
the fund
Tech Leaders Income Fund is a closed-end investment fund managed by Brompton Funds Limited (the “Manager”). The units of the Fund trade 
on the Toronto Stock Exchange (“TSX”) under the symbol TLF.UN. The Fund is RRSP, DPSP, RRIF, RESP and TFSA eligible.

Investment objeCtIves and strategIes
Tech Leaders Income Fund is designed to provide unitholders with monthly distributions and the opportunity for capital appreciation through 
investment in an equal-weight portfolio consisting of equity securities of leading technology companies. To qualify for investment, these 
companies must have a market capitalization of at least US$15 billion at the time of their inclusion and be included in either the S&P 500 
Index or the S&P/TSX 60 Index. As well, they must generate the highest combined rankings from a ranking system which gives equal weight to 
growth (as represented by high earnings-per-share growth), value (as represented by a low price-to-earnings ratio) and quality (as represented 
by a high return on equity). The portfolio will be rebalanced using these criteria at least annually. Covered call options and cash-covered put 
options will be written in respect of the portfolio to generate additional distributable income for the Fund. In addition, the Fund may sell 
investments for working capital purposes or replace investments with proceeds from the exercise of covered call options previously written. 

Management Report of Fund Performance

March 12, 2015

This annual management report of fund performance for Tech Leaders Income Fund (the “Fund”) contains financial highlights but does not contain 
the audited annual financial statements of the Fund. The audited annual financial statements follow this report. You may obtain a copy of the annual or 
interim financial statements, at no cost, by calling 1-866-642-6001 or by sending a request to Investor Relations, Brompton Funds, Bay Wellington Tower, 
Brookfield Place, 181 Bay Street, Suite 2930, P.O. Box 793, Toronto, Ontario, M5J 2T3, or by visiting our website at www.bromptongroup.com or 
SEDAR at www.sedar.com. Unitholders may also contact Brompton Funds by using one of these methods to request a copy of the Fund’s proxy voting 
policies and procedures, proxy voting disclosure record, independent review committee’s report, or quarterly portfolio disclosure.

In accordance with investment fund industry practice, all figures in this management report of fund performance, unless otherwise noted, are based on the 
Fund’s calculation of its Net Asset Value, which is in accordance with the terms of the Fund’s declaration of trust.
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The Fund’s holdings include:

Apple Inc. Seagate Technology PLC Cisco Systems Inc.
Qualcomm Incorporated Oracle Corporation Alliance Data Systems Corp.
MasterCard Inc. Accenture PLC Symantec Corp.
Cognizant Technology  International Business Amphenol Corp. 
 Solutions Corporation  Machines Corporation SanDisk Corp.
Western Digital Corporation Intel Corporation

reCent developments

Adoption of International Financial Reporting Standards (“IFRS”)

The Fund adopted IFRS in 2014 as required by Canadian securities legislation and the Canadian Accounting Standards Board. Previously, 
the Fund prepared its financial statements in accordance with Canadian generally accepted accounting principles as defined in Part V of the 
CPA Canada Handbook (“Canadian GAAP”). The main effect of the Fund’s transition to IFRS was to measure its investments that are traded 
in active markets using the last traded prices on the measurement date. Prior to the transition, the Fund measured its long investments at bid 
prices and short investments at ask prices. The Fund also classifies its redeemable units as liabilities, whereas they were accounted for as equity 
under Canadian GAAP.

rIsks
Risks associated with an investment in the units of the Fund are discussed in the Fund’s 2014 annual information form, which is available 
on the Fund’s website at www.bromptongroup.com or on SEDAR at www.sedar.com. There were no changes to the Fund during the period 
ended December 31, 2014 that materially affected the risks associated with an investment in the units of the Fund.

results of operatIons

Distributions

Cash distributions for 2014 totalled $0.65 per unit, reflecting monthly payments of $0.054 per unit, the same as in 2013. Since inception in 
May 2011, the Fund has paid total cash distributions of $2.34 per unit.

Changes in Net Assets from Operations

During 2014, the Fund received dividend income of $0.17 per unit, compared to $0.13 in 2013, as the following companies increased their 
dividend rate: Apple Inc., Cisco Systems Inc., Western Digital Corporation, International Business Machines Corporation, MasterCard Inc., 
Microsoft Corp., Qualcomm Inc., Accenture PLC, and TE Connectivity Ltd. Additionally, the Fund received premiums from writing call 
options of $0.34 per unit compared to $0.32 in 2013. The Fund utilizes the premiums from covered call options to help fund the monthly cash 
distribution target. Expenses in 2014 were $0.17 per unit compared to $0.15 per unit a year ago.

Net Asset Value

The Net Asset Value per unit of the Fund was $10.65 at December 31, 2014, up 8.2% from $9.85 at December 31, 2013, reflecting gains from 
the portfolio. The aggregate Net Asset Value of the Fund was $63.3 million at year-end 2014, compared to $65.3 million at December 31, 
2013, as $9.2 million in gains and net income from the portfolio were offset by $4.2 million in distributions, $3.8 million for redemptions and 
$3.3 million for unit repurchases.

Investment Portfolio

At year-end 2014, the Fund’s investments included 15 technology companies in two main sectors: software and services, and technology 
hardware and equipment. Portfolio weighting (excluding cash and short-term investments) is shown in the following pie chart, and a detailed 
listing of the Fund’s security holdings is provided in the financial statements. The Fund’s portfolio was reconstituted at the time of the annual 
redemption in November 2014. As a result, Intuit Inc., Microsoft Corporation, Motorola Solutions Inc., and TE Connectivity Ltd. were sold 
and Alliance Data Systems Inc., Symantec Corp., Amphenol Corp., and SanDisk Corp. were acquired. The Fund’s portfolio recorded a net 
realized and unrealized gain of $9.1 million in 2014, led by contributions from technology hardware and equipment.

Part of the Fund’s investment strategy is to write covered call options on up to 25% of each of the securities in the portfolio in order to capitalize 
on volatility experienced in the technology sector and to contribute to the payment of monthly distributions. During 2014, the Fund wrote 
covered call options on all the underlying securities in the portfolio and generated premiums of $2.2 million. Realized loss on option writing 
was $0.2 million, which represented the premium received, less the amount paid to close out the options at expiry. During the year, the average 
notional value of the option contracts was approximately 24% of the Fund’s portfolio. At December 31, 2014, the Fund had nine option 
contracts outstanding. Subsequent to year-end, in early January 2015, the Fund wrote an additional 10 option contracts, which increased the 
notional value of the option contracts to 16% of the portfolio.

The Fund’s portfolio is comprised of US dollar denominated securities. At year-end 2014, the Fund’s exposure to the US dollar of $55.2 million 
was hedged through its forward currency forward contract of US$60.6 million notional. The Fund had a realized loss of $5.2 million on the 
close-out of certain contracts, with the portfolio experiencing similar foreign currency gains.
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Portfolio Sectors

Net Gains (Losses) by Sector (millions)   Realized  Unrealized  Total

Technology hardware and equipment  $ 4.1  $ 3.5 $ 7.6
Software and services    5.1   (0.1)   5.0 
Semiconductors and semiconductor equipment  2.6   (0.8)  1.8
Options    (0.2)   0.1   (0.1) 
Foreign currency contracts    (4.0)   (1.2)   (5.2) 

Total    $ 7.6  $ 1.5 $ 9.1

Liquidity

To provide liquidity for unitholders, units of the Fund are listed on the TSX under the symbol TLF.UN. The Fund’s normal course issuer bid 
program allows it to purchase up to 790,000 of its units on the TSX for cancellation if they trade below Net Asset Value per unit. As a result, 
purchases under the issuer bid program are accretive to the Net Asset Value per unit. During 2014, 334,500 units were purchased under this 
program at an average price of $9.91 per unit. Investors may also redeem their units annually. There were redemptions of $3.8 million during 
the current reporting period.

related party transaCtIons
Related party transactions consist of services provided by the Manager pursuant to a management agreement. See the Management Fees 
section below.

management fees
The Manager provides investment management and administrative services to the Fund, for which it is paid a management fee equal to 
0.75% per annum of the Net Asset Value of the Fund, plus applicable taxes. The management fee is used by the Manager to cover its costs 
for administering the Fund, the cost of investment management and for profit. The Fund also pays to the Manager a service fee equal to 
0.50% per annum of the Net Asset Value of the Fund. The service fee is in turn paid by the Manager to the investment dealers based on 
the proportionate number of units held by clients of each dealer at the end of each calendar quarter. In 2014, management and service fees 
amounted to $0.5 million and $0.3 million, respectively.

fInanCIal hIghlIghts
The following tables show selected key financial information about the Fund and are intended to help readers understand the Fund’s financial 
performance for the fiscal periods indicated. This information is derived from the Fund’s audited annual financial statements. The information 
in the following tables is presented in accordance with National Instrument (“NI”) 81-106 and, as a result, does not act as a continuity of 
opening and closing Net Assets per unit. The increase (decrease) in Net Assets from operations is based on average units outstanding during 
the period, and all other numbers are based on actual units outstanding at the relevant point in time.

