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A Message Regarding Your Financial Statements
Dear MD Family of Funds Investor:
As part of our commitment to keeping you informed about your MD fund investments, please ﬁnd attached the
2020 Interim Financial Statements.
The Interim Financial Statements are produced on a fund-by-fund basis, and your report only includes information
on the funds you owned as of June 30, 2020.
If you have any questions regarding these documents, please contact your MD advisor or the MD TradeCentre
at 1 800 267-2332. We thank you for your continued investment in the MD Family of Funds.

Interim Unaudited Financial Statements for the Six-Month Period Ended June 30, 2020

These Interim Unaudited Financial Statements do not contain the Interim Management Report of Fund
Performance (“MRFP”) of the investment fund. If you have not received a copy of the Interim MRFP with this
report, you may obtain a copy of the Interim MRFP at your request, and at no cost, by calling the toll-free number
1 800 267-2332, by writing to us at MD Financial Management Inc., 1870 Alta Vista Drive, Ottawa ON K1G 6R7, by
visiting our website at md.ca or by visiting the SEDAR website at sedar.com. Copies of the Annual Financial
Statements or Annual MRFP may also be obtained, at no cost, using any of the methods outlined above.
Securityholders may also contact us using one of these methods to request a copy of the investment fund’s proxy
voting policies and procedures, proxy voting disclosure record or quarterly portfolio disclosure.
NOTICE OF NO AUDITOR REVIEW OF THE INTERIM FINANCIAL STATEMENTS
MD Financial Management Inc, the Manager of the Fund, appoints independent auditors to audit the Fund’s Annual
Financial Statements. Under Canadian securities laws (National Instrument 81-106), if an auditor has not reviewed
the Interim Financial Statements, this must be disclosed in an accompanying notice. The Fund’s independent
auditors have not performed a review of these Interim Financial Statements in accordance with standards
established by the Canadian Institute of Chartered Accountants.
MD Financial Management Inc. wholly owns or has a majority interest in its seven subsidiaries (the MD Group of
Companies). It provides ﬁnancial products and services, is the fund manager for the MD Family of Funds and oﬀers
investment counselling services. For a detailed list of the MD Group of Companies, visit md.ca.
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund
investments. The rate of return is used only to illustrate the eﬀects of the compound growth rate and is not
intended to reﬂect future values of the mutual fund or returns on investment in the mutual fund. Standard
performance data assumes reinvestment of distributions only and does not take into account sales, redemption,
distribution or optional charges payable by any securityholder which would have reduced returns. Mutual funds are
not guaranteed, their values change frequently and past performance may not be repeated. Please read the
prospectus before investing. You may obtain a copy of the prospectus before investing by calling your MD Advisor
or the MD Trade Centre at 1 800 267-2332.

MD Precision Conservative Index PortfolioTM
Schedule of Investment Portfolio as at June 30, 2020 (unaudited)
(in $000's except for number of units)
Number
of Units

Average
Cost
($)

Fair
Value
($)

EXCHANGE TRADED FUNDS
Equity Funds (2.50%)
BMO MSCI Emerging Markets Index ETF
Total for Equity Funds
Fixed Income Funds (68.19%)
iShares Core Canadian Short Term Bond Index ETF
Total for Fixed Income Funds
Total for Exchange Traded Funds (70.69%)

4,889

97
97

95
95

91,782

2,548
2,548
2,645

2,587
2,587
2,682

32,019
34,226
34,852

326
430
362
1,118
1,118
$3,763

315
449
345
1,109
1,109
$3,791
3
$3,794

MUTUAL FUNDS
Equity Mutual Funds (29.23%)
MDPIM International Equity Index Pool Series A
MDPIM S&P 500 Index Pool Series A
MDPIM S&P TSX Capped Composite Index Pool Series A
Total for Equity Mutual Funds
Total for Mutual Funds (29.23%)
Total for Investments (99.92%)
Cash and Other Net Assets (0.08%)
Total Net Assets Attributable to Holders of Redeemable Units (100.00%)

Percentages shown in brackets relate investments at fair value to net assets of the Fund.
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MD Precision Conservative Index PortfolioTM
Financial Statements

Statement of Financial Position
(unaudited)

Statement of Comprehensive Income
(unaudited)

(in $000's except for units outstanding and per unit amounts)

for the periods ended June 30 (in $000’s except for per unit amounts)

June 30,
2020
Assets
Current assets
Investments
Cash
Dividends receivable
Receivable for investment transactions
Subscriptions receivable

$

Liabilities
Current liabilities
Bank overdraft
Distributions payable

Net assets attributable to holders of
redeemable units

$

10
10
$

Number of redeemable units outstanding
(see Supplementary Schedules)
Net assets attributable to holders of
redeemable units per unit

3,791
5
8
3,804

December 31,
2019

3,794

10.88

Income
Net gain (loss) on investments
Dividends
Income from underlying funds
Net realized gain (loss) on sale of investments
Change in unrealized appreciation (depreciation) of
investments
Net gain (loss) on investments
Total income (loss)

2,965
105
6
8
2
3,086

$

3,085
289,454

$

10.66

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

Expenses
Management fees (Note 4)
Total expenses

1
1

348,625
$

2020

5

2019

28
13
(4)

$

2
2
-

2
39
39

4
8
8

1
1

-

Increase (decrease) in net assets attributable to
holders of redeemable units

$

38

$

8

Increase (decrease) in net assets attributable to
holders of redeemable units per unit

$

0.12

$

0.33

MD Precision Conservative Index PortfolioTM
Financial Statements

Statement of Changes in Net Assets
Attributable to Holders of Redeemable
Units ("Net Assets") (unaudited)

Statement of Cash Flows (unaudited)
for the periods ended June 30 (in $000’s)
2020

for the periods ended June 30 (in $000’s)
2020
SERIES F2
Net assets - beginning of period

$

Add (deduct) changes during the period:
Operations
Increase (decrease) in net assets attributable to
holders of redeemable units
Redeemable unit transactions
Proceeds from issue of redeemable units
Cash paid for redemption of redeemable units
Net assets - end of period

2019

Cash ﬂows from (used in) operating activities

$

2019

3,085

$

Increase (decrease) in net assets attributable
to holders of redeemable units

38

8

1,462
(791)
671
3,794

501
(5)
496
504

$

$

38

$

8

Adjustments for:
Proceeds from sale of investments
Purchase of investments
Reinvested distributions from underlying fund
Net realized (gain) loss on sale of investments
Change in unrealized (appreciation) depreciation
of investments

658
(1,473)
(13)
4

1
(462)
(2)
-

(2)

(4)

1

-

(787)

(459)

1,464

501

(1)
(791)

(5)

Net cash from (used in) ﬁnancing activities

672

496

Net increase (decrease) in cash during the
period

(115)

37

Cash, beginning of period

105

-

Net change in non-cash working capital
Net cash from (used in) operating activities
Cash ﬂows from (used in) ﬁnancing activities
Proceeds from issue of redeemable units
Distributions to holders of redeemable units, net
of reinvested distribution
Cash paid for redemption of redeemable units

Cash (Bank overdraft), end of period
Dividends received, net of withholding taxes

$

(10)
29

$

37
2

The accompanying notes are an integral part of these ﬁnancial statements.
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MD Precision Conservative Index PortfolioTM
Financial Statements – Supplementary Schedules (unaudited)

Redeemable Unit Transactions
for the periods ended June 30

SERIES F2
Outstanding, beginning of period
Issued
Redeemed
Outstanding, end of period

2020

2019

289,454
135,558
(76,387)
348,625

48,486
(454)
48,032

Investment in Unconsolidated
Structured Entities
as at June 30, 2020
Ownership % in the
Investee Funds

Investee Fund
MDPIM International Equity Index Pool
MDPIM S&P 500 Index Pool
MDPIM S&P TSX Capped Composite Index Pool

0.04%
0.04%
0.11%

as at December 31, 2019
Ownership % in the
Investee Funds

Investee Fund
MDPIM International Equity Index Pool
MDPIM S&P 500 Index Pool
MDPIM S&P TSX Capped Composite Index Pool

As at
June 30,
2020
December 31,
2019

Structure Type
Exchange Traded
Funds
Exchange Traded
Funds

0.03%
0.03%
0.09%

Net Asset Value of
Fair Value of
Investee Funds
Fund's
Number of
(Range and
Investment in
Investee Weighted Average) Underlying Funds
Funds
in Billions
(in thousands)
3

1.71 - 2.4 (2.37)

2,682

2

1.23 - 2.27 (2.23)

2,065
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MD Precision Conservative Index PortfolioTM
Financial Instruments Risks (unaudited)
(in $000’s)

Financial Instruments

Concentration Risk

MD Precision Conservative Index Portfolio (the “Fund”) invests in a diversiﬁed
portfolio of ETFs and mutual funds as shown in the Schedule of Investment
Portfolio. The Fund invests excess cash, if any, in high interest demand deposits.
These investments expose the Fund to risks associated with ﬁnancial instruments.
The Fund’s exposure and sensitivity to these risks are presented below. A
description of the risks and how the Fund manages these risks is discussed in Note
8 of the Notes to the Financial Statements.

