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INDEPENDENT AUDITORS’ REPORT 

To the Shareholders of the AlphaDelta Tactical Growth Class 

Opinion 

We have audited the financial statements of the AlphaDelta Tactical Growth Class, which 

comprise: 

 the statement of financial position as at December 31, 2018 

 the statement of comprehensive income for the year then ended 

 the statement of changes in net assets attributable to holders of redeemable shares for 

the year then ended  

 the statement of cash flows for the year then ended  

 and notes to the financial statements, including a summary of significant accounting 

policies 

(Hereinafter referred to as the “financial statements”). 

In our opinion, the accompanying financial statements present fairly, in all material 

respects, the financial position of the Fund as at December 31, 2018, and its financial 

performance and its cash flows for the year then ended in accordance with International 

Financial Reporting Standards (IFRS). 

Basis for Opinion 

We conducted our audit in accordance with Canadian generally accepted auditing 

standards. Our responsibilities under those standards are further described in the 

“Auditors’ Responsibilities for the Audit of the Financial Statements” section of our 

auditors’ report.  

We are independent of the Fund in accordance with the ethical requirements that are 

relevant to our audit of the financial statements in Canada and we have fulfilled our other 

ethical responsibilities in accordance with these requirements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to 

provide a basis for our opinion. 
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Other Matter – Comparative Information 

The financial statements for the year ended December 31, 2017 were audited by another 

auditor who expressed an unmodified opinion on those financial statements on March 31, 

2018. 

Other information 

The Manager is responsible for the other information. Other information comprises: 

 the information included in the Annual Management Report on Fund Performance for 

the Fund filed with the relevant Canadian Securities Commissions. 

Our opinion on the financial statements does not cover the other information and we do not 

and will not express any form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the 

other information identified above and, in doing so, consider whether the other information 

is materially inconsistent with the financial statements or our knowledge obtained in the 

audit and remain alert for indications that the other information appears to be materially 

misstated. 

We obtained the information included in the Annual Management Report on Fund 

Performance for the Fund filed with the relevant Canadian Securities Commissions as at 

the date of this auditors’ report. 

If, based on the work we have performed on this other information, we conclude that there 

is a material misstatement of this other information, we are required to report that fact in the 

auditors’ report. 

We have nothing to report in this regard. 

Responsibilities of the Manager and Those Charged with Governance 
for the Financial Statements 

The Manager is responsible for the preparation and fair presentation of the financial 

statements in accordance with IFRS, and for such internal control as the Manager 

determines is necessary to enable the preparation of financial statements that are free from 

material misstatement, whether due to fraud or error. 

In preparing the financial statements, the Manager is responsible for assessing the Funds’ 

ability to continue as a going concern, disclosing as applicable, matters related to going 

concern and using the going concern basis of accounting unless the Manager either 

intends to liquidate the Funds or to cease operations, or has no realistic alternative but to 

do so. 

Those charged with governance are responsible for overseeing the Funds’ financial 

reporting process. 



 

AlphaDelta Tactical Growth Class 
Page 3 

 
 

 

Auditors’ Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements 

as a whole are free from material misstatement, whether due to fraud or error, and to issue 

an auditors’ report that includes our opinion.  

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit 

conducted in accordance with Canadian generally accepted auditing standards will always 

detect a material misstatement when it exists.  

Misstatements can arise from fraud or error and are considered material if, individually or in 

the aggregate, they could reasonably be expected to influence the economic decisions of 

users taken on the basis of the financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing standards, we 

exercise professional judgment and maintain professional skepticism throughout the audit.  

We also: 

 Identify and assess the risks of material misstatement of the financial statements, 

whether due to fraud or error, design and perform audit procedures responsive to 

those risks, and obtain audit evidence that is sufficient and appropriate to provide a 

basis for our opinion.  

The risk of not detecting a material misstatement resulting from fraud is higher than for 

one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 

misrepresentations, or the override of internal control. 

 Obtain an understanding of internal control relevant to the audit in order to design audit 

procedures that are appropriate in the circumstances, but not for the purpose of 

expressing an opinion on the effectiveness of the Funds’ internal control.  

 Evaluate the appropriateness of accounting policies used and the reasonableness of 

accounting estimates and related disclosures made by the Manager. 

 Conclude on the appropriateness of the Manager’s use of the going concern basis of 

accounting and, based on the audit evidence obtained, whether a material uncertainty 

exists related to events or conditions that may cast significant doubt on the Funds’ 

ability to continue as a going concern. If we conclude that a material uncertainty exists, 

we are required to draw attention in our auditors’ report to the related disclosures in the 

financial statements or, if such disclosures are inadequate, to modify our opinion. Our 

conclusions are based on the audit evidence obtained up to the date of our auditors’ 

report. However, future events or conditions may cause the Funds to cease to continue 

as a going concern. 

 Evaluate the overall presentation, structure and content of the financial statements, 

including the disclosures, and whether the financial statements represent the 

underlying transactions and events in a manner that achieves fair presentation. 
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 Communicate with those charged with governance regarding, among other matters, the 

planned scope and timing of the audit and significant audit findings, including any 

significant deficiencies in internal control that we identify during our audit. 

