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Management’s Responsibility for Financial Reporting  
August 18, 2023 
 
 
 
 
The accompanying financial statements of the Fund (as defined in Note 1) have been prepared by North 
Growth Management Ltd. (the “Manager”). The Manager of the Funds is responsible for the information 
and representations contained in these financial statements.  
 
The Manager maintains appropriate processes to ensure that relevant and reliable financial information is 
produced. These financial statements have been prepared in accordance with International Financial 
Reporting Standards and include certain amounts that are based on estimates and judgments. The 
significant accounting policies which management believes are appropriate for the Funds are described in 
Note 2 to the financial statements.  
 
The Board of Directors of the Manager is responsible for reviewing and approving the financial 
statements of the Fund (as defined in Note 1) after reviewing management’s report of its financial 
reporting responsibilities.  
 
  
“Erica Lau” 
 
Erica Lau, CFA  
Chief Executive Officer  
North Growth Management Ltd. 
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Notice to Unitholders  
 
 
 
 
The Auditor of the Fund has not reviewed these financial statements.  
 
North Growth Management Ltd., the Manager of the Fund, appoints an independent auditor to audit the 
Funds’ annual financial statements. Applicable securities laws require that if an auditor has not reviewed 
the Funds’ interim financial statements, this must be disclosed in an accompanying notice. 
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June 30, 2023

June 30, December 31,
Note 2023 2022

Assets
Cash 2,772$      1,671$          
Receivable for units issued 84             -               
Receivable for investments sold 3,198        -               
Dividends receivable 46             55                
Equity investments, at fair value (Cost: $43,646; 2022: $52,233) 63,203      67,618          

69,303      69,344          

Liabilities
Accrued liabilities 12 39             44                
Payable for investments purchased 1,900        -               
Payable for units redeemed 10             1                  

1,949        45                
Net assets attributable to holders of redeemable units 67,354$    69,299$        

Represented by:
Net assets attributable to holders of redeemable units
Series F 61,114$    63,644$        
Series D 6,240        5,655            

Net assets attributable to holders of redeemable units per unit
Series F 41.49$      36.32$          
Series D 41.64        36.47            

(Amounts in thousands of Canadian dollars, except per unit amounts) (unaudited)

North Growth U.S. Equity Advisor Fund
Statements of financial position

  
 
 

APPROVED ON BEHALF OF THE MANAGER,   
NORTH GROWTH MANAGEMENT LTD. 
 
 
“Erica Lau” 

    
Erica Lau 
CEO and Director 
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North Growth U.S. Equity Advisor Fund
Statements of comprehensive income
Period ended June 30, 2023
(All amounts in thousands of Canadian dollars, except per unit amounts) (unaudited)

June 30, December 31,
Note 2023 2022

Revenue:
Dividend income 345$         752$             
Interest income 64             35                
Other income -            21                
Foreign exchange (loss) / gain on cash (2)             44                
Trading loss covered by the manager -            20                
Change in fair value of investments

Net realized gain / (loss) 5,614        (1,845)           
Increase / (Decrease) in unrealized appreciation 3,728        (15,618)         

Total revenue 9,749        (16,591)         

Expenses:
Management fees 8,12 239           519               
Withholding taxes 4 53             119               
Trailer fees 8 9               25                
Transaction costs 11 10             51                

Total operating expenses 311           714               
Increase / (Decrease) in net assets attributable to holders of 

redeemable units, from operations excluding distributions 9,438        (17,305)         

Distribution to holders of redeemable units
From net investment income 5 -            (143)             

Increase / (Decrease)  in net assets attributable to holders of redeemable units,
from operations 9,438$      (17,448)$       

Increase / (Decrease) in net assets attributable to holders of redeemable units,
from operations
Series F 8,646$      (14,494)$       
Series D 792           (2,954)           

Increase / (Decrease) in net assets attributable to holders of redeemable units,
from operations (excluding distributions)
Series F 13 8,646$      (14,351)$       
Series D 13 792           (2,954)           

Increase / (Decrease) in net assets attributable to holders of redeemable units per unit,
from operations (excluding distributions)
Series F 13 5.43$        (8.02)$           
Series D 13 5.18          (13.35)             
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Period ended June 30, 2023

Series F Series D
Net assets attributable to holders of redeemable units at beginning of period 63,644$     5,655$       

Increase in net assets attributable to holders of redeemable units, from operations 8,646         792           

Redeemable unit transactions
Proceeds from redeemable units issued 1,280          94                
Redemption of redeemable units (12,456)       (301)            
Net decrease from redeemable unit transactions (11,176)      (207)          

(2,530)       585           
Net assets attributable to holders of redeemable units at end of period 61,114$     6,240$       

