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CAUTION REGARDING FORWARD-LOOKING
STATEMENTS
This report may contain forward-looking statements about the Fund, including
its strategy, expected performance and condition. Forward-looking statements
include statements that are predictive in nature, that depend upon or refer
to future events or conditions, or that include words such as “expects,”
“anticipates,” “intends,” “plans,” “believes,” “estimates,” or negative versions
thereof and similar expressions.
In addition, any statement that may be made concerning future performance,
strategies or prospects, and possible future action, is also a forward-looking
statement. Forward-looking statements are based on current expectations and
projections about future events and are inherently subject to, among other
things, risks, uncertainties, and assumptions about the Fund and economic
factors.
Forward-looking statements are not guarantees of future performance, and
actual events and results could differ materially from those expressed or implied
in any forward-looking statements made by the Fund. Any number of important
factors could contribute to these digressions, including, but not limited to,
general economic, political and market factors, interest and foreign exchange
rates, global equity and capital markets, business competition, technological
change, changes in government regulations, unexpected judicial or regulatory
proceedings, and catastrophic events. We stress that the abovementioned list
of important factors is not exhaustive. We encourage you to consider these and
other factors carefully before making any investment decisions, and urge you
to avoid placing undue reliance on forward-looking statements. Further, you
should be aware of the fact that the Fund has no specific intention of updating
any forward-looking statements whether as a result of new information, future
events or otherwise, prior to the release of the next Management Report of
Fund Performance.
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INTERIM MANAGEMENT REPORT
OF FUND PERFORMANCE
The management report of fund performance presents the views of the
manager and the portfolio management team concerning significant factors
and developments that have affected the Fund’s performance and outlook.

consolidating pattern following strong 2017 performance. The Fund performed
roughly in line with the S&P/TSX Preferred Index.

Please read the caution on the inside of the cover page regarding forwardlooking statements.

The dollar price of rate reset securities in the Fund is less than in passive ETFs –
meaning there’s more runway in a rising-rate environment and as issuer credit
quality improves. However, this has slightly detracted from return overall.

On March 31, 2018, Redwood Asset Management (“Redwood”) was
amalgamated into Purpose Investments Inc. (“Purpose”).

No major contributors or detractors existed over the period as the Fund had a
flat performance, aforementioned.

INVESTMENT OBJECTIVES AND STRATEGIES

On March 31, 2018, Redwood Asset Management (“Redwood”) was
amalgamated into Purpose Investments Inc. (“Purpose”).

The Fund investment objectives are to: (i) provide holders of Units
(“Unitholders”) with monthly cash distributions, and (ii) maximize the total
return to Unitholders over time, by investing in an actively managed portfolio
(the “Portfolio”) comprised primarily of preferred shares of Canadian issuers.
The Portfolio will be actively managed by the Manager and will seek to
capitalize on historically attractive yields accessible in the preferred share
market when compared to Government of Canada bonds of similar duration.
Not less than 80% of the Total Assets will be invested in Canadian preferred
securities, with a minimum of 80% of the Total Assets invested in Investment
Grade securities. The Manager intends to invest the Portfolio throughout the
life of the Fund in a manner consistent with the criteria in 2016 for a P-2 (low)
f rating of the Units. The Fund will invest primarily in Canadian preferred
securities issued by companies in the financial services sector, as well as energy,
industrials, utilities, pipelines, health care and telecommunications sectors and
other such sectors deemed appropriate by the Manager.
Purpose Investments Inc. (“Purpose”), is the manager of the Fund (the “Manager”).
The Fund may also employ leverage up to 25% of the total assets of the Fund.

RISK
The risks of investing in the Fund are disclosed in the Fund’s prospectus and
there have been no significant changes during the period that affected the
overall level of risk associated with the Fund.

RESULTS OF OPERATIONS
The net asset value per unit as at:
June 30,
2018
($)
28.75
29.11

December 31,
2017
($)
29.26
29.44

Class A Units
($)
0.1146
0.1146
0.1146
0.1146
0.1146
0.1146
0.6876

Class T Units
($)
0.1146
0.1146
0.1146
0.1146
0.1146
0.1146
0.6876

Class
Class A
Class T

INVESTMENT PERFORMANCE
During the period, the Fund paid distributions as follows:
Month
January
February
March
April
May
June
Total

The Canadian preferred shares asset class, overall, contributed a muted
performance over the first half of 2018, with preferred shares entrenched in a

MANDATORY MARKET PURCHASE PROGRAM
In order to enhance liquidity and provide market support for the Class T units,
the Fund has the ability to repurchase Class T units under a mandatory market
purchase program (“MMPP”). Under the MMPP, Class T units are repurchased
at their market price, the Fund has purchased 250,400 units at an average price
of $29.00 over the period ended June 30, 2018.

LEVERAGE
The Fund may employ leverage in an amount up to 25% of total assets for the
purpose of: purchasing additional securities for the Portfolio, effecting market
purchases of Class T units, maintaining liquidity and funding redemptions.
During the period ended June 30, 2018, the minimum and maximum amount
borrowed was $6,643,722 and $9,210,155 (December 31, 2017 – $nil and
$23,470,666), respectively; the percentage of total assets of the Fund that the
borrowing represented at June 30, 2018 was 14% (December 31, 2017 – 10%);
and the terms of the borrowing were based on the Federal Funds rate plus
a spread. As at June 30, 2018, the interest rate was 2.37% (December 31,
2017 – 1.75%). The borrowings were used to purchase additional securities in
the portfolio. Investments are used as collateral against the borrowed funds.

RECENT DEVELOPMENTS
The Portfolio Manager (the Manager) was changed in May. The Fund is now
managed by Purpose Investment Partners Inc. The Manager continues to favour
the preferred share asset class because of the relative value compared with
straight debt of high-grade debt issuers, especially considering the favourable
tax treatment of preferred equity.
The Fund continues to be positioned for higher interest rates on a 12-month
time horizon and has a higher proportion of rate-reset or floating-rate securities.
The Manager favours the preferred share asset class because of the relative
value compared with straight debt of high-grade debt issuers, especially after
taking into account the favourable tax treatments of preferred equity.
The asset class performs well in rising-rate environments and most recently
has lagged behind in the upward movement in bond yields seen since the start
of 2018. The Manager believe this represents an opportunity. The Manager will
focus on credit quality and risk management which will become more apparent
in a bearish environment, opposed to a flat-to-bullish fixed income market.
The members of the Independent Review Committee as at December 31,
2017 were Douglas G. Hall (Chair), Randall C. Barnes, and Michael Hollend.
On February 5, 2018 Michael Hollend ceased being a member of the
Independent Review Committee. The vacant position was filled by
Jean M. Fraser on May 18, 2018.

RELATED PARTY TRANSACTIONS
Purpose is deemed to be a related party as Manager of the Fund. Please refer
below to the “Management Fee” section for fees paid to Purpose. Purpose
has also appointed an Independent Review Committee (“IRC”) as required
by National Instrument 81-107 Independent Review Committee for Investment
Funds. The mandate of the IRC is to review, and provide input on, the Manager’s
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written policies and procedures that deal with conflict of interest matters in
respect of the Funds. IRC members receive fees and reimbursement of expenses
for services provided to the Fund and other Purpose managed funds and
such costs are allocated among all the Funds on a fair and reasonable basis.
The fees for services rendered to the Funds are reported in the Statements
of Comprehensive Income. There are no other related party transactions for
the Fund.

FINANCIAL HIGHLIGHTS

INDEPENDENT REVIEW COMMITTEE

Class A
Net assets, beginning of year
Agency and issue expense

The Manager is required to comply with the policies and procedures presented
to the IRC with respect to various potential conflicts of interest including
valuation and the allocation of operating expenses and to provide periodic
reports to the IRC in accordance with NI 81-107.

