





With a return of 11.90% in 2010, the RBC Canadian Dividend Fund underperformed the S&P/TSX Composite Index (CA$). It has
maintained an underweight exposure to the Materials sector as it is not a traditional source of dividends. In the Technology and Health
Care sectors, a fundamental lack of opportunity and dividend paying names has resulted in underweight positions. In the
Telecommunications sector, the portfolio managers have maintained a modest underweight, reflecting slowing growth and increased
competition. Valuations in the Utilities sector are elevated and the portfolio managers are concerned about the impact of rising
interest rates.

The Dynamic Equity Income Fund was the top performer among the Canadian equity underlying funds. While the portfolio maintained
adiversified sector exposure, Energy and Financials (which included real estate investment trusts) represented the largest components
of the Fund. These two sectors were also the largest contributors to the Fund’s returns. Holdings in Vermilion Energy Inc. and H&R REIT
were the top two contributors to performance within the portfolio. REITs benefited from investor interest in securities that generate
attractive yields and energy securities were positively impacted by the rising price of oil.

The Mackenzie Ivy Foreign Equity Fund’s underperformance is a result of substantial underweights in both the Energy and Information
technology sectors; as well as an overweight in the Health Care sector. The top three company positions contributing to performance
in 2010 were: McDonald’s, Nestlé and Fastenal, while the top two detractors were: Staples and Colgate-Palmolive. Currency
movements were the single largest detractor from performance on an absolute basis, as the Canadian dollar strengthened against its
U.S. and European counterparts.

The AGF Emerging Markets outperformed during the period due mainly to security selection, while relative sector allocation was
positive. The top contributors at the security level were Lojas Renner, Fresnillo PLC, Massmart, Weichai Power and Foschini Group.
Names that detracted included Petrobas and Gerdau. The countries that added value to the fund were Hong Kong (China), Thailand,
South Africa, Turkey and Singapore while countries like South Korea, Russia, Taiwan and Chile detracted from performance. Sectors
that contributed to the performance were Consumer Discretionary, Financials and Materials while Industrials and Information
technology were detracting sectors.

Recent Developments

In order to optimize the various asset classes in the Meritage Portfolios, the BMO Guardian Monthly High Income Il Fund was removed
from the underlying funds of the Meritage Income Portfolios, on March 31, 2010. The assets invested in this fund were redistributed
to other existing funds in the Canadian equity class.

In addition, further to an optimization of the potential investment returns and the reduction in the volatility associated with global
equities, the Brandes Global Small Cap Fund was removed from the underlying funds, on March 31, 2010. This Fund was replaced by
the AGF Emerging Markets Fund.

Growth in emerging markets continues to be robust, supported by positive macroeconomic fundamentals, rising domestic
consumption and infrastructure spending. Traditional growth economies like China, India and Brazil, are now joined by peripheral
economies like Indonesia, Thailand, Turkey, and South Africa. Domestic currencies are expected to appreciate further, reflecting
optimism in the outlook. Policy reforms in emerging economies continue to translate into long-term structural improvements and
long-term productivity advancements which should be positive for domestic economic growth.

Effective January 1, 2011 income trusts are taxed as corporations, with the exception of real estate investment trusts which are
exempted from the SIFT legislation. Most trusts have converted to dividend paying corporations, with the exception of a few companies
that do not want to take on the cost of conversion. As a result moving forward the Dynamic Equity Income Fund will hold dividend-
paying equities and real estate investment trusts. However, the portfolio managers will continue to invest in quality businesses at a
reasonable price, focusing on best-in-class companies with strong balance sheets and outstanding management teams. As income
trusts in the portfolio have converted to the corporate structure the fund remained invested in these businesses in order to provide a
stable monthly distribution. In December, the portfolio managers assessed the distribution levels of the income trusts in the portfolio
for potential decreases due to taxes payable and as a result lowered the monthly distribution rate of the Fund.

A unitholder vote took place on October 13, 2010 which approved a change to the investment objective and strategy of the Dynamic
Equity Income Fund to allow it to seek high income and long-term growth by investing primarily in equity securities that pay a dividend
or distribution. This allowed the Fund greater flexibility to invest in other forms of issuers (such as corporations) in anticipation of the
changes to the tax treatment of income trusts. There was no impact on the Fund.

The Bank of Canada kept rates on hold during the fourth quarter at 1.00%. The market is not expecting another increase in Canada
until mid-2011, because of the strong Canadian dollar and the U.S. Fed’s own reluctance to raise rates. The Fed has not yet raised
rates, having left them at between 0% and 0.25%, and is very unlikely to raise them for another nine to 12 months.

