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CORPORATE PROFILE

Canadian General Investments, Limited (CGI) is a closed-end equity fund focussed on medium to long-term
investments in Canadian corporations. It strives, through prudent security selection, timely recognition of
capital gains/losses and appropriate income generating instruments, to provide better than average returns to
investors. 

CGI was established in 1930 and has been managed since 1956 by Morgan Meighen & Associates Limited
(website: www.mmainvestments.com).

The graph below is presented to illustrate the benefit of a long-term investment in CGI's common shares. 
A $10,000 investment in CGI common shares would have grown to over $118,000 over the 25-year period
ended December 31, 2010. This equates to a compound annual average growth rate of 10.4%. By comparison,
a $10,000 investment in the benchmark S&P/TSX Composite Index would have grown to over $86,000 or a
compound average annual growth rate of 9.0%.

For the 50 years ended December 31, 2010, a $10,000 investment would have grown to $3.1 million,
representing a compound average annual return of 12.2%. The values for the benchmark for the same period
were $1.2 million and 10.1%, respectively.

Certain financial information contained in this report, including investment growth rates, rates of return and other such statistical information are historical values; past performance
is no assurance or indicator of future returns. Share prices, net asset values and investment returns will fluctuate. Stated historical returns assume the reinvestment of all distributions.
Such financial information does not reflect any broker commissions, transaction costs or such other fees and expenses which may have been applicable nor income taxes payable by
any shareholder, which would have the effect of reducing such historical returns. Stated returns for periods greater than one year are compound average annual rates of return. Further
information concerning risk can be found in the Management Report of Fund Performance of this Annual Report to Shareholders.

The Company is an investment fund, and as such, this Annual Report to Shareholders carries a variety of information concerning stocks and other investments, all for informational
purposes only. The reader should assume that the Company and all individuals and entities (including the Manager and members of its staff) who have contributed to this publication
may have a conflict of interest. Readers should therefore not rely solely on this Report in evaluating whether or not to buy or sell securities discussed herein.
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Growth of a $10,000 Investment – 25 Years to December 31, 2010

Cover: Canoe Lake, Algonquin Park, Ontario, Oil on Canvas  

Paul Mantrop is a working artist and founding member of the art collective "drawnonward". Over sixteen years ago the artists of drawnonward began to travel throughout
Canada in order to document its unique and varied regions. Today after over 100,000 kilometres have been travelled by bus, boat, canoe, train, skis and feet, drawnonward has
painted from coast to coast. From the Queen Charlotte Islands to the Yukon, from the Gaspe to Newfoundland and throughout the Canadian Arctic. Today Paul paints from a
studio in his home near Collingwood, Ontario. You can learn more about Paul at www.paulmantrop.com.



Canadian General Investments, Limited (CGI) recorded a net
asset value (NAV) total return of 30.3% and a market value
total return of 27.9% in 2010, well ahead of the 17.6% total
return of its benchmark, the S&P/TSX Composite Index. Much
of this outperformance can be attributed to a surge in the
fourth quarter, when the NAV and market price per share rose
17.9% and 21.2%, respectively, versus 9.4% for the benchmark.  

Along with active portfolio management, part of these superior
returns can be attributed to CGI’s two series of preference
shares. Totalling $150 million, these shares serve as leverage on
the portfolio and can help to enhance returns to common
shareholders in bull markets, as the last two years demonstrat-
ed, or can magnify losses in bear markets, as we can all vividly
recall from the recent financial crisis. CGI adopted a policy, in
response to the crisis, of keeping sufficient cash in its portfolio
to offset some of the effects of the leverage and to safeguard
the regular quarterly dividend, as explained in last year’s
annual report. Having rebuilt the assets sufficiently over the
last two years, CGI is once again fully invested and CGI’s
common shareholders are reaping the full harvest of the lever-
age. Nevertheless, Management remains prepared to raise cash
again if needed.

As well as becoming fully invested, the increase in CGI’s assets
allowed it to pay a special year-end capital gains distribution
once again. This year the distribution was $0.76 per common
share. Total dividends for the year, including the regular
$0.06 quarterly dividends, amounted to $1.00, for a year-end
yield of 5.2%.

Canada has come through the crisis better than most
economies, but many risks to Canada’s and the world’s ongoing
prosperity remain. The strength of the “Loonie” is a challenge
to Canadian exporters of manufactured goods, while any
slowdown in China or retreat into recession in the U.S. could
send commodity prices, and the Toronto Stock Exchange,
tumbling. And, while the last two years have been a very
welcome return to form for CGI, as we noted last year, much
ground still needs to be covered before CGI attains and then
surpasses its previous highs. We know that CGI’s portfolio
management team is ever mindful of the challenges while
working hard to take it to new heights and we would like to
take this opportunity to thank them for their hard work.

Vanessa L. Morgan Jonathan A. Morgan
Chairman President & CEO
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LETTER TO SHAREHOLDERS

Vanessa L. Morgan, D. Greg Eckel, Michael A. Smedley and Jonathan A. Morgan
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INVESTMENT COMMENTARY

Canadian equity markets meandered for the first eight months
of the year, consolidating after strong recovery in 2009 and
adjusting to European sovereign debt concerns and high U.S.
unemployment. As optimism grew, particularly on the economic
front, investors became more confident and markets rose above
their trading range. 

Canadian General Investments, Limited (CGI), followed the
overall trend, but varied its cash levels to mitigate the downside
during uncertain periods and to participate in the upside when
more favourable conditions allowed for opportunistic cash
redeployment. This contributed in a major way to CGI’s 
eventual outperformance. By the later stages of 2010, the portfolio
was fully invested, a state more normal for CGI. 

The S&P/TSX Index individual sector performances differed
widely, but almost all posted positive returns. Nine had double
digit returns and only one, Information Technology, went
negative, due mainly to the selling down of Research in
Motion, a stock that CGI had exited during the first half of
the year. The market’s balance served CGI well as a diversified
fund with broad exposure to all market sectors.

DRIVEN BY MATERIALS

However, the main driving force for a large part of both CGI’s
and the S&P/TSX Index’s success for 2010 was Materials.
Chinese industrialization and infrastructure build-out programs
brought on massive increases in commodity consumption,
offsetting often muted growth in the developed world.
Industrial demand joined by inventory building and powerful
speculative investment resulted in an extraordinary uplift for
raw materials. This gives rise to a continued robust outlook for
many globally traded commodities and has pushed prices of
the main materials (copper, iron ore and coal) and lessor
known minerals to record levels. Overweight positioning in
resources and timely stock selection proved to be extremely
successful for CGI. Western Coal Corp. is a superb example
and was the biggest single contributor to CGI’s portfolio gains.
It was the No.2 percentage gainer in the S&P/TSX Index,
carried along by metallurgical coal pricing and positive macro
fundamentals through much of the year and then received a
further boost in late November when the company received a
take-out proposal by Walter Energy, Inc. Note that in 2008
Western, on the wrong side of the coal cycle, looked close to
bankruptcy, having plunged from $11 to $0.50 — proof of the
need to manage commodity investment carefully. 

Other notable performers among resource holdings were
Labrador Iron Ore Royalty Corporation, a long-time stalwart in
the portfolio, and Teck Resources Limited, also resurrected
from financial difficulties. 

Ventana Gold Corp., currently benefiting in another takeover
situation, and Osisko Mining Corporation were two more key
contributors to portfolio strength as CGI participated in the
run-up of gold equities. 

ENERGY STAND-OUTS

The use of the bottom-up style in managing portfolios was also
evident in Energy. In spite of the sector’s underperformance,
three stock picks in that sector, Pacific Rubiales Energy Corp.,
Blackpearl Resources Inc. (a 2010 addition), and Baytex Energy
Corp. were amongst CGI’s top twelve performers. Stocks in
other sectors also provided exceptional returns for CGI
including IMAX Corporation, BMTC Group Inc. and SXC
Health Solutions Corp.

