Date:
THE ISSUER

Name:
Head Office:

Currently listed or quoted:

Reporting issuer:
SEDAR filer:

THE OFFERING
Securities offered:
Price per security:

Min/Max offering:

Minimum Subscription:

Payment terms:

Proposed closing date(s):

Income tax consequences:

Selling agent:

Resale restrictions:

Purchaser's rights:

<>> Providus

Providus Mortgage Investment Corporation

Offering Memorandum

April 21, 2017

Providus Mortgage Investment Corporation

100 - 1200 West 7314 Avenue, Vancouver, BC Canada V6P 6G5
Tel: (604) 662-8003

Fax: (604) 484-4448

Email: info@providus.ca

These securities do not trade on any exchange or market.
No
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Series 1 Class “A” Preferred Non-Voting Shares
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There is no minimum offering. You may be the only purchaser.

Funds available under the offering may not be sufficient to accomplish
the Company’s proposed objectives.

There is no minimum subscription amount an investor must invest.

The subscription price for securities purchased is payable in full on the
applicable closing of the offering. See Item 5.2, “Subscription Procedure”.

The board of directors will determine the closing date(s) as subscriptions
are received.

There are important tax consequences to these securities. See Item 6,
“Income Tax Consequences and RRSP Eligibility”.

None. A selling agent has not been appointed. Securities may be
distributed by any properly registered dealer or by the Issuer.

You will be restricted from selling your securities for an indefinite period.
See Item 10, “Resale Restrictions”.

You have 2 business days to cancel your agreement to purchase these
securities. If there is a misrepresentation in this offering memorandum,
you have the right to sue either for damages or to cancel the agreement.
See Item 11, “Purchaser’s Rights”.

No securities regulatory authority or regulator has assessed the merits of these securities or reviewed
this offering memorandum. Any representation to the contrary is an offence.

This is a risky investment. See Item 8, “Risk Factors”.



Item 1: Use of Available Funds

1.1 Funds

The funds that will be available to Providus Mortgage Investment Corporation (the
“Company”) from this offering, together with the funds that will be available from other

sources, are set out in the following table.

Description Assuming Min. Assuming Max.
Offering Offering

A. Amount to be raised by this offering $0 10,000,000

B. Selling commissions and fees (1) $0 500,000

C. Estimated offering costs (e.g. legal, $10,000 10,000
accounting, audit.)

D. Available funds: D=A-(B+() ($10,000) 9,490,000

E. Additional sources of funding available (2) $9,000,000 9,000,000

F. Working capital deficiency $0 0

G. Total: H=(D+E)-F $8,990,000 18,490,000

() Selling commissions and fees, when applicable, may comprise of referral fees to non-
registered “finders”, or of commissions and fees paid to registered dealers based on
their own fee schedules. Commissions and fees will not be applicable on shares
purchased directly from the Company. See Item 7, “Compensation Paid to Agents”.

(2) The Company has previously raised $8,750,000 in Preferred Shares in reliance on
certain prospectus and capital raising exemptions available under National Instrument
45-106 - Prospectus and Registration Exemptions and has additional working capital

available.

1.2 Use of Available Funds

Description of intended use of available funds listed

Assuming Min.

Assuming Max.

in order of priority() Offering Offering
Investment in mortgages in Western Canada(® $8,750,000 16,040,000
Working Capital $240,000 350,000
Total® $8,990,000 16,390,000

(1) All figures are projections based on twelve months of operations subsequent to the date

of this Offering Memorandum.

(2) Inclusive of mortgage balances currently outstanding. The remainder under “Maximum
Offering” assumes sufficient lending opportunities will be available. See Item 2.3,

“Development of Business” and Item 8, “Risk Factors”.

(3) Amounts for operating expenses, management fees, and dividend distributions are not
expected to be paid from the proceeds of this distribution. The Company is operational and
profitable, and such amounts are expected to continue to be paid out of current mortgage
income and working capital. Amounts for these items are expected to be approximately
proportional to amounts paid in the previous operating year. See Item 12, “Financial

Statements”.
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1.3 Reallocation

The Company intends to spend the available funds as stated. The Company will reallocate
funds only for sound business reasons.

Item 2: Business of Providus Mortgage Investment Corporation
2.1 Structure

The Company is a corporation incorporated on February 8, 2013 under the federal laws of
Canada to carry on business as a mortgage investment corporation within the meaning of
the Income Tax Act (Canada) by investing directly or indirectly in a portfolio of mortgages
and real estate secured financing transactions. The Company is registered with the British
Columbia Financial Institutions Commission (“FICOM”) under registration number
X300158.

2.2 Our Business
Overview

The Company is a “mortgage investment corporation” (“MIC”). Its business is to make
loans to developers of residential, commercial, and/or mixed used properties. These loans
will be secured by first and/or second mortgages, and may occasionally include third
mortgages, on real estate properties located in Western Canada with the Lower Mainland
of British Columbia being its main geographical focus.

The Company earns most of its income from the interest paid on these mortgages, and
some additional income from a portion of mortgage application, placement, discharge, and
other related fees paid by borrowers. To the extent that the Company’s funds are not
invested in loans from time to time, they will be held in cash deposited with a Canadian
chartered bank. The balance of its income may be earned from short term rental of
properties it may acquire from foreclosures under mortgages held by it and capital gains
when such properties are sold.

Taxation of a MIC

Under the Income Tax Act (Canada), a MIC is not taxed on its net income if such income is
distributed annually to its shareholders. Therefore, to qualify as a MIC and receive this
favourable treatment, the Company will distribute all of its net income to holders of its
Series 1 Class A Non-voting Preferred Shares (“Preferred Shares”) by way of dividends
within the time period specified in the Income Tax Act (Canada).

Dividends are paid quarterly, with an additional annual dividend paid after year-end to
distribute any remaining unpaid net profit. At the election of shareholders, dividends may
be paid in cash or in additional Preferred Shares. All dividends are subject to tax as
described in Item 6, “Income Tax Consequences and RRSP Eligibility”.
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Business Restrictions of a MIC

To qualify as a MIC the Company is also restricted by the Income Tax Act (Canada) to
carrying on the following activities:

A. its business must be passive and of an investment nature (therefore, the
Company cannot actively manage or develop residential or commercial real
estate properties); and

B. its only business can be the investment of funds.

Furthermore, the investments that the Company as a MIC can make are subject to the
following restrictions:

a) atleast 50% of the cost amount of all of its assets must consist of bank deposits or debts
secured on Canadian homes or housing projects;

b) no more than 25% of the cost amount of all of its assets can consist of ownership of, or
lease interests in, real estate unless acquired through foreclosure;

c) the Company cannot invest its funds in:

1. real estate located outside Canada or in leasehold interests in such real
estate;

2. debts of persons not resident in Canada unless the debt is secured by a
mortgage on real estate located within Canada;

3. shares of corporations not resident in Canada; and

d) its netleveraging (the ratio of the amount of its outstanding liabilities to the amount by
which the cost of its assets exceeds its liabilities) cannot exceed a 3:1 ratio unless more
than two-thirds of its investments are in residential mortgages and bank deposits, in
which case its net leveraging cannot exceed a 5:1 ratio.

Return on Investment

As a MIC, the Company distributes all of its net income to shareholders annually as
dividends. The dividends that shareholders receive are determined annually by its
directors as at its December 31st financial year-end. A distribution of dividends will only
occur in the event of positive net income, and cannot be guaranteed.

Time-weighted returns to investors since inception were:
9.88% (2016)

10.02% (2015)
9.11% (2014)
7.66% (2013) (annualized).
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The factors which affect the amount of such dividends are described in Item 8, “Risk
Factors”. Published rates of return are averages for all of its holders of Preferred Shares
(“Preferred Shareholders”) and may not reflect the return received by any one Preferred
Shareholder.

Management of Providus Mortgage Investment Corporation
The Manager

To provide for the management of its business the Company entered into an administration
and management services agreement (the “Management Agreement”) dated as of January
2, 2014 with Providus Management Limited (the “Manager”).

The Management Agreement

The Management Agreement has an indefinite term and continues without any further
action required by the Company or the Manager. The Management Agreement may be
terminated by either party on 90 days written notice, or immediately by either party if:

(i) the other party ceases to carry on business, becomes bankrupt or insolvent,
resolves to wind up or liquidate or if a receiver of any of the assets of the
other party is appointed;

(ii)  the other party commits any material breach of the provisions thereof and
has not remedied such breach within 30 days after written notice requiring
the same to be remedied; or

(iii)  the other party commits any material fraudulent act in the performance of
any of its obligations thereunder or any material deliberate
misrepresentation thereunder,

provided, however, that rights already accrued at the time of termination of the
Management Agreement shall not be affected by such termination.

Duties of the Manager

Under the Management Agreement, the Manager is to provide administrative and
management services to the Company, including:

(a) using reasonable efforts to arrange and direct financing and capital raising
activities for the Company as required, including the preparation of offering
documents and marketing materials and engaging sales agents;

(b)  liaising on behalf of the Company with dealers, institutions, and investors
regarding sales of securities of the Company and responding to shareholders’
enquiries;
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(c)

(d)

(e)

@)

)

(h)

()

()

(k)

M

selecting, retaining, supervising, removing, and conducting relations on
behalf of the Company with service providers engaged in the operations of
the Company, and any replacements, including without limitation,
accountants, lawyers, transfer agents, trustees, brokers, administrators, and
other service providers and professional advisers;

maintaining the books and financial records of the Company;

arranging for and directing the preparation and dissemination of reports and
other information required to be sent to shareholders, including periodic
shareholder statements, annual tax information, and all other
communications with shareholders as required from time to time, and all
documentation relating to, and arranging for, shareholders meetings, if any;

arranging for and directing the processing of the payment of interest and
distributions by the Company to their shareholders and the administration of
the Company’s dividend reinvestment plans;

arranging for and directing registrar and transfer agent services for the
Company, including without limitation, the processing and registration of
subscriptions for, and transfers and redemptions of, Preferred Shares, the
maintenance of the shareholders registers and direct registration system,
and transaction reporting as required;

coordinating and directing the preparation of financial statements and other
disclosure and reporting documents and regulatory filings;

administering the day-to-day affairs of the Company and providing, or
arranging for, all necessary personnel, office facilities, telephone, fax and
other communication services, office supplies, banking, custodian and
bookkeeping, and internal accounting and audit services, including
preparation of tax returns, annual returns, corporate and regulatory filings,
and other usual and ordinary office services;

if advisable, acting on behalf of the Company as its nominee or agent in
connection with the services contemplated herein, including the execution of
agreements or other instruments in writing for or on behalf of the Company;

performing such other services or acts as shall be reasonably necessary or
ancillary to the matters set out above or as the Company may from time to
time reasonably request;

referring potential investment opportunities that are applicable to a MIC to
the Company; and

assisting the Company with all due diligence matters and helping to
coordinate and attend to all other matters to facilitate the closing of each
loan transaction.
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Compensation of the Manager

The Management Agreement provides that the Manager will be paid a management fee (the
“Management Fee”) for its administrative and management services of an amount equal to
1/12 of 2% of the weighted average of the outstanding balances of all mortgage loans as at
the end of each month.

