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This interim management report of fund performance contains financial highlights but does not contain 
the condensed interim financial statements of the investment fund. You can get a copy of the condensed 
interim financial statements at your request, and at no cost, by calling toll-free 1-855-333-9943, by writing 
to us at Priviti Capital Corporation, 850 – 444 5th Avenue SW, Calgary, Alberta, T2P 2T8, or by visiting 
our website at www.priviticapital.com or SEDAR at www.sedar.com.  
  
Unitholders may also contact us using one of these methods to request a copy of the investment fund’s 
proxy voting policies and procedures, proxy voting disclosure record, or quarterly portfolio disclosure.  
 
Management discussion of fund performance 
 
Results of operations 
The Fund’s Class A and Class F units each had returns of 15.2% for the six months ended June 30, 
2014. The returns for the period were largely due to the unrealized portfolio gains in the Fund’s public 
company holdings, most notably PanTerra Resource Corp. and Painted Pony Petroleum Ltd. The 
S&P/TSX Capped Energy Total Return Index had a positive return of 24.1% over the same period. The 
relative performance of the Fund’s units compared to the benchmark index is attributable to the cash drag 
from the remaining uninvested portion of the portfolio and a significant portion of the Fund’s portfolio 
being invested in private companies which are being valued at cost. 
 
The first half of 2014 saw continued strength of global crude oil prices, with the global benchmark price of 
Brent trading in a range of US$104 to US$115. Pricing for comparable crudes in North America continue 
to trade at a discount to the global benchmark due to continued infrastructure bottlenecks throughout the 
North American continent. In the period, the price for WTI, the US benchmark of light crude, traded in a 
range of US$92/bbl to US$107/bbl. Edmonton Par, the Canadian benchmark, saw the benefit of a 
weakening Canadian dollar in the first half of 2014 trading in a range of C$94/bbl to C$109/bbl. We 
expect that we will continue to see volatility in the differentials between benchmark prices of crude oil into 
the future; however, we believe these differentials will stabilize as we have continued to see increased 
transportation of crude by rail, retooling of refineries and upgrades to existing pipelines networks which 
have helped access new markets and stabilize differentials.  
 
Natural gas prices were up considerably in the first half of 2014, as sustained cold weather throughout the 
United States drove natural gas prices as high as US$7.92 per mmbtu in March. Overall, the range of 
natural gas prices in the United States was very volatile ranging from a low of US$3.95 to US$7.92 per 
mmbtu, while the average natural gas price was US$4.86 per mmbtu. The Canadian benchmark for 
natural gas, AECO, was also very volatile over the period and traded in a range of C$3.66 per GJ to 
C$15.95 per GJ, while averaging C$4.84 per GJ. The extreme cold temperatures throughout the 
continent drove inventory levels in Canada and the US well below the 5-year averages at the end of 
March. The focus of the market has now turned to shoulder and summer seasons and whether enough 
gas can be added back into the storage in advance of the next heating season. In the short-term we 
believe that the focus of the market will remain on rapidly increasing storage levels and an increasing 
natural gas production throughout the continent.  
 
Overall, we continue to favour oil and natural gas liquids focused companies that have exposure to the 
most economic resource plays. We will also focus on companies, including energy service companies, 
that are strategically positioned to benefit from increased export activities outside of North America. We 
also believe that increasing infrastructure (particularly rail, pipelines and refineries), combined with a 
softening Canadian dollar, will benefit energy and energy service companies. 
 
Portfolio 
As of June 30, 2014, approximately 78.3% of the net proceeds raised under the offering have been 
invested in equities. Idle cash has been invested in a Canada Housing Trust (“CHT”) floating rate note in 
order to generate interest on unused funds; these notes, which are fully guaranteed by the Canada 
Mortgage and Housing Corp. and backed by the Government of Canada, offer a better yield than 

http://www.priviticapital.com/
http://www.sedar.com/DisplayProfile.do?lang=EN&issuerType=03&issuerNo=00034467
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comparable treasury bills. The CHT note is shown as an investment on the schedule of investment 
portfolio due to its maturity date originally being greater than three months, however it was purchased and 
is used as a cash equivalent by the Portfolio Manager for all intents and purposes.  
 
As of June 30, 2014, the portfolio consisted of 28.8% private companies, 49.2% public companies, 19.7% 
in CHT notes, and 3.1% in cash. 
 