OUTLOOK

Some encouraging data has provided indication that the worst
economic downturn since the 1930’s has bottomed and the
global situation is beginning to improve. However, debt,
unemployment, austerity measures and expiration of government
stimulus packages remain issues and have major implications in
the success or failure of a sustainable recovery. 

China, having been the most positive contributor to growth
initiatives in the past couple of years and a key driver for the
Canadian resource sector, needs to maintain its vigor while
other important regions and countries gain positive influence. 

So, although constructive, investor sentiment remains mixed
and markets should continue to be volatile. As in the last
couple of years, CGI will attempt to work its way through
the “ups and downs” looking for opportunities in its pursuit
of value creation for its shareholders. 

Michael A. Smedley, CEO and Chief Portfolio Officer of the Manager

D. Greg Eckel, Senior Vice-President of the Manager

Compound Annual Returns for the 
Periods to December 31, 2010
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MANAGEMENT REPORT OF FUND PERFORMANCE

MANAGEMENT DISCUSSION OF
FUND PERFORMANCE

INVESTMENT OBJECTIVE AND STRATEGIES

Canadian General Investments, Limited (CGI or the
Company) is a closed-end equity fund, focussed on medium to
long-term investments in primarily Canadian corporations. 
Its objective is to provide better than average returns to investors
through prudent security selection, timely recognition of capital
gains/losses and appropriate income generating instruments.

The Manager, Morgan Meighen & Associates Limited
(MMA), utilizes a bottom-up investment strategy in an effort
to achieve CGI’s objective. With this type of investment strategy,
the Manager first seeks individual companies with attractive
investment potential, then proceeds to consider the larger
industry, economic and global trends affecting those companies.
This investment style allows for sector weightings that can
differ from those of the benchmark, the S&P/TSX Composite
Index (S&P/TSX).

RISK

As an equity fund, the Company’s primary risk is market risk —
the exposure to market price changes for the securities held
within the portfolio. Economic conditions, investor sentiment,
global events and many other factors contribute to the day-to-day
changes in security prices and the overall trend of the market.
Some of the more significant changes or trends in economic
conditions through the year and their effects are as follows:

• Commodity prices. 2010 saw continued strength in the
prices of commodities. The S&P Goldman Sachs Commodity 
Index (an index that is comprised of the principal physical
commodities of active, liquid markets) was up 9.0% for the
year. Although the Energy component of this index,
representing a two-thirds weighting, was up only 1.9%,
the Non-Energy component, including Industrial Metals,
Precious Metals, Agriculture and Livestock, was up 26.3%.
Of particular note, the price of gold hit an all-time high,
finishing the year over $1,400 U.S. per ounce. For a 
commodities-based economy like Canada’s, commodity price
strength resulted in an improvement in the economy and
an increase in stock prices in the sector, but can harm
manufacturing intensive economies by increasing input costs.

• Strength of the Canadian dollar. The Canadian dollar
continued to show strength against some of the world’s
major currencies – U.S. dollar (5%), euro (11%) and British
pound (8%) and in fact reached parity with the U.S. dollar by
year end. Canada is generally a net exporter of goods and
services. A strong dollar, while making goods less costly to
import, will generally have negative repercussions on
export-based companies, as their products become more
expensive to purchasers in other countries.

• Interest rates. In order to keep inflation in check, the Bank of
Canada has begun a series of measured increases in interest
rates. The prime bank rate, which was 2.25% at the beginning
of the year, stood at 3.00% at the end of 2010. Higher interest
rates can have a negative effect on equity markets as it is
more costly for companies to borrow to fund expansion and
similarly for consumers to finance spending. 

• European sovereign debt troubles. Following bailouts of
Greece in May and Ireland in November, fears were
mounting that similar treatment would be needed in Spain
and Portugal. Those worries seemed to have been tempered
recently, however it demonstrates that the world’s economies
may not be fully recovered from the 2008 recession and that
caution is required going forward.

CGI attempts to mitigate market risk by maintaining a well
diversified portfolio.

Being a closed-end investment fund, CGI’s shares generally
trade at a discount to its net asset value per share (NAV). As a
result, the return experienced by a shareholder (market return)
can often differ from the underlying performance of the
Company (portfolio performance). The share price is established
by competitive markets, which reflect the buying demand and
the selling supply of shares. Factors which are thought to
influence share price, and therefore discounts and their converse,
premiums, include a fund’s relative performance, the liquidity
of a fund’s shares, dividend yield, the use of a managed
distribution policy, confidence in a fund’s portfolio manager,
investors’ perceptions and expectations regarding the outlook
of the countries/sectors/markets where a fund invests.
Throughout 2010, CGI’s shares traded at a discount ranging
from 14.2% to 24.4%, ending the year at a discount of 20.3%.

Since 1998, with the issuance of its Series 1 preference shares,
CGI has engaged in a leverage strategy in an effort to enhance
returns to common shareholders. At December 31, 2010, 
CGI’s Series 2 and Series 3 preference shares totalled 
$150 million, representing 23.1% of total portfolio assets
(December 31, 2009 – 27.4%). As a result of this leverage,
a 10% decline in the value of the portfolio will result in
approximately a 13.0% decrease in the Company’s NAV.
The reverse is true for a 10% increase in the portfolio value.
CGI’s asset coverage (the ratio of its assets to obligations,
both as defined in the preference share provisions) at year end
2010 was 4.4 times, higher than the required ratio of 2.5 times.

There were no material changes affecting the overall level of
risk associated with investing in CGI during the year. As the
Company is invested almost entirely in Canadian equities, it
is most suitable for investors seeking long-term capital
appreciation, with income as a secondary objective.
Investors in CGI should be willing to tolerate moderate
market volatility.
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Dividends
CGI’s dividend policy is determined by the Board of Directors.
For many years, the Company has paid regular quarterly taxable
dividends of $0.06 per common share on March 15, June 15,
September 15 and December 15. For tax purposes, CGI designated
all taxable dividends paid to common and preference shareholders
in 2010 as “eligible dividends”. In addition, CGI is able to
pay capital gains dividends. The Board considers the payment
of a special capital gains dividend taking into account the
year’s performance of the Company, the amount of refundable
capital gains tax on hand, and the desire to provide some
degree of yield consistency over time to common shareholders.
On December 24, 2010, CGI paid a year-end special capital
gains dividend of $0.76 per common share, bringing total
dividends to $1.00 for the year. Based on year-end prices for
the common shares, the dividend yield was 5.2% for 2010
compared to 4.7% for 2009.

Taxation
As a corporate entity, CGI is subject to tax on its taxable
income — primarily on realized gains on the sale of investments
— at an effective rate of approximately 21%. As a result of
its investment corporation status under Canadian tax law,
CGI can recover taxes paid or payable on its realized taxable
capital gains through the payment of capital gains dividends to
shareholders. To the extent that taxes paid or payable on
taxable income in a year are greater than taxes recovered on the
payment of capital gains dividends, there will be a negative
impact on net assets of the fund. For 2010, there was a net
recoverable related to tax of $720,000, compared to a net
recoverable of $3,760,000 in the prior year. Taxes paid or
payable on realized taxable capital gains may be recovered
through the payment of capital gains dividends in future years.
At December 31, 2010, the Company had refundable capital
gains tax of approximately $4 million, which is refundable
upon payment of capital gains dividends of approximately
$20 million.

RESULTS OF OPERATIONS

Performance
CGI’s net asset value at December 31, 2010 was $501,548,000,
representing a 24.8% increase from the $402,001,000 at the end
of 2009. CGI’s NAV at December 31, 2010 was $24.04,
up from $19.27 at year end 2009. The NAV return, with
dividends reinvested, for the year ended December 31, 2010
was 30.3%, compared with a 17.6% total return for the
benchmark S&P/TSX Composite Index.

