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North Vancouver, BC, Canada V7P 1M6
Phone: 1-604-987-1420 Fax: 1-604-987-1460
Toll Free: 1-877-987-1420

No

No

No

up to 20,000,000 non-voting preferred shares (the "Preferred Shares") with a par
value of $1.00 per share.

$1.00 per Preferred Share

THERE IS NO MINIMUM OFFERING. CONSEQUENTLY, YOU MAY
BE THE ONLY PURCHASER

Bank draft or certified cheque on closing
One or more dates, indefinitely
There are important tax consequences to these securities. See item 6.

No exclusive Selling Agent has been appointed by the Corporation. No placement
fees will be charged to investors.

You will be restricted from selling your securities for an indefinite period. See Item 10.

Purchaser's Rights

You have two (2) business days to cancel your agreement to purchase these securities. If there is a misrepresentation in this
Offering Memorandum, you have the right to sue either for damages or to cancel this agreement. See item 11.

No securities regulatory authority has assessed the merits of these securities or reviewed this Offering
Memorandum. Any representation to the contrary is an offence. This is a risky investment. See item 8.



The Office of the Registrar of Mortgage Brokers at the Financial Institutions Commission regulates
the mortgage brokering and lending activities of Mortgage Investment Corporations (MICs) under
the Mortgage Brokers Act. The Registrar and the Mortgage Brokers Act do not regulate the capital
raising and investment marketing activities of MICs which are subject to securities legislation and

regulation.

Item 1 - Use of Available Funds

1.1 Net Proceeds and Available Funds

The net proceeds of the offering and the funds which will be available to us after this offering are as follows:

A Amount to be raised by this offering
B Selling commissions and fees (Estimated)

C Estimated offering costs (including legal,
accounting, audit, etc.)

D Net Proceeds: D=A-(B+C)
1.2 Use of Available Funds

We will use the available funds as follows:

Assuming max.
Offering

$20,000,000.00
$( $200,000.00)

$( 20,000.00)

$19,780,000.00

Description of intended use of available funds
listed in order of priority

Assuming max.
Offering

Invest in Mortgages as permitted of a mortgage
investment corporation by the Income Tax Act
(Canada) and as described under “Item 2.
Business of Pioneer West Mortgage Investment
Corporation — Investment Practices and
Restrictions”

$19,780,000.00

1.3 Reallocation

We intend to spend the available funds as stated. We will reallocate funds only for sound business reasons.
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Item 2 - Business of Pioneer West Mortgage Investment Corporation
2.1 Structure

We were incorporated under the now repealed Company Act (British Columbia) (the "Company Act") on
November 22, 2002. and completed a Transition Application under the British Columbia Business
Corporations Act (the “Act”) effective July 19, 2004. Our Registered and Records offices are located at
550 Burrard Street, Suite 2300, Bentall 5, VVancouver, British Columbia V6C 2B5 and our head office is
located at 201 — 814 West 15™ Street, North VVancouver, British Columbia, V7P 1M6

2.2 Our Business

This Offering is the sole source of capital for the Issuer and the amount of funds derived from the
Offering will have a direct impact on the profitability of this investment.

Overview

The Company was incorporated on November 22, 2002 but remained an inactive shelf company with no
economic activity prior to the Company’s first distribution of preference shares on November 30, 2005. Its
first distribution was on November 30, 2005.

We operate as a mortgage investment corporation (a “MIC”) under the Income Tax Act (Canada) (the “Tax
Act”), investing in permitted investments and distributing our net income as dividends to our shareholders.

Investments

We invest in investments permitted of a MIC under the Tax Act. The Tax Act provides that a MIC may
invest its funds as it sees fit, provided that a MIC must not invest in mortgages on real property (land and
buildings) situated outside of Canada or any leasehold interest in such property, debts owing by non-
resident persons unless secured by real property situated in Canada or shares of corporations not resident
in Canada. The Tax Act also provides that at least 50% of the cost amount of a MIC’s property must consist
of debts secured by mortgages or otherwise on “houses” or property included within a “housing project”
(as those terms are defined by section 2 of the National Housing Act (Canada)) and money on deposit in a
bank or credit union. No more than 25% of the cost amount of a MIC’s property may be real property,
including leasehold interests in real property (except for real property acquired by foreclosure or otherwise
after default on a mortgage or other security).

The Corporation has few specific investment policies, other than complying with the rules for a MIC set
out in the Tax Act.
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We intend to invest primarily in first and second mortgages having a principal amount which, when added
to the principal amount of prior mortgages is not more than 85% of the appraised value of the real property
against which they are secured.

We are in the business of investing in mortgages granted as security for loans (the "Mortgages"), to builders,
developers and owners of commercial, industrial and residential real estate located in the provinces of
Canada.

To the extent that our funds are not invested in Mortgages from time to time, they will be held in cash
deposited with a Canadian chartered bank or will be invested in short term deposits, savings accounts or
government guaranteed income certificates so that we maintain a level of working capital for our ongoing
operations considered acceptable by the directors of the Corporation.

Pioneer West Acceptance Corporation (see “The Manager” page 7) (the “Manager”) will be responsible for
managing our mortgage investment portfolio. The financial services agreement (the "Financial Services
Agreement™) between us and the Manager governs this relationship and requires the Manager to comply
with and observe all laws that apply to us, our investments and our securities. See "ltem 2. Business of
Pioneer West Mortgage Investment Corporation - Financial Services" and "ltem 2. Business of Pioneer
West Mortgage Investment Corporation - The Manager”. The Manager will obtain opinions from counsel
as it deems necessary in connection with such compliance. Accordingly, we do not have and do not expect
to have any employees and will be managed by the officers of the Corporation listed under Item 3.
"Directors, Management, Promoters and Principal Holders".

As a MIC, we will be allowed to deduct dividends that we pay from our income. We intend to payout all
of our net income and net realized capital gains as dividends within the time period specified in the Tax Act
and, as a result, do not anticipate paying any income tax. See Item 6. "Income Tax Consequences".

Investment Objective and Strategy

Our principal investment objective is to provide holders of our Preferred Shares with sustainable income
while preserving capital for distribution or re-investment. We will seek to achieve this principal investment
objective by investing in Mortgages and paying out cash or stock dividends to our Preferred Shareholders.
Our income will primarily consist of interest received from the loans secured by the Mortgages, less fees
paid to the Manager. See Item 2. "Business of Pioneer West Mortgage Investment Corporation - Financial
Services" and "The Manager".

Our Mortgage portfolio will consist of commercial, industrial and residential construction financing and
land development loans, as well as term Mortgages made for the purpose of acquiring or re-financing
income-producing property, all of which will be with arm's length parties. We will also invest in demand
loans and term loans that are secured by income-producing real property, all of which will be with arm's
length parties. All such investments will be maintained in compliance with the requirements to maintain
our status as a MIC.

Our Mortgage portfolio composition will vary over time depending on the assessment of the appropriate
strategy given overall market conditions and outlook. We will endeavour to build a Mortgage portfolio
which encompasses the following general characteristics:

@) Property type and geographical diversification;
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(b) Short Term Loans, Intermediate Term Loans and Long Term Loans;
(©) Payment schedules primarily of interest only; and
(d) Loans in Canadian dollars on Canadian based real estate.

See Item 2. Business of Pioneer West Mortgage Investment Corporation - "Investment Practices and
Restrictions", "Financial Services" and "The Manager".

Investment decisions are made by our Credit Committee, consisting of any two (2) directors of the
Corporation, upon the advice of the Manager.

Operations

The Tax Act prohibits a MIC from managing or developing real property. Accordingly, we have contracted
with the Manager to provide all management services to the Corporation.

The Manager provides the Corporation with office space and clerical support at the Manager’s offices
located at 201- 814 West 15" Street, North Vancouver, British Columbia, V7P 1M6. We do not have any
direct employees.

As of February 15, 2019, the BC Securities Commission required Mortgage Investment Corporations to
use the services of an Exempt Market Dealer for all trades of shares. Pioneer West Mortgage Investment
Corporation has contracted Drake Financial Ltd. of 2190 McCallum Road Abbotsford BC V2 3T3 for this
purpose. Drake Financial Ltd. is owned by the principals of the Manager and as such gets a preferred cost
to all transactions. The Manager, Pioneer West Acceptance Corporation, plans to transfer the management
of Pioneer West Mortgage Investment Corporation to Drake Financial Ltd. subject to the common
shareholder’s approval. Drake Financial Ltd currently manager four other mortgage investment
corporations and is managed by the same management as Pioneer West Acceptance Corporation.

Investment Practices and Restrictions

Our investment guidelines are consistent with our articles of incorporation, the provisions of the Tax Act
and real estate legislation that applies to us. See Item 6. "Income Tax Considerations”. Our investment
activities will be conducted in accordance with the following investment practices and restrictions:

@ Our only undertaking will be to invest funds in accordance with the objectives, strategies
and restrictions of our investment guidelines;

(b) We will invest in commercial, industrial and residential Mortgages;

(c) All Mortgages will, following funding, be registered on title to the subject property in the
Corporation’s name;

(d) All Mortgage investments will be made in established or developing areas in the provinces
of Canada;

(e) Generally, we will only invest in Mortgages on properties for which we have reviewed and
evaluated an independent appraisal and, with respect to environmentally sensitive
properties and on commercial loans we will generally receive an evaluation of the property
subject to the Mortgage in the form of a Phase | Environmental Audit;
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We will not invest in a Mortgage or loan any funds to be secured by a Mortgage unless at
the date the Mortgage is acquired or funds are initially advanced (as the case may be) the
indebtedness secured by such Mortgage plus the amount of additional third party
indebtedness of the borrower in priority to us, if any, generally does not exceed, on a
property by property basis, 85% of the appraised value of the real property securing the
Mortgage, provided that the appraised value may be based on stated conditions including
without limitation completion, rehabilitation or lease-up of improvements located on the
real property which activities we will monitor on an ongoing basis;

If the independent appraisal reports an appraised value for the real property securing the
Mortgage other than on an "as is basis", we will advance funds under a loan by way of
progress payments upon completion of specified stages of construction or development
supported by receipt of reports of professional engineers, architects or quantity surveyors,
as applicable, or upon completion of other specified milestones;

We will not make any investment, or allow an investment mix, that would result in our
failing to qualify as a MIC;

Subject to subsection (p) below, we will not invest in securities, guaranteed investment
certificates or treasury bills unless such securities, guaranteed investment certificates or
treasury bills are issued by an arm's length party and are pledged as collateral in connection
with Mortgage investments or obtained by realizing on such collateral;

We will not invest for the purposes of exercising control over management of any issuer;
We will not act as an underwriter;

We will not make short sales of securities or maintain a short position in any securities;
We will not guarantee the securities or obligations of any person;

We will not loan money to or invest in securities of the Manager, or the Manager's
affiliates;

To the extent that, from time to time, our funds are not invested in Mortgages, they will be
held in cash deposited with a Canadian chartered bank or Trust Company or will be
invested by the Manager on our behalf at a Canadian chartered bank or Trust Company in
short term deposits, savings accounts or government guaranteed income certificates or
treasury bills so as to maintain a level of working capital for our ongoing operations
considered acceptable by the Directors.

If, due to a change in the provisions of the Tax Act or other legislation applicable to us, any of the foregoing
restrictions require amendment in order to comply with such change in legislation, the Corporation's
directors (the "Directors") will make such change and such change will be binding on the Corporation. In
addition, the foregoing restrictions may be changed at any time (so long as such change complies with
applicable legislation) if the Directors of the Corporation deem it in the best interest of the Investors. It is
anticipated that the Manager will provide us with assistance from time to time on revision of the foregoing
restrictions in order to comply with applicable legislation or any shareholder resolution. In the event of any
amendment to the foregoing restrictions, the Manager will be required to comply with and observe such
change immediately upon such change becoming effective. See also "Investment Objectives and Strategy",
"Financial Services" and "The Manager" above.
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Financial Services

We have entered into the Financial Services Agreement which appoints the Manager. The Manager will
make available to us for purchase, in our name, Mortgages or interests in Mortgages as and when they
become available. The Manager will have the exclusive right to provide us with Mortgage investments
which may be located or acquired from or through other sources. Pursuant to the Financial Services
Agreement, the Manager must carry out its duties in a conscientious and reasonable manner. See Item 8
"Material Contracts".

