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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 2011
annual financial statements.

The annual financial statements are produced on a fund-by-fund basis, and your report only includes information on
the funds you owned as of December 31, 2011,

If you have any questions regarding these documents, please contact your MD advisor or the MD TradeCentre at
1800 267-2332. We thank you for your continued investment in the MD Family of Funds.

Audited Annual Financial Statements for the Year Ended December 31, 2011

These audited Annual Financial Statements do not contain the Annual Management Report of Fund Performance (“MRFP") of the investment fund. If you have not received a copy

of the Annual MRFP with this report, you may obtain a copy of the Annual MRFP at your request, and at no cost, by calling the toll-free number 1800 267-2332, by writing to us at

MD Physician Services Inc., 1870 Alta Vista Drive, Ottawa ON K1G 6R7, by visiting our website at md.cma.ca or by visiting the SEDAR website at sedar.com. 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.

MD Physician Services Inc. either wholly owns or has a majority interest in its seven subsidiaries (the MD group of companies®), provides financial products and services, is the fund
manager for the MD family of mutual funds, offers investment counselling services, and also provides practice management services (such as consulting, EMR and Health Portal
solutions) and related billing services.

* For a detailed list of companies, visit md.cma.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 TradeCentre at 1800 267-2332.
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MD Family of Funds

Management's Responsibility for Financial Reporting

Management acknowledges responsibility for the preparation and presentation of the financial statements of MD Money Fund,

MD Bond Fund, MD Bond and Mortgage Fund, MD Balanced Fund, MD Dividend Fund, MD Income & Growth Fund, MD Equity Fund,
MD Select Fund, MD American Value Fund, MD American Growth Fund, MD International Value Fund, MD International Growth Fund,
MD Growth Investments Limited, MD Conservative Portfolio, MD Moderate Balanced Portfolio, MD Balanced Growth Portfolio,

MD Maximum Growth Portfolio, MDPIM Canadian Equity Pool and MDPIM US Equity Pool (collectively “the Funds"). These financial
statements have also been approved, in its capacity as trustee, by the Board of Directors of MD Physician Services Inc., with the
exception of MD Growth Investments Limited, which has been approved by its own Board of Directors.

The financial statements have been prepared by management in accordance with Canadian Generally Accepted Accounting Principles.
When alternative accounting methods exist, management has chosen those it deems most appropriate in the circumstances.
Management has, where required, made these judgments and estimates on a reasonable basis to ensure that the financial statements
are presented fairly in all material respects. Management also maintains strong internal controls to provide reasonable assurance that
the financial information provided is reliable and accurate, that the funds' assets are appropriately accounted for and safeguarded,
and that any compliance requirements arising under corporate legislation, securities regulations and internal codes of business
conduct are strictly adhered to.

The Board of Directors of MD Physician Services Inc. and MD Growth Investments Limited are responsible to ensure that management
fulfils its responsibilities for financial reporting and is ultimately responsible for reviewing and approving the respective financial
statements as outlined above.

The Board of Directors for MD Physician Services Inc. and MD Growth Investments Limited (the “Boards”), meet with the external
auditors periodically to discuss internal control, accounting and auditing matters and financial reporting issues in order to satisfy
themselves, that each party’s Board of Directors has properly discharged its statutory responsibilities with regards to financial report-
ing. The Boards review unaudited semiannual financial statements and audited annual financial statements including the external
auditors' report thereon. The Boards consider these findings when making their ultimate approval of the financial statements for
issuance. The Boards also review the appointment of the external auditors annually.

The financial statements have been audited by PricewaterhouseCoopers LLP, the external auditors, in accordance with Canadian
generally accepted standards. PricewaterhouseCoopers LLP has full and free access to the MD Physician Services Inc. and MD Growth
Investment Limited Boards.

Signed on behalf of MD Growth Investments Limited.

i o7 (oo GO

Guy Bélanger Christine Allison
President and Chief Executive Officer Chief Financial Officer
MD Growth Investments Limited MD Growth Investments Limited

Signed on behalf of MD Physician Services Inc., in its capacity as trustee for MD Money Fund, MD Bond Fund, MD Bond and Mortgage
Fund, MD Balanced Fund, MD Dividend Fund, MD Income & Growth Fund, MD Equity Fund, MD Select Fund, MD American Value
Fund, MD American Growth Fund, MD International Value Fund, MD International Growth Fund, MD Conservative Portfolio,

MD Moderate Balanced Portfolio, MD Balanced Growth Portfolio, MD Maximum Growth Portfolio, MDPIM Canadian Equity Pool

and MDPIM US Equity Pool.

