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Independent auditor’s report 

To the Unitholders and Trustee of 
Picton Mahoney Fortified Arbitrage Alternative Fund (formerly Vertex Liquid Alternative Fund)  
(the Fund) 

Our opinion 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of the Fund as at December 31, 2019 and its financial performance and its cash flows for the 
period from January 17, 2019 (commencement of operations) to December 31, 2019 in accordance with 
International Financial Reporting Standards as issued by the International Accounting Standards Board 
(IFRS). 

What we have audited 
The Fund’s financial statements comprise: 

• the statement of financial position as at December 31, 2019; 

• the statement of comprehensive income for the period from January 17, 2019 (commencement of 
operations) to December 31, 2019;  

• the statement of changes in net assets attributable to holders of redeemable units for the period 
from January 17, 2019 (commencement of operations) to December 31, 2019;  

• the statement of cash flows for the period from January 17, 2019 (commencement of operations) to 
December 31, 2019; and 

• the notes to the financial statements, which include a summary of significant accounting policies. 

Basis for opinion 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our 
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit 
of the financial statements section of our report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
opinion. 

Independence 
We are independent of the Fund in accordance with the ethical requirements that are relevant to our audit 
of the financial statements in Canada. We have fulfilled our other ethical responsibilities in accordance 
with these requirements. 

  



 
 
 
 
 
 
 
 

 

Other information 

Management is responsible for the other information. The other information comprises the Annual 
Management Report of Fund Performance.  

Our opinion on the financial statements does not cover the other information and we do not express any 
form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other information 
identified above and, in doing so, consider whether the other information is materially inconsistent with 
the financial statements or our knowledge obtained in the audit, or otherwise appears to be materially 
misstated. 

If, based on the work we have performed, we conclude that there is a material misstatement of this other 
information, we are required to report that fact. We have nothing to report in this regard. 

Responsibilities of management and those charged with governance for the financial 
statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with IFRS, and for such internal control as management determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to fraud or 
error. 

In preparing the financial statements, management is responsible for assessing the Fund’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the 
going concern basis of accounting unless management either intends to liquidate the Fund or to cease 
operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Fund’s financial reporting process. 

Auditor’s responsibilities for the audit of the financial statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an 
audit conducted in accordance with Canadian generally accepted auditing standards will always detect a 
material misstatement when it exists. Misstatements can arise from fraud or error and are considered 
material if, individually or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these financial statements. 

  



 
 
 
 
 
 
 
 

 

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise 
professional judgment and maintain professional skepticism throughout the audit. We also: 

● Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 
of internal control. 

● Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Fund’s internal control. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management. 

● Conclude on the appropriateness of management’s use of the going concern basis of accounting and, 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Fund’s ability to continue as a going concern. If we 
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report 
to the related disclosures in the financial statements or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our 
auditor’s report. However, future events or conditions may cause the Fund to cease to continue as a 
going concern. 

● Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events 
in a manner that achieves fair presentation. 

We communicate with those charged with governance regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in internal 
control that we identify during our audit. 
 
 
 
 
 
Chartered Professional Accountants,  

Calgary, Alberta 
March 25, 2020 
 

tsundarara001
Signature



Picton Mahoney Fortified Arbitrage Alternative Fund
(Formerly Vertex Liquid Alternative Fund)
Statement of Financial Position
As at December 31, 2019

December 31, 2019

Assets
Current assets
Investments 137,783,219$  
Investments, pledged as collateral 54,672,550 
Cash 31,258,071 
Cash, pledged as collateral 24,845,053 
Due from broker 582,469 
Dividends receivable 130,812 
Other receivable 26,944 
Subscriptions receivable 6,648,385 
Derivative financial instruments
     Forward contracts 2,059,045 
     Options 146,674 

258,153,222 

Liabilities
Current liabilities
Securities sold short 27,670,141$  
Management fees payable (Note 9) 25,840 
Accrued performance fees (Note 9) 58,805 
Dividends payable on securities sold short 44,556 
Margin borrowings (Note 3) 12,048,571 
Redemptions payable 7,933,840 
Accounts payable and accrued liabilities 12,858 
Due to broker 1,337,199 
Derivative financial instruments
     Written Options 381,220 

49,513,030 

Net Assets attributable to holders of redeemable units 208,640,192$  

Net Assets attributable to holders of redeemable units per Class
Class A 3,168,006$  
Class F 29,678,363$  
Class I 175,793,823$  

Net Assets attributable to holders of redeemable units per unit
Class A 10.11$  
Class F 10.18$  
Class I 10.30$  

Approved on behalf of the Board of Directors of Vertex One Asset Management Inc.

"Signed" "Signed"

Leonard TriggJeffrey McCord 
Director Director

(The accompanying notes are an integral part of the financial statements.)
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Picton Mahoney Fortified Arbitrage Alternative Fund
(Formerly Vertex Liquid Alternative Fund)
Statement of Comprehensive Income
For the period from January 17, 2019 (commencement of operations) to December 31, 2019

2019
Investment income
Foreign exchange gain on cash 220,805$                     
Change in unrealized foreign exchange gain on cash 62,067                          
Dividends 607,845                       
Dividends, paid on shorts (618,596)                      
Interest for distribution purposes 448,814                       
Net realized gain on investments and derivatives 2,882,084                    
Net change in unrealized appreciation on investments and derivatives 2,760,917                    
Net gains/losses on financial instruments at fair value through profit or loss 6,363,936                    

Expenses (Note 9)
Management fees 174,104                       
Securities borrowing fees 56,711                          
Performance fees 91,229                          
Securityholder reporting costs 35,578                          
Other administrative expenses 163,764                       
Audit fees 16,060                          
Custody fees 13,050                          
Legal fees 27,942                          
Trustee fees 2,627                            
IRC fees 5,523                            
Interest expense 12,358                          
Transaction costs (Note 3) 240,858                       
Withholding tax 65,529                          
Total expenses 905,333                       

Net investment income before absorbed expenses 5,458,603                    

Expenses absorbed by manager (Note 9) 103,612                       

Increase in net assets attributable to holders of redeemable units 5,562,215                    

Increase in net assets attributable to holders of redeemable units per Class
Class A 46,129$                       
Class F 453,621$                     
Class I 5,062,465$                  

Increase in net assets attributable to holders of redeemable units per Class per unit
Class A 0.25$                            
Class F 0.35$                            
Class I 0.52$                            

(The accompanying notes are an integral part of the financial statements.)
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Picton Mahoney Fortified Arbitrage Alternative Fund
(Formerly Vertex Liquid Alternative Fund)
Statement of Changes in Net Assets Attributable to Holders of Redeemable Units
For the period from January 17, 2019 (commencement of operations) to December 31, 2019

Class A Class F
2019 2019

Net Assets attributable to holders of redeemable units, beginning of the period  $                          -  $                          - 

Increase in net assets attributable to holders of redeemable units                    46,129                  453,621 

Capital transactions (Note 8)
Proceeds from issuance of redeemable units               3,574,560             32,122,451 
Redemption of redeemable units                (452,683)             (2,897,709)
Reinvestment of distributions to holders of redeemable units                    34,347                  246,813 

              3,156,224             29,471,555 

Distributions to holders of redeemable units (Note 3)
From net investment income                              -                              - 
From net realized gains                  (34,347)                (246,813)
From  return of capital                              -                              - 

                 (34,347)                (246,813)

Net Assets attributable to holders of redeemable units, end of the period  $           3,168,006  $         29,678,363 

Class I Total
2019 2019

Net Assets attributable to holders of redeemable units, beginning of the period  $                          -  $                          - 

Increase in net assets attributable to holders of redeemable units               5,062,465               5,562,215 

Capital transactions (Note 8)
Proceeds from issuance of redeemable units           179,300,593           214,997,604 
Redemption of redeemable units             (8,569,235)           (11,919,627)
Reinvestment of distributions to holders of redeemable units               2,459,441               2,740,601 

          173,190,799           205,818,578 

Distributions to holders of redeemable units (Note 3)
From net investment income                (224,347)                (224,347)
From net realized gains             (2,235,094)             (2,516,254)
From return of capital                            -                              -   

            (2,459,441)             (2,740,601)

Net Assets attributable to holders of redeemable units, end of the period  $      175,793,823  $      208,640,192 

(The accompanying notes are an integral part of the financial statements.)
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Picton Mahoney Fortified Arbitrage Alternative Fund
(Formerly Vertex Liquid Alternative Fund)
Statement of Cash Flows
For the period from January 17, 2019 (commencement of operations) to December 31, 2019

2019

Operating activities
Increase in net assets attributable to holders of redeemable units 5,562,215$        
Adjustment for non-cash items:

Net change in unrealized appreciation on investments and derivatives (2,760,917)        
Net realized gain on investments and derivatives on investments and derivatives (2,882,084)        
Change in unrealized foreign exchange gain on cash (62,067)             

(142,853)           

Changes in operating assets and liabilities:
Increase in dividends receivable (130,812)           
Increase in other receivable (26,944)             
Increase in accounts payable and accrued liabilities 12,858               
Increase in management fee payable 25,840               
Increase in dividends payable on securities sold short 44,556               
Increase in accrued performance fees 58,805               

(15,697)             

Proceeds on disposition of investments and derivatives, including proceeds received on shorts 390,373,005      
Purchase of investments and derivatives, including cover for shorts (550,585,401)    

(160,212,396)    

Net cash used in operating activities (160,370,946)    

Financing activities
Proceeds from issuance of redeemable units** 208,198,501      
Redemption of redeemable units** (3,835,069)        
Increase in margin borrowings 12,048,571        

Net cash from financing activities 216,412,003      

Increase in cash 56,041,057        

Change in unrealized foreign exchange gain on cash 62,067               

Cash, Beginning of the period -                         

Cash, End of the period 56,103,124$      

Reconciliation of Cash, End of the period to the Statement of Financial Position
Cash 31,258,071        
Cash, pledged as collateral 24,845,053        
Cash, End of the period 56,103,124$      

Supplemental Information (included in operating activities)
Cash paid for interest 12,358               
Cash dividend paid on short positions 574,040             
Cash received from interest, net of withholding taxes 448,814             
Cash received from dividends, net of withholding taxes 411,504             

** The amounts of proceeds and redemptions exclude non cash items such as switches and exchanges between classes 
for the period ended December 31, 2019 amounting to $150,718.

