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MANAGEMENT’S DISCUSSION & ANALYSIS 
 

SCOPE OF ANALYSIS 

This Management’s Discussion and Analysis (“MD&A”) of Margaux Real Estate Investment Trust 
(“Margaux” or the “Trust”) is intended to provide readers with an assessment of performance and 
summarize the results of operations and financial condition for the periods of six months ended June 30, 
2025. It should be read in conjunction with the interim consolidated financial statements of the Trust of 
June 30, 2025 and the audited annual financial statements ended December 31, 2024. The financial data 
contained in this MD&A has been prepared in accordance with International Financial Reporting 
Standards (“IFRS”) and all amounts are in Canadian dollars. 

Dated August 29, 2025, this MD&A reflects all significant information available as of that date. 

CAUTION REGARDING FORWARD-LOOKING STATEMENTS 

Securities laws encourage companies to present forward-looking information to provide investors with a 
better understanding of the Trust’s future prospects and help them make informed decisions. This MD&A 
contains forward-looking statements about the Trust’s objectives, strategies, financial position, results of 
operations, cash flows and operations, which are based on management’s current expectations, estimates 
and assumptions about the markets in which it operates. 

Statements based on management’s current expectations contain known and unknown inherent risks and 
uncertainties. Forward-looking statements may include verbs such as “believe,” “anticipate,” “estimate,” 
“expect,” “intend” and “assess” or related expressions, used in the affirmative and negative forms. These 
statements represent the Trust’s intentions, plans, expectations or beliefs and are subject to risks, 
uncertainties and other factors, many of which are beyond the Trust’s control. Actual results may vary 
from expectations. The reader is cautioned not to place undue reliance on any forward-looking statements. 

Take note that the forward-looking statements contained in this MD&A describe our expectations as at 
August 29, 2025. 

DESCRIPTION OF THE ISSUER’S BUSINESS 

Margaux is a real estate investment trust incorporated on October 29, 2021. The Trust, through its 
subsidiaries, owns and rents storage spacing As at June 30, 2025, the Trust had 3 self storage sites. The 3 
sites are located in the province of Quebec in the cities of Drummondville, Cowansville and Roxton 
Pond. These self storage units are leased on a month-to-month basis to individuals and corporations. 
Despite a possibility of high turnover of customers, the units are almost continuously fully leased. 

MAJOR EVENTS AND OTHER IMPORTANT FACTS 

On July 22, 2024, the Trust signed an arrangement agreement with Odessa Capital Ltd (“Odessa”) 
pursuant to which the Trust and Odessa intended to complete a reverse takeover transaction (the 
"Transaction") whereby Margaux will acquire all of the issued and outstanding common shares of Odessa 
in exchange of Margaux units. On March 5, 2025, the two (2) entities completed the Transaction and 
Margaux acquired 1,666,666 common shares of Odessa in exchange of 1,666,666 units of Margaux. The 
Trust also assumed 241,667 options of Odessa in exchange of 241,667 options of Margaux. The 
difference between the fair value of the units and options of Margaux and the net assets acquired from 
Odessa, in addition to the professional fees paid in the Transaction, are considered as reverse takeover 
transaction fees. They amount to $952.660. 

On February 11, 2025, the Trust completed a non-brokerage private placement of a value of $3,050,000 
by issuing $1,586,000 convertible debentures (“Debentures”) and $1,464,000 of units (“Units”) following 
the issuance of 1,220,000 Units at $1.20 per unit. The debentures carry interest at 6% payable semi-
annually and mature on February 11, 2030. They are convertible to units of the Trust at a price of $1.40. 
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MAJOR EVENT AND OTHER IMPORTANT FACTS (continued) 

On March 5, 2025, the Trust became a publicly listed company where its units are traded on the TSX 
Venture Exchange under the market symbol ALFA.UN. 

In June 2025, the Trust settled a judicial procedure with a selling price balance debtor. The terms of the 
settlement included an amount of $50,065. This amount was applied on the reimbursement of a selling 
price balance of $200,000 and its accrued and unpaid interest of $25,065. The net amount paid was 
$175,000. Following this settlement, the Trust recorded to income a gain of $50,065 as proceeds from a 
judicial settlement. 

OUTLOOK 2025 

The Trust is constantly looking for acquisitions of self storage buildings with good cash flows. It 
privileges buildings where possible expansion can be realized. The Trust is currently building expansion 
on the Drummondville property where 82 storage rooms will be added. The Trust projects to finish the 
construction expansion during September 2025 with a forecasted construction cost approximating 
$1,900,000. 