Concentration risk arises as a result of the concentration of exposures within the
same category. The following table summarizes the Fund’s concentration risk as a
percentage of Net Assets Attributable to Holders of Redeemable Units:
Market Segment

June 30, 2020

Equity Exchange Traded Funds
Equity Mutual Funds
Fixed Income Exchange Traded Funds
Cash and Other Net Assets (Liabilities)
Total

Credit Risk

2.50%
29.23%
68.19%
0.08%
100.00%

December 31, 2019
2.40%
29.18%
64.54%
3.88%
100.00%

The Fund does not have direct investments in debt instruments and therefore does
not have direct exposure to credit risk. The Fund is exposed to indirect credit risk as
some of the underlying funds invest in debt instruments and derivatives. This risk is
professionally managed at the security level by the portfolio managers of the
underlying fund.

Currency Risk
The Fund does not have signiﬁcant assets or liabilities denominated in foreign
currencies and therefore does not have direct exposure to currency risk. The Fund is
exposed to indirect currency risk as the underlying funds invest in ﬁnancial
instruments that are denominated in a currency other than Canadian dollars.

Interest Rate Risk
The Fund is exposed to indirect interest rate risk as certain of the underlying funds
invest in interest-bearing ﬁnancial instruments. This risk is professionally managed
at the security level by the Portfolio Managers of the underlying funds.

Liquidity Risk
The Fund’s ﬁnancial liabilities are all due within one year. Redeemable shares are
redeemable on demand at the holder’s option; however, the Fund does not expect
the contractual maturity will be representative of the actual cash outﬂows, as
holders of these instruments typically retain them for a longer period.

Other Price Risk
As at June 30, 2020, 31.7% (December 31, 2019, 31.6%) of the Fund’s Net Assets
Attributable to Holders of Redeemable Units were invested in equity funds, of which
the underlying securities were traded in active markets. If prices of securities
traded on these markets decrease by 10%, with all other factors remaining
constant, Net Assets Attributable to Holders of Redeemable Units could fall by
approximately $120 (December 31, 2019 - $97). Conversely, if prices increase by
10%, Net Assets Attributable to Holders of Redeemable Units could rise by
approximately $120 (December 31, 2019 - $97). These sensitivities are estimates.
Actual results may vary and the variance may be signiﬁcant.
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MD Precision Conservative Index PortfolioTM
Financial Instruments Risks (unaudited)
(in $000’s)

Fair Value Hierarchy
The following is a summary of the Fund's use of quoted market prices (Level 1),
internal models using observable market information as inputs (Level 2), and
internal models without observable market information (Level 3) in the valuation of
the Fund’s securities. The inputs or methodologies used for valuing securities are
not necessarily an indication of the risk associated with investing in those
securities.
Signiﬁcant
Other
Observable
Inputs
(Level 2)

Quoted Prices in
Active Markets
for Identical
Assets
(Level 1)
June 30, 2020
Exchange Traded Funds
Mutual Funds
Total
December 31, 2019
Exchange Traded Funds
Mutual Funds
Total

$
$

$
$

2,682
1,109
3,791

$

2,065
900
2,965

$

$

$

Total*
-

$

-

$

$

$

2,682
1,109
3,791

2,065
900
2,965

*The Fund does not hold any Level 3 investments.

There have been no signiﬁcant transfers between Level 1 and Level 2 for the periods
January 1, 2020 to June 30, 2020 and January 2, 2019 to December 31, 2019.
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Notes to Financial Statements
For 6 months ended June 30, 2020 and 2019

1. Name and formation of the Funds
ESTABLISHMENT OF THE FUNDS
The MD Family of Mutual Funds (individually a “Fund” and collectively the “Funds”) are unincorporated mutual fund trusts formed under the laws of the province of Ontario
pursuant to the Declarations of Trust, and the creation dates are as follows:
Series A
MD Precision Canadian Balanced Growth Fund
(Formerly MD Balanced Fund)
MD Bond Fund
MD Short-Term Bond Fund
MD Precision Canadian Moderate Growth
Fund (Formerly MD Dividend Income Fund)
MD Equity Fund
MD Dividend Growth Fund
MD International Growth Fund
MD International Value Fund
MD Money Fund
MD Canadian Equity Fund (Formerly MD
Select Fund)

Series I

Series D

Series F2

Series F

September 9, 1992

October 30, 2009

March 19, 2018

May 10, 2017

April 6, 1988

October 30, 2009

March 19, 2018

May 10, 2017

September 19, 1995

October 30, 2009

March 19, 2018

May 10, 2017

September 9, 1992

October 30, 2009

March 19, 2018

May 10, 2017

March 1, 1966

October 30, 2009

March 19, 2018

May 10, 2017

January 4, 2007

October 30, 2009

March 19, 2018

May 10, 2017

July 19, 2000

October 30, 2009

March 19, 2018

May 10, 2017

January 5, 2004

October 30, 2009

March 19, 2018

May 10, 2017

July 12,1983

March 19, 2018

May 24, 2017

October 29, 1993

October 30, 2009

March 19, 2018

May 10, 2017

September 9, 1992

October 30, 2009

March 19, 2018

May 10, 2017

MD American Value Fund

July 10, 2000

October 30, 2009

March 19, 2018

May 10, 2017

MD Strategic Yield Fund

January 30, 2014

January 30, 2014

March 19, 2018

May 10, 2017

MD Strategic Opportunities Fund

January 30, 2014

January 30, 2014

March 19, 2018

May 10, 2017

MD American Growth Fund

MD Precision Conservative Portfolio

January 6, 2010

March 19, 2018

May 24, 2017

May 10, 2017

March 27, 2012

March 19, 2018

May 24, 2017

May 10, 2017

January 6, 2010

March 19, 2018

May 24, 2017

May 10, 2017

MD Precision Moderate Growth Portfolio

March 27, 2012

March 19, 2018

May 24, 2017

May 10, 2017

MD Precision Balanced Growth Portfolio

January 6, 2010

March 19, 2018

May 24, 2017

May 10, 2017

MD Precision Maximum Growth Portfolio

January 6, 2010

March 19, 2018

May 24, 2017

May 10, 2017

MD Precision Balanced Income Portfolio
MD Precision Moderate Balanced Portfolio

MD Fossil Fuel Free Bond Fund

May 11, 2016

May 11, 2016

March 19, 2018

May 10, 2017

MD Fossil Fuel Free Equity Fund

May 11, 2016

May 11, 2016

March 19, 2018

May 10, 2017

MD Precision Conservative Index Portfolio

January 2, 2019

MD Precision Moderate Balanced Index
Portfolio

January 2, 2019

MD Precision Balanced Growth Index Portfolio

January 2, 2019

MD Precision Maximum Growth Index
Portfolio

January 2, 2019

On June 1, 2018, the name of MD Balanced Fund was changed to MD Precision Canadian Balanced Growth Fund and the name of MD Dividend Income Fund was changed to MD
Precision Canadian Moderate Growth Fund. On June 14, 2019, the name of MD Select Fund was changed to MD Canadian Equity Fund.
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Notes to Financial Statements
For 6 months ended June 30, 2020 and 2019

MD Growth Investments Limited ("MD Growth) is a mutual fund corporation incorporated under the laws of Ontario pursuant to the Letters Patent and the series creation
dates are as follows:
Series A
MD Growth Investments Limited

Series I

July 18, 1969

October 30, 2009

May 16, 2018

Series F
May 10, 2017

3. Signiﬁcant accounting policies

MD Financial Management Inc. (“the Manager”) is the Manager and Trustee of the
Funds. As of October 3, 2018, the Manager is a wholly-owned subsidiary of The Bank
of Nova Scotia (“Scotiabank”). The address of the Funds’ registered oﬃce is 40 King
Street West, 8th Floor, Toronto, Ontario.

FUNCTIONAL AND PRESENTATION CURRENCY
The ﬁnancial statements are presented in Canadian dollars, which is the Funds’
functional currency. Cash, investments and other assets and liabilities denominated
in foreign currencies are translated into Canadian dollars at the rate of exchange
prevailing on each valuation date. Transactions during the year in currencies other
than Canadian dollars are translated into Canadian dollars at the rate of exchange
prevailing on the trade date of the transaction. The diﬀerence in the foreign
exchange rate between trade date and settlement date of a transaction is
recognized in income on the Statement of Comprehensive Income. Foreign
exchange gains and losses relating to cash are presented as “Foreign exchange gain
(loss) on cash” and those relating to other ﬁnancial assets and liabilities are
presented within net gains or losses on the sale of investments or derivatives.

Throughout these Notes to the Financial Statements, the shares of MD Growth
Investments Limited have been referred to as “units” to simplify the presentation.
The ﬁnancial statements of the Funds include the Statement of Financial Position as
of June 30, 2020 and December 31, 2019, as applicable, and the Statement of
Comprehensive Income, the Statement of Changes in Net Assets Attributable to
Holders of Redeemable Units and the Statement of Cash Flows for the periods
ended June 30, 2020 and 2019, except for Funds established during either period, in
which case the information provided relates to the period from creation date to June
30, 2020 or 2019. The Schedule of Investment Portfolio for each of the Funds is at
June 30, 2020.

