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This document contains the opinion of Creststreet Asset Management Limited as of March 5, 2008,
and, accordingly, is subject to change after such date. Certain statements contained in this document
constitute “forward-looking statements” within the meaning of the Securities Act (Ontario). These
statements, by their nature, are not guarantees of future performance and involve risks, uncertainties
and other factors which may cause the actual results, performance or achievements to differ materially
from any future results, performance or achievements expressed or implied by such forward-looking
statements. We consider the assumptions on which these forward-looking statements are based to
be reasonable, but caution the reader that these assumptions regarding future events, many of
which are beyond our control, may ultimately prove to be incorrect. However, Creststreet Asset
Management Limited expressly disclaims any intention or obligation to update or revise any 
forward-looking information, whether as a result of new information, future events or otherwise,
except as required by applicable law. This document includes market and industry data that has
been obtained from third party sources. Although Creststreet Asset Management Limited believes
such information to be reliable, it has not independently verified any of the data from third party
sources, and references to any publications, reports, surveys or articles prepared by third parties
should not be construed as depicting the complete findings of the entire publication, report, survey
or article. The indicated rates of return are the historical annual compound total returns including
changes in share or unit value and reinvestment of all distributions and does not take into account
sales, redemption, distribution or operational charges or income taxes payable by any security holder
that would have reduced returns. Mutual funds and investment funds are not guaranteed, their values
change frequently and past performance may not be repeated. Commissions, trailing commissions,
management fees and expenses all may be associated with mutual fund investments. Please read
the prospectus before investing. This document is for information purposes only and does not 
constitute an offer to sell or a solicitation to buy the securities referred to herein. Creststreet
Asset Management Limited is a wholly owned subsidiary of Creststreet Capital Corporation. 

*Creststreet ®and Creststreet bird logo are registered trademarks of Creststreet Capital Corporation.
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2007 represents a year in which the long-term supply and demand fundamentals of energy markets around the 

world took centre stage as crude oil prices rose to all-time highs. Excess supply of crude oil has become increasingly 

constrained as global demand for energy, particularly from the developing world, is rising quickly beyond current 

supply levels. Conventional reserves are being depleted, major new discoveries are becoming increasingly rare and it

is becoming more expensive to find and develop new sources of energy. All of this, combined with increased geopolitical

instability, is driving the price of crude oil ever higher. As a result, energy of every kind is becoming more valuable and

we expect this to continue as supply and demand fundamentals tighten across the globe in years to come.

As the world turns its focus to environmental sustainability, new investment opportunities outside of 

conventional energy resources are presenting themselves. While the current production of alternative energy 

represents only a small fraction of overall energy demand, it is the combination of social and political pressure with

recent technological advances that have created the foundation for this emerging high-growth sector. 

Creststreet has spent nearly a decade positioning itself to capitalize on energy investment opportunities of all kinds

by leveraging our knowledge of natural gas, crude oil and renewable energy to provide high-quality investment products

for our investors. We continue to focus on the long-term fundamentals of global energy markets, and we believe that

all sources of energy will provide strong returns in the years to come.

Creststreet – Excellence in Energy Investing
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2007 was a tumultuous year for the broader equity markets as the subprime credit crisis created

shock waves through the financial markets and economic data pointed to the potential for a U.S.

recession. Central banks around the world took measures to try and preserve economic health

and calm financial markets. Despite the potential negative effects that a U.S. recession could have

on the global economy, growth in energy demand from key developing countries such as Brazil,

Russia, India and China continues to be robust, driving international energy prices.

>

Message to Unitholders

Global growth in energy demand continues to accelerate, driven by rapidly expanding
economies in the developing world. Many analysts now believe that this accelerated
demand will continue to outpace the world’s growth in available energy supply for the 
foreseeable future which will serve to drive energy prices even higher. Commodity strength
throughout the year has reinforced our belief that any weakness in energy markets is
short-term in nature and the long-term fundamental health of both global and North
American energy markets remain intact.

New York Mercantile Exchange (“NYMEX”) natural gas prices advanced 18.8% in 2007,
to close the year at $7.48/mmbtu, showing signs of improving strength and recovery
during the year. This strong performance by the commodity is a recovery from the 
weakness experienced in 2006, the result of high inventory surplus and warm weather.
Drilling economics in the United States remain attractive at current prices, while
economics in Canada are now beginning to look much more favourable. As expected, a
reduction in both drilling activity and imports of Liquefied Natural Gas (“LNG”), combined
with strong weather-adjusted demand, have helped to drive prices higher and reduce
storage levels towards more normalized levels for the first time in more than two years.

Natural Gas Storage
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Crude oil prices were also very strong during 2007, as NYMEX light sweet crude oil
advanced 57.2%, to close the year at $95.98 before touching $100 per barrel subsequent
to year-end. Historically, the world has enjoyed a strong surplus in productive capacity
for crude oil, a cushion which has declined significantly in the last five years. As a result
of this limited spare capacity, and due to continued geopolitical instability, markets
remain wary of supply disruption risk and have driven prices to all-time highs. With the
rise in oil prices significant amounts of capital flowed into oil-weighted companies, in 
particular companies with exposure to the Canadian oilsands, driving stocks higher.
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Over the past several years, the valuations of junior Canadian natural gas companies
have languished due to a combination of low natural gas prices resulting from high 
storage levels, rising service costs, less favourable takeover economics from royalty
trusts and the introduction of increased oil and gas royalties by the Alberta Government.
Creststreet flow-through portfolios have historically been heavily weighted toward natural
gas producers and, as a result, the performance of these funds has suffered for the
past several years.

More recently, we are seeing signs of a recovery in Canadian natural gas equity 
markets due to recent commodity price strength and improving drilling economics.
Industry consolidation that began to develop in the fall of 2007, continued through to
the end of the year. This is an important step in the recovery process as companies
recognize that, at current valuations, growth through acquisition is cheaper than drilling
new wells. 
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Outlook

Although 2007 was a volatile year for financial markets, the energy sector continued to
outperform most sectors of the economy. Clear trends have emerged that continue to
point to a healthy future for the energy markets. In Canada, with declining service costs
and more normalized natural gas storage levels, the prospects for investing in Canadian
natural gas equities have improved dramatically. As the environment for natural gas 
producers in Western Canada continue to improve, we believe that equity valuations in
the sector will also begin to strengthen; not just through growth in cash flow and net
assets, but through an expansion in valuation multiples which are now at the low end
of their historical range.

We continue to believe that energy investors will be well rewarded over the long-term 
and should maintain an overweight exposure to the energy sector.

Respectfully,

Robert J. Toole
Managing Director
Creststreet Asset Management Limited

March 1, 2008
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2007 concluded the third successful year of operations for Creststreet

Energy Hedge Funds with an annual return of 41.17%,

making it one of the Top Ten performing Global Energy Hedge Funds 

of the year in Barclay’s Global Energy Hedge Fund Rankings. 

