Annual Financial Statements

VERITAS ABSOLUTE RETURN FUND
December 31, 2021

VERITAS ABSOLUTE RETURN FUND
December 31, 2021

Table of contents
Independent Auditor’s Report………………………….……………………… .........................................................1-2
Statement of Financial Position ...............................................................................................................................3
Statement of Comprehensive Income .....................................................................................................................4
Statement of Changes in Net Assets Attributable to Holders of Redeemable Units ..............................................5
Statement of Cash Flows......................................................................................................................................... 6
Schedule of Investment Portfolio ......................................................................................................................... 7-9
Notes to the Financial Statements..................................................................................................................... 10-19

Deloitte LLP
Bay Adelaide East
8 Adelaide Street West
Suite 200
Toronto ON M5H 0A9
Canada
Tel: 416-601-6150
Fax: 416-601-6151
www.deloitte.ca

Independent Auditor’s Report
To the Unitholders of
Veritas Absolute Return Fund (Formerly, Veritas Long Short Fund)
(the “Fund”)

Opinion

We have audited the financial statements of the Fund, which comprise the statements of financial
position as at December 31, 2021 and 2020, and the statements of comprehensive income, changes in
net assets attributable to holders of redeemable units and cash flows for the years then ended, and
notes to the financial statements, including a summary of significant accounting policies (collectively
referred to as the “financial statements”).
In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Fund as at December 31, 2021 and 2020, and its financial performance and its
cash flows for the years then ended in accordance with International Financial Reporting Standards
(“IFRS”).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards
(“Canadian GAAS”). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are independent of
the Fund in accordance with the ethical requirements that are relevant to our audit of the financial
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Other Information

Management is responsible for the other information. The other information comprises the
Management Report of Fund Performance.
Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon. In connection with our audit of the financial statements,
our responsibility is to read the other information identified above and, in doing so, consider whether
the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit, or otherwise appears to be materially misstated.
We obtained the Management Report of Fund Performance prior to the date of this auditor’s report. If,
based on the work we have performed on this other information, we conclude that there is a material
misstatement of this other information, we are required to report that fact in this auditor’s report. We
have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.
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In preparing the financial statements, management is responsible for assessing the Fund’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Fund or to cease
operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Fund’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with Canadian GAAS will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.
As part of an audit in accordance with Canadian GAAS, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:
●

Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

●

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Fund’s internal control.

●

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

●

Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Fund’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Fund to
cease to continue as a going concern.

●

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Chartered Professional Accountants
Licensed Public Accountants
February 16, 2022

2

Veritas Absolute Return Fund
Statement of Financial Position
As at December 31, 2021 and 2020
December 31, 2021
ASSETS
Current assets
Cash at broker (Note 3)
Investments at fair value through profit and loss (Note 3)
Dividends receivable
Subscription receivable
Prepaid expenses
Expense reimbursement receivable

$

LIABILITIES
Current liabilities
Investments sold short, at fair value through profit and loss (Note 3)
Dividends payable on investments sold short
Accounts payable and accrued liabilities
Management fees payable (Note 5)
Interest payable on investments sold short
Redemptions payable
Net Assets Attributable to Holders of Redeemable Units
Net Assets Attributable to Holders of Redeemable Units per Series
Series A
Series F
Series I

$

1,633,198
20,152,715
81,762
17,451
–
1,949

55,637,212

21,887,075

8,700,962
3,301
51,237
60,139
12,120
80

3,597,865
9,065
50,839
23,388
5,394
14,250

8,827,839

3,700,801

$

46,809,373

$

18,186,274

$

7,137,349
36,884,739
2,787,285

$

1,480,350
14,665,073
2,040,851

$

46,809,373

$

18,186,274

Number of Redeemable Units Outstanding (Note 6)
Series A
Series F
Series I
Net Assets Attributable to Holders of Redeemable Units per Unit
Series A
Series F
Series I

10,072,458
45,408,144
141,248
13,671
1,691
–

December 31, 2020

586,402
3,017,959
237,538
$

12.17
12.22
11.73

140,348
1,402,047
201,530
$

10.55
10.46
10.13

The accompanying notes are an integral part of these financial statements.
Approved on behalf of the Fund,

“Anthony Scilipoti”

_________________________
Manager and Trustee
Veritas Asset Management Inc.
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Veritas Absolute Return Fund
Statement of Comprehensive Income
For the years ended December 31, 2021 and 2020
2021
Income
Dividend income
Interest income for distribution purposes
Net realized gain on investments
Net change in unrealized appreciation in value of investments
Other income

$

580,850
46,237
3,596,331
2,478,195
422

2020
$

6,702,035
Expenses
Management fees (Note 5)
Operating costs
Dividends paid on investments sold short
Interest and borrowing fees
Commissions and other portfolio transactions costs
Audit fees
Legal fees
Custodian fees
Independent review committee fees
Withholding tax
Expense reimbursement from Manager (Note 5)

375,380
95,950
269,965
535,272
141
1,276,708

498,351
211,208
101,768
74,144
60,830
35,477
23,001
12,709
12,080
215
(18,092)

