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Disclosure of Auditor’s Review:

ScotiaMcLeodTM Canadian Core Portfolio

The accompanying unaudited interim financial statements have been prepared by First Defined 
Portfolio Management Co., the Manager of the ScotiaMcLeodTM Canadian Core Portfolio (the 
“Trust”). The Trust’s Manager is responsible for the information and representations contained 
in these interim financial statements and other sections of the report.

The Trust’s independent auditors have not performed a review of these interim financial 
statements.

The interim financial statements have been prepared in accordance with Canadian generally 
accepted accounting principles and include certain amounts that are based on estimates and 
judgments. The significant accounting policies which management believes are appropriate for 
the Trust is described in note 3 to the interim financial statements.

 

Mark Bradley Ron McAlister
Director Director
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ScotiaMcLeod™ Canadian Core Portfolio
SCHEDULE OF INVESTMENTS As at December 31, 2009 (unaudited)

Number 
of Shares Category

Average 
Cost ($)

Fair 
Value ($) % of Total

 110,409 AGF Management Ltd. Common Stock  1,962,398  1,873,641  5.34 
 32,962 Agrium Inc. Common Stock  1,667,045  2,132,971  6.08 
 36,759 Bank of Nova Scotia Common Stock  1,199,772  1,808,175  5.16 
 40,695 Barrick Gold Corp. Common Stock  1,416,548  1,684,773  4.80 
 73,407 Brookfield Asset Management Inc. Common Stock  2,219,094  1,713,319  4.89 
 30,459 Canadian National Railway Co. Common Stock  1,183,511  1,740,732  4.96 
 24,021 Canadian Natural Resources Ltd. Common Stock  1,158,214  1,817,669  5.18 
 65,718 Great-West Lifeco Inc. Common Stock  1,658,414  1,762,557  5.03 
 78,566 Manulife Financial Corp. Common Stock  1,685,412  1,516,324  4.32 
 68,022 Nexen Inc. Common Stock  1,872,915  1,710,073  4.88 
 21,263 Research In Motion Ltd. Common Stock  1,664,349  1,508,822  4.30 
 52,871 Rogers Communications Inc. Common Stock  1,458,605  1,721,480  4.91 
 31,034 Royal Bank of Canada Common Stock  1,252,868  1,749,076  4.99 
 35,376 Shoppers Drug Mart Corp. Common Stock  1,497,280  1,605,717  4.58 
 52,770 Sun Life Financial Inc. Common Stock  2,095,842  1,592,071  4.54 
 44,796 Suncor Energy Inc. Common Stock  1,232,800  1,662,380  4.74 
 88,732 Talisman Energy Inc. Common Stock  1,687,162  1,734,711  4.95 
 61,158 Teck Resources Ltd. Common Stock  910,626  2,244,498  6.41 
 48,112 Thomson Reuters Corp. Common Stock  1,665,115  1,630,997  4.65 
 51,309 TransCanada Corp. Common Stock  1,868,455  1,854,820  5.29 

Total investments  31,356,425  35,064,806  100.00 

Transaction costs  (15,271)  –  –  

Net investments 31,341,154 35,064,806  100.00 
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ScotiaMcLeod™ Canadian Core Portfolio
STATEMENTS OF NET ASSETS As at December 31 (unaudited) and June 30 (audited)

December 31, 
2009 ($)

June 30, 
2009 ($)

Assets
Investments, at fair value  35,064,806  28,415,232 
Cash  514,105  666,560 
Subscriptions receivable  29,816  150,255 
Accrued investment income receivable  68,011  71,658 
Due from Manager  6,310  3,526 

 35,683,048  29,307,231 
Liabilities
Redemptions payable  2,025  49,504 
Accrued liabilities  105,041  108,885 
Distributions payable  –  4,002 

 107,066  162,391 
Total net assets and unitholders’ equity  35,575,982  29,144,840 
Total Unitholder Equity for each class
 Series A  30,132,910  24,681,611 
 Series F  5,443,072  4,463,229 
Units outstanding [note 5]
 Series A  1,635,964  1,542,751 
 Series F  280,512  266,154 
Net assets per class
 Series A  18.42  16.00 
 Series F  19.40  16.77 
Investments, at average cost  31,341,154  30,116,633 

STATEMENTS OF OPERATIONS For the periods ended December 31 (unaudited)
December 31, 

2009 ($)
December 31, 

2008 ($)
Revenues
Dividends, net of withholding taxes  424,864  278,580 
Interest  39,803  156,460 
Other income  1,093  518 