Tl o

Brian Peters Guy Bélanger
President and Chief Executive Officer Chief Financial Officer
MD Physician Services Inc. MD Physician Services Inc.
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MD Bond Fund

Statement of Investment Portfolio as at December 31, 2011

(in $000's except for number of shares)

Maturity Maturity
Value or Value or
Maturity  Yield Principal Average Fair Maturity  Yield Principal Average  Fair
Date % Amount ($) Cost($) Value ($) Date % Amount ($) Cost($) Value ($)
. Fairfax Financial Holdings Limited 2/25/21  640% 6200 6175 6,273
Domestic Bonds First Capital Reality Inc. 3/1/20 560% 8650 8814 9,076
Greater Toronto Airports Authority 1/15/16  470% 3,250 3,127 3,570
Asset Backed Securities (7.01%) Greater Toronto Airports Authority 1/17/18  526% 12380 12336 14221
BMW Canada Auto Trust 9/22/14 3.05% 4226 4,226 4,233 Greater Toronto Airports Authority 1/20/19  596% 8,000 9,079 9,650
Cards Il Trust 1/15/12  183% 8,000 8,000 7967 Health Montreal Collective LP 4/30/49  672% 6350 6,350 7315
Cards Il Trust 1/15/16  333% 2100 2100 2,175 HSBC Bank Canada 1/4/17  356% 11,800 11,759 12,234
Ford Auto Securitization Trust 1/15/14  634% 10,000 10,000 10,267 Manulife Financial Capital Trust Il 10/31/08  7.41% 7,600 7,600 8,262
Golden Credit Card Trust 1/15/16  351% 8660 8,660 9,044 Manulife Financial Corporation 1/2/14  490% 13,050 13,050 13,559
Golden Credit Card Trust 1/15/15 3.82% 8700 8,700 9,165 Manulife Financial Corporation 1/26/15 5.16% 14,100 14,257 14,862
NBC Asset Trust 12/31/49  7.45% 7900 7,900 9318 Manulife Financial Corporation 1/8/19 777% 8800 8800 10,462
NHA Mortgage Backed Securities 1/1/15  250% 14,435 14,764 14,756 Master Credit Card Trust 1/21/16  350% 9,100 9,100 9,500
NHA Mortgage Backed Securities 2/1/21  312% 23,140 23,625 23,322 National Bank of Canada 1/26/16  358% 7,000 7,000 7309
NHA Mortgage Backed Securities 2/1/20  325% 11,045 10676 11,483 National Bank of Canada 1/26/15  4.03% 19,800 19,800 20,982
NHA Mortgage Backed Securities 2/1/20  335% 4893 4,808 5123 NAV Canada 1/29/13  1.68% 10,000 10,000 10,001
NHA Mortgage Backed Securities 2/1/24  560% 6,630 77251 8,056 NAV Canada 1/17/19  530% 3,700 3,700 4,324
Total for Asset Backed Securities 109,729 110,710 114,909 NAV Canada 2/1/27  756% 4,340 4602 5641
Plenary Properties LTAP LP 5/1/44  629% 3450 3,651 4,229
Collateralized Mortgage Obligations (1.17%) PSP Capital Inc. 1/3/15  294% 4,000 3,998 4,157
Claret Trust 3/15/33  471% 562 562 568 RioCan Real Estate Investment Trust ~ 1/21/16  4.50% 1,350 1,390 1393
Schooner Trust 2/12/20  397% 7574 7367 7912 Rogers Communications, Inc. 2/29/20  470% 8480 8492 8874
Schooner Trust 2/12/21  471% 5,000 4,999 5414 Royal Bank of Canada 1/15/14  163% 9,700 9,700 9,641
Schooner Trust 3/12/38  476% 4900 4,900 5,307 Royal Bank of Canada 1/1/16  235% 3415 3483 3470
Total for Collateralized Mortgage Obligations 18,036 17,828 19,201 Royal Bank of Canada 1/6/18 500% 8000 7,998 8329
Scotiabank Capital Trust 5/31/56 565% 2870 2,183 3,142
Corporate Bonds (38.86%) Shaw Communications Inc. 1/1/19  565% 3000 2990 3,280
American Express Canada Credit Corp.  1/6/14  225% 6,500 6,500 6,483 Shaw Communications Inc. 3/9/39  6.75% 4,200 4172 4376
American Express Canada Credit Corp. ~ 1/3/14  4.85% 3,000 3,000 3,167 Sun Life Capital Trust Il 10/31/08 586% 2900 2,900 2,961
