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Date:   April 30, 2010 

The Issuer MORTGAGE INVESTMENT CORPORATION OF EASTERN ONTARIO 
    (the “Corporation” or “MICEO”) 

Name: Mortgage Investment Corporation of Eastern Ontario 
Head Office: 14216 Road 38, P.O. Box 208, Sharbot Lake, Ontario, K0H 2P0 
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Currently listed No, these securities do not trade on any exchange or market. 
or quoted:            

Reporting issuer?   No. 

SEDAR filer?   No. 

United States Registrant? No. 

The Offering 

Securities offered: Up to 2,500,000 common shares of the Corporation. 

Price per security: The issue price per share will be equal to the Book Value Per Share at the time of purchase.  The 
Corporation intends to maintain a book value per Share of $10.00 (see Item 5.2, “Subscription Procedure 
– Share Price”) 

Maximum offering: Maximum offering is 2,500,000 common shares ($25,000,000 expected value).  Minimum offering is $0.  
As there is no minimum offering, you may be the only purchaser. 

Payment terms: There are two options for settling payment for Shares: 

(i) bank draft or certified cheque payable to the Corporation, or 

(ii) electronic settlement via FundSERV network through FundSERV registered dealers. FundSERV 
order code WAR210.  For further information see Item 5.2 “Subscription Procedure”. 

Proposed Closing  One or more dates prior to an estimated final closing date of May 31, 2011. All 
Dates: subscription orders will be dated on the last day of the each month and settled within three business days.  
 Subscribers will become owners of the Shares on the settlement date. 

Income Tax  There are important tax consequences to these securities. The Shares will be 
Consequences: qualified investments for inclusion in a Canadian RRSP, RRIF, RESP, TFSA, or 
  DPSP subject to the Corporation maintaining its status as a “mortgage investment corporation”.  For further 
  information, see Item 6. 

Selling agent: The Corporation has not retained a selling agent.  The Corporation entered into a distribution agreement 
with W.A. Robinson & Associates Ltd. (the “Distributor”). No sales commissions are paid by the 
Corporation to the Distributor or to any registered dealer.   

Resale Restrictions 

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

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 for damages or to cancel the agreement.  See item 11, Purchasers’ Rights. 

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, Risk Factors. 
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United States Offering Considerations 

No securities regulatory authority has assessed the merits of these securities or reviewed this offering 
memorandum. Any misrepresentation to the contrary is an offence. The information disclosed on this page is a 
summary only. Purchasers should read the entire offering memorandum for full details about the offering. This 
is a risky investment. You could lose all the money you invest. 

This offering memorandum constitutes a private offering of these securities only in those jurisdictions where they may 
be lawfully offered for sale and therein only by persons permitted to sell these securities and to those persons to whom 
they may be lawfully sold.  This memorandum is not, and under no circumstances is to be construed as a prospectus or 
advertisement or a public offering of these securities.  This memorandum is confidential.  By their acceptance hereof, 
prospective investors agree that they will not transmit, reproduce or make available to anyone this memorandum or 
any information contained herein.  

THE SECURITIES ARE BEING OFFERED PURSUANT TO EXEMPTIONS UNDER THE UNITED STATES 
SECURITIES ACT OF 1933, AS AMENDED, AND CERTAIN STATE SECURITIES ACTS.  A REGISTRATION 
STATEMENT RELATING TO THE SECURITIES HAS NOT BEEN FILED WITH THE SECURITIES AND 
EXCHANGE COMMISSION (THE 'SEC") OR ANY STATE SECURITIES COMMISSION.  THE SECURITIES 
HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SEC OR ANY STATE SECURITIES 
COMMISSION NOR HAS THE SEC OR ANY STATE SECURITIES COMMISSION PASSED UPON THE 
MERITS OR VALUE OF THE SECURITIES, MADE ANY RECOMMENDATIONS AS TO THEIR PURCHASE, 
OR PASSED UPON THE ACCURACY, COMPLETENESS OR ADEQUACY OF THIS MEMORANDUM.  ANY 
REPRESENTATIONS TO THE CONTRARY IS A CRIMINAL OFFENSE. 

YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED IN THIS OFFERING MEMORANDUM.  
WE HAVE NOT AUTHORIZED ANYONE TO PROVIDE YOU WITH DIFFERENT INFORMATION.  WE ARE 
NOT MAKING AN OFFER OF THESE SECURITIES IN ANY STATE WHERE THE OFFER IS NOT 
PERMITTED.  YOU SHOULD NOT ASSUME THAT THE INFORMATION CONTAINED IN THIS OFFERING 
MEMORANDUM IS ACCURATE AS OF ANY DATE OTHER THAN THE DATE ON THE FRONT OF THIS 
OFFERING MEMORANDUM. 

We have prepared this offering memorandum solely for use in connection with the proposed offering of the securities 
described in this offering memorandum.  This offering memorandum is personal to each offeree and does not 
constitute an offer to any other person or to the public generally to subscribe for or otherwise acquire securities. 
Distribution of this offering memorandum to any other person other than the prospective investor and any person 
retained to advise such prospective investor with respect to its purchase is unauthorized, and any disclosure of any of 
its contents, without our prior written consent, is prohibited.  Each prospective investor, by accepting delivery of this 
offering memorandum, agrees to the foregoing and to make no photocopies of this offering memorandum or any 
documents referred to in this offering memorandum. 

In making an investment decision, prospective investors must rely on their own examination of the Corporation (as 
defined herein) and the terms of the offering, including the merits and risks involved.  Prospective investors should not 
construe anything in this offering memorandum as legal, business or tax advice.  Each prospective investor should 
consult its own advisors as needed to make its investment decision and to determine whether it is legally permitted to 
purchase the securities under applicable legal investment or similar laws or regulations. 

The Corporation makes no representations regarding the tax consequences to United States residents of acquiring, 
holding or disposing of the securities.  Every potential Investor of securities is responsible for and urged to consult 
their own tax advisor to asses any tax issues which may affect that potential buyer in their home jurisdiction and under 
Canadian tax laws. 

In this offering memorandum, we rely on and refer to information and statistics regarding our industry.  We obtained 
this market data from independent industry publications or other publicly available information.  Although we believe 
that these sources are reliable, we have not independently verified and do not guarantee the accuracy and completeness 
of this information. 
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NEITHER THE SEC, ANY STATE SECURITIES COMMISSION NOR ANY OTHER REGULATORY 
AUTHORITY HAS APPROVED OR DISAPPROVED THE SECURITIES NOR HAVE ANY OF THE 
FOREGOING AUTHORITIES PASSED UPON OR ENDORSED THE MERITS OF THIS OFFERING OR THE 
ACCURACY OR ADEQUACY OF THIS OFFERING MEMORANDUM.  ANY REPRESENTATION TO THE 
CONTRARY IS A CRIMINAL OFFENSE. THE UNITS ARE SUBJECT TO RESTRICTIONS ON 
TRANSFERABILITY AND RESALE AND MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS 
PERMITTED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (AND THE APPLICABLE STATE 
SECURITIES LAWS PURSUANT TO REGISTRATION OR EXEMPTION THEREFROM.  AS A PROSPECTIVE 
PURCHASER, YOU SHOULD BE AWARE THAT YOU MAY BE REQUIRED TO BEAR THE FINANCIAL 
RISKS OF THIS INVESTMENT FOR AN INDEFINITE PERIOD OF TIME.   

 

NOTICE TO NEW HAMPSHIRE RESIDENTS 

 

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE HAS 
BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES WITH THE STATE 
OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON 
IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF 
STATE THAT ANY DOCUMENT FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING.  
NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR 
A SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY 
WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, 
ANY PERSON, SECURITY OR TRANSACTION.  IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO 
ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT 
WITH THE PROVISIONS OF THIS PARAGRAPH. 
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GLOSSARY OF TERMS 

The following are definitions of certain terms used in this offering memorandum: 

“Administrator” means Pillar Financial Services Inc. 

“Board of Directors” means the board of directors of the Corporation; 

“Book Value Per Share” means the value of Common Shares which is equal to the outstanding principal 
value of the Corporation’s mortgages, net of any write-down for impairment, plus any accrued interest, 
pre-paid expenses, cash and other assets of the Corporation, less liabilities of the Corporation, divided by 
the number of issued and outstanding Common Shares of the Corporation. 

“Common Shares” or “Shares” means the common shares in the capital of the Corporation; 

“Corporation” or “MICEO” means Mortgage Investment Corporation of Eastern Ontario; 

“Distributor” means W.A. Robinson & Associates Ltd. 

“DPSP” means deferred profit sharing plan as defined under the ITA. 

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

“Investor” means a purchaser of Common Shares pursuant to this Offering. 

“Manager” means W.A. Robinson & Associates Ltd. 

“MIC” means mortgage investment corporation as defined under the ITA. 

“Offering” means the offering of common shares in the capital of the Corporation as described in this 
offering memorandum; 

“Registered Plans” means any one of RESP, RRIF, TFSA, DPSP and RRSP. 

“RESP” means registered education savings plan as defined under the ITA. 

“RRIF” means registered retirement income fund as defined under the ITA. 

“RRSP” means registered retirement savings plan as defined under the ITA. 

“TFSA” means tax free savings account as defined under the ITA. 

“Valuation Date” means the last business day of each calendar month. 
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ITEM 1 USE OF AVAILABLE FUNDS 

1.1 Net Proceeds – The net proceeds of the offering that will be available to the Corporation after the 
offering are as follows: 

 Assuming minimum 
offering 

Assuming maximum 
offering 

A Amount to be raised by this 
offering 

$0 $ 25,000,000

B Selling commissions and fees Nil Nil

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

($ 15,000) ($ 15,000)

D Net proceeds:  D = A – (B + C) ($ 15,000) $ 24,985,000

 

1.2 Use of Available Funds – a detailed breakdown of how the Corporation will use the net proceeds 
is as follows: 

Description of intended use of net 
proceeds listed in order of priority 

Assuming minimum 
offering 

Assuming max. offering 

Investment in mortgages as described 
under Item 2 

$0 $ 24,985,000

 

1.3 Reallocation – We intend to spend the available funds as stated.  We will reallocate funds only 
for sound business reasons. 

ITEM 2 BUSINESS OF THE CORPORATION 

2.1 Structure  

The Corporation was formed by Articles of Amalgamation filed June 1, 2006 under the Business 
Corporations Act (Ontario). 

2.2 Our Business  

General 

The Corporation is a “mortgage investment corporation” (“MIC”) as defined under the ITA.  (See “Item 6 
– Income Tax Consequences – Status of the Corporation” for the requirement of a MIC under the ITA).  
As such, its business consists in the lending of money, principally to individuals, for the purpose of 
acquiring, developing, maintaining or upgrading residential real estate or other real property, against the 
security of a mortgage granted on such property. 

The Corporation’s objective is to generate income while preserving, for its shareholders, capital for re-
investment.  The Corporation makes loans which do not generally meet the underwriting criteria of 
conventional lenders and/or involve borrowers in rural areas typically not well serviced by major lenders.  
As a result, the mortgages held by the Corporation are expected to earn a higher rate of interest than what 
is generally obtainable through conventional mortgage lending activities.  Unlike mortgage mutual funds, 
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the Corporation engages in direct mortgage lending activities instead of acquiring mortgages, or fractional 
interests in mortgages, in the secondary market.  Also unlike many mortgage mutual funds, the 
Corporation does not use derivatives and does not participate in mortgage syndications. 

The Corporation intends to conduct its mortgage lending activities on properties located in Canada, 
primarily in Ontario. 