(The accompanying notes are an integral part of the financial statements.)
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Picton Mahoney Fortified Arbitrage Alternative Fund
(Formerly Vertex Liquid Alternative Fund)
Schedule of Investment Portfolio
As at December 31, 2019

Number of Average Fair
Shares/ Cost Value % of

Par Value Description $ $ Total

STOCKS

ENERGY
263,100      Paramount Resources Ltd., Restricted 1,460,205             1,962,726            

80               Pembina Pipeline Corp. 3,862                    3,850                   
TOTAL ENERGY 1,464,067             1,966,576            0.94

MATERIALS
348,100      Continental Gold Inc. 1,866,083             1,862,335            

13,500        Teranga Gold Corp., Subscription Receipts 86,699                  93,150                 
TOTAL MATERIALS 1,952,782             1,955,485            0.94

INDUSTRIALS
125,864      Advanced Disposal Services Inc. 5,430,383             5,372,296            

14,336        Aircastle Ltd. 607,839                595,899               
33,200        WABCO Holdings Inc. 5,881,260             5,841,657            

TOTAL INDUSTRIALS 11,919,482           11,809,852          5.66

CONSUMER DISCRETIONARY
61,680        Caesars Entertainment Corp. 978,986                1,089,286            
57,800        Cineplex Inc. 1,957,397             1,956,530            

1,304          Eldorado Resorts Inc. 100,780                100,989               
86,800        Netfin Acquisition Corp. 1,149,558             1,148,557            
44,300        Tiffany & Co. 7,831,499             7,688,319            

TOTAL CONSUMER DISCRETIONARY 12,018,220           11,983,681          5.74

FINANCIALS
86,800        Acamar Partners Acquisition Corp. 1,159,244             1,147,430            
57,800        Act II Global Acquisition Corp. 782,973                795,596               
33,200        Alberton Acquisition Corp. 456,336                458,279               

115,600      Alussa Energy Acquisition Corp. 1,534,743             1,513,133            
98,300        AMCI Acquisition Corp. 1,334,083             1,330,725            

108,500      Amplitude Healthcare Acquisition Corp. 1,443,443             1,418,789            
56,600        Andina Acquisition Corp. III. 772,074                776,138               
86,800        Apex Technology Acquisition Corp. 1,153,937             1,181,244            

108,500      B. Riley Principal Merger Corp. 1,448,384             1,479,373            
87,000        Bespoke Capital Acquisition Corp., Class 'A' 1,150,113             1,096,976            
43,100        Bespoke Capital Acquisition Corp., Class 'A', Warrants, (16Aug27) 7,602                    41,976                 
50,500        Big Rock Partners Acquisition Corp., Warrants, (2022Dec20) 16,020                  11,378                 
25,200        Big Rock Partners Acquisition Corp. 349,789                346,869               

207,600      Boxwood Merger Corp., Class 'A' 2,780,860             2,738,922            
61,900        Canaccord Genuity Growth II Corp., Class 'A' 190,162                185,081               
63,100        CF Finance Acquisition Corp. 871,509                889,033               
57,800        CHP Merger Corp. 768,543                763,321               
14,600        Churchill Capital Corp. II. 195,396                204,352               
50,900        Churchill Capital Corp. II, Class 'A' 682,391                682,536               
86,700        CIIG Merger Corp. 1,143,400             1,142,730            
63,900        Collier Creek Holdings. 889,330                892,006               
21,700        Conyers Park II Acquisition Corp. 291,093                306,582               
57,800        Crescent Acquisition Corp. 777,941                776,456               
57,800        Diamond Eagle Acquisition Corp. 778,156                863,146               

115,600      DiamondPeak Holdings Corp. 1,548,058             1,561,169            
115,600      Experience Investment Corp. 1,536,620             1,521,389            

89,125        Far Point Acquisition Corp. 1,248,675             1,249,919            
115,600      Finserv Acquisition Corp. 1,521,140             1,530,396            
114,311      FinTech Acquisition Corp. III, Class 'A' 1,493,532             1,503,683            

35,455        FinTech Acquisition Corp. III, Class 'A', Warrants, (01Dec23) 58,972                  63,075                 
44,700        Forum Merger II Corp. 624,643                622,825               

119,800      Galileo Acquisition Corp. 1,575,168             1,592,999            
63,700        Gigcapital2 Inc. 854,836                864,399               
53,500        Gordon Pointe Acquisition Corp. 746,647                735,713               
47,700        Gordon Pointe Acquisition Corp., Warrants, (25Jan23) 8,367                    22,299                 
35,911        Gores Holdings III Inc. 500,034                524,613               
29,000        Gores Holdings III Inc., Class 'A' 389,438                389,383               
72,300        Gores Metropoulos Inc. 998,198                997,060               
87,200        Graf Industrial Corp. 1,195,764             1,205,937            
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Picton Mahoney Fortified Arbitrage Alternative Fund
(Formerly Vertex Liquid Alternative Fund)
Schedule of Investment Portfolio
As at December 31, 2019 (continued)

Number of Average Fair
Shares/ Cost Value % of

Par Value Description $ $ Total

34,100        GS Acquisition Holdings Corp. 479,273                522,511               
86,800        GX Acquisition Corp. 1,165,478             1,166,591            
86,800        Haymaker Acquisition Corp. II. 1,165,488             1,189,134            
57,800        Haymaker Acquisition Corp II, Class 'A' 758,178                754,390               

116,200      Healthcare Merger Corp. 1,546,536             1,561,727            
86,800        Hennessy Capital Acquisition Corp. IV 1,191,655             1,216,186            
25,200        Immunovant Inc., Warrants, (1Apr24) -                        65,447                 
29,000        Insurance Acquisition Corp. 393,937                399,174               

115,600      Juniper Industrial Holdings Inc. 1,529,747             1,531,146            
57,800        Landcadia Holdings II Inc. 775,857                762,571               
43,600        Legacy Acquisition Corp. 602,818                605,233               
49,300        Leisure Acquisition Corp. 682,598                696,521               

164,400      Leo Holdings Corp., Class 'A' 2,279,404             2,207,400            
40,500        Leo Holdings Corp., Class 'A', Warrants, (05Apr23) 10,702                  34,879                 
76,500        LF Capital Acquisition Corp. 1,065,344             1,053,113            
79,500        LGL Systems Acquisition Corp. 1,048,633             1,051,962            
41,573        Liberty Property Trust 3,220,246             3,241,776            
51,100        Liv Capital Acquisition Corp. 673,524                667,540               
43,400        Megalith Financial Acquisition Corp. 595,889                592,313               

128,566      Mercer Park Brand Acquisition Corp., Class 'A', Warrants, (24June24) 50,224                  131,890               
251,533      Mercer Park Brand Acquisition Corp., Class 'A' 3,364,073             3,200,956            
195,200      Merida Merger Corp. I. 2,500,685             2,466,331            

97,600        Merida Merger Corp. I, Warrants, (07Nov26) 70,174                  63,369                 
86,800        Monocle Acquisition Corp. 1,180,655             1,226,330            

155,898      Mosaic Acquisition Corp. 2,146,403             2,082,109            
29,000        Mudrick Capital Acquisition Corp. 408,309                401,810               
58,000        Nebula Acquisition Corp. 799,701                814,165               
72,300        New Providence Acquisition Corp. 958,613                964,670               
43,400        Oaktree Acquisition Corp. 571,980                574,842               
34,200        Opes Acquisition Corp. 478,916                492,734               

144,600      Osprey Technology Acquisition Corp. 1,904,523             1,911,502            
86,800        Pivotal Investment Corp. II. 1,141,508             1,149,684            
33,289        Power Financial Corp. 1,156,529             1,163,118            
43,400        PropTech Acquisition Corp. 577,226                581,605               
82,700        Pure Acquisition Corp. 1,177,285             1,159,813            
96,900        RMG Acquisition Corp. 1,295,083             1,284,090            
44,300        SC Health Corp. 587,877                596,542               
63,000        Schultze Special Purpose Acquisition Corp. 854,825                858,991               