267,425
191,608
105,915
86,596
11,012
45,067
22,600
12,717
14,080
5
(87,294)

1,011,691

Increase in Net Assets Attributable to Holders of Redeemable Units

Increase in Net Assets Attributable to Holders of Redeemable Units per Series
Series A
Series F
Series I

Increase in Net Assets Attributable to Holders of Redeemable Units per Unit (Note 12)
Series A
Series F
Series I

669,731

$

5,690,344

$

606,977

$

873,051
4,276,470
540,823

$

44,039
487,601
75,337

$

5,690,344

$

606,977

$

2.16
2.35
2.48

$

0.46
0.38
0.37

The accompanying notes are an integral part of these financial statements.
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Veritas Absolute Return Fund
Statement of Changes in Net Assets Attributable to Holders of Redeemable Units
For the years ended December 31, 2021 and 2020

December 31, 2021
Series A
Series F
Series I

Net assets
attributable to
holders of
redeemable
units, beginning
of year

Proceeds from
redeemable units
issued*

Redemption of
redeemable
units*

Distributions to
holders of
redeemable units

Reinvestment of
distributions

Increase in net
assets
attributable to
holders of
redeemable units

Net assets
attributable to
holders of
redeemable
units, end of year

$

1,480,350 $
14,665,073
2,040,851

4,977,020 $
22,628,290
229,402

(173,690) $
(4,413,682)
(23,791)

(355,785) $
(1,771,557)
(194,145)

336,403 $
1,500,145
194,145

873,051 $
4,276,470
540,823

7,137,349
36,884,739
2,787,285

$

18,186,274 $

27,834,712 $

(4,611,163) $

(2,321,487) $

2,030,693 $

5,690,344 $

46,809,373

* Total proceeds from redeemable units relating to switch-ins and redemptions of redeemable units relating to switch-outs for the year ended December 31, 2021
were $113,386 and $(113,386), respectively.

December 31, 2020
Series A
Series F
Series I

Net assets
attributable to
holders of
redeemable
units, beginning
of year

Proceeds from
redeemable units
issued**

Redemption of
redeemable
units**

Distributions to
holders of
redeemable units

Reinvestment of
distributions

Increase in net
assets
attributable to
holders of
redeemable units

Net assets
attributable to
holders of
redeemable
units, end of year

$

244,842 $
10,676,674
1,994,662

1,413,254 $
6,894,638
–

(221,785) $
(3,393,840)
(29,148)

– $
–
–

– $
–
–

44,039 $
487,601
75,337

1,480,350
14,665,073
2,040,851

$

12,916,178 $

8,307,892 $

(3,644,773) $

– $

– $

606,977 $

18,186,274

** Total proceeds from redeemable units relating to switch-ins and redemptions of redeemable units relating to switch-outs for the year ended December 31, 2020
were $nil and $nil, respectively.

The accompanying notes are an integral part of these financial statements.
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Veritas Absolute Return Fund
Statement of Cash Flows
For the years ended December 31, 2021 and 2020
Cash provided by (used in):
Operating Activities
Increase in Net Assets Attributable to Holders of Redeemable Units
Adjustments for non-cash items
Net realized gain on investments
Net change in unrealized appreciation in value of investments
Change in non-cash balances
Increase in dividends and interest receivable
Decrease in other assets
(Increase) decrease prepaid expense
Decrease (increase) in expense reimbursement receivable
(Decrease) increase in dividends payable on investments sold short
Increase in accounts payable and accrued liabilities
Increase in management fees payable
Increase in interest payable on investments sold short
Proceeds from sale of investments
Purchase of investments

2021
$

2020

5,690,344 $

606,977

(3,596,331)
(2,478,195)

(269,965)
(535,272)

(59,486)
–
(1,691)
1,949
(5,764)
398
36,751
6,726
139,327,243
(153,297,413)

(34,754)
18,387
1,653
(1,949)
2,678
6,514
7,582
4,017
95,156,729
(104,460,131)

(14,375,469)

(9,497,534)

Financing Activities
Proceeds from redeemable units issued
Amount paid on redemption of redeemable units
Distributions to holders of redeemable units
Reinvestment of distributions

27,725,106
(4,511,947)
(2,321,487)
2,030,693

8,302,066
(3,632,312)
–
–

Cash provided by financing activities

22,922,365

4,669,754

Cash used in operating activities

Increase (decrease) in cash at broker during the year
Foreign exchange (loss) gain on cash
Cash at broker, beginning of year
Cash at broker, end of year
Supplemental information*
Interest paid
Interest received
Dividends paid
Dividends received, net of withholding taxes

8,546,896
(107,636)
1,633,198

(4,827,780)
36,186
6,424,792

$

10,072,458 $

1,633,198

$

36,730 $
46,237
99,220
487,052

15,514
101,573
103,237
334,998

*Included as a part of cash flows from operating activities

The accompanying notes are an integral part of these financial statements.
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Veritas Absolute Return Fund
Schedule of Investment Portfolio
As at December 31, 2021
Number of
shares/units
30,700
22,400
22,200
71,100
237,200
17,800
18,200
7,700
13,500
15,456
18,900
13,100
38,600
61,600
3,400
17,500
200
48,900
17,700
68,700
68,200
10,800
7,900
25,500
48,100
28,600
19,300
15,100
6,700
55,800
53,300
7,600
68,800
45,300
17,500
57,300
8,600
16,900
28,400
29,500
6,800
10,200
5,000

