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Management's Responsibility for Financial Reporting 
 

The accompanying audited consolidated financial statements of CIM International Group Inc. (the “Company”) and 
other information contained in the Management's Discussion and Analysis are the responsibility of management and 
have been approved by the Board of Directors of the Company. The accompanying audited consolidated financial 
statements have been 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. The significant accounting policies of 
the Company are summarized in Note 3 to the consolidated financial statements. 

 
Management has established processes, which are in place to provide them with 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 at 
and for the periods presented by the consolidated financial statements and (ii) the consolidated financial statements 
fairly present in all materials respects the consolidated financial condition and results of operations of the Company, 
as at and for the periods presented by the consolidated financial statements. 

 
The Board of Directors is responsible for ensuring that management fulfills its financial reporting responsibilities and for 
reviewing and approving the consolidated financial statements together with other information. 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 audited consolidated financial statements together with other 
information of the Company. The Audit Committee reports its findings to the Board of Directors for its consideration in 
approving the audited 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. 

 
 
 

(Signed) “Jiubin Feng” (Signed) “Dan Fuoco” 
Chief Executive Officer Chief Financial Officer 

 
 

Toronto, Ontario 
April 30, 2019 
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Deloitte LLP 
Bay Adelaide East 
8 Adelaide Street West 
Suite 200 
Toronto ON M5H 0A9 
Canada 
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Independent Auditor’s Report 
 

To the Shareholders of CIM International Group Inc. 
 

Opinion 
We have audited the consolidated financial statements of CIM International Group Inc.(the 
“Company”), which comprise the consolidated financial position as at December 31, 2018 and 2017, 
and the consolidated statements of income and comprehensive income, consolidated statements of 
changes in shareholders’ equity and consolidated statements of cash flows for the years then ended, 
and notes to the consolidated financial statements, including a summary of significant accounting 
policies and other explanatory information (collectively referred to as the “financial statements”). 

 
In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Company as at December 31, 2018 and 2017, and its financial performance 
and its cash flows for the years then ended in accordance with International Financial Reporting 
Standards (“IFRS”). 

 
Basis for Opinion 
We conducted our audit in accordance with Canadian generally accepted auditing standards 
(“Canadian GAAS”). Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the 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 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. 

 
Other Information 
Management is responsible for the other information. The other information comprises: 

 Management’s Discussion and Analysis 

Our opinion on the financial statements does not cover the other information and we do not and will 
not express any form of assurance conclusion thereon. In connection with our audit of the financial 
statements, our responsibility is to read the other information identified above and, in doing so, 
consider whether the other information is materially inconsistent with the financial statements or our 
knowledge obtained in the audit, or otherwise appears to be materially misstated. 

 
We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based 
on the work we have performed on this other information, we conclude that there is a material 
misstatement of this other information, we are required to report that fact in this auditor’s report. We 
have nothing to report in this regard. 
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Responsibilities of Management and Those Charged with Governance for the 
Financial Statements 

 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with IFRS, and for such internal control as management determines is necessary to enable 
the preparation of financial statements that are free from material misstatement, whether due to 
fraud or error. 

 
In preparing the 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. 

 
Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the 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 GAAS 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 financial statements. 

 
As part of an audit in accordance with Canadian GAAS, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the 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 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 financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events 
in a manner that achieves fair presentation. 
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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. 

 
We also provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and to communicate with them all relationships and 
other matters that may reasonably be thought to bear on our independence, and where applicable, 
related safeguards. 

 
The engagement partner on the audit resulting in this independent auditor’s report is Terng Chen. 

 

     
 

Chartered Professional Accountants 
Licensed Public Accountants 

 
Toronto, Ontario 
April 30, 2019 
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CIM International Group Inc. 
Consolidated Statements of Financial Position 
(Expressed  in  Canadian Dollars)  

 
 
ASSETS 

As at December 31, 2018 As at December 31, 2017 

Current assets   

Cash $ 10,618 $ 41,994 
Other receivables (Note 4) 3,490,804 11,199 
Due from related parties (Note 17) 754,606 100,830 
Asset held for sale (Note 8) 2,072,727 - 
Prepaid expenses 2,726 43,135 

 6,331,481 197,158 
Non-current assets   

Loan receivable (Note 5) 10,000,000 - 
Property and equipment (Note 6) 84,156 100,511 
Investments (Note 7) 10,352,400 11,261,490 
Investment in associates (Note 9) 3,577,500 5,566,763 
Deferred tax asset (Note 13) 473,946 281,922 

 24,488,002 17,210,686 

Total Assets $ 30,819,483 $ 17,407,844 

LIABILITIES & SHAREHOLDERS' EQUITY 
  

Liabilities   

Current liabilities 
Accounts payable and accrued liabilities (Note 16) 

 
$ 845,484 

 
$ 521,770 

Due to related parties (Note 17) 8,803,413 4,665,871 
Deferred gain (Note 7) 971,700 1,658,020 
Finance lease payable - current portion (Note 11) 17,572 16,932 

 10,638,169 6,862,593 

Non-current liabilities   

Debenture (Note 10) 10,000,000 - 
Debt issue costs (Note 10) (579,661) - 
Deferred gain (Note 7) - 228,778 
Finance lease payable (Note 12) 21,724 10,095 
Other liabilities (Note 3 (e)) 63,846 63,846 

 9,505,909 302,719 
 20,144,078 7,165,312 

Shareholders' Equity 
Share capital (Note 14) 

 
13,972,597 

 
13,972,597 

Other capital reserves (Note 15) 624,183 624,183 
Other comprehensive loss (Note 7) (270,996) (269,828) 
Deficit (3,650,379) (4,084,420) 

Total Shareholders' Equity 10,675,405 10,242,532 

Total Liabilities and Shareholders' Equity $ 30,819,483 $ 17,407,844 

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

 
Approved by the Board of Directors: 

 
(Signed)  "Jiubin Feng" (Signed) "Paul Lin" 

   

Jiubin Feng, Director Paul Lin, Director 



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

 

CIM International Group Inc. 
Consolidated Statements of Income and Comprehensive Income 

(Expressed in Canadian Dollars except for share  and per share amounts)  
 
 
 

 Year Ended Year Ended 
December 31, 2018 December 31, 2017 

 

Revenue (Notes 7 and 17) 

 

$ 3,857,082 

 

$ 2,322,599 
 

Operating expenses 

  

General and administrative (Note 17) 328,821 444,366 

Professional fees 260,334 278,168 

Wages and benefits (Note 17) 1,321,665 954,459 

Depreciation (Note 6) 47,830 40,743 

Listing and filing fees 22,227 26,949 
 

1,980,877 1,744,685 

Gain on settlement of debt - (163,937) 

Share of loss (income) of associates (Note 9) 54,863 (55,063) 

Interest expense (Notes 11,12,15) 1,615,726 371,065 

Total Expenses 3,651,466 1,896,750 

Gain on sale of investments 29,228 - 

Net income before income taxes 234,844 425,849 

Income tax provision (Note 13) (199,197) (131,031) 

Net income for the year 434,041 556,880 

Fair value change of investment (Note 7) (1,168) 87,545 

 

Total comprehensive income for the year 

 

$ 432,873 

 

$ 644,425 

 

Income Per Share (Note 14) 

  

Basic $ 0.01 $ 0.01 
Diluted $ 0.01 $ 0.01 

 

Weighted Average Number of Common Shares (Note 14) 

  

Basic 46,132,616 46,132,616 

Diluted 46,505,878 46,505,878 
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Share Capital
Other Capital

Reserves

Other
Comprehensive
Income/(Loss)  Deficit 

 Total
Shareholders'

