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A NOTE ON FORWARD LOOKING STATEMENTS
This document may contain forward looking statements, including statements regarding: the Fund, its strategies, goals and objectives;
prospects; future performance or condition; possible future actions to be taken by the Fund; and the performance of investments, securities,
issuers or industries in which the Fund may from time to time invest. Forward looking statements include statements that are predictive
in nature, that depend upon or refer to future results, events, circumstances, expectations and performance, or that include words such as
“expects”, “anticipates”, “intends”, “plans”, “believes”, “estimates” or negative versions thereof and other similar wording. Forward looking

circumstances, expectations or performance and are inherently subject to, among other things, risks, uncertainties and assumptions about the
Fund and economic factors. Forward looking statements are not guarantees of future performance, and actual results, events, circumstances,
expectations or performance could differ materially from those expressed or implied in any forward looking statements contained in this
document. Factors which could cause actual results, events, circumstances, expectations or performance to differ materially from those
expressed or implied in forward looking statements include, but are not limited to: general economic, political, market and business factors

condition of each issuer in which the Fund invests; the effects of competition in the industries or geographic areas in which the Fund may invest;
statutory and regulatory developments; unexpected judicial or regulatory proceedings; and catastrophic events. Readers are cautioned that the
foregoing list of factors is not exhaustive and to avoid placing undue reliance on forward looking statements due to the inherent uncertainty of

whether as a result of new information, future developments, or otherwise.
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MIDDLEFIELD CORPORATE PROFILE

Manager which creates investment products designed to balance risk and 

by our own professionals while some involve strategic partnerships with 

Our investment team comprises portfolio managers, analysts and traders. 

Connecticut.  They provide specialized research into sectors of the 

company level research is often non-consensus and provides guidance 
on overall portfolio construction and security selection. 
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AND OUTLOOK
MIDDLEFIELD TSX-LISTED FUNDS

exchange-listed funds is 

and one of which is based in
Jersey, Channel Islands 

mandates differ by asset mix 
including both Canadian and 

securities.

surge into record territory, supported by the highest rate of global growth since 

deregulation across a number of industries and the passing of comprehensive tax 

exacerbated by the growth in passive strategies and complex algorithmic 

economic momentum and corporate earnings growth, the recent volatility supports 
the argument for active management to deliver superior risk-adjusted returns 
during periods of market corrections.

The pace of growth resulted in the Bank of Canada raising interest rates twice 

renegotiations remain challenges, we expect these headwinds to be offset by the 

 
In response to investor demand for a healthcare strategy which balances capital 

the date of inception.
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Unfortunately, Canadian oil and natural gas prices continued to trade at a discount as a result of strained 

companies, there are several projects with the potential to resolve the transportation issues, such as the 

trade at a higher valuation.  

positively skewed by companies in the medical devices and life science tools sectors. Biotech also performed 

allow investors to once again focus on fundamentals, which continue to be attractive for a number of 
companies. 

impressive recovery, with ongoing tailwinds from accommodative monetary policy by the European Central 

sheets and a history of growing dividends.

            

2                                                                                                                                                                                                                                                             

Managing Director and 
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This annual management report of fund performance 
contains financial highlights and should be read in 
conjunction with the complete audited annual financial 
statements of the investment fund that follow this report. 
 
Unitholders may contact us by calling 1-888-890-1868, 
by writing to us at Middlefield Group at one of the 
addresses on the back cover or by visiting our website 
at www.middlefield.com to request a copy of the 
investment fund’s annual financial statements, proxy 
voting policies and procedures, proxy voting disclosure 
record or quarterly portfolio disclosure. 
 
Management’s Discussion of Fund Performance  
 
Investment Objectives and Strategies 
The investment objectives of European Focused 
Dividend Fund (the “Fund”) are to provide holders of 
units with: (i) stable monthly cash distributions; and (ii) 
enhanced long-term total return through capital 
appreciation of the Fund’s investment portfolio. The 
Fund utilizes an investment strategy which focuses 
primarily on investing in dividend-paying securities of 
issuers domiciled in or that derive a significant portion of 
their earnings or revenue from Europe. 
 
Risk 
The Fund is exposed to several risks that may affect its 
performance. The overall risk of the Fund is as 
described in its prospectus dated October 25, 2017. 
Since commencement of operations on November 24, 
2017, the risk factors have not changed. 
 
Market Risk 
Market risk describes the Fund’s exposure to volatility in 
the market value of its underlying securities.  Equity 
markets, interest rates and commodity prices continue 
to exhibit volatility due to macroeconomic uncertainties 
and concerns about higher than expected inflation.  The 
Fund seeks to mitigate risk through active management 
and diversification. 
 
Results of Operations 
Investment Performance  
In respect of the investment portfolio, the asset mix by 
sector has remained materially consistent since 
commencement of operations. The Fund commenced 
operations on November 24, 2017 when it raised $85 
million in an initial public offering. As a result, there are 
no comparative figures for the year ended December 
31, 2016. The total equity of the Fund amounted to $82 
million at December 31, 2017. On a per unit basis, the 
total equity of the Fund was $9.44 at December 31, 
2017. The Fund recorded a net loss on its investment 
portfolio of $44,000 or $0.01 per unit during the period. 

Revenue and Expenses 
Revenue for the period ended December 31, 2017 
amounted to $35,000. Operating expenses for the 
period ended December 31, 2017 amounted to $0.5 
million, which contributed to the management expense 
ratio (“MER”) of 8.11%. The MER is high as a result of 
the inclusion of issuance costs as part of the expenses 
used to calculate the ratio in the period of the initial 
public offering. Excluding issuance and borrowing costs, 
the MER was 2.66% in 2017.  
 
Related Party Transactions 
Pursuant to a management agreement, Middlefield 
Limited (the “Manager”) receives a management fee. 
For further details please see the “Management Fees” 
section of this report. Middlefield Capital Corporation 
(“MCC” or the “Advisor”), the advisor to the Fund and a 
company under common control with the Manager, 
receives advisory fees from the Manager out of the 
management fee. MCC also receives brokerage 
commissions from the Fund in connection with 
securities transactions. All brokerage commissions paid 
by the Fund to MCC were at or below market rates. For 
further details please see the notes to the financial 
statements. 
 
