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Management’s
Report
The accompanying consolidated financial statements are the responsibility of the management of Emergia Inc. (″Emergia″) 
and have been prepared in accordance with International Financial Reporting Standards as issued by the International 
Accounting Standards Board and where appropriate, include amounts which are based on judgments, estimates and 
assumptions of management. Management has determined such amounts on a reasonable basis in order to ensure that 
the financial statements are presented fairly in all material respects. 

Management has developed and maintains a system of accounting and reporting which provides for the necessary 
internal controls to ensure that transactions are properly authorized and recorded, assets are safeguarded against 
unauthorized use or disposition, and liabilities are recognized.

The Board of Directors of Emergia (the ″Board″) is responsible for ensuring that management fulfills its responsibility for 
financial reporting and is ultimately responsible for reviewing and approving the consolidated financial statements. The 
Board carries out this responsibility principally through its Audit Committee (the ″Committee″). The Committee reviews the 
consolidated financial statements with management and the independent auditors. The Committee reports its findings to 
the Board, which approves the consolidated financial statements before they are submitted to the shareholders of Emergia.

Raymond Chabot Grant Thornton LLP (the "Auditors"), the independent auditors of Emergia, have audited the consolidated 
financial statements of Emergia in accordance with Canadian generally accepted auditing standards to enable them to 
express to the shareholders their opinion on the consolidated financial statements. The Auditors have direct and full 
access to, and meet periodically with the Committee, both with and without management present. 
 

HENRI PETIT 
Chairman, President and CEO

RATHA SIV, CPA auditor, CMA
Chief financial officer
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Independent
Auditor’s Report
To the Shareholders of
Emergia Inc.

Opinion

We have audited the consolidated financial statements of Emergia Inc. (hereafter "the Company"), which comprise the 
consolidated statements of financial position as at December 31, 2021 and 2020, and the consolidated statements of 
comprehensive income (loss), the consolidated statements of shareholders' equity and the consolidated statements of 
cash flows for the years then ended, and notes to consolidated financial statements, including a summary of significant 
accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the financial 
position of the Company as at December 31, 2021 and 2020, and its financial performance and its cash flows for the years 
then ended, in accordance with International Financial Reporting Standards (IFRS).

Basis for opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under 
those standards are further described in the "Auditor’s responsibilities for the audit of the consolidated financial statements" 
section of our report. We are independent of the Company in accordance with the ethical requirements that are relevant 
to our audit of the consolidated financial statements in Canada, and we have fulfilled our other ethical responsibilities in 
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate 
to provide a basis for our opinion.

Material uncertainty related to going concern

We draw attention to Note 1 to the consolidated financial statements, which indicates the existence of a material 
uncertainty that may cast significant doubt about the Company’s ability to continue as a going concern. Our opinion is not 
modified in respect of this matter.

Information other than the consolidated financial statements and the auditor’s report thereon

Management is responsible for the other information. The other information comprises the information, other than the 
consolidated financial statements and our auditor’s report thereon, included in Management's Discussion and Analysis.

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

We obtained Management's Discussion and Analysis prior to the date of this auditor’s report. If, based on the work we 
have performed on this other information, we conclude that there is a material misstatement of this other information, we 
are required to report that fact in this auditor’s report. We have nothing to report in this regard.
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Responsibilities of management and those charged with governance for the consolidated financial statements

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

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

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 these consolidated 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 consolidated financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal control;

» Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
Company’s internal control;

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 
related disclosures made by management;

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

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

» Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities 
within the group to express an opinion on the consolidated financial statements. We are responsible for the direction, 
supervision and performance of the group audit. We remain solely responsible for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned scope and timing 
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during  
our audit.

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

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

Montréal
May 6, 2022

1 CPA auditor, CA public accountancy permit no. A121855

1
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Consolidated Statements of
Financial Position

Notes 2021 2020
Assets $ $

Current assets
Cash  437,936                    81,861    
Receivables and other receivables 11 2,989,083    189,795
Prepaids and deposits 10       1,789,125    1,913,545
Properties held for sale 6, 7 1,800,000 -
Total current assets  7,016,144           2,185,201    

Non-current assets
Other receivables 11 - 2,679,378
Investment properties 6 119,325,000 49,489,051
Land held for development - 18,115,163
Investment in a joint venture 8      3,306,460    2,664,527    
Investment in an associate 6, 8 1,650,000 1,650,000
Investment in a private company 5g - 250,000
Property and equipment        2,500                      2,500    
Total non-current assets  124,283,960          74,850,619    

Total assets  131,300,104          77,035,820        

Liabilities

Current liabilities
Trade and other payables 12     5,951,958               6,563,159    
Income tax payable 17          307,732                    43,866    
Current portion of convertible debentures 13      2,247,304                  778,033    
Current portion of bank mortgages 14              3,005,653                  144,693    
Current portion of long-term debt 15     2,443,811    25,853,778
Total current liabilities    13,956,458             33,383,529        

Non-current liabilities
Convertible debentures 13     14,341,023               4,331,070    
Bank mortgages 14                              -               4,573,003    
Long-term debt 15     28,733,324               7,133,940   
Deferred income tax liabilities 17      4,995,129                      375,000    
Total non-current liabilities   48,069,476                 16,413,013    

Total liabilities   62,025,934            49,796,542    

Shareholders’ equity 
Share capital 18    80,848,486             73,153,673    
Warrants 19       6,327,418               6,113,827    
Contributed surplus 13 1,744,157                  264,819    
Deficit (19,645,891)        (52,293,041)
Total shareholders' equity  69,274,170          27,239,278    

Total liabilities and shareholders' equity  131,300,104          77,035,820    

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

On behalf of the Board of Directors: (signed) Joseph Gianci, Director (signed) François Castonguay, Director

As at December 31, 2021 and 2020 (in 
Canadian dollars)
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Consolidated Statements of
Comprehensive Income (Loss)
For the years ended December 31, 2021 and 2020
(in Canadian dollars except for share amounts)

Notes 2021 2020
$ $

Revenue 9     555,337             2,732,745    
Operating expense  201,259             1,509,007    
Operating income  354,078  1,223,738

Administrative expenses 23  2,171,779                 2,387,720    
Bad debt - 368,229
Financing costs 23  2,748,332                 4,882,170    
Decrease in fair value of properties held for sale - 500,000
Loss on sale of properties held for sale - 22,000
Decrease (increase) in fair value of investment properties 6 (41,229,764)          2,383,001    
Gain on disposal of a subsidiary - (442,228)
Loss on disposal of an investment 5g 250,000 -
Depreciation of property and equipment - 1,739
Share of net income from joint venture 8 (641,933)                     (12,946)    
Loss on settlement of other current liabilities - 2,314,082
Loss on settlement of current and non-current liabilities 18 75,912                       11,743,740
Loss (gain) on settlement of long-term debt 5f (18,025) 4,225,027
Income (Loss) before income taxes  36,997,777        (27,148,796)   
Income taxes 17 4,350,627  43,866 

Net income (loss) and comprehensive income (loss) for the year 32,647,150        (27,192,662)   

Basic and diluted net income (loss) per outstanding common share 20
- Basic                  1.10                    (1.43)   
- Diluted 0.80                  (1.43)   

Weighted average number of outstanding common shares 20
- Basic        29,714,699           18,981,561    
- Diluted 42,689,680 18,981,561

The notes are an integral part of these consolidated financial statements.
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Consolidated Statements of
Shareholders’ Equity
For the years ended December 31, 2021 and 2020
(in Canadian dollars except for share amounts)

Share capital

Number of 
shares Amount Warrants Contributed 

Surplus
Retained 
Earnings 
(Deficit)

Total Equity

# $ $ $ $ $

Balance on December 31, 2020 24,350,265    73,153,673    6,113,827    264,819    (52,293,041)       27,239,278    

- -        1,009,441    

Settlement of current and non-current 
liabilities 1,209,029     944,585    64,856    - -        1,785,461    

Issued under a private placement 2,142,867    1,636,726    148,735    - -           313,502    

Issued for consultation services 401,924    313,502    - - -

Issuance of convertible debentures, net of 
taxes

- - - 1,479,338   - 1,479,338   

Issued for an acquisition 4,800,000 4,800,000 - - 4,800,000

Net income and comprehensive income -    -    -    - 32,647,150  32,647,150

Balance on December 31, 2021 32,904,085    80,848,486    6,327,418    1,744,157   (19,645,891) 69,274,170

Balance on December 31, 2019      14,619,107    60,216,541    5,069    -    (25,100,379)   35,121,231    

Settlement of current and non-current 
liabilities        9,384,492    12,668,282    6,113,827    -    -    18,782,109    

Issued under a private placement           266,666    200,000    -    -    -    200,000    

Issued for consultation services 40,000    29,850    -    -    -    29,850    

Issuance of a convertible debenture                        -    -    -    259,750    -    259,750    

Issued as interest on debentures 40,000    39,000    -    -    -    39,000    

Warrants expiration - - (5,069) 5,069 - -

Net loss and comprehensive loss                        -    -    -    -    (27,192,662)   (27,192,662)

Balance on December 31, 2020 24,350,265   73,153,673    6,113,827    264,819    (52,293,041)   27,239,278    

The notes are an integral part of these consolidated financial statements.
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Consolidated Statements of
Cash Flows
For the years ended December 31, 2021 and 2020
(in Canadian dollars)

Notes 2021 2020
Operating activities $ $

Net Income (Loss) 32,647,150                       (27,192,662)   
Adjustments for
Consulting services paid in shares 18 313,502                 29,850    
Amortization of transaction costs on convertible debentures 16 24,436 -
Non-cash interest expense 16 1,138,017 211,191
Gain on disposal of a subsidiary                           -                 (442,228)    
Decrease in fair value of properties held for sale - 500,000
Bad debt - 250,000
Loss on sale of properties held for sale - 22,000
Depreciation of property and equipment - 1,739
Decrease (Increase) in fair value of investment properties 5c, 6 (41,229,764)           2,383,001    
Share of net income from joint venture 8           (641,933) (12,946)                            
Loss on disposal of an investment 5g 250,000 -
Loss on settlement of current and non-current liabilities 18 75,912 11,743,740
Loss on settlement of current liabilities - 2,314,082
Loss (Gain) on settlement of long-term debt 5f                 (18,025)    4,225,027        
Deferred income tax expense 17 4,086,761 -        

        (3,353,944)            (5,967,206)   
Changes in working capital items 22            487,322          4,828,131   
Cash flows from operating activities         (2,866,622)           (1,139,075)   

Investing activities

Proceeds on disposal of Investment properties 6 1,380,000              -    
Proceeds on disposal of properties held for sale                           -                 465,000    
Additions to investment properties 5d, 6 (10,112,539)                                -    
Cash flows from investing activities  (8,732,539)          465,000    

Financing activities

Credit line                           -             (3,950,000)   
Issuance of units and warrants 18          1,636,726           200,000    
Convertible debentures 16        13,260,000              4,520,000    
Repayment of convertible debentures 16 (933,491)             (100,000)   
Bank mortgages                           -    29,618                            
Repayment of bank mortgages 16              (97,668)           (832,727)   
Long-term debt 16 1,350,000              3,106,378        
Repayment of long-term debt 16 (3,260,331)        (2,173,650)      
Cash flows from financing activities 11,955,236         799,619    

Net change in cash             356,075                 125,544    
Cash (bank overdraft), beginning of year                81,861                  (43,683)   
Cash, end of year              437,936                  81,861    

The notes are an integral part of these consolidated financial statements.
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Notes to the Consolidated 
Financial Statements

NOTE 1. INFORMATION ON THE CORPORATION AND GOING CONCERN

Emergia Inc. together with its subsidiaries (collectively referred to as "Emergia" or the "Corporation") operates in the 
development, acquisition, and management of multi-purpose real-estate properties, including retail, multi-residential, 
office and industrial buildings as well as land for future development and excess land. As at December 31, 2021, the 
Corporation holds income producing properties, properties under development and properties held for sale.

The Corporation was incorporated on April 7, 2014 under the laws of the province of British Columbia, and is governed, 
since January 19, 2018, by the Canada Business Corporations Act. The Corporation is publicly listed on the Canadian 
Securities Exchange ("CSE") and its ticker symbol is "EMER". The principal address and records office of the Corporation 
are located at 402 – 185 Avenue Dorval, Dorval, Quebec, Canada H9S 5J9. 

In the preparation of the consolidated financial statements, management is required to identify when events or conditions 
indicate that there is material uncertainty related to such events or conditions that may cast significant doubt on the 
Corporation’s ability to continue as a going concern. Significant doubt about the Corporation’s ability to continue as a going 
concern would exist when relevant conditions and events, considered in the aggregate, indicate that the Corporation will 
not be able to meet its obligations as they become due for the period of at least, but not limited to, twelve months from the 
end of the reporting period. When the Corporation identifies conditions or events that raise potential for significant doubt 
about its ability to continue as a going concern, the Corporation considers whether its plans that are intended to mitigate 
those relevant conditions or events will alleviate the potential significant doubt.

These consolidated financial statements have been prepared on a going concern basis, which presumes that the 
Corporation will continue its operations for the foreseeable future and will be able to realize its assets and discharge its 
liabilities in the normal course of its operations. The Corporation’s ability to continue as a going concern is dependent 
upon its ability to raise sufficient equity or other forms of financing and pay or refinance its debts as they come due and 
to execute its contemplated business plan and ultimately achieve profitable operations. As at December 31, 2021, the 
Corporation has improved its consolidated statements of financial position with its achievements in 2021, as described 
further below. The Corporation continues to take actions to strengthen its financial position, with concrete transactions 
executed as of the date of these consolidated financial statements, including debt and equity financing, debt conversion 
and acquisition of an interest in a portfolio of income producing properties (refer to Note 29 -Subsequent Events). The 
consolidated statements of comprehensive income (loss) have also improved, with a net income of $32,647,150 for the 
year ended December 31, 2021, compared to a net loss of $27,192,662 for the year ended December 31, 2020.

