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2.	 Significant accounting policies (continued): 

(g)	 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.

(h)	 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 
and dividend 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 and foreign exchange or in the 
net change in unrealized appreciation of investments.

(i)	 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.

(j)	 Increase (decrease) in net assets from operations per unit:

	 Increase (decrease) in net assets from operations per unit 
in the statements 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.

(k)	 Future changes in accounting policies:

	 The Canadian Accounting Standards Board recently 
confirmed the plan to adopt International Financial Reporting 
Standards (“IFRS”) in 2011. All publicly accountable 
enterprises will be required to implement IFRS for interim 
and annual financial statements relating to fiscal years 
beginning on or after January 1, 2011.

	 All publicly accountable enterprises will be required to 
implement IFRS for interim and annual financial statements 
relating to fiscal years beginning on or after January 1, 2011.

	 As at June 30, 2009, 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 assets 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.

 3.	Management fees and expenses:

(a)	 EdgePoint, the Manager, provides investment management, 
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 outlined 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	 1.80% 
Series B	 2.00% 
Series F	 0.80%

(b)	 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, 
but are not limited to, 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 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.

(c)	 At its sole discretion, EdgePoint may waive management 
fees or absorb 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.
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 3.	Management fees and expenses (continued):

(d)	 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.

4.	 Income taxes:

	 The Fund qualifies as a mutual fund trust under the Income 
Tax Act (Canada) 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 to 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.

	 As at the most recent taxation year end of December 15, 
2008, the Fund had no capital losses available. Any capital 
losses may be carried forward indefinitely to reduce future 
net realized capital gains.

5.	 Brokerage commissions:

	 Commissions paid to brokers in connection with portfolio 
transactions are included in transaction costs 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. During the period, 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.

6.	 Reconciliation of NAV:

	 Net assets reported in these financial statements are 
accounted for under 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 
June 30, 2009 on a per unit basis is as follows:

				    GAAP 
		  NAV	 Net Assets

Series A	 $	 13.04	 $	 13.00
Series B	 $	 13.01	 $	 12.98
Series F	 $	 13.38	 $	 13.36
Series I	 $	 13.23	 $	 13.19

7.	 Financial instruments:

	 Essentially all of the assets and liabilities of the Fund 
are financial instruments. These financial instruments 
are comprised of investments, cash, receivable for units 
subscribed, accrued interest and dividends receivable, 
other accounts receivable, payable for securities purchased, 
payable for units redeemed and accounts payable 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.

8.	 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.

(a)	Risk management:

	 The Fund seeks to provide long-term capital appreciation 
by investing primarily in global companies that have 
strong competitive positions and 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.
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8.	 Financial instrument risk (continued): 

	 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.

	 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 operating officer and chief investment 
officer are performed to ensure pre-trade and post-trade 
compliance rules are followed. The Governance and 
Oversight Committee conducts reviews on a quarterly 
basis to monitor activity within the portfolio to ensure 
compliance with applicable rules.

(b)	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 factors affecting all securities 
traded in a market or industry sector. All investments 
inherently 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 June 30, 2009, with all other variables held 
constant, the net assets of the Fund would have increased 
or decreased, respectively, by approximately $7.4 million 
(approximately 4.62% of total net assets). In practice, the 
actual results may differ from this sensitivity analysis and 
the difference could be material.

(c)	 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 table below indicates 
the currencies (excluding Canadian) to which the Fund 
had significant exposure on its financial instruments as 
at period end in Canadian dollar terms, including the 
underlying principal of forward exchange contracts,  
if any: 

	 			   Foreign
				    exchange
		  Investments	 Cash	 contracts	 Total*
	 Currency	 ($000’s)	 ($000’s)	 ($000’s)	 ($000’s)

	 British pound	 286	 78	 –	 364
	 Euro	 5,398	 –	 –	 5,398
	H ong Kong dollar	 758	 –	 –	 758
	 Japanese yen	 3,081	 –	 –	 3,081
	 Mexican peso	 3,865	 –	 –	 3,865
	 Swiss franc	 2,475	 –	 –	 2,475
	 U.S. dollar	 134,699	 1,289	 (13,826)	 122,162

		  150,562	 1,367	 (13,826)	 138,103

	 % of net assets	 93.98%	 0.85%	 (8.63)%	 86.20%

	 *Includes both monetary and non-monetary financial instruments.

	 As at June 30, 2009, if the Canadian dollar had 
strengthened or weakened by 1% in relation to all foreign 
currencies, with all other variables held constant, the 
Fund’s net assets would have increased or decreased, 
respectively, by approximately $1.4 million (approximately 
0.86% of total net assets). In practice, the actual results 
may differ from this sensitivity analysis and the difference 
could be material.

(d)	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 majority of the Fund’s financial assets are 
equity shares that are not interest-bearing. The Fund’s 
financial liabilities are primarily short-term in nature 
and are generally also not interest-bearing. Therefore, 
the Fund’s exposure to interest rate risk is considered 
insignificant.

(e)	Counterparty credit risk:

	 Credit risk is the risk that the counterparty to a financial 
instrument will fail to honour an obligation or commitment 
that it has entered into with the Fund. The Fund’s main 
exposure to credit risk is 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.
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8.	 Financial instrument risk (continued):

	 The Fund may enter into foreign exchange contracts 
to buy and sell currencies for the purpose of settling 
foreign securities transactions. These are short-term 
spot settlements carried out with counterparties with 
a credit rating of at least “A”. The exposure to credit 
risk on these contracts is considered minimal as there 
are few contracts outstanding at any one time and the 
transactions are settled and paid for upon delivery.

(f)	L iquidity risk:

	L iquidity risk is the risk that the Fund will encounter 
difficulty in meeting obligations associated with financial 
liabilities. Aside from financial liabilities arising from 
normal course investing activities, the Fund has no other 
significant financial liabilities.  

	 The Fund’s most significant potential exposure to financial 
liabilities are the 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 period.
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