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PROSPECTUS 

 

$80,000,000 (Maximum) $120,000,000 (Maximum) 

8,000,000 Preferred Shares (Maximum) 8,000,000 Class A Shares  (Maximum) 

$10,000,000 (Minimum)  $15,000,000 (Minimum)  

1,000,000 Preferred Shares (Minimum) 1,000,000 Class A Shares (Minimum) 

$10.00 per Preferred Share $15.00 per Class A Share 

E Split Corp. (the “Company”) is a mutual fund established as a corporation under the laws of the Province of 

Ontario. The Company proposes to offer preferred shares (“Preferred Shares”) and class A shares (“Class A 

Shares”) at a price of $10.00 per Preferred Share and $15.00 per Class A Share (the “Offering”). Preferred Shares 

and Class A Shares are issued only on the basis that an equal number of Preferred Shares and Class A Shares will be 

outstanding at all material times. 

The Company will invest in a portfolio comprised primarily of common shares of Enbridge Inc. (the “Portfolio”), a 

North American oil and gas pipeline, gas processing and natural gas distribution company. See “Investment 

Strategy.” 

The investment objectives for the Preferred Shares are to provide holders with fixed cumulative preferential 

quarterly cash distributions and to return the original issue price of $10.00 to holders on June 30, 2023 (the 

“Maturity Date”), subject to extension for successive terms of up to five years as determined by the Company’s 

board of directors. See “Investment Objectives”. The quarterly cash distribution will be $0.13125 per Preferred 

Share ($0.525 per annum), representing a yield of 5.25% per annum on the issue price of $10.00 per Preferred Share 

until June 30, 2023. See “Distribution Policy”. 

The investment objectives for the Class A Shares are to provide holders with non-cumulative monthly cash 

distributions and to provide holders with the opportunity for capital appreciation through exposure to the Portfolio. 

See “Investment Objectives”. The monthly cash distribution is targeted to be $0.10 per Class A Share ($1.20 per 

annum), representing a yield of 8.0% per annum on the issue price of $15.00 per Class A Share. See “Distribution 

Policy”. 

The Preferred Shares have been provisionally rated Pfd-3 (high) by DBRS Limited. See “Description of the Shares – 

Rating of the Preferred Shares”. 

The Company will be managed by Middlefield Limited (the “Manager”). Middlefield Capital Corporation (the 

“Advisor”) will provide investment management advice to the Company. See “Organization and Management 

Details of the Company - Manager of the Company” and “Organization and Management Details of the Company - 

The Advisor”. 
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Price: $10.00 per Preferred Share and $15.00 per Class A Share 

 

 Price to the Public
(1)

 Agents’ Fee 

Net Proceeds to the 

Company
(2)

 

Per Preferred Share $10.00 $0.30 $9.70 

Minimum Total Offering
(3)(4)

 $10,000,000 $300,000 $9,700,000 

Maximum Total Offering
(4)

 $80,000,000 $2,400,000 $77,600,000 

Per Class A Share $15.00 $0.675 $14.325 

Minimum Total Offering
(3)(4)

 $15,000,000 $675,000 $14,325,000 

Maximum Total Offering
(4)

 $120,000,000 $5,400,000 $114,600,000 

Notes: 

(1) The terms of the Offering were established through negotiation between the Agents (as defined herein) and the Manager on behalf of the 
Company. 

(2) Before deducting the expenses of the Offering, which are estimated to be $650,000. The expenses of the Offering, together with the Agents’ 

fee, will be paid out of the proceeds of the Offering, provided however that the expenses of the Offering to be borne by the Company shall 
not exceed 1.5% of the gross proceeds of the Offering. As a result of the priority of the Preferred Shares, the net expenses of the Offering 

will effectively be borne by holders of the Class A Shares and the net asset value per Class A Share will reflect such net expenses of the 

Offering of both the Preferred Shares and Class A Shares. 

(3) There will be no closing of the Offering unless a minimum of 1,000,000 Preferred Shares and 1,000,000 Class A Shares are sold. If 

subscriptions for a minimum of 1,000,000  Preferred Shares and 1,000,000 Class A Shares have not been received within 90 days following 

the date of issuance of a receipt for this prospectus, the Offering may not continue without the consent of the Canadian securities regulators 
and those who have subscribed for Preferred Shares and Class A Shares on or before such date. 

(4) The Company has granted to the Agents an over-allotment option, exercisable for a period of 30 days from the Closing Date (as defined 

herein), to purchase additional Preferred Shares and Class A Shares in an amount up to 15% of the aggregate number of Preferred Shares 
and Class A Shares issued on the Closing Date on the same terms as set forth above solely to cover over-allocations, if any (the “Over-

Allotment Option”). If the Over-Allotment Option is exercised in full under the maximum Offering, the price to the public, Agents’ fee and 
net proceeds to the Company will be $230,000,000, $8,970,000 and $221,030,000, respectively. This prospectus also qualifies the grant of 

the Over-Allotment Option and the distribution of the Preferred Shares and Class A Shares issuable on the exercise of the Over-Allotment 

Option. A purchaser who acquires Preferred Shares and Class A Shares forming part of the Agents’ over-allocation position acquires such 

Preferred Shares and Class A Shares under this prospectus, regardless of whether the Agents’ over- allocation position is ultimately filled 

through the exercise of the Over-Allotment Option or secondary market purchases. See “Plan of Distribution”. 

Prospective purchasers may purchase: (i) Preferred Shares or Class A Shares by a cash payment; or (ii) “Units” 

comprised of one Preferred Share and one Class A Share or Class A Shares by an exchange (the “Exchange 

Option”) of freely-tradable listed securities of any eligible issuers (the “Exchange Eligible Issuers”) by no later than 

5:00 p.m. (Toronto time) on June 8, 2018 through CDS Clearing and Depository Services Inc. (“CDS”). A 

prospective purchaser’s book-entry deposits must be made by a participant in CDS (a “CDS Participant”), who may 

have an earlier deadline for depositing securities of Exchange Eligible Issuers. The Exchange Option does not 

constitute, and is not to be construed as, a take-over bid for any Exchange Eligible Issuer. See “Income Tax 

Considerations” and “Purchases of Securities”. 

There is currently no market through which the Preferred Shares or Class A Shares may be sold. The 

Toronto Stock Exchange has conditionally approved the listing of the Preferred Shares and the Class A 

Shares.  Listing is subject to the Company fulfilling all of the requirements of the Toronto Stock Exchange on 

or before August 15, 2018, including distribution of these securities to a minimum number of public 

securityholders. The Preferred Shares will trade under the symbol “ENS.PR.A” and the Class A Shares will 

trade under the symbol “ENS”. There is no assurance that the Company will be able to achieve its objectives 

or pay or make distributions on the Preferred Shares or Class A Shares in the amounts targeted or at all. An 

investment in Preferred Shares or Class A Shares involves a degree of risk, including that the Portfolio will 

be comprised primarily of common shares of Enbridge Inc. It is important for prospective purchasers to 

consider the risk factors described in this prospectus. See “Risk Factors” for a discussion of various risk 

factors that should be considered by prospective investors, including with respect to the use of leverage. 

There is no guarantee that an investment in the Company will earn any positive return in the short or long 

term nor is there any guarantee that the Company’s investment objectives will be achieved or that the net 
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asset value per Preferred Share or Class A Share will appreciate or be preserved. An investment in the 

Company is appropriate only for investors who have the capacity to absorb investment losses. Prospective 

investors should read carefully the risk factors described in this prospectus. See “Risk Factors” for a 

discussion of certain factors that should be considered by prospective purchasers of Preferred Shares and 

Class A Shares. 

CIBC World Markets Inc., RBC Dominion Securities Inc., BMO Nesbitt Burns Inc., Scotia Capital Inc., TD 

Securities Inc., Canaccord Genuity Corp., GMP Securities L.P., National Bank Financial Inc., Raymond James Ltd., 

Industrial Alliance Securities Inc., Manulife Securities Incorporated, Desjardins Securities Inc., Mackie Research 

Capital Corporation and Middlefield Capital Corporation (collectively, the “Agents”), as agents, conditionally offer 

the Preferred Shares and Class A Shares for sale, on a best efforts basis, if, as and when issued by the Company in 

accordance with the conditions contained in an agency agreement referred to under “Plan of Distribution” and 

subject to the approval of certain legal matters on behalf of the Company by Fasken Martineau DuMoulin LLP and 

on behalf of the Agents by McCarthy Tétrault LLP. The Agents may over-allot or effect transactions as described 

under “Plan of Distribution”. 

Subscriptions for Preferred Shares and Class A Shares will be received subject to acceptance or rejection in whole or 

in part, and the right is reserved to close the subscription books at any time without notice. Closing of the Offering is 

expected to occur on or about June 29, 2018, but no later than 90 days after a receipt for this prospectus has been 

issued (the “Closing Date”). Registrations and transfers of Preferred Shares and Class A Shares will be effected only 

through CDS Clearing and Depository Services Inc. Beneficial owners will not have the right to receive physical 

certificates evidencing their ownership. See “Plan of Distribution” and “Description of the Shares – Book-Entry-

Only and Book-Based Systems”. 

Middlefield Capital Corporation, which is one of the Agents and the Advisor, is an affiliate of Middlefield 

Limited, the Manager and promoter of the Company. Consequently, the Company may be considered a 

“related issuer” and/or a “connected issuer” of Middlefield Capital Corporation under applicable securities 

legislation. Middlefield Capital Corporation will receive no benefit in connection with this Offering other 

than receiving from the Manager the advisory fee payable to the Advisor, receiving a portion of the Agents’ 

fees described under “Fees and Expenses” and brokerage commissions or other fees in connection with 

portfolio transactions as described under “Organization and Management Details of the Company - Conflicts 

of Interest”. In addition, affiliates of one of the Agents (other than Middlefield Capital Corporation) have 

been requested to provide the Company with the Loan Facility described under “Investment Strategy - 

Leverage”; the borrowings under such facility may be used by the Company only for working capital 

purposes. Accordingly, if any such affiliate provides such financing, the Company may be considered to be a 

“connected issuer” of such Agent. See “Relationship Between Investment Fund and Agents” and “Plan of 

Distribution”. 
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PROSPECTUS SUMMARY 

The following is a summary of the principal features of the Offering and should be read together with the more 

detailed information and financial data and statements contained elsewhere in this prospectus. All references in this 

prospectus to “dollars” or “$” are to Canadian dollars unless otherwise indicated. 

THE OFFERING 
 

Issuer: E Split Corp. (the “Company”) is a mutual fund established as a corporation under the 

laws of the Province of Ontario on May 17, 2018.  

Offering: The Company is offering preferred shares (“Preferred Shares”) and class A shares 

(“Class A Shares”) of the Company. An equal number of each class of shares will be 

issued pursuant to this Offering and an equal number of each class of shares will be 

outstanding at all material times thereafter. 

Maximum Issue: Maximum: $80,000,000 (8,000,000 Preferred Shares) 

Maximum: $120,000,000 (8,000,000 Class A Shares) 

Minimum Issue: Minimum: $10,000,000 (1,000,000 Preferred Shares) 

Minimum: $15,000,000 (1,000,000 Class A Shares) 

Price: $10.00 per Preferred Share  

$15.00 per Class A Share 

Minimum 

Subscription: 

100 Preferred Shares ($1,000) and/or 

100 Class A Shares ($1,500)  

Investment Objectives: The investment objectives for the Preferred Shares are to provide holders with fixed 

cumulative preferential quarterly cash distributions and to return the original issue price 

of $10.00 to holders on June 30, 2023 (the “Maturity Date”), subject to extension for 

successive terms of up to five years as determined by the Company’s board of directors 

(the “Board of Directors”). The quarterly cash distribution will be $0.13125 per 

Preferred Share ($0.525 per annum), representing a yield of 5.25% per annum on the 

issue price of $10.00 per Preferred Share until June 30, 2023.  

The investment objectives for the Class A Shares are to provide holders (together with 

holders of the Preferred Shares, the “Shareholders”) with non-cumulative monthly cash 

distributions and to provide holders with the opportunity for capital appreciation 

through exposure to the Portfolio. The monthly cash distribution is targeted to be $0.10 

per Class A Share ($1.20 per annum), representing a yield of 8.0% per annum on the 

issue price of $15.00 per Class A Share.  

See “Investment Objectives”. 

Investment Strategy: The Company will invest in a portfolio comprised primarily of common shares of 

Enbridge Inc. (“Enbridge”), a North American oil and gas pipeline, gas processing and 

natural gas distribution company (the “Enbridge Common Shares” or the “Portfolio”), 

through purchases of Enbridge Common Shares in the market or through participation 

in future public offerings by Enbridge. The Advisor believes that the Company offers 

investors an opportunity to gain exposure to Enbridge, one of the world’s largest energy 

infrastructure companies, the common shares of which are currently trading at an 

attractive valuation compared to historical averages. The Company intends that, 

following completion of the Offering, the Portfolio will be comprised predominantly of 

Enbridge Common Shares. 

While the Company currently has no intention to do so, depending on the Advisor’s 

outlook for Enbridge Common Shares, the Company may choose to selectively write 

covered call options from time to time in respect of some or all of the securities in the 

Portfolio. Based on the experience of the Manager (as defined herein) using its tactical 

covered call writing strategy, the Manager expects there will be periods of time when 
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the securities in the Portfolio will be subject to covered call options as well as periods 

when few or no covered call options will be written on the securities in the Portfolio. 

See “Investment Strategy”. 

Leverage: Following the closing of the Offering, the Company will enter into a loan facility or 

prime brokerage facility (the “Loan Facility”) with one or more Canadian chartered 

banks (collectively, the “Lender”). The Loan Facility will permit the Company to 

borrow an amount not exceeding 5% of the value of the total assets of the Company, 

which borrowing may be used only for working capital purposes. Accordingly, at the 

time such leverage is incurred, the maximum amount of leverage that the Company 

could obtain from the Loan Facility is 1.05:1. The interest rates, fees and expenses 

under the Loan Facility will be typical of credit facilities of this nature and the 

Company expects that the Lender will require the Company to provide a security 

interest in favour of the Lender over the assets of the Company to secure such 

borrowings. The Loan Facility will constitute senior indebtedness. Other than borrowing 

by the Company under the Loan Facility and pursuant to the Preferred Shares, the 

Company does not contemplate engaging in other borrowings. See “Investment Strategy 

- Leverage”. 

Distribution Policy: Preferred Shares 

Holders of record of Preferred Shares on the last business day of each of March, June, 

September and December will be entitled to receive fixed, cumulative preferential 

quarterly cash distributions equal to $0.13125 per Preferred Share until June 30, 2023. 

On an annualized basis, this would represent a yield on the $10.00 Preferred Share issue 

price of 5.25% per annum. Such quarterly distributions are expected to be paid by the 

Company before the last business day of the month following the period in respect of 

which the distribution was payable. Based on the expected closing date of the Offering, 

currently being June 29, 2018 (the “Closing Date”), the initial distribution is expected to 

be payable to the holders of Preferred Shares of record on September 30, 2018. The first 

distribution will be pro-rated to reflect the period from the Closing Date to September 

30, 2018. 

Class A Shares 

The policy of the Board of Directors will be to pay non-cumulative monthly 

distributions to the holders of Class A Shares. The monthly cash distribution is targeted 

to be $0.10 per Class A Share representing a yield on the issue price of $15.00 of the 

Class A Shares of 8.0% per annum. Such distributions will be paid on or before the last 

business day of the month following the month in respect of which the distribution 

becomes payable. The initial distribution on the Class A Shares is expected to be 

declared payable to holders of Class A Shares of record on August 31, 2018. No 

distributions will be paid on the Class A Shares if (i) the distributions payable on the 

Preferred Shares are in arrears, or (ii) in respect of a cash distribution by the Company, 

the net asset value (“NAV” or “Net Asset Value”) per “Unit”, comprised of one 

Preferred Share and one Class A Share, would be less than $15.00 following the 

payment of such distributions. The amount of monthly distributions may fluctuate 

from month to month and there can be no assurance that the Company will make 

any distributions in any particular month or months. 

Assuming that the gross proceeds of the Offering are $100 million and fees and 

expenses are as presented in this prospectus, in order to achieve the Company’s targeted 

annual distributions for the Class A Shares and fixed annual distributions on the 

Preferred Shares while maintaining a stable NAV per Unit, the Company will be 

required to generate an average annual total return (comprised of net realized capital 

gains, option premiums and dividends) on the Portfolio of approximately 8.2%. The 

Portfolio is currently expected to generate dividend income of approximately 6.6% per 

annum, which is based on the dividend yield of the Enbridge Common Shares as of June 

7, 2018 (which would result in a yield of 5.4% per annum on the Class A Shares).  

Accordingly, the Portfolio would be required to generate an additional approximately 
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1.6% per annum, including from dividend growth and realized capital appreciation, in 

order for the Fund to distribute the targeted amount on the Class A Shares. Such 

distributions may consist of ordinary dividends, capital gains dividends or returns of 

capital. There can be no assurance that the Company will be able to pay distributions to 

the holders of Preferred Shares or Class A Shares. 

See “Distribution Policy” and “Risk Factors”. 

Credit Rating: The Preferred Shares have been provisionally rated Pfd-3 (high) by DBRS Limited. See 

“Description of the Shares – Rating of the Preferred Shares”. 

Exchange Option: Prospective purchasers may purchase, at their election: (i) Preferred Shares or Class A 

Shares by a cash payment; or (ii) Units or Class A Shares by an exchange (the 

“Exchange Option”) of freely-tradable listed securities of any eligible issuers (the 

“Exchange Eligible Issuers”). 

A prospective purchaser who elects to pay for Units or Class A Shares by using the 

Exchange Option must do so by depositing (in the form of a book-entry deposit) 

securities of Exchange Eligible Issuers through CDS Clearing and Depository Services 

Inc. prior to 5:00 p.m. (Toronto time) on June 8, 2018. A prospective purchaser’s CDS 

Participant (as defined herein) may have an earlier deadline for depositing securities of 

Exchange Eligible Issuers.  

The purchase of Units or Class A Shares by the exchange of securities of an Exchange 

Eligible Issuer pursuant to the Exchange Option will be a taxable event for the 

purchaser. 

See “Purchases of Securities” and “Income Tax Considerations”. 

Redemptions: Preferred Shares 

The Preferred Shares will be redeemed by the Company on the Maturity Date, subject to 

extension for successive terms of up to five years as determined by the Board of 

Directors. The redemption price payable by the Company for a Preferred Share on that 

date will be equal to the lesser of (i) $10.00 plus any accrued and unpaid distributions 

thereon and (ii) the NAV of the Company on that date divided by the total number of 

Preferred Shares then outstanding. 

Class A Shares 

The Class A Shares will be redeemed by the Company on the Maturity Date, subject to 

extension for successive terms of up to five years as determined by the Board of 

Directors. The redemption price payable by the Company for a Class A Share on that 

date will be equal to the greater of (i) the NAV per Unit on that date minus the sum of 

$10.00 and any accrued and unpaid distributions on a Preferred Share, and (ii) nil. 

See “Redemptions and Retractions – Redemptions”. 

Retraction Privileges: Preferred Shares 

Monthly: Preferred Shares may be surrendered at any time for retraction to Middlefield 

Capital Corporation (in such capacity, the “Registrar and Transfer Agent”), the 

Company’s registrar and transfer agent, but will be retracted only on the second last 

business day of a month (the “Retraction Date”). Preferred Shares surrendered for 

retraction by 5:00 p.m. (Toronto time) on or before the twentieth business day prior to 

the Retraction Date will be retracted on such Retraction Date and the holder will be paid 

on or before the last business day of the following month (the “Retraction Payment 

Date”). 

Holders of Preferred Shares whose Preferred Shares are surrendered for retraction will 

be entitled to receive a retraction price per Preferred Share equal to 96% of the lesser of 

(i) the NAV per Unit determined as of such Retraction Date, less the cost to the 

Company of the purchase of a Class A Share for cancellation; and (ii) $10.00. For this 

purpose, the cost of the purchase of a Class A Share will include the purchase price of 

the Class A Share, and commission and such other costs, if any, related to the 

liquidation of any portion of the Portfolio to fund the purchase of the Class A Share. 
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Any declared and unpaid distributions payable on or before a Retraction Date in respect 

of Preferred Shares tendered for retraction on such Retraction Date will also be paid on 

the Retraction Payment Date. Subject to the terms of the Recirculation Agreement (as 

defined under “Redemptions and Retractions”), on any monthly retraction of Preferred 

Shares the Company will purchase or cause to be purchased for cancellation an equal 

number of Class A Shares in the market so that there will be an equal number of 

Preferred Shares and Class A Shares outstanding at all material times. 

Annual Concurrent Retraction: A holder of a Preferred Share may concurrently retract 

an equal number of Preferred Shares and Class A Shares on the second last business day 

of January of each year, other than in a year when the last business day of January is a 

Maturity Date or any subsequent maturity date, commencing in 2020 (the “Annual 

Retraction Date”) at a retraction price equal to the NAV per Unit on that date, less any 

costs associated with the retraction, including commissions and other such costs, if any, 

related to the liquidation of any portion of the Portfolio required to fund such retraction. 

The Preferred Shares and Class A Shares must both be surrendered for retraction by 

5:00 p.m. (Toronto time) on or before the twentieth business day prior to the Annual 

Retraction Date. Payment of the proceeds of retraction will be made on or before the 

last business day of the following month. 

Non-Concurrent Retraction Right: On the Maturity Date and upon any subsequent 

maturity date as determined by the Board of Directors, a holder of Preferred Shares may 

retract such Preferred Shares. The Company will provide at least 60 days’ notice to 

holders of Preferred Shares of such right. The retraction price payable by the Company 

for a Preferred Share pursuant to the non-concurrent retraction right will be equal to the 

lesser of (i) $10.00 plus any accrued and unpaid distributions thereon and (ii) the NAV 

of the Company on that date divided by the total number of Preferred Shares then 

outstanding. 

See “Redemption and Retractions – Retraction Privileges – Preferred Shares”.  

Class A Shares 

Monthly: Class A Shares may be surrendered at any time for retraction to the Registrar 

and Transfer Agent, but will be retracted only on the monthly Retraction Date. Class A 

Shares surrendered for retraction by 5:00 p.m. (Toronto time) on or before the twentieth 

business day prior to the monthly Retraction Date will be retracted on such Retraction 

Date and the shareholder will be paid on or before the Retraction Payment Date. 

Holders of Class A Shares whose Class A Shares are surrendered for retraction will be 

entitled to receive a retraction price per Class A Share equal to 96% of the difference 

between (i) the NAV per Unit determined as of such Retraction Date, and (ii) the cost to 

the Company of the purchase of a Preferred Share for cancellation. For this purpose, the 

cost of the purchase of a Preferred Share will include the purchase price of the Preferred 

Share, commission and such other costs, if any, related to the liquidation of any portion 

of the Portfolio to fund the purchase of the Preferred Share. If the NAV per Unit is less 

than $10.00, plus any accrued and unpaid distributions on a Preferred Share, the 

retraction price of a Class A Share will be nil. Any declared and unpaid distributions 

payable on or before a Retraction Date in respect of Class A Shares tendered for 

retraction on such Retraction Date will also be paid on the Retraction Payment Date. 

Annual Concurrent Retraction: A holder of a Class A Share may concurrently retract an 

equal number of Class A Shares and Preferred Shares on the Annual Retraction Date of 

each year, commencing in 2020, at a retraction price equal to the NAV per Unit on that 

date, less any costs associated with the retraction, including commissions and other such 

costs, if any, related to the liquidation of any portion of the Portfolio required to fund 

such retraction. The Class A Shares and the Preferred Shares must both be surrendered 

for retraction by 5:00 p.m. (Toronto time) on or before the twentieth business day prior 

to the Annual Retraction Date. Payment of the proceeds of retraction will be made on or 

before the last business day of the following month. 

Non-Concurrent Retraction Right: On the Maturity Date and upon any subsequent 
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maturity date as determined by the Board of Directors, a holder of Class A Shares may 

retract such Class A Shares. The Company will provide at least 60 days’ notice to 

holders of Class A Shares of such right. The retraction price payable by the Company 

for a Class A Share pursuant to the non- concurrent retraction right will be equal to the 

greater of (i) the NAV per Unit determined on that date minus the sum of $10.00 and 

any accrued and unpaid distributions on the Preferred Share, and (ii) nil. 

For the purpose of calculating the NAV per Unit, the value of the Portfolio (as defined 

herein) will be equal to the weighted average trading price of the constituent securities 

over the last three business days of the month, as described under “Calculation of Net 

Asset Value – Valuation of Portfolio Securities”. 

See “Redemption and Retractions – Retraction Privileges – Class A Shares”. 

Use of Proceeds: The net proceeds from the sale of Preferred Shares and Class A Shares (prior to the 

exercise of the Over-Allotment Option) will be as follows: 

 Maximum 

Offering 
Minimum 

Offering 

Gross proceeds to the Company .........  $200,000,000 $25,000,000 

Agents’ fees ........................................  $7,800,000 $975,000 

Estimated expenses of issue(1) .............  $650,000 $375,000 

Net proceeds to the Company .............  $191,550,000 $23,650,000 

Note:  

(1) Subject to a maximum 1.5% of the gross proceeds of the Offering. 

The Company will use the net proceeds of this Offering (including any net proceeds 

from the exercise of the Over-Allotment Option) to (i) invest primarily in Enbridge 

Common Shares in accordance with the Company’s investment objectives, strategy and 

restrictions as described herein as soon as practicable after the closing of this Offering, 

and (ii) fund the ongoing fees and expenses of the Company as described under “Fees 

and Expenses”. 

See “Use of Proceeds”. 

Income Tax 

Considerations: 

The Company intends to qualify at all relevant times as a mutual fund corporation under 

the Income Tax Act (Canada) (the “Tax Act”). As a mutual fund corporation, the 

Company will be entitled to capital gains refunds in respect of: (i) capital gains 

dividends paid by it in respect of its net realized capital gains and from which it may 

elect to pay dividends (“Capital Gains Dividends”) which are treated as capital gains in 

the hands of the shareholders; and (ii) its capital gains redemptions. 