Net Assets per Unit(1)

For the period ended December 31         2014  2013  2012 2011(2)

Net Assets per unit, beginning of period(3)       $ 9.85 $ 8.08 $ 8.32 $ 9.38
Increase (decrease) from operations:(4)    
 Total revenue        0.17  0.13  0.11  0.05
 Total expenses        (0.17)  (0.14)  (0.14)  (0.09)
 Realized gain (loss)        1.20  0.61  (0.09)  (0.42)
 Unrealized gain (loss)        0.23  1.79  0.52  (0.21)

Total increase (decrease) in Net Assets from operations     $ 1.43 $ 2.39 $ 0.40 $ (0.67)

Distributions to unitholders:(3)    
 Return of capital       $ 0.65 $ 0.65 $ 0.65 $ 0.40

Total distributions to unitholders       $ 0.65 $ 0.65 $ 0.65 $ 0.40

Net Assets per unit, end of period(3)       $ 10.65 $ 9.85 $ 8.08 $ 8.32

(1)  Financial information for 2013 and 2014 was prepared in accordance with IFRS. Prior to 2013, financial information was prepared in accordance with Canadian GAAP 
and the Net Assets per unit presented in the financial statements differed from the Net Asset Value calculated for weekly Net Asset Value purposes. The difference was 
primarily a result of investments being valued at bid prices for financial statement purposes and closing prices for weekly Net Asset Value purposes. Figures for 2013 
have been restated due to IFRS transition.

(2)  Period from May 20, 2011 (commencement of operations) to December 31, 2011.
(3)  Net Assets per unit and distributions per unit are based on the actual number of units outstanding at the relevant time.
(4) The increase (decrease) in Net Assets from operations per unit is based on the weighted average number of units outstanding over the fiscal period.

53%
47%

Tech Leaders Income Fund 
 Portfolio Sectors  AR 2014
[data for pie chart]
Mining 47%
Oil & Gaz 53%
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Ratios and Supplemental Data (Based on Net Asset Value)

As at December 31         2014  2013  2012 2011(1)

Net Asset Value (in 000s)       $ 63,306 $ 65,275 $ 59,982 $ 66,852
Number of units outstanding (in 000s)        5,942  6,625  7,423  8,030
Management expense ratio (“MER”)(2)        1.67%  1.64%  1.62%  8.85%
Trading expense ratio(3)        0.07%  0.11%  0.11%  0.11%
Portfolio turnover rate(4)        34.90%  42.69%  41.73%  N/A
Net Asset Value per unit       $ 10.65 $ 9.85 $ 8.08 $ 8.32
Closing market price – units       $ 10.55 $ 9.55 $ 7.85 $ 8.10

(1) Period from May 20, 2011 (commencement of operations) to December 31, 2011.
(2)  MER is based on the requirements of NI 81-106 and includes the total expenses (excluding commissions and other portfolio transaction costs) of the Fund for the stated 

period, including interest expense and issuance costs, and is expressed as an annualized percentage of the average Net Asset Value of the period. Please see the Expense 
Ratio section following this table for further discussion of the calculation.

(3)  The trading expense ratio represents total commissions expressed as an annualized percentage of daily average Net Asset Value of the Fund during the period.
(4)  The Fund’s portfolio turnover rate indicates how actively the Fund manages its portfolio investments. A portfolio turnover rate of 100% is equivalent to the Fund 

buying and selling all of the securities in its portfolio once in the course of the year. The higher the Fund’s portfolio turnover rate in a year, the greater the trading costs 
payable by the Fund in the year and the greater the chance of an investor receiving taxable capital gains in the year. There is not necessarily a relationship between a high 
turnover rate and the performance of the Fund. The portfolio turnover rate is not provided when the Fund is less than one year old. Portfolio turnover rate is calculated 
by dividing the lesser of the cost of purchases and the proceeds of sales of portfolio securities for the period, excluding cash and short-term investments maturing in less 
than one year, by the average market value of investments during the period.

Expense Ratio

The MER of the Fund was 1.67% for 2014 compared to 1.64% for the 12 months ended December 31, 2013.

past performanCe
The following chart and table show the past performance of the Fund. Past performance does not necessarily indicate how the Fund will 
perform in the future. The information shown is based on Net Asset Value per unit and assumes that distributions made by the Fund on its 
units in the periods shown were reinvested at Net Asset Value per unit in additional units of the Fund.

The bar chart shows the Fund’s return in each period since inception to December 31, 2014. The chart shows, in percentage terms, how an 
investment held on the first day of the fiscal period would have changed by the last day of the fiscal period.

Year-by-Year Returns

(1) Period from May 20, 2011 (commencement of operations) to December 31, 2011.

Tech Leaders Income Fund  
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The following table shows the Fund’s compound return for each period indicated compared with the S&P 500 Information Technology Index 
(“S&P Technology Index”), the S&P 500 Index and the S&P/TSX 60 Index. The S&P Technology Index, a sub-index of the S&P 500 Index, 
tracks the performance of major North American technology companies on a market-weight basis. The S&P 500 Index tracks the performance, 
on a market-weight basis, of 500 large companies having common stocks listed on the NYSE or NASDAQ.

The S&P/TSX 60 Index is comprised of 60 constituents and represents Canadian large-capitalization securities with a view to matching the 
sector balance of the S&P/TSX Composite Index. 

The Fund’s portfolio is comprised of 15 technology companies and is rebalanced annually in accordance to the Fund’s investment guidelines. 
Since the indices contain a substantially larger number of companies, it is not expected that the Fund’s performance will mirror that of the indices. 
The benchmark indices are calculated without the deduction of management fees and fund expenses, whereas the performance of the Fund  
is calculated after deducting such fees and expenses.

Annual Compound Returns

       Since 
     1-Year 3-Year Inception(1)

Tech Leaders Income Fund    15.3%  16.6%  11.3%
S&P 500 Information Technology Index    20.1%  21.0%  16.5%
S&P 500 Index    13.7%  20.4%  15.0%
S&P/TSX 60 Index    12.3%  11.2%  5.6%

(1) Period from May 20, 2011 (commencement of operations) to December 31, 2014.

In 2014, the Fund outperformed the S&P/TSX 60 Index and S&P 500 Index. Both indices are market weighted, whereas the Fund’s holdings are 
equally weighted. The S&P 500 Index contained 20% of US stocks in the information technology sector and the S&P/TSX 60 Index contained 
1.5% of Canadian stocks in the information technology sector. Apple performed well for the Fund, with a gain of 38%, which represents 3.5% 
of the S&P 500 Index compared to the 7% weighting in the Fund’s portfolio. Other good performers, such as Cisco Systems (24% increase in 
stock price) and Western Digital Corp. (32% increase in stock price), also contributed to the outperformance in 2014.

The Fund’s performance was lowered by the call writing strategy which generated premium income for the Fund but reduced potential gains 
from the portfolio. Although call writing may reduce gains, it may also reduce losses when stocks decline as premiums from the call writing 
are earned. 
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summary of Investment portfolIo
As at December 31, 2014

Total Net Asset Value        $ 63,306,299 

        % of   % of Net  
Portfolio Composition      Portfolio  Asset Value

Technology hardware and equipment      52.3%  53.6%
Software and services      46.3%  47.4%
Cash and short-term investments      1.4%  1.4%

Total investment portfolio      100.0%  102.4%
Other net liabilities         (2.4%)

Total Net Asset Value        100.0%

        % of   % of Net  
Holdings      Portfolio  Asset Value

Western Digital Corporation      7.1%  7.2%
Oracle Corporation      7.0%  7.2%
Accenture PLC      6.9%  7.0%
Hewlett-Packard Co.      6.8%  7.0%
Qualcomm Incorporated      6.8%  6.9%
Cisco Systems Inc.      6.7%  6.9%
Seagate Technology PLC      6.6%  6.8%
MasterCard Inc.      6.6%  6.7%
Symantec Corp.      6.5%  6.7%
Alliance Data Systems Corp.      6.4%  6.6%
International Business Machines Corporation      6.4%  6.6%
Cognizant Technology Solutions Corporation      6.4%  6.6%
Apple Inc.      6.2%  6.3%
SanDisk Corp.      6.1%  6.3%
Amphenol Corp.      6.1%  6.2%
Cash and short-term investments      1.4%  1.4%

Total       100.0%  102.4%

The investment portfolio may change due to ongoing portfolio transactions of the investment fund. Quarterly updates are available on the 
Fund’s website at www.bromptongroup.com within 60 days of each quarter end.
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2014 tax InformatIon
The following information is applicable to holders who, for the purpose of the Income Tax Act (Canada), are resident in Canada and hold 
units as capital property outside of an RRSP, DPSP, RRIF, RESP or TFSA. Unitholders should receive a T3 slip from their investment dealer 
providing this information.