Strong performance was achieved across a broad range of
stocks in CGI’s investment portfolio, as nine of the ten
sectors of the S&P/TSX were up in excess of 10% for 2010. 
CGI’s outperformance can largely be attributed to an overweighting
in the Materials sector and an underweighting in the Financials
sector relative to the Index. Materials was the second best
performing sector in the Index, returning 36.5% for the year
and contributed nearly half of the total return of the Index.
Conversely, the Financials sector, while returning an acceptable
10.5% for the year, underperformed the overall Index, and
managed to contribute to a proportionally small fraction of the
overall performance of the Index.

Additionally, the leverage afforded by the $150 million in
preference shares the Company has outstanding served to
enhance the NAV move up. With a strong rebound in 2009
and 2010, cash and short-term securities balances were
returned to their historical low levels. 

The table below illustrates the weightings of the five largest
sectors in CGI’s portfolio as at December 31, 2010, compared
with year end 2009, and with the S&P/TSX. The weightings
provided for CGI represent the market value of each 
sector as a percentage of the total investment portfolio. 
At December 31, 2010 the portfolio was overweight in Energy,
Materials and Consumer Discretionary and underweight
Financials, as compared to the sector weightings in the S&P/TSX.

Investment income, which is comprised mainly of dividends,
interest and other income, was $12,410,000 for the year,
up 3.5% from 2009. Dividends on preference shares and
management fees are the largest expenses of the Company.
The dividends on its preference shares were unchanged at
$6,413,000. Management fees increased by 28.2% to $6,321,000
as a result of higher portfolio values compared to 2009.

MANAGEMENT REPORT OF FUND PERFORMANCE (continued)

CGI S&P/TSX
Year end Year end Year end Year end

Sector 2010 2009 2010 2009
Materials 29.9% 27.0% 25.7% 19.4%
Energy 29.3% 24.6% 24.0% 27.6%
Financials 14.3% 17.1% 28.3% 30.5%
Consumer Discretionary 9.7% 6.7% 4.7% 4.3%
Industrials 5.5% 7.0% 5.7% 5.6%
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RECENT DEVELOPMENTS

International Financial Reporting Standards
In September 2010, the Canadian Accounting Standards Board
(AcSB) amended its mandatory requirement for all Canadian
publicly accountable enterprises to prepare their financial
statements in accordance with International Financial
Reporting Standards (IFRS) for fiscal periods beginning on or
after January 1, 2011. Specifically, to coincide with a new
consolidation standard for investment companies expected to
be issued in 2011, the AcSB approved a one- year deferral on
adoption by most investment funds until fiscal years beginning
on or after January 1, 2012. In January 2011, as a result of a
delay in the new consolidation standard project making it
unlikely that the final standard would be issued before
January 1, 2012, the AcSB decided to extend the deferral for
an additional year. Accordingly, the Company, which is an
investment fund, will defer its adoption of IFRS to the fiscal
period beginning January 1, 2013, with the Company’s first set
of financial statements prepared under IFRS to be for the
semi-annual period ended June 30, 2013. These statements will
provide corresponding comparative financial information for
2012, including an opening statement of net assets as at
January 1, 2012.

Based on the Manager’s analysis of the Company’s current
accounting policies and financial statement presentation
under Canadian generally accepted accounting principles
against IFRS, it does not expect the adoption of IFRS to have
a material effect on CGI’s net assets or net asset value per
share. The primary impact of IFRS on the Company’s financial
statements will be in the areas of presentation and note disclosure.
In addition, the Manager does not foresee any changes to the
Company’s existing business arrangements as a result of the
implementation of IFRS. The Manager continues to monitor
new standards as they are issued by the International
Accounting Standards Board, which is responsible for the
development and publication of IFRS, and the AcSB in order
to update its analysis as appropriate.

Harmonized Sales Tax
Effective July 1, 2010, Ontario provincial sales tax (PST) was
harmonized with the federal goods and services tax (GST),
resulting in a federally administered harmonized sales tax
(HST) of 13%. Management fees and certain other service costs
of the Company, which were previously subject to the 5% GST,
but not the 8% PST, are now subject to the new 13% HST.
For the period from July 1, 2010 to December 31, 2010, the
HST has increased expenses by approximately $255,000. 

The Department of Finance has issued proposed rules for
determining the ultimate HST liability for funds (among other
types of “selected listed financial institutions”, or “SLFIs”).

Under the proposed rules, as an investment corporation under
the Income Tax Act (Canada), CGI will be classified as a SLFI,
and will, therefore, be required to determine its HST liability
based on the location of its ultimate investors. These new rules
may result in a partial rebate of the provincial component of
the HST paid by CGI to the extent that its ultimate investors
are located in non-HST provinces or in HST provinces with a
lower HST rate than Ontario, such as British Columbia.
Conversely, these rules may result in additional liability for
HST to the extent that CGI’s ultimate investors are located,
or deemed to be located, in provinces with higher HST rates,
such as Nova Scotia. It is not expected that the amount of any
rebate for 2010 would be significant.

RELATED PARTY TRANSACTIONS

The Company is managed by Morgan Meighen & Associates
Limited (MMA), a company under common control with
CGI. MMA provides continuing advice and investment
management services, as well as administration, financial
reporting and other ancillary services required by a publicly
listed company. For more details concerning the services that
are provided by MMA and the management fee that is
charged to the Company, see “Management Fees”.

Third Canadian General Investment Trust Limited 
(Third Canadian), a corporation under common control 
with the Company, has an approximate 37% ownership
interest in the Company. As a result of its ownership
position in the Company, Third Canadian received dividends
from net investment income of $1,831,000 (2009 - $1,831,000)
and dividends from net realized gain on investments of
$5,799,000 (2009 - $3,815,000).
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MANAGEMENT REPORT OF FUND PERFORMANCE (continued)

FINANCIAL HIGHLIGHTS
The following tables show selected key financial information about the Company and are intended to help you understand the Company’s financial
performance for the past five financial years.  Per share data is derived from the Company’s audited annual financial statements. The net assets per
share presented in the financial statements differs from the Company’s daily net asset value due to differences in valuation techniques as described in
the notes to the financial statements. Ratios and supplemental data are derived from the Company’s net asset value.

The Company’s Net Assets per Share (1)

2010 2009 2008 2007 2006

Net assets  – basic, beginning of  year $ 19.17 $ 13.81 $ 31.77 $ 31.58 $ 28.59

Increase (decrease) from operations:

Total revenue 0.60 0.58 0.84 0.67 0.75

Total expenses (0.66) (0.61) (0.86) (1.01) (0.98)

Realized gains (losses) for the year 0.56 0.08 (5.41) 3.93 4.60

Unrealized gains (losses) for the year 5.27 5.87 (13.36) (1.24) 4.07

Total increase (decrease) from operations  5.77 5.92 (18.79) 2.35 8.44

Dividends paid to common shareholders:

Taxable dividends (0.24) (0.24) (0.24) (0.24) (0.24)

Capital gains dividends (0.76) (0.50) - (1.36) (1.26)

Total dividends (2) (1.00) (0.74) (0.24) (1.60) (1.50)

Income taxes recoverable on dividends 
from net realized gain on investments 0.15 0.10 - 0.29 0.26

Net decrease in refundable 
dividend tax on hand - - - - 0.04

Decrease (increase) in refundable income taxes 
on net realized gain on investments (0.12) 0.08 1.07 (0.45) (0.83)

Warrants repurchased - - - - (3.26)

0.03 0.18 1.07 (0.16) (3.79)

Net assets  – basic, end of year (3) $ 23.97 $ 19.17 $ 13.81 $ 31.77 $ 31.72

Net assets  – diluted, end of year (4) $ 23.97 $ 19.17 $ 13.81 $ 31.77 $ 31.33

(1) Net assets and dividends are based on the actual number of shares outstanding at the relevant time. The increase/decrease from operations is based on the

weighted average number of shares outstanding over the year.

(2) Dividends were paid in cash.

(3) This is not a reconciliation of the beginning and ending net assets per share.