 

 
 
Chartered Professional Accountants 
 
Vancouver, Canada 
March 29, 2019 
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AlphaDelta Tactical Growth Class 
Statement of Financial Position 
 
December 31, 2018 and 2017 
 

  2018 2017 

 

Assets 
 
Current assets: 

Cash $ 5,684,110 $ 128,594 
Dividends receivable 8,444 20,205 
Accounts receivable - 15,709 
Due from related parties (note 7) 9,854 5,947 
Investments - at fair value (note 8) 6,899,901 11,555,722 
Prepaid expenses 17,145 12,511 

  12,619,454 11,738,688 

 

Liabilities 
 
Current liabilities: 

Accounts payable and accrued liabilities  68,908  72,481 
Management fees payable (note 7) 34,951 15,980 

  103,859 88,461 
 

Net assets attributable to holders of  
redeemable shares   $ 12,515,595 $ 11,650,227 

 
Net assets attributable to holders of  

redeemable shares per series: 
Series A   $ 2,243,072 $ 2,211,751 
Series F  7,259,982 6,618,576 
Series I  3,012,541 2,819,900 

 

     $ 12,515,595 $ 11,650,227 

 
Number of redeemable shares outstanding (note 6): 

Series A    178,024  198,791 
Series F  559,865 584,115 
Series I  227,522 245,657 

 

 
Net assets attributable to holders of  

redeemable shares per share: 
Series A   $ 12.60 $ 11.13 
Series F  12.97 11.33 
Series I  13.24 11.48 

 

 
Commitments (note 13) 
See accompanying notes to financial statements. 
 
Approved on behalf of the Board of Directors of Qwest Funds Corp: 
 
 
 
   Director   Director 
Maurice Levesque   Victor Therrien 
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AlphaDelta Tactical Growth Class 
Statements of Comprehensive Income  
 
Years ended December 31, 2018 and 2017 
 

  2018 2017 

 
Revenue: 

Foreign exchange gain (loss) on cash $ 236,058 $ (7,909) 
Dividend income 189,165 128,281 
Interest income 11,235 159 
Net realized gain on sale of investments 2,657,664 412,155 
Change in unrealized (depreciation) appreciation  

of investments (1,025,847) 625,634 

  2,068,275 1,158,320 
 
Expenses: 

Management fee (note 7) 199,459 180,901 
Shareholder recordkeeping and fund accounting fees 50,131 49,610 
Transaction costs (note 5) 40,083 30,967 
Audit 37,476 46,659 
Custodian fees 25,229 15,589 
Foreign withholding taxes 24,104 10,927 
Filing fees 21,337 25,314 
Legal fees 13,493 12,913 
Translation fee 10,533 7,260 
Independent review committee fees 8,234 9,527 
Tax review 6,246 5,087 
Securityholder reports 3,419 2,673 
Bank charges 1,077 1,102 
Interest 486 737 
Expenses reimbursements (note 7) (21,597) (5,947) 

  419,710 393,319 
 
Increase in net assets attributable to holders of  

redeemable shares   $ 1,648,565 $ 765,001 

 
Increase in net assets attributable to holders of  

redeemable shares per series: 
Series A   $ 297,180 $ 125,819 
Series F  910,744 436,677 
Series I  440,641 202,505 

 

     $ 1,648,565 $ 765,001 

 
Increase in net assets attributable to holders of  

redeemable shares per share (note 11): 
Series A   $ 1.49 $ 0.62 
Series F  1.64 0.74 
Series I  1.86 0.83 

 

 
See accompanying notes to financial statements. 
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AlphaDelta Tactical Growth Class 
Statements of Changes in Net Assets Attributable to Holders of Redeemable Shares 
 
Years ended December 31, 2018 and 2017 
 

  Net assets 
  attributable     Increase in Net assets 
  to holders of Proceeds  Distributions  net assets attributable 
  redeemable from  to investors Shares attributable to to holders of 
  shares, redeemable Redemption of from issued on holders of redeemable 
  beginning of shares redeemable net investment reinvestment of redeemable shares, end of 
December 31, 2018 year issued shares income distributions shares year 

 
Series A $ 2,211,751 $ 98,549 $ (364,408) $ (2,680) $ 2,680 $ 297,180 $ 2,243,072 
Series F 6,618,576 703,042 (972,377) (8,672) 8,669 910,744 7,259,982 
Series I 2,819,900 13,000 (261,000) (3,598) 3,598 440,641 3,012,541 
 

  $ 11,650,227 $ 814,591 $ (1,597,785) $ (14,950) $ 14,947 $ 1,648,565 $ 12,515,595 

 
 

  Net assets 
  attributable     Increase in Net assets 
  to holders of Proceeds  Distributions  net assets attributable 
  redeemable from  to investors Shares attributable to to holders of 
  shares, redeemable Redemption of from issued on holders of redeemable 
  beginning of shares redeemable net investment reinvestment of redeemable shares, end of 
December 31, 2017 year issued shares income distributions shares year 

 
Series A $ 2,069,950 $ 118,299 $ (102,317) $ (4,432) $ 4,432 $ 125,819 $ 2,211,751 
Series F 6,280,870 799,472 (898,443) (13,259) 13,259 436,677 6,618,576 
Series I 2,617,395 - - (5,648) 5,648 202,505 2,819,900 
 

  $ 10,968,215 $ 917,771 $ (1,000,760) $ (23,339) $ 23,339 $ 765,001 $ 11,650,227 

 
See accompanying notes to financial statements. 
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AlphaDelta Tactical Growth Class 
Statements of Cash Flows 
 
Years ended December 31, 2018 and 2017 
 

  2018 2017 

 
Cash provided by (used in): 
 
Operating activities: 

Increase in net assets attributable to  
holders of redeemable shares $ 1,648,565 $ 765,001 

Items not involving cash: 
Foreign exchange (gain) loss on cash (236,058) 7,909 
Net realized gain on sale of investments (2,657,664) (412,155) 
Change in unrealized depreciation (appreciation) 

of investments 1,025,847 (625,634) 
Dividend income (189,165) (128,281) 
Interest income (11,235) (159) 
Interest expense 486 737 

Changes in non-cash balances: 
Accounts receivable 15,709 (709) 
Due from related parties (3,907) 28,390 
Prepaid expenses (4,634) 4,520 
Accounts payable and accrued liabilities (3,573) 4,183 
Management fees payable 18,971 1,128 

Dividends received 200,926 115,601 
Interest received 11,235 159 
Interest paid (486) (737) 
Proceeds from sale of investments 35,263,349 21,603,342 
Purchase of investments (28,975,711) (21,137,694) 

Net cash provided by operating activities 6,102,655 225,601 
 
Financing activities: 

