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Management’s responsibility for financial reporting

The accompanying financial statements have been prepared by the Manager, EdgePoint Wealth Management Inc. (“EdgePoint”),
on behalf of the Fund. Management is responsible for the information and representations contained in these financial statements.
Management has maintained appropriate processes to ensure that relevant and reliable financial information is produced. The
financial statements have been prepared in accordance with Canadian generally accepted accounting principles and include
certain amounts that are based on estimates and judgements. The significant accounting policies that management believes are
appropriate for the Fund are described in note 2 to the financial statements.

KPMG LLP, the external auditors of the Fund, has audited the financial statements in accordance with Canadian generally
accepted auditing standards to enable them to express to the Securityholders their opinion on the financial statements. Their
report, as auditors, is set forth herein.

The Board of Directors of EdgePoint, as Trustee, is responsible for reviewing and approving the financial statements of the Fund,
overseeing managements performance of its financial reporting responsibilities, and engaging the independent auditors. The
Board of Directors is composed of no members who are independent of management. The Board of Directors of EdgePoint
review the financial statements, the adequacy of internal controls, the audit process and financial reporting with management
and the external auditors. Financial statements for the Fund have been reviewed and approved by the Board of Directors of
EdgePoint, as Manager and Trustee. The independent auditors have direct and full access to the Board of Directors.

Patrick Farmer
Chief Executive Officer and Director irector of Finance
March 13, 2009 March 13, 2009

Auditors’ Report

To the Unitholders of EdgePoint Canadian Growth and Income Portfolio:

We have audited the statements of net assets and investments of EdgePoint Canadian Growth and Income Portfolio as at
December 31, 2008 and the statements of operations and changes in net assets for the period from November 17, 2008 (date of
commencement of operations) to December 31, 2008. These financial statements are the responsibility of the Fund’s management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards require that we
plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the net assets of the Fund and the investments
held as at December 31, 2008 and the results of its operations and the changes in its net assets for the period from
November 17, 2008 (date of commencement of operations) to December 31, 2008 in accordance with Canadian generally
accepted accounting principles.

Kins ¥

Chartered Accountants, Licensed Public Accountants

Toronto, Canada
February 27, 2009
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EdgePoint Canadian Growth & Income Portfolio EdgePoint Canadian Growth & Income Portfolio
Statement of Net Assets Statement of Operations
As at December 31, 2008 For the period ended December 31, 2008
Investments at fair value* $ 2,482,076 Dividends $ 8,590
Cash 483,140 Interest 1,314
Receivable for units subscribed 162,804 9,904
Accrued interest and dividends receivable 14,931 Less: Foreign withholding taxes (95)
3,142,951 9,809
LIABILITIES EXPENSES
Management fees (note 3) 2,301
Payable for securities purchased 225,618 Cust.ody and fund accounting 9,704
Accounts payable and accrued expenses 2,505 A,u,dlt 326
_— Filing fees 80
_ 228123 Unitholder reporting 781
NET ASSETS $ 2,914,828 Administration and transfer agent fees 5,429
NET ASSETS, BY SERIES Total Expenses 18,621
Serics A $ 2.461,321 Less: Expenses absorbed by the Manager (note 3) ﬂ
Series B $ 331,208 Net Expenses 3,475
Series F $ 84,092
Series I $ 38,207 NET INVESTMENT INCOME
m FOR THE PERIOD 6,334
NET REALIZED AND UNREALIZED GAIN
NUMBER OF UNITS OUTSTANDING (LOSS) AND TRANSACTION COSTS
Series A 243,563 Net realized gain on sale of investments (2,785)
Series B 32,608 Net change in unrealized appreciation of
Series F 8,269 investments 111,252
Series 1 3,750 Transaction costs (4,016)
104,451
NET ASSETS PER UNIT INCREASE IN NET ASSETS
Series A $ 10.11 FROM OPERATIONS $ 110,785
Series B $ 10.16
Series F $ 1017 INCREASE IN NET ASSETS
Series I $ 1019 FROM OPERATIONS
Series A $ 94,285
* Cost of investments is reflected on the statement of investment portfolio. Series B $ 13,201
See accompanying notes to financial statements. Series F $ 2,592
Series | $ 707
APPROVED ON BEHALF OF EdgePoint Wealth Management Inc.
INCREASE IN NET ASSETS
FROM OPERATIONS, PER UNIT
B PATRICK FARMER, Director Series A $ 0.98
Series B $ 0.77
‘ Series F $ 0.57
= M Series I $ 0.19

