
MONTFORT CAPITAL CORP.

MANAGEMENT DISCUSSION AND ANALYSIS

The following discussion and analysis is for the three and six month period ended June 30, 2022 compared
with the three and six month period ended May 31, 2021. All amounts are in Canadian dollars unless
otherwise indicated. This MD&A was approved by the Board of Directors on August 24, 2022.

This Management’s Discussion and Analysis (MD&A) provides review of Montfort Capital Corporation’s (the
“Company”) consolidated financial results for the three and six month period ended June 30, 2022 and
provides detailed information on the operating activities, performance and financial position of the
Company. The “Company”, “we”, “us” or “our” refer to Montfort Capital Corp. and its consolidated entities. This
analysis of the operating results and financial position of the Company should be read in conjunction with
the June 30, 2022 consolidated Financial Statements and related Notes (the “Financial Statements”), which
have been prepared in accordance with International Financial Reporting Standards (“IFRS”). This discussion
and analysis may contain forward-looking statements about the Company’s future prospects, and the
Company provides no assurance that actual results will meet management’s expectations. Additional
information relating to Montfort Capital Corp. is available on SEDAR at www.sedar.com. Montfort Capital
Corp. is listed on the TSX Venture Exchange (the “TSX-V”) trading under the symbol “MONT”. Montfort Capital
Corp. preferred shares trade under the ticker symbol MONT.PR.A.

FORWARD-LOOKING STATEMENTS

Certain statements contained in this MD&A constitute “forward-looking information” and “forward-looking
statements”, collectively “forward looking statements”. All statements other than statements of historical
fact may be forward-looking statements. Forward-looking statements are often, but not always, identified by
the use of words such as “seek”, “anticipate”, “plan”, “continue”, “estimate”, “designed”, “expect”, “may”, “will”,
“project”, “predict”, “potential”, “targeting”, “intend”, “could”, “might”, “should”, “believe” and similar
expressions. These statements are subject to a variety of risks and uncertainties which could cause actual
events or results to differ from those reflected in the forward-looking statements. Based on current available
information, the Company believes that the expectations reflected in those forward-looking statements are
reasonable, but no assurance can be given that those expectations will prove to be correct. The
forward-looking statements in this MD&A are expressly qualified by this statement, and readers are advised
not to place undue reliance on the forward-looking statements.

FINANCIAL HIGHLIGHTS

For the six month period ended June 30, 2022 and for the six month period ended May 31, 2021.

*see Non-GAAP measures section for details of calculation.

Financial Highlights June 30, 2022 May 31, 2021 Percent Change

Revenue 9,479,021 3,108,489 205%

Loans receivable - net of ECL
(comparative December 31, 2021) 126,220,352 106,117,801 19%

Net income before income tax 2,254,375 726,593 210%

Net income (loss) attributable to
shareholders 727,485 (571,002) 227%

Adjusted net income 2,961,871 817,751 262%

Adjusted net income attributable to
shareholders 1,434,981 (479,844) 399%

Earnings per common share 0.01 (0.01) 152%

Adjusted net income per common share 0.02 (0.01) 263%

1

http://www.sedar.com


For the three months ended June 30, 2022, compared to the three months ended May 31, 2021 the Company
had the following highlights:

● Total revenue increased $3,413,413 or 186% from $1,837,674 to $5,251,087;
● Interest income from investments was up $2,588,808 or 224% to $3,743,968 for the three month

period compared to $1,155,160 for the three month period last year. This increase is primarily driven
by the acquisition of Pivot;

● Similarly, income from transaction and other fees increased $488,273 to $634,214 from $145,941 due
to acquisition of Pivot;

● Income from settlements of loans increased $218,533 or 41% from $536,573 to $755,106 as a result of
more portfolio exits in the current period compared to prior year;

● Net income increased 134% or $804,019 to $1,406,053 compared to $602,034 in the prior three month
period.

For the six months ended June 30, 2022, compared to the six months ended May 31, 2021 the Company had
the following highlights:

● Total revenue increased $6,370,532 or 205% from $3,108,489 to $9,479,021;
● Interest income from investments was up $4,924,863 or 209% to $7,277,551 for the six month period

compared to $2,352,688 for the six month period last year. This increase is primarily driven by the
acquisition of Pivot.

● Similarly, Income from transaction and other fees increased $981,895 to $1,223,998 from $242,103 due
to acquisition of Pivot;

● Income from settlements of loans increased $241,408 or 47% from $513,698 to $755,106 as a result of
more portfolio exits in the current period compared to exit activities in the comparative period;

● Net income increased 210% or $1,527,782 to $2,254,375 compared to $726,593 in the prior six month
period.

BUSINESS OVERVIEW

The Company builds and manages private credit limited partnerships that have focused investing strategies
for the institutional and accredited investors markets. In the technology space, the Company utilizes a
proprietary loan origination platform to originate, underwrite and service private-market, high-yield loan
opportunities through two operating divisions: TIMIA Capital which offers revenue-based investment to fast
growing, business-to-business recurring revenue software businesses in North America, and Pivot Financial
which specializes in asset-based private credit targeting mid-market borrowers in Canada.

Sources of revenue include interest income from loans receivable, as well as income from the settlement of
loans and transaction fees from due diligence. In addition, Pivot earns loan servicing fees and performance
fee income for loan management services performed.

