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INDEPENDENT AUDITOR'S REPORT
To the Shareholders of CMI High Yield Opportunity Fund Corp.

Opinion

We have audited the financial statements of CMI High Yield Opportunity Fund Corp. (the Entity)
which comprise:

e the statement of financial position as at October 31, 2023

¢ the statement of income and comprehensive income for the year then ended
¢ the statement of changes in shareholders' equity for the year then ended

¢ the statement of cash flows for the year then ended

e and notes to the financial statements, including a summary of material accounting policy
information

(Hereinafter referred to as the "financial statements").

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Entity as at October 31, 2023, and its financial performance and its cash
flows for the year then ended in accordance IFRS Accounting Standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the "Auditor's Responsibilities for
the Audit of the Financial Statements" section of our auditor's report.

We are independent of the Entity in accordance with the ethical requirements that are relevant to
our audit of the financial statements in Canada and we have fulfiled our other ethical
responsibilities in accordance with these requirements.

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

KPMG LLP, an Ontario limited liability partnership and member firm of the KPMG global organization of independent member firms affiliated
with KPMG International Limited, a private English company limited by guarantee. KPMG Canada provides services to KPMG LLP
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Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS Accounting 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.

In preparing the financial statements, management is responsible for assessing the Entity's ability
to continue as a going concern, disclosing as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the
Entity or to cease operations, or has no realistic alternative but to do so.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with Canadian generally accepted auditing standards will always detect a material
misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of the financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit.

We also:

¢ Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Entity's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
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e Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Entity's ability to continue
as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or conditions
may cause the Entity to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

e Communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Kins 2
T

Chartered Professional Accountants, Licensed Public Accountants
Toronto, Canada

February 26, 2024



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Statement of Financial Position
(In Canadian dollars)

October 31, 2023, with comparative information for 2022

2023 2022
Assets
Cash and cash equivalents $ 346,304 $ 949,533
Interest and fees receivable 921,573 168,368
Other assets 114,969 250,004
Amounts due from related companies (note 7) 4,749,670 5,267,151
Mortgage investments, net (note 4) 92,195,527 51,691,732
Total assets $ 98,328,043 $ 58,326,788
Liabilities and Shareholders' Equity
Liabilities:
Accounts payable and accrued liabilities $ 57,553 $ 34,809
Management and performance fees payable (note 7) - 223,179
Prepaid mortgage interest (note 4) 1,471,279 505,414
1,528,832 763,402
Shareholders' equity:
Common shares (note 5) 100 100
Preferred shares - Class A (note 6) 3,309,205 48,233,809
Preferred shares - Class F (note 6) 93,489,906 9,329,477
96,799,211 57,563,386
Total liabilities and shareholders' equity $ 98,328,043 $ 58,326,788

See accompanying notes to financial statements.

On behalf of the Board:

Director

Director




CMI HIGH YIELD OPPORTUNITY FUND CORP.

Statement of Income and Comprehensive Income
(In Canadian dollars)

Year ended October 31, 2023, with comparative information for 2022

2023 2022
Income:

Interest and fees $ 8,715,128 $ 4,488,113
Participation fees (note 7(c)) 1,503,269 526,759
10,218,397 5,014,872

Expenses:
Management and performance fees (note 7) 1,019,298 415,172
Office and general 12,490 10,868
Professional fees 117,774 128,713
Bank charges 68,781 11,683
Provision for credit losses (note 4) 995,519 48,388
2,213,862 614,824
Net income and comprehensive income $ 8,004,535 $ 4,400,048

See accompanying notes to financial statements.



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Statement of Changes in Shareholders' Equity
(In Canadian dollars)

Year ended October 31, 2023, with comparative information for 2022

Preferred Preferred
Common shares - shares - Retained
shares Class A Class F earnings Total
Shareholders' equity,

October 31, 2021 $ 100 $ 27,167,253 $ 100,000 $ - $ 27,267,353
Proceeds from issuance of shares - 22,801,802 9,174,337 - 31,976,139
Transaction costs - (319,808) - - (319,808)
Redemption of shares - (2,652,389) (50,000) - (2,702,389)
Net income and comprehensive

income - - - 4,400,048 4,400,048
Dividends paid - Class A - - - (2,928,762) (2,928,762)
Dividends paid - Class F - - - (129,195) (129,195)
Dividend reinvestment plan — 1,236,951 105,140 (1,342,091) —
Shareholders' equity,

October 31, 2022 100 48,233,809 9,329,477 - 57,563,386
Proceeds from issuance of shares - 603,405 45,310,504 - 45,913,909
Exchange - (39,506,908) 39,506,908 - -
Transaction costs - (6,962) (522,818) - (529,780)
Redemption of shares - (6,546,232) (2,573,188) - (9,119,420)
Net income and comprehensive

income - - - 8,004,535 8,004,535
Dividends paid - Class A - - - (1,641,494) (1,641,494)
Dividends paid - Class F - - - (6,363,041) (6,363,041)
Dividend reinvestment plan - 532,093 2,439,023 - 2,971,116
Shareholders' equity,

October 31, 2023 $ 100 $ 3,309,205 $ 93,489,906 $ — $ 96,799,211

See accompanying notes to financial statements.



