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INDEPENDENT AUDITORS’ REPORT 
 
To the Shareholders and Board of Directors of  
Burnaby Special Funds SAC Ltd. 
 
We have audited the accompanying financial statements of Burnaby Special Funds SAC. Ltd. (the 
"Company"), which comprise the statement of assets and liabilities, including the schedule of investments, 
as of December 31, 2017, and the related statements of operations and changes in net assets for the year 
ended December 31, 2017, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditors' Responsibility 
 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment 
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the Company’s preparation and 
fair presentation of the financial statements 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 Company’s 
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Burnaby Special Funds SAC Ltd. as of December 31, 2017, the results of its operations and 
changes in its net assets for the year then ended, in accordance with accounting principles generally 
accepted in the United States of America. 
 

 
 
June 25, 2018 
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Burnaby QGF 
Fund 

 $ USD 
  
Assets  

Investments in securities, at fair value (cost – $10,650,532) 16,305,648 
Cash 43,471 
Subscriptions in Investments paid in advance 2,650,000 

Total assets 18,999,119 

Liabilities  
Management fees payable 72,460 
Accounts payable and accrued liabilities 4,371 
Subscription from Investors received in advance 2,652,500 

Total liabilities 2,729,331 

Net assets 16,269,788 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
See the accompanying notes to the financial statements 
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Quantity   Cost  Fair Value  % of Net  
    $ USD  $ USD  Assets  

 
INVESTMENTS IN SECURITIES, AT FAIR 
VALUE        

     
 MUTUAL FUNDS       

 
Cayman Islands 
    Global Macro       

12,909      Quantedge Global Fund (Offshore) Class B 10,650,532 16,305,648 100.22 
     
 Investments in securities total 10,650,532 16,305,648 100.22 
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Burnaby QGF 
Fund 

 $ USD 
Investment Income  
Interest income 165 
Total Investment Income 165 
  
Expenses  
Management fee 124,856 
Miscellaneous expenses 20,820 
Audit fees 7,000 
Interest expense 44 

Total expenses 152,720 

Net investment loss (152,555) 
  

Realized and change in unrealized gain on  investments  
Net realized gain on investments 205,167 
Net change in unrealized appreciation on investments 4,011,395 

Net realized and change in unrealized gain on investments 4,216,562 

Net increase in net assets resulting from operations 4,064,007 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

See the accompanying notes to the financial statements
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Burnaby QGF 
Fund 

 $ USD  
  
Net increase in net assets resulting from operations  
Net investment loss (152,555) 
Net realized gain on investments 205,167 
Net change in unrealized appreciation on investments 4,011,395 

Net increase in net assets resulting from operations 4,064,007 
  
Capital share transactions  
Issuance of non-restricted, non-voting Particpating Shares  4,145,947 
Redemption of non-restricted, non-voting Particpating Shares  (1,119,869) 

Net increase in net assets from capital share transactions 3,026,078 

Net increase in net asset during the period  
  
Net assets at beginning of year 9,179,703 

Net assets at end of year 16,269,788 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

See the accompanying notes to the financial statements 
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NOTE 1 - NATURE OF THE COMPANY 
 

ORGANIZATION  
 
Burnaby Special Funds SAC Ltd. (the “Company”) was incorporated in Bermuda as a 
segregated accounts company pursuant to the Companies Act of 1981 (as amended) and 
registered under the Segregated Accounts Companies Act 2000, as amended, on October 15, 
2015, and began operations on January 1, 2017.  Burnaby QGF Fund (the “Fund”) is a 
“Segregated Account” of the Company. 

 
As a segregated accounts company, the Company is permitted to create Segregated Accounts 
in order to segregate the assets and liabilities that are held within or on behalf of a particular 
Segregated Account from the assets and liabilities of any other Segregated Account and from 
the Company’s general assets and liabilities.  Segregated Account assets are only available 
and may only be used to meet liabilities to creditors in respect of a particular Segregated 
Account and are not available to meet liabilities to creditors in respect of other Segregated 
Accounts or to general creditors of the Company.  As of December 31, 2017, there was one 
Segregated Account, which is included in these financial statements.  
 