TYE BOUSADA, Director
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EdgePoint Canadian Growth & Income Portfolio
Statement of Changes in Net Assets
For the period ended December 31, 2008

SERIES A SERIES B
NET ASSETS, beginning of the period $ - $ -
Increase in net assets from operations 94,285 13,201
Capital transactions
Proceeds from issue of units 2,369,612 318,007
Reinvested distributions - -
Payments on redemption of units (2,576) -
2,461,321 331,208
Distributions to unitholders
Investment income — —
Capital gains - -
Increase in net assets for the period m m
NET ASSETS, end of the period $ 2,461,321 $ 331,208
UNITHOLDERS’ EQUITY
UNITS ISSUED AND OUTSTANDING
Balance, beginning of period - -
Units issued for cash including reinvested distributions 243,825 32,608
Units redeemed (262) -
BALANCE, END OF PERIOD 243,563 32,608
SERIES F SERIES 1 FUND TOTAL
NET ASSETS, beginning of the period $ - $ - $ -
Increase in net assets from operations 2,592 707 110,785
Capital transactions
Proceeds from issue of units 81,500 37,500 2,806,619
Reinvested distributions - - -
Payments on redemption of units - - (2,576)
84,092 38,207 2,914,828
Distributions to unitholders
Investment income — — —
Capital gains - - -
Increase in net assets for the period 84,092 38,207 2,914,828
NET ASSETS, end of the period $ 84,092 $ 38,207 $ 2,914,828
UNITHOLDERS’ EQUITY

UNITS ISSUED AND OUTSTANDING
Balance, beginning of period - -
Units issued for cash including reinvested distributions 8,269 3,750
Units redeemed - -

BALANCE, END OF PERIOD 8,269 3,750

See accompanying notes to financial statements.
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EdgePoint Canadian Growth & Income Portfolio
Statement of Investments

As at December 31, 2008

Number of Average Fair % of Net
Shares or Units Security Cost ($) Value ($) Assets
Equities
2,150 Research In Motion Ltd. 107,434 106,339 3.65
5,350 Onex Corp. 84,306 96,354 3.30
4,050 Power Corp. of Canada 86,345 89,951 3.09
1,700 Canadian Imperial Bank of Commerce 82,431 86,649 2.97
2,450 Tim Hortons Inc. 77,502 85,407 2.93
2,200 Thomson Reuters Corp. 71,699 78,320 2.69
2,200 Bank of Nova Scotia 69,187 72,930 2.50
21,600 Boralex Power Income Fund 63,634 68,256 2.34
3,950 Zargon Energy Trust 58,953 68,217 2.34
1,650 Royal Bank of Canada 59,717 59,400 2.04
2,350 Astral Media Inc. A’ 50,383 56,776 1.95
2,350 Toromont Industries Ltd. 51,261 53,815 1.85
2,000 BCE Inc. 44,282 50,100 1.72
3,550 Cineplex Galaxy Income Fund 47,857 48,529 1.66
5,800 Marsulex Inc. 42,750 45,762 1.57
2,800 International Game Technology 37,230 40,541 1.39
6,150 Akita Drilling Ld. ‘A’ 38,347 39,114 1.34
37,400 Essential Energy Services Trust 34,845 38,522 1.32
1,050 IGM Financial Inc. 32,852 37,191 1.27
10,600 TimberWest Forest Trust Units 32,996 37,100 1.27
18,900 Domtar Canada Paper Inc. 38,143 36,099 1.24
2,200 International Rectifier Corp. 33,463 36,063 1.24
2,500 Pason Systems Inc. 30,026 34,875 1.20
900 Atco Led. ‘T 33,872 33,903 1.16
17,700 West Energy Lid. 32,926 32,745 1.12
650 Shoppers Drug Mart Corp. 29,515 31,220 1.07
1,650 The Progressive Corp. 29,249 29,762 1.02
17,600 International Royalty Corp. 30,474 29,568 1.01
1,200 Moody’s Corp. 31,321 29,382 1.01
3,900 IAMGOLD Corp. 22,643 29,055 1.00
2,700 AMN Healthcare Services Inc. 27,168 27,872 0.96
1,200 Cisco Systems Inc. 23,980 23,664 0.81
2,500 Yamana Gold Inc. 18,130 23,500 0.81
4,200 TVA Group Inc. ‘B’ 25,108 21,630 0.74
3,400 Newalta Income Fund 21,968 21,624 0.74
800 Boardwalk Real Estate Investment Trust 18,136 20,440 0.70
900 Pool Corp. 18,364 19,481 0.67