Series F Series D
Net assets attributable to holders of redeemable units at beginning of period 74,593$     16,248$     

Decrease in net assets attributable to holders of redeemable units, from operations (14,494)      (2,954)       

Redeemable unit transactions
Proceeds from redeemable units issued 5,981          1,007          
Reinvestment of distributions to holders of redeemable units 46                -              
Inter-series transfer of redeemable units 8,052          (8,052)         
Redemption of redeemable units (10,534)       (594)            
Net increase / (decrease) from redeemable unit transactions 3,545         (7,639)       

Net decrease in net assets attributable to holders of redeemable units (10,949)      (10,593)      
Net assets attributable to holders of redeemable units at end of period 63,644$     5,655$       

North Growth U.S. Equity Advisor Fund
Statements of changes in net assets attributable to holders of redeemable units

(Amounts in thousands of Canadian dollars) (unaudited)

June 30, 2023

December 31, 2022

Net (decrease) / increase in net assets attributable to holders of 
  redeemable units
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Period ended June 30, 2023

June 30, December 31,
2023 2022

Cash provided by / (used in):
Operating activities

Increase / (decrease) in net assets attributable to holders of 
redeemable units, from operations 9,438$         (17,448)$        

Adjust for:
Foreign exchange gain on cash 2                   (44)                  
Net realized (gain) / loss on sale of investments (5,614)          1,845              
Interest income on short term notes -               (7)                    
Dividend income (345)             (752)                
Withholding taxes on dividend income 53                 119                 
Change in unrealized appreciation of investments (3,728)          15,618            
Return of capital -               109                 
Purchase of investments (6,690)          (44,055)           
Proceeds from sale of investments 20,505         44,759            
Unsettled portfolio transactions (1,298)          -                  
Change in accrued liabilities (5)                 (13)                  
Dividends received 354              628                 

Net cash flow provided by operating activities 12,672       759               

Financing activities
Reinvested distributions paid to holders of redeemable units -               46                    
Proceeds from issuances of redeemable units 1,290           7,274              
Amounts paid on redemption of redeemable units (12,748)        (11,157)           

Net cash flow used in financing activities (11,458)      (3,837)           

Foreign exchange gain on cash (2)                 44                    
Net increase / (decrease) in cash 1,214           (3,078)             
Change in unrealized appreciation of cash (111)             28                    
Cash at beginning of year 1,671           4,677              
Cash at end of year 2,772$       1,671$          

North Growth U.S. Equity Advisor Fund
Statements of cash flows

(Amounts in thousands of Canadian dollars) (unaudited)
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Number of Carrying
Shares Foreign Common Shares Cost Value

                  37 Jabil Inc.  $        1,609  $        5,358 
                  17 Applied Materials Inc.                                     919            3,168 
                  53 Ciena Corp.            2,572            3,002 
                    6 Motorola Solutions Inc.            1,016            2,236 
                  16 Horizon Therapeutics, plc            1,634            2,224 
                  32 Coherent Corp.            1,652            2,163 
                  49 HP Inc.            1,361            1,974 
                    3 Nvidia Corp.               548            1,927 
                  39 InMode Ltd.            1,779            1,913 
                  12 Qualcomm Inc.            2,198            1,891 
                  22 Bristol-Myers Squibb Company                            1,584            1,836 
                    5 SolarEdge Technologies Inc.               956            1,815 
                    3 Elevance Health, Inc.               724            1,677 
                    5 FedEx Corp.            1,174            1,559 
                  20 Lumentum Holdings Inc.            2,270            1,495 
                    9 Jacobs Solutions Inc.            1,158            1,480 
                  16 Johnson Controls International plc               837            1,461 
                  13 Best Buy Co., Inc.            1,402            1,424 
                  11 Global Payments Inc.            1,676            1,393 
                    3 RH            1,060            1,370 
                  26 Tempur Sealy International, Inc.               908            1,366 
                    3 Align Technology, Inc.            1,385            1,352 
                  23 Tapestry Inc.               955            1,326 
                   -   Booking Holdings Inc.               931            1,251 

                    5 Texas Instruments Inc.                                     312            1,186 
                    4 Apple Inc.                                                 149            1,140 
                  12 Fortune Brands Innovations, Inc.               900            1,115 
                    2 Microsoft Corporation                                      199            1,113 
                    6 Electronic Arts Inc.               716            1,091 
                  22 Brinker International Inc.               729            1,042 
                    7 Crocs, Inc.               480            1,035 
                  58 Warner Bros. Discovery Inc.            1,069               959 
                    6 Revvity Inc            1,026               931 
                    4 Watts Water Technologies Inc               532               879 
                    3 Charles River Laboratories International, Inc.               908               876 
                  15 Abercrombie & Fitch Co.               343               764 
                   -   NVR Inc.               716               723 

