MANDATE NATIONAL MORTGAGE CORPORATION

Dated: August9, 2010

OFFERING MEMORANDUM

The Issuer
Name: Mandate National Mortgage Corporation (the “Corporation”)
Head Office: #505 — 1195 West Broadway Phone #: (604) 731-2899; Toll free: 1-866-432-4949

Vancouver, British Columbia, V6H 3X5 Fax#:. (604) 734-5546

Email: mandatenational @telus.net
Website: www.mandatemortgage.com

Currently listed or quoted? No, “These securities do not trade on any exchange or market”.

Reporting issuer?
SEDAR filer?

The Offering

Securities Offered:
Price Per Security:
Minimum/Maximum
Offering:

Minimum
Subscription

Amount per
Subscriber:

Payment Terms:

Proposed Closing
Date(s):

Tax Consequences:
Selling Agent(s):

Technical terms

Yes, British Columbia and Alberta.
Yes

500,000 Retractable Redeemable Preferred Shares (the “Preferred Shares”).

$10.00 per Preferred Share.

A minimum of $0.00 and a maximum of $5,000,000. You may be the only purchaser.

Funds available under this offering may not be sufficient to accomplish our proposed objectives.

$5,000.00

Bank draft, wire transfer or certified cheque.

The Preferred Shares are offered on a continuous basis from August 9, 2010 to December 31, 2010
unless extended by the Corporation.

There are important tax consequences to these securities. See Item 6.
Yes. See Items 5 and 7.

For an explanation of technical and capitalized terms used in this Offering Memorandum, please see Appendix A — Glossary.

Resale restrictions

You will be restricted from selling your securities for four (4) months and a day from the date of distribution. The securities however,

are also redeemable. See Item 10.

Purchaser’s rights

You have 2 business days to cancel your agreement to purchase these securities. If there is a misrepresentation in this Offering

Memorandum, you have the right to sue either for damages or to cancel the agreement. See Item 11.

This Offering Memorandum constitutes an offering of these securities only in those jurisdictions and to those persons where
and to whom they may be lawfully offered for sale and therein only by persons authorized to sell such securities. This Offering

Memorandum is not, and under no circumstances is to be construed as, a prospectus or a public offering.

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.
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ITEM1 USE OF AVAILABLE FUNDS
1.1 Funds
Assuming Assuming
Minimum Maximum
Offering Offering
A. Amount to be raised by this Offering $0 $5,000,000
B. Selling commissions and fees $0 $0®
C. Estimated Offering costs (e.g., legal, accounting, audit) $20,000 $20,000
D. Net proceeds: D=A - (B & C) ($20,000) $4,980,000
E. Additional sources of funding required $0 $0
F. Working capital deficiency $0 $0
G. Total: G=(D+E) -F ($20,000) $4,980,000
1) Assumes election to have the Manager pay trailer fees, and no front-end commission. See Item 7.
1.2 Use of Available Funds
Assuming Assuming
Description of intended use of Minimum Maximum
available funds in order of Priority Offering Offering
Investing in residential and commercial mortgages $0 $4,731,000
Unallocated working capital/liquidity @ 5% of mortgage assets $0 $ 249,000
TOTAL $0 $4,980,000

1.3 Reallocation

The Issuer intends to spend the available funds as stated. The Corporation will not reallocate funds.

14 Working Capital Deficiency

The Corporation had positive working capital as at June 30, 2010 of $7,060,875.00.

ITEM 2

21 Structure

Mandate National Mortgage Corporation (the “Corporation”) was incorporated under the Trust and Loan
Companies Act (Canada) by letters patent dated February 7, 1979 under the name Stanmor Mortgage Corporation.
On July 8, 1983 the Corporation changed its name to Morgan Mortgage Corporation. On August 7, 1989 the
Corporation changed its name to Mandate National Mortgage Corporation and completed a merger with its
predecessor, Mandate Mortgage Investment Corporation. On January 25, 1999, the Corporation continued under

BUSINESS OF MANDATE NATIONAL MORTGAGE CORPORATION

the Canada Business Corporations Act (the “CBCA”). The head office of the Corporation is located at

Aug20100M-1




-3-

Suite 505 — 1195 West Broadway, Vancouver, British Columbia, V6H 3X5. The registered office of the
Corporation is located at 2900 — 550 Burrard Street, Vancouver, British Columbia V6C 0A3.

The Corporation is registered extra-provincially in British Columbia and Alberta.
2.2 Our Business

The Corporation operates as a mortgage investment corporation under the Tax Act. Its business is to obtain a
stable source of income by investing in a portfolio of mortgages. Subject to certain limitations set out in the Tax
Act, the Corporation is entitled to employ leverage by issuing debt obligations up to a maximum of five times the
cost amount of its assets in excess of its liabilities. As a mortgage investment corporation, the Corporation is
generally entitled to deduct from its income all dividends that it pays to its shareholders. The Corporation intends
to distribute all of its net income and net realized capital gains quarterly as dividends and consequently does not
expect to incur any material liability for income tax. The Corporation has paid a quarterly dividend to the
holders of its Preferred Shares every quarter since 1983.

Mortgage Portfolio

The Corporation’s assets consist principally of mortgages and short term instruments. The following table
summarizes the types of mortgages owned by the Corporation as at June 30, 2010.

Number and dollar amount of mortgages:

Number Amount
First Mortgages 14 $3,427,545
Second Mortgages 8 $1,531,816
Total 22 $4,959,361

Number and dollar amount of mortgages classified by geographical location of the underlying security:

Number Amount
British Columbia 22 $4,959,361
Other details:
Number Amount
Mortgages 90 days + in Arrears 3 $ 860,000
Provision for Bad Debt $ 88,152

The Corporation invests primarily in floating rate mortgages. The Corporation had no fixed rate mortgages as at
June 30, 2010. The Corporation fixes a “floor” rate of interest when placing a floating rate mortgage below which
the rate cannot fall. This floor rate will vary based on the creditworthiness of the borrower and the strength of the
Corporation’s security.
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Portfolio Development

Utilizing the services of Mandate Management Corporation ( the “Manager”), the Corporation intends to develop
its mortgage portfolio through the following activities:

Agency Origination — The Manager may authorize qualified intermediaries to process mortgage applications on
behalf of the Corporation within predetermined criteria consistent with the Corporation’s investment policies.

These intermediaries will be experienced Mortgage lenders who have demonstrated their ability to supply
mortgage loans within the parameters of the Corporation’s lending criteria; and

Direct Origination — The Manager currently provides direct origination facilities in Vancouver, British Columbia,
in order to supply the Corporation with mortgage investment opportunities. Using these facilities, the Manager
originates mortgages through direct negotiations with borrowers such as home purchasers, home owners, home
builders, industrial and commercial developers and mortgage brokers on behalf of the borrowers.

Principal Investments

The Corporation’s principal investments are residential mortgages on property in British Columbia. such as single
family dwellings, duplexes, townhouses, condominium units or multiple family dwellings such as apartment
buildings. These residential mortgages are in the following categories:

Conventional Mortgages — residential mortgages which do not exceed 75% of the appraised value of the property,
have a term of up to one year, have a fixed rate of interest, have an amortized period which is usually between 15
and 25 years, and are normally renewed periodically at then prevailing interest rates.

Floating Rate Residential Mortgages — residential mortgages which do not exceed 75% of the appraised value of
the property, and may provide for interest only payments or interest plus principal repayments. These residential
mortgages are drawn generally for a term of one year, and may be renewed. The interest rate charged on these
residential mortgages is normally the prime rate of interest of a Canadian chartered bank plus a certain percentage.

The Corporation also invests in mortgages on industrial or commercial property in British Columbia which may
qualify as conventional mortgages.

Expenses and Management Fees

In consideration for the services provided by the Manager and provided that the Corporation’s shareholders
receive a minimum annual return on their investment in the Corporation equal to the Royal Bank of Canada prime
lending rate plus 2% per annum, the Corporation will pay the Manager an annual management fee equal to 2% of
mortgages receivable and cash, at each fiscal year end of up to $25,000,000 and 1.5% on the balance with respect
to that fiscal year (the “Management Fee”). The Management Fee is payable quarterly in arrears. The Manager
has the option to waive or reduce the fee receivable for any quarter.

Within 45 days after each quarter, the Manager prepares and delivers to the Corporation an estimate of the
Management Fee based on the operations of the Corporation for the preceding quarter. The Corporation, within 7
days of receipt of the estimate, pays the Manager the quarterly payment set out in the estimate.

In addition to the Management Fee, the Corporation pays for all expenses incurred by the Manager in performing
its duties as Manager. These include fees and expenses of the Corporation’s directors and officers, the cost of
acquisition of mortgages, appraisal fees, foreclosure costs, any commission or brokerage fees on the purchase and
sale of mortgage, taxes of all kinds to which the Corporation is subject, interest expense, auditors’ fees, legal fees,
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transfer agent fees, the cost of providing financial reports and other information to shareholders and regulators,
photocopying, land title search, credit bureau reports, printing costs, survey certificates, postage, long distance
telephone charges, accounting fees, real estate commissions, rent for office space of the Corporation,
advertisements, promotions and insurance premiums.

Notwithstanding the above, costs relating to individual mortgage files are recoverable from the Borrowers.
Investment and Lending Policies
The Corporation’s investment and lending policies are as follows:

. at least two-thirds of the assets of the Corporation must be invested in residential mortgages or held in
cash or deposits with approved depositories;

° up to 20% of the Corporation’s assets may be invested in industrial and commercial mortgages;

° no more that 30% of the Corporation’s assets may be invested in second mortgages. At least 70% of the
Corporation’s assets must be invested in first mortgages;

. mortgage investments will be made primarily in Greater Vancouver and Victoria, British Columbia;
however, to the extent practicable, investments of the Corporation may be diversified with respect to geographic
locations within B. C. and Alberta;

. the Corporation will invest primarily in mortgages with a term of one year but will attempt to stagger the
maturities of the mortgages in order to produce an orderly turnover of assets and liabilities;

° no single investment or related group of investments involving one property or development, or involving
several properties or developments owned by one borrower and/or its affiliates, will exceed $600,000, but this
restriction will not apply to obligations of Canadian municipal, provincial and federal governments and
government agencies;

. the Corporation will not invest in mortgages if such mortgages exceed 75% of the appraised value of the
underlying property, unless the mortgages are insured; and

. the Corporation will obtain a current appraisal with every mortgage application, such appraisal to be
prepared by a member of the Appraisal Institute of Canada. The Corporation’s Credit Committee (see Item 3)
may waive the appraisal requirement in the event the loan to value ratio is less than 50% as supported by a current
property assessment notice.