T3 supplementary slips for holdings of the Fund will indicate Other Income (Investment Income and Non-Investment Income) in Box 26, 
Foreign Non-Business Income in Box 25, Capital Gains in Box 21 and Eligible Dividend Income in Box 49. Dividend income is subject to the 
standard gross-up and federal dividend tax credit rules.

The return of capital component is a non-taxable amount that serves to reduce the adjusted cost base of Fund units and is reported on the T3 
supplementary slips in Box 42.

The following table outlines the breakdown in the Fund’s distributions declared in 2014 on a per unit basis.

        Return of Total 
Record Date Payment Date     Capital Distributions

January 31, 2014 February 14, 2014    $ 0.054 $ 0.054
February 28, 2014 March 14, 2014     0.054  0.054
March 31, 2014 April 14, 2014     0.054  0.054
April 30, 2014 May 14, 2014     0.054  0.054
May 30, 2014 June 13, 2014     0.054  0.054
June 30, 2014 July 15, 2014     0.054  0.054
July 31, 2014 August 15, 2014     0.054  0.054
August 29, 2014 September 15, 2014     0.054  0.054
September 30, 2014 October 15, 2014     0.054  0.054
October 31, 2014 November 14, 2014     0.054  0.054
November 28, 2014 December 12, 2014     0.054  0.054
December 31, 2014 January 15, 2015     0.054  0.054

Total      $ 0.648 $ 0.648

This information is of a general nature and does not constitute legal or tax advice to any particular investor. Accordingly, investors are advised 
to consult their own tax advisors with respect to their individual circumstances.

forward-lookIng statements
Some of the statements contained herein including, without limitation, financial and business prospects and financial outlook may be forward-
looking statements which reflect management’s expectations regarding future plans and intentions, growth, results of operations, performance 
and business prospects and opportunities. Words such as “may,” “will,” “should,” “could,” “anticipate,” “believe,” “expect,” “intend,” 
“plan,” “potential,” “continue” and similar expressions have been used to identify these forward-looking statements. These statements reflect 
management’s current beliefs and are based on information currently available to management. Forward-looking statements involve significant 
risks and uncertainties. A number of factors could cause actual results to differ materially from the results discussed in the forward-looking 
statements including, but not limited to, changes in general economic and market conditions and other risk factors. Although the forward-looking 
statements contained herein are based on what management believes to be reasonable assumptions, we cannot assure that actual results will be 
consistent with these forward-looking statements. Investors should not place undue reliance on forward-looking statements. These forward-
looking statements are made as of the date hereof, and we assume no obligation to update or revise them to reflect new events or circumstances.

 



8

Tech Leaders Income Fund — Annual Report 2014

management responsIbIlIty statement
The financial statements of Tech Leaders Income Fund (the ‘‘Fund’’) have been prepared by Brompton Funds Limited (the ‘‘Manager’’ of the 
Fund) and approved by the Board of Directors of the Manager. The Manager is responsible for the information and representations contained 
in these financial statements and the other sections of the annual report.

The Manager maintains appropriate procedures to ensure that relevant and reliable financial information is produced. Statements have 
been prepared in accordance with International Financial Reporting Standards and include certain amounts that are based on estimates and 
judgements. The significant accounting policies applicable to the Fund are described in note 3 to the financial statements.

The Board of Directors of the Manager is responsible for ensuring that management fulfills its responsibilities for financial reporting and has 
reviewed and approved these financial statements. The Board carries out this responsibility through the Audit Committee, which is comprised 
of a majority of independent directors.

The Manager, with the approval of its Board of Directors, has appointed the external firm of PricewaterhouseCoopers LLP as the auditors 
of the Fund. They have audited the financial statements of the Fund in accordance with Canadian generally accepted auditing standards to 
enable them to express to unitholders their opinion on the financial statements. The auditors have full and unrestricted access to the Audit 
Committee to discuss their findings.

//signed// ‘‘Mark A. Caranci’’  //signed// ‘‘Craig T. Kikuchi’’

Mark A. Caranci Craig T. Kikuchi
Chief Executive Officer Chief Financial Officer 
Brompton Funds Limited Brompton Funds Limited

March 12, 2015
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Independent audItor’s report

To the Unitholders and Trustee of Tech Leaders Income Fund (the “Fund”)

We have audited the accompanying financial statements of the Fund, which comprise the statements of financial position as at December 31, 
2014, December 31, 2013 and January 1, 2013, and the statements of comprehensive income, changes in net assets attributable to holders 
of redeemable units and cash flows for the years ended December 31, 2014 and 2013, and the related notes, which comprise a summary of 
significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance with 
Canadian generally accepted auditing standards. Those standards require that we comply with ethical requirements and plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures 
selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 
presentation of the financial statements 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 entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements.

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

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the Fund as at December 31, 2014, 
December 31, 2013 and January 1, 2013 and its financial performance and its cash flows for the years ended December 31, 2014 and December 31,  
2013 in accordance with International Financial Reporting Standards.

//signed// ‘‘PricewaterhouseCoopers LLP’’

PricewaterhouseCoopers LLP
Chartered Professional Accountants 
Licensed Public Accountants

Toronto, Ontario

March 12, 2015
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statements of fInanCIal posItIon

As at     Dec. 31, 2014 Dec. 31, 2013   Jan. 1, 2013

Assets
Current assets
Investments    $ 63,907,290   $ 65,690,080  $ 60,581,305 
Unrealized gain on foreign currency forward contracts (note 11)    —   112,127   — 
Cash      915,577    215,239    212,655 
Income receivable     123,355    54,023    26,995 

Total assets     64,946,222    66,071,469    60,820,955 

Liabilities       
Current liabilities       
Option contracts written, at fair value (note 12)     44,633    284,402    108,693 
Unrealized loss on foreign currency forward contracts (note 11)     1,126,704   —    177,599 
Accounts payable and accrued liabilities     147,716    154,295    151,871 
Distributions payable to holders of redeemable units (note 7)     320,870    357,758    400,822 

Total liabilities (excluding Net Assets attributable to holders of redeemable units)    1,639,923    796,455    838,985 

Net Assets attributable to holders of redeemable units    $ 63,306,299   $ 65,275,014  $ 59,981,970 

Redeemable units outstanding (note 5)     5,942,039    6,625,144    7,422,626 

Net Assets attributable to holders of redeemable units per unit     $ 10.65  $ 9.85   $ 8.08 

Approved on behalf of Tech Leaders Income Fund by the Board of Directors of Brompton Funds Limited, the Manager.

//signed// ‘‘Christopher S.L. Hoffmann’’  //signed// ‘‘Mark A. Caranci’’

Christopher S.L. Hoffmann Mark A. Caranci 
Director Director

The accompanying notes are an integral part of these financial statements.
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statements of ComprehensIve InCome 

For the years ended December 31       2014  2013

Income   
 Net foreign exchange gain on cash     $  84,417  $  196,027 
 Securities lending income (note 10)        382    778 
 Net gain (loss) on investments and derivatives:       
  Dividends       1,231,831    1,048,519 
  Interest for distribution purposes       9    5,592 
  Net realized gain on sale of investments (note 9)       11,872,373    9,538,081 
  Net change in unrealized gain on investments        2,596,082    12,699,933 
  Net realized loss on options (note 9)       (246,357)   (1,102,042)
  Net change in unrealized gain (loss) on options (note 9)       137,175    (114,161)
  Net realized loss on foreign currency forward contracts (note 11)      (4,019,923)   (4,228,515)
  Net change in unrealized (loss) gain on foreign currency forward contracts (note 11)     (1,238,831)   289,726

  Total net gain (loss) on investments and derivatives       10,332,359  18,137,133

Total income, net       10,417,158    18,333,938 

Expenses
 Management fees (note 8)       530,638    524,566 
 Service fees (note 8)       323,915    311,608 
 Audit fees       30,780    29,368 
 Independent review committee fees (note 8)       23,109    23,192 
 Trustee fees       3,267    3,282 
 Custodial fees       41,499    24,433 
 Legal fees       3,797    2,165 
 Unitholder reporting costs       17,059    13,994 
 Other administrative expenses       99,765    100,787 
 Interest and bank charges        120    604 
 Transaction costs (note 3)       45,138    66,474 

Total expenses       1,119,087    1,100,473 

Withholding taxes        (117,635)   (135,138)

Increase in Net Assets attributable to holders of redeemable units     $  9,180,436  $  17,098,327 

Increase in Net Assets attributable to holders of redeemable units per unit(1)     $ 1.43   $ 2.39 

(1)  Based on the weighted average number of units outstanding for the year (note 5).