16,200 PRT Forest Regeneration Income Fund Trust 21,000 19,440 0.67
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EdgePoint Canadian Growth & Income Portfolio
Statement of Investments (continued)
As at December 31, 2008

Number of Average Fair % of Net
Shares or Units Security Cost ($) Value ($) Assets
Equities

3,200 Dundee Corp. ‘A 14,596 19,200 0.66
3,800 GMP Capital Trust 15,675 19,152 0.66

900 FirstService Corp. 7% Cumulative
Preference Shares Series 1 16,110 15,356 0.53
650 Kinetic Concepts Inc. 16,871 15,147 0.52
6,800 The Brick Group Income Fund 13,975 14,212 0.49
15,200 Points International Ltd. 6,812 6,688 0.23
350 Lululemon Athletica Inc. 4,177 3,374 0.11
800 Silvercorp Metals Inc. 1,455 2,072 0.07
300 Priszm Canadian Income Fund 597 558 0.02
1,749,765 1,855,355 63.65

Face Value

Fixed Income

74,000 Thomson Reuters Corp. 5.25% July 15, 2011 73,763 73,798 2.53
71,000 Rogers Wireless Inc. 7.625% December 15, 2011 73,640 73,667 2.52
81,000 Molson Coors Capital Finance ULC 5.00% September 22, 2015 73,440 72,920 2.50
60,000 Shoppers Drug Mart Corp. 4.99% June 3, 2013 60,439 60,136 2.06
64,000 Shaw Communications Inc. 6.15% May 9, 2016 59,393 59,114 2.03
60,000 Talisman Energy Inc. 4.44% January 27, 2011 58,562 58,823 2.02
57,000 IGM Financial Inc. 6.75% May 9, 2011 58,546 58,615 2.01
59,000 Shaw Communications Inc. 6.10% November 16, 2012 57,309 57,940 1.99
60,000 Toromont Industries Ltd. 4.92% October 13, 2015 54,524 55,298 1.90
73,000 Kinetic Concepts Inc. 3.25% April 15, 2015 50,286 50,066 1.72
8,000 Sotheby’s 3.125% Convertible Debentures June 15, 2013 5,040 6,344 0.22
624,942 626,721 21.50

Adjustment for transaction costs (3,883) - -

Total Investments 2,370,824 2,482,076 85.15

Other Assets less Liabilities 432,752 14.85

NET ASSETS 2,914,828 100.00

See accompanying notes to financial statements.
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1.
(a)

(b)

(c)

(d)

()

(b)

The Fund

EdgePoint Canadian Growth & Income Portfolio (the
“Fund”) is an open-ended mutual fund trust created
on November 10, 2008 by declaration of trust under
the laws of the Province of Ontario. EdgePoint Wealth
Management (“EdgePoint”) is the manager
(“Manager”) and trustee of the Funds, and EdgePoint
Investment Management Inc. is the Investment Advisor.
EdgePoint Canadian Growth & Income Portfolio
commenced operations on November 17, 2008 with
four series of units - Series A, B, E and I.

Inc.

The authorized capital of the Fund consists of an
unlimited number of units and series without par value.
The number of units of each series outstanding is disclosed
in the Statement of Net Assets. Series A and Series B units
are available to retail investors. Series F units are available
to all investors who participate in fee-based programs
through an investment dealer and whose investment
dealer has signed an agreement with EdgePoint. Series I
units are for large investors with minimum investments
who have entered into a Series I Subscription Agreement
with EdgePoint.

