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CLIFFSIDE CAPITAL LTD. 
MANAGEMENT DISCUSSION AND ANALYIS 

FOR THE THREE AND TWELVE MONTHS ENDED DECEMBER 31, 2016 
  
The following management discussion and analysis (“MD&A”) of the results of the operations and financial 
position of Cliffside Capital Ltd. (the “Company”) prepared as of December 31, 2016 and approved by the 
Board of Directors on April 25, 2017, should be read in conjunction with the Company’s audited annual 
financial statements and notes thereto for the year ended December 31, 2016, prepared in accordance with 
International Financial Reporting Standards (IFRS).  All monetary amounts are expressed in Canadian dollars. 
 
Forward- Looking Disclaimer 

Certain statements contained in this MD&A constitute forward-looking statements which reflect the 
Company’s current expectations and projections about future results. Often, but not always, forward-looking 
statements can be identified by the use of words such as “plans”, “expects” or “does not expect”, “is expected”, 
“estimates”, “intends”, “anticipates” or “does not anticipate”, or “believes”, or variations of such words and 
phrases or state that certain actions, events or results “may”, “could”, “would”, “might” or “will” be taken, 
occur or be achieved. Forward-looking statements involve known and unknown risks, uncertainties and other 
factors which may cause the actual results, performance or achievements of the Company to be materially 
different from any future results, performance or achievements expressed or implied by the forward-looking 
statements. Actual results and developments are likely to differ, and may differ materially, from those 
expressed or implied by the forward-looking statements contained in this MD&A. Such forward-looking 
statements are based on a number of assumptions that may prove to be incorrect. While the Company 
anticipates that subsequent events and developments may cause its views to change, the Company specifically 
disclaims any obligation to update these forward-looking statements except as required by applicable law. 
These forward-looking statements should not be relied upon as representing the Company’s views as of any 
date subsequent to the date of this MD&A. There can be no assurance that forward-looking statements will 
prove to be accurate, as actual results and future events could differ materially from those anticipated in such 
statements. Accordingly, readers should not place undue reliance on forward-looking statements. The factors 
identified above are not intended to represent a complete list of the factors that could affect the Company. 

Additional Information 

Additional information about the Company can be accessed at www.sedar.com. No AIF is required to be filed. 

Nature of the Business and Incorporation 

The Company was incorporated under the Business Corporations Act (Ontario) on October 22, 2013 and was 
initially classified as a Capital Pool Company under the terms of the TSX Venture Exchange (the “Exchange”).  
The Company completed its Qualifying Transaction (“QT”) on July 1, 2016 and on July 6, 2016 received the 
Final Exchange Bulletin issued by the Exchange and thereafter resumed trading on the Exchange under the 
symbol CEP. 

The Company’s focus is to invest in loans and other similar financial assets acquired from third parties who 
have specialized expertise and proven track records in originating and servicing these types of assets. As of 
December 31, 2016, the Company holds investments in two limited partnerships, CAL LP and ACC LP III (the 
“Partnerships”). 

CAL LP, a limited partnership, was formed on February 22, 2016 in the Province of Ontario by CAL GP Inc. 
(“CAL GP”) and AutoCapital Canada Management Inc. (“ACCMI”), an entity associated with the Company. 
ACC LP III, a limited partnership, was formed on October 14, 2016 in the Province of Ontario by ACC GP III 
Inc. (“ACC GP”) and ACCMI. The Partnerships were formed to engage in the business of investing in retail 
sales contracts backed by automobiles as collateral that are originated by ACCMI. CAL GP and ACC GP are 
wholly owned subsidiaries of ACCMI, and act as the general partner for CAL LP and ACC LP III, respectively. 

The Company completed its QT effective July 1, 2016, resulting in the Company acquiring an 85-per-cent 
interest in CAL LP from ACCMI for aggregate proceeds of $3 million. At that time, CAL LP held automobile 
retail sales contracts originated and serviced by ACCMI with principal outstanding of approximately $3.2 
million. 

On December 15, 2016 the Company completed a second investment resulting in the Company acquiring a 60-
per-cent interest in ACC LP III from ACCMI for aggregate proceeds of $0.9 million. At that time, ACC LP III 
held automobile retail sales contracts originated and serviced by ACCMI with principal outstanding of 
approximately $1.4 million. 

http://www.sedar.com/
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The Company’s registered office is located at Suite 200, 11 Church Street, Toronto, M5E 1W1. 

 
Financial Highlights 

The financial highlights presented below were prepared in accordance with IFRS and are presented in Canadian 
dollars. 

Select Operating Results 

 

For the three months ended December 31, 2016, the Company recorded $34,148 of income from the 
Partnerships, representing its 85% share of CAL LP’s net income for the same period, and 60% of ACC LP 
III’s net income from the date of the Company’s investment to December 31, 2016. For the twelve months 
ended December 31, 2016, the Company recorded $57,709 of income from the Partnerships, representing its 
share of the income earned by the Partnerships from the date of its investment in each partnership to December 
31, 2016.  

On July 1, 2016, the Company entered into a management agreement with LC Asset Management Corporation 
(see Related Party Transactions section). Pursuant to this agreement, the Company incurred management fees 
of $18,430 for the three months ended December 31, 2016, and $33,400 for the twelve months ended December 
31, 2016.  

On November 28, 2016, the Company granted 1,000,000 incentive stock options to a director and officer with an 
exercise price of $0.105, exercisable for a period of ten years from the date granted. Consistent with options granted 
in prior years, these options were valued using the Black-Scholes option pricing model. The options vest as to 25-
per-cent upon grant and in further 25-per-cent increments on November 28th in each of 2017, 2018 and 2019. The 
fair value of the portion vested as of December 31, 2016 was $23,333. On February 2, 2015, the Company granted 
550,000 incentive stock options to an officer with an exercise price of $0.10, exercisable for a period of ten years 
from the date granted. The Company recorded stock compensation expense of $55,000 for the options granted 
during the 12 months ended December 31, 2015. On April 14, 2014, the Company granted 5,500,000 incentive 
stock options to certain officers and directors with an exercise price of $0.10, exercisable for a period of ten years 
from the date granted. The Company recorded stock compensation expense of $550,000 for the options granted 
during the 12 months ended December 31, 2014. 

Other expenses are comprised of professional fees of $27,849 and general and administrative expenses of 
$9,829 for the three months ended December 31, 2016, and $50,098 and $24,917, respectively, for the twelve 
months ended December 31, 2016. Other expenses for the twelve months ended December 31, 2015 include 
$62,596 of professional fees and $20,288 of general and administrative expenses. Other expenses for the twelve 
months ended December 31, 2014 include $37,176 of professional fees and $11,148 of general and 
administrative expenses. 

During the twelve months ended December 31, 2016, the Company recognized an income tax recovery of 
$69,720 representing the estimated recovery of future income taxes related to prior year losses and other 

Dec 31, 2016 Dec 31, 2015 2016 2015 2014
$ $ $ $ $

Income from limited partnership 34,148 -                 57,709 -             -             
Total income 34,249 582 59,162 8,978 18,038

Management fees 18,430 -                 33,400 -             -             
Stock based compensation 23,333 -                 23,333 55,000 550,000
Other expenses 37,678 23,340 75,015 82,884 48,324
Total expenses 79,441 23,340 131,748 137,884 598,324

Loss before income taxes (45,192) (22,758) (72,586) (128,906) (580,286)

Provision for recovery of income taxes 31,583 -                 69,720 -             -             

Net income (loss) after taxes (13,609) (22,758) (2,866) (128,906) (580,286)

Basic and diluted earnings (loss) per share (0.00) (0.00) (0.00) (0.00) (0.02)

For the three months ended For the twelve months ended Dec 31
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deductible temporary differences, of which, $31,583 was recognized during the three months ended December 
31, 2016.  

