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Independent Auditor’s Report 

 
To the Unitholders of NewGen Credit Strategies Fund (the “Fund”)  
 

Opinion 
We have audited the financial statements of the Fund, which comprise the statements of financial 
position as at December 31, 2023 and 2022, and the statements of comprehensive income (loss), 
statements of changes in net assets attributable to holders of redeemable units and statements of 
cash flows for the year ended December 31, 2023 and the period from December 19, 2022 (date of 
inception) to December 31, 2022, and notes to the financial statements, including material accounting 
policy information (collectively referred to as the “financial statements”). 

In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Fund as at December 31, 2023 and 2022 and its financial performance and its 
cash flows for the year ended December 31, 2023 and for the period from December 19, 2022 (date 
of formation) to December 31, 2022 in accordance with International Financial Reporting Standards 
(“IFRS”). 

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

Other Information 
Management is responsible for the other information. The other information comprises the 2023 
Annual Management Report of Fund Performance.  
 
Our opinion on the financial statements does not cover the other information and we do not express 
any form of assurance conclusion thereon. In connection with our audit of the financial statements, 
our responsibility is to read the other information identified above and, in doing so, consider whether 
the other information is materially inconsistent with the financial statements or our knowledge 
obtained in the audit, or otherwise appears to be materially misstated.  

We obtained the 2023 Annual Management Report of Fund Performance prior to the date of this 
auditor’s report. If, based on the work we have performed on this other information, we conclude that 
there is a material misstatement of this other information, we are required to report that fact in this 
auditor’s report. We have nothing to report in this regard. 
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Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with IFRS, and for such internal control as management determines is necessary to enable 
the preparation of financial statements that are free from material misstatement, whether due to 
fraud or error. 

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

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

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

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

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

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

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

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

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

 

Chartered Professional Accountants                                        
Licensed Public Accountants 
March 27, 2024 



NEWGEN CREDIT STRATEGIES FUND

Statements of Financial Position

As at December 31, 2023 and December 31, 2022

2023 2022

ASSETS

Current assets

Cash $ 1,827                     $ 150,486                 

Due from broker 1,023,063              –                            

Investments owned, at fair value through profit or loss (note 6) 33,669,037            –                            

Interest and dividends receivable 516,463                 –                            

Subscriptions receivable 253,169                 306,865                 

Unrealized appreciation of derivatives (note 2, 6) 200,349                 –                            

Other receivables 12,149                   –                            

Receivable for investment sold 2,076,185              –                            

Prepaid expenses 25,000                   –                            

37,777,242            457,351                 

LIABILITIES

Current liabilities

Investments sold short, at fair value through profit or loss (note 6) 2,092,735              –                            

Accounts payable and accrued liabilities 67,263                   –                            

Management fees payable (note 3) 13,381                   –                            

Performance fees payable (note 3) 158,807                 –                            

Dividends payable on investments sold short 29,542                   –                            

Unrealized depreciation of derivatives (note 2, 6) 2,610                     –                            

Redemptions payable 38,605                   –                            

Payable for investments purchased 1,085,734              –                            

Other payables 20,398                   –                            

3,509,075              –                            

Net assets attributable to holders of redeemable units $ 34,268,167            $ 457,351                 

Net assets attributable to holders of redeemable units per Class

Class C $ 31,251,163            $ 1,000                     

Class F 82,120                   1,000                     

Class F USD 211,261                 1,353                     

Class G 1,183,887              50,248                   

Class G USD 1,500                     1,354                     

Class I 1,538,236              402,396                 

$ 34,268,167            $ 457,351                 

Number of redeemable units outstanding (note 4)

Class C 2,849,654              100                        

Class F 7,438                     100                        

Class F USD 14,282                   100                        

Class G 109,133                 5,025                     

Class G USD 106                        100                        

Class I 140,530                 40,241                   

The accompanying notes are an integral part of these financial statements. 1



NEWGEN CREDIT STRATEGIES FUND

Statements of Financial Position (continued)

As at December 31, 2023 and December 31, 2022

2023 2022

Net assets attributable to holders of redeemable units per unit

Class C $ 10.97                     $ 10.00                     

Class F 11.04                     10.00                     

Class F USD 14.79                     13.53                     

Class G 10.85                     10.00                     

Class G USD 14.15                     13.54                     

Class I 10.95                     10.00                     

See accompanying notes to financial statements.

Approved on behalf of the Fund:

     "David Dattels"                       

____________________________ 

Manager

NewGen Asset Management Limited

The accompanying notes are an integral part of these financial statements. 2



NEWGEN CREDIT STRATEGIES FUND

Statements of Comprehensive Income (Loss)

2023 2022

Income

Dividends $ 481,726            $ –                       

Interest income for distribution purposes 970,038            –                       

Net realized gain on sale of investments, including foreign exchange adjustments 683,335            –                       

Net realized gain on forward contracts 34,837              –                       

Net change in unrealized appreciation in value of investments, including

foreign exchange adjustments 208,209            –                       

Net change in unrealized appreciation on derivatives (note 2) 197,739            –                       

Other income 24,000              –                       

2,599,884         –                       

Expenses

Performance fees (note 3) 312,729            –                       

Management fees (note 3) 146,372            –                       

Operating costs 110,680            14                     

Audit fees 83,063              –                       

Interest and borrowing fees 80,543              –                       

Dividends paid on investments sold short 51,623              –                       

Commissions and other portfolio transaction costs 26,198              –                       

Legal fees 8,550                –                       

Withholding tax 7,334                –                       

Custodian fees 696                   –                       

827,788            14                     

Increase (decrease) in net assets attributable to holders of redeemable units $ 1,772,096         $ (14)                    

Increase (decrease) in net assets attributable to holders of redeemable units per Class

Class C $ 1,507,682         $ –                       

Class F 3,898                –                       

Class F USD 2,605                –                       

Class G 59,769              (2)                      

Class G USD 146                   –                       

Class I 197,996            (12)                    

$ 1,772,096         $ (14)                    

Increase (decrease) in net assets attributable to holders of redeemable units per unit 

(note 9)

Class C $ 1.05                  $ –                       

Class F 1.00                  –                       

Class F USD 0.47                  –                       

Class G 0.93                  (0.00)

Class G USD 1.45                  –                       

Class I 1.70                  (0.00)

For the year ended December 31, 2023 and the period from December 19, 2022

(date of formation) to December 31, 2022

The accompanying notes are an integral part of these financial statements. 3



NEWGEN CREDIT STRATEGIES FUND

Statements of Changes in Net Assets Attributable to Holders of Redeemable Units

For the year ended December 31, 2023 and the period from December 19, 2022 (date of formation) to December 31, 2022

Net assets 

attributable to 

holders of 

redeemable units, 

beginning of year

Proceeds from 

redeemable units 

issued*

Redemption of 

redeemable 

units*

Distributions to 

holders of 

redeemable 

units

Reinvestment of 

distributions

Increase in net 

assets attributable 

to holders of 

redeemable units

Net assets 

attributable to 

holders of 

redeemable units, 

end of year

2023

Class C $ 1,000                        $ 32,008,948          $ (1,957,199)           $ (1,235,496)          $ 926,228               $ 1,507,682                $ 31,251,163                

Class F 1,000                        78,550                 –                          (2,806)                 1,478                   3,898                       82,120                       

Class F USD 1,353                        208,047               –                          (4,165)                 3,421                   2,605                       211,261                     

Class G 50,248                      1,113,272            (36,649)                (48,588)               45,835                 59,769                     1,183,887                  

Class G USD 1,354                        –                          –                          (81)                      81                        146                          1,500                         

Class I 402,396                    941,157               –                          (123,401)             120,088               197,996                   1,538,236                  

$ 457,351                    $ 34,349,974          $ (1,993,848)           $ (1,414,537)          $ 1,097,131            $ 1,772,096                $ 34,268,167                

* Total proceeds from redeemable units relating to switch-ins and redemptions of redeemable units relating to switch-outs for the year ended December 31, 2023

were $6,503 and $(6,503), respectively.

