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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 objectives 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 most recent year began with strong crude oil markets, however, things quickly slowed as concerns over OPEC’s 
compliance with previously announced production cuts and potential United States supply response weighed on oil prices 
and equity values. Since worldwide storage levels of crude peaked worldwide in early 2017, we have seen a continued 
decline in inventories around the world.   
 
We believe that the fundamentals for crude prices remain strong. The primary source of the draw down in crude stocks 
around the world has been strong demand, led by accelerating global economies. We expect that demand in 2018 will 
continue to outpace supply increases around the world. For their part, OPEC compliance with their cuts has remained 
strong, led by Saudi Arabia.   
 
Outside of OPEC, we have seen continued underinvestment in oil projects globally and we don’t expect that to change in 
the near term. Previously there were significant investments being made into long cycle projects such as offshore drilling 
and oil sands. For the most part projects that were started before 2014 have now been brought on stream, but we are not 
seeing a proportionate number of new long cycle projects being sanctioned at this time. A significant amount of capital 
has been directed to fast cycle projects such as shale production in the United States and most of the worldwide supply 

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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growth will continue to come from the United States. We don’t believe that the growth in the US can continue unabated, 
for a number of reasons. Drilling efficiencies have begun to plateau and even decline in some areas as operators had 
previously focused on drilling their best assets. There are other challenges for US growth including service equipment 
availability and staffing challenges. We have also seen a shift in producer sentiment of how they are deploying capital. 
Many producers are choosing to shift cash flow to share buybacks and dividend increases, rather than increasing their 
production base.  
 
In Canada, we see strong opportunity in oil producers who are starting to see free cash flow come back after a few 
challenging years. Current oil prices deliver significant optionality for producers to deliver returns to shareholders either 
through share buybacks, dividend growth, asset acquisitions or organic growth.  
 
While we believe that the oil markets are fundamentally solid, we exercise caution with natural gas. In the US, there has 
been significant growth in natural gas production. Current forecasts for natural gas production in the US in 2018 will be up 
almost 9% year over year. Domestic demand in the US has been mixed recently as power burn has trended below prior 
year numbers, while other key demand factors (residential, commercial and industrial) have remained relatively flat. 
Where the US has shown growth is through increased exports to Mexico and Liquefied Natural Gas (“LNG”) projects 
exporting natural gas to other continents.  
 
In Canada, we are experiencing our own record natural gas production without incremental demand to absorb the increases.   
Further, pipeline bottlenecks have created challenges for producers to get their product to market. The result has been a 
significant decrease in the price received for domestic natural gas relative to the US. We believe this is a supply issue that 
will need to be dealt with, similar to how the oil market has had to rebalance over the past few years. We are optimistic that 
there is an opportunity for LNG projects to go ahead in Canada, which will increase demand and get natural gas out of the 
country. However, at this point we believe any operational LNG projects in Canada are at least four to five years way. We 
believe there are select opportunities for investment in Canadian natural gas producers, however, the requirement for asset 
quality, cost structure, take-away capacity and balance sheet strength is more important than ever. 
 
Portfolio 
As of December 31, 2017, the portfolio consisted of 42.45% private companies, 57.50% public companies, and 0.05% in 
cash and cash equivalents. 
 
Financial Performance 
Total loss during the year was $1,933,689, the majority coming from realized loss of $1,339,210 and from unrealized 
portfolio loss of $604,830. Management fees charged to the Fund were $160,695 accounting for approximately 51.46% of 
the total expenses of $312,289. Commissions on portfolio transactions were $6,859. The remaining expenses relate to 
costs incurred for ongoing maintenance of the Fund, including service fees, audit and legal fees, transfer fees, administrative 
expenses, custody fees, and independent review committee fees.  
 
As a result, the Fund had a decrease in net assets from operations of $2,245,978. As at December 31, 2017, the Fund’s 
net assets totaled $6,865,479. 
 
RECENT DEVELOPMENTS 
Accounting standards issued but not yet adopted 
The Fund has not applied the following new IFRS that have been issued but are not yet effective:  
 
IFRS 9 - Financial Instruments, was originally issued November 12, 2009 to replace IAS 39 Financial Instruments: 
Recognition and Measurement. IFRS 9 uses a single approach to determine whether a financial asset is measured at 
amortized cost or fair value, and replaces the multiple rules in IAS 39. The approach in IFRS 9 focuses on how an entity 
manages its financial instruments in the context of its business model, as well as the contractual cash flow characteristics 
of the financial assets. In addition, it provides new guidance on hedge accounting, which aligns accounting more closely 
with risk management. The new standard also requires a single impairment method to be used, replacing the multiple 
impairment methods currently provided in IAS 39. IFRS 9 is effective for annual periods beginning on or after January 1, 
2018. The Fund continues to monitor and evaluate the impact of IFRS 9 on its financial statements and does not anticipate 
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material adjustments. 
 