2.3 Development of Business

The Corporation has been in the mortgage lending business for 27 years. In recent years, its mortgage assets
under administration have ranged from a low of $5,124,603 to a high of $10,515,051. Its average annual dividend
rate, as a percentage of paid-up capital has been 10.20% since inception. The Corporation has consistently
produced stable returns to shareholders above both short and long term bank interest rates. Loan loss experience
has averaged less than 1.0% per year of mortgage assets under administration over the last five years. Major
factors that influence the Corporation’s development are the demand for housing, competition from traditional
lenders and the quality of its mortgage loans.
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2.4 Long Term Objectives

The Corporation’s long term objectives are to grow its capital and continue to provide its shareholders with above
average returns on investment.

25 Short Term Objectives and How We Intend to Achieve Them

Our short term business objective for the next 12 months are set out below.

What we must do and how we will do it Target completion date or number of months Our cost to
to complete complete

The Company intends to raise capital pursuant | Since the Company will have an ongoing | N/A
to this offering and to use same to fulfil its | investment program, there is no target completion
investment program as described in | date for its business plan. Investments will be
paragraphs 2.2, 2.3 and 2.4 made as the Company’s available funds permit

2.6 Insufficient Proceeds

Not applicable

2.7 Material Agreements

The following are the material contracts entered into by the Corporation:
Loan Agreement with Canadian Western Bank

The loan is a demand operating loan for up to $3,000,000 payable on demand with interest at the prime rate of
Canadian Western Bank plus 1.0% per annum. The loan is reviewed/renewed annually.

The loan is secured by a charge on the entire undertaking and assets of the Corporation.
Mortgage Administration & Brokerage Agreement

By an agreement dated March 1, 2007 (the “Management Agreement”), the Corporation retained the Manager,
under the supervision of the directors of the Corporation, to manage the operations of the Corporation. The
Manager is responsible, among other things, for:

o Originating and administering mortgages;

. Providing financial and related services for the Corporation including originating and administering debt
obligations of the Corporation; and

. Providing administrative services required by the Corporation in carrying on its business under the CBCA
and the Tax Act.

The Manager must carry out its duties fairly, honestly and in the best interests of the Corporation and must
exercise the degree of care, diligence and skill that a reasonably prudent institutional lender would exercise in
comparable circumstances. The Manager is not liable to the Corporation for any loss caused by the Manager in
carrying out its duties under the Management Agreement unless the loss resulted from the negligence, wilful
misconduct or dishonesty of the Manager, its officers, employees or agents in the performance of its duties.
Furthermore, the Corporation has agreed to indemnify and save the Manager harmless in the event that the
Manager suffers a loss of any nature whatsoever in connection with the performance of its duties under the
Management Agreement except where such loss resulted from the negligence, wilful misconduct or dishonesty of

the Manager of its officers, employees or agents.
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The Management Agreement has an indefinite term. However, commencing in 2007, and in every third year
thereafter, if by January 15™ of such year, the holders of not less that 70% of the then issued and outstanding
Common Shares give written notice to the Corporation that at the next annual general meeting of the holders of
the Common Shares, the said holders wish to consider termination of the Management Agreement, then such
matter will be voted on at the next annual general meeting.

If at least 80% of the issued and outstanding Common Shares are voted in favour of termination, the Management
Agreement can be terminated by the Corporation 60 days after the annual general meeting at which termination
was approved, as long as a termination fee is paid to the Manager by the Corporation. The termination fee is an
amount equal to the Management Fee paid or payable to the Manager by the Corporation for services rendered in
the fiscal year immediately preceding the year the annual general meeting at which the Management Agreement
was terminated was held.

In addition to the circumstances described above, the Management Agreement may be terminated by the
Corporation if:

. Proceedings in insolvency, bankruptcy, receivership or liquidation are taken against the Manager;

. The Manager makes an assignment for the benefit of its creditors or commits any act of bankruptcy
within the meaning of the Bankruptcy and Insolvency Act (Canada).

. The Manager assigns the Management Agreement or any rights thereunder without the prior consent of
the Corporation;

. The Manager commits a breach or default under the Management Agreement and the same is not cured
within 90 days of receiving notice thereof; and

. The Corporation fails to pay dividends for any two consecutive fiscal years or pays dividends in any two
consecutive fiscal years at less than the Minimum Acceptable Rate (the Royal Bank of Canada prime lending rate
plus 2.0% per annum as determined from time to time) for the corresponding period, and the Independent
Directors unanimously approve a resolution to terminate the Management Agreement.

The Management Agreement may be terminated by the Manager if:

. Proceedings in insolvency, bankruptcy, receivership or liquidation are taken against the Corporation;

. The Corporation makes an assignment for the benefit of its creditors or commits any act of bankruptcy
within the meaning of the Bankruptcy and Insolvency Act (Canada); and

o The Manager gives the Corporation one year’s notice of intention to terminate the Management
Agreement.

The Management Agreement may also be terminated by mutual consent in writing of the Corporation and the
Manager.
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ITEM 3

3.1 Compensation and Securities Held
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INTERESTS OF DIRECTORS, MANAGEMENT, PROMOTERS AND PRINCIPAL
HOLDERS

Compensation paid by
the Corporation in the
most recently Number, type and | Number, type and
completed financial percentage of percentage of
year and the securities of the securities of the
compensation Corporation held | Corporation held
Name and Positions held and the anticipated to be paid | after completion after completion
municipality of date of obtaining that in the current of minimum of maximum
principal residence position financial year offering™ offering™
Alan E.R. Long Chairman, President & Nil 11,950 Common 11,950 Common
Vancouver, B.C. Chief Executive Officer. Shares Shares
Director since August 2.79% 2.79%
1989
John R. LaVan Director since July 1995 2009 $1,000 569 Preferred 569 Preferred
West Vancouver, B.C. 2010 $1,450 Shares Shares
13% 13%
Douglas Wark Director since June 2004 2009 $2,700 Nil Nil
Vancouver, B.C. 2010 $2.700
Andrew McLaren Director since August 2000 $ O Nil Nil
North Vancouver, B. C. | 1989 2010 500
Peter Chappell, C.A. February 2009 2009  $1,000 Nil Nil
Port Moody, B. C.
2010 $1,450
No one owns more than 10% of the voting securities of the Corporation.
1) The information as to securities beneficially owned as at the date hereof has been furnished by the respective directors and

officers.

Executive Committees

The Corporation’s directors have established three executive committees whose duties are to oversee certain
aspects of the Corporation’s operations.

Audit Committee

The Corporation has established an Audit Committee consisting of Peter Chappell C.A., Jack LaVan, Douglas
Wark, and consultant Larry Hanson, C.A. to:

° review the quarterly internal and annual audited financial statements of the Corporation before they are
approved by the directors;

. ensure that appropriate internal control procedures are in place;

. review such investments and transactions that could adversely affect the Corporation that the auditor or
any officer of the Corporation may bring to the attention of the Audit Committee;
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. meet with the auditor to discuss the annual audited financial statements and the returns and transactions
referred to therein; and

. meet with the chief internal auditor of the Corporation or any officer or employee of the Corporation
acting in a similar capacity and with management of the Corporation to discuss the effectiveness of internal
control procedures established for the Corporation.

Conduct Review Committee

The Corporation has a Conduct Review Committee consisting of Jack LaVan, Peter Chappell C.A. and Douglas
Wark whose duties are:

. to establish procedures for the review of transactions with related parties of the Corporation;
o review all proposed transactions with related parties of the Corporation; and
. review the practices of the Corporation to ensure that any transactions with related parties of the

Corporation that may have material effect on the stability or solvency of the Corporation are identified.
Credit Committee

The Corporation has a Credit Committee consisting of directors Alan Long, Douglas Wark and non-director
Ronald Farrington. The duties of the Credit Committee are:

. to establish investment and lending policies, standards and procedures to which the Corporation must
adhere that a reasonable and prudent person would apply in respect of a portfolio of investments and loans to
avoid undue risk of loss and obtain a reasonable return; and

. to approve all mortgages granted by the Corporation.
3.2 Management Experience

The principal occupations during the last five years and any relevant experience of each director and officer of the
Corporation is set out below:

Name Principal occupation and related experience

Alan E.R. Long President of the Corporation and its predecessor, 1983 to present; President, Mandate
Management Corporation, September 1985 to present;

John R. LaVan Barrister & Solicitor, LaVan & Company, May 1981 to present.

Douglas Wark Vice President, Vancouver Pacific Development Corporation 2000 to present; Chief

Financial Officer and Director, Schroeder Properties Ltd., 1995 to 2000. Prior to this, was
involved for a number of years in the banking industry.

Andrew McLaren President, Clarion Property Corp., October 1978 to present; real estate development and
property management.

Peter Chappell, C.A. Chief Operating Officer, Narland Management Ltd.; 1993 to Present, Real estate
development, investment and property management company.
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The Manager

The Manager was incorporated under the laws of the Province of British Columbia on September 8, 1985. The
name, municipality of residence and principal occupations of the directors and officers of the Manager within the

preceding five years are as follows:

Name and
Municipality of Residence

Office

Principal Occupation

Alan E.R. Long
Vancouver, B.C.

President and
Director

President of the Corporation and its predecessor,
Director 1983 to present; President, Mandate
Management Corporation, September 1985 to
present.

Alan J.H. Raffan, C.A.
Langley, B.C.

Director and
Secretary

Chief Financial Officer, Harbour Marine Products
Inc., April 2008 to present, Chief Financial Officer,
4 Refuel Canada Ltd., October 2004 to January
2008, Chief Financial Officer, Poets Cove Resort
and Spa; September 2003 to Oct 2004;

The voting securities of the Manager are owned as to 16% by Alan Long, a director of the Corporation and 84%
by Monitor Management Ltd. a Company controlled by Alan Long.