Proceeds from redeemable shares issued 785,986 917,772 
Redemption of redeemable shares (1,569,180) (1,000,760) 
Distribution paid in cash (14,950) (23,339) 
Shares issued on reinvestment of distributions 14,947  23,339  

Net cash used in financing activities (783,197) (82,988) 

 
Increase in cash 5,319,458 142,613 
 
Foreign exchange gain (loss) on cash 236,058 (7,909) 
 
Cash, beginning of year 128,594 (6,110) 
 

Cash, end of year $ 5,684,110 $ 128,594 

 
Supplemental information* 

Interest paid $ 486 $ 737 
Interest received 11,235 159 
Dividends received, net of withholding taxes 176,066 107,837 
 

 
*Included as a part of cash flows from operating activities 
 
See accompanying notes to financial statements. 
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AlphaDelta Tactical Growth Class 
Schedule of Investment Portfolio 
(Expressed in Canadian Dollars) 
 
December 31, 2018 
 

   Number of Average Fair value Fair value 
Description  shares cost ($) (%) 
 
Investments owned (55.13%) 
 

Equities (55.13%) 
Communications (6.61%) 

Cisco Systems Inc. 6,845 $ 327,897 $ 404,673 3.23 
Verizon Communications Inc. 5,515 372,019 423,037 3.38 

Total Communications 699,916 827,710 6.61 
 

Consumer, Non-cyclical (18.94%) 
Eli Lilly & Co. 4,245 591,879 670,236 5.36 
Pfizer Inc. 14,142 688,481 842,242 6.73 
The Coca-Cola Co. 13,267 795,566 857,106 6.85 

Total Consumer, Non-cyclical 2,075,926 2,369,584 18.94 
 

Energy (4.46%) 
TerraForm Power Inc. 36,500 501,978 558,763 4.46 

Total Energy 501,978 558,763 4.46 
 

Financial (14.46%) 
Apartment Investment & Management Co. 7,871 438,276 471,236 3.77 
The Bank of Nova Scotia 3,000 208,261 204,150 1.63 
UDR Inc. 7,500 383,060 405,431 3.24 
Wellflower Inc. 7,689 618,578 728,171 5.82 

Total Financial 1,648,175 1,808,988 14.46 
 

Funds (6.69%) 
ProShares Short QQQ 4,000 194,089 187,741 1.50 
Utilities Select Sector SPDR Fund 9,000 642,865 649,836 5.19 

Total Funds  836,954 837,577 6.69 
 

Utilities (3.97%) 
OGE Energy Corp. 9,300 448,368 497,279 3.97 

Total Utilities 448,368 497,279 3.97 
 

Total Equities $ 6,211,317 $ 6,899,901 55.13 
 

Total investments owned $ 6,211,317 $ 6,899,901 55.13 

 
Cash (45.42%)  $ 5,684,110 45.42 
 
Other liabilities, net (-0.55%)  (68,416) (0.55) 
 

Net assets attributable to holders of redeemable shares (100%) $ 12,515,595 100.00 

 
See accompanying notes to financial statements. 
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1. General: 

Qwest Funds Corp. (the “Corporation”) is a mutual fund corporation incorporated under the laws 

of Canada on March 8, 2006. The address of the Corporation’s registered office is Four Bentall 

Centre, Suite 732, 1055 Dunsmuir Street, Vancouver, British Columbia. The authorized capital of 

the Corporation consists of an unlimited number of Class A shares, Class B shares and special 

shares. Currently, there are five classes of special shares that are in issue - the AlphaDelta 

Tactical Growth Class (the “Fund”), AlphaDelta Canadian Focused Equity Class (the “ADCFE” 

Class), AlphaDelta Growth of Dividend Income Class (the “ADGDI” Class), AlphaDelta Canadian 

Growth of Dividend Income Class (the “ADCGDI” Class), and Qwest Energy Canadian Resource 

Class (the “QECRC” Class); however, the Corporation may offer additional classes of special 

shares in the future. These financial statements present the financial information of the Fund as a 

separate reporting entity. If another Class of the Corporation cannot satisfy its obligations, the 

other classes, including the Fund, may be required to satisfy them using assets attributable to 

those classes. The Manager believes the risk of such cross-liability is remote, refer to note 13 for 

commitments of the Fund. The Fund currently only offers Series A, Series F and Series I shares. 

The Corporation’s ultimate controlling party is Qwest Investment Management Corp. (“QIM”) 

which owns 51% of Class A voting shares and 100% of Class B voting shares of the Corporation. 

The Fund commenced operations on March 31, 2016. 

The Corporation appointed Qwest Investment Fund Management Ltd. (the “Manager”), whose 

ultimate parent is QIM, as the manager of the Fund. The Manager is responsible for providing 

portfolio management services to the Fund, and the Manager is authorized to delegate its 

investment advisory duties to sub-advisors. The Manager has entered into an agreement with 

AlphaDelta Management Corp. (“ADM”), pursuant to which ADM will assist the Manager in 

identifying, screening and selecting sub-advisors. ADM shares common directors with the 

Manager. The sub-advisor for this fund is Aventine Management Group Inc. 

The fundamental investment objective of the Fund is to provide long-term capital appreciation by 

investing primarily in equity (and equity equivalent) securities of individual companies, as well as 

exchange trade funds (“ETFs”), listed on securities exchanges in North America. 

The financial statements were authorized for issue by the Board of Directors of the Corporation, 

on March 29, 2019. 
 

2. Basis of preparation: 

(a) Statement of compliance: 

These financial statements have been prepared in compliance with International Financial 

Reporting Standards (“IFRS”) as published by the International Accounting Standards Board 

(“IASB”). 

(b) Basis of measurement: 

These financial statements have been prepared on a historical cost basis except for 

investments and derivatives, which are measured at fair value. 



