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Independent auditor’s report 

To the Unitholders and Trustee of Quadravest Preferred Split Share ETF (the Preferred ETF) 

Our opinion 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of the Preferred ETF as at December 31, 2025 and 2024, and its financial performance and its cash 
flows for the year ended December 31, 2025 and for the period from June 24, 2024 (commencement of 
operations) to December 31, 2024 in accordance with International Financial Reporting Standards as issued 
by the International Accounting Standards Board (IFRS Accounting Standards). 

What we have audited 

The Preferred ETF’s financial statements comprise: 

• the statements of financial position as at December 31, 2025 and 2024; 

• the statements of comprehensive income (loss) for the year ended December 31, 2025 and for the period 
from June 24, 2024 (commencement of operations) to December 31, 2024; 

• the statements of changes in net assets attributable to holders of redeemable units for the year ended 
December 31, 2025 and for the period from June 24, 2024 (commencement of operations) to 
December 31, 2024; 

• the statements of cash flows for the year ended December 31, 2025 and for the period from June 24, 2024 
(commencement of operations) to December 31, 2024; and 

• the notes to the financial statements, comprising material accounting policy information and other 
explanatory information. 

Basis for opinion 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our 
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of 
the financial statements section of our report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion. 



Independence 

We are independent of the Preferred ETF in accordance with the ethical requirements that are relevant to 
our audit of the financial statements in Canada. We have fulfilled our other ethical responsibilities in 
accordance with these requirements. 

Other information 

Management is responsible for the other information. The other information comprises the Annual 
Management Report of Fund Performance and the information, other than the financial statements and our 
auditor’s report thereon, included in the annual report. 

Our opinion on the financial statements does not cover the other information and we do not express any 
form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other information 
identified above and, in doing so, consider whether the other information is materially inconsistent with the 
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. 

If, based on the work we have performed, we conclude that there is a material misstatement of this other 
information, we are required to report that fact. We have nothing to report in this regard. 

Responsibilities of management and those charged with governance for the 
financial statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with IFRS Accounting Standards, and for such internal control as management determines is 
necessary to enable the preparation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

In preparing the financial statements, management is responsible for assessing the Preferred ETF’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 
concern basis of accounting unless management either intends to liquidate the Preferred ETF or to cease 
operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Preferred ETF’s financial reporting 
process. 

Auditor’s responsibilities for the audit of the financial statements 

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



As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise 
professional judgment and maintain professional skepticism throughout the audit. We also: 

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

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

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

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

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

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

We also provide those charged with governance with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other matters 
that may reasonably be thought to bear on our independence, and where applicable, related safeguards. 

The engagement partner on the audit resulting in this independent auditor’s report is Christina Fox. 

Chartered Professional Accountants, Licensed Public Accountants 
Toronto, Ontario 
March 20, 2026 

English 

/s/PricewaterhouseCoopers LLP 

French 

/s/PricewaterhouseCoopers s.r.l./s.e.n.c.r.l. 

/s/PricewaterhouseCoopers LLP 
1

1 CPA auditeur/auditrice, permis de comptabilité publique no Axxxxxx 
2 CPA auditor, public accountancy permit No. Axxxxxx 
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Quadravest Preferred Split Share ETF 
 

Financial Statements 

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

 

Quadravest Preferred Split Share ETF 

Statements of Financial Position 
As at December 31 
(in Canadian dollars, except per unit amounts) 
     
 Note 2025  2024 
  $  $ 
Assets     
     
Current assets     
Investments 5 40,800,895  19,920,065 
Cash   2,764,416  1,068,745 
Dividends receivable  271,798  141,790 
     
Total assets  43,837,109  21,130,600 
     
Liabilities     
     
Current liabilities     
Distributions payable  239,736  115,493 
Accrued expenses  27,208  11,381 
     
Total liabilities (excluding net assets attributable to holders 
of redeemable units)  266,944  126,874 
     
Net assets attributable to holders of redeemable units 2 43,570,165  21,003,726 
     
Net assets attributable to holders of redeemable units per 
unit 2 10.60  10.61 
     
Approved on behalf of the board of directors of Quadravest 
Capital Management Inc.     

Wayne Finch     
Director     
Peter Cruickshank     
Director     
  

Statements of Comprehensive Income (Loss)  
For the Period/Year Ended December 31 
(in Canadian dollars, except per unit amounts) 
     
 Note 2025  2024* 
  $  $ 
Income 2    
     
Interest income for distribution purposes  4,052  3,597 
Dividend income  2,049,414  449,039 
Net realized gains (losses) on sale of investments  44,920  76,729 
Change in net unrealized appreciation/depreciation on 
investments  (1,166)  593,198 
     
Total income  2,097,220  1,122,563 
     
Expenses 7    
     
Management fees  174,340  33,200 
Independent review committee fees  4,459  1,133 
Transaction costs on purchase and sale of investments 7 11,430  18,895 
     