QUARTERLY FINANCIAL INFORMATION 

 2025 2025 2024 2024 2024 2024 2023 2023 
 Q2 Q1 Q4 Q3 Q2 Q1 Q4 Q3 
 $ $ $ $ $ $ $ $ 
Storage income 162,768 144,676 145,085 147,779 120,443 122,629 123,507 130,915 
Operating costs 46,860 57,581 51,988 39,121 49,695 46,580 50,682 32,216 
Amortization 51,702 51,702 54,829 50,470 50,465 50,315 53,249 51,685 
Net income (loss) 130,597 (2,880,853) (85,362) 76,344 138,538 (40,411) (131,696) (116,949) 
  
 
Real estate assets 8,166,438 8,113,741 7,645,837 6,479,503 6,422,628 6,121,978 6,132,188 6,116,713 
Total assets 12,625,556 12,935,871 8,672,314 7,358,626 7,391,872 7,251,339 7,296,698 7,056,424 
Total liabilities 7,722,052 8,162,965 4,532,334 3,133,284 3,117,874 3,016,879 3,245,827 2,818,320 
  
 

NON-IFRS FINANCIAL MEASURES 

This document contains a non-IFRS financial measure, which is used to explain the financial results of 
the Trust, namely the Funds From Operations. This measure does not have any standardized IFRS 
meaning and as such may not be comparable to other issuers. The Trust uses this measure as it considers 
that the measure explains better the profitability of its operations. 
 
FUNDS FROM OPERATIONS 

 June 30 June 30 
   3 months   6 months 
   2025   2024   2025   2024  

 $ $ $ $ 

Net operating income 115,908 70,748 203,003 146,797 
Credit facilities interests - - (909) - 
Mortgages interests (40,350) (23,058) (81,896) (47,210) 
Balances of sale interests (3,750) (8,120) (10,000) (14,360) 
Other financing expenses (3,738) (3,700) (6,960) (7,292) 

Funds from operations 68,070 35,870 103,238 77,935 
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FINANCIAL INFORMATION 
 June 30 June 30 
   3 months   6 months 
   2025   2024   2025   2024  

 $ $ $ $ 

Storage income 162,768 120,443 307,443 243,072 
Operating costs 46,860 49,695 104,440 96,275 
Expenses 35,376 (67,790) 3,003,323 48,670 
Net income (loss) 130,597 138,538 (2,750,255) 98,127 
 

OPERATIONS FOR THE QUARTERS ENDED JUNE 30, 2025 AND 2024 

The increase in storage income is explained by the expansion of the properties of Roxton Pond completed 
in October 2024 and Drummondville for which a portion is rented to clients, as well as the increase in 
rental price. The operating costs have decreased in reason of lower repairs and maintenance costs, but 
offset by higher property taxes, insurance and managing costs of properties, result of the expansion of the 
Roxton Pond property. 

The administrative expenses include the unit-based compensation fees, reverse takeover transaction fees, 
professional and administrative expenses, financial expenses and amortization of real estate and 
intangible assets. The unit-based compensation expense is negative at $210,692 explained by a lower 
quotation price of the unit. In 2024, this expense was also negative at $231,000, this time explained by the 
cancellation of options following the resignation of directors. The reverse takeover transaction fees are a 
new element in 2025 and are the result of the professional fees paid on the amalgamation of Margaux and 
Odessa. The administrative expenses of $73,774 mainly include professional fees, quotation fees and 
computer fees. The increase from 2024 is explained by the quotation fees of being since March 5, 2025 a 
publicly traded company. The negative financial expenses of 2025 is the result of a negative change in 
fair value expenses of the convertible debentures in the amount of $158,600 also explained by a lower 
quotation price of the unit. The other components of the financial expenses have varied proportionally in 
function of the higher debts contracted to finance the expansion of the properties. The interest income has 
increased in 2025 following the cash received from the reverse takeover transaction and the issuance of 
the private placement of February 11, 2025. 

OPERATIONS FOR THE PERIODS OF 6 MONTHS ENDED JUNE 30, 2025 AND 2024 

The increase in storage income is explained by the expansion of the properties of Roxton Pond completed 
in October 2024 and Drummondville for which a portion is rented to clients, as well as the increase in 
rental price. The operating costs have increased as a result of higher property taxes, insurance and 
managing costs of properties attributable to the expansion of the Roxton Pond property, but offset by 
lower repairs and maintenance costs. 

The administrative expenses include the same components cited above. The variation between 2025 and 
2024 is mainly explained by the unit-based compensation expense ($796,532), Reverse takeover 
transaction fees ($952,660) and the Change in fair value of convertible debentures ($815,660), this last 
component being parts of the financial expenses. 

