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This interim management report of fund performance contains financial highlights but does not contain either the 
interim financial report or annual financial statements of the investment fund. You can get a copy of the interim 
financial report or 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 
 
RESULTS OF OPERATIONS  
For the six month period ended June 30, 2016, the total net assets value of the Priviti Oil and Gas 
Opportunities Limited Partnership 2013 (the “Fund”) increased from $7.6 million to $8.3 million. During the 
period the Fund’s Class A units had returns of 9.2% and Class F had returns of 8.7%. The performance 
difference between the classes are due to differences in fee structure. The returns for the period were largely 
due to the unrealized portfolio gains in the Fund’s public company holdings, most notably Leucrotta Exploration 
Inc. and Painted Pony Petroleum Ltd.  
 
The first half of 2016 has been a volatile and challenging time in energy markets. Global macro concerns took 
front and center at the beginning of the year, which sent oil down below $30.00 a barrel (“bbl”) in both January 
and February before a rally sent prices up to test $50.00 a few times, which is close to where we ended the 
second quarter. Since the end of the second quarter, crude pricing has softened and sat in the low $40’s at the 
end of July as the market continues to digest elevated inventory levels. There are a few things that we think 
are very important in the current market. First, demand continues to grow, led by strong demand in Asia and 
demand for refined products in North America. Most estimates see demand increasing by 1.0 million – 1.4 
million bbls/day in 2016. Second, oil markets and their supply are fragile. Whether it be a strike in Kuwait, wild 
fires in Alberta or terrorist acts in Nigeria, investors have been reminded that millions of barrels can be 
removed from the market quickly and without warning. Third, reduced capital spending is finally beginning to 
show up in production rolling over in the United States and other non-OPEC countries. Specifically, production 
in the United States is down over 1.0mm bbls from the peak in early 2015 and continues to decline. The oil 
industry still faces a number of headwinds in its recovery, but at this point it appears that fundamentals are 
finally starting to showup and point towards a rebalancing of the market either later in 2016 or the first half of 
2017. 
 
Things were not any better on the natural gas side in early 2016. An unseasonably warm winter in North 
America pushed inventories to record levels and prices in Canada touched down to levels not seen since late 
1990’s. On the flip side, warm weather throughout the winter has continued to produce a hotter than normal 
summer in North America, which has significantly increased demand through the summer, narrowing the 
inventory surplus year over year. We also see other positive green shoots for natural gas, specifically 
production in the United States appears to have finally levelled off if not declined after many years of significant 
growth. Structurally, strong demand factors are showing up in North America such as; increased power 
generation, steady industrial demand, growing exports out of the United States into Mexico, initial LNG being 
shipped out of the United States. While do believe there are some challenges in Canada (specifically with 
getting our gas to market) a tightening supply/demand picture in the United States should be a big benefit to 
Canadian natural gas producers going forward.  
 
Portfolio 
As of June 30, 2016, the portfolio consisted of 35.9% private companies, 63.5% public companies, and 0.6% in 
cash. 
 
Financial Performance 
Total gain during the period was $882,709, the majority coming from unrealized portfolio gain of $1,822,640 and 

http://www.priviticapital.com/
http://www.sedar.com/DisplayProfile.do?lang=EN&issuerType=03&issuerNo=00034467
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from net realized loss of $942,684. Management fees charged to the Fund were $77,937 accounting for 
approximately 41% of the total expenses of $189,940. Commissions on portfolio transactions were $14,050. 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 $692,769. As at June 30, 2016, the Fund’s net 
assets totaled $8,283,071. 
 
RECENT DEVELOPMENTS 
The Portfolio Manager continues to believe that the next 12 months will continue to be volatile for commodity 
markets as re-balancing of both oil and natural markets occur.   Accordingly, the Portfolio Manager has remained 
biased to junior and intermediate public companies that have combined strong balance sheets with an in depth 
drilling inventory.  It is believed that these companies will have the best chance to grow and outperform as 
commodity prices recover, while also weathering the volatility.   The Portfolio Manager has limited the exposure 
of the fund to Oilfield Service companies as it is believed that companies in this sub-sector will continue to 
struggle with low utilizations and challenging pricing. 
 
Accounting standards issued but not yet adopted 
The final version of IFRS 9, Financial Instruments, was issued by the IASB in July 2014 and will replace IAS 39 
Financial Instruments: Recognition and Measurement. IFRS 9 introduces a model for classification and 
measurement, a single, forward-looking ‘expected loss’ impairment model and a substantially reformed approach 
to hedge accounting. The new single, principle based approach for determining the classification of financial 
assets is driven by cash flow characteristics and the business model in which an asset is held. The new model 
also results in a single impairment model being applied to all financial instruments, which will require more timely 
recognition of expected credit losses.  It also includes changes in respect of own credit risk in measuring liabilities 
elected to be measured at fair value, so that gains caused by the deterioration of an entity’s own credit risk on 
such liabilities are no longer recognized in profit or loss. IFRS 9 is effective for annual periods beginning on or 
after January 1, 2018, however is available for early adoption. In addition, the own credit changes can be early 
applied in isolation without otherwise changing the accounting for financial instruments. The Fund is in the 
process of assessing the impact of IFRS 9 and has not yet determined when it will adopt the new standard.  
 
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. 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.  
 
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 
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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 $13,083. 
 
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 six months ended June 30, 2016, years ended December 
31, 2015 and December 31, 2014, and the six months ended December 31, 2013. 
 
