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INDEPENDENT AUDITORS' REPORT
To the Unitholders of EHP Global Arbitrage Alternative Fund

Opinion
We have audited the financial statements of EHP Global Arbitrage Alternative Fund
(the Fund), which comprise:


the statement of financial position as at December 31, 2018



the statement of comprehensive income for the period from August 10, 2018
(commencement of operations) to December 31, 2018



the statement of changes in net assets attributable to holders of redeemable units
for the period from August 10, 2018 (commencement of operations) to
December 31, 2018



the statement of cash flows for the period from August 10, 2018 (commencement
of operations) to December 31, 2018



and notes to the financial statements, including a summary of significant
accounting policies

(Hereinafter referred to as the "financial statements").
In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Fund as at December 31, 2018, and its financial
performance and its cash flows for the period from August 10, 2018 (commencement
of operations) to December 31, 2018 in accordance with International Financial
Reporting Standards (IFRS).

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
"Auditors' Responsibilities for the Audit of the Financial Statements" section of
our auditors' report.
We are independent of the Fund in accordance with the ethical requirements that are
relevant to our audit of the financial statements in Canada and we have fulfilled our
other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

KPMG LLP, is a Canadian limited liability partnership and a member firm of the KPMG network of independent
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.
KPMG Canada provides services to KPMG LLP.
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Other Information
Management is responsible for the other information. Other information comprises:


the information included in the Management Report of Fund Performance filed
with the relevant Canadian Securities Commissions.

Our opinion on the financial statements does not cover the other information and we
do not and will 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 and remain alert for indications that the other information appears
to be materially misstated.
We obtained the information included in the Management Report of Fund
Performance filed with the relevant Canadian Securities Commissions as at the date
of this auditors' report. If, based on the work we have performed on this other
information, we conclude that there is a material misstatement of this other
information, we are required to report that fact in the auditors' report.
We have nothing to report in this regard.

Responsibilities of Management and
Governance for the Financial Statements

Those

Charged

with

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with International Financial Reporting Standards (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.

Auditors' 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 auditors' 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.
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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 the 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 auditors' 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 auditors' 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.
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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, Licensed Public Accountants
Toronto, Canada
March 29, 2019

EHP GLOBAL ARBITRAGE ALTERNATIVE FUND
Statement of Financial Position
December 31, 2018

Assets
Cash and cash equivalents
Financial assets at fair value through profit or loss
(cost - $3,491,293) (note 6)
Receivable for investments sold (note 2)
Dividends receivable
Interest receivable
Expenses paid in advance

$

551,628
3,532,155
163,087
2,587
1,785
844
4,252,086

Liabilities:
Financial liabilities at fair value through profit or loss
(proceeds - $673,423) (note 6)
Payable for investments purchased (note 2)
Other financial liabilities (note 4)
Management fees payable (note 9)
Performance fees payable (note 9)
Accounts payable and accrued liabilities
Dividends payable on investments sold short
Interest and borrowing fees payable

620,398
211,656
43,471
1,314
11,723
1,137
1,648
1,019
892,366

Net assets attributable to holders of redeemable units
Net assets attributable to holders of redeemable units per class:
Class A
Class F
Class I
Class UF

$

3,359,720

$

281,497
2,307,814
429,213
341,196

$

3,359,720

Number of redeemable units outstanding (note 7):
Class A
Class F
Class I
Class UF

26,534
212,978
40,261
24,870

Net assets attributable to holders of redeemable units per unit:
Class A
Class F
Class I
Class UF
Class UF (in U.S. dollars)

See accompanying notes to financial statements.
Approved by EHP Funds Inc., Investment Manager,
on behalf of the Fund:
"Darryl DeMers"

Chief Financial Officer
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$

10.61
10.84
10.66
13.72
10.05

EHP GLOBAL ARBITRAGE ALTERNATIVE FUND
Statement of Comprehensive Income
Period from August 10, 2018 (commencement of operations) to December 31, 2018
Income:
Dividend
Interest for distribution purposes
Net foreign currency losses
Net realized gains on financial assets and liabilities at
fair value through profit or loss
Net change in unrealized appreciation on financial assets and
liabilities at fair value through profit or loss

$

90,725
53,178
139,463

Expenses:
Audit fees
Administration fees
Performance fees (note 9)
Professional fees
Commissions and other portfolio transaction costs
Other operating fees
Interest and stock loan fees
Dividend expense on investments sold short
Management fees (note 9)
Withholding taxes

27,890
21,602
11,953
11,436
9,319
8,652
4,469
3,846
3,729
591
103,487
(63,761)
39,726

Expenses absorbed by the Investment Manager (note 9)
Increase in net assets attributable to holders of
redeemable units
Increase in net assets attributable to holders of
redeemable units per class:
Class A
Class F
Class I
Class UF

Increase in net assets attributable to holders of
redeemable units per unit:
Class A
Class F
Class I
Class UF

See accompanying notes to financial statements.
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5,143
2,999
(12,582)

$

99,737

$

14,202
40,695
39,213
5,627

$

99,737

$

0.88
0.74
1.15
1.05

EHP GLOBAL ARBITRAGE ALTERNATIVE FUND
Statement of Changes in Net Assets Attributable to Holders of Redeemable Units
Period from August 10, 2018 (commencement of operations) to December 31, 2018
Net assets
attributable to
holders of
redeemable
units,
beginning of
period
Class A
Class F
Class I
Class UF

$

1,000
1,000
250,000
–

$ 252,000

Proceeds from
redeemable
units issued
$

Redemption of
redeemable
units

Distributions
to holders of
redeemable
units

Reinvestment of
distributions
to holders of
redeemable
units

Increase in
net assets
attributable
to holders of
redeemable
units

Net assets
attributable to
holders of
redeemable
units,
end of
period

266,295
2,292,450
140,000
335,569

$

–
(26,331)
–
–

$

(6,315)
(9,526)
(17,676)
(124)

$

6,315
9,526
17,676
124

$

14,202
40,695
39,213
5,627

$

$ 3,034,314

$

(26,331)

$

(33,641)

$

33,641

$

99,737

$ 3,359,720

See accompanying notes to financial statements.
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281,497
2,307,814
429,213
341,196

EHP GLOBAL ARBITRAGE ALTERNATIVE FUND
Statement of Cash Flows
Period from August 10, 2018 (commencement of operations) to December 31, 2018
Cash provided by (used in):
Operating activities:
Increase in net assets attributable to holders of
redeemable units
Adjustments for:
Commissions and other portfolio transaction costs
Net foreign currency losses
Net realized gains on financial assets and liabilities
at fair value through profit or loss
Net change in unrealized appreciation on financial
assets and liabilities at fair value through profit or loss

$

99,737
9,319
12,582
(90,725)
(53,178)
(22,265)

Change in non-cash balances:
Increase in dividends receivable
Increase in interest receivable
Increase in expenses paid in advance
Increase in management fees payable
Increase in performance fees payable
Increase in accounts payable and accrued liabilities
Increase in dividends payable on investments sold short
Increase in interest and borrowing fees payable
Proceeds from sale of investments
Purchase of investments
Net cash used in operating activities

