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1   BMG Silver BullionFund 

MANAGEMENT RESPONSIBILITY FOR FINANCIAL REPORTING 
 
The accompanying financial statements of BMG Silver BullionFund (the “BMG Fund”) have been prepared by BMG 
Management Services Inc., in its capacity as manager (the “Manager”) of the BMG Fund, and have been approved 
by the Board of Directors of BMG Management Services Inc. The Board of Directors is responsible for the 
information and representations contained in these financial statements, and in the Management Report of Fund 
Performance. 
 
The Manager maintains appropriate processes to ensure that relevant and reliable financial information is 
produced. The financial statements have been prepared in accordance with International Financial Reporting 
Standards, and include certain amounts that are based on estimates and judgments made by the Manager. The 
significant accounting policies that the Manager believes are appropriate for the BMG Fund are described in Note 2 
to the financial statements. 
 
The Audit Committee of the Board of Directors is responsible for reviewing the financial statements and the 
Management Report of Fund Performance, and for recommending them to the Board of Directors of the Manager 
for approval, in addition to meeting with management and external auditors to discuss internal controls over the 
financial reporting process, auditing matters and financial reporting issues. 
 
BDO Canada LLP is the external auditor of the BMG Fund, and is appointed by the trustee of the BMG Fund. The 
auditor of the BMG Fund has audited the financial statements in accordance with Canadian Generally Accepted 
Auditing Standards to enable it to express to the unitholders its opinion on the financial statements. The auditor’s 
report is set out herein. 
 
 
 
 
 

                               
Nick Barisheff      Hema Anganu 
President & CEO     Chief Financial Officer   
Director       Director 
 
 



 

Tel:  416 865 0200 
Fax:  416 865 0887 
www.bdo.ca 

BDO Canada LLP 
222 Bay Street 
Suite 2200, PO Box 131 
Toronto ON  M5K 1H1 Canada 
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To the Unitholders of BMG Silver BullionFund 
 
Opinion 

We have audited the financial statements of BMG Silver BullionFund (the “Fund”), which comprise the 
statements of financial position as at December 31, 2018 and 2017, and the statements of comprehensive 
income, changes in net assets attributable to holders of redeemable units and cash flows for the years then 
ended, and notes to the financial statements, including a summary of significant accounting policies.  

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of BMG Silver BullionFund as at December 31, 2018 and 2017, and its financial performance and its cash 
flows for the years then ended in accordance with International Financial Reporting Standards. 

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 Auditor’s Responsibilities for the Audit of the Financial 
Statements section of our 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.  

Other Information  

Management is responsible for the other information. The other information comprises the: 

• The information, other than the financial statements and our auditor’s report thereon, included in the 
Fund’s Annual Report; and 

• The information included in the Management Report of Fund Performance filed with the relevant 
Canadian Securities Commissions.  

Our opinion on the financial statements does not cover the other information and we do 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, or otherwise appears to be materially misstated.  

We obtained the Annual Report and the Management Report of Fund Performance prior to the date of this 
auditor’s 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 this auditor’s report. We 
have nothing to report in this regard.  

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

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with International Financial Reporting Standards, and for such internal control as management determines is 
necessary to enable the preparation of financial statements that are free from material misstatement, whether 
due to fraud or error. 

 
BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO network 
of independent member firms. 

 

Independent Auditor’s Report 
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In preparing the financial statements, management is responsible for assessing the Fund’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 management either intends to liquidate the Fund or to cease operations, or has no realistic 
alternative but to do so.  

Those charged with governance are responsible for overseeing the Fund’s financial reporting process.  

Auditor’s 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 auditor’s 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 
these 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 Fund’s internal control. 

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

• Conclude on the appropriateness of management’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 Fund’s ability to continue as a going concern. If we conclude that a 
material uncertainty exists, we are required to draw attention in our auditor’s 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 auditor’s report. However, future 
events or conditions may cause the Fund 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. 