The Fund’s Net Assets per Unit (1)(4) 

 Class A 

 
June 
2016 

Dec  
2015 

Dec  
2014 

Dec 
2013 

Net assets, beginning of period(2) $4.25 $7.12 $8.96 $9.27 
Increase (decrease) from operations:(2)      
Total revenue - 0.01 0.04 0.06 
Total expenses (0.11) (0.26) (0.29) (0.33) 
Realized gains (losses) for the period (0.53) (1.32) 0.02 0.20 
Unrealized gains (losses) for the period(1) 1.03 (1.30) (1.13) 0.20 

Total increase (decrease) from operations(2) 0.39 (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) $4.64 $4.25 $7.12 $8.96 
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 Class F 

 
June 
2016 

Dec  
2015 

Dec  
2014 

Dec 
2013 

Net assets, beginning of period(2) $4.58 $7.41 $9.31 $9.62 
Increase (decrease) from operations:(2)      
Total revenue - 0.01 0.04 0.06 
Total expenses (0.10) (0.22) (0.30) (0.33) 
Realized gains (losses) for the period (0.53) (1.32) 0.02 0.20 
Unrealized gains (losses) for the period(1) 1.03 (1.30) (1.18) 0.20 

Total increase (decrease) from operations(2) 0.40 (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) $4.98 $4.58 $7.41 $9.31 
 

(1) This information is derived from the Fund’s unaudited interim financial statements for the six months ended June 30, 2016, audited annual financial 
statements for the years ended December 2015 and 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. 
  



   

 
MANAGEMENT REPORT OF FUND PERFORMANCE 
For the six months ended June 30, 2016                                                                                     August 25, 2016 

   
                                             Management Report of Fund Performance 
                                                                   Interim 2015                                                Page | 6 
  
 

 

Ratios and Supplemental Data 
 

 Class A 
 June  

2016 
Dec  

2015 
Dec  

2014 
Dec 

2013 
 

Total net asset value(1) 6,887,535 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 
 

Management expense ratio(2) 4.47% 4.24% 2.97% 3.06% 
 

Management expense ratio before absorptions and offering 
costs(2) 4.74% 4.75% 3.40% 11.36% 

 

Trading expense ratio(3) 0.35% 0.24% 0.28% 0.69% 
 

Portfolio turnover rate(4) 14.24% 20.79% 70.36% 16.35% 
 

Net asset value per unit $4.64 $4.25 $7.12 $8.96 
 

 

 Class F 
 June  

2016 
Dec  

2015 
Dec  

2014 
Dec 

2013 
 

Total net asset value(1) 1,395,535 1,282,326 2,077,193 2,607,634 
 

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

Management expense ratio(2) 3.68% 3.49% 2.96% 3.02% 
 

Management expense ratio before absorptions and offering 
costs(2) 3.93% 3.98% 3.39% 7.34% 

 

Trading expense ratio(3) 0.33% 0.23% 0.28% 0.66% 
 

Portfolio turnover rate(4) 14.24% 20.79% 70.36% 16.35% 
 

Net asset value per unit $4.98 $4.58 $7.41 $9.31 
 

 
(1) This information is derived from the Fund’s unaudited interim financial statements for the six months ended June 30, 2016, audited annual financial 

statements for the years ended December 2015 and 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 $10,905 during the six months ended June 30, 2016 (2015 – $24,589) 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 
totaled $77,937 during the six months ended June 30, 2016 (2015 - $112,325). Service fees totaled $25,426 
during the period (2015-$31,936).  
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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. The portion related to reimbursement is reflected in administrative expenses on the Statement of 
Operations; such expenses totaled $22,141 for the period. The Manager, in its discretion, absorbed $10,905 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, 2016, is $29,595 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 positive returns for the period are largely the result of the unrealized portfolio gains in the Fund’s public 
company holdings. 
 
                                            Class A(1)                                                                     Class F(1) 

  
 

(5) For the six months ended June 30, 2016, audited annual financial statements for the years ended December 2015 and December 2014, and audited 
financial statements for the six months ended December 31, 2013. 

  

(6.49)%

(16.14)%

(40.32)%

9.18%

DEC 2013 DEC 2014 DEC 2015 JUNE 2016

(2.95)%

(16.18)%

(38.27)%

8.73%

DEC 2013 DEC 2014 DEC 2015 JUNE 2016



   

 
MANAGEMENT REPORT OF FUND PERFORMANCE 
For the six months ended June 30, 2016                                                                                     August 25, 2016 

   
                                             Management Report of Fund Performance 
                                                                   Interim 2015                                                Page | 8 
  
 

 

SUMMARY OF INVESTMENT PORTFOLIO  
 
Portfolio Breakdown 

 

% of Net 
Asset 
Value 

Equities  
Private Companies 36.01% 
Public Companies 63.77% 

Total Equities 99.78% 
Cash 0.61% 
Total Portfolio Assets 100.39% 
Liabilities, Net of Other Assets     (0.39)% 
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, 2016, all 
holdings have been presented. 

 

Holdings(1) 

 
% of Net 

Asset Value 

Steppe Resources Inc. 10.87% 
Leucrotta Exploration Inc. 10.05% 
Spartan Energy Corp. 9.57% 
Certarus Ltd. 9.36% 
Tamarack Valley Energy Ltd. 8.20% 
Painted Pony Petroleum Ltd. 7.32% 
Pine Cliff Energy Ltd. 5.33% 
Advantage Oil & Gas Ltd. 5.01% 
Storm Resources Ltd. 4.89% 
Avalon Oil & Gas Ltd. 4.83% 
Trinidad Drilling Ltd. 3.98% 
Torc Oil & Gas Ltd. 3.86% 
Blackspur Oil Corp. 3.62% 
Whitecap Resources Inc. 3.16% 
InPlay Oil Corp. 2.90% 
Rolling Hills Energy Ltd.  2.62% 
RMP Energy Inc. 2.40% 
ConleyMax Inc. 1.81% 

 
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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