101,200      Silver Spike Acquisition Corp. 1,342,407             1,336,473            
72,300        Software Acquisition Group Inc. 962,530                952,934               
43,400        South Mountain Merger Corp. 577,418                582,732               

101,600      Spartan Energy Acquisition Corp. 1,383,165             1,365,503            
29,000        Spartan Energy Acquisition Corp., Class 'A' 384,090                382,906               

216,900      Stable Road Acquisition Corp. 2,871,369             2,898,235            
312,900      Subversive Capital Acquisition Corp., Class 'A' 3,974,769             3,957,521            
142,050      Subversive Capital Acquisition Corp., Warrants, (26Aug24) 116,884                193,682               

80,100        TD Ameritrade Holding Corp. 5,483,508             5,169,489            
57,800        Thunder Bridge Acquisition Ltd. 768,299                784,337               

290,600      Tiberius Acquisition Corp. 3,993,608             3,962,266            
58,000        Tiberius Acquisition Corp., Warrants, (10Apr23) -                        85,860                 
57,800        Tortoise Acquisition Corp. 772,809                759,944               
33,900        Trident Acquisitions Corp. 472,257                466,841               
86,800        Trine Acquisition Corp. 1,171,088             1,175,608            

128,200      Tuscan Holdings Corp. 1,789,511             1,756,302            
173,500      Tuscan Holdings Corp. II. 2,276,702             2,273,261            

43,400        Union Acquisition Corp. II. 570,390                574,279               
68,500        VectoIQ Acquisition Corp. 963,022                969,562               

290,800      VersaPay Corp. 772,093                779,344               
16,866        Virgin Galactic Holdings Inc., Warrants, (25Oct24) 8,881                    73,370                 

TOTAL FINANCIALS 106,342,310         106,371,544        50.98

HEALTH CARE
46,780        Allergan PLC. 10,365,959           11,612,844          
33,600        Audentes Therapeutics Inc. 2,625,018             2,610,896            
12,400        Medicines Co. (The). 1,385,835             1,367,706            
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Picton Mahoney Fortified Arbitrage Alternative Fund
(Formerly Vertex Liquid Alternative Fund)
Schedule of Investment Portfolio
As at December 31, 2019 (continued)

Number of Average Fair
Shares/ Cost Value % of

Par Value Description $ $ Total

30,738        Ra Pharmaceuticals Inc. 1,884,895             1,873,203            
163,200      Wright Medical Group NV. 6,340,355             6,459,424            

TOTAL HEALTH CARE 22,602,062           23,924,073          11.47

INFORMATION TECHNOLOGY
114,031      Cypress Semiconductor Corp. 3,480,172             3,454,589            

22,500        InterXion Holdings NV. 2,462,219             2,448,708            
29,000        Tech Data Corp. 5,472,266             5,407,682            

TOTAL INFORMATION TECHNOLOGY 11,414,657           11,310,979          5.42

COMMUNICATION SERVICES
132,252      Zayo Group Holdings Inc. 5,883,022             5,950,647            

TOTAL COMMUNICATION SERVICES 5,883,022             5,950,647            2.85

UTILITIES
138,900      AltaGas Canada Inc. 4,622,850             4,635,093            
353,370      Northland Power Inc., Subscription Receipts. 8,770,127             9,636,400            

83,800        Pattern Energy Group Inc. 2,996,642             2,911,439            
TOTAL UTILITIES 16,389,619           17,182,932          8.24

TOTAL STOCKS 189,986,221         192,455,769        92.24     

TOTAL INVESTMENTS 189,986,221         192,455,769        92.24     

OPTIONS
Put Options

22               Allergan PLC, January 2020, $150.00 USD 8,817                    257                      
82               Allergan PLC, February 2020, $150.00 USD 40,274                  7,880                   

131             Allergan PLC, March 2020, $150.00 USD 34,070                  27,473                 
263             Audentes Therapeutics Inc., February 2020, $55.00 USD 19,595                  1,708                   
375             Bristol-Myers Squibb Co., January 2020, $80.00 USD 55,539                  730                      
355             Cypress Semiconductor Corp., January 2020, $20.00 USD 20,745                  2,305                   

10               Genesee & Wyoming Inc., Class 'A', January 2020, $95.00 USD 138                       32                        
49               Genesee & Wyoming Inc., Class 'A', January 2020, $105.00 USD 969                       159                      
71               Medicines Co. (The), January 2020, $80.00 USD 3,967                    230                      

2,631          Paramount Resources Ltd., Class 'A' March 2020, $6.00 CAD 302,565                99,979                 
34               Ra Pharmaceuticals Inc., April 2020, $40.00 USD 1,829                    1,545                   
47               Ra Pharmaceuticals Inc., April 2020, $45.00 USD 3,692                    3,662                   

110             Zayo Group Holdings Inc., March 2020, $30.00 USD 3,709                    714                      
Total Put Options 495,909                146,674               0.07
TOTAL OPTIONS 495,909                146,674               0.07

TOTAL LONG 190,482,130         192,602,443        92.31     

TOTAL SHORT (Schedule 1) (26,574,065)          (28,051,361)         (13.44)    

FORWARD CONTRACTS
Buy  CAD 7,000,000, Sell USD 5,361,466  @1.30561 - Jan 30, 2020 -                        38,881                 
Buy  CAD 4,000,000, Sell USD 3,043,420  @1.31431 - Jan 30, 2020 -                        48,543                 
Buy  CAD 5,000,000, Sell USD 3,808,627  @1.31281 - Jan 30, 2020 -                        55,027                 
Buy  CAD 7,500,000, Sell USD 5,693,027  @1.31740 - Jan 30, 2020 -                        108,395               
Buy  CAD 37,500,000, Sell USD 28,245,928  @1.32763 - Feb 27,2020 -                        829,065               
Buy  CAD 5,000,000, Sell USD 3,761,774  @1.32916 - Feb 27,2020 -                        116,189               
Buy  CAD 3,000,000, Sell USD 2,277,423  @1.31728 - Feb 27,2020 -                        43,283                 
Buy  CAD 77,300,000, Sell USD 58,930,260  @1.31172 - Mar 27,2020 -                        798,387               
Buy  CAD 3,000,000, Sell USD 2,294,553  @1.30744 - Mar 27,2020 -                        21,275                 
Total Unrealized gain on forward contracts -                        2,059,045            0.99

TOTAL INVESTMENTS AND FORWARD CONTRACTS 163,908,065         166,610,127        79.86     

Transaction Costs (Note 3) (58,857)                 

TOTAL NET INVESTMENTS 163,849,208         166,610,127        79.86
CASH 56,103,124          26.89
OTHER ASSETS, LESS LIABILITIES (14,073,059)         -6.75
TOTAL NET ASSETS ATTRIBUTABLE TO HOLDERS OF REDEEMABLE UNITS 163,849,208         208,640,192        100.00
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Vertex Liquid Alternative Fund
(Formerly Vertex Liquid Alternative Fund)
Schedule of Investment Portfolio
As at December 31, 2019
Schedule 1  

Number of Proceed Fair Value % of
Shares Description $ $ Total

SHORT
 

STOCKS

ENERGY
(27,700)          Paramount Resources Ltd., Class 'A'. (186,867)                  (208,858)               

(81)                 Pembina Pipeline Corp. (3,931)                      (3,899)                   
TOTAL ENERGY (190,798)                  (212,757)               (0.10)             

MATERIALS
(13,500)          Teranga Gold Corp. (88,189)                    (94,770)                 

TOTAL MATERIALS (88,189)                    (94,770)                 (0.05)             

CONSUMER DISCRETIONARY
(6,826)            Eldorado Resorts Inc. (419,676)                  (528,643)               

TOTAL CONSUMER DISCRETIONARY (419,676)                  (528,643)               (0.25)             

HEALTH CARE
(38,969)          AbbVie Inc. (3,732,148)               (4,480,407)            

TOTAL HEALTH CARE (3,732,148)               (4,480,407)            (2.15)             

FINANCIALS
(86,775)          The Charles Schwab Corp. (5,684,986)               (5,359,141)            
(15,900)          Digital Realty Trust Inc. (2,475,960)               (2,472,265)            
(34,988)          Power Corp. of Canada (1,164,834)               (1,170,349)            
(28,103)          Prologis Inc. (3,226,598)               (3,252,999)            

TOTAL FINANCIALS (12,552,378)             (12,254,754)          (5.87)             

INFORMATION TECHNOLOGY
(57,100)          Fitbit Inc. (532,154)                  (487,147)               

TOTAL INFORMATION TECHNOLOGY (532,154)                  (487,147)               (0.23)             

UTILITIES 
(353,370)        Northland Power Inc. (8,848,765)               (9,611,663)            

TOTAL UTILITIES (8,848,765)               (9,611,663)            (4.61)             

TOTAL STOCKS (26,364,108)             (27,670,141)          (13.26)           

OPTIONS
Call Options

(205)               Audentes Therapeutics Inc., February 2020, $60.00 USD (2,885)                      (666)                      
(71)                 Medicines Co. (The), January 2020, $85.00 USD (944)                         (461)                      