The following tables show selected key financial information about the Fund
and are intended to help you understand the Fund’s financial performance for
the periods ended December 31, except 2018 which is provided as at June 30:

NET ASSETS PER UNIT (1)
2018 (a)
($)
29.26
–

2017
($)
25.05
–

2016 (b)
($)
25.00 (c)
(0.13)

29.26

25.05

24.87

Increase (decrease) from operations:
Total revenue
Total expenses
Realized gains (losses) for the period
Unrealized gains (losses) for the period
Total increase (decrease) from operations (2)

0.75
(0.43)
0.85
(0.99)
0.18

1.52
(0.89)
2.55
5.16
8.34

0.02
(0.04)
–
0.24
0.22

Distributions:
From investment income
From dividends
From capital gains
Return of capital
Total annual distributions (3)
Net assets, end of year

(0.69)
–
–
–
(0.69)
28.75

–
(0.58)
(2.98)
(0.08)
(3.64)
29.26

–
–
–
(0.05)
(0.05)
25.05

Notes:
(a) Information presented is for the period January 1, 2018 to June 30, 2018.
(b) Information presented is for the period December 19, 2016 (commencement of operations) to December 31, 2016.
(c) Initial offering price.
1. This information is derived from the Fund’s financial statements prepared in accordance with IFRS. For purposes of
unitholder transactions, the Net Asset Value is calculated in accordance with the valuation rules as set out in the Fund’s
prospectus. The Fund’s accounting policies for measuring the fair value of investments and derivatives are consistent
with those used in measuring the Net Asset Value for transactions with unitholders.
2. Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase
(decrease) from operations is based on the weighted-average number of units outstanding over the financial period.
3. Distributions were paid in cash or reinvested in additional units of the Fund.

RATIOS AND SUPPLEMENTAL DATA
Class A (5)
Total net asset value ($) (000’s) (1)
Number of units outstanding (000’s) (1)
Management expense ratio (2)
Management expense ratio excluding issue costs and agency fees (2)
Trading expense ratio (3)
Portfolio turnover rate (4)

2018
12,345
429
2.63%
2.63%
0.29%
30.37%

2017
13,154
450
2.70%
2.70%
0.58%
112.23%

2016
42,064
1,679
2.09%
2.04%
1.28%
0.00%

Notes:
1. The financial information presented in the Ratios and Supplemental Data table is derived from the Fund’s Net Asset
Value and is provided as at December 31 of the year shown, except 2018 which is shown as at June 30.
2. The management expense ratio (“MER”) is calculated as the total expenses, excluding distributions, commissions and
other portfolio transaction costs, for the stated period and is expressed as an annualized percentage of the average
daily NAV of the Fund. The Manager, at its sole discretion, may waive management fees or absorb expenses. Such
waivers and absorptions can be terminated at any time. Without the cost of the leverage and excluding issue costs and
agency fees, the MER would be 2.28% (2017 – 2.26%, 2016 – 2.09%).
3. The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an
annualized percentage of the Fund’s daily average NAV. The trading expense ratio is calculated at the portfolio level and
applies to all classes of units of the Fund.
4. The portfolio turnover rate is based on the lesser of purchases or proceeds of sales of securities for the period, excluding
cash, short-term notes, and bonds having maturity dates at acquisition of one year or less, divided by the average
value of the portfolio securities for the period. The Fund’s portfolio turnover rate indicates how actively the Fund’s
investment advisor manages its portfolio investments. A portfolio turnover rate of 100% is equivalent to the Fund
buying and selling all of the securities in its portfolio once in the course of the year. The higher the portfolio turnover
rate in a year, the greater the trading costs payable in the year and the greater the chance of taxable capital gains
in the year. There is not necessarily a relationship between a high turnover rate and fund performance. The portfolio
turnover rate is calculated at the portfolio level and applies to all classes of units of the Fund.
5. The Class A units of the Fund are not traded on a stock exchange.
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MANAGEMENT FEES

NET ASSETS PER UNIT (1)
Class T
Net assets, beginning of year
Agency and issue expense
Increase (decrease) from operations:
Total revenue
Total expenses
Realized gains (losses) for the period
Unrealized gains (losses) for the period
Total increase (decrease) from operations (2)
Distributions:
From investment income
From dividends
From capital gains
Return of capital
Total annual distributions (3)
Net assets, end of year

2018 (a)
($)
29.44
(0.08)

2017
($)
25.06
(0.16)

2016 (b)
($)
25.00 (c)
(0.13)

29.36

24.90

24.87

0.76
(0.38)
0.83
(0.95)
0.26

1.59
(0.84)
2.70
1.17
4.62

0.02
(0.03)
–
0.24
0.23

(0.69)
–
–
–
(0.69)
29.11

–
(0.93)
(2.02)
(0.11)
(3.07)
29.44

–
–
–
(0.05)
(0.05)
25.06

Notes:
(a) Information presented is for the period January 1, 2018 to June 30, 2018.
(b) Information presented is for the period December 19, 2016 to December 31, 2016.
(c) Initial offering price.
1. This information is derived from the Fund’s financial statements prepared in accordance with IFRS. For purposes of
unitholder transactions, the Net Asset Value is calculated in accordance with the valuation rules as set out in the Fund’s
prospectus. The Fund’s accounting policies for measuring the fair value of investments and derivatives are consistent
with those used in measuring the Net Asset Value for transactions with unitholders.
2. Net assets and distributions are based on the actual number of units outstanding at the relevant time. The increase
(decrease) from operations is based on the weighted-average number of units outstanding over the financial period.
3. Distributions were paid in cash or reinvested in additional units of the Fund.

Purpose manages and administers the business, operations and affairs of the
Fund. As compensation for the services it provides to the Fund, Purpose is
entitled to receive an annual management fee in an amount equal to 0.70%
of the NAV of the Class A units, and 0.70% of the Class T units, and an amount
equal to the Contingent Agents Fee, plus applicable taxes. The management
fees are calculated daily and paid monthly in arrears. Purpose utilizes 100% of
the management fees to pay investment advisory fees, agency fees, general and
administrative expenses and earn revenue.

PAST PERFORMANCE
Please note that the performance information shown in this section assumes
that all distributions made by the Fund, if any, in the period shown were
reinvested in additional securities of the Fund. It does not take into account
sales, redemptions, distributions or other optional charges, or income
taxes payable by any investor, which would have reduced the returns. The
performance of the Fund in the past does not necessarily indicate how it will
perform in the future.

YEAR-BY-YEAR RETURNS
The bar charts show the performance of each Class of units for the financial
period in percentage terms, indicating how much an investment made on
the first day of the period would have grown or decreased by the last day of
the period.

Class A Units
NAV

Class T Units
NAV

22.7%

23.4%

30%
20%

RATIOS AND SUPPLEMENTAL DATA
Class T
Total net asset value ($) (000’s) (1)
Number of units outstanding (000’s) (1)
Management expense ratio (2)
Management expense ratio excluding issue costs and agency fees (2)
Trading expense ratio (3)
Portfolio turnover rate (4)
Closing market price ($)

2018
34,754
1,194
2.03%
1.79%
0.29%
30.37%
28.06

2017
42,389
1,440
2.40%
1.85%
0.58%
112.23%
28.93

2016
18,061
720
1.35%
1.30%
1.28%
0.00%
25.57

10%
0%

0.6%
2018 (1)

1.2%

0.4%
2017

0.6%

2016 (2)

1. Return for the period January 1, 2018 to June 30, 2018.
2. Return for the period December 19, 2016 to December 31, 2016.

