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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING 
 
The accompanying consolidated financial statements of Tempus Capital Inc. were prepared by 
management in accordance with International Financial Reporting Standards. Management 
acknowledges responsibility for the preparation and presentation of the consolidated financial 
statements, including responsibility for significant accounting judgments and estimates and the choice 
of accounting principles and methods that are appropriate to the Company’s circumstances. 
 
Management has established processes, which are in place to provide them sufficient knowledge to 
support management representations that they have exercised reasonable diligence that (i) the 
consolidated financial statements do not contain any untrue statement of material fact or omit to state 
a material fact required to be stated or that is necessary to make a statement not misleading in light of 
the circumstances under which it is made, as of the date of and for the periods presented by the 
consolidated financial statements and (ii) the consolidated financial statements fairly present in all 
material respects the financial condition, results of operations and cash flows of the Company, as of the 
date of and for the periods presented by the financial statements. 
 
The Board of Directors is responsible for reviewing and approving the consolidated financial statements 
together with other financial information of the Company and for ensuring that management fulfills its 
financial reporting responsibilities. An Audit Committee assists the Board of Directors in fulfilling this 
responsibility. The Audit Committee meets with management to review the financial reporting process 
and the consolidated financial statements together with other financial information of the Company. 
The Audit Committee reports its findings to the Board of Directors for its consideration in approving the 
consolidated financial statements together with other financial information of the Company for issuance 
to the shareholders. 
 
Management recognizes its responsibility for conducting the Company’s affairs in compliance with 
established financial standards, and applicable laws and regulations, and for maintaining proper 
standards of conduct for its activities. 
 
 
 
 
/s/ Russell Tanz                                      /s/ Brian Crawford                                   
Russell Tanz, Chief Executive Officer   Brian Crawford, Chief Financial Officer 
 
 
 
Burlington, Ontario 
April 26, 2019 
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INDEPENDENT AUDITOR’S REPORT 

To the shareholders of 

Tempus Capital Inc. 

Opinion 

We have audited the consolidated financial statements of Tempus Capital Inc. (“the Company”), which comprise the 

consolidated statements of financial position as at December 31, 2018 and 2017, and the consolidated statements of 

comprehensive income, consolidated statements of changes in equity and consolidated statements of cash flows for 

the year then ended, and notes to the consolidated financial statements, including a summary of significant 

accounting policies.  

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the 

consolidated financial position of Tempus Capital Inc. as at December 31, 2018 and 2017, and its consolidated 

financial performance and its consolidated cash flows for the year then ended in accordance with International 

Financial Reporting Standards (IFRSs).  

Basis for Opinion 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities 

under those standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated 

Financial Statements section of our report. We are independent of the Company in accordance with the ethical 

requirements that are relevant to our audit of the consolidated financial statements in Canada, and we have fulfilled 

our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have 

obtained is sufficient and appropriate to provide a basis for our opinion.  

Information Other than the Consolidated Financial Statements and Auditor’s Report Thereon  

Management is responsible for the other information. The other information comprises the Management’s Discussion 

and Analysis but does not include the consolidated financial statements and our auditor's report thereon. 

Our opinion on the consolidated financial statements does not cover the other information and we do not express any 

form of assurance conclusion thereon. 

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information 

and, in doing so, consider whether the other information is materially inconsistent with the consolidated financial 

statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.  

If, based on the work we have performed, we conclude that there is a material misstatement of this other information, 

we are required to report that fact. We have nothing to report in this regard. 

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial 

Statements   

Management is responsible for the preparation and fair presentation of the consolidated financial statements in 

accordance with International Financial Reporting Standards (IFRSs), and for such internal control as management 

determines is necessary to enable the preparation of consolidated financial statements that are free from material 

misstatement, whether due to fraud or error. 

In preparing the consolidated financial statements, management is responsible for assessing the Company’s ability to 

continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern 

basis of accounting unless management either intends to liquidate the Company or to cease operations, or has no 

realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company’s financial reporting process.  
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements  

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole 

are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 

opinion.  Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 

accordance with Canadian generally accepted auditing standards will always detect a material misstatement when it 

exists.  Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, 

they could reasonably be expected to influence the economic decisions of users taken on the basis of these 

consolidated financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional 

judgment and maintain professional skepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to 

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is 

sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement 

resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional 

omissions, misrepresentations, or the override of internal control. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 

Company’s internal control.   

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 

related disclosures made by management. 

 Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on 

the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast 

significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material 

uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures in the 

consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions 

are based on the audit evidence obtained up to the date of our auditor's report. However, future events or 

conditions may cause the Company to cease to continue as a going concern. 

 Evaluate the overall presentation, structure and content of the consolidated financial statements, including the 

disclosures, and whether the consolidated financial statements represent the underlying transactions and events 

in a manner that achieves fair presentation. 

We communicate with those charged with governance regarding, among other matters, the planned scope and timing 

of the audit and significant audit findings, including any significant deficiencies in internal control that we identify 

during our audit. 

The engagement partner on the audit resulting in this independent auditor's report is Jeremy Jagt.  

 

 

 

 

 

Mississauga, Canada 

April 26, 2019 

Chartered Professional Accountants 

Licensed Public Accountants 
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TEMPUS CAPITAL INC. 
Consolidated Statements of Financial Position  
(Expressed in Canadian dollars) 
 

As at December 31                                        Note           2018                     2017
                   

Assets 
   

Non-current assets     
Investment properties 
Tenant allowances 

[5] $    11,903,708        
2,083 

$    11,879,748 
              17,083 

                                               11,905,791 11,896,831 

Current assets    
Sundry receivables   [6] 63,729 18,722 
Tenant allowances  15,000 15,000 
Prepaid expenses and deposits   
Cash                                      

[7] 
 

94,442 
               - 

            48,311                        
              36,424 

  173,171             118,457 

Total assets  $    12,078,962 $    12,015,288        

 
Equity and Liabilities  
Equity  
 Share capital                                                                

 
 

[10] 

 
 

$      2,827,687                

 
 

$      2,827,687 
 Contributed surplus 
 Retained earnings                             

[10] 
 

37,007   
       1,146,799 

              37,007 
         1,120,662 

 Total equity  4,011,493 3,985,356 

 
Non-current liabilities 
Mortgages payable   
Tenant deposits 
Deferred income taxes 

 
 

[8] 
 

[16] 

  
 

 6,021,929     
  45,640 
444,837 

  
 

6,046,808  
56,800 

            408,837 

                                                                                        6,512,406 6,512,445 

Current liabilities 
Mortgages payable 

 
[8] 

 
1,308,193 

 
1,351,075        

Promissory notes payable [9] 12,107 34,862 

Accounts payable and accrued liabilities  234,763 131,550 

  1,555,063 1,517,487 

Total liabilities  8,067,469 8,029,932 

Total equity and liabilities   $    12,078,962 $    12,015,288 

 
 Approved on behalf of the Board  
 
 “Russell Tanz”      “Brian Crawford”    
Russell Tanz - Director     Brian Crawford - Director 

 
 

See accompanying notes to the consolidated financial statements 
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TEMPUS CAPITAL INC. 
Consolidated Statements of Operations and Comprehensive Income  
(Expressed in Canadian dollars) 
  