                    1 United Rentals, Inc.               673               684 
                  19 Foot Locker, Inc.               860               666 
                    1 Old Dominion Freight Line, Inc.               382               590 
                    1 West Pharmaceutical Services, Inc.               321               491 
                    1 Biogen Inc.               286               433 
                    1 Ulta Beauty Inc.               326               368 
                  18 Masterbrand, Inc.               240               282 
                  13 Arhaus Inc.               171               174 

Total investments  $      43,646  $      63,203 

North Growth U.S. Equity Advisor Fund
Schedule of equity investment portfolio
June 30, 2023
(Amounts in thousands of Canadian dollars, number of shares expressed in thousands)  (unaudited)

 



North Growth U.S. Equity Advisor Fund 
Notes to the financial statements 
Period ended June 30, 2023 
(Amounts in thousands of Canadian dollars, unless otherwise stated) 
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1. The Fund 

The North Growth U.S. Equity Advisor Fund (the “Fund”) is an open-ended mutual fund established 
under the laws of the Province of British Columbia and is governed by the Declaration of Trust 
dated May 7, 2009 (the “Declaration of Trust”), as amended from time to time. The address of the 
Fund’s registered office is 830 - 505 Burrard Street, Vancouver, British Columbia. The Fund invests 
in equity securities of companies of the United State of America. The financial statements are 
presented in Canadian dollars (“CAD”), which is the Fund’s functional currency. The financial 
statements were authorized for issue by North Growth Management Ltd. (the “Manager”) on  
August 18, 2023. 

For purposes of these financial statements, reference herein to "year" or "years" includes, where 
applicable, “period” or “periods”. 

 
2. Basis of Presentation 

The financial statements of the Fund have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) including International Accounting Standard 34, Interim Financial 
Reporting (“IAS 34”) as published by the International Accounting Standards Board (“IASB”). The 
accounting standards have been applied on a basis consistent with those applied in the Fund’s 
audited financial statements for the year ended December 31, 2022. 

 
3. Significant Accounting Policies 

The accounting policies set out below have been applied consistently to all year in the financial 
statements. 

 
(a) Basis of Measurement 

The financial statements are based on the historical cost basis except for investments which 
are measured at fair value.  
 

(b) Financial instruments 

(i) Recognition and measurement 

Financial instruments are required to be classified into one of the following categories: 
amortized cost, fair value through other comprehensive income (“FVOCI”) or fair value 
through profit or loss (“FVTPL”). All financial instruments are measured at fair value on 
initial recognition. Measurement in subsequent periods depends on the classification of the 
financial instrument. Transaction costs are included in the initial carrying amount of 
financial instruments except for financial instruments classified as FVTPL in which case 
transaction costs are expensed as incurred.  



North Growth U.S. Equity Advisor Fund 
Notes to the financial statements 
Period ended June 30, 2023 
(Amounts in thousands of Canadian dollars, unless otherwise stated) 
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3. Significant Accounting Policies (continued) 
 
(b) Financial instruments (continued) 

(i) Recognition and measurement (continued) 

Financial assets and financial liabilities are recognized initially on the trade date, which is 
the date on which the Fund becomes a party to the contractual provisions of the instrument. 
The Fund derecognizes a financial liability when its contractual obligations are discharged, 
cancelled or expire.  

Financial assets and liabilities are offset and the net amount presented in the statement of 
financial position only when the Fund has a legal right to offset the amounts and intends 
either to settle on a net basis or to realize the asset and settle the liability simultaneously.  

A financial asset is measured at amortized cost if it meets both of the following conditions: 

• it is held within a business model whose objective is to hold assets to collect 
contractual cash flows; and 

• its contractual terms give rise on specified dates to cash flows that are solely payments 
of principal interest on the principal amount outstanding. 

A financial asset is measured at FVOCI if it meets both of the following conditions: 

• it is held within a business model whose objective is to hold assets to collect 
contractual cash flows and selling financial assets; and  

• its contractual terms give rise on specified dates to cash flows that are solely payments 
of principal interest on the principal amount outstanding 

All financial assets not classified as measured at amortized cost or FVOCI as described 
above are measured at FVTPL. On initial recognition the Fund may irrevocably elect to 
measure financial assets that otherwise meets the requirements to be measured at 
amortized cost or at FVOCI as at FVTPL when doing so results in more relevant 
information. 

Financial assets are not reclassified subsequent to their initial recognition, unless the Fund 
changes its business model for managing financial assets, in which case all affected 
financial assets are reclassified on the first day of the first reporting period following the 
change in the business model. 