3.3 Penalties, Sanctions and Bankruptcy

No director, officer or person holding a sufficient number of securities of the Corporation to affect materially the
control of the Corporation has, in the last 10 years:

(a) been subject to any penalties or sanctions imposed by a court or by a regulatory authority;

(b) been a director, senior officer or control person of any issuer that has been subject to any penalties or
sanctions imposed by a court or by a regulatory authority while the director, officer or control person was
a director, officer or control person of such issuer (except only for a cease trade order issued against the
Corporation by the British Columbia Securities Commission on June 11, 2003, for failure to file the
Corporation’s March 31, 2003, interim financial statements by May 29, 2003. This cease trade order was
revoked on June 12, 2003);

(c) made any declaration of bankruptcy, voluntary assignment in bankruptcy or proposal under
bankruptcy or insolvency legislation or been subject to any proceedings, arrangement or compromise with
creditors or appointment of a receiver, receiver-manager or trustee to hold assets; or

(d) been a director, senior officer or control person of any issuer that has made any declaration of
bankruptcy, voluntary assignment in bankruptcy, proposal under bankruptcy or insolvency legislation, or
been subject to any proceedings, arrangement or compromise with creditors or appointment of a receiver,
receiver-manager or trustee to hold assets while the director, officer or control person was a director,
officer or control person of such issuer.
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3.4 Loans
The Corporation does not have any loans to or from the directors or Manager.
ITEM4 CAPITAL STRUCTURE

4.1 Share Capital

Number Number
Price Per Number outstanding | outstanding after
Number authorized Securit outstanding as at | after minimum maximum
Description of Security to be issued y June 30, 2010 offering offering
Common Shares 10,000,000 $ 9.255 428,238 428,238 428,238
Preferred Shares 10,000,000 $10.00 434,471 434,471 934,471

4.2 Long Term Debt
The Corporation has no long term debt.
4.3 Prior Sales

The following table sets out information with respect to any other Preferred shares which have been issued by the
Corporation within the last 12 months:

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

January 1 - Preferred Shares

December 31, without per value 107,030 $10.00 $1,070,300

2009

January 1 — June Preferred Shares

30, 2010 without per value 33,563 $10.00 $335,630

ITEM5 SECURITIES OFFERED

5.1 Terms of Securities
Voting Rights

At all meetings of shareholders of the Corporation, the holders of the Common Shares are entitled to one vote in
respect of each Common Share held. The holders of Preferred Shares are not entitled to vote at any meetings of
the holders of the Corporation except for separate class meetings of the holders of Preferred Shares. If however,
the Corporation fails to earn profits available for the payment of dividends for a period of five consecutive fiscal
quarters, then from 90 days after the fiscal year end in which such failure occurs, the holders of the Preferred
Shares will have the same voting rights for each Preferred Share as the holders of the Common Shares, shall be
entitled to the same notice of shareholders’ meetings and shall be entitled to attend and to vote at all meetings of
the shareholders.
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Dividend Entitlement

Other than in the event of a Liquidation, Dissolution or Wind up of the Corporation, the holders of the Common
Shares and the Preferred Shares are entitled to receive at the same amount per share, whether Preferred or
Common according to the amount paid up thereon quarterly as declared by the directors of the Corporation, all of
the profits of the Corporation available for the payment of dividends.

Retraction and Redemption Rights

The special rights and restrictions attached to the Preferred Shares provide that the Corporation may redeem all or
any part of the Preferred Shares outstanding either by invitation for tenders addressed to all the holders of record
of the Preferred Shares outstanding or by private contract at the lowest price at which the Directors feel the
Preferred Shares are obtainable.

A holder of Preferred Shares may, by giving written notice to the Corporation, at its registered office, request that
the Corporation redeem the whole or any part of the Preferred Shares held by such holder. The notice period is
six (6) months and the Corporation is, unless it would be contrary to law to do so, required to redeem the
Preferred Shares specified in the notice of the last day of the first fiscal quarter ending after the six month notice
period has elapsed. The redemption price for each Preferred share will be the amount paid up thereon plus any
declared but unpaid dividends to which the holder is entitled.

Conversion Privilege for Preferred Shares

The holders of Preferred Shares are entitled to convert them into Common Shares on a one for one basis. Any
Preferred Shares so converted will be returned to the Corporation’s treasury for cancellation and the authorized
and issued capital reduced accordingly. The right of conversion is exercisable on 30 days written notice to the
Corporation.

Entitlement on Liquidation, Dissolution of Winding Up

In the event of a reduction or redemption of the capital stock or liquidation, dissolution or winding-up of the
Corporation or other distribution or property or assets of the Corporation among its shareholders for the purpose
of winding-up its affairs:

@) the holders of the Preferred Shares shall be entitled to receive ratably an amount equal to the
aggregate amount paid up on the shares held by them respectively. After the holders of the Preferred
Shares have received the aggregate amount paid up on the shares held by them respectively, the holders of
the Common Shares shall be entitled to receive an amount equal to the aggregate amount paid up on the
shares held by them respectively.

(b) After the Corporation has made the distribution contemplated by paragraph (a), the holders of the
Preferred Shares and the Common Shares shall be entitled to receive a share of the remaining amount
available for distribution. The aggregate amount distributable to all holders of such classes of shares shall
be determined by multiplying the amount remaining to be distributed by a fraction the numerator of which
is the amount paid up on issued shares of the particular class and the denominator of which is the amount
paid upon the issued shares of both classes prior to the distribution pursuant to paragraph (a);

(©) Any amount to be distributed to holders of any class of shares pursuant to paragraphs (a) and (b)
shall be distributed pari passu among all holders of shares of that class.
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Dividend Policy

The Corporation distributes as dividends, within 90 days of its fiscal year-end, all of its net income and all of its
net realized capital gains, if any, to the holders of the Common Shares and the Preferred Shares. Dividends are
declared and paid quarterly in such amounts as may be determined by the Directors. With respect to the first three
quarters of the fiscal year, dividends will normally be paid within 45 days of the end of the quarter to which the
dividend relates. The year end dividend is normally paid within 15 days after completion of the annual audit.
The Corporation has paid dividends in the last five completed fiscal years as follows:

Fiscal Period Per Share Yield Total

2009 $ .87 8.68% $714,761
2008 $ .99 9.90% $754,203
2007 $ .95 9.66% $703,300
2006 $ .88 9.10% $643,240
2005 $ .80 8.00% $604,024

It is the Corporation’s policy to pay all dividends in cash or in additional Preferred Shares, at the election of each
shareholder. Dividends payable on the Preferred Shares, if paid in Preferred Shares, will be paid in Preferred
Shares. Preferred Shares issued as dividends on Preferred Shares will be issued at $10.00 per Preferred Share.
No fractional Preferred Shares will be issued but any balance will be paid in cash. Shareholders acquiring
Preferred Shares of the Corporation may advise the Corporation as to whether they wish to have their dividends
paid in cash or in additional Preferred Shares. If no such notice is given by a shareholder, dividends payable to
that shareholder will be paid in additional Preferred Shares.

The by-laws of the Corporation provide that the directors of the Corporation may, in their discretion, elect to pay
dividends in cash, in Preferred Shares or partly in cash and partly in Preferred Shares; however, this power is
available for the sole purpose of allowing the Directors to fulfil the dividend requirements of each shareholder.

In January 1997, the Corporation established a dividend re-investment plan (“DRIP”) under which holders of
Preferred Shares may direct that dividends received in cash will be used to purchase additional Preferred Shares at
$10.00 per share. The DRIP is completely voluntary and shareholders may elect to participate therein at any time
and may withdraw therefrom at any time.

Constraints on Transferability

Paragraph 130.1 (6) (d) of the Tax Act stipulates that a mortgage investment corporation may not have fewer than
20 shareholders and no one shareholder may be a Specified Shareholder, as such term is defined in the Tax Act,
of the Corporation. A Specified Shareholder is one who directly or indirectly holds more than 25% of the issued
shares of any class of the capital stock of the Corporation. For the purposes of determining the number of
shareholders of a mortgage investment corporation, a trust governed by a registered pension plan or a deferred
profit sharing plan is counted as four shareholders for purposes of determining the number of shareholders, and
one shareholder for purposes of determining if a shareholder is a Specified Shareholder. A trust governed by an
RRSP is counted as one shareholder for both such purposes. The directors of the Corporation are empowered to
refuse a registration of an allotment or transfer of shares of the Corporation which would cause the Corporation to
cease to qualify as a mortgage investment corporation as defined in the Tax Act. The directors of the Corporation
may make reasonable regulations from time to time with regard to the furnishing of statutory declarations or
providing of such evidence as may be required to establish compliance with this restriction.
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5.2 Subscription Procedure

The Corporation is offering (the “Offering”) to residents of British Columbia and Alberta up to 500,000 Preferred
Shares at $10.00 per Preferred Share (the “Subscription Price”). The Offering is made on a continuous and best
efforts basis by the Corporation and by registered dealers and financial planners (“Dealers”) commencing on
March 1, 2010 and ending on June 30, 2010, unless extended by the Corporation (the “Offering Period”). One or
more closings will occur (each a “Closing”) during the Offering Period on a date or dates established by the
Corporation.  All subscriptions received are subject to rejection or acceptance in whole or in part by the
Corporation and the right is reserved to close the Offering at any time without notice. The Corporation is not
obligated to accept any subscriptions. Subscriptions which are rejected will be returned without interest or
deductions.

Persons wishing to subscribe for Preferred Shares must purchase a minimum of $5,000.00, or 500 Preferred
Shares, and deliver to the Corporation an executed Subscription Agreement in the form accompanying this
Offering Memorandum, together with immediately available funds in the form of a bank draft or like instrument
or certified cheque payable to the Corporation in the aggregate amount of the Subscription Price multiplied by the
number of Preferred Shares subscribed for. The Corporation is under no obligation to accept any subscription and
may decline any subscription without giving any reason. If the Corporation rejects any subscription, the relevant
Subscription Agreement will be returned forthwith to the subscriber together with the payment received by the
Corporation in respect of the relevant subscription without deduction or interest. The Corporation may close the
subscription books for this Offering at any time without notice whether or not the maximum issue offered
hereunder, has been subscribed for.

No interest will be payable to a subscriber for monies received pursuant to this Offering. All subscription
proceeds received by the Corporation will be held in trust for you until midnight on the second business day after
your subscription is received. During this period, you may cancel your subscription for any reason. If required,
certificates can be made available for delivery within ten (10) days after a Closing.

This Offering is not subject to any minimum aggregate subscription level and therefore, any funds received from
a subscriber are available to the Corporation and need not be refunded to the subscriber.