The accompanying notes are an integral part of these financial statements.
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statements of Cash flows 

For the years ended December 31      2014  2013

Cash flows from operating activities:    
 Increase in Net Assets attributable to holders of redeemable units from operations    $ 9,180,436   $ 17,098,327 
 Adjustments to reconcile net cash used in operations:   
  Net foreign exchange gain on cash       (84,417)   (196,027)
  Net realized gain on sale of investments (note 9)       (11,872,373)   (9,538,081)
  Net realized loss on options (note 9)       246,357    1,102,042 
  Net change in unrealized gain on investments        (2,596,082)   (12,699,933)
  Net change in unrealized (gain) loss on options       (137,175)   114,161 
  Net change in unrealized (gain) loss on foreign currency forward contracts      1,238,831    (289,726)
  Increase in income receivable       (69,332)   (27,028)
  (Decrease) increase in accounts payable and accrued liabilities       (6,579)   2,424 
  Purchase of investments (note 9)       (25,003,312)   (34,047,952)
  Proceeds from sale of investments (note 9)       40,905,606    50,136,697 

 Cash provided by operating activities       11,801,960    11,654,904 

Cash flows from financing activities:    
 Distributions paid to unitholders of redeemable units (note 7)       (4,173,938)   (4,652,836)
 Amounts paid for repurchase of redeemable units       (3,295,326)   (3,246,459)
 Proceeds from reinvestment of distributions to holders of redeemable units (note 7)     35,216   — 
 Amounts paid for redemption of redeemable units        (3,751,991)   (3,949,052)

 Cash used in financing activities       (11,186,039)   (11,848,347)

Net foreign exchange gain on cash       84,417    196,027 
Net increase (decrease) in cash       615,921    (193,443)
Cash, beginning of year       215,239    212,655 

Cash, end of year      $ 915,577   $ 215,239 

Supplemental information:(1)     
 Dividends received, net of withholding taxes      $ 1,044,864   $ 886,353  
 Interest received       9    5,592 
 Interest paid       120    604 

(1) Included in cash flows from operating activities.

The accompanying notes are an integral part of these financial statements.
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statements of Changes In net assets attrIbutable to holders  
of redeemable unIts 

For the years ended December 31      2014  2013

Net Assets attributable to holders of redeemable units at beginning of year     $ 65,275,014  $ 59,981,970 

Operations:    
 Increase in Net Assets attributable to holders of redeemable units from operations     9,180,436    17,098,327 

Distributions to holders of redeemable units:    
 Distributions paid to holders of redeemable units (note 7)   
  Return of capital      (4,137,050)   (4,609,772)

 Total       (4,137,050)   (4,609,772)

Redeemable unit transactions:    
 Reinvestment of distributions to holders of redeemable units (note 7)      35,216   — 
 Repurchase of redeemable units issued (note 5)       (3,295,326)   (3,246,459)
 Redemption of redeemable units (note 5)       (3,751,991)   (3,949,052)

 Net decrease from redeemable unit transactions       (11,149,151)   (11,805,283)

Net (decrease) increase in Net Assets attributable to holders of redeemable units      (1,968,715)   5,293,044 

Net Assets attributable to holders of redeemable units at end of year      $ 63,306,299  $ 65,275,014 

The accompanying notes are an integral part of these financial statements.
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sChedule of Investment portfolIo

     Carrying Carrying 
   Cost Cost Value Value % of 
As at December 31, 2014  (USD) (CAD)  (USD) (CAD) Portfolio

 No. of Shares  Technology Companies 
  Software and Services
  43,100  Accenture PLC $ 2,986,766   $ 3,005,689   $ 3,849,261   $ 4,458,414 
  12,600  Alliance Data Systems Corp.  3,609,525    4,061,624    3,604,230    4,174,606 
  68,200  Cognizant Technology Solutions Corporation  2,235,528    2,230,264    3,591,412    4,159,760 
  22,400  International Business Machines Corporation  3,861,739    3,877,305    3,593,856    4,162,591 
  42,800  MasterCard Inc.  1,267,075    1,237,161    3,687,648    4,271,226 
  87,300  Oracle Corporation  2,930,686    2,906,814    3,925,881    4,547,159 
  142,367  Symantec Corp.  3,689,014    4,145,552    3,652,425    4,230,429 

  Total Software and Services  20,580,333    21,464,409    25,904,713    30,004,185   47.0%

   Technology Hardware and Equipment         
 31,300  Apple Inc.  2,021,967    2,069,542    3,454,894    4,001,638   
 63,200  Amphenol Corp.  3,345,220    3,764,215    3,400,792    3,938,974   
 134,600  Cisco Systems Inc.  2,231,253    2,180,904    3,743,899    4,336,378   
 95,400  Hewlett-Packard Co.  3,621,279    4,074,851    3,828,402    4,434,254   
 50,600  Qualcomm Incorporated  2,901,860    2,824,341    3,761,098    4,356,299   
  35,100  SanDisk Corp.  3,611,980    4,064,386    3,439,098    3,983,344   
  55,500  Seagate Technology PLC  2,761,944    2,916,734    3,690,750    4,274,818   
  35,700  Western Digital Corporation  2,645,170    2,762,755    3,951,990    4,577,400   

  Total Technology Hardware and Equipment  23,140,673    24,657,728    29,270,923    33,903,105   53.0%

  Total Technology Companies  43,721,006    46,122,137    55,175,636    63,907,290   100.0%

  Embedded Broker Commission     (33,836)    

  Total Investments $ 43,721,006  $  46,088,301  $ 55,175,636  $ 63,907,290   100.0%

The accompanying notes are an integral part of these financial statements.
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notes to the fInanCIal statements 
December 31, 2014 and 2013

1. GENERAL INFORMATION

Tech Leaders Income Fund (the ‘‘Fund’’) is a closed-end investment fund created under the laws of the Province of Ontario on April 27, 2011, 
pursuant to an amended and restated declaration of trust. Brompton Funds Limited (the ‘‘Manager’’) is responsible for managing the affairs 
of the Fund. Brompton Funds Limited manages the Fund’s portfolio and options program. RBC Investor Services Trust is the custodian of the 
Fund’s assets and prepares the daily valuations of the Fund. The Fund is listed on the Toronto Stock Exchange and commenced operations on 
May 20, 2011. The address of the Fund’s registered office is Bay Wellington Tower, Brookfield Place, Suite 2930, 181 Bay Street, Toronto, 
Ontario, M5J 2T3.

The redeemable units of the Fund are publicly listed on the Toronto Stock Exchange under the symbol TLF.UN. The Fund invests in an equally 
weighted portfolio comprised of equity securities of 15 technology companies which are included in the S&P 500 Index of the S&P/TSX 60 Index.

These financial statements were approved on behalf of Tech Leaders Income Fund by the Board of Directors of Brompton Funds Limited, the 
Manager, on March 3, 2015. 

2. BASIS OF PRESENTATION AND ADOPTION OF IFRS

These financial statements have been prepared in compliance with International Financial Reporting Standards (“IFRS”) as issued by the 
International Accounting Standards Board (“IASB”), including IFRS 1, First-time Adoption of International Financial Reporting Standards. The 
Fund adopted this basis of accounting in 2014 as required by Canadian securities legislation and the Canadian Accounting Standards Board. 
Previously, the Fund prepared its financial statements in accordance with Canadian generally accepted accounting principles as defined in Part V  
of the CPA Canada Handbook (“Canadian GAAP”). The Fund has consistently applied the accounting policies used in the preparation of its 
opening IFRS statement of financial position at January 1, 2013 and throughout all periods presented as if these policies had always been in 
effect. Note 16 discloses the impact of the transition to IFRS on the Fund’s reported financial position, financial performance and cash flows, 
including the nature and effect of significant changes in accounting policies from those used in the Fund’s financial statements for the year 
ended December 31, 2013, prepared under Canadian GAAP.

