receivable  24,032,659 21,567,459 

25,482,705 24,529,944 
DEFERRED INCOME TAXES (Note 5) 295,714 364,884

$ 25,778,419 $ 24,894,828 

LIABILITIES AND SHAREHOLDERS' EQUITY 
CURRENT 

Accounts payable and accrued liabilities  $       159,297 $        47,060 
Due to related parties (Note 7)  2,774,476 2,319,553 
Promissory notes, current portion (Note 6) 6,128,386 5,518,382 

9,062,159 7,884,995 
PROMISSORY NOTES (Note 6) 17,595,835 18,096,914 

 26,657,994  25,981,909 

SHAREHOLDERS' EQUITY 
 Share capital (Note 8) 1  1 
 Deficit  (879,576) (1,087,082) 

(879,575) (1,087,081) 

$ 25,778,419 $ 24,894,828 

ON BEHALF OF THE BOARD 
_____________________________ Director 

_____________________________ Director 
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BUILDER'S CAPITAL INC. 
Condensed Interim Statement of Comprehensive Income 
Three Months Ended April 30, 2013 
(Unaudited) 

2013 2012

REVENUE 
Mortgage interest revenue  $ 835,067 $ 759,352 
Lender's fees and other income 75,654 39,244 

910,721 798,596 

EXPENSES 
Interest on long term debt  508,924 469,963 

 Bad debts  43,493 75,000 
Loan service fees  79,207 70,237 

 Professional fees  - 3,292 
 Office and sundry 2,421 786 

634,045 619,278 

INCOME BEFORE INCOME TAXES 276,676 179,318 
FUTURE INCOME TAXES 69,170 44,829 

COMPREHENSIVE INCOME $ 207,506 $ 134,489 

EARNINGS AND FULLY DILUTED EARNINGS PER SHARE $2,075.06 $1,344.89 
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BUILDER'S CAPITAL INC. 
Condensed Interim Statement of Changes in Equity 
Three Months Ended April 30, 2013 
(Unaudited) 

 
  
   2013 
  Number of Share capital Retained Total Equity 
  Shares stated value earnings  
    (Deficit) 

 
 
Balances at January 31, 2013 $100  $ 1  $ (1,087,082)  $ (1,087,081) 
Net income -  -  207,506  207,506  

 
 
Balances at April 30, 2013  $100  $ 1  $ (879,576)  $ (879,575) 

 
 
 
  
   2012 
  Number of Share capital Retained Total Equity 
  Shares stated value earnings  
    (Deficit) 

 
 
Balances at January 31, 2012 $100  $ 1  $ (802,657)  $ (802,656) 
Net income  -  -  134,489  134,489  

 
 
Balances at April 30, 2012  $100  $ 1  $ (668,168)  $ (668,167) 
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BUILDER'S CAPITAL INC. 
Condensed Interim Statement of Cash Flows 
Three Months Ended April 30, 2013 
(Unaudited) 

2013  2012 

OPERATING ACTIVITIES 
Net income $     207,506  $     134,489 
Changes in non-cash working capital: 

Decrease (increase) in mortgages receivable (2,465,200) (2,023,342) 
Decrease in inventory 593,298 - 
Increase (decrease) in accounts payable and accrued liabilities 112,237 (7,919) 
Decrease in deferred income taxes 69,170  44,829 

Cash flow from (used by) operating activities (1,482,989) (1,851,943) 

FINANCING ACTIVITIES 
Increase in due to related parties 454,923 70,986 
Increase in demand loan - 400,000 
Increase in promissory notes 108,925 469,963 

Cash flow from financing activities 563,848 940,949 

INCREASE (DECREASE) IN CASH  (919,141) (910,994) 
Cash - beginning of period 949,825 1,114,314 

CASH – END OF PERIOD $       30,684 $     203,320 

CASH FLOWS SUPPLEMENTARY INFORMATION 
Interest paid  $       21,525 $      559 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
April 30, 2013 
(Unaudited) 

 
 
1. DESCRIPTION OF BUSINESS 

 
Builder's Capital Inc. (the "Corporation") was incorporated under the Business Corporations Act of Alberta 
on January 22, 2003. The Corporation was formed to provide mortgages primarily to building contractors 
during the course of construction in Alberta. The registered office of the Corporation is Suite 700, 1300 - 
8th Street SW Calgary, Alberta and its principal place of operations is located at 405, 1210 - 8th Street 
SW Calgary, Alberta. These financial statements were approved and authorized for issuance by the 
Board of Directors on July 8, 2013. 
 
2. BASIS OF PRESENTATION 
 
Statement of compliance 
These condensed interim financial statements have been prepared in accordance with International 
Accounting Standard 34 Interim Financial Reporting (IAS 34) as issued by the International Accounting 
Standards Board (IASB). These condensed interim financial statements should be read in conjunction 
with the company’s audited financial statements for the year ended January 31, 2013. In particular, the 
company’s significant accounting policies as presented in Note 3 of the financial statements for the year 
ended January 31, 2013, have been consistently applied in the preparation of these condensed interim 
financial statements. 
 
Functional and presentation currency 
These financial statements are presented in Canadian dollars, which is the Corporation's functional 
currency. 
 
Basis of measurement 
The financial statements have been prepared on the historical cost basis except for certain financial 
instruments that are measured at fair value, as explained in the accounting policies below. Fair value is 
generally based on the fair value of the consideration given in exchange for assets. The financial 
statements have also been prepared on the basis that the Corporation will continue to operate as a going 
concern, which contemplates the realization of assets and the settlement of liabilities and commitments in 
the normal course of business. 
 
Use of estimates and judgements 
The preparation of financial statements in conformity with IFRS requires management to make 
judgments, estimates and assumptions that affect the application of accounting policies and the reported 
amounts of assets, liabilities, income and expenses. Actual results of deferred income taxes and 
allowance for mortgage losses may differ from these estimates. Estimates and judgments are continually 
evaluated and are based on historical experience and other factors, including expectations of future 
events that are believed to be reasonable under the circumstances. Accounting estimates will, by 
definition, seldom equal the actual results. Revisions to accounting estimates are recognized in the period 
in which the estimates are revised and in any future periods affected. 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Cash and cash equivalents 
Cash includes cash on hand and bank deposits. The carrying amounts approximate fair value because 
they have maturities at the date of purchase of less than ninety days.  
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
April 30, 2013 
(Unaudited) 

 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Inventory 
Inventory is measured at the lower of cost or net realizable value. Net realizable value is the estimated 
selling price in the ordinary course of business less the estimated costs of completion and the estimated 
costs necessary to make the sale. Cost is determined by specific identification method. Inventory includes 
real estate that has been foreclosed on. 
 
Mortgages 
Mortgages consist of the principal portion of mortgages, accrued interest and allowances for mortgage 
losses. Mortgages receivable are stated at their amortized cost less any provision for losses on 
mortgages that are identified as impaired or in default. Impairment is assessed on a mortgage by 
mortgage basis taking into account specific circumstances. The Corporation classifies a mortgage loan as 
impaired when, in the opinion of management, there is reasonable doubt as to the collectability, either in 
whole or in part, of principal or interest. 
 
Allowance for investment impairment 
Allowance for investment impairment represents specific provisions established as a result of reviews of 
individual investments and groups of investments. Specific allowances are established by reviewing the 
value of the collateral underlying the loan. General allowances are established by reviewing specific 
arrears and current economic conditions. Restructured investments are not considered impaired where 
reasonable assurance exists that the borrower will meet the terms of the modified debt agreement. 
Investments are classified as impaired, and a provision for loss is established, when there is no longer 
reasonable assurance of the timely collection of the full amount of principal or interest. Loans are 
classified as impaired on a case by case basis. Impaired loans are written down unless they are fully 
secured or collection efforts are reasonably expected to result in repayment of the debt. The Corporation 
reviews its mortgage receivable at each financial statement date to assess whether an impairment loss 
should be recorded. In the event that a loan is considered impaired, the accrual of interest is 
discontinued. In the event that the carrying amount of the loan exceeds the estimated realizable value, 
the loan is written down to the realizable value. Mortgages receivable are shown net of allowance for 
investment impairment of $35,138 (January 31, 2013 - $312,358). 
 
Provisions 
Provisions are recognized when the Corporation has a present obligation (legal or constructive) as a 
result of a past event, it is probable that the Corporation will be required to settle the obligation, and a 
reliable estimate can be made of the amount of the obligation. The amount recognized as a provision is 
the best estimate of the consideration required to settle the present obligation at the end of the reporting 
period, taking into account the risks and uncertainties surrounding the obligation. When a provision is 
measured using the cash flows estimated to settle the net present obligation, its carrying amount is the 
present value of those cash flows (when the effect of the time value of money is material). When some or 
all of the economic benefits required to settle a provision are expected to be recovered from a third party, 
a receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the 
amount of the receivable can be measured reliably. 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
April 30, 2013 
(Unaudited) 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Earnings per share 
Earnings per share is calculated based on the weighted average number of shares outstanding during the 
period. The diluted earnings per share reflects the potential dilution of common share equivalents, such 
as outstanding stock options and outstanding warrants, in the weighted average number of common 
shares outstanding during the year, if dilutive. The Corporation follows the treasury method of calculating 
diluted earnings per share. The method assumes that any proceeds from the exercise of stock options 
and other dilutive instruments would be used to purchase common shares at the average market price 
during the period. 

Revenue recognition 
Interest on investments is recorded on the accrual basis except when a loan is considered to be 
nonperforming. Interest income on non-performing loans is recognized on a cash basis but only after any 
specific provision for impairment has been recovered, and provided there is no further doubt as to the 
collectability of the principal amount. Revenue or loss from the sale of foreclosed properties is recorded 
when title has transferred and collectability is reasonably assured. 

Lender's fees are charged by the Corporation when the application for mortgage is processed and cash is 
advanced to the mortgagors. The lender's fee is generally charged at 0.5% of the total mortgage granted 
to the mortgagee. 

Income taxes 
The Corporation accounts for income taxes using the asset and liability method of accounting. Under this 
method, future income tax assets and future income tax liabilities are recorded based on temporary 
differences between the financial reporting basis of the Corporation's assets and liabilities and their 
corresponding tax basis. The future benefits of income tax assets, including unused tax losses, are 
recognized subject to a valuation allowance, to the extent that it is more likely than not that such losses 
will be ultimately utilized. These future income tax assets and liabilities are measured using substantially 
enacted tax rates and laws that are expected to apply when the tax assets or liabilities are to be settled or 
realized. 

Financial instruments 
Financial assets 
All financial assets are initially recorded at fair value and designated upon inception into one of the 
following four categories: loans and receivables, held to maturity, available for sale or fair value through 
profit or loss (FVTPL). 

Financial assets classified as loans and receivables and held to maturity are measured at amortized cost 
using the effective interest method less any allowance for impairment. The effective interest method is a 
method of calculating the amortized cost of a financial asset and of allocating interest income over the 
relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts 
(including all fees paid or received that form an integral part of the effective interest rate, transaction costs 
and other premiums or discounts) through the expected life of the financial asset, or, where appropriate, a 
shorter period. 

A-112



 
The accompanying notes are an integral part of these financial statements  8 

BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
April 30, 2013 
(Unaudited) 

 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Financial assets classified as available for sale are measured at fair value with unrealized gains and 
losses recognized in other comprehensive income (loss) except for losses in value that are considered 
other than temporary or a significant or prolonged decline in the fair value of that investment below its 
cost. 
 
Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses 
recognized through profit and loss. 
 
Transactions costs associated with FVTPL financial assets are expensed as incurred, while transaction 
costs associated with all other financial assets are included in the initial carrying amount of the asset. 
 
Impairment of financial assets 
The Corporation assesses, at each balance sheet date, whether there is any objective evidence that a 
financial asset is impaired. A financial asset or a group of financial assets is deemed to be impaired if, 
and only if, there is objective evidence of impairment as a result of one or more events that have occurred 
after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on the 
estimated future cash flows of the financial asset or the group of financial assets that can be reliably 
estimated. Evidence of impairment may include indications that the debtors or a group of debtors is 
experiencing significant financial difficulty, default or delinquency in interest or principal payments, the 
probability that they will enter bankruptcy or other financial reorganization and where observable data 
indicate that there is a measurable decrease in the estimated future cash flows, such as changes in 
arrears or economic conditions that correlate with defaults. Impairment losses on financial assets carried 
at amortized cost are reversed in subsequent periods if the amount of the loss decreases and the 
decrease can be related objectively to an event occurring after the impairment was recognized. 
 
Financial liabilities 
All financial liabilities are initially recorded at fair value and designated upon inception as FVTPL or other 
financial liabilities. 
 
Financial liabilities classified as other financial liabilities are initially recognized at fair value less directly 
attributable transaction costs. After initial recognition, other financial liabilities are subsequently measured 
at amortized cost using the effective interest method. The effective interest method is a method of 
calculating the amortized cost of a financial liability and of allocating interest expense over the relevant 
period. The effective interest rate is the rate that exactly discounts estimated future cash payments 
through the expected life of the financial liability, or where appropriate, a shorter period. 
 
Financial liabilities classified as FVTPL include financial liabilities held for trading and financial liabilities 
designated upon initial recognition as FVTPL. Derivatives, including separated embedded derivatives, are 
also classified as held for trading unless they are designated as effective hedging instruments. 
Transaction costs on financial liabilities classified as FVTPL are expensed as incurred. At the end of each 
reporting period subsequent to initial recognition, financial liabilities classified as FVTPL are measured at 
fair value, with changes in fair value recognized directly in profit or loss in the period in which they arise. 
The net gain or loss recognized in profit or loss excludes any interest paid on the financial liabilities. 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
April 30, 2013 
(Unaudited) 

 
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Recent accounting pronouncements 
Financial Instruments 
The IASB, International Accounting Standards Board, intends to replace IAS 39, Financial Instruments: 
Recognition and Measurements with IFRS 9, Financial Instruments. IFRS 9 will be published in three 
phases, of which the first phase has been published.  
 
For financial assets, IFRS 9 uses a single approach to determine whether a financial asset is measured 
at amortized cost or fair value, and replaces the multiple rules in IAS 39. The approach in IFRS 9 is based 
on how an entity manages its financial instruments in the context of its business model and the 
contractual cash flow characteristics of the financial assets. The new standard also requires a single 
impairment method to be used. For financial liabilities, the approach to the fair value option may require 
different accounting for changes to the fair value of a financial liability as a result of changes to an entity's 
own credit risk. 
 
IFRS 9 is effective for annual periods beginning on or after January 1, 2015 with different transitional 
arrangements depending on the date of initial application. The Company will evaluate the impact of 
adopting IFRS 9 when in management’s opinion, relevant amounts become material to affect the 
presentation in the financial statements. 
 
Fair Value Measurement 
This new standard sets out a single IFRS framework for measuring fair value and establishes disclosure 
requirements for fair value measurements. This standard is effective for annual periods commencing on 
or after January 1, 2013 with earlier adoption permitted. IFRS 13, Fair Value Measurement, requires 
minimal disclosure changes in the Company’s financial statements. 
 
Income Taxes 
IAS 12, Income Taxes, was amended to introduce an exception to the existing principle for the 
measurement of deferred tax assets or liabilities arising on investment property measured at fair value. As 
a result of the amendment, there is a rebuttable presumption that the carrying amount of the investment 
property will be recovered through sale when considering the expected manner of recovery or settlement. 
SIC-21, Income Taxes – Recovery of Revalued Non-Depreciable Assets, will no longer apply to 
investment properties carried at fair value. The amendment also incorporates into IAS 12 the remaining 
guidance previously contained in SIC-21, which is withdrawn. The amendment is effective for annual 
periods beginning on or after July 1, 2012 with earlier application permitted. 
 
There have been amendments to existing standards, including IAS 27, Separate Financial Statements, 
and IAS 28, Investments in Associates and Joint Ventures. IAS 27 addresses accounting for subsidiaries, 
jointly controlled entities and associates in non-consolidated financial statements. IAS 28 has been 
amended to include joint ventures in its scope and to address the changes in IFRS 10-12. 
 
Presentation of Items of Other Comprehensive Income 
In June 2011, the IASB issued an amendment to IAS 1, Presentation of Financial Statements requiring 
corporations to group items presented within Other Comprehensive Income based on whether they may 
be subsequently reclassified to profit or loss. Retrospective application of this amendment is effective for 
fiscal years beginning on or after July 1, 2012, with earlier adoption permitted. There will be no significant 
impact to the Company upon implementation of the amended standard. 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
April 30, 2013 
(Unaudited) 

4. FINANCIAL INSTRUMENTS

The Corporation's financial instruments include cash, mortgages receivable, accounts payable and 
accrued liabilities, due to related parties and promissory notes. 

Classification of these financial instruments are as follows: 

Cash is classified at “fair value through profit and loss.” 

Mortgages receivable are classified as "loans and receivables". After their initial fair value measurement, 
they are measured at amortized cost using the effective interest rate method; and 

Accounts payable and accrued liabilities, due to related parties and promissory notes are classified as 
"other financial liabilities". After their initial fair value measurement, they are measured at amortized cost 
using the effective interest rate method. 

Risk management policy 
Risk management relates to the understanding and active management of risks associated with all areas 
of the operations and the associated operating environment. All mortgages are current with receipt of  
payments due within one year. 

Credit risk 
Credit risk arises from the possibility that mortgagors may experience financial difficulty and be unable to 
fulfill their mortgage commitments. The Corporation mitigates this risk by having well established lending 
policies in place that ensure mortgages are well secured and by limiting its exposure to any one 
mortgagor. There are no significant concentrations of credit risk as the average mortgage amount as at 
April 30, 2013 was $453,446 (2012 - $616,213) and the largest mortgage was $2,801,778 (2012 - 
$1,574,042). 

Interest rate price risk 
Interest rate price risk arises from the possibility that at the end of a mortgage's term it will be repriced to 
a prevailing interest rate lower than the original one. This risk is mitigated by the fact that the Corporation 
is not as exposed to market mortgage rates because there is no specific market for mortgages of similar 
type, terms and credit risk. This has allowed the Corporation to renew its mortgages at higher rates. 
Mortgages are issued with 1 year terms and have fixed interest rates. The Corporation's debt is 
comprised of promissory notes with fixed interest rates.  

Liquidity risk 
Liquidity risk is the risk that the Corporation will encounter difficulty in meeting obligations associated with 
financial liabilities. Liquidity risk is measured by reviewing the Corporation's future net cash flows for the 
possibility of a negative net cash flow. The Corporation manages its liquidity risk by ensuring cash from 
operations is sufficient to meet operating needs as well as through the sale of assets or the short term 
borrowings secured by assets. Liquidity risk is also mitigated by the terms offered to investors which state 
that all redemptions are at the discretion of management and are dependent on the circumstances 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
April 30, 2013 
(Unaudited) 

 
 
5. DEFERRED INCOME TAXES 
 
The Corporation has incurred losses of $1,252,028 for tax purposes which are available to reduce future 
taxable income.  If not utilized, these losses will expire as follows: 
 
  2030  $    227,611 
  2031  645,182 
  2033 379,235 

 
 
   $ 1,252,028 

 
 
6. PROMISSORY NOTES 
 
  April 30 January 31 
  2013 2013 

 
 
Loans bearing interest at 8% and 14% per annum, repayable 
at maturity. The loans mature between September 30, 2013 
and January 31, 2016 and are unsecured.  $ 23,724,221 $ 23,615,296 
 
Amounts payable within one year  (6,128,386) (5,518,382) 

 
 
  $ 17,595,835 $ 18,096,914 

 
 
Principal repayment is due as follows: 
 
 2014  $   6,128,386 
 2015  6,205,354 
 2016  11,390,481 

 
 
  $ 23,724,221 

 
 
The unsecured promissory notes consist of several notes owing to Fountainhead Trust with various 
maturity dates, together with accrued interest. Each note is for a five year term with no payments until 
maturity when the full amount of the principal and interest is due. The notes maturing in the 2014 and 
2015 fiscal year ends bear interest at 14%, and the remaining notes bear interest at 8% per annum, all 
accruing annually. 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
April 30, 2013 
(Unaudited) 

7. DUE TO RELATED PARTIES

The Corporation is related to Builder's Capital Management Corp. (“BCMC”) by virtue of a common 
shareholder, directors, and management. BCMC provides management service to the Corporation. 
Included in accounts payable and accrued liabilities is $131,321 (January 31, 2013 - $4,875) due to 
BCMC. 

The Corporation is related to Soto Enterprises Ltd. ("Soto") by virtue of a common shareholder, directors, 
and management. Soto provides a demand loan with an interest rate at 14%. 

The Corporation is related to Builder's Capital Mortgage Investment Corporation ("BCMIC") by virtue of 
common shareholder, directors and management. BCMIC invests in mortgage contracts along with the 
Corporation. 

The Corporation is related to Builder's Capital Construction Corp. ("BCCC") by virtue of common 
shareholder, directors and management. Included in accounts payable and accrued liabilities is $3,475 
(January 31, 2013 - $5,850). BCCC provides construction services to foreclosed properties for the 
Corporation. 

During the period the following occurred with Soto and BCMIC. 
April 30 January 31 

2013 2013 

Related party transactions 
Soto Enterprises Ltd. ("Soto") 
company with a common shareholder, directors, and management. 
Demand loan payable, end of period $ 2,774,476 $ 2,320,269 

Builder's Capital Mortgage Investment Corp. ("BCMIC") 
company with a common shareholder, directors, and management. 
Loan receivable, end of period  - (716) 

$  2,774,476 $ 2,319,553 

Builder's Capital Construction Corp. ("BCCC") 
company with a common shareholder, directors, and management. 
Construction service provided to properties that were 
 foreclosed on, during the period  $       18,615 

These transactions are in the normal course of operations and are measured at the exchange amount, 
which is the amount of consideration established and agreed to by the related parties. 
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BUILDER'S CAPITAL INC. 
Notes to Financial Statements 
April 30, 2013 
(Unaudited) 

8. SHARE CAPITAL

Authorized: 
Unlimited Class A and B voting, non-cumulative common shares 
Unlimited Class C, D, and E non - voting, non-cumulative common shares 

April 30 January 31 
2013 2013 

 Issued: 
100 Class A common shares $ 1 $ 1

9. CAPITAL MANAGEMENT

The Corporation’s objective when managing capital is to safeguard its ability to continue as a going 
concern so that it can continue to provide returns to shareholders. The Corporation manages the capital 
structure and makes adjustments to it in light of changes in economic conditions and the risk 
characteristics of the underlying assets. The Corporation’s objective is met by retaining adequate equity 
to provide for the possibility that cash flows from assets will not be sufficient to meet future cash flow 
requirements. The Board of Directors does not establish quantitative return on capital criteria for 
management. The Corporation defines capital as the aggregate of total equity, cash and debt. The 
Corporation is not subject to any externally imposed cash flow requirements. 
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INDEPENDENT AUDITORS' REPORT

To the Shareholders of Builder's Capital Inc.

We have audited the accompanying financial statements of Builder's Capital Inc., which comprise the
statements of financial position as at January 31, 2013, January 31, 2012 and February 1, 2011, and the
statements of comprehensive income, changes in equity and cash flows for the years ended January 31,
2013 and January 31, 2012, and a summary of significant accounting policies and other explanatory
information.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

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

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

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

(continues)

#1705, 1632 - 14th Avenue NW, Calgary, AB  T2N 1M7   Phone: 403.777.2299  Fax: 403.777.4201  www.dntw.com

A-121



A-122



BUILDER'S CAPITAL INC.

Statement of Financial Position

As at January 31, 2013

January 31 January 31 February 1

2013 2012 2011

ASSETS

CURRENT
Cash $ 949,825 $ 1,114,314 $ 147,799
Inventory 2,012,660 626,539 687,674
Mortgages receivable 21,567,459 20,560,932 20,266,992

24,529,944 22,301,785 21,102,465

DEFERRED INCOME TAXES(Note 5) 364,884 270,075 362,883

$ 24,894,828 $ 22,571,860 $ 21,465,348

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT
Accounts payable and accrued liabilities $ 47,060 $ 27,807 $ 3,998
Due to related parties(Note 7) 2,319,553 2,034,639 2,962,456
Promissory notes, current portion (Note 6) 5,518,382 11,008,470 1,969,127

7,884,995 13,070,916 4,935,581

PROMISSORY NOTES (Note 6) 18,096,914 10,303,600 17,528,137

25,981,909 23,374,516 22,463,718

SHAREHOLDERS' EQUITY
Share capital (Note 8) 1 1 1
Deficit (1,087,082) (802,657) (998,371)

(1,087,081) (802,656) (998,370)

$ 24,894,828 $ 22,571,860 $ 21,465,348

ON BEHALF OF THE BOARD

_____________________________ Director

_____________________________ Director

The accompanying notes are an integral part of these financial statements.
3
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BUILDER'S CAPITAL INC.

Statement of Comprehensive Income

Year Ended January 31, 2013

2013 2012

REVENUE
Mortgage interest revenue $ 2,782,466 $ 2,695,291
Lender's fees 199,625 171,941
Bank interest income 1,641 13,020

2,983,732 2,880,252

EXPENSES
Interest on long term debt 1,911,181 1,814,806
Bad debts 1,131,871 506,612
Loan service fees 285,630 249,868
Accounting fees 20,448 13,249
Interest and bank charges 13,153 7,193
Office 683 -

3,362,966 2,591,728

INCOME (LOSS) BEFORE INCOME TAXES (379,234) 288,524

FUTURE INCOME TAXES (RECOVERED) (94,809) 92,808

COMPREHENSIVE INCOME (LOSS) $ (284,425) $ 195,716

EARNINGS (LOSS) PER SHARE $ (2,844.25) $ 1,957.16

The accompanying notes are an integral part of these financial statements.
4

A-124



BUILDER'S CAPITAL INC.

Statement of Changes in Equity

Year Ended January 31, 2013

2013

Number of
shares

Share capital
stated value

Retained
earnings
(Deficit)

Total equity

Balances at February 1, 2012 100 $ 1 $ (802,657) $ (802,656)
Net income (loss) - - (284,425) (284,425)

Balances at January 31, 2013 100 $ 1 $ (1,087,082) $ (1,087,081)

2012

Number of
shares

Share capital
stated value

Retained
earnings
(Deficit)

Total equity

Balances at February 1, 2011 100 $ 1 $ (998,373) $ (998,372)
Net income (loss) - - 195,716 195,716

Balances at January 31, 2012 100 $ 1 $ (802,657) $ (802,656)

The accompanying notes are an integral part of these financial statements.
5
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BUILDER'S CAPITAL INC.

Statement of Cash Flows

Year Ended January 31, 2013

2013 2012

OPERATING ACTIVITIES
Net income (loss) $ (284,425) $ 195,716

Changes in non-cash working capital:  
Decrease (increase) in mortgages receivable (1,006,527) (293,940)
Decrease (increase) in inventory (1,386,121) 61,135
Increase (decrease) in accounts payable and accrued  liabilities 19,253 23,806
Deferred income taxes (94,809) 92,808

(2,468,204) (116,191)

Cash flow from (used by) operating activities (2,752,629) 79,525

FINANCING ACTIVITIES
Increase (decrease) in demand loan 284,914 (927,817)
Increase in promissory notes 2,303,226 1,814,807

Cash flow from financing activities 2,588,140 886,990

INCREASE (DECREASE) IN CASH FLOW (164,489) 966,515

Cash - beginning of year 1,114,314 147,799

CASH - END OF YEAR $ 949,825 $ 1,114,314

CASH FLOWS SUPPLEMENTARY INFORMATION

Interest paid $ (11,786) $ (3,525)

The accompanying notes are an integral part of these financial statements.
6
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2013

1. DESCRIPTION OF BUSINESS

Builder's Capital Inc. (the "Ccorporation") was incorporated under the Business Corporations Act of
Alberta on January 22, 2003. The Corporation was formed to provide mortgages primarily to building
contractors during the course of construction in Alberta.

The registered office of the Corporation is Suite 700, 1300 - 8th Street SW Calgary, Alberta and its
principal place of operations is located at 405, 1210 - 8th Street SW Calgary, Alberta. These financial
statements were approved and authorized for issuance by the Board of Directors on July 8, 2013.

2. BASIS OF PRESENTATION

(a) Statement of compliance
The Corporation's financial statements for the year ended January 31, 2013 are the first annual
financial statements that comply with International Reporting Standards ("IFRS").

