MATCO

Matco Small Cap Fund*

ANNUAL MANAGEMENT REPORT OF FUND PERFORMANCE
For the Year Ended December 31, 2017

* Class of Shares of Matco Funds Corp.




Matco Small Cap Fund
Annual Management Report of Fund Performance
For the Year Ended December 31, 2017 MATCO

TABLE OF CONTENTS

MANAGEMENT DISCUSSION OF FUND PERFORMANCE .....ccccetttttuuueeeeeeeeeesssnsssssesessssssssssssssssssssssssssssesssssssnsssssssessssssnnanes 3
INVESTMENT OBJECTIVE AND STRATEGIES ......uueeeeeeereeseerersssssssssssssssssssssssssssssssssssssssssnsssssssssssssssssssssssssssssssnsssnssssssssssns 3
RISK euiituiiituietunietenieteneeteneeteseereseersseesssssesssessssessssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssessssesssssessssssssessssesssnessnnesnes 3
RESULTS OF OPERATIONS .ccuuuuuceetteteermmmseeeeeeeesesssssssessesesssssssssssssssssssssssssssssssssssssssssssssssssssnssssssssssssssssssssssessssssssssssssssssssses 3
RECENT DEVELOPMENTS ...cuuueetttttttuueesieeeeeeessssssssssssesessssssssssssssessssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssses 3
RELATED PARTY TRANSACTIONS. ..cceuuueeeeeeeeerernmmseeseesessssssssssssessssssssssssssssssssssssssssssssssssssnssssssssssssssnssssssssssssssssssssssssssssses 3
MANAGEMENT FEES .....oiititieititeieeitsteesie sttt stsesest st stessssstssssessasssesessasssesessasssesestasssesessasasesessssasssssessasssessnssssesessasesesesssssessnsssssesensasssens 3
OTHER TRANSACTIONS....ceuuueteereneeeeeesseeessssessessssesssssssssessssssssssssssssssssessssssssssssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssnns 4
ADMINISTRATION SERVICES .....ovivivieietieirisietesesestetssesessesssesestsssssesssssssssssssssssssssssssessssssssessssasssessssasesesessasssssessasssssessasssessssssssessssssssesssssss 4
PORTFOLIO TRANSACTION SERVICES ....ccutevetievereereeeeteeereesereeseseesesesesessesessesessesessesesesssessssessesessesesessesessesessesessesssessssessesensesssessssessnns 4
PAST PERFORMANCE ...cccvuutueeeereerreessnseesseeessssssssssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnssnns
YEAR-BY-YEAR RETURNS ...ccvvutueeeeeeerrrrusssseeseeeersssssssssssssessssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssss
ANNUAL COMPOUND RETURNS
SUMMARY OF INVESTMENT PORTFOLIO (AT DECEMBER 31, 2017)....cuciiiiiiiiiiiitiniieteeniieeenecretessessaseesecsansessssnseesenns 5
EFFECTIVE EQUITY SECTOR ALLOCATION......cteteveteuieererereeeesesesessesesesesseseseseseesesesessasessssssssesssessssesesessssasssessssesesssessesssesessssesesessssesesenes 5
"TOP 25 HOLDINGS. ....cvivitieieteeeeieieteteeeeteteeesestetssesestetssesessasssesestasssssassasasssassssaseseseasasssestssssesesessasssesestatesesestasesesestsssssensasssesssssssesenssssesenenses 5
FINANCIAL HIGHLIGHTS ..uuuceettttttuumuieeeeeeeeesssssseeesessssssssssssssssssssssssssssssssssssssssssessssssssssssssesssssssssssssssssssssssssssssssessssssnnsnns 6
NET ASSETS PER SHARE NOTES ...ouvtvivivietiteeeeiteteeesestetesesestetssesessesssesessassssssssassssssstassssssssassssssssssessssssssessssssnsssssesessasesesessassssssssssssssessasssens 6
RATIO AND SUPPLEMENTAL DATA INOTES ....oovevitiieteteteeietereteseeseseessesesesesssesesessssesesessssesssessssesssssesssssessssesssessssesesesesssesssssssesssensssesens 6

This annual management report of Fund performance contains financial highlights but does not contain the annual financial
statements of the Matco Small Cap Fund (the "Fund"). You can get a copy of the annual financial statements at your request,
and at no cost, by calling 1-877-539-5743, by writing to us at 400, 407-8" Avenue SW, Calgary AB T2P 1E5 or by visiting our
website at www.matcofinancialinc.com or SEDAR at www.sedar.com.