American Express Canada Credit Corp.  1/2/13  590% 4,300 4,295 4,493 Sun Life Financial Inc. 3/2/23 559% 10,000 10,152 10,590
Arrow Lakes Power 4/5/41  552% 6350 6,350 7353 Sun Life Financial Inc. 1/2/19  570% 14,120 14,674 15,343
Bank of Montreal 1/10/16  349% 8250 8,199 8,606 TD Capital Trust IV 10/30/08  6.63% 4500 4,500 5,099
Bank of Montreal 2/8/21 398% 17,230 17,287 17,858 Teranet Holdings LP 1/16/15  3.53% 20,000 20,000 20,694
Bank of Montreal 2/28/23  617% 15750 16,639 18,359 Teranet Holdings LP 4/17/41  610% 14,000 13,994 15,382
BC Gas, Inc. 1/30/16 1030% 5000 6,810 6,724 Terasen Gas Inc 3/2/37 6.00% 9300 9,295 12,171
Bell Aliant Regional Communications LP 1/26/18  4.88% 6,000 6,000 6,330 The Bank of Nova Scotia 1/20/12  173% 4500 4,500 4,504
Bell Aliant Regional Communications LP 1/26/14  4.95% 10,600 10,814 11,097 The Bank of Nova Scotia 1/27/18  499% 6,030 6,029 6,246
Bell Aliant Regional Communications LP 1/26/19  552% 9,500 9,507 10,261 The Bank of Nova Scotia 1/31/18  530% 4500 4,499 4,655
Bell Canada 1/2/15 360% 6500 6,489 6,747 The Bank of Nova Scotia 1/3/18  6.00% 10,600 10,597 11,308
Bell Canada 1/30/14  485% 7,700 8108 8,180 The Toronto-Dominion Bank 2/9/23  583% 11,300 11,300 13,019
Bell Canada 2/19/21 495% 8300 8270 8,994 Toronto Hydro Corporation 1/14/17  515% 13,000 12,987 14,832
Caisse Centrale Desjardins de Quebec  1/4/14  3.11% 6,700 6,700 6,896 TransCanada PipeLines Limited 2/7/28  6.89% 1,800 1,707 2376
Caisse Centrale Desjardins de Quebec ~ 1/5/17  350% 3580 3,580 3,702 Union Gas Limited 1/27/18  535% 3,000 299 3,455
(Canadian Capital Auto Receivables 1/17/12  2.00% 690 690 691 Vancouver International Airport Authority 1/13/15  5.02% 6,400 6,400 7,109
Canadian Credit Card Trust 1/24/15  3.44% 15500 15,500 16,137 Total for Corporate Bonds 590,585 596,031 637,454
Canadian Imperial Bank of Commerce  1/14/16  340% 3,600 3,596 3,745
Canadian Imperial Bank of Commerce ~ 3/1/20 4.11% 7500 7,900 7,853 Government of Canada Bonds (24.09%)
Canadian Tire Corporation, Limited 1/1/16  565% 2900 2,899 3234 Canada Housing Trust 1/15/15  141% 30,000 30,000 30,021
Canadian Western Bank 1/26/13  198% 7,000 7,000 6,977 (Canada Housing Trust 1/15/14  165% 11,300 11441 11,406
Capital Desjardins Inc. 2/23/20  3.80% 14300 14,300 14,574 Canada Housing Trust No 1 1/15/16  1.33% 81,500 81,510 80,980
CDP Financial Inc. 1/15/15 173% 4350 4,350 4,344 Canada Housing Trust No 1 1/15/16  2.75% 44,500 44,447 46,846
Chip Mortgage Trust 1/1/16  397% 4,350 4,350 4,546 Government of Canada 1/1/17  150% 3,650 3,607 3,675
Cl Financial Corporation 1/17/12 330% 10,200 10,199 10,291 Government of Canada 1/1/16  200% 57,710 59,412 59,567
Cl Financial Corporation 1/14/16  394% 7,500 7,498 7,736 Government of Canada 4/1/41  2.00% 12300 12,469 19,130
Co-operators Financial Services Limited 1/20/12  5.07% 6,000 6,003 6,074 Government of Canada 2/1/20  350% 5820 6,521 6,568
Daimler Canada Finance Inc. 1/15/12  186% 7,000 7,000 6,984 Government of Canada 1/1/12  375% 34600 35745 34,996
Emera Inc. 1/20/14  410% 8,100 8,318 8,492 Government of Canada 4/1/41  4.00% 56,450 71,101 74,100
Enbridge Pipelines Inc. 1/19/18  6.62% 3800 3,798 4,740 Government of Canada 2/1/21  425% 3800 7,739 7901
EnCana Corporation 1/18/18 580% 16,400 16,357 18,840 Royal Office Finance LP 3/12/32 521% 16,716 16,715 19,884
EPCOR Utilities Inc. 3/24/39  575% 7,600 7,589 9,070 Total for Government of Canada Bonds 358,346 380,707 395,074

