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Management Report of Fund Performance
This Interim Management Report of Fund Performance presents
management’s view of the significant factors and developments during the past
period that have affected the Fund’s performance and outlook and should be
read in conjunction with the unaudited financial statements of the Fund for
the period ended June 30, 2021 and the audited financial statements of the
Fund for the year ended December 31, 2020 together with the notes related
thereto.

Some of the statements contained herein including, without limitation,
financial and business prospects and financial outlook may be forward looking
statements which reflect management’s expectations regarding future plans
and intentions, growth, results of operations, performance and business
prospects and opportunities. Words such as “may”, “will”, “should”, “could”,
“anticipate”, “believe”, “expect”, “intend,” “plan”, “potential”, “continue” and
similar expressions have been used to identify these forward looking
statements. These statements reflect management’s current beliefs and are
based on information currently available to management. Forward looking
statements involve significant risks and uncertainties. A number of factors
could cause actual results to differ materially from the results discussed in the
forward looking statements including, but not limited to, changes in general
economic and market conditions and other risk factors. Although the forward
looking statements contained herein are based upon what management
believes to be reasonable assumptions, we cannot assure that actual results will
be consistent with these forward looking statements. Investors should not
place undue reliance on forward looking statements. These forward looking
statements are made as of the date hereof and we assume no obligation to
update or revise them to reflect new events or circumstances.

Investment Objective and Strategies
Faircourt Gold Income Corp. (the “Company”, or the “Fund”) has been
created to provide investors with exposure to the leading global companies
primarily involved in gold exploration, mining or production including those
in the S&P/TSX Global Gold Index, while also providing monthly
distributions.

The Company’s investment objectives are to provide Shareholders with:

(i) monthly distributions, initially targeted to yield 5% ($0.04167 per
Class A Share per month) per annum based on the issue price of $10.00
per Class A Share; and

(ii) the opportunity for capital appreciation.

The Investment Advisor to the Company is Faircourt Asset Management Inc.
(“Faircourt” the “Manager”). Faircourt, together with its affiliates, currently
provides management services to one NEO Exchange listed closed end fund,
Faircourt Split Trust and one NEO Exchange listed corporation, Faircourt
Gold Income Corp. Faircourt also acts as Portfolio Advisor to the Ninepoint
Alternative Health Fund.

In order to generate additional returns, reduce risk and generate a monthly
income stream, the Company writes covered call options on securities held in
the portfolio and cash secured put options on securities desired to be held in
the portfolio. Writing call options tends to decrease the Fund’s exposure to
the underlying instrument. Writing put options tends to increase the Fund’s
exposure to the underlying instrument. The Fund’s current distribution is
$0.024 per Class A share per month.

Risk
There were no material changes to the Company over the financial period that
affected the overall level of risk associated with an investment in the Company.

The risks of investing in the Company are discussed in the Company’s 2020
Annual Information Form.

Results of Operations
Market Commentary and Outlook:
Since the second half of 2020 global economies have been in reflation, that is
where both growth and inflation are accelerating on a trending basis. Propelled
by exuberance around reopening and mass vaccinations, the first half of 2021
did not disappoint. From the pandemic low in March last year, global equities
have risen over 85%, making the rally one of the quickest and stronger
post-recession market recoveries on record. In this recovery phase, gold
performance lagged during the first half of the year, with the gold price
declining by 6.7% while the gold equites returned −5.4%. With spending
initiated during COVID showing little sign of abating, governments around
the world continue to post wide deficits while maintaining a very
accommodative monetary policy despite seeing a resurgence of inflation.
Central banks appear more concerned with ensuring that the recovery
proceeds rather than attempting to tamp down inflation. Inflation tends to be
sticky, though and managing inflation without impacting the recovery will be
a difficult task. We believe that an allocation to gold is prudent considering
these risks.

Beyond the headlines, the breadth of the current economic recovery continues
to be challenged. The consumer remains under-employed, over levered and
over extended. The labour markets remain stressed, personal savings rates
remain elevated, bankruptcies are continuing, and banks are reluctant to lend.
At present, roughly 16 months after the pandemic began, there are still
16 million workers collecting unemployment insurance in America. For
reference, at the peak of the Great Financial Crisis (“GFC”), in May of 2009,
there were 6.5 million workers collecting unemployment insurance. So, we are
still at 2.5x the peak of the GFC in terms of the number of insured
unemployed.

Since the GFC, America’s appetite for debt has become extremely concerning,
with the U.S Federal Reserve the primary buyer of Treasury issuance. The
private sector and foreign governments are no longer the largest buyers
especially since they are yielding below the inflation rate. Since the GFC the
U.S. has grown it’s Federal Debt to $28 Trillion −$7 Trillion of which (~40%)
sits on the Federal Reserve’s balance sheet. Meanwhile, Annual U.S. GDP has
only risen by $7.4 Trillion to $22 Trillion. US Debt to GDP stood at 62% at
the end of 2007. At the end of Q1 2021, it stood at 127%. That is a remarkable
increase in 13 years. For further perspective, at 127% Debt to GDP the U.S. is
tied for the 7th most heavily indebted country in the world. Ahead of America
stand these 6 countries: Japan (237%), Venezuela (214%), Sudan (177%),
Greece (174%), Lebanon (157%) and Italy (133%). In other words, the
markets and government are too dependent and addicted to money printing.
The longer this goes and the deeper the debt levels get, the riskier we are to the
overall system becoming unhinged. We as investors must understand we are
exiting every past financial crisis with more debt and less growth than the
previous one.

On the issue of inflation investors remain divided, with the outlook for
inflation falling into two schools of thought: those that believe the inflation
effects are more transitory in nature, and those that see inflation rising to a
point where it threatens economic stability. During June, America hit a 13 year
high inflation rate. This was unexpected by policymakers and most
economists. At the June 16th Federal Reserve meeting the Fed raised its
expectations for inflation considerably and also changed its language on
inflation, replacing its 2% inflation target commitment with “seeking to
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achieve inflation that averages 2% over time.” Prior to 2020 inflation prints
were below 2%, now we are expecting north of 3% or even 4% which averages
on or about 2%. This change is a substantial departure from the previous
flexible inflation targeting method. Average inflation targeting means that
policymakers would consider those deviations and allow inflation to modestly
and temporarily run above target to make up for past shortfalls, or vice versa.

In the back half of the year we will likely see growth decelerating, earnings
disappointments, monetary policy tightening and fiscal measures
disappointing. An additional risk is what causes the Fed to pivot from its
generous monetary approach and take elevated inflation more seriously. Job
number surprises for July and August could be the catalyst. The August Jackson
Hole Fed retreat, which has historically served as a turning point for monetary
policy, could be the pivot date where they initiate less bond buying leading to
yields beginning to fall and Treasuries rising. Capital markets will spasm when
loose monetary policy takes place so it will be important the Fed modify its
language where it indicates easy money policy is not being taken away but
rather it is being dialed down. The new normal going forward could see easy
money policy for some time along with the dollar falling drastically as a new
era of fiscal policymaking begins. This is a very positive environment for gold.

Despite the lower gold price in the first half of 2021, gold companies continue
to be financially solid, with several years of higher gold prices helping solidify
balance sheets. Going forward, we believe there will be continued focus on
costs, but also more attention paid to a company’s ability to replace and grow
reserves. As the pandemic recedes and the producers are more easily able to
conduct onsite due diligence, we believe there will be an increase in M&A
activity.

The first half of the year was challenging for many gold companies with the
S&P/TSX Gold Index down approximately 6%. While sector performance
was negative, we saw significant divergencies in performance among gold
equities, with company specific factors driving returns more than the overall
macro environment. Exploration success, cost control, and consistent
execution were well rewarded by investors, while delays or concerns about
country level issues like taxation and permitting led to poor performance.

K92 Mining (KNT), a top holding of the fund posted a return of +17.7%,
propelled by stellar exploration results at its Kainantu mine in Papua New
Guinea (PNG). Kainantu is growing into a truly world class asset, with
excellent grade as well as the potential to increase production to over 200kz/
year (gold equivalent). While historically, PNG has been considered a more
challenging jurisdiction for mining, K92 has done an excellent job of
maintaining relations with the government.