The Corporation’s conclusions about its ability to continue as a going concern for the next twelve months involves significant 
judgment and is dependent on the Corporation’s ability to successfully sell the properties held for sale in accordance with 
its plan or obtain additional debt or equity funding or manage its discretionary spending to maintain sufficient cash flows 
from operations. Management believes that it has the ability to realize all of the afore-indicated actions in accordance to 
its plan. There is no guarantee that the Corporation will succeed in the selling of assets or obtaining additional debt or 
equity financing or be able to alter the future cash flow forecast. However, with the Corporation’s success in 2020 and in 
2021 to obtain equity financing, to dispose of assets, to significantly reduce its short-term debt, to renegotiate the terms 
and conditions of its senior debts, including the maturity date of the debt relating to the Bromont property to June 2023 
and the discussions underway to refinance the said debt before the end of its term, and with the Corporation’s success 
since the beginning of 2022 (refer to Note 29 -Subsequent Events), Emergia has proven its ability to meet its obligations 
as they become due. After considering its plans to mitigate the going concern risk, management has concluded that it has 

As at December 31, 2021 and December 31, 2020
(in Canadian dollars except share amounts)
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been able to reduce certain material uncertainties related to events or conditions that may cast significant doubt upon 
the Corporation’s ability to continue as a going concern and is continuing to execute on its business plans to ultimately 
achieve profitable operations. 

These consolidated financial statements do not include any adjustments relating to the recoverability and classification 
of recorded assets and classification of liabilities that might be necessary should the Corporation’s going concern 
assumption not be appropriate. While management has been successful in obtaining sufficient funding for its operating 
and capital requirements in the past, there is no assurance that additional funding will be available to the Corporation, 
when required, or on terms which are acceptable to management including any financing currently being negotiated.

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES

A. Statement of Compliance 

The consolidated financial statements of the Corporation for the years ended December 31, 2021, and 2020, are prepared 
in accordance with International Financial Reporting Standards ("IFRS"). The policies set out below were consistently 
applied to all the years presented unless otherwise noted. 

The preparation of financial statements in accordance with IFRS requires the use of certain critical accounting judgments, 
estimates and assumptions that affect the amounts reported. The Corporation’s basis for applying judgments, estimates 
and assumptions to its accounting policies are described in Note 3 - Critical Accounting Estimates, Assumptions and 
Judgments below.

These consolidated financial statements were approved and authorized for issuance by the Corporation’s Board of 
Directors on May 6, 2022. 

B. Basis of Presentation

The consolidated financial statements have been prepared on a historical cost basis except for Investment properties 
(Note 6) and Properties held for sale (Note 7) which are measured at fair value. The consolidated financial statements are 
presented in Canadian dollars, which is the Corporation’s functional currency.   

C. Basis of Consolidation

The Corporation’s consolidated financial statements consolidate those of Emergia Inc. and all its subsidiaries as of 
December 31, 2021. All subsidiaries have a reporting date of December 31 and are wholly owned. All transactions and 
balances between the entities are eliminated on consolidation, including unrealized gains and losses on transactions 
between companies. Where unrealized losses on intra-group asset sales are reversed on consolidation, the underlying 
asset is also tested for impairment from a group perspective. Amounts reported in the financial statements of subsidiaries 
have been adjusted where necessary to ensure consistency with the accounting policies adopted by the Corporation. As 
indicated in Note 2H - Interest in Joint Arrangements and in Note 2I - Interest in Associates, the investment in the joint 
venture and the investment in an associate are excluded from the consolidation.

Profit or loss and other comprehensive income of subsidiaries acquired or disposed of during the year are recognized 
from the effective date of acquisition, or up to the effective date of disposal, as applicable.
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D. Investment Properties

Investment properties consist of income producing properties held to earn rental income, and properties under 
development (including excess land), being constructed or developed for future use to earn rental income or for capital 
appreciation or both. 

Investment properties are measured initially at cost. Cost includes all amounts relating to the acquisition (including 
any costs directly attributable to bringing the assets to the location and condition necessary for them to be capable of 
operating in the manner intended by management and excluding transaction costs related to a business combination) 
and improvement of the properties. All costs associated with upgrading and extending the economic life of the existing 
facilities, other than ordinary repairs and maintenance, are capitalized to investment property. Included in these costs are 
internal amounts that are directly attributable to a specific investment property which are capitalized to the extent that 
they upgrade or extend of the economic life of the asset.

Subsequent to initial recognition, investment properties are recorded at fair value, in accordance with International 
Accounting Standard 40, "Investment Properties" ("IAS 40"). Fair value is determined based on a combination of internal 
and external processes and valuation techniques, as discussed in Note 6 - Investment Properties. Gains and losses 
arising from differences between current period fair value and the sum of previously measured fair value and capitalized 
costs as described above are recorded in profit or loss in the consolidated statements of comprehensive income (loss) 
in the period in which they arise.

Investment properties are reclassified to "Properties Held for Sale" when the criteria set out in IFRS 5 – Non-Current 
Assets Held for Sale and Discontinued Operations ("IFRS 5") are met (refer to Note 2F - Properties Held for Sale).

An investment property is derecognized upon disposal or when the investment property is permanently withdrawn from 
use and no future economic benefits are expected from the disposal.

Excess land represents land owned by the Corporation located contiguous to land included as investment property. The 
Corporation has the ability to develop additional income producing properties on this excess land or sell it separately from 
the investment property at a later date. Excess land is held for capital appreciation, and therefore, is treated as investment 
property and recorded in accordance with IAS 40 as outlined above. When determining the fair value of a project with 
excess land, the capitalization rate used in determining the value is adjusted accordingly.

The material subsidiaries as at December 31, 2021 were:

 2021 2020

Emergia Real Estate Quebec Inc. 100% 100%

Bromont I Limited Partnership 100% 100%

9216-3583 Québec Inc. 100% 100%

9335-5709 Québec Inc. 100% 100%

Emergia Pure Bromont Inc. 100% 100%

Emergia Real Estate Inc. 100% 100%

Aux 22 Sentiers Inc. 100% 100%

GHP Real Estate Corporation Inc. 100% 100%

Emergia Asset Management Quebec Inc. 100% 100%

Emergia Canada Inc. 100% 0%

Emergia Real Estate Ontario Inc. 100% 0%

Lupa Investments Inc. 100% 100%

NTA Development Corporation 100% 0%
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Income Producing Properties

Investment properties that are income producing are appraised primarily based on an income approach that reflects 
stabilized cash flows or net operating income from existing tenants with the property in its existing state, since purchasers 
typically focus on expected income. Internal valuations are conducted using and placing reliance on both the direct 
capitalization method and the discounted cash flow method (including the estimated proceeds from a potential future 
disposition).

Additions to income producing properties are expenditures incurred for the expansion and/or redevelopment of existing 
income producing properties that result in additional gross leasable area and are considered revenue producing capital 
expenditures. Extending and improving the productive capacity of leasable area of existing income producing properties 
owned by the Corporation requires significant on-going capital expenditures. The Corporation considers its operating 
capital expenditures to be the following:

» Property capital: Major expenditures such as parking lot resurfacing and roof replacements which are significant 
items of improvement incurred pursuant to a capital plan are capitalized and recoverable from tenants under the 
terms of their leases over the useful life of the improvements. All other repair and maintenance costs are expensed 
when incurred.

» Direct leasing costs: These include direct third-party brokerage fees incurred in the successful negotiation  
of a lease.

» Tenant improvement allowances: Amounts expended to meet the Corporation’s lease obligations are characterized 
as either tenant improvements, which are owned by the Corporation, or tenant inducements. An expenditure is 
determined to be a tenant improvement when it primarily benefits and/or is owned by the Corporation. In such 
circumstances, the Corporation is considered to have acquired an asset which is recorded as an addition to income 
producing properties. Tenant inducements are amortized on a straight-line basis over the term of the lease.

Properties Under Development

Properties undergoing development, redevelopment or expansion are valued either (i) using the discounted cash flow 
method, with a deduction for costs to complete the project, or (ii) at cost, when cost approximates fair value. Stabilized 
capitalization rates, discount rates and terminal capitalization rates, as applicable, are adjusted to reflect lease-up 
assumptions and construction risk, when appropriate. Adjacent land parcels held for future development are valued 
based on comparable sales of commercial land. 

The primary method of appraisal for development land is the comparable sales approach, which considers recent sales 
activity for similar land parcels in the same or similar markets to estimate a value on either a per acre (or, as the case 
may be, on a per square foot or square meter) basis or on a basis of per square foot buildable. Such values are applied to 
Emergia’s properties after adjusting for factors specific to the site, including its location, zoning, servicing and configuration. 

The cost of development properties includes direct development costs, construction costs, realty taxes and borrowing 
costs attributable to the development.

Capitalization of borrowing costs and all other costs commences when the activities necessary to prepare an asset 
for development or redevelopment begin and continue until the date that construction is complete and all necessary 
occupancy and related permits have been received, whether the space is leased or not. If the Corporation is required, 
as a condition of a lease, to construct tenant improvements that enhance the value of the property, then capitalization 
of costs continues until such improvements are completed. Capitalization ceases if there are prolonged periods when 
development activity is interrupted. 

As required by IFRS in determining investment property fair value, the Corporation makes no adjustments for portfolio 
premiums and discounts, nor for any value attributable to the Corporation’s management platform.
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Properties under development are transferred to income producing properties at their fair value upon practical completion. 
The Corporation considers practical completion to have occurred when the property is capable of operating in the manner 
intended by management.

In some circumstances, a property under development may be reclassified and transferred to properties held for sale if 
the intended use of the property has changed and if the criteria set out in IFRS 5 are met (refer to Note 2F - Properties Held 
for Sale). Appropriate evidence of a change in use is established by management, upon a certain advancement stage and 
available for sale in the ordinary course of the business.

E. Land held for development 

In 2020, properties under development, now classified as investment properties, were classified as "Land held for 
development". "Land held for development" was accounted at acquisition cost, including transactions costs, and was 
valued at the lower of cost or net realizable value. Cost included the costs directly attributable to the development 
properties, including direct development costs, realty taxes and borrowing costs that were added to the value of the 
properties.

F. Properties Held for Sale

Under IFRS, a non-current asset is classified as held for sale if its carrying value will be recovered through sale rather than 
through continuing use. For this to be the case, the asset, or group of assets, must be available in its present condition 
and its sale is highly probable. For this purpose, a sale is highly probable:

a) If management is committed to a plan to achieve the sale;
b) There is an active program to find a buyer;
c) The non-current asset (or disposal group) is being actively marketed at a reasonable price;
d) The sale is anticipated to be completed within one year from the date of classification; and
e) It is unlikely there will be changes to the plan.

 
When an asset (or disposal group) is acquired with a view to resell, it is classified as a current asset (or disposal group) 
held for sale if the disposal is expected to take place within one year of the acquisition and it is highly likely that the other 
conditions referred to above will be met within the prescribed delays. Retrospective application is not required; therefore, 
comparative figures will not be adjusted to reflect properties held for sale. Upon designation as asset held for sale, the 
investment property continues to be measured at fair value and is presented separately on the consolidated statements 
of financial position.

G. Business combinations

Business combinations are accounted for using the acquisition method. The cost of a business combination is the fair 
value, at the acquisition date, of the assets transferred, liabilities incurred, and the equity instruments issued in exchange 
for the control of the acquired business. The transaction-related costs are expensed as incurred. 

Emergia accounts for investment property acquisitions in accordance with IFRS 3 – "Business Combinations" ("IFRS 3"), 
only when it considers that a business has been acquired. Under IFRS 3, a business is defined as an integrated set of 
activities and assets that could be conducted and managed for the purpose of providing a direct return to investors in 
the form of lower costs or other economic benefits. If the investment property acquisition does not correspond to the 
definition of a business, a group of assets is deemed to have been acquired. If the transaction includes goodwill, the 
acquisition is presumed to be a business. In general, when Emergia acquires a property or a portfolio without taking on the 
management personnel or acquiring an operational platform, it categorizes the acquisition as an acquisition of a group of 
assets. Judgment is therefore used by management in determining if the acquisition qualifies as a business combination 
in accordance with IFRS 3 or as an acquisition of a group of assets.

As at December 31, 2021 and December 31, 2020, the Corporation did not have any business combinations.
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H. Interest in Joint Arrangements

Joint arrangements consist of either joint ventures or joint operations arrangements. For the joint venture arrangements, 
the Corporation is entitled only to the net assets of the joint venture, using the equity method of accounting. For the joint 
operation arrangements, the Corporation is entitled to its share of the assets and liabilities and recognizes its rights to and 
obligations of the assets, liabilities, revenues, and expenses of the joint operation.

As at December 31, 2021 and December 31, 2020, the Corporation had an interest in a joint venture (refer to Note 8a), and 
did not have any joint operation arrangements. The carrying amount of the investment in the joint venture is increased or 
decreased to recognize the Corporation’s share of the profit or loss and other comprehensive income of the joint venture, 
adjusted where necessary to ensure consistency with the accounting policies of the Corporation. Unrealized gains and 
losses on transactions between the Corporation and its joint ventures, if any, are eliminated to the extent of the Corporation’s 
interest in those entities. Where unrealized losses are eliminated, the underlying asset is also tested for impairment.

I. Interest in Associates

Associates are entities over which the Corporation has significant influence but not control or joint control, generally 
accompanying an ownership of between 20% and 50% of the voting rights. However, determining significant influence is 
a matter of judgment and specific circumstances and, from time to time, the Corporation may hold an interest of less than 
20% and exert significant influence through representation on the board of directors, through direction of management 
or through contractual agreements.

Investments in associates are accounted for using the equity method, whereby the investment is initially recognized 
at cost, and the carrying amount is increased or decreased to recognize the investor’s share of the profit or loss of the 
investee. The Corporation determines at each reporting date whether there is any objective evidence that the investment 
in the associate is impaired. If this is the case, the Corporation calculates the amount of impairment as the difference 
between the recoverable amount of the associate and its carrying value, and recognizes the amount in the consolidated 
statements of comprehensive income (loss).

As at December 31, 2021 and 2020, the Corporation had an interest in an associate (refer to Note 8b).

J. Foreign currency translation

The consolidated financial statements are presented in Canadian dollars ("$"), which is also the functional currency of 
the Corporation and its subsidiaries. Foreign currency transactions are translated into the functional currency of the 
Corporation using the exchange rates prevailing at the dates of the transactions (spot exchange rate). Foreign exchange 
gains and losses resulting from the settlement of such transactions and from the remeasurement of monetary items 
denominated in foreign currency at year-end exchange rates are recognized in profit or loss.