We 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, Licensed Public Accountants 
 
March 27, 2019 
Toronto, Ontario 
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STATEMENTS OF FINANCIAL POSITION 
As at December 31 

 
2018 

$ 
2017 

$ 

ASSETS 
Current assets 

  

Cash 70,003 54,121 
Investments in silver bullion  
[Average cost $4,711,763; December 2017 - $6,436,385] 

4,375,061 5,897,179 

Due from Manager (Note 4) 53,587 42,209 
Total assets 4,498,651 5,993,509 

LIABILITIES 
Current liabilities 

  

Management fees payable 7,945 10,959 
Accounts payable and accrued liabilities 36,502 35,591 
Total liabilities (excluding net assets attributable to holders of redeemable units) 44,447 46,550 
Net assets attributable to holders of redeemable units 4,454,204 5,946,959 

Net assets attributable to holders of redeemable units per class (Note 3) 
  

Class A 3,536,325 4,883,622 
Class B3 - 429,985 
Class D 328,199 - 
Class F 589,680 633,352 
  4,454,204 5,946,959 
Net asset value attributable to holders of redeemable units per class is disclosed in Note 3. 

See accompanying notes. 

   

On behalf of the Board of Directors of BMG Management Services Inc., 
Trustee and Manager of BMG Silver BullionFund 

 
 
 
 
 

            
     Nick Barisheff                 Hema Anganu 

                   Director     Director 
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STATEMENTS OF COMPREHENSIVE LOSS  
For the years ended December 31 

See accompanying notes.  

 
                      2018 
                            $ 

                      2017 
                            $ 

INVESTMENT INCOME   
Net unrealized gains/(losses) on investments in silver bullion 202,504                  (354,264) 
Net realized losses on investments in silver bullion (268,848)                    (36,549) 
Net foreign exchange gains/(losses) 699                      (1,583) 
Total investment loss (65,645)                  (392,396) 
EXPENSES   
Management fees (Note 4)                   103,316                   111,301 
Security holder reporting costs                     78,140                     59,546 
Bullion storage fees                       7,403                       8,085 
Services tax                     18,341                     16,061 
Other administrative expenses                       6,305                       2,753 
Legal fees                     12,456                     13,831 
Audit fees                     12,775                     16,717 
Filing fees                     28,234                     29,470 
Independent Review Committee fees                          306                          153 
Total expenses                   267,276                   257,917 
Expenses absorbed by Manager (Note 4)                  (116,212)                  (107,229) 
Total expenses after absorption                   151,064                   150,688 
Decrease in net assets attributable to holders of redeemable units                   (216,709)                  (543,084) 
Increase/(decrease) in net assets attributable to holders of redeemable units per class 
(note 3) 

  

Class A                  (203,985)                  (471,503) 
Class B3                      (8,440)                    (26,288) 
Class D                       1,355                               - 
Class F                      (5,639)                    (45,293) 

                  (216,709)                  (543,084) 
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STATEMENTS OF CHANGES IN NET ASSETS ATTRIBUTABLE TO HOLDERS OF 
REDEEMABLE UNITS 
For the years ended December 31 
                    2018                                                                                                                                                             

$ 
                    2017 
                          $ 

   
Net assets attributable to holders of redeemable units, beginning of period                5,946,959               2,429,313 
Issue of redeemable units                1,358,414               4,850,856 
Redemption of redeemable units              (2,634,460)                (790,126) 
Decrease in net assets attributable to holders of redeemable units                  (216,709)                 (543,084) 
Net assets attributable to holders of redeemable units, end of period             4,454,204              5,946,959 
See accompanying notes. 
 

 
STATEMENTS OF CASH FLOWS 
For the years ended December 31 
                      2018  

                           $                                                                                                                                                                                                                                                                                                               
                     2017  
                           $                                                                                                              

CASH FLOW FROM OPERATING ACTIVITIES 
 

 
Decrease in net assets attributable to holders of redeemable units                  (216,709)                 (543,084) 
Adjustments to reconcile net decrease in net assets resulting from operations to net cash 
used in operating activities 

  

  Purchase of investments in silver bullion                 (675,000)              (4,302,434) 
  Proceeds from sales of investments in silver bullion               2,130,774                   422,000 
  Net realized losses on investments in silver bullion                  268,848                     36,549 
  Net unrealized (gains)/losses on investments in silver bullion                 (202,504)                  354,264 
Net changes in non-cash operating balances:   
  Increase in due from Manager                   (11,378)                     (2,458) 
  Increase/(decrease) in management fees payable                     (3,014)                       6,721 
  Decrease in due to broker                              -                   (16,000) 
  Increase in accounts payable and accrued liabilities                          911                       4,207 
Net cash provided by (used in) operating activities               1,291,928              (4,040,235) 