>

Energy Hedge Funds
Creststreet

In May 2005, Creststreet launched the Creststreet Energy Hedge Fund L.P. for accredited
investors resident in Canada. In November 2005, the Creststreet Offshore Energy
Hedge Fund Inc. was launched for non-Canadian and non-U.S. institutional
investors. These Creststreet Energy Hedge Funds, collectively the “Funds”, have identical
investment portfolios and are managed on a pari-passu basis. 

These Funds employ a long/short strategy that seeks to generate returns by focusing on
the specific movements in equity prices of companies operating in the Canadian and
international energy sector. The Funds take advantage of Creststreet’s extensive knowledge
of the global energy markets by seeking out investment opportunities around the world in
various energy sub-sectors.
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In 2007, the Funds employed a strategy of seeking out opportunity-rich energy companies
with international assets as a means of capturing alpha. The Funds had less exposure
to the Canadian energy markets due to the weakness that has persisted in its domestic
junior oil and natural gas equities. The Funds have also benefited from the success of
oilsands-focused development companies, a trend which we expect to continue as large
companies consolidate their positions in this world-class asset. 

With market fundamentals now beginning to improve in domestic energy markets, the
Funds are again beginning to take selective positions in Canadian junior companies
to take advantage of the industry consolidation which has already begun, as well as
the anticipated recovery in equity valuations as underlying Canadian energy industry
commodity fundamentals continue to improve.

Creststreet Energy Hedge Funds continue to be exceptionally well positioned to generate
strong returns in the years ahead by leveraging Creststreet’s proven expertise and
experience in managing long/short energy equity portfolios with exposure in both
domestic and international energy markets.
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Creststreet Mutual Funds Limited is an open-ended, multi-class mutual fund. The mutual fund

has four classes – Creststreet Resource Fund, Creststreet Alternative Energy Fund, Creststreet

Managed Income Fund and Creststreet Managed Equity Index Fund. The mutual fund presently

has a total net asset of $107 million.

>

Creststreet Resource Fund (the “Resource Fund”) is ideal for investors who are seeking long-term

capital growth through exposure to the global energy sector, with emphasis on North American

energy markets and natural gas in particular. The Resource Fund employs a long-term, value-oriented

“bottom-up” approach to investing with analysis focusing on management quality, equity specific

valuations and industry fundamentals.

>
Creststreet Resource Fund

After a challenging year in 2006, the Resource Fund posted improved returns in 2007
by increasing exposure to oil-weighted producers, select high-growth alternative energy
positions and high-growth Canadian oilsands-related companies. Canadian natural gas
equities were weak through 2006, and much of 2007, due to high capital costs, low
commodity prices and changes to Alberta’s royalty regime. We are now seeing encouraging
signals that North American natural gas markets are returning to their long-term
upwards trend. Creststreet expects the reduced natural gas storage inventory levels
experienced this winter to lead to higher natural gas prices and strengthened equity
valuations in the Canadian junior energy sector over the next several years. As these
fundamentals continue to improve, Creststreet Resource Fund is well-positioned to
benefit from improved underlying growth in energy producers and improved market
valuations of Canadian energy-related equities.

Mutual Funds Limited
Creststreet
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>
Creststreet Alternative Energy Fund

The Alternative Energy Fund provides investors with exposure to a broad array of
investments in sub-sectors of the energy market outside of conventional oil and natural gas.
The investment objective is to provide stable long-term growth of capital while conservatively
managing value at risk. The Alternative Energy Fund invests primarily in North American
issuers whose businesses focus on generating energy outside of conventional
carbon-emitting fuel sources. The Manager is uniquely able to leverage its investment
management expertise along with its renewable energy development experience to
focus on this high-growth sub-sector of the energy markets. 

Creststreet Alternative Energy Fund employs a “Growth at a Reasonable Price” investment
strategy and evaluates opportunities using a “top-down” approach whereby market
fundamentals are thoroughly analyzed with the aim of exploiting attractive economics
before broader markets take interest in a company and drive the stock higher.

Alternative sub-sectors of the energy markets are expected to continue to see rapid
technological improvements as these sources of energy become increasingly viable
options to supply the world’s energy demand. By focusing on all types of alternative
energy, the Alternative Energy Fund will continue to position itself to benefit from
the strong returns that are characteristic of leaders in each field.

Environmental issues continue to be at the top of the agenda for many countries
around the world, and Creststreet believes that this trend will continue well into the
future. Governments are now recognizing the increased urgency with which they must
invest in clean energy, and companies around the world are becoming quick to respond to
the incentives to develop and exploit new alternate and environmentally sound sources
of energy. The trends being seen in the alternative energy space are only the beginning
of what will become an evolution in how the world sources its energy. Creststreet will
be well-positioned to benefit from these trends as they develop in the future.

Creststreet Alternative Energy Fund (the “Alternative Energy Fund”) is ideal for investors who are seeking

exposure to alternative sub-sectors of the energy market with potential for long-term capital appreciation.
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Creststreet Mutual Funds Limited

Creststreet Managed Income Fund (the “Managed Income Fund”) is ideal for investors who are

seeking stable income in the form of regular monthly distributions, with a focus on capital

preservation and the potential for capital appreciation.

>
Creststreet Managed Income Fund

The Managed Income Fund employs a value-based approach to investing with emphasis on
management quality, industry fundamentals and business exposure. Relative valuations and
industry-specific measures are used to assess holdings which have the ability to sustain
and/or grow distributions while showing accretion in the value of their units.

The income trust market in Canada experienced a volatile year in 2007 as did the broader
equity markets. The S&P/TSX Capped Income Trust Index (the “Index”) declined 2.7% for
the year while Creststreet Managed Income Fund had a very positive year, advancing 13.4%
for the same period, assuming that all distributions were reinvested into shares of the
Managed Income Fund.

The Managed Income Fund employed a strategy of identifying and holding take-out candidates
in the business trust sector in order to capitalize on the strong and sustainable yield, as well
as the consolidation that occurred during the year. The Managed Income Fund remained
cautious with respect to natural gas weighted royalty trusts due to weakness in the Canadian
gas market given high capital costs and low commodity prices. A number of royalty trusts
elected to cut distributions over the course of the year due to stretched balance sheets as
a result of previous weakness in natural gas prices. Distributions of other royalty trusts 
continue to appear at risk for the same reason.

Creststreet continues to monitor the income trust markets very closely and will continue to
seek out strong yields, as well as capital appreciation across all sectors of the market.
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Creststreet Managed Equity Index Fund (the “Managed Equity Index Fund”) is ideal for investors who

are seeking long-term growth of capital through investment in a portfolio of equity market index units.
>

Creststreet Managed Equity Index Fund

The Managed Equity Index Fund combines active and passive fund management styles
with the goal of providing investors with long-term growth of capital by investing in index
participation units, in addition to common stocks and convertible debentures of Canadian
and International companies. The Managed Equity Index Fund may invest up to 70% in
Index participation units in the Canadian, U.S. or foreign equity markets. To enhance
diversification, up to 30% of the Managed Equity Index Fund’s net assets may be
actively managed and fixed income securities may be used during periods of high market
volatility to protect capital while awaiting more favourable market conditions.