Select Statement of Financial Position and Cash Flow Summary 

  As at and for the twelve months ended Dec 31 
  2016 2015 2014 
  $ $ $ 
        
Cash 716,009 4,641,361 4,720,555 
Investments in limited partnerships 4,333,906                       -                          -    
Total assets 5,208,786 4,641,554 4,722,559 
        
Total shareholders' equity 4,679,083 4,584,990 4,658,896 
        
Total cash flow from operating activities (74,155) (79,194) (1,660) 

 

The Company invested $3,000,000 for an 85-per-cent interest in CAL LP on July 1, 2016 and incurred expenses 
of $376,197 in transaction costs at that time, and recognized its 85-per-cent share of the income earned by CAL 
LP in the amount of $56,184 for the post-QT period of July 1, 2016 to December 31, 2016. Additionally, the 
Company invested $900,000 for a 60-per-cent interest in ACC LP III on December 15, 2016 and recognized 
its 60-per-cent share of the income earned by ACC LP III in the amount of $1,525 for the post-acquisition 
period of December 15, 2016 to December 31, 2016. 

Total cash flow used in operating activities for the three years presented consists primarily of professional fees 
and general and administrative expenses. There were no cash distributions from the Partnerships during the 
year. The Company did not declare or pay any dividends during the three year period.  

Investments in Limited Partnerships 

The Company’s primary assets are its investments in the Partnerships which each hold a portfolio of retail sales 
contracts backed by automobiles as collateral that are originated and serviced by ACCMI. ACCMI has the 
ability to direct the relevant activities of the Partnerships through its ownership of the general partners. 
Accordingly, ACCMI is considered to control the Partnerships for accounting purposes. Hence, despite the 
Company’s 85-per-cent interest in CAL LP and 60-per-cent interest in ACC LP III, the Company’s investments 
are accounted for under the equity method in accordance with IAS 28. 

As required by the undertaking given by the Company to the Exchange, separate audited financial statements 
for CAL LP have been filed on SEDAR.com and should be read in conjunction with this MD&A. 

Financial Highlights for the Limited Partnerships 

Select operating results for each Partnership are summarized below for the three months ended December 31, 
2016 and for the period from when the Company first invested in each Partnership to December 31, 2016: 

 

CAL LP generated total income of $81,033 for the three months ended December 31, 2016 and $171,832 for 
the period from acquisition by the Company (July 1, 2016) to December 31, 2016. ACC LP III generated total 
income of $7,407 for the three months ended December 31, 2016 which coincides with the period the Company 
acquired its ownership interest in ACC LP III (December 15, 2016). This primarily consists of interest income 

CAL LP ACC LP III CAL LP ACC LP III
$  $  $  $  

Net interest income 69,042 6,920 149,292 6,920
Total income 81,033 7,407 171,832 7,407

Provision for credit losses 38,075 1,550 89,143 1,550
Total expenses 42,654 4,865 105,733 4,865

Net income 38,379 2,542 66,099 2,542

85% 60% 85% 60%

Cliffside's share of net income 32,622 1,525 56,184 1,525

For the 3 months ended Dec 31, 2016 Period from acquisition to Dec 31, 2016
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earned on ownership interest in finance receivables net of amortization of capitalized costs, as well as other 
income related to administration and ancillary fees.  

The provision for credit losses is determined first by evaluating the portfolio for specific indications of 
impairment and applying loss estimates, net of recoveries, based on the severity of the delinquency with 
receivables greater than 90 days past due being fully provided for. The credit losses incurred and provided for 
as of December 31, 2016 are as expected given the size and duration of the portfolio.  

CAL LP incurred total expenses for the three months ended December 31, 2016 of $42,654 which includes the 
provision for credit losses of $38,075, as well as general and administrative expenses of $4,579. ACC LP III 
incurred total expenses for the three months ended December 31, 2016 of $4,865 which includes the provision 
for credit losses of $1,550, as well as general and administrative expenses of $3,315. 

For CAL LP, total expenses for the period from acquisition to December 31, 2016 of $105,733 include, in 
addition to the provision for credit losses of $89,143, general and administrative expenses of $16,589. 

CAL LP recorded net income for the three months ended December 31, 2016 of $38,379 of which, 85-per-
cent, or $32,622 is recorded in the Company’s financial statements for the same period. For the period from 
acquisition to December 31, 2016, CAL LP earned income of $66,099, of which, 85-per-cent, or $56,184 is 
recorded in the Company’s financial statements for the same period.  

ACC LP III recorded net income for the three and twelve months ended December 31, 2016 of $2,542, of 
which, 60-per-cent, or $1,525 is recorded in the Company’s financial statements for the same period. 

The Partnerships’ select statement of financial position and cash flow summary are included below: 

  As at and for the period from 
acquisition to Dec 31, 2016   

  CAL LP ACC LP III 
  $   $   
      
Cash 527,388 72,981 
Ownership interest in finance receivables 2,793,532 1,615,866 
Total assets 3,836,462 1,696,325 
Partnership equity 3,586,436 1,502,552 
      
Total cash flow from operating activities 606,994 38,782 

 

CAL LP and ACC LP III had cash of $527,388 and $72,981 respectively, as at December 31, 2016 primarily 
from the receipt of contractually scheduled payments from customers related to the automobile finance 
receivables. The ownership interest in finance receivables of $2,793,532 for CAL LP and $1,615,866 for ACC 
LP III primarily represent the outstanding principal balance and accrued fees owing from customers net of 
estimated allowance for credit losses, as well as capitalized transaction costs associated with the purchase of 
the automobile finance receivables which are amortized using the effective interest method. For CAL LP, in 
addition to cash and ownership interest in finance receivables, total assets also include other assets which 
primarily represents a $500,000 advance to ACCMI and Cliffside which was repaid subsequent to year-end. 

Partnership equity for CAL LP represents Cliffside’s 85-per-cent ownership interest of $3,000,000, ACCMI’s 
15-per-cent ownership interest of $529,412, CAL GP’s general partner contribution of $10, and net income of 
$57,014 earned during the period from inception to December 31, 2016. Partnership equity for ACC LP III 
represents Cliffside’s 60-per-cent ownership interest of $900,000, ACCMI’s 40-per-cent ownership interest of 
$600,000, ACC GP’s general partner contribution of $10, and net income of $2,542 earned during the period 
from inception to December 31, 2016. 

CAL LP’s total cash flow from operating activities of $606,994 for the period from acquisition to December 
31, 2016, and ACC LP III’s total cash flow from operating activities of $38,782 for the period from acquisition 
to December 31, 2016 primarily consist of receipt of contractually scheduled payments from customers related 
to the automobile finance receivables. 
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Non-IFRS Measures  

The Company prepares its audited annual financial statements in accordance with IFRS. In this MD&A, in 
addition to financial results provided in accordance with IFRS, the Company discloses certain financial 
measures not recognized under IFRS and which do not have standard meanings prescribed by IFRS. These 
measures include the following: 

 Gross yield - Total interest income and other income, excluding amortization of capitalized costs for 
the period, divided by average finance receivables for the same period, annualized. 
 

 Delinquency rate - Outstanding principal balance of delinquent finance receivables (those greater 
than 30 days past due) at the end of a period, divided by the total outstanding principal balance of all 
receivables at the same date. 

The non-IFRS measures and additional information should not be considered in isolation or as a substitute 
for measures prepared in accordance with IFRS. 

The Company’s primary assets are its investments in the Partnerships. As such, key performance indicators 
for the assets in the Partnerships as at and for the three months ended December 31, 2016 are as follows: 

  CAL LP ACC LP III 
Gross yield 17.99% 16.07% 
Delinquency rate 1.59% 0.00% 

 
The Partnerships’ portfolios of automobile backed receivables have strong gross yields which contribute 
favourably to net earnings. Overall portfolio performance and delinquency rates are as expected based on the 
size of the portfolios. 
 
