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INDEPENDENT AUDITORS’ REPORT
To the Unitholders of Qwest Productivity Media Income Trust

Opinion
We have audited the financial statements of Qwest Productivity Media Income Trust (the
“Trust”), which comprise:

•

the statement of financial position as at December 31, 2019

•

the statement of comprehensive income for the year then ended

•

the statement of changes in net assets attributable to holders of redeemable units 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 Trust as at December 31, 2019, 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 Trust 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.

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG network of independent
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.
KPMG Canada provides services to KPMG LLP.
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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 Trust’s
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 Trust or to cease operations, or has no realistic alternative but to do
so.
Those charged with governance are responsible for overseeing the Trust’s financial
reporting process.

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 Trust’s internal control.

•

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Manager.
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•

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 Trust’s
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 Trust 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.

•

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 30, 2020

Qwest Productivity Media Income Trust
Statement of Financial Position
December 31, 2019, with comparative information for 2018
2019

2018

Assets
Current assets:
Cash
Accounts receivable (note 4)
Subscriptions receivable
Dividends receivable
Prepaid expenses (note 4)
Investments

$

163,930
1,151,848
952,108
1,528
75,216,527
77,485,941

$

441,114
10,000
991,583
505,164
20,550
39,907,991
41,876,402

Liabilities
Current liabilities:
Redemption payable
Distribution payable
Management fees payable (note 4)
Accounts payable and accrued liabilities

886,298
620,438
84,415
31,537

25,401
435,404
25,910
28,790

1,622,688

515,505

Net assets attributable to holders of redeemable units

$ 75,863,253

$

41,360,897

Net assets attributable to holders of redeemable units:
Series A
Series F

$

8,857,257
67,005,996

$

8,532,722
32,828,175

$ 75,863,253

$

41,360,897

Number of redeemable units outstanding: (note 4)
Series A
Series F

788,586
5,726,823

Net assets attributable to holders of
redeemable units per unit:
Series A
Series F

$

11.23
11.70

779,129
2,877,400

$

See accompanying notes to financial statements.
Approved on behalf of the Board of Directors of
Qwest Investment Fund Management:

Director

Director

Maurice Levesque

Don Short
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10.95
11.41

Qwest Productivity Media Income Trust
Statements of Comprehensive Income
Year ended December 31, 2019, with comparative information for 2018
2019
Revenue:
Dividend income
Interest income
Other income
Early redemption fees
Realized (loss) gain on sale of investments
including foreign exchange adjustments
Change in unrealized appreciation in value of investments

$

Expenses:
Management fee (note 4)
Administrative fees
Unitholder recordkeeping and fund accounting fees
Operating fees
HST expense
Filing fees
Agency fees
Audit fees
FundSERV
Securityholder reports
Bank charges
Legal fees

3,151,318
5,380
3,581
22,276

2018

$

505,164
1,340
63,762

(6,682)
1,783,274

119,083
2,135,097

4,959,147

2,824,446

410,943
108,748
89,916
27,649
22,935
17,049
10,500
6,741
5,252
1,502
856
-

267,287
156,656
67,106
10,440
10,500
25,852
2,926
8,558
1,198
10,061

702,091

560,584

Increase in net assets attributable to holders of redeemable units

$

4,257,056

Increase in net assets attributable to holders of redeemable units:
Series A
Series F

$

579,288
3,677,768

$

451,682
1,812,180

$

4,257,056

$

2,263,862

$

579,288
3,677,768

$

0.59
0.81

Increase in net assets attributable to holders of
redeemable units per unit:
Series A
Series F

See accompanying notes to financial statements.
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$

2,263,862

Qwest Productivity Media Income Trust
Statements of Changes in Net Assets Attributable to Holders of Redeemable Units
Year ended December 31, 2019, with comparative information for 2018
Net assets
attributable
to holders of
redeemable
units,
beginning of
year

2019
Series A
Series F

$

Series A
Series F

Reinvestment
of
distributions

Increase in
net assets
attributable to
holders of
redeemable
units

Net assets
attributable
to holders of
redeemable
units, end of
year

$

(1,334,099)
(3,300,238)

$

(634,192)
(3,683,842)

$

320,518
1,806,323

$

579,288
3,677,768

$

8,857,257
67,005,996

$ 41,360,897

$ 37,070,830

$

(4,634,337)

$ (4,318,035)