The Fund has not classified any of its financial assets as FVOCI. 

A financial liability is generally measured at amortized cost, with exceptions that may allow 
for classification as FVTPL. These exceptions include financial liabilities that are 
mandatorily measured at fair value through profit or loss, such as derivatives liabilities. The 
Fund may also, at initial recognition, irrevocably designate a financial liability as measured 
at FVTPL when doing so results in more relevant information. 

  



North Growth U.S. Equity Advisor Fund 
Notes to the financial statements 
Period ended June 30, 2023 
(Amounts in thousands of Canadian dollars, unless otherwise stated) 
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3. Significant Accounting Policies (continued) 

(b)  Financial instruments (continued) 

(ii) Fair value through profit and loss 

Financial instruments classified as FVTPL are subsequently measured at fair value at each 
reporting period with changes in fair value recognized in the Statements of comprehensive 
income in the period in which they occur. The Fund’s investments in securities are 
classified as FVTPL. 

The Fund’s investment in short-term Canadian and U.S. debt securities are valued at their 
fair value. The cost, together with accrued interest, approximates fair value using closing 
prices. 

Fair value is the price that would be received to sell an asset or paid to transfer a liability 
in an orderly transaction between market participants at the measurement date. The fair 
value of financial assets and liabilities traded in active markets (such as publicly traded 
derivatives and marketable securities) 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 Fund’s policy is to recognize 
transfers into and out of the fair value hierarchy levels as of the date of the event or change 
in circumstances giving rise to the transfer. 

(iii) Amortized cost 

Financial assets and liabilities classified as amortized cost are recognized initially at fair 
value plus any directly attributable transaction costs. Subsequent measurement is at 
amortized cost using the effective interest method, less any impairment losses. The Fund 
classifies cash, interest receivable, dividends receivable, and accrued liabilities as 
amortized cost. 

The effective interest method is a method of calculating the amortized cost of a financial 
asset or liability and of allocating interest income or expense over the relevant period. The 
effective interest rate is the rate that discounts estimated future cash payments through 
the expected life of the financial asset or liability, or where appropriate, a shorter period. 

  



North Growth U.S. Equity Advisor Fund 
Notes to the financial statements 
Period ended June 30, 2023 
(Amounts in thousands of Canadian dollars, unless otherwise stated) 
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3. Significant Accounting Policies (continued) 
 

(c) Accounting estimates 

The preparation of financial statements in accordance with IFRS requires management to 
make estimates and assumptions that affect the reported amounts in these financial 
statements. Actual results may differ from these estimates. 

Information about significant areas of estimation uncertainty, and critical judgement in applying 
accounting policies that have the most significant effect on the amounts recognized in the 
financial statements are described in Note 9. 

 
(d) Investment transactions, income, and transaction costs 

Interest income is recognized on an accrual basis using the effective interest method. Dividend 
income is recognized on the date that the right to receive payment is established, which for 
quoted equity securities is usually the ex-dividend date. Investment transactions are recorded 
on the trade date. Realized gains and losses arising from the sale of investments are 
determined on the average cost basis of the respective investments. 

Transaction costs, such as brokerage commissions included in the purchase and sale of 
securities by the Fund, incurred for financial instruments classified as FVTPL, are recognized 
in the Statements of comprehensive income in the year incurred. Transaction costs are 
incremental costs that are directly paid to agents, advisors, brokers, and dealers, levies by 
regulatory agencies and security exchanges, and transfer taxes and duties. 

 
(e) Translation of foreign currencies  

The Fund’s net asset value per unit is calculated in both CAD and United States Dollars 
(“USD”), allowing for subscriptions and redemptions in either currency, at the subscriber’s 
discretion. The CAD is the Fund’s functional and presentation currency. Foreign currency 
assets and liabilities are translated into CAD at the rate of exchange prevailing on the year-end 
date except for the historical costs of investments which are translated at the rate of exchange 
prevailing on the date of purchase. The proceeds from sale of investments and investment 
income in foreign currencies are translated into CAD at the approximate rate of exchange 
prevailing on the dates of such transactions. Gains and losses from transactions in and the 
translation of foreign currencies are considered to be investment transactions and accordingly 
are included in the net gain or loss on investments. 

(f) Redeemable units 

The Fund classifies financial instruments issued as financial liabilities or equity instruments in 
accordance with the substance of the contractual terms of the instruments. The Fund has 
designated the redeemable units as financial liabilities at FVTPL because they are managed 
and their performance evaluated on a fair value basis. The redeemable units provide investors 
with the right to require redemption, subject to available liquidity, for cash at a unit price based 
on the Fund’s valuation policies at each redemption date.   



