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Class “A” Preferred sharesdegdable, non-voting) (each, a “Preferred
Share”).

$1.00 per Preferred Share.

There is no Minimum Offering. You may be the onlypurchaser. The
Maximum Offering is 80,000,000 Preferred Sharésinds available under
the offering may not be sufficient to accomplish ouproposed objectives.

10,000 Preferred Shares.

Bank draft, certified cheque or wir@nsfer on closing. See Item 5.2
“Subscription Procedure”.

Continuous offering. i@gs may occur from time to time as subscriptions
are received.

There are important tasecmences to these securities. See Item 6 “Income
Tax Consequences and Eligibility for Investment”.

No. The Company may pay a saleddemgistered securities dealers, or
where permitted non-registrants, in an amount wotexceed 4% of the
subscription monies obtained by such persons, payabthe time of the
initial investment. See Item 7 “Compensation Pai®ellers and Finders”.

You will be restricted from selling your securitié® an indefinite period. See Item 10 “Resale tRetfons”.
However, the Preferred Shares are redeemable tairceircumstances. See Item 5.1 “Terms of PreteBhares —

Redemption Rights”.

Purchaser’s rights

You have 2 business days to cancel your agreerogmirthase these securities. |If there is a missgmtation in
this Offering Memorandum, you have the right to sither for damages or to cancel the agreemenge It8m 11

“Purchasers’ Rights”.

No securities regulatory authority has assessed thmerits of these securities or reviewed this Offeng
Memorandum. Any representation to the contrary isan offence. This is a risky investment. See itef“Risk

Factors”.
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SUMMARY

The following is a summary of certain informatiamtained in this Offering Memorandum, and referesiceuld be
made to the more detailed and additional informationtained elsewhere in this Offering Memorandum.

Introduction:

Offering:

Price:

Minimum Subscription:

Use of Proceeds:

Manager:

This offering (the “Offering”) by the Company, GesieMortgage Investment
Corporation, consists of up to 80,000,000 Prefer®dares. There is no
minimum Offering.

The Company is a mortgage investment corporatioarporated on October
16, 2012 pursuant to the laws of the Province dfidr Columbia. This
Offering is of Preferred Shares and not of realtestr interests in real estate.

A continuous Offering by the Company of Preferrdthi®s. See Item 5.2
“Subscription Procedure”. A subscriber whose stipson is accepted will
become a Preferred Shareholder of the Company.

The price per Preferred Share under this Offesrili.00.

Investors must subscribe for a minimum of 10,008fé&tred Shares. See
Item 5.2 “Subscription Procedure”.

The net proceeds of the Offering (also referretleiein as “Net Subscription
Proceeds”) will be invested primarily in loans sectlby mortgages on real
estate in Canada. Subject to any restrictions rutftke Tax Act that are
applicable to mortgage investment corporationsCbmpany may make other
permitted investments over time. The Manager wéé its best efforts to
make suitable investments of the Net Subscriptivocéeds as soon as
possible following each Closing.

Investments in Mortgages will be made as set olten 2.2 “The Company’s
Business - Investment Policies and Guidelines”.

The Company does not have and does not expeciviodrgy employees. In
order to obtain ongoing management and adminigtragervices, the
Company has entered into a management and admiitistagreement dated
October 1, 2014, as amended January 4, 2016 arehibec 22, 2016 (as so
amended, the “Management Agreement”) with Gentgpit&h Corporation
(formerly Genesis Capital Corporation (the “Mandpgean Affiliate of the
Company by virtue of having directors in commonjalshwill be responsible
for managing and overseeing the Company’s busiardsaffairs, including
management, brokerage, supervision and admingtraif the Company’s
mortgage portfolio. The Manager is registered ametgage broker in British
Columbia and licenced as a mortgage broker in Adbend Ontario.

Pursuant to the Management Agreement, the Compasagreed to pay the
Manager: (i) subject to an annual return of 8%hi® Preferred Shareholders
and the Class B shareholders, a fee of 2% per(@eb67% per month) of

funds under management (comprising the outstarpliefgrred share capital,
the upper limit of the Credit Facility with Canadi&Vestern Bank and the
outstanding amounts due under all mortgage loare rhg the Company) as
of the last working day of each month; (i) a bormggial to the net income
otherwise payable to the Company’s shareholdetsrépgesents a net return
on capital to said shareholders of more than 10%ap@um; and (iii) a

foreclosure administration fee. In addition, therdger may charge broker’s
fees, lenders fees, commitment fees, extension fferewal fees, insufficient



Dividends:

Redemption:

Closing:

Sales Fee:

funds fees, administration fees and similar feebamowers with respect to
any mortgage loan. Further, the Company will rairsb the Manager for
approved expenses, including, without limitionyéia marketing and business
development expenses.

This is a risky investment and returns are not gnteed. See Item 2.2 “The
Company’s Business — The Manager".

Pursuant to the Articles, no dividends shall bedpain Preferred Shares
otherwise than out of funds and/or assets proadylable for the payment of
dividends and a declaration by the directors ah¢camount of such funds or
assets available for dividends shall be conclusBubject to the rights of
shareholders, if any, holding shares with spedgiits as to dividends, all
dividends on shares of any class shall be declaneldpaid according to the
number of such shares held. No dividend shall hegrest against the
Company.

Preferred Shares will be eligible for redemptiommaaencing one year after
issuance at the request of the Preferred Sharehotdeat the option of the
Company, subject to applicable laws and certainerotlzonditions.
Redemptions of Preferred Shares will be made oroathty basis provided
that the Company is given at least 30 days writigtice of redemption. The
Company may, without notice to Preferred Sharels|dehange the
redemption policy to annual redemptions, as setimuhe Articles, which
provide that the Company is only required to red€aferred Shares within
90 days of the date of receipt of a notice of rgat@n, provided that such
notice of redemption is received by the Companygmefore July 3 (being 90
days prior to the financial year end of Septemliyr 3rhe redemption price
for any redemption will be the book value at théevent time less any
applicable discount for early redemption plus anyidénds declared but
unpaid, plus interest for the relevant period ptiothe date of payment. See
Item 5.1 “Terms of the Preferred Shares”.

Closings of subscriptions for Preferred Sharestaie place on such dates as
the Manager determines.

The Company may pay a sales fee to registerediteswutealers, or where
permitted non-registrants, in an amount not to eadc#o of the subscription
monies obtained by such persons, payable at tleedfrthe initial investment.



Taxation :

Resale Restrictions:

Risk Factors:

As a mortgage investment corporation, the Compangnititled to deduct
from its income dividends paid to holders of PrefdrShares. The amount
of such dividends will be included in the incometioé holders of Preferred
Shares as interest or taxable capital gains. Thap@ay intends to pay out
all of its net income and net realized capital gais dividends within the
time period specified in the Tax Act. The Preferi@dares are qualified
investments for RRSPs, RRIFs and TFSAs. See lteffin€obme Tax
Consequences and Eligibility for Investment”.

Under applicable securities laws, the resale oPtteferred Shares is subject
to restrictions. Since the Company is not a “répgrissuer” under
applicable securities laws and it is not contengalahat it will become one,
if no exemption is available under applicable sitierlaws and regulations
or an appropriate discretionary order obtained yams to applicable
securities laws, the Preferred Shares cannot loevatiiout a prospectus for
an indefinite period of time. See Item 10 “Re$dstrictions”.

An investment in Preferred Shares is highly speimglaue to the nature of the
Company'’s business and entails a number of rikese risks include but are
not limited to the following:

(a) Although investments in Mortgages will be carefully
chosen by the Company, there is no representatisem
that such investments will have a guaranteed retarn
Preferred Shareholders, nor that losses may nivtchered
by the Company in respect of such investments. s Thi
Offering is not suitable for investors who cannfib@l to
assume any significant risks in connection withirthe
investments.

(a) All investments in Mortgages are subject to riskushsas
liquidity, fluctuations in real property values, cupancy
rates, operating expenses, interest rates and faitters.

(b) The Company will invest in mortgages which will not
necessarily be secured by a first charge on thenyidg
real property. Mortgages ranking subsequent tarsa f
charge are generally considered a higher risk firah
position mortgages since they are subject to ttezasts of
prior charge holders. The Company intends to make
investments in mortgages where the loan is up # 85
the appraised value of the real property which is
mortgaged, which exceeds the investment limit for
conventional mortgage lending.

(c) Investment in real estate is subject to numerooanttial
and operating risks.

(d) Investors will be relying on the good faith and estise of
the principals of the Company and the Manager in
identifying potential investment opportunities fdhe
Company. Depending on the return on investment
achieved on the Mortgages, the Preferred Sharetsolde
return on their respective investments in the Prefe
Shares will vary. Losses are possible and nerttern on
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invested capital nor return of invested capital are
guaranteed.

A Preferred Shareholder is relying on the goochfaskill,
judgment and experience of the Manager as theyeré&a

all aspects of the operation and management of the
Company.

Changes in economic conditions and other factorg ma
cause Preferred Shareholders to redeem their Rydfer
Shares and could cause a shortfall in funds availabd
meet redemptions or distributions to the Preferred
Shareholders.

The directors of the Company may determine thatisun
are not currently available for the payment of the
redemption price of any Preferred Shares in respéct
which the Preferred Shareholder has requested a
Redemption, in which case the Company may elect to
delay payment or pay the redemption price for such
Preferred Shares.

Situations may arise where the interests of the
officers/directors of the Manager and their asdesiand
Affiliates will conflict with those of Preferred
Shareholders. The risk exists that such confligts not

be resolved in the best interests of the Comparly iten
shareholders. Prospective investors should rethevgub-
heading “Conflicts of Interest” in Item 8 “Risk Racs” for

a discussion concerning the factors which should be
considered by prospective investors concerning ethes
conflicts.

There is no market for the Preferred Shares andiken
for the Preferred Shares is not expected to develbipe
Preferred Shares are not transferable, except wi¢h
consent of the directors of the Company. As well,
securities laws may prohibit or restrict transfdigb of
the Preferred Shares. See Item 10 “Resale Réstistt

The Company may be adversely affected by changes in
income tax laws and other laws, governmental pegicr
regulations.

The Company may borrow funds on the security of the
Mortgages and its other investments, which coutdeiase
the risk of the Company’s insolvency.

The risks are more fully described in Iltem 8 “Rigctors”.



GLOSSARY

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

“Affiliate " or “Affiliates” has the same meaning as in the B.C. Securiti¢s Ac

“B.C. Securities Act means theSecurities Ac{British Columbia), with all amendments theretdonce from time
to time and any statutes that may be passed whieé the effect of supplementing or superseding statite;

“Business Day means a day other than a Saturday, Sunday ordagyon which the principal office of the
Company’s bankers located in Vancouver, Britishu@iddia, is not open for business during normal bagkiours;

“Closing’ means a closing of the sale of Preferred ShaaéseaManager may determine from time to time;

“Credit Facility ” means the revolving credit facility established ©ctober 28, 2014, as amended May 11, 2015,
March 30, 2016 and December 20, 2016, with CanaWéastern Bank, as described under Item 2.7 “Mdteria
Contracts — Credit Facility, as may be amendedated, modified or supplemented from time to time;

“Date of Closing means in respect of any Preferred Shares the datewhich the subscription for such Preferred
Share is accepted by the Company;

“Fiscal Year’ means each consecutive period of 12 months enalinthe last day of September, provided that the
first fiscal year of the Company commenced on Oetdl$, 2012 and ended on September 30, 2013;

“LTV " means loan-to-value;

“Management Agreemerit means the management and administration agreedeied October 1, 2014, as
amended January 4, 2016 and December 22, 2016eéetthie Company and the Manager, as may be amended,
restated, modified or supplemented from time taeetim

“Manager’ means Gentai Capital Corporation (formerly Ges&sapital Corporation), a company existing under th
laws of the Province of British Columbia;

“Mortgage” or “Mortgages’ means a mortgage, a mortgage of a mortgage oorggage of a leasehold interest (or
other like instrument, including an assignment w&o acknowledgement of an interest in a mortgdgg)ethecation,
deed of trust, charge or other security interesirah Real Property used to secure obligationepay money by a
charge upon the underlying Real Property;

“Mortgage Broker” means a party licensed under the Mortgage Broketsand may include the Manager if and to
the extent that the Manager becomes licensed tinel&lortgage Brokers Act;

“Mortgage Brokers Act’ means theMortgage Brokers Ac(British Columbia), with all amendments thereto in
force from time to time and any statutes that mayassed which have the effect of supplementirguperseding
such statute;

“Net Subscription Proceedsmeans the gross proceeds to the Company frorealecof the Preferred Shares less the
costs of this Offering and the Sales Fee;

“Offering” means this Offering of Preferred Shares;

“Preferred Share’ means a Class A preferred (redeemable, non-vattmaye in the capital of the Company;
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“Preferred Shareholder’ means those investors whose subscriptions to psecheeferred Shares are accepted by
the Company and thereafter at any particular tihe iersons entered in the central securities sgddt the
Company as holders of Preferred Shares and thalamfgrm means one such registered holder;

“Real Property” means land, rights or interest in land (includimighout limitation leaseholds, air rights and tigin
condominiums, but excluding Mortgages) and anydingjs, structures, improvements and fixtures lat#tereon;

“Redemptior’” means a redemption of Preferred Shares by arredf8hareholder;
“Securities Authority” means the British Columbia Securities Commission;
“Subscriber’ means a subscriber for Preferred Shares;

“Subscription Form” means the subscription form to subscribe for &refl Shares;
“Subscription Price’ means $1.00 per Preferred Share; and

“Tax Act” means théncome Tax ActCanada), R.S.C. 1985 (5th Supp.) c.11.



CANADIAN CURRENCY
All dollar amounts stated herein, unless otherwtated, are expressed in Canadian currency.
FORWARD-LOOKING STATEMENTS

This Offering Memorandum contains forward-lookingatsments. Often, but not always, forward-looking
statements can be identified by the use of woradh & “plans”, “proposes”, “expects”, “estimate$htends”,
“anticipates” or “believes”, or variations (includj negative and grammatical variations) of suchds@nd phrases
or state that certain actions, events or resultay"m“could”, “would”, “might” or “will” be taken, occur or be
achieved. Forward-looking statements involve kn@md unknown risks, uncertainties and other factgrich may
cause the actual results, performance or achievisnoérthe Company to be materially different fromyduture
results, performance or achievements expressednplied by the forward-looking statements. Actuasulés,
performance and developments are likely to diffex may differ materially, from those expressedngglied by
the forward-looking statements contained in thife@ig Memorandum. Such forward-looking statememésbased
on a number of assumptions which may prove to beriact including, but not limited to: the contimuability to
raise capital from the Offering, the ability of tf@ompany to make loans secured by mortgages camdble
generating the necessary income to enable the Qompaachieve its investment objectives, the maiatee of
prevailing interest rates at favourable levels,dhiity of borrowers to service their obligationsder the loans, the
ability of the Manager to effectively perform itdblgations to the Company, anticipated costs angeeses,
competition, changes in general economic conditenms changes in tax laws. While the Company aratieip that
subsequent events and developments may causeeiis ¥0 change, the Company specifically disclaimg a
obligation to update these forward-looking statermeexcept as required by applicable law. Thesedmt-looking
statements should not be relied upon as repregetittnCompany’s views as of any date subsequethietdate of
this Offering Memorandum. Although the Company h#tempted to identify important factors that coollise
actual actions, events or results to differ maligrisom those described in forward-looking staterse there may
be other factors that cause actions, events oltsasut to be as anticipated, estimated or intendiédre can be no
assurance that forward-looking statements will prtovbe accurate, as actual results, performartéuaure events
could differ materially from those anticipated inch statements. Accordingly, readers should noteplandue
reliance on forward-looking statements. The facidesitified above are not intended to represerdraptete list of
the factors that could affect the Company. Addgidiactors are noted under Item 8 “Risk Factors”.