(2,587)
(1,785)
(844)
1,314
11,723
1,137
1,648
1,019
6,644,354
(9,329,487)
(2,695,773)

Financing activities:
Proceeds from issuance of redeemable units
Payments on redemption of redeemable units
Net cash provided by financing activities

3,034,314
(26,331)
3,007,983

Increase in cash

312,210

Foreign exchange loss on cash

(12,582)

Cash, beginning of period

252,000

Cash, end of period
Supplemental cash flow information⃰:
Interest paid
Interest received
Dividends paid
Dividends received, net of withholding taxes
⃰Included as part of cash flows from operating activities
See accompanying notes to financial statements.
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$

551,628

$

1,623
1,214
2,198
1,965

EHP GLOBAL ARBITRAGE ALTERNATIVE FUND
Schedule of Investments
December 31, 2018
Number of
shares/
par value

Fair
value

% of net
asset
value

54,387

1.62

16,252

16,699

0.50

122,968
32,733
–
46,550
66,429
107,409
99,115
132,960
112,439
143,856
4,019
868,478

122,193
36,900
–
50,750
69,889
107,325
99,015
138,375
107,800
143,760
3,149
879,156

3.64
1.10
–
1.51
2.08
3.19
2.95
4.12
3.21
4.28
0.09
26.17

34,295

44,411

1.32

6,313

4,012

0.12

49,759
50,587
100,346

53,900
51,639
105,539

1.60
1.54
3.14

13,131

12,960

0.39

25,875
–

25,125
902

0.75
0.03

120
–
39,126

130
–
39,117

–
–
1.17

Proceeds/
cost

Description
Investments owned
Australian equity:

10,400

Greencross Ltd.

$

52,969

$

British equity:
507

Jardine Lloyd Thompson Group PLC
Canadian equities:

8,660
10,000
22,170
14,500
4,700
24,010
28,700
307,500
7,000
24,000
4,500

Agellan Commercial Real Estate
Investment Trust
Aimia Inc.
Briko Energy Corp.
Canaccord Genuity Growth Corp.
Cannabis Strategies Acquisition Corp.
Cortex Business Solutions Inc.
ECN Capital Corp.
Integrity Gaming Inc.
Neo Performance Materials Inc.
Nevsun Resources Ltd.
Yellowhead Mining Inc.
Total Canadian equities
Canadian fixed income:

139,000

Hydro One Ltd. 4% 30Sep27
Canadian option (note 4):

5,900

MEG Energy Corp. Call $8 18Jan19
Canadian preferred shares:

2,200
2,100

Aimia Inc. Preferred Shares 4.50%
Aimia Inc. Preferred Shares 6.25%
Total Canadian preferred shares
Canadian warrants (note 4):

32,400
6,700
4,875
100
22,170

Alignvest Acquisition II Corp. $11.50 04Jul22
Cannabis Strategies Acquisition Corp.
$11.50 21Dec25
Namaste Technologies Inc. $3.15 29Oct23
RTS Cannabis Strategies Acquisition
Corp. Rights
WTS Briko Energy Corp $1.10 18Jun2019
Total Canadian warrants
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EHP GLOBAL ARBITRAGE ALTERNATIVE FUND
Schedule of Investments (continued)
December 31, 2018
Number of
shares/
par value

Description

Proceeds/
cost

Fair
value

% of net
asset
value

84,844

85,669

2.55

30,584
29,906
58,693
82,578
27,259
111,787
30,374
82,978
60,073
102,732
50,919
83,420
104,417
101,839
103,520
61,461
103,201
122,497
106,694
39,927
109,639
99,786
105,743
105,394
29,884
104,086
106,460
102,949
29,870
2,288,670

31,299
30,618
57,992
85,424
28,603
107,498
30,597
87,526
55,287
107,768
52,480
86,669
106,173
107,105
106,921
51,799
104,352
112,458
107,226
40,408
107,680
104,105
107,899
108,457
30,788
107,197
108,111
107,174
21,728
2,301,342

0.93
0.91
1.73
2.54
0.85
3.20
0.91
2.61
1.65
3.21
1.56
2.58
3.16
3.19
3.18
1.54
3.11
3.35
3.19
1.20
3.21
3.10
3.21
3.23
0.92
3.19
3.22
3.19
0.65
68.52

3,530,332

105.11

European equity:
9,000

BinckBank NV
U.S. equities:

` 750
170
1,000
2,500
19,400
3,690
1,280
2,140
1,423
650
3,810
1,140
3,700
1,620
2,590
4,080
2,100
9,590
1,790
4,000
9,750
920
450
1,070
158
1,130
5,070
1,730
1,128

ARRIS International PLC
athenahealth Inc.
Avista Corp.
Belmond Ltd.
Black Box Corp.
Blue Hills Bancorp Inc.
Civitas Solutions Inc.
Electro Scientific Industries Inc.
Engility Holdings Inc.
Esterline Technologies Corp.
Far Point Acquisition Corp.
Imperva Inc.
InfraREIT Inc.
Integrated Device Technology Inc.
Investment Technology Group Inc.
MBT Financial Corp.
MINDBODY Inc.
Nexeo Solutions Inc.
Nutrisystem Inc.
Pacific Biosciences of California Inc.
Pandora Media Inc.
Randgold Resources Ltd.
Red Hat Inc.
TESARO Inc.
The Dun & Bradstreet Corp.
The Navigators Group Inc.
Travelport Worldwide Ltd.
Tribune Media Co.
WildHorse Resource Development Corp.
Total U.S. equities

Total investments owned

$
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3,491,293

$

EHP GLOBAL ARBITRAGE ALTERNATIVE FUND
Schedule of Investments (continued)
December 31, 2018
Number of
shares/
par value

Proceeds/
cost

Description

Fair
value

% of net
asset
value

Investments sold short
British equities:
(2,765)

Luxfer Holdings PLC

(71,451)

(66,547)

(1.98)

(103,677)
(43)
(28,093)
(3,250)
(135,063)

(3.09)
–
(0.84)
(0.10)
(4.03)

(3,540)

(3,540)

(0.11)

(23,120)
(63)
(17,443)
(61,619)
(86,155)
(60,553)
(111,709)
(15,193)
(25)
(83,717)
(459,597)

(14,738)
(45)
(17,174)
(52,351)
(81,874)
(55,741)
(109,496)
(13,006)
(9)
(70,814)
(415,248)

(0.44)
–
(0.51)
(1.56)
(2.44)
(1.66)
(3.26)
(0.39)
–
(2.11)
(12.37)

(620,398)

(18.49)

Canadian equities:
(5,609)
(1)
(1,991)
(5,000)

Barrick Gold Corp.
Enbridge Inc.
Husky Energy Inc.
Taseko Mines Ltd.
Total Canadian equities

(97,364)
(43)
(37,193)
(4,235)
(138,835)

$

Canadian option (note 4):
(5,900)

MEG Energy Corp. Put $8 18JAN19
U.S. equities:

(5,141)
(3)
(1,000)
(1,119)
(853)
(641)
(14,047)
(384)
(1)
(2,924)

Chesapeake Energy Corp.
Cloudera Inc.
Essendant Inc.
First Merchants Corp.
Independent Bank Corp/Rockland MA
Science Applications International Corp.
Sirius XM Holdings Inc.
Tivity Health Inc.
Transocean Ltd.
Univar Inc.
Total U.S. equities

Total investments sold short

$

Total investments owned

$

Total investments sold short

(673,423)
3,491,293

$
$

(673,423)

Commissions and other portfolio transaction costs

(620,398)

(2,765)

Net investments owned

$

2,815,105

Unrealized gain, foreign exchange forward contracts
Other assets, net
Net assets attributable to holders of redeemable units

$

See accompanying notes to financial statements.
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3,530,332

105.11
(18.49)

–

–

2,909,934

86.62

1,823

0.05

447,963

13.33

3,359,720

100.00

EHP GLOBAL ARBITRAGE ALTERNATIVE FUND
Notes to Financial Statements
Period from August 10, 2018 (commencement of operations) to December 31, 2018

1.