To establish the Fund, EdgePoint made an initial
investment of $150,000 in the Fund. EdgePoint, as
the initial investor, cannot redeem its investment until
an additional $500,000 has been received from other
investors in the Fund. As at December 31, 2008,
EdgePoint held investments at market value in the Fund
in the amount of $153,024.

The financial statements of the Fund include the
statement of investments and the statement of net assets
at December 31, 2008 and the statement of operations,
and the statement of changes in net assets for the period
from November 17, 2008 to December 31, 2008.

Significant Accounting Policies

These financial statements have been prepared in accor-
dance with Canadian Generally Accepted Accounting
Principles (“GAAP”), and reflect the following policies:

Accounting estimates

The preparation of financial statements in accordance
with Canadian GAAP requires management to make
estimates and assumptions that affect the amount
reported in the financial statements. Actual results could
differ from those estimates.

Valuation of investments
Investments are categorized as held for trading and are
therefore recorded at fair value. Investments in securities

(0)

(d)

()

(f)

Notes to the Financial Statements
December 31, 2008

listed on a public securities exchange or traded on an
over-the-counter market are valued at the closing bid
price. Securities with no available closing bid prices are
valued at the last sale or close price. Securities for which a
closing bid price or last sale or close price are unavailable
or securities for which market quotations are unreliable
or not reflective of all available material information, are
valued at their fair value as determined by the Investment
Advisor using available sources of information and
commonly accepted industry valuation techniques
including valuation models. Short-term investments,
including short-term debt instruments maturing within
less than 90 days from the date of acquisition, are deemed
to be held for trading and therefore stated at fair value,
using amortized cost which approximates fair value.

Valuation of foreign exchange contracts

The Fund may enter into foreign exchange contracts for
hedging purposes or to establish an exposure to a particular
currency. Foreign exchange contracts are valued based on
the difference between the contract forward rate and the
forward bid rate (for currency held) and the forward ask
rate (for currency sold short), on valuation date. Upon
closing of a contract, the gain or loss is included in “Net
realized gain (loss) on sale of investments.”

Cash
Cash is cash on deposit and is carried at cost which
approximates their fair value.

Other assets and liabilities

Receivable for units subscribed and accrued interest and
dividends receivable are designated as receivables and
shown as other assets. They are recorded at amortized cost
which approximates their fair value. Similarly, payable for
securities purchased and accrued expenses are designated
as financial liabilities and reported at amortized cost
which approximates their fair value.

Investment transactions and income recognition

All income, net realized and unrealized gains (losses),
and transaction costs are attributable to investments and
derivatives that are deemed held for trading. Investment
transactions are accounted for on a trade date basis,
that is, on the day that a buy or sell order is executed.
The cost of investments represents the amount paid for
each security, and is determined on an average cost basis
excluding transaction costs. Realized gains and losses
on investment transactions are computed as proceeds
of disposition less their average cost. The unrealized
appreciation or depreciation of investments represents
the difference between their average cost and fair value at
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(2)

(h)

()

(k)

the period end date. Dividend income, including stock
dividends, is recorded on the ex-dividend date along
with withholding taxes on foreign dividends, if any, and
interest income is recorded daily on an accrual basis.

Income and realized and unrealized capital gains (losses)
are distributed amongst the different series of securities
in proportion to the amount of equity invested in them.
For management fees and expenses, refer to note 3.

Transaction costs

Transactions costs, such as brokerage commissions
incurred in the purchase and sale of portfolio securities
and other trade execution costs paid to external third
parties, such as stamp duty and exchange fees, are
recognized as expenses in the Statement of Operations
based on trade date.

Translation of foreign currencies

The fair value of investments and other assets and
liabilities, denominated in foreign currencies, are
translated into Canadian dollars at the rate of exchange
prevailing on each business day, except for the historical
costs of investments, which are translated at the rate
of exchange prevailing on the date of purchase. The
proceeds from sale of investments, dividends and interest
income in foreign currencies are translated into Canadian
dollars at the approximate rate of exchange prevailing
on the dates of such transactions. Gains and losses from
transactions, and the translation of foreign currencies are
considered to be investment transactions and accordingly,
are included in the net realized gain or loss on sale of
investments or in net change in unrealized appreciation
of investments.