The Manager will oversee our day to day operations and the administrative services provided by the
Manager for the Corporation's operations. The Manager will pay all of its costs, expenses and overhead
relating to the provision of its services. All of our costs with respect to our business shall be for our own
account including, without limitation, legal, audit, shareholder meetings and communication costs.

We will be responsible for paying the costs, including legal fees and disbursements, of collecting or
attempting to collect any amounts owing or in arrears on any of our Mortgage investments, including
foreclosure or other court proceedings.

The Manager has the right to take such actions as may be necessary or desirable in its discretion to
administer the Mortgage loans. In the administration of any Mortgage loan, the Manager may, but shall not
be obligated to, retain solicitors, counsel and other experts and receivers and advance such funds as it
considers reasonable or necessary in order to preserve, protect, defend or improve our interest in any
Mortgage loan or any real property. The Manager shall endeavour to collect the amount of all costs incurred
or advances made from the borrower. See Item 8. "Risk Factors -Conflicts of Interest".

The Financial Services Agreement also provides that the Manager may, from time to time, charge brokers'

fees, lenders' fees, commitment fees, extension fees, renewal fees, NSF fees, administration fees and similar

fees to borrowers with respect to any Mortgage loan on our behalf.

The Financial Services Agreement is for an indefinite term. It may be terminated by us in the event that:
@ a bankruptcy, receivership or liquidation order is issued against the Manager;

(b) the Manager makes an assignment for the benefit of it’s creditors or commits any act of
bankruptcy within the meaning of the Bankruptcy and Insolvency Act (Canada);

(© the Manager assigns the Financial Services Agreement or the rights or obligations
thereunder to any person who is not affiliated with the Manager without the prior written
consent of the Directors;

(d) the Manager commits a breach or default under the Financial Services Agreement not
related to the payment of any money to be paid by the Manager to us and the same is not
cured within 120 days of the Manager receiving written notice thereof; or

(e) the Manager commits a breach or default under the Financial Services Agreement related
to the payment of any money to be paid by the Manager to us and the same is not cured
within 30 days of the Manager receiving written notice thereof.

The Manager may terminate the Financial Services Agreement in the event that:

@) a bankruptcy, receivership or liquidation order is issued against us;

(b) we make an assignment for the benefit of our creditors or commit any act of bankruptcy
within the meaning of the Bankruptcy and Insolvency Act (Canada);
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(c) we assign the Financial Services Agreement or its rights or obligations hereunder to any
person without the prior written consent of the Manager;

(d) we commit a breach or default under the Financial Services Agreement not related to the
payment of any money to be paid by us to the Manager and same is not cured within 120
days of us receiving written notice thereof;

(e) we commit a breach or default under the Financial Services Agreement related to the
payment of any money to be paid by us to the Manager and same is not cured within 120
days of us receiving written notice thereof.

The Financial Services Agreement may also be terminated by mutual consent in writing.

The Manager must render its services under the Financial Services Agreement honestly and in good faith
and must use reasonable commercial efforts to perform its duties and responsibilities under the Financial
Services Agreement in a conscientious, reasonable and competent manner. We have agreed that we shall
not hold the Manager liable for any loss, damages or costs arising out of a failure to collect any amount
owing on any particular Mortgage after it has been acquired by us. We have also agreed under the Financial
Services Agreement to indemnify and hold harmless the Manager as well as its officers, directors,
employees, shareholders, and agents from and against any and all liabilities, losses, claims, damages,
penalties, actions, suits, demands, costs and expenses including, without limiting the following, reasonable
legal fees and expense arising from or in connection with any actions or omissions which the Manager takes
or makes as Manager under the Financial Services Agreement, provided that such action is taken or not
taken or omission is made or not made, in good faith and without gross negligence or is taken or made
pursuant to and is in compliance with the Financial Services Agreement. The Manager and its shareholders,
directors, officers, agents and employees will have no liability in respect of any act or omission regarding,
respecting or relating to the services, duties, and powers performed or to be delivered or performed by them
pursuant to the Financial Services Agreement except to the extent such act or omission constitutes gross
negligence or wilful misconduct.

This indemnity survives the removal or resignation of the Manager in connection with any and all of its
duties and obligations under the Financial Services Agreement.

The Manager

Pioneer West Acceptance Corporation (the “Manager”) was incorporated in the Province of British
Columbia on January 25", 1995, and was extra-provincially registered in the Province of Alberta on April
2" 2002 and became licensed as a mortgage broker in the Province of British Columbia in 1995.

Initially, the Manager was established to finance home owner equity loans, first mortgages and second
mortgages. At that time, the principals of the Manager realized the huge opportunities in home owner
equity loans. During the late 1990’s, no financial institutions of any size or nature were interested in
financing home owner equity loans without the home owner having sufficient qualifying income.

With that initial focus on home owner equity mortgages the Manager then expanded to other areas of

mortgage lending and brokering. Over the last 21 years the Manager has arranged mortgage loans in the
residential and commercial sectors of the real estate industry.
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The Manager has arranged high ratio and conventional residential mortgages and has a strong understanding
of the guidelines set out by Canada Mortgage and Housing Corporation. In addition, the Manager has
arranged commercial mortgage financing in the following areas:

. apartment buildings, condominiums,

. commercial strata lots, (office & retail)
o land

o short-term construction loans

Over the years, the Manager has been involved with a number of industry related organizations and is a
member of Mortgage Professionals Canada, and is also an active member of the Better Business Bureau
and subscribes to their Reliability Program.

Each Mortgage investment opportunity will be reviewed by the Manager's management to ensure it meets
or exceeds the MIC’s investment objectives, practices and restrictions. Every Mortgage opportunity will
be evaluated on its own financial and business merits and against current market conditions. Assessments
of all Mortgage opportunities will include generally, at a minimum, a review of a recent independent
appraisal of the property to be secured by the Mortgage, on commercial and environmentally sensitive
properties an evaluation pursuant to a Phase | Environmental Audit and a general assessment of the 1)
project and financial information provided by the borrower 2) security provided 3) current market
conditions and 4) overall risk to the MIC.

The Manager and its directors and officers may make direct investments as investors along with the MIC
in Mortgages approved by the Manager. See Item 8 "Risk Factors - Conflicts of Interest.

2.3 Development of the Business

The MIC’s original mandate was to invest in mortgage investments on residential and commercial
properties in British Columbia and Alberta and to provide a superior yield with a well-diversified low risk
portfolio. The emphasis was and is to be on urban centres and growth areas where investment opportunities
can be maximized. The MIC has not invested in mortgages on property outside of Canada. The MIC has
followed the criteria and guidelines set forth and required by the Income Tax Act (Canada) for a MIC.

Utilizing the services of the Manager, the MIC has developed its mortgage portfolio by originating
mortgages through negotiations with mortgages brokers, residential and commercial builders, real estate
developers, and directly with commercial and investment property owners. Because the manager has a
large volume of mortgage business it has prioritized the MIC’s investment objectives in terms of quality
originations and administration.

In most cases the MIC's mortgage investments do not meet financing criteria for conventional mortgage
Lenders. As a result, these investments earn a higher rate of return than is normally attainable from
conventional mortgage investments. In addition, the MIC minimizes risk by being thoroughly prudent in
both its credit decisions and in assessing the value of the underlying real property offered as security. Also
all properties generally require a satisfactory appraisal report prepared by an accredited appraiser approved
by the Manager or a property assessment notice.
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For the past ten years PWMIC has invested in mostly residential mortgages and developed a portfolio of
high yielding and well secured small mortgages. Because the mortgages are small, the portfolio is well
diversified. With the recession of October 2008, the managers reviewed all mortgage files and divested of
files with low equity and replaced them with more conservative new mortgage investments. The recent
tightening of banking criteria in Canada has provided opportunities to improve the quality of the portfolio
while maintaining a good return. Additionally the managers held back a provision for potential mortgage
impairment to ensure the MIC will continue to have a strong balance sheet and good liquidity.

PWMIC historical returns are: 14.40% - 2006; 12.74% - 2007; 10.00% - 2008; 5.50% - 2009; 7.00% - 2010;
11.78% - 2011; 7.00% - 2012; 7.00% - 2013; 7.00% - 2014; 7.00% - 2015; 5.77% - 2016; 6.13% - 2017-
2018; 6.60%. All dividends are declared and approved by the directors and paid quarterly. The lower
return of 2008 resulted from the recession wherein PWMIC put aside a provision for mortgage impairment,
obtained a lower yield from new business with higher quality, and absorbed some losses. To help offset
these items, the Manager voluntarily reduced the Management Fee on a discretionary basis by 50% to
reduce PWMIC costs during the recessionary period. As the economy and real estate market recovered in
mid to late 2009, the Manager was able to improve the quality of the underlying PWMIC security by forced
sale on mortgages in weaker real estate regions and by taking on new loans in stronger markets with new
appraisals. The higher return in 2011 resulted from 2010 loss reserves reclassified as income when the
specific underlying mortgages were fully paid with no losses. The lower return of 2016 was due mainly to
lower rates due to high competition. Management has implemented new revenue increasing policies and
expects the future returns to be more consistent with 2013 and 2014 amounts. The dividends have always
been paid from the cash profits of the MIC every quarter and there has never been a quarter without a
dividend. Management expects this to continue for the foreseeable future.

Mortgage Objectives:

The mortgages the MIC invests in are shorter term, generally for terms ranging from twelve (12) to twenty-
four (24) months. Furthermore, they are secured by first and/or second residential and commercial
mortgages on real property.

Interest on loans is normally stipulated as either:

@) a floating rate expressed as a margin over the prime lending rate of the MIC's bank, often
subject to a minimum specified rate; or

(b) a fixed rate of interest.
The MIC's mortgage investments typically fall into the following categories:

. Residential Mortgages: These mortgages are secured against residential property. Interest
on these loans is payable monthly, unless otherwise agreed by the MIC. In addition, a
bonus may be charged on the mortgage and the bonus payment is secured under the
mortgage charge.

. Project Equity Loans: These loans are advances to bridge the "gap" between the amount
of equity which is provided by a developer and the amount available through conventional
financing in the construction and development of residential, commercial or industrial
property. Interest payments are usually due monthly or quarterly. Project equity loans are
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generally higher risk, therefore the potential returns are significantly higher than
conventional mortgage returns. Accordingly, additional compensation is often stipulated
for in the form of a bonus payment secured under the mortgage charge. To date, PWMIC
has not invested any funds in this type of loan, but if opportunities arise in keeping with
managements conservative lending policy they may invest in these types of loans.

Construction Loans: These loans are advanced to finance the construction and development
of residential, commercial, office or industrial properties. Interest payments are usually
due monthly or quarterly and may be deducted from progress advances on a work-in-
place/cost-to-complete basis. These loans are higher risk than loans on completed buildings
and accordingly the return is usually based on a percentage over bank prime with a floor
rate. In addition, further remuneration may also be stipulated for in the form of a bonus
payment secured under the mortgage charge. PWMIC has not invested any funds in this
type of loan, but if opportunities arise in keeping with managements conservative lending
policy they may invest in these types of loans.

Interim Loans: These loans are advanced to finance a complete or substantially completed
residential, commercial, office or industrial building with potential for higher returns as a
result of renovation, redevelopment, new tenancies or other circumstances. Adding value
to properties of this nature usually results in a greater return to the property owner. Interest
payments are usually due monthly or quarterly. While the construction risk is substantially
eliminated, the success of these projects is subject to market conditions at that time. The
rate of return is similar to construction loans. PWMIC has not invested any funds in this
type of loan, but if opportunities arise in keeping with managements conservative lending
policy they may invest in these types of loans.