The Company’s business principally involves managing invested capital and earning fee-related revenues
from assets under management. The Company builds shareholder value by increasing the assets invested,
through limited partnerships, as well as growth in assets managed under service agreements.

The capital for all of the Company’s investments comes from institutions and private investors through
Limited Partnerships, lender finance arrangements, notes payable, and co-investor syndication. The
Company’s corporate capital needs are met through the  issuance of preferred and common shares.

The key contributors to growth in value to the shareholders of the Company are fee related earnings from
our investing activity, continued improvement in efficiency at originating deals, acceleration in number of
deals originated and maintaining economies of scale. Management will drive value for common
shareholders through building/acquiring focused  lending strategies that can scale profitably.
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SUMMARY OF THE IMPACT OF CHANGING INTEREST RATES

The increase in interest rates over the last quarter has led to a sizable correction in stock markets and a
general tightening of credit availability. Interest rate fluctuations can impact Montfort in several ways:

● Improved new loan credit quality and pricing

Tightening venture capital and private equity markets have caused companies in the Montfort
market space to seek alternative sources of capital. Both of the Montfort investment strategies have
seen an increase in the number and credit quality of potential borrowers. We continue to write well
priced facilities to very attractive credits.

● Continued strong performance of the existing portfolio

TIMIA and Pivot continue to monitor the performance metrics of their portfolio investments and
actively assist investees to manage their capital and cash needs. TIMIA and Pivot have not seen
factors that would indicate the need for substantial revisions in the expected credit loss provision
during this period.

● Increased interest expenses

If the current prime interest rate had been in effect for the first half of the year the impact to
common shareholders would have been an increase in interest expense by approximately $35,000
(2% of total interest expense for the period). Every further increase of 50 basis points in the prime
interest rate would have increased interest expense by approximately $20,000 (1% of interest
expense for the period).

● Maintained availability of capital to Montfort

Montfort sources its capital from alternative credit providers, institutional investors, and individuals,
depending on the particular strategy. We have had conversations with our credit providers and
institutional sources. In general they remain very supportive of Montfort and are interested in
increasing their allocations to us. Additionally, we continue to add capital from new and existing
individual investors. Over the first half of the year, our capital availability aligned well with our pace
of origination.

THE  TIMIA INVESTMENT STRATEGY

TIMIA targets companies seeking capital primarily in the following three subsectors: Software-as-a-Service
(SaaS), software enabled service companies and hardware enabled service companies. Using proprietary
software, the Company is able to efficiently originate transactions, automate underwriting as well as manage
the loan portfolio and investors on an ongoing basis.

THE PIVOT INVESTMENT STRATEGY

Pivot addresses the borrowing needs of small to mid-sized enterprises in Canada with bespoke term debt
structures, bridge loans, asset-based revolving loan facilities, and accounts receivable factoring facilities.
Pivot portfolio companies typically have 1-100 employees and $1-$100 million in revenue.

Structure and basis of consolidation

Our capital sourcing strategy has evolved from raising capital directly in the form of debt and equity, to
raising non-dilutive capital in the form of limited partnerships and lender finance arrangements.
Management expects to continue to use non-dilutive sources of capital to increase per share profitability for
shareholders as well as improve our ability to scale with growth.
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Basis of consolidation

To date the following partnerships have been established:

● On March 6, 2019, the Company established its first Limited Partnership (“LP I”);
● On November 28, 2019, the Company established TIMIA Capital Holdings Limited Partnership for

purposes of facilitating a lender finance arrangement to help fund growth in a warehouse format for
future limited partnerships;

● On July 15, 2020, the Company established its third Limited Partnership (“LP II”);
● In September 2021, the Company established Pivot Financial I Limited Partnership (“Pivot LP”) for

purposes of the acquisition of Pivot Financial Inc.; and
● On January 10, 2022, the Company formed its third fund, TIMIA Capital III Preferred Return Fund

Limited Partnership and a related Trust, TIMIA Capital III Preferred Return Fund (“Preferred Return
LP III”).

TIMIA Capital GP Inc. and TIMIA Capital II GP Inc. (wholly owned subsidiaries of the Company) each act on
behalf of the general partners for LP I, LP II and Preferred Return LP III (together the limited partnerships).
The Company owns 12.4%, 5.0% and 15% of total units as at June 30, 2022, respectively of LP I, LP II, Preferred
Return LP III, while TIMIA Capital Holdings is 100% owned. All the benefits and rewards of ownership of the
limited partnership flow to the limited partners; the external parties that funded the limited partnership.
The Company earns a management fee and a performance fee for managing the business activities of the
limited partnerships. In addition, this capital is non-dilutive to the common shareholders of the Company
while providing the common shareholders with a share of the profit (loss) of the limited partnership.

LP II and Preferred Return LP III have a functional currency of US dollars. On consolidation the results are
translated to the Company’s presentation currency of Canadian dollars. As a result, exchange differences
arising on consolidation from this translation are recorded in other comprehensive income.