Exchange Option 

A purchaser who is resident in Canada, who holds securities of an Exchange Eligible 

Issuer as capital property and who exchanges such securities for Units or Class A Shares 

under the Exchange Option will be considered to have disposed of such securities for 

proceeds of disposition equal to the sum of (i) any cash received by such purchaser, and 

(ii) the fair market value, as at the time of acquisition, of Units or Class A Shares, as the 

case may be, acquired by such purchaser on the exchange. As a result, the purchaser 

generally will realize a capital gain (or capital loss) to the extent that such proceeds of 

disposition exceed (or are less than) the aggregate of the adjusted cost base to the 

purchaser of the securities of the Exchange Eligible Issuer(s) and any reasonable costs 

of disposition. 

Distributions received by Residents of Canada 

Dividends, other than Capital Gains Dividends, received by individuals on the Preferred 

Shares and Class A Shares (“Ordinary Dividends”) will be subject to the gross-up and 

dividend tax credit rules applicable to taxable dividends (including eligible dividends) 

received on shares of a “taxable Canadian corporation” (as defined in the Tax Act). 

Ordinary Dividends received by corporations, other than a “specified financial 
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institution” (as defined in the Tax Act), on the Preferred Shares and Class A Shares will 

generally be deductible in computing taxable income. 

Ordinary Dividends received by “specified financial institutions” on the Preferred 

Shares and Class A Shares will be deductible in computing taxable income, provided 

that certain conditions applicable to “term preferred shares” under the Tax Act are met, 

such as the 10% ownership restriction. 

Ordinary Dividends received by private corporations (and certain other corporations) on 

the Preferred Shares and Class A Shares will be subject to a refundable tax under Part 

IV of the Tax Act, generally at the rate of 38
1/3

%. Ordinary Dividends received by 

certain corporations other than private corporations on the Preferred Shares will be 

subject to a 10% tax under Part IV.1 of the Tax Act. 

Return of capital payments to a holder of Preferred Shares and Class A Shares will not 

be subject to tax but will reduce the adjusted cost base of the Preferred Shares and Class 

A Shares to the holder. To the extent that such adjusted cost base would otherwise be a 

negative amount, the holder will be deemed to have recognized a capital gain at that 

time and the adjusted cost base will be increased by the amount of such deemed capital 

gain. 

The amount of any Capital Gains Dividend received by a shareholder from the 

Company will be considered to be a capital gain of the shareholder from the disposition 

of capital property in the taxation year of the shareholder in which the Capital Gains 

Dividend is received. 

See “Income Tax Considerations”. 

Eligibility for 

Investment 

Provided that the Company qualifies as a “mutual fund corporation” for the purposes of 

the Tax Act or if the Preferred Shares and Class A Shares are listed on a “designated 

stock exchange” within the meaning of the Tax Act, the Preferred Shares and Class A 

Shares will be qualified investments under the Tax Act for trusts governed by registered 

retirement savings plans (“RRSPs”), registered retirement income funds (“RRlFs”), 

deferred profit sharing plans, registered disability savings plans (“RDSPs”), registered 

education savings plans (“RESPs”) and tax-free savings accounts (“TFSAs”) 

(collectively, “Registered Plans”).  

Provided that a holder of a TFSA or RDSP, a subscriber of an RESP or an annuitant of 

an RRSP or RRIF, deals at arm’s length with and does not have a “significant interest” 

(within the meaning of the Tax Act) in the Company, the Preferred Shares and Class A 

Shares will not be a prohibited investment under the Tax Act for such TFSA, RDSP, 

RESP, RRSP or RRIF. 

See “Eligibility for Investment”. 

Distribution 

Reinvestment Plan: 

At any time, a holder of Class A Shares (a “Class A Shareholder”) may elect to 

participate in the Company’s distribution reinvestment plan by giving notice of the 

Class A Shareholder’s decision to become a plan participant (a “Plan Participant”) for 

the relevant record date to the CDS Participant through which the Class A Shareholder 

holds its Class A Shares. Under such reinvestment plan, cash distributions will be used 

to acquire additional Class A Shares in the market. 

See “Distribution Policy – Distribution Reinvestment Plan”. 

Agents: CIBC World Markets Inc., RBC Dominion Securities Inc., BMO Nesbitt Burns Inc., 

Scotia Capital Inc., TD Securities Inc., Canaccord Genuity Corp., GMP Securities L.P., 

National Bank Financial Inc., Raymond James Ltd., Industrial Alliance Securities Inc., 

Manulife Securities Incorporated, Desjardins Securities Inc., Mackie Research Capital 

Corporation and Middlefield Capital Corporation (collectively, the “Agents”) 

conditionally offer the shares on a best efforts basis, subject to prior sale, if, as and 

when issued by the Company and accepted by the Agents in accordance with the 

conditions contained in the Agency Agreement (as defined herein) referred to under 

“Plan of Distribution” and subject to the approval of certain matters on behalf of the 

Company by Fasken Martineau DuMoulin LLP and on behalf of the Agents by 
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McCarthy Tétrault LLP. 

The Company has granted the Agents an Over-Allotment Option. This prospectus 

qualifies the distribution of the Over-Allotment Option, and the Preferred Shares and 

the Class A Shares issuable on the exercise thereof. The Agents may exercise the Over-

Allotment Option in whole or in part at any time on or before the close of business on 

the 30th day following the closing of the Offering. To the extent that the Over-

Allotment Option is exercised, the additional Preferred Shares and Class A Shares will 

be offered at the issue prices hereunder and the Agents will be entitled to a fee of $0.30 

per Preferred Share and $0.675 per Class A Share purchased. 

See “Plan of Distribution”. 

Agents’ Position Maximum Size Exercise Period Exercise Price 

Over-Allotment 

Option 
1,200,000 Preferred 

Shares and 

1,200,000 Class A 

Shares 

Within 30 days 

following the 

Closing Date 

$10.00 per Preferred 

Share and $15.00 

per Class A Share 

 

RISK FACTORS 

An investment in Preferred Shares and/or Class A Shares is subject to various risk factors, including but not 

limited to: 

(i) there being no assurance that the Company will be able to achieve its objectives or be able to make 

distributions on, or repay the original subscription price of, the Preferred Shares or make any 

distributions to holders of the Class A Shares;  

(ii) the Portfolio will be primarily concentrated in the securities of one issuer, Enbridge, and 

accordingly will be subject to the same risks as Enbridge and will not experience the same benefits 

of diversification as do more diversified investment funds;  

(iii) the potential decrease in value of the Company’s underlying investment in Enbridge Common 

Shares, which would result in a greater decrease in the value of the Class A Shares due to the 

leverage of the Preferred Shares;  

(iv) the risks of investing in Enbridge Common Shares, including the general risks of equity 

investments, such as general economic conditions and industry specific conditions including risks 

associated with the oil and gas industry; 

(v)  the NAV and the market price of the Class A Shares and the Preferred Shares will vary depending 

on a number of factors which are not within the control of the Company; and 

(vi) reliance on the experience and expertise of the Manager and Advisor. 

The foregoing provides only a summary of certain of the risks that may be involved in an investment 

in Preferred Shares and/or Class A Shares. For further information regarding these risks and other risks that 

may be involved in an investment in Preferred Shares and/or Class A Shares, see “Risk Factors”. You should 

carefully consider the risk factors set out above and under “Risk Factors” and whether your financial 

condition and/or retirement savings objectives permit you to invest in the Company. An investment in 

Preferred Shares and/or Class A Shares is only appropriate for investors who have the capacity to absorb a 

loss of some or all of their investment. 

ORGANIZATION AND MANAGEMENT OF THE COMPANY 

 

Management of the 

Company 

Services Provided to the Company Municipality of Residence 

Manager: Middlefield Limited is the manager (in such 

capacity, the “Manager”) of the Company. See 

Middlefield Limited is located 

at 812 Memorial Drive N.W., 
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Management of the 

Company 

Services Provided to the Company Municipality of Residence 

“Organization and Management Details of the 

Company – Manager of the Company”. 

Calgary, Alberta, T2N 3C8 

Advisor: The advisor to the Company is Middlefield Capital 

Corporation.  See “Organization and Management 

Details of the Company – The Advisor”. 

Toronto, Ontario 

Promoter: Middlefield Limited is the promoter of the 

Company. See “Organization and Management 

Details of the Company – Promoter”. 

Calgary, Alberta 

Custodian: RBC Investor Services Trust is the custodian of the 

assets of the Company. See “Organization and 

Management Details of the Company – Custodian”. 

Calgary, Alberta 

Registrar and Transfer 

Agent: 

Middlefield Capital Corporation is the registrar and 

transfer agent for the Preferred Shares and the Class A 

Shares. See “Organization and Management Details 

of the Company – Registrar and Transfer Agent”. 

Toronto, Ontario 

Auditor: Deloitte LLP is the auditor of the Company. See 

“Organization and Management Details of the 

Company – Auditor”. 

Toronto, Ontario 

Valuation Agent: RBC Investor Services Trust is the Company’s 

valuation agent and will calculate the NAV. See 

“Calculation of Net Asset Value”. 

Calgary, Alberta 

Securities Lending 

Agent: 

RBC Investor Services Trust is the Company’s 

securities lending agent.  See “Organization and 

Management Details of the Company – Securities 

Lending Agent”. 

Toronto, Ontario 

SUMMARY OF FEES AND EXPENSES 

The following table contains a summary of the fees and expenses payable by the Company. Shareholders may have 

to pay some of these fees and expenses directly, as set out below under “Fees and Expenses Payable by 

Shareholders”. The fees and expenses payable by the Company will reduce the value of your investment in the 

Company. For further particulars, see “Fees and Expenses”. 

Fees and Expenses Payable by the Company 

Type of Fee Amount and Description 

Agents’ Fees: $0.30 per Preferred Share (3.0%) 

$0.675 per Class A Share (4.5%) 

Expenses of the 

Offering: 

The expenses of the offering of Preferred Shares and Class A Shares by the Company 

are estimated to be $650,000. The expenses of the Offering to be borne by the Company 

shall not exceed 1.5% of the gross proceeds of the Offering. As a result of the priority of 

the Preferred Shares, the net expenses of the Offering will effectively be borne by 

holders of the Class A Shares and the net asset value per Class A Share will reflect such 

net expenses of the Offering of both the Preferred Shares and Class A Shares. 

Management Fee: Annual management fee of 0.75% of the NAV of the Company calculated and payable 

monthly, based on the average NAV for that month, plus applicable taxes, provided that 

the management fee payable to the Manager shall not be paid in respect of the NAV 

attributable to any assets invested in the securities of any investment funds (including 

mutual funds) managed by the Manager or an affiliate of the Manager. The management 

fee will be paid in cash. The Manager, and not the Company, will pay an advisory fee to 
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the Advisor pursuant to the advisory agreement among the Company, the Manager and 

the Advisor to be entered into at or prior to completion of the Offering. See “Fees and 

Expenses – Fees and Expenses Payable by the Company – Management Fee”. 

Operating Expenses: The Company will pay all expenses incurred in connection with its operation and 

administration, estimated to be $200,000 per annum. The Company also will be 

responsible for commissions and other costs of portfolio transactions, debt service and 

costs relating to the Loan Facility and all liabilities and any extraordinary expenses 

which it may incur from time to time.  

See “Fees and Expenses – Fees and Expenses Payable by the Company”. 

Fees and Expenses Payable by Shareholders 

Retraction Expenses: In connection with the retraction of Preferred Shares and/or Class A Shares, any costs 

associated with the retraction, or, if the Manager determines that it is not practicable or 

necessary for the Company to sell portfolio securities to fund such retraction then the 

aggregate of all brokerage fees, commissions and other transaction costs that the 

Manager estimates would have resulted from such a sale, will be deducted from the 

applicable retraction price payable to the Shareholder exercising the retraction privilege. 

The amount of any such retraction costs will depend on the circumstances at the time of 

the retraction, including the NAV of the Company, the number of Preferred Shares 

and/or Class A Shares surrendered for retraction, the available cash of the Company, the 

interest rate under any loan facility or prime brokerage facility entered into by the 

Company, the current market price of the securities of each issuer included in the 

Portfolio at the time of the retraction and the actual or estimated brokerage fees, 

commissions and other transaction costs as set out above. As a result of the foregoing 

variables, the amount of retraction costs payable by a Shareholder upon the retraction of 

Preferred Shares and/or Class A Shares may vary from time to time. 

See “Fees and Expenses – Fees and Expenses Payable by Shareholders”, “Risk Factors 

– Risks Related to the Structure of the Company – Risks Related to Retractions” and 

“Redemptions and Retractions”. 
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CAUTION REGARDING FORWARD-LOOKING INFORMATION 

Certain statements and information set forth in this prospectus including under the heading “Overview of 

the Sector in which the Company Invests”, and statements with respect to benefits of the Company’s investment 

strategy, constitute forward-looking information, which involves known and unknown risks, uncertainties and other 

factors that may cause actual results or events to differ materially from those anticipated in such forward-looking 

information. When used in this prospectus, the words “expects”, “anticipates”, “intends”, “plans”, “may”, 

“believes”, “seeks”, “estimates”, “appears” and similar expressions (including negative and grammatical variations) 

generally identify forward-looking information. In developing the forward-looking information contained herein 

related to the Company, the Company has made assumptions with respect to, among other things, the outlook for 

Enbridge and the outlook for the Canadian and global economies, including, in particular, the oil and gas industry 

sector, including oil and gas pipelines, gas processing and natural gas distribution. These assumptions are based on 

the Company’s perception of historical trends, current conditions and expected future developments, as well as other 

factors believed to be relevant. Although the Company believes that the assumptions made and the expectations 

represented by such information are reasonable, there can be no assurance that the forward-looking information 

contained herein will prove to be accurate. Factors which could cause actual results, events, circumstances, 

expectations or performance to differ materially from those expressed or implied in forward looking information 

include, but are not limited to: general economic, political, tax, market and business factors and conditions; interest 

rate and foreign exchange rate fluctuations; volatility in Canadian or global equity and capital markets; statutory and 

regulatory developments; unexpected judicial or regulatory proceedings; catastrophic events; and other factors set 

out under the heading “Risk Factors”. Readers are cautioned that the foregoing list of factors is not exhaustive and 

readers should not place undue reliance on forward-looking information due to the inherent uncertainty of such 

information. All forward-looking information in this prospectus is qualified by the foregoing caution. The Company 

undertakes no obligation to publicly update or revise these forward-looking statements, whether as a result of new 

information, future events or otherwise, unless required by applicable law. 

ABOUT THIS PROSPECTUS 

This prospectus contains statistical data, market research and industry forecasts that were obtained, unless 

otherwise indicated, from independent industry and government publications and reports or based on estimates 

derived from such publications and reports and the Advisor’s knowledge of, and experience in, the sectors in which 

the Company plans to invest. While the Company believes this data and information to be reliable, market and 

industry data and information is subject to variation and cannot be and therefore has not been verified due to limits 

on the availability and reliability of raw data, the voluntary nature of the data gathering process and other limitations 

and uncertainties inherent in any statistical survey. The Company has not participated in the preparation of such 

information contained herein. The contents of any website referenced in this prospectus are for informational 

purposes only and are not incorporated by reference herein. 
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OVERVIEW OF THE COMPANY 

E Split Corp. (the “Company”) is a mutual fund established as a corporation under the laws of the Province 

of Ontario on May 17, 2018. The Articles of the Company will be amended prior to closing to create the Preferred 

Shares and the Class A Shares. See “Description of the Shares”. The manager of the Company is Middlefield 

Limited (in such capacity, the “Manager”). The investment advisor to the Company is Middlefield Capital 

Corporation (in such capacity, the “Advisor”). The registered office of the Company is located at First Canadian 

Place, 100 King St. West, 58
th 

Floor, Toronto, Ontario M5X 1A6. 

While the Company is technically considered to be a mutual fund corporation under the securities 

legislation of the provinces of Canada, the Company is not a conventional mutual fund. The Company differs from 

conventional mutual funds in a number of respects, most notably as follows (i) while the Preferred Shares and Class 

A Shares of the Company may be surrendered at any time for redemption, the redemption price is payable monthly 

whereas the securities of most conventional mutual funds are redeemable daily, (ii) the Preferred Shares and Class A 

Shares of the Company are to have a stock exchange listing whereas the securities of most conventional mutual 

funds do not, and (iii) unlike most conventional mutual funds, the Preferred Shares and Class A Shares will not be 

offered on a continuous basis. 

INVESTMENT OBJECTIVES 

The investment objectives for the Preferred Shares are to provide holders with fixed cumulative preferential 

quarterly cash distributions and to return the original issue price of $10.00 to holders on June 30, 2023 (the 

“Maturity Date”), subject to extension for successive terms of up to five years as determined by the Company’s 

board of directors (the “Board of Directors”). The quarterly cash distribution will be $0.13125 per Preferred Share 

($0.525 per annum), representing a yield of 5.25% per annum on the issue price of $10.00 per Preferred Share until 

June 30, 2023.  

The investment objectives for the Class A Shares are to provide holders (together with holders of the 

Preferred Shares, the “Shareholders”) with non-cumulative monthly cash distributions and to provide holders with 

the opportunity for capital appreciation through exposure to the Portfolio. The monthly cash distribution is targeted 

to be $0.10 per Class A Share ($1.20 per annum), representing a yield of 8.0% per annum on the issue price of 

$15.00 per Class A Share. 

INVESTMENT STRATEGY 

The Company will invest in a portfolio comprised primarily of common shares of Enbridge Inc. 

(“Enbridge”), a North American oil and gas pipeline, gas processing and natural gas distribution company (the 

“Enbridge Common Share” or the “Portfolio”) through purchases of Enbridge Common Shares in the market or 

through participation in future public offerings by Enbridge. The Advisor believes that the Company offers investors 

an opportunity to gain exposure to Enbridge, one of the world’s largest energy infrastructure companies, the 

common shares of which are currently trading at an attractive valuation compared to historical averages. The 

Company intends that, following completion of the Offering, the Portfolio will be comprised predominantly of 

Enbridge Common Shares. 

Information about Enbridge 

Enbridge is a North American energy infrastructure company with strategic business platforms that include 

an extensive network of crude oil, liquids and natural gas pipelines, regulated natural gas distribution utilities and 

renewable power generation assets. Enbridge delivers an average of 2.8 million barrels of crude oil each day through 

its Mainline and Express Pipeline, and accounts for approximately 65% of United States-bound Canadian crude oil 

exports. Enbridge also moves approximately 20% of all natural gas consumed in the United States, serving key 

supply basins and demand markets. Enbridge’s regulated utilities serve approximately 3.7 million retail customers in 

Ontario, Quebec and New Brunswick. Enbridge also has interests in more than 2,500 megawatts (MW) of net 

renewable power generation capacity in North America and Europe. Enbridge’s common shares trade on the TSX 

and the New York Stock Exchange under the symbol ENB. Enbridge was incorporated on April 13, 1970 under the 

Companies Ordinance of the Northwest Territories and was continued under the Canada Business Corporations Act 

on December 15, 1987. 
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On May 17, 2018, Enbridge announced by way of press release a restructuring pursuant to which it would 

acquire all of the outstanding securities of certain sponsored equity vehicles in exchange for Enbridge Common 

Shares. Enbridge expects the benefits of the restructuring to include the simplification of its corporate and capital 

structure to bring all of its core liquids and gas pipeline assets under the umbrella of one listed entity and enhancing 

Enbridge’s credit profile by eliminating sponsored vehicle distributions and retaining cash flow. 

Quarter-End Trading and Dividend Information for past 5 years 

Date 
TSX Closing 

Price 
Quarterly Dividends 

per Share 

   6/30/2013 $44.21 $0.315 

9/30/2013 $43.02 $0.315 

12/31/2013 $46.41 $0.350 

3/31/2014 $50.21 $0.350 

6/30/2014 $50.63 $0.350 

9/30/2014 $53.61 $0.350 

12/31/2014 $59.74 $0.465 

3/31/2015 $61.32 $0.465 

6/30/2015 $58.42 $0.465 

9/30/2015 $49.55 $0.465 

12/31/2015 $46.00 $0.530 

3/31/2016 $50.56 $0.530 

6/30/2016 $54.73 $0.530 

9/30/2016 $58.00 $0.530 

12/31/2016 $56.50 $0.530 

3/31/2017 $55.20 $0.583 

6/30/2017 $51.66 $0.610 

9/30/2017 $52.12 $0.610 

12/31/2017 $49.16 $0.607 

3/31/2018 $40.52 $0.671 
Source: Bloomberg. Prepared by Middlefield based on data made available to 
Bloomberg subscribers.  

Additional Information About Enbridge 

Additional information regarding Enbridge is available electronically through its continuous disclosure 

documents filed on SEDAR at www.sedar.com.  

Except as otherwise noted, the foregoing information was derived from such sources.  More comprehensive 

financial and other information is contained in such reports and other documents and this summary is qualified by 

reference to such reports and other documents and all other financial information and notes contained therein. 

Investors and their financial advisers are strongly urged to review these documents before investing in Preferred 

Shares or Class A Shares of the Company. 

Enbridge has not participated in the establishment of the Company, nor in the preparation of this 

prospectus, and takes no responsibility and assumes no liability for the accuracy or completeness of any information 

contained in this prospectus. See “Risk Factors — Risks Related to the Enbridge Common Shares”. 

The Company has had no access to any information about Enbridge other than the information contained in 

the Enbridge continuous disclosure documents and any other publicly available information about Enbridge. Further, 

the Company has not had an opportunity to verify the accuracy or completeness of any information contained in the 
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Enbridge continuous disclosure documents or such other publicly available information to determine if any such 

materials contain a misrepresentation, as defined in applicable securities laws. The Preferred Shares and Class A 

Shares of the Company will derive their value primarily from the value of the Enbridge Common Shares held by the 

Company and investors and their financial advisers need to form a view of the merits of an indirect investment in the 

Enbridge Common Shares before investing in Preferred Shares or Class A Shares. 

Call Option Writing 

While the Company currently has no intention to do so, depending on the Advisor’s outlook for Enbridge 

Common Shares the Company may choose to selectively write covered call options from time to time in respect of 

some or all of the securities in the Portfolio. Such call options may be either exchange traded options or over-the-

counter options. Since call options will be written only in respect of securities that are in the Portfolio and the 

Investment Restrictions of the Company prohibit the sale of securities subject to an outstanding option, the call 

options will be covered call options at all times. 

Based on the experience of the Manager using its tactical covered call writing strategy, the Manager 

expects there will be periods of time when the securities in the Portfolio will be subject to covered call options as 

well as periods when few or no covered call options will be written on the securities in the Portfolio. 

The holder of a call option purchased from the Company will have the option, exercisable during a specific 

time period or at expiry, to purchase the securities underlying the option from the Company at the strike price per 

security. By selling call options, the Company will receive option premiums, which are generally paid within one 

business day of the writing of the option. If at any time during the term of a call option or at expiry the market price 

of the underlying securities is above the strike price, the holder of the option may exercise the option and the 

Company will be obligated to sell the securities to the holder at the strike price per security. Alternatively, the 

Company may repurchase a call option it has written that is in-the-money by paying the market value of the call 

option. If, however, the option is out-of-the-money at expiration of the call option, the holder of the option will 

likely not exercise the option, the option will expire and the Company will retain the underlying security. In each 

case, the Company will retain the option premium.  

The amount of option premium depends upon, among other factors, the volatility of the price of the 

underlying security: generally, the higher the volatility, the higher the option premium. In addition, the amount of 

the option premium will depend upon the difference between the strike price of the option and the market price of 

the underlying security at the time the option is written. The smaller the positive difference (or the larger the 

negative difference), the more likely it is that the option will become in-the-money during the term and, accordingly, 

the greater the option premium.  

When a call option is written on a security in the Portfolio, the amounts that the Company will be 

able to realize on the security during the term of the call option will be limited to the dividends received prior 

to the exercise of the call option during such period plus an amount equal to the sum of the strike price and 

the premium received from writing the option. In essence, the Company will forego potential returns 

resulting from any price appreciation of the security underlying the option above the strike price in favour of 

the certainty of receiving the option premium. See “Risk Factors” 

Call Option Pricing  

Many investors and financial market professionals price call options based on the Black-Scholes Model. In 

practice, however, actual option premiums are determined in the marketplace and there can be no assurance that the 

values generated by the Black-Scholes Model can be attained in the market. 

Under the Black-Scholes Model (modified to include distributions), the primary factors that affect the 

option premium received by the seller of a call option are the following: 
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Factor Description 

Price volatility of the underlying security The volatility of the price of a security measures the 

tendency of the price of the security to vary during a 

specified period. The higher the price volatility, the 

more likely that the price of that security will fluctuate 

(either positively or negatively) and the greater the 

option premium. Price volatility is generally measured 

in percentage terms on an annualized basis, based on 

price changes during a period of time immediately prior 

to or trailing the date of calculation.  

The difference between the strike price and the market 

price of the underlying security at the time the option is 

written  

The smaller the positive difference (or the larger the 

negative difference), the greater the option premium.  

The term of the option The longer the term, the greater the call option 

premium.  

The “risk-free” or benchmark interest rate in the 

market in which the option is issued 

The higher the risk-free interest rate, the greater the call 

option premium.  

The distributions expected to be paid on the underlying 

security during the relevant term  

The greater the distributions, the lower the call option 

premium.  

Use of Other Derivative Instruments 

While the Company currently has no intention to do so, to the extent permitted by Canadian securities 

regulators from time to time, the Company may purchase call options and put options in order to close out existing 

call options written by the Company. The Company may also purchase put options in order to protect the Company 

from declines in the market price of Enbridge Common Shares. The Company may enter into trades to close out 

positions in such permitted derivatives. 

Short Selling 

The Company may engage in short selling as permitted by securities laws for the purposes of hedging (as 

defined in NI 81-102) the exposure of the Portfolio to equity securities that are to be received by the Corporation in 

connection with (i) the exercise by the Company of a right to acquire securities pursuant to a conversion or (ii) the 

exercise by the issuer of a right to issue such securities at maturity.  

