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Investment Fund

Issuer

Portfolio Type (primary focus)

Commercial / Industrial First
Mortgages

Securities Offered

Units

Unit Price

$10

Minimum Subscription

$150,000 (Fundserve: $50,000)

Distribution to Investors

Management Fees

Monthly

1% p.a. of the Mortgages and
Investments

Auditor

KPMG

www.romspen.com
Investment Highlights
 Romspen Mortgage Investment Fund (“RMIF”, “fund”) invests
in commercial and industrial mortgages in Canada and the U.S.
 Management has extensive experience in the sector. The
founders have been in the business since 1966. The fund started
operating in 2006.
 As of June 30, 2017, the fund had $1.87 billion in mortgage
receivables and investments. First mortgages accounted for
94%, and mortgages with terms less than 12 months accounted
for 82% of the portfolio.
 Well diversified portfolio with approximately 57% of the
mortgages in Canada and the remaining 43% in the U.S.
 Realized loss rates have been extremely low and averaged just
0.2% p.a. of the portfolio since 2006.
 With a low debt to capital of 6.2% as of June 30, 2017, the
fund uses leverage very conservatively. The fund uses leverage
just to manage cash flows and not as structural leverage.
 Investors received an annualized return of 7.8% in the first six
months of 2017. Annual returns have averaged 8.6% since
2006.
 The fund’s returns have been higher than comparable funds
focused on first mortgages. This is because the fund focuses on
relatively large loans and also offers construction loans and
pre-development mortgages, which have higher rates.
 We are initiating coverage with an overall rating of 2 and risk
rating of 3.
Risks
 Timely deployment of capital is crucial.
 Volatility in real estate prices.
 Although the fund hedges most of its US$ dollar exposure, it
has exposure to exchange rate risks.
 High average loan size.

*see back of report for rating definitions
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Overview

RMIF is one of the largest non-bank commercial and industrial lenders in Canada. Like other
non-bank and private lenders, RMIF does not have to conform within the strict lending
guidelines of banks and other traditional lenders. Non-bank lenders are more flexible in their
lending guidelines, and therefore, can offer individually structured / tailor made loans to
meet the specific requirements of a borrower. Also, banks have lengthy due diligence
processes, and are typically not able to meet borrowers’ quick capital needs. All the above
reasons allow non-bank lenders to charge a higher interest rate on their loans compared to
banks / traditional lenders.
RMIF allows investors to invest in a pool of short-term diversified mortgages and receive
income from them. The fund is structured as a mutual fund trust, qualifies as a
registered investment, and is eligible for deferred plans such as LIF, RRSP, TFSA,
RESP, etc. The fund’s structure is very similar to a mortgage investment corporation
(“MIC”).
The major differences between RMIF’s structure, and a MIC, is that a MIC is required to
hold at least 50% of its holdings in residential mortgages and cash, whereas a mutual fund
trust does not have such a restriction. Another key difference is that all MIC investments
must be in Canada. RMIF invests in U.S. and Canadian mortgages. As of June 30, 2017,
approximately 43% of the portfolio was invested in U.S. mortgages.
Similar to MICs, the fund does not pay any corporate tax and act as a flow-through entity. In
order to avoid entity level taxation, the fund pays out 100% of its taxable income to
investors. The distributions are treated as interest income for investors’ tax purposes.
RMIF is externally managed by the founders through a separate management company,
which originates and manages mortgages for the fund.