Notes:
1. The financial information presented in the Ratios and Supplemental Data table is derived from the Fund’s Net Asset
Value and is provided as at December 31 of the year shown, except 2018 which is shown as at June 30.
2. The management expense ratio (“MER”) is calculated as the total expenses, excluding distributions, commissions and
other portfolio transaction costs, for the stated period and is expressed as an annualized percentage of the average
daily NAV of the Fund. The Manager, at its sole discretion, may waive management fees or absorb expenses. Such
waivers and absorptions can be terminated at any time.
3. The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an
annualized percentage of the Fund’s daily average NAV. The trading expense ratio is calculated at the portfolio level and
applies to all classes of units of the Fund. Without the cost of the leverage and excluding issue costs and agency fees,
the MER would be 1.44% (2017 – 1.42%, 2016 – 1.35%).
4. The portfolio turnover rate is based on the lesser of purchases or proceeds of sales of securities for the period, excluding
cash, short-term notes, and bonds having maturity dates at acquisition of one year or less, divided by the average
value of the portfolio securities for the period. The Fund’s portfolio turnover rate indicates how actively the Fund’s
investment advisor manages its portfolio investments. A portfolio turnover rate of 100% is equivalent to the Fund
buying and selling all of the securities in its portfolio once in the course of the year. The higher the portfolio turnover
rate in a year, the greater the trading costs payable in the year and the greater the chance of taxable capital gains
in the year. There is not necessarily a relationship between a high turnover rate and fund performance. The portfolio
turnover rate is calculated at the portfolio level and applies to all classes of units of the Fund.
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SUMMARY OF INVESTMENT PORTFOLIO
As at June 30, 2018

SECTOR MIX

Financials
Energy
Utilities
Telecommunication Services
Information Technology
Industrials
Equity Forward Agreement
Cash and Cash Equivalents
Net Other Assets
Total Net Asset Value

TOP 25 HOLDINGS
% of Fund’s
Net Asset Value
78.9
29.7
8.2
1.3
1.1
0.2
0.1
(2.6)
(16.9)
100.00

Toronto-Dominion Bank (The)
Enbridge Inc.
Brookfield Asset Management Inc.
Royal Bank of Canada
TransCanada Corp.
Bank of Montreal
Power Financial Corp.
National Bank of Canada
Bank of Nova Scotia
Fortis Inc.
Manulife Financial Corp.
Fairfax Financial Holdings Ltd.
Pembina Pipeline Corp.
AltaGas Ltd.
Intact Financial Corp.
Emera Inc.
Sun Life Financial Inc.
Husky Energy Inc.
ECN Capital Corp.
Canadian Imperial Bank of Commerce
BCE Inc.
Brookfield Renewable Power Preferred Equity Inc.
Thomson Reuters Corp.
Brookfield Office Properties Inc.
Capital Power Corp.

% of Fund’s
Net Asset Value
19.8
13.1
10.7
9.6
8.0
6.1
5.9
5.0
4.3
3.8
3.6
3.5
3.5
3.0
2.7
2.4
2.3
2.2
2.2
1.5
1.3
1.2
1.1
0.9
0.8

The investment portfolio may change due to ongoing portfolio transactions. An updated listing is available quarterly.
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INTERIM FINANCIAL STATEMENTS ( unaudited)
NOTICE TO UNITHOLDERS
Purpose Investments Inc., the Manager of Canadian Investment Grade Preferred
Share Fund (P2L) (the “Fund”), appoints independent auditors to audit the
Fund’s annual Financial Statements. Under Canadian securities laws (National
Instrument 81-106), if an auditor has not reviewed the interim Financial
Statements, this must be disclosed in an accompanying notice. The Fund’s
independent auditor has not performed a review of these interim Financial
Statements in accordance with the standards established by the Chartered
Professional Accountants of Canada.
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STATEMENTS OF FINANCIAL POSITION
(unaudited)

STATEMENTS OF COMPREHENSIVE INCOME
( unaudited)

As at:

For the periods ended:
June 30, December 31,
2017
2018
($)
($)

Assets

June 30,
2018
($)

June 30,
2017
($)

1,318,986
611
14,281
(13,383)
1,490,185
–
(1,619,354)

1,717,692
2,335
77,788
(4,945)
2,578,900
2,851
4,567,320

(27,460)
1,163,866
(49,539)
1,114,327

45,378
8,987,319
(1,046)
8,986,273

313,703
130,200
90,371
75,326
15,843
10,320
9,917
8,130
8,083
7,439
6,359
10,981
686,672
427,655

389,884
169,479
135,299
259,606
21,472
5,157
9,917
8,248
8,083
–
6,541
9,990
1,023,676
7,962,597

82,120
345,535
427,655

4,563,875
3,398,722
7,962,597

435,645
1,326,081

869,757
1,415,413

0.18
0.26

5.25
2.40

Income

Investments:
Non-derivative financial assets
Cash and cash equivalents
Receivables:
Dividends
Interest
Investment securities sold
Other receivables
Derivative assets:
Equity forward agreement at fair value (note 5)
Total assets

56,224,701
–

62,502,499
245,675

101,257
5,452
1,718,845
9,200

130,211
4,271

56,433
58,115,888

83,893
62,970,854

4,305

Liabilities
Leverage (note 12)
Payables:
Management fees (note 6)
Director & independent review committee fees (note 6)
Other accrued liabilities
Distributions
Capital units redeemed
Payable for investments purchased
Total liabilities
Net assets attributable to holders of redeemable units

9,210,000

6,643,722

160,529
16,131
326,790
186,505
115,525
1,001,257
11,016,892
47,098,996

166,993
12,972
282,550
217,100
103,961
–
7,427,298
55,543,556

Net assets attributable to holders of redeemable units by class
Class A
Class T
Total

12,344,716
34,754,280
47,098,996

13,154,311
42,389,245
55,543,556

429,381
1,194,060

449,506
1,439,711

28.75
29.11

29.26
29.44

Number of units outstanding (note 4)
Class A
Class T
Net assets attributable to holders of redeemable units per unit
Class A
Class T
The accompanying notes are an integral part of the financial statements.		

Approved on behalf of the Board of Directors of Purpose Investments Inc., as
trustee and manager of Canadian Investment Grade Preferred Share Fund (P2L)

Net gains (losses) on investments and derivatives
Dividend income
Interest for distribution purposes
Income from currency swap agreement
Net realized gain (loss) on foreign exchange transactions
Net realized gain (loss) on sale of investments
Net realized gain (loss) on forward currency contracts
Net change in unrealized appreciation (depreciation) of investments
Net change in unrealized appreciation (depreciation) on equity
forward agreement
Net gains (losses) on investments and derivatives
Foreign exchange gain (loss) on cash
Total revenue
Expenses
Management fees (note 6)
UTF services fee
Interest on loan facility and related expenses
Transaction costs (note 9)
Listing fees
Independent review committee fees (note 6)
Audit fees
Recordkeeping fees
Custodian and fund accounting fees
Legal fees
Unitholder reporting
Other expenses (note 6)
Total expenses
Increase (decrease) in net assets attributable to holders of redeemable units
Increase (decrease) in net assets attributable to holders of redeemable units
by class (note 8)
Class A
Class T
Total
Average number of units outstanding (note 8)
Class A
Class T
Increase (decrease) in net assets attributable to holders of redeemable units
per unit (note 8)
Class A
Class T
The accompanying notes are an integral part of the financial statements.

Som Seif
Director
August 29, 2018

Scott Bartholomew
Director
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STATEMENTS OF CHANGES IN
FINANCIAL POSITION (unaudited)

STATEMENTS OF CASH FLOWS ( unaudited)
For the periods ended:

For the periods ended:

Class A
Net assets attributable to holders of redeemable units at beginning of year
Increase (decrease) in net assets attributable to holders of redeemable units
Redeemable unit transactions
Unit exchanges
Payments for redemption of redeemable units
Net increase (decrease) from redeemable unit transactions
Distributions paid or payable to holders of redeemable units
From investment income
Total distributions to holders of redeemable units
Net increase (decrease) in net assets attributable to holders of redeemable units
Net assets attributable to holders of redeemable units at end of year
Class T
Net assets attributable to holders of redeemable units at beginning of period
Increase (decrease) in net assets from operations
Redeemable unit transactions
Proceeds from redeemable units issued
Unit exchanges
Payments for redemption of redeemable units
Net increase (decrease) from redeemable unit transactions
Distributions paid or payable to holders of redeemable units
From investment income
Total distributions to holders of redeemable units
Net increase (decrease) in net assets attributable to holders of redeemable units
Net assets attributable to holders of redeemable units at end of period
The accompanying notes are an integral part of the financial statements.