Years Ended December 31                                      Note           2018                     2017
                   

  
Rental revenue [12] $      1,002,226 $          866,943 

 
Property operating costs 

 
 

 
337,298 

           
 231,075 

Net rental income  664,928 635,868                                  

    Expenses    
Interest expense   [13] 418,274 367,519 
General and administrative                                                                           [14] 142,418 126,237                  
Professional fees      [15]           42,099 47,644 
Share-based compensation                  -                 9,507  

  602,791 550,907 

Income before fair value gain              62,137  84,961 
Fair value gain – investment properties [5]                      -               180,000 

Income before income taxes  62,137           246,961 
Deferred tax (expense) [16] (36,000)                  (70,000) 

Net income and comprehensive income    $          26,137 $          194,961                            

Basic earnings per share          [17] $                0.00 $                0.01 

Diluted earnings per share            [17] $                0.00 $                0.01 

 

 

 

 

 

 

 

 

 

 

 

 

See accompanying notes to the consolidated financial statements 
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TEMPUS CAPITAL INC. 
Consolidated Statements of Cash Flows 
(Expressed in Canadian dollars) 

Years Ended December 31                                                   Note                       2018                     2017 
                   

CASH FLOWS PROVIDED BY (USED IN) 
OPERATING ACTIVITIES 

 
 

 

Net income for the year 
Items not affecting cash 

 
 

$          26,137     $         194,961  

Deferred income taxes  
Fair value gain     
Financing costs    
Share-based compensation                                                                                    

[17] 
[5] 

 

              36,000 
           - 

71,086 
             - 

70,000      
 (180,000) 

44,750 
              9,507                       

Accretion on discounted promissory note [9] 1,743                3,969        
 Changes in non-cash working capital    

Sundry receivables  (45,007) (857) 
              Amortization of Tenant allowances  15,000 15,000 
              Prepaid expenses and deposits  (46,131) (15,779) 

Tenant deposits   (11,160) 17,597 
Accounts payable and accrued liabilities  103,213  (150,641) 

Net cash provided from Operating activities  150,881 8,507 

FINANCING ACTIVITIES  
       Proceeds from issuance of promissory notes            - 490,000 

Repayment of promissory note  (24,498)            (24,498) 
Proceeds from mortgage financing  4,450,000 2,100,000 
Mortgage repayments   (4,454,280) (829,351) 

       Increase in deferred financing costs  (134,567) (59,327) 

Net cash provided from Financing activities  (163,345) 1,676,824                

INVESTING ACTIVITIES    
Additions to investment properties [5] (23,960)       (1,651,081) 

Net cash used in Investing activities  (23,960)                       (1,651,081)                             

(Decrease) increase in cash for the period  (36,424) 34,250 
    
Cash, beginning of period  36,424 2,174 

    
Cash, end of period                                                               $               - $           36,424 

    
Supplemental cash flow information (Note 18) 

 

 

 

See accompanying notes to the consolidated financial statements 
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TEMPUS CAPITAL INC. 
Consolidated Statements of Changes in Equity 
(Expressed in Canadian dollars) 

 
Share Capital 

    Retained  Total 
 Number of   Contributed  Earnings Shareholders' 
 Shares Amount Surplus (Deficit) Equity 

At December 31, 2016 24,571,878 $ 2,137,762 $        27,500 $      925,701      $       3,090,963 
      
Common shares issued for debt  5,307,115 689,925     -      -             689,925 
Share-based compensation             9,507                 9,507 
Net income for the year       -       - 194,961 194,961 

At December 31, 2017 29,878,993 2,827,687 37,007 1,120,662  3,985,356 
      
Net income for the year                                                                              -      -       - 26,137                    26,137 

      
At December 31, 2018 29,878,993 $ 2,827,687     $        37,007 $ 1,146,799     $       4,011,493      

 
    

 

                 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

See accompanying notes to the consolidated financial statements 



TEMPUS CAPITAL INC. 
Notes to the Consolidated Financial Statements 
For the years ended December 31, 2018 and 2017 
(Expressed in Canadian Dollars) 
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1. NATURE OF OPERATIONS   
 

Tempus Capital Inc. (“Tempus” or the “Company”) was incorporated on February 16, 2011 pursuant to the 
provisions of the Business Corporations Act (Ontario).     
 
The Company is a reporting issuer in Ontario, Alberta and British Columbia but as at December 31, 2018 
and December 31, 2017, its shares were not listed on an exchange or trading platform. On February 27, 
2019, the shares of the Company were listed on the Canadian Securities Exchange. 
 
The registered and operating office of the Company is 855 Brant Street, Burlington, Ontario L7R 2J6.  
 
The Company’s business activities is the ownership of commercial and mixed use properties to generate 
growing cash flows and stable and sustaining returns. 
 
Statement of Compliance 

These consolidated financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).  These 
consolidated financial statements have been prepared using the accounting policies in Note 2. 
 
These consolidated financial statements of the Company were approved and authorized for issue by the 
Board of Directors on April 26, 2019. 
 

2. SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Presentation 
 
The consolidated financial statements of the Company include the accounts of the Company and its 
wholly owned subsidiaries 2335501 Ontario Inc., 2443578 Ontario Ltd., 2590197 Ontario Inc., and 
Tempus Capital LLC.  The consolidated financial statements have been prepared on a historical cost 
basis, except for investment properties that have been measured at fair value. Historical cost is 
generally based on the fair value of the consideration given in exchange for assets. The consolidated 
financial statements have been prepared on a going concern basis and are presented in Canadian 
dollars, which is Tempus’ functional currency. Standards and guidelines not effective for the current 
accounting period are described in Note 4. 

 
Basis of Consolidation 
 
Subsidiaries 
  
The consolidated financial statements comprise the assets and liabilities of all subsidiaries and the 
results of all subsidiaries for the financial period. Tempus and its subsidiaries are collectively referred to 
as Tempus in these consolidated annual financial statements.  
 
 
 
 



TEMPUS CAPITAL INC. 
Notes to the Consolidated Financial Statements 
For the years ended December 31, 2018 and 2017 
(Expressed in Canadian Dollars) 
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2. SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Subsidiaries are entities controlled by Tempus. The financial results of subsidiaries are included in the 
consolidated financial statements from the date that control commences until the date that control 
ceases. All significant intercompany balances and transactions are eliminated upon consolidation. 
 
In its evaluation, Management considers whether Tempus controls the entity by virtue of the following 
circumstances: 

 
 a)  Power over more than half of the voting rights by virtue of an agreement with other  
  investors; 

 b)  Power to govern the financial and operating policies of the entity under a statute or an  
  agreement; 

 c)  Power to appoint or remove the majority of the members of the board of directors or  
  equivalent governing body and control of the entity is by that board or body; and 

 d)  Power to cast the majority of votes at meetings of the board of directors or equivalent  
  governing body and control of the entity is by that board or body. 

 
A change in the ownership interest of a subsidiary, without a change of control, is accounted for as an 
equity transaction.  