3. SIGNIFICANT ACCOUNTING POLICIES

a) Financial Instruments

The Fund’s investments in equity securities are designated at fair value through profit or loss (“FVTPL”) at inception. The Fund’s derivatives 
are categorized as held for trading. As a result of such designation and categorization, the Fund’s investments and derivatives are measured 
at FVTPL. The Fund’s obligation for Net Assets attributable to holders of redeemable units is measured assuming the redemption of units at 
Net Asset Value on the valuation date. All other financial assets and liabilities are initially recognized at fair value and subsequently measured 
at amortized cost. Under this method, financial assets and liabilities reflect the amounts required to be received or paid, discounted when 
appropriate, at the financial instrument’s effective interest rate. The Fund’s accounting policies for measuring the fair value of its investments 
and derivatives are identical to those used in measuring its published Net Asset Value. The carrying values of the Fund’s financial assets and 
liabilities that are not carried at FVTPL approximate their fair value due to their short-term nature.

b) 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. The fair value of financial assets and liabilities traded in active markets (such as publicly traded marketable securities) 
is based on quoted market prices at the close of trading on the reporting date. The Fund uses the last traded market price for both financial 
assets and financial liabilities where the last traded price falls within that day’s bid-ask spread. In circumstances where the last traded price is 
not within the bid-ask spread, the Manager determines the point within the bid-ask spread that is most representative of fair value based on 
the specific facts and circumstances. The Fund’s policy is to recognize transfers into and out of the fair value hierarchy levels as of the date of 
the event or change in circumstances giving rise to the transfer.

The fair value of financial assets and liabilities that are not traded in an active market, including foreign currency forward contracts, is 
determined using valuation techniques. The Fund uses a variety of methods and makes assumptions that are based on market conditions existing 
at each measurement date. Valuation techniques include the use of comparable recent arm’s length transactions, reference to other instruments 
that are substantially the same and others commonly used by market participants that make the maximum use of observable inputs. Refer to 
note 14 for further information about the Fund’s fair value measurements. 

c) Cash

Cash is comprised of demand deposits with financial institutions.

d) Transaction Costs

Transaction costs directly attributable to the acquisition or disposal of an investment are expensed in the period incurred and disclosed as 
“Transaction costs” in the Statements of Comprehensive Income. 

e) Investment Transactions and Income and Expense Recognition

Investment transactions are accounted for on the trade date. The interest for distribution purposes shown on the Statement of Comprehensive 
Income represents the coupon interest received by the Fund accounted for on an accrual basis. The Fund does not amortize premiums paid 
or discounts received on the purchase of fixed income securities except for zero coupon bonds, which are amortized on a straight line basis. 
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notes to the fInanCIal statements (continued) 
December 31, 2014 and 2013

Realized gain (loss) on sale of investments and unrealized gain (loss) in investments are determined on an average cost basis. Average cost does 
not include amortization of premiums or discounts on fixed income securities with the exception of zero coupon bonds. Investment transactions 
are accounted for as of the trade date and any realized gains or losses from such transactions are calculated on an average cost basis. Dividend 
income and dividend expense on securities sold short are recognized on the ex-dividend date and interest income for distribution purposes is 
accrued as earned.

Option premiums paid or received by the Fund are, so long as the options are outstanding, reflected as an asset or liability, respectively, in the 
Statement of Financial Position and are valued at an amount equal to the current market value of an option that would have the effect of closing 
the position. Gains or losses realized upon expiration, repurchase or exercise of the option are included in net realized gains or losses on options.

f) Income Taxes

The Fund qualifies as a mutual fund trust under the Income Tax Act (Canada). All of the Fund’s net income for tax purposes and sufficient net 
capital gains realized in any period are required to be distributed to unitholders such that no income tax is payable by the Fund. As a result, the 
Fund does not record income taxes. The Fund distributes to its unitholders sufficient net income and net capital gains so that it is not subject 
to income taxes and, in substance, is exempt from Canadian taxes on these sources of income. Accordingly, the Fund does not record any 
Canadian income taxes. Since the Fund does not record income taxes, the tax benefit of capital and non-capital losses has not been reflected in 
the Statement of Financial Position as a deferred income tax asset. As at December 31, 2014, the Fund had no unused capital losses. The Fund 
currently incurs withholding taxes imposed by certain countries on investment income and capital gains. Such income and gains are recorded 
on a gross basis and the related withholding taxes are shown as a separate expense in the Statements of Comprehensive Income. 

g) Foreign Currency Translation

The Fund’s subscriptions and redemptions are denominated in Canadian dollars, which is also its functional and presentation currency. Foreign 
currency transactions are translated into the functional currency using the exchange rates prevailing at the dates that transactions occur. Foreign 
currency assets and liabilities denominated in a foreign currency are translated into the functional currency using the exchange rate prevailing 
at the measurement date. Foreign exchange gains and losses relating to cash are presented as “Net Foreign exchange gain (loss) on cash” and 
those relating to other financial assets and liabilities are presented within “Net realized gain (loss)” and “Change in unrealized gain (loss)” in 
the Statements of Comprehensive Income.

h) Securities Lending

The Fund may enter into securities lending transactions. These transactions involve the temporary exchange of securities as collateral with a 
commitment to deliver the same securities on a future date. Income is earned from these transactions in the form of fees paid by the counterparty 
and, in certain circumstances, interest paid on securities held as collateral. Income earned from these transactions is recognized on an accrual 
basis and included in the Statements of Comprehensive Income.

i) Classification of Redeemable Units by the Fund

Under IFRS, IAS 32 requires that units of an entity which include a contractual obligation for the issuer to repurchase or redeem them for cash 
or another financial asset be classified as financial liabilities. The Fund’s units do not meet the criteria in IAS 32 for classification as equity as 
the Fund has more than one contractual obligation to its unitholders.

4. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

Classification of Measurement of Financial Instruments and Application of Fair Value Option

In classifying and measuring financial instruments held by the Fund, the Manager is required to make judgements about the classification of 
financial instruments and the applicability of the fair value option to its investments which are not held for trading. The fair value option has 
been applied to the Fund’s investments in equity securities as the investments are managed on a fair value basis in accordance with the Fund’s 
investment strategy.

5. REDEEMABLE UNITS

Authorized

The Fund is authorized to issue an unlimited number of transferable, redeemable units of beneficial interest, each of which represents an 
equal, undivided interest in the Net Asset Value of the Fund. Each unit entitles the holder to one vote and to participate equally with respect 
to any and all distributions made by the Fund. Units may be redeemed on an annual basis, at the option of unitholders, by tendering units of 
the Fund on the last business day of October for redemption on the second last business day of November (‘‘Redemption Valuation Date’’). 
Redemption of tendered units are settled based on the Net Asset Value per unit on the Redemption Valuation Date, less associated costs of 
the redemption, including brokerage costs. Units may also be redeemed at the option of unitholders by tendering the units on the last business 
day of each month (‘‘Monthly Redemption Date’’), other than the Redemption Valuation Date. Unitholders whose units are redeemed on the 
Monthly Redemption Date will receive a redemption price per unit equal to the lesser of (i) 96% of the weighted average trading price of the 
units for the 10 trading days immediately preceding the Monthly Redemption Date, and (ii) 100% of the closing market price of the units on 
the applicable Monthly Redemption Date, less any costs associated with the redemption, including brokerage costs. 
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The Fund received approval from the Toronto Stock Exchange for a normal course issuer bid program for the period from June 24, 2013 to 
June 23, 2014. Pursuant to this bid program, the Fund was permitted to purchase up to 781,300 of its units for cancellation. The Fund renewed 
the issuer bid program from June 24, 2014 to June 23, 2015, which allows the Fund to purchase up to 646,000 units for cancellation. The 
Fund may purchase units for cancellation at a price per unit not exceeding the most recently calculated Net Asset Value per unit immediately 
prior to the date of any such purchase of units.

Issued

         2014  2013

         Number   Number 
        of Units  of Units

Units, outstanding at January 1       6,625,144    7,422,626 
 Redemption of units       (352,174)   (417,982)
 Repurchase of units       (334,500)   (379,500) 
 Units issued under the distribution reinvestment plan       3,569    — 

Units, outstanding at December 31       5,942,039    6,625,144 

During the year ended December 31, 2014, 352,174 (2013 – 417,982) units were redeemed at a price of $10.65 (2013 – $9.45) per unit. 

During the year ended December 31, 2014, 3,569 (2013 – nil) units were issued pursuant to the distribution reinvestment plan.

During the year ended December 31, 2014, 334,500 (2013 – 379,500) units were purchased for cancellation pursuant to the issuer bid program. 

The weighted average number of units outstanding for the year ended December 31, 2014 was 6,421,330 units (2013 – 7,158,740). 

