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Interim Unaudited Financial Statements for the Six-Month Period Ended June 30, 2011
These Interim Unaudited Financial Statements do not contain the Interim Management Report of Fund Performance (“MRFP”) of the investment fund. If you have not received a copy  
of the Interim MRFP with this report, you may obtain a copy of the Interim MRFP at your request, and at no cost, by calling the toll-free number 1 800 267-2332, by writing to us at  
MD 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. Copies of the Annual 
Financial Statements or Annual MRFP may also be obtained, at no cost, using any of the methods outlined above. Securityholders may also contact us using one of these methods to 
request a copy of the investment fund’s proxy voting policies and procedures, proxy voting disclosure record or quarterly portfolio disclosure.

Notice of no auditor review of the Interim Financial Statements
MD Physician Services Inc., the Manager of the Fund, appoints independent auditors to audit the Fund’s Annual Financial Statements. Under Canadian securities laws (National 
Instrument 81-106), if an auditor has not reviewed the Interim Financial Statements, this must be disclosed in an accompanying notice. The Fund’s independent auditors have not per-
formed a review of these Interim Financial Statements in accordance with standards established by the Canadian Institute of Chartered Accountants.

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 1 800 267-2332. 

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 
interim financial statements.

The interim financial statements are produced on a fund-by-fund basis, and your report only includes information on 
the funds you owned as of June 30, 2011. 

If you have any questions regarding these documents, please contact your MD advisor or the MD TradeCentre at 
1 800 267-2332. We thank you for your continued investment in the MD Family of Funds. 

A Message Regarding Your Financial Statements 
 



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

MD Conservative Portfolio	
Statement of Investment Portfolio as at June 30, 2011 (unaudited)

Percentages shown in brackets relate investments at fair value to net assets of the Fund.
The accompanying notes are an integral part of these financial statements.
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		  Number	 Average	 Fair
		  of Shares	 Cost ($)	 Value ($)

	

Mutual Fund (100.00%)		
Mackenzie Sentinel Global Bond Fund Series O	  901,845 	  8,939 	  8,515 
Mackenzie Sentinel Real Return Bond Fund	  302,589 	  3,575 	  3,743 
MD American Growth Fund Series I	  885,947 	  3,398 	  3,845 
MD Bond and Mortgage Fund Series I	  1,499,727 	  16,109 	  16,152 
MD Bond Fund Series I	  7,039,242 	  54,360 	  54,765 
MD Equity Fund Series I	  730,322 	  16,713 	  17,930 
MD Growth Investments Limited Series I	  423,044 	  3,572 	  3,799 
MD International Growth Fund Series I	  508,515 	  3,567 	  3,850 
MD Select Fund Series I	  650,870 	  12,151 	  12,848 
Total for Mutual Fund (100.00%)	  122,384 	  125,447 
Total for MD Conservative Portfolio (100.00%)	  $122,384 	  $125,447



MD Conservative Portfolio	
Financial Statements

The accompanying notes are an integral part of these financial statements.
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Statement of Net Assets (unaudited)		
(in $000’s except for units outstanding and per unit amounts)		

		
			   June 30, 		  December 31, 

		  2011		  2010

Assets	
Investments, at fair value	  $125,447 	  $83,592 
Cash and short-term investments 	  464 	  256 
Subscriptions receivable	  505 	  223 
		   126,416 	  84,071 

Liabilities	
Payable for investment transactions	  149 	  167 
Distributions payable	  1 	 —
Redemptions payable	 —	  25 
		   150 	  192 

Net assets and unitholders’ equity	  $126,266 	  $83,879 
		
Number of units outstanding (see Schedule of Fund Unit Transactions)	
Series A	  11,793,218 	  7,895,608 
		
Net assets per unit (see Schedule of Net Assets per Unit and Net Asset Value per Unit)	
		   $10.71 	  $10.62 
		
