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Marquest Group of Funds  

 
  
Notes to Financial Statements (Expressed in Canadian Dollars) 
 
For the years ended December 31, 2016 and 2015 
12.  FINANCIAL INSTRUMENTS (continued) 

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

During the years ended December 31, 2016 and 2015, no financial instruments were transferred between Level 1 and Level 2. 
 
The Manager is responsible for performing the fair value measurements included in the financial statements of the Fund, including Level 3 measurements. The Manager obtains 
pricing from a third party pricing vendor, as applicable, which is monitored by the Chief Investment Officer and the Chief Compliance Officer each day. At each financial reporting 
date, the Chief Financial Officer (CFO), of the Manager reviews and approves all Level 3 fair value measurements.   
 
Realized and unrealized gains and losses related to Level 3 securities, are included in the Statements of Comprehensive Income “Net realized gain (loss) on the sale of 
investment” and “Change in unrealized appreciation (depreciation) on investments” respectively. Transfers in and out of Level 3 are due to the changes in the observability of 
market data, such as a recent new transaction or due to the passage of time, respectively.  
 
The following tables summarize the changes in Level 3 securities for the years ended December 31, 2016 and 2015: 
 

December 31, 2016 Marquest Small Companies Fund Marquest Canadian Resource Fund
$   $   

Total Level 3 fair value, beginning of year                                             107,616                                                181,940 
Transfers in                                               17,272                                                       666 
Change in unrealized appreciation (depreciation) on investments                                          8,121,384                                             1,689,108 
Net realized gain (loss) on sale of investments                                         (8,138,667)                                           (1,689,796)
Total Level 3 fair value, end of year                                             107,605                                                181,918 

 
 

December 31, 2015 Marquest Small Companies Fund Marquest Canadian Resource Fund
$   $   

Total Level 3 fair value, beginning of year                                             221,163                                                397,297 
Sold                                                       -                                                  (68,464)
Transfers in                                          1,262,771                                                         -   
Change in unrealized appreciation (depreciation) on investments                                         (1,376,318)                                                414,643 
Net realized gain (loss) on sale of investments                                                       -                                                (561,536)
Total Level 3 fair value, end of year                                             107,616                                                181,940 

 
 

Certain Funds hold Level 3 securities in which there is uncertainty in estimating the fair value; stemming from current financial issues and lack of market quotations. Level 3 
requires a significant unobservable data in its determination of fair value. The Marquest Canadian Resource Fund and the Marquest Small Companies Fund both hold private 
equity investments classified as Level 3.  
 
As at December 31, 2016 the Marquest Small Companies Fund and the Marquest Canadian Resource Fund have investments of $107,605 and $181,918 (Dec 2015 - $107,616 
and $181,940) respectively in Level 3 securities. The fair value of the securities during the year was calculated using a key number of valuation techniques and unobservable 
inputs which may include; financial analysis of the company’s financial statements, financial disclosures, non-listed transaction prices, analysis of underlying commodity or sector 
prices and overall prevailing market and economic conditions.  
 
The Manager estimates fair values for these securities using the best information available as of December 31, 2016 and 2015. The following tables outline the estimates of fair 
values as well as ranges of these fair values using alternative assumptions that are reasonable in Management’s view. Impairment losses are reflected in the Funds’ Statements of 
Comprehensive Income in the “Change in unrealized appreciation (depreciation) on investments”. 

 
  



Marquest Group of Funds  

 
  
Notes to Financial Statements (Expressed in Canadian Dollars) 
 
For the years ended December 31, 2016 and 2015 
12.  FINANCIAL INSTRUMENTS (continued) 

(a) Fair Value (continued) 
 

Fair Value of Fund Holdings Based On Alternative Assumptions

as at December 31, 2016

Fund Fair Value as reported

-25% +25%

Marquest Small Companies Fund 107,605$                                           -$           -$             

Marquest Canadian Resource Fund 181,918$                                           -$           -$             

Fair Value of Fund Holdings Based On Alternative Assumptions

as at December 31, 2015

Fund Fair Value as reported

-25% +25%

Marquest Small Companies Fund 107,616$                                           -$           451,696$      

Marquest Canadian Resource Fund 181,940$                                           78,279$     285,601$      

Potential

Potential

 

 
(b) Risk Management and Disclosures 
 
The Funds’ investment activities expose them to a variety of financial risks. The Investment Portfolios present the securities held by the Funds as at December 31, 2016, and 
groups the securities by asset type, geographic region and/or market segment. Significant risks that are relevant to the Funds are discussed below. The sensitivity analyses shown 
in the notes below may differ from actual trading, and the differences could be material. 
 
The Fund Manager seeks to minimize potential adverse effects of these risks on the Funds’ performance by employing professional, experienced portfolio advisers, daily 
monitoring of the Funds’ positions and market events; by diversifying the Investment Portfolios within the constraints of the investment objectives and periodically may use 
derivatives to hedge certain risk exposure. To assist in managing risks, the Fund Manager also uses internal guidelines that identify the target exposure for each type of risk, 
maintains a governance structure that oversees the Funds’ investment activities and monitors compliance with the Funds’ stated investment strategies and securities regulations.     