On December 31, 2014, the Fund’s closing market price was $10.55 per unit (2013 – $9.55).

6. CAPITAL MANAGEMENT

The Fund’s objectives in managing its capital are to provide unitholders with a high level of monthly distributions and the opportunity 
for capital appreciation. The Fund’s capital includes unitholders’ equity. The Fund manages its capital taking into consideration the risk 
characteristics of its holdings. In order to manage its capital structure, the Fund may adjust the amount of distributions paid to unitholders, 
return capital to unitholders, or purchase units for cancellation. 

7. DISTRIBUTIONS TO UNITHOLDERS OF REDEEMABLE UNITS 

Distributions, as declared by the Manager, are made on a monthly basis to unitholders of record on the last business day of each month. The 
distributions are payable by the tenth business day of the following month. For the year ended December 31, 2014, the Fund declared total 
distributions of $0.6480 per unit (2013 – $0.6480), which amounted to $4,137,050 (2013 – $4,609,772). Under the Fund’s distribution 
reinvestment plan, unitholders may elect to reinvest monthly distributions in additional units of the Fund, which may be issued from treasury 
or purchased in the open market. 

8. RELATED PARTY TRANSACTIONS 

a) Management and Service Fees 

Pursuant to a management agreement, the Manager provides investment and administrative services, including key personnel, to the Fund. In 
consideration of these services, the Fund pays a management fee equal to 0.75% per annum of the Net Asset Value of the Fund, plus applicable 
taxes. These fees are calculated and payable monthly. The Fund also pays a service fee equal to 0.50% per annum of the Net Asset Value. The 
service fee is in turn paid by the Manager to the investment dealers in proportion to the number of units held by clients of each dealer at the 
end of each calendar quarter.

For the year ended December 31, 2014, the management fee amounted to $530,638 (2013 – $524,566), of which $1,025 was payable as of 
December 31, 2014 (December 31, 2013 – $1,118; January 1, 2013 – $858). The service fee amounted to $323,915 (2013 – $311,608), of 
which $80,402 was payable as of December 31, 2014 (December 31, 2013 – $80,879; January 1, 2013 – $77,585). The Fund is responsible 
for the payment of all expenses relating to its operations and the carrying on of its business.

b) Independent Review Committee Fees

The total remuneration paid to members of the Independent Review Committee during the year ended December 31, 2014 was $23,109 (2013 –  
$23,192) and consisted only of fixed fees. As at December 31, 2014, December 31, 2013 and January 1, 2013, there were no outstanding payables.



18

Tech Leaders Income Fund — Annual Report 2014

NOTES TO THE FINANCIAL STATEMENTS (continued) 

December 31, 2014 and 2013

9. INVESTMENT TRANSACTIONS

Investment transactions for the years ended December 31 were as follows: 

        2014  2013

Proceeds from sale of investments and options      $ 40,905,606   $ 50,136,697 
Less cost of investments and options sold:  
 Investments and options at cost, beginning of year       50,273,702    57,926,408 
 Investments and options purchased during the year       25,003,312    34,047,952 
 Investments and options at cost, end of year       (45,997,424)   (50,273,702)

Cost of investments and options sold during the year       29,279,590    41,700,658 

Net realized gain (loss) on sale of investments and options      $ 11,626,016   $ 8,436,039 

During the years ended December 31, 2014 and 2013, there were no soft dollar amounts paid.

10. SECURITIES LENDING 

The Fund has entered into a securities lending program with its custodian, RBC Investor Services Trust. The aggregate market value of all 
securities loaned by the Fund cannot exceed 50% of the assets of the Fund. The Fund will receive collateral of at least 102% of the value 
of the securities on loan. Collateral will generally be comprised of cash and obligations of, or guaranteed by, the Government of Canada 
or a province thereof, or the United States Government or its agencies, or a permitted supranational agency as defined in NI 81-102. The 
market values of the securities on loan and the related collateral as at December 31, 2014 were nil (2013 – $2.31 million) and nil (2013 –  
$2.35 million), respectively.

11. FOREIGN CURRENCY FORWARD CONTRACTS

The Fund uses foreign currency forward contracts to hedge foreign exchange risks associated with its US dollar investment portfolio. During 
the year ended December 31, 2014, the Fund realized losses in the amount of $4,019,923 (2013 – losses of $4,228,515) on the close-out of 
certain contracts.

At December 31, 2014, the Fund had entered into the following foreign currency forward contracts with a Canadian chartered bank with an 
AA rating:

 Canadian Dollars  US Dollars        Forward Rate  Unrealized 
 Purchased  Sold   Delivery Date     (USD/CAD)  Loss

 $  64,119,696   $ (56,315,000) January 14, 2015   0.87828  $ (1,126,704)

As at December 31, 2013:

 Canadian Dollars  US Dollars        Forward Rate  Unrealized 
 Purchased  Sold   Delivery Date     (USD/CAD)  Gain

 $  62,952,163   $ (59,130,000) January 9, 2014  0.93928   $ 112,127 

As at January 1, 2013:

 Canadian Dollars  US Dollars        Forward Rate  Unrealized 
 Purchased  Sold   Delivery Date     (USD/CAD)  Loss

 $  60,170,952   $ (60,600,000) January 7, 2013   1.00713   $ (177,599)
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12. OPTION CONTRACTS

The Fund writes covered call and cash-covered put options to generate income. As at December 31, 2014, the Fund had the following option 
contracts outstanding.

   No. of Option  Expiration Strike Price Current Price  Premium  Fair  Unrealized 
Underlying Interest Contracts(1) Type  Date per Contract per Contract  Received  Value  Gain (Loss)

Accenture PLC 70 Call  Jan. 17, 2015  $ 92.50   $ 0.2000   $ 5,270  $  (1,622) $  3,648 
Alliance Data Systems 20 Call  Jan. 17, 2015   300.00    1.0250    7,412    (2,374)   5,038 
Cisco Systems Inc. 240 Call  Jan. 17, 2015   28.00    0.2450    7,690    (6,810)   880 
Hewlett-Packard Co. 150 Call  Jan. 17, 2015   41.00    0.3650    9,381    (6,341)   3,040 
MasterCard Inc. 70 Call  Jan. 17, 2015   87.00    0.9850    12,972    (7,986)   4,986 
Oracle Corp. 150 Call  Jan. 17, 2015   46.00    0.2450    14,143    (4,257)   9,886 
Qualcomm Inc. 80 Call  Jan. 17, 2015   75.00    0.8800    8,144    (8,154)   (10)
Seagate Technology PLC 90 Call  Jan. 17, 2015   70.00    0.2550    12,552    (2,659)   9,893 
Western Digital Corp. 50 Call  Jan. 17, 2015   115.00    0.7650    13,313    (4,430)   8,883 

                  $ 90,877   $ (44,633)  $ 46,244 

(1) Each contract was written for 100 shares of the underlying security.

As at December 31, 2013:

   No. of Option  Expiration Strike Price Current Price  Premium  Fair  Unrealized 
Underlying Interest Contracts(1) Type  Date per Contract per Contract  Received  Value  Gain (Loss)

Accenture PLC 125 Call  Jan. 18, 2014  $ 82.50   $ 0.6000  $  7,969  $  (12,617) $  (4,648)
Apple Inc. 10 Call  Jan. 18, 2014   555.00    13.3500    13,856    (15,486)   (1,630)
Apple Inc. 8 Call  Jan. 18, 2014   580.00    9.6000    8,160    (3,825)   4,335 
Cisco Systems Inc. 300 Call  Jan. 18, 2014   22.00    0.2000    6,375    (16,096)   (9,721)
Cisco Systems Inc. 80 Call  Jan. 18, 2014   22.00    0.1900    1,616    (4,295)   (2,679)
Cognizant Technology  105 Call  Jan. 18, 2014   100.00    1.2719    13,860    (25,381)   (11,521)
Intel Corp. 390 Call  Jan. 18, 2014   26.00    0.3000    12,103    (21,340)   (9,237)
Intl Business Machines  45 Call  Jan. 18, 2014   185.00    1.6500    7,889    (18,408)   (10,519)
Intl Business Machines  5 Call  Jan. 18, 2014   185.00    1.6320    867    (2,045)   (1,178)
Intuit Inc. 130 Call  Jan. 18, 2014   77.50    0.4500    6,216    (6,561)   (345)
MasterCard Inc. 13 Call  Jan. 18, 2014   830.00    12.8000    17,352    (23,619)   (6,267)
Microsoft Corp. 180 Call  Jan. 18, 2014   37.00    0.6700    12,486    (17,308)   (4,822)
Microsoft Corp. 70 Call  Jan. 18, 2014   38.00    0.4600    3,422    (3,087)   335 
Motorola Solutions Inc. 120 Call  Jan. 18, 2014   67.50    0.6843    8,725    (10,773)   (2,048)
Motorola Solutions Inc. 20 Call  Jan. 18, 2014   67.50    0.6605    1,404    (1,796)   (392)
Oracle Corp. 270 Call  Jan. 18, 2014   37.00    0.4556    12,742    (39,015)   (26,273)
Qualcomm Inc. 70 Call  Jan. 18, 2014   75.00    0.4300    3,198    (4,983)   (1,785)
Qualcomm Inc. 60 Call  Jan. 18, 2014   75.00    0.4075    2,598    (4,271)   (1,673)
Seagate Technology PLC 180 Call  Jan. 18, 2014   57.50    0.9279    17,418    (15,491)   1,927 
Te Connectivity 30 Call  Jan. 18, 2014   55.00    0.6500    2,072    (2,789)   (717)
Te Connectivity 150 Call  Jan. 18, 2014   55.00    0.6113    9,742    (13,945)   (4,203)
Western Digital Corp. 130 Call  Jan. 18, 2014   85.00    1.7178    23,401   (21,271)   2,130 