 
Property Asset Acquisitions 
 
At the time of acquisition of a property or a portfolio of investment properties, the Company evaluates 
whether the acquisition is a business combination or asset acquisition. IFRS 3, Business Combinations 
(“IFRS 3”) is only applicable if it is considered that a business has been acquired. A business according to 
IFRS 3 is defined as an integrated set of activities and assets conducted and managed for the purpose of 
providing a return to investors or lower costs or other economic benefits directly and proportionately to 
the Company. When determining whether the acquisition of an investment property or a portfolio of 
investment properties is a business combination or an asset acquisition, the Company applies judgment 
when determining whether an integrated set of activities is acquired in addition to the property or 
portfolio of properties. The basis of this judgmental assessment is set out in Note 3. 
 
When an acquisition does not represent a business as defined under IFRS 3, the Company classifies 
these properties or a portfolio of properties as an asset acquisition. Identifiable assets acquired and 
liabilities assumed in an asset acquisition are measured initially at their relative fair values at the 
acquisition date, except for financial instruments which are recognized initially at fair value. Acquisition-
related transaction costs are capitalized to the property. 
 
All of Tempus’ acquisitions have been classified as asset acquisitions. 

 
 
 
 
 
 



TEMPUS CAPITAL INC. 
Notes to the Consolidated Financial Statements 
For the years ended December 31, 2018 and 2017 
(Expressed in Canadian Dollars) 
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2. SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Investment Properties 
 
Investment properties are held to earn rental income or for capital appreciation, or both. A key 
characteristic of an investment property is that it generates cash flows largely independently of the other 
assets held by an entity. Investment properties are initially measured at cost including transaction costs. 
Transaction costs include various professional fees, land transfer tax and initial leasing commissions to 
bring the property up to the condition necessary for it to be capable of operating. Subsequent to initial 
recognition, investment properties are recorded at fair value and related gains or losses arising from 
changes in fair value are recognized in net comprehensive income in the period of change. The  
determination of fair value is based upon, among other things, rental revenue from current leases and 
reasonable and supportable assumptions that represent what knowledgeable, willing parties would 
assume about rental revenue from future leases in light of current conditions, less future cash outflows in 
respect of tenant installation costs and income property operations. 
 
An investment property is derecognized when it has been disposed of or permanently withdrawn from use 
and no future economic benefit is expected from its disposal. Any gains or losses on the retirement or 
disposal of an investment property are recognized in the consolidated statement of operations and 
comprehensive loss in the period of retirement or disposal. Gains or losses on the disposal of an 
investment property are determined as the difference between the net disposal proceeds and the carrying 
value of the asset on the date of disposal. 
 
All property operating expenses in the consolidated statements of operations and comprehensive income 
pertain to properties which earn rental income. 
 
Revenue Recognition 

In May 2014, the IASB issued IFRS 15, a single comprehensive model to account for revenue arising from 
contracts with customers. The objective of IFRS 15 is to establish the principles that an entity shall apply 
to report useful information to users of financial statements about the nature, amount, timing and 
uncertainty of revenue and cash flows arising from a contract with a customer. The core principle of the 
standard is that an entity will recognize revenue to depict the transfer of promised goods or services to 
customers in an amount that reflects consideration to which the entity expects to be entitled in 
exchange for those goods and services. The standard has a mandatory effective date for annual periods 
beginning on or after January 1, 2018. The Company adopted the standard on January 1, 2018 and 
applied the requirements of the standard retrospectively.  

 
IFRS 15 does not apply to lease contracts within the scope of International Accounting Standards 17, 
"Leases". As such, the Company continues to use the straight-line method of base rental revenue 
recognition whereby the total of cash rents due over the term of a lease is recognized evenly over that 
term.  Accordingly an accrued rent receivable is recorded for the difference between the straight-line 
rent adjustments recorded as revenue and the rent that is contractually due from the tenants.  This 
accrued rent receivable is included in investment properties. 



TEMPUS CAPITAL INC. 
Notes to the Consolidated Financial Statements 
For the years ended December 31, 2018 and 2017 
(Expressed in Canadian Dollars) 
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2. SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Other rental revenues included in the leases such as parking revenues, storage revenues, signage 
revenues and lease termination fees are recognized as revenue during the period in which the services 
are performed and collectability is reasonably assured. 

 
Service components within the Company's lease arrangements fall within the scope of IFRS 15, 
specifically the recoveries of operating costs and property taxes. The Company recognizes recoveries 
revenues in the period in which the corresponding services are performed and collectability is 
reasonably assured.   

 
Upon adoption of this standard, the pattern of revenue recognition remains unchanged and the impact 
on the financial statements is limited. 
 
Revenue is recognized to the extent that it is probable that the economic benefits will flow to the 
Company and the revenue can be reliably measured. Revenue is measured at the fair value of the 
consideration received. 
 
The Company accounts for leases with its tenants as operating leases as the Company has not transferred 
substantially all of the benefits and risks of ownership of its investment properties. Rental revenue 
includes all amounts earned from tenants related to lease agreements including property tax and 
operating cost recoveries. 
 
Amounts payable by tenants to terminate their lease prior to their contractual expiry date are included in 
rental revenue. 
 
Initial direct costs incurred in negotiating an operating lease are added to the carrying amount of the 
leased asset. Tenant incentives are recognized as a reduction of rental revenue on a straight-line basis over 
the term of the lease. The lease term is the non-cancellable period of the lease. 

 
Tenant Allowances 
 
Tenant allowances or incentives such as cash, rent-free periods and move-in allowances may be 
provided to lessees to enter into a lease. These incentives are capitalized and amortized on a straight-
line basis over the term of the lease as a reduction of rental revenue. 
 
Impairment of Assets 
 
At the end of each reporting period, assets, other than those identified in the standards as not being 
applicable to IAS 36 – Impairment of Assets, such as investment properties recorded at fair value, are 
assessed for any indication of impairment. Should any indication of impairment exist, the recoverable 
amount of the asset is estimated in order to determine the extent of the impairment loss (if any). For 
impairment assessment purposes, assets are grouped at the lowest levels for which there are largely 
independent cash inflows (cash generating units). As a result, some assets are tested individually for  



TEMPUS CAPITAL INC. 
Notes to the Consolidated Financial Statements 
For the years ended December 31, 2018 and 2017 
(Expressed in Canadian Dollars) 
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2. SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
impairment and some are tested at cash‐generating unit level. Where a reasonable and consistent basis 
of allocation can be identified, corporate assets are also allocated to individual cash‐generating units, or 
otherwise they are allocated to the smallest group of cash‐generating units for which a reasonable and 
consistent allocation basis can be identified. 
 
Recoverable amount is defined as the higher of an asset’s “fair value less cost to sell” and its 
“value‐in‐use”. In assessing value‐in‐use, the estimated future cash flows are discounted to their 
present value using a pre‐tax discount rate that reflects current market assessments of the time value of 
money and the risks specific to the asset for which the estimate of future cash flows have not been 
adjusted. 
 
Where the carrying amount of an asset exceeds the recoverable amount determined, an impairment 
loss is recognized in the consolidated statement of operations and comprehensive loss. After the 
recognition of an impairment loss, the depreciation charge related to that asset is also revised for the 
adjusted carrying amount on a systematic basis over the remaining useful life of the asset. Should this 
impairment loss be determined to have reversed in a future period a reversal of the impairment loss is 
recorded in profit or loss. However, the reversal of an impairment loss will not increase the carrying 
amount that would have been determined (net of amortization) had no impairment loss been 
recognized. 