Management Fees 
Management fees are calculated at 1.1% per annum of 
the net asset value of the Fund and are split between 
the Manager and the Advisor. The Manager receives 
fees for the general administration of the Fund, 
including maintaining the accounting records, executing 
securities trades, monitoring compliance with regulatory 
requirements, and negotiating contractual agreements, 
among other things. The Advisor receives fees from the 
Manager for providing investment advice in respect of 
the portfolio in accordance with the investment 
objectives and strategies of the Fund. 
 
Trends 
Financial markets ended 2017 with a broad-based rally 
that saw global equities surge into record territory, 
supported by the highest rate of global growth since 
2010. The rally was accompanied by an increase in 
government bond yields, with the U.S. 10-year Treasury 
bill reaching a high of 2.4% by year-end.   In early 
February 2018, however, volatility returned to equity 
markets, triggered by inflationary concerns and higher 
interest rates.  Market gyrations were also exacerbated 
by the growth in passive strategies and complex 
algorithmic trading products. 
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Recent Developments 
On December 8, 2017, the Fund received approval from 
the Toronto Stock Exchange to make a normal course 
issuer bid for its units. The notice of intent (the “Notice”) 
enables the Fund to purchase up to 850,000 units, 
being 10% of the public float of the units, during the 12 
month period from December 14, 2017 to December 13, 
2018. Unitholders may obtain a copy of the Notice, 
without charge, by contacting the Fund. 
 
Credit Facility  
The Fund has a revolving demand credit facility that 
enables the Fund to borrow up to an amount not 
exceeding 25% of total assets. As at December 31, 
2017, the Fund had a loan payable in the amount of $21 
million representing approximately 20.3% of total assets 
and 25.6% of total equity. The minimum and 

maximum amounts borrowed during 2017 were $nil and 
$21 million, respectively. The loan proceeds were used 
primarily to purchase securities for the investment 
portfolio. The credit facility provides the lender with a 
security interest over the assets of the Fund. 
 
Financial Highlights 
Total Equity is calculated in accordance with 
International Financial Reporting Standards (“IFRS”). 
 
“Net Asset Value” is calculated in accordance with 
section 14.2 of National Instrument 81-106 “Investment 
Fund Continuous Disclosure” (“NI 81-106”) and is used 
for transactional pricing purposes.  
 
The following tables show selected key financial 
information about the Fund and are intended to help 
you understand the Fund’s financial performance for the 
indicated periods. Ratios and Supplemental Data are 
derived from the Fund’s Net Asset Value. 
 

 
 

 
 This information is derived from the Fund’s audited annual financial statements. 
 Total Equity and distributions are based on the actual number of units outstanding at the relevant time. The increase (decrease) 

from operations is based on the weighted average number of units outstanding over the financial period. This schedule is not a 
reconciliation of Total Equity since it does not reflect unitholder transactions as shown on the Statement of Changes in Equity and 
accordingly columns may not add. 

 Distributions were paid in cash/reinvested in additional units of the Fund, or both. 
 For the period November 24, 2017 (date of commencement of operations) to December 31, 2017. 

 
*Initial issue price, net of agents’ fees and initial issue costs. 
 
 

The Fund’s Total Equity per Unit(1)       
     2017(4)

Total Equity, Beginning of Period     $ 9.49*
 
INCREASE (DECREASE) FROM OPERATIONS:    

Total Revenue       0.01 
Total Expenses (excluding distributions)   (0.03)
Realized Gains for the Period   (0.01)
Unrealized Gains for the Period      0.01 
Transaction Costs on Purchase and Sale of Investments   (0.03)
TOTAL INCREASE FROM OPERATIONS (2)    (0.05)
 
DISTRIBUTIONS:       

From Net Investment Income      - 
From Capital Gains      - 
Return of Capital      - 
TOTAL DISTRIBUTIONS (3)      - 
 
Total Equity, End of Period     $ 9.44 
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Ratios and Supplemental Data      
     2017(5) 
Total Assets (000s) (1)    $ 103,280 
Total Net Asset Value (000s) (1)    $ 81,931 
Number of Units Outstanding (1)     8,680,400 
Management Expense Ratio (“MER”) (2)     8.11% 
MER (excluding interest expense and issuance costs) (2)    2.66%
Trading Expense Ratio (3)     3.07% 
Portfolio Turnover Rate (4)     4.45% 
Net Asset Value per Unit    $ 9.44 

 
 This information is provided as at December 31 of the year shown. 
 The MER is based on total expenses (excluding distributions, 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. The MER excluding 
interest expense and issuance costs has been presented separately as it expresses only the ongoing management and 
administrative expenses of the Fund as a percentage of average Net Asset Value. Issuance costs are one-time costs incurred at 
inception, and the inclusion of interest expense does not consider the additional revenues that have been generated from the 
investment of the leverage in income-generating assets.  

 The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an annualized 
percentage of daily average Net Asset Value during the period.  

 The Fund’s portfolio turnover rate indicates how actively the Fund’s portfolio investments are managed. 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 period. The higher the 
Fund’s portfolio turnover rate in a period, the greater the trading costs payable by the Fund in the period, and the greater the 
chance of an investor receiving taxable capital gains in the period. There is not necessarily a relationship between a high turnover 
rate and the performance of a fund. 

 For the period November 24, 2017 (date of commencement of operations) to December 31, 2017. 
 