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Statement of Cash Flows
(In Canadian dollars)

Year ended October 31, 2023, with comparative information for 2022

2023 2022
Cash flows provided by (used in):
Operating activities:
Net income and comprehensive income $ 8004535 $ 4,400,048
Adjustment for non-cash items:
Provision for credit losses 995,519 48,388
Interest and fees (8,715,128) (4,488,113)
Change in non-cash capital items:
Interest and fees receivable (753,205) (158,130)
Accounts payable and accrued liabilities 22,744 (8,218)
Management and performance fees payable (223,179) -
Prepaid mortgage interest 965,865 138,596
Other assets 135,035 (222,339)
Amounts due from/to related parties 517,481 (2,879,817)
Interest received 8,144,202 4,493,858

Funding of mortgage investments
Discharge and principal repayments of
mortgage investments

(82,071,187)

41,142,799

(54,976,923)

27,058,294

Financing activities:

(31,834,519)

(26,594,356)

Proceeds from issuance of preferred shares 45,913,909 31,976,139
Redemptions of preferred shares (9,119,420) (2,702,389)
Transaction costs for issuance of preferred shares (529,780) (319,808)
Dividends paid to preferred shareholders (5,033,419) (3,070,388)
31,231,290 25,883,554
Decrease in cash and cash equivalents (603,229) (710,802)
Cash and cash equivalents, beginning of year 949,533 1,660,335
Cash and cash equivalents, end of year $ 346,304 $ 949,533
Supplemental disclosure for non-cash activities:
Preferred Series A shares issued under the
dividend reinvestment plan $ 532,093 $ 1,236,951
Preferred Series B shares issued under the
dividend reinvestment plan 2,439,023 105,140

See accompanying notes to financial statements.



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements
(In Canadian dollars)

Year ended October 31, 2023

1. Organization of Corporation:

CMI High Yield Opportunity Fund Corp. (the "Corporation") is a corporation established under
Ontario Business Corporations Act on October 29, 2019. The principal and registered office of
the Corporation is 2425 Matheson Boulevard East, 8" Floor, Mississauga, Ontario, L4W 5K4.
The Corporation's primary business is earning income through investing in residential and
commercial real estate mortgage loans to borrowers. The Corporation is a mortgage
investment corporation ("MIC") and focuses on generating a stream of income by investing in a
portfolio of mortgages, thereby providing investors with an opportunity to participate in a
portfolio of mortgages by purchasing preferred shares in the Corporation.

CMI Mortgage Services Inc. and Canadian Mortgages Inc., entities related to the officers of the

Corporation, together serve as manager for the Corporation under an amended Mortgage
Services Agreement dated November 1, 2020 (the "Manager").

2. Basis of presentation:
(a) Statement of compliance:

The financial statements of the Corporation have been prepared by management in
accordance with IFRS Accounting Standards.

These financial statements have been approved for issue by the Board of Directors on
February 26, 2024.

(b) Functional and presentation currency:

These financial statements are presented in Canadian dollars, which is the functional
currency of the Corporation.

(c) Basis of preparation:

These financial statements have been prepared on a historical cost basis.



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

2.

Basis of presentation (continued):

(d) Use of estimates and judgments:

In the preparation of these financial statements, the Manager has made judgments,
estimates and assumptions that affect the application of the Corporation's accounting
policies and the reported amounts of assets, liabilities, revenue and expenses. Actual
results may differ from these estimates.

In making estimates, the Manager relies on external information and observable conditions
where possible, supplemented by internal analysis. There are no known trends,
commitments, events or uncertainties that the Manager believes will materially affect the
methodology or assumptions utilized in making these estimates in these financial
statements. The significant estimates and judgments used in determining the recorded
amount for assets and liabilities in the financial statements are as follows:

Measurement of expected credit loss ("ECL"):

The determination of the allowance for credit losses ("ACL") takes into account different
factors including assumptions about local real estate market conditions, market interest
rates, availability and terms of financing, underlying value of the security and various other
factors. These judgments include changes in circumstances that may cause future
assessments of credit risk to be materially different from current assessments, which would
require an increase or decrease in the allowance of credit loss. The Corporation exercises
significant judgment in the determination of a significant increase in credit risk since initial
recognition, credit impairment of mortgage investments and expected recoverable amount
of credit impaired mortgage investments (note 4).



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

3. Significant accounting policies:

The Corporation's accounting policies and its standards of financial disclosure have been
applied consistently to all years presented in these financial statements.

(@)

(b)

(©)

Cash and cash equivalents:

Cash consists of cash on hand and unrestricted cash held with financial institutions. The
Corporation considers highly liquid investments with an original maturity of three months or
less that are readily convertible to known amounts of cash and which are subject to an
insignificant risk of changes in value to be cash equivalents. As at October 31, 2023 and
2022, the Corporation had no cash equivalents.