Percentages shown in brackets relate investments at fair value to total fair value of investments of the Fund.
The accompanying notes are an integral part of these financial statements.

1 MD Family of Funds | Annual Financial Statements 2011



MD Bond Fund

Statement of Investment Portfolio as at December 31, 2011

(in $000's except for number of shares)

Maturity
Maturity Value or
Value or Maturity Yield Principal Average Fair
Maturity Yield Principal  Average Fair Date % Amount ($) Cost($) Value ($)
Date % Amount($) Cost($) Value($)
Municipal Bonds (4.50%) Foreign Bonds
City of Montreal 1117 500% 8300 8341 9426
City of Montreal 1118 5.00% 6,650 6,593 7559 Australia (3.17%)
City of Montreal 2/1/24  550% 12900 13421 15,353 Australia and New Zealand Banking
City of Toronto 17219 450% 4400 4,400 4908 Group Limited 1/22/15 375% 7,800 7,780 8,008
City of Toronto 1/28/16  4.85% 9,600 9,560 10,824 Commonwealth Bank of Australia 1/14/14  3.63% 8,000 7,985 8,155
City of Toronto 118/17  5.05% 16,200 16,709 18,574 Commonwealth Bank of Australia 2/9/20 515% 9,500 9471 10,079
Regional Municipality of York 1/29/19  5.00% 6,300 6,693 7237 National Australia Bank Limited 1/20/15 4.19% 10,750 10,750 11,203
Total for Municipal Bonds 64,350 65,717 73,881 St George Bank Limited 1/23/17  4.65% 5,300 5296 5328
Westpac Banking Corporation 1/1/14  375% 9,000 8974 9,231
Provincial Bonds (19.16%) Total for Australia 50,350 50,256 52,004
Financement Quebec 1216 155% 12,000 11,896 1934
Financement Quebec 3134 525% 8400 8,585 10,443 Netherlands (0.27%)
New Brunswick FM Project Inc. 3/2/27  647% 3,236 2343 4,053 Rabobank Nederland - Cooperatieve Centrale Raiffeisen
Province of Ontario 2/2/20  420% 31960 34,824 35,672 - Boerenleenbank BA 1/5/15 313% 4,230 4,222 4372
Province of Ontario 4/2/41  4.65% 52330 60,316 64,403 Total for Netherlands 4,230 4,222 4,372
Province of Ontario 2/8/29  650% 47100 58,369 66,885
Province of Quebec 1118 450% 16,500 16,796 18,751 Norway (0.44%)
Province of Quebec 2/1/20  450% 72,030 75,090 81,645 Kommunalbanken AS 2/27/21  374% 6,900 6,898 7,256
Province of Quebec 4/1/41 5.00% 16,70 19,087 20,566 Total for Norway 6,900 6,898 7,256
Total for Provincial Bonds 259,726 287306 314,352
Total for Domestic Bonds (94.79%) 1,400,772 1,458,299 1,554,871 South Korea (0.25%)
Korea Gas Corporation 1/12/16  458% 3,900 3,899 4,048
Total for South Korea 3,900 3,899 4,048
United States (1.08%)
Bank of America Corporation 1/17/14  545% 11,100 11,090 10,965
Metropolitan Life Global Funding | 1/8/13  4.45% 6,500 6,485 6,732
Total for United States 17,600 17,575 17,697
Total for Foreign Bonds (5.21%) 82,980 82,850 85,377

Total for MD Bond Fund (100.00%)

$1,483,752 $1,541,149 $1,640,248

Percentages shown in brackets relate investments at fair value to total fair value of investments of the Fund.
The accompanying notes are an integral part of these financial statements.
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MD Bond Fund

Financial Statements

Statement of Net Assets
as at December 31
(in $000's except for units outstanding and per unit amounts)

Statement of Operations
for the years ended December 31
(in $000's except for per unit amounts)

2011 2010 2011 2010
Assets Income
Investments, at fair value $ 1640248 $ 1615450 Interest $ 64393 § 67477
Cash and short-term investments 45,080 102,232 Gain (loss) on foreign exchange 251 6
Interest receivable 11,415 12,239 Early redemption fee 32 49
Net unrealized gain on derivatives - 1913 Securities lending 104 82
Receivable for investment transactions - 42 Deduct: Withholding tax on foreign income — @)
Subscriptions receivable 209 639 64,780 67,612
1,696,952 1,732,515
Expenses
Liabilities Management fees (Note 3) 14,580 14,649
Redemptions payable 141 535 Administration fees 1,201 1,206
Interest expense 3 —
Net assets and unitholders' equity $ 1696811 $ 1,731,980 15,784 15,855
Net Assets per Series Net investment income (loss) $ 489% 3 51,757
Series A $ 1541863 $ 1615091
Series | $ 154948 $ 116,889 Realized and unrealized gain (loss) on investments and transaction costs
Net realized gain (loss) on sale of investments $ 38953 § 14,276
Number of units outstanding (see Schedule of Fund Unit Transactions) Net realized gain (loss) on sale of derivative instruments 3,158 1,492
Series A 195,846,755 213,988,119 Change in unrealized appreciation (depreciation) of 37,385 25,982
Series | 19475742 15,094,707 investments and derivatives
Net assets per unit (see Schedule of Net Assets per Unit and Net Asset Value per Unit) Net gain (loss) on investments 3 794% § 41750
Series A $ 787 % 755
Series | $ 796 § 7.74 Increase (decrease) in net assets from operations $ 128492 $ 93,507
Increase (decrease) in net assets from operations per Series
Series A $ 113542 § 90,226
Approved by the Board of Directors of MD Physician Services Inc., Trustee Series | $ 14950 $ 3281
Increase (decrease) in net assets from operations per unit, for the period
J Series A $ 056 $ 042
2L Series | $ 0§ 04

Director (signed by Guy Bélanger)

Director (signed by Brian Peters)

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

Financial Statements

Statement of Changes in Net Assets
for the years ended December 31 (in $000's)

2011 2010 2011 2010

SERIES A TOTAL FUND
Net assets - beginning of year $ 1615091 § 1595089 Net assets - beginning of year $ 1731980 $ 1595089
Add (deduct) changes during the year: Add (deduct) changes during the year:
Operations Operations

Increase (decrease) in net assets from operations 113,542 90,226 Increase (decrease) in net assets from operations 128,492 93,507
Unitholders Unitholders

Proceeds from issue of units 265,893 343,019 Proceeds from issue of units 341,472 456,885

Consideration paid for redemption of units (452,070) (412,637) Consideration paid for redemption of units (504,540) (412,895)

Securities issued on reinvestment of distributions 48,349 54,008 Securities issued on reinvestment of distributions 57,355 56,971

(137,828) (15,610) (105,713) 100,961
Distributions to unitholders

Distributions to unitholders
From net investment income (42,869) (49,662)