 465,760  435,558 
Expenses [note 6]
Management fees  214,907  143,556 
Custody fees  27,843  28,145 
Securityholder reporting costs  22,945  29,415 
Other expenses 13,700 51,446
Audit fees  8,148  12,003 
Independent Review Committee fees 3,306 2,089
Trustee fees  2,500  2,500 

 293,349  269,154 
Net investment income  172,411  166,404 
Realized and unrealized gain (loss) on investments
Net realized gain (loss) on investments [note 7]  (1,068,051)  (333,921)
Transaction costs [note 3]  (16,783)  (13,270)
Change in unrealized appreciation (depreciation) of investments  5,425,053  (11,666,563)
Net gain (loss) on investments  4,340,219  (12,013,754)
Net increase (decrease) in net assets resulting from operations  4,512,630  (11,847,350)
Increase (decrease) in net assets from operations for each class
Series A  3,798,565  (9,946,803)
Series F  714,065  (1,900,547)
Increase (decrease) in net assets from operations per unit
Series A  2.40  (6.68)
Series F  2.64  (6.97)

See accompanying notes.

On behalf of the Trustee,
RBC Dexia Investor Services Trust

.................................................................................... Trustee

.................................................................................... Trustee
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ScotiaMcLeod™ Canadian Core Portfolio
STATEMENTS OF CHANGES IN NET ASSETS For the periods ended December 31 (unaudited)

2009 
Series A ($)

2008 
Series A ($)

2009 
Series F ($)

2008 
Series F ($)

Net assets, beginning of period  24,681,611  28,806,079  4,463,229  5,464,159 
Net increase (decrease) in net assets 
resulting from operations  3,798,565  (9,946,803)  714,065  (1,900,547)

Capital unit transactions [note 5]     
Proceeds from issuance of units  3,219,520  2,046,696  557,656  497,203 
Reinvested distribution  259  –  –  – 
Redemption of units  (1,567,045)  (1,122,559)  (291,878)  (322,275)

 1,652,734  924,137  265,778  174,928 
Increase (decrease) in net assets
 for the period  5,451,299  (9,022,666)  979,843  (1,725,619)

Net assets, end of period  30,132,910  19,783,413  5,443,072  3,738,540 

2009 
Total ($)

2008 
Total ($)

Net assets, beginning of period  29,144,840  34,270,238 
Net increase (decrease) in net assets 
resulting from operations  4,512,630  (11,847,350)

Capital unit transactions [note 5]
Proceeds from issuance of units  3,777,176  2,543,899 
Reinvested distribution  259  – 
Redemption of units  (1,858,923)  (1,444,834)

 1,918,512  1,099,065 
Increase (decrease) in net assets
 for the period  6,431,142  (10,748,285)

Net assets, end of period  35,575,982  23,521,953 

See accompanying notes.



ScotiaMcLeod™ Canadian Core Portfolio
Notes to Financial Statements 
December 31, 2009 and 2008 (unaudited)
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1. THE TRUST

ScotiaMcLeodTM Canadian Core Portfolio (the “Trust”) is part of a series of investment trusts offered under the 
name First Trust Portfolios, all of which have a portfolio of securities and different investment objectives.

The Trust was created under the laws of the Province of Ontario pursuant to a trust agreement on
September 29, 2003. The units of the Trust are offered on a continuous basis. Units of the Trust may be 
redeemed at the net asset value thereof next determined following receipt by the Trust of an application for 
redemption.

The Trust is an open-ended fund without a pre-determined termination or closing date. First Defined Portfolio 
Management Co. is Manager of the Trust.

2. INVESTMENT STRATEGIES

The fundamental investment objective of the Trust is to provide long-term growth of capital by investing 
primarily in equity securities of Canadian issuers.

3. SIGNIFICANT ACCOUNTING POLICIES

The preparation of financial statements in conformity with Canadian generally accepted accounting 
principles requires the Manager to make estimates and assumptions that affect the reported amounts of 
assets and liabilities at the date of the financial statements and the reported revenues and expenses during 
the reported period. Actual results may differ from those estimates.

Adoption of New Accounting Standards

Effective on July 1, 2009, the Trust adopted the recent amendments to CICA 3862, Financial Instruments – 
Disclosures. Disclosures about fair value of Financial Instruments, requires the disclosure of the estimated 
fair value of financial instruments. The fair value of a financial instrument is the amount at which the 
instrument could be exchanged in a current transaction between willing parties, other than in a forced or 
liquidation sale. The Trust’s financial instruments are recorded at fair value or at amounts that approximates 
fair value in the financial statements.