CASH FLOWS FROM FINANCING ACTIVITIES   

Proceeds from issuance of redeemable units  1,358,414 4,850,856 
Decrease in subscriptions receivable - 18,725 
Amounts paid on redemption of redeemable units (2,634,460)                 (790,126) 
Net cash provided by (used in) financing activities              (1,276,046)               4,079,455 
   
Net increase in cash during the period                     15,882                    39,220 
Cash, beginning of period                    54,121                    14,901 
Cash, end of period                    70,003                    54,121 
See accompanying notes. 
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SCHEDULE OF INVESTMENT PORTFOLIO 
As at December 31, 2018 

 
 

Allocated 
ounces 

Unallocated 
ounces 

Total Fine 
ounces 

Average Cost 
$ 

Fair Value 
$ 

Total 
% 

Silver Bullion 206,130.826 1,000.655 207,131,481 4,711,763 4,375,061 98.4 

Cash    69,780 70,003 1.6 

Total Investment    4,781,543 4,445,064 100.0 
 
The BMG Fund’s investments in silver bullion are held pursuant to a custodial agreement with a major Canadian chartered 
bank (or subsidiary thereof) on an allocated, segregated basis. 

The allocated silver bullion is recorded by refinery, exact weight in ounces and identification number. 

The BMG Fund’s silver bullion is free and clear of any lien or claim that the major Canadian chartered bank (or subsidiary 
thereof) may have, except where the claim arises from any unpaid costs. 

 
NOTES TO FINANCIAL STATEMENTS 
1. Formation of the Fund 
BMG Silver BullionFund (the “BMG Fund”) was established under the laws of Ontario by a Master Declaration of Trust and 
Regulation each dated September 21, 2016, as amended. The BMG Fund commenced operation on September 26, 2016. The 
address of the BMG Fund’s registered office is: 280-60 Renfrew Drive, Markham, ON, L3R 0E1. BMG Management Services 
Inc. (the “Manager”) is the trustee and manager of the BMG Fund. The BMG Fund currently offers four classes of units. 

These financial statements pertain to Class A, Class B3, Class D and Class F units. The classes were first started on the 
following dates: 

Class A        September 26, 2016           
Class B3 November 18, 2016 
Class D January 16, 2018 
Class F September 26, 2016           

 
All classes share the same attributes from a valuation perspective, except that they are subject to different management fee 
rates. 

The BMG Fund invests only in silver bullion, with the objective of providing a secure, convenient, low-cost alternative for 
investors seeking to hold silver bullion for capital preservation, long-term appreciation, portfolio diversification and portfolio 
hedging purposes. The BMG Fund’s fixed investment strategy avoids the need for a portfolio manager. 

2. Summary of Significant Accounting Policies 
The principal accounting policies applied in the preparation of these financial statements are set out below. 

Basis of Preparation  
These financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”) as 
issued by the International Accounting Standards Board (“IASB”).  
 
The financial statements were authorized for issue by the Board of Directors on March 21, 2019. 

The financial statements have been prepared under the historical cost convention, as modified by the revaluation of investments 
in silver bullion at fair value through profit or loss, and are presented in Canadian dollars, which is the BMG Fund’s functional 
and presentation currency.  
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NOTES TO FINANCIAL STATEMENTS 
Financial Instruments 
(a) Classification 
The BMG Fund classifies its investments in silver bullion at fair value through profit or loss. 

The BMG Fund classifies financial assets and financial liabilities other than its investments in silver bullion into the following 
categories: 

• Financial assets at amortized cost: Cash and due from Manager. 
• Financial liabilities at amortized cost and designated as other financial liabilities: Accounts payable and accrued 

liabilities and management fees payable. 

(b) Recognition/derecognition 
Purchases and sales of investments in silver bullion are recognized on the trade date, the date on which the BMG Fund 
commits to purchase or sell the investment. Transaction costs for such instruments are recognized directly in the Statements of 
Comprehensive Loss as incurred. Financial assets classified at amortized cost are recognized on the day that they are 
transferred to the BMG Fund at fair value, plus transaction costs that are directly attributable to their acquisition or issue.  