From net investment income (48,910) (51,951)
From net realized gains on investments (6073) (4,952) From net realized gains on investments (9,038) (5,626)
(48942)  (54614) (57.948)  (57.577)
Net assets - end of the year § 1541863 § 1615091 | Netassets-end of the year $ 1696811 $ 1731980
SERIES |
Net assets - beginning of year $ 116889 % —
Add (deduct) changes during the year:
Operations
Increase (decrease) in net assets from operations 14,950 3,281
Unitholders
Proceeds from issue of units 75,579 113,866
Consideration paid for redemption of units (52,470) (258)
Securities issued on reinvestment of distributions 9,006 2,963

32115 116,571
Distributions to unitholders

From net investment income (6,041) (2.289)
From net realized gains on investments (2,965) (674)
(9,006) (2,963)

Net assets - end of the year $ 154948 § 116,889

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

Financial Statements - Supplementary Schedules

Schedule of Fund Unit Transactions Schedule of Net Assets per Unit
For the years ended December 31 and Net Asset Value per Unit
2011 2010 As at December 31
2011 2010
SERIES A
Outstanding, beginning of year 213988119 216,176,088 SERIES A
Issued 40984489 52,683,104 Net asset value per unit $ 788 % 7.56
Redeemed (59.125853) (54:871,073) Bid price adjustment (0.01) (0.0D
Outstanding, end of year 195,846,755 213,988,119 Net assets per unit 3 787 $ 7.55
SERIES | SERIES |
Outstanding, beginning of year 15,094,707 - Net asset value per unit $ 797 $ 776
Issued 10851921 15127927 Bid price adjustment (0.01) (0.02)
Redeemed (6:470,886) (33,220) Net assets per unit $ 796 % 7.74
Qutstanding, end of year 19,475,742 15,094,707
.. Schedule of Fees
Schedule of Securities on Loan As at December 31
As at December 31 (in $000's) 2011
2011 2010

Maximum annualized management fee
Loaned $ 71285 $ 159,157 Series A 0.85%
Collateral (non-cash) $ 73878 $ 162992 Series | 0.00%

Annual fixed administration fee rate 0.07%

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

Financial Instruments Risks

(in $000's)

Financial Instruments

MD Bond Fund (the “Fund") invests in Government of Canada, provincial, municipal,
corporate, asset-backed and foreign bonds with mid- to long-terms to maturity as
shown in the Statement of Investment Portfolio. The Fund invests excess cash in high
grade short-term notes with maturities of less than 1 year. These investments expose
the Fund to risks associated with financial instruments. A description of the risks

and how the Fund manages these risks is discussed in Note 5 of the Notes to the
Financial Statements. The Fund's significant exposure and sensitivity to each risk is
presented below.

Credit Risk

The Fund's credit risk is concentrated in investments in debt instruments and forward
currency contracts. The Fund's maximum exposure to credit risk is the carrying value
of domestic and foreign bonds presented on the Statement of Investment Portfolio
as well as the cash equivalents presented on the Statement of Net Assets which are
invested in overnight deposits at schedule one chartered banks. As at December 31,
2011, there were no open forward contracts. As at December 31, 2010 the fund held
forward contracts in an unrealized gain position of $1913

As at December 31, 2011 and December 31, 2010, the Fund invested in debt
instruments with the following credit ratings:

% of Net Assets % of Net Assets
Credit Rating December 31, 2011 December 31, 2010
AAA /R-1 (High) 36.5% 36.9%
AA/R-1 (Mid) 27.9% 14.0%
A/R-1(Low) 22.4% 34.3%
BBB 12.5% 10.4%
Unrated — 3.6%
Total 99.3% 99.2%

All credit ratings are from external credit rating agencies such as Dominion Bond
Rating Service, Standard & Poor's and Moody's.

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

Forward contracts represent short positions against foreign currencies to hedge
against fluctuations in exchange rates of those currencies. As at December 31, 2011,
the fund is not exposed to currency risk as there were no foreign currency holdings.

Exposures to foreign currencies as at December 31, 2011 and December 31, 2010
are presented in the table below.

Cash and Invest- Net Percentage
OtherNet mentsat Derivative  Currency of
Assets Fair Value  Exposure  Exposure  Net Assets
Currency ($000s) ($000s) ($000s) ($000s) (%)
December 31, 2011
U.S. Dollar — — — — 0.00%
December 31, 2010
U.S. Dollar 32,719 27378  (59.752) 345 0.02%
Interest Rate Risk

The Fund's exposure to interest rate risk was concentrated in investments in
domestic and foreign bonds presented in the Statement of Investment Portfolio. The
amounts of these investments by term to maturity are presented in the table below.
In general, longer terms to maturity result in increased interest rate risk.

The sensitivity represents the expected impact to Net Assets if interest rates for all
maturities fluctuate by 25 basis points (parallel yield shift). If interest rates rise,
Net Assets will decrease by the amount shown. Conversely, if interest rates fall,
Net Assets will increase by the amount shown. These sensitivities are estimates.
Actual results may vary and the variance may be significant.