Supply of preferred shares will likely remain low as all Canadian banks have ample capital and the new Basel lll rules force banks to
hold more of their capital as common equity than in the past. Institutional investors pushed up the prices of perpetual preferred
shares, even though rates were rising as speculation grew that these securities may have to be redeemed/ exchanged into Basel Il
qualifying capital securities in the future. If this is ultimately the case, then preferred shares will do very well over the short term.
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Overall, the portfolio managers of Cl Signature Dividend Fund are estimating that preferred returns will be more modest than last year,
in the 7% area, due to very good demand and low supply, tempered by likely rising interest rates in the later half of the year.

More corporations are taking advantage of low interest rates for long-term borrowing and using it to shrink the number of shares
outstanding through buybacks. Mergers are another place where low-cost debt will be used as financing. Now that clarity has come
out of Basel with respect to capital ratios requirements, the portfolio managers can expect to see financial institutions resume
dividend increases, buybacks and M&A activity.

The global economic recovery is making positive progress albeit at a somewhat tepid pace. While Europe is plagued by the sovereign
debt crisis which has weighted on the Euro, it has resulted in strength in Germany, which should spill into other countries in Europe
resulting in positive growth for the region. The portfolio managers of some of the underlying funds expect Asia ex Japan growth to be
relatively strong, while growth in Japan will be somewhat sluggish. They also expect continued modest gains in economic trends as
improved consumer and business confidence results in higher activity. The transition from a government stimulus-led recovery to a
self-sustained, business and consumer spending-led recovery has been slow to develop, however they believe the mechanisms are
in place for the recovery to further take shape. Although some of this may be priced in, they believe further gains in corporate profits
will help markets make positive gains through 2011.

Future Accounting Standards

In February 2008, the Canadian Accounting Standards Board (“AcSB”) confirmed that all publicly accountable enterprises would be
required to report under International Financial Reporting Standards (“IFRS™) as published by the International Accounting Standards
Board (“IASB”) for fiscal years beginning on or after January 1, 2011. However, in January 2011, the AcSB approved a deferral of the
effective date of entry in force of IFRS from January 1, 2011 to January 1, 2013 for investment companies that are currently applying
Accounting Guideline AcG-18, “Investment Companies”.

The deferral of the transition date to IFRS has been put in place to ensure that investment companies will not have to modify
their actual accounting treatment for entities in which they have control while the IASB is completing the standard about
investment companies.

Consequently, the Funds will publish their first audited financial statements in accordance with IFRS for the year ended
December 31, 2013 and will present comparative figures in accordance with IFRS for the year ended December 31, 2012, including
an opening balance sheet as at January 1, 2012.

A project had been set up to prepare the Funds for the transition to IFRS and the project was at its implementation phase. At this
point, with actual standards in place, management does not expect that the transition to IFRS will have a significant impact on
net assets or net asset value per unit/share. Rather, it expects that this transition will impact the presentation and disclosure of
financial statements.

Given the deferral of the effective transition date to IFRS, management is closely monitoring the evolution of the standards and
is adjusting its project consequently. In the periods preceding the first fiscal year in which IFRS will be adopted, the impacts of
transitioning to IFRS on the financial statements of the Funds will be disclosed as they become known.
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Related Party Transactions
National Bank of Canada (the “Bank”) and its affiliated companies’ roles and responsibilities related to the Portfolio are as follows:

Manager

As described in the Management Fees section, the Portfolio pays annual management fees to National Bank Securities Inc. (the
“Manager”) in consideration for management services. The management fees cover mainly the Manager’s costs of managing the
Portfolio’s investments. The Manager is an indirect wholly-owned subsidiary of National Bank of Canada (the “Bank”).

The Portfolio reimbursed in part the Manager for operating expenses incurred in administering the Portfolio, including trustee, record-
keeping, custodial, legal, audit, investor servicing, and securityholder reporting fees.

Portfolio Advisor
The Manager has appointed National Bank Trust (“NBT”), an indirect wholly-owned subsidiary of the Bank, as the portfolio advisor for the
Portfolio. A flat fee is payable annually to NBT for its management services.

Trustee, Custodian and Registrar
Natcan Trust Company (“NTC”), an indirect wholly-owned subsidiary of the Bank, is the Portfolio’s trustee. In this capacity, it is the
legal owner of the Portfolio’s investments.