Securityholders may also contact us using one of these methods to request a copy of the Fund's proxy voting policies and
procedures, proxy voting disclosure record, or quarterly portfolio disclosure.

A NOTE ON FORWARD LOOKING STATEMENTS

This report may contain forward-looking statements about the Fund, including its strategy, expected performance and condition.
Forward-looking statements include statements that are predictive in nature, that depend upon or refer to future events or
conditions, or that include words such as "expects", "anticipates", "intends", "plans”, "believes", "estimates" or negative versions
thereof and similar expressions. In addition, any statement that may be made concerning future performance, strategies or
prospects, and possible future Fund action, is also a forward-looking statement. Forward looking statements are based on
current expectations and projections about future events and are inherently subject to, among other things, risks, uncertainties

and assumptions about the Fund and economic factors.

Forward-looking statements are not guarantees of future performance, and actual events and results could differ materially from
those expressed or implied in any forward-looking statements made by the Fund. Any number of important factors could
contribute to these digressions, including, but not limited to, general economic, political and market factors in North America
and internationally, interest and foreign exchange rates, global equity and capital markets, business competition, technological
change, changes in government regulations, unexpected judicial or regulatory proceedings, and catastrophic events.

We stress that the above-mentioned list of important factors is not exhaustive. We encourage you to consider these and other
factors carefully before making any investment decisions and we urge you to avoid placing undue reliance on forward-looking
statements. Further, you should be aware of the fact that the Fund has no specific intention of updating any forward-looking
statements whether as a result of new information, future events or otherwise, prior to the release of the next Management
Report of Fund Performance.


http://www.matcofinancialinc.com/
http://www.sedar.com/
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Management Discussion of Fund Performance

This management discussion of Fund performance presents
management's view of the significant factors and
developments during the period that have affected the
Fund's performance and outlook. For information on the
Fund's longetr-term performance, please refer to the Past
Performance section of this report. In this report, "Matco"
refers to Matco Financial Inc., the manager of the Fund.

Investment Objective and Strategies

The Fund's objective is to seck long-term capital
appreciation and superior risk-adjusted returns by investing
primarily in a portfolio of small and mid cap Canadian
equities that exhibit strong growth attributes. Companies
are expected to be profitable and have a strong propensity
to reinvest their excess earnings back into growing the
company larger. Other characteristics include strong,
reasonable multiples, predictability, analyst recognition and
market participation. The Fund will generally be 100%
exposed to stocks.

Risk

The overall risks of investing in the Fund are as described
in the Fund's Prospectus. There were no material changes
to the Fund during the year that affected the overall level of
risk associated with an investment in the Fund.

Results of Operations

Matco Funds Corp. amended its articles on September 29,
2008, to create the Fund. The Fund was originally qualified
for distribution to the public by prospectus on
December 17, 2008. The Corporation amended its articles
on August 12, 2011, to change the name of the Fund from
"MFi Small Cap Fund" to "Matco Small Cap Fund". Shares
of the Fund were issued March 2010. The Fund's net assets
increased over the past year to $68.3 million at
December 31, 2017. Total investment income for the 2017
year was $7.0 million, prior to operating expenses. The
Fund's petformance is discussed below.

During the past year, the Fund made no material changes in
overall asset mix.

In 2017, the Fund's Series F units returned +9.60% and the
TSX Small Cap Index (benchmark) returned +2.75%.
Unlike the index return, the Fund's return is net of fees and
expenses paid by the Series. Please refer to the Past
Performance section of the report for the returns of other
series offered by the Fund and to the Related Party

MATCO

Transactions — Management Fees section of the report for the
varying management fees payable by each series.

The Matco Small Cap Fund had great fourth quarter of 2017
with our top 5 performing companies being Namaste
Technologies, Cronos Group, Cannimed Therapeutics,
Canopy Growth, and MedReleaf.

Recent Developments

Small Caps, and in particular our Small Cap Fund, bounced
back forcefully in the last quarter of 2017. With such a
dramatic move, we continue to find opportunities with
more defensive characteristics. Fundamentals remain
attractive for the Small Cap Fund with a strong return on
equity, high dividend yield and favorable trailing price to
earnings compared to the Small Cap Index.