Securities Lending 

In order to generate additional returns, the Company may lend Portfolio securities to securities borrowers 

acceptable to the Company pursuant to the terms of the Securities Lending Agreement (defined herein) under which: 

(i) the borrower will pay to the Company a negotiated securities lending fee and will make compensation payments 

to the Company equal to any distributions received by the borrower on the securities borrowed; (ii) the securities 

loans must qualify as “securities lending arrangements” for the purposes of the Tax Act; and (iii) the Company will 

receive collateral security. The Company may only lend the portion of the securities of a Portfolio issuer that is not 

subject to a covered call option. The Company will appoint the Custodian to act as securities lending agent in the 

event that it lends Portfolio securities to securities borrowers. The terms of each Securities Lending Agreement will 

comply with the conditions for securities lending transactions set out in section 2.12 of NI 81-102 (as defined 

below). 

Leverage 

Following the closing of this Offering, the Company will enter into a loan facility or prime brokerage 

facility (the “Loan Facility”) with one or more Canadian chartered banks (the “Lender”). The Lender will be at 

arm’s length to the Company, the Manager and their respective affiliates and associates but may be affiliated with 

one of the Agents. 
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The Loan Facility will permit the Company to borrow an amount not exceeding 5% of the value of the total 

assets of the Company, which borrowing may be used only for working capital purposes. Accordingly, at the time 

such leverage is incurred, the maximum amount of leverage that the Company could obtain from the Loan Facility is 

1.05:1. The interest rates, fees and expenses under the Loan Facility will be typical of credit facilities of this nature 

and the Company expects that the Lender will require the Company to provide a security interest in favour of the 

Lender over the assets of the Company to secure such borrowings. In order to ensure that the total amount borrowed 

by the Company under the Loan Facility does not exceed at any time 5% of the value of the Company’s assets, the 

Manager will take appropriate steps with the Enbridge Common Shares which may include liquidating certain of the 

Enbridge Common Shares and using the proceeds thereof to reduce the amount outstanding under the Loan Facility. 

The Loan Facility will contain provisions to the effect that in the event of a default under the Loan Facility, 

the Lender’s recourse will be limited solely to the assets of the Company. Such provisions are intended to ensure 

that Shareholders will not be liable for the obligations of the Company under the Loan Facility. The Loan Facility 

will constitute senior indebtedness. Other than borrowing by the Company under the Loan Facility and pursuant to 

the Preferred Shares, the Company does not contemplate engaging in other borrowings. 

OVERVIEW OF THE SECTOR IN WHICH THE COMPANY INVESTS 

The Company will invest in a Portfolio comprised primarily of common shares of Enbridge, a North 

American oil and gas pipeline, gas processing and natural gas distribution company. The Advisor believes that the 

Company offers investors an opportunity to gain exposure to Enbridge, one of the world’s largest energy 

infrastructure companies, at an attractive valuation compared to historical averages. 

North America’s Leading Energy Infrastructure Company 

 Enbridge is North America’s largest energy infrastructure company (Source: Enbridge: 

https://www.enbridge.com/enbridge-and-spectra) and has dominant, integrated crude oil and natural gas 

transportation platforms. Enbridge operates the largest crude oil pipeline network in the world, as well as 

the largest natural gas utility in North America by volume (Source: Enbridge Inc., Investor Update Meeting 

Presentation, December 2017, pages 30 and 27: 

https://www.enbridge.com/~/media/Enb/Documents/Investor%20Relations/2017/2017_ENBDays_Combin

edPresentation.pdf)). The Advisor believes that an investment in Enbridge provides:  

 A unique and diversified portfolio of premium, strategically positioned assets; and 

 Minimal volume and commodity price exposure: 

 96% of 2018 EBITDA supported by contracts (Source: Enbridge Inc., Investor Update Meeting 

Presentation, December 2017, page 39, 

https://www.enbridge.com/~/media/Enb/Documents/Investor%20Relations/2017/2017_ENBDays

_CombinedPresentation.pdf) 

 Less than 5% of revenue is sensitive to commodity prices (Source: Enbridge Inc., Investor Update 

Meeting Presentation, December 2017, page 40, 

https://www.enbridge.com/~/media/Enb/Documents/Investor%20Relations/2017/2017_ENBDays

_CombinedPresentation.pdf); and 

 Over 90% of customers are rated investment grade (Source: Enbridge Inc., Investor Update 

Meeting Presentation, December 2017). 

 
Source: Enbridge Inc. Investment Community Presentation, April 2018, 

https://www.enbridge.com/~/media/Enb/Documents/Investor%20Relations/2018/ENB_IRCommunity_Presentation.pdf, page 5 
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 Enbridge is well positioned in the North American pipeline industry as high barriers to entry (e.g. regulations, 

lengthy development cycles, funding requirements, etc.) prevent external competitors from constructing 

additional pipeline capacity 

 A premium portfolio of pipeline, renewable power, and midstream projects have allowed management to 

provide dividend growth guidance of ~10% per annum until 2020, with considerable payout coverage (Source: 

Enbridge Inc., Investment Community Presentation, April 2018) 

 On November 29, 2017, and further expanded on in a news release on May 17, 2018, Enbridge announced a 

strategic plan and 3-year outlook that includes: 

 Selling non-core assets to strengthen Enbridge’s financial position (Source: Enbridge Completes 

Strategic Plan and Financial Outlook; Announces Dividend Increase of 10% for 2018 and 

Confirms Growth Through 2020; November 29, 2017); 

 Consolidating subsidiary vehicles to create a less complicated corporate structure (Source: 

Enbridge Announces Simplification of Corporate Structure with Proposals to Acquire All of the 

Outstanding Sponsored Vehicle Equity Securities; May 17, 2018); and 

 Executing on significant capital expenditure program to expand growth beyond 2020. (Source: Enbridge 

Completes Strategic Plan and Financial Outlook; Announces Dividend Increase of 10% for 2018 and 

Confirms Growth Through 2020; November 29, 2017) 

Premium Portfolio of Strategically Positioned 

Assets 
Percent of North American Commodity Flows 

 

 

Source: Enbridge, April 2018. 

Source: Enbridge Inc. Investment Commodity Presentation, April 2018 

https://www.enbridge.com/~/media/Enb/Documents/Investor%20Relations/2018
/ENB_IRCommunity_Presentation.pdf, page 3.. 

 

Attractive Valuation with Strong Organic Growth that is Supporting Dividend Increases 

 Enbridge has provided investors with: 

 23 years of sustained dividend increases (Source: Enbridge Inc., 2018 Annual Meeting of 

Shareholders, May 2018); 

 10% dividend growth in 2018 and a 10% forecasted compound annual growth rate for 2018-2020 

 Conservative current payout ratio below 65% (Source: Enbridge Inc., Investor Update Meeting 

Presentation, December 2017) 
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Strong Track Record of Dividend Growth 

 

Source: Enbridge Inc., Investor Update Meeting Presentation, December 2017, page 15, 
https://www.enbridge.com/~/media/Enb/Documents/Investor%20Relations/2017/2017_ENBDays_CombinedPresentation.pdf 

 Enbridge is currently trading at: 

 A discount to its peer group, despite higher free cash flow yield and a more conservative payout ratio 

(Source: Bloomberg. Based on 2018E. Peer group includes large-cap Canadian Pipeline, Midstream, and 

Utilities issuers. May 2018); and  

 A forward PE of ~17.7x vs. 10-year average of ~23x (Source: Bloomberg, May 2018) 

 Strong organic growth from its core businesses are expected to generate 21% year-over-year growth in 

EBITDA in 2018 (Source: Enbridge Inc., Investment Community Presentation, April 2018) 

 Projecting dividend growth of 10% per year through 2020 is expected to enhance returns to Class A Share 

investors 

 
P/E 

Free Cash 

Flow Yield 

Payout 

Ratio 

ENB 17.7x 13.6% 63% 

Peer Group 21.5x 11.7% 68% 

 

Source: Bloomberg. Based on 2018E. Peer group includes large-cap Canadian Pipeline, Midstream, and Utilities issuers. Prepared by 

Middlefield based on data made available to Bloomberg subscribers. 

Changes Affecting the Enbridge Common Shares  

If Enbridge from time to time makes a special distribution to its securityholders, is a party to or affected by 

any reorganization, amalgamation, plan of arrangement, securities exchange take-over bid, merger or sale of 

material assets or any other business combination (a “business combination”) or a cash take-over bid is made for the 

securities of Enbridge, the Board of Directors may take such action as it considers to be in the best interests of the 

Company. In taking such action, the Board of Directors shall consider the guidelines outlined below, provided that 

such guidelines shall not limit the general discretion conferred upon the Board of Directors with respect to any 

Enbridge Common Shares.  

Upon any subdivision, consolidation, reclassification or other similar change to any of the Enbridge 

Common Shares held by the Company (a “reclassification”), the securities received in respect of the Enbridge 

Common Shares as a result of such reclassification, together with any residual, will be treated as Enbridge Common 

Shares for all purposes relating to the Preferred Shares and the Class A Shares, including the prices payable on 

redemptions and retractions of the Preferred Shares and the Class A Shares.  

Upon any distribution (an “extraordinary distribution”) by Enbridge in respect of Enbridge Common 

Shares, other than a cash dividend or a stock dividend paid in the ordinary course by Enbridge, any similar Enbridge 
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Common Shares received, together with the Enbridge Common Shares in respect of which the distribution was 

made, will be treated in the same manner as securities received upon any reclassification. Any other securities or 

property received upon an extraordinary distribution will either be sold, in which case the Company shall use the net 

proceeds to acquire additional Enbridge Common Shares as determined by the Board of Directors, or may be held 

by the Company.  

Upon the implementation of any business combination affecting Enbridge, or to which Enbridge is a party, 

the securities of Enbridge or any successor thereto received in respect of Enbridge Common Shares, together with 

any residual, will be treated in the same manner as securities received as the result of a reclassification and any other 

securities, property or cash received in respect of Enbridge Common Shares will be treated in the same manner as 

securities, property or cash received upon any extraordinary distribution by Enbridge in respect of Enbridge 

Common Shares.  

Any transferable rights issued to the Company pursuant to a rights offering by Enbridge may be sold and 

the net proceeds of such sale (net of any tax payable) will be used to purchase additional Enbridge Common Shares 

as determined by the Board of Directors which, together with the Enbridge Common Shares in respect of which such 

rights were received, will be treated in the same manner as securities received as the result of a reclassification.  

In the event of a cash take-over bid for any of the Enbridge Common Shares, the Board of Directors of the 

Company, if it determines that such bid is in the best interests of holders of the Class A Shares, will tender such 

Enbridge Common Shares held by the Company to such bid. The Board of Directors will use the proceeds of any 

such bid as it determines to be in the best interests of the Company and the Shareholders which may include, subject 

to any required regulatory and/or Shareholder approvals, reinvesting such proceeds based on the advice of the 

Advisor and continuing the Company until the Maturity Date.  

INVESTMENT RESTRICTIONS 

The Company cannot engage in any undertaking other than the investment of its assets in accordance with 

its investment objectives and strategy and in compliance with the investment restrictions set out in National 

Instrument 81-102 - Investment Funds that are applicable to mutual funds from time to time. In addition, the 

Company shall be subject to the following investment restrictions pursuant to which the Company will not: 

(a) for a period of more than 30 consecutive days have less than 90% of the value of the total assets of 

the Company (excluding cash and cash equivalents) comprised of Enbridge Common Shares; 

(b) own more than 10% of the Enbridge Common Shares; 

(c) write a call option in respect of any security unless such security is actually held by the Company 

in the Portfolio at the time the option is written; 

(d) dispose of any security included in the Company’s Portfolio that is subject to a call option written 

by the Company unless such option has either terminated or expired; 

(e) purchase securities on margin or make short sales of securities or maintain short positions, other 

than in respect of short sales of securities or short positions maintained by the Company for the 

purposes of hedging (as defined in NI 81-102) the exposure of the Portfolio to equity securities 

that are to be received by the Company in connection with (i) the exercise by the Company of a 

right to acquire such securities pursuant to a conversion or (ii) the exercise by the issuer of a right 

to issue such securities at maturity; 

(f) make or hold any investment or undertake any activity that would result in the Company failing to 

qualify as a “mutual fund corporation” within the meaning of the Tax Act; 

(g) invest in or hold (i) securities of or an interest in any non-resident entity, an interest in or a right or 

option to acquire such property, or an interest in a partnership which holds any such property if the 

Company (or the partnership) would be required to include any significant amounts in income 

pursuant to section 94.1 of the Tax Act, (ii) any interest in a non-resident trust other than an 

“exempt foreign trust” for the purposes of section 94 of the Tax Act, or (iii) an interest in a trust 
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(or a partnership which holds such an interest) which would require the Company (or the 

partnership) to report income in connection with such interest pursuant to section 94.2 of the Tax 

Act; 

(h) invest in any security that is a “tax shelter investment” within the meaning of section 143.2 of the 

Tax Act; 

(i) make or hold any investment that would be “taxable Canadian property” of the Company (as such 

term is defined in the Tax Act (if the definition were read without reference to paragraph (b) 

thereof)) if it would result in the Company owning such properties having a fair market value 

greater than 10% of the fair market value of all of its property; 

(j) with the exception of securities of the Company’s own issue, purchase securities from, sell 

securities to, or otherwise contract for the acquisition or disposition of securities with the Manager 

or the Advisor or any of their respective affiliates, with any officer, director or shareholder of any 

of them, with any person, trust, firm or corporation managed by the Manager or the Advisor or 

any of their respective affiliates or with any firm or corporation in which any officer, director or 

shareholder of the Manager or the Advisor may have a material interest (which, for these 

purposes, includes beneficial ownership of more than 10% of the voting securities of such entity) 

unless, with respect to any such purchase or sale of securities, the purchase price approximates the 

prevailing market price and such transaction is otherwise in accordance with applicable laws; 

(k) engage in securities lending that does not constitute a “securities lending arrangement” for 

purposes of the Tax Act; or 

(l) enter into any arrangement where the result is a “dividend rental arrangement” for purposes of the 

Tax Act. 

The Company will not be considered to have breached the investment restrictions set forth above and will 

not be required to dispose of any security in the Portfolio as a result of later changes to the value of such security, 

the Portfolio or the total assets of the Company as a whole (except for the restrictions in paragraphs (e) to (l) above 

which must be complied with at all times and which may necessitate the sale of Portfolio securities from time to 

time) so long as any percentage restriction on investment or use of assets set forth above was adhered to at the time 

of purchase. If the Company receives from an issuer subscription rights to purchase Portfolio securities of that 

issuer, and if the Company exercises those subscription rights at a time when the Company’s holdings of Portfolio 

securities of that issuer would otherwise exceed the limits set forth above, the exercise of those rights will not 

constitute a violation of the investment restrictions if, prior to the receipt of Portfolio securities on exercise of those 

rights, the Company has sold at least as many Portfolio securities of the same class and value as would result in the 

Company complying with the restriction.  

FEES AND EXPENSES 

Fees and Expenses Payable by the Company 

Initial Expenses 

The expenses of the Offering (including the costs of creating and organizing the Company, the costs of 

printing and preparing this prospectus, legal expenses of the Company, marketing expenses and legal and other out- 

of-pocket expenses incurred by the Agents and certain other expenses) will, together with the Agents’ fees, be paid 

by the Company from the gross proceeds of the Offering. The initial expenses of the Offering are estimated to be 

$650,000. The expenses of the Offering, together with the Agents’ fee, will be paid out of the proceeds of the 

Offering, provided however that the expenses of the Offering to be borne by the Company shall not exceed 1.5% of 

the gross proceeds of the Offering. As a result of the priority of the Preferred Shares, the net expenses of the 

Offering will effectively be borne by holders of the Class A Shares and the net asset value per Class A Share will 

reflect such net expenses of the Offering of both the Preferred Shares and Class A Shares. 
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Management Fee 

The Manager will receive an annual Management Fee equal to 0.75% per annum of NAV of the Company, 

calculated and payable monthly in arrears, plus any applicable taxes. The Management Fee payable to the Manager 

in respect of the month in which Closing occurs shall be pro-rated based on the fraction that the number of days 

from and including the Closing Date to and including the last day of the month is of the number of days of such 

month. There will be no duplication of fees payable by the Company in connection with any investment by the 

Company in any investment funds managed by the Manager. 

The Manager’s duties include, among others: maintaining accounting records for the Company; authorizing 

the payment of operating expenses incurred on behalf of the Company; handling securities trades on behalf of the 

Company; preparing financial statements, income tax forms and financial and accounting information as required by 

the Company; calculating or arranging for the calculation of the NAV; providing Shareholders with financial 

statements and other reports as are required by applicable law from time to time; monitoring the Company’s 

compliance with regulatory requirements; preparing the Company’s reports to Shareholders and the Canadian 

securities regulatory authorities; determining the amount of distributions, if any, to be paid by the Company; and 

negotiating contractual agreements with third-party providers of services, including the Company’s auditor and its 

printers. See “Organization and Management Details of the Company – Duties and Services to be Provided by the 

Manager”. 

Pursuant to the terms of the Advisory Agreement (as defined under “Organization and Management Details 

of the Company – The Advisor”), the Advisor is entitled to an advisory fee (the “Advisory Fee”) which will be 

payable by the Manager, and not the Company. The Manager and the Advisor will be reimbursed by the Company 

for all reasonable out-of-pocket costs and expenses incurred by them on behalf of the Company in connection with 

the operation and management of the Company as described under “Fees and Expenses – Operating Expenses” (see 

“Organization and Management Details of the Company – Details of the Management Agreement” and see 

“Organization and Management Details of the Company – Details of the Advisory Agreement”). 

Operating Expenses 

The Company will pay for all expenses incurred in connection with the operation and management of the 

Company. In addition to the fees and expenses referenced elsewhere in this prospectus, it is expected that these 

expenses will include, without limitation: (a) financial reporting costs, and mailing and printing expenses for 

periodic reports to Shareholders and other Shareholder communications including marketing and advertising 

expenses; (b) any taxes payable by the Company; (c) fees payable to the Company’s custodian; (d) fees payable to 

the Company’s valuation agent; (e) fees payable to the registrar and transfer agent for the Preferred Shares and the 

Class A Shares and to the plan agent under the Reinvestment Plan (as defined below) for performing certain 

financial, record-keeping, Shareholder reporting and general administrative services and for acting as plan agent 

under the Reinvestment Plan; (f) costs and fees payable to any agent, legal counsel, actuary, valuation agent, 

technical consultant, accountant and auditor of the Company and costs and expenses payable to any investment 

advisor or investment counsel; (g) ongoing regulatory filing fees, stock exchange fees, listing fees and other fees; (h) 

any expenses incurred by the Company in connection with any legal proceedings in which the Manager participates 

on behalf of the Company or any other acts of the Manager in connection with the protection of the Company's 

assets or of any investment included therein; (i) the fees and other expenses of members of the Independent Review 

Committee (as defined under “Organization and Management Details of the Company – Independent Review 

Committee”), as well as premiums for insurance coverage for such members of the Independent Review Committee 

and for directors and officers of the Manager, which fees will be paid on a pro rata basis by the Company and other 

applicable investment funds managed by the Manager and, in the case of the Independent Review Committee, of 

which the same individuals form the independent review committee; (j) any expenditures which may be incurred 

upon the termination of the Company; (k) consulting fees including website maintenance costs and expenses 

associated with the preparation of tax filings; and (l) other administrative expenses. The aggregate annual amount of 

these fees and expenses is estimated to be $200,000 per annum. The Company also will be responsible for all 

commissions and other costs of securities transactions, debt service and costs relating to borrowings by the 

Company, including under the Loan Facility and any extraordinary expenses which it may incur from time to time. 
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Additional Services 

Any arrangements for additional services between the Company and the Manager, or any affiliate thereof, 

that have not been described in this prospectus shall be on terms that are no less favorable to the Company than 

those available from third parties for comparable services and the Company shall pay all expenses associated with 

such additional services. 

Fees and Expenses Payable by Shareholders 

Any expenses associated with the retraction or redemption of Preferred Shares or Class A Shares, including 

expenses associated with the preparation and delivery of redemption notices and expenses associated with the selling 

of Portfolio securities to fund such retractions or redemptions, will be for the account of the Shareholder exercising 

the redemption or retraction privilege. See “Redemptions and Retractions”. 

RISK FACTORS 

Certain risk factors relating to the Company, the Class A Shares and the Preferred Shares are described 

below. Additional risks and uncertainties not currently known to the Manager, or that are currently considered 

immaterial, may also impair the operations of the Company. If any such risk actually occurs, the business, financial 

condition, liquidity or results of operations of the Company and the ability of the Company to make distributions on 

the Preferred Shares and Class A Shares, could be materially adversely affected. An investment in the Company is 

appropriate only for investors who have the capacity to absorb a partial or full loss on their investment and who can 

withstand the effect of potentially having no distribution being paid in any period. As the value of the Preferred 

Shares and the Class A Shares will be based upon the value of the Enbridge Common Shares, risks relating to 

Enbridge will affect investors in the Company. In addition to the conditions set out elsewhere in this prospectus, the 

following are certain risk factors and considerations related to the Company which prospective investors should 

consider before purchasing Preferred Shares or Class A Shares: 

Risks Related to Objectives and Strategy 

No Assurances on Achieving Objectives 

There is no assurance that the Company will be able to achieve its objectives or will return to investors an 

amount equal to or in excess of the original issue price of the Class A Shares or the Preferred Shares. There is no 

assurance that the Company will be able to pay quarterly distributions on the Preferred Shares or monthly 

distributions on the Class A Shares. The funds available for distributions to Shareholders will vary according to, 

among other things, the dividends and distributions paid on all of the securities in the Portfolio, the level of option 

premiums received and the value of the securities comprising the Portfolio. As the dividends and distributions 

received by the Company may not be sufficient to meet the Company’s objectives in respect of the payment of 

distributions, the Company may depend on the receipt of option premiums and the realization of capital gains to 

meet those objectives. Although many investors and financial market professionals price options based on the 

Black-Scholes Model, in practice actual option premiums are determined in the marketplace and there is no 

assurance that the premiums predicted by such pricing model can be attained. 

Leverage 

Holders of the Class A Shares will be subject to a form of leverage such that any capital appreciation in the 

Enbridge Common Shares purchased with the net proceeds from the issue of both the Preferred Shares and the Class 

A Shares offered hereby after repaying the Preferred Shares and all accrued and unpaid interest thereon, any senior 

indebtedness and any other expenses and liabilities of the Company will be for the benefit of the holders of the Class 

A Shares. In the event of a decrease in the value of the Company’s underlying investment in the Enbridge Common 

Shares, this leverage will work to the disadvantage of holders of the Class A Shares, with the result that any net 

capital loss incurred by the Company on its investment in the Enbridge Common Shares will effectively first be for 

the account of the holders of the Class A Shares. Accordingly, any decrease in the value of the Enbridge Common 

Shares will result in a greater proportionate decrease in the value of the Class A Shares. If, at the Termination Date 

(as defined herein), the total assets of the Company are less than or equal to the amount of the aggregate of all 

liabilities of the Company (including senior indebtedness and the aggregate original subscription price of the 
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Preferred Shares and all accrued and unpaid interest thereon), the Class A Shares will have no value. There is no 

assurance that there will be any capital appreciation on the Class A Shares. 

Use of Options and Other Derivative Instruments 

The Company is subject to the full risk of its investment position in the securities comprising the Portfolio, 

including those securities that are subject to outstanding call options, should the market price of such securities 

decline. In addition, the Company will not participate in any gain on the securities that are subject to outstanding call 

options above the strike price of the options. 

There is no assurance that a liquid exchange or over-the-counter market will exist to permit the Company to 

write covered call options or purchase cash covered put options on desired terms or to close out option positions 

should the Manager desire to do so. The ability of the Company to close out its positions may also be affected by 

exchange imposed daily trading limits on options or the lack of a liquid over-the-counter market. If the Company is 

unable to repurchase a call option which is in-the-money, it will be unable to realize its profits or limit its losses 

until such time as the option becomes exercisable or expires.  

In writing call options or purchasing put options, the Company is subject to the credit risk that its 

counterparty (whether a clearing corporation, in the case of exchange traded instruments, or other third party, in the 

case of over-the-counter instruments) may be unable to meet its obligations. 

Sensitivity to Volatility Levels 

The Company may sell call options in respect of some or all of the securities held in the Portfolio. Such call 

options may be either exchange traded options or over-the-counter options. By selling call options, the Company 

will receive option premiums. The amount of option premium depends upon, among other factors, the implied 

volatility of the price of the underlying security as, generally, the higher the implied volatility, the higher the option 

premium. The level of implied volatility is subject to market forces and is beyond the control of the Manager or the 

Company. 

Risks Related to Portfolio Securities 

Risks Related to the Enbridge Common Shares 

The value of Enbridge Common Shares will fluctuate in accordance with changes in the financial condition 

of Enbridge, the condition of equity markets generally and other factors. Dividends and distributions on Enbridge 

Common Shares generally will depend upon the declaration of dividends and distributions from Enbridge but there 

can be no assurance that Enbridge will pay distributions or dividends on its securities. The declaration of such 

dividends and distributions generally depends upon various factors, including the financial condition of Enbridge 

and general economic conditions. 

The Company also will be subject to the risks inherent in investments in equity securities, including the risk 

that the financial condition of Enbridge may become impaired or that the general condition of the stock markets may 

deteriorate. Equity securities are susceptible to general equity market fluctuations and to volatile increases and 

decreases in value as market confidence in, and perceptions of, Enbridge changes. These investor perceptions are 

based on various and unpredictable factors including expectations regarding government, economic, monetary and 

fiscal policies, inflation and interest rates, economic expansion or contraction, and global or regional political, 

economic and banking crises. 

The value of the Portfolio will be influenced by factors that are not within the control of the Company, 

which will include the financial performance of Enbridge, interest rates, exchange rates and the hedging policies 

employed by Enbridge. The performance of Enbridge also may be affected by the performance of its competitors 

and demand for specific products and services, and may be adversely affected by a change in any of such conditions. 

Risks Related to the Business of Enbridge  

The Portfolio will consist primarily (other than cash and cash equivalents) of common shares of Enbridge, a 

North American oil and gas pipeline, gas processing and natural gas distribution company. Accordingly, risks 
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relating to the business of Enbridge, including fluctuations in commodity prices, service interruptions, the 

creditworthiness of its distribution customers and the ability to locate a skilled workforce, will have an impact on the 

success of the Company and the value of the Preferred Shares and Class A Shares.  