Non-monetary items are not retranslated at year-end and are measured at historical cost (translated using the exchange 
rates at the transaction date), except for non-monetary items measured at fair value which are translated using the 
exchange rates at the date when fair value was determined.

K. Revenue Recognition

Revenue is generated from rental and service revenue from investment properties, and other revenues (including 
management fee from joint ventures and associates).

(i) Rental Revenue

Emergia has retained substantially all of the risks and benefits of ownership of its investment properties and as such 
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accounts for its leases with tenants as operating leases. Revenue recognition under a lease commences when the 
tenant has a right to use the leased asset. Generally, this occurs on lease inception date when the tenant occupies 
their leased space. Rental revenue is recognized systematically over the term of the lease, which is generally not 
more than twelve months. Any suite specific incentives offered, or initial direct costs incurred in negotiating and 
arranging an operating lease are also amortized over the term of the operating lease. Rental revenue is recorded 
based on the amount received or to be received in accordance with the operating lease.

Lease revenue earned directly from investment property is recognized and measured in accordance with IFRS 16 
- Leases ("IFRS 16"). In addition to revenue generated directly from the operating lease, rental revenue includes 
non-lease revenue earned from the tenant, which is recognized and measured under IFRS 15 – Revenue from 
Contracts with Customers ("IFRS 15"). Non-lease revenue includes parking revenue, other service revenue and fees, 
and recovery of realty taxes and certain operating costs, and lease cancellation fees. These non-lease revenues are 
recognized when earned. IFRS 15 requires revenue recognized from customer contracts (non-lease components) to 
be disclosed separately from its other sources of revenue (Note 9 - Revenues and Note 27 - Segment Information).

Rents from tenants may include free rent periods and rental increases over the term of the lease and are recognized 
in revenue on a straight-line basis over the term of the lease. Typically, in ground-up developments, when there 
are fixturing periods outside of the term of the lease, revenue is not recognized during these fixturing periods. The 
difference between revenue recognized and the cash received is included in investment properties as straight-line 
rents receivable. 

Lease incentives provided to tenants (referred to as tenant improvements) are deferred and amortized on a straight-
line basis against revenue over the term of the lease. Recoveries from tenants are recognized as revenue in the 
period in which the applicable costs are incurred. Percentage participation rents are recognized after the minimum 
sales level has been achieved with each lease, where applicable.

Lease cancellation fees are recognized as revenue once an agreement is completed with the tenant to terminate the 
lease and the collectability is reasonably assured.

(ii) Management Fees

The Corporation has an interest in investment properties through a joint venture whereby the Corporation provides 
property management services to the joint venture. The management fees are based on cost plus basis and are 
recorded as services are provided.

L. Borrowing Costs

Borrowing costs directly attributable to acquiring, developing, or constructing a qualifying investment property 
are capitalized. Capitalization commences when the activities necessary to prepare an asset for development or 
redevelopment begin, and ceases once the asset is substantially complete, or is suspended if the development of the 
asset is suspended. The amount of borrowing costs capitalized is determined first by reference to borrowings specific to 
the project, where relevant, and otherwise by applying a weighted average cost of borrowings to eligible expenditures after 
adjusting for borrowings associated with other specific developments. Where borrowings are associated with specific 
developments, the amount capitalized is the gross costs incurred on those borrowings. The capitalization of borrowing 
costs is suspended if there are prolonged periods when development activity is interrupted.

M. Cash and Cash Equivalents

Cash and cash equivalents consist of unrestricted cash on hand and balances with banks.
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Financial assets are derecognized when the rights to receive cash flows have expired or have been transferred and the 
Corporation has substantially transferred all of the risks and rewards of ownership. A financial liability is derecognized in 
the event of extinction, termination, cancellation or expiration.

Financial assets and liabilities are offset and the net balance is presented in the consolidated statements of financial 
position when there is a legally enforceable right to offset the amounts recognized and an intention either to settle on a 
net basis or to realize the asset and settle liabilities simultaneously.

The following summarizes the classification and measurement of financial assets and liabilities:

N. Financial Instruments

Recognition and measurement of financial instruments

Financial assets must be classified and measured on the basis of both the business model in which the assets are 
managed and the contractual cash flow characteristics of the asset. 

Initially, all financial assets and financial liabilities are recorded in the consolidated statements of financial position at fair 
value, adjusted for transaction costs (where applicable), and are recognized when the Corporation becomes a party to the 
contractual provisions of the instrument in question.

Financial assets subsequent to initial recognition are classified and measured based on three categories:

» Amortized cost;

» Fair value through profit or loss ("FVTPL"); 

» Fair value through other comprehensive income (″FVOCI").

Financial liabilities are classified and measured at amortized cost.

After initial recognition, the effective interest related to financial assets and liabilities measured at amortized cost and the gain 
or loss arising from the change in the fair value of financial assets or liabilities classified as FVTPL are included in net income 
(loss) for the year in which they arise. At each consolidated balance sheet date, financial assets measured at amortized cost 
or at FVOCI, except for investment in equity instruments, require an impairment analysis using the expected credit loss model 
to determine the expected credit losses using judgment determined on a probability weighting basis. All income and expenses 
relating to financial assets that are recognized in profit or loss are presented within finance costs, finance income or other 
financial items, except for impairment of trade receivables which is presented within operating expenses

Assets / Liability Classification

Financial Assets

Cash Amortized cost

Receivables and other receivables Amortized cost

Refundable deposits Amortized cost

Investment in a private company FVTPL

Financial Liabilities

Trade and other payables Amortized cost

Convertible debentures Amortized cost

Bank mortgages Amortized cost

Long-term debt Amortized cost
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Subsequent measurement of financial assets

After their initial recognition at fair value, the financial assets are not reclassified, unless the Corporation detects a change 
in the economic model that it follows for the management of financial assets and that it reassesses the classification of 
its financial assets.

Financial assets at amortized cost

Financial assets are measured at amortized cost if the assets meet the following conditions (and are not designated  
as FVTPL):

» They are held within a business model whose objective is to hold the financial assets and collect its contractual 
cash flows; 

» The contractual terms of the financial assets give rise to cash flows that are solely payments of principal and 
interest on the principal amount outstanding;

After initial recognition, these are measured at amortized cost using the effective interest method. Discounting is omitted 
where the effect of discounting is immaterial.

Financial assets at fair value through profit or loss (FVTPL)

Financial assets that are held within a different business model other than ″hold to collect″ or "hold to collect and sell″ 
are categorized at fair value through profit and loss. Further, irrespective of the business model, financial assets whose 
contractual cash flows are not solely payments of principal and interest are accounted for at FVTPL.

The category also contains an equity investment. The Corporation accounts for the investment in a private company  
at FVTPL. Assets in this category are measured at fair value with gains or losses recognized in profit or loss. The fair 
values of financial assets in this category are determined using a valuation technique where no active market exists. All 
interest-related charges are recognized in profit or loss. As of December 31, 2021, the investment in a private company 
was disposed.

Impairment of Financial Assets

For recognition of credit losses, the Corporation considers a range of information when assessing credit risk and 
measuring expected credit losses, including past events, current conditions and reasonable and supportable forecasts 
that affect the expected collectability of the future cash flows of the instrument.

In applying this forward-looking approach, a distinction is made between: 

Stage 1: Financial instruments that have not deteriorated significantly in credit quality since initial recognition or that 
have low credit risk; 

Stage 2: Financial instruments that have deteriorated significantly in credit quality since initial recognition and whose 
credit risk is not low; 

Stage 3: Covers financials assets that have objective evidence of impairment at the reporting date.

″12-month expected credit losses″ are recognized for the first category while ″lifetime expected credit losses″ are 
recognized for the second category. Measurement of the expected credit losses is determined by a probability-weighted 
estimate of credit losses over the expected life of the financial instrument.
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Subsequent measurement of Financial Liabilities

After their initial recognition at fair value, financial liabilities are measured at amortized cost, using the effective rate method.  

Transaction Costs

Transaction costs are incremental costs directly related to the acquisition of a financial asset or the issuance of a  
financial liability. 

Direct and indirect financing costs that are attributable to the issue of financial liabilities measured at amortized cost are 
presented as a reduction from the carrying amount of the related debt and are amortized using the effective interest rate 
method over the term of the related debt. These costs include interest, amortization of discounts or premiums relating to 
borrowings, fees and commissions paid to lenders, agents, brokers and advisers, that are incurred in connection with the 
arrangement of borrowings.

O. Compound Financial Instruments

Compound financial instruments issued by the Corporation comprise convertible debentures that can be converted to 
share capital or units at the option of the holder, and for which the number of shares to be issued does not vary with 
changes in their fair value.

Emergia first determines the carrying amount of the liability component by measuring the fair value of a similar liability 
(including any embedded non-equity derivative features) that does not have an associated equity component and using 
an appropriate discount rate. The carrying amount of the equity instrument represented by the option to convert the 
instrument into common shares is then determined by deducting the fair value of the financial liability from the fair value 
of the compound financial instrument as a whole. 

The liability component of a compound financial instrument is recognized initially at the fair value of a similar liability 
that does not have an equity conversion option. Transaction costs that relate to the issuance of a compound financial 
instrument are allocated to the liability and equity components of the instrument in proportion to the allocation of the 
proceeds. The residual equity component is recognized initially in the contributed surplus.

Subsequent to initial recognition, the liability component of a compound financial instrument is measured at amortized 
cost using the effective interest method. The equity component of a compound financial instrument is not remeasured. 
Classification of the liability and equity components is not subsequently revised as a result of a change in the likelihood 
that a conversion option will be exercised.

Upon conversion of the convertible debenture at maturity, Emergia derecognizes the liability component and recognizes  
it as an equity. The original equity component (contributed surplus) remains as equity and is transferred to share capital. 
If the conversion option expires, the equity component remains in the contributed surplus. 

Emergia may extinguish a convertible debenture before maturity through an early redemption or repurchase without 
any penalty. If the original conversion privileges are unchanged, the consideration paid and any related transaction are 
allocated to the liability and equity components of the instrument at the date of the transaction, using the original allocation 
method at the issuance of the instrument. Once the allocation of the consideration is made, any resulting gain or loss is 
recognized in equity through contributed surplus.

P. Share Capital, Warrants, Contributed Surplus and Deficit

Share capital represents the amount received on the issuance of shares, less issuance costs, net of any underlying income 
tax benefit from these issuance costs. Proceeds received on the issuance of units, consisting of common shares and 
share purchase warrants, are allocated to common shares and warrants using the residual method with the fair value 
attributed to the common shares based on the quoted market and the residual being allocated to the warrants.
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Warrants include the value of outstanding warrants. When warrants are exercised, the related compensation cost and 
value are transferred to share capital.

Contributed surplus includes the conversion of option of convertible debentures as well as the value of expired warrants.

Deficit includes all current and prior year earnings and losses.

Q. Share-Based Payments

Share-based payments to employees and key management personnel can be stock-options and equity settlement for 
the services provided. Stock-options share-based payments are measured at the fair value of the instruments issued and 
amortized over the vesting periods. Equity-settled shared-based payments to key management personnel are measured 
at the fair value of services received or the fair value of the equity instruments issued, if it is determined that the fair value 
of the services cannot be reliably measured and are recorded at the date the services are received.

As of December 31, 2021, while no stock-option was granted, there were equity-settled share-based payments made by 
the Corporation to settle for the services provided by some key management personnel. The Corporation applies the IFRS 
2 – Share-based payments since both parties have agreed upon to pay and to be paid either by cash or by shares. This 
share-base payment did not result in any gain or loss in the consolidated statements of comprehensive income (loss).

Equity-settled shared-based payments to non-employees are measured at the fair value of goods or services received or 
the fair value of the equity instruments issued, if it is determined the fair value of the goods or services cannot be reliably 
measured and are recorded at the date the goods or services are received. The fair value of options is determined using 
the Black-Scholes Option Pricing Model (″Black-Scholes Model″) which incorporates all market vesting conditions. The 
number of shares and options expected to vest is reviewed and adjusted at the end of each reporting period such that 
the amount recognized for services received as consideration for the equity instruments granted shall be based on the 
number of equity instruments that eventually vest.

As of December 31, 2021, there were share-based payments made by the Corporation to pay for the goods and services 
provided by creditors (non-employees). In accordance with IFRIC 19 – Extinguishing financial liabilities with equity 
instruments, The Corporation issues equity instruments to a creditor to extinguish all or part of a financial liability and 
removes a financial liability (or part of a financial liability) from its consolidated statements of financial position at the 
extinguishment date. The consideration paid is the fair value of the equity instrument issued based on the quote price at 
issuance date and the associated warrants, valued using the Black-Scholes Model. The difference between the carrying 
amount of the financial liability (or part of a financial liability) extinguished, and the consideration paid, is recognized in 
profit or loss, and is disclosed as a separate line item in the consolidated statements of comprehensive income (loss).

R. Income (Loss) per Share

The Corporation presents basic and diluted income (loss) per share data for its common shares. 

Basic income (loss) per share is calculated by dividing the income (loss) attributable to common shareholders by the 
weighted average number of common shares outstanding in each respective period. For all years presented, the income 
(loss) attributable to common shareholders equals the reported income (loss) attributable to owners of the Corporation.

Diluted income (loss) per share is calculated by dividing the earnings attributable to common shareholders by the 
weighted average number of shares outstanding including the shares that would be issued on conversion for all diltive 
potential shares into Class "A" common shares. The treasury stock method is used for stock options and warrants. Under 
the treasury stock method, the number of additional shares is calculated by assuming that outstanding stock options and 
warrants were exercised and that the proceeds from such exercises were used to repurchase shares of common stock at 
the average market price during the reporting period. 

As of December 31, 2021, the Corporation calculated the dilutive shares using the treasury stock method described above 
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whereas as at December 31, 2020, the comprehensive loss incurred by the Corporation had an anti-dilutive effect. 