IFRS 15 – Revenue from Contracts with Customers was issued in May 2014 to replace IAS 11 Construction Contracts and 
IAS 18 Revenue and related interpretative guidance. IFRS 15 provides a single, principles based five step model to be 
applied to all contracts with customers as well as new disclosure requirements with the objective of a more structured 
approach, improving comparability across entities and industries. Under IFRS 15 an entity will recognize revenue at the 
amount to which it expects to be entitled in exchange for goods or services on their transfer. IFRS 15 is effective for annual 
periods beginning on or after January 1, 2018 and is to be applied retrospectively. The Fund continues to monitor and 
evaluate the impact of IFRS 15 on its financial statements and does not anticipate material adjustments. 
 
IFRS 16 - Leases was issued in January 2016. It will result in almost all leases being recognized on the balance sheet, as 
the distinction between operating and finance lease is removed under the new standard - an asset (the right to use the 
leased item) and a financial liability to pay rentals are recognized. The only exception are short-term and low-value leases. 
The standard is effective for annual periods beginning on, or after January 1, 2019. The Fund continues to monitor and 
evaluate the impact of IFRS 16 on its financial statements and does not anticipate material adjustments.   
 
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, 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. A service fee will not 
be payable on the Class F units.  
 
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.  
 
All fees payable to the Manager in its capacity as investment fund manager are the responsibility of the General Partner 
and not the Fund.  
 
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 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. 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 $26,082. 
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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 

 
Dec 

2017 
Dec 

2016 
Dec  

2015 
Dec  

2014 
Dec 

2013 

Net assets, beginning of period(2) $5.11 $4.25 $7.12 $8.96 $9.27 
Increase (decrease) from operations:(2)       
Total revenue 0.01 - 0.01 0.04 0.06 
Total expenses (0.18) (0.21) (0.26) (0.29) (0.33) 
Realized gains (losses) for the period (0.76) (0.94) (1.32) 0.02 0.20 
Unrealized gains (losses) for the period(1) (0.35) 2.01 (1.30) (1.13) 0.20 

Total increase (decrease) from operations(2) (1.28) 0.86 (2.87) (1.36) 0.13 

Distributions:(2)      
From capital gains  - - - (0.19) (0.12) 
Return of capital  - - - (0.29) (0.26) 

Total annual distributions(3) - - - (0.48) (0.38) 

Net assets, end of period(2) $3.83 $5.11 $4.25 $7.12 $8.96 
 

               Class F 

 
Dec 

2017 
Dec 

2016 
Dec  

2015 
Dec  

2014 
Dec 

2013 

Net assets, beginning of period(2) $5.46 $4.58 $7.41 $9.31 $9.62 
Increase (decrease) from operations:(2)       
Total revenue 0.01 - 0.01 0.04 0.06 
Total expenses (0.16) (0.19) (0.22) (0.30) (0.33) 
Realized gains (losses) for the period (0.76) (0.94) (1.32) 0.02 0.20 
Unrealized gains (losses) for the period(1) (0.34) 2.01 (1.30) (1.18) 0.20 

Total increase (decrease) from operations(2) (1.25) 0.88 (2.83) (1.42) 0.13 

Distributions:(2)      
From capital gains  - - - (0.19) (0.12) 
Return of capital  - - - (0.29) (0.26) 

Total annual distributions(3) - - - (0.48) (0.38) 

Net assets, end of period(2) $4.21 $5.46 $4.58 $7.41 $9.31 
 

(1) This information is derived from the Fund’s audited annual financial statements for year ended December 31, 2017, December 2016, December 2015, December 2014, and 
audited financial statements for the six months ended December 31, 2013. 

