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UNITED SECURITY FUND

1. THE OFFERING
1.01 General

United Security Fund (the “Fund”) is an open-end mutual fund investment trust having its assets invested in a
portfolio consisting primarily of bonds, debentures and preference shares together with insured mortgages. The
Fund will continue to operate in such a manner that it will be qualified for registered retirement savings plan,
registered retirement income fund and registered home ownership savings plan investments. The assets of the Fund
are managed by United Funds Management Corporation (the “Manager”). United Investment Services Ltd. (the
“Distributor”) is the principal distributor of the units of trust (“units™) of the Fund. The assets of the Fund are
deposited for safekeeping with a Canadian Chartered Bank (the “Custodian™) at Toronto. Continental Trust
Company (the “Registrar”) is the Registrar and Transfer Agent of the units of the Fund. Further, Continental Trust
Company (as “Investment Trustee”), under investment plans, will purchase units on behalf of the investor and hold
the same in its name in trust for the beneficial owners thereof on the books of the Fund. Correspondence from
investors should be directed to the Registrar or the Distributor at their principal office at 145 King Street West,
Toronto, Ontario, M5H 2E2. Eight individuals act as trustees of the Fund (the “Fund Trustees™) but they do not
receive or take possession of the securities or other assets of the Fund. Such pass directly to and are held by the
Custodian. Continental Trust Company also acts as trustee of the individual registered retirement savings plan,
registered retirement income fund and registered home ownership savings plan trusts (the “Plan Trustee™) taken
out by the investor for the purpose of investing in the Fund.

1.02 Investment Objectives and Policy

The primary investment objective of the Fund is to combine good income yield with relative long-term
stability of investment. To meet this objective the Fund's professional managers will select for the portfolio short-
term and long-term bonds, debentures and preference shares of corporations in Canada and the United States some
of which may be convertible and warrant bearing debentures and preference shares. The portfolio may include
mortgages insured by the Government of Canada through the Central Mortgage and Housing Corporation or an
insurance company registered or licensed under the Canadian and British Insurance Companies Act (Canada). To
a lesser degree the portfolio may also include common shares purchased under warrants and conversion privileges
received with convertible and warrant bearing debentures and preference shares

The proportion to be invested in bonds and debentures and in mortgages will be varied according to market
circumstances and anticipated rates of return from such investments. Accordingly, as circumstances change, the
Manager would expect to shift the emphasis between such classes of investments but would at all times endeavour
to achieve a maximum income return within the investment policy. See also section 5.04, Investment Restrictions.

1.03 Registered Retirement Savings Plan, Registered Retirement Income Fund and
Registered Home Ownership Savings Plan Concepts
Registered Retirement Savings Plans (*“RRSPs”) and Registered Home Ownership Savings Plans
(“RHOSPs™) are provided for under the Income Tax Act (Canada) to permit a taxpayer to reduce the amount of his
income which is otherwise subject to tax in the taxation year by the amount invested inan RRSP or RHOSP. Such
amounts must be invested during the taxation year or in the case of an RRSP within 60 days after the end of such
year.

The maximum amount generally permitted to be invested each year under the provisions of the Income Tax
Act (Canada) in an RRSP is $5,500 and, in the case of a contributor who is a member of an employer pension plan
to which the employer has made or will make a contribution on his behalf with respect to the current year, $3.500
less any personal contributions in the year to the other plan. Both levels of contribution are subject to a maximum
of 20% of earned income. Future benefits received will form part of taxable income.

Between age 60 and the end of the calendar year in which he reaches age 71, the taxpayer must purchase a
registered retirement income fund or retirement annuity with the amounts accumulated in his RRSP and treat the
amounts received therefrom as income for tax purposes and pay tax thereon at his after-retirement tax rates.



Registered Retirement Income Funds (“RRIFs™) are provided under the Income Tax Act (Canada)to permit
an annuitant under an RRSP to transfer the proceeds of liquidation of the RRSP into a RRIF without paying tax
thereon at the time of transfer provided that the transfer is made between the 60th birthday and the end of the
calendar year in which the annuitant becomes age 71. The RRIF is an investment fund held by a trustee for the
annuitant and investing in investments such as the Fund that qualify as investments for RRSPs. Periodic payments
are made from the RRIF to the annuitant until the last dav of the year in which he reaches age 90. The payments are
of such amounts that those made in each year taken together are generally equal to the net asset value of the RRIF
at the beginning of such year divided by the number of years left to age 90.

RHOSPs are available to those individuals 18 years of age and over who did not own a home in either the
taxation year or the previous vear (if married, generally neither the taxpaver nor his spouse may have owned a
house in either such vear). A qualified individual investor may contribute up to $1.000 per calendar year with a
cumulative limit of $10,000 in his lifetime.

The Plan Trustee will hold the units of the Fund for the account of each such individual RRSP, RRIF or
RHOSP trust as a separate trust fund account on the books of the Fund on behalf of the investor. Forits services as
RRSP, RRIF or RHOSP Plan Trustee, it shall be entitled to an administration fee as established under the RRSP,
RRIF or RHOSP trust agreement. At present rates the Plan Trustee will receive for its services an annual fee of
$12.00 for cach RRSP: $25.00 for each RRIF and $12.00 for each RHOSP: such fee to be realized on August 31 in
each year from the account of the Planholder. Further. the RRIF Plan Trustee is entitled to deduct $200.00 at the
time of any closing or transfer prior to maturity at age 90 and the RHOSP Plan Trustee is entitled to deduct $35.00
at the time of the closing of an RHOSP.

Due to market fluctuations, the Fund provides no assurance of a return of the original investment.

1.04 Distributions to Unitholders

Distributions to provide a [ull flow through of net income and taxable realized capital gains shall be made once
in each calendar year or more often if, in the opinion of the Fund Trustees, it is the interests of the investors as a
class so to do. It is the present intention of the Fund Trustees to make distributions of income. exclusive of taxable
realized capital gains, quarter-annually and to make distributions of net realized capital gains at the end of cach
calendar year. Such distributions will be automaticallv reinvested in additional units of the Fund at net asset value
per unit without sales charges. and credited to the unitholder's account; except that payment of distributions froma
non-registered account may be in cash if requested in writing by the investor.

Distributions to unitholders in each of the fiscal periods ended December 31. assuming that the unit was held
for the entire fiscal period were:

Per Unit
Year From income
1974 40¢
1975 43¢
1976 43¢
1977 41.5¢
1978 41.75¢

1.05 Tax Information in respect of Distributions on RRSPs, RRIFs and RHOSPs
So long as the unitholder’s investment is held by his individual RRSP. RRIF or RHOSP, the distributions
referred to in section 1.04 will be exempt from income tax in the year of distribution.

Subject to the provisions of the Income Tax Act (Canada) as they may be amended from time to time. in the
event the investor liguidates to cash and deregisters. (i) a part orall of his RRSP prior to the purchase ofa RR1F or
an annuity; or (i) all of his RHOSP account except for the purchase of a home: the proceeds of hiquidation will
normally be added to the taxable income of the investor in the taxation year of such liguidation. If such liquidation
of his RRSP is by way of a qualified transfer to a registered retirement savings plan or RRIF. the amount thereof
will not be so added to taxable income. The benefits payable under the RRIF or annuity are taxable as earned
income in the year when received. An investor is only permitted to maintainan RHOSP for up to 20 years at which
time. if not already used as allowed under the Plan, the funds will be included as taxable income of the contributar.
In the event of withdrawal and the contributor has not spent such funds in the purchase of a home,

(i) the contributor may continue to shelter the funds from tax by transferring them into an income
averaging annuity within the vear of withdrawal or 60 calendar days after the year in which the funds
were received or deemed to have been received as taxable income.