S. Provisions and Contingent Liabilities

Provisions are recognized when the Corporation has a present legal obligation as a result of a past event, it is probable 
that an outflow of economic resources will be required from the Corporation and amounts can be estimated reliably. The 
timing or amount of the outflow may still be uncertain. Provisions are measured at the estimated expenditure required to 
settle the present obligation, based on the most reliable evidence available at the reporting date, including the risks and 
uncertainties associated with the present obligation. Where there are a number of similar obligations, the likelihood that 
an outflow will be required in settlement is determined by considering the class of obligations as a whole. Provisions are 
discounted to their present values, where the time value of money is material. 

No liability is recognized if an outflow of economic resources as a result of present obligations is not probable. Such 
situations are disclosed as contingent liabilities unless the outflow of resources is remote. As at December 31, 2021 and 
2020, the Corporation has no provisions. 

T. Segment Reporting

The Corporation’s operating segments are strategic business units that offer unique products and services and are reported 
with a manner consistent with the internal reporting provided to the chief operating decision maker. They are managed 
separately as each business unit requires different management skills and marketing strategies. The accounting policies 
of the segments are the same as those described in the summary of significant account policies. 

All operating segments’ operating results for which discrete financial information is available are reviewed regularly by 
the Corporation’s Chief Executive Officer to make decisions about resources to be allocated to the segment and assess 
its performance. 

Segment results that are reported to the Chief Executive Officer include items directly attributable to a segment as well 
as those that can be allocated on a reasonable basis. Unallocated items comprise mainly corporate assets (primarily the 
Corporation’s headquarters), head office expenses, and income taxes.  

U. Income Taxes

Tax expense recognized in profit or loss comprises the sum of deferred tax and current tax not recognized in other 
comprehensive income or directly in equity. Calculation of current tax is based on tax rates and tax laws that have been 
enacted or substantively enacted by the end of the reporting period. Deferred income taxes are calculated using the 
balance sheet liability method. 

Deferred tax liabilities are generally recognized in full. Deferred tax assets are recognized to the extent that it is probable 
that the underlying tax loss or deductible temporary difference will be utilized against future taxable income. This is 
assessed based on the Corporation’s forecast of future operating results, adjusted for significant non-taxable income and 
expenses and specific limits on the use of any unused tax loss or credit.

NOTE 3. CRITICAL ACCOUNTING ESTIMATES, ASSUMPTIONS AND JUDGMENTS

The preparation of the consolidated financial statements requires management to make judgments and estimates in 
applying Emergia’s accounting policies that affect the reported amounts and disclosures made in the consolidated 
financial statements and accompanying notes. 

Within the context of these consolidated financial statements, a judgment is a decision made by management in 
respect of the application of an accounting policy, a recognized or unrecognized financial statement amount and/or note 
disclosure, following an analysis of relevant information that may include estimates and assumptions. Estimates and 
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assumptions are used mainly in determining the measurement of balances recognized or disclosed in the consolidated 
financial statements and are based on a set of underlying data that may include management’s historical experience, 
knowledge of current events and conditions and other factors that are believed to be reasonable under the circumstances. 
management continually evaluates the estimates and judgments it uses. Actual results may differ from these estimates.

The following are the accounting policies subject to judgments and key sources of estimation uncertainty that the 
Corporation believes could have the most significant impact on the amounts recognized in the consolidated financial 
statements. Emergia’s significant accounting policies are disclosed in Note 2 - Significant Accounting Policies.

Going Concern

As discussed under Note 1 - Information on the Corporation and Going Concern above, these consolidated financial 
statements have been prepared under the assumptions applicable to a going concern. If the going concern assumptions 
were not appropriate for these consolidated financial statements, then adjustments would be necessary to the carrying 
values of assets and liabilities, the consolidated statements of comprehensive income (loss) and the consolidated 
statements of financial position classification used, and such adjustments could be material. The Corporation reviews 
the going concern assessment at the end of each reporting period.

Impact of COVID-19

Since March 2020, the outbreak of the novel strain of coronavirus ("COVID-19") resulted in governments enacting 
emergency measures to contain the spread of the virus. These measures, which include the implementation of travel 
bans, closure of non-essential businesses, self-imposed quarantine periods and social distancing, have caused an 
economic slowdown and material disruption to business. Governments have reacted with interventions intended to 
stabilize economic conditions.

With the increasing percentage of the population being vaccinated, provincial governments have lessened restrictions, 
which has led to a more positive outlook for future economic growth. Despite the positive impact of vaccination programs 
throughout Canada, industries, including retail and commercial real estate, continue to be affected to varying degrees by 
the pandemic. It continues to be difficult to predict the duration and impact of the pandemic, if any, on the Corporation’s 
business and operations, both in the short and long-term. Given the evolving circumstances surrounding the pandemic, 
the duration and severity of any future waves and/or viral strains, the availability and distribution of vaccines, the severity 
of its impact on the Corporation’s business, operations and financial results cannot be estimated with certainty as the 
extent of the impact will largely depend on future developments, including actions taken to contain the pandemic. Adverse 
consequences may include, but are not limited to, business continuity interruptions, disruptions and increased costs of 
development activities and property operations, unfavorable market conditions, and threats to the health and safety of 
employees, all of which may impact both the Corporation, the Corporation’s tenants and the communities in which the 
Corporation operates.

As at December 31, 2021, as the majority of its investment properties of the Corporation are under development, the 
Corporation’s results have not been significantly impacted by the spread of COVID-19. COVID-19 has however an impact on 
the timing of the development projects as the construction on such projects have been delayed from the original plan and 
on the lease-up period of certain properties that have been completed shortly before the initial COVID-19 emergence. The 
duration and impact of the COVID-19 pandemic, as well as the effectiveness of government and central bank responses, 
remains unclear at this time and could have a material impact on the Corporation’s future financial position and results of 
operations and cash flows. Emergia cannot predict the extent and severity of the economic disruption flowing from the 
global pandemic.

In the preparation of these consolidated financial statements, Emergia has incorporated the potential impact of COVID-19 
into its estimates and assumptions that affect the carrying amounts of its assets and liabilities and the reported amount of 
its results using the best available information as at December 31, 2021. Actual results could differ from those estimates. 
The estimates and assumptions that Emergia considers critical and/or could be impacted by COVID-19 include those 
underlying the valuation of investment properties and properties held for sale, including discount rates and terminal 
capitalization rates, operating assumptions and the carrying amount of its investment in an associate and joint venture.
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Investment Properties

Judgments Made in Relation to Accounting Policies Applied. Judgment is applied in determining whether certain costs 
are additions to the carrying value of investment properties, identifying the point at which substantial completion of a 
development property occurs, and identifying the attributable borrowing costs to be included in the carrying value of the 
development property. Emergia also applies judgment in determining whether the properties it acquires are considered 
to be asset acquisitions or business combinations. The Corporation considers all properties acquired in the current year 
to be asset acquisitions. 

Estimates. Investment properties are recorded at fair value at the financial statement date. Fair value is determined by 
using a combination of management’s internal measurements and valuations from independent real estate appraisers, 
performed in accordance with recognized valuation techniques, taking into consideration the location and the category 
of the investment property, as well as agreements to sell investment properties. Techniques used include the direct 
capitalized net operating income method that involves stabilized net operating income and capitalization rates, and the 
discounted cash flow method that involves estimating expected future cash flows, as well as discount and terminal 
capitalization rates. Management’s fair value internal measurements rely on internal financial information and are 
corroborated by capitalization rates obtained from independent experts. However, internal measurements and values 
obtained from independent appraisers are both subject to significant judgments, estimates and assumptions about 
market conditions at the financial statement date.

Properties Held for Sale

Judgments Made in Relation to Accounting Policies Applied. Judgment is applied in determining whether the assets are 
available for immediate sale in its present condition subject only to terms that are usual and customary for sales of such 
assets (or disposal groups) and whether its sale must be highly probable. 

Estimates. Properties held for sale are presented at fair value. Management estimates the fair value using the same 
valuation techniques as investment properties. 

Joint Arrangements

Judgments Made in Relation to Accounting Policies Applied. Judgment is applied in determining whether the Corporation 
has joint control and whether the arrangements are joint operations or joint ventures. In assessing whether the joint 
arrangements are joint operations or joint ventures, management applies judgment to determine the Corporation’s rights and 
obligations in the arrangement based on factors such as the structure, legal form and contractual terms of the arrangement.

Emergia holds a 50 percent plus 1 vote interest in 12028735 Canada Inc. ("JV"), a jointly controlled entity. It was determined 
that Emergia doesn’t have the rights to the assets and obligations for the liabilities of JV. As a result, the joint arrangement 
is classified as a joint venture and accounted for using the equity method. 

In determining the classification of its joint arrangements under IFRS 11, “Joint Arrangements”, the Corporation considered 
the following: 

» The intention of the joint arrangement was to allow proper development of its Investment properties while mitigating 
its debt exposure. 

» The partnership agreements require the partners or respective subsidiaries to make contributions if funds are 
insufficient to meet the obligations or liabilities of the partnerships. The past and future development of JV is 
dependent on funding from the partners by way of partnership notes payable and loans. 

» Emergia, as the operator, either directly or through wholly owned subsidiaries, remains in charge of the management 
of the property and development project and benefits of a 3-year option to buy back the shares in the JV   
(Refer to Note 8).
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Investment in Associate

Judgments Made in Relation to Accounting Policies Applied. Judgment is applied in the assessment of the level of 
influence that the Corporation has over the investees based on its decision-making authority with regards to the operating, 
financing, and investing activities as specified in the contractual terms of the arrangement.

LEASES

Judgments Made in Relation to Accounting Policies Applied. Emergia is required to make judgments in determining 
whether certain leases are operating or finance leases, in particular long-term leases. All tenant leases where the 
Corporation is the lessor have been determined to be operating leases.

Recognition of Deferred Tax Assets

Judgments Made in Relation to Accounting Policies Applied. Management continually evaluates the likelihood that its 
deferred tax assets could be realized. This requires management to assess whether itis probable that sufficient taxable 
income will exist in the future to utilize these losses within the carry-forward period. By its nature, this assessment requires 
significant judgment.

Warrants 

Estimates. To estimate the value of warrants, it is necessary to select an appropriate valuation model and obtain the inputs 
necessary for the valuation model chosen. The Corporation estimated the volatility of its own shares and the expected life 
and the exercise period of warrants granted. The model used by the Corporation was the Black-Scholes valuation model.

Convertible Debentures  

Estimates. The valuation of a convertible debenture is a two-step process: the first step is to determine the carrying 
amount of the liability component (Host Instrument), and the residual value goes to the conversion options (Conversion 
Option). Management estimates the carrying amount of the host instrument by measuring the fair value of a similar 
liability (including any embedded non-equity derivative features) that does not have an associated equity component and 
using an appropriate discount rate. The discount rate reflects the market rate for a similar straight-debenture (without 
any conversion option) held by an entity sharing the same characteristics and risk-return relationship as the Corporation.

NOTE 4. CHANGES IN ACCOUNTING POLICIES

Future Accounting Policy Changes

Standards, amendments, and Interpretations to existing Standards that are not yet effective and have not been adopted 
early by the Corporation. 

At the time of the authorization of these consolidated financial statements, several new but not yet effective standards and 
amendments to existing standards and interpretations have been published by the International Accounting Standards 
Board. None of these standards or amendments to existing standards have been adopted early by the Corporation.

Management anticipates that all relevant pronouncements will be adopted for the first period beginning on or after the 
effective date of the pronouncement. New standards, amendments and interpretations not adopted in the current year 
that are not expected to have a material impact on the Corporation’s financial statements, have not been disclosed.

Amendments to IAS 1, Classification of Liabilities as Current or Non-Current ("IAS 1").

The amendments aim to promote consistency in applying the requirements by helping companies determine whether, in 
the consolidated statements of financial position, debt and other liabilities with an uncertain settlement date should be 
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classified as current (due or potentially due to be settled within one year) or non-current. The amendments to IAS 1 apply 
to annual reporting periods beginning on or after January 1, 2023, with early adoption permitted. The amendments are to 
be applied retrospectively. Management is currently assessing the impact of the amendment and does not expect to have 
a material impact on the Corporation’s consolidated financial statements.

NOTE 5. ACQUISITIONS AND DISPOSITIONS

Acquisitions and Dispositions of Properties in 2021

a) Disposition of 9700 St-Laurent Boulevard, Montreal, Canada
 In the second quarter of 2021, the Corporation disposed of the property located at 9700 St-Laurent Boulevard 

for proceeds of $1,550,000. The purchaser assumed the associated mortgage (as described in Note 14 - Bank 
Mortgages), payables and liabilities. 

b) Disposition of 475-489 Le Breton Street and 505-531 Le Breton Street, Longueuil, Canada
 In the second quarter of 2021, the Corporation disposed of the properties located at 475-489 and 505-531 Le Breton 

Street for total proceeds of $3,665,000. The purchaser assumed the associated mortgage (as described in Note  
14 - Bank Mortgages), payables and liabilities.  

c) Acquisition of Three Lots in Bromont
 In the second quarter of 2021, the Corporation bought three lots from the City of Bromont at the cost of 1$ as these 

lots were part of a retrocession agreement of the said lots resulting from a former expropriation by the City and 
the Ministry of Transport of larger lands to build road infrastructures on the Bromont site owned by the Corporation 
approximately fifteen years ago. They were recorded initially at cost, and with their undetermined use, management 
deemed that the criteria for the classification as investment properties in accordance with IAS 40 was satisfied and 
those lands would subsequently be measured using fair value as of December 31, 2021. Refer to Note 5f below with 
respect to the disposal of one of these three lots.

d) Acquisition of Land in Alliston
 On May 3, 2021, the Corporation purchased a land of approximately 100 acres in Alliston, Ontario for a purchase 

price of $14.4 million (excluding closing costs and land transfer taxes). The acquisition of the land was done at arm’s 
length and the purchase price was paid as follows: (i) $9,600,000 in cash and (ii) $4,800,000 in Class "A″ common 
shares of the Corporation (Note 18 –  Share Capital). To satisfy a portion of the purchase price, the Corporation 
entered into a financing of $9,000,000 through two convertible debenture subscription agreements at an interest 
rate of 6% per year payable at maturity on May 3, 2023 (Note 13 – Convertible Debentures), plus a participation in 
the profits of the project. 

 
e) Disposition of 860 Cite-des-Jeunes Boulevard, St-Lazare, Canada
 In the third quarter of 2021, the Corporation disposed of its property located at 860 Cité-des-Jeunes Boulevard, for 

proceeds of $1,380,000. The proceeds were used to repay the associated mortgage (as described in Note 14 - Bank 
Mortgages), payables and liabilities.  

 
f) Disposition of One Lot  in Bromont, Canada
 Subsequently to the purchase of three lots mentioned in Note 5c above, management changed the intention of 

use of one lot during negotiations with a lender. The said lot would be used to reimburse part of the loan at an  
agreed-upon selling price, which gave rise to a fair value adjustment of $1,200,000, using the criteria set out by 
a third-party appraisal for the same type of transactions. The deal was closed in December 2021 whereby it was 
agreed to reduce the debt amounting to $1,310,474, to $1,292,449 to be paid as follows: (i) transfer of the land at a 
price of $1,208,021, and (ii) payment of the balance of $84,428 in ten equal monthly payments starting in January 
2022. The settlement resulted in a gain on settlement of long-term debt of $18,025, as separately disclosed in the 
consolidated statements of comprehensive income (loss).
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g) Disposition of a Minority Interest Into a Company
 In the fourth quarter of 2021, the Corporation disposed of the investment of its minority interest in a private company, 

resulting in a $250,000 loss on disposal of an investment.
 