Risks Related to the Execution of Enbridge’s Capital Projects  

Enbridge’s ability to successfully execute the development of its organic growth projects is subject to 

various regulatory, development, operational and market risks, including: 

 the ability to obtain necessary approvals and permits from governments and regulatory agencies 

on a timely basis and on acceptable terms and to maintain those issued approvals and permits and 

satisfy the terms and conditions imposed therein; 

 potential changes in federal, state, provincial and local statutes and regulations, including 

environmental requirements, that may prevent a project from proceeding or increase the 

anticipated cost of the project; 

 impediments on Enbridge’s ability to acquire or renew rights-of-way or land rights on a timely 

basis and on acceptable terms; 

 opposition to Enbridge’s projects by third parties, including special interest groups; 

 the availability of skilled labour, equipment and materials to complete projects; 

 the ability to construct projects within anticipated costs, including the risk of cost overruns 

resulting from inflation or increased costs of equipment, materials or labour, contractor or supplier 

non-performance, weather, geologic conditions or other factors beyond Enbridge’s control, that 

may be material; 

 general economic factors that affect the demand for Enbridge’s projects; and  

 the ability to raise financing for these capital projects. 

Any of these risks could prevent a project from proceeding, delay its completion or increase its anticipated 

cost. New projects may not achieve their expected investment return, which could affect Enbridge’s financial 

results, and hinder Enbridge’s ability to secure future projects. 

To the extent any of such risks  delay or prevent Enbridge from completing a project, it could have a 

negative impact on the value of the Company, the Class A Shares and the Preferred Shares.  

Risks Related to Pipeline Operations  

Operation of complex pipeline systems, gathering, treating, storing and processing operations involves 

many risks, hazards and uncertainties. These events include adverse weather conditions, accidents, the breakdown or 

failure of equipment or processes, the performance of the facilities below expected levels of capacity and efficiency 

and catastrophic events such as explosions, fires, earthquakes, hurricanes, floods, landslides or other similar events 

beyond Enbridge’s control. These types of catastrophic events could result in loss of human life, significant damage 

to property, environmental pollution and impairment of Enbridge’s operations, any of which could also result in 

substantial losses for which insurance may not be sufficient or available and for which Enbridge may bear a part or 

all of the cost. In addition, Enbridge could be subject to significant fines and penalties from regulators in connection 

with such events. Environmental incidents could also lead to an increased cost of operating and insuring Enbridge’s 

assets, thereby negatively impacting earnings. An environmental incident could have lasting reputational impacts to 

Enbridge and could impact Enbridge’s ability to work with various stakeholders. For pipeline and storage assets 

located near populated areas, including residential communities, commercial business centers, industrial sites and 

other public gathering locations, the level of damage resulting from these catastrophic events could be greater. 
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Risks of Portfolio Concentration 

The Portfolio will consist primarily (other than cash and cash equivalents) of common shares of Enbridge. 

Accordingly, diversification of the Company’s investments will be limited by issuer and by sector, and the Enbridge 

Common Shares are likely to be adversely impacted by any downturns in the global or local economy that impacts 

the oil and gas sector where Enbridge operates. Accordingly, this Portfolio concentration may have a negative 

impact on the value of the Preferred Shares and Class A Shares and the general risk of the Portfolio may be 

increased as a result of such sector concentration. 

Fluctuations in Net Asset Value 

The NAV per Class A Share and the funds available for distribution will vary according to, among other 

things, the value of the Enbridge Common Shares, and the distributions paid thereon. Fluctuations in the value of the 

Enbridge Common Shares may occur for a number of reasons beyond the control of the Manager or Enbridge, 

including the financial performance of Enbridge, the risk factors set forth in the continuous disclosure documents of 

Enbridge, changes in interest rates, fluctuations of commodity prices and performance of equity markets generally. 

Reliance on Enbridge Management 

There is no assurance that the directors and officers of Enbridge who are primarily responsible for the 

strategic direction or day-to-day operations of Enbridge will continue to serve in such roles throughout the term of 

the Company. 

Trading Price of Class A Shares 

Class A Shares may trade in the market at a premium or discount to the NAV per Class A Share and there 

can be no assurance that Class A Shares will trade at a price equal to such amount. This risk is separate and distinct 

from the risk that the NAV per Class A Share may decrease, or possibly be zero. 

In recognition of the possibility that the Class A Shares may trade at a discount, the terms and conditions 

attaching to the Class A Shares have been designed to attempt to reduce or eliminate a market value discount from 

the NAV per Class A Share by way of optional purchases of Class A Shares by the Company. There can be no 

assurance that purchases of Class A Shares by the Company will result in the Class A Shares trading at a price 

which is equal to the NAV per Class A Share. The Company anticipates that the market price of the Class A Shares 

will in any event vary from the NAV per Class A Share. The market price of the Class A Shares will be determined 

by, among other things, the relative demand for and supply of Class A Shares in the market, the performance of the 

Enbridge Common Shares, the yield of the Class A Shares and investor perception of the Company’s overall 

attractiveness as an investment as compared with other investment alternatives. 

Sensitivity to Interest Rates 

As the Company is obligated to pay distributions on the Preferred Shares at a fixed rate of 5.25% per 

annum, the market price of the Preferred Shares and the Class A Shares may be affected by the level of interest rates 

prevailing from time to time. In addition, any decrease in the NAV of the Company resulting from an increase in 

interest rates may also negatively affect the market price of the Preferred Shares and/or Class A Shares. 

Shareholders who wish to retract or sell their Preferred Shares or the Class A Shares will, therefore, be exposed to 

the risk that the NAV or the market price of the Preferred Shares and Class A Shares will be negatively affected by 

interest rate fluctuations. Increases in interest rates will also increase the Company’s costs of borrowing. 

General Risks of Equity Investments 

The value of equity securities in which the Company may from time to time invest may fluctuate in 

accordance with changes in the financial condition of those equity security issuers, the condition of equity markets 

generally and other factors. The issuers and weighting of equity securities comprising the Portfolio also may change 

from time to time. Dividends and distributions on those equity securities generally will depend upon the declaration 

of dividends and distributions from the issuers but there can be no assurance that those issuers will pay distributions 

or dividends on their securities. The declaration of such dividends and distributions generally depends upon various 

factors, including the financial condition of the issuer and general economic conditions. 



25 

 

 

The Company also will be subject to the risks inherent in investments in equity securities, including the risk 

that the financial condition of the issuers in which the Company invests may become impaired or that the general 

condition of the stock markets may deteriorate. Equity securities are susceptible to general equity market 

fluctuations and to volatile increases and decreases in value as market confidence in, and perceptions of, the issuers 

change. These investor perceptions are based on various and unpredictable factors including expectations regarding 

government, economic, monetary and fiscal policies, inflation and interest rates, economic expansion or contraction, 

and global or regional political, economic and banking crises. 

Certain of the issuers in which the Company may from time to time invest may have limited operating 

histories. The value of the Portfolio will be influenced by factors that are not within the control of the Company, 

which may include the financial performance of the respective issuers, interest rates, exchange rates and the hedging 

policies employed by such issuers. The performance of issuers in which the Company may invest also may be 

affected by the performance of their competitors and demand for specific products and services, and may be 

adversely affected by a change in any of such conditions. 

General Risk of Investing in Debt Instruments 

Generally, debt instruments will decrease in value when interest rates rise and increase in value when 

interest rates decline. The NAV of the Company will fluctuate with interest rate changes and the corresponding 

changes in the value of the securities in the Portfolio. The value of debt instruments is also affected by the risk of 

default in the payment of interest and principal and price changes due to such factors as general economic conditions 

and the issuer’s creditworthiness. Debt instruments may not pay interest or their issuers may default on their 

obligations to pay interest and/or principal amounts. Certain of the debt instruments that may be included in the 

Portfolio from time to time may be unsecured, which will increase the risk of loss in case of default or insolvency of 

the issuer. Global financial markets have experienced significant volatility in recent years that has generally 

contributed to a reduction in liquidity and the availability of credit, enhancing the likelihood of default by some 

issuers due to diminishing profitability or an inability to refinance existing debt. 

Risks Related to the Structure of the Company 

The Company intends to use distributions received on the securities in the Portfolio in the following 

priority: (i) to pay interest, if any, on the Loan Facility; (ii) to pay the expenses of the Company; (iii) to fund fixed 

cumulative preferential quarterly cash distributions on the Preferred Shares; and (iv) to fund non-cumulative 

monthly cash distributions on the Class A Shares. There can be no assurance that the distributions made on the 

Enbridge Common Shares and the other securities in the Portfolio will exceed or equal the amount of distributions to 

be paid on the Preferred Shares and the Class A Shares and the expenses of the Company.  

In addition to quarterly distributions on the Preferred Shares, the Repayment Price of the Preferred Shares 

must be repaid on the Maturity Date. The amount to be repaid only depends on the aggregate original subscription 

price of the Preferred Shares then outstanding, together with any accrued and unpaid distributions thereon. A 

reduction in the total assets of the Company does not change the amount that must be paid on account of the 

Preferred Shares. Due to this required repayment of the Preferred Shares, decreases in the total assets of the 

Company will cause the value of a Class A Share to decrease to a proportionately greater extent, as compared to the 

situation where the Company did not issue Preferred Shares. There can be no assurance that the total assets of the 

Company will not decrease. 

There is a risk that the Preferred Shares may be repaid by the Company prior to the Maturity Date and in 

such event, the total return to a Shareholder would be less than the total return if Preferred Shares were held until the 

Maturity Date. 

Status of Preferred Shares 

The Preferred Shares will be subordinate to all indebtedness, including any indebtedness under the Loan 

Facility and to trade creditors of the Company.  
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Change or Withdrawal of Rating on the Preferred Shares 

There can be no assurance that the provisional rating on the Preferred Shares of Pfd-3 (high) by DBRS 

Limited will remain in effect or not be revised. If such rating is withdrawn or revised, there may be an adverse effect 

on the market price of the Preferred Shares. 

No Ownership Interest 

An investment in Preferred Shares or Class A Shares does not constitute an investment by Shareholders in 

the Enbridge Common Shares. Holders of Preferred Shares and Class A Shares will not own the Enbridge Common 

Shares held by the Company and accordingly will have no voting rights in respect thereof. From time to time, the 

Board of Directors will determine whether and how to vote the Enbridge Common Shares in accordance with the 

policies described under “Proxy Voting Disclosure for Portfolio Securities Held”.  

Liquidity of the Enbridge Common Shares 

There is no assurance that an adequate market will exist for the Enbridge Common Shares. The Company 

may be unable to acquire or dispose of Enbridge Common Shares, in each case, at an acceptable price. 

Marketability and Operating History 

The Company is a newly organized mutual fund corporation with no previous operating history. There is 

currently no public market for the Preferred Shares or Class A Shares and there can be no assurance that an active 

public market will develop or be sustained after completion of this Offering. 

Use of Leverage by the Company 

The use of leverage may result in capital losses or a decrease in distributions to Shareholders. If the value 

of the Enbridge Common Shares decreases such that the amount borrowed under the Loan Facility exceeds 5% of 

the value of the Company’s assets, the Company may be required to sell Enbridge Common Shares or other 

securities in the Portfolio in order to comply with such restriction. Such sales may be required to be done at prices 

which may adversely affect the value of the Enbridge Common Shares and the return to the Company. The interest 

expense and banking fees incurred in respect of the Loan Facility will decrease the value of the total assets of the 

Company, thereby reducing the amounts available to pay distributions on the Preferred Shares and the Class A 

Shares. In addition, the Company may not be able to renew the Loan Facility on acceptable terms. There can be no 

assurance that the borrowing strategy employed by the Company will assist the Company in achieving its objectives. 

Loss of Investment 

An investment in the Preferred Shares and/or Class A Shares is appropriate only for investors who have the 

capacity to absorb a loss of some or all of their investment therein. An investment in Preferred Shares and/or Class 

A Shares is appropriate only for an investor that can withstand distributions not being made on the Preferred Shares 

and/or Class A Shares, as applicable, for any period of time, and that can withstand a total loss of his, her or its 

investment. 

Status of the Company 

While the Company is technically considered to be a mutual fund corporation under the securities 

legislation of the provinces and territories of Canada, the Company is not a conventional mutual fund. The Company 

differs from conventional mutual funds in a number of respects, most notably as follows (i) while the Preferred 

Shares and Class A Shares of the Company may be surrendered at any time for redemption, the redemption price is 

payable monthly whereas the securities of most conventional mutual funds are redeemable daily, (ii) the Preferred 

Shares and Class A Shares of the Company are to have a stock exchange listing whereas the securities of most 

conventional mutual funds do not, and (iii) unlike most conventional mutual funds, the Preferred Shares and Class A 

Shares will not be offered on a continuous basis.  

The Company is not a trust company and is not registered under legislation of any jurisdiction governing 

trust companies as it does not carry on, nor does it intend to carry on, the business of a trust company. The Preferred 
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Shares and Class A Shares are not “deposits” within the meaning of the Canada Deposit Insurance Corporation Act 

(Canada) and are not insured under the provisions of that Act or any other legislation. Recourse under the Preferred 

Shares is limited to the assets of the Company.  

Securities Lending 

The Company may engage in securities lending if permitted by applicable law. Although the Company will 

receive collateral for the loans, and such collateral is marked to market, the Company will be exposed to the risk of 

loss should the borrower default on its obligation to return the borrowed securities and should the collateral be 

insufficient to reconstitute the securities. In addition, the Company will bear the risk of loss of any investment of 

cash collateral. 

No Guaranteed Returns 

There is no guarantee that an investment in the Company will earn any positive returns in the short or long 

term or at all. 

Risks Related to Retractions 

If a substantial number of Shareholders exercise their retraction rights, the number of Preferred Shares and 

Class A Shares outstanding and the NAV of the Company could be significantly reduced. If a substantial number of 

Preferred Shares and Class A Shares are retracted, this could decrease the liquidity of the Preferred Shares and Class 

A Shares in the market and increase the management expense ratio of the Company. In any such circumstance, the 

Manager may determine it appropriate to: (i) subject to applicable laws, suspend retractions of Preferred Shares 

and/or Class A Shares (as described under “Redemptions and Retractions — Suspension of Retractions”); or (ii) 

recommend that the Board of Directors terminate the Company without the approval of the Shareholders if, in the 

opinion of the Manager, it is no longer economically feasible to continue the Company or the Manager determines 

that it would be in the best interests of Shareholders to terminate the Company.  

Retraction Costs (as defined under “Redemptions and Retractions”) will be paid by the retracting 

Shareholder. The amount of any such Retraction Costs will depend on the circumstances at the time of the 

retraction, including the NAV of the Company, the number of Preferred Shares and/or Class A Shares surrendered 

for retraction, the available cash of the Company, the interest rate under the Loan Facility, the current market price 

of the securities of each issuer included in the Portfolio at the time of the retraction, and the brokerage fees, 

commissions and other transaction costs as described under “Redemptions and Retractions”. As a result of the 

foregoing variables, the amount of Retraction Costs payable by a Shareholder upon the retraction of Preferred 

Shares or Class A Shares may vary from time to time. 

Non-concurrent Retraction 

Holders of Preferred Shares and Class A Shares will be offered a non-concurrent retraction right on the 

Maturity Date and upon any subsequent extension of the maturity date as determined by the Board of Directors. To 

the extent that there are unmatched numbers of Preferred Shares and Class A Shares tendered for retraction, the 

Preferred Shares or Class A Shares, as the case may be, may be called by the Company for redemption on a pro rata 

basis in order to maintain the same number of Preferred Shares and Class A Shares outstanding. The number of 

retractions by holders of Class A Shares and Preferred Shares may be influenced by the performance of the 

Company, the management expense ratio, and the trading discount to NAV of the Class A Shares or the Preferred 

Shares, as applicable, among other things. 

Conflicts of Interest 

The services to be provided or caused to be provided by the Manager under the Management Agreement 

and by the Advisor under the Advisory Agreement are not exclusive to the Company. Neither the Manager nor the 

Advisor is prevented from offering its services to other funds, some of which may invest primarily in the same 

securities as the Company from time to time invests and which may be considered competitors of the Company. 

In addition, the directors and officers of the Company, the Manager and the Advisor or their respective 

affiliates may be directors, officers, shareholders or unitholders of one or more issuers in which the Company may 
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invest from time to time or corporations which act as the manager of other funds that invest primarily in the same 

securities as the Company and as a result, which may be considered competitors of the Company. The Manager or 

its affiliates may be managers or portfolio managers of one or more issuers in which the Company may acquire 

securities. 

Risks Related to Investments in Geographic Regions Outside of Canada 

Certain of Enbridge’s operations are located in, and a significant portion of its revenue is derived from, 

jurisdictions other than Canada. Accordingly, the performance of the Portfolio may be impacted by social, political 

and economic conditions within such jurisdictions. 

Taxation of the Company Generally 

In determining its income for tax purposes, the Company will treat option premiums received on the 

writing of covered call options and any losses sustained on closing out such options as capital gains and capital 

losses, as the case may be, in accordance with its understanding of the CRA’s published administrative policy. Gains 

or losses on the disposition of securities upon exercise of a call option, will be treated as capital gains or losses. The 

CRA’s practice is not to grant an advance income tax ruling on the characterization of items as capital gains or 

income and no advance ruling has been requested or obtained. 

If some or all of the transactions undertaken by the Company in respect of options were treated on income 

rather than capital account, after-tax returns to Shareholders could be reduced, the Company could be subject to non-

refundable income tax from such transactions and the Company could be subject to penalty taxes in respect of 

excessive capital gains dividend elections. 

There can be no assurance that changes will not be made to the tax rules affecting the taxation of the 

Company or the Company’s investments or that such tax rules will not be administered in a way that is less 

advantageous to the Company or its Shareholders. 

Changes in Legislation 

There can be no assurance that income tax laws and government incentive programs relevant to the 

Company and its investments will not be changed in a manner which adversely affects the distributions received by 

the Company or by the Shareholders. 

DISTRIBUTION POLICY 

Distributions 

Holders of record of Preferred Shares on the last business day of each of March, June, September and 

December will be entitled to receive fixed, cumulative preferential quarterly cash distributions equal to $0.13125 per 

Preferred Share until June 30, 2023. On an annualized basis, this would represent a yield on the $10.00 Preferred 

Share issue price of approximately 5.25% per annum. As the distributions to holders of Preferred Shares are 

expected to qualify as eligible dividends, the pre-tax equivalent yield for an individual in Ontario subject to the 

highest marginal tax rate (53.53%) on an annualized basis would be approximately 6.85% per annum. Such 

quarterly distributions are expected to be paid by the Company before the last business day of the month following 

the period in respect of which the distribution was payable. Based on the expected Closing Date, the initial 

distribution is expected to be payable to the holders of Preferred Shares of record on September 30, 2018. The first 

distribution will be pro-rated to reflect the period from the Closing Date to September 30, 2018. 

The policy of the Board of Directors of the Company will be to pay non-cumulative monthly distributions 

to the holders of Class A Shares. The monthly cash distribution is targeted to be $0.10 per Class A Share 

representing a yield on the issue price of $15.00 of the Class A Shares of 8.0% per annum. As the distributions to 

holders of Class A Shares are expected to be comprised of 57.4% return of capital, the pre-tax equivalent yield for 

an individual in Ontario subject to the highest marginal tax rate (53.53%) on an annualized basis would be 

approximately 13.3% per annum. The Company intends that it will increase or decrease the targeted monthly 

distribution amount from time to time to reflect any increase or decrease to the Company’s available income. Such 

distributions will be paid on or before the last business day of the month following the month in respect of which the 
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distribution becomes payable. The initial distribution on the Class A Shares is expected to be declared payable to 

holders of Class A Shares of record on August 31, 2018. No distributions will be paid on the Class A Shares if (i) 

the distributions payable on the Preferred Shares are in arrears, or (ii) in respect of a cash distribution by the 

Company, the NAV per Unit would be less than $15.00 following the payment of such distributions. 

Assuming that the gross proceeds of the Offering are $100 million and fees and expenses are as presented 

in this prospectus, in order to achieve the Company’s targeted annual distributions for the Class A Shares and the 

fixed annual distributions for the Preferred Shares while maintaining a stable NAV per Unit, the Company will be 

required to generate an average annual total return (comprised of net realized capital gains, option premiums and 

dividends) on the Portfolio of approximately 8.2%. The Portfolio is currently expected to generate dividend income 

of approximately 6.6% per annum, which is based on the dividend yield of the Enbridge Common Shares as of June 

7, 2018 (which would result in a yield of 5.4% per annum on the Class A Shares). Accordingly, the Portfolio would 

be required to generate an additional approximately 1.6% per annum, including from dividend growth and realized 

capital appreciation, in order for the Fund to distribute the targeted amount on the Class A Shares. Such distributions 

may consist of ordinary dividends, capital gains dividends or returns of capital. There can be no assurance that the 

Company will be able to pay distributions to the holders of Preferred Shares or Class A Shares. 

Distribution Reinvestment Plan 

The Company will adopt a reinvestment plan (the “Reinvestment Plan”) so that, subject to obtaining all 

necessary regulatory approvals and the requirements of the plan participants’ (the “Plan Participants”) broker dealer, 

all Class A Share distributions of the Company shall be automatically reinvested on each Class A Shareholder’s 

behalf, at the election of each such Class A Shareholder. Notwithstanding the Reinvestment Plan, all Class A Share 

distributions to non-resident Class A Shareholders will be paid in cash and will not be reinvested. There is no 

guarantee that the Company will receive the requisite regulatory approvals to effect reinvestment of Class A Share 

distributions or avoid resale restrictions in connection with the operation of the Reinvestment Plan. Such approvals 

may not be available, or may be conditional upon amendments being made to the Reinvestment Plan. In the event 

that necessary regulatory approvals in respect of the Reinvestment Plan cannot be obtained, the Company will, to the 

extent permitted under applicable laws and stock exchange rules, use Class A Share distributions to acquire 

additional Class A Shares of the Company through purchases in the market on behalf of each Class A Shareholder 

that has elected to have distributions automatically reinvested. 

Class A Share distributions due to the Plan Participants shall be applied, on behalf of Plan Participants, to 

purchase additional Class A Shares. Such purchases will be made in the market at a price not exceeding 115% of the 

market price. The market price is the weighted average trading price of the Class A Shares on the TSX (or such 

other stock exchange on which the Class A Shares are listed, if the Class A Shares are no longer listed on the TSX) 

for the five business days immediately preceding the relevant Record Date (as defined below) and for the last five 

business days immediately preceding the last business day of each week following the Record Date until all Class A 

Shares have been purchased, plus applicable commissions or brokerage charges. Purchases in the market will be 

made by the Plan Agent on an orderly basis in the month immediately following the Record Date and ending on the 

fourth last business day of the same month. In the event that such purchases would be at a price in excess of the 

NAV per Class A Share, the Manager may, in its discretion, make distributions on the Class A Shares in cash. 

If the Class A Shares are thinly traded, purchases in the market under the Reinvestment Plan may 

significantly affect the market price. Depending on market conditions, direct reinvestment of cash distributions by 

Class A Shareholders in the market may be more or less advantageous than the reinvestment arrangements under the 

Reinvestment Plan. The Class A Shares of the Company purchased in the market will be allocated on a pro rata basis 

to the Plan Participants of the Company. The Plan Agent’s charges for administering the Reinvestment Plan and all 

brokerage fees and commissions in connection with purchases in the market pursuant to the Reinvestment Plan will 

be paid by the Company. The automatic reinvestment of distributions under the Reinvestment Plan will not relieve 

Plan Participants of any income tax applicable to those distributions. See “Income Tax Considerations”. 

A Class A Shareholder may elect to participate in a Reinvestment Plan by giving notice of the Class A 

Shareholder’s decision to become a Plan Participant for the relevant Record Date to the Class A Shareholder’s 

participant (the “CDS Participant”) in accordance with such CDS Participant’s customary procedures. The CDS 

Participant must, on behalf of such Plan Participant, provide notice to the Plan Agent through the CDS System 

(commonly known as CDSX) no later than 5:00 p.m. (Toronto time) on the last business day of the calendar month 
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(the “Record Date”). Unless the Plan Agent has provided written notice of a Class A Shareholder’s intention to 

participate in a Reinvestment Plan in such manner, distributions to Class A Shareholders will be made in cash. The 

Company may terminate the Reinvestment Plan in its sole discretion. Notice will be provided prior to termination. 

The Company may also amend, modify or suspend the Reinvestment Plan at any time in its sole discretion, provided 

that it gives notice of that amendment, modification or suspension to the applicable Plan Participants via the CDS 

Participants through which the Plan Participants hold their Class A Shares, and via the Plan Agent. The Company is 

not required to issue Class A Shares to Class A Shareholders in any jurisdiction where such issuance would be 

illegal. 

PURCHASES OF SHARES 

Method to Purchase Shares 

Prospective purchasers may purchase: (i) Preferred Shares or Class A Shares by a cash payment; or (ii) 

Units or Class A Shares by an exchange (the “Exchange Option”) of freely-tradable listed securities of any eligible 

issuers (the “Exchange Eligible Issuers”) by no later than 5:00 p.m. (Toronto time) on June 8, 2018 through CDS. 

Under the Exchange Option prospective purchasers will receive for the securities of Exchange Eligible Issuers 

tendered to the Company, that number of Units or Class A Shares, as the case may be, determined in the manner 

described below and $0.01 in cash per Class A Share purchased. A prospective purchaser’s book-entry deposits 

must be made by a participant in CDS (a “CDS Participant”), who may have an earlier deadline for depositing 

securities of Exchange Eligible Issuers. The Exchange Option does not constitute, and is not to be construed as, a 

take-over bid for any Exchange Eligible Issuer. The maximum number of securities of any one Exchange Eligible 

Issuer which the Company may acquire under the Offering pursuant to the Exchange Option is that number of 

securities which constitutes 19.9% of the outstanding securities of that class of such Exchange Eligible Issuer (such 

number being referred to as the “Maximum Ownership Level”). 

The Company reserves the right to accept, in its sole discretion, and for any reason, the securities of 

additional issuers under the Exchange Option and to reject, in its sole discretion, in whole or in part, any securities 

of Exchange Eligible Issuers deposited pursuant to the Exchange Option. 

Procedure 

A prospective purchaser’s book-entry deposits must be made by a CDS Participant, who may have an 

earlier deadline for depositing securities of Exchange Eligible Issuers. 