Global equity markets experienced a very volatile year in 2007, during which the
S&P/TSX Composite Index (the “Canadian Index”) advanced 7.2%, while Creststreet
Managed Equity Index returned 4.6%. During the year, Creststreet Managed Equity
Index Fund opted to maintain exposure to broad domestic and foreign equity markets.
The Managed Equity Index Fund’s major position was in the Canadian Index, which is
weighted heavily to the energy and financial sectors. The Canadian markets experienced
strong performance from large capitalization energy names, as well as metals and
mining corporations, results which were tempered slightly by weaker performance from
the financial sector. The Managed Equity Index Fund remained diversified with positions in
index funds that contain a wide range of stocks from Europe, Australasia and the Far East.
The Managed Equity Index Fund also maintained a small exposure (6.8%) to the S&P
500 Index. Investments in the latter two index funds are hedged to Canadian dollars in
order to eliminate foreign currency risk. The Managed Equity Index Fund did not choose
to hold equity investments, other than index participation units.
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Creststreet has been a leader in structuring and managing flow-through limited partnerships for

Canadian resident taxpaying investors. To date Creststreet has raised over $375 million through eleven

partnerships since 2000, which have generated an average after-tax return of 13.0% for investors.

>

Energy Flow-through Funds
Creststreet

In June 2007, the Creststreet 2007 Limited Partnership completed its public offering 
of units, raising $58 million for investment in flow-through shares of Canadian energy 
companies. The proceeds from this offering were substantially invested by December
31, 2007, generating tax deductions applicable to the 2007 taxation year for limited
partners. The Creststreet 2007 Limited Partnership was invested both with the goal of
taking advantage of the very attractive returns being seen in oil-weighted producers, as well
as with, the aim of benefiting from the recovery in valuations that is anticipated in equities
of junior natural gas issuers as fundamentals continue to improve. This Partnership is
scheduled to roll into the Creststreet Resource Fund in January 2009.

In January 2008, the assets of the Creststreet 2006 Limited Partnership and the
Creststreet 2006 (II) Limited Partnership were exchanged for shares of the Creststreet
Resource Fund. At the time of rollover, investors in Creststreet 2006 Limited Partnership
received 0.4900 shares of Creststreet Resource Fund in exchange for each unit held, and
investors in Creststreet 2006 (II) Limited Partnership received 0.7225 shares of Creststreet
Resource Fund in exchange for each unit held.

The Creststreet 2006 and 2006 (II) Limited Partnerships experienced difficult market
conditions during their investment cycle as their portfolios were invested with a strong
focus on natural gas weighted issuers. Investment occurred in 2006, when commodity
prices and equity valuations were higher. The investment portfolios of these Partnerships
were adversely affected by falling natural gas prices, rising exploration and operating
costs, reduced valuations of energy royalty trusts as a result of tax changes announced
by the Canadian Federal Government and more recently, by adverse affects of the new
Alberta Royalty Regime for conventional oil and gas producers.
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Weakness in the equities of Canadian natural gas producers persisted through much
of 2007; however, the market is now showing encouraging signs of a recovery. Natural gas
storage levels have now fallen into more normalized ranges and natural gas prices
have strengthened significantly. 

The Creststreet Resource Fund maintains a diversified portfolio of assets exposed to
both international and domestic oil and gas opportunities, high-growth alternative energy
sectors, as well as selective positions in high-quality Canadian natural gas producers
and companies with exposure to Canada’s world class oilsands resources.

We continue to recommend that investors retain their shares of the Creststreet
Resource Fund to benefit from the continued recovery of natural gas prices and the
energy sector generally, over the next several years.

In December 2007, Creststreet filed a prospectus for the Creststreet 2008 Limited
Partnership which proposes to raise up to $50 million for investment in flow-through
shares of Canadian energy companies. This fund is targeting an equal balance between
natural gas and oil weighted producers, and may also include some mining and renewable
energy investments.
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Management Report of Fund Performance 
For the year ended December 31, 2007 

 
THIS ANNUAL MANAGEMENT REPORT OF FUND PERFORMANCE CONTAINS FINANCIAL HIGHLIGHTS AND IS 
PART OF THE ANNUAL REPORT OF CRESTSTREET RESOURCE FUND (THE “FUND”).  
 
SHAREHOLDERS MAY OBTAIN A COPY OF THE INTERIM OR ANNUAL FINANCIAL STATEMENTS AT NO COST BY 
CALLING 1 866 864-6330, BY WRITING TO CRESTSTREET MUTUAL FUNDS LIMITED, 70 UNIVERSITY AVE., 
SUITE 1450, TORONTO, ON, M5J 2M4, OR BY VISITING OUR WEBSITE AT WWW.CRESTSTREET.COM.  
SHAREHOLDERS MAY ALSO CONTACT CRESTSTREET USING ONE OF THESE METHODS TO REQUEST A 
COPY OF THE FUND’S PROXY VOTING POLICIES, PROXY VOTING DISCLOSURE RECORD, OR QUARTERLY 
PORTFOLIO DISCLOSURE. 
 
Results of Operations 
 
> Investment Performance 
After a challenging year in 2006, the Resource Fund posted an annual return of 11.6% in 2007 by 
increasing exposure to oil-weighted producers, select high-growth alternative energy positions 
and high-growth Canadian oilsands-related companies. 
 
2007 was generally a positive year for oil and natural gas commodity prices. Crude oil posted 
strong gains and North American natural gas began to show signs of recovery from the weakness 
experienced in 2006. New York Mercantile Exchange (“NYMEX”) light sweet crude oil rose 57.2% 
to close the year at US$95.98 before touching US$100 per barrel early in 2008. In comparison, 
NYMEX natural gas prices increased only 18.8% to close the year at US$7.48/mmbtu.  
 
Crude oil was strong throughout the year as markets continued to recognize the tight balance of 
supply and demand across the globe. Surplus productive capacity for crude oil has declined 
significantly over the last five years causing increased market focus on the prospect of supply 
disruptions due to geopolitical instability. OPEC (Organization of Petroleum Exporting Countries) 
has declined to increase quotas stating that the market is well-supplied which has also lent 
support to the commodity. 
 
Natural gas prices continued to be moderate throughout 2007 as storage levels continued to be 
high throughout the year.  North American natural gas storage levels have now begun to fall back 
to near historical levels, which has served to strengthen prices and improve drilling economics in 
Western Canada. As anticipated, a supply response from low natural gas prices is now taking 

Creststreet Resource Fund 
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place with drilling activity falling and imports of Liquefied Natural Gas (LNG) being attracted away 
from North America in favour of higher prices elsewhere. This limited supply growth in natural gas 
is expected to continue through 2008 and will set the stage for a very positive operating 
environment for junior energy companies. 
 
Junior natural gas equity valuations, which have been weak since 2006, are now responding to 
the improved natural gas price fundamentals currently being seen in the market. Creststreet is 
now seeing evidence of a recovery in the junior natural gas space. Industry consolidation is now 
taking place and the economics of drilling in Western Canada are improving as the commodity 
price strengthens. As a result, these improved fundamentals are now starting to be recognized in 
the valuations of junior energy stocks. We remain confident in the long-term prospects of the 
energy industry and view the current environment as a great investment opportunity. 
 