Financial performance 
Total income during the period was $2.6 million, the majority coming from an increase in unrealized 
portfolio gains of $2.0 million and $513,000 in net realized gains. The Fund incurred total expenses of 
$263,000 during the period, with management fees of $159,000 accounting for approximately 60.4%. 
Commissions on portfolio transactions were $26,000. The remaining expenses relate to costs incurred for 
ongoing maintenance of the Fund, including audit and legal fees, administrative expenses, unitholder 
reporting fees, custody fees, and independent review committee fees.  
 
As a result, the Fund had an increase in net assets from operations of $2.3 million. A distribution of 
$841,000 was paid in April as a result of the sale of Renegade Petroleum Ltd. As at June 30, 2014, the 
Fund’s net assets totaled $17.4 million. 
 
Recent developments 
International Financial Reporting Standards 
The Fund adopted International Financial Reporting Standards (“IFRS”), as published by the International 
Accounting Standards Board, in 2014 as required by Canadian securities legislation and the Canadian 
Accounting Standards Board. Previously, the Fund prepared its financial statements in accordance with 
Canadian generally accepted accounting principles as defined in Part V of the CICA Handbook 
(“Canadian GAAP”). There was no significant impact to net assets from the changeover to IFRS with the 
main impact of IFRS on the Fund’s financial statements being a change in the valuation of investments 
from using the last bid price to using the last trade price, additional disclosures in the financial statements, 
and a change in the presentation of unitholders’ equity.  
 
Related party transactions 
Management fees 
Pursuant to a management agreement, the Manager provides management and administrative services 
for which it charges management fees equal to 2.0% annually of the net asset value of the Fund based 
on the quarter opening net asset value of the Fund calculated on the first business day of each quarter, 
payable in advance, plus an amount equal to the service fee. Management fees totalled $159,000 during 
the period.  
 
The Manager is also reimbursed for all expenses incurred on the Fund’s behalf, including legal, audit, 
transfer agency, custodial, operating and administrative costs, unitholder reporting costs, and costs of 
financial and other reporting. All transactions are in the normal course of operations and are recorded at 
the exchange amount. The portion related to reimbursement is reflected in administrative expenses on 
the condensed interim statement of comprehensive income; such expenses totalled $10,000 for the 
period. The Manager, in its discretion, absorbed $42,000 of operating expenses during the period. There 
is no obligation for the Manager to continue to absorb such expenses, nor is there a guarantee that these 
expenses will continue to be absorbed in the future.  
 
Included in accounts payable and accrued liabilities at June 30, 2014, is $136,000 for the above items. 
 
All fees payable to the Manager in its capacity as investment fund manager are the responsibility of the 
General Partner and not the Fund.  
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Independent review committee  
In accordance with National Instrument 81-107 Independent Review Committee for Investment Funds 
(“NI 81-107”), the Fund has an independent review committee (the “IRC”) which is comprised of three 
members, each of whom is independent. The IRC deals with conflict of interest matters presented to it by 
the Manager in accordance with NI 81-107. The Manager is required under NI 81-107 to identify conflicts 
of interest inherent in its management of the Fund and request input from the IRC on how it manages 
those conflicts of interest. NI 81-107 also requires the Manager to establish written policies and 
procedures outlining its management of those conflicts of interest. The IRC provides its recommendations 
or approvals, as required, to the Manager with a view to the best interests of the Fund. During the period, 
the Manager relied on its standing instructions from the IRC with respect to: the valuation of securities 
held in the Fund’s portfolio; the allocation of expenses from the Manager; proxy voting and procedures; 
and net asset value error correction procedures. IRC fees and expenses were $18,000. 
 
Financial highlights 
 
The following tables show selected key financial information about the Fund’s units and are intended to 
help you understand the Fund’s financial performance for the fiscal periods indicated. 
 