An amendment to CICA 3862, Financial Instruments – Disclosures, establishes a fair value hierarchy that 
prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the highest 
priority to unadjusted quoted prices in active markets for identical assets or liabilities (level 1 measurement) 
and the lowest priority to unobservable inputs (level 3 measurements). The three levels of the fair value 
hierarchy are as follows.

 Level 1  Inputs that reflect unadjusted quoted prices in active markets for identical assets or liabilities 
that the Investment Manager has the ability to access at the measurement date.

 Level 2  Inputs other than quoted prices that is observable for the asset or liability either directly or 
indirectly, including inputs in markets that are not considered to be active.

 Level 3  One or more significant pricing inputs are unobservable for the financial asset or liability and 
include situations where there is little, if any, market activity for the financial asset or liability. 
The inputs into the determination of fair value require significant management judgment or 
estimation.



ScotiaMcLeod™ Canadian Core Portfolio
Notes to Financial Statements 
December 31, 2009 and 2008 (unaudited)
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Capital Disclosures

Section 1535 (Capital Disclosures) specifies the disclosure of (i) an entity’s objectives, policies and processes 
for managing capital; (ii) quantitative data and qualitative information about what the entity regards as 
capital; (iii) whether the entity has complied with any capital requirements; and (iv) if it has not complied, 
the consequences of such non-compliance. Section 1535 does not have a significant impact on the Trust’s 
disclosures as: (i) the Trust’s objectives, policies and processes are described in Note 2; (ii) information 
on the Trust’s unitholders’ equity is described in Note 5; and (iii) the Trust does not have any externally 
imposed capital requirements.

Financial Instruments

The Trust adopted new CICA Handbook sections 3862, “Financial Instruments – Disclosures”
(“Section 3862”) and 3863, “Financial Instruments – Presentation” (“Section 3863”), replacing the previous 
section 3861. Section 3862 requires enhanced disclosure of the nature and extent of the risks arising from 
financial instruments, and how the Trust manages those risks (which disclosure is contained in Note 10, 
“Financial risk management”). Section 3863 carries forward unchanged the presentation requirements of 
section 3861 with respect to financial instruments.

Transaction Costs

Transaction costs, such as brokerage commissions, incurred in the purchase and sale of securities are 
charged to net investment income in the period incurred. Transaction costs are presented as a separate line 
item in the Statements of Operations.

Valuation of Investments

Investments in listed securities are measured at fair value, which is determined in reference to their quoted 
bid prices on the principal securities exchange on which the issue is traded. The difference between the 
fair value and average cost is included in unitholders’ equity as unrealized appreciation (depreciation) on 
investments.

A different net assets value is calculated for each series of units of a trust. The net assets value of a 
particular series of units is computed by calculating the value of the series’ proportionate share of the 
assets and liabilities of the trust common to all series less direct expenses attributable only to that series. 
The net assets value is divided by the number of units outstanding for each series on the day of valuation 
to compute net assets value per unit. Other expenses are allocated proportionately to each series based 
upon the relative net assets value of each series. Expenses are accrued daily.

Investment transactions and gains and losses on disposal of investments

Investment transactions are accounted for on the trade date. Realized gains and losses from investments 
are determined on an average cost basis.

Recognition of income and expenses

Income from investment transactions is recognized on an accrual basis. Interest income is recognized as 
earned and dividends and distribution income are recognized on the ex-dividend date.



ScotiaMcLeod™ Canadian Core Portfolio
Notes to Financial Statements 
December 31, 2009 and 2008 (unaudited)
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies

The financial statements are prepared in Canadian Dollars. Investments purchased or sold in foreign 
currencies are translated into Canadian dollars using the exchange rate prevailing on the trade date. Income 
on foreign investments is recorded net of withholding taxes and is translated at the rate of exchange on 
the dates of such transactions. The fair values of investments and other assets and liabilities in foreign 
currencies are translated at the year-end exchange rates.

Increase (decrease) in net assets from operations per unit

Increase (decrease) in net assets from operations per unit represents the increase (decrease) in net assets 
from operations by series divided by the average units outstanding per series during the period.

4. FAIR VALUE DISCLOSURES

The Trust’s assets recorded at fair value have been categorised based upon a fair value hierarchy in 
accordance with the amendments to CICA 3862. See Note 3 for a discussion of the Trust’s policies 
regarding this hierarchy. The following fair value hierarchy table presents information about the Trust’s 
assets measured at fair value on a recurring basis as of December 31, 2009.