The following table summarizes the organizations involved in the management of the investments and 
affairs of the Corporation: 

Manager, Portfolio 
Advisor and 
Distributor 

W.A Robinson & Associates Ltd. 
14216 Road 38, Sharbot Lake, Ontario, K0H 2P0 

Mortgage Broker and 
Administrator 

Pillar Financial Services Inc. 
14216 Road 38, Sharbot Lake, Ontario, K0H 2P0 

Registrar and 
Transfer Agent 

W.A Robinson & Associates Ltd. 
14216 Road 38, Sharbot Lake, Ontario, K0H 2P0 

Auditor Raymond Chabot Grant Thornton 
2505 St. Laurent Boulevard, Ottawa, Ontario, K1H 1E4 

 

W.A. Robinson & Associates Ltd. (the “Manager”) has been retained by the Corporation to 
manage the overall business and operations of the Corporation, to provide it with investment 
advice and portfolio management services in respect of its investment portfolio, and to act as 
distributor of the Common Shares.  The Manager also serves the role of transfer agent and 
registrar of the Common Shares. The Manager is majority-owned by Mr. Wayne A. Robinson.  
Further information on the Manager can be found in this section under the heading “The 
Manager”.  

Pillar Financial Services Inc. (the “Administrator”) is a licensed mortgage broker and mortgage 
administrator and has been retained by the Corporation to service the Corporation’s mortgage 
portfolio, including the sourcing and administration of mortgages. The Administrator is also 
responsible for the underwriting and recommendation of prospective mortgage applications, 
collection of payments and, where necessary, commencing enforcement proceedings against 
delinquent mortgagors. The Administrator is wholly owned by Mr. Wayne A. Robinson and as 
such is an affiliate of the Manager.  Further information on the Administrator can be found in this 
section under the heading “The Administrator”. 

As a MIC for the purposes of the ITA, the Corporation will be allowed to deduct from its taxable income 
the dividends that are paid to its shareholders.  The Corporation intends to pay out annually to its 
shareholders all of its net income and net realized capital gains as dividends and, as a result, the 
Corporation does not anticipate paying any income tax in any taxation year. 

Investment Strategies 

The Corporation’s business consists in lending money, principally to individuals, for the 
purposes of acquiring, developing, maintaining or upgrading residential and other real property, 
against the security of a mortgage granted on such property. The purchase of a single security, 
namely, the Common Shares, allows an investor to participate with other investors in a common 
fund holding a variety of mortgages. 
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The Corporation works closely with retail mortgage brokers throughout Ontario in order to 
market itself as a lender of choice in the non-conventional mortgage market segment. In this 
manner, it expects to be well positioned to receive referrals on mortgage lending opportunities 
that do not meet the criteria of the major lending institutions and/or will involve borrowers in rural 
areas typically not well serviced by major lenders. As a result, the Corporation’s investments in 
non-conventional mortgages are expected to earn a higher rate of interest than what is 
generally obtainable through usual mortgage lending activities. In furtherance of its strategy, the 
Corporation: 

(i) will make loans in amounts up to 80% of the fair market value of the mortgaged 
property, subject to certain restrictions, as more fully set out under “Investment 
Restrictions”, for initial terms of up to five years; 

(ii) may from time to time engage in bridge financing activities including the financing of 
new home construction; 

(iii) targets that at least 70% of the mortgages held will be as first mortgagee and no 
more than 30% of the mortgages held will be as second mortgagee; 

(iv) allows for up to 49% of the mortgages held to be on commercial or mixed use 
properties; 

(v) intends to generally invest in open mortgages carrying a fixed rate of interest; 

(vi) targets holding a cash or near cash position equal to approximately 5% of its total 
assets; and 

(vii) will not buy or sell mortgages in the secondary market, hold a fractional interest in a 
mortgage or participate in mortgage syndications except as provided under the 
Corporation’s Investment Policies (see “Investment Policies” paragraph (vi).) 

The Corporation maintains a revolving credit facility (line of credit) in the amount of $3,000,000 with the 
Royal Bank of Canada.  The facility is secured by an assignment of the Corporation’s receivables, a 
general security agreement and a hypothec over the Corporation’s movable property.  The Corporation 
does not intend to pursue a leveraged investment strategy i.e., it will not borrow money (including 
drawing on its line of credit) in an attempt to increase the Corporation’s returns by taking 
advantage of the difference between the interest earned on the loans made by the Corporation 
and the cost of borrowing the money to make such loans. The line of credit will instead be used 
to smooth out the Corporation’s cash flow. In effect, the timing of large cash inflows is 
unpredictable as mortgage terms permit mortgagors to repay their mortgages at any time and 
the timing of new equity from investors is generally uncertain. The facility allows the Corporation 
to maintain its liquidity requirements within the limits of its investment policies while placing a 
higher continuous percentage of its assets in its mortgage portfolio. Used in this way, the 
availability of this line of credit ultimately enhances the overall return of the Corporation. 

Operating restrictions 

The Corporation’s investment practices are subject to certain operating, lending and other 
restrictions which have been adopted by the Board of Directors. According to these restrictions, 
the Corporation may not: 

(i) make a mortgage loan if, immediately after the closing of the loan transaction, the 
amount so lent would be greater than 10% of the book value of the Corporation’s net 
assets; 

(ii) guarantee securities or obligations of any person or company; 
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(iii) engage in securities lending; 

(iv) engage in derivative transactions for any purpose; 

(v) lend money on the security of a mortgage unless an independent appraisal by a 
qualified appraiser of the real estate which is the primary collateral for the loan has 
been obtained; 

(vi) develop, manage or acquire (except by foreclosure or other enforcement of its rights 
as mortgagee) any real property; 

(vii) enter into a forward commitment binding on the Corporation unless the Corporation 
has, at the time such commitment is made, sufficient cash or “near cash” securities 
to fund the loan to which the commitment relates; or 

(viii) otherwise conduct its business in a manner that would cause the Corporation not to 
qualify as a “mortgage investment corporation” under the ITA or that would result in 
the Common Shares not being a “qualified investment” for RRSPs, RRIFs RESPs, 
TFSAs and DPSPs under the ITA. 

Operating policies 

In addition to the foregoing operating restrictions, the Corporation adheres to the following 
operating policies: 

(i) the Corporation must obtain a Phase 1 environmental audit where the real estate to 
be provided as security for a mortgage loan is commercial property. Where the real 
estate is not commercial property, a Phase 1 environmental study will not be 
commissioned unless the Administrator deems such an audit to be necessary; 

(ii) the Corporation will obtain title insurance in respect of real property provided as 
security for a mortgage loan in such amounts and on such terms as the Administrator 
considers appropriate or, in the alternative, will obtain a favourable title opinion from 
a solicitor; 

(iii) the Corporation must establish and maintain property tax escrow accounts in respect 
of real estate property provided as security for a mortgage loan unless the 
Administrator has determined, under limited and exceptional circumstances, that the 
establishment of such an account is not necessary; and 

(iv) the legal title to each mortgage and other investments of the Corporation must be 
held by and registered in the name of the Corporation. 

Investment policies 

The Corporation has adopted certain policies which establish the investment criteria for the 
Corporation’s investments. By entering into the Management Agreement (see “Material 
Contracts – Management Agreement”), the Manager has agreed to abide by and apply these 
policies, which are as follows: 

(i) the Corporation is required to have at all times approximately 5% of its total assets in 
cash, “near-cash” securities (such as term deposits, guaranteed investment 
certificates or money market securities) or have cash readily accessible (for 
example, through a line of credit) in order to meet redemption requests (see 
“Redemption of Securities”) and also to be in a position to redeem a prior 
mortgagee's interest in a given property if the Manager considers that it would be 
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advantageous for the Corporation to do so having regard to the market value of the 
property and the amount of mortgage debt due to the Corporation; 

(ii) the Corporation may not hold any indebtedness, whether by way of mortgage or 
otherwise, of a person who is a shareholder of the Corporation or of any other 
person who does not deal at arm’s length with the annuitant of an RRSP, RRIF, 
RESP, TFSA, or DPSP which holds Common Shares or any other person who does 
not deal at arm’s length with such annuitant, beneficiary or employer, as the case 
may be; 

(iii) the Corporation may not make any loan or investment which does not meet the 
“Canadian content” requirements of paragraph 130.1(6)(c) of the ITA; 

(iv) the Corporation may not make a loan which, together with all other mortgage loans 
that have priority over or rank pari passu with such loan, exceeds 80% of the fair 
market value of the mortgaged property, except when: (a) such mortgage is insured 
under the National Housing Act (Canada) or any similar legislation of a province, or (b) 
the excess over 80% is insured by an insurance company registered or licensed 
under the Insurance Companies Act (Canada) or similar legislation of a Canadian 
province or territory; 

(v) the Corporation may not make a loan secured by a mortgage on a property in which: 
(a) any senior officer or director of the Corporation, the Administrator or the Manager, 
or (b) any associate or affiliate of a person referred to in (a) has an interest as 
mortgagor; 

(vi) the Corporation will consider holding a fractional interest in a mortgage or participate 
in a mortgage syndication only on an exceptional basis and only with the approval of 
the Board of Directors; 

(vii) the Corporation will not trade in mortgages in the secondary market although the 
Corporation retains the ability, in exceptional circumstances, to assign a mortgage to 
a third party; and 

(viii) the Corporation may not hold a mortgage the term of which exceeds five years, but 
mortgages held by the Corporation may contain provisions permitting the mortgagor, 
when not in default, to renew the mortgage for one or more additional terms. 

The Manager 

W.A. Robinson & Associates Ltd. was incorporated pursuant to the Business Corporations Act 
(Ontario) on September 29, 1980. The corporation changed its name to “W.A. Robinson & 
Associates Ltd.” by articles of amendment dated January 28, 1986. The Manager is registered 
with the Ontario Securities Commission as an exempt market dealer, portfolio manager, and 
investment fund manager and with the securities regulatory bodies for the Provinces of Quebec, 
Alberta, Saskatchewan, and Manitoba as a portfolio manager. 

The head and registered office of the Manager is located at The Simonett Building, 14216 Road 
38, Sharbot Lake, Ontario, K0H 2P0. As at the date hereof the Manager has sixteen employees, 
three of whom are also employed by the Administrator. 

The Manager is responsible for directing the affairs and managing the business of the 
Corporation and acting as transfer agent and registrar for the Common Shares. The Manager 
also retains responsibility for the management of the Corporation’s portfolio, providing 
investment analysis and recommendations in conformance with the Corporation’s investment 
policies and restrictions and making investment decisions, and for making brokerage 
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arrangements.  As Portfolio Advisor, W.A. Robinson & Associates Ltd. provides advisory 
services in respect of the selection of mortgages for the Corporation’s portfolio.  

The Corporation and W.A. Robinson & Associates Ltd. are party to an Investment Advisory and 
Fund Management Agreement dated September 18, 2008 (the “Management Agreement”). Prior 
thereto, the parties had entered into an investment advisory agreement that was terminated on 
September 18, 2008 and replaced by the current Management Agreement to reflect the 
appointment of W.A. Robinson & Associates Ltd. as the manager of the Corporation. As 
compensation for the services provided by the Manager to the Corporation, the Manager will 
receive a monthly fee equal to 1/12th of 1% of the book value of the Corporation.  For further 
details, see Item 2.7 - “Material Contracts”. 

The Administrator 

Pillar Financial Services Inc. (the “Administrator”) was incorporated under the Business 
Corporations Act (Ontario) on September 17, 1986. The Administrator is a licensed mortgage 
broker and administrator. Its registered office is located at The Simonett Building, 14216 Road 
38, Sharbot Lake, Ontario, K0H 2P0. Mr. Wayne A. Robinson is the President, a director and 
the sole shareholder of the Administrator. 

Pillar Financial Services Inc. has for over twenty years been underwriting, brokering and 
administering mortgages on behalf of individual lenders or mortgage pools. It has, at the date 
hereof, ten employees, three of whom are also employed by the Manager. 

The role of the Administrator is to underwrite mortgage applications and recommend mortgage 
approvals to the Board, ensure the proper registration of mortgage documents to support 
approved mortgages, administer the collection of regular mortgage repayments, ensuring realty 
taxes are paid and property insurance is maintained on properties that secure the Corporation’s 
mortgages, administration of any defaulted mortgages, and such other accounting and 
administrative functions that are required related to the Corporation’s mortgage portfolio.  