Past Performance 
The Fund has not presented its historical performance because it commenced operations on November 24, 2017 and 
accordingly has been in existence for less than one year.
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Summary of Investment Portfolio  
 
AS AT DECEMBER 31, 2017 
 
Top Twenty-Five Holdings  
 
DESCRIPTION   % OF NET ASSET VALUE
  1 Siemens AG 3.2
  2 HSBC Holdings plc 3.2
  3 Roche Holding AG 2.9
  4 BNP Paribas S.A. 2.9
  5 BP P.L.C. 2.7
  6 Royal Dutch Shell plc 2.6
  7 Natixis S.A. 2.4
  8 Bristol-Myers Squibb Company 2.3
  9 Taylor Wimpey plc 2.1
10 Lloyds Banking Group plc 2.1
11 UBS Group AG 2.1
12 The British American Tobacco plc 2.1
13 KONE Corporation 2.0
14 GlaxoSmithKline plc 2.0
15 Swedbank AB 2.0
16 Orange SA 2.0
17 DNB ASA 2.0
18 Sanofi S.A. 2.0
19 Societe Generale S.A. 2.0
20 ABN AMRO Group N.V. 2.0
21 CaixaBank, S.A. 2.0
22 Banco Santander S.A. 2.0
23 Vodafone Group Plc 1.9
24 Apple Inc. 1.9
25 Porsche Automobil Holding SE 1.9
"Top Twenty-Five Holdings" excludes any temporary cash investments. 
     
ASSET CLASS      % OF NET ASSET VALUE
Financials 32.3
Industrials 16.5
Healthcare 10.6
Technology 7.3
Consumer Discretionary 6.6
Energy 5.3
Real Estate 5.2
Consumer Staples 5.2
Telecommunication Service 3.9
Materials 2.6
Cash and Short-Term Investments 30.4
Other Net Liabilities (25.9)
 100.0
 
TOTAL NET ASSET VALUE $       81,931,027
 
TOTAL ASSETS  $     103,279,896
The Summary of Investment Portfolio may change over time due to ongoing portfolio transactions.  
Please visit www.middlefield.com for the most recent quarter-end Summary of Investment Portfolio. 
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The accompanying notes to financial statements are an integral part of these financial statements. 
 
Approved by the Board of Directors of Middlefield Limited as Manager: 

          
 
Director: Francisco Z. Ramirez        Director: Catherine E. Rebuldela

Statement of Financial Position 
 
 

  
  

AS AT DECEMBER 31, 2017 
(In Canadian Dollars) 

 
   

     
ASSETS     
Current Assets     
Investments at Fair Value through Profit or Loss   $ 78,286,623 
Cash     24,905,226 
Prepaid Interest    55,709 
Income and Interest Receivable    32,338 
Total Assets    103,279,896 
     
LIABILITIES     
Current Liabilities     
Loan Payable (Note 9)    21,000,000 
Accounts Payable and Accrued Liabilities    348,869 
Total Liabilities    21,348,869 
Net Assets   $ 81,931,027 
     
EQUITY     
Unitholders’ Capital (Note 10)   $ 86,804,000 
Deficit    (4,872,973)
Total Equity   $ 81,931,027 
 
Units Issued and Outstanding     8,680,400 
 
Total Equity per Unit    $ 9.44 
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Statement of Comprehensive Income 
  

  

FOR THE PERIOD NOVEMBER 24, 2017 (DATE OF COMMENCEMENT OF OPERATIONS) TO DECEMBER 31, 2017 
 (In Canadian Dollars)   
   
REVENUE (LOSS)   
Income from Investments $ 61,052 
Interest Income for Distribution Purposes  17,317 
Foreign Exchange Loss on Cash  (93,892)
Other Changes in Fair Value of Financial Assets and  
Financial Liabilities at Fair Value through Profit or Loss   

Net Realized Loss from Investment Transactions  (30,015)
Net Unrealized Gain on Investments  80,111 
Net Unrealized Loss on Foreign Currency Transactions  (49)
Total Revenue   34,524 
   
OPERATING EXPENSES (Note 7)   
Audit Fees  71,281 
Custodial Fees  1,300 
Fund Administration Costs  36,221 
Legal Fees  1,296 
Management Fee  96,761 
Transaction Costs (Note 11)  259,445 
Unitholder Reporting Costs  18,689 
Total Operating Expenses  484,993 
Operating Loss   (450,469)
Finance Costs (Note 9)  1,578 
Loss before Tax  (452,047)
Withholding Taxes  8,606 
 
Loss after Tax $ (460,653)

 
Loss after Tax per Unit (Note 10) $ (0.05)

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



FINANCIAL STATEMENTS 

12 EUROPEAN FOCUSED DIVIDEND FUND 

 

 
Statement of Cash Flows 
 

  

FOR THE PERIOD NOVEMBER 24, 2017 (DATE OF COMMENCEMENT OF OPERATIONS) TO DECEMBER 31, 2017 
(In Canadian Dollars)  2017 
   
CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES   
Loss after Tax $ (460,653)
Adjustments:   

Purchases of Investments  (80,827,784)
Proceeds from Sale of Investments  2,591,257 
Foreign Exchange Loss on Cash  93,941 
Net Realized Loss from Investment Transactions  30,015 
Net Unrealized Gain on Investments  (80,111)

  (78,653,335)
Net Change in Non-Cash Working Capital  318,109 
Net Cash used in Operating Activities  (78,335,226)
   
CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES   
Proceeds from Issue of Trust Units  87,000,000 
Payment of Agents’ Fees  (3,915,000)
Payment of Issue Costs  (500,000)
Repurchase of Trust Units  (193,320)
Proceeds from Loans  20,942,713 
Net Cash from Financing Activities  103,334,393 
Net Increase in Cash  24,999,167 
Foreign Exchange Loss on Cash  (93,941)
Cash at Beginning of Period  - 
 
Cash at End of Period $ 24,905,226 
The accompanying notes to financial statements are an integral part of these financial statements. 