Total expenses  190,229  53,228 
     
Increase (decrease) in net assets attributable to holders of 
redeemable units 2 1,906,991  1,069,335 
     
Weighted average number of units 2 2,905,863  1,074,404 
     
Increase (decrease) in net assets attributable to holders of 
redeemable units per unit 2 0.66  1.00 
 

* Period from June 24, 2024 (commencement of operations) to December 31, 2024 

     



 

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

 

Quadravest Preferred Split Share ETF 

Statements of Changes in Net Assets Attributable to Holders of Redeemable Units  
For the Period/Year Ended December 31 
(in Canadian dollars, except per unit amounts) 
     
 Note 2025  2024* 
  $  $ 
Net assets attributable to holders of redeemable units, 
beginning of the year  21,003,726  - 
     
Increase (decrease) in net assets attributable to 
holders of redeemable units  1,906,991  1,069,335 
     
Redeemable units transactions 6    
Proceeds from redeemable units issued  24,642,525  20,359,716 
Redemption of redeemable units  (1,884,364)  - 
     
Total redeemable units transactions  22,758,161  20,359,716 
     
Distributions to investors 2    
Net investment income  1,684,425  259,292 
Net realized gain  49,318  51,430 
Return of capital  364,970  114,603 
     
Total distributions to investors  2,098,713  425,325 
     
Net increase (decrease) in net assets attributable to 
holders of redeemable units  22,566,439  21,003,726 
     
Net assets attributable to holders of redeemable units, 
end of the year  43,570,165  21,003,726 
     
Redeemable unit transactions     
Redeemable units outstanding, beginning of the year  1,980,000  - 
Redeemable units issued  2,310,000  1,980,000 
Redeemable units redeemed  (180,000)  - 
     
Redeemable units outstanding, end of the year  4,110,000  1,980,000 
     
* Period from June 24, 2024 (commencement of operations) to December 31, 2024 



 

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

 

Quadravest Preferred Split Share ETF 

Statements of Cash Flows  
For the Period/Year Ended December 31 
(in Canadian dollars) 
     
 Note 2025  2024* 
  $  $ 
Cash flows from (used in) operating activities     
Increase (decrease) in net assets attributable to holders of 
redeemable units 2 1,906,991  1,069,335 
Adjustments for:     

Net realized (gains) losses on sale of investments  (44,920)  (76,729) 
Change in net unrealized appreciation/depreciation on 
investments  1,166  (593,198) 

Purchases of investments¹  (1,741,893)  (4,573,893) 
Proceeds from sale and maturity of investments¹  2,308,980  3,725,910 
Dividends receivable  (130,008)  (141,790) 
Accrued expenses  15,827  11,381 
     
Net cash from (used in) operating activities  2,316,143  (578,984) 
     
     
Cash flows from (used in) financing activities 2    
Distributions paid to holders of redeemable units  (1,974,470)  (309,832) 
Proceeds from issuances of redeemable units¹  1,447,792  1,957,561 
Amounts paid on redemption of redeemable units¹  (93,794)  - 
     
Net cash from (used in) financing activities  (620,472)  1,647,729 
     
     
Net increase (decrease) for the year  1,695,671  1,068,745 
Cash, beginning of the year  1,068,745  - 
     
Cash, end of the year  2,764,416  1,068,745 
     
     
Included in cash flows from operating activities     
Interest received  4,052  3,597 
Dividends received  1,919,406  307,249 
     
¹ Excludes in-kind transactions.     

In-kind subscriptions of $23,194,733 ($18,402,155 in 2024)     
In-kind redemptions of $1,790,570 ($NIL in 2024)     

 
* Period from June 24, 2024 (commencement of operations) to December 31, 2024 



Schedule of Investments  
As at December 31, 2025 
(in Canadian dollars) 
 

 

 

Quadravest Preferred Split Share ETF 

 Number   Average   Fair  
 of shares   Cost   Value  
   $  $ 
      
Preferred Shares (93.6%)       
    Brompton Split Banc Corp. Preferred shares 275,019  2,928,118  2,893,200 
    Canadian Banc Corp. Preferred shares* 581,960  6,052,892  6,023,286 
    Dividend 15 Split Corp. II Preferred shares* 328,359  3,431,723  3,503,591 
    Dividend 15 Split Corp. Preferred shares* 413,292  4,304,412  4,368,496 
    Dividend Growth Split Corp. Preferred shares 413,479  4,318,976  4,353,934 
    E Split Corp. Preferred shares 152,148  1,666,028  1,716,229 
    Financial 15 Split Corp. Preferred shares* 408,973  4,342,246  4,359,652 
    Global Dividend Growth Split Corp. Preferred shares 168,411  1,739,831  1,775,052 
    Life Banc & Split Corp. Preferred shares 353,904  3,800,979  3,786,773 
    North American Financial 15 Split Corp. Preferred  
    shares* 322,875  3,433,001  3,506,422 
    Premium Income Corporation Preferred shares 270,315  4,190,657  4,514,260 
    40,208,863  40,800,895 
       