Manager

The following section provides a background on the fund and its manager.
The Manager of the fund, Romspen Investment Corporation (“RIC”, “Manager”), was
formed in 1966, as a mortgage lender by three Toronto based lawyers, Louis W.
Spencer, Sheldon Esbin and Arthur Resnick. Mr. Esbin and Mr. Resnick continue to
remain as Partners of the firm. Their initial focus was on residential and commercial loans in
southwestern Ontario, and the funding came from friends, family and accredited investors.
Over time, the business evolved to focus primarily on commercial and industrial mortgages
and expanded geographically across Canada and to the U.S.
RMIF was formed in May 2005 and commenced operations in January 2006. Until that
time, investors were directly invested in individual mortgages. Investors of the mortgages at
that time exchanged their interest (worth approximately $159 million) for units of the fund.
The fund’s investor base primarily includes accredited individuals, family offices,
foundations, endowments and pension plans.
The manager does not originate or administer loans for third-parties. According to
management, RIC has originated over $4 billion from over 750 mortgages since 2006. The
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manager sources its mortgages through their in-house origination team, and through thirdparty brokers, who are typically paid a fee of 2% – 3% by the borrower. The in-house
origination vets 100% of all deals before they are put forward for consideration.
Romspen currently has 53 employees. The management team have extensive experience in
the sector. Each individual has an average tenure of 17 years with Romspen. Brief
biographies of the Managing Partners, as provided on the company website, follow:
Sheldon Esbin, Managing General Partner
Sheldon Esbin is a founder and Managing General Partner of Romspen Investment
Corporation and oversees all operations of the Fund. Prior to founding Romspen, he
practiced law for 26 years at Spencer Romberg during which time he also lectured, served on
professional boards and authored numerous legal articles. Mr. Esbin graduated from
Osgoode Hall Law School in 1964 and was called to the Ontario Bar in 1966, with Honours
(Law Society prize). Mr. Esbin is an active collector of Toronto archival material and is an
avid supporter of many organizations involved in the preservation of Toronto’s historical
past.
Mark Hilson, Managing General Partner
Mark Hilson is a Managing General Partner of Romspen Investment Corporation and
oversees the Fund’s overall operation and performance. Previously, Mark worked at Onex
Corporation for 22 years where he was a Managing Director. Prior to joining Onex, Mark
was an Associate in the Mergers and Acquisitions Group at Merrill Lynch and a Brand
Manager at Procter & Gamble. Mark has an MBA (George F. Baker Scholar) from the
Harvard Graduate School of Business Administration and an Honours Bachelor of Business
Administration (Gold Medalist) from Wilfrid Laurier University.
Wesley Roitman, Managing General Partner
Wesley Roitman has been a Managing General Partner of Romspen Investment Corporation
since January 2004 and oversees the Fund's overall operation and performance. Previously,
Wes was General Partner of St. Aubyn's Partnership and prior to this he was Executive Vice
President and Chief Operating Officer of Northern Financial Corporation. From 1996 to
1999 Wes was Chief Financial Officer of PSINet Limited, a large international internet
service provider. Wes has a Bachelor of Science in Mathematics and Actuarial Science from
the University of Toronto. Wes serves on the Board of Directors of the Holland Bloorview
Foundation.
Arthur Resnick, Managing Partner
Arthur Resnick is a co-founder and Managing Partner of Romspen Investment Corporation
and is a trustee of the Romspen Mortgage Investment Fund. Mr. Resnick practiced with the
law firm of Spencer Romberg specializing in real estate and mortgage law from the time he
was admitted to the Ontario bar in 1969. Arthur has a Bachelor of Commerce degree from
the University of Toronto and a Bachelor of Law degree from Osgoode Hall Law School.
Blake Cassidy, Managing Partner
Blake Cassidy is a Managing Partner of Romspen Investment Corporation and is responsible
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for business development including originating new loans and fostering relationships within
the brokerage and lending community. Prior to joining Romspen in 1995, Blake gained
experience in the real estate industry at New Era Mortgage Corporation and Sandray
Property Management. Blake has a Bachelor of Science degree from the University of
Toronto and holds brokerage licensing certifications from the Sauder School of Business,
UBC Real Estate Division and by the Ontario Mortgage Brokers Association.
Richard Weldon, Managing Partner
Richard Weldon is a Managing Partner and is responsible for special projects
including restructuring and development. Richard has 30 years experience in real estate
planning, development and construction. He has built, owned and managed over 1,000
residential homes and various commercial projects across Ontario and Quebec. Prior to
joining Romspen in 2011, Richard was Vice President of Sotheby’s International Realty
focusing on the successful restructuring, marketing and sale of major residential and
commercial projects for many of Canada's largest financial institutions. Richard was trained
as a Chartered Accountant and received his Commerce degree from Concordia University in
Montreal.
Peter Oelbaum, Managing Partner
Peter Oelbaum is a Managing Partner and is responsible for managing a range of real estate
development projects on behalf of Romspen. Peter has more than 15 years’ experience in
managing and developing real estate assets and in overseeing related legal aspects. Prior to
working with Romspen, Peter was a principal of Ronan Investments Inc., where he oversaw
the management of a diverse portfolio of real estate assets. In 2005, Peter acquired a large
specialty furniture retailer and led a turnaround of the business, culminating in a successful
exit transaction in 2008. Peter was also a co-founder and V.P. of North American Operations
for Sparkice Inc. where he managed the international operations of an Asian supply chain
management company. Peter holds a BA in Political Science from McGill University and an
LLB from the University of British Columbia.
Mary Gianfriddo, Managing Partner
Mary Gianfriddo is a Managing Partner at Romspen Investment Corporation and is
responsible for the overall administrative oversight of the mortgage portfolio Mary has been
with Romspen Investment Corporation since August 2005, bringing over 25 years of
experience in mortgage lending. Prior to joining Romspen, Mary was a Client Relations
Manager with GMAC, Senior Mortgage Analyst with Canada Life Mortgage Services and a
Senior Mortgage Officer with National Trust.
There are no independent board members. We believe that the board of a company should
include independent or unrelated directors who are free of any relationships or business that
could materially interfere with the director’s ability to act in the best interest of the company.
The Managing Partners own a total of 6.83 million units, or 3.6% of the total outstanding
units of RMIF as of June 30, 2017.
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Management