> Revenues and Expenses  
The Fund experienced an increase in dividend revenue compared to 2006 as the Fund held an 
increased number of dividend paying securities during the year including several income trusts.  
Interest income has declined in 2007 due to lower cash balances required to fund estimated 
redemptions from the Fund. 
 
The Fund’s total expenses have decreased by approximately 5% compared to 2006. Two of the 
Fund’s three largest expense items, management fees and service fees, are driven exclusively by 
the Fund’s average net asset value (“NAV”).  During 2007, the Fund’s average NAV was 
approximately $64.6 million compared to approximately $78.1 million in 2006, a decline of about 
17%.  Accordingly, management fees and service fees were down 18% and 16% respectively.  
Operating expenses were up 26% year over year due mainly to increases in directors’ and 
officers’ insurance and transfer agent costs. 
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Financial Highlights 
 
The following tables show selected key financial information about the Fund and are intended to 
help you understand the Fund’s financial performance for the past five years. This information is 
derived from the Fund’s annual financial statements. 
 
The Fund’s Net Asset Value (NAV) per Share 
 

2006 2005 2004 2003

Net asset value, beginning of year 7.96$          22.09$        17.85$        15.49$        11.37$        

Initial adoption of new accounting policy(1) (0.07)          -             -             -             -             

Increase (decrease) from operations:
Total revenue 0.10            0.11            0.22            0.05            0.09            
Total expenses (0.28)          (0.45)          (0.65)          (0.56)          (0.56)          
Realized gain (loss) on investments 0.22            (0.87)          3.22            1.48            2.08            
Unrealized gain (loss) on investments 1.14            (3.55)          1.80            2.50            1.93            
Transaction costs (0.25)          

Total increase (decrease) from operations(2) 0.92            (4.76)          4.59            3.47            3.54            

Distributions:
From capital gains (0.38)          (8.91)          (1.52)          (2.31)          (0.73)          

Total annual distributions(3) (0.38)          (8.91)          (1.52)          (2.31)          (0.73)          

Net asset value at December 31 (GAAP NAV)(4) 8.30$          7.96$          22.09$        17.85$        15.49$        

2007

 
 
(1) This line shows the impact of the adoption of a new accounting policy adopted on January 1, 2007.  The 
implementation of this new policy impacts the way the Fund values the securities it holds and is discussed in greater detail 
under in the “Recent Developments” section of this report.  The closing Pricing NAV is disclosed in the “Ratios and 
Supplemental Data” table that follows. 
 
(2) Net asset value and distributions are based on the actual number of shares outstanding at the relevant time. The 
increase (decrease) from operations is based on the weighted average number of shares outstanding over the financial 
period. 
 
(3) Distributions were paid in cash or reinvested in additional units. 
 
(4) These calculations are prescribed by securities regulators and are not intended to be a reconciliation between the 
opening and closing net asset value per share. 
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Ratios and Supplemental Data 
 

2006 2005 2004 2003

Net assets (000's)(1) 64,959$      49,298$      64,890$      36,066$      18,994$      
Number of shares outstanding(1) 7,826,048   6,195,275   2,937,667   2,020,408   1,226,249   
Management expense ratio (MER)(2) 3.84% 3.44% 3.37% 3.93% 4.64%
Portfolio turnover rate(3) 640.19% 185.94% 97.05% 43.30% 47.27%
Trading expense ratio(4) 3.35% 1.17% 0.53% 0.82% 0.96%
Closing Pricing NAV per share 8.39$          7.96$          22.09$        17.85$        15.49$        

2007

 
 

(1) This information is provided as at December 31 of the years shown. 
 
(2) The management expense ratio is based on total expenses for the stated period and is expressed as an annualized 
percentage of daily average net assets during the period. 
 
(3) The Fund's portfolio turnover rate indicates how actively the Fund's portfolio adviser manages its portfolio investments. 
A portfolio turnover rate of 100% is equivalent to the Fund buying and selling all of the securities in its portfolio once in the 
course of a year. The higher a fund's portfolio turnover rate, the greater the trading costs payable by the fund in the year, 
and the greater the chance of an investor receiving taxable capital gains in the year. There is not necessarily a 
relationship between a high turnover rate and the performance of a fund. 
 
(4) The trading expense ratio represents the total commissions and other portfolio transaction costs expressed as an 
annualized percentage of daily average net assets during the period. 
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Summary of Investment Portfolio 
As at December 31, 2007

Description
Total % of net 

assets

Oil 42.52%
Alternative energy 26.73%
Natural gas 19.39%
Mining 3.71%
Energy services 1.56%

93.91%

Cash and cash equivalents 5.72%
Other net assets 0.37%

100.00%

Top 25 positions % of net assets

Athabasca Oil Sands Corp. 11.48%
OPEL International Inc. 6.95%
ARISE Technologies Corporation 6.64%
Suncor Energy Inc. 6.62%
OPTI Canada Inc. 5.11%
Solana Resources Limited 4.54%
Timminco Limited 4.47%
Mahalo Energy Ltd. 4.46%
Day4 Energy Inc. 4.20%
Progress Energy Trust 4.16%
Crescent Point Energy Trust 3.80%
Global Alumina Corporation 3.71%
Fairborne Energy Ltd. 3.01%
Kereco Energy Ltd. 3.00%
Vermilion Energy Trust 2.62%
UTS Energy Corporation 2.48%
Duvernay Oil Corp. 2.23%
Zongshen PEM Power Systems Inc. 1.95%
Pacific Stratus Energy Ltd. 1.88%
Clean Energy Fuels Corp. 1.73%
Saxon Energy Services Inc. 1.56%
Arawak Energy Corporation 1.51%
TransGlobe Energy Corporation 1.14%
Xcite Energy Limited 1.06%
Angle Energy Inc. 0.86%
Other investments 2.74%

93.91%  
The summary of investment portfolio may change due to ongoing 
portfolio transactions of the Fund. The most recent annual report, 
semi-annual report or quarterly portfolio disclosure is available at no 
cost by calling 1 866 864-6330, by writing to us at Creststreet Mutual 
Funds Limited, 70 University Avenue, Suite 1450, Toronto ON, M5J 
2M4, or by visiting our website at www.creststreet.com. 
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Past Performance 
The performance information shown assumes that distributions made by the Fund were 
reinvested in additional securities of the Fund. The performance information does not take into 
account sales, redemption, or other optional charges that would have reduced returns or 
performance. The Fund’s past performance is not necessarily indicative of its future performance. 
 
> Year-by-Year Returns 
 
The following bar chart shows the Fund’s annual returns from 2005 to 2007.  The Fund was not a 
reporting issuer prior to 2005.  In percentage terms, the bar chart shows how much an investment 
made on the first day of each financial year would have grown or decreased by the last day of the 
financial year. 
 

2005 2006 2007
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> Annual Compound Returns 
 
The following table shows the Fund’s historical annual compound total returns for the periods 
indicated, compared with the S&P/TSX CDN Energy Index and the S&P/TSX Composite Index. 
 