North Growth U.S. Equity Advisor Fund 
Notes to the financial statements 
Period ended June 30, 2023 
(Amounts in thousands of Canadian dollars, unless otherwise stated) 
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3. Significant Accounting Policies (continued) 
 
(f) Redeemable units (continued) 

Distributions to holders of redeemable units are recognized in the Statements of 
comprehensive income when they are authorized and no longer at the discretion of the 
Manager.  
 
The increase/(decrease) in net assets attributable to holders of redeemable units per unit is 
calculated by dividing the increase/(decrease) in net assets attributable to holders of 
redeemable units by the weighted average number of units outstanding during the year. Refer 
to Note 13 for the calculation. 

(g) Unrealized appreciation or depreciation of investments 

The unrealized appreciation or depreciation of investments represents the aggregate of the 
difference between their average cost and fair value at the end of the reporting date. 

(h) Per unit amounts 

The net asset value per unit is calculated based on the number of units outstanding at the end 
of the year.  

Increase/(decrease) in net assets per unit in the Statements of comprehensive income 
represent the increase/(decrease) in the net assets from operations excluding distributions, 
divided by the average number of units outstanding during the year. Refer to Note 13 for the 
calculation. 

 
4. Taxation 

The Fund is classified as a “Mutual Fund Trust” under the Income Tax Act (Canada). The Fund 
distributes to its unitholders all of its annual taxable income, including its taxable net realized capital 
gains, with the result that the Fund does not pay any income taxes. Accordingly, the Fund does not 
record any income taxes in its financial statements. 

The Fund currently incurs withholding taxes imposed by the United States on dividend income at a 
rate of 15% (2022 - 15%) and from Ireland at a rate of 25% (2022 - 25%). Such dividend income is 
recorded on a gross basis and the related withholding taxes are shown as a separate expense in 
the Statements of comprehensive income. 

  



North Growth U.S. Equity Advisor Fund 
Notes to the financial statements 
Period ended June 30, 2023 
(Amounts in thousands of Canadian dollars, unless otherwise stated) 
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5. Distributions to Unitholders 

The Fund makes annual distributions, typically in December, to unitholders of its taxable net 
investment income and the net realized capital gains on the sale of investments. No distributions 
occur in years when there is no taxable net investment income or net realized capital gain on the 
sale of investments. There were no distributions during the period ended June 30, 2023 (year ended 
December 31, 2022 – investment income: $143). 

Distributed amounts are reinvested in additional units of the Fund unless a unitholder elects to 
receive his or her proportionate share of any distributions in cash. 

 

6. Capital Disclosures   

The capital of the Fund is represented by issued and redeemable units with no par value. The units 
are entitled to distributions, if any, and to payment of a proportionate share of net assets based on 
the Fund’s net asset value per unit upon redemption. The Fund does not have any externally 
imposed capital requirements.  

The relevant movements in capital are shown in the Statement of changes in net assets attributable 
to holders of redeemable units and Note 7. In accordance with its investment objectives and 
strategies, and the financial risk management practices outlined in Note 10, the Fund endeavours 
to invest the subscriptions received in appropriate investments while maintaining sufficient liquidity 
to meet redemptions. 

  



North Growth U.S. Equity Advisor Fund 
Notes to the financial statements 
Period ended June 30, 2023 
(Amounts in thousands of Canadian dollars, unless otherwise stated) 
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7. Redeemable Units 

The Fund has two series of units, Series F and Series D, which are similar in all respects except 
that Series D units have a dealer compensation structure. Both series are only available to investors 
who purchase units from authorized third-party dealers. The number of units of each series that 
may be issued is unlimited. Subscriptions and redemptions may be transacted in either CAD or 
USD. 

During the period ended June 30, 2023, and the year ended December 31, 2022, the number of 
units issued, redeemed and outstanding were as follows: 

   Series F      Series D  
Units outstanding at January 1, 2023 1,752,398.9323   155,073.8760  
Redeemable units issued 33,577.5645   2,308.6645  
Redeemable units redeemed  (313,125.5855)  (7,527.5687) 
Units outstanding at June 30, 2023 1,472,850.9113   149,854.9718  

 
   Series F      Series D  
Units outstanding at January 1, 2022 1,669,706.1665   361,633.1286  
Redeemable units issued 162,202.5742   24,073.3789  
Redeemable units issued on reinvestments 1,231.9410   -  
Redeemable units transferred between series 216,808.1600   (215,783.2365) 
Redeemable units redeemed (297,549.9090)  (14,849.3950) 
Units outstanding at December 31, 2022 1,752,398.9323   155,073.8760  

 
  



North Growth U.S. Equity Advisor Fund 
Notes to the financial statements 
Period ended June 30, 2023 
(Amounts in thousands of Canadian dollars, unless otherwise stated) 
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8. Management Fees and Other Expenses 

The Manager provides trustee, fund accounting, transfer agent, and management services and 
acts as investment advisor. Management fees are calculated daily and payable monthly at an 
annual rate of 0.70% of the net assets of each series of units of the Fund (2022 - 0.70%). 