 
(i) Market Risk 
 
Foreign exchange risk 
 
Foreign exchange risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates. The Funds invest in securities and other 
investments that are denominated in currencies other than the Canadian Dollar and also holds foreign currency denominated cash and other net assets. Accordingly, the value of 
the Funds’ assets may be affected favourably or unfavourably by fluctuations in currency rates and therefore the Funds will necessarily be subject to foreign exchange risks. The 
primary purpose of the Funds’ foreign currency economic hedging activities is to protect against the volatility associated with investments and other assets and liabilities 
denominated in foreign currencies in the normal course of business.  
 
Certain Funds, in normal course of operations will invest in securities in a foreign currency. Consequently, some of the assets and revenues are exposed to foreign exchange 
fluctuations. 
 
The tables below indicate the foreign currencies to which the Funds have significant exposure as at December 31, 2016 and 2015 in Canadian dollar terms. The tables also 
illustrate the potential impact to the Funds’ net asset value, as a result of a 5% change in these currencies relative to the Canadian dollar, the functional currency, with all other 
variables held constant. 
 

As of December 31, 2016 % of Net Assets Potential Impact on Net Assets

attributable to holders attributable to holders

Fair Value  of redeemable shares  of redeemable shares
Currency $ % $

Marquest Monthly Pay Fund United States Dollars 1,715,862                      3.5                                 85,793                                                   

Marquest Global Balanced Fund United States Dollars 14,619,556                    76.0                               730,978                                                 

Marquest American Dividend Growth Fund United States Dollars 26,030,772                    85.7                               1,301,539                                              

Marquest American Dividend Growth Fund United States Dollars 5,996,851                      102.2                             299,843                                                 
 (Corporate Class)
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Marquest Group of Funds  

 
  
Notes to Financial Statements (Expressed in Canadian Dollars) 
 
For the years ended December 31, 2016 and 2015 
12.  FINANCIAL INSTRUMENTS (continued) 

(b) Risk Management and Disclosures (continued) 
 
(i) Market Risk (continued) 
 
Foreign exchange risk (continued) 
 

As of December 31, 2015 % of Net Assets Potential Impact on Net Assets

attributable to holders attributable to holders

Fair Value  of redeemable shares  of redeemable shares
Currency $ % $

Marquest Monthly Pay Fund United States Dollars 40,048,262                    31.0                               2,002,413                                              

Marquest Global Balanced Fund United States Dollars 17,818,848                    83.1                               890,942                                                 

Marquest American Dividend Growth Fund United States Dollars 4,373,191                      92.4                               218,660                                                 

Marquest American Dividend Growth Fund United States Dollars 4,610,209                      91.9                               230,510                                                 
 (Corporate Class)  
 
Interest rate risk  
 
Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or the fair values of financial instruments.  
 
Certain Funds invest in fixed income securities which bear interest at fixed rates of interest, and as such, are subject to interest rate price risk resulting from changes in fair value 
from market fluctuations in interest rates.   

 
The tables below summarize the Funds which have a significant exposure to interest rate price risk by remaining term to maturity as at December 31, 2016 and 2015. The tables 
also illustrate the potential impact to the Funds’ net asset value, as a result of a 100 basis point % change in the interest rate, assuming a parallel shift in the yield curve with all 
other variables held constant. 
 

As of December 31, 2016 Potential Impact on Net Assets

attributable to holders of

Less than 1 year 1-5 years 6-10 years > 10 years Total  redeemable shares

$ $ $ $ $ $

Marquest Money Market Fund 2,321,443    -             -            -            2,321,443    1,857                        

Marquest Short Term Income Fund (Corporate Class) 584,070       -             -            -            584,070       642                           

Marquest Canadian Bond Fund -              863,994     666,879    292,205    1,823,078    122,693                    

Marquest Canadian Fixed Income Fund -              2,973,001  1,320,331 637,484    4,930,816    268,729                    

Marquest Monthly Pay Fund 154,222       -             -            -            154,222       601                           

Marquest Global Balanced Fund 1,608,264    909,114     3,402,934 -            5,920,312    224,380                     
 

As of December 31, 2015 Potential Impact on Net Assets

attributable to holders of

Less than 1 year 1-5 years 6-10 years > 10 years Total  redeemable shares

$ $ $ $ $ $

Marquest Money Market Fund 2,341,570    -             -            -            2,341,570    2,576                        

Marquest Short Term Income Fund (Corporate Class) 1,462,933    -             -            -            1,462,933    1,463                        

Marquest Canadian Bond Fund 74,888         819,518     1,209,156 161,543    2,265,105    142,022                    

Marquest Canadian Fixed Income Fund 47,354         2,451,430  1,766,207 100,204    4,365,195    212,585                    

Marquest Global Balanced Fund 299,733       537,800     3,302,898 1,310,392 5,450,823    339,041                     
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