The financial results of the Company as at and for the three and six months ended June 30, 2022 discussed
in this MD&A include results of operations of TIMIA Capital Corp., 2862454 Ontario Inc., Pivot Financial
Services Inc.TIMIA Capital GP Inc., TIMIA Capital II GP Inc., TIMIA Capital III GP Inc., LP I, TIMIA Capital
Holdings Limited Partnership, LP II, Preferred Return LP III, TIMIA Capital III Preferred Return Fund and Pivot
LP.
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NON GAAP MEASURES

In addition to the IFRS prepared results and balances presented in the Financial Statements, the Company
uses a number of other financial measures to monitor its performance and some of these are presented in
this MD&A. These measures may not have standardized meanings or computations as prescribed by IFRS
that would ensure consistency and comparability between companies using them and are, therefore,
considered to be non-IFRS measures. The Company primarily derives these measures from amounts
presented in its Statements which were prepared in accordance with IFRS. The Company’s focus continues
to be on IFRS measures and any other information presented herein is purely supplemental to help the
reader better understand the key performance indicators used in monitoring its operating performance and
financial position.  This Management Discussion and Analysis refers to the following Non-GAAP measure:

Adjusted net earnings and Adjusted net earnings per common share - adjusted net earnings presents
shareholders’ net earnings before stock-based compensation, business acquisition expenses and
amortization of intangible assets. Management feels this metric is useful to understand the operating
income of the Company’s lending business before non-cash and expenses that are not directly related to
lending activities.

Reconciliation of adjusted net income:
Six months ended

June 30, 2022
Six months ended

May 31, 2021

IFRS reported net income 2,254,375 726,593

IFRS reported net income attributable to shareholders 727,485 (571,002)

Add:

Acquisition costs 234,893 -

Share-based payments 200,906 91,158

Amortization 271,697 -

Adjusted net earnings 2,961,871 817,751

Adjusted net income attributable to shareholders 1,434,981 (479,844)

Adjusted net income per common share 0.02 (0.01)

Nature of revenue - Revenue for the Company is earned from a variety of sources. The table below
summarizes the revenue earned by virtue of the operating activities and interest income earned by the
investment vehicles (the limited partnerships). Management uses this information to better understand the
sources of revenue attributed to common shareholders. The following selected financial information agrees
in total to consolidated revenue per the financial statements.

Operational
entities

Limited
Partnerships

Intercompany
eliminations

Total
consolidated

Interest income 57,974 7,219,577 0 7,277,551

Income from transaction and other fees 1,216,148 7,850 0 1,223,998

Income from settlement of loans 0 755,106 0 755,106

Performance/management fee income 1,478,064 0 (1,255,698) 222,366

Income from investment in LP's 87,228 0 (87,228) 0

2,839,413 7,982,533 (1,342,926) 9,479,021
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REVENUE

Total consolidated revenue for the three and six months ended June 30, 2022 was $5,251,087 and $9,479,021,
compared to $1,837,674 and $3,108,489, a 186% and 205% increase respectively.

The Company operates through two brands; TIMIA Capital in the technology sector and Pivot Financial in
factoring facilities and small to medium enterprise term loans. Investments are held in Limited Partnership
that are separate legal entities by the LP’s.

Limited partnerships consist of LP I, LP II, Preferred Return LP III, TIMIA Holdings Limited partnership (wholly
owned) and Pivot LP (wholly owned).

Interest income in the three and six months ended June 30, 2022 was $3,743,968 and $7,277,551, compared to
$1,155,160 and $2,352,688, a 224% and 209% increase respectively. This increase is largely driven by the
acquisition of Pivot and significantly increasing the loan portfolio.

Specific investee financings are contracted for various expected durations typically between 1 and 5 years.
Payments are received monthly and each investment’s value is assessed for impairment at each reporting
date based on the performance of the investee’s gross revenue and other financial performance measures.

Other sources of revenue include income from the settlement of loans. The current period had more loan
exits resulting in gains from early repayment compared to prior year, therefore an increase of 47% in income
from settlements from $513,698 to $755,106. Income realized on loan exits is classified as revenue. While
income from early repayment of loans is not the primary focus of the Company’s revenue growth forecast,
the Company does expect some loans to be repaid prior to maturity either due to change in business needs
of the company invested in or as a result of change in ownership through acquisition.

The Company’s revenue is primarily interest income generated from the loan portfolio, held within the
limited partnerships. As the Company loan portfolio grows, interest revenue increases. Interest revenue also
includes changes in amortized cost of loan values included in the portfolio.

Income from transaction and other fees was $634,214 and $1,223,998 in the three and six months ended
June 30, 2022 compared to $145,941 and $242,103 in the three and six month comparative period. The growth
in portfolio activity with the acquisition of Pivot as well as new revenue streams acquired in the Pivot
transactions have contributed to this growth. Pivot has two customer relationships earning revenue for
sub-advisor and portfolio servicing fees. These fees are earned and recognized on a monthly basis.
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EXPENSES

During the six month period ended June 30, 2022, the Company significantly reduced interest expense as a
result of the redemption of the Series B, C and D debentures throughout 2021. This reduction is partially
offset by increased finance costs associated with additional draws on the revolving credit facility during the
period. The Company continued to invest into the growth of both the origination of deals and the
underlying automated platform, as well as general corporate expenses related to portfolio management and
public company expenses:

6 months ended
June 30, 2022

6 months ended
May 31, 2021

Operational expense, not including interest
expense and expected credit loss

3,483,833 1,563,481

Debenture interest expense 35,967 195,012

Interest expenses and expected credit loss 3,458,644 191,354

Total Expenses 6,978,444 1,949,847

Overall expenses have increased period over period due to the acquisition of Pivot in Q4 of 2021. Operational
Expenses for the six month period ended June 30, 2022 and May 31, 2021:

● Administrative, management and directors’ fees increased $933,154 or 128% to $1,663,590 from
$730,436. This increase is mainly driven by acquisition-related headcount and bringing salary costs
in line with industry.