All ﬁnancial information is presented in Canadian dollars and has been rounded to
the nearest thousand, unless otherwise stated.

These ﬁnancial statements were authorized for issue by the Manager on August 6,
2020.

FINANCIAL INSTRUMENTS

SERIES OF UNITS

The Funds classify and measure ﬁnancial instruments in accordance with IFRS 9
"Financial Instruments" (IFRS 9). All ﬁnancial assets and liabilities are recognized in
the Statement of Financial Position when the Funds become party to the contractual
requirements of the instrument. Financial instruments are derecognized when the
right to receive cash ﬂows from the instrument has expired or the Funds have
transferred substantially all the risks and rewards of ownership. As such, investment
purchase and sale transactions are recorded as of the trade date.

“Series A” units are available to all MD Management Ltd. clients who are qualiﬁed
eligible investors.
"Series D" units are available to all MD Management Ltd. clients who are qualiﬁed
eligible investors and who have an MD Direct Trade™ account with MD Management
Ltd.
"Series F" units are available to all MD Management Ltd. clients who are qualiﬁed
eligible investors and who have a fee-based account with MD Management Ltd.
Series F units of MD Money Fund was terminated May 24, 2018.

The Funds classify investments, including derivatives, as fair value through proﬁt or
loss (FVTPL). Investment classiﬁcation is based on both the Funds' business model
for managing those investments and their contractual cash ﬂow characteristics. The
portfolio of investments is managed and performance is evaluatied on a fair value
basis in accordance with the Funds’ investment strategy. The Funds are primarily
focused on fair value information and use that information to assess performance
and to make decisions. The contracual cash ﬂows of the Funds' debt securities are
generally principal and interest, however, the collection of contractual cash ﬂows is
only incidental to achieving the Funds' business model's objective. Consequently, all
investments are measured at FVTPL. Subsequent to initial recognition, investments,
including derivatives, are measured at FVTPL. Gains and losses arising from
changes in the fair value are included in the Statement of Comprehensive Income
for the periods in which they arise.

"Series F2" units are available only to qualiﬁed eligible investors who open an MD
ExO® Direct account with MD Management Ltd.
“Series I” units were established to support the MD Precision Conservative Portfolio,
the MD Precision Moderate Balanced Portfolio, the MD Precision Balanced Growth
Portfolio, the MD Precision Maximum Growth Portfolio, the MD Precision Balanced
Income Portfolio and the MD Precision Moderate Growth Portfolio. These units are
only available to the six Funds listed above and certain institutional investors, and
are not charged management fees.

2. Basis of presentation
These ﬁnancial statements have been prepared in compliance with International
Financial Reporting Standards (IFRS) as published by the International Accounting
Standards Board (IASB). The preparation of these ﬁnancial statements in
accordance with IFRS requires the use of judgment in applying accounting policies
and to make estimates and assumptions concerning the future. Signiﬁcant
accounting judgments and estimates made by the Manager are disclosed in Note 7.
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Series D

The Funds' obligation for net assets attributable to holders of redeemable units is
measured at FVTPL, with fair value being the redemption amount at the reporting
date.
Cash is measured at fair value upon recognition and subsequently at amortized
cost.
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Notes to Financial Statements
For 6 months ended June 30, 2020 and 2019

FAIR VALUE MEASUREMENT

Other ﬁnancial assets and liabilities, such as accrued interest and dividends
receivable, accounts receivable for investment transactions, subscriptions
receivable, amounts receivable for securities lending transactions, distributions
payable, accounts payable for investment transactions and redemptions payable are
recognized initially at fair value, net of transaction costs, and subsequently stated at
amortized cost using the eﬀective interest rate method. Under this method, these
ﬁnancial assets and liabilities reﬂect the amount required to be received or paid,
discounted, when appropriate, at the contracts' eﬀective interest rate.

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. Investments are categorized as FVTPL and are recorded at fair value. In the
case of securities traded in an active market, fair value is based on quoted market
prices at the close of trading on the reporting date as provided by independent
pricing services. The Funds use the last traded market price for both ﬁnancial assets
and ﬁnancial liabilities where the last traded price falls within the 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. In the
case of investments not traded in an active market, or for those securities for which
the Manager feels the latest market prices are not reliable, fair value is estimated
based on valuation techniques established by the Manager. Valuation techniques
established by the Manager are based on observable market data except in
situations where there is no relevant or reliable market data. The value of securities
estimated using valuation techniques not based on observable market data, if any,
is disclosed in the Financial Instruments Risks section of the ﬁnancial statements.

NET ASSETS VERSUS NET ASSET VALUE
The Funds’ accounting policies for measuring the fair value of their investments and
derivatives are identical to those used in measuring the net asset value (NAV) for
transactions with unitholders in accordance with Part 14 of National Instruments
81-106 Investment Funds for Continuous Disclosure ("NI 81-106").
INCOME RECOGNITION
Gains and losses arising from changes in fair value of non-derivative ﬁnancial assets
are shown in the Statements of Comprehensive Income as "Change in unrealized
appreciation (depreciation) of investments" and as "Net realized gain (loss) on sale
of investments" when positions are sold.

FINANCIAL DERIVATIVES INSTRUMENTS

Gains and losses arising from changes in fair value of derivatives are shown in the
Statement of Comprehensive Income as "Change in unrealized appreciation
(depreciation) on derivative instruments" and as Net realized gain (loss) on
derivative instruments" when positions are closed out or have expired, where
applicable.

A derivative is a ﬁnancial contract between two parties, the value of which is derived
from the value of an underlying asset such as equity, bond, commodity, interest rate
or currency. Certain Funds may use derivatives, such as options, futures, forward
contracts, swap contracts, and other similar instruments, in a manner considered
appropriate to achieving the Fund’s investment objectives. Derivatives may be used
to protect a security price, currency exchange rate or interest rate from negative
changes (hedging) or to provide exposure to securities, indices, or currencies
without investing in them directly (non-hedging). Derivatives contain various risks
including the potential inability for the counterparty to fulﬁl their obligations under
the terms of the contract, the potential for illiquid markets and the potential price
risk which may expose the Funds to gains and/or losses in excess of the amounts
shown on the Statement of Financial Position. Derivatives with unrealized gains are
reported as ﬁnancial derivative instruments under current assets and derivatives
with unrealized losses are reported as ﬁnancial derivative instruments under
current liabilities.

The interest for distribution purposes shown on the Statement of Comprehensive
Income represents the coupon interest received by the Funds, accounted for on an
accrual basis. Dividend income and distributions to unitholders are recorded on the
ex-dividend date. Distributions from underlying funds out of interest, foreign income
and related withholding taxes, Canadian dividends and net realized capital gains are
recognized when declared. Realized gains or losses from investment transactions
and the unrealized appreciation or depreciation of investments are computed on an
average cost basis, which exclude brokerage commissions and other trading
expenses. Brokerage commissions and other trading expenses are charged to
income as incurred.

Forward Currency Contracts

OFFSETTING FINANCIAL INSTRUMENTS

Certain Funds may enter into forward currency contracts for either hedging or nonhedging purposes where such activity is consistent with their investment objectives
and as permitted by the Canadian securities regulatory authorities. A forward
currency contract is an agreement between two parties to buy and sell a currency at
a set price on a future date. Investments in forward currency contracts are entered
into with approved counterparties and are recorded at fair value. The fair value of a
forward currency contract ﬂuctuates with changes in foreign currency exchange
rates. The fair value of forward currency contracts is reported as ﬁnancial derivative
instruments in the Statement of Financial Position. Forward currency contracts are
marked to market daily and the changes in fair value of forward currency contracts
are recorded in “Change in unrealized appreciation (depreciation) of derivative
instruments”. Upon closing of the contracts, the accumulated gains or losses are
reported in “Net realized gain (loss) on sale of derivative instruments”. The
contractual amounts of open contracts are disclosed in the Schedule of Investment
Portfolio in the Schedule of Derivative Instruments.

Financial assets and liabilities are oﬀset and the net amount reported in the
statement of ﬁnancial position when the Funds currently have a legally enforceable
right to set-oﬀ the recognized amounts and there is an intention to settle on a net
basis or realize the asset and settle the liability simultaneously. In the normal
course of business, the Funds may enter into various master netting agreements or
similar agreements that do not meet the criteria for oﬀsetting in the statement of
ﬁnancial position but still allow for the related amounts to be set oﬀ in certain
circumstances, such as bankruptcy or termination of the contracts. Financial assets
and liabilities that are subject to master netting or comparable agreements and the
related potential eﬀect of oﬀsetting are disclosed in the respective Fund's
"Supplementary Schedules".
Transactions with counterparties are governed by separate master netting
agreements. Each agreement allows for net settlement of certain open contracts
where the Fund and respective counterparty both elect to settle on a net basis. In
the absence of such an election, contracts will be settled on a gross basis. However,
each party to the master netting agreement will have the option to settle all open
contracts on a net basis in the event of default of the other party.
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Notes to Financial Statements
For 6 months ended June 30, 2020 and 2019

Over the term of the contract, each party will pay to the other party a periodic
stream of payments. Such periodic payments paid or received are accrued daily and
are included in the Statement of Comprehensive Income in Net Interest Income
(Expense) from Swap Contracts. Interest Rate Swaps are disclosed in the Schedule
of Derivative Instruments. The change in value of an interest rate swap contract and
any upfront premium paid or received is included in the Statement of Financial
Position as Financial Derivative Instruments. When the interest rate swap contracts
are closed out, gains or losses, as well as any upfront premiums, are realized and
included in the Statements of Comprehensive Income in Net realized gain (loss) on
derivative instruments.