Interest income:

Interest income includes interest earned on the Corporation's mortgage investments and
interest earned on cash and cash equivalents. Interest income earned on the mortgage
investments is accounted for using the effective interest method.

Income taxes:

It is the intention of the Corporation to qualify as a MIC for Canadian income tax purposes.
As such, the Corporation is able to deduct, in computing its income for a taxation year,
dividends paid to its shareholders during the year or within 90 days of the end of the year.
The Corporation intends to maintain its status as a MIC and pay dividends to its
shareholders in the year and in future years to ensure that it will not be subject to income
taxes. Accordingly, for financial statement reporting purposes, the tax deductibility of the
Corporation's dividends results in the Corporation being effectively exempt from taxation
and no provision for current or deferred taxes is required for the Corporation.



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

3.

Significant accounting policies (continued):

(d) Financial assets and liabilities:

(i) Classification and measurement of financial assets:

(a) Recognition and initial measurement:

The Corporation on the date of origination or purchase recognizes loans, debt and
equity securities, deposits and subordinated debentures at the fair value of
consideration paid. Regular way purchases and sales of financial assets are
recognized on the settlement date. All other financial assets and liabilities are
initially recognized on the trade date at which the Corporation becomes a party to
the contractual provisions of the instrument.

The initial measurement of a financial asset or liability is at fair value plus
transaction costs that are directly attributable to its purchase or issuance. For
instruments measured at fair value through profit or loss ("FVTPL"), transaction
costs are recognized immediately in profit or loss.

Regular way purchases and sales of financial assets are recognized on settlement
date, being the date on which the Corporation becomes a party to the terms of the
contract.

Financial assets include debt instruments.

(i) Debt instruments:

Debt instruments, including loans and debt securities, are classified into one of
the following measurement categories:

(a) Amortized cost;

(b) Fair value through other comprehensive income ("FVOCI"); or

(c) FVTPL for trading related assets.



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)

(In Canadian dollars)

Year ended October 31, 2023

3. Significant accounting policies (continued):

(ii)

(iii)

Classification of debt instruments is determined based on:

(@) The business model under which the asset is held; and

(b) The contractual cash flow characteristics of the instrument.

Business model assessment:

Business model assessment involves determining whether financial assets are
managed in order to generate cash flows from collection of contractual cash
flows. The Corporation takes into consideration the following factors:

(a) How the performance of assets in a portfolio is evaluated and reported,;

(b) The risks that affect the performance of assets held within a business
model and how those risks are managed; and

(c) Whether the assets are held for trading purposes.

Cash flow characteristics assessment:

The contractual cash flow characteristics assessment involves assessing the
contractual features of an instrument to determine if they give rise to cash flows
that are consistent with a basic lending arrangement. Contractual cash flows
are consistent with a basic lending arrangement if they represent cash flows
that are solely payments of principal and interest on the principal amount
outstanding ("SPPI").

Principal is defined as the fair value of the instrument at initial recognition.
Principal may change over the life of the instruments due to repayments.

Interest is defined as consideration for the time value of money and the credit
risk associated with the principal amount outstanding and for other basic
lending risks and costs (liquidity risk and administrative costs), as well as a
profit margin.



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

3.

Significant accounting policies (continued):

In performing this assessment, the Corporation takes into consideration
contractual features that could change the amount or timing of contractual cash
flows, such that the cash flows are no longer consistent with a basic lending
arrangement. If the Corporation identifies any contractual features that could
modify the cash flows of the instrument such that they are no longer consistent
with a basic lending arrangement, the related financial asset is classified and
measured at FVTPL.

(@)

(b)

Debt instruments measured at amortized cost:

Debt instruments are measured at amortized cost if they are held within a
business model whose objective is to hold for collection of contractual cash
flows where those cash flows represent SPPI. After initial measurement,
debt instruments in this category are carried at amortized cost using the
effective interest rate method. The effective interest rate is the rate that
discounts estimated future cash payments or receipts through the
expected life of the financial asset to the gross carrying amount of a
financial asset. Amortized cost is calculated taking into account any
discount or premium on acquisition, transaction costs and fees that are an
integral part of the effective interest rate. Amortization is included in
interest income in the statement of income and comprehensive income.

Impairment on debt instruments measured at amortized cost is calculated
using the ECL approach. Loans and debt securities measured at amortized
cost are presented net of the ACL in the statement of financial position.

Debt instruments measured at FVTPL:

Debt instruments measured at FVTPL include assets held for trading
purposes, assets held as part of a portfolio managed on a fair value basis
and assets whose cash flows do not represent payments that are SPPI.
These instruments are measured at fair value in the statement of financial
position, with transaction costs recognized immediately in the statement of
income and comprehensive income as part of non-interest income.
Realized and unrealized gains and losses are recognized as part of non-
interest income in the statement of income and comprehensive income. At
October 31, 2023 and 2022, the Corporation had no instruments classified
at FVTPL.