Related Party Transactions
Management Fees

Matco provides the Fund with investment management
services, including managing the investment portfolio,
providing investment analysis and recommendations,
making  investment decisions, making brokerage
arrangements for the purchase and sale of the investment
portfolio and providing other services. In return, Matco
receives a management fee based on the net assets of the
Fund, calculated on a daily basis. For the year ended
December 31 2017, the Fund paid Matco management fees
of $139,803 (including GST) (2016 - $112,007). The
management and administration fee for Series O securities
is negotiated with and paid by the shareholder to the
manager. The sales commission under the Front Load
option is negotiated with and paid by the shareholder
directly to the dealer.

Annual Rate Series A Series F
(FL)
Management fees 2.00% 1.25%
Serving 1.00% Nil
Commission

(included in
management fee
rate)

|Front Load (FL) sales commission — up to 6%
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Other Transactions

Adpinistration Services

The Fund paid $91,047 (2016 - $81,995) to RBC Investor
Services for valuation, custodian, recordkeeping, unit
holder, and trustee services. This amount excludes costs
paid through the Fund's investment in other mutual funds
and portfolios managed by third parties.

Portfolio Transaction Services

The Fund incurred trading costs of $203,138 (2016 -
$181,925) through securities transactions conducted
through RBC Investor Services and TD Waterhouse
Investor Services. RBC Investor Services also provides
portfolio transaction services to the Fund when the Fund
invests directly in securities of third party mutual funds.
The Fund paid no brokerage commissions on these
investment transactions.

Past Performance

The indicated rates of return are the historical annual
compound total returns, including changes in unit value and
assuming reinvestment of all distributions. They do not
take into account sales, redemption, and distribution or
optional charges, or income taxes payable by any investor
that would have reduced returns. The past performance of
the Fund is not necessarily an indication of how it will
perform in the future. As the Fund may not currently be
held inside of a registered plan, income and capital gains
distributions paid to you increase your income for tax
purposes whether paid to you in cash or reinvested in
additional units. The amount of reinvested taxable
distributions is added to the adjusted cost base of the units
that you own. This would decrease your capital gain or
increase your capital loss when you later redeem from the
Fund, thereby ensuring that you are not taxed on this
amount again. Please consult your tax advisor regarding
your personal tax situation. The past performance of the
Fund is set out in the following charts and the compound
returns table.

Year-By-Year Returns

The bar chart that follows show the performance of each
series of the Fund for the period ended December 31, 2010
and the years ended December 31, 2011 to 2017. The charts
show, in percentage terms, the performance you would have
received if you invested in the fund on the first day of the
period through the last day of the period.

MATCO

Performance
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2010%*| 2011 | 2012 | 2013 | 2014 [ 2015 | 2016 | 2017
DSeries "A"|20.88% (-13.72%| 10.90%] 24.00%| 0.55% | 5.06% | 14.48%)| 8.76%
B Series "F" | 29.74%(-12.71%| 12.04%] 25.09% | 1.35% | 5.88% | 15.13%]| 9.60%
OSeries "O"|21.24% [-12.35%| 12.65%| 26 42% | 2.69% | 7.27% | 16.64%| 11.04%

** Rate of return represents the total rate of return for the period indicated,
assuming reinvestment of all distributions at net asset value. The Fund was
prospectus qualified as at December 17, 2008, but was not funded until March 1,
2010.

The Fund has been recently established and as such, does not currently have a long
track record of distributions, however, it is expected that over time the re-
investment of distributions will have a significant and material impact on rates of
return.

Annual Compound Returns

The following table shows the historical annual compound
total return for each series of the Fund since inception, for
the periods or years shown ended on December 31, 2017.
The annual compound total return is also compared to the
Nesbitt Burns Small Cap Total Return Index. Unless
otherwise noted below, all index returns are calculated in
Canadian dollars on a total return basis, meaning that all
distributions are reinvested.

Class A Class F Class O Nesbitt
Burns
Shares Shares Shares Small Cap
(%) (%) (%) TR Index
(%)
One Year 8.76 9.60 11.04 2.75
Three Years 9.37 10.14 11.59 7.53
Five Years 10.28 11.11 12.52 5.65
Ten Years - - - -
Since 8.44 10.26 10.32 4.52%*
inception

**Inception for BMO Nesbitt Burns Small Cap Equity Total Return Index is
February 28, 2010, instead of March 1, 2010, as this information is only available
at month end.
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Summary of Investment Portfolio (at December 31,

2017)