(ii) if within 3 taxation years after withdrawal of the funds the contributor purchases a home then (provided
that such withdrawal occurred prior to the funds being deemed to have been received as taxable income
at the end of the 20 year period and provided that he was taxed on such funds in the year of withdrawal.,)
the contributor will subsequently be entitled to a deduction of the cashed in funds in such year when
the home was purchased and the funds used for such purchase.

1.06 Tax Status of the Fund

The Fund, being a mutual fund trust, acts as a conduit and, therefore, is not itself under normal circumstances
subject to Canadian taxes on income (including net taxable realized capital gains) under relevant tax legislation as
the income and net realized capital gains are distributable to the unitholders under the terms of its Trust Deed in the
manner and to the extent referred to in section 1.04.

1.07 Tax Information in respect of Unregistered Investments

Individual unitholders who do not hold their investments in the Fund through a registered vehicle are,
however, subject to income taxes on that part of the income for the year including the net taxable realized capital
gains of the Fund that is attributed to their units. whether or not distributions have been received by themin cash or
reinvested in additional units.

Under current income tax legislation, unitholders who are individuals resident in Canada are required to
include as income for tax purposes such amounts as will be reported to them on the annual tax information report.
Such amounts will include (i) their proportionate share of the income of the Fund. plus (ii) 507 of that part of the
income that is gross dividends received by the Fund from taxable Canadian corporations that is allocated to them
as their fair proportion for tax purposes. Such unitholders, however. are entitled to the general deduction relating
to Canadian interest and to dividends received from taxable Canadian corporations under current tax legislation,
and to a tax credit equal to approximately the 504 of dividends included by them in income as referred to in (ii)
above. All unitholders resident in Canada are entitled to applicable tax credits for their proportionate share of
taxes withheld from foreign income.

Individual unitholders resident in Canada will also include the share of net capital gains realized on sale of
investments by the Fund allocated to them with any other capital gains subject to tax realized by them during the
year. Such unitholders will be taxed on 509 of such gains at normal personal rates, subject to the general rules
relating to capital gains.

A Canadian resident unitholder who redeems or sells his units will be subject to tax on any capital gain thereby
realized. subject to the general rules relating to capital gains. The capital gain realized will generally be subject to
tax only to the extent that (a) the redemption orsale proceeds exceed cost (adjusted cost base) and (b) such proceeds
had not previously been taxed through capital gains and earnings allocations as previously described.

2. METHODS OF PURCHASE

Units of the Fund are available for purchase through the Distributor and through its selected mutual fund
dealers and brokers (“selected brokers™) qualified to transact securities business in the provinces in which units may
be offered for sale to the public as described below. Units so purchased are taken in the name of the Investment
Trustee and held by it in trust for the beneficial owner. Subscriptions for units received by a sales representative or
agent shall be mailed to the principal office of the Distributor and the Registrar, 145 King Street West, Toronto,
Ontario, M5H 2E2, the same day they are received. Further, at the subscriber’s request and expense, a subscription
request may be transmitted by wire or telephone to the said principal office. Any subscription may be rejected by
the Distributor or the Registrar. The decision to accept or reject subscriptions will be exercised promptly and inany
event within 2 days of receipt of the subscription. and in the case of a rejection. all monies received with the
subscription will be refunded to the subscriber immediately.

2.01 Available Accounts :
Units are available on initial investment in amounts of $1.000 or more and subsequent investments may be
made in amounts of $100 or more excepting for RRIF plans which require an initial investment of $40,000.

2.01.1 Accumulation Plan

Amounts of less than $1.000 will be accepted under the Accumulation Plan. Initial investments must be at least
$100 and subsequent investments must be at least $50 each. If the initial investment is less than $500, the application
must be accompanied by a pre-authorized chequing plan to provide for subsequent investments. Subsequent
investments of less than $100 each must be by a pre-authorized chequing plan.
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The Registrar reserves the right to redeem in full any Accumulation Plan account on the second Thursday in
March of the third year, or any subsequent vear. after the calendar vear in which the account was opened if the
amount invested therein, less redemptions, 1s then less than $1.000.

2.01.2 Periodic Withdrawal Option

At any time when the value of the units in s non-registered account is $10.000 or more. the investor. hy
written request may arrange for a Periodic Withdrawal Programme under which he may liquidate monthly o:
quarter-annually (a) such number of units as is necessary to provide for payments of a specific dallaramount or ()
a specific number of units. The investor may be subject to applicable tax on any gain realized on the units
liquidated. in the manner referred to in section 1.07. Tax Information in respect of Unregistered Investments, A
minimum balance of $1,000 in net assct value of the remaining units must be left invested after a partial liguidation
or the Registrar has the right to redeem the remaining units. make pavment to the investor and close the account.

However, if such liquidations are in excess of earnings of the Fund and net capital appreciation, it will resultin
encroachment on or possible exhaustion of the unitholder’s original capital.

2.02 Issue Price and Acquisition Charges

The issue price of each unit shall be the net asset value thereof nextdeterinined after the time of sale (being the
time that a subscription with payment has been received at the principal office of the Distrihutor at Toranto.
Ontario) plus the sales commission payahle. Sales commission is pavable onapplication. Sales made after the time
of closing of The Toronto Stock Exchange ona day when netasset value is determined shall be deemed to have heen
made after such determination of net asset value.

T'he Distributor receives the sales commission. The balance received is invested in the Fund. Sales commission
rates are as follows:

commission as 4 of COMMISSION i of net st
where the price paid by investor value ol umits parchased
“amounted invested” I8 shall not exeeed shall not exceed B
h) 0to$ 24999 9} 9 XY
§ 25,000 to § 49999 7% 75309
$ 50.000 to S 99.999 5% 5.26¢,
$100,000 to $199.999 40 4.17¢;
$200,000 to $299.999 3% 2.09¢,
$300,000 to $499.999 20 2044
£500.000 or more 107 1.01¢,

To determine the "amount invested™. the above table will be applied 1o cuch mvestment separately.

2.03 Partial Redemptions, Conversions from certain other United Funds and Changes of Ownership

An investor in a non-registered account may liquidate from time to time a part of the units held in such
account. A minimum balance of $1.000 in net asset value of the remaining units must be left imvested at the time of
such partial redemption or the Registrar has the nght at anv time thereafter to redeem the remaining units. make
payment to the investor and close the account.

Where (1) an investment is converted from one fund to another or between the Fund and anv fund assoctated
with it or (i) the registration of a change of ownership of the investment is requested by the investor and otherwise
permitted by the prospectus of the fund effected. then no sales charge will be pavable on the conversion or change of
ownership. The shareholder or unitholder will be required to pay applicable tax. if anv. onany gain realized on the
redemption of shares or units converted. If such transaction is effected by redemption or conversion of part only of
an account then a minimum balance of $1.000 must be left in such account, No conversion to the Fund will be
permitted from any Periodic Withdrawal Programme of an associated fund if. as a result. there is an amount of less
than $10.,000 in net asset value remaining in such Programme.