Capitalized terms herein have been defined in the company’s Information Memorandum, or 
in a Segregated Account’s Class Supplement unless otherwise noted. 
 
The Fund invests in Quantedge Global Fund (Offshore) (the “underlying fund”). Quantedge’s 
basic investment philosophy is that risk premiums exist in markets all over the world. The 
manager of Quantedge employs a disciplined approach to extract such risk premiums, while 
minimizing risk by adopting a very diversified portfolio across multiple asset classes and 
geographical regions. 
 
LOM Financial (Bermuda) Limited (the “Manager”) (a related party to the Company) acts as 
the Manager and owns 100% of the Organisational Shares (Note 4).  Global Custody and 
Clearing Limited (the “Custodian”) (a related party to the Company) acts as paying agent and 
custodian to the Company.  
 
Certain directors of the Company are also principals, directors and officers of companies 
affiliated with the Manager and the Custodian. 
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NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES 
 

The following is a summary of significant accounting policies consistently followed by the 
Company in the preparation of its financial statements. The policies are in conformity with 
United States (“U.S.”) generally accepted accounting principles, which require management 
to make estimates and assumptions that affect the reported amounts, contingent assets and 
liabilities, and disclosures in the financial statements. Actual results could differ from those 
estimates. Management has considered the circumstances under which the Company should 
recognize or make disclosures regarding events or transactions occurring subsequent to the 
balance sheet date through the date the financial statements were issued. Adjustments or 
additional disclosures, if any, have been included in these financial statements. 
 
The Company is classified as an investment company as defined in Accounting Standards 
Update (“ASU”) 2013-08, Investment Companies (Topic 946): Amendments to the Scope, 
Measurement, and Disclosure Requirements. The Company applies the guidance set forth in 
Accounting Standards Codifiation (“ASC” or “Codification”) Topic 946, Financial Services 
- Investment Companies (“ASC 946”) in its financial statements and related notes. 
 
CASH 
 
Cash consists of interest bearing and non interest bearing accounts held by the Custodian, a 
related party. 
 
INVESTMENT VALUATION AND REVENUE RECOGNITION 
 
Investment transactions are accounted for on a trade date basis.  
 
The Fund invests in Quantedge Global Fund (Offshore). Mutual funds are valued at the net 
asset value or bid prices of the fund, as published or otherwise reported by the respective 
stock exchange or administrator.  The other investment companies in which the Fund invests 
will generally value securities at fair value (see Note 3). 
 
Realized and unrealized gains and losses on investments are calculated using the first-in-first-
out method, and are reported in the accompanying statement of operations. 
 
INCOME RECOGNITION  
 
Interest income is earned on cash balances, fixed income securities and money market 
securities. Interest income earned on cash balances is recognized when posted. 
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NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (CONT’D) 
 
FOREIGN CURRENCY TRANSLATION 
 
The functional currency of the Fund is the United States Dollar (“USD”). Investment 
securities denominated in currencies other than a Segregated Account’s functional currency 
are translated to the Segregated Account’s functional currency at the date of valuation. 
Purchases and sales of investment securities and income and expense items denominated in 
currencies other than Segregated Account’s functional currency are translated to the 
Segregated Account’s function currency on the respective date of such transactions. 
 
The Fund does not isolate that portion of the results of operations resulting from changes in 
foreign exchange rates on investments from the fluctuations arising from changes in market 
prices of securities held. Such fluctuations are included with the net realized gain or loss on 
sale of investments, and the net change in unrealized appreciation or depreciation on 
investments. 
 
RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS 

 
For the year ended December 31, 2017, there were no recent accounting pronouncements that 
would impact the financial statements of the Fund. 