No. of Units of RMIF

% of Total

Sheldon Esbin

2,973,489

1.63%

Mark Hilson

1,416,329

0.77%

968,089

0.53%

1,037,199

0.57%

372,758

0.20%

Richard Weldon

19,508

0.01%

Peter Oelbaum

36,020

0.02%

8,358

0.00%

6,831,750

3.60%

Wesley Roitman
Arthur Resnick
Blake Cassidy

Mary Gianfriddo
Total

Investment
Mandate

The fund’s primary focus is on commercial and industrial first mortgages across Canada and
the U.S. The target properties include multi-purpose, office, industrial, office, retail, and
multi-family residential properties, such as condominium or apartment buildings. The fund
offers mortgages on revenue generating properties, as well as construction loans and predevelopment mortgages. The following examples provide a general overview of the type of
mortgages that Romspen originates.
Name

Location

Type

Financing

Hotel X

Toronto, ON

29-storey / 406 room hotel development

$70 million construction facility

Roundhouse
Development

Victoria, BC

800,000 sq. ft. mixed-use development

$78 million multi-facility financing

107 Morgan Street

200 Kent Avenue

Jersey City, New 1.4 acre site with residential development potential US$32.7 million to refinance an existing
Jersey
of 850,000 sq. ft.
mortgage
Brooklyn, New
York

Maison De Jesus-Marie Montreal, Quebec

Garvey Court

Chicago, Illinois

mixed-use development project

US$21.5 million mortgage to refinance

redeveloped into a 200 unit luxury condo with highend amenities

$23.2 million mortgage

assisted in the purchase of this retail and food
court site from a bankruptcy proceeding

US$9.3 million mortgage

Management’s top three mandates are capital preservation, generating absolute cash
yields to investors regardless of the market return, and performance consistency.
The following points highlight the fund’s key investment strategy:
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 Maintain an average term of under two years - Typically, shorter terms have lower risk as
they have less exposure to interest rate and real estate price fluctuations. Like most nonbank lenders, the fund tends to renew terms once or twice per borrower. According to
management, typically, 60% of the loans get renewed at least once.
 Typically, Loan to Value (“LTV”) not higher than 65% at the time of origination.
 Geographical diversification – The fund began to invest in U.S. based mortgages in 2011.
At the end of June 2017, approximately 57% of the mortgages were in Canada and the
remaining 43% were in the U.S. ON and BC accounted for 70% of the Canadian
exposure. The fund is diversified across 17 states in the U.S. with the bulk of the
investments being in Texas, California, Florida and New York.
 No single mortgage can account for over 10% of the portfolio.
 No single borrower can account for over 10% of the portfolio.
 First mortgages should account for over 80% of the portfolio.
 Investments in the U.S. should not account for more than 50% of the portfolio.
 As of June 30, 2017, $31 million loans (two loans) were classified as related party
mortgages, or 2% of the mortgage portfolio.
 The fund may take control of certain underperforming mortgages acquired through
foreclosure. Management’s strategy here is to hold and/or develop the properties instead
of disposing them at values significantly below optimal market prices. Such acquired
properties are classified as “Investment in Subsidiaries” on the fund’s balance sheets. As
of June 30, 2017, the fund had $309 million in such investments, reflecting 17% of the
overall portfolio of $1.87 billion.
The following section presents a detailed analysis of the fund portfolio’s key parameters.
Portfolio’s Key
Parameters