The Corporation's transition date to IFRS was February 1, 2011 ("Transition Date"). The
Corporation's prepared its opening IFRS balance sheet at that date. The IFRS adoption date is
February 1, 2011 ("Changeover date or Adoption date").

The financial statements have been prepared in compliance with IFRS. The Corporation did not have
any material differences between IFRS and Canadian GAAP. As such there are no reconciling items
that would materially change the reporting requirements under Canadian GAAP to IFRS.

(b) Functional and presentation currency
These financial statements are presented in Canadian dollars, which is the Corporation's functional
currency.

(c) Basis of measurement
The financial statements have been prepared on the historical cost basis except for certain financial
instruments that are measured at fair value, as explained in the accounting policies below. Fair value
is generally based on the fair value of the consideration given in exchange for assets. The financial
statements have also been prepared on the basis that the Corporation will continue to operate as a
going concern, which contemplates the realization of assets and the settlement of liabilities and
commitments in the normal course of business.

(d) Use of estimates and judgements
The preparation of consolidated financial statements in conformity with IFRS requires management
to make judgments, estimates and assumptions that affect the application of accounting policies and
the reported amounts of assets, liabilities, income and expenses. Actual results of deferred income
taxes and allowance for mortgage losses may differ from these estimates.

Estimates and judgments are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances. Accounting estimates will, by definition, seldom equal the actual results. Revisions to
accounting estimates are recognized in the period in which the estimates are revised and in any
future periods affected.

7
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2013

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents

Cash includes cash on hand and bank deposits. The carrying amounts approximate fair value
because they have maturities at the date of purchase of less than ninety days.

Inventory

Inventory is measured at the lower of cost or net realizable value. Net realizable value is the
estimated selling price in the ordinary course of business less the estimated costs of completion and
the estimated costs necessary to make the sale. Cost is determined by specific identification method.
Inventory includes real estate that is being foreclosed on.

Mortgages

Mortgages consist of the principal portion of mortgages, accrued interest and allowances for
mortgage losses.

Mortgages receivable are stated at their amortized cost less any provision for losses on mortgages
that are identified as impaired or in default.  Impairment is assessed on a mortgage by mortgage
basis taking into account specific circumstances.  The Corporation classifies a mortgage loan as
impaired when, in the opinion of management, there is reasonable doubt as to the collectibility, either
in whole or in part, of principal or interest.

Allowance for investment impairment

Allowance for investment impairment represents specific provisions established as a result of reviews
of individual investments and groups of investments.  Specific allowances are established by
reviewing the value of the collateral underlying the loan.  General allowances are established by
reviewing specific arrears and current economic conditions.

Restructured investments are not considered impaired where reasonable assurance exists that the
borrower will meet the terms of the modified debt agreement.

Investments are classified as impaired, and a provision for loss is established, when there is no
longer reasonable assurance of the timely collection of the full amount of principal or interest.  Loans
are classified as impaired on a case by case basis.  Impaired loans are written down unless they are
fully secured or collection efforts are reasonably expected to result in repayment of the debt.

The Corporation reivews its mortgage receivable at each financial statement date to assess whether
an impairment loss should be recorded. In the event that a loan is considered impaired, the accrual of
interest is discontinued.  In the event that the carrying amount of the loan exceeds the estimated
realizable value, the loan is written down to the realizable value.  There were $1,541,508 of loans that
were written down in the current year (2012 - $506,612).

(continues)
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2013

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Provisions

Provisions are recognized when the Corporation has a present obligation (legal or constructive) as a
result of a past event, it is probable that the Corporation will be required to settle the obligation, and a
reliable estimate can be made of the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the
present obligation at the end of the reporting period, taking into account the risks and uncertainties
surrounding the obligation.  When a provision is measured using the cash flows estimated to settle
the net present obligation, its carrying amount is the present value of those cash flows (when the
effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognized as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.

Earnings per share

Earnings per share is calculated based on the weighted average number of shares outstanding
during the period. The diluted earnings per share reflects the potential dilution of common share
equivalents, such as outstanding stock options and outstanding warrants, in the weighted average
number of common shares outstanding during the year, if dilutive. The Corporation follows the
treasury method of calculating diluted earnings per share. The method assumes that any proceeds
from the exercise of stock options and other dilutive instruments would be used to purchase common
shares at the average market price during the period.

Revenue recognition

Interest on investments is recorded on the accrual basis except when a loan is considered to be non-
performing.  Interest income on non-performing loans is recognized on a cash basis but only after
any specific provision for impairment has been recovered, and provided there is no further doubt as
to the collectibility of the principal amount.

Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and
collectibility is reasonably assured.

Lender's fees are charged by the Corporation when the application for mortgage is processed and
cash is advanced to the mortgagors.  The lender's fee is generally charged at 0.5% of the total
mortgage granted to the mortgagee.

Income taxes

The Corporation accounts for income taxes using the asset and liability method of accounting.  Under
this method, future income tax assets and future income tax liabilities are recorded based on
temporary differences between the financial reporting basis of the Corporation's assets and liabilities
and their corresponding tax basis.  The future benefits of income tax assets, including unused tax
losses, are recognized subject to a valuation allowance, to the extent that it is more likely than not
that such losses will be ultimately utilized.  These future income tax assets and liabilities are
measured using substantially enacted tax rates and laws that are expected to apply when the tax
assets or liabilities are to be settled or realized.

(continues)
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2013

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments

Financial assets

All financial assets are initially recorded at fair value and designated upon inception into one of the
following four categories: loans and receivables, held to maturity, available for sale or fair value
through profit or loss (“FVTPL”).

Financial assets classified as loans and receivables and held to maturity are measured at amortized
cost using the effective interest method less any allowance for impairment. The effective interest
method is a method of calculating the amortized cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts (including all fees paid or received that form an integral part of the
effective interest rate, transaction costs and other premiums or discounts) through the expected life
of the financial asset, or, where appropriate, a shorter period.

Financial assets classified as available for sale are measured at fair value with unrealized gains and
losses recognized in other comprehensive income (loss) except for losses in value that are
considered other than temporary or a significant or prolonged decline in the fair value of that
investment below its cost.

Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses
recognized through profit and loss.

Transactions costs associated with FVTPL financial assets are expensed as incurred, while
transaction costs associated with all other financial assets are included in the initial carrying amount
of the asset.

Impairment of financial assets

The Corporation assesses at each balance sheet date whether there is any objective evidence that a
financial asset is impaired. A financial asset or a group of financial assets is deemed to be impaired
if, and only if, there is objective evidence of impairment as a result of one or more events that have
occurred after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has an
impact on the estimated future cash flows of the financial asset or the group of financial assets that
can be reliably estimated. Evidence of impairment may include indications that the debtors or a group
of debtors is experiencing significant financial difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy or other financial reorganization and where
observable data indicate that there is a measurable decrease in the estimated future cash flows,
such as changes in arrears or economic conditions that correlate with defaults. Impairment losses on
financial assets carried at amortized cost are reversed in subsequent periods if the amount of the
loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognized.

(continues)
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2013

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial liabilities

All financial liabilities are initially recorded at fair value and designated upon inception as FVTPL or
other financial liabilities.

Financial liabilities classified as other financial liabilities are initially recognized at fair value less
directly attributable transaction costs. After initial recognition, other financial liabilities are
subsequently measured at amortized cost using the effective interest method. The effective interest
method is a method of calculating the amortized cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments through the expected life of the financial liability, or where
appropriate, a shorter period.

Financial liabilities classified as FVTPL include financial liabilities held for trading and financial
liabilities designated upon initial recognition as FVTPL. Derivatives, including separated embedded
derivatives, are also classified as held for trading unless they are designated as effective hedging
instruments. Transaction costs on financial liabilities classified as FVTPL are expensed as incurred.
At the end of each reporting period subsequent to initial recognition, financial liabilities classified as
FVTPL are measured at fair value, with changes in fair value recognized directly in profit or loss in the
period in which they arise. The net gain or loss recognized in profit or loss excludes any interest paid
on the financial liabilities.

Recent accounting pronouncements

IFRS 9 Financial instruments: classification and measurement
In  2011,  the  IASB  issued  an  amended  version  ofIFRS  9  which  provides  additional  guidance
to classification  and  measurement  of  the  Corporation’s  financial  assets,  but  will  not  have  an
impact  on classification  and  measurements  offinancial  liabilities.  Due  to  the  amendment  in
2011,  this  standard  is now required to be adopted for periods beginning January 1, 2015. The
Corporation is currently analyzing the impact, if any, that the adoption of this standard will have on its
financial statements.

IAS 32 Offsetting financial assets and financial liabilities
In  2011,  the  IASB  issued  amendments  to  IAS  32  clarifying  the  meaning  of  “currently  has  a
legal enforceable  right  to  set-off”  and  the  application  of  the  IAS  32  offsetting  criteria  to
settlement  systems which  apply  gross  settlement  mechanisms  that  are  not  simultaneous.
These  amendments  are  required  to be  adopted  for  periods  beginning  January  1,  2014.  The
Corporation is  currently  analyzing  the  impact,  if any, that the adoption of this standard will have on
its financial statements.
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2013

4. FINANCIAL INSTRUMENTS

The Corporation's financial instruments include cash, mortgages receivable, accounts payable and
accrued liabilities, due to related parties and promissory notes.

Classification of these financial instruments are as follows:

Cash is classified at fair value through profit and loss.

Mortgages receivable are classified as "loans and receivables". After their initial fair value
measurement, they are measured at amortized cost using the effective interest rate method; and

Accounts payable and accrued liabilities, due to related parties and promissory noteses are classified
as "other financial liabilities". After their initial fair value measurement, they are measured at
amortized cost using the effective interest rate method.

Fair values

IFRS 13 establishes a fair value hierarchy that prioritizes the input to valuation techniques used to
measure fair value as follows:

Level I
Quoted prices are available in active markets for identical assets or liabilities as of the reporting date.
Active markets are those in which transactions occur in sufficient frequency and volume to provide
pricing information on an ongoing basis.

Level II
Pricing inputs are other than quoted prices in active markets included in Level I. Prices in Level II are
either directly or indirectly observable as of the reporting date. Level II valuations are based on inputs,
included quoted forward prices for commodities, time value and volatility factors, which can be
substantially observed or corroborated in the marketplace.

Level III
Valuations in this level are those with inputs for the asset or liability that are not based on observable
market data.

Cash and cash equivalents are measured at fair value using Level I as they are primarily derived
directly from reference to quoted (unadjusted) prices in over the counter market.

The Corporation has not identified any Level II or Level III financial instruments reported at fair value.

Risk management policy

Risk management relates to the understanding and active management of risks associated with all
areas of the operations and the associated operating environment. All mortgages are current with
receipt of payments due within one year.

Credit risk
Credit risk arises from the possibility that mortgagors may experience financial difficulty and be
unable to fulfil their mortgage commitments.  The Corporation mitigates this risk by having well
established lending policies in place that ensure mortgages are well secured and by limiting its
exposure to any one mortgagor.  There are no significant concentrations of credit risk as the average
mortgage amount as at January 31, 2013 was $802,850 (2012 - $700,770) and the largest mortgage
was 2,892,938 (2012 - $4,458,161).

(continues)
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2013

4. FINANCIAL INSTRUMENTS (continued)

Interest rate price risk
Interest rate price risk arises from the possibility that at the end of a mortgage's term it will be
repriced to a prevailing interest rate lower than the original one.  This risk is mitigated by the fact that
the Corporation is not as exposed to market mortgage rates because there is no specific market for
mortgages of similar type, terms and credit risk.  This has allowed the Corporation to renew its
mortgages at higher rates.

Mortgages are issued with 1 year terms and have fixed interest rates.  The weighted average interest
rate of mortgages as at January 31, 2013 was 13.24% (2012 - 13.81%).

The Corporation's debt comprises bank loan and promissory notes, with the bank loan bearing
interest interest based on bank prime rate as a benchmark.

At January 31, 2013, if interest rates at that date had been 100 basis points lower or higher, with all
other variables held constant, comprehensive income and equity for the year would be affected as
follows:

(continues)
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2013

4. FINANCIAL INSTRUMENTS (continued)
Carrying Value -1% +1%

Financial assets:
Mortgages receivable 23,579,904 - -
Financial liabilities:
Bank loan 400,000 4,000 (4,000)
Accounts payable and accrued liabilities 36,335 - -
Due from related parties 2,330,278 - -
Promissory notes 2,315,297 - -

Total increase (decrease) $ 4,000 $ (4,000)

Liquidity risk
Liquidity risk is the risk that the Corporation will encounter difficulty in meeting obligations associated
with financial liabilities.  Liquidity risk is measured by reviewing the Corporation's future net cash
flows for the possibility of a negative net cash flow. The Corporation manages its liquidity risk by
ensuring cash from operations is sufficient to meet operating needs as well as through the sale of
assets or the short term borrowings secured by assets.  Liquidity risk is also mitigated by the terms
offered to investors which state that all redemptions are at the discretion of management and are
dependent on the circumstances and to borrowers that state that the Corporation is never obligated
to advance funds.

5. INCOME TAXES

The provision for income taxes differs from the amount computed by applying the combined federal
and provincial tax rates to the loss before taxes.  The difference results from the following:

2013 2012
Comprehensive income (loss) (379,234) 288,524          
Tax rate 25% 25%
Expected income tax expense (reduction) (94,809) 72,131            

Increase (decrease) resulting from:
   Change in tax rate - 20,677            
Effective tax expense (94,809) 92,808            

2013 2012
Non-capital losses 1,459,534          1,080,300       
Tax rate 25% 25%
Deferred income tax assets 364,884             270,075          
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2013

The Corporation has incurred losses of $1,459,534 for tax purposes which are available to reduce
future taxable income. The losses will expire as follows: 

2030 $ 435,117
2031 645,182
2033 379,235

$ 1,459,534

6. PROMISSORY NOTES
2013 2012

 Loans bearing interest at 8% and 14% per annum, repayable
at maturity.  The loans mature between September 30, 2013
and January 31, 2016  and are unsecured. $ 23,215,297 $ 21,312,070

 Loan bearing interest at prime plus 3% per annum, repayable
on demand.  The loan is secured by real properties that were
foreclosed on. 400,000 -

23,615,297 21,312,070

Amounts payable within one year (5,518,382) (11,008,470)

$ 18,096,915 $ 10,303,600

Principal repayment terms are approximately: 

2014 $ 5,518,382
2015 6,205,354
2016 11,891,561

$ 23,615,297

The unsecured promissory notes consist of several notes owing to Fountainhead Trust with various
maturity dates, together with accrued interest. Each note is for a five year term with no payments until
maturity when the full amount of the principal and interest is due. The notes maturing in the 2014 and
2015 fiscal year ends bear interest at 14%, and the remaining notes bear interest at 8% per annum,
all accruing annually. Original principal amounts are scheduled to be repaid as above. 
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2013

7. RELATED PARTIES

The Corporation is related to Builder's Capital Management Corporation by virtue of a common
shareholder, directors, and management. The Management Corporation provides management
service to the Corporation. Included in accounts payable and accrued liabilities is $4,875 (2012 -
$19,806) due to the Management Corporation. Soto Enterprises Ltd. formerly provided these
services.

The Corporation is related to Soto Enterprises Ltd. ("Soto") by virtue of a common shareholder,
directors, and management. Soto provides a demand loan with interest rate at 14%.

The Corporation is related to Builder's Capital Mortgage Investment Corporation ("BCMIC") by virtue
of common shareholder, directors and management. BCMIC invests mortgage contracts along with
the Corporation.

The Corporation is related to Builder's Capital Construction Corp. ("BCCC") by virtue of common
shareholder, directors and management. Included in accounts payable and accrued liabilities is
$5,850 (2012 - $nil). BCCC provides construction services to foreclosed properties for the
Corporation.

During the year the following occurred with Soto, BCMIC and BCCC.

2013 2012

Related party transactions

Soto Enterprises Ltd. ("Soto")

company with a common shareholder, directors, and 

   management.

 Demand loan payable 2,320,269$ 2,034,639$ 

Builder's Capital Mortgage Investment Corp. ("BCMIC")

company with a common shareholder, directors, and 

   management.

 Loan receivable (716)             -                

2,319,553$ 2,034,639$ 

The demand loan balance includes interest of $285,630 (2012 - $249,868).

Builder's Capital Construction Corp. ("BCCC")

company with a common shareholder, directors, and 

   management.

 Construction service provided to properties that were 

     foreclosed on 3,352,282$ -$             

These transactions are in the normal course of operations and are measured at the exchange
amount, which is the amount of consideration established and agreed to by the related parties.
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2013

8. SHARE CAPITAL

Authorized:
Unlimited Class A and B voting, non-cumulative common shares
Unlimited Class C, D, and E non - voting, non-cumulative common shares

2013 2012

Issued:
100 Class A common shares $ 1 $ 1

9. CAPITAL MANAGEMENT

The Corporation’s objective when managing capital is to safeguard its ability to continue as a going
concern, so that it can continue to provide returns to shareholders. The Corporation manages the
capital structure and makes adjustments to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. The Corporation’s objective is met by retaining adequate
equity to provide for the possibility that cash flows from assets will not be sufficient to meet future
cash flow requirements. The Board of Directors does not establish quantitative return on capital
criteria for management. The Corporation defines capital as the aggregate of total equity, cash and
debt. The Corporation is not subject to any externally imposed cash flow requirements.
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BUILDER'S CAPITAL INC.

Balance Sheet

January 31, 2012

2012 2011

ASSETS

CURRENT
Cash $ 1,114,314 $ 147,799
Mortgages receivable (Note 4) 20,560,932 20,266,992
Inventory 626,539 687,674

22,301,785 21,102,465

FUTURE INCOME TAXES 270,075 362,883

$ 22,571,860 $ 21,465,348

LIABILITIES AND SHAREHOLDERS' DEFICIENCY

CURRENT
Accounts payable and accrued liabilities $ 27,806 $ 3,999
Demand loan (Note 8) 2,034,639 2,962,456
Promissory notes, current portion (Note 6) 11,008,470 1,969,127

13,070,915 4,935,582

PROMISSORY NOTES (Note 6) 10,303,600 17,528,137

23,374,515 22,463,719

SHAREHOLDERS' DEFICIENCY
Share capital (Note 9) 1 1
Deficit (802,656) (998,372)

(802,655) (998,371)

$ 22,571,860 $ 21,465,348

APPROVED BY DIRECTORS

_____________________________ Director

_____________________________ Director

The accompanying notes are an integral part of these financial statements.
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BUILDER'S CAPITAL INC.

Statement of Income and Deficit

Year Ended January 31, 2012

2012 2011

REVENUE
Mortgage interest revenue $ 2,695,291 $ 1,460,721
Lender's fees 171,941 130,749
Bank interest income 13,020 68,218

2,880,252 1,659,688

GENERAL AND ADMINISTRATIVE EXPENSES
Interest on long term debt 1,814,806 2,010,776
Loan service fees 249,867 221,868
Legal and accounting 13,249 5,921
Interest and bank charges 7,194 4,867
Bad debts 506,612 59,951
Travel - 2,977

2,591,728 2,306,360

INCOME (LOSS) BEFORE INCOME TAXES 288,524 (646,672)

FUTURE INCOME TAXES RECOVERED (92,808) 161,349

NET INCOME (LOSS) 195,716 (485,323)

DEFICIT - BEGINNING OF YEAR (998,372) (513,049)

DEFICIT - END OF YEAR $ (802,656) $ (998,372)

The accompanying notes are an integral part of these financial statements.
3

A-142



BUILDER'S CAPITAL INC.

Statement of Cash Flows

Year Ended January 31, 2012

2012 2011

OPERATING ACTIVITIES
Net income (loss) $ 195,716 $ (485,323)

Changes in non-cash working capital:  
Decrease (increase) in mortgages receivable (232,805) (10,842,167)
Incorporation costs - cost - 277
Increase (decrease) in accounts payable and accrued  liabilities

23,807 999
Increase in income taxes payable - 117,312
Increase (decrease) in future income taxes payable 92,808 (161,349)

(116,190) (10,884,928)

Cash flow from (used by) operating activities 79,526 (11,370,251)

FINANCING ACTIVITIES
Increase (decrease) in demand loan (927,817) 1,396,867
Increase in promissory notes 1,814,806 1,919,027

Cash flow from financing activities 886,989 3,315,894

INCREASE (DECREASE) IN CASH 966,515 (8,054,357)

Cash - beginning of year 147,799 8,202,156

CASH - END OF YEAR $ 1,114,314 $ 147,799

CASH FLOWS SUPPLEMENTARY INFORMATION

Interest paid $ 3,525 $ (1,638)

Income taxes recovered $ - $ (117,312)

The accompanying notes are an integral part of these financial statements.
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2012

1. DESCRIPTION OF BUSINESS  

Builder's Capital Inc. (the "Company") was formed to provide mortgages primarily to building
contractors during the course of construction in Alberta.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES        

Use of estimates

The preparation of financial statements in accordance with Canadian generally accepted accounting
principles requires management to make assumptions and estimates that affect the reported
amounts of assets and liabilities at the date of the financial statements, the reported amounts of
revenue and expenses for the year, as well as the disclosure of contingent assets and liabilities at the
date of the financial statements.  Actual amounts could differ from these estimates.  Significant
estimates include the allowance for mortgage losses, determination of the valuation of real estate,
and mortgages, as well as the collectibility of interest receivable.  

These estimates and assumptions are reviewed periodically and, as adjustments become necessary,
they are reported in earnings in the periods in which they become known.

Cash and cash equivalents

Cash includes cash on hand and bank deposits. The carrying amounts approximate fair value
because they have maturities at the date of purchase of less than ninety days.

Mortgages

Mortgages consist of the principal portion of mortgages, accrued interest, allowances for mortgage
losses and real estate that is being foreclosed on.

Mortgages receivable are stated at their amortized cost less any provision for losses on mortgages
that are identified as impaired or in default.  Impairment is assessed on a mortgage by mortgage
basis taking into account specific circumstances.  The Company classifies a mortgage loan as
impaired when, in the opinion of management, there is reasonable doubt as to the collectibility, either
in whole or in part, of principal or interest.

Inventory      

Real estate is held at the lower of cost or net realizeable value. Costs consist of the principal and
accrued interest on the original loan prior to forclosure plus costs to foreclose on the property and
any additional costs that are directly related to the property. Net realizeable value is the expected
proceeds on sale of the real estate less costs to sell the property.

(continues)
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2012

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Allowance for investment impairment

Allowance for investment impairment represents specific provisions established as a result of reviews
of individual investments and groups of investments.  Specific allowances are established by
reviewing the value of the collateral underlying the loan.  General allowances are established by
reviewing specific arrears and current economic conditions.

Restructured investments are not considered impaired where reasonable assurance exists that the
borrower will meet the terms of the modified debt agreement.

Investments are classified as impaired, and a provision for loss is established, when there is no
longer reasonable assurance of the timely collection of the full amount of principal or interest.  Loans
are classified as impaired on a case by case basis.  Impaired loans are written down unless they are
fully secured or collection efforts are reasonably expected to result in repayment of the debt.

In the event that a loan is considered impaired, the accrual of interest is discontinued.  In the event
that the carrying amount of the loan exceeds the estimated realizable value, the loan is written down
to the realizable value.  There was $506,612 of loans that were written down in the current year (2011
- $59,951).

Revenue recognition

Interest on investments is recorded on the accrual basis except when a loan is considered to be non-
performing.  Interest income on non-performing loans is recognized on a cash basis but only after
any specific provision for impairment has been recovered, and provided there is no further doubt as
to the collectibility of the principal amount.

Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and
collectibility is reasonably assured.

Lender's fees are charged by the Company when the application for mortgage is processed and cash
is advanced to the mortgagors.  The lender's fee is charged at 0.5% of the total mortgage granted to
the mortgagee.

Income taxes

The Company accounts for income taxes using the asset and liability method of accounting.  Under
this method, future income tax assets and future income tax liabilities are recorded based on
temporary differences between the financial reporting basis of the Company's assets and liabilities
and their corresponding tax basis.  The future benefits of income tax assets, including unused tax
losses, are recognized subject to a valuation allowance, to the extent that it is more likely than not
that such losses will be ultimately utilized.  These future income tax assets and liabilities are
measured using substantially enacted tax rates and laws that are expected to apply when the tax
assets or liabilities are to be settled or realized.

(continues)
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2012

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Recent accounting pronouncements

Adoption of International Financial Reporting Standards

The Accounting Standards Board of the Canadian Institute of Chartered Accountants has confirmed
that International Financial Reporting Standards ("IFRS") will replace current Canadian GAAP for
fiscal years beginning on or after January 1, 2014, for investment funds.  From this date forward, the
financial statements, including comparative information, will be reported in accordance with IFRS.
The Canadian Securities Administrator (the "CSA") ISSUED CSA Staff Notice 52-320, which requires
management to provide progress updates on the entity's IFRS changeover plan at each interim and
annual reporting period up until the changeover date.  The Company is developing a changeover plan
to adopt IFRS on start of reporting period January 1, 2014.  The key elements of the plan include
assessing the impact of adopting IFRS on:

 Accounting policies;

 IT and data systems;

 Internal controls over financial reporting;

 Disclosure controls and procedures; and 

 Business activities (such as foreign currency and hedging activities) as well as matters that
may be influenced by GAAP measures (such as debt covenants, capital requirements and
compensation arrangements).

The changeover plan is still in the early stages and, as such, the impact of adopting IFRS on the
Company's financial reporting is not reasonably determinable.
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2012

3. FINANCIAL INSTRUMENTS  

The Company's financial instruments consist of cash, interest receivable, mortgage receivable,
dividend payable, management fee payable, and interest payable.  Unless otherwise noted, it is
management's opinion that the Company is not exposed to significant interest, currency, or credit
risks arising from these financial instruments.  The fair value of these financial instruments
approximate their carrying value, unless otherwise noted. 

In accordance with Canadian generally accepted accounting principles, the Company is required to
classify its financial assets as one of the following: held-to-maturity, loans and receivables, held-for-
trading or available-for-sale.  Financial liabilities must be classified as: held for trading or other
liabilities.  The Company has designated its financial assets and financial liabilities as follows:

a)  Held for trading

The Company has classified cash as held for trading as it has no maturity date and the
value of the Canadian dollar balances are not subject to market value changes.

The Company's held for trading instruments are initially and subsequently recognized at
their fair value.  Transactions to purchase or sell these items are recorded on the settlement
date.

Net gains and losses arising from changes in fair value are recognized immediately in
income.

b)  Loans and receivables

The Company has classified mortgages receivable and accounts receivable as loans and
receivables as these instruments represent contractual rights to receive cash in the future.

The assets are initially recognized at their fair value as determined by the cash settlement
between third parties at the settlement date.  Transactions to purchase or sell these items
are recorded on the settlement date.  Interest income is recognized in net income in
accordance with the Company's revenue recognition policy.

Loans and receivables are subsequently measured at their amortized cost, using the
effective interest method.  Amortized cost is the amount at which the loan or receivable is
measured at initial recognition less principal repayments, plus or minus the cumulative
amortization using the effective interest method of any difference between that initial amount
and the maturity amount, and less any reduction for impairment and uncollectibility.  Net
gains and losses arising from changes in fair value are recognized in net income upon
derecognition or impairment.

c)  Other financial liabilities

The Company has classified accounts payable and accrued liabilities, mortgages payable,
the demand loan and promissory notes as other financial liabilities.

These liabilities are initially recognized at their fair values as determined by the cash
settlement between third parties at the settlement date.  Other financial liabilities are
subsequently measured at their amortized cost, which typically equals the cash payment
required on settlement.
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2012

4. MORTGAGES RECEIVABLE  

Risk management relates to the understanding and active management of risks associated with all
areas of the operations and the associated operating environment. All mortgages are current with
receipt of payments due within one year.

a)  Mortgage impairment

There are 45 mortgages (2011 - 37) held which are a combination of primarily first and
second mortgages secured by residential property.

To assess impairment, management has reviewed each mortgage taking into account
experience, credit quality, payments in arrears, and other circumstances.  As at year end,
the following impaired mortgages are on hand:

(i) One mortgage that is considered impaired by management for $35,000, which
was allowed for during 2011.