$

2,126,842

$ 4,257,056

$

75,863,253

Net assets
attributable
to holders of
redeemable
units,
beginning of
year

Proceeds
from
redeemable
units
issued

Reinvestment
of
distributions

Increase in
net assets
attributable to
holders of
redeemable
units

$

8,066,662
21,683,490

$ 29,750,152

$

Redemption of
redeemable
units

Distributions
to investors
from net
investment
income

1,393,020
35,677,810

2018

8,532,722
32,828,175

Proceeds
from
redeemable
units
issued

$

Redemption of
redeemable
units

Distributions
to investors
from net
investment
income

Net assets
attributable
to holders of
redeemable
units, end of
year

433,699
13,145,653

$

(335,064)
(3,462,001)

$

(327,009)
(1,354,234)

$

242,752
1,003,087

$

451,682
1,812,180

$

8,532,722
32,828,175

$ 13,579,352

$

(3,797,065)

$ (1,681,243)

$

1,245,839

$ 2,263,862

$

41,360,897

See accompanying notes to financial statements.
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Qwest Productivity Media Income Trust
Statements of Cash Flows
Year ended December 31, 2019, with comparative information for 2018
2019

2018

Cash provided by (used in):
Operating activities:
Increase in net assets attributable to
holders of redeemable units
Items not involving cash:
Change in unrealized appreciation of investments
Change in realized loss (gain) on sale of investments,
including foreign exchange adjustments
Dividend income
Interest income
Changes in other non-cash operating working capital:
Accounts receivable
Due from manager
Prepaid expenses
Accounts payable and accrued liabilities
Management fee payable
Interest received
Dividends received
Proceeds from sale of investments
Purchase of investments

$

4,257,056

$

2,263,862

(1,783,274)

(2,135,097)

6,682
(3,151,318)
(5,380)

(119,083)
(505,164)
(1,340)

10,000
19,022
2,747
58,505
5,380
2,704,374
10,900,766
(44,432,710)

459
119,450
19,330
4,947
1,340
2,076,875
(10,505,175)

Net cash used in operating activities

(31,408,150)

(8,779,596)

Financing activities:
Proceeds from redeemable units issued
Redemption of redeemable units
Distribution paid in cash

36,845,817
(3,708,692)
(2,006,159)

12,851,909
(3,637,740)
-

31,130,966

9,214,169

Net cash provided by financing activities
(Decrease) increase in cash

(277,184)

Cash, beginning of year

434,573

441,114

Cash, end of year

$

See accompanying notes to financial statements.
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163,930

6,541
$

441,114

Qwest Productivity Media Income Trust
Schedule of Investment Portfolio
(Expressed in Canadian Dollars)
Year ended December 31, 2019
Number
of units

Average
cost $

Fair
value $

Net
assets %

701,199
2,555,300
3,450
100,000
23,500
80,000
120,000
85,000
113,758
15,500
1,420,000
11,500
35,000
2,500
562,500
15,000
420,000
87,500
2,900
210,217
19,300
78,500

7,332,530
28,478,667
34,500
1,000,000
235,000
800,000
1,200,000
850,000
1,137,577
155,000
14,200,000
115,000
350,000
25,000
5,625,000
150,000
4,200,000
875,000
29,000
2,102,171
193,000
785,000

8,437,325
32,336,010
35,688
1,035,422
241,482
822,454
1,225,241
872,657
1,159,051
156,723
14,357,854
117,066
356,289
25,253
5,681,929
150,487
4,213,641
883,005
29,064
2,106,803
192,030
781,053

11.12
42.63
0.05
1.36
0.32
1.08
1.62
1.15
1.53
0.21
18.93
0.15
0.47
0.03
7.49
0.20
5.55
1.16
0.04
2.78
0.25
1.03

69,872,445

75,216,527

99.15

Cash

163,930

0.22

Other assets, net of liabilities

482,796

0.63

75,863,253

100.00

Description
Productivity Media Income Fund 1, LP:
Master Series
Master Series
January 2019 Series
January 2019 Series
February 2019 Series
February 2019 Series
March 2019 Series
April 2019 Series
May 2019 Series
June 2019 Series
June 2019 Series
July 2019 Series
July 2019 Series
August 2019 Series
August 2019 Series
September 2019 Series
September 2019 Series
October 2019 Series
November 2019 Series
November 2019 Series
December 2019 Series
December 2019 Series

Class C
Class F
Class C
Class F
Class C
Class F
Class F
Class F
Class F
Class C
Class F
Class C
Class F
Class C
Class F
Class C
Class F
Class F
Class C
Class F
Class C
Class F