 
NOTE 3 - FAIR VALUE MEASUREMENTS  
 

Quantedge Global Fund (Offshore) incurs annual management fees of 2% of its net assets as 
well as incentive fees of 20%, as defined by its respective investment management agreement. 
The Fund has the ability to liquidate its investment monthly, subject to 15 days notice. 
 
The underlying fund utilizes a variety of financial instruments in its trading strategies, 
including equity and debt securities, index options, forwards and swap contracts. Several of 
these financial instruments contain varying degrees of off-balance sheet risk whereby changes 
in market values of the securities underlying the financial instruments may be in excess of the 
amounts recorded on the underlying fund’s statement of assets and liabilities. 

 
In addition, the underlying fund may hold securities sold but not yet purchased, whereby a 
liability is created to repurchase the security at prevailing prices. The underlying fund’s 
ultimate obligation to satisfy the sale of securities sold but not yet purchased may exceed the 
amounts recognized on its balance sheet. However, due to the nature of the Fund's investment 
in the underlying fund, such risks are limited to the Fund's investment value in the underlying 
fund. 
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NOTE 4 - CAPITAL STOCK 
 
The authorised share capital of the Company is $10,001 divided into 100,000,000 Participating 
Shares of $0.0001 par value each and 1,000 Organisational Shares of par value $0.001 
each.  The rights attached to each class of shares are summarized below.   
 
PARTICIPATING SHARES 
 
The Directors have the power to issue Participating Shares in separate Classes corresponding 
to a Segregated Account from time to time up to the limit of the authorised capital. The assets 
and liabilities of each Class of Participating Shares are maintained and accounted for in its own 
Segregated Account. A Class Supplement is issued in respect of each such Segregated 
Account.  
 
The Participating Shares have no voting rights and the holder of a Participating Share is not 
entitled to receive notice of, attend, nor vote at general meetings of Shareholders (except in 
connection with the variation of class rights). The Participating Shares of each Class have the 
right to participate equally in any dividends declared by the Company in respect of the 
Segregated Account to which such Participating Shares relate and are redeemable. In the event 
of a winding-up of the Company, each holder of a Participating Share is entitled to return of 
the paid-up par value and a pro-rata share in surplus assets of the relevant Segregated Account 
after return of the paid-up par value of the Organisational Shares. 
 
ORGANISATIONAL SHARES 
 
Organisational Shares may be issued at par value and to such person as the Directors may 
determine.  Organisational Shares do not, while any Participating Shares are in issue, carry any 
right to participate in dividends declared by the Company and are not redeemable.  The holder 
of an Organisational Share has the right to receive notice of, attend and vote at general meetings 
of the Company.  In the event of a winding-up of the Company, the holder of an Organisational 
Share is entitled only to the return of its paid-up par value after the paid-up par value of 
Participating Share has been returned.  All of the Organisational Shares have been issued to 
and fully paid for by the Manager. 
 
SUBSCRIPTIONS 
 
Participating Shares are available for subscription at the discretion of the Directors on each 
Subscription Day at the Subscription Price calculated as at the immediately following 
Valuation Day. The Subscription Day is defined in the relevant Class Supplement. The 
Subscription Price equals the Net Asset Value per Participating Share as at the Valuation Day 
immediately following the Subscription Day on which the application is effective (exclusive 
of any Front End Load). The Participating Shares are issued in registered form. Share 
certificates are not issued. 
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NOTE 4 - CAPITAL STOCK (CONT’D) 
 
FRONT END LOAD 
 
There is no front end load currently anticipated for the Fund, however a purchase (and/or sale) 
commission may be charged by any broker-dealer facilitating investment in the Fund.   
 
MINIMUM SUBSCRIPTION 
 
The minimum initial subscription for Participating Shares from a new investor will be accepted 
is $100,000 (or currency equivalent) and the minimum amount of any additional subscriptions 
by the same investor is $1 (or currency equivalent) in the Fund. 

 
The Directors may determine that the Fund accept such lesser amount as they may in any 
particular case determine. 