 
Leases 
 
The determination of whether an arrangement is, or contains, a lease is based on the substance of the 
arrangement at inception date, whether fulfilment of the arrangement is dependent on the use of a 
specific asset or assets or the arrangement conveys a right to use the asset, even if that right is not 
explicitly specified in an arrangement. 

 
Finance leases, which transfer to the Company substantially all the risks and benefits incidental to 
ownership of the leased item, are capitalized at the inception of the lease at the fair value of the leased 
item or, if lower, at the present value of the minimum lease payments. Lease payments are apportioned 
between the finance charges and the reduction of the lease liability so as to achieve a constant rate of 
interest on the remaining balance of the liability. Finance charges are charged to the income statement 
as they arise. 
 
Other leases are classified as operating leases. Operating lease payments are recognised as an expense 
in the income statement on a straight‐line basis over the lease term, except for contingent rental 
payments which are expensed when they arise. 
 
The Company has assessed all leases in which it is the lessor to be operating leases. 

 
Share-Based Payments 

The fair value of share options granted to employees at the date of grant is recognized as an expense 
over the vesting period with a corresponding increase in contributed surplus. An individual is classified 
as an employee when the individual is an employee for legal or tax purposes or provides services similar 
to those performed by a direct employee, including directors of the Company. 



TEMPUS CAPITAL INC. 
Notes to the Consolidated Financial Statements 
For the years ended December 31, 2018 and 2017 
(Expressed in Canadian Dollars) 
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2.     SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
In situations where share options are issued to non-employees and some or all of the goods or services 
received by the Company as consideration cannot be specifically identified, the unidentified goods or 
services received (or to be received) are measured as the difference between the fair value of the share-
based payment transaction and the fair value of any identified goods or services received at the grant 
date. The identified goods and services received for options granted are measured at the value of the 
services provided in exchange for the option issued. 
 
The fair value is measured at the grant date and recognized over the period during which the options 
vest and is adjusted for estimated forfeitures. The fair value of the options granted is measured using 
the Black-Scholes option-pricing model, taking into account the terms and conditions upon which the 
options were granted. At the end of each reporting period, the amount recognized as an expense is 
adjusted to reflect the actual number of share options that are expected to vest. Stock option expense 
incorporates an expected forfeiture rate. 
 
All equity settled share-based payments are reflected in contributed surplus, until exercised. Upon 
exercise, shares are issued from treasury and the amount reflected in contributed surplus is credited to 
share capital, adjusted for any consideration paid. For share options which expire unexercised, the 
corresponding amount in contributed surplus is transferred to retained earnings. There is no adjustment 
to past compensation expense. Compensation related to forfeited share options is reversed on the 
forfeiture date provided the options have not vested.  

 
Segment Disclosure 

Tempus owns and operates commercial and residential real estate assets located in Canada.  
 
Management, in measuring performance or making operating decisions, does not distinguish or group 
its operations on a geographical or other basis. Accordingly, Tempus has a single reportable segment for 
disclosure purposes. 

 
Income Taxes 

Income tax expense comprises current and deferred tax. Income tax expense is recognized in earnings 
except to the extent that it relates to items recognized directly in equity, in which case it is recognized in 
equity. 
 
Current tax is the expected tax payable (or receivable) on the taxable income (or loss) for the year, using 
tax rates enacted or substantially enacted at the reporting date, and any adjustments to tax payable in 
respect of previous years.  
 
Deferred tax is recognized by providing for temporary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. 
Deferred tax is not recognized on the initial recognition of assets and liabilities in a transaction that is 
not a business combination. In addition, deferred tax is not recognized for taxable temporary 
differences arising on the initial recognition of goodwill. 
 
Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when 
they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.  



TEMPUS CAPITAL INC. 
Notes to the Consolidated Financial Statements 
For the years ended December 31, 2018 and 2017 
(Expressed in Canadian Dollars) 
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2. SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset, and they 
relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax 
entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and 
liabilities will be realized simultaneously. 

 
A deferred tax asset is recognized to the extent that it is probable that future taxable profits will be 
available against which the temporary difference can be utilized. Deferred tax assets are reviewed at each 
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will 
be realized. For the determination of deferred tax assets and liabilities where investment property is 
measured using the fair value model, the presumption is that the carrying amount of an investment 
property is recovered through sale, as opposed to presuming that the economic benefits of the investment 
property will be substantially consumed through use over time. 
 
Earnings Per Share 

Basic income per share is computed by dividing the net income for the year by the weighted average 
number of common shares outstanding during the year, including contingently issuable shares which are 
included when the conditions necessary for the issuance have been met. Diluted earnings per share is 
calculated in a similar manner, except that the weighted average number of common shares 
outstanding is increased to include potentially issuable common shares from the assumed exercise of 
common share purchase options and warrants, if dilutive. The number of additional shares included in 
the calculation is based on the treasury stock method for options and warrants. Diluted earnings per 
share do not include the effect of potentially issuable common shares if their effect is anti-dilutive. 
 
Financial Instruments  

On January 1, 2018, the Company adopted IFRS 9, 'Financial Instruments'.  This standard replaces IAS 
39, 'Financial Instruments: Recognition and Measurement'.  The adoption of IFRS 9 was applied 
retrospectively, without restatement of comparative information.   

 
IFRS 9 includes a new classification and measurement approach for financial assets and financial 
liabilities, a new credit loss impairment model, and a reformed model for hedge accounting. 
 
Classification and measurement 

 
All financial instruments are required to be measured at fair value on initial recognition.  Subsequent to 
initial recognition, financial assets are categorized and measured based on how the Company manages 
its financial instruments and the characteristics of their contractual cash flows. IFRS 9 contains three 
principal classification categories for financial assets: measured at amortized cost, fair value through 
other comprehensive income and fair value through profit and loss.  The other categories under IAS 39: 
held to maturity, loans and receivables, and available for sale, have been eliminated.  A financial asset is 
measured at amortized cost if it meets both of the following conditions: 

 
i. It is held within a business model whose objective is to hold assets to collect contractual cash flows; 

and 
ii. the contractual terms of the financial asset give rise on specified dates to cash flows that are solely 

payments of principal and interest on the principal amount outstanding. 
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2. SIGNIFICANT ACCOUNTING POLICIES (continued) 

Financial liabilities are classified and measured based on two categories:  amortized cost and fair value 
through profit and loss.  Under IFRS 9, all financial liabilities are classified and subsequently measured at 
amortized cost except in certain specific cases. The Company has no financial liabilities that meet the 
definitions of these specific cases. 

 
The following table summarizes the impact of the adoption of IFRS 9 on the classification of the 
Company’s assets and liabilities:  

 
Financial assets Classification under IAS 39 Classification under IFRS 9 
Receivables Loans and receivables Amortized cost 
Cash and cash equivalents Loans and receivables Amortized cost 

Financial liabilities   

Mortgages payable Other financial liabilities Amortized cost 
Promissory notes Other financial liabilities Amortized cost 
Security deposits Other financial liabilities Amortized cost 
Payables and accruals Other financial liabilities Amortized cost 

 

The adoption of this amendment did not have an impact on the Company’s financial statements beyond 
the change in classification noted above. 
 
Impairment – expected credit loss model 

 
For the impairment of financial assets, IFRS 9 replaces the 'incurred loss' model in IAS 39 with a forward-
looking 'expected credit loss' ('ECL') model. The measurement options for the ECL are lifetime expected 
credit losses and 12-month expected credit losses. 