Investments, at cost	  $122,384 	  $80,460

Statement of Operations (unaudited)		
(in $000’s except for per unit amounts)		

		
Six months ended		  June 30, 2011		  June 30, 2010

Revenue		
Income from underlying funds	  $1,487 	  $296 
Interest	  9 	  7 
		   1,496 	  303 
		
Expenses		
Management fees (Note 3)	  672 	  129 
Administration fees	  76 	  15 
		   748 	  144 
		
Net investment income (loss)	  $748 	  $159 
		
Realized and unrealized gain (loss) on investments and transaction costs
Net realized gain (loss) on sale of investments	  $144 	  (3)
Change in unrealized appreciation (depreciation)  

of investments and derivatives	  (69)	  (403)

Net gain (loss) on investments	  $75 	  $(406)
		
Increase (decrease) in net assets from operations	  $823 	  $(247)
			 
Increase (decrease) in net assets from operations per unit, for the period	
		  $0.08 	  $(0.11)

Statement of Changes in Net Assets (unaudited)
(in $000’s)		

		
Six months ended		  June 30, 2011		  June 30, 2010

Series A		
Net assets—beginning of period	  $83,879 	  $—
Add (deduct) changes during the period:		
Operations		
	 Increase (decrease) in net assets from operations	  823 	  (248)

Unitholders		
	 Proceeds from issue of units	  55,778 	  46,151 
	 Consideration paid for redemption of units	  (14,214)	  (3,251)
		   41,564 	  42,900 
Net assets—end of the period	  $126,266 	  $42,652



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

Schedule of Fund Unit Transactions		
As at June 30
			   2011		  2010

Series A		
Outstanding, beginning of period	  7,895,608 	 — 
Issued	  5,228,306 	 4,590,914 
Redeemed	  (1,330,696)	  (323,142)
Outstanding, end of period	  11,793,218 	  4,267,772 
 

Schedule of Net Assets per Unit  
and Net Asset Value per Unit 			 
As at June 30, 2011 and December 31, 2010		
			   2011		  2010

Series A		
Net asset value per unit	  $10.71 	  $10.62 
Bid price adjustment	 —   	 —   
Net assets per unit	  $10.71 	  $10.62 
		
			 

Schedule of Fees 		
As at June 30		

			   2011		

Maximum annualized management fee		
Series A	 1.15%	
		
Annual fixed administration fee rate	 0.13%	
		
		



The accompanying notes are an integral part of these financial statements.
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MD Conservative Portfolio	
Financial Instruments Risks

Financial Instruments	
MD Conservative Portfolio (the “Portfolio”) invests in a diversified portfolio of mutual 
funds as shown in the Statement of Investment Portfolio. The Portfolio invests excess 
cash, if any, in high grade short-term notes with maturities of less than 1 year. These 
investments expose the Portfolio to risks associated with financial instruments. The 
Portfolio’s exposure and sensitivity to these risks are presented below. A description of 
the risks and how the Portfolio manages these risks is discussed in Note 5 of the Notes 
to the Financial Statements.

Credit Risk	
The Portfolio’s credit risk is concentrated in investments in short-term debt 
instruments. The Portfolio’s maximum exposure to credit risk is the cash equivalents 
presented on the Statement of Net Assets.	

As at June 30, 2011 the Portfolio does not have direct investments in debt 
instruments and therefore, does not have exposure to credit risk. However, the 
Portfolio may be exposed to indirect credit risk in the event that the underlying funds 
invest in debt instruments and derivatives.	

Currency Risk	
The Portfolio does not have significant assets or liabilities denominated in foreign 
currencies and therefore does not have material exposure to currency risk. However, 
the Portfolio may be exposed to indirect currency risk in the event that the 
underlying funds invest in financial instruments that are denominated in a currency 
other than Canadian dollars.	