DOCUMENTS INCORPORATED BY REFERENCE
The following documents are incorporated by refeesas part of this Offering Memorandum:

(a) the marketing materials related to this Offeringpgared as at the date of this Offering Memorandum
delivered or made reasonably available to a prdsmepurchaser; and

(b) the marketing materials related to this Offeringickhmay be prepared after the date of this Offering
Memorandum and delivered or reasonably made avail&d a prospective purchaser prior to the
termination of this Offering.
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ITEM 1
USE OF AVAILABLE FUNDS
1.1 Funds

The net proceeds of the Offering and the fundslalviai to the Company from other sources are asvist!

Assuming Assuming
Minimum Maximum
Offering ¥ Offering
A Amount to be Raised by this Offering $- $ 80,000,0
B. Selling Commissions and Fé2s $- $ 2,400,000
C. Estimated Offering Costs (legal, accounting, atit,}* $ 40,000 $ 40,000
D. Available Funds D=A- (B + C) ($ 40,000) $ 77,560,000
E. Additional Sources of Funding Required (available):
Cash on Harfd $ 1,000 $ 1,000
Credit Facility” $ 63,364 $ 63,364
F. Working Capital Deficienc $0 $0
G. Tota: G=(D+E)—F $ 24,364 $ 77,624,364

(1) There is no minimum Offering. You may be theyqurchaser of Preferred Shares.

(2) The Company may pay a sales fee to registeeedrities dealers, or where permitted non-regitgran an amount not to
exceed 4% of the subscription monies obtained bl persons, payable at the time of the initial atneent.

(3) Offering Costs as shown are estimated, anlddeclegal, accounting and audit costs, printing ather administrative costs
associated with marketing the Preferred Sharesipotgo this Offering Memorandum.

(4) Cash on hand as at the date of this Offerimgndrandum.

(5) Balance available under the Credit Facilityahshe date of this Offering Memorandum. The bed¢aavailable depends on
the amount of qualifying mortgage loans held, axsda result, the full amount of the Credit Facilitpy not be available. See
Item 2.2 “Description of our Business — Credit Hacl

1.2 Use of Available Funds

The Net Subscription Proceeds will be invested arilyin loans secured by mortgages. Investmantsuch loans
will be made as set out in Item 2.2 “The ComparBisiness - Investment Policies and Guidelines”.e Manager
will use its best efforts to make suitable invesitaeof the Net Subscription Proceeds as soon ashp@sollowing

each Closing.

Description of Intended Use of Available Funds Assuming Minimum Assuming Maximum
(Listed in Order of Priority) @ Offering Offering
Investment in residential, commercial, construction $ 24,364 $ 77,624,364
(development) and bare land mortgages

Total $ 24,364 $ 77,624,364

(1) Revenue from operations has been, and is expeztshtinue to be, sufficient to cover operatingtsos

(2) Full or partial repayment of the Credit Fagilitsing the Net Subscription Proceeds will enaideGompany to borrow additional
funds under the Credit Facility and make additianaltgage loans. See Items 2.2 “Description ofBusiness — Credit Facility”
and 4.2 “Share Capital — Long Term Debt".

* Pursuant to the Management Agreement, the Compgdreed to pay the Manager: (i) subject to anamaturn of 8% to the
Preferred Shareholders and the Class B shareholides of 2% per year (0.1667% per month) of fundder management
(comprising the outstanding preferred share capha upper limit of the Credit Facility with Canad Western Bank and the
outstanding amounts due under all mortgage loarmte rog the Company) as of the last working day eheaaonth; (ii) a bonus
equal to the net income otherwise payable to thegamy’s shareholders that represents a net retucaital to said shareholders
of more than 10% per annum; and (iii) a foreclosadministration fee. In addition, the Manager mhagrge broker's fees, lenders
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fees, commitment fees, extension fees, renewa] ifesdsfficient funds fees, administration fees aidilar fees to borrowers with
respect to any mortgage loan. Further, the Compélhyeimburse the Manager for approved expenisetyding, without limition,
travel, marketing and business development expeii$es current directors and officers of the Comparg also directors and
officers of the Manager. See Item 2.2 “The CompaByisiness — The Manager”, ltem 2.7 “Material Agneats” and Iltem 8 “Risk
Factors — Conflicts of Interest”.

1.3 Reallocation

The Company intends to utilize the net proceedgaied. The Company will reallocate funds onlysound business
reasons.

1.4 Working Capital Deficiency
The Company does not have a working capital defgie

ITEM 2
BUSINESS OF THE COMPANY

2.1 Structure

The Company is a mortgage investment corporatiotdefised in the Tax Act and intends to continuetalify as
such. It was incorporated under tBesiness Corporations AgBritish Columbia)on October 16, 2012 under
Incorporation No. BC0952821. The Company’s regéteand records office is located at 6345 — 197e§tre
Langley, BC V2Y 1K8 and its head office is locasdL10 — 8228 Westminster Highway, Richmond, B&X\I&\6.

Gentai Capital Corporation (formerly Genesis Cégitarporation) is the Manager of the Company punste the
terms of the Management Agreement. It is a cotfmorancorporated under tHausiness Corporations A@British
Columbia) on October 16, 2012 under Incorporabion BC0952819. The Manager’s registered and recoffice
is located at 6345 — 197 Street, Langley, BC V28 And its head office is located at 110 — 8228 Wiasster
Highway, Richmond, BC V6X 1A6.

2.2 The Company’s Business
The Company

The Company is a mortgage investment corporatibmas incorporated for the purpose of generatistphle stream
of income for investors, primarily by making loasscured by mortgages, thereby providing investath an
opportunity to participate indirectly in a portiolof mortgages. The Company intends to make addfiezl range of
residential and commercial real estate loans, aswhall number of other real estate (constructi@vétbpment) and
bare land) loans, all secured by first and secondgages, and a small number of third mortgages,eah estate
properties. The Company will mainly earn revenueough interest and renewal fees, pre-payment pesalt
performance bonsuses and other fees and chargésdréd such mortgages. Subject to limitations @strictions
applicable to mortgage investment corporationsdhaicontained in the Tax Act, the Company may @#so revenue
from other permitted investments, including shertrt rental of properties acquired from foreclosureder mortgages
and capital gains when such properties are sold.

Mortgage Brokerage

The Company is registered as a Mortgage Broker thighBritish Columbia Financial Institutions Comsian in
accordance with the Mortgage Brokers Act. The c@ffof the Registrar of Mortgage Brokers at the Raie
Institutions Commission regulates the mortgage érok and lending activities of Mortgage Investment
Corporations (“MICs”) under the Mortgage BrokerstAcThe Registrar and the Mortgage Brokers Act @b n
regulate the capital raising and investment manketictivities of MICs which are subject to secestiegislation
and regulation.
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The Company does not have and does not expectéodmy employees and will be managed by the Manadech
will provide ongoing management and administrageevices relating to the Company’s business putsiathe
Management Agreement. The Manager is respongibleninaging and overseeing the Company’s busineds a
affairs, including day-to-day operations and mangdhe mortgage portfolio, and providing adminiue services
for the Company’s operations. The Manager is tegd as a mortgage broker in British Columbia lacahced as a
mortgage broker in Alberta and Ontario. The Manageonsidered to be an Affiliate of the Compangdthon the

following:
(@)
(b)

(©)

H. Tinu Mu is the Presdient and a director of tleenpany and the Manager;

Yu (Peter) Yang is the Managing Director and a aoe of the Company and the Corporate
Secretary and a director of the Manager; and

H. Tina Mu owns all of the voting common shareshaf Manager and 25% of the voting shares of
the Company.

Pursuant to the Management Agreement, the Managerimiarily responsible for overing and managihg t
Company’s investment portfolio, including but limt to its mortgage portfolio. More specificallpetManager has
agreed to provide to the Company the following merw.

(@)

(b)

(©)

(d)

()

(f
(9)

(h)

(i)

negotiation and execution of any investment relaig@ements, including, but not limited to, term
sheets, mortgage commitments, and any and all agetdocuments including postponements and
discharges as may be required;

negotiation and execution of any agreements witbfgssional consultants, independent
contractors, suppliers and brokers;

discussion and negotiation with government autiearibaving jurisdiction over the Company and
obtaining required consents and approvals relat¢het administration of the Company;

assisting with the investment of the Company’s @s$e mortgage loans acceptable to the
Company and in accordance with the Company’s caiimittee’s investing guidelines and the
guidelines;

providing ongoing assistance and guidance to thmpgamy to ensure it is compliant at all times
with any and all legislation applicable to the C@mp and its business activities, including, but
not limited to, the Tax Act, thReal Estate Development Marketing ABtitish Columbia), SBC
2004 c.41, thekeal Estate Services A@ritish Columbia) and the B.C. Securities Act aanty
associated regulations and policies, which the ldanaiay contract to third parties;

general administration of the Company;

supervision on an ongoing basis of all Company $undcluding, but not limited to, general
investments, advances, draws, interest paymeritection and dispersal of any funds payable or
receivable in accordance with the requiremesftsthe arrangements, mortgages, agreements,
undertakings and contracts therefore;

sourcing, arranging, providing support and asststamith respect to obtaining loans from lenders
and funds from investors of the Company;

arranging for any insurance coverage, as may fioma to time be required with respect to the
Company;



0

(k)

()

(m)

(n)

(0)

(p)

(a)

(r)
(s)
(t)

(u)

v)
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providing regular and continuing accounting) the basis of generally accepted accounting
practices, respecting all costs and expenses ddohepany;

providing the Company with interim financial statemts of the Company and any related
financial information within 10 days of a writteaquest for same by the Company;

instituting, prosecuting and defending legal actiaffecting the Company;

maintaining and administering all records, documemd materials in the possession or control of
the Company, including, but not limited to, booKsaocount of the Company and a database of
mortgages included in the Company’s mortgage plastfo

establishing and maintaining the register of thenfany's investors;

processing all documentation relating to the bussinaf the Company; including, but not limited
to, applications, appraisals, commitments, redisina funding, collection and discharge of such

documents;

reporting to the investors, on a minimum of an ahnbasis, regarding the operation of the
Company;

collecting and mailing financial and other repatsl all other notices required to be completed by
the Company;

attending to all arrangements necessary for meetihthe Company;
responding to inquiries by Companyinvestors;

distributing annual tax information prepared byfarthe Companyto the investors each year for
the preceding calendar year;

providing the investors with annual financial stagats prepared by the Manager on behalf of the
Company; and

generally do any and all things necessary and émtal to the supervision, administration and
business enterprise of the Company.

The Management Agreement also requires the Martagaovide the Company with offices, equipmentnfture,
internet, telephone and other necessities to aomtine Company’s business.

Pursuant to the Management Agreement, the Compasigdreed to pay the Manager, subject to an anetwah of

8% to the Preferred Shareholders and the ClassaBelsblders, a fee (the “Management Fee”) of 2% yeer
(0.1667% per month) of funds under management (csing the outstanding preferred share capital, upper
limit of the Credit Facility with Canadian WestdBank and the outstanding amounts due under allgaget loans
made by the Company) as of the last working dayath month. Such fee is used to pay the wageseof th
Manager’'s employees and the costs of providingcefpace, telephone, power, stationery, internwicgeand
other office expenses.

The Manager is entitled to a bonus equal to thaneame otherwise payable to the Company’s shadehslthat
represents a net return on capital to said shatelobf more than 10% per annum. The Manager dseadtitled to a
foreclosure administration fee for each foreclosum@ceeding initiated against a mortgaged propéntyaddition,

the Manager may charge broker's fees, lenders famamitment fees, extension fees, renewal feesiffin@nt

funds fees, administration fees and similar feeddorowers with respect to any mortgage loan. Heurtthe
Company will reimburse the Manager for approvedeases, including, without limition, travel, markegi and
business development expenses.
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If the annualized return on the Preferred Sharestlam Class B Preferred Share is less than 8%\igmager must,
within three months after the Company’s financiabyend, repay the Company that portion of the ddament
Fee as is necessary to increase the annual tet8&. For greater clarity, the Manager is not neglito pay more
than 100% of the Management Fee for respectivendiiah year, even if repayment of 100% of such feesdnot
increase the annualized return to 8%.

Pursuant to the Management Agreement, the Compasiadreed to indemnify the Manager, its directoffisers,
employees, agents and direct and indirect sharetgldrom and against all claims, actions, suiteceedings,
demands, assessments, judgements, losses, dalisglises, expenses, costs to which such persoag be put or
suffer as a result of performing their respectivgies thereunder except those claims, demandgnactiosts or
finds and costs caused by the Manager’s grossgeagle or willful misconduct of the Manager or itsgoyees.

The Management Agreement is for an indefinite teamd may be terminated by the Company or the Manage
applicable, in the event that:

€)) a bankruptcy, receivership or liquidation ordeisiued agains the other;

(b) the other party makes an assignment for the bewfefiteditors or commits any act of bankruptcy
within the meaning of thBankruptcy and Insolvency A@anada);

(c) the other party commits a breach or default underManagement Agreement (not related to the
payment of any money to be paid by the breachimypand the same is not cured within 30 days
of receiving notice thereof; or

(d) the otherparty commits a breach or default under the Managemegmedent (related to the
payment of any money to be paid by the breachimypand the same is not cured within 30 days
of receiving notice thereof.

In addition, the Management Agreement may be teatathby the Company in the event that the Managggias
the Management Agreement or its rights and obbgatithereunder to any person who is not an afil@t the
Manager without the prior written consent of theedtors of the Company. The Management Agreememtaisa
be terminated by mutual consent on 180 days’ writtetice or upon appointment of a suitable replaggm

Investment in Loans

The Mortgages to be invested in by the Companya@mmon form of financing within the real estatgustry. The
standard documentation used with respect to Moggagll provide that, in the event of a failure tig mortgagor to
pay any amount owing under a Mortgage, the moreegmgéll be entitled to enforce the Mortgage in adeoce with
applicable law. In the event of a failure by a tgagor to make a payment of interest and/or praiaighen due, the
mortgagees will immediately communicate with thertigegor and, failing prompt rectification, will iss a notice of
its intent to exercise the remedy or remedies whiceh available to the mortgagees which the Managasiders
appropriate. Typically, all legal costs, costsatedl to registration of Mortgages and costs rajatm obtaining
appraisals of Real Property, as allowed by law, beilfor the account of the mortgagors.

The Mortgages will usually be held by and registarethe name of the Companyowever, from time to time, the
Manager may elect Mortgages to be held by andtexgi$ in the name of nominees of the Company oalbehthe
Company. Mortgages may also be held by anothéy @ntentities holding an interest in such Mortgagointly with
and/or in trust for the Company, with the Companidimg beneficial titte and ownership to its intetre Where legal
title to a Mortgage is held by and registered m tlame of an entity wholly-owned by the Companghsentity may
also hold legal title to such Mortgage on behalhef other beneficial owners of such Mortgage.

The Company may also acquire interests in Mortgéyesntering into participation agreements. Theigpation
agreements will provide a beneficial interest @ @ompany in the subject Mortgage, although natextly registered
interest.
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Where necessary, title insurance will be obtain@dy title insurance will be held in the name oé tGompany. In
addition, the Company will obtain standard secuitityrespect of commercial Mortgages which, dependin the
specific Mortgage, may include one or more of asigmenent of rents, an assignment of insurance pds;ean
assignment of purchase agreements (on resideatialabment projects) and a general security agnreeme

The Company will invest in Mortgages secured byiousr types of Real Property, including single andtifiamily
residential properties and residential land develqts, and commercial land developments and inqmoducing
properties that have retail, commercial, servidé¢ce and/or industrial uses. Such Mortgages edinply with the
investment policies of the Company. Such Mortgagdlsoften be short term, generally six to 12 mwand on an
“interest-only” basis, and up to a maximum tern86fmonths, and will primarily be first or secondking mortgages,
but may also be subsequent ranking Mortgages.

The Loans may include “acquisition” loans and “damngtion” loans. An “acquisition” loan is normallysed to
finance the acquisition of land and, possibly,itteallation and construction thereon of roads, igipal fees, drainage
and sewage systems, utilities, and similar impraams When funding improvements to the land, syleset loan
advances are made pursuant to a stipulated schefietean inspection and review of the projectsgpoess by the
lender or its agent and the furnishing of repogtplonfessional engineers, architects or quantityetors. In some
instances, acquisition loans may be made to finthreacquisition of more land than will be improvednediately, or
land, the development of which is contemplated latex date. Take-out commitments are not nornalfbyerequisite
to the granting of an acquisition loan.