Total portfolio of investments

Net assets attributable to holders of redeemable units
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Qwest Productivity Media Income Trust
Notes to the Financial Statements
Year ended December 31, 2019

1. General information:
Qwest Productivity Media Income Trust (the “Trust”) is an open-ended unit trust formed on
March 17, 2016 under the laws of the Province of Alberta by a trust agreement dated March 17,
2016. The address of the Trust’s registered office is Four Bentall Centre, Suite 732,
1055 Dunsmuir Street, Vancouver, British Columbia, V6C 2T8. The Trust consists of two classes
of trust units, Class A and Class F.
The principal purpose of the Trust is to provide unitholders with a high level of income, superior
risk adjusted returns and potential for long-term income generation on select investments with
moderate volatility and low correlations to traditional asset classes. The Trust achieves its returns
to by investing all or substantially all of its assets in the Productivity Media Income Fund I LP (the
“PMI Partnership”).
The trustee of the Trust is Computershare Trust Company of Canada (the “Trustee”). The Trustee
delegated the exclusive power and sole responsibility to manage the business and affairs of the
Trust to Qwest Investment Fund Management Ltd. (the “Manager”). The Manager is responsible
for providing or arranging for the provision of administrative services required by the Trust and
also serves as a portfolio advisor to the Trust. The Manager also provides key management
personnel to the Trust.
These financial statements were authorized for issuance by the Manager of the Trust on March
30, 2020.
2. Basis of presentation:
(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 were prepared on a historical cost basis, except for investments,
which are measured at fair value.
(c) Functional and presentation currency:
These financial statements are presented in Canadian dollars, which is the Trust’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.
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Qwest Productivity Media Income Trust
Notes to the Financial Statements
Year ended December 31, 2019

2. Basis of presentation:
(d) Use of estimates and judgment (continued):
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.
Information about assumptions and estimation uncertainties that have a significant risk of
resulting in a material adjustment within the next fiscal year is included in note 6 and relate to
the determination of fair value of investments with significant unobservable inputs.
3. 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 Trust becomes a party to the contractual provisions of the
instrument. The Trust 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 Trust 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.
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Qwest Productivity Media Income Trust
Notes to the Financial Statements
Year ended December 31, 2019

3. Significant accounting policies (continued):
(a) Financial instruments (continued):
(i) Recognition and measurement (continued):
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



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 Trust 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
Trust 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 Trust 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 Trust 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 Trust’s investments are
classified as FVTPL.
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Qwest Productivity Media Income Trust
Notes to the Financial Statements
Year ended December 31, 2019

3. 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 Trust 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 Trust’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 Trust
classifies cash, accounts receivable, subscriptions receivable, dividends receivable,
redemptions payable, distribution payable, 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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Qwest Productivity Media Income Trust
Notes to the Financial Statements
Year ended December 31, 2019

3. Significant accounting policies (continued):
(b) Redeemable units:
The Trust classifies financial instruments issued as financial liabilities or equity instruments in
accordance with the substance of the contractual terms of the instruments. The Trust has
designated the redeemable units as financial liabilities at FVTPL because they are managed
and their performance evaluated on a fair value basis. The redeemable units provide
investors with the right to require redemption, subject to available liquidity, for cash at a unit
price based on the Trust’s valuation policies at each redemption date.
(c) Income recognition:
Interest income is recognized on an accrual basis. Portfolio transactions are recorded on the
trade date. 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. Realized gains
and losses arising from the sale of investments are determined on the cost basis of the
respective investments.
(d) Income taxes:
The Trust qualifies as a unit trust under the Income Tax Act (Canada). All of the Trust’s net
income for tax purposes and net capital gains realized in any period are required to be
distributed to unitholders such that no income tax is payable by the Trust. As a result, the
Trust does not record income taxes.
4. Related party transactions:
(a) Management fees:
Under the trust agreement, the Manager receives a management fee based on the net asset
value attributable to holders of redeemable units on each valuation day at the following
annualized rates:

Class A
Class F

1.50%
0.50%

The investment management fees incurred during the year amounted to $410,943 (2018 $267,287). As at December 31, 2019, $84,415 of investment management fees were
payable to the Manager (2018 - $25,910).
In addition, the Manager is entitled to an incentive allocation payable annually by the general
partner of PMI Partnership (the “General Partner”) and is equal to 5% of the gross incentive
allocation payable to the General Partner by PMI Partnership. No incentive allocation was
receivable by the Manager as at December 31, 2019 (2018 - nil).
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Qwest Productivity Media Income Trust
Notes to the Financial Statements
Year ended December 31, 2019