                  $ 193,471   $ (284,402)  $ (90,931)

(1) Each contract was written for 100 shares of the underlying security.
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notes to the fInanCIal statements (continued) 
December 31, 2014 and 2013

As at January 1, 2013:

   No. of Option  Expiration Strike Price Current Price  Premium  Fair  Unrealized 
Underlying Interest Contracts(1) Type  Date per Contract per Contract  Received  Value  Gain (Loss)

Accenture PLC 60 Call  Jan. 19, 2013  $ 70.00   $ 0.2500  $  4,150  $  (1,344) $  2,806 
Cisco Systems Inc. 60 Call  Jan. 19, 2013   19.00    0.8600    2,590    (5,078)   (2,488)
Cisco Systems Inc. 200 Call  Jan. 19, 2013   20.00    0.2800    9,250    (5,377)   3,873 
Cognizant Technology  135 Call  Jan. 19, 2013   75.00    1.2000    16,015    (15,794)   221 
Corning Inc. 400 Call  Jan. 19, 2013   12.50    0.3900    14,050    (15,135)   (1,085)
Dell Inc. 950 Call  Jan. 19, 2013   11.00    0.0900    11,050    (7,567)   3,483 
Google Inc. 13 Call  Jan. 19, 2013   725.00    11.6000    21,880    (14,692)   7,188 
Intel Corp. 400 Call  Jan. 19, 2013   22.50    0.0600    4,850   (2,191)   2,659 
MasterCard Inc. 18 Call  Jan. 19, 2013   500.00    6.2000    15,440    (10,888)   4,552 
Oracle Corp. 280 Call  Jan. 19, 2013   35.00    0.1100    6,930    (2,788)   4,142 
Texas Instruments Inc. 300 Call  Jan. 19, 2013   32.00    0.3100    11,668    (8,961)   2,707 
Yahoo! Inc. 480 Call  Jan. 19, 2013   20.00    0.4000    14,050   (18,878)   (4,828)

                  $ 131,923   $ (108,693)  $ 23,230 

(1) Each contract was written for 100 shares of the underlying security.

13. FINANCIAL RISK MANAGEMENT 

The Fund’s investment activities expose it to a variety of financial risks. The Schedule of Investment Portfolio presents the securities held 
by the Fund as at December 31, 2014, and groups the securities by market segment. The following comparative summary represents the 
securities by market segments held by the Fund as at December 31, 2013 and January 1, 2013. Significant risks that are relevant to the Fund 
are discussed below.

As at      December 31, 2013 January 1, 2013

Investment Sector       % of Portfolio   % of Portfolio

Software and service      47.0%  49.9%
Technology hardware and equipment      46.3%  31.2%
Semiconductors and semiconductor equipment      6.7%  18.9% 

Total         100.0%  100.0%

The Manager attempts to minimize the potential adverse effects of these risks on the Fund’s performance by employing a professional, 
experienced portfolio manager. These risks are managed by diversifying the investment portfolio within the constraints of the investment 
objectives. To assist in managing risks, the Manager also maintains a governance structure that oversees the Fund’s investment activities and 
monitors compliance with the Fund’s stated investment strategy and restrictions, internal guidelines, and securities regulations.

The investment portfolio is primarily comprised of US-dollar-denominated, exchange-listed equity securities.

a) Other Price Risk

Other price risk is the risk that the value of financial instruments will fluctuate as a result of changes in market prices (other than those arising 
from interest rate risk or currency risk), whether caused by factors specific to an individual investment, its issuer, or all factors affecting all 
instruments traded in a market or market segment. All securities present a risk of loss of capital. The Portfolio Manager attempts to moderate 
this risk through the careful management of securities within the parameters of the investment strategy. Except for options written, the 
maximum risk of loss resulting from financial instruments is equivalent to their fair value. There were no cash-covered put options outstanding 
as at December 31, 2014. No additional risk is introduced by covered call options written.

The Fund is exposed to other price risk from its investment in equity securities. As at December 31, 2014, had the prices on the respective stock 
exchanges for these securities increased by 10%, with all other variables held constant, Net Assets would have increased by approximately 
$6.0 million or 9.4% (December 31, 2013 – $5.2 million or 8.0%; January 1, 2013 – $5.6 million or 9.3%). Similarly, had the prices on the 
respective stock exchanges for these securities decreased by 10%, with all other variables held constant, Net Assets would have decreased by 
approximately $6.3 million or 10.0% (December 31, 2013 – $6.3 million or 9.6%; January 1, 2013 – $6.0 million or 9.9%). In practice, the 
actual trading results may differ, and the difference could be material.

b) Credit Risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or commitment that it has entered into 
with the Fund. The Fund did not have significant credit risk exposure as at December 31, 2014. The carrying amount of income receivable 
represents the maximum credit risk exposure as it will be settled in the short term.

All transactions in securities are settled/paid for upon delivery. The risk of default is considered minimal as delivery of securities sold is only 
made once the Fund has received payment. The trade will fail if either party fails to meet its obligation. 
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The Fund has entered into a securities lending program with its custodian; see note 10. Credit risk associated with these transactions is 
considered minimal as all counterparties have a sufficient, approved credit rating and the value of cash or securities held as collateral must be 
at least 102% of the fair value of the securities loaned.

The Fund is also exposed to credit risk for the amount of unrealized gains under the foreign currency forward contracts (note 11) with a 
Canadian chartered bank with an AA rating.

The Fund generally transacts in exchange-traded options; therefore, credit risk is considered minimal.

c) Liquidity Risk

Liquidity risk is the risk that the Fund may not be able to settle or meet its obligations on time or at a reasonable price. The Fund is exposed 
to liquidity risk through its monthly and annual redemptions. For the annual redemptions, the Fund receives notice by the last business day in 
October and has up to the tenth business day in December to settle the redemptions, which gives the Portfolio Manager time to sell securities, 
although there may not be sufficient time to sell the securities at a reasonable price. As at December 31, 2014, all the Fund’s financial liabilities 
had maturities of less than three months.

d) Currency Risk

Currency risk is the risk that financial instruments that are denominated in a currency other than the Canadian dollar, which is the Fund’s 
reporting currency, will fluctuate due to changes in exchange rates. The Fund holds US-dollar-denominated debt and equity securities and cash 
and short-term investments. As at December 31, 2014, the Fund’s exposure to US dollar foreign exchange of US$55.9 million (December 31, 
2013 – US$62.1 million; January 1, 2013 – US$61.1 million) was substantially hedged through its foreign currency forward contracts with a 
notional amount of US$56.3 million (December 31, 2013 – US$59.1 million; January 1, 2013 – US$60.6 million); see note 11.

14. FAIR VALUE MEASUREMENT

The Fund’s assets and liabilities recorded at fair value have been categorized within a hierarchy which gives the highest priority to unadjusted 
quoted prices in active markets for identical assets or liabilities (level 1) and the lowest priority to unobservable inputs (level 3). The three 
levels of the fair value hierarchy are:

Level l: Inputs that reflect unadjusted quoted prices in active markets for identical assets or liabilities.

Level 2: Inputs, other than quoted prices, that are observable for the asset or liability, either directly or indirectly, including inputs in markets 
that are not considered to be active.

Level 3: Inputs that are unobservable. There is little if any market activity. Inputs into the determination of fair value require significant 
management judgement or estimation.

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input that is significant to the fair value 
measurement. 