The decision to underwrite a particular loan involves an analysis of both the prospective 
borrower and the proposed real estate collateral. The Administrator has put in place a 
procedures and policy manual, based upon the Canadian Institute of Mortgage Brokers and 
Lenders’ Consolidated Mortgage Best Practices. These procedures and policies allow the 
Administrator to consider mortgage lending opportunities with more flexibility than traditional 
lenders while still observing the “Four C’s” of lending (collateral, cashflow, character and credit) 
which are adhered to by prudent and diligent lenders while still guarding against mortgage 
fraud. 

Currently, the Administrator principally conducts business in the province of Ontario. Should the 
Corporation require it, or should the Administrator otherwise wish to expand its business to 
other jurisdictions, it will apply, if necessary, to become registered under applicable legislation to 
carry on business as a mortgage broker or equivalent in such other jurisdictions. 

In Ontario, mortgage brokers are regulated by the Mortgage Brokerages, Lenders and 
Administrators Act, 2006 (the “MBLAA”). The MBLAA not only regulates those who arrange, 
negotiate or trade in mortgages but also those who administer them. For instance, persons who 
take steps, on behalf of another person or entity, to enforce payment by a borrower under a 
mortgage are required to be licensed.  Since neither the Corporation nor the Manager are 
licensed as mortgage brokers or administrators, they must therefore conduct their mortgage 
investment activities through a licensed mortgage broker such as the Administrator. The 
Corporation has therefore entered into an administration agreement with the Administrator 
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pursuant to which the Administrator has agreed to service the Corporation's mortgage portfolio, 
including the sourcing and administration of mortgages. 

Mortgage transactions for the Corporation will generally be sourced by the Administrator from 
other mortgage brokers. The Administrator has no exclusive arrangement with any particular 
mortgage broker for the origination of mortgages. The Administrator does not generally 
remunerate the mortgage broker who originated the loan, but may, from time to time and at its 
discretion, provide immaterial bonuses or benefits to mortgage brokers, with such costs borne 
solely by the Administrator. Mortgage brokers are paid a commission by the borrower at the 
time of closing of a loan transaction. The Administrator also charges a commission to the 
borrower. 

In concert with the Manager, the Administrator will review mortgage loan applications to ensure 
that they meet the Corporation's lending criteria and that adequate supporting documentation 
has been provided by a prospective borrower. Staff of the Administrator will secure, at the 
client’s cost, an appraisal from a qualified third-party appraiser and, at the Administrator’s cost, 
secure a letter of opinion from a local realtor.  In addition, staff of the Administrator may conduct 
an inspection of select properties to be granted as collateral. The Administrator will coordinate 
with legal counsel the registration of mortgages and, upon the payout thereof, their discharge. 

In the event of a mortgagor’s default, the Administrator is responsible for instructing legal 
counsel to take legal action against the mortgagor and, where such action includes enforcing 
against the mortgaged property, for retaining an independent appraiser to obtain a more recent 
valuation of the mortgaged property if required. 

As compensation for the services provided by the Administrator to the Corporation, the 
Administrator will receive a monthly fee equal to 1/12th of 1% of the book value of the total 
assets of the Corporation. For further details, see Item 2.7 - “Material Contracts”.   

The Board of Directors 

The Board of Directors currently consists of seven directors, each of which is independent from the 
Manager and Administrator of the Corporation’s portfolio.  The Board approves all policies of the 
Corporation and has final approval on all individual mortgages.  The Board has developed governance 
policies in accordance with best practices and the Board as a whole serves as the Corporation’s audit 
committee.  The Board maintains independent committees for corporate governance and director 
nominations. 

In addition to the professional qualifications and experience they have individually, the Board receives 
on-going education on corporate governance and each director is required to complete a university level 
course on mortgage lending.   

The Board meets as a whole at least quarterly although the Chair of the Board is in regular 
communication with the Manager and is in attendance at the Corporation’s offices on a weekly basis at a 
minimum.  The Board receives regular reports from the Manager and Administrator on the Corporation’s 
operations and portfolio. 

2.3 Development of Business  

MICEO was formed on June 1, 2006 by the amalgamation of three mortgage investment corporations 
which were operating under common management, investment strategies and policies; MICEO 2000 
Corporation, MICEO 2002 Corporation and Mortgage Investment Corporation of Eastern Ontario.  The 
amalgamated Corporation retained the name Mortgage Investment Corporation of Eastern Ontario.  The 
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pre-amalgamation Mortgage Investment Corporation of Eastern Ontario was incorporated on December 
22, 1995 under the Business Corporations Act (Ontario) by Mr. Wayne Robinson, CFA.  At that time, 
securities and corporate legislation relating to private corporations imposed a limit of 50 shareholders.  As 
a result of this limitation, after the pre-amalgamation Mortgage Investment Corporation of Eastern 
Ontario reached its 50 shareholder capacity MICEO 2000 Corporation was formed in January of 2000 and 
MICEO 2002 Corporation was formed in January of 2002 to accommodate additional MIC investors. In 
2004 legislation changed to remove the fifty shareholder restriction. Therefore, in order to reduce 
overhead the three MICs were amalgamated on June 1, 2006 under the name Mortgage Investment 
Corporation of Eastern Ontario.   

2.4 Long-Term Objectives  

The Corporation’s long-term objective is to generate income while preserving for its shareholders capital 
for re-investment.   

2.5 Short-Term Objectives  

The Corporation’s short-term objective is to raise additional equity capital to be loaned on the security of 
mortgages. 

What we must do and how we will 
do it 

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

Our cost to complete 

As the Corporation already has an 
established and substantial capital 
base invested in compliance with the 
ITA’s MIC criteria, there is nothing 
the Corporation “must” do to carry 
out its business plan.  The 
Corporation’s goal over the next 
twelve months is to raise and invest 
up to a further $24,985,000 in equity 
capital. 

Twelve months See Item 1 – “Use of Net 
Proceeds” 

2.6 Insufficient Proceeds  

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

2.7 Material Agreements 

The following document and agreements may be considered material to a purchaser of 
Common Shares: 

(i) Investment Advisory and Fund Management Agreement; 

(ii) Amended and Restated Administration Agreement; 

(iii) Amended and Restated Distribution Agreement; and 

(iv) Subscription Agreement. 
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Copies of these documents and agreements may be inspected during regular business hours at 
the offices of the Corporation at The Simonett Building, 14216 Road 38, Sharbot Lake, Ontario.  

Investment Advisory and Fund Management Agreement 

The Corporation and W.A. Robinson & Associates Ltd. are party to an Investment Advisory and 
Fund Management Agreement dated September 18, 2008 (the “Management Agreement”), 
which replaced an investment advisory agreement dated June 6, 2006 (the “Investment 
Advisory Agreement”). Under the Investment Advisory Agreement, W.A. Robinson & Associates 
Ltd. was responsible for the management of the Corporation’s portfolio, providing investment 
analysis and recommendations in conformance with the Corporation’s investment policies and 
restrictions and making investment decisions (subject to the ability of the Corporation to veto 
any investment decision) and for making brokerage arrangements. The Investment Advisory 
Agreement was terminated at the time the Management Agreement was entered into. The 
portfolio advisory functions and responsibilities continue to be assumed by W.A. Robinson & 
Associates Ltd. under the Management Agreement and in addition, W.A. Robinson & 
Associates Ltd. assumes certain responsibilities previously assumed by the Administrator. As 
such, the Manager will be responsible for the overall management of the Corporation’s affairs, 
including the following tasks and duties:  

(i) Supervising and administering the offering of the Common Shares described herein; 

(ii) acting as the Corporation’s registrar and transfer agent. 

(iii) maintaining the books and records of the Corporation and performing administrative 
functions in connection with the issuance, registration and redemption of Common 
Shares; and  

(iv) supplying clerical, accounting and administrative staff and services as required for 
the efficient day-to-day functioning of the Corporation. 

The Management Agreement has an initial term of five years and may be renewed for further 
five year terms. Either party has the option of not renewing the agreement by providing no less 
than six months’ written notice to the other party. The Management Agreement terminates: (a) 
upon the Manager ceasing to carry on business, becoming bankrupt or insolvent, resolving to 
wind up or liquidate or if a receiver of any of its assets is appointed; (b) upon the Manager 
ceasing to hold the required registrations under applicable securities legislation, (c) if the 
Manager is found by a court of competent jurisdiction to have been guilty of bad faith, willful 
misfeasance, gross negligence or reckless disregard of its obligations and duties; or (d) where 
the Manager is in material breach of the Management Agreement, unless the breach is 
remedied within 30 days after notice of the breach has been given. The Management 
Agreement may not be assigned except by consent of both parties. 

As compensation for the services provided by the Manager to the Corporation, the Manager will 
receive a monthly management fee equal to 1/12th of 1% of the book value of the Corporation.   

Amended and Restated Administration Agreement 

Pursuant to an agreement (the “Administration Agreement”) dated June 6, 2006, as amended 
and restated on September 18, 2008, between the Corporation and Pillar Financial Services Inc. 
(the “Administrator”), the Administrator has been appointed, on an exclusive basis, to source 
mortgages and administer the mortgage portfolio. In the performance of its obligations under the 
Administration Agreement, the Administrator is required to: 
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(i) underwrite the mortgages for the account of the Corporation, including setting the 
interest rates thereof;  

(ii) collect payments from borrowers and discharge mortgages upon payout; 

(iii) ensure the safe custody of mortgage deeds; and 

(iv) monitor and, where appropriate, pursue arrears and institute and prosecute legal 
actions for the enforcement of the Corporation’s rights as a mortgagee. 

The Administration Agreement has an initial term of five years and may be renewed for further 
five-year terms. Either party has the option of not renewing the agreement by providing no less 
than six months’ written notice to the other party. The Administration Agreement terminates: (a) 
upon the Administrator ceasing to carry on business, becoming bankrupt or insolvent, resolving 
to wind up or liquidate or if a receiver of any of its assets is appointed; (b) upon the 
Administrator ceasing to be registered as a mortgage broker and/or administrator; (c) if the 
Administrator is found by a court of competent jurisdiction to have been guilty of bad faith, willful 
misfeasance, gross negligence or reckless disregard of its obligations and duties thereunder; or 
(d) if the Administrator is in material breach of the Administration Agreement unless the breach 
is remedied within 30 days after notice of the breach has been given. The Administration 
Agreement may not be assigned except by consent of both parties. 

As compensation for the services provided by the Administrator to the Corporation, the 
Administrator will receive a monthly fee equal to 1/12th of 1% of the book value of the 
Corporation. 

Amended and Restated Distribution Agreement 

Pursuant to the Amended and Restated Distribution Agreement dated September 18, 2008, 
between the Corporation and W.A. Robinson & Associates Ltd. (the “Distribution Agreement”), 
the Distributor has been appointed as the principal distributor of the Shares. The Distribution 
Agreement also provides that the Distributor shall provide marketing advice and assistance in respect to 
the distribution of the Shares, prepare an offering memorandum and file it with applicable regulatory 
authorities, and accept and reject subscriptions for the purchase of Shares.  The Distributor is responsible 
for paying, or arranging for others to pay, all marketing and advertising costs associated with the 
distribution of Shares excluding costs associated with the preparation, filing and amendment of the 
Corporation’s offering memorandum.  Notwithstanding the foregoing the Corporation has agreed to pay a 
portion of the marketing costs associated with the distribution of the Shares. 

The Distribution Agreement has an initial term of five years and will automatically be renewed 
for further five-year terms unless either party provides the other with at least six months’ prior 
written notice to the other party of its intention not to renew. The Distribution Agreement 
terminates: (a) upon the Distributor ceasing to carry on business, becoming bankrupt or 
insolvent, resolving to wind up or liquidate or if a receiver of any of its assets is appointed; (b) 
upon the Distributor ceasing to be registered under the Securities Act (Ontario) as an exempt 
market dealer; (c) if the Distributor is found by a court of competent jurisdiction to have been 
guilty of bad faith, willful misfeasance, gross negligence or reckless disregard of its obligations 
and duties thereunder; or (d) if the Administrator is in material breach of the Distribution 
Agreement or the Management Agreement unless the breach is remedied within 30 days after 
notice of the breach has been given. The Distribution Agreement may not be assigned except 
by consent of both parties. 