(ii) During the year, management considered five mortgages to the same mortgagor
to be impaired. The Company is currently in the process of foreclosing on the
properties. The interest charged during the year in the amount of $506,612 has
been allowed for as uncollectible. It is management's opinion that the properties
will be sold in the open market for amounts equal to or greater than the   

associated principal balances, and that the allowance taken on these properties 
is adequate.

b)  Credit risk

Credit risk arises from the possibility that mortgagors may experience financial difficulty and
be unable to fulfil their mortgage commitments.  The Company mitigates this risk by having
well established lending policies in place that ensure mortgages are well secured and by
limiting its exposure to any one mortgagor.  There are no significant concentrations of credit
risk as the average mortgage amount as at January 31, 2012 was $700,770 (2011 -
$642,569) and the largest mortgage was $4,458,161 (2011 - $3,952,805).

c)  Interest rate price risk

Interest rate price risk arises from the possibility that at the end of a mortgage's term it will
be repriced to a prevailing interest rate lower than the original one.  This risk is mitigated by
the fact that the Company is not as exposed to market mortgage rates because there is no
specific market for mortgages of similar type, terms and credit risk.  This has allowed the
Company to renew its mortgages at higher rates.

Mortgages are issued with 1 year terms and have fixed interest rates.  The weighted
average interest rate of mortgages as at January 31, 2012 was 13.81%.

(continues)
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2012

4. MORTGAGES RECEIVABLE (continued)

d)  Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations
associated with financial liabilities.  Liquidity risk is measured by reviewing the Company's
future net cash flows for the possibility of a negative net cash flow. The Company manages
its liquidity risk by ensuring cash from operations is sufficient to meet operating needs as
well as through the sale of assets or the short term borrowings secured by assets.  Liquidity
risk is also mitigated by the terms offered to investors which state that all redemptions are at
the discretion of management and are dependent on the circumstances and to borrowers
that state that the Company is never obligated to advance funds.

e)  Market risk

Market risk is the risk that the value of an investment will fluctuate as a result of changes in
market prices whether those changes are caused by factors specific to the investment, or
factors affecting all securities traded in the market.  The Company mitigates this risk by
charging interest rates which  are significantly above normal banking rates.

5. INCOME TAXES    

The Company has cumulative loss carry-forwards of $1,080,299 which are available to reduce future
taxable income and will expire as follows:

2030   435,117
2031   645,182

1,080,299

6. PROMISSORY NOTES      
2012 2011

Loans bearing interest between 8% and 14% per annum,
repayable at maturity.  The loans mature between January
31, 2013 and January 31, 2015 and are unsecured. $ 21,312,070 $ 19,497,264

Amounts payable within one year (11,008,470) (1,969,127)

$ 10,303,600 $ 17,528,137

(continues)
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2012

6. PROMISSORY NOTES (continued)

Principal repayment terms are approximately: 

2013 $ 11,008,470
2014 4,738,281
2015 5,565,319

$ 21,312,070

The unsecured promissory notes consist of several notes owing to Fountainhead Trust with various
maturity dates, together with accrued interest. Each note is for a five year term with no payments until
maturity when the full amount of the principal and interest is due. The notes maturing in the 2012 and
2015 fiscal year ends bear interest at 14%, and the remaining notes bear interest at 8% per annum,
all accruing annually. Original principal amounts are scheduled to be repaid as above. 

7. LINE OF CREDIT        

The Company has a $300,000 revolving line of credit, signed October 6, 2004, of which $Nil was
drawn at January 31, 2012 (2011 - $Nil). Bank advances on the line of credit are payable on demand
and bear interest at Servus Credit Union prime plus 2% per annum. The line of credit is secured by a
general security agreement over all assets.

8. RELATED PARTIES          

The Company is related to Builder's Capital Management Corporation by virtue of a common
shareholder, directors, and management. The Management Corporation provides a demand loan
with interest rate at 14% and management service to the Company. Included in accounts payable
and accrued liabilities is $19,806 due to the Management Corporation. Soto Enterprises Ltd. formerly
provided these services.

The Company is related to Builder's Capital Mortgage Investment Corporation ("BCMIC") by virtue of
common directors and management.  The Company purchases mortgage contracts from BCMIC.

During the year the following occurred with Builder's Capital Management Corp. and BCMIC.

Related party transactions

2012 2011
Builder's Capital Management Corp.
Demand loan 2,034,639         2,962,456          

The demand loan balance includes interest of $249,868 (2011 - $221,867).

Builder's Capital Mortgage Investment Corporation ("MIC")
The Company purchased mortgage contracts from "MIC" 7,467,831         -                     

These transactions are in the normal course of operations and are measured at the exchange
amount, which is the amount of consideration established and agreed to by the related parties.
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2012

9. SHARE CAPITAL          

Authorized:
Unlimited Voting, non-cumulative common shares

2012 2011

Issued:    

100 Common shares $ 1 $ 1

10. CAPITAL MANAGEMENT    

The Company’s objective when managing capital is to safeguard its ability to continue as a going
concern, so that it can continue to provide returns to shareholders. The Company manages the
capital structure and makes adjustments to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. The Company’s objective is met by retaining adequate equity
to provide for the possibility that cash flows from assets will not be sufficient to meet future cash flow
requirements. The Board of Directors does not establish quantitative return on capital criteria for
management. The Company defines capital as the aggregate of total equity, cash and debt. The
Company is not subject to any externally imposed cash flow requirements.
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BUILDER'S CAPITAL INC.

Balance Sheet

January 31, 2011

2011 2010
(Unaudited)

ASSETS

CURRENT
Cash (Note 4) $ 147,799 $ 8,202,156
Inventory 687,674 -
Mortgages receivable (Note 5) 20,266,992 10,112,499
Income taxes recoverable - 117,312

21,102,465 18,431,967

INCORPORATION COSTS - 277

FUTURE INCOME TAXES (Notes 2, 8) 362,883 201,534

$ 21,465,348 $ 18,633,778

LIABILITIES AND SHAREHOLDERS' DEFICIENCY

CURRENT
Accounts payable and accrued liabilities $ 3,999 $ 3,000
Demand loan (Note 6) 2,962,456 1,565,589
Promissory notes, current portion (Note 7) 1,969,127 9,622,451

4,935,582 11,191,040

PROMISSORY NOTES (Note 7) 17,528,137 7,955,786

22,463,719 19,146,826

SHAREHOLDERS' DEFICIENCY
Share capital (Note 9) 1 1
Deficit (998,372) (513,049)

(998,371) (513,048)

$ 21,465,348 $ 18,633,778

ON BEHALF OF THE BOARD

_____________________________ Director

_____________________________ Director

The accompanying notes are an integral part of these financial statements.
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BUILDER'S CAPITAL INC.

Statement of Loss and Deficit

Year Ended January 31, 2011

2011 2010
(Unaudited)

REVENUE
Mortgage interest $ 1,460,721 $ 1,264,670
Lenders fees 130,749 60,535
Bank interest 68,218 64,278

1,659,688 1,389,483

GENERAL AND ADMINISTRATIVE EXPENSES
Interest on long term debt 2,010,776 2,336,034
Loan service fees 221,867 192,265
Bad debts 59,951 -
Legal and accounting 5,921 3,936
Interest and bank charges 4,868 2,092
Travel 2,977 -

2,306,360 2,534,327

LOSS BEFORE INCOME TAXES (646,672) (1,144,844)

INCOME TAXES (RECOVERED)
Current - (117,312)
Future (Notes 2, 8) (161,349) (201,534)

(161,349) (318,846)

NET LOSS (485,323) (825,998)

DEFICIT - BEGINNING OF YEAR (513,049) 312,949

DEFICIT - END OF YEAR $ (998,372) $ (513,049)

EARNINGS (LOSS) PER SHARE $ (4,853.23) $ (8,259.98)

The accompanying notes are an integral part of these financial statements.
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BUILDER'S CAPITAL INC.

Statement of Cash Flows

Year Ended January 31, 2011

2011 2010
(Unaudited)

OPERATING ACTIVITIES
Net loss $ (485,323) $ (825,998)

Changes in non-cash working capital:  
Mortgages receivable (10,154,493) 2,390,918
Incorporation costs 277 -
Inventory (687,674) -
Accounts payable and accrued liabilities 999 -
Income taxes payable 117,312 (106,002)
Future income taxes (161,349) (201,534)

(10,884,928) 2,083,382

Cash flow from (used by) operating activities (11,370,251) 1,257,384

FINANCING ACTIVITIES
Demand loan 1,396,867 192,265
Promissory notes 1,919,027 2,336,034

Cash flow from financing activities 3,315,894 2,528,299

INCREASE (DECREASE) IN CASH FLOW (8,054,357) 3,785,683

Cash - beginning of year 8,202,156 4,416,473

CASH - END OF YEAR (Note 12) $ 147,799 $ 8,202,156

CASH FLOWS SUPPLEMENTARY INFORMATION

Interest paid $ 2,015,644 $ 2,338,127

Income taxes recovered $ (117,312) $ (11,310)

The accompanying notes are an integral part of these financial statements.
4
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2011

1. DESCRIPTION OF BUSINESS  

Builder's Capital Inc. (the "Company") was formed to provide mortgages primarily to building
contractors during the course of construction in Alberta.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES        

Use of estimates

The preparation of financial statements in accordance with Canadian generally accepted accounting
principles requires management to make assumptions and estimates that affect the reported
amounts of assets and liabilities at the date of the financial statements, the reported amounts of
revenue and expenses for the year, as well as the disclosure of contingent assets and liabilities at the
date of the financial statements.  Actual amounts could differ from these estimates.  Significant
estimates include the allowance for mortgage losses, determination of the valuation of real estate,
and mortgages, as well as the collectibility of interest receivable.  

These estimates and assumptions are reviewed periodically and, as adjustments become necessary,
they are reported in earnings in the periods in which they become known.

Cash and cash equivalents

Cash includes cash on hand and bank deposits. The carrying amounts approximate fair value
because they have maturities at the date of purchase of less than ninety days.

Inventory      

Inventory is measured at the lower of cost or net realizable value. Net realizable value is the
estimated selling price in the ordinary course of business less the estimated costs of completion and
the estimated costs necessary to make the sale. Cost is determined by specific identification method.
Inventory includes real estate that is being foreclosed on.

Mortgages

Mortgages consist of the principal portion of mortgages, accrued interest and allowances for
mortgage losses.

Mortgages receivable are stated at their amortized cost less any provision for losses on mortgages
that are identified as impaired or in default.  Impairment is assessed on a mortgage by mortgage
basis taking into account specific circumstances.  The Company classifies a mortgage loan as
impaired when, in the opinion of management, there is reasonable doubt as to the collectibility, either
in whole or in part, of principal or interest.

(continues)
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2011

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Allowance for investment impairment

Allowance for investment impairment represents specific provisions established as a result of reviews
of individual investments and groups of investments.  Specific allowances are established by
reviewing the value of the collateral underlying the loan.  General allowances are established by
reviewing specific arrears and current economic conditions.

Restructured investments are not considered impaired where reasonable assurance exists that the
borrower will meet the terms of the modified debt agreement.

Investments are classified as impaired, and a provision for loss is established, when there is no
longer reasonable assurance of the timely collection of the full amount of principal or interest.  Loans
are classified as impaired on a case by case basis.  Impaired loans are written down unless they are
fully secured or collection efforts are reasonably expected to result in repayment of the debt.

In the event that a loan is considered impaired, the accrual of interest is discontinued.  In the event
that the carrying amount of the loan exceeds the estimated realizable value, the loan is written down
to the realizable value.  There were $59,951 of loans that were written down in the current year (2010
- nil).

Earnings per share

Earnings per share is calculated based on the weighted average number of shares outstanding
during the period. The diluted earnings per share reflects the potential dilution of common share
equivalents, such as outstanding stock options and outstanding warrants, in the weighted average
number of common shares outstanding during the year, if dilutive. The Corporation follows the
treasury method of calculating diluted earnings per share. The method assumes that any proceeds
from the exercise of stock options and other dilutive instruments would be used to purchase common
shares at the average market price during the period.

Revenue recognition

Interest on investments is recorded on the accrual basis except when a loan is considered to be non-
performing.  Interest income on non-performing loans is recognized on a cash basis but only after
any specific provision for impairment has been recovered, and provided there is no further doubt as
to the collectibility of the principal amount.

Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and
collectibility is reasonably assured.

Lender's fees are charged by the Company when the application for mortgage is processed and cash
is advanced to the mortgagors.  The lender's fee is charged at 0.5% of the total mortgage granted to
the mortgagee.

Income taxes

The Company accounts for income taxes using the asset and liability method of accounting.  Under
this method, future income tax assets and future income tax liabilities are recorded based on
temporary differences between the financial reporting basis of the Company's assets and liabilities
and their corresponding tax basis.  The future benefits of income tax assets, including unused tax
losses, are recognized subject to a valuation allowance, to the extent that it is more likely than not
that such losses will be ultimately utilized.  These future income tax assets and liabilities are
measured using substantially enacted tax rates and laws that are expected to apply when the tax
assets or liabilities are to be settled or realized.
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2011

3. FINANCIAL INSTRUMENTS      

The Company's financial instruments consist of cash, mortgage receivable, accounts payable, bank
indebtedness, demand loan and promissory notes.  Unless otherwise noted, it is management's
opinion that the Company is not exposed to significant interest, currency, or credit risks arising from
these financial instruments.  The fair value of these financial instruments approximate their carrying
value, unless otherwise noted. 

In accordance with Canadian generally accepted accounting principles, the Company is required to
classify its financial assets as one of the following: held-to-maturity, loans and receivables, held-for-
trading or available-for-sale.  Financial liabilities must be classified as: held for trading or other
liabilities.  The Company has designated its financial assets and financial liabilities as follows:

a)  Held for trading

The Company has classified cash as held for trading as it has no maturity date and the value of
the Canadian dollar balances are not subject to market value changes.

The Company's held for trading instruments are initially and subsequently recognized at their fair
value.  Transactions to purchase or sell these items are recorded on the settlement date.

Net gains and losses arising from changes in fair value are recognized immediately in income.

b)  Loans and receivables

The Company has classified mortgages receivable as loans and receivables as these instruments
represent contractual rights to receive cash in the future.

The assets are initially recognized at their fair value as determined by the cash settlement
between third parties at the settlement date.  Transactions to purchase or sell these items are
recorded on the settlement date.  Interest income is recognized in net income in accordance with
the Company's revenue recognition policy.

Loans and receivables are subsequently measured at their amortized cost, using the effective
interest method.  Amortized cost is the amount at which the loan or receivable is measured at
initial recognition less principal repayments, plus or minus the cumulative amortization using the
effective interest method of any difference between that initial amount and the maturity amount,
and less any reduction for impairment and uncollectibility.  Net gains and losses arising from
changes in fair value are recognized in net income upon derecognition or impairment.

c)  Other financial liabilities

The Company has classified accounts payable, bank indebtedness, demand loan and promissory
notes as other financial liabilities.

These liabilities are initially recognized at their fair values as determined by the cash settlement
between third parties at the settlement date.  Other financial liabilities are subsequently measured
at their amortized cost, which typically equals the cash payment required on settlement.
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2011

4. BANK INDEBTEDNESS      

The company has a line of credit available under an overdraft agreement to a maximum of $300,000
which bears interest at the bank's prime lending rate plus 2% per annum and is secured by the
overdraft lending agreement, general security agreement over all assets and personal guarantee of
the shareholder. The amount outstanding on the line of credit as of year end is $282,014 (2010-nil)
and has been included in cash.
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2011

5. MORTGAGES RECEIVABLE      

Risk management relates to the understanding and active management of risks associated with all
areas of the operations and the associated operating environment. All mortgages are current with
receipt of payments due within one year.

a)  Mortgage impairment

There are 37 mortgages held which are a combination of primarily first and second mortgages
secured by residential property.

To assess impairment, management has reviewed each mortgage taking into account
experience, credit quality, payments in arrears, and other circumstances.  As at year end, the
following impaired mortgage is on hand:

(i)  During the year, management considered one mortgage to be impaired. The Company is
currently in the process of foreclosing on the property. Interest charged during the year in the
amount of $39,272 has been allowed for as uncollectible. It is management's opinion that the
property will be sold in the open market for amounts equal to or greater than the associated
principal balances, and that the allowance taken on these properties is adequate.

b)  Credit risk

Credit risk arises from the possibility that mortgagors may experience financial difficulty and be
unable to fulfil their mortgage commitments.  The Company mitigates this risk by having well
established lending policies in place that ensure mortgages are well secured and by limiting its
exposure to any one mortgagor.  There are no significant concentrations of credit risk as the
average mortgage amount as at January 31, 2011 was $642,569 and the largest mortgage was
$3,952,805.

c)  Interest rate price risk

Interest rate price risk arises from the possibility that at the end of a mortgage's term it will be
repriced to a prevailing interest rate lower than the original one.  This risk is mitigated by the fact
that the Company is not as exposed to market mortgage rates because there is no specific
market for mortgages of similar type, terms and credit risk.  This has allowed the Company to
renew its mortgages at higher rates.

Mortgages are issued with 1 year terms and have fixed interest rates of 14%.

d)  Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated
with financial liabilities.  Liquidity risk is measured by reviewing the Company's future net cash
flows for the possibility of a negative net cash flow. The Company manages its liquidity risk by
ensuring cash from operations is sufficient to meet operating needs as well as through the sale of
assets or the short term borrowings secured by assets.  Liquidity risk is also mitigated by the
terms offered to investors which state that all redemptions are at the discretion of management
and are dependent on the circumstances and to borrowers that state that the Company is never
obligated to advance funds.

e)  Market risk

Market risk is the risk that the value of an investment will fluctuate as a result of changes in
market prices whether those changes are caused by factors specific to the investment, or factors
affecting all securities traded in the market.  The Company mitigates this risk by charging interest
rates which  are significantly above normal banking rates.
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BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2011

6. DEMAND LOAN        

The unsecured demand loan is owing to Soto Enterprises Ltd. ("Soto"), a related party. Soto
provides a demand loan with interest rate at 14% and no specific repayment terms  to the Company.

7. PROMISSORY NOTE      
2011 2010

Loans bear interest between 8% and 14% per annum,
repayable at maturity.  The loans mature between August 19,
2011 and January 31, 2015 and are unsecured. $ 19,497,264 $ 17,578,237

Principal due in one year (1,969,127) (9,622,451)

$ 17,528,137 $ 7,955,786

Principal repayment terms are approximately: 

2012 $ 1,969,127
2014 14,580,326
2015 2,947,811

$ 19,497,264

The unsecured promissory notes consist of several notes owing to Fountainhead Trust with various
maturity dates, together with accrued interest. Each note is for a five year term with no payments until
maturity when the full amount of the principal and interest is due. The notes maturing in the 2012 and
2015 fiscal year ends bear interest at 14%, and the remaining notes bear interest at 8% per annum,
all accruing annually. Original principal amounts are scheduled to be repaid as above. 

8. INCOME TAXES         

The company has an accumulated income tax loss of $1,368,823 (2010-$723,641) available to
reduce taxable income of future years. The future income tax asset is recognized using effective tax
rate of 25%. If unutilized, this loss will expire in 2030. The estimated value of the future tax savings of
this loss has been recorded as an asset in these financial statements as it is more likely than not that
sufficient taxable income will be realized in the future to fully absorb this loss.

9. SHARE CAPITAL          

Authorized:
Unlimited Class A and B voting, non-cumulative common shares
Unlimited Class C, D, and E non - voting, non-cumulative common shares

2011 2010

Issued:    

100 Class A common shares $ 1 $ 1

10
A-163



BUILDER'S CAPITAL INC.

Notes to Financial Statements

Year Ended January 31, 2011

10. RELATED PARTIES          

The Company is related to Soto Enterprises Ltd. by virtue of a common shareholder, directors, and
management.

The Company is related to Builder's Capital Mortgage Investment Corporation ("BCMIC") by virtue of
common directors and management. During the year, the company sold mortgages receivable to
BCMIC and lent a series of unsecured loans to BCMIC without specified interest or terms of
repayment. The loan is fully repaid by the end of the fiscal year.

2011 2010

Related party transactions

Soto Enterprises Ltd.
Loan service fees charged to the company by Soto $ 221,867 $ 192,265

Builders Capital Mortgage Investment Corp. 
Mortgages receivable sold 273,192 387,639
Interest revenue from short term loan to BCMIC 634 8,700

$ 495,693 $ 588,604

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

11. CAPITAL MANAGEMENT  

The Company’s objective when managing capital is to safeguard its ability to continue as a going
concern, so that it can continue to provide returns to shareholders. The Company manages the
capital structure and makes adjustments to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. The Company’s objective is met by retaining adequate equity
to provide for the possibility that cash flows from assets will not be sufficient to meet future cash flow
requirements. The Board of Directors does not establish quantitative return on capital criteria for
management. The Company defines capital as the aggregate of total equity, cash and debt. The
Company is not subject to any externally imposed cash flow requirements.

12. SUBSEQUENT EVENTS           

The following event occurred subsequent to the fiscal year end:

Renewal of promissory notes

On August 19, 2011, the company renewed three promissory notes totalling $2,120,184 with interest
rates of 14% that were originally due within the fiscal year ended 2012 and combined them into a
single promissory note. The renegotiated promissory note is due August 31, 2014 and bears interest
at 8% per annum.
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BUILDERS CAPITAL MORTGAGE CORP. 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
PERIOD ENDED APRIL 4, 2013

MANAGEMENT’S DISCUSSION AND ANALYSIS 

Notice Regarding Forward‐Looking Information 

Certain information included in this MD&A contains forward‐looking statements within the meaning of 
applicable securities legislation, including statements with respect to management’s beliefs, estimates, 
and intentions, and similar statements concerning anticipated future events, results, circumstances, 
performance or expectations that are not historical facts. Forward‐looking statements generally can be 
identified by the use of forward‐looking terminology such as “outlook”, “objective”, “may”, “will”, 
“expect”, “intent”, “estimate”, “anticipate”, “believe”, “should”, “plans” or “continue” or similar 
expressions suggesting future outcomes or events. Such forward‐looking statements reflect 
management’s current beliefs and are based on information currently available to management.  These 
statements are not guarantees of future performance and are based on our estimates and assumptions 
that are subject to risks and uncertainties which could cause our actual results to differ materially from 
the forward‐looking statements contained in this MD&A. Those risks and uncertainties include, among 
other things, risks associated with mortgage lending, competition for mortgage lending, real estate 
values, interest rate fluctuations, environmental matters and the general economic environment.  We 
caution that the foregoing list is not exhaustive, as other factors could adversely affect our results, 
performance or achievements. The reader is cautioned against undue reliance on any forward‐looking 
statements.  Although the forward‐looking information contained in this MD&A is based upon what 
management believes are reasonable assumptions, there can be no assurance that actual results will be 
consistent with these forward‐looking statements. Except as required by applicable law, we undertake 
no obligation to publicly update or revise any forward‐looking statement, whether as a result of new 
information, future events or otherwise. 

Background and Overview 
Builders Capital Mortgage Corp. (the “Company”) is a corporation governed by the laws of the Province 
of Alberta.  The Company was formed on March 28, 2013 and intends to operate as a specialized 
investment vehicle for the purpose of acquiring and maintain a portfolio consisting primarily of 
construction mortgages.  Currently, the Company has not commenced operations and the only 
transaction has been the initial issuance of share capital for cash.  At the period end, there was a bank 
balance of $1,000 which was funded by the issuance of 100 shares for $10.00 each.   

The Company intends to issue Class A shares to the public through an initial public offering and to this 
end management is currently engaged in preparing a prospectus.  Readers of this document are directed 
to the prospectus of the Company for additional information. 

Assuming that the public offering is completed, the Company will commence operations as a Mortgage 
Investment Corporation (MIC) as defined in Section 130.1(6) of the Income Tax Act (Canada).  The 
investment objective of the Company will be, with a focus on capital preservation, to acquire and 
maintain a portfolio consisting primarily of construction mortgages that generates attractive returns 
(relative to risk) in order to permit the Company to pay distributions to its shareholders. The Company 
aims to achieve this goal while focusing on capital preservation and staying within the criteria mandated 
for MICs. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
PERIOD ENDED APRIL 4, 2013

As a MIC, the Company will not be taxed on its income provided that its taxable income is fully 
distributed to shareholders as dividends within 90 days after December 31 each year.  Such dividends 
are generally treated by shareholders as interest income, so that each shareholder is in the same tax 
position as if their proportionate share of mortgage investments made by the Company had been made 
directly by the shareholder. 

We believe that the Company, through  its manager, will have a specialized skill set  in the construction 
lending market, and therefore have established the Company for the purpose of bringing the business 
concept to the public. 

The Company’s financial statements for the period ended April 4, 2013 are prepared in accordance with 
International Financial Reporting Standards (IFRS), as set out in Part I of the Handbook of the Canadian 
Institute of Chartered Accountants.  

Proposed Transactions  
The Company intends to complete an initial public offering to raise between $20 and $40 million.  If the 
offering is completed, the net proceeds will be utilized firstly to complete the purchase of a portfolio of 
mortgages pursuant to the Initial Portfolio Acquisition Agreement (the “Agreement”).  The Agreement 
will be between the Company and Builders Capital Mortgage Investment Corp. (“BCMIC”) and Builder’s 
Capital Inc. (“BCI”).  BCMIC is an existing MIC which owns approximately $8 million in construction 
mortgages and BCI is a private corporation which owns approximately $24 million in construction 
mortgages.  The Agreement will detail the mortgages which will be purchased, the terms of their 
purchase and the Company’s recourse in the event that any of the acquired mortgages are determined 
to be impaired. 

The balance of the net proceeds will be used to pay the expenses of the offering and to acquire and/or 
fund new construction mortgages. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

Notice Regarding Forward‐Looking Information 
Certain information included in this MD&A contains forward‐looking statements within the meaning of 
applicable securities legislation, including statements with respect to management’s beliefs, estimates, 
and intentions, and similar statements concerning anticipated future events, results, circumstances, 
performance or expectations that are not historical facts. Forward‐looking statements generally can be 
identified by the use of forward‐looking terminology such as “outlook”, “objective”, “may”, “will”, 
“expect”, “intent”, “estimate”, “anticipate”, “believe”, “should”, “plans” or “continue” or similar 
expressions suggesting future outcomes or events. Such forward‐looking statements reflect 
management’s current beliefs and are based on information currently available to management.  These 
statements are not guarantees of future performance and are based on our estimates and assumptions 
that are subject to risks and uncertainties which could cause our actual results to differ materially from 
the forward‐looking statements contained in this MD&A. Those risks and uncertainties include, among 
other things, risks associated with mortgage lending, competition for mortgage lending, real estate 
values, interest rate fluctuations, environmental matters and the general economic environment.  We 
caution that the foregoing list is not exhaustive, as other factors could adversely affect our results, 
performance or achievements. The reader is cautioned against undue reliance on any forward‐looking 
statements.  Although the forward‐looking information contained in this MD&A is based upon what 
management believes are reasonable assumptions, there can be no assurance that actual results will be 
consistent with these forward‐looking statements. Except as required by applicable law, we undertake 
no obligation to publicly update or revise any forward‐looking statement, whether as a result of new 
information, future events or otherwise. 

Background and Overview 
Builders Capital Mortgage Investment Corp. (the “Company”) is a corporation governed by the laws of 
the Province of Alberta.  The Company was formed in late 2005 as a mortgage investment corporation 
(“MIC”) for the purpose of investing in residential mortgages.  Originally, the Company offered second 
mortgage and re‐financing  type loans, but currently specializes almost exclusively in lending to finance 
residential wood‐frame construction projects.   

The Company provides construction financing on construction projects primarily within Calgary, and the 
surrounding region.  The Company’s primary competitive advantage is its in‐house construction 
expertise. This expertise enables the Company to complete quality cost estimating and project 
assessments prior to lending which results in successfully realizing returns, even on projects that must 
be foreclosed upon.  The Company’s structure and processes are straightforward, with funds sourced 
from investors being loaned to builders on the security of real property. 

The investment objective of the Company is, with a focus on capital preservation, to acquire and 
maintain a portfolio consisting primarily of construction mortgages that generates attractive returns 
(relative to risk) permitting the Company to pay distributions to its shareholders. The Company aims to 
achieve this goal while focusing on capital preservation and staying within the criteria mandated for 
MICs. 
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Despite being eligible for conventional bank financing, many clients look to the Company to fund their 
projects because of our flexible approach to construction draws and the value we add to their projects. 
We assess the profitability of each project which reduces risk for the lender and adds value for the 
borrower who receives an independent review of their project. 

