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This annual management report of fund performance contains financial highlights but does not contain the 
complete annual financial statements of the investment fund. You can get a copy of the annual 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 
 
INVESTMENT OBJECTIVES AND STRATEGIES 
Priviti Oil & Gas Opportunities 2013 General Partner Corp. is the general partner of Priviti Oil & Gas Opportunities 
Limited Partnership 2013 (the “Fund”). Priviti Capital Corporation (the “Manager”) is the investment fund 
manager and the portfolio manager of the Fund. 
 
The investment objectives of the Fund are to provide unitholders with the opportunity for capital appreciation and 
to distribute to unitholders, at the discretion of the Manager, cash proceeds realized on periodic liquidity events. 
To achieve its investment objectives, the Fund invests in a portfolio of securities of private and public companies 
that operate in the Canadian oil and gas sector. 
 
In the case of private companies, the Manager focuses on companies where there is an opportunity to invest in 
treasury issuances at the time of start-up, or shortly thereafter, or recapitalizations, and where the relevant 
companies have indicated an intention to have a liquidity event in five years or less from the time the Fund 
purchases the company's securities. As the timeline for private companies from start-up to liquidity can be longer, 
the Fund also invests in public companies that the Manager believes offer the opportunity for near-term capital 
appreciation and liquidity. With respect to public companies, the Manager targets companies that are considered 
to be under-valued, securities being issued through a president's list, initial public offerings, or securities that are 
being issued at a time of re-capitalization of a company.  
  
RISK 
The risks of investing in the Fund remain as outlined in the prospectus dated June 19, 2013, which is available 
on our website at www.priviticapital.com or SEDAR at www.sedar.com.  
 
There were no significant changes to the investment objective and strategies that affected the Fund’s overall 
level of risk during the reporting period. The risks of investing in the Fund and the suitability of the Fund for 
investors remain as discussed in the prospectus. 
 
RESULTS OF OPERATIONS  
The Fund’s Class A units had negative returns of 40.3% and Class F units had negative returns of 38.3% for the 
year ended December, 31, 2015. The returns for the period were largely due to the unrealized portfolio losses 
in the Fund’s private company holdings most notably InPlay Oil Corp. and in public company holdings Painted 
Pony Petroleum Ltd., and Boulder Energy Ltd. as well as due to the realized loss on disposition of Strategic Oil 
& Gas Ltd. and Entrec Corporation. The S&P/TSX Capped Energy Total Return Index had a negative return of 
24.1% over the same period.  
 
The past year has continued to be volatile for commodity prices throughout the world.  In North America, the 
benchmark price of crude oil (“WTI”) averaged US$48.70, but the price hit as high as US$61.43 and as low as 
US$34.73 during the year. The continued volatility is related to the global oversupply of oil.  Production during 
the year, specifically in the US, has proven to be much more resilient than most people had originally believed.      
 

http://www.priviticapital.com/
http://www.sedar.com/DisplayProfile.do?lang=EN&issuerType=03&issuerNo=00034467
http://www.priviticapital.com/
http://www.sedar.com/DisplayProfile.do?lang=EN&issuerType=03&issuerNo=00034467
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The beginning of 2016 has not provided much more stability for the price of oil as the market continues to 
digest macro headwinds throughout the world.  Specifically, concerns exist around both developed and 
emerging economies and how a potential slowdown in economic growth would impact oil demand going 
forward.   Despite the challenges, the global economy is still expected to show GDP growth of 2.5% - 3.0% in 
2016, which in turn should show growth in oil demand of 1.0 – 1.2 million barrels per day.  
 
We believe we have finally reached a position where material declines in production will be showing up for 
producers throughout North America.   At the end of the 2015, oil production had declined significantly from the 
peak hit in April 2015, and expectations are that US supply could fall up to 1.0 million barrels per day in 2016 
as producers elect to let production fall as current commodity prices don’t generate economic returns.  In 
addition, we continue to see large scale projects, such as oil sands and offshore deep water, get cancelled as 
current commodity prices don’t warrant their high initial costs.   
    
Outside of North America, we believe there are many countries, especially those within OPEC, which require 
much higher oil prices in order to balance fiscal budgets designed to deliver extensive social programs.  
However, at this point OPEC members seem to be content to let the market balance itself with no intentions of 
cutting production.  Russia, Saudi Arabia and a few other OPEC producers have recently been discussing a 
production “freeze” which would halt production of OPEC and some non-OPEC producers at the January 2016 
level.  While Iran has voiced its support to the recent Saudi-Russia led proposal for a production ceiling, the 
country has indicated that they will not cap their production until they are able to increase to pre-sanction levels 
of 4.0 million barrels per day, which would represent an increase of over 1.0 million barrels per day from their 
2015 production levels. While history has taught us that any coordinated production freeze (let alone 
production cut) is very difficult to achieve, we do find it constructive that countries are now beginning to talk on 
the matter of the current global oversupply.  
 