10



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)

(In Canadian dollars)

Year ended October 31, 2023

3. Significant accounting policies (continued):

(iv) Impairment:

The Corporation recognizes loss allowances for ECL on financial assets
measured at amortized cost. The Corporation applies a three-stage approach
to measure ACL. The Corporation measures loss allowance at an amount
equal to 12 months of expected losses for performing loans if the credit risk at
the reporting date has not increased significantly since initial recognition
(Stage 1) and at an amount equal to lifetime expected losses on performing
loans that have experienced a significant increase in credit risk since
origination (Stage 2) and on credit impaired loans (Stage 3).

At each reporting date, the Corporation assesses whether there has been a
significant increase in credit risk for exposures since initial recognition by
assessing the risk of default occurring over the remaining expected life from
the reporting date and the date of initial recognition. The assessment
considers borrower-specific quantitative and qualitative information with
consideration of collateral, and the impact of forward-looking macro-economic
factors, management judgment and delinquency and monitoring.

With regards to delinquency and monitoring, there is a rebuttable presumption
that the credit risk of the financial instrument has increased since initial
recognition when contractual payments are more than 30 days overdue.

(a) Measurement of ECL:

The probability of default ("PD"), exposure at default ("EAD"), and loss
given default ("LGD") inputs used to estimate ECL are modelled based on
macroeconomic variables that are most closely related with credit losses in
the relevant portfolio.

Details of these statistical parameters/inputs are as follows:
PD - The probability of default is an estimate of the likelihood of default
over a given time horizon. A default may only happen at a certain time

over the remaining estimated life, if the facility has not been previously
derecognized and is still in the portfolio.

11



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

3.

Significant accounting policies (continued):

(b)

(©

EAD - The exposure at default is an estimate of the exposure at a future
default date, taking into account expected changes in the exposure after
the reporting date, including repayments of principal and interest, whether
scheduled by contract or otherwise, expected drawdowns on committed
facilities, and accrued interest from missed payments.

LGD - The loss given default is an estimate of the loss arising in the case
where a default occurs at a given time. It is based on the difference
between the contractual cash flows due and those that the lender would
expect to receive, including from the realization of any collateral. It is
usually expressed as a percentage of the EAD.

Macroeconomic factors:

In its models, the Corporation relies on forward looking information as
economic inputs, such as house price indices. The inputs and models
used for calculating ECL may not always capture all characteristics of the
market at the date of the financial statements. To reflect this, qualitative
adjustments or overlays may be made as temporary adjustments using
expert credit judgment.

Assessment of significant increase in credit risk ("SIR"):

At each reporting date, the Corporation assesses whether there has been
a SIR for exposures since initial recognition by comparing the risk of
default occurring over the remaining expected life from the reporting date
and the date of initial recognition. The assessment considers borrower-
specific quantitative and qualitative information with consideration of
collateral, and the impact of forward-looking macro-economic factors,
management judgment and delinquency and monitoring.

12



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

3.

Significant accounting policies (continued):

(d)

The common assessments for SIR on investment portfolios include
macroeconomic outlook, management judgment, and delinquency and
monitoring. Forward looking macroeconomic factors are a key component
of the macroeconomic outlook. The importance and relevance of each
specific macroeconomic factor depends on the type of product,
characteristics of the financial instruments and the borrower and the
geographical region. Quantitative models may not always be able to
capture all reasonable and supportable information that may indicate a
SIR.

Qualitative factors may be assessed to supplement the gap. With regards
to delinquency and monitoring, there is a rebuttable presumption that the
credit risk of the financial instrument has increased since initial recognition
when contractual payments are more than 30 days overdue.

Presentation of ACL in the statement of financial position:

() Financial assets measured at amortized cost: as a deduction from the
gross carrying amount of the financial assets; and

(i) Debt instruments measured at FVOCI: no allowance is recognized in
the statement of financial position because the carrying value of these
assets is their fair value. However, the allowance determined is
presented in the accumulated OCI.

13



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)

(In Canadian dollars)

Year ended October 31, 2023

3. Significant accounting policies (continued):

(e) Definition of default:

The Corporation considers a financial instrument to be in default as a result
of one or more loss events that occurred after the date of initial recognition
of the instrument and the loss event has a negative impact on the
estimated future cash flows of the instrument that can be reliably
estimated. This includes events that indicate:

() significant financial difficulty of the borrower;
(i) default or delinquency in interest or principal payments;

(iii) high probability of the borrower entering a phase of bankruptcy or a
financial reorganization; and

(iv) measurable decrease in the estimated future cash flows from the loan
or the underlying assets that back the loan.

The Corporation considers that default has occurred and classifies the
financial asset as impaired when it is more than 90 days past due, unless
reasonable and supportable information demonstrates that a more lagging
default criterion is appropriate.

(e) Recognition and measurement of financial instruments:

The Corporation determines the classification of its financial assets and liabilities at initial
recognition. Financial instruments are recognized initially at fair value and in the case of
financial assets and liabilities carried at amortized cost, adjusted for directly attributable
transaction costs. Financial instruments classified as loans and receivables or other
liabilities are subsequently measured at amortized cost.