The Company is a MIC as defined in Section 130.1(6) of the Income Tax Act (Canada). Accordingly, the 
Company is not taxed on its income provided that its taxable income is fully distributed to shareholders 
as dividends within 90 days after December 31 each year.  Such dividends are generally treated by 
shareholders as interest income, so that each shareholder is in the same tax position as if their 
proportionate share of mortgage investments made by the Company had been made directly by the 
shareholder. 

Discussion of Operations 
The second quarter of our 2013 fiscal year showed a net return on investment of 12.8%, up slightly from 
the 12.04% for the first quarter of the year and 12.74% for fiscal 2012.  Ensuring that the Company’s 
funds are profitably employed continues to be a focus for the Company, and the average daily cash‐to‐
equity ratio was kept down to .12% this quarter as compared to .46% for the first quarter of 2013 and 
.62% for 2012 as a whole. 

At the end of this quarter, mortgages receivable net of an allowance for doubtful accounts, were up 
$2,222,613 from the March 31, 2013 balance.   This growth was funded by net additional shareholder 
investments of $1,335,200, together with additional borrowing of $814,400 in the quarter.  Additional 
investments over the years have resulted in a tripling of our invested capital from $3,122,803 at the end 
of June of 2009 to its current balance of $9,481,254. 

Our dividend reinvestment plan continues to be a source of additional capital with 48.8% of the 
quarter’s dividends being reinvested. 

During the second quarter of 2013, as evidenced by the very low ratio of average daily cash to equity, 
the Company has not had any significant difficulties in keeping its lending book full.   A steady 
construction market has allowed the Company to continue to write high quality mortgages booked at a 
typical historic face interest rate of 14%. 

Immediately subsequent to the end of the fiscal quarter, on July 16, 2013, the Company foreclosed on a 
property located in Edmonton and subsequently listed it for sale.  In early September a conditional offer 
was accepted at a price sufficient to fully recover the mortgage amount, accrued interest and expenses 
related to the foreclosure. 

The following tables illustrate some key indicators of the Company’s performance over the previous 8 
fiscal quarters.  Of note is the increase in total assets, attributable to new equity investment, which 
increased 119% from $4,706,000 to $10,311,000 over this period.  The Company distributed 100% of its 
net income to its shareholders each quarter maintaining a retained earnings balance of zero, consistent 
with prior years and with its tax status as a MIC. 
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QUARTERLY PERFORMANCE INDICATORS: 

In $000's, except for per 
share amounts 

Q2 
2013 

Q1 
2013 

Q4
2012 

Q3
2012 

Q2
2012 

Q1
2012 

Q4
2011 

Q3 
2011 

Revenue 
327  255  316   288   236   170   182   218  

Earnings and total 
comprehensive earnings  295  220  203   187   183   165   144   158  

Total assets, end of 
period  10,311  8,084  8,733   8,127   7,685   5,540   5,115   4,706  

Total distributions 
295  220  203   187   184   164   145   157  

Basic and fully diluted 
earnings per share*  3.34  3.15  3.19  3.29   3.38   3.22   2.96   3.47  

*All shares have been issued for $100.00

The Company’s financial results have been fairly consistent over the years.  Because all of the net 
income is distributed to shareholders each year, increases in capital and revenues come only from 
additional outside investment.  Interest rates charged to borrowers have remained consistent, and 
expenses fluctuate very little.  Other than the conversion to IFRS, there have been no significant changes 
in accounting policies which would affect the results of operations, and there have been no acquisitions 
or dispositions of businesses or segments. 

Liquidity
Cash flow and liquidity were good throughout the second three months of 2013 and are monitored daily 
as this aspect of the business is critical to success.  Liquidity risk for our business comes primarily from 
the prospect of committing to a mortgage for which sufficient funds are not available to make draws as 
requested by the borrower.  The Company has a number of tools to manage liquidity and to ensure that 
commitments can be met.  Through the Company’s Manager (as defined below), the Company has 
access to a $2,500,000 line of credit which can be used to advance funds to borrowers as required.  The 
Company also has detailed cash‐flow planning procedures, a well‐established network of affiliates and 
mortgage industry contacts through which mortgages can be sold or syndicated as required for cash 
flow purposes and mortgage documents which include language whereby a borrower cannot compel 
the Company to advance funds.  The Company’s primary goal is to minimize unused cash balances, while 
ensuring that borrower needs and other commitments can always be met.  During the second quarter of 
2013, and consistent with prior years, despite the very low unutilized cash levels, all commitments were 
met and all mortgage draws were advanced on a timely basis. 

During the quarter, a total bad loan expense of $22,500 was recorded representing 6.8% of revenues.  
This amount consists entirely of a general allowance against unidentified potential future losses.  In our 
opinion, the allowance for doubtful loans shown in the financial statements is a reasonable estimate of 
potential doubtful accounts. 
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Capital Resources
The Company has no plans or commitments for capital expenditures.  The Company is financed and will 
continue to be financed, primarily by shareholder investment in common shares.  Consistent with 
income tax rules regarding MICs, the Company generally pays out 100% of its net income to 
shareholders each quarter.  Not retaining its earnings means that growth in the mortgage portfolio 
comes only from additional shareholder investment. 

Financial Instruments
The Company’s significant financial instruments are its mortgages receivable.  The risks associated with 
the mortgages are fairly typical risks for any lender and primarily revolve around the possibility of 
default on the part of the borrowers.  The mortgages receivable are all written with fixed interest rates 
and no gains or losses are associated with these instruments.  Virtually all of the revenue of the 
Company is derived from its mortgages either as interest or as lender fees charged to borrowers at the 
inception and renewal of their loans.  

Outstanding Share Data 
Our authorized capital consists of an unlimited number of common shares, of which 91,852 were issued 
and outstanding at June 30, 2013 and 104,702 are issued and outstanding as at the date hereof.  All of 
the common shares have been issued for $100 each. 

Transactions Between Related Parties 
Transactions with related parties are in the normal course of business and are recorded at the exchange 
amount, which is the amount of consideration established and agreed to by the related parties, and are 
measured at fair value.

Builders Capital Management Corp. (the “Manager”) acts as the Manager of the Company, and is 
responsible for day‐to‐day activities under an ongoing management services agreement.  We do not 
compensate the Manager directly, but rather the Manager charges lender fees to our borrowers.  The 
Company receives a portion of the lender fees, which are included in its revenues. 

The Manager also acts as manager for a number of other private mortgage lenders.  The Company’s 
funds are often invested in mortgages alongside other private investors.  During the quarter, 
approximately 89% of the Company’s investments were made under such an arrangement. 

The Company has pledged its mortgage investments as security for the Manager’s line of credit facility in 
exchange for access to the facility to assist in managing cash‐flow. 

Critical Accounting Estimates and Policies 
Our interim financial statements for the quarter ended June 30, 2013 are prepared in accordance with 
IFRS, as set out in Part I of the Handbook of the Canadian Institute of Chartered Accountants.  When 
reporting on asset and liabilities and results of operations, management makes estimates and relies 
upon assumptions in conformity with IFRS.  Actual results will differ from these estimates and 
assumptions. 
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The most significant accounting estimates for us relate to the valuation of our mortgage portfolio and 
the related provision for mortgage losses.  These are recorded based upon management’s estimates and 
assessment taking into account the investments within the mortgage portfolio and the history of each 
borrower.  The more significant accounting policies are set out below: 

Revenue Recognition 
Interest on investments is recorded on the accrual basis except when a loan is considered to be non‐
performing.  Interest income on non‐performing loans is recognized on a cash basis but only after any 
specific provision for impairment has been recovered, and provided there is no further doubt as to the 
collectability of the principal amount. 

Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and 
collectability is reasonably assured. 

Lender's fees are charged by the Company when the application for mortgage is processed and cash is 
advanced to the mortgagor. The lender's portion of the fee is generally charged at 0.5% of the total 
mortgage granted to the mortgagor with the manager’s portion generally being 3%. 

Mortgages Receivable 
Mortgages receivable consist of the principal portion of mortgages and accrued interest and are stated 
at their amortized cost less any provision for losses on mortgages that are identified as impaired or in 
default.  Impairment is assessed on a mortgage by mortgage basis taking into account specific 
circumstances.  The Company classifies a mortgage loan as impaired when, in the opinion of 
management, there is reasonable doubt as to the collectability, either in whole or in part, of principal or 
interest. 

The Company reviews its mortgages receivable on a continuous basis and at each financial statement 
date to assess whether an impairment loss should be recorded.  In the event that a loan is considered 
impaired, the accrual of interest is discontinued.  In the event that the carrying amount of the loan 
exceeds the estimated realizable value, the loan is written down to the realizable value.  A robust real 
estate market is generally very helpful to our borrowers and contributes to their profitability which in 
turns greatly reduces the probability of default.  

Income Taxes 
We are, and intend to maintain our status as, a MIC, and as such are not taxed on income provided that 
such income flows through to our shareholders as dividends during the year or within 90 days after 
December 31. It is our policy to pay such dividends out to the shareholders to remain non‐taxable. 
Accordingly, no provision for current or future income taxes is required. 

Market Outlook 
The first six months of 2013 saw steady housing starts in Alberta, stabilizing at rates similar to those of 
the last few years and contributing to a strong marketplace for construction financing.  Southern Alberta 
has been the Company’s primary market, and we expect that market to remain strong for at  least the 
next several years.  According to the Canada Mortgage and Housing Corporation (“CMHC”), employment 
growth  in Alberta  is expected to outstrip the national average with a growth rate of 1.7%  in 2013 and 
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1.8%  in 2014.   Net migration to the province  is forecast to be  in excess of 50,000  individuals over the 
next two years.  Accordingly, we expect single family housing starts to be higher in 2013 and 2014 than 
they were in 2011 or 2012.  In the past, we have focused primarily on the Alberta marketplace, but the 
Company  intends  to expand  lending  to other Western Canadian markets  in  the  future.    Like Alberta, 
Saskatchewan  is  expected  to  continue  to  achieve  strong  net  migration  numbers  with  13,000  new 
individuals  in both 2013 and 2014.   The Company believes  that employment growth, a  strengthening 
economy and high levels of net migration will make Saskatchewan a good market for expansion. 

Despite  the  strong market,  the  prevailing  low  interest  rates  have  increased  borrower’s  sensitivity  to 
price. During  the  second  quarter  of  2013,  rates  charged  to  borrowers  remained  unchanged  at  14%, 
however  in the future  it  is possible that to fully utilize our capital, the Company may have to consider 
reducing  rates,  increasing marketing  efforts,  or  expanding  its  target market.   We  believe  that  these 
strategies will keep the Company competitive and profitable. 

Proposed Transaction 
Subsequent to the period‐end, the Company’s management and Board of Directors have agreed to enter 
into a transaction by which the bulk of the Company’s mortgages will potentially be sold to a new 
publicly‐traded corporation.  Assuming the initial public offering of the new corporation is successful, 
the existing shareholders will have the opportunity to purchase either publicly‐traded shares in the new 
corporation, or shares issued in a private placement immediately following the closing of the public 
offering.  At that point, the intent is to wind up the Company within a reasonably short period of time. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

Notice Regarding Forward‐Looking Information 
Certain information included in this MD&A contains forward‐looking statements within the meaning of 
applicable securities legislation, including statements with respect to management’s beliefs, estimates, 
and intentions, and similar statements concerning anticipated future events, results, circumstances, 
performance or expectations that are not historical facts. Forward‐looking statements generally can be 
identified by the use of forward‐looking terminology such as “outlook”, “objective”, “may”, “will”, 
“expect”, “intent”, “estimate”, “anticipate”, “believe”, “should”, “plans” or “continue” or similar 
expressions suggesting future outcomes or events. Such forward‐looking statements reflect 
management’s current beliefs and are based on information currently available to management.  These 
statements are not guarantees of future performance and are based on our estimates and assumptions 
that are subject to risks and uncertainties which could cause our actual results to differ materially from 
the forward‐looking statements contained in this MD&A. Those risks and uncertainties include, among 
other things, risks associated with mortgage lending, competition for mortgage lending, real estate 
values, interest rate fluctuations, environmental matters and the general economic environment.  We 
caution that the foregoing list is not exhaustive, as other factors could adversely affect our results, 
performance or achievements. The reader is cautioned against undue reliance on any forward‐looking 
statements.  Although the forward‐looking information contained in this MD&A is based upon what 
management believes are reasonable assumptions, there can be no assurance that actual results will be 
consistent with these forward‐looking statements. Except as required by applicable law, we undertake 
no obligation to publicly update or revise any forward‐looking statement, whether as a result of new 
information, future events or otherwise. 

Background and Overview 
Builders Capital Mortgage Investment Corp. (the “Company”) is a corporation governed by the laws of 
the Province of Alberta.  The Company was formed in late 2005 as a mortgage investment corporation 
(“MIC”) for the purpose of investing in residential mortgages.  Originally, the Company offered second 
mortgage and re‐financing  type loans, but currently specializes almost exclusively in lending to finance 
residential wood‐frame construction projects.   

The Company provides construction financing on construction projects primarily within Calgary, and the 
surrounding region.  The Company’s primary competitive advantage is its in‐house construction 
expertise. This expertise enables the Company to complete quality cost estimating and project 
assessments prior to lending which results in successfully realizing returns, even on projects that must 
be foreclosed upon.  The Company’s structure and processes are straightforward, with funds sourced 
from investors being loaned to builders on the security of real property. 

The investment objective of the Company is, with a focus on capital preservation, to acquire and 
maintain a portfolio consisting primarily of construction mortgages that generates attractive returns 
(relative to risk) permitting the Company to pay distributions to its shareholders. The Company aims to 
achieve this goal while focusing on capital preservation and staying within the criteria mandated for 
MICs. 
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Despite being eligible for conventional bank financing, many clients look to the Company to fund their 
projects, because of our flexible approach to construction draws and the value we add to their projects. 
We assess the profitability of each project which reduces risk for the lender and adds value for the 
borrower who receives an independent review of their project. 

The Company is a MIC as defined in Section 130.1(6) of the Income Tax Act (Canada). Accordingly, the 
Company is not taxed on its income provided that its taxable income is fully distributed to shareholders 
as dividends within 90 days after December 31 each year.  Such dividends are generally treated by 
shareholders as interest income, so that each shareholder is in the same tax position as if their 
proportionate share of mortgage investments made by the Company had been made directly by the 
shareholder. 

Discussion of Operations 
The first quarter of our 2013 fiscal year showed a net return on investment of 12.04%, down slightly 
from the 12.43% for the first quarter of 2012.  Ensuring the Company’s funds are profitably employed 
continues to be a focus for the Company, and the average daily cash‐to‐equity ratio was kept down to 
.46% this quarter as compared to .55% for the first quarter of 2012 and .62% for 2012 as a whole. 

At the end of this quarter, mortgages receivable net of an allowance for doubtful accounts, were down 
$631,000 from the December 31, 2012 balance.   This decrease, together with additional net capital 
investment of $1,449,000 generated the funds required to repay the $2,050,000 debenture 

During the first quarter of 2013, as evidenced by the very low ratio of average daily cash to equity, the 
Company has not had any significant difficulties in keeping its lending book full.   A steady construction 
market has allowed the Company to continue to write high quality mortgages booked at a typical 
historic face interest rate of 14%. 

The following tables illustrate some key indicators of the Company’s performance over the previous 8 
fiscal quarters.  Of note is the increase in total assets, attributable to new equity investment, which 
increased 31% from $6,174,000 to $8,083,000 over this period.  The Company distributed 100% of its 
net income to its shareholders each quarter maintaining a retained earnings balance of zero, consistent 
with prior years and with its tax status as a MIC. 
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QUARTERLY PERFORMANCE INDICATORS: 

In $000's, except for per 
share amounts 

Q1 
2013 

Q4 
2012 

Q3
2012 

Q2
2012 

Q1
2012 

Q4
2011 

Q3
2011 

Q2 
2011 

Revenue 
255  316   288   236   170   182   218   220  

Earnings and total 
comprehensive earnings  220  203   187   183   165   144   158   153  

Total assets, end of 
period  8,084  8,733   8,127   7,685   5,540   5,115   4,706   6,174  

Total distributions 
220  203   187   184   164   145   157   154  

Basic and fully diluted 
earnings per share*  3.15  3.19  3.29   3.38   3.22   2.96   3.47   3.43  

Dividends declared per 
share*  3.15  3.19   3.29   3.40   3.20   2.96  3.45   3.43  

*All shares have been issued for $100.00

The Company’s financial results have been fairly consistent over the years.  Because all of the net 
income is distributed to shareholders each year, increases in capital and revenues come only from 
additional outside investment.  Interest rates charged to borrowers have remained consistent, and 
expenses fluctuate very little.  Other than the conversion to IFRS, there have been no significant changes 
in accounting policies which would affect the results of operations, and there have been no acquisitions 
or dispositions of businesses or segments. 

Liquidity
Cash flow and liquidity were good throughout the first three months of 2013 and are monitored daily as 
this aspect of the business is critical to success.  Liquidity risk for our business comes primarily from the 
prospect of committing to a mortgage for which sufficient funds are not available to make draws as 
requested by the borrower.  The Company has a number of tools to manage liquidity and to ensure that 
commitments can be met.  Through the Company’s Manager (as defined below), the Company has 
access to a $2,500,000 line of credit which can be used to advance funds to borrowers as required.  The 
Company also has detailed cash‐flow planning procedures, a well‐established network of affiliates and 
mortgage industry contacts through which mortgages can be sold or syndicated as required for cash 
flow purposes and mortgage documents which include language whereby a borrower cannot compel 
the Company to advance funds.  The Company’s primary goal is to minimize unused cash balances, while 
ensuring that borrower needs and other commitments can always be met.  During the first quarter of 
2013, and consistent with 2012, despite the very low unutilized cash levels, all commitments were met 
and all mortgage draws were advanced on a timely basis. 

During the quarter, a total bad loan expense of $22,500 was recorded representing 8.7% of revenues.  
This amount consists entirely of a general allowance against unidentified potential future losses.  In our 
opinion, the allowance for doubtful loans shown in the financial statements is a reasonable estimate of 
potential doubtful accounts. 
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Capital Resources
The Company has no plans or commitments for capital expenditures.  The Company is financed and will 
continue to be financed, primarily by shareholder investment in common shares.  Consistent with 
income tax rules regarding MICs, the Company generally pays out 100% of its net income to 
shareholders each quarter.  Not retaining its earnings means that growth in the mortgage portfolio 
comes only from additional shareholder investment, of which there was $1,449,000 during the quarter. 

Financial Instruments
The Company’s significant financial instruments are its mortgages receivable.  The risks associated with 
the mortgages are fairly typical risks for any lender and primarily revolve around the possibility of 
default on the part of the borrowers.  The mortgages receivable are all written with fixed interest rates 
and no gains or losses are associated with these instruments.  Virtually all of the revenue of the 
Company is derived from its mortgages either as interest or as lender fees charged to borrowers at the 
inception and renewal of their loans.  

Outstanding Share Data 
Our authorized capital consists of an unlimited number of common shares, of which 78,512 were issued 
and outstanding at March 31, 2013 and 96,640 are issued and outstanding as at the date hereof.  All of 
the common shares have been issued for $100 each. 

Transactions Between Related Parties 
Transactions with related parties are in the normal course of business and are recorded at the exchange 
amount, which is the amount of consideration established and agreed to by the related parties, and are 
measured at fair value.

Builders Capital Management Corp. (the “Manager”) acts as the Manager of the Company, and is 
responsible for day‐to‐day activities under an ongoing management services agreement.  We do not 
compensate the Manager directly, but rather the Manager charges lender fees to our borrowers.  The 
Company receives a portion of the lender fees, which are included in its revenues. 

The Manager also acts as manager for a number of other private mortgage lenders.  The Company’s 
funds are often invested in mortgages alongside other private investors.  During the quarter, 
approximately 85% of the Company’s investments were made under such an arrangement. 

The Company has pledged its mortgage investments as security for the Manager’s line of credit facility in 
exchange for access to the facility to assist in managing cash‐flow. 

Critical Accounting Estimates and Policies 
Our interim financial statements for the quarter ended March 31,2013 are prepared in accordance with 
IFRS, as set out in Part I of the Handbook of the Canadian Institute of Chartered Accountants.  When 
reporting on asset and liabilities and results of operations, management makes estimates and relies 
upon assumptions in conformity with IFRS.  Actual results will differ from these estimates and 
assumptions. 
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The most significant accounting estimates for us relate to the valuation of our mortgage portfolio and 
the related provision for mortgage losses.  These are recorded based upon management’s estimates and 
assessment taking into account the investments within the mortgage portfolio and the history of each 
borrower.  The more significant accounting policies are set out below: 

Revenue Recognition 
Interest on investments is recorded on the accrual basis except when a loan is considered to be non‐
performing.  Interest income on non‐performing loans is recognized on a cash basis but only after any 
specific provision for impairment has been recovered, and provided there is no further doubt as to the 
collectability of the principal amount. 

Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and 
collectability is reasonably assured. 

Lender's fees are charged by the Company when the application for mortgage is processed and cash is 
advanced to the mortgagor. The lender's portion of the fee is generally charged at 0.5% of the total 
mortgage granted to the mortgagor with the manager’s portion generally being 3%. 

Mortgages Receivable 
Mortgages receivable consist of the principal portion of mortgages and accrued interest and are stated 
at their amortized cost less any provision for losses on mortgages that are identified as impaired or in 
default.  Impairment is assessed on a mortgage by mortgage basis taking into account specific 
circumstances.  The Company classifies a mortgage loan as impaired when, in the opinion of 
management, there is reasonable doubt as to the collectability, either in whole or in part, of principal or 
interest. 

The Company reviews its mortgages receivable on a continuous basis and at each financial statement 
date to assess whether an impairment loss should be recorded.  In the event that a loan is considered 
impaired, the accrual of interest is discontinued.  In the event that the carrying amount of the loan 
exceeds the estimated realizable value, the loan is written down to the realizable value.  A robust real 
estate market is generally very helpful to our borrowers and contributes to their profitability which in 
turns greatly reduces the probability of default.  

Income Taxes 
We are, and intend to maintain our status as, a MIC, and as such are not taxed on income provided that 
such income flows through to our shareholders as dividends during the year or within 90 days after 
December 31. It is our policy to pay such dividends out to the shareholders to remain non‐taxable. 
Accordingly, no provision for current or future income taxes is required. 

Market Outlook 
The first quarter of 2013 continued to have steady growth in line with previous years, contributing to a 
strong marketplace  for  construction  financing.    Southern  Alberta  has  been  the  Company’s  primary 
market, and we expect that market to remain strong for at least the next several years.  According to the 
Canada Mortgage  and Housing Corporation  (“CMHC”),  employment  growth  in Alberta  is  expected  to 
outstrip the national average with a growth rate of 1.7% in 2013 and 1.8% in 2014.  Net migration to the 
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province  is  forecast  to  be  in  excess  of  50,000  individuals  over  the  next  two  years.   Accordingly, we 
expect single family housing starts to be higher in 2013 and 2014 than they were in 2011 or 2012.  In the 
past,  we  have  focused  primarily  on  the  Alberta marketplace,  but  the  Company  intends  to  expand 
lending  to other Western Canadian markets  in  the  future.   Like Alberta, Saskatchewan  is expected  to 
continue to achieve strong net migration numbers with 13,000 new individuals in both 2013 and 2014.  
The  Company  believes  that  employment  growth,  a  strengthening  economy  and  high  levels  of  net 
migration will make Saskatchewan a good market for expansion. 

Despite  the  strong market,  the  prevailing  low  interest  rates  have  increased  borrower’s  sensitivity  to 
price.  During  the  first  quarter  of  2013,  rates  charged  to  borrowers  remained  unchanged  at  14%, 
however  in the future  it  is possible that to fully utilize our capital, the Company may have to consider 
reducing  rates,  increasing marketing  efforts,  or  expanding  its  target market.   We  believe  that  these 
strategies will keep the Company competitive and profitable in the future. 

Proposed Transaction 
Subsequent to the period‐end, the Company’s management and Board of Directors have agreed to enter 
into a transaction by which the bulk of the Company’s mortgages will potentially be sold to a new 
publicly‐traded corporation.  Assuming the initial public offering of the new corporation is successful, 
the existing shareholders will have the opportunity to purchase either publicly‐traded shares in the new 
corporation, or shares issued in a private placement immediately following the closing of the public 
offering.  At that point, the intent is to wind up the Company within a reasonably short period of time. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

Notice Regarding Forward‐Looking Information 
Certain information included in this MD&A contains forward‐looking statements within the meaning of 
applicable securities legislation, including statements with respect to management’s beliefs, estimates, 
and intentions, and similar statements concerning anticipated future events, results, circumstances, 
performance or expectations that are not historical facts. Forward‐looking statements generally can be 
identified by the use of forward‐looking terminology such as “outlook”, “objective”, “may”, “will”, 
“expect”, “intent”, “estimate”, “anticipate”, “believe”, “should”, “plans” or “continue” or similar 
expressions suggesting future outcomes or events. Such forward‐looking statements reflect 
management’s current beliefs and are based on information currently available to management.  These 
statements are not guarantees of future performance and are based on our estimates and assumptions 
that are subject to risks and uncertainties which could cause our actual results to differ materially from 
the forward‐looking statements contained in this MD&A. Those risks and uncertainties include, among 
other things, risks associated with mortgage lending, competition for mortgage lending, real estate 
values, interest rate fluctuations, environmental matters and the general economic environment.  We 
caution that the foregoing list is not exhaustive, as other factors could adversely affect our results, 
performance or achievements. The reader is cautioned against undue reliance on any forward‐looking 
statements.  Although the forward‐looking information contained in this MD&A is based upon what 
management believes are reasonable assumptions, there can be no assurance that actual results will be 
consistent with these forward‐looking statements. Except as required by applicable law, we undertake 
no obligation to publicly update or revise any forward‐looking statement, whether as a result of new 
information, future events or otherwise. 

Background and Overview 
Builders Capital Mortgage Investment Corp. (the “Company”) is a corporation governed by the laws of 
the Province of Alberta.  The Company was formed in late 2005 as a mortgage investment corporation 
(“MIC”) for the purpose of investing in residential mortgages.  Originally, the Company offered second 
mortgage and re‐financing  type loans, but currently specializes almost exclusively in lending to finance 
residential wood‐frame construction projects.   

The Company provides construction financing on construction projects primarily within Calgary, and the 
surrounding region.  The Company’s primary competitive advantage is its in‐house construction 
expertise. This expertise enables the Company to complete quality cost estimating and project 
assessments prior to lending which results in successfully realizing returns, even on projects that must 
be foreclosed upon.  The Company’s structure and processes are straightforward, with funds sourced 
from investors being loaned to builders on the security of real property. 

The investment objective of the Company is, with a focus on capital preservation, to acquire and 
maintain a portfolio consisting primarily of construction mortgages that generates attractive returns 
(relative to risk) permitting the Company to pay distributions to its shareholders. The Company aims to 
achieve this goal while focusing on capital preservation and staying within the criteria mandated for 
MICs. 
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Despite being eligible for conventional bank financing, many clients look to the Company to fund their 
projects because of our flexible approach to construction draws and the value we add to their projects. 
We assess the profitability of each project which reduces risk for the lender and adds value for the 
borrower who receives an independent review of their project. 

The Company is a MIC as defined in Section 130.1(6) of the Income Tax Act (Canada). Accordingly, the 
Company is not taxed on its income provided that its taxable income is fully distributed to shareholders 
as dividends within 90 days after December 31 each year.  Such dividends are generally treated by 
shareholders as interest income, so that each shareholder is in the same tax position as if their 
proportionate share of mortgage investments made by the Company had been made directly by the 
shareholder. 

Discussion of Operations 
Fiscal 2012 was a strong year, consistent with prior performance of the Company.  The annual return on 
equity was 12.72%, consistent with some of the strongest years from the past.  Despite returns of only 
about 8% in each of 2009 and 2010, during which time the Company chose to reduce its lending due to 
weakness in the marketplace, the lifetime return on equity from inception to March 31, 2013 is now 
11.55%.  Ensuring the Company’s funds are profitably employed has contributed to the strong returns; 
as evidenced by an average daily cash‐to‐equity ratio of .62% for the year. 