A “construction” loan is normally used to finandeetconstruction of buildings, recreational fa@itiand similar
improvements. Construction loan advances are adsterpursuant to a stipulated schedule after agptepnspections
and progress reports. The Company will only invesa construction loan if the funds made availalnheler the
construction loan plus any additional financingaaged by the borrower or the borrower’s availakdpital is
considered to be sufficient to complete the progasmstruction. The Company may invest in subsaoanking
loans for any or all development and constructitratons.

I nvestment Policies and Guidelines

The Manager will use its discretion in establishifigm time to time, guidelines, policies and pihaes respecting
the investments the Company will make, including, it limited to, the following:

(a) the Company will primarily invest in resideitand commercial mortgages;
(b) the Company will invest primarily in first and sexbmortgages;
(c) a first mortgage (being a mortgage having priodixer all other security interests registered

against the same real property used to securersadigage) may not exceed 85% of the appraised
value of the underlying real property securingti@tgage, as determined by a qualified appraiser
and calculated at the time of commitment;

(d) a second mortgage (being a mortgage having sedand priority over all other security interests
registered against the same real property useddares such mortgage) may not exceed 85% of
the appraised value of the underlying real propsdguring the mortgage, as determined by a
qualified appraiser and calculated at the timeoshimitment;

(e) mortgages may contain clauses permitting the mgagawhen not in default, to renew the
mortgage for additional terms at the sole discretibthe Company;

)] the Company may borrow funds in order to acquiréngest in specific mortgage investments;
provided, the interest rate is less than the isterate charged by the Company on the
corresponding mortgage investment or portfoliosugreql with such borrowed funds; and

(9) the Company may participate in mortgages on a sgtidn basis.
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The Manager will apply the following investmentteria, which are consistent with the Company’s &8, the
provisions of the Tax Act and applicable real estagjislation:

(@)

(b)

()

(d)

(e)

(f)

(9)

(h)

0
(k)
()

(m)

all mortgages, promissory notes and caveatatikrests will, prior to funding, be regise
on the title of the approved property or title irexdy as the Manager shall direct;

where investment is made by the Company in purobaan interest in a mortgage offered for
sale by the Manager that amounts to lesan thull acquisition of that mortgage, the
purchase agreement will contain a charging claersgbling the Company to register a
beneficial caveat on title to the subjecoparty in the Company’s name;

all mortgage investments will initially be madethre Province of British Columbia or any other
Canadian jurisdiction as permitted by the Tax Act;

the Company will maintain at least 50% of the Comps assets in investments in mortgages
secured by residential real estate;

no more than 50% of the Company’s assets will bested in mortgages secured by commercial
and industrial real estate;

the Company may advance funds on approved loangalgyof progress payments upon Manager
evaluation and acceptance of completion dafcdigd stages of construction or development;

the Company will not make any investment that waekllt in the Company not qualifying as a
mortgage investment corporation pursuant ® Tiix Act;

the Company will not invest in securities,atanteed investment certificates or treasuty bil
unless they are approved investments pursuanthéo Tax Act and unless they are pledged as
collateral in connection with Mortgage investmemt®btained by realizing on such collateral;

the Company will not make short sales of securitiesiaintain a short position in any securities;
the Company will not act as an underwriter in thpital stock of any corporation;

the Company will not guarantee the securities digatons of any person;

to the extent that the Company’s funds are notsteckin mortgages from time to time, they will
be held in cash deposited with a Canadian chartese#t or will be invested by the Company in
short term deposits, savings accounts or governgeatanteed income certificates or treasury
bills so as to maintain a level of working capfial ongoing operations considered acceptable by

the Company’s directors; and

the Company will not make any investmentat tivould result in the Manager developing
or managing real property on the behalf of the Camyp

If, due to a change in the provisions of the Tax At other legislation applicable to the Companyy af the
foregoing restrictions require amendment in oradecamply with such change in legislation, the Compaay
make such change and such change will be bindingecompany. In addition, the foregoing restoict may be
changed at any time (so long as such change canpiib applicable legislation) if the change isedtatined by the
Manager to be required in order to ensure thatGbmpany remains competitive in the making of thghbst
quality loans being undertaken in the marketplacéha time of such change and is in the best istsref the

Company.
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Source of Funding for Dividends

The Company is considered a mortgage investmepbcation or MIC under the Tax Act. As such, the Qamy is
entitled to deduct from its taxable income dividepaid to Preferred Shareholders during the yewitbin 90 days
of the end of the year to the extent the dividemdee not deducted previously. The Company inteadsdintain its
status as a MIC and intends to make sufficientdéind payments in the year and in future years sorenthat the
Company is not subject to income taxes payableidBinds paid to Preferred Shareholders are a returcapital,
and at no point have they been a return of capital,does the Company anticipate that a futureddivil will be a
return of capital.

From time to time, operating cashflows may not basistent with operating income due to the accofiahterest
income on outstanding mortgage balances consigti¢imtheir terms and other amounts to be receivepaid at a
later date. When cashflows from operations arefficgent to meet the distribution of earnings, @empany will
fund the dividend from cash reserves.

The Company maintains a certain amount of liqughcavailable to invest in opportunities, as thegearto pay the
Company’s operating costs, and to fund dividendd paPreferred Shareholders in the event thatfeagh from
operations are not sufficient relative to earnings.

The effective annual yield on adjusted share chftitahe Company’s shareholders for the past fmancial years
is set out in the following table:

Dividends Paid
(includes cash and
Year Preferred Shares) Effective Annual Yield*
201° $359,091.0( 8.24%
201¢ $1,692,580.0 8.24%
201F $2,112,607.0% 8.34%
201¢ $3,189,755.0 8.24%
2017 $4,038,516.0 8.24%

*Historic results may not be indicative of futurerfpormance. See Item 8 “Risk Factors”.
(1) Includes special dividend of $26,034 for fisealL5 which was paid on December 16, 2015 (ienduiscal 2016).

The effective annual yield since the Company’s.®486. Since inception, all to the Company’s shaledrs have
been, and are expected to continue to be, madef tie Company’s net income and capital gains k@ckin each
financial year, and none of such dividends havenlferded by sources such as loans, share issuanties Credit
Facility. It is the Company’s intention to continteepay dividends on such basis.

The rates of return are averages for all of the Comany’s shareholders and may not reflect the return
received by any one investor. There is no guarantdbat such rates of return will continue or that investors
will receive similar returns in future years. Seeltem 8 “Risk Factors” for factors that may affelsetCompany’s
business and the rates of return realized by iovest

2.3 Development of the Business

The Company was incorporated on October 16, 20d@,has issued Preferred Shares as more fully descin
Section 4.3 “Prior Sales”. The Company’s strategytd expand in a controlled manner by diversifying
geographically and focusing on real estate seetidlsthe lowest risk. The Company believes thas triowth and
strategy has resulted in acceptable rates of retrimvested capital relative to alternative inuestit opportunities
for shareholders. During the Company’s two mosendy completed financial years, there have nomnbaey
unusual events or conditions that have favourabladversely, influenced the development of itsriess.
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During the last financial year, the Company fun@8dnortgage loans totalling over $71,160,500, deVis:

First Mortgages Second Mortgages Third Mortgages

Province No. | Percent Principal No. | Percent Principal No. | Percent Principal

British Columbia | 11 100% $24,040,000 57 94.69% 624500) O - -

Alberta 0 - - 0 - -0 - .
Ontario 0 - -1 5.31% $2,500,000 ( - -
Total 11 100% $24,040,000 58| 100% $47,120,500 O - -

The Company’s mortgage portfolio as of SeptembefioB@ach of the past three financial years wdslémswvs:

2017 2016 2015
Mortgage Rank | No. | Percent Principal No. | Percent Principal No. | Percent Principal
First 11 | 30.71%| $23,145,000 1 12.00% $6,497,000 | 8 0.9%®% $7,746,444
Second 57 | 69.299 $52,232,416 50 88.00%  $47,623,935 | 79.01% $29,161,305
Third 0 - - 0 - -1 0 - -
Total 68 100% $75,377,416 57| 100% $54,120,915 62| 100.00% | $36,907,749
Weighted Average Interest Rate 10.14% 9.9% 9.6%

As at the date of this Offering Memorandum, the @any has 68 mortgages as security for loans togalli
approximately $82,352,916, as follows:

First Mortgages Second Mortgages Third Mortgages

Province No. | Percent Principal No. | Percent Principal No. | Percent Principal

British Columbia| 12 100% $26,545,000 55 9552% ,3$63916] O - -

Alberta
0 - -l 0 - -

Ontario 0 - -1 4.48% $2,500,000 ( -
Total 12 | 100.00% | $26,545,000 56| 100.00% | $55,807,916 O - -
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The Company’s loans are secured by different ptgpgpes, as follows:

Number of Aggregate Principal Percent of Aggregate

Property Type Loans Amount Principal
Commercial 3 $10,400,000 12.63%
Construction (development 11 $12,610,000 15.31%
Condominiums 2 $337,000 0.41%
Townhouses 1 100,000 0.12%
Single family homes 45 $38,740,916 47.04%
Multi-family homes 1 $3,750,000 4.55%
Land 5 $16,415,000 19.93%
Totals 68 $82,352,91¢ 100.00%

The LTV ratio of each of the Company’s outstandiogns varies. As at the date of this Offering Meamgtum,
100% of the aggregate principal amount of the Comijsamortgages did not exceed a 75% LTV ratio.
2.4 Long Term Objectives

The Company’s long term objectives are:

(a) to establish a pool of high quality loans throughdent investment in mortgages of real property
in Canada;

(b) to provide Preferred Shareholders with sustainatgeme while preserving capital;

(c) to distribute income on an annual basis; and

(d) to continue to qualify as a mortgage investmenperation pursuant to the Tax Act.

The Company will seek to achieve these investmdneatives by investing primarily in loans secured b
mortgages. The Company’s income will primarily sish of interest received on the Mortgages, less fmid to
the Manager and other operating expenses. Ther® iassurance that the Company will meet its longte
objectives. See Item 8 “Risk Factors”.

25 Short Term Objectives and How We Intend to Achievelrhem

The Company’s business objectives for the next dbaths are to complete the offering of a sufficienmber of
Preferred Shares pursuant to this Offering Memarando continue the establishment of a high qudlign
portfolio.

Target completion date or, if
not known, number of months
to complete

What we must do and how we will do it Our cost to complete

Offering of Preferred Shares as described in Next 12 months $40,000
this Offering Memorandum
Investment of Net Subscription Proceeds| in Next 12 months @

loans secured by mortgages
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(1) The costs to complete the investment of the Slabscription Proceeds will vary based on the amotfifunds actually
invested and the different type of mortgages irack#t.
2.6 Insufficient Funds
The Company may not raise sufficient funds to aquleeh its proposed objectives and there is no asmer that
alternative financing will be available. The Compantends to continue to use existing capital aash flows to
carry on its current business.
2.7 Material Agreements
The following is a list of agreements which are enit to this Offering and to the Company, which ar effect:

(a) the Management Agreement. See Item 2.2 “The Conmipd&8usiness — The Manager”; and

(b) the Credit Facility. See Item 2.7 “Material Contsae Credit Facility”.

Copies of all contracts referred to above may tspeanted during normal business hours at the registand
records office of the Company, located at: 63497 Street, Langley, BC V2Y 1K8.

Credit Facility
The following is a summary of certain material petons of the Credit Facility. Pursuant to the Gré&gcility, and
subject to CWB's capital requirements, the Compiargermitted to borrow additional funds which mayused to

make mortgage loans.

Pursuant to the Credit Facility, the Company magrdo@ up to the lesser of $15,000,000 and, provittedL TV
ratio does not exceed 75%, the aggregate of thenfimig eligible mortgages:

€) 75% of first residential and commercial mortgage$ajor regions”;

(b) 70% of first residential and commercial mortgagetion-major regions”;

(c) 65% of second residential and commercial mortgagé®ajor regions”;

(d) 60% of second residential and commercial mortgag&son-major regions”; and
(e) 55% of first and and commercial mortgages in “maggions”.

The Credit Facility also allows the Company to imt# 55% of first and second residential and comialerc
mortgages where the LTV ratio is between 76% ar?d.85

Under the Credit Facility, “major regions” includbe Greater Vancouver Area, Abbotsford, Chilliwa&qrt
Moody, Maple Ridge, Mission, Pitt Meadows, Aldengecand Anmore; and “non-major regions” include Kaba,
Whistler and Squamish. All other regions are exetudnless approved by CWB. Notwithstanding anytlelsg to
the contrary in the Credit Facility, eligible maatges in non-major regions cannot exceed 25% amybleli
mortgages against commercial properties cannoteeix26% of the outstanding amount borrowed undeCtleglit
Facility.

Mortgages not eligible under the Credit Facilitglirde:
(a) mortgages securing non-arm’s length loans;

(b) mortgages securing construction loans or loansititiess such as pubs, hotels, motels and senior
housing, or on raw or vacant land, gas stationscanuimercial properties in a non-major region;
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(c) mortgages securing loans exceeding $1,500,000ytore borrower and its related parties for any
single property or property group in a major regiand, if the loan exceeds that amount, the
portion exceeding $1,500,000 is excluded;

(d) mortgages securing loans of more than $1,000,0@Mhyoone borrower and its related parties for
any single property or property group in a non-maggion, and, if the loan exceeds that amount,
the portion exceeding $1,000,000 is excluded;

(e) second mortgages, where the first mortgage exc&060,000;

)] mortgages without an appraisal from an appraisgistered with or licenced by the Appraisal
Institute of Canada (AACI) or the Real Estate buséi of BC;

(9) syndicated or shared mortgages;

(h) mortgages at a combined LTV of over 85%;

0] mortgages with a term exceeding one year;

()] mortgages more than 90 days in arrears or in fosect; and

(K) third or higher mortgages.

Pursuant to the Credit Facility, the Company mustijgle CWB with audited financial statements witBid days of
the financial year end and unaudited monthly firg@statements and a certificate of compliance iwit0 days of
each month end. In addition, a CWB representatigg audit, each quarter, not less than ten of thegages or at
least 20% of the mortgage portfolio. Further, CWd lestrictred the Company’s borrowing such thagrigge to
capital (i.e., the debt to tangible net worth rpi® not more than a 0.75:1 ratio (tested monthl®mong other
things, CWB also requires the Company to maintamirimum tangible net worth (shareholders’ equitg doans
and excluding intangible assets and amounts dum fedated parties) at not less than $18,750,0G@edemonthly)
and cash flow coverage (i.e., cash flow dividedibkt service costs) of at least 50:1 (tested mghthl

The Credit Facility is secured by a general seg@a@ireement over all of the Company’s assets asigranents of
mortgages and insurance, all having first prioiityfavour of CWB, and guarantees from the Managlee,
Company’s President, H. Tina Mu, and Managing DoecYu (Peter) Yang.

Any funds borrowed under the Credit Facility arpagable on demand with interest at CWB’s prime gltes
1.25% per year. The Company pays CWB an administrfee for the Credit Facility of $600 per month,
quarterly audit fee of $400, an annual renewalde82,500 and a monthly standby fee of 0.25% par yé¢ the
difference between the amount borrowed and the atrauailable to be borrowed under the Credit Facili

As of the date of this Offering Memorandum, to km®wledge of the Company, the Company has compliga
and is currently in compliance with, all of the udg@ments in the Credit Facility.

ITEM 3
INTERESTS OF DIRECTORS, MANAGEMENT, PROMOTERS AND P RINCIPAL HOLDERS

Gentai Capital Corporation is the Manager of thenfBany pursuant to the terms and conditions of th@adement
Agreement. The head office of the Manager is ktatt 110 - 8228 Westminster Highway, Richmond MBX 1A6.
The Manager is a corporation incorporated undelative of British Columbia.