The increase in the period of the unit-based compensation expense is explained by a higher trading value 
of the units since December 31, 2024. The reverse takeover transaction fees are the excess of the 
consideration given to the shareholders of Odessa over the net assets obtained in the amalgamation of 
Margaux and Odessa. The financial expenses have increased because of the component Change in fair 
value of convertible debentures. The convertible debentures have a derivative financial instrument as they 
are convertible into units of the Trust. This financial instrument was valued at $328,525 at their issuance 
date on February 11, 2025. As at June 30, 2025, it is valued at $1,144,185 mainly explained by the 
quotation price of the unit on February 11, 2025 [$1.20] and on June 30, 2025 [$2.16]. Because of this 
increase in the quotation price of the unit, the Trust recorded an expense of $815,660. The mortgages 
interest has increased following the financing obtained on the expansion of the properties and those on the 
convertible debentures non existent in 2024. 
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CASH FLOWS AND LIQUIDITY 

  June 30 
    6 months 
     2025   2024  

   $ $ 
Operating activities   88,449 54,779 
Investing activities   295,442 (188,787) 
Financing activities   3,177,818 (21,803) 

Change in cash flows position   3,561,709 (155,811) 
Cash and cash equivalents 
  Beginning of the period   302,010 518,784 
Cash and cash equivalents 
  End of the period   3,863,719 362,973 

Funds used in the operating activities include net storage income less expenses. The change between 2024 
and 2025 is explained by additional revenue obtained from the expansion of properties less higher 
administrative charges and interest expenses as explained before. 

For 2025, the funds obtained from the investing activities represent cash obtained from the reverse 
takeover transaction less cash paid on expansion of current properties. During the first 6 months of the 
year 2025, the Trust made no acquisition. 

Funds obtained from the financing activities, in the amount of $3,177,818, is explained by additional 
financing obtained for the expansion of the properties, the issuance of convertible debentures and units of 
the Trust and debts reimbursement. The proceeds of the private placement will be used to finance new 
acquisitions. 

Up to now, the acquisitions of properties are largely paid by the proceeds of past issuance of units of the 
Trust. For its future acquisitions, management intends to finance them with a larger portion of debts. For 
the expansion of current properties, the Trust will try to obtain additional financing as it was the case in 
2024 for the Roxton Pond property and currently with the Drummondville property. 

The Trust expects to be able to meet all its obligations as they become due. The Trust has sufficient 
liquidity provided by its cash on hand and cash flow from operating activities. The Trust considers that it 
has the ability to obtain funds from raising equity and debt when needed. It also considers that it has the 
ability to refinance or paid debts when they will mature. 
 
CAPITAL STRUCTURE 

The real estate business requires capital in order to fund acquisitions. The Trust is authorized to issue an 
unlimited number of units. During the period ended June 30, 2025, the Trust issued on February 11, 2025, 
following a private placement, 1,220,000 units at a price of $1.20/unit for a gross proceed of $1,464,000. 
It has also issued 41,483 units following the exercise of options for a gross proceed of $49,780. In the 
reverse takeover transaction, the Trust issued 1,666,666 units in exchange of 1,666,666 common shares of 
Odessa. As at June 30, 2025, 7,123,208 units with a book value of $7,827,779 were issued and 
outstanding. 

The Trust also has a unit options plan (“Options”). In the reverse takeover transaction, the Trust granted 
241,667 options in exchange of 241,667 options of Odessa. In March 2025, 41,483 options were 
exercised. As at June 30, 2025, 900,184 Options were outstanding. 

The Trust also finances its acquisitions through debts. As at June 30, 2025, Margaux had mortgages, 
balances of sale and convertible debentures of $3,043,238, $300,000 and $1,305,523 respectively. Interest 
rates on those debts range between 5.0% - 6.0%. Only one mortgage requires a monthly payment of 
principal and interest of $12,450 whereas the other debts require semi annual or annual payments. 
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The Trust has an authorized line of credit of $525,000 with a financial institution, bearing interest at the 
prime rate plus 0.50%. As at June 30 2025, the line of credit has a balance of $0 [December 31, 2024: $0]. 
The line of credit is secured by a first mortgage on a subsidiary's property with a book value of 
$1,500,276, and by a lien on all moveable assets of that subsidiary. 
 
SIGNIFICANT ACCOUNTING POLICIES AND ESTIMATES 

In preparing the Trust's consolidated financial statements, management is required to make estimates, 
exercise judgments and make assumptions that affect the reported amounts of assets, liabilities, income 
and expenses. Actual results could differ from those estimates. 

Business combinations 

Business combinations are recorded based on the acquisition method where assets acquired as well as 
liabilities assumed are measured at their fair value at the time of acquisition ("net assets"). If the 
consideration paid is greater than the fair value of net assets, the excess is recorded as goodwill. If the 
consideration paid is less, the difference is directly recorded to the statement of income and 
comprehensive income. Results of operation of an acquired business are included in the Trust's 
consolidated financial statements from the date of the business acquisition. Business acquisition and 
integration costs are expensed as incurred and included as acquisition costs in the statement of income 
and comprehensive income. 