       
Total Investments (93.6%)    40,208,863  40,800,895 
       
Cash and Other Net Assets (6.4%)      2,769,270 
       
Net Assets attributable to holders of redeemable units (100%)     43,570,165 
       
*Split share corporation managed by the Manager       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
      
      



Notes to Financial Statements 

NOTE 1: GENERAL INFORMATION 
 
Quadravest Preferred Split Share ETF (the “Preferred ETF”) is an exchange-
traded mutual fund trust established under the laws of the province of Ontario on 
June 7, 2024. Quadravest Capital Management Inc. (the “Manager”) is the 
manager, trustee, portfolio manager and promoter of the Preferred ETF.  
 
The Statements of Financial Position are presented as at December 31, 2025 and 
December 31, 2024, and the Statements of Comprehensive Income, Statements 
of Changes in Net Assets Attributable to Holders of Redeemable Units and 
Statements of Cash Flows are presented for the year ended December 31, 2025 
and from June 24, 2024 (commencement of operations) to December 31, 2024 
(hereafter referred to as “the period ended December 31, 2024”), and were 
approved and authorized for issue on March 20, 2026, by the Board of Directors 
of the Manager.  
 
The ticker symbol for the Preferred ETF is PREF. The investment objectives of 
the Preferred ETF are to provide unitholders of the Preferred ETF with: (a) monthly 
distributions and (b) the opportunity for capital preservation primarily through 
investment in a portfolio of preferred shares of split share corporations (“Split 
Corp. Preferred Shares”). The Preferred ETF’s registered office is located at 200 
Front Street West, Suite 2510, Toronto, Ontario M5V 3K2.  
 
NOTE 2: BASIS OF PRESENTATION AND SUMMARY OF MATERIAL 
ACCOUNTING POLICY INFORMATION  
 
2.1 Basis of presentation 
 
These financial statements have been prepared in accordance with International 
Financial Reporting Standards as issued by the International Accounting 
Standards Board (“IFRS Accounting Standards”). These financial statements 
have been prepared under the historical cost convention, as modified by the 
revaluation of financial assets and financial liabilities at fair value through profit or 
loss (“FVTPL”). 
 
2.2 Material Accounting Policy Information 
 
2.2.1 Financial Instruments 
 
The Preferred ETF’s portfolio of investments is managed and performance is 
evaluated on a fair value basis. The Preferred ETF primarily focuses on fair value 
information and uses that information to assess the performance of assets and 
make decisions. The Preferred ETF has not taken the option to irrevocably 
designate any equity securities as fair value in other comprehensive income 
(“FVOCI”). Consequently, all investments, including derivatives, are measured at 
FVTPL. 
 
The Preferred ETF’s obligation for net assets attributable to holders of redeemable 
units is measured assuming the redemption of units at the net asset value (the 
“NAV”) on the valuation date. All other financial assets and liabilities are 
recognized initially at fair value and subsequently measured at amortized cost, 
which approximates fair value. The carrying values of the Preferred ETF’s 
financial assets and liabilities that are not carried at FVTPL approximate their fair 
values due to their short-term nature. 
 
2.2.2 Fair Value Measurement 
 
Fair value is the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement 
date. The fair value of financial assets and liabilities traded in active markets 
(including Split Corp. Preferred Shares) are based on the last traded prices at the 
close of trading on the reporting date. The Preferred ETF uses the last traded 
market price for both financial assets and financial liabilities where the last traded 
price falls within that day’s bid-ask spread. In circumstances where the last traded 
price is not within the bid-ask spread, the Manager determines the point within the 
bid-ask spread that is most representative of fair value based on the specific facts 
and circumstances.  
 
The Preferred ETF recognizes transfers into and out of the fair value hierarchy 
levels as of the date of the event or change in circumstances giving rise to the 
transfer. The fair value of financial assets and liabilities that are not traded in an 

active market is determined using valuation techniques. The Preferred ETF uses 
a variety of methods and makes assumptions that are based on market conditions 
existing at each reporting date. Valuation techniques include the use of 
comparable recent arm’s length transactions, reference to other instruments that 
are substantially the same, and others commonly used by market participants and 
which make the maximum use of observable inputs.  
 
2.2.3 Investment Transactions 

 
Investment transactions are accounted for on the trade date. Transaction costs, 
such as brokerage commissions, incurred at the time of purchase and sale of 
investments by the Preferred ETF are recognized as “Transaction costs on 
purchase and sale of investments” in the Statements of Comprehensive Income. 
 
Realized gains and losses arising from investment transactions and unrealized 
appreciation or depreciation on investments are determined using the average 
cost basis. 
 
A financial asset is derecognized when the rights to receive cash flows from the 
investment have expired or have been transferred and when the Preferred ETF 
has transferred substantially all the risks and rewards of ownership of the asset. 
 