Because it receives compensation pursuant to the Management Agreement and the Administration 
Agreement the Distributor is not entitled to receive any sales commission or any other compensation 
pursuant to the Distribution Agreement. 
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ITEM 3 DIRECTORS, MANAGEMENT, PROMOTERS, AND PRINCIPAL HOLDERS 

3.1 Compensation and Securities Held – The following table sets out the specified information 
about each director, officer and promoter of the Corporation 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”).  All shareholdings set out in the table are as at March 31, 
2010.  

Name and 
municipality 
of principal 
residence 

Positions held 
(e.g., director, 
officer, 
promoter 
and/or principal 
holder) and the 
date of 
obtaining that 
position) – Note 
1 

Compensation paid 
by Corporation in 
the most recently 
completed 
financial year and 
the compensation 
anticipated to be 
paid in the current 
financial year 

Number, type 
and 
percentage of 
securities of 
the 
Corporation 
held after 
completion of 
minimum 
offering 

Number, type 
and percentage 
of securities of 
the 
Corporation 
held after 
completion of 
maximum 
offering 

Rosemarie 
Bowick 

Sharbot Lake, 
Ontario 

Director & Board 
Chair since 
August 26, 2005 

2009 - $6,500 

2010 - $10,000 

9,855 common 
shares (0.27%) 

9,855 common 
shares (0.16%) 

Rick 
Greenstreet 

Sharbot Lake, 
Ontario 

Director since 
January 13, 1996 

2009 -  $2,500 

2010 -  $5,000 

1,197 common 
shares (0.03%) 

1,197 common 
shares (0.02%) 

Sheldon 
Jacobs 

Brownsburg-
Chatham, 
Quebec 

Director since 
January 4, 2002 

2009 -  $2,500 

2010 -  $5,000 

50,657 
common 
shares (1.38%)  

50,657 common 
shares (0.82%)  

Colleen 
Allison 

Sharbot Lake, 
Ontario 

Director since 
January 13, 1996 

2009 -  $2,500 

2010 -  $5,000 

8,202 common 
shares (0.22%) 
Note 2 

8,202 common 
shares (0.13%) 
Note 2 

Sarah Hale 
Arden, 
Ontario 

Director since 
January 4, 2002 

2009 -  $2,500 

2010 -  $5,000 

2,718 common 
shares (0.07%) 

2,718 common 
shares (0.04%) 

Susan Wing 

Sharbot Lake, 
Ontario 

Director since 
June 27, 2002 

2009 -  $2,500 

2010 -  $5,000 

9,348 common 
shares (0.26%) 

9,348 common 
shares (0.15%) 

Russell Hoas 

Kingston, 
Ontario 

Director since 
January 4, 2002 

2009 -  $2,500 

2010 -  $5,000 

68 common 
shares (0.01%) 

68 common 
shares (0.01%) 

Wayne Chief Executive 2009 – Nil Nil Nil 
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Name and 
municipality 
of principal 
residence 

Positions held 
(e.g., director, 
officer, 
promoter 
and/or principal 
holder) and the 
date of 
obtaining that 
position) – Note 
1 

Compensation paid 
by Corporation in 
the most recently 
completed 
financial year and 
the compensation 
anticipated to be 
paid in the current 
financial year 

Number, type 
and 
percentage of 
securities of 
the 
Corporation 
held after 
completion of 
minimum 
offering 

Number, type 
and percentage 
of securities of 
the 
Corporation 
held after 
completion of 
maximum 
offering 

Robinson 

Sharbot Lake, 
Ontario 

Officer and 
Manager since 
1996 

2010 – Nil 

Note 3 

Kevin 
Cruickshank 

Cloyne, 
Ontario 

Chief Financial 
Officer since 
2006 

2009 - $13,676 

2010 - $16,000 

Note 4 

Nil Nil 

Barbara Neill 

Sharbot Lake, 
Ontario 

Corporate 
Secretary since 
2006 

2009 - $29,200 

2010 - $29,800 

Nil Nil 

 

Notes:   

1. The date shown for director start date represents the year in which the director first became a 
director of MICEO or one of the predecessor MICs.  All directors have served with MICEO since 
amalgamation on June 1, 2006. 

2. Shares are jointly held with spouse. 

3. Mr. Robinson receives no direct salary from the Corporation and is paid by W.A. Robinson & 
Associates Ltd. 

4. Mr. Cruickshank is paid on an hourly basis at the rate of $100.00 per hour.  Earnings shown for 
2010 are an estimate. 

 

 

 

 

 

[The remainder of this page has been intentionally left blank.] 
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3.2 Management Experience – The principal occupations of the senior officers and directors over 
the past five (5) years and their experience relevant to the Corporation’s business are as follows: 

Name Principal occupation and related 
experience 

Officers:  

Wayne Robinson, CFA, CFP, RFP, CIM 

Chief Executive Officer and Manager 

Director and President, Pillar Financial 
Services Inc. (mortgage broker) since 
September 30, 1986; Secretary, Pillar 
Financial Services Inc. since November 
6, 2003; Director and President, W.A. 
Robinson & Associates Ltd. (financial 
adviser, investment counsel and 
portfolio manager, exempt market 
dealer, and investment fund manager) 
since September 29, 1980. 

Mr. Robinson holds the following 
designations: CFA (Chartered Financial 
Analyst), CFP (Chartered Financial 
Planner), RFP (Registered Financial 
Planner) and CIM (Certified Investment 
Manager). He has been certified in real 
estate finance by the Real Estate 
Institute of Canada and is a member of 
the Canadian Institute of Mortgage 
Brokers. 

Kevin Cruickshank, CA 

Chief Financial Officer 

Presently CFO of W.A. Robinson & 
Associates Ltd. & Pillar Financial 
Services Ltd.; Presently Partner in 
Seeds & Company LLP, Chartered 
Accountants; Partner in The Loon’s Call 
Campground & Cottage Resort from 
2002 until present; Chief Financial 
Officer of the Hanley Group of 
Companies (quick food service 
operations, investment company) from 
2000 to 2004;   

Barbara Neill 

Corporate Secretary 

Corporate Secretary, Mortgage Investment 
Corporation of Eastern Ontario and 
Frontenac Mortgage Investment Corporation 
since 2006;  prior thereto, project manager 
for Hewlett-Packard Canada Co. 

Directors:  

Rosemarie Bowick 

Board Chair 

Retired from Corporate Office operations of 
Nortel Networks.  Chair of the Board of 
Directors, since June 6, 2006. 
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Name Principal occupation and related 
experience 

Rick Greenstreet 

Board Vice-Chair 

Retired teacher, auto mechanic, and 
currently a small business owner in 
greenhouse horticulture. 

Sheldon Jacobs Retired teacher of Business and Economics.  

Colleen Allison Retired teacher and department head of 
mathematics; Chair of Frontenac Mortgage 
Investment Corporation since 1996. 

Sarah Hale Artist & sole owner of Arden Batik gallery.   

Susan Wing Special Education and Literacy Teacher.  In 
addition she owns and manages seasonal and 
year round accommodation in the Sharbot 
Lake area. 

Russell Hoas Member of Operations & Maintenance 
Planning Group for Bombardier assisting 
with the design, build, and maintenance 
procurement for project bids worldwide. 
Previously an independent consultant 
providing Project Management, and Human 
Resource policy, logistical support, 
operations expertise, locomotive engineer 
training plus technical writing services to 
several companies. Previously, Operations 
Manager for Canadian Pacific Railway in 
Smith Falls, Ontario.  

 

In addition to the outside experience and qualifications that each director brings, the Corporation engages 
in continuing education for its directors.  As a matter of corporate policy, each director is required to 
complete a university level course on mortgage lending.  In addition, the Board of Directors receive 
continuing education on corporate governance and policy. 

3.3 Penalties, Sanctions and Bankruptcy 

(a) There are no penalties or sanctions that have been in effect during the last ten (10) years, 
nor has there been any cease trade order in effect for a period of more than 30 
consecutive days, against (i) a director, senior officer or control person of the 
Corporation, or (ii) an issuer in which a person or company referred to in (i) was a 
director, senior officer or control person at the time. 

(b) There are no declarations of or voluntary assignments in bankruptcy, proposals under any 
bankruptcy or insolvency legislation, proceedings, arrangements or compromises with 
creditors or appointments of a receiver, receiver manager or trustee to hold assets, that 
have been in effect during the last ten (10) years against a director, senior officer or 
control person of a director, senior officer or control person at the time. 
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ITEM 4 CAPITAL STRUCTURE 

4.1 Share Capital 

The following table sets out information about the Corporation’s outstanding securities, including 
options, warrants and other securities convertible into Shares as at March 31, 2010. 

Description 
of Security 

Number 
authorized to be 
issued 

Number 
outstanding as at 
March 31, 2010 

Number 
outstanding after 
minimum 
offering 

Number 
outstanding 
after maximum 
offering 

Common 
shares 

Unlimited 3,661,642 3,661,642 6,161,642 

 

4.2 Long-Term Debt  

The Corporation does not have any long-term debt.   

4.3 Prior Sales – Within the last twelve (12) months, the Corporation has issued the following 
securities:  

Month of 
issuance 

Type of 
security issued 

Number of 
securities issued 

Price per 
security 

Total funds 
received 

April 2009 Common shares 52,827 $ 10.00 $528,277

May 2009 Common shares 1,946 $ 10.00 $19,469

June 2009 Common shares 28,662 $ 10.00 $286,625

July 2009 Common shares 147,224 $ 10.00 $1,472,249

August 2009 Common shares 1,050 $ 10.00 $10,500

September 2009 Common shares 140,224 $ 10.00 $1,402,240

October 2009 Common shares 38,829 $ 10.00 $388,297

November 2009 Common shares 99,958 $ 10.00 $999,583

December 2009 Common shares 122,209 $ 10.00 $1,222,095

January 2010 Common shares 121,720 $ 10.00 1,217,201

February 2010 Common shares 66,442 $ 10.00 664,423

March 2010 Common shares 19,771 $ 10.00 197,706

 

Note:  The above table represents all securities issued on account of new share investment.  In addition to 
the shares issued above, the Corporation issued 176,555 common shares totalling $1,765,558 during the 
period from April 1, 2009 to March 31, 2010 under its dividend re-investment policy. 
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ITEM 5 SECURITIES OFFERED 

5.1 Terms of Securities – A description of the material terms of the Common Shares being offered 
include: 

Voting, Dividend, Participation and Transfer Rights 

Pursuant to the Articles of the Corporation, holders of Common Shares are entitled to one vote in respect 
of each whole share held on all matters to be voted on at meetings of shareholders.  Also, as provided in 
the Articles of the Corporation, each Common Share entitles the holder to an equal right to receive a 
dividend declared by the Corporation and to share equally in the remaining property on dissolution of the 
Corporation.  The Articles also prohibit the transfer of Common Shares unless such shares have first been 
offered for sale on the same terms and conditions to the other shareholders of the Corporation and the 
consent of the majority of the directors of the Corporation is obtained, expressed by a resolution passed 
by the board of directors.  A tender of Common Shares to the Corporation for redemption is not 
considered a transfer for purposes of the Articles. 

Redemption Rights 

Pursuant to the subscription agreement made between the Corporation and an investor, the investor is 
contractually entitled to the redemption rights described below. 

Each shareholder of the Corporation may require the Corporation to redeem any or all of the Common 
Shares registered in the name of the shareholder under the terms and conditions outlined in this section. 

There will be a redemption date (the “Redemption Date”) established each month.  The monthly 
Redemption Date will be the first business day of each month and settlement of redemptions will be made 
within three (3) business days of the Redemption Date.  In order to exercise their redemption right, a 
shareholder must notify the Corporation directly in writing or electronically via FundSERV and in a form 
acceptable to the Corporation of their redemption request thirty (30) days prior to any given Redemption 
Date.  If thirty days notice is not given, the Corporation will process the request on the next available 
Redemption Date.  Redemptions will be made at the book value per share of the Shares as at the most 
recent Valuation Date. 