Equity

Balance - January 1, 2017 13,972,597$    624,183$        (357,373)$           (4,641,300)$     9,598,107$      

Change in fair value of investment (Note 7) -                   -                 87,545                -                   87,545             

Net income for the year -                   -                 -                      556,880           556,880           

Balance - December 31, 2017 13,972,597$    624,183$        (269,828)$           (4,084,420)$     10,242,532$    

Balance - January 1, 2018 13,972,597$    624,183$        (269,828)$           (4,084,420)$     10,242,532$    

Change in fair value of investment (Note 7) -                   -                 (1,168)                 -                   (1,168)              

Net income for the year -                   -                 -                      434,041           434,041           

Balance - December 31, 2018 13,972,597$    624,183$        (270,996)$           (3,650,379)$     10,675,405$    

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

CIM International Group Inc.
Consolidated Statements of Changes in Shareholders' Equity
(Expressed in Canadian Dollars)

 
 

. 
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CIM International Group Inc. 
Consolidated Statements of Cash Flows 
(Expressed in Canadian Dollars)  
 

OPERATING ACTIVITIES 

December 31, 2018 December 31, 2017 

Net income $ 434,041 $ 556,880 

Add (deduct) non-cash items :   

Share of loss (income) of associates (Note 8) 54,863 (55,063) 

Interest income (1,292,082) - 
Depreciation 47,830 40,743 
Gain on settlement of debt - 163,937 
Interest expense 1,615,729 350,683 
Income tax provision (199,197) (131,031) 

Net Change in Non-Cash Working Capital Balances   
Other receivables (1,639,410) 22,008 

Prepaid expenses 40,409 (38,861) 
Accounts payable and accrued liabilities (346,215) (569,846) 
Due to related parties (Note 17) (3,081) 493,597 
Due from related parties (Note 17) 7,725 2,030,130 

Cash (used in) provided by operating activities (1,279,388) 2,863,177 

 
INVESTING ACTIVITIES 

  

Investments (Note 7) - (352,400) 
Sale of investment in associates (Note 9) 600,000 - 

Interest received from Bayview Creek (CIM) LP 630,581 - 
Investments in associates (Note 9) (1,638,727) (2,311,500) 
Loan receivable (Note 5) (10,000,000) - 
Property and equipment (31,475) (14,822) 

 
Cash used in investing activities 

 
(10,439,621) 

 
(2,678,722) 

 
FINANCING ACTIVITIES 

  

Debenture payable issued (Note 10) 10,000,000 - 

Debt issue costs (579,661) - 

Loan received from related parties 3,217,727  

Finance lease received 31,475 - 
Finance lease payments (19,205) (16,092) 
Convertible debentures repaid (Note 10) - (180,000) 
Interest payment (962,703) (20,382) 

Cash provided by (used in) financing activities 11,687,633 (216,474) 

Decrease in cash in the year (31,376) (32,019) 

Cash - Beginning of year 41,994 74,013 
 
Cash - End of year 

 
$ 10,618 

 
$ 41,994 

 
The accompanying notes are an integral part of these consolidated financial statements. 
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CIM International Group Inc. 
 

 

Consolidated Financial Statements 
For the Years Ended December 31, 2018 and December 31, 2017 
(Expressed in Canadian Dollars) 

 

 
 

1. NATURE OF OPERATIONS 

The Company and Business Operations 

CIM International Group Inc. (the “Company”) is a Canadian company incorporated pursuant to the 
provisions of the laws of the Province of Ontario on February 18, 2010. On May 27, 2010, the Company 
was listed as a Capital Pool Company (“CPC”) as defined pursuant to Policy 2.4 (“Policy 2.4”) of the TSX 
Venture Exchange (“TSXV”). On April 29, 2016, the Company officially changed its name to CIM 
International Group Inc. and de-listed its shares from the Toronto Stock Exchange, which was approved by 
the shareholders of the Company on April 8, 2016 at the Company's Annual and Special Meeting. In 
connection with the Transaction, as described in Note 7, the Company completed the process to list its 
Common Shares on the Canadian Securities Exchange (the “CSE”) in accordance with the CSE’s listing 
requirements effective on May 2, 2016 and its common shares began trading on May 9, 2016 on the CSE 
Exchange. The Company is classified as a "Diversified Industries" issuer company. The registered address 
of the Company is 55 Commerce Valley Drive West, Suite 502, Markham, Ontario, Canada, L3T 7V9. 

2. BASIS OF PRESENTATION 

Statement of Compliance 

These consolidated financial statements, for the year ended December 31, 2018, including comparative 
figures for the year ended December 31, 2017, have been prepared in accordance with International 
Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”). 

 
The consolidated financial statements of the Company for the year ended December 31, 2018 were 
approved and authorized for issue by the Board of Directors of the Company on April 29, 2019. 

 
Basis of Measurement 

The consolidated financial statements have been prepared under the historical cost basis except for the 
revaluation of investments accounted at fair value. 

 
Functional and Presentation Currency 

These consolidated financial statements are presented in Canadian dollars which is the functional currency 
of the Company and its subsidiaries. 

3. SIGNIFICANT ACCOUNTING POLICIES 

The accounting policies set out below have been applied consistently by all group entities and for all periods 
presented in these consolidated financial statements. 

a) Basis of Consolidation 

i) Subsidiaries 

Subsidiaries are entities controlled by the Company. Control exists when the Company has power over 
an entity, exposure or rights to variable returns from the Company’s involvement with the entity, and 



CIM International Group Inc. 
Consolidated Financial Statements 
For the Years Ended December 31, 2018 and December 31, 2017 
(Expressed in Canadian Dollars) 
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the ability to use its power over the entity to affect the amount of the Company’s returns. The financial 
statements of subsidiaries are included in the consolidated financial statements of the Company from 
the date that control commences until the date that control ceases. The consolidated financial 
statements include the accounts of the Company and its subsidiaries. 

ii) Associates 

Where the Company has the power to significantly influence but not control the financial and operating 
policy decisions of another entity, it is classified as an associate. Associates are initially recognized in 
the consolidated statement of financial position at cost and adjusted thereafter for the post-acquisition 
changes in the Company’s share of the net assets of the associate, under the equity method of 
accounting. The Company's share of post-acquisition profits and losses is recognized in the 
consolidated statement of income and comprehensive income, except that losses in excess of the 
Company's investment in the associate are not recognized unless there is a legal or constructive 
obligation to recognize such losses. If the associate subsequently reports profits, the Company’s share 
of profits is recognized only after the Company’s share of the profits equals the share of losses not 
recognized. Profits and losses arising on transactions between the Company and its associates are 
recognized only to the extent of unrelated investor’s interests in the associate. The investor's share in 
the associate's profits and losses resulting from these transactions is eliminated against the carrying 
value of the associate. 

 
Any premium paid for an associate above the fair value of the Company's share of the identifiable 
assets, liabilities and contingent liabilities acquired is capitalized and included in the carrying amount 
of the Company’s investment in an associate. Where there is objective evidence that the investment in 
an associate has been impaired, the carrying amount of the investment is tested for impairment in the 
same way as other non-financial assets. 

 
iii) Transactions eliminated on consolidation 

Inter-company balances, transactions, and any unrealized income and expenses, are eliminated in 
preparing the consolidated financial statements. 

Unrealized gains arising from transactions with associates are eliminated against the investment to the 
extent of the Company’s interest in the investee. Unrealized losses are eliminated in the same way as 
unrealized gains, but only to the extent that there is no evidence of impairment. 