Futures Contracts
Futures contracts are valued on each valuation day using the closing market price
posted on the related public exchange. The fair value of future contracts is reported
as “Financial Derivative Instruments” in the Statement of Financial Position. All
gains or losses arising from futures contracts are recorded as part of “Change in
unrealized appreciation (depreciation) of derivative instruments” in the Statement
of Comprehensive Income until the contracts are closed out or expire, at which time
the gains or losses are realized and reported as “Net realized gain (loss) on
derivative instruments”.
Credit Default Swaps

Total Return Swaps

Certain Funds may enter into credit default swap contracts, primarily to manage
and/or gain exposure to credit risk where such activity is consistent with their
investment objectives and as permitted by the Canadian securities regulatory
authorities. A credit default swap is an agreement between the Fund and a
counterparty whereby the buyer of the contract receives credit protection and the
seller of the contract guarantees the credit worthiness of a referenced debt
obligation. The underlying referenced debt obligation may be a single issuer of
corporate or sovereign debt, a credit index, or a tranche of a credit index. The credit
risk exposure of a Fund to the referenced asset is comparable to the exposure that
would have resulted if the Fund were invested directly in the referenced debt
obligation. If the Funds are buyers of protection and a credit event occurs, as
deﬁned under the terms of that particular swap agreement, the Funds will either (i)
receive the notional amount of the credit default swap contract from the seller in
exchange for the referenced debt obligation or (ii) receive a net settlement amount
equal to the notional amount of the credit default swap contract less the recovery
amount of value of the referenced debt obligation. If the Funds are sellers of
protection and a credit event occurs, as deﬁned under the terms of that particular
swap agreement, the Funds will either (i) pay to the buyer of protection an amount
equal to the notional amount of the swap and take delivery of the referenced
obligation, other deliverable obligations or underlying securities comprising the
referenced index or (ii) pay a net settlement amount in the form of cash or
securities equal to the notional amount of the swap less the recovery value of the
referenced obligation or underlying securities comprising the referenced index. The
maximum credit risk to the Fund as a seller of protection is the notional amount of
the contract.

Certain Funds may enter into total return swap contracts primarily to manage and/
or gain exposure to the underlying reference asset. An total return swap is an
agreement between the Fund and a counterparty where single or multiple cash
ﬂows are exchanged based on the price of an underlying reference asset and based
on a ﬁxed or variable rate.
Over the term of the contract, the Funds will pay to the counterparty a periodic
stream of payments based on ﬁxed or variable rate. Such periodic payments paid
are accrued daily and are included in the Statement of Comprehensive Income in
Net Interest Income (Expense) from Swap Contracts. At the maturity date, a net
cash ﬂow is exchanged where the total return is equivalent to the return of the
underlying reference asset less a ﬁnancing rate, if any. As a receiver, the Funds
would receive payments based on any net positive total return and would owe
payments in the event of a net negative total return. Total return swaps are disclosed
in the Schedule of Derivative Instruments. The change in value of an total return
swap contract is included in the Statement of Financial Position as Financial
Derivative Instruments. When the total return swap contracts are closed out, gains
or losses are realized and included in the Statements of Comprehensive Income in
Net realized gain (loss) on derivative instruments.
Cross Currency Swaps
Certain Funds may enter into cross currency swap contracts, primarily to manage
and/or gain exposure to currency risk. A cross currency swap is an agreement
between the Fund and a counterparty whereby the parties agree to exchange
interest payments and principal on loans denominated in two diﬀerent currencies.
Over the term of the contract, each party will pay to the other party a periodic
stream of payments. Such periodic payments paid or received are accrued daily and
are included in the Statement of Comprehensive Income in Net Interest Income
(Expense) from Swap Contracts. Cross currency swaps are disclosed in the
Schedule of Derivative Instruments. The change in value of a cross currency swap
contract and any upfront premium paid or received is included in the Statement of
Financial Position as Financial Derivative Instruments. When the cross currency
swap contracts are closed out, gains or losses, as well as any upfront premiums, are
realized and included in the Statements of Comprehensive Income in Net realized
gain (loss) on derivative instruments.

Over the term of the contract, the buyer pays the seller a periodic stream of
payments, provided that no event of default has occurred. Such periodic payments
paid or received are accrued daily and are included in the Statement of
Comprehensive Income in Net Interest Income (Expense) from Swap Contracts.
Credit Default Swaps are disclosed in the Schedule of Derivative Instruments. The
change in value of a credit default swap contract and any upfront premium paid or
received is included in the Statement of Financial Position as Financial Derivative
Instruments. When the credit default swap contracts are closed out, gains or losses,
including upfront premiums, are realized and included in the Statement of
Comprehensive Income in “Net realized gain (loss) on derivative instruments”.
Pursuant to the terms of the credit default swap contract, cash or securities may be
required to be deposited as collateral.

Foreign Currency Option Contracts
Certain Funds may purchase foreign currency options. Purchasing foreign currency
options gives the Fund the right, but not the obligation to buy or sell the currency
and will specify the amount of currency and a rate of exchange that may be
exercised by a speciﬁed date. These options may be used as a hedge against
possible variations in foreign exchange rates or to gain exposure to foreign
currencies.

Interest Rate Swaps
Certain Funds may enter into interest rate swap contracts, primarily to manage
and/or gain exposure to ﬂuctuations in interest rates. An interest rate swap is an
agreement between the Fund and a counterparty whereby the parties agree to
exchange a ﬁxed payment for a ﬂoating payment that is linked to an interest rate
and an agreed upon notional amount.
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REDEEMABLE UNITS

Foreign currency option contracts are disclosed in the Schedule of Derivative
Instruments. The change in value of a foreign currency option contract and any
premiums paid are included in the Statement of Financial Position as Financial
Derivative Instruments. When the foreign currency option contracts are closed out,
gains or losses, as well as any premiums paid, are realized and included in the
Statements of Comprehensive Income in Net realized gain (loss) on derivative
instruments.

Certain Funds issue diﬀerent series of redeemable units, which are redeemable at
the holder’s option and do not have identical rights. Such units are classiﬁed as
ﬁnancial liabilities. Redeemable units can be put back to the Funds at any date for
cash equal to a proportionate share of the Funds’ net asset value attributable to the
series. The redeemable units are carried at the redemption amount that is payable
at the Statement of Financial Position date if the holder exercises the right to put
the unit back to the Funds. Funds with only one series do not meet the criteria to be
classiﬁed as equity as they impose on the Fund the obligation to deliver cash other
than on redemption. Each such Fund must distribute its taxable income to
unitholders annually and has provided unitholders the option to receive such
distributions in cash.

CAPITAL RISK MANAGEMENT
Units issued and outstanding are considered to be the capital of the Funds. The
Funds do not have any speciﬁc capital requirements on the subscription and
redemption of units, other than certain minimum subscription. The Funds’ units are
oﬀered for sale on any business day and may be redeemed or issued at the Net
Asset Value (NAV) per unit for the respective series on that business day. A business
day refers to any day the Toronto Stock Exchange is open for business. The NAV for
each series is computed daily by calculating the value of that series’ proportionate
share of net assets and liabilities of the Fund common to all series less liabilities
attributable to that series. Expenses directly attributable to a series are charged to
that series. Assets, common liabilities, revenues and other expenses are allocated
proportionately to each series based upon the relative NAVs of each series. The NAV
per unit is determined by dividing the NAV of each series of a Fund by the total
number of units of that series outstanding.

INVOLVEMENT IN UNCONSOLIDATED STRUCTURED ENTITIES
A structured entity is an entity that has been designed so that voting or similar
rights are not the dominant factor in deciding who controls the entity, such as when
any voting rights relate to administrative tasks only and the relevant activities are
directed by means of contractual arrangements.
Certain Funds’ investment strategy entails trading in other funds on a regular basis.
The Funds consider all of their investments in other funds (“Investee Funds”) to be
investments in unconsolidated structured entities. The Funds invest in Investee
Funds whose objectives range from conserving principal to maximizing dividend
income to long-term capital growth and whose investment strategies do not include
leverage. The Investee Funds ﬁnance their operations by issuing redeemable units
which are puttable at the holder’s option and entitle the holder to a proportionate
stake in the respective Investee Fund’s net assets. The Funds hold redeemable units
in each of their Investee Funds and the Funds have the right to request redemption
of their investment in Investee Funds daily. The Funds’ investments in Investee
Funds are subject to the terms and conditions of the respective Investee Fund’s
oﬀering documentation. The change in fair value of each Investee Fund is included in
the Statement of Comprehensive Income in “Change in unrealized appreciation
(depreciation) of investments”. The Funds’ maximum exposure to loss from their
interest in Investee Funds is equal to the fair value of their investments in Investee
Funds. Once a Fund has disposed of its shares in an Investee Fund the Fund ceases
to be exposed to any risk from that investee fund.