Similar arrangements for conversion into other associated funds are currently offered by such funds to
unitholders of this Fund.



3. VALUATION AND REDEMPTION OF INVESTMENT
3.01 Frequency of Valuation
The net asset value of each unit will be determined in accordance with the provisions of the Trust Deed and
shall take effect at the times and for the purposes of pricing for sales and redemptions as set out in the paragraphs
relating to such transactions and any determination of net asset value so made shall be binding on all parties. A
determination of net asset value shall be made:
(i) as of the close of business of The Toronto Stock Exchange on (1) each Thursday in each week and
in the event that Thursday is a holiday then on the next business day (as defined in sub-paragraph (iii)
of section 3.03) following such Thursday and further (2) on the last business day of each
calendar month. and
(i) in addition to the foregoing. at any particular time sclected by the Manager on any day if such
is for any reason deemed advisable.

3.02 Method of Determining Net Asset Value
The net asset value of each unit shall be determined in accordance with the Trust Deed as follows:

The net asset value of each unit as of any particular time shall be the quotient obtained by dividing the value. as
at such time. of the net assets of the Fund (i.c. the value of the assets of the Fund less its liabilities) by the total
number of units of the Fund outstanding at such time.

The value of any bond. time note. share of stock. subscription right or other security which shall be listed or
dealt with upon any recognized stock exchange shall be determined as of the close of business by taking the last sale
price (or lacking any sales. a price not higher than the closing asked price and not lower than the closing bid price
therefor as the Manager may from time to time determine) on that exchange on the date as of which the net asset
value is being determined. and. in the case of a determination made other than as of the close of business. the latest
available quotations (i.c. last sale preceding the time as of which the determination is being made or latest bid and
asked if there was no sale on that dav) shall be used.

The value of any bond. time note. share of stock. subscription right or other security or other property which is
not listed on a recognized stock exchange shall be determined by taking the last ascertainable sale price thereof or,
in the event of any lack of sales orin the event that the Manager is of the opinion that such last ascertainable sale
price does not accurately reflect the value of such seeurity or property. then such value shall be determined by
taking such price as the Manager may. from time to time. determine provided that it shall not be higher than the last
guoted asking price and notlower than the last quoted bid price. Restricted securities and other non-liguid assets. if
any. other than mortgages (further referred to initem 21 under section 5.04. Investment Restrictions) shall be
valued while their disposition is restricted at a discount rate from the market price equal to that at which such
securities were purchased.

Mortgages shall be valued at a principal amount which produces vields equal to the unserviced mortgage rate
as determined by the portfolio manager to be applicable to similar insured mortgages then available on an arm’s
length basis for purchase by the Fund. In calculating such vields. the life of the mortgage shall be assumed to be
either one-half of the remaining amortization period. or the term to maturity. whichever is the lesser. When. in the
opinion of the Manager. any change of 'y of 17¢ or more occurs in such unserviced mortgage rate, the value of the
mortgages shall be increased or decreased accordingly. In cach computation of net asset value of the Fund. the
valuation method applied to mortgages shall be the same.

3.03 Redemption

Any investor may require the Registrar at any time and from time to time to accept for redemption at the net
asset value thereof. all or any of the units registered in his name by delivering a written request (a) to the Distributor
or to it at their principal office. at Toronto. Ontario or (b) to a sales manager. representative or agent of the
Distributor who shall mail it to the Registrar at Toronto the same day it is received. A redemption request may be
transmitted to the Registrar at Toronto by wire or telephone at the investor's request and expense and the
representative or agent shall so advise the investor, The redemption will be carried out subject to the following
terms and conditions:

(1) Units to be redeemed pursuant to any notice deposited with the Registrar at Toronto. shall be

redeemed at the net asset value next determined following such deposit: provided. however.

that any notice deposited after the close of business of The Toronto Stock Exchange on a dav when net asset

value is determined shall be deemed to have been deposited on the next business dav.



In respect of RHOSPs and RRSPs. the right or cedemption is subject to the requirements and
limitations of the Tncome Tax Act (Canada) and the trust instrument under which they are administered.

A minimum balance of $1.000 in net asset value of the remaining units must be left invested at the time
ol partial redemption from an RRSP or the Registrar has the right to redeem the remaining units,
make appropriate pavment theretor and close the account.
(i) Notwithstanding the foregoing. where units being redeemed huve been purchased by pavment to the
Fund mude within 90 days of the deposit of notice of redemption at a sales commission of less than 207 of the
sales price. then u redemption fee will be charged and deducted from the redemption price of the units in an
amount equal to the difference hetween the sales commission actually charged on the units being redeemed
and 200 of the sales price. Such redemption fee will be retained by the Fund. This redemption fee shall
not apply to redemptions in the normal course under Periodic Withdrawal Programmes,
(111) \ business day shall mean a business day of the Fund which is normally a day when The Toronto Stock
Exchange is open for trading.
(iv) Deposit of notice of redemption shall be valid only when o written request from the investor has been
delivered to and received at the principal office of the Registrar at Toronto. Ontario. in a form satisfactory to
the Registrar or the Plan Trustee, as the case may require, and with signature puaranteed by a Canadian
Chartered Bank. a Trust Company authorized to do business in Canada, a Ciisse Populuire or a selected
broker together with evidence of compliance with the requirements of the Plan Trustee and all laws and
regulatory requirements pertaining to such vedemption. Such request tor redemption may be for all or part ol
the units inan RRSP or a non-registered account or all of the units in an RHOSP.
(5% Payment for such units shall be made within 7 davs after the date as of which the units are valued Tor
redemption. Payment  for  such units  so to be  redeemed  (less federal  and  other  taxes.
ifany.and Plan Trustee fees in the case ol RRSPs and RHOSPS) shall be made by cheque pavable to the
registered holder unless. at the request of such holder the Registrar in its absolute diseretion agrees
otherwise,
(Vi) Redemption of units owned by the investor is only permitted upon the written request of such investor
or for the purpases of pavment of service [ees, taxes and other lawtul charges and the hiquidation of small
accounts as provided lor herein.

3.04 Service Charge Summary

(1) Plan Trustee's fees (see section 1.03)
RRSP administration per vear S 12.00
RRIF administration per vear 25.00
premature closing 200.00
RHOSP administration per vear 12.00
closing 35.00
(i1) Sales charges (see section 2.02)
(111) Munagement fees (see section 5.01)

3.05 Rights and Conditions

The rights. limitations and conditions related to the purchase of units of the Fund shall be such as are provided
in the then current prospectus and the unitholder will be provided with a copy of the current prospectus or
otherwise advised of changes. if anv. to such rights. limitations and conditions, The rights, imitations and
conditions (other than those related to acquisition fee under any Periodic Investment Plans sold under a previous
prospectus) related to the investment shall be such as arc established from time to time by the Fund Trustees for the
orderly regulation and administration of unitholders’ accounts as such are evidenced by the provisions of the Trust
Deed. laws. regulations and administrative policies to which the Fund becomes subject. as such may be amended
from time to time. Such rights, limitations and conditions shall include but not be limited to rights to redemption.
transfer. distributions to unitholders and the maintenance of investment records and accounts in respect of anvand
all forms of investments in the Fund.