Net assets 

attributable to 

holders of 

redeemable units, 

beginning of period

Proceeds from 

redeemable units 

issued**

Redemption of 

redeemable 

units**

Distributions to 

holders of 

redeemable 

units

Reinvestment of 

distributions

Decrease in net 

assets attributable 

to holders of 

redeemable units

Net assets 

attributable to 

holders of 

redeemable units, 

end of period

2022***

Class C $ –                               $ 1,000                   $ –                          $ –                         $ –                          $ –                              $ 1,000                         

Class F –                               1,000                   –                          –                         –                          –                              1,000                         

Class F USD –                               1,353                   –                          –                         –                          –                              1,353                         

Class G –                               50,250                 –                          –                         –                          (2)                             50,248                       

Class G USD –                               1,354                   –                          –                         –                          –                              1,354                         

Class I –                               402,408               –                          –                         –                          (12)                           402,396                     

$ –                               $ 457,365               $ –                          $ –                         $ –                          $ (14)                           $ 457,351                     

** Total proceeds from redeemable units relating to switch-ins and redemptions of redeemable units relating to switch-outs for the year ended December 31, 2022

were $nil and $nil, respectively.

***For the period from December 19, 2022 (date of formation) to December 31, 2022

The accompanying notes are an integral part of these financial statements. 4



NEWGEN CREDIT STRATEGIES FUND

Statements of Cash Flows

2023 2022

Cash provided by (used in):

Operating Activities

Increase (decrease) in net assets attributable to holders of redeemable units $ 1,772,096         $ (14)                    

Adjustments for non-cash items

  Net realized gain on sale of investments, including foreign exchange adjustments (683,335)           –                       

  Net change in unrealized appreciation in value of investments, including

  foreign exchange adjustments (208,209)           –                       

  Net change in unrealized appreciation on derivatives (197,739)           –                       

Change in non-cash balances

  Increase in due from broker (1,023,063)        –                       

  Increase in interest and dividends receivable (516,463)           –                       

  Increase in other receivables (12,149)             –                       

  Increase in receivable for investments sold (2,076,185)        –                       

  Increase in prepaid expenses (25,000)             –                       

  Increase in accounts payable and accrued liabilities 67,263              –                       

  Increase in management fees payable 13,381              –                       

  Increase in performance fees payable 158,807            –                       

  Increase in dividends payable on investments sold short 29,542              –                       

  Increase in other payables 20,398              –                       

  Increase in payable for investments purchased 1,085,734         –                       

Proceeds from sale of investments 245,751,809     –                       

Purchase of investments (276,500,723)    –                       

Cash used in operating activities (32,343,836)      (14)                    

Financing Activities

Proceeds from redeemable units issued 34,397,167       150,500            

Amount paid on redemption of redeemable units (1,948,740)        –                       

Distributions to holders of redeemable units, net of reinvestments (317,406)           –                       

Cash provided by financing activities 32,131,021       150,500            

(Decrease) increase in cash during the year (212,815)           150,486            

Foreign exchange gain on cash 64,156              –                       

Cash, beginning of year 150,486            –                       

Cash, end of year $ 1,827                $ 150,486            

Supplemental information*

Interest paid $ 33,615              $ –                       

Interest received 481,219            –                       

Dividends paid 46,594              –                       

Dividends received, net of withholding taxes 446,750            –                       

*Included as a part of cash flows from operating activities

For the year ended December 31, 2023 and the period from December 19, 2022

(date of formation) to December 31, 2022

The accompanying notes are an integral part of these financial statements. 5



NEWGEN CREDIT STRATEGIES FUND

Schedule of Investment Portfolio

As at December 31, 2023

% of net

Investments owned asset value

Canadian equities

63,100          Brookfield Office Properties Inc. Preferred Shares 2.70% $ 515,147           $ 477,036           1.39               

5,000            Brookfield Office Properties Inc. Preferred Shares 4.60% 59,133             52,700             0.15               

75,400          Canoe EIT Income Fund Preferred Shares 4.80% 1,870,322        1,875,952        5.47               

12,900          Canso Credit Income Fund 183,837           183,438           0.54               

70,000          Corus Entertainment Inc. 53,177             49,700             0.15               

50,300          Dividend 15 Split Corp. Preferred Shares 5.25% 481,602           489,922           1.43               

50,000          Ether Capital Corp. 151,960           144,000           0.42               

46,100          North American Financial 15 Split Corp. Preferred Shares 5.25% 454,896           466,532           1.36               

51,000          PIMCO Tactical Income Fund 322,915           320,790           0.94               

18,000          Power Financial Corp. Preferred Shares 2.59% 272,688           264,600           0.77               

58,100          Premium Income Corp. Preferred Shares 5.75% 781,861           801,780           2.34               

18,400          TC Energy Corp. Preferred Shares 6.92% 267,520           270,296           0.79               

57,300          Thomson Reuters Corp. Preferred Shares 0% 757,264           756,360           2.21               

6,172,322        6,153,106        17.96             

Canadian fixed income

1,000,000     AltaGas Ltd. 8.90% 10NOV2083 1,000,938        1,044,780        3.05               

1,000,000     Chip Mortgage Trust 1.503% 15NOV2024 939,075           964,045           2.81               

1,340,000     Cineplex Inc. 5.75% 30SEP2025 1,324,241        1,330,138        3.88               

1,000,000     Cineplex Inc. 7.50% 26FEB2026 994,063           1,009,580        2.95               

500,000        Corus Entertainment Inc. 5% 11MAY2028 342,500           339,730           0.99               

1,250,000     Dye & Durham Ltd. 3.75% 01MAR2026 955,625           943,750           2.75               

2,500,000     HomeEquity Bank 7.108% 11DEC2026 2,500,000        2,526,713        7.37               

1,000,000     Northland Power Inc. 9.25% 30JUN2083 1,000,695        1,043,975        3.05               

445,000        NorthWest Healthcare Properties Real Estate Investment

Trust 5.50% 31MAR2025 422,999           438,421           1.28               

675,000        Videotron Ltd. 3.125% 15JAN2031 529,875           578,846           1.69               

10,010,011      10,219,978      29.82             

Canadian options

12,500          BMO Equal Weight Banks Index ETF Put $25 20DEC2024 7,775               2,688               0.01               

11,600          iShares S&P/TSX 60 Index ETF Put $21 20DEC2024 3,828               1,334               0.00               

11,603             4,022               0.01               

U.S. equities

10,000          Argo Group International Holdings Ltd. Preferred Shares 7% 304,746           312,022           0.91               