The Manager is an affiliate of the Company. Theent directors and officers of the Company are disectors and
officers of the Manager.
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-22-

Compensation and Securities Held

The following table sets out information about edalector, officer and promoter of the Company aadh person
who directly or indirectly beneficially owns or dools 10% or more of any class of voting securitédsthe
Company (a “principal holder”).

Name and
municipality of

Positions held
(e.g., director,
officer, promoter
and/or principal
holder) and the
date of obtaining

Compensation paid
by issuer or related
party in the most
recently completed
financial year and
the compensation
anticipated to be
paid in the current

Number, type and
percentage of securities
of the issuer held after

completion of min.

Number, type and
percentage of securities
of the issuer held after

completion of max.

principal residence that position financial year offering™ offering®)
JIA, Chen Principal Holder N/A 40 Common Shares 40 Common Shares
0, 0
North Vancouver, BC October 1, 2015 (10.0%) (10.0%)
JIN, Zi Principal Holder N/A 40 Common Shares 40 Common Shares
1 0, 0
Richmond, BC October 1, 2015 (10.0%) (10.0%)
104,671 Class A Preferred104,671 Class A Preferred
Shares (0.17% Shares (0.07%
XIAO, Lu Principal Holder N/A 40 Common Shares 40 Common Shares
0, 0
Vancouver, BC October 1, 2015 (10.0%) (10.0%)
MU, Hongyu Tina President, Director N/A® 100 Common Shares 100 Common Shares
Vancouver, BC and Principal (25.0%) (25.0%)
Holder
October 16, 2012
NI, Yongmei Principal Holder N/A 100 Common Shares 100 Common Shares
i 0, 0
Richmond, BC October 16, 2012 (25.0%) (25.0%)
PENG, Dingyuan Principal Holder N/A 40 Common Shares 40 Common Shares
i i 0, 0
Chongging, China November 24. (10.0%) (10.0%)
2015 51,074 Class A Preferred 51,074 Class A Preferred
Shares (0.08% Shares (0.04%
YANG, Yu (Peter) Managing Director N/A® - -
Vancouver, BC and Corporate
Secretary
October 16, 2012
YOU, Yufeng Principal Holder N/A 40 Common Shares 40 Common Shares
New Westminster, BC (10.0%) (10.0%)

October 1, 2015

(1) Includes shares beneficially held, directlyimdirectly, or over which control or direction éxercised, by such person but
does not include shares held jointly with a spoéseounts are as of the date of this Offering Memdtan and are subject to
change resulting from share issuances and redemspfercentages are calculated based on the nwinblesires outstanding in

each class.

(2) The Company’s President and Managing Diredtonot receive any remuneration from the Comparyae remunerated

by the Manager.
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3.2 Management Experience

The following table sets out the principal occupasi of the directors and senior officers of the @any and Manager
over the past five years and any relevant expegigna business similar to the Company’s business:

Position with the Position with the Principal Occuaption and Related
Name Company Manager Experience
MU, H. Tina President and Directo| President and Director] H. Tina Mu is the President (since October

2012) and co-founder of the Company and
the Manager. She is also the President (since
May 2010) and co-founder of Acer
Mortgage Lending Corp. (“Acer”) (a
mortgage brokerage company doing business
as Dominion Lending Centres Acer
Mortgage).

Tina has over 16 years experience in fthe
financial services, real estate and mortgage
industries. She received her Master |of
Business Administration degree from
University of Wollongong, Australia i
1999, and is Certified Financial Planner
(2004) and a licensed Sub-Mortgage Broker
of the Company, the Manager and

Has an MBA and is a Certified Financial
Planner (CFP) and a licensed Sub-Mortgage
Broker of Genesis, the Manager and Acer,

YANG, Yu (Peter) Managing Director Corporate Secretary | Yu (Peter) Yang is the Managing Director
and Director and Director (since October 2012) and co-founder of the
Company and the Manager. He is alsp a
director (since May 2010) and co-founder|of
Acer.

Peter has over 15 years of experience in|the
financial services, real estate and mortgage
industries. He received his Bachelor of Arts
from Sichuan Foreign Language Institute|in
1991 and is a licensed Sub-Mortgage Broker
of the Manager.

3.3 Penalties, Sanctions and Bankruptcy

No penalty or sanction or any declaration of baptay, voluntary assignment in bankruptcy, propasader any
bankruptcy or insolvency legislation, proceedinggangement or compromise with creditors, appointn@d a
receiver, receiver manager or trustee to hold a$set been in effect during the last ten yearsiagar with regard to
any:

€) director, senior officer or control person of tbempany or Manager, or

(b) any issuer that a person or company referred tl)Jrabove was a director, senior officer, or
controlperson of at that time.
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3.4 Loans

There are no debentures or loans due to or fronditleetors, management, promoters or principal érslabf the
Company as at the date of this Offering Memorandum.

ITEM 4
CAPITAL STRUCTURE

4.1 Share Capital

The following are the details of the outstandingusiies of the Company as of the date of this ifg
Memorandum:

Number
Outstanding as of Number
Number Price the date of this Outstanding Number
Authorized to per Offering after min. outstanding after
Description of Security be Issued Security Memorandum Offering max. Offering

Common Shares unlimited $1.00 400 400 400
Class “A” Preferred Shareg unlimited $1.p0 50,789,p 50,739,965 130,739,965
Class “B” Preferred Shares unlimited $1.00 10,488 [1 10,463,185 10,463,185
Class “C” Preferred Shareg unlimited $1/00 0 0 0
Class “D” Preferred Shareq unlimited $1.,00 0 0 0

(1) There are no options, warrants nor other s@esiconvertible into Common Shares or PreferredrSs.
4.2 Long Term Debt Securities

The Company'’s current and long term indebtedneas fsllows:

Description of long term
debt (including whether Amount outstanding at
secured) Interest rate Repayment terms December 22, 2017
Current
Demand Loarf" CWB prime rate + 1.25% Interest payable monthly $ 14,936,636
& Principal repayable on
demand
Long Term
Term Loans | - - nil

(1) The Demand Loan is described under Item 2.7t&kla Agreements — Credit Facility”.
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Within the last 12 months, the Company has isseddlowing Preferred Shares:
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Date of Issuance and

Number of Securities

Type Issued Price per Security Total Funds Received
Class A Preferred Shares

January 2017 1,632,500 $1.00 $1,632,500
February 2017 3,251,000 $1.00 $3,251,000
March 2017 2,987,129 $1.00 $2,987,129
March 2017 8,433 $1.00* $8,433
April 2017 3,246,000 $1.00 $3,246,000
May 2017 2,232,944 $1.00 $2,232,944
June 2017 3,909,505 $1.00 $3,909,505
June 2017 21,889 $1.00* $21,889
July 2017 5,794,744 $1.00 $5,794,744
August 2017 3,508,731 $1.00 $3,508,731
September 2017 4,378,313 $1.00 $4,378,313
September 2017 794,249 $1.00** $794,249
October 2017 3,514,000 $1.00 $3,514,000
November 2017 0.00 $1.00 $0
December 2017 100,000 $1.00 $100,000
Total 35,379,467 $35,379,467
Class B Preferred Shares

September 2017 622,976 $1.00** $622,976

* Issued in lieu of the Company’s quarterly cdshdend at a deemed price of $1.00 on March 3172thd June 30,

2017.

** |ssued in lieu of the Company’s annual cashdivid at a deemed price of $1.00.
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4.4 Redemption History

The Company has redeemed Preferred Shares foetioglp indicated, as follows:

Class A Preferred Shares
Redemption Requests

Financial Opening Outstanding Received during Paid Out during Ending Outstanding

Year Requests Financial Year Financial Year Requests

2015 0 $0| 15 $2,750,804 15 $2,750,804 O $0
2016 0 $0| 19 $11,251,242 19 $11,251,242 0 $0
2017 0 $0| 58 $17,147,205 58 $17,147,205 O $0
2018Y 0 $0| 20 $5,768,332 20 $5,768,332 0 $0

(1) Financial period from October 1, 2017 to thagedf this Offering Memorandum.

Class B Preferred Shares

Redemption Requests
Financial Opening Outstanding Received during Paid Out during Ending Outstanding
Year Requests Financial Year Financial Year Requests
2015 0 $0 39 $15,092,863 39 $15,092,863 0 $0
2016 0 $0 20 $10,236,760 20 $10,236,760 O $0
2017 0 $0| 16 $5,469,669 16 $5,469,6869 O $0
2014V 0 $0| 4 $552,425 4 $552,425 0 50

(1) Financial period from October 1, 2017 to thagedf this Offering Memorandum.

The has paid all redemption requests in full ugiagh on hand, and, when necessary, funs availatdkr the Credit
Facility. The Company expects to redemptions reguese

We paid all redemption requests in full using casthand and, if necessary, funds available fronCitezlit Facility.
We expect redemptions to continue approximatelpeg have for the last two financial periods anchdbexpect that
such redemptions will cause any adverse effecheCbmpany’s operations or payment of income Higtions

ITEM 5
SECURITIES OFFERED

5.1 Terms of Preferred Shares

The Company is offering up to 80,000,000 Class Ph&ferred shares, without par value (which arenedeto herein
as the “Preferred Shares) pursuant to this Offévieghorandum.

In addition to the Class A Preferred shares, thegamy is authorized to issue the following shares:
(a) Common shares, without par value (each, a “Comnitanes);

(b) Class “B” Preferred shares, without par value (eaciClass B Share”);
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(c) Class “C” Preferred shares, without par value (gacitlass C Share”); and

(d) Class “D” Preferred shares, without par value (eactiClass D Share, and together with the
Preferred Shares, the Class B Shares and theClakares, the “Preferred Classes”).

The principal rights and restrictions attachingh® capital of the Company are as follows:

Class Annual Dividend Redemption Redemption Amount Voting
Preferred| 8% One year from $1.00 No
Shares issuance
Class B | Pro rata share of net Immediately Net book value (which is expected to|be No
Shares | income after $1.00) per share, less a discount of:
payment of * 4% if redeemed within first 12 months from
dividends on Class issuance;
A shares * 3% if redeemed between 13 to 24 months

from issuance;
* 2% if redeemed between 25 to 36 months
from issuance; and
* 1% if redeemed between 37 to 48 months
from issuance.
No discount if redeemed after 48 months from

issuance.
Class C | Pro rata share of nef Immediately Net book value (which is expected to|be No
Shares | income after $1.00) per share, less a discount of:
payment of * 3% if redeemed within first 12 months from
dividends on Class issuance;
A shares * 2% if redeemed between 13 to 24 months

from issuance; and
* 1% if redeemed between 25 to 36 months
from issuance.
No discount if redeemed after 36 months from

issuance.
Class D | Pro rata share of ne{ Immediately Net book value (which is expected to|be No
Shares | income after $1.00) per share, less a discount of:
payment of * 2% if redeemed within first 12 months from
dividends on Class issuance; and
A shares * 1% if redeemed between 13 to 24 months

from issuance.
No discount if redeemed after 24 months from
issuance.

All of the Company’s shares issued to date are tlaosk issued pursuant to this Offering Memorandulirbe, fully
paid and non-assessable.

Voting

The Preferred Classes do not have any right toaexatept in respect of any amendment to speciaisrigihd privileges
attaching thereto. The Common Shares are entilgdte, and each has one vote at every meetingpoélsolders.

Distribution of Profits

Each financial year, the Company distributes tohblelers of the Preferred Classes all of the Coryiparet profits
and half of the net capital gains for that finahgiar. This is done through four distributionsetach Preferred Class
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outstanding as at the end of the first, secondthind financial quarters, with the fourth and firdbtribution being
made within 90 days after the financial year etk @istributions may be made by the issuance tfiduPreferred
Classes or by way of cash, or a combination of lasttelected by the shareholder.

Redemption of Shares

Holders of the Preferred Classes may require usdeem some or all of their Preferred Classes byglisg a request
for redemption by registered mail or courier to @@mpany. Preferred Classes will be redeemed oordhly basis
provided the Company is given at least 30 daysceotif redemption. The Company may, without notize
shareholders, change the redemption provisionsitoiad redemptions as set out in the Company’s l@gjowhich
provide that the Company is only required to red@eeferred Classes within 90 days of the dateasipe of notice of
redemption, so long as the notice is received dretsre July 8 (being 90 days before the Company’s financial year
end of September 3 For any redemption, the Company will redeenfe?red Classes at book value at such time
less any applicable discount for early redemptitus @ny unpaid cash distributions and interestetherfrom the
receipt of the request to the date of payment.rAsdipgropriate notice to redeem Preferred Classebdwmn delivered to
the Company, any unpaid cash distributions on théeRed Classes to be redeemed will only be pagash and may
not be used to reinvest in further Preferred Classe

The Company will not redeem Preferred Classesdh sedemption would result in the Company not nneethe
requirements for a MIC under the Tax Act or theventy requirements of tHBusiness Corporations A¢British
Columbia).

Transferability

The Preferred Classes are subject to restrictinrisansfer as contained in the Company’s Articled as imposed by
applicable securities legislation. See Item 10 dReRestrictions”.

The Company’s Articles provide that a holder ofraf@red Class hareholder cannot transfer any ef treferred
Shares without the consent of the Company’s BofRirectors. The Company will permit transfers tetareholder’s
Deferred Plan or a Deferred Plan owned by the kb#der’'s spouse.

The Tax Act requires that a MIC have no fewer tt2dnh shareholders and no one shareholder (includieg t
shareholder’s spouse and children under 18, angaoies controlled by any of them and the sharehotdehold
more than 25% of its issued shares. Accordingly@bmpany’s Articles also prohibit any transfesbéres if it would
result in the Company having fewer than 20 shadshe| in any one shareholder holding more than a26%sued
shares or any other situation that would be contasuch requirements.

Conversion
The Preferred Classes are not convertible intoosimgr form of share or security of the Company.
Liquidation

Upon liquidation, dissolution or wind-up, the preds after payment of all expenses and outstanddebtedness will
be paid to the holders of the Preferred Classgsdportion (and up to) the amount paid to the Camgpfar such
Preferred Classes. If any net proceeds remairhdliers of Common Shares will share in the remgipiroceeds in
proportion (and up to) the amount paid to the Camipgiar such Common Shares. Finally, if any net peats still
remain, the holders of the Common Shares and PedfeClasses shall equally split such remaining ge&ds in
proportion to the number of shares (Common anceReaf) held. Since the Company pays out all afétsprofits and
taxable capital gains each year, it is possiblé tra a liquidation, dissolution or winding-up, tlf@mpany’s
shareholders may not be paid the full amount paidhieir shares.

Amendment of Terms

The terms of the Preferred Classes may only be @edely a vote of not less than three-quarterseohtiiders of the
Preferred Classes representing at least threeegsiaftthe outstanding Preferred Classes.
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5.2 Subscription Procedure

The Preferred Shares are conditionally offeredsfand when Subscriptions are accepted by the Gongpal subject
to prior sale. Subscriptions for Preferred Shavidisbe received by the Company subject to rejecto allotment in
whole or in part and the right is reserved to clbgesubscription books at any time without notice.

This Offering is being made in accordance with aiartstatutory prospectus and, where applicablestragon
exemptions contained in securities legislatiorhmjurisdictions in which the Preferred Sharesbaiag offered. Such
exemptions relieve the Company from provisions urstkeh statutes requiring the Company to file aspectus and
utilize a registered securities dealer to sell Fneferred Shares. As such, investors will notivecthe benefits
associated with purchasing the Preferred Sharesigirto a filed prospectus, including the reviéwhe material by
the securities commissions or similar regulatortharity in such jurisdictions, or the benefits asated with the
involvement of such registrants.