● Office, travel, systems, and miscellaneous expenses increased $109,748 or 39% from $276,995 to
$385,679. Increased expense levels in the current period relating to new website launch, increased
office and CAM costs, IT servicing costs with respect to loan origination process and increases
related to acquiring Pivot;

● Marketing services and promotion expenses increased $155,047 or 85% from $181,422 to $336,469.
This increase is driven by increased use and expansion of online marketing tools.

● Accounting and legal expenses increased $293,158 or 278% from $105,493 to $398,651. Current year
increase is driven by growth in size of the business, increase in fees for audit and tax services and
acquisition related audit expenses.

● Investor relations, communications and regulatory fees increased $48,864 or 27% from $177,977 to
$226,841. In January 2022 the Company launched its third fund, TIMIA Capital Preferred Return LP
III resulting in an increase in fees in the current period. There was no comparable activity in the prior
period.

Interest and expected credit loss (ECL) expense
● Total interest expense was $3,606,413 compared to $422,802, an increase of $3,183,611. The increase

is mainly driven by additional loans payable acquired as part of the Pivot acquisition offset by a
decrease in debenture interest paid from settlement of debentures throughout 2020/2021. Interest
expense related to Pivot’s business is $3,558,282.

● ECL recovery was $111,802 compared to a recovery of $36,436 in the comparative six month period.
ECL is assessed at each period end and is expected to increase relative to the loan portfolio size. The
recovery in the prior year was driven by investments exited and loan provision releases.
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FOREIGN EXCHANGE AND FORWARD CONTRACTS

US dollar denominated investments and subsidiaries are converted to Canadian dollars quarterly at the then
prevailing quarter end exchange rates.  At the start of the Company’s fiscal year, January 1, 2022, the US
dollar was trading at 1.27 Canadian Dollars. By the end of the second quarter the US dollar had risen to 1.29
Canadian dollars. Common Shareholder income was affected by movements in foreign exchange rates in
several ways including the recognition of unrealised gains/losses on US denominated assets owned directly
by the Company, and also through the recognition of carried interest income earned by the Company in its
capacity as the manager of the limited partnerships.

Foreign exchange losses result from the conversion to Canadian dollars of investments that are
denominated in US dollars. During the six month period, $99,919 of foreign exchange losses were
recognized in the consolidated net income.   

Foreign currency translation adjustment is a result of the conversion of the Company’s US dollar
denominated subsidiary, LP II. These adjustments are included within net comprehensive income. During
the three and six month period translation adjustment was a gain of $947,952 and $534,794 respectively
(May 31, 2021 - loss of $1,009,263 and $1,478,918 respectively). This translation adjustment is a result of
consolidation of LP II and Preferred Return LP III, US dollar-based partnerships formed in July 2020 and
January 2022, respectively. Majority of this translation difference arises due to the fluctuation in USD to CAD
exchange rates from the date of LP II and Preferred Return LP III capital initial closings in 2020 and 2022. The
average exchange rate based on dates of LP II closings was 1.34 compared to a quarter end close rate of 1.29.
The average exchange rate based on dates of Preferred Return LP III closings was 1.27 compared to a quarter
end close rate of 1.29.

A significant portion of the foreign exchange gains/losses and all of the translation adjustments are
unrealized, meaning that increases in the value of the US dollar may result in a reversal of these gains/losses
in future periods.

Attribution of FX Gains/(Losses)
For the six months ended June 30, 2022

Common
Shareholders

Non-Controlling
Interests Total

Forward contract gain/(loss) - - -

Foreign exchange gain/(loss) 48,827 51,092 99,919

Foreign exchange gain/(loss) in Net Income 48,827 51,092 99,919

Foreign currency translation adjustment 47,332 487,461 534,794
Foreign exchange gain/(loss) in Comprehensive
Income 47,332 487,461 534,794
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ATTRIBUTION OF NET INCOME (LOSS) AND COMPREHENSIVE INCOME (LOSS)

Transactions among LP I, LP II, Preferred Return LP III and the Company, including management and
administration fees and performance fees earned, are fully eliminated on consolidation. The income
statement shows an attribution of income (loss) between shareholders of the Company and the
non-controlling interest (in this case, TIMIA’s Limited Partners in both LP I, LP II and LP III). The following
chart shows the progression of the attribution of income (loss) between the shareholders of the Company
and the non-controlling interest over the last eight quarters:

Net Income (Loss) attributable to common shareholders improves in tandem with both increases in the size
of the Company’s investment portfolio and continued satisfactory rates of return, as well as the acquisition of
Pivot which resulted in increased profits attributable to shareholders. As the Company has maintained its
loan performance, it has attracted new limited partner investors, thereby increasing its investment portfolio
and improving common shareholder Net Income (Loss). In addition to holding investments through
Limited Partnerships, the Company holds investments directly as well. Interest income and any gains or
losses that relate to these investments are attributed directly to common shareholders.