The consolidated financial statements include material companies: 
 

Principal 
activities 

Country of 
Incorporation 

 
% Equity interest 

 

CIM Capital Inc. Investment Banking Canada 100.0% 
CIM Development LP Real Estate Canada 21.0% 
CIM Hwy 7 Holding LP Real Estate Canada 27.3% 

CIM Port McNicoll 
Holding LP 

Real Estate Canada 30.0% 



CIM International Group Inc. 
Consolidated Financial Statements 
For the Years Ended December 31, 2018 and December 31, 2017 
(Expressed in Canadian Dollars) 

11 

 

 

 

b) Cash 

Cash includes cash on hand and readily convertible demand deposits and are subject to an insignificant 
risk of change in fair value. Cash is invested in a commercial bank accounts in a major Canadian Chartered 
Bank in Canada. 

 
c) Revenue Recognition 

Revenue is measured at the fair value of the consideration received or receivable and to the extent that 
collection is reasonably assured at the time the revenue is earned. Revenue is reduced for estimated 
customer returns, rebates and other similar allowances. 

Rendering of services 

Revenue from a contract to provide services is recognized by reference to the completion of the 
performance obligation in the period. 

 
Investment income 

Income from investments is recognized when the right to receive payment has been established provided 
that the economic benefits will flow the Company and the amount of the income can be measured reliably. 

 
d) Property and Equipment 

 
Property and equipment assets are carried at cost less accumulated depreciation and impairment losses. 

Depreciation is recognized in consolidated statement of income and comprehensive income and is provided 
on a straight-line basis using the following rates: 

 
Furniture, fixtures, and equipment… .......................... Over 5 years 

Computer equipment… .............................................. Over 3 years 

Leasehold improvements ...................... Over the term of the lease 
 

Depreciation methods, useful lives and residual values are reviewed at each financial year-end and 
adjusted if appropriate. 

 
e) Income Taxes 

 
Current Income Taxes 

Income tax in the consolidated statements of income and comprehensive income for the periods presented 
comprises current and deferred tax. Income tax is recognized in the statement of income and 
comprehensive income except to the extent that it relates to items recognized directly in equity, in which 
case it is recognized in equity. Current tax expense is the expected tax payable on the taxable income for 
the year, using tax rates enacted or substantively enacted at year end, adjusted for amendments to tax 
payable with regards to previous periods. 
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Deferred Income Taxes 

Deferred tax is recorded using the liability method, providing for temporary differences between the carrying 
amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation 
purposes. The amount of deferred tax provided is based on the expected manner of realization or 
settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively enacted 
at the financial position reporting date. 

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilized. Deferred income tax assets are reviewed at each reporting 
date and are reduced to the extent it is no longer probable that the related tax benefit will be realized. 

f) Earnings or Loss per Share 

Basic and diluted earnings (loss) per share are calculated using the weighted average number of common 
shares outstanding during the year. The dilutive effect on earnings (loss) per share is calculated presuming 
the exercise of outstanding options, warrants and similar instruments. It assumes that the proceeds of such 
exercise would be used to repurchase common shares at the average market price during the year. 

However, the calculation of diluted loss per share excludes the effects of various conversions and exercise 
of options and warrants that would be anti-dilutive. Shares held in escrow, other than where their release 
is subject to the passage of time, are not included in the calculation of the weighted average number of 
common shares outstanding. 

 
g) Share-Based Payment Transactions 

 
The Company accounts for share-based compensation expense using the fair value based method with 
respect to all share-based payments to directors, employees and non-employees, including awards that 
are direct awards of stock and call for settlement in cash or other assets, or stock appreciation rights that 
call for settlement by the issuance of equity instruments. Fair Value is calculated using a Black-Scholes 
option pricing model and is based on model variables including interest rates, expected life, expected 
volatility, expected dividends, expected forfeitures and share prices. For directors and employees, the fair 
value of the options is measured at the grant date. 

 
For non-employees, the fair value of the options is measured on the earlier of the date at which the 
counterparty performance is completed or the date the performance commitment is reached or the date at 
which the equity instruments are granted if they are fully vested and non-forfeitable. Under this standard, 
share-based payments are recorded as an expense over the vesting period or when the awards or rights 
are granted, with a corresponding increase to other capital reserves under shareholders’ equity. When 
stock options are exercised, the corresponding fair value is transferred from other capital reserves to share 
capital. 

 
h) Share Issuance Costs 

 
Costs directly incurred in connection with the issuance of common shares, such as legal fees and finder’s 
fees, are recorded as a charge against share capital. 



CIM International Group Inc. 
Consolidated Financial Statements 
For the Years Ended December 31, 2018 and December 31, 2017 
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i) Share Purchase Warrants 
 

When the Company issues common shares and non-transferable share purchase warrants, the Company 
follows the relative fair value method of accounting for warrants attached to and issued with common shares 
of the Company. Under this method, the fair value of warrants issued is estimated using a Black-Scholes 
option pricing model. The relative fair value ascribed to the warrants is determined based on total proceeds 
received applied pro-rata to the fair of the issued common shares at the transaction date and the fair value 
of the warrants issued therewith. 

j) Related Party Transactions 
 

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other 
party or exercise significant influence over the other party in making financial and operating decisions. 
Parties are also considered to be related if they are subject to common control or common significant 
influence. 

 
Related parties may be individuals or corporate entities. A transaction is considered to be a related party 
transaction when there is a transfer of resources or obligations between related parties. Related party 
transactions were made on terms equivalent to those that prevail in arm’s length transactions and are made 
only if such terms can be substantiated. 

k) Lease Liabilities 

The determination of whether an arrangement is, or contains, a lease is based on the substance of the 
contractual arrangement at inception date, including whether the arrangement contains the use of a specific 
asset and the right to use that asset. Where the Company receives substantially all the risks and rewards 
of ownership of the asset, these arrangements are classified as finance leases. Finance leases are 
recorded as an asset with a corresponding liability at an amount equal to the lower of the fair value of the 
leased asset and the present value of the minimum lease payments. Each lease payment is allocated 
between the liability and finance costs using the effective interest method, with the interest element of the 
lease charged to the consolidated statement of income and comprehensive income as a finance cost. 
Capital assets acquired under finance leases are depreciated over the shorter of the useful life of the asset 
and the lease term. 

 
All other leases are classified as operating leases. Operating lease payments are recognized in the 
consolidated statement of income and comprehensive income on a straight-line basis over the lease term. 

 
l) Estimates and Judgments 

The preparation of these consolidated financial statements in conformity with IFRS requires management 
to make estimates, judgments and assumptions that affect the application of accounting policies and the 
reported amounts of assets and liabilities at the date of the consolidated financial statements, the reported 
amounts of revenue and expenses during the reporting period, and the assessment and disclosure of 
contingencies, if any. The estimates and associated assumptions are based on historical experience and 
other factors that are considered to be relevant. Actual results may differ from these estimates. 
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Estimates 
 

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting 
estimates are recognized in the year in which the estimates are revised and in any future periods affected. 
Information about critical estimates and critical judgments in applying accounting policies that have the 
most significant effect on the amounts recognized in these consolidated financial statements is included in 
the following items: 

 
Convertible Debentures 

 
The Company measures the discount rate used to determine the fair value of the debt component by 
reference to interest rate, charged to companies with debt issuances without a conversion feature. 

 
Stock Options and Share-Based Compensation 

 
The Company measures the fair value of stock options granted to officers, directors, employees and agents 
using the Black-Scholes option pricing model which incorporates the assumptions regarding the expected 
life of the stock option, volatility, dividend yield, and risk-free rates. The Company is required to calculate 
the fair value of these stock options at the date of issuance. 

 
Financial Instruments under IFRS 9 

 
The Company makes estimates with respect to the valuation of level 3 investment classified as FVOCI. 

