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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 Cypress Capital Management Ltd. (the “Portfolio Manager”) is 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 Portfolio 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 Portfolio Manager believes offer the opportunity 
for near-term capital appreciation and liquidity. With respect to public companies, the Portfolio 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.  
 
In addition, recent market events and conditions, including actions taken by the Organization of Petroleum 
Producing Countries (“OPEC”) and the rise in oil supply from the United States (“US”) have caused 
significantly volatility in the price of oil. The price of oil has fallen from a high of approximately US$107 per bbl 
WTI, the US benchmark of light crude, in June, 2014 to a year-end December 31, 2014 WTI price of 
approximately US$59.00 per bbl. Oil prices are expected to remain volatile for the near future as a result of 
market uncertainties over supply and demand of this commodity. Similarly, much like the price of oil, natural 
gas prices decreased significantly in the second half of 2014. The Canadian benchmark for natural gas 
(AECO) traded as high as C$15.95 per GJ in the first half of 2014 before falling to a low of C$2.61 per GJ late 
in 2014. Strong US natural gas supply growth has replaced US natural gas storage levels to be in line with 
five-year average levels at December 31, 2014. Lower oil and natural gas prices, and volatility in the future 
may materially adversely affect the business, financial conditions and results of operations of private and 
public companies that operate in the Canadian oil and gas sector. 
 
RESULTS OF OPERATIONS  
The Fund’s Class A units had negative returns of 16.1% and Class F units had negative returns of 16.2% for 
the twelve months ended December, 31, 2014. The returns for the period were largely due to the unrealized 
portfolio losses in the Fund’s public company holdings most notably Strategic Oil and Gas Ltd. and Entrec 
Corporation. The S&P/TSX Capped Energy Total Return Index had a negative return of 16.3% over the same 

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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period.  
 
The first half of 2014 saw continued strength of global crude oil prices, with the global oil benchmark Brent 
trading as high as US$115. However, in the second half of 2014 we saw significant volatility in oil prices with 
the price of Brent trading as high as US$118 per bbl in the summer and falling as low as US$55 per bbl by late 
in the year. Pricing for North American benchmark WTI experienced the same volatility trading in a range of 
US$53 per bbl to US$110 per bbl for the year. There was also a significant weakening in the Canadian dollar 
in relation to the US dollar during 2014 trading down from C$0.94 at the beginning of the year to C$0.86 by the 
end of year. 
 
The OPEC meeting on November 27, 2014 resulted in the oil cartel agreeing to continue with a collective 
quota of supplying 30 million barrels of oil per day. Essentially this was a “do nothing” response to the 
oversupply of oil and the declining benchmarks of oil prices. This was the first time in years OPEC has 
responded to a declining oil price by focusing on maintaining market share and not on cutting supply. The main 
catalyst in the supply equation has been the huge increase in US oil supply. We expect to see continued 
volatility in the price of oil as a result of market uncertainties over supply and demand of this commodity. 
 
Natural gas prices were up considerably in the first half of 2014, as sustained cold weather throughout the US 
drove natural gas prices as high as US$7.92 per mmbtu in March. However, much like the price of oil, natural 
gas decreased significantly in the second half of 2014. Overall, the range of natural gas prices in the US was 
very volatile and fell to a low of US$2.75 in December 2014, The Canadian benchmark for natural gas, AECO, 
was also extremely volatile over the year and traded as high as C$15.95 per GJ in the first half of 2014 before 
falling as low as C$2.61 per GJ late in 2014. Strong US natural gas supply growth has replaced US storage 
levels to be in line with five year averages as at December 31, 2014. US domestic production has recently 
been 5 to 6 billion cubic feet a day higher than just one year ago. Longer term natural gas demand growth in 
the power and industrial sectors, exports to Mexico and the potential for LNG (liquefied natural gas) should 
help to tighten the market against the strong supply growth but it will take some time. Currently natural gas is a 
regional commodity and will remain so until meaningful export facilities are built. 
 
Overall, we continue to favor oil and natural gas liquids focused companies that have exposure to the most 
economic resource plays. While we view the current price of crude oil as unsustainably low in the long term, 
we expect that a continued over supply environment and heightened negative sentiment may keep the price of 
crude down in the short-term. We will also focus on companies, including energy service companies, with 
strong balance sheets that can survive these low commodity prices. As with most “cycles” in the oil and gas 
industry there are “winners and losers” and companies that can exit these cycles with strong balance sheets, 
typically outperform. 
 
Portfolio 
As of December 31, 2014, the portfolio consisted of 43.3% private companies, 55.8% public companies, and 
1.6% in cash. 
 