2.2.4 Income and expenses 

 
Income and expenses are recorded using the accrual basis of accounting.  
 
Interest income for distribution purposes 
 
The interest income for distribution purposes presented in the Statements of 
Comprehensive Income is recognized as it is earned.  
 
Dividend income 
 
Dividend income received from investment trusts (including from underlying funds) 
is recognized on the ex-dividend date.  
 
2.3 Cash 
 
Cash includes cash deposits with financial institutions. 
 
2.4 Redeemable units 
 
2.4.1 Classification of units 
 
The outstanding redeemable units of the Preferred ETF may be redeemed for 
cash less than the closing price of the units on the Toronto Stock Exchange (the 
“TSX”). This reduced redemption price results in cash flow from redemptions not 
being significantly based on NAV. Consequently, the Preferred ETF’s outstanding 
redeemable units are classified as financial liabilities in accordance with the 
requirements of IAS 32, Financial Instruments: Presentation. 
 
2.4.2 Valuation of units 
 
The NAV of the Preferred ETF is determined in accordance with requirements of 
law, including National Instrument 81-106, Investment Fund Continuous 
Disclosure, and is used to process unitholder transactions. For financial reporting 
purposes under IFRS Accounting Standards, net assets attributable to holders of 
redeemable units of the Preferred ETF is determined as the difference between 
the aggregate amount of the Preferred ETF’s assets and the aggregate amount 
of its liabilities (“net assets attributable to holders of redeemable units”). 
 
2.4.3 Increase or decrease in net assets attributable to holders of 
redeemable units per unit 
 
“Increase (decrease) in net assets attributable to holders of redeemable units per 
unit” presented in the Statements of Comprehensive Income represents the 
increase (decrease) in net assets attributable to holders of redeemable units for 
the period, divided by the weighted average number of units outstanding during 
the period. 

 
 
 
 
 



2.4.4 Distributions to unitholders 
 
The net income of the Preferred ETF is distributed to unitholders monthly. 
 
To the extent that the Preferred ETF has not otherwise distributed a sufficient 
amount of its net income or net realized capital gains, a distribution will be paid to 
unitholders at the end of the year and that distribution will be automatically 
reinvested in additional units. Immediately following such reinvestment, the 
number of units outstanding will be consolidated so that the NAV per unit following 
the distribution and reinvestment is the same as it would have been if the 
distribution had not been paid. 
 
Unrealized gains and losses are included in the net assets attributable to 
unitholders. However, they will only be distributed to the Preferred ETF unitholders 
once the gain or loss is realized. Capital losses are not distributed to the Preferred 
ETF unitholders but are retained by the Preferred ETF to be applied against future 
capital gains. 
 
2.5 Functional currency and foreign currency translation 
 
The Preferred ETF’s purchases and redemptions are denominated in Canadian 
dollars. The Canadian dollar is considered the functional and presentation 
currency of the Preferred ETF. 
 
The fair value of investments, other assets and liabilities denominated in foreign 
currencies is translated into the functional currency at the exchange rate in effect 
as at the date of the Statements of Financial Position. 
 
Foreign currency transactions are converted into the functional currency of the 
Preferred ETF using the exchange rates prevailing at the dates of the transactions 
(closing rate). 
 
2.6 Taxes 

 
The Preferred ETF qualifies as a mutual fund trust under the Income Tax Act 
(Canada) (the “Tax Act”).  The Preferred ETF distributes to its unitholders its net 
income for tax purposes and a sufficient portion of the net capital gains realized 
in any taxation year such that no income tax is payable by the Preferred ETF. 
Therefore, the Preferred ETF does not recognize any income tax and the tax 
benefits of capital and non-capital losses have not been recorded as a deferred 
income tax asset in the Statements of Financial Position. 

 
2.7 Interest in structured entities 
 
A structured entity is designed in such a way that voting rights or similar rights are 
not the determining factor in who controls the entity; this is particularly the case 
when the voting rights concern only administrative tasks and the relevant activities 
are directed by a contractual agreement. 
 
The Preferred ETF invests in underlying funds through its investment in Split Corp. 
Preferred Shares. The Preferred ETF considers its investment in underlying funds 
as investments in unconsolidated structured entities. The Preferred ETF does not 
provide and has not committed to providing any other support to these 
unconsolidated structured entities. The objectives of the underlying funds enable 
the Preferred ETF to achieve its main objectives. The underlying funds finance 
their operations by issuing securities that are redeemable at the option of the 
holder, entitling the holder to receive a proportionate share in the net assets of the 
underlying funds. The Preferred ETF holds redeemable securities of the 
underlying funds. 
 
Therefore, the Preferred ETF, as an investment entity, accounts for its 
investments in unconsolidated structured entities at fair value. The change in fair 
value of these investments is presented in the Statements of Comprehensive 
Income under “Change in net unrealized appreciation/depreciation on 
investments.” 
 