INCREASE (DECREASE) IN NET ASSETS ATTRIBUTABLE TO HOLDERS OF
REDEEMABLE UNITS PER UNIT
“Increase (decrease) in net assets attributable to holders of redeemable units per
unit” in the Statement of Comprehensive Income represents the increase or
decrease in net assets attributable to holders of redeemable units attributable to
each series of units for the period, divided by the weighted average units
outstanding in that series during the period.
SECURITIES LENDING TRANSACTIONS
A Fund may lend portfolio securities to earn additional income through a securities
lending agreement with its custodian. The aggregate market value of all securities
loaned by the Fund cannot exceed 50% of the assets of the Fund. The Fund receives
collateral in the form of securities deemed acceptable under National Instrument
81-102, “Mutual Funds” (“NI81-102”) of at least 102% of the fair value of securities
on loan. Collateral held is typically government and corporate bonds.

Certain Funds invest in Exchange Traded Funds (“ETFs”) which are disclosed on the
Schedule of Investment Portfolio and these Funds have determined that their
investments in such ETFs are deemed unconsolidated structured entities. These
ETFs replicate, to the extent possible, the performance of the applicable benchmark
indices, or seek to provide long-term capital growth or income, as applicable, by
investing primarily in and holding the constituent securities of the applicable
benchmark indices in substantially the same proportion as they are reﬂected in the
applicable benchmark indices or seek to track the investment results of applicable
benchmark indices. The ETFs ﬁnance their operations by issuing redeemable shares
which are puttable at the holder’s option and entitle the holder to a proportional
stake in the respective ETF’s net asset value. The underlying ETFs are listed on a
recognized public stock exchange.

Income from securities lending is recorded as “Securities lending” on a monthly
basis when it is receivable. Securities lending details are listed in Securities on Loan
included in the supplementary schedules to the ﬁnancial statements. The securities
lending agent earns 20% of the gross income generated through any securities
lending transactions in the Funds.
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Certain Funds invest in mortgage-related and other asset-backed securities
(“MBS”). These securities include mortgage pass-through securities, collateralized
mortgage obligations, commercial mortgage-backed securities, asset-backed
securities, collateralized debt obligations and other securities that directly or
indirectly represent a participation in, or are secured by and payable from, mortgage
loans on real property. The debt and equity securities issued by these securities may
include tranches with varying levels of subordination. These securities may provide
a monthly payment which consists of both interest and principal payments.
Mortgage-related securities are created from pools of residential or commercial
mortgage loans, including mortgage loans made by savings and loan institutions,
mortgage bankers, commercial banks and others. Asset-backed securities are
created from many types of assets, including auto loans, credit card receivables,
home equity loans, and student loans. The Funds’ maximum exposure to loss from
their interest in MBS is equal to the fair value of their investments in such securities
as disclosed on the Schedule of Investment Portfolio.

Fund

A table has been included in the “Supplementary Schedules” section of the ﬁnancial
statements which describes the types of structured entities that the Funds do not
consolidate but in which they hold an interest.

Series A Series D Series F Series F2

MD Dividend Growth Fund

1.24%

0.85%

0.29%

-

MD International Growth Fund

1.59%

0.87%

0.64%

-

MD International Value Fund

1.59%

0.87%

0.64%

-

MD Money Fund

0.49%

0.23%

0.04%

-

MD Canadian Equity Fund
(Formerly MD Select Fund)

1.24%

0.70%

0.29%

-

MD American Growth Fund

1.24%

0.72%

0.29%

-

MD American Value Fund

1.44%

0.72%

0.49%

-

MD Strategic Yield Fund*

1.39%

0.45%

0.44%

-

MD Strategic Opportunities Fund*

1.64%

0.46%

0.69%

-

MD Precision Conservative
Portfolio

1.13%

0.52%

0.18%

0.18%

MD Precision Balanced Income
Portfolio

1.18%

0.59%

0.23%

0.23%

MD Precision Moderate Balanced
Portfolio

1.25%

0.68%

0.30%

0.30%

The Funds pay the Manager management fees for each series of units, other than
Series I. Management fees for Series I units are paid directly by investors. The
management fees cover the cost of managing the Funds, arranging for investment
analysis, recommendations and investment decision making for the Funds,
arranging for distribution of the Funds, marketing and promotoion of the Funds and
providing or arranging for others services for the Funds. The management fee is an
annualized rate based on the net asset value of each series of the Funds. The
management fees paid by the Funds are calculated and accrued daily and payable
weekly.

MD Precision Moderate Growth
Portfolio

1.30%

0.72%

0.35%

0.35%

MD Precision Balanced Growth
Portfolio

1.32%

0.80%

0.37%

0.37%

MD Precision Maximum Growth
Portfolio

1.35%

0.81%

0.40%

0.40%

MD Fossil Fuel Free Bond Fund

0.84%

0.50%

0.04%

-

MD Fossil Fuel Free Equity Fund

1.24%

0.87%

0.29%

-

There is no duplication of management fees between the Funds and the Underlying
Funds held directly by them, if any. Eﬀective June 13, 2019, the Manager is entitiled
to an annual management fee, exclusive of sales taxes, as follows:

MD Precision Conservative Index
Portfolio

-

-

-

0.06%

MD Precision Moderate Balanced
Index Portfolio

-

-

-

0.12%

MD Precision Balanced Growth
Index Portfolio

-

-

-

0.13%

MD Precision Maximum Growth
Index Portfolio

-

-

-

0.14%

4. Expenses
MANAGEMENT FEES

Fund

Series A Series D Series F Series F2

MD Precision Canadian Balanced
Growth Fund (Formerly MD
Balanced Fund)

1.24%

0.89%

0.29%

-

MD Bond Fund

0.84%

0.50%

0.04%

-

MD Short-Term Bond Fund

0.84%

0.45%

0.04%

-

MD Growth Investments Limited

1.24%

0.84%

0.29%

-

MD Precision Canadian Moderate
Growth Fund (Formerly MD
Dividend Income Fund)

1.24%

0.89%

0.29%

-

MD Equity Fund

1.24%

0.70%

0.29%

-

MD Family of Funds | Interim Financial Statements 2020

*The fee disclosed for Series A and Series F is the maximum management fee as
disclosed in the simpliﬁed prospectus. There was a discretionary reduction in fees
for these series and the Manager charged the following: MD Strategic Yield Fund
Series A: 1.39% and Series F: 0.04%, MD Strategic Opportunities Fund Series A;
1.64% and Series F: 0.04%.
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Prior to June 13, 2019, the Manager was entitled to an annual management,
exclusive of sales taxes as follows:
Fund

Fund

Series A Series D Series F Series F2

MD Precision Canadian Balanced
Growth Fund (Formerly MD
Balanced Fund)

1.25%

0.90%

0.30%

-

MD Bond Fund

0.85%

0.51%

0.05%

-

MD Short-Term Bond Fund

0.85%

0.46%

0.05%

-

MD Growth Investments Limited

1.25%

0.85%

0.30%

-

Series A Series D Series F Series F2

MD Fossil Fuel Free Bond Fund

0.85%

0.51%

0.05%

-

MD Fossil Fuel Free Equity Fund

1.25%

0.88%

0.30%

-

MD Precision Conservative Index
Portfolio

-

-

-

0.06%

MD Precision Moderate Balanced
Index Portfolio

-

-

-

0.12%

MD Precision Balanced Growth
Index Portfolio

-

-

-

0.13%

MD Precision Maximum Growth
Index Portfolio

-

-

-

0.14%

MD Precision Canadian Moderate
Growth Fund (Formerly MD
Dividend Income Fund)

1.25%

0.90%

0.30%

-

MD Equity Fund

1.25%

0.71%

0.30%

-

MD Dividend Growth Fund

1.25%

0.86%

0.30%

-

MD International Growth Fund

1.60%

0.88%

0.65%

-

MD International Value Fund

1.60%

0.88%

0.65%

-

MD Money Fund

0.50%

0.24%

0.05%

-

MD Canadian Equity Fund
(Formerly MD Select Fund)

1.25%

0.71%

0.30%

-

MD American Growth Fund

1.25%

0.73%

0.30%

-

MD American Value Fund

1.45%

0.73%

0.50%

-

MD Strategic Yield Fund

1.40%

0.46%

0.45%

-

Fund

MD Strategic Opportunities Fund

1.65%

0.47%

0.70%

-

MD Precision Conservative
Portfolio

1.15%

0.57%

0.20%

0.20%

MD Precision Canadian Balanced
Growth Fund (Formerly MD
Balanced Fund)