(2,631)            Paramount Resources Ltd., Class 'A', March 2020, $7.00 CAD (155,229)                  (284,147)               
(27)                 Ra Pharmaceuticals Inc., April 2020, $50.00 USD (1,943)                      (88)                        
(43)                 Tiffany & Co., January 2020, $135.00 USD (1,115)                      (223)                      
(65)                 Tiffany & Co., February 2020, $135.00 USD (1,656)                      (1,013)                   

(549)               Wright Medical Group NV, January 2020, $30.00 USD (22,834)                    (42,774)                 
(266)               Wright Medical Group NV, February 2020, $30.00 USD (14,441)                    (32,814)                 
(143)               Wright Medical Group NV, May 2020, $30.00 USD (8,910)                      (19,034)                 

(209,957)                  (381,220)               (0.18)             

TOTAL OPTIONS (209,957)                  (381,220)               (0.18)             

TOTAL SHORT (26,574,065)             (28,051,361)          (13.44)           
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Picton Mahoney Fortified Arbitrage Alternative Fund 
(Formerly Vertex Liquid Alternative Fund) 
Notes to Financial Statement 
December 31, 2019 

1. Establishment of the Fund

Picton Mahoney Fortified Arbitrage Alternative Fund (formerly Vertex Liquid Alternative Fund) (the 
“Fund") was formed on January 3, 2019 under the laws of British Columbia. The Fund commenced 
operations on January 17, 2019. Picton Mahoney Asset Management acts as manager (the “Manager”) 
and portfolio advisor (the “Portfolio Advisor”) for the Fund. The Manager is responsible for the day-to-
day business of the Fund, including the management of the Fund’s investment portfolio. The address of 
the Fund’s registered office is 33 Yonge Street, Suite 830, Toronto, Ontario, M5E 1G4. CIBC Mellon 
Trust Company is the Trustee and (the “Trustee”) and the Custodian (the “Custodian”) of the Fund. The 
financial statements are presented in Canadian dollars (CAD). These financial statements were authorized 
for issue by Vertex One Asset Management Inc. on March 25, 2020.  

On October 21, 2019, the Manager and Vertex One Asset Management Inc. (“Vertex”), the previous 
manager for the Fund, entered into a purchase agreement (the “Purchase Agreement”) pursuant to which 
the Manager acquired the investment fund management contracts for the Fund as of January 13, 2020 
(the “Transaction”).  

Unitholders of the Fund approved the change of manager from Vertex to the Manager at a special meeting 
of the Fund’s unitholders on November 28, 2019. Further details of the Transaction were provided in a 
management information circular that was sent to unitholders in connection with the meetings as required 
by securities regulations, which is also available under the Fund’s profile at www.sedar.com. On closing 
of the Transaction, the Manager became the investment fund manager and Portfolio Advisor of the Fund. 

The Fund may issue an unlimited number of classes or series and may issue an unlimited number of units 
of each class or series. The Fund has created Class A, Class F, and Class I (formerly Class O) units. 

Class A units are available to all investors. Class F units have lower fees than Class A units and are 
generally available only to investors who have fee-based accounts with dealers who have been approved 
by us to sell Class F units. Class I units are available to the Picton Mahoney Fortified Arbitrage Plus 
Alternative Fund, other investment funds managed by the Manager, institutional investors and to other 
investors on a case-by-case basis, all at the discretion of the Manager. There are no fees associated with 
this class in order to prevent fee duplication. As at December 31, 2019, the Fund currently has 3 classes 
of units: Class A, Class F, and Class I. 

The investment objective of the Fund is to generate consistent, positive returns, with low volatility and 
low correlation to equity markets by investing in securities in Canada, the United States and in other 
foreign jurisdictions.  

The Fund falls within the definition of an “alternative mutual fund” set out in NI 81-102 as it is permitted 
to use strategies generally prohibited by other types of mutual funds, such as the ability to invest more 
than 10% of its NAV in securities of a single issuer, either directly or through the use of specified 
derivatives, the ability to borrow cash, up to 50% of its NAV, to use for investment purposes, the ability 
to sell securities short (the combined level of cash borrowing and short selling is limited to 50% of its 
NAV in aggregate), and the ability to use leverage through the use of cash borrowing, short selling and 
specified derivatives. The maximum aggregate exposure to these sources of leverage, as calculated in 
accordance with section 2.9.1 of NI 81-102, shall not exceed 300% of the fund’s NAV. 
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Picton Mahoney Fortified Arbitrage Alternative Fund  
(Formerly Vertex Liquid Alternative Fund) 
Notes to Financial Statement 
December 31, 2019 
 

 

2.  Basis of accounting 
These financial statements have been prepared in compliance with International Financial Reporting 
Standards (IFRS) as issued by the International Accounting Standards Board (“IASB”). The financial 
statement have been prepared under the historical cost convention, as modified by the revaluation of 
financial assets and financial liabilities (including derivative financial instruments) at fair value through 
profit and loss. 
 
3.  Significant accounting policies 

 
Financial assets and financial liabilities at fair value through profit or loss 
a) Classification 

i. Assets 
The Fund classifies its investments based on both Fund’s business model for managing those 
financial assets and contractual cash flow characteristics of the financial assets. The portfolio of 
financial assets is managed and performance is evaluated on a fair value basis. The Fund is 
primarily focused on fair value information and uses that information to assess the assets’ 
performance and to make decisions. The Fund has not taken the option to irrevocably designate any 
equity securities as fair value through other comprehensive income. The contractual cash flows of 
the Fund’s debt securities are solely principal and interest, however, these securities are neither 
held for the purpose of collecting contractual cash flows nor held both for collecting contractual 
cash flows and for sale. The collection of contractual cash flows is only incidental to achieving the 
Fund’s business model’s objective. Consequently, all investments are measured at fair value 
through profit or loss. 

 
ii. Liabilities 

The fund makes short sales in which borrowed security is sold on anticipation of a decline in the 
market value of that security, or it may use short sales for various arbitrage transactions. Short sales 
are held for trading and are consequently classified as financial liabilities at fair value through profit 
or loss. Derivative contracts that have a negative fair value are presented as liabilities at fair value 
through profit or loss. 

 
iii. Other financial assets and other financial liabilities 

Other financial assets (held for collection) and other financial liabilities are measured at amortized 
cost. Under this method, financial assets and liabilities reflect the amount required to be received 
or paid, discounted, where appropriate at the contract’s effective interest rate. Due to their short-
term nature, the fair value of other financial assets and financial liabilities carried at amortized cost 
approximates their carrying amount. 

 
As such, the Fund classifies all of its investment portfolio as financial assets or liabilities as fair value 
through profit or loss. 
 
The Fund’s policy requires the Manager to evaluate the information about these financial assets and 
liabilities on a fair value basis together with other related financial information. 
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Picton Mahoney Fortified Arbitrage Alternative Fund  
(Formerly Vertex Liquid Alternative Fund) 
Notes to Financial Statement 
December 31, 2019 
 

 

b) Recognition, derecognition and measurement 
Regular purchases and sales of investments are recognized on the trade date – the date on which the Fund 
commits to purchase or sell the investment. Financial assets and financial liabilities are initially 
recognized at fair value. Transaction costs related to financial instruments at FVTPL are expensed as 
incurred in the Statement of Comprehensive Income. 
 
Financial assets are derecognized when the rights to receive cash flows from the investments have expired 
or the Fund has transferred substantially all risks and rewards of ownership. 
 
When the Fund purchases an option, an amount equal to fair value which is based on the premium paid 
is recorded as an asset. When the Fund writes an option, an amount equal to fair value which is based on 
the premium received by the Fund is recorded as a liability. When options are closed, the difference 
between the premium and the amount paid or received, net of brokerage commissions, or the full amount 
of the premium if the option expires worthless, is recognized as a gain or loss and is presented in the 
Statement of Comprehensive Income within net realized gain (loss) on investments and derivatives.  
 
Subsequent to initial recognition, all financial assets and financial liabilities at fair value through profit 
or loss are measured at fair value. Gains and losses arising from changes in the fair value of the ‘financial 
assets or financial liabilities at fair value through profit or loss’ category are presented in the Statement 
of Comprehensive Income within net change in unrealized appreciation (depreciation) on investments 
and derivatives in the period in which they arise. 
 
All other financial assets and liabilities are measured at amortized cost due to their short-term nature. 
 
c) Income Recognition 
Dividend income from financial assets at fair value through profit or loss is recognized in the Statement 
of Comprehensive Income within Dividend income when the Fund’s right to receive payments is 
established. Interest on debt securities at fair value through profit or loss is recognized in the Statement 
of Comprehensive Income as Interest for distribution purposes which represents the coupon interest on 
debt instruments held by the Fund determined on an accrual basis. The Fund does not amortize premiums 
paid or discounts received on the purchase of fixed income securities. Interest on cash balances are also 
recognized in the Statement of Comprehensive Income as Interest for distribution purposes. Net realized 
gain (loss) and Net change in unrealized appreciation (depreciation) of investments are determined on an 
average cost basis. Average cost does not include amortization of premiums or discounts on fixed income 
securities with the exception of zero coupon bonds. Transaction costs are costs incurred to acquire 
financial assets or liabilities at fair value through profit or loss. They include fees and commissions paid 
to agents, advisers, brokers and dealers. Transaction costs, when incurred, are immediately recognized in 
profit or loss as an expense. 
 