Land Servicing Loans: Loans of this nature are advanced to finance the development of
land zoned or approved for development to a condition suitable for construction. The
development process generally includes clearing, grading, road construction, installation
of sewers and water systems, underground utilities and other improvement such as road
curbs and gutters, which may be required by the governing municipality. This will involve,
where applicable, the funding of progress advances on a work-in-place/cost-to-complete
basis. The initial advance under a land servicing loan may be made before development
commences, but generally not before the subject property is zoned or approved by the
municipality for the intended use. Interest payments are usually due monthly or quarterly
and may be deducted from progress payments. Principal repayment is made as and when
individual lots or parcels are sold. Because land servicing is made at the early stage of
project development they tend to be higher risk, and therefore offer a higher return. This
often takes the form of an interest rate supplemented by per lot discharge fees and/or other
bonus payments. PWMIC has not invested any funds in this type of loan, but if
opportunities arise in keeping with managements conservative lending policy they may
invest in these types of loans

Syndicated Mortgages: The Issuer may participate in part only of any syndicated mortgage
investment. The Manager may syndicate the balance of the investment to other mortgage
investors. By restricting its participation in large individual investments, the

MIC will enjoy the benefit of increased portfolio diversification. It may also enable the
Issuer to participate in financing of larger real estate projects and developments than would
otherwise be possible. PWMIC has not invested any funds in this type of loan, but if
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opportunities arise in keeping with managements conservative lending policy they may
invest in these types of loans.

The net proceeds of distribution to the date of this Offering Memorandum have been invested in

mortgages to date as follows:

PWMIC Portfolio at Oct.31,
2018

Face MTG
Account Number Rate LTV Proceeds status

080709174960124474000C 11.95% 50% $200,000.00 1
141215197140124474000C 8.95% 55% $50,000.00 1
180523210080124474000C 9.95% 53% $252,000.00 1
150105197240124474000C 9.95% 17% $19,000.00 1

170710207360124474000C 8.95% 50% $242,500.00 1

181106251445270960001C 12.95% 35% $245,000.00 1
140520195180124474000C 12.00% 27% $100,000.00 1
171027208410124474000C 8.50% 65% $275,000.00 1
140422194930124474000C 8.75% 65% $201,500.00 1
170516206610124474000C 8.95% 65% $185,000.00 1
180508209990124474000C 9.95% 32% $50,000.00 1
131216193270124474000C 10.95% 29% $18,500.00 1
170829207910124474000C 7.95% 52% $375,000.00 1
130920192790124474000C 12.00% 38% $289,313.20 1
150821199570124474000C 7.00% 50% $67,000.00 1
160209202200124474000C 10.95% 50% $255,108.44 1
190305251344202140001C 10.95% 59% $98,375.06 1
080609174630124474000C 14.75% 46% $55,942.60 1
180711210670124474000C 7.95% 65% $204,750.00 1
151218201840124474000C 9.95% 68% $235,000.00 1
Total First Mortgages 52% $3,418,989.30

Face MTG

Borrower Name Rate LTV Proceeds status
180412209670124474000C 11.00% 75% $80,125.00 2
110224181870124474000C 14.00% 53% $60,000.00 2
180222209310124474000C 12.95% 75% $47,500.00 2
110302181890124474000C 14.00% 76% $36,000.00 2
180807211000124474000C 9.95% 58% $43,000.00 2
181011251421003340002C 12.95% 70% $17,350.00 2
180628210470124474000C 8.95% 46% $172,000.00 2
160208251438433560003C 13.95% 66% $38,000.00 2
170815207720124474000C 13.95% 75% $78,634.50 2
180214251028459070001C 13.95% 75% $54,000.00 2
180725210810124474000C 12.95% 62% $160,000.00 2
180314209480124474000C 12.95% 70% $168,000.00 2
170530206720124474000C 13.95% 75% $59,500.00 2
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120703186050124474000C 14.00% 66% $85,000.00 2
171024208350124474000C 13.95% 70% $26,000.00 2
180816211200124474000C 9.95% 53% $200,000.00 2
140710195760124474000C 14.00% 68% $162,102.43 2
180620210190124474000C 12.00% 75% $43,500.00 2
180911251241557600003C 11.95% 66% $81,000.00 2
180814211090124474000C 13.95% 66% $103,750.00 2
131202193150124474000C 11.95% 75% $23,000.00 2
170516206610124474000C 14.95% 75% $90,000.00 2
180717210700124474000C 13.95% 80% $135,000.00 2
170706207320124474000C 12.95% 75% $93,750.00 2
171214208890124474000C 13.95% 75% $25,000.00 2
180314209490124474000C 9.95% 61% $65,000.00 2
120127184310124474000C 14.00% 70% $40,000.00 2
171128250924266220001C 13.95% 64% $16,000.00 2
160210202230124474000C 13.95% 80% $87,808.05 2
170605206760124474000C 13.95% 75% $181,250.00 2
180128250911477800001C 13.95% 75% $136,600.00 2
180322209540124474000C 9.95% 65% $150,000.00 3
180108209000124474000C 10.95% 64% $107,500.00 3
160327199132122182023C 11.95% 75% $301,000.00 3
150105197230124474000C 12.00% 68% $44,500.00 3
171212208830124474000C 13.95% 80% $27,850.00 3
Total 2nd & 3rd Mortgages 68% $3,239,719.98
70% $630,850.00 3
67% $2,608,869.98 2
Total All Mortgages 60% $6,658,709.28

2.4 Long-Term Objectives

Our long-term principal investment objective is to provide holders of Preferred Shares with sustainable
income while preserving capital for distribution or re-investment. We will seek to achieve this principal
investment objective by:

e Maintaining a diversified portfolio of first and second mortgages and other investments permitted
by the Tax Act for a MIC,;

e Providing a consistently superior rate of return for our Preferred Shareholders; and
e Increasing our share of the potential MIC business in Western Canada.
e Upon reaching $10MM in assets the MIC will focus on high quality low rate first mortgages and

as this focus grows leverage the high quality first mortgages to achieve a higher yield in the
portfolio while improving the quality and liquidity of the portfolio
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2.5 Short Term Objectives and How We Intend to Achieve Them
Short Term Obijectives
Our business objectives for the next 12 months are:
e tosell 2,000,000 or more Preferred Shares to investors in British Columbia;
e toinvest all funds raised from the sale of Preferred Shares in permitted investments; and

e to try to maintain a rate of return for our Preferred Shareholders of approximately 7% per annum
or higher.

How We Intend to Meet Our 12 Month Obijectives:

What we must do and how we will do it Target completion Our cost to complete
date, or if not known,
number of months to
complete
Sell two million (2,000,000) or more Preferred | 6 to 12 months $20,000
Shares to Investors in British Columbia.
Invest funds raised from the sale of Preferred | Ongoing 2% of aggregate
Shares in authorized investments. capital (the Manager’s
Fee)
Try to maintain a rate of return of approximately | Ongoing Included in the
10% per annum before expenses Manager’s fee (above)

The proceeds of this offering may not be sufficient to accomplish all of the issuer’s proposed objectives.
There is no assurance that alternative financing will be available.

2.6 Material Agreements
The following summarizes the material agreement to which we are currently a party:
e The Financial Services Agreement dated June 1, 2005 entered into with the Manager for the
provision of financial services relating to the management of our Mortgage investment portfolio

and location of appropriate investment opportunities. See "ltem 2. Business of Pioneer West
Mortgage Investment Corporation - "Financial Services" and "The Manager".
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3.1 Compensation and Securities Held

The following table sets out information about each director, officer and promoter of the Issuer and each
person who directly or indirectly beneficially owns or controls 10% or more of any class of voting securities
of the Corporation (a "principal holder™). None of the directors or common shareholders receive any direct
compensation from the Corporation; however, the directors are also shareholders of the Management
Company which receives an annual 2% management fee of the assets of the Corporation, paid quarterly.
One of the common shareholders is a contract broker with the Manager, and the other two common
shareholders do not receive any direct or indirect benefit.

Name and
municipality of
principal residence

Positions held
(eg. director,
officer,
promoter
and/or
principal
holder) and the
date of
obtaining that
position

Compensation
paid by the issuer
in the most
recently completed
financial year (or
if the issuer has
not completed a
financial year,
since inception)
and the
compensation
anticipated to be
paid in the current
financial year @

Number, type and
percentages of
securities of the
issuer held after
completion of
maximum offering

David Stewart
West Vancouver, BC

Chairman/
Chief Executive
Officer/

Nil

25 common shares
(25%)

West Vancouver, BC

Secretary

from inception
Norman Holmes Director/ Nil 25 common shares
Abbotsford, BC President/ (25%)

Chief Financial

Officer/

V.P. Investor

Relations

from inception
Sam Stoddart Shareholder Nil 25 Common Shares
Courtenay, BC (25%)
Michael Silverbrooke Shareholder Nil 16 Common Shares
West Vancouver, BC (16%)
Lloyd H. Aasen Shareholder Nil 9 common shares

(9%)

3.2 Management Experience

The following table discloses the principal occupations of our directors and senior officers over the past

five years.
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Name

Principal occupation and related experience

David Stewart

Director, President, Co-Founder and Licensed Mortgage Broker for
Pioneer West Acceptance Corporation a mortgage brokerage and
investment company in North VVancouver, B.C. One of the founders and
Director of Pioneer West Acceptance Corporation, Dave holds a master
degree in Organizational Management and a Bachelor degree in
Technology. Dave Stewart has held several senior positions both in
commercial and residential lending and management including
Commercial Account Manager at Northland Bank and Toronto Dominion
Bank.

Norman Holmes

Director, Vice-President, Co-Founder and Licensed Mortgage Broker
for Pioneer West Acceptance Corporation a mortgage brokerage and
investment company in North Vancouver, B.C. One of the founders of
Pioneer West Acceptance Corporation, Norm has a Bachelor of Arts in
Leadership and he holds an Accredited Mortgage Professional designation
and a diploma in Financial Planning with over fifteen years of supervisory
and Senior Managerial experience with numerous financial institutions
including Household Finance and Trust.

3.3 Penalties or Sanctions

No penalty or sanction or any declaration of bankruptcy, voluntary assignment in bankruptcy, proposal
under any bankruptcy or insolvency legislation, proceedings, arrangement or compromise with creditors,
appointment of a receiver, receiver manager or trustee to hold assets has been in effect during the last ten
years against or with regard to any:

(i)
(ii)

director, senior officer, promoter or control person of the Corporation, or

an issuer that a person or company referred to in (i) above was a director, senior

officer, promoter or control person of at that time.

Item 4 -Capital Structure

4.1 Outstanding Securities (other than debt)

Description of

Number
authorized to be

Number
outstanding as at

Number
outstanding
assuming
completion of max.

security issued October 31, 2018 '
offering

Common shares 1,000,000 100 100

Preferred Shares 20,000,000 6,878,977 20,000,000

4.2 Long Term Debt

We have no long-term debt.
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4.3 Prior Sales

Since inception the Company has issued $12,143,600.20 shares up to October 31, 2018 and there have been
$3,472,492.21 retracted during the same period. The retracted shares were all completed in accordance
with the retraction rights in Section 5.1 “Retraction Rights” within 90 days of the request.

In the past twelve months the Company has issued $445,578.00 shares up to October 31, 2018 and there
have been $427,348.00 retracted during the same period.

Since the Company was incorporated we have issued 100 Common Shares.
Item 5 - Description of Securities Offered
5.1 Terms
We are offering up to 20,000,000 Preferred Shares for sale at a price of $1.00 per Preferred Share.
The rights and restrictions attached to the Preferred Shares are as follows:
Voting Rights

The holders of the Preferred Shares shall not be entitled to receive notice of, attend or vote at any general
meetings of the members of the Corporation unless hereinafter specifically provided.

Dividend Entitlement

As a MIC, the Corporation is entitled to distribute its distributable earnings by way of dividends which are
treated, for the purposes of the Tax Act, as income received by the shareholder as interest paid on a bond.
The Corporation will declare and pay dividends monthly and will declare and pay a final dividend for each
fiscal year for the balance of its distributable earnings within 90 days of the fiscal year end.

Investors may elect to receive their dividends in cash or in further Preferred Shares. Dividend Preferred
Shares will be issued at $1.00 per Preferred Share.

