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CRYSTAL WEALTH MORTGAGE STRATEGY
STATEMENTS OF FINANCIAL POSITION
AS AT June 30 December 31

2016 2015
(unaudited) (audited)

$ $

ASSETS

Current assets
Cash and cash equivalents (Note 3) 1,628,517 1,653,125
Investments at fair value 36,036,787 40,627,269
Subscriptions receivable 1,225 4,406,656
Prepaid administration expenses (Note 12) 244,799 369,196
Due from related parties (Note 10) 4,905,741 5,767,173

Total assets 42,817,069 52,823,419

LIABILITIES

Current liabilities
Bank indebtedness (Note 13) 7,141,871 8,446,607
Accounts payable and accrued liabilities 9,886 60,277
Redemptions payable 244,360 40,654
Distributions payable 7,379 5,703
Due to related parties (Note 10) - 196,868

Total liabilities (excluding net assets attributable to holders
of redeemable units) 7,403,496 8,750,109

NET ASSETS ATTRIBUTABLE TO HOLDERS OF
REDEEMABLE SERIES A UNITS 35,413,573 44,073,310

NUMBER OF  REDEEMABLE SERIES A UNITS
OUTSTANDING (Note 6) 3,522,124 4,381,357

NET ASSETS ATTRIBUTABLE TO HOLDERS OF
REDEEMABLE SERIES A UNITS PER UNIT  10.05 10.06

On behalf of the Manager, Crystal Wealth Management System Limited

 "Clayton Smith"               Director

The accompanying notes are an integral part of these financial statements 3
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CRYSTAL WEALTH MORTGAGE STRATEGY
STATEMENTS OF COMPREHENSIVE INCOME
FOR THE SIX MONTHS ENDED JUNE 30

2016 2015
(unaudited) (unaudited)

$ $

INCOME 
2,099,011 2,047,125

49,275 174,074
4,882 246

(13,694 (87,035)

605 (242)

Interest income
Lender fee income
Other investment income
Net realized loss on foreclosures
Net change in unrealized (depreciation) appreciation on

mortgages and other loan investments
Penalty fee income - 1,179

2,140,079 2,135,347

EXPENSES (Note 9)
Bank charges and interest 154,758 156,180
Transaction costs 45 100
Management fees 458,462 443,819
Mortgage service and registration fees 141,015 193,502
Administration fees 125,920 99,921
Legal fees 24,966 29,676

905,166 923,198

INCREASE IN NET ASSETS  ATTRIBUTABLE TO HOLDERS
OF REDEEMABLE SERIES A UNITS 1,234,913 1,212,149

INCREASE IN NET ASSETS ATTRIBUTABLE TO HOLDERS
OF REDEEMABLE SERIES A UNITS PER UNIT  (Note 11) 0.30 0.31

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



CRYSTAL WEALTH MORTGAGE STRATEGY
STATEMENTS OF CHANGES IN NET ASSETS ATTRIBUTABLE TO
HOLDERS OF REDEEMABLE UNITS
FOR THE SIX MONTHS ENDED JUNE 30

2016 2015
(unaudited) (unaudited)

$ $

NET ASSETS ATTRIBUTABLE TO HOLDERS OF REDEEMABLE
UNITS, BEGINNING OF PERIOD  44,073,310 39,960,234

INCREASE IN NET ASSETS ATTRIBUTABLE TO HOLDERS OF
REDEEMABLE UNITS 1,234,913 1,212,149

DISTRIBUTIONS TO UNITHOLDERS OF REDEEMABLE UNITS
            From net investment income (1,234,212) -

REDEEMABLE UNIT TRANSACTIONS
Proceeds from redeemable units issued 2,169,161 8,738,437
Reinvestments of distributions to holders of redeemable units 1,197,201 -
Redemption of redeemable units (12,026,800) (12,579,550)

NET DECREASE FROM REDEEMABLE UNIT TRANSACTIONS (8,660,438) (3,841,113)

NET INCREASE (DECREASE) IN NET ASSETS ATTRIBUTABLE
TO HOLDERS OF REDEEMABLE UNITS (8,659,737) (2,628,964)