4. Related party transactions (continued):
(b) Other related party transactions:
Included in accounts receivable as at December 31, 2019 is an amount due from Heritage
Bancorp Ltd. (“Heritage”) of nil (2018 - $10,000). During the year ending December 31, 2019,
an administrative fee of $88,200 (2018 - $113,400) was paid to Heritage, of which nil is
recorded as a prepaid expense as at December 31, 2019 (2018 - $20,550). Heritage provides
general administrative services to the Trust and is related to the Trust by virtue of having
directors in common with the Manager of the Trust.
5. Redeemable units:
The Trust is authorized to issue an unlimited number of Class A and Class F units. Units issued
and outstanding represents the capital of the trust. The trust is not subject to any internally or
externally imposed restrictions on their capital. QIFM manages the capital of the Trust in
accordance with the Trust’s investment objectives, including managing the redeemable units to
ensure a stable base to maximize returns to all investors, and managing liquidity in order to meet
redemptions.
Class A units are available to all investors who have commission-based accounts with their
dealers. Class F units are available to investors who have fee-based accounts with their dealers.
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Qwest Productivity Media Income Trust
Notes to the Financial Statements
Year ended December 31, 2019

5. Redeemable units (continued):
The unit transactions for the Trust during the year ended December 31 are as follows:
Redeemable
Units, beginning of
Year

Redeemable
units issued

Redemption of
redeemable
units

December 31, 2019:
Class A
Class F

779,129
2,877,400

125,158
3,065,922

(120,008)
(283,805)

28,572
154,831

(24,265)
(87,525)

788,586
5,726,823

December 31, 2018:
Class A
Class F

767,589
2,015,938

42,232
1,170,241

(31,023)
(312,650)

22,169
87,913

(21,838)
(84,042)

779,129
2,877,400
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Reinvestments
of units

Consolidation
of units

Redeemable
units, end of
year

Qwest Productivity Media Income Trust
Notes to the Financial Statements
Year ended December 31, 2019

6. 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 Trust 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 Trust 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.
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 Trust 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.
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Qwest Productivity Media Income Trust
Notes to the Financial Statements
Year ended December 31, 2019

6. Fair value of financial instruments (continued):
(a) Valuation models (continued):
For more complex instruments, the Trust uses proprietary valuation models, which are
usually developed from recognized valuation models. Some or all of the significant inputs into
these models may not be observable in the market and are derived from market prices or
rates or are estimated based on assumptions. Valuation models that employ significant
unobservable inputs require a higher degree of management judgment and estimation in the
determination of fair value. Management judgment and estimation are usually required for the
selection of the appropriate valuation model to be used, determination of expected future
cash flows on the financial instrument being valued, determination of the probability of
counterparty default and prepayments and selection of appropriate discount rates.
Fair value estimates obtained from models are adjusted for any other factors, such as
liquidity risk or model uncertainties; to the extent that the Trust believes that a third-party
market participant would take them into account in pricing a transaction. Fair values reflect
the credit risk of the instrument and include adjustments to take account of the credit risk of
the Trust and the counterparty where appropriate.
Model inputs and values are calibrated against historical data and published forecasts and,
when possible, against current or recent observed transactions and broker quotes. This
calibration process is inherently subjective and it yields ranges of possible inputs and
estimates of fair value, and management judgment is required to select the most appropriate
point in the range.
(b) Valuation framework:
The Manager has engaged SGGG to value the net assets of the Trust on a monthly 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 Trust 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 Manager’s Board of Directors.
Specific controls include:


verification of observable pricing inputs;



calibration of models against observed market transactions;



analysis and investigation of significant monthly valuation movements; and



review of unobservable inputs and valuation adjustments.

When third party information is used to measure fair value, Management assesses and
documents the evidence obtained from the third parties to support the conclusion that such
valuations meet the requirements of IFRS. This includes understanding how the fair value
has been arrived at and the extent to which it represents actual market transactions.
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6. Fair value of financial instruments (continued):
(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. All
fair value measurements below are recurring.
2019
Assets:
Investments

Level 1

$

2018
Assets:
Investments

-

Level 2

$

Level 1

$

-

-

Level 3

$

Level 2

$

-

75,216,527

Total

$

Level 3

$

39,907,991

75,216,527

Total

$

39,907,991

The carrying amount of the Trust’s net assets attributable to redeemable units also
approximates fair value as they are measured at the redemption amount and are classified as
Level 2 in the fair value hierarchy.
There were no financial instruments transferred into or out of Level 1, 2 or 3 during the
periods ended December 31, 2019 and 2018.