General information:
The EHP Global Arbitrage Alternative Fund (the "Fund") is an open-ended mutual fund trust
established under the laws of the Province of Ontario pursuant to a declaration of trust made as
of June 20, 2018 and amended and restated as of August 10, 2018 (the "Trust Agreement").
The Fund is considered a reporting issuer and is subject to National Instrument 81-102
Investment Funds. The Fund commenced active operations on August 10, 2018. The
registered office of the Fund is 45 Hazelton Ave., Suite B, Toronto, Ontario, Canada M5R 2E3.
EdgeHill Partners, a general partnership formed under the laws of the Province of Ontario, is
the trustee, manager and portfolio manager of the Fund (the "Investment Manager"). The
Investment Manager performs management functions for the Fund, including investment
management of the Fund's portfolio.
The Fund's investment objective is to provide a positive total return over a market cycle,
regardless of market conditions or general market direction, with low correlation to equity
markets. The Fund uses alternative investment strategies including merger arbitrage, equity
long/short, convertible arbitrage and credit long/short, by investing in global developed-market
equities, fixed income securities, convertible securities, fixed income exchange traded funds
("ETFs"), equity ETFs, Special Purpose Acquisition Corps and treasury futures derivative
contracts as a part of implementing these strategies. The Fund may invest up to 100% or more
of its net assets in foreign equities.
Fund is subject to certain restrictions and practices contained in securities legislation, including
National Instrument 81-102 ("NI 81-102"), which are designed, in part, to ensure that the
investments of mutual funds are diversified and relatively liquid and to ensure the proper
administration of mutual funds. We intend to manage the Fund in accordance with these
restrictions and practices or to obtain relief from the securities regulatory authorities before
implementing any variations. The following provides a description of the exemptions that the
Fund has obtained from the provisions of NI 81-102, and/or a description of the general
investment activity.
Alternative Fund Investment Relief
The Fund has obtained the following exemptions from NI 81-102:
(a) subsection 2.1(1), to permit the Fund to invest more than 10% of its net asset value in the
securities of a single issuer;
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EHP GLOBAL ARBITRAGE ALTERNATIVE FUND
Notes to Financial Statements (continued)
Period from August 10, 2018 (commencement of operations) to December 31, 2018

1.

General information (continued):
(b) to permit the Fund to purchase, sell or use specified derivatives and/or debt like securities
other than in compliance with subsections 2.7(1), (2) and (3), and sections 2.8 and 2.11;
(c) section 2.6 to permit the Fund to borrow cash to use for investment purposes in excess of
the limits set out in subsection 2.6(a) and to grant a security interest of its assets in
connection therewith;
(d) subsections 2.6.1(1)(c) and 2.6.1(2) and (3) to permit the Fund to borrow securities from a
borrowing agent to sell securities short within prescribed limitations;
(e) section 6.8, to permit the Fund to deposit with its lender, assets over which it has granted a
security interest in connection with borrowing cash above; and
(f) subsection 7.1, to permit the Fund to pay, or enter into arrangements that would require it
to pay, a fee that is determined by the performance of the Fund that is based on the
cumulative total return of the Fund for the period that began immediately after the last
period for which such fee was paid.

2.

Significant accounting policies:
The principal accounting policies applied in the preparation of these financial statements are
set out below:
(a) Basis of presentation:
These financial statements have been prepared in compliance with International Financial
Reporting Standards ("IFRS"), as published by the International Accounting Standards
Board ("IASB"). In the preparation of these financial statements, the Fund has consistently
applied these standards.
These financial statements have been prepared on a historical cost basis, except for
financial assets and financial liabilities at fair value through profit or loss ("FVTPL"), which
are presented at fair value.
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EHP GLOBAL ARBITRAGE ALTERNATIVE FUND
Notes to Financial Statements (continued)
Period from August 10, 2018 (commencement of operations) to December 31, 2018

2.

Significant accounting policies (continued):
(b) Approval of the financial statements:
The financial statements were approved by the Investment Manager and authorized for
issue on March 29, 2019.
(c) Functional currency and foreign currency translation:
The measurement and functional currency of the Fund is the Canadian dollar ("CAD") and
the financial statements are presented in CAD. Investment transactions and income and
expenses in foreign currencies have been translated to CAD at the rate of exchange
prevailing at the time of the transaction.
Foreign currency assets and liabilities have been translated into the functional currency,
using the rate of exchange prevailing at the statement of financial position date.
Foreign exchange gains and losses relating to cash are presented in the statement of
comprehensive income within Net foreign currency losses.
Foreign exchange gains and losses relating to the financial assets and liabilities carried at
FVTPL are presented in the statement of comprehensive income within Net realized gains
on financial assets and liabilities at FVTPL or within net change in unrealized appreciation
on financial assets and liabilities at fair value through profit or loss. .
(d) Recent accounting standard:
IFRS 9, Financial Instruments ("IFRS 9"):
IFRS 9 was issued by the IASB in November 2009 and has replaced International
Accounting Standard ("IAS") 39, Financial Instruments - Recognition and Measurement
("IAS 39"). IFRS 9 uses a single approach to determine whether a financial asset is
measured at amortized cost or fair value, replacing the multiple rules in IAS 39. The
approach in IFRS 9 is based on how an entity manages its financial instruments in the
context of its business model and the contractual cash flow characteristics of the financial
assets. The new standard also requires a single impairment method to be used, replacing
the multiple impairment methods in IAS 39. In July 2014, the IASB issued the final version
of IFRS 9. The revised standard adds guidance on the classification and measurement of
financial liabilities.
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EHP GLOBAL ARBITRAGE ALTERNATIVE FUND
Notes to Financial Statements (continued)
Period from August 10, 2018 (commencement of operations) to December 31, 2018

2.