(4) Reflects the potential exercise of the Company’s outstanding warrants, which expired on July 3, 2007.
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MANAGEMENT FEES

The Company pays a management fee that is calculated and paid monthly at 1% per annum of the market value of CGI’s
investments adjusted for cash, portfolio accounts receivable and portfolio accounts payable. The Company’s management fees
were used by MMA to pay costs for managing the portfolio and making investment decisions, as well as the provision of
administrative services including making brokerage arrangements for the purchase and sale of securities, calculating the daily
net asset value of the Company, maintaining financial and corporate records, preparing financial statements and all required
regulatory filings and assisting in promotion activities. The officers of the Company are remunerated by MMA in their capacity
as directors and/or officers of MMA and receive no compensation from CGI.

Ratios and Supplemental Data

2010 2009 2008 2007 2006

Total net asset value (000’s) (1) $ 501,548 $ 402,001 $ 290,477 $ 666,323 $ 653,128

Number of shares outstanding (1) 20,861,141 20,861,141 20,861,141 20,861,141 20,591,159

Management expense ratio (2) (3) 3.23% 3.82% 3.57% 3.04% 3.24%

Trading expense ratio (4) 0.18% 0.31% 0.25% 0.23% 0.24%

Portfolio turnover rate (5) 29.51% 41.54% 27.33% 36.68% 40.08%

Net asset value per share – basic (1) $ 24.04 $ 19.27 $ 13.93 $ 31.94 $ 31.72

Net asset value per share – diluted (1) $ 24.04 $ 19.27 $ 13.93 $ 31.94 $ 31.33

Closing market price (1) $ 19.18 $ 15.83 $ 9.12 $ 28.30 $ 27.40

(1) This information is provided as at December 31 of the year shown.

(2) Management expense ratio (MER) is based on total expenses (excluding commissions and other portfolio transaction costs) for the stated period and is

expressed as an annualized percentage of daily average net asset value during the period.

(3) Excluding leverage costs (dividends on preference shares and amortization of deferred financing charge), the Company’s MERs were as follows: 

2010  – 1.70%, 2009 – 1.78%, 2008 – 1.67%, 2007 – 1.53%, 2006 – 1.65%.

(4) The trading expense ratio represents total commissions and other portfolio transaction costs as an annualized percentage of daily average net asset value

during the period.

(5) The Company’s portfolio turnover rate indicates how actively the Manager manages the Company’s portfolio investments. A portfolio turnover of 100%

is equivalent to the Company buying and selling all of the securities in its portfolio once in the course of the year. The higher a fund’s portfolio turnover

rate in a year, the greater the trading costs payable by the fund in the year. There is not necessarily a relationship between the turnover rate and the

performance of a fund. 
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PAST PERFORMANCE
The performance information shown assumes that all dividends paid by CGI to common shareholders were reinvested in additional
common shares of the Company.  The performance information does not take into account broker commissions or other fees
potentially payable by holders of the Company’s shares that would have reduced returns or performance.  How the Company
has performed in the past does not necessarily indicate how it will perform in the future.

YEAR-BY-YEAR RETURNS

The following bar charts show the Company’s performance for each of the years shown, and illustrate how the Company’s
performance has changed from year to year.  The bar charts show, in percentage terms, how much an investment made on the
first day of each year would have grown or decreased by the last day of each year.  

The bar chart below illustrates CGI’s diluted net asset value per share return, with dividends reinvested at net asset value per share.   

Net Asset Value Return

The bar chart below illustrates CGI’s market return, with dividends reinvested at the market price.

Market Value Return

ANNUAL COMPOUND RETURNS

The following table shows the Company’s historical annual compound total returns for the periods indicated, compared with the
S&P/TSX.  The Index return is also calculated on a total return basis, assuming that all distributions are reinvested.

1 Year 3 Years 5 Years 10 Years

Canadian General Investments, Limited – NAV 30.3% -6.1% 2.9% 9.6%

Canadian General Investments, Limited – Market 27.9% -8.5% 0.8% 11.7%

S&P/TSX Composite Index 17.6% 2.1% 6.5% 6.6%

The S&P/TSX Composite Index is a market capitalization-weighted index that provides a broad measure of performance of the Canadian equity market.

MANAGEMENT REPORT OF FUND PERFORMANCE (continued)
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SUMMARY OF INVESTMENT PORTFOLIO
as at December 31, 2010

Sector Allocation Asset Allocation
% of % of % of % of

Net Asset  Investment Net Asset Investment
Value* Portfolio Value* Portfolio

Materials 38.7 29.9 Canadian Equities 117.8 90.9 
Energy 38.0 29.3 Foreign Equities 11.5 8.9 
Financials 18.5 14.3 Cash & Cash Equivalents 0.3 0.2 
Consumer Discretionary 12.5 9.7 
Industrials 7.2 5.5 
Information Technology 7.1 5.5 
Utilities 3.2 2.5 
Telecommunication Services 2.5 1.9 
Consumer Staples 1.6 1.2 
Cash & Cash Equivalents 0.3 0.2

Top 25 Holdings
% of % of

Net Asset Investment
Issuer Sector Value* Portfolio

Pacific Rubiales Energy Corp. Energy 5.2 4.1 
BMTC Group Inc. Consumer Discretionary 5.2 4.0 
Labrador Iron Ore Royalty Corporation Materials 5.2 4.0 
Western Coal Corp. Energy 4.0 3.1 
Brookfield Office Properties Canada Financials 3.5 2.7
Teck Resources Limited Materials 3.3 2.5 
Bank of Montreal Financials 3.2 2.4
IMAX Corporation Consumer Discretionary 3.1 2.4 
SXC Health Solutions Corp. Information Technology 3.1 2.4 
Enbridge Inc. Energy 3.0 2.3 
Ventana Gold Corp. Materials 2.8 2.2 
Apple Inc. Information Technology 2.8 2.1 
BlackPearl Resources Inc. Energy 2.6 2.0 
Royal Bank of Canada Financials 2.6 2.0 
Rogers Communications Inc. Telecommunication Services 2.5 1.9 
Franco-Nevada Corporation Materials 2.4 1.8 
Potash Corporation of Saskatchewan Inc. Materials 2.3 1.8 
Osisko Mining Corporation Materials 2.2 1.7 
Calfrac Well Services Ltd. Energy 2.2 1.7
Canadian Natural Resources Limited Energy 2.1 1.6 
Suncor Energy, Inc. Energy 2.1 1.6 
Dollarama Inc. Consumer Discretionary 2.1 1.6 
TransCanada Corporation Energy 1.9 1.6
The Toronto-Dominion Bank Financials 1.9 1.5 
Sino-Forest Corporation Materials 1.9 1.5 

73.2 * 56.5 

Total Net Asset Value* ($000's) $ 501,548 

Total Investment Portfolio* ($000's) $ 649,955 

* Total Net Asset Value represents Total Investment Portfolio adjusted for leverage in the form of preference shares ($150 million), other assets and other liabilities.

The Summary of Investment Portfolio may change due to ongoing portfolio transactions of the Company. The most recent quarterly portfolio disclosure
may be obtained by visiting the Manager's web site at www.mmainvestments.com, by calling 416-366-2931 (Toll-free: 1-866-443-6097), or by writing to the
Company at 10 Toronto Street,Toronto, Ontario, Canada, M5C 2B7.
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MANAGEMENT’S REPORT

The accompanying financial statements have been prepared by Management and approved by the Board of Directors of
the Company. Management is responsible for the information and representations contained in these financial statements.

The Company maintains appropriate processes to ensure that relevant and reliable financial information is produced. The financial
statements have been prepared in accordance with Canadian generally accepted accounting principles and include certain amounts
that are based on estimates and judgements. The significant accounting policies which Management believes are appropriate for the
Company are described in note 1 to the financial statements.

The Board of Directors is responsible for reviewing and approving the financial statements and overseeing Management's
performance of its financial reporting responsibilities. An Audit Committee comprised of non-Management Directors is
appointed by the Board. The Audit Committee reviews the financial statements, adequacy of internal controls, the audit
process and financial reporting with Management and the external Auditors. The Audit Committee reports to the Board of
Directors prior to the approval of the audited financial statements for publication.