ITEM6 INCOME TAXCONSEQUENCES AND RRSP ELIGIBILITY
6.1 Consult your own Professional Advisors

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

6.2 Summary of Income Tax Consequences

In the opinion of the Manager the following is a summary of the principal Canadian federal income tax
consequences of acquiring, holding and disposing of the Preferred Shares by a subscriber who, at all relevant
times, is a resident of Canada, deals at arm’s length, and is not affiliated, with the Corporation, and who acquires
and holds the Preferred Shares as capital property, all within the meaning of the Tax Act (a “holder”). Generally,
the Preferred Shares will be considered capital property to a holder provided such holder does not hold the
Preferred Shares in the course of carrying on business and has not acquired them in one or more transactions
considered to be an adventure in the nature of trade. Holders who may not hold the Preferred Shares as capital
property can elect, in certain circumstances, to have such property treated as capital property by making the
irrevocable election permitted by subsection 39(4) of the Tax Act. This summary is not applicable to any holder
of Preferred Shares which is a “financial institution”, as defined in section 142.2 of the Tax Act or to any holder
of Preferred Shares an interest in which is a “tax Shelter investment” for the purposes of the Tax Act.
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This summary is based upon the facts set out in this Offering Memorandum, the current provisions of the Tax Act
and the regulations thereunder, and any specific proposals (the “Tax Proposal”) to amend the Tax Act and the
regulations thereunder publicly announced by or on behalf of the Minister of Finance (Canada) prior to the date
hereof and the current published administrative practices of the Canada Revenue Agency (“CRA”). This
summary assumes that any Tax Proposal will be enacted as currently proposed but does not take into account or
anticipate any other changes in law whether by legislative, governmental or judicial action and does not take into
account tax legislation or considerations of any province, territory or foreign jurisdiction.

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

This summary is based on the assumption that the Corporation meets certain conditions which are imposed by the
Tax Act to qualify as a “mortgage investment corporation” (“MIC”). These conditions will generally be satisfied
if, throughout a taxation year of the Corporation, or, in the Corporation’s first taxation year, at the end of such
taxation year:

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

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

(c) no debts were owing to the Corporation by non-residents of Canada, except any such debts that were
secured on real property situated in Canada;

(d) the Corporation did not own shares of capital stock of corporations not resident in Canada;
(e) the Corporation did not hold real property situated outside of Canada;
()] no debts were owing to the Corporation that were secured on real property situated outside of Canada;

(9) the cost amount of the Corporation’s property consist of mortgages on “houses” or on property included
within a “housing project” (as those terms are defined in section 2 of the National Housing Act (Canada), deposits
with a bank or other corporations whose deposits are insured by the Canada Deposit Insurance Corporation or a
credit union, together with cash on hand (collectively, the “Qualifying Property”), was at least 50% of the cost
amount to it of all of its property;

(h) the cost amount of real property (including leasehold interests therein but excluding real property
acquired as a consequence of foreclosure or defaults on a mortgage held by the Corporation) owned by the
Corporation did not exceed 25% of the cost amount to it of all of its property;

Q) the Corporation had 20 or more shareholders and no person would have been a specified shareholder (as
such term is described in subsection 130.1(6) of the Tax Act) of the Corporation;

() holders of any Preferred Shares have a right, after payment of their dividends, and payment of dividends

in a like amount per share to the holders of Common Shares, to participate pari passu with the holders of Common
Shares in any further payment of dividends; and
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(K) where at any time in the year (or at the end of the year, as the case may be) the cost amount to it of its
Qualifying Property was less than 2/3 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,
or, where throughout the taxation year (or at the end of the year, as the case may be) the cost amount to it of its
Qualifying Property equalled or exceeded 2/3 of the cost amount of all of its property, the Corporation’s liability
did not exceed five times the amount by which the cost amount to it of all of its property exceeded its liabilities.

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

Taxation of the Corporation

The Corporation will, in computing its income, generally be entitled to deduct the full amount of all taxable
dividends (other than capital gains dividends) which it pays during the year or within 90 days after the end of the
year to the extent that such dividends were not deductible by the Corporation in computing its income for the
preceding year. In addition, the Corporation may generally declare a capital gains dividend in an amount equal to
the gross amount of its capital gains and is entitled to deduct, in computing its income for the year, one-half (1/2)
of its capital gains dividend paid during the period commencing 91 days after the commencement of the year and
ending 90 days after the end of the year. The Corporation intends to pay taxable dividends and capital gains
dividends (if any) each year in sufficient amounts to reduce its taxable income to nil.

Taxation of Shareholders

Taxable dividends (other than capital gains dividends) which are paid by the Corporation on the Preferred Shares
will be included in the holder’s income as interest. The normal gross-up and dividend tax credit rules will not
apply to dividends paid by the Corporation to an individual and holders that are corporations will not be entitled
to deduct the amount of dividends paid by the Corporation from their taxable income. Capital gains dividends
will be treated as a capital gain realized by the holder and will be subject to the general rules relating to the
taxation of capital gains described in more detail below.

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

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

One-half (1/2) of any capital gain realized by a Shareholder (including capital gains deemed to be realized as a
result of a receipt of a capital gains dividend) will be included in the holder’s income under the Tax Act as a
taxable gain. Subject to certain specific rules contained in the Tax Act, one-half (1/2) of any capital loss realized
in a taxation year may be deducted against any taxable capital gains realized by the holder in the year of
disposition. The excess of capital losses over capital gains in the year of disposition may generally be deducted
against capital gains in the three preceding taxation years or in any subsequent taxation year, subject to the more
specific rules contained in the Tax Act.
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Taxable capital gains realized by a holder that is an individual, including certain trusts, may give rise to
alternative minimum tax depending upon the holder’s circumstances.

A holder that is a “Canadian-controlled private corporation” (as defined in the Tax Act) may be liable to pay an
additional refundable tax of 6 2/3% on certain investment income, including amounts in respect of interest and
taxable capital gains. The 6 2/3% tax is to be added to such corporation’s refundable dividend tax on hand
account and will be eligible for refund at a rate of $1.00 for every $3.00 of taxable dividends paid by the
corporation.

Eligibility for Investment by Deferred Income Plans

MacKay LLP, Chartered Accountants, confirms that the Preferred Shares will be qualified investments for trusts
governed by registered retirement savings plans, registered education savings plans, deferred profit sharing plans
or registered retirement income funds (collectively, “Deferred Income Plans™) at a particular time if the
Corporation qualifies as a MIC under the Tax Act and if throughout the calendar year in which the particular time
occurs, the Corporation does not hold as part of its property any indebtedness, whether by way of mortgage or
otherwise, of a person who is an annuitant, a beneficiary, an employer or a subscriber, under the relevant Deferred
Income Plan or any other person who does not deal at arm’s length with that person. Deferred Income Plans will
generally not be liable for tax in respect of any dividends received from the Corporation or on any capital gain
realized on the disposition of the Preferred Shares or with respect to capital gains dividends.

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

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

ITEM7 COMPENSATIONPAID TO SELLERS AND FINDERS

An annual service (trailer) fee in the amount of 100 basis points per Preferred Share will be paid in quarterly
instalments to the subscriber’s Dealer by the Manager. This would amount to $12,500.00 per quarter if the
Maximum Offering is completed. The Manager reserves the right to discontinue payment or to adjust the terms
and amount of the trailer fee from time to time.

The trailer fee will be paid only for as long as the subscriber is a shareholder and will be terminated once the
Corporation has received notice of redemption by the subscriber.

Further, the trailer fee will only be paid on the original subscription and any increase in further share purchases,
pro-rata for the calendar year.

If you acquire Preferred Shares through a registered dealer or sales agent or your financial advisor, then you will
be responsible for any additional commissions or fees that may be negotiated between you and the dealer, agent or
advisor.

Offering costs of approximately $20,000 will be paid for by the Corporation.
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ITEM8 RISKFACTORS

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

Status as Mortgage Investment Corporation

The ability to maintain the status of the Corporation as a mortgage investment corporation under the Tax Act is to
some extent dependent on factors beyond the control of the Corporation. If, for any reason, the Corporation fails
to maintain its qualification as a mortgage investment corporation, dividends paid by the Corporation on its issued
Preferred Shares will cease to be deductible from the income of the Corporation, and will be taxed in the hands of
shareholders. See Item 6.

Liquidity

The assets of the Corporation are invested in mortgages. A holder of Preferred Shares requesting a redemption of
all or part of those Preferred Shares must give at least six months prior notice in writing in order to redeem
Preferred Shares. There can be no assurance that, at the time that the redemption price for those Preferred Shares
must be paid, the Corporation will have sufficient cash on hand to pay the redemption price.

Risk Tolerance

An investment in the Preferred Shares should be made only by investors who are able to bear the risk of the loss
of some of their investment and who have no need for immediate liquidity.

No CDIC Insurance

The Corporation is not a member institution of the Canada Deposit Insurance Corporation and the Preferred
Shares offered pursuant to this Offering Memorandum are not insured against loss through the Canada Deposit
Insurance Corporation.

No Guarantee of Positive Returns

There is no guarantee that an investment in Preferred Shares will earn any positive return in the short or long
term.

Reliance on the Manager

The ability of the Corporation to achieve income is dependent in part upon the Manager being able to identify and
assemble an adequate supply of mortgages and to issue from time to time debt obligations of the Corporation.
There can be no assurance that this will be accomplished. The success of the Corporation is also dependent upon
the experience and good faith of the Manager.

The Manager is entitled to act in a similar capacity for other companies with investment policies similar to that of
the Corporation. The ability of the Manager to provide the Corporation with an adequate ongoing supply of
investments may be affected. However, the Manager is contractually obligated pursuant to the terms of the
Management Agreement to manage the affairs of the Corporation in a prudent fashion. If the Manager fails to do
s0, and such failure results in profits being unavailable for the payment of dividends for any two consecutive
years at a rate greater than or equal to a Minimum Acceptable Rate, the Corporation is allowed to terminate the
Management Agreement upon the unanimous vote of the Independent Directors. See Item 3.
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Dependence on Economic Conditions

The profitability of the Corporation will be dependent on both general and local economic conditions and will be
affected by fluctuations in the rate of economic growth, the rate of expansion of housing markets in the target
areas and migration levels. To date the Corporation has concentrated its lending activities (and therefore its risk)
in the Greater Vancouver and Victoria housing markets, however, the Corporation may act as a mortgage lender
in other areas of Canada.

There are significant risks inherent in mortgage lending over which neither the Corporation nor the Manager has
any control. These risks include fluctuations in interest rates, the general state of the economy, concentration of
mortgages on properties which are in one geographic location and the possibility of a decline in real estate values
to the extent that the value of the properties securing the Corporation’s mortgages fall below the principal, interest
and other amounts owing to the Corporation thereon. Unfavourable economic conditions may lead to a higher
than expected incidence of failure of mortgagors to service their mortgages, thus increasing the risk of foreclosure
and the possibility of loan losses.