Newmont (NEM) also performed well in the quarter, up +5.8%. With a focus
on free cash flow generation and return of capital to shareholders, investors
pushed the shares modestly higher. NEM has maintained a disciplined
approach to M&A and capital spending which has allowed it to return capital
to shareholders through dividend increases and share buybacks.

Agnico-Eagle, another of the Fund’s core holdings saw its share price
underperform the benchmark during the first half, down −16.3% despite
posting generally positive operating results for both Q1 and Q2. Investors were
concerned about a couple of events. First, when AEM announced guidance
for capex and opex for the year, the numbers were higher than the company
had previously guided, which caused some pressure on the stock. Additionally,
in the spring the company announced the approval of the Canadian Malartic
underground expansion which again came in at a higher cost than investors
were expecting ($1.2 billion vs $800 million). Despite these items, we continue
to believe that AEM is well positioned with solid execution, production and
mines in safe jurisdictions.

For the period ended June 30, 2021 the Fund returned −9.41% (NAV basis),
−9.16% (Price basis) versus the benchmark performance of −5.44%. As we
enter the second half of 2021 we will continue to invest selectively in those
precious metals companies in which we see promise. In addition, we will use
our option writing program more aggressively in the first half of the year to
generate a monthly income stream that we pay out to shareholders.

Portfolio Positions
As at June 30, 2021, the Fund maintained a solid base of senior and
intermediate gold companies while selectively looking for value in smaller
growth oriented gold companies primarily involved in gold exploration,
mining or production. Based on the Schedule of Investments, common shares
which, by index weight, are the ten largest companies in the S&P/TSX Global
Gold Index, comprised 20.19% of the market value of the Company’s
investment portfolio; gold and precious metals companies other than these
portfolio companies comprised 73.95%, cash 5.99%, cash secured put
contracts −0.07%, covered call contracts −0.06%. As at June 30, 2021,
approximately 84% of cash was pledged for the Fund’s option writing program.

Option Writing
The Fund will continue to invest in leading global gold companies primarily
involved in gold exploration, mining or production while using its option
writing program to lower the fund’s volatility and generate a monthly income
stream. In order to generate additional returns and reduce risk, the Fund may
write covered calls on securities held in the portfolio and cash secured put
options on securities desired to be held in the portfolio. Writing call options
tends to decrease the Fund’s exposure to the underlying instrument. Writing
put options tends to increase the Fund’s exposure to the underlying
instrument. Moderate volatility in the Fund’s underlying investments allowed
the Fund to generate income from option writing of approximately
$0.38 million or $0.12 per weighted average number of redeemable Class A
Shares outstanding declaring regular monthly distributions totaling $0.144
per Class A Shares during the period ended June 30, 2021. Given our near
term outlook for gold and gold equities the Fund chose to scale back its option
writing program to fully participate in capital appreciation. Since inception of
the Fund, the Manager has generated significant income from option premium
of approximately $27.78 million or $6.19 per weighted average number of
Shares outstanding. The Manager continues to believe that option writing can
add incremental value going forward

Shareholder Activity
During the period ended June 30, 2021, 312,400 Class A Shares were tendered
for redemption to Faircourt Gold Income Corp. for cash proceeds of
$1.42 million in accordance with the Company’s monthly and annual
redemption privileges.

As at June 30, 2021, the Company had 2,964,804 redeemable Class A Shares
outstanding. The NAV of the redeemable Class A Shares ended the year at a
level of $4.31 on June 30, 2021. The redeemable Class A Shares ended trading
on the NEO Exchange at $4.06. Closed end funds may trade above, at or below
their NAV per share. At June 30, 2021 the redeemable Class A Shares were
trading at a discount of approximately 6% to the underlying NAV.

Liquidity and Capital Resources
Pursuant to an agreement with a Canadian chartered bank (the “Bank”), the
Company maintains a 365 day revolving term loan facility for a maximum
amount of $3.5 million or 20% of the Company’s assets, whichever is less. The
loan facility is secured by a first ranking and exclusive charge on all of the
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Company’s assets and will be renewable annually at the option of the
Company with the approval of the Bank. The Company has the option of
borrowing at the prime rate of interest or at the bankers’ acceptance rate plus a
fixed percentage. The Loan Facility permits the Company to borrow funds for
various purposes, including, without limitation, making investments in
accordance with the Investment Objectives and Investment Strategy and
subject to the Investment Restrictions, effecting market purchases or
redemptions of Shares, paying fees and expenses of the Company or providing
security for put options.

During the reporting period, the Fund employed leverage from its loan facility
(as described in the preceding paragraph). The minimum and maximum
leverage during the period from the facility was $2.5 million and $2.9 million
respectively. Combined with positive performance from the Fund’s
investments, leverage contributed modestly to the Fund’s performance during
the period. The Fund also uses exchange traded equity call options and put
options, however these instruments do not further increase the Fund’s leverage
as either the underlying security is held (in the case of covered calls) or the
position is secured with cash (in the case of puts).

Fees and Expenses
During the period, the Company incurred management fees and operating
expenses of $0.25 million (excluding trading costs and withholding taxes). The
management expense ratio for period ended June 30, 2021 was 3.58%
compared to 3.27% for year ended December 31, 2020. The increase is mainly
due to lower average assets in 2021.

Recent Developments
There have been no recent developments in the market outlook or operations
of the Fund that represent a material change for investors other than as
described in the Results of Operations.

The continued worldwide spread of coronavirus (COVID-19) continues to
impact international business operations, supply chains, travel, commodity
prices, consumer confidence and business forecasts. This has created increased
uncertainty and volatility which will impact the performance and expected
returns of the investment portfolios. As the impacts of the COVID-19
pandemic continue to materialize, the Manager is monitoring the
developments in equity markets generally, and in connection with the Fund’s
investment portfolios in particular. The duration and impacts of the
COVID-19 outbreak cannot currently be determined. If the COVID-19
pandemic is prolonged, or further diseases emerge that give rise to similar
effects, there may be further negative effects on economies as well as increased
volatility in equity markets. Unexpected developments in financial markets,
regulatory environments, may also have adverse impacts on the Fund’s
financial results.

Related Party Transactions
The Company retained Faircourt Asset Management Inc. to act as Manager
under the Management Agreement dated October 30, 2007. On July 2, 2012
Faircourt Asset Management took on the role of Option Advisor as per the
announcement made on April 2, 2012. The Company will pay an annual
management fee of 1.10% per annum of the Net Asset Value, calculated daily
and payable monthly, plus an amount calculated daily and payable quarterly
equal to the Service Fee (defined below) payable by the Manager to registered
dealers, plus applicable taxes. During the period ended June 30, 2021, a total
of approximately $0.08 million was charged by the Manager for management
and administrative services.

The Manager will pay to registered dealers a service fee calculated daily and
payable quarterly in arrears at an annual rate equal to 0.40% of the Net Asset
Value per share of the shares held by clients of the sales representatives of such
registered dealers, plus applicable taxes.

The Manager has standing instructions from the Independent Review
Committee (IRC) regarding trade allocation and inter-fund trading. Standing
instructions are reviewed and reapproved annually.
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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 performance for the
fiscal period indicated.