2.8 Offsetting financial assets and financial liabilities 
 
Financial instruments are recognized on a net or gross basis in the Statements of 
Financial Position based on the intention or legal obligation to offset opposite 
positions on instruments held with the same counterparties. Amounts offset in the 
Statements of Financial Position arise from transactions where the Preferred ETF 
has a legally enforceable right to offset and intend to settle the positions on a net 
basis. Amounts not offset in the Statements of Financial Position arise from 

transactions where a master netting arrangement is in place with a right to offset 
only in the event of default, insolvency or bankruptcy, or where the Preferred ETF 
has no intention of settling on a net basis. 
 
As at December 31, 2025 and December 31, 2024, no financial instruments are 
offset in the Statements of Financial Position. 
 
NOTE 3: CRITICAL JUDGMENTS AND ACCOUNTING ESTIMATES 
 
When preparing the financial statements, the Manager of the Preferred ETF may 
make estimates and judgments that affect the reported amounts of assets, 
liabilities, income and expenses for the reporting period. Actual results may differ 
from those estimates. The Preferred ETF’s most significant estimates relate to the 
measurement of investments at fair value in circumstances where the last traded 
price is not within the bid-ask spread.  
 
NOTE 4: CHANGES IN ACCOUNTING STANDARDS THAT ARE NOT YET IN 
EFFECT 
 
In April 2024, the International Accounting Standards Board issued IFRS 18, 
“Presentation and Disclosure in Financial Statements”, which replaces IAS 1, 
“Presentation of Financial Statements”, and aims to improve the quality of financial 
reporting. IFRS 18 introduces requirements to present new categorization of 
performance activities by operating, financing and investing, and subtotals in the 
statement of comprehensive income (loss), adopt a structured approach to 
summarizing expenses (such as by nature or by function), and include a dedicated 
note disclosing management defined performance measures used outside the 
financial statements. It also provides enhanced guidance on the aggregation and 
disaggregation of information within both the primary financial statements and the 
notes. This standard is effective for annual periods beginning on or after January 
1, 2027, with early adoption permitted. The Manager is currently assessing the 
impact of these new requirements. 
 
In May 2024, the IASB issued amendments to IFRS 9, “Financial Instruments”, 
and IFRS 7, “Financial Instruments: Disclosures”. The amendments clarify the 
requirements for the timing of recognition and derecognition of financial assets 
and liabilities, introducing a new exception for certain financial liabilities settled 
through electronic payment systems. They also provide additional guidance on 
assessing the contractual cash-flow characteristics of financial assets with 
contingent features; and introduce new disclosure requirements for financial 
instruments with contractual terms that may change cash flows. These 
amendments are effective for annual reporting periods beginning on or after 
January 1, 2026, with early application permitted. The Manager is currently 
assessing the impact of these new requirements but does not expect them to have 
a material impact on the net assets attributable to holders of redeemable units. 
 
NOTE 5: FINANCIAL INSTRUMENT DISCLOSURES 
 
5.1 Financial risks 
 
The Preferred ETF is exposed to financial risk through its investment activities. 
The main types of risk to which the Preferred ETF is exposed are credit risk, 
liquidity risk, market risk (which includes currency risk, interest rate risk and other 
price risk) and concentration risk. The Manager seeks to maximize returns for any 
given level of risk while minimizing these risks by employing a professional, 
experienced portfolio manager; by regularly monitoring the Preferred ETF’s 
positions and market events; and by diversifying the investment portfolio within 
the constraints of the investment objectives of the Preferred ETF.  

 
5.2 Credit risk 
 
Credit risk is the risk that a commitment to the Preferred ETF will not be upheld 
by the counterparty to a financial instrument. 
 
The Preferred ETF is exposed to credit risk directly through its investments in Split 
Corp. Preferred Shares. The carrying amount of investments, as presented on the 
Schedule of Investment Portfolio, represents the maximum credit risk exposure 
as at December 31, 2025 and December 31, 2024. The portfolio manager 
evaluates the credit quality of the securities prior to purchasing and regularly 
monitors their credit quality. In accordance with the Preferred ETF’s investment 
restrictions, investments in any individual Split Corp. Preferred Share at the time 
of purchase will be restricted to a maximum of 20% of its NAV. The table below 
provides a breakdown of the Preferred ETF’s portfolio based on the DBRS 
Morningstar preferred share credit rating. 