Fair value measurement 
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. For financial statement purposes, 
investments traded on a recognized exchange, are recorded at fair value, established by last traded market 
price where the last traded market price falls within the day’s bid ask spread. In circumstances where the 
last traded price is not within that day’s bid-ask spread, the Manager determines the point within the bid-
ask spread that is most representative of fair value based on specific facts and circumstances.  
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The value of any security which is not listed or traded on an exchange, but which is listed or traded on 
another market, including an over-the-counter market, being a marketplace other than an exchange where 
securities are normally purchased and sold and quotations are in common use in respect thereof, shall be 
determined in the same manner as a listed security by reference to prices on that market.  
 
Warrants if listed on a recognized exchange are valued at the latest available close price.  If the warrants 
are not listed, but a secondary market exists then the independent broker prices (if available), who trade 
in such market will be used.  If no secondary market exists, the warrants will be valued using the Black 
Scholes option pricing model.  
 
The value of any security or property for which, in the opinion of the Manager the published market 
quotations are not readily available shall be the fair value as determined by the Manager based on 
valuation techniques. The fair value of certain securities are determined by using valuation models that 
are based, in part, on assumptions that are not supported by observable market inputs. These methods and 
procedures may include, but are not limited to, performing comparisons with prices of comparable or 
similar securities, discounted cash flow analysis, obtaining valuation related information from issuers 
and/or other analytical data relating to the investment and using other available indicators of value. These 
values are independently assessed internally to ensure that they are reasonable. However, because of the 
inherent uncertainty of valuation, the estimated fair values for the aforementioned securities and interests 
may be materially different from the values that would have been used had a ready market for the 
investment existed. The fair values of such securities are affected by the perceived credit risks of the 
issuer, predictability of cash flows and the length of time to maturity. 
 
Cash 

Cash is comprised of cash on deposit. 

Collateral 

Cash collateral provided by the Fund is identified in the Statement of Financial Position as “Cash, pledged 
as collateral”, if any. For collateral other than cash, if the party to whom the collateral is provided has the 
right by contract or custom to sell or re-pledge the collateral, the Fund classifies that asset in its Statement 
of Financial Position separately from other assets and identifies the asset as “Investments, pledged as 
collateral”. Where the party to whom the collateral is provided does not have the right to sell or re-pledge, 
the collateral provided is disclosed in the notes to the financial statement.  

Forward contracts 

The Fund enters into forward contracts to manage risk or to achieve desired returns. Gains or losses are 
realized based on the settlement term of the forward contracts. These forward contracts are valued based 
on the difference between the contract rate and the current market prices for the underlying asset, adjusted 
to reflect credit risk and other relevant factors as applicable. The unrealized gain or loss is reflected in the 
Statement of Financial Position as Forward contracts.  
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(Formerly Vertex Liquid Alternative Fund) 
Notes to Financial Statement 
December 31, 2019 
 

 

Options 
Option premiums paid or received by the Fund are, so long as the options are outstanding, reflected in the 
Schedule of Investments. Exchange traded options are valued at their last traded market price where the 
last traded market price falls within the day’s bid-ask spread.  In cases where the last traded price is not 
within the day’s bid-ask spread, the Manager determines the point within the bid-ask spread that is most 
representative of fair value based on specific facts and circumstances. Over the counter options are valued 
using industry-accepted modeling techniques on each valuation day.   
 
Realized gains and losses relating to purchased options may arise from: 
 
i) Expiration of purchased options – realized losses will arise equal to the premium paid; 
ii) Exercise of the purchased options – for put options, realized gains will arise up to the intrinsic value 

of the option net of premiums paid and for call options, the premium will be added to the cost base 
of the security purchased; or  

iii) Closing of the purchased options – realized gains or losses will arise equal to the proceeds from 
selling the options to close the position, net of any premium paid. 

 
Realized gains and losses relating to written options may arise from: 
 
i) Expiration of the written options – realized gains will arise equal to the premium received; 
ii) Exercise of the written options – for call options, realized gains or losses will arise equal to the sum 

of the premium received and the realized gain or loss from the disposition of the related portfolio 
investment at the exercise price of the option and for put option, the premium will be deducted from 
the cost base of the security purchased; or 

iii) Closing of the written options – realized gains or losses will arise equal to the cost of purchasing 
options to close the position net of any premium received. 
 

Realized gains and losses related to options are included in “Net realized gain (loss) on investments and 
derivatives” in the Statement of Comprehensive Income. 
 
Foreign currency translation 
The Fund’s subscriptions and redemptions are denominated in Canadian dollars which is also its 
functional and presentation currency. Assets and liabilities in foreign currencies are translated into 
Canadian dollars at the rate of exchange prevailing at the year end. Purchases and sales of investments 
and income and expenses are translated into Canadian dollars at the rate of exchange prevailing at the 
transaction date. Foreign exchange gains and losses relating to cash are presented as “foreign exchange 
gain (loss) on cash” and those related to investments and derivatives are included in “net realized gain 
(loss) on investments and derivatives” and “net change in unrealized (depreciation) appreciation  on 
investments and derivatives”.  

Leverage 

Leverage occurs when the Fund’s notional exposure to underlying assets is greater than the amount 
invested, and may not exceed 300% of the Fund’s NAV. Notional exposure equals to the total of the 
following: (i) the aggregate  value of the Fund’s outstanding indebtedness; (ii) the aggregate market value 
of physical short sales on equities, fixed income securities or other portfolio assets; and (iii) the aggregate 
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notional value of the Fund’s specified derivatives positions excluding any specified derivatives used for 
hedging purposes. The calculation excludes cash and other net assets of the Fund. 

During the period from the Fund’s inception to December 31, 2019, the Fund’s leverage position ranged 
from 3.13% to 26.30% of the Fund’s NAV. The low end of the range occurred at the time of the Fund’s 
launch, when its strategies were first implemented. The high end of the range was reached when the Fund 
achieved steady-state after launch. The primary sources of leverage were the short sales of securities and 
the margin borrowings, which is governed by a prime brokerage agreement between the Fund and CIBC. 

Margin Borrowings 
Borrowings are recognized at fair value net of transaction costs incurred. They are subsequently valued 
at amortized cost; any difference is recognized in the Statement of Comprehensive Income over the period 
of the borrowing using the effective interest method.  
 
The Fund has a margin borrowing facility for investment purposes up to 50% of its most recently 
calculated net asset value attributable to holders of redeemable units. 
 
The margin borrowing facility has no maturity and bears interest at Canadian overnight rates plus agreed 
spread with CIBC. The margin borrowing facility can be settled by the Fund at its discretion without any 
penalty. The margin borrowings from CIBC are due on demand. 
 
The carrying value of the margin borrowing approximates its fair value and is shown as “Margin 
borrowings” in the Statement of Financial Position. For the period from January 17, 2019 to December 
31, 2019, the average margin borrowing was $1,301,303. 
 
Securities sold short 

The Fund may sell a security it does not own in anticipation of a decline in the fair value of that security. 
It may also enter short positions to hedge against long positions. When the Fund sells a security short, it 
must deliver the security sold short to the purchaser at a future date. A gain, limited to the proceeds 
received on the security sold short, or a loss, unlimited in size, will be realized when the securities to 
cover the short sale obligation are acquired by the Fund. Securities sold short are reported in the financial 
statement as a liability at fair value through profit or loss as described above under recognition. Dividends 
and interest on these securities sold short are payable to the purchaser and are recognized in “Dividends, 
paid on shorts” or “Interest, paid on shorts” in the Statement of Comprehensive Income. 
 
Increase (decrease) in net assets attributable to holders of redeemable units for each Class 

Increase (decrease) in net assets attributable to holders of redeemable units per unit in the Statement of 
Comprehensive Income represents the increase (decrease) in net assets attributable to holders of 
redeemable units for the period per class, divided by the weighted average units outstanding during the 
period for that class. 
 
Net Assets attributable to holders of redeemable units and related per unit amounts 
 
The Fund issues three classes of redeemable units, which are redeemable at the holder’s option and do 
not have identical rights. Such units are classified as financial liabilities. Redeemable units can be put 
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back to the Fund at any dealing date for cash equal to a proportionate share of the Fund’s net asset value 
attributable to the unit class Units are redeemable daily. The redeemable units are carried at the 
redemption amount that is payable at the Statement of Financial Position date if the holder exercises the 
right to put the unit back to the Fund. Redeemable units are issued and redeemed at the holder’s option 
at prices based on the Fund’s net asset value per unit at the time of issue or redemption. The Fund’s net 
asset value per unit is calculated by dividing the net assets attributable to the holders of each class of 
redeemable units with the total number of outstanding redeemable units for each respective class. 
Investment positions are valued based on the last traded market price for the purpose of determining the 
net asset value per unit (NAV) for transactions with unitholders. As at December 31, 2019, there were no 
differences between the Fund’s net asset value per security and its net assets per security calculated in 
accordance with IFRS. 
 