Financial Assets at Fair Value
 as at December 31, 2009

Level 1 Level 2 Level 3 Total

Equities  35,064,806  –  –  35,064,806 
 35,064,806  –  –  35,064,806 

As of December 31, 2009, there were no transfers of investment between level 1 and level 2.

5. UNITHOLDERS’ EQUITY

The Trust is authorized to issue two Series of units; Series A and Series F. Series A are available for any 
investor. Series F is only available to clients of certain dealers and brokers who have agreements with the 
Manager of the Trust.

The units of the Trust are offered on a continuous basis and may be redeemed at the net asset value 
for transactional purposes thereof next determined following receipt by the Trust of an application for 
redemption. The Trust is an open-ended fund with no pre-determined termination or closing date.

Sales charge is payable up to 4.00% of the subscription price of Series A (where such subscription price 
includes the sales charge, if any). No sales charge is applicable for Series F.

The Trust issued (redeemed) the following shares during the periods ended December 31 (unaudited) and 
June 30:

December 31, 2009 June 30, 2009

Issued Redeemed Outstanding Issued Redeemed Outstanding

Series A  184,277  (91,064)  1,635,964   254,914  (167,722)  1,542,751 

Series F  30,125  (15,767)  280,512   46,481  (45,366)  266,154 



ScotiaMcLeod™ Canadian Core Portfolio
Notes to Financial Statements 
December 31, 2009 and 2008 (unaudited)
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6. MANAGEMENT FEES AND EXPENSES

The Manager is entitled to receive management fees from the Trust at the annual rates set out below:

Annual Management Fee

(payable monthly)
(%)

Series A  1.95 

Series F  0.95 

The management fee is accrued daily, based on the daily net asset value and is paid monthly. The Manager 
has agreed to waive all or a portion of its fees or absorb any expenses of the Trust which would cause the 
management expense ratio to exceed 1.95% and 0.95% for Series A and Series F respectively. For purposes 
of the foregoing, the expenses referred to above do not include income taxes, brokerage commissions, 
and reasonable costs relating to the operation of the Independent Review Committee or extra-ordinary 
expenses such as litigation.

7. NET REALIZED GAIN (LOSS) ON INVESTMENTS

The net realized gain (loss) on sale of investments was as follows:

2009 ($) 2008 ($)

Cost of investments at beginning of period  30,116,633  29,148,383 
Add: Purchases of investments during the period  8,748,157  10,202,858 

 38,864,790  39,351,241 
Less: Cost of investments at end of period  31,341,154  30,381,597 
Cost of investments sold during the period  7,523,636  8,969,644 
Less: Proceeds from sale of investments  6,455,488  8,636,056 

 (1,068,148)  (333,588)
Add: Net foreign exchange gain (loss)  97  (333)
Net realized gain (loss) on investments  (1,068,051)  (333,921)

8. TAXATION

Income taxes

The Trust intends to qualify as a mutual fund trust under the provisions of the Income Tax Act (Canada) (the 
“Act”). The Trust will generally not be subject to tax under Part I of the Income Tax Act (Canada) in respect 
of its net income or net realized capital gain in each taxation year to the extent that such net income and net 
realized capital gain are paid or payable in the year to the unit holders. No amount was payable on account 
of income taxes for the year.

Distributions

Distributions of net income of the Trust are made semi-annually on the last business day of June and on 
December 15. Distributions of sufficient net realized capital gains (reduced by loss carry-forwards, if any) 
are made on December 15 to ensure that the Trust will not be liable for income taxes. All distributions are 
reinvested.

Tax loss carry-forwards

The capital losses for income tax purposes may be carried forward indefinitely and applied against capital 
gains realized in future periods. The capital losses as at December 15, 2009 were $2,807,318 (2008 – 
$1,245,110).
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Notes to Financial Statements 
December 31, 2009 and 2008 (unaudited)
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9. COMMISSION

Total commissions and other transaction costs paid or payable to dealers by the investment trust for its 
portfolio transactions during the period reported were $16,783 (2008 – $13,270). There were no soft dollars 
paid during the period (2008 – nil).