Effective Equity Sector Allocation

Financials 25.6%
Industrials 22.6%
Consumer discretionary 17.1%
Health Care 9.1%
Materials 9.0%
Consumer staples 6.1%
Energy 4.9%
Information technology 3.4%
Utilities 2.2%
TOTAL 100.0%
Top 25 Holdings
% of NAV
1 Imvescor Restaurant Group Inc. 5.3
2 Chorus Aviation Inc. 49
3 New Flyer Industries Inc. 4.8
4  Dream Global REIT 41
5  Boyd Group Income Fund 3.9
6 NorthWest Healthcare Properties REIT 3.6
7 Goeasy Ltd. 3.6
8 Intertape Polymer Group Inc. 3.5
9  Glushkin Sheff + Associates Inc. 3.5
10 Calian Group Ltd. 34
11 Evertz Technologies Ltd. 3.4
12 Northview Apartment REIT 3.4
13 Brookfield Real Estate Services Inc. 3.2
14 North West Co., Inc. 3.1
15 Namaste Technologies Inc. 3.1
16 Lucara Diamond Corp. 3.1
17 Wajax Corp. 3.0
18 Andrew Peller Ltd. 29
19 Firm Capital Mortgage Investment Corp. 2.7
20 Laurentian Bank of Canada 2.7
21 Chesswood Group Litd. 2.7
22 Enerflex Ltd. 2.6
23 Cargojet Inc. 2.5
24 Keg Royalties Income Fund 2.4
25 Labrador Iron Ore Royalty Corp. 23
TOTAL 83.7

The simplified prospectuses and other information about
the underlying funds are available on such funds' websites
or on the SEDAR website at www.sedar.com.

The investments and percentages outlined herein may have
changed by the time you purchase units of this Fund. The
top 25 holdings are made available quarterly, 60 days after
quarter-end and may be obtained by contacting your
registered representative or by contacting Matco toll free at

1.877.539.5743 ot by email at matco@matcofinancial.ca.

MATCO

The Fund held no short positions at the end of the year.


http://www.sedar.com/
mailto:matco@matcofinancial.ca
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Financial Highlights

The

following

tables

show

selected key financial

information about the Fund and are intended to help you
understand the Fund's financial petformance over the last 5
yeats. This information is detived from the Fund's audited
annual financial statements.

MATCO SMALL CAP FUND - Series A

Net Assets per Share

MATCO

MATCO SMALL CAP FUND - Series O

Net Assets per Share

2017 2016 2015 2014 2013
Net Assets, beginning of year® ® 1583 $ 1404 $ 1359 $ 1371 11.31
Increase (decrease) from operations:
total revenue 0.45 0.39 0.30 0.36 0.47
total expenses (0.41) (0.37) (0.38) (0.40) (0.31)
realized gains (losses) for the year 1.25 (0.40) 111 2.28 (0.23)
unrealized gains (losses) for the year (1.10) 2.32 (0.27) (0.20) 2.82
Total increase (decrease) from
operations 0.19 1.94 0.76 2.04 2.75
Distributions :
from income (excluding dividends) - - - - -
from dividends (0.37) (0.24) (0.23) (0.19) (0.32)
from capital gains (0.44) - - - -
return of capital - - - - -
Total annual distributions @ (0.81) (0.24) (0.23) (0.19) (0.32)
Net Assets, end of year 16.38_$ 1583 $ 1404 $ 13.59 13.71
Ratios and Supplemental Data
2017 2016 2015 2014 2013
Net asset value end of year® 211511 462,730 219,430 252,825 233,699
Number of shares outstanding @ 12,911 29,237 15,627 18,609 17,050
Management expense ratio (%) @ 2.31 222 239 2.43 2.38
Management expense ratio before
waivers or absorptions (%) 231 2.22 2.39 2.43 2,59
Portfolio tumnover rate (%) 76.27 50.33 64.59 79.02 19.11
Trading expense ratio (%) ) 0.33 0.37 0.22 0.32 0.13
Net asset value per share end of year® 16.38 15.83 14.04 1359 13.71
MATCO SMALL CAP FUND - Series F
Net Assets per Share
2017 2016 2015 2014 2013
Net Assets, beginning of year 1789 $ 1579 $ 1516 $ 1517 12.41
Increase (decrease) from operations:
total revenue 0.56 043 0.35 0.36 0.53
total expenses (0.33) (0.33) (0.29) (0.32) (0.25)
realized gains (losses) for the year 1.14 (0.47) 0.97 1.76 (0.27)
unrealized gains (losses) for the year 0.30 275 (0.26) (1.43) 3.12
Total increase (decrease) from
operations @ 1.67 238 0.77 0.37 313
Distributions :
from income (excluding dividends) - - - - -
from dividends (0.42) (0.28) (0.26) 0.22) (0.37)
from capital gains (0.50) - - - -
return of capital - - - - -
Total annual distributions ? (0.92) (0.28) (0.26) (0.22) (0.37)
Net Assets, end of year 18.66 $ 1789 $ 1579 $ 15.16 15.17
Ratios and Supplemental Data
2017 2016 2015 2014 2013
Net asset value end of year® 11,423,741 10,687,179 5065563  3,975763 4,911,941
Number of shares outstanding @ 612,097 597,310 320,906 262,338 323,823
Management expense ratio (%) 155 1.59 159 165 152
Management expense ratio before
waivers or absorptions (%) 155 159 159 165 1.80
Portfolio tunover rate (%) ¥ 76.27 50.33 64.59 79.02 19.11
Trading expense ratio (%) 0.33 0.37 0.22 0.32 0.13
Net asset value per share end of year® 18.66 17.89 15.79 15.16 15.17