Liquidity and Capital Resources 

Through a combination of two private placements and the Company’s initial public offering (“IPO”), the Company 
raised gross proceeds of $5 million from issuance of common shares. On July 1, 2016, the Company completed 
its QT and invested $3 million of the proceeds raised in CAL LP, and paid $376,197 in transaction costs to 
close the QT. Additionally, on December 15, 2016, the Company invested $900,000 in ACC LP III. As at 
December 31, 2016, the Company had remaining cash on hand of $716,009.  Management believes this is 
sufficient to meet the Company’s working capital requirements.   

Share Capital 
The Company is authorized to issue an unlimited number of common shares. Through a combination of two private 
placements and the IPO, which included the issuance of 10,000,000 shares at $0.05 per share and 45,000,000 shares 
at $0.10 per share, the Company raised gross proceeds of $5 million and incurred cumulative expenses of 
$337,835 (other than non-cash compensation expense and net of working capital changes). The Company’s 
common shares began trading on the Exchange on April 17, 2014. Trading in the Company’s shares was halted 
on February 23, 2016 and resumed on completion of the QT with effect on July 7, 2016 under the symbol CEP. 
The Company recognized a tax benefit related to the share issuance costs of $73,626 during the year which it 
expects to be recoverable as a result of its completion of the QT and investment in the Partnerships. 

Issued and outstanding common shares are as follows: 
 

  Number Amount ($) 
Opening balance, January 1, 2015 55,000,000 4,662,165 
Issuance of common shares                -                   -    
Ending balance, December 31, 2015 55,000,000 4,662,165 
      
Tax benefit of share issuance costs                -    73,626 
Issuance of common shares                -                   -    
Ending balance, December 31, 2016 55,000,000 4,735,791 
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Escrowed Shares 

34,250,000 of the 45,000,000 common shares of the Company issued in 2014 prior to the IPO were deposited 
with the escrow agent under an escrow agreement (the “Escrowed Shares”). The Escrowed Shares were not to 
be released until the Exchange issued the Final Exchange Bulletin.  

The Final Exchange Bulletin was released on July 6, 2016 at which time 10-per-cent or 3,425,000, of the 
original number of all Escrowed Shares were released. On January 6, 2017, an additional 5,137,499 Escrowed 
Shares were released, and an additional 15-per-cent will be released on the dates 12 months, 18 months, 24 
months, 30 months and 36 months following the issuance of the Final Exchange Bulletin so that all Escrowed 
Shares will have been released three years after the date of the Final Exchange Bulletin.  

Issued and outstanding Escrowed Shares are as follows: 

     Number 

  Balance, December 31, 2015   34,250,000 

  Released     (3,425,000) 

  Balance, December 31, 2016   30,825,000 

Incentive Stock Options 

On completion of the IPO in 2014, the Company granted 5,500,000 incentive stock options to its directors and 
officers to purchase an aggregate of up to 10-per-cent of the issued and outstanding common shares at a price of 
$0.10 per common share, exercisable for a period of ten years from the date granted. In addition, as part of the 
compensation to Raymond James Ltd, the agent, the Company issued 1,000,000 options exercisable for 24 months 
from the date of issue at the exercise price of $0.10. All of the stock options were fully vested upon issuance and 
the fair value thereof was recorded immediately in earnings at that time as compensation expense. 

In 2015, incentive stock options of 550,000 were granted to the Chief Financial Officer at a price of $0.10 per 
common share, exercisable for a period of ten years from the date granted. The options were fully vested upon 
issuance and the fair value thereof was recorded immediately in earnings at that time as compensation expense. 

Further, on November 28, 2016, the Company granted 1,000,000 incentive stock options to the Chief Executive 
Officer with an exercise price of $0.105, exercisable for a period of ten years from the date granted. These options 
were valued using the Black-Scholes option pricing model using the below assumptions. The expected volatility 
is estimated taking into consideration both historical average share price volatility and anticipated future volatility. 

Expected life   10 years 
Risk free rate   1.69% 
Expected dividend yield  0% 
Expected volatility  100% 
Weighted average share price $0.105 

These stock options vest as to 25-per-cent upon grant and in further 25-per-cent increments on November 28th in 
each of 2017, 2018 and 2019. The fair value of the portion vested as of December 31, 2016 has been recorded in 
current year earnings as stock-based compensation expense. 

Issued and outstanding stock options are summarized below. The weighted average remaining contractual term of 
the outstanding options at December 31, 2016 is calculated to be 8.06 years (2015 – 8.38 years). 
 

 

Business Outlook 
Subsequent to December 31, 2016, the Partnerships each entered into a funding facility with institutional 
lenders to allow each Partnership to leverage its capital and grow its asset base. In addition, each 
Partnership entered into an agreement for the ongoing purchase of loans originated by ACCMI, pursuant 

Number of 
Options

Weighted Average 
Exercise Price ($)

Number of 
Options

Weighted Average 
Exercise Price ($)

Opening balance 5,400,000 0.10 6,500,000 0.10
Options expired (1,550,000) 0.10 (1,650,000) 0.10
Options issued 1,000,000 0.105 550,000 0.10
Ending balance 4,850,000 0.10 5,400,000 0.10

Exercisable at end of year 4,100,000 0.10 5,400,000 0.10

For the year ended Dec 31, 2016 For the year ended Dec 31, 2015
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to which the Company sets the investment criteria under which loans are presented for purchase to each 
Partnership and for further monetization. The funding facilities allow each Partnership to leverage its 
capital and grow its asset base to $50 million, renewable annually, under each facility and build a portfolio 
that generates positive margins while maintaining an acceptable level of portfolio risk. 

As a result of these changes, management performed an assessment of control for accounting purposes and 
concluded that the relevant activities had materially changed such that Cliffside now controls the 
Partnerships for accounting purposes pursuant to IFRS 10, due to its power over the relevant activities of 
the Partnerships and its ability to influence its returns. Accordingly, going forward from January 31, 2017 
for ACC LP III and from March 31, 2017 for CAL LP, the Company’s interest in the Partnerships will be 
consolidated under IFRS 10.  Shown below is a pro forma consolidated balance sheet of the Company as 
if the change in control of the Partnerships for accounting purposes took place on December 31, 2016. 

 

1Deferred transaction costs would be expensed on consolidation and are thus added to the cumulative deficit. 
 
Summary of Quarterly Results 
 

 

As at Dec 31, 2016
$

Assets
Cash 1,316,378
Finance receivables 4,409,398
Deferred costs1 -                      
Deferred tax asset 143,346
Other assets 97,991

Total assets 5,967,113

Liabilities
Accounts payable and accrued liabilities 181,046
Deferred purchase price payable 264,031
Unearned revenue 87,871

Shareholders' Equity
Share capital 4,735,791
Contributed surplus 688,333
Cumulative deficit1 (1,121,238)
Equity attributable to controlling interest 4,302,886

Non-controlling interest 1,131,279
Total shareholders' equity 5,434,165

Total liabilities and shareholders' equity 5,967,113

Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
$ $ $ $ $ $ $ $

Total income 34,249  23,762  569 582 582 882 2,914 4,600

Total expenses 79,441  41,644  7,839 2,824 3,213 15,768 26,312 72,464

Income (loss) before taxes (45,192) (17,882) (7,270) (2,242) (2,631) (14,886) (23,398) (67,864)

Provision for recovery of income taxes 31,583 38,137 -        -        -        -        -        -        

Net income (loss) after taxes (13,609) 20,255 (7,270) (2,242) (2,631) (14,886) (23,398) (67,864)

Basic and diluted loss per share 0.00 0.00 (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

For the period ended
2016 2015
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The quarterly highlights presented above were prepared in accordance with IFRS and are presented in Canadian 
dollars. 

Until Q2 2016, the Company had no significant operations and income consisted primarily of interest earned 
on deposits, and expenses consisted primarily of general and administrative expenses. Operations began in Q3 
2016 upon completion of the QT with the Company’s investment in CAL LP, and grew in Q4 with the 
Company’s investment in ACC LP III. Upon completion of these investments, the Company recognizes its 
share of the net income of each Partnership in income.  