The Manager is also entitled to a bonus if the annual returns to Preferred Shareholders
exceed 8% on a weighted average basis. The bonus is paid annually, and is calculated as
1/4 of the amount by which weighted average annual returns exceed 8%, and an additional
1/12 of the amount by which weighted average annual returns exceed 10%.

All fees are subject to applicable taxes.

Expenses

The Management Agreement stipulates that the Company shall be responsible for all
expenses incurred in respect of the carrying on of its business. Without limiting the

generality of the foregoing, such expenses may consist of:

(a) commissions and brokerage fees on the purchase and sale of eligible
investments;

(b)  taxes of all kinds to which the Company is or might be subject;
(c) interest expense;

(d)  legal, audit, registrar, and transfer agent fees;

(e) insurance, custody, and safekeeping charges;

() operating and administrative fees, costs, and expenses;

(g) expenses relating to the issue, redesignation, and redemption of Preferred
Shares, including dealer compensation programmes and any advertising,
marketing, sponsorship, and promotional costs and expenses (other than
deferred sales charges, which are the responsibility of Shareholders);

(h)  costs and expenses of all financial statements and reports to Shareholders,
the provision of information to Shareholders, the holding of meetings of
Shareholders, all Disclosure Documents, all amendments to or renewals
thereof, and all other documents as may be required to comply with
Securities Legislation or other applicable laws, regulations, and policies, or as
may be deemed beneficial to Shareholders by the Manager;
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(i) fees and expenses payable to independent directors of the Manager or any
other advisory body appointed by the Company or the Manager as
compensation for considering matters relating to the Company; and

() any regulatory fees and expenses payable by the Manager in connection with
it acting as Administrator of the Company.

Where the Manager may, from time-to-time, incur expenses in the operation of the
business of the Company that are the responsibility of the Company, the Manager is
entitled to recovery of such expenses and the Company will reimburse the Manager.

Investment Strategy

The Company’s investment strategy is specifically intended to qualify for the special tax
treatment afforded to MICs under the Income Tax Act (Canada). For this reason, the
majority of its funds are invested in residential mortgage loans. In particular, the Company
will focus on short to intermediate loans (typically 12 to 36 months) to assist developers in
constructing residential and/or mixed-use development projects. These loans may include
first and/or second mortgages which will normally comprise 75-100% of the Company’s
loan portfolio. In addition, the Company may invest up to 25% of its assets in short-term
(typically 6 months to 24 months) land loans, bridge loans, third mortgages, and
commercial developments.

No funds are ever loaned to one of its principals or officers. The Company endeavours to
ensure that the types of mortgage loans the Company has invested in, and will continue to
invest in, are consistent with the criteria for a MIC under the Income Tax Act (Canada). By
adhering to these Income Tax Act (Canada) criteria, the Company should be accorded the
'flow through' tax treatment given to MICs which results in no tax obligations arising in
respect of its net income, all of which is distributed in the form of dividends to its Preferred
Shareholders.

See Item 6, “Income Tax Consequences and RRSP Eligibility”.
Competitive Environment

In an environment of low yields for traditional fixed income investments, MICs have been
attracting more capital in search of enhanced returns. This inflow has led to an increase in
the overall number of MICs, more capital competing for the same number of mortgage
opportunities, and general downward pressure on interest rates for available loans.

The Company uses its competitive advantages to address these challenges:

e We use our many business relationships, such as with mortgage brokers and
property developers, that have been developed over many years to find and attract
appropriate lending opportunities. Our relationships give us access to many
opportunities that are not generally available to other MICs.

e Our experience in the industry gives us a flexible approach in formatting innovative
loan structures to create win-win scenarios that many other firms have not
generally been able to replicate.
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e Our size enables us to react very quickly to opportunities and threats facing our
business. We do not have layers of bureaucracy, and we can complete a thorough
analysis of each opportunity in a time frame that gives us a ‘first mover’ advantage.

e We approach each loan with a risk-reducing approach. We work with borrowers to
ensure that each loan proposal provides all parties with a beneficial exit strategy,
even in worst-case scenarios.

e Importantly, we review each opportunity with a strict diligence process to ensure
we are receiving appropriate risk-adjusted returns. We would rather turn down a
proposal than loan funds at a lower rate than is justified by the risk of a particular
opportunity.

2.3 Development of Business

The Company was incorporated on February 8, 2013 to raise capital to invest in mortgages
to be made to developers and other qualified borrowers within the framework of the
Company’s Investment Strategy.

In three years of operations, the Company has issued a total of eight mortgages and has
discharged one. Total assets at the end of 2015 stood at $6,300,000 (2014: $4,700,000).
Total assets as at the date of this Offering Memorandum are $4,654,000, with the reduction
in assets attributable to the repayment and partial repayment of mortgages outstanding.

The Company has been profitable in each year.

Portfolio Composition

The company’s current mortgage portfolio consists of 3 mortgages with a total value of
$8,716,000, including accrued interest. The following tables describe the portfolio
composition.

a) Composition by Priority:

First Mortgages: 7%
Second Mortgages: 93%

b) Composition by Loan-to-Value (LTV) Ratio:

All mortgages had a LTV ratio of less than 80% at the time of commitment, exclusive
of additional security (if any), based on an “as-is” valuation. The current
composition, by mortgage value, is:

$ 612,000  <65%LTV
$  (ml) 65-75
$8,104,000 75 - 85

The entire portfolio has a weighted average LTV ratio of 76%.
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No loans are considered by management to be impaired.

c) Composition by Geographic Area:

Lower Mainland: 93%
Sunshine Coast: 7%
Mortgage in Default

One mortgage, with principal and interest outstanding in the amount of $612,000, is
currently in default. The principal amount has been paid down from $1,340,000 as a result
of foreclosure actions initiated by other lenders, and the Company has collected all interest
due up to May 21, 2016, with interest accruing from that time to present.

The company believes that its security is sufficient to recover all amounts owing. The
Company has a first mortgage on the lands and buildings of the borrower, and personal and
corporate guarantees by the borrower. The real properties recently attracted purchase
offers in the $1,700,000 - 2,100,000 range and it is the opinion of the Company that upon
the eventual disposition of these properties there will be sufficient proceeds to repay all
principal and interest amounts owing to the Company.

See also Item 2.7, “Material Agreements”.

2.4 Long Term Objectives
The Company’s long term objectives are:

e to maintain a diversified investment portfolio of first and second mortgages and
other investment permitted by the Income Tax Act (Canada) for a MIC;

e to provide Preferred Shareholders with sustainable income while preserving capital
for distribution and/or re-investment;

e to continue the development of its business and take a measured approach to
increase the capital base invested in the Company to have $20 million under
management by the year 2020. The cost to achieve this objective will be the costs
associated with the preparation and filing of this Offering Memorandum, including
professional fees and compensation paid to sellers and finders where applicable,
together with the expenses set out in Item 1.2, “Use of Available Funds”; and

e to ensure that such capital growth occurs at a measured rate that will enable the
Company to source and invest in prudent mortgage loans, in order to maximize its
Preferred Shareholders’ capital rate of return while minimizing risk. There cannot
be any assurance, however, of the actual rate of future returns.
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2.5 Short Term Objectives and How the Company Intends to Achieve Them

The Company’s business objective for the next 12 months is to complete this offering and
to invest most of the available funds from this offering in mortgage loans in British
Columbia, Alberta or such other provinces as the Company may determine as described in
Item 2.2, “Our Business - Investment Strategy” above.

What we must do and how do we do it Target Our cost to
completion date | complete
or, if not known,
number of
months to
complete

To provide Preferred Shareholders with sustainable Ongoing. N/A D
income while preserving capital for distribution
and/or re-investment. The Company will seek to
achieve this investment objective by investing in
mortgage loans. The Company’s income will primarily
consist of interest received on the mortgage loans,
less the amount payable to the Manager in
consideration of the services provided under the
Management Agreement and net of any
administration service fees payable to the Company’s
employees, if any, its officers or financial agents, if
any, who sell Preferred Shares.

(1) The Company is currently engaged in this activity. Funds raised from this offering will
be used to increase the scale of the business, and the costs associated with the increase will
be approximately proportional to current costs. See Item 12, “Financial Statements”.

2.6 Insufficient Funds

Not applicable. The company already has operating funds and has mortgages outstanding.
2.7 Material Agreements

The Company currently is a party to the following material contracts:

(a) Management Agreement between the Company and the Manager dated January 2,
2014 (see Item 2.2, “Our Business - Management of Providus Mortgage Investment
Corporation”);

(b) Transfer Agent, Registrar and Dividend Disbursing Agent Agreement with

Computershare Investor Services, Inc. (“Computershare”) dated April 8, 2013,
whereby Computershare provides investor services for the Company;
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(c) Subscription Agreements between each subscriber for Preferred Shares and the
Company, pursuant to which the subscriber will agree to subscribe for Preferred
Shares on the terms and conditions described in this Offering;

(d) various mortgages as negotiated with borrowers in accordance with our investment
strategy, lending criteria, and the business restrictions of a MIC, as described in
Items 2.2, “Our Business” and 2.3, “Development of Business”.

Item 3: Interests of Directors, Management, Promoters and Principal Holders

3.1 Compensation and Securities Held

The following table discloses the compensation paid to, and securities held by each of the
Company’s directors and officers and each person who, directly or indirectly, beneficially
owns or controls more than 10% of its voting securities (a “Principal Holder”).

Name and Positions held Compensation Number, type Number, type
municipality of | and the paid by us and percentage | and percentage
principal date of in the most of securities of | of securities of
residence obtaining that recently the issuer held | the issuer held
position completed after after
financial year completion completion
(and the of minimum of maximum
compensation offering offering
anticipated to
be paid in
the current
financial year)
Clement Chung | Director, Nil 25 Common 25 Common
Vancouver, BC President, and (see note (1) Shares (25%) Shares (25%)
Principal Holder | below)
February 8,
2013
Emily Ho Principal Nil 25 Common 25 Common
Vancouver, BC Holder, Shares (25%) Shares (25%)
October 15,
2013
Eva Lee Director, Nil 16 Common 16 Common
Richmond, BC Principal Holder Shares (16%), Shares (16%),

December 23,
2013

64,256 Series 1
Class A
Preferred
Shares (0.7%)

64,256 Series 1
Class A
Preferred

Shares (0.4%)
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Michael Sorba
Vancouver, BC

Director and
Principal Holder
February 8,
2013

Secretary
January 31,
2014

Nil

25 Common
Shares (25%),
90,000 Series 1
Class A
Preferred
Shares (1.0%)

25 Common
Shares (25%),
90,000 Series 1
Class A
Preferred
Shares (0.5%)

(1) Mr. Chung is paid a salary of $150,000 (2016 - $150,000) by the Manager for duties
performed for the Company as described in Item 2.2, “Our Business - Management of

Providus Mortgage Investment Corporation”.