June 30,
2018
($)

June 30,
2017
($)

13,154,311
82,120

42,064,398
4,563,875

(560,464)
(32,642)
(593,106)

(31,044,333)
–
(31,044,333)

(298,609)
(298,609)
(809,595)
12,344,716

(504,324)
(504,324)
(26,984,782)
15,079,616

42,389,245
345,535

18,060,633
3,398,722

–
551,054
(7,632,579)
(7,081,525)

564,737
30,268,027
(6,748,500)
24,084,264

(898,975)
(898,975)
(7,634,965)
34,754,280

(1,057,535)
(1,057,535)
26,425,451
44,486,084

Cash Flows from Operating Activities
Increase (decrease) in net assets attributable to holders of
redeemable units
Adjustments for:
Foreign exchange loss (gain) on cash
Net investments purchased
Proceeds from sale of investments
Net realized loss (gain) on sale of investments
Change in unrealized depreciation (appreciation) in value of
investments
Net change in unrealized depreciation (appreciation) on equity forward
agreement
Net change in non-cash working capital balances
Transaction costs

Cash Flows from (used in) Financing Activities
Proceeds from redeemable units issued
Unit exchanges
Payments for units redeemed
Distributions to holders, net of reinvestments
Leverage

Foreign exchange gain (loss) on cash
Increase (decrease) in cash
Cash and cash equivalents, at beginning of period
Cash and cash equivalents, at end of period
Interest received
Dividends received, net of withholding taxes
Interest paid
Dividend expense

June 30,
2018
($)

June 30,
2017
($)

427,655

7,962,597

49,539
(20,054,641)
25,412,836
(1,490,185)

1,046
(112,794,619)
54,935,976
(2,578,900)

1,619,354

(4,567,320)

27,460
63,813
72,846

(45,378)
212,094
252,954

6,128,677

(56,621,550)

—
(9,410)
(7,653,657)
(1,228,179)
2,566,433

564,737
(776,306)
(6,638,058)
(1,422,476)
20,194,301

(6,324,813)

11,922,198

(49,539)
(196,136)
245,675
–
570
1,347,940
91,847
–

(1,046)
(44,699,352)
44,700,398
—
36
1,617,085
134,824
66,967

The accompanying notes are an integral part of the financial statements.
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CANADIAN INVESTMENT GRADE PREFERRED SHARE FUND (P2L)

SCHEDULE OF INVESTMENTS (unaudited)
As at June 30, 2018
Security
Canadian Preferreds – 119.4%
Energy – 29.7%
AltaGas Ltd., Preferred, Series 'E', Variable Rate, Perpetual
Enbridge Inc., 4.00%, Preferred, Series 'H', Perpetual
Enbridge Inc., Preferred, Series '1', Variable Rate, Perpetual
Enbridge Inc., Preferred, Series '3', Variable Rate, Perpetual
Enbridge Inc., Preferred, Series '5', Variable Rate, Perpetual
Enbridge Inc., Preferred, Series '9', Variable Rate, Perpetual
Enbridge Inc., Preferred, Series 'D', Variable Rate, Perpetual
Husky Energy Inc., Preferred, Series '3', Variable Rate, Perpetual
Pembina Pipeline Corp., Preferred, Class 'A', Series 'O', Variable
Rate, Perpetual
Pembina Pipeline Corp., Preferred, Class 'A', Series '3', Variable
Rate, Perpetual
Pembina Pipeline Corp., Preferred, Series '5', Variable Rate,
Perpetual
TransCanada Corp., Preferred, Series '3', Variable Rate,
Convertible, Perpetual
TransCanada Corp., Preferred, Series '7', Variable Rate, Perpetual
TransCanada Corp., Preferred, Series '9', Variable Rate, Perpetual
Financials – 78.9%
Bank of Montreal, 4.00%, Preferred, Class 'B', Series '27',
Perpetual
Bank of Montreal, Preferred, Class 'B', Series '25', Variable Rate,
Perpetual
Bank of Montreal, Preferred, Class 'B', Series '29', Variable Rate,
Perpetual
Bank of Nova Scotia, Preferred, Series '30', Convertible, Callable
Bank of Nova Scotia, Preferred, Series '31', Floating Rate,
Perpetual
Bank of Nova Scotia, Preferred, Series '32', Variable Rate,
Convertible, Perpetual
Brookfield Asset Management Inc., 4.40%, Preferred, Series
'38', Perpetual
Brookfield Asset Management Inc., Preferred, Class 'A', Series
'13', Floating Rate
Brookfield Asset Management Inc., Preferred, Class 'A', Series
'32', Variable Rate, Convertible, Perpetual
Brookfield Asset Management Inc., Preferred, Class 'A', Series
'40', Variable Rate, Perpetual
Brookfield Asset Management Inc., Preferred, Series '34',
Variable Rate, Perpetual
Brookfield Office Properties Inc., 6.15%, Preferred, Class 'AAA',
Series 'N', Perpetual
Canadian Imperial Bank of Commerce, Preferred, Series '39',
Variable Rate, Perpetual
ECN Capital Corp., Preferred, Series 'C', Variable Rate, Perpetual
Fairfax Financial Holdings Ltd., Preferred, Series 'H', Floating
Rate, Perpetual
Great-West Lifeco Inc., Preferred, Series 'N', Variable Rate,
Perpetual
Intact Financial Corp., 5.20%, Preferred, Class 'A', Series '5',
Perpetual
Intact Financial Corp., Preferred, Series '7', Variable Rate,
Perpetual
Manulife Financial Corp., Preferred, Class '1', Series '5', Variable
Rate, Convertible, Perpetual

Number of
Shares/Units/
Par Value

Average
Cost ($)

Fair Value
($)

60,000
101,508
44,500
26,052
40,000
52,507
7,625
41,314

1,451,474
1,824,000
1,384,510
490,951
1,176,226
1,016,674
148,611
916,738

1,413,600
1,866,732
1,395,271
506,711
1,177,926
1,070,618
149,450
1,032,850

25,000

456,181

583,250

13,300

303,004

293,265

31,242

688,105

756,994

2,800
54,700
109,492

47,024
1,056,490
2,225,661
13,185,649

47,824
1,235,126
2,462,475
13,992,092

50,000

1,199,000

1,170,500

8,850

200,293

204,524

64,817
15,250

1,343,720
358,674

1,503,754
358,528

21,325

510,466

506,469

50,000

1,156,000

1,160,500

43,648

938,057

1,005,213

75,000

843,000

1,286,250

60,000

1,472,400

1,477,200

19,640

473,827

480,198

34,500

771,673

805,230

20,000

409,000

401,000

30,000
47,900

716,700
1,049,010

698,700
1,026,497

78,600

1,201,376

1,634,880

8,050

153,272

150,938

49,400

1,225,120

1,200,420

2,000

50,000

49,500

550

13,264

13,360

Number of
Shares/Units/
Par Value

Average
Cost ($)

Fair Value
($)

28,500

711,240

698,535

50,000

702,000

992,750

73,639

1,434,962

1,719,471

25,000
11,800
50,000

626,000
294,292
1,256,500

624,750
271,164
1,186,500

19,000

377,530

370,880

51,092

1,059,393

1,237,959

133,298

2,900,729

3,136,501

51,146

1,052,119

1,202,954

7,500

181,800

181,875

50,000

1,117,000

1,077,500

6,200

154,008

155,682

27,000

671,730

676,350

88,935

1,795,169

2,079,300

88,800

1,830,076

2,079,695

122,000

2,574,395

2,841,380

60,125

1,509,815
34,333,610

1,512,144
37,179,051

5,100

85,119
85,119

102,000
102,000

Information Technology – 1.1%
Thomson Reuters Corp., Preferred, Series 'II', Floating Rate