The holders of the Preferred Shares shall be entitled to receive and the Corporation shall pay thereon as and
when declared by the Board of Directors of the Corporation, preferential non-cumulative dividends payable
on such terms, including by cash or stock, and in such amounts as shall be determined by the Directors from
time to time. Notwithstanding, the declaration of dividends in each fiscal year shall only be in accordance
with the following. Firstly, in any fiscal year, no dividend shall be declared on the Common Shares unless
and until dividends have been declared on the Preferred Shares. After such Preferred Share dividends shall
have been declared, the holders of the Common Shares shall be entitled to receive an equivalent dividend
per paid up Common Share prior to the declaration of any further dividends on the Preferred Shares in the
same fiscal year. After the declaration of Common Share dividends as aforesaid, for the balance of the
same fiscal year the Preferred and Common Shares shall participate equally, on a per share basis, with
respect to any further dividends, provided that nothing herein shall be construed as requiring the Directors
to declare dividends on the Common shares in a fiscal year after the declaration of a dividend on the
Preferred Shares.
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Redemption Rights

The Corporation may, upon giving notice as provided in the Corporation’s Articles, and subject to the
provisions of the British Columbia Business Corporations Act, redeem at any time or from time to time the
whole or any part of any class of shares pursuant to the Act in such proportions of the classes of shares of
the Corporation as the Directors may specify, on payment of the redemption price for each share to be
redeemed (herein called the “Redemption Price”). The Redemption Price for each Common Share and for
each Preferred Share shall be the amount paid up thereon plus any declared but unpaid dividends thereon.

Retraction Rights

Subject to the provisions of the Business Corporations Act of British Columbia and applicable securities
laws, a holder of Preferred Shares may with respect to any Preferred Shares that have been registered in the
name of the holder (“Retractable Shares”), by giving written notice to the Corporation (the “Redemption
Notice”), request that the Corporation redeem the whole or any part of the Retractable Shares held by such
holder. Upon receipt by the Corporation of the Redemption Notice, the holder of Retractable Shares shall
thereafter cease to have any rights with respect to the Retractable Shares tendered for redemption (other
than to receive the redemption payment and the right to receive the pro rata share of any distributions
thereon which have accrued up to an including the Date of Redemption (as defined below)). Preferred
Shares shall be considered to be tendered for redemption on the date that the Corporation has, to the
satisfaction of the Directors, received the Redemption Notice (the “Notice Date”).

On the last business day of the calendar month which is two full months following the month in which the
Redemption Notice is received by the Corporation (the “Date of Redemption™), the Corporation will be
required to redeem the Redeemable Shares specified in the Redemption Notice. The redemption price for
each Redeemable Share to be redeemed will be the book value of the Preferred Shares calculated using the
unaudited monthly balance sheet for the month during which the Redemption Notice is given plus the pro
rata share of any dividend distributions on such redeemed Preferred Shares which have accrued up to and
including the Date of Redemption, which price is to be paid within 90 days of the Date of Redemption

The Corporation will not redeem Preferred Shares for which Redemption Notices are given, if: (i)
redemption of the aggregate number of Preferred Shares subject to the Redemption Notices would result in
the Corporation having redeemed a number of Preferred Shares during the period of time since the start of
the most recent fiscal year which is greater than 25% of the Preferred Shares issued and outstanding (as at
the beginning of the fiscal year during which the last of such Redemption Notices are given); or (ii)
redemption of the aggregate number of Preferred Shares subject to the Redemption Notices given in a
calendar month would result in the Corporation having redeemed a number of Preferred Shares on the
corresponding Date of Redemption which is greater than 5% of the Preferred Shares issued and outstanding
(as at the beginning of the fiscal year during which such Redemption Notices are given). The Directors
may, in their sole discretion, waive either or both of the aforementioned limitations for any Date of
Redemption, and failing such waiver, Preferred Shares which are subject to Redemption Notices given in
any one calendar month will be redeemed on a basis which is pro rata to the number of Preferred Shares
subject to such Redemption Notices.

Notwithstanding the foregoing, the Corporation shall not be required to redeem Shares if to do so would
cause the Corporation to cease qualifying as a MIC or jeopardize the ability of the Corporation to maintain
reasonable profitability in its portfolio of mortgages. The Act does not permit the Corporation to make any
payment to purchase or redeem any Shares issued by it if there are reasonable grounds for believing that
the Corporation is, or would after the payment be insolvent.
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To date, there have been $3,472,492.21 shares retracted and in all cases the retracting shareholders have
received their funds within 90 days of the requests. The retracted funds have been paid either from new
share issuances and/or cash payouts of mortgage investments. There have been no instances of a requested
shareholder retraction being delayed or denied.

Entitlement on Liquidation, Dissolution or Winding Up

In the event of the liquidation, dissolution or winding up of the Corporation or other distribution of the
property or assets of the Corporation amongst its members for the purpose of winding up its affairs:

(M The holders of the Preferred Shares shall be entitled to receive an amount equal to the
aggregate amount paid up on the shares held by them respectively together with any declared and
unpaid dividends thereon. After the holders of the Preferred Shares have received such amount,
the holders of the Common Shares shall be entitled to receive an amount equal to the aggregate
amount paid up on the common shares held by them respectively together with any declared and
unpaid dividends thereon.

(i) After the Corporation has made the foregoing distributions, the holders of the Preferred
Shares shall be entitled to receive the remaining amount available for distribution.

(iii)  Any amounts to be distributed to holders of any class of shares pursuant to the foregoing
shall be distributed pro rata amongst the holders of shares of such class according to the number of
such shares held by each.

Constraints on Transferability

Paragraph 130.1(6)(d) of the Tax Act stipulates that to qualify as a MIC, a corporation must have at least
twenty (20) shareholders and no one (1) shareholder may be a Specified Shareholder (defined below) of the
Corporation. A Specified Shareholder, as defined in the Tax Act, would include a taxpayer, and any person
related to the taxpayer, who owns, directly or indirectly, more than 25% of the issued shares of any class
of the capital stock of the Corporation (a “Specified Shareholder”).

The Tax Act states that a trust governed by a registered pension plan or a deferred profit sharing plan is
counted as four (4) shareholders for purposes of determining the number of shareholders and one (1)
shareholder for purposes of determining if a shareholder is a Specified Shareholder.

The Directors intend to refuse registration of any transfer of Shares and to make any share allotment which
would result in the Corporation ceasing to meet the qualifications of a MIC. (Check articles)

As the Corporation is not currently a reporting issuer the Preferred Shares are subject to resale restrictions
pursuant to applicable securities law. See Item 10. "Resale Restrictions".

5.2 Subscription Qualification

We are offering the Preferred Shares in British Columbia (the “Province”) and once Drake Financial Ltd.
is a registered Exempt Market Dealer in British Columbia and Alberta we will open share offerings to
Alberta also.

The offering is being made in accordance with certain statutory registration and prospectus exemptions
contained in securities legislation in the Province. Such exemptions relieve the Corporation from provisions
under such statutes requiring the Corporation to utilize a registered dealer to sell the Preferred Shares and
file a prospectus. As such, you will not receive the benefits associated with the involvement of such
registrants or the benefits associated with purchasing the Preferred Shares pursuant to a filed prospectus,
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including the review of the material by the securities commissions or similar regulatory authority in such

jurisdictions.

We are offering the Preferred Shares under the "Offering Memorandum" Exemption (the "OM Exemption™)
and the "Family, Friends and Business Associates" Exemption (the "FF&BA Exemption™) in Multilateral
Instrument 45-106 ("Form45-106F4™). You should keep a signed copy of this form. In order for the
Corporation to rely on the OM Exemption, you must purchase the Preferred Shares as principal and, before
purchasing the Preferred Shares, you must be given a copy of this Offering Memorandum and sign the
"Risk Acknowledgement Form" which has been provided to you with this Offering Memorandum, and

either be:

@) purchasing Preferred Shares with an aggregate acquisition cost not exceeding $10,000; or

(b) an “eligible investor” under one of the following definitions of “eligible investor”:

(i)

(i)

(i)
(iv)

(v)

(vi)

(vii)
(viii)

a person or company whose:
a. net assets, alone or with a spouse, exceed $400,000; or

b. net income before taxes exceeded $75,000 in each of the two most recent
years and who reasonably expects to exceed that income level in the
current year; or

C. net income before taxes combined with that of a spouse exceeded
$125,000 in each of the two most recent years and who reasonably expects
to exceed that income level in the current year; or

a person or company of which a majority of the voting securities are beneficially
owned by eligible investors or a majority of the directors are eligible investors; or

a general partnership in which all of the partners are eligible investors; or

a limited partnership in which the majority of the general partners are eligible
investors; or

a trust or estate in which either all of the beneficiaries or a majority of the trustees
are eligible investors; or

an accredited investor as defined in Appendix “A” to the Subscription Agreement
accompanying this Offering Memorandum; or

a person or company described in section 3.1 of Form 45-103F3; or

a person or company that has obtained advice regarding suitability of the
investment and, if the person or company is resident in a Canadian jurisdiction,
that advice has been obtained from an eligibility adviser as defined in Form 45-
103F3

In order for the Corporation to rely on the FF&BA Exemption, you must purchase the Preferred Shares as
principal and be one of the following:
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@ a director, senior officer or control person of the Corporation or of an affiliate of the
Corporation; or

(b) a spouse, parent, grandparent, brother, sister or child of a director, senior officer or control
person of the Corporation or of an affiliate of the Corporation; or

(c) a close personal friend of a director, senior officer or control person of the Corporation or
of an affiliate of the Corporation; or

(d) a close business associate of a director, senior officer or control person of the Corporation
or of an affiliate of the Corporation; or

(e) a person or company that is wholly owned by any combination of persons or companies
described in (a) to (d) above,

(all terms as defined in the Securities Act (British Columbia) (the "BCSA")
You will be restricted from selling your securities for an indefinite period. See Item 10.
5.3 Subscription Procedure

You may subscribe for Preferred Shares by delivering the following documents to us at the address shown
in the Subscription Agreement;

@) An executed subscription agreement, in the form provided with this Offering
Memorandum;

(b) a certified cheque or bank draft made payable to “Pioneer West Mortgage Investment
Corporation” re: PWMIC Shares, in the amount of the subscription price for the Preferred
Shares; or an irrevocable direction to a financial institution to deliver to the Corporation
full payment for the Preferred Shares upon delivery of certificates representing such
Preferred Shares to the financial institution or to the Subscriber; and

(c) if required, an executed Form 45-106F4 and Appendix A to BC 32-517 provided with this
Offering Memorandum.

The company, Pioneer West Mortgage Investment Corporation, will hold, and not deposit your subscription
funds until midnight on the second business day after the day on which we received your signed subscription
agreement. After this, we will deposit the subscription funds upon closing, as confirmed by the exempt
market dealer. See Item 11. "Purchaser's Rights".

We anticipate that there will be multiple closings. We anticipate an indefinite closing date and this offering
to be updated annually. We may close the offering on an earlier or later date as we may determine.

We reserve the right to accept or reject a subscription for the Preferred Shares in whole or in part and the
right to close the subscription books at any time without notice. Any investment funds for subscriptions
that we do not accept will be promptly returned after we have determined not to accept the investment
funds.

At a closing of the offering or sooner, we will deliver to you certificates representing fully paid and non-
assessable Preferred Shares, provided the subscription price has been paid in full.

You should carefully review the terms of the Subscription Agreement provided herewith for more

detailed information concerning the rights and obligations of you and the Corporation. Execution
and delivery of the subscription agreement will bind you to the terms thereof, whether executed by
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you or by an agent on your behalf. You should consult with your own professional advisors
respecting this investment. See Item 8. ""Risk Factors".

Item 6 - Income Tax Consequences

The following is a summary of the principal Canadian federal income tax consequences of acquiring,
holding and disposing of the Preferred Shares by a subscriber who, at all relevant times, is a resident of
Canada, deals with the Corporation at arm's length, and who acquires and holds the Preferred Shares as
capital property. Subscribers to whom the Preferred Shares might not constitute capital property may elect,
in certain circumstances, to have such property treated as capital property by making the election permitted
by s. 39(4) of the Tax Act. This summary is not applicable to any holder of Preferred Shares which is a
"financial institution", as defined in section 142.2 of the Tax Act or to any holder of Preferred Shares an
interest in which is a "tax shelter investment" for the purposes of the Tax Act.