Trailer fees, a form of dealer compensation, apply only to Series D units and are calculated daily 
and payable monthly at an annual rate of 0.30% of the net asset value of the Series D units  
(2022 - 0.30%).  

For the period ended June 30, 2023, out of its all-in management fee, the Manager has disbursed 
Independent Review Committee fees in the amount of $16 (year ended December 31, 2022 - $21). 

 
9. Financial Instruments 

The following tables present the carrying amounts of the Fund’s financial assets by category as at 
June 30, 2023. All of the Fund’s financial liabilities as at June 30, 2023 were carried at amortized 
cost, except for redeemable units at FVTPL. 
 

Assets Financial assets 
at FVTPL 

Financial assets 
at amortized cost Total 

Equity investments  $           63,203 $           -  $     63,203 
Cash -  2,772 2,772 
Receivable for units issued -     84 84 
Receivable for investments sold -     3,198 3,198 
Dividends receivable -     46 46 
 Total  $            63,203  $      6,100  $   69,303 

 
The following table presents the carrying amounts of the Fund’s financial assets by category at 
December 31, 2022. All of the Fund’s financial liabilities as at December 31, 2022 were carried at 
amortized cost, except for redeemable units at FVTPL. 
 

Assets Financial assets 
at FVTPL 

Financial assets at 
amortized cost Total 

Equity investments  $           67,618 $          -   $    67,618           
Cash - 1,671 1,671 
Dividends receivable - 55 55 
 Total  $          67,618              $       1,726  $   69,344    

 
  



North Growth U.S. Equity Advisor Fund 
Notes to the financial statements 
Period ended June 30, 2023 
(Amounts in thousands of Canadian dollars, unless otherwise stated) 
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9. Financial Instruments (continued) 

Fair Value Measurement 

The Fund classifies fair value measurement within a hierarchy which gives the highest priority to 
unadjusted quoted prices in active markets for identical assets and liabilities (Level 1), and the 
lowest priority to unobservable inputs (Level 3). The three levels of the fair value hierarchy are: 
 
Level 1 Quoted prices (unadjusted) in active markets for identical assets or liabilities; 
 
Level 2  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 Inputs for assets or liabilities that are not based on observable market data 
(unobservable inputs). 

 
As at June 30, 2023 Level 1 Level 2 Level 3 Total 
Equities   $    63,203 $            - $          -  $    63,203 

 
 

As at December 31, 2022 Level 1 Level 2 Level 3 Total 
 Equities   $   67,618 $            - $          -  $    67,618 

 

The carrying amount of the Fund’s cash, accrued interest receivable, dividend, broker receivable, 
receivable for units issued, accrued liabilities and payables for units approximate fair value due to 
the short term nature, and net assets attributable to redeemable units also approximates fair value 
as they are measured at the redemption amount. They are classified as Level 2 in the fair value 
hierarchy. 

All fair value measurements above are recurring. Fair values are classified as Level 1 when the 
related security is actively traded and 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. The Fund only invests 
in Level 1 equities and Level 2 short-term debt. Upon analysis on June 30, 2023 and December 
31, 2022, there was no requirement to reclassify any of the securities in the Fund’s portfolio. 

 

  



North Growth U.S. Equity Advisor Fund 
Notes to the financial statements 
Period ended June 30, 2023 
(Amounts in thousands of Canadian dollars, unless otherwise stated) 
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10. Financial Risk Management 

Investment Strategy 

The Fund aims to achieve long-term capital growth by investing primarily in equity securities of 
United States issuers. All equity securities are subject to normal market fluctuations and present a 
risk of loss of capital. The Manager manages this risk through a careful selection of securities. 
Securities are selected for key fundamental characteristics such as price earnings ratio, earnings 
growth and revenue growth. The goal is to identify securities of quality companies with financial 
strength and strong earnings growth that can be purchased at a reasonable price. The portfolio is 
monitored on a daily basis. 

Financial Risk Management 

The Fund may be exposed to a variety of financial risks that are concentrated in its investment 
holdings. These financial risks include market risk (including interest rate risk, currency risk and 
price risk), liquidity risk, credit risk, and concentration risk. The Fund's overall risk management 
philosophy seeks to minimize the potential adverse effects of these risks on the Fund's financial 
performance. The maximum risk resulting from investing in financial instruments is the fair value of 
the financial instruments. 