The Fund’s Net Assets per Unit (1)(4) 
 Class A  Class F 
 2014 2013  2014 2013 
Net assets, beginning of period(2)(5) $8.96 $9.27  $9.31 $9.62 
      
Increase (decrease) from operations:(2)       
Total revenue 0.03 0.03  0.03 0.03 
Total expenses (0.15) (0.18)  (0.15) (0.18) 
Realized gains for the period 0.29 0.11  0.30 0.11 
Unrealized gains for the period(1) 1.12 0.11  1.18 0.11 

Total increase (decrease) from operations(2) 1.29 0.07  1.36 0.07 
      
Distributions:(2)      
From capital gains  (0.19) (0.12)  (0.19) (0.12) 
Return of capital  (0.29) (0.26)  (0.29) (0.26) 

Total annual distributions(3) (0.48) (0.38)  (0.48) (0.38) 
      
Net assets, end of period(2) $9.78 $8.96  $10.19 $9.31 

 
(1) This information is derived from the Fund’s unaudited condensed interim financial statements for the six months ended June 30, 2014, and the 

audited financial statements for the period ended December 31, 2013, prepared in accordance with Canadian generally accepted accounting 
principles applicable to publicly accountable enterprises. Unrealized gains for 2013 have been adjusted to reflect the adoption of International 
Financial Reporting Standards. 

(2) Net assets and distributions per unit 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. For 2013, the weighted average was 
determined using the initial public offering date of June 28, 2013, rather than based on the partnership formation date of January 25, 2013. 

(3) Distributions were paid in cash. 
(4) This schedule is not a reconciliation of net assets since it does not reflect all of the unitholder transactions as shown on the condensed interim 

statement of changes in net assets attributable to unitholders and therefore may not add. 
(5) Opening net assets for 2013 represents the net proceeds raised from the initial public offering. 
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Ratios and supplemental data 
 Class A  Class F 

 2014 2013  2014 2013 
Total net asset value(1) 14,515,400 13,293,002  2,854,487 2,608,179 
Number of units outstanding(1) 1,484,369 1,484,369  280,150 280,150 
Management expense ratio(2) 2.96% 3.06%  2.93% 3.02% 
Management expense ratio with absorptions 

and offering costs(2) 3.49% 11.36% 
 

3.43% 7.34% 
Trading expense ratio(3) 0.33% 0.69%  0.32% 0.66% 
Portfolio turnover rate(4) 33.21% 16.35%  33.21% 16.35% 
Net asset value per unit $9.78 $8.96  $10.19 $9.31 

 
(1) This information is provided as at June 30, 2014 and December 31, 2013. 
(2) Management Expense Ratio (‘‘MER’’) is based on total expenses (excluding commissions and other portfolio transaction costs) for the stated 

period and is expressed as an annualized percentage of average net asset value during the period. MER has been presented excluding 
offering costs separately as it reflects only ongoing management and operating expenses of the Fund as a percentage of net asset value. 
Offering costs are one-time costs incurred at inception. The Manager, in its discretion, absorbed $41,725 (2013 – $32,718) of operating 
expenses during the period. There is no obligation for the Manager to continue to absorb such expenses, nor is there a guarantee that these 
expenses will continue to be absorbed in the future. The MER, excluding offering costs, would have been 3.49% (2013 – 3.45%) for Class A 
and 3.43% (2013 – 3.40%) for Class F, respectively, had these expenses not been absorbed.  

(3) The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an annualized percentage of daily 
average net asset value during the period.  

(4) The Fund’s portfolio turnover rate indicates how actively the Fund’s portfolio manager 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 a fund’s 
portfolio turnover rate in a year, the greater the trading costs payable by the fund in the year and the greater the chance of an investor 
receiving taxable capital gains in the year. There is not necessarily a relationship between a high turnover rate and the performance of a fund. 
Portfolio turnover is expected to be insignificant over the term of the Fund due to the expected minimal level of reinvestment and the Fund’s 
strategy of distributing net sale proceeds to unitholders following liquidity events. 

 
Management fees 
Pursuant to a management agreement, the Manager provides management and administrative services 
for which it charges management fees equal to 2.0% annually of the net asset value of the Fund based 
on the quarter opening net asset value of the Fund calculated on the first business day of each quarter, 
payable in advance, plus an amount equal to the service fee. The Manager will pay to each registered 
dealer an annual service fee equal to 0.75% of the net asset value per Class A unit for the Class A units 
held by clients of such registered dealer at the end of the relevant quarter (calculated and paid at the end 
of each calendar quarter commencing on March 31, 2015). A service fee will not be payable on the Class 
F units. Management fees totalled $159,000 during the period.  
 