As of June 30, 2017, the fund had $1.92 billion in gross mortgage receivables and
investments in subsidiaries secured by 149 properties, versus $302 million at the end of
2006, reflecting a CAGR (compounded annual growth rate) of 19%. The following chart
shows the portfolio size at the end of ever year since inception.
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Mortgages by Type: The mortgages held by RMIF are classified as term (income producing
built projects), construction or pre-development mortgages. As shown in the chart below,
term mortgages accounted for 38%, pre-development was at 33%, and construction was at
29% of the portfolio as of June 30, 2017. The historic averages were 46%, 33%, and 21%,
respectively.
Mortgages by Type

Mortgages by Security: First mortgages accounted for 94% of the portfolio as of June 30,
2017. Since 2006, first mortgages have averaged 95.2% of the portfolio (range: 92.4% to
96.8%).
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Mortgages by Security

Mortgages by Size: As of June 30, 2017, 46% of the portfolio were of mortgages over $20
million, 29% were beween $10 and $20 milion, and the remaining 25% were under $10
million. The historical averages were 20%, 20%, and 60%, respectively.
Mortgages by Size

The largest loan in the current portfolio was a $70 million loan as of June 30, 2017.
As of June 30, 2017, the average loan size was $12.9 million; the average has been rising
every year, as shown below. According to management, the average has been increasing as
larger loans are typically less competitive, allowing RMIF to receive better terms and rates
on such loans.
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Average mortgage value ($, 000s)

Lending Rate: The following chart shows the weighted average lending rate since 2006. As
of June 30, 2017, the weighted average lending rate was 11.0% p.a.
Lending Rate

Mortgages by Term: As of June 30, 2017, approximately 82% of the portfolio had
mortgages with terms less than 12 months. The historic average was 78% (range – 59% to
91%).
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Mortgages by Term

Loan to Value (LTV) – The fund does not disclose the weighted average LTV of its
portfolio.
Geographical Diversification: The chart below outlines the fund portfolio’s distribution of
mortgages by location. As of June 30, 2017, approximately 43% of the portfolio was secured
by properties in the U.S., 27% in ON, 13% in BC, 8% in AB and 9% in other provinces.
Geographical Diversification

Private
Lending
Market

The following section provides an overview of the mortgage lending market.
The total residential mortgage credit in Canada (outstanding balance of the major private
institutional lenders) increased from $0.43 trillion in 2000, to $1.39 trillion by the end of
2016, reflecting a compounded annual growth rate (“CAGR”) of 7.6%, and a 6.3% YOY
increase.
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Source: Statistics Canada

At the end of 2016, mortgage credit accounted for 71%, and consumer credit accounted for
the remaining 29% of total household debt.
The commercial mortgage market in Canada is much smaller and was at approximately $215
billion at the end of 2016, up from $139 billion in 2010, reflecting a CAGR of 7.5%.
Approximately $44 billion in new loans were originated in 2016. The following chart shows
the total outstanding commercial mortgages and the annual originations since 2010.

Source: CMLS

In the U.S., at the end of 2016, there were approximately US$3.80 trillion in
commercial mortgages outstanding, up from US$3.11 trillion at the end of 2012,
reflecting a CAGR of 5.2%. Residential mortgages accounted for US$10.26 trillion at the
end of 2016, up from US$10.04 trillion at the end of 2012, reflecting a CAGR of 0.6%.
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Source: Federeal Reserve

In the U.S. and Canada, the key lenders in the residential and commercial segments are
chartered banks, trust and mortgage loan companies, credit unions, pension funds, life
insurance companies, etc. Non-bank lenders such as Romspen, we estimate, account for
under 5% of the overall market. Note that the above figures do not account for
construction / pre-development mortgages.
In a study we conducted for the Canada Mortgage Housing Corporation, we estimated that
the MIC industry in Canada is an $8 to $10 billion market. The top 10 funds accounted for
$2.75 billion in mortgages at the end of Q3-2016.
The factors that have been contributing to increased lending in Canada are the strong growth
in housing prices, decreasing unemployment rates (see chart below), a low interest rate
environment, and the relatively low default rates. Also, the tighter lending policies set by
banks and conventional lenders have been encouraging more and more private lenders to
enter the market over the last decade.
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Although there was a rise in residential mortgage arrears during the recession (mid-1990s
and 2008-2009), the rates have dropped considerably since 2010, as shown in the chart
below.