99                 Docebo Inc. 7,167               6,324               0.02               

311,913           318,346           0.93               

Number of

shares/units

Average

cost

Fair

value

6



NEWGEN CREDIT STRATEGIES FUND

Schedule of Investment Portfolio (continued)

As at December 31, 2023

% of net

Investments owned asset value

U.S. fixed income

500,000        Abercrombie & Fitch Management Co. 8.75% 15JUL2025 $ 691,976           $ 672,736           1.96               

500,000        Advance Auto Parts Inc. 5.95% 09MAR2028 662,856           657,558           1.92               

775,000        Arko Corp. 5.125% 15NOV2029 855,287           889,730           2.60               

750,000        Atlantica Sustainable Infrastructure Jersey Ltd. 4% 15JUL2025 948,395           949,521           2.77               

750,000        BlueLinx Holdings Inc. 6% 15NOV2029 870,882           920,118           2.69               

1,000,000     Calfrac Holdings LP 10.875% 15MAR2026 1,305,142        1,317,149        3.84               

290,000        Carriage Services Inc. 4.25% 15MAY2029 324,423           340,460           0.99               

750,000        Carrols Restaurant Group Inc. 5.875% 01JUL2029 858,795           874,315           2.55               

350,000        Cars.com Inc. 6.375% 01NOV2028 438,388           446,470           1.30               

800,000        Conuma Resources Ltd. 13.125% 01MAY2028 1,034,461        1,027,421        3.00               

450,000        CSC Holdings LLC 5.25% 01JUN2024 570,412           582,951           1.70               

750,000        Evergreen Acqco 1 LP / TVI Inc. 9.75% 26APR2028 1,050,781        1,056,378        3.08               

500,000        PGT Innovations Inc. 4.375% 01OCT2029 667,189           660,271           1.93               

1,100,000     Tervita Corp. 11% 01DEC2025 1,557,941        1,528,802        4.46               

483,000        The Bank of Nova Scotia 8.625% 27OCT2082 662,425           666,576           1.95               

670,000        The Goodyear Tire & Rubber Co. 9.50% 31MAY2025 914,224           901,453           2.63               

483,000        The Toronto-Dominion Bank 8.125% 31OCT2082 657,110           666,876           1.95               

375,000        Titan International Inc. 7% 30APR2028 466,801           496,847           1.45               

775,000        Vector Group Ltd. 5.75% 01FEB2029 916,854           939,219           2.74               

660,000        Vista Outdoor Inc. 4.50% 15MAR2029 860,474           854,485           2.49               

400,000        Walgreens Boots Alliance Inc. 3.80% 18NOV2024 529,523           519,132           1.51               

16,844,339      16,968,468      49.51             

U.S. options

15,000          BlackBerry Ltd. Put $3.50 19JAN2024 5,267               3,070               0.01               

2,500            Financial Select Sector SPDR Fund Put $24 20SEP2024 1,453               528                  0.00               

57,500          iShares iBoxx High Yield Corporate Bond ETF Put $72 19JAN2024 39,306             1,519               0.00               

46,026             5,117               0.01               

Total investments owned 33,396,214      33,669,037      98.24             

% of net

Investments sold short asset value

Canadian equities

(20,500)         Artis Real Estate Investment Trust $ (134,094)          $ (135,915)          (0.40)             

(6,800)           Brookfield Office Properties Inc. Preferred Shares 0% (51,847)            (52,768)            (0.15)             

(5,000)           Brookfield Office Properties Inc. Preferred Shares 4.75% (41,425)            (41,000)            (0.12)             

(5,000)           Brookfield Office Properties Inc. Preferred Shares 4.85% (54,489)            (50,150)            (0.15)             

(35,000)         Brookfield Office Properties Inc. Preferred Shares 5.10% (377,058)          (357,000)          (1.04)             

(33,400)         Premium Income Corp. (121,785)          (162,324)          (0.47)             

(6,650)           Purpose Ether ETF (63,020)            (62,909)            (0.18)             

(843,718)          (862,066)          (2.51)             

Number of Average Fair

shares/units cost value

Number of

shares/units

Proceeds on

short sale

Fair

value
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NEWGEN CREDIT STRATEGIES FUND

Schedule of Investment Portfolio (continued)

As at December 31, 2023

% of net

Investments sold short asset value

Canadian fixed income

(500,000)       Cogeco Communications Inc. 2.991% 22SEP2031 $ (407,115)          $ (437,785)          (1.28)             

(415,000)       NFI Group Inc. 5% 15JAN2027 (338,553)          (357,222)          (1.04)             

(300,000)       Thames Water Utilities Finance PLC 2.875% 12DEC2024 (281,347)          (289,776)          (0.85)             

(1,027,015)       (1,084,783)       (3.17)             

Canadian warrant

(11)                Constellation Software Inc. $0 31MAR2040 –                      –                      –                    

U.S. equity

(10,750)         Purpose Ether ETF (143,911)          (142,090)          (0.41)             

U.S. option

(57,500)         iShares iBoxx High Yield Corporate Bond ETF Put $69 19JAN2024 (11,005)            (3,796)              (0.01)             

Total investments sold short (2,025,649)       (2,092,735)       (6.10)             

Commissions and other portfolio transaction costs (2,471)              –                      –                    

Net investments owned $ 31,368,094      31,576,302      92.14             

Unrealized gain, foreign exchange forward contracts (Schedule 1) 197,739           0.58               

Other assets, net 2,494,126        7.28               

Net Assets Attributable to Holders of 

Redeemable Units $ 34,268,167      100.00           

Number of Proceeds on Fair

shares/units short sale value

8



NEWGEN CREDIT STRATEGIES FUND

Schedule of Investment Portfolio (continued)

As at December 31, 2023

Schedule 1 - Foreign Exchange Forward Contracts

Settlement Date

Currency

Sold

Currency

Bought Forward Rates Contract Price Fair Value

Unrealized gain 

(loss)

March 19, 2024 USD CAD 1.335005            $ (15,786,434)      $ (15,597,873)       $ 188,561               

March 19, 2024 USD CAD 1.330700            (890,000)           (882,214)            7,786                   

March 19, 2024 USD CAD 1.323400            (1,220,000)        (1,215,998)         4,002                   

March 19, 2024 CAD USD 1.335270            213,500            210,908             (2,592)                  

March 19, 2024 CAD USD 1.335270            1,500                1,482                 (18)                       

Total unrealized gain on foreign exchange forward contracts $ 197,739               

9



NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements 

For the year ended December 31, 2023 and the period from December 19, 2022 (date of 
formation) to December 31, 2022 

 

 

 

 

NewGen Credit Strategies Fund (the “Fund”) is an open-ended mutual fund trust that was established 

under the laws of the Province of Ontario pursuant to a declaration of trust dated January 2, 2019, as 

amended January 28, 2021, February 9, 2021 and December 19, 2022. The Fund inception date is 

December 19, 2022. The Fund commenced active operations on December 29, 2022. NewGen Asset 

Management Limited (the “Manager”), is the manager, portfolio manager, trustee and promoter of the 

Fund. The address of the Manager is Commerce Court North, Suite 2900, 25 King Street West, P.O. 

Box 405, Toronto, Ontario M5L 1G3. 

 
NewGen Asset Management Limited, a corporation established under the laws of the Province of 

Ontario, is the trustee, promoter and portfolio manager of the Fund (the "Manager"). The Manager 

performs management functions for the Fund, including investment management of the Fund's 

portfolio. The prime broker and custodian for the Fund is TD Securities Inc. 