At year‐end, total mortgages receivable net of an allowance for doubtful accounts were $8,711,136, an 
increase of 71% over the prior year.  The funds to finance this increased activity level have come partly 
from additional investment, with $1,446,000 of capital investment in the year, and partly from a short‐
term loan for $2,050,000 taken in May of 2012.  

During 2012, as evidenced by the very low ratio of average daily cash to equity, the Company has not 
had any significant difficulties in keeping its lending book full.  In fact, in May of 2012, the Company took 
advantage of an opportunity to borrow $2,050,000 at an effective interest rate of 10.5% in order to fund 
mortgage opportunities which would otherwise have been foregone.  These mortgage funds were 
received, and the loan repaid in January of 2013.  This loan was denominated in US dollars from May of 
2012 until November of 2012, and the Company utilized futures contracts to hedge against foreign 
exchange risk during this period. 

The following tables illustrate some key indicators of the Company’s performance over the previous 3 
years.  Of note is the steady increase in total assets, which doubled between 2010 and 2012 with a 
corresponding increase in revenues.   The Company also distributed 100% of its net income to its 
shareholders in 2012 maintaining a retained earnings balance of zero which is consistent with prior 
years and with its tax status as a MIC. 
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ANNUAL PERFORMANCE INDICATORS: 

In $000's, except for per 
share amounts 

2012  2011  2010

Revenue 
1,009   767   556  

Earnings and total 
comprehensive earnings  738   586   298  

Total assets, end of 
period    8,733     5,115   4,267 

Total distributions 
738   586   298  

Basic and fully diluted 
earnings per share*  13.08   12.95   7.13  

Dividends declared per 
share*  13.08   12.95   7.13  

QUARTERLY PERFORMANCE INDICATORS: 

In $000's, except for per 
share amounts 

Q4 
2012 

Q3 
2012 

Q2 
2012 

Q1
2012 

Q4 
2011 

Q3 
2011 

Q2 
2011 

Q1 
2011 

Revenue 
316   288   236   170   182   218   220   148  

Earnings and total 
comprehensive earnings  203   187   183   165   144   158   153   131  

Total assets, end of 
period  8,733   8,127   7,685   5,540   5,115   4,706   6,174   5,911  

Total distributions 
203   187   184   164   144   157   154   131  

Basic and fully diluted 
earnings per share*  3.19  3.29   3.38   3.22   2.96   3.47   3.43   3.09  

Dividends declared per 
share*  3.19   3.29   3.40   3.20   2.96  3.45   3.43   3.11 

*All shares have been issued for $100.00

The Company’s financial results have been fairly consistent over the years.  Because all of the net 
income is distributed to shareholders each year, increases in capital and revenues come only from 
additional outside investment.  Interest rates charged to borrowers have remained consistent, and 
expenses fluctuate very little.  Other than the conversion to IFRS, there have been no significant changes 
in accounting policies which would affect the results of operations, and there have been no acquisitions 
or dispositions of businesses or segments. 
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During the year, a total bad loan expense of $110,521 was incurred representing 10.9% of revenues.  
This amount consists of $19,000 in general allowance against unidentified potential future losses, 
$11,018 allowed against specific accounts, and $80,503 loss on one mortgage which was first funded in 
2010 and on which foreclosure proceedings were commenced in May of 2011.  Title was received in 
December 2011, and the two sides of this duplex property were sold in March and June of 2012.  In our 
opinion, the allowance for doubtful loans shown in the financial statements properly reflects the value 
of doubtful accounts. 

As at December 31, 2012, our mortgage portfolio consisted of 19 investments with an average balance 
outstanding of $458,000.  Of these loans, $1,773,000 is secured by completed properties, and the 
balance of $6,938,000 consists of draw mortgages secured by real estate under construction. 

Liquidity
Cash flow and liquidity were good throughout 2012 and are monitored daily as this aspect of the 
business is critical to success.  Liquidity risk for our business comes primarily from the prospect of 
committing to a mortgage for which sufficient funds are not available to make draws as requested by 
the borrower.  The Company has a number of tools to manage liquidity and to ensure that commitments 
can be met.  Through the Company’s Manager (as defined below), the Company has access to a 
$2,500,000 line of credit which can be used to advance funds to borrowers as required.  The Company 
also has detailed cash‐flow planning procedures, a well‐established network of affiliates and mortgage 
industry contacts through which mortgages can be sold or syndicated as required for cash flow purposes 
and mortgage documents which include language whereby a borrower cannot compel the Company to 
advance funds.  The Company’s primary goal is to minimize unused cash balances, while ensuring that 
borrower needs and other commitments can always be met.  During 2012, and consistent with 2011, 
despite the very low unutilized cash levels, all commitments were met and all mortgage draws were 
advanced on a timely basis. 

Capital Resources 
The Company has no plans or commitments for capital expenditures.  The Company is financed and will 
continue to be financed, primarily by shareholder investment in common shares.  Consistent with 
income tax rules regarding MICs, the Company generally pays out 100% of its net income to 
shareholders each quarter.  Not retaining its earnings means that growth in the mortgage portfolio 
comes only from additional shareholder investment, of which there was $1,445,771 during the year. 

Financial Instruments
The Company’s significant financial instruments are its mortgages receivable.  The risks associated with 
the mortgages are fairly typical risks for any lender and primarily revolve around the possibility of 
default on the part of the borrowers.  The mortgages receivable are all written with fixed interest rates 
and no gains or losses are associated with these instruments.  Virtually all of the revenue of the 
Company is derived from its mortgages either as interest or as lender fees charged to borrowers at the 
inception and renewal of their loans.  

B-23



BUILDERS CAPITAL MORTGAGE INVESTMENT CORP. 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
YEAR ENDED DECEMBER 31, 2012

Outstanding Share Data 
Our authorized capital consists of an unlimited number of common shares, of which 64,025 were issued 
and outstanding at December 31, 2012 and 96,640 are issued and outstanding as at the date hereof.  All 
of the common shares have been issued for $100 each. 

Transactions Between Related Parties 
Transactions with related parties are in the normal course of business and are recorded at the exchange 
amount, which is the amount of consideration established and agreed to by the related parties, and are 
measured at fair value. 

Builders Capital Management Corp. (the “Manager”) acts as the Manager of the Company, and is 
responsible for day‐to‐day activities under an ongoing management services agreement.  We do not 
compensate the Manager directly, but rather the Manager charges lender fees to our borrowers.  The 
Company receives a portion of the lender fees, which are included in its revenues. 

The Manager also acts as manager for a number of other private mortgage lenders.  The Company’s 
funds are often invested in mortgages alongside other private investors.  During the year, and at year‐
end, approximately 79% of the Company’s investments were made under such an arrangement. 

The Company has pledged its mortgage investments as security for the Manager’s line of credit facility in 
exchange for access to the facility to assist in managing cash‐flow. 

Critical Accounting Estimates and Policies 
Our financial statements for the year ended December 31, 2012 are prepared in accordance with IFRS, 
as set out in Part I of the Handbook of the Canadian Institute of Chartered Accountants.  When reporting 
on assets and liabilities and results of operations, management makes estimates and relies upon 
assumptions in conformity with IFRS.  Actual results will differ from these estimates and assumptions. 

The most significant accounting estimates for us relate to the valuation of our mortgage portfolio and 
the related provision for mortgage losses.  These are recorded based upon management’s estimates and 
assessment taking into account the investments within the mortgage portfolio and the history of each 
borrower.  The more significant accounting policies are set out below: 

Revenue Recognition 
Interest on investments is recorded on the accrual basis except when a loan is considered to be non‐
performing.  Interest income on non‐performing loans is recognized on a cash basis but only after any 
specific provision for impairment has been recovered, and provided there is no further doubt as to the 
collectability of the principal amount. 

Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and 
collectability is reasonably assured. 

Lender's fees are charged by the Company when the application for mortgage is processed and cash is 
advanced to the mortgagor. The lender's portion of the fee is generally charged at 0.5% of the total 
mortgage granted to the mortgagor with the manager’s portion generally being 3%. 
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Mortgages Receivable 
Mortgages receivable consist of the principal portion of mortgages and accrued interest and are stated 
at their amortized cost less any provision for losses on mortgages that are identified as impaired or in 
default.  Impairment is assessed on a mortgage by mortgage basis taking into account specific 
circumstances.  The Company classifies a mortgage loan as impaired when, in the opinion of 
management, there is reasonable doubt as to the collectability, either in whole or in part, of principal or 
interest. 

The Company reviews its mortgages receivable on a continuous basis and at each financial statement 
date to assess whether an impairment loss should be recorded. In the event that a loan is considered 
impaired, the accrual of interest is discontinued.  In the event that the carrying amount of the loan 
exceeds the estimated realizable value, the loan is written down to the realizable value.  A robust real 
estate market is generally very helpful to our borrowers and contributes to their profitability which in 
turns greatly reduces the probability of default.  

Income Taxes 
We are, and intend to maintain our status as, a MIC, and as such are not taxed on income provided that 
such income flows through to our shareholders as dividends during the year or within 90 days after 
December 31. It is our policy to pay such dividends out to the shareholders to remain non‐taxable. 
Accordingly, no provision for current or future income taxes is required. 

Market Outlook 
2012  saw housing  starts  in Alberta  considerably  above  those of  the  last  few  years,  contributing  to  a 
strong marketplace  for  construction  financing.    Southern  Alberta  has  been  the  Company’s  primary 
market, and we expect that market to remain strong for at least the next several years.  According to the 
Canada Mortgage  and Housing Corporation  (“CMHC”),  employment  growth  in Alberta  is  expected  to 
outstrip the national average with a growth rate of 1.7% in 2013 and 1.8% in 2014.  Net migration to the 
province  is  forecast  to  be  in  excess  of  50,000  individuals  over  the  next  two  years.   Accordingly, we 
expect single family housing starts to be higher in 2013 and 2014 than they were in 2011 or 2012.  In the 
past,  we  have  focused  primarily  on  the  Alberta marketplace,  but  the  Company  intends  to  expand 
lending  to other Western Canadian markets  in  the  future.   Like Alberta, Saskatchewan  is expected  to 
continue to achieve strong net migration numbers with 13,000 new individuals in both 2013 and 2014.  
The  Company  believes  that  employment  growth,  a  strengthening  economy  and  high  levels  of  net 
migration will make Saskatchewan a strong market for expansion. 

Despite  the  strong market,  the  prevailing  low  interest  rates  have  increased  borrower’s  sensitivity  to 
price. During 2012, rates charged to borrowers remained unchanged at 14%, however in the future it is 
possible  that  to  fully utilize our capital,  the Company may have  to consider  reducing  rates,  increasing 
marketing  efforts,  or  expanding  its  target market.   We  believe  that  these  strategies  will  keep  the 
Company competitive and profitable in the future. 

Proposed Transaction 
Subsequent to year‐end, the Company’s management and Board of Directors have agreed to enter into 
a transaction by which the bulk of the Company’s mortgages will potentially be sold to a new publicly‐
traded corporation.  Assuming the initial public offering of the new corporation is successful, the existing 
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shareholders will have the opportunity to purchase either publicly‐traded shares in the new corporation, 
or shares issued in a private placement immediately following the closing of the public offering.  At that 
point, the intent is to wind up the Company within a reasonably short period of time. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

Notice Regarding Forward‐Looking Information 
Certain information included in this MD&A contains forward‐looking statements within the meaning of 
applicable securities legislation, including statements with respect to management’s beliefs, estimates, 
and intentions, and similar statements concerning anticipated future events, results, circumstances, 
performance or expectations that are not historical facts. Forward‐looking statements generally can be 
identified by the use of forward‐looking terminology such as “outlook”, “objective”, “may”, “will”, 
“expect”, “intent”, “estimate”, “anticipate”, “believe”, “should”, “plans” or “continue” or similar 
expressions suggesting future outcomes or events. Such forward‐looking statements reflect 
management’s current beliefs and are based on information currently available to management.  These 
statements are not guarantees of future performance and are based on our estimates and assumptions 
that are subject to risks and uncertainties which could cause our actual results to differ materially from 
the forward‐looking statements contained in this MD&A. Those risks and uncertainties include, among 
other things, risks associated with mortgage lending, competition for mortgage lending, real estate 
values, interest rate fluctuations, environmental matters and the general economic environment.  We 
caution that the foregoing list is not exhaustive, as other factors could adversely affect our results, 
performance or achievements. The reader is cautioned against undue reliance on any forward‐looking 
statements.  Although the forward‐looking information contained in this MD&A is based upon what 
management believes are reasonable assumptions, there can be no assurance that actual results will be 
consistent with these forward‐looking statements. Except as required by applicable law, we undertake 
no obligation to publicly update or revise any forward‐looking statement, whether as a result of new 
information, future events or otherwise. 

Background and Overview 
 Builders Capital Mortgage Investment Corp. (the “Company”) is a corporation governed by the laws of 
the Province of Alberta.  The Company was formed in late 2005 as a mortgage investment corporation 
(“MIC”) for the purpose of investing in residential mortgages.  Originally, the Company offered second 
mortgage and re‐financing  type loans, but currently specializes almost exclusively in lending to finance 
residential wood‐frame construction projects.   

The Company provides construction financing on construction projects primarily within Calgary, and the 
surrounding region.  The Company’s primary competitive advantage is its in‐house construction 
expertise. This expertise enables the Company to complete quality cost estimating and project 
assessments prior to lending which results in successfully realizing returns, even on projects that must 
be foreclosed upon.  The Company’s structure and processes are straightforward, with funds sourced 
from investors being loaned to builders on the security of real property. 

The investment objective of the Company is, with a focus on capital preservation, to acquire and 
maintain a portfolio consisting primarily of construction mortgages that generates attractive returns 
(relative to risk) permitting the Company to pay distributions to its shareholders. The Company aims to 
achieve this goal while focusing on capital preservation and staying within the criteria mandated for 
MICs. 
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Despite being eligible for conventional bank financing, many clients look to the Company to fund their 
projects, because of our flexible approach to construction draws and the value we add to their projects. 
We assess the profitability of each project which reduces risk for the lender and adds value for the 
borrower who receives an independent review of their project. 

The Company is a MIC as defined in Section 130.1(6) of the Income Tax Act (Canada). Accordingly, the 
Company is not taxed on its income provided that its taxable income is fully distributed to shareholders 
as dividends within 90 days after December 31 each year.  Such dividends are generally treated by 
shareholders as interest income, so that each shareholder is in the same tax position as if their 
proportionate share of mortgage investments made by the Company had been made directly by the 
shareholder. 

Discussion of Operations 
Fiscal 2011 was a strong year, consistent with prior performance of the Company.  The annual return on 
equity was 12.55%, consistent with some of the strongest years from the past.  Despite returns of only 
about 8% in each of 2009 and 2010, during which time the Company chose to reduce its lending due to 
weakness in the marketplace, the lifetime return on equity from inception to March 31, 2013 is now 
11.55%.  Ensuring the Company’s funds are profitably employed has contributed to the strong returns; 
as evidenced by an average daily cash‐to‐equity ratio of 1.77% for the year. 

At year‐end, total mortgages receivable net of an allowance for doubtful accounts were $5,092,992, an 
increase of 21% over the prior year.  The funds to finance this increased activity level have come from 
additional investment, with $797,000 of capital investment in the year.  

During 2011, as evidenced by the very low ratio of average daily cash to equity, the Company has not 
had any significant difficulties in keeping its lending book full. 

The following tables illustrate some key indicators of the Company’s performance over the previous 3 
years.  Of note is the steady increase in total assets, which doubled between 2010 and 2012 with a 
corresponding increase in revenues.   The Company also distributed 100% of its net income to its 
shareholders in 2012 maintaining a retained earnings balance of zero which is consistent with prior 
years and with its tax status as a MIC. 
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ANNUAL PERFORMANCE INDICATORS: 

In $000's, except for per 
share amounts 

2011  2010  2009‐
unaudited 

Revenue 
767   556   372  

Earnings and total 
comprehensive earnings  586   298   251  

Total assets, end of 
period  5,115   4,267   3,448  

Total distributions 
586   298   251  

Basic and fully diluted 
earnings per share*  12.95   8.08   8.32  

Dividends declared per 
share*  12.95   8.08   8.32  

QUARTERLY PERFORMANCE INDICATORS: 

In $000's, except for per 
share amounts 

Q4 
2011 

Q3 
2011 

Q2 
2011 

Q1 
2011 

Q4 
2010 

Q3 
2010 

Q2 
2010 

Q1 
2010 

Revenue 
182   217   220   148   132   173   148   103  

Earnings and total 
comprehensive earnings  145   158   153   130   102   75   68   53  

Total assets, end of 
period  5,115   4,706   6,174   5,911   4,267   3,956   3,430   3,756  

Total distributions 
145   157   154   130   102   75   68   53  

Basic and fully diluted 
earnings per share*  2.96   3.47   3.43   3.09   2.48   2.00   2.03   1.57  

Dividends declared per 
share*  2.96   3.45   3.43   3.11   2.48   2.00   2.03   1.57  

*All shares have been issued for $100.00

The Company’s financial results have been fairly consistent over the years.  Because all of the net 
income is distributed to shareholders each year, increases in capital and revenues come only from 
additional outside investment.  Interest rates charged to borrowers have remained consistent, and 
expenses fluctuate very little.  There have been no significant changes in accounting policies which 
would affect the results of operations, and there have been no acquisitions or dispositions of businesses 
or segments. 

During the year, a total bad loan expense of $89,553 was incurred representing 11.7% of revenues.  This 
expense was established by reference to anticipated write‐offs on specific mortgages.  In our opinion, 
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the allowance for doubtful loans shown in the financial statements properly reflects the value of 
doubtful accounts. 

As at December 31, 2011, our mortgage portfolio consisted of 17 investments with an average balance 
outstanding of $307,000.  Of these loans, $2,286,000 is secured by completed properties, and the 
balance of $2,807,000 consists of draw mortgages secured by real estate under construction. 

Liquidity
Cash flow and liquidity were good throughout 2011 and are monitored daily as this aspect of the 
business is critical to success.  Liquidity risk for our business comes primarily from the prospect of 
committing to a mortgage for which sufficient funds are not available to make draws as requested by 
the borrower.  The Company has a number of tools to manage liquidity and to ensure that commitments 
can be met including detailed cash‐flow planning procedures, a well‐established network of affiliates 
and mortgage industry contacts through which mortgages can be sold or syndicated as required for cash 
flow purposes and mortgage documents which include language whereby a borrower cannot compel 
the Company to advance funds.  The Company’s primary goal is to minimize unused cash balances, while 
ensuring that borrower needs and other commitments can always be met.  During 2011, despite the 
very low unutilized cash levels, all commitments were met and all mortgage draws were advanced on a 
timely basis. 

Capital Resources 
The Company has no plans or commitments for capital expenditures.  The Company is financed and will 
continue to be financed, primarily by shareholder investment in common shares.  Consistent with 
income tax rules regarding MICs, the Company generally pays out 100% of its net income to 
shareholders each quarter.  Not retaining its earnings means that growth in the mortgage portfolio 
comes only from additional shareholder investment, of which there was $796,979 during the year. 

Financial Instruments
The Company’s significant financial instruments are its mortgages receivable.  The risks associated with 
the mortgages are fairly typical risks for any lender and primarily revolve around the possibility of 
default on the part of the borrowers.  The mortgages receivable are all written with fixed interest rates 
and no gains or losses are associated with these instruments.  Virtually all of the revenue of the 
Company is derived from its mortgages either as interest or as lender fees charged to borrowers at the 
inception and renewal of their loans.  

Outstanding Share Data 
Our authorized capital consists of an unlimited number of common shares, of which 49,558 were issued 
and outstanding at December 31, 2011 and 96,640 are issued and outstanding as at the date hereof.  All 
of the common shares have been issued for $100 each. 

Transactions Between Related Parties 
Transactions with related parties are in the normal course of business and are recorded at the exchange 
amount, which is the amount of consideration established and agreed to by the related parties, and are 
measured at fair value. 
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Builders Capital Management Corp. (the “Manager”) acts as the Manager of the Company, and is 
responsible for day‐to‐day activities under an ongoing management services agreement.  We do not 
compensate the Manager directly, but rather the Manager charges lender fees to our borrowers.  The 
Company receives a portion of the lender fees, which are included in its revenues. 

The Manager also acts as manager for a number of other private mortgage lenders.  The Company’s 
funds are often invested in mortgages alongside other private investors.  During the year, and at year‐
end, approximately 56% of the Company’s investments were made under such an arrangement. 

Critical Accounting Estimates and Policies 
Our financial statements for the year ended December 31, 2011 are prepared in accordance with 
Generally Accepted Accounting Principles, as set out in the Handbook of the Canadian Institute of 
Chartered Accountants.  When reporting on assets and liabilities and results of operations, management 
makes estimates and relies upon assumptions in conformity with Canadian generally accepted 
accounting principles.  Actual results will differ from these estimates and assumptions. 

The most significant accounting estimates for us relate to the valuation of our mortgage portfolio and 
the related provision for mortgage losses.  These are recorded based upon management’s estimates and 
assessment taking into account the investments within the mortgage portfolio and the history of each 
borrower.  The more significant accounting policies are set out below: 

Revenue Recognition 
Interest on investments is recorded on the accrual basis except when a loan is considered to be non‐
performing.  Interest income on non‐performing loans is recognized on a cash basis but only after any 
specific provision for impairment has been recovered, and provided there is no further doubt as to the 
collectability of the principal amount. 

Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and 
collectability is reasonably assured. 

Lender's fees are charged by the Company when the application for mortgage is processed and cash is 
advanced to the mortgagor. The lender's portion of the fee is generally charged at 0.5% of the total 
mortgage granted to the mortgagor with the manager’s portion generally being 3%. 

Mortgages Receivable 
Mortgages receivable consist of the principal portion of mortgages and accrued interest and are stated 
at their amortized cost less any provision for losses on mortgages that are identified as impaired or in 
default.  Impairment is assessed on a mortgage by mortgage basis taking into account specific 
circumstances.  The Company classifies a mortgage loan as impaired when, in the opinion of 
management, there is reasonable doubt as to the collectability, either in whole or in part, of principal or 
interest. 

The Company reviews its mortgages receivable on a continuous basis and at each financial statement 
date to assess whether an impairment loss should be recorded. In the event that a loan is considered 
impaired, the accrual of interest is discontinued.  In the event that the carrying amount of the loan 
exceeds the estimated realizable value, the loan is written down to the realizable value.  A robust real 

B-32



BUILDERS CAPITAL MORTGAGE INVESTMENT CORP. 
MANAGEMENT’S DISCUSSION AND ANALYSIS 
YEAR ENDED DECEMBER 31, 2011

estate market is generally very helpful to our borrowers and contributes to their profitability which in 
turns greatly reduces the probability of default.  

Income Taxes 
We are, and intend to maintain our status as, a MIC, and as such are not taxed on income provided that 
such income flows through to our shareholders as dividends during the year or within 90 days after 
December 31. It is our policy to pay such dividends out to the shareholders to remain non‐taxable. 
Accordingly, no provision for current or future income taxes is required. 

Market Outlook 
2011  saw housing  starts  in Alberta picking up over  the  levels of  the  last  few years,  contributing  to a 
stronger marketplace  for  construction  financing.    Southern Alberta has been  the Company’s primary 
market, and we expect that market to remain strong for at least the next several years.  According to the 
Canada Mortgage  and Housing Corporation  (“CMHC”),  employment  growth  in Alberta  is  expected  to 
outstrip the national average with a growth rate of 1.7% in 2013 and 1.8% in 2014.  Net migration to the 
province  is  forecast  to  be  in  excess  of  50,000  individuals  over  the  next  two  years.   Accordingly, we 
expect single family housing starts to be higher in 2013 and 2014 than they were in 2011 or 2012.  In the 
past,  we  have  focused  primarily  on  the  Alberta marketplace,  but  the  Company  intends  to  expand 
lending  to other Western Canadian markets  in  the  future.   Like Alberta, Saskatchewan  is expected  to 
continue to achieve strong net migration numbers with 13,000 new individuals in both 2013 and 2014.  
The  Company  believes  that  employment  growth,  a  strengthening  economy  and  high  levels  of  net 
migration will make Saskatchewan a strong market for expansion. 

Despite  the  strong market,  the  prevailing  low  interest  rates  have  increased  borrower’s  sensitivity  to 
price. During 2011, rates charged to borrowers remained unchanged at 14%, however in the future it is 
possible  that  to  fully utilize our capital,  the Company may have  to consider  reducing  rates,  increasing 
marketing  efforts,  or  expanding  its  target market.   We  believe  that  these  strategies  will  keep  the 
Company competitive and profitable in the future. 

Proposed Transaction 
Subsequent to year‐end, the Company’s management and Board of Directors have agreed to enter into 
a transaction by which the bulk of the Company’s mortgages will potentially be sold to a new publicly‐
traded corporation.  Assuming the initial public offering of the new corporation is successful, the existing 
shareholders will have the opportunity to purchase either publicly‐traded shares in the new corporation, 
or shares issued in a private placement immediately following the closing of the public offering.  At that 
point, the intent is to wind up the Company within a reasonably short period of time. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

Notice Regarding Forward‐Looking Information 
Certain information included in this MD&A contains forward‐looking statements within the meaning of 
applicable securities legislation, including statements with respect to management’s beliefs, estimates, 
and intentions, and similar statements concerning anticipated future events, results, circumstances, 
performance or expectations that are not historical facts. Forward‐looking statements generally can be 
identified by the use of forward‐looking terminology such as “outlook”, “objective”, “may”, “will”, 
“expect”, “intent”, “estimate”, “anticipate”, “believe”, “should”, “plans” or “continue” or similar 
expressions suggesting future outcomes or events. Such forward‐looking statements reflect 
management’s current beliefs and are based on information currently available to management.  These 
statements are not guarantees of future performance and are based on our estimates and assumptions 
that are subject to risks and uncertainties which could cause our actual results to differ materially from 
the forward‐looking statements contained in this MD&A. Those risks and uncertainties include, among 
other things, risks associated with mortgage lending, competition for mortgage lending, real estate 
values, interest rate fluctuations, environmental matters and the general economic environment.  We 
caution that the foregoing list is not exhaustive, as other factors could adversely affect our results, 
performance or achievements. The reader is cautioned against undue reliance on any forward‐looking 
statements.  Although the forward‐looking information contained in this MD&A is based upon what 
management believes are reasonable assumptions, there can be no assurance that actual results will be 
consistent with these forward‐looking statements. Except as required by applicable law, we undertake 
no obligation to publicly update or revise any forward‐looking statement, whether as a result of new 
information, future events or otherwise. 

Background and Overview 
Builders Capital Inc. (the “Company”) is a corporation governed by the laws of the Province of Alberta.  
The Company was formed in early 2003 as a specialized investment vehicle for the purpose of investing 
in residential construction mortgages.  From inception through to the present the Company has had only 
one shareholder.  

The Company provides construction financing on wood‐frame residential construction projects primarily 
within Calgary, and the surrounding region.   The Company’s primary competitive advantage is its in‐
house construction expertise. This expertise enables the Company to complete quality cost estimating 
and project assessments prior to lending which results in successfully realizing returns, even on projects 
that must be foreclosed upon.  The Company’s structure and processes are straightforward, with funds 
sourced from the sole shareholder, and related parties, and from privately sourced unsecured 
promissory notes.  These funds are loaned to builders on the security of real property. 

The investment objective of the Company is, with a focus on capital preservation, to acquire and 
maintain a portfolio consisting primarily of construction mortgages that generates attractive returns 
(relative to risk) permitting the Company to pay distributions to its shareholder and to service its debt. 
The Company aims to achieve this goal while focusing on capital preservation. 

Despite being eligible for conventional bank financing, many clients look to the Company to fund their 
projects because of our flexible approach to construction draws and the value we add to their projects. 
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The Company assesses the profitability of each project which reduces risk for the lender and adds value 
for the borrower who receives an independent review of their project. 

Discussion of Operations 
The three months ending July 31, 2013 was a typical quarter from a lending perspective with the bulk of 
the Company’s capital having been deployed in construction mortgages primarily at an interest rate of 
14%. 

At the January 31, 2013 year‐end, there were two foreclosed properties in inventory, one of which was 
sold in the first quarter of the current year.  The other property remains in inventory and is being 
actively marketed.  During the quarter, a second property which consists of a small subdivision in the 
Edmonton, Alberta area was foreclosed on and taken into inventory.  We have accepted a conditional 
offer on this property in an amount sufficient to fully repay the principal, interest and expenses of the 
foreclosure.  We believe that the carrying value of the inventory of $5,781,096 approximately equals the 
net realizable value of these two properties. 