Financial assets are derecognized when the rights to receive cash flows from the assets have expired, or the BMG Fund has 
transferred substantially all risks and rewards of ownership. 

Financial liabilities, other than those at fair value through profit or loss, are recognized initially at fair value plus transaction 
costs that are directly attributable to their acquisition or issue. Financial liabilities arising from the redeemable units issued by 
the BMG Fund are presented at the redemption amount representing the investors’ right to a residual interest in the BMG 
Fund’s net assets.  

Realized gains and losses on investments in silver bullion are recognized in the Statements of Comprehensive Loss. Costs of 
investments in silver bullion are determined on an average cost basis. 

(c) Subsequent measurement 
Subsequent to initial recognition, the BMG Fund measures all financial instruments classified at fair value through profit or 
loss at fair value, with changes in the fair value recognized in the Statements of Comprehensive Loss. Fair value is the amount 
for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s length 
transaction. The fair value of financial instruments traded in active markets is based on their quoted market prices at the close 
of trading on the reporting date. The fair value of financial instruments that are not traded in an active market, if any, is 
determined using a valuation technique, or sourced from a reputable broker/counterparty.  

(d) Fair value measurement 
Fair value is the price that would be received on the sale of an asset, or paid to transfer a liability, in an orderly transaction 
between market participants at the measurement date in the principal or, in its absence, the most advantageous market to which 
the BMG Fund has access at that date. 

The value of silver bullion is priced based on the available spot price. The difference between the silver bullion spot price and 
the average cost of the investment in silver bullion held at the Statements of Financial Position date is shown as “Net 
unrealized losses on investments in silver bullion.”  

The fair values of investments denominated in foreign currencies are translated into Canadian dollars at the rates of exchange 
applicable on the relevant valuation date. 
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NOTES TO FINANCIAL STATEMENTS (continued) 
(e) Classification of fair value measurement 
IFRS 13 requires the BMG Fund to classify fair value measurement using a fair value hierarchy that reflects the significance of 
the inputs used in making the measurement. The fair value hierarchy has the following levels: 

Level 1  Unadjusted quoted prices in active markets 

Level 2  Inputs other than quoted prices included in Level 1 that are observable either directly  
(i.e. prices) or indirectly (i.e. derived from prices) 

Level 3  Unobservable inputs 

Fair value of investments in silver bullion is classified at Level 1 within the fair value hierarchy. 

Income and Expense Recognition 
The BMG Fund follows the daily accrual method of recording investment income and expenses. Expenses specifically related 
to each class of units of the BMG Fund are charged directly to that class of units. Income, expenses and realized and unrealized 
gains (losses) are allocated to each class of the BMG Fund based on that class’s pro-rated share of the total net assets of the 
BMG Fund. 

Foreign Currency Translation 
The BMG Fund’s subscriptions and redemptions are denominated in Canadian dollars, which is also its functional and 
presentation currency. Foreign currency transactions are translated into the functional currency using the exchange rates 
prevailing on the dates that transactions occur. Foreign currency assets and liabilities are translated into the functional currency 
using the exchange rate prevailing on the measurement date. Foreign exchange gains and losses are presented in the Statements 
of Comprehensive Loss.  

Calculation of Per-Unit Net Asset Value (“NAV”) Attributable to Holders of Redeemable Units 
The NAV of each class of units of the BMG Fund is calculated in Canadian dollars at 4:00 p.m. (EST) on each day that the 
Toronto Stock Exchange is open for trading. 

The NAV per unit of each class of the BMG Fund that is used for subscriptions and redemptions is the same as the net assets 
attributable to holders of redeemable units per unit of that class that is used in these financial statements. 

A separate NAV is calculated for each class of units of the BMG Fund by taking that class’s proportionate share of the BMG 
Fund’s assets less that class’s proportionate share of the BMG Fund’s common liabilities and deducting from this amount all 
liabilities that relate solely to that specific class. The NAV per unit for each class is determined by dividing the NAV of each 
class by the number of units of that class outstanding at the relevant valuation date. 