Beginning balance, January 1, 2019
Purchases
Sales
Realized gains included in net income
Change in unrealized appreciation included in net income

$

39,907,991
44,432,710
(10,900,766)
(6,682)
1,783,274

Ending balance, December 31, 2019

$

75,216,527

Beginning balance, January 1, 2018
Purchases
Sales
Realized gains included in net income
Change in unrealized appreciation included in net income

$

29,225,511
10,505,175
(2,076,875)
119,083
2,135,097

Ending balance, December 31, 2018

$

39,907,991
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6. Fair value of financial instruments (continued):
(d) Significant unobservable inputs used in measuring fair value:
The table below sets out information about significant unobservable inputs used at year-end
in measuring financial instruments categorized as Level 3 in the fair value hierarchy.
2019
Description

Fair value

Unlisted
limited
partnership

$75,216,527

Valuation
technique

Unobservable
input

Amount /
Range

Unadjusted
net asset
value

Net asset
value

$75,216,527

Valuation
technique

Unobservable
input

Amount /
Range

Unadjusted
net asset
value

Net asset
value

$ 39,907,991

Sensitivity to change
in significant
unobservable input
The estimated fair
value would increase if
the net asset value
were higher

2018
Description

Fair value

Unlisted
limited
partnership

$ 39,907,991

Sensitivity to change
in significant
unobservable input
The estimated fair
value would increase if
the net asset value
were higher

Significant unobservable inputs are developed as follows:
(i) Net asset value:
Represents the net asset value of the unlisted private equity fund. The manager values
these funds based on the latest available information provided by the underlying fund
managers.
The underlying assets of PMI Partnership consist of financial instruments which are not
quoted in active markets and consist of loans and investments in private entities which
are reported at estimated fair value. To estimate fair value, PMI Partnership make use of
observable data, to the extent practicable. PMI Partnership categorizes the fair value of
its assets and liabilities into three categories, which are differentiated based on the
observable nature of the inputs and extent of estimation required. Unlisted investments or
investments that have no active market are valued at fair value using industry recognized
valuation methods which may include expected future cash flows discounted at
appropriate discount rates and comparable peer group valuations adjusted for company
specific circumstances.
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6. Fair value of financial instruments (continued):
(d) Significant unobservable inputs used in measuring fair value (continued):
(i) Net asset value (continued):
The value of loans held by PMI Partnership will be the outstanding principal on the
reporting date subject to fair market value or impairment adjustments in keeping with PMI
Partnership’s operating policies which include the use of comparable recent arm’s length
transactions, reference to other instruments that are substantially the same, discounted
cash flow analysis, option pricing models and other valuation techniques commonly used
by market participants making the maximum use of market inputs.
In accordance with the limited partnership agreement with PMI Partnership
(the “Partnership Agreement”), the Trust is only permitted to redeem a maximum of 25%
of the net asset value of its units per quarter.
(e) Effects of unobservable input on fair value measurement:
Although the Trust believes that its estimates of fair value are appropriate, the use of different
methodologies or assumptions could lead to different measurements of fair value. For fair
value measurements in Level 3, changing one or more of the assumptions used to
reasonably possible alternative assumptions would have the following effects on net assets
attributable to holders of non-redeemable units.
2019
Favorable
Unfavorable

$

7,521,653
(7,521,653)

2018
$

3,990,799
(3,990,799)

The favorable and unfavorable effects of using reasonably possible alternative assumptions
for the valuation of unlisted private investments have been calculated by recalibrating the
model values using unobservable inputs based on ranges of possible estimates. The
recalibrated model considers the impact of a change in the net asset value of 10%.
(f) Financial instruments not measured at fair value:
The carrying value of cash and cash equivalents, accounts receivable, dividend receivable,
redemptions payable, distribution payable, 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.