 
The Fund's principal investment objective is to maximize absolute returns for unitholders over the 

typical corporate credit cycle by providing a combination of income and capital gains while minimizing 

the volatility of returns. In order to achieve its investment objective, the Fund intends to invest in a 

concentrated but appropriately diversified portfolio of North American corporate bonds issued by non-

investment grade publicly traded corporations and may also invest in other types of credit securities 

such as term loans, convertible bonds, preferred equity, and common equity securities. The Fund 

may use leverage. The leverage will be created through the use of cash borrowings, short sales and 

derivative contracts. The aggregate gross exposure of the Fund shall not exceed the limits on the use 

of leverage permitted under applicable securities legislation. 

 
The success of the Fund depends on the continued services of the Manager and will be influenced by 

a number of risk factors associated with investments in equities, options, and other instruments and 

the use of leverage, including derivative hedge risk, market liquidity, short sales, portfolio turnover, 

foreign currency exposure, foreign market exposure, and interest rate fluctuations. 

 

1. Basis of presentation: 

These financial statements have been prepared in compliance with International Financial 

Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board 

("IASB"). 

The financial statements were authorized for issue by the Manager on March 27, 2024. 
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NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 
 

2. Material accounting policy information: 

 
The following is a summary of the Fund's material accounting policy information: 
 
Effective January 1, 2023, the Fund adopted the International Accounting Standard 1 

Presentation of Financial Statements ("IAS 1") amendment with regards to disclosure of material 

accounting policies. This amendment did not have a material impact on these financial 

statements. There are no other standards, amendments to standards or interpretations that are 

effective for annual periods beginning on January 1, 2023, that have a material effect on the 

financial statements of the Funds. The material accounting policies applied in the preparation of 

these financial statements are set out below. These policies have been consistently applied to all 

the years presented, unless otherwise indicated. 

 
(a) Financial instruments: 

 
Recognition and initial measurement: 

 
The Fund initially recognizes transactions in financial assets and financial liabilities at fair 

value on the trade date, which is the date on which the Fund becomes a party to the 

contractual provisions of the instrument. Other financial assets and financial liabilities are 

recognized on the date on which they are originated. 

 
A financial asset or financial liability is initially measured at fair value plus, for an item not at 

fair value through profit or loss ("FVTPL"), transaction costs that are directly attributable to 

its acquisition or issue. 

 
(b) Classification: 

 
Classification of financial assets is based on the business model for managing the portfolio 

of assets and the contractual cash flow characteristics of these financial assets. There are 

three principal classification categories for financial assets that are debt securities: 

measured at amortized cost, fair value through other comprehensive income ("FVOCI") and 

FVTPL. Equity securities and derivatives are generally measured at FVTPL unless an 

election is taken to measure at FVOCI. 

 
Financial assets which are held within a business model where the objective is achieved by 

holding to collect the contractual cash flows, rather than holding to sell, are measured at 

amortized cost or FVOCI depending on their contractual cash flow characteristics. The 

Fund therefore is required to assess the contractual terms of the cash flows to determine 

the appropriate classification and measurement of its financial assets.  For those financial 

assets which give rise to cash flows that are solely payments of principal and interest, these 

financial assets are classified and measured at amortized cost. For those financial assets 

which give rise to cash flows that are other than solely payments of principal and interest, 

these financial assets are classified and measured at FVTPL. 
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NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 

2. Material accounting policy information (continued): 

 
The Fund classifies its investments in equities, fixed income, derivatives, warrants and 

options as financial assets at FVTPL. The Fund's obligation for net assets attributable to 

holders of redeemable units is presented at the redemption amount. All other financial 

assets and liabilities are classified and measured at amortized cost. The Fund's accounting 

policies for measuring the fair value of its investments and derivatives are consistent with 

those used in measuring its net asset value ("Trading NAV") for transactions with 

unitholders. 

 

The Fund recognizes financial instruments at fair value upon initial recognition, plus 

transaction costs in the case of financial instruments measured at amortized cost. Regular 

way purchases and sales of financial assets are recognized at their trade date.  

 
(c) Fair value of financial instruments: 

 
Investments measured at fair value are classified into one of three fair value hierarchy 

levels, based on the lowest level input that is significant to the fair value measurement in its 

entirety. The inputs or methodologies used for valuing securities are not necessarily an 

indication of the risk associated with investing in those securities. 

 
The three fair value hierarchy levels are as follows: 

 

• Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities; 
 

• Level 2 - inputs other than quoted prices included in Level 1 that are observable for the 

asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices); 

and 

 

• Level 3 - inputs for the asset or liability that are not based on observable market data 

(unobservable inputs). 

 
(d) Valuation of investments: 

 
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 in the 

principal or, in its absence, the most advantageous market to which the Fund has access at 

that date. The fair value of a liability reflects its non-performance risk. 
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NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 
 

2. Material accounting policy information (continued): 
 

When available, the Fund measures the fair value of an instrument using the quoted price 

in an active market for that instrument. A market is regarded as active in transactions for 

the asset or liability that take place with sufficient frequency and volume to provide pricing 

information on an ongoing basis. The Fund measures instruments quoted in an active 

market at the last sale or close price, where the close price falls within the day's bid-ask 

spread. In circumstances where the close price is not within the day's bid-ask spread, the 

Manager determines the point within the bid-ask spread that is most representative of fair 

value based on specific facts and circumstances. 

 
The fair value of financial assets and liabilities that are not traded in an active market (for 

example, over-the-counter derivatives) is determined using valuation techniques. The Fund 

uses a variety of methods and makes assumptions that are based on market conditions 

existing at each statement of financial position date. Valuation techniques used include the 

use of comparable recent arm's-length transactions, discounted cash flow analysis, option 

pricing models and other valuation techniques commonly used by market participants. 

 
Investments in private companies and other assets for which no published market exists  

are initially valued at cost and adjusted each reporting period, when appropriate, to reflect 

the most recent value at which such securities have been exchanged in an arm's length 

transaction which approximates a trade effected in a published market, unless a different 

fair market value is otherwise determined to be appropriate by the Manager. 

 
Derivative transactions: 

 
The Fund may use derivative contracts to enhance returns of the Fund and to manage risks 

associated with the investments. The value of the contracts is marked to market on the 

Valuation Day (being the day the Toronto Stock Exchange ("TSX") is open) and the 

resultant gains and losses, both realized and unrealized, are recognized in the statements 

of comprehensive income (loss). 

 
The premium received upon writing a call option is recorded as a deferred credit. Upon 

expiry of the option or when the option is exercised by its holder, the premium is recognized 

as a gain and is included in net realized gain on sale of investments, including foreign 

exchange adjustments, in the statements of comprehensive income (loss). 
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NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 
 

2. Material accounting policy information (continued): 

 
(e) Offsetting financial instruments: 

 
Financial assets and liabilities are offset and the net amount reported in the statements of 

financial position when there is a legally enforceable right to offset the recognized amounts 

and there is an intention to settle on a net basis, or to realize the asset and settle the 

liability simultaneously. In the normal course of business, the Fund enters into various 

master netting agreements or similar agreements that do not meet the criteria for offsetting 

in the statements of financial position but still allow for the related amounts to be offset in 

certain circumstances, such as bankruptcy or termination of the  contracts. 