3.2 Management Experience

The following table discloses the principal occupations of its directors and executive
officers over the past five years and their relevant experience in businesses similar to the

Company’s.

Name

Principal occupations and related experience

Clement Chung

Director and President of the Company since its inception.
Designated Individual for the Company as per FICOM registration
rules. Licensed submortgage broker specifically for the Company.
Over 15 years of mortgage underwriting experience and over 25
years of experience in real estate investment, development, and
management with the last 15 years being in British Columbia,
Alberta, Washington and California.

Eva Lee

Director of the Company. A Chartered Accountant with 30 years of
experience in accounting, auditing, tax and forensic accounting.
Also a member of the Association of Certified Fraud Examiners and
the Hong Kong Institute of Certified Public Accountants.

Michael Sorba

Director and Secretary of the Company. A Chartered Financial
Analyst and a registered Portfolio Manager with over 20 years of
experience in the investment industry, including over 10 years in
the area of investment fund development and management.

3.3 Penalties, Sanctions and Bankruptcy

None of its directors, executive officers or control persons or issuers of which they were a
director, executive officer or control person at the time, has been at any time during the last

10 years:

(a) subject to any penalty or sanction ;

(b) subject to any cease trading order in effect for more than 30 consecutive
days; or,
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(c) subject of any declaration of bankruptcy, voluntary assignment in

3.4 Loans

bankruptcy, proposal under any bankruptcy or insolvency legislation,
proceedings, arrangement or compromise with creditors or appointment of a
receiver, receiver manager or trustee to hold assets.

The Company is not indebted to any of its directors, management, promoters and principal
holders, nor are any of them indebted to us.

Item 4: Capital Structure

4.1 Share Capital

The Company’s share capital is set out in the following table:

Description | Number Price per | Number Number Number
of authorized security | outstanding outstanding outstanding
security to as at after min. after max.
be issued the date of offering offering
this
Offering
Memorandum
Voting Unlimited $1.00 100 100 100
Common
Class A Unlimited N/A. 0 0 0
Preferred
Series 1 Unlimited $1.00 8,748,510 8,748,510 18,748,510
Class A
Preferred
Non-Voting
Class B Unlimited N/A. 0 0 0
Preferred
Class C Unlimited N/A. 0 0 0
Preferred
Class D Unlimited N/A. 0 0 0
Preferred
4.2 Long Term Debt

The Company has no long-term debt other than Preferred Shares as outlined in Item 4.1,
“Share Capital”, which are itemized as a liability in the Company’s financial statements.
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4.3 Prior Sales

Within the last 12 months, the Company has issued the following Preferred Shares:

Date of issuance Type of security Number of | Price per Total funds
issued securities security received
issued

April 1, 2016 to Preferred Shares, | 247,487 $1.00 $247,487
June 30, 2016 Series 1, Class A

July 1, 2016 to Preferred Shares, | 107,644 $1.00 $107,644
September 2016 Series 1, Class A

October 1,2016 to | Preferred Shares, | 3,747,183 | $1.00 $3,747,183
December 31,2016 | Series 1, Class A

January 1,2017 to Preferred Shares, | 138,330 $1.00 $138,330

April 14, 2017

Series 1, Class A

Item 5 - Securities Offered

5.1 Terms of Securities

The securities being offered for sale by this Offering Memorandum are Series 1, Class A
Non-voting Preferred shares.

All shares issued to date are, and those issued pursuant to this Offering Memorandum shall
be, fully paid and non-assessable.

Voting

The Company’s Preferred Shares do not have any right to vote except in respect of any

amendment to their special rights and privileges or as required by law.

Conversion

Neither voting Common shares (“Common Shares”) nor Preferred Shares are convertible
into any other form of share or security.

Dividends

Holders of Preferred Shares are entitled to receive pari passu and rateably according to the
length of time since allotment as declared in the discretion of the directors of the Company,
all of the profits of the Company available for the payment of dividends. Any dividends
declared on the Preferred Shares shall be rateably adjusted for the period of time since the
date of the last dividend of the Company and, on any Preferred Shares issued or allotted

since that date, the period of time since the date of issue or allotment.
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Subject to the discretion of the directors, the Company intends to declare a quarterly
dividend to the Preferred Shareholders in an amount equal to between 1.5% and 2.5% of
the price of the Preferred Shares, and to declare an annual dividend to the Preferred
Shareholders of record in an amount equal to the difference between the profits of the
Company (after payment of the Management Fee, operating expenses and the
Seller/Finder’s fee as described in Item 7, “Compensation Paid to Agents”) less the amount
paid to the Preferred Shareholders by way of quarterly dividends.

The payment of dividends may be made by the issuance of further Preferred Shares or by
way of cash, as decided by the Preferred Shareholder.

Common Shares are not entitled to dividends.
Dividend Reinvestment Plan

The Company has a dividend reinvestment plan (the “DRIP”) entitling Preferred
Shareholders to reinvest all cash distributions made by the Company into additional
Preferred Shares of the Company. Pursuant to the DRIP, the Company may issue Preferred
Shares under a dividend reinvestment at the Issue Price.

Participation in the DRIP is open to Preferred Shareholders, other than those who are
resident, or present, in the United States. If a participant in the DRIP plan is not resident in
Canada, then participation in the DRIP will be subject to applicable withholding tax. No
brokerage commissions will be payable in connection with the purchase of Preferred
Shares under the DRIP and all administrative costs will be borne by the Company.

Liquidation Entitlement

If the Company is liquidated, dissolved or wound-up, the proceeds after payment of all
expenses and outstanding indebtedness will be paid to the Preferred Shareholders in
proportion to (and up to) the amount paid to the Company for their Preferred Shares. If any
net proceeds remain, then the holders of its Common Shares will share in the remaining
proceeds in proportion (and up to) the amount paid for their Common Shares. Finally, if
any net proceeds remain, the holders of the Common Shares and Preferred Shares shall
equally split such remaining proceeds in proportion to the number of shares (Common or
Preferred) held. Since the Company pays out all of its net profits each year it is possible that
on a liquidation, dissolution, or winding-up its shareholders may not be paid the full
amount paid for their shares.

Transferability

The Company’s shares (both Common Shares and Preferred Shares) are subject to
restrictions on transfer:

(a) as contained in the Company’s Articles to comply with the provisions of the Income
Tax Act (Canada) respecting MICs; and

(b) as imposed by applicable securities legislation (see Item 10, “Resale Restrictions”).
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The Income Tax Act (Canada) requires that a MIC may not have fewer than 20 shareholders
and that no one shareholder, together with their spouse, children under the age of 18, and
companies controlled by any of them, may hold more than 25% of any class of a MIC’s
issued shares. Accordingly, the Company’s by-laws also prohibit any transfer of shares if
such transfer would result in the Company having fewer than 20 shareholders or in any
one shareholder, together with their spouse, children under the age of 18 and companies
controlled by any of them, holding more than 25% of any class of its issued shares.

Retraction Rights

Subject to the provisions of applicable laws, the Company may elect to retract the whole or
any part of the Preferred Shares outstanding either by invitation for tenders addressed to
all the Preferred Shareholders or by private contract at the lowest price at which the
Directors feel the Preferred Shares are obtainable. If upon any invitation for tenders the
Company receives tenders at the same lowest price for which the Company is willing to pay
for an aggregate number of Preferred Shares greater than the number for which the
Company is prepared to accept tenders, the Preferred Shares so tendered will be purchased
as nearly as may be, pro rata, according to the number of Preferred Shares so tendered by
each of the Preferred Shareholders who submitted tenders at the same lowest price.

On the date specified for redemption, the Company will pay to the Preferred Shareholders
required to be redeemed the redemption price and all unpaid dividends upon presentation
and surrender at the designated place of redemption of the share certificates issued by the
Company for such Preferred Shares. If a part only of the Preferred Shares represented by
any share certificate is redeemed, a new share certificate for the balance will be issued at
the expense of the Company.

Redemption Rights

Subject to applicable laws and the other restrictions described below, holders of Preferred
Shares may request that the Company redeem the whole or any part of the Preferred
Shares held by such Preferred Shareholder.

The right to request a redemption of Preferred Shares is subject to the following
restrictions:

(a) Redemption of Shares will not be permitted until the date that is 18 months from
the date of issue of the Shares (the “Eligibility Date”).

(b) The Company will hold “Liquidity Events” on April 30 and October 31 (or the next
business day thereafter) of each year. Preferred Shareholders may, with a minimum
of 60 days prior written notice, request that the Company redeem some or all of the
Preferred Shares of that Shareholder on the date of the Liquidity Event. Preferred
Shareholders may participate in one Liquidity Event per calendar year.

(c) Preferred Shareholders who purchase Shares through an agent or as part of an
arrangement where a commission, finder’s fee, or other such fee is paid by the
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Company will be subject to an early redemption fee payable to the Company,
calculated as follows:
e 5% of the redemption price, where the redemption is requested within one
year following the Eligibility Date.
¢ 3% of the redemption price, where the redemption is requested within two
years following the Eligibility Date.
¢ 1% of the redemption price, where the redemption is requested within three
years following the Eligibility Date.
e Nil, where the redemption is requested three years or more from the
Eligibility Date.

The Company reserves the right to waive early redemption fees in exceptional
circumstances at its sole discretion, including in connection with the redemption of
Shares purchased to provide short-term funding for the Company.

(d) Any Preferred Shareholder requesting a redemption at a time that is not a regular
Liquidity Event will be subject to an additional 2% redemption fee.

(e) The Company reserves the right, in its sole discretion, to decline, modify or defer
redemption requests to the extent necessary or advisable to ensure that the
Company has sufficient cash resources or liquid assets to meet its financial
commitments or requirements.

(f) The Company will not accept a redemption request if such redemption would result
in the loss of the Company’s status as a “mortgage investment corporation” under
the Income Tax Act (Canada) or jeopardize the ability of the Company to maintain
reasonable profitability in its portfolio of mortgages. The Income Tax Act (Canada)
does not permit the Company to make any payment to purchase or redeem any
Preferred Shares issued by it if there are reasonable grounds for believing that the
Company is, or would be after payment, insolvent.