14



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

3. Significant accounting policies (continued):

(f) Derecognition of financial assets and liabilities:

() Financial assets:

The Corporation derecognizes a financial asset when the contractual rights to the cash
flows from the financial asset expires, or it transfers the rights to receive the contractual
cash flows in a transaction in which substantially all the risks and rewards of ownership
of the financial asset are transferred, or in which the Corporation neither transfers nor
retains substantially all the risks and rewards of ownership and it does not retain
control of the financial asset. Any interest in such transferred financial assets that
qualify for derecognition that is created or retained by the Corporation is recognized as
a separate asset or liability. On derecognition of a financial asset, the difference
between the carrying amount of the asset (or the carrying amount allocated to the
portion of the asset transferred), and the sum of: (a) the consideration received
(including any new asset obtained less any new liability assumed) and (b) any
cumulative gain or loss that had been recognized in OCI is recognized in profit or loss.

The Corporation enters into transactions whereby it transfers mortgage investments
recognized on its statement of financial position, but retains either all or substantially all
of the risks and rewards of the transferred mortgage investments. If all or substantially
all risks and rewards are retained, then the transferred mortgage investments are not

derecognized.

In transactions in which the Corporation neither retains nor transfers substantially all
the risks and rewards of ownership of a financial asset and it retains control over the
asset, the Corporation continues to recognize the asset to the extent of its continuing
involvement, determined by the extent to which it is exposed to changes in the value of

the transferred asset.

(i) Financial liabilities:

The Corporation derecognizes a financial liability when the obligation under the liability

is discharged, cancelled or expired.

15



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

3.

Significant accounting policies (continued):

(g) Share capital:

In accordance with IAS 32, Financial Instruments - Presentation ("IAS 32"), the
Corporation's preferred shares are classified as equity due to the fact that the Corporation
may, in whole or in part, suspend or postpone, or continue a suspension or postponement
of, the right to redeem any preferred shares for any reason or cause in its sole discretion
thus meeting the definition of equity in IAS 32. Incremental costs directly attributable to the
issue of common shares and preferred shares are recognized as a deduction from equity.

Mortgage investments:

The following is a breakdown of the mortgage investment portfolio as at October 31, 2023 and

2022
2023 2022

First mortgages 11.0% $ 10,016,528 30.0% $ 15,583,593
Second mortgages 79.0% 73,514,477 55.0% 28,385,172
Third mortgages 2.8% 2,444,753 3.0% 1,424,961
Blanket 1t position 0.2% 175,000 2.0% 952,743
Blanket 2" position 7.0% 6,639,668 10.0% 5,425,605
Total mortgages

(at amortized cost) 100.0% 92,790,426 100.0% 51,772,074
Allowance for credit losses (594,899) (80,342)
Total mortgages

(at amortized cost), net $ 92,195,527 $ 51,691,732

16



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

4. Mortgage investments (continued):

The mortgage investments are secured by the real property to which they relate, bear interest
at a weighted average interest rate of 12.15% (2022 - 10.88%) with a weighted average term to
maturity of 10.82 months as at October 31, 2023 (2022 - 10.3 months). As at October 31,
2023, there is $1,471,279 of prepaid interest (2022 - $505,414), representing interest paid in
advance by the borrower. Prepaid interest is recognized on a straight-line basis over the term

of the mortgage.

The following is a breakdown of the mortgage investment portfolio as at October 31, 2023 and

2022:
Gross Allowance Net
carrying for credit carrying
2023 amount losses amount
First mortgages $ 10,016,528 $ 5,873 $ 10,010,655
Second mortgage 73,514,477 516,459 72,998,018
Third mortgages 2,444,753 10,160 2,434,593
Blanket 1%t position 175,000 - 175,000
Blanket 2" position 6,639,668 62,407 6,577,261
Total mortgage portfolio $ 92,790,426 $ 594,899 $ 92,195,527

Included in the total allowance for credit losses of $594,899 (2022 - $80,342) is a collective

allowance of nil (2022 - $57,761).

Gross Allowance Net

carrying for credit carrying

2022 amount losses amount
First mortgages $ 15,583,593 $ - $ 15,583,593
Second mortgage 28,385,172 - 28,385,172
Third mortgages 1,424,961 - 1,424,961
Blanket 1t position 952,743 - 952,743
Blanket 2" position 5,425,605 22,581 5,403,024
Total mortgage portfolio $ 51,772,074 $ 22,581 $ 51,749,493
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CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

4. Mortgage investments (continued):

The following tables present the gross investments at amortized cost as at October 31, 2023

and 2022:

2023 Stage 1 Stage 2 Stage 3 Total
First mortgages:

Residential $ 7,027,591 - $ 2,988,937 10,016,528
Second mortgages:

Residential 65,683,485 202,600 7,628,392 73,514,477
Third mortgages:

Residential 1,861,253 - 583,500 2,444,753
Blanket 1% position:

Residential 175,000 - - 175,000
Blanket 2" position:

Residential 3,498,518 - 3,141,150 6,639,668
Total 78,245,847 202,600 $ 14,341,979 92,790,426
2022 Stage 1 Stage 2 Stage 3 Total
First mortgages:

Residential 15,252,093 - $ 331,500 15,583,593
Second mortgages:

Residential 26,636,934 208,000 1,540,238 28,385,172
Third mortgages:

Residential 1,424,961 - - 1,424,961
Blanket 15 position:

Residential 952,743 - - 952,743
Blanket 2" position:

Residential 4,767,005 - 658,600 5,425,605
Total 49,033,736 208,000 $ 2,530,338 51,772,074
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CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

4. Mortgage investments (continued):

The following tables presents the allowance for credit losses on investments as at October 31,
2023 and 2022:

2023 Stage 1 Stage 2 Stage 3 Total
First mortgages:

Residential $ 82 $ - $ 5791 $ 5,873
Second mortgages:

Residential 32,009 - 484,450 516,459
Third mortgages:

Residential 225 - 9,935 10,160
Blanket 1% position:

Residential - - - -
Blanket 2" position:

Residential 227 - 62,180 62,407
Total $ 32,543 $ — $ 562,356 $ 594,899
2022 Stage 1 Stage 2 Stage 3 Total
First mortgages:

Residential $ - $ - 3 6,993 $ 6,993
Second mortgages:

Residential - 4,387 32,489 36,876
Third mortgages:

Residential - - - -
Blanket 1%t position:

Residential - - - -
Blanket 2" position:

Residential 22,581 - 13,892 36,473
Total $ 22,581 $ 4387 $ 53,374 $ 80,342
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CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

Mortgage investments (continued):

The following table presents the changes to the allowance for credit losses on investments as
at October 31, 2023

Stage 1 Stage 2 Stage 3 Total

Balance at November 1, 2022 $ 22,581 $ 4387 $ 53,374 $ 80,342
Transfer to (from):

Stage 1 9,962 - - 9,962

Stage 2 - (4,387) - (4,387)

Stage 3 - - 508,982 508,982

Balance at October 31, 2023 $ 32,543 $ — $ 562,356 $ 594,899

A majority of the mortgages contain a prepayment option, whereby the borrower may repay the
principal at any time prior to maturity with a pre-payment penalty of three months of interest on
the outstanding balance.

The Corporation also assessed for impairment to identify potential future losses on a collective
basis by grouping the mortgage investments with similar risk characteristics, to determine
whether a collective allowance should be recorded due to loss events for which there is
objective evidence but whose effects are not yet evident. Based on the amounts determined by
the analysis, the Corporation used judgment to determine whether or not the actual future
losses are expected to be greater or less than the amounts calculated. As at October 31, 2023,
the Corporation has recognized a total allowance for credit loss of $594,899 (2022 - $80,342).

During the year, the Corporation recorded $400,620 (2022 - nil) in losses incurred on certain
mortgages upon discharge.
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CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

5. Common shares:

The Corporation has been authorized to issue unlimited common shares without nominal or par
value ("Common Shares").

Common Shares issued and outstanding are as follows:

2023 2022

Outstanding, beginning and end of year $ 100 $ 100

6. Preferred shares:

The Corporation has been authorized to issue unlimited preferred shares of par value $1 per
share of preferred shares (the "Preferred Shares") on a private placement basis. The Preferred
Shares are issuable, from time to time, in one or more series as determined by the Board of
Directors.

The Preferred Shares rank prior to the Common Shares of the Corporation with respect to the
payment of dividends. In the distribution of assets in the event of liquidation, dissolution or
winding-up of the Corporation, the preferred shareholders shall be entitled to receive from the
assets and property of the Corporation, for each preferred share held, the sum of $1 together
with all declared and unpaid dividends. Preferred shareholders shall not be entitled to share in
any further distribution of the property of the Corporation.

(a) Series A Preferred Shares:

The Corporation has issued Series A Preferred Shares in a private placement arrangement
at a price of $1 per share as noted in the offering memorandum dated July 2020 and
amended and restated on March 31, 2022 and February 28, 2023. Each holder of Series A
Preferred Shares is entitled to receive dividends if, as and when declared entirely at the
discretion of the Board of Directors in such amounts, and payable in such manner, as the
Board of Directors may from time to time determine.
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CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

6.

Preferred shares (continued):

(b)

(©)

The Class A preferred shares are redeemable at the option of the holder at a price of $1
per share, provided that the minimum 12 months holding period has been met and the total
of redemption in the same calendar quarter does not exceed 10% of the total preferred
shares outstanding. The aggregate redemption amount is $3,880,264 (2022 -
$48,797,906).

Series F Preferred Shares:

The Corporation has issued Series F Preferred Shares in a private placement arrangement
at a price of $1 per share as noted in the offering memorandum dated July 2020 and
amended and restated on March 31, 2022 and February 28, 2023. Each holder of Series F
Preferred Shares is entitled to receive dividends if, as and when declared entirely at the
discretion of the Board of Directors in such amounts, and payable in such manner, as the
Board of Directors may from time to time determine.