The Fund’s Net Assets Per Share ($)
Period Ended

June 30,
2021

Year Ended
December31,

2020

Year Ended
December31,

2019

Year Ended
December31,

2018

Year Ended
December31,

2017

Year Ended
December31,

2016
Net assets, beginning of period (1) $ 4.91 $ 3.79 $ 2.85 $ 3.59 $ 3.69 $ 2.77
Increase (decrease) from operations: (1)

Total revenue 0.15 0.19 0.29 0.31 0.31 0.38
Total expenses (0.08) (0.15) (0.12) (0.10) (0.11) (0.11)
Realized gains (loss) for the period 0.45 0.83 0.23 (0.27) 0.16 0.37
Unrealized gains (loss) for the period (0.97) 0.56 0.76 (0.39) (0.16) 0.74

Total increase (decrease) in net assets from
operations (0.46) 1.43 1.17 (0.46) 0.21 1.38

Distributions: (1)(2)

From dividends – – – – – (0.02)
From capital gains – – – – – –
Return of capital (0.14) (0.29) (0.29) (0.29) (0.29) (0.27)

Total distributions during the period (0.14) (0.29) (0.29) (0.29) (0.29) (0.29)
Net assets, end of period (1) $ 4.31 $ 4.91 $ 3.79 $ 2.85 $ 3.59 $ 3.69

Ratios and Supplemental Data
Period Ended

June 30,
2021

Year Ended
December31,

2020

Year Ended
December31,

2019

Year Ended
December31,

2018

Year Ended
December31,

2017

Year Ended
December31,

2016

Net assets attributable to holders of
redeemable Class A shares (3) $ 12,791,544 $ 16,100,895 $ 14,478,470 $ 12,620,106 $ 16,864,725 $ 19,492,909

Number of redeemable Class A shares
outstanding (3) 2,964,804 3,277,204 3,819,704 4,431,025 4,699,975 5,276,680

Management expense ratio (4) 3.58% 3.27% 3.68% 3.39% 2.85% 2.67%
Management expense ratio before waivers or

absorptions 3.58% 3.27% 3.68% 3.39% 2.85% 2.67%
Portfolio turnover rate (5) 34.08% 65.04% 142.95% 112.09% 88.25% 99.00%
Trading expense ratio (6) 0.24% 0.24% 0.50% 0.41% 0.30% 0.39%
Net asset value per redeemable Class A share (7) $ 4.31 $ 4.91 $ 3.79 $ 2.85 $ 3.59 $ 3.69
Closing market price per redeemable Class A

share (8) $ 4.06 $ 4.61 $ 3.48 $ 2.64 $ 3.51 $ 3.67

(1) Presented in accordance with National Instrument 81-106 and, as a result, is not intended to act as a continuity schedule of beginning and ending net assets
per share. This is because under NI 81-106 the increase (decrease) in net assets from operations per unit is based on the weighted average number of
shares outstanding during the relevant period, while net assets per share and distributions per share are based on the actual number of shares outstanding
at the relevant time.

(2) Regular monthly distributions were paid in cash. Tax character of the distributions is a mid-year estimate only and may change substantially for year-end.
(3) This information is provided as at end of the period shown. The inception date of the Fund was November 16, 2007.
(4) Management expense ratio is based on the requirements of NI 81-106 and includes the total expenses of the Fund for the stated period (excluding

distributions, commissions and other portfolio costs) including the Fund’s issuance costs (in applicable years) and is expressed as an annualized percentage
of daily average net asset value of the Fund during the period. The management expense ratio is annualized for periods less than one year.

(5) 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 period, the greater the trading costs payable by the Fund in the period, 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. Portfolio turnover rate is calculated by dividing
the lesser of the cost of purchases and the proceeds of sales of portfolio securities for the period, and excluding cash and short term investments maturing
in less than one year, by the average of the monthly market value of investments during the period. Premiums paid to purchase options have been included
in the value of portfolio securities purchased during the period. Premiums received from the sale of options have been included in the value of the portfolio
securities sold in the period.

(6) The trading expense ratio represents total commissions and other portfolio transaction costs expressed as an annualized percentage of daily average net
asset value during the period. The trading expense ratio is annualized for periods less than one year.

(7) The net asset value per redeemable Class A share is based on securities held in the portfolio being valued on the last traded price of the period shown.
(8) The closing market price as per the TSX (2016 to 2017) and NEO (2018 to present) as at end of the period shown.
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Past Performance
The following charts shows how Faircourt Gold Income Corp. has performed
in the past, and can help you understand the risks of investing in the Company.
The performance information assumes that all distributions made by the
investment fund in the years shown were reinvested in additional Redeemable
Shares of the Company. The performance information does not include
deduction of sales, redemption, distribution or optional charges (which dealers
may charge) or income taxes payable that would have reduced returns or
performance. The Company’s past performance does not necessarily indicate
how it will perform in the future.

Year-by-Year Returns
The following bar chart shows Faircourt Gold Income Corp’s performance for
each of the years shown, and illustrates how the Company’s performance has
changed from year to year. The chart shows, in percentage terms, how an
investment held on the first day of each fiscal year would have increased or
decreased by the last day of the fiscal year.
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Summary of Investment Portfolio as at June 30, 2021

Summary of Investment Portfolio
% of Net

Asset Value

Long Positions – Equities 110.52%
Cash and Cash Equivalents * 7.03%
Short Positions – Cash Secured Put Contracts −0.08%
Short Positions – Covered Call Contracts −0.07%
Other net liabilities −17.40%

100.00%

Total Net Asset Value $12,791,544

Top 25 Portfolio Positions
% of Net

Asset Value

Long Positions – Equities:
1 K92 Mining Inc. 9.46%
2 MAG Silver Corp. 6.69%
3 Kirkland Lake Gold Ltd. 6.36%
4 Alamos Gold Inc. 6.29%
5 Agnico Eagle Mines Ltd. 6.24%
6 SilverCrest Metals Inc. 5.81%
7 Kinross Gold Corp. 5.66%
8 B2Gold Corp 5.49%
9 First Quantum Minerals Ltd. 5.14%

10 Endeavour Mining Corp. 5.05%
11 Hudbay Minerals Inc. 4.80%
12 Dundee Precious Metals Inc. 4.70%
13 Newmont Corp. 4.04%
14 Eldorado Gold Corp. 3.51%
15 Aurion Resources Ltd. 2.90%
16 SSR Mining Inc. 2.41%
17 Osino Resoures Corp. 2.36%
18 Lundin Gold Inc. 2.12%
19 GoGold Resources Inc. 1.93%
20 Troilus Gold Corp. 1.58%
21 Osisko Mining Inc. 1.57%
22 Rio2 Ltd. 1.56%
23 Roxgold Inc. 1.48%
24 Barrick Gold Corp. 1.40%
25 Ascot Res Ltd. 1.40%
Total Net Asset Value represented by long positions 99.94%

Short Positions – Cash Secured Put Contracts
1 Franco-Nevada Corp., July 2021 @ $180.00 CAD −0.04%
2 Newmont Mining Corp., July 2021 @ $62.50 USD −0.02%
3 Wheaton Precious Metals Corp., July 2020 @ $44.00 USD −0.02%

Total Net Asset Value represented by short positions −0.08%

Short Positions – Covered Call Contracts
1 First Quantum Minerals Ltd., July 2021 @ 29.50 CAD −0.03%
2 First Quantum Minerals Ltd., July 2021 @ 30.00 CAD −0.04%

Total Net Asset Value represented by short positions −0.07%
Total Net Asset Value represented by these holdings 99.79%
Cash and Short Term Investments * 7.03%

The Fund was launched on November 16, 2007.

* As at June 30, 2021 approximately 84% of cash has been pledged for cash secured puts.

Percentages reported are based on Net Asset Value

The investment portfolio may change due to ongoing portfolio transactions of the investment fund. Quarterly updates are available within 60 days of each quarter end by visiting www.faircourtassetmgt.com.
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Notice of No Auditor Review of the Semi-Annual Financial Statements
Faircourt Asset Management Inc., the Manager of the Fund, appoints independent auditors to audit the Fund’s Annual Financial Statements. Under Canadian
securities laws (National Instrument 81-106), if an auditor has not reviewed the Semi-Annual Financial Statements, this must be disclosed in an accompanying
notice.