 
REDEMPTIONS 
 
PROCEDURE 
 
Participating Shares may be redeemed at the option of the holder on each Redemption Day. 
Shareholders wishing to redeem all or part of their holding of Participating Shares should send 
a completed Redemption Request (available from the Administrator) to the Administrator by 
fax (with original to follow by mail) to be received not later than the time specified in the 
relevant Class Supplement on the relevant Redemption Day.  
 
Any delay in receipt of the Redemption Request will result in the request being deferred until 
the next Redemption Day and, in such cases, the Participating Shares will be redeemed at the 
Redemption Price prevailing on that Redemption day. The Directors reserve the right in their 
absolute discretion to waive the foregoing notice period. 
 
A request for the redemption of part of a holding of Participating Shares may be refused, or 
the holding redeemed in its entirety, if, as a result of such partial redemption, the Net Asset 
Value of the Participating Shares retained by the holder would be less than USD $100,000 in 
the Fund. 
 
REDEMPTION PRICE 
 
The Redemption Price for each Participating Share is equal to the Net Asset Value per 
Participating Share of the relevant Class on the relevant Redemption Day. 
 
The Net Asset Value per Participating Share is determined as of the close of business on each 
Valuation Day in accordance with the provisions set out under the Information Memorandum.  
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NOTE 4 - CAPITAL STOCK (CONT’D) 
 
PAYMENT OF REDEMPTION PROCEEDS 
 
Redemption proceeds normally will be remitted within a certain number of business days as 
specified in the relevant Class Supplement, without interest for the period from that date to the 
payment date. Redemption payments will be made in the currency of the relevant class and 
will be remitted to the Shareholder by wire transfer (at the expense and risk of the Shareholder) 
to an account as specified by the Shareholder in his Redemption Request. Payment of 
redemption proceeds is subject to receipt of funds from Quantedge and this is subject to 
possible delays and a variety of conditions as described in the Quantedge Memorandum. 
 
GATING 
 
In the event that redemption requests on a particular Redemption Day exceed in aggregate 
twenty per cent (20%) of the total number of Participating Shares of Segregated Account then 
in issue, the Directors may reduce the requests rateably amongst all Shareholders seeking to 
redeem Participating Shares of the relevant Class on the relevant Redemption Day and effect 
only sufficient redemptions which in aggregate equal twenty per cent (20%) of the number of 
Participating Shares of the particular Class then in issue. Participating Shares which are not 
thereby redeemed will be redeemed on the next Redemption Day (subject to further deferral if 
the deferred requests themselves exceed twenty per cent of the number of Participating Shares 
then in issue) in priority to any later redemption requests that may have been received. All 
Participating Shares will be redeemed at the Redemption Price prevailing on the Redemption 
Day on which they are actually redeemed. 
 
Transactions in shares of the Company for the year ended December 31, 2017 were as follows: 
 

 Balance 
January 1, 

2017 

Shares 
Issued 

Shares 
Redeemed 

Balance 
December 31, 

2017 
Fund:     
Burnaby QGF Fund 73,573 29,432 (7,762) 95,243 

 
 

NOTE 5 - RELATED PARTY TRANSACTIONS 
 

MANAGEMENT FEES 
 
The Manager is entitled to receive an annual fee of 1.0%. In accordance with the Management 
Agreement, the fee will be calculated using the monthly NAV of the Fund and paid monthly in 
arrears. The management fee will be automatically deducted from the Fund’s account every 
month. 
 
During the year ended December 31, 2017, the management fee was charged $124,856, out of 
which $72,460 was payable as at December 31, 2017.  
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NOTE 6 - ADMINISTRATION FEES 
 

In accordance with the terms of the contract with Beacon Fund Services (Bermuda) Ltd. (the 
“Administrator”), the Fund is charged administrative fees equal to 0.09% or $12,000, 
whichever is higher, calculated in accordance with the Administration Agreement using the 
monthly NAV of the Fund and paid monthly in arrears. During 2017, administration fees 
amounted to $12,510, out of which $1,171 was payable as at December 31, 2017. 