 
Income Taxes 

 
In assessing the probability of realizing deferred income tax assets, management makes estimates related 
to expectation of future taxable income, applicable tax opportunities, expected timing of reversals of existing 
temporary differences and the likelihood that tax positions taken will be sustained upon examination by 
applicable tax authorities. In making its assessments, management gives additional weight to evidence that 
can be objectively verified. 

 
Critical Accounting Judgments 

 
Impairment 

 
Management is required to use judgment to review the carrying values of the mining properties on a 
quarterly basis to determine whether any impairment exists based on assumptions of current and future 
events or circumstances. Estimates and assumptions may change if new information becomes available. If 
after the expenditures are capitalized and information becomes available suggesting that the recovery of 
the carrying values is unlikely, the amount capitalized is written-off to the statement of income and 
comprehensive income during the year that the new information becomes available. 

 
Debentures 

 
The Company applies judgment in determining the appropriate accounting treatment for debt issued. The 
Company reviews the relevant agreements and determines if any embedded derivatives (other than the 
conversion feature) exist in the arrangement. The Company then reviews the terms of the conversion 
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feature, if applicable, to determine if it should be classified as a liability or as a component of equity. For 
the debt issued during the year, the Company determined that there were no other embedded derivatives 
and that the conversion feature should be classified as a component of equity. 

 
 

Going Concern 
 

Management uses its judgment in determining whether the Company is able to continue as a going concern. 
Critical considerations take into account all available information about the future viability of anticipated 
return on its real estate investments and recoverability of such investments, the availability of capital 
financing, current working capital funds, market price of real estate, and the future commitment and 
obligations. Management has asserted that the Company is a going concern and that no material 
uncertainty exists as at December 31, 2018. 

 
Classification of financial instruments 

 
The Company makes judgments with respect to the classification of its investment. 

 
m) Accounting Standards Adopted in 2018 

 
IFRS 15 - Revenue from Contracts with Customers 

The Company has adopted the new IFRS 15 standard “Revenue from Contracts and Customers” (IFRS 
15) which was issued by the IASB on May 28, 2014, and which became effective on January 1, 2018 on a 
modified prospective basis as if the standard had always been in place. The comparative information has 
not been restated and continues to be reported under the accounting standards in effect for those periods. 

The objective of IFRS 15 is to establish a single model for entities to use in accounting for revenue arising 
from contracts with customers; except for contracts that are within the scope of the standards on leases, 
insurance contracts, and financial instruments. 

The standard requires revenue to be recognized in a manner that depicts the transfer of promised goods 
or services to a customer and at an amount that reflects the consideration expected to be received in 
exchange for transferring those goods or services. This is achieved by applying the following five steps: 

1. Identify the contract with a customer; 

2. Identify the performance obligations in the contract; 

3. Determine the transaction price; 

4. Allocate the transaction price to the performance obligations in the contract; and 

5. Recognize revenue when (or as) the entity satisfies a performance obligation. 

The adoption of the new standard did not have a material impact to the consolidated financial statements 
of net income and comprehensive income. 
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IFRS 9 - Financial Instruments 
 

In July 2014, the IASB issued IFRS 9, Financial Instruments (‘‘IFRS 9’’) which replaced IAS 39, Financial 
Instruments: Recognition and Measurement (‘‘IAS 39’’) effective January 1, 2018. IFRS 9 provides new 
guidance on the classification and measurement, impairment and hedge accounting for financial 
instruments in addition to clarification for the treatment of modifications of financial liabilities. IFRS 9 is 
required to be adopted retrospectively with certain available transition provisions.The adoption of this 
standard did not have any significant impact on the combined financial statements for 
the current or prior years. 

Classification and measurement: 

IFRS 9 requires a new approach for the classification and measurement of financial assets based on the 
Company’s business models for managing these financial assets and their contractual cash flow 
characteristics. This approach is summarized as follows: 

 
 Assets held for the purpose of collecting contractual cash flows that solely represent payments of 

principal and interest are measured at amortized cost. 
 Assets held within a business model where assets are both held for the purpose of collecting 

contractual cash flows or sold prior to maturity and the contractual cash flows solely represent 
payments of principal and interest are measured at fair value through other comprehensive income 
(‘‘FVTOCI’’). 

 Assets held within another business model or assets that do not have contractual cash flow 
characteristics that are solely payments of principal and interest are measured at fair value through 
profit or loss (‘‘FVTPL’’). 

 
The Company completed its review of all financial instruments held and performed a cash flow and business 
model assessment, and the impact is summarized as follows: 

 
 The classification of Investments as Available for Sale (“AFS”) under IAS 39 has been renamed to 

Fair Value through Other Comprehensive Income (“FVOCI”). The Investments previously classified 
as Available for Sale were still measured at fair value, thus there was no material impact from the 
adoption of IFRS 9. 

 
The following summarizes the Company’s classification and measurement of its financial assets and 
liabilities: 

 

Classification and 
Measurement Basis 

 

 

Financial assets 
Accounts receivable Amortized Cost 
Cash Amortized Cost 
Due from related parties Amortized Cost 
Loan receivable Amortized Cost 
Investments Fair Value through Other Comprehensive Income 



CIM International Group Inc. 
Consolidated Financial Statements 
For the Years Ended December 31, 2018 and December 31, 2017 
(Expressed in Canadian Dollars) 

17 

 

 

 

Financial liabilities 
Debentures Amortized Cost 
Accounts payable and accrued liabilities Amortized Cost 
Due to related parties Amortized Cost 
Financial lease payable Amortized Cost 

 
 

Effective interest method 
 

The effective interest method calculates the amortized cost of a financial instrument asset or liability and 
allocates interest income or cost over the corresponding period. The effective interest rate is the rate that 
discounts estimated future cash receipts or payments over the expected life of the financial asset or liability, 
or where appropriate, a shorter period. Income is recognized on an effective interest basis for debt 
instruments other than those financial assets classified as FVTPL. 

 
Convertible debentures 

 

The component parts of compound instruments (convertible debentures) issued by the Company are 
classified separately as financial liabilities and equity in accordance with the substance of the contractual 
arrangements and the definitions of a financial liability and an equity instrument. Conversion options that 
will be settled by the exchange of a fixed amount of cash or another financial asset for a fixed number of 
the Company's own equity instruments is an equity instrument. 

At the date of issue, the fair value of the liability component is estimated using the prevailing market interest 
rate for similar non-convertible instruments. This amount is recorded as a liability on an amortized cost 
basis using the effective interest method until extinguished on conversion or at the instrument's maturity 
date. 

The conversion option classified as equity is determined by deducting the amount of the liability component 
from the fair value of the compound instrument as a whole. This is recognized and included in equity, net 
of income tax effects, and is not subsequently remeasured. In addition, the conversion option classified as 
equity will remain in equity until the conversion option is exercised, in which case, the balance recognized 
in equity will be transferred to share capital. 

When the conversion option remains unexercised at the maturity date of the convertible note, the balance 
recognized in equity will be transferred to contributed surplus. No gain or loss is recognized in the statement 
of income and comprehensive income upon conversion or expiration of the conversion option. 

Transaction costs that relate to the issue of the convertible notes are allocated to the liability and equity 
components in proportion to the allocation of the gross proceeds. Transaction costs relating to the equity 
component are recognized directly in equity. Transaction costs relating to the liability component are 
included in the carrying amount of the liability component and are amortized over the lives of the convertible 
notes using the effective interest method. 