A prospective purchaser of shares who elects to pay for such shares by using the Exchange Option (the 

“Exchange Option Election”) must do so by means of a book-entry deposit of the securities of Exchange Eligible 

Issuers through CDS Clearing and Depository Services Inc. Prospective purchasers who utilize the Exchange Option 

must deposit their securities of Exchange Eligible Issuers with the exchange agent through CDS prior to 5:00 p.m. 

(Toronto time) on June 8, 2018. Such book-entry deposits must be made by a CDS Participant, who may have an 

earlier deadline for receiving instructions from the participant’s clients to deposit securities of Exchange Eligible 

Issuers under the Exchange Option. Once submitted to the exchange agent through CDS, a deposit of securities of an 

Exchange Eligible Issuer (including the transfers authorized thereby) is, subject to the completion of the Offering, 

irrevocable unless withdrawn as described below under the heading “Withdrawal of Exchange Option Elections”. 

By authorizing a deposit of securities of an Exchange Eligible Issuer through CDS, a prospective purchaser has 

authorized the transfer to the Company of each security of the Exchange Eligible Issuer so deposited and represents 

and warrants that the prospective purchaser has full right and authority to transfer the securities of the Exchange 

Eligible Issuers covered thereby and is the beneficial owner of such securities, that such securities have not 

previously been conveyed, that the transfer of such securities is not prohibited by laws applicable to the prospective 

purchaser and that such securities are free and clear of all liens, encumbrances and adverse claims. Such 

representations and warranties will survive the issuance of Preferred Shares and Class A Shares in exchange for such 

securities of Exchange Eligible Issuers. The Company’s interpretation of the terms and conditions of the Exchange 

Option will be final and binding. The Company reserves the right to reject any securities of Exchange Eligible 

Issuers tendered under the Exchange Option or to waive any conditions of the Exchange Option and any 

irregularities in the deposit of securities of Exchange Eligible Issuers pursuant to the Exchange Option in its sole 

discretion. Neither the Company, the Agents nor the exchange agent shall be under any duty to notify a prospective 

purchaser of irregularities related to its deposit of securities of Exchange Eligible Issuers under the Exchange Option 
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and will not incur any liability for failure to give such notification. If for any reason securities of an Exchange 

Eligible Issuer deposited pursuant to the Exchange Option are not acquired by the Company, the holders of such 

securities will be notified of such fact as soon as practicable following the closing or the termination of the Offering, 

as the case may be, and such securities will be re-credited to their accounts through CDS. 

Determination of Exchange Ratio 

The number of Units or Class A Shares issuable for each security of an Exchange Eligible Issuer (the 

“Exchange Ratio”) will be determined by dividing the weighted average trading price of the securities of such 

Exchange Eligible Issuer on the principal stock exchange on which such Exchange Eligible Issuer’s securities are 

listed, during the five consecutive trading days ending on June 20, 2018 (the “Pricing Period”) calculated based on 

the daily average exchange rate (as reported by the Bank of Canada) on such date and as adjusted to reflect 

dividends declared or distributions pending by any Exchange Eligible Issuer that trades on an ex-dividend basis until 

the Closing Date by the sum of issue prices of a Preferred Share and Class A Share being $25.00 in the case of a 

subscription for Units or $15.00 in the case of a subscription for Class A Shares. The Exchange Ratio will be 

adjusted to reflect the $0.01 per Class A Share to be received by prospective purchasers who tender securities of 

Exchange Eligible Issuers to the Company for Class A Shares. Holders of securities of Exchange Eligible Issuers 

who deposited such securities pursuant to the Exchange Option will continue to be holders of record up to the 

Closing Date and will be entitled to receive distributions in respect of such securities of Exchange Eligible Issuers 

up to but not including the Closing Date. The Company will not issue fractional shares pursuant to the Exchange 

Option. Entitlement to fractional shares will be determined on the basis of the aggregate number of securities of each 

Exchange Eligible Issuer acquired pursuant to the Exchange Option and the Company will issue to CDS cash in lieu 

thereof. Allocation by CDS of cash in lieu of fractional shares to CDS Participants will be at the discretion of CDS 

and the allocation of cash in lieu of fractional shares to purchasers who have authorized the deposit of Exchange 

Option Elections through CDS will be at the discretion of the CDS Participants. 

Delivery of Final Prospectus 

Each prospective purchaser who properly authorized the deposit of securities of an Exchange Eligible 

Issuer through CDS will be furnished with a copy of the final prospectus relating to this Offering. 

The Company will issue a press release as soon as practicable after the close of business on June 20, 2018 

announcing for each of the Exchange Eligible Issuers, the name of the Exchange Eligible Issuer, the ticker symbol, 

the CUSIP number, the ISIN, the volume weighted average trading price of the securities during the Pricing Period, 

the foreign currency exchange rate, and the Exchange Ratio. 

Withdrawal of Exchange Option Elections 

Each prospective purchaser who deposited securities of an Exchange Eligible Issuer through CDS has the 

right to withdraw such deposit of securities by notifying in writing such prospective purchaser’s investment advisor 

or other nominee who effected the deposit. To be effective, a written notice of withdrawal must be received by the 

CDS participant who effected such deposit on or before midnight on the second business day after the later of: (i) 

receipt or deemed receipt of the final prospectus relating to the Offering and any amendment thereto, and (ii) the 

date on which the press release referred to above is issued. Any such notice of withdrawal must specify the 

securities of each Exchange Eligible Issuer to be so withdrawn and the name of the prospective purchaser, and 

notification thereof must be received by the exchange agent through CDS prior to the specified time. Each such 

notice must be signed by the person who authorized the deposit under the Exchange Option. 

Maximum Offering 

The maximum offering (prior to the exercise of the Over-Allotment Option), comprised of the aggregate 

cash subscriptions and securities of the Exchange Eligible Issuers (based on the applicable Exchange Ratio and 

excluding that number of securities of Exchange Eligible Issuers deposited and not acquired as a result of such 

securities causing the Company to hold more than the Maximum Ownership Level of the outstanding securities of 

an Exchange Eligible Issuer), shall not be more than $200,000,000. If the maximum offering (prior to the exercise of 

the Over-Allotment Option) is exceeded, the Company will accept cash subscriptions first and will then accept 

securities of Exchange Eligible Issuers on a pro rata basis or on such other reasonable basis that it may determine 
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appropriate until the maximum offering size of $200,000,000 is achieved, subject to the conditions set forth above 

under the heading “Method to Purchase Shares”. 

Exchange Eligible Issuers 

The following table lists the names of the Exchange Eligible Issuers whose securities will be accepted by 

the Company pursuant to the Exchange Option, as well as the ticker symbol, CUSIP number and ISIN of each 

Exchange Eligible Issuer. 

 

Company Name Ticker Exchange CUSIP ISIN 

Enbridge Inc. Related Securities 

Enbridge Inc. ENB TSX 29250N105 CA29250N1050 

Enbridge Energy Partners LP EEP NYSE 29250R106 US29250R1068 

Enbridge Income Fund Holdings Inc. ENF TSX 29251R105 CA29251R1055 

Spectra Energy Partners LP SEP NYSE 84756N109 US84756N1090 

Enbridge Inc. Fixed Perpetual Series C ENB.PR.C TSX 29250N808 CA29250N8089 

Enbridge Inc. Variable 3.415% Perpetual 

Series  B 
ENB.PR.B TSX 29250N709 CA29250N7099 

Enbridge Inc. Variable 4% Perpetual 

Series  1 
ENB.PR.V TSX 29250N717 CA29250N7172 

Enbridge Inc. Variable 4% Perpetual 

Series  3 
ENB.PR.Y TSX 29250N683 CA29250N6836 

Enbridge Inc. Variable 4% Perpetual 

Series  F 
ENB.PR.F TSX 29250N865 CA29250N8659 

Enbridge Inc. Variable 4% Perpetual 

Series  H 
ENB.PR.H TSX 29250N840 CA29250N8402 

Enbridge Inc. Variable 4% Perpetual 

Series  N 
ENB.PR.N TSX 29250N774 CA29250N7743 

Enbridge Inc. Variable 4% Perpetual 

Series  P 
ENB.PR.P TSX 29250N758 CA29250N7586 

Enbridge Inc. Variable 4% Perpetual 

Series  R 

ENB.PR.T TSX 29250N733 CA29250N7339 

Enbridge Inc. Variable 4.4% Perpetual 

Series  11 
ENB.PF.C TSX 29250N592 CA29250N5929 

Enbridge Inc. Variable 4.4% Perpetual 

Series  13 
ENB.PF.E TSX 29250N576 CA29250N5762 

Enbridge Inc. Variable 4.4% Perpetual 

Series  15 
ENB.PF.G TSX 29250N550 CA29250N5507 

Enbridge Inc. Variable 4.4% Perpetual 

Series  5 
ENB.PF.V TSX 29250N667 CA29250N6679 

Enbridge Inc. Variable 4.4% Perpetual 

Series  7 
ENB.PR.J TSX 29250N642 CA29250N6422 

Enbridge Inc. Variable 4.4% Perpetual 

Series  9 
ENB.PF.A TSX 29250N626 CA29250N6265 

Enbridge Inc. Variable 4.46% Perpetual 

Series  D 
ENB.PR.D TSX 29250N881 CA29250N8816 

Enbridge Inc. Variable 4.887% Perpetual 

Series  J 
ENB.PR.U TSX 29250N824 CA29250N8246 

Enbridge Inc. Variable 4.9% Perpetual 

Series  19 
ENB.PF.K TSX 29250N519 CA29250N5192 

Enbridge Inc. Variable 4.959% Perpetual 

Series  L 
ENB.PF.U TSX 29250N790 CA29250N7909 

Enbridge Inc. Variable 5.15% Perpetual ENB.PF.I TSX 29250N535 CA29250N5358 
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Company Name Ticker Exchange CUSIP ISIN 

Series  17 

     

Other Energy Infrastructure Issuers 

Algonquin Power & Utilities Corp. AQN TSX 015857105 CA0158571053 

AltaGas Ltd. ALA TSX 021361100 CA0213611001 

Atco Ltd. ACO.X TSX 046789400 CA0467894006 

Boralex Inc. BLX TSX 09950M300 CA09950M3003 

Canadian Utilities Ltd. CU TSX 136717832 CA1367178326 

Capital Power Corp. CPX TSX 14042M102 CA14042M1023 

Emera Inc. EMA TSX 290876101 CA2908761018 

Fortis Inc/Canada FTS TSX 349553107 CA3495531079 

Gibson Energy Inc. GEI TSX 374825206 CA3748252069 

Hydro One Ltd. H TSX 448811208 CA4488112083 

Innergex Renewable Energy Inc. INE TSX 45790B104 CA45790B1040 

Inter Pipeline Ltd. IPL TSX 45833V109 CA45833V1094 

Keyera Corp. KEY TSX 493271100 CA4932711001 

Kinder Morgan Canada Ltd. KML TSX 494549207 CA4945492078 

Northland Power Inc. NPI TSX 666511100 CA6665111002 

Pembina Pipeline Corp. PPL TSX 706327103 CA7063271034 

TransAlta Corp. TA TSX 89346D107 CA89346D1078 

TransAlta Renewables Inc. RNW TSX 893463109 CA8934631091 

TransCanada Corp. TRP TSX 89353D107 CA89353D1078 

REDEMPTIONS AND RETRACTIONS 

Redemptions 

Preferred Shares 

The Preferred Shares will be redeemed by the Company on the Maturity Date. The redemption price 

payable by the Company for a Preferred Share on that date will be equal to the lesser of (i) $10.00 plus any accrued 

and unpaid distributions thereon and (ii) the Net Asset Value of the Company on that date divided by the total 

number of Preferred Shares then outstanding. 

Class A Shares 

The Class A Shares will be redeemed by the Company on the Maturity Date. The redemption price payable 

by the Company for a Class A Share on that date will be equal to the greater of (i) the Net Asset Value per Unit on 

that date minus the sum of $10.00 and any accrued and unpaid distributions on a Preferred Share, and (ii) nil. 

Retraction Privileges 

Preferred Shares 

Monthly 

Preferred Shares may be surrendered at any time for retraction to Middlefield Capital Corporation (in such 

capacity, the “Registrar and Transfer Agent”), the Company’s registrar and transfer agent, but will be retracted only 
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on the second last business day of a month (the “Retraction Date”). Preferred Shares surrendered for retraction by 

5:00 p.m. (Toronto time) on or before the twentieth business day prior to the Retraction Date will be retracted on 

such Retraction Date and the holder will be paid on or before the last business day of the following month (the 

“Retraction Payment Date”). 

Holders of Preferred Shares whose Preferred Shares are surrendered for retraction will be entitled to receive 

a retraction price per Preferred Share equal to 96% of the lesser of (i) the Net Asset Value per Unit determined as of 

such Retraction Date, less the cost to the Company of the purchase of a Class A Share for cancellation; and (ii) 

$10.00. For this purpose, the cost of the purchase of a Class A Share will include the purchase price of the Class A 

Share, and commission and such other costs, if any, related to the liquidation of any portion of the portfolio to fund 

the purchase of the Class A Share. If the Net Asset Value per Unit is less than $10.00, plus any accrued and unpaid 

distributions on the Preferred Shares, the retraction price of a Class A Share will be nil. Any declared and unpaid 

distributions payable on or before a Retraction Date in respect of Preferred Shares tendered for retraction on such 

Retraction Date will also be paid on the Retraction Payment Date. Subject to the terms of the Recirculation 

Agreement (as defined below), on any monthly retraction of Preferred Shares the Company will purchase or cause to 

be purchased for cancellation an equal number of Class A Shares in the market so that there will be an equal number 

of Preferred Shares and Class A Shares outstanding at all material times. 

Annual Concurrent Retraction 

A holder of a Preferred Share may concurrently retract an equal number of Preferred Shares and Class A 

Shares on the second last business day of January of each year, commencing in 2020 (the “Annual Retraction Date”) 

at a retraction price equal to the Net Asset Value per Unit on that date, less any costs associated with the retraction, 

including commissions and other such costs, if any, related to the liquidation of any portion of the Portfolio required 

to fund such retraction. The Preferred Shares and Class A Shares must both be surrendered for retraction by 5:00 

p.m. (Toronto time) on or before the twentieth business day prior to the Annual Retraction Date. Payment of the 

proceeds of retraction will be made on or before the last business day of the following month. 

Non-Concurrent Retraction Right 

On the Maturity Date and upon any subsequent maturity date as determined by the Board of Directors, a 

holder of Preferred Shares may retract such Preferred Shares. The Company will provide at least 60 days’ notice to 

holders of Preferred Shares of such right. The Preferred Shares must be surrendered for retraction by 5:00 p.m. 

(Toronto time) on the last business day of the month prior to the Maturity Date or subsequent maturity date, as 

applicable. The retraction price payable by the Company for a Preferred Share pursuant to the non-concurrent 

retraction right will be equal to the lesser of (i) $10.00 plus any accrued and unpaid distributions thereon and (ii) the 

Net Asset Value of the Company on that date divided by the total number of Preferred Shares then outstanding. 

If more Class A Shares than Preferred Shares have been retracted pursuant to the non-concurrent retraction 

right, the Company will be authorized to redeem Preferred Shares on a pro rata basis in a number to be determined 

by the Company reflecting the extent to which the number of Preferred Shares outstanding following the non-

concurrent retraction exceeds the number of Class A Shares outstanding following the non-concurrent retraction. 

Conversely, if more Preferred Shares than Class A Shares have been retracted pursuant to the non-concurrent 

retraction right, the Company may issue Preferred Shares to the extent that the number of Class A Shares 

outstanding following the non- concurrent retraction exceeds the number of Preferred Shares outstanding following 

the non-concurrent retraction. 

In connection with any extension, the distribution rates on the Preferred Shares and distribution target on 

the Class A Shares for the new term will be announced at least 60 days prior to the extension of the term. The new 

distribution rate for the Preferred Shares will be determined based on then-current market yields for preferred shares 

with similar terms. 

Resale of Preferred Shares Tendered for Retraction 

The Company may enter into a recirculation agreement (a “Recirculation Agreement”) with a recirculation 

agent (a “Recirculation Agent”) whereby the Recirculation Agent will use commercially reasonable efforts to find 

purchasers for any Preferred Shares tendered for retraction prior to the relevant Retraction Date. The Company may, 

but is not obligated to, require the Recirculation Agent to seek such purchasers and, in such event, the amount to be 
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paid to the holder of Preferred Shares on the applicable Retraction Payment Date will be an amount equal to the 

proceeds of the sale of the Preferred Shares less any applicable commission, provided that such amount will not be 

less than the retraction price that would otherwise be payable to the holder of such Preferred Shares. 

General 

Subject to the Company’s right to require the Recirculation Agent to use commercially reasonable efforts to 

find purchasers for any Preferred Shares tendered for retraction prior to the relevant Retraction Date, any and all 

Preferred Shares which have been surrendered to the Company for retraction are deemed to be outstanding until (but 

not after) the close of business on the relevant Retraction Date, unless the retraction price is not paid on the 

Retraction Payment Date, in which event such Preferred Shares will remain outstanding. 

The retraction right must be exercised by causing written notice to be given within the notice periods 

prescribed herein and in the manner described. Such surrender will be irrevocable upon the delivery of a notice to 

CDS through a CDS Participant, except with respect to those Preferred Shares which are not retracted by the 

Company on the relevant Retraction Payment Date. The Company may, in its discretion, permit the withdrawal of 

any Preferred Share retraction request at any time prior to the Retraction Payment Date. 

If any Preferred Shares are tendered for retraction and are not resold in the manner described above under 

“Resale of Preferred Shares Tendered for Retraction”, the Company will direct the Recirculation Agent to purchase 

for cancellation on behalf of the Company that number of Class A Shares that equals the number of Preferred Shares 

so retracted. Any Class A Shares so purchased for cancellation will be purchased in the market. 

Any retraction notice that CDS determines to be incomplete, not in proper form or not duly executed shall, 

for all purposes, be void and of no effect and the retraction privilege to which it relates shall be considered, for all 

purposes, not to have been exercised thereby. A failure by a CDS Participant to exercise retraction privileges or to 

give effect to the settlement thereof in accordance with a Shareholder’s instructions will not give rise to any 

obligations or liability on the part of the Company or the Manager to the CDS Participant or the Shareholder. 

Class A Shares 

Monthly Retraction 

Class A Shares may be surrendered at any time for retraction to the Registrar and Transfer Agent, but will 

be retracted only on the monthly Retraction Date. Class A Shares surrendered for retraction by 5:00 p.m. (Toronto 

time) on or before the twentieth business day prior to the monthly Retraction Date will be retracted on such 

Retraction Date and the shareholder will be paid on or before the Retraction Payment Date. 

Holders of Class A Shares whose Class A Shares are surrendered for retraction will be entitled to receive a 

retraction price per Class A Share equal to 96% of the difference between (i) the Net Asset Value per Unit 

determined as of such Retraction Date, and (ii) the cost to the Company of the purchase of a Preferred Share for 

cancellation. For this purpose, the cost of the purchase of a Preferred Share will include the purchase price of the 

Preferred Share, commission and such other costs, if any, related to the liquidation of any portion of the portfolio to 

fund the purchase of the Preferred Share. If the Net Asset Value per Unit is less than $10.00, plus any accrued and 

unpaid distributions on a Preferred Share, the retraction price of a Class A Share will be nil. Any declared and 

unpaid distributions payable on or before a Retraction Date in respect of Class A Shares tendered for retraction on 

such Retraction Date will also be paid on the Retraction Payment Date. 

Annual Concurrent Retraction 

A holder of a Class A Share may concurrently retract an equal number of Class A Shares and Preferred 

Shares on the Annual Retraction Date of each year, commencing in January 2020 at a retraction price equal to the 

Net Asset Value per Unit on that date, less any costs associated with the retraction, including commissions and other 

such costs, if any, related to the liquidation of any portion of the Portfolio required to fund such retraction. For the 

purpose of calculating the Net Asset Value per Unit, the value of securities comprising the Portfolio will be equal to 

the weighted average trading price of such securities over the last three business days of the month as described 

under “Calculation of Net Asset Value – Valuation of Portfolio Securities”. The Class A Shares and the Preferred 

Shares must both be surrendered for retraction by 5:00 p.m. (Toronto time) on or before the twentieth business day 
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prior to the Annual Retraction Date. Payment of the proceeds of the retraction will be made on or before the last 

business day of the following month. 

Non-Concurrent Retraction Right 

On the Maturity Date and upon any subsequent maturity date as determined by the Board of Directors, a 

holder of Class A Shares may retract such Class A Shares. The Company will provide at least 60 days’ notice to 

holders of Class A Shares of such right. The Class A Shares must be surrendered for retraction by 5:00 p.m. 

(Toronto time) on the last business day of the month prior to the Maturity Date or subsequent maturity date, as 

applicable. The retraction price payable by the Company for a Class A Share pursuant to the non-concurrent 

retraction right will be equal to the greater of (i) the Net Asset Value per Unit determined on that date minus the sum 

of $10.00 and any accrued and unpaid distributions on the Preferred Share, and (ii) nil. 

If more Preferred Shares than Class A Shares have been retracted pursuant to the non-concurrent retraction 

right, the Company will be authorized to redeem Class A Shares on a pro rata basis in a number to be determined by 

the Company reflecting the extent to which the number of Class A Shares outstanding following the non-concurrent 

retraction exceeds the number of Preferred Shares outstanding following the non-concurrent retraction. Conversely, 

if more Class A Shares than Preferred Shares have been retracted pursuant to the non-concurrent retraction right, the 

Company may issue Class A Shares to the extent the number of Preferred Shares outstanding following the non- 

concurrent retraction exceeds the number of Class A Shares outstanding following the non-concurrent retraction. 

In connection with any extension, the distribution rates on the Preferred Shares and distribution target on 

the Class A Shares for the new term will be announced at least 60 days prior to the extension of the term. The new 

distribution rate for the Preferred Shares will be determined based on then-current market yields for preferred shares 

with similar terms. 

Resale of Class A Shares Tendered for Retraction 

The Company may enter into a Recirculation Agreement with a Recirculation Agent whereby the 

Recirculation Agent will use commercially reasonable efforts to find purchasers for any Class A Shares tendered for 

retraction prior to the relevant Retraction Date. The Company may, but is not obligated to, require the Recirculation 

Agent to seek such purchasers and, in such event, the amount to be paid to the holder of Class A Shares on the 

applicable Retraction Payment Date will be an amount equal to the proceeds of the sale of the Class A Shares less 

any applicable commission, provided that such amount will not be less than the retraction price that would otherwise 

be payable to the holder of such Class A Shares. 

General 

Subject to the Company’s right to require the Recirculation Agent to use commercially reasonable efforts to 

find purchasers for any Class A Shares tendered for retraction prior to the relevant Retraction Date, any and all Class 

A Shares that have been surrendered to the Company for retraction are deemed to be outstanding until (but not after) 

the close of business on the relevant Retraction Date, unless the retraction price is not paid on the Retraction 

Payment Date, in which event such Class A Shares will remain outstanding. 

The retraction right must be exercised by causing written notice to be given within the notice periods 

prescribed herein and in the manner prescribed. Such surrender will be irrevocable upon the delivery of notice to 

CDS through a CDS Participant, except with respect to those Class A Shares which are not retracted by the 

Company on the relevant Retraction Payment Date. The Company may, in its discretion, permit the withdrawal of 

any Class A Share retraction request at any time prior to the Retraction Payment Date. 

If any Class A Shares are tendered for retraction and are not resold in the manner described above under 

“Resale of Class A Shares Tendered for Retraction”, the Company will direct the Recirculation Agent to purchase 

for cancellation on behalf of the Company that number of Preferred Shares that equals the number of Class A Shares 

so retracted. Any Preferred Shares so purchased for cancellation will be purchased in the market. 

Any retraction notice that CDS determines to be incomplete, not in proper form or not duly executed shall, 

for all purposes, be void and of no effect and the retraction privilege to which it relates shall be considered, for all 

purposes, not to have been exercised thereby. A failure by a CDS Participant to exercise retraction privileges or to 
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give effect to the settlement thereof in accordance with a Shareholder’s instructions will not give rise to any 

obligations or liability on the part of the Company or the Manager to the CDS Participant or the Shareholder. 

Suspension of Redemptions and Retractions 

The Company or the Manager may suspend the redemption and/or retraction of Class A Shares or Preferred 

Shares or payment of redemption or retraction proceeds (i) during any period when normal trading in securities 

owned by the Company is suspended on the TSX and if those securities are not traded on any other exchange that 

represents a reasonably practical alternative for the Company to execute trades in such securities, or (ii) subject to 

any required regulatory approvals, for any period not exceeding 120 days during which the Company or the 

Manager determines that conditions exist which render impractical the sale of assets of the Company or which 

impair the ability of the Company to determine the value of its assets, only with the prior approval of the securities 

regulatory authorities. The suspension may apply to all requests for retraction received prior to the suspension but as 

to which payment has not been made, as well as to all requests received while the suspension is in effect. All holders 

of Class A Shares and Preferred Shares making such requests shall be advised by the Manager of the suspension and 

that the retraction will be effected at a price determined on the first Retraction Date following the termination of the 

suspension. All such shareholders shall have and shall be advised that they have the right to withdraw their requests 

for retraction. The suspension shall terminate in any event on the first day on which the condition giving rise to the 

suspension has ceased to exist provided that no other condition under which a suspension is authorized then exists. 

To the extent not inconsistent with official rules and regulations promulgated by any government body having 

jurisdiction over the Company, any declaration of suspension made by the Company or the Manager shall be 

conclusive. 