 
Credit Quality Risk (Note 5) 
Split Corp. Preferred Shares 
by Rating Category % of Net Assets as at  

As at  December 31, 2025  December 31, 2024 
     
Pfd-2  -  9.9 
Pfd-3 (High)  8.0  9.3 
Pfd-3  35.4  37.4 
Pfd-3 (Low)  39.9  28.1 
Pfd-4  -  10.1 
Non-rated  10.3  - 
Total  93.6  94.8 

 
Quality Ratings: The DBRS Morningstar preferred share rating scale reflects an 
opinion on the risk that an issuer will not fulfil its obligations with respect to both 
dividend and principal commitments in respect of preferred shares issued in the 
Canadian securities market in accordance with the terms under which the relevant 
preferred shares have been issued. Each rating category may be denoted by the 
subcategories “high” and “low”. The absence of either a “high” or “low” designation 
indicates the rating is in the middle of the category. The DBRS Morningstar rating 
scale ranges from Pfd-1: the highest, to D: the lowest 
 
5.3 Liquidity risk 
 
Liquidity risk is the risk that the Preferred ETF may not be able to settle or meet 
its obligations on time or at a reasonable price. The Preferred ETF is exposed to 
daily redemptions of units. In most cases, redemptions will primarily be in-kind, 
allowing the delivery of securities to fulfill the redemption obligations. For cash 
redemptions, the Preferred ETF invests in securities traded on active markets and 
anticipates that these securities can be readily disposed to raise liquidity. 
However, there may not be sufficient time to dispose of the securities at a 
reasonable price. As at December 31, 2025, and December 31, 2024, the 
Preferred ETF did not have any financial liabilities with maturities greater than 
three months. 

 
5.4 Market risk 

 
The Preferred ETF's investments are subject to market risk, which is the risk that 
the fair value or future cash flows of a financial instrument will fluctuate because 
of changes in market prices. The market risk can be broken down into the following 
three risk components: currency risk, interest rate risk and price risk. 

5.4.1 Currency risk 
 
Currency risk is the risk that the value of financial instruments denominated in a 
currency other than the Canadian dollar, which is the Preferred ETF’s functional 
and reporting currency, will fluctuate due to changes in foreign exchange rates.  
All financial instruments of the Preferred ETF are denominated in Canadian 
dollars and therefore there is no currency risk as at December 31, 2025 and 
December 31, 2024. 
 
5.4.2 Interest rate risk 
 
Interest rate risk is the risk that the fair value of the Preferred ETF’s interest-
bearing investments will fluctuate due to changes in market interest rates. In 
general, the value of interest-bearing financial instruments with fixed interest rates 
will rise as interest rates fall, and conversely, will generally fall if interest rates rise. 
The Preferred ETF is exposed to interest rate risk directly through its investments 
in Split Corp. Preferred Shares. The table below summarizes the Preferred ETF’s 
exposure to interest rate risk by remaining term to maturity. 
 
Interest Rate Risk (Note 5) 

Split Corp. Preferred Shares by Maturity Date  
December 31,          

2025  
December 31, 

2024 
  $  $ 
Under one year  -  2,323,578 
From 1 year to 3 years  14,419,488  2,499,190 
From 3 years to 5 years  20,092,095  13,012,630 
Greater than 5 years  6,289,312  2,084,667 
  40,800,895  19,920,065 

 
As at December 31, 2025, had the prevailing interest rates increased/decreased 
by 1%, with all other variables held constant, the net assets attributable to holders 
of redeemable units would have increased/decreased by $1,321,279 (December 
31, 2024 - $579,686).  

 
 

 
The Preferred ETF’s sensitivity to interest rate changes is estimated assuming a 
parallel shift in the yield curve and using the weighted average duration of the Split 
Corp. Preferred Shares portfolio. 

 
5.4.3 Other price risk 
 
Price risk is the risk that the fair value of financial instruments will fluctuate as a 
result of changes in market prices caused by factors specific to a security, its 
issuer or any other factor affecting a market or a segment of the market (other 
than those arising from currency risk and interest rate risk). 
 
The Preferred ETF is exposed to price risk directly through its investments in Split 
Corp. Preferred Shares. The maximum risk resulting from financial instruments is 
equivalent to their fair value. The Preferred ETF’s policy is to manage price risk 
through diversification and selection of investments within specified limits 
established by the investment guidelines set out in the Preferred ETF prospectus 
 
As at December 31, 2025, had the quoted prices of the Split Corp. Preferred 
Shares increased/decreased by 10%, with all other variables held constant, net 
assets attributable to holders of redeemable units would have 
increased/decreased by $4,080,090 (December 31, 2024 - $1,992,007). 
 
5.5 Concentration risk 
 
Concentration risk arises from the net exposure of financial instruments to the 
same investment category, notably based on a region, a type of asset, industry or 
market segment. Financial instruments of the same category have similar 
characteristics and are affected similarly by changes in economic or other 
conditions. The Preferred ETF is exposed to concentration risk directly through its 
investments in Split Corp. Preferred Shares, which comprise 93.6% of the 
Preferred ETF’s net assets as at December 31, 2025, (December 31, 2024 - 
94.8%). 