During the quarter, a total bad loan expense of $150,000 was recorded representing 16.7% of revenues.  
This amount is a combination of a general allowance against unidentified potential future losses and the 
amount required to record the inventory value at its net realizable value.  In our opinion, the allowance 
for doubtful loans shown in the financial statements is a reasonable estimate of potential loan losses. 

The following tables illustrate some key indicators of the Company’s performance over the previous 8 
fiscal quarters.  Revenues were 16.8% higher in the current quarter than they were in the average of the 
prior 7 quarters, although they dropped by 1.6% from the first quarter of the year.  Net earnings are also 
up as we move past the recent loan loss experience. 

QUARTERLY PERFORMANCE INDICATORS*: 

In $000's, except for 
per share amounts 

Q2 
2014 

Q1
2014 

Q4
2013 

Q3 
2013 

Q2
2013 

Q1  
2013 

Q4 
2012 

Q3
 2012 

Revenue  896  911  490  858  837  799  778  702 

Earnings and total 
comprehensive 
earnings 

86  208  (477)  24  34  134  (344)  193 

Total assets, end of 
period 

28,762  25,778  24,895  24,688  24,464  24,414  22,572  22,020 

Basic and fully diluted 
earnings per share 

860.93  2,075.06  (4,775.78)  244.46  342.17  1,344.89  (3,441.90)  1,925.54 

Dividends declared 
per share 

‐  ‐  ‐  ‐  ‐  ‐  ‐  ‐ 

*the quarterly figures presented for the 2013 fiscal year have been restated due to the allocation of income taxes between fiscal periods

There has been no new outside investment during the period other than the accrued interest on the 
promissory notes which has been added to the principal.  Interest rates charged to borrowers have 
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largely remained consistent, however faced with pressure from one long‐term borrower, we did reduce 
the rate on one loan from 14% to 13%.  This has the effect of reducing our weighted average interest 
rate from 13.8% to 13.6%.  Expenses fluctuate very little.  There were no new or renewing promissory 
notes due during the quarter. 

There have been no significant changes in accounting policies which would affect the results of 
operations, and there have been no acquisitions or dispositions of businesses or segments during the 
period. 

Liquidity 
Cash flow and liquidity were good throughout the three months ended July 31, 2013 and are monitored 
daily as this aspect of the business is critical to success.  Liquidity risk for our business comes primarily 
from the prospect of committing to a mortgage for which sufficient funds are not available to make 
draws as requested by the borrower.   The Company has a number of tools to manage liquidity and to 
ensure that commitments can be met including detailed cash‐flow planning procedures, a well‐
established network of affiliates and mortgage industry contacts through which mortgages can be sold 
or syndicated as required for cash flow purposes and mortgage documents which include language 
whereby a borrower cannot compel the Company to advance funds.  The Company’s primary goal is to 
minimize unused cash balances, while ensuring that borrower needs and other commitments can always 
be met.  During the period, and consistent with prior periods, all commitments were met and all 
mortgage draws were advanced on a timely basis. 

Capital Resources 
The Company has no plans or commitments for capital expenditures.  The Company is financed and will 
continue to be financed, primarily with debt.  Over the past several years, as the promissory notes have 
come due, the Company has successfully negotiated renewals at reduced interest rates of 8%.  While 
not guaranteed, we believe that we will be able to continue to renew the notes, and to convert them to 
interest rates of 8% as they come due.  We believe that this will become more important to us in the 
future as the continuing low interest rate environment begins to put downward pressure on the rates 
that we can charge to our borrowers. 

Financial Instruments 
The Company’s significant financial instruments are its mortgages receivable and promissory notes 
payable.  The funds provided by the promissory notes are in turn loaned to borrowers.  The risks 
associated with the mortgages are fairly typical risks for any lender and primarily revolve around the 
possibility of default on the part of the borrowers.  The primary risk associated with the promissory 
notes is that they will not be renewed as they come due, or that they cannot be renewed on 
economically viable terms.  The short term nature of the mortgage contracts mitigates the risk that a 
failure to renew the promissory notes could create a liquidity problem.   The mortgages receivable and 
the promissory notes are all written with fixed interest rates and no gains or losses are associated with 
these instruments.  Virtually all of the revenue of the Company is derived from its mortgages either as 
interest or as lender fees charged to borrowers at the inception and renewal of their loans.  

Outstanding Share Data 
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Throughout the year the sole shareholder of the Company held 100 Class A common voting shares 
which were issued for $.01.  These shares have no conversion or exchange provisions attached to them.  

Transactions between Related Parties 
Transactions with related parties are in the normal course of business and are recorded at the exchange 
amount, which is the amount of consideration established and agreed to by the related parties, and are 
measured at fair value. 

Builders Capital Management Corp. (the “Manager”) acts as the manager of the Company, and is 
responsible for day‐to‐day activities under an ongoing management services agreement.  We do not 
compensate the Manager directly, but rather the Manager charges lender fees to our borrowers.  The 
Company receives a portion of the lender fees, which are included in its revenues. 

The Manager also acts as manager for a number of other private mortgage lenders.  The Company’s 
funds are often invested in mortgages alongside other private investors.  At period‐end, approximately 
91% of the Company’s investments based on value were made under such an arrangement. 

Critical Accounting Estimates and Policies 
Our financial statements for the period ended April 30, 2013 are prepared in accordance with IFRS, as 
set out in Part I of the Handbook of the Canadian Institute of Chartered Accountants.  When reporting 
on assets and liabilities and results of operations, management makes estimates and relies upon 
assumptions in conformity with IFRS.  Actual results will differ from these estimates and assumptions. 

The most significant accounting estimates for us relate to the valuation of our mortgage portfolio and 
the related provision for mortgage losses.  These are recorded based upon management’s estimates and 
assessment taking into account the investments within the mortgage portfolio and the history of each 
borrower.  The more significant accounting policies are set out below: 

Revenue Recognition 
Interest on investments is recorded on the accrual basis except when a loan is considered to be non‐
performing. Interest income on non‐performing loans is recognized on a cash basis but only after any 
specific provision for impairment has been recovered, and provided there is no further doubt as to the 
collectability of the principal amount. 

Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and 
collectability is reasonably assured. 

Lender's fees are charged by the Company when the application for mortgage is processed and cash is 
advanced to the mortgagor. The lender's portion of the fee is generally charged at 0.5% of the total 
mortgage granted to the mortgagee, with the manager’s portion generally being 3%. 

Mortgages Receivable 
Mortgages consist of the principal portion of mortgages, accrued interest and allowances for mortgage 
losses. 
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Mortgages receivable are stated at their amortized cost less any provision for losses on mortgages that 
are identified as impaired or in default. Impairment is assessed on a mortgage by mortgage basis taking 
into account specific circumstances. The Company classifies a mortgage loan as impaired when, in the 
opinion of management, there is reasonable doubt as to the collectability, either in whole or in part, of 
principal or interest. 

The Company reviews its mortgage receivable on a continuous basis and at each financial statement 
date to assess whether an impairment loss should be recorded. In the event that a loan is considered 
impaired, the accrual of interest is discontinued. In the event that the carrying amount of the loan 
exceeds the estimated realizable value, the loan is written down to the realizable value.  A robust real 
estate market is generally very helpful to our borrowers and contributes to their profitability which in 
turn greatly reduces the probability of default. 

Income Taxes 
The Company has losses for income tax purposes of $1,068,063 available to reduce future taxable 
income.  It is expected that these losses will be fully utilized in the near future. 

Market Outlook 
The first six months of 2013 saw steady housing starts  in Alberta stabilizing at rates similar to those of 
the last few years and contributing to a strong marketplace for construction financing.  Southern Alberta 
has been the Company’s primary market, and we expect that market to remain strong for at  least the 
next several years.   According to the Canada Mortgage and Housing Corporation (CMHC), employment 
growth  in Alberta  is expected to outstrip the national average with a growth rate of 1.7%  in 2013 and 
1.8%  in 2014.   Net migration to the province  is forecast to be  in excess of 50,000  individuals over the 
next  two years.   Accordingly, we expect  single  family housing  starts  to be  slightly higher  in 2013 and 
2014  than  they  were  in  2011  or  2012.    In  the  past,  we  have  focused  primarily  on  the  Alberta 
marketplace, but  the Company  intends  to expand  lending  to other Western Canadian markets  in  the 
future.   Like Alberta, Saskatchewan  is expected  to continue  to achieve  strong net migration numbers 
with 13,000 new individuals in both 2013 and 2014.  The Company believes that employment growth, a 
strengthening  economy  and high  levels of net migration will make  Saskatchewan  a  good market  for 
expansion. 

Despite  the  strong market,  the  prevailing  low  interest  rates  have  increased  borrower’s  sensitivity  to 
price. During the second quarter of fiscal 2014, rates charged to borrowers remained unchanged at 14% 
with the exception of one  loan on which the rate was reduced to 13%.   In the future  it  is  likely that to 
fully utilize our capital, the Company will have to consider reducing rates, increasing marketing efforts, 
or expanding its target market.  We believe that these strategies will keep the Company competitive and 
profitable. 

Proposed Transaction 
Subsequent to period‐end, the Company’s management and Board of Directors have agreed to enter 
into a transaction by which the bulk of the Company’s mortgages will potentially be sold to a new 
publicly‐traded corporation.  Assuming the initial public offering of the new corporation is successful, 
the intent is to wind up the Company within a reasonably short period of time. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

Notice Regarding Forward‐Looking Information 
Certain information included in this MD&A contains forward‐looking statements within the meaning of 
applicable securities legislation, including statements with respect to management’s beliefs, estimates, 
and intentions, and similar statements concerning anticipated future events, results, circumstances, 
performance or expectations that are not historical facts. Forward‐looking statements generally can be 
identified by the use of forward‐looking terminology such as “outlook”, “objective”, “may”, “will”, 
“expect”, “intent”, “estimate”, “anticipate”, “believe”, “should”, “plans” or “continue” or similar 
expressions suggesting future outcomes or events. Such forward‐looking statements reflect 
management’s current beliefs and are based on information currently available to management.  These 
statements are not guarantees of future performance and are based on our estimates and assumptions 
that are subject to risks and uncertainties which could cause our actual results to differ materially from 
the forward‐looking statements contained in this MD&A. Those risks and uncertainties include, among 
other things, risks associated with mortgage lending, competition for mortgage lending, real estate 
values, interest rate fluctuations, environmental matters and the general economic environment.  We 
caution that the foregoing list is not exhaustive, as other factors could adversely affect our results, 
performance or achievements. The reader is cautioned against undue reliance on any forward‐looking 
statements.  Although the forward‐looking information contained in this MD&A is based upon what 
management believes are reasonable assumptions, there can be no assurance that actual results will be 
consistent with these forward‐looking statements. Except as required by applicable law, we undertake 
no obligation to publicly update or revise any forward‐looking statement, whether as a result of new 
information, future events or otherwise. 

Background and Overview 
Builders Capital Inc. (the “Company”) is a corporation governed by the laws of the Province of Alberta.  
The Company was formed in early 2003 as a specialized investment vehicle for the purpose of investing 
in residential construction mortgages.  From inception through to the present the Company has had only 
one shareholder.  

The Company provides construction financing on wood‐frame residential construction projects primarily 
within Calgary, and the surrounding region.   The Company’s primary competitive advantage is its in‐
house construction expertise. This expertise enables the Company to complete quality cost estimating 
and project assessments prior to lending which results in successfully realizing returns, even on projects 
that must be foreclosed upon.  The Company’s structure and processes are straightforward, with funds 
sourced from the sole shareholder, and related parties, and from privately sourced unsecured 
promissory notes.  These funds are loaned to builders on the security of real property. 

The investment objective of the Company is, with a focus on capital preservation, to acquire and 
maintain a portfolio consisting primarily of construction mortgages that generates attractive returns 
(relative to risk) permitting the Company to pay distributions to its shareholder and to service its debt. 
The Company aims to achieve this goal while focusing on capital preservation. 

Despite being eligible for conventional bank financing, many clients look to the Company to fund their 
projects, because of our flexible approach to construction draws and the value we add to their projects. 
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The Company assesses the profitability of each project which reduces risk for the lender and adds value 
for the borrower who receives an independent review of their project. 

Discussion of Operations 
The three months ending April 30 2013 was a typical quarter  from a lending perspective with the bulk 
of the Company’s capital having been deployed in construction mortgages primarily at an interest rate 
of 14%.  Of the two foreclosed properties included in the Company’s inventory at the January 31, 2013 
year‐end, one was sold during the period and only one property remains.  This home is complete, is 
listed for sale, and is being actively marketed. 

During the quarter, a total bad loan expense of $43,493 was recorded representing 4.7% of revenues.  
This amount consists entirely of a general allowance against unidentified potential future losses.  In our 
opinion, the allowance for doubtful loans shown in the financial statements is a reasonable estimate of 
potential doubtful accounts. 

The following tables illustrate some key indicators of the Company’s performance over the previous 8 
fiscal quarters.  Revenues were 23% higher in the current quarter than they were in the average of the 
prior 7 quarters based on particularly high cash utilization figures and increased capital investment from 
accruing interest.  Net earnings are also up substantially as we move past the recent loan loss 
experience. 

QUARTERLY PERFORMANCE INDICATORS*: 

In $000's, except for per 
share amounts 

Q1  
2014 

Q4
2013 

Q3 
2013 

Q2
2013 

Q1
2013 

Q4
2012 

Q3 
 2012 

Q2
 2012 

Revenue  911  490  858  837  799  778  702  720 

Earnings and total 
comprehensive earnings 

208  (477)  24  34  134  (344)  193  189 

Total assets, end of 
period 

25,778  24,895  24,688  24,464  24,414  22,572  22,020  21,318 

Basic and fully diluted 
earnings per share 

2,075.06  (4,775.78)  244.46  342.17  1,344.89  (3,441.90)  1,925.54  1,887.62 

Dividends declared per 
share 

‐  ‐  ‐  ‐  ‐  ‐  ‐  ‐ 

*the quarterly figures presented for the 2013 fiscal year have been restated due to the allocation of income taxes between fiscal periods

There has been no new outside investment during the period other than the accrued interest on the 
promissory notes which has been added to the principal.  Interest rates charged to borrowers have 
remained consistent, and expenses fluctuate very little.   There were no new or renewing promissory 
notes due during the quarter. 

There have been no significant changes in accounting policies which would affect the results of 
operations, and there have been no acquisitions or dispositions of businesses or segments during the 
period. 
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Liquidity 
Cash flow and liquidity were good throughout the first three months of 2013 and are monitored daily as 
this aspect of the business is critical to success.  Liquidity risk for our business comes primarily from the 
prospect of committing to a mortgage for which sufficient funds are not available to make draws as 
requested by the borrower.   The Company has a number of tools to manage liquidity and to ensure that 
commitments can be met including detailed cash‐flow planning procedures, a well‐established network 
of affiliates and mortgage industry contacts through which mortgages can be sold or syndicated as 
required for cash flow purposes and mortgage documents which include language whereby a borrower 
cannot compel the Company to advance funds.  The Company’s primary goal is to minimize unused cash 
balances, while ensuring that borrower needs and other commitments can always be met.  During the 
period, and consistent with prior periods, all commitments were met and all mortgage draws were 
advanced on a timely basis. 

Capital Resources 
The Company has no plans or commitments for capital expenditures.  The Company is financed and will 
continue to be financed, primarily with debt.  Over the past several years, as the promissory notes have 
come due, the Company has successfully negotiated renewals at reduced interest rates of 8%.  While 
not guaranteed, we believe that we will be able to continue to renew the notes, and to convert them to 
interest rates of 8% as they come due.  We believe that this will become more important to us in the 
future as the continuing low interest rate environment begins to put downward pressure on the rates 
that we can charge to our borrowers. 

Financial Instruments 
The Company’s significant financial instruments are its mortgages receivable and promissory notes 
payable.  The funds provided by the promissory notes are in turn loaned to borrowers.  The risks 
associated with the mortgages are fairly typical risks for any lender and primarily revolve around the 
possibility of default on the part of the borrowers.  The primary risk associated with the promissory 
notes is that they will not be renewed as they come due, or that they cannot be renewed on 
economically viable terms.  The short term nature of the mortgage contracts mitigates the risk that a 
failure to renew the promissory notes could create a liquidity problem.   The mortgages receivable and 
the promissory notes are all written with fixed interest rates and no gains or losses are associated with 
these instruments.  Virtually all of the revenue of the Company is derived from its mortgages either as 
interest or as lender fees charged to borrowers at the inception and renewal of their loans.  

Outstanding Share Data 
Throughout the year the sole shareholder of the Company held 100 Class A common voting shares 
which were issued for $.01.  These shares have no conversion or exchange provisions attached to them.  

Transactions between Related Parties 
Transactions with related parties are in the normal course of business and are recorded at the exchange 
amount, which is the amount of consideration established and agreed to by the related parties, and are 
measured at fair value. 
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Builders Capital Management Corp. (the “Manager”) acts as the manager of the Company, and is 
responsible for day‐to‐day activities under an ongoing management services agreement.  We do not 
compensate the Manager directly, but rather the Manager charges lender fees to our borrowers.  The 
Company receives a portion of the lender fees, which are included in its revenues. 

The Manager also acts as manager for a number of other private mortgage lenders.  The Company’s 
funds are often invested in mortgages alongside other private investors.  At period‐end, approximately 
85% of the Company’s investments were made under such an arrangement. 

Critical Accounting Estimates and Policies 
Our financial statements for the period ended April 30, 2013 are prepared in accordance with IFRS, as 
set out in Part I of the Handbook of the Canadian Institute of Chartered Accountants.  When reporting 
on assets and liabilities and results of operations, management makes estimates and relies upon 
assumptions in conformity with IFRS.  Actual results will differ from these estimates and assumptions. 

The most significant accounting estimates for us relate to the valuation of our mortgage portfolio and 
the related provision for mortgage losses.  These are recorded based upon management’s estimates and 
assessment taking into account the investments within the mortgage portfolio and the history of each 
borrower.  The more significant accounting policies are set out below: 

Revenue Recognition 
Interest on investments is recorded on the accrual basis except when a loan is considered to be non‐
performing. Interest income on non‐performing loans is recognized on a cash basis but only after any 
specific provision for impairment has been recovered, and provided there is no further doubt as to the 
collectability of the principal amount. 

Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and 
collectability is reasonably assured. 

Lender's fees are charged by the Company when the application for mortgage is processed and cash is 
advanced to the mortgagor. The lender's portion of the fee is generally charged at 0.5% of the total 
mortgage granted to the mortgagee, with the manager’s portion generally being 3%. 

Mortgages Receivable 
Mortgages consist of the principal portion of mortgages, accrued interest and allowances for mortgage 
losses. 

Mortgages receivable are stated at their amortized cost less any provision for losses on mortgages that 
are identified as impaired or in default. Impairment is assessed on a mortgage by mortgage basis taking 
into account specific circumstances. The Company classifies a mortgage loan as impaired when, in the 
opinion of management, there is reasonable doubt as to the collectability, either in whole or in part, of 
principal or interest. 

The Company reviews its mortgage receivable on a continuous basis and at each financial statement 
date to assess whether an impairment loss should be recorded. In the event that a loan is considered 
impaired, the accrual of interest is discontinued. In the event that the carrying amount of the loan 
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exceeds the estimated realizable value, the loan is written down to the realizable value.  A robust real 
estate market is generally very helpful to our borrowers and contributes to their profitability which in 
turn greatly reduces the probability of default. 

Income Taxes 
The Company has losses for income tax purposes of $1,252,028 available to reduce future taxable 
income.  It is expected that these losses will be fully utilized in the near future. 

Market Outlook 
The first three months of 2013 saw steady housing starts in Alberta stabilizing at rates similar to those of 
the last few years and contributing to a strong marketplace for construction financing.  Southern Alberta 
has been the Company’s primary market, and we expect that market to remain strong for at  least the 
next several years.   According to the Canada Mortgage and Housing Corporation (CMHC), employment 
growth  in Alberta  is expected to outstrip the national average with a growth rate of 1.7%  in 2013 and 
1.8%  in 2014.   Net migration to the province  is forecast to be  in excess of 50,000  individuals over the 
next  two years.   Accordingly, we expect  single  family housing  starts  to be  slightly higher  in 2013 and 
2014  than  they  were  in  2011  or  2012.    In  the  past,  we  have  focused  primarily  on  the  Alberta 
marketplace, but  the Company  intends  to expand  lending  to other Western Canadian markets  in  the 
future.   Like Alberta, Saskatchewan  is expected  to continue  to achieve  strong net migration numbers 
with 13,000 new individuals in both 2013 and 2014.  The Company believes that employment growth, a 
strengthening  economy  and high  levels of net migration will make  Saskatchewan  a  good market  for 
expansion. 

Despite  the  strong market,  the  prevailing  low  interest  rates  have  increased  borrower’s  sensitivity  to 
price. During the first three months of  2013, rates charged to borrowers remained unchanged at 14%, 
however  in the future  it  is possible that to fully utilize our capital, the Company may have to consider 
reducing  rates,  increasing marketing  efforts,  or  expanding  its  target market.   We  believe  that  these 
strategies will keep the Company competitive and profitable in the future. 

Proposed Transaction 
Subsequent to period‐end, the Company’s management and Board of Directors have agreed to enter 
into a transaction by which the bulk of the Company’s mortgages will potentially be sold to a new 
publicly‐traded corporation.  Assuming the initial public offering of the new corporation is successful, 
the intent is to wind up the Company within a reasonably short period of time. 
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Notice Regarding Forward‐Looking Information 
Certain information included in this MD&A contains forward‐looking statements within the meaning of 
applicable securities legislation, including statements with respect to management’s beliefs, estimates, 
and intentions, and similar statements concerning anticipated future events, results, circumstances, 
performance or expectations that are not historical facts. Forward‐looking statements generally can be 
identified by the use of forward‐looking terminology such as “outlook”, “objective”, “may”, “will”, 
“expect”, “intent”, “estimate”, “anticipate”, “believe”, “should”, “plans” or “continue” or similar 
expressions suggesting future outcomes or events. Such forward‐looking statements reflect 
management’s current beliefs and are based on information currently available to management.  These 
statements are not guarantees of future performance and are based on our estimates and assumptions 
that are subject to risks and uncertainties which could cause our actual results to differ materially from 
the forward‐looking statements contained in this MD&A. Those risks and uncertainties include, among 
other things, risks associated with mortgage lending, competition for mortgage lending, real estate 
values, interest rate fluctuations, environmental matters and the general economic environment.  We 
caution that the foregoing list is not exhaustive, as other factors could adversely affect our results, 
performance or achievements. The reader is cautioned against undue reliance on any forward‐looking 
statements.  Although the forward‐looking information contained in this MD&A is based upon what 
management believes are reasonable assumptions, there can be no assurance that actual results will be 
consistent with these forward‐looking statements. Except as required by applicable law, we undertake 
no obligation to publicly update or revise any forward‐looking statement, whether as a result of new 
information, future events or otherwise. 

 

Background and Overview 
Builders Capital Inc. (the “Company”) is a corporation governed by the laws of the Province of Alberta.  
The Company was formed in early 2003 as a specialized investment vehicle for the purpose of investing 
in residential construction mortgages.  From inception through to the present the Company has had only 
one shareholder.  
 
The Company provides construction financing on wood‐frame residential construction projects primarily 
within Calgary, and the surrounding region.  The Company’s primary competitive advantage is its in‐
house construction expertise. This expertise enables the Company to complete quality cost estimating 
and project assessments prior to lending which results in successfully realizing returns, even on projects 
that must be foreclosed upon.  The Company’s structure and processes are straightforward, with funds 
sourced from the sole shareholder and related parties, and from privately sourced unsecured 
promissory notes.  These funds are loaned to builders on the security of real property. 
 
The investment objective of the Company is, with a focus on capital preservation, to acquire and 
maintain a portfolio consisting primarily of construction mortgages that generates attractive returns 
(relative to risk) permitting the Company to pay distributions to its shareholder and to service its debt. 
The Company aims to achieve this goal while focusing on capital preservation. 
 
Despite being eligible for conventional bank financing, many clients look to the Company to fund their 
projects, because of our flexible approach to construction draws and the value we add to their projects. 
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The Company assesses the profitability of each project which reduces risk for the lender and adds value 
for the borrower who receives an independent review of their project. 
 

Discussion of Operations 
Fiscal 2013 was a typical year from a lending perspective with the bulk of the Company’s capital having 
been deployed in construction mortgages primarily at an interest rate of 14%.  Atypical for the Company 
was a significant bad debt realized in the year.  In total, six properties were foreclosed from a single 
borrower.  An allowance for doubtful loans of $506,000 was taken on these properties in 2012, however 
as the costs to complete were incurred and the properties were sold, an additional bad loan expense of 
$843,000 was realized.  At year end, all of the properties had been completed and four had been sold.  
One of the properties was sold subsequent to the year end and the final property is being actively 
marketed. 
 
Also contributing to the bad debts in the year was a property repossessed in a prior year which was 
being marketed during 2013 and another property which was repossessed, completed and sold during 
the year. 
 
In total, bad debts in the year represented 37.9% of revenue, which is an anomaly in that in the years 
prior to 2012, bad debt expense was virtually nil.  Applied against revenues, this write‐off would 
effectively reduce the interest charged on mortgages in the portfolio from a typical rate of 14% down to 
an effective rate of about 8.5%.  While this is well below historical figures for the Company, we believe 
that 8.5% still represents a reasonable return on the Company’s portfolio given today’s low interest rate 
environment.   
 
We were disappointed with the level of bad debts in the year as the ability to assess the quality of 
borrowers, and to minimize loan losses is the primary driver of our performance.  We constantly strive 
to improve our processes and to refine our underwriting techniques, and we don’t anticipate losses of 
this magnitude in the future.  We were, however, happy with the ability of the Company to realize on its 
security and to successfully complete and dispose of the foreclosed properties within a reasonably short 
period of time. 
  
The following tables illustrate some key indicators of the Company’s performance over the previous 3 
years.  Revenues increased by 3.6% in 2013 over 2012.  Since rates charged to borrowers remained 
consistent at 14% in the year, the increase has come from additional capital investment allowing for 
additional mortgages to be made. 
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ANNUAL PERFORMANCE INDICATORS: 
 

In $000's, except for per 
share amounts 

2013  2012 2011

Revenue             
2,984  

           
2,880  

           
1,660  

Earnings and total 
comprehensive earnings 

            
(284) 

              
196  

            
(485) 

Total assets, end of 
period 

         
24,895  

         
22,572  

         
21,465  

Basic and fully diluted 
earnings per share* 

    
(2,844.25) 

      
1,957.16 

    
(4,853.23) 

 
QUARTERLY PERFORMANCE INDICATORS: 
 

In $000's, except for per 
share amounts 

Q4  
2013 

Q3 
2013 

Q2 
2013 

Q1 
2013 

Q4 
2012 

Q3 
2012 

Q2 
 2012 

Q1
 2012 

Revenue                  
490  

               
858  

              
837  

                 
799  

                
778  

              
702  

              
720  

             
680  

Earnings and total 
comprehensive earnings 

              
(477) 

                 
24  

                
34  

                 
134  

              
(344) 

              
193  

              
189  

             
158  

Total assets, end of 
period 

           
24,895  

          
24,688  

         
24,464  

            
24,414  

           
22,572  

         
22,020  

         
21,318  

        
20,643  

Basic and fully diluted 
earnings per share 

      
(4,775.78) 

          
244.46  

         
342.17  

         
1,344.89 

      
(3,441.90) 

      
1,925.54  

      
1,887.62  

     
1,585.90  

Dividends declared per 
share 

                   
‐    

                  
‐    

                 
‐    

                  
‐    

                   
‐    

                 
‐                      ‐                    ‐   

  

 
There has been no new outside investment during the year other than the accrued interest on the 
promissory notes which has been added to the principal.  Interest rates charged to borrowers have 
remained consistent, and expenses fluctuate very little.   The current portion of debt due at year‐end of 
$5,518,382 was subsequently renewed and 83% of the promissory notes owing now bear interest at 8% 
per annum.   
 
Other than the conversion to IFRS, there have been no significant changes in accounting policies which 
would affect the results of operations, and there have been no acquisitions or dispositions of businesses 
or segments. 
 