NTC also acts as the Portfolio’s custodian, registrar and transfer agent. The Manager pays NTC for its services as custodian based on
the assets held by the Portfolio. In addition, a flat fee per transaction is paid to NTC. With respect to the registrar and transfer agent
services for the Portfolio, a fixed annual amount is paid to NTC by the Manager.

NTC also has responsibility for valuation of the Portfolio and the Portfolio’s accounting and records. NTC is paid for these functions by
the Manager.

Brokerage Fees

NBT carries out the Portfolio transactions in the underlying funds through National Bank Direct Brokerage Inc. (“NBDB”), a
wholly-owned subsidiary of the Bank. Each month, the Manager pays a flat fee for each transaction carried out in the underlying
fund securities.

Dealer Compensation

Fund units are also offered by National Bank Direct Brokerage Inc., CABN Investments Inc. National Bank Financial Inc. and other
affiliated entities. Each month, brokers receive a commission representing a percentage of the average daily value of the securities held
by their clients.
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Financial Highlights

The following tables show key financial information about the Portfolio and are intended to help you understand the Portfolio’s
financial performance over the past five years.

Advisor Series

The Fund’s Net Asset Value per Unit®

2010 2009 2008 2007 2006
(95 days)

Net Assets, beginning of year $ 7.51 $ 6.42 $ 8.90 $ 10.00 $ 10.00
Increase (decrease) from operations
Total revenue $ 0.30 $ 0.34 $ 0.39 $ 0.46 $ 0.13
Total expenses $ (0.20) $ (0.17) $ (0.20) $ (0.24) $ (0.07)
Realized gains (losses) $ (0.05) $ (0.28) $ (0.45) $ 0.34 $ 0.36
Unrealized gains (losses) $ 0.85 $ 1.63 $ (1.57) $ (0.97) $ (0.08)
Transaction costs on purchase and sale investments $ - $ - $ - $ - $ -
Total increase (decrease) from operations” $ 0.90 $ 1.52 $ (1.83) $ (0.41) $ 0.34
Distributions:
From income (excluding dividends) $ - $ 0.02 $ 0.08 $ 0.04 $ -
From dividends $ 0.11 $ 0.16 $ 0.12 $ 0.16 $ 0.04
From capital gains $ - $ - $ - $ 0.26 $ 0.19
Return of capital $ 0.41 $ 0.28 $ 0.43 $ 0.52 $ 0.08
Total annual distributions” $ 0.52 $ 0.46 $ 0.63 $ 0.98 $ 031
Net Assets as at December 31 of years shown $ 7.85 $ 7.51 $ 6.42 $ 8.90 $ 10.00

@ This information is derived from the Fund’s audited annual financial statements and unaudited interim financial state ments.

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

O Distributions were paid in cash or reinvested in additional units of the Fund, or both.

Ratios and Supplemental Data

2010 2009 2008 2007 2006

(95 days)

Total net asset value (000’s)"” $ 43,617 $ 24,772 $ 20,506 $30,724 $ 8,160

Number of units outstanding® 5,559,648 3,300,471 3,192,805 3,451,206 816,329
Management expense ratio® 2.65 % 2.61 % 2.49 % 2.52 % 2.52 %

Management expense ratio before waivers

or absorptions 2.77 % 2.79 % 2.76 % 2.95 % 331 %
Trading expense ratio® - % - % - % - % - %
Portfolio turover rate"” 23.75 % 14.78 % 21.71 % 9.60 % 0.28 %

Net asset value per unit $ 7.85 $ 7.51 $ 6.42 $ 8.90 $ 10.00

@ This information is provided as at December 31 of years shown.

@ Management expense ratio is based on total expenses for the period indicated (excluding commissions and other portfolio transaction costs) and is expressed as an annualized
percentage of the daily average net asset value during the period.

©) 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 Fund’s portfolio’s turnover rate indicates how actively the Fund’s portfolio advisor manages its portfolio investments. A portfolio turnover rate of 100% is equivalent to the
Fund buying and selling all of the securities in its portfolio once in the course of the period. The higher a Fund’s portfolio turnover rate in a year, the greater the trading costs
payable by the Fund in the 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.
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Financial Highlights

F Series

The Fund’s Net Asset Value per Unit®

2010 2009 2008 2007 2006
(95 days)