Conflict of Interests

There are potential conflicts of interest to which the directors and officers of the Corporation may be subject in
connection with the operations of the Corporation. These conflicts arise primarily out of the contractual
relationships among the Corporation and the Manager. Certain of the directors and officers of the Corporation
and the Manager are engaged in the mortgage lending business on their own behalf and on behalf of other
corporations, and as a result, situations may arise where such corporations will be in competition with the
Corporation. These conflicts, if any, will be subject to the procedures and remedies under the CBCA and the
common law.

Limited Voting Rights

The holders of Preferred Shares have limited voting rights only. They are not entitled to vote at annual general
meetings of the shareholders of the Corporation and therefore have no say in the election of directors. Holders of
Preferred Shares are only entitled to vote at separate class meetings of the holders of Preferred Shares as required
by the CBCA. Further, if the Corporation fails to earn profits available for the payment of dividends for a period
of five consecutive fiscal quarters, then, from 90 days after the fiscal year end in which such failure occurred, the
holders of the Preferred Shares will have the same voting rights for each share as the holders of the Common
Shares.

Competition and Lending Risks

The Corporation competes with mortgage lenders, including banks, trust companies, credit unions and the like,
who provide traditional mortgage lending services to the public. The Corporation is a “niche” lender, servicing
borrowers who may be unable to meet the income and other requirements imposed upon them by traditional
lenders. Thus, the number of loans the Corporation is able to make is restricted, and the risks inherent in those
loans is greater than those faced by traditional lenders.
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ITEM9 REPORTING OBLIGATIONS

The Corporation is subject to continuous reporting and disclosure obligations as a reporting issuer in British
Columbia and Alberta.

Annual audited financial statements will be provided to shareholders, which will be prepared in accordance with
generally accepted Canadian accounting principles, consistently applied. These financial statements will include a
balance sheet, statement of income and statement of cash flows.

Quarterly unaudited financial statements will be provided to shareholders, which will also be prepared in
accordance with generally accepted Canadian accounting principles, consistently applied. These quarterly
financial statements will also contain a balance sheet and statement of income and expenses.

The Corporation will make prompt notification of material changes by way of press releases and formal filings.
Corporate information about the Corporation can be obtained by contacting Industry Canada Communications and
Marketing Branch, Attention: Enquiry Services, 2nd Floor, West Tower, 235 Queens Street, Ottawa, Ontario,
K1A OH5 (www.ic.gc.ca).

Other pertinent information is available on SEDAR.
ITEM 10 RESALE RESTRICTIONS
10.1  General Statement

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

10.2  Restricted Period

Unless permitted under securities legislation, Subscribers cannot trade the securities before the date that is four (4)
months and a day after the distribution date. In addition, the Corporation requires six (6) months written notice in
order for shareholders to redeem all or part of their shareholdings.

ITEM 11 PURCHASERS’ RIGHTS

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

1. Two Day Cancellation Right - You can cancel your agreement to purchase these securities. To do so,
you must send a notice to us by midnight on the 2nd business day after you sign the agreement to buy the
securities.

2. Statutory Rights of Action in the Event of a Misrepresentation for Purchasers Resident in British
Columbia. If you are resident in British Columbia and there is a misrepresentation in the Offering
Memorandum, you will have a statutory right to sue:

a. Mandate National Mortgage Corporation to cancel your Agreement to buy these securities, or

b. for damages against Mandate National Mortgage Corporation and every director of the
Corporation at the date of this offering memorandum and every person against whom the
rights are available.
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The following summary of such statutory rights is subject to the express provisions of the applicable
securities laws, regulations and rules, and reference is made thereto for the complete text of such
provisions. Such provisions may contain limitations and defences on which the Issuer and other
applicable parties may rely.

The Securities Act (British Columbia) (the “B.C. Act”) provides purchasers resident in the Province (each
a “B.C. Purchaser) with, in addition to any other right they may have at law, rights of rescission or
damages, or both, where an offering memorandum, together with any amendments thereto, contains a
misrepresentation. Where used herein, “misrepresentation” means (i) an untrue statement of a material
fact that significantly affects, or would reasonably be expected to have a significant effect, on the market
price or the value of the Preferred Shares (a “material fact”), or (ii) an omission to state a material fact
that is required to be stated or that is necessary to make a statement not misleading in the light of the
circumstances in which it was made.

These remedies, or notice with respect thereto, must be exercised or delivered, as the case may be, by the
purchaser within the time limits prescribed by the applicable securities legislation.

In particular, section 132.1 of the B.C. Act provides that if this Offering Memorandum, together with any
amendments hereto, contains a misrepresentation, and it was a misrepresentation at the time of purchase
of the Preferred Shares, a B.C. Purchaser to whom this Offering Memorandum was delivered and who
purchases Preferred Shares offered hereunder shall be deemed to have relied on the misrepresentation and
has, subject as hereunder provided, a right of action against the Corporation, every director of the
Corporation at the date of the Offering Memorandum and every person who signed the Offering
Memorandum for damages, and a right of rescission against the Company, provided that if the purchaser
elects to exercise a right of rescission against the Company, the purchaser has no right of action for
damages against the Company, and provided that:

@) an action to enforce such right or rights must not be commenced (i) in the case of an action for
rescission, more than 180 days after the date of the transaction that gave rise to the cause of the
action; or, (ii) in the case of an action other than for rescission, more than the earlier of:

(i) 180 days after the purchaser first had knowledge of the facts giving rise to the cause of action,
or,
(ii) 3 years after the date of the transaction that gave rise to the cause of the action.

(b) No person will be liable if it proves that the B.C. Purchaser had knowledge of the
misrepresentation;

(c) In the case of an action for damages, no person will be liable for all or any parts of the damages
that it proves does not represent the depreciation in value of the Shares resulting from the
misrepresentation; and

(d) In no case will the amount recoverable in any action exceed the price at which the Shares were
offered under the Offering Memorandum.
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Statutory Right of Action in the Event of a Misrepresentation for Purchasers Resident in Alberta.
Pursuant to Alberta securities laws, each purchaser in Alberta who purchase the Preferred Shares is
entitled to the rights of action provided by section 204 of the Securities Act (Alberta). Accordingly, if this
offering memorandum contains a misrepresentation, a purchaser who purchases the Preferred Shares is
deemed to have relied on the representation, if it was a misrepresentation at the time of purchase, and has
a right of action:

€)) for damages against

i) the Corporation,

i) every director of the Corporation (including any person acting in a capacity similar to that
of a director of a company),

iii) every person or company who signed the offering memorandum, and

(b) for rescission against the Corporation

If the purchaser elects to exercise a right of rescission against the Corporation, the purchaser has no right
of action for damages against a person or company referred to above in paragraph (a) of this section.

Such rights of action must be exercised by an Alberta purchaser entitled thereto, within prescribed time
limits. Section 211 of the Securities Act (Alberta) states that unless otherwise provided in the Securities
Act (Alberta), no action may be commenced to enforce a right more than,

@) in the case of an action for rescission, 180 days from the day of the transaction that gave rise to
the cause of action, or

(b) in the case of any action, other than an action for rescission, the earlier of
i) 180 days from the day that the plaintiff first had knowledge of the facts giving rise to the
cause of action, or
i) 3 years from the day of the transaction that gave rise to the action.

The amount recoverable under the aforementioned right of action for damages shall not exceed the price
at which the securities were offered under this offering memorandum. There are various defenses
available to the person and companies you have a right to sue.

The foregoing is a summary only and is qualified by the provisions of the Securities Act (Alberta) and the

regulations and rules thereunder and reference is made thereto for the complete provisions. Purchasers in
Alberta should refer to those provisions for the particulars of the rights and consult with a legal advisor.
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ITEM 12 FINANCIAL STATEMENTS

See Appendix B

ITEM 13 DATE AND CERTIFICATE

Dated August 9, 2010.

This Offering Memorandum does not contain a misrepresentation.

MANDATE NATIONAL MORTGAGE CORPORATION

“Alan E.R. Long” “Doug Wark”
(signed) Alan E.R. Long (signed) Doug Wark
President and Chief Executive Officer Director

“Peter Chappell” “John R. LaVan”
(signed) Peter Chappell, C.A. (signed) John R. LaVan
Director: Acting Chief Financial Officer Director
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APPENDIX A

GLOSSARY

The following is a glossary of terms and abbreviations used frequently throughout this Offering Memorandum. In this
Offering Memorandum, unless the subject matter or context is inconsistent therewith:

CBCA means the Canada Business Corporations Act.

Closing(s) means the date(s) that the Preferred Shares are issued to purchasers.

Common Shares means the voting common shares without par value in the capital stock of the Corporation.
Corporation means Mandate National Mortgage Corporation.

Deferred Income Plans means trusts governed by registered retirement savings plans, registered education savings plans,
deferred profit sharing plans or registered retirement income funds.

Independent Directors means directors of the Corporation who are not directors, officers or shareholders of the Manager
or the Corporation.

Management Agreement means the Management Agreement dated for reference March 1, 2007 between the Corporation
and Mandate Management Corporation.

Manager means Mandate Management Corporation.

Minimum Acceptable Rate means the Royal Bank of Canada prime lending rate plus 2.0% per annum as determined
from time to time.

Non-Resident includes a person who is ordinarily resident other than in Canada or the United States or a corporation
incorporated or formed elsewhere than in Canada or a trust established by such person or corporation in which such
persons or corporations have more than a 50% beneficial interest.

Offering means the offering pursuant to the Offering Memorandum of up to 500,000 Preferred Shares at $10.00 per
Preferred Share.

Offering Memorandum means this Offering Memorandum dated August 9, 2010.

Preferred Shares means the Preferred Shares of the Corporation, which are both retractable and redeemable.
Securities Legislation means Canadian securities legislation and policy applicable to the Offering;

SEDAR means the System for Electronic Document Analysis and Retrieval.

Share Capital means the aggregate dollar value paid by shareholders of the Corporation as consideration for all of the
issued and outstanding shares of the Corporation including the Common Shares and the Preferred Shares as at the end of
the fiscal year of the Corporation preceding the date upon which such calculation is made.

Specified Shareholder means a holder of more than 25% of the issued shares of any class of a mortgage investment
corporation.