Income Taxes  
The BMG Fund qualifies as a mutual fund trust under the Income Tax Act (Canada). All of the BMG Fund’s net income for tax 
purposes and sufficient capital gains realized in any period are required to be distributed to unitholders such that no tax is 
payable by the BMG Fund. As a result, the BMG Fund does not record income taxes. Since the BMG Fund does not record 
income taxes, the tax benefit of capital and non-capital losses has not been reflected in the Statements of Financial Position as a 
deferred income tax asset. Refer to Note 6 for unused income tax losses. 

Increase (Decrease) in Per-Unit Net Assets Attributable to Holders of Redeemable Units  
Any increase (decrease) in per-unit net assets attributable to holders of redeemable units represents the change in net assets 
attributable to holders of redeemable units of each class divided by the weighted average number of units of that class of the 
BMG Fund outstanding during the period (see Note 3). 
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NOTES TO FINANCIAL STATEMENTS (continued) 
Critical Estimates and Judgments 
In the application of the BMG Fund’s accounting policies, management is required to make judgments, estimates and 
assumptions about the carrying amounts of assets and liabilities that are not readily available from other sources. The estimates 
and associated assumptions are based on historical experience and other factors that are considered to be relevant. Actual 
results may differ from these estimates.  
 
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized 
in the period in which the estimate is revised if the revision affects that period, or in the period of the revision and future 
periods if the revision affects both current and future periods. 
 
The Board of Directors considers the currency of the primary economic environment in which the BMG Fund operates to be 
the Canadian dollar, as this is the currency that, in their opinion, most faithfully represents the economic effects of underlying 
transactions, events and conditions. Furthermore, the Canadian dollar is the currency in which the BMG Fund measures its 
performance, and also issues and redeems its redeemable units. 

New Standards, Interpretations and Amendments  
Effective January 1, 2018, the BMG Fund adopted IFRS 9, Financial Instruments (“IFRS 9”).  The new standard requires 
financial assets to be classified into one of three categories: carried at amortized cost, carried at fair value with changes 
recognized in profit or loss or carried at fair value with changes through other comprehensive income.  The classification is 
based on the entity’s business model for managing financial assets and the contractual cash flow characteristics of the financial 
assets.   

The classification and measurement of financial liabilities remains generally unchanged, with the exception of financial 
liabilities recorded at fair value through profit or loss, where fair value changes attributable to changes in the entity’s own 
credit risk are to be presented in other comprehensive income unless they affect amounts recorded in income.  

Upon adoption of the new standard, the classification of loans and receivables no longer exists and all financial assets classified 
as loans and receivables, including cash, subscriptions receivable, due from broker and due from Manager, have been classified 
as financial assets at amortized cost. The Company’s investments in silver bullion continue to be classified as fair value 
through profit or loss. The Company’s financial liabilities also continue to be classified as financial liabilities at amortized cost.  

Under the transitional provisions, management has opted to retain prior figures as reported under the previous standards, 
recognizing the cumulative effect, if any, of applying IFRS 9 as an adjustment to the opening balance of net assets attributable 
to holders of redeemable units as at the date of initial application.  

The impact of applying IFRS 9, including the adoption of the ‘expected loss’ impairment model, was determined to be 
insignificant. Accordingly, no adjustments were considered necessary to these financial statements as a result of adopting IFRS 
9 with an effective date of January 1, 2018. 

3. Redeemable Units 
Each unit of each class of the BMG Fund represents an interest in the assets of that class of the BMG Fund. All units of a class 
of the BMG Fund generally have the same rights and privileges. Each unit of each class of the BMG Fund is entitled to one 
vote at any meeting of unitholders of the BMG Fund. Each unit of each class of the BMG Fund is also entitled, subject to any 
management fee distributions, to participate equally in any distributions by the BMG Fund. Fractional units of a class of the 
BMG Fund are proportionately entitled to all the same rights as other units of that class of the BMG Fund, except that they are 
non-voting. All units of each class of the BMG Fund are fully paid when issued, and are generally not transferable. Units of 
each class of the BMG Fund are redeemable at the option of the unitholder owning such units. The number of units of the 
BMG Fund that may be issued is unlimited. The units of each class of the BMG Fund are issued and redeemed at the NAV per 
unit of that class of the BMG Fund. There are no differences between the NAV per unit of each class of the BMG Fund and the 
Net Assets Attributable to Holders of Redeemable Units per Unit of each class of the BMG Fund. 