PricewaterhouseCoopers LLP, the Company’s external Auditors, who are appointed by the shareholders, audited the financial
statements in accordance with Canadian generally accepted auditing standards to enable them to express to the shareholders
their opinion on the financial statements. Their report is set out on page 11.

Vanessa L. Morgan Jonathan A. Morgan

Chairman President & CEO

February 22, 2011

FINANCIAL REPORTS
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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of
Canadian General Investments, Limited
(the Company)

We have audited the accompanying financial statements of the Company, which comprise the statement of investment portfolio
as at December 31, 2010, the statements of net assets as at December 31, 2010 and 2009, and the statements of operations,
cash flows, and changes in net assets for the years then ended, and 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 Canadian
generally accepted accounting principles 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 the financial statements based on our audit. We conducted our audit in accordance
with Canadian generally accepted auditing standards. Those standards require that we comply with ethical requirements and plan
and perform an 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 judgment, 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 audit 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 Company as at
December 31, 2010 and 2009 and the results of its operations, its cash flows, and the changes in its net assets for the years then
ended in accordance with Canadian generally accepted accounting principles.

Chartered Accountants, Licensed Public Accountants 

Toronto, Ontario

February 22, 2011
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STATEMENTS OF NET ASSETS

As at December 31, 2010 and 2009 2010 2009

(in thousands of dollars, except per share amounts) $ $

Assets

Investments at fair value (cost - $376,944; 2009 - $375,571) 647,103 535,895

Cash 1,354 9,441

Interest and dividends receivable 1,760 1,053

Income taxes recoverable 766 4,031

Deferred financing charge (note 2) 55 386

651,038 550,806

Liabilities

Accounts payable and accrued liabilities 708 721

Accrued dividends on preference shares 281 281

Preference shares (note 2) 150,000 150,000

150,989 151,002

Net Assets 500,049 399,804

Shareholders’ Equity

Common shares (note 2) 128,568 128,568

Unrealized gain on investments 270,159 160,324

Retained earnings (note 3) 101,322 110,912

500,049 399,804

Number of common shares outstanding (note 2) 20,861,141 20,861,141

Net assets per common share (note 10) 23.97 19.17

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

Approved by the Board of Directors

Director Director
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STATEMENTS OF OPERATIONS

For the years ended December 31, 2010 and 2009 2010 2009

(in thousands of dollars, except per share amounts) $ $

Investment income

Dividends 9,691 10,718

Interest and other 2,505 1,148

Securities lending revenue (note 9) 214 120

12,410 11,986

Expenses

Dividends on preference shares 6,413 6,413

Management fees (note 4) 6,321 4,932

Amortization of deferred financing charge 331 330

Listing and regulatory costs 171 154

Directors’ fees and expenses 171 173

Investor relations 122 98

Custodial fees 80 54

Security holder reporting costs 59 110

Audit fees 47 43

Independent review committee fees and expenses 27 28

Capital taxes 16 131

Legal fees 8 22

Other 59 138

13,825 12,626

Net investment loss (1,415) (640)

Realized and unrealized gains on investments  

Net realized gain on investments 12,752 2,613

Change in unrealized gain on investments 109,835 122,508

Transaction costs on purchase and sale of investments (786) (1,011)

Net gain on investments 121,801 124,110

Increase in net assets resulting from operations for the year 120,386 123,470

Increase in net assets resulting from operations per common share  
(based on 20,861,141 (2009 - 20,861,141) weighted-average common shares 
outstanding during the year) 5.77 5.92

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF CHANGES IN NET ASSETS

For the years ended December 31, 2010 and 2009 2010 2009

(in thousands of dollars) $ $

Increase in net assets resulting from operations for the year 120,386 123,470

Dividends to common shareholders

From net investment income (5,007) (5,007)

From net realized gain on investments (15,854) (10,430)

(20,861) (15,437)

Income taxes recoverable on dividends from net 
realized gain on investments 3,250 2,190

(17,611) (13,247)

Decrease (increase) in refundable income taxes on net realized 
gain on investments (note 5) (2,530) 1,570

Increase in net assets during the year 100,245 111,793

Net assets, beginning of year 399,804 288,011

Net assets, end of year 500,049 399,804

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, 2010 and 2009 2010 2009

(in thousands of dollars) $ $

Cash provided by (used in):

Operating activities

Net investment loss (1,415) (640)

Amortization of deferred financing charge 331 330

Proceeds of disposition of investments 239,205 398,039

Purchase of investments (227,826) (406,226)

Transaction costs on purchase and sale of investments (786) (1,011)

Net change in non-cash balances related to operations 2,545 24,966

12,054 15,458

Financing activities

Dividends paid to common shareholders, net of income taxes recoverable (17,611) (13,247)

Decrease (increase) in refundable income taxes on net realized gain 
on investments (note 5) (2,530) 1,570

(20,141) (11,677)

Net increase (decrease) in cash during the year (note 7) (8,087) 3,781

Cash, beginning of year 9,441 5,660

Cash, end of year 1,354 9,441

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF INVESTMENT PORTFOLIO

CONSUMER DISCRETIONARY (9.6%) (2009 - 6.6%)

Auto Components
130,600 Magna International Inc. 5,499 6,779 

Media
78,200 Corus Entertainment Inc., B 1,689 1,730 

550,000 IMAX Corporation 5,993 15,344 
100,000 Shaw Communications Inc., B NV 1,433 2,130 

Multiline Retail
365,000 Dollarama Inc. 7,520 10,505 

Specialty Retail
1,280,400 BMTC Group Inc., A SV 3,849 25,877   

TOTAL CONSUMER 
DISCRETIONARY 25,983  62,365  

CONSUMER STAPLES (1.2%) (2009 - 3.3%)

Beverages
215,300 Corby Distilleries Limited, A 2,693 3,595 
50,000 Corby Distilleries Limited, B NV 789 778 

Food & Staples Retailing
132,000 Alliance Grain Traders Inc. 3,048 3,720   

TOTAL CONSUMER STAPLES 6,530 8,093  

ENERGY (29.4%) (2009 - 24.8%)

Energy Equipment & Services
322,000 Calfrac Well Services Ltd. 6,533 11,016 
173,400 PHX Energy Services Corp. 2,731 2,292 

Oil, Gas & Consumable Fuels
275,000 Athabasca Oil Sands Corp. 4,433 4,125 
900,000 Bankers Petroleum Ltd. 5,856 6,840 
200,000 Baytex Energy Corp. 4,758 9,318 
706,100 Bellatrix Exploration Ltd. 2,919 3,389 

2,205,000 Blackpearl Resources Inc. 6,839 12,965 
50,000 Cameco Corporation 1,887 2,012 

3,300,000 Canacol Energy Ltd. 4,841 5,148 
240,000 Canadian Natural Resources Limited 3,853 10,625 
200,000 Crescent Point Energy Corp. 5,429 8,834 
270,000 Enbridge Inc. 5,557 15,182 
458,571 Extract Resources Limited 3,195 4,383 
200,000 Forest Oil Corporation 4,990 7,553 
760,000 Midway Energy Ltd. 2,614 3,329 
780,000 Pacific Rubiales Energy Corp. 4,657 26,302 
806,030 Parex Resources Inc. 3,383 6,932 
250,000 Peyto Exploration & Development Corp. 4,316 4,620 
237,400 SilverBirch Energy Corporation 1,329 1,686 
275,000 Suncor Energy, Inc. 10,572 10,500 
45,000 Tourmaline Oil Corp. 906 979 

ENERGY (CONTINUED)

256,000 TransCanada Corporation 7,091 9,725
500,000 Uranium One Inc. 1,967 2,380 

1,650,000 Western Coal Corp. 6,997 20,295 
TOTAL ENERGY 107,653 190,430  

FINANCIALS (14.3%) (2009 - 17.2%)