26,400

367,488
367,488

521,400
521,400

Telecommunication Services – 1.3%
BCE Inc., Preferred, Series 'AA', Variable Rate, Perpetual

31,064

542,428
542,428

606,991
606,991

25,000

567,000

549,000

5,900

102,577

100,831

11,100
45,099
2,000
82,500

277,500
981,029
50,000
1,726,701
3,704,807
52,219,101
52,219,101

281,607
1,067,719
50,260
1,773,750
3,823,167
56,224,701
56,224,701

Security
Manulife Financial Corp., Preferred, Series '25', Variable Rate,
Perpetual
Manulife Financial Corp., Preferred, Series '4', Floating Rate,
Perpetual
National Bank of Canada, Preferred, Series '30', Variable Rate,
Perpetual
National Bank of Canada, Preferred, Series '42', Variable Rate,
Perpetual
Power Corp. of Canada, 5.00%, Preferred, Series 'D', Perpetual
Power Financial Corp., 5.15%, Preferred, Series 'V', Perpetual
Power Financial Corp., Preferred, Series 'P', Variable Rate,
Perpetual
Power Financial Corp., Preferred, Series 'T', Variable Rate,
Perpetual
Royal Bank of Canada, Preferred, Series 'AZ', Variable Rate,
Perpetual
Royal Bank of Canada, Preferred, Series 'BB', Variable Rate,
Perpetual
Royal Bank of Canada, Preferred, Series 'BF', Variable Rate,
Perpetual
Sun Life Financial Inc., 4.45%, Preferred, Class 'A', Series '3',
Perpetual
Toronto-Dominion Bank (The), Preferred, Series 'T', Variable
Rate, Convertible, Perpetual
Toronto-Dominion Bank (The), Preferred, Class 'A', Series 'Z',
Variable Rate, Perpetual
Toronto-Dominion Bank (The), Preferred, Series '1', Variable
Rate, Perpetual
Toronto-Dominion Bank (The), Preferred, Series '3', Variable
Rate, Perpetual
Toronto-Dominion Bank (The), Preferred, Series '5', Variable
Rate, Perpetual
Toronto-Dominion Bank (The), Preferred, Series 'S', Variable
Rate, Convertible, Callable
Industrials – 0.2%
Element Fleet Management Corp., Preferred, Series 'I', Variable
Rate, Perpetual

Utilities – 8.2%
Brookfield Renewable Power Preferred Equity Inc., 5.00%,
Preferred, Series '6', Perpetual
Capital Power Corp., Preferred, Series '1', Convertible, Variable
Rate, Perpetual
Capital Power Corp., Preferred, Series '9', Variable Rate,
Perpetual
Emera Inc., Preferred, Series 'F', Variable Rate, Perpetual
Emera Inc., Preferred, Variable Rate, Perpetual
Fortis Inc., Preferred, Series 'K', Variable Rate, Perpetual
Total Canadian Preferreds – 119.4%
Total Investments
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CANADIAN INVESTMENT GRADE PREFERRED SHARE FUND (P2L)

SCHEDULE OF INVESTMENTS (unaudited) (continued)
As at June 30, 2018
Security
Transaction Costs (note 9)
Total Investments – 119.4%
Equity Forward Agreement – 0.1% (note 5)
Other Assets, less Liabilities – (19.5)%
Net Assets – 100%

Number of
Shares/Units/
Par Value

Average
Cost ($)
(71,889)
52,147,212

Fair Value
($)
56,224,701
56,433
(9,182,138)
47,098,996

The accompanying notes are an integral part of the financial statements.
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CANADIAN INVESTMENT GRADE PREFERRED SHARE FUND (P2L)

NOTES TO THE FINANCIAL STATEMENTS ( unaudited)
1.

THE FUND

Canadian Investment Grade Preferred Share Fund (P2L) (the “Fund”) is an
investment fund established as a trust under the laws of the Province of Ontario
pursuant to a declaration of trust dated November 28, 2016. The manager and
trustee of the Fund is Purpose Investements Inc. (the “Manager” or “Purpose”).
The registered office of the Fund is located at 130 Adelaide Street West,
Suite 1700 Toronto, Ontario M5H 3P5.
On December 19, 2016, the Fund commenced operations with the listing of
Canadian dollar denominated Class T units on the Toronto Stock Exchange
(“TSX”) and the issuance of non-TSX listed Class A units. On December 28, 2017,
Canadian Investment Grade Preferred Share Fund (P2L) – Class T changed
listing venue from Toronto Stock Exchange (TSX) to Aequitas NEO Exchange Inc.
under the ticker symbol RIGP.UN.
The Fund’s financial statements includes the Schedule of Investment as at
June 30, 2018 and the Statements of Financial Position as at June 30, 2018
and December 31, 2017, and the Statements of Comprehensive Income, the
Statements of Changes in Financial Position and the Statements of Cash Flows
for the period ended June 30, 2018 and the period from December 19, 2016
(commencement of operations) to June 30, 2017 (the “financial statement”).
The financial statements were approved for issuance by the Manager on
August 29, 2018.

2.

INVESTMENT OBJECTIVES

The Fund investment objectives are to: (i) provide holders of Units
(“Unitholders”) with monthly cash distributions, and (ii) maximize the total
return to Unitholders over time, by investing in an actively managed portfolio
(the “Portfolio”) comprised primarily of preferred shares of Canadian issuers.

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

BASIS OF PREPARATION
These financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”) as issued by the
International Accounting Standards Board (“IASB”).
The financial statements have been prepared on a going concern basis using
the historical-cost convention. However, the Fund is an investment entity and
primarily all financial assets and financial liabilities are measured at fair value in
accordance with IFRS. Accordingly, the Fund’s accounting policies for measuring
the fair value of investments and derivatives are consistent with those used in
measuring the Net Asset Value for transactions with unitholders.
In applying IFRS, management may make estimates and assumptions that
affect the reported amounts of assets, liabilities, income and expenses during
the reporting periods. Actual results may differ from such estimates. The
preparation of the Fund’s financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts
recognized in the financial statements and disclosure of contingent liabilities.
However, uncertainty about these assumptions and estimates could result in
outcomes that could require a material adjustment to the carrying amount of
the asset or liability affected in future periods.
The Manager has concluded that the Fund has met the additional
characteristics of an investment entity within IFRS 10, Consolidated Financial
Statements.
The financial statements have been presented in Canadian dollars, which is the
Fund’s functional currency.

FINANCIAL INSTRUMENTS
Financial instruments include financial assets and liabilities such as debt and
equity securities, open-ended investment funds and derivatives. The Fund
classifies and measures financial instruments in accordance with IFRS 9,
Financial Instruments (“IFRS 9”). On initial adoption of IFRS 9, there was no
impact to the financial statements of the Fund. Upon initial recognition, financial

JUNE 30, 2018 AND DECEMBER 31, 2017

instruments are classified as fair value through profit or loss (“FVTPL”). All
financial instruments are recognized in the Statement of Financial Position when
the Fund becomes a party to the contractual requirements of the instrument.
Financial assets are derecognized when the right to receive cash flows from
the instrument has expired or the Fund has transferred substantially all risks
and rewards of ownership. Financial liabilities are derecognized when the
obligation is discharged, cancelled and expires. As such, investment purchase
and sale transactions are recorded as of the trade date. Financial instruments
are subsequently measured at FVTPL with changes in fair value recognized in
the Statement of Comprehensive Income – Net unrealized gain (loss).
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. The Fund
includes in this category amounts relating to receivables in respect of amounts
receivables for portfolio securities sold and other short-term receivables.
Other financial liabilities
This category includes all financial liabilities, other than those classified as fair
value through profit or loss. The Fund includes in this category amounts relating
to payables in respect of amounts payable for portfolio securities purchased
and other accrued liabilities.