As at December 31, 2011 and December 31, 2010 the Fund's exposures to debt
instruments by maturity are presented in the table below:

December 31, 2011 December 31, 2010

Debt instruments by Fair Value Percentage Fair Value Percentage
Maturity Date ($000s) (%) ($000s) (%)
Less than 1 year 71,508 42% 167,290 9.7%
1to 4 years 322,534 19.0% 493,094 28.5%
407 years 452,911 26.7% 218,588 12.6%
7109 years 264,322 15.6% 190,729 11.0%
9to 12 years 77,019 4.5% 68,720 4.0%
12 to 20 years 144,333 8.5% 159,378 9.2%
More than 20 years 307,621 18.1% 317,651 18.3%
Total 1,640,248 96.6% 1,615,450 93.3%
Sensitivity (+/-) 25,342 1.5% 24,272 1.4%
Other Price Risk

The Fund does not hold equity securities and therefore does not have significant
exposure to price risk.



MD Bond Fund

Financial Instruments Risks

(in $000's)

Fair Value Hierarchy

The following is a summary of MD Bond 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.

Quoted prices Significant

in active other
markets for observable
identical assets inputs
(Level 1) (Level 2) Total*
December 31, 2011
Domestic Bonds $ - % 1,554,871 $ 1,554,871
Foreign Bonds — 85,377 85,377
- 1,640,248 1,640,248
Cash and Short-Term Investments 497 44,583 45,080
Total $ 497 $ 1684831 $§ 1685328
December 31, 2010
Domestic Bonds $ - % 1,488,087 $ 1,488,087
Foreign Bonds — 127,363 127,363
- 1,615,450 1,615,450
Cash and Short-Term Investments 15 102,217 102,232
Derivative Instruments — 1913 1913
Total $ 15 § 1719580 $ 1,719,595

“MD Bond 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, 2011 to December 31, 2011 and from January 1, 2010 to
December 31, 2010.

The accompanying notes are an integral part of these financial statements.
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Notes to Financial Statements
For the years ended December 31, 2011 and 2010

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 dated as follows:

Series A Units Series | Units Series T Units Private Trust Series
MD Money Fund July 12,1983
MD Bond Fund April 6,1988 October 30, 2009
MD Bond and Mortgage Fund September 19, 1995 October 30,2009
MD Balanced Fund September 9, 1992 October 25, 2010
MD Dividend Fund September 9, 1992 October 30,2009 October 25, 2010
MD Income & Growth Fund January 4, 2007 October 30, 2009 October 25, 2010
MD Equity Fund March1,1966 October 30,2009 October 25, 2010
MD Select Fund October 29,1993 October 30, 2009 October 25, 2010
MD American Value Fund August 9, 2000 October 30, 2009 October 25, 2010
MD American Growth Fund September 9, 1992 October 30, 2009 October 25, 2010
MD International Value Fund January 5, 2004 October 30, 2009 October 25, 2010
MD International Growth Fund August 9, 2000 October 30, 2009 October 25, 2010
MDPIM Canadian Equity Pool June 16,1999 October 25, 2010 August 9, 2000
MDPIM US Equity Pool August 6,1999 October 25, 2010 August 9, 2000
MD Conservative Portfolio January 5, 2010
MD Moderate Balanced Portfolio January 5, 2010
MD Balanced Growth Portfolio January 5, 2010
MD Maximum Growth Portfolio January 5, 2010

MD Growth Investments Limited is a mutual fund corporation incorporated under the laws of Ontario pursuant to the Letters Patent
dated as follows:

Series A Series |
MD Growth Investments Limited July 18,1969 October 30,2009
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Notes to Financial Statements
For the years ended December 31, 2011 and 2010

MD Physician Services Inc. (“MDPSI") is the Manager of the
Funds. Prior to June 2, 2010, MD Private Trust was the Manager
and Trustee for the MDPIM Canadian Equity Pool and the
MDPIM US Equity Pool.

On January 5, 2010, MDPSI launched four new funds, the

MD Conservative Portfolio, the MD Moderate Balanced Portfolio,
the MD Balanced Growth Portfolio and the MD Maximum
Growth Portfolio.

The Statement of Investment Portfolio, Schedule of Tax Loss
Carry Forwards and Schedule of Fees for each of the Funds are
as at December 31, 2011. The Statement of Net Assets, Schedule
of Net Assets per Unit and Net Asset Value per Unit and
Schedule of Securities on Loan are as at December 31, 2011 and
December 31, 2010 as applicable. The Statements of Operations,
Statement of Changes in Net Assets, Schedule of Fund Unit
Transactions and Schedule of Soft Dollar Commissions are for
the years ended December 31, 2011 and December 31, 2010,
except for the Funds established during either period, in which
case the information provided relates to the period from
inception to December 31, 2011 or to December 31, 2010.

The Financial instrument risks for each of the Funds are as

at December 31, 2011 and 2010.

Throughout these Notes to the Financial Statements, the shares
of MD Growth Investments Limited have been referred to as
“units” to simplify the presentation.

Series of units

The MDPIM Canadian Equity Pool and MDPIM US Equity Pool
Funds offer “Private Trust Series” and “Series T" units which may
be purchased by either MD Private Investment Counsel or MD
Private Trust Company clients who have appointed MD Private
Investment Counsel (an operating division of MD Physician
Services Inc.) to provide discretionary portfolio management
services and advice to them or MD Private Trust Company to
provide trust services. These funds also offer “Series A" units
which are available to all qualified eligible investors. “Series A"
units are closed to new subscribers. Investors holding “Series A"
units of these Funds are allowed to hold their units, as well as
subscribe for additional “Series A" units of the Funds.