Related Party Transactions 

The following is a summary of the related party transactions that took place during the period: 

a) Certain costs incurred during 2015 and the 6 months ended June 30, 2016 prior to the completion 
of the QT, aggregating to $23,888 have been paid by a director and shareholder of the Company. 

b) During 2016, the Company reimbursed CAL LP for expenses related to the QT of $23,730. In 
addition, CAL LP advanced $425,000 to Cliffside. The amount is non-interest bearing with no 
fixed terms of repayment. The amount was repaid subsequent to year-end. 

c) The Company entered into a management agreement with LC Asset Management Corporation 
(the “Manager”) dated as of July 1, 2016 to provide investment advice and manage the operations 
of the Company.  The Manager and ACCMI are considered related parties to the Company, as a 
result of significant common ownership. In addition, the Chief Executive Officer of the Company 
is also the Chief Executive Officer of the Manager and holds the position of Chief Corporate 
Development Officer at ACCMI. The Company pays the Manager a fee of 1.25-per-cent annually 
of the Company’s gross assets and a potential performance bonus subject to the financial 
performance of the Company. The total amount payable for the period ended December 31, 2016 
is $33,400 and is accrued in the Company’s financial statements. 

d) During the year, the Company granted 1,000,000 stock options to the Chief Executive Officer. 
See Share Capital section above for further details. 

e) During the year, the Company purchased an 85-per-cent partnership interest in CAL LP and a 60-
per-cent partnership interest in ACC LP III, from a related party, ACCMI. See Investments in 
Limited Partnerships section above for further details. 

Changes in Accounting Policies Including Initial Adoption 

There are pending changes to IFRS which are not yet effective for the period ended December 31, 2016 which 
have not been applied in the preparation of the financial statements. The Company is currently considering the 
impact that these standard changes will have on the financial statements. The standards issued or amended but 
not yet effective at December 31, 2016 include the following: 

Financial Instruments 

The final version of IFRS 9, “Financial Instruments” (“IFRS 9”), was issued by the IASB in July 2014 and will 
replace IAS 39, “Financial Instruments: Recognition and Measurement”. IFRS 9 introduces a model for 
classification and measurement, a single forward-looking ‘expected loss’ impairment model and a substantially 
reformed approach to hedge accounting. The new single principle-based approach for determining the 
classification of financial assets is driven by cash flow characteristics and the business model in which an asset 
is held. The new model also results in a single impairment model being applied to all financial instruments, 
which will require more timely recognition of expected credit losses. It also includes changes in respect of an 
entity’s own credit risk in measuring liabilities elected to be measured at fair value, so that gains caused by the 
deterioration of an entity’s own credit risk on such liabilities are no longer recognized in profit or loss. The 
entity’s own credit changes can be early adopted in isolation without otherwise changing the accounting for 
financial instruments.  Lastly, a third measurement category for financial assets – “fair value through other 
comprehensive income” will exist. IFRS 9 is effective for annual periods beginning on or after January 1, 2018; 
however, it is available for early adoption. Management is currently evaluating the impact of adopting this 
standard on the financial statements. 

Risks and Uncertainties 

In the normal course of business, the Company is exposed to certain risks and uncertainties and manages                                                                                                                                                                                                                               
them, as follows: 
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Liquidity Risks 

Liquidity risk is the risk that the Company cannot meet its financial obligations associated with financial liabilities 
in full. The primary source of liquidity is from cash raised from equity financing, which is used to finance 
working capital and capital expenditure requirements, and to meet the Company’s financial obligations associated 
with financial liabilities. Additional sources of liquidity are debt and equity financing, which is used to fund 
additional operating and other expenses and retire debt obligations, if any, at their maturity. 

Credit Risk 

Credit Risk arises from the possibility that debtors may be unable to fulfil their commitments. For a financial 
asset, this is typically the gross carrying amount, net of any amounts offset and any impairment losses. As of 
the date of these financial statements the Company’s sole debtor is the Toronto Dominion Bank, for 
interest owed on deposits.  

The Company is indirectly exposed to potential credit losses through its investments in the Partnerships from a 
failure by a customer or other counterparty to make payments according to contractual terms. Although credit risk 
is a significant impact on retail receivables, the Partnerships mitigate this risk by ensuring they have a first priority 
perfected security interest in the related financed automobiles. 

Market Risk 

Market risk is the risk that changes in market prices will have an effect on future cash flows associated with 
financial instruments. Market risk comprises three types of risk: interest rate risk, currency risk and other price 
risk. 

Interest rate risk is the risk that changes in market interest rates may have an effect on the cash flows associated 
with some financial instruments, known as interest rate cash flow risk, or on the fair value of other financial 
instruments, known as interest rate price risk.  

The Company is not currently exposed to significant interest rate risk as it does not have any interest bearing 
financial assets or financial liabilities. Further, the Company does not have significant indirect exposure to interest 
rate risk through its investments in the Partnerships as the Partnerships each hold retail sales contracts that are 
subject to fixed rates of interest and are carried at amortized cost and not re-measured as market interest rates 
fluctuate. 

Currency risk is the risk that changes in foreign exchange rates may have an effect on future cash flows associated 
with financial instruments. The Company does not have significant transactions denominated in foreign currency 
and therefore is not currently exposed to significant foreign currency risk. 

Other price risk is the risk that changes in market prices, including commodity or equity prices, will have an effect 
on future cash flows associated with financial instruments. The cash flows associated with financial 
instruments of the Company are not exposed to other price risk. 

Fair Values 

The company’s financial instruments include cash held, account receivables, and accounts payable and accrued 
liabilities. The carrying values of these financial instruments approximate their fair values due to their short 
term nature. 

Trading and Share Statistics 

 2016* 2015 
Average Monthly Trading Volume 80,363 61,200 
    

Share Price   

    High 0.15 0.105 
    Low 0.06 0.065 
    Close 0.10 0.065 
    

Outstanding Shares 55,000,000 55,000,000 
* Trading in the Company’s shares was halted on Feb 23, 2016 and resumed on completion of the QT with 
effect on July 7, 2016 under the symbol CEP. Statistics represent period from January 1 to February 22, 2016 
as well as July 7 to December 31, 2016. 
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Management Update 

On August 3, 2016, the Company announced the appointment of Fern Glowinsky as the Chief Executive 
Officer effective September 6, 2016 to replace Mr. Mark Newman. Ms. Glowinsky has also joined the Board 
of Directors of the Company. 
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Management Report 

The accompanying financial statements of Cliffside Capital Ltd. and all other financial information included in the 

financial statements are the responsibility of management and have been approved by the Board of Directors 

(“Board”).  

The financial statements have been prepared by management in accordance with International Financial Reporting 

Standards (“IFRS”). When alternative accounting methods exist, management has chosen those it deems most 

appropriate in the circumstances. Financial statements are not precise since they include certain amounts based on 

assumptions and judgments. Management has determined such amounts on a reasonable basis in order to ensure that 

the financial statements are presented fairly, in all material respects. Management has prepared the other financial 

information presented elsewhere and has ensured that it is consistent with these financial statements. 

The Board is responsible for ensuring that management fulfills its responsibilities for financial reporting and is 

ultimately responsible for reviewing and approving the financial statements. The Board carries out this responsibility 

principally through its Audit Committee. The Audit Committee meets periodically with management and the external 

auditor to discuss auditing matters and financial issues, to satisfy it that each party is properly discharging its 

responsibilities, and, the financial statements for issuance to shareholders. The Audit Committee also considers, for 

review of the Board and approval by the shareholders, the engagement or reappointment of the external auditor. The 

financial statements have been audited by PricewaterhouseCoopers LLP in accordance with Canadian generally 

accepted auditing standards on behalf of the shareholders. PricewaterhouseCoopers LLP has full and free access to 

the Audit Committee. 



PricewaterhouseCoopers LLP 
PwC Tower, 18 York Street, Suite 2600, Toronto, Ontario, Canada M5J 0B2 
T: +1 416 863 1133, F: +1 416 365 8215 

“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership. 