NET ASSETS ATTRIBUTABLE TO HOLDERS OF REDEEMABLE
UNITS, END OF PERIOD 35,413,573 37,331,270

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



CRYSTAL WEALTH MORTGAGE STRATEGY
STATEMENTS OF CASH FLOWS
FOR THE SIX MONTHS ENDED JUNE 30

2016 2015
(unaudited) (unaudited)

$ $

CASH FLOWS FROM OPERATING ACTIVITIES
Increase in net assets attributable to holders of redeemable units 1,234,913 1,212,149
Adjustments for

13,694 -
(605) (344,521)

(2,090,954) (14,403,245)
6,668,347 13,332,383

- (38,966)
4,405,431 (8,194)

124,397 159,508
(50,389) (75,006)
203,706 (10,038)

Net realized loss on discharge of mortgage investments at fair 
value
Net change in unrealized depreciation (appreciation) 
Purchase of investments
Proceeds on disposal of investments
(Increase) in accrued interest receivable
Decrease (increase) in subscriptions receivable
Decrease in prepaid administration expenses
(Decrease) in accounts payable and accrued liabilities Increase 
Increase (decrease) in redemptions payable
Increase (decrease) in distributions payable 1,676 (162,510)

10,510,216 (338,440)

CASH FLOWS FROM INVESTING ACTIVITIES
Due from related parties 861,431 (820,000)
Cash flows from investing activities 861,431 (820,000)

CASH FLOWS FROM FINANCING ACTIVITIES
(1,304,737) 3,770,907

(196,868) 1,281,000
2,169,161 8,738,437

(12,026,800) (12,579,550)

(Decrease) increase in bank indebtedness 
Advances from (repayments to) related parties 
Issue of fund units
Redemption of fund units
Distributions from net investment income, net of

reinvestments (37,011) -
(11,396,255) 1,210,794

NET (DECREASE) INCREASE IN CASH DURING THE PERIOD (24,608) 52,354

CASH, BEGINNING OF PERIOD 1,653,125 1,628,470

CASH, END OF PERIOD 1,628,517 1,680,824

The accompanying notes are an integral part of these financial statements 6





The accompanying notes are an integral part of these financial statements 
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CRYSTAL WEALTH MORTGAGE STRATEGY 

(FORMERLY CRYSTAL ENHANCED MORTGAGE FUND) 

SCHEDULE OF INVESTMENT PORTFOLIO 

AS AT JUNE 30, 2016
Schedule of Loan and Mortgage Investments

Interest Rate %  Number  Cost  Fair Value 

0.000 to 7.000 9 $ 2,529,789 $ 2,472,599
7.001 to 10.000 85 13,729,364 13,628,193
10.001 to 12.500 96 12,893,906 12,887,620
12.501 to 18.000 24 6,801,706 6,800,706

214 35,954,765 35,789,118
Accrued interest receivable - 247,013

$ 35,954,765 $ 36,036,131

All mortgages have maturities of two years or less and none of the mortgages are insured under the National Housing Act. 

Schedule of Maturity 

Maturity Number Cost Fair Value

2016  95 $  15,074,123 $  14,964,346
2017  119  20,880,642  20,824,772

 214  35,954,765  35,789,118
Accrued interest receivable -  247,013

$  35,954,765 $ 33,683,472 



CRYSTAL WEALTH MORTGAGE STRATEGY
NOTES TO THE UNAUDITED FINANCIAL STATEMENTS
JUNE 30, 2016

1. The Fund

Crystal Wealth Mortgage Strategy (the “Fund”) is an open-ended mutual fund trust formed under
the laws of the Province of Ontario by a Master Declaration of Trust on April 12, 2007,
amended and restated as of September 27, 2015. The investment objective of the Fund is to
generate a consistently high level of interest income while focusing on preservation of capital by
investing primarily in residential mortgages in Canada. The address of the Fund's registered office
is 3385 Harvester Road, Suite 200 Burlington, ON L7N 3N2.

The Fund is not a reporting issuer under securities legislation and therefore is relying on National
Instrument 81-106 for exemption from the requirement to file financial statements with the
applicable securities regulatory authorities.