 

(f) Investment entity: 
 

The Fund has determined that it is an investment entity as defined by IFRS 10, 

Consolidated Financial Statements ("IFRS 10") and the amendments to IFRS 10, as the 

following conditions exist: 

 
(i) The Fund has obtained funds from one or more investors for the purpose of providing 

those investors with investment management services; 

 
(ii) The Fund has committed to its investors that its business purpose is to invest funds 

solely for returns from capital appreciation and investment income; and 

 
(iii) The Fund measures and evaluates the performance of substantially all of its 

investments on a fair value basis. 

 
As an investment entity, the Fund is exempted from consolidating particular subsidiaries 

and instead is required to measure its investments in these particular subsidiaries at 

FVTPL. 

 

(g) Derecognition: 
 

Other financial assets are derecognized when and only when the contractual rights to the 

cash flows from the asset expire; or it transfers the financial asset and substantially all the 

risks and rewards of ownership of the asset to another entity. The Fund derecognizes 

financial liabilities when, and only when, the Fund's obligations are discharged, cancelled or 

they expire. 
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NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 
 

2. Material accounting policy information (continued): 

 
(h) Commissions and other portfolio transaction costs: 

 
Commissions and other portfolio transaction costs are incremental costs that are directly 

attributable to the acquisition, issue or disposal of an investment, which include fees and 

commissions paid to agents, advisors, brokers and dealers, levies by regulatory agencies 

and securities exchanges, and transfer taxes and duties. Such costs are expensed and are 

included in commissions and other portfolio transaction costs in the statements of 

comprehensive income (loss). 

 
(i) Cost of investments: 

 
The cost of investments represents the amount paid for each security and is determined on 

an average cost basis excluding commissions and other portfolio transaction costs. 

 
(j) Investment transactions and revenue recognition: 

 
Investment transactions are accounted for on the trade date. Interest income is accrued 

daily based on the stated coupon and dividend income is recognized on the ex-dividend 

date. 

 
Realized gain/loss on sale of investments and unrealized appreciation/depreciation in 

investments are determined on an average cost basis. Average cost does not include 

amortization of premiums or discounts on fixed income securities with the exception of 

zero-coupon bonds. 

 
(k) Use of estimates: 

 
The preparation of financial statements in accordance with IFRS requires management to 

use judgement in applying its accounting policies and to make estimates and assumptions 

about the future. Estimates are continually evaluated and based on historical experience 

and other factors, including expectations of future events that are believed to be reasonable 

under the circumstances. Actual results could differ from those estimates.  

 

The following discusses the most significant accounting judgments and estimates that the 

Fund has made in preparing the financial statements: 

 

Note 6 – unobservable inputs used in measuring financial instruments categorized as Level 

3 in the fair value hierarchy. 
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NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 
 

2. Material accounting policy information (continued): 

 
(l) Income taxes: 

 
The Fund is taxable under the Income Tax Act (Canada) (the "Tax Act") on all of its taxable 

income for the year (including net taxable capital gains) and is permitted a deduction in 

computing its income tax under the Tax Act for all amounts which are paid or payable in the 

year to unitholders. As all such amounts are always payable to the unitholders, no tax will 

be payable on such amounts for the year. Withholding taxes on foreign dividend income 

are deducted at source. 

 
(m) Translation of foreign currencies: 

 
The functional and presentation currency of the Fund is the Canadian dollar. The fair value 

of foreign investments and other assets and liabilities denominated in foreign currencies 

are translated into Canadian dollars at the exchange rates prevailing on each Valuation 

Day. Purchases and sales of foreign securities denominated in foreign currencies and the 

related income are translated into Canadian dollars at rates of exchange prevailing on the 

respective dates of such transactions. 

 
Foreign exchange gains and losses relating to cash and FVTPL assets and liabilities are 

presented in the statements of comprehensive income (loss) with net realized gain/loss on 

sale of investments, including foreign exchange adjustments, and net change in unrealized 

appreciation/depreciation in value of investments, including foreign exchange adjustments. 

 

(n) Net assets attributable to holders of redeemable units per unit: 
 

The net assets attributable to holders of redeemable units per unit is calculated by dividing 

the net assets attributable to holders of redeemable units of a particular class of units by 

the total number of units of that particular class outstanding at the end of year. 

 
Expenses directly attributable to a class are charged directly to that class. Income, realized 

and unrealized gains and losses from investments and other expenses are allocated 

proportionately to each class based upon the relative net assets attributable to holders of 

redeemable units of each class. 
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NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 
 

2. Material accounting policy information (continued): 

 
(o) Increase (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 is 

based on the increase in net assets attributable to holders of redeemable units attributed to 

each class of units, divided by the weighted average number of units outstanding of that 

class during the year. 

 
(p) Redeemable units: 

 
For each Fund unit sold, the Fund receives an amount equal to the net asset value per unit 

at the date of sale, which is included in net assets attributable to holders of redeemable 

units. Units are redeemable at the option of unitholders at their net asset value on the 

redemption date. For each unit redeemed, net assets attributable to holders of redeemable 

units are reduced by the net asset value of the unit at the date of redemption. The 

redeemable units are measured at the current value of the Fund's net assets and are 

considered a residual amount of the net assets attributable to holders of redeemable units. 

These units are classified as financial liabilities due to multiple classes, with non-identical 

features. 

 
(q) Other assets and liabilities: 

 
Interest and dividends receivable, subscriptions receivable, prepaid expenses, receivable 

for investment sold and other receivables are classified as measured at amortized cost. 

Accounts payable and accrued liabilities, due to broker, redemptions payable, management 

fees payable, performance fees payable, dividends payable on investments sold short, 

payable for investments purchased and other payables are classified as financial liabilities 

and reported at amortized cost. Financial liabilities are generally settled within three months 

of issuance. Other assets and liabilities are short-term in nature and are carried at 

amortized cost which approximates fair value. 
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NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 
 

2. Material accounting policy information (continued): 
 

(r) Cash: 
 

The Fund has a prime brokerage agreement with its broker to carry its accounts as a 

customer. The broker has custody of the Fund's securities and, from time to time, cash 

balances which may be due from/due to the broker. 

 
Financial instruments and/or cash positions serve as collateral for any amounts due to 

broker or as collateral for any securities sold, not yet purchased or securities purchased on 

margin. The securities and/or cash positions also serve as collateral for potential defaults of 

the Fund. 

 
The Fund is subject to credit risk if the broker is unable to repay balances due or deliver 

securities in their custody. 

 

(s) Subscriptions receivable: 
 

Subscriptions receivable relate to the issuance of the Fund units for which cash has not yet 

been received.  

 

(t) Redemptions payable: 
 

Redemptions payable consists of units redeemed during the year for which cash has not 

yet been paid.  

 

3. Related party transactions: 

 
(a) Management fees: 

 
The Manager receives a management fee payable by the Fund for providing its services to 

the Fund. The management fee varies for each class of units. The management fee is 

calculated and accrued daily based on a percentage of the net asset value of the class of 

units of the Fund, plus applicable taxes, and is payable on the last day of each calendar 

month. 