AlphaDelta Tactical Growth Class 
Notes to Financial Statements 
(Expressed in Canadian Dollars) 
 
Years ended December 31, 2018 and 2017 
 

 

7 

2. Basis of preparation (continued): 

(c) Functional and presentation currency: 

These financial statements are presented in Canadian dollars, which is the Fund’s functional 

currency. 

(d) Use of estimates and judgment: 

The preparation of financial statements in conformity with IFRS requires the Manager to 

make judgments, estimates and assumptions that affect the application of accounting policies 

and the reported amounts of assets, liabilities, income and expenses. Actual results may 

differ from these estimates.  

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 

estimates are recognized in the period in which the estimates are revised and in any future 

period affected. 
 

3. Summary of significant accounting policies: 

The accounting policies set out below have been applied consistently to all periods as presented 

in these financial statements. 

(a) Financial instruments: 

(i) Recognition and measurement: 

Financial instruments are required to be classified into one of the following categories: 

amortized cost, fair value through other comprehensive income (“FVOCI”) or fair value 

through profit or loss (“FVTPL”). All financial instruments are measured at fair value on 

initial recognition. Measurement in subsequent periods depends on the classification of 

the financial instrument. Transaction costs are included in the initial carrying amount of 

financial instruments except for financial instruments classified as FVTPL in which case 

transaction costs are expensed as incurred.  

Financial assets and financial liabilities are recognized initially on the trade date, which is 

the date on which the Fund becomes a party to the contractual provisions of the 

instrument. The Fund derecognizes a financial liability when its contractual obligations 

are discharged, cancelled or expire.  

Financial assets and liabilities are offset and the net amount presented in the statement 

of financial position only when the Fund has a legal right to offset the amounts and 

intends either to settle on a net basis or to realize the asset and settle the liability 

simultaneously.  

A financial asset is measured at amortized cost if it meets both of the following 

conditions: 

 it is held within a business model whose objective is to hold assets to collect 

contractual cash flows; and 
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3. Summary of significant accounting policies (continued): 

(a) Financial instruments (continued): 

(i) Recognition and measurement (continued): 

 its contractual terms give rise on specified dates to cash flows that are solely 

payments of principal interest on the principal amount outstanding. 

A financial asset is measured at FVOCI if it meets both of the following conditions: 

 it is held within a business model whose objective is to hold assets to collect 

contractual cash flows and selling financial assets; and  

 its contractual terms give rise on specified dates to cash flows that are solely 

payments of principal interest on the principal amount outstanding. 

All financial assets not classified as measured at amortized cost or FVOCI as described 

above are measured at FVTPL. On initial recognition the Fund may irrevocably elect to 

measure financial assets that otherwise meets the requirements to be measured at 

amortized cost or at FVOCI as at FVTPL when doing so results in more relevant 

information. 

Financial assets are not reclassified subsequent to their initial recognition, unless the 

Fund changes its business model for managing financial assets, in which case all 

affected financial assets are reclassified on the first day of the first reporting period 

following the change in the business model. 

The Fund has not classified any of its financial assets as FVOCI. 

A financial liability is generally measured at amortized cost, with exceptions that may 

allow for classification as FVTPL. These exceptions include financial liabilities that are 

mandatorily measured at fair value through profit or loss, such as derivatives liabilities, 

The Fund may also, at initial recognition, irrevocably designate a financial liability as 

measured at FVTPL when doing so results in more relevant information. 

(ii) Fair value through profit and loss: 

Financial instruments classified as FVTPL are subsequently measured at fair value at 

each reporting period with changes in fair value recognized in the statement of 

comprehensive income in the period in which they occur. The Fund’s investments in 

securities and forward contracts are classified as FVTPL. 
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Years ended December 31, 2018 and 2017 
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3. Summary of significant accounting policies (continued): 

(a) Financial instruments (continued): 

(ii) Fair value through profit and loss (continued): 

Fair value is the price that would be received to sell an asset or paid to transfer a liability 

in an orderly transaction between market participants at the measurement date. The fair 

value of financial assets and liabilities traded in active markets (such as publicly 

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 circumstances. 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 fair value of financial assets and liabilities that are not traded in an active market is 

determined using valuation techniques. Valuation techniques also include the use of 

comparable recent arm’s length transactions, reference to other instruments that are 

substantially the same, discounted cash flow analysis, and others commonly used by 

market participants and which make the maximum use of observable inputs. Should the 

value of the financial asset or liability, in the opinion of the Manager, be inaccurate, 

unreliable or not readily available, the fair value is estimated on the basis of the most 

recently reported information of a similar financial asset or liability. 

(iii) Amortized cost: 

Financial assets and liabilities classified as amortized cost are recognized initially at fair 

value plus any directly attributable transaction costs. Subsequent measurement is at 

amortized cost using the effective interest method, less any impairment losses. The Fund 

classifies cash and cash equivalents, dividends receivable, due from related parties, 

management fees payable, and accounts payable and accrued liabilities as amortized 

cost. 

The effective interest method is a method of calculating the amortized cost of a financial 

asset or liability and of allocating interest income or expense over the relevant period. 

The effective interest rate is the rate that discounts estimated future cash payments 

through the expected life of the financial asset or liability, or where appropriate, a shorter 

period. 
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3. Summary of significant accounting policies (continued): 

(b) Income taxes: 

The Corporation qualifies as a mutual fund corporation as defined in the Income Tax Act 

(Canada). A mutual fund corporation is subject to a special 38-1/3% tax on taxable dividends 

received from corporations resident in Canada and to tax at a normal corporate rate on other 

income and net taxable realized capital gains for the period. The special 38-1/3% tax is 

refundable at the rate of $1 for every $2.61 of ordinary dividends paid. All the tax on net 

taxable realized capital gains is refundable on a formula basis when shares are redeemed or 

capital gains dividends are paid. As a result of these refund mechanisms, the Fund is in effect 

not taxable with respect to dividends received from corporations resident in Canada and net 

taxable realized capital gains. The Fund is not taxable as all the Fund’s net income for tax 

purposes and sufficient net capital gains realized in the period, will be distributed to 

shareholders such that no income tax is payable by the Fund with respect to taxable realized 

capital gains and dividends received from corporation’s resident in Canada. Therefore, the 

Fund does not recognize current or deferred income taxes with respect to these types of 

income. 