Capital management

The Manager manages the capital of the Fund, which
consists of the net assets of the Fund, in accordance with
the investment objectives set out in the Fund’s simplified
prospectus and annual information form.

Increase (decrease) in Net Assets from operations per unit
Increase (decrease) in Net Assets from operations per
unit in the Statement of Operations represents the net
increase (decrease) in the Net Assets from operations for
the period for each Series divided by the average units
outstanding for each Series during the period.

Future changes in accounting policies

The Canadian Accounting Standards Board (“AcSB”)
recently confirmed the plan to adopt the International
Financial Reporting Standards (“IFRS”) in 2011. All publicly

accountable enterprises will be required to implement IFRS

(a)

(b)

Notes to the Financial Statements
December 31, 2008

for interim and annual financial statements relating to fiscal
years beginning on or after January 1, 2011.

As at December 31, 2008, the Manager was in the process
of developing a changeover plan to meet the timetable
published by the Canadian Institute of Chartered
Accountants for changeover to IFRS. The key elements of
the plan will include disclosures of the qualitative impact
in the December 31, 2008, 2009 and 2010 financial
statements, disclosures of the quantitative impact, if
any, in the December 31, 2010 financial statements
and the preparation of the December 31, 2011 financial
statements in accordance with IFRS.

Based on the Manager’s current evaluation of the
differences between Canadian GAAP and IFRS, the
Manager does not expect that net assets attributable to
unitholders or net asset value per unit will be impacted
by the changeover to IFRS. Currently, the Manager
expects that the impact of IFRS on the Fund’s financial
statements will result in additional disclosures and
potentially different presentation of unitholder interests
and certain other items.

Management Fees and Expenses

EdgePoint, the Manager, provides investment manage-
ment, distribution and administrative services to the
Fund. In consideration for the services provided,
EdgePoint receives a monthly management fee based
on the daily average net assets of each series. The
management fee differs among series of units as out-
lined in the table below. The Fund pays EdgePoint
an aggregate management fee. Management fees for
Series I units are negotiated and paid directly by the
investor, not by the Fund. These fees will not exceed the
Series A management fees of the Fund.

Series A 1.70 %
Series B 1.90 %
Series F 0.70 %

In addition to management fees, the Fund is responsible
for the payment of all expenses relating to its operations.
Operating expenses incurred by the Fund may include
taxes; accounting, legal and audit fees; costs relating to
the Fund’s Independent Review Committee; trustee and
custodial fees; portfolio transaction costs; administrative
costs excluding any salaries to the principal shareholders
of the Manager; investor servicing costs; and costs of
reports and prospectuses. Each series is responsible for
the payment of operating expenses that can be specifically
attributed to that series. Except for interest and bank
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()

(d)

charges which are paid or payable directly by the Fund,
the Manager incurs such expenses on behalf of the Fund
and is then reimbursed by the Fund for such expenses.
Common operating expenses of the Fund are allocated
amongst the series based on the average number of
unitholders or the average daily net assets of each series,
depending on the type of operating expenses being
allocated. All operating expenses of Series I units are the
responsibility of EdgePoint.

At its sole discretion, EdgePoint may waive management
fees orabsorb expenses of the Fund. The expenses absorbed
are shown on the Statement of Operations. Such waivers
and absorptions can be terminated at any time, but can
be expected to continue until such time as the Fund is of
sufficient size to reasonably absorb all management fees
and expenses incurred in its operations.

From time to time, EdgePoint may reduce the effective

management fee payable by some unitholders, by
reducing the management fee it charges to the Fund
and directing the Fund to make management fee
distributions to these unitholders in amounts equal
to the management fee reduction. Management fee
distributions are automatically reinvested in additional
units of the Fund and are accounted for as distributions
for financial statement reporting purposes.

Income Taxes

The Fund qualifies as a mutual fund trust under
the Income Tax Act (Canada) (the “Tax Act”) and,
accordingly, is not subject to income tax on the portion
of its net income, including net realized gains, which is
paid or payable to unitholders. Such distributed income
is taxable in the hands of the unitholders.