A separate NAV is calculated for each Class of units of the Fund by taking the Class’ proportionate share 
of the Fund’s common assets less that Class’ proportionate share of the Fund’s common liabilities and 
deducting from this amount all liabilities that relate solely to a specific Class. The NAV per unit for each 
Class is determined by dividing the NAV of each Class by the number of units of that Class outstanding 
on the valuation date. 
 
Classification of redeemable units issued by the Fund 
 
Under IFRS, IAS 32 requires that units or shares of an entity which include a contractual obligation for 
the issuer to repurchase or redeem them for cash or another financial asset be classified as financial 
liability. The Fund’s units do not meet the criteria in IAS 32 for classification as equity and therefore, 
have been classified as financial liabilities. 
 
Taxation  
 
The Fund qualifies as a mutual fund trust under the Income Tax Act (Canada). All of the Fund’s net 
income for tax purposes and sufficient net capital gains realized in any period are required to be 
distributed to unitholders such that no income tax is payable by the Fund. As a result, the Fund has 
determined that it is in substance not taxable and therefore does not record income taxes in the Statement 
of Comprehensive Income nor does it recognize any deferred tax assets or liabilities in the Statement of 
Financial Position. As at December 31, 2019, the Fund had $nil unused capital losses which have no 
expiry and $nil non-capital loses.  
 
The Fund currently incurs withholding taxes imposed by certain countries on investment income and 
capital gains. Such income and gains are recorded on a gross basis and the related withholding taxes are 
shown as a separate expense in the Statement of Comprehensive Income. 
 

4. Critical accounting estimates and judgments 
The preparation of financial statement requires management to make judgments in applying its accounting 
policies and to make estimates and assumptions that affect the reported amounts and disclosures in the 
financial statement. Actual amounts could differ from those estimates. 
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Fair value measurement of derivatives and securities not quoted in an active market 
The Fund holds financial instruments that are not quoted in active markets, including derivatives. Fair 
values of such instruments are determined using valuation techniques and may be determined using 
reputable pricing sources. Broker quotes as obtained from the pricing sources may be indicative and not 
executable. Where no market data is available, the Fund may value positions using its own models, which 
are usually based on valuation methods and techniques generally recognized as standard within the 
industry. The models used to determine fair values are validated and periodically reviewed by the 
Manager, independent of the party that created them. The models used for private equity securities are 
based mainly on earnings multiples adjusted for a lack of marketability as appropriate. 
Models use observable data, to the extent practicable. However, areas such as credit risk, volatilities and 
correlations require the Manager to make estimates. Changes in assumptions about these factors could 
affect the reported fair values of financial instruments.  The Fund considers observable data to be market 
data that is readily available, regularly distributed and updated, reliable and verifiable, not proprietary, 
and provided by independent sources that are actively involved in the relevant market.  See Note 5 for 
more information on the fair value measurement of the Fund’s financial instruments.   
 
5. Fair value disclosure 
The Fund classifies fair value measurements within a hierarchy that prioritizes the inputs to valuation 
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices 
in active markets for identical assets or liabilities (level 1 measurement) and the lowest priority to 
unobservable inputs (level 3 measurements). The three levels of the fair value hierarchy are as follows. 

Level 1- quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can 
access at the measurement date. 

Level 2- inputs other than quoted prices included within Level 1 that are observable for the asset or 
liability, either directly or indirectly. 

Level 3- unobservable inputs for the asset or liability. 
 
The Fund’s financial instruments which are recorded at fair value have been categorized based upon this 
fair value hierarchy. The following fair value hierarchy table presents information about the Fund’s 
financial instruments measured at fair value as at December 31, 2019. 
 

Level 1 Level 2 Level 3 Total
Stocks - Long 138,429,215$       53,250,709$             -$                         191,679,924$         
Warrants 711,571                64,274                      -                           775,845                  
Options 110,537                36,137                      -                           146,674                  
Forward contracts -                            2,059,045                 -                           2,059,045               

139,251,323$       55,410,165$             -$                         194,661,488$         

Financial Assets at fair value as at December 31, 2019

 
 

Level 1 Level 2 Level 3 Total
Stocks - Short (27,670,141)$        (27,670,141)$      
Options (361,433)               (19,787)                    (381,220)             
Warrants                                                      

(28,031,574)$        (19,787)$                  -$                         (28,051,361)$      

Financial Liabilities at fair value as at December 31, 2019
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Investments are classified as Level 1 when the related security or derivative is actively traded and a quoted 
price is available.  If an investment classified as Level 1 subsequently ceases to be actively traded, it is 
transferred out of Level 1.  In such cases, investments are reclassified into Level 2, unless the 
measurement of its fair value requires the use of significant unobservable inputs, in which case it is 
classified as Level 3. Likewise, if an investment classified as Level 2 or Level 3, subsequently becomes 
actively traded and/or have a quoted price available, it is transferred into Level 1. 

The Fund uses the following techniques to determine the Level 2 fair value measurements: 
Equities - The fair value of equities are determined using inputs other than quoted prices included in level 
1 that are observable for the asset or liability directly or indirectly. This includes transaction prices in 
markets that are not active for identical instruments, quoted prices in markets for similar, but not identical, 
instruments and transaction prices in markets that are not active for similar, but not identical, instruments. 
 
Bonds - The fair value of bonds are determined by obtaining the quoted market prices or executable dealer 
quotes for identical or similar instruments in inactive markets, or other inputs that are observable or can 
be corroborated by observable market data. In addition the fund also values the investments using the net 
present value of estimated future cash flows. 
 
Forward contracts - The fair value of forward foreign exchange contracts is determined using the forward 
exchange rates at the measurement date, with the resulting value discounted back to present value. 
 
Options and other over-the-counter derivatives - Options and other over-the-counter derivatives are 
classified as level 1 when they are exchange traded and prices are readily available on the market. Where 
they are not traded, the Fund uses a variety of methods and makes assumptions that are based on market 
conditions existing at each year end date. Valuation techniques used for these non-standardized financial 
instruments, such as options and other over-the-counter derivatives, include the use of comparable recent 
arm’s length transactions, reference to other instruments that are substantially the same, option pricing 
models and other valuation techniques commonly used by market participants making the maximum use 
of market inputs and relying as little as possible on entity-specific inputs. Where the inputs are observable, 
the options and other over-the-counter derivatives are classified into level 2. Where the inputs are not 
observable, they are classified into level 3.  
 
Warrants – Warrants are classified as level 1 when they are exchange traded and prices are readily 
available on the market. Where they are not traded, the fair value of warrants are valued using the Black 
Scholes options pricing model. The warrants are classified as Level 2 where the underlying security is 
listed and the other inputs are observable. 
 
Level 3 fair value measurements and sensitivity analysis  
 
There were no level 3 securities held for assets and liabilities as at December 31, 2019. 
 
6. Offsetting of Financial Instruments  
 
Financial assets and liabilities are offset and the net amount reported in the Statement of Financial 
Position where the Fund currently has a legally enforceable right to set-off the recognized amounts and 
there is an intention to settle on a net basis or realize the asset and settle the liability simultaneously. In 
the normal course of business, the Fund enters into various master netting agreements or other similar 
arrangements that do not meet the criteria for offsetting in the Statement of Financial Position but still 
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allow for the related amounts to be set off in certain circumstances, such as bankruptcy or the termination 
of the contracts. 
 
The following table presents the recognized financial instruments that are offset, or subject to enforceable 
master netting arrangements or other similar agreements but not offset, as at December 31, 2019, and 
shows in the ‘Net’ column what the net impact would be on the Fund’s Statement of Financial Position 
if all set-off rights were exercised. 
 

Net

Financial Assets and Liabilities as at 
December 31, 2019

Gross Assets 
(Liabilities)

Gross Assets 
(Liabilities) Offset

Net Amounts
Financial 

Instruments

Cash Collateral 
Received 
(Pledged)

Derivative assets  2,059,045   -  2,059,045   -   -  2,059,045
Derivative liabilities   -   -   -   -   -   -
Total  2,059,045   -  2,059,045   -   -  2,059,045

Amounts Offset ($) Amounts Not Offset ($)

 
 
7. Interest in unconsolidated structured entities 
 
The Fund has determined that its investments in underlying funds, securitizations, asset-backed securities 
and mortgage-backed securities, if any, are unconsolidated structured entities. The determination is based 
on the fact that decision making about the underlying funds, securitizations, asset-backed securities and 
mortgage-backed securities is not governed by the voting right or other similar right held by the Fund. 
 
The Fund may invest in underlying funds whose investment objectives range from achieving short-term 
to long-term income and capital growth potential. Underlying funds may use leverage in a manner 
consistent with their respective investment objectives and as permitted by Canadian securities regulatory 
authorities. Underlying funds finance their operations by issuing redeemable units which are puttable at 
the holders’ option and entitles the holder to a proportionate value in the respective fund’s Net Assets. 
The change in fair value of each of the underlying funds during the period is included in “Net change in 
unrealized appreciation (depreciation) on investments and derivatives” in the Statement of 
Comprehensive Income. 
 
The Fund does not provide and has not committed to providing any additional significant financial or 
other support to the unconsolidated structured entities other than its investments in the unconsolidated 
structured entities. 
 
There was no interest in unconsolidated structured entities as at December 31, 2019. 
 