This summary is based upon the facts set out in this Offering Memorandum, the current provisions of the
Tax Act and the regulations there under, all specific proposals (the "Tax Proposals") to amend the Tax Act
and the regulations there under publicly announced by or on behalf of the Minister of Finance (Canada)
prior to the date hereof and the current published administrative practices of the Canada Revenue Agency
("CRA™). This summary assumes that the Tax Proposals will be enacted as currently proposed but does not
take into account or anticipate any other changes in law whether by legislative, governmental or judicial
action and does not take into account tax legislation or considerations of any province, territory or foreign
jurisdiction.

The summary contained in this section is of a general nature only and is not exhaustive of all possible
Canadian federal income tax consequences. It is not intended to be and should not be interpreted as
legal or tax advice to any particular subscriber. You should consult with your own tax advisor
regarding the income tax consequences to you of acquiring holding and disposing of the Preferred
Shares including the application and effect of the income and other tax laws of any country, province,
state or local tax authority.

This summary is based on the assumption that the Corporation meets certain conditions which are imposed
by the Tax Act on the Corporation in order for the Corporation to qualify as a MIC there under. These
conditions will generally be satisfied if, throughout a taxation year of the Corporation:

@) the Corporation was a Canadian corporation as defined in the Tax Act;

(b) the Corporation's only undertaking was the investing of funds and it did not manage or
develop any real property;

(c) no debts were owed to the Corporation by non-residents unless such debts are secured on
real property situated in Canada.

(d) the Corporation did not own shares of non-resident corporations;
(e) the Corporation did not hold real property located outside of Canada;

4] the Corporation did not loan funds where the security for such loans is real property located
outside of Canada;

(o) the cost amount of the Corporation's property represented by Mortgages on houses or on
property included within a housing project (as those terms are defined in the National
Housing Act), together with cash on hand and deposits with a bank or any other corporation
whose deposits are insured by the Canada Deposit Insurance Corporation or a credit union
(collectively, the "Qualifying Property™), was at least 50% of the cost amount to it of all of
its property;
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(h) the cost amount of real property (including leasehold interests therein but excluding real
property acquired as a consequence of foreclosure or defaults on a Mortgage held by the
Corporation) owned by the Corporation did not exceed 25% of the cost amount to it of all
of its property;

(M the Corporation had at least 20 shareholders (in its first taxation year the Corporation must
have at least 20 shareholders on the last day of that year) and no person would have been
a Specified Shareholder of the Corporation at any time in the taxation year;

() holders of Preferred Shares had a right, after payment to them of their preferred dividends,
and payment of dividends in a like amount per share to the holders of the Common Shares
to participate pari passu with the holders of common shares in any further payment of
dividends; and

(k) the Corporation's liabilities did not exceed three times the amount by which the cost amount
to it of all of its property exceeded its liabilities, where at any time in the year the cost
amount to it of its Qualifying Property is less than 2/3 of the cost amount to it of all of its
property, or, where throughout the taxation year the cost amount to it of its Qualifying
Property equalled or exceeded 2/3 of the cost amount of all of its property, the
Corporation's liabilities did not exceed five times the amount by which the cost amount to
it of all of its property exceeded its liabilities;

It is intended, and this summary assumes, that these requirements will be satisfied so that the Corporation
will qualify as a MIC at all relevant times. If the Corporation were not to qualify as a MIC, the income tax
consequences would be materially different from those described below.

Taxation of the Corporation

The Corporation will, in computing its taxable income, generally be entitled to deduct the full amount of
all taxable dividends (other than capital gains dividends) which it pays during the year or within 90 days
after the end of the year to the extent that such dividends were not deductible by the corporation in
computing its income for the preceding year. As a MIC is deemed to be a public corporation no capital
dividends can be paid by the Corporation. However, a MIC may declare a capital gains dividend in an
amount equal to the gross amount of its capital gains and is entitled to deduct a portion of such dividend
from its taxable income. As discussed below, a capital gains dividend is taxed in the hands of a shareholder
as a capital gain arising from a notional disposition of capital property. The combination of the
Corporation's deduction for capital gains dividends and the shareholder's deemed capital gain will allow
the Corporation to flow capital gains through to a shareholder on a tax efficient basis. As a public
corporation, the Corporation will be subject to tax at the highest corporate rates. However, the Corporation
intends to declare dividends and capital gains dividends each year in sufficient amounts to reduce its taxable
income to nil.

Taxation of Shareholders

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

Generally speaking, (other than capital gains dividends which are paid by the Corporation on the Preferred
Shares) dividends paid on the Preferred Shares from income earned by the Corporation through interest
earned on Mortgages will be included in shareholders’ incomes as interest. Capital gains dividends will be
treated as realized capital gains of shareholders, and will be subject to the general rules relating to the
taxation of capital gains. THE NORMAL GROSS UP AND DIVIDEND TAX CREDIT RULES WILL
NOT APPLY TO DIVIDENDS PAID BY THE CORPORATION TO AN INDIVIDUAL AND
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TRUSTS ON A PREFERRED SHARE AND SHAREHOLDERS THAT ARE CORPORATIONS
WILL NOT BE ENTITLED TO DEDUCT THE AMOUNT OF DIVIDENDS PAID BY THE MIC
FROM THEIR TAXABLE INCOME.

The cost to a Subscriber of Preferred Shares acquired pursuant to this offering will equal the purchase price
of the Preferred Shares plus the amount of any other reasonable costs inclusive of compensation paid to
sellers incurred in connection therewith. This cost will be averaged with the cost of all other Preferred
Shares held by the subscriber to determine the adjusted cost base of each Preferred Share.

A disposition or a deemed disposition of Preferred Shares (other than to the Corporation) will give rise to
a capital gain (or capital loss) to the extent that the proceeds of disposition of the Preferred Shares exceed
(or are exceeded by) the adjusted cost base of the Preferred Shares and the disposition costs. Amounts paid
by the Corporation on the redemption or acquisition by it of a Preferred Share up to the paid-up capital
thereof, will be treated as proceeds of disposition. Any amount paid by the Corporation on the redemption
or acquisition of a Preferred Share which is in excess of the paid-up capital of such Preferred Share will be
deemed to be a dividend and will be included in the income of a holder of Preferred Shares, in accordance
with the rules described above.

Under the Tax Proposals, fifty percent of any capital gain realized by a Shareholder (including capital gains
deemed to be realized as a result of a receipt of a capital gains dividend) will be included in the Shareholder's
income under the Tax Act as a taxable capital gain. Under the Tax Proposals, subject to certain specific
rules in the Tax Act, one-half of any capital loss realized in a taxation year may be deducted against any
taxable capital gains realized by the shareholder in such year, in the three preceding taxation years or in any
subsequent taxation year.

The taxable capital gains realized by a shareholder that is an individual may give rise to alternative
minimum tax depending upon the shareholder's circumstances. A Shareholder that is a "Canadian
Controlled Private Corporation” (as defined in the Tax Act) may be liable to pay an additional refundable
tax of 6% on certain investment income, including amounts in respect of interest and taxable capital gains.
The 6% tax is to be added to such corporation's refundable dividend tax on-hand account and will be eligible
for refund at a rate of $1.00 for every $3.00 of dividends paid by the Corporation.

Eligibility for Investment by Deferred Income Plans

The Preferred Shares will be qualified investments for a trust governed by a Registered Retirement Savings
Plan ("RRSP"), Registered Educational Savings Plan ("RESP"), Deferred Profit Sharing Plan (“DPSP”), or
a Registered Retirement Income Fund ("RRIF"), or a Tax Free Savings Account (“TFSA”), (collectively, a
"Deferred Income Plan") at a particular time if the Corporation qualifies as a MIC under the Tax Act at
such particular time and if throughout the calendar year in which the particular time occurs, the Corporation
does not hold as part of its property any indebtedness, whether by way of Mortgage or otherwise, of a
person who is an annuitant, a beneficiary, an employer or a subscriber, as the case may be, under the relevant
Deferred Income Plan or of any other person who does not deal at arm's length with that person. Deferred
Income Plans will generally not be liable for tax in respect of any dividends received from the Corporation.

A Deferred Income Plan is subject to a special tax under Part XI of the Tax Act if the cost amount of its
investment in foreign property (as defined in the Tax Act) at the end of a month exceeds a certain percentage
of the cost amount of all property then held by it. It is anticipated that Preferred Shares held by a Deferred
Income Plan will not be foreign property for these purposes.

If the Corporation fails to qualify as a MIC at any time throughout a taxation year, shares of the Corporation
may cease to be a qualified investment for a Deferred Income Plan. When a Deferred Income Plan holds a
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non-qualified investment at the end of a month, the trust governed by the plan will be subject to a tax of
1% of the fair market value of the investment at the time it was acquired.

If an RRSP or RRIF holds a non-qualified investment at any time during a particular year, the RRSP or
RRIF will be subject to a tax under Part | of the Tax Act on income attributable to the non-qualified
investment. RESPs which hold non-qualified investments can have their registration revoked by Canada
Customs and Revenue Agency.

Item 7 - Compensation Paid to Sellers and Finders

No exclusive Selling Agent has been appointed by the Corporation. The Preferred Shares will be offered
in the Province of British Columbia and Alberta when allowed, directly to potential Investors or, where
permitted by applicable law, distributed through agents or other third parties. Commissions paid to Selling
Agents whose clients purchase the Preferred Shares may be paid by the MIC from Proceeds of the Offering
and will not result in additional fees being paid by the Investors. No commissions are payable to the
Manager or to the officers, directors and employees of the Corporation or the Manager. Commissions may
be paid in cash immediately upon the Corporation accepting a subscription or paid over time.

Item 8 - Risk Factors

In addition to factors set forth elsewhere in this Offering Memorandum, potential subscribers should
carefully consider the following factors, many of which are inherent to the ownership of the Preferred
Shares. The following is a summary only of the risk factors involved in an investment in the Preferred
Shares. Investors should consult with their own professional advisors to assess the income tax, legal and
other aspects of an investment in the Preferred Shares.

Our securities are highly speculative

An investment in the Preferred Shares is highly speculative. You should buy them only if you are able to
bear the risk of the entire loss of your investment and have no need for immediate liquidity in your
investment. An investment in the Preferred Shares should not constitute a major portion of your portfolio.

Because there is no market for our securities, you may not be able to sell your securities

You may never be able to sell your Preferred Shares and recover any part of your investment, unless we are
able to complete a subsequent public offering or we are able to sell the Corporation for cash or merge with
a public company.

The Preferred Shares are not insured

The Corporation is not a member institution of the Canada Deposit Insurance Corporation and the Preferred
Shares offered pursuant to this Offering Memorandum are not insured against loss through the Canada
Deposit Insurance Corporation. See Item 2. "Use of Proceeds" and Item 6. "Income Tax Considerations".
The Preferred Shares are retractable at the option of the holder but only under certain circumstances. See
Item 4. "Capital Structure."”

There is no guaranteed return on your investment

There is no guarantee that an investment in Preferred Shares will earn any positive return. Past performance
cannot be taken as an accurate indicator of future performance. There can be no guarantee that the
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Corporation will be able to generate sufficient cash flow and income for investors to earn a minimum or
any return on their investment in Preferred Shares.

Failure to qualify as a MIC under the Tax Act will have adverse tax consequences

Under the Corporation’s articles, the Company’s directors are required to use their best efforts to ensure
that the Corporation qualifies and remains qualified as a MIC pursuant to the Tax Act. Additionally, the
Manager has agreed, in the Management Services Agreement, to perform its duties as the manager of a
MIC in compliance with the Tax Act.

There can be no guarantee, however, that the Corporation will be able to meet the qualifications of a MIC
under the Tax Act at all times. If, at any point in a fiscal year, the Corporation fails to maintain its
qualification as a MIC under the Tax Act, dividends paid by the Corporation on the Preferred Shares will
cease to be deductible from the Corporation's income and the Preferred Shares, unless listed on a prescribed
stock exchange for the purposes of the Tax Act, may cease to be qualified investments for Deferred Income
Plans. See Item 6. "Income Tax Considerations".