Average
cost

Investments owned
Canadian equities
Air Canada
Alimentation Couche-Tard Inc.
Allied Properties Real Estate Investment Trust
ARC Resources Ltd.
Bombardier Inc.
Brookfield Business Partners LP
Brookfield Infrastructure Partners LP
Canadian Imperial Bank of Commerce
Canadian Natural Resources Ltd.
Canadian Pacific Railway Ltd.
Canadian Utilities Ltd.
Canadian Western Bank
Capital Power Corp.
Cenovus Energy Inc.
Ceridian HCM Holding Inc.
Cogeco Communications Inc.
Constellation Software Inc.
Crombie Real Estate Investment Trust
Enbridge Inc.
Enerplus Corp.
Equinox Gold Corp.
George Weston Ltd.
Granite Real Estate Investment Trust
Home Capital Group Inc.
Hydro One Ltd.
Killam Apartment Real Estate Investment Trust
Laurentian Bank of Canada
Linamar Corp.
Loblaw Cos Ltd.
Manulife Financial Corp.
Maple Leaf Foods Inc.
Open Text Corp.
PrairieSky Royalty Ltd.
Quebecor Inc.
Restaurant Brands International Inc.
RioCan Real Estate Investment Trust
Royal Bank of Canada
Shaw Communications Inc.
Suncor Energy Inc.
TELUS Corp.
TFI International Inc.
The Bank of Nova Scotia
The Descartes Systems Group Inc.

$

658,705 $
1,075,503
953,946
747,674
358,989
977,567
1,295,408
1,118,404
628,923
1,386,625
691,356
490,902
1,378,302
928,501
461,680
1,895,832
436,621
773,868
844,684
624,126
687,774
1,255,336
653,244
1,104,944
1,477,403
565,097
777,819
1,112,402
657,788
1,259,962
1,546,904
463,044
954,300
1,364,936
1,296,614
1,144,193
1,116,535
621,682
803,113
819,911
853,019
846,784
501,741

Fair
value

% of net
asset value

648,691
1,187,200
975,690
817,650
398,496
1,033,290
1,401,218
1,135,365
721,575
1,406,187
693,441
475,530
1,523,156
955,416
449,514
1,762,775
469,388
910,518
874,557
916,458
583,792
1,583,928
832,660
996,285
1,582,971
674,674
775,281
1,131,443
694,388
1,345,338
1,559,558
456,304
937,744
1,293,315
1,342,250
1,314,462
1,154,550
648,791
898,860
878,805
964,716
913,410
523,100

1.39
2.54
2.08
1.75
0.85
2.21
2.99
2.43
1.54
3.00
1.48
1.02
3.25
2.04
0.96
3.77
1.00
1.95
1.87
1.96
1.25
3.38
1.78
2.13
3.38
1.44
1.66
2.42
1.48
2.87
3.33
0.97
2.00
2.76
2.87
2.81
2.47
1.39
1.92
1.88
2.06
1.95
1.12
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Veritas Absolute Return Fund
Schedule of Investment Portfolio (Cont'd)
As at December 31, 2021
Number of
shares/units
116,500
9,900
127,500

600

Average
cost

Investments owned
Canadian equities (Cont'd)
TransAlta Corp.
West Fraser Timber Co., Ltd.
Yamana Gold Inc.

$

U.S. option
Tesla Inc. Put $1020 18FEB22
Total investments owned

Number of
shares/units
(20,600)
(13,100)
(3,900)
(15,200)
(14,400)
(10,800)
(24,300)
(12,200)
(7,800)
(24,500)

(5,500)
(19,800)
(26,100)
(16,800)
(2,600)

(4,300)
(6,700)
(38,300)
(2,000)
(2,900)
(4,800)
(5,300)
(700)

Investments sold short
Canadian equities
Ballard Power Systems Inc.
Boralex Inc.
Canadian Tire Corp Ltd.
GFL Environmental Inc.
Great-West Lifeco Inc.
Imperial Oil Ltd.
Innergex Renewable Energy Inc.
Northland Power Inc.
Sun Life Financial Inc.
TransAlta Renewables Inc.

U.S. equities
Affirm Holdings Inc.
Sunnova Energy International Inc.
SunPower Corp.
Sunrun Inc.
Zoom Video Communications Inc.