Dispositions of Properties in 2020
 
h) Transfer of Assets in a Joint Venture
 On September 4, 2020, the Corporation entered into a joint venture agreement to own and develop some of its 

investment properties. The joint venture was formed in a separate legal entity, 12028735 Canada Inc. (the "JV"). 
On September 4, 2020, the Corporation sold to the JV its 185 Dorval Avenue property at a price of $9,000,000 
in exchange of 2,651,581 Class "A" common shares of the JV and the transfer of the following liabilities of the 
Corporation to the JV: bank mortgages of $4,777,500, long-term debt of $1,150,000 and accounts payable and 
accrued liabilities of $420,920. This transaction resulted in a loss of $1,731,346 related to fair value adjustment. The 
Corporation benefits of an option to buy-back all the shares of the partner in the JV at any time during a period of 
3 years from the date of closing. The Corporation remains in charge of the management and development of the 
property in virtue of a management contract. 

 
i) Disposition of 117 Lépine Avenue, Gatineau
 On October 22, 2020, the Corporation entered into an agreement with lenders for the reimbursement of loans in the 

aggregate amount of $3,880,000 and related accrued interest of $255,918, for a total of $4,135,918 by transferring 
the 117 Lépine Avenue property to the lenders for such total amount. The property was subsequently transferred  
to the JV.

 
j) Disposition of a Land in Levis
 On November 11, 2020, the Corporation entered into an agreement with a senior lender for the repayment of a 

$3,500,000 term loan, related accrued interest, financing costs and taxes in the amount of $2,429,783 by handing 
over to the lender, on December 31, 2020, its mortgaged land in Levis. The lender also assumed payment of other 
current liabilities of $250,000 and accrued liabilities related to the property in the amount of $509,549. The agreement 
considered the right for the Corporation to buy-back the property at the earliest of 12 months following January 1, 
2021 or ten (10) business days following the receipt of a bona fide at arm’s length offer by a third-party to the Lender. 
Such right was terminated at year-end 2021 in accordance with the terms of the agreement.

k) Disposition of 9307-9077 Québec Inc.
 On December 31, 2020, the Corporation entered into an agreement to dispose of the shares of its subsidiary 9307-

9077 Quebec Inc. which includes the properties located at 1221-1225 St-Jean-Baptiste Boulevard, 610-640 Orly 
Avenue and 2001 Chemin Oka for the gross proceeds of $330,735 which was receivable at December 31, 2020. A 
gain on disposal of a subsidiary of $171,248 was realized in 2020 on this transaction.

 
l) Disposition of 9371-9904 Quebec Inc.
 On December 31, 2020, the Corporation entered into an agreement with respect to selling its shares of its subsidiary 

9371-9904 Quebec Inc. and related 395-425 Des Erables property for a total counterpart of $7,425,000, paid as 
follows: (i) assumption of mortgages in the amount of $5,076,357, and other liabilities and (ii) a balance of sale of 
$2,348,643. A gain on disposal of a subsidiary of $270,980 was realized on this transaction.

 The balance of sale is still a receivable as at December 31, 2021 (refer to Note 11 - Receivables).
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Financial impacts related to the acquisitions and dispositions of Properties in 2021 and 2020

Refer to the table below for the overall impacts of the non-cash transactions on the financial statements in the  
respective years and to the reconciliation of those liabilities arising from those transactions in the respective years in  
Note 16 – Reconciliation of liabilities arising from financing activities.

As at 
December 31, 2021

As at 
December 31, 2020

Balance of sale receivable                              -            2,679,378    

Investment properties            (6,423,020)       (41,785,251)   

Investment in a joint venture                              -            2,651,581    

Bank mortgages            (1,614,375)       (14,757,514)   

Other current liabilities                -         (4,781,217)   

Long-term debt            (4,494,071)         (6,129,302)   

Trade and other payables            (332,599)         (4,689,378)   

Net loss (gain) on disposal of subsidiaries                              -              (442,228)    

Loss (gain) on settlement of long-term debt (18,025)                                      4,225,027  

Loss (gain) on settlement of other current liabilities                              -          2,314,082   

NOTE 6. INVESTMENT PROPERTIES

As at December 31, 2021, management performed a thorough assessment of all properties and reassessed the current 
plans related to its properties. This assessment resulted in reclassification of its assets as explained below to reflect well 
established market practices and management expectations with respect to such assets.

As at December 31, 2021, management first reclassed an investment property (Panagopoula Resort, Panagopoula, 
Greece) to an investment in an associate using the equity method to better represent the purchase agreement entered 
into with respect to the acquisition by the Corporation of a 30% interest of the entity, Aigialeia S.A., owning the property. 
This correction requires a retrospective adjustment. There is no change in the carrying value of the investment as at 
December 31, 2021 and December 31, 2020. Refer to Note 8 – Investment in an Associate and a Joint Venture.

As part of its reassessment of its business plans, business strategy and evolving development plans related to its 
properties, management determined that there was an evidence of a change in use of the portion of the Bromont land 
previously classified as "Land held for development", and valued at cost, and is now presented as investment properties 
as "Properties under Development", at fair value as appraised by third-party appraisers. 

Management transferred an investment property (472 Knowlton Rd, Lac Brome, Canada) to a property held for sale since 
its carrying amount will be recovered principally through sale rather than from continuing use, and the criteria set out in 
IFRS 5 are met. Refer to Note 7 – Properties Held For Sale.
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A reconciliation of the investment properties is as follows:

Income Producing Properties Properties Under Development Total

NOTES 2021 2020 2021 2020 2021 2020

Balance, beginning of the year 9,166,775 42,117,270 40,322,276 52,373,275 49,489,051 94,490,545

Disposal of 9700 St-Laurent Blvd., Montreal, 
Canada 5a  (1,550,000) - - - (1,550,000 -

Disposal of 475-489 Le Breton and 
505-531 Le Breton, Longueuil, Canada 5b (3,665,000) - - - (3,665,000) -

Disposal of 860 Cite-des-Jeunes, St-Lazare, 
Canada 5e - - (1,380,000) - (1,380,000) -

Transfer of assets in a joint venture 5h -       (9,000,000)   - - - (9,000,000)   

Disposal of 9307-9077 Quebec Inc. 5k - (7,995,892) - - - (7,995,892)

Disposal of 9371-9904 Quebec Inc. 5l - (7,425,000) - - - (7,425,000)

Settlement of liabilities 5j, 5i - (6,450,000) (1,208,021) (10,914,358) (1,208,021) (17,364,358)

Acquisition of the Land in Alliston 5d - - 15,038,019a   - 15,038,019 -

Other acquisitions 5c - - 1a - 1 -

(Decrease) Increase in fair value of investment 
properties 5h 648,225 (2,383,001) 40,581,539 - 41,229,764 (2,383,001)

Borrowing costsb - 303,398 4,552,744a 1,255,176 4,552,744 1,558,574

Development costs - - 503,279a 74,723 503,279 74,723

Reclassified from (to) Land held for development - - 18,115,163 (2,466,540) 18,115,163 (2,466,540)

Reclassified to properties held for sale - - (1,800,000) - (1,800,000) -

Balance, end of year 4,600,000 9,166,775 114,725,000 40,322,276 119,325,000 49,489,051

a In the cash flow from investing activities, the additions to investment properties of $10,112,539 resulted from the acquisition of the land in Alliston in an amount of 
$15,038,019 and other acquisition in an amount of $1, less land deposits made in previous years in the amount of $628,760, plus the development costs of $503,279, and 
less the consideration paid in share in the amount of $4,800,000 (detailed in Note 5d).

b The weighted average borrowing rate, excluding convertible debentures, is 14.35% (2020 – 13.17%). For the borrowing rate related to convertible debentures, refer to Note
13 – Convertible Debentures.

NOTES 2021 2020
$ $

9700 St-Laurent Blvd, Montreal, Canada 5a                       -            1,400,000    

475-489 Le Breton and 505-531 Le Breton Street, Longueuil. Canada 5b                       -            3,196,775    

121 Lépine Avenue, Gatineau, Canada       4,600,000                4,570,000    

   4,600,000        9,166,775

Income Producing Properties

The Income Producing Properties are composed of the following:

NOTES 2021 2020

$ $

Land in Bromont, Canada 5c, 6       91,325,000            34,330,751        

Land in Alliston, Canada 5d 21,400,000 -

472 Knowlton Rd, Lac Brome, Canada 6     -         2,968,054    

Land in Blainville, Canada 2,000,000 1,694,030

860 Cite-des-Jeunes Blvd, St-Lazare, Canada 5e -         1,329,441    

114,725,000        40,332,276

Properties Under Development

The properties under development are composed of the following:
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Valuation Methodology and Process

Investment properties are remeasured to fair value on a recurring basis, using the following methodologies:

a) Discounted cash flow method - Under this income approach, discount rates are applied to the projected annual 
operating cash flows, generally over a ten-year period, including a terminal value of the properties based on a 
capitalization rate applied to the estimated net operating income, a non-IFRS measure, in the terminal year. This 
method is primarily used to value the rental portfolio.

b) Comparable sales method – This market approach compares a subject property’s characteristics with those of 
comparable properties which have recently sold. The process uses one of several techniques to adjust the price 
of the comparable transactions according to the presence, absence, or degree of characteristics which influence 
value. These characteristics include the cost of construction incurred at a property under development. This method 
is primarily used to value the development portfolio, including ancillary parking facilities and investment properties 
held for sale.

The application of these valuation methods results in these measurements being classified as Level 3 in the fair value hierarchy.

Significant Inputs 

At the end of each quarterly reporting period, management also conducts an internal valuation with significant 
unobservable inputs in the Level 3 valuation:

» Capitalization rate – based on actual location, size and quality of the property and taking into consideration available 
market data as at the valuation date;

» Stabilized net operating income – revenue less direct operating expenses adjusted for items such as average lease 
up costs, vacancies, non-recoverable capital expenditures, management fees, straight-line rents and other non-
recurring items. For properties under development forecasted net operating income is based on location, type and 
quality of the property, supported by the terms of actual or anticipated future leasing;

» Discount rate – reflecting current market assessments of the uncertainty in the amount and timing of cash flows;

» Terminal capitalization rate – taking into account assumptions regarding vacancy rates and market rents;
 
» Estimated costs to complete for properties under development – based on expected completion dates considering 

development and leasing risk specific to each property and the status of approvals and/or permits; and
 
» Cash flows – based on the physical location, type and quality of the property and supported by the terms of existing 

leases, other contracts or external evidence such as current market rents for similar properties.

An increase in the cash flow or stabilized net operating income results in an increase in fair value of investment property whereas 
an increase in the capitalization rate, discount rate or terminal capitalization rate decreases the fair value of the investment property.

In determining the fair value of our investment properties, judgement is required in assessing the "Highest and best 
use" as required under IFRS 13 - Fair value measurement. We have determined that the current uses of our investment 
properties are their "highest and best use".

Management is responsible for determining the fair value measurements on a quarterly basis, including verifying all 
major inputs included in the valuation and reviewing the results. Management, along with the Audit Committee, discuss 
the valuation process and significant assumptions on a quarterly basis. The valuations are performed in due course by 
qualified external valuators who hold recognized and relevant professional qualifications and have recent experience in 
the location and category of the investment property being valued.
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The COVID-19 pandemic has increased the risk and uncertainty surrounding valuation estimates due to limited market activity 
for comparable transactions, as well as uncertainty regarding the expected length of the pandemic and the resulting impact on 
the Corporation’s cash flows from investment properties. In developing its estimates, management performed an assessment 
of its tenants and portfolio of investrnent properties, as well as an evaluation of the changes in the overall market conditions for 
the asset classes in the Corporation’s portfolio since the impact of the pandemic began in early March 2020.

Investment properties were valued by management and qualified independent external valuation professionals as at 
December 31, 2021. The aggregate fair value of $112,725,000 of two properties under development was determined 
based on qualified independent external valuation professionals prepared during the year which resulted in an adjustment 
in fair value of $40,361,803 recorded as fair value adjustment on investment properties in the consolidated statements 
of comprehensive income (loss). This adjustment reflects the impact of the difference in fair value before and after the 
reclassification of the two properties under development as at December 31, 2021.

The following table summaries the valuation approach, significant assumptions, and the relationship between the 
assumptions and the fair value:

Assets Valuation approach Significant assumptions Relationship between assumptions and fair value

Income producing properties Direct capitalization 
or discounted cash 
flow

Capitalization rate
Discount rate
Terminal rate
Stabilized Net Operating 
Income ("NOI")
Cash Flows

Inverse relationship between capitalization, discount, and 
terminal rates and fair value (higher rates result in decreased 
fair value); whereas higher stabilized NOI or cash flows results 
in increased fair value.

Properties under development Direct capitalization 
less cost to 
complete

Capitalization rate
Stabilized NOI
Costs to complete

Inverse relationship between capitalization rate and fair value 
(higher capitalization rate results in lower fair value); whereas 
higher stabilized NOI results in increased fair value.