 
5.6 Fair value measurement 
 
The Preferred ETF classifies fair value measurements within a hierarchy which 
gives the highest priority to unadjusted quoted prices in active markets for identical 
assets or liabilities and lowest priority to unobservable inputs. The three levels of 
the fair value hierarchy are: 
 

Level 1: Quoted prices (unadjusted) in active markets for identical assets or 
liabilities that the Preferred ETF can access on the valuation date. 
 
Level 2: Inputs other than quoted prices included within Level 1 that are 
observable for the asset or liability, either directly or indirectly.  
 
Level 3: Unobservable inputs relating to the asset or liability.  

 
The fair value hierarchy requires the use of observable market inputs whenever 
such inputs exist. A financial instrument is ranked at the lowest level of the 
hierarchy for which a significant input has been considered in measuring fair value. 
When, at the financial position date, the observable inputs used for a financial 
instrument are different from those used at the opening date, it is the policy of the 
Preferred ETF to establish that on the date of the event or change in 
circumstances, a transfer between levels of the fair value hierarchy is deemed to 
have occurred. 

The following tables categorize the Preferred ETF’s financial instruments within 
the fair value hierarchy as at the periods shown. 
 
Fair Value of Financial Instruments Table (Note 5) 
         
December 31, 2025  Level 1  Level 2  Level 3  Total 
  $  $  $  $ 
Preferred shares  40,800,895  -  -  40,800,895  
 
During the year ended December 31, 2025, there were no significant transfers of 
investments between Level 1, Level 2 and Level 3. 
         
December 31, 2024  Level 1  Level 2  Level 3  Total 
  $  $  $  $ 
Preferred shares  19,920,065  -  -  19,920,065 
         
During the period ended December 31, 2024, there were no significant transfers of 
investments between Level 1, Level 2 and Level 3. 

 



 
NOTE 6: REDEEMABLE UNITS 
 

The capital of the Preferred ETF is represented by the net assets attributable to 
holders of redeemable units. The Preferred ETF is authorized to issue an unlimited 
number of redeemable and transferable units, each of which represents an equal, 
undivided interest in the NAV of the Preferred ETF. Each unit entitles the holder 
to one vote and equal participation with respect to all distributions made by the 
Preferred ETF. The Preferred ETF’s units are listed on the TSX, and unitholders 
can buy or sell such units on the TSX through registered brokers and dealers.  
 
On any trading day, a dealer (who may also be the designated broker) may place 
an order for a prescribed number of units (“PNU”) of the Preferred ETF or any 
additional multiple thereof. If the subscription is accepted, the Preferred ETF will 
issue units to the dealer based on the NAV per unit on the applicable trading day.  
 
For each PNU issued, a dealer must deliver payment consisting of: 
 
(i) cash in an amount equal to the aggregate NAV per unit of the PNU; 
 
(ii) a basket of securities and cash in an amount sufficient so that the value of 

the securities and the cash is equal to the aggregate NAV per unit of the PNU; 
or 

(iii) a combination of securities and cash in an amount sufficient so that the value 
of the securities and the cash is equal to the aggregate NAV per unit of the 
PNU. 

 
Unitholders may exchange units of the Preferred ETF on any trading day for a 
basket of securities and cash, subject to the requirement that a minimum of one 
PNU be exchanged. On any trading day, unitholders may redeem:  
 
(i) units of the Preferred ETF for cash at a redemption price per unit equal to 

95% of the closing price of the units on the TSX on the effective day of the 
redemption subject to a maximum redemption price per unit equal to the NAV 
per unit on the effective day of redemption, less any applicable redemption 
fee determined by the Manager; or 

 
(ii) a PNU or a multiple PNU for cash equal to the NAV of that number of units 

less any applicable redemption fee determined by the Manager. 
 

In accordance with IAS 7, the Preferred ETF excludes non-cash transactions from 
their operating and financing activities within the Statements of Cash Flows. The 
primary differences between the amounts issued and redeemed, as presented in 
the Statements of Changes in Net Assets Attributable to Holders of Redeemable 
Units, and the Statements of Cash Flows relates to in-kind transactions.   
 
The number of outstanding units and the number of units issued, reinvested and 
redeemed during the year are presented following the Statements of Changes in 
Net Assets Attributable to Holders of Redeemable Units of the Preferred ETF. The 
closing price of the units on the TSX as at December 31, 2025 was $10.61 
(December 31, 2024 - $10.64). 

 
NOTE 7: TRANSACTIONS WITH RELATED PARTIES 

 
7.1 Management fees 

 
Pursuant to a management agreement, the Preferred ETF pays an annual 
management fee to the Manager equal to 0.5% of the NAV of the Preferred ETF, 
calculated and payable monthly in arrears, plus applicable taxes. The 
management fee is payable to the Manager in consideration of the services that 
the Manager provides to the Preferred ETF in its capacity as the manager such 
as, managing the day-to-day business and affairs of the Preferred ETF. 
 