Significant accounting policies (continued):
IFRS 9 is effective for fiscal years beginning on or after January 1, 2018 and has been
adopted by the Fund since it commenced operations on August 10, 2018.
(e) Financial assets and financial liabilities:
(i) Classification:
The Fund classifies its investments in debt and equity securities, and derivatives, as
financial assets or financial liabilities at FVTPL. The Fund classifies its investments at
FVTPL based on the Fund's business model for managing those financial assets in
accordance with the Fund's documented investment strategy. The portfolio of
investments is managed and performance is evaluated on a fair value basis and the
portfolio of investments is neither held to collect contractual cash flows nor held both to
collect contractual cash flows and to sell financial assets. The Fund is primarily focused
on fair value information and uses that information to assess the assets' performance
and to make decisions.
All other financial assets and liabilities, excluding redeemable units, are classified and
measured at amortized cost. These other financial assets and liabilities are recognized
on the date on which they are originated and are measured at amortized cost.
Redeemable units are measured at the present value of the redemption amount and are
considered a residual.
(ii) Recognition, derecognition and measurement:
Financial assets and financial liabilities are initially recognized on the trade date, which
is the date on which the Fund becomes a party to the contractual provisions of the
instrument. Financial assets and financial liabilities are initially measured at fair value,
with transaction costs recognized in the statement of comprehensive income.
Subsequent to initial recognition, all financial assets and financial liabilities at FVTPL are
measured at fair value. Net realized and changes in unrealized gains and losses arising
from changes in the fair value of the financial assets or financial liabilities at FVTPL
category are presented in the statement of comprehensive income within net realized
gains on financial assets and liabilities at FVTPL and net change in unrealized
appreciation on financial assets and liabilities at FVTPL in the period in which they
arise.

11

EHP GLOBAL ARBITRAGE ALTERNATIVE FUND
Notes to Financial Statements (continued)
Period from August 10, 2018 (commencement of operations) to December 31, 2018

2.

Significant accounting policies (continued):
The Fund derecognizes a financial asset when the contractual rights to the cash flows
on the financial asset in the transaction in which substantially all the risks and rewards
of ownership of the financial asset are transferred. The Fund derecognizes a financial
liability when its contractual obligations are discharged, cancelled or expire.
When the Fund purchases an option or warrant, 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 and warrants 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 realized gain
or loss and is presented in the statement of comprehensive income within net realized
gains on financial assets and liabilities at FVTPL.
Dividend income from financial assets at FVTPL is recognized in the statement of
comprehensive income within dividend income, gross of withholding taxes, when the
Fund's right to receive payments is established. Dividends declared on securities sold
short are recorded as a dividend expense on the ex-dividend date. Amounts not yet
received or paid are included in the statement of financial position in dividends receivable
and dividends payable on securities sold short, respectively. Interest for distribution
purposes earned on debt securities at FVTPL is recognized in the statement of
comprehensive income on an accrual basis.
(iii) 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
in the principal or, in its absence, the most advantageous market to which the Fund has
access at that date. The fair value of a liability reflects its non-performance risk.
When available, the Fund measures the fair value of an instrument, including warrants
using the quoted price in an active market for that instrument. A market is regarded as
"active" if transactions for the asset or liability take place with sufficient frequency and
volume to provide pricing information on an ongoing basis. The Fund measures
instruments quoted in an active market at last sale or close price, where the close price
falls within the day's bid-ask spread. In circumstances where the close price is not
within the day's bid-ask spread, management determines the point within bid-ask
spread that is most representative of fair value based on specific facts and
circumstances.
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2.

Significant accounting policies (continued):
The fair value of foreign currency forward contracts is determined using quoted forward
exchange rates at the reporting date as obtained from an independent source.
The fair value used for financial reporting is consistent with the fair value used for
unitholder and related transactions.
(f) Cost of investments:
The cost of investments, represents the amount paid for each security and is determined
on an average cost basis, excluding commissions and other transaction costs. Realized
gains and losses on disposition are determined based on the average cost of investments.
Gains and losses arising from changes in the fair value of the investments are included in
the statement of comprehensive income for the period in which they arise.
(g) Offsetting 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 offset the
recognized amounts and there is an intention to settle on a net basis or realized the asset
and settle the liability simultaneously. Income and expenses are presented on a net basis
for gains and losses from financial instruments at FVTPL.
(h) Cash:
Cash consist of cash on deposit and short-term deposits with terms to maturity of less than
three months at acquisition.
(i) Payable for investments purchased/receivable for investments sold:
Amounts receivable for investments sold and amounts payable for investments purchased
that have been contracted are recorded on the statement of financial position at the amount
to be received or delivered.
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2.

Significant accounting policies (continued):
(j) Redeemable units and net assets attributable to holders of redeemable units:
The Fund issues multiple classes of redeemable units, which are redeemable at the
holder's option and do not have identical features and, therefore, are classified as financial
liabilities. For each Fund unit sold, the Fund receives an amount equal to the net asset
value per unit at the date of sale, which amount is included in net assets attributable to
holders of redeemable units. For each unit redeemed, net assets attributable to holders of
redeemable units is reduced by the net asset value of the unit at the date of redemption.
The redeemable shares are measured at the current value of the Fund's net assets and are
considered a residual amount of the net assets attributable to holders of redeemable units.
There is no difference in the method net asset value and net assets attributable to holders
of redeemable units is computed.
(k) Income allocation:
Income, expenses (other than management fees, performance fees) and realized and
unrealized capital gains (losses) (other than from forward contracts used to hedge Class
UF units), are distributed among the different classes of units in proportion to the amount
invested in them. The realized and unrealized gains (losses) attributable to the forward
contracts used to hedge the United States Dollar exposure attributable to Class UF units
are allocated to the holders of such Class UF units. For management fees and
performance fees, please refer to note 9.
(l) Net assets attributable to holders of redeemable units per unit:
The net assets attributable to holders of redeemable units per unit is calculated by dividing
the net assets attributable to holders of redeemable units of a particular class of units by
the total numbers of units of that particular class or series outstanding at the end of the
period.
(m) 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 is calculated
by dividing the increase in net assets attributable to holders of redeemable units by the
weighted average number of units outstanding during the period for each class. Refer to
note 8 for further details.
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2.

Significant accounting policies (continued):
(n) Taxation:
The Fund qualifies as a mutual fund trust under the provisions of the Income Tax Act
(Canada) (the "Tax Act") and, accordingly, is not subject to tax on its net taxable income for
the tax year which ends in December, including net realized capital gains, which is paid or
payable to its unitholders as at the end of the tax year. However, such part of the Fund's
net income and net realized capital gains that is not so paid or payable, is subject to
income tax. Income tax on net realized capital gains not paid or payable is generally
recoverable by virtue of refunding provisions contained in tax legislation, as redemptions
occur. It is the intention of the Fund to distribute all of its income and sufficient net realized
capital gains so that the Fund will not be subject to income tax.
The Fund is subject to withholding taxes on foreign income. In general, the Fund treats
withholding tax as a charge against income for tax purposes.
As at December 31, 2018, the Fund had no capital loss carry-forwards and non-capital loss
carry-forwards balances.
(o) Commissions and other portfolio transaction costs:
Commissions and other portfolio transaction costs are costs incurred to acquire financial
assets or liabilities at FVTPL. They include fees and commissions paid to agents, advisers,
brokers and dealers. Transaction costs, when incurred, are immediately recognized in the
statement of comprehensive income as an expense. Refer to note 10 for further details on
soft dollar arrangement.