Net Assets, beginning of year $ 7.86 $ 6.62 $ 9.04 $ 10.01 $ 10.00
Increase (decrease) from operations
Total revenue $ 0.32 $ 036 $ 0.45 $ 0.51 $ 0.12
Total expenses $ (0.11) $ (0.17) $ (0.23) $ (0.12) $ (0.03)
Realized gains (losses) $ (0.04) $ (0.29) $ (0.51) $ 0.36 $ 0.43
Unrealized gains (losses) $ 0.92 $ 1.70 $ (1.79) $ (1.03) $ (0.09)
Transaction costs on purchase and sale investments $ - $ - $ - $ - $ -
Total increase (decrease) from operations” $ 1.09 $ 1.60 $ (2.08) $ (0.28) $ 0.43
Distributions:
From income (excluding dividends) $ 0.04 $ 0.11 $ 0.19 $ 0.15 $ 0.02
From dividends $ 0.18 $ o0.16 $ 0.12 $ 0.17 $ 0.06
From capital gains $ - $ - $ - $ 0.26 $ 021
Return of capital $ 0.31 $ 0.18 $ 0.32 $ 0.40 $ 0.03
Total annual distributions® $ 0.53 $ 0.45 $ 0.63 $ 098 $ 032
Net Assets as at December 31 of years shown $ 8.35 $ 7.86 $ 6.62 $ 9.04 $ 10.01

@ This information is derived from the Fund’s audited annual financial statements and unaudited interim financial statements.

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

O Distributions were paid in cash or reinvested in additional units of the Fund, or both.

Ratios and Supplemental Data

2010 2009 2008 2007 2006

(95 days)

Total net asset value (000’s)"” $829 $ 307 $295 $ 440 $110

Number of units outstanding®” 99,194 39,062 44,570 48,658 10,961
Management expense ratio” 1.34 % 1.29 % 1.18 % 1.19 % 1.16 %

Management expense ratio before waivers

or absorptions 1.36 % 1.47 % 1.44 % 1.63 % 1.75 %
Trading expense ratio® - % - % - % - % - %
Portfolio turover rate"” 23.75 % 14.78 % 21.71 % 9.60 % 0.28 %

Net asset value per unit $ 8.35 $ 7.86 $ 6.62 $ 9.04 $ 10.01

@ This information is provided as at December 31 of years shown.

@ Management expense ratio is based on total expenses for the period indicated (excluding commissions and other portfolio transaction costs) and is expressed as an annualized
percentage of the daily average net asset value during the period.

©) 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 Fund’s portfolio’s turnover rate indicates how actively the Fund’s portfolio advisor manages its portfolio investments. A portfolio turnover rate of 100% is equivalent to the
Fund buying and selling all of the securities in its portfolio once in the course of the period. The higher a Fund’s portfolio turnover rate in a year, the greater the trading costs
payable by the Fund in the 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.
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Management Fees

The Portfolio pays annual management fees to the Manager in consideration for management, portfolio advisory and administrative
services and facilities required by the Portfolio in its day-to-day operations. A portion of the management fees paid by the Portfolio
covers trailer and sales commissions paid to dealers.

As the Portfolio invests in underlying funds, the fees and expenses payable in connection with the management of the
underlying funds are in addition to those payable by the Portfolio. However, the Manager makes sure that the Portfolio does not
pay any management (or operating) fees that, to a reasonable person, would duplicate a fee payable by the underlying fund for the
same service.

The management fees are calculated as a fixed percentage of the Portfolio’s daily net asset value, are accrued on a daily basis and
are paid monthly. The Portfolio is required to pay applicable taxes on the management fees.

The breakdown of the main services received in consideration for the management fees, as a percentage of the management fees
collected from the Portfolio, is as follows:

Series Management fees Distribution Otherst
Front end 55.56% 44.44%
Back end 22.22% 77.78%
Advisor Series* 2.25%
Low - Load 1 to 3 years 22.22% 77.78%
Low - Load 4 years plus 44.44% 55.56%
F Series 1.00% 0.00% 100.00%

® Excluding sales commissions paid on the Advisor Series with low load and back end fees.
®Includes all costs related to management, investment advisory services, general administration and profit.

Past Performance

The returns of each Portfolio or series of a Portfolio presented below are calculated as of December 31 of each year. They assume
the reinvestment of all distributions and do not take into account sales, redemption charges, distributions, or optional charges that
would have reduced returns. Past performance of a Portfolio or series of a Portfolio does not necessarily indicate how it will perform
in the future.