(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 

 Dec  
2017 

Dec  
2016 

Dec  
2015 

Dec  
2014 

Dec 
2013 

Total net asset value(1) 5,685,833 7,580,745 6,307,976 10,569,706 13,302,539 

Number of units outstanding(1) 1,484,369 1,484,369 1,484,369 1,484,369 1,484,369 

Management expense ratio(2) 4.15% 4.25% 4.24% 2.97% 3.06% 
Management expense ratio before absorptions and offering 

costs(2) 4.72% 4.69% 4.75% 3.40% 11.36% 

Trading expense ratio(3) 0.09% 0.26% 0.24% 0.28% 0.69% 

Portfolio turnover rate(4) 7.13% 24.37% 20.79% 70.36% 16.35% 

Net asset value per unit $3.83 $5.11 $4.25 $7.12 $8.96 
 

 Class F 
 Dec  

2017 
Dec  

2016 
Dec  

2015 
Dec  

2014 
Dec 

2013 

Total net asset value(1) 1,179,645 1,530,711 1,282,326 2,077,193 2,607,634 

Number of units outstanding(1) 280,150 280,150 280,150 280,150 280,150 

Management expense ratio(2) 3.31% 3.42% 3.49% 2.96% 3.02% 
Management expense ratio before absorptions and offering 

costs(2) 3.84% 3.84% 3.98% 3.39% 7.34% 

Trading expense ratio(3) 0.08% 0.25% 0.23% 0.28% 0.66% 

Portfolio turnover rate(4) 7.13% 24.37% 20.79% 70.36% 16.35% 

Net asset value per unit $4.21 $5.46 $4.58 $7.41 $9.31 
 
(1) This information is derived from the Fund’s audited annual financial statements ended December 31, 2017, December 2016, December 2015, December 2014, and audited 

financial statements for the six months ended 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 
$42,532 during the year ended December 31, 2017 (2016 – $36,513) 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 

 
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. A service fee will not 
be payable on the Class F units. Management fees totaled $160,695 during year ended December 31, 2017 (2016 - 
$164,734). Service fees totaled $46,214 during the period (2016 - $53,863).  
 
The Manager is also reimbursed for all expenses incurred on the Fund’s behalf, including legal, audit, transfer agency, 
custodial, operating and administrative costs, and costs of financial and other reporting. The portion related to 
reimbursement is reflected in administrative expenses on the Statement of Operations; such expenses totaled $63,029 for 
the period. The Manager, in its discretion, absorbed $42,532 of operating expenses during the period. There is no obligation 
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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, 2017, is $27,977 for above 
items. 
 
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 of the Fund for each of the years shown, 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 during the financial year or interim period.  
 
The negative returns for the period are largely the result of the realized and unrealized portfolio losses in the Fund’s holdings. 
 

Class A(1) 

 

  
 

Class F(1) 

 

 
(1) Since inception, for the 6 months ended December 31, 2013, for the years ended December 31, 2014, December 31, 2015, December 31, 2016 and 

December 31, 2017. 
  

(17.40)% (6.49)% (16.14)%

(40.32)%

20.18%

(25.00)%

SINCE INCEPTION DEC 2013 DEC 2014 DEC 2015 DEC 2016 DEC 2017

(15.72)% (2.95%) (16.18%)

(38.27%)

19.37%

(22.89)%

SINCE INCEPTION DEC 2013 DEC 2014 DEC 2015 DEC 2016 DEC 2017

 



 
MANAGEMENT REPORT OF FUND PERFORMANCE 
For the year ended December 31, 2017                                                                                                          March 22, 2018 

 
 

                      Management Report of Fund Performance 
                                                     Annual 2017                                                       Page | 8 

  
 

 

   Annual Compound Returns 
The table shows annual compound returns for each class of the Fund and for each of the periods indicated ended on 
December 31, 2017, compared with S&P/TSX Capped Energy Total Return Index. 
 

 The Fund  
 

Class A Class F 

S&P/TSX Capped 
Energy Total Return 

Index(1) 
Past year  (25.00%) (22.89%) (10.61%) 
Past 3 years (18.66%) (17.18%) (5.29%) 
Since inception  (17.40%) (15.72%) (2.26%) 

 
(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 42.63% 
Public companies 57.75% 

Total equities 100.38% 
Cash 0.05% 
Total portfolio assets 100.43% 
Liabilities, net of other assets     (0.43)% 
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, 
2017, all holdings have been presented. 

 

Holdings(1) 

 
% of Net 

Asset Value 

Certarus Ltd. 18.21% 
Torc Oil & Gas Ltd. 10.20% 
Nuvista Energy Ltd. 8.76% 
Steppe Resources Inc. 8.74% 
Tamarack Valley Energy Ltd. 7.19% 
Spartan Energy Corp. 6.84% 
Whitecap Resources Inc. 6.71% 
Advantage Oil & Gas Ltd. 6.65% 
Blackspur Oil Corp. 6.55% 
Storm Resources Ltd. 5.98% 
Leucrotta Exploration Inc. 5.43% 
Avalon Oil & Gas Ltd. 4.37% 
Rolling Hills Energy Ltd. 3.44% 
ConleyMax Inc. 1.31% 

 

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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