3.

Critical accounting estimates and judgements:
The preparation of financial statements in accordance with IFRS requires management to use
accounting estimates. It also requires management to exercise its judgment in the process of
applying the Fund's accounting policies. Estimates are continually evaluated and based on
historical experience and other factors, including expectations of future events that are believed
to be reasonable under the circumstances. Actual results could differ from those estimates.
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4.

Derivative financial instruments:
The Fund holds the following derivative instruments:
Rights and warrants:
A warrant is a contractual arrangement under which the issuer grants the holder the right, but
not the obligation, either to buy at or by a set date or during a set period, a specific amount of
securities or a financial instrument at a predetermined price directly from the issuer of the
underlying securities. Rights are offers that allow existing stockholders to buy additional shares
at a predetermined price, for a set time period. The Fund is exposed to credit risk on stock
rights and purchased warrants only to the extent of their carrying amount, which is their fair
value.
The following table details the Fund's investments in warrants as at December 31, 2018:
Maturity
date

Strike
price

July 4, 2022

$ 11.50

December 21, 2025
October 29, 2023
June 18, 2019

11.50
3.15
1.10

Description
Alignvest Acquisition II Corp.
Cannabis Strategies
Acquisition Corp.
Namaste Technologies Inc.
Briko Energy Corp.

Notional
amount
$

372,600
77,050
15,356
24,387

Forward contracts:
The Fund may enter into various forward contracts as part of its investment strategy.
Generally, a forward contract is a customized contract between two parties to purchase or sell
an asset at a specified price on a future date. The Fund may use forward contracts to gain
exposure to, or hedge against, changes in the value of equities, commodities, interest rates or
foreign currencies. If market conditions move unexpectedly, the anticipated benefits of forward
contracts may not be achieved and a loss may be realized. The use of forward contracts
involves the risk of imperfect correlation in movements in the price of forward contracts and the
underlying instruments or commodities.
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4.

Derivative financial instruments (continued):
Forward contracts are offset and the net amount presented in the statement of financial position
when there is a legally enforceable right to offset the recognized amounts and there is an
intention to settle on a net basis, or to realize the asset and settle the liability simultaneously.
The following table details the Fund's investments in forward contracts as at December 31,
2018 related to Class UF units:

Settlement date
February 28, 2019

Currency
U.S. Dollar

Forward
rates

Counterparty
Bank of Nova Scotia

1.3633

Contract
price

Notional
amount

Unrealized
gain (loss)

$ (1,711,500) $ (1,668,029) $

(43,471)

The following table details the Fund's investments in forward contracts as at December 31,
2018 related to portfolio hedges:

Settlement date

Currency

February 27, 2019 Australian Dollar
February 27, 2019
Euro
February 27, 2019
Sterling Pound
February 27, 2019
U.S. Dollar

Forward
rates

Counterparty
Bank of Nova Scotia
Bank of Nova Scotia
Bank of Nova Scotia
Bank of Nova Scotia

Net unrealized gain on forward contracts

0.9610
1.5681
1.7433
1.3633

$

Contract
price

Notional
amount

Unrealized
gain (loss)

(54,358) $
(85,949)
(16,701)
339,577

(54,846) $
(85,997)
(16,361)
337,950
$

488
48
(340)
1,627
1,823

The notional amounts of certain types of financial instruments provide a basis for comparison
with instruments recognized on the statement of financial position, but they do not necessarily
indicate the amounts of future cash flows involved or the current fair value of the instruments
and do not, therefore, indicate the Fund's exposure to credit or market price risks. The
derivative instruments become favourable (assets) or unfavourable (liabilities) as a result of
fluctuations in market prices or foreign exchange rates relative to their terms. The aggregate
contractual or notional amount of derivative financial instruments on hand, the extent to which
instruments are favourable or unfavourable and, thus, the aggregate fair values of derivative
financial assets and liabilities can fluctuate significantly from time to time.
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4.

Derivative financial instruments (continued):
Offsetting of Financial Instruments:
In the normal course of business, the Fund may enter into various master netting arrangements
or other similar agreements that do not meet the criteria for offsetting in the statements of
financial position but still allow for the related amounts to be set off in certain circumstances,
such as bankruptcy or termination of the contracts. The following table shows financial
instruments that may be eligible for offset, if such conditions were to arise, as at December 31,
2018. The "Net amounts" column displays what the net impact would be on the Fund`s
statements of financial position if all amounts were set-off.
Amounts offset

Financial assets as at
December 31, 2018

Gross
amounts of
recognized
financial
assets

Forwards, net

$

2,163

Gross
amounts of
recognized
financial
liabilities
$

Amounts not offset

Net amounts
of financial
assets
presented in
the statement
of financial
position

(340)

$

1,823

Financial
instruments
(including
non-cash
collateral)
$

Amounts offset

Financial liabilities as at
December 31, 2018

Gross
amounts of
recognized
financial
liabilities

Forwards, gross
Forwards, net

$ (43,471)
(340)

Gross
amounts of
recognized
financial
assets
$

–
340

(1,823)

Cash
collateral
received

Net
amounts

$

$

–

–

Amounts not offset

Net amounts
of financial
liabilities
presented in
the statement
of financial
position
$ (43,471)
–

Financial
instruments
(including
non-cash
collateral)
$

1,823
–

Cash
collateral
received
$

–
–

Net
amounts
$(41,648)
–

Options:
An option is the right to buy (a call option) or to sell (a put option) a specified amount or value of
a particular underlying interest (e.g. equity securities, stock indices, government debt securities,
commodity or foreign currencies) at a fixed exercise price by exercising the option before its
expiration date. The option may also be settled in cash, based on the difference between the
exercise settlement value and the fixed exercise price.
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4.

Derivative financial instruments (continued):
The following table details the Fund's investments in options as at December 31, 2018:
Maturity
date

Description
MEG Energy Corp. Call
MEG Energy Corp. Put

5.

January 18, 2019
January 18, 2019

Strike
price
$

8.00
8.00

Notional
amount
$

47,200
(47,200)

Financial risk management:
(a) Financial risk factors:
The Fund's investment activities expose it to a variety of financial risks: credit risk, liquidity
risk and market risk (including price risk, foreign exchange risk and interest rate risk).
The Fund is also exposed to operational risks, such as custody risk. Custody risk is the
risk of loss of securities held in custody occasioned by the insolvency or negligence of the
custodian. Although an appropriate legal framework is in place that reduces the risk of loss
of value of the securities held by the custodian, in the event of its failure, the ability of the
Fund to transfer securities might be temporarily impaired.
The value of investments within the Fund's portfolio can fluctuate on a daily basis as a
result of changes in interest rates, economic conditions, the market and company news
related to specific securities within the Fund. The level of risk depends on the Fund's
investment objective and the types of securities it invests in. The Investment Manager
seeks to minimize potential adverse effects of these risks on the Fund's performance by
employing professional, experienced portfolio advisors, by daily monitoring of the Fund's
positions and market events, and may use derivatives to hedge certain risk exposures. To
assist in managing risks, the Investment Manager maintains a governance structure that
oversees the Fund's investment activities and monitors compliance with the Fund's stated
investment strategies, internal guidelines and securities regulations.
The Fund's investment policy allows it to invest in a variety of financial instruments and
utilize various investment strategies in order to meet its objectives. As part of the Fund's
risk management practices, investment activities of the Fund are subject to investment
restrictions, as prescribed in the Fund's simplified prospectus.
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5.