Investment Entity 
 
The fund has determined that it meets the definition of an "investment entity" and as a result, it measures 
subsidiaries, if any, at FVTPL. An investment entity is an entity that: obtains funds from one or more 
investors for the purposes of providing them with investment management services, commits to its 
investors that its business purpose is to invest funds solely for returns from capital appreciation, 
investment income, or both, and measures and evaluates the performance of substantially all of its 
investments on a fair value basis. The most significant judgement that the Fund has made in determining 
that it meets this definition is that fair value is the primary measurement attribute used to measure and 
evaluate the performance of substantially all of its investments. 
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8. Redeemable units 
 
Redeemable units transactions include amounts representing unit subscriptions, unit redemptions, and 
units reinvested. Units are redeemable daily. The Fund generally has no restrictions or specific capital 
requirements on the subscription and redemptions of units. In accordance with the objectives and the risk 
management policies outlined in note 11, the Fund endeavours to invest the subscriptions received in 
appropriate investments while maintaining sufficient liquidity to meet redemptions, such liquidity being 
managed by investing the majority of assets in investments that can be readily disposed. The following 
table summarizes the changes in the number of redeemable units during the period: 
 

Class A Class F Class I
Units - Beginning of period                                  -                                  -                                  - 

Redeemable units issued                      354,545                   3,176,126                 17,655,355 
Redeemable units reinvested                          3,402                        24,285                      239,359 
Redeemable units redeemed                      (44,683)                    (286,047)                    (831,842)

Units - End of period                      313,264                   2,914,364                 17,062,872 

December 31, 2019

 
 
9. Fees and expenses 
 
a) Management fees 
As consideration for the services provided by the Manager, the Fund pays the Manager a management 
fee, monthly in arrears. The management fee is calculated daily, on each business day, as a percentage of 
the NAV of each class of Units that comprise the Fund. The management fee may vary from class to class 
and will be deducted as an expense of each Fund in the calculation of the net profits of such Fund. The 
management fee for each of the existing classes of Units is as follows: 
 
Class A: 1/365 of 2% (2% per annum) of the aggregate NAV of the Class A Units on the preceding 
business day.plus applicable taxes.   
 
Class F: 1 1/365 of 1% (1% per annum) of the aggregate NAV of the Class F Units on the preceding 
business day plus applicable taxes. 
 
Class I: No management fees are payable for Class I Units. Class I Units are not available for purchase 
directly by investors. 
Management fees amounting to $174,104 were incurred for the period ended December 31, 2019 of which 
$25,840 were outstanding at period end. 
 
b) Performance fees 
The Manager is entitled to a performance fee in relation to each Class A Units and Class F Units that is 
equal to 15% of the amount by which the total return of the class of Units exceeds the previous high water 
mark for each applicable class of Units. Any day a performance fee is paid for the Fund, a high water 
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mark is set, which is equal to the NAV of such Fund on such date, after deducting all fees and expenses. 
No further performance fee will be paid until the NAV, adjusted for any distributions since the high water 
mark was last set, exceeds this high water mark value. This high water mark is perpetual and cannot be 
reset. Deficiencies to the high water mark accrue for each day the Fund does not exceed the high water 
mark and performance fees will not be accrued until the class of Units of the Fund has exceeded the high 
water mark. There is no performance fee associated with Class I Units of the Fund. 
Performance fees for the Fund will be calculated and accrued (and become payable) daily, and such 
accrued fees will be paid by the Fund quarterly such that, to the extent possible, the Unit price each day 
will reflect any performance fees payable at the end of such day. The Manager reserves the right to change 
the period for which any performance fee may be paid by a Fund to the Manager. Performance fees are 
subject to applicable taxes. 
No change in the Manager’s performance fee payment policy will be made without at least 60 days notice 
to the unitholders. The Manager has reserved the right to change the period for which any performance 
fee may be paid by the Fund to the Manager. 

Performance fees amounting to $91,229 were incurred for the period ended December 31, 2019 of which 
$58,805 were outstanding at period end. 

c) Other fees and expenses 
The Fund is responsible for the payment of all fees and expenses relating to its operation, including the 
fees and expenses of the record-keeper, audit, accounting, administration (other than advertising and 
promotional expenses which are paid for by the Manager), record keeping and legal fees and expenses, 
custody and safekeeping charges, all costs and expenses associated with the qualification for sale of units, 
providing financial and other reports to unitholders and convening and conducting meetings of 
Unitholders, all taxes, assessments or other governmental charges levied against the Fund, interest and 
all brokerage and other fees relating to the purchase and sale of the assets of the Fund.  The Manager will 
pay for all expenses associated with the identification and management of the Fund’s investments (other 
than direct expenses such as interest charges on margin borrowings and brokerage fees, which are the 
responsibility of the Fund). 
 
At the discretion of the Manager, certain expenses, as defined in the simplified prospectus, were absorbed 
during the period in the amount of $103,612. 
 
10. Soft dollar commissions 

Soft dollar commissions relate to amounts paid to brokers in exchange for research or other services 
provided to the Manager. The Fund paid $6,889 in soft dollar commissions during the period. 

 

11. Financial risk management  

The Fund may use various forms of leverage that increases the effect of any investment value changes on 
capital. These include the use of margin borrowings and derivatives. While borrowing and leverage 
present opportunities for increasing total return, they have the effect of potentially increasing losses as 
well. 
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If the gains on financial assets made with borrowed funds are less than the costs of the leverage or, under 
certain circumstances, if the borrowing is terminated by the applicable lenders or counterparties in 
advance of its stated term, the value of the Fund’s net assets attributable to holders of redeemable units 
will decrease. Therefore, any event that adversely affects the value of an investment by the Fund would 
be magnified to the extent leverage is employed. The cumulative effect of the use of leverage in a market 
that moves adversely to a leveraged investment could result in a substantial loss which would be greater 
than if leverage were not used. 

The Fund’s financial instruments consist of investments, investments pledged as collateral, cash, cash 
pledged as collateral, due from broker, dividends receivable, other receivable, subscriptions receivable, 
derivative financial instruments, securities sold short, dividends payable on securities sold short, 
management fees payable, accrued performance fees, margin borrowings, accounts payable and accrued 
liabilities, due to broker and redemptions payable. As a result, the Fund is exposed to various types of 
risks that are associated with its investment strategies, financial instruments and markets in which it 
invests. The Manager maintains a risk management practice that includes daily monitoring of the returns- 
based risk profile of the Fund. The purpose of such practices is to minimize the potential adverse effect 
of each risk on the Fund’s financial performance while being consistent with the Fund’s investment 
objective. The risks include market risk (including interest rate risk, other price risk, and currency risk), 
credit risk and liquidity risk. These risks and related risk management practices employed by the Fund 
are discussed below: 

a)  Other price risk 

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market prices (other than interest rates and foreign currency exchange rates). The 
investments of the Fund are subject to normal market fluctuations and the risks inherent in investment in 
financial markets. The maximum risk resulting from financial instruments held by the Fund is determined 
by the fair value of the financial instruments. The Manager moderates this risk through a careful selection 
of securities within specified limits and the Fund’s other price risk is managed through diversification of 
the investment portfolio. The Manager monitors the Fund’s overall market positions on a daily basis and 
positions are maintained within established ranges. As at December 31, 2019, the overall market 
exposures were as follows: 

Fair Value
% Net
Assets

Equity securities (Long) 192,455,769$      92.24%
Derivative assets
    Option contracts 146,674               0.07%
Total market exposure 192,602,443$      92.31%

At December 31,
2019
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Fair Value
% Net
Assets

Equity securities (Short) (27,670,141)$             (13.26%)
Derivative liabilities
    Option contracts (381,220)                      (0.18%)
Total market exposure (28,051,361)$             (13.44%)

At December 31,
2019

 

Short selling risk is the risk of loss related to short selling transactions. The Fund will profit from a short 
sale transaction if the value of the borrowed security declines in value from the time the Fund sells the 
stock to the time the Fund closes out its short position. There is no certainty that the security price will 
decline, and unlike long positions, where the risk of loss is limited to the amount of the initial investment, 
short positions may be closed out at a price that would result in a significant loss for the Fund. The Fund’s 
discretion may be limited in an open short sale transaction. For example, the lender may recall the security 
unexpectedly, or go bankrupt thereby jeopardizing the recoverability of collateral. As well, the Fund may 
encounter difficulty repurchasing the security should that security’s liquidity become compromised in the 
marketplace. The Fund mitigates such risk by shorting only liquid securities, and by depositing the 
appropriate collateral against the short positions. 

As of December 31, 2019, if the Fund’s net equity position and option investments had increased or 
decreased by 5%, with all other variables held constant, this would have approximately increased or 
decreased net assets by $8,227,554. Actual results may differ from this sensitivity analysis and those 
results could be material. 
 
b)  Interest rate risk 

The Fund uses various forms of leverage that increase the Fund’s interest costs. There is no guarantee 
that existing borrowing arrangements or other arrangements for obtaining leverage can be refinanced at 
rates as favourable to the Fund as those available in the past. Should interest rates increase or decrease by 
25 basis points the Fund’s borrowing costs would increase or decrease by approximately $30,124. Actual 
results may differ from this sensitivity analysis and those results could be material. The Manager reviews 
the interest rate exposure on a regular basis. 
 