Properties under development 
– Excess land

Comparable sales 
method

Comparison to market 
transactions for similar 
assets

Land value reflects market value.
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NOTE 7. PROPERTIES HELD FOR SALE

As of December 31, 2021, Emergia transferred an investment property as held for sale (refer to Note 6 - Investment Properties):

a) The following table shows the changes in the carrying value of Emergia’s investment in joint venture for the years 
ended December 31, 2021 and 2020:

NOTE 8. INVESTMENT IN AN ASSOCIATE AND A JOINT VENTURE

As at December 31, 2021, Emergia had interests in one associate (Note 6) and one joint venture (Note 5h): 

2021 2020
$ $

472 Knowlton Rd, Lac Brome, Canada 1,800,000 -

Total aggregate value 1,800,000 -

2021 2020
$ $

Beginning balance       2,664,527                          -    

Contributions -       2,651,581    

Share of net income          641,933                   12,946    

Ending balance      3,306,460              2,664,527        

Effective ownership
NOTES 2021 2020

12028735 Canada Inc., Canada a 50% 50%

Aigialeia, S.A., Greece b 30% 30%

Summarized financial information of the joint venture as at December 31, 2021 is as follows: 

2021 2020
$ $

Current assets          888,644          1,249,387    

Non-currents assets    15,588,877        13,163,000    

Current liabilities          604,991             148,686    

Non-current liabilities       9,259,611          8,940,500    

Revenues          900,119             193,316    

Change in fair value of investment propertiesa       2,000,000                          -    

Net income and comprehensive income for the period       1,283,866                   25,892    

a To adjust for the fair-value done by a third-party valuator in March 2021, updated as of December 31, 2021

EMERGIA INC. | CONSOLIDATED FINANCIAL STATEMENTS 2021
136



2021 2020
$ $

Beginning balance 1,650,000 -

Reclassification from investment properties - 1,650,000

Share of net income - -

Ending balance 1,650,000 1,650,000

NOTE 9. REVENUES

The components of revenues are as follows:

2021 2020
$ $

Rental income - -

Lease revenues 321,328 2,044,625

Operating cost recoveries 164,204 638,120

485,532 2,682,745

Other revenues

Management fees 69,805 50,000

555,337 2,732,745

b) The investment in an associate is a reclassification from investment properties at carrying value (refer to Note 6  
- Investment Properties):

The lease contracts are all non-cancellable for 1 to 10 years from the commencement of the leases. Future minimum 
lease rentals are as follows:

2021 2020
$ $

Within 1 year 403,097            613,931    

1 to 5 years 1,665,778         1,215,416    

After 5 years          168,587            241,817    

      2,237,462                  2,071,164    
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NOTE 10. PREPAIDS AND REFUNDABLE DEPOSITS

The prepaids and refundable deposits are as follows:

2021 2020
$ $

Deposits related to an acquisition of interests in associates (refer to Note 29) 1,635,620 411,844

Deposits related to an acquisition of an investment property - 1,270,031

Other deposits and prepaid expenses 153,505 231,670

1,789,125 1,913,545

2021 2020
$ $

Trade receivables 91,177 147,611

Government remittances 407,799 42,184

Balance of sales and other receivablesa 2,490,107 2,679,378

2,989,083 2,869,173

Current portion 2,989,083 189,795

- 2,679,378

NOTE 11. RECEIVABLES AND OTHER RECEIVABLES

The receivables are detailed as follows:

NOTES 2021 2020
$ $

Other receivables and other current balance of sales 5k        141,464          330,735    

Balance of sale, 5% interest starting January 1, 2022, maturing in December 2022 5l 2,348,643    2,348,643    

       2,490,107     2,679,378    

a The balance of sales and other receivables are detailed as follows:

2021 2020
$ $

Trade payables and accrued liabilities* 5,551,612    6,215,916

Interest payable on other current liabilities and long-term debt             400,346              347,243    

5,951,958 6,563,159

NOTE 12. TRADE AND OTHER PAYABLES

* The accrued liabilities are mostly attributable to transactions between related parties as described in Note 21 - Related Party Transactions.
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NOTE 13. CONVERTIBLE DEBENTURES

The principal amount outstanding and the carrying value for the convertible debentures issued by the Corporation  
are as follows: 

a) On March 10, 2021, the Corporation issued convertible debentures in the amount of $9,000,000. The convertible 
debentures, secured by investment properties, have the interests and the principal payable at the maturity, and 
embedded with a conversion option into Class "A″ Common shares at a price of $1.00 per share. They were issued 
to acquire the land in Alliston, as described in Note 5d. 

 
b) On February 1, 2020, the Corporation issued secured convertible debentures in the amount of $4,420,000. The 

convertible debentures, secured by investment properties, have the interests and the principal payable at the 
maturity, and are embedded with a conversion option into Class "A" common shares at a price of $1.00 per share. 
Any early redemption is without any penalty, provided a 30-day notice is provided to the investor to allow it to 
exercise its conversion right, should it decide to do so. In the event the investor decides to exercise its conversion 
right, 4% interest on such amount will be forfeited by the investor. 

 
 The convertible debenture was partially reimbursed for an amount of $1,250,000 in May 2021, with $707,200 first 

allocated to the accrued interests payable and $542,800 to the principal. The early redemption generated adjustment 
to the fair value of the financial liability and conversion component. The Corporation allocated the previous carrying 
amount of the financial liability between the part that continues to be recognized and the part that is derecognized 
based on the relative fair values of those parts on the date of the redemption. According to IFRS 9 – Financial 
Instruments, the Corporation has the choice to record the difference between the carrying amount allocated to the 
part derecognized and the consideration paid for the part derecognized, either as a gain or loss in the consolidated 
statements of comprehensive income (loss) or as an element of other comprehensive income through contributed 
surplus. The Corporation recorded that difference in other comprehensive income, presented in the fair-value 
adjustment on the conversion options in the reconciliation of the convertible debentures.

 In December 2021, the Corporation has been granted an extension of the term, which was initially on January 31, 
2022, to June 30, 2023 with no other changes than an added guarantee on the shares held in the joint venture  
and a mortgage on the 121, Lépine property in Gatineau. Adjustment to the fair value of the financial liability  
was recorded.

December 31, 
2021

December 31, 
2020

NOTES Issuance Date Maturity Date Coupon Rate Effective Rate Outstanding 
Principal Carrying Value Carrying Value

$ $

Convertible Debenture a 2021-03-10 2023-05-02 6.00% 15.00% 9,000,000 8,320,796         -    

Convertible Debenture b 2020-02-01 2023-06-30 12.00% 15.00% 3,877,200 3,721,828    4,231,070    

Convertible Debenture c 2021-10-29
2021-11-29

2023-10-29
2023-11-29 8.00% 15.00% 3,000,000   2,298,399     -    

Convertible Debenture d
2021-04-15
2021-05-14
2021-07-02

2022-04-15
2022-05-14
2022-07-02

20.00%
20.00%
24.00%

15.00%
500,000
500,000
500,000

1,717,683 -

Convertible Debenture e 2019-07-31 2022-02-28 10.00% 10.00% 427,545 430,941    778,033    

Convertible Debenture f 2020-06-15 2022-06-14 12.00% 15.00% 100,000 98,680      100,000    

 16,588,327      5,109,103    

Current portion 2,247,304   778,033    

14,341,023    4,331,070    
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c) On October 29, 2021 and November 29, 2021, the Corporation issued for a total amount of $3,000,000 of unsecured 
convertible debentures. The unsecured convertible debentures are issued as part of the Corporation’s private 
placement. The interests are payable semi-annually at an annual rate of 8% either in cash or in shares. They are 
embedded with a conversion option into ″Unit″ consisting of one Class A common share, one warrant to acquire 
one Class "A" common share exercisable at $1.25 until October 31, 2023, and one additional warrant to acquire one 
Class "A" common share exercisable at a price of $1.50 per share until October 31, 2024. The Corporation may force 
the conversion if the volume weighted trading price of the Class "A" common shares for a consecutive period of 20 
days on the CSE is equal or higher than $1.50. The cash in the amount of $240,000 and warrant broker commissions 
in the amount of 282,352 warrants (valued at $147,594 using Black-Scholes Model), are treated as financing costs 
and amortized throughout the term of the convertible debentures.

 
d) On April 15, 2021, May 14, 2021 and July 2, 2021, the Corporation issued $500,000 of convertible debentures on 

each such date for a total of $1,500,000. The convertible debentures, guaranteed by a director, have the interests and 
the principal payable at the maturity, and are embedded with a conversion option into Class ″A″ common shares at 
a price of $1.00 per share. This specific financing was contracted in view of the acquisition of an income producing 
portfolio in Ontario (refer to Note 29 - Subsequent Events).

 
e) On July 31, 2019, the Corporation issued convertible debentures in an amount of $743,382. The convertible 

debentures, initially secured by all present and future residential properties of the Corporation, are payable along 
with the promissory notes listed into long-term debt (current portion) by monthly installments of $100,000, initially 
payable in full by December 31, 2020. On April 21, 2021, the maturity date was amended to December 31, 2021, with 
accrued interests and principal payable on February 28, 2022. Partial redemption in the amount of $700,000 was 
done on December 2, 2021. The convertible debenture is still outstanding and payable on demand with all accrued 
interests as of the approval date of the financial statements.

 
f) On June 15, 2020, the Corporation issued convertible debentures in the amount of $100,000. The convertible 

debenture, unsecured and held by an officer, has the interests and the principal payable at the maturity, and are 
embedded with a conversion option into units comprising one Class ″A″ common share and one warrant exercisable 
at a price of $1.25 per Class ″A″ common share until October 31, 2023. The conversion price is the lesser of $0.75 
or the price of the shares issued to investors through a public financing of the Corporation prior to the maturity date. 
This convertible debenture has been redeemed in January 2022 (refer to Note 29 - Subsequent Events).
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Host instruments Conversion Options Total
$ $ $

Balance at December 31, 2019 1,043,382 - 1,043,382

Issuance of new convertible debentures, net of transaction costs 4,260,250 259,750 4,520,000
Amortization of transaction costs - - -
Accretion on convertible debentures 105,471 - 105,471
Fair value adjustment on conversion options - - -
Capitalized interests - - -
Repurchase (100,000) - (100,000)
Conversion (200,000) - (200,000)

Balance at December 31, 2020 5,109,103 259,750 5,368,853

Issuance of new convertible debentures, net of transaction costs 11,196,391 1,916,015 13,112,406
Deferred income tax liability – conversion option - (533,368) (533,368)
Amortization of transaction costs 24,436 - 24,436
Accretion on convertible debentures 1,138,017 - 1,138,017
Fair value adjustment on conversion options - 96,691 96,691
Capitalized interests 53,871 - 53,871
Repurchase (933,491) - (933,491)
Conversion - - -

 Balance at December 31, 2021 16,588,327 1,739,088 18,327,415

A reconciliation of the convertible debentures is as follows: 

A reconciliation of the conversion options and the contributed surplus is as follows: 

Contributed Surplus
$

Balance as at December 31, 2019 -

Issuances of convertible debentures 259,750

Fair value adjustment on conversion options -

Warrant expiration 5,069

Balance as at December 31, 2020 264,819

Issuances of convertible debentures 1,916,015

Fair value adjustment on conversion options 96,691

Deferred income tax liability – conversion option (533,368)

Balance as at December 31, 2021 1,744,157
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NOTE 14. BANK MORTGAGES 

NOTE 15. LONG-TERM DEBT

NOTES INTEREST RATE MATURITY 2021 2020
$ $

Secured fixed rate mortgages a) 3.85 % (2020 – 3.85%) November 2022         3,005,653             3,094,091    

Secured fixed rate mortgages b) 3.88 % (2020 – 3.88%) April 2022                       -             1,623,605    

            3,005,653             4,717,696    

Current portion 3,005,653               144,693    

                      -            4,573,003    

NOTES WEIGHTED AVERAGE 
INTEREST RATE MATURITY 2021 2020

$ $
Secured a) 9.38 % (2020 – 7.70 %) June 2023*        6,434,582             5,883,970    

Secured, and guaranteed b) 17.16 % (2020 – 15.77 %)  June 2023*       22,053,539         23,823,245    

Unsecured c) 8.54 % (2020 – 7.91 %) June 2023* 2,268,308 1,930,154

Unsecured, and guaranteed d) 7.23% (2020 – 7.36 %) June 2023* 420,706 1,350,349

Total 31,177,135    32,987,718

Current portion         2,443,811   25,853,778    

   28,733,324    7,133,940    

a) The mortgage loan, initially in the amount of $3,300,000, is secured by an investment property (121 Lépine Avenue) 
and a guarantee from a director, bearing a fixed interest rate of 3.85%, capital and interest payable in monthly 
payments of $17,094, maturing in November 2022.

 
b) The mortgage loan, initially in the amount of $1,900,000, was secured by two investment properties (475-489 Le 

Breton Street, 505-531 Le Breton Street), and a guarantee from two third parties, bearing a fixed interest rate of 
3.88%, capital and interest payable in monthly payments of $9,815, maturing in April 2022. The mortgage was fully 
reimbursed at the disposal of the investment properties in the second quarter of 2021, as described in Note 5b).