U.S. options
Boot Barn Holdings Inc. Call $155 21JAN22
Boot Barn Holdings Inc. Put $100 21JAN22
Canoo Inc. Call $17.50 21JAN22
Dillard's Inc. Call $330 21JAN22
Dillard's Inc. Put $230 21JAN22
Splunk Inc. Call $140 21JAN22
Splunk Inc. Put $95 21JAN22
Tesla Inc. Call $1250 18FEB22

$

1,270,175 $
1,062,217
713,019

Fair
value

% of net
asset value

1,636,825
1,194,732
678,300

3.50
2.55
1.45

42,657,572

45,352,597

96.90

108,467

55,547

0.12

42,766,039

45,408,144

97.02

Proceeds on
short sale

Fair
value

(329,913) $
(490,648)
(697,352)
(745,756)
(535,183)
(486,012)
(485,010)
(484,541)
(531,348)
(481,801)

% of net
asset value

(327,335)
(454,308)
(707,616)
(727,016)
(546,624)
(492,696)
(451,980)
(462,990)
(549,198)
(459,375)

(0.70)
(0.97)
(1.51)
(1.55)
(1.17)
(1.05)
(0.97)
(0.99)
(1.17)
(0.98)

(5,267,564)

(5,179,138)

(11.06)

(844,974)
(815,941)
(796,839)
(842,680)
(676,633)

(699,979)
(699,644)
(689,381)
(729,289)
(605,167)

(1.50)
(1.49)
(1.47)
(1.56)
(1.29)

(3,977,067)

(3,423,460)

(7.31)

(4,890)
(16,094)
(15,659)
(36,235)
(47,712)
(11,530)
(17,076)
(56,890)

(1,088)
(5,936)
(1,212)
(6,201)
(22,021)
(1,519)
(2,616)
(30,679)

0.00
(0.01)
0.00
(0.01)
(0.05)
0.00
(0.01)
(0.07)
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Veritas Absolute Return Fund
Schedule of Investment Portfolio (Cont'd)
As at December 31, 2021
Number of
shares/units
(600)
(28,700)
(50,200)

Proceeds on
short sale

Investments sold short
U.S. options (Cont'd)
Tesla Inc. Put $900 18FEB22
Weber Inc. Call $17.50 21JAN22
Weber Inc. Put $10 21JAN22

$

Total investments sold short
Commissions and other portfolio transaction costs
Net investments owned

Fair
value

(64,701) $
(5,174)
(12,187)

(24,641)
(1,816)
(635)

(0.05)
0.00
0.00

(288,148)

(98,364)

(0.20)

(9,532,779)

(8,700,962)

(18.57)

(6,051)
$

33,227,209

Other assets, net
Net Assets Attributable to Holders of
Redeemable Units

% of net
asset value

$

–

–

36,707,182

78.45

10,102,191

21.55

46,809,373

100.00

9

Veritas Absolute Return Fund
Notes to Financial Statements
December 31, 2021
1.

TRUST ORGANIZATION AND NATURE OF OPERATIONS
Veritas Absolute Return Fund (the "Fund") is an investment trust created under the laws of the Province of
Ontario by a declaration of trust dated June 8, 2017 (the “Declaration of Trust”) as amended and restated on
October 1, 2019. Effective October 1, 2019, the Fund filed a simplified prospectus with the provincial
regulatory authority to become an alternative mutual fund subject to National Instrument 81-102 Investment
Funds (“NI 81-102”) and changed its name to Veritas Absolute Return Fund. Veritas Asset Management Inc.
is the Manager and Trustee (the “Manager” and “Trustee”) of the Fund. The Fund commenced active
operations on August 2, 2017. The address of the Fund’s registered office is, 100 Wellington Street West,
Suite 3110, Toronto, Ontario, M5K 1E7, Canada.
The investment objective of the Fund is to achieve attractive risk-adjusted rates of return that deliver longterm capital appreciation to unitholders. The Fund invests primarily in the securities of publicly traded
Canadian companies that it identifies as mispriced. Long and short positions will be determined primarily
based on recommendations provided by Veritas Investment Research Corporation (an affiliate of the
Manager). The Fund may also invest in securities that are not formally covered by Veritas Investment
Research Corporation. The Fund will manage its long and short positions to reduce the impact of market
volatility on the portfolio.

2.

BASIS OF PRESENTATION
These financial statements have been prepared in compliance with International Financial Reporting
Standards (“IFRS”). These financial statements have been prepared under the historical cost basis, except
for the revaluation of financial assets and liabilities at fair value through profit or loss.
The annual financial statements were authorized for issue by the Manager on February 16, 2022.