 

 
11   BMG Silver BullionFund 

NOTES TO FINANCIAL STATEMENTS (continued) 
Unitholder transactions during the year ended December 31: 
 Class A Class B3 

  2018  2017 2018 2017 
Balance - beginning of year 625,973 209,162 47,001 47,001 
Issued 96,367 505,940 - - 
Redeemed (252,609) (89,129) (47,001) - 
Balance - end of year 469,731 625,973 - 47,001 
Average units outstanding 552,946 533,116 47,001 47,001 
 Class D Class F 

    2018 2017 2018    2017 
Balance - beginning of year - - 80,065 26,521 
Issued 39,436 - 33,579 60,355 
Redeemed (5,553) - (37,215) (6,811) 
Balance - end of year 33,883 - 76,429 80,065 
Average units outstanding 23,996 - 66,566 65,546 
 

Total net assets attributable to holders of redeemable units per class and per unit 

For the year ended December 31, 2018 

 

Net assets 
attributable to 

holders of 
redeemable 

units, 
beginning of 

period Subscriptions Redemptions 

Increase/ 
(decrease) 

in net assets 
attributable to 

holders of 
redeemable 

units 

Net assets 
attributable to 

holders of 
redeemable 
units, end of 

period 

Net assets 
attributable to 

holders of 
redeemable 

units per unit 

Increase/ 
(decrease) 

in net assets 
attributable to 

holders of 
redeemable 

units per unit 

        $ $ $ $ $ $ $ 
Class A         4,883,622               727,398 (1,870,710)           (203,985)         3,536,325 7.53               (0.37) 
Class B3            429,985                           - (421,545)               (8,440)                        -                         -               (0.18) 
Class D                  -               375,432 (48,588)                1,355            328,199 9.69                 0.06 
Class F            633,352               255,584 (293,617)               (5,639)            589,680 7.72               (0.08) 
Total         5,946,959            1,358,414 (2,634,460)           (216,709)         4,454,204                    N/A                  N/A 
 

For the year ended December 31, 2017 

 

Net assets 
attributable to 

holders of 
redeemable 

units, 
beginning of 

period Subscriptions Redemptions 

Decrease 
in net assets 

attributable to 
holders of 

redeemable 
units 

Net assets 
attributable to 

holders of 
redeemable 
units, end of 

period 

Net assets 
attributable to 

holders of 
redeemable 

units per unit 

Decrease 
in net assets 

attributable to 
holders of 

redeemable 
units per unit 

        $ $ $ $ $ $ $ 
Class A         1,750,318            4,339,718 (734,911)           (471,503)         4,883,622 7.80                (0.88) 
Class B3            456,273                           - -             (26,288)            429,985 9.15                (0.56) 
Class F            222,722               511,138 (55,215)             (45,293)            633,352 7.91                (0.69) 
Total         2,429,313            4,850,856 (790,126)           (543,084)         5,946,959                    N/A                  N/A 
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NOTES TO FINANCIAL STATEMENTS (continued) 
4. Related-Party Transactions 
Management Fees  
The Manager is responsible for the day-to-day activities of the BMG Fund, providing or arranging for all required 
administrative services, and arranging for the distribution of units of the BMG Fund. For these services, the BMG Fund pays 
the Manager an annual management fee as defined by the rates set out below. The fees are payable monthly in arrears based on 
the average daily net assets of the BMG Fund. 

Class A 2.25% 
Class B3 1.25% 
Class D 1.50% 
Class F 1.25% 

 

For the year ended December 31, 2018, the BMG Fund incurred management fees of $103,316 (2017: $111,301). 

For the year ended December 31, 2018, the Manager absorbed the BMG Fund operating expenses of $116,212 (2017: 
$107,229). The decision to reduce expenses is made at the discretion of the Manager and may be changed at any time. 

Holdings of Related Party 
The Manager held units in the following Classes as at December 31: 
 
  2018  2017 
Class A - 10,000 
Class D 7,817 - 
Class F 5,000 5,000 
 

5. Sales Commission 
A sales commission may be charged by a registered dealer or representative at the time an investor buys Class A units or Class 
B units of the BMG Fund. The maximum amount of the sales commission for Classes A and B is 5.26% of the net amount 
invested. The sales commission is only negotiable for Classes A and B. No sales commission is currently charged for the Class 
F units of the BMG Fund. A discount dealer may charge a fee at the time an investor buys Class D units. 