In order to subscribe for Preferred Shares, investast be within one of the following categories:

(@)

(b)

()

(d)

()

an “accredited investor” as such term is definedNational Instrument 45-106 (“NI 45-106"),
provided the subscriber delivers a signed risk askedgement form in the form required by NI
45-106, if applicable; or

a resident in British Columbia, who acknowledgewitg received and read a copy of this
Offering Memorandum and delivers a signed risk agkedgement form in the form required by
NI 45-106; or

resident in Manitoba or Yukon, who acknowledgesimgweceived and read a copy of this
Offering Memorandum and delivers a signed risk agkedgement form in the form required by
NI 45-106 and is either:

0] an “Eligible Investor” (as defined in NI 45-106Y); o

(i) purchasing a number of Preferred Shares which haveggregate Subscription Price of
less than $10,000; or

resident in Alberta, Ontario or Saskatchewan, wtimmawledges having received and read a copy
of this Offering Memorandum and delivers a signésk racknowledgement form, including
Schedule 1 Classification of Investors under thée@fg Memorandum Exemption, in the form
required by NI 45-106 and the acquisition costlbecurities acquired by the subscriber who is
an individual in the preceding 12 months does roeed the following amounts:

(0 in the case of a subscriber that is not an “Elgibivestor”, $10,000;
(i) in the case of a subscriber that is an “Eligiloeeistor”, $30,000;
(iii) in the case of a subscriber that is an “Eligiloieelstor” and that received advice from a

portfolio manager, investment dealer or exempt miadealer that the investment is
suitable, $100,000,

provided, however, that the investment limits dibsat in (d)(i) and (ii) above do not apply if the
subscriber is an “accredited investor” or a perdescribed in Section 2.5(1) of NI 45-106; or

acquiring Preferred Shares that have a Subscriptrae of not less than $150,000, provided the
conditions of Section 2.10 of NI 45-106 are satidfi

Notwithstanding the foregoing, Preferred Shares ipayissued pursuant to other available exemptioms the
prospectus requirements of applicable securitgisl&ion provided the conditions of such exemiare satisfied.
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Investors may subscribe for Preferred Shares hynieg to the Company at 110 - 8228 Westminsterhitay,
Richmond, BC V6X 1A6 the following:

€) a completed Subscription Form; and

0] a certified cheque or bank draft in an amount apgpate for the number of Preferred Shares
subscribed for, payable to “Genesis Mortgage Imaest Corp.”

Each investor will also be required to sign twoiespof a Risk Acknowledgment (Form 45-106F4 with&tule 1
Classification of Investors Under the Offering Meammdum Exemption for Alberta, Saskatchewan and r@nta
subscribers), and in accordance with the requirésneinNI 45-106 and, if applicable, two further eézpof a Risk
Acknowledgment Form (Appendix A to BC InstrumentR07). Each investor that is an individual thatalying on
the “accredited investor” exemption in Section @f3NI 45-106 will also be required to sign two cepiof a Risk
Acknowledgment Form (Form 45-106F9), in accordanith the requirements of NI 45-106. In accordandih the
requirements of NI 45-106, the Company will holé gubscription monies advanced by each investoust for the
investor until midnight on the second businessaftey the Subscription Form is signed by the inwest

Each investor will also be required to sign two iespof a Risk Acknowledgment (Form 45-106F4), ditat as
Appendix A to the Subscription Form before sigriing Subscription Form, in accordance with the negoénts of NI
45-106 and two further copies of a Risk AcknowledginForm (Appendix A to BC Instrument 32-517). Eac
investor that is an individual that is relying & t'accredited investor” exemption in Section Z.8|b45-106 will also
be required to sign two copies of a Risk Acknowhedgt Form (Form 45-106F9), in accordance with duglirements
of NI 45-106. In accordance with the requiremerftéNb 45-106, the Company will hold the subscriptioronies
advanced by each investor in trust for the investdil midnight on the second business day afterShbscription
Form is signed by the investor.

Subscriptions received will be subject to rejectiorallotment by the Company in whole or in pafthe Company is
not obliged to accept any subscription. If anyssuiption is not accepted, the Company will prompéturn to the
subscriber the Subscription Form and the money dsing such subscription. Confirmation of acceptnf a

subscription will be forwarded to the subscriber thg Company. The Company reserves the right teectbe

subscription books at any time without noti€e original share certificates are kept by the @amy, in its corporate
records, unless you subscribe for your shares ghraLDeferred Plan, in which case the original esleartificates will

be sent to the financial institution administeriygur Deferred Plan. The Company will provide youhnéa copy of

your share certificate for your records on youruesy.

The Preferred Shares have not been and will naegistered under thenited States Securities Act of 1928
amended, and subject to certain exceptions, malgenoffered or sold in the United States.

All subscription documents should be reviewed by mspective subscribers and their professional adviseprior
to subscribing for Preferred Shares.

ITEM 6
INCOME TAX CONSEQUENCES AND ELIGIBILITY FOR INVESTM ENT

6.1 General

In the opinion of management of the Company, tiieweng sets out a summary of the principal Canadederal
income tax consequences of acquiring, holding dspoding of the Preferred Shares by a Subscriber, @hall
relevant times, is a resident of Canada, deals thithCompany at arm’s length, and who acquirestanids the
Preferred Shares as capital property. This sumriganyot applicable to any Preferred Shareholder lwhic a
“financial institution” or “specified financial ingution” as defined in the Tax Act, or to any heidof Preferred
Shares an interest in which is a “tax shelter itmest” for the purposes of the Tax Act.

This summary is based upon the current provisionghe Tax Act, the regulations made under the Tat A
(the “Tax Regulations”), all specific proposalsamend the Tax Act and the Tax Regulations pubkeigounced
by or on behalf of the Minister of Finance (Canapiadr to the date of this Offering Memorandum dhe current
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published administrative practices of Canada Rexefgency. This summary assumes that all such taggsals
will be enacted as currently proposed but doegaiat into account or anticipate any other changéaw whether
by legislative, government or judicial action anskd not take into account tax legislation or comsitions of any
province, territory or foreign jurisdiction.

You should consult your own professional advisorsot obtain advice on the tax consequences that apply
you. The summary contained in this section is of general nature only and is not exhaustive of all Esible
Canadian federal income tax consequences. It is nottended to be and should not be interpreted as d@al or
tax advice to any particular subscriber.

6.2 Status as a Mortgage Investment Corporation
This summary is based on the assumption that tiep@oy qualifies as a mortgage investment corparatitder
the Tax Act. The Company will qualify as a mortgageestment corporation throughout a taxation yafathe

Company if throughout that taxation year:

(a) the Company is a Canadian corporation as defindlueiifax Act;

(b) the Company’s only undertaking is the investingflofds and it did not manage or develop any real or

immovable property;

(c) no debts are owed to the Company that are secure@a or immovable property situated outside of
Canada;

(d) no debts are owed to the Company by non-residedib®r than debts secured on real or immovable

property situated in Canada;

(e) the Company does not own shares of any corporatbresident in Canada;

() the Company does not own real or immovable profdedgted outside of Canada or any leasehold irtteres

in such property;

(g) the Company has at least 20 shareholders, andrsorpis a “specified shareholder” of the Comparsy, a
that term is defined in 248(1) of the Tax Act anddified by paragraph 130.1(6)(d) of the Tax Act,ieth
generally means a person who alone or togetherthvittperson’s spouse, children under the age cdid,
other related parties, owns more than 25% of thgeid shares of any class of the Company (excepthina
Company is deemed to comply with this requirembraughout its first taxation year if it compliesthvit
on the last day of its first taxation year);

(h) any holders of preferred shares of the Companyl¢éined for the purposes of the Tax Act) have atrig
after payment to them of their preferred dividerats] payment of dividends in a like amount per shar
the holders of common shares (as defined for thegses of the Tax Act) to participate pari passih wie
holders of common shares in any further paymedivdends;

(i) the cost amount of the Company’s property represehy Loans on houses (as defined in section Beof t
National Housing Agtor on property included within a housing projéas defined in section 2 as it read
on June 16, 1999), together with cash on hand apddits with a bank or any other lender whose de&pos
are insured by the Canada Deposit Insurance Cdiporar a credit union, (collectively, the “Qualifyg
Property”) is at least 50% of the cost amount tuf &ll of its property;

()) the cost amount of real or immovable property (idodg leasehold interests therein but excludind rea
property acquired as a consequence of foreclogudefaults on a Mortgage held by the Company) owned
by the Company does not exceed 25% of the cost amout of all of its property; and

(k) where at any time in the year the cost amountécdbmpany of its Qualifying Property is less th#&® &
the cost amount to it of all of its property, therpany’s liabilities throughout the year do noteed three
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times the amount by which the cost amount to ialbfof its property exceed its liabilities, or, whe
throughout the taxation year the cost amount toGbmpany of its Qualifying Property equals or extsee
2/3 of the cost amount of all of its property, thempany’s liabilities do not exceed five times #ount
by which the cost amount to it of all of its profyeexceed its liabilities.

It is intended, and this summary assumes, thaethrersuirements will be satisfied so that the Compaifi qualify
as a mortgage investment corporation at all reletiames. If the Company were not to qualify as artgege
investment corporation, the income tax consequewoetd be materially different from those descrilixtiow.

6.3 Taxation of the Company

As a mortgage investment corporation, the Compaitlyiw computing its taxable income, generally &titled to

deduct the full amount of all taxable dividendsh@tthan capital gains dividends) which it paysimythe year or
within 90 days after the end of the year to theeeithat such dividends were not deductible byGbenpany in

computing its income for the preceding year. As artgage investment corporation is deemed to be digu
corporation for the purposes of the Tax Act, themBany cannot pay capital dividends. However, a gage

investment corporation may declare a capital gdiaglend in an amount equal to the gross amouritsofapital

gains and is entitled to deduct one-half of suefiddnd from its taxable income. As discussed beleapital gains
dividend is taxed in the hands of a Preferred Siwdder as a capital gain arising from a notionajpdsition of

capital property. The combination of the Compangieduction for capital gains dividends and the Rrete

Shareholder’'s deemed capital gain will allow theripany to flow capital gains through to a Prefer&dreholder
on a tax efficient basis. The Company will be sabje tax at the general corporate tax rate. Howeatethis time

the Company intends to declare dividends and dagdtias dividends each year in sufficient amouatseduce its

taxable income to nil. Notwithstanding the foregpithe Company may retain earnings as it may dedrnisable,

for example if required to bring the Net Asset \@aher Preferred Share up to the Subscription Price.

6.4 Taxation of Preferred Shareholders

Dividends other than capital gains dividends whak paid by the Company on the Preferred Shardsbwil
included in the income of a Preferred Shareholdeinterest. Capital gains dividends received byrefdfred
Shareholder will be treated as a realized capdai,gand will be subject to the general rules netpto the taxation
of capital gains.The normal gross-up and dividend tax credit rules d not apply to dividends paid on
Preferred Shares to individuals and trusts, and cquorate holders of the Preferred Shares will not bentitled
to deduct the amount of any dividends paid on theiPreferred Shares from their taxable income.

The cost to a Subscriber of Preferred Shares amjpiursuant to the Offering will equal the purchpsee of the
Preferred Shares plus the amount of any other ne&$® costs incurred in connection therewith. Tast will be
averaged with the cost of all other Preferred Shaedd by the Preferred Shareholder to determieathusted cost
base of each Preferred Share.

A disposition or a deemed disposition of Prefei®@dres (other than to the Company) will give risa tapital gain
(or capital loss) to the extent that the proceddalisposition of the Preferred Shares exceed @eaceeded by) the
adjusted cost base of the Preferred Shares andlispesition costs. Amounts paid by the Company loa t
redemption or acquisition by it of a Preferred $haip to the paid-up capital thereof, will be teghas proceeds of
disposition. Any amount paid by the Company on réemption or acquisition of a Preferred Share lvlécin
excess of the paid-up capital of such Preferredeshidll be deemed to be a dividend and will be udeld in the
income of a holder of Preferred Shares, in accareavith the rules described above.

Fifty percent of any capital gain realized by afémed Shareholder (including capital gains deetoebe realized
as a result of a receipt of a capital gains divitjesill be included in the Preferred Shareholdénsome under the
Tax Act as a taxable capital gain. Subject to @ergpecific rules in the Tax Act, one-half of angpdal loss
realized in a taxation year may be deducted agaimstaxable capital gains realized by the Prefe8leareholder in
that year, in the three preceding taxation yeais any subsequent taxation year.

The taxable capital gains realized by a Preferredréholder that is an individual may give rise lteraative
minimum tax depending upon the Preferred Sharehsldgrcumstances. A Preferred Shareholder thah is
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“Canadian-controlled private corporation” (as definn the Tax Act) may be liable to pay an addaioefundable
tax under Part IV of the Tax Act on certain investrnincome, including amounts in respect of inteagsl taxable
capital gains. The refundable tax is to be addeslitdh corporation’s refundable dividend tax on-handount and
will be eligible for refund upon subsequent paymaftaxable dividends by the Company.

6.5 Eligibility for Investment by Deferred Plans

The Preferred Shares will be qualified investmedntsa trust governed by a registered retirementngmsvplan

(“RRSP”), registered retirement income fund (“RRIFtax-free savings account (“TFSA”), registeredieation

savings plan (“RESP”), registered disability sagirgan (“RDSP”), or tax-free savings account (“TFpAll as

defined under the Tax Act (collectively, “Deferrédans”) at a particular time if the Company quesifas a
mortgage investment corporation under the Tax Acuah particular time and if throughout the calangear in

which the particular time occurs, the Company doashold as part of its property any indebtednedmther by
way of mortgage or otherwise, of a person who ismmannuitant, a subscriber, or a holder, asdlse may be, of
or under the relevant Deferred Plan or of any offenson who does not deal at arm’s length with treason.

Deferred Plans will generally not be liable for taxespect of any dividends received from the Canyp

If the Preferred Shares cease to be a qualifiegsimvent for a Deferred Plan, the Deferred Planhlsubject to a
penalty tax.

Notwithstanding that the Preferred Shares may ladifipd investments for a trust governed by a DreféPlan, the
annuitant, subscriber, or holder of the DeferreanRAill be subject to a penalty tax if the Prefdr&@hares are a
“prohibited investment” for Deferred Plan for therposes of the Tax Act. The Class A Shares willegalty not be
a “prohibited investment” provided that the annuitasubscriber, or holder of the Deferred Plan sledlarm’s
length with the Company for the purposes of the Aeixand does not have a “significant interest’dafined in the
Tax Act, in the Company or in a corporation, parshg or trust that does not deal at arm's lengit the
Company for purposes of the Tax Act. A “significamierest” in a corporation generally means owniersifi 10%
or more of the issued shares of any class of thg#atatock of the corporation (or of any relatedporation), either
alone or together with persons with which the shalder does not deal at arm's length for purpo$éseoTax Act.
Prospective purchasers who intend to hold Preferredshares in a Deferred Plan are urged to consult tlire
own tax advisors to ensure that the Preferred Shasewould not constitute a “prohibited investment” in their
particular circumstances.

Notwithstanding that the Preferred Shares may ladiftgpd investments for a trust governed by an RRSRIF or
TFSA, the annuitant of an RRSP or RRIF or the hotdea TFSA will be subject to a penalty tax if tReeferred
Shares are a “prohibited investment” for the RRBRIF or TFSA for the purposes of the Tax Act. Theférred
Shares will generally not be a “prohibited investitigorovided that the holder or annuitant of the R RRIF, or
TFSA deals at arm’s length with the Company for pleposes of the Tax Act and does not have a ‘figmit
interest”, as defined in the Tax Act, in the Compan in a corporation, partnership or trust thaeslmot deal at
arm's length with the Company for purposes of tlag Act. A “significant interest” in a corporatioregerally
means ownership of 10% or more of the issued shrasy class of the capital stock of the corporafjor of any
related corporation), either alone or together ypigihsons with which the shareholder does not deatra's length
for purposes of the Tax AdRrospective purchasers who intend to hold Preferreé®hares in a RRSP, RRIF or
TFSA are urged to consult their own tax advisors tensure that the Preferred Shares would not constite a
“prohibited investment” in their particular circums tances.

ITEM 7
COMPENSATION PAID TO SELLERS AND FINDERS

The Company may pay a sales fee to registerediesutealers, or where permitted non-registrantan amount not
to exceed 4% of the subscription monies obtaineso persons, payable at the time of the initieé$tment. To the
extent that the Company is responsible for the agrof compensation to securities dealers, thesfandilable to the
Company will be reduced.
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ITEM 8
RISK FACTORS

The purchase of Preferred Shares involves a nuailyesk factors. In addition to the factors setlicelsewhere in this
Offering Memorandum, prospective investors shouolids@er the following factors.