The Company will not accept a redemption request if such redemption would be
g y
prohibited under applicable corporate legislation or otherwise under applicable
laws.

5.2 Subscription Procedure

If you wish to subscribe for the Company’s Preferred Shares, please complete and sign a
subscription agreement, and all schedules thereto, in the form accompanying this Offering
Memorandum and return the subscription agreement to us together with a certified
cheque, bank draft or money order payable to “Providus Mortgage Investment
Corporation” for the number of Preferred Shares you wish to purchase.

All subscription funds will be held by us (as required by law) for a period of at least two
business days after the closing of the offering of the Preferred Shares to which such
subscription funds relate. Closing will occur as determined by the Company’s directors, and
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a Direct Registration System (“DRS”) advice will be sent by mail by our transfer agent
following closing.

There are no conditions to any closing occurring, however, the Company reserves the right
to not accept any or all subscription funds received, in which case the Company will return
the applicable subscription agreement(s) and funds, without interest or deduction.

Item 6 - Income Tax Consequences and RRSP Eligibility
6.1 Caution

You should consult your own professional advisers to obtain advice on the tax
consequences that apply to you.

6.2 Description of Income Tax Consequences

The Manager has advised the Company (without the intention of giving tax advice to any
investors) that so long as the Company is qualified as a MIC under the Income Tax Act
(Canada) throughout the year, and if the Company pays out its net income for the year in
dividends during the year or within 90 days after the end of the year, the Company may
deduct the dividends from the Company’s pre-tax income as if they were expenses, and the
dividends are taxable in the hands of the shareholders as if they were interest payable on a
bond issued by the Company. Accordingly, it is anticipated that for each taxation year of
the Company throughout which it qualifies as a “mortgage investment corporation” under
the Income Tax Act (Canada), the Company will receive “flow-through” treatment and will
not be required to pay income taxes on the net earnings from which dividends are paid in
each year. Income in excess of the allowable deductible reserves under the Income Tax Act
(Canada) which is not distributed to shareholders within 90 days of each of the Company’s
year ends will be subject to ordinary corporate tax under the Income Tax Act (Canada).

6.3 Eligibility for RRSPs and Other Plans

The Preferred Shares are qualified investments for a trust governed by a Registered
Retirement Savings Plan (“RRSP”), Registered Retirement Income Fund (RRIF), Deferred
Profit Share Plan (DPSP), Registered Education Savings Plan (RESP) or Tax Free Savings
Account (TFSA) (each, a “Registered Plan”) so long as the Company qualifies as a MIC under
the Income Tax Act (Canada) at December 31, 2013 and at all times thereafter, and if the
Company does not hold as part of its property any indebtedness, whether by way of
mortgage or otherwise, of a person who is an annuitant under the particular plan or of any
other person who does not deal at arm's length with that person. If the Preferred Shares
cease to be a qualified investment for a Registered Plan, the Registered Plan will be subject
to a penalty tax.

Notwithstanding that the Preferred Shares may be qualified investments for a trust
governed by an RRSP, RRIF or TFSA, the annuitant of an RRSP or RRIF, or the holder of a
TFSA, will be subject to a penalty tax if such securities are a “prohibited investment” for the
RRSP, RRIF or TFSA. The Preferred Shares will generally be a “prohibited investment” if the
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annuitant of an RRSP or RRIF, or the holder of a TFSA, does not deal at arm’s length with
the Company for purposes of the Income Tax Act (Canada) or the annuitant of an RRSP or
RRIF, or the holder of the TFSA, has a “significant interest” (within the meaning of the
Income Tax Act (Canada)) in the Company or a corporation, partnership or trust with which
the Company does not deal at arm’s length for purposes of the Income Tax Act (Canada). A
“significant interest” in a corporation generally means ownership of 10% or more of the
issued shares of any class of the capital stock of the corporation (or of any related
corporation), either alone or together with persons with which the shareholder does not
deal at arm’s length for purposes of the Income Tax Act (Canada).

Not all securities are eligible for investment in a Registered Plan. You should consult your
own professional advisors to obtain advice on the eligibility of these securities.

Item 7 - Compensation Paid to Agents

There is no appointed selling agent, and no agent fees or compensation arrangements have
been negotiated to date. The Company may pay compensation to an agent who acts as a
seller of its Preferred Shares or finder for an investor who wishes to purchase its Preferred
Shares.

The compensation payable, where applicable, to a finder will be a negotiated percentage of
the gross purchase price of the Preferred Shares subscribed for by an investor who has
purchased their Preferred Shares as a result of a referral by a finder.

The Company may also distribute its shares through registered dealers and pay fees to
dealers that cover their compliance, diligence, and selling costs according to their
published schedules and as may be negotiated between the Company and the dealer.
No compensation will be paid in respect of shares issued directly by the Company.

The Company anticipates that approximately 1/3 of the total amount of this offering will be
distributed through each of the three channels. If the maximum number of Preferred
Shares (10,000,000) are distributed, the total compensation is anticipated to be a
maximum of $500,000.

Item 8 - Risk Factors
Nature of a Mortgage Investment Company

When you invest in a MIC you do so by buying its shares. The MIC then invests the money
raised from you and other investors in mortgages that are professionally managed by the
MIC.

As a result, when you buy shares of a MIC you are indirectly buying an interest in the
underlying mortgages. The value and performance of your investment is determined by the
performance of the underlying mortgages. You and other investors in the MIC share in any
gains or losses generated by the MIC from these mortgages.
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In very general terms (see Item 5.1, “Terms of Securities”), you can sell your Preferred
Shares back to the MIC (in other words, the MIC will redeem your shares) in order to take
your money out of the MIC. When you sell your Preferred Shares back to the MIC, the value
of your original investment may have increased or decreased.

How risk is related to return

Generally, there is a strong relationship between the amount of risk associated with a
particular investment, and that investment’s long-term potential to increase in value
and/or to create income.

Investments that have a lower risk also tend to have lower returns because factors that can
affect the value of the investment, the risks, are well known or are well controlled and have
already been factored into the price of the investment. On the other hand, investments that
could have potentially higher returns if conditions for success are favourable also risk
generating equally higher losses if conditions become unfavourable. This is because the
factors affecting the value of such investments are unknown or difficult to control.

What are the risks of investing in MICs?

Like any investment, there are risks associated with investing in MICs. Mortgages are
subject to uncertainties such as costs of operation, financing, and fluctuating demand for
real estate. The following is an overview of some of the specific risks that may apply to the
investment in MICs:

. Your Investment is Not Guaranteed: Unlike guaranteed investment certificates
(GICs) or money you have deposited in a bank account, your investment in a MIC is
not guaranteed by the Canada Deposit Insurance Corporation, by any other
government insurer, or by the Company.

. Your Investment May Fluctuate in Value: The value of a MIC’s underlying

investments changes from day to day, which in turn affects the value of the MIC.
Some of the factors that can affect the value of a MIC’s investments include:

(i) current economic conditions;

(ii) changes in interest rates;

(iii) undistributed income and expenses;

(iv) events in financial markets; and

(v) financial conditions of the borrowers to which the MIC has advanced

funds.

As a result of the changing value of the underlying mortgages, the value of your
investment in a MIC can go up or down over time, and there is no guarantee that
when you sell or redeem your Preferred Shares in the MIC they will be worth the
price you paid for them.

Providus Mortgage Investment Corporation Page 21



. Fluctuations in the Real Estate Market: The primary security component of a MIC is
the underlying value of the real estate granted as mortgage security to a MIC by
borrowers. The fair market value of real estate fluctuates from time to time.

. Your Investment may be Subject to Changes in Interest Rates: The Company’s
financing, if any, may from time to time include indebtedness with interest rates
which may fluctuate over time and which may result in fluctuations in the
Company’s cost of borrowing.

. Borrowers may become a Bad Credit Risk: Due to unforeseen circumstances, a
borrower’s credit-worthiness may deteriorate. The risk is that they may not be able,
or may refuse, to repay the loan when it becomes due. While the Company believes
its lending policy is conservative and minimal losses are anticipated, if a loss does
occur it will be spread over all of its capital. Such losses could amount to a reduction
in the anticipated return, or, in the worst circumstances could result in an investor
losing part or all of their investment.

. The Company May be Unable to Redeem Your Preferred Shares: Retraction and
redemption of shares is subject to the Company having access to sufficient cash or
liquid assets and being in compliance with the Canada Business Corporations Act
and is also subject to the terms of this Offering Memorandum, as determined solely
by the Company. Under certain circumstances, the Company may suspend your right
to redeem your Preferred Shares, for example, if the redemption would render the
Company insolvent or if it would cause the Company not to meet the requirements
for a MIC under the Income Tax Act (Canada).

. Its Shares are Subject to Restrictions on Resale: There is no market for the Preferred
Shares, the Preferred Shares are not traded on any stock exchange and they may not
be resold by Preferred Shareholders to third parties. Therefore, you cannot liquidate
your investment through selling your Preferred Shares. See item 10 “Resale
Restrictions”.

. Short Operating History: The Company has been incorporated for the business
purpose outlined in this Offering Memorandum and has a short operating history.
The Company’s operations are subject to all the risks inherent in the operation of a
young business enterprise. The Company cannot guarantee that its investment
strategy or development of the Company’s business will be successful.

. The Loss of its Key Staff could Adversely Affect Its Business: The Company relies
solely on its Manager and its key employees to review suitable investments. The loss
of its Manager and/or its key employees would require the Company to retain
another manager to perform such services at a possibly higher cost and with less
successful investments than its current Manager. This may have a material adverse
effect on the rate of return obtained on its capital and, therefore, on the value of
your investment in its Preferred Shares. Additionally, the President of the Company
is the Designated Individual for FICOM. The loss of the President would require the
Company to hire or retain another qualified mortgage broker, possibly at a higher
cost, to perform the same services.
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. A Change in Tax Legislation could Adversely Affect Its Business: The Company has
been created to comply with the MIC requirements of the Income Tax Act (Canada).
Its Preferred Shares may have the benefits afforded by Registered Plans such as
RRSPs, RRIFs, TFSAs and RESPs. While it is not anticipated the Income Tax Act
(Canada) as it pertains to such registered-funds will change, there is always the
possibility that it could be altered so that the Preferred Shares would no longer be
eligible investments for such funds. Such changes could have an adverse effect on
your investment.

The Company intends its business to be operated so that it complies at all times with
the current requirements for MICs under the Income Tax Act (Canada). Failure to
meet such requirements could have a material adverse effect on its financial
performance. The provisions of the Income Tax Act (Canada) could be changed so
that its profits could be taxable in its, rather than your, hands. This could affect the
value of your investment.