Each of the MD Funds other than MDPIM Canadian Equity Pool
and MDPIM US Equity Pool offer “Series A" units which are
available to all MD Management Ltd. clients who are qualified
eligible investors.

On October 30, 2009, “Series " units were established to
support the MD Conservative Portfolio, the MD Moderate
Balanced Portfolio, the MD Balanced Growth Portfolio and the
MD Maximum Growth Portfolio. These units are only available
to the four Funds listed above, and are not charged
management fees.
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On November 22, 2010, “Series T" units were established in
order to support a new tax-efficient investment solution for
clients. The series T units will generate steady tax-efficient cash
flow that does not increase taxable income or impact certain
benefits such as Old Age Security.

2. Significant accounting policies

The financial statements are prepared in accordance with
Canadian Generally Accepted Accounting Principles (“GAAP").
Significant accounting policies followed by the Funds are

as follows:

Accounting estimates

The preparation of financial statements in accordance with
GAAP requires Management to make estimates and assump-
tions that affect the reported amounts of assets and liabilities at
the date of the financial statements and the amounts of income
and expense during the reporting periods. Actual results could
differ from those estimates.

Investments - valuation

CICA Handbook - Accounting Section 3855, “Financial
Instruments - Recognition and Measurement” (“Section 3855"),
requires the fair value of financial instruments traded in active
markets to be measured based on a security's bid price. The net
asset value calculated in accordance with Section 3855 is
referred to as “Net Assets” going forward.

In accordance with Section 3855, investments are categorized
as held for trading and are recorded at fair value. In the case of
securities traded in an active market, fair value is the latest bid
price provided by independent pricing services. In the case of
investments not traded in an active market, or for those securi-
ties 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.

Cash and short-term investments

Cash is comprised of cash on deposit and short-term invest-
ments are comprised of short-term debt instruments with terms
to maturity of less than one year at acquisition. These are
measured at fair value upon initial recognition, and are held

at amortized cost, which approximates fair value. Cash and
short-term investments include foreign cash and foreign
short-term investments.
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Investment transactions, income recognition and transaction costs
Investment transactions are recorded on the trade date. Income
from investments is recognized on an accrual basis. Interest
income and estimated expenses are accrued daily. Dividend
income and distributions to unitholders are recorded on the
ex-dividend date. Distributions received 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.

All income, realized and unrealized gains, losses and transaction
costs are attributable to investments and derivatives, which are
categorized as held for trading.

Other assets and liabilities

Other assets such as accrued interest and dividends receivable,
accounts receivable for investment transactions, subscriptions
receivable, and amounts receivable for securities lending
transactions are categorized as loans and receivables and are
recorded at cost. Other liabilities such as accrued expenses,
income taxes payable, distributions payable, accounts payable
for investment transactions and redemptions payable are
categorized as financial liabilities and are measured at cost,

as cost closely approximates their fair value.

Foreign exchange

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 prevail-
ing 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
Operations. The Funds do not separately report the effects of
changes in foreign exchange rates from changes in the valuation
of securities held. Such changes are included in net gains or
losses on investments.

Forward currency contracts

The Funds may enter into forward currency contracts for either
hedging or non-hedging purposes where such activity is consis-
tent with their investment objectives and as permitted by the
Canadian securities regulatory authorities. Investments in
forward currency contracts are entered into with approved
counterparties and are recorded at fair value.

On a daily basis, the value of these contracts is the gain or loss

that would be realized if the positions were to be closed out and
is recorded in “Change in unrealized appreciation (depreciation)
of investments and derivatives”. Upon closing of the contracts,

the accumulated gains or losses are reported in “Net realized
gain (loss) on sale of derivative instruments.” Unrealized gains or
losses on forward currency contracts are categorized as financial
assets or liabilities held for trading.

The contractual amounts of open contracts are disclosed in
the Statement of Investment Portfolio as the Schedule of
Derivative Instruments.

Futures contracts

Futures contracts are valued on each valuation day using the
bid/ask price posted on the related public exchange. All gains

or losses arising from futures contracts are recorded as part of
“Change in unrealized appreciation (depreciation) of investments
and derivatives” in the Statements of Operations until the
contracts are closed out or expire, at which time the gains or
losses are realized and reported as “Realized gain (loss) on
investments” in the Statements of Operations.

Unit valuation

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 Net Asset Value 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 Net Asset Values of each
series. The Net Asset Value per unit is determined by dividing
the NAV of each series of a fund by the total number of units of
that series outstanding.

Section 14.2 of National Instrument 81-106, “Investment Fund
Continuous Disclosure” (“NI81-106") issued by the Canadian
Securities Administration (“CSA") requires an investment fund to
calculate the daily net asset value for the purchase and redemp-
tion of units based on the fair value of the investment fund’s
assets and liabilities (“Net Asset Value"). For these purposes,
the Funds use the closing market prices to value securities held.

The Net Asset Value differs from Net Assets calculated in
accordance with Section 3855 presented on the financial
statements. A comparison between the Net Asset Value per unit
and the Net Assets per unit is disclosed in the Schedule of Net
Assets per Unit and Net Asset Value per Unit.

Increase (decrease) in net assets from operations per unit
“Increase (decrease) in net assets from operations per unit” in
the Statement of Operations represents the increase or decrease
in net assets from operations attributable to the series of units
for the period, divided by the average units outstanding in that
series during the period.
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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 cash and/or securities deemed accept-
able under National Instrument 81-102 (“NI81-102") of at least
102% of the fair value of securities on loan.