0.13%

0.13%

0.13%

-

MD Bond Fund

0.07%

0.07%

0.07%

-

MD Short-Term Bond Fund

0.07%

0.07%

0.07%

-

MD Growth Investments Limited

0.20%

0.20%

0.20%

-

MD Precision Canadian Moderate
Growth Fund (Formerly MD
Dividend Income Fund)

0.13%

0.13%

0.13%

-

MD Equity Fund

0.15%

0.15%

0.15%

-

MD Dividend Growth Fund

0.15%

0.15%

0.15%

-

MD International Growth Fund

0.20%

0.20%

0.20%

-

MD International Value Fund

0.20%

0.20%

0.20%

-

MD Money Fund

0.05%

0.05%

0.05%

-

MD Canadian Equity Fund
(Formerly MD Select Fund)

0.15%

0.15%

0.15%

-

MD American Growth Fund

0.15%

0.15%

0.15%

-

MD American Value Fund

0.15%

0.15%

0.15%

-

MD Strategic Yield Fund

0.10%

0.10%

0.10%

-

MD Strategic Opportunities Fund

0.10%

0.10%

0.10%

-

MD Precision Balanced Income
Portfolio

1.20%

0.64%

0.25%

0.25%

MD Precision Moderate Balanced
Portfolio

1.30%

0.73%

0.35%

0.35%

MD Precision Moderate Growth
Portfolio

1.35%

0.77%

0.40%

0.40%

MD Precision Balanced Growth
Portfolio

1.40%

0.88%

0.45%

0.45%

MD Precision Maximum Growth
Portfolio

1.45%

0.91%

0.50%

0.50%

ADMINISTRATION FEES
The Manager pays certain operating expenses of the Funds in return for
administration fees, calculated as a ﬁxed annual percentage of the Funds' net asset
value. These expenses include regulatory ﬁling fees and other day-to-day operating
expenses including, but not limited to, audit fees, legal fees custodial fees, all
expenses related to the prospectus and to meetings of unitholders, expenses
related to fund accounting, fund valuation, unitholder reporting and record keeping,
IRC fees and other expenses.
The administration fee are accrued daily and paid monthly. The annual rates of the
administration fee, which are a percentage of the net asset value for each series of
units of each Fund, are as follows:
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Fund

• Decisions about the purchase and sale of each Fund's portfolio investments
are made by appointed Portfolio Managers of each Fund. Provided that the
pricing, service and other terms are comparable to those oﬀered by other
dealers, a portion of the portfolio transactions may be executed for the Funds
by a related party to the Funds. In such cases, the related party will receive
commisions from the Funds. Brokerage fees paid to related parties for the
period ended June 30, 2020 and 2019 are as follows (in $000's):

Series A Series D Series F Series F2

MD Precision Conservative
Portfolio

0.13%

0.13%

0.13%

-

MD Precision Balanced Income
Portfolio

0.13%

0.13%

0.13%

-

MD Precision Moderate Balanced
Portfolio

0.13%

0.13%

0.13%

-

MD Precision Moderate Growth
Portfolio

0.13%

0.13%

0.13%

-

MD Precision Balanced Growth
Portfolio

0.13%

0.13%

0.13%

-

MD Precision Maximum Growth
Portfolio

0.13%

0.13%

0.13%

-

MD Fossil Fuel Free Bond Fund

0.07%

0.07%

0.07%

-

MD Fossil Fuel Free Equity Fund

0.20%

0.20%

0.20%

-

MD Precision Conservative Index
Portfolio

-

-

-

-

MD Precision Moderate Balanced
Index Portfolio

-

-

-

-

MD Precision Balanced Growth
Index Portfolio

-

-

-

-

MD Precision Maximum Growth
Index Portfolio

-

-

-

-

Fund

June 30, 2020

June 30, 2019

MD Precision Canadian Balanced Growth
Fund (Formerly MD Balanced Fund)

9

2

MD Precision Canadian Moderate Growth
Fund (Formerly MD Dividend Income
Fund)

28

5

MD Equity Fund

46

17

MD Dividend Growth Fund

15

6

MD Canadian Equity Fund (Formerly MD
Select Fund)

11

-

MD Strategic Yield Fund

4

-

MD Strategic Opportunities Fund

3

3

• The Manager received approval from the Independent Review Committee to
invest the Funds' overnight cash with Scotiabank with interest paid by
Scotiabank to the Funds based on prevailing market rates. The interest earned
by the Funds is included in "Interest for distribution purposes" in the
Statement of Comprehensive Income.
• The Funds may invest in investment funds managed by the Manager, which are
disclosed in the Schedule of Investment Portfolio for the respective Funds.
• Units held by the Manager in the Funds as at June 30, 2020 and December 31,
2019 are disclosed below:

5. Related Party Transactions
Eﬀective October 3, 2018, the Manager is a wholly-owned subsidiary of The Bank of
Nova Scotia ("Scotiabank"). Scotiabank also owns, directly or indirectly, 100% of
Scotia Securities Inc. and Tangerine Investment Funds Limited, each a mutual fund
dealer, and Scotia Capital Inc. (which includes Scotia McLeod and Scotia iTRADE),
an investment dealer.

June 30, 2020

December 31,
2019

MD Precision Conservative Index
Portfolio—Series F2

-

10,000

MD Precision Moderate Balanced Index
Portfolio—Series F2

-

10,000

MD Precision Balanced Growth Index
Portfolio—Series F2

-

10,000

MD Precision Maximum Growth Index
Portfolio—Series F2

-

10,000

Fund

The Manager, on behalf of the Funds, may enter into transactions or arrangements
with other members of Scotiabank or certain companies that are related or
connected to the Manager (each a "related party"). All transactions between the
Funds and the related parties are in the normal course of business and are carried
out at arm's length terms.
• The Manager earns management fees for acting as trustee and manager of
the Funds, as applicable and an administration fee in return for paying certain
operating expenses as detailed in Note 4. The management fee and
administration fee are disclosed in separate lines in the Statement of
Comprehensive Income.

• The Manager has received approval from the Independent Review Committee
for the Funds to purchase securities of related parties, such as investments in
securities of Scotiabank. Any related party securities held by the Funds are
disclosed in the Schedule of Investment Portfolio for the respective Funds. The
Funds are also permitted to enter into derivative transactions with Scotiabank
as counterparty.
• Distributions received from related party funds are included in "Income from
Underlying Funds" in the statement of comprehensive income.
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7. Critical accounting estimates and
judgments

INDEPENDENT REVIEW COMMITTEE
The Manager has established an Independent Review Committee (“IRC”) as
required under National Instrument 81-107, “Independent Review Committee for
Investment Funds” (“81-107”). The IRC reviews conﬂict of interest matters related to
the operations of the Funds. In addition, in some circumstances, in place of
obtaining unitholder approval, a Fund may be reorganized with or its assets
transferred to another mutual fund managed by the Manager or an aﬃliate. This
requires IRC approval, and that unitholders are sent a written notice at least 60 days
before the eﬀective date. The approval of the IRC is also required for a change of
auditor.

The preparation of ﬁnancial statements requires management to use judgment in
applying its accounting policies and to make estimates and assumptions about the
future. These estimates are based on information available as at the date of
issuance of the ﬁnancial statements. Actual results could materially diﬀer from
those estimates. The following discusses the most signiﬁcant accounting
judgments and estimates that the Funds have made in preparing the ﬁnancial
statements:
INVESTMENT ENTITIES

The IRC is composed of ﬁve persons who are independent of the Manager, the Funds
and entities related to the Manager.

In accordance with IFRS 10 "Consolidated Financial Statements", the Manager has
determined that the Funds meet the deﬁnition of an Investment Entity which
requires the Funds obtain funds from one or more investors for the purpose of
providing investment management services, commit to their investors that their
business purpose is to invest funds solely for returns from captial appreciation,
investment income, or both; and measure and evaluate the performance of their
investments on a fair value basis. Consequently, the Funds do not consolidate their
investment in subsidiaries, if any, but instead measure these at fair value through
proﬁt or loss, as required by the accounting standard.

The Manager pays all IRC fees on behalf of the Funds and allocates these fees
equally across each Fund. The Manager recovers these costs via the administration
fee charged to the Funds. For the period ended June 30, 2020, each Fund managed
by the Manager paid approximaterly $1,000 in IRC Fees.
SHORT-TERM TRADING/EARLY REDEMPTION FEE
Clients who redeem or switch units or shares of an MD Fund are charged an early
redemption fee equal to 2.00% of the amount redeemed or switched if the
redemption or switch occurs within thirty (30) days of the date that the units or
shares were purchased or switched. Redemption fees are recorded as income in the
period of early redemption.

FAIR VALUE MEASUREMENT OF SECURITIES AND DERIVATIVES NOT QUOTED IN
AN ACTIVE MARKET
The Funds may, from time to time, hold ﬁnancial instruments that are not quoted in
active markets. The fair value of such securities may be determined by the Funds
using reputable pricing sources or indicative prices from market makers. Broker
quotes obtained from pricing sources may be indicative but not executable or
binding. Where no market data is available, the Fund may value positions using
internal valuation models as determined appropriate by the Manager and based on
valuation methods and techniques generally recognized as standard within the
industry. Models use observable data to the extent practicable; however, the
Manager may be required to make certain assumptions and/or estimates regarding
risks, volatility and correlations as required. Changes in assumptions and estimates
could aﬀect the reported fair values of ﬁnancial instruments. The Funds consider
observable data to be market data that is readily available, regularly distributed or
updated, reliable and veriﬁable and provided by independent sources that are
actively involved in the relevant market.