Commercial Banks
275,000 Bank of Montreal 10,640 15,807 
120,000 Laurentian Bank of Canada 4,730 5,762 
245,000 Royal Bank of Canada 10,190 12,789 
130,000 The Toronto-Dominion Bank 5,599 9,633 

Diversified Financial Services
92,056 TMX Group Inc. 2,486 3,401 

Insurance
7,200 E-L Financial Corporation Limited 2,640 3,532 

Real Estate Management & Development
816,900 Brookfield Office Properties Canada, units 7,619 17,678 
374,270 First Capital Realty Inc. 3,706 5,655 

Thrifts & Mortgage Finance
254,500 Genworth MI Canada Inc. 5,141 7,006 
120,000 Home Capital Group Inc. 5,517 6,206 

Capital Markets
76,900 Economic Investment Trust Limited 3,851 4,979  

TOTAL FINANCIALS 62,119 92,448  

INDUSTRIALS (5.5%) (2009 - 7.0%)

Airlines
1,000,000 Air Canada, B SV 3,767 3,450 

Building Products
195,600 Waterfurnace Renewable Energy Inc. 2,633 4,771 

Commercial Services & Supplies
390,000 Data Group Income Fund, units 2,551 2,488 

Marine
37,200 Algoma Central Corporation 2,863 3,478 

Road & Rail
130,000 Canadian Pacific Railway Limited 7,181 8,398 

Trading Companies & Distributors
200,000 Ritchie Bros. Auctioneers Incorporated 2,262 4,577 
375,000 Russel Metals Inc. 3,243 8,575  

TOTAL INDUSTRIALS 24,500 35,737  

As at December 31, 2010
NUMBER FAIR

OF COST VALUE

SHARES INVESTMENT $ $

(in thousands of dollars)

NUMBER FAIR

OF COST VALUE

SHARES INVESTMENT $ $

(in thousands of dollars)

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



INFORMATION TECHNOLOGY (5.5%) (2009 - 5.7%)

Computers & Peripherals
43,000 Apple Inc. 11,408 13,792 

IT Services
360,000 SXC Health Solutions Corp. 4,820 15,332 

Semiconductors & Semiconductor Equipment
675,000 Celestica Inc. 4,975 6,493  

TOTAL INFORMATION 
TECHNOLOGY 21,203 35,617 

MATERIALS (29.9%) (2009 - 26.9%)

Chemicals
275,000 Methanex Corporation 5,951 8,291 
75,000 Potash Corporation of Saskatchewan Inc. 9,026 11,573 
60,000 The Mosaic Company 4,455 4,554 
90,000 The Scotts Miracle-Gro Company 3,811 4,548 

Metals & Mining
200,000 Allied Nevada Gold Corp. 4,872 5,234 
810,800 East Asia Minerals Corporation 2,387 6,649 

3,500,000 Eastern Platinum Limited 5,210 6,195 
1,400,000 Equinox Minerals Limited 2,747 8,554 

340,000 Franco-Nevada Corporation 6,721 11,308 
100,000 Franco-Nevada Corporation, 

warrants 03/13/2012 491 522 
30,000 Freeport-McMoRan Copper & Gold Inc. 2,803 3,584 

140,000 Goldcorp Inc. 6,419 6,411 
550,000 Guyana Goldfields Inc. 5,507 5,874 
257,700 Imperial Metals Corporation 3,357 6,747 
42,870 Kinross Gold Corporation, 

warrants 09/03/2013 107 90 
387,700 Labrador Iron Ore Royalty Corporation, units 5,605 26,073 

1,020,000 Medusa Mining Ltd. 3,646 6,646 
775,250 Osisko Mining Corporation 7,490 11,226 
500,000 Primero Mining Corp. 2,742 2,295 
120,000 Primero Mining Corp., 

warrants 07/20/2015 222 166 
175,000 Quadra FNX Mining Ltd. 2,678 2,924 
25,000 Quadra FNX Mining Ltd., 

warrants 09/09/12 49 113 
778,100 Rubicon Minerals Corporation 2,268 4,420 
175,000 Tahoe Resources Inc. 2,558 2,571 
265,000 Teck Resources Limited, B SV 5,586 16,329 

1,065,000 Ventana Gold Corp. 6,806 14,079 

Paper & Forest Products
98,150 Domtar Corporation 3,629 7,407 

410,000 Sino-Forest Corporation 7,753 9,533 
TOTAL MATERIALS 114,896 193,916  

TELECOMMUNICATION 

SERVICES (1.9%) (2009 - 2.1%)

Wireless Telecommunication Services
360,000 Rogers Communications Inc., 

class B NV 5,047 12,424  
TOTAL TELECOMMUNICATION 

SERVICES 5,047 12,424  

UTILITIES (2.5%) (2009 - 2.0%)

Electric Utilities
250,000 Fortis Inc. 6,736 8,478 

Independent Power Producers 
& Energy Traders

140,000 Canadian Utilities Limited, A NV 3,154 7,595  
TOTAL UTILITIES 9,890 16,073  

TRANSACTION COSTS (877) -

TOTAL INVESTMENTS (99.8%) 376,944 647,103
CASH (0.2%) 1,354 1,354  
INVESTMENT PORTFOLIO (100.0%) 378,298 648,457

NV: non-voting
SV: subordinate voting

Percentage amounts in brackets represent fair value as a 
percentage of the Investment Portfolio.

All 2009 comparative weightings are at December 31, 2009.

At December 31, 2010, the Company had no investments in
Short-Term Securities (2009 - 2.7%).

RECONCILIATION OF INVESTMENT 

PORTFOLIO TO NET ASSETS

INVESTMENT PORTFOLIO (129.7%) 648,457  
PREFERENCE SHARES (-30.0%) (150,000)
OTHER ASSETS AND 

LIABILITIES, NET (0.3%) 1,592
NET ASSETS (100.0%) 500,049

Percentage amounts in brackets represent fair value as a 
percentage of Net Assets.
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The accompanying notes are an integral part of these financial statements.

As at December 31, 2010
NUMBER FAIR

OF COST VALUE

SHARES INVESTMENT $ $

(in thousands of dollars)

NUMBER FAIR

OF COST VALUE

SHARES INVESTMENT $ $

(in thousands of dollars)
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NOTES TO FINANCIAL STATEMENTS
December 31, 2010 and 2009

1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

These financial statements, prepared in accordance with Canadian generally accepted accounting principles (GAAP), include estimates
and assumptions that affect the reported amounts of assets, liabilities, income and expenses during the year. Actual results could
differ from these estimates. The following is a summary of significant accounting policies followed by Canadian General
Investments, Limited (the Company).

Valuation of investments
Publicly listed securities are valued at the most recent bid price. Unlisted securities that trade on an over-the-counter market
and other securities, in special circumstances where a market quotation is not readily available or is considered inappropriate
(such as a stale price), are valued using available sources of information and commonly used valuation techniques, using primarily
observable inputs. 

Investment transactions
Investment transactions are recorded on the trade date. Realized and unrealized gains and losses from investment transactions
are calculated on an average cost basis. The Company recognizes realized gains (losses) on investments and the net change in
unrealized gains on investments in the statements of operations. Within shareholders’ equity, net realized gains (losses) on
investments are accumulated in retained earnings, while net changes in unrealized gain on investments, a component of retained
earnings, are accumulated and separately presented as unrealized gain on investments.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of an investment,
which include fees and commissions paid to agents, advisors, brokers and dealers, levies by regulatory agencies and securities
exchanges, and transfer taxes and duties. These costs are expensed and are included in the statements of operations.

Investment income
Dividend income is recorded on the ex-dividend date. Interest income and securities lending revenue are recognized as earned.

Foreign exchange
Assets and liabilities denominated in foreign currencies are translated into Canadian dollars at year-end exchange rates.
Purchases and sales of investments, investment income and expenses are calculated at the exchange rates prevailing on the dates
of the transactions.