As the Redemption Date falls on the first business day of each month, a shareholder shall be entitled to 
the monthly dividend, if any, payable on the earnings of the Corporation for the month preceding the 
Redemption Date (the “Last Dividend”).  In the event that a shareholder requests redemption of all his/her 
Shares, the shareholder will receive two redemption settlements:  one for their Shares prior to the Last 
Dividend (the “Pre-Dividend Shares”) and one for the Shares issued on account of the Last Dividend. The 
redemption of the Pre-Dividend Shares shall be processed as previously described on the Redemption 
Date and redemption on account of the Last Dividend shall be paid to the shareholder within thirty (30) 
days of the Redemption Date.  Should a shareholder request only a portion of their Shares be redeemed, 
all dividends will be re-invested into additional Shares or paid-out in cash if so elected by the investor in 
accordance with the Corporation’s dividend policy. 

The total redemption requests fulfilled by the Corporation on any single Redemption Date shall not 
exceed 2.5% of the following calculation:  Net assets of the Corporation as at the preceding Redemption 
Date less the total of all redemptions fulfilled on the preceding Redemption Date less the total of all cash 
dividends paid in respect of the preceding Record Date. 
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An investment in MICEO is a mortgage based investment and, accordingly, investors should view such 
investment as long-term.  To discourage short-term trading of the Corporation’s shares, any redemption of 
Shares by an investor within the first 90 days of the settlement date of their purchase will be subject to a 
redemption penalty equal to the amount of dividends paid or payable on the redeemed shares during the 
period that they were held by the investor.  This penalty provision applies to redemptions of Shares of an 
investor’s investment principal and does not apply to redemptions by an investor of monthly dividend re-
investment shares. 

Notwithstanding any of the above redemption provisions, the Board of Directors shall have the right, at 
its sole discretion, to waive any of the above penalties or notice periods or limits on redemptions.  In 
addition, the Board of Directors shall have the right, at its sole discretion and acting reasonably, to deny 
or delay all or part of any redemption request if, in the sole opinion of the Board of Directors, such 
redemption will have an adverse impact on the remaining shareholders of the Corporation or if the 
redemption would cause the Corporation to fail to comply with the solvency requirements of the Business 
Corporations Act (Ontario) relating to redemptions. 

Dividend Policy 

The Corporation has adopted a by-law providing that all of the investment income of the 
Corporation, after payment of the Corporation’s expenses, including without limitation the fees 
under the material contracts described elsewhere in this offering memorandum (see “Material 
Contracts”) will be systematically paid to shareholders of record as at the last Business Day in 
each month (the “Record Date”). Unless the investor elects to receive its monthly dividends in 
cash, all declared dividends will be credited to the account of each shareholder as at the Record 
Date in the form of a share dividend by crediting such shareholder’s account with additional 
Common Shares or fractions thereof (the “Dividend Shares”) in proportion to the shareholder’s 
respective shareholdings as at the close of business on the Record Date. 

5.2 Subscription Procedure –  

Shares may be purchased through the Distributor or registered dealers.  Investors wishing to subscribe for 
Shares may do so by completing the following three steps: 

1. Subscription Forms – Investors must complete the appropriate Subscription Agreement for their 
respective jurisdiction. 

2. Method for Payment – A cheque or bank draft made payable to Mortgage Investment Corporation 
of Eastern Ontario in the amount equal to the subscription price per share multiplied by the 
number of Shares being subscribed.  Alternatively, payment may be made by electronic 
settlement via the FundSERV network through a FundSERV-registered investment dealer 
(FundSERV order code WAR210). 

3. Submitting Subscriptions – Investors may deliver the completed subscription form and payment 
to the Manager at: 

 14216 Road 38, P.O. Box 208 
 Sharbot Lake, Ontario,  
 K0H 2P0  

Phone:  (613) 279-2116 
Fax:  (613) 279-3130 

by mail, in person or through a FundSERV-registered investment dealer. 
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Two-Day Hold Period – An investor’s subscription funds will be held until midnight on the second (2nd) 
business day after the investor signs the Subscription Agreement.  

Acceptance of Subscriptions and Closings – Subscriptions may be accepted by the Corporation, subject to 
the terms and conditions of the Subscription Agreement signed by the investor. Subscriptions will be 
received subject to prior sale and subject to rejection or allotment, in whole or in part, by the Corporation.  

Subscriptions may be accepted or rejected by the Corporation in its sole discretion. The Corporation is not 
obligated to accept any subscription nor to accept subscriptions in the order the Corporation receives 
them. If the Corporation rejects a subscription, the subscription funds received will be returned to the 
investor, without interest or deduction, along with notification of the rejection.  

This Offering is not subject to any minimum subscription level, and there are no conditions of closing; 
therefore any funds received from an investor are available to the Corporation and need not be refunded 
to the Investor. Closings will take place periodically at the Manager’s discretion.  

This Offering may be nullified at the sole discretion of the Corporation. For example, the Corporation 
might choose to nullify the Offering upon the occurrence of events such as any material adverse change in 
the business, personnel or financial condition of the Corporation or the Manager.  

A prospective Investor will become a shareholder of the Corporation upon execution of a Subscription 
Agreement, acceptance of the Subscription Agreement by the Corporation, and payment of the 
subscription price.  

Share Price 

Shares will be sold at the Book Value Per Share in effect at the time that a subscription is accepted by the 
Corporation.  The Book Value Per Share will be determined on a monthly basis.  The Corporation and the 
Manager intend to maintain a constant Book Value Per Share of $10.00 by crediting each Investor’s 
account with the net income and net realized capital gains, if any, less applicable losses and 
administration and management fees, on a monthly basis, so that the total number of Shares outstanding 
varies in proportion with the Corporation’s assets and liabilities.  There can be no assurance, however, 
that the Book Value Per Share will remain constant and it could fluctuate from time to time. 

Investor Qualifications 

The Shares offered to residents of Canadian provinces and territories will be offered pursuant to any one 
of the exemptions under National Instrument 45-106 from the prospectus requirements of securities 
legislation and the exemptions under National Instrument 31-103 from the registration requirements of 
securities legislation. While National Instrument 45-106 provides for several different possible prospectus 
exemptions, the most commonly used exemptions utilized for an investment in the Shares are the 
“accredited investor”, “minimum amount investment” and “offering memorandum” exemptions, the terms 
and conditions of which are summarized below.  The Shares are offered through the Distributor and other 
registered dealers. 

The Shares offered to persons in the United States, will be offered pursuant to an exemption from the 
registration requirements of the United States Securities Act of 1933, as amended (the “U.S. Securities 
Act”). 

Accredited Investor 

In all Canadian jurisdictions an Investor may purchase Shares if the Investor is an “accredited investor” 
and purchases the Shares as principal.  An “accredited investor” is defined in NI 45-106 and is essentially 
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an Investor that meets certain minimum income or wealth criteria and can include individuals, 
corporations, trusts, investment funds and other types of legal entities.  For example, for an individual 
person to qualify as an “accredited investor” they must generally meet one of the following criteria (i) 
annual net income of at least $200,000 for the last two years (or $300,000 if combined with their spouse); 
(ii) net assets of at least $5,000,000, either alone or combined with their spouse; or (iii) net financial 
assets (i.e. cash, securities, insurance, deposits) of more than $1,000,000, either alone or combined with 
their spouse.  The Subscription Agreement includes a more detailed description of “accredited investor” 
and requires the Investor to certify that they meet at least one of the “accredited investor” criteria.  A 
description of “accredited investor” is also attached hereto as Schedule “A”. In the United States, an 
Investor may purchase Shares if such Investor is a “U.S. Accredited Investor” as defined in Rule 506 of 
Regulation D under the U.S. Securities Act. A description of “U.S. Accredited Investor” is attached 
hereto as Schedule “B”. 

Minimum Amount Investor Exemption 

In all Canadian jurisdictions, an investor may purchase Shares, as principal, having a minimum cash 
acquisition cost of $150,000. 

Offering Memorandum Exemption 

In British Columbia, New Brunswick, Nova Scotia, Newfoundland and Labrador, an investor may 
purchase Shares, as principal, if the investor receives this Offering Memorandum and before or at the time 
the investor signs the Subscription Agreement the investor signs the Risk Acknowledgment form which 
accompanies the Subscription Agreement, and delivers it to the Corporation. 

ITEM 6 INCOME TAX CONSEQUENCES 

The Corporation has prepared the following commentary which it believes is a fair and adequate 
summary of the principal Canadian federal income tax consequences arising under the ITA to an Investor 
who is an individual resident in Canada who acquires Shares under this Offering Memorandum.  

The income tax consequences will not be the same for all Investors, but may vary depending on a number 
of factors including: the province or provinces in which the Investor resides or carries on business, 
whether Shares acquired by him will be characterized as capital property, and the amount his taxable 
income would be but for his participation in this Offering.  

The following discussion of the Canadian income tax consequences is of a general and limited 
nature only, is not intended to constitute a complete analysis of the income tax consequences, and 
should not be interpreted as legal or tax advice to any particular Investor. This summary does not 
address provincial or territorial laws of Canada, United States federal or state tax laws or any tax 
laws of any jurisdiction outside of Canada. Each prospective Investor should obtain advice from the 
Investor’s own independent tax advisor as to the federal and provincial income tax consequences of 
his or her acquisition of Shares, as such consequences can vary depending upon the particular 
circumstances of each Investor.  

This summary is based on the Corporation’s understanding of the current provisions of the ITA, the ITA 
Regulations, and the current administrative and assessing practices of the Canada Revenue Agency 
(“CRA”).  

This summary outlines the Canadian federal income tax consequences to an Investor based on important 
facts and assumptions as set out by the Corporation in the Offering Memorandum and particularly on 
additional facts and assumptions as follows:  
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(a) Investors are, and will not cease to be, resident in Canada;  

(b) Investors acquire Shares pursuant to this Offering Memorandum and hold the Shares as 
capital property (as that term is defined in the ITA); 

(c) Investors hold Shares for the purpose of earning income and have a reasonable 
expectation of profit from holding the Shares; and  

(d) The Corporation will qualify at all material times as a MIC for the purposes of the ITA.  

It is incumbent upon prospective Investors to fully investigate and substantiate the expectations above 
and, with respect to the assumption stated in (c) above, it is incumbent on an Investor to investigate and 
substantiate the Investor’s reasonable expectation of profit from holding Shares, having regard to his 
expected financing costs and any projections the Investors may wish to obtain from the Corporation.  

There is no assurance that the ITA and the Regulations will not be amended in a manner that 
fundamentally alters the income tax consequences to Investors who acquire or dispose of Shares.  This 
summary does not take into account any changes in law, whether by way of legislative or judicial action.  

There has been no request for an Advance Income Tax Ruling from the CRA on any aspect of the 
transactions proposed in the Offering Memorandum, nor is it intended that such an application will be 
made.  No opinion from the Corporation’s legal counsel or accountants has been given with respect to 
these income tax considerations.  The analysis contained herein is not all-encompassing and should not be 
construed as specific advice to any particular Investor and is not a substitute for careful tax planning, 
particularly since certain of the income tax consequences of an investment will not be the same for all 
taxpayers.  Regardless of tax consequences, a decision to purchase the Shares offered should be based on 
the merits of the investment as such and on an Investor’s ability to bear any loss that may be incurred.  