A financial asset or a financial liability is recognized when the Fund becomes
a party to the contractual provisions of the instrument. Purchases or sales of
financial assets that require delivery of assets within the time frame generally
established by regulation or convention in the market place (regular way trades)
are recognized on the trade date.
Valuation of financial instruments
Financial assets and financial liabilities at fair value through profit or loss
are recorded in the Statements of Financial Position at fair value upon initial
recognition. All transaction costs such as brokerage commissions, incurred in
the purchase and sale of securities for such instruments are recognized directly
in profit or loss. Loans and receivables and other financial liabilities (other than
those classified as fair value through profit or loss) are measured initially at their
fair value plus any directly attributable incremental costs of acquisition or issue.

After initial measurement, the Fund measures financial instruments that
are classified as fair value through profit or loss at fair value. Subsequent
changes in the fair value of those financial instruments are recorded in
unrealized appreciation (depreciation) on investments. The applicable
period change in unrealized appreciation (depreciation) on investments is
included on the Statements of Comprehensive Income. The average cost of
portfolio investments represents the sum of the average cost of each portfolio
investment. For the purposes of determining the average cost of each portfolio
investment, the purchase price of the portfolio investment acquired by the Fund
is added to the average cost of the particular portfolio investment immediately
prior to the purchase. The average cost of a portfolio investment is reduced
by the number of shares or units sold multiplied by the average cost of the
portfolio investment at the time of the sale. The average cost per share or
unit of each portfolio investment sold is determined by dividing the average
cost of the portfolio investment by the s or units held immediately prior to
the sale transaction. Transaction costs incurred in portfolio transactions are
excluded from the average cost of investments and are recognized immediately
in net income and are presented as a separate expense item in the financial
statements. Realized gains and losses from the sale of portfolio investments are
also calculated based on the average costs, excluding transaction costs, of the
related investment.
Loans and receivables and other financial liabilities (other than those classified
as fair value through profit or loss) are measured at amortized cost.
The Fund’s obligation for net assets attributable to holders of redeemable units
is presented at the redemption amount before discount.
The Fund measures its financial instruments, such as equities, bonds and other
interest-bearing investments and derivatives, at fair value at each reporting
date. Fair value is the price that would be received to sell an asset or paid to
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NOTES TO THE FINANCIAL STATEMENTS ( unaudited) (continued)
transfer a liability in an orderly transaction between market participants at the
measurement date. The fair value measurement is based on the presumption
that the transaction to sell the asset or transfer the liability takes place in the
principal market for the asset or liability.
The fair values of each specific type of investments and derivatives are
determined in the following manner:

Portfolio investments
Portfolio investments listed on recognized public securities exchanges are
valued using their last traded market price on the securities exchange when the
price falls within the day’s bid-ask spread. In the circumstance when the close or
last traded price falls outside of the bid-ask spread, then fair value is determined
by using bid price for long positions and ask price for short positions or a
different point within the bid-ask spread that management determines to be
more representative of fair value.

Derivatives

Valuation of forward currency contracts

REDEEMABLE PARTICIPATING UNITS
Redeemable participating units are classified as financial liabilities and are
redeemable at the unitholder’s option at prices based on the Fund’s NAV per
unit at the time of redemption. The amounts are continuously measured at their
redemption value prior to discounts. The Fund’s units do not meet the criteria
in IAS 32 for classification as equity and therefore, have been reclassified and
presented as a financial liability.

FUNCTIONAL AND PRESENTATION CURRENCY
The Fund’s functional currency is the Canadian dollar (unless otherwise
noted), which is the currency of the primary economic environment in which it
operates. The Fund’s performance is evaluated and its liquidity is managed in
Canadian dollars (unless otherwise noted). Therefore, the Canadian dollar is
considered as the currency that most faithfully represents the economic effects
of the underlying transactions, events and conditions. The Fund’s presentation
currency is also the Canadian dollar, unless otherwise noted.

The Fund may enter into forward currency contracts for hedging purposes or
to establish an exposure to a particular currency. Forward currency contracts
are valued at fair value of the gain or loss, if any, that would be realized on
the valuation date if the position in the forward currency contracts were to be
closed out. The gain or loss on forward currency contracts is included in the
Statements of Comprehensive Income.

FOREIGN CURRENCY TRANSLATIONS

Valuation of equity forward agreement

Foreign currency transaction gains and losses on financial instruments
classified as fair value through profit or loss are included in profit or loss in the
Statements of Comprehensive Income as part of the “net gains on investments
and derivatives”.

The value of a forward agreement is the gain or loss that would be realized if,
on the valuation date, the position was closed out. The forward agreement
is valued each day by applying the value of the collateral portfolio versus the
value of the underlying holdings of the forward agreement. The difference in
the valuation is recorded in the Statements of Financial Position as the forward
agreement, at fair value. When the equity forward agreements are closed out,
any gains or losses realized are included in net realized gain or loss on equity
forward agreement.
Other financial assets and liabilities
All trade receivables and other accounts receivable are designated as
receivables. They are recorded at amortized cost, which approximates their
fair value. Similarly, all trade payables and accrued expenses are designated
as financial liabilities and are recorded at amortized cost, which approximates
their fair value.

INCOME RECOGNITION

Interest income for distribution purposes
The interest for distribution purposes shown on the Statements of
Comprehensive Income represents the interest received by the Fund accounted
for on an accrual basis.

Dividend revenue
Dividend revenue is recognized when the Fund’s right to receive the payment
is established. Dividend revenue is presented gross of any non-recoverable
withholding taxes, which are disclosed separately in the Statements of
Comprehensive Income.

Securities lending
The Fund may lend portfolio securities in order to earn additional revenue
from fees paid by the counterparty, which is included on the Statements of
Comprehensive Income. These transactions involve the temporary exchange of
securities as collateral with a commitment to deliver the same securities on a
future date.
The market value of the loaned securities is determined on the close of any
valuation date and any additional required collateral is delivered to the Fund
on the next business day. The securities on loan continue to be included on the
Schedule of Investments and are included in the total value on the Statements
of Financial Position in Investments at fair value.

JUNE 30, 2018 AND DECEMBER 31, 2017

Transactions during the year, including purchases and sales of securities,
income and expenses, are translated into Canadian dollars at the rate of
exchange prevailing on the date of the transaction. Assets and liabilities
denominated in foreign currencies are retranslated at the functional currency
rate of exchange at the reporting date.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS
The key assumptions concerning the future and other key sources of estimation
uncertainty at the reporting date, which have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within
the next financial year, are discussed below. The Fund based the assumptions
and estimates on parameters available when the financial statements were
prepared. However, existing circumstances and assumptions about future
developments may change due to market changes or circumstances arising
beyond the control of the Fund. Such changes are reflected in the assumptions
when they occur.
Fair value of financial instruments
When the fair values of financial assets and financial liabilities recorded in the
Statements of Financial Position cannot be derived from active markets, their
fair value is determined using a variety of valuation techniques that include the
use of valuation models. The inputs to these models are taken from observable
markets where possible, but where this is not feasible, estimation is required
in establishing fair values. The estimates include consideration of liquidity and
model inputs related to items such as credit risk (both own and counterparty’s),
correlation and volatility. Changes in assumptions about these factors could
affect the reported fair value of financial instruments in the Statements of
Financial Position and the level where the instruments are disclosed in the fair
value hierarchy. The models are tested for validity by calibrating to prices from
any observable current market transactions in the same instrument (without
modification or repackaging) when available.
Classification and measurement of investments and application
of the fair value option
In classifying and measuring financial instruments held by the Fund, Purpose
is required to make significant judgments in order to determine the most
appropriate classification in accordance with IFRS 9. Purpose has assessed
the Fund’s business model, the manner in which all financial instruments are
managed and performance evaluated as a group on a fair value basis, and
concluded that FVTPL in accordance with IFRS 9 provides the most appropriate
measurement and presentation of the Fund’s financial instruments.
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NOTES TO THE FINANCIAL STATEMENTS ( unaudited) (continued)
4. REDEEMABLE PARTICIPATING UNITS

6.