Statement of Changes in Equity 
 

      

FOR THE PERIOD NOVEMBER 24, 2017 (DATE OF COMMENCEMENT OF OPERATIONS) TO DECEMBER 31, 2017 

 (In Canadian Dollars)  Unitholders’ Capital  
 

Deficit  Total 
Balance at July 21, 2017 $ - $ - $ - 
Loss after Tax  -  (460,653)  (460,653)
Repurchase of Trust Units (196,000) 2,680  (193,320)
Proceeds from Issue of Trust Units  87,000,000  -  87,000,000 
Payment of Agents’ Fees  -  (3,915,000)  (3,915,000)
Payment of Issue Costs  - (500,000)  (500,000)
Balance at December 31, 2017 $ 86,804,000 $ (4,872,973) $ 81,931,027 
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Schedule of Investment Portfolio 
 
AS AT DECEMBER 31, 2017 
(In Canadian Dollars) 

Description 
No. of 

Securities  
Average 

Cost  Fair Value 
ABN AMRO Group N.V.  40,000 $ 1,520,451  $ 1,618,873 
Banco Santander S.A.  195,000   1,640,049    1,607,446 
BNP Paribas S.A.  25,000   2,413,093    2,341,422 
CaixaBank, S.A.  275,000   1,626,034    1,609,056 
Credit Suisse Group AG  70,000   1,507,508    1,566,016 
DNB ASA  70,000   1,623,672    1,630,949 
HSBC Holdings plc  200,000   2,534,260    2,599,660 
Intesa Sanpaolo S.p.A.  375,000   1,599,004    1,562,829 
Lloyds Banking Group plc  1,500,000   1,655,798    1,730,339 
Natixis S.A.  200,000   2,033,857    1,984,774 
Societe Generale S.A.  25,000   1,638,100    1,619,249 
Swedbank AB  55,000   1,664,624    1,665,669 
UBS Group AG  75,000   1,655,879    1,729,946 
UniCredit S.p.A.  65,000   1,672,490    1,523,636 
Zurich Insurance Group AG  4,000   1,519,535    1,525,387 
FINANCIALS: 25.6%    26,304,354    26,315,251 
ABB Ltd.  20,000   664,561    671,664 
Babcock International Group plc  130,000   1,574,646    1,554,492 
Covestro AG  10,000   1,278,357    1,294,346 
Deutsche Post AG  20,000   1,197,633    1,196,100 
Ferrovial, S.A.  55,000   1,543,704    1,566,026 
Fraport AG Frankfurt Airport Services Worldwide  5,000   631,201    691,030 
Getlink SE  75,000   1,253,856    1,209,641 
KONE Corporation  25,000   1,653,369    1,684,320 
Schneider Electric SE  10,000   1,075,139    1,066,109 
Siemens AG  15,000   2,619,351    2,621,265 
INDUSTRIALS: 13.1%    13,491,817    13,554,993 
Bristol-Myers Squibb Company  25,000   1,948,904    1,919,511 
GlaxoSmithKline plc  75,000   1,688,159    1,681,144 
Roche Holding AG  7,500   2,422,686    2,376,988 
Sanofi S.A.  15,000   1,702,690    1,621,506 
Thermo Fisher Scientific Inc.  5,000   1,172,649    1,189,545 
HEALTHCARE: 8.5%    8,935,088    8,788,694 
Apple Inc.  7,500   1,644,148    1,590,268 
Capgemini SE  10,000   1,515,932    1,487,828 
International Business Machines Corporation  7,500   1,468,530    1,441,701 
Nokia OYJ  250,000   1,571,271    1,464,659 
TECHNOLOGY: 5.8%    6,199,881    5,984,456 
Hennes & Mauritz AB  40,000   1,223,247    1,036,328 
Marks & Spencer Group plc  200,000   1,083,311    1,067,119 
Porsche Automobil Holding SE  15,000   1,636,922    1,574,790 
Taylor Wimpey plc  500,000   1,652,049    1,749,153 
CONSUMER DISCRETIONARY: 5.3%    5,595,529    5,427,390 
BP P.L.C.  250,000   2,154,799    2,214,831 
Royal Dutch Shell plc  50,000   2,045,980    2,125,847 
ENERGY: 4.2%    4,200,779    4,340,678 
Dream Global Real Estate Investment Trust  25,000   296,907    305,500 
MERLIN Properties SOCIMI, S.A.  75,000   1,250,831    1,275,088 
Primary Health Properties PLC  750,000   1,471,450    1,487,288 
The British Land Company PLC  105,000   1,182,225    1,230,636 
REAL ESTATE: 4.2%    4,201,413    4,298,512 
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Schedule of Investment Portfolio (Continued) 
 
AS AT DECEMBER 31, 2017 
(In Canadian Dollars) 

Description 
No. of 

Securities  
Average 

Cost  Fair Value 
Danone SA  10,000 $  1,059,984  $  1,052,418 
Marine Harvest ASA  70,000   1,598,830    1,490,480 
The British American Tobacco plc  20,000   1,693,329    1,701,017 
CONSUMER STAPLES: 4.1%    4,352,143    4,243,915 
Orange SA  75,000   1,645,363    1,633,354 
Vodafone Group Plc  400,000   1,562,369    1,593,220 
TELECOMMUNICATION SERVICE: 3.1%    3,207,732    3,226,574 
ArcelorMittal  20,000   794,935    815,906 
BHP Billiton Plc  50,000   1,177,277    1,290,254 
MATERIALS: 2.0%    1,972,212    2,106,160 
 
TRANSACTION COSTS (Note 12)   (254,436)  - 
TOTAL INVESTMENT: 75.9%   78,206,512  78,286,623 
CASH: 24.1%   24,905,226  24,905,226 
Total Investment Portfolio, including Cash  $ 103,111,738 $ 103,191,849 
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1.  European Focused Dividend Fund 
European Focused Dividend Fund (the “Fund”) is a closed-end investment trust established under the laws of the 
Province of Alberta on October 25, 2017. Middlefield Limited, a company incorporated in Alberta, is both the manager 
and trustee of the Fund (the “Manager”) and Middlefield Capital Corporation (“MCC”), a company under common control 
with the Manager, is the advisor to the Fund (the “Advisor”). The Fund was listed on the Toronto Stock Exchange and 
effectively commenced operations on November 24, 2017 when it first issued units through an initial public offering. The 
address of the Fund’s registered office is 812 Memorial Drive N.W., Calgary, Alberta. These financial statements, 
expressed in Canadian Dollars, were authorized for issuance by the board of directors of the Manager on March 23, 
2018. 
 