The conversion of shares between two classes of a mutual fund corporation (including Qwest 

Funds Corp.) is treated as a disposition of shares at their fair market value. 

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 statement of 

comprehensive income. 

(c) Foreign exchange: 

The financial statements of the Fund are denominated in Canadian dollars. Foreign 

denominated investments and other foreign denominated assets and liabilities are translated 

into Canadian dollars using the exchange rates prevailing on each valuation date. Purchases 

and sales of investments, as well as income and expense transactions denominated in 

foreign currencies, are translated using exchange rates prevailing on the date of the 

transaction. 

Foreign currency gains and losses related to cash are presented as ‘Foreign exchange gain 

(loss) on cash’ and those relating to other financial assets and liabilities are presented within 

“Net realized gain on sales of investments’ and ‘Change in unrealized (depreciation) 

appreciation of investments’ in the statement of comprehensive income. 
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3. Summary of significant accounting policies (continued): 

(d) Redeemable shares: 

The Fund classifies financial instruments issued as financial liabilities or equity instruments in 

accordance with the substance of the contractual terms of the instruments. The Fund has 

designated the redeemable shares as financial liabilities at FVTPL because they are 

managed and their performance evaluated on a fair value basis. The redeemable shares 

provide investors with the right to require redemption, subject to available liquidity, for cash at 

a share price based on the Fund’s valuation policies at each redemption date. Distributions to 

holders of redeemable shares are recognized in comprehensive income when they are 

authorized and no longer at the discretion of the Manager. 

(e) Income recognition: 

Interest income is recognized on an accrual basis using the effective interest method. 

Dividend income is recognized on the date that the right to receive payment is established, 

which for quoted equity securities is usually the ex-dividend date. Portfolio transactions are 

recorded on the trade date. Realized gains and losses arising from the sale of investments 

are determined on the average cost basis of the respective investments. 
 

4. Income taxes: 

The Corporation’s available tax losses, both capital and non-capital, are determined at the 

corporate and not the individual class level. As at December 31, 2018, the Corporation had 

unrecognized non-capital losses of approximately $3,452,333 available for utilization against 

taxable income in future years. The Corporation had unrecognized capital losses available at 

December 31, 2018 of approximately $7,963,317. The non-capital losses expire as follows: 
 

 
2038   $ 204,188 
2037  1,090,669 
2036  520,929 
2035  524,234 
2034  389,415 
2033  722,898 
 
    $ 3,452,333 

 

5. Brokerage commissions and soft dollars: 

The Manager may select brokers who charge a commission in excess of that charged by other 

brokers (“soft dollars”) if they determine in good faith that the commission is reasonable in relation 

to the order execution and research services utilized. Brokerage commissions paid by the Fund 

with respect to security transactions for the year ended December 31, 2018 are $40,083 (2017 - 

$30,967). There were no ascertainable soft dollar amounts received during the period (2017 - nil). 
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6. Redeemable shares: 

The Fund is authorized to issue an unlimited number of Series A, F, and I shares.  

Series A shares are available to all investors who have commission-based accounts with their 

dealers. Series F shares are available to investors who have fee-based accounts with their 

dealers. Series I shares are available to institutional or other high net worth investors. 

The share transactions for the Fund during the year ended December 31 are as follows: 
 
  Redeemable  Redemption of  Redeemable 

 shares, beginning Redeemable redeemable Reinvestment shares, end 
 of year shares issued shares of shares of year 

 
December 31, 2018 
 
Series A 198,791 7,804 (28,785) 214 178,024 
Series F 584,115 53,993 (78,915) 672 559,865 
Series I 245,657 939 (19,347) 273 227,522 
 

 
December 31, 2017 
 
Series A 196,401 11,014 (9,017) 393 198,791 
Series F 591,343 73,904 (82,285) 1,153 584,115 
Series I 245,172 - - 485 245,657 
 

 

7. Related party transactions: 

(a) Management fees: 

Under the investment management agreement, the Manager receives a management fee 

based on the net asset value attributable to holders of redeemable shares on each valuation 

day at the following annualized rates: 
 

 
Series A  2.50% 
Series F  1.50% 
Series I  0.75% 
 
 

The investment management fees incurred during the year amounted to $199,459 (2017 - 

$180,901). As at December 31, 2018, $34,951 of investment management fees were payable 

to the Manager (2017 - $15,980). 
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7. Related party transactions (continued): 

(b) Other related party transactions: 

On occasion, QECRC, another class of special shares of the Corporation, will pay for 

expenses on behalf of the Fund. During the year, The Fund reimbursed QECRC $13,542 for 

expenses incurred on its behalf (2017 - $876). 

During the year, ADM reimbursed the Fund $21,597 for certain operating expenses incurred 

(2017 - $5,947). This reimbursement is at the discretion of ADM and is calculated daily based 

on a set percentage of the net asset value. As at December 31, 2018, $9,854 was due as 

receivable from ADM (2017 - $5,947). 

Included within accounts payable and accrued liabilities is an amount of $156 in respect of 

sales tax receivable which is to be collected from the tax authorities through QIFM. In 

addition, an amount of $500 was deposited in a trust account held in QIFM’s name during the 

period to cover costs associated with shareholder transactions. 
 

8. Fair value of financial instruments: 

(a) Valuation models: 

The fair values of financial assets and financial liabilities that are traded in active markets are 

based on quoted market prices or dealer price quotations. For all other financial instruments, 

the Fund determines fair values using other valuation techniques. 

For financial instruments that trade infrequently and have little price transparency, fair value 

is less objective, and requires varying degrees of judgment depending on liquidity, 

concentration, uncertainty of market factors, pricing assumptions and other risks affecting the 

specific instrument. 