• Class C Founders units: 0.75% per annum 
 

• Class F units: 1.00% per annum 
 

• Class F (USD) units: 1.00% per annum 
 

• Class G units: 2.00% per annum 
 

• Class G (USD) units: 2.00% per annum  
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NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 
 

3. Related party transactions (continued): 

 
• Class I units: Negotiated by the investor and paid directly by the investor. The 

management fee rate would not exceed the management fee payable on Class G units 

of the Fund. 

 
(b) Performance fees: 

 
The Manager receives a performance fee in respect of each class of units of the Fund. The 

Fund will pay the Manager a performance fee each calendar quarter (a "Performance Fee 

Determination Period") equal to 15% of the Net Profit (as defined below) of each applicable 

class of units subject to the High Watermark (as defined below). The performance fee will 

be calculated and accrued for each class on a daily basis during each Performance Fee 

Determination Period and, with respect to an intra-quarter redemption of units of a class, on 

the relevant redemption date. 

 
Net Profit means, in respect of any class of units of the Fund for any Valuation Day, the 

positive amount (if any) calculated by deducting the NAV per unit of the class for that 

Valuation Day from the highest NAV per unit in respect of which a performance fee liability 

has previously arisen (the "High Watermark") (or the initial offering price of the units if no 

performance fee liability has previously arisen in respect of such class of units). The 

performance fee will be determined by multiplying the amount of Net Profit by the total 

number of the units of such class outstanding at the close of business on such Valuation 

Day. 

 

No performance fee shall be paid in respect of a class unless the class NAV per unit 

exceeds the High Watermark and, in such circumstances, a performance fee shall only be 

paid on that portion of the Net Profit that exceeds the High Watermark. 

 

Investors in Class I units may negotiate a performance fee to be paid by the investor that is 

different than the one described above or no performance fee at all. 
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NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 
 

3. Related party transactions (continued): 
 

(c) Related party shareholding: 
 
The Manager and its officers invest in Class I units of the Fund from time to time in the 

normal course of business. All transactions with the Manager are measured at the exchange 

amounts. As at December 31, 2023, 56,316 Class I units (2022 – 15,050 Class I units) were 

owned by the Manager and its officers, which represents $616,424 (2022 - $150,500) in net 

assets attributable to holders of redeemable units.  

 

4. Redeemable units of the Fund: 

 
The Fund is authorized to issue an unlimited number of redeemable units, issuable in an 

unlimited number of classes, each of which represents an equal, undivided, beneficial interest 

in the net assets attributable to holders of redeemable units of the Fund. Each unit of each 

class entitles the holder to vote, with one vote for each $1 of net assets attributed to such unit 

and to participate equally with respect to any and all distributions made by the Fund. Units of a 

class may be consolidated and/or redesignated by the Manager. 

 
The Fund has created Class C Founders, Class F, Class F (USD), Class G, Class G (USD) and 

Class I units. Class C Founders units are available for purchase only until such time as the 

class reaches a net asset value of $50,000,000 (the “Founders Investment Period”). Class C 

Founders units will be available during the Founders Investment Period to investors who are 

enrolled in a dealer-sponsored fee arrangement and who are subject to an annual asset-based 

fee rather than commission on each transaction or, at the discretion of the Manager, any other 

investor for whom the Manager does not incur distribution costs. Class F units are available to 

investors who are enrolled in a dealer-sponsored fee arrangement and who are subject to an 

annual asset- based fee rather than commissions on each transaction or, at the discretion of 

the Manager, any other investor for whom the Manager does not incur distribution costs. Class 

G units are available to all investors. Class I units are available to institutional investors or to 

other investors on a case-by-case basis, all at the discretion of the Manager. Class I units are 

generally only available for certain individual investors who make large investments in the 

Fund. The net asset value of the Fund is calculated in Canadian dollars and the Class C 

Founders, Class F, Class G, and Class I units are denominated in Canadian dollars.  

 
The Manager may from time to time, at its discretion, determine the terms upon which units of a 

Fund will be offered for sale to the public, including the currency at which the subscription price 

will be paid, and the nature and amount of any fees or charges to be paid by investors in that 

Fund, whether at the time of purchase or on such other basis as the Manager shall determine. 
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NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 
 

4. Redeemable units of the Fund (continued): 
 

The unit activity during the year ended December 31, 2023 and period from December 19, 2022 
(date of formation) to December 31, 2022 is as follows: 
 

 
 

 

(a) Distributions: 
 
The Fund has a policy to make distributions monthly at a rate determined from time to time 

by the Manager. These distributions are not guaranteed and may change at any time at our 

discretion. The Fund will also distribute, in respect of each taxation year, any net income 

and net realized capital gains in excess of the monthly distributions at the end of each 

taxation year (normally December 31), or at such other times as may be determined by the 

Manager. 

 
If the monthly distributions exceed the Fund's net income and net realized capital gains for 

the year, a portion of the Fund's distributions to unitholders may represent return of capital. 

 
  

2023

Class C 100                       2,943,280      xx (178,470)            xx 84,744               2,849,654         

Class F 100                       7,204             xx –                        xx 134                    7,438                

Class F USD 100                       13,953           xx –                        xx 229                    14,282              

Class G 5,025                    103,243         xx (3,367)                xx 4,232                 109,133            

Class G USD 100                       –                    xx –                        xx 6                        106                   

Class I 40,241                  89,336           xx –                        xx 10,953               140,530            

2022

Class C –                           100                –                        –                        100                   

Class F –                           100                –                        –                        100                   

Class F USD –                           100                –                        –                        100                   

Class G –                           5,025             –                        –                        5,025                

Class G USD –                           100                –                        –                        100                   

Class I –                           40,241           –                        –                        40,241              

 Redeemable 

Units, beginning 

of year 

 Redeemable 

Units Issued 

 Redemptions 

of Redeemable 

Units 

 Reinvestments 

of Units 

 Redeemable 

Units, end of 

year 
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NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 
 

4. Redeemable units of the Fund (continued): 
 

(a) Capital risk management: 
 

The capital of the Fund is represented by issued and redeemable units. The units are 

entitled to distributions, if any, and to payment of a proportionate share based on the 

Fund's Net Asset Value per unit upon redemption. The Fund has no restrictions or specific 

capital requirements on the subscriptions and redemptions of units. The relevant 

movements are shown on the statements of changes in net assets attributable to holders of 

redeemable units. In accordance with its investment objective and strategy, and the risk 

management practices, the Fund endeavors to invest the subscriptions received in 

appropriate investments while maintaining sufficient liquidity to meet redemptions, such 

liquidity being augmented by short-term borrowings or disposal of investments where 

necessary. 

 

5. Financial risk management: 
 

(a) Management of financial instrument risks: 

 
In the normal course of business, the Fund is exposed to a variety of financial risks: credit 

risk, liquidity risk, leverage risk and market risk (including interest rate risk, other price risk 

and currency risk). The value of investments within the Fund's portfolio can fluctuate on a 

daily basis as a result of changes in interest rates, economic conditions, the market and, 

company news related to specific securities within the Fund. The level of risk depends on 

the Fund's investment objective and the type of securities it invests in. 

 

(b) Credit risk: 
 

Credit risk is the risk that the counterparty to a financial instrument will fail to discharge an 

obligation or commitment that it has entered into with the Fund. Where the Fund invests in 

debt instruments and derivatives, this represents the main concentration of credit risk. The 

fair value of debt instruments and derivatives includes consideration of the credit 

worthiness of the issuer, and accordingly, generally represents the maximum credit risk 

exposure of the Fund. 