2.  Investment Objectives and Strategy 
The investment objectives of the Fund are to provide holders of units with: (i) stable monthly cash distributions; and (ii) 
enhanced long-term total return through capital appreciation of the Fund’s investment portfolio. The Fund utilizes an 
investment strategy which focuses primarily on investing in securities of issuers domiciled in or that derive a significant 
portion of their revenue from Europe. 
 
3.  Basis of Presentation  
These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”) 
as published by the International Accounting Standards Board (“IASB”) and as required by Canadian securities legislation 
and the Canadian Accounting Standards Board. 
 
4.  Summary of Significant Accounting Policies  
A.  Financial Instruments 
The Fund’s financial instruments may include: short-term investments, fixed income, equities, structured products, 
derivatives (collectively referred to as “investments”), cash, accounts receivable – portfolio securities sold, income and 
interest receivable, accounts receivable, subscriptions receivable, prepaid interest, prepaid expenses, loan payable, 
accounts payable – portfolio securities purchased, accounts payable and accrued liabilities, redemptions payable and 
distributions payable. The Fund recognizes financial instruments at fair value upon initial recognition, plus transaction 
costs in the case of financial instruments measured at amortized cost. Regular way purchases and sales of financial 
assets are recognized at their trade date. The Fund’s investments and derivative assets and liabilities are measured at 
fair value. All other financial assets and liabilities are measured at amortized cost. Under this method, financial assets 
and liabilities reflect the amount required to be received or paid, discounted, when appropriate, at the contract’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 net asset value (“NAV”) for transactions with unitholders. 
 
The Fund only offsets financial assets and financial liabilities if the Fund has a legally enforceable right to offset 
recognized amounts and either intends to settle on a net basis or to realize the asset and settle the liability 
simultaneously. 
 
B.  Fair Value Measurement 
The Fund’s own credit risk and the credit risk of the counterparty are taken into account in determining the fair value of 
financial assets and financial liabilities, including derivative instruments. Investments and futures contracts are valued at 
fair value using the policies described below. 
 
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 are 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 fair value of financial assets and liabilities that are not traded in an active market (for example, over-the-counter 
derivatives) is determined by using valuation techniques. The Fund uses a variety of methods and makes assumptions 
that are based on market conditions existing at each reporting date. Valuation techniques used include the use of 
comparable recent arm’s length transactions, reference to other instruments that are substantially the same, discounted 
cash flow analysis, option pricing models and other valuation techniques commonly used by market participants making 
the maximum use of market inputs and relying as little as possible on entity specific inputs. 
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4.  Summary of Significant Accounting Policies (Continued) 
C.  Unitholder’s Capital 
The Fund’s units are classified as equity as the Fund has full discretion with respect to the extent and timing of the 
repurchase of units and in the determination of whether distributions will be made in cash or units. Incremental costs 
directly attributable to the issue or redemption of units are recognized directly in equity as a deduction from the proceeds 
or part of the acquisition cost. Where the Fund repurchases its own units, the consideration paid, including any directly 
attributable incremental costs is deducted from equity attributable to the Fund’s equity holders until the units are 
cancelled, re-issued or disposed of. Where such units are subsequently sold or reissued, any consideration received is 
included in equity attributable to the Fund’s equity holders. 
 
D. Derivative Transactions 
The Fund may use derivatives, such as forward currency contracts to hedge against losses caused by changes in 
exchange rates. The value of forward currency contracts is the gain or loss that would be realized, if on the valuation 
date, the positions were to be closed out. The change in value of forward currency contracts is included in the Statement 
of Comprehensive Income – Net Unrealized Gain (Loss) on Investments. Realized gains and losses from derivative 
instruments that are specific economic hedges are accounted for in the same manner as the underlying investments 
being hedged and are included in the Statement of Comprehensive Income – Net Realized Gain (Loss) from Investment 
Transactions.  
 
E.  Investment Transactions and Income Recognition 
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. Average cost does not include amortization of premiums or discounts on fixed 
income securities with the exception of zero coupon bonds. The change in the difference between fair value and average 
cost of the investments is recorded as unrealized gain (loss) on investments. Income from investments is recognized on 
the ex-dividend or ex-distribution date. Interest income for distribution purposes shown on the Statement of 
Comprehensive Income represents the interest from bank deposits received by the Fund and, if the Fund holds fixed 
income investments, coupon interest 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. The interest income for distribution purposes is the tax basis of calculating the interest received and 
which is subject to tax. Income distributions received are treated consistently with dividends and interest and recorded in 
income in the Statement of Comprehensive Income. 
 
F.  Profit or Loss after Tax per Unit 
Profit or loss after tax per unit in the Statement of Comprehensive Income represents the profit or loss after tax divided by 
the average units outstanding during the period. 
 
G.  Taxation  
The Fund qualifies as a mutual fund trust under the provisions of the Income Tax Act (Canada). Under the terms of the 
Declaration of Trust, any taxable income of the Fund is distributable monthly to unitholders of record date. The Fund is 
not subject to tax on the income distributed to unitholders. Accordingly, no provision for income taxes is required. 
 
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 separately in the Statement 
of Comprehensive Income. 
 
Distributions received from investment trust units that are treated as a return of capital for tax purposes are used to 
reduce the average cost of the underlying investments on the Schedule of Investment Portfolio. 
 
H.  Foreign Currency Translation 
Foreign currency amounts are translated into Canadian dollars as follows: fair value of investments, forward currency 
contracts and other assets and liabilities, at the closing rate of exchange on each business day; income and expenses, 
and purchases, sales and settlements of investments, at the rate of exchange prevailing on the respective dates of such 
transactions. 
 
I.  Financial Instruments by Category 
The Fund classifies its investments at fair value through profit or loss (“FVTPL”). This category has two sub-categories: 
financial assets and liabilities held for trading and those designated at FVTPL at inception. 
 