Source: CMHC

The Canadian national average was 0.28% in Q1-2017, versus 0.43% in 2010. This is
significantly lower than the default rates in the U.S. (see chart below).
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Source: CMHC

The following table shows the average, minimum and maximum rates in Canada since 2002.
British Columbia’s (“BC”) rate of 0.20% in Q1-2017, was well below the historical average
of 0.34%. Ontario’s (“ON”) rate of 0.12% in Q1-2017, was well below the historical average
0.27%. The U.S. national average was 0.70% in Q1-2017.
%
Canada
Alberta
Atlantic
British Columbia
Manitoba
Ontario
Quebec
Saskatchewan
U.S.

2002 - 2016
(Average)
0.32
0.43
0.48
0.34
0.34
0.27
0.29
0.36
2.07

Low

High Q1-2017

0.25
0.16
0.38
0.14
0.21
0.14
0.17
0.24
0.87

0.43
0.79
0.63
0.55
0.67
0.42
0.36
0.61
4.43

0.28
0.47
0.62
0.20
0.33
0.12
0.35
0.70
1.37

Data Source: CMHC

As mentioned earlier, the low interest rate environment is another factor that is driving
lending. The following chart shows the overnight lending rate since 2007. On September 6,
2017, the Bank of Canada announced a 0.25% increase in the overnight lending rate to 1%.
The following chart shows the historical overnight lending rate.
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We expect this to result in a gradual increase in mortgage rates over the coming quarters. A
significant increase in the GOC (1 to 3 year) bond yields confirms this outlook.

Source: Bank of Canada

We believe that all of the above factors indicate strong deal flow and higher rates for
private lenders in the next 12 months.
Structure

As of June 30, 2017, the fund had a total of 182.90 million units outstanding. According to
management, approximately 35% of the capital is currently raised through IIROC dealers,
and the remaining 65% internally.
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Distributions to investors are made monthly. However, note that management has total
discretion to suspend or accrue distributions, in circumstances that require them to preserve
cash flow.
There is no market or exchange that the trust units trade on. Units may be redeemed by
investors at any time at their fair market value. However, management has the right to
limit monthly redemptions to 1% of the outstanding units of the fund. There is a 2% penalty
for redemptions within the first year of investment. We consider this reasonable as several
comparable funds charge early redemption penalties for up to even 2 to 3 years.
Financials

The fund’s financial statements are audited by KPMG.
The following table shows a summary of the fund’s balance sheet.

At the end of Q2-2017, the fund had $1.87 billion (net of allowance) in mortgages ($1.56
billion) and investment in subsidiaries ($0.31 billion). Investment in subsidiaries account for
the underperforming mortgages that the fund acquires with the intent to hold and/or develop.
Line of credit – The fund has a line of credit at a rate of prime + 1.0% p.a. As of June 30,
2017, the fund had used $122 million, reflecting a total debt to capital of 6.2%. Large
lenders, we estimate, tend to use a higher debt to capital in the 20% to 40% range.
Management indicated to us, for conservatism, the fund uses leverage just to manage cash
flows and not as structural leverage.
The following table shows a summary of the income statement since 2006.
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YE – Dec 31st

Revenues grew from $24.55 million in 2006, to $137.89 million in 2016, reflecting a
CAGR of 19%. In the first six months of 2017, the fund reported revenues of $79.43
million.
Mortgage interest as a percentage of mortgage receivables and investments were 8.9% p.a. in
the first six months of 2017. The average rate since 2006 was 9.3% p.a. (range: 8.1% to
11.4%).




2017 (6M) figures are annualized
Note that the above figures may be slightly different from the figures reported by the fund due to the
difference in the method of calculation. We used the average of the opening balance, and year-end balance
of the mortgages outstanding, and invested capital, to arrive at the above figures.

Forward contracts – The fund uses FOREX forward contracts to hedge the exposure to
U.S. based loans. In certain cases, the fund includes mortgage contract terms whereby the
borrower is responsible for FOREX losses. At the end of Q2-2017, 90% of the fund’s US$
exposure was hedged. The following chart shows that the fund has had under 1% in realized
gain / loss every year from FOREX.
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As shown in the chart below, the annual return for investors averaged 8.6% since 2006
(range: 7.4% to 10.5%).

The following chart shows the return relative to benchmarks:

Source: Romspen

Management Fees – We estimate that RIC generates approximately $40 - $45 million in
annual revenues from managing the fund from the following:
 Management Fees (paid monthly) - 1.0% p.a. of the principal balance of all mortgage
investments and the fair market value of all other non-mortgage investments. These fees
were $16.76 million in 2016.
 Lender/broker fees – The manager receives fees related to the following from borrowers origination, commitment, renewal, extension, discharge, participation, NSF and
administration fees. These fees, which are not passed on to the fund, were $26.38 million
in 2016.
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Lender/Broker Fees to Manager as a percentage of Mortgages and Investments

Management does not charge any performance based fee, which we believe is a common
practice adopted by managers of low-risk funds focused primarily on first mortgages.
Overall, we believe the fees are inline with industry standards.
Loan loss rates - The following chart shows the realized and unrealized losses, and few
other key parameters of the portfolio since inception.