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Valuation of investments
The fair value of financial assets and financial liabilities traded in active markets (such as publicly traded
derivatives and trading securities) is based on quoted market prices. The Fund uses the last traded market
price for both financial assets and financial liabilities where the last traded price falls within that day’s bid-ask
spread. In circumstances where the last traded price is not within the bid-ask spread, the Manager determines
the point within the bid-ask spread that is most representative of fair value based on the specific facts and
circumstances.
Financial Instruments measured at fair value
Investments measured at fair value are classified into one of three fair value hierarchy levels, based on the
lowest level input that is significant to the fair value measurement in its entirety. The inputs or methodologies
used for valuing securities are not necessarily an indication of the risk associated with investing in those
securities.
The three fair value hierarchy levels are as follows:
Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities;
Level 2 – Inputs other than quoted prices included in Level 1 that are observable for the asset or liability,
either directly (i.e., as prices) or indirectly (i.e., derived from prices and /or other observable factors); and
Level 3 – Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
As of December 31, 2021 and 2020, all investments are classified at Level 1.
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Veritas Absolute Return Fund
Notes to Financial Statements
December 31, 2021
3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Classification
The Fund classifies its investments in equity securities and derivatives as financial assets and financial
liabilities at fair value through profit or loss.
The Fund classifies and measures financial instruments in accordance with IFRS 9 Financial Instruments.
Upon initial recognition, financial instruments are classified as fair value through profit or loss (“FVTPL”). All
financial instruments are recognized in the Statement of Financial Position when the Fund becomes a party
to the contractual requirements of the instrument. Financial instruments are derecognized when the right to
receive cash flows from the instrument has expired or the Fund has transferred substantially all risks and
rewards of ownership. Regular purchases and sales of financial assets are recognized at their trade date.
Financial instruments are subsequently measured at FVTPL with changes in fair value recognized in the
Statement of Comprehensive Income.
Recognition/derecognition
The Fund recognizes financial assets or liabilities on the trade date – the date it commits to purchase or sell
short the instruments. From this date any gains and losses arising from changes in fair value of the assets or
liabilities are recognized in the Statement of Comprehensive Income.
Other financial assets are derecognized only when the contractual rights to the cash flows from the asset
expire; or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset
to another entity. The Fund derecognizes financial liabilities when, and only when, the Fund’s obligations are
discharged, cancelled or they expire.
Commissions and other portfolio transaction costs
Commissions and other portfolio transaction costs are incremental costs that are directly attributable to the
acquisition, issue or disposal of an investment, which include fees and commissions paid to agents, advisors,
brokers and dealers, levies by regulatory agencies and securities exchanges, and transfer taxes and duties.
Such costs are expensed and are included in “Commissions and other portfolio transaction costs” in the
Statement of Comprehensive Income.
Cost of investments
The cost of investments represents the amount paid for each security and is determined on an average cost
basis excluding commissions and other portfolio transaction costs.
Investment transactions and income recognition
Investment transactions are accounted for on the trade date. Interest income is accrued daily based on the
stated coupon of the underlying instrument and dividend income is recognized on the ex-dividend date.
Realized gains and losses from investment transactions are calculated on an average cost basis.
Realized gain on sale of investments and unrealized appreciation in investments are determined on an
average cost basis. Average cost does not include amortization of premiums or discounts on fixed income
securities.
Translation of foreign currency
The functional and presentation currency of the Fund is the Canadian dollar. The fair value of foreign
investments and other assets and liabilities denominated in foreign currencies are translated into
Canadian dollars at the exchange rates prevailing at 4:00pm Eastern Time (the “closing rate”) on a day
the Toronto Stock Exchange (“TSX”) is open (each, a “Valuation Date”). Purchases and sales of foreign
securities denominated in foreign currencies and the related income are translated into Canadian dollars
at rates of exchange prevailing on the respective dates of such transactions.

11

Veritas Absolute Return Fund
Notes to Financial Statements
December 31, 2021
3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Translation of foreign currency (continued)
The effects of exchange rate fluctuations on investments are included in the 'Net realized gain on sale of
investments’ and ‘Net change in unrealized appreciation in value of investments’ in the Statement of
Comprehensive Income.
Use of estimates
The preparation of financial statements in accordance with IFRS requires management to use accounting
estimates. It also requires management to exercise its judgment in the process of applying the Fund’s
accounting policies. Estimates are continually evaluated and based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances. Actual results could differ from those estimates.
Net Assets attributable to holders of redeemable units per unit
The Net Assets attributable to holders of redeemable units per unit is calculated by dividing the Net
Assets attributable to holders of redeemable units of a particular series of redeemable units by the total
number of redeemable units of that particular series outstanding at the end of the year.
Increase in Net Assets attributable to holders of redeemable units per unit
Increase in Net Assets attributable to holders of redeemable units per unit is based on the increase in Net
Assets attributable to holders of redeemable units attributed to each series of redeemable units, divided
by the weighted average number of redeemable units outstanding of that series during the year. Refer to
Note 12 for the calculation.
Other assets and liabilities
Dividends receivable, expense reimbursement receivable, subscription receivable and prepaid expenses
are recorded at amortized cost. Dividends payable on investments sold short, accounts payable and
accrued liabilities, management fees payable, interest payable on investment sold short and redemptions
payable are classified as financial liabilities and reported at amortized cost. Financial liabilities are
generally settled within three months of issuance. Other assets and liabilities are short-term in nature, and
accordingly, the amortized cost approximates fair value.
Cash at broker
The Fund has a prime brokerage agreement with its broker to carry its accounts as a customer. The broker
has custody of the Fund's securities and, from time to time, cash balances which may be due from the
broker.

4.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS
The preparation of financial statements requires management to use judgment in applying its accounting
policies and to make estimates and assumptions about the future. The following discusses the most
significant accounting judgments and estimates that the Fund has made in preparing the financial
statements:
Classification of Fund units
The Fund has determined that its units do not meet the criteria to be classified as equity and accordingly
has classified these as liabilities in the Statement of Financial Position.
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5.