 

Creststreet 
Resource Fund

S&P/TSX CDN 
Capped Energy 

Index

S&P/TSX 
Composite 

Index
1 year 11.6% 7.9% 7.2%
3 years 3.4% 20.5% 14.4%
Since inception 3.4% 20.5% 14.4%  
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> About the Indices and Fund Performance 
 
The S&P/TSX Capped Energy Index is comprised of shares of Canadian companies involved in 
exploration and/or production of energy resources and is designed to track the performance of 
the entire energy sector. The S&P/TSX Composite Index covers approximately 95% of the 
Canadian-based Toronto Stock Exchange-listed companies and is designed to track the 
performance of the Canadian equities market as a whole. 
 
The S&P/TSX Capped Energy Index (the “Energy Index”) rose 7.9% during 2007 to close the 
year at 350.24. The Energy Index exhibited a high degree of volatility during the year in sympathy 
with broad equity markets across all sectors. 
 
The Creststreet Resource Fund returned 11.6% in 2007, buoyed largely by holdings in oil-
weighted companies, high-growth alternative energy companies and consolidation in the 
Canadian oil sands. The Fund also sought to diversify its holdings geographically by holding 
opportunity-rich companies with international assets. This allowed the Fund to mitigate the 
weakness in small and mid-capitalization energy company valuations in Canada that persisted 
through much of 2007. 
 
Investment Objectives and Strategies 
 
The Fund’s investment objectives are to provide for the long-term growth of capital and, to a 
lesser extent, the production of income through investment in equity securities of Canadian 
resource issuers. 
 
To meet its objectives, the Fund will invest primarily in companies in the Canadian energy 
industry. Investments will be selected based on their cost of production, reserve base, and 
potential for exploration success. The Fund employs a value-oriented, “bottom-up” approach to 
investing. This involves a detailed analysis of the strengths of individual investments with much 
less emphasis on short-term market factors.  Importance is placed upon an assessment of a 
company’s balance sheet, cash flow characteristics, profitability, industry position, special 
strengths, future growth potential, and management ability. 
 
Other Material Information 
 
The Fund is one of four classes of shares of Creststreet Mutual Funds Limited. There are three 
other classes of shares: Creststreet Managed Income Fund, Creststreet Managed Equity Index 
Fund, and Creststreet Alternative Energy Fund.   
 
A key feature of the Fund is its role in providing liquidity to those who invest in Creststreet limited 
partnerships (“LPs”). Each year, Creststreet offers for sale a limited number of units in one or 
more LPs. The objective of the LPs is to invest in the flow-through securities of resource 
companies that engage in oil and gas, mining or renewable energy exploration and development 
in Canada. Investors in the LPs are entitled to claim certain deductions and credits for income tax 
purposes. An LP operates for slightly less than two years. On or about the third Friday of January 
in the second year following its establishment, the LP transfers all of its assets to the Fund and 
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the LP is dissolved. The LP investors receive shares in the Fund in exchange for their LP units on 
a pro-rata basis on the date of the transfer. The following table shows the dollar value of the 
assets that each LP has transferred to the Fund. 
 

Date Partnership Net Assets 
Transferred

January 15, 2002 Creststreet 2000 Limited Partnership $7,286,890 
January 17, 2003 Creststreet 2001 Limited Partnership $15,312,298 
January 17, 2003 Creststreet 2001 (II) Limited Partnership $14,294,962 
January 23, 2004 Creststreet 2002 Limited Partnership $36,608,912 
January 21, 2005 Creststreet 2003 Limited Partnership $41,635,412 
January 21, 2005 Creststreet 2003 (II) Limited Partnership $25,510,837 
January 20, 2006 Creststreet 2004 Limited Partnership $63,593,587 
January 19, 2007 Creststreet 2005 Limited Partnership $30,175,192 
January 18, 2008 Creststreet 2006 Limited Partnership $15,524,619 
January 18, 2008 Creststreet 2006 (II) Limited Partnership $22,889,403  
 
The Manager of the Fund may prohibit redemptions and switches to other classes of Creststreet 
Mutual Funds Limited up to the end of May in the year of transfer. This allows the Fund to 
generate liquidity to fund redemptions by strategically exiting investments over a reasonable 
period of time. The Fund has obtained a standing exemption from the securities regulators in 
each province allowing restrictions on the redemption and switches of shares issued to LP 
investors on the transfer of assets. 
 
Recent Developments 
 
On January 18, 2008, the Fund acquired all the assets of Creststreet 2006 Limited Partnership 
(the “2006 LP”) and Creststreet 2006 (II) Limited Partnership (the “2006 (II) LP”) in exchange for 
1,960,211 and 2,890,124 Series 2008 shares of the Fund respectively. It is expected that the 
Series 2008 shares will be exchanged on a one-for-one basis for Series A shares of the Fund on 
or about September 30, 2008. 
 
On February 28, 2008, Creststreet expects to close its initial offering of Creststreet 2008 Limited 
Partnership (the “2008 LP”), the size of which has not yet been determined.  It is expected that 
that the assets of the 2008 LP will be transferred to the Fund on or about January 22, 2010. 
 
On February 16, 2007, Creststreet completed the initial closing of its public offering of Creststreet 
2007 Limited Partnership (the “2007 LP”) raising a total of $35,746,000.  The 2007 LP completed 
two subsequent closings on March 15, 2007 and June 29, 2007, raising $5,651,000 and 
$17,173,610 for a total of $58,570,610.  It is expected that the assets of the 2007 LP will be 
transferred to the Fund on or about January 23, 2009. 
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Change in accounting policies 
 
The Canadian Institute of Chartered Accountants (“CICA”) has introduced new accounting 
guidelines which impact the way financial information is reported.  The following explains the 
relevant new CICA Handbook section and how it impacts the financial reporting of the Fund. 
 
Section 3855 “Financial Instruments – Recognition and Measurement” 
This section covers the accounting treatment of financial assets and liabilities.  Prior to this new 
policy, Canadian Generally Accepted Accounting Principles (“GAAP”) required publicly traded 
securities to be valued at the price at which it last traded.  This applied to securities held long and 
sold short.  Section 3855 requires publicly traded securities to be valued at the last available bid 
price for securities held long and at the last available ask price for securities sold short. 
 
Broker commissions paid on the purchase of securities were previously included in the cost of the 
investment while commissions paid on the sale of securities reduced the amount of proceeds 
reported which in turn impacted the related gain or loss on the transaction.  Disclosure of total 
brokerage commissions paid during a period was disclosed in the notes to the financial 
statements.  Section 3855 requires that all commissions paid to brokers be expensed on the 
Statement of Operations in the period they are incurred and that the commissions are 
appropriately allocated to realized and unrealized gains and losses. 
 
These new accounting guidelines impact financial reporting but do not impact the NAV calculated 
for purchases and redemptions.  The use of last traded market prices for the calculation of the 
NAV for pricing purposes (the “Pricing NAV”) versus the use of last bid or ask prices for the 
calculation of the NAV for financial reporting purposes (the “GAAP NAV”) will generally result in a 
difference between Pricing NAV and GAAP NAV.  This difference is presented on the Statements 
of Net Assets.  The adoption of these new accounting policies has been applied prospectively - 
prior periods are not restated, however, an adjustment has been made to the opening balances 
for 2007. 
 