 
The Company adopted the practical expedient to determine ECL on receivables using a provision matrix 
based on historical credit loss experiences adjusted for forward-looking factors specific to the debtors 
and to the economic environment to estimate lifetime ECL. 

 
The adoption of the new impairment standard did not have a material impact on the receivables balance 
in the financial statements. 

 
General hedge accounting model 

 
IFRS 9 also includes a new hedge accounting standard; however, the Company does not currently apply 
hedge accounting. 
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2. SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
i. Financial assets 

 
Financial assets are recognized initially at fair value and subsequently at amortized cost in accordance 
with IFRS 9 as outlined above. 

 
The Company assesses at each balance sheet date whether there is objective evidence that a financial 
asset is impaired using the expected credit loss model as per IFRS 9. The amount of any loss is measured 
as the difference between the assets carrying amount and the estimated future cash flows discounted at 
the asset's original effective interest rate.  The carrying amount of the asset is reduced through use of an 
allowance account.  The amount of the loss is recognized in the statement of income and 
comprehensive income.  Impaired debts are derecognized when they are assessed as uncollectible. 
 
If in a subsequent period the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognized, the previously recognized 
impairment loss is reversed, to the extent that the carrying value of the asset does not exceed its 
amortized cost at the reversal date.  Any subsequent reversal of an impairment loss is recognized in the 
statement of income and comprehensive income. 

 
ii. Financial liabilities 

 
Financial liabilities are recognized initially at fair value and subsequently at amortized cost in accordance 
with IFRS 9 as outlined above. 

 
The demand promissory notes payable to the shareholders are unsecured and non-interest bearing.  The 
Company may repay the promissory notes in whole or any part without notice, penalty or bonus at any 
time.  The promissory notes payable are recognized and measured initially and subsequently at their 
demand values. 
 
A financial liability is derecognized when the obligation under the liability is discharged, cancelled or 
expires. 
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2. SIGNIFICANT ACCOUNTING POLICIES (continued) 

iii. Fair value 
 

Fair value measurements recognized in the balance sheet are categorized using a fair value hierarchy 
that reflects the significance of inputs used in determining the fair values.  Each type of fair value is 
categorized based on the lowest level input that is significant to the fair value measurement in its 
entirety.  Assessing the significance of a particular input to the fair value measurement in its entirety 
requires judgement, considering factors specific to the asset or liability.   

 
Fair value measurements recognized in the balance sheet as categorized using a fair value hierarchy that 
reflects the significance of inputs used in determining the fair values: 

 
Level 1: Quoted prices in active markets for identical assets or liabilities. 
Level 2: Inputs other than quoted prices included in Level 1 that are observable for the 

 asset and liability, either directly (i.e., as prices) or indirectly 
 (i.e., derived from prices). 
Level 3: Inputs for the asset or liability that are not based on observable market 

 data (unobservable inputs). 
 
Each type of fair value is categorized based on the lowest level input that is significant to the fair value 
measurement in its entirety. 
 
Provisions 

The Company records provisions when it has a present legal or constructive obligation as a result of past 
events, it is probable that an outflow of resources will be required to settle the obligation and the 
amount can be reliably estimated. Provisions are not recognized for future operating losses. Provisions 
are measured at the present value of the expenditures expected to be required to settle the obligation 
using a discount rate that reflects current market assessments of the time value of money and the risks 
specific to the obligation. Provisions are re-measured at each statement of financial position date using 
the current discount rate. The increase in the provision due to the passage of time is recognized as 
interest expense. 

Comprehensive Income 

Comprehensive income is comprised of net income and other comprehensive income, which represents 
changes in the Company’s net assets that results from transactions, events and circumstances from 
sources other than the Company’s shareholders. For the years ended December 31, 2018 and 2017, 
there is no difference between the Company’s net income and comprehensive income nor is there any 
accumulated other comprehensive income as at December 31, 2018 and 2017. 
 
Share Capital 

The proceeds from the exercise of stock options, warrants and escrow shares are recorded as share 
capital in the amount for which the option, warrant or escrow share enabled the holder to purchase a 
share in the Company.  

Commissions paid to agents, and other related share issue costs, such as legal, auditing, and printing, on 
the issue of the Company’s shares are charged directly to share capital.   
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3.    SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS 

The preparation of the Company’s consolidated financial statements in conformity with IFRS requires 
management to make judgments, estimates and assumptions that affect the application of accounting 
policies and the reported amounts of assets and liabilities, and the disclosure of contingent liabilities at 
the date of the financial statements, and income and expenses during the reporting period.  Estimates 
and assumptions are continuously evaluated and are based on management’s experience and other 
factors, including expectations of future events that are believed to be reasonable under the 
circumstances. However, uncertainty about these assumptions and estimates could result in outcomes 
that require a material adjustment to the carrying amount of the asset or liability affected in future 
periods.  

(i) Judgments 

In the process of applying the Company’s accounting policies, management has made the 
following judgments, which have the most significant effect on the amounts recognized in the 
consolidated financial statements: 

(1) Investment property 

The Company’s accounting policies relating to investment property are described under 
“Investment Property”. In applying these policies, judgment is applied in determining 
whether certain costs are additions to the carrying amount of the property and whether or 
not the acquisition represents the acquisition of a business or a group of assets and 
liabilities. 

 (2)  Leases 

The Company has entered into commercial property leases on its investment property 
portfolio. The Company has determined, based on an evaluation of the terms and 
conditions of the arrangements, that it retains all the significant risks and rewards of 
ownership of these properties and so accounts for the contracts with tenants as operating 
leases. 

In applying this policy, the Company makes judgments with respect to the point in time at 
which revenue recognition under the lease commences. 

 (3)  Income taxes 

The Company follows the asset/liability method for calculating deferred income taxes. Tax 
interpretations, regulations and legislation in the various jurisdictions in which the Company 
operates are subject to change. As such, income taxes are subject to measurement 
uncertainty. Deferred income tax assets are assessed by management at the end of the 
reporting period to determine the likelihood that they will be realized from future taxable 
earnings. Assessing the recoverability of deferred income tax assets requires the Company 
to make significant estimates related to the expectations of future cash flows from 
operations and the application of existing tax laws in each jurisdiction. 
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3.   SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS (continued) 
 

(ii) Estimates and assumptions 

The key assumptions concerning the future and other key sources of estimation uncertainty at 
the statement of financial position date that have a significant risk of causing a material 
adjustment to the carrying amounts of assets and liabilities within the next financial year are 
discussed below. 

(1) Valuation of investment properties 

Estimates and assumptions used in the valuation of investment properties are described in 
Note 5. 

(2) Fair value of financial instruments 

Where the fair value of financial assets and financial liabilities recorded in the statement of 
financial position or disclosed in the notes cannot be derived from active markets, they are 
determined using valuation techniques including the discounted cash flows model. The 
inputs to these models are taken from observable markets where possible, but where this is 
not feasible, a degree of judgment is required in establishing fair values. The judgments 
include considerations of inputs such as liquidity risk, credit risk and volatility. Changes in 
assumptions about these factors could affect the reported fair value of financial 
instruments. 