RELATED PARTY TRANSACTIONS
Management fees
The Manager receives a management fee payable by the Fund for providing its services to the Fund. The
management fee varies for each series of units. The management fee is calculated and accrued daily
based on a percentage of the net asset value of the series of units of the Fund, plus applicable taxes, and
is payable on the last day of each calendar month. The management fee for each of the applicable series
of Units is as follows:

•

Series A: 2.50% per annum of the net asset value of Series A Units of the Fund calculated daily and
payable on the last business day of the month.

•

Series F: 1.50% per annum of the net asset value of Series F Units of the Fund calculated daily and
payable on the last business day of the month.

•

Series I: Negotiated between the investor and the Manager and paid directly by the investor. The
management fee rate on the Series I units will not exceed the management fee payable on Series F
units of the Fund.

Expense reimbursement
Expense reimbursement by the Manager during the year ended December 31, 2021 amounted to $18,092
(2020: $87,294), out of which $nil was receivable as of December 31, 2021 (2020: $1,949).
Ownership
As at December 31, 2021, 30,272 units (2020: 1,060) of Series F were owned by parties related to the
Manager. As at December 31, 2021, 229,054 units (2020: 201,530) of Series I were owned by parties
related to the Manager.

6.

REDEEMABLE UNITS OF THE FUND
The Fund is authorized to issue an unlimited number of redeemable units in an unlimited number of series,
each of which represents an equal, undivided, beneficial interest in the Net Assets of the Fund. Each unit
of each series entitles the holder to one vote and to participate equally with respect to any and all
distributions made by the Fund.
The Fund has created Series A, Series F units and Series I units. Series A units are available to all
investors. Series F units are available to investors who are enrolled in a dealer-sponsored fee for service
or wrap program and who are subject to an annual asset-based fee rather than commissions on each
transaction or, at the discretion of the Manager, any other investor for whom the Manager does not incur
distribution costs. Series I units are available to institutional investors or to other investors on a case-bycase basis, all at the discretion of the Manager.
The minimum initial investment in Series A and Series F units of the Fund is $5,000, while the minimum
initial investment in Series I units is negotiable between the investor and the Manager. The minimum
subsequent investment in the Series A and Series F units of the Fund is $500 unless bought through a
pre-authorized contribution plan, in which case, the minimum subsequent investment is $100. These
minimum investment amounts may be adjusted or waived in the discretion of the Manager.
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6.

REDEEMABLE UNITS OF THE FUND (continued)
Units of the Fund can be purchased or redeemed on a daily basis on or before 4:00 p.m. (Eastern Time)
on any Valuation Day (each, a “Purchase Date” or a ‘Redemption date” as the case may be). The issue
price of the units is based on the unit price for that particular series on the Purchase Date. If a purchase
order or a redemption order is received by the Manager before 4:00 p.m. ET on a Purchase Date or a
Redemption Date as the case may be, then it is processed at the unit price calculated later that day.
Otherwise, the order will be processed at the unit price calculated on the next Purchase Date or
Redemption Date as applicable. The Manager may process orders at an earlier time if the TSX closes for
trading earlier on a particular day. Orders received after that earlier closing time would be processed on
the next Purchase Date or Redemption Date as applicable. Redemption proceeds are paid within two
business days after the relevant Redemption Date.
If an investor redeems Series A or Series F units of the Fund within 120 days of purchasing such units,
the Fund may deduct and retain, for the benefit of the remaining unitholders in the Fund, 5% of the net
asset value of the Series of units being redeemed. The short-term trading fee will not apply in certain
circumstances such as:





redemptions of Series A or Series F units purchased by the reinvestment of distributions:
for systematic withdrawal plans;
redesignation of Series A or Series F units from one series to another Series of the Fund;
redemptions initiated by the Manager or where redemption notice requirements have been
established by the Manager; or
 in the absolute discretion of the Manager.

The Fund will distribute its net income and net realized capital gains to unitholders at least annually. All
such amounts will be automatically reinvested, without charge, in additional units of the Fund at the unit
value calculated on the date of distribution.
The unit activity during the years ended December 31, 2021 and 2020 are as follows:
Redeemable
Units, beginning
of year

Redeemable
Units Issued

Redemptions
of Redeemable
Units

Reinvestments
of Units

Redeemable
Units, end of
year

Series A

140,348

432,765

(14,567)

27,856

586,402

Series F

1,402,047

1,883,123

(390,951)

123,740

3,017,959

201,530

21,366

(2,044)

16,686

237,538

Series A

23,702

138,877

(22,231)

–

140,348

Series F

1,054,129

678,472

(330,554)

–

1,402,047

204,554

–

(3,024)

–

201,530

December 31, 2021

Series I

December 31, 2020

Series I
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REDEEMABLE UNITS OF THE FUND (continued)
Capital disclosure
The capital of the Fund is represented by issued and redeemable units. The units are entitled to
distributions, if any, and to payment of a proportionate share based on the Fund’s Net Asset Value per
unit upon redemption. The Fund has no restrictions or specific capital requirements on the subscriptions
and redemptions of units. The relevant movements are shown on the Statement of Changes in Net Assets
Attributable to Holders of Redeemable Units. In accordance with its investment objectives and strategies,
and the risk management practices outlined in Note 7, the Fund endeavors to invest the subscriptions
received in appropriate investments while maintaining sufficient liquidity to meet redemptions, such
liquidity being augmented by short-term borrowings or disposal of investments where necessary.