Status of the Corporation 

This summary is based on the assumption that the Corporation will at all times meet certain 
conditions imposed on the Corporation under the ITA in order to qualify as a mortgage 
investment corporation (a “MIC”) thereunder. These conditions will generally be satisfied if, 
throughout a taxation year of the Corporation: 

(i) the Corporation was a Canadian corporation as defined in the ITA; 

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

(iii) no debts were owing to the Corporation that were secured on real property situated 
outside Canada; 

(iv) no debts were owing to the Corporation by non-residents unless such debts were 
secured on real property situated in Canada; 

(v) the Corporation did not own shares of non-resident corporations; 

(vi) the Corporation did not hold real property, or any leasehold interest in such property, 
located outside of Canada; 

(vii) the cost amount of the Corporation’s property consisting of debts secured by 
mortgages on houses or on property included within a housing project (as those 



- 22 - 

terms are defined in the National Housing Act1), 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 with a credit union (collectively, the 
“Qualifying Property”) was at least 50% of the cost amount to it of all of its property; 

(viii) 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; 

(ix) the Corporation had at least 20 shareholders and no person was a “specified 
shareholder”, meaning that no shareholder (or related person) may hold more than 
25% of the shares of any class of the Corporation at any time in the taxation year; 

(x) holders of preferred shares, if any, 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; 

(xi) where at any time in the year the cost amount to the Corporation of its Qualifying 
Property as defined in (vii) above was less than two-thirds of the cost amount to it of 
all of its property, 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; 

(xii) where the requirement in (xi) is not met and the cost amount of the Corporation’s 
Qualifying Property was equal to or greater than two-thirds of the cost amount of all 
its property, the Corporation’s liabilities did not exceed five times the amount by 
which the cost amount to it of all its property exceeded its liabilities. 

If the Corporation were at any time to cease to qualify as a MIC, the income tax considerations 
would be materially different from those described below. 

Taxation of the Corporation 

Provided the Corporation remains a MIC throughout the taxation year, the Corporation will 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. 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. The 
combination of the Corporation's deduction for capital gains dividends and the shareholder's 
deemed capital gain allows the Corporation to flow capital gains through to a shareholder on a 
tax-efficient basis. 

The Corporation intends to declare dividends each year in sufficient amounts to reduce its 
taxable income to nil. To the extent that it does not do so, the Corporation will be taxed at the 
highest corporate rates. 
                                                 
1  The National Housing Act provides that “’house’ means a building or movable structure intended for 

human habitation containing not more than two family housing units, together with the land, if any, on 
which the building or movable structure is situated”; and that “’housing project’ means a project consisting 
of one or more houses, one or more multiple-family dwellings, housing accommodation of the hostel or 
dormitory type, one or more condominium units or any combination thereof, together with any public 
space, recreational facilities, commercial space and other buildings appropriate to the project, but does not 
include a hotel.” 
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Taxation of Shareholders 

Dividends 

Taxable dividends, except capital gains dividends, received by an Investor are taxable in the hands of the 
Investor as interest and not as dividends.  Capital gains dividends received by an Investor are treated as 
capital gains of the Investor, one-half of which must be included as a “taxable capital gain” in computing 
the Investor’s taxable income.  

Given the Corporation’s intention to declare dividends monthly and the fact that the Shares are 
not expected to increase in value over the course of the year, the Corporation’s distributions 
should have no particular impact on an investor who acquires Common Shares late in the 
taxation year. 

 

Dispositions 

The cost to an Investor of his Shares (plus or minus certain adjustments required under the ITA) will be 
the adjusted cost base of the Shares at any particular time, against which a capital gain or capital loss will 
be measured on a sale or on a deemed disposition of the Shares.  

An Investor will be considered to have disposed of his Shares when he assigns or sells his Shares, when 
he dies, if his Share is the subject of a gift, or where the Corporation is wound up or otherwise terminated.  
A Share which is the subject of a gift or which is held by an Investor at the time of his or her death is 
generally deemed to be have been disposed of for proceeds equal to fair market value at that time.  
However, in certain circumstances, a capital gain or capital loss will be deferred where such gift or 
bequest transfers the Share to the Investor’s spouse.  

Generally an Investor will realize a capital gain (or sustain a capital loss) equal to the amount by which 
the proceeds received or deemed to have been received on the disposition of a Share exceed, or are 
exceeded by, the adjusted cost base of the Share.  

An Investor will include one-half of any capital gain in computing taxable income as a “taxable capital 
gain”. Similar proportions of a capital loss will be “allowable capital loss” that may be used to offset 
taxable capital gain in the year that the capital loss is sustained. To the extent the allowable capital loss is 
not offset against taxable capital gain in that year it may be carried back three (3) years and forward 
indefinitely to offset any taxable capital gains realized in those years.   

 Interest on Money Borrowed to Purchase Shares 

An Investor will generally be entitled to deduct from his income reasonable interest paid or payable with 
respect to monies borrowed to acquire Shares, provided he has a reasonable expectation of profit from 
holding the Shares.  Interest expense deducted by an Investor will be included in computing his 
cumulative net investment losses.  

After the disposition of a Share by a taxpayer, reasonable interest expense on money borrowed for the 
purpose of acquiring that Share will generally continue to be deductible until the borrowing is repaid 
regardless of whether a gain or loss was realized on the disposition of the Share; except to the extent any 
proceeds of disposition attributable to that borrowed money are used to make personal expenditures by 
the taxpayer or are not otherwise used for the purpose of earning income. 
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Registered Plans 

 Eligibility 

The Common Shares will be qualified investments for RRSPs, RRIFs, RESPs, TFSAs, and 
DPSPs (together “Registered Plans”) at a particular time if the Corporation qualifies as a MIC 
under the ITA  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 under the particular plan or of 
any other person who does not deal at arm's length with that person. Registered Plans will 
generally not be liable for tax in respect of any dividends received. 

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 Registered Plans. Where an RRSP or 
RRIF holds a non-qualified investment at the end of a month, the plan will be subject to a tax of 
1% of the fair market value of the investment at the time it was acquired. Moreover, 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 tax under Part I of the ITA on income and capital gains attributable to the 
non-qualified investment.  Similar penalties exist for RESP, TFSA, and DPSP plans. 

 Interest Expense for RRSP Contributions 

Interest and other borrowing costs incurred by an Investor for the purpose of making a contribution to an 
RRSP are not deductible.  Therefore, if an Investor holds Shares in an RRSP, the Investor would not be 
eligible to deduct from his income any interest expense on money borrowed for the purpose of acquiring 
the Shares held in the RRSP. 

 Distributions Received by RRSP from the Corporation 

As noted, taxable dividends are deemed to be interest income to the Investor, which, together with one-
half of capital gains dividends, are added to the Investor’s taxable income if the Shares are held 
personally by the Investor as capital property.  Such distributions paid on Shares held by an RRSP, 
however, will not be subject to tax in the RRSP, provided the RRSP has not borrowed money or carried 
on business and the annuitant under the RRSP is alive.  An RRSP will not carry on business merely by 
holding Shares.  The distributions paid to the RRSP will be taxable to the annuitant under the RRSP when 
funds are withdrawn on maturity of the RRSP, which must occur no later than the end of the year in 
which the annuitant turns 71 years old. 

 RRSP Contribution Limits 

An individual may contribute cash or eligible property (such as a Share) to an RRSP in a calendar year or 
within sixty (60) days after the end of the year, and may claim a deduction for that calendar year to the 
extent that the amount contributed does not exceed the limits specified by the CRA.  The amount of an 
individual’s contribution will be equal to the fair market value of any property contributed as of the day of 
contribution. Any unused RRSP deduction room can be carried forward indefinitely in the event that 
contributions made to an RRSP for a particular year are less than the allowable contribution for that year.  

The transfer of a Share to an RRSP will result in the deemed disposition for income tax purposes at an 
amount equal to the fair market value of the Share at the time of the transfer.  For an individual Investor 
who holds a Share as capital property the disposition will result in a capital gain equal to the excess of the 
fair market value of the Share over its adjusted cost base.  Should the fair market value of the Share be 
less than its adjusted cost base upon contribution to the RRSP, no capital loss will be allowed.  
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Funds or property withdrawn from an RRSP are taxable to the RRSP annuitant in the year of withdrawal.  
The amount of any non-qualified investment acquired by an RRSP in a year is included in the income of 
the annuitant for that taxation year. 

ITEM 7 COMPENSATION PAID TO SELLERS AND FINDERS 

The Corporation does not pay a sales commission, a trailing commission or other compensation in 
connection with the distribution and sale of the Shares. The Manager may, from time to time and in its 
sole discretion, pay a referral or similar fee in connection with a sale of Shares. Investors purchasing or 
redeeming Shares through their own dealer may be charged a fee or commission by the investor’s dealer. 

ITEM 8  RISK FACTORS 

This is a speculative Offering.  The purchase of Shares involves a number of risk factors and is suitable 
only for Investors who are aware of the risks inherent in the real estate industry and who have the ability 
and willingness to accept the risk of loss of their  invested capital and who have no immediate need for 
liquidity. There is no assurance of any return on an Investor’s investment.  

The Corporation advises that prospective Investors should consult with their own independent 
professional legal, tax, investment and financial advisors before purchasing Shares in order to determine 
the appropriateness of this investment in relation to their financial and investment objectives and in 
relation to the tax consequences of any such investment.  

In addition to the factors set forth elsewhere in this Offering Memorandum prospective Investors should 
consider the following risks before purchasing Shares. Any or all of these risks, or other as yet 
unidentified risks, may have a material adverse effect on the Corporation’s business and/or the return to 
the Investors.   

8.1 (a) Investment Risk –  Risks that are specific to the Common Shares being offered under 
this Offering include: 

(i)   Absence of Market for Common Shares – There is no public market for the 
Common Shares.  The Shares are not listed on a stock market or quoted on any public 
market in Canada or elsewhere. 

(ii)  Redemption Liquidity – Shareholders have the right to require the Corporation to 
redeem the Common Shares upon appropriate notice from the Shareholder to the 
Corporation with the guidelines set forth in Item 5.1 “Redemption Rights”.  The 
Corporation provides no assurance that any Shareholder will be able to effect the 
redemption of any or all of their Common Shares at any time.  Redemption of the 
Common Shares is subject to the Corporation having access to sufficient excess cash, or 
other liquid assets, and being in compliance with the applicable corporate and securities 
legislation, is subject to the discretionary right of the Board of Directors of the 
Corporation to deny any request for redemption of Shares.   

(iii)   No guarantees - There is no assurance that the Corporation will be able to 
pay dividends at the level targeted by the Corporation. The funds available for 
distribution to shareholders will vary according to many factors, notably the 
interest and principal payments received in respect of mortgage loans held by the 
Corporation and the rate of return on the Corporation’s cash balances. Although 
mortgage loans made by the Corporation are carefully selected by the 
Administrator, there can be no assurance that such loans will have a guaranteed 
rate of return to investors or that losses will not be suffered on one or more loans. 
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Moreover, at any point in time, the interest rates being charged for mortgages are 
reflective of the general level of interest rates and, as interest rates fluctuate, it is 
expected that the aggregate yield on mortgage investments will also change. In 
the event that additional security is given by the borrower or that a third party 
guarantees the mortgagor's obligations, there is no assurance that such 
additional security or guarantee will be sufficient to make the Corporation whole if 
and when resort is to be had thereto. Notwithstanding the past track record of the 
Corporation, there can be no assurances that the Corporation will be able to 
maintain its Book Value per Share at a constant amount. 

(iv) Lack of Separate Legal Counsel – The Investors, as a group, have not been 
represented by separate counsel.  Neither counsel for the Corporation nor counsel for the 
Manager purport to have acted for the Investors or to have conducted any investigation or 
review on their behalf. 

(b) Corporation Risk – Risks that are specific to the Corporation include the following: 

(i)  MIC Tax Designation — Under the Corporation's articles, the Corporation's directors 
are required to use their commercial best efforts to ensure that the Corporation qualifies 
as a MIC pursuant to the ITA. As well, the Board of Directors of the Corporation has the 
discretion to reject any applications for stock dividends or share subscriptions, transfers, 
redemptions or retractions. There can be no assurance, however, that the Corporation 
will be able to meet the ITA's MIC qualifications at all material times. As a company 
qualified as a MIC, the Corporation may deduct taxable dividends it pays from its 
income, and the normal gross-up and dividend tax credit rules will not apply to dividends 
paid by the Corporation on the Shares. Rather, the dividends will be taxable in the hands 
of shareholders as if they had received an interest payment. If for any reason the 
Corporation fails to maintain its MIC qualification in a particular year, the dividends paid 
by the Corporation on the Shares would cease to be deductible from the income of the 
Corporation for that year and the dividends it pays on the Shares would be subject to the 
normal gross-up and dividend tax credit rules. In addition, the Shares might cease to be 
qualified investments for trusts governed by Registered Plans with the effect that a 
penalty tax would be payable by the Subscriber. 