Interest Rate Risk	
As at June 30, 2011, the Portfolio does not have any direct investments in debt 
instrument or interest bearing assets. Therefore, the Portfolio is not exposed to 
interest rate risk. However, the Portfolio may be exposed to indirect interest rate risk 
in the event that the underlying funds invest in interest-bearing financial instruments.

Other Price Risk	
As at June 30, 2011, 33.5% (December 31, 2010 - 32.9%) of the Portfolio’s Net 
Assets were invested in equity financial instruments traded in active markets. If 
prices of securities traded on these markets decrease by 10%, with all other factors 
remaining constant, Net Assets could fall by approximately $4,227 (December 31, 
2010 - $2,750). Conversely, If prices increase by 10%, Net Assets could rise by 
approximately $4,227 (December 31, 2010 - $2,750). These sensitivities are 
estimates. Actual results may vary, and the variance may be significant.	

Fair Value Hierarchy	
The following is a summary of MD Conservative Portfolio’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 Portfolio’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 other 
	 in active markets 	 observable

		  for identical assets	 inputs 
	 (Level 1)	 (Level 2)	 Total*

June 30, 2011
Mutual Funds	 $125,447 	 $— 	 $125,447 
Cash and Short-Term Investments	  464 	  — 	  464 
Total 	 $125,911 	 $— 	 $125,911 

December 31, 2010			 
Mutual Funds	 $83,592 	 $— 	 $83,592 
Cash and Short-Term Investments	  256 	  — 	  256 
Total 	 $83,848 	 $— 	 $83,848 

*MD Conservative Portfolio 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 June 30, 2011 and from January 5, 2010 to December 31, 2010. 	
					   



Notes to Financial Statements
For the periods ended June 30, 2011 and 2010
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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:

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 Units Series S Units Series I Units Series T Units Private Trust Series

MD Money Fund July 12,1983

MD Bond Fund April 6, 1988 June 27, 2007 October 30, 2009

MD Bond and Mortgage Fund September 19, 1995 June 27, 2007 October 30, 2009

MD Balanced Fund September 9, 1992 June 27, 2007 October 25, 2010

MD Dividend Fund September 9, 1992 June 27, 2007 October 30, 2009 October 25, 2010

MD Income & Growth Fund January 4, 2007 June 27, 2007 October 30, 2009 October 25, 2010

MD Equity Fund March 1, 1966 June 27, 2007 October 30, 2009 October 25, 2010

MD Select Fund October 29, 1993 June 27, 2007 October 30, 2009 October 25, 2010

MD American Value Fund August 9, 2000 June 27, 2007 October 30, 2009 October 25, 2010

MD American Growth Fund September 9, 1992 June 27, 2007 October 30, 2009 October 25, 2010

MD International Value Fund January 5, 2004 June 27, 2007 October 30, 2009 October 25, 2010

MD International Growth Fund August 9, 2000 June 27, 2007 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

Series A Series S Series I

MD Growth Investments Limited July 18, 1969 June 27, 2007 October 30, 2009



Notes to Financial Statements
For the periods ended June 30, 2011 and 2010
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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 June 30, 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 June 30, 2011 and December 31, 
2010.  The Statements of Operations, Statement of Changes in 
Net Assets, Schedule of Fund Unit Transactions and Schedule of 
Soft Dollar Commissions are for the periods ended June 30, 2011 
and June 30, 2010, except for the Funds established during either 
period, in which case the information provided relates to the 
period from inception to June 30, 2011 or to June 30, 2010.  
The Financial instrument risks for each of the Funds are as at 
June 30, 2011 and December 31, 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 offers “Series A” units which are 
available to all MD Management Ltd. clients who are qualified 
eligible investors.

On January 5, 2010, “Series I” 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. 

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 securities 
for which the Manager feels the latest market prices are not 
reliable, fair value is estimated based on valuation techniques 
established by the Manager. Valuation techniques established 
by the Manager are based on observable market data except in 
situations where there is no relevant or reliable market data. 
The value of securities estimated using valuation techniques 
not based on observable market data, if any, is disclosed in the 
Statement of Investment Portfolio.