While there are continued risks to a crude oil price recovery, such as increased Iranian production and 
elevated storage levels, we believe that the supply and demand picture begins to look more balanced in the 
second half of 2016 as material production declines start showing up in North America.  
 
Natural gas prices in North America have not fared much better as a result of a warm winter due to a severe 
“El Nino” system experienced throughout most of North America. Current natural gas inventories remain 
elevated compared to historical levels and production has continued to grow in the US. We believe a continued 
softening of gas prices will occur if we continue to see reduced heating demand due to a warm winter in a 
currently oversupplied market.    
 
In the near term, natural gas prices in North America will remain low as the market looks to digest the robust 
storage levels built during this winter.  In the medium to long term, natural gas demand in the power and 
industrial sectors, exports to Mexico and the potential for exporting Liquefied Natural Gas (“LNG”) should help 
tighten the market against strong supply growth, but it will take time. Natural gas is currently land locked in 
North America and will remain so until meaningful LNG facilities are built, which are proving difficult, 
particularly in Canada.     
 
In Canada, the current low commodity price has been partially offset by a declining Canadian dollar which 
continued to weaken against the US dollar throughout 2015.  We do not expect the Canadian dollar will change 
its course in the near term, especially as fears of a recession in Canada grow.  Other notable news for the energy 
sector was the highly anticipated Alberta royalty review has been concluded with minimal changes to the royalty 
structure.  
 
Portfolio 
As of December 31, 2015, the portfolio consisted of 48.8% private companies, 45.4% public companies, and 
6.8% in cash and cash equivalents. 
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Financial Performance 
Total loss during the year was $4,610,781, the majority coming from an increase in unrealized portfolio loss of 
$2,305,011 and from an increase in realized loss of $2,326,603. Management fees charged to the Fund were 
$210,450 accounting for approximately 47.2% of the total expenses of $445,816. Commissions on portfolio 
transactions were $24,778. The remaining expenses relate to costs incurred for ongoing maintenance of the 
Fund, including service fees, audit and legal fees, administrative expenses, unitholder reporting fees, custody 
fees, and independent review committee fees.  
 
As a result, the Fund had a decrease in net assets from operations of $5,056,597. As at December 31, 2015, 
the Fund’s net assets totaled $7,590,302. 
  
RECENT DEVELOPMENTS 
Portfolio Manager Change 
Effective July 16, 2015, Priviti Capital Corporation became portfolio manager for Priviti Oil & Gas Opportunities 
2013 replacing Cypress Capital Management Ltd. The change in portfolio manager is consistent with prior Priviti 
funds in that once the Fund is fully invested the portfolio management reverts back to Priviti Capital Corporation. 
Priviti Capital Corporation maintains an excellent relationship with Cypress Capital. There will be no change to 
the investment objectives of Priviti Oil & Gas Opportunities 2013 as a result of the portfolio manager change. 
 
Volatility in Commodity Prices  
There has been significant volatility in the price of oil as a result of recent market events and conditions including 
actions taken by OPEC and the rise in oil supply from the US. The OPEC meeting on December 4, 2015 resulted 
in the oil cartel failing to agree on a collective production ceiling and rolling over its current production quota last 
set at 30 million barrels per day. Essentially this was a “do nothing” response to the oversupply of oil and the 
declining benchmarks of oil prices. The main catalyst in the supply equation has been the huge increase in US 
oil supply. The US has dramatically increased their domestic supply of oil over the past 5 years which has (among 
other things) pushed back previously imported supply coming into the US.  Oil supply that was being provided 
by OPEC. We expect to see continued volatility in the price of oil as a result of market uncertainties over supply 
and demand. 
 
RELATED PARTY TRANSACTIONS 
Management and Service 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. The manager 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. Management fees at December 31, 2015 are $210,450 (2014 - $328,644) and the service fee is $58,243 
(2014 - $nil).  
 
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 Statement of Operations; such 
expenses totaled $76,507 (2014 - $91,848) for the year. The Manager, in its discretion, absorbed $51,387 (2014 
- $67,236) 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 December 31, 2015, is $73,114 for the above items. 
 
All fees payable to the Manager in its capacity as investment fund manager are the responsibility of the Priviti 
Oil & Gas Opportunities 2013 General Partner Corp. and not the Fund.  
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Independent Review Committee  
An independent review committee (the “IRC”) has been established by the Fund in accordance with National 
Instrument 81-107 Independent Review Committee for Investment Funds (“NI 81-107”) and 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, to establish written policies and procedures and to request input from 
the IRC on how it manages 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. The Manager received 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. The 
Manager has relied on these standing instructions during the period. IRC fees and expenses were $34,905 (2014 
- $34,988). 
 