Temporary differences between the carrying value of assets
and liabilities for accounting and income tax purposes
give rise to future income tax assets and liabilities. The
most significant temporary difference is that between the
reported fair value of the Fund’s investment portfolio
and its adjusted cost base for income tax purposes. Since
the Fund’s distribution policy is to distribute all net
realized capital gains, future tax liabilities with respect to
unrealized capital gains and future tax assets with respect
unrealized capital losses will not be realized by the Fund
and are therefore not recorded by the Fund. Unused
realized capital losses represent future tax assets to the
Fund but due to the uncertainty that they will be realized
by offsetting future capital gains, no net tax benefit is
recorded by the Fund.

Notes to the Financial Statements
December 31, 2008

As at the most recent taxation year end of December 15,
2008, the Fund had capital losses of $699 available, which
may be carried forward indefinitely to reduce future net
realized capital gains.

Brokerage Commissions

Commissions paid to brokers in connection with portfolio
transactions are disclosed in the Statement of Operations
of the Fund. Brokerage business is allocated to brokers
based on an assessment as to which broker can deliver
the Fund with the best results. Subject to these criteria,
EdgePoint may allocate business to brokers that provide or
pay for, in addition to transaction execution, investment
research, statistical or other similar services which may or
may not be used by EdgePoint in its investment decision
making process. In 2008, EdgePoint had no “soft dollar”
arrangements where third party services were paid for by
brokers. Other proprietary research services are offered
on a “bundled” basis with transaction execution and as a
result, EdgePoint is not able to reasonably ascertain the
value of these investment research services.

Reconciliation of NAV

Net assets reported in these financial statements are
accounted for under Canadian GAAP (GAAP Net
Assets) and use the closing bid price for the fair value of
investments traded in an active market. The Net Asset
Value (NAV) for purposes of unitholders’ purchases,
switches and redemptions is calculated in accordance
with the valuation rules as set out in the Fund’s simplified
prospectus and annual information form and uses last
trade price to value investments traded in an active

market. The Canadian Securities Administrators require
reconciliation between NAV and GAAP Net Assets.

The difference between NAV and GAAP Net Assets as at
the period ended December 31, 2008 on a per unit basis
is as follows:

NAV GAAP Net Assets
Series A $10.15 $10.11
Series B $10.20 $10.16
Series F $10.22 $10.17
Series | $10.24 $10.19

Financial Instruments

Essentially all of the assets and liabilities of the Funds
are financial instruments. These financial instruments
comprise

cash, receivable for units

subscribed, accrued interest and dividends receivable,

investments,

payable for securities purchased, and accounts payable
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and accrued expenses. Investments and foreign exchange
contracts are recorded at fair value based on the
accounting policies described above. All other financial
instruments are carried at cost or amortized cost, which,
given their short-term nature, closely approximates their
fair values.

Financial Instrument Risk

In the normal course of business the Fund is exposed to a
variety of financial risks: market risk (comprised of market
price risk, currency risk and interest rate risk), credit risk
and liquidity risk. The value of investments in the Fund’s
portfolio can fluctuate on a daily basis as a result of
changes in interest rates, market and economic conditions
and factors specific to individual securities within the
Fund. The level of risk depends on the Fund’s investment
objectives and the type of securities it invests in.

Risk Management

The Portfolio secks to provide long-term capital appre-
ciation by investing primarily in Canadian companies
that have strong competitive positions, long-term growth
prospects, and are run by strong management teams. The
portfolio management team acquires ownership stakes in
these companies at prices below their assessment of each
company’s true value.

The investment team takes a conservative approach to
risk management by applying in-depth thorough research
to each investment idea in order to understand the risks
of the individual business. The team then weighs the
company-specific risks versus the return potential.

Risk is further managed by investing in a diversified
portfolio of companies. The team believes that investing
in businesses that have competitive advantages in each
of their respective industries is a more effective approach
to diversification than focusing on traditional sector
allocations. The team takes a common-sense approach to
risk by assessing how much money can be lost and the
probability of losing it. While this approach may seem
overly simplistic, it provides vital clarity about the true
investment risks.