The Preferred ETF invests in underlying funds through its investment in Split Corp. 
Preferred Shares. There will be no duplication of fees payable by the Preferred 
ETF and underlying funds for the same service. Split Corp. Preferred Shares 
generally do not bear any management fees or operating expenses when the NAV 
of the split share corporation is in excess of the redemption value.  

 
 
 
 
 
 

 
7.2 Operating Expenses 

 
In addition to the payment of the management fee, the Preferred ETF is 
responsible for the costs and expenses incurred in complying with National 
Instrument 81-107 (including any expenses related to the implementation and on-
going operation of the independent review committee), brokerage expenses and 
commissions, income and withholding taxes as well as all other applicable taxes, 
including HST, the costs of complying with any new governmental or regulatory 
requirement introduced after the Preferred ETF is established and extraordinary 
expenses. The Manager is responsible for all other costs and expenses of the 
Preferred ETF, including the fees payable to the custodian, registrar and transfer 
agent, fund administrator and fees payable to other service providers. 
 
7.3 Related Party Holdings 

 
The Preferred ETF may invest in other underlying funds managed by the Manager, 
in accordance with its investment objectives and strategies. Disclosures of such 
investments held are disclosed in the Schedule of Investment Portfolio.  
 
As at December 31, 2025, 392,500 units (December 31, 2024 - 278,500 units) of 
the Preferred ETF were held by a related party of the Manager.  

 
NOTE 8: INCOME TAXES 

 
Capital losses for income tax purposes can be carried forward indefinitely to be 
applied against capital gains realized in future years. Non-capital losses can be 
carried forward for up to 20 years to be applied against future taxable income in 
those years. As of December 31, 2025, and December 31, 2024, the Preferred 
ETF had no capital and non-capital loss carryforwards. 

 
NOTE 9: BROKERAGE COMMISSIONS 

 
Total brokerage commission paid during the year ended December 31, 2025, by 
the Preferred ETF for its portfolio transactions were $11,430 (December 31, 2024 
- $18,895). Brokerage commissions paid to certain brokers may, in addition to 
paying for the cost of brokerage services in respect of portfolio transactions, also 
provide for the cost of investment research services provided to the portfolio 
manager. The value of such research services included in commissions paid to 
brokers for the year ended December 31, 2025 amounted to $NIL (December 31, 
2024 - $NIL). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



 
NOTE 10: STRUCTURED ENTITIES  

 
The Preferred ETF’s maximum exposure to loss from its interest in unconsolidated 
structured entities is equal to the carrying value of its investments. The tables 
below summarize the Preferred ETF’s investment in unconsolidated entities as at 
the periods shown. 

 
 Country of 

Establishment 
and Principal 

Place of Business % of Net Assets 
% of Ownership 

Interest1 
  December 31, 

2025 
December 31, 

2025 
Canadian Banc 
Corp. Canada 13.9 0.51 
Dividend 15 Split 
Corp. II Canada 8.0 0.71 
Dividend 15 Split 
Corp. Canada 10.0 0.16 
E Split Corp. Canada 3.9 0.26 
North American 
Financial 15 Split 
Corp. Canada 8.0 0.26 
Financial 15 Split 
Corp. Canada 10.0 0.28 
Global Dividend 
Growth Split 
Corp. Canada 4.1 0.46 
Life & Banc Split 
Corp. Canada 8.7 0.29 
Premium Income 
Corporation Canada 10.4 0.91 
Brompton Split 
Banc Corp. Canada 6.6 0.43 
Dividend Growth 
Split Corp. Canada 10.0 0.42 
 
 Country of 

Establishment 
and Principal 

Place of Business % of Net Assets 
% of Ownership 

Interest1 
  December 31, 

2024 
December 31, 

2024 
Canadian Banc 
Corp. Canada 9.0 0.24 
Dividend 15 Split 
Corp. II Canada 9.0 0.50 
Dividend 15 Split 
Corp. Canada 10.9 0.11 
E Split Corp. Canada 3.9 0.12 
North American 
Financial 15 Split 
Corp. Canada 10.1 0.20 
Financial 15 Split 
Corp. Canada 11.1 0.18 
Global Dividend 
Growth Split 
Corp. Canada 5.4 0.33 
Life & Banc Split 
Corp. Canada 9.0 0.19 
Premium Income 
Corporation Canada 9.9 0.42 
Brompton Split 
Banc Corp. Canada 6.5 0.28 
Dividend Growth 
Split Corp. Canada 10.1 0.27 

 
(1) Ownership is calculated as the net asset value of the Split Corp. Preferred Share held as a percentage 

of the total net asset value of the underlying fund. 
 
NOTE 11 : FEES PAID TO THE AUDITOR 
 
For the year ended December 31, 2025, fees paid or payable by the Manager to 
PricewaterhouseCoopers LLP and other PwC Network firms for audit services 
and other services pertaining to the Preferred ETF were $24,800 and $19,475, 
respectively (2024 - $18,800 and $31,800, respectively). 
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