The Fund is authorized to issue an unlimited number of classes of units and
an unlimited number of units of each class. The units are redeemable and
transferable. Each unit of a Class entitles the holder to the same rights and
privileges in relation to any other unitholder of that class, subject to the terms
and conditions of the declaration of trust. Unitholders are entitled to vote at
all meetings of all unitholders and at all meetings of unitholders of the same
Class as the units held. Class A units, and Class T units rank equally with respect
to the payment of distributions. The realized and unrealized gains or losses and
income and common expenses of the Fund are allocated on each valuation
date to the unitholders in proportion to the respective prior day net asset
value of each Class of units at the date on which the allocation is made. All
Class specific expenses do not require an allocation.
The Class T units are listed on the NEO Exchange (“NEO”) under the ticker
symbols RIGP.UN. The Class A units are not listed on any exchange.
A holder of Class A units may convert Class A units into Class T units on a weekly
basis at an exchange ratio determined by dividing the net asset value calculated
for fund pricing purposes (“Net Asset Value”) per unit of the unit Class so
converted by the Net Asset Value per unit of the unit Class to be issued on
conversion with an early exchange fee being applied to the exchange ratio for
the first 32 months. After 32 months from the date of closing, the Class A units
will automatically convert to Class T units.
Commencing in 2019, Class T units may be surrendered annually for
redemptions during the period from the first Business Day in December until
5:00 pm (Toronto time) on the second last Business Day in December of each
year. Units will be redeemed at a redemption price equal to the Net Asset Value
per unit for the Class of units being redeemed, less any costs associated with
the redemption. Units may also be redeemed monthly at a redemption price
per unit based on a discount to the market price.
In order to enhance liquidity and provide market support for the Class T units,
the Fund has the ability to repurchase Class T units under a mandatory market
purchase program (“MMPP”). Under the MMPP, Class T units are repurchased
at their market price, the Fund has purchased 250,400 units at an average price
of $29.00 over the period ended June 30, 2018.
Changes in outstanding units during the period ended June 30, 2018 and
December 31, 2017 are summarized as follows:
Number of Units
Outstanding, December 31, 2016
Issued in exchange for other class
Redeemed in exchange for other class
Redeemed
Outstanding, December 31, 2017
Issued in exchange for other class
Redeemed in exchange for other class
Redeemed
Outstanding, December 31, 2017

5.

Class A
1,679,209
–
(1,229,703)
–
449,506
–
(18,805)
(1,320)
429,381

Class T
720,791
1,210,430
–
(491,510)
1,439,711
18,388
–
(264,039)
1,194,060

EQUITY FORWARD AGREEMENT

The Fund has entered into a forward agreement (the “Forward Agreement”)
with the National Bank Financial Inc. (“the Counterparty”), which has a credit
rating of A according to Standard & Poor’s. The Fund is exposed to the credit risk
associated with the Counterparty. As at June 30, 2018, the Fund has pledged
collateral with a market value of $120,000 (December 31, 2017 – $242,393). The
obligations of the Counterparty to the Fund under the Forward Agreement will
be determined by reference to the performance of the Fund. The change in the
fair value of the Fund’s Equity Forward Agreement is directionally consistent
with the change in the non-forward net asset value of the Fund.

JUNE 30, 2018 AND DECEMBER 31, 2017

MANAGEMENT FEES, PROMOTER FEES AND
OTHER EXPENSES

The Class A units are charged a management fee at an annual rate of 0.70%
and Class T units are charged 0.70% of the Net Asset Value of the Fund plus
applicable taxes. The management fee is accrued daily and paid monthly
in arrears. The Investment Advisor is paid a fee by the Manager from these
management fees.
The manager also collects from the Fund an amount equal to the Contingent
Agents Fee. The Contingent Agents Fee is the annual deferred compensation
paid by the Manager to the Agents equal to 1.32% of the aggregate net asset
value of all units that are purchased and cancelled by the Fund under the
mandatory market purchase program.
The Fund is also charged a UTF Services Fee at an annual rate of 0.25% of the
Net Asset Value of the Class T units and 1.05% of the Net Asset Value of the
Class A units. The UTF Services Fee is accrued daily and paid quarterly until
December 19, 2026.
The Fund is also responsible for various expenses relating to its operations
and management. These expense may include, without limitation, items such
as financial reporting, mailing, printing, trustee fees, custodial fees, transfer
agent fees, legal fees, valuation agent fees, audit fees, regulatory fees, and
Independent Review Committee costs. The Fund is also responsible for all taxes,
commissions and other costs of securities transactions and any extraordinary
expenses that it may incur or that may be incurred on its behalf from time to
time. Except for interest and bank charges paid or payable directly by the Fund,
the Manager incurs such expenses on the Fund’s behalf and is then reimbursed
by the Fund for such expenses. The Fund’s common operating expenses
are allocated to unit classes based on the average daily Net Asset Value of
each class.

7.

INCOME TAXES AND WITHHOLDING TAXES

The Fund qualifies and intends to continue to qualify as a mutual fund trust
under the Income Tax Act (Canada) and, accordingly, is subject to tax on its
investment income, including net realized capital gains, for any tax year in
which its net investment income or sufficient net realized capital gains are not
paid or payable to its unitholders as at the end of its tax year. It is the intention
of the Manager that all annual net investment income and sufficient net
taxable capital gains will be distributed to unitholders on a tax year basis such
that no Canadian income taxes are payable by the Fund. As a result thereof,
no provision for income taxes is made in these financial statements.
As at December 31, 2017, the Fund had no capital or non-capital losses for
income tax purposes. Capital losses may be carried forward indefinitely to
be applied against future capital gains. Non-capital losses may be utilized
to reduce taxable income over the twenty years following the year in which
they arise.
The Fund may incur withholding taxes imposed by certain countries on
investment income and capital gains. Such income and gains are recorded on a
gross basis and the related withholding taxes are shown as a separate expense
in the Statements of Comprehensive Income.

8.

INCREASE (DECREASE) IN NET ASSETS FROM
OPERATIONS ATTRIBUTABLE TO HOLDERS OF
REDEEMABLE UNITS PER UNIT

Increase (decrease) in net assets from operations attributable to holders
of redeemable units per unit of each Class is calculated by dividing the
Increase (decrease) in net assets attributable to holders of redeemable units
from operations (excluding distributions), as reported in the Statements of
Comprehensive Income, by the weighted average number of units in issue
during the related period.
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NOTES TO THE FINANCIAL STATEMENTS ( unaudited) (continued)
9.

BROKERAGE COMMISSIONS

Commissions paid to brokers in connection with portfolio transactions are
included in transaction costs in the Fund’s Statements of Comprehensive
Income. Brokerage business is allocated based on which broker can deliver to
the Fund the best trade execution.
Soft dollar arrangements are when trades are allocated to brokers that provide
or pay for, in addition to transaction execution, investment research, statistical
or other similar services. The Investment Advisor does not use soft dollar
arrangements when selecting brokers for trade execution for the Fund.