No Guaranteed Return

Although investments in Mortgages will be carefudlyosen by the Company, there is no representatame by the
Company that such investments will have a guardntetirn to Preferred Shareholders, nor that logsésot be
incurred by the Company in respect of such investseThis Offering is not suitable for investorsarcannot afford
to assume significant risks in connection with tierestments.

Nature of Mortgage Backed | nvestments

Investments in Mortgages are affected by genem@hauic conditions, local real estate markets, dehfan leased
premises, fluctuation in occupancy rates, intenasis and operating expenses, and various otherfacThe value of
a real estate property may ultimately depend onctieelit and financial stability of the tenants. vdatments in
Mortgages are relatively illiquid. Such illiquigitwill tend to limit the Company’s ability to chaagts portfolio
promptly in response to changing economic or imdest conditions. Investments in Mortgages on FReaperties
under development may be riskier than investmeniddrtgages on existing Properties.

Conflicts of | nterest

The Manager and the Company are Affiliates and tiegipms between them have not been, and will mptbnducted
at arm’s length. Therefore, the Company will bbjsct to various conflicts of interest arising frats relationship
with the Manager, Affiliates of the Manager, and tificers and directors thereof. In additionyéhmay be situations
where the interests of the Company or its Sharehsldonflict with the interests of the officers aticectors of the
Manager. The risk exists that such conflicts nilt be resolved in the best interests of the Compad the Preferred
Shareholders. However, the Manager will make amysa® involving the Company or the Preferred Shalders in
accordance with its duty to deal honestly and iodg@ith.

Availability of Mortgage | nvestments

The ability of the Company to make investments iorfgages in accordance with its investment polieigisdepend

upon the availability of suitable investments amel amount of Mortgages available. The Companyasithpete with

individuals, partnerships, companies, trusts astitiriions for the investment in the financing e&r properties. Many
of these competitors have greater resources tlea@dmpany or operate with greater flexibility.

Subordinate and Non-Conventional Financing

Subordinate financing which will be carried on le tCompany is generally considered a higher risk frimary

financing. Mortgages will be secured by a chardpckwvis in a first or subsequent-ranking positigoomi or in the
underlying real estate. When a charge on a reglepty is in a position other than first-rankinganeal property, it is
possible for the holder of a prior charge on thal moperty, if the borrower is in default undee tterms of its
obligations to such holder, to take a number abastagainst the borrower and ultimately againstréal property in
order to realize the security given for his lo8uch actions may include a foreclosure actionnoaaion forcing the
real property to be sold. A foreclosure action rhaye the ultimate effect of depriving any persanitg other than a
first-ranking charge the security of the real prope If an action is taken to sell the real prdpeand sufficient
proceeds are not realized from such sale to paglloéfeditors who have prior charges on the prigpéne holder of a
subsequent charge may lose his investment or lpamedf to the extent of such deficiency, unlesgdre otherwise
recover such deficiency from other property owngdthe debtor. The Company intends to make invessnim

Mortgages where the loan exceeds 85% of the vdlubheoReal Property which is mortgaged, which egsethe

typical investment limit for conventional mortgagading.
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Composition of Loan Portfolio

The composition of the Loan Portfolio may vary wydérom time to time and may be concentrated byetyd
mortgage, industry, or geographic region, resulimtihe Loan Portfolio being less diversified thanticipated. A lack
of diversification may result in the Company beiexposed to economic downturns or other eventstbaee an
adverse and disproportionate effect on particylaes of mortgage, industry or geographic region.

Reliance on Management

To the extent that the Company invests in realtegeoperties, Preferred Shareholders will be nglyon the good
faith and expertise of the Manager and its prirlsipa selecting such investments and negotiatirgptticing and
other terms of the agreements leading to the aitigni®f such investments.

Potential Liability under Environmental Protection Legidlation

Environmental and ecological legislation and pelichave become increasingly important in recentsyednder
various laws, as the owner of real estate progettie Company could become liable for the costewnfoval or
remediation of certain hazardous or toxic substameteased on, from or in one or more of the prigeer The
failure to remove or remediate such substanceanyf may adversely affect the Company’s abilitysédl such a
property or to borrow using a property as colldtera

Marketability of Preferred Shares

There is currently no market for the Preferred 8haand it is not anticipated that any market wélelop. The
Preferred Shares are not transferable, exceptpas\agal by the Company. Consequently, holders efiefred Shares
will not be able to resell their Preferred SharBee ltem 10 “Resale Restrictions”.

Redemption Matters

Changes in economic conditions and other factons caase Preferred Shareholders to redeem theerRrdfShares
and could cause a shortfall in funds available #ethwedemptions or dividends to the Preferred Blbdders. The
directors of the Company may determine that fumdshat currently available for the payment of tedemption price
of any Preferred Shares in respect of which théeRezl Shareholder has requested a Redemptiorhichwase the
Company may elect to delay payment or pay the rptliemprice for such Preferred Shares. To the éxtenaverage
share capital per Preferred Share is less thanettiemption price, a portion of the redemption prieed will
represent a taxable dividend rather than repaywoferapital.

Tax Matters

The return on the Preferred Shareholder’s investrirethe Preferred Shares is subject to changegSaimadian
federal and provincial tax laws, tax proposals,eotovernmental policies or regulations and govemtal,

administrative or judicial interpretation of thers& There can be no assurance that tax laws, tgogals, policies
or regulations, or the interpretation thereof, wilit be changed in a manner which will fundameyntalier the tax
consequences to Preferred Shareholders acquistdjng or disposing of Preferred Shares.

If, for any reason, the Company fails to maintasqualification as a mortgage investment corporatinder the
Tax Act, dividends paid by the Company on the Rretk Shares will cease to be deductible from then@any’s
income and the Preferred Shares may cease to tieglvestments for Deferred Plans. See Itenmir@éme Tax
Consequences and Eligibility for Investment”.

Other Activities of the Manager
The Manager is not in any way limited or affected$ ability to carry on business ventures fooitg account and for

the account of others and may be engaged in thership, acquisition and operation of businessegchmompete
with the Company. In addition, the Manager andAfffiates may establish in the future other intraent vehicles
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which have or may have investment objectives thattlee same as or similar to those of the Compadyt@ act as
adviser and/or Manager to such vehicles.

Borrowing

The Company may from time to time borrow fundsricréase the mortgage portfolio. Borrowings wowddsbcured
by Mortgages in the Company’s portfolio. This abircrease the risk of the Company’s insolvency.

ITEM 1
REPORTING OBLIGATIONS

Because the Company is not a “reporting issuertiefied in the applicable securities legislatidre tontinuous
reporting requirements of those statutes do notrgély apply to the Company.

The Company is not required to send you any documéson an annual or ongoing basisThe Company will,
however, on or before that date which is 90 dajls\viing the end of the Company’s Fiscal Year, pdavio each
Preferred Shareholder audited financial statements all other information required to file Canadianome tax
returns.

ITEM 2
RESALE RESTRICTIONS

The Preferred Shares will be subject to a humbeesdle restrictions, including a restriction cadtng. Until the
restriction on trading expires, subscribers wilt be able to trade the Preferred Shares unlesscthayply with an
exemption from the prospectus and registrationirements under securities legislation. For subecsilvesident in
British Columbia, unless permitted under securigggslation, Investors cannot trade the securiigfere the date that
is four months and a day after the date the Compangmes a reporting issuer in any province oitéeyrof Canada.
The Company does not intend to become a repodswger at any time, with the result that the Prete8hareholders
may never be able to trade or re-sell their Prefe8hares.

ITEM 3
PURCHASERS’ RIGHTS

If you purchase these securities, you will havaaderrights, some of which are described below.r iRformation
about your rights you should consult a lawyer.

Two Day Cancellation Right - You can cancel youb&uription Agreement to purchase these securiff@sdo so,
you must send a notice to the Company by midnighthe 2nd business day after you sign the subgmmipt
agreement to buy the securities.

Statutory Rights of Action in the Event of a Misregesentation

Applicable securities laws in the offering juristiicis provide you with a remedy to sue to canceiryagreement to
buy the Preferred Shares or for damages if thierdff Memorandum, or any amendment thereto, cantain
misrepresentation. Unless otherwise noted, in $kigtion, a Misrepresentatiori means an untrue statement or
omission of a material fact that is required testaged or that is necessary in order to make anséatt in this Offering
Memorandum not misleading in light of the circumsies in which it was made.

These remedies are available to you whether oymotrelied on the misrepresentation. However, tlageevarious
defences available to the persons or companieg/thahave a right to sue. In particular, they hawdefence if you
knew of the misrepresentation when you purchasedéurities. In addition, these remedies, or aotiith respect
thereto, must be exercised or delivered, as the o@sy be, by you within the strict time limit prabed in the
applicable securities laws.
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The applicable contractual and statutory rights samnmarized below. Subscribers should refer toaiglicable
securities laws of their respective offering Juadn for the particulars of these rights or cdhsvith professional
advisors.

Investors in British Columbia, Alberta and Manitoba

If you are a resident in British Columbia, AlbedaManitoba and this Offering Memorandum, togethih any
amendments hereto, contains a misrepresentatiorhawee a statutory right to sue:

(a) the Company to cancel your agreement to buy thiefPeel Shares; or

1.1 for damages against the Company, every person vaisoavdirector of the Company at the date of
this Offering Memorandum, and every person or camgpavho signed this Offering
Memorandum.

If a misrepresentation is contained in a recordfiporated by reference in, or is deemed to be parated into, this
Offering Memorandum, the misrepresentation is dektode contained in this Offering Memorandum.

This statutory right to sue is available to you tilee or not you relied on the misrepresentationweleer, there are
various defences available to the persons or coiapahat you have a right to sue. In particulaeytthave a
defence if you knew of the misrepresentation whem gurchased the Preferred Shares. If you intemdlyoon the
rights described in (a) or (b) above, you mustaaevihin strict time limitations.

In British Columbia and Alberta you must commenoaryaction to cancel the agreement within 180 cHies the
transaction or commence your action for damagesiwithe earlier of: (i) 180 days after learning thie
misrepresentation, or (ii) three years after thagaction.

In Manitoba, you must commence your action to catite agreement within 180 days after the transactr
commence your action for damages within the eaofiefi) 180 days after learning of the misrepreéagon, or (ii) two
years after the day of the transaction.

Investors in Ontario

If you are a resident of Ontario and there is arepigsentation in this Offering Memorandum, togethigh any
amendment to it, you have a statutory right to sue:

€) the Company to cancel your agreement to buy thiefPeel Shares; or
(b) for damages against the Company.

This statutory right to sue is available to you thiee or not you relied on the misrepresentationvéicer, there are
various defences available to the persons or coiep#mt you have a right to sue. In particulagythave a defence if
you knew of the misrepresentation when you purchdke Preferred Shares. If you intend to rely om tights
described in (a) or (b) above, you must do so wigitiict time limitations.

You must commence your action to cancel the agreewi¢hin 180 days after you signed the agreemepurchase
the Preferred Shares.

You must commence your action for damages withengidrlier of: (i) 180 days after learning of thesrapresentation;
or (ii) three (3) years after you signed the agemnto purchase the Preferred Shares.

A misrepresentation is defined in tBecurities Ac{Ontario) as an untrue statement of a materialdiaan omission to
state a material fact that is required to be statethat is necessary in order to make any statemhenein not
misleading in light of the circumstances in whitlsimade. A material fact, when used in relatmsecurities issued
or proposed to be issued, is defined in Bexurities Act(Ontario) as a fact that significantly affects, would
reasonably be expected to have a significant effiecthe market price or value of such securities.
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Investors in Saskatchewan

If you are resident in Saskatchewan and this @ffelklemorandum, together with any amendments heretdains a
misrepresentation, subject to certain limitatigms) have a statutory right to sue:

(a) the Company to cancel your agreement to buy thizfPeel Shares; or
(b) for damages against:
0] the Compnay, every person who was a director orpitemoter of the Company,

respectively, at the date of this Offering Memonamd

(i) every person or company whose consent has bednrdgpecting the Offering, but only
with respect to reports, opinions or statementsthae been made by them,

(iii) every person who, or company that, in additiorhtoggersons or companies mentioned in
clauses (i) and (ii), signed this Offering Memoramg and

(iv) every person who, or company that, sells the RegfeBhares on behalf of the Company
under this Offering Memorandum.

This statutory right to sue is available to you thiee or not you relied on the misrepresentationvéier, there are
various defences available to the persons or coip#mt you have a right to sue. In particulagythave a defence if
you knew of the misrepresentation when you purchdke Preferred Shares. If you intend to rely om tights
described in (a) or (b) above, you must do so wigitiict time limitations.

You must commence your action to cancel the agreewi¢hin 180 days after you signed the agreemepurchase
the Preferred Shares.

You must commence your action for damages withéneidrlier of: (i) one year after learning of thesrapresentation;
or (ii) six (6) years after you signed the agreeimepurchase the Preferred Shares.

In addition, subject to certain limitations, wheney advertising or sales literature (as such tearasdefined in the
Saskatchewan securities legislation) disseminatedonnection with the offering contains a misrepngation, a
purchaser who purchases Preferred Shares referiadhat advertising or sales literature has htrig action against
the Company, every promoter and director of the oy, and every person who or company that sedtefed

Shares under the offering with respect to whichaitheertising or sales literature was dissemindtedddition, subject
to certain limitations, where an individual makesverbal statement to a prospective purchaser thatains a
misrepresentation relating to the Preferred Stemdshe verbal statement is made either beforeremporaneously
with the purchase of Preferred Shares, the purchasea right of action for damages against thiviohaal who made
the verbal statement.

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

You should consult your own legal advisers with respect to your rights and the remedies available to you. The
rights discussed above are in addition to and without derogation from any other rights or remedies, which you
may have at law.
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ITEM 4
FINANCIAL STATEMENTS



Financial Statements
(Expressed in Canadian dollars)

GENESIS MORTGAGE
INVESTMENT CORP.

Year ended September 30, 2017



KPMG LLP

PO Box 10426 777 Dunsmuir Street
Vancouver BC V7Y 1K3

Canada

Telephone (604) 691-3000

Fax (604) 691-3031

INDEPENDENT AUDITORS' REPORT
To the Shareholders of Genesis Mortgage Investment Corp.

We have audited the accompanying financial statements of Genesis Mortgage Investment
Corp., which comprise the statement of financial position as at September 30, 2017, the
statements of income and comprehensive income (loss), changes in equity and cash flows
for the year then ended, and notes, comprising a summary of significant accounting policies
and other explanatory information.

Management's Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

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

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



Genesis Mortgage Investment Corp.
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Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of Genesis Mortgage Investment Corp. as at September 30, 2017 and its results of
operations and its cash flows for the year then ended in accordance with International
Financial Reporting Standards.

Comparative Information

The financial statements of Genesis Mortgage Investment Corp. as at and for the year
ended September 30, 2016 were audited by another auditor who expressed an unmodified
opinion on those financial statements on December 22, 2016.

Kins 4
bt

Chartered Professional Accountants

December 22, 2017
Vancouver, Canada



GENESIS MORTGAGE INVESTMENT CORP.

Statement of Financial Position
(Expressed in Canadian dollars)

September 30, 2017, with comparative information for 2016

Note 2017 2016
Assets
Cash $ 953 § 4,072
Prepaid expenses 4,944 -
Mortgage receivable 5 74,625,116 53,920,630
Foreclosed property held-for-sale 8 1,408,504 1,301,250
$76,039517 $§ 55,225,952
Liabilities and Shareholders' Equity (Deficiency)
Bank indebtedness 6 $ 11,327,603 $ 9,414,203
Accounts payable and accrued liabilities 30,288 137,541
Distribution payable to preferred shareholders 9 689,270 486,407
Due to related parties 7 242,234 77,511
Redeemable preferred shares 9 63,895,971 45,256,139
76,185,366 55,371,801
Shareholders’ equity (deficiency):
Share capital 9 400 400
Retained earnings (deficit) (146,249) (146,249)
(145,849) (145,849)
$76,039,517 $ 55,225,952
See accompanying notes to financial statements.
Approved on behalf of the Board:
v e -
Z Director ,/ Director

Peter Yang ¢ Tina Mu



GENESIS MORTGAGE INVESTMENT CORP.