 

The Fund has provided the prime brokers with a general lien over financial assets held in 

custody as security for the prime broker exposures relating to provision of custody services 

to the Fund. The Fund's cash is held with TD Securities Inc and Scotiabank, which are 

rated A+ by S&P Global Rating. 
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NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 
 

5. Financial risk management (continued): 

 
(b) Credit risk: 

 

The following table is a summary of the Fund's debt instruments by credit rating, excluding 

cash, as at December 31, 2023. 

 

As at December 31, 2022, the Fund did not hold investments in debt instruments.  

 

(c) Liquidity risk: 
 

Liquidity risk is defined as the risk that the Fund may not be able to settle or meet its 

obligation on time or at a reasonable price. 

 

The Fund's exposure to liquidity risk is concentrated in the periodic cash redemptions of 

units. The Fund primarily, directly or indirectly, invests in securities that are traded in active 

markets and can be readily disposed of. In addition, the Fund generally retains sufficient 

cash and cash equivalent positions to maintain liquidity. 

 

The Fund may employ the use of derivatives to moderate certain risk exposures. There is 

no guarantee that a market will exist for some derivatives and it is possible that the 

exchanges may impose limits on trading of derivatives. 

 

All financial liabilities are due between one and three months except for net assets 

attributable to redeemable units. 

 

 

 

Percentage of Net Asset Value

Debt instruments 

by credit rating* December 31, 2023

AAA 2.86%

BBB 1.14%

BBB- 9.72%

BB+ 9.66%

BB 10.60%

BB- 5.90%

B+ 11.65%

B 2.50%

B- 2.65%

CCC+ 4.84%

CCC 2.59%

NR 14.14%

*Excludes cash and cash equivalents.
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Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 
 
5. Financial risk management (continued): 

 

(d) Leverage risk: 
 

When the Fund makes investments in derivatives, borrows cash for investment purposes, 

or uses physical short sales on equities, fixed income securities or other portfolio assets, 

leverage may be introduced into the Fund. Leverage occurs when the Fund's aggregate 

gross exposure to underlying assets is greater than the amount invested. Leverage may 

increase volatility, may impair the Fund's liquidity and may cause the Fund to liquidate 

positions at unfavorable times. 

 

The aggregate gross exposure of the Fund, to be calculated as the sum of the following, 

must not exceed three times the Fund's net asset value: (i) the aggregate value of the 

Fund's outstanding indebtedness under any borrowing agreements; (ii) the aggregate 

market value of physical short sales on equities, fixed income securities or other portfolio 

assets; and (iii) the aggregate notional value of the Fund's specified derivatives positions 

excluding any specified derivatives used for hedging purposes. 

 

During the year ended  December 31, 2023, the Fund's lowest and highest aggregate gross 

exposure was 49% (2022 – nil%) and 184% (2022 – nil%)  of the Fund's NAV, respectively. 

The primary source of leverage was short positions in credit securities. The low and high 

end of the range are as a result of the Fund's investing activities, and timing of 

subscriptions and/or redemptions. The Fund's strategy is outlined in the Simplified 

Prospectus. 

 
The Manager monitors, on a daily basis, that the Fund's aggregate gross exposure is less 

than three times the Fund's net asset value. 

 

(e) Market risk: 
 

(i) Interest rate risk: 

 
Interest rate risk arises from the possibility that changes in interest rates will affect 

future cash flows or fair values of financial instruments. 
 

Interest rate risk arises when the Fund invests in interest-bearing financial instruments. 

The Fund is exposed to the risk that the value of such financial instruments will 

fluctuate due to changes in the prevailing levels of market interest rates. There is 

minimal sensitivity to interest rate fluctuations on any cash and cash equivalents 

invested at short-term market interest rates. 
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Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 

 
5. Financial risk management (continued): 

 
(e) Market risk (continued): 

 
(i) Interest rate risk (continued): 

 
The Fund actively manages its interest rate exposure, but net assets tend to be more 

affected by changes in credit spreads than by changes in underlying interest rates. As 

the majority of the portfolio is in shorter duration high yield bonds with a significant 

weight in cash and cash-like instruments, interest rate sensitivity tends to be less 

pronounced than other fixed income asset classes. As of December 31, 2023, the 

fund’s interest rate exposure by duration bucket is as follows: 

 

 
 

In practice, actual trading results may differ from the above sensitivity analysis and the 

difference could be material.  

 

As at December 31, 2022, the Fund did not hold investments in debt instruments.  

 

  

Debt instruments* by 

maturity date December 31, 2023

Less than 1 year 1,776,352$                

1 - 3 years 11,618,263                

3 - 5 years 3,667,182                  

Greater than 5 years 9,041,866                  

Net exposure 26,103,663$              

Effect in %

76.17                         

*Excludes due from broker

Net assets attributable to holders of redeemable units 
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5. Financial risk management (continued): 
 

(ii) Other price risk: 
 

Other price risk is the risk that the fair value or future cash flows of financial instruments 

will fluctuate because of changes in market prices (other than those arising from 

interest rate risk or currency risk). 
 

All investments represent a risk of loss of capital. The Manager aims to moderate this 

risk through careful selection and diversification of securities and other financial 

instruments in accordance with the Fund's investment objective and strategy. Except 

for written options and securities sold short, the maximum risk resulting from financial 

instruments is determined by the fair value of the financial instruments. Possible losses 

from written options and securities sold short could be unlimited. The Fund's overall 

market positions are monitored on a regular basis by the Manager. Financial 

instruments held by the Fund are susceptible to market price risk arising from 

uncertainties about future prices of the instruments. 

 

As at December 31, 2023, 18.9% (2022 – nil%) of the Fund's net assets attributable to 

holders of redeemable units were invested in securities traded on North American 

stock exchanges, while 2.9% (2022 – nil%) of the Fund's net assets attributable to 

holders of redeemable units were sold short against securities on North American 

stock exchanges. If security prices on the North American stock exchanges had 

increased or decreased by 10% as at the year end, with all other factors remaining 

constant, net assets attributable to holders of redeemable units could possibly have 

increased or decreased by approximately $547,264 or 1.6% (2022 - $nil or nil%) of net 

assets attributable to holders of redeemable units, respectively. In practice, the actual 

results may differ from this sensitivity analysis and the difference could be material. 

 
(iii) Currency risk: 

 
Currency risk is the risk that the value of a financial instrument will fluctuate due to 

changes in foreign exchange rates. 

 
Currency risk arises from financial instruments that are denominated in a currency 

other than  Canadian dollars, which represents the functional currency of the Fund. 
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5. Financial risk management (continued): 
 

(iii) Currency risk (continued): 
 
Currencies to which the Fund had exposure as at December 31, 2023 are as follows: 
 

 

 
As at December 31, 2022, the Fund did not have significant currency risk exposure. 

 
6. Classification of financial instruments - fair value measurements: 

 
The following table summarizes the levels within the fair value hierarchy in which the fair value 

measurements of the Fund's investments fall as at December 31, 2023: 

 
 

During the year ended December 31, 2023, there were no transfer of levels between securities. 

 

The Fund did not hold any investments as at December 31, 2022. 