 
NOTE 7 - TAXATION 

 
Under current Bermuda law, the Company is not required to pay taxes in Bermuda on either 
income or capital gains.  The Company has received an undertaking from the Bermuda 
government that, in the event of income or capital gains taxes being imposed, the Company 
will be exempted from such taxes until March 31, 2035.   
 
It is the Directors belief that the Company is not engaged in United States trade or business 
and is not subject to United States income or withholding taxes in respect of the profits and 
losses of the Company other than the 30% withholding tax on US source equity dividends. 
Foreign securities held by the Company may be subject to foreign taxation on gains, dividends 
and interest income received. Foreign taxes, if any, are withheld by the Company’s clearing 
brokers based on the tax laws in the applicable foreign jurisdictions.  
 
In addition, the Directors believe that the Company is not subject to income taxes in any other 
jurisdiction and that there are no uncertain tax positions that would require recognition in the 
financial statements. As a result, the Company has made no provision for income taxes in the 
accompanying financial statements. 

 
The Manager’s conclusions regarding uncertain tax positions may be subject to review and 
adjustment at a later date based upon ongoing analyses of tax laws, regulations and 
interpretations thereof as well as other factors. 

 
NOTE 8 - FAIR VALUE OF FINANCIAL INSTRUMENTS 
 

In addition to the fair values of investments as disclosed in the schedule of investments, the fair 
values of the Company’s other financial instruments, including cash and cash equivalents, 
accounts payable and accrued expenses approximate their carrying values due to the short term 
maturity of these financial instruments. 
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NOTE 9 - FINANCIAL HIGHLIGHTS 
 

Financial highlights for the year ended December 31, 2017 are as follows: 
 
 Burnaby 
 QGF Fund 
 $USD 
Per Share Operating Performance:  
  Net asset value per share - beginning  124.77 
  Net investment loss (1.73) 
  Net realized and unrealized gain on investments  47.78 
Total income from investment operations 46.05 
Net Asset Value Per Share - Ending 170.82 
  
Total Return 36.91% 
Ratio to Average Net Assets:  
  Total expenses 1.22% 
  Net investment loss (1.22%) 

 
Financial highlights are calculated for the class of shares taken as a whole.  An individual 
shareholder’s return and ratios may vary based on the timing of capital transactions.   
 
Total return is computed using a time-weighted methodology whereby the returns for the 
individual accounting periods are geometrically linked.  The ratios are computed using a 
weighted-average of the net assets for the year ended December 31, 2017. 
 

NOTE 10 - FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS 
 
CREDIT AND LIQUIDITY RISK 
 
The Company is potentially subject to both credit and liquidity risk, principally through its 
investments in securities. The Company’s credit risk is equal to the replacement cost at the then 
estimated fair value of the instrument. Credit risk arises because the possibility that promised 
cash flows on securities held will not be paid in full.  Credit risk is risk due to uncertainty in a 
counterparty’s (also called an obligor’s or creditor’s) ability to meet its obligations.   
 
MARKET RISK 
 
Market risk arises primarily from uncertainty around the future prices of financial instruments 
held by the Company and represents the loss the Company might incur through holding such 
instruments in the face of price movements.  The Manager allocates the Company’s portfolio 
of investments with a view to minimizing the risk associated with particular countries and 
industry sectors. 
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NOTE 10 - FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS (CONT’D) 
 
CURRENCY RISK 
 
The investments of the Fund are denominated in the base-currency thus minimizing currency 
risk.  The investments of the Fund are exposed to changes in foreign exchange rates (currency 
risk) where gains or losses may exceed the related amounts recorded.  The fair value may 
change based on the fluctuations in the exchange rate of these underlying currencies. 
 

NOTE 11 - SUBSEQUENT EVENTS 
 
Subsequent events through until June 25, 2018 have been evaluated by the Manager.  
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