The Fund measures fair values using the following fair value hierarchy that reflects the 

significance of the inputs used in making the measurements. 

Level 1: inputs that are quoted market prices (unadjusted) in active markets for identical 

instruments. 

Level 2: inputs other than quoted prices included within Level 1 that are observable either 

directly (i.e., as prices) or indirectly (i.e., derived from prices). 

Level 3: inputs that are unobservable. 

Valuation techniques include net present value and discounted cash flow models, 

comparison with similar instruments for which observable market prices exist and other 

valuation models. Assumptions and inputs used in valuation techniques include risk-free and 

benchmark interest rates, credit spreads and other premia used in estimating discount rates, 

bond and equity prices, foreign currency exchange rates, equity and equity index prices and 

expected price volatilities and correlations.  
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8. Fair value of financial instruments (continued): 

(a) Valuation models (continued): 

The objective of valuation techniques is to arrive at a fair value measurement that reflects the 

price that would be received to sell the asset or paid to transfer the liability in an orderly 

transaction between market participants at the measurement date.  

The Fund uses widely recognized valuation models for determining the fair value of common 

and more simple financial instruments that use only observable market data and require little 

management judgment and estimation. Observable prices and model inputs are usually 

available in the market for listed debt and equity securities, exchange-traded derivatives and 

simple OTC derivatives such as interest rate swaps. The availability of observable market 

prices and model inputs reduces the need for management judgment and estimation and 

reduces the uncertainty associated with the determination of fair values. The availability of 

observable market prices and inputs varies depending on the products and markets and is 

prone to changes based on specific events and general conditions in the financial markets. 

The Fund does not hold complex financial instruments that would require proprietary or 

otherwise recognizable valuation models to determine fair value.  

(b) Valuation framework: 

The Manager has engaged SGGG to value the net assets of the Fund on a daily basis. 

SGGG obtains pricing for Level 1 financial instruments from a third party pricing vendor. The 

Manager is responsible for performing the fair value measurements of financial instruments in 

Levels 2 and 3.  

The Fund has an established control framework with respect to the measurement of fair 

values. This framework includes an investment committee, which is independent of front 

office management and reports to the Board of Directors, who have overall responsibility for 

fair value measurements.  

Specific controls include: 

 verification of observable pricing inputs; and 

 analysis and investigation of significant daily valuation movements. 

(c) Fair value hierarchy - financial instruments measured at fair value: 

The table below analyses financial instruments measured at fair value at the reporting date 

by the level in the fair value hierarchy into which the fair value measurement is categorized. 

The amounts are based on the values recognized in the statement of financial position. 
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8. Fair value of financial instruments (continued): 

(c) Fair value hierarchy - financial instruments measured at fair value (continued): 

All fair value measurements below are recurring. 
 
2018  Level 1 Level 2 Level 3 Total 

 
Investments - equities $ 6,899,901 $ - $ - $ 6,899,901 

 
 
2017  Level 1 Level 2 Level 3 Total 

 
Investments - equities $ 11,555,722 $ - $ - $ 11,555,722 

 

The carrying amount of the Fund’s net assets attributable to redeemable shares also 

approximates fair value as they are measured at the redemption amount and are classified as 

Level 2 in the fair value hierarchy. 

The Fund’s equity positions are classified as Level 1 because the securities are actively 

traded and a reliable price is observable. 

There were no financial instruments transferred into or out of Level 1 or 2 during the periods 

ended December 31, 2018 and 2017. 

(d) Financial instruments not measured at fair value: 

The carrying value of cash and cash equivalents, dividends receivable, due from related 

parties, management fees payable, and accounts payable and accrued liabilities 

approximates their fair value given their short-term nature. These financial instruments are 

classified as Level 2 in the fair value hierarchy because while prices are available, there is no 

active market for these instruments. 
 

9. Financial risk management: 

(a) Risk management framework: 

The Fund maintains positions in a variety of non-derivative financial instruments in 

accordance with its investment strategy. The Fund’s investment objective is to provide long-

term capital appreciation by investing primarily in equity (and equity equivalent) securities of 

individual companies, as well as exchange trade funds (“ETFs”), listed on securities 

exchanges in North America. The Fund may hold a portion of its assets in cash or short-term 

money market securities (including short-term fixed income ETFs) while seeking investment 

opportunities or for defensive purposes to reflect adverse market, economic, political or other 

conditions. The Fund may use derivatives for both hedging and income generation purposes. 
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9. Financial risk management (continued): 

(a) Risk management framework (continued): 

The Manager has been given discretionary authority to manage the assets in line with the 

Fund’s investment objectives. Compliance with the target asset allocations and the 

composition of the portfolio are monitored by the Manager on a daily basis. In instances 

where the portfolio has diverged from target asset allocations, the Fund’s investment 

manager is obliged to take actions to rebalance the portfolio in line with the established 

targets, within prescribed time limits. 

(b) Market risk: 

Market risk is the risk that changes in market prices, such as interest rates, foreign exchange 

rates and equity prices will affect the Fund’s income or the fair value of its holdings of 

financial instruments.  

The Fund’s strategy for the management of market risk is driven by the Fund’s investment 

objective. The fundamental investment objective of the Fund is to provide long-term capital 

appreciation by investing primarily in equity (and equity equivalent) securities of individual 

companies, as well as exchange trade funds (“ETFs”), listed on securities exchanges in North 

America. The Fund will seek to achieve its investment objective by implementing an 

investment strategy under which the Fund will concentrate its investments in the sectors or 

industry groups that the Manager believes to represent attractive quantitative, fundamental 

and technical characteristics relative to the broad North American equities markets. 

The Fund’s market risk is managed on a daily basis by the Manager in accordance with the 

policies and procedures in place. As part of its tactical investment strategy, the Fund may, in 

certain economic and market environments, undergo relatively quick shifts in industry and 

section allocations, as well as overall asset allocation. In addition, the Fund may, on 

occasion, partially or completely exit individual equities, and the stock market in general, in 

favor of cash and /or short-term money market securities. 