4. ORGANIZATION OF THE FUND
4.01 Trust Information

United Financial Management Lid. (the “Parent Company™) established and promoted the Fund in
accordance with the laws of Ontario by a Declaration of Trust dated September 22. 1971. The Declaration of Trust



was superseded by a Trust Deed dated November 30. 1971 under which the Parent Company as Settlor of the trust
appointed Trustees of the Fund. The Fund has its head office and principal place of business at 145 King Street
West, Toronto. Ontario.

4.02 Trustees and Officers of the Fund
The names and home addressesin full of all Trustees and Officers of the Fund. the positions with the Fund held
by each and the principal occupations of cach within the 5 preceding vears are as follows:

Name and Home Address Position with the Fund Principal Occupation
John Hewson Coleman. ......... Chairman of the Board. ..... President.
111 (Hon ). K M. President and Trustee J.H.C. Associates 1.td.

Apartment No, 603-4,
561 Avenue Road.
Toronto. Ontario.

Stanley Roy-Anderson-—... ... c.... Vice-President. Secretary ... Sceretary.
64 Ravine Park Crescent, and Trustee United Financial Management [id.
West Hill, Ontario.

Gordon Arthur Christopher. ... | TS (L e S S President.

BoAL HLAR Christopher Enterprises 1.td.
1668 West 40th Avenue.

Vancouver. British Columbia.

H. Reuben Cohen. ... .oon ... EUSTOC s = s e st slaion Barrister and Solicitor
Q.G DG,

115 Hillerest Drive,

Moncton. New Brunswick.

Jacques de Billv. o.co ..o L e e R g Senior Partner.

1410 Oak Avenue, Gagnon, de Billy. Cantin. Dionne.
Quebee City, Quebee. Martin. Beaudoin & lesage
EeonardiEN ez vosmsanmms: oo LRUSTER o5 heis wavercnon sossne svons President.

94 Summit Crescent. [.conard Ellen Incorporated
Westmount, Quebec, (Prior to March, 1977

Chairman of the Board and
Managing Director.
C.J. Hodgson. Richardson Inc.)
Gieaham Martin’ Maclschlan < een  CITUSICE s i Saulonid i Retired Exccutive
6 Wilket Road.
Willowdale. Ontario.

James Bernard Prendergast ... ... FRustee hgi R o o ocrione President.
58 Old Forest Hili Road. Westroe Industries Limited
Toronto, Ontario, (Prior to September. 1975

President. United Financial
Management L.td.)

William James Clarke. . ......... Exceutive Vice-President. . ... President.
1188 Carev Road. ! United Financial Management L.td.
Oakville. Ontario. - _ (Prior to January. 1975

Vice-President. The Metropolitan
Trust Company)

Gerald Francis Coleman ........ Vied-RBresidentie: oo it Vice-President.
2510 Winthrop Crescent. United Funds Management
Mississauga. Ontario. Corporation

(Prior to September, 1978
Regional Manager. Pension
Investment Services.
Montreal Trust Company)



Name and Home Address Position with the Fund Principal Occupation

James Lionel Dent ooooo oL, Viee-President ..o Vice-President,
100 Ranstone Gardens, United Financial Management 1.1d.
Scarborough. Ontario.

Engelbert Joseph Dessailly oooo00 Treasurer oo Treasurer,

56 Cassandra Boulevard, United Financial Management 1.td.
Town House 4. (Prior to Januarvy, 1975

Don Mills. Ontario. I reasurer. Canadian Security

Munagement [td.)

John Winston Henex Davies. Janes, ‘Controller s wan sos se s o Controller.
40 Onslow Court. United Financial Management td
Qukville, Ontario, (Prior to March. 1976

Supervisor. General Accounting,
United Financial Management T1d))

S, INVESTMENT MANAGEMENT
5.01 The Manager

United Funds Management Corporation, a professional investment management company. incorporated
under the laws of Ontarios with head oftice and principal plice of business at 145 King Street West, Toronto,
Ontario, is the Manager of the Fund. Under s Agreement (as amended ) dated November 30, 1971 the Manager is
responsible tosupervise. manage and direct the mvestment ol the cash. securities and other property comprising the
assets of the Fund and to recommend what securiiies should be purchased or sold and what porton of the Fund’s
assets should be held uninvested. The Muanager also provides and pavs for adequate office space and equipment,
pavs lor any other expenses icidental to the operation thereof including the costs and fees of the Fund Trustees.
maintains the financial accounts of the Fund. calculates, when required. the net asset value of the units and places
orders for the purchase and sale of securities on behalf of the Fund.

Anv brokerage lees and commissions, costs, claims and adjustments on the purchase and sale of portfolio
securtties, mortgage servicing fees and taxes of all Kinds to which the Fund is or might he subject will be borne by
the Fund. AlL other fees and expenses incurred by the Fund in the ordinary course of 1t business relating to its
orgamyzation. management and operation will be paid by the Manager.

Forall services and facilities which the Manager providesto the Fund. itis pid foreach dav | 365 of 107 ol the
net asset value ol the Fund. The Manager's lee for cach dav in any period commencing with the dayv that net asset
vilue of the assets of the Fund is determined and ending with the next day that such net asset value is again
determined shall be based upon the net asset value determined at the beginming ol such period.

Any changes in management fees will not be made without priorapproval by a vote of at least 5077 of the units
represented by a return of proxies solicited by prior notice of at least 21 days and at which a quorum of at least 1067
of the issued and outstanding units has been obtained in accordance with National Policy Statement No. 7.

Charges to the Fund over the last 5 years were as follows:

Net asset value per unit Total charges as a
At beginning At end Distributions Total fees charged per cent of average
of vear of vear per unit (a) to the Fund (b) net assets (c)
1974 $4.99 $4.43 40¢ $50.766 0.999%
1975 4.43 442 43¢ 51.858 1.003%
1976 442 4.75 43¢ 51.315 1.002¢;
1977 4.75 4.73 41.5¢ 56.542 1.00477
1978 4.73 4.55 41.75¢ 57.LIE3 1.0147%

(a) Cumulative distributions for the 5 years were $2.0925 per unit.

(b) All charges were paid by the Fund. The Manager does not pay Plan Trustee fees or other charges for special
services provided to individual unitholders.

(c) Average net assets are calculated to be the average of the net asset value determined at the end of each month.

(d) Management charges vary from one mutual fund to another.

The amount of remuneration paid by the Fund to the Manager during the last completed financial year was
$57.113.