2017 2016 2015 2014 2013

Net Assets, beginning of year® © 1774 $ 1545 $ 1464 $ 1446 11.70
Increase (decrease) from operations:
total revenue 0.56 0.42 0.33 0.34 051
total expenses (0.10) (0.11) (0.08) (0.10) (0.08)
realized gains (losses) for the year 1.14 (0.37) 0.99 151 (0.29)
unrealized gains (losses) for the year 0.31 2.68 (0.23) (1.53) 3.14
Total increase (decrease) from

operations 1.91 2,62 1.01 0.22 3.28
Distributions :
from income (excluding dividends) - - - - -
from dividends (0.42) (0.27) (0.25) (0.21) (0.33)
from capital gains (0.50) - - - -
return of capital - - - - -
Total annual distributions @ 0.92) (0.27) (0.25) (0.21) (0.33)
Net Assets, end of year 1875 $ 1774 $ 1545 $ 14.64 14.46
Ratios and Supplemental Data

2017 2016 2015 2014 2013

Net asset value end of year(1j 56,691,710 52,075,481 33,263,049 33,911,826 28,802,664
Number of shares outstanding 3023424 2935143 2152915 2316320 1991567
Management expense ratio (%) @ 0.24 0.28 0.28 0.34 0.45
Management expense ratio before

waivers or absorptions (%)® 0.24 0.28 0.28 0.34 0.50
Portfolio tumover rate (%) ¥ 76.27 50.33 64.59 79.02 19.11
Trading expense ratio (%) @ 0.33 0.37 0.22 0.32 0.13
Net asset value per share end of year(s) 18.75 17.74 15.45 14.64 14.46

Net Assets per Share Notes

O]

@
©)

Net assets and distributions are based on the actual number of units outstanding at the relevant time.
The increase/decrease from operations is based on the weighted average number of shares
outstanding over the financial period.

Distributions were paid in cash/teinvested in additional shares of the Fund, or both.

The information is prepared in accordance with IFRS which uses the last trade price for investments
that are traded in an active market where quoted prices are readily and regularly available. For
investments that are not traded in an active market, the Fund uses valuation techniques that maximizes
the use of relevant observable inputs and minimizes the use of unobservable inputs.

Ratio and Supplemental Data Notes

Management expense ratio is based on total expenses as an annualized percentage of daily average net

The Fund's portfolio turnover rate indicates how actively the Fund's portfolio advisor manages its
portfolio investments. A portfolio turnover rate of 100% is equivalent to the Fund buying and selling
all of the securities in its portfolio once in the course of the period. The higher a fund's portfolio
turnover rate in a year, the greater the trading costs payable by the fund in the year, and the greater
the chance of an investor receiving taxable capital gains in the period. There is not necessarily a
relationship between a high turnover rate and the performance of a fund.

The trading expense ratio represents total commissions and other portfolio transaction costs
ts during the period.

Value per share is the difference between the aggregate value of the of the Fund and
the aggregate value of the liabilities and including the valuation of securities at closing prices divided

1) This information is provided as at December 31+,
@
assets during the period.
©)
)
expressed as an annualized percentage of daily average net as:
() NetA
by the number of units then outstanding.
©)

On May 1, 2013 Matco starting charging a management fee of 1.0% for the A and 1.25% for the F
series. Furthermore, professional fees related to the AIF and the Audit for 2012 are absorbed by
Matco. Starting on May 1, 2013 Matco stopped absorbing these costs.