The Manager paid trailer fees to dealers of $41,359 in 2018 [2017: $46,148].  

6. Income Tax Loss Carryforwards 
As at December 31, 2018, the BMG Fund had no non-capital losses available to offset future years’ taxable income.   

For tax purposes, the BMG Fund generally treats gains from the disposition of bullion as capital gains, rather than income, as it 
intends to be a long-term passive holder of bullion, and it generally disposes of its holdings in bullion only for the purposes of 
meeting redemptions or to fund the payment of expenses incurred by the BMG Fund. The Canada Revenue Agency has, 
however, expressed the opinion,  that gains or losses of mutual fund trusts resulting from transactions in commodities should 
generally be treated for tax purposes as ordinary income rather than as capital gains, although the treatment in each particular 
case remains a question of fact to be determined having regard to all the circumstances. The Canada Revenue Agency may 
assert that its position applies to BMG Fund’s transactions in respect of bullion. 

The BMG Fund has capital loss carryforwards of approximately $83,000 available to offset future years' taxable income.  
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NOTES TO FINANCIAL STATEMENTS (continued) 
7. Financial Risk Management 
The BMG Fund’s financial instruments consist primarily of cash, subscriptions receivable, due from Manager, investments in 
silver bullion, management fees payable, redemptions payable, due to broker, and accounts payable and accrued liabilities. The 
BMG Fund’s cash and silver bullion holdings are exposed to various types of risk, including market risk, credit risk, liquidity 
risk, interest rate risk and currency risk. These risks and related risk-management practices employed by the BMG Fund are 
described below. 

Market Risk  
Market risk is the risk that the fair value or future cash flows of silver bullion investments will fluctuate because of changes in 
market prices or transaction timing. The market price of silver is affected by a variety of factors, including demand, supply, 
international events and economic events. The BMG Fund employs a purchase-and-hold investment strategy with purchases in 
one type of investment. Since the BMG Fund does not lease silver, the only future cash flows will be from dispositions of 
silver bullion. Dispositions of bullion will be necessary to pay redemptions when cash reserves are not adequate. 

As at December 31, 2018, the effect on the BMG Fund’s net assets if there were a 5% increase or decrease in the price of silver 
bullion, with all other variables held constant, would be an increase, or decrease, of $218,753 [December 31, 2017: $294,859] 
or 4.91% [December 31, 2017: 4.96%].  

The actual result will vary depending upon the quantity of silver held and other factors, and the difference may be material. 

Credit Risk 
As at December 31, 2018, the BMG Fund had no investments in debt instruments and/or derivatives. The BMG Fund limits its 
exposure to credit loss by placing its cash in high-credit-quality issuers. Dispositions of silver bullion, if any, are with a major 
Canadian chartered bank (or subsidiary thereof) that is a recognized dealer in bullion. The BMG Fund may have credit 
exposure to the Canadian chartered bank (or subsidiary thereof) to the extent of any unsettled trades. 

Liquidity Risk 
The BMG Fund is exposed to daily cash redemptions of redeemable units. The BMG Fund aims to retain sufficient cash 
positions to maintain liquidity. In addition, silver bullion is readily realizable and liquid. Therefore, the BMG Fund’s liquidity 
risk is minimal. All liabilities are payable within a year. Redeemable units are redeemable on demand at the holder’s option. 
However, the Manager does not expect that the contractual maturity will be representative of the actual cash outflows, as 
holders of these instruments typically retain them for longer periods. The tables below analyze the BMG Fund’s financial 
liabilities into relevant maturity groupings based on the remaining period to the contractual maturity date. The amounts in the 
table are contractual undiscounted cash flows. 