During the year ended December 31, 1977. the total amount of brokerage paid by the Fund for brokerage
services was $25.541. The amount of brokerage paid by the Fund to a principal broker and such amount as a
percentage of the total brokerage paid are as follows (there was no principal broker for the 1976 and 1978 vears):

Amount paid to

Amount paid to principal broker as
Principal broker principal broker a O of total brokerage
l.oewen. Ondaatje. McCutcheon &
" Company Limited $7.875 30.836¢
Mcl.eod Young Weir Limited 5.806 22.73%
Wood Gundy Limited 3.933 15.487%%

5.02 Directors and Officers of the Manager
The names and home addresses in full of all Directors and Officers of the Manager and the positions with the
Manager held by cach are as follows:

Name Home Address Position with the Manager

William James Clarke .............. 1188 Carcy Road ........... President and Director
Oakville. Ontario

Stanle Roy Andersomn-=% ...« « vax i 64 Ravine Park Creseent. . ... Vice-President,
West Hill. Ontario Secretary and Director

Gerald Francis Coleman ............ 2510 Winthrop Crescent .. ... Vice-President and Director
Mississauga. Ontario

anics LioneltBentsrrsr. f ol Ll 100 Ranstone Gardens....... Vice-President and Director
Scarborough. Ontario

James Montapue Farley ............ 23 CardimaliPrives s in e Director
Oakville. Ontario

Engelbert Joseph Dessaillv ..., 56 Cassandra Boulevard .. ... Treasurer

Town House 4
Don Mills. Ontario

John Winston Henry Davies Jones ... 40 Onslow Court ........... Controller
Oakville. Ontario

5.03 Portfolio Management

The Manager retains a staff of professional and trained investment managers who analyse and study data.
information and recommendations obtained from all available sources including dircct discussion with
management of a company whose sccurities are being considered for purchase and recommendations and studies
offered by brokers and economists. All purchases and sales of securities must be authorized by the Manager. Each
Fund Trustee and cach member of the Board of Directors of the Manager 1s provided with a detailed monthly
report of such purchases and sales, The portfoliois reviewed frequertly by the Manager and. if warranted. is further
considered at meetings of the Fund Trustees. Transactions are normally arranged through a large number of
brokerage houses. Payments for and settlement of transactions are formally carried out by the Custodian of the
securities. The Manager and its personnel never have custody of any portfolio securities at any time. Indetermining
the allocation of brokerage business. the Manager's objectives will include ensuring that the stock exchange and
brokerage firm used will be suchas to provide forexecution of the portfolio transaction as expeditiously as possible
at favourable prices and that. where not inconsistent with the transaction objective. allocation of brokerage
business will result in the generation of rescarch services and securities trading services and market information
from the brokerage community consistent with good portfolio management practice.

The total cost of securities of the Fund portfolio at December 31. 1977 was $5.347.453 and at December 31,
1978 was $5.092.558. The total cost of securities purchased during the financial year ended December 31. 1978 was
as follows:

(a) Short term notes:

Governmentissuedioreuaranteed SeCUNItIES ;s oms v s tbis ns siai vl v e S 442422

OTherShoREEPMEMOTER ot ity oo s Cadimiem oo et e o © L e aien s aniten 10.015.704
(b) Other securities:

Government issued or guaranteed securities . .......... 3.101.375

DTHEE . oo sinie svsiiorel smvse afieel £iaEa el siioris. =ioeel kation Hiokal o1 eicen 388 o/iinss 004,125 4.095.500

TOUAL cnis wsiie v w seom s siovasecssuiie st s issern s Sr f V e T D TN e L] § 14.553.626



5.04 Investment Restrictions

The Fund will continue to be aperated as a fully managed mutual fund. Subject to the following investment
restrictions, the Fund's assets may be invested in securities of any class or kind in anv countrv. Investment of the
Fund's assets is restricted and all investors will be notified within 15 days of any amendment to the Trust Deed
which changes such restrictions, The Fund:

Iy shall not borrow money or hypothecate. mortgage or pledge any of its property. real or personal,
movable or immovable: excepting that the Fund mav horrow from its Bankers on its
general credit up to 5% of its net asset value for the purpose of pavment of the proceeds of
redemptions if in the opinion of the Manager it is in the interests of the Fund so to do:

2. shall not purchase on margin securities of any sort;

3 shall not sell short any security:

4, shall not underwrite or participate in the underwriting of any sccurities;

5: shall not participate on a joint or joint and several basis in any trading account in securities;
6. shall not lend any of its funds or other assets to any person, directly or indirectly. other than

through the purchase. in accordance with the investment policies of the Fund. of securities of a

person who does not control and 1s not under common control with the Fund:

7 shall not purchase or otherwise acquire any security issued by or any other interest in the business
ot any person who is a broker or dealer or is engaged in the business of underwriting or is an
investment adviser;

8. shall not knowingly acquire any security:

(ar il after giving effect thereto the Fund would at the time ol such acquisition directly or
indirectly own. control or hold with power to vote 107, or more of the outstanding
voting securities of anv other company:

(b)  of an issuer (other than securities issued or guaranteed by the Government of Canada or any
province thereof or any agency of any such government) if, after giving effect thereto. the
Fund would have invested more than 105 of its net assets determined in accordance
with the provisions of 1ts Trust Deed. in securities of such issuer;

9, shall not deal with a Trustee or the Manager, any affiliate or any officer or director or employee
thereof as principal in making purchases or sales of securities (other than units which
may be issued by the Fund itself): provided that anv affiliate or anv officer or director
or emplovee of the Manager mayv. upon compliance with applicable laws and regulations, either
directly or through a firm. act as a broker ind they may accept the customary commissions in the
purchase and sale of securities by ar for the aecount of the Fund and the Distributor referred to in
section 6.01 may act as such in connection with the purchase or sale of any units issued by the Fund:

10. shall not purchase or sell real estate.

I shall not purchase or sell commoditics or commodity future contracts:

12. shall not purchase or write options:

13 <hall not purchase securities of its managment company or contractual distributor;

14, shall not issue purchase warrants or any obligations. bonds. notes, debentures or ather senior
securities:

15. shall not purchase secunties which are the object of an initial sale or distribution. unless (21) such

securities may be lawfuliv sold in the jurisdiction in which the Fund and its Manager are
situate. and (b) such securtties may be lawiully sold in the jurisdiction in which the issuer is situate;

16. shall not invest in any sccurity which mav. by its terms. require the Fund to make an additional
contribution:

17. shall notinvest in the securities of mutual tunds or in the securities of any other pooled investment
vehicles from which investment advisory or management tees are exigible;

18. shall not purchase securities other than through normal public market facilities unless the purchase
price approximates the prevailing market price and is negotiated on an arm’s length basis:

19. shall require the Trustees and any director. officer or emplovee of the Manager engaged in

investment research or participating in any way in any investment decision with respect to the
securities of a company in which such Trustee. director. officer oremplovee has any interest, direct
or indirect. to disclose immediately such interest and refrair fiom voting on such investment
decision:

shall not invest in excess of 1027 of its net assets in mortgages;

shall not invest in excess of 107, of the net asset value of the Fund in restricted securities and other
non-liquid assets which term shall include options, rights and warrants. (Directly held mortgages
shall be deemed to be a form of non-liquid assets):

22. shall not invest in excess of 109 of its assets in foreign property as defined in the Income
Tax Act (Canada).

2 b
=
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5.05 Custodian of Portfolio Securities

Securities and cash owned by the Fund are deposited for safekeeping with and are kept by the Custodian, a
Canadian Chartered Bank, 44 King Street West, Toronto, Ontario or such other depository as may be necessary or
advisable in the due operation of the Fund and is arranged through the Custodian. The Manager pays the fees of the
Custodian.

5.06 Registrar and Transfer Agent Responsibility

By Agreement dated April 26, 1974, as amended, Continental Trust Companv 2 99.8% owned subsidiary of
United Financial Management Ltd., was appointed Registrar and Transfer Agent for the Fund in the cities of
Toronto, Montreal, Edmonton and Vancouver. The costs of the registrar and transfer agent services that would be
otherwise payable by the Fund are borne by the Manager under the management contract. Estates of investors who
were residents of the Provinces of Saskatchewan, Manitoba, Nova Scotia, New Brunswick, Prince Edward Island .
or Newfoundland are required to file Form 3 under the Succession Duty Act of the Province of Ontario and obtain
a release or pay dutv where the circumstances so require.