Statement of Income and Comprehensive Income (loss)

(Expressed in Canadian dollars)

Year ended September 30, 2017, with comparative information for 2016

Note 2017 2016
Revenue:
Mortgage interest $ 5,999,692 $ 4,718,342
Other income 50,394 49,859
6,050,086 4,768,201
Expenses:

Advertising and promotion 151,472 115,694
Bank charges 19,900 17,044
Commitment fee 25,000 10,000
Interest 385,469 345,301
Licenses, dues and fees 10,179 10,862
Management fees 7 1,350,709 991,282
Office and miscellaneous 24,939 16,572
Professional fees 43,902 71,691
2,011,570 1,578,446

Income before other item 4,038,516 3,189,755
Impairment on foreclosed property held-for-sale - 143,838
Net income before distributions on preferred shares 4,038,516 3,045,917
Distributions to preferred shareholders 4,038,516 3,215,789
Net income (loss) and comprehensive income (loss) $ - $ (169,872)

See accompanying notes to financial statements.



GENESIS MORTGAGE INVESTMENT CORP.

Statement of Changes in Equity
(Expressed in Canadian dollars)

Year ended September 30, 2017, with comparative information for 2016

Issued capital Retained Shareholders’

Number of earnings equity

shares Amount (deficit) (deficiency)

Balance, September 30, 2015 400 $ 400 $ 23,623 $ 24,023

Comprehensive loss - - (169,872) (169,872)

Balance, September 30, 2016 400 400 (146,249) (145,849)
Comprehensive loss - - - -

Balance, September 30, 2017 400 $ 400 $ (146,249) $ (145,849)

See accompanying notes to financial statements.



GENESIS MORTGAGE INVESTMENT CORP.

Statement of Cash Flows
(Expressed in Canadian dollars)

Year ended September 30, 2017, with comparative information for 2016

2017 2016
Cash provided by (used in):
Cash flows from operating activities:
Net income (loss) $ - $ (169,872)
Items not involving cash:
Impairment on asset held-for-sale - 143,838
Interest income (5,999,692) (4,718,342)
Dividends declared 4,038,516 3,215,789
(1,961,176) (1,528,587)
Accounts receivable - 500
Prepaid expenses (4,944) 5,000
Accounts payable and accrued liabilities (107,253) 129,062
Due to related parties 164,723 (287,910)
Deferred revenue 758,590 264,917
Foreclosed property held-for-sale (107,254) (181,014)
Distribution payable to preferred shareholders 202,862 486,407
(1,054,452) (1,111,625)
Interest received 5,793,117 4,644,640
Net cash provided by operating activities 4,738,665 3,533,015
Cash flows from financing activities:
Proceeds from issuance of redeemable preferred shares 39,809,160 36,429,804
Redemption of redeemable preferred shares (22,616,875) (21,488,002)
Dividends paid (2,590,969) (1,827,103)
Increase in loans 956,000 4,400,000
Repayment of loans (956,000) (4,755,000)
Net cash provided by financing activities 14,601,316 12,759,699

Cash flows from investing activities:
Mortgage investments

(71,160,500)

(62,713,000)

Proceeds from mortgage investments 49,904,000 44,235,760
Net cash used in investing activities (21,256,500) (18,477,240)
Decrease in cash (1,916,519) (2,184,526)
Bank indebtedness, beginning of year (9,410,131) (7,225,605)

Bank indebtedness, end of year

$ (11,326,650)

$ (9,410,131)

Bank indebtedness represented by:
Cash at bank
Bank overdraft

$ 953
(11,327,603)

$ 4,072
(9,414,203)

$ (11,326,650)

$ (9,410,131)

See accompanying notes to financial statements.



GENESIS MORTGAGE INVESTMENT CORP.

Notes to Financial Statements
(Expressed in Canadian dollars)

Year ended September 30, 2017

1.

Nature of operations and going concern:

Genesis Mortgage Investment Corp. (the “Company”) is a non-bank lender domiciled in Canada.
The Company’s corporate office and principal place of business is located at 110 - 8228
Westminster Highway, Richmond, British Columbia, V6X 1A6. The Company was incorporated
under the Business Corporations Act of British Columbia on October 16, 2012.

The investment objective of the Company is to provide preferred shareholders with income
generated from a diversified portfolio of mortgage loan investments (also referred to as
mortgages), while preserving the Company’s capital. The Company engaged Gentai Capital
Corporation, formerly known as Genesis Capital Corporation (the “Fund Manager”), as the fund
manager of the Company responsible for the day to day operations and providing all general
management and administrative services of the Company’s mortgage loan portfolio. Gentai
Capital Corporation is a related company with certain common directors and officers.

Basis of preparation:
(a) Statement of compliance:

These financial statements have been prepared in accordance with the International
Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards
Board (“IASB”).

These financial statements (including comparative figures) were approved by the Board of
Directors on December 22, 2017.

(b) Basis of measurement:

These financial statements are prepared on an accrual basis and are based on historical cost
basis except for foreclosed properties held for sale which are measured at fair value.

(c) Functional and presentation currency:

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



GENESIS MORTGAGE INVESTMENT CORP.

Notes to Financial Statements (continued)
(Expressed in Canadian dollars)

Year ended September 30, 2017

2. Basis of preparation (continued):
(d) Use of estimates and judgments:

The preparation of financial statements in compliance with IFRS requires management to
make certain critical accounting estimates, assumptions and judgments that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the reporting date and the reported amounts of revenue and expenses during the reporting
period. It also requires management to exercise judgment in applying the Company’s
accounting policies.

The significant estimates and judgments used in determining the recorded amount for assets
and liabilities in the financial statements are as follows:

Mortgage investments

The company is required to make an assessment of whether the mortgage investments are
impaired. Mortgage investments are considered to be impaired only if objective evidence
indicates that one or more events have occurred after its initial recognition, that have a
negative effect on the cash flows of that asset. These estimates of future cash flows may
include assumptions regarding local real estate market conditions, interest rates and the
availability of credit, cost and terms of financing, the impact of present or future legislation
and regulation, prior encumbrances and other factors affecting the investments and
underlying security of the investments. These assumptions are limited by the availability of
reliable comparable data, economic uncertainty, ongoing geopolitical concerns and the
uncertainty of predictions concerning future events. Accordingly, by their nature, estimates of
impairment are subjective and do not necessarily result in precise determinations. Should the
underlying assumptions change, the estimated fair value could vary by a material amount.

Foreclosed property held for sale

The Company uses management’s best estimate to determine fair value of the property,
which may involve frequent inspections, engaging realtors to assess market conditions based
on previous property transactions or retaining professional appraisers to provide independent
valuations. Refer to accounting policy note 4 (c) for further information.



GENESIS MORTGAGE INVESTMENT CORP.

Notes to Financial Statements (continued)
(Expressed in Canadian dollars)

Year ended September 30, 2017

3. New accounting standards:

A number of new standards, amendments to standards, are not yet effective for the year ended
September 30, 2017, and have not been applied in preparing these financial statements.
Potential changes are as follows:

(@)

In July 2014, the IASB issued IFRS 9 Financial Instruments, which is the comprehensive
standard to replace IAS 39 Financial Instruments: Recognition and Measurement, and
includes requirements for classification and measurement of financial assets and liabilities. It
also amends the impairment model by introducing a new “expected credit loss” model for
calculating impairment.

The standard is effective for annual periods beginning on or after January 1, 2018 with early
adoption permitted. The Company intends to adopt IFRS 9 in its financial statements for the
annual period beginning on October 1, 2018. The Company is still in the process of
determining the impact of adoption of IFRS 9.

In May 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers. IFRS 15
specifies how and when to recognize revenue as well as requiring specific disclosures to
provide users more relevant information relating to revenue. The standard supersedes
IAS 18, Revenue, IAS 11, Construction Contracts, and a number of revenue-related
interpretations. IFRS 15 will apply to all contracts with customers except for leases, financial
instruments and insurance contracts. The standard is effective for annual periods beginning
on or after January 1, 2018 with early adoption permitted. The Company intends to adopt
IFRS 15 in its financial statements for the annual period beginning October 1, 2018. The
extent of the impact of adoption of IFRS 15 has not yet been determined.

4. Significant accounting policies:

(@)

Cash and cash equivalents:

The Company considers highly liquid investments with an original maturity of three months or
less that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value to be cash equivalents.



GENESIS MORTGAGE INVESTMENT CORP.

Notes to Financial Statements (continued)
(Expressed in Canadian dollars)

Year ended September 30, 2017

4. Significant accounting policies (continued):

(b)

Mortgage investments:

Mortgage investments are initially recognized at fair value plus any attributable transaction
costs and are subsequently measured at amortized cost using the effective interest method.
A mortgage investment is considered impaired when there is objective evidence that there
has been a deterioration of credit quality subsequent to its initial recognition to the extent that
the Company no longer has reasonable assurance as to the timely collection of the full
amount of principal and interest. The Company assesses impairment of mortgage
investments at each reporting date. Estimation and judgement is required as to the timing of
designating a mortgage as impaired and the amount of any provision required. An impairment
loss is calculated as the difference between the carrying amount of the mortgage investment
and the present value of the estimated future cash flows discounted as the original effective
interest rate. Losses are charged to profit or loss for the period. When a subsequent event
causes the amount of impairment loss to decrease, the provision for mortgage losses is
reversed to the profit or loss.

Foreclosed property held for sale:

When the Company obtains legal title of the underlying security of an impaired mortgage
investment, the carrying value of the mortgage investment, which comprises principal, costs
incurred, accrued interest and the related provision for mortgage investment loss, if any, is
reclassified from mortgage investments to foreclosed property held for sale (“FPHFS”). At
each reporting date, FPHFS are measured at fair value, with changes in fair value recorded
in profit or loss in the period they arise. The Company uses management’s best estimate to
determine fair value of the property, which may involve frequent inspections, engaging
realtors to assess market conditions based on previous property transactions or obtaining
property appraisals from independent valuation specialists.

Revenue recognition:

Revenue is recognized when it is probable that the economic benefits associated with the
transaction will flow to the entity and when the amount of the revenue can be measured
reliably.

Mortgage interest income is accounted for using the effective interest method over the term
of the mortgage.



GENESIS MORTGAGE INVESTMENT CORP.

Notes to Financial Statements (continued)
(Expressed in Canadian dollars)

Year ended September 30, 2017

4. Significant accounting policies (continued):

(e)

Income taxes:

It is the intention of the Company to qualify as a mortgage investment corporation (“MIC”)
under section 130.1 of the Income Tax Act (Canada) (the “Tax Act”). A MIC is able to deduct,
in computing its income for a taxation year, dividends paid to its shareholders during the year
or within 90 days of the end of the year to the extent that those dividends were not deducted
previously.

Actual qualification as a MIC will depend upon meeting the various conditions imposed under the
Tax Act throughout the year. Management believes that all conditions necessary for qualification
as a MIC under the Tax Act have been met in the current and all previous reporting periods. In
addition, the Company intends to pay sufficient dividends to its shareholders in the current year
and in future years to ensure that it will not be subject to income taxes. Accordingly, no provision
for current or deferred income taxes has been made for financial statement purposes.

Share capital:

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

Redeemable preferred shares are classified as a liability as they are redeemable at the option of
the holder and are therefore considered current.

Financial instruments:

All financial assets are initially recorded at fair value and classified into one of four categories:
held to maturity, available for sale, loans and receivable or at fair value through profit or loss
(“FVTPL”). All financial liabilities are initially recorded at fair value and classified as either at
FVTPL or other financial liabilities. Financial instruments comprise cash, amounts receivable,
mortgage investments, bank overdraft, accounts payable, distribution payable to preferred
shareholders, loans payable, amounts due to related parties and redeemable preferred shares.
The Company does not use any derivative or hedging instruments. Transaction costs related to
financial instruments other than at FVTPL are capitalized as part of the cost of the financial
instrument.

At initial recognition management has classified financial assets and liabilities as follows:
(i) Financial assets:

The Company has classified its cash at FVTPL. A financial instrument is classified at FVTPL if
it is held for trading or is designated as such upon initial recognition. Financial instruments are
designated at FVTPL if the Company manages such investments and makes purchase and
sale decisions based on their fair value in accordance with the Company’s documented risk
management or investment strategy. Upon initial recognition, attributable transaction costs are
recognized in profit or loss when incurred. Financial instruments at FVTPL are measured at
fair value and changes therein are recognized in income.



GENESIS MORTGAGE INVESTMENT CORP.

Notes to Financial Statements (continued)
(Expressed in Canadian dollars)

Year ended September 30, 2017

4. Significant accounting policies (continued):

(g) Financial instruments (continued):

(i)

(ii)

Financial assets (continued):

Amounts receivable and mortgage investments are classified as loans and receivable.
Loans and receivables are non-derivative financial assets resulting from the delivery of
cash or other assets by a lender to a borrower in return for a promise to repay on a
specified date or dates, or on demand. They are initially recognized at fair value plus
transaction costs that are directly attributable to their acquisition or issue and
subsequently carried at amortized cost, using the effective interest method, less any
impairment losses. Amortized cost is calculated taking into account any discount or
premium on acquisition and includes fees that are an integral part of the effective interest
rate and transaction costs. Gains and losses are recognized in profit or loss when the
loans and receivables are derecognized or impaired, as well as through the amortization
process.

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

Financial liabilities:

The Company has classified its bank overdraft, accounts payable, distribution to
preferred shareholders, loans payable, amounts due to related parties and redeemable
preferred shares as other financial liabilities. Other financial liabilities are non-derivatives
and are recognized initially at fair value, net of transaction costs incurred, and are
subsequently stated at amortized cost using the effective interest method. Any difference
between the amounts originally received, net of transaction costs, and the redemption
value is recognized in profit and loss over the period to maturity using the effective
interest method.

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

(iii) Impairment of financial assets:

At each reporting date the Company assesses whether there is any objective evidence
that a financial asset or a group of financial assets is impaired. A financial asset or group
of financial assets is deemed to be impaired, if, and only if, there is objective evidence of
impairment as a result of one or more events that has occurred after the initial recognition
of the asset and that event has an impact on the estimated future cash flows of the
financial asset or the group of financial assets.
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GENESIS MORTGAGE INVESTMENT CORP.

Notes to Financial Statements (continued)
(Expressed in Canadian dollars)

Year ended September 30, 2017

4. Significant accounting policies (continued):
(h) Provisions:

Provisions are recorded when a present legal or constructive obligation exists as a result of
past events where it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation, and a reliable estimate of the amount of the obligation
can be made.

The amount recognized as a provision is the best estimate of the consideration required to
settle the present obligation at the statement of financial position date, taking into account the
risks and uncertainties surrounding the obligation. Where a provision is measured using the
cash flows estimated to settle the present obligation, its carrying amount is the present value
of those cash flows. When some or all of the economic benefits required to settle a provision
are expected to be recovered from a third party, the receivable is recognized as an asset if it
is virtually certain that reimbursement will be received and the amount receivable can be
measured reliably.

5. Mortgage investments:

2017 2016

Interest in first mortgage $ 23,145,000 $ 6,497,000
Interest in second mortgage 52,232,416 47,623,915
75,377,416 54,120,915

Accrued mortgage interest 660,898 454,323
Deferred mortgage interest (1,413,198) (654,608)

$ 74,625,116 $ 53,920,630

Mortgage investments are secured by real properties to which they relate, bearing interest at a
weighted average interest rate of 10.14% (2016 - 10.0%).

All of the mortgage investments contain a prepayment option, whereby the borrower may repay
the principal at any time prior to maturity, subject to payment of an interest penalty that is specific
to each mortgage.

As part of the assessment of impairment, the Fund Manager routinely reviews each mortgage
investment for changes in credit quality of the mortgage and underlying real estate assets and
determines whether such changes result in the carrying value of the mortgage being in excess of
its fair value. During the current year, the Fund Manager has identified no mortgage investments
subject to impairment. Therefore, no provision has been recorded.The mortgage investments are
used to secure the Company’s line of credit (see note 6).