Liquidity 
Cash flow and liquidity were good throughout 2013 and are monitored daily as this aspect of the 
business is critical to success.  Liquidity risk for our business comes primarily from the prospect of 
committing to a mortgage for which sufficient funds are not available to make draws as requested by 
the borrower.   The Company has a number of tools to manage liquidity and to ensure that 
commitments can be met including detailed cash‐flow planning procedures, a well‐established network 
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of affiliates and mortgage industry contacts through which mortgages can be sold or syndicated as 
required for cash flow purposes and mortgage documents which include language whereby a borrower 
cannot compel the Company to advance funds.  The Company’s primary goal is to minimize unused cash 
balances, while ensuring that borrower needs and other commitments can always be met.  During 2013, 
and consistent with prior years, all commitments were met and all mortgage draws were advanced on a 
timely basis. 
 

Capital Resources 
The Company has no plans or commitments for capital expenditures.  The Company is financed and will 
continue to be financed, primarily with debt.  Over the past several years, as the promissory notes have 
come due, the Company has successfully negotiated renewals at reduced interest rates of 8%.  While 
not guaranteed, we believe that we will be able to continue to renew the notes, and to convert them to 
interest rates of 8% as they come due.  We believe that this will become more important to us in the 
future as the continuing low interest rate environment begins to put downward pressure on the rates 
that we can charge to our borrowers. 
 

Financial Instruments 
The Company’s significant financial instruments are its mortgages receivable and promissory notes 
payable.  The funds provided by the promissory notes are in turn loaned to borrowers.  The risks 
associated with the mortgages are fairly typical risks for any lender and primarily revolve around the 
possibility of default on the part of the borrowers.  The primary risk associated with the promissory 
notes is that they will not be renewed as they come due, or that they cannot be renewed on 
economically viable terms.  The short term nature of the mortgage contracts mitigates the risk that a 
failure to renew the promissory notes could create a liquidity problem.   The mortgages receivable and 
the promissory notes are all written with fixed interest rates and no gains or losses are associated with 
these instruments.  Virtually all of the revenue of the Company is derived from its mortgages either as 
interest or as lender fees charged to borrowers at the inception and renewal of their loans.  
 

Outstanding Share Data 
Throughout the year the sole shareholder of the Company held 100 Class A common voting shares 
which were issued for $.01.  These shares have no conversion or exchange provisions attached to them.  
   

Transactions between Related Parties 
Transactions with related parties are in the normal course of business and are recorded at the exchange 
amount, which is the amount of consideration established and agreed to by the related parties, and are 
measured at fair value. 
 
Builders Capital Management Corp. (the “Manager”) acts as the manager of the Company, and is 
responsible for day‐to‐day activities under an ongoing management services agreement.  We do not 
compensate the Manager directly, but rather the Manager charges lender fees to our borrowers.  The 
Company receives a portion of the lender fees, which are included in its revenues. 
 
The Manager also acts as manager for a number of other private mortgage lenders.  The Company’s 
funds are often invested in mortgages alongside other private investors.  At year‐end, approximately 
71% of the Company’s investments were made under such an arrangement. 
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Critical Accounting Estimates and Policies 
Our financial statements for the year ended January 31, 2013 are prepared in accordance with IFRS, as 
set out in Part I of the Handbook of the Canadian Institute of Chartered Accountants.  When reporting 
on assets and liabilities and results of operations, management makes estimates and relies upon 
assumptions in conformity with IFRS.  Actual results will differ from these estimates and assumptions. 
 
The most significant accounting estimates for us relate to the valuation of our mortgage portfolio and 
the related provision for mortgage losses.  These are recorded based upon management’s estimates and 
assessment taking into account the investments within the mortgage portfolio and the history of each 
borrower.  The more significant accounting policies are set out below: 
 

Revenue Recognition 
Interest on investments is recorded on the accrual basis except when a loan is considered to be non‐
performing. Interest income on non‐performing loans is recognized on a cash basis but only after any 
specific provision for impairment has been recovered, and provided there is no further doubt as to the 
collectability of the principal amount. 
 
Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and 
collectability is reasonably assured. 
 
Lender's fees are charged by the Company when the application for mortgage is processed and cash is 
advanced to the mortgagor. The lender's portion of the fee is generally charged at 0.5% of the total 
mortgage granted to the mortgagee, with the manager’s portion generally being 3%. 
 

Mortgages Receivable 
Mortgages consist of the principal portion of mortgages, accrued interest and allowances for mortgage 
losses. 
 
Mortgages receivable are stated at their amortized cost less any provision for losses on mortgages that 
are identified as impaired or in default. Impairment is assessed on a mortgage by mortgage basis taking 
into account specific circumstances. The Company classifies a mortgage loan as impaired when, in the 
opinion of management, there is reasonable doubt as to the collectability, either in whole or in part, of 
principal or interest. 
 
The Company reviews its mortgage receivable on a continuous basis and at each financial statement 
date to assess whether an impairment loss should be recorded. In the event that a loan is considered 
impaired, the accrual of interest is discontinued. In the event that the carrying amount of the loan 
exceeds the estimated realizable value, the loan is written down to the realizable value.  A robust real 
estate market is generally very helpful to our borrowers and contributes to their profitability which in 
turns greatly reduces the probability of default.  
 

Income Taxes 
The Company has losses for income tax purposes of $1,459,534 available to reduce future taxable 
income.  It is expected that these losses will be fully utilized in the near future. 
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Market Outlook 
2013 saw housing starts in Alberta stabilize at rates similar to those of the last few years, contributing to 
a  strong marketplace  for  construction  financing.    Southern Alberta has been  the Company’s primary 
market, and we expect that market to remain strong for at least the next several years.  According to the 
Canada Mortgage  and  Housing  Corporation  (CMHC),  employment  growth  in  Alberta  is  expected  to 
outstrip the national average with a growth rate of 1.7% in 2013 and 1.8% in 2014.  Net migration to the 
province  is  forecast  to  be  in  excess  of  50,000  individuals  over  the  next  two  years.   Accordingly, we 
expect  single  family housing  starts  to be  slightly higher  in 2013 and 2014  than  they were  in 2011 or 
2012.  In the past, we have focused primarily on the Alberta marketplace, but the Company intends to 
expand  lending  to  other  Western  Canadian  markets  in  the  future.    Like  Alberta,  Saskatchewan  is 
expected to continue to achieve strong net migration numbers with 13,000 new individuals in both 2013 
and 2014.  The Company believes that employment growth, a strengthening economy and high levels of 
net migration will make Saskatchewan a good market for expansion. 

Despite  the  strong market,  the  prevailing  low  interest  rates  have  increased  borrower’s  sensitivity  to 
price. During 2013, rates charged to borrowers remained unchanged at 14%, however in the future it is 
possible  that  to  fully utilize our capital,  the Company may have  to consider  reducing  rates,  increasing 
marketing  efforts,  or  expanding  its  target market.   We  believe  that  these  strategies  will  keep  the 
Company competitive and profitable in the future. 

Proposed Transaction 
Subsequent to year‐end, the Company’s management and Board of Directors have agreed to enter into 
a transaction by which the bulk of the Company’s mortgages will potentially be sold to a new publicly‐
traded corporation.  Assuming the initial public offering of the new corporation is successful, the intent 
is to wind up the Company within a reasonably short period of time. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 

Notice Regarding Forward‐Looking Information 
Certain information included in this MD&A contains forward‐looking statements within the meaning of 
applicable securities legislation, including statements with respect to management’s beliefs, estimates, 
and intentions, and similar statements concerning anticipated future events, results, circumstances, 
performance or expectations that are not historical facts. Forward‐looking statements generally can be 
identified by the use of forward‐looking terminology such as “outlook”, “objective”, “may”, “will”, 
“expect”, “intent”, “estimate”, “anticipate”, “believe”, “should”, “plans” or “continue” or similar 
expressions suggesting future outcomes or events. Such forward‐looking statements reflect 
management’s current beliefs and are based on information currently available to management.  These 
statements are not guarantees of future performance and are based on our estimates and assumptions 
that are subject to risks and uncertainties which could cause our actual results to differ materially from 
the forward‐looking statements contained in this MD&A. Those risks and uncertainties include, among 
other things, risks associated with mortgage lending, competition for mortgage lending, real estate 
values, interest rate fluctuations, environmental matters and the general economic environment.  We 
caution that the foregoing list is not exhaustive, as other factors could adversely affect our results, 
performance or achievements. The reader is cautioned against undue reliance on any forward‐looking 
statements.  Although the forward‐looking information contained in this MD&A is based upon what 
management believes are reasonable assumptions, there can be no assurance that actual results will be 
consistent with these forward‐looking statements. Except as required by applicable law, we undertake 
no obligation to publicly update or revise any forward‐looking statement, whether as a result of new 
information, future events or otherwise. 

Background and Overview 
Builders Capital Inc. (the “Company”) is a corporation governed by the laws of the Province of Alberta.  
The Company was formed in early 2003 as a specialized investment vehicle for the purpose of investing 
in residential construction mortgages.  From inception through to the present the Company has had only 
one shareholder.  

The Company provides construction financing on wood‐frame residential construction projects primarily 
within Calgary, and the surrounding region.  The Company’s primary competitive advantage is its in‐
house construction expertise. This expertise enables the Company to complete quality cost estimating 
and project assessments prior to lending which results in successfully realizing returns, even on projects 
that must be foreclosed upon.  The Company’s structure and processes are straightforward, with funds 
sourced from the sole shareholder, and related parties, and from privately sourced unsecured 
promissory notes being loaned to builders on the security of real property. 

The investment objective of the Company is, with a focus on capital preservation, to acquire and 
maintain a portfolio consisting primarily of construction mortgages that generates attractive returns 
(relative to risk) permitting the Company to pay distributions to its shareholder and to service its debt. 
The Company aims to achieve this goal while focusing on capital preservation. 

Despite being eligible for conventional bank financing, many clients look to the Company to fund their 
projects, because of our flexible approach to construction draws and the value we add to their projects. 
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The Company assesses the profitability of each project which reduces risk for the lender and adds value 
for the borrower who receives an independent review of their project. 

Discussion of Operations 
Fiscal 2012 was a transition year, with the Company managing to deploy the bulk of its capital at interest 
rates consistent with prior performance of the Company.  During the prior year, and extending into the 
early part of the 2012 fiscal year, the Company maintained higher cash balances as it sourced deals 
selectively based on a weaker than normal, but strengthening market.   As a result of additional capital 
being utilized, fiscal 2012 revenues were up 73.5% over 2011, despite adding only 9% to the Company’s 
capital base. 

For the last number of years, the promissory notes which make up the bulk of the Company’s investable 
capital have been consistently renewed, and the accruing interest has been re‐invested.  There has been 
no other outside investment.  Interest rates charged to borrowers have remained consistent, and 
expenses fluctuate very little.  The net profits of the business depend on the ability to source mortgages 
of a quality to prevent loan losses and in a quantity sufficient to fully utilize the Company’s capital. 

As the promissory notes have come due, we have been having success in negotiating more favorable 
terms on the interest rates.  On renewal, the interest rates on the loans which in the past have been 
14% have been reduced to 8%.  The current portion of the promissory notes which at year end totaled 
$11,008,470 was subsequently renewed at 8%.     

The following tables illustrate some key indicators of the Company’s performance over the previous 3 
years: 
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ANNUAL PERFORMANCE INDICATORS: 

In $000's, except for per 
share amounts 

2012  2011 2010
Unaudited 

Revenue 
2,880   1,660          1,389  

Earnings and total 
comprehensive earnings  196   (485)          (826)  

Total assets, end of 
period  22,572   21,465        18,634  

Basic and fully diluted 
earnings per share  1,957.16   (4,853.23)  (8,259.98)  

Dividends declared per 
share  ‐      ‐            ‐  

QUARTERLY PERFORMANCE INDICATORS: 

In $000's, except for per 
share amounts 

Q4 
 2012 

Q3 
2012 

Q2 
2012 

Q1 
2012 

Q4 
2011 

Q3 
2011 

Q2 
 2011 

Q1 
2011 

Revenue 
778   702   720   680   631   465   311   252  

Earnings and total 
comprehensive earnings  (344)  193   189   159   138   (63)  (291)  (270) 

Total assets, end of 
period  22,572   22,020   21,318   20,643   21,465   19,300   18,723   18,579  

Basic and fully diluted 
earnings per share  (3,441.90)  1,925.54  1,887.62  1,585.90  1,381.06  (625.02)  (2,914.00)  (2,695.26) 

Dividends declared per 
share  ‐     ‐     ‐     ‐     ‐     ‐      ‐     ‐

There have been no significant changes in accounting policies which would affect the results of 
operations, and there have been no acquisitions or dispositions of businesses or segments. 

During the year, a total bad debt expense of $506,612 was recorded representing 17.6% of revenues for 
the year.  Virtually all of this allowance reflects expected loss of interest revenue from the foreclosure 
proceedings on one specific builder.  We had advanced funds on six active projects at various stages of 
completion at year‐end, and subsequent to the year‐end, became aware that this substantial write‐
down would be required.  This builder represents an anomaly in the Manager’s (as defined below) 
experience in that his activities included criminal fraud and forgery.  The properties involved were 
foreclosed on in the 2013 fiscal year, and have been subsequently completed.  Five of the six properties 
have been sold, and the last is being actively marketed. 

Liquidity
Cash flow and liquidity were good throughout 2012 and are monitored daily as this aspect of the 
business is critical to success.  Liquidity risk for our business comes primarily from the prospect of 
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committing to a mortgage for which sufficient funds are not available to make draws as requested by 
the borrower.   The Company has a number of tools to manage liquidity and to ensure that 
commitments can be met including detailed cash‐flow planning procedures, a well‐established network 
of affiliates and mortgage industry contacts through which mortgages can be sold or syndicated as 
required for cash flow purposes and mortgage documents which include language whereby a borrower 
cannot compel the Company to advance funds.  The Company’s primary goal is to minimize unused cash 
balances, while ensuring that borrower needs and other commitments can always be met.  During 2012, 
and consistent with 2011, despite the very low unutilized cash levels, all commitments were met and all 
mortgage draws were advanced on a timely basis. 

Capital Resources 
The Company has no plans or commitments for capital expenditures.  The Company is financed and will 
continue to be financed, primarily with debt.  Over the past several years, as the promissory notes have 
come due, the Company has successfully negotiated renewals at reduced interest rates of 8%.  While 
not guaranteed, we believe that we will be able to continue to renew the notes, and to convert them to 
interest rates of 8% as they come due.  We believe that this will become more important to us in the 
future as the continuing low interest rate environment begins to put downward pressure on the rates 
that we can charge to our borrowers. 

Financial Instruments 
The Company’s significant financial instruments are its mortgages receivable and promissory notes 
payable.  The funds provided by the promissory notes are in turn loaned to borrowers.  The risks 
associated with the mortgages are fairly typical risks for any lender and primarily revolve around the 
possibility of default on the part of the borrowers.  The primary risk associated with the promissory 
notes is that they will not be renewed as they come due, or that they cannot be renewed on 
economically viable terms.  The short term nature of the mortgage contracts mitigates the risk that a 
failure to renew the promissory notes could create a liquidity problem.   The mortgages receivable and 
the promissory notes are all written with fixed interest rates and no gains or losses are associated with 
these instruments.  Virtually all of the revenue of the Company is derived from its mortgages either as 
interest or as lender fees charged to borrowers at the inception and renewal of their loans.  

Outstanding Share Data 
Throughout the year the sole shareholder of the Company held 100 Class A common voting shares 
which were issued for $.01.  These shares have no conversion or exchange provisions attached to them.  

Transactions Between Related Parties 
Transactions with related parties are in the normal course of business and are recorded at the exchange 
amount, which is the amount of consideration established and agreed to by the related parties, and are 
measured at fair value. 

Builders Capital Management Corp. (the “Manager”) acts as the manager of the Company, and is 
responsible for day‐to‐day activities under an ongoing management services agreement.  We do not 
compensate the Manager directly, but rather the Manager charges lender fees to our borrowers.  The 
Company receives a portion of the lender fees, which are included in its revenues. 
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The Manager also acts as manager for a number of other private mortgage lenders.  The Company’s 
funds are often invested in mortgages alongside other private investors.  At year‐end, approximately 
45% of the Company’s investments were made under such an arrangement. 

Critical Accounting Estimates and Policies 
Our financial statements for the year ended January 31, 2012 are prepared in accordance with Generally 
Accepted Accounting Principles as set out in the Handbook of the Canadian Institute of Chartered 
Accountants.  When reporting on asset and liabilities and results of operations, management makes 
estimates and relies upon assumptions in conformity with Canadian generally accepted accounting 
principles.  Actual results will differ from these estimates and assumptions. 

The most significant accounting estimates for us relate to the valuation of our mortgage portfolio and 
the related provision for mortgage losses.  These are recorded based upon management’s estimates and 
assessment taking into account the investments within the mortgage portfolio and the history of each 
borrower.  The more significant accounting policies are set out below: 

Revenue Recognition 
Interest on investments is recorded on the accrual basis except when a loan is considered to be non‐
performing. Interest income on non‐performing loans is recognized on a cash basis but only after any 
specific provision for impairment has been recovered, and provided there is no further doubt as to the 
collectability of the principal amount. 

Revenue or loss from the sale of foreclosed properties is recorded when title has transferred and 
collectability is reasonably assured. 

Lender's fees are charged by the Company when the application for mortgage is processed and cash is 
advanced to the mortgagors. The lender's portion of the fee is generally charged at 0.5% of the total 
mortgage granted to the mortgagee, with the manager’s portion generally being 3%. 

Mortgages Receivable 
Mortgages consist of the principal portion of mortgages, accrued interest and allowances for mortgage 
losses. 

Mortgages receivable are stated at their amortized cost less any provision for losses on mortgages that 
are identified as impaired or in default. Impairment is assessed on a mortgage by mortgage basis taking 
into account specific circumstances. The Company classifies a mortgage loan as impaired when, in the 
opinion of management, there is reasonable doubt as to the collectability, either in whole or in part, of 
principal or interest. 

The Company reviews its mortgage receivable on a continuous basis and at each financial statement 
date to assess whether an impairment loss should be recorded. In the event that a loan is considered 
impaired, the accrual of interest is discontinued. In the event that the carrying amount of the loan 
exceeds the estimated realizable value, the loan is written down to the realizable value.  A robust real 
estate market is generally very helpful to our borrowers and contributes to their profitability which in 
turns greatly reduces the probability of default.  
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Income Taxes 
The Company has income tax losses of $1,080,299 carried forward which it expects to utilize in the 
future.  As the interest rates on the promissory notes are reduced, profitability will increase. 

Market Outlook 
2012  saw housing  starts  in Alberta  considerably  above  those of  the  last  few  years,  contributing  to  a 
strong marketplace  for  construction  financing.    Southern  Alberta  has  been  the  Company’s  primary 
market, and we expect that market to remain strong for at least the next several years.  According to the 
Canada Mortgage  and  Housing  Corporation  (CMHC),  employment  growth  in  Alberta  is  expected  to 
outstrip the national average with a growth rate of 1.7% in 2013 and 1.8% in 2014.  Net migration to the 
province  is  forecast  to  be  in  excess  of  50,000  individuals  over  the  next  two  years.   Accordingly, we 
expect single family housing starts to be higher in 2013 and 2014 than they were in 2011 or 2012.  In the 
past,  we  have  focused  primarily  on  the  Alberta marketplace,  but  the  Company  intends  to  expand 
lending  to other Western Canadian markets  in  the  future.   Like Alberta, Saskatchewan  is expected  to 
continue to achieve strong net migration numbers with 13,000 new individuals in both 2013 and 2014.  
The  Company  believes  that  employment  growth,  a  strengthening  economy  and  high  levels  of  net 
migration will make Saskatchewan a strong market for expansion. 

Despite  the  strong market,  the  prevailing  low  interest  rates  have  increased  borrower’s  sensitivity  to 
price. During 2012, rates charged to borrowers remained unchanged at 14%, however in the future it is 
possible  that  to  fully utilize our capital,  the Company may have  to consider  reducing  rates,  increasing 
marketing  efforts,  or  expanding  its  target market.   We  believe  that  these  strategies  will  keep  the 
Company competitive and profitable in the future. 
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BUILDERS CAPITAL MORTGAGE CORP.
(the “Corporation”)

AUDIT COMMITTEE MANDATE

I. PURPOSE

1. The Audit Committee (the “Committee”) is a standing committee appointed by the Board of Directors (the
“Board”) of the Corporation. The Committee is established to fulfill applicable public issuer obligations
respecting audit committees and to assist the Board in fulfilling its oversight responsibilities with respect to
financial reporting, including:

(a) overseeing the integrity of the Corporation’s financial statements and financial reporting process,
including the audit process and the Corporation’s accounting controls and procedures and
compliance with related legal and regulatory requirements;

(b) overseeing the qualifications and independence of the Corporation’s independent auditor;

(c) overseeing the work of the Corporation’s financial management team and independent auditor in
these areas; and

(d) providing an open avenue of communication between the independent auditor, the Board and
management.

In addition, the Committee shall prepare, if required, an audit committee report for inclusion in the
Corporation’s annual management proxy circular, in accordance with applicable rules and regulations. The
Committee is also responsible for assisting the Board in fulfilling its responsibilities relating to pension
matters.

2. The function of the Committee is oversight. It is not the duty or responsibility of the Committee or its
members (i) to plan or conduct audits, (ii) to determine that the Corporation’s financial statements are
complete and accurate and are in accordance with generally accepted accounting principles or (iii) to
conduct other types of auditing or accounting reviews or similar procedures or investigations. The
Committee members and its Chair are members of the Board of the Corporation, appointed to the
Committee to provide broad oversight of the financial, risk and control related activities of the Corporation,
and are specifically not accountable or responsible for the day to day operation or performance of such
activities. In particular, the member or members identified as audit committee financial experts shall not be
accountable for giving professional opinions on the internal or external audit of the Corporation's financial
information.

3. Management is responsible for the preparation, presentation and integrity of the Corporation’s financial
statements. Management is also responsible for maintaining appropriate accounting and financial reporting
principles and policies and systems of risk assessment and internal controls and procedures designed to
provide reasonable assurance that assets are safeguarded and transactions are properly authorized, recorded
and reported and to assure the effectiveness and efficiency of operations, the reliability of financial
reporting and compliance with accounting standards and applicable laws and regulations. The independent
auditor is also responsible for monitoring and reporting on the adequacy and effectiveness of the system of
internal controls. The independent auditor is responsible for planning and carrying out an audit of the
Corporation’s annual financial statements in accordance with generally accepted auditing standards to
provide reasonable assurance that, among other things, such financial statements are in accordance with
generally accepted accounting principles.
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II. PROCEDURES, POWERS AND DUTIES

GENERAL

4. The Committee shall have the following procedures:

(a) Composition – The Committee shall be comprised of at least three members. None of the
members of the Committee shall be an officer or employee of the Corporation or any of its
subsidiaries and each member of the Committee shall be independent within the requirements or
guidelines for audit committee service under applicable securities laws and stock exchange rules
and none of the members shall have participated in the preparation of the financial statements of
the Corporation or any current subsidiaries of the Corporation at any time over the past three
years.

All members of the Committee must be “financially literate” (as that term is defined from time to
time under the requirements or guidelines for audit committee service under applicable securities
laws and stock exchange rules) or must become financially literate within a reasonable period of
time after their appointment to the Committee.

(b) Appointment and Replacement of Committee Members – Any member of the Committee may be
removed or replaced at any time by the Board and shall automatically cease to be a member of the
Committee upon ceasing to be a Director.

The Board may fill vacancies on the Committee by appointing another Director to the Committee.
The Board shall fill any vacancy if the membership of the Committee is less than three directors.
Whenever there is a vacancy on the Committee, the remaining members may exercise all of the
Committee’s powers as long as a quorum remains in office. Subject to the foregoing, the members
of the Committee shall be appointed by the Board annually and each member of the Committee
shall remain on the Committee until the next annual meeting of shareholders after his or her
appointment or until his or her successor shall be duly appointed and qualified

(c) Committee Chair – The members of the Committee shall designate a Chair by majority vote of the
full Committee. The Chair of the Committee shall be responsible for leadership of the Committee,
including preparing the agenda, presiding over the meetings, making committee assignments and
reporting to the Board. The Chair of the Committee shall be a Canadian resident, provided that in
the event of the death, resignation, bankruptcy, adjudicated incompetence, removal or change in
circumstance of all resident Canadian Directors who were on the Committee, this requirement
shall not be applicable for a period of 60 days after the last resident Canadian ceased to serve,
during which time the remaining Directors shall appoint a Canadian resident to the Committee to
act as Chair.

(d) Conflicts of Interest – If a Committee member faces a potential or actual conflict of interest
relating to a matter before the Committee, other than matters relating to the compensation of
Directors, that member shall be responsible for alerting the Committee Chair. If the Committee
Chair faces a potential or actual conflict of interest, the Committee Chair shall advise the Chair of
the Board. If the Committee Chair, or the Chair of the Board, as the case may be, concurs that a
potential or actual conflict of interest exists, the member faced with such conflict shall disclose to
the Committee his or her interest and shall not participate in consideration of the matter and shall
not vote on the matter.

(e) Service on Multiple Audit Committees – If a Committee member serves on the audit committees of
more than three publicly-traded entities, including the Corporation, the Board must determine that
such service would not impair the ability of the member to effectively serve on the Committee and
disclose such determination in the annual proxy circular.
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(f) Compensation of Committee Members – The members of the Committee shall be entitled to
receive such remuneration for acting as members of the Committee as the Board may from time to
time determine.

(g) Meetings – The Committee shall meet regularly at times necessary to perform the duties described
herein in a timely manner, but not less than four times a year and any time the Corporation
proposes to issue a press release with its quarterly or annual earnings information. Meetings may
be held at any time deemed appropriate by the Committee. The Committee may meet in person
and by telephone or electronic means and, other than with respect to the review of the audited
financial statements and the notes and management’s discussion and analysis relating to such
financial statements with management and the independent auditor, may act by means of a written
resolution signed by all members entitled to vote on the matter.

(h) Calling of Meetings – Any member of the Committee or the independent auditor may call a
meeting of the Committee. Notice of the time and place of every meeting shall be given in writing,
by any means of transmitted or recorded communication, including facsimile, telex, telegram or
other electronic means that produces a written copy, to each member of a Committee at least 24
hours prior to the time fixed for such meeting. However, a member may in any manner waive a
notice of a meeting. The attendance of a Director at a meeting shall constitute a waiver of notice of
such meeting except where a Director attends a meeting for the express purpose of objecting to the
transaction of any business on the ground that the meeting has not been lawfully called or
convened. Whenever practicable, the agenda for the meeting and the meeting materials shall be
provided to members before each Committee meeting in sufficient time to provide adequate
opportunity for their review.

(i) Quorum – A majority of the members of the Committee constitute quorum, provided that a
majority of the Directors comprising such quorum must be Canadian residents.

(j) Chair of Meetings – If the Chair of the Committee is not present at any meeting of the Committee,
one of the other members of the Committee who is present shall be chosen by the Committee to
preside at the meeting.

(k) Secretary of Meeting – The Chair of the Committee shall designate a person who need not be a
member of the Committee to act as secretary or, if the Chair of the Committee fails to designate
such a person, the secretary of the Corporation shall be secretary of the Committee. The agenda of
the Committee meeting will be prepared by the Chair of the Committee, working with the
secretary of the Committee and, whenever reasonably practicable, circulated to each member prior
to each meeting.

(l) Minutes – Minutes of the proceedings of the Committee shall be kept in a minute book provided
for that purpose. The minutes of the Committee meetings shall accurately record the discussions
of and decisions made by the Committee, including all recommendations to be made by the
Committee to the Board and shall be distributed to all Committee members.

(m) Separate Executive Meetings – The Committee shall meet periodically in separate executive
sessions with management (including the Chief Financial Officer) and the independent auditor,
and shall meet without management present at every regular meeting. The Committee shall have
such other direct and independent interaction with such persons from time to time as the members
of the Committee deem appropriate. The Committee may request any officer or employee of the
Corporation or the Corporation’s outside counsel or independent auditor to attend a meeting of the
Committee or to meet with any members of, or consultants to, the Committee.

The independent auditor will have direct access to the Committee at their own initiative.