The Fund’s independent auditors have not performed a review of these Semi-Annual Financial Statements in accordance with standards established by the
Chartered Professional Accountants Canada.
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Statements of Financial Position
(Unaudited)

As at
June 30, 2021

As at
December 31, 2020

Assets
Current assets

Investments $ 14,137,891 $ 17,654,770
Cash and cash equivalents (Note 7) 899,571 1,585,799
Amounts receivable for investments sold 484,840 –
Dividends, interest and other receivable 44,017 32,877

15,566,319 19,273,446
Liabilities
Current liabilities

Accounts payable and accrued liabilities
(Note 8) 183,612 178,891

Written options (Note 7) 20,008 15,007
Distributions payable to shareholders

(Note 6) 71,155 78,653
Loan facility (Note 9) 2,500,000 2,900,000

2,774,775 3,172,551
Net assets attributable to holders of

redeemable Class A shares (Note 5) $ 12,791,544 $ 16,100,895
Redeemable Class A shares outstanding

(Note 5) 2,964,804 3,277,204
Net assets attributable to holders of

redeemable Class A shares per share $ 4.31 $ 4.91

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

Approved by the Board of Directors of Faircourt Asset Management Inc.

Douglas Waterson
Director

Charles Taerk
Director

Statements of Comprehensive Income (Loss)
(Unaudited)

Period ended
June 30, 2021

Period ended
June 30, 2020

Income
Net gains (losses) on investments and

derivatives
Dividends $ 80,782 $ 39,421
Income from derivatives (Note 7) 381,616 362,130
Realized gain on sale of investments 1,446,000 1,051,500
Change in unrealized appreciation

(depreciation) on investments and
derivatives (3,068,979) 3,190,440

(1,160,581) 4,643,491
Other income (loss)

Foreign exchange gain (loss) (11,109) 49,466
(1,171,690) 4,692,957

Expenses
Management fees (Note 8) 84,035 83,071
Service fees (Note 8) 30,558 30,208
Audit fees 23,610 15,027
Legal fees 9,682 9,724
Securityholder reporting costs 53,988 53,972
Independent review committee fees 12,202 12,252
Custodial fees 5,281 5,303
Interest on loan facility 34,558 41,344
Commissions and other portfolio

transaction costs (Note 10) 17,308 22,162
Withholding taxes 1,967 519

273,189 273,582
Increase (decrease) in net assets

attributable to holders of
redeemable Class A shares $ (1,444,879) $ 4,419,375

Increase (decrease) in net assets
attributable to holders of
redeemable Class A shares per
share (Note 5) (1) $ (0.46) $ 1.22

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

(1) Based on the weighted average number of redeemable Class A shares outstanding
during the year (Note 5)
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Statements of Cash Flows
(Unaudited)

Period ended
June 30, 2021

Period ended
June 30, 2020

Cash flows provided by (used in) operating
activities

Increase (decrease) in net assets attributable to
holders of redeemable Class A shares $ (1,444,879) $ 4,419,375

Adjustments for:
Purchase of investment securities and

derivatives (5,276,909) (7,718,902)
Proceeds from disposition of investment

securities and derivatives 7,175,810 10,190,925
Decrease (increase) in dividends, interest and

other receivable (11,140) (16,851)
Increase in amounts receivable for

investments sold (484,840) –
Increase (decrease) in accounts payable and

accrued liabilities 4,721 (32,616)
Increase (decrease) in amounts payable for

investments purchased – (26,610)
Net change in unrealized appreciation on

investments and derivatives 3,068,979 (3,190,440)
Realized gain on sale of investments (1,446,000) (1,051,500)

1,585,742 2,573,381

Cash flows provided by (used in) financing
activities
Advance from (repayment of) loan facility (400,000) –
Distributions to holders of redeemable Class A

shares (456,923) (523,997)
Amounts paid on redemption of redeemable

Class A shares (1,415,047) (2,333,618)
(2,271,970) (2,857,615)

Net increase (decrease) in cash and cash
equivalents during the period (686,228) (284,234)

Cash and cash equivalents, beginning of
period 1,585,799 558,497

Cash and cash equivalents, end of period $ 899,571 $ 274,263

Represented by:
Cash $ 899,571 $ 274,263

Supplemental cash flow information
Dividends received, net of withholding taxes * $ 77,617 $ 31,640
Interest paid on loan facility (financing) $ (26,289) $ (19,229)

* Included in operating activities

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

Statements of Changes in Net Assets
Attributable to Holders of Redeemable Shares
(Unaudited)

Period ended
June 30, 2021

Period ended
June 30, 2020

Increase (decrease) in net assets attributable
to holders of redeemable Class A shares $ (1,444,879) $ 4,419,375

Shareholder transactions (Note 5)
Amounts paid on redemption of redeemable

Class A shares (1,415,047) (2,333,618)

Distributions to holders of redeemable
Class A shares
Return of capital (449,425) (510,977)

Net increase (decrease) in net assets
attributable to holders of redeemable
Class A shares during the period (3,309,351) 1,574,780

Net assets attributable to holders of
redeemable Class A shares, beginning of
period 16,100,895 14,478,470

Net assets attributable to holders of
redeemable Class A shares, end of period $ 12,791,544 $ 16,053,250

The accompanying notes are an integral part of these financial statements.
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Number of
Shares Security Cost ($) Fair Value ($)

Percent of
Portfolio

Equities
10,661 Agnico Eagle Mines Ltd. $ 777,522 $ 798,520 5.32%
85,000 Alamos Gold Inc. 640,573 804,950 5.36%
45,000 Amex Exploration Inc. 63,000 108,000 0.72%
22,500 Amex Exploration Inc., Warrants, $2.10 CAD, 2021/12/17 — 8,798 0.06%

140,000 Ascot Resources Ltd. 124,047 179,200 1.19%
370,950 Aurion Resources Ltd. 503,223 370,950 2.47%
135,000 B2Gold Corp 529,024 702,000 4.67%

6,996 Barrick Gold Corp. 155,725 179,310 1.19%
95,000 Calibre Mining Corp. 99,699 156,750 1.04%

147,100 Dore Copper Mining Corp. 100,028 130,919 0.87%
80,000 Dundee Precious Metals Inc. 625,481 600,800 4.00%
36,500 Eldorado Gold Corp. 363,714 449,315 2.99%
24,250 Endeavour Mining Corp. 611,081 645,535 4.30%
9,835 Equinox Gold Corp. 63,578 84,679 0.56%

23,000 First Quantum Minerals Ltd. 635,720 657,110 4.38%
80,000 GoGold Resources Inc. 165,995 246,400 1.64%

195,000 Gold Standard Ventures Corp. 232,787 138,450 0.92%
74,500 Hudbay Minerals Inc. 649,476 614,625 4.09%
20,000 I-80 Gold Corp. 30,372 50,200 0.33%

135,000 Idaho Champion Gold Mines, Warrants, $0.45 CAD, 2023/07/29 — 4,437 0.03%
15,750 Integra Resources Corp. 70,491 57,047 0.38%

135,000 K92 Mining Inc. 401,150 1,209,600 8.05%
92,100 Kinross Gold Corp. 790,688 723,977 4.82%
17,029 Kirkland Lake Gold Ltd. 974,744 813,009 5.41%
26,000 Lundin Gold Inc. 241,203 270,660 1.80%
33,000 MAG Silver Corp. 479,847 855,360 5.70%
50,000 Marathon Gold Corp. 86,300 161,000 1.07%
30,000 Monarch Mining Corp. 19,500 26,400 0.18%

160,000 Montage Gold Corp. 176,000 132,800 0.88%
6,587 Newmont Corp. 504,822 516,971 3.44%

230,000 Osino Resoures Corp. 303,450 301,300 2.01%
40,000 Osino Resoures Corp., Warrants, $1.50 CAD, 2021/07/14 — 317 0.00%
65,000 Osisko Mining Inc. 175,954 200,850 1.34%

250,000 Rio2 Ltd. 120,125 200,000 1.33%
100,000 Rio2 Ltd., Warrants, $0.50 CAD, 2022/08/13 — 33,221 0.22%
100,000 Roxgold Inc. 168,114 189,000 1.26%
68,500 SilverCrest Metals Inc. 244,596 743,414 4.95%
16,000 SSR Mining Inc. 303,939 308,882 2.06%
10,200 Torex Gold Resources Inc. 186,204 145,656 0.97%

225,000 Troilus Gold Corp. 299,523 202,500 1.35%
40,000 Troilus Gold Corp., Warrants, $1.50 CAD, 2022/06/23 — 1,230 0.01%
75,000 Walbridge Mining Company Ltd 86,250 39,750 0.26%