11



GENESIS MORTGAGE INVESTMENT CORP.

Notes to Financial Statements (continued)
(Expressed in Canadian dollars)

Year ended September 30, 2017

6. Bank indebtedness:

Pursuant to an overdraft lending agreement dated October 28, 2014 and amended on May 11,
2015, March 30, 2016 and December 28, 2016 with the Canadian Western Bank (the “Bank”), the
Company was extended a line of credit (overdraft) of up to $5,000,000 that was increased to
$8,000,000 on May 11, 2015, and subsequently increased to $10,000,000 on March 30, 2016,
and subsequently increased to $15,000,000 on December 28, 2016.

The line of credit is due on demand, and bears interest at the Bank’s prime lending rate plus
1.25% per annum to be repaid monthly. The loan requires a general security agreement of the
Company’s present and future property, general assignment of mortgages and general
assignment of insurance interest held by the Company in favour of the Bank, full liability
guarantee from Gentai Capital Corporation, assignment and postponement of creditor’'s claim
(loans and promissory notes) by Gentai Capital Corporation, and waiver of creditor business line
of credit life insurance executed by the President and Managing Director of Gentai Capital
Corporation. The Company is also required to comply with the Bank’s margin requirements, debt
to tangible net worth ratio, tangible net worth threshold and debt service coverage. The Company
also agreed not to become a guarantor or allow any further encumbrances of its assets without
the Bank’s prior consent.

As at September 30, 2017, the Company has an overdraft of $11,327,603 (2016 - $9,414,203)
including accrued interest of $40,226 (2016 - $30,558) on the line of credit.

7. Related party transactions and balances:

The below related party transactions and balances took place in the normal course of operations
and are not disclosed elsewhere in the financial statements.

(a) Fund manager fees:

Pursuant to a management and administration agreement dated October 1, 2014 with the
Fund Manager, and subsequently amended on January 4, 2016, the Fund Manager agreed
with the Company to provide a complete range of management services including
management, brokerage, supervision and administration of the Company’s entire mortgage
investments portfolio. In consideration of the services provided, the Company agreed to pay a
management fee equal to 2% of the funds under management of the Company, calculated on
a monthly basis and paid on the first business day of the following month. Funds are defined
as the total of (i) the Company’s outstanding preferred share capital, (ii) the upper limit
amount of the Company’s credit facility with its bankers, and (iii) the outstanding amounts
due under other loans borrowed to fund the mortgage investments. If, however, the annual
return for the Company’s Class A Preferred Shares or Class B Preferred Shares is less than
8%, the management fee will be repaid to the Company within three months after the
Company’s fiscal year end so that the Fund Manager shall not receive any management fee
for such preceding fiscal year.

12



GENESIS MORTGAGE INVESTMENT CORP.

Notes to Financial Statements (continued)
(Expressed in Canadian dollars)

Year ended September 30, 2017

7. Related party transactions and balances (continued):
(a) Fund manager fees (continued):

The Fund Manager is a related company with certain common directors and officers
(see note 1).

For the year ended September 30, 2017, the Company incurred management fees of
$1,350,709 (2016 - $991,282) to the Fund Manager.

For the year ended September 30, 2017, the Fund Manager received $366,900 (2016 -
$590,183) of commitment fees as a result of new mortgage investments made during the
year.

As at September 30, 2017, amounts due to the Fund Manager of $242,234 (2016 - $77,511)
are unsecured, non-interest bearing and due on demand.

(b) Related party loan:

During the year ended September 30, 2017, the Company received a loan of $136,000 (2016
- $450,000) from the Fund Manager. The loan was interest bearing at 8% per annum,
unsecured and due on demand. The loan amount of $136,000 plus interest of $176 was fully
repaid in 2017.

(c) Key management personnel:

The compensation to the senior management of the Manager is paid through management
fees paid to the Manager. There was no compensation paid to the Board of Directors.

8. Foreclosed property held-for-sale:

As at September 30, 2017, there is one foreclosed property held for sale (“FPHFS”) (2015- one)
which is recorded at fair value of $1,408,504 (2016 - $1,301,250). The fair value has been
categorized as level 3 fair value, based on inputs to the valuation techniques used based on
internal assessments.

The fair value measurement has been categorized as a level 3 fair value based on inputs to the
valuation techniques used. During the year ended September 30, 2016, the company engaged an
independent real estate broker and an independent professional appraiser to determine the fair
value of the property as of September 30, 2016. At September 30, 2017 the company estimates
the fair value to remain unchanged from 2016 and therefore no adjustment to fair value, other
than capital improvements, has been made. It is management’s expectation that the land will be
sold on or prior to September 30, 2018.

13



Year ended September 30, 2017

GENESIS MORTGAGE INVESTMENT CORP.

Notes to Financial Statements (continued)
(Expressed in Canadian dollars)

8. Foreclosed property held-for-sale (continued):

The changes in the FPHFS during the years ended September 30, 2017 and 2016 are as follows:

Balance, September 30, 2016 $ 1,301,250
Capital improvements 107,254
Capitalized costs 1,408,504
Balance, September 30, 2017 $ 1,408,504

The fair value measurements have been categorized as a level 3 fair value based on inputs to the
valuation techniques used. The key valuation techniques used in measuring the fair values of the

FPHFS are set out in the following table:

Inter-relationship between key

Valuation unobservable inputs and fair
Technique Significant unobservable inputs value measurement
Direct Sales The fair value is based on comparison to The significant unobservable
Comparison recent sales of properties of similar input is adjustments due to

types, locations and quality.

characteristics specific to each
property that could cause the
fair value to differ from the
property to which it is being
compared.

Share capital:

(a) Authorized:

Unlimited number of voting common shares, without par value

Unlimited number of non-voting class A preferred shares without par value

Unlimited number of non-voting class B preferred shares without par value

Unlimited number of non-voting class C preferred shares without par value

Unlimited number of non-voting class D preferred shares without par value

(b) Common shares issued:

400 common shares have been issued for cash at $1.00 per share.

14



GENESIS MORTGAGE INVESTMENT CORP.

Notes to Financial Statements (continued)
(Expressed in Canadian dollars)

Year ended September 30, 2017

9. Share capital (continued):

(c)

Redeemable preferred shares issued:

Class A preferred shares

Class B preferred shares

Numbers Numbers
2017 issued Amount issued Amount
Balance,

September 30, 2016 $ 27,770,499 $ 27,770,499 $ 17,485,640 $ 17,485,640
Issued 39,809,160 39,809,160 - -
Redeemed (17,147,205) (17,147,205) (5,469,670) (5,469,670)
Reinvested dividends 824,571 824,571 622,976 622,976
Transfer of

preferred shares 1,523,929 1,523,929 (1,523,929) (1,523,929)
Balance,

September 30, 2017 $ 52,780,954 $ 52,780,954 $11,115,017 $ 11,115,017

Redeemable preferred shares issued (continued):

Class A preferred shares

Class B preferred shares

Numbers Numbers
2016 issued Amount issued Amount
Balance,

September 30, 2015 $ 1,450,095 $ 1,450,095 $ 27,025,556 $ 27,025,556
Issued 35,179,804 35,179,804 1,250,000 1,250,000
Redeemed (11,251,242) (11,251,242) (10,236,760) (10,236,760)
Reinvested dividends 419,027 419,027 969,659 969,659
Transfer of

preferred shares 1,522,815 1,522,815 (1,522,815) (1,522,815)
Converted from loans 450,000 450,000 - -
Balance,

September 30, 2016 $ 27,770,499 $ 27,770,499 $ 17,485,640 $ 17,485,640

All classes of preferred shares within a class rank equally with respect to dividends, rank
senior to the common shares of the Company and are redeemable at the option of the

holders.

Subject to certain restrictions, preferred shareholders may, on a monthly basis, request
redemption of any or all their outstanding shares by providing 30 days advance notice to the
Company. The Company is not to accept redemptions for preferred shares in the same
calendar month where they represent more than 5% of the total number of preferred shares
outstanding on the redemption date. Should the amount of preferred shares rendered for
redemption exceed the limit, the Company may, at its discretion, redeem all tendered shares,
redeem the shares tendered on a pro rate basis, or suspend redemptions. Class A Preferred
Shareholders can request redemption after holding the shares for 12 months.
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Notes to Financial Statements (continued)
(Expressed in Canadian dollars)

Year ended September 30, 2017

9.

10.

Share capital (continued):
(d) Dividends:

The Company intends to pay dividends to shareholders on a quarterly basis, on or about the
15" day following each quarter.

For the year ended September 30, 2017, the Company declared and paid dividends on
Class A and B preferred shares of $3,349,246 (2016 - $2,729,382), and declared dividends
payable of $689,270 (2016 - $486,407). Of the dividends declared, $2,590,969 (2016 -
$1,827,103) was paid in cash and $1,447,547 (2016 - $1,388,686) was reinvested into the
preferred shares.

(e) Dividend reinvestment plan:

The Company has instituted a dividend reinvestment plan (“DRIP”) available to preferred
shareholders. Under the DRIP, shareholders may enrol to have their cash dividends
reinvested to purchase additional preferred shares of the same class at an amount of $1.00
per share. For the year ended September 30, 2017, total dividends of $1,447,547 (2016 -
$1,388,686) was reinvested in Class A and Class B preferred shares.

Capital management:

The Company manages its capital structure in order to support ongoing operations while focusing
on its primary objectives of preserving shareholder capital and generating a stable monthly cash
dividend to holders of redeemable shares. The Company defines its capital structure as the
common and preference shares of the Company.

The Company reviews its capital structure on an ongoing basis and adjusts its capital structure in
response to mortgage and loan investment opportunities, the availability of capital and anticipated
changes in general economic conditions.

The Company's internally imposed investment restrictions and asset allocation model incorporate
various restrictions and investment parameters to manage the risk profile of the mortgage and
loan investments. The investment restrictions permit the Company to use leverage to maintain
liquidity, for general working capital purposes and to bridge the timing differences between loan
advances, maturities and equity offerings. The aggregate amount of borrowing by the Company
may not exceed 20% of the book value of the Company’s mortgage investment portfolio without
the approval of the independent board of directors. In addition, the asset allocation model dictates
the allocation of the mortgage and loan investments based upon geographical, borrower, zoning,
term, security position, and loan-to-appraised value criteria. At September 30, 2017, the
Company had loans payable of $11,327,603 (2016 - $9,414,203), which represented 15.18%
(2016 - 17.25%) of the carrying value of the Company’s mortgage investment portfolio. During
fiscal 2015, the Company obtained the independent board of directors’ approval for these loans
and the Company was in compliance with its investment restrictions and the asset allocation
model parameters.

The Company is subject to certain debt covenants on its capital (see note 6).
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GENESIS MORTGAGE INVESTMENT CORP.

Notes to Financial Statements (continued)
(Expressed in Canadian dollars)

Year ended September 30, 2017

11. Financial instruments:

(@)

Fair values:

The Company’s financial instruments include cash, amounts receivable, mortgage receivable,
prepaid expenses, bank overdraft, accounts payable and accrued liabilities, distribution
payable to preferred shareholders, due to related parties and redeemable preferred shares.
The carrying amounts of these financial instruments are a reasonable estimate of their fair
values because of their current nature.

The Company classifies its fair value measurements in accordance with the level three fair
value hierarchy as follows:

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities;

Level 2 - Inputs other than quoted prices that are observable for the asset or liability either
directly (i.e. as prices) or indirectly; and

Level 3 - Inputs that are not based on observable market data.

The level in fair value hierarchy within which the fair value is categorized shall be determined
on the basis of the lowest level input that is significant to the fair value measurement in its
entirety.

As at September 30, 2017, the company has no financial instruments measured at fair value
(2016- nil).

Interest rate risk:

Interest rate risk is the risk that the fair value or future cash flows of the mortgage
investments, bank overdraft and preferred shares will fluctuate because of changes in market
interest rates. As of September 30, 2017, no mortgage investments and preferred shares
bear interest at variable rates; therefore, the Company is not exposed to cash flow risk from
mortgage investments and preferred shares as a result of interest rate fluctuations. Further,
the Company does not have material fair value risk on its mortgage investment portfolio
primarily as a result of the less than one year short term nature of the maturity dates of the
mortgage loan investments. The Company is exposed to interest rate risk on its bank
overdraft to the extent that its credit facility is based on floating rate of interest. For the year
ended September 30, 2017, a 10% increase (decrease) in interest rates would have
decreased (increase) comprehensive income by $66,750.

The Company does not have material interest rate risk on any of its other financial
instruments.
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Notes to Financial Statements (continued)
(Expressed in Canadian dollars)

Year ended September 30, 2017

11. Financial instruments (continued):

(c)

(d)

Credit risk:

The following assets are exposed to credit risk: cash and mortgages receivable. Credit risk
primarily relates to the possibility that counterparties to mortgage investments may be unable
to honor their debt commitments as a result of a negative change in market conditions that
could result in a loss to the Company. The credit risk for cash is very low because the
Company maintains cash balances with a major Schedule | chartered bank.

At September 30, 2017, outstanding amounts owed by one mortgage borrower accounted for
10.22% of the total mortgages.

The Company mitigates this risk by the following:

(i) adhering to the investment restrictions and operating policies included in the asset
allocation;

(ii) performing a due diligence process on each mortgage loan investment prior to funding.
These generally include, but not limited to engaging professional independent
consultants, lawyers and appraisers and performing credit checks and financial statement
review on prospective borrowers;

(iii) having mortgage investments approved by the independent review committee in
accordance with the Company’s operating policies; and

(iv) actively monitoring the mortgage portfolio and initiating recovery procedures in a timely
manner when required.

The company’s maximum credit exposure (without taking into account collateral and other
credit enhancements) at September 30, 2017 is representative of the relevant financial
assets in the statement of financial position.

Liquidity risk:

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial
obligations associated with its financial liabilities that are settled by delivering cash or another
financial asset.

The Company’s policy and the Fund Manager’s approach to managing liquidity is to ensure,
as far as possible, that it will always have sufficient liquid cash to meet its liabilities when due,
under both normal and stress conditions, including estimated redemptions of shares, without
incurring unacceptable losses or risking damage to the Company’s reputation.

The Company’s articles provide for the monthly cancellation of shares and it is therefore
exposed to the liquidity risk of meeting preferred shareholder redemptions at each
redemption date.
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Notes to Financial Statements (continued)
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Year ended September 30, 2017

11. Financial instruments (continued):

(d)

(e)

Liquidity risk (continued):

The Company’s financial assets include a portfolio of mortgages, which are generally illiquid.
As a result, the Company may not be able to liquidate some of its investments in these
assets in due time in order to meet its liquidity requirements.

The Company’s liquidity risk is managed on an ongoing basis by the Fund Manager in
accordance with the policies and procedures in place. The Company’s overall liquidity is
monitored on a quarterly basis by the board of directors. The Company’s redemption policy
only allows for redemptions on giving thirty (30) days written request for amounts under
$500,000 and ninety (90) days when the amount is over $500,000. It is the Fund Manager’s
policy to have liquid assets comprising cash and cash equivalents or access to bank lending
in order to meet anticipated redemptions.

The board of directors is empowered to impose a redemption gate should redemption levels
exceed 5% of the preferred shares issued and outstanding (as at the beginning of the fiscal
year during which such retraction notices are given).

The following table presents contractual terms to maturity of the financial liabilities owed by
the Company as at September 30, 2017:

Carrying Contractual terms
Financial liability amount to maturity
Bank overdraft $ 11,327,603 Due on demand
Distribution payable to
preference shareholders 689,270 Due within 30 days
Other accounts payable and
amounts due to related parties 272,522 Due within 3 months
Redeemable preference shares 63,895,971 Due within 30 days of request

when the amount is less than
$500,000 and 90 days when
over $500,000

As at September 30, 2017, the Fund Manager considers that the Company does not have
significant exposure to liquidity risk.

Currency risk:

The Company invests in mortgages, generates revenues and incurs expenses and
expenditures primarily in British Columbia, Canada and is not exposed to risk from changes
in foreign currency exchange rates.
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