As at December 31, 2019, the Fund does not hold any interest bearing fixed income securities. As a result, 
the Fund had no significant direct interest rate risk due to fluctuations in the prevailing level of market 
interest rates which could impact the Fund’s cash flows and the fair values of its interest bearing 
investments. 
 
c)  Currency risk 
Currency risk is the risk that the value of net investments denominated in currencies, other than Canadian 
Dollars, the functional currency of the Fund, will fluctuate due to changes in foreign exchange rates. The 
Fund holds assets and liabilities, including cash, short-term investments, equities, and options that are 
denominated in currencies other than the Canadian Dollar. It is therefore exposed to currency risk, as the 
value of and cash flows associated with the securities denominated in other currencies fluctuate due to 
changes in exchange rates. The Manager reviews the currency positions of the Fund on a regular basis 
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and the Fund may enter into foreign exchange forward contracts for hedging purposes to reduce its foreign 
currency exposure or to establish exposure to foreign currencies. 

The currency risk reflects the net impact after taking into consideration the forward contracts. Actual 
results may differ from this sensitivity analysis and those results could be material. As at December 31, 
2019, if the Canadian dollar strengthened or weakened by 5% in relation to all other currencies, with all 
other variables held constant the decrease or increase respectively in net assets would approximately 
amount to values as disclosed in the table below: 

Monetary 
exposure **

Non-monetary 
exposure *

Assets Hedged by 
forward contracts

Net currency 
exposure

% of Net assets
attributable to

holders of
redeemable

units
5%  Decrease  

/increase
US Dollar (5,100,044)$       153,547,162       (147,240,955)$       1,206,163$         0.58% 60,308$              
Total (5,100,044)$       153,547,162$     (147,240,955)$       1,206,163$         0.58% 60,308$              

As at December 31, 2019

* The non-monetary exposure is net of short securities, if any. 

** The monetary exposure is net of loan payables, if any. 
 
d)  Liquidity risk 

Liquidity risk is the risk that a fund may not be able to settle or meet its obligations on time or at a 
reasonable price.  The Fund’s exposure to liquidity risk is concentrated in the cash redemptions of units, 
and borrowings at the daily valuation date.  The Fund invests primarily in securities that are traded in 
active markets and can be readily disposed of.  The Fund may, from time to time, invest in derivative 
contracts traded over the counter or in unlisted securities, which are not traded in an organized market 
and may be illiquid. As a result, the Fund may not be able to quickly liquidate its investments in these 
instruments at an amount close to their fair value to meet its liquidity requirements or to respond to 
specific events such as deterioration in the credit worthiness of any particular issuer.  Investments held as 
at December 31, 2019 that may be subject to liquidity risk have been identified on the Schedule of 
Investments.  In addition, the Fund retains sufficient cash to maintain liquidity.    

There is no guarantee that existing borrowing facilities or arrangements for obtaining leverage, will 
remain in place for the life of the Fund. The Fund’s borrowing facilities are subject to a security interest 
in favour of the relevant creditors. 
Following an event of default under such facilities, the creditors could direct sales of the collateral assets. 
The prices obtained in any such liquidation or foreclosure sales may not be sufficient to repay the Fund’s 
obligations under the facilities, in which case the Fund would not have any remaining funds to distribute. 
 
Further, most leveraged transactions require the posting of collateral. A decrease in fair value of such 
financial assets may result in the lender, including derivative counterparties, requiring the Fund to post 
additional collateral or otherwise sell assets at a time when it may not be in the Fund’s best interest to do 
so. A failure of the Fund to continue to post the required collateral could result in a disposition of Fund’s 
assets at times and prices, which could be disadvantageous to the Fund and could result in substantial 
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losses having a material adverse effect on the Fund. To the extent that a creditor has a claim on the Fund, 
such claim would be senior to the rights of the redeemable participating unitholders. 
 
Expiration or withdrawal of available financing for leverage positions, and the requirement to post 
collateral in respect of changes in the fair value of leveraged exposures, can rapidly result in adverse 
effects to the Fund’s access to liquidity and its ability to maintain leveraged positions, and may cause the 
Fund to incur material losses. 
 
 
The tables below analyze the Fund’s financial liabilities as at December 31, 2019 into relevant groupings 
based on contractual maturity dates. The amounts are contractual undiscounted cash flows. Balances due 
within 12 months equal their carrying balances, as the impact of discounting is not significant. The net 
assets attributable to holders of redeemable units are redeemable on demand. However, the Manager does 
not expect that the contractual maturity disclosed below will be representative of the actual cash outflows 
as holders of the redeemable units typically retain them for longer than a year. 

On demand

Less
than 

3 months
3 - 12

months

More
than 

12 months

Total

As at December 31, 2019

Liabilities
Financial liabilities at fair value
   Securities sold short 27,670,141$          -$                      -$                     -$                     27,670,141$            
   Written options -                             381,220             -                       -                       381,220                   
Management fees payable -                             25,840               -                       -                       25,840                     
Accrued performance fees -                             58,805               -                       -                       58,805                     
Dividends and interest payable on 
securities sold short -                             44,556               -                       -                       44,556                     
Accounts payable and accrued 
liabilities -                             12,858               -                       -                       12,858                     
Redemption payable -                             7,933,840          -                       -                       7,933,840                
Due to broker -                             1,337,199          -                       -                       1,337,199                
Margin borrowings 12,048,571            -                        -                       -                       12,048,571              
Redeemable units 208,640,192          -                        -                       -                       208,640,192            
  

e)  Credit risk  

Credit risk is the risk that a loss could arise when a security issuer or counterparty to a financial instrument 
is unable to meet its financial obligations.  The Fund’s main credit risk is from corporate bonds, and 
derivative contracts. To maximize the credit quality of its investments, the Manager performs ongoing 
credit evaluations based upon factors surrounding the credit risk of customers, historical trends and other 
information. Cash and collateral are held with a prime broker bearing a credit rating of Aa3 or better.  

All transactions in listed securities are settled for upon delivery using approved brokers. The risk of 
default is considered minimal, as delivery of securities sold/lent is only made once the broker has 
received/made payment. Payment is made/received on securities purchased/borrowed once the securities 
have been received by the broker. The trade will fail if either party fails to meet its obligation. 
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As at December 31, 2019, the Fund’s net assets were exposed to credit risk arising from forward contracts. 
The credit rating of the counterparties as at December 31, 2019 ranged from A-1 to A-1+. The Fund did 
not invest in debt securities and therefore had no exposure to credit risk from fixed income securities. 

 (f)  Concentration risk  
Concentration risk arises as a result of the concentration of exposures within the same category, whether 
it is geographical location, product type, industry sector or counterparty type.  The following is a summary 
of the Fund’s concentration risk: 

As at
Portfolio by Category December 31, 2019
Long - Stocks - Energy 0.94                                  
Long - Stocks - Materials 0.94                                  
Long - Stocks - Industrials 5.66                                  
Long - Stocks - Consumer Discretionary 5.74                                  
Long - Stocks - Health Care 11.47                                
Long - Stocks - Financials 50.98                                
Long - Stocks - Information Technology 5.42                                  
Long - Stocks - Communication Services 2.85                                  
Long - Stocks - Utilities 8.24                                  
Written Options 0.07                                  
Forward Contracts -Unrealized Gain 0.99                                  
Short - Stocks - Energy (0.10)                                 
Short - Stocks - Materials (0.05)                                 
Short - Stocks - Consumer Discretionary (0.25)                                 
Short - Stocks - Health Care (2.15)                                 
Short - Stocks - Financials (5.87)                                 
Short - Stocks - Information Technology (0.23)                                 
Short - Stocks - Utilities (4.61)                                 
Short - Call Options (0.18)                                 
Cash 26.89                                
Other Assets, Less Liabilities (6.75)                                 

100.00                               

12.  Increase in net assets attributable to holders of redeemable units per unit 

The increase in net assets attributable to holders of redeemable units per unit for the period ended 
December 31, 2019 is calculated as follows: 

Class A December 31, 2019
Increase in net assets attributable to holders of redeemable units 46,129$                   
Weighted average units outstanding during the period 182,830                   
Increase in net assets attributable to holders of redeemable units per unit 0.25                          

Class F December 31, 2019
Increase in net assets attributable to holders of redeemable units 453,621$                 
Weighted average units outstanding during the period 1,297,673                
Increase in net assets attributable to holders of redeemable units per unit 0.35                          
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Class I December 31, 2019
Increase in net assets attributable to holders of redeemable units 5,062,465$              
Weighted average units outstanding during the period 9,739,817                
Increase in net assets attributable to holders of redeemable units per unit 0.52                          

13. Subsequent event 

The impact of the coronavirus (“COVID-19”) outbreak on the financial performance of the Fund’s 
investments will depend on future developments, including the duration and spread of the outbreak and 
related advisories and restrictions.  These developments and the impact of COVID-19 on the financial 
markets and the overall economy are highly uncertain and cannot be predicted. If the financial markets 
and/or the overall economy are impacted for an extended period, the Fund’s future investment results 
may be materially adversely affected.   
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