INCOME TAX CONSIDERATIONS 

In the opinion of Fasken Martineau DuMoulin LLP, counsel to the Company, and McCarthy Tétrault LLP, 

counsel to the Agents, the following is a summary of the principal Canadian federal income tax considerations 

generally relevant to investors who, for purposes of the Tax Act and at all relevant times, are resident or are deemed 

to be resident in Canada, hold their Preferred Shares, Class A Shares and any Exchange Eligible Shares (defined 

herein) tendered under the Exchange Option as capital property, and deal at arm’s length with and are not affiliated 

with the Company. This summary is based upon the current provisions of the Tax Act and the regulations (the 

“Regulations”) and counsel’s understanding of the current published administrative policies and assessing practices 

of the  Canada Revenue Agency (the “CRA”). This summary is based on the assumption that the Class A Shares and 

the Preferred Shares will at all times be listed on a designated stock exchange in Canada (which currently includes 

the TSX). This summary is based on the assumption that the Company will at all relevant times be a mutual fund 

corporation under the Tax Act. This summary is based upon the assumption that the Company will at all relevant 

times comply with its Investment Objectives and Investment Restrictions. This summary is also based on a 

certificate of an officer of the Manager in respect of certain factual matters. 

This summary also takes into account all specific proposals to amend the Tax Act announced prior to the 

date hereof by the Minister of Finance (Canada) (the “Proposed Amendments”) and assumes that all Proposed 

Amendments will be enacted in the form proposed. No assurances can be given that the Proposed Amendments will 

become law as proposed or at all. This summary is not exhaustive of all possible Canadian federal income tax 

considerations and, in particular, does not describe income tax considerations relating to the deductibility of interest 

on money borrowed to acquire Class A Shares or Preferred Shares. This summary does not take into account or 

anticipate any changes in law, whether by legislative, governmental or judicial action, other than the Proposed 

Amendments. This summary does not deal with foreign, provincial or territorial income tax considerations, which 

might differ from the Canadian federal income tax considerations described herein. This summary does not apply (i) 

to a Shareholder that is a “financial institution” as defined in section 142.2 of the Tax Act, (ii) to a Shareholder an 

interest in which is a “tax shelter investment” as defined in subsection 143.2(1) of the Tax Act, (iii) to a Shareholder 

that is subject to the “functional currency” reporting rules in section 261 of the Tax Act, or (iv) to a Shareholder who 

has entered into a “derivative forward agreement” as defined in subsection 248(1) of the Tax Act with respect to 

Preferred Shares, Class A Shares or any Exchange Eligible Shares tendered under the Exchange Option. 

This summary is of a general nature only and does not constitute legal or tax advice to any particular 

investor. Accordingly, prospective investors are advised to consult their own tax advisors with respect to their 

individual circumstances. 
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Tax Treatment of the Company 

The Manager has advised counsel that the Company intends at all relevant times to qualify as a “mutual 

fund corporation” as defined in the Tax Act and that the Company will file the necessary election under the Tax Act 

so that it will be deemed to be a “public corporation” and therefore qualify as a mutual fund corporation throughout 

its first taxation year. As a mutual fund corporation, the Company will be entitled in certain circumstances to a 

refund of tax paid or payable by it in respect of its net realized capital gains. Also, as a mutual fund corporation, the 

Company will be entitled to maintain a capital gains dividend account in respect of its realized net capital gains and 

from which it may elect to pay dividends (“Capital Gains Dividends”) which are treated as capital gains in the hands 

of the Shareholders of the Company (see “Tax Treatment of Shareholders”, below). In certain circumstances where 

the Company has recognized a capital gain in a taxation year, it may elect not to pay Capital Gains Dividends in that 

taxation year in respect thereof and instead pay refundable capital gains tax, which may in the future be fully or 

partially refundable upon the payment of sufficient Capital Gains Dividends and/or qualifying redemptions. 

In computing income for a taxation year, the Company will be required to include in income all dividends 

received by the Company in the year. In computing taxable income, the Company will generally be permitted to 

deduct all dividends received by it from Enbridge and other taxable Canadian corporations.  

The Company will elect in accordance with the Tax Act to have each of its “Canadian securities” (which 

will include Enbridge Common Shares) treated as capital property. Such an election will ensure that gains or losses 

realized by the Company on its Canadian securities are treated as capital gains or capital losses. 

The Company qualifies as a “financial intermediary corporation” (as defined in the Tax Act) and, thus, is 

not subject to tax under Part IV.1 of the Tax Act on dividends received by the Company and is not generally liable 

to tax under Part VI.1 of the Tax Act on dividends paid by the Company on “taxable preferred shares” (as defined in 

the Tax Act). As a mutual fund corporation (which is not an “investment corporation” as defined in the Tax Act), the 

Company is generally subject to a refundable tax of 38
1/3

% under Part IV of the Tax Act on taxable dividends 

received by the Company during the year from Enbridge and other taxable dividends to the extent the amount is 

deductible in computing the Company’s taxable income. This tax is refundable upon the payment by the Company 

of sufficient dividends other than Capital Gains Dividends (“Ordinary Dividends”). 

Premiums received on covered call options written by the Company that are not exercised prior to the end 

of the year will constitute capital gains of the Company in the year received, unless such premiums are received by 

the Company as income from a business of buying and selling securities or the Company has engaged in a 

transaction or transactions considered to be an adventure in the nature of trade. The Company purchases Enbridge 

Common Shares and other securities with the objective of earning dividends thereon over the life of the Company 

and writes covered call options and purchases cash covered put options with the objective of increasing the yield on 

the Portfolio beyond the dividends received on the Portfolio securities. Thus, having regard to the foregoing and in 

accordance with the CRA’s published administrative policies, transactions undertaken by the Company in respect of 

the securities comprising the Portfolio and options on such securities will be treated and reported by the Company as 

arising on capital account. 

Premiums received by the Company on covered call (or cash covered put) options that are subsequently 

exercised will be included in computing the proceeds of disposition (or deducted in computing the adjusted cost 

base) to the Company of the securities disposed of (or acquired) by the Company upon the exercise of such call (or 

put) options. In addition, where the premium was in respect of an option granted in a previous year so that it 

constituted a capital gain of the Company in the previous year, such capital gain may be reversed. 

In computing the adjusted cost base of a security held by Company, the Company will generally be 

required to average the cost of that security with the adjusted cost base of all other identical securities owned by the 

Company. 

A capital loss realized by the Company on a disposition of a security will be a suspended loss for purposes 

of the Tax Act if the Company, or a person “affiliated” with the Company (within the meaning of the Tax Act) 

acquires an identical security (a “substituted property”) within 30 days before and 30 days after the disposition and 

the Company, or a person affiliated with the Company, owns the substituted property 30 days after the original 

disposition. If a loss is suspended, the Company cannot deduct the loss from the Company’s capital gains until the 
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substituted property is sold and is not reacquired by the Company, or a person affiliated with the Company, within 

30 days before and after the sale. 

Distributions 

The policy of the Company is to pay quarterly distributions on the Preferred Shares and monthly 

distributions on the Class A Shares and, in addition, to pay special year-end distributions to holders of Class A 

Shares where the Company has net taxable capital gains upon which it would otherwise be subject to tax (other than 

taxable capital gains realized on the writing of options that are outstanding at year end) or where the Company needs 

to pay a dividend in order to recover refundable tax not otherwise recoverable upon payment of monthly dividends.  

Tax Treatment of Shareholders 

Shareholders must include in income Ordinary Dividends paid to them by the Company. For individual 

Shareholders, Ordinary Dividends will be subject to the gross-up and dividend tax credit rules that apply to taxable 

dividends paid by taxable Canadian corporations, including, the enhanced gross-up and credit for Ordinary 

Dividends designated by the Company as eligible dividends. For corporate Shareholders, other than “specified 

financial institutions” (as defined in the Tax Act), Ordinary Dividends will normally be deductible in computing the 

taxable income of the corporation. In certain circumstances, subsection 55(2) of the Tax Act will treat a taxable 

dividend received by a Shareholder that is a corporation as proceeds of disposition or a capital gain. Shareholders 

that are corporations should consult their own tax advisor having regard to their own circumstances. 

In the case of a Shareholder that is a specified financial institution, Ordinary Dividends received on a 

particular class of shares will be deductible in computing its taxable income only if either (a) the specified financial 

institution did not acquire such shares in the ordinary course of its business; or (b) at the time of the receipt of the 

dividends by the specified financial institution, such shares are listed on a designated stock exchange in Canada, and 

dividends are received in respect of not more than 10% of the issued and outstanding shares of that class by (i) the 

specified financial institution, or (ii) the specified financial institution and persons with whom it does not deal at 

arm’s length (within the meaning of the Tax Act). For these purposes, a beneficiary of a trust will be deemed to 

receive the amount of any dividend received by the trust and designated to that beneficiary, effective at the time the 

dividend was received by the trust, and a member of a partnership will be considered to have received that partner’s 

share of a dividend received by the partnership, effective at the time the dividend was received by the partnership. 

Ordinary Dividends received by a corporation (other than a “private corporation” or a “financial 

intermediary corporation”, as defined in the Tax Act) on Preferred Shares will generally be subject to a 10% tax 

under Part IV.1 of the Tax Act to the extent that such dividends are deductible in computing the corporation’s 

taxable income. 

A Shareholder that is a private corporation or any other corporation controlled directly or indirectly by or 

for the benefit of an individual (other than a trust) or a related group of individuals (other than trusts) will generally 

be liable to pay a 38
1/3

% refundable tax under Part IV of the Tax Act on Ordinary Dividends received on the 

Preferred Shares and Class A Shares to the extent that such dividends are deductible in computing the Shareholder’s 

taxable income. Where Part IV.1 tax also applies to an Ordinary Dividend received by a corporation, the rate of Part 

IV tax otherwise payable by the corporation is reduced by 10% of the amount of such Ordinary Dividend. 

The amount of any Capital Gains Dividend received by a Shareholder from the Company will be 

considered to be a capital gain of the Shareholder from the disposition of capital property in the taxation year of the 

Shareholder in which the Capital Gains Dividend is received. 

The amount of any payment received by a Shareholder from the Company as a return of capital on a 

Preferred Share or Class A Share will not be required to be included in computing income. Instead, such amount will 

reduce the adjusted cost base of the relevant share to the Shareholder. To the extent that the adjusted cost base to the 

Shareholder would otherwise be a negative amount, the Shareholder will be considered to have recognized a capital 

gain at that time and the Shareholder’s adjusted cost base will be increased by the amount of such deemed capital 

gain. See “Disposition of Shares”, below. 
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Disposition of Shares 

Upon the redemption, retraction or other disposition of a Preferred Share or Class A Share, a capital gain 

(or a capital loss) will be realized to the extent that the proceeds of disposition of the Share exceed (or are less than) 

the aggregate of the adjusted cost base of the share and any reasonable costs of disposition. If the Shareholder is a 

corporation, any capital loss arising on the disposition of a share may in certain circumstances be reduced by the 

amount of any Ordinary Dividends received on the share. Analogous rules apply to a partnership or trust of which a 

corporation, partnership or trust is a member or beneficiary. 

One-half of a capital gain (a taxable capital gain) is included in computing income and one-half of a capital 

loss (an allowable capital loss) is deductible against taxable capital gains in accordance with the provisions of the 

Tax Act. A Shareholder that is a “Canadian-controlled private corporation” (as defined in the Tax Act) will be 

subject to an additional refundable tax on its aggregate investment income, which includes an amount in respect of 

taxable capital gains. 

Individuals (other than certain trusts) who realize net capital gains or dividends may be subject to an 

alternative minimum tax under the Income Tax Act. 

Generally, the Preferred Shares and Class A Shares will qualify as “Canadian securities” for purposes of 

making an irrevocable election under the Tax Act to deem all Canadian securities held by the investor to be capital 

property and to deem all dispositions of Canadian securities held by the investor to be dispositions of capital 

property for the purposes of the Tax Act. This election is not available to all taxpayers under all circumstances and 

therefore prospective investors considering making such an election should consult their tax advisors. 

Tax Treatment under the Exchange Option 

A purchaser who exchanges securities of Exchange Eligible Issuers (the “Exchange Eligible Shares”) for 

Units or Class A Shares generally will realize a capital gain (or a capital loss) in the taxation year in which the 

disposition of Exchange Eligible Shares takes place to the extent that the proceeds of disposition for such Exchange 

Eligible Shares, net of any reasonable costs of disposition, exceed (or are less than) the adjusted cost base of such 

Exchange Eligible Shares to the purchaser. For this purpose, the proceeds of disposition to the purchaser will equal 

the sum of (i) any cash received by the purchaser, and (ii) the aggregate of the fair market value of the Preferred 

Shares and/or Class A Shares acquired on the exchange. The cost to a purchaser of Preferred Shares and Class A 

Shares so acquired will be equal to the fair market value of those shares at the time of acquisition less any cash 

received. In computing the adjusted cost base of the Preferred Shares and/or Class A Shares acquired by a 

Shareholder pursuant to an exchange for Exchange Eligible Shares, the cost of such Preferred Shares and Class A 

Shares must be averaged with the adjusted cost base of any other Preferred Shares or Class A Shares then held by 

the Shareholder as capital property. 

Taxation of Registered Plans 

Registered Plans, as Shareholders, generally will be exempt from tax on any dividend or other income 

derived from Preferred Shares and Class A Shares and on any capital gain realized upon the sale, redemption or 

other disposition of such shares. If and when cash or securities are withdrawn from a Registered Plan, other than 

from a TFSA (or in certain circumstances from an RDSP or RESP), the holder of the Registered Plan generally will 

be liable to pay income tax based on the amount of cash or the fair market value of the securities withdrawn, unless 

the cash or securities are transferred to another Registered Plan in accordance with the Tax Act. 

International Information Reporting 

The dealers through which Shareholders hold their Preferred Shares or Class A Shares are subject to 

registration, information collection and reporting obligations contained in Part XVIII of the Tax Act, which 

implemented the Canada-United States Enhanced Tax Information Exchange Agreement (the “IGA”) with respect to 

“financial accounts” such dealers maintain for their clients. Shareholders, or the controlling person of a Shareholder, 

will generally be requested to provide their dealer with information related to their citizenship, residency and, if 

applicable, a U.S. federal tax identification number. If a Shareholder is a U.S. person (including a U.S. citizen or 

green card holder who is resident in Canada) or if a Shareholder does not provide the requested information, Part 

XVIII of the Tax Act and the IGA will generally require information about the Shareholder’s investment in the 
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Company to be reported to the CRA, unless the investment is held within a Registered Plan. The CRA is expected to 

provide that information to the U.S. Internal Revenue Service. 

In addition, reporting obligations in the Tax Act have been enacted to implement the Organisation for 

Economic Co-operation and Development Common Reporting Standard (the “CRS Rules”). Pursuant to the CRS 

Rules, Canadian financial institutions are required to have procedures in place to identify accounts held by residents 

of foreign countries (other than the United States), or by certain entities any of whose “controlling persons” are 

resident in a foreign country (other than the United States). The CRS Rules provide that Canadian financial 

institutions must report the required information to the CRA annually. Such information would be available to be 

exchanged on a reciprocal, bilateral basis with the jurisdictions in which the Shareholders, or such controlling 

persons, are resident. Under the CRS Rules, Shareholders will be required to provide such information regarding 

their investment in the Company to the Shareholder’s dealer for the purpose of such an information exchange, unless 

the Preferred Shares or Class A Shares are held by a Registered Plan. 

ELIGIBILITY FOR INVESTMENT 

Provided that the Company qualifies as a “mutual fund corporation” for the purposes of the Tax Act or if 

the Preferred Shares and Class A Shares are listed on a “designated stock exchange” within the meaning of the Tax 

Act, the Preferred Shares and Class A Shares will be qualified investments under the Tax Act for trusts governed by 

RRSPs, RRIFs, RESPs, deferred profit sharing plans, RDSPs and TFSAs.  

Provided that a holder of a TFSA or RDSP, a subscriber  of an RESP or an annuitant of an RRSP or RRIF, 

deals at arm’s length with and does not have a “significant interest” (within the meaning of the Tax Act) in the 

Company, the Preferred Shares and Class A Shares will not be a prohibited investment under the Tax Act for such 

TFSA, RDSP, RESP, RRSP or RRIF. 

ORGANIZATION AND MANAGEMENT DETAILS OF THE COMPANY  

Officers and Directors of the Company 

The names, municipalities of residence, positions held with the Company and principal occupations of the 

directors and officers of the Company are listed in the following table. The backgrounds of such directors and 

officers are described below, other than the background of Mr. Orrico, which is described below under 

“Organization and Management Details of the Company – Advisor of the Company”.   

 

Name and Municipality of  

Residence Position with the Company 

Principal Occupation and Positions Held 

During the Last 5 Years 

DEAN ORRICO
(1)

 ...............................  

Vaughan, Ontario 

President, Chief Executive Officer 

and Director 

President and Chief Investment Officer 

of Middlefield Capital Corporation 

CRAIG ROGERS ................................  

Toronto, Ontario 

Chief Financial Officer, Secretary 

and Director 

Executive Director, Corporate 

Development of Middlefield Capital 

Corporation 

WENDY TEO
(1)

 ..................................  

Toronto, Ontario 

Director Secretary-Treasurer and Vice President, 

Accounting of Middlefield Capital 

Corporation 

EDMUN TSANG
(1)

 .............................  

Stouffville, Ontario 

Director Director, Trading and Portfolio 

Manager of Middlefield Capital 

Corporation 

Note: (1)  Member of audit committee  

The directors of the Company were appointed on May 17, 2018 and the term of each director’s 

appointment expires at the next annual meeting of shareholders of the Company. No Class M Shares (as defined 

under “Description of the Shares”) are beneficially owned, controlled or directed, directly or indirectly, by the 

directors or executive officers of the Company. 
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Craig Rogers is an Executive Director, Corporate Development of Middlefield Capital Corporation and is 

responsible for assisting with overall corporate strategy, as well as the development and structuring of Middlefield's 

investment funds. Craig joined Middlefield in 2014 after several years as a Vice President of an independent 

investment dealer and a Chief Financial Officer of a publicly listed investment company. Mr. Rogers graduated with 

an Honours Bachelor of Commerce in Finance degree from the University of Ottawa in 2006 and holds the 

Chartered Professional Accountant, Certified General Accountant, and Chartered Financial Analyst designations. 

Wendy Teo is the Secretary-Treasurer and Vice President, Accounting of Middlefield Capital 

Corporation.  Ms. Teo is a Chartered Professional Account of Ontario as well as a Certified Public Accountant in the 

United States and holds a Bachelor of Commerce in Accounting degree from the University of Manitoba in 

Winnipeg. Prior to joining Middlefield Capital Corporation in 2015, Ms. Teo worked in the audit and tax 

departments of several public accounting firms over the last 19 years. 

Edmun Tsang is a Director, Trading and Portfolio Manager at Middlefield Capital Corporation and is 

responsible for assisting with trading and the investment management of Middlefield's global mandates. Prior to 

joining Middlefield in 2011, Mr. Tsang managed investments for high net worth investors at DundeeWealth Inc. He 

holds an Honours Bachelor of Science in economics and statistics from the University of Toronto in 2005, an MBA 

degree from the Rotman School of Management at the University of Toronto in 2009 and holds the Chartered 

Financial Analyst designation. 

Manager of the Company 

Middlefield Limited is the manager of the Company pursuant to a management agreement dated September 

28, 2015 (the “Management Agreement”). The municipal address of the Manager is 812 Memorial Drive N.W., 

Calgary, Alberta, T2N 3C8. The Manager shall have exclusive authority to manage the affairs of the Company.  

The names, municipalities of residence, positions held with the Manager and principal occupations of the 

directors and officers of the Manager are listed in the following table. The backgrounds of such officers and 

directors are described below. 

Name and Municipality of Residence Position with the Manager Principal Occupation 

VINCENZO GRECO ................................. 

Calgary, Alberta 

 

Chairman and Director Managing Director, Trading and 

Portfolio Manager of Middlefield Capital 

Corporation 

FRANCISCO Z. RAMIREZ ....................... 

Calgary, Alberta 

President, Chief Executive Officer, 

Chief Compliance Officer and 

Director 

President, Chief Executive Officer, Chief 

Compliance Officer and Director of 

Middlefield Limited 

CATHERINE E. REBULDELA ................. 

Calgary, Alberta 

Chief Financial Officer, Vice 

President, Secretary and Director 

Chief Financial Officer, Vice President, 

Secretary and Director of Middlefield 

Limited 

Mr. Greco was first appointed a director on February 22, 2011 and re-appointed on August 23, 2017. Mr. 

Ramirez was appointed a director on December 2, 2009 and Ms. Rebuldela was appointed a director on July 14, 

2016. The term of each director’s appointment expires at the next annual meeting of the shareholders of the 

Manager. 

Vincenzo Greco is the Chairman and a Director of the Manager. Prior to joining the Manager in 2010, Mr. 

Greco was a portfolio manager for two U.S.-based hedge funds which focused on equity securities of issuers in the 

natural resources sector as well as natural resource commodities. Prior to that, he was an institutional equities 

salesperson at an investment dealer in Toronto, Ontario. Mr. Greco is an MBA graduate of the Queen’s School of 

Business, Queen’s University.  

Francisco Z. Ramirez is the President, Chief Executive Officer, Chief Compliance Officer and a Director 

of the Manager. Mr. Ramirez holds a Bachelor of Science in Business Administration (B.S.B.A) degree. Mr. 

Ramirez has been employed by the Manager and its affiliates for over 10 years and each of his principal occupations 

during the past five years has been with Middlefield Limited or its affiliates. 
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Catherine E. Rebuldela is the Chief Financial Officer, Vice President, Secretary, and a Director of the 

Manager. Ms. Rebuldela is a Certified General Accountant and worked as a Fund Accountant responsible for 

financial reporting of Middlefield Group’s closed-end funds and mutual funds prior to her current position. Ms. 

Rebuldela, who is a Certified Public Accountant in the Philippines, worked with that country’s national tax agency 

as Supervising Revenue Officer from 1991 to 2005. 

The directors and executive officers of the Manager do not beneficially own, control or direct, directly or 

indirectly, any common shares of the Manager. 

Duties and Services to be Provided by the Manager 

Pursuant to the Management Agreement, the Manager has been given the authority to manage the activities 

and day-to-day operations of the Company, including providing and arranging for the provision of marketing and 

administrative services required by the Company. The Manager’s duties include, among others: maintaining 

accounting records for the Company; authorizing the payment of operating expenses incurred on behalf of the 

Company; handling securities trades on behalf of the Company; preparing financial statements, income tax forms 

and financial and accounting information as required by the Company; calculating or arranging for the calculation of 

the NAV; providing Shareholders with financial statements and other reports as are required by applicable law from 

time to time; monitoring the Company’s compliance with regulatory requirements; preparing the Company’s reports 

to Shareholders and the Canadian securities regulatory authorities; and negotiating contractual agreements with 

third-party providers of services, including the Company’s auditor and its printers. 

Details of the Management Agreement 

Pursuant to the Management Agreement, the Manager is required to exercise its powers and discharge its 

duties honestly, in good faith and in the best interests of the Company and to exercise the care, diligence and skill of 

a reasonably prudent person in the circumstances. The Manager may, pursuant to the terms of the Management 

Agreement, delegate certain of its duties to third parties where in the discretion of the Manager it would be in the 

best interests of the Company and the Shareholders to do so. The Management Agreement provides that the 

Manager will not be liable in any way for any default, failure or defect in the securities comprising the Portfolio if it 

has satisfied the duties and the standard of care, diligence and skill set forth above. The Manager will incur liability, 

however, in cases of wilful misconduct, bad faith, negligence, disregard of the Manager’s standard of care or by any 

material breach or default by it of its obligations under the Management Agreement. 

Unless the Manager resigns or is removed as described below, the Manager will continue as manager until 

the termination of the Company. The Manager may resign if the Company is in breach or default of the provisions of 

the Management Agreement and, if capable of being cured, any such breach or default has not been cured within 30 

days’ notice of such breach or default to the Company. The Manager is deemed to have resigned if the Manager 

becomes bankrupt or insolvent or in the event the Manager ceases to be resident in Canada for the purposes of the 

Tax Act. The Manager may not be removed other than by an Extraordinary Resolution (as defined under 

“Shareholder Matters – Matters Requiring Shareholder Approval”). In the event that the Manager is in material 

breach or default of the provisions of the Management Agreement and, if capable of being cured, any such breach or 

default has not been cured within 30 days’ notice of such breach or default to the Manager, the Company shall give 

notice thereof to Shareholders and Shareholders may direct the Company to remove the Manager and appoint a 

successor manager. 

The Manager is entitled to fees for its services under the Management Agreement as described under “Fees 

and Expenses” and will be reimbursed by the Company for all reasonable costs and expenses incurred by the 

Manager on behalf of the Company. In addition, the Manager and each of its directors, officers, employees, 

shareholders and agents will be indemnified by the Company for all liabilities, costs and expenses incurred in 

connection with any action, suit or proceeding that is proposed or commenced, or other claim that is made against, 

the Manager, or any of its directors, officers, employees, shareholders or agents, in the exercise of its duties as 

manager, except those resulting from the Manager’s wilful misconduct, bad faith, negligence, disregard of the 

Manager’s standard of care or material breach or default by the Manager of its obligations under the Management 

Agreement. 
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Officers and Directors of the Manager of the Company 

The names, municipalities of residence, offices held with the Manager and principal occupations of the 

directors and officers of the Manager are set out above under “Organization and Management Details of the 

Company – Manager of the Company”. 

Middlefield Capital Corporation will act as advisor to the Company pursuant to the terms of an advisory 

agreement to be entered into at or prior to completion of the Offering (the “Advisory Agreement”). Middlefield 

Capital Corporation was incorporated under the Canada Business Corporations Act on November 3, 1986, is 

registered as an investment dealer under the securities laws of Alberta, Ontario and Nova Scotia and is a member of 

the Investment Industry Regulatory Organization of Canada. 

Middlefield Capital Corporation and the Manager are each members of the Middlefield Group 

(“Middlefield”). Formed in 1979, Middlefield creates and manages specialized investment products for individual 

and institutional investors and has assets under management of approximately $4.0 billion. Investment products 

include closed-end funds, mutual funds, private and public resource funds, real estate funds and a venture capital 

fund. Middlefield has approximately 70 employees with offices located in Calgary, Toronto, San Francisco and 

London, England. Clients include Canadian and international financial institutions, corporations and individuals. Its 

services are provided in Canada primarily through Middlefield Capital Corporation (which is a member of the 

Canadian organization that regulates investment dealers) and internationally through Middlefield International 

Limited in London, England (which is registered as a member firm with The Financial Conduct Authority in the 

United Kingdom). In addition to asset and investment management, the services provided by Middlefield include 

real estate investment and property management, corporate finance, merchant banking, financial advisory and 

securities placement activities. 