While Net Income (Loss) attributable to common shareholders includes foreign exchange gain/loss, a
significant portion is unrealized and driven by US dollar loans receivable. Foreign exchange gains/loss will
continue to fluctuate until the investments are exited. Management is specifically focused on Operating
Income attributable to common shareholders as a key performance measurement. The following chart
illustrates Operating Income attributable to common shareholders before foreign exchange gains/losses and
forward contract gains over the last eight periods:
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The Net Income (Loss) and Comprehensive Income (Loss) for the three and six months ended June 30, 2022
was attributed as follows:

Non-controlling Interests

● Net income attributable to non-controlling interests of $772,059 and $1,526,890 represents income
from investments held by the Limited Partnerships (LP I, LP II and LP III) for the three and six
months ended, less allowable costs as defined under the Limited Partnership Agreement, including
fees to the manager and expected credit losses.

● Comprehensive income attributable to non-controlling interests of $1,649,663 and $2,014,354 for the
three and six months ended includes foreign currency translation adjustments arising from the
consolidation of LP II and LP III, a US denominated fund with a functional currency of US dollars.

Shareholders of the Company

● Net income attributable to shareholders of the Company of $633,994 and $727,485 and
comprehensive income of $704,342 and $774,815 for the three and six months ended was allocated
to the common share equity holders representing income from investments held by the Company,
all transaction fee income, fees and carry earned from the Limited Partnerships and all expenses not
incurred by the Limited Partnership as well as the Company’s proportionate interest in LP I, LP II and
LP III.

When the LP’s cumulative returns indicate that carried interest is earned by the Company, the LP’s
recognize an allocation of capital to the Company.

REVIEW OF FINANCIAL POSITION

Total assets increased by 0.6% to $125,856,017 at June 30, 2022 compared to $125,076,696 at December 31,
2021.  Gross loans receivable before ECL are broken down as follows at June 30, 2022:
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The following chart illustrates movement in the loan receivable balance from December 31, 2021 to June 30,
2022:

June 30, 2022

Opening balance 106,916,931

Advances on loans
receivable 96,614,220

Net: interest revenue and
principal payments (55,967,273)

Settlement of investments (20,812,863)

Foreign exchange 159,498

Closing balance 126,910,513

THE TIMIA INVESTMENT STRATEGY

TIMIA’s loan portfolio has 29 unique deals with current disbursements extended under those facilities
totaling $46,000,909. With the recent downturn of the public market for technology stocks and the
retrenching of venture capital findings, Montfort is seeing higher quality credits at more attractive pricing.

The Company continues to evaluate new investment opportunities and has capital ready to deploy to new
and follow-on investments. Management evaluates these investments in terms of their current revenue,
future expected revenue growth, gross margins, earnings, cash flow, market position, and management
quality. Furthermore, every month Montfort monitors each investment in its portfolio in terms of its growth
against plan and financial performance on various key financial metrics. Management continues to evaluate
the significant liquidity in the marketplace and its impact on credit quality and yields.

THE PIVOT INVESTMENT STRATEGY

Pivot’s term loan portfolio has 14 unique deals with loans receivable of $80,219,442, including factoring
facilities, the most significant investment being a loan due from a related party in the amount of $66,017,496.
This loan to a related party is security to the secured loans payable for $67,095,670 as of June 30, 2022. The
loan payable is designated as FVTPL to ensure measurement consistency with the credit risk associated with
the related loan receivable that is security to the loan.
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SUMMARY OF QUARTERLY RESULTS

Q2 2022 Q1 2022
Q4 2021

(4M)
Q3 2021 Q2 2021 Q1 2021 Q4-2020 Q3-2020

Revenue 5,251,087 4,227,934 5,095,456 1,407,679 1,837,674 1,270,815 1,756,853 1,899,780

Net income 1,406,053 848,322 1,410,056 307,161 602,034 124,559 645,182 333,243

Net income and Comprehensive
income (loss)

2,354,005 435,164 1,545,938 1,218,910 (407,229) (345,096) 506,440 (73,584)

Net income (loss) attributable to
shareholders of the Company

633,994 93,491 60,906 (249,774) (255,576) (315,426) (155,953) (23,580)

Adjusted Net Income (loss)*
attributable to shareholders

1,109,151 325,830 343,141 (102,769) (209,157) (270,687) (112,870) 19,243

Net income attributable to
non-controlling interests

772,059 754,831 1,347,041 556,935 857,610 439,985 801,135 356,823

Basic and diluted loss per share 0.02 (0.01) 0.00 (0.01) (0.01) (0.01) (0.01) -

Adjusted Net Income (Loss) per
share*

0.02 - 0.01 (0.00) (0.00) (0.01) (0.00) 0.00

Total assets 138,348,366 125,856,017 125,079,969 46,087,453 39,463,518 38,950,912 41,923,767 37,015,223

Total liabilities 122,328,099 110,508,655 111,952,707 6,939,295 6,669,109 5,579,992 7,569,075 12,705,377

*see Non-GAAP measures section

LIQUIDITY AND SOLVENCY

As at June 30, 2022, the Company’s cash balance was $3,448,711 and working capital was ($598,967)
compared with $9,314,526 and $1,840,078 respectively, as of December 31, 2021. During the six month period,
the Company secured a demand revolving line of credit grid promissory note from a lender. The amount
that is available to be drawn under the facility is $6,300,000 ($5,000,000 USD) and due on demand of the
lender. The principal drawn on the facility is $4,483,623 ($3,479,500 USD) and will bear an interest rate equal
to the greater of 10.25% or prime +6.3%. A utilization fee of 2.45% is owing on the unutilized portion of the
loan commitment. The Credit Facility contains general covenants and financial reporting requirements to be
reported by the Company on a monthly basis. The secured loans payable is a revolving credit facility from a
senior lender and has a combined authorized limit of $60,000,000. The security on the secured loan payable
to the lender is a general security agreement and directly related to a specific loan receivable. The loan is
designated as FVTPL to ensure measurement consistency with the credit risk associated with the related
loan receivable that is security to the loan.