* The loans with different maturity dates from June 2023 are detailed in their respective paragraph a) to d) below.  As of December 31, 2021, the Corporation has been granted 
an extension of the maturity to June 30, 2023 for the majority of the loans, with the interests and capital being paid at the maturity. The weighted average of interest rates in 
2021 is higher than in 2020 because the 2021 interest expenses, for some extended loans, are calculated based on the new principal amount, consisting of the accumulated 
unpaid interests calculated at the previous maturity dates and the original principal amounts. There is no other change in the loan agreements at the extension date.

a) Loans are secured by investment properties.

b) Loans are secured by investment properties and personally guaranteed by a director in exchange of the 2% guarantee 
fee recorded as financing fees and disclosed as financing and other fees in Note 23 - Additional Information – 
Comprehensive Income (Loss). The current portion of the loans consists of a $225,000 term loan bearing 8% 
interest, maturing June 2022 with interests being paid monthly, and a $685,114 term loan bearing 13.8% interest 
with interests and principal payable on demand. 

c) Loans are neither secured by any investment property nor guaranteed by a director. The current portion of the loans 
consists of $712,273 advances from the joint venture bearing no interest rate, $79,321 advances from companies 
controlled by a director bearing 9%-10% interest with interests and principal payable on demand, and $321,397 
promissory note bearing 10% interests with interests and principal payable in February 2022.

d) Loans are not secured by any investment property but are personally guaranteed by a director in exchange of the 
2% guarantee fee, recorded as financing fees and disclosed as financing and other fees in Note 23 - Additional 
Information – Comprehensive Income (Loss) . The current portion of the loans consists of a $420,706 term loan 
bearing 8% interest with interests and principal payable on demand.
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2021 $

MORTGAGES LONG-TERM DEBT CONVERTIBLE 
DEBENTURES TOTAL

Balance, beginning of year 4,717,696 32,987,718 5,109,103 42,814,517

Cash

      Repayment (97,668) (3,260,331) (933,491) (4,291,490)

 New borrowings, net of transaction costs - 1,350,000 13,260,000 14,610,000

Non-Cash

      Settlement into class “A” common shares - (19,500) - (19,500)

      Settlement from asset transactions (1,614,375) (4,476,046) - (6,090,421)

      Unpaid interest capitalized - 4,310,450 53,871 4,364,321

      Issuance of warrants-broker commission - - (147,594) (147,594)

      Amortization of transaction costs - - 24,436 24,436

      Accretion on convertible debentures - - 1,138,017 1,138,017

      Conversion option - - (1,916,015) (1,916,015)

       Reclass from trade and other payables - 284,844 - 284,844

      Balance, end of year 3,005,653 31,177,135 16,588,327 50,771,115

As at December 31, 2021, the Corporation was either in compliance with or had received accommodations from its 
creditors with respect to their debt covenants.

NOTE 16. RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES

A change in the Corporation’s liabilities arising from financing activities can be classified as follows:

2020 $

MORTGAGES & 
CREDIT LINES LONG-TERM DEBT CONVERTIBLE 

DEBENTURES TOTAL

Balance, beginning of year 24,126,946 42,431,553 1,043,382 67,601,881

Cash

      Repayment (4,782,727) (2,173,650) (100,000) (7,056,377)

      New borrowings 29,618 3,106,378 4,520,000 7,655,996

Non-Cash

      Settlement into class “A” common shares - (3,420,896) (200,000) (3,620,896)

      Settlement from asset transactions (14,656,141) (10,991,892) - (25,648,033)

      Unpaid interest capitalized - 4,141,696 - 4,141,696

      Conversion option - - (259,750) (259,750)

      Reclassification - (105,471) 105,471 -

 Balance, ending of year 4,717,696 32,987,718 5,109,103 42,814,517
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NOTE 17. DEFERRED INCOME TAX LIABILITIES AND INCOME TAXES

A reconciliation of the expected income tax expense (recovery) to the actual income tax expense (recovery) is as follows:

The tax expense comprises:

The tax expense comprises:

2021 2020
$ $

Net income (loss) before taxes 36,997,777 27,148,796    

Current portion        26.5%   26.5%    

Expected income tax expense (recovery) at the statutory tax rate 9,804,411 (7,194,431)

Change in fair value of investment properties (5,520,318) 631,495

Non-deductible expenses (non-taxable income) (46,154) -

Temporary differences not recognized 390,174 1,799,794

Impact from loss on settlement - 3,112,091

Current year losses for which no deferred tax assets are recognized 1,169,628 1,555,228

Use of previously unrecognized tax losses (1,369,023) -

True-up and other (78,091) 139,689

 Actual income tax expense 4,350,627   43,866    

2021 2020
$ $

Origination and reversal of temporary differences 4,350,690 (3,986,517)

Change in unrecognized deferrred tax asset (263,929) 3,986,517

 Deferred tax expense 4,086,761 -

 Current tax expense 263,866    43,866    

The Corporation has the following deductible temporary losses for which no deferred tax asset has been recognized:

2021 2020
$ $

Non-capital loss carry-forwards 20,526,051 18,357,387

Investment properties - 1,989,202

Share issue costs 38,235 68,594

  20,564,286    20,415,183
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Deferred taxes arising from temporary differences and unused tax losses are summarized as follows:

JANNUARY 1,
2021

RECOGNIZED IN  
PROFIT OR LOSS

RECOGNIZED IN 
CONTRIBUTED 

SURPLUS
DECEMBER 31, 

2021

$ $ $ $

Deferred tax liabilities

Investment properties (324,933) (5,875,411) - (6,200,344)

Investment in a joint venture - (85,056) - (85,056)

Convertible debentures (50,067) 200,278 (533,368) (383,157)

Tax losses - 1,673,428 1,673,428

 (375,000) (4,086,761) (533,368) (4,995,129)

JANUARY 1,
2020

RECOGNIZED IN  
PROFIT OR LOSS

DECEMBER 31,  
2020

$ $ $

Deferred tax liabilities

      Investment properties (598,681) 273,748 (324,933)

      Convertible debentures - (50,067) (50,067)

      Tax losses 223,681 (223,681) -

 (375,000)    - (375,000)

2021 2020
$ $

2041 4,168,901 -

2040 6,534,882 6,061,448

2039 4,375,622 4,730,452

2038 4,595,442 6,004,020

2037 686,378 989,571

2028-2036 164,826 571,896

 20,526,051 18,357,387

The ability to realize tax benefits is dependent upon a number of factors. Deferred tax assets are recognized only to the 
extent that it is probable that sufficient profits will be available to allow the asset to be recovered. At December 31, 2021, 
deferred tax assets totaling $5,449,536 have not been recognized (2020 - $5,410,000).

The tax pools relating to these deductible losses expire as follows:
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NOTE 18. SHARE CAPITAL

The Corporation’s authorized share capital is as follows:

Unlimited number of common shares as follows:

» Class "A" common shares, conferring 1 vote per share; and

» Class "B" common shares, conferring 100 votes per share, automatically convertible into Class "A" common shares 
on March 23, 2023 and convertible at the option of the holder at any time, on a basis of 1 Class "A" common share 
for 1 Class "B" common share.

Unlimited number of preferred shares issuable in one or more series, having no voting rights, as follows:

» Class "C" preferred shares; and

» Class "D" preferred shares.

Shares issued and outstanding as of December 31, 2021 and 2020 are as follows: 

2021 2020

NUMBER $ NUMBER $

Class ″A″ common shares     28,393,194        74,695,200        19,839,374        67,000,387    

Class ″B″ common shares       4,510,891          6,153,286          4,510,891          6,153,286    

     32,904,085        80,848,486     24,350,265        73,153,673    

During the year ended December 31, 2021, the Corporation issued units at a price of $0.76 and $0.78 per unit (2020 - $0.75 
per unit) respectively each unit comprising one Class "A" common share and one warrant entitling the holder to purchase 
one Class "A" common share at a price of $1.25 per share until October 31, 2023 (2020 - $1.25, December 31, 2021). 

As at December 31, 2021, 3,459,702 units (2020 – 9,651,158 units) were issued for a total of $2,694,813 (2020 - 
$12,868,282) consisting of $1,436,726 paid in cash (2020 – $200,000), $925,085 for accounts payable settlement (2020 
– $3,417,674), $19,500 for debt settlement (2020 – $3,390,527), $313,502 as payment for consultation services (2020 
– $29,850) and none for convertible debenture settlement (2020 – $230,169).

The Corporation also issued 4,800,000 Class "A" common shares at a total price of $4,800,000 as partial payment for the 
acquisition of the land in Alliston (refer to Note 5d).

In addition to the above, 294,118 units were reserved for issuance (2020 – none),  during the year ended December 
31, each unit comprising one Class "A" common share and one warrant entitling the holder to purchase one Class "A" 
common share at a price of $1.25 per share until October 31, 2023, at a unit price of $0.68, for the $200,000 received in 
advance, in view of the private placement offering that closed in January 2022. 

The settlement of those current and non-current liabilities resulted in an increase of $944,585 in Class "A" common shares 
(2020 – $12,668,283), $64,856 in Warrants (2020 – $6,113,817), and $75,912 in loss from the settlement of current and 
non-current liabilities (2020 – $11,743,740).

At December 31, 2021, there were no Class "A" common shares (2020 – 162,613) nor Class "B" common shares  
(2020 – 634,884) outstanding that were subject to an escrow agreement. Those 2020 escrewed shares were released on 
March 23, 2021.
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NOTE 19. WARRANTS

The following is a continuity of the warrants outstanding and exercisable as at December 31, 2021:

On October 13, 2021, the Board of Directors approved the extension of the warrant maturity dates to all warrant holders, 
except warrant brokers. The extension being granted to all warrant holders, including the extension for the warrants 
issued as part of debt settlement, but excluding the broker warrants, there was no accounting impact to the Corporation. 

With the new grant date, being the extension approval date, and the maturity date extended to October 31, 2023, the 
weighted average remaining contractual life for the warrants outstanding as of December 31, 2021 was increased to 2.02 
years (2020 – 1 year).

The Corporation deems the Black-Scholes Model appropriate to calculate the fair value of these warrants, considered 
as equity instruments, and uses the following compounded values of a share price at the time of issuance of $0.90 
(2020 – $1.36), an exercise price of $1.25 (2020 - $1.25), a risk-free rate of 0.72% (2020 – 0.23%), volatility of 122.33% 
(2020 – 101%), vesting immediately, and an average life of 2.02 years (2020 – 1.45 years) from the extension approval 
date, resulting in a fair value of the warrant of $0.46 (2020 – $0.66). The expected underlying volatility was based on the 
historical data of the Corporation’s shares over a period equivalent to the expected average life of the warrants. 

NOTE 20. NET INCOME (LOSS) PER SHARE

As at December 31, 2021, the Corporation generated a net income of $32,647,150 compared to a net loss of $27,192,662 as 
at December 31, 2020. The net income is mostly attributable to the reclassification of two properties under development, 
as described in Note 6 - Investment Properties.

The calculation of basic net income (loss) per Class "A" common share as at December 31, 2021 was based on the income 
(loss) attributable to common shareholders which corresponds to the income for the year of $32,647,150 (December 31, 
2020 – loss of $27,192,662) and a weighted average number of common shares of 29,714,699 (December 31, 2020  
– 18,981,561).

The calculation of diluted net income (loss) per share on December 31, 2021 was based on the income (loss) (after 
adjusting for interest on the convertible debentures) attributable to net potential common shareholders upon their 
conversion into Class "A" common shares.  As a result, the dilutive net income as at December 31, 2021 was $34,020,949 
(December 31, 2020 – loss of $27,192,662), and a weighted average number of dilutive common shares of 42,689,680 
(December 31, 2020 – 18,981,561). All warrants (Note 19 – Warrants) have not been included in the diluted net income 
due to their anti-dilutive effect. As at December 31, 2020, the dilutive shares were equal to the basic shares due to the 
anti-dilutive effect of deficit accumulated by the Corporation.

As at December 31, 2021 As at December 31, 2020
Weighted Average Exercisable Price Weighted Average Exercisable Price

EXPIRATION DATE NUMBER $ NUMBER $

Beginning balance       9,651,158                    1.25                15,000                     2.00    

Issuance of warrants December 31, 2021       -                    -          9,651,158                     1.25    

Issuance of warrants October 31, 2023       3,744,654a                    1.25                          -                            -    

Issuance of warrants October 31, 2023b       294,118b                  1.25                          -                            -    

Expiration of warrants - -           (15,000)                    2.00    

  13,689,930    1.25     9,651,158             1.25    

a Including 284,952 warrants issued as broker warrant commission.
b Warrants reserved for issuance, along with 294,118 Class ″A″ common Shares (reserved for issuance), for the $200,000 received in advance of the private placement 

offering in January 2022.
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2021 2020
$ $

Net income (loss) 32,647,150 (27,192,662)

Effect of interest on convertible debentures on net income (loss) 1,373,799 -

Net income (loss) adjusted for the effect of dilution 34,020,949 (27,192,662)

Weighted average number of Class ″A″ common shares 29,714,699 18,981,561

Dilutive effect of convertible debentures on weighted average number of common shares 12,974,981 -

42,689,680 18,981,561

Diluted earnings per share 0.80 1.43

NOTE 21. RELATED PARTY TRANSACTIONS

Related parties include the Corporation’s key management personnel. The compensation to key management is  
ether settled in cash or in Class "A" common shares or other instruments as initially agreed upon by key management  
and the Corporation.

The remuneration of key management personnel includes the following:

The calculation of the diluted earning per share of Class "A" common shares is as follows:

2021 2020
$ $

Management fees 901,876 1,059,824

Furthermore, the Corporation had the following operations with one company controlled by a director and with one 
company controlled by an officer:

The Corporation has the following trade and other payables with related parties:

2021 2020
$ $

Consulting fees and professional fees 554,312    264,620

Financing fees     1,207,718          938,819    

2021 2020
$ $

Companies controlled by directors and officers 2,225,651    1,787,624    

Accrual compensation of directors and officers 619,982    892,821    
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The Corporation has additional loans and advances with related parties disclosed in Note 13 - Convertible Debentures 
- and Note 15 - Long-Term Debt. The Corporation accrues a fee of 2% for the personal guarantees given by a director 
on the Corporation’s secured and unsecured liabilities. This 2% fee is recorded as Financing Cost and presented within 
Financing Fees. In January 2022, the director waived and renounced to the payment of such fee, accrued over the 
periods ending in December 2021 and 2020 , thus reducing the associated accrued liability accordingly (refer to Note  
29 - Subsequent Events).

During the year ended December 31, 2021, the CEO subscribed to 1,602,564 units at a price of $0.78 per unit, which were 
issued by the Corporation for a total amount of $1,250,000; each unit comprising one Class "A" common share and one 
warrant entitling the holder to purchase one Class "A" common share at a price of $1.25 per share until October 31, 2023. 
During the year ended December 31, 2021, other key management personnel has also converted part of their remuneration 
and subscribed to 198,719 units at a price of $0.78 per unit, for an amount of $155,000; each unit comprising one Class 
"A" common share and one warrant entitling the holder to purchase one Class "A" common share at a price of $1.25 per 
share until October 31, 2023.