Annual Returns

The following bar chart shows the Portfolio’s annual performance in each of the years shown and illustrates how the Portfolio’s
performance has changed from year to year. It shows in percentage terms how an investment made on January 1 would have increased
or decreased by December 31 for each year.
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Annual Compounded Performance

The following table shows the Meritage Equity Income Portfolio annual compound total return for the indicated period ended on December
31, 2010. The annual compound total return is compared to the blended index composed of 20% of the DEX Universe Bond Index (CA$),
60% of the S&P/TSX Composite Index (CA$) and 20% of the MSCI World Index (CA$) calculated on the same compound basis. A
discussion of the Fund’s relative performance in comparison to the index (or indices) can be found in the Results of Operations Section of
this report.

Meritage Equity Income Portfolio Since inception 3 years 1 year
Advisor Series* 2.57% 3.11% 12.03%
F Series* 3.90% 4.44% 13.44%
DEX Universe Bond Index (CA$) (20%)

S&P/TSX Composite Index (CA$) (60%) 4.44% 1.57% 13.10%
MSCI World Index (CA$) (20%)

DEX Universe Bond Index (CA$) 5.40% 6.19% 6.74%
S&P/TSX Composite Index (CA$) 6.19% 2.09% 17.61%
MSCI World Index (CA$) -1.74% -4.64% 5.93%

* Inception date: September 25, 2006.
The DEX Universe Bond Index (previously known as the SCM Universe Bond Index) is composed of over 900 bonds with a term to
maturity of more than one year and reflects the Canadian Bond market.

The S&P/TSX Composite Index is composed of over 300 Canadian stocks and is designed to represent the Canadian
equity market.

The MSCI World Index is designed to measure global developed market equity performance and is made up of approximately
1,500 companies listed on stock exchanges in the 22 developed countries that make up the MSCI national indexes.
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Summary of Investment Portfolio

Portfolio Top Holdings Asset Mix

% of Net % of Net

Asset Value Asset Value

Dynamic Equity Income Fund........ ... oo 20.9 Canadian Equity Funds. ... .o e e 60.4

RBC Canadian Dividend Fund. ........ .. oo, 19.8 Global Equity Funds ... veoe i e 20.3

Cl Signature Dividend Fund . ........ ... 19.7 Fixed Income Funds . ...ooouiiin i e 19.6

Mackenzie Sentinel Corporate Bond Fund ...................... 9.9 Cash & Other Assets. ...ttt -0.3
AGF Emerging Markets Fund. . ..., 5.4
Capital International - Global Equity Fund. ...................... 5.1
Mackenzie Cundill Value Fund . .. ... ..o 5.0
Mackenzie Ivy Foreign Equity Fund . ..........c oo, 4.9
TD Canadian Bond Fund. ...t 4.8
Beutel Goodman Income Fund Class 1 .........ovvvniinnnennnn. 4.8
Cash and Other Assets.........coouuiiiiiiiiiiiiniinnn.. -0.3
100.0
NetAssetValue.......... ..., $44,445,864

The Summary of Investment Portfolio may change due to ongoing portfolio transactions of the Portfolio. A quarterly update is available.
For more information, please contact us at infomeritage@nbc.ca, call toll-free at 1-866-603-3601, or contact your financial advisor.

The prospectus and other information on the underlying investment funds are available on the Internet at www.sedar.com.

Note on forward-looking statements

This report may contain forward-looking statements concerning the Fund, its future performance, its strategies or prospects or about future events or circumstances. Such forward-looking statements
include, among others, statements with respect to our beliefs, plans, expectations, estimates and intentions. The use of the expressions “foresee,” “intend,” “anticipate,” “estimate,” “assume,”
“believe” and “expect” and other similar terms and expressions indicate forward-looking statements.

» «

By their very nature, forward-looking statements imply the use of assumptions and necessarily involve inherent risks and uncertainties. Consequently, there is a significant risk that the explicit
or implicit forecasts contained in these forward-looking statements might not materialize or that they may not prove to be accurate in the future. A number of factors could cause future results,
conditions or events to differ materially from the objectives, expectations, estimates or intentions expressed in such forward-looking statements. Such differences might be caused by several
factors, including changes in Canadian and worldwide economic and financial conditions (in particular interest and exchange rates and the prices of other financial instruments), market trends,
new regulatory provisions, competition, changes in technology and the potential impact of conflicts and other international events.

The foregoing list of factors is not exhaustive. Before making any investment decision, investors and others relying on our forward-looking statements should carefully consider the foregoing factors
and other factors. We caution readers not to rely unduly on these forward-looking statements. We assume no obligation to update forward-looking statements in the light of new information, future
events or other circumstances unless applicable legislation so provides.

“Meritage Portfolios®” and the Meritage Portfolio logo are registered trademarks of National Bank of Canada, used under licence by National Bank Securities Inc.
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