April 25, 2017 

Independent Auditor’s Report 

To the Shareholders of 
Cliffside Capital Ltd. 

We have audited the accompanying financial statements of Cliffside Capital Ltd., which comprise the 
statement of financial position as at December 31, 2016 and the statements of net income (loss) and 
comprehensive income (loss), changes in shareholders’ equity, and cash flows for the year then ended, and 
the related notes, which comprise a summary of significant accounting policies and other explanatory 
information. 

Management’s responsibility for the financial statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with International Financial Reporting Standards, 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. 

Auditor’s responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted 
our audit in accordance with Canadian generally accepted auditing standards. Those standards require 
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements 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 entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies 
used and the reasonableness of accounting estimates made by management, as well as evaluating the 
overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 



Opinion 
In our opinion, the financial statements present fairly, in all material respects, the financial position of 
Cliffside Capital Ltd. as at December 31, 2016 and its financial performance and its cash flows for the year 
then ended in accordance with International Financial Reporting Standards. 

Other matter 
The financial statements of Cliffside Capital Ltd. for the year ended December 31, 2015, were audited by 
another auditor who expressed an unmodified opinion on those statements on April 28, 2016. 

Chartered Professional Accountants, Licensed Public Accountants
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Cliffside Capital Ltd.                                                                                                       

Statement of Financial Position 
(in Canadian dollars)

As at Dec 31, 2016 Dec 31, 2015 

$ $ 

Assets 

Cash 716,009 4,641,361 

Other assets 15,525 193 

Total current assets 731,534 4,641,554 

Investments in limited partnerships (note 4) 4,333,906                          -

Deferred income taxes (note 5) 143,346                          -

Total assets 5,208,786 4,641,554 

Liabilities 

Accounts payable and accrued liabilities  104,703 56,564 

Total current liabilities 104,703 56,564 

Advance from CAL LP (note 10) 425,000                          -

Shareholders' Equity (note 6)

Share capital 4,735,791 4,662,165 

Contributed surplus 688,333 665,000 

Cumulative deficit (745,041) (742,175) 

Total shareholders' equity 4,679,083 4,584,990 

Total liabilities and shareholders' equity 5,208,786 4,641,554 

Approved on behalf of the Board 

“Michael Stein” (signed)  “Fern Glowinsky” (signed)

_______________________________  _______________________________ 
Michael Stein Fern Glowinsky 

The accompanying notes are an integral part of these financial statements. 
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Cliffside Capital Ltd.          
Statement of Net Income (Loss) and Comprehensive Income (Loss) 

(in Canadian dollars)

For the years ended Dec 31, 2016 Dec 31, 2015 

$ $ 

Income 

Income from limited partnerships (note 4) 57,709                        -   

Interest and other income 1,453 8,978 

Total income 59,162 8,978 

Expenses 

Management fees (note 10) 33,400                        -   

General and administration 75,015 82,884 

Stock-based compensation (note 6) 23,333 55,000 

Total expenses 131,748 137,884 

Net loss and comprehensive loss before taxes (72,586) (128,906) 

Provision for recovery of income taxes (note 5) 69,720                        -   

Net income (loss) and comprehensive income (loss) (2,866) (128,906) 

Earnings (loss) per share ($) 

Basic and diluted (note 7) (0.00) (0.00) 

Weighted average number of outstanding common shares 

Basic and diluted (note 7) 49,876,712 45,000,000 

The accompanying notes are an integral part of these financial statements. 
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Cliffside Capital Ltd.   
Statements of Changes in Shareholders’ Equity  

(in Canadian dollars)

Contributed 

Share Capital Surplus Deficit Total 

$ $ $ $ 

Balance, December 31, 2014 4,662,165 610,000 (613,269) 4,658,896 

Stock based compensation                          - 55,000                          - 55,000 

Net loss and comprehensive loss for the period                          -                          - (128,906) (128,906) 

Balance, December 31, 2015 4,662,165 665,000 (742,175) 4,584,990 

Stock based compensation                          - 23,333                          - 23,333 

Tax benefit of share issuance costs 73,626                          -                          - 73,626 

Net income and comprehensive income for the period                          -                          - (2,866) (2,866) 

Balance, December 31, 2016 4,735,791 688,333 (745,041) 4,679,083 

The accompanying notes are an integral part of these financial statements. 
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Cliffside Capital Ltd. 
Statements of Cash Flows 

(in Canadian dollars)

For the years ended Dec 31, 2016 Dec 31, 2015 

$ $ 

Operating activities 

Net income (loss) and comprehensive income (loss) (2,866) (128,906) 

Change in working capital 32,807 (5,288) 

Income from limited partnerships (57,709)                        -   

Provision for recovery of income taxes (69,720)                        -   

Non-cash compensation expense 23,333 55,000 

Cash (used in) provided by operating activities (74,155) (79,194) 

Investing activities 

Investments in limited partnerships (3,900,000)                        -   

Transaction costs to acquire investments (376,197)                        -   

Cash (used in) provided by investing activities (4,276,197)                        -   

Financing activities 

Advance from CAL LP 425,000                        -   

Cash (used in) provided by financing activities 425,000                        -   

Increase (decrease) in cash during period (3,925,352) (79,194) 

Cash, beginning of period 4,641,361 4,720,555 

Cash, end of period 716,009 4,641,361 

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

Description of the business 

Cliffside Capital Ltd. (the “Company”) was incorporated under the Business Corporations Act (Ontario) 
on October 22, 2013 and was classified as a Capital Pool Company as defined in Policy 2.4 of the TSX 
Venture Exchange (the “Exchange”) corporate finance manual.  

On June 23, 2016 at an annual and special meeting of the shareholders, the Company received the requisite 
approvals by its shareholders of the proposed Qualifying Transaction (“the QT”).  On July 4, 2016 the 
Company announced that it had completed its QT effective July 1, 2016.  

Further on July 6, 2016 the Exchange granted final acceptance (the “Final Exchange Bulletin”) for the QT 
and confirmed that with effect from July 7, 2016, the Company was no longer a Capital Pool Company and 
resumed trading under the symbol CEP. 

The Company’s registered office is located at Suite 200, 11 Church Street, Toronto, Ontario M5E 1W1. 

Approval of financial statements 

The financial statements were approved by the Company’s Board of Directors and authorized for issue on 
April 25, 2017. 

2.           Significant Activity During the Year 

As of December 31, 2016, the Company holds investments in two limited partnerships, CAL LP and ACC 
LP III (the “Partnerships”). 

CAL LP, was formed on February 22, 2016 in the Province of Ontario by CAL GP Inc. (“CAL GP”) and 
AutoCapital Canada Management Inc. (“ACCMI”), an entity associated with the Company (see note 10). 
ACC LP III, was formed on October 14, 2016 in the Province of Ontario by ACC GP III Inc. (“ACC GP”) 
and ACCMI. The Partnerships were formed to engage in the business of investing in retail sales contracts 
backed by automobiles as collateral that are originated by ACCMI. CAL GP and ACC GP are wholly owned 
subsidiaries of ACCMI, and act as the general partner for CAL LP and ACC LP III, respectively. 

On July 4, 2016 the Company completed its QT effective July 1, 2016. The QT resulted in the Company 
holding an investment of $3 million in CAL LP through the acquisition of an 85-per-cent limited partnership 
interest in CAL LP, from ACCMI. At that time, CAL LP held automobile retail sales contracts originated 
and serviced in Canada with principal outstanding of approximately $3.2 million. 

On December 15, 2016 the Company completed a second investment resulting in the Company holding an 
investment of $0.9 million in ACC LP III through the acquisition of a 60-per-cent limited partnership interest 
in ACC LP III, from ACCMI. At that time, ACC LP III held automobile retail sales contracts originated and 
serviced in Canada with principal outstanding of approximately $1.4 million.  

ACCMI has the ability to direct the relevant activities of the Partnerships through its ownership of the 
general partners. Accordingly, ACCMI is considered to control the Partnerships for accounting purposes. 
Hence, despite the Company’s 85-per-cent interest in CAL LP and 60-per-cent interest in ACC LP III, the 
Company’s investments are accounted for under the equity method in accordance with IAS 28. 