The Class F preferred shares are redeemable at the option of the holder at a price of $1
per share, provided that the minimum 12 months holding period has been met and the total
of redemption in the same calendar quarter does not exceed 10% of the total preferred
shares outstanding. The aggregate redemption amount is $94,012,724 (2022 -
$9,329,477).

Redemption at option of Corporation:

The Corporation may, upon giving notice, redeem the whole or any part of the Series A and
Series F Preferred Shares then outstanding on payment for each such share to be
redeemed of an amount equal to: (i) $1 per share; plus (ii) all declared and unpaid
dividends on a share accrued up to the date fixed for redemption. Notice of such a
redemption must be given by the Corporation to each person whose shares are to be
redeemed at least 21 days before the date specified for redemption.
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CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

6.

Preferred shares (continued):

(d)

()

(f)

Redemption at option of holder:

A registered holder of the Series A or Series F Preferred Shares is entitled to require the
Corporation to redeem all or any of its Series A or F Preferred Shares by filing a
redemption request notice. A redemption request notice must be received by the
Corporation at least 90 days prior to the redemption date.

The redemption amount will equal to: (i) $1 per share; plus (ii) all declared and unpaid
dividends on a share accrued up to the date fixed for redemption.

Suspension of redemption right:

The Corporation may, in whole or in part, suspend or postpone, or continue a suspension
or postponement of, the right to redeem any preferred shares for any reason or cause in its
sole discretion.

Dividends to preferred shareholders:

Holders of the Preferred Shares are entitled to receive non-cumulative dividends, in any
form or amount, as and when declared from time to time by the directors of the
Corporation, acting in their sole discretion, out of the moneys of the Corporation properly
applicable to the payment of dividends.

The Corporation intends to calculate and declare dividends on a monthly basis on the last
business day of each month (or as otherwise declared by the Corporation) and to pay such
dividends generally within 15 days after the end of each month and in any event within 90
days of its year end. The payment of dividends is subject to the discretion of the Board of
Directors to establish working capital and other reserves for the Corporation and to comply
with the Articles and applicable laws.

During the year ended October 31, 2023, the Corporation declared dividends of $8,004,535
(2022 - $4,400,048) for Series A and Series F Preferred Shares.
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CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

6.

Preferred shares (continued):

(9)

(h)

Dividend reinvestment plan:

The Corporation has adopted a dividend reinvestment plan ("DRIP") which provides the
investors with the opportunity to reinvest their interest distribution, on each distribution
payment date, for additional preferred shares rather than cash. During the year, a total of
$2,971,962 (2022 - $1,342,091) in dividends has been reinvested under the DRIP.

Share exchange:
During the year, registered holders of Class A Preferred Shares have exchanged their

shares to Class F Preferred Shares on a one-for-one basis under the same terms and
conditions.

Related party transactions:

(@)

Management and performance fees:
The Manager serves as the investment manager for the Corporation.

The Manager is responsible for the day-to-day operations of the Corporation, including
administration of the Corporation's mortgage investments. The Corporation has entered
into a management agreement with the Manager. Under the management agreement, the
Corporation shall pay to the Manager, a management fee equal to 1% per annum, plus
harmonized sales tax, of the aggregate face value of all assets invested in mortgage by the
Corporation, calculated and paid monthly. For the year ended October 31, 2023, the
Corporation incurred management fees of $762,011 (2022 - $415,172).

Under the management agreement, the Corporation shall pay to the Manager an annual
performance fee equal to an amount not to exceed 20% of the net yield over and above 9%
per annum generated from all investments to be calculated at the end of the fiscal year.
For the year ended October 31, 2023, the Corporation incurred performance fees of
$257,287 (2022 - nil). In support of the financial performance of the Corporation, the
Manager, in its sole discretion, agreed to waive the performance fee for the last two months
of the year ended October 31, 2023.
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CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

7.

Related party transactions (continued):

(b)

()

As at October 31, 2023, accounts payable includes management fees payable to the
Manager of nil (2022 - $175,733) and performance fees payable to the Manager of nil

(2022 - $47,446).

Amounts due from related companies:

2023 2022

Amounts due from CMI Balanced Fund,

a company related by virtue of

common management $ 1,986,803 $ 4,733,099
Amounts due from CMI Mortgage Investments Inc.,

a company related by virtue of

common management 1,978,083 524,814
Amounts due from CSI Mortgage Services Inc. 34,010 9,238
Amounts due from CMI Prime 749,875 -
Amounts due from CMI ALT 899 -
Total $ 4,749,670 $ 5,267,151

Amounts due from related companies at October 31, 2023 relate to transfers of mortgages
from the Corporation to the CMI Balanced Fund as well as switches by investors of
investments in preferred shares of the CMI Balanced Fund into investment in preferred
shares in the Corporation.

Participation fees:

CMI Mortgage Investments Inc. reimbursed the Corporation $1,503,269 in fees for the year
ended October 31, 2023 (2022 — $526,759). The reimbursement by CMI Mortgage
Investments Inc, in its sole discretion, is not subject to clawback and is generally based on
a percentage of interest on mortgages originated, expected credit losses, as well as lender
fees earned by CMI Mortgage Investments Inc. on mortgages originated for the
Corporation. CMI Mortgage Investments Inc. earns origination fees payable by the
borrower on loans originated on behalf of the Corporation of between 2% and 3% of the
principal balance.