Subscription Agreement means the agreement entered into between the Corporation and a purchaser of the Preferred
Shares offered hereby, a copy of which accompanies this Offering Memorandum.

Tax Act means the Income Tax Act (Canada).
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MANDATE NATIONAL MORTGAGE CORPORATION
FINANCIAL STATEMENTS
June 30, 2010
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UNAUDITED - PREPARED BY MANAGEMENT



MANDATE NATIONAL MORTGAGE CORPORATION

ASSETS
Current

Cash

Mortgages receivable
Interest receivable
Accounts receivable
Prepaid expenses

Asset Held for Sale
Long term receivable

Goodwill and other intangibles

LIABILITIES
Current

Accounts payable
Deposits payable
Dividends payable
Deferred revenue

Liability to Shareholders

Preferred shares
Subscriptions received

SHAREHOLDERS' EQUITY
Common shares

Retained earnings
Total Shareholders' equity

TOTAL LIABILITIES AND EQUITY

BALANCE SHEETS
June 30,
2010

$ 2,238,879
4,959,361

86,763
29,396
5,283

$ 7,319,682
1,198,435
213,539
103,053

$__8834.709

$ 40,290

66,710
129,410
22,397

$__ 258807

$ 4,345,214
266,670

$__ 4,611,884

$ 3,964,018

$__ 3964018

$__ 8834700

December 31, June 30,
2009 2009
1,135,615 $ 894,478
5,979,460 6,838,581

122,850 63,276
115,839 255,680
13,208 5,283
7,366,972 % 8,057,298
1,010,220 158,760
197,933 121,815
103,053 103,053
8,678,178 $ 8,440,926
77,993 $ 54,397
70,906 75,813
198,769 186,919
27,922 22,021
375,590 $ 339,150
4,009,574 $ 3,579,334
175,760 230,000
4,185,334 $ 3,809,334
4,117,254 $ 4,292,442
0 0
4,117,254 $ 4,292,442
8,678,178 $ 8,440,926

UNAUDITED - PREPARED BY MANAGEMENT



MANDATE NATIONAL MORTGAGE CORPORATION
STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

COMMON SHARES

Balance, beginning of period
Issuances / (Redemptions)

Balance, end of period
RETAINED EARNINGS
Balance, beginning of period
Net earnings

Dividends - common shares

Balance, end of period

TOTAL EQUITY

For the three months

For the six months

ended June 30, ended June 30,
2010 2009 2010 2009
3,942,723 $ 4,271,498 4,117,254 $ 4,476,283
21,385 20,944 -153,146 -183,841
3,964,108 $ 4,292,442 3,964,108 $ 4,292,442
0 $ 0 0 $ 0
63,217 104,641 154,108 208,574
-63,217 -104,641 -154,108 -208,574
0 $ 0 0 $ 0
3,964,108 $ 4,292,442 3,964,108 $ 4,292,442

UNAUDITED - PREPARED BY MANAGEMENT



MANDATE NATIONAL MORTGAGE CORPORATION

STATEMENTS OF EARNINGS

For the 6 Months Ending June 30, 2010 and June 30, 2009

REVENUE

Mortgage interest income $
Investment interest income

Fee income

Other income

TOTAL REVENUE $
EXPENSES

Accounting $
Advertising

Bad debts

Bank charges
Commission/trailer fees
Directors' fees
Fundserve

Insurance

Legal

Listing and filing fees
Management fees
Office expense
Transfer agent fees

TOTAL EXPENSES $

TOTAL INCOME $
Dividends - preferred shares

NET EARNINGS $

EARNINGS PER SHARE $

UNAUDITED - PREPARED BY MANAGEMENT

For the three months ending,

For the six months ending,

June 30, June 30, June 30, June 30,
2010 2009 2010 2009
121,129 $ 183,716 $ 321,153 357,369
1,776 550 2,286 2,654
21,581 37,362 40,589 86,148
9,549 6,800 14,361 17,665
154,035 $ 228,428 $ 378,389 463,836
10,865 $ 9240 $ 23,280 19,713
367 368 367 7,484
-2,655 1,202 -3,247 4,421
2,194 2,165 4512 4,382
1,787 1,935 3,762 3,950
1,800 2,300 3,750 4,450
0 0 0 2,100
3,963 17,600 7,333 23,450
0 -61 0 4,326

0 178 2,822 4,362

0 0 15,000 6,000
1,958 1,812 2,705 2,160
4,346 4770 8,295 8,767
24625 $ 41509 $ 68,579 95,565
129,410 $ 186,919 $ 309,810 368,271
66,193 82,278 155,702 159,697
63,217 $ 104,641 $ 154,108 208,574
015 $ 023 $ 0.36 0.46



Mandate National Mortgage Corporation

Notes to the Financial Statements

June 30, 2010

1.

Financial Statement Presentation

These unaudited consolidated financial statements have been prepared in accordance with

Canadian generally accepted accounting principles on a basis consistent with those followed in the most
recent audited financial statements. These unaudited consolidated financial statements do not include all
the information and footnotes required by generally accepted accounting principles for annual financial
statements. Therefore readers are advised to refer to the company's annual audited financial statements
for the year ended December 31, 2009 for additional information.

2,

Mortgages Receivable

Mortgages receivable are disclosed net of an allowance for mortgage losses in the following
amounts:

June 30, Dec. 31, June 30,

2010 2009 2009
Mortgages $5,047,513 $6,105,008 $6,971,700
Less: allowance for mortgage
losses — general 88,152 125,548 133,119

$4,959,36135,979,460 $6,838,581

The majority of the mortgages receivable have floating interest rates above a set minimum and
mature within 12 months. Credit risk is inherent in this industry, however, the Corporation carefully
monitors the loan portfolio to ensure credit risk and concentrations of risk are minimized. The
Corporation’s Credit Committee must unanimously approve each loan prior to funding.

Deferred Charges

June 30, Dec. 31, June 30,
2010 2009 2009
Goodwill $ 103,053 $ 103,053 $ 103,053

Professional fees

$ 103,053 $103,053 $ 103,053




Mandate National Mortgage Corporation

Notes to the Financial Statements

June 30, 2010
4. Shares
Authorized:

10,000,000 non-redeemable common shares without par value
10,000,000 class ‘A’ non-voting retractable redeemable preferred shares without par value

Common Preferred
Number Amount Number Amount
Issued:
June 30, 2010 428,238 $ 3,964,018 434,471 $ 4,345,214
December 31, 2009 444795  $ 4,117,254 400,908 $ 4,009,574
June 30, 2009 463,724  $ 4,292,442 357,883 $ 3,579,334

Dividends are payable on a quarterly basis based on net income proportionately on the
outstanding number of shares of each class. The dividend reinvestment rate for preferred shares
and common shares is $10.00 and $9.255 respectively per share.

During the six months ending June 30, 2010, 4,611 common shares and 4,508 preferred shares
were issued as a result of reinvested dividends. 21,168 common shares and 3,502 preferred
shares were redeemed for $195,910 and $35,020 respectively. During the quarter $266,670 of
subscriptions were received for 26,667 preferred shares issued subsequent to quarter end. The
preferred shares are redeemable at $10 per share on six months written notice.

As at December 21, 1999, the articles of incorporation were amended to include redemption rights
on common shares. Redemptions at $9.255 per common share, on six months written notice, are
restricted to 10% per year of the stated capital of the common shares as set out in the financial
statements for the most recently completed fiscal year. As at June 30, 2010 there are 83,502
common shares that have been requested for redemption by shareholders.

5. Related Party Transactions

(a) Administration agreement

Mandate Management Corporation, a company with common directors, manages the day-to-
day operations of the Corporation and administers the mortgage portfolio in exchange for an
annual fee provided that shareholders receive a minimum annual return on their investment of
the Prime Rate plus 2% per annum. The annual management fee will equal 2.0% of the
mortgages assefs receivable and cash, at fiscal year end, up to $25,000,000 and 1.5% of the
balance in respect to that year and pay quarterly installments.

(b) Directors fees

During the six months ending June 30, 2010, directors received remuneration totaling
$3,750.00 in their capacity as directors of the Corporation.
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CHA RTE R E D 1100 - 1177 West Hastings Street
ACCOUNTANTS Tel: 604-687-4511

" MacKay LLP

Vancouver, BC V6E 4T5

Fax: 604-687-5805
Toll Free: 1-800-351-0426
www.mackay.ca

Auditors’ Report

To the Shareholders of
Mandate National Mortgage Corporation

We have audited the balance sheets of Mandate National Mortgage Corporation as at December 31,
2009, 2008, 2007, 2008, and 2005, and the statements of income, shareholders’ equity and cash flows for
the years then ended. These financial statements have been prepared in accordance with Canadian
generally accepted accounting principles. These financial statements are the responsibility of the
Corporation’s management. Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the financial position of the
Corporation as at December 31, 2009, 2008, 2007, 2006, and 2005, and the results of its operations and

its cash flows for the years then ended in accordance with Canadian generally accepted accounting
principles.