As required by the undertaking given by the Company to the Exchange, separate audited financial statements 
for CAL LP have been filed on SEDAR.com and should be read in conjunction with the notes hereto. 

CAL LP’s and ACC LP III’s registered office is located at Suite 200, 11 Church Street, Toronto, Ontario 
M5E 1W1. 
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3.           Summary of Significant Accounting Policies 

Basis of presentation 

These financial statements have been prepared by management in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”).  

These financial statements have been prepared on a going concern basis and accounting policies followed 
in these financial statements were consistently applied to all periods presented and are based on IFRS issued 
and outstanding as at December 31, 2016.

The following are the significant accounting policies used in the preparation of these financial statements: 

Use of estimates and judgments 

The preparation of these financial statements in conformity with IFRS requires management of the Company 
to make certain judgments, estimates and assumptions that affect the reported amounts of assets and liabilities 
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. Estimates and judgments are used when 
accounting for items and matters such as accounting treatment for investments in limited partnerships, 
capitalized transaction costs, accrued liabilities, deferred income taxes, including recoverability of deferred 
tax assets, and fair value of stock options or other amounts pursuant to the Company’s significant accounting 
policies. Actual results could differ from those estimates. 

Investments in limited partnerships 

Limited partnerships are entities over which the Company has significant influence. Significant influence is 
the power to participate in the financial and operating policy decisions of the investee, but it is not in control 
or joint control over those investees. These investments are accounted for using the equity method. 

Under the equity method, the carrying value of an interest in an investee is initially recognized at cost and 
adjusted for the Company’s share of net income, other comprehensive income (“OCI”), distributions by the 
equity-accounted investment, and other adjustments to the Company’s proportionate interest in the investee. 
The Company determines at each reporting date whether there is any objective evidence that the investment 
is impaired. If this is the case, the Company calculates the amount of impairment as the difference between 
the carrying value of the investment, including transaction costs, and the recoverable amount of the limited 
partnership interest and recognizes the impairment in the statement of net income (loss) and net 
comprehensive income (loss). 

Deferred income taxes 

Deferred income taxes are calculated using the asset and liability method. Temporary differences arising 
from the difference between the tax basis of an asset or liability and its carrying amount on the statement 
of financial position are used to calculate deferred income tax liabilities or assets. Deferred income tax 
liabilities or assets are calculated using tax rates anticipated to apply in the periods that the temporary 
differences are expected to reverse. The effect on deferred tax assets and liabilities of a change in tax rates 
is recognized in the period that substantive enactment occurs. As at December 31, 2015, the Company had 
losses carried forward for tax purposes that were not considered recoverable and as such no deferred tax 
asset had been recognized. As at December 31, 2016, the Company has recognized a deferred tax asset for 
the portion of loss carry-forwards and temporary differences it expects to be recoverable as a result of its 
completion of the QT and investment in the Partnerships.  

Stock-based compensation 

The Company issues stock-based compensation to directors, officers, employees and non-employees. The 
fair value of options issued to directors, officers, employees and consultants to the Company is charged to 
net income (loss) over the vesting period with an offsetting amount recorded to contributed surplus. The fair 
value of options issued to agents in conjunction with a public offering is charged against share capital with 
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the offsetting amount recorded to contributed surplus. Fair value is measured using the Black-Scholes 
option-pricing model. Consideration paid on the exercise of stock options is recorded as share capital.   

Earnings or loss per share  

Earnings or loss per share are calculated using the weighted average number of shares outstanding during 
the reporting period. The treasury stock method of calculating diluted earnings per share is used, which 
assumes that all outstanding stock options granted with an exercise price below the average market value 
are exercised during the reporting period and the proceeds received from the assumed exercise of 
options are used to acquire shares in the open market at the average price. The difference between the 
number of shares assumed and the number of shares assumed purchased is then included in the 
denominator of the diluted earnings per share computation.  Shares that are considered contingently 
returnable are excluded from the calculation of basic and diluted earnings or loss per share. 

Comprehensive income (loss) 

Comprehensive income (loss) includes all changes in equity of the Company, except those resulting from 
investments by owners and distributions to owners. Comprehensive income (loss) is the total of net income 
(loss) and other comprehensive income (loss). Other comprehensive loss comprises expenses and losses 
that, in accordance with IFRS, require recognition, but are excluded from net loss. The Company does 
not have any items giving rise to other comprehensive loss in the reporting period, nor is there any 
accumulated balance of other comprehensive loss. All gains and losses, including those arising from 
measurement of all financial instruments have been recognized in net income (loss) for the period.

Financial instruments

The following is a summary of the accounting model the Company has elected to apply to each of its 
significant categories of financial instruments outstanding at December 31, 2016: 

Type                                                                                Classification 

Cash  Loans and receivables 

Other assets  Loans and receivables 

Accounts payable and accrued liabilities Other financial liabilities 

Advance from CAL LP Other financial liabilities 

The Company initially measures all of its financial instruments at fair value. Subsequent measurement 
and treatment of any gain or loss is recorded as follows: 

a) Loans and receivables are measured at amortized cost using the effective interest method. 
b) Other financial liabilities are measured at amortized cost using the effective interest 

method.                

Transaction costs that are directly attributable to the issuance of financial assets or liabilities are accounted 
for as part of the carrying value at inception, and are recognized over the term of the assets or liabilities 
using the effective interest method. 

Transaction costs 

Transaction costs represent costs that are directly attributable to the acquisition of the investment and are 

accounted for as part of the carrying value of the investment. 

Standards issued but not yet effective 

There are pending changes to IFRS which are not yet effective for the period ended December 31, 2016 
which have not been applied in the preparation of the financial statements. The Company is currently 
considering the impact that these standard changes will have on the financial statements. The standards 
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issued or amended but not yet effective at December 31, 2016 include the following: 

Financial Instruments

The final version of IFRS 9, “Financial Instruments” (“IFRS 9”), was issued by the IASB in July 2014 and 

will replace IAS 39, “Financial Instruments: Recognition and Measurement”. IFRS 9 introduces a model for 

classification and measurement, a single forward-looking ‘expected loss’ impairment model and a substantially 

reformed approach to hedge accounting. The new single principle-based approach for determining the 

classification of financial assets is driven by cash flow characteristics and the business model in which an asset 

is held. The new model also results in a single impairment model being applied to all financial instruments, 

which will require more timely recognition of expected credit losses. It also includes changes in respect of an 

entity’s own credit risk in measuring liabilities elected to be measured at fair value, so that gains caused by the 

deterioration of an entity’s own credit risk on such liabilities are no longer recognized in profit or loss. The 

entity’s own credit changes can be early adopted in isolation without otherwise changing the accounting for 

financial instruments.  Lastly, a third measurement category for financial assets – “fair value through other 

comprehensive income” will exist. IFRS 9 is effective for annual periods beginning on or after January 1, 

2018; however, it is available for early adoption. Management is currently evaluating the impact of adopting 

this standard on the financial statements. 

4.     Investments in Limited Partnerships 

The investments in limited partnerships represent the Company’s 85-per-cent limited partnership interest in 

CAL LP and the Company’s 60-per-cent limited partnership interest in ACC LP III. The Partnerships were 

formed to engage in the business of investing in retail sales contracts backed by automobiles as collateral 

that are originated by ACCMI. The investments include capitalized transaction costs, as well as the 

Company’s share of net income or loss of the Partnerships for the period from when the partnerships units 

were purchased to December 31, 2016. 