The Investment Manager of the Fund is Crystal Wealth Management System Limited (the
“Manager”). The Manager is responsible for directing the affairs, providing the day-to-day
management services and managing the investment portfolio of the Fund.

2. Significant Accounting Policies

Basis of measurement

These financial statements have been prepared in accordance with International Financial

Reporting Standards (IFRS) as issued by the International Accounting Standards Board ("IASB").

These unaudited financial statements for the period ended June 30, 2016 were authorized for issue 
by the Manager on August 29, 2016.

The financial statements have been prepared under the historical cost convention, as modified by 
the revaluation of financial assets and financial liabilities at fair value through profit or loss, and 
are presented in Canadian dollars, which is the Fund's functional and presentation currency.
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CRYSTAL WEALTH MORTGAGE STRATEGY
NOTES TO THE UNAUDITED FINANCIAL STATEMENTS
JUNE 30, 2016

2. Significant Accounting Policies (Continued)

New standards, interpretations and amendments not yet adopted

IFRS 9 Financial Instruments
The final version of IFRS 9, Financial Instruments, was issued by the IASB in July 2014 and will 
replace IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 introduces a model 
for classification and measurement, a single, forward looking 'expected loss' impairment model and 
a substantially reformed approach to hedge accounting. The new single principle based approach 
for determining the classification of financial assets is driven by cash flow characteristics and the 
business model in which an asset is held. The new model also results in a single impairment model 
being applied to all financial instruments, which will require more timely recognition of expected 
credit losses. It also includes changes in respect of credit risk in measuring liabilities elected to be 
measured at fair value, so that gains caused by the deterioration of an entity's own credit risk on 
such liabilities are no longer recognized in profit or loss. IFRS 9 is effective for annual periods 
beginning on or after January 1, 2018, however, is available for early adoption. In addition, the 
credit changes can be early applied in isolation without otherwise changing the accounting for 
financial instruments. The Fund is in the process of assessing the impact of IFRS 9 and has not yet 
determined when it will adopt the new standard.

IFRS 15 Revenue from Contracts with Customers
IFRS 15 is based on the core principle to recognize revenue to depict the transfer of goods or 
services to customers in an amount that reflects the consideration to which the entity expects to be 
entitled in exchange for those goods or services. IFRS 15 focuses on the transfer of control. IFRS 
15 replaces all of the revenue guidance that previously existed in IFRSs. The effective date for 
IFRS 15 is January 1, 2017. The Fund is in the process of evaluating the impact of the 
new standard. 

The following summarizes the accounting policies of the Fund:

10



CRYSTAL WEALTH MORTGAGE STRATEGY
NOTES TO THE UNAUDITED FINANCIAL STATEMENTS
JUNE 30, 2016

2. Significant Accounting Policies (Continued)

(a) Valuation of mortgage investments and loans receivable

Mortgage investments and loans receivable for which there is no active market are valued at fair 
value using valuation techniques which include net present value and discounted cash flow models 
and comparisons with similar instruments for which observable market prices exist. Assumptions 
and inputs used in valuation techniques include risk free interest rate, credit spreads as well as 
prevailing rates of return on similar mortgages. The output of the valuation technique is an estimate 
or approximation of a value that cannot be determined with certainty, and valuation techniques 
employed may not fully reflect all factors relevant to the positions held by the Fund. Valuations are 
therefore adjusted where appropriate, to allow for additional factors including interest rate risk, 
liquidity risk and counter party risk.

The Fund measures the fair value of its investments for Trading NAV purposes as described as 
follows and as at June 30, 2016, there was no material difference between Trading and IFRS NAVs:

In accordance with the Fund's Offering Memorandum, the Fund continues to calculate its net asset 
value using the outstanding principal on the Valuation Date. The Manager continues to value 
mortgage investments at their outstanding principal even if a mortgage is in foreclosure, unless the 
Manager has incontrovertible proof that the final recovery from the borrower will be less than the 
outstanding principal, in which case the Manager will reduce the value of the mortgage to the 
expected recovery amount.   

(b) Classification

The Fund classifies its investments at fair value through profit or loss.

This category has two sub-categories: financial assets held for trading; and financial assets 
designated at fair value through profit or loss at inception.