 
 
 

 
Impairment 
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A financial asset carried at amortized cost is considered impaired if objective evidence indicates that one 
or more events have had a negative effect on the estimated future cash flow of that asset that can be 
estimated reliably. Significant financial assets are tested for impairment on an individual basis. The 
remaining financial assets are assessed at the cash generating unit which occurs at the mineral property 
level. An impairment loss in respect of a financial asset measured at amortized cost is calculated as the 
difference between the carrying amount and the present value of the estimated future cash flows discounted 
at the asset’s original effective interest rate. In assessing collective impairment, the Company uses 
historical trends of the probability of default, timing of recoveries and the amount of loss incurred, adjusted 
for management’s judgment as to whether current economic and credit conditions are such that the actual 
losses are likely to be greater or less than suggested by historical trends. 

 
 

n) Future Accounting Standards 

IFRS 16 – Leases 
 

On January 13, 2016, the IASB issued a new standard IFRS 16 Leases (“IFRS 16”). This new IFRS 
standard is effective for annual periods beginning January 1, 2019. This standard introduces a single lessee 
accounting model and requires a lessee to recognize assets and liabilities for all leases with a term of more 
than 12 months, unless the underlying asset is of low value. A lessee is required to recognize a right-of- 
use asset representing its right to use the underlying asset and a lease liability representing its obligation 
to make lease payments. This standard substantially carries forward the lessor accounting requirements of 
IAS 17, while requiring enhanced disclosures to be provided by lessors. Other areas of the lease accounting 
model have been impacted, including the definition of a lease. Transitional provisions have been provided. 

 
Effective January 1, 2019, the Company adopted IFRS 16, “Leases” which introduces changes to lease 
accounting whereby many of the leases previously accounted for as operating leases will now need to be 
accounted for as capital leases. IFRS 16 superseded IAS 17-Leases and related interpretations. Upon 
adoption of IFRS 16, the Company expects the adjustments to the consolidated financial statements will 
be required because of adopting IFRS 16. The Company’s current office space lease will result in the 
recognition of the right of use asset and the corresponding lease liability (note 18). 

 
 
 

4. OTHER RECEIVABLES 

December 31, 2018 December 31, 2017 
 

HST taxes and other tax credits $ 64,491 $ 11,199 
Due from CIM Mackenzie Creek LP 2,000,000 - 
Other receivable 1,426,313 - 

 
 

Total $ 3,490,804 $ 11,199 
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5. LOAN RECEIVABLE 
 

 
 
Balance – beginning of year 

December 31, 2018 
 

$ - 

December 31, 2017 
 

$ - 
Issued in the year     10,000,000   - 

Balance – end of year $ 10,000,000 $ - 
 

During the year 2018, the Company provided a three-year loan in the amount of $10,000,000 bearing 
interest at a rate of 20% per annum (the “Investment”) to Bayview Creek (CIM) LP, the beneficial owner of 
the Bayview Creek residential development project located at 10747 Bayview Avenue, Richmond Hill, 
Ontario maturing June 27, 2021. The Company raised gross proceeds via a Private Placement, to fund this 
loan receivable, by issuing three-year term secured debentures in the amount of $10,000,000 bearing 
interest at a rate of 13.5% per annum payable semi-annually. The Private Placement and the Investment 
were considered “related party transactions” as (i) Jiubin Feng, one of the directors and senior officers of 
the Company, is also a director and officer of the general partner of Bayview Creek (CIM) LP and (ii) the 
general partner of Bayview Creek (CIM) LP is also the general partner of one of the insiders of the 
Company, namely CIM Investment & Development LP. 

 
During the year ended December 31, 2018, the Company recorded interest income totaling $1,292,082 
with respect to the note receivable from Bayview Creek (CIM) LP, a related company (Dec 31, 2017 - $nil). 

 
6. PROPERTY AND EQUIPMENT  

 December 31, 2018 December 31, 2017 

Office equipment and furniture $ 104,346 $ 104,346 
Computer equipment and software 65,430 33,955 
Leasehold improvements 19,286 19,286 
Software   7,500   7,500 

Total 196,562 165,087 
Accumulated depreciation   (112,406)   (64,576) 

Net book value $ 84,156 $ 100,511 
 

During the year ended December 31, 2018, the Company acquired a total of $31,475 of property and 
equipment assets ($Nil - Dec 31, 2017) and did not dispose of any property and equipment assets in the 
year ended December 31, 2018 ($Nil - Dec 31, 2017). 

 
7. INVESTMENTS  

December 31, 2018 
 

December 31, 2017 

Investment in CIM Mackenzie Creek LP – FVTOCI $ 10,000,000 $ 10,909,090 
Investment in Victoria House Retirement Home – FVTOCI   352,400   352,400 

Total $ 10,352,400 $ 11,261,490 
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Investment in CIM Mackenzie Creek LP 

As at December 31, 2016 

In April 2016, the Company completed the securities exchange with the CIM Parties and acquired 10M 
Class A Units in a new limited partnership named CIM Mackenzie Creek Limited Partnership in exchange 
for 40M common shares in the capital of the Company at a price of $0.25 per consolidated share on a post- 
consolidated basis totaling $10M (referred to as the “Transaction”). The Company measured $10 million 
investment in CIM Mackenzie Creek LP at fair value both at the transaction date and as of December 31, 
2016. The fair value of the investment at the transaction date was $12,745,286 which resulted in a day one 
level three gain of $2,745,286 which is to be recognized through profit and loss over time and any changes 
in fair value only to the extent that it arises from a change in factors that market participants would take into 
account in accordance with IAS 39 should be recognized through Other Comprehensive Income. 

The Company recorded income of $1,333,333 partially relating to the amortization of the deferred gain of 
$610,064, and partially relating the income earned on that investment of $723,270. The change in the fair 
value attributable to Other Comprehensive Income was $357,373. 

The investment was initially designated upon inception as available for sale and recorded at fair value of 
$12,745,286. This resulted in a day 1 gain of $ 2,745,286 which was deferred and will be recognized into 
profit and loss over the term of the investment. This resulted in $610,064 being recognized in income for 
the ten-month period ended December 31, 2016. At December 31, 2016, the fair value of the investment 
was $11,777,850. 

The Company recognized $723,270 in income, and unrealized gains and losses of $357,372 recognized in 
Other Comprehensive Income. The Company received cash $2 million during ten-month period ended 
December 31, 2016 and as a result of, the Company recorded a deferred gain of $666,667. 

 
 

As at December 31, 2017 

The Company recorded income of $2,000,000 consisting of the amortization of the deferred gain of 
$915,095 and income earned on that investment of $1,084,905. The change in the fair value of the 
investment attributable to Other Comprehensive Income was an increase of $87,545 for the year ended 
December 31, 2017. 

 
 

As at December 31, 2018 

The Company recorded income of $2,000,000 to be collected in the period 2019. Income is partially related 
to the amortization of the deferred gain of $915,095 and partially related income earned on that investment 
of $1,084,905. The change in the fair value of the investment attributable to Other Comprehensive Income 
was a decrease of $1,168 for the year ended December 31, 2018. 

 
In calculating the fair value, management was required to make several assumptions concerning, but not 
limited to, cash flows and discount rates. All assumptions resulted in a fair value that is considered within 
the level 3 category of the fair value hierarchy. In particular, the Company used a discounted cash flow 
approach in the determination of the fair value which utilized cash flow projections based on financial 
forecasts prepared by Company management covering a period of 2 years and 2 months, and a discount 
rate of 10%. 
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On August 2, 2018, the Company executed an Extension Agreement in connection with the securities 
exchange for the 10M Class A units of CIM Mackenzie Creek Limited Partnership. As of the date of the 
agreement, CIM Invests Development Inc., on behalf of CIM Mackenzie Creek Limited Partnership, granted 
to CIM International Group Inc. the right to require CIM Mackenzie Creek Limited Partnership to redeem, 
and agreed to extend the redemption right for, an aggregate of 10,000,000 Class A Units to February 6, 
2021. 