100,000 Westhaven Gold Corp. 70,000 59,000 0.39%
50,000 Westhaven Gold Corp., Warrants, $1.00 CAD, 2023/03/03 — 15,000 0.10%

Total Equity Investments $ 12,073,943 $ 14,137,891 94.14%

Number of Options Holdings/Expiry Date/Strike Price Cost ($) Fair Value ($)
Percent of

Portfolio

Short Positions – Cash Secured Put Contracts
(15) Franco-Nevada Corp., July 2021 @ $180.00 CAD $ (4,545) $ (5,363) −0.04%
(28) Newmont Mining Corp., July 2021 @ $62.50 USD (5,355) (3,155) −0.02%
(50) Wheaton Precious Metals Corp., July 2021 @ $44.00 USD (4,521) (2,291) −0.02%

Total Short Positions – Cash Secured Put Contracts $ (14,420) $ (10,808) −0.07%
Short Positions – Covered Call Contracts

(100) First Quantum Minerals Ltd., July 2021 @ 29.50 CAD $ (5,100) $ (4,000) −0.03%
(100) First Quantum Minerals Ltd., July 2021 @ 30.00 CAD (6,100) (5,200) −0.03%

Total Short Positions – Covered Call Contracts $ (11,200) $ (9,200) −0.06%
Total Investments and Derivatives before Cash $ 12,048,322 $ 14,117,883 94.01%

Cash
Canadian Dollar $ 392,813 $ 392,813 2.62%
U.S Dollar 490,843 506,758 3.37%
Total Cash $ 883,656 $ 899,571 5.99%
Total Investments, Derivatives and Cash $ 12,931,978 $ 15,017,454 100.00%
Less: Adjustments for transactions costs (Note 3) (7,713)

$ 12,924,265 $ 15,017,454 100.00%

FA I RC O U RT G O L D I N C O M E C O R P.

Schedule of Investments
As at June 30, 2021
(Unaudited)

12



1. Operations
Faircourt Gold Income Corp. (the “Company”, or the “Fund”) was
incorporated under the laws of the Province of Ontario by Articles of
Incorporation dated September 6, 2007. Faircourt Asset Management Inc.,
pursuant to a Management Agreement dated October 30, 2007, is the
Manager (the “Manager”) and is responsible for managing the affairs and
providing portfolio management services to the Company. CIBC Mellon
Global Securities Services Company acts as custodian. AST Trust Company
Canada acts as the registrar, transfer agent and distribution agent for the
redeemable Shares. The Company was listed on the Toronto Stock Exchange
(“TSX”) and effectively commenced operations on November 16, 2007. Up
until December 20, 2018 the Shares traded on the TSX under the symbol
FGX. On December 20, 2018 the redeemable Class A shares of the Fund were
voluntarily delisted from the TSX and commenced trading at the NEO
Exchange (“NEO”) on December 21, 2018 under the symbol FGX.

The Company has been created to provide investors with exposure to the
leading global companies primarily involved in gold exploration, mining or
production, while also providing a tax efficient yield in the form of monthly
distributions. In order to generate additional returns and reduce risk, the
Company may write covered calls on securities held in the portfolio and cash
secured put options on securities desired to be held in the portfolio.

The address of the Fund’s registered office is 120 Adelaide Street West, Suite
2107, Toronto, ON M5H 1T1.

These financial statements were authorized for issue by the Manager on
August 27, 2021.

2. Basis of presentation
These financial statements have been prepared in compliance with
International Financial Reporting Standards (IFRS), including IAS 34
“Interim Financial Reporting”, as issued by the International Accounting
Standards Board (IASB).

3. Summary of Significant Accounting Policies
Summary of Significant Accounting Policies The following is a summary of
significant accounting policies followed by the Company in the preparation of
its financial statements:

a) Financial instruments
The Fund recognizes financial instruments at fair value upon initial
recognition, plus transaction costs in the case of financial instruments not
measured at fair value through profit or loss (FVTPL). Transaction costs
on financial assets and liabilities at FVTPL are expensed as incurred.
Regular way purchases and sales of financial assets are recognized at their
trade date. The Fund’s investments and derivative assets and liabilities are
measured at fair value through profit or loss (FVTPL) based on its business
model.

Financial assets and liabilities are offset and the net amount reported in the
Statements of Financial Position when there is a legally enforceable right to
offset the recognized amounts and there is an intention to settle on a net
basis, or to realize the asset and settle the liability simultaneously.

b) Fair value measurement
The fair value of financial assets and liabilities traded in active markets (such
as publicly traded derivatives and marketable securities) are based on quoted
market prices at the close of trading on the reporting date. The Fund uses
the last traded market price for both financial assets and financial liabilities
where the last traded price falls within that day’s bid ask spread. In

circumstances where the last traded price is not within the bid ask spread,
the Manager determines the point within the bid ask spread that is most
representative of fair value based on the specific facts and situation. The
Fund’s policy is to recognize transfers into and out of the fair value hierarchy
levels as of the date of the event or change in circumstances giving rise to the
transfer.

The Fund may hold financial instruments that are not quoted in active
markets, including derivatives. Fair values of such instruments are
determined using reputable pricing sources (such as pricing agencies) or
indicative prices from market makers. Broker quotes as obtained from the
pricing sources may be indicative and not executable or binding. Where no
market data is available, the Fund may value positions using other methods
considered appropriate, including its own models. Refer to Note 13 for
further information about the Fund’s fair value measurement.

c) Investment Transactions and Income Recognition
Investment transactions are recorded on the trade date and any realized
gains or losses are recognized using the average cost of the investments,
which exclude brokerage commissions and other trading expenses. Change
in unrealized appreciation/depreciation is recognized using the average cost
of the investments. Average cost does not include amortization of premiums
or discounts on fixed income securities. Interest for distribution purposes
shown in the Statements of Comprehensive Income (Loss) represents the
coupon interest received by the Fund accounted for on accrual basis. The
Fund does not amortize premiums paid or discounts received on the
purchase of fixed income securities. Interest expenses are recognized on an
accrual basis. Dividends and distributions are recognized on the ex dividend
date.

d) Transaction Costs
Transaction costs such as brokerage commissions incurred in the purchase
and sale of securities are expensed and presented in the Statements of
Comprehensive Income (Loss).

e) Foreign Exchange
The Fund’s functional and presentation currency is the Canadian Dollar.
The fair value of investments and other assets and liabilities that are
denominated in foreign currencies are translated into Canadian dollars at
the London close (11am Eastern Time) rate of exchange on each valuation
date. Purchases and sales of investments and income derived from
investments are translated at the rate of exchange prevailing at the time of
such transactions.

Realized and unrealized foreign exchange gains (losses) are presented within
foreign exchange income (loss) in the Statements of Comprehensive
Income (Loss). This balance represents the realized and unrealized gains
(losses) of cash, cash equivalents and short term investments. The foreign
exchange gains (losses) on investments are included in the realized gain
(loss) on sale of investments.

f) Taxation
The Company qualifies as a mutual fund corporation under the Income
Tax Act (Canada) (the “Tax Act”). The general income tax rules associated
with a public corporation apply to a mutual fund corporation with the
exception that taxes payable on net realized capital gains are refundable
when its shares are redeemed or when it pays capital gains dividends out of
its capital gains dividend account to its shareholders, such that in substance
the Corporation is not taxable on capital gains. Similarly, the Corporation
is subject to Part IV tax on dividends received from Canadian corporations,
however, they are refundable once paid to shareholders. As a result, the
Corporation does not record income taxes related to capital gains and
dividends from Canadian corporations.
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Interest and foreign income are taxed at normal corporate rates applicable
to mutual fund corporations and can be reduced by permitted deductions
for tax purposes. All of the Corporation’s expenses including management
fees and operating expenses will be taken into account in determining its
overall tax liability, if any.