The normal gross-up and dividend tax credit rules do not apply to dividends paid on securities of the
Corporation and corporate holders of the Preferred Shares will not be entitled to deduct the amount of any
dividends paid on their Preferred Shares from their taxable income. See Item 6. "Income Tax
Considerations".

Our investments are secured against real property whose value can fluctuate

The Corporation's investments in Mortgage loans will be secured by real estate. All Real Property
investments are subject to elements of risk. Real Property value is affected by general economic conditions,
local real estate markets, the attractiveness of the property to tenants, competition from other available
properties and other factors. While independent appraisals are required before the Corporation may make
any Mortgage investments, the appraised values provided therein, even where reported on an "as is" basis
are not necessary reflective of the market value of the underlying real property, which may fluctuate. In
addition, the appraised values reported in independent appraisals may be subject to certain conditions,
including the completion, rehabilitation or lease-up improvements on the real property providing security
for the investment. There can be no guarantee that these conditions will be satisfied and if, and to the
extent, they are not satisfied, the appraised value may not be achieved. Even if such conditions are satisfied,
the appraised value may not necessarily reflect the market value of the real property at the time the
conditions are satisfied.

The value of income producing real property may also depend on the credit worthiness and financial
stability of the borrowers. The Corporation's income and funds available for distribution to security holders
would be adversely affected if a significant number of borrowers were unable to pay their obligations to
the Corporation or if the Corporation were unable to invest its funds in commercial Mortgages on
economically favourable terms. On default by a borrower, the Corporation may experience delays in
enforcing its rights as lender and may incur substantial costs in protecting its investment.

Certain significant expenditures, including property taxes, capital repair and replacement costs,
maintenance costs, Mortgage payments, insurance costs and related charges must be made through the
period of ownership of real property regardless of whether the property is producing income. The
Corporation may be required to incur such expenditures to protect its investment, even if the borrower is
not making debt service required of it under the Mortgage.
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Real property Mortgage investments tend to be relatively illiquid, with the degree of liquidity generally
fluctuating in relation to demand for and for the perceived desirability of the investment. Such iliquidity
may tend to limit the Corporation's ability to vary its portfolio promptly in response to changing economic
or investment conditions. If the Corporation were required to liquidate its real property Mortgage
investments, the proceeds to the Corporation might be significantly less than the total value of its investment
on a going concern basis.

The Corporation will be subject to the risks associated with debt financing, including the risk that Mortgage
indebtedness secured by the properties of the Corporation will not be able to be refinanced or that the terms
of re-financing will not be as favourable as the terms of existing indebtedness.

We may be unable to make investments

The Corporation may commit to making future Mortgage investments in anticipation of repayment of
principal outstanding under existing Mortgage investments. In the event that such repayments of principal
are not made in contravention of the borrowers' obligations, the Corporation may be unable to advance
some or all of the funds required to be advanced pursuant to the terms of its commitments and may face
liability in connection with its failure to make such advances.

We will be competing with others for Mortgage loans

The Corporation will be competing for Mortgage loans with individuals, corporations and institutions (both
Canadian and foreign) which are seeking or may seek Mortgage loan investments similar to those desired
by the Corporation. Many of these investors will have greater financial resources than those of the
Corporation, or operate without the investment or operating restrictions of the Corporation or according to
more flexible conditions. An increase in the availability of investment funds, and an increase in interest in
Mortgage investments, may increase competition for real property investments, thereby increasing purchase
prices and reducing the yield on investments.

We may borrow additional funds to make investments which may require us to assign some of our
Mortgages, and means that the Preferred Shares will be in subordination to such loans

The Corporation will be entitled to, and may incur indebtedness secured by the Corporation's assets to
purchase Mortgage investments. There can be no assurance that such a strategy will enhance returns, and
in fact, such strategy may reduce returns.

In determining the Corporation’s cash flow priorities, loan payments will take priority over the payment of
dividends, and in the event of the voluntary or involuntary bankruptcy or winding up of the Corporation,
the repayment of loans will take priority over the payment of dividends and return of capital to the holders
of the Preferred Shares.

The security which the Corporation is required to furnish when incurring indebtedness may include an
assignment of its Mortgages to a third party lender. If the Corporation is unable to service its debt to such
lender, a loss could result if the lender exercises its rights of foreclosure or sale.

We cannot guarantee the profitability of our Mortgage portfolio
Although the Corporation will endeavour to maintain a diversified portfolio as disclosed under Item 2
"Business of Pioneer West Mortgage Investment Corporation - Investment Objective and Strategy”, the

composition of the Corporation's investment portfolio may vary widely from time to time and may be
concentrated by type of security, industry or geography, resulting in the Corporation's portfolio being less
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diversified than anticipated. There is no assurance that the Corporation's Mortgage portfolio will reflect
the Manager's Mortgage portfolio and in fact the composition of the Corporation's Mortgage portfolio may
render it less profitable than the Manager's Mortgage portfolio. See "Conflicts of Interest™ below.

Changes in Legislation may adversely affect our profitability

There can be no assurance that income tax laws and government incentive programs relating to the real
estate industry will not be changed in a manner which adversely affects the Corporation or distributions
received by its security holders.

Our performance may be affected by environmental and other regulatory matters

Although the Corporation generally obtains an evaluation of the property to be subject to the Mortgage, in
the form of a Phase | Environmental Audit, as disclosed under Item 2. "Business of Pioneer West Mortgage
Investment Corporation - Investment Practices and Restrictions", environmental legislation and policies
have become an increasingly important feature of property ownership and management in recent years.
Under various laws, the Corporation could become liable for the costs of effecting remedial work
necessitated by the release, deposit or presence of certain materials, including hazardous or toxic substances
and wastes at or from a property, or disposed of at another location. The failure to effect remedial work
may adversely affect an owner's ability to sell real estate or to borrow using the real estate as collateral and
could result in claims against the owner.

The Corporation follows the environmental program of the Manager, which includes policies and
procedures to review and monitor environmental matters associated with its properties. The Manager's
environmental policy usually includes a Phase | Environmental Audit when warranted, conducted by an
independent and experienced environmental consultant, before advancing a loan or acquiring a Mortgage.

We rely on the knowledge and expertise of the Manager

The Corporation will be dependent on the knowledge and expertise of the Manager for investment advisory
and portfolio management services under the Financial Services Agreement. Any inability of the Manager
to perform competently or on a timely basis will negatively affect the Corporation. There is no certainty
that the persons who are currently officers and directors of the Manager will continue to be officers and
directors of the Manager for an indefinite period of time. See "Conflicts of Interest” below and Item 2.
"Business of Pioneer West Mortgage Investment Corporation - "The Manager".

Absence of Management Rights

The Preferred Shares do not carry voting rights so an investor will have no opportunity to take part in the
control or management of the Corporation’s business, including the election of directors.

Conflicts of interest

Certain of the Corporation's directors and officers are also directors or officers of the Manager and
accordingly there may be conflicts of interest if the interests of these companies are inconsistent. See Item
2. - "Business of Pioneer West Mortgage Investment Corporation - The Manager".

The Manager having entered into the Financial Services Agreement with the Corporation is entitled to earn
a fee for providing services to the Corporation. Conflicts of interest may arise because of the fact that the
directors and officers of the Manager are engaged in a wide range of investing and other business activities
which may include real property financing in direct competition with the Corporation. The Manager has

46946\0009



29

established, and intends to establish in the future, other investment vehicles which may involve transactions
which conflict with the interests of the Corporation.

The services of the Manager, the directors and officers of the Manager and the members of its credit
committee are not exclusive to the Corporation. The Manager, its affiliates, members of its credit
committee and their affiliates may, at any time, engage in promoting or managing any other corporation or
its investments including those which may compete directly or indirectly with the Corporation.

Although none of the directors or officers of the Corporation will devote all of his or her full time to the
business and affairs of the Corporation each will devote as much time as is necessary to supervise the
management of or to advise on the business and affairs of the Corporation. See Item 8. "Conflicts of
Interest”, Item 2. "Business of Pioneer West Mortgage Investment Corporation - Material Contracts”, Item
3. "Description of the Corporation - Directors, Management, Promoters and Principal Holders™ and "Interest
of Management of Others".

Item 9 - Reporting Obligations

Neither the Corporation nor the Manager are reporting issuers and therefore are not subject to most of the
continuous reporting obligations imposed on reporting issuers by securities legislation in British Columbia.
Audited financial statements will be prepared by a qualified firm of chartered accountants and will be made
available to you annually.

- Resale Restrictions
The Preferred Shares will be subject to a number of resale restrictions including a restriction on trading.
Until the restriction on trading expires, you will not be able to trade the Preferred Shares unless you comply

with an exemption from the prospectus and registration requirements under applicable securities legislation.

Unless permitted under applicable securities legislation, you cannot trade the securities before the earlier
of the date that is 12 months and a day after the Corporation:

. becomes a reporting issuer in the Canadian province or territory in which you reside, or first
becomes a reporting issuer in British Columbia and a SEDAR filer.

Item 10 - Purchaser’s Rights

If you are resident in British Columbia and you are purchasing the Preferred Shares based on the "Offering

Memorandum" Exemption (see Item 5. "Description of Securities Offered - Subscription Procedure™) you

have the following rights under securities legislation:

If you are purchasing the Preferred Shares under the OM Exemption, you have the following rights:

" Two Day Cancellation Right - You can cancel your agreement to purchase the Preferred Shares
offered by this Offering Memorandum. To do so, you must send a notice to us by midnight on the
2nd business day after you sign the agreement to buy the Preferred Shares.

. Rights in the Event of a Misrepresentation - If there is a misrepresentation in this Offering

Memorandum you have a right of action for damages or rescission against the Corporation if the
Offering Memorandum or any amendment hereto contains a misrepresentation.
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The rules to the BCSA provide, in effect, that when, in certain circumstances, a seller delivers an
Offering Memorandum or an amendment thereto to an investor to whom securities are sold, the
investor must be given a contractual right of action against the issuer of the securities for rescission
or damages. This right of action must reasonably correspond to the right provided in section 131 of
the BCSA applicable to a prospectus and may be summarized as follows:

In the event that this Offering Memorandum together with any amendments thereto, contains a
misrepresentation and it was a misrepresentation on the date of your investment, you will have a
right of action for rescission or alternatively for damages, while still the owner of any of the
Preferred Shares, provided that:

(@) the Corporation will not be held liable if you purchased the securities with knowledge of
the misrepresentation;

(b) in an action for damages, the Corporation will not be liable for all or any portion of such
damages which it proves does not represent the depreciation in value of the securities as a
result of the misrepresentation relied upon;

(©) in no case will the amount recoverable exceed the price at which the Preferred Shares were
sold to you; and

(d) the right of action for damages or rescission will be in addition to any other right or remedy
available to you at law.

In British Columbia the right of action for rescission or damages will be enforceable by you only
if you give notice to the Corporation not later than 90 days after the date on which the payment is
made for the Preferred Shares in respect of which you are exercising this right, and an action is
commenced to enforce such right:

@) in the case of an action for rescission, within 180 days after the date of the purchase; or

(b) in the case of an action for damages, within the earlier of 180 days following the date you
had knowledge of the misrepresentation and three years following the date of purchase.

You may have other rights in addition to those described above. For information about your rights, you
should consult a lawyer.

FINANCIAL STATEMENTS
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A.R.T. Tax and Audit Ltd.
#101-5830 176A St

Surrey, BC

V3S 4Hs

INDEPENDENT AUDITORS' REPORT

To the Shareholders of Pioneer West Mortgage Invesiment Corporation

We have audited the accompanying financial statements of Pioneer West Mortgage Investment
Corporation, which comprise the statement of financial position as at October 31, 2018, the statements of
income and comprehensive income, changes in shareholders' deficiency 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 thefinancial statements.

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

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Pioneer West Mortgage Investment Corporation as at October 31, 2018, and its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting
Standards.

Other Matter

The financial statements of Pioneer West Mortgage Investment Corporation as at and for the year ended
October 31, 2017 were audited by another auditor who expressed an unmodified opinion on those
statements on February 27, 2018.