Assets and liabilities at fair value as at December 31, 2014  Level 1   Level 2   Level 3   Total

Equities  $ 63,907,290  $ —  $ —  $ 63,907,290 
Foreign currency forward contracts  —   (1,126,704)  —   (1,126,704)
Option contracts   (44,633)  —  —    (44,633)

Total    $  63,862,657  $  (1,126,704) $ —  $ 62,735,953 

Assets and liabilities at fair value as at December 31, 2013   Level 1   Level 2   Level 3   Total

Equities  $ 65,690,080  $ —  $ —  $ 65,690,080 
Foreign currency forward contracts  —   112,127   —   112,127 
Option contracts   (284,402)  —  —   (284,402) 

Total    $ 65,405,678   $ 112,127  $ —  $ 65,517,805 

Assets and liabilities at fair value as at January 1, 2013   Level 1   Level 2   Level 3   Total

Equities  $ 60,581,305   $ —  $ —  $ 60,581,305 
Option contracts   (108,693)  —  —   (108,693)
Foreign currency forward contracts   —    (177,599)  —   (177,599) 

Total    $  60,472,612  $ (177,599)  $ —  $ 60,295,013 

There were no transfers of financial assets between the levels during the years ended December 31, 2014 and 2013.

All fair value measurements above are recurring. The carrying values of cash, payable for investments purchased, redemptions payable, 
distributions payable, accrued liabilities and the Fund’s obligation for Net Assets attributable to holders of redeemable units approximate their 
fair values due to their short-term nature. Fair values are classified as level 1 when the related security or derivative is actively traded and a 
quoted price is available. If an instrument classified as level 1 subsequently ceases to be actively traded, it is transferred out of level 1. In such 
cases, the instrument is reclassified into level 2, unless the measurement of its fair value requires the use of significant unobservable inputs, in 
which case it is classified as level 3.
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notes to the fInanCIal statements (continued) 
December 31, 2014 and 2013

a) Equities

The Fund’s equity positions are classified as level 1 when the security is actively traded and a reliable price is observable. The net gain from 
equity securities during the year ended December 31, 2014 was $14,468,455 (2013 – gain of $22,238,014).

b) Option Contracts

The Fund’s option contracts written are classified as level 1, as the options are based on unadjusted quoted prices in active markets. The net 
loss from option contracts during the year ended December 31, 2014 was $109,182 (2013 – loss of $1,216,203).

c) Foreign Currency Forward Contracts

The Fund may enter into foreign currency forward contracts, which are agreements between two parties to buy and sell currencies at a set 
price on a future date. The fair value of such contracts will fluctuate with changes in currency exchange rates. The forward contracts’ value is 
the value that could be realized if the forward contracts were closed out on the financial reporting date and the change in fair value recorded 
as an unrealized gain or loss. When the contract is closed, the Fund records a realized gain or loss equal to the difference between the value 
of the contract on the date it was opened and the value on the date it was closed. Foreign currency forward contracts are classified as level 2. 
The net loss from foreign currency forward contracts during the year ended December 31, 2014 was $5,258,754 (2013 – loss of $3,938,789). 

15. OFFSETTING OF FINANCIAL INSTRUMENTS 

The Fund has a foreign exchange settlement and novation netting agreement in place for its foreign currency forward contracts that does 
not meet the criteria for offsetting in the Statements of Financial Position but still allows for the related amounts to be set off in certain 
circumstances, such as bankruptcy or termination of the contracts. The following table presents the recognized financial instruments that are 
not offset as at December 31, 2014, December 31, 2013 and January 1, 2013. 

         Amounts Not Offset

      Gross Assets/ Gross Assets/  Net  
Financial Assets and Liabilities    Liabilities Liabilities Offset  Amounts

December 31, 2014
Derivative assets    $ — $ — $ —
Derivative liabilities     (1,126,704)  —   (1,126,704)

Total     $ (1,126,704) $ — $  (1,126,704)

December 31, 2013   
Derivative assets     $ 112,127  $ — $  112,127 
Derivative liabilities    —  —  —

Total     $ 112,127  $ — $  112,127 

January 1, 2013   
Derivative assets    $ — $ — $ —
Derivative liabilities     (177,599)   —   (177,599)

Total    $  (177,599) $ — $  (177,599)

16. TRANSITION TO IFRS 

The effect of the Fund’s transition to IFRS is summarized in this note as follows:

Transition Elections

The only voluntary exemption adopted by the Fund upon transition was the ability to designate a financial asset or financial liability at fair  
value through profit and loss upon transition to IFRS. All financial assets designated at FVTPL upon transition were previously carried at fair value  
under Canadian GAAP as required by Accounting Guideline 18, Investment Companies. 

Statement of Cash Flows

IAS 1 requires that a complete set of financial statements include a statement of cash flows for the current and comparative periods, without 
exception.
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Reconciliation of Equity and Comprehensive Income as Previously Reported under Canadian GAAP to IFRS

Equity       Dec. 31, 2013  Jan. 1, 2013

Equity as reported under Canadian GAAP      $ 65,259,001   $ 59,970,749 
Revaluation of investments at FVTPL       16,013    11,221 

Net Assets attributable to holders of redeemable units      $  65,275,014   $ 59,981,970 

         Year ended 
Comprehensive Income       Dec. 31, 2013

Comprehensive income as reported under Canadian GAAP        $  17,093,535 
Revaluation of investments at FVTPL         4,792 

Increase in Net Assets attributable to holders of redeemable units       $  17,098,327

Revaluation of Investments at Fair Value Through Profit or Loss

Under Canadian GAAP, the Fund measured the fair values of its investments in accordance with Section 3855, Financial Instruments – 
Recognition and Measurement, which required the use of bid prices for long positions and ask prices for short positions, to the extent such 
prices are available. Under IFRS, the Fund measures the fair values of its investments using the guidance in IFRS 13, Fair Value Measurement 
(“IFRS 13”), which requires that if an asset or a liability has a bid price and an ask price, then its fair value is to be based on a price within 
the bid-ask spread that is most representative of fair value. It also allows the use of mid-market pricing or other pricing conventions that are 
used by market participants as a practical expedient for fair value measurements within a bid-ask spread. As a result, upon adoption of IFRS 
an adjustment was recognized to increase the carrying amount of the Fund’s investments by $11,221 at January 1, 2013 and $16,013 as at 
December 31, 2013. The impact of this adjustment was to decrease the Fund’s Net Assets attributable to holders of redeemable units by $4,792 
for the year ended December 31, 2013.

Reclassification Adjustments

In addition to the measurement adjustments noted above, the Fund reclassified amounts upon transition in order to conform to financial 
statement presentation under IFRS. Withholding taxes of $135,138 for the year ended December 31, 2013, which were previously netted 
against dividend income under Canadian GAAP, have been reclassified and presented separately under IFRS.

Classification of Redeemable Units by the Fund

Under Canadian GAAP, the Fund accounted for its redeemable units as equity. Under IFRS, IAS 32 requires that units of an entity which include 
a contractual obligation for the issuer to repurchase or redeem them for cash or another financial asset be classified as financial liabilities. The 
Fund’s units do not meet the criteria in IAS 32 for classification as equity as the Fund has more than one contractual obligation to its unitholders 
and, therefore, the units have been reclassified as financial liabilities on transition to IFRS.

17. FUTURE ACCOUNTING CHANGES

IFRS 9, Financial Instruments

The final version of IFRS 9, Financial Instruments, was issued by the International Accounting Standards Board in July 2014 and will replace 
IAS 39, Financial Instruments: Recognition and Measurement. IFRS 9 introduces a model for classification and measurement, a single forward-
looking “expected loss” impairment model and a substantially reformed approach to hedge accounting. The new, single principle-based 
approach for determining the classification of financial assets is driven by cash flow characteristics and the business model in which an asset 
is held. The new model also results in a single impairment model being applied to all financial instruments, which will require more timely 
recognition of expected credit losses. It also includes changes in respect of own credit risk in measuring liabilities elected to be measured at 
fair value, so that gains caused by the deterioration of an entity’s own credit risk on such liabilities are no longer recognized in profit or loss.  
IFRS 9 is effective for annual periods beginning on or after January 1, 2018; however, it is available for early adoption. In addition, the own 
credit risk changes can be early applied in isolation without otherwise changing the accounting for financial instruments. The Fund is in the 
process of assessing the impact of IFRS 9 and has not yet determined when it will adopt the new standard.

18. INCOME TAXES

As at December 31, 2014, the Fund had accumulated non-capital loss of $2,407,292 (2013 – $2,509,816). The non-capital loss will expire 
as follows:

        2014  2013

2031      $ 1,256,047 $ 1,256,047
2032       1,151,245  1,253,769 

       $ 2,407,292 $ 2,509,816
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