6. DISTRIBUTION
6.01 Principal Distributor

United Investment Services Ltd. with head office at 1201 Place du Canada. 1010 La Gauchetiére Street West,
Montreal, Quebec is the principal distributor of the Fund. The offers and applications together with any payments
in respect thereof are sent to it at 145 King Street West, Toronto, Ontario. It is the intention of the Fund Trustees
and of the Distributor to offer the units in continuous offering.

6.02 Directors and Officers of the Distributor
The names and home addresses in full of all Directors and Officers of the Distributor and the positions with the
Distributor held by each are as follows:

Name Home Address Position with the Distributor

William Jamest@larke. ... o, o0y 188 Carey-Road ... 0. President and Director
Oakville, Ontario

Stanley Roy Anderson.............. 64 Ravine Park Crescent..... Vice-President, Secretary

: West Hill, Ontario and Director

Gerald Francis Coleman ............ 2510 Winthrop Crescent .. ... Vice-President and Director
Mississauga, Ontario

Jameslionel Pent : ool 880 £ et 100 Ranstone Gardens....... Vice-President and Director
Scarborough, Ontario

James Montague Farley ............ 234 Cardinal Drive.......... Director
Oakville, Ontario

Marcel Rosaire LaRochelle.......... 774 Colonel Jones Avenue ... Vice-President
Ste Foy, Quebec

Engelbert Joseph Dessailly .......... 56 Cassandra Boulevard ..... Treasurer

Town House 4
Don Mills, Ontario

John Winston Henry Davies Jones ... 40 Onslow Court ........... Controller
Oakville, Ontario
Judith Ann Kavanagh .............. 1645 DeMaisonneuve........ Assistant Secretary

Boulevard West
Apartment 515
Montreal, Quebec

7. ADDITIONAL INFORMATION
7.01 Rights of Unitholders

The units of the Fund rank equally in respect of all unitholder rights. The Fund is operated and controlled
under the Trust Deed. Fractional units shall have the same rights, limitations and conditions which are provided
for whole units in the proportions which they bear to one unit of the Fund. Unitholders will be provided with the
proxy material issued by the Fund and given an opportunity to vote in person or by proxy.

The Fund Trustees will refer for determination by the vote of unitholders, any material changes to investment
policy, fees paid by the Fund and negotiated on other than a fully arm’s length basis with the Fund Trustees, the
renewal of the management contract in the fifth year, any material amendment to the Trust Deed and any other
matter deemed by the Fund Trustees to be a proper matter under the Trust Deed for reference to unitholders and
the cost of such reference shall be borne by the Manager. Matters other than those referred to above which affect
unitholders as a class may be referred to a vote of unitholders by unitholders representing 5% of the units of the -
Fund and the cost of such reference shall be borne by such last mentioned unitholders.
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7.02 Purchaser’s Statutory Rights of Withdrawal and Rescission
Sections 64 and 65 of The Securities Act (Ontario), Sections 63 and 64 of The Securities Act (Manitoba).
Sections 70 and 71 of The Securities Act. 1967 {Saskatchewan) and Sections 64 and 65 of The Securities Act
(Alberta) provide. in effect. that where a security is offered to the public in the course of distribution:
(1) a purchaser will not be bound by a contract for the purchase of such security if written or telegraphic
notice of his intention not to be bound is received by the vendor not later than midnight on the second business
day after the prospectus offering such security is received or is deemed to be received by the purchaser or his
agent; and
(11) a purchaser has the right to rescind a contract for the purchase of such security, while still the owner
thereof, if the prospectus or any amended prospectus offering such security contains an untrue statement of a
material fact or omits to state a material fact necessary in order to make any statement therein not misleading
in the light of the circumstances in which it was made. but no action to enforce this right can be commenced by
a purchaser after the expiration of 90 days from the later of the date of such contract or the date on which such
prospectus or amended prospectus is received or is deemed to be received by the purchaser or his agent.

Sections 61 and 62 of the Securities Act (British Columbia) provide in effect that. where a security is offered to
the public in the course of primary distribution, a purchaser has the same right of rescission described in (i) ahove
and also that a purchaser has a right to rescind a contract for the purchase of a security, while still the owner thereof.
if a copy of the last prospectus, together with financial statements and reportsand summaries of reports relating to
the securities as filed with the Superintendent of Brokers. was not delivered to him or his agent prior todeliveryto
either of them of the written confirmation of the sale of the securities. Written notice of intention to commence an
action for rescission must be served on the person who contracted to sell within 60 days of the date of delivery of the

written confirmation, but no action shall be commenced after the expiration of three months from the date of such
notice,

Reference is made to the said Acts for the complete texts of the provisions under which the foregomngrights are
conferred and the foregoing summary is subject to the express provisions thereof.

7.03 Principal Holders of Securities
As of March 31, 1979 units or shares of the Fund, of the Manager and of the Distributor held by any ane
shareholder holding more than 10% of any class of each such corporation’s or trust’s shares or units were as follows:

Number
Type of of Shares
Name and Address Name of Relationship Designation  Owner- or Units Percent
of Shareholders Corporation to Issuer of Class ship owned of Class
Exco Corporation United Financial Direct Common  Bene- 1ISLTIE 92.25%
Limited Management Ltd. Shareholder ficial
1583 Hollis Street 145 King St. W. of Manager and of
Halifax, Nova Scotia  Toronto, Ontario Record
United Financial United Funds Manager Common  Bene- 252.500 100
Management Ltd. Management ficial
145 King St. W, Corporation and of
Toronto, Ontario 145 King St. W. Record
Toronto, Ontario
United Funds United Investment Principal Common  Bene- 5.000 1009
Management Services Ltd. Distributor ficial
Corporation 1201 Place du Canada and of
145 King St. W. 1010 La Gauchetiére St. W, Record

Toronto, Ontario Montreal, Quebec

H. Reuben Cohen, Q.C., 15 Hillcrest Drive. Moncton, New Brunswick owns 50% and Leonard Ellen, 94
Summit Crescent. Westmount, Quebec owns 49.96% of the issued and outstanding shares of Exco Corporation
Limited.

As of March 31, 1979, the directors and senior officers of the Manager as a group, owned, directly and
indirectly, less than 1% of its common shares. The Trustees and senior officers of the Fund as a group owned less
than 1% of its units.



7.04 Material Contracts

The Trust Deed dated November 30, 1971, as amended — See section 4.01. The Management Agreement
dated November 30, 1971, as amended — See section 5.01.

The Registrar Agreement dated April 26, 1974, as amended — See section 5.06.

The Custodian Agreement with a Canadian Chartered Bank dated November 30, 1971 — See section 5.05. The
Distributor Agreement dated November 30, 1971, as amended — See section 6.01.

Copies of all contracts referred to in this prospectus may be inspected at the principal office of the Registrar,
145 King Street West, Toronto. Ontario during normal office hours. These contracts may also be inspected at the
head office of the Distributor at 1201 Place du Canada, 1010 La Gauchetiére Street West, Montreal, Quebec.