. Risk of Dealing with Trustees: The Company will deal with the trustees of
Registered Plans as necessary but will not undertake any responsibility for the
administration of any self-directed registered funds by trustees. The trust company
of your registered fund may impose conditions upon the Company with which the
Company is unable or unwilling to comply. As a result, your trustee may refuse to
allow your Preferred Shares to be an eligible investment for your Registered Fund.

. Estimates and Assumptions: Preparation of its financial statements requires the
Company to use estimates and assumptions. Accounting for estimates requires the
Company to use its judgement to determine the amount to be recorded on its
financial statements in connection with these estimates. If the estimates and
assumptions are inaccurate, the Company could be required to write down its
recorded values. On an ongoing basis, the Company re-evaluates its estimates and
assumptions. However, the actual amounts could differ from those based on
estimates and assumptions.

. Competition: The earnings of the Company depend on the Company’s ability, with
the assistance of the Manager, to locate suitable opportunities for investments and
re-investments of the Company’s funds and on the yields available from time to time
on mortgages and other investments. The investment industry in which the
Company operates is highly competitive. Competition may restrict the Company’s
share of the market and available investment opportunities, reduce interest rates
and other rates of return, and may reduce profit margin.

Item 9 - Reporting Obligations

9.1 Continuous Reporting Documents

The Canada Business Corporations Act governs how the Company conducts its corporate
affairs (as opposed to its business affairs).
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The Company is not a public company under the Canada Business Corporations Act, nor is it
areporting issuer in any jurisdiction in Canada. The Company is not required to send you
any documents on an annual or ongoing basis. However, as a Preferred Shareholder of the
Company, an investor will receive or be given access to annual audited financial statements
in accordance with the Canada Business Corporations Act.

The financial statements must be sent to its holders of Common Shares in connection with
its annual general meeting of holders of Common Shares held each year. All shareholders
are welcome to view the financial statements on request.

From time to time, the Company may send out on its own accord, or in response to a
request from one or more shareholders, further information to all shareholders such as a
reporting letter and interim financial statements.

Note: We are not required to send you any documents on an annual or on-going basis
9.2 Access to Information about Us

Since the Preferred Shares are not publicly traded, no corporate or securities information is
available from a stock exchange or quotation and trade reporting system. Corporate
information about the Company’s incorporation, amendments to its constating documents,
directors, officers, annual corporate filings and other corporate information can be
obtained from Industry Canada through their website at http://www.ic.gc.ca. Certain
information about the Company and its share issuances can be found at the British
Columbia Securities Commission E-Services website at http://www.bcsc.bc.ca/EServices.

Item 10 - Resale Restrictions
10.1 Overview

The Preferred Shares will be subject to a number of resale restrictions, including a
restriction on trading. Until the restriction on trading expires, you will not be able to trade
the securities unless you comply with an exemption from the prospectus and registration
requirements under applicable securities legislation.

10.2 Description of Restricted Period

Unless permitted under securities legislation, you cannot trade the Preferred Shares before
the date that is four months and a day after the date the Company becomes a reporting
issuer in any province or territory of Canada. Currently the Company does not have any
intention to become a reporting issuer in any Canadian province or territory or a SEDAR
(the System for Electronic Document Analysis and Retrieval established by the Canadian
Securities Administrators for reporting (public) companies in Canada) filer.
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Item 11 - Purchasers’ Rights

If you purchase these securities you will have certain rights, some of which are described
below. For information about your rights you should consult a lawyer.

1. Two Day Cancellation Right

You can cancel your agreement to purchase these securities. To do so, you must send a
notice to us by midnight on the second business day after you sign the agreement to buy
the securities.

2. Statutory Rights of Action in the Event of a Misrepresentation

If there is a misrepresentation in this Offering Memorandum, you have a statutory right to
sue:
(a) the Company to cancel your agreement to buy these securities, or
(b) for damages against the Company and its directors as at the date of this Offering
Memorandum and every signatory to this Offering Memorandum.

This statutory right to sue is available to you whether or not you relied on the
misrepresentation. However, there are various defences available to the persons or
companies that you have a right to sue. In particular, they have a defence if you knew of
the misrepresentation when you purchased the securities.

If you intend to rely on the rights described in paragraphs (a) or (b) above, you must do so
within strict time limitations. You must commence your action to cancel the agreement
within 180 days after the issuance to you of the Preferred Shares. You must commence
your action for damages within the earlier of 180 days after learning of the
misrepresentation and three years after the issuance to you of the Preferred Shares.

Item 12 - Financial Statements

Following are our audited financial statements for the financial year completed December
31, 2016.
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Providus Mortgage Investment Corporation

Financial Statements
December 31, 2006
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Independent Auditors’ Report

To the Shareholders of Providus Mortgage: Investment Corporation:

W have audited the accompanyin ﬁhﬂdmdﬁmm;@emmmmmmmemmﬁ
financial position a5 at December 31, 2018, and the statements of income and other comprehensive income, changes in equity and cash
flowes for the year then ended, and a surnmary of significant accouniing policies and other explanatory information.

Management’s Responsibiity for the Fnancial Statements
for the preparation and fair presentation of these financial statements in accordance with Intematicnal

Management is
Financial Reporting Standands. and for such intemal control as management detemmines is neces to enable the preparation of
financial statements that are free from matenal msstaterment, whether due to fraud or emor. =

Awdifors” Re

Our responsibility is to express an opinion on these financal staterments based on our audit. We conducted our audit in accordance with
Canadian ed auditing standards. Those standards ire that we with ethical requirements and and
wmnmﬁgnl?mwmmm mmgrﬂeﬁnammmmﬂw rraterial mqssmmrr. an S

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in thefinancial statements. The
procedures selected depend on the auditors” judgment, inchuding the assessment of the risks of materal misstaternent of the financal
statements, whether due fo fraud or emor. In makng those nsk assessments, the auditor considers intemal control relevant to the entity’s

Bﬁpﬂmaﬂfﬁrp@sﬂiﬁ:ﬂldﬂeﬁmmﬂsﬂﬂrﬂrﬁmnﬂﬁhd&mmdnp‘m wnaenﬂem‘mrsmmﬁ
ok for the purpose of expressing an cpinicn on the effectiveness of the entity’s ntemal control. An =0 includes evaluating the

appropriatensss of accounting policies wsed and the reasonablensss of accounting estimates made by management, as wel as
evaluating the overall presentation of the financial statements.

e believe that the audit evidence we have obtained is sufficient and appropriate to prowide a basis for cur audit opinion.
Cpinicmn
In owr opinion, the Sinancial statements present fairy. in all material respects, the finandal position of Providus Morigage Inwestment

Corporation as at Decemiber 31, 2018 and its financial performance the results of its operations and its cash flows for the year then ended
in accordance with Intemational Financial Reporting Standards.

Surtey, Britsh Cokambia MNP cee

Aprl 18, 2017 Chartered Professional Accountants

Suie 307 — 15303 F1st Avenue, SRy, Brish Columbi, VIZ @0, Phans; (04) 530-7014, (B00) 701-7772 MNP
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Providus Mortgage Investment Corporation

Statement of Financial Position
As af December 31, 206

2016 2015
Aszsets
Current
Cash and cash equivalents 39070 157 437
Prepaid expenses 2,987 2,087
Interest recenvable (MNote 7) 565,863 164,013
Morigages recenable (Note 7) 8,089 861 6,115,835
Total assets 8,007,781 6,440,372
Liabilities
Current
Trade and other payables (Node §) 141,636 45,635
Accrued interest payable - 26,370
Dividends ple (Noke 3 285,865 201,814
Mite: Day:gl:-ﬁ - 1,800,000
427 3 2,073,819
Hon-curment
Lizhility component of redeemable. refractable prefizmed shares (Node 11) 8,580 180 4 366 453
3,007 681 6,440,272
Equity
Share capital
Ciammmcn shares (Node 12) 100 100
9,007 181 6,440 372

Approved on bﬂleI af the Board

/AN,

The Scoampanying notes are an nfegral par of hese Tnancal SEements
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Providus Mortgage Investment Corporation

Income Statement and Other Comprehensive Income
For the year ended December 31, 2018

2016 205

Revenue

Interest B46. MG 707,182

Fees and other income 14,563 102,518
Total revenue BT, 373 30a, 710
Expenses

Administration fees (Note 8) 95,730 78,380

Advertising and promoticn X2 B3

Financial services fees (MNafie §), (Note 17) 145,932 103,857

Insurance 6.900 7548

Interest on long-term debt (Node 10) 84,908 168,778

Ciffice 2989 4,302

Professional fess 1381417 714

Rent and ccoupancy cosis 8,465 10,743

473,263 413,529

Operating profit 434 316 3p6,181

Lorss on sale of intangble asset (Noke §) [8,673)
Het income and comprehensive income 494 316 387,202
Earnings per share

Eixsic and diuted net income per share (Mode 13) 0gas 5 0.1002

The Sccompanying notes are an infegral par o these fnancal stalements
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Providus Mortgage Investment Corporation

Statement of Changes in Equity
Faor the year ended December 31, 2M6

Share Retained
capital BRMiNgs Toral equirty
Balance January 1, 2015 100 - 100
Met income and comprehensive income - 387, 202 387,202
Dividends on prefermed shares Mok 5] = (387 202} (38T 202
Balance January 1, 2016 100 - 100
Net income and comprehensive income - 434 16 434 16
Dividends on prefemed shares  (Nofe 5 - (494 316} {434 316
Balance December 31, 206 100 - 100

The Scoampanying nodes are an Infegrsl par of Mese fnancial staements
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Providus Mortgage Investment Corporation

Statement of Cash Flows
For the year ended December 31, 2016

2016 213
Cash provided by {used for) the following activities
rating activities
st Income and comprehensive ncome 494 316 387 202
Loss on sale of intangible asset - BETa
Amuortization of share issuance cosis 13,794 14,255
0,110 410,424
Changes in non-cash working capital accounts
Trade and ofher receivables - 6,204
Prepaid expenses - 674
Interest recevable {40, B50) 377,002
Trade and other payables 96,001 27 74
Accrued interest payable (6.370) -
Defermed revenue - (1,718)
Dividends payable 84,051 55,643
261,942 478,873
Financing activities
Proceeds from issuance of prefermed share lability 4, 205,629 1,367 568
Dividends paid {484 316) {387 ,202)
Share issuance costs {T.696) (10, 418)
Proceeds {repayments) from note payable {1, 800,000) 280,
1,903,617 1,250,063
Investing activities
Proceeds from disposal of intangible assei - 2,000
Advances of morigages receivabls (3, B30, 000) (2,138 435)
Repayments of morgages receivable 1,876,074 -
(1,973,926} {2,135,435)
Increase {decrease] in cash resources 191,633 50a
Cash resources, beginning of year 157 437 156,821
Cash resources, end of year 349,070 157 437
Supplemen cash flow information
Il-nppherest regruec 441 358 M0 355
Interest paid £4,908 143 4068
The SCCOMPaTing notes are an infegral par of these fnancial SEements
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Providus Mortgage Investment Corporation

Hotes to the Financial Statements
Faor the year ended December 31, 2016

1 Reporting entity

Providus Mortgage Investment Corporation (the “Company”) was incorporated under the Canada Business Incorporation Act
of British Columbia on February 14, 2013 The Company is domicled in Canada,

The address of the Company's registered office s 100-1200 West 73rd Aweruse, Vancouver, British Columbia.