AR

Chartered Professional Accountants

Surrey, British Columbia

March 6, 2019




PIONEER WEST MORTGAGE INVESTMENT

CORPORATION
Statement of Financial Position
2018 2017
ASSETS
CURRENT
Cash and cash equivalents $ 585,743 $ 370,912
Accrued interest and fees receivable 32,945 60,338
Mortgages receivable (Note 5) 5,248,293 5,213,332
Foreclosed property held-for-sale (Note 4) 1,186,916 1,407,334
7,053,897 7,051,916
LIABILITIES AND SHAREHOLDERS'
DEFICIENCY
CURRENT
Accounts payable and acerued liabilities 57,873 21,750
Prepaid mortgage interest 15,980 70,555
Dividends payable (Note 6) 113,682 111,081
Redeemable preferred shares (Note 8) 6,878,977 6,860,747
7,066,512 7,064,133
DEFICIT
Share capital (Note 7) 100 100
Deficit (12,715) (12,317)
(12,615) (12,217)

$7,053,897 $ 7,051,916

The audited statements were approved by the Board of Directors on March 6, 2019 and were signed
on behalf by: e

5\\}/@;\&/@ p&@w\

7RIS N

Norman Holmes, Director

David Stewart, Director

The accompanying notes form an integral part of the audited financial statements.



PIONEER WEST MORTGAGE INVESTMENT

CORPORATION

Statement of Income and Comprehensive Income

REVENUE
Interest income
Fees

EXPENSES

Bad debts (recovered)

Interest and bank charges

Management fees (Note 9)

Office and miscellaneous

Professional fees

Provision for mortgage impairments (Note 5)
Subcontract services

Net income and comprehensive income

2018 2017

$ 746,891 696,056
36,523 26,652
783,414 722,708
(56,022)  (31,899)
1,398 1,377
148,755 144,660
219 211
25,554 34,902
206,500 145,000
500 228
326,904 294,479
$ 456,510 $ 428,229

The accompanying notes form an integral part of the audited financial statements.




PIONEER WEST MORTGAGE INVESTMENT

CORPORATION

Statement of Changes in Shareholder’s Deficiency

Total
Share Shareholders
capital Deficit Deficiency
$ $ $

Balance as at October 31,2016 100 (12,520) (12,420)
Net income and comprehensive income - 428,229 428,229
Dividends declared (428,026) (428,026)
Balance as at October 31,2017 100 (12,317) (12,217)
Net income and comprehensive income - 456,510 456,510
Dividends declared - (456,908) (456,908)
Balance as at October 31,2018 100 (12,715) (12,615)

The accompanying notes form an integral part of these financial statements.




PIONEER WEST MORTGAGE INVESTMENT

CORPORATION

Statement of Cash Flows

Cash used in operating activities
Provision for mortgage impairments (recoveries)

Changes in non-cash operating working capital
Changes in accrued interest receivable
Gross change in mortgage receivable
Change in foreclosed property held-for-sale
Change in accounts payable and accrued liabilities
Change in dividends payable
Change in prepaid mortgage interest

Net cash used in operating activities
Cash flows from financing activities
Dividends declared and paid
Issuance of preferred shares

Redemption of preferred shares

Cash generated from financing activities

Net decrease in cash
Cash - Beginning of year

Cash - end ofyear

2018 2017
$ 456,510 428,229
206,500 145,000
27,393  (32,477)
(34,961) (546,324)

13,918 175,665

36,123 750

2,601 12,610
(54,575) 11,829
653,509 195,282
(456,908) (428,026)
445,578 387,597
(427,348) (625,268)
(438,678) (665,697)
214,831 (470,415)
370,912 841,327

$ 585,743 370,912

The accompanying notes form an integral part of these financial statements.




PIONEER WEST MORTGAGE INVESTMENT
CORPORATION

Notes to Financial Statements
Year ended October 31, 2018

Nature of operations:

Pioneer West Mortgage Investment Corporation (the "Entity") is incorporated under the laws of
the Province of British Columbia. The Entity carries on business as a mortgage investment
corporation pursuant to Section 130.1 of the Income Tax Act

The Entity's primary mandate is to invest its pooled funds into residential mortgages and to
provide its shareholders with an acceptable rate of return on their invested capital.

The address of the Entity's registered office is 2010 - 1055 West Georgia Street, Vancouver, BC
V6E 3P3.

Basis of presentation:

(a) Statement of compliance:
The financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS") as issued by the International Accounting Standards Board

("IASB"). The significant accounting policies applied in the preparation of the financial
statements are set out in note 3.

These financial stateinents were authorized for issuance by the Board of Directors of the
Entity on March 6, 2019.

(b) Basis of measurement:
The financial statements have been prepared on the historical cost basis.
(c) Functional and presentation currency:

The financial statements are expressed in Canadian dollars, which is the Entity's functional
currency.




PIONEER WEST MORTGAGE INVESTMENT
CORPORATION

Notes to Financial Statements
Year ended October 31, 2018

2. Basis of presentation (continued):

(d)

Use of estimates and judgments:

The preparation of financial statements requires management to make estimates and
assumptions that affect the application of accounting policies and the reported amounts of
assets, liabilities, income, and expenses. Actual results may differ from these estimates.
These estimates are reviewed periodically on a prospective basis, and, as adjustments
become necessary, they are reported in earnings in the period in which they become
known.

Significant areas requiring the use of management estimates relate to the valuation of
mortgages receivable, foreclosed property held-for-sale and accrued interest receivable,
provisions for impaired loan and property valuations.

3. Significant accounting policies:

(a)

Cash and cash equivalents:

The Entity's cash and cash equivalents consist of cash on hand. Foreign currencies are
converted to Canadian dollars at the exchange rate in effect at the balance sheet date. The
Entity considers all highly liquid investments with an original maturity of three months or
less to be cash equivalents. Cash and cash equivalents have been designated as held-for-
trading.

(b) Accrued interest and fees receivable:

()

Receivables are recorded at face value less any provisions for uncollectible accounts
considered necessary.

Mortgages receivable:

Mortgages receivable are classified as loans and receivables and are recorded at amortized
cost, less allowance for loan impairment.




PIONEER WEST MORTGAGE INVESTMENT
CORPORATION

Notes to Financial Statements
Year ended October 31, 2018

3. Significant accounting policies (continued):

(d) Foreclosed property held-for-sale:

(e)

®

When the Entity obtains legal title of the underlying security of an impaired mortgage
receivable, the carrying value of the mortgage receivable, which comprises principal and
the related provision for mortgage receivable impairment, if any, is reclassified from
mortgages receivable 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 Entity uses management's best estimate to determine fair
value of the property, which may involve 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.

Interest income is accounted for using the effective interest rate method on the accrual
basis.

Interest penalties received as a result of loan prepayments are recognized as income in the
year in which the prepayment ismade.

Income taxes:

It is the intention of the Entity to qualify as a mortgage investment corporation (“MIC")
under section 130.1 of the Income Tax Act (Canada) (the 'Tax Act'1). A MIC is able to
deduct, in computing its income for a taxation year, dividends paid to its shareholders
during the year or within 9o 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 Entity 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.




PIONEER WEST MORTGAGE INVESTMENT
CORPORATION

Notes to Financial Statements
Year ended October 31, 2018

3. Significant accounting policies (continued):

€]

)

Financial instruments:

All financial instruments are initially recognized on the balance sheet at fair value at
acquisition. Measurement in subsequent periods depends on whether the financial
instrument has been classified as fair value through profit or loss, available-for-sale, held-
to-maturity, loans and receivables, or other financial liabilities. During the year, there has
been no reclassification of financial instruments.

The financial instruments classified as fair value through profit or loss are measured at fair
value with unrealized gains and losses recognized in net income. The Entity's financial
instruments classified as fair value through profit and loss include foreclosed property
held- for-sale.

Available-for-sale financial assets are measured at fair value with unrealized gains and
losses recognized in other comprehensive income. The Entity does not have any financial

assets classified as available-for-sale.

The financial assets classified as loans and receivables are initially measured at fair value,

- then subsequently carried at amortized cost. The Entity's financial assets classified as loans

and receivables include accrued interest and fees receivable and mortgages receivable.

The financial assets classified as held-to-maturity are initially measured at fair value, then
subsequently carried at amortized cost. The Entity does not have any held-to-maturity
financial assets.

Financial instruments classified as other financial liabilities are initially measured at fair
value, then subsequently carried at amortized cost. Other financial liabilities include
accounts payable and accrued liabilities, prepaid mortgage interest and dividends payable.

Redeemable preferred shares:

The Entity classifies financial instruments issued as financial liabilities or equity
instruments in accordance with the substance of the contractual terms of the instruments.
As such, preferred shares, which are redeemable, are presented as a liability of the Entity.
These preferred shares are redeemable at a price equal to their original issue amount plus
the amount of dividends declared and unpaid and a pro-rata share of retained earnings at
the time the redemption is paid out. Incremental costs directly attributable to the issuance
of redeemable preferred shares are recognized as a deduction from the liability, net of any
tax effects.




PIONEER WEST MORTGAGE INVESTMENT
CORPORATION

Notes to Financial Statements
Year ended October 31, 2018

3. Significant accounting policies (continued):

(i)

@}

Common shares:

Common shares are classified as equity and presented at the value of the shares issued.
Incremental costs directly attributable to the issue of common shares are recognized as a
deduction from equity, net of any tax effects.

Impairment:

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

estimated reliably.

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

The Entity considers evidence of impairment for mortgages receivable at the specific
mortgage level. All mortgages receivable are assessed for specific impairment on a regular
basis. Mortgages receivables, where interest or principal is contractually past due 9o days,
are automatically recognized as impaired, unless management determines that the loan is
fully secured or in the process of collection and the collection efforts are reasonably
expected to result in either repayment of the loan or to restore the loan to a current status.
Estimated realization amounts are determined by the estimated fair value of the security
underlying the mortgages after deducting estimated costs of realization.




PIONEER WEST MORTGAGE INVESTMENT
CORPORATION

Notes to Financial Statements
Year ended October 31, 2018

3. Significant accounting policies (continued):

(k) New standards and interpretations issued but not yet adopted:

The Entity has reviewed new and revised accounting pronouncements that have been
issued but are not yet effective. The Entity has not early adopted any of these standards
and is currently evaluating the impact, if any, that these standards might have on its
financial statements.

IFRS 9, Financial Instruments, will replace the guidance in IAS 39, Financial
Instruments: Recognition and Measurement, and consists of three separate phases, which
include classification and measurement of financial assets and liabilities, impairment of
financial assets and hedge accounting,.

IFRS ¢ uses a single approach to determine whether a financial asset is measured at
amortized cost or fair value, replacing the multiple rules in IAS 39. The approach in IFRS 9
is based on how an entity manages its financial instruments in the context of its business
model and the contractual cash flow characteristics of the financial assets. The new
standard also requires a single impairment method to be used, replacing the multiple
impairment methods in IAS 39. IFRS 9 is effective for annual periods beginning on or after
January 1, 2018, and ‘therefore will be in effect for the Entity for the year ending October
31, 2019. ‘ ‘

IFRS 15, Revenue from Contracts with Customers, provides a comprehensive five-step
revenue recognition model for all contracts with customers and requires management to
exercise significant judgment and make estimates that affect revenue recognition. IFRS 15
is effective for annual periods beginning on or after January 1, 2018, and therefore will be
in effect for the Entity's year ending October 31, 2019,

4. TForeclosed property held-for-sale:

As at October 31, 2018, the carrying value of the interest in arrears on the seven mortgages in
foreclosure has been determined not to be impaired. The charge to income during the year
related to this provision is $36,300 (2017 - ($37,153)) and is included in bad debts.

As at October 31, 2018, the Entity had seven mortgages in foreclosure recorded at a fair value of
$1,186,916 and three additional mortgages in payment arrears (2017 - ten mortgages in
foreclosure with a fair value of $1,407,334 and seven additional mortgages in payment arrears).