Financial risk management (continued):
The Fund typically purchases securities through normal market facilities. Purchases of
securities under other circumstances will only be permitted where the purchase price for
such securities approximates the prevailing market price or is negotiated or established on
an arm's-length basis.
The Fund uses different methods to measure and manage the various types of risk to
which it is exposed; these methods are explained below:
(i) Credit risk:
Credit risk is the risk that the counterparty to a financial instrument will fail to discharge
an obligation or commitment that it has entered into with the Fund. The carrying
amount of the Fund's assets represents the maximum credit risk exposure.
The Fund's investments in debt instruments and related derivatives represent the main
concentration of credit risk. The fair value of these financial instruments includes
consideration of the creditworthiness of the issuer. As at December 31, 2018, the Fund
had no significant investments in debt instruments. For derivatives, refer to note 4.
All transactions executed by the Fund in listed securities are settled/paid for upon
delivery using approved brokers. The risk of default is considered minimal, as delivery
of securities sold is only made once the broker has received payment. Payment is
made on a purchase once the securities have been received by the broker. The trade
will fail if either party fails to meet its obligation.
The majority of the cash and investments of the Fund are held by CIBC, with a portion
of the Fund's cash and investments also held by the Bank of Nova Scotia (collectively,
the "Prime Brokers"). Bankruptcy or insolvency of the Prime Brokers may cause the
Fund's rights with respect to cash held by the Prime Brokers to be delayed or limited.
The Fund monitors its risk by monitoring the credit quality and financial position of the
Prime Brokers. At the date of the approval of the financial statements, the credit rating
for the Bank of Nova Scotia was A+ and for CIBC, it was A+.
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5.

Financial risk management (continued):
The Fund has provided the Prime Brokers with a general lien over the financial assets
held in custody as security for the Prime Brokers' exposures relating to provision of
custody services to the Fund. The terms under which the general lien is provided are
usual and customary services to the Fund. The terms under which the general lien is
provided are usual and customary for Prime Brokers agreements. As at December 31,
2018, the fair value of financial assets subject to the general lien is $4,251,242. The
Fund's cash investments are held by highly creditworthy financial institutions.
As at December 31, 2018, the Fund invested in debt instruments with the following
credit ratings per Standard and Poor's:
Debt instruments⃰
by credit rating

Percentage of
net assets value

A-

1.3

⃰Excludes cash and cash equivalents.
(ii) Liquidity risk:
Liquidity risk is the risk that the Fund will encounter difficulty in meeting obligations
associated with financial liabilities that are settled by delivering cash or other financial
assets.
The Fund could be exposed to daily cash redemptions of redeemable units. The Fund
manages its liquidity risk by primarily investing in marketable securities and other
financial instruments which are traded in active markets and can be readily disposed of
under normal market conditions. In addition, the Fund generally retains sufficient cash
and cash equivalent positions to maintain liquidity.
Under extraordinary circumstances, the Fund also has the ability to suspend
redemptions if this is deemed to be in the best interest of all unitholders. The Fund did
not withhold any redemptions or implement any suspension during 2018.
It is the Fund's policy that the Investment Manager monitors the Fund's liquidity position
on a daily basis.
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5.

Financial risk management (continued):
The Fund's liabilities are generally expected to be due and paid within 90 days, with the
exception of net assets attributable to holders of redeemable units. Redeemable units
are redeemable on demand at the holder's option; however, it does not represent
significant liquidity risk as holders of these instruments typically retain them for the
medium to long term.
(iii) Market risk:
Market risk is the risk that the fair value of future cash flows of financial instruments will
fluctuate due to changes in market variables, such as interest rates, foreign exchange
rates and market prices. The following sensitivity analysis shows how the net assets
attributable to holders of redeemable units would have been affected by a reasonably
possible change in the relevant risk variable at each reporting date. In practice, the
actual results may differ and the differences could be material.
(a) Price risk:
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 those arising from
interest rate risk or currency risk). The Fund is primarily exposed to price risk
from its investments in equity securities.
All investments represent a risk of loss of capital. The Investment Manager aims
to moderate this risk through careful selection and diversification of securities and
other financial instruments in accordance with the Fund's investment objectives
and strategy. Except for securities sold short, the maximum risk resulting from
financial instruments is determined by the fair value of the financial instruments.
Possible losses from securities sold short can be unlimited. The Fund's overall
market positions are monitored on a regular basis by the Investment Manager.
The Fund is primarily exposed to price risk from its investments in equity
securities and related derivatives. As at December 31, 2018, had the prices on
the respective stock exchanges for these securities increased or decreased by
10%, with all other variables held constant, net assets attributable to holders of
redeemable units would have increased or decreased by approximately $286,552.
The Fund is also exposed to price risk through the concentration of its investment
portfolio, and manages this risk through daily monitoring of the portfolio to comply
with the investment strategies outlined in the Fund's simplified prospectus.
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5.

Financial risk management (continued):
(b) Foreign exchange risk:
The Fund holds both monetary and non-monetary assets denominated or traded
in currencies other than the CAD, the Fund's functional currency. Foreign
currency risk arises as the value of future transactions, assets and liabilities
denominated in other currencies fluctuate due to changes in foreign exchange
rates.
The table below summarizes the foreign currencies to which the Fund had
significant exposure at December 31, 2018 in CAD. The table also illustrates the
potential impact on the net assets attributable to holders of redeemable units if
CAD had strengthened or weakened by 5% in relation to the listed currencies,
with all other variables held constant.

Currency
U.S. Dollar
Australian
Dollar
U.K. Pound
Sterling
Euro

Currency Exposure (excluding the
Hedge attributable to Class UF)
Net exposure
Hedge
Total
$ (1,711,928)

1,715,870

$

3,942

$

(85,596)

$

85,794

$

198

(54,372)

54,387

15

(2,719)

2,719

–

(16,706)
(85,948)

16,699
85,669

(7)
(279)

(835)
(4,297)

835
4,283

–
(14)

$ (1,868,954)
% of net assets
attributable
to holders of
redeemable
units

$

Impact if CAD strengthened or
weakened by 5% in relation to
other currencies
Net exposure
Hedge
Total

(55.6)

$

1,872,625

55.7

$

3,671

0.1

$

(93,447)

(2.8)

$

93,631

2.8

$

184

–

The analysis above is based on the assumptions that the relevant foreign
exchange rate increased/decreased by 5%, with all other variables held constant.
This represents management's best estimate of a reasonably possible shift in the
foreign exchange rates.
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5.