Middlefield’s role in its fund management business includes the creation and structuring of investment 

vehicles, the completion of offerings to investors, the identification, selection and monitoring of suitable 

investments, acting as registrar and transfer agent, monitoring regulatory compliance and providing reports to 

investors on operating and financial performance and for income tax purposes. 

Middlefield advises several TSX-listed funds, including MINT Income Fund which celebrated its 21
st
 year 

of being listed on the TSX in March 2018. Middlefield has expanded its advisory offerings by raising approximately 

$1 billion in IPOs since the beginning of 2014. Middlefield manages three existing dedicated energy and 

infrastructure funds. 

In the oil and gas and mining sectors, Middlefield has acted as agent or manager for over $2.5 billion of 

resource investments since 1983 when it commenced activity in this sector. Middlefield’s resource experience 

includes: the management of a co-venture and two limited partnerships which own producing oil and gas assets 

engaged in oil and gas exploration and development; the co-founding of Morrison Middlefield Resources Limited 

(MMRL), a TSX-listed oil and gas company; and the management of 59 limited partnerships dedicated to the oil and 

gas and mining sectors. 

In the real estate sector, Middlefield has been involved since its founding in all aspects of the industry. 

Activities encompass land acquisition, project design, construction, financing and leasing of real estate projects. 

Upon project acquisition or completion, ongoing property management services are provided through one of 

Middlefield’s affiliates. Properties include approximately 1,500 residential units as well as commercial projects. 

Currently, about 900 residential units and several limited partnerships are managed by Middlefield. 

The Advisor 

The officers and directors of Middlefield Capital Corporation who are primarily responsible for providing 

services to the Company are listed in the following table. The backgrounds of such officers and directors are 

described below. 

 
Name and Municipality of Residence Position with Middlefield Capital Corporation and Principal Occupation 

DEAN ORRICO ...........................................   

Vaughan, Ontario 

President and Chief Investment Officer 
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Name and Municipality of Residence Position with Middlefield Capital Corporation and Principal Occupation 

ROBERT F. LAUZON, CFA ........................  

Toronto, Ontario 

Managing Director, Trading and Deputy Chief Investment Officer 

JEREMY BRASSEUR ..................................  

Toronto, Ontario 

Managing Director, Corporate Development and Marketing 

DENNIS DA SILVA.....................................  

Brampton, Ontario 

Managing Director, Resource Group, and Senior Portfolio Manager 

Dean Orrico is President and Chief Investment Officer of Middlefield Capital Corporation and Chairman 

of Middlefield Group Limited (Middlefield) and has been employed by Middlefield since 1996. Mr. Orrico is 

responsible for overseeing the ongoing management of all of Middlefield’s investment funds including TSX-listed 

funds, mutual funds and resource flow-through funds, and is lead manager of Middlefield’s healthcare strategies. 

Mr. Orrico is an MBA graduate of the Schulich School of Business (York University). 

Robert F. Lauzon is Managing Director, Trading and Deputy Chief Investment Officer Middlefield 

Capital Corporation and has been employed by Middlefield Capital Corporation since 2002. Mr. Lauzon is the lead 

portfolio manager on a number of investment funds and is responsible for overseeing Middlefield’s trading 

operations. Mr. Lauzon is an MBA graduate of the Rotman School of Management (University of Toronto) and 

holds the Chartered Financial Analyst designation. 

Jeremy Brasseur is a Managing Director, Corporate Development, and Marketing of Middlefield Capital 

Corporation and President of Middlefield Group Limited (Middlefield) and has been employed by Middlefield since 

2002. Mr. Brasseur is responsible for overseeing the development and structuring of all of Middlefield’s investment 

funds as well as the sales and marketing division. Mr. Brasseur is an MBA graduate of the Kellogg School of 

Management (Northwestern University of Chicago) and the Schulich School of Business (York University). 

Dennis da Silva is Managing Director, Resource Group, and Senior Portfolio Manager of Middlefield 

Capital Corporation and has been employed by Middlefield since 1995. He is the lead manager on a number of 

Middlefield’s resource focused investment funds, having managed over $1.5 billion in flow-through limited 

partnership. With over 20 years of experience in the resource sector, Mr. da Silva has developed excellent 

relationships with a large number of Canadian resource companies. Mr. da Silva is an MBA graduate of the Schulich 

School of Business (York University). 

Details of the Advisory Agreement 

Pursuant to the Advisory Agreement, the Advisor will provide investment management advice to the 

Manager in a manner consistent with the investment objectives, strategy and restrictions of the Company. The 

Advisor will be paid the Advisory Fee by the Manager and not by the Company. Investment decisions will be 

implemented by the Manager. In the purchase and sale of securities for the Company, the Manager will seek to 

obtain overall services and prompt execution of orders on favourable terms. 

Under the Advisory Agreement, the Advisor is required to act at all times on a basis which is fair and 

reasonable to the Company, to act honestly and in good faith with a view to the best interests of the Company and, 

in connection therewith, to exercise the degree of care, diligence and skill that a reasonably prudent person would 

exercise in the circumstances. The Advisory Agreement provides that the Advisor will not be liable in any way for 

any default, failure or defect in any of the securities of the Company, nor will it be liable if it has satisfied the duties 

and standard of care, diligence and skill set forth above. The Advisor may, however, incur liability in cases of wilful 

misconduct, bad faith, negligence, disregard of the Advisor’s standard of care or material breach or default by the 

Advisor of its obligations under the Advisory Agreement. 

The Advisory Agreement, unless terminated as described below, will continue in effect until the Company 

is terminated. The Manager may terminate the Advisory Agreement if the Advisor has committed certain events of 

bankruptcy or insolvency or is in material breach or default of the provisions thereof and, if capable of being cured, 

such breach has not been cured within 30 days after notice thereof has been given to the Advisor and the Company 

by the Manager. 

The Advisor may terminate its obligations under the Advisory Agreement if the Company is in material 

breach or default of the provisions thereof and, if capable of being cured, such breach or default has not been cured 
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within 30 days of notice of same to the Manager and to the Company or if there is a material change in the 

investment objectives or strategy of the Company. If the Advisory Agreement is terminated, the Manager will 

promptly appoint one or more successor investment managers to carry out the activities of the Advisor. 

The Advisor is entitled to fees for its services which are payable by the Manager (and not the Company) 

under the Advisory Agreement as described under “Fees and Expenses” and will be reimbursed by the Company for 

all reasonable costs and expenses incurred by the Advisor on behalf of the Company. In addition, the Advisor, and 

its directors, officers, employees and agents, will be indemnified by the Company for all liabilities, costs and 

expenses incurred in connection with any action, suit or proceeding that is proposed or commenced, or other claim 

that is made against, the Advisor, or any of its officers, directors, employees or agents, in the exercise of its duties as 

an investment advisor, except those resulting from the Advisor’s wilful misconduct, bad faith, negligence, disregard 

of the Advisor’s standard of care or material breach or default by the Advisor of its obligations under the Advisory 

Agreement. 

Conflicts of Interest 

The management services to be provided or caused to be provided by the Manager under the Management 

Agreement are not exclusive to the Company and nothing in the Management Agreement prevents the Manager or 

any of its affiliates from providing similar services to other investment funds and other clients (whether or not their 

activities are similar to those of the Company) or from engaging in other activities. 

The Advisor is engaged in a wide range of investment management, investment advisory and other 

business activities. The services of the Advisor under the Advisory Agreement are not exclusive and nothing in the 

Advisory Agreement prevents the Advisor or any of its affiliates from providing similar services to other investment 

funds and other clients (whether or not their investment objectives or strategies are similar to those of the Company) 

or from engaging in other activities. The Advisor’s investment advice regarding the Portfolio and decisions with 

respect to the composition of the Portfolio will be made independently of those made for its other clients and 

independently of its own investments. On occasion, however, the Advisor may decide on the same investment for 

the Company and for one or more of its other clients. If the Company and one or more of the other clients of the 

Advisor are engaged in the purchase or sale of the same security, the transactions will be effected on an equitable 

basis. In addition, pursuant to the Advisory Agreement, the Advisor may from time to time receive commissions or 

other fees for acting as the Company’s broker in connection with the purchase or sale of Portfolio securities. Any 

such arrangement shall be on terms that are no less favourable to the Company than those available from third 

parties for comparable services. 

The Manager or its affiliates may act as the manager to other funds which may invest primarily in the same 

securities as the Company from time to time invests and which may be considered competitors of the Company. In 

addition, the directors and officers of the Manager or its affiliates may be directors, officers, shareholders or 

unitholders of one or more issuers in which the Company may acquire securities or of corporations which act as the 

manager of other funds that invest primarily in the same securities as the Company from time to time invests and 

which may be considered competitors of the Company. The Manager or its affiliates may be managers or portfolio 

managers of one or more issuers in which the Company may acquire securities and may be managers or portfolio 

managers of investment funds that invest in the same securities as the Company. A decision to invest in such issuers 

will be made independently by the Advisor and without consideration of the relationship of the Manager or its 

affiliates with such issuers. Conflicts of interest between the Manager and the Company will be addressed by the 

Independent Review Committee. 

See also “Relationship Between Investment Fund and Agents” and “Risk Factors – Risks Related to the 

Structure of the Company – Conflicts of Interest”. 

Independent Review Committee 

An independent review committee (the “Independent Review Committee”) has been established by the 

Company in accordance with National Instrument 81-107 – Independent Review Committee for Investment Funds 

(“NI 81-107”) and is comprised of four members, each of whom is independent. The Independent Review 

Committee deals with conflict of interest matters presented to it by the Manager in accordance with NI 81-107. The 

Manager is required under NI 81-107 to identify conflicts of interest inherent in its management of the Company 

and the other investment funds managed by it, and request input from the Independent Review Committee on how it 
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manages those conflicts of interest. NI 81-107 also requires the Manager to establish written policies and procedures 

outlining its management of those conflicts of interest. The Independent Review Committee will provide its 

recommendations or approvals, as required, to the Manager with a view to the best interests of the Company. The 

Independent Review Committee will report annually to Shareholders as required by NI 81-107. The reports of the 

Independent Review Committee will be available free of charge from the Manager on request by contacting the 

Manager at invest@middlefield.com and will be posted on the Manager’s website at www.middlefield.com. 

The members of the Independent Review Committee are paid an annual fee for serving on the independent 

review committee of the investment funds in the Middlefield family of investment funds. Each investment fund, 

including the Company, is responsible for a portion of that fee which is allocated by the Manager among the various 

funds. The annual fee payable to the members of the Independent Review Committee is currently $110,000 in the 

aggregate plus $1,500 per Independent Review Committee member per meeting. Expenses incurred by the members 

of the Independent Review Committee in connection with performing their duties are also the responsibility of the 

investment funds, including the Company. 

The following individuals are the members of the Independent Review Committee: 

Bernard I. Ghert is Chairman of the Independent Review Committee. He was previously Chairman of 

Mount Sinai Hospital from 1997 to 2002, having been on the board of directors since 1974. During that time he was 

President of Stelworth Investments Inc. He was a director at various times of numerous organizations including 

Canada Deposit Insurance Corporation, CT Financial, Canada Trust and Canada Trustco and President and CEO of 

Cadillac Fairview Corporation Limited. He was an advisory director of the Office of the Superintendent of Financial 

Institutions. Mr. Ghert was appointed as a Member of the Order of Canada in July 2002. 

George S. Dembroski was Vice-Chairman of RBC Dominion Securities Limited until January 31, 1998. 

Mr. Dembroski also holds the Chartered Professional Accountant designation. 

H. Roger Garland was Vice Chairman of Four Seasons Hotels Inc., having joined the company in 1981 as 

Senior Vice President, Finance. Prior to Four Seasons, he was Vice President, Corporate Banking with Citibank, 

N.A. in Canada and Switzerland. Mr. Garland sits on the boards of several companies. Mr. Garland also holds the 

Chartered Professional Accountant designation. 

Edward V. Jackson was Managing Director and Co-Head of the Investment Funds Group, RBC Capital 

Markets until December 31, 2015 and was President and CEO of Advantage Preferred Share Trust, a TSX listed 

closed-end fund from 2011-2015. Mr. Jackson currently sits on the Advisory Board of Enertech Capital and is a 

member of the Hearing Committee of the Investment Industry Regulatory Organization of Canada. 

Brokerage Arrangements 

The primary consideration in all securities transactions for the Company will be prompt execution of orders 

in an efficient manner at the most favourable price. In selecting and monitoring dealers and negotiating 

commissions, the Manager considers the dealer’s reliability and the quality of its execution services on a continuing 

basis. Brokerage transactions may also be allocated to dealers affiliated with the Manager, on terms, including fees 

and commissions, not less favourable than would be offered to other similar clients of such affiliated dealers. 

Auditors 

The independent auditor of the Company is Deloitte LLP. The address of the auditor is Suite 200, Bay 

Adelaide Centre, 8 Adelaide Street West, Toronto, Ontario M5H 0A9. Although the approval of Shareholders will 

not be obtained prior to making any change in auditor of the Company, Shareholders will be sent a written notice at 

least 60 days prior to the effective date of any such change. 

Custodian 

RBC Investor Services Trust (the “Custodian”) is the custodian of the assets of the Company and may 

employ sub-custodians as considered appropriate in the circumstances. The address of the Custodian is 335 

8
th

 Avenue S.W., 23
rd

 Floor, Calgary, Alberta, T2P 1C9. Pursuant to an agreement between the Manager and the 

mailto:invest@middlefield.com
http://www.middlefield.com/
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Custodian (the “Custodian Agreement”), the Custodian will provide safekeeping and custodial services in respect of 

the assets of the Company. 

The Company will pay the Custodian customary custodianship fees for its services as outlined in the 

Custodian Agreement. The Custodian Agreement may be terminated by either party on 60 days’ notice, and 

immediately by either party on written notice if either party is declared bankrupt or becomes insolvent, the assets or 

the business of either party becomes liable to seizure or confiscation by any public or governmental authority, the 

Manager’s powers and authorities to act on behalf of or represent the Company have been revoked or terminated, or 

the Custodian ceases to be qualified under applicable laws. 

Securities Lending Agent 

RBC Investor Services Trust (in such capacity, the “Securities Lending Agent”) serves as the securities 

lending agent for the Company pursuant to a securities lending agency agreement (the “SLA Agreement”) dated as 

of April 15, 2011, which is expected to be amended at or prior to closing of the Offering to include the Company. 

The Securities Lending Agent’s head office is located in Toronto, Canada. The Securities Lending Agent is not 

affiliated with the Manager. Pursuant to the SLA Agreement, the Company is required to receive collateral of at 

least 105% of the value of the securities on loan. Collateral is generally comprised of cash and obligations of, or 

guaranteed by, the Government of Canada or a province thereof, or the United States Government or its agencies. 

Collateral may also be comprised of securities that are convertible into, or exchangeable for, securities of the same 

issuer as the securities that are on loan. Pursuant to the SLA Agreement, the Securities Lending Agent has agreed to 

indemnify the Manager against any direct loss suffered or incurred that is the result of negligence, fraud, or wilful 

misconduct on the part of the Securities Lending Agent in the performance of its obligations, subject to limitations 

within the SLA Agreement. The Manager and the Securities Lending Agent each have the right to terminate the 

SLA Agreement upon five (5) business days’ written notice. See “Investment Strategy – Securities Lending”. 

Promoter 

The Manager (located in Calgary, Alberta) may be considered as the promoter of the Company by reason 

of its initiative in forming and establishing the Company and taking the steps necessary for the public distribution of 

the Preferred Shares and the Class A Shares. The Manager also acts as manager and thereby receives certain fees as 

described herein. The Manager will not receive any benefits, directly or indirectly, from the issuance of Preferred 

Shares and the Class A Shares offered hereunder other than as described under “Fees and Expenses” and “Interest of 

Manager and Others in Material Transactions”. 

Registrar and Transfer Agent; Exchange Agent 

Middlefield Capital Corporation is the registrar and transfer agent for the Preferred Shares and the Class A 

Shares and the exchange agent for the Exchange Option at its principal office in Toronto, Ontario. 

Valuation Agent 

Pursuant to a valuation services agreement to be entered into on or before the closing of the Offering, RBC 

Investor Services Trust will be appointed by the Manager as the valuation agent of the Company. The valuation 

agent will provide, among other things, valuation services to the Company and will calculate the NAV in the manner 

described under the heading “Calculation of Net Asset Value”. The valuation services agreement may be terminated 

by either party on 60 days’ notice, and immediately by either party on written notice if either party is declared 

bankrupt or becomes insolvent, the assets or the business of either party becomes liable to seizure or confiscation by 

any public or governmental authority, or the Manager’s powers and authorities to act on behalf of or represent the 

Company have been revoked or terminated. 

CALCULATION OF NET ASSET VALUE 

For reporting purposes other than financial statements, the NAV of the Company on a particular date will 

be equal to (i) the aggregate value of the assets of the Company, less (ii) the aggregate value of the liabilities of the 

Company (the Preferred Shares will not be treated as liabilities for these purposes), including any distributions 

declared and not paid that are payable to Shareholders on or before such date, and less (iii) the stated capital of the 

Class M Shares ($10). 
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The NAV per Unit on any day (the “NAV Valuation Date”) is determined as follows: 

 If the NAV of the Company is less than or equal to the aggregate Preferred Share redemption price 

which includes any accrued and unpaid distributions thereon (the “Preferred Share Amount”) the NAV 

per Unit is calculated by dividing the NAV of the Company on such day by the number of Preferred 

Shares then outstanding. 

 If the NAV of the Company is greater than the Preferred Share Amount, the NAV per Unit is 

calculated by (i) subtracting the Preferred Share Amount from the NAV of the Company, (ii) dividing 

the difference by the number of Class A Shares then outstanding, and (iii) adding $10 plus any accrued 

and unpaid distributions per Preferred Share to the result obtained in clause (ii). 

In general, the NAV per Unit will be calculated as of 4:00 p.m. (Toronto time) each day. If a NAV 

Valuation Date is not a business day, then the securities comprising the Company’s property will be valued as if 

such NAV Valuation Date were the preceding business day. 

Generally, the NAV per Preferred Share is equal to the lesser of (i) the NAV per Unit and (ii) $10.00 plus 

accrued and unpaid distributions thereon and the NAV per Class A Share is equal to the NAV per Unit minus the 

NAV per Preferred Share. The NAV, NAV per Unit, NAV per Preferred Share and NAV per Class A Share will be 

calculated in Canadian dollars. 

Reporting of Net Asset Value 

The NAV per Unit, NAV per Class A Share and NAV per Preferred Share are available to the public at no 

cost by calling 1-888-890-1868 and the NAV per Unit, NAV per Class A Share and NAV per Preferred Share are 

available on the Manager’s website at www.middlefield.com. The Company also makes the NAV per Class A Share 

and NAV per Preferred Share available to the financial press for publication on a daily basis. 

Valuation of Portfolio Securities 

In determining the NAV of the Company at any time:  

(a) the value of any cash on hand or on deposit, bill, demand note and account receivable, prepaid 

expense, dividend, distribution or other amount received (or declared to holders of record of 

securities owned by the Company on a date before the NAV Valuation Date as of which the NAV 

of the Company is being determined, and to be received) and interest accrued and not yet received 

shall be deemed to be the full amount thereof provided that if the Manager has determined that any 

such deposit, bill, demand note, account receivable, prepaid expense, dividend, Distribution, or 

other amount received (or declared to holders of record of securities owned by the Company on a 

date before the NAV Valuation Date as of which the NAV of the Company is being determined, 

and to be received) or interest accrued and not yet received is not otherwise worth the full amount 

thereof, the value thereof shall be deemed to be such value as the Manager determines to be the 

fair market value thereof; 

(b) the value of any security, that is listed or traded upon a stock exchange (or if more than one, on the 

principal stock exchange for the security, as determined by the Manager) shall be determined by 

taking the latest available sale price of recent date, or lacking any recent sales or any record 

thereof, the simple average of the latest available offer price and the latest available bid price 

(unless in the opinion of the Manager such value does not reflect the value thereof and in which 

case the latest offer price or bid price shall be used), as at the NAV Valuation Date on which the 

NAV of the Company is being determined, all as reported by any means in common use. For a 

retraction or redemption of the Company’s shares, the value of the common shares will be equal to 

the weighted average trading price of such shares over the last three business days of the relevant 

month; 

(c) the value of any security which is traded over-the-counter will be priced at the average of the last 

bid and ask prices quoted by a major dealer or recognized information provider in such securities; 
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(d) where a covered clearing corporation option, option on futures or an over-the counter option is 

written, the option premium received by the Company will, so long as the option is outstanding, be 

reflected as a deferred credit which will be valued at an amount equal to the fair market value of 

an option which would have the effect of closing the position; any difference resulting from 

revaluation shall be treated as an unrealized gain or loss on investment. The deferred credit shall 

be deducted in arriving at the NAV; 

(e) the value of a forward contract or swap shall be the gain or loss with respect thereto that would be 

realized if, on the NAV Valuation Date, the position in the forward contract or swap were to be 

closed out in accordance with its terms; 

(f) the value of any security, or other asset for which a market quotation is not readily available will 

be its fair market value on the NAV Valuation Date on which the NAV of the Company is being 

determined as determined by the Manager; 

(g) any market price reported in currency other than Canadian dollars shall be translated into 

Canadian currency at the rate of exchange available to the Company from the Custodian on the 

NAV Valuation Date on which NAV of the Company is being determined; 

(h) listed securities subject to a hold period will be valued as described above with an appropriate 

discount as determined by the Manager and investments in private companies and other assets for 

which no published market exists will be valued at fair market value as determined by the 

Manager; and 

(i) the value of any security or property to which, in the opinion of the Manager, the above principles 

cannot be applied (whether because no price or yield equivalent quotations are available as above 

provided, or for any other reason) shall be the fair market value thereof determined in good faith in 

such manner as the Manager from time to time adopts. 

The NAV is calculated in Canadian dollars in accordance with the rules and principles of the Canadian 

regulators, or in accordance with any exemptions therefrom that the Company may obtain.  

DESCRIPTION OF THE SHARES 

The Shares 

The Company is authorized to issue an unlimited number of Preferred Shares, Class A Shares and Class M 

Shares (as defined below). The holders of Class M Shares are not entitled to receive dividends and are entitled to 

one vote per share. The Class M Shares are redeemable and retractable at a price of $1.00 per share. There are 100 

Class M Shares issued and outstanding. 

Principal Shareholder 

All of the issued and outstanding class M shares (“Class M Shares”) of the Company are owned by E Split 

Corp. Holding Trust, a trust established for the benefit of the holders of the Class A Shares and Preferred Shares 

from time to time (other than Registered Plans). Until all the Class A Shares and Preferred Shares have been 

retracted, redeemed, or purchased for cancellation, no additional Class M Shares shall be issued. 

Priority 

Preferred Shares 

The Preferred Shares rank in priority to the Class A Shares with respect to the payment of distributions and 

the repayment of capital on the dissolution, liquidation or winding up of the Company. 

Rating of the Preferred Shares 

The Preferred Shares have been provisionally rated Pfd-3 (high) by DBRS Limited. Preferred shares rated 

Pfd-3 (high) are of adequate credit quality. While protection of dividends and principal is still considered acceptable, 



51 

 

 

the issuing entity is more susceptible to adverse changes in financial and economic conditions, and there may be 

other adverse conditions present which detract from debt protection. Pfd-3 (high) ratings generally correspond with 

companies whose senior bonds are rated in the higher end of the BBB category. A security rating is not a 

recommendation to buy, sell or hold securities and may be subject to revision or withdrawal at any time by DBRS 

Limited. See “Redemption and Retractions”. 

Initially, the Preferred Shares are expected to be supported by a preferred dividend coverage ratio of 

approximately 2.4x and downside protection of approximately 58%. 

Class A Shares 

The Class A Shares rank subsequent to the Preferred Shares with respect to the payment of distributions 

and the repayment of capital out of the portfolio on the dissolution, liquidation or winding up of the Company. The 

Company may sub-divide the Class A Shares into a greater number of Class A Shares in its discretion from time to 

time. The Class A Shares are expected to provide holders with effective leverage initially in the amount of 

approximately 1.7x on the price of Enbridge Common Shares based on the initial NAV of the Class A Shares. 

Class M Shares 

The Class M Shares rank subsequent to both the Preferred Shares and the Class A Shares with respect to 

distributions on the dissolution, liquidation or winding-up of the Company. 

Book-Entry-Only and Book-Based Systems 

Registrations of interests in, and transfers of, the Preferred Shares and Class A Shares will be made only 

through the book-entry-only system or the book-based system of CDS. Preferred Shares and Class A Shares may be 

purchased, transferred or surrendered for retraction only through a CDS Participant. All rights of an owner of 

Preferred Shares and/or Class A Shares must be exercised through, and all payments or other property to which such 

owner is entitled will be made or delivered by, CDS or the CDS Participant through which the owner holds such 

Preferred Shares and/or Class A Shares. Upon purchase of any Preferred Shares or Class A Shares, the owner will 

receive only the customary confirmation. References in this prospectus to a holder of Preferred Shares or Class A 

Shares means, unless the context otherwise requires, the owner of the beneficial interest in such shares. 

The Company, the Manager or the Agents will not have any liability for (i) the records maintained by CDS 

or CDS Participants relating to the beneficial interests in the Preferred Shares and Class A Shares or the book-entry 

or book-based accounts maintained by CDS in respect thereof; (ii) maintaining, supervising or reviewing any 

records relating to such beneficial ownership interests; or (iii) any advice or representation made or given by CDS or 

CDS Participants, including with respect to the rules and regulations of CDS or any action taken by CDS, its 

participants or at the direction of those participants. 

The ability of a beneficial owner of Preferred Shares and/or Class A Shares to pledge such shares or 

otherwise take action with respect to such owner’s interest in such shares (other than through a CDS Participant) 

may be limited due to the lack of a physical certificate. 

The Company has the option to terminate registration of the Preferred Shares and Class A Shares through 

the book-entry-only or book-based systems in which case certificates in fully-registered form for the Preferred 

Shares and Class A Shares, as the case may be, will be issued to beneficial owners of such Preferred Shares and 

Class A Shares or to their nominees. 