FINANCIAL HIGHLIGHTS 
 
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 year ended December 31.  
 
The Fund’s Net Assets per Unit (1)(4) 

 Class A  Class F 
 2015 2014  2015 2014 
Net assets, beginning of period(2) $7.12 $8.96  $7.41 $9.31 
      
Increase (decrease) from operations:(2)       
Total revenue 0.01 0.04  0.01 0.04 
Total expenses (0.26) (0.29)  (0.22) (0.30) 
Realized gains (losses) for the period (1.32) 0.02  (1.32) 0.02 
Unrealized gains (losses) for the period(1) (1.30) (1.13)  (1.30) (1.18) 

Total increase (decrease) from operations(2) (2.87) (1.36)  (2.83) (1.42) 
      
Distributions:(2)      
From capital gains  - (0.19)  - (0.19) 
Return of capital  - (0.29)  - (0.29) 

Total annual distributions(3) - (0.48)  - (0.48) 
      
Net assets, end of period(2) $4.25 $7.12  $4.58 $7.41 

 

(1) This information is derived from the Fund’s audited annual financial statements.  
(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.  
(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 Statement of 

Changes in Net Assets and therefore may not add. 
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Ratios and Supplemental Data 
 Class A  Class F 

 2015 2014  2015 2014 
Total net asset value(1) 6,307,976 10,569,706  1,282,326 2,077,193 
Number of units outstanding(1) 1,484,369 1,484,369  280,150 280,150 
Management expense ratio(2) 4.24% 2.97%  3.49% 2.96% 
Management expense ratio before absorptions 

and offering costs(2) 4.75% 3.40% 
 

3.98% 3.39% 
Trading expense ratio(3) 0.24% 0.28%  0.23% 0.28% 
Portfolio turnover rate(4) 20.79% 70.36%  20.79% 70.36% 
Net asset value per unit $4.25 $7.12  $4.58 $7.41 

 
(1) This information is provided as at December 31 of the year shown. 
(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 $51,387 (2014 – $67,236) 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. Had offering cost not been 
waived, the MER would have been as noted above.  

(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 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 at 
December 31, 2015 are $210,450 (2014 - $328,644) and the service fee is $58,243 (2014 - $nil). 
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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 chart shows the performance of each class of units. The bar chart shows, in percentage terms, 
how much an investment made during the period. 
 
The negative returns for the period are largely the result of the unrealized portfolio losses in the Fund’s public 
company holdings. 
 
                                            Class A(1)                                                                     Class F(1) 

  
 

(1) For the 6 months ended December 31, 2013, for the year ended December 31, 2014 and for the year ended December 31, 2015. 
 

   Annual Compound Returns 
The table shows compound returns for the Fund to the S&P/TSX Capped Energy Total Return Index 
 

 The Fund  
 

Class A Class F 

S&P/TSX Capped 
Energy Total 

Return Index(1) 
For the year ended December 31, 2015 (40.32%) (38.27%) (24.13%) 
For the year ended December 31, 2014 (16.14%) (16.18%) (16.34%) 
For the six months ended December 31, 2013 (6.49%) (2.95%) 13.82% 
Since inception (from June 28, 2013 to Dec 31, 2015) (26.08%) (12.76%) (19.34%) 

 
(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. 
  

(6.49)%

(16.14)%

(40.32)%

2013 2014 2015

(2.95)%

(16.18)%

(38.27)%

2013 2014 2015
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SUMMARY OF INVESTMENT PORTFOLIO  
 
Portfolio breakdown 

 

% of Net 
Asset 
Value 

Equities  
Private companies 48.78% 
Public companies 45.41% 

Total equities 94.19% 
Cash 6.81% 
Total portfolio assets 101.00% 
Liabilities, net of other assets     (1.00)% 
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 December 31, 
2015, all holdings have been presented. 

 

Holdings(1) 

 
% of Net 

Asset Value 

Steppe Resources Inc. 11.86% 
Avalon Oil & Gas Ltd. 9.22% 
Certarus Ltd. 9.06% 
InPlay Oil Corp. 7.90% 
Tamarack Valley Energy Ltd. 7.60% 
Spartan Energy Corp. 6.80% 
Blackspur Oil Corp. 5.93% 
Leucrotta Exploration Inc. 5.76% 
Marquee Energy Ltd. 4.95% 
Painted Pony Petroleum Ltd. 4.13% 
Torc Oil & Gas Ltd. 4.12% 
Storm Resources Ltd. 4.02% 
Trinidad Drilling Ltd. 3.62% 
Rolling Hills Energy Ltd. 2.83% 
RMP Energy Inc. 2.63% 
ConleyMax Inc. 1.98% 
Boulder Energy Ltd. 1.78% 

 
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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