December 31, 2018 
Financial liabilities On demand < 3 Months Total 
Management fees payable $ - $                             7,945 $                             7,945 
Accounts payable and accrued liabilities - 36,502 36,502 
Redeemable units 4,454,204 - 4,454,204 

December 31, 2017 
Financial liabilities On demand < 3 Months Total 
Management fees payable $ - $                          10,959 $                          10,959 
Accounts payable and accrued liabilities - 35,591 35,591 
Redeemable units 5,946,959 - 5,946,959 

 
Interest Rate Risk 
The majority of the BMG Fund’s financial assets and liabilities were non-interest-bearing as at December 31, 2018 and December 
31, 2017. Accordingly, the BMG Fund is not directly exposed to significant risk due to fluctuations in the prevailing levels of 
market interest rates. 
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NOTES TO FINANCIAL STATEMENTS (continued) 
Currency Risk 
Silver bullion is generally quoted and traded in US dollars and, as a result, the BMG Fund is subject to foreign currency risk. 
The BMG Fund does not hedge its foreign currency exposure. 

The BMG Fund holds cash in Canadian and US dollars to pay redemptions and operating costs. The Manager monitors the 
cash balance of the BMG Fund on a daily basis, and only purchases silver bullion when surplus cash is available. Normally the 
cash balance is less than 5% of the assets of the BMG Fund. 

As at December 31, 2018, 98.3% [December 31, 2017: 99.3%] of the BMG Fund’s net assets were exposed to US dollars. If 
the exchange rate with the Canadian dollar increased or decreased by 1% with all other variables held constant, net assets 
would have increased or decreased respectively by approximately $43,802 [December 31, 2017: $59,078]. 

Actual results may differ from this sensitivity analysis and the difference could be material, because the price of bullion tends 
to be negatively correlated with the US dollar.  

Foreign Currency Exposure 
 
December 31, 2018 

Description 
 US 
 $ 

Canada 
$ 

Total 
$ 

Cash 5,950 64,053 70,003 
Investments in silver bullion 4,375,061 - 4,375,061 
Other Net Assets (803) 9,943 9,140 
Net Assets 4,380,208 73,996 4,454,204 
Percent  98.3% 1.7%  100.0% 

 
December 31, 2017 

Description 
 US 
 $ 

Canada 
$ 

Total 
$ 

Cash 11,724 42,397 54,121 
Investments in silver bullion 5,897,179 - 5,897,179 
Other Net Assets (1,065) (3,276) (4,341) 
Net Assets 5,907,838 39,121 5,946,959 
Percent  99.3% 0.7%  100.0% 

 

8. Capital Management 
Redeemable units issued and outstanding are considered to be the capital of the BMG Fund. The BMG Fund does not have any 
specific capital requirements on the subscription and redemption of units, other than certain minimum subscription 
requirements. Unitholders are entitled to require payment of the net asset value per unit of the BMG Fund for all or any of the 
units of such unitholder by giving written notice to the Manager. The written notice must be received no later than 4:00 p.m. 
EST on the valuation day upon which the units are to be redeemed. Additionally, the notice must be irrevocable and the 
signature thereon must be guaranteed by a Canadian chartered bank, a trust company or an investment dealer acceptable to the 
Manager. The units are redeemable for cash equal to a pro rata share of the BMG Fund’s net asset value.  

9. Fair Value Measurement 
All fair value measurements above are recurring. The carrying values of cash, due from Manager, accounts payable and 
accrued liabilities, management fees payable and the BMG Fund’s obligation for net assets attributable to holders of 
redeemable units approximate their fair values because of their short-term nature. Fair values are classified as Level 1 when the 
related investment is actively traded and a quoted price is available. If an instrument classified as Level 1 subsequently ceases 
to be actively traded, it is transferred out of Level 1. In such cases, instruments are classified into Level 2, unless the 
measurement of their fair value requires the use of significant unobservable inputs, in which case they are classified as Level 3.   

There were no transfers between levels for the period ended December 31, 2018 and 2017. In addition, there were no 
investments or transactions classified in Level 3 for the period ended December 31, 2018 and 2017.  
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NOTES TO FINANCIAL STATEMENTS (continued) 

10. Subsequent Event 
In March 2019, the Fund experienced a “loss restriction event” due to a single unitholder becoming a majority interest 
beneficiary of the Fund holding more than 50% of the Fund’s NAV.  As a result, the Fund will have a March 2019 deemed 
year-end for tax purposes  and will be subject to loss restriction rules including a deemed realization of any unrealized capital 
losses and restrictions on the Fund’s ability to carry-forward losses.  
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