Purchase for Cancellation 

Subject to applicable law, the Company may at any time or times purchase Preferred Shares and Class A 

Shares for cancellation at prices per Unit not exceeding the NAV per Unit on the business day immediately prior to 

such purchase up to a maximum in any twelve month period of 10% of the outstanding public float of Preferred 

Shares and Class A Shares. 
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SHAREHOLDER MATTERS 

Meetings of Shareholders 

Except as required by law or set out below, holders of Preferred Shares and Class A Shares will not be 

entitled to receive notice of, to attend or to vote at any meeting of Shareholders of the Company. 

Matters Requiring Shareholder Approval 

The following may only be undertaken with the approval of the holders of Preferred Shares and Class A 

Shares, each voting separately as a class, by an ordinary resolution, unless a greater majority is required by law, 

passed at a meeting called for the purpose of considering such ordinary resolution, provided that holders of Preferred 

Shares and Class A Shares holding at least 10% of the shares of the applicable class or classes outstanding on the 

record date of the meeting are present in person or by proxy: 

(a) a reorganization with, or transfer of assets to, another issuer, if 

(i) the Company ceases to continue after the reorganization or transfer of assets; and 

(ii) the transaction results in Shareholders becoming securityholders in the other issuer; and 

(b) a reorganization with, or acquisition of assets of, another issuer, if 

(i) the Company continues after the reorganization or acquisition of assets; 

(ii) the transaction results in the securityholders of the other issuer becoming Shareholders of 

the Company; and 

(iii) the transaction would be a significant change to the Company; and 

(c) except as described herein, a change of the Manager to the Company, other than a change resulting 

in an affiliate of the Manager assuming such position. 

The following may only be undertaken with the approval of holders of Preferred Shares and Class A 

Shares, each voting separately as a class, by an Extraordinary Resolution: 

(a) a change in the investment objectives or investment restrictions of the Company as described 

above, unless such changes are necessary to ensure compliance with applicable laws, regulations 

or other requirements imposed by applicable regulatory authorities from time to time; and 

(b) any amendment, modification or variation in the provisions or rights attaching to the Preferred 

Shares or Class A Shares. 

Each Preferred Share and each Class A Share will have one vote at such a meeting. 

The auditor of the Company may be changed without the prior approval of the Shareholders of the 

Company provided that the Independent Review Committee approves the change and Shareholders are sent written 

notice at least 60 days before the effective date of the change. 

Notwithstanding the foregoing, in certain circumstances, the Company’s reorganization with, or transfer of 

assets to, another mutual fund may be carried out without the prior approval of Shareholders provided that the 

Independent Review Committee approves the transaction pursuant to NI 81-107, the reorganization or transfer 

complies with certain requirements of N1 81-102 and N1 81-107, as applicable, and Shareholders are sent written 

notice at least 60 days before the effective date of the change. 

Reporting to Shareholders 

The Company will deliver to Shareholders annual and interim financial statements of the Company as may 

be required by applicable law. 
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Potential Fund Mergers and Conversions 

Subject to applicable law, which may require Shareholder or regulatory approval, the Manager may merge 

or otherwise combine or consolidate the Company (a “Merger”) with any one or more other funds managed by the 

Manager or an affiliate thereof (including a fund formed after the date of this prospectus), provided that: 

(a) the funds to be merged have similar investment objectives as set forth in their respective 

governing instruments, as determined by the respective managers of such funds in their good faith; 

(b) the managers of the funds to be merged have determined that there is likely to be a reduction in the 

aggregate general and administrative expenses attributed to the combined fund as a result of the 

Merger as compared to those of the funds prior to the Merger; 

(c) the Merger of the funds is done on a relative NAV per unit basis; and 

(d) the Merger of the funds is capable of being accomplished on a tax-deferred “rollover” basis under 

the Tax Act for unitholders of each of the merging funds or otherwise without adverse income tax 

consequences to the securityholders of each of the merging funds. 

Subject to applicable law, which may require Shareholder or regulatory approval, the Manager may, where 

it determines that to do so would be in the best interest of Shareholders, merge or convert the Company into a non-

redeemable investment fund or a listed exchange-traded mutual fund. 

REDEMPTION OF THE SHARES BY THE COMPANY 

All Preferred Shares and Class A Shares of the Company outstanding on the Maturity Date will be 

redeemed by the Company on such date provided that the term of the Company may be extended after the Maturity 

Date for a further period of five years and thereafter for additional successive periods of five years as determined by 

the Board of Directors on such date. See “Description of the Shares”. 

USE OF PROCEEDS 

The net proceeds from the sale of Preferred Shares and Class A Shares (prior to the exercise of the Over-

Allotment Option) will be as follows: 

 Maximum 

Offering 
Minimum 

Offering 

Gross proceeds to the Company .........  $200,000,000 $25,000,000 

Agents’ fees ........................................  $7,800,000 $975,000 

Estimated expenses of issue(1).............  $650,000 $375,000 

Net proceeds to the Company .............  $191,550,000 $23,650,000 

  Note:  

 (1) Subject to a maximum 1.5% of the gross proceeds of the Offering. 

The Company will use the net proceeds of this Offering (including any net proceeds from the exercise of 

the Over-Allotment Option) to (i) invest primarily in Enbridge Common Shares in accordance with the Company’s 

investment objectives, strategy and restrictions as described herein as soon as practicable after the closing of this 

Offering, and (ii) fund the ongoing fees and expenses of the Company as described under “Fees and Expenses”. 

TERMINATION OF THE COMPANY 

The Company will continue until it dissolves on June 30, 2023, subject to extension for successive terms of 

up to five years as determined by the Board of Directors of the Company, or automatically on such earlier day upon 

which the Company is wound up or dissolved (any such date being referred to as the “Termination Date”). The 

Company is also subject to further extension as described below. Upon dissolution of the Company, the Preferred 

Shares and the Class A Shares will be redeemed by the Company. Prior to the termination of the Company, the 

Manager will, to the extent practicable, convert the assets of the Company to cash. The Board of Directors may, in 
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its discretion and upon not less than 10 days prior written notice to Shareholders, extend the Termination Date for a 

period of up to 12 months if the Manager would be unable to convert all the Company’s assets to cash and the 

Manager determines that it would be in the best interests of the Shareholders to do so. Thereafter, the Company shall 

be dissolved. 

The Articles of Incorporation provide that the Board of Directors may, in its discretion, present a proposal 

to holders of Preferred Shares providing an alternative to the redemption of the Preferred Shares on the Maturity 

Date, and to holders of Class A Shares providing an alternative to the dissolution of the Company on the Maturity 

Date. Such proposal could include, without limitation, giving Shareholders the option to subscribe for a new series 

or class of shares and continuing the Company by extending the Maturity Date. In order to be implemented, any 

such proposal would require approval by a majority vote of each class of Shareholders at duly constituted 

Shareholder meetings. Any such proposal may be conditional upon such matters as the Manager considers 

appropriate, including obtaining any necessary regulatory approvals. 

In addition, the Board of Directors may, not less than three months prior to the Termination Date, present a 

proposal to holders of Class A Shares providing an alternative to the dissolution of the Company on the Maturity 

Date. Such proposal could include, without limitation: (i) continuing the Company and issuing a new series or class 

of debt securities of the Company; or (ii) exchanging the Class A Shares for units in one or more mutual funds or 

closed-end investment funds on or after the Termination Date. In order to be implemented, such proposal would 

require the approval of holders of Class A Shares by a majority vote at such meeting. Any such proposal may be 

conditional on such matters as the Manager considers are appropriate, including obtaining any necessary regulatory 

approvals. In the event that the Company is extended in such circumstances, the Preferred Shares will continue to 

mature on the Maturity Date, but holders of Preferred Shares may be given the option to extend the Maturity Date of 

their Preferred Shares or subscribe for a new series or class of debt securities. 

PLAN OF DISTRIBUTION 

Pursuant to the agency agreement (the “Agency Agreement”), the Agents have agreed to offer the Preferred 

Shares and the Class A Shares for sale, as agents of the Company, on a best efforts basis, if, as and when issued by 

the Company. The issue prices for the Preferred Shares and the Class A Shares were established by negotiation 

between the Company and the Agents. The Agents will receive a fee equal to $0.30 (3%) for each Preferred Share 

sold and $0.675 (4.5%) for each Class A Share sold, and will be reimbursed for out of pocket expenses incurred. 

The Agents may form a sub-agency group including other qualified investment dealers and determine the fee 

payable to the members of such group, which fee will be paid by the Agents out of their fee. While the Agents have 

agreed to use their best efforts to sell the Preferred Shares and the Class A Shares offered under this prospectus, the 

Agents will not be obligated to purchase Preferred Shares or Class A Shares which are not sold. 

The Company has granted to the Agents the Over-Allotment Option, which is exercisable for a period of 30 

days from the closing to purchase up to 15% of the aggregate number of Preferred Shares and Class A Shares issued 

on date of closing on the same terms as set out above. To the extent the Over-Allotment Option is exercised, the 

additional Preferred Shares and Class A Shares will be sold at $10.00 per Preferred Share and $15.00 per Class A 

Share and the Agents will be paid a fee of $0.30 per Preferred Share sold and $0.675 per Class A Share sold. If the 

Over-Allotment Option is exercised in full, the total price to the public under the Offering will be $230,000,000, the 

Agents’ fee will be $8,970,000 and the net proceeds to the Company, before expenses of the Offering, will be 

$221,030,000. This prospectus qualifies the grant of the Over-Allotment Option and the distribution of the Preferred 

Shares and Class A Shares issuable upon the exercise of the Over-Allotment Option. A purchaser who acquires 

Preferred Shares or Class A Shares forming part of the Agents’ over-allocation position acquires such shares under 

this prospectus, regardless of whether the Agents’ over-allocation position is ultimately filled through the exercise of 

the Over-Allotment Option or secondary market purchases. 

Under the terms of the Agency Agreement, the Agents may, at their discretion on the basis of their 

assessment of the state of the financial markets and upon the occurrence of certain stated events, terminate the 

Agency Agreement. Subscriptions for Preferred Shares and Class A Shares will be received subject to rejection or 

allotment in whole or in part. The right is reserved to close the subscription books at any time without notice. 

Closing is expected to occur on June 29, 2018, but in any event no later than 90 days after a receipt for the final 

prospectus has been issued (the “Closing Date”). 
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The Toronto Stock Exchange has conditionally approved the listing of the Preferred Shares and the Class A 

Shares. Listing is subject to the Company fulfilling all requirements of the Toronto Stock Exchange on or before 

August 15, 2018, including distribution of these securities to a minimum number of public securityholders. The 

Preferred Shares will trade under the symbol “ENS.PR.A” and the Class A Shares will trade under the symbol 

“ENS”. 

The Agents may not, throughout the period of distribution, bid for or purchase the Preferred Shares or the 

Class A Shares. The foregoing restriction is subject to certain exemptions, as long as the bid or purchase is not 

engaged in for the purpose of creating actual or apparent active trading in, or raising the price of, the Preferred 

Shares or the Class A Shares. These exceptions include a bid or purchase permitted under the by-laws and rules of 

applicable stock exchanges relating to market stabilization and passive market-making activities and a bid or 

purchase made for and on behalf of a customer where the order was not solicited during the period of distribution. In 

connection with the Offering, the Agents may over-allot or effect transactions in connection with their over-allotted 

position. Such transactions, if commenced, may be discontinued at any time. 

The Preferred Shares and the Class A Shares have not been and will not be registered under the 1933 Act or 

any state securities laws and, subject to certain exemptions, may not be offered or sold within the United States or to 

U.S. persons. The Agents have agreed that they will not offer for sale or sell or deliver the Preferred Shares or the 

Class A Shares within the United States or to U.S. persons. 

RELATIONSHIP BETWEEN INVESTMENT FUND AND AGENTS 

Middlefield Limited, which is the Manager and promoter of the Company, is an affiliate of Middlefield 

Capital Corporation, which is one of the Agents, the Advisor and the Registrar and Transfer Agent. Middlefield 

Limited and Middlefield Capital Corporation are both members of the Middlefield group of companies. Therefore, 

the Company may be considered to be a “connected issuer” and a “related issuer” of Middlefield Capital 

Corporation under Canadian securities legislation. Middlefield Capital Corporation was involved, together with the 

other Agents, in the decision of the Company to undertake the Offering and the determination of the terms of the 

distribution. Middlefield Capital Corporation will receive no benefit in connection with the Offering other than 

receiving from the Company a portion of the Agents’ fee described under “Fees and Expenses”, the Advisory Fee 

and brokerage commissions or other fees in connection with Portfolio transactions as described under “Organization 

and Management Details of the Company – Conflicts of Interest”. See “Plan of Distribution”, “Organization and 

Management Details of the Company – Conflicts of Interest” and “Fees and Expenses”. 

Affiliates of one of the Agents (other than Middlefield Capital Corporation) have been requested to provide 

the Company with the Loan Facility; the borrowings under such facility may be used by the Company only for 

working capital purposes. Accordingly, if any such affiliate provides such financing, the Company may be 

considered to be a “connected issuer” of such Agent. The Loan Facility will permit the Company to borrow an 

amount not exceeding 5% of the total assets of the Company. The interest rates, fees and expenses under the Loan 

Facility will be typical of credit facilities of that nature and the Company expects that the Lender will require the 

Company to provide a security interest in favour of the Lender over the assets held by the Company to secure such 

borrowings. See “Investment Strategy — Leverage”. 

INTEREST OF MANAGER AND OTHERS IN MATERIAL TRANSACTIONS 

The Advisor and the Manager will receive the fees described under “Fees and Expenses – Fees and 

Expenses Payable by the Company” for their respective services to the Company and will be reimbursed by the 

Company for all reasonable expenses and liabilities incurred in connection with the operation and management of 

the Company. 

PROXY VOTING DISCLOSURE FOR PORTFOLIO SECURITIES HELD  

The Company has adopted written policies on how its securities are voted. Generally, these policies 

prescribe that voting rights should be exercised with a view to the best interests of the Company and its 

Shareholders. The Manager will implement such policies on behalf of the Company. The following is a summary of 

such policies. 
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The proxy voting policies that have been developed by the Company are general in nature and cannot 

contemplate all possible proposals with which the F Company und may be presented. The Company will exercise its 

voting rights in respect of securities of an issuer held by the Company if more than 4% of the Company’s net assets 

are invested in that issuer. Generally, the Company does not intend to exercise its voting rights where 4% or less of 

its net assets are invested in an issuer although it may, in its sole discretion, decide to vote in such circumstances. 

When exercising voting rights, the Company generally will vote with management of the issuer on matters that are 

routine in nature, and for non-routine matters will vote in a manner that, in its view, will maximize the value of the 

Company’s investment in the issuer. In order to carry out the proxy voting policies, when the Company will be 

voting it will review research on management performance, corporate governance and any other factors it considers 

relevant. Where appropriate in the circumstances, including with respect to any situations in which the Company is 

in a conflict of interest position, the Company will seek the advice of the Independent Review Committee prior to 

casting its vote. 

The Company’s proxy voting record for the period from the date of the closing of the Offering to June 30, 

2019 will be available at no cost to any Shareholder upon request at any time after August 31, 2019. The proxy 

voting records for the Company also will be available at www.middlefield.com after August 31, 2019. 

MATERIAL CONTRACTS 

The following contracts can reasonably be regarded as material to purchasers of Preferred Shares and Class 

A Shares: 

(a) the Company’s articles of incorporation described under “Overview of the Company”; 

(b) the Management Agreement described under “Organization and Management Details of the 

Company – Details of the Management Agreement”; 

(c) the Advisory Agreement described under Organization and Management Details of the Company 

– Details of the Advisory Agreement”; 

(d) the Agency Agreement described under “Plan of Distribution”; and 

(e) the Custodian Agreement described under “Organization and Management Details of the 

Company – Custodian. 

Copies of the agreements referred to above after the execution thereof may be inspected during business 

hours at the principal office of the Company during the course of distribution of the Preferred Shares and Class A 

Shares offered hereby. 

EXPERTS 

The matters referred to under “Income Tax Considerations” and certain other legal matters relating to the 

securities offered hereby will be passed upon by Fasken Martineau DuMoulin LLP, on behalf of the Company, and 

McCarthy Tétrault LLP, on behalf of the Agents. 

Deloitte LLP has issued an independent auditor’s report dated June 14, 2018 on the statement of financial 

position of the Company as at June 14, 2018. Deloitte LLP is independent within the meaning of the Rules of 

Professional Conduct of the Chartered Professional Accountants of Ontario.  

EXEMPTIONS AND APPROVALS 

The Company will rely on exemptive relief from the Canadian Securities Administrators to permit the 

Company to invest up to all its net assets in Enbridge Common Shares such that immediately after the transaction, 

more than 10 percent of its net assets would be invested in the securities of one issuer, notwithstanding subsection 

2.1(1) of NI 81-102, subject to certain conditions. 

http://www.middlefield.com/
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PURCHASERS’ STATUTORY RIGHTS OF WITHDRAWAL AND RESCISSION 

Securities legislation in certain of the provinces of Canada provides purchasers with the right to withdraw 

from an agreement to purchase securities within two business days after receipt or deemed receipt of a prospectus 

and any amendment thereto. In several of the provinces of Canada, securities legislation further provides a purchaser 

with remedies for rescission or, in some jurisdictions, revisions of the price or damages if a prospectus and any 

amendment contains a misrepresentation or is not delivered to the purchaser, provided that such remedies for 

rescission, revisions of the price or damages are exercised by the purchaser within the time limit prescribed by the 

securities legislation of the purchaser’s province. The purchaser should refer to the applicable provisions of the 

securities legislation of his or her province of residence for the particulars of these rights or consult with a legal 

advisor.  
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INDEPENDENT AUDITOR’S REPORT 

To the Shareholder and the Board of Directors of E Split Corp. (the “Company”) 

We have audited the accompanying statement of financial position (the financial statement) of the 

Company as at June 14, 2018 and the related notes which comprise a summary of significant accounting policies and 

other explanatory information. 

Management’s responsibility for the financial statement 

Management is responsible for the preparation and fair presentation of the financial statement in 

accordance with those requirements of International Financial Reporting Standards relevant to preparing such a 

financial statement, and for such internal control as management determines is necessary to enable the preparation of 

the financial statement that is free from material misstatement, whether due to fraud or error. 

Auditor’s responsibility 

Our responsibility is to express an opinion on the financial statement based on our audit. We conducted our 

audit in accordance with Canadian generally accepted auditing standards. Those standards require that we comply 

with ethical requirements and plan and perform an audit to obtain reasonable assurance about whether the financial 

statement is free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial statement. The procedures selected depend on the auditor’s judgment, including the assessment of the risks 

of material misstatement of the financial statement, whether due to fraud or error. In making those risk assessments, 

the auditor considers internal control relevant to the entity ‘ s preparation and fair presentation of the financial 

statement 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 entity’s internal control. An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, 

as well as evaluating the overall presentation of the financial statement. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

audit opinion. 

Opinion 

In our opinion, the financial statement presents fairly, in all material respects, the financial position of the 

Company as at June 14, 2018 in accordance with those requirements of International Financial Reporting Standards 

relevant to preparing such a financial statement. 

Toronto, Ontario (Signed) “Deloitte LLP”  

June 14, 2018 Chartered Professional Accountants, Licensed Public Accountants  
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STATEMENT OF FINANCIAL POSITION 

As at June 14, 2018 

 

Current Assets  

Cash $10 

Shareholder’s Equity  

Net assets attributable to holder of Class M share (Note 3) $10 

 

Approved on behalf of E Split Corp. by Middlefield Limited, as manager 

 

 

 

“Francisco Z. Ramirez” 

  

“Catherine E. Rebuldela” 

(Signed) Francisco Z. Ramirez 

Director 

 (Signed) Catherine E. Rebuldela 

Director 

 

The accompanying notes are an integral part of this statement of financial position.  
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NOTES TO THE STATEMENT OF FINANCIAL POSITION 

As at June 14, 2018 

1. ORGANIZATION OF THE COMPANY 

E Split Corp. (the “Company”) is a closed-end investment fund established under the laws of the Province 

of Ontario on May 17, 2018. The Company has been inactive between the date of establishment and the 

date of the statement of financial position, other than the issuance of 100 class M shares for cash. The 

address of the Company’s registered office is First Canadian Place, 100 King St. West, 58
th 

Floor, Toronto, 

Ontario M5X 1A6. 

The investment objectives for the preferred shares (“Preferred Shares”) are to provide holders with fixed 

cumulative preferential quarterly cash distributions and to return the original issue price of $10.00 to 

holders on June 30, 2023, subject to extension for successive terms of up to five years as determined by the 

Company’s board of directors. The quarterly cash distribution is expected to be $0.13125 per Preferred 

Share ($0.525 per annum), representing a yield of 5.25% per annum on the issue price of $10.00 per 

Preferred Share until June 30, 2023.  

The investment objectives for the class A shares (the “Class A Shares”) are to provide holders with non-

cumulative monthly cash distributions and to provide holders with the opportunity for capital appreciation 

through exposure to the Portfolio. The monthly cash distribution is targeted to be $0.10 per Class A Share 

($1.20 per annum), representing a yield of 8.0% per annum on the issue price of $15.00 per Class A Share. 

The statement of financial position was authorized for issuance by the Manager on June 14, 2018. 

2. SIGNIFICANT ACCOUNTING POLICIES 

This financial statement has been prepared in compliance with those requirements of International 

Financial Reporting Standards (IFRS) as published by the International Accounting Standards Board 

(IASB) relevant to preparing such a statement of financial position. In applying IFRS, management may 

make estimates and assumptions that affect the reported amounts of assets and liabilities. Actual results 

could differ from those estimates. The following is a summary of significant accounting policies followed 

by the Company in the preparation of its financial statement. 

Cash: Cash is comprised of demand deposits with financial institutions. 

Valuation for Transaction Purposes: NAV per Unit on any day is obtained by dividing the NAV 

attributable to the Units on such day by the number of Units then outstanding. 

Functional and Presentation Currency: The Canadian dollar is the functional and presentation currency for 

the Company. 

3. REDEEMABLE SHARES 

The Company is authorized to issue an unlimited number of class M shares, Preferred Shares and Class A 

Shares. On May 17, 2018, the Company issued 100 class M shares for cash consideration of $10.00 to E 

Split Corp. Holding Trust.  

4. MANAGEMENT FEE 

The Manager will receive an annual management fee equal to 0.75% per annum of the net asset value of 

the Company, calculated and payable monthly in arrears, plus any applicable taxes. 

5. INITIAL OFFERING 

The Company and the Manager have entered into an agency agreement with CIBC World Markets Inc., 

RBC Dominion Securities Inc., BMO Nesbitt Burns Inc., Scotia Capital Inc., TD Securities Inc., Canaccord 

Genuity Corp., GMP Securities L.P., National Bank Financial Inc., Raymond James Ltd., Industrial 
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Alliance Securities Inc., Manulife Securities Incorporated, Desjardins Securities Inc., Mackie Research 

Capital Corporation and Middlefield Capital Corporation (collectively, the “Agents”) dated as of June 14, 

2018 pursuant to which the Company has agreed to create, issue and sell, and the Agents have agreed to 

offer for sale to the public a minimum of 1,000,000 Preferred Shares at $10.00 per share and 1,000,000 

Class A Shares at $15.00 per share. In consideration for their services in connection with the Offering, the 

Agents are entitled to be paid a fee of $0.30 per Preferred Share and $0.675 per Class A Share out of the 

proceeds of the Offering.  
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CERTIFICATE OF THE COMPANY, THE MANAGER AND THE PROMOTER 

Dated: June 14, 2018 

This prospectus constitutes full, true and plain disclosure of all material facts relating to the securities 

offered by this prospectus as required by the securities legislation of each of the provinces of Canada. 

E SPLIT CORP. 

(signed) Dean Orrico 

Chief Executive Officer  

(signed) Craig Rogers 

Chief Financial Officer 

On Behalf of the Board of Directors of 

E SPLIT CORP. 

(signed) Wendy Teo 

Director 

(signed) Edmun Tsang 

Director 

MIDDLEFIELD LIMITED 

as Manager of 

E SPLIT CORP. 

(signed) Francisco Z. Ramirez 

Chief Executive Officer 

(signed) Catherine E. Rebuldela 

Chief Financial Officer 

On Behalf of the Board of Directors of 

MIDDLEFIELD LIMITED 

(signed) Francisco Z. Ramirez 

Director 

(signed) Catherine E. Rebuldela 

Director 

(signed) Vincezo Greco 

Director 

MIDDLEFIELD LIMITED 

as Promoter of 

E SPLIT CORP. 

 (signed) Francisco Z. Ramirez 

Director 
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CERTIFICATE OF THE AGENTS 

Dated: June 14, 2018 

To the best of our knowledge, information and belief, this prospectus constitutes full, true and plain 

disclosure of all material facts relating to the securities offered by this prospectus as required by the securities 

legislation of each of the provinces of Canada. 

 

CIBC WORLD MARKETS INC. 

 

 

 

By: Valerie Tan 

 

RBC DOMINION SECURITIES INC. 

 

 

 

By: Christopher Bean 

BMO NESBITT BURNS INC. 

 

 

 

By: Robin G. Tessier 

 

SCOTIA CAPITAL INC. 

 

 

 

By: Robert Hall 

TD SECURITIES INC. 

 

 

 

By: Adam Luchini 

CANACCORD GENUITY CORP. 

 

 

 

 

By: Michael D. Shuh 

GMP SECURITIES 

L.P. 

 

 

 

By: Harris Fricker 

 

NATIONAL BANK FINANCIAL INC. 

 

 

 

By: Gavin Brancato 

RAYMOND JAMES LTD. 

 

 

 

By: J. Graham Fell 

 

INDUSTRIAL ALLIANCE SECURITIES INC. 

 

 

 

 

By: Richard Kassabian 

MANULIFE SECURITIES INCORPORATED 

 

 

 

 

By: William Porter 

DESJARDINS SECURITIES INC. 

 

 

 

 

By: Naglaa Pacheco 

 

 

MACKIE RESEARCH CAPITAL 

CORPORATION 

 

 

 

By: David Keating 

MIDDLEFIELD CAPITAL 

CORPORATION 

 

 

 

By: Jeremy Brasseur 

 