The Fund’s risk management practice includes the monitoring of compliance to investment 
guidelines. The Manager manages the potential effects of these financial risks on the Fund’s 
performance by employing and overseeing professional and experienced portfolio managers that 
regularly monitor the Fund’s positions, market events and diversify investment portfolios within the 
constraints of the investment guidelines. 
 
Interest Rate Risk 

Interest rate risk represents the potential loss resulting from fluctuations in interest rates and has 
the greatest impact on longer term debt instruments.  
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10. Financial Risk Management (continued) 
 
Currency Risk 

The Fund invests primarily in securities denominated in USD and their value, expressed in CAD, is 
affected by changes in the rate of exchange between the Canadian and USD. When the value of 
the CAD falls in relation to the USD, then the value of the U.S. investments rises. When the value 
of the CAD rises, the value of the U.S. investments falls. Currency risk represents the potential loss 
that the Fund could incur from fluctuations in the CAD versus the USD exchange rate. The Fund 
does not attempt to manage this risk. 

The table below indicates the foreign currency to which the Fund had significant exposure at June 
30, 2023 and December 31, 2022, in CAD terms. The table also illustrates the potential impact on 
the net assets attributable to holders of redeemable units if the CAD had strengthened or weakened 
by 10% in relation to the foreign currency with all other variables being held constant. 
 

  Exposure 
Impact of 10% change in CAD on net 

assets attributable to holders of 
redeemable units 

  

Investments Cash and 
receivables Total Investments Cash and 

receivables Total 

USD-  
Juen 30, 2023 $ 63,203 $ 3,931 $ 67,134 $ 6,320 $ 393 +/- $ 6,713 

% of net assets 
attributable to 
holders of 
redeemable units 

93.84 5.84 99.67 9.38 0.58 9.97 

USD-  
December 31, 2022 $ 67,618 $ 1,671 $ 69,289 $ 6,762 $ 167 +/- $ 6,929 

% of net assets 
attributable to 
holders of 
redeemable units 

97.57 2.41 99.98 9.76 0.24 10.00 
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10. Financial Risk Management (continued) 

Other Price Risk 

The Fund is exposed to price risk, which is the risk that the fair value of equity securities will be 
affected by changes in general market conditions. Changes in market conditions are influenced by 
corporate developments, changes in interest rates, changes in the level of inflation, and other 
political and economic developments. Equity securities in certain companies or companies within 
a certain industry may fluctuate differently because of changes in outlook for those individual 
companies or the particular industry. The share price of companies with smaller market 
capitalization (< $2,000,000) is usually more volatile than that of more established companies with 
larger market capitalization. 

Smaller companies may be developing new products that have not yet been tested in the 
marketplace or their products may quickly become obsolete. They may also have limited resources, 
including limited access to funds or unproven management. Smaller companies may trade less 
frequently and in smaller volume than shares of large companies. They may have few shares 
outstanding so a sale or purchase of shares may have a greater impact on the share price. The 
value of shares in small capitalization companies may rise and fall dramatically. 

The Fund’s overall exposure to small capitalization companies at the end of the preceding two 
years were as follows: 

Year   Fair Value ($)   Net Assets (%) 
Investments at July 30, 2023 455  0.68 
Investments at December 31, 2022 2,007  2.97 

 

Management does not believe that there is a good way of predicting potential future relationships 
between the Fund's net assets and any given indices. Calculation of market risk is consistent with 
the industry norm of using a Beta calculation which is calculated based on observed historical 
changes in value in relationship to a given index. Management calculated the 3-year Beta of the 
Fund in relation to the S&P 500 Composite Index at 1.11 (December 31, 2022 - 1.04). Based on 
this number and, assuming all other variables are held constant, portfolio theory implies that a 10% 
move in the Index would have the following impact on net assets: 

 
  Change in Impact on 

Year Benchmark Benchmark (%) Net Assets ($) 
June 30, 2023 S&P 500 +/- 10.00 +/- 7,016 
December 31, 2022 S&P 500 +/- 10.00 +/- 7,032 

 

The benchmark selected represents a general view of the Fund's investable universe. The S&P 
500 Composite Index tracks the common share price of 500 leading United States companies. The 
Fund is not managed to mimic this benchmark. 
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10. Financial Risk Management (continued) 

 
Liquidity Risk 

Liquidity risk represents the potential loss stemming from the lack of marketability of an investment 
that cannot be bought or sold quickly enough to prevent or minimize a loss. The value of securities 
is subject to greater fluctuation if they are not traded regularly. The Fund invests the majority of its 
assets in investments that are traded in an active market and can be readily disposed of.  