(ii)  Reliance on third parties - In assessing the risk of an investment in the 
Corporation, potential investors should be aware that they will be relying on the 
good faith, experience and judgement of certain staff of the Manager and 
Administrator, and of Mr. Wayne Robinson in particular. Should Mr. Robinson be 
unable or unwilling to continue his employment with the Manager or 
Administrator, this could have a material adverse effect on the Corporation's 
business, financial condition and results of its operations.  In order to manage the 
Corporation’s business in the future, it may be necessary to add qualified 
management personnel to supplement and/or replace Mr. Robinson.  The 
competition for such key qualified personnel is intense and there can be no 
assurance of success in attracting, retaining, or motivating such individuals.  
Failure in this regard would likely have a material adverse effect on the 
Corporation’s business, financial condition and results of operations.  

(iii) Potential conflicts of interest - The Administrator has sole discretion in 
determining which mortgages it will make available to the Corporation for 
investment. Conflicts of interest may arise because of the fact that the 
Administrator also advises and transacts in mortgages for private clients and is 
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involved in the management and distribution of a public mortgage investment 
corporation, which may be in direct competition with MICEO. 

(c) Industry Risk – There are also risks faced by the Corporation related to the industry in 
which it operates.  Real estate investment is subject to significant uncertainties due, 
among other factors, to uncertain costs of construction, development and financing, 
uncertainty as to the ability to obtain required licenses, permits and approvals, and 
fluctuating demand for developed real estate. The anticipated higher returns associated 
with the Corporation’s mortgage loans reflect the greater risks involved in making these 
types of loans as compared to long-term conventional mortgage loans. Inherent in these 
loans are completion risks as well as financing risks. In addition, prospective Investors 
should take note of the following: 

(i) Competition - The Corporation is competing with many third parties, 
including other mortgage brokers and financial institutions, seeking investment 
opportunities similar to those sought by the Corporation. There is no assurance 
that the number of mortgages required to maintain an optimal level of investment 
will be funded, and this could have an adverse effect on the ultimate return to the 
investor. 

Such third parties may have greater name recognition and greater financial, managerial 
and technical resources than the Corporation.  Competitors may reduce the interest rates 
that they charge, resulting in a reduction in the Corporation’s share of the market, 
reduced interest rates on loans and reduced profit margins. 

(ii) Sensitivity to interest rates - It is anticipated that the value of the 
Corporation’s investment portfolio at any given time may be affected by the level 
of interest rates prevailing at such time. The Corporation’s income will consist 
primarily of interest payments on the mortgages comprising the Corporation’s 
investment portfolio. If there is a decline in interest rates (as measured by the 
indices upon which the interest rates of the Corporation’s mortgage assets are 
based), the Corporation may find it difficult to make a mortgage loan bearing 
rates sufficient to achieve the targeted payment of dividends on the Shares. 
There can be no assurance that an interest rate environment in which there is a 
significant decline in interest rates would not adversely affect the Corporation’s 
ability to maintain dividends on the Shares at a consistent level. Due to the term 
of the mortgages made by the Corporation and the inability to accurately predict 
the extent to which the Corporation’s mortgages may be prepaid, it is possible 
that the Corporation may not be able to sufficiently reduce interest rate risk 
associated with the replacement of such mortgages through new investments in 
mortgages. 

(iii) Changes in property values - The Corporation's mortgage loans will be 
secured by real estate, the value of which can fluctuate. The value of real estate 
is affected by general economic conditions, local real estate markets, the 
attractiveness of the property to tenants where applicable, competition from other 
available properties, fluctuations in occupancy rates, operating expenses and 
other factors. The value of income-producing real property may also depend on 
the credit worthiness and financial stability of the borrowers and/or the tenants. 
While independent appraisals are required before the Corporation may make any 
mortgage investment, the appraised values, even where reported on an "as is" 
basis, are not necessarily reflective of the market value of the underlying real 
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property, which may fluctuate. In addition, the appraised values reported in 
independent appraisals may be subject to certain conditions, including the 
completion, rehabilitation or making of leasehold improvements on the real 
property providing security for the loan. There can be no assurance that these 
conditions will be satisfied and, if and to the extent they are not satisfied, 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. 

(iv) Environmental liability of a mortgage - 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, where the Corporation has exercised its right of re-entry 
or foreclosure or has otherwise assumed the control, occupation or management 
of the property. The Corporation does not systematically obtain environmental 
audits of all properties subject to mortgages. The Administrator only requires an 
environmental audit on commercial properties or any property which, in its 
opinion, has the potential of carrying environmental liability. 

(v) Investment not insured - Neither the Manager nor the Corporation is a 
member of the Canada Deposit Insurance Corporation and the Common Shares 
offered hereunder are therefore not insured against loss through the Canada 
Deposit Insurance Corporation. Moreover, mortgages held by the Corporation 
are not insured through the Canada Mortgage and Housing Corporation or 
otherwise. 

(vi) Renewal of Mortgages - There can be no assurances that any of the 
mortgages held by the Corporation can or will be renewed at the same interest 
rates and terms, or in the same amounts as are currently in effect. With respect 
to each mortgage held by the Corporation, it is possible that either the mortgagor, 
the mortgagee, i.e. the Corporation, or both, will elect not to renew such 
mortgage. In addition, if the mortgages in the Corporation’s mortgage portfolio 
are renewed, the principal balance of such renewals, the interest rates and the 
other terms and conditions of such mortgages will be subject to negotiations 
between the mortgagors and the mortgagees at the time of renewal and the 
terms of a refinancing may therefore not be as favourable as the terms of existing 
indebtedness. 

(vii) Nature of the investments - Investments in mortgages are relatively illiquid. 
Such illiquidity will tend to limit the Manager's ability to vary the mortgage 
portfolio promptly in response to changing economic or investment conditions. 
Furthermore, certain significant expenditures, including property taxes, capital 
repair and replacement costs, maintenance costs, mortgage payments, 
insurance costs and related charges must be made throughout the period of 
ownership of real property regardless of whether the property is producing 
income or whether mortgage payments are being made. The Corporation may be 
required to incur such expenditures to protect its investment, even if the borrower 
is not honouring its contractual obligations. 

(viii) Specific investment risk for non-conventional mortgage investments - Non-
conventional mortgage investments attract higher loan loss risk. This higher risk 
is compensated for by a higher rate of return. The failure of one or more 
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borrowers to make payments according to the terms of their loan could result in 
the Corporation exercising its rights as mortgagee and may adversely affect the 
Corporation’s rate of return, which is directly correlated to the receipt of mortgage 
payments. Also, the recovery of a portion of the Corporation’s assets, i.e. the 
property put up as collateral by the defaulting mortgagor, would be tied up for a 
period of time, diverting resources away from the funding of new investments. 
Legal fees and other costs incurred by the Corporation in enforcing its rights as 
mortgagee against a defaulting borrower are borne by the shareholders 
collectively. Although these fees and costs are often recoverable from the 
borrower directly or through the sale of the mortgaged property by power of sale 
or otherwise, there is no assurance that they will actually be recovered. Due to 
fluctuations in the housing market and the economy generally, there is a 
possibility that historical loan default rates may increase and that in any power of 
sale, the Corporation could lose some or a substantial portion of the principal 
amount loaned to the borrower.  

(ix) Priority over security - The Corporation will from time to time make a loan 
in return for a second or third charge on the property. Second or third mortgage 
investments attract higher loan loss risk due to their subordinate ranking to other 
mortgage charges and typically higher aggregate loan-to-value ratio. This higher 
risk is compensated for by a higher rate of return. Also, any real property may be 
subject to one or more liens which will take priority over a mortgage, even a first-
ranking one. Such liens may arise, for example, as a result of unpaid municipal 
taxes or utility bills. When a charge on real property is in a position other than the 
first rank, it is possible for the older of a prior charge, if the borrower is in default 
under the terms of its obligations to such holder, to take a number of actions 
against the borrower and ultimately against the underlying real property. Such 
actions may include foreclosure, the exercising of a giving-in-payment clause or 
an action forcing the underlying real property to be sold (known as a “power of 
sale”). Foreclosure or the exercise of a giving-in-payment clause may have the 
ultimate effect of depriving any person, other than the holder of a first-ranking 
charge on the underlying real property, of the security of such real property. If an 
action is taken to sell the underlying real property and sufficient proceeds are not 
realized from such sale to pay off all creditors who have charges on the property 
(including a lien holder) ranking prior to the Corporation, the Corporation may 
lose all or part of its investment to the extent of such deficiency, unless it can 
otherwise recover such deficiency from other property owned by the borrower. In 
order to mitigate this risk, the Corporation’s investment strategy limits the amount 
of non-first mortgage investments to 30% of the mortgages held by the 
Corporation.  

ITEM 9  REPORTING OBLIGATIONS 

Meetings of Shareholders 

The Board of Directors may call a meeting of shareholders by providing notice of the date, time 
and place of the meeting to each holder of Common Shares entitled to vote at the meeting, 
each director and the auditor. Such notice shall be sent no less than 21 days and no more than 
50 days before the meeting. Annual meetings of the shareholders must be held within 15 
months from the last annual meeting of the shareholders. The Corporation’s board of directors, 
chairman, chief executive officer or president may call a special meeting of the shareholders at 
any time.  
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If the Corporation has only one shareholder or only one holder of any class or series of shares, 
the shareholder present in person or by proxy constitutes a meeting. Otherwise, quorum for a 
meeting of shareholders shall be a majority of holders of the shares entitled to vote at a meeting 
of shareholders, whether present in person or represented by proxy. Unless a shareholder 
entitled to vote at a meeting of shareholders demands a vote to be taken by ballot, each 
question at a meeting of shareholders shall be decided by a show of hands. Upon a show of 
hands every voting person who is present shall have one vote. The only persons entitled to 
attend a meeting of shareholders shall be those entitled to vote thereat, the directors and 
auditor of the Corporation as well as any other person who is invited by the chair of the meeting 
or with the consent of the meeting. 

Reporting to Shareholders 

The Corporation’s shareholders receive audited financial statements on an annual basis and 
interim unaudited financial statements on a semi-annual basis.  The Corporation also delivers to 
shareholders of record, once determined, in connection with an upcoming annual meeting of the 
shareholders (i) a notice of meeting, (ii) a management information circular (including audited 
annual financial statements and auditor’s report thereon) and (iii) form of proxy. Copies of these 
documents are also posted and available for review by shareholders on the Internet at 
www.miceo.ca.  

Each shareholder will receive a statement of their shareholdings on a quarterly basis. 

Each shareholder also receives a letter from the Manager indicating the performance of the 
Corporation during the previously completed financial year. The financial year of the Corporation 
ends on the 31st day of December of each year. This letter is usually delivered in January of 
each year.  

ITEM 10 RESALE RESTRICTIONS 

The Shares will be subject to a number of resale restrictions, including restrictions on trading.  Until the 
restriction on trading expires, you will not be able to trade the Shares unless you comply with an 
exemption from the prospectus and registration requirements under applicable securities legislation.  In 
Canada, unless permitted under securities legislation you cannot trade the Shares before the date that is 
four months and a day after the date the Corporation becomes a reporting issuer in any province or 
territory of Canada. Investors in the United States will be subject to resale restrictions on the Shares 
pursuant to United States Federal and State securities laws. 

Furthermore, unless permitted under securities legislation, you must not trade the Shares without the prior 
written consent of the regulator in Manitoba unless 

a. the Corporation has filed a prospectus with the regulator in Manitoba with respect to the 
Shares you have purchased and the regulator in Manitoba has issued a receipt for that 
prospectus, or 

b. you have held the Shares for at least 12 months. 

The regulator in Manitoba will consent to your trade if the regulator is of the opinion that to do so is not 
prejudicial to the public interest. 

