TAX
ADVANTAGED
THINKING

4
1

Reasons To Consider
Tax-Advantaged
Flow-Through Investing

The Ninepoint Flow-Through franchise has the potential to
deliver strong after-tax returns:
And even greater returns for select clients when used as a “wealth planning tool” (see Reason #4)

Final NAV
2015 Flow-Through

1
2
3

2

50.8%

24 months

2016 Short-Duration Flow-Through

$22.16

54.4% 2

<10 months

2016-II Flow-Through

$32.41 3

TBC

<16 months

Assumes the highest marginal tax rate for Ontario
More robust tax credits in 2016 produced a higher after-tax return than 2015, despite a lower final NAV
As at December 21, 2017. Final NAV will be struck on or near January 25, 2018.

Flow-Through investing offers one of the few remaining
advanced tax planning strategies in Canada:
Much like RRSPs, Flow-Through investing allows the investor to deduct 100% of the investment
against personal income in the year of investment. On termination of the Flow-Through LP, the
investment is rolled into a designated mutual fund corporation. The investor may now sell the fund,
where their taxable capital gain is limited to 50% of the proceeds (unless they choose to defer
taxation — see Reason #3).
YEAR 1

Tax savings1
Investment

NET 2YR CASH FLOW
($10,000 )

$5,350

$5,350

payable3

After-tax cash flow
After-tax

YEAR 2

($10,000 )

redemption2

Capital gains tax

($4,650)

+

$10,000

$10,000

($2,675)

($2,675)

$7,325

return4

Assumes highest marginal tax rate in Ontario of 53.5%. Tax rates will vary by province.
Assumes no net gain or loss at the end of the term. On redemption, in exchange for favourable tax treatment,
full value of investment is treated as capital gains.
3 Assumes a 53.5% marginal tax rate x 50% Capital Gains inclusion rate x $10,000 = $2,675
4 After-tax cost of investment is $4,650. After-tax return calculated as: $2,675/$4,650 = 57%
2

Liquidity
Event

$24.09

Flow-Through L.P. investment

1

After-Tax
Return 1

=

$2,675
57%
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Reasons To Consider
Tax-Advantaged
Flow-Through Investing

Tax-advantaged roll-over option into a top-performing
resource corporate class:
At termination of the LP, unitholders receive shares in the resource corporate class. Should they
choose to continue to hold their corporate class shares, they will defer any taxable event on their
original Flow-Through investment. Sprott Resource Class, with lead manager Jason Mayer, has
historically outperformed its benchmark.
Fund Name

Code

Sprott Resource
Class Series A

SPR106

Value Date

MTD

YTD

1YR

3YR

5YR

Since
Inception

11/30/17

6.8%

16.0%

19.8%

23.4%

7.6%

0.8%*

11/30/17

-0.9%

-3.9%

-3.8%

2.2%

-2.3%

-3.0%

+7.7%

+19.9%

+23.6%

+21.2%

+9.9%

+3.8%

Blended Index**

Added Value

All returns and fund details are a) based on Series A shares; b) net of fees; c) annualized if period is less than one year; d) as at
November 30, 2017; e) 2011 annual returns are from 10/17/11 to 12/31/11.
* Fund inception date: October 17, 2011.
** Blended Index (50/50 S&P/TSX Capped Materials Total Return Index and S&P/TSX Capped Energy Total Return Index) is
computed by Ninepoint Partners LP based on available index information.
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An excellent wealth planning tool:
In combination with the tax deferral achieved by the corporate class roll-over described above, an
investor may also take advantage of any capital loss carry-forwards they have, which can be used
to offset their capital gain.
YEAR 1

Flow-Through L.P. investment
Tax

savings1

Investment

YEAR 2

($10,000 )

($10,000)

$5,350

$5,350

redemption2

Adjusted net capital loss of
Capital gains tax payable4
After-tax cash flow

$10,000
$10,0003

$0
($4,650)

+

$10,000

Assumes highest marginal tax rate in Ontario of 53.5%. Tax rates will vary by province.
Assumes no net gain or loss at the end of the term. On redemption, in exchange for favourable tax treatment,
full value of investment is treated as capital gains.
3 Assumes investor has an ajusted net capital loss carry-forward of $10,000 which they apply to this investment.
4 Because capital gain has been reduced to zero, capital gains taxes are likewise zero.
5 After-tax cost of investment is $4,650. After-tax return calculated as: $5,350/$4,650 = 72%
2

$10,000

offsets capital gain

After-tax retun5
1

NET 2YR CASH FLOW

$0
=

$5,350
115%

www.ninepoint.com

Ninepoint Partners LP is the investment manager to the Sprott Funds (collectively, the “Funds”). Commissions, trailing commissions, management fees, performance fees (if any), and other expenses all may be
associated with investing in the Funds. Please read the prospectus carefully before investing. The indicated rate of return for series A units of the Funds for the period ended November 30, 2017 is based on the
historical annual compounded total return including changes in unit value and reinvestment of all distributions and do not take into account sales, redemption, distribution or optional charges or income taxes
payable by any unitholder that would have reduced returns. Mutual funds are not guaranteed, their values change frequently and past performance may not be repeated. This communication does not constitute
an offer to sell or solicitation to purchase securities of the Funds.
The information contained herein does not constitute an offer or solicitation by anyone in the United States or in any other jurisdiction in which such an offer or solicitation is not authorized or to any person to
whom it is unlawful to make such an offer or solicitation. Prospective investors who are not resident in Canada should contact their financial advisor to determine whether securities of the Funds may be lawfully
sold in their jurisdiction.
The opinions, estimates and projections (“information”) contained within this report are solely those of Ninepoint Partners LP and are subject to change without notice. Ninepoint Partners makes every effort
to ensure that the information has been derived from sources believed to be reliable and accurate. However, Ninepoint Partners assumes no responsibility for any losses or damages, whether direct or indirect,
which arise out of the use of this information. Ninepoint Partners is not under any obligation to update or keep current the information contained herein. The information should not be regarded by recipients as
a substitute for the exercise of their own judgment. Please contact your own personal advisor on your particular circumstances.
Views expressed regarding a particular company, security, industry or market sector should not be considered an indication of trading intent of any investment funds managed by Sprott Asset Management LP.
Any reference to a particular company is for illustrative purposes only and should not to be considered as investment advice or a recommendation to buy or sell nor should it be considered as an indication of how
the portfolio of any investment fund managed by Sprott Asset Management LP is or will be invested.
Ninepoint Partners and/or its affiliates may collectively beneficially own/control 1% or more of any class of the equity securities of the issuers mentioned in this report. SAM and/or its affiliates may hold short
position in any class of the equity securities of the issuers mentioned in this report. During the preceding 12 months, Ninepoint Partners and/or its affiliates may have received remuneration other than normal
course investment advisory or trade execution services from the issuers mentioned in this report.
The risks associated with investing in a Fund depend on the securities and assets in which the Fund invests, based upon the Fund’s particular objectives. There is no assurance that any Fund will achieve its
investment objective, and its net asset value, yield and investment return will fluctuate from time to time with market conditions. There is no guarantee that the full amount of your original investment in a
Fund will be returned to you. The Funds are not insured by the Canada Deposit Insurance Corporation or any other government deposit insurer. Please read a Fund’s prospectus or offering memorandum before
investing.