(i) Interest rate risk: 

Interest rate risk is the risk that the fair value of future cash flows of financial instruments 

will fluctuate as a result of changes in market interest rates. The substantial majority of 

the Fund’s financial assets and liabilities are non-interest bearing. As a result, the Fund is 

not subject to significant amounts of risk due to fluctuations in the prevailing levels of 

market interest rates.  

Any excess cash and cash equivalents are invested at short-term market interest rates. 
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9. Financial risk management (continued): 

(b) Market risk (continued): 

(ii) Currency risk: 

Currency risk is the risk that the value of investments denominated in currencies other 

than the functional currency of the Fund will fluctuate due to changes in foreign exchange 

rates. The Fund may invest up to 100% of its assets in foreign securities. To manage its 

currency risk the Fund may use over-the-counter forward or swap contracts and /or listed 

futures contracts to hedge some or all of the foreign currency exposures inherent in the 

Fund’s foreign holdings. 

The Fund’s currency risk is managed on a daily basis by the Manager in accordance with 

the policies and procedures in place. The Fund’s trade and investment holding reports 

are distributed to the Manager for review on a daily basis, however there are no 

restrictions with respect to minimum or maximum currency exposures. 

The impact on the assets of a 5% increase or decrease in the foreign exchange rate 

which the Fund had exposure to, assuming all other variables remain constant, is 

detailed in the table below: 
 
      Impact if CAD strengthened or 

      weakened by 5% in 

   Exposure   relation to other currencies  

Currency Monetary Non-monetary Total Monetary Non-monetary Total 

 
December 31, 2018 
 
U.S. Dollar (CAD) $ 3,044,560 $ 6,695,751 $ 9,740,311 $ 152,228 $ 334,788 $ 487,016 
 
% of net assets 

attributable to 
holders of 
redeemable  
shares 24.3 53.5 77.8 1.2 2.7 3.9 

 
 

      Impact if CAD strengthened or 

      weakened by 5% in 

   Exposure   relation to other currencies  

Currency Monetary Non-monetary Total Monetary Non-monetary Total 

 
December 31, 2017 
 
U.S. Dollar (CAD) $ 43,772 $ 10,985,205 $ 11,028,977 $ 2,189 $ 549,260 $ 551,449 
 
% of net assets 

attributable to 
holders of 
redeemable  
shares 0.4 94.3 94.7 0.0 4.7 4.7 
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9. Financial risk management (continued): 

(b) Market risk (continued): 

(iii) Other price risk: 

Other price risk is the risk that the fair value of the financial instrument will fluctuate as a 

result of changes in the market prices (other than those arising from interest rate risk or 

currency risk), whether caused by factors specific to an individual investment or its issuer 

or factors affecting all instruments in the traded market.  

Price risk is managed by the Manager by diversifying the portfolio and economically 

hedging using derivative financial instruments such as over-the-counter forward or swap 

contracts and/or listed futures contracts to hedge some or all of the foreign currency 

exposures inherent in the Fund’s foreign (mainly U.S.) holdings. Generally, the Fund will 

not purchase a security of an issuer if the purchase would result in more than 10% of the 

net asset value of the Fund being invested in the securities of any one issuer. 

The Fund’s policy for the concentration of its investment portfolio profile is as follows: 
 
 
Listed equity investments of net assets  Up to 100% 
Unlisted equity investments of net assets  Up to 10% 
Unlisted open-ended investment funds of net assets  Up to 10% 
 

 

The internal procedures require the Manager to manage price risk on a daily basis. The 

Fund’s trade and investment holding reports are distributed to the Manager for review on 

a daily basis, however there are no restrictions with respect to minimum or maximum 

sector or industry exposures. Accounting for changes in market value, no single position 

can be greater than 15% of the net asset value of the Fund. 

If the price risk is not in accordance with the investment policy or guidelines of the Fund, 

then the Manager is obliged to rebalance the portfolio as soon as reasonably possible. 

The maximum exposure resulting from financial instruments held by the Fund is 

determined by the fair value of the financial instruments. 

The value of the Fund’s investments are affected by both general market factors as well 

as specific company factors. If the value of the Fund’s investments were to increase by 

10%, the resulting impact on net assets would be $689,990 (2017- $1,155,572). 

The Manager monitors the concentration of risk for equity based on counterparties and 

industries. The industry breakdown of investments is disclosed in the Fund’s Schedule of 

Investment Portfolio. 

There were no significant concentrations of risk to issuers at December 31, 2018 or 2017. 

No exposure to any individual issuer exceeded 15% of the net assets attributable to the 

holders of redeemable shares either at December 31, 2018 or 2017. 
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9. Financial risk management (continued): 

(c) Credit risk: 

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an 

obligation or commitment that it has entered into with the Fund, resulting in a financial loss to 

the Fund. It arises principally from cash and cash equivalents and other receivables due to 

the Fund. The carrying value of these financial instruments as recorded in the statements of 

financial position reflects the Fund’s maximum exposure to credit risk. 

The Fund’s policy over credit risk is to minimize its exposure to counterparties with perceived 

higher risk of default by dealing only with reputable counterparties.  

The Fund’s activities may give rise to settlement risk. Settlement risk is the risk of loss due to 

the failure of an entity to honor its obligations to deliver cash, securities, or other assets as 

contractually agreed.  

For the majority of transactions, the Fund mitigates this risk by conducting settlements 

through a broker to ensure that a trade is settled only when both parties have fulfilled their 

contractual settlement obligations.  

(d) Liquidity risk: 

Liquidity risk is the risk that the Fund will encounter difficulty in meeting the obligations 

associated with its financial liabilities that are settled by delivering cash or another financial 

asset.  

The Fund’s policy and the Manager’s approach to managing liquidity is to ensure, as far as 

possible, that it will always have sufficient liquidity to meet its liabilities when due without 

incurring unacceptable losses or risking damage to the Fund’s reputation.  