Income from securities lending is recorded as “Securities
lending” on a monthly basis when it is receivable.

Future Accounting Changes

On December 12, 2011, the Canadian Accounting Standards Board
(AcSB) announced an IFRS deferral option for most investment
funds until fiscal years beginning on or after January 1, 2014.
Accordingly, the MD Family of Funds will adopt IFRS for the fiscal
period beginning January 1, 2013, and will issue their initial
financial statements in accordance with IFRS, including compara-
tive information, for the interim period ending June 30, 2014.

MD Physician Services Inc. continues to monitor and assess the
impact of the transition to IFRS on Net Assets and Net Asset
Value. MD Physician Services Inc. expects that the IFRS imple-
mentation on the MD Family of Mutual Funds' financial statements
will result in additional disclosure and potentially different
presentation of unitholder interests and certain other items.

3. Management fees and other fees and expenses

The management and administration fees are unique to each
Fund and are unique to each series of units, and are disclosed on
the Schedule of Fees.

MDPSI provides the Funds with investment management and
administrative services. In return, MDPSI receives a manage-
ment fee based on the Net Asset Value of the Funds calculated
on a daily basis and paid weekly.

Prior to June 2, 2010, MD Private Trust Company provided the
Series A units of MDPIM Canadian Equity Pool and MDPIM US
Equity Pool with investment management and administrative
services. In return, MD Private Trust Company received a
management fee based on the Net Asset Value of the Funds
calculated on a daily basis and paid weekly. Since June 2, 2010,
these services are received from and fees paid to MDPSI.

No management or administration fee, or operating expenses are
charged in respect of Series | units. These units are only available
to be held by other MD Funds.

No management fee or operating expenses are charged in
respect of units of the Private Trust Series units of MDPIM
Canadian Equity Pool and MDPIM US Equity Pool. Investors in
these series of units have agreed to pay a managed account fee
directly to MD Private Investment Counsel (an operating division
of MD Physician Services Inc.). These managed account fees are
charged directly to each unitholder to a maximum rate of 1.00%
per annum plus custodial fees.
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MDPSI bears all of the operating expenses of the Funds (other
than certain taxes and borrowing costs) in return for fixed annual
rate administration fees (“Administration Fees"). Administration
Fees are calculated as a fixed annual percentage of the Funds’
assets under management.

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
sixty (60) days of the date that the units or shares were
purchased or switched.

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;

» made as a result of the recommendation of your MD advisor
related to a financial plan.

4. Capital 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 respective Net
Asset Value 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.

The relevant movements in capital for the period have been
presented in the Statement of Changes in Net Assets. The Funds
invest capital from subscriptions in financial instruments in
accordance with the policies and risk management practices of
the Funds, while maintaining sufficient liquidity to meet unitholder
redemptions. The Funds' investment policies are set out in the
prospectus and the risk management and liquidity management
practices are disclosed in Note 5.

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

5. Financial instrument risk

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

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.

Credit risk

Credit risk is the risk that counterparty to a financial instrument
will not honour its obligation under the terms of the instrument,
resulting in a loss of capital. The Funds are exposed to credit
risk through domestic and foreign bonds, derivative contracts,
short-term debt 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 agree-
ments are fully collateralized. In addition, the Funds' custodian
has indemnified the funds from borrower default.

Credit risks arising from fixed income securities, including bonds
and preferred shares, are generally limited to the fair value of the
investments as shown in the Statement of Investment Portfolio.
The Funds limit exposure to individual issuers/sectors and credit
quality levels. 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 attached to the Financial Statements.

Credit risks arising from short-term debt investments are limited
to the carrying value of cash equivalents as shown on the
Statement of Net Assets, except in the case of MD Money Fund,
where the credit risk is limited to the fair value of investments as
shown on the Statement of Investment Portfolio. The Funds
manage credit risk on short-term debt 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.

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 unrealized gain shown in the Schedule of
Derivative Instruments, or nil if the contract is in a loss position.
Each Fund manages credit risk on derivatives by only entering
into agreements with counterparties that have an approved

credit rating as defined in NI81-102. The total unrealized gain
(loss) of the derivative contract cannot exceed 10% of the Fund's
Net Asset Value.

Liquidity risk

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. In addition,
the Funds' units are redeemable on demand. In accordance with
NI81-102, the Funds must provide payment for redeemed units
within three business days of receipt of a redemption order. 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 Net Asset Value. During
the period, no Fund borrowed against its respective line of credit.

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 Fund 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.

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.

The Funds' interest bearing financial instruments that subject the
Funds to interest rate risk include domestic and foreign bonds,
asset backed securities and collateralized mortgage obligations.
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.

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.
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Other Price risk

Other Price risk is the risk that the fair value of financial instru-
ments 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 instru-
ments’ 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. Other
price risk attributable to the general market is systematic and
cannot be diversified away.

The maximum loss due to other price risk is limited to the fair
value of the equity investments presented on the Statement of
Investment Portfolio. Each individual Fund's exposure to other
price risk, if any, is presented in the “Financial Instruments Risks”
section of the financial statements.

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.
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6. 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

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

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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