 
Investment in Victoria House Retirement Home 

During the year ended December 31, 2017, the Company invested in the "Victoria House Retirement Home 
(“Victoria House”), a retirement home located in Orillia, Ontario. CIM invested $352,400 directly in the 
common shares of Canadian China Ageing Development Inc. (“CCAD”) representing 8.045% of CCAD’s 
shares. CCAD is the facilities manager of the Victoria House. This investment was initially designated upon 
inception as, and recorded at FVOCI. Due to its recent purchase, the Company kept the investment at cost 
which approximates the fair value. 

 
 

8. ASSET HELD FOR SALE 

December 31, 2018 December 31, 2017 
 

Investment in CIM Hwy & Holding LP $ 2,072,727 $ 1,500,000 

 
On May 23, 2017, the Company invested in the "Bur Oak" residential and commercial real estate project 
located at 6910 Hwy 7 and Ninth Line in Markham, Ontario. The Bur Oak project is a 3-Phase project on a 
20-acre site which is planned to include 140 residential townhouses, 575 condominium units and 50,000 
sq. feet of commercial space in separate developments over a 6-year timeframe. The Company invested 
$1,200,000, which was transferred from a loan receivable of $1,200,000 in the account, directly in limited 
partnership units in the capital of CIM Hwy 7 Holding LP, and which effectively represents a 27.3% interest 
in the Bur Oak project. This project is moving forward with all the various studies, processes and approvals 
required for the development of the project. 

As at December 31, 2018 and December 31, 2017, the CIM Hwy 7 Holding LP on a gross basis includes 
the following: 

December 31, 2018 December 31, 2017 
 

Current assets $ 74,452 $ 853,840 
Non-current assets 7,725,549 4,846,368 
Current liabilities - (200,208) 
Non-current liabilities   -   - 
Net Equity $ 7,800,000 $ 5,500,000 

 
 

As at December 31, 2018, the Company has classified its investment in CIM Hwy 7 Holding LP as an Asset 
Held for Sale as the Company is exploring the sale of its interest in this property in 2019. 
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9. INVESTMENT IN ASSOCIATES 

December 31, 2018  December 31, 2017 
 

(a) Investment in CIM Development LP $ - $ 2,000,000 
(b) Investment in CIM Homes Inc. - 55,263 
(c) Investment in CIM Port McNicoll Holding LP   3,577,500   2,011,500 

Net Equity $ 3,577,500 $  4,066,763 
 
 

(a) On November 28, 2016, the Company invested in the Valleyview Garden residential real estate project 
located at 3000-3020 Kennedy Road in Scarborough, Ontario. The Valleyview Garden Project is a 4.3 
acres site of developable residential real estate land in the City of Toronto. The development proposal 
application, which has been submitted to the City of Toronto, is for 42 freehold newly constructed single 
detached residential housing units. The Company invested in limited partnership units in the capital of 
CIM Development LP, which beneficially owns the Valleyview Garden real estate project, representing 
a 21% interest in the limited partnership, at an investment cost of $2 million. 

 
As at December 31, 2017, CIM Development LP on a gross basis includes the following: 

 
December 31, 2017 

 
Current assets $ 3,357,373 
Non-current assets 21,153,606 
Curent liabilities (510,979) 
Non-current liabilities (14,500,000) 
Net Equity $  9,500,000 

 
On December 31, 2018, the Company sold its interest in CIM Development LP for total proceeds of 
$2,000,000 and recorded no gain or loss on the transaction. The $2,000,000 of total proceeds are 
comprised of a $600,000 cash settlement, and a $1,400,000 promissory note. The Company has recorded 
the $1,400,000 within Other Receivables on the Consolidated Statement of Financial Position. 

 
(b)  During the year ended December 31, 2017, the Company invested in 20% of CIM Homes Inc. by 

acquiring 200 common shares issued at $1 per share. CIM Homes Inc. is a real estate development 
company which develops residential and commercial real estate projects. 

 
As at December 31, 2018 and December 31, 2017, CIM Homes Inc. on a gross basis includes the 
following: 

December 31, 2018 December 31, 2017 
 

Current assets 
Non-current assets 

$ - 
- 

$ 334,440 
1,077,772 

Current liabilities - (1,144,854) 
Non-current liabilities   -   - 
Net Equity $ - $  267,358 
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December 31, 2018 December 31, 2017 
 

Revenues $ 6,000 $ 684,000 
Expenses   2,945   (408,687) 
Net income for the period $ 3,055 $  275,313 

 
During the year ended December 31, 2018, the Company recorded $611 (Dec 31, 2017: $55,063) of 
associate’s post-acquisition profit. Effective May 31, 2018, the Company sold its 20% shares in CIM Homes 
Inc. to Jiubin Feng, a related party, for $200 and a total of share of associates loss for the year was recorded 
at $54,863 as a result. 

(c) During the year ended December 31, 2017, the Company invested in the Port McNicoll residential real 
estate project located near the town of Port McNicoll, Ontario on the southern shore of Georgian Bay. 
The project is in the development stage on a 1,126-acre site which is planned to include up to 1,500 
residential homes. The Company invested $2,011,500, in limited partnership units in the capital of Port 
McNicoll Holding LP, and which effectively represents a 30.0% interest in the Port McNicoll project. 

 
 

As at December 31, 2018 and December 31, 2017, CIM Port McNicoll Holding LP on a gross basis 
includes the following: 

 

 December 31, 2018 December 31, 2017 

Current assets $ 956,975 $ 472,922 
Non-current assets 44,068,150 43,066,198 
Current liabilities (2,865) (43,339) 
Non-current liabilities    (31,823,883) (36,020,439) 
Net Equity $ 13,198,377 $ 7,475,341 

 
10. CONVERTIBLE DEBENTURES 

 
 

December 31, 2018 

 
 
December 31, 2017 

Balance – beginning of the year $ - $ 180,000 
Less: principal repaid in the year   -   (180,000) 

Balance – end of the year $ - $ - 
 

On December 5, 2013, the Company issued convertible debentures with a face value of $280,000 through 
a non-brokered private placement financing. The convertible debentures bore interest at a rate of 8% per 
annum paid semi-annually during May and November each year, were unsecured, and with a maturity date 
of December 5, 2016. 

 
Each debenture was convertible into common shares of the Company at the holder's option at any time 
prior to the maturity date at a conversion price of $1.75 per common share (post-consolidation). The 
convertible debentures were compound financial instruments consisting of the debt instrument and the 
equity component feature. The debt instrument was recorded at amortized cost using the effective interest 
method at an annual discount rate of 10.28% over the life of the debenture of three years. 
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The gross proceeds were allocated between the debt instrument in the amount of $265,371 and to the 
equity component for $14,629. The accreted interest for the debenture for the year ended December 31, 
2017 was $Nil (December 31, 2016: $12,522). Effective December 5, 2016, a total of $50,000 in principal 
of the convertible debentures were repaid and $50,000 was settled against an amount due to a related 
company. A total of $180,000 in principal of the convertible debentures were extended for a term of one 
year to December 5, 2017 with all other terms and conditions remaining unchanged. In December 2017, 
the balance of $180,000 in principal of the convertible debentures and the accrued interest of $14,400 for 
the year were repaid in full. 