In addition to the aforementioned resale restrictions, under the Corporation’s Articles of Incorporation, 
the right to transfer shares of the Corporation is restricted and no shares shall be transferred without: 

http://www.miceo.ca/
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(i) the shares first being offered for sale on the same terms and conditions to the shareholders of 
the Corporation; and 

(ii) the consent of the majority of the directors of the Corporation expressed by a resolution 
passed by the Board of Directors. 

For greater certainty, the terms “transfer” and “transferred” shall not be construed so as to include a 
tender of shares by a shareholder for the purpose of their redemption by the Corporation. 

ITEM 11 PURCHASERS’ RIGHTS 

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

Two Day Cancellation Right –  All Jurisdictions 

You can cancel your agreement to purchase these securities.  To do so, you must send a written notice to 
the Corporation by midnight on the 2nd business day after you sign the agreement to buy the securities. 

Rights for Investors in Ontario  

If there is a misrepresentation in this Offering Memorandum, you have a statutory right to sue: 

(a) the Corporation to cancel your agreement to buy these Shares, or 

(b) for damages against the Corporation. 

This statutory right to sue is available to you whether or not you relied on the misrepresentation.  
However, in an action for damages the amount you may recover will not exceed the price that you paid 
for your Shares and will not include any part of the damages that the Corporation proves does not 
represent the depreciation in value of the Shares resulting from the misrepresentation. There are various 
defences available to the persons or companies that you have a right to sue.  In particular, they have a 
defence if you knew of the misrepresentation when you purchased the Shares. 

If you intend to rely on the rights described in (a) and (b) above, you must do so within strict time 
limitations.  You must commence the action to cancel the agreement within 180 days after you signed the 
agreement to buy the Shares.  You must commence the action for damages within the earlier of 180 days 
after learning of the misrepresentation and three (3) years from the date of the Corporation having 
accepted your subscription to purchase the Shares. 

Rights for Investors in Manitoba 

If there is a misrepresentation in this Offering Memorandum, you have a statutory right to sue: 

(a) the Corporation to cancel your agreement to buy these Shares, or 

(b) for damages against the Corporation, every director of the Corporation on the date of the 
Offering Memorandum, and every person who signed the Offering Memorandum. 

This statutory right to sue is available to you whether or not you relied on the misrepresentation.  
However, in an action for damages the amount you may recover will not exceed the price that you paid 
for your Shares and will not include any part of the damages that the Corporation proves does not 
represent the depreciation in value of the Shares resulting from the misrepresentation. There are various 
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defences available to the persons or companies that you have a right to sue.  In particular, they have a 
defence if you knew of the misrepresentation when you purchased the Shares. 

If you intend to rely on the rights described in (a) and (b) above, you must do so within strict time 
limitations.  You must commence the action to cancel the agreement within 180 days after you signed the 
agreement to buy the Shares.  You must commence the action for damages within the earlier of 180 days 
after learning of the misrepresentation and two (2) years from the date of the Corporation having accepted 
your subscription to purchase Shares. 

Rights for Investors in Prince Edward Island 

If there is a misrepresentation in this Offering Memorandum, you have a statutory right to sue: 

(a) the Corporation to cancel your agreement to buy these Shares, or 

(b) for damages against the Corporation, every director of the Corporation on the date of the 
Offering Memorandum, and every person who signed the Offering Memorandum. 

This statutory right to sue is available to you whether or not you relied on the misrepresentation.  
However, in an action for damages the amount you may recover will not exceed the price that you paid 
for your Shares and will not include any part of the damages that the Corporation proves does not 
represent the depreciation in value of the Shares resulting from the misrepresentation. There are various 
defences available to the persons or companies that you have a right to sue.  In particular, they have a 
defence if you knew of the misrepresentation when you purchased the Shares. 

If you intend to rely on the rights described in (a) and (b) above, you must do so within strict time 
limitations.  You must commence the action to cancel the agreement within 180 days after you signed the 
agreement to buy the Shares.  You must commence the action for damages within the earlier of 180 days 
after learning of the misrepresentation and three (3) years from the date of the Corporation having 
accepted your subscription to purchase the Shares. 

Rights for Investors in Alberta and British Columbia,  

If there is a misrepresentation in this Offering Memorandum, you have a statutory right to sue: 

(a) the Corporation to cancel your agreement to buy these Shares, or 

(b) for damages against the Corporation, every director of the Corporation on the date of the 
Offering Memorandum, and every person who signed the Offering Memorandum. 

This statutory right to sue is available to you whether or not you relied on the misrepresentation.  
However, in an action for damages the amount you may recover will not exceed the price that you paid 
for your Shares and will not include any part of the damages that the Corporation proves does not 
represent the depreciation in value of the Shares resulting from the misrepresentation. There are various 
defences available to the persons or companies that you have a right to sue.  In particular, they have a 
defence if you knew of the misrepresentation when you purchased the Shares. 

If you intend to rely on the rights described in (a) and (b) above, you must do so within strict time 
limitations.  You must commence the action to cancel the agreement within 180 days after you signed the 
agreement to buy the Shares.  You must commence the action for damages within the earlier of 180 days 
after learning of the misrepresentation and three (3) years from the date of the Corporation having 
accepted your subscription to purchase the Shares. 

Rights of Investors in Quebec 
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If there is a misrepresentation in this Offering Memorandum, you have a statutory right to sue: 

(a) the Corporation to cancel your agreement to buy these Shares, or 

(b) for damages against the Corporation, every director of the Corporation on the date of the 
Offering Memorandum, and every person who signed the Offering Memorandum. 

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

If you intend to rely on the rights described in (a) and (b) above, you must do so within strict time 
limitations.  You must commence the action to cancel the agreement within three years after you signed 
the agreement to buy the Shares.  You must commence the action for damages within three years after 
learning of the misrepresentation. 

Rights for Investors in Newfoundland and Labrador, Yukon Territory, Northwest Territories and 
Nunavut 

If there is a misrepresentation in this Offering Memorandum, you have a contractual right to sue: 

(a) the Corporation to cancel your agreement to buy these Shares, or 

(b) for damages against the Corporation, every director of the Corporation on the date of the 
Offering Memorandum, and every person who signed the Offering Memorandum. 

This contractual right to sue is available to you whether or not you relied on the misrepresentation.  
However, in an action for damages the amount you may recover will not exceed the price that you paid 
for your Shares and will not include any part of the damages that the Corporation proves does not 
represent the depreciation in value of the Shares resulting from the misrepresentation. The Corporation 
has a defence if it proves that you knew of the misrepresentation when you purchased the securities.   

If you intend to rely on the rights described in (a) and (b) above, you must do so within strict time 
limitations.  You must commence your action to cancel the agreement within 180 days after you signed 
the agreement to purchase the Shares.  You must commence your action for damages within the earlier of 
180 days after learning of the misrepresentation and three (3) years after you signed the agreement to 
purchase the Shares. 

Rights for Investors in Nova Scotia  

If there is a misrepresentation in this Offering Memorandum, you have a statutory right to sue: 

(a) the Corporation to cancel your agreement to buy these Shares, or 

(b) for damages against the Corporation, every director of the Corporation on the date of the 
Offering Memorandum, and every person who signed the Offering Memorandum. 

This statutory right to sue is available to you whether or not you relied on the misrepresentation.  
However, in an action for damages the amount you may recover will not exceed the price that you paid 
for your Shares and will not include any part of the damages that the Corporation proves does not 
represent the depreciation in value of the Shares resulting from the misrepresentation. There are various 
defences available to the persons or companies that you have a right to sue.  In particular, they have a 
defence if you knew of the misrepresentation when you purchased the Shares. 



- 34 - 

If you intend to rely on the rights described in (a) and (b) above, you must do so within strict time 
limitations.  You must commence the action within 120 days after your purchase of the Shares.   

Rights of Investors in Saskatchewan and New Brunswick 

If there is a misrepresentation in this Offering Memorandum, you have a statutory right to sue: 

(a) the Corporation to cancel your agreement to buy these Shares, or 

(b) for damages against the Corporation. 

This statutory right to sue is available to you whether or not you relied on the misrepresentation.  
However, in an action for damages the amount you may recover will not exceed the price that you paid 
for your Shares and will not include any part of the damages that the Corporation proves does not 
represent the depreciation in value of the Shares resulting from the misrepresentation. There are various 
defences available to the persons or companies that you have a right to sue.  In particular, they have a 
defence if you knew of the misrepresentation when you purchased the Shares. 

If you intend to rely on the rights described in (a) and (b) above, you must do so within strict time 
limitations.  You must commence the action to cancel the agreement within 180 days after you signed the 
agreement to buy the Shares.  You must commence the action for damages within the earlier of one year 
after learning of the misrepresentation and six (6) years from the date of the Corporation having accepted 
your subscription to purchase the Shares. 
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ITEM 13 DATE AND CERTIFICATE OF THE ISSUER 

Dated the 30th  day of April, 2010. 

This Offering Memorandum does not contain a misrepresentation. 

MORTGAGE INVESTMENT CORPORATION  

OF EASTERN ONTARIO 

 

(s) Rosemarie Bowick, Chair          (s)_Wayne Robinson, CEO___________ 

 

(s) Rick Greenstreet, Vice Chair    (s) Kevin Cruickshank, CFO   

 

Statements made in this Offering Memorandum are those of the Corporation.  No person is 
authorized to give any information or to make any representation in connection with this Offering 
other than as referred to in this Offering Memorandum, and any information or representation not 
referred to in this Offering Memorandum must not be relied upon as having been authorized by the 
Corporation. 
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Schedule “A” 

CANADIAN ACCREDITED INVESTOR STATUS 

Pursuant to National Instrument 45-106 (“NI 45-106”), an Investor qualifies as an “accredited investor” if they are, 
or meet, at least one of the following criteria (most commonly met criteria are boldfaced for your reference): 

(a) Canadian financial institution, or a Schedule III bank,  

(b) the Business Development Bank of Canada incorporated under the Business Development Bank of 
Canada Act (Canada); 

(c) a subsidiary of any person referred to in paragraphs (a) or (b), if the person owns all of the voting 
securities of the subsidiary, except the voting securities required by law to be owned by directors 
of that subsidiary; 

(d) a person registered under the securities legislation of a jurisdiction of Canada as an adviser or 
dealer, other than a person registered solely as a limited market dealer under one or both of the 
Securities Act (Ontario) or the Securities Act (Newfoundland and Labrador); 

(e) an individual registered or formerly registered under the securities legislation of  a jurisdiction of 
Canada as a representative of a person referred to in paragraph (d); 

(f) the Government of Canada or a jurisdiction of Canada, or any crown corporation, agency or 
wholly owned entity of the Government of Canada or a jurisdiction of Canada; 

(g) a municipality, public board or commission in Canada and a metropolitan community, school 
board, the Comité de gestion de la taxe scolaire de I’ile de Montréal or an intermunicipal 
management board in Québec; 

(h) any national, federal, state, provincial, territorial or municipal government of or in any foreign 
jurisdiction, or any agency of that government; 

(i) a pension fund that is regulated by the Office of the Superintendent of Financial Institutions 
(Canada), a pension commission or similar regulatory authority of a jurisdiction of Canada; 

(j) an individual who, either alone or with a spouse, beneficially owns financial assets having an 
aggregate realizable value that before taxes, but net of any related liabilities, exceeds 
$1,000,000; 

(k) an individual whose net income before taxes exceeded $200,000 in each of the 2 most recent 
calendar years or whose net income before taxes combined with that of a spouse exceeded 
$300,000 in each of the 2 most recent calendar years and who, in either case, reasonably 
expects to exceed that net income level in the current calendar year, 

(l) an individual who, either alone or with a spouse, has net assets of at least $5,000,000, 

(m) a person (including a corporation), other than an individual or investment fund, that has net 
assets of at least $5,000,000 as shown on its most recently prepared financial statements 
(prepared in accordance with applicable generally accepted accounting principles), 

(n) an investment fund that distributes or has distributed its securities only to 

(i) a person that is or was an accredited investor at the time of the distribution, 
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Capital preservation  
with steady monthly income

W.A. Robinson & Associates Ltd. 
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