Cash and short-term investments
Cash is comprised of cash on deposit and short-term investments 
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 invest-
ments include foreign cash and foreign short-term investments.

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. 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.



Notes to Financial Statements
For the periods ended June 30, 2011 and 2010
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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, 
which 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 gain (loss) 
on investments.

Forward currency contracts
The Funds may enter into forward currency contracts for 
either hedging or non-hedging purposes where such activity is 
consistent 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”. Upon closing of the contracts, the accumulated 
gains or losses are reported in “Net realized gain (loss) on sale of 
derivative instruments.” Unrealized gains (losses) on forward 
currency contracts are categorized as financial assets (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 

(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 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 per unit for each series is computed by calculating 
the value of that series’ proportionate share of net assets and 
liabilities of the Fund common to all series less liabilities attribut-
able 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.

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”). 

Net Asset Value is calculated in accordance with Section 14.2 of 
NI81-106. This 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 net 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.

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
The Canadian Accounting Standards Board (“AcSB”) confirmed 
the plan to adopt International Financial Reporting Standards 
(“IFRS”) in 2011. MD Physician Services Inc., in their capacity 
as Trustee and Manager of the MD Family of mutual funds has 
developed a changeover plan to meet the timetable published by 
the AcSB for the Funds’ changeover to IFRS. The key elements of 
the changeover plan include an assessment of significant IFRS 
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and Canadian GAAP differences, analysis and conclusion on 
accounting policy choices, identification of additional disclosure 
requirements under IFRS, and preparation of financial statements 
in accordance with IFRS with comparatives. 

Based on MD Physician Services Inc.’s current evaluation of 
the differences between Canadian GAAP and IFRS, Net Assets 
or Net Asset Value are not expected to be impacted by the 
changeover to IFRS. MD Physician Services Inc. expects that the 
IFRS implementation 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.

On January 12, 2011, the AcSB announced an IFRS deferral option 
for most investment funds until fiscal years beginning on or after 
January 1, 2013. 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 comparative information, for the interim period ending 
June 30, 2013.

3. Management fees and other fees and expenses
The management 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 management 
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 fee or operating expenses are charged in 
respect of Series I 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 units and 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. 

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 fixed annual percentage of the Funds’ 
assets under management.

Short-term trading/early redemption fee 
Effective August 8, 2009, subject to the exceptions described 
below, 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.

MDPSI may waive the early redemption fee at its discretion at 
any time.

4. Capital units
With the exception of MD Growth Investments Limited, the 
Funds’ capital is represented by an unlimited number of autho-
rized 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 Statements 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 unithold-
er 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.

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 
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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 Risk Supplement attached to 
the Statement of Investment Portfolio. 

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 invest-
ments 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. Credit risk on 
amounts due from brokers is minimal since transactions are 
settled through clearinghouses where securities are only 
delivered for payment when cash is received.

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 indi-
vidual 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.

Other Price risk
Price risk is the risk that the fair value of financial instruments 
may decline because of changes in market prices of the financial 
instruments, other than declines due to interest rate risk and 
currency risk. Other price risk stems from financial instruments’ 
sensitivity to changes in the overall market (market risk) as well 
as factors specific to the individual financial instrument. The 
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price risk attributable to individual investments is managed 
through effective diversification of the portfolio, careful security 
selection and adjustments to fair value when there is significant 
volatility in international markets after markets are closed. 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 price 
risk, if any, is presented in the Financial Risk 

Supplement attached to the Statement of Investment Portfolio. 
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.

6.  Fair value measurement
The Funds are subject to the revised provisions of Section 3862, 
which sets out requirements for fiscal years ending after 
September 30, 2009. Section 3862 establishes a fair value 
hierarchy to categorize 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.

7. Comparative figures
Certain of the comparative figures have been reclassified to 
conform to the current period’s presentation.
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