At the end of Q2-2017, the fund had assigned a provision for losses of $23.68 million, or
1.5% of the gross mortgages. This is a conservative rate as most large lenders assign a
provision of 0.75% to 1.25% of their portfolios. The fund also assigned a provision for loss
of $28.61 million, or 8.5% of the investment in subsidiaries.
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The realized loss has averaged 0.2% since 2006 (range: 0% to 1.2%).
Risk

We believe the following are the key risks of this offering (most of the risks mentioned
below are industry specific and impact comparable lenders as well):












Rating

There is no guaranteed return on investment.
Loans are short term and need to be sourced and replaced quickly.
Timely deployment of capital is crucial.
Volatility in real estate prices - a drop in real estate prices will result in higher LTVs,
and higher default risk as the value of collateral decreases.
At the end of Q2-2017, investment in subsidiaries (underperforming mortgages)
accounted for approximately 16.5% of the total of mortgages and investment in
subsidiaries.
Although the fund hedges most of its US$ dollar exposure, it has exposure to
exchange rate risks.
High average loan size.
Investors’ principal is not guaranteed, as the NAV per unit could decrease from
current levels (as a result of loan losses).
Loans are primarily interest only loans.
Although the focus is on first mortgages, the fund may invest in second and third
mortgages which carry higher risk.
Redemptions are not guaranteed.

We are initiating coverage with an overall rating of 2 and risk rating of 3.
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Fundamental Research Corp. Rating Scale:
Rating – 1: Excellent Return to Risk Ratio
Rating – 2: Very Good Return to Risk Ratio
Rating – 3: Good Return to Risk Ratio
Rating – 4: Average Return to Risk Ratio
Rating – 5: Weak Return to Risk Ratio
Rating – 6: Very Weak Return to Risk Ratio
Rating – 7: Poor Return to Risk Ratio
A “+” indicates the rating is in the top third of the category, A “-“ indicates the lower third and no “+” or “-“ indicates the middle third of the category.
Fundamental Research Corp. Risk Rating Scale:
1 (Low Risk)
2 (Below Average Risk)
3 (Average Risk)
4 (Speculative)
5 (Highly Speculative)

Disclaimers and Disclosure
The opinions expressed in this report are the true opinions of the analyst about this company and industry. Any “forward looking statements” are our best estimates and opinions based upon
information that was provided and that we believe to be correct, but we have not independently verified with respect to truth or correctness. There is no guarantee that our forecasts will
materialize. Actual results will likely vary. The analyst and Fundamental Research Corp. “FRC” does not own any shares of the subject company, does not make a market or offer shares for
sale of the subject company, and does not have any investment banking business with the subject company. Fees have been paid by the issuer to FRC to issue this report. The purpose of the
fee is to subsidize the high costs of research and monitoring. FRC takes steps to ensure independence including setting fees in advance and utilizing analysts who must abide by CFA Institute
Code of Ethics and Standards of Professional Conduct. Additionally, analysts may not trade in any security under coverage. Our full editorial control of all research, timing of release of the
reports, and release of liability for negative reports are protected contractually. Distribution procedure: our reports are distributed first to our web-based subscribers on the date shown on this
report then made available to delayed access users through various other channels for a limited time. The performance of FRC’s research is ranked by Investars. Full rankings and are available
at www.investars.com.
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscription.htm for subscription options. This report contains "forward looking" statements. Forward-looking
statements regarding the Company and/or stock’s performance inherently involve risks and uncertainties that could cause actual results to differ from such forward-looking statements. Factors
that would cause or contribute to such differences include, but are not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of
the Company's new product lines/services; competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other
risks discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators. By making these
forward looking statements, Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these statements for revisions or changes after the date of this
report. A report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent updates because the subject company is likely to be
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not intended as being a complete description of the company, industry, securities or developments referred to in the material. Any forecasts contained in this report were independently prepared
unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report. Additional information is available upon request. THIS
REPORT IS COPYRIGHT. YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION. Please give proper credit, including citing Fundamental Research Corp
and/or the analyst, when quoting information from this report.
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