Revenue recognition 

The revenues from storage services include payments received from users under service contracts 
determined under IFRS 16 "Leases". The service contracts are on a month-to-month basis and can be 
terminated by the users without penalties or obligations upon vacating the storage room. Storage facility 
services revenue are recorded as per the service contracts and starts when the tenant has the right to use 
the rental spacing area. The non refundable deposits obtained at the signature of all new contracts are 
recorded similarly. Interest revenue are recorded when earned. 

RISKS AND UNCERTAINTIES 

Interest rate risk The interest rate risk, for which the Trust has an exposure, concerns its mortgages, 
selling price balance and convertible debentures. These financial instruments with a fixed-rate of interest 
expose the Trust to a fair value risk. One mortgage and the sales price balance have a fixed interest rate 
until maturity. This reduces the market rate volatility risk. The other mortgage has a variable interest rate. 
In 2025, the Trust will convert this mortgage with a fixed interest rate. 

Liquidity risk  The Trust is exposed to the risk of being unable to honour its financial commitments by 
the deadlines set out under the terms of such commitments. Senior management manages the Trust's cash 
resources in accordance with the financial forecasts and anticipated cash flows. 

Status of REIT The Trust is required to comply with specific restrictions regarding its activities and the 
investments held by it in order to maintain its real estate investment trust status (“REIT”). Should the 
Trust cease to qualify as a REIT, the consequences could be material and adverse. As well, the Trust 
conducts its affairs in order to qualify as a REIT under applicable tax statutes so that it retains its status as 
a flowthrough vehicle for the particular year. Should the Trust not meet the conditions to qualify as a 
REIT in a particular year, it may be subject to tax similar to a corporation, which may have an adverse 
impact on it and its unitholders, on the value of the units and on its ability to undertake financings and 
acquisitions. This could also materially reduce its distributable cash. Management believes that it 
complies with the REIT rules. 

Operating costs – property tax expenses The Trust exercises control over its operating costs. However 
for the property taxes expense, the Trust is subject to rates and valuations of its properties done by 
government entities. For the 6 months period ended June 30, 2025, property taxes amount to $21,366 
which represents 20.5% of its operating costs. 

Competition The Trust is constantly looking for acquisitions of self storage buildings. This industry has 
many players and competition is high. This situation could result to higher prices to pay for acquisitions, 
to a point where the Trust could give up on acquisitions due to their expensive price. Competition also 
affects prices for rent charged to tenants to a point where the Trust could lose customers. 
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Economic conditions. Adverse economic conditions could affect the Trust. Its revenues could decrease, 
its financing costs increase due to market risk. The Trust tries to finance its acquisitions with fixed 
interest rate debts. 

RELATED PARTY TRANSACTIONS 

Operating costs for the period of six months ended June 30, 2025, include an amount of $21,000 (2024: 
$18,000) paid as administrative cost to an individual related to a shareholder of a company that holds 
units for which a balance of $3,500 was payable as at June 30, 2025. Administrative expenses include an 
amount $13,000 (2024: $9,000) paid as office expense to a company controlled by a trustee for which a 
balance of $2,500 was payable as at June 30, 2025 and $15,119 (2024: $5,016) paid as administrative 
expense to an individual related to a shareholder of a company that holds units for which $2,750 was 
payable as at June 30, 2025. 

Financial expenses include interest in the amount of $5,132 (2024: $7,355) on a debt granted by a 
company that holds units of the Trust. They also include an interest amount of $7,500 (2024: $7,500) on 
debts granted by companies controlled by unitholders. As at June 30, 2025, $7,500 was payable. 

On January 20, 2025, the Trust reimbursed a note payable of $337,622 for which a trustee of Margaux 
acted as an agent of the beneficiary of the note. 

CONTINGENT PAYMENT LIABILITY 

The acquisition of a property in March 2023 includes a maximum contingent payment of $200,000 based 
on the profitability of the operations over the first 5 years and is payable on February 28, 2028. As at June 
30, 2025, the fair value of the contingent payment liability is valued at $153,355 and is based on a 
discount rate of 10%. 

COMMITMENTS 

In October 2024, the Trust began the construction of two (2) properties in Drummondville with an 
estimated cost of $1,900,000. The Trust has obtained a mortgage of $1,700,000 disbursed progressively 
as construction progresses. 

SUBSEQUENT EVENT 

On August 1, 2025, the Trust acquired a self-storage facility located in Saint-Hyacinthe (Qc) for 
$4,675,000 paid entirely in cash. In conjunction with that acquisition, the Trust has obtained a bank loan 
of $1,500,000 at an interest rate of prime + 0.45%. The acquisition was brokered by a licensed real estate 
broker who is a trustee of Margaux. The broker receives a standard broker commission of 1% in the 
amount of $46,750 that was paid by the vendor. The Trust paid no commission on that transaction. 

 