Past performance 
 
The performance data provided assumes that all distributions, if any, made by each class of the Fund’s 
units in the periods shown were reinvested in additional units of the respective class and does not take 
into account sales, distribution or other optional charges, that may be borne by the investor and would 
have reduced returns or performance. Past performance does not necessarily indicate how the Fund will 
perform in the future. 
 
Year-by-year returns  
The following bar charts show the performance of each class of units of the Fund for the six months 
ended June 30, 2014 and the period from June 28, 2013 to December 31, 2013, and illustrates how the 
Fund’s performance has changed from year to year. The bar chart shows, in percentage terms, how 
much an investment made on the first day of each period would have grown or decreased by the last day 
of each period. 
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Class A 

  

Class F 

 

Annual compound returns 
 The Fund  

 

Class A Class F 

S&P/TSX 
Capped Energy 

Total Return 
Index(1) 

Six months ended June 30, 2014 15.16% 15.18% 24.11% 
One year 16.13% 16.17% 41.26% 
Since commencement of operations on June 28, 2013 7.62% 11.69% 40.87% 

 
(1) The S&P/TSX Capped Energy Total Return Index is comprised of constituents whose primary business is related to the exploration, extraction 

or production of natural resources. 
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Summary of investment portfolio 
 
Portfolio breakdown 

 

% of Net 
Asset 
Value 

Equities  
Private companies 28.80% 
Public companies 49.22% 

Total equities 78.02% 
Gov’t guaranteed investments 19.73% 
Cash and cash equivalents 3.14% 
Total portfolio assets 100.89% 
Liabilities, net of other assets (0.89)% 
Net asset value 100.00% 

 
 

(1) Securities regulations require the top 25 holdings to be 
presented. Since there were fewer than 25 holdings as at 
June 30, 2014, all holdings have been presented. 

 

Holdings(1) 

 

% of Net 
Asset 
Value 

Canada Housing Trust 1.640% 
Floating Rate Sept. 15, 2014 19.73% 
Painted Pony Petroleum Ltd.  7.07% 
Steppe Resources Inc.  6.91% 
Marquee Energy Ltd.  6.26% 
Avalon Oil & Gas Ltd.  5.76% 
InPlay Oil Corp.  5.76% 
PanTerra Resource Corp.  5.73% 
Petrowest Corporation  5.44% 
Bellatrix Exploration Ltd.  4.80% 
ENTREC Corporation  4.65% 
Blackspur Oil Corp.  4.32% 
Certarus Ltd.  4.32% 
Essential Energy Services Ltd.  3.97% 
Crocotta Energy Inc.  3.76% 
Spartan Energy Corp.  3.69% 
Cash  3.14% 
Strategic Oil & Gas Ltd.  2.31% 
ConleyMax Inc.  1.73% 
Athabasca Oil Corporation  1.54% 

 
The summary of investment portfolio may change due to ongoing portfolio transactions of the investment 
fund. A quarterly update is available on our website at www.priviticapital.com or can be requested by 
calling 1-855-333-9943, by writing to us at Priviti Capital Corporation, 850 – 444 5th Avenue SW, Calgary, 
Alberta T2P 2T8. 
 
Forward looking statements 
 
Some of the statements contained herein including, without limitation, financial and business prospects 
and financial outlook may be forward-looking statements which reflect management’s expectations 
regarding future plans and intentions, growth, results of operations, performance and business prospects 
and opportunities. Words such as ‘‘may’’, ‘‘will’’, ‘‘should’’, ‘‘could’’, ‘‘anticipate’’, ‘‘believe’’, ‘‘expect’’, 
‘‘intend’’, ‘‘plan’’, ‘‘potential’’, ‘‘continue’’ and similar expressions have been used to identify these forward-
looking statements. These statements reflect management’s current beliefs and are based on information 
currently available to management. Forward-looking statements involve significant risks and 
uncertainties. A number of factors could cause actual results to differ materially from the results discussed 
in the forward-looking statements including, but not limited to, changes in general economic and market 
conditions and other risk factors. Although the forward-looking statements contained herein are based on 
what management believes to be reasonable assumptions, we cannot assure that actual results will be 
consistent with these forward-looking statements. Investors should not place undue reliance on forward-
looking statements. These forward-looking statements are made as of the date hereof and we assume no 
obligation to update or revise them to reflect new events or circumstances. 

http://www.priviticapital.com/
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