Deferred financing charge
Preference share issuance costs are amortized on a straight-line basis over a five-year period, commencing from date of issue. 

Future income taxes
The Company follows the asset and liability method of accounting for income taxes. Future income tax liabilities are measured
using rates expected to apply to the taxable income in the years in which the temporary differences are expected to be settled.

No provision is made for future income taxes on the unrealized gain on investments, since such income taxes would be recoverable
on payment of capital gains dividends by the Company (note 5).

2 CAPITAL STOCK 

Common shares
The Company is authorized to issue an unlimited number of common shares. As at December 31, 2010, there are 20,861,141
(2009 - 20,861,141) common shares issued and outstanding.
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Preference shares
The Company is authorized to issue, in series, a class of preference shares of which the following are outstanding:

Class A Stated Cumulative 2010 2009
preference Number amount annual Amount $ Amount $
shares of shares per share $ dividend rate % Date of issue (in thousands of dollars) (in thousands of dollars)

Series 2 3,000,000 25.00 4.65 November 3, 2003 75,000 75,000

Series 3 3,000,000 25.00 3.90 March 3, 2006 75,000 75,000

150,000 150,000 

The Company may redeem for cash, the following series, in whole or in part, at the following prices during the defined period:

$26.00 $25.75 $25.50 $25.25 $25.00

Series 2 - March 15, 2010 to March 15, 2011 to March 15, 2012 to March 15, 2013
March 14, 2011 March 14, 2012 March 14, 2013 and thereafter (1)

Series 3 June 15, 2011 to June 15, 2012 to June 15, 2013 to June 15, 2014 to June 15, 2015 
June 14, 2012 June 14, 2013 June 14, 2014 June 14, 2015 and thereafter (2)

(1) The holders may require the Company to redeem the Series 2 shares on or after March 15, 2014 for a cash price of $25.00 per share.

(2) The holders may require the Company to redeem the Series 3 shares on or after June 15, 2016 for a cash price of $25.00 per share.

The deferred financing charge of $3,985,000 (2009 - $3,985,000) in respect of Series 2 and Series 3 shares is presented net of
accumulated amortization of $3,930,000 (2009 - $3,599,000).

3 RETAINED EARNINGS

The changes in retained earnings for the year were as follows:

2010 2009
(in thousands of dollars) $ $

Retained earnings, beginning of year 110,912 121,627

Net realized gain on investments, net of transaction costs 11,966 1,602

Net investment loss (1,415) (640)

Dividends paid from net realized gain on investments, 
net of income taxes recoverable of $3,250 (2009 - $2,190) (12,604) (8,240)

Dividends paid from net investment income (5,007) (5,007)

Decrease (increase) in refundable income taxes on 
net realized gain on investments (note 5) (2,530) 1,570

Retained earnings, end of year 101,322 110,912
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

4 RELATED PARTY INFORMATION

Management fees are paid monthly to Morgan Meighen & Associates Limited (the Manager), a corporation under common control
with the Company, for services received in connection with the management of the Company’s financial accounts and investment
portfolio, among other services. Management fees are calculated monthly at 1% per annum of the fair value of the Company’s
investments adjusted for cash, portfolio accounts receivable and portfolio accounts payable. Values for fee calculation purposes are
determined on the basis of the financial statements of the Company as at the last day of the applicable month. 

Third Canadian General Investment Trust Limited (Third Canadian), a corporation under common control with the Company,
has an approximate 37% ownership interest in the Company. As a result of its ownership position in the Company, 
Third Canadian received dividends from net investment income of $1,831,000 (2009 - $1,831,000) and dividends from net
realized gain on investments of $5,799,000 (2009 - $3,815,000).

5 TAXATION

The Company qualifies as an investment corporation under Section 130 of the Income Tax Act (Canada) (the Act) and, as such,
is subject to a reduced rate of income tax on its net investment income other than dividends received from taxable Canadian
corporations. The Company’s provision for income taxes during the year is determined as follows:

2010 2009
(in thousands of dollars) $ $

Recovery of income taxes on net investment income (loss)

Recovery of income taxes based on combined 
Canadian federal and provincial income tax rate (438) (211)

Increase (decrease) in income taxes resulting from:

Dividends from taxable Canadian companies (2,921) (3,518)

Dividends on preference shares 1,988 2,116

Income tax rate differential for investment corporations (442) (440)

Other 10 (32)

Recovery of income taxes (1,803) (2,085)

Applied to reduce refundable income taxes on net realized gain on investments 1,803 2,085

Recovery of income taxes - -

Refundable income taxes on net realized gain on investments

Provision for income taxes based on combined 
Canadian federal and provincial income tax rate 3,953 862

Increase (decrease) in income taxes resulting from:

Non-taxable portion, net realized gain on investments (1,977) (431)

Differences arising from use of different cost bases for income tax 
and accounting purposes and other items 1,300 (26)

Income tax rate differential for investment corporations 1,057 110

Recovery applied from investment income (1,803) (2,085)

Increase (decrease) in refundable income taxes 
on net realized gain on investments 2,530 (1,570)
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Income taxes are paid by the Company on net capital gains realized at the rate of approximately 21%. These income taxes are
recoverable by the Company as long as it continues to qualify as an investment corporation. The Company has refundable
capital gains taxes of approximately $4 million as at December 31, 2010 (2009 - $5 million), which are refundable on payment
of capital gains dividends of approximately $20 million (2009 - $23 million). This potential recovery has not been recorded by
the Company.

The Company is also subject to a special tax of 33-1/3% on taxable dividends received from corporations resident in Canada.
This special tax is refundable on payment of taxable dividends to shareholders at the rate of $1 for each $3 of such dividends
paid. The Company has no refundable dividend tax on hand as at December 31, 2010 and 2009.

In accordance with the Act, a corporation can qualify as an investment corporation if certain tests are satisfied. One of the tests
is that the corporation cannot have specified shareholders. A specified shareholder is generally a shareholder, who, along with
certain persons to whom the shareholder is considered to be related, has a greater than 25% shareholding. The Company has had
specified shareholders since June 20, 1996. The specified shareholder rules of the Act generally allow the Company to maintain
its investment corporation status as long as it does not have any specified shareholders other than those specified shareholders
existing on June 20, 1996. In addition, the specified shareholders as at June 20, 1996 cannot, after that date, contribute capital or
acquire additional shares of the Company other than through certain specified transactions.

6 FINANCIAL INSTRUMENTS 

The Company is a closed-end equity fund focussed on medium to long-term investments in primarily Canadian corporations.
Its objective is to provide better than average returns to investors through prudent security selection, timely recognition of
capital gains/losses and appropriate income generating instruments. The Company may invest in foreign securities that are
typically not expected to exceed 15%, in aggregate, of the portfolio’s fair value.

In the normal course of operations, the Company’s activities expose it to a variety of financial risks: credit risk, liquidity risk
and market risk (defined as interest rate risk, currency risk and other price risk). In general, the Manager seeks to minimize the
potential adverse effects of these risks on the Company’s performance by employing professional, experienced portfolio managers,
by daily monitoring of the Company’s positions and market events, and by diversifying the investment portfolio within the policies
and guidelines set by the Board of Directors of the Company in a manner consistent with the investment objective. Pursuant to
the Manager’s bottom-up selection mandate, security selection is the primary criteria for managing risk. In order to attempt to
mitigate risk, depending on conditions, the Manager also considers other criteria such as asset class, industry, country and currency.

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge
an obligation. The Company’s main exposure to credit risk may consist of investments in debt instruments, including short-term
securities, bonds, preferred shares, amounts due from brokers as well as securities on loan as part of the Company’s securities
lending program. The fair value of debt instruments includes consideration of the creditworthiness of the debt issuer. The carrying
amount of debt instruments, as presented on the statement of investment portfolio represents the maximum credit risk exposure
as at December 31, 2010. This also applies to other assets, as these have a short term to settlement. As at December 31, 2010,
the Company had no investments in debt instruments (2009 - $15 million or 2.7% of the investment portfolio).