OFF-BALANCE SHEET ARRANGEMENTS

The Company has no off-balance sheet arrangements.
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RELATED PARTY TRANSACTIONS

Related party transactions are all in the normal course of business with individuals (as well as their family
members or entities they control) who are related to the Company either as key management personnel or
a member of the board of directors. Any such transactions are in the normal course of operations and are
measured at market based on exchange amounts.

The Company has loaned funds (loans receivable) on a secured basis to companies whereby an officer of the
Company is also a significant shareholder and/or director. Of the total Loans Receivable of $126,220,351,
$66,017,496 was receivable from a related party.

The Financial Statements include related party note disclosure detailing the nature of transactions, the
following chart is a summary:

2022 2021 Relationship

Interest expense paid 4,438 16,208
Directors, officers and corporations controlled
by/family members of directors/officers

Accounts payable 86,645 586 Director/Officers

Rent expense paid 19,832 9,942
Corporation controlled by family member of
management

Investment in Limited Partnerships 5,010,269 4,824,909
Directors, officers and corporations controlled
by/family members of directors/officers

Loans receivable from related parties 66,017,496 48,398,641
Company officer has an ownership interest in
investee of the Company

Fees recognized from related parties 233,822 0
Company officer has an ownership interest in
investee of the Company

OUTLOOK

The Company has had significant growth in loans disbursed, both organically and through acquisition over
the last year. To support growth, the Company anticipates further utilization of debt facilities as well as
growth through its launch of  TIMIA LP III.

The Company develops, raises and manages funds focused private credit strategies that generate attractive
risk-adjusted returns with loan structures that limit credit losses. The Company intends to continue funding
investment opportunities through special purpose vehicles, such as Limited Partnerships, that are funded by
institutional and accredited investors. The Company identifies opportunities with healthy financial outlooks
and proven records of growth. The Company invests heavily in its origination platform to source and evaluate
potential additional to the portfolio. This scalable technology-forward approach allows for growth in the
portfolio in a cost efficient manner, an approach management believes is unmatched by its current
competitors.

SUBSEQUENT EVENTS

On August 16, 2022, the Company announced that it has entered into a definitive share purchase
agreement to acquire Brightpath Capital Corporation, Brightpath Servicing as well as certain holding
corporations, collectively (collectively, “Brightpath”). Brightpath is one of Canada’s leading private providers
of residential mortgages focused on Ontario and British Columbia. The purchase price of the acquisition is
$30,500,000 comprising a combination of 31,250,000 common shares (at a deemed price of $0.40 per
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common share) and 18,000,000 series A preferred shares (at a deemed value of $1.00 per preferred share). In
connection with the closing, the Company granted a total of 5,300,000 performance share units (PSUs) and
900,000 stock options. One of the shareholders of Brightpath is on the Board of Directors of the Company.
As the transaction was recently completed, the initial accounting for the acquisition, including allocation of
the purchase price to the net assets acquired and liabilities assumed, has not been completed.

Due diligence and legal negotiations continue in respect of the Letter of Intent announced on May 12, 2022,
that disclosed the Company’s agreement to acquire approximately 77% of a Canadian-based leading
provider of specialty finance lending company, for a purchase price of approximately $9,240,000. The total
common share valuation of the specialty finance company is $12,000,000.

FINANCIAL INSTRUMENTS AND RISK

Financial instruments

The following table summarizes information regarding the carrying values and classification of the
Company’s financial instruments as of the periods ended June 30, 2022 and December 31, 2021:

June 30, 3022 December 31, 2021

Cash & restricted cash - FVTPL $ 3,448,711 $ 9,758,032

Accounts receivable - amortized cost 803,104 687,596

Loans receivable - amortized cost 126,220,352 106,117,801

Equity investments - FVTPL 1,283,618 1,333,618

Forward contract receivable - FVTPL 0 290,500

Accounts payable - amortized cost 2,956,664 5,674,751

Loans payable (Note 13) - amortized cost 27,597,744 26,810,891

Loans payable (Note 13) - FVTPL 56,500,000 41,000,000

Revolving credit facilities - amortized cost 0 4,485,129

Debentures & co-investment obligations - amortized
cost 19,082 1,468,518

Non-controlling interests - amortized cost 33,766,750 30,513,576

The estimated fair values of cash and accounts payable approximate their respective carrying values due to
their nature and short terms to maturity. Equity investments and forward contract receivable are carried at
their fair value. Loans receivable, accounts receivable, co-investment obligations, revolving credit facility, and
debentures are carried at amortized cost. Loans payable are split between amortized cost and FVTPL.

