
  

  

 
 

 

For Immediate Release 

 

BUILDERS CAPITAL MORTGAGE CORP. ANNOUNCES  

 

Calgary, Alberta – April 8, 2024 – Builders Capital Mortgage Corp. (the “Company”) (TSXV: BCF) 

announced today that its participating bond offering has received approval for issuance by the TSX 

Venture Exchange. By way of this bond offering, the Company will raise up to fifty million dollars, the 

proceeds of which to be used in the Company’s ongoing mortgage business to fund short-term, residential 

construction mortgages in Alberta and British Columbia. 

 

The bonds will participate on a pari passu (equal) basis with the existing shares relative to returns and 

risk. The bonds and shares are aligned pro rata in accordance with their share capital contribution.  

The pro rata structure of the bond offering and equal ranking with equity shares means that shareholders 

are not exposed to any additional leverage risk as they would be with a traditional bond. The net result is 

a small increase in projected shareholder returns with no additional risk. Bond features include a 

redemption option every six months to facilitate short-term liquidity while still preserving mortgage 

quality security at a targeted 75% loan-to-value on the entirety of the bond proceeds. In contrast to a 

traditional bond, the participating bond derives its yield from the net yield of the mortgage portfolio 

versus a fixed interest rate. 

 

Bondholders gain access to a professional management team with a long and successful track record, 

proven risk remediation strategies, an existing and established borrower base, and an operating credit 

facility for effective cash management.  

 

The following document outlines bond features and restrictions in more detail. 

 

Sandy Loutitt, President and CEO said, “We are excited to be proceeding with this unique and positive 

fund-raising development for the Company. Alberta and Western Canada present an important market for 

the services of Builders Capital, and this new instrument allows the Company to better expand its reach. At 

the same time, the bond offering benefits existing shareholders by giving them greater diversification of 

risk in their mortgage portfolio and by lowering their fixed cost of operations due to the larger capital pool.” 

 

 

About Builders Capital 

 

Builders Capital is a mortgage lender providing short-term, course-of-construction financing to builders 

of residential, wood-frame properties in Western Canada. The Company commenced active operations on 

December 12, 2013 on the closing of its initial public offering, whereupon it acquired a portfolio of 

mortgages from two predecessor companies.  

 

Builders Capital’s investment objective is to generate attractive returns, relative to risk, in order to 

provide stable and consistent distributions to shareholders while remaining focused on capital 



  

  

preservation and satisfying the criteria mandated for mortgage investment corporations (“MIC”) as 

defined in the Income Tax Act.  

As an MIC, Builders Capital is not subject to income tax provided that it distributes all of its taxable 

income as dividends to shareholders within 90 days of its December 31st year-end. Such dividends are 

generally treated by shareholders as interest income, so that each shareholder is in the same tax position 

as if their proportionate share of mortgage investments made by the company had been made directly by 

the shareholder. 

 

 

For further information, please contact: 

 

Sandy Loutitt, Chief Executive Officer 

Telephone: (403) 685-9888 

 

Builders Capital Mortgage Corp. 

Suite 260, 1414 – 8th Street SW 

Calgary, Alberta T2R 1J6  

 

 

Neither TSX Venture Exchange nor its Regulation Services Provider (as that term is defined in policies 

of the TSX Venture Exchange) accepts responsibility for the adequacy or accuracy of this release. 
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Participating Bond Offering 

Executive Summary 

What is Builders Capital? 

Builders Capital Mortgage Corp. (Builders Capital or BCMC) is a publicly traded mortgage investment 
corporation that provides construction financing to builders for residential wood frame properties 
primarily in Alberta and British Columbia. The mortgage portfolio includes single family houses and small 
multi-family units. 

What is the ask? 

Builders Capital is seeking up to $50 million to increase its internal construction mortgage lending capacity. 
This capital raise will be secured by participating bonds issued by Builders Capital.  

Why is this a good investment? 

Builders Capital has been operating successfully in Western Canada for over 20 years, 10 of which have 
been as a publicly-listed mortgage investment corporation (BCF: TSXV). 

• Arrears and losses have been small through active management by the portfolio managers. 
• Quarterly dividend payments to the MIC Class A shareholders have never been missed and never 

been reduced. 
• Over the last five years, there has been more demand than supply for Builders Capital funds. 

As a public company, BCMC offers open disclosure, consistent, third-party oversight via audits and 
operational transactional history on a quarterly basis. 

What can bondholders expect? 

Mortgages are currently issued at a fixed rate of 12.95%. After expenses, investors can reasonably expect a 
yield of 11%.  Historic yields can be found online (www.sedar.ca ) and in Appendix A. 

 

 

 

For further demonstration of the strong track record of Builders Capital, refer to Appendix A. The roles and expertise 
within the Builders Capital team is detailed in Appendix B.        

http://www.sedar.ca/
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Bonds and Fees 

Bonds 
Up to $50 million in participating bonds will be issued with a minimum of $250,000.00 per issuance. Bonds 
will have a yield equal to the net return of the mortgage portfolio which is anticipated to be between 
11% and 12%. Bondholders must qualify under exempt market rules to participate. 