The early redemption fee does not apply to redemptions or switches:
•
•
•
•

of units of MD Money Fund;
made in connection with any systematic and scheduled withdrawal program;
where the amount of the redemption or switch is less than $10,000; or
made as a result of the recommendation of an MD Financial Consultant or MD
Portfolio Manager related to a ﬁnancial plan.

6. Redeemable units
With the exception of MD Growth Investments Limited, the Funds’ capital is
represented by an unlimited number of authorized units without nominal or par
value. All series of units are redeemable on demand by unitholders at the
redemption amount represented by respective NAV of that series. Each unit entitles
the unitholder to one vote at unitholder meetings and participates equally, with
respect to other units of the same series, in any dividends or distributions,
liquidation or other rights of that series. Distributions on units of a Fund are
reinvested in additional units or at the option of the unitholder, paid in cash. The
Funds' capital is managed in accordance with each of the Funds' investment
objectives, policies and restrictions as outlined in the Funds' prospectus or oﬀering
documents, as applicable. The Funds have no speciﬁc restrictions or speciﬁc capital
requirements on the subscription or redemption of units, other than minimum
subscription requirements.

CLASSIFICATION AND MEASUREMENT OF FINANCIAL INSTRUMENTS
In classifying and measuring ﬁnancial instruments held by the Funds, the Manager
is required to make judgments in determining the most appropriate classiﬁcation in
accordance with IFRS 9. The Manager has assessed the Funds' business model and
considered that the Funds' investments, including derivatives, are managed and
performance evaluated as a group on a fair value basis. The Manager has concluded
that FVTPL in accordance with IFRS 9 provides the most appropriate measurement
and presentation for the Funds' investments.

MD Growth Investments Limited is an incorporated company as opposed to a
mutual fund trust and, as such, has issued share capital.

8. Financial instrument risk

The units of each series of Funds are issued and redeemed at their net asset value
per unit of each series which is determined as of the close of business on each day
that the Toronto Stock Exchange is open for trading. The net asset value per unit is
calculated by dividing the net asset value per series by the total number of
outstanding units in each series. The number of units issued and redeemed are
presented in the Financial Statement–Supplementary Schedules.

The Funds use ﬁnancial instruments in order to achieve their respective investment
objectives. The Funds’ investments are presented in the respective Schedule of
Investment Portfolio, which groups securities by asset type, geographic region and/
or market segment.
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LIQUIDITY RISK

The use of ﬁnancial instruments subjects the Funds to a variety of ﬁnancial
instrument risks. The Funds’ risk management practices include setting investment
policies to limit exposures to ﬁnancial instrument risks and employing experienced
and professional investment advisors to invest the Funds’ capital in securities within
the constraints of investment policies. The Manager regularly monitors the Fund
advisors’ performance and compliance with the investment policies.

Liquidity risk is the risk that the Funds will encounter diﬃculty in meeting
obligations associated with ﬁnancial liabilities that are settled by delivering cash or
another ﬁnancial asset. The Funds' exposure to liquidity risk arises primarily from
the daily cash redemption of units. All Funds’ ﬁnancial liabilities come due within
one year, other than those derivatives with longer maturities as disclosed in the
Schedule of Investment Portfolio. To manage this liquidity requirement, the Funds
invest primarily in liquid securities that can readily be sold in active markets and
each Fund may borrow up to 5% of its NAV. At year end, no Fund had borrowed
against its respective line of credit.

Market disruptions associated with the COVID-19 pandemic have had a global
impact, and uncertainty exists as to the long-term implications. Such disruptions
can adversely aﬀect the ﬁnancial instrument risks associated with each of the
Funds.
The signiﬁcant ﬁnancial instrument risks, to which the Funds are exposed, along
with the speciﬁc risk management practices related to those risks, are presented
below. Fund speciﬁc disclosures are presented in the “Financial Instruments Risks”
section of the ﬁnancial statements.

CURRENCY RISK
Currency risk is the risk that the values of ﬁnancial assets and liabilities
denominated in foreign currencies ﬂuctuate due to changes in foreign exchange
rates. To the extent the Funds hold assets and liabilities denominated in foreign
currencies, the Funds are exposed to currency risk. The Funds may also use forward
contracts at the discretion of the Manager. Each individual Fund’s exposure to
currency risk, if any, is presented in the “Financial Instruments Risks” section of the
ﬁnancial statements.

CREDIT RISK
Credit risk is the risk that a counterparty to a ﬁnancial instrument will not honour its
obligation under the terms of the instrument, resulting in a loss. The Funds are
exposed to credit risk through domestic and foreign bonds, preferred shares,
derivative contracts, cash and short-term investments, amounts due from brokers,
dividends and interest receivable and other receivables. A Fund may engage in
securities lending pursuant to the terms of an agreement which includes
restrictions as set out in the Canadian Securities Legislation. Collateral held is in the
form of highly rated ﬁxed income instruments. All securities under lending
agreements are fully collateralized.

INTEREST RATE RISK
Interest rate risk is the risk that the fair value (measured as the present value) of
cash ﬂows associated with interest bearing ﬁnancial instruments will ﬂuctuate due
to changes in the prevailing market rates of interest. In general, as interest rates
rise, the fair value of interest bearing ﬁnancial instruments will fall. Financial
instruments with a longer term to maturity will generally have a higher interest rate
risk.

Credit risks arising from short-term investments and ﬁxed income securities,
including domestic and foreign bonds and preferred shares, are generally limited to
the fair value of the investments as shown in the Schedule of Investment Portfolio.
The Funds limit exposure to individual issuers/sectors and credit quality ratings. The
credit worthiness of issuers in which the Funds invest are reviewed regularly and the
portfolios are adjusted as required to match the minimum requirement as set forth
in each Fund’s prospectus. Each individual Fund’s exposure to credit risk, if any, is
presented in the Financial Instruments Risk section of the Financial Statements.

The Funds’ interest-bearing ﬁnancial instruments that subject the Funds to interest
rate risk include domestic and foreign bonds and mortgage related and other asset
back securities. The Funds' may also be exposed indirectly to interest rate risk
through their position in interest rate swaps presented in the Schedule of Derivative
Instruments. Short-term money market instruments are also interest bearing and
therefore subject to interest rate risk. However, due to the short-term nature of the
securities, the interest rate risk is generally not signiﬁcant.

Credit risks arising from cash are limited to the carrying value as shown on the
Statement of Financial Position, except in the case of MD Money Fund, where the
credit risk is limited to the fair value of investments as shown on the Schedule of
Investment Portfolio. The Funds manage credit risk on cash and short-term
investments by investing in high grade short-term notes with credit ratings of R-1
(low) or higher as well as limiting exposure to any single issuer.

Interest rate risk management practices employed by the Funds include setting
target durations based on the appropriate benchmark indices and monitoring the
Funds’ durations relative to the benchmarks. If interest rates are anticipated to rise,
the Funds’ durations can be shortened to limit potential losses. Conversely, if
interest rates are anticipated to fall, the durations can be lengthened to increase
potential gains. Each individual Fund’s exposure to interest rate risk, if any, is
presented in the “Financial Instruments Risks” section of the ﬁnancial statements.

Derivative contracts are subject to netting arrangements whereby if one party to a
derivative contract defaults, all amounts with the counterparty are terminated and
settled on a net basis. As such, the maximum credit loss on derivative contracts is
the ﬁnancial derivative instrument asset in the Statement of Financial Position.
Each Fund manages credit risk on derivatives by only entering into agreements with
counterparties that have an approved credit rating. Credit risk on amounts due from
brokers is minimal since transactions are settled through clearinghouses where
securities are only delivered for payment when cash is received.

OTHER PRICE RISK
Other price risk is the risk that the fair value of ﬁnancial instruments may decline
because of changes in market prices of the ﬁnancial instruments, other than
declines due to interest rate risk and currency risk. Other price risk stems from
ﬁnancial instruments’ sensitivity to changes in the overall market (market risk) as
well as factors speciﬁc to the individual ﬁnancial instrument. Other price risk
attributable to individual investments is managed through diversiﬁcation of the
portfolio and security selection and adjustments to fair value when there is
signiﬁcant volatility in international markets after markets are closed. Each
individual Fund’s exposure to other price risk, if any, is presented in the “Financial
Instruments Risks” section of the ﬁnancial statements.

Credit risk related to securities lending transactions is limited by the fact that the
value of cash or securities held as collateral by the Funds in connection with these
transactions is at least 102% of the fair value of the securities loaned. The collateral
and loaned securities are marked to market each business day. The aggregate dollar
value of portfolio securities lent and collateral held is presented in the Financial
Statement–Supplementary Schedules.
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EQUITIES

Details of each Fund’s exposure to ﬁnancial instruments risks including fair value
hierarchy classiﬁcation are available in the “Financial Instruments Risks” section of
the ﬁnancial statements of each Fund.

