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INTERIM MANAGEMENT REPORT OF FUND PERFORMANCE 
FOR THE SIX MONTHS ENDED JUNE 30, 2023 
 

4 SUSTAINABLE INNOVATION & HEALTH DIVIDEND FUND 

 

This interim management report of fund performance 
contains financial highlights but does not contain the 
annual financial statements of the investment fund. This 
report should be read in conjunction with the complete 
interim financial report of the investment fund that follows 
this report. The interim financial report has not been 
reviewed by the investment fund’s external auditors. 
 
Unitholders may contact us by calling 1-888-890-1868, 
by writing to us at Middlefield Group at one of the 
addresses on the back cover or by visiting our website at 
www.middlefield.com to request a copy of the investment 
fund’s annual financial statements, proxy voting policies 
and procedures, proxy voting disclosure record or 
quarterly portfolio disclosure. 
 
Management’s Discussion of Fund Performance 
 
Investment Objectives and Strategies 
The investment objectives of Sustainable Innovation & 
Health Dividend Fund (the “Fund”) are to provide holders 
of units with: (i) stable monthly cash distributions; and (ii) 
enhanced long-term total return through capital 
appreciation of the Fund’s investment portfolio. The 
Fund utilizes an investment strategy which focuses 
primarily on investing in a diversified, actively managed 
portfolio comprised primarily of dividend paying 
securities of global technology and healthcare 
companies, including initially those which the Advisor (as 
defined below) believes are positioned to benefit long-
term from the trends and changing consumer behaviours 
resulting from the COVID-19 global pandemic.  
 
Results of Operations 
Investment Performance  
During the first half of 2023, the total equity of the Fund 
increased from $60.1 million at December 31, 2022 to 
$60.4 million at June 30, 2023. Total equity on a per Unit 
basis increased from $9.91 at December 31, 2022 to 
$10.20 at June 30, 2023. This increase was primarily 
attributable to the net gain on the investment portfolio. 
During the first half of 2023, the Fund recorded a net gain 
of $3.0 million on its investment portfolio or $0.50 per 
Unit. 
 
Revenue and Expenses 
In the first half of 2023, the Fund recorded a revenue 
before expenses of $3.5 million, up from a loss of $19.1 
million in the prior year period. Operating expenses 
during the period ended June 30, 2023 were $0.6 million, 
down from $0.8 million in the first half of 2022. The 
operating expenses contributed to the management 
expense ratio (“MER”) of 1.84% in the fist half of 2023, 
down from 1.98% in 2022. Excluding issuance and 
borrowing costs, the MER was 1.83% in the first half of 
2023. The profit for the period ended June 30, 2023 
amounted to $2.8 million or $0.48 per unit. Distributions 
for the period ended June 30, 2023 amounted to $0.20 
per unit. 

Trends 
Healthcare finished as the third worst performing sector 
in the S&P 500 and had its worst first half in three 
decades relative to the broader market. Healthcare 
equipment companies were a bright spot within the 
sector, generating a total return of 13.1%. After three 
years of macro headwinds, including COVID-19 
disruptions, supply chain bottlenecks and labour 
shortages, the operating environment for MedTech 
companies has improved. Healthcare facilities are now 
experiencing elevated utilization as patients return to 
hospitals and outpatient clinics to receive elective 
procedures that were deferred during the pandemic. 
 
ESG 
Each of our sustainable funds is evaluated on an ongoing 
basis in terms of meeting our ESG objectives. Here are 
some key considerations and questions: 
 
We first analyze companies on an absolute basis - e.g. 
Has the company's ESG profile improved over time? 
 We do this through fundamental analysis - e.g. 

Reviewing public documents and researching ESG 
policies & practices 

 We also incorporate third-party research from 
companies such as Glass Lewis and data from 
reputable providers such as Sustainalytics, S&P, 
Bloomberg and Refinitiv 

 The aforementioned steps help to inform us about 
how to best vote proxies in accordance with our 
ESG policy 

 
We then analyze them on a relative basis - e.g. How 
does the company's ESG profile compare to those of its 
peers? 
 In addition to integration, we rely on quantitative 

screening to ensure we avoid companies that 
operate in ethically-contentious industries and 
highlight ESG leaders across geographies, sectors 
and themes 

 We also consider ESG rate of change because 
smaller / less established companies may not have 
the resources to accurately convey their ESG 
capabilities  

 After we decide to invest in a company, we continue 
to monitor its progression while keeping track of any 
ESG controversies that may arise 

 
All of the above are meant to help us achieve high and 
improving portfolio-level ESG metrics which are then 
compared to relevant benchmarks. 
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During the period, the portfolio manager added Enphase 
to the Sustainable Innovation & Health Dividend Fund. 
Enphase is a pioneer in residential solar technology and 
energy storage services, playing a key role in balancing 
supply and demand levels. Enphase has helped offset 
potentially 20.8 million metric tons of CO2 as of 2022 
through its microinverters.    
 