25



CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

7.

Related party transactions (continued):

The determination of the participation fees charged by the Corporation is at the discretion
of the Manager and it is the intent of the Manager to settle the receivable due to the
Corporation within 24 months.

As at October 31, 2023, amounts due from related parties include fees receivable from CMI
Mortgage Investments Inc. of $1,978,083 (2022 - $548,142).

Fair value:

The fair values of interest and fees receivable, other assets, amounts due from related
companies, accounts payable and accrued liabilities, and management and performance fees
payable, approximate their carrying values due to their short-term maturities.

The fair value of the mortgage investment portfolio approximates its carrying value as the
majority of the loans are repayable in full at any time with applicable penalties, and have short-
term interest rates. There is no quoted price in an active market for the mortgage investments.
The Corporation makes its determinations of fair value based on its assessment of the current
lending market for mortgage of same or similar terms. As a result, the fair values of mortgage
investments are classified as Level 3 fair value.

Capital risk management:

The Corporation manages its capital structure in order to support ongoing operations while
focusing on its primary objectives of preserving shareholder capital and generating a stable
monthly cash dividend to shareholders. The Corporation defines its capital structure to include
Common Shares and Preferred Shares net of cash and cash equivalents.

The Corporation reviews its capital structure on an ongoing basis and adjusts its capital
structure in response to mortgage investment opportunities, the availability of capital and

anticipated changes in general economic conditions.

The Corporation's investment restrictions and asset allocation model incorporate various
restrictions and investment parameters to manage the risk profile of the mortgage investments.
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CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

10.

Risk management:

The Corporation is exposed to the symptoms and effects of Canadian economic conditions and
other factors that could adversely affect its business, financial condition and operating results.
Many of these risk factors are beyond the Corporation's direct control. The Manager and Board
of Directors play an active role in monitoring the Corporation's key risks and in determining the
policies that are best suited to manage these risks.

The Corporation's business activities, including its use of financial instruments, exposes the
Corporation to various risks, the most significant of which are interest rate risk, credit risk and
liquidity risk.

(@)

(b)

Interest rate risk:

Interest rate risk is the risk that the fair value or future cash flows of financial assets or
financial liabilities will fluctuate because of changes in market interest rates. As at
October 31, 2023 and 2022, no mortgage investments bear interest at variable rates.

The Corporation's other assets and liabilities, which include interest and fees receivable,
amounts due from related companies, and accounts payable and accrued liabilities have
no exposure to interest rate risk due to their short-term nature. Cash and cash equivalents,
carry a variable rate of interest and are subject to minimal interest rate risk.

Credit risk:

Credit risk is the possibility that a borrower may be unable to honour its debt commitments
as a result of a negative change in market conditions that could result in a loss to the
Corporation.

The Corporation mitigates this risk by the following:

() adhering to the investment restrictions and operating policies included in the

underwriting policies and procedures manual (subject to certain duly approved
exceptions);
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CMI HIGH YIELD OPPORTUNITY FUND CORP.

Notes to Financial Statements (continued)
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Year ended October 31, 2023

10.

Risk management (continued):

(©)

(i) all mortgage investments are approved by the investment committee before funding;
and

(i) actively monitoring the mortgage investments and initiating recovery procedures, in a
timely manner, where required.

The maximum exposure to credit risk at October 31, 2023 is the carrying values of its net
mortgage investments including interest receivable, amounting to $93,541,692 (2022 -
$51,860,100).

The Corporation has recourse under these mortgage investments in the event of default by
the borrower; in which case, the Corporation would have a claim against the underlying
collateral.

As at October 31, 2023, there are 13 mortgages (2022 - 8) investments totalling
$4,476,084 (2022 - $2,530,338), including interest and fees receivable on these totalling
$317,216 (2022 - $77,083) that are past due for 90 days but not considered impaired. The
Corporation has reviewed these loans and determined an ECL is not required given the
value of the underlying collateral.

Liquidity risk:

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations
associated with financial liabilities. The Company is exposed to this risk mainly in respect
of its redeemable preferred shares.

In addition, the Corporation restricts the amount redeemable in respect of the total
preferred shares outstanding to a maximum of 10% in the same calendar quarter, subject
to a minimum 12 month holding period. Refer to note 6 for further information regarding
the Corporation's redeemable preferred shares.
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Notes to Financial Statements (continued)
(In Canadian dollars)

Year ended October 31, 2023

11. Commitments and contingencies:
In the ordinary course of business activities, the Corporation may be contingently liable for

litigation and claims arising from investing in mortgages. Where required, management records
adequate provisions in the accounts.

12. Subsequent events:
Subsequent to year end 2023, the Corporation declared and paid monthly dividends of $0.009

per share to shareholders of record as at November 15, 2023, December 15, 2023, January 15,
2024, and February 15, 2024.
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