Related Party Transactions 
 
Management fees are paid to the Manager for the management of the Fund’s day-to-day 
administration. The Fund also pays a service fee to the Manager, which the Manager then remits 
to dealers as consideration for administering the Fund’s assets for the dealers’ clients. 
 
Management Fees 
 
The Manager provides investment and administrative services to the Fund. In consideration for 
such services, the Fund pays the Manager a fee equal to 2.0% per annum of the net asset value 
of the Fund, calculated and paid monthly in arrears.  GST is paid on all management fees. 
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The Fund also pays dealers a service fee as consideration for administering the Fund’s assets 
held by those dealers. The service fee is calculated as a percentage of the net asset value each 
dealer administers and is based on the closing balance of client accounts at the end of each 
calendar month. The Fund pays service fees on a quarterly basis at a rate of 0.5% per annum of 
the Fund’s net asset value. The Fund paid the following amounts to the Manager for the years 
ended December 31: 
 

Management fees 1,370,290$    81.12% 1,667,495$     81.44%
Service fees paid to dealers 318,968         18.88% 379,905          18.56%

1,689,258$    100.00% 2,047,400$    100.00%

20062007

 
 
 
Risk 
 
There have been no major or significant changes that have had an impact on the overall risk level 
of the Fund over the past year. The investment philosophy, style, and method for the Fund 
remain unchanged.  The Fund invests primarily in the equity securities of Canadian resource 
issuers and investors are exposed to the risks and rewards of the Canadian resource sector.  The 
Fund focuses on small and middle market capitalization companies as these companies have 
historically generated higher per share returns, however, these companies can be more volatile 
than some of the larger capitalization oil and gas companies.  Investors are encouraged to read 
the Fund’s prospectus for a more complete discussion of risks in investing in the Fund. 
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Management’s Responsibility for Financial Reporting 
 

These financial statements form the basis for all of the financial information that appears in this 
annual report. The financial statements and all of the information in this annual report are the 
responsibility of the management of Creststreet Mutual Funds Limited and have been reviewed 
and approved by its board of directors. The board of directors is responsible for ensuring that 
management fulfills its financial reporting responsibilities.  
 
Management has prepared the financial statements according to Canadian generally accepted 
accounting principles (“GAAP”). Under these principles, management has made certain estimates 
and assumptions that are reflected in the financial statements and notes. Management believes 
that these financial statements fairly present the entity’s financial position, results of operations 
and changes in net assets. Management has a system of internal controls designed to provide 
reasonable assurance that the financial statements are accurate and complete in all material 
respects. Management believes that the internal controls provide reasonable assurance that our 
financial records are reliable and form a proper basis for preparing the financial statements, and 
that our assets are properly accounted for and safeguarded.  
 
KPMG LLP, the Fund’s external auditors, have audited the financial statements in accordance 
with Canadian generally accepted auditing standards and their report follows. KPMG LLP has 
free and full access to the board’s audit committee. 
 
 
 
 
       
 
Robert J. Toole     Donna Shea 
President      Vice-President, Finance 
Chief Executive Officer     Chief Financial Officer 
Creststreet Mutual Funds Limited    Creststreet Mutual Funds Limited 
 
February 28, 2008 
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Auditor’s Report to the Shareholders 
 
We have audited the statements of net assets of Creststreet Resource Fund (a class of shares of 
Creststreet Mutual Funds Limited) as at December 31, 2007 and 2006, the statement of 
investment portfolio as at December 31, 2007, and the statements of operations and changes in 
net assets for the years ended December 31, 2007 and 2006. These financial statements are the 
responsibility of the Fund’s management. Our responsibility is to express an opinion on these 
financial statements based on our audits. 
 
We conducted our audits in accordance with Canadian generally accepted auditing standards. 
Those standards require that we plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 
 
In our opinion, these financial statements present fairly, in all material respects, the net assets of 
the Fund as at December 31, 2007 and 2006, the investments held as at December 31, 2007, 
and the results of its operations and changes in net assets for the years ended December 31, 
2007 and 2006, in accordance with Canadian generally accepted accounting principles. 
 

 
 
Chartered Accountants, Licensed Public Accountants 
Toronto, Canada 
February 28, 2008 
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Statements of Net Assets 
 
As at December 31 2007 2006
Assets:
Investments in securities at market value 61,002,918$        45,477,826$      
Cash and cash equivalents 3,714,572           5,312,612          
Deposits with brokers for securities sold short -                     1,064,734          
Due from broker 869,145              629,210             
Dividends receivable 55,750                -                        
Other accounts receivable 286                     2,743                 

65,642,671         52,487,125        
Liabilities:
Securities sold short at market value -                     971,620             
Due to broker 210,675              1,730,939          
Accounts payable and accrued liabilities 364,327              264,985             
Redemptions payable 109,073              221,247             

684,075              3,188,791          
Net assets, GAAP NAV (note 2) 64,958,596         49,298,334        

Adjustment from last traded market prices to bid market prices 721,840              -                        
Net assets, Pricing NAV (note 2) 65,680,436         49,298,334        
Shares outstanding 7,826,048             6,195,275          
Net asset value per share - GAAP NAV (note 2) 8.30$                    7.96$                 
Adjustment from last traded market prices to bid market prices 0.09                      -                         
Net asset value per share - Pricing NAV (note 2) 8.39$                    7.96$                 
See accompanying notes to financial statements.

Approved by Creststreet Mutual Funds Limited  
 
 
 
 
 
Robert J. Toole   Stuart P. Hensman 
Director     Director 
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Statements of Operations 
 

For the years ended December 31 2007 2006
Investment income:
Dividend income 461,109$             100,865$           
Interest income 385,527              526,685             

846,636              627,550             
Expenses:
Management fees (note 3) 1,370,290           1,667,495          
Operating expenses 344,206              273,756             
Service fees 318,968              379,905             
Legal and filing fees 125,248              68,520               
Shareholder reporting 129,167              66,075               
Audit fees 79,337                90,707               
Dividends paid on securities sold short 76,250                28,108               
Custodian fees 45,023                57,340               
Directors' fees 24,172                32,128               
Capital tax 2,323                  8,465                 

2,514,984           2,672,499          
Loss from investment operations (1,668,348)         (2,044,949)         
Net realized gain (loss) on sale of investments 1,940,207           (5,128,908)         
Net change in unrealized appreciation/depreciation of investments 10,112,399         (20,977,409)       
Transaction costs (note 2) (2,196,219)         -                        
Net realized and unrealized gains (losses) on investments 9,856,387           (26,106,317)       
Increase (decrease) in net assets from operations 8,188,039$          (28,151,266)       

Per share
(based on the average number of shares outstanding)
Increase (decrease) in net assets from operations per share 0.92$                   (4.76)                  
See accompanying notes to financial statements.  
 