The Fund’s prospectus provides for the daily creation and cancellation of shares and it is 

therefore exposed to the liquidity risk of meeting shareholder redemptions at any time. 

The Fund’s investments in listed securities are considered to be readily realizable because 

they are traded on major Canadian and American stock exchanges. As a result, the Fund is 

able to liquidate investments in these instruments in due time to meet its liquidity obligations. 
 

10. Capital management: 

The redeemable shares issued by the Fund represent the capital of the Fund. The Fund’s 

objectives in managing the redeemable shares are to ensure a stable base to maximize returns to 

all investors, and to manage liquidity risk arising from redemptions. The Fund is not subject to any 

internally or externally imposed restrictions on its capital other than certain minimum 

subscriptions. The minimum initial investment for Series A, Series F and Series I is $1,000, per 

Series. 
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11. Increase in net assets attributable to redeemables shares per share: 

Increase in net assets attributable to holders of redeemable shares from operations per share is 

determined by dividing the increase in net assets attributable to holders of redeemable shares 

from operations of each series by the weighted average number of shares outstanding of that 

series during the reporting year. 

Increase in net assets attributable to redeemable shares per share for the years ended 

December 31, 2018 and 2017 are calculated as follows: 
 

  Increase Weighted (Decrease) increase 
 in net assets average of in net assets 
 attributable redeemable attributable 
 to holders shares to holders 
 of redeemable outstanding of redeemable 
 shares per series during the year shares per share 

 
December 31, 2018 
 
Series A $ 297,180  199,347 $ 1.49 
Series F 910,744 555,743 1.64 
Series I 440,641 236,449 1.86 
 

 
December 31, 2017 
 
Series A $ 125,819  202,134 $ 0.62 
Series F 436,677 593,836 0.74 
Series I 202,505 245,177 0.83 
 

 

12. Change in accounting policy: 

The Fund has adopted IFRS 9 Financial Instruments (“IFRS 9”) with a date of initial application of 

January 1, 2018. The adoption of IFRS 9 have been applied retrospectively. The requirements of 

IFRS 9 represent a significant change from IAS 39 Financial Instruments: Recognition and 

Measurement (“IAS 39”). IFRS 9 specifies the accounting for financial instruments, including: 

classification and measurement, impairment and hedge accounting. The nature and effects of the 

key changes to the Fund’s accounting policy are summarized below. 

(a) Classification and measurement of financial assets and liabilities: 

IFRS 9 contains three principal classification categories for financial assets: measured at 

amortized cost, FVOCI and FVTPL. The classification of financial assets under IFRS 9 is 

generally based on the business model in which a financial asset is managed and its 

contractual cash flow characteristics. The Fund may also, at initial recognition, irrevocably 

designate a financial asset as measured at FVTPL when doing so results in more relevant 

information. IFRS 9 eliminates the previous IAS 39 categories of held to maturity, loans and 

receivables and available-for-sale. 
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12. Change in accounting policy (continued): 

(a) Classification and measurement of financial assets and liabilities (continued): 

A financial liability is generally measured at amortized cost, with exceptions that may allow for 

classification as FVTPL. These exceptions include financial liabilities that are mandatorily 

measured at fair value through profit or loss, such as derivatives liabilities. The Fund may 

also, at initial recognition, irrevocably designate a financial liability as measured at FVTPL 

when doing so results in more relevant information. 

The adoption of IFRS 9 did not result in any measurement differences in the Fund’s financial 

assets and liabilities as at the transition date. The following table shows the original 

classification and measurement categories under IAS 39 and the new classification and 

measurement categories under IFRS 9 for each class of the Fund’s financial assets and 

financial liabilities as at January 1, 2018. 
 

Financial 
instruments 

Classification category Measurement category Carrying amount at January 1, 2018 

Original 
(IAS 39) 

New 
(IFRS9) 

Original 
(IAS 39) 

New 
(IFRS 9) 

Original 
(IAS 39) 

$ 

New 
(IFRS 9) 

$ 
Difference 

$ 

Assets 

Cash Amortized 
cost 

Amortized 
cost 

Amortized 
cost 

Amortized 
cost 

128,594 128,594 - 

Dividends 
receivable 

Loans and 
receivables 

Amortized 
cost 

Amortized 
cost 

Amortized 
cost 

20,205 20,205 - 

Accounts 
receivable 

Loans and 
receivables 

Amortized 
cost 

Amortized 
cost 

Amortized 
cost 

15,709 15,709 - 

Due from 
related 
parties 

Loans and 
receivables 

Amortized 
cost 

Amortized 
cost 

Amortized 
cost 

5,947 5,947 - 

Investments 
- at fair value 

FVTPL - 
designated 
at inception 

FVTPL FVTPL FVTPL 11,555,722 11,555,722 - 

Liabilities 

Accounts 
payable and 
accrued 
liabilities 

Financial 
liabilities 

Financial 
liabilities 

Amortized 
cost 

Amortized 
cost 

72,481 72,481 - 

Management 
fees payable 

Financial 
liabilities 

Financial 
liabilities 

Amortized 
cost 

Amortized 
cost 

15,980 15,980 - 

(b) Impairment of financial assets: 

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss’ model. As 

the Fund measures its financial assets at FVTPL or holds only short-term financial assets at 

amortized cost, the impairment requirements under the new standard do not impact these 

financial statements. 
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12. Change in accounting policy (continued): 

(c) Hedge accounting: 

As permitted by IFRS 9, an election is available to continue to apply the hedge accounting 

requirements of IAS 39. However, the Fund has not applied hedge accounting under either 

standard. Therefore, the hedge accounting requirements under the new standard do not 

impact these financial statements. 
 

13. Commitments: 

If another class of the Corporation cannot satisfy its obligations, the other classes, including the 

Fund, may be required to satisfy those obligations using assets attributable to those classes. 
 