As at December 31, 2020 the Fund had approximately $11.7 million capital
and approximately $6.2 million non capital loss carryforwards for income
tax purposes. The capital losses may be carried forward indefinitely to be
applied against future net capital gains. The non capital losses are available
to be carried forward for twenty years. The non capital losses carried
forward may reduce future years’ taxable income and will expire up to 2038.
No benefit has been recognized for these unused losses in these financial
statements.

The Fund currently incurs withholding taxes imposed by certain countries
on investment income and capital gains. Such income and gains are
recorded on a gross basis and the related withholding taxes are shown as a
separate expense in the Statements of Comprehensive Income (Loss). Since
the Fund does not record income taxes, the tax benefit of capital and non
capital losses has not been reflected in the Statements of Financial Position
as a deferred income tax asset.

g) Fair Value of Financial Instruments other than Investments and Derivatives
The Fund’s financial instruments, other than investments, derivatives,
cash and cash equivalents, which are composed of dividends, interest and
other receivable, amounts receivable for investments sold, amounts
payable for securities purchased, accounts payable and accrued liabilities,
distributions payable to shareholders and loan facility are valued using
amortized cost. Under this method, financial assets and liabilities reflect
the amount required to be received or paid. Carrying value of loans
approximates fair value. Carrying values of other financial assets and
liabilities at amortized cost approximate their fair values due to the short
term to maturity. The Fund’s Net Assets attributable to holders of
redeemable Class A Shares is presented as the fair value of the Fund’s assets
less the fair value of the Fund’s liabilities (excluding the net assets
attributable to holders of redeemable shares), which approximates the
annual redemption amount.

h) Impairment of financial assets
At each reporting date, the Fund assesses whether there is objective evidence
that a financial asset at amortized cost is impaired. If such evidence exists,
the Fund recognizes an impairment loss as the difference between the
amortized cost of the financial asset and the present value of the estimated
future cash flows, discounted using the instrument’s original effective
interest rate. Impairment losses on financial assets at amortized cost are
reversed in subsequent periods if the amount of the loss decreases and the
decrease can be related objectively to an event occurring after the
impairment was recognized.

i) Net Assets attributable to holders of redeemable Class A Shares per share
Net Assets attributable to holders of redeemable Class A Shares per share is
computed by dividing the Net Assets attributable to holders of redeemable
Class A Shares by the total number of Company’s Class A Shares
outstanding at the time. Refer to Note 5 regarding the total number of
outstanding Class A Shares.

j) Cash and Cash Equivalents
Cash and cash equivalents, if any, are comprised of cash on deposit and short
term highly liquid debt instruments with terms to maturity less than
90 days, that are readily convertible to known amount of cash and is subject
to insignificant risk of change in value.

k) Options
Investments in option positions, which include but are not limited to
covered call option contracts on securities held in the Portfolio and/or cash
secured put option contracts on securities desired to be held in the Portfolio,
are publicly traded and valued at their fair value based on quoted market
prices at the close of trading on the valuation date or at mid price between
bid and ask in absence of trading on the valuation date. In circumstances
where the last traded price is not within the bid ask spread, the Manager
determines the point within the bid ask spread that is most representative
of fair value based on the specific facts and situation. The premium received
from a written option is included in cash and a liability is set up for the
short options position. Until expiry or exercise of the option the difference
between the premium and the fair value is shown as unrealized appreciation
(depreciation) of investments. Investments in long option positions are
publicly traded and valued at their fair value based on quoted market prices
at the close of trading on the valuation date or at mid price between bid and
ask in absence of trading on the valuation date. In circumstances where the
last traded price is not within the bid ask spread, the Manager determines
the point within the bid ask spread that is most representative of fair value
based on the specific facts and situation.

Premiums received from writing options are recorded as “Income from
derivatives” in the Statements of Comprehensive Income (Loss) upon
expiry or exercise of the option. Premiums paid for buying options which
expire unexercised are applied against “Income from derivatives” in the
Statements of Comprehensive Income (Loss).

4. Critical accounting estimates and judgments
The preparation of financial statements requires management to use judgment
in applying its accounting policies and to make estimates and assumptions
about the future that may affect the reported amounts of assets and liabilities
at the date of these financial statements and the reported amounts of income
and expenses during the period. Actual results could differ from these
estimates.The following discusses the most significant accounting judgments
and estimates that the Fund has made in preparing the financial statements:

Classification and measurement of investments and derivatives under IFRS 9

In classifying and measuring financial instruments held by the Fund, the
Manager is required to make significant judgments about the business model
in which the portfolio of investments and derivatives is held. The Manager has
determined that the Fund’s business model is one in which its portfolio is
managed and performance evaluated on a fair value basis under IFRS 9.

Fair value measurement of derivatives and securities not quoted in an active
market

Fair values of such instruments are determined using reputable pricing sources
or indicative prices from market makers or, if they are not available, by using
its own models. Short term investments are valued at bid quotations from
recognized investment dealers.

5. Share Capital
The Fund’s Class A Shares are redeemable for cash under monthly and annual
redemption features, and as such do not meet the criteria in IAS 32 for
classification as equity.

The Company is authorized to issue an unlimited number of redeemable
Class A Shares (“Shares”) and Common Shares. The Company issued 100
Common Shares for nominal consideration of $100 to the Manager.
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Shares may be redeemed on the second last Business Day of April (an “Annual
Redemption Date”), subject to certain conditions, but in order to effect such a
redemption the Shares must be surrendered by the last Business Day of March.
Shareholders whose Shares are redeemed on an Annual Redemption Date
receive, subject to the Manager’s right to suspend redemptions in certain
circumstances, a redemption price in an amount equal to 100% of Net Assets
attributable to holders of redeemable Class A Shares per share less the amount
which is the lesser of (a) $0.25 per Share and (b) the pro rata share of the
aggregate of all brokerage fees, commissions and other costs relating to
disposition of Portfolio securities necessary to fund such redemptions.
Payment of the redemption price is made on or before the applicable
Redemption Payment Date. The Fund also has a monthly redemption feature.
Holders who submit their Class A Shares for a monthly redemption receives a
redemption price per Share equal to the lesser of (a) 94% of the Market Price
of a Share (defined as being the weighted average trading price of the Share on
the NEO Exchange for the 10 trading days immediately preceding the
applicable monthly redemption date), and (b) 100% of the closing price of the
Shares on the NEO Exchange on the applicable monthly redemption date (or
if there is no trade on the applicable monthly redemption date, the average of
the last bid and last asking price of the Share on the NEO Exchange on such
monthly redemption date).

Issued and outstanding redeemable Class A Shares of the Company consisted
of the following:

Period ended
June 30, 2021
Class A Shares

Period ended
June 30, 2020
Class A Shares

Balance, beginning of period 3,277,204 3,819,704
Redemptions, Class A Shares (312,400) (542,500)
Balance, end of period 2,964,804 3,277,204
Weighted average number outstanding during
the period 3,170,194 3,634,896

The Net Assets attributable to holders of redeemable Class A Shares per share
on June 30, 2021 was $4.31 ( June 30, 2020 – $4.90).

As at June 30, 2021 the Class A Shares ended trading on the NEO Exchange at
$4.06 per Share ( June 30, 2020 the Class A Shares ended trading at $4.02 per
Share). The fair value of the liability represented by the outstanding
redeemable Class A Shares as at June 30, 2020 was approximately
$12.04 million ( June 30, 2020 – $13.17 million).

During the period ended June 30, 2021, 312,400 Class A Shares
(2020 – 542,500) were tendered for redemption to Faircourt Gold Income
Corp. for cash proceeds of $1.42 million (2020 – $2.33 million) in accordance
with the Company’s monthly and annual redemption privileges.

6. Distributions Payable to Shareholders
Distributions, as declared by the Manager, are made on a monthly basis to
shareholders of record on the last business day of each month. The
distributions are payable no later than the tenth business day of the following
month.

The amount of distributions may fluctuate from month to month and there
can be no assurance that the Company will make any distribution in any
particular month or months. The Company may make additional
distributions in any given year.