Financial Performance 
Total loss during the period was $1,908,738, the majority coming from an increase in unrealized portfolio loss 
of $2,023,300. Management fees charged to the Fund were $328,644 accounting for approximately 64.1% of 
the total expenses of $512,835. Commissions on portfolio transactions were $43,680. 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.  
 
Net realized gains on portfolio dispositions totaled $40,381 as a result of the sale of Renegade Petroleum Ltd. 
(“Renegade”), Essential Energy Service Ltd. and Athabasca Oil Corporation.  
 
As a result, the Fund had a decrease in net assets from operations of $2,421,573. A distribution of $841,701 
was paid in April as a result of the sale of Renegade. As at December 31, 2014, the Fund’s net assets totaled 
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$12,646,899. 
  
RECENT DEVELOPMENTS 
Accounting Changes 
The Fund was required to mandatorily adopt International Financial Reporting Standards (“IFRS”) for its fiscal 
year beginning January 1, 2014, and accordingly issued its first annual financial statements in accordance with 
IFRS, including IFRS compliant comparative information, for the year ending December 31, 2014. The 
Manager continues to assess the impact of the foregoing changes and monitor key elements of the IFRS 
conversion. 
 
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 November 27, 
2014 resulting in the oil cartel agreeing to continue with a collective quota of supplying 30 million barrels of oil 
per day. Essentially this was a “do nothing” response to the over supply 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 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 totaled $328,644 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 Statement of 
Operations; such expenses totaled $91,848 for the period. The Manager, in its discretion, absorbed $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, 2014, is $71,666 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.  
 
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 $34,988. 

x-apple-data-detectors://3/
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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, 2014.  
 
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 0.04 0.06  0.04 0.06 
Total expenses (0.29) (0.33)  (0.30) (0.33) 

Realized gains for the period 0.02 0.20  0.02 0.20 

Unrealized gains for the period
(1)

 (1.13) 0.20  (1.18) 0.20 

Total increase (decrease) from operations
(2)

 (1.36) 0.13 
 

(1.42) 0.13 

      

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)

 $7.12 $8.96  $7.41 $9.31 
 

(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. 
(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)

 10,569,706 13,302,539  2,077,193 2,607,634 

Number of units outstanding
(1)

 1,484,369 1,484,369  280,150 280,150 

Management expense ratio
(2)

 2.97% 3.06%  2.96% 3.02% 
Management expense ratio with absorptions 

and offering costs
(2)

 3.40% 11.36% 
 

3.39% 7.34% 

Trading expense ratio
(3)

 0.28% 0.69%  0.28% 0.66% 

Portfolio turnover rate
(4)

 70.36% 16.35%  70.36% 16.35% 

Net asset value per unit $7.12 $8.96  $7.41 $9.31 

 
(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 $67,236 (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 3.40% (2013 – 3.45%) for Class A and 3.39% (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 
totaled $328,644 for the 2014 year and management fees of $167,863 for the 2013 period.  
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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 of the Fund for the year from 
January 1 to December 31, except for the 2013 
year which uses the inception date of June 28. 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. 

   
 
Annual Compound Returns 
The table shows compound returns for the periods ended December 31, 2014 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)

 

Twelve months ended December 31, 2014 (16.14%) (16.18%) (16.34%) 

Six months ended December 31, 2013 (6.49%) (2.95%) 13.82% 
Since commencement of operations on June 28, 
2013 (14.85%) (12.76%) (3.19%) 

 
(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 43.25% 

Public companies 55.78% 

Total equities 99.03% 

Cash 1.60% 

Total portfolio assets 100.63% 

Liabilities, net of other assets     (0.63)% 

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 

InPlay Oil Corp. 10.44% 

Steppe Resources Inc. 9.49% 

Avalon Oil & Gas Ltd. 7.91% 

Certarus Ltd. 7.91% 

Stonepoint Energy Inc. 7.91% 

Painted Pony Petroleum Ltd. 6.58% 

Leucrotta Exploration Inc. 5.08% 

Blackspur Oil Corp. 4.35% 

Petrowest Corporation 3.93% 

Deethree Exploration Ltd. 3.82% 

Marquee Energy Ltd. 3.56% 

CanElson Drilling Inc. 3.54% 

Spartan Energy Corp. 3.50% 

RMP Energy Inc.  3.46% 

Tamarack Valley Energy Ltd. 3.30% 

Bellatrix Exploration Ltd.  3.01% 

Ikkuma Resources Corp. 2.99% 

ENTREC Corporation 2.35% 

Rolling Hills Energy Ltd. 1.96% 

Elkwater Resources Ltd. 1.47% 

Strategic Oil & Gas Ltd. 1.28% 

ConleyMax Inc. 1.19% 

 
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. 

  

http://www.priviticapital.com/
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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. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  