7.

RISK MANAGEMENT
In the normal course of business, the Fund is exposed to a variety of financial risks: credit risk, liquidity
risk and market risk (including interest rate risk, other price risk and currency risk). The value of
investments within the Fund’s portfolio can fluctuate on a daily basis as a result of changes in interest
rates, economic conditions, the market and, company news related to specific securities within the Fund.
The level of risk depends on the Fund’s investment objective and the type of securities it invests in.
The investment objective of the Fund is to achieve attractive risk-adjusted rates of return that deliver longterm capital appreciation to unitholders. The Manager manages risk by employing professional and
experienced portfolio advisors, by daily monitoring of the Fund’s positions and market events, and by
diversifying the investment portfolio within the constraints of the investment objective. To assist in
managing risk, the Manager also maintains a governance structure that oversees the Fund’s investment
activities and monitors compliance with the Fund’s stated investment strategy and securities regulations.
Credit Risk
Credit risk is the risk that the counterparty to a financial instrument will fail to discharge an obligation or
commitment that it has entered into with the Fund.
Where the Fund invests in debt instruments and derivatives, this represents the main concentration of
credit risk. The fair value of debt instruments and derivatives includes consideration of the credit
worthiness of the issuer, and accordingly, represents the maximum credit risk exposure of the Fund.
All transactions executed by the Fund in listed securities are settled/paid for upon delivery using approved
brokers. The risk of default is considered minimal, as delivery of securities sold is only made once the
broker has received payment. Payment is made on a purchase once the securities have been received by
the broker. The trade will fail if either party fails to meet its obligation.
As of December 31, 2021 and 2020, the Fund had no significant investments in debt instruments. The
Fund’s maximum exposure to credit loss is $46,934,559 (2020: $18,289,210).
Liquidity Risk
Liquidity risk is defined as the risk that the Fund may not be able to settle or meet its obligation on time or
at a reasonable price.
The Fund’s exposure to liquidity risk is concentrated in the periodic cash redemptions of units. The Fund
primarily invests in securities that are traded in active markets and can be readily disposed of. In addition,
the Fund generally retains sufficient cash and cash equivalent positions to maintain liquidity.
The Fund may employ the use of derivatives to moderate certain risk exposures. There is no guarantee
that a market will exist for some derivatives and it is possible that the exchanges may impose limits on
trading of derivatives. Financial liabilities are generally settled within three months.
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RISK MANAGEMENT (continued)
Interest Rate Risk
Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or fair
values of financial instruments.
Interest rate risk arises when the Fund invests in interest-bearing financial instruments. The Fund is
exposed to the risk that the value of such financial instruments will fluctuate due to changes in the
prevailing levels of market interest rates. There is minimal sensitivity to interest rate fluctuations on any
cash and cash equivalents invested at short-term market interest rates.
The majority of the Fund’s financial assets and liabilities are non-interest bearing. Accordingly, the Fund
is not subject to significant amounts of risk due to fluctuations in the prevailing levels of market interest
rates. As of December 31, 2021 and 2020, the Fund had no significant investments in debt instruments.
Other Price Risk
Other price risk is the risk that the fair value or future cash flows of financial instruments will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk).
All investments represent a risk of loss of capital. The Manager aims to moderate this risk through careful
selection and diversification of securities and other financial instruments in accordance with the Fund’s
investment objective and strategy. Except for written options and securities sold short, the maximum risk
resulting from financial instruments is determined by the fair value of the financial instruments. Possible
losses from written call options and securities sold short can be unlimited. The Fund’s overall market
positions are monitored on a regular basis by the Manager. Financial instruments held by the Fund are
susceptible to market price risk arising from uncertainties about future prices of the instruments.
As of December 31, 2021, 78% (2020: 91%) of the Fund’s Net Assets attributable to holders of redeemable
units were invested in securities traded on North American stock exchanges. If security prices on the North
American stock exchanges had increased or decreased by 10% as of the year end, with all other factors
remaining constant, Net Assets attributable to holders of redeemable units could possibly have increased
or decreased by approximately $3,670,718 (2020: $1,655,485). In practice, the actual results may differ
from this sensitivity analysis and the difference could be material.
Concentration Risk
A relatively high concentration of assets in a single or small number of issuers may reduce the
diversification and liquidity of the Fund and increase its volatility. As a result of reduced liquidity, the
Fund’s ability to satisfy redemption requests may be reduced. It may also result in a concentration in
specialized industries or market sectors. Investment in the Fund will therefore involve greater risk and
volatility than investing in a mutual fund that has a broadly based investment portfolio since the
performance of one particular industry or market could significantly and adversely affect the overall
performance of the Fund.
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RISK MANAGEMENT (continued)
Concentration Risk (continued)
The following is a summary of the Fund’s concentration risk as a percentage of the net assets of the
Fund:
Percentage of net assets attributable to
holders of redeemable units
Market segment