The Company makes invesiments and operates iis business at all times in such 3 manner as to qualify as a morigage
mwestment corporation ("MICT) under the prowisions of the Canadian Income Tax Act. The Company derves its eamings
from the: recaipt of mortgage interest and fees associsted with the setup, renewal and discharpe of mortgapges.

These annual financial staternents for e year ended Decemiber 31, 2016 were authorized for issuance by the directors of
the Company on April 18, 2017,

2 Statement of compliance

The financial staternents present the results of financial perfomnance and cash fiows of the Company fior the year ended
December 31, 2018, along with the comparative results fior the year ended Decamber 31, 2015, These financal statements
hawe been prepared in accordance with Intemational Financial Reporting Standards (IFRS") as isswed by the Intemational
Accounting Standards Board (T1ASE”) and interpretations of the Intemational Financial Reporting Interpretations Committee
(IFRICT).

3 Basis of preparation

Basis of measurament
The financial staternents have been prepared inthe historical basis except for the revaluation of centain non-cument assets
and financial instrurnents.
Functional and presenzation currency
These financial staternents are presented in Canadian dollars, which is the Company's functional cumency.
Significant accoundng judgments, estimales and 3ssUMpaons
The preparation of the Cormpany's financial statements requires management to miake judgments, estimates and
icns that affect the repored amounts of revenues, expenses, assets and Fabilties, and the disclosure of contingent

liabilities, aﬂierepu'h;?dme However, uncertainties about these assumptions and estimates could result in outcomes that
mldrequrea a'jmmmﬂemyngammdﬂleassetuldﬂnyaﬁedsdnﬂeﬁure

The estimates and undeslying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the pericd in which the estimate is revised if revision affects only that peniod, or in the pesiod of the revision and
future pericds if the revision affects both cument and future periods.

Kiey assumptions conceming the future and other key sources. of estimation uncertainty at the reporting date are discussed
belonw.

Momgages receivable

The Company is required to make an assessment of the mpaiment of mortgages recewable. The morigages receivable are
considered to be impaired only if cbjsctive evidence indicates that one or more events (Tloss events”) have occumed after its
mnitial recognition, m:hmamgmmeﬁmmmwmmmm#mwmmmmdﬁmm
fiowrs inciude assurmptions about local real estate market conditions, market intersst mtes, availabiity and terms. of financing,
uﬂahﬁuvﬂ.&ufﬂmmﬂyardﬁmmmmsempﬁmsmlm oy the awailability of reliable
comparable data, economic uncertainty. ongoing geopoliical concems and the uncertainty of predictions conceming future
SVEnis, Illmdl:ie-:lrtrru‘metsmd EmmmﬁhmnmﬂdmemmnwnMMnmmmam
assumptions. As such, by their nature, estimates of impaiment are subjective and do not necessanly result in precise
determinations. Should the underfying assumptions change. the estimated allowance fior impaiment losses could vary by a
miatenial armount.
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3 Basis of preparation (Continued from previows page)
Measurement of fair values
The Company’s accounting policies and disclosures require the measurement of fair values fior both financial and non-

financzal a=sets and liabdites. YWhen measuning the fair value of an asset or liabdity, the Company uses market obsenvable
data where possible. Fair values are categorized into different lewels in a fair value hierarchy based on the inputs used in the
valuation techniques as follows:

Lewsd 1 - Unadjusted quoted prces in active markets for identical assets or liabdibes;
Lewsd 2 - Inputs other than quoted prices that are obsenvable for the asset or iabiity either direcy or indireclly; and
Lewel 3 - Inputs that are not based on observable market data (that is, unobsenable inputs).

The Manager/Administrator reviews significant uncbservable inputs and valuation adustments. If third party information,
such as broker quotes or appraisals are wsed to measures far values, the Managen’Adminisirator will assess the evidence
obtained from the thind partes to suppart the conciesion that such valuations meet the requirements of IFR'S, including the
lewel in the fair value hierarchy in which such waluations should be classified.

The information about the assumptions made in measunng fair valee is included in Mote 14.
4 Significant accounting poficies

Except as noted abowve, the following principbs accounting policies have been adopted in the preparation of these financial
statements.

Cash and cash eguivalents

Cash and cash equivalents comprise cash on hand. demand deposits and short-term hi liquid imvestrments with original
miaturities of three months or less that are readily convertible into known amounts of and which are subject to an
msignificant risk of changes i value.

Mormgages receivable

The morigages receivable are recognized infially at fair value plus directly affributable ransaction Subsequent o
mitial recogrition, ﬂenm'mgﬁmﬁen&lem#nmred #ﬂ'ﬁ:ydmmngﬂmeﬁemmmﬁtrrﬂm less any
mpairment lesses. The momgages receivable are assessed on each reporting date to determine whether thers is objective
ewdence of mpaimnent. A financial assetis considered to be impaired only if objective evidence indicates that events have
oceumed after initial recognition that have a negatve efect on the estimated future cash fows of the asset.

The Company considers evidence of impamment for mortgages receivable at both a specific asset and collective level. All
mdividually significant morigages receivable are assessed for specific impaimment. Those found not to be specifically
mpaired are then collectively assessed for any impaimnent that has been incurmed but not yet identifiable at an individual
mortgage level. Morgages receivable that are not ndividually signficant are collectively assessed for impaiment by
grouping toegether mortgages recesvable with similar risk charactenstics.

In assessing collective impaimment, the Company rewews historical trends of the probability of defaulk, the timing of
recovenies and the amount of the loss incumed, adjusted for management’s judgments as to whether cument economic and
credit conditions are such that the actual losses are likely to be greater or less than suggested by historical rends.

An irmpairment loss inoespect of specific monpgages receivable is caleulated a5 the diffierence betwesn its carmying amount
mciuding accrued interest and the present value of the estimated cash fiows discounted at the receivable’s original effective
mbzrest rate. Losses are recognized in profit and loss and reflected in an allowance account against the

receivable. When a subsequent event causes the amount of an impaiment loss to decrease, the decrease in impaiment
boss is reversed through profit and loss in the pericd the new information becomes available.
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4 Significant accounting policies [Condinued from previous page)
Financial insouments
Loans and receivables

The Company has dassified the folowing financial assats as boans and receivables: rade and other receivables, morgages
receivables and interest receivable. These assets are initially recognized at their fair value. Fair value is approsimated by the
mstrument’s initial cost in 3 ransaction bebwesen unrefated parties. Transactions to purchase or sel these items are recorded
on the frade date.

Loans and recenvables are subsequently measured at their amortized cost, using the effective interest method. Under this
methiod, estirmated future cash receipts are exactly discounted over the asset's expected Fe, or other aporopnste period, o
its net camying valse. Amortized cost is the amount 3t which the financial asset = measured at initial recognition less
principal repayments, plus or minus the cumulative amortization using the efective interest method of any diference
pebween that initial amount and the matunty amount. and less reduction for impaimment or uncollectabdity. Net gains and
bosses arising from changes in fair value are recognized in profit (foss) upon derecognition or impaimment.

Financial liabilities measured at amortized cost

The Company has dassified the foloewing financial liablities as financial liabiites measured at amortized cost: trade and
oither payables, mbe-payaﬂe and dividends payable. These liablities are mitially recognized at their fair value. Fair value is
approximated by the mstrument’s initial cost in 3 ransaction bebwesn unrelated parties. Transactions to purchase or sell
these items are recorded on the trade date.

Financial liabfities measured at amortized cost are subsegquently measured at amortzed cost wsing the effectve interest
method. Under this method, estimated future cash payments are exacty discounted over the liabfity's expected life, or other
Spprooriate penod, misnetcmmuzhe Amortized cost is the amount at which the financial liabdity is measured at initial
recognition less principal repayments, and plus or minus e cumulatve amortization using the effective interest method of
any difference betwesn that initial amount and the maturity amount. Met gains and losses ansing from changes in fair value
are recognized n proft (loss) upon derecognition.

Derecognidon of financial assews

The Company derecognizes a financial asset when the contrachual rights fo the cash flows from the financial asset expire, or
it transfiers the rights to receive the contractual cash fiows ina transacton in which substantialy all the isks and rewards of
owmership of the financal asset are fransfemed, or in which the Trust neither transfers nor retains substantially all the nsks
and rewands of owmership and it does not retain control of the financial asset. Any interest in such transfemed financial assefs
mathlfrf:lderemgnmmmatlsmtadmmmnedb?ﬂwwyﬁ nized a5 a separate asset or Bability. On
derecognition of a financial asset, the difference bebween the camying amount of the asset (or the camying amount allocated
o the portion of the asset fransfemad), and the sum of (i) the consideration recaived (inchuding any new asset obtained less
any new liability assumed) and (i) any cumulative gain or loss that had been recognized in other comprehensive income
(loss) is recognized in net income (loss).

Ehare capical

Common shares are classified as equity and presented at the valus of the shares =sued Incremental costs directy
aftribustable to the isswe of commen shares are recognized as a deduction from equity.

Preferred share liabifiy

The Company classifies financial nstruments issued as financial labilities or equity instruments in accordance with the
subvstance of the contractual terms of the instruments. As such, Series 1 Class A preferred shares, which are redesrmable,
are presented as a iabiity of the Company. The prefermed shares are redeemable at a price egual to thesr onginal issue
amounts pius the ameunt of didends dedared and unpaid and a pro-rata share of refained eamings (deficit) at the time the

maimdm Incremental costs directly attributable to the issue of prefemed shares are recognized as a deduction
iy
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4 Significant accounting policies [Confinued from previous pagel
Revenue recognition
Interest ncome on invesstments is recognized on an accrual bass by the effective interest method, using an
effective interest rate which exactly discounts estmated future cash receipts to the net camying amount of the financal asset
oner the asset’s expected life. Accrued but uncollected intzrest is reversad whenever 3 loan s considensd to have become
mmpaired. A loan is dassified as impaired generally when management is of the opinion that there is a doubt as to the
collectabiity of the principal.