10. FAIR VALUE INVESTMENTS
IFRS 13 requires disclosures relating to fair value measurements using a threelevel fair value hierarchy. The level within which the fair value measurement is
categorized in its entirety is determined on the basis of the lowest level input
that is significant to the fair value measurement. Assessing the significance of
a particular input requires judgment, considering factors specific to the asset
or liability. The Fund’s hierarchy for disclosing the fair value of its financial
instruments is based on the inputs summarized below:
• Level 1 – valuation based on quoted prices (unadjusted) observed in active
markets for identical assets or liabilities.
• Level 2 – valuation techniques based on inputs that are quoted prices of
similar instruments in active markets; quoted prices for identical or similar
instruments in markets that are not active; inputs other than quoted prices
used in a valuation model that are observable for that instrument; and inputs
that are derived from or corroborated by observable market data by correlation or other means.
• Level 3 – valuation techniques with significant unobservable market inputs.
For assets and liabilities that are recognized in the financial statements on a
recurring basis, the Fund determines whether transfers have occurred between
levels in the hierarchy by reassessing the categorization at the end of each
reporting period.
The following inputs were used in valuing the Fund’s investments and
derivatives at fair values as at June 30, 2018:

Financial assets
Preferreds
Equity forwards
Total financial assets
Total financial assets and liabilities

Level 1
($)

Level 2
($)

Level 3
($)

Total
($)

56,224,701
–
56,224,701
56,224,701

–
56,433
56,433
56,433

–
–
–
–

56,224,701
56,433
56,281,134
56,281,134

The objectives of these policies are to identify and mitigate investment risk
through a disciplined investment process and the appropriate structuring of
each transaction.

Market price risk
Market price risk arises primarily from uncertainties about the future market
prices of instruments held. Market price fluctuations may be caused by factors
specific to an individual investment, or factors affecting all securities traded
in a market or industry sector. All investments present a risk of loss of capital.
The maximum risk resulting from financial instruments is equivalent to their
fair value. The Fund’s most significant exposure to market price risk arises
from its investment in equity securities. If equity prices for these securities had
increased or decreased by 5% as at June 30, 2018 with all other variables held
constant, the Fund’s net assets would have increased or decreased, respectively,
by approximately $2.8 million (December 31, 2017 – $3.1 million). In practice,
actual results may differ from this sensitivity analysis and the difference could
be material.

Interest rate risk
Interest rate risk arises from interest-bearing financial instruments where the
values of those instruments fluctuate due to changes in market interest rates.
The majority of the Fund’s financial assets are equity shares, which are not
interest bearing. As the Fund’s financial liabilities are primarily short term in
nature and generally not interest bearing, the Fund’s exposure to interest rate
risk is considered low.
Concentration indicates the relative sensitivity of the Fund’s performance
to developments affecting a particular industry or geographical location.
Concentrations of risk arise when a number of financial instruments or
contracts are entered into with the same counterparty, or where a number of
counterparties are engaged in similar business activities, or activities in the
same geographical region, or have similar economic features that would cause
their ability to meet contractual obligations to be similarly affected by changes
in economic, political or other conditions.
The Manager manages the risk through diversification and a thorough
understanding of each investment in the portfolio.

Level 1
($)

Level 2
($)

Level 3
($)

Total
($)

62,502,499
–
62,502,499
62,502,499

–
83,893
83,893
83,893

–
–
–
–

62,502,499
83,893
62,586,392
62,586,392

During the periods ended June 30, 2018 and December 31, 2017, there were no
transfers of assets between Level 1, Level 2 and Level 3.

11. FINANCIAL RISKS
In the normal course of business the Fund is exposed to a variety of ﬁnancial
risks: market price risk, interest rate risk, currency risk, credit risk and liquidity
risk. The Fund’s primary risk management objective is to protect earnings and
cash ﬂow and, ultimately, unitholder value. Risk management strategies, as

JUNE 30, 2018 AND DECEMBER 31, 2017

Most of the Fund’s risks are derived from its investments. The value of the
investments within the Fund’s portfolio can ﬂuctuate on a daily basis as a result
of changes in interest rates, economic conditions, commodity prices, and the
market and company news related to speciﬁc securities held by the Fund. The
investments are made in accordance with the Fund’s risk management policies.
The policies establish investment objectives, strategies, criteria and restrictions.

Portfolio concentration risk

The following inputs were used in valuing the Fund’s investments and
derivatives at fair values as at December 31, 2017:

Financial assets
Preferreds
Equity forwards
Total financial assets
Total financial assets and liabilities

discussed below, are designed and implemented to ensure the Fund’s risks and
related exposures are consistent with its objectives and risk tolerance.

Credit risk
Credit risk is the risk that a counterparty to a financial instrument fails to
discharge an obligation or commitment that it has entered into with the Fund.
The Fund is exposed to the risk that a security issuer or counterparty will be
unable to pay amounts in full when due. The Fund’s main exposure to credit risk
is its trading of listed securities. The risk of default is considered minimal as all
transactions are settled and paid for upon delivery using approved brokers.
The Fund may enter into derivative contracts to hedge its exposure to foreign
currencies. The unrealized gain (loss) on forward currency contracts outstanding
with counterparties represents the maximum credit exposure. These
agreements are carried out with counterparties with a credit rating of at least “A”. The Fund has exposure to credit risk with the counterparty in the full amount
at the Equity Forward Agreement Value. At June 30, 2018, the counterparty to
the Equity Forward Agreement had a credit rating of A from Standard & Poor’s.
The Fund may settle the Equity Forward Agreement in whole or in part prior to
the Forward Transaction Date in the event the counterparty’s credit rating is
downgraded. The maximum credit risk of default is $120,000.
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NOTES TO THE FINANCIAL STATEMENTS ( unaudited) (continued)
Liquidity risk
Liquidity risk is the risk of not being able to meet the Fund’s cash requirements
in a timely manner and includes the risk of not being able to liquidate assets at
reasonable prices. This risk mainly arises from the Fund’s exposure to monthly
and annual redemptions. Sufficient notification is required for redemption
requests to allow the Manager to sell investments to raise cash to fund
redemptions. In addition, the Fund retains sufficient cash positions to meet its
daily cash requirements. All liabilities are due within three months except for the
loan facility.

12. LEVERAGE
The Fund may employ leverage in an amount up to 25% of total assets for the
purpose of: purchasing additional securities for the Portfolio, effecting market
purchases of Class T units, maintaining liquidity and funding redemptions.
During the period ended June 30, 2018, the minimum and maximum amount
borrowed was $6,643,722 and $9,210,155, respectively (December 31, 2017 – $nil
and $23,470,666); the percentage of total assets of the Fund that the borrowing
represented at June 30, 2018 was 14% (December 31, 2017 – 10%); and the
terms of the borrowing were based on the Federal Funds rate plus a spread.
As at June 30, 2018, the interest rate was 2.37% (December 31, 2017 – 1.75%).
The borrowings were used to purchase additional securities in the portfolio.
Investments are used as collateral against the borrowed funds.

13. CAPITAL MANAGEMENT
The Fund considers its capital to consist of its issued and outstanding units.
The Fund’s investment objectives are outlined in note 2.
The Fund manages its capital in accordance with its investment objectives
and strategies and the risk management practices outlined in note 11 while
maintaining sufficient liquidity to meet distributions and redemptions. In order
to manage its capital structure, the Fund may adjust the amount of distributions
paid to unitholders. The Fund is not subject to any externally imposed
capital requirements.

14. DISTRIBUTIONS
The Fund pays regular cash distributions to its unitholders on a monthly basis.
The Fund does not have a fixed monthly distribution amount. The amounts of
monthly distributions are based on the Manager’s assessment of anticipated
income received from the portfolio holdings.

15. RELATED PARTY TRANSACTIONS
Redwood is deemed to be a related party as Manager of the Fund. Please refer
to note 6 above for fees paid to Redwood. There are no other related party
transactions for the Fund.
The Manager has appointed the Independent Review Committee (IRC) as
required by National Instruments 81-107 Independent Review Committee for
Investment Fund. The mandate of the IRC is to review, and provide input on,
the Manager’s written policies and procedures that deal with conflict of interest
matters in respect of the Fund. The fees for services rendered to the Fund are
reported in the Statements of Comprehensive Income.
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