(3) Guarantees 

The Company reviews its contingent liabilities relating to guarantees it provides to third 
parties. The Company’s guarantees remain in place for certain debts guaranteed by third 
parties and will remain until such debts are extinguished or lenders agree to release the 
third parties’ covenants.  

 
(4) Income taxes 

The Company exercises judgment in estimating income tax expense and tax assets and 
liabilities. Income tax laws may be subject to different interpretations and the income tax 
expense recorded by the Company reflects the Company’s interpretation of the relevant tax 
laws. The Company is also required to estimate the timing of reversals of temporary 
differences between accounting and taxable income in determining the appropriate rate to 
apply in calculating deferred taxes. 

(5) Share based payments 

The Company uses the Black-Scholes Option Pricing Model for valuing its stock options to 
employees, directors and consultants at the date of issue. Management uses estimates of 
the expected life, the risk-free rate, expected volatility, and expected forfeiture rate when 
calculating the value of the options issued. 
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4. FUTURE ACCOUNTING POLICY CHANGES 

 
IFRS 16 Leases (“IFRS 16”) eliminates the classification of leases as either operating or finance leases for 
a lessee. Instead all leases are capitalized by recognizing the present value of lease payments and 
recognizing an asset and a financial liability representing an obligation to make future lease payments. 
The principles in IFRS 16 provide a more consistent approach to acquiring the use of an asset whether 
by leasing or purchasing the asset. 
 
The new leasing standard is applicable to all entities and will supersede current lease accounting 
standards under IFRS. Prospective application is required beginning on or after January 1, 2019. The 
Company plans to adopt the new standard on the required effective date.  The Company is in the 
process of assessing the impact on the financial results from adopting the standard, although does not 
anticipate a significant impact.  
 

5. INVESTMENT PROPERTIES 
                                   2018              2017 

 

Balance, beginning of period 
Fair value gain on investment properties 
Acquisition  
Capital expenditure on investment properties 

$    11,879,748  
          -                 
           - 

             23,960 

$    10,048,667                     
180,000 

         1,625,000 
 26,081 

Balance, end of year  $   11,903,708 $    11,879,748 

 
Investment properties are held by wholly-owned subsidiaries. Each of the wholly-owned subsidiaries   
hold registered title to the respective properties as bare trustees.   

Valuation methodology and processes 

The fair value of investment properties as of December 31, 2018 and December 31, 2017 is determined 
internally by management and valuation professionals using assumptions and market information 
obtained from industry professionals. Investment properties are valued on a highest and best use basis. 
Investment properties carried at fair value are categorized by level according to the significance of the 
inputs used in making the measurements. As the fair value of investment properties is determined with 
significant unobservable inputs, all of the investment properties are classified as Level 3 assets. 

Management’s primary internal valuation model is based on a capitalization of forecasted normalized 
net operating income approach. The Company determines the forecasted normalized net operating 
income for each property based on current in-place rents and assumptions about occupancy, less cash 
outflows expected to operate and manage each individual property within the portfolio. Capitalization 
rates used to estimate fair market value take into account many factors including but not limited to: the 
location of the property, the quality and strength of tenants, whether lease rates are over or under 
current market rates, demand for the type and use of the property, the age of the building, any special 
use characteristics of the building or area, and vacancy rates in the area. Market information related to 
the external sale of similar buildings within a similar geographic location is also taken into consideration. 
The Company’s management is responsible for determining fair value measurements including verifying 
all major inputs included in the valuation. Unamortized tenant allowances are included as part of 
investment property. 
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5.   INVESTMENT PROPERTIES (continued) 

The key level 3 valuation metrics and contract estimates for the fair market value determination for the 
investment properties are set out in the following table: 

 2018 2017 
   

Range of capitalization rates applied to investment properties 5.25%-6.25% 6.0-6.5% 

Fair value of properties where cap rates were applied         $    11,903,708 
1,103,418 

$  11,879,748 

Weighted average cap rates 6.11% 6.14% 

Fair value impact of increasing average cap rate by 0.01%          $          (20,202) $         (20,207) 

Fair value impact of a 1% decrease in net operating income $        (120,214) $       (121,447) 

 
The investment properties have been valued at December 31, 2018 as follows: 

 2018 2017 
   

Valco Consultants Inc.-independent valuation (425 Caradoc St. and 
723 

$    8,295,000 $    1,695,000 

723-727 Richmond St. & 214 Piccadilly St.) (2017- 723-727 
Richmond St. & 214 Piccadilly St.) 

  

Management’s valuation (605-607 Richmond St.)  (2017- 425 
Caradoc St & 605-607 Richmond St.)      

$    3,608,708  $  10,184,748 

6. SUNDRY RECEIVABLES 
 2018 2017 

 
Accrued straight line rent 

 
$            19,035  

 
$           19,035               

Rent receivable 4,069                 - 
Realty tax receivable 35,000                 - 
Other receivables 5,625 (313)  

Total $            63,729 $           18,722     

 
7. PREPAID EXPENSES AND DEPOSITS 

 2018 2017 

 
Prepaid insurance 

 
$            19,128 

 
$           21,366               

Prepaid stock exchange listing costs 42,643              - 
Other prepaid amounts 33,174 26,945 

Total $            94,442 $           48,311    
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8. MORTGAGES PAYABLE 
 2018 2017 

 
Current portion           - First mortgage 
                                       - Second mortgage 
                                       - Unamortized deferred financing costs 

 
$      1,342,197 

13,115 
(47,119) 

 
$      1,371,892 

35,717 
(56,534) 

 1,308,193 1,351,075 

Non-current portion   - First mortgage 
                                        - Second mortgage 
                                        - Unamortized deferred financing costs  

5,839,785 
270,177 
(88,033) 

4,916,146 
1,145,799  

(15,137) 

 6,021,929 6,046,808 

Total $      7,330,122 $     7,397,883 

 

425 Caradoc St South, 
Strathroy, Ontario 

605-607 Richmond St, London, Ontario 723 Richmond St, London, 
Ontario 

First Mortgage First Mortgage Second Mortgage First Mortgage 

$4,441,927  $1,571,171  $283,292  $1,168,885  

 
The first mortgage on the Strathroy property bears interest at 4.52% and is payable in blended monthly 
payments of $24,679. The first mortgage on the London property at 605-607 Richmond Street bears 
interest at 3.53% and is payable in blended monthly payments of $10,661. The first mortgage on the 
London property at 723-727 Richmond Street bears interest at 5.25% and is payable in blended monthly 
payments of $7,146. All three first mortgages are secured by the respective investment property. The 
first mortgage on the Strathroy property matures on November 1, 2023. The first mortgage on the 
London property at 605-607 Richmond Street matures on January 1, 2020 and the first mortgage on the 
London property at 723-727 Richmond Street matures on September 12, 2019. 

 
Management estimates that the fair value of the mortgages at December 31, 2018 is approximately 
equal to their reported values.  
 
The first mortgage on the Strathroy property and the first and second mortgages on the London 
property are guaranteed by a director of the Company as to 25% up to a maximum of $976,741 and 
$750,000, respectively.   
 
The second mortgage on the London property at 605-607 Richmond St. bears interest at 3.75% and is 
payable in blended monthly payments of $1,953 and is secured by the investment property.  The second 
mortgage on the London property at 605-607 Richmond Street matures on January 1, 2020.   