(i) Financial assets held for trading
A financial asset is classified as held for trading if it is acquired or incurred principally for the
purpose of selling or repurchasing in the near term or if on initial recognition is part of a portfolio
of identifiable financial investments that are managed together and for which there is evidence of a
recent actual pattern of short term profit taking.

(ii) Financial assets designated at fair value through profit or loss at inception
Financial assets designated at fair value through profit or loss at inception are financial instruments
that are not classified as held for trading but are managed, and their performance is evaluated on a
fair value basis in accordance with the Fund's documented investment strategy.

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. The Fund's investments have been
designated at fair value through profit or loss (FVTPL). The Fund's obligation for net assets
attributable to holders of redeemable units is presented at the redemption amount. Cash and cash
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CRYSTAL WEALTH MORTGAGE STRATEGY
NOTES TO THE UNAUDITED FINANCIAL STATEMENTS
JUNE 30, 2016

4. Financial Instruments and Risk Management (Continued)

Interest rate risk
Interest rate risk arises from the possibility that changes in market interest rates will affect future
cash flows or fair values of financial instruments. Mortgage interest rates and interest rates
pertaining to the investments in Crystal Wealth High Yield Mortgage Strategy are at fixed rates
that are not directly impacted by changes in prevailing rates, thereby reducing the Fund's
exposure to interest rate risk. Generally, the fair value of loan and mortgage investments is
impacted by changes in interest rates, however, given the short duration of the mortgage
investments held by the Fund, their fair value approximates carrying values and any changes in
prevailing interest rates would not have a significant impact on their fair value. This risk has not
changed from the previous year.

Other price risk
Other price risk is the risk that the value of financial instruments will fluctuate as a result of changes 
in market prices (other than those arising from interest rate risk) whether those changes are caused 
by factors specific to the individual financial instrument or its issuer, or factors affecting all similar 
financial instruments traded in a market. All investments present a risk of loss of capital. The 
Manager manages the Fund's market risk on a daily basis in accordance with the Fund's investment 
objectives and policies. The maximum risk resulting from financial instruments is equivalent to their 
fair value. This risk has not changed from the previous year.

The impact on net assets attributable to holders of redeemable units of the Fund due to a 5 percent 
change would be approximately $33 as at June 30, 2016 (December 31, 2015 -  $45,797).

The historical correlation may not be representative of the future correlation, and, accordingly, the 
future impact on net assets attributable to holders of redeemable units could be materially different.
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CRYSTAL WEALTH MORTGAGE STRATEGY
NOTES TO THE UNAUDITED FINANCIAL STATEMENTS
JUNE 30, 2016

5. Capital Management

The capital of the Fund is represented by issued redeemable units with no par value. The
unitholders are entitled to distributions, if any, and to payment of proportionate share of the Fund's
net asset value per unit upon redemption. The relevant movements are shown on the Statement of
Changes in Net Assets Attributable to Holders of Redeemable Units. In accordance with its
investment objectives and strategies and the risk management practices outlined in Note 4, the
Fund endeavors to invest the subscriptions received in appropriate investments while maintaining
sufficient liquidity to meet redemptions, such liquidity being augmented by disposal of investments
where necessary. The Fund does not have any specific capital requirements on the subscription and
redemption of units, other than certain minimum subscription requirements.

6. Redeemable Units

Redeemable units of the Fund, which are redeemable at the option of the holder in accordance with
the provisions of the Declaration of Trust, do not have any nominal or par value. The Fund is
permitted to issue an unlimited number of Series of units and is authorized to issue an unlimited
number of units of each series. The redeemable units of the Fund are issued or redeemed on a
weekly basis at the net asset value per unit which is determined as of the close of business each
week. There are no differences between the NAV per unit of each class of the Fund and the Net
Assets Attributable to Holders of Redeemable Units per Unit of each class of the Fund.

Summary of sales and redemption units for the period ended June 30, 2016 and year ended
December 31, 2015

June 30 December 31
2016 2015

Units, beginning of period 4,381,357 4,006,338
Units issued 215,336 2,021,886
Units redeemed (1,193,615) (1,835,838)
Units reinvested 119,046 188,971

Units, end of period 3,522,124 4,381,357
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