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 October 31, 2018, the Entity engaged
independent real estate brokers and independent professional appraisers to determine the fair
value of the property as of October 31, 2018.
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PIONEER WEST MORTGAGE INVESTMENT
CORPORATION

Notes to Financial Statements
Year ended October 31, 2018

5. Mortgages receivable:

2018 2017

Interest in first mortgages $ 2,669,175 2,189,054
Interest in non-first mortgages 2,802,618 3,211,478
5,471,793 5,400,532

Less provision for mortgage impairments 223,500 187,200
$ 5,248,293 5,213,332

The average mortgage balance is $118,905 (2017 - $109,800).
The weighted average interest rate is 11.87 % (2017 - 11.5%)

The average length of each mortgage is 12 months (2017 - 12 months)

The majority of the mortgages are residential mortgages registered against properties in the

major urban centers of British Columbia and Alberta.

11




PIONEER WEST MORTGAGE INVESTMENT
CORPORATION

Notes to Financial Statements
Year ended October 31, 2018

5. Mortgages receivable (continued):

First Non-first
mortgages mortgages 2018 2017
Types of mortgage:
Residential $2,609,176 $ 2,639,117 $ 5,248,293 $ 5,213,332
Impairment allowance:
Balance, beginning of
the year $ 25,200 $ 162,000 $ 187,200 $ 146,500
Current year
impairment allowance - 206,500 206,500 145,000
Reversal of prior year
allowance (25,200) (145,000) (170,200) (104,300)
$ - $ 223,500 $ 223,500 $ 187,200

6. Dividends:

The Entity follows a dividend policy in accordance with the provisions of the Income Tax Act
related to mortgage investment corporations. Dividends are paid on an annual basis after year-
end.

Dividends previously declared on the preferred shares of the Entity were distributed as follows:

2018 2017
Dividends payable, beginning of year $ 111,081 $ 98,740
Dividends paid in cash (282,129) (268,328)
Dividends paid in shares (172,178) (147,087)
Dividends declared during the year 456,008 428,026
$ 113,682 $ 111,081

12




PIONEER WEST MORTGAGE INVESTMENT
CORPORATION

Notes to Financial Statements
Year ended October 31, 2018

=. Share capital:

2018 2017
Authorized:
1,000,000 voting common shares with a par value of
$1.00 per share
Tssued:
100 common shares {2017-100) $ 100 $ 100
8. Redeemable preferred shares:
2018 2017
Authorized:
100,000,000 redeemable non-voting preferred
shares with a par and redemption value of $1.00 per
share
Tssued: -
6,878,977 {2017- 6,860,747) redeemable non-voting
preferred shares with a par and redemption value of
$1.00 per share $ 6,878,977 $ 6,860,747

The Entity follows the IFRS recommendations for accounting for financial instruments.
Therefore the issued preferred shares which have attributes of a financial liability are presented
as such.

{a) Issuance of shares:

During the year, the Entity issued 445,578 {2017 — 387,597) preferred shares for cash
consideration of $ 445,578 {2017 - $387,597). Of the shares issued, $172,178 {2017 -
$147,687) came from re-invested dividends from shareholders.

{b) Redemption of shares:

During the year, the Entity redeemed 427,348 {2017 — 625,268) preferred shares for cash
consideration of $427,348 {2017 -$625,268).

13




PIONEER WEST MORTGAGE INVESTMENT
CORPORATION

Notes to Financial Statements
Year ended October 31, 2018

9. Related party transactions:

During the year, the Entity paid management fees in the amount of $148,755 {2017- $144,660)
to a company controlled by common shareholders.

These amounts are recorded at the exchange amount based on amounts paid.

There are no commitments or guarantees attributed to the Entity from the related party at
October 31, 2018.

10. Financial instruments:

{a)

Fair value measurement;

The fair values of accounts payable and accrued liabilities, prepaid mortgage interest and
dividends payable approximate their carrying values given the short term nature of these
instruments.

The fair values of cash and cash equivalents, mortgages receivable, foreclosed property
held-for-sale and accrued interest and fees receivable, net of allowance for credit losses,
and preferred shares are considered to be their amortized cost.

In accordance with IFRS, the Entity must classify fair value measurements using a fair
value hierarchy that reflects the significance of the inputs used in making fair value
measurements. The following hierarchy is used in determining and disclosing the fair
value of financial instruments.

Level 1: Unadjusted market prices in active markets for identical assets and liabilities;

Level 2: Inputs other than quoted prices that are observable for the asset or liability
either directly or indirectly; and

Level 3: Inputs that are not based or observable market data.

Accrued interest and fees receivable, accounts payable and accrued liabilities, prepaid
mortgage interest, dividends payable and preferred shares are classified using the fair
value hierarchy as level 2, and mortgages receivable and foreclosed property held-for-
sale are classified using the fair value hierarchy as level 3.

14




PIONEER WEST MORTGAGE INVESTMENT
CORPORATION

Notes to Financial Statements
Year ended October 31, 2018

10. Financial instruments (continued):

()

Financial risk management:

The Entity is exposed to various risks though its financial instruments and has a
comprehensive risk management framework to monitor, evaluate and manage these risks.
The following analysis provides information about the Entity's risk exposure and
concentrations as of October 31,2018.

(i)

(ii)

(i

Credit risk:

Credit risk arises from the potential that a counter party will fail to perform its
obligations. The Entity is exposed to credit risk in that the mortgagor will fail to
discharge the obligation causing the Entity to incur a financial loss. In order to
reduce its credit risk, the Entity ensures that the collateral value of the security fully
protects first, second and subsequent mortgage advances and that there is a viable
exit strategy for each loan. A provision for mortgage impairments is established
based upon factors surrounding the delinquency of specific accounts, historical
trends and other information. The Entity has a significant number of mortgages
which minimizes concentration of credit risk.

The maximum exposure to credit risk at October 31, 2018 is the fair value of its
accrued interest and fees receivable, mortgages receivable and foreclosed property
held-for-sale, which total $6,597,656 (2017 - $6,681,004). The Entity has recourse
under these mortgages in the event of default by the borrower, in which case the
Entity would have a claim against the underlying property.

Liquidity risk:

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations
associated with financial liabilities. The Entity is exposed to this risk mainly in
respect of its receipts of funds from its mortgages and other related sources, share
purchases and redemptions, and accounts payable. Management routinely forecasts
future cash flow sources and requirements to ensure cash is efficiently utilized. The
Entity manages liquidity risk by investing in mortgages receivable with short
maturities and declaring dividends based on cash availability.

Market risk:
Market risk is the risk that the fair value or future cash flows of a financial

instrument will fluctuate because of changes in market prices. Market risk comprises
four types of risk: currency risk, interest rate risk, fair value risk and other price risk.

15




PIONEER WEST MORTGAGE INVESTMENT
CORPORATION

Notes to Financial Statements
Year ended October 31, 2018

10. Financial instruments (continued):

(b)

Financial risk management (continued):

(iv)

(vi)

(vil)

Currency risk:

Currency risk is the risk to the Entity's earnings that arise from fluctuations of
foreign exchange rates and the degree of volatility of these rates. The Entity does not
hold any financial instruments in foreign currency, therefore it is not exposed to
foreign currency risk.

Interest rate risk:

Interest rate risk is the risk that the value of a financial instrument might be
adversely affected by a change in the interest rates. In seeking to minimize the risks
from interest rate fluctuations, the Entity manages exposure through its normal
operating and financing activities. Changes in market interest rates may have an
effect on the cash flows associated with some financial assets and liabilities, known
as cash flow risk, and on the fair value of other financial assets or liabilities, known
as price risk. This risk is mitigated by ensuring mortgages receivable are all short
term and the interest rate charged is at a fixed rate.

Fair value risk:

The Fair value risk is the potential for loss from an adverse movement in the value of
a financial instrument. The Entity is exposed to fair value risk with is mortgages
receivable and foreclosed property held-for-sale. The Entity aims to minimize fair
value risk through maintaining sufficient loan to value ratios on the advance of
mortgages.

Other price risk:

Other price risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market prices (other than those
arising from interest rate risk or currency risk), whether those changes are caused by
factors specific to the individual financial instrument or its issuer, or factors affecting
all similar financial instruments traded in the market. The Entity does not hold
financial instruments traded in the active market, therefore it is not exposed to other
price risk.
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PIONEER WEST MORTGAGE INVESTMENT
CORPORATION

Notes to Financial Statements
Year ended October 31, 2018

11.

12,

Capital management

The Entity's objectives when managing capital are to safeguard the Entity's ability to continue as
a going concern, so that it can continue to provide returns for shareholders and benefits for
other stakeholders and provide adequate return to shareholders by charging interest rates on
mortgages commensurate with the level of risk.

The capital structure of the Entity consists of share capital and deficit. The Entity reviews its
capital structure on an ongoing basis and adjusts this structure in response to mortgage
investment opportunities, the availability of capital, and anticipated changes in general
economic conditions.

The Entity monitors capital on the basis of a return on investment calculation and endeavors to
provide shareholders with the highest possible return each year. During the year, the Entity's
strategy, which was unchanged from the prior year, was to advance an adequate amount of
mortgages at an acceptable risk level to provide the maximum return to shareholders.

Comparative information:

Certain comparative figures have been reclassified from those previously presented to conform
to the presentation of the 2018 financial statemenrts.

17
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Item 11 - Certificate and Date
Dated March 18, 2019

This Offering Memorandum does not contain a misrepresentation.

On behalf of the Board:

14 i . 14 " "

Diréctor and President Director and Secretary

On ehalf of Pioneer West Acceptance Corp. (the Promoter):

Mé»/w(\ > MY Qf\/ "

Director and President Dirkctor and Secfetar
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FORM 45-103F3

I acknowledge that this is a risky investment:

o | am investing entirely at my own risk.

o No securities commission has evaluated or endorsed the merits of these securities or the
disclosure in the offering memorandum.

o The person selling me these securities is not registered with a securities commission and
has no duty to tell me whether this investment is suitable for me.

o Iwill not be able to sell these securities except in very limited circumstances.

o | may never be able to sell these securities.

o | could lose all the money I invest.

I am investing $ in total; this includes any amount I am obliged to pay in future.
Pioneer Pioneer West Mortgage Investment Corporation will pay $ [amount of
fee or commission] of this to [name of

person or company selling the securities] as a fee or commission.

©Z - ZR P Z

I acknowledge that this is a risky investment and that | could lose all the money I invest.

Date Signature of Purchaser

Print Name of Purchaser

You have 2 business days to cancel your purchase.

To do so, send a notice to Pioneer West Mortgage Investment Corporation stating that you want to cancel your
purchase. You must send the notice before midnight on the 2" business day after you sign the agreement to purchase
the securities. You can end the notice by fax or email or deliver it is person to Pioneer West Mortgage Investment
Corporation at its business address. Keep a copy of the notice for your records.

Pioneer West Mortgage Investment Corporation
Suite 201 — 814 West 15" Street,

North Vancouver, BC, Canada V7P 1M6
Phone: 1-604-987-1420 Fax: 1-604-987-1460

46946\0009
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Toll Free: 1-877-987-1420
E-mail: info@pioneerwest.com

You are buying Exempt Market Securities

They are called exempt market securities because two parts of securities law do not apply to them. If an issuer wants
to sell exempt market securities to you:

o the issuer does not have to give you a prospectus (a document that describes the investment in detail and
gives you some legal protections), and

o the securities do not have to be sold by an investment dealer registered with a securities regulatory authority.

There are restrictions on your ability to resell exempt market securities. Exempt market securities are more risky
than other securities.

You will receive an offering memorandum

Read the offering memorandum carefully because it has important information about the issuer and its securities.
Keep the offering memorandum because you have rights based on it. Talk to a lawyer for details about these rights.

You will not receive advice

You will not get professional advice about whether the investment is suitable for you. But you can still seek that
advice from a registered adviser or investment dealer registered with a securities commission.

The securities you are buying are not listed

The securities you are buying are not listed on any stock exchange, and they may never be listed. You may never
be able to sell these securities.

The issuer of your securities is a non-reporting issuer

A non-reporting issuer does not have to publish financial information or notify the public of changes in its business.
You may not receive ongoing information about this issuer.

For more information on the exempt market, call your local securities regulatory authority. If you live in British
Columbia, contact the British Columbia Securities Commission at (604) 899-6500, (outside the local area, call toll-
free 1-800-373-6393) or visit its website at www.bcsc.bc.ca.

[Instruction: The purchaser must sign 2 copies of this form. The purchaser and the issuer must each receive a
signed copy.]
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