 
Scheduled annual principal repayments are as follows: 

 
 
 
 

2019 
2020 
2021 
2022 
2023 
 

$      1,355,312 
1,871,059 

108,541 
113,502 

4,016,860 
  

  $     7,465,274 
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9. PROMISSORY NOTES PAYABLE 
                                          2018  2017 

 
Promissory note  
  
  

 
Unsecured, non-interest bearing, payable in 
monthly instalments of $2,042, matures June 
30, 2019 
  
  

 
$           12,107 

               
               

 
$          34,862  

10. SHARE CAPITAL AND CONTRIBUTED SURPLUS 

Share Capital 

Authorized 

Unlimited number of common voting shares without nominal or par value   
 

Issued 2018 2017 
 Number of 

Shares Amount 
Number of 

Shares Amount 

     
Balance, beginning of year 
Issued for debt   

   

24,571,878 
      - 

  

$ 2,827,687 
         -  

                      

24,571,878 
         5,307,115 

   

$ 2,137,762 
            689,925 

                   

Balance, end of year 29,878,993 $ 2,827,687 29,878,993 $ 2,827,687 

              
During 2017, the Company issued: 

 5,307,115 common shares at $0.13 in exchange for promissory notes of $665,000 plus accrued 
interest of $24,925. 

Contributed Surplus                                    2018  2017  
 
Balance, beginning of year 
Expense 

 
$            37,007 

              - 

 
$           27,500 
                9,507 

Balance, end of year $            37,007 $            37,007 
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11.  SHARE-BASED COMPENSATION 

Stock options 
 

The Company has established a stock option plan (the “Plan”) for the benefit of directors, officers and 
employees of and consultants to the Company.  The maximum number of shares that may be reserved for 
issuance under the Plan is limited to 10% of the issued common shares of the Company at any time. Under 
the plan, the exercise price of each option equals the market, or estimated market price of the Company’s 
stock, less an applicable discount, as calculated on the date of grant. The options can be granted for a 
maximum term of 5 years and vest at the discretion of the board of directors.   

Options granted to consultants not engaged in investor relations activities are granted for past services 
and vest immediately. 

The fair value at grant date is determined using a Black-Scholes option pricing model that takes into 
account the exercise price, the term of the option, the impact of dilution, the share price at grant date, the 
expected price volatility of the underlying share, the expected dividend yield, expected forfeitures and the 
risk free interest rate for the term of the option.  

A summary of the status of the stock option plan and changes are presented below: 
 

 2018 2017 
 Number 

of Shares 
Weighted Average 

Exercise Price 
Number 
of Shares 

Weighted Average 
Exercise Price 

     
Outstanding, beginning of year 
Granted during the year 

1,390,000  
- 

$                         0.12   
                             

890,000  
  500,000 

$ 0.10 
                           0.15 

Outstanding, end of year 1,390,000 $                         0.12 1,390,000 $ 0.12 

Vested, end of year 1,390,000 $                         0.12 1,390,000 $ 0.12 

 
500,000 stock options were issued in October 2017 with an estimated fair value of $9,507. The 
weighted average share price was $0.13. The volatility factor used was 20%. The risk-free interest rate 
used was 1.3%. The dividend yield was 0%. The weighted average remaining contractual life of options 
outstanding at December 31, 2018 was 1.81 years (December 31, 2017 - 2.81). The options expire as 
follows, 890,000 on September 11, 2019, and 500,000 on October 17, 2022. 

 
12.    RENTAL REVENUE 

 2018 2017 

 
Contract Rent 

 
$            867,851  

 
$       734,039                            

Recoverable Operating Costs 134,375  131,904 

Total $          1,002,226 $         866,943     
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13. INTEREST EXPENSE AND DEFERRED FINANCING CHARGES 

 2018 2017 

 
Interest Expense 

 
$            347,188  

 
$             322,769               

Amortization of Deferred Financing Costs 71,086 44,750 

Total $          418,274 $         367,519     

 
 
14. GENERAL AND ADMINISTRATIVE EXPENSES 

 2018 2017 

 
Filing fees 

 
$            10,204  

 
$             6,861               

Insurance 21,801 21,472 

Office and overheads 41,718 29,796 

Management fees 60,000  60,000 

Travel 8,695 8,108 

Total $          142,418 $         126,237     

 
15. PROFESSIONAL FEES 

 2018 2017 

 
Audit fees 

 
$            34,666  

 
$           32,305               

Legal fees – corporate                 7,433               15,439 

Total $            42,099 $           47,644     
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16. INCOME TAXES 
 

Provision for Income Taxes  

The following table reconciles the expected income tax provision at the statutory income tax rate of 
50.17% (2017 – 50.17%) to the amounts recognized in the consolidated statements of operations and 
comprehensive income: 

 2018 2017 

   
Income before income taxes  $         62,137 $         264,961 

Expected income tax at the statutory rate 
Non-taxable fair value gain 
Non-deductible items 
Other 

31,174 
                - 

1,254 
3,572 

132,931 
(45,154) 

6,526 
(24,304) 

Income tax expense $         38,000 $           70,000 

 
Deferred Tax 

The components of the Company’s deferred income tax assets are as follows: 

   2018                  2017 

   
Financing fees 
Intangibles  
Tax losses 

$                 - 
62,768 

584,735 

$                 265 
67,492 

481,108 

Total deferred tax assets $        647,503 $         548,865 

 
The components of the Company’s deferred income tax liabilities are as follows: 

   2018                   2017 

   
Investment properties $       1,092,339  $         957,702  

Total deferred tax liabilities $       1,092,339 $         957,702 

Net deferred tax liability $          444,837 $         408,837 

 
Deferred tax assets and deferred tax liabilities are offset in the Consolidated Statements of Financial 
Position as the tax assets and tax liabilities relate to the same taxing authority. 
 
Deferred tax assets in the amount of $647,503 have been recognized as the Company expects to have 
future taxable profits.  
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16. INCOME TAXES (continued)  
 

Tax loss-carry-forwards 
 

As at December 31, 2018 the Company had approximately $1,165,507 (2017 - $957,623) of non-capital 
losses which can be used to reduce taxable income in future years. The non-capital losses expire as 
described below: 

  

2031 $ 157 

2032  35,856 

2033  16,065 

2034  134,431 

2035  232,586 

2036  144,010 

2037  209,172 

2038  186,737 

2039  206,493 

 $      1,165,507 

 
17. EARNINGS PER SHARE INFORMATION 

 The basic net income per share is calculated based on the following: 

                                       2018   2017 
 
 Weighted average number of shares                                    29,878,993      24,473,361 
 

 The diluted net income per share is calculated based on the following: 

                                       2018   2017 
 
 Weighted average number of shares                                    31,268,993      26,466,101 
 

The calculation of diluted earnings per share is based on the basic earnings per share, adjusted to allow for 
the issue of share options issued to certain management, directors and consultants, and the effect of the 
warrants issued in connection with the equity financing. 
 