CAL LP ACC LP III TOTAL 

Investment in partnership units 3,000,000 900,000 3,900,000 

Transaction costs 376,197                 -    376,197 

Subtotal 3,376,197 900,000 4,276,197 

Equity pick up from investment 56,184 1,525 57,709 

Total investments in limited partnerships 3,432,381 901,525 4,333,906 

Condensed financial information for the Partnerships is included below. The Partnerships were both 

formed in 2016 and as such, no comparative information is available. During the year, the Partnerships did 

not declare any distributions to the limited partners. Taxable income, if any, is distributed to the 

Partnerships’ limited partners on an annual basis. As a result, the Partnerships are not subject to income 

tax, as the limited partners are taxed directly. 
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Condensed Balance Sheet CAL LP ACC LP III 

As at Dec 31, 2016 $  $  

Cash 527,388 72,981 

Ownership interest in finance receivables 2,793,532 1,615,866 

Other assets 515,542 7,478 

Total assets 3,836,462 1,696,325 

Accounts payable and accrued liabilities 27,505 64,392 

Deferred purchase price payable 161,762 102,269 

Unearned revenue 60,759 27,112 

Total liabilities 250,026 193,773 

Partnership equity 3,586,436 1,502,552 

Total liabilities and partnership equity 3,836,462 1,696,325 

Condensed Statement of Income CAL LP ACC LP III 

For the period from inception to Dec 31, 2016 $  $  

Net interest income 266,176 6,920 

Other income 35,008 487 

Total income 301,184 7,407 

Interest expense 54,607 393 

Provision for credit losses 118,907 1,550 

Operating expenses 70,656 2,922 

Total expenses 244,170 4,865 

Net income 57,014 2,542 

Refer to subsequent event note 11 for changes to the Investments in Limited Partnership that took place 

subsequent to year-end. 

5. Deferred Income Taxes 

Components of the Company’s deferred income tax asset are as follows:  

Dec 31, 2016 Dec 31, 2015 

$ $ 

Non-capital loss carry-forwards 113,895 65,067 

Share issuance costs 29,451 44,176 

Less: Valuation allowance                   -    (109,243) 

Total deferred income taxes 143,346                   -   

A reconciliation of deferred tax assets is as follows: 
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Dec 31, 2016 Dec 31, 2015 

$ $ 

Balance, beginning of year                   -                      -   

Recognized in net income 69,720                   -   

Recognized in equity 73,626                   -   

Total deferred income taxes 143,346                   -   

The Company has recognized a deferred income tax asset for the portion of cumulative tax losses it expects 
to be able to recover. If utilized, the tax loss carry-forwards expire commencing 2033. The tax benefit of 
deductible share issuance costs has been allocated directly to share capital.  

The components of tax for the year ended December 31, 2016 can be broken down as follows: 

Amount ($) 

Current tax                 -    

Deferred tax 

Related to current year losses 34,103 

Related to previously unrecognized losses 35,617 

Total provision for recovery of income taxes 69,720 

A reconciliation of income taxes calculated at the statutory Canadian combined federal and provincial 
corporate tax rate to the income tax provision in the statement of net income (loss) is provided below: 

Dec 31, 2016 Dec 31, 2015 

$ $ 

Net income (loss) before taxes (72,586) (128,906) 

Applicable tax rate 26.5% 26.5% 

Expected recovery of income taxes at applicable tax rate (19,235) (34,160) 

Increase (decrease) in recovery resulting from: 

Expenses not deductible for tax 6,183 14,575 

Investments accounted for using the equity method (21,051)                   -   

Change in valuation allowance (35,617) 19,585 

Total provision for recovery of income taxes (69,720)                   -   

6. Share Capital 

a) Authorized and Issued                                                                                                                             
T
The Company is authorized to issue an unlimited number of common shares. Issued and outstanding 
common shares are summarized below: 
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Number Amount ($) 

Opening balance, January 1, 2015 55,000,000 4,662,165 

Issuance of common shares                -                  -    

Ending balance, December 31, 2015 55,000,000 4,662,165 

Tax benefit of share issuance costs                -   73,626 

Issuance of common shares                -                  -    

Ending balance, December 31, 2016 55,000,000 4,735,791 

b) Share Issuance Summary 

On October 22, 2013, the Company issued one share at a price of $0.05 per common share for total 
proceeds of $0.05. On December 16, 2013, the Company issued an additional 9,999,999 shares at a price 
of $0.05 per common share for total proceeds of $499,999.95. 

On March 26, 2014 the Company closed a non-brokered private placement, pursuant to which the 
Company sold an aggregate of 35,000,000 Common Shares at $0.10 per share, for aggregate gross 
proceeds to the Company of $3,500,000. 

On April 14, 2014 Raymond James Ltd. (the “Agent”) subscribed to 10 million shares at a price of $0.10 
per share for aggregate gross proceeds to the Company of $1 million in relation to the Company’s initial 
public offering (“IPO”).  Share issuance costs of $337,835 were deducted from the gross share capital 
proceeds raised of $5 million. The Company’s common shares began trading on the Exchange on April 
17, 2014. The Company recognized a tax benefit related to the share issuance costs of $73,626 during 
the year which it expects to be recoverable as a result of its completion of the QT and investment in the 
Partnerships. 

c) Incentive Stock Options  

On completion of the IPO in 2014, the Company granted 5,500,000 incentive stock options to its directors 
and officers to purchase an aggregate of up to 10-per-cent of the issued and outstanding common shares at 
a price of $0.10 per common share, exercisable for a period of ten years from the date granted. In addition, 
as part of the compensation to the Agent, the Company issued 1,000,000 options exercisable for 24 months 
from the date of issue at the exercise price of $0.10. All of the stock options were fully vested upon 
issuance and the fair value thereof was recorded immediately in earnings at that time as compensation 
expense. 

In 2015, incentive stock options of 550,000 were granted to the Chief Financial Officer at a price of $0.10 
per common share, exercisable for a period of ten years from the date granted. The options were fully vested 
upon issuance and the fair value thereof was recorded immediately in earnings at that time as 
compensation expense. 

Further, on November 28, 2016, the Company granted 1,000,000 incentive stock options to the Chief 
Executive Officer with an exercise price of $0.105, exercisable for a period of ten years from the date 
granted. These options were valued using the Black-Scholes option pricing model using the below 
assumptions. The expected volatility is estimated taking into consideration both historical average share 
price volatility and anticipated future volatility. 

Expected life 10 years 
Risk free rate 1.69% 
Expected dividend yield  0% 
Expected volatility 100% 
Weighted average share price $0.105 
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These stock options vest as to 25-per-cent upon grant and in further 25-per-cent increments on November 
28th in each of 2017, 2018 and 2019. The fair value of the portion vested as of December 31, 2016 has 
been recorded in current year earnings as stock-based compensation expense. 

Issued and outstanding stock options are summarized below. The weighted average remaining contractual 
term of the outstanding options at December 31, 2016 is calculated to be 8.06 years (2015 – 8.38 years). 

d)    Escrowed Shares 

34,250,000 of the 45,000,000 common shares of the Company issued in 2014 prior to the IPO were 
deposited with the escrow agent under an escrow agreement (the “Escrowed Shares”). The Escrowed 
Shares were not to be released until the Exchange issued the Final Exchange Bulletin. The Final 
Exchange Bulletin was released on July 6, 2016.  

On July 6, 2016, 10-per-cent, or 3,425,000, of the original number of all Escrowed Shares were released. 
On January 6, 2017, an additional 5,137,499 Escrowed Shares were released, and an additional 15-per-
cent will be released on the dates 12 months, 18 months, 24 months, 30 months and 36 months following 
the issuance of the Final Exchange Bulletin so that all Escrowed Shares will have been released three 
years after the date of the Final Exchange Bulletin. 