10. FINANCIAL RISK MANAGEMENT

The Trust’s financial instruments consist of cash, investments, and other short-term account receivables 
and account payables. As a result, the Trust is exposed to various types of risks that are associated with 
its investment strategies, financial instruments and markets in which it invests. The most important risks 
include market risk, interest rate risk, credit risk, liquidity risk and currency risk. These risks and related risk 
management practices employed by the Trust are discussed below:

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because 
of changes in market prices. The investments of the Trust are subject to normal market fluctuations and 
the risks inherent in investment in financial markets. The maximum risk resulting from financial instruments 
held by the Trust is determined by the fair value of the financial instruments. The Manager moderates 
this risk through a careful selection of securities within specified limits and the Trust’s market price risk is 
managed through diversification of the investment portfolio. The Investment Manager monitors the Trust’s 
overall market positions on a daily basis and positions are maintained within established ranges. As at
December 31, 2009 and June 30, 2009, the overall market exposures were as follows:

At December 31, 2009 At June 30, 2009

Fair Value ($) % Net Assets Fair Value ($) % Net Assets

Securities held for trading  35,064,806 98.56%  28,415,232 97.51%
Total market exposure  35,064,806 98.56%  28,415,232 97.51%

As at December 31, 2009, the Trust’s market risk is affected by three main components: changes in actual 
market prices, interest rates and foreign currency movements. If the following index had increased (decreased) 
by 5% at December 31, 2009, with all other variables held constant, this would have approximately increased 
(decreased) net assets as follows:

Market Sensitivity December 31, 2009 June 30, 2009

5% Increase ($) 5% Decrease ($) 5% Increase ($) 5% Decrease ($)

Index
S&P/TSX Composite Index  1,978,592  1,978,592 1,621,743 1,621,743
Total  1,978,592  1,978,592 1,621,743 1,621,743

Interest rate risk

The majority of the Trust’s financial assets and liabilities are non-interest bearing. As a result, the Trust is 
not subject to a significant amount of interest rate risk due to fluctuations in the prevailing level of market 
interest rates.

Credit risk

As at December 31, 2009, the Trust had no significant investments in debt instruments and/or derivatives.
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10. FINANCIAL RISK MANAGEMENT (continued)

Liquidity risk

The Trust is exposed to daily cash redemptions of redeemable units. Therefore, the Trust invests the majority 
of its assets in investments that are traded in the active market and can be readily disposed. In addition, 
the Trust retains sufficient cash and cash equivalent positions to maintain liquidity. The Trust also has the 
ability to borrow up to 5% of its net assets for the purposes of funding redemptions. No such borrowings 
occurred during the period.

Currency risk

The Trust holds assets and liabilities, including cash, short-term investments, equities that are in Canadian 
Dollar. It is therefore not exposed to currency risk, as the value of the securities denominated in other 
currencies fluctuate due to changes in exchange rates.

11. NET ASSETS AND NET ASSET VALUE

The Canadian Securities and regulatory authorities have published amendments to National Instruments 
81-106 “Investments Fund Continuous Disclosure” (“NI 81-106”) that remove the requirement that net asset 
value for transactional purposes, (“Net Asset Value”) be calculated in accordance with CICA Handbook 
section 3855 “Financial Instruments – Recognition and Measurement” effective September 8, 2008. As a 
result of the amendments, the Net Asset Value of investment funds will continue to be calculated based on 
the fair value of investments using the close or last trade price. The net assets per unit for financial reporting 
purposes (“Net Assets”) and Net Asset Value per unit could be different due to the use of different valuation 
techniques. As at December 31, 2009, the Trust’s net asset value per unit was $18.47 (2008 – $13.16) per 
Series A unit & $19.46 (2008 – $13.78) per Series F unit. The difference between the net asset value per 
unit for unitholder transactions and the net assets per unit as shown on the Statement of Net Assets is due 
to the use of different pricing methodologies discussed above.

12. CHANGEOVER TO INTERNATIONAL FINANCIAL REPORTING STANDARDS

As of December 31, 2009, the Manager has commenced the development of a changeover plan to meet 
the timetable published by the Canadian Institute of Chartered Accountants (CICA) for conversion to 
International Financial Reporting Standards (IFRS). The key elements of the plan include disclosures of 
the qualitative impact in the 2009 and 2010 financial statements, the disclosures of the quantitative impact, 
if any, in the 2010 financial statements and the preparation of the 2011 financial statements in accordance 
with IFRS, with comparatives. The impact the conversion from Canadian GAAP to IFRS will have on the 
Trust’s net assets, accounting policies, financial statements and other business arrangements is being 
evaluated by the Manager.

13. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the presentation for the period ended 
December 31, 2009.
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