INVESTMENT PORTFOLIO
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UNITED SECURITY FUND
(A Mutual Fund established by declaration of trust)

ASSETS AND LIABILITIES
December 31, 1978

Asspis
Inyestment papioliosamurker vhlue (average cost S a0 8] ¢ i ot on s e o oie miaiars ole an daiatols b atel clachis alaiiie § 5.100,718
L T T T e e e B s S o 534,333
Accounts receivable:
LT E R0 il o e T e e T e L I SRR i g, o i 12,837
AvcruodoiicRRNrEEe D CeF e o s e ettt Toe s e b ety i e s s e 111,788
5.759.676
Lianniins
Accounts pavable:
Securiliest puEelRS o e S e T 500,176
Uinits: rédeemed 53t e Rl ) i R G e D e N NI BRICY s bl 5.118
Other: Sl 0 s il b L i e R e e L e i et 4484 LSO
b L T e e e o S A e v M o L T UL $ 5,249.898
UNITHOLDERS® EQUITY
December 31, 1978
Cartran (note 3):
Units outstanding
e T St e O T NPy Jum Pl ot BT S R B e R U 8 Vi $ 5.883.174
U P T Ll 1 e T 116 A e R AR UG Ol N W e 0 L e DO it L I R o (20.028)
Lindisiributedinelireshzedosston sale of investments o D90 0 oo 0L Dol am gl i ST sk e B (621,408)
Bz ed e ppBc BTN GHINNCEUTIOTIES. .\ o ot Satond 5o bt boager ey cioimcrahe s O« i DE Lt el S o) 8.160

_S 5249898
On behalf of the Trustees:
Jasis B, PriSpERGAST. Trustee St1anLEy R Axperson, Trustee

See accompanying notes
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UNITED SECURITY FUND

STATEMENT OF CHANGES IN NET ASSETS
For the Five Years Ended December 31. 1978

1978 1977 1976 1975 1974
Net assets. beginning of year ................... § 5.751.804 S 5372444 S 4.987.155 S AKRO.KR2 S 6097021
Changes during the year:
Due to investment activities
Net incomeé forthe Vear v cva svamsass i on 497,503 492186 478.23% 474,775 437085
Undistributed net income included in the
price of units issued or redeemed
NBENOERY - ccmrmsusnaamemssgng svmes (9.310) 1.4K88 (2.62¥) (4.079) 271
Distribution from net income (a)............ (493.451) (492.67K) (478.091) (4K7.333) (433.695)
Realized gain (loss) on sale of
investments (b) ... ... oo (11.463) 106.104 (212.529) (280.632) (IK075)
Unrealized appreciation (depreciation)
BT T 15 [ T R —— (194.277) (123.K18) SE0.366 271,148 (424.2%5)
o (210.998) (16,71K) 165.356 (26.121) (626.259)
Due to capital transactions (note 3):
Proceeds from issue of units (d) ............ 1.118.082 1.823.576 1.526.840 1.534.9%3 2.647. 142
Amounts paid for units redeemed (¢) ........ (1.408.990) (1.427.49%) (1.506.907) (1.402.5%9) (1037123
(290.908) 396,078 19.933 132.394 (SK9.9K0)
Netassets.end of vear. ......... ... ... ..... § 5.249.89% $ 5.751.804 § 51372444 S 4.987.155 S dKR(.KK2
(a)Distribution per unit ..., 41.75¢ 41.5¢ 43¢ 43¢ Hie
(b)Realized gain (loss) on sale of investments:
Proceeds on sale of investments(c) .......... § 4.589.571 S 3.144.138 S 4.099.359 S STK067T S S.5K2.37]
Cost of investments sold (c¢):
Investments at cost. beginnming of
VEAT oottt 5.347.453 4.9548.754 5.181.667 5305770 f. 24K 37
Shares. bonds. debentures and mortgages
purchased .. .. ... e 4.095.500 33023712 4.012.978 6.187.206 . TRAUKDND
Net change during the vear in investment
at cost. in short-term commercial
BOLEE, iy 5t St epmmaton w50 Fhascsmse 250.639 124361 75.000 1450.000) (1.939.101)
Investments at cost. end of vear........... (5.092.558) (5.147.453) (4.95K.754) (S.1R1.66T) (5.305.770)
4.601.034 - 3.03%.034 4.3 188K 6.061.309 S.790 446
Realized gain (loss) on sale of
INVESIMENTS ..ottt iee e eee et S (11.463) % 106,104 ¥ rXA.529) S (2R0.6D) S 208.075)
(c)Excluding short-term commercial note
redemptions during the vearof ............. S 10.207.4%7 S 2915739 S 35862097 S 372850 S 9.62.794
(dyUnitsissued. .. .. ... 242144 3K6.928 137832 340, 3%K 556,622
(QuUnitSredeemed «uvun v oul snaed 305.117 302.572 131,935 42100 677,193
(f)Net asset value per unit:
At beginning of YEaT vy son sneaessess 5 4 $4.73 %4.75 $4.42 §4.42 S99
AL Bt VAT . s s sren ansngsmmsrzes w8 4.55 4.73 4.75 4.42 143
(g)Per umit information for a unit outstanding
throughout the vear:
NELUTHEOME v vns ovteon s RRaae sund 412 415 426 421 19X
Net realized and unrealized gain (loss)
ONINVEStMENTS cuvasen vin s s ey (.1745) (.02) IR (00 (.55K)

See accompanyving notes



UNITED SECURITY FUND

STATEMENT OF INCOME AND EXPENSE
For the Five Years Ended December 31, 1978

1978 1977 1976 1975 1974
Income from INVESUIICNIS. e v vvercne e snsvaon S 554616 S S4R.72K § 529553 S 526,633 $  4R7.RSI
Management foes (MO1E4) .o ouvin e vnnenrone s 5 56.542 51.315 51.858 50.766
Net income fontheycarinote 2) oo v _§ 497503 S 492,186 S 47823K $ 474775 $ 437,085
STATEMENT OF UNDISTRIBUTED NET INCOME (DEFICIT)
For the Five Years Ended December 31, 1978
- 1'-)78 1977 1976 1975 1974
Balance. beginning of Year ..., S (14770 S (15.766) ) (13.285) s 3352 S (2.749)
Net income Tor the Weir e sice madenanc s o 497.503 492,186 478.23K 474,775 437.085
Undistributed net income included in the price
of units issued or redeemed net..oo..L L (9310 1 4KK (2.62K%) (4.079) 2711
Distribution from net imcome .. ..o 493451 (492.678) (475.091) (487.333) (433.695)
Bulance: end olVeUr s s ninaimnts jﬁ_, !2I£N! < (14.770) S (15.766) b3 (13.285) $ 3.3152
STATEMENT OF UNDISTRIBUTED NET REALIZED
[.OSS ON SALE OF INVESTMENTS
For the Five Years Ended December 31. 1978
o s e 1976 1975 1974
Balance. beginning of vear ..o S (A9.945) S (716.04m S (503.52m S (222.88%) S (l4RID
Reilized gain (loss) on sale of investments
G AT (D R S £ I, I . L (11463 106.104 (212:529) (280.612) (208.075)
Balancerendiolvennss et Ges e Tl ais o sl S (621.408) S (609.945) S 1716.049) S (503.520) 5 (222.38%)
STATEMENT OF UNREALIZED APPRECIATION
(DEPRECIATION) OF INVESTMENTS
For the Five Years Ended December 31, 1978
197% 1977 1976 77";)?5u‘ - 1974
Balanice, begnning of VEE . oooovinn v s S 200437 S 126,255 S (254111 S 1525259 S (100.974)
Unrealized appreciation (depreciation) of
investments during the vear ... _ 194,277 2Ry SR0.366 271,148 (424.2K5)
Balance. end of vear. ..., T T T s X160 S 202437 S 00 326,255 S (254011 $ (525259

See accompanying notes



(a)
-(b)

(c)
(d)

UNITED SECURITY FUND

NOTES TO FINANCIAL STATEMENTS
December 31, 1978

Significant accounting policies

The following is a summary of significant accounting policies consistently followed by the Fund:

(a) Basis of determining market value — Each listed security is valued at the latest sale price thereof reported by the principal securities
exchange an which the issue is traded or, if no sale is reported, the average of the latest bid and asked price is used. Other bands. notes
and mortgages have been valued on a vield basis at the average price quoted by independent brokers.