The Company changes upfont commitrnent fees, such as lender, broker and renewal fees, based on the gross mongage
values for all morgages funded. These fees are recognized when the morigage agreement is signed and funds are released.

Income raxes

The Company is 3 Morigage Investment Corporation as defined in Section 130.1{8) of the Canadian Income Tax Actand, as
such, E.nl:tmd:leun|ru:::rr|ammﬂmﬁﬂlu.lghmﬂmsrm‘ehddasnhfmnddmdaﬂspadmmrgﬂemrwwﬁm
20 days of the end of the year. Itis the Company's policy to flow such dividends out fo the shareholders and as such have no
taxable income for the year. Accondingly, no provision fior corporate income tames has been made in the accounts.

Provisions
A prosision is recognized, if, a5 a result of a past event, the Company has a legal or constnuctive cbiigation that can be

estimated reliably and it is probable that a future cutfiow of economic bensfits will be reguired fo seitle the cbligation. The
timing or amount of the outflow may still be uncertain.

Prowisicns are measured by discounting the expected future cash flows at a pre-tax rate that reflects curment miarket
assessments of the time value of money and specific risks of the obiigation. Where there are a mamber of obligations, the
likefihood that an cutBow will be reguired in setiernent is determined by considering the dass of obligations as awhole. Al
provisions are reviewed at each reporting date and adjusted accordingly to reflect the curment best estimate.

There are no prowisions reconded at December 31, 2016
Impairment of long-lived as55ets
Financial Assets

A financial a=set not camed at fair value throwgh net comprehensive income (loss) is assessed at each reporting date to
determine whether there is cbjective ewdence that it is impaired. A financial asset is impaired i objective evidence indicates
that 3 loss event has after the initial recognition of the asset, and that the loss event had 3 negative effect on the
estimated future cash flows of that asset that can be estimated relfiably.

Ohbjective evidence that financial assets are mpaired can indude default or delinquency by a debior, restructuring of an
amount due o the Company on terms that the Company would not consider othenwise, indications that a debtor or issuer will
enter bankrupicy, or the disappearance of an active market for a security.

The Company considers evidence of impaiment for mortgage receivables at both a specific asset and collective level. All
individually significant receivables are assessed for specific mpaiment. Al individually significant receivables found not to be
specifically impaired are then collectivelly assessed for any impainment that has been incumsd but not yet identified.
Receables that are not individually significant are collectively assessed for impaimnent by grouping together receivables
with simiar risk characteristics.

In assessing specific impairment, the Company uses historical trends of the probability of default. timing of recoveries and
the value of the underdying security used as collateral against the morgage receivable, adusted for management's judgment
as to total procesds expected incase of a foredosurs.

An impaimnent loss inrespect of a financial asset measured at amortized cost is calculated as the difference betwesnits
camying amount and e present value of the estimated future cash flows discounted at the asset's original effective interest
rate. Losses are recognized in net comprehensive income (loss) and reflected in an allowance account aganst receivables.
Interest on the impaired asset continues to be recognized through the unwinding of the discount. When a subsequent event
causes the amount of impairment loss to decrease, the decrease i impaiment loss is reversad through net comprehensive
mcorme (lass).
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4 Significant aceounting policies [Condinued from previous pagel
Mon-financial assets

A long-ived asset is tested for impainment wheneser events or changes in circumstance indicate that its camying amount
may not be recoverable. An mpaiment loss is recognized when the camying amount of the asset excesds the sum of the
undiscounted cash flows resuling from its wse and eventual disposition. The impaimment loss is measured as the amount by
wihich the camying amoant of the long-lived asset excesds its fair value. Mo such impaimment loss was reconded in2018.

3 Change in accounting policies

Srandards and Interpretations effectve in the curment period
The Company adopted amendments to the fobowing standards, effectve January 1, 2016. Adopéion of these amendments
had no effect on the Company's financal statements.

» [FRS 12 Disclosure of intenests in other entities
= [FRS 13 Fair value measurement

In addition, the Company adopted the follosing new and’or revised standards, effective Jaruary 1, 2016, As indicated,
Fdoption of the folowing new and'or revised standands, had a material impact on the Company's financial statements.

IFRS 13 Fair value measurement

IFRS 13 establishes 3 framework fior measuring fair value and making disclosures about fair value measurements when such
messurements ane required or pemmitted by other IFRSs. it unifies the definition of fair value as the price that would be
received to sall an asset or paid fo transfer 3 Babiity in an ondesfy transaction between market participants at the
measurement date. [t replaces and expands the disciosure requirements about far value measurements in other IFRSs,
inciuding IFRS 7. As a result, the Company has included additional disciosure in this regard (Mote 15).

&. Standards issued but not effective

Certain new accounting standards and interpretations have been published that ane not mandatory for the Decamber 31,
2016 reporting peniod. Those which may be relevant to the Company are set out bedow. Management has decided against
earty adoption of these standards.

IFRS 3 Finangial instrumens

The final version of IFRS 3 (2014) was issuwed in Jll:.lECIH as a complete standard including the requirements for
classification and measurement of financial instruments, the new expected loss impaimment mcdel and the new hedge
accounting model. IFRS 9 (2014) will replace 1AS 29 Financial instruments: recognition and measurement. IFRS B (2014) is
effective for reporting gemds.t-egmngmuraﬁer.]mﬂ 2018. The Company doss not expect the standard to have a
matenia impact on its financial

IFRS 15 Rewvenue from contracts with customers
IFRS 15, issued in May 2014, will specify how and when entities recognize, measure, and disclose revenue. The standard

will supersede all current standards dealing with revenue ition, inchuding 1AS 11 Construction contracts, 1AS 1B
Revenue, IFRIC 13 Customer loyalty programmes, IFRIC 15 s for the construction of real estate, IFRIC 18

Transfers of assets from customers, and SIC 31 Revenue — barter iransactions involiving advertising senvices.
IFRS 15 i effiective fior annual periods begnning on or after January 1, 2018.
IA5 1 Presentation of Financial Statements

Amendments to IAS 1, issued in December 2014, provide darfication on presentation and disciosure requirements and
ensure entities are able to use pudgment when preparing ther financial staternents. The amendments are summarized beloes
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6. Standards issued but not effective (Confinusd from presiows page)

Materiality:

= (Clanfy that entities shall not aggregate or disaggregate information in a rmanner that obscures useful nformation;

= Clarify that materiality reguirements apply to the statements of profit or loss and other comprehensive income, statement
of financial position. statement of cash flows and statements of changes in equity, and to the notes; and

= Clarify when a standand requires a specific disclosure, the resulting information shall be assessed to detenmine whether it
is material and consequenty whether presentation or disciosune of that infommation is warmanted.

Presentation of statements of financial position and proft or loss and obher comprehensive income:

» Clarficabion that the list of ine tems to be presented in these staternents can be disaggregated and apgregated as
relevant and additional guidance on subtotals in these statements; and

= Clarification that an entity’s share of OCI of equity-accounted assocates and joint ventures should be presanted in
aggregate as single ine iterms based on whether or not it wil be subsequently reclassfied to profit or loss.

hotes:

= Clanfy that entiies have fiexibility as to the onder in which they present the notes, but also emphasize that
understandabdity and comparability should be considered by an entity when deciding that order; and

= Remove potentally unhelipful guidance in [AS 1 for identifying a significant accounting policy.

The amendments only affect financial statement presentation and disclosure and are efective for annual peniods beginning

on or after January 1, 2016.

IFRS 16 Leases

In Januany 2018, the LASE isswed IFRS 16, which brings most leases on the statement of financial position for lessees undar
a singhe moded, giminating the distinction between operating and finance leases. Lessor accounting, howsser, remains
Largedy unch andﬂ'led'rsﬁnd:imhemeencgm' and finance leases is retained. This standard would be effective for
annual periods begnning on or after January 1, 2010, extent of the impact of adoption of these amendments has not yet
peen determined.

T Mortgages receivable
Mortgages receivable of 58,080,851 (2015 - 56,115.835) are dus within one year of the fiscal year end and, as such, are
classfied as a cument assst.
At year-end, 58,080,861 (2015 - §6,115,835) of the total morigages receivable are residential.
The morgages are secuned by first and/or second andor third charges on real property.
Total mortgages recenable are camied at the unpaid principal amount. Cna peniodic basis. management reviews the
mutgagepmfalinand'lhenuemlWmmmmammﬁmitismmmﬁanmm

mitgage losses. Management may consider an allowance fior potential future morgage losses as deemed necessary, based
on any payment amears, known risks, historical morigage loss and current economic conditions and trends.

The portiofio of morigages receivable eam interest at a weighted average rate of 14.56% per annum 2015 - 14.28% per
annumj.

An alowance has not been recorded in thesea financial statements 35 management considers all amounts to be collectibbe.

w0
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8 Related party transactions

The following fransactions are in the nomal cowrse of operations and are measured 3t the exchangs amount, which is the
amount of consideration established and agreed to by the related parties.

{a) During the year, the Company paid loan administration fees of $95,7.30 (2015 - $70,380) to a comparry in which the
direciors hold a controfing interest.
&) During the year, the Company recorded management fees of 3145232 2015 - $103,357) to a company in which

the dirsctors hold a controlling interest. Accounts payable and accrued labilities incudes management fees payables
in the amount of $120,508 |_ﬁ15- 51,159)

(] During the year, directors, dose-related family members and companies under comman controd with commaon
chareholders, who own Senes 1 Class A prefizmed shares in the Company received 3208558 2015 - $167,674)in
dividend income. These daidends were paid in the nonmal cowrse of business consistent with all Series 1 Class A
prefiemed shares.

{d) During the year, dirsctors, dose-related family members and companies under common controd with common
sharsholders. whio own Senes 1 Class A prefiemed shares in the Company subscrbed fior $2.035,974 20156 -
¥425,000) Senes 1 Class A prefermsd shares.

(e} During the year, the Company sold an intangibée asset which resulted in a boss of SMIL 2015 - 38 870) o a
company in which the directors hold a confrolling interest.

There are no commitments or guarantees. atiributed to the Company from the related parties at December 31, 2018 (2015 -
BNIL).

9. Dividends payable
The Company has declared dividends to the holders of Series 1 Class A non-eoting, non-curmulative prefemed shares, in
aocondance with the provisions fior morigage investment comporations in the Income Tax Act. whers dividends paid within B0
diays from the end of the fiscal penod are deductibée from the income of the Company. For the prefemed sharsholders,
however, these dividends are taned as interest income.