 
11. DEBENTURE  

December 31, 2018 
 
December 31, 2017 

Debenture issued in the year $ 10,000,000 $ - 
Issue costs – less amortization   (579,661)   - 

Balance – end of year $ 9,420,339 $ - 
 

During the year 2018, the Company raised aggregate gross proceeds of $10,000,000 by issuing three-year 
term secured debentures bearing interest at a rate of 13.5% per annum payable interest only semi-annually 
(the “Debenture”) on a non-brokered Private Placement basis (the “Private Placement”). The Debenture is 
due by August 2, 2021, and are secured by 10,000,000 Class A limited partner units owned by the Company 
in the capital of CIM Mackenzie Creek Limited Partnership. 

 
The net proceeds of the Private Placement were used to purchase a three-year term secured debenture 
bearing interest at a rate of 20% per annum payable semi-annually (the “Investment”) from Bayview Creek 
(CIM) LP, the beneficial owner of the Bayview Creek residential development project located at 10747 
Bayview Avenue, Richmond Hill, Ontario. The Company paid a finder’s fee equal to four percent (4%) of 
the gross proceeds of the Private Placement raised from investors referred to the Company by the finders. 

 
The Private Placement and the Investment (collectively, the “Transactions”) were considered “related party 
transactions” as (i) Jiubin Feng, one of the directors and senior officers of the Company, is also a director 
and officer of the general partner of Bayview Creek (CIM) LP and (ii) the general partner of Bayview Creek 
(CIM) LP is also the general partner of one of the insiders of the Company, namely CIM Investment & 
Development LP. 

 
The Company incurred a total of $749,038 issued costs in connection with the issuance of the Debentures 
and amortized a total of $169,377 of these costs as at December 31, 2018. During the year ended 
December 31, 2018, the Company incurred interest expense of $962,703 regarding the Debentures. 

 
 

12. FINANCE LEASE PAYABLE   

 December 31, 2018 December 31, 2017 

Finance lease payable $ 39,296 $ 27,027 
Less: Current portion   17,572   16,932 

Finance lease payable - Long term portion $ 21,724 $ 10,095 
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The finance lease payable bears interest at rates of up to 13.9% per annum, are repayable in monthly 
instalments of principal and interest of $1,599, are secured by capital assets, and mature up to July 2022. 

 
As of December 31, 2018, the committed present value repayments of the finance lease on a fiscal year 
basis are as follows: 

2019 $ 17,572 
2020 
2021 8.586 
2022   5,481 

Total $  39,296 
 
 

13. INCOME TAXES 

a) Income tax expense 

Income tax expense differs from the amount that would result from applying the Canadian federal and 
provincial income tax rates to earnings from continuing operations before taxes. These differences result 
from the following: 

December 31, 2018 December 31, 2017 

Income before taxes $ 234,844 $ 425,849 

Canadian statutory federal and provincial income tax rates   26.5%   26.5% 
   

Income tax provision based on Canadian income tax rates $ 62,234 $ 112,850 

Non-deductible expenses 1,857 6,083 
Pre-acquisition of control - - 
Non-taxable portion of partnership draw (265,000) (265,000) 
Other  1712 15,036 
Non-recognition of tax attributes   -   - 

Income tax recovery $ (199,197) $ (131,031) 
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b) Deferred tax assets (liabilities) 
 

Balance 
January 1, 

2018 

Recognized in 
Income 

Recognized in 
Other 

Comprehensive 
Income 

Balance 
December 31, 

2018 

 
Non-capital 
losses 

$ 558,738 $ 201,309 $ - $ 760,047 

Share 6,707 (5,586) - 1,121 
issuance     

cost     

Debt - 5,186 - 5,186 
Issuance     

Cost     

Investment (283,523) (1,712) (7,173) (292,408) 
in CIM     

Mackenzie     

Creek LP     

Total $ 281,922 $ 199,197 $ (7,173) $ 473,946 
 
 
 

c) Non-recognized net deductible temporary differences 

The Company has total deductible temporary differences in total of $3.9 million (Dec 31, 2017: $3.9 
million) for which no deferred tax asset has been recognized, comprised as follows: 

 
 
 
Mine exploration costs 
Share issuance costs 

December 31, 2018 
 

$ 776,873 
- 

December 31, 2017 
 

$ 776,873 
- 

Non-capital losses     3,207,761   3,207,761 

Total $ 3,984,643 $ 3,984,643 

(i) As per Note 1, the Company underwent a securities exchange, which resulted in a change of control. As 
a result, the non-capital losses and mine exploration costs pre-acquisition are restricted in use. The 
Company has not recognized deductible temporary differences on these properties. 
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Income taxes (Continued) 
 

d) Loss carry-forwards 

As at December 31, 2018, the Company has available non-capital losses in Canada of $6.1 million 
related specifically to its mining business that if not utilized will expire as follows: 

 

2031 (Restricted) $ 298,251  
2032 (Restricted) 413,076 
2033 (Restricted) 518,729 
2034 (Restricted) 441,280 
2035 (Restricted) 860,411 
2036 (Restricted) 666,697 
2037 978,457 
2038 1,129,987 
2039 759,659 

 
$ 6,066,547 

 
14. SHARE CAPITAL 

 

Authorized - Unlimited common shares with no par value 
 

Issued, fully paid and outstanding  

  
Number of Shares 

(Post -Consolidation) 

 
 

Amount 

Balance, December 31, 2017 46,132,616 $ 13,972,597 

Balance, December 31, 2018   46,132,616 $ 13,972,597 
 
 

Income (Loss) Per Share 
 

The dilutive effect on earnings (loss) per share is calculated presuming the exercise of outstanding options, 
warrants and similar instruments. It assumes that the proceeds of such exercise would be used to 
repurchase common shares at the average market price during the year. However, the calculation of diluted 
loss per share excludes the effects of various conversions and exercise of options and warrants that would 
be anti-dilutive. 
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15. OTHER CAPITAL RESERVES 
 

a) Stock Options 
 

The Company established an incentive stock option plan (the “Plan”) pursuant to which the Company 
may, from time to time, at the discretion of the directors to grant options to the directors, officers, 
technical consultants and employees of the Company to purchase common shares, provided that the 
number of common shares reserved for issuance will not exceed 10% of the issued and outstanding 
common shares. The number of common shares reserved for issuance to any individual director, officer 
or employee will not exceed five percent (5%) of the issued and outstanding common shares and will 
not exceed two percent (2%) for all technical consultants. 

 
As at December 31, 2018, there were a total of 373,262 (December 31, 2017 – 372,262) vested stock 
options outstanding and the weighted average contractual life remaining of the balance of the 
outstanding stock options is 0.32 years (December 31, 2017: 1.33 years). 

 
STOCK OPTIONS 
 Number of 

Stock Options 
 Weighted 

Average Exercise 
Price 

 

Balance, January 1, 2017 
Granted in the year 
Cancelled or expired in the period 

 373,262 
- 
- 

 $0.375 
- 
- 

 

 
Balance, December 31, 2017 

  
373,262 

  
$0.375 

 

 
Balance, December 31, 2018   373,262 $0.375 

 
 
 

b) Other Capital Reserves 
    Amount 

 

Balance, December 31, 2017 and December 31, 2018 $  624,183 
 
 

16. FINANCIAL INSTRUMENTS 

Fair Value 

On December 31, 2018, the carrying value of other receivables (excluding HST) and due from related 
parties, accounts payables and accrued liabilities, due to related parties, approximates their carrying value 
due to the short-term nature of these financial instruments. The fair value of cash and cash equivalents is 
based on Level 1 inputs. Fair value of financial assets and financial liabilities included in Level 1 are 
determined by reference to quoted prices in active markets for identical assets and liabilities. 
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Fair Value Hierarchy 

The following provides a description of financial instruments that are measured subsequent to initial 
recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is 
observable: 

 
 Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active 

markets for identical assets or liabilities; 
 Level 2 fair value measurements are those derived from inputs other than quoted prices included 

within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly 
(i.e. derived from prices); and 

 Level 3 fair value measurements are those derived from valuation techniques that include inputs 
for the asset or liability that are not based on observable market data (unobservable inputs). 