The Company declared six regular monthly distributions of $0.0240 per
Class A Share totaling $0.144 per Class A Share during the period ended

June 30, 2021 ( June 30, 2020 – the Company declared six regular monthly
distributions of $0.0240 per Class A Share totaling $0.1440 per Class A
Share).

7. Option Writing
In order to generate additional returns and to reduce risk, the Company writes
covered call options on securities held in the Portfolio and cash secured put
options on securities desired to be held in the Portfolio.

As at June 30, 2021, a total of approximately $0.76 million (December 31,
2020 a total of approximately $0.91 million) in cash investments has been
pledged for cash secured puts.

As at June 30, 2021 securities at carrying value of approximately $0.57 million
(December 31, 2020 – no securities) has been pledged for covered calls
contracts.

The Fund does not have any amounts offset in its financial statements or
subject to enforceable master netting or other similar agreements that were
not offset.

8. Management and Service Fees
The Company retained Faircourt Asset Management Inc. to act as Manager
under the Management Agreement dated October 30, 2007. On July 2, 2012
Faircourt Asset Management took on the role of Option Advisor as per the
announcement made on April 2, 2012. From and after July 2, 2012, it is
intended that the Manager executes and maintains the option program of the
Company. The Company pays an annual management fee of 1.10% per
annum of the Net Asset Value, calculated daily and payable monthly, plus an
amount calculated daily and payable quarterly equal to the service fee
(described below) payable by the Manager to registered dealers, plus applicable
taxes.

The Manager pays to registered dealers a service fee calculated daily and
payable quarterly in arrears at an annual rate equal to 0.40% of the Net Asset
Value per Share of the Shares held by clients of the sales representatives of such
registered dealers, plus applicable taxes.

As at June 30, 2021 included in accounts payable and accrued liabilities is
$12,351 of management fee and $13,988 of service fee payable to the Manager
(December 31, 2020 – $14,736 of management fee and $16,585 of service fee
payable to the Manager).

9. Loan Facility
Pursuant to an agreement with a Canadian chartered bank (the “Bank”), the
Company maintains a 365 day revolving term loan facility for a maximum
amount of $3.5 million or 20% of the Company’s assets, whichever is less
(renewal date December 31, 2021). The loan facility is secured by a first
ranking and exclusive charge on all of the Company’s assets and will be
renewable annually at the option of the Company with the approval of the
Bank. The Company has the option of borrowing at the prime rate of interest
or at the bankers’ acceptance rate plus a fixed percentage. The Loan Facility
permits the Company to borrow funds for various purposes, including,
without limitation, making investments in accordance with the Investment
Objectives and Investment Strategy and subject to the Investment
Restrictions, effecting market purchases or redemptions of Shares, paying fees
and expenses of the Company or providing security for put options. As at
June 30, 2021 and December 31, 2020 the Company is in compliance with all
debt covenants.
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As at June 30, 2021, $2.5 million (December 31, 2020 – $2.9 million) was
drawn under the loan facility representing 19.54% of the net assets of the Fund
(December 31, 2020 – 18.01%). During the period ended June 30, 2021, the
minimum and maximum leverage from the facility was $2.5 million and
$2.9 million respectively ( June 30, 2020 – the minimum and maximum
leverage from the facility was $2.6 million respectively).

10. Brokerage Commissions
Brokerage commissions paid to dealers for portfolio transactions during the
period ended June 30, 2021 totaled $17,308 ( June 30, 2020 – $22,162). For
the periods ended June 30, 2021 and 2020 there were no soft dollar amounts
paid

11. Financial Instrument Risk
The Company may be exposed to a variety of financial risks. The Company’s
exposures to financial risks as at June 30, 2021 and December 31, 2020 (see
below) are concentrated in its investment holdings, including derivative
instruments. The portfolio allocation as at June 30, 2021 is included in the
Schedule of Investments.

The summary of investment portfolio, based on percentage of net assets
attributable to holders of redeemable Class A Shares as at December 31, 2020
was as follows:

Long Positions – Equities 109.65%
Cash and Cash Equivalents 9.85%
Short Positions – Cash Secured Put Contracts (0.09%)
Other net liabilities (19.41%)

100.00%

The Company’s risk management practice includes the monitoring of
compliance to investment guidelines. The Manager manages the potential
effects of these financial risks on the Company’s performance by employing

and overseeing professional and experienced Portfolio Advisors and Option
Advisors that regularly monitor the Company’s positions, market events and
diversify investment portfolios within the constraints of the investment
guidelines, recognizing that the Company is limited to investments within a
particular sector. Sensitivity analyses provided in the following sections are for
illustrative purposes only and may have no bearing on the Company’s financial
results. Further, the percent changes for the market factors (interest rates,
exchange rates, equity market moves) may not be representative of actual
market moves in these factors.

Security valuations are affected by financial and economic conditions which
can include political, social, and environmental factors. COVID-19 has caused
economic uncertainty along with market volatility and may adversely impact
the Fund’s performance.

a) Currency Risk
Currency risk is generally viewed as the risk that the value of investments
denominated in currencies, other than the functional currency of the
Company, will fluctuate due to changes in foreign exchange rates. The
nature of gold equities makes this definition less relevant as i) gold is a global
commodity priced in US$ terms and ii) the currency in which the costs of
the company are denominated in significantly affects its expenses. As such,
the currency in which the security is denominated is often of less relevance
than the price of gold, and the currency in which the company’s expenses
are denominated.

The tables below indicate the foreign currencies to which the Fund had
significant exposure as at June 30, 2021 and December 31, 2020, in
Canadian Dollar terms. The tables also illustrate the potential impact on
the net assets attributable to holders of redeemable Class A Shares if the
Canadian Dollar had strengthened or weakened by 5% in relation to each
of the other currencies, with all other variables held constant. In practice,
actual results may differ from this sensitivity analysis and the difference
could be material.

As at June 30, 2021:

Currency

Non-
monetary
Exposure

Monetary
Exposure

Total
Exposure

Impact,
Total

United States Dollar $ 2,043,833 $ 506,758 $ 2,550,591 $ 127,530

Percentage of Net Assets attributable to holders of redeemable Class A Shares 15.98% 3.96% 19.94% 1.00%
all amounts in CAD$

As at December 31, 2020:

Currency

Non-
monetary
Exposure

Monetary
Exposure

Total
Exposure

Impact,
Total

United States Dollar $ 3,548,744 $ 732,605 $ 4,281,349 $ 214,067

Percentage of Net Assets attributable to holders of redeemable Class A Shares 22.04% 4.55% 26.59% 1.33%
all amounts in CAD$

b) Interest Rate Risk
Interest rate risk is the risk that the fair value of the Company’s interest
bearing investments will fluctuate due to changes in market interest
rates. The Company’s exposure to interest rate risk is concentrated in
its investment in debt securities (such as bonds, T-Bills, and money
market instruments) and changes in interest rates on floating rate debt.
There is minimal sensitivity to interest rate fluctuations on any cash

and cash equivalents, invested at short term market interest rates.
Other assets and liabilities are short term in nature and/or non interest
bearing.

The majority of the Company’s investments are non interest bearing,
accordingly, the Company is not subject to significant amounts of risk due
to fluctuations in the prevailing levels of market interest rates.
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Using average loan balances outstanding, the effect of a 1% change in
variable interest rates on the loan facility would not have resulted in a
significant change in interest expense or the fair value of the related debt as
at June 30, 2021 and December 31, 2020.

c) Other Market Risk
Other market risk is the risk that the fair value of a financial instrument will
fluctuate as a result of changes in market prices (other than those arising
from interest rate risk or currency risk), whether those changes are caused
by factors specific to the individual financial instrument or its issuer, or
factors affecting all similar financial instruments traded in the market. The
single most important determinant for the value of the Fund’s investments
is the price of gold. Higher gold prices will, all else being equal, increase the
value of the Fund’s investments, while lower gold prices will reduce the value
of the Fund’s investments. During the period ended June 30, 2021, a 1%
change in the price of gold resulted in a 1.52% (December 31, 2020 – 2.1%)
change in the value of gold equities. Over the past 5 years, a 1% change in
the price of gold had led to a 1.80% (December 31, 2020 – 1.91%) change
in the price of gold equities. There can be no assurance that this relationship
will hold in future periods.