The Com deciared dividends of 3404216 (2015 - $247, 50,0283 (2015 - 50.1002) per preferred share based on a
ﬁmmﬂawmn‘hernfsﬁesrsgﬂdaﬂm 21:?}|g:| P

10.  Mote payable

The promissony notes payable to shareholders were interest beaning at rates ranging between 7.975% {plus additional
mbzrest of 0U0% per annum (2015 - 1.578%)) calcudated and compounded daily, and 10.5% per anrum, calculated and
compounded semisnnualy, unsecured and due on or befiore December 31, 2016. The full amount was paid during the year.

11.  Liability component of prefemred shares

The Company has authonized unlimited Seres 1 Class A non-voting, nor-cumulatiee prefiemed shares. As at December 31,
2018, there were 8,810,180 (2015 - 4,404 551) issued and outstanding shares for $8,580, 180 (2015 - $4,368.453).

2016 X5
Opening prefermed share liabdity 4 366 453 2,945,023
Subscriptions - cash 4,049 493 1,235)024
Subscriptions - dividend reinvestments 168,136 132,561
Redemptions. (12,000) -
Share transaction costs, net of amortization 8098 3,640
8,580,180 4,365 453

During the year, the Comparny recognized share issuance costs of 315,784 2015 - $14,255) in net comprehensive income.

i1

Providus Mortgage Investment Corporation Page 39



Providus Mortgage Investment Corporation

Hotes to the Financial Statements
Faor the year ended December 31, 2016

12, Issued capital
2016 2045

100 Common shares 100 100

Common shares, which have a par value of 51 each, camy one vobe per share but do not camy a right to dividends.
13, Basic and diluted net income per share
The following table reconciles the numerator and denominator of both the: basic and diluted net income per share:

2ME 2015
Met and comprehensive income 494 316 387 202
Weighted average shares 3,004,972 3,064 473
00988 0.1002

14. Financial instruments

The Company a5 part of its operations camies a number of financial instruments. It is management’s opnion that the
Company & not exposed to significant intersst, cumency or credit risks arising from these financial instnements except as
oithenasise disclosed.

Fair value of all financial assets and liabilites approximate carmying amounts

The camying amount of cash and cash equivalents, interest receivable, mortgages receivable and trade and ofher payables,
notes payable and dividends payable are approcimated by their fair value due to thedr short termn nature.

Risk management policy

The Campany, as part of operations, has established avoidance afmdmmnfnskﬂmqmmﬁr
collsteral to mitigate credit isk as nsk management objectives. In sesking to meet these objectives. the Company follows a

risk managerment policy approved by its Board of Directors.
Inrerest raze risk

Interest rate risk & the risk that the value of a financial instrurment might be adversely affectsd by a chanpe in the interest
rates. Changes in market interest rates may have an effect on the cash flows associated with some financial assets and
lishilities, known a5 cash flow risk, and on the fair value of other financial assets or Babiliies, known as price risk. In seeking
to minimize the nsks from interest mte fluctuations, the Company manages exposure through lending pobicies that set
minimum interest rates for its morgages.

The Co 5 o inberest rate risk with to receivable, all of which are 1o be realized
i O e S v 2 Ut 1 T et e

Mortgages weitten by the Company for greater than a one year ferm typically eam interest either at a fived ate or using a
“prirme-phus" formula. The fised rate morgages pose no interest risk to eamings. Approxdmately half of the morigages by
value) are written at prime—plus mwheﬁwdﬁﬂnfﬁmadahmeﬂusmﬁsmaﬁabemhnak and with minirmum
and maximum rates also spedfied. The minimum rate mitigates the effiect of 3 drop in shor-term market interest ates, whike
the floating rates allows for increased interest eamings whers short-temm rates increase. The interest rate risk on accounts
payable and accrued Fabilties and dividends payable are not considered significant.

Credit risk
Credit isk is the risk of financial loss becawse a counter party to a financial instrument fails 1o discharge its contractual
oibligations.

12

Providus Mortgage Investment Corporation Page 40



Providus Mortgage Investment Corporation

Hotes to the Financial Statements
For the year ended December 31, 2046

14.  Financial instruments (Confinued from presfous page)

The mazimum exposurs to credit risk at December 31, 2018 is the camying vales of its mortgage investments, including
accrued interest receivable, which total $3,855,724 2015 - .'pﬂ.Z?EIM The Comparny has recourse under these
vestments in the event of default by the bomower; in which case, the wiould diaim against the underying
collateral.

As with most momgage investment corporations, the Company prowdes financing 1o bomowers wha may not meet financing
critena for conventional morigages from institutional scurces and, as a result, these investments generally eam a higher rate
of return than what institutional lenders may receive. The Company minimizes its credit isk pr by en=zuring that the
collaberal value of the security fully protects first, second and subsequent morgage advances and there is 2 viable exit
sirategy for each loan. In addition, the Comparry limits concentration of risk by diversfying its morigage portfiolio by way of
bocation, property type, maximum loan amount on any ome property and maximum lean amount te any one bomower.

A credit concentration exists relating fo mortgages receivable. As at Decernber 31, 2016, two morgages receivable account

for B3 1, 2016 — two mortgages for TEIL) of total morgages receivable. The amount of these mongages is
$?.5159{:3.5|§l1% ¥ TEEE38).

Liquidity risk
Liquidity risk is the risk that the Company will encounter di‘lﬁ-:a.ityin meeting cbiigations associated with financial liabdities
that are settled by defivery of cash or another financial asset. The Cmﬂ is commithed fo dividends to shareholders

for which repayment is required at specific dates. Liquidity nisk is by reviewing the Company’s future net cash fiows
for the possibility of negative net cash flow.

The Coampany mansges the Bauidity risk by maintaining a note payable. Suceessful utlization of leverage, as conternplated

by any bank line of credit or other financing depends on the Company's ability to bomow funds from ocutside sounces and o
use those funds to make loans and other nvestrments at rates of retum in excess to the Company of the bomowed funds.

Leverapge increases exposure io loss.

13.  Fair value measurements

The fodlowang table presents the Company’s assets and Rabilities that are measwned at fair value:

216 2015
Financial instrument Classification Mzt Camying Value  Fair Value Camying Value Fair Valus
Financial assets
Trade and other recevables (B - - - -
Mortgages receivable (B 8,089,861 B,D88 831 6,115,035 6,115835
Interest receivable (B 535,863 556 833 164,013 164,013
Financial liabilities
Trade and other payables s3] 141,837 141,637 45,635 45835
Arccrued interest payable (B - - 2370 26370
Diefermad revenus (B - -
Note payable (B - - 1,600,000 1,800,000
Dividend payable s3] 265,665 285,885 201,814 201,814

The valsation inputs and techniques used for the Company's financial instruments are done 50 at (3] Level 1 - Uinadjusted
quoted prices in active markets for identical assets or liabdities, [b) Level 2 - Inputs other than quoted prices that are
obsenvable for the asset or liabfity sither directly or indirecty and {c) Level 3 - Inputs that are not based on cbservable
market data (that is, uncbservable nputs).

i3

Providus Mortgage Investment Corporation Page 41



Providus Mortgage Investment Corporation

Hotes to the Financial Statements
For the year ended December 31, 2046

13, Fair value measurements (Confinued from previous page)

There were no ransfers between Leval 1, Leved 2 and Lavdl 3 fair value hisrarchies during the years ended December 31,
2016 and 2015.

16.  Capital management

The Company's objectives when managing capital ane:

{a) Maintain financial flexibility in crder to presense its ability to meet its financal commitrments, including possible
ool gations;

&) Maintain a capial structure that allows i to finance is growth strategy with cash flows from its operations and its
debé capacity,

) Cpfimize the use of its capital to provide an appropriate retum on inwestment: to its shareholders and to maintain
csufficient liquidity in the company to distribute dividends to shareholders quarterly throughout the fiscal year and
within 20 days thereafter fo reduce its taxabls income to a negligible amount.

The Company defines capital as the sum of its assets, net of its liabiliies, which approximates sharsholders” equity.

The Company's imestment guidelines are subject to extemally imposed capital requirements to maintain the Company’s
eligibdity as a Morigage Investment Corporation as defined in Section 130.1(6) of the Canadian Income Tax Act. These
guideiines state that (i) at least ﬁﬂ%nfﬂem;mmuhemsidenﬁdm and/or cash and insured deposits
at Canada Deposit Insurance Comporation nancial instintions, (i) no mone 25% of its assets must be in real
estate, and (i) that all imvestments must be within Canada. During the year the Company complied with these requirements.

The Company's financial strategy is developed and adapted on the basis of market conditions to maintain a flexible capital
structure consistent with the chjectives stated above and o respond fo the risk charactenstics of the ing assets, In
order te maintain or adjest its capital structure, the Company may refinance an existing debt, take out new ings,
repurchase prefermed shares for cancellation pursuant to nommal course issuer bids or issue new prefermed shares.

The Company's financial strateqy and obectives are reviewed annually. The Company believes that its curment ratics are
satisfactory, given its size, capital management objectives and growth strategy.

17. Financial services fees

The Manager is responsible for the day-te-day operations, incheding administration of the Company's morigage investments.
Pursuant to the Management Agresment dated January 2, 2014, the Company shall pay to the Manager, Financial Senices
fee equal to 2% per anrum of the Company's total menth end value of the Company's momgage portfielio, calculated and
payable monthly.

The Manager bears all overhead and ofher intemal expenses incumed by it in providing the services under the Managemsnt
Agresment. The Company bears all third party and cther expenses incurmed in connection with the Company’s mortgage
muestments and operabions, induding, without limitation, legal, audit, other professional fees, interest and bank charges,
rent, and office costs as well as dirsctors’ and officers’ fiees for attending formal mestings of the Company (Mote 3).

The Management Agreement also specifies that a perfiormiance bonus is payable when the weighted average eami

ngs per
share excesds $0.09. The amownt of the fee is equal to one-guarter of the eamings betwesn $0.08 and 30.10 per share, and
ome-third of the armount in excess of 50,10 per share.

18. Key management personnel compensation

IrN:-tEn:én]mﬁm o the senior managemsnt of the Company is paid through the managemsant fees paid to a related party

T4

Providus Mortgage Investment Corporation Page 42



Item 13 - Date and Certificate

Dated April 21, 2017

This Offering Memorandum does not contain a misrepresentation.

PROVIDUS MORTGAGE INVESTMENT CORPORATION

(signed by) “Clement Chung” (signed by) “Michael Sorba”

Clement Chung, President Michael Sorba, Secretary

ON BEHALF OF THE BOARD OF DIRECTORS OF THE COMPANY:

(signed by) “Clement Chung” (signed by) “Michael Sorba”

Clement Chung, Director Michael Sorba, Director

(signed by) “Eva Lee”
Eva Lee, Director
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