A financial asset or liability is classified as held for trading if it is acquired or incurred principally for the purpose of selling 
or repurchasing in the near term or if on initial recognition is part of a portfolio of identifiable financial instruments that are 
managed together and which there is evidence of a recent actual pattern of short-term profit taking. 
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4.  Summary of Significant Accounting Policies (Continued) 
I.  Financial Instruments by Category (Continued) 
Financial assets and financial liabilities designated at FVTPL at inception are financial instruments that are not classified 
as held for trading but are managed, and their performance is evaluated on a fair value basis in accordance with the 
Fund’s investment strategy. The Fund’s derivative financial instruments are classified as held for trading. All other 
investments are designated at FVTPL at inception. All other financial assets are classified as loans and receivables. All 
financial liabilities are classified as “other financial liabilities”. 
 
J.  Critical Accounting Estimates and Judgments 
The preparation of financial statements requires management to use judgment in applying its accounting policies and to 
make estimates and assumptions about the future. The following discusses the most significant accounting judgments 
and estimates that the Fund has made in preparing the financial statements: 
 
Determination of Functional Currency 
‘Functional currency’ is the currency of the primary economic environment in which the Fund operates. If indicators of the 
primary economic environment are mixed, then management uses its judgment to determine the functional currency that 
most faithfully represents the economic effect of the underlying transactions, events and conditions. The majority of the 
Fund’s transactions are denominated in Canadian dollars. Investor subscriptions and redemptions are also received and 
paid in Canadian dollars. Accordingly, management has determined that the functional currency of the Fund is Canadian 
dollars. 
 
Fair Value Measurement of Derivatives and Securities Not Quoted in an Active Market 
The Fund may hold financial instruments that are not quoted in active markets, including derivatives. Fair values of such 
instruments are determined using valuation techniques and may be determined using reputable pricing sources (such as 
pricing agencies) or indicative prices from market makers. Broker quotes as obtained from the pricing sources may be 
indicative and not executable or binding. Where no market data is available, the Fund may value positions using its own 
models, which are usually based on valuation methods and techniques generally recognized as standard within the 
industry. The models used to determine fair values are validated and periodically reviewed by experienced personnel of 
the Manager, independent of the party that created them. The models used for private equity securities are based mainly 
on earnings multiples adjusted for a lack of marketability as appropriate. 
 
Models use observable data, to the extent practicable. However, areas such as credit risk (both own and counterparty), 
volatilities and correlations require the Manager to make estimates. Changes in assumptions about these factors could 
affect the reported fair values of financial instruments. The Fund considers observable data to be market data that is 
readily available, regularly distributed and updated, reliable and verifiable, not proprietary, and provided by independent 
sources that are actively involved in the relevant market. Refer to Note 5 for further information about the fair value 
measurement of the Fund’s financial instruments. 
 
Classification and Measurement of Investments and Application of the Fair Value Option 
In classifying and measuring financial instruments held by the Fund, the Manager is required to make significant 
judgments about whether or not the business of the Fund is to invest on a total return basis for the purpose of applying 
the fair value option for the financial assets under IAS 39, Financial Instruments – Recognition and Measurement. The 
most significant judgment made includes the determination that certain investments are held-for-trading and that the fair 
value option can be applied to those which are not. 
 
K. 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 is included in the Statement of 
Comprehensive Income. 
 



NOTES TO FINANCIAL STATEMENTS  
DECEMBER 31, 2017 

MIDDLEFIELD 2017 ANNUAL REPORT 19 

4.  Summary of Significant Accounting Policies (Continued) 
L.  Future Accounting Changes 
The IASB issued IFRS 9 which replaces IAS 39, the current standard for accounting for financial instruments. The 
standard covers: 
 

 Classification and measurement: requires that financial assets be classified at either amortized cost or fair value 
on the basis of the entity’s business model for managing the financial assets and the contractual cash flow 
characteristic of the financial assets. 
 

 Impairment methodology: replaces the current incurred loss model for impairment of financial assets with an 
expected loss model. 
 

 Hedge accounting: replaces the current rule-based hedge accounting requirements in IAS 39 with guidance that 
more closely aligns the accounting with an entity’s risk management activities. 

 
This standard was effective for annual periods beginning on or after January 1, 2018.  Based on the Manager’s initial 
assessment, IFRS 9 is not expected to have a material impact to the Fund’s financial statements. 
 
5.  Fair Value Disclosure  
The Fund classifies fair value measurements 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 fair value of the Fund’s financial instruments is classified into levels using the following fair value hierarchy: 
 

Level 1 Inputs that reflect unadjusted quoted prices in active markets for identical assets or liabilities that 
are accessible at the measurement date. 

 
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 and where there is little, if any, market activity. Inputs into the 

determination of fair value require significant management judgment or estimation. 
 
The Fund’s investments at fair value as at December 31, 2017 trade in active markets and are therefore classified as 
Level 1. 
 
All fair value measurements are recurring. The carrying values of cash, income and interest receivable, subscriptions 
receivable, accounts receivable, prepaid interest, accounts receivable – portfolio securities sold, loan payable, 
distributions payable, and accounts payable and accrued liabilities, approximate their fair values due to their short-term 
nature. Fair values of Fund’s investments in common shares are classified as Level 1 when the related security 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, instruments are 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. 
 
No transfers between levels have occurred during the period ended December 31, 2017. 
 
6.  Financial Risk Management 
In the normal course of business the Fund is exposed to a variety of financial risks: price risk, interest rate risk, liquidity 
risk, foreign exchange rate risk, credit risk and concentration risk. The Fund’s primary risk management objective is to 
protect earnings and cash flow and, ultimately, unitholder value. Risk management strategies, as discussed below, are 
designed and implemented to ensure the Fund’s risks and related exposures are consistent with its objectives and risk 
tolerance. 
 