 
As at December 31, 2018, the Company’s investments are measured as fair value and are categorized as 
level 3 fair value hierarchy as disclosed in Note 7. 

 
Capital Management 

 
The Company’s capital management objectives are to safeguard its ability to continue to operate as a going 
concern. The Company considers items included in shareholder's equity to be capital. Its principal sources 
of cash are from the issuance of common shares and funding from related parties. The Board of Directors 
monitors the Company's capital position regularly. The Company does not have any externally imposed 
capital requirements to which it is subject. 

 
The Company manages the capital structure and makes adjustments to it 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 issue new shares from time to time. 

 
Risk Management 

 
The Company is exposed to financial risks due to the nature of its business operations and the financial 
assets and liabilities it holds. The Company’s primary risk management objective is to safeguard its cash 
flows, and to maintain a strong and efficient capital structure to provide liquidity to support continued asset 
growth. 

 
The management of the Company monitors its overall cash position on a regular basis and forecasts its 
financial obligations so that it is able to meet these commitments. The Board of Directors meets regularly 
to review business operations, reviews of cash positions and budgets, monitors the status of its real estate 
investments, reviews compliance with contracts and commitments, and compliance with regulatory 
authorities. 

 
A summary of the Company’s risk exposures as it relates to financial instruments are reflected below: 
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a) Market risk - Market risk is the risk that the fair value or future cash flow from a financial instrument 
will fluctuate because of changes in market prices. Market risk comprises three types of risk: 
currency risk, interest rate risk and other price risk. The Company believes that it is exposed to 
price risk related to real estate. 

b) Credit risk - Credit risk arises from cash and deposits with banks and financial institutions, and 
accounts receivables. To minimize the credit risk the Company places these instruments with a 
high credit quality financial institution, and monitors accounts receivable balances on a monthly 
basis for collectability. 

c) Interest rate risk - Interest rate risk is the risk that the future cash flows of the Loan to Bayview 
Creek LP and the Debenture will fluctuate because of changes in market interest rates.. 

d) Currency risk - The Company operates in Canada and conducts its business operations in 
Canadian dollars only. As a result, the Company no foreign currency exposure with respect to its 
transactions denominated in Canadian dollars 

e) 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 currently settles its financial obligations out of cash. 
The ability to do this relies on the Company raising equity and debt financing in a timely manner 
and by maintaining sufficient cash in excess of anticipated needs subject to certain restrictions 
imposed by the CSE. It is anticipated that the Company’s existing cash balances, cash flow from 
operations, advances from related parties and debt financing will be sufficient to fund operations 
for the next twelve months. Refer to note 10 whereby the Company raised a total of $10,000,000 
gross proceeds from the issuance of three-year term secured debentures during the year. 

 

All Company’s financial liabilities except for as disclosed in notes 10 and 11, are due within three months 
to one year. 

 
 

17. RELATED PARTY TRANSACTIONS 

During the year ended December 31, 2018 and year ended December 31, 2017, the following are the 
related party transactions: 

a) Due from related parties: 
 

 
 
Rent, cost, accounting service and other 

December 31, 2018 
 

$ 22,776 

December 31, 2017 
 

$ 100,830 
CIM International Development Inc. 89,900 - 
Bayview Creek (CIM) LP 611,501 - 
Due from an Officer and Director   30,428   - 

Total $  754,606 $ 100,830 
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Due to related parties: 
 December 31, 2018 December 31, 2017 

CIM Homes Marketing Inc. $ 1,201,644 $ 1,000,000 
Bayview Creek (CIM) LP 7,352,306 3,663,327 
CIM Global Development LP (537) 2,544 
Due to Officers and Directors   250,000   - 

Total $  8,803,413 $    4,665,871 
 
 
 

b) As at December 31, 2018, the Company owes CIM Home Marketing Inc. Inc., a related company, 
$1,201,644 which is a 20% annual interest rate short-term loan payable on demand and is presented 
as “Due to related parties” on the Consolidated Financial Position Statement since the Chief Executive 
Officer of the Company is related to an officer and director of this company. 

 
c) As at December 31, 2018, the Company owes Bayview Creek CIM LP., a related company, $7,352,306 

which is a 20% annual interest rate short-term loan payable on demand and is presented as “Due to 
related parties” on the Consolidated Financial Position Statement since the Chief Executive Officer of 
the Company has an interest in related companies. During the year, interest expense payable of 
$800,000 was waived by Bayview Creek (CIM) LP by agreement. This resulted in a reduction to “Interest 
expense” and “Due to related parties” in the amount of $800K each. 

 
d) As at December 31, 2018, the Company repaid $1,611 to CIM Global Development LP., a related 

company, related to a non-interest short-term loan payable on demand in the amount of $1074.06 and 
is presented as “Due to related parties” on the Consolidated Financial Position Statement since the 
Chief Executive Officer of the Company has an interest in related companies. 

 
e) During the year ended December 31, 2017, the Company acquired a 27.3% interest in CIM Hwy 7 

Holding Limited Partnership (Note 8) where the Chief Executive Officer of the Company has an interest 
in related companies. 

 
f) During the year ended December 31, 2017, the Company acquired a 30% interest in CIM Port McNicoll 

Holding Limited Partnership (Note 8) where the Chief Executive Officer of the Company has an interest 
in related companies. 

 
g) During the year ended December 31, 2018, the Company issued a note receivable in the amount of 

$10,000,000 to Bayview Creek (CIM) Limited Partnership (Notes 5 and 10) where the Chief Executive 
Officer of the Company has an interest in related companies. 

 
h) During the year ended December 31, 2018, the Company earned interest revenue totaling $1,292,082 

from Bayview Creek (CIM) LP (Dec 31, 2017 - $Nil) 
 

i) During the year ended December 31, 2018, the Company earned accounting and financial services 
totaling $115,000 charged to related companies (Dec 31, 2017 - $255,000). 
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j) During the year ended December 31, 2018, the Company charged related companies for the recovery 
of operating expenses totaling $231,505 (Dec 31, 2017 - $136,793). 

 
k) During the year ended December 31, 2018, the Company incurred interest expense totaling $482,896 

to related companies (Dec 31, 2017 - $350,683). 
 

l) Effective May 31, 2018, the Company sold a 100% of its interest in CIM International Development Inc. 
to Jiubin Feng, the CEO of the Company for $30,728 representing the estimated value at that time. 

 
m) Key management includes the Company’s directors, officers and any employees with authority and 

responsibility for planning, directing and controlling the activities of the entity, directly or indirectly. 
 
 
 

n) A summary of the key management compensation for the period comprises the following: 
 

December 31, 2018 December 31, 2017 
 

Salaries and benefits $ 383,746 $ 340,028 
 
 
 

18. COMMITMENTS AND CONTINGENCIES 

 
Lease Commitment 

The Company is committed to the following office rental payments as at December 31, 2018: 

Rent Amount 
 

Less than 1 year $ 276,310 
Greater than1 and less than 5 years 368,413 
Greater than 5 years   - 

Total Commitment $  644,723 
 

The Company expects to recover approximately $533,316 of this commitment from related companies. 
 
 

19. SEGMENT 
 

The Company currently operates in one business segment, which is real estate development for which all 
operating  activities  are  conducted  within  Canada. As at December 31, 2018, the Company had 
$16,000,627 (December 31, 2017 was $16,828,253) of real estate non-current assets and recorded 
revenue of $2,000,000 (December 31, 2017 was $2,000,000) from its investment in real estate. 