18. SUPPLEMENTAL CASH FLOW INFORMATION 
   2018       2017 

   

Cash interest paid on mortgages and promissory notes $       418,274 $         367,519 

Non-cash financing transactions:   
Common shares issued in exchange for promissory notes plus accrued 
interest   $              -  $         689,925 

 



TEMPUS CAPITAL INC. 
Notes to the Consolidated Financial Statements 
For the years ended December 31, 2018 and 2017 
(Expressed in Canadian Dollars) 

 

27 

19. FINANCIAL RISK MANAGEMENT 
 

In the normal course of business, the Company is exposed to a variety of risks that can affect its operating 
performance. These risks, and the actions taken to manage them, are as follows: 

Credit risk 

Credit risk arises from the possibility that tenants and/or debtors may experience financial difficulty and be 
unable or unwilling to fulfill their lease commitments or other obligations. The Company mitigates the risk 
of credit loss by investing in well-located properties in urban markets that attract quality tenants, ensuring 
that its tenant mix is well diversified, and by limiting its exposure to any one tenant. A tenant’s success 
over the term of its lease and its ability to fulfill its lease obligations is subject to many factors. There can 
be no assurance that a tenant will be able to fulfill all of its existing commitments and leases up to the 
expiry date. The Company’s exposure to credit risk is limited to the carrying amounts of its financial assets, 
specifically its cash and sundry receivables. 

The Company’s leases typically have lease terms between five and ten years and may include clauses to 
enable periodic upward revision of the rental rates. 
 
Future contracted minimum rent from non-cancellable tenant operating leases are as follows: 
 

   2018       2017 

   
Within 1 year 
After 1 year, but not later than 5 years 
More than 5 years 

$       854,456 
2,240,014 

137,400 

$         851,301 
2,491,831 

372,104 

 $    3,231,870 $      3,715,236 

 
 Interest rate risk 

The Company attempts to structure its financings so as to stagger the maturities of its debt, thereby 
mitigating its exposure to interest rate and other credit market fluctuations. Interest represents a 
significant cost in financing the ownership of real property. Currently all of the Company’s mortgages and 
promissory notes are fixed rate instruments. The Company’s cash held in its bank account earns interest 
income at variable rates and is exposed to movements in interest rates. 
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19.  FINANCIAL RISK MANAGEMENT (continued) 
 
Liquidity risk 

Real estate investments are relatively illiquid. This will tend to limit the Company’s ability to sell 
components of its portfolio promptly in response to changing economic or investment conditions. If the 
Company was required to quickly liquidate its assets, there is a risk that it would realize sale proceeds of 
less than the current value of its investment property. 
 
An analysis of the Company’s contractual maturities of its material financial liabilities is set out below:  
 

 Payments by period  

 2019 2020 2021 Thereafter Total 

      

Gross mortgage payments $  1,355,312 $  1,871,059 $  108,541 $  4,130,362 $  7,465,274 
Promissory notes payable 
Accounts payable and 
accrued liabilities 

12,107 
234,763 

       - 
       - 

       - 
       - 

       - 
       - 

12,107 
- 

Total $  1,367,419 $1,871,059        $  108,541 $  4,130,362 $  7,477,381 

 
In addition, the Company has contractual commitments with respect to its outstanding accounts payable 
and accrued liabilities and investment property. Accounts payable and accrued liabilities are normally due 
within thirty to sixty days from their incurrence. 
 
The Company manages its liquidity risk by staggering debt maturities, and issuing equity when considered 
appropriate. In the years in which mortgages mature (2019, 2020 and 2023), it is expected that the 
mortgages will be renewed or refinanced and not that the amount will be paid out in full. 

20. CAPITAL MANAGEMENT 
 

The Company manages its capital, taking into account the long-term business objectives of the Company, 
to provide stability and reduce risk while generating an acceptable return on investment over the long 
term to shareholders. The Company’s capital structure currently includes share capital, mortgages and 
other term financings, which together provide the Company with financing flexibility to meet its capital 
needs. Primary uses of capital include acquisitions, capital improvements, leasing costs, and debt principal 
repayments. The actual level and type of future financings to fund these capital requirements will be 
determined based on prevailing interest rates, various costs of debt and/or equity capital, capital market 
conditions and management’s general view of the required leverage in the business. 

The Company periodically re-evaluates its overall financing and execution strategy to ensure the best 
access to available capital at the lowest possible cost. 

The Company is not subject to externally imposed capital requirements. 
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20.  CAPITAL MANAGEMENT (continued) 
 
The components of the Company’s capital are set out in the following table: 
 

December 31      2018 2017 

               
Mortgages payable 
Promissory notes payable 
Share capital 
Contributed surplus 
Retained earnings  

$       7,465,274 
12,107 

2,827,687 
37,007 

1,146,799 

$       7,469,554 
34,862 

 2,827,687 
37,007 

1,120,662 

 $     11,488,874 $     11,489,772    

  
21. COMMITMENTS AND CONTINGENCIES 

 
The Company has agreed to indemnify a director who has personally guaranteed 25% of the first 
mortgage on the Strathroy property to a maximum of $976,741 and the first mortgage and second 
mortgage on the London property to a maximum of $750,000. The fee is calculated at 1% of the 
amounts indemnified for the first mortgages totaling $16,385 (2017: $16,257). 

 
22. RELATED PARTY TRANSACTIONS 

 
Related parties include the Board of Directors and officers, close family members and enterprises that 
are controlled by these individuals as well as certain consultants performing similar functions. 
 
Related party transactions conducted in the normal course of operations are measured at the exchange 
value (the amount established and agreed to by the related parties). 
 

  2018 2017 

                
Management fees  (i) $             60,000 $            60,000 
Office rent and supplies (ii) $               6,000 $              7,000 
Property management fees (iii) $             54,640 $            43,152 
Guarantees 
Deferred finance charge 
Renewal fee 
Directors fees 

(iv) 
(v) 
(vi) 
(vii) 

$             16,385 
$             84,375 
$               1,950  
$               4,500          

$            16,257 
 $            18,000 
 $            22,500 
 $              4,500 

Share-based compensation (viii)  $                -          $              9,507                                                        
    

(i) The Company paid $30,000 (2017 - $30,000) in management fees to a company controlled by the 
CEO of the Company, and $30,000 (2017 - $30,000) to a company controlled by the CFO of the 
Company. 

(ii) The Company paid $6,000 (2017 - $7,000) to a company controlled by the CFO of the Company 
for office rent, telephone, office supplies, and other overhead items. 

(iii) The Company paid $54,640 (2017 - $43,152) to a company controlled by the CEO of the Company 
for property management services.  

(iv) The Company expensed $16,385 (2017 - $16,257) with respect to the personal guarantee of the 
CEO for two first mortgages. 
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22. RELATED PARTY TRANSACTIONS (continued) 
 

(v) The Company paid $84,375 (2017 - $18,000) to a company controlled by the CEO of the Company 
as a fee for arranging a first mortgage in connection with an investment property. 

(vi) The Company paid $1,950 (2017 - $22,500) to a company controlled by the CEO of the Company 
as a leasing renewal fee. 

(vii) The Company paid Directors fees to non-management directors of $4,500 (2017: $4,500)  
 
Included in accounts payable is an amount of $8,475 due to Brant Capital Partners Inc., $8,297 due to 
Russell Tanz Management Inc., and $90 due to the CFO.  The net position due to related parties is 
$16,862 (2017: $1,406).   
 
No other amounts were paid to key management personnel in the year. 

 
23. SUBSEQUENT EVENTS 
  

On February 27, 2019, the Company’s shares were listed on the Canadian Stock Exchange and began 
trading.  