Most of the Fund’s risks are derived from its investments. The value of the investments within the Fund’s portfolio can 
fluctuate on a daily basis as a result of changes in interest rates, economic conditions, commodity prices, the market and 
company news related to specific securities held by the Fund. The investments are made in accordance with the Fund’s 
risk management policies. The policies establish investment objectives, strategies, criteria and restrictions. The 
objectives of these policies are to identify and mitigate investment risk through a disciplined investment process and the 
appropriate structuring of each transaction. 
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6.  Financial Risk Management (Continued) 
A.  Price Risk 
Price risk is the risk that changes in the prices of the Fund’s investments will affect the Fund’s income or the value of its 
financial instruments. The Fund’s price risk is driven primarily by volatility in commodity and equity prices. Rising 
commodity and equity prices may increase the price of an investment while declining commodity and equity prices may 
have the opposite effect. The Fund mitigates price risk by making investing decisions based upon various factors, 
including comprehensive fundamental analysis prepared by industry experts to forecast future commodity and equity 
price movements. The Fund’s market positions are monitored on a daily basis by the portfolio manager and regular 
financial reviews of publicly available information related to the Fund’s investments are performed to ensure that any risks 
are within established levels of risk tolerance. The Fund is exposed to price risk through the following financial instrument: 

  2017 
Investments at FVTPL  $       78,286,623 
 
Based on the above exposure at December 31, 2017 a 10% increase or decrease in the prices of the Fund’s investments 
would result in a $7,828,662 increase or decrease in total equity of the Fund, with all other factors held constant. 
 
B.  Interest Rate Risk  
Interest rate risk describes the Fund’s exposure to changes in the general level of interest rates. Interest rate risk arises 
when the Fund invests in interest-bearing financial assets such as cash and utilizes financial liabilities such as loan 
payable. In respect of cash balances and loan payable, the Fund’s interest income and expense are positively correlated 
to interest rates in that rising interest rates increase both interest income and expense while the reverse is true in a 
declining interest rate environment. The Fund has not hedged its exposure to interest rate movements. The Fund seeks 
to mitigate this risk through active management, which involves analysis of economic indicators to forecast Canadian and 
global interest rates. The Fund is exposed to interest rate risk through the following financial instruments: 
 

  2017 
Cash   $       24,905,226 
Loan Payable  (21,000,000)
Net Exposure  $         3,905,226 
 
Based on the above exposure at December 31, 2017, a 1% per annum increase or decrease in interest rates would result 
in a $39,052 increase or decrease in total equity of the Fund, with all other factors held constant. 
 
C.  Liquidity Risk  
Liquidity risk is defined as the risk that the Fund may not be able to settle or meet its obligations when due. The Fund is 
exposed to liquidity risk through its annual and monthly redemptions. The Fund receives 20 business days notice prior to 
the redemption date and has up to 15 business days after the redemption date to settle the redemption. This enables the 
Manager to sell securities held by the Fund to generate cash to settle the redemption, if necessary. The Fund’s 
obligations are due within one year. The Fund has a revolving demand credit facility in the amount of $35 million which is 
secured by a general security agreement. Borrowed amounts under the credit facility are usually due within 90 to 180 
days. Liquidity risk is managed by investing the majority of the Fund’s assets in investments that are traded in an active 
market and can be readily sold. The Fund retains sufficient cash to maintain liquidity and comply with liquidity 
requirements as outlined by securities legislation and its investment policies. 
 
The Fund may invest in securities that are not traded on a public stock exchange or that may be illiquid. As a result, the 
Fund may not be able to dispose of these investments in a timely manner. The Fund mitigates this risk through active 
management, which includes detailed analysis of such entities to ensure they are financially sound and would be 
attractive to potential investors if sale is necessary. The Fund’s investment policies and securities legislation limit the 
amount invested in illiquid securities and these limits are monitored. At December 31, 2017, the Fund did not hold any 
illiquid securities. 
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6.  Financial Risk Management (Continued) 
C.  Liquidity Risk (Continued) 
The tables below present the Fund’s financial liabilities based on the remaining period to the contractual maturity date. 
The amounts in the tables reflect the contractual undiscounted cash flows.  
 
As at December 31, 2017 

Financial Liabilities  
Less than 
1 Month   

1 to 3 
Months  

3 Months 
to  

1 Year  Total 
Loan Payable $ 10,000,000 $ 11,000,000 $ - $ 21,000,000 
Accounts Payable and Accrued Liabilities  348,869  -  -  348,869 
Total $ 10,348,869 $ 11,000,000 $ - $ 21,348,869 
 
The Manager does not expect that the contractual maturity disclosed above will be representative of the actual cash 
outflows, as holders of these instruments, specifically Loan Payable, typically retain them for a longer period. 
 
D.  Foreign Exchange Rate Risk  
Foreign exchange rate risk describes the impact on the underlying value of financial instruments due to foreign exchange 
rate movements. The Canadian dollar is the Fund’s functional and reporting currency. Foreign investments, commodities, 
cash, receivables and payables denominated in foreign currencies are affected by changes in the value of the Canadian 
dollar compared to foreign currencies. As a result, financial assets may depreciate/appreciate in the short-term due to the 
strengthening/weakening of the Canadian dollar against other currencies, and the reverse would be true for financial 
liabilities. The Fund’s exposure to foreign exchange rate risk relates primarily to its investment in securities, which are 
denominated in various foreign currencies. The Fund has not hedged its exposure to currency fluctuations; however, it 
closely monitors relevant foreign exchange currency movements. The Fund is exposed to foreign exchange rate risk 
through the following financial instruments denominated in various foreign currencies: 
 
As at December 31, 2017 

Currency  
Investments 

at FVTPL  Cash  

Income and 
Interest 

Receivable   
Total 

Exposure 
European Euro $ 36,121,671 $ - $ - $ 36,121,671 
U.K. Pound Sterling  22,025,000  -  29,873  22,054,873 
Swiss Franc  7,870,000  -  -  7,870,000 
U.S. Dollar  6,141,025  3,936  799  6,145,760 
Norwegian Krone  3,121,429  -  -  3,121,429 
Swedish Krone  2,701,998  -  -  2,701,998 
Total $ 77,981,123 $ 3,936 $ 30,672 $ 78,015,731 

 
Based on the above exposure at December 31, 2017 a 10% increase or decrease in the Canadian dollar against the 
respective foreign currencies would result in a $7,801,573 decrease or increase in total equity of the Fund, with all other 
factors held constant. 
 