17

Qwest Productivity Media Income Trust
Notes to the Financial Statements
Year ended December 31, 2019

7. Financial risk management:
(a) Risk management framework:
The Trust invests all or substantially all of its assets in PMI Partnership, an unlisted limited
partnership. The investment strategy of PMI Partnership is applicable to the Trust to the
extent that the Trust’s assets are invested in PMI Partnership. The investment objective of
PMI Partnership is to construct unique investment structures whereby it actively participates
as a producer or in a similar role for movie productions and by utilizing asset-based debt and
revenue participation structures negotiated on a one-off basis with Canadian, American,
United Kingdom and Australian motion pictures and television companies and special
purpose vehicles.
The Manager has been given discretionary authority to manage the assets in line with the
Trust’s investment objectives. Compliance with the Trust’s investment policy is monitored by
the Manager on a monthly basis.
(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 Trust’s income or the fair value of its holdings of
financial instruments.
The Trust’s strategy for the management of market risk is driven by the Trust’s investment
objective. The fundamental investment objective of the Trust is to provide a high level of
income, superior risk adjusted returns and potential for long-term income generation on
select investments with moderate volatility and low correlations to traditional asset classes.
The Trust’s market risk is managed on a monthly basis by the Manager in accordance with
the policies and procedures in place. The market risk of PMI Partnership is applicable to the
Trust to the extent that the Trust’s assets are invested in PMI Partnership.
(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 Trust is not exposed to
significant interest risk.
(ii) Currency risk:
Currency risk is the risk that the value of financial instruments denominated in currencies
other than the functional currency of the Fund will fluctuate due to changes in foreign
exchange rates. The schedule of investment portfolio identifies all investments
denominated in foreign currencies. Equities in foreign markets are exposed to currency
risk as the prices denominated in foreign currencies are converted to the Canadian dollar,
the Fund’s functional currency, in determining fair value.
The Trust is not exposed to significant currency risk.
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7. 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 market prices (other than those arising from interest rate risk),
whether caused by factors specific to an individual investment or its issuer or factors
affecting all instruments traded in the market.
Concentration risk of the Trust is limited to its investment in PMI which comprises 99% of
net assets (2018 - 96%). PMI Partnership seeks to diversify the assets of its portfolio
among jurisdictions, producers, collateral and genres.
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 $174,412 (2018 - $241,858).
(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 Trust, resulting in a financial loss to
the Trust. It arises principally from cash equivalents and other receivables due to the Trust.
The carrying value of these financial instruments as recorded in the statements of financial
position reflects the Trust’s maximum exposure to credit risk.
The Trust’s policy over credit risk is to minimize its exposure to counterparties with perceived
higher risk of default by dealing only with reputable counterparties.
Credit risk is monitored on a monthly basis by the Manager in accordance with the policies
and procedures in place. The credit risk of PMI Partnership is applicable to the Trust to the
extent that the Trust’s assets are invested in PMI Partnership. As at December 31, 2019 PMI
Partnership has credit risk exposure equal to 77% of its net asset value (2018 - 85%) relating
to the production entities the investment project loans are granted to. PMI Partnership
manages credit risk by performing a risk assessment on all loans prior to entering into an
agreement.
(d) Liquidity risk:
Liquidity risk is the risk that the Trust will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset. All of the Trust’s liabilities are short term in nature and due to be settled within 12months of the period end.
The Trust’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 Trust’s reputation.
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7. Financial risk management (continued):
(d) Liquidity risk (continued):
The Trust’s offering memorandum provides for the monthly creation and cancellation of units
and it is therefore exposed to the liquidity risk of meeting unitholder redemptions at each
redemption date.
In accordance with the limited partnership agreement with PMI Partnership (the “Partnership
Agreement”), the Trust is only permitted to redeem a maximum of 25% of the net asset value
of its units per quarter. As a result, the Trust may not be able to liquidate some of its
investments in these instruments in due time to meet its liquidity requirements.
8. Capital management:
The redeemable units issued by the Trust represent the capital of the Trust. The Trust’s
objectives in managing the redeemable units are to ensure a stable base to maximize returns to
all investors, and to manage liquidity risk arising from redemptions.

9. Subsequent events:
Subsequent to December 31, 2019, the COVID-19 outbreak was declared a global pandemic by
the World Health Organization. The situation is dynamic with various cities, regions and countries
around the world responding in different ways to address the outbreak. In general, these
responses will have a material negative impact on global economies, including those of Canada
and the United States. Most of the underlying portfolio in PMI units are either in “post-production”
or “delivery”, meaning the potential for impact of COVID-19 is limited. We are seeing some
productions globally slow their production or go on a temporary hiatus, this may delay our ability
to reinvest proceeds from current maturities. Given the extent and nature of the COVID-19
induced crisis, it is difficult to estimate the duration and/or the ultimate impact of the crisis on our
ability to redeploy our current fund without interruption.
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