December 31, 2021

December 31, 2020

Investments owned
Communication Services
Consumer Discretionary
Consumer Staples
Energy
Financials
Funds
Industrials
Information Technology
Materials
Real Estate
Utilities
Total net investments

9.8
3.7
10.7
12.0
12.2
–
5.7
(0.2)
5.2
10.1
9.2
78.4

11.6
5.2
11.1
10.5
9.2
6.9
9.3
3.9
–
9.5
13.9
91.1

Cash at broker

21.4

9.0

0.2

(0.1)

Other assets and liabilities

100.0

100.0

Currency Risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates.
Currency risk arises from financial instruments (including cash at broker) that are denominated in a currency
other than Canadian dollars, which represents the functional currency of the Fund. The Fund may enter into
foreign exchange forward contracts for hedging purposes to reduce its foreign currency exposure, or to
establish exposure to foreign currencies.
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RISK MANAGEMENT (continued)
Currency Risk (continued)
The table below summarizes the Fund’s exposure to currency risk as of December 31, 2021 and 2020:
Impact if CAD strengthened or
weakened by 5% in relation to other
currencies

Exposure
Currency

Monetary

Non-Monetary

Total

Monetary Non-Monetary

Total

December 31, 2021
U.S. Dollar

$

5,079,709 $

(3,466,277) $

1,613,432 $

253,985 $ (173,314) $

80,671

$

5,079,709 $

(3,466,277) $

1,613,432 $

253,985 $ (173,314) $

80,671

% of Net Assets
Attributable to Holders
of Redeemable Units

10.85

(7.41)

3.44

Monetary

Non-Monetary

(0.37)

0.17

Impact if CAD strengthened or
weakened by 5% in relation to other
currencies

Exposure
Currency

0.54

Total

Monetary Non-Monetary

Total

December 31, 2020
U.S. Dollar

$

(456,850) $

1,533,955 $

1,077,105 $

(22,843) $

76,698 $

53,855

$

(456,850) $

1,533,955 $

1,077,105 $

(22,843) $

76,698 $

53,855

(0.13)

0.42

% of Net Assets
Attributable to Holders
of Redeemable Units

8.

(2.51)

8.43

5.92

0.29

EXPENSES
The Manager has the power to incur and make payment out of the Fund property any charges or expenses
which, in the opinion of the Manager, are necessary or incidental to, or proper for, carrying out any of the
purposes of the Declaration of Trust, including without limitation all fees and expenses relating to the
management and administration of the Trust. The Trust is responsible for any income or excise taxes and
brokerage commissions on portfolio transactions.

18

Veritas Absolute Return Fund
Notes to Financial Statements
December 31, 2021
9.

INDEMNIFICATION OF THE TRUSTEE
The Fund, in its Declaration of Trust, has indemnified the Trustee, their principals and their respective
affiliates from all claims that may arise for (i) mistakes of judgement or for action or inaction or for losses
due to such mistakes, action or inaction so long as they acted honestly and not in bad faith and reasonably
believed that their conduct was in the best interests of the Fund and (ii) losses due to mistakes of judgment
or the action or omission of any broker or agent of the Trustee, selected, engaged or retained by the
Trustee, the principals or their respective affiliates. There is no financial impact on indemnification of the
Trustee.

10.

INCOME TAXES
The Fund qualifies as a mutual fund trust under the provisions of the Income Tax Act (Canada). The
Declaration of Fund provides that the Fund’s net taxable income for each year, including net realized
capital gains, is payable to its Unitholders in the year. Accordingly, the Fund is not liable for income tax in
respect of its income and net realized gains for the year ended December 31, 2021. Foreign income
received is subject to foreign withholding taxes.
As of the tax year ended December 31, 2021, the Fund had $nil (2020: $185,831) non-capital and $17,992
(2020: $257,604) capital losses carried forward.

11.

CAPITAL MANAGEMENT
The Fund’s capital is its net assets, representing unitholder’s equity. The Fund’s objective when managing
capital is to safeguard the Fund’s ability to continue as a going concern in order to provide returns for
unitholders, maximize unitholder value and maintain financial strength.
The Fund is not subject to any externally imposed capital requirements.

12.

INCREASE IN NET ASSETS ATTRIBUTABLE TO HOLDERS OF REDEEMABLE UNITS PER
UNIT
The increase in net assets attributable to holders of redeemable units per unit for the years ended
December 31, 2021 and 2020 are calculated as follows:
Increase in Net Assets
Weighted Average of
Increase in Net Assets
Attributable to Holders
Redeemable Units
Attributable to Holders
of Redeemable Units per Outstanding During the of Redeemable Units per
Series
Year
Unit
December 31, 2021
Series A
Series F
Series I

December 31, 2020
Series A
Series F
Series I

$

873,051
4,276,470
540,823

404,021 $
1,817,457
217,682

2.16
2.35
2.48

$

44,039
487,601
75,337

95,231 $
1,272,008
203,509

0.46
0.38
0.37
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