 
 
 
 
 
 
 
 

 
 
 
 
 



 15

Statements of Changes in Net Assets  
 

For the years ended December 31 2007 2006
Net assets, beginning of year 49,298,334$        64,889,695$      
Initial adoption of new accounting policy (584,095)            
Operations
Increase (decrease) in net assets from operations 8,188,039           (28,151,266)       
Dividends to shareholders:
Capital gain dividend (note 5) (3,649,529)         (43,306,501)       
Share capital transactions:
Proceeds from issue of shares 30,692,748         63,944,692        
Reinvested dividends 3,635,361           43,138,170        
Redemptions (22,622,262)       (51,216,456)       

11,705,847         55,866,406        
Increase (decrease) in net assets 15,660,262         (15,591,361)       
Net assets, end of year -GAAP NAV (note 2) 64,958,596         49,298,334$      

Adjustment from bid market prices to last traded market prices 721,840              -                        
Net assets, end of year - Pricing NAV (note 2) 65,680,436$        49,298,334$      
See accompanying notes to financial statements.  
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Statement of Investment Portfolio 
As at December 31, 2007

Number of 
securities Type of security Cost Market Value

Investments in securities
Athabasca Oil Sands Corp. 1,000,000  Warrants -$               7,440,000$       
OPEL International Inc. 2,552,300  Common shares 4,497,463      4,517,572         
ARISE Technologies Corporation 1,700,000  Common shares 3,271,842      4,301,000         
Suncor Energy Inc. 40,000       Common shares 3,793,358      4,316,400         
OPTI Canada Inc. 200,000     Common shares 4,135,205      3,318,000         
Timminco Limited 134,500     Common shares 1,280,986      2,948,240         
Solana Resources Limited 1,250,000  Common shares 2,533,462      2,900,000         
Mahalo Energy Ltd. 1,150,000  Common shares 4,012,084      2,725,500         
Day4 Energy Inc. 425,000     Common shares 3,025,324      2,902,750         
Progress Energy Trust 250,000     Common shares 2,964,523      2,705,000         
Crescent Point Energy Trust 100,000     Common shares 1,848,082      2,469,000         
Global Alumina Corporation 1,225,300  Common shares 2,440,436      2,407,082         
Fairborne Energy Ltd. 300,000     Common shares 2,005,071      1,953,000         
Kereco Energy Ltd. 500,000     Common shares 2,964,622      1,950,000         
Vermilion Energy Trust 50,000       Common shares 1,795,337      1,703,000         
UTS Energy Corporation 300,000     Common shares 1,709,932      1,614,000         
Duvernay Oil Corp. 50,000       Common shares 1,630,852      1,449,000         
Zongshen PEM Power Systems Inc. 400,000     Common shares 1,362,816      1,267,876         
Pacific Stratus Energy Ltd. 100,000     Common shares 1,296,682      1,224,000         
Clean Energy Fuels Corp. 75,000       Common shares 1,002,769      1,125,590         
Saxon Energy Services Inc. 200,000     Common shares 1,042,060      1,016,000         
Arawak Energy Corporation 400,000     Common shares 1,067,196      980,000            
Xcite Energy Limited 550,000     Common shares 880,045         687,500            
TransGlobe Energy Corporation 150,000     Common shares 695,533         742,500            
Angle Energy Inc. 140,000     Common shares 700,000         560,000            
Pienza Petroleum Inc. 357,100     Common shares 499,965         499,940            
Hansen Transmissions International 50,000       Common shares 179,329         282,668            
Temple Energy Inc. 190,000     Common shares 570,000         275,500            
Ridgeback Exploration Ltd. 170,000     Common shares 255,000         255,000            
Gibraltar Exploration Ltd. 20,000       Common shares 240,045         240,000            
ZCL Composites Inc. 21,000       Common shares 210,675         226,800            

Transaction costs (216,133)        

Total investments in securities at market value 53,694,561$ 61,002,918$     
See accompanying notes to financial statements.  
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Notes to Financial Statements 
For the years ended December 31, 2007 and 2006 

 
1. Creststreet Mutual Funds Limited  
 

Creststreet Resource Fund (“the Fund”), along with Creststreet Managed Income Fund, 
Creststreet Managed Equity Index Fund, and Creststreet Alternative Energy Fund (together 
the “Funds”) are share classes of Creststreet Mutual Funds Limited (the “Corporation”).  The 
Corporation was formed under the Canada Business Corporations Act by articles of 
incorporation dated October 13, 1999, as amended by articles of amendment dated July 18, 
2000, May 16, 2001, December 11, 2001, January 11, 2002, December 5, 2002, May 15, 
2003, April 26, 2004, September 2, 2004, December 22, 2004, March 29, 2005, and October 
24, 2007.  In order to conform to investment fund disclosure regulations, these financial 
statements present the financial position of the Fund as at December 31, 2007, its 
investments held at December 31, 2007 and December 31, 2006, and the results of 
operations and the changes in net assets for the years ended December 31, 2007 and 2006, 
and do not contain the financial statements of the Corporation.  Because the Funds are part 
of the Corporation, the Corporation as a whole is liable for the expenses and obligations of 
each of the Funds.  There exists the possibility that the Fund could be liable for an expense 
or obligation of another of the Funds; however, the Manager is diligent to ensure that such a 
liability will not occur. 

 
Creststreet Asset Management Limited (the “Manager”) is the Manager of the Fund.     
 
The Fund has been structured to provide for the tax-deferred transfer of assets from flow-
through limited partnerships managed by Creststreet in exchange for shares of the Fund with 
an equal net asset value.  To date the following ten partnerships have rolled their investment 
portfolios into the Resource Fund: 

 
Date Partnership Net Assets 

Transferred
Ratio of Mutual 

Fund Shares 
Received

January 15, 2002 Creststreet 2000 Limited Partnership $7,286,890 0.728689
January 17, 2003 Creststreet 2001 Limited Partnership $15,312,298 0.738044
January 17, 2003 Creststreet 2001 (II) Limited Partnership $14,294,962 0.817004
January 23, 2004 Creststreet 2002 Limited Partnership $36,608,912 0.660476
January 21, 2005 Creststreet 2003 Limited Partnership $41,635,412 0.652611
January 21, 2005 Creststreet 2003 (II) Limited Partnership $25,510,837 0.557083
January 20, 2006 Creststreet 2004 Limited Partnership $63,593,587 0.584901
January 19, 2007 Creststreet 2005 Limited Partnership $30,175,192 0.761377
January 18, 2008 Creststreet 2006 Limited Partnership $15,524,619 0.490004
January 18, 2008 Creststreet 2006 (II) Limited Partnership $22,889,403 0.722459
 
Upon the above transfers, the partnerships were dissolved at which time the net assets were 
allocated 99.99% to the limited partners and 0.01% to the respective general partners.  
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2. Summary of Significant Accounting Policies 
 
The financial statements have been prepared in accordance with Canadian generally accepted 
accounting principles (“GAAP”) and the following is a summary of significant accounting policies 
followed by the Fund: 
 
a. Cash and Cash Equivalents, and Other Monetary Balances 
The carrying values of cash and cash equivalents, due from and to broker, deposits with brokers 
for securities sold short, dividends receivable, other accounts receivable, accounts payable and 
accrued liabilities, and redemptions payable approximate their fair value due to the relatively short 
periods to maturity of the instruments. 
 
b. Valuation of Investments 
The Canadian Institute of Chartered Accountants has introduced new accounting guidelines that 
govern the reporting of financial assets and liabilities (CICA Handbook Section 3855 – “Financial 
Instruments – Recognition and Measurement”).  The new guidelines are applicable to annual and 
semi-annual financial statements relating to fiscal years beginning on or after October 1, 2006.  
Prior to this change in policy, Canadian Generally Accepted Accounting Principles (“GAAP”) 
required publicly traded securities to be valued at the price at which it last traded.  This applied to 
securities held long and sold short.  Section 3855 requires publicly traded securities to be valued 
at the last available bid price for securities held long and at the last available ask price for 
securities sold short.   