Full redemption will be paid over two tranches. The first will be at 95% of investment plus accrued 
interest, available every six months via a call mechanism. The balance of 5% will be held for two years 
against potential defaults on the portfolio loans that existed at the date of the 95% payout. This 5% 
holdback will cover the default risk on the full paid out amount and will accrue and receive interest based 
on the portfolio yield. The 5% holdback ensures that the bondholders who receive interest yield on a 
mortgage accept their proportionate share of risk through a full foreclosure cycle.  The two-year cycle is 
based on historical evidence that the default cycle can take up to two years to remedy. 

Call executed redemption payments will be on an “as available” basis. Since historic portfolio turnover is 
approximately every ten months, it is a reasonable assumption in normal markets that the “as available” 
payouts should be within six months of the requested call option being exercised.  

BCMC will reserve the right to redeem the bonds after six months on a 100% basis if business conditions 
warrant such redemption.   

Fees 
Borrowers will be charged a fee of 3.5% of the authorized mortgage amount. This fee revenue will be 
split between BCMC at 28% and the manager (Builders Capital Management) at 72%. The 28% essentially 
equates to 1% of the mortgage amount. 

The manager charges BCMC (shareholders and bondholders) an annual 1% fee of the capital under 
management. The fee covers most of the operating costs with some exceptions listed under the 
Distributions section below.  In the event the portfolio of loans turns over once per year the fee revenue 
earned is offset by the manager’s fee thus making the fund neutral from a management cost perspective.  
If the portfolio of loans turns over more than once per year, the extra fee revenue forms part of the total 
returns for BCMC.  Historical turnover has been just under one year thus, historically, BCMC derives a net 
boost to its total return from sharing in the fee revenue.  
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Bonds and Fees (cont’d) 

Basic Bond Terms 

The basic terms for all bond issuances are as follows: 

• Callable (by investor) every 6 months. Repayment after call is on an “as available” basis. 
• Redeemable (by BCMC) every 6 months. Redemptions by the company are paid immediately. Builders 

Capital will not exercise a redemption request if it does not have the capital to payout. 
• Interest compounds semi-annually. 
• Interest is paid every 6 months. Bondholders can elect to reinvest their interest. 
• Term to maturity is 5 years. 
• Minimum bond size is $250,000.00. 
• Bondholders must qualify to invest under the exempt market rules. 
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Distribution 

Mortgage portfolio returns are split on a pro rata basis between the bondholders and the shareholders 
pari passu.  

Currently, share capital (Sc) equals $31.739 million. The new bond capital (Bc) raised from any bond 
issuance will be added to the share capital to make up the total capital (Tc) invested. 

The net distributable amount to bondholders (i.e., net distributable profit for bond capital) will be 
calculated as follows:  

1. Gross Profit = Mortgage Revenue + Lender Fee Revenue 
2. Net distributable profit for share capital = (Gross Profit - Operating Expense) x (Sc/Tc) 
3. Net distributable profit for bond capital = (Gross Profit - Operating Expense) x (Bc/Tc) 

 

Note: Operating expenses may include, but are not limited to the following: 

- Legal fees (for the administration of Builders Capital) 
- Bank service charges 
- Transfer agent fees 
- Compliance costs  
- Insurance expenses 
- Interest expenses (on bank line of credit) 
- Professional fees (accounting audits) 
- Management fees (1% of total capital under management (Tc)) 
- Director fees  
- Bank line of credit interest (CWB credit facility) 

 

A Canadian Western Bank (CWB) operating line of credit provides a credit facility at prime + 2.25% equal to 
24% of the current share capital. This provides flexibility and some leverage to the yield.  The interest on 
this credit facility is paid out of gross income and is therefore a reduction of net distributable income.  
Since this credit facility is only utilized in the case where BCMC’s entire cash position is fully deployed, it 
has the affect of generating a net gain on yield when utilized. 

The following image illustrates how Builders Capital net distributable income is earned and shared 
between shareholders and bondholders. Income is split pro-rata based on the percentage of share and 
bond capital contributions to the total capital invested (Sc + Bc = Tc).  
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Distribution (cont’d) 
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Appendix A – Builders Capital Performance 
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Appendix A – Builders Capital Performance 

Arrears History 
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Appendix B – Builders Capital Team 

Sandy Loutitt (President):  A carpenter by trade, Sandy received  B.A.in Economics from the University 
of British Columbia. The founder of Builders Capital, he has been actively involved in all aspects of the 
residential construction and financing industries for over 20 years. 

Nicole Côté (Office Manager): Nicole has been office manager for more than six years. Her outstanding 
organizational and data management skills coupled with her consistently professional client relations 
ensure the records of our portfolios are always accurate and current. 

Megan Pring (Controller): Megan graduated with honours from SAIT with a Bachelor of Applied 
Business Administration (Accounting) and is on the cusp of attaining her CPA designation. With over a 
decade of providing accounting services across diverse sectors, Megan brings a wealth of knowledge 
and understanding of the finance industry to the benefit of both our business and our clients. 

Stefan Eschke (Project Estimator and Construction Inspector): Stefan manages all estimating for our 
clients based on his solid construction background. His attention to detail and wide industry 
connections enable him to find cost savings by comparing sub-trade prices to our own prices. Stefan 
also conducts site visits and manages project development. 

Chad Prince (Progress Inspector / Project Manager): Chad is responsible for site inspections and 
technical advisory to our clients. With decades of hands-on experience in general contracting in the 
spec and pre-sold residential building business, Chad is perfectly suited to evaluate and communicate 
work in place to help mitigate risk. Chad typically leads the completion efforts for any partially 
developed properties that Builders Capital may take back though its enforcement efforts.  
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