Issued and outstanding Escrowed Shares are as follows: 

   Number 
Balance, December 31, 2015  34,250,000 
Released  (3,425,000) 
Balance, December 31, 2016  30,825,000 

7. Earnings (Loss) Per Share 

Earnings (loss) per share for years ended December 31, 2016 and 2015 were calculated based on the 
following: 

For the year ended Dec 31, 2016 Dec 31, 2015 

Numerator: 

Net income (loss) - basic and diluted ($) (2,866) (128,906) 

Denominator: 

Number of 

Options

Weighted Average 

Exercise Price ($)

Number of 

Options

Weighted Average 

Exercise Price ($)

Opening balance 5,400,000 0.10 6,500,000 0.10

Options expired (1,550,000) 0.10 (1,650,000) 0.10

Options issued 1,000,000 0.105 550,000 0.10

Ending balance 4,850,000 0.10 5,400,000 0.10

Exercisable at end of year 4,100,000 0.10 5,400,000 0.10

For the year ended Dec 31, 2016 For the year ended Dec 31, 2015
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Weighted average shares outstanding 49,876,712 45,000,000 

Earnings (loss) per share – basic and diluted ($) (0.00) (0.00) 

Shares outstanding – basic and diluted 55,000,000 55,000,000 

The closing share price at year end was $0.10 and hence none of the existing options are dilutive. 
Accordingly, the basic and diluted earnings per share and the number of shares outstanding are the same. 

As a capital pool company, the 10 million common shares issued in 2013 pursuant to two separate                    
non-brokered private placements comprising a seed round of 10 million common shares at $0.05 per share 
were considered contingently returnable and were previously excluded from the weighted average shares 
outstanding denominator for the calculation of basic and diluted earnings or loss per share. On July 6, 2016 
the Exchange issued the Final Exchange Bulletin for the QT and confirmed that effective from July 7, 2016 
the Company will no longer be considered a Capital Pool Company.  Accordingly with effect from July 6, 
2016, these 10 million shares issued in 2013 are no longer considered contingently returnable shares and 
have been included in the denominator for the weighted average shares outstanding for the calculation of 
earnings or loss per share. 

8. Capital Management 

The Company manages its common shares and stock options as capital. The Company’s objectives when 
managing capital are to safeguard the Company’s ability to continue and to maintain a flexible capital structure 
which optimizes the costs of capital at an acceptable risk. 

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 attempt to issue new shares, issue new debt, acquire or dispose of assets or adjust the amount 
of cash. 

In order to facilitate the management of its capital requirements, the Company prepares expenditure budgets 
that are updated as necessary depending on various factors, including successful capital deployment and 
general industry conditions. 

The Company expects its current capital resources will be sufficient to carry its operations through its 
current operating period. 

9. Financial Instruments and Risk Management 

In the normal course of business, the Company is exposed to certain financial risks and uncertainties, and 
manages them as follows:  

Liquidity Risk 

Liquidity risk is the risk that the Company cannot meet its financial obligations associated with financial 
liabilities in full. The primary source of liquidity is from cash raised from equity financing, which is used to 
finance working capital and capital expenditure requirements, and to meet the Company’s financial obligations 
associated with financial liabilities. Additional sources of liquidity are debt and equity financing, which may 
be used to fund additional operating and other expenses and retire debt obligations, if any, at their maturity. 

Credit Risk 

Credit risk arises from the possibility that debtors may be unable to fulfill their commitments. For a financial 
asset, this is typically the gross carrying amount, net of any amounts offset and any impairment losses. As of 
the date of these financial statements the Company’s sole debtor is the Toronto Dominion Bank for interest 
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receivable on deposits.  

The Company is indirectly exposed to potential credit losses through its investments in the Partnerships from 
a failure by a customer or other counterparty to make payments according to contractual terms. Although credit 
risk is a significant impact on retail receivables, the Partnerships mitigate this risk by ensuring they have a first 
priority perfected security interest in the related financed automobiles. 

Market Risk 

Market risk is the risk that changes in market prices will have an effect on future cash flows associated with 
financial instruments. Market risk comprises three types of risk: interest rate risk, currency risk and other price 
risk.  

Interest rate risk is the risk that changes in market interest rates may have an effect on the cash flows 
associated with some financial instruments, known as interest rate cash flow risk, or on the fair value of other 
financial instruments, known as interest rate price risk.  

The Company is not currently exposed to significant interest rate risk as it does not have any interest bearing 
financial assets or financial liabilities. Further, the Company does not have significant indirect exposure to 
interest rate risk through its investments in the Partnerships as the Partnerships each hold retail sales contracts 
that are subject to fixed rates of interest and are carried at amortized cost and not re-measured as market interest 
rates fluctuate. 

Currency risk is the risk that changes in foreign exchange rates may have an effect on future cash flows 
associated with financial instruments. The Company does not have significant transactions denominated in 
foreign currency and therefore is not currently exposed to significant foreign currency risk. 

Other price risk is the risk that changes in market prices, including commodity or equity prices, will have an 
effect on future cash flows associated with financial instruments. The cash flows associated with financial 
instruments of the Company are not exposed to other price risk. 

Fair Values 

Financial instruments include cash held, sundry receivables and accounts payable and accrued liabilities. The 
carrying values of these financial instruments approximate fair value due to their short term nature. 

10. Related Party Transactions 

a) Certain costs incurred during 2015 and the 6 months ended June 30, 2016 prior to the completion of the 

QT, aggregating to $23,888 have been paid by a director and shareholder of the Company. 

b) During 2016, the Company reimbursed CAL LP for expenses related to the QT of $23,730. In addition, 

CAL LP advanced $425,000 to Cliffside. The amount is non-interest bearing with no fixed terms of 

repayment. The amount was repaid subsequent to year-end. 

c) The Company entered into a management agreement with LC Asset Management Corporation (the 

“Manager”) dated as of July 1, 2016 to provide investment advice and manage the operations of the 

Company.  The Manager and ACCMI are considered related parties to the Company, as a result of 

significant common ownership. In addition, the Chief Executive Officer of the Company is also the 

Chief Executive Officer of the Manager and holds the position of Chief Corporate Development Officer 

at ACCMI. The Company pays the Manager a fee of 1.25-per-cent annually of the Company’s gross 

assets and a potential performance bonus subject to the financial performance of the Company. The 

total amount payable for the period ended December 31, 2016 is $33,400 and is accrued in these 

financial statements. 

d) During the year, the Company granted 1,000,000 stock options to the Chief Executive Officer. See note 

6 for further details. 
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e) During the year, the Company purchased an 85-per-cent partnership interest in CAL LP and a 60-per-

cent partnership interest in ACC LP III, from a related party, ACCMI. See note 2 for further details. 

11. Subsequent Events 

Subsequent to December 31, 2016, the Partnerships each entered into arrangements with institutional lenders 
to allow each Partnership to leverage its capital and grow its asset base. In addition, each Partnership entered 
into an agreement for the ongoing purchase of loans originated by ACCMI, pursuant to which, the Company 
sets the investment criteria under which loans are presented for purchase to each Partnership and for further 
monetization.  

As a result of these changes, management performed an assessment of control for accounting purposes and 
concluded that the relevant activities had materially changed such that Cliffside now controls the Partnerships 
for accounting purposes pursuant to IFRS 10, due to its power over the relevant activities of the Partnerships 
and its ability to influence its returns. Accordingly, going forward from January 31, 2017 for ACC LP III and 
from March 31, 2017 for CAL LP, the Company’s interest in the Partnerships will be consolidated under IFRS 
10.  Shown below is a pro forma consolidated balance sheet of the Company as if the change in control of the 
Partnerships for accounting purposes took place on December 31, 2016. 

1Deferred transaction costs would be expensed on consolidation and are thus added to the cumulative deficit. 

As at Dec 31, 2016 

$ 

Assets 

Cash 1,316,378 

Finance receivables 4,409,398 

Deferred costs1                          -

Deferred tax asset 143,346 

Other assets 97,991 

Total assets 5,967,113 

Liabilities 

Accounts payable and accrued liabilities  181,046 

Deferred purchase price payable 264,031 

Unearned revenue 87,871 

Shareholders' Equity 

Share capital 4,735,791 

Contributed surplus 688,333 

Cumulative deficit1 (1,121,238) 

Equity attributable to controlling interest 4,302,886 

Non-controlling interest 1,131,279 

Total shareholders' equity 5,434,165 

Total liabilities and shareholders' equity 5,967,113 
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