  

Currency Monetary Non-Monetary Total Monetary Non-Monetary Total

December 31, 2023

U.S. Dollar $ (17,102,607) $ 17,146,045 $ 43,438 $ (855,130) $ 857,302  $ 2,172  

$ (17,102,607) $ 17,146,045 $ 43,438 $ (855,130) $ 857,302  $ 2,172  

% of Net Assets 

Attributable to Holders 

of Redeemable Units (49.91)          50.04          0.13     (2.50)       2.50        0.00    

Exposure

Impact if CAD strengthened or 

weakened by 5% in relation to 

other currencies

Level 1 Level 2 Level 3 Total

Assets

Common stocks $ 6,471,452       $ –                     $ –                     $ 6,471,452       

Fixed Income 1,768,559       25,419,887     –                     27,188,446     

Options 9,139              –                     –                     9,139              

Forwards –                     200,349          –                     200,349          

$ 8,249,150       $ 25,620,236     $ –                     $ 33,869,386     

Liabilities

Common stocks $ 1,004,156       $ –                     $ –                     $ 1,004,156       

Fixed Income 357,222          727,561          –                     1,084,783       

Options 3,796              –                     –                     3,796              

Forwards –                     2,610              –                     2,610              

$ 1,365,174       $ 730,171          $ –                     $ 2,095,345       

27



NEWGEN CREDIT STRATEGIES FUND 
Notes to Financial Statements (continued) 

For the year ended December 31, 2023 and period from December 19, 2022 (date of formation) to 
December 31, 2022 

 

 

 

 

7.       Derivative financial instruments: 
 

The Fund holds the following derivative instruments:  

 

Warrants: 

 

A warrant is a contractual arrangement under which the issuer grants the holder the right, but 

not the obligation, either to buy at or by a set date or during a set period, a specific amount of 

securities or a financial instrument at a predetermined price directly from the issuer of the 

underlying securities. The Fund is exposed to price risk on purchased warrants only to the 

extent of their carrying amount, which is their fair value. 

 

The following table details the Fund’s investments in warrants as at December 31, 2023: 

 

 

 

As at December 31, 2022, the Fund did not hold any investments in the warrants.  

 

Options: 
 
An option is the right to buy (a call option) or to sell (a put option) a specified amount or value 

of a particular underlying interest (e.g. equity securities, stock indices, government debt 

securities, commodity or foreign currencies) at a fixed exercise price by exercising the option 

before its expiration date. The option may also be settled in cash, based on the difference 

between the exercise settlement value and the fixed exercise price. 

 

The following table summarizes the Fund's investments in options as at December 31, 2023: 
 

 
 

As at December 31, 2022, the Fund did not hold any investments in the options. 

  

Description Maturity Date Strike price

Notional 

Amount Fair value

Constellation Software Inc. 31-Mar-40 $ 0.31              $ (3)                       $ –                      

Description

Maturity 

Date Strike price

Notional 

Amount

BMO Equal Weight Banks Index ETF 20-Dec-24 $ 25.00 312,500$            

iShares S&P/TSX 60 Index ETF 20-Dec-24 21.00 243,600              

BlackBerry Ltd. 19-Jan-24 3.50 52,500                

Financial Select Sector SPDR Fund 20-Sep-24 24.00 60,000                

iShares iBoxx High Yield Corporate Bond ETF 19-Jan-24 72.00 4,140,000           

iShares iBoxx High Yield Corporate Bond ETF 19-Jan-24  69.00 (3,967,500)          
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8. Expenses: 
 

The Manager has the power to incur and make payment out of the Fund's property any 

charges or expenses which, in the opinion of the Manager, are necessary or incidental to, or 

proper for, carrying out any of the purposes of the Trust Agreement, including without limitation 

all fees and expenses relating to the management and administration of the Fund. 

 
The Fund pays its own brokerage commissions for portfolio transactions, fees associated with 

securities lending transactions and related transaction fees, operating expenses, other than 

advertising costs and costs of dealer compensation programs, which are paid by the Manager. 

Operating expenses include, but are not limited to, brokerage commissions and fees (if 

applicable), taxes, audit and legal fees, fees of the members of the independent review 

committee ("IRC"), costs and fees in connection with the operation of the IRC (including the 

costs of holding meetings, and fees and expenses of any advisers engaged by the IRC), 

safekeeping and custodial fees, interest expenses, operating, administrative and systems 

costs, investor servicing costs and costs of financial and other reports to investors, as well as 

prospectuses, annual information forms and fund facts. Operating expenses and other costs of 

the Fund are subject to applicable taxes including HST. 

 

9. Increase (decrease) in net assets attributable to holders of redeemable units per unit: 

 
The increase (decrease) in net assets attributable to holders of redeemable units per unit for 

the year ended December 31, 2023 and the period from December 19, 2022 (date of 

formation) to December 31, 2022 is calculated as follows: 

 

Increase (decrease) in 

net assets attributable to 

holders of redeemable 

units per Class

Weighted average of 

redeemable units 

outstanding during the 

year

Increase (decrease) in 

net assets attributable to 

holders of redeemable 

units per unit

December 31, 2023

Class C $                         1,507,682                           1,437,557 $                                   1.05 

Class F                                   3,898                                  3,893                                      1.00 

Class F USD                                   2,605                                  5,486                                      0.47 

Class G                                 59,769                                64,232                                      0.93 

Class G USD                                      146                                     101                                      1.45 

Class I                               197,996                              116,797                                      1.70 

December 31, 2022

Class C $                                       – 100                                   $                                        – 

Class F                                          – 100                                                                             – 

Class F USD                                          – 100                                                                             – 

Class G                                         (2) 5,025                                (0.00)

Class G USD                                          – 100                                                                             – 

Class I                                       (12) 40,241                              (0.00)
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10. Income tax: 
 

The Fund qualifies as a mutual fund trust under the provisions of the Tax Act and, accordingly, 

is not subject to tax on its net taxable income for the tax year ending in December, including net 

realized capital gains, that is paid or payable to its unitholders as at the end of the tax year. 

However, such part of the Fund's net income and net realized capital gains that is not so paid 

or payable, is subject to income tax. Income tax on net realized capital gains not paid or 

payable is generally recoverable by virtue of refunding provisions contained in tax legislation, 

as redemptions occur. It is the intention of the Fund to distribute all of its income and sufficient 

net realized capital gains so that the Fund will not be subject to income tax. 

 
The Fund is subject to withholding taxes on foreign income. In general, the Fund treats 

withholding tax as a charge against income for tax purposes. 

 

As at December 31, 2023, the Fund had net capital loss carryforwards of nil (2022 – nil) and 

non-capital loss carryforwards of nil (2022 – nil). 

 

11. Brokerage commissions and soft dollars: 
 

Commissions paid to brokers in connection with portfolio transactions are disclosed in the 

Fund's statements of comprehensive income (loss). Brokerage business is allocated in good 

faith based on which broker can deliver to the Fund the best results in relation to order 

execution and research services utilized. Subject to these criteria, the Manager may allocate 

business to brokers that provide or pay for, in addition to transaction execution, investment 

research, statistical or other similar services. The ascertainable "soft dollar" value received as a 

percentage of total commissions and other portfolio transaction costs paid during the year 

ended December 31, 2023 and the period from December 19, 2022 (date of formation) to 

December 31, 2022, is disclosed below. 

 

 

 

December 31, 2023 December 31, 2022

Soft dollar relationships 3                        -                          

Percentage of total commissions and other portfolio transaction 100.00% 0.00%

costs
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