 
This accounting policy change impacts financial reporting (“GAAP NAV”) but does not impact the 
NAV calculated for purchases and redemptions (“Pricing NAV”).  The net difference between 
valuations using last bid/ask prices and closing price is presented as “Adjustment from bid market 
prices to last traded market prices” on the Statements of Net Assets and is used to reconcile the 
GAAP NAV per share to the Pricing NAV per share. 

 
This change in accounting policy has been applied prospectively.  Prior period balances have not 
been restated, however, an adjustment has been made to the opening net asset value for the 
difference at January 1, 2007 on the Statements of Changes in Net Assets. 

The complete, amended policy is as follows: 

Securities held by the Fund that are listed on a recognized public securities exchange are valued 
at their closing bid price or the closing ask price for securities sold short.  Securities for which no 
published market price exists are valued at cost until a third party transaction establishes a 
different value or unless a different fair market value is determined by the Manager.  Any change 
in value is recorded in “Net change in unrealized appreciation/depreciation of investments” on the 
statements of operations.  Brokers’ commissions and other transaction costs are expensed in the 
period incurred. 
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c. Investment Transactions and Income and Expense Recognition 
Investment transactions are accounted for as of the trade date and any realized gains or losses 
from such transactions are calculated on an average cost basis. Dividend income and dividend 
expense on securities sold short are recognized on the record date and interest income is 
accrued as earned. 
 
d. Income Taxes 
The Fund qualifies as a mutual fund corporation as defined in the Income Tax Act (Canada).  The 
Fund is subject to tax at the full corporate rate on its taxable income. Dividends received from 
taxable Canadian corporations are generally not included in the taxable income of the Fund but 
are subject to a special tax, refundable at a rate of 33 1/3% of taxable dividends distributed by the 
Fund to its shareholders.  The Fund is eligible for a refund calculated on a formula basis when 
mutual fund shares are redeemed or when capital gains dividends are paid to shareholders.  The 
Fund intends to pay out sufficient net income and net capital gains so that it will not be subject to 
income taxes. Accordingly, no provision for income taxes has been made.    
 
e. Use of Estimates 
The preparation of financial statements in accordance with GAAP requires management to make 
certain estimates and assumptions.  These estimates and assumptions affect the reported 
amounts of assets and liabilities and disclosure of contingencies at the date of the financial 
statements and the reported amounts of income and expenses during the reporting period.  
Actual results could differ from those estimates. 
 
 
 
3. Management Fee and Operating Expenses 
 
The Manager provides investment and administrative services to the Fund.  In consideration for 
these services the Manager receives a fee equal to 2.0% per annum of the net asset value of the 
Fund calculated and payable monthly in arrears.  For the year ended December 31, 2007 the 
management fee amounted to $1,370,290 (2006 - $1,667,495).  The Fund is responsible for the 
payment of all expenses relating to its operations and the carrying on of its business.   

 
The management expense ratio (“MER”) is calculated based on the total management expenses 
of the Fund as a percentage of the weighted average net assets of the Fund.  This MER is 
inclusive of the Goods and Services Tax (“GST”) in accordance with National Instrument 81-102.  
The Fund’s MER was 3.84% for the year ended December 31, 2007 (2006 - 3.40%). 
 
 
 
4. Brokerage Commissions 
 
The Fund paid brokerage commissions amounting to $2,196,219 for the year ended December 
31, 2007 (2006 - $906,403). 
 
 



 20 

5. Dividends paid to Shareholders 
 
On March 9, 2007, the Fund paid a capital gain dividend totalling $3,649,529 (2006 - 
$43,306,501) or $0.3797 per share (2006 - $8.9187) to Fund shareholders of record as at March 
2, 2007.  For the year ended December 31, 2007, $3,635,361 was reinvested into the Fund (2006 
- $43,138,170). 
 
 
 
6. Valuation of Private Investments  
 
The following table details the Fund’s changes in the valuations for securities not traded on a 
public exchange during the years ended December 31, 2007 and 2006.  The table is arranged in 
alphabetical order by investment. 

 
Prior fair value New fair value Valuation basis

Angle Energy Inc.

December, 2007 700,000$              560,000$           
Write-down from cost based on a bid from a third party.  
Subsequent to year end, the Fund's holdings were disposed of 
for $420,000

Athabasca Oil Sands Corp.

November, 2006 1,650,000             6,000,000          
Write-up from cost as arm's-length third party financing 
provided new valuation basis.  The Fund disposed of a portion 
of its holdings at this increased valuation basis in May, 2007

June, 2007 5,000,000             6,512,500          Write-up from prior value as arm's-length third party financing 
provided new valuation basis.

September, 2007 6,512,500             17,375,000        

Write-up from prior value as arm's-length third party financing 
provided new valuation basis.  The Fund disposed of a portion 
of its holdings at this increased valuation basis in September, 
2007

December, 2007 5,750,000             7,440,000          Write-up from prior value as arm's-length third party financing 
provided new valuation basis.

Sebring Energy Inc.

June, 2007 600,000                215,213             Write-down from cost based on the sale of Sebring Energy 
Inc. to Cordero Energy Inc.  The sale closed in July, 2007

Temple Energy Ltd.

December, 2007 570,000                275,000             Write-down based on company raising capital at lower per-
share value

Timing Energy Inc.

June, 2006 600,000                1,162,500          
Write-up from cost based on a cash offer from a third party.  
The sale was completed at the increased valuation in August, 
2006  
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7. Subscription & Redemption of Securities  
 
Securities of the Fund may be subscribed or redeemed at the Net Asset Value per Share next 
determined after receipt of a subscription or redemption request at the registered office of the 
Fund or its Transfer Agent.  Requests received before 4:00 p.m. EST on a valuation day will 
receive the net asset value per share on that valuation day.  Subscription or redemption requests 
received after 4:00 p.m. EST will receive the net asset value per share on the next valuation day.  
Subscription or redemption requests may be provided electronically or in written form, provided 
that all documentation is in good order and has been signature guaranteed as necessary.  
Appropriate signature guarantors include Canadian chartered banks and trust companies, a 
dealer, a member of a recognized stock exchange in Canada or any guarantor acceptable to the 
Fund. 
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