The fair value measurements use a fair value hierarchy that reflects the significance of the inputs used in
making the measurements. The fair value hierarchy has the following levels:

(a) Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);
(b) Inputs other than quoted prices included within Level 1 that are observable for the asset or

liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2); and
(a) Inputs for the asset or liability that are not based on observable market data (that is, unobservable

inputs) (Level 3).
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The level in the fair value hierarchy within which the fair value measurement is categorized in its entirety is
determined on the basis of the lowest level input that is significant to the fair value measurement in its
entirety. For this purpose, the significance of an input is assessed against the fair value measurement in its
entirety. If a fair value measurement uses observable inputs that require significant adjustment based on
unobservable inputs, that measurement is a Level 3 measurement. Assessing the significance of a particular
input to the fair value measurement in its entirety requires judgment, considering factors specific to the
asset or liability.

The following table presents the Company’s financial instruments, measured at fair value on the
consolidated statements of financial position and categorized into levels of the fair value hierarchy:

There were no transfers from Level 1 to 2 or Level 2 to 1 during the period.

Balance at
June 30, 2022

Quoted Prices
in Active

Markets for
Identical

Assets (Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Cash 3,448,711 3,448,711 - -

Equity investments 1,283,618 35,715 - 1,247,903

The investment operations of the Company’s business involve the purchase and sale of securities, and
accordingly, a portion of the Company’s assets are currently comprised of financial instruments. The use of
financial instruments can expose the Company to several risks, a discussion of which is provided below.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.
The Company maintains sufficient cash balances to meet current working capital requirements. The
Company is dependent on obtaining regular financings in order to continue as a going concern. Despite
previous success in acquiring these financings, there is no guarantee of obtaining future financings. The
Company's cash consists of cash deposited in business accounts held by high credit quality financial
institutions.

Carrying Contractual Within 1 Within 2 Within 5

amount cash flows year years years

$ $ $ $ $

Accounts payable 2,956,664 2,956,664 2,956,664 - -

Loans payable 84,097,744 84,097,744 84,097,744 -

Non-controlling interests 33,766,750 33,766,750 4,702,748 9,486,363 19,577,640

Debentures & Co-investment
obligations

19,082 19,082 19,082 - -

Total 120,840,240 120,840,240 91,776,238 9,486,363 19,577,640

Cash flows relating to non-controlling interests are based on expected cash flows. The Company is obligated
to return the net assets attributable to limited partners at the end of each partnership agreement. Timing
in the above table is based on estimated cash flows and expected maturities of the investments held.
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Foreign exchange risk

The Company’s foreign exchange risk is due to the Company’s loan investments totaling US$30,592,414
which are currently valued at $39,421,385.

The Company also consolidates two limited partnerships which operate with a functional currency of US
dollars. Changes in US and Canadian dollar exchange rates will give rise to foreign currency translation
adjustments that may have a material impact on the other comprehensive income recognized by the
Company. A 10% movement in the US dollar exchange rate would increase/decrease the accumulated other
comprehensive translation adjustment on the consolidated statement of financial position by $609,436.

Interest rate risk

The Company’s exposure to interest rate risk arises from the interest rate impact on its cash. The Company’s
practice has been to invest cash at floating rates of interest in order to maintain liquidity, while achieving a
satisfactory return for shareholders. The recent increase in prime lending rates has caused an increase in
interest expense for the Company.

If the current prime interest rate had been in effect for the first half of the year the impact to common
shareholders would have been an increase in interest expense by approximately $35,000 (2% of total interest
expense for the period). Every further increase of 50 basis points in the prime interest rate would have
increased interest expense by approximately $20,000 (1% of interest expense for the period).

Market risk

Market risk is the risk that the fair value of, or future cash flows from the Company’s financial instruments
will significantly fluctuate due to changes in market prices. The value of financial instruments can be
affected by changes in interest rates, foreign exchange rates, and equity prices. The Company is exposed to
market risk in trading its investments and unfavourable market conditions could result in dispositions of
investments at less than favourable prices. Additionally, the Company adjusts its investments to fair value at
the end of each reporting period. This process could result in significant write-downs of the Company’s
investments over one or more reporting periods, particularly during periods of overall market instability,
which could have a significant unfavourable effect on the Company’s financial position.

The Company manages market risk by having a portfolio of investments not singularly exposed to any one
issuer; however, its investment activities are currently concentrated primarily in the technology and energy
sectors. The Company also manages its market risk by reviewing commodity prices, individual equity
movements, and the stock market to determine the appropriate course of action to be taken by the
Company.

Credit risk

Credit risk is the risk of potential loss to the Company if the counterparty to a financial instrument fails to
meet its contractual obligations. The Company's credit risk is primarily attributable to its cash and loan
receivables. The Company limits exposure to credit risk by maintaining its cash with financial institutions.
Deposits held with these institutions may exceed the amount of insurance provided on such deposits. The
Company’s maximum exposure to credit risk at the reporting date is the carrying value of cash, restricted
cash, accounts receivable, forward contract and loans receivable.

Credit risk measurement

In monitoring credit risk, the Company performs ongoing credit evaluations of its investees’ financial
condition. The evaluation considers delinquency trends, sales volumes and the investee’s ability to maintain
its financial condition. In accordance with IFRS 9, the Company calculates an expected credit loss as
outlined below.
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Expected credit loss measurement

IFRS 9 outlines a ‘three-stage’ model for impairment based on changes in credit quality since initial
recognition as summarized below:

● A financial instrument that is not credit-impaired on initial recognition is classified in ‘Stage 1’ and
has its credit risk continuously monitored by the Company.