The Funds’ equity positions are classiﬁed as Level 1 when the security is actively
traded and a reliable price is observable. The Funds subscribe to the services of a
third-party valuation service provider to provide fair value adjustments, when a
deﬁned threshold is met, to the prices of foreign securities due to changes in the
value of securities in North American markets following the closure of the foreign
markets. The parameters used to apply the fair value adjustments are based on
observable market data. Where applicable, the foreign securities will be considered
Level 2 priced securities. The Funds do not hold any securities classiﬁed as Level 3.

FINANCIAL RISKS FROM UNDERLYING MUTUAL FUNDS
Certain Funds may invest in other mutual funds. The Funds’ investments in mutual
funds are subject to the terms and conditions of the respective mutual fund’s
oﬀering documentation and are susceptible to the risks related to the underlying
mutual funds’ ﬁnancial instruments. The Funds’ maximum exposure to loss from
their interests in mutual funds is equal to the total fair value of their investment in
mutual funds. Once the Funds dispose of their shares in an underlying mutual fund,
the Funds cease to be exposed to any risk from that mutual fund. The exposure to
underlying mutual fund investments is disclosed in the “Financial Instruments
Risks” section of the ﬁnancial statements of each Fund.

BONDS AND SHORT-TERM INVESTMENTS
Debt securities generally trade in the OTC market rather than on a securities
exchange. Bonds including government, corporate, convertible and municipal bonds
and notes, bank loans, US and Canadian treasury obligations, sovereign issues and
foreign bonds are normally valued by pricing service providers that use brokerdealer quotations, reported trades and valuations from their internal pricing
models. These internal pricing models use inputs which are observable including
interest rate curves, credit spreads and volatilities. The inputs that are signiﬁcant to
valuation are generally observable and therefore the Funds’ bonds and short-term
investments have been classiﬁed as Level 2, unless the determination of fair value
requires signiﬁcant unobservable input, in which the measurement is classiﬁed as
Level 3.

9. Fair value measurement
The Funds classify fair value measurements within a hierarchy that prioritizes the
inputs to Funds’ valuation techniques used in measuring fair value. Under these
provisions, an entity is required to classify each ﬁnancial instrument into one of
three fair value levels as follows:
Level 1 - for unadjusted quoted prices in active markets for identical assets or
liabilities;
Level 2 - for inputs, other than quoted prices included in Level 1, that are
observable for the asset or liability, either directly (i.e. as prices) or
indirectly (i.e. derived from prices); and,
Level 3 - for inputs that are based on unobservable market data.

INVESTMENTS IN MUTUAL FUNDS AND EXCHANGE TRADED FUNDS
The Funds’ positions in the mutual funds and exchange traded funds are typically in
positions that are actively traded and a reliable price is observable and as such is
classiﬁed as Level 1.

The classiﬁcation of a ﬁnancial instrument is based on the lowest level of input that
is signiﬁcant to the determination of fair value.

FINANCIAL DERIVATIVE INSTRUMENTS
Derivatives consisting of foreign currency forward contracts, interest rate swaps,
credit default swaps and foreign currency options which are valued based primarily
on the contract notional amount, the diﬀerence between the contract rate and the
forward market rate for the same currency, interest rate and credit spreads. These
derivative ﬁnancial instruments have been classiﬁed as Level 2.

All fair value measurements are recurring. The carrying values of cash, receivable
for investment transactions, dividends and interest receivable, subscriptions
receivable, payable for investment transactions, redemptions payable, distributions
payable and the Fund’s obligation for net assets attributable to holders of
redeemable units approximate their fair values due to their short-term nature. Fair
values of securities and derivatives are classiﬁed as Level 1 when the related
security or derivative is actively traded and a quoted price is available. If an
instrument classiﬁed as Level 1 ceases to be actively traded, it is transferred out of
Level 1. In such cases, fair value is determined using observable market data (eg.
transactions for similar securities of the same issuer) and the 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. Changes in
valuation methods may result in transfers into or out of the assets’ or liabilities’
assigned levels. The level summary based on the hierarchy inputs is disclosed in the
"Financial Instrument Risks" section of each Fund.

Futures contracts that are traded on a national securities exchange are stated at the
last reported sale or settlement price on the day of valuation. To the extent these
ﬁnancial derivative instruments are actively traded they are categorized as Level 1.
FAIR VALUATION OF INVESTMENTS (INCLUDING UNLISTED SECURITIES)
If the valuation methods described above are not appropriate, the Funds will
estimate the fair value of an investment using established fair valuation procedures,
such as consideration of public information, broker quotes, valuation models,
discounts from market prices of similar securities or discounts applied due to
restrictions on the disposition of securities, and external fair value service
providers.

Level 3 ﬁnancial instruments are reviewed by the Funds’ fair valuation committee.
The fair valuation committee considers the appropriateness of the valuation model
inputs, as well as the valuation result, using valuation methods recognized as
standard within the industry. Quantitative information about the unobservable
inputs, sensitivity of the fair value measurements to changes in unobservable inputs
and interrelationships between those inputs are disclosed in the supplementary
schedules under “Fair value measurement” if signiﬁcant unobservable inputs are
used when valuing Level 3 ﬁnancial instruments.

The extent of Funds’ use of quoted market prices (Level 1), internal models using
observable market information as inputs (Level 2), and internal models without
observable market information (Level 3) in the valuation of securities is
summarized in each Fund’s ”Financial Instruments Risks” section of the ﬁnancial
statements.
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10. Income Taxes

WITHHOLDING TAXES

Each of the Funds, except MD Growth, qualiﬁes or expects to qualify as a mutual
fund trust under the provisions of the Income Tax Act (Canada) and, accordingly, is
subject to tax on its income for the year, including net realized capital gains which
are not paid or payable to its unitholders as at the end of the year. It is the intention
of the Manager that all annual net investment income and suﬃcient net realizable
taxable capital gains will be distributed to unitholders annually by December 31,
such that there are no Canadian income taxes payable by the Funds. Accordingly,
the Funds do not record Canadian income taxes in their ﬁnancial statements.

The Funds currently incur withholding taxes imposed by certain countries on
investment income and in some cases, capital gains. Such income and gains are
recorded on a gross basis and the related withholding taxes are shown as a separate
expense in the Statement of Comprehensive Income.

11. Soft Dollar Commissions
Soft dollar commissions refers to the portion of total brokerage commissions paid
to certain brokers that was available for payment to third party vendors for
providing research, statistical or investment decision making services. These
services assist the Manager and its sub-advisors with their investment decision
making for the Funds. The soft dollar portion of the commissions paid to dealers for
executing portfolio transactions is not ascertainable for the ﬁrst six months of 2020
and 2019.

MD Growth is a mutual fund corporation for federal income tax purposes and,
accordingly, it is subject to tax at normal corporate rates applicable to mutual fund
corporations on foreign dividends received and interest income, net of expenses. MD
Growth is subject to a tax on taxable dividends received from taxable Canadian
corporations. This tax is recorded as refundable income taxes on the statement of
ﬁnancial position because it is refundable at a rate determined by a formula when
taxable dividends are paid. MD Growth is subject to a tax on capital gains; however,
this tax is refundable if suﬃcient capital gains are distributed to shareholders either
as capital gains dividends or through the redemption of shares. The provision for
income taxes in the Statement of Comprehensive Income is stated after deducting
applicable refundable capital gains taxes. Income taxes are calculated using the
liability method of tax accounting. Temporary diﬀerences between the carrying
values of assets and liabilities for accounting and income tax purposes give rise to
deferred income tax assets and liabilities. Deferred income tax liabilities or assets
are calculated using substantively enacted tax rates expected to apply in the period
that the temporary diﬀerences are expected to reverse.

12. Exemption from ﬁling
MD Precision Conservative Index Portfolio, MD Precision Moderate Balanced Index
Portfolio, MD Precision Balanced Growth Index Portfolio and MD Precision Maximum
Growth Index Portfolio are relying on an exemption in applicable securities
regulation and do not ﬁle these ﬁnancial statements with the securities regulators.

LOSSES CARRIED FORWARD
Capital losses can be carried forward indeﬁnitely to reduce future net realized
capital gains. Non-capital losses for income tax purposes may be carried forward up
to twenty years and applied againsts all sources of income. Since the Funds do not
record income taxes, the tax beneﬁt of capital and non-capital losses have not been
reﬂected in the statement of ﬁnancial position. As of December 31, 2019, the
following Funds have capital and non-capital losses available for carry forward as
presented below:

Fund

Year of
expiry

Non-Capital
Loss $

Capital Loss
$

MD Growth Investments
Limited

n/a

-

259,735

MD Short-Term Bond Fund

n/a

-

11,993

MD Dividend Growth Fund

n/a

-

21,099

MD International Growth
Fund

n/a

-

13,880

MD International Value Fund

n/a

-

38,341

MD American Growth Fund

in 2022 and
thereafter

1,701

113,359

-

32

MD Fossil Fuel Free Bond
Fund

n/a
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