(n) Professional Assistance – The Committee may require the independent auditor to perform such
supplemental reviews or audits as the Committee may deem desirable. In addition, the Committee
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may retain such special legal, accounting, financial or other consultants as the Committee may
determine to be necessary to carry out the Committee’s duties at the Corporation’s expense.

(o) Reliance – Absent actual knowledge to the contrary (which shall be promptly reported to the
Board), each member of the Committee shall be entitled to rely on (i) the integrity of those
persons or organizations within and outside the Corporation from which it receives information,
(ii) the accuracy of the financial and other information provided to the Committee by such persons
or organizations and (iii) representations made by management and the independent auditor as to
any information technology, internal audit and other non-audit services provided by the
independent auditor to the Corporation and its subsidiaries.

(p) Reporting to the Board – The Committee shall report through the Committee Chair to the Board
following meetings of the Committee on matters considered by the Committee, its activities and
compliance with this Mandate.

(q) Committee Chair Responsibilities - The primary responsibility of the Committee Chair is to
provide leadership to the Committee to enhance its effectiveness. In such capacity, the Committee
Chair will schedule meetings of the Committee, organize and present agendas for Committee
meetings, oversee the distribution of information to the Committee sufficiently in advance of the
meeting, preside over Committee meetings and report to the Board on Committee matters.

POWERS

5. The Committee shall have the following powers:

(a) Access – The Committee is entitled to full access to all books, records, facilities, and personnel of
the Corporation and its subsidiaries. The Committee may require such officers, Directors and
employees of the Corporation and its subsidiaries and others as it may see fit from time to time to
provide any information about the Corporation and its subsidiaries it may deem appropriate and to
attend and assist at meetings of the Committee.

(b) Delegation – The Committee may delegate from time to time to any person or committee of
persons any of the Committee’s responsibilities that lawfully may be delegated.

(c) Adoption of Policies and Procedures – The Committee may adopt policies and procedures for
carrying out its responsibilities.

AUDIT RESPONSIBILITIES OF THE COMMITTEE

Selection and Oversight of the Independent Auditor

6. The independent auditor is ultimately accountable to the Committee and the Board as the representatives of
the shareholders of the Corporation and shall report directly to the Committee and the Committee shall so
instruct the independent auditor. The Committee shall evaluate the performance of the independent auditor
and make recommendations to the Board on the reappointment or replacement of the independent auditor
of the Corporation to be proposed in the Corporation's proxy circular for shareholder approval. If a change
in independent auditor is proposed, the Committee shall review the reasons for the change and any other
significant issues related to the change, including the response of the incumbent auditors, and enquire on
the qualifications of the proposed auditors before making its recommendation to the Board.

7. The Committee shall approve in advance the terms of engagement and, if the shareholders authorize the
Board to do so, the compensation to be paid by the Corporation to the independent auditor with respect to
the conduct of the annual audit. The Committee may approve policies and procedures for the pre-approval
of services to be rendered by the independent auditor including any de minimus exceptions, which policies
and procedures shall include reasonable detail with respect to the services covered. All non-audit services
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to be provided to the Corporation or any of its affiliates by the independent auditor or any of their affiliates
which are not covered by pre-approval policies and procedures approved by the Committee shall be subject
to pre-approval by the Committee. The Committee will review disclosure respecting fees paid to the
independent auditor for audit and non-audit services.

8. The Committee shall review the independence of the independent auditor and shall make recommendations
to the Board on appropriate actions to be taken which the Committee deems necessary to protect and
enhance the independence of the independent auditor. In connection with such review, the Committee
shall:

(a) actively engage in a dialogue with the independent auditor about all relationships or services that
may impact the objectivity and independence of the independent auditor;

(b) require that the independent auditor submit to it on a periodic basis, and at least annually, a formal
written statement delineating all relationships between the Corporation and its subsidiaries, on the
one hand, and the independent auditor and their affiliates on the other hand;

(c) require that (i) both the lead audit partner and the partner responsible for performing a second
review respecting the audit be rotated at least every five years and be subject to a five year time
out and (ii) all other partners on the audit engagement team who provide more than 10 hours of
audit, review or attest services with respect to the Corporation’s consolidated financial statements
or who serve as the lead partner in connection with any audit or review related to financial
statements of a subsidiary whose assets or revenues constitute at least 20% of the consolidated
assets or revenues of the Corporation be rotated at least every seven years and be subject to a two
year time out; and

(d) consider the auditor independence standards promulgated by applicable auditing regulatory and
professional bodies.

9. The Committee shall establish and monitor clear policies for the hiring by the Corporation of employees or
former employees of the independent auditor.

10. The Committee shall require the independent auditor to provide to the Committee, and the Committee shall
review and discuss with the independent auditor, all reports which the independent auditor is required to
provide to the Committee or the Board under rules, policies or practices of professional or regulatory
bodies applicable to the independent auditor, and any other reports which the Committee may require.

Oversight and Monitoring of Audits

11. The Committee shall review with the independent auditor and management the audit function generally, the
objectives, staffing, locations, co-ordination, reliance upon management and general audit approach and
scope of proposed audits of the financial statements of the Corporation and its subsidiaries, the overall audit
plans, the responsibilities of management and the independent auditor, the audit procedures to be used and
the timing and estimated budgets of the audits.

12. The Committee shall discuss with the independent auditor any difficulties or disputes that arose with
management during the course of the audit and the adequacy of management’s responses in correcting
audit-related deficiencies.

13. The Committee shall review with management the results of external audits.

14. The Committee shall take such other reasonable steps as it may deem necessary to satisfy itself that the
audit was conducted in a manner consistent with all applicable legal requirements and auditing standards of
applicable professional or regulatory bodies.
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Oversight and Review of Accounting Principles and Practices

15. The Committee shall, as it deems necessary, oversee, review and discuss with management and the
independent auditor:

(a) the quality, appropriateness and acceptability of the Corporation’s accounting principles, policies
and practices used in its financial reporting, changes in the Corporation’s accounting principles,
policies or practices and the application of particular accounting principles, policies and disclosure
practices by management to new transactions or events;

(b) all significant financial reporting issues and judgments made in connection with the preparation of
the financial statements, including the effects of alternative methods within generally accepted
accounting principles on the financial statements and any “second opinions” sought by
management from an independent audit or accounting firm with respect to the accounting
treatment of a particular item;

(c) disagreements between management and the independent auditor regarding the application of any
accounting principles or practices;

(d) any material change to the Corporation’s accounting principles, policies and practices as
recommended by management or the independent auditor or which may result from proposed
changes to applicable generally accepted accounting principles;

(e) the effect of regulatory and accounting initiatives on the Corporation’s financial statements and
other financial disclosures;

(f) any reserves, accruals, provisions or estimates that may have a material effect upon the financial
statements of the Corporation;

(g) the use of special purpose entities and the business purpose and economic effect of off-balance
sheet transactions, arrangements, obligations, guarantees and other relationships of the
Corporation and their impact on the reported financial results of the Corporation;

(h) any legal matter, claim or contingency that could have a significant impact on the financial
statements, the Corporation’s compliance policies and any material reports, inquiries or other
correspondence received from regulators or governmental agencies and the manner in which any
such legal matter, claim or contingency has been disclosed in the Corporation’s financial
statements;

(i) the treatment for financial reporting purposes of any significant transactions which are not a
normal part of the Corporation’s operations;

(j) the use of any “pro forma” or “adjusted” information not in accordance with international financial
reporting standards; and

(k) management’s determination of goodwill, if any, as required by applicable accounting standards.

16. The Committee will review and resolve disagreements between management and the independent auditor
regarding financial reporting or the application of any accounting principles or practices.

Oversight and Monitoring of Internal Controls

17. The Committee shall, as it deems necessary, exercise oversight of, review and discuss with management
and the independent auditor:
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(a) the adequacy and effectiveness of the Corporation’s internal accounting and financial controls and
the recommendations of management and the independent auditor for the improvement of
accounting practices and internal controls;

(b) any significant deficiencies or material weaknesses in the internal control environment, including
with respect to computerized information system controls and security;

(c) any fraud that involves personnel who have a significant role in the Corporation’s internal control
over financial reporting; and

(d) management’s compliance with the Corporation’s processes, procedures and internal controls.

Communications with Others

18. The Committee establishes and monitors procedures for the receipt and treatment of complaints received by
the Corporation regarding accounting, internal accounting controls or audit matters and the anonymous
submission by employees of concerns regarding questionable accounting, auditing or financial matters and
review periodically with management these procedures and any significant complaints received on such
issues or on any other business practices.

Oversight and Monitoring of the Corporation’s Financial Disclosures

19. The Committee shall:

(a) review with the independent auditor and management and recommend to the Board for approval
the audited financial statements and the related notes and managements’ discussion and analysis
accompanying such financial statements, the Corporation’s annual report and any financial
information of the Corporation contained in any prospectus or information circular of the
Corporation; and

(b) review with the independent auditor and management and recommend to the Board for approval
each set of interim financial statements and the related notes and managements’ discussion and
analysis accompanying such financial statements and any other disclosure documents or
regulatory filings of the Corporation containing or accompanying financial information of the
Corporation.

Such reviews shall be conducted prior to the release of any summary of the financial results or the filing of
such reports with applicable regulators.

20. Periodically assess procedures for the review of disclosure of financial information extracted or derived
from the financial statements, other than the disclosure referred to in paragraph 19 above.

21. Prior to their distribution, the Committee shall discuss earnings press releases, as well as financial
information and any earnings guidance provided to analysts and ratings agencies, it being understood that
such discussions may, in the discretion of the Committee, be done generally (i.e., by discussing the types of
information to be disclosed and the type of presentation to be made) and that the Committee need not
discuss in advance each earnings release or each instance in which the Corporation gives earning guidance.

22. The Committee shall review with management and assess the Corporation’s disclosure controls and
procedures and material changes to the design of the Corporation’s disclosure controls and procedures.

23. The Committee shall review disclosures made respecting the design and operation of internal controls over
financial reporting and disclosure controls and procedures, including any disclosure of limitations on their
assessment by the Chief Executive Officer and Chief Financial Officer and deficiencies in their design or
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operating effectiveness and any fraud involving persons who have a significant role in the Corporation’s
internal controls

24. The Committee shall review the disclosure with respect to its pre-approval of audit and non-audit services
provided by the independent auditor.

Oversight of Finance Matters

25. Appointments of the key financial executives involved in the financial reporting process of the Corporation,
including the Chief Financial Officer, shall require the prior review of the Committee.

26. The Committee shall receive and review:

(a) periodic reports on compliance with requirements regarding statutory deductions and remittances
and, in the event of any non-compliance, the nature and extent of non-compliance, the reasons
therefor and the management’s plan and timetable to correct any deficiencies;

(b) material policies and practices of the Corporation respecting cash management and material
financing strategies or policies or proposed financing arrangements and objectives of the
Corporation; and

(c) material tax policies and tax planning initiatives, tax payments and reporting and any pending tax
audits or assessments.

27. The Committee shall meet periodically with management to review and discuss the Corporation’s major
financial risk exposures and the policy steps management has taken to monitor and control such exposures,
including the use of financial derivatives and hedging activities and the Corporation’s insurance programs.

28. The Committee shall receive and review the financial statements and other financial information of
material subsidiaries of the Corporation and any auditor recommendations concerning such subsidiaries.

29. The Committee shall review the Corporation’s delegation of financial authority.

30. The Committee shall make recommendations to the Board respecting the declaration of dividends and the
purchase of Corporation securities.

31. With respect to pension matters, the Committee shall review and approve (a) material changes to the
governance structure and processes applicable to the Corporation’s pension plans, including the
appointment and removal of investment and asset consultants and investment managers, plan actuaries,
plan auditors, plan custodians and plan service providers, (b) the annual pension governance report, (c) the
asset mix and investment strategy of the pension plans, (d) actuarial funding assumptions and
methodologies proposed by actuaries (within applicable regulatory parameters) and (e) all actuarial reports
and financial statements for the pension plans..

Additional Responsibilities

32. The Committee shall review and make recommendations to the Board concerning the financial structure,
condition and strategy of the Corporation and its subsidiaries, including with respect to annual budgets,
long-term financial plans, corporate borrowings, investments, capital expenditures, long term commitments
and the issuance and/or repurchase of stock.

33. The Committee shall review or approve any other matter specifically delegated to the Committee by the
Board and undertake on behalf of the Board such other activities as may be necessary or desirable to assist
the Board in fulfilling its oversight responsibilities with respect to financial reporting and financial
obligations of the Corporation.
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III. REVIEW AND DISCLOSURE

34. The Committee shall review and consider the adequacy of this Mandate as it deems appropriate and
recommend changes to the Board. The performance of the Committee shall be evaluated with reference to
this Mandate annually.

35. The Committee shall ensure that this Mandate is disclosed on the Corporation’s website and that this
Mandate is disclosed in accordance with all applicable securities laws or regulatory requirements.
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Builders Capital Mortgage Corp.
Financial Forecast

The following financial forecast of Builders Capital Mortgage Corp. (“Company”) was prepared by management, using assumptions with
an effective date of June 28, 2013, and was approved by the Board on July 17, 2013. Pursuant to applicable securities laws, the
Company will be required to update the forecast during the forecast period by identifying any material changes from the forecast resulting
from events that have occurred since it was issued and by comparing such forecast with annual audited actual results and interim
unaudited actual results for the periods covered. The comparison will accompany the Company’s annual or interim Management’s
Discussion and Analysis for the relevant periods.

The forecast has been prepared in accordance with the measurement, presentation and disclosure of financial forecasts established in
Part 4A and 4B of National Instrument 51-102 - Continuous Disclosure Obligations. The forecast has been prepared using assumptions
that reflect management’s intended courses of action for the Company for the periods covered, given management’s judgment as to the
most probable set of economic conditions. The forecast has been prepared after giving effect to the Offering and the other transactions
contemplated in this prospectus to be completed before or immediately following the Closing. The forecast assumes the Closing has
occurred on September 30, 2013. The forecast assumes no acquisitions or dispositions are completed during the period, other than the
acquisition of the Initial Portfolio Acquisition, and that the capital structure at the Closing is maintained throughout the forecast period.

The assumptions used in the preparation of the forecast, although considered reasonable by management at the time of
preparation, may not materialize as forecast and unanticipated events and circumstances may occur subsequent to the date of
the forecast. Accordingly, there is a significant risk that actual results achieved for the forecast period will vary from the
forecast results and that such variations may be material. There is no representation that actual results achieved during the
forecast period will be the same in whole or in part as those forecast. Important factors that could cause actual results to vary
materially from the forecast include those disclosed under “Risk Factors”.

The financial forecast should be read in conjunction with the audited opening statement of financial position of the Company.
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Suite 1500, 640 – 5th Ave. S.W., Calgary, Alberta T2P 3G4 Tel: (403) 263-3385 Fax: (403) 269-8450

Auditors’ Report on Financial Forecast

To the Directors of Builders Capital Mortgage Corp.:

The accompanying financial forecast of Builders Capital Mortgage Corp. (the "Company") consisting of the statement of forecast financial
position as at December 31, 2013, March 31, 2014, June 30, 2014, September 30, 2014 and December 31, 2014, and the statements of
forecast comprehensive income and forecast cash flows for the three-month period ending December 31, 2013, March 31, 2014, June
30, 2014, September 30, 2014, December 31, 2014 and the twelve-month period ending December 31, 2014 has been prepared by
management using assumptions with an effective date of June 28, 2013. We have examined the support provided by management for
the assumptions, and the preparation and presentation of this financial forecast. Our examination was made in accordance with the
applicable Assurance and Related Services Guideline issued by The Canadian Institute of Chartered Accountants. We have no
responsibility to update this report for events and circumstances occurring after the date of our report.

In our opinion:
• as at the date of this report, the assumptions developed by management are suitably supported and consistent with the plans

of the Company, and provide a reasonable basis for the forecast;
• this forecast reflects such assumptions; and
• the financial forecast complies with the presentation and disclosure standards for future-oriented financial information

established in Parts 4A and 4B of National Instrument 51-102, Continuous Disclosure Obligations.

Since this forecast is based on assumptions regarding future events, actual results will vary from the information presented and the
variations may be material. Accordingly, we express no opinion as to whether this forecast will be achieved.

Calgary, Alberta
October 25, 2013 Chartered Accountant
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Builders Capital Mortgage Corp.
Statement of Forecast Financial Position

(in Canadian Dollars)

See accompanying notes to the financial forecast.

As at December
31, 2013

$

As at March 31,
2014

$

As at June 30,
2014

$

As at September
30, 2014

$

As at December
31, 2014

$

ASSETS

Cash 1,754,483 969,601 1,312,038 598,691 1,675,092
Mortgages receivable net of allowance for doubtful accounts 40,096,509 40,964,405 40,630,868 41,347,732 40,220,020

Total Assets 41,850,992 41,934,006 41,942,906 41,946,423 41,895,112

LIABILITIES AND SHAREHOLDERS’ EQUITY

Liabilities

Accounts Payable 60,000 60,000 60,000 60,000 60,000
Dividends payable 1,059,992 1,143,006 1,151,906 1,155,423 1,104,112

1,119,992 1,203,006 1,211,906 1,215,423 1,164,112

Shareholders’ Equity

Class A shares 29,030,000 29,030,000 29,030,000 29,030,000 29,030,000
Class B shares 11,700,000 11,700,000 11,700,000 11,700,000 11,700,000
Voting shares 1,000 1,000 1,000 1,000 1,000
Retained earnings - - - - -

40,731,000 40,731,000 40,731,000 40,731,000 40,731,000

Total Liabilities and Shareholders’ Equity 41,850,992 41,934,006 41,942,906 41,946,423 41,895,112
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Builders Capital Mortgage Corp.
Statement of Forecast Comprehensive Income

(in Canadian Dollars)

See accompanying notes to the financial forecast.

Three month
period ending
December 31,

2013
$

Three month
period ending

March 31,
2014

$

Three month
period ending

June 30,
2014

$

Three month
period ending
September 30,

2014
$

Three month
period ending
December 31,

2014
$

Twelve month
period ending
December 31,

2014
$

Revenue

Mortgage interest income 1,435,483 1,424,110 1,437,943 1,436,059 1,379,324 5,677,436

Expenses

General and administrative 50,000 47,000 50,500 45,500 45,500 188,500
Allowance for doubtful accounts 133,491 132,104 133,537 133,136 127,712 526,489
Management fees 102,000 102,000 102,000 102,000 102,000 408,000
Share issue costs 90,000 - - - - -

375,491 281,104 286,037 280,636 275,212 1,122,989

Total comprehensive income 1,059,992 1,143,006 1,151,906 1,155,423 1,104,112 4,554,447
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Builders Capital Mortgage Corp.
Statement of Forecast Cash Flows

(in Canadian Dollars)

See accompanying notes to the financial forecast.

Three month
period ending
December 31,

2013
$

Three month
period ending

March 31,
2014

$

Three month
period ending

June 30,
2014

$

Three month
period ending
September 30,

2014
$

Three month
period ending
December 31,

2014
$

Twelve month
period ending
December 31,

2014
$

Operating activities

Total comprehensive income 1,059,992 1,143,006 1,151,906 1,155,423 1,104,112 4,554,447
Non-cash adjustments to reconcile profit from
operations to net cash flows:

Change in allowance for doubtful accounts 133,491 132,104 133,537 133,136 127,712 526,489
Change in accounts payable 60,000 - - - - -
Change in dividends payable 1,059,992 83,014 8,900 3,517 (51,311) 44,120

Net cash flows from operating activities 2,313,475 1,358,124 1,294,343 1,292,076 1,180,513 5,125,056

Investing activities

(Funding) repayment of mortgages (40,230,000) (1,000,000) 200,000 (850,000) 1,000,000 (650,000)

Net cash flows (used in) from investing activities (40,230,000) (1,000,000) 200,000 (850,000) 1,000,000 (650,000)

Financing activities
Proceeds from issuance of shares, net of issuance
costs 40,730,000 - - - - -
Dividends paid to Class A shareholders (618,000) (659,346) (665,782) (668,332) (631,131) (2,624,591)
Dividends paid to Class B shareholders (441,992) (483,660) (486,124) (487,091) (472,981) (1,929,856)

Net cash flows from (used in) financing activities 39,670,008 (1,143,006) (1,151,906) (1,155,423) (1,104,112) (4,554,447)

Net increase (decrease) in cash 1,753,483 (784,882) 342,437 (713,347) 1,076,401 (79,391)
Cash, beginning of period 1,000 1,754,483 969,601 1,312,038 598,691 1,754,483

Cash at end of period 1,754,483 969,601 1,312,038 598,691 1,675,092 1,675,092
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Builders Capital Mortgage Corp.
Notes to the Financial Forecast

Three-month period ending December 31, 2013, March 31, 2014, June 30, 2014, September 30, 2014,
December 31, 2014 and twelve-month period ending December 31, 2014

1. Purpose of the financial forecast

This financial forecast has been prepared by management of Builders Capital Mortgage Corp. (the "Company") for use by
prospective investors in their evaluation of potential investments in the Company and may not be appropriate for any other
purpose.

2. Basis of presentation of the financial forecast

The Company was incorporated under the laws of the Province of Alberta on March 28, 2013 (“Inception”). The principal business
of the Company is to acquire and maintain a portfolio consisting primarily of construction mortgages that are secured by
development stage residential real property.

The financial forecast consists of a statement of forecast financial position as at December 31, 2013, March 31, 2014, June 30,
2014, September 30, 2014 and December 31, 2014, and the statements of forecast comprehensive income and forecast cash
flows for the three-month period ending December 31, 2013, March 31, 2014, June 30, 2014, September 30, 2014, December 31,
2014 and the twelve-month period ending December 31, 2014. The financial forecast has been prepared using assumptions with
an effective date of June 28, 2013. The financial forecast reflects the assumptions described in Note 4.

The financial forecast has been prepared using assumptions that reflect the Company’s intended course of action for the periods
presented, given management’s judgment as to the most probable set of economic conditions. The financial forecast will be
compared with the reported results for the financial forecast periods and any significant differences will be disclosed. The actual
results achieved during the financial forecast periods will vary from the forecasted results, and these variations may be material.
Amounts are in Canadian dollars unless otherwise stated.

3. Summary of significant accounting policies

The financial forecast has been prepared in accordance with the significant accounting policies described below which are the
accounting policies that will be applied by the Company and are consistent with the measurement and presentation principles of
International Financial Reporting Standards (‘‘IFRS’’) as issued by the International Accounting Standards Board.

a) Revenue Recognition

Mortgage interest income is recognized on an accrual basis and in the statement of forecast comprehensive income using the
effective interest method.

Other revenue is recognized on an accrual basis in the fiscal period to which it relates.

b) Financial instruments

Financial instruments are recognized when the Company becomes a party to the contractual provisions of the instrument.
Financial assets are derecognized when the rights to receive cash flows from the assets have expired or have been transferred
and the Company has transferred substantially all risks and rewards of ownership. Financial instruments are recognized initially
at fair value plus, for instruments not at fair value through profit or loss, any directly attributable transaction costs. The Company
uses settlement date accounting for regular way contracts when recording financial asset transactions. Subsequent to initial
recognition, financial instruments are measured as described below:

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. Loans and receivables are initially recognized at fair value plus transaction costs and subsequently carried at amortized
cost using the effective interest method. The effective interest method is a method of calculating amortized cost and of allocating
interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash
receipts or payments (including all fees or points paid or received that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts) through the expected life of the financial instrument, or when appropriate, a
shorter period to the net carrying amount of the instrument.

The Company has classified the following financial assets as loans and receivables: cash and mortgages receivable.

Other financial liabilities

Other financial liabilities include liabilities that have not been classified as fair value through profit or loss. Other financial
liabilities are subsequently measured at amortized cost using the effective interest method. Interest expense, calculated using
the effective interest rate method, is recognized in net income.

The Company has classified accounts payable as other financial liabilities.
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Builders Capital Mortgage Corp.
Notes to the Financial Forecast

Three-month period ending December 31, 2013, March 31, 2014, June 30, 2014, September 30, 2014,
December 31, 2014 and twelve-month period ending December 31, 2014

3. Summary of significant accounting policies (continued)

c) Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.

d) Impairment of financial assets

Financial assets, other than those carried at fair value through profit or loss, are assessed for indicators of impairment at each
reporting period. Financial assets are considered to be impaired when there is objective evidence that, as a result of one or
more events that have occurred after the initial recognition of the financial asset; the estimated future cash flows of the asset
have been affected.

Objective evidence of impairment could include deterioration in credit quality to the extent that there is no longer reasonable
assurance as to the timely collection of principal and interest. Where such objective evidence is deemed to exist, a credit
provision is recorded based on an evaluation as prepared by management as to the principle and or interest at risk of loss.
The estimated net realizable loans and interest receivables is determined by discounting the expected future cash flows at the
effective interest rate in the loan. When the amounts and timing of future cash flows cannot be measured with reasonable
reliability, the estimated net realizable amount is calculated based on the fair value of any security underlying the loans net of
expected costs of realization and any legal amounts legally required to be paid to or by the borrower.

4. Significant Assumptions

The following assumptions are an integral part of the forecast:

a) Transactions

The following transactions contemplated by the prospectus are scheduled to close no later than October 25, 2013 (the
“Closing”). For purposes of this financial forecast, it is assumed that the closing of the transactions contemplated by this
prospectus occurred on September 30, 2013.

i. Initial public offering

The Company is assumed to complete the issue of subscription receipts to the public pursuant to an initial public offering (the
“Offering”) for gross proceeds of $30,000,000 through the issuance of 3,000,000 Class A shares at a price of $10.00 per
share.

ii. Initial public offering

The Company is assumed to complete the issue of Class B shares to Builders Capital Mortgage Investment Corp. (“BCMIC”),
Builders Capital Inc. (“BCI”) and their stakeholders for gross proceeds of $10,000,000 at a price of $10.00 per Class B Share
on a private placement basis following the closing of the Offering.

iii. Acquisitions

Following the Closing, it is assumed that the Company will acquire from BCMIC and BCI certain portfolios of Mortgages
pursuant to the terms of the Initial Portfolio Acquisition Agreement.

b) Revenue

The Company will derive its revenue primarily from interest on its portfolio of mortgages. The forecasted revenue is based on
the average interest rate of the portfolios of mortgages that will be acquired from BCMIC and BCI.

c) General and administrative expenses

General and administrative expenses reflect management’s best estimate of audit and legal fees, directors fees, interest
expense, and other administrative expenses.

d) Allowance for doubtful accounts

The Company estimated an allowance for doubtful accounts based on BCMIC’s and BCI’s historical experience with
managing the portfolios of Mortgages.

e) Management fees

Management fees are payable to Builders Capital Management Corp. (the “Manager”) and are equal to 1% per annum of the
book value of share capital of the Company, calculated daily, aggregated and paid monthly in arrears, plus applicable taxes.
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Builders Capital Mortgage Corp.
Notes to the Financial Forecast

Three-month period ending December 31, 2013, March 31, 2014, June 30, 2014, September 30, 2014,
December 31, 2014 and twelve-month period ending December 31, 2014

4. Summary of significant assumptions (continued)

f) Dividends

The Company intends to make quarterly cash distributions by way of dividends on the last business day of each quarter. The
Class A Shares rank first, the Class B Shares rank second and the Voting Shares rank third with respect to an initial non-
cumulative dividend at a rate of up to, but not exceeding 8% per annum on each class of shares. In each financial year, if the
maximum amount of this initial dividend has been paid on all classes of shares, then the Class B shareholders, in the
discretion of the board of directors, are entitled to an additional non-cumulative dividend at a rate of up to, but not exceeding
8% per annum. In each financial year if the maximum amount of both the initial dividend and the additional dividend are paid,
then all further dividends declared in such year shall be declared and paid in equal amounts per share on all of the classes of
shares.

g) Taxation

The Company intends to qualify as a mortgage investment corporation under the Income Tax Act (Canada) and the Income
Tax Regulations. As long as it retains this classification, under the Income Tax Act (Canada), taxable income is reduced by
dividends paid during the year or within 90 days of the year-end. As a result, the Company can distribute its net earnings to
shareholders without the payment of corporate income tax.
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CERTIFICATE OF THE CORPORATION, THE MANAGER AND THE PROMOTER 

Dated: October 25, 2013 

This prospectus (which includes the marketing materials included or incorporated by reference) constitutes full, true and 
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