Vancouver, Canada

January 22, 2010 Chartered Acéo tants

mackay.ca refers to the Canadian firm Mackay LLP

mackay.ca refers to the Canadian firm MacKay LLP



Mandate National Mortgage Corporation

Statements of Income

For the years ended Deceinber 31, 2005 2008 2007 2006 2005
Revenue
Interest $ 712,085 $ 722,051 $ 687,055 $ 698,041 §$ 583,396
Fee and other income (Note 7) 200,792 245 604 227,292 157,670 205,633
912,877 967,655 914,347 855,711 789,029
Expenses .
Advertising 12,631 8,024 12,951 33,665 5,248
Bank charges 10,220 10,334 10,214 9,837 9,441
Commissions 7,899 8,456 8,864 9,180 10,405
Interest - - - 307 1,397
Insurance 19,625 11,713 15,017 3,108 23,040
Legal and accounting 45,288 72,451 42,115 42,961 43,495
Listing and filing fees 4,956 . 2,670 3,403 3,722 4,842
Management fees (Note 7) 36,000 49,250 44,000 52,500 60,000
Office and miscellaneous 14,355 20,565 28,735 9,907 12,020
Provision for (recovery of) losses
(Note 2) 29,833 17,291 31,447 30,989 (2,639)
Transfer agent fees 17,309 12,697 14,300 16,295 17,756
198,116 213,451 211,046 212,471 185,005
Income before the undernoted 714,761 754,204 703,301 643,240 604,024
Dividends — preferred shares 323,224 269,622 194,819 135,661 110,765
Net and comprehensive income $ 391,537 $ 484,582 § 508482 § 507,679 § 493,259
Earnings per share (Note 1) $ 87 % .99 $ 95  § 88 $ .80

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




Mandate National Mortgage Corporation

Balance Sheets

December 31, 26085 2008 20067 2006 2005
Assets
Current
Cash $ 1135615 $ 1534716 $ 1,003,214 $ 805607 $ 414,532
Accounts and interest
receivable (Note 7) 238,689 228,388 101,436 139,628 176,152
Prepaid expenses 13,208 16,982 22,444 13,786 9,469
Mortgages receivable
{Note 2) 5,979,460 6,197,508 6,297,579 6,002,191 6,563,020
7,366,972 7,977,594 7,424,673 6,961,212 7,163,173
Asset held for sale (Note 3) 1,010,220 - - - -
Long term receivable ‘ _
(Note 4) 197,933 115,939 112,930 105,253 105,000
Goodwill and other
intangibles 103,053 103,053 103,053 103,053 103,053
$ 8,678178 $ 8,196,586 $ 7,640656 $ 7,169,518 $ 7,371,226
Liabilities
Current
Accounts payable (Note 7)  $ 77,993 $ 31,924 $ 61,736 $ 50,444 $ 53,737
Dividends payable 198,769 200,018 190,882 170,991 169,143
Deposits 70,906 72,179 65,841 66,864 85,156
Deferred income 27,922 64,518 45107 25,493 20,136
375,590 368,639 363,566 313,792 328,172
Liability to Shareholders
Preferred shares (Note 6) 4,009,574 3,036,664 2,423,229 1,604,929 1,390,636
Subscriptions received
(Note 6) 175,760 315,000 - - -
4,185,334 3,351,664 2,423,229 1,604,929 1,390,636
Chnwunl ~lodonwn? 0o tde e
L’ S W W W S W e e W e ﬁ_-a—luﬁmj
Common shares (Note 6) 4.117,254 4,476,283 4,853,861 5,250,797 5,652,418
' $ 8,678178 $ 8,196,586 $ 7640656 $ 7,169,518 $ 7,371,226

Commitments (Notes 6 and 9)

Approved on behalf of the Board of Directors
/d\,.%/(?“% Director
NI

S Director

k_/Vf\

The accompanying notes are an integral part of these financial statements




Mandate National Mortgage Corporation

Statements of Shareholders’ Equity

For the years eiided Deceimber 31, 20065 2008 2007 2006 2005
Common shares
Balance, beginning of year  $ 4,476,283 $§ 4,853,861 $ 5,250,797 $ 5,652,418 $ 6,085,607
Issuances ' 82,684 103,508 117,945 149,875 185,267
Redemptions (441,713) (481,086) (514,881) (551,496) (618,456)
Balance, end of year 4,117,254 4,476,283 4,853,861 5,250,797 5,652,418
Retained earnings
Balance, beginning of year - - - - -
Net and comprehensive 391,537 484,582 508,482 507,579 493,259
income
Dividends - common
shares (391,537) (484,582) (508,482) (507,579) (493,259)

Balance, end of year

Total Shareholders’ Equity

$ 4,117,254 $ 4,476,283 $ 4,853,861 $ 5,250,797 $ 5,652,418

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




Mandate National Mortgage Corporation

Statements of Cash Flows

For the years ended December 31, 2009 2008 20067 2006 2005
Cash provided by (used in)
Operating activities
Net income $ 391,637 $ 484582 $ 508482 $ 507,579 $ 493,259
Iltems not affecting cash
Dividends re-invested
- preferred shares 66,920 46,250 33,370 32,390 20,210
Change in non-cash »
working capital items
Accounis receivable (131,048) (126,952) 38,192 36,524 76,792
Prepaid expenses 3,774 5,462 (8,658) (4,317) 200
Deposits (1,273) 6,338 (1,023) (18,292) (7,137)
Deferred income (36,596) 19,411 19,614 5,357 (12,566)
Accounts payable 46,069 (29,812) 11,292 (3,293) 6,239
339,383 405,279 601,269 555,948 576,997
Financing activities
Shares issued for cash, net
of redemptions 149,277 85,662 270,049 (369,593) (676,652)
Dividends-common shares (310,102)  (371,501) (370,646) (355,856) (293,147)
Subscriptions received 175,760 315,000 - - -
14,935 29,161 (100,597) (725,449) (969,799)
Investing activities
Long term receivable (26,246) (3,009) (7,677) (253) (105,000)
Other asset held for sale (172,509) - - - -
Net repayments (advances)
of mortgages receivable (554,664) 100,071 (295,388) 560,829 (1,564,397)
(753,419) 97,062 (303,065) 560,576 (1,669,397)
Increase (decrease) in cash (399,101) 531,502 197,607 391,075  (2,062,199)
Cash, beginning of year 1,634,716 1,003,214 805,607 414 532 2,476,731
Casihi; end oryear $ 1,135,615 % 1,534,716 % 1,003,214 % 805,607 % 414,532
Supplemental cash flow Information:
Dividends paid $ 567,102 $ 612,154 $ 528665 $ 459,307 $ 383,702
Interest paid $ - 3 - % - $ 307 % 1,397

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




Mandate National Mortgage Corporation

Notes to the Financial Statements

December 31, 2009

1.  Significant Accounting Policies .

(a)

(d)

Basis of presentation

The Corporation is incorporated under the Canadian Business Corporation Act and its primary
business is as a Mortgage Investment Corporation (as defined in the Income Tax Act). The
following is a summary of significant accounting policies used by management in the preparation
of these financial statements.

Goodwill

Goodwill and intangible assets with an indefinite life are not amortized, but have an impairment
review performed annually to determine whether impairment has occurred and a write-down is
necessary. As a result of this review no impairment in the fair value of goodwill has been
assessed. Intangible assets with a definite life are amortized over their defined life.

Mortgages receivable

Mortgages receivable are carried at the unpaid principal amount, less allowances for mortgage
losses.

Mortgages receivable are classified as loans and receivables, and are recorded at amortized
cost. Interest on mortgage loans is recorded on the accrual basis except when a loan is
considered to be impaired. Interest income on impaired loans is recognized on a cash basis but
only after any specific provision for impairment or partial write-off has been recovered, and
provided there is no further doubt as to the collectability of the principal amount. The
Corporation classifies a mortgage loan as impaired at the earlier of when: in the opinion of
management, there is reasonable doubt as to the collectability, either in whole or in part, of
principal or interest, or when interest or principal payments are 90 days past due unless the loan
is well secured and in the process of collection, in which case, they are classified as impaired if
the payments are 180 days past due. Fees charged in connection with [oan originations and their
related transaction costs are considered an integral part of the yield earned on a loan and are
accounted for using the effective interest rate method.

Allowance for mortgage losses
The Corporation maintains an allowance for mortgage losses that reduces the carrying value of

mortgages identified as impaired to their estimated realizable amounts. Estimated realizable
amounts are determined by reference to loan collection experience, the present value of

expecied future casiy iows; ar by the estirmated niel present vaitie of ‘security “tnderiyirg e
mortgages and deducting costs of realization.

Specific allowances are established for individual mortgages identified as impaired. These
allowances are supplemented by general allowances for losses on mortgage loans based on
payment arrears, known risks in the portfolio, historical mortgage loss experience, and current
economic conditions and trends.




Mandate National Mortgage Corporation

Notes to the Financial Statements

December 31, 2009

1.

Significant Accounting Policies (cont’d)

(e)

(f)

(9)

(h)

Revenue recognition

Interest income on loans is recorded by the accrual method except when a loan is identified as
impaired. When a loan is classified as impaired, interest is no longer accrued.

Earnings per share

Quarterly dividends are paid based on the outstanding number of shares of each class at the
end of the quarter. Earnings per share is calculated based on the weighted average number of
common and preferred shares outstanding during the year.

Use of estimates

The preparation of financial statements in conformity with Canadian generally accepted
accounting principles requires management to make estimates and assumptions that effect the
reported amounts of assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

Income taxes

Taxable dividends paid by the Corporation during the year or within ninety days following the
year-end are deductible for income tax purposes.

Income taxes are accounted for using the future income tax method. Under this method income
taxes are recognized for the estimated income taxes payable for the current year and future
income taxes are recognized for temporary differences between tax and accounting bases of
assets and liabilities and for the benefit of losses available to be carried forward for tax purposes
that are more likely than not to be realized. Future income tax assets and liabilities are measured
using tax rates expected to be recovered or settled.




Mandate National Mortgage Corporation

Notes to the Financial Statements

December 31, 2009

1.

Significant Accounting Policies (cont'd)

(i) Financial Instruments

Under Section 3855, all financial instruments are classified into one of five categories: held-for-
trading, held-to-maturity, loans and receivables, available-for-sale financial assets or other
financial liabilities. All financial instruments are measured in the balance sheet at fair value at
inception with the exception of some related party transactions. Subsequent measurement and
changes in fair value will depend on their initial classification. Held-for-trading financial assets
and liabilities are measured at fair value and changes in fair value are recognized in net
income. Available-for-sale financial assets are measured at their fair value with changes in fair
value recorded in other comprehensive income. Loans and receivables, held-to-maturity
investments and other financial liabilities are measured at amortized cost.

The Corporation has classified its cash as held-for-trading, mortgages receivable, accounts &
interest receivable and long term receivable as loans and receivables, which are measured at
amortized cost. Accounts payable and accrued liabilities and dividends payable are classified
as other liabilities, which are measured at amortized cost.

The amortized cost of a financial asset or liability is the amount at which the financial asset or
financial liability is measured at initial recognition minus principal repayments, plus or minus the
cumulative amortization using the effective interest method of any difference between that initial
amount and the maturity amount, and minus any reduction (directly or through the use of an
allowance account) for impairment.

Effective January 1, 2008, the Corporation adopted new presentation and disclosure standards
that were issued by the Canadian Institute of Chartered Accountants: Handbook Section 3862,
Financial Instruments — Disclosures (“Section 3862") and Handbook Section 3863, Financial
Instruments — Presentation (“Section 3863”).

Sections 3862 and 3863 replace Handbook Section 3861, Financial Instruments — Disclosure
and Presentation, revising and enhancing its disclosure requirements and carrying forward
unchanged its presentation and requirements for financial instruments. Section 3862 and 3863
place increased emphasis on disclosures about the nature and extent of risks arising from
financial instruments and how the entity manages those risks.