(b) Investment transactions and income — Investment transactions are accounted for on the trade date (date the order to buy or sell 15
executed). Dividend income is recorded on the ex-dividend date. Interest income is recorded on the accrual basis. and includes
amortization of discounts received and premiums paid on purchase of interest bearing securitics. Realized gains and
losses from investment transactions and unrealized appreciation or depreciation of investments are calculated on an average cost
basis. or amortized cost in the case of interest bearing securities.

(c)  Fund unit valuation — The issue price of each unit of the Fund is an amount equal to the aggregate of the net asset value of each unit
outstanding at the date of issue (received by the Fund)and the distributor’s commission (retained by the distributor). The units of the
Fund are redeemable at the option of the holder at their net asset value. Net asset value per unitis determined at least weeklv as of the
close of business of the last to close of The Toronto Stock Exchange or the New York Stock Exchange when either of the said
exchanges are open for trading, by dividing the total value of the Fund's net assets by the number of units outstanding.

Income taxes

The Fund distributes annually to its unitholders all of its taxable income and all of its net realized capital gains [or tax purposes. to the

extent that such gains are not offset by capital losses carried forward from prior years or deemed to have been distributed to unitholders

who have redeemed their units during each vear. Such income and net realized capital gains are taxable in the hands of the unitholders and
not in the Fund. Accordingly no provisions for Canadian income taxes have been made in the accompanying financial statements.

Realized capital losses. net of realized capital gains. accumulated in the Fund, which are available to offset future realized capital gains for

tax purposes amount to $619.000 at December 31, 1978.

Capital

The issue price of each unit is an amount equal to the aggregate of the net asset value of each unit outstanding at the date of issue (received
by the Fund) and the distributor's commission (retained by the distributor). During the year ended December 31 1978, 242. 144 units were
issued for cash aggregating §1.123,881 (exclusive of the distributor's commission) of which $1.118.082 was allocated to capital and the
balance of §5.799 to undistributed net income. Units of the Fund are redeemable at the option of the holder at their net asset value. During
the year the Fund redeemed 305,117 units for an aggregate amount of $1.424.099 of which $1.408.990 was allocated 1o capital and the
balance of 515,109 to undistributed net income.

Management fees

Management fees payable to the Manager, United Funds Management Corporation. have been camputed on the basis of 17 perannum of
the average daily net assets. For these fees the Manager supervises. manages and directs the investment of the assets of the Fund. and
recommends the securities to be purchased or sold. The Manager also pays all expenses incurred by the Fund in the ordinary course af
business relating to its organization, management and operation. with the exception of the commissions and brokerage fees an the
purchase and on the sale of securities in the portfolio and taxes of all kinds to which the Fund is or might be subject,

Charges to the Fund over the last 5 years were as follows:

Net asset value per unit Total charges as a
At beginning Atend Distributions Total fees charged per cent of average
of year of year  per unit (a) . to the Fund (b) net assets (c)
1974 $4.99 $4.43 40¢ $50.766 0.999¢;
1975 4.43 4.42 43¢ 51,858 10035
1976 4.42 4,75 43¢ 51315 1.002¢¢
1977 4.75 4.73 41.5¢ 56,542 100467
1978 4.73 4.55 41.75¢ 57.113 1.0145

Cumulative distributions for the 5 years were $2.0925 per unit.

All charges were paid by the Fund. The Manager does not pay Plan Trustee fees or other charges for special services provided to
individual unitholders.

Average net assets are calculated to be the average of the net asset value determined at the end of each month.

Management charges vary from one mutual fund to another.
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UNITED SECURITY FUND

AUDITORS’ REPORT

To the Trustees of
UniTED SECURITY FUND:

We have examined the following financial statements of United Security Fund:

AT DECEMBER 31, 1978 — For THE FIvE YEARS ENDED DECEMBER 31, 1978 —
Assets and liabilities Changes in net assets
Unitholders’ equity Income and expense
Investment portfolio Undistributed net income (deficit)

Undistributed net realized loss on sale of investments
Unrealized appreciation (depreciation) of investments

Our examinations were made in accordance with generally accepted auditing standards, and accordingly included such tests and other
procedures as we considePed necessary in the circumstances.

In our opinion, these financial statements present fairly the financial position and investment portfolio of the Fund as at December 31, 1978 and
the results of its operations and the changes in its net assets for the five years then ended in accordance with generally accepted accounting
principles applied on a consistent basis during the period.

Toronto, Canada. CrLaRrksoN, Gorpon & Co.
January 19, 1979. Chartered Accountants
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The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities offered by
this prospectus as required by Part VII of The Securities Act (Ontario) and the regulations thereunder, by Part VII
of The Securities Act (Manitoba) and the regulations thereunder, by Part VII of the Securities Act (British
Columbia) and the regulations thereunder, by Part 7 of The Securities Act (Alberta) and the regulations
thereunder. by Part VIII of The Securities Act, 1967 (Saskatchewan) and the regulations thereunder, by Section 13

of the Securities Act (New Brunswick) and by the Securities Act (Quebec) and the Regulation thereunder.

Dated April 26, 1979,

(Signed) JounN H. COLEMAN (Signed) ENGELBERT J. DESSAILLY
Chief Executive Officer Chief Financial Officer

On behalf of the Board of Trustees

(Signed) JoHN H, COLEMAN *(Signed) JACQUES DE Bl LY

(Signed) STANLEY R, ANDERSON *(Signed) LEONARD ELLEN

*(Signed) GORDON.A. CHRISTOPHER *(Signed) GRAHAM M. Macl. ACHLAN
*(Signed) H. REUBEN COHEN (Signed) JAMES B. PRENDERGAST

*Signed by his appointed agent, STANLEY R. ANDERSON

To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain discl'o:‘iurc of
all material facts relating to the securities offered by this prospectus as required by Part VII of The Securmes‘Act
(Ontario) and the regulations thereunder, by Part VII of The Securities Act (Manitoba) and the regulations
thereunder, by Part V11 of the Securities Act (British Columbia) and the regulations thereunder, by Part 7 of The
Securities Act (Alberta) and the regulations thereunder, by Part VIII of The Securities Act, 1967 (Saskat?hewan]
and the regulations thereunder, by Section 13 of the Securities Act (New Brunswick) and by the Securities Act
(Quebec) and the Regulation thereunder.

" Dated April 26, 1979
(Principal Distributor) UNITED INVESTMENT SERVICES LTD.

by (Signed) STANLEY R, ANDERSON
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