This year the portfolio manager voted against Tesla Inc’s 
proposal to elect director, J.B. Straubel, to promote 
independence on the company’s board. The portfolio 
manager also disagreed with the company’s 
recommendation to conduct an advisory vote on 
executive compensation every three years, instead of 
annually. The portfolio manager believes that annual 
votes are more conducive to shareholder engagement 
and alignment with the company’s compensation 
practices. 
 
At first glance, Enphase Energy appears to be a 
technology company that manufactures microinverters 
and batteries, which may not immediately seem like an 
ESG enabler to the average investor. But after looking 
closer, it becomes evident that the company plays a 
crucial role in supporting renewable energy 
infrastructure, especially solar energy. Enphase's 
inverter solutions contribute to balancing the demand 
and supply of energy and its microinverters optimize 
energy generated by rooftop solar panels, resulting in 
energy conservation. Over the years, Enphase has also 
reduced its carbon footprint through sustainable 
business practices. 
 
Related Party Transactions 
Pursuant to a management agreement, Middlefield 
Limited (the “Manager”) receives a management fee. For 
further details, please see the “Management Fees” 
section of this report. Middlefield Capital Corporation 
(“MCC” or the “Advisor”), the advisor to the Fund and a 
company under common control with the Manager, 
receives advisory fees from the Manager out of the 
management fee. MCC also receives brokerage 
commissions from the Fund in connection with securities 
transactions. All brokerage commissions paid by the 
Fund to MCC were at or below market rates. For further 
details, please see the notes to the financial statements. 

Management Fees 
Management fees are calculated at 1.25% per annum of 
the net asset value of the Fund’s publicly listed portfolio 
and are split between the Manager and the Advisor. 
Allocation fees are calculated at 0.10% of the net asset 
value of the Fund to compensate the Advisor for its 
efforts in making decisions regarding the allocation of 
Fund’s portfolio between publicly listed issuers and 
unlisted real asset issuers. The Manager receives fees 
for the general administration of the Fund, including 
maintaining the accounting records, executing securities 
trades, monitoring compliance with regulatory 
requirements, and negotiating contractual agreements, 
among other things. The Advisor receives fees from the 
Manager for providing investment advice in respect of 
the portfolio in accordance with the investment 
objectives and strategies of the Fund. 
 
Credit Facility 
The Fund has a revolving demand credit facility that 
enables the Fund to borrow up to an amount not 
exceeding 25% of total assets. As at June 30, 2023, the 
Fund had a loan payable in the amount of $nil 
representing approximately 0% of total assets and 0% of 
total equity. The minimum and maximum amounts 
borrowed during the period ended June 30, 2023 were 
$nil and $4 million, respectively. The loan proceeds were 
used primarily to purchase securities for the investment 
portfolio. The credit facility provides the lender with a 
security interest over the assets of the Fund. 
 
Recent Developments 
As at June 20, 2023, the Fund terminated the securities 
lending agreement with RBC Investor Services Trust and 
exited the securities lending program. There were no 
securities loaned or collateral held at the time of 
termination of the agreement. 
 
On July 24, 2023, TSX Trust Company became the 
transfer agent & registrar for the Fund.  
 
Financial Highlights 
Total Equity is calculated in accordance with 
International Financial Reporting Standards (“IFRS”). 
 
“Net Asset Value” is calculated in accordance with 
section 14.2 of National Instrument 81-106 “Investment 
Fund Continuous Disclosure” (“NI 81-106”) and is used 
for transactional pricing purposes.  
 
The following tables show selected key financial 
information about the Fund and are intended to help you 
understand the Fund’s financial performance for the 
indicated period. Ratios and Supplemental Data are 
derived from the Fund’s Net Asset Value.
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