10



Mandate National Mortgage Corporation

Notes to the Financial Statements

December 31, 2009

1.

" Significant Accounting Policies (cont’d)

(jy Financial Instruments (cont’d)

(k)

Credit risk

Financial instruments that potentially subject the Corporation to a significant concentration of
credit risk consist primarily of cash and mortgages receivable. The Corporation limits its
exposure to credit loss by placing its cash with major financial institutions.

The majority of the mortgages receivable have floating interest rates ranging from 3-8% above
the Canadian Bank Prime rate .and mature within 12 months. Credit risk is inherent in this
industry, however, the Corporation carefully monitors the loan portfolio to ensure credit risk and
concentrations of risk are minimized. The Corporation’s Credit Committee must unanimously
approve each loan prior to funding. As at December 31, 2009, the mortgages receivable
consists of 86% (2008 — 88%,) residential and 14% (2008 — 12%) commercial properties which
are all located in British Columbia.

Interest rate risk

The Corporation is exposed to interest rate risk to the extent that the cash maintained at the
financial institutions and mortgages receivable are subject to a floating rate of interest. The
interest rate risks on cash and on the Corporation’s obligations are not considered significant.
However, with respect to interest rate risks on mortgages receivable, a change in 100 basis
points in interest rates for a full year relative to the interest rates at the reporting date would
have increased or decreased net income by approximately $59,800.

Liquidity Risk .

All of the Corporation’s financial liabilities are classified as current and are anticipated to mature
within the next fiscal period. The Corporation intends to settle these with funds from its positive
working capital position.

Capital Disclosures

Effective January 1, 2008 the Corporation adopted CICA Handbook Section 1535, Capital
Disclosures.  Section 1535 requires the disclosure of both quantitative and qualitative
information that enables users of financial statements to evaluate (i) an entity’s objectives,

as capital; (iii) whether the entity has complied with any capital requirements; and (iv) if it has
not complied, the consequences of such non-compliance. The required disclosure is included
in Note 10 to the financial statements.

11



Mandate National Mortgage Corporation

Notes to the Financial Statements

December 31, 2009

1. Significant Accounting Policies (cont’d)

(1)

Accounting changes
During the year the Corporation implemented the following new accounting policy:
Goodwill

Effective January 1, 2009, the Corporation adopted the new recommendations .of the CICA
Handbook Section 3064, Goodwill and Intangible Assets which provides guidance on the
recognition, measurement, presentation and disclosure for goodwill and intangible assets, other .
than the initial recognition of goodwill or intangible assets acquired in a business combination.
The adoption of this standard had no impact on the Corporation’s financial statements

Issued but not adopted primary sources of GAAP:
International Financial Reporting Standards
In January 2006, the CICA Accounting Standards Board (AcSB) adopted a strategic plan for the

direction of accounting standards in Canada. As part of that plan, accounting standards in
Canada for public companies are expected to converge with International Financial Reporting

Standards (“IFRS”) by the end of 2011.

The impact of the transition to IFRS on the

Corporation’s financial statements has not yet been determined.

2. Mortgages Receivable

Mortgages receivable are disclosed net of an allowance for mortgage losses in the following

amounts:
2009 2008 2007 2006 2005
Mortgages $ 6,105,008 $6,326,206 $6,414,090 $ 6,097,995 $ 6,648,326
Allowance for mortgage losses (125,548) (128,698) (116,511) (95,804) (85,308)
$ 5,979,460 $6,197,508 $6,297579 $ 6,002,191 $ 6,563,020
Allowance for mortgage losses
Balance, beginning of year $ 128,698 3 116511 $ 95804 $ 85,306 $ 173,085
Frovision 29,833 17,291 31,447 30,989 (2,639)
Reclassification to asset held (7,212) - - - -
for sale (Note 3)
Reclassification to long term (25,771) - - - -
receivable (Note 4)
Recovery and write-offs -net - (5,104) (10,740) (20,491) (85,140)
Balance, end of year $ 125548 ¢ 128698 $ 116511 $ 95,804 $ 85,306

There are $1,409,523 (2008 - $1,714,949) of mortgages that are sixty plus days in arrears at
December 31, 2009 for which a $55,000 (2008 - $Nil) specific allowance has been made in addition

to the general allowance.

12



Mandate National Mortgage Corporation

Notes to the Financial Statements

December 31, 2009

3.

Asset Held for Sale

During the year, one of the properties, for which the mortgage was in default and management
acted on the security for, was approved to be sold as condominiums and as such has been
reclassified as an asset held for sale.

Long Term Receivable

The long term receivable consists of two mortgage balances totaling $223,704 (2008: $115,939), net
of the associated loss provision of $25,711 (2008: $Nil), which are in default as the result of a
shortfall from a mortgage loan.

One of the amounts included arose as a result of expected insurance proceeds. The Corporation
obtained a judgment against the covenanters whose assets included the shares of the Penticton
Hotel Company Ltd. (“PHC”), for which the Corporation paid $105,000 to purchase the shares. PHC
owned a property in Penticton, BC which was destroyed by a fire and the Corporation is now seeking
recovery from the insurance company. A further $26,247 (2008 - $10,939) was incurred for legal
costs during the year.

As these amounts are not expected to be collected within the next fiscal year they have been
classified as long term. Management has determined the amounts to be collectible.

Bank Indebtedness

The Corporation has a facility with its bank for the provision of a demand revolving operating loan in
the principal amount of $3,000,000 that bears interest at bank prime plus 1.75% (minimum 4.00%)
on the daily balance of the principal advanced. The maximum amount of the loan shall not exceed
the aggregate of 75% of eligible mortgages that are secured by a first financial charge on real
property, and 60% of eligible mortgages that are secured by a second financial charge on real
property. As at December 31, 2009 there was $Nil (2008 - $ Nil) drawn on the loan account.

Shares
Authorized:

10,000,000 non-redeemable common shares without par value
10,000,000 class ‘A’ non-voting retractable redeemable preferred shares without par value

Common Preferred
NUITHE ARGt WNaimioet ATOUTIT

Balance, December 31, 2007 524,399 $ 4,853,861 242,273 $ 2,423,229

Issued

- Dividends reinvested 11,184 103,508 4625 46,260

- Cash - - 73,850 738,495

Redeemed (51,995) (481,086) (17,131) (171,320)
Balance, December 31, 2008 483,588 4,476,283 303,617 3,036,664

Issued ‘

- Dividends reinvested 8,934 82,684 6,692 66,920

- Cash - - - 107,030 1,070,300

Redeemed (47,727) (441,713) (16,431) (164,310)
Balance, December 31, 2009 444,795 $4,417,254 400,908 $ 4,009,574
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Mandate National Mortgage Corporation
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6. Shares (cont’d)

Common Preferred
Number Amount Number Amount
Issued:
2007 524,399 $ 4,853,861 242,273 $ 2,423,229
2006 567,344 $ 5,250,797 160,455 $ 1,604,929
2005 610,685 $ 5,652,418 139,026 $ 1,390,636

Dividends are payable on a quarterly basis based on net income and proportionately on the
outstanding number of shares of each class. The dividend reinvestment rate for preferred shares
and common shares is $10 and $9.255 respectively per share.

The preferred shares are redeemable at $10 per share on six months written notice. As at
December 31, 2009 there are 2,000 preferred shares that have been requested for redemption
during the next fiscal year by shareholders. During the year $175,760 (2008 - $315,000) of
subscriptions were received for 17,576 (2008 — 31,500) preferred shares issued subsequent to the
year end.

As at December 31, 1999, the articles of incorporation were amended to include redemption rights
on common shares. Redemptions at $9.255 per common share, on six months written notice, are
restricted to 10% per year of the stated capital of the common shares as set out in the financial
statements for the most recently completed fiscal year. As at December 31, 2009 there are 80,618
common shares that have been requested for redemption during the next fiscal year by
shareholders.

During the year, the Corporation issued 107,030 preferred shares for proceeds of $1,070,300.
7. Related Party Transactions

All related party transactions are recorded at the exchange amount being the amount agreed to by
the parties involved.

(a) Administration agreement

Mandate Management Corporation, a company with common directors, manages the day-to-day
operations of the Corporation and administers the mortgage portfolio in exchange for a
maximum annual fee equal to 2.0% of the share capital of the Corporation plus 15% of gross
profits, as defined, paid monthly in arrears on or before the 15" day of each month on the basis
of the onaratinng of the Carnoration during the previous month_ subiect to adiustment within 120

days after the fiscal year end. During the year, $36,000 (2008 - $49,250) was expensed in
regards to this agreement. As at December 31, 2009, $30,000 (2008 - $5,000) of these fees
were in accounts payable.

(b) Directors fees

During the year, directors received remuneration totaling $8,050 (2008 - $6,800) in their capacity
as directors of the Corporation.

(c) Accounts receivable

Included in accounts receivable is $30,000 (2008 - $Nil) due from a company with common
directors.
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7.

10.

Related Party Transactions (cont’'d)

(d) Other income

Included in other income is $50,000 (2008 - $37,500) earned from a company with common
directors.

Income Taxes

The Corporation has non-capital loss carry-forwards of $135,500. The potential benefit of these
losses has not been recorded in the accounts. These losses expire as follows:

2014 $ 27,100
2015 ' 27,100
2026 27,100
2027 27,100
2028 27,100

$135,500

Commitments

As at December 31, 2009, outstanding commitments to fund mortgages totaled $241,250 (2008 -
$529,717).

Capital Risk Management

The Corporation manages its capital to ensure that it will be able to continue as a going concern
while maximizing the return to stakeholders through a suitable debt and equity balance appropriate
for an entity of the Corporation’s size and status. The Corporation's overall strategy remains
unchanged from 2008.

The capital structure of the Corporation consists of equity attributable to common and preferred’
shareholders, comprised of issued capital. '

The Corporation is subject to capital requirements imposed by Canadian Western Bank. The bank
requires the Corporation to ensure that the bank covenants are met to continue to hold the operating
line of credit (note 5); if they are not met then the bank has the right to call the loan at any time. The

COvEnanis i piace werg:

i tangible net worth must exceed $6,000,000;
ii. maintain a current ratio of 1:1 or better;
iii. maintain a tangible net worth ratio of 0.5:1 or lower;
iv.  maintain a bank funded debt to tangible net worth ratio of not more than 30%

As at December 31, 2009, the Corporation was in compliance with all covenants.
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