E.  Credit Risk  
Credit risk represents the financial loss that the Fund would experience if a counterparty to a financial asset failed to meet 
its obligations to the Fund. The carrying amounts of financial assets represent the maximum credit exposure. All 
transactions executed by the Fund in listed securities are settled upon delivery using approved brokers. The risk of 
default is considered minimal, as delivery of securities sold is only made once the broker has received payment. Payment 
is made on a purchase only once the broker has received the securities. The trade will fail if either party fails to meet its 
obligations. There is no significant credit risk related to the Fund’s receivables. 
 
The Fund has established various internal controls to help mitigate credit risk, including prior approval of all investments 
by the Advisor whose mandate includes conducting financial and other assessments of these investments on a regular 
basis. The Fund has also implemented policies which ensure that investments can only be made with counterparties that 
have a minimum acceptable credit rating. 
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6.  Financial Risk Management (Continued) 
F.  Concentration Risk  
The Fund is exposed to the possible risk inherent in the concentration of the investment portfolio in a small number of 
industries or investment sectors. The Manager moderates this risk through careful selection of securities in several 
investment sectors. At December 31, 2017, the percentages of the Fund’s total equity invested in each investment sector 
were as follows: 
 
  As a % of Total Equity 
Sector   2017 
Financials  32.3
Industrials  16.5
Healthcare  10.6
Technology  7.3
Consumer Discretionary  6.6
Energy  5.3
Real Estate  5.2
Consumer Staples  5.2
Telecommunication Service  3.9
Materials  2.6
Total    95.5 
 
7.  Management Fee and Operating Expenses 
The Manager provides investment and administrative services to the Fund. In consideration for such services, the 
Manager receives a management fee equal to 1.1% per annum of the NAV, calculated and paid monthly in arrears based 
on the average NAV of the preceding month. The Manager is reimbursed for reasonable costs related to maintaining the 
Fund and preparation and distribution of financial statements and other documents to unitholders. The Fund is 
responsible for the payment of all expenses relating to the operation of the Fund and the carrying on of its business. 
 
8.  Capital Management  
The Fund’s capital is its total equity. The Fund’s objective when managing capital is to safeguard the Fund’s ability to 
continue as a going concern in order to provide returns for unitholders, maximize unitholder value and maintain financial 
strength. The Fund manages and adjusts its capital in response to general economic conditions, the risk characteristics 
of the underlying assets and working capital requirements. Generally speaking, the Fund will reduce leverage when 
investments are likely to decrease in value and will increase leverage when investment appreciation is anticipated. In 
order to maintain or adjust its capital structure the Fund may borrow or repay debt under its credit facility or undertake 
other activities deemed appropriate under the specific circumstances. 
 
The Fund is not subject to externally imposed capital requirements. However, the Fund is subject to bank covenants in 
respect of leverage and is in compliance with these covenants for the period ended December 31, 2017.  
 
9.  Loan Payable  
In 2017, the Fund entered into a revolving demand credit facility with a maximum principal amount of $35 million which is 
secured by a general security agreement. As at December 31, 2017, loans outstanding included bankers’ acceptances 
with a face value of $21 million. The minimum and maximum loans outstanding during 2017 were $nil and $21 million, 
respectively. Finance costs primarily relate to loan interest expenses. 
 
10. Unitholders’ Equity 
The Fund is authorized to issue an unlimited number of transferable, redeemable trust units, each of which represents an 
equal, undivided interest in the total equity of the Fund. All units have equal rights and privileges. 
 
Commencing April 30, 2018, the unitholders of the Fund can acquire additional units by participating in the Distribution 
Reinvestment Plan (the “Plan”). The Plan enables unitholders to reinvest their monthly distributions in additional units of 
the Fund thereby achieving the benefit of compounding returns. The Plan also allows participants to purchase additional 
units for cash. 
 



NOTES TO FINANCIAL STATEMENTS  
DECEMBER 31, 2017 

MIDDLEFIELD 2017 ANNUAL REPORT 23 

10. Unitholders’ Equity (Continued) 
On November 24, 2017, the Fund issued 8.5 million units at $10 per unit for proceeds, net of agents’ fees and issue 
costs, of $80.7 million. On December 21, 2017, the Fund issued 200,000 equity shares at $10 per equity share for 
proceeds, net of agents’ fees, of $1.9 million. During the period ended December 31, 2017, the Fund purchased 19,600 
units pursuant to a normal course issuer bid. 
 
The average number of units outstanding during the period ended December 31, 2017 was 8,555,318. This number was 
used to calculate the Profit after Tax per Unit. 
 
11.  Transaction Costs 
Brokerage commissions and other transaction costs paid in connection with securities transactions during the period 
ended December 31, 2017 amounted to $ $259,445. Included in this amount is $5,763 in brokerage commissions that 
were paid to MCC. All commissions paid by the Fund to MCC were at or below market rates. Brokerage commissions and 
other transaction costs are expensed and recorded in the Statement of Comprehensive Income.  
 
12.  Distributions 
The Fund intends to pay monthly distributions to unitholders in accordance with its investment objectives, starting from 
April 2018. Effective April 30, 2018, distributions of the Fund, at the discretion of the unitholder, can be reinvested in 
additional units of the Fund under the Distribution Reinvestment Plan, without sales charge. For the period ended 
December 31, 2017, distributions amounted to $nil per unit. 
 
13.  Loss Carryforwards 
At December 31, 2017, the Fund had capital losses of $128,897 and non-capital losses of $248,782 available for 
carryforward for tax purposes. The capital losses can be carried forward indefinitely. The expiry date of the non-capital 
losses is as follows: 
 
Expiry Date Amount 
December 31, 2037 $    248,782 
 
14. Comparative Financial Statements 
The Fund commenced operations on November 24, 2017. Accordingly, there are no comparative financial statements for 
the period ended December 31, 2016. 
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