All transactions in securities are settled/paid for on delivery using approved brokers. The risk of default is considered minimal,
as delivery of securities sold is only made once the Company’s custodian has received payment. Payment is made on a purchase
once the securities have been received by the Company’s custodian. The trade will fail if either party fails to meet its obligation.

Credit risk with respect to the Company’s securities lending program is considered minimal given the nature of the collateral,
as well as the indemnification provided by the agent administering the program (note 9).

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with financial liabilities.

As the Company is a publicly traded, closed-end investment fund with a fixed number of common shares outstanding, unlike an
open-ended mutual fund, it is not exposed to the liquidity risk associated with daily cash redemptions of securities. However,
as part of a leverage strategy, the Company currently has two series of Class A preference shares outstanding: Series 2 for $75 million
with a redemption date of March 15, 2014 and Series 3 for $75 million with a redemption date of June 15, 2016. Included in the
Series 2 and Series 3 preference share provisions is a restriction, which precludes payment of a common share dividend unless,
after giving effect thereto, the ratio of assets to obligations (both as defined in the preference share provisions) exceeds 2.5 times.
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Liquidity risk is managed by investing the majority of the Company’s assets in investments that are traded in an active market
and which can be readily disposed of and by retaining sufficient cash and cash equivalent positions to maintain liquidity.
Restricted and unlisted securities, if any, are identified in the statement of investment portfolio. There are no restricted securities
as at December 31, 2010. Leverage decisions, whether such leverage is in the form of bank borrowings or bond or preference share
issues from treasury, are at the discretion of the Company’s Board of Directors.

All financial liabilities other than the preference shares of the Company as at December 31, 2010 and 2009 fall due within
twelve months.

Market risk

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
market interest rates. The Company’s interest-bearing financial assets and financial liabilities expose it to risks associated with the
effects of fluctuations in the prevailing levels of market interest rates on its financial position and cash flows.

As at December 31, 2010, the Company had no investments in debt instruments. As at December 31, 2009, the Company’s
investments in debt instruments were limited to short-term securities, with the longest maturity being under three months.
Since it was anticipated that these securities would be held until maturity and were short-term in nature, the Company had
minimal sensitivity to changes in interest rates.

The Company’s two series of Class A preference shares outstanding both have fixed coupon rates. While they themselves are not
subject to interest rate risk, any new issues, whether or not in connection with the redemption date of an existing series, will be
subject to the prevailing interest rate environment at that time.

Currency risk:

Currency risk arises from financial instruments that are denominated in a currency other than the Canadian dollar, which is the
Company’s reporting currency. The Company is exposed to the risk that the value of securities denominated in other currencies
will fluctuate due to changes in exchange rates. Securities trading in foreign markets are also exposed to currency risk, as the price
in local terms in the foreign market is converted to Canadian dollars to determine fair value. The Company’s policy is not to
enter into any hedging arrangements.

As at December 31, 2010, the Company had an 8.1% (2009 – 5.7%) weighting in foreign currencies. As at December 31, 2010,
had the Canadian dollar strengthened or weakened by 5% in relation to all currencies represented in the portfolio as at December
31, 2010, with all other variables held constant, net assets would have decreased or increased, respectively, by approximately
$2,623,000 or approximately 0.5% of total net assets (2009 - $1,547,000 or approximately 0.4% of total net assets).

Other price risk:

Other price risk is the risk that the fair 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 these changes are caused by factors specific to an
individual investment or its issuer, or by factors affecting all similar instruments traded in a market or market segment. All securities
present a risk of loss of capital. The Manager aims to moderate this risk through careful selection of securities and other
financial instruments within the parameters of the investment strategy and by maintaining a well diversified portfolio.
The maximum risk resulting from financial instruments is equivalent to their fair value. The Company’s equity and debt (if any)
instruments are susceptible to other price risk arising from uncertainty about future prices of the instruments.

The statement of investment portfolio groups the securities by industry sector.

As at December 31, 2010, a 5% increase or decrease in market prices in the investment portfolio, excluding short-term securities,
if any, with all other variables held constant, would have resulted in the net assets of the Company increasing or decreasing,
respectively, by approximately $32,355,000 or approximately 6.5% of total net assets (2009 - $26,045,000 or approximately 6.5%
of total net assets).

Sensitivity analyses are provided for information purposes only. In practice, the actual trading results may differ from this
sensitivity analysis and the difference could be material.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
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Fair value measurements
The Company classifies its investments within a fair value hierarchy, based on the inputs used in their fair value measurement.
The hierarchy of inputs is summarized below:

Level 1: Unadjusted quoted prices at the measurement date in active markets for identical assets

Level 2: Directly or indirectly observable inputs other than quoted prices included in Level 1, such as quoted prices for identical
or similar assets in markets that are not active

Level 3: Inputs for the assets that are not based on observable market data

As at December 31, 2010 and 2009, the fair value of all equity investments and short-term securities of the Company are
classified within Level 1 because their fair values represent quoted prices in active markets for identical assets. Investments
are classified as held for trading and carried at fair value.

All other financial instruments of the Company, which may include cash, receivable on securities sold or payable on securities
purchased, interest and dividends receivable, accounts payable and accrued liabilities, accrued dividends on preference shares and
preference shares, are classified as loans, receivables and financial liabilities as applicable, and are carried at amortized cost which
approximates their fair value.

During the year ended December 31, 2010 and 2009, there were no investments transferred between Level 1 and Level 2.

7 SUPPLEMENTAL CASH FLOW INFORMATION

Included in the net increase (decrease) in cash during the year are the following:

2010 2009
(in thousands of dollars) $ $

Preference share dividends and interest paid 6,413 6,488

Income taxes paid (recovered) - net (3,855) (28,046)

8 CAPITAL MANAGEMENT

The Company considers capital to be comprised of its shareholders’ equity, as well as its outstanding preference shares.
The balances are as follows:

2010 2009
(in thousands of dollars) $ $

Shareholders’ equity 500,049 399,804

Preference shares 150,000 150,000

650,049 549,804

The Company’s primary objective when managing its capital is to ensure that activities are carried out in accordance with
the investment objective of the Company, as described in note 6. In addition, the Company monitors its adherence to the
provisions of the preference shares. In particular, included in the provisions is a dividend payment restriction, which provides
that the Company shall not pay a dividend on its common shares unless after giving effect thereto, the ratio of assets to
obligations (both as defined in the preference shares’ provisions) exceeds 2.5 times. All common share dividend payments
made in 2010 and 2009 were in compliance with this provision.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

9 SECURITIES LENDING

The Company participates in a securities lending program with its custodian, CIBC Mellon Trust Company. Collateral is
held by the custodian as agent for the Company and generally comprises Canadian or provincial government-guaranteed
securities or obligations of other governments with appropriate credit ratings, and other short-term securities, of at least
105% of the fair value of securities on loan. In the event that any of the loaned securities are not returned to the Company
and the value of the collateral held is less than the fair value of the securities not returned, the custodian shall indemnify
the Company for any such shortfall.

The Company had loaned securities with a fair value of $117,930,000 as at December 31, 2010 (2009 - $92,036,000) and
the custodian held collateral of $124,423,000 (2009 - $97,507,000).

10 COMPARISON OF NET ASSET VALUE PER SHARE AND NET ASSETS PER SHARE

In accordance with Section 3.6(1) of National Instrument 81-106, the Company’s net asset value per share, the net assets per
share, calculated in accordance with Canadian GAAP for financial reporting purposes, and an explanation of the differences
between such amounts, are required disclosures in the notes to the financial statements. For investments that are traded in
an active market, Canadian GAAP requires that bid prices be used in the fair value of instruments, rather than the use of the
last traded price, as currently used for the purpose of determining net asset value. This change accounts for the difference
between net asset value and net assets.

2010 2009
$ $

Net asset value per share 24.04 19.27

Canadian GAAP adjustment (0.07) (0.10)

Net assets per share 23.97 19.17
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