NOTE 22. ADDITONAL INFORMATION – CASH FLOW

The changes in working capital items are detailed as follows:

2021 2020
$ $

Receivables and other receivables (119,910)        299,912    

Prepaids and deposits           (504,340)        (648,207)   

Advances                         -             32,381    

Trade and other payables 847,706 5,100,179    

Income tax payable 263,866             43,866    

 487,322        4,828,131    

Additional cash flow information:

Interest paid          1,041,841        1,294,033    
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NOTE 23. ADDITIONAL INFORMATION – COMPREHENSIVE INCOME (LOSS)

Administrative expenses are composed of the following:

Financing costs are composed of the following:

2021 2020
$ $

Consulting and professional fees 1,269,903    1,327,896

Management fees 901,876 1,059,824

 2,171,779                    2,387,720    

2021 2020
$ $

Interest     1,626,190                      3,468,941        

Financing and other fees      1,122,142                      1,413,229        

    2,748,332                    4,882,170        

NOTE 24. FINANCIAL ASSETS AND LIABILITIES

The carrying amounts and fair values of financial assets and financial liabilities in each category are as follows:

Financial assets and financial liabilities measured at fair value in the consolidated statements of financial position are 
grouped into three levels of a fair value hierarchy. The three levels are defined based on the observability of significant 
inputs to the measurement, as follows:

» Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities

December 31, 2021 December 31, 2020
CARRYING 
AMOUNT FAIR VALUE CARRYING 

AMOUNT FAIR VALUE

Financial assets $ $ $ $

Financial assets at amortized cost

Cash 437,936    437,936              81,861              81,861    

Receivables and other receivables 2,581,284 2,581,284     2,826,989        2,826,989    

Refundable deposits         1,635,620    1,635,620     1,540,604    1,540,604

 4,654,840    4,654,840     4,449,454 4,449,454

Financial assets at FVTPL

Investment in a private company         -        -     250,000            250,000    

Total financial assets 4,654,840 4,654,840 4,699,454 4,699,454

Financial liabilities

Financial liabilities at amortized cost

Trade and other payables 5,951,958 5,951,958 6,563,159 6,563,159

Convertible debentures      16,588,327      16,588,327    5,109,105    5,109,105    

Bank mortgages         3,005,653         3,005,653        4,717,696          4,717,696    

Long-term debt 31,177,135 31,177,135 32,988,018 32,988,018

Total financial liabilities 56,723,073    56,723,073 49,377,978 49,377,978
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» Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 
directly or indirectly

» Level 3: unobservable inputs for the asset or liability.

The net carrying amounts of cash, receivables and other receivables, refundable deposits, and trade and accrued liabilities 
are considered a reasonable approximation of fair value since all amounts are short-term in nature. The estimated fair 
value of the bank mortgages, long-term debts, and convertible debentures was calculated based on the discounted value 
of future payments using interest rates that the Corporation could have obtained as at the reporting date for similar 
instruments with similar terms and maturities. The fair value of the bank mortgages, long-term debts and convertible 
debentures is equivalent to its carrying amount and is categorized in Level 2. 

NOTE 25. FINANCIAL INSTRUMENT RISK

The Corporation is exposed to various risks in relation to financial instruments.

The main types of risks are interest rate risk, credit risk, liquidity and availability of capital risk and liquidity of real estate 
risk. The following analysis enables users to evaluate the nature and extent of the risks at the end of the reporting period.

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in the market interest rates. Emergia monitors its interest rate exposure on an ongoing basis. The Corporation 
requires financial resources to complete the implementation of its strategy which includes refinancing of short-term debt, 
acquisition of income producing properties and development of currently owned projects. The successful implementation 
of Emergia’s strategy will require cost effective access to additional funding. There is a risk that interest rates may increase 
which could impact long-term borrowing costs and negatively impact financial performance. As at December 31, 2021 
and December 31, 2020, bank mortgages, convertible debentures, long-term debts are at fixed interest rates, and the 
refinancing of any short-term debt underway is expected to reduce the current interest rates, therefore mitigating the 
Corporation’s risk to interest rates.

Credit risk

Credit risk is the risk of financial loss to the Corporation if a customer or counterparty to a financial instrument fails to 
meet its contractual obligations. The maximum exposure to credit risk is the full carrying value of the financial instrument. 
Exposure to credit risk relates to cash, receivables and other receivables. Emergia is exposed to credit risk resulting from 
the possibility that counterparties could default on their financial obligations to the Corporation. Emergia mitigates the 
risk of credit loss through careful selection of tenants and look to obtain national tenants or tenants in businesses with 
a long-standing history or perform financial background checks including business plan reviews for smaller tenants. 
We manage our concentration risk by renting to an expansive tenant base, with no dependency on rents from any one 
specific tenant. The maximum exposure as at December 31, 2021 and December 31, 2020 is the carrying amount of these 
instruments, the credit risk is not significant.

Liquidity and Capital Availability Risk

Liquidity risk is the risk that Emergia cannot meet a demand for cash or fund its obligations as they come due. The 
Corporation manages its liquidity needs by monitoring scheduled debt servicing payments for short and long-term 
liabilities as well as forecasting cash inflows and outflows due in day-to-day business. The data used for analyzing 
these cash flows is consistent with that used in the contractual maturity analysis below. The Corporation’s funding is 
provided in the form of short and long-term debts as well as the issuance of shares and other equity instruments, and  
convertible debentures. 
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The Corporation’s financial liabilities have contractual maturities as summarized below:

As at December 31, 2021, the Corporation was either in compliance with or had received accommodations from its 
creditors with respect to their debt covenants.

The Corporation is mitigating the liquidity risk by negotiating new equity and debt financing, and may also sell certain 
investment properties. Already, in 2022, an important amount of the short-term debt has been reimbursed (refer to 
Note 29 - Subsequent Events). There is no guarantee that the Corporation will succeed in the selling of such properties 
or obtaining additional debt or equity financing or be able to alter the future cash flow forecast. However, with the 
Corporation’s success in 2020 and in 2021 and again in early 2022, to obtain equity financing and to dispose of assets, 
to significantly reduce its short-term debt, and to renegotiate the terms and conditions of its senior debts, Emergia has 
proven its ability to meet its obligations as they become due. Based on its performance to date and the support of its 
lenders and creditors, management believes that the liquidity risk described above is not significant and that there are 
limited material uncertainties related to the Corporation’s capacity to meet its obligations when they become due.

Liquidity of Real Property

An investment in real estate is relatively illiquid. Such illiquidity will tend to limit Emergia’s ability to adjust its portfolio 
promptly in response to changing economic or investment conditions or in the event it seeks to sell real estate assets as 
a source of liquidity. In recessionary times, it may be difficult to dispose of certain types of real estate. The costs of holding 
real estate are considerable and during an economic recession Emergia may be faced with ongoing expenditures with a 
declining prospect of incoming revenue. In such circumstances, it may be necessary for Emergia to dispose of properties 
at lower prices to generate sufficient cash for operations. Considering Emergia’s diversified portfolio, management  
considers this risk as being not significant.

NOTE 26. CAPITAL MANAGEMENT

The Corporation’s primary objective when managing capital is to provide financial capacity and flexibility to meet its 
strategic objectives.

The Corporation’s liquidity needs are for development costs, potential property acquisitions, scheduled debt maturities and 
non-recurring capital expenditures. The Corporation’s strategy is to meet these needs with one or more of the following: 
cash flow from operations, credit facilities, and refinancing opportunities as well as issuances of shares or units.

2021 WITHIN 6 MONTHS 6 TO 12 MONTHS 1 TO 5 YEARS LATER THAN
5 YEARS

Trade and other payables 5,951,958                     -                        -                            -    

Convertible debentures 1,736,533        620,000    18,007,500                         -    

Bank mortgages 46,547    2,959,106    -                         -    

Long term debt 2,443,811    -    33,561,798                         -    

Total 10,178,849  3,579,106       51,569,298                               -    

2020 WITHIN 6 MONTHS 6 TO 12 MONTHS 1 TO 5 YEARS LATER THAN
5 YEARS

Trade and other payables  6,563,159                        -                        -                           -    

Convertible debentures                  -           778,033        5,669,888                            -    

Bank mortgages     162,441           162,441        4,605,159                            -    

Long term debt 25,114,111    865,634     7,133,970                            -    

Total 31,839,711            1,806,108      17,409,017                            -    
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The following schedule details the components of the Corporation’s capital:

2021 2020
$ $

Liabilities

Convertible debentures 16,588,327 5,109,103

Bank mortgages 3,005,653 4,717,696

Long-term debt 31,177,135 32,987,718

Shareholders’ equity

Share capital 80,848,486 73,153,673

Total Capital 131,619,601 115,968,190

Capital Structure (Total Liabilities to Equity) 63 % 59 %

NOTE 27. SEGMENT INFORMATION

The Corporation operates in three different segments of the real estate industry: (i) ownership of revenue-producing multi-
residential, commercial, industrial and office properties ("Rental Income"), (ii) development and sale of investment properties 
("Development Income"), (iii) management of investment properties from associates and joint ventures ("Management 
Fees"). Operating performance of the Corporation is evaluated primarily based on the development of the properties and 
their change in fair value as well as operating income of these three segments. Centrally managed expenses such as 
interest, amortization, and general administrative costs are not included or allocated to operating segment results. As at 
December 31, 2021 and 2020, the Corporation does not have Development Income.

NOTE 28. COMMITMENTS AND CONTINGENCIES

Emergia is involved in litigation and claims which arise from time to time in the normal course of business. None of these 
contingencies, individually or in aggregate, would result in a liability that would have a significant adverse effect on the 
financial position of the Corporation.

Income Producing 
Properties

Properties Under 
Development

Associate and Joint 
Venture Corporationa Consolidation

2021 2020 2021 2020 2021 2020 2021 2020 2021 2020
Total Assets 4,600,000 9,166,775 114,725,000 58,437,439 4,956,460 4,314,527 7,018,644 5,117,079 131,300,104 77,035,820

Rental income 485,532 2,682,745 - - - - - - 485,532 2,682,745

Management 
Fees - - - - - - 69,805 50,000 69,805 50,000

Operating 
income 284,273 1,173,738 - - - - 69,805 50,000 354,078 1,223,738

a Represents the assets and revenues not included in the income producing properties, properties under development and associates and joint ventures, but includes assets
such as properties held for sale, the investment in companies, the receivables and other cash or cash equivalent assets.
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NOTE 29. SUBSEQUENT EVENTS

Acquisition in March 2022 of a 30% Interest in a 6-Plaza portfolio in Ontario

In March 2022, Emergia purchased an interest of approximately 30% of the total value of a portfolio comprised of six 
retail plazas in six cities in Ontario. The portfolio includes approximately 568,000 sq. ft. of gross leasable are ("GLA") that 
is almost fully leased, with an additional development potential of approximately 196,000 sq. ft. of GLA, part of which are 
under negotiations for 2022.

The total purchase price for the acquisition of Emergia’s interest is $41,031,152, which has been paid through the 
assumption of $28,968,732 of existing mortgages, the issuance of 9,776,800 Class "A" common shares at $1.00 per 
share, and the balance being paid in cash, including the deposits of $1,635,620.

Private Placements

On January 10, 2022, Emergia completed the closing of its previously announced private placement and issued an 
additional 4,857,020 units and 250,000 Class "A" common shares for total amount of $3,454,930, composed of $546,862 
in cash and $2,908,067 in payment of outstanding debts. Each unit, issued at $0.68 per unit, was composed of one Class 
"A" common share in the capital of the Corporation and a common share purchase warrant entitling the holder to purchase 
one Class "A" common share at a price of $1.25 per share until October 31, 2023. This closing includes the conversion of an 
important portion of the directors’ and the Management’s accrued compensation for an amount of $990,239 (representing 
1,456,234 units) and the conversion of debts by creditors for an amount of $1,935,671 (representing 2,872,816 units) and 
$546,862 (representing 804,210 units) in cash. 

On April 8, 2022, the Corporation completed another closing of a private placement for a total amount of $1,305,000 in 
cash, composed of $705,000 of unsecured convertible debentures and $600,000 in units of the Corporation at a price of 
$0.80 per unit. The Debentures bear interest at the rate of 8% per year, accruing in arrears, payable semi-annually in cash 
or in Class "A" common shares of the Corporation. The debentures are convertible at the holder’s option into one unit (the 
"Debentures Units") of the Corporation at a conversion price of $0.90. Each Debenture Unit is composed of one Class ″A" 
common share in the capital of the Corporation and two (2) warrants of the Corporation: (i) a warrant of the Corporation 
entitling the holder thereof to purchase one Class "A" common share at a price of $1.25 per share until October 31, 2023 
and (ii) a warrant of the Corporation entitling the holder thereof to purchase one Class "A" common share at a price of 
$1.50 per share until October 31, 2024. In the event that, during the term of the debentures, the volume weighted trading 
price of the Class "A" common shares for the last 20 days on the CSE is equal to, or greater than $1.50 per share, the 
Corporation may then force the conversion of the debentures into Debenture Units. Each unit, issued at $0.80 per unit, 
is composed of one Class "A" common share in the capital of the Corporation and a common share purchase warrant 
entitling the holder to purchase one Class ″A″ common share at a price of $1.25 per share until October 31, 2023.

On April 14, 2022, an holder of unsecured convertible debentures converted an amount of $425,000 of its debentures 
into units of the Corporation at $0.85 per unit, each unit being composed of one Class ″A″ common share in the capital 
of the Corporation and two (2) warrants of the Corporation: (i) a warrant of the Corporation entitling the holder thereof 
to purchase one Class ″A″ common share at a price of $1.25 per share until October 31, 2023 and (ii) a warrant of the 
Corporation entitling the holder thereof to purchase one Class "A" common share at a price of $1.50 per share until 
October 31, 2024.

The Corporation is currently finalizing the accounting implications of the various private placements.

EMERGIA INC. | CONSOLIDATED FINANCIAL STATEMENTS 2021
154



Related Party

In January 2022, a director waived and renounced to the payment of the 2% personal guarantee fee, accrued over the 
periods ending in December 2020 and 2021, and for the part of Q1-2022 for an amount totalling $1,360,000. The associated 
accrued liability is reduced accordingly.

Disposition

In February 2022, the Corporation disposed of half of its 50% interest in the joint venture to its co-shareholder for a price 
of $560,000 in reduction of a debt in the same amount. The Corporation maintained its option to buy back all the shares 
of its partner in the said joint venture until September 2023.
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