● If a significant increase in credit risk (‘SICR’) since initial recognition is identified, the financial
instrument is moved to ‘Stage 2’ but is not yet deemed to be credit-impaired.

● If the financial instrument is credit-impaired, the financial instrument is then moved to ‘Stage 3’.
● Financial instruments in Stage 1 have their ECL measured at an amount equal to the portion of

lifetime expected credit losses that result from default events possible within the next 12 months.
Instruments in Stages 2 or 3 have their ECL measured based on expected credit losses on a lifetime
basis.

The following diagram summarizes the impairment requirements under IFRS 9:

The Company assigns each loan in the portfolio to a credit quality stage of Stage 1, Stage 2 or Stage 3. This
credit quality staging is then used to calculate the lifetime ECL. The lifetime ECL is the maximum loss in
default adjusted for the probability of loss. At each reporting period, the ECL is calculated for each loan
receivable. The Company periodically reviews the ECL model to determine if industry trends or
macro-economic factors have changed, causing a need to adjust the ECL model. The expected credit loss
recorded in the consolidated statement of net income (loss) is a recovery of $196,337 for the 6 months
ended June 30, 2022 and the expected credit loss accrued on the consolidated statement of financial
position is $690,161 as at June 30, 2022.

Significant increase in credit risk (SICR)

The Company considers a financial instrument to have experienced a SICR when one or more of the
following quantitative or qualitative criteria have been met:

● The investment is more than 30 days but less than 90 days in arrears on its contractual payment
obligations;

● The Company’s management believes the cash resources available to the investment may not be
sufficient to meet ongoing needs; or

● The investment has significantly underperformed with respect to revenue growth and expense
control.

A loan is considered to be in stage 3 if:
● The borrower is 90 days past due on contractual payments;
● The borrower is in long-term forbearance;
● The borrower is insolvent; or
● The borrower is in material breach of financial covenants.

Expected credit loss model

The Company determines the lifetime expected credit loss to be the maximum loss in a default adjusted for
the probability of loss. At each reporting period, the ECL is calculated for each loan receivable. The17



maximum default loss is a function of the relative exposure of the Company to a particular investment. The
Company assesses this as a ratio of the enterprise value of the underlying entity to the amortized loan
balance. Based on this ratio, the Company assigns the loan receivable to a maximum default loss band.
Each band has a loss percentage based on historic experience.

The probability of default represents the likelihood that the borrower defaults on its financial obligation. As
such it is dependent on the stage of the investment at the measurement date. An investment in stage 3 is
in default by definition so the likelihood of default is 100%. Stage 1 and stage 2 credits are assigned default
probabilities based on historic experience and an assessment of forward looking macro-economic trends. If
Company management determines that a segment of the portfolio is facing macro-economic trends that
differ from other investments in the portfolio, the probability of default will be adjusted accordingly for that
segment.

The Company reviews the stage of each loan receivable and recalculates the ECL every reporting period.
Changes to the ECL are recognized on the consolidated statement of income (loss) in the period of the
change.

Credit risk exposure

The Company’s credit risk exposure by ECL staging is included in a table in Note 3 Loans receivable of the
Financial Statements.

MANAGEMENT OF CAPITAL

The Company’s objectives when managing capital are to: a) identify and to invest in investments with
strong cash-flow and long-term growth potential; b) to maintain financial strength, to protect its ability to
meet its ongoing liabilities and to continue as a going concern and maintain creditworthiness; c) maximize
returns for shareholders over the long-term. If the Company does not receive sufficient cash flows from its
activities, it may have to undertake a private placement to cover its cash outflows.

The Company is subject to certain restrictions on its assets as described in Notes 9, 10, 12 and 13. The
Company’s share capital is not subject to external restrictions. The capital of the Company comprises
shareholders’ equity, Limited Partnership capital, note payable, revolving credit facility, debentures and
co-investment obligations.

The Company manages and adjusts the capital structure in light of changes in economic conditions and
the risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Company
may attempt to issue new shares or dispose of assets.

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The Company’s management is responsible for establishing and maintaining adequate internal control over
financial reporting. Any system of internal control over financial reporting, no matter how well designed, has
inherent limitations. Therefore, even those systems determined to be effective can provide only reasonable
assurance with respect to financial statement preparation and presentation.

In compliance with the requirements of National Instrument 52-109, Certification of Disclosure in Issuers’
Annual and Interim Filings, the Certifying Officers have reviewed and certified the Financial Statements for
the three and six month period ended June 30, 2022 and the three and six month period ended May 31, 2021,
together with other financial information included in the Company’s interim securities filings. The Certifying
Officers have also certified that disclosure controls and procedures have been designed to provide
reasonable assurance that material information relating to the Company is made known within the
Company and that they operated effectively during the year.
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OUTSTANDING SHARE DATA

As of June 30, 2022, the Company had 59,877,006 common shares outstanding, 10,485,994 preferred shares
outstanding, 5,225,000 stock options, 600,000 restricted stock units and 2,511,681 share purchase warrants
outstanding. As of the date of this MD&A, the Company had 91,127,006 common shares outstanding,
28,485,994 preferred shares outstanding, 6,125,000 stock options, 600,000 restricted stock units, 5,300,000
performance share units and 2,511,681 share purchase warrants outstanding.

ON BEHALF OF THE BOARD:

“Michael Walkinshaw”
Chief Executive Officer
MONFORT CAPITAL CORP.
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