Financial risk management (continued):
The Fund also holds various forward contracts to hedge against changes in the
value of US Dollar with regards to Class UF units. The profit and loss from such
currency hedge is allocated to Class UF unitholders only.
As of December 31 2018, the U.S. dollar ("USD") value of Class UF units was
U.S. $249,933 and the USD par value of forward contracts was U.S. $249,089.
Please refer to note 4 for further details on forward contracts.
(c) Interest rate risk:
Interest rate risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in prevailing market interest rates.
The majority of the Fund's investments are non-interest bearing and, as such, are
not subject to a significant amount of risk arising from fluctuations in interest rates.
(b) Capital risk management:
The capital of the Fund is represented by the net assets attributable to holders of
redeemable units. The units are entitled to distributions, if any, and to payment of a
proportionate share based on the Fund's net asset value per unit upon redemption. The
relevant movements are shown on the statement of changes in net assets attributable to
holders of redeemable units. There is no external regulatory requirement to maintain a
minimum capital amount.
(c) Leverage risk:
When the Fund makes investments in derivatives, borrows cash for investment purposes,
or uses physical short sales on equities, fixed income securities or other portfolio assets,
leverage may be introduced into the Fund. Leverage occurs when the Fund's aggregate
gross exposure to underlying assets is greater than the amount invested. Leverage may
increase volatility, may impair the Fund's liquidity and may cause the Fund to liquidate
positions at unfavourable times.
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5.

Financial risk management (continued):
In accordance with the Alternative Fund Investment Relief obtained by the Fund, as
described in Note 1, the aggregate gross exposure of the Fund, to be calculated as the
sum of the following, must not exceed three times the Fund's net asset value: (i) the
aggregate market value of the Fund's long positions; (ii) the aggregate market value of
physical short sales on equities, fixed income securities or other portfolio assets; and (iii)
the aggregate notional value of the Fund's specified derivatives positions excluding any
specified derivatives used for hedging purposes.
During the period from the Fund's inception to December 31, 2018, the Fund's lowest and
highest aggregate gross exposure was 100.7% and 200.6% of the Fund's NAV
respectively. The primary source of leverage was short positions in equity securities. The
low and high end of the range, are as a result of our investing activities, and timing of
subscriptions and/or redemptions. The Fund's strategy is outlined in the Simplified
Prospectus.
The Investment Manager monitors, on a daily basis, that the Fund's aggregate gross
exposure is less than three times the Fund's net asset value.

6.

Fair value measurement:
The fair value of financial assets and financial liabilities traded in active markets (such as
publicly traded derivatives and trading securities) are based on quoted market prices at the
close of trading on the year-end date. An active market is a market in which transactions for
the asset or liability take place with sufficient frequency and volume to provide pricing
information on an ongoing basis. If a significant movement in fair value occurs subsequent to
the close of trading up to midnight on the year-end date, valuation techniques will be applied to
determine the fair value.
The fair value of financial assets and liabilities that are not traded in an active market is
determined by using valuation techniques. 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 non-standardized financial instruments include the use of comparable
recent arm's-length transactions, 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.
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6.

Fair value measurement (continued):
The fair value hierarchy has the following levels:


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



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



Level 3 - inputs are unobservable inputs for the asset or liability.

The determination of what constitutes "observable" requires significant judgment by the Fund.
The Fund considers observable data to be that market data that is readily available, regularly
distributed or updated, reliable and verifiable, not proprietary, and provided by independent
sources that are actively involved in the relevant market.
If an asset or liability classified as Level 1 subsequently ceases to be actively traded, it is
transferred into Level 2, unless the measurement of its fair value requires the use of significant
unobservable inputs; in which case, it is reclassified to Level 3. All transfers are recorded at fair
value at the beginning of the year of the transfer.
All investments held by the Fund are classified as followed:
Level 1

Level 2

Level 3

Total

Assets
Equities
Forward contracts
Fixed income securities
Option
Preferred shares
Warrants

$

3,337,253
–
–
4,012
105,539
–

$

–
1,823
44,411
–
–
39,117

$

–
–
–
–
–
–

$ 3,337,253
1,823
44,411
4,012
105,539
39,117

$

3,446,804

$

85,351

$

–

$ 3,532,155

$

616,858
3,540

$

–
–

$

–
–

$

616,858
3,540

$

620,398

$

–

$

–

$

620,398

Liabilities
Equities
Option
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6.

Fair value measurement (continued):
There were no transfers among Level 1, Level 2 and Level 3 in the period from August 10,
2018 (commencement of operations) to December 31, 2018.
The forward contracts used to hedge Class UF units is also considered a level 2 security.

7.

Net assets attributable to redeemable units:
Redeemable units:
The Fund is authorized to issue an unlimited number of classes of units and an unlimited
number of units in each such class. Each unit of a class represents an undivided ownership
interest in the net asset value of the Fund attributable to that class of units. Each unit of a class
has equal rights to each other unit of the same class with respect to all matters, including
voting, receipt of distributions from the Fund, liquidation and other events in connection with the
Fund, subject to the terms and conditions of the Trust Agreement.
The following classes of units are currently being offered by the Fund:
Class A units: Available to all investors.
Class F units: Available to investors who are enrolled in a dealer sponsored fee for service or
wrap program and who are subject to an annual asset-based fee rather than commissions on
each transaction or, at the discretion of the Investment Manager, any other investor for whom
the Investment Manager does not incur distribution costs.
Class I units: Available to institutional investors or to other investors on a case-by-case basis,
all at the discretion of the Investment Manager. Also available to certain employees and
employees of affiliated entities of the Investment Manager and, at the Investment Manager's
discretion, to former employees and to relatives of current and former employees of the
Investment Manager.
Class UF units: Denominated in U.S. dollars and available to investors who are enrolled in a
dealer sponsored fee for service or wrap program and who are subject to an annual assetbased fee rather than commissions on each transaction or, at the discretion of the Investment
Manager, any other investor for whom the Investment Manager does not incur distribution
costs.
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7.

Net assets attributable to redeemable units (continued):
The minimum initial investment in Class A and Class F units of the Fund is $2,000, while the
minimum initial investment in Class I units is $500,000. The minimum initial investment in Class
UF units of the Fund is US$2,000. The minimum subsequent investment in the Fund is $500 or
US$500, as applicable, unless the units are bought through a pre-authorized contribution plan,
in which case, the minimum subsequent investment is $50 or US$50, as applicable. These
minimum investment amounts may be adjusted or waived in the discretion of the Investment
Manager.
Subscriptions are accepted on a daily basis, subject to applicable law and the Investment
Manager's discretion to refuse a subscription in whole or in part. If an order is delivered by a
registered broker or dealer by 4:00 p.m. (Eastern Time) on a day the Toronto Stock Exchange
is open (a "Valuation Day"), and such subscription is accepted, the units subscribed for will be
issued that day at the unit price calculated later that day. Otherwise, the subscription order will
be processed at the unit price calculated on the next Valuation Day.
Units may be redeemed on any Valuation Day, except in extraordinary circumstances. If a
redemption request is sent by the unitholder's registered broker or dealer and is received by the
Investment Manager before 4:00 p.m. (Eastern Time) on a Valuation Day, then redemption
shall be processed at the unit price calculated later that day. Otherwise, the redemption request
will be processed at the unit price calculated on the next Valuation Day. The amount payable to
a unitholder for each unit redeemed will be an amount equal to the class net asset value per
unit on the Valuation Day, together with the proportionate share attributable to such units of any
distribution which has been declared and not paid, less (a) any short-term trading fees payable,
and (b) any withholding or other taxes required to be deducted. The redemption proceeds will
typically be paid to the unitholder on or before the three business days following the redemption
of units.
Under exceptional circumstances the Fund may be unable to process redemption orders. This
would most likely occur if market trading has been suspended on stock exchanges, options
exchanges or futures exchanges on which more than 50% by value of a Fund's assets are
listed and if a Fund's portfolio securities cannot be traded on any other exchange that
represents a reasonably practical alternative. During these periods, units will also not be
issued, switched or reclassified.
If an investor redeems units of the Fund within 90 days of purchasing such units, the Fund may
deduct and retain, 2% of the net asset value of the units of the particular class of the Fund
being redeemed.
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7.