Shares of gold companies are exposed to high levels of political and
operational risk due to the complex nature of mining operations and
operation of mines in politically unstable regions. Other assets and liabilities
are monetary items that are short term in nature and are not subject to other
market risk.

In order to generate additional returns and to reduce risk, the Company
writes covered call options on securities held in the Portfolio and cash
secured put options on securities desired to be held in the Portfolio. All
other things being equal, sustained volatility in the price of a security results
in higher option premiums in respect of such security. Conversely, a
sustained reduction in the volatility of gold equities would require the
Option Advisor to write on a greater percentage of the Fund. The Manager
believes gold stocks, which have historically maintained a high degree of
volatility, are well suited to a covered call writing strategy.

Using the relationship between gold and gold equities, if the price of gold
had increased or decreased by 10% as at June 30, 2021, the price of gold
equities, excluding written options, would have increased or decreased by
approximately 15% (at December 31, 2020 – 21%), with all other factors
remaining constant, Net Assets attributable to holders of redeemable
Class A Shares would have increased or decreased by approximately
$2.12 million (December 31, 2020 – $3.71 million). In practice, actual
results may differ from this sensitivity analysis and the difference could be
material.

The redeemable Class A Shares may trade in the market at a premium or at
a discount to Net Assets attributable to holders of redeemable Class A
Shares per share and as such there can be no assurance that the redeemable
Class A Shares will trade at Net Assets attributable to holders of redeemable
Class A Shares per share.

The continued worldwide spread of coronavirus (COVID-19) continues
to impact international business operations, supply chains, travel,
commodity prices, consumer confidence and business forecasts. This has
created increased uncertainty and volatility which will impact the
performance and expected returns of the investment portfolios. As the
impacts of the COVID-19 pandemic continue to materialize, the Manager
is monitoring the developments in equity markets generally, and in
connection with the Fund’s investment portfolios in particular. The
duration and impacts of the COVID-19 outbreak cannot currently be

determined. If the COVID-19 pandemic is prolonged, or further diseases
emerge that give rise to similar effects, there may be further negative effects
on economies as well as increased volatility in equity markets. Unexpected
developments in financial markets, regulatory environments, may also have
adverse impacts on the Fund’s financial results.

d) Credit Risk
Credit risk is the risk that a loss could arise from a security issuer or
counterparty to a financial instrument not being able to meet its financial
obligations. The fair value of debt securities includes consideration of the
credit worthiness of the debt issuer. Credit risk exposure for over the
counter derivative instruments is based on the Company’s unrealized gain
of the contractual obligations with the counterparty as at the reporting date.
The credit exposure of other assets is represented by its carrying amount. As
at June 30, 2021 and December 31, 2020, the Company did not have
significant exposure to credit risk.

All transactions in listed securities, including short term investments, are
settled/paid for upon delivery using approved brokers. The risk of default is
considered minimal, as delivery of securities sold is only made once the
broker has received payment. The trade will fail if either party fails to meet
its obligation.

e) Liquidity Risk
The Company’s exposure to liquidity risk is concentrated in the annual and
monthly cash redemptions of Class A Shares. As at June 30, 2021 and
December 31, 2020, substantially all of the Company’s investment holdings
are in publicly listed securities and are considered readily realizable, as they
are actively traded on public exchanges. In addition, the Company is
permitted to borrow in the short term to ensure settlement. The Company
may however, from time to time, make investments in securities that have
low trading volumes or resale restrictions. Accordingly, it may be difficult
for the Company to make trades in these securities without adversely
affecting the price of such securities and consequently the Net Assets
attributable to holders of redeemable Class A Shares of the Company. As at
June 30, 2021 and December 31, 2020, the Company did not have
significant exposure to liquidity risk. All liabilities of the Company, other
than redeemable shares, mature within 12 months or less.

12. Capital Management
The Company has been created to provide investors with exposure to the
global companies primarily involved in gold exploration, mining or
production, while also providing monthly distributions. Redeemable Class A
Shares issued and outstanding are considered to represent the capital of the
Fund. Shareholders are entitled to distributions, if any, and to payment of a
proportionate share based on the Company’s Net Assets attributable to
holders of redeemable Class A Shares per share upon redemption. The
Company has no restrictions or specific capital requirements on the
subscriptions and redemptions of Shares other than described in Note 5. The
relevant movements are shown in the Statements of Changes in Net Assets
attributable to holders of redeemable Shares. In accordance with its investment
objectives and risk management practices, as outlined above and throughout
Note 11, the Company endeavours to invest its capital in accordance with its
investment strategy while maintaining sufficient liquidity to meet
redemptions

13. Fair Value Measurements
The Company uses the following three-level hierarchy for disclosure of the
inputs to its fair value measurements:

FA I RC O U RT G O L D I N C O M E C O R P.

Notes to the Financial Statements
June 30, 2021
(Unaudited)

17



Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access at the measurement date;

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived
from prices);

Level 3: Inputs are unobservable for the asset or liability.

If inputs of different levels are used to measure an asset’s or liability’s fair value, the classification within the hierarchy is based on the lowest level input that is
significant to the fair value measurement. The following tables illustrate the classification of the Fund’s assets and liabilities measured at fair value within the fair
value hierarchy as at June 30, 2021 and December 31, 2020:

As at June 30, 2021
Assets Level 1 Level 2 Level 3 Total
Equities – long $ 14,074,888 $ − $ − $ 14,074,888
Warrants $ 15,000 $ 48,003 $ − $ 63,003

$ 14,089,888 $ 48,003 $ − $ 14,137,891

Liabilities Level 1 Level 2 Level 3 Total
Options – short $ 20,008 $ − $ − $ 20,008

$ 20,008 $ − $ − $ 20,008

As at December 31, 2020
Assets Level 1 Level 2 Level 3 Total
Equities – long $ 17,549,377 $ − $ − $ 17,549,377
Warrants $ − $ 105,393 $ − $ 105,393

$ 17,549,377 $ 105,393 $ − $ 17,654,770

Liabilities Level 1 Level 2 Level 3 Total
Options – short $ 15,007 $ − $ − $ 15,007

$ 15,007 $ − $ − $ 15,007

Cash and cash equivalents are classified as Level 1 in the fair value hierarchy. During the period ended June 30, 2021 $18,644 warrants have been exercised and
moved from Level 2 to Level 1.

All fair value measurements above are recurring.

Fair values are classified as Level 1 when the related security or derivative is
actively traded and a quoted price is available. If an instrument classified as
Level 1 subsequently ceases to be actively traded, it is transferred out of Level 1.
In such cases, instruments are reclassified into Level 2, unless the measurement
of its fair value requires the use of significant unobservable inputs, in which
case it is classified as Level 3.

a) Equities
The Fund’s equity positions are classified as Level 1 when the security is
actively traded and a reliable price is observable. Certain of the Fund’s
equities may not trade frequently and therefore observable prices may not

be available. In such cases, fair value is determined using observable market
data (e.g., transactions for similar securities of the same issuer) and the fair
value is classified as Level 2, unless the determination of fair value requires
significant unobservable data, in which case the measurement is classified as
Level 3;

b) Derivative assets and liabilities
Derivative assets and liabilities consist of short option positions and
warrants, which are classified as Level 1, unless observable prices are not
available. In such cases, fair value is determined using observable market data
(e.g., transactions for similar securities of the same issuer) and the fair value
is classified as Level 2.
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Corporate Information
Faircourt Asset Management Inc. (“Faircourt”) was created to design, distribute and market innovative structured investment products to retail investors
throughout Canada. Faircourt is credited with being the innovator of Canada’s first funds of Income Trusts using a dual security structure, Faircourt
currently provides management services to one NEO listed closed-end fund, Faircourt Split Trust and one NEO listed corporation, Faircourt Gold
Income Corp. Faircourt also acts as Portfolio Advisor to the Ninepoint Alternative Health Fund.

For more information, please visit the Manager’s website at www.faircourtassetmgt.com.
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