There can be no assurance that an active trading market for the investments will exist at all times, 
or that the prices at which the securities trade accurately reflect their values. Thin trading in a 
security could make it difficult to liquidate holdings quickly. 

The Fund has no restrictions with regards to the market capitalization of its investments. If the Fund 
becomes more highly concentrated in stocks of companies with smaller market capitalization, 
liquidity risk will increase. 

The tables below analyze the Fund's financial liabilities into relevant maturity groupings based on 
the remaining period to the contractual maturity date. The amounts in the table are the contractual 
undiscounted cash flows. 

 
June 30, 2023       

Financial liabilities   
On 

demand < 3 months  Total 
Accrued liabilities  -   $           39  $           39 
Payable for investments purchased  -   1,900  1,900 
Payable for units redeemed  -   10  10 
  -   1,949  1,949 
 
December 31, 2022       

Financial liabilities   
On 

demand < 3 months  Total 
Accrued liabilities  -   $           44  $           44 
Payable for units redeemed  -   1  1 
  -   45  45 

 
Credit Risk 

Credit risk represents the potential loss that the Fund would incur if the counterparties failed to 
perform in accordance with the terms of their obligations to the Fund. 

Payments to brokers for securities purchased are only made upon delivery of the securities to the 
Fund. Delivery to brokers for securities sold is only made once the Fund has received payment 
from the broker. Therefore, the risk of default is considered minimal. 

Credit risk is generally associated with derivative contracts and debt securities, such as bonds.   
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10. Financial Risk Management (continued) 
 

 
Concentration Risk 

Concentration risk arises as a result of the concentration of exposure within the same category, 
whether it is geographic location, product type, or industry sector. The following is a summary of 
the Fund’s concentration risk: 

Market Segment 
June 30, 

2023 
December 31, 

2022 
Capital Goods   6.69% 7.51% 
Clean Energy 2.70% 3.33% 
Consumer Cyclical 6.50% 7.40% 
Consumer Discretionary 1.07% 3.80% 
Consumer Durables 6.39% 6.34% 
Healthcare 17.42% 18.88% 
Media/Entertainment 1.43% 1.35% 
Retail 5.19% 5.55% 
Technology 43.26% 40.57% 
Transportation 3.19% 2.85% 
Other Net Assets 6.16% 2.42% 

 
Capital Risk Management 

Units issued and outstanding are considered to be capital of the Fund. The Fund does not have 
any special capital requirements on the subscription and redemption of units, other than certain 
minimum subscription requirements. Unitholders are entitled to require payment of the net asset 
value per unit of the Fund for all or any of the units of such unitholder by giving written notice to the 
Manager. The written notice must be received no later than 3:00 p.m., EST (12:00 p.m. Pacific), on 
the valuation day upon which the units are to be redeemed. Additionally, the notice must be 
irrevocable. The units are redeemed for cash equal to a pro rata share of the Fund’s NAV. 

 

11. Portfolio Transactions 

Commissions paid to investment dealers and brokers during the period ended June 30, 2023 
amounted to $10 (year ended December 31, 2022 - $51). 
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12. Related Party Transactions 

As at June 30, 2023, the Manager, and other entities under common control, own 2.83% (December 
31, 2022 – 3.15%) of the units of the Fund under the same terms as arms-length unitholders. 

Management fees paid to the Manager during the period ended June 30, 2023 amounted to $239 
(year ended December 31, 2022 - $519). 

Included in accrued liabilities at June 30, 2023 are management fees owing to the Manager in the 
amount of $38 (December 31, 2022 - $42).  

 

13. Change in Net Assets Attributable to Holders of Redeemable Units Per Unit 

The change in net assets attributable to holders of redeemable units per unit for the period ended 
June 30, 2023 and year ended December 31, 2022 are calculated as follows: 
 

 
June 30, 2023 F  D 

Increase in net assets attributable to holders of redeemable 
units, from operations (excluding distributions) $   8,646   $     792 

Weighted average units outstanding during the year 1,593  153 

Increase in net assets attributable to holders of 
redeemable units per unit, from operations  
(excluding distributions) 

$      5.43   $   5.18 

 
December 31, 2022 F  D 

Decrease in net assets attributable to holders of redeemable 
units, from operations (excluding distributions) $    (14,673)   $   (2,472) 

Weighted average units outstanding during the year 1,790  221 

Decrease in net assets attributable to holders of 
redeemable units per unit, from operations  
(excluding distributions) 

$       (8.02)   $   (13.35) 

 


	(i) Recognition and measurement
	(i) Recognition and measurement (continued)
	(ii) Fair value through profit and loss
	(iii) Amortized cost