Net assets attributable to redeemable units (continued):
Unitholders may switch all or part of their investment in a class of units of the Fund to units of
the same class of another fund managed by the Investment Manager. Unitholders may also
reclassify all or part of their investment from one class of units to another class of units of the
same Fund, as long as the unitholder is eligible to hold that class of units. If the Investment
Manager receives any switch or reclassification order before 4:00 p.m. (Eastern Time) on any
Valuation Day, then the order will be processed at the unit price calculated later that day.
Otherwise, the order shall be processed at the unit price calculated on the next Valuation Day.
The Class UF units of the Fund are denominated in USD, and the returns of the Class UF units
are generally hedged back to the Canadian dollar. Holders of Class UF units who exchange
those units for units of another class will do so at the prevailing Canadian/USD exchange rate.
During the period from August 10, 2018 (commencement of operations) to December 31, 2018,
the number of units issued, redeemed and outstanding was as follows:

Class A
Class F
Class I
Class UF

Redeemable
units, beginning
period

Redeemable
units issued

100
100
25,000
–

25,832
214,445
13,580
24,861

Redemption of
redeemable
units
–
(2,456)
–
–

Reinvestments
of units

Redeemable
units, end of
period

602
889
1,681
9

26,534
212,978
40,261
24,870

Distributions:
The Trustee shall declare and credit as due and payable as of each taxation year-end all of the
net income of the Fund for such taxation year and a sufficient amount of the net capital gains of
the Fund for the taxation year ending in such calendar year so that the Fund will not have any
obligation to pay tax under Part I of the Tax Act after taking into account any entitlement to a
capital gains refund under the Tax Act.
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8.

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
from August 10, 2018 (commencement of operations) to December 31, 2018 is calculated as
follows:
Increase in
Weighted
net assets
average of
attributable to redeemable units
holders of
outstanding
redeemable
during the
units per Class
period
Class A
Class F
Class I
Class UF

9.

$

14,202
40,695
39,213
5,627

16,156
54,843
34,044
5,348

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

0.88
0.74
1.15
1.05

Related party transactions:
(a) Management fees:
The Investment Manager receives a management fee payable by the Fund for providing its
services to the Fund. The management fee varies for each class of units. The management
fee is calculated and accrued daily based on a percentage of the net asset value of the
class of units, plus applicable taxes, and is payable on the last day of each calendar month.


Class A units: 1.90% per annum



Class F units: 0.90% per annum



Class UF units: 0.90% per annum



Class I units: Negotiated by the unitholder and paid directly by the unitholder to the
Investment Manager. The management fee rate would not exceed the management fee
payable on Class A units of the Fund.
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9.

Related party transactions (continued):
(b) Performance fees:
The Investment Manager receives a performance fee in respect of each class of units of
the Fund. The Fund shall pay the Investment Manager a performance fee each calendar
quarter (a "Performance Fee Determination Period") equal to 15% of the net profit (as
defined below) of each of the applicable class units subject to the High Watermark (as
defined below). The performance fee will be calculated and accrued for each class on a
daily basis during each Performance Fee Determination Period and, with respect to an
intra-quarter redemption of units of a class, on the relevant redemption date.
Net Profit means, in respect of any class of units of a Fund for any Performance Fee
Determination Period, the amount calculated by deducting the initial Net Asset Value per
unit of the class for that Performance Fee Determination Period from the closing Net Asset
Value per unit of such class for that Performance Fee Determination Period and multiplying
the resulting amount by the total number of the units of such class outstanding at the close
of business on the last business day in that Performance Fee Determination Period (and,
with respect to an intra-quarter redemption, on the relevant redemption date).
No performance fee shall be paid in respect of a class unless the class Net Asset Value per
unit exceeds the highest Net Asset Value per unit in respect of which a performance fee
has been previously paid for that class (the "High Watermark") and, in such circumstances,
a performance fee shall only be paid on that portion of the Net Profit that exceeds the High
Watermark. Unitholders in Class I units may negotiate a performance fee to be paid by the
unitholder that is different than the one described above or no performance fee at all.
(c) Other expenses:
The Fund is responsible for all of its operating expenses, including legal, audit and all other
expenses incurred in the ordinary course of operations. The Investment Manager has
elected to absorb a certain amount of the expenses of the Fund in 2018. For the period
from August 10, 2018 (commencement of operations) to December 31, 2018, the
Investment Manager absorbed $15,783 in administration fees, $27,890 in audit fees,
$11,436 in professional fees and $8,652 in other fees.
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9.

Related party transactions (continued):
(d) Related party shareholdings:
The Investment Manager, its officers and directors invest in units of the Fund from time to
time in the normal course of business. All transactions with the Investment Manager are
measured at the exchange amounts. As at December 31, 2018, 612.1898 of Class A units,
100.5396 of Class F units, and 40,261.4332 of Class I units were owned by the Investment
Manager or unitholders related to the Investment Manager.

10.

Soft dollar commissions:
In allocating brokerage business, consideration may be given by the Investment Manager of the
Fund to dealers to furnish research, statistical and other services to the Investment Manager
through soft dollar arrangements (the amount ascertained to have been paid for goods and
services other than order execution). The total brokerage commission paid to dealers in
connection with investment portfolio transactions and amounts of soft dollar commission for the
period from August 10, 2018 (commencement of operations) to December 31, 2018 is
approximately $472.

11.

Subscriptions receivable:
Subscriptions receivable relate to the issuance of Fund units in advance of cash received.

12.

Subsequent events:
Effective for January 1, 2019, EdgeHill Partners filed with, and received approval from, the
regulator to change the trustee, manager and portfolio manager of the Fund to EHP Funds Inc.,
an affiliate of the Investment Manager. The Investment Manager also filed to offer Class UA
units of the Fund. The Class UA units of the Fund are denominated in USD, and the returns of
the Class UA units are generally hedged back to the CAD.
The Fund has evaluated the effect of subsequent events on the Fund's financial statements
through March 29, 2019, which is the date the financial statements were available to be issued.
For the period from January 1, 2019 to March 25, 2019, the Fund had subscriptions of
$10,354,985 and redemptions of $228,302.
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