The Manager employs a governance structure that
oversees the Fund’s investment activities and monitors
compliance with the Fund’s stated investment strategy,
internal guidelines, and securities regulations. Monthly
reviews by the Chief Compliance Officer (CCO) and
Chief Investment Officer (CIO) are performed to ensure
pre-trade and post-trade compliance rules are followed.
The Governance and Oversight Committee conducts

Notes to the Financial Statements
December 31, 2008

reviews on a quarterly basis to monitor activity within
the portfolio to ensure compliance with applicable rules.

Market Price Risk

Market price risk arises primarily from uncertainties
about future market prices of the instruments held.
Market price fluctuations may be caused by factors
specific to an individual investment, or all factors
affecting all securities traded in a market or industry
sector. All investments present a risk of loss of capital.
The maximum risk resulting from financial instruments
is equivalent to their fair value. The most significant
exposure to market price risk for this Fund arises from
its investment in equity securities. If equity prices on
the respective stock exchanges for these securities had
increased or decreased by 5% as at December 31, 2008,
with all other variables held constant, the net assets of
the Fund would have increased or decreased, respectively,
by approximately $0.09 million (approximately 3.2 %
of total net assets). In practice, the actual results may
differ from this sensitivity analysis and the difference
could be material.

Foreign Currency Risk

Currency risk arises from financial instruments that are
denominated in a currency other than the Canadian
dollar, which is the Fund’s functional currency. The
Fund is exposed to the risk that the value of securities
denominated in other currencies will fluctuate due to
changes in exchange rates.

The Fund’s investments are denominated mainly in
Canadian dollars; therefore the financial statements are
not subject to any significant foreign currency risk.

Interest Rate Risk

Interest rate risk arises on interest-bearing financial
instruments where the values of those instruments
fluctuate due to changes in levels of market interest rates.
The table below summarizes the Fund’s exposure to
interest rate risks by remaining term to maturity.

Debt Instrument % of Net
$ Assets
Less than 1 year - 0.0
1 to 3 years 264,903 9.1
3 to 5 years 124,420 4.3
Greater than 5 years 237,398 8.1
Total 626,721 21.5
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At December 31, 2008, if the prevailing interest rates
had risen or declined by 0.50%, assuming a parallel shift
in the yield curve, with all other variables held constant,
the net assets of the Fund would have decreased or
increased, respectively, by approximately $0.01 million
(approximately 0.4 % of total net assets). The Fund’s
sensitivity to interest rate changes was estimated using
the weighted average modified duration of 3.75 of the
bonds in the Fund. In practice, the actual results may
differ from this sensitivity analysis and the difference
could be material.

Counterparty Credit Risk

Credit risk is the risk that the counterparty to a financial
instrument will fail to discharge an obligation or commit-
ment that it has entered into with the Fund.

The Fund’s greatest concentration of credit risk is in its
holdings of fixed-income debt instruments. The fair value
of debt securities includes consideration of the credit
worthiness of the debt issuer. The maximum credit risk
of these investments is their carrying value at December
31, 2008. At December 31, 2008, the Fund was invested
in debt securities with the following credit ratings:

% of Net % of Debt
Assets Instruments
A 2.0 9.3
BBB 13.5 62.7
BB 4.0 19.0
B 2.0 9.0
Total 21.5 100.0

The Fund also has exposure to credit risk from its trading
of listed securities. It minimizes the concentration of
credit risk by trading with a large number of brokers and
counterparties on recognized and reputable exchanges.
The risk of default is considered minimal as all transactions
are settled and paid for upon delivery using approved
brokers.

Liquidity Risk

Liquidity risk is the risk that the Fund will encounter
difficulty in meeting obligations associated with financial
liabilities. Aside from financial liabilities that arise from

normal-course investing activities, the Fund has no other
significant financial liabilities.

Notes to the Financial Statements
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The Fund is exposed to daily cash redemptions
of redeemable units. In accordance with securities
regulations, the Fund must maintain at least 90% of its
assets in liquid investments (i.e., investments that are
traded in an active market and that can be readily sold).
The Fund also has the ability to borrow up